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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Mary L. Smith ( CN=Mary L. Smith/QU=OPD/Q=EOP [ OPD ] )
CREATION DATE/TIME: 9-DEC-1997 15:53:22.00

SﬁBJECT: Civil Rights Enforcement Initiative Cost Estimate

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EOP @ EOP [ OPD ] )
READ : UNKNOWN

TO: Thomas L. Freedman {( CN=Thomas L. Freedman/OU OPD/O=EOP @ EOP [ OPD ] )
READ : UNKNOWN

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=0PD/O=EQP @ EOP [ OPD ] )
READ : UNKNOWN

cC: Laura Emmett ( CN=Laura Emmett/OU=WHO/O=EQOP @ EOP [ WHO 1)
READ : UNKNOWN

TEXT:
Here is a breakout of costs for the civil rights enforcement initiative.
The Department of Education survey is still in there. Let me know if you

need anything else’ Mary === ==m===SET=== ATTACHMENT ] =======s====s===s====
ATT CREATION TIME/DATE: 0 00:00:00.00
TEXT:

Unable to convert ARMS EXT [ATTACH.D29]MAIL49528524V.316 to ASCII,
The following is a HEX DUMP:

FF575043330D0000010AO201000000020500000098300000000200003ED94C339ED53D469E7DBB
75C1283FBE078D4C870CAS30EFOEDBSDIAF15078B0F039FEAA27CO061C78A01F3FEQ0044B7DC3CB3
C9DD4BC18C5B549A769FCF291A960C317F02D2B7D50893C6E6E2273159653645C3A71E8B5EATLO
AB6A346B441ADSC8DI9E7A23EBFSEL3C5FAF42210AE7B4B2C82028CD6F784092C8B1ARB0O7A26766
E2AFS8A8F03B9312116B62CD9BA3A07BEBB1AS53B848C963EE747C3AA338DF6BE412B52329944669E
FBFS5FC5D2D66AE197967197E631CFABODS8BOED7083AAC68A2CF66A04B1DD34E77BEA3596439DCD
D957574BE6566F07BE32FCF2850B786366C4688EF467F88F8D80013FF6950D50AEB233FFFO9B87B
DBAFB562C9DCD5466B40957859548937DBF66AA0432F177DC4D40BFB53D144C0C28F21DBBFO6ESL
B8ETF8194206448DB9C29FFAB61EEB32BB1D86DABC24875B2C7776DF644E4D9F3FF8D5078CBSE7D
FBEE8648C2A9CB615FEAC976DAEEQ78352DCB5SDED1CD395EE08FA4BOFFBCF1IBFO1BA469168AB0OE
A2633296372E5F819E595577353815C8E2A4B153C8B57110A7C57C76AFFCCDOEB1EO9E19138415
FO740E09FBOCBFF77EACS37AAT73875027897FA43A8D14A9F6013B78297C4322CD66E6FC1CDCI964
56BER43D56ESFS5FE7CASE637A3BFOAFBI233BE44427F650AF4A6F34AEAL1555C13272954BB44E73
1FAS7E3E040200A100000000000000000000000823010000000B010000CEOAO000005501000000
4E000000D90B000009250100000006000000270C00000B3002000000280000002D0C0000087701
00000040000000550C000008340100000014000000950C00000802010000000F000000AS0C0000
08050100000008000000B80C000000450100000002000000C00C000000000000000000000000C0O
0C000000000000000000000000C00C000000000000000000000000C00C00000000000000000000
0000C00C000000000000000000000000C00C000000000000000000000000C0O0C0O0O000000000000
0000000000C00C000000000000000000000000C0O0C000000000000000000000000C0O0CO0000000
0000000000000000C00C000000000000000000000000C00C000000000000000000000000C00CO0
-0000000000000000000000C0O0C000000000000000000000000C00C000000000000000000000000
C0QC000000000000000000000000CC0C000000000000000000000000C00C000000000000000000
000000C00C000000000000000000000000C00C0000000000000000C0000000C0O0OC0O00000000000
000000000000C00C000000000000000000000000CC0C0O00000000000000000000000C0O0COQO0000
000000000000000000C0O0C0O00000C00000000000000000CC0OCH00000000000000000000000C00C
000000000000000000000000C00C000000000000000000000000C00C0000000000000000000000
00C00C000000000000000000000000C0O0C000000000000000000000000C00C0O000000000000000
00000000C00C00000942010000001D000000C20C000000000000000000000000C20C0000000000
00000000000000C20C000000000000000000000000C20C0Q00000000000000000000000C20C0000
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CIVIL RIGHTS ENFORCEMENT INITIATiVE

Mandatory/Entitlement
Cost

Proposal ' FY99 Cost Five-Year Cost

Mandatory/Tax
Cost

Proposal : ' . FY99 Cost  Five-Year Cost

Discretionary Cost

Proposal ' FY99 Cost Five-Year Cost
.EEOC
e Mediation Program $13,000,000 3 yr @ $40M
. Benchmark EEO Survey Data $ 250,000
. Video Outreach and Technical Assistance $ 225000
. PSA Campaign $ 100,000
. Stakeholder Meetings $ 125,000
. Translation of Materials - $ 280,000
. 162 FTEs $8,000,000
o Cost Increases . $7,600,000
. Information Systems - $10,000,000 3 yr @ $25M
. Replacing Paper Forms $ 200,000
$39,780,000

Ed-OCR
'3 Across All Programs $3,000,000
. Alternate Dispute Resolution $ 100,000
o Elementary and Secondary School Civil Rights

Compliance Report $1,700,000

Intranet Technology to share information $ 500,000
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$5,300,000
HHS-OCR
. Mediation Partnerships $ 250,000
. Testing Program - Nursing Home Assistance and
Program Abuse $2,600,000
. Analysis of Differential Treatment Modalities $1,065,000
. Managed Care Data Collection $ 550,000
. Outcome Measurement ‘ $ 250,000
. Changes in Complaint Processing to Respond to
Additional Workload $ 400,000
° State and Local Program $ 500,000
. Civil Rights on the Internet $ 250,000
. Geo-Coded/Mapping Data Base on a Civil Rights
Internet ‘ $ 350,000
$6,215,000
~ HUD
. Targeted, audit-based enforcement initiative $10,000,000
. Across ongoing programs $4,000,000
' $14,000,000
DOL-OCR
Mediation o $ 990,000
Improved Targeting $ 100,000 2
Compliance Activities - 18 FTEs $1,620,000
Data Collection on JTPA $ 360,000
Compliance Assistance - 3 FTEs $ 270,000
Technology Improvements $ 158,000
- $3,498,000
DOL-OFCCP , .
. Alternate Dispute Resolution $§ 203,000
. Future Targeting | $28,400,000
. Ombud Activities $1,700,000
. Information Technology $4,000,000
. Coordination with DOJ and Veterans Affairs§ 400,000

© $34,703,000
DOJ |
. Coordination between DOJ and OMB $ 90,000
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e Interagency Training Program $1,000,000

. Litigation Support $1,500,000

° Police Brutality and Conduct Cases $ 300,000
$2,890,000

- -ALL CIVIL RIGHTS ENFORCEMENT AGENCIES

. Linked Civil Rights Data Bases $ 500,000
. Interagency Civil Rights Councils § 200,000

$ 700,000
TOTAL $107,086,000
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Jeanne Lambrew ( CN=Jeanne Lambrew/OU=OPD/O=EOP [ OPD ] )
CREATION DATE/TIME: 9-DEC-1997 09:50:26.00

SUBJECT: cancer part

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EQOP @ EOP [ OPD ] )
READ : UNKNOWN

TEXT:

I am sorry -- I forgot to tell you that we reworked the introduction to
the cancer part of the Medicare memo. If you have not already started,
here it is,==================== ATTACHMENT 1 -3 - F 1 3 4 -1 5

ATT CREATION TIME/DATE: 0 00:00:00.00

TEXT:

Unable to convert ARMS EXT: [ATTACH.D92]MATL488463249.316 to ASCII,
The following is a HEX DUMP: )

FF5750436E040000010A02010000000205000000BB2300000002000057F7455C8C8ABF2C0249BE
392B46BE1A2EF2063A076EB93C0E3784053D28ECE2A3EA783C7371B596B4048005350C939B6CD1
BF68C4E15CC924CDA1119351340150FEC86124BB25C09F5E8787640965960C387927D1639F261183
D3FDO5C343F7A2A271C5020FDFA6BB76AD2EA8097F5628B4B8CD78E98C70C8E70F5D4293EAS073
0R2CBCA7B853F21BC36306FFF196771862519279F7665EBE7CE2CB7662B770878B7252423019DF
0D0231A9B55C2A5FD31DS1FF35918F6EB87CE291D90812526CCD95B07B3478EC18F5416A35C5BB
CF9677ABB199ABCO1F3EC454D209753730501D57020C171A5A787A91D5SE77FBF94CEDCC12E52B7
799192DA3219C40D15BC225827C1BEEEBFA3ZE29047877E6ABEE24445C8D3BDF79FE4365C348B68
A45F287A2FCAS5801446C88ACAS58567D0OAE67163C73C7B8D70B1E1039847F2F0045B90CDF74E8DB
036DASA03D6102869B1DFFF6823EEF31F97906B425C8F24A0B8E06AD224BA66FB64063605AB175
F5F16E73BEDF7653BCOSAFACD31EBASSA86C4BAF89596835AF49CF7B91421B799E96DF4B723FAC
334A805BD87FA%0220725A9E326193EBB8912F2F00CEE3ASEA4EB208F4E6F5578B116B2B198ESE
CE430424EEBA35BCE3F533F1844583017AC7A2A5BAC618DE460A9914B2EB1AS3084DBY9A249BB1B
F7625CEA2902000900000000000000000000000823010000000B0100007E02000000550F000000
4E0000008903000009250100000006000000D70300000B300200000028000000DD03000000550E
0000003C000000050400000877010000000A00000041040000083401000000140000004B040000
0802010000000F0C00005F0400000098480050005F004C004A005F00340050004C005500530000
000000000000000000000000000000000000000000000000000000000000000000000000000000
00000000000000000000000057494E53504F4F4C0000000000C800C8002C012C012C012C01C800
€c80030000000000000000000000000000000000000000000000000000000000000000000000000
000000000000000000000000000000000000000000000000000000000000000000000000000000
000000000000000000000000000000000000000000000000000000000000000000000000000000
000000000000000000000000000000000000000000000000000000000000000000000000000000
000000005E0037132800¢8196810480D000011090000005A000B010000103600540065006D0065
00730020004E0065007700200052006F006D0061006E00200052006500670075006C0061007200
000000000000000001000200580201000000040028000000000000000000000000000000000000
00011202002400A1000000A10000001B00F41A5C121A0900000000000000600018110000102400
540062006D006500730020004E0065007700000052006F006D0061006E00000000000000010000
000100010013006D0784230000000000000000000000000000000008337C007800010200000100
000003DDOA10C0C8301040003000200211000DDDDOBOB00030000040BO0DDF1020100F1D41A1FQ0
87010500080058020CF400005802000058020200580200001F00D4F20CF2432E808080E0110C00
00000008070C0CEC4D4544494341524580434F564552414745804F468043414E43455280434C49
4E4943414C80545249414C53D0041500000B00090001B0040000000001201500D0D41A23008601
0200080058020CF40000580200005802050058020CF4200000002300D4D41A1F00870105000800
58020CF40000580200005802020058020CF41F00D4CCF30CF3E(0110C0000000008070C00EQ4DES
646963617265806861738B06E6F7480747261646974696F6E616C6C7980636F7665726564807061
7469656E74806361726580636F737473806173736F636961746564807769746880636C696E6963
616C80747269616C732E80D0011500000B000900019006E001020001201500D0536369656E7469
7374738B0616E64806164766F63617465738062656C69657665807468617480776580617265806E
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C. MEDICARE COVERAGE OF CANCER CLINICAL TRIALS

Medicare has not traditionally covered patient care costs associated with clinical
trials. Scientists and advocates believe that we are not making sufficient progress in
treating cancer, in part because of low participation in these trials that stems from lack of
Medicare’s coverage. HHS and DPC have been working on an approach that covers
patient care for a limited number of these trials. Because of concerns about its cost
potential, OMB and Treasury strongly oppose this option.

Nearly half of all cancer patients are covered by Medicare, yet Medicare does not
cover patient care costs associated with these trials. This care can often be prohibitively
expensive for cancer patients and their families, perhaps explaining why only 3 percent of
all cancer patients participate in trials. Expanding Medicare coverage could increase
access to trials for the many Medicare beneficiaries with cancer. Historically most
insurers have covered clinical trials for children. As a consequence, nearly 70 percent of
children with cancer participate in clinical trials. Scientists agree that this fact has helped
improve cancer treatments for children, and some argue that this is one reason for the
dramatically higher survival rates for children cancer patients.

This problem has significant implications for research in all cancer areas,
particularly for those cancers like prostate cancer where scientists still have no good
answers and where clinical trials are particularly undersubscribed. According to a former
National Cancer Institute director, if 10 percent of all cancer patients participated in such
trials, then trials that currently take three to five years would only take one year.
Additionally, as the nation's largest insurer, Medicare plays a significant role in setting the
standard for the insurance companies. A commitment from Medicare to cover clinical
trials would go a long way in encouraging private insurance companies to agree to cover
these trials.

Proposal

We have developed a proposal to expand Medicare to cover cancer clinical trials
conducted at the NCI and trials with comparable peer review. In addition, we would
require the National Cancer Policy Board to make further coverage recommendations, and
HHS to assess the incremental costs of such trials compared to conventional
Medicare-covered therapies. Assuming the true incremental costs are substantially less
than the actuaries project, as we believe, additional trial coverage as recommended by the
Board could occur. The initial coverage would cost $1.7 billion over five years. Senators
Mack and Rockefeller have developed a more expansive and expensive proposal
(co-sponsored by 26 Senators), which covers all FDA trials, many of which the experts
believe do not meet a scientifically-meritorious standard. While they would prefer a
broader approach, the Senators have indicated that they would consider this an important
first step. However, we do believe that there may be some trials above the $1.7 billion
proposal that could be justified on policy grounds.
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A possible alternative way to cover clinical cancer trial’s patient care costs is to
directly dedicate resources from any significant increases that NIH / NCI receive in the
upcoming budget. NCI could use these increase to simplify and centralize their clinical
trials system, which has the potential to increase patient access. Although this may be a
viable option, the cancer community has clearly stated their preference that extending
Medicare coverage is their top priority in this area, as they believe that patients need better
access to these cutting edge treatments.

Discussion

HHS is supportive of this policy and believes that it would not only give Medicare
beneficiaries, who represent a significant portion of cancer patients, much-needed choices
but would encourage the private industry to cover clinical trials as well. There is no
question that this proposal is the highest priority for most of the cancer community as well
as many in the women's community who believe it is an essential step to improve breast
cancer treatment. However, the advocates have made it clear that they would strongly
prefer the more expansive and expensive Rockefeller/Mack approach. We are working to
determine whether we can modify our more limited proposal in a way that they would
support.

OMB and Treasury oppose the Medicare coverage option strongly. They note that
it would involve very substantial costs (31 to 3 billion per year) to provide medical services
that are experimental, and therefore are unlikely to help the majority of beneficiaries.

Once an exception has been made for experimental cancer drugs and therapies, they argue
there is no reason that similar support won’t be demanded for experimentation with
Alzheimer’s, Parkinson’s, and other maladies. As a result, these costs will grow as other
therapies are included. They also believe that Congress would likely expand the proposal
beyond coverage of only NCI trials — given the fact that prime Hill sponsors favor broader
coverage — and such expanded coverage will be very costly (up to $3 billion over five ‘
years). OMB also does not believe that Medicare should lead the way on clinical trials, but
rather drug companies should be the first to contribute to improving access for Medicare
beneficiaries. '

The DPC/NEC believes that OMB and Treasury raise some valid concerns.
However, we would support this proposal if we can develop an affordable option that both
Senator Rockefeller and Senator Mack and the cancer community would strongly support.

If we cannot obtain such support in short order, we would recommend not including it in
the budget. We would be in a very good position to argue our likely support for a
significant increase in biomedical research will also pay large dividends in cancer
breakthroughs and are more than sufficient in this budget year. However, if we decide to.
not fully double the NIH budget, as described in a separate memo, this policy might be
more important to reenforcing your commitment to research. Finally, if it becomes clear
that our final cost estimates for the Medicare buy-in are low enough to be financed by the
available 32 billion in traditional (anti-fraud) Medicare savings, the DPC and NEC would
recommend giving serious consideration to use these limited dollars to support the
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Medicare buy-in proposal. However, HHS prefers that these offsets be used only for the
clinical cancer trial proposal.
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)

CREATOR: Thomas L. Freedman ( CN=Thomas L. Freedman/OU=OFD/O=EOP [ OPD ] )
CREATION DATE/TIME: 9-DEC-1997 15:42:11.00

SUBJECT: Re: civil rights memo’

TO: Bruce N. Reed ( CN=Bruce N. Reed/OU=0PD/O=EOP @ EOP [ OPD ] )
READ : UNKNOWN

TO: Mary L. Smith ( CN=Mary L. Smith/OU=OPD/O=EOP @ EOP [ OPD ] )
READ : UNKNOWN

TO: Elena Kagan ( CN=Elena Kagan/OU=OPD/O=EQOP @ EOP [ OPD ] )
READ : UNKNOWN

TEXT:

We made a pretty specific list of the $107 million programs. Mary will
send it you. There are a lot that could be cut, but it sounds substantial
as a $100 million program. We phased in ADR at 13 million for the first
year. Mary says the Ed survey has not been approved by OMB, they came up
with it for us. Should we lower the dollar figure in the memc and take it
out? ’
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RECORD TYPE: PRESIDENTIAL (NOTES MAIL)
CREATOR : Christopﬁer C. Jennings ( CN=Christopher C. Jennings/OU=OPD/O=EQP [ OPD ] )
CREATION DATE/TIME: 9-DEC-1997 17:00:18.00

SUBJECT: medicare memo

TO: Elena Kagan ( CN=Elena Kagan/QU=0PD/O=EQP @ EOP { OPD ] )
READ : UNKNOWN

TO: Russell W. Horwitz ( CN=Russell W. Horwitz/OU=0PD/O=EQP @ EOP [ OPD ] )
READ ; UNKNOWN

Jeanne Lambrew ( CN=Jeanne Lambrew/0OU=0PD/0O=EOP [ OPD ] )
READ : UNKNOWN

TEXT

::::::;::::ﬁ:::::::: ATTACHMENT ]l o============c=ss===
ATT CREATION TIME/DATE: 0 00:00:00.00

TEXT:

Unable to convert ARMS_EXT:[ATTACH.D77]MAIL43222624G.316 to ASCII,
The following is a HEX DUMP:

FF575043AC060000010A02010000000205000000607F0000000200005EB7DBEACS1B2AF1B7DAS3
F6B7AB53208E3AEO60ATF38ACB782DC7459E54C08A79B5D273FC662CAADI9CT7491CEFB04B96545
0E107E4CB4637D08E93B3ESFEBOB3D1A82B6593252646D9E017DF7F65AA5972EAFE2D73C6629DB%
5459D1BD4DF2B84EB3FC3B3224F5E5569C1l602FCADBFCEES 76 0B6E34D0RA4BC29BCS5B8B53BE78B7
BO3A0OFA306278C071509D25821DFBED4F39E087599613B94D111214155FD3657EADS553D1DD74D2B
5488B7BCOSFO9AECS59E783AF06450531DF9FO083ED92E14A60A333DA03DOD92B1B1863EEB9B219DC
424R40008523FA1BOFC77588069B49B03F52D6A6859D913C4A45E9D56978C8296F19EAOSOEE4DB
A8DO7744138FS1C136960A9340A7F4C16493254B24C029E9FADAFC8477660E7FF6AF09140D83D1
77349B479EEC41426157A7CD867F42E85357EA7AF75914DCA60649EAECDDS89BES 9E42B2CE79DD2
13A71F275A9CBF92EFD1B3A186EF4D716BD51C6DD0212893565845A7A3A05A5851D2ED6B5CD8E7Y
573152D364887A4F5D508A87478094FB250C09C77E0SEAOC3F139FC38F702C2C63B87C8C03FC1C
C9002003D211C3968DCFFE4ADD275DAGES3DASB0O9F319C76E73F1CA296731E9BB67FD5381BB3ES
75EB86AALS5CBFSS3ELF2F971F9B529A07E461FCDCEOSFB62E625BBBCF7FD2C50590B97F950DDAAT
418CDCE2AC02002000000000000000000000000823010000000B010000C0030000005512000000
4E000000CB04000009250100000006000000190500000B3002000000280000001F050000087701
000000400000004705000008340100000014000000870500000802010000000F0000009B050000
08050100000008000000AA0500000055100000003C000000B205000006080100000022000000EE
05000000000000000000000000EEQS500000000000000C000000000EEQ500000055010000004E00
000010060000000000000000000000001006000000000000000000000000100600000000000000
000000000010060000000000000000000000001006000000000000000000000000100600000000
000000000000000010060000000000000000000000001006000000000000000000000000100600
000000000000000000000010060000000000000000000000001006000000000000000000000000
100600000000000000000000000010060000000000000000000000001006000000000000000000
000000100600000000000000000000000010060000000000000000000000001006000000000000
000000000000100600000B30010000004E0000005E06000000984800500020004C006100730065
0072004A0065007400200035000000000000000000000000000000000000000000000000000000
0000000000000000000600GC00000000000000000000057494E53504F4F4C0000000000C800C800
2€012C012C012C01C800C800300000000000000000000000000000000000000000000000000000
000000000000000000060000000000000000000000000000000000000000000000000000000000
000000000000000000000000000000000000000000000000000000000000000000000000000000
000000000000000000000000000000000000000000000000000000000000000000000000000000
000600000000000000000000000000B0100002800C8196810480D000011090000005A000B010000
103600540069006D006500730020004E0065007700200052006F006D0061006E00200052006500
670075006C00610072000000000000000000010002005802010000000400280000000000000000
0000000000000000000000011202002400A1000000A10000000A000000CD1D01000200CE1DCLI00
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December 9, 1997

MEMORANDUM FOR THE PRESIDENT

FROM: BRUCE REED
GENE SPERLING
CHRIS JENNINGS

SUBJECT: Reforms that Prepare Medicare for the Retirement of the Baby Boom Generation

The Balanced Budget Act (BBA) that you enacted took critically necessary steps to
modermze the Medicare program and prepare it for the twenty-first century. It extended the life
of the Trust Fund to 2010, invested in preventive benefits, provided more choice of plans for
beneficiaries, strengthened our ongoing fraud activities, and lowered cost growth to slightly
below the private sector rate through provider payment reforms and modest beneficiary payment
increases. However, the BBA’s policies were not intended to solve the long-term problems
posed by the retirement of the baby boom generation.

The Medicare Commission was established to address the demographic challenges facing
the program. However, a major policy and political question remains. Is there anything we can
and should do prior to the March 1999 Commission deadline that could further strengthen the
program and lay the groundwork for implementation of likely Commission recommendations?

The National Economic Council (NEC) and Domestic Policy Council (DPC) have led an
interagency examination of several targeted policy options. This memo examines options for
coverage for pre-65 year olds, Medicare coverage of patient care costs associated with clinical
trials, and a project to increase awareness of private long-term care insurance. Financing
options to pay for these proposals follow this description.

Your advisors have differing views on whether to pursue any new proposals while the
Medicare Commission is active and which proposals to pursue if you choose to do so. OMB
and to some extent Treasury have concerns about a pre-65 option, because it may open the door
to subsidies for a costly population and have the unintended effect of reducing employer
coverage. Both OMB and Treasury oppose the clinical cancer trials proposal because it could
set a precedent for every other disease group asking for the same treatment. In addition,
altogether, it may well be the case, that the traditional Medicare savings alone will not be
sufficient to offset the costs of these proposals. As such, a decision to propose a pre-65 policy
may be feasible only if the decision is made to propose an income-related premium or, much less
likely, dollars from any residual tobacco tax. It is worth noting that an income-related premium
would clearly be more politically acceptable to our Democratic base if it were linked to a benefit
expansion.
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A.  PRE-65 HEALTH INSURANCE OPTIONS

Although people between 55 and 65 years old are generally more likely to have health
insurance, they often face greater problems gaining access to affordable health insurance,
especially when they are sick. Individuals in this age group are at greater risk of having health
problems, with twice the probability of experiencing heart disease, strokes, and cancer as people
ages 45 to 54. Yet their access to affordable employer coverage is often lower because of work
and family transitions. Work transition increase as people approach 65, with many retiring,
shifting to part-time work or self-employment, as a bridge to retirement. Some of this transition
is involuntary. Nearly half of people 55 to 65 years old who lose their jobs due to firms
downsizing or closing do not get re-employed. At the same time, family transitions reduce
access to employer-based health insurance, as individuals are widowed or divorced, or as their
spouses become eligible for Medicare and retire. '

As a result, the pre-65 year olds, more than any other age group, rely upon the individual
health insurance market. Without the advantages of having their costs averaged with younger
people (as in employer-based insurance), these people often face relatively high premiums and,
because of the practice of medical underwriting, may be unable to get coverage at any price if
they have pre-existing medical conditions. While the Kassebaum-Kennedy legislation improved
access for people with pre-existing conditions, it did not restrict costs.

These access problems will increase because of to two trends: the decline in retiree health
coverage and the aging of the baby boom generation. Recently, firms have cut back on offering
pre-65 retirees health coverage; in 1984, 67 percent of large and mid-sized firms offered retiree
insurance but in 1997, only 37 percent did (although this decline may be slowing). In addition,
in several small but notable cases (e.g., General Motors and Pabst Brewery), retirees’ health
benefits were dropped unilaterally, despite the firm’s prior commitment to their retirees. These
“broken promise” retirees do not have access to COBRA continuation coverage and could have
difficulty finding affordable individual insurance. An even more important trend is
demographic. The number of people 55 to 65 years old will increase from 22 to 30 million by
2005 and to 35 million by 2010, over a 50 percent increase. Assuming current rates of
uninsurance, this trend could raise the number of uninsured in this age group from 3 million
today to 4 million by 2005, without even taking into account the decline in retiree health
coverage.

The last reason for considering the coverage issues of this age group is the likelihood of
proposals to raise Medicare eligibility age to 67, consistent with Social Security. The
experience with covering a pre-65 age group now will teach us valuable lessons if we need to
develop policy options for the 65 to 67 year olds.

Policy Questions. Two central questions guide policy decisions in this area: what is the
target population, and what is the best way to cover these people.
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Whom to Target. As with any incremental reform, targeting is essential to reduce the
chance that the policy does not unintentionally offset or reduce employer health coverage.
While this policy will not affect employers’ decisions to offer coverage to their current workers,
it may affect employers’ decisions to cover retirees, as well as employees’ decisions to retire
early. At the same time, the current level of employer dropping suggests that a policy for the
affected people is needed. Although your advisors remain divided on the advisability of
implementing a new policy in this area, we all agree that any policy protect against substitution
by limiting eligibility to a subset of the pre-65 year olds. There are two design approaches to
achieve this.

The first approach is to limit eligibility by age. We recommend an age break of 62,
which is already the most common retirement age. The 6 million people ages 62 to 65,
compared to people ages 55 to 59, work less (48 percent versus 74 percent), are more likely to
have fair to poor health (26 versus 20 percent), and are more likely to be uninsured or buy
individual insurance (28 versus 21 percent). In addition, it is also the age at which Social
Security benefits can be accessed. Within this 6 million, we could limit eligibility to the 2
million without access to employer or public insurance, and would require that they exhaust
COBRA coverage before becoming eligible. These steps should reduce the likelihood that the
policy will lead individuals to retire or drop retiree coverage.

A second approach is to limit eligibility within a broader age group — e.g., 55 to 65 year
olds — to individuals who lack access to employer-based insurance for particular reasons:
(1) Displaced workers: About 60,000 people ages 55 to 65 lost their employer insurance when
they became lost their job because a firm closed, downsized, or their position was eliminated.
(2) Medicare spouses: As many as 420,000 people lost employer-based family coverage when
their spouses (almost all husbands) turned 65 and retired. This number could grow if employers
drop retirees’ dependent coverage for these spouses as a result of this policy. (3) “Broken
promise” people: A small but visible and vulnerable group is the pre-65 retirees who lost retiree
health coverage due to a “broken promlse ’ (ie., when the employer unexpectedly terminates
coverage).

How to Provide Coverage. The second question is: what is the best way to increase
access to affordable insurance? One approach is to extend COBRA continuation coverage for
longer than 18 months. Currently, COBRA allows workers with insurance in firms with 20 or
more employees to continue that coverage for 18 months by paying 102 percent of the premium.
The major problems with extending COBRA are that (1) people in small firms are not eligible,
(2) businesses will consider the policy an unfunded mandate, and (3) the policy could lead to
discrimination against hiring older workers. In addition, firms could use this longer COBRA
mandate as an excuse to not cover any employees. Despite these difficulties, a COBRA
extension appears to be the best option for the “broken promise” people, since the former
employer would bear some of the costs of its decision to terminate coverage and COBRA could
then serve as a “bridge to Medicare” for this population.
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A second option, preferable for most of the target groups, is a Medicare “buy-in.”
Eligible people could buy into Medicare at the age-adjusted Medicare payment rate, plus an
add-on for the extra risk of participants. Because the actuaries think that most participants will
be sicker than average, this add-on will be costly. To attract healthier people and make it
possible for more people to take advantage of the benefit, we could defer payment of the
additional cost until age 65 by “amortizing” this payment. Under this scheme, Medicare would
pay part of the premium as a loan up front, with repayment by the beneficiaries with their Part B
premiums after they turn 65. The HCFA actuaries have estimated that this Medicare “loan” in a
worse-case scenario would cost $1.1 billion per year assuming participation of no more than
300,000 people. Because the preliminary estimates assumed that only sick people would
participate and that all would enroll in one year, and because they did not take into account the
pay-back from beneficiaries, the official estimates, expected soon, will probably be lower.
Subsidies would be considerably more costly and your advisors agree that we cannot afford it.

Option 1. “Broken Promise” People Only. All your advisors recommend a policy
that employers who break their promise of providing retiree coverage extend COBRA so that
retirees can buy into their active employer plan at a higher premium as has been done for other
special COBRA populations until age 65. This option has no cost to the Federal government.

Option 2. Medicare Buy-In for Select Groups. The second option is to allow a
limited group of 55 to 65 year olds to buy into Medicare. If you decide to consider any of the
Medicare buy-in proposals, OMB favors undertaking only the “Medicare spouses” — primarily
uninsured women ages 55 to 65 whose husbands are already on Medicare. OMB argues that, if
the goal is a limited test of a buy-in for the pre-65 year olds, this is a discrete group whose
eligibility would likely have a smaller effect on the general trend in retiree health coverage or
retirement. The Department of Labor strongly supports a policy to help displaced workers, in
line with the broader theme of improving workers’ security. In the absence of a buy-in, Labor
would support a COBRA extension, though this approach would help fewer people. HHS
supports covering these select groups, but is concerned that the enrollment be sufficient to justify
the administrative effort. The small size of these groups means that costs will be low.

Option 3. Medicare Buy-In for 62 to 65 Years Old Plus Selected Groups. The third
option is to permit eligibility for 62 to 65 year olds plus a group like displaced workers.” The
cost of this option is not yet known but will likely be less than $5 billion over 5 years. HHS and
NEC/DPC think that this is a sufficiently narrow group to limit significantly the effects on retiree
health coverage or retirement. This group is also more representative of the 65 to 67 year old
population, giving a better sense of what would happen if Medicare eligibility were postponed to
67 years old. Although Treasury is concemed that this policy could become an underfinanced
policy expansion, some concerns would be allayed if the buy-in participants were enrolled only
in managed care, so that the insurers and not Medicare bore the risk. This approach, however,
could be politically difficult given the distrust of managed care. OMB thinks that the 62 to 65
group is not narrow enough and that the “unsubsidized entitlement” (the subsidy is in the
financing) will not stay that way for long. It is important to note that we are still wa1t1ng for
actuarial analyses, which could alter the recommendations of your advisors.

B. PRIVATE LONG-TERM CARE OPTIONS
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" A second idea to improve access to insurance focuses on long-term care. Unlike acute
care, long-term care is not primarily financed by private insurance, which pays only 6 percent of
its costs. Medicaid pays for 38 percent, Medicare pays for 21 percent, and families pay for 28 of
the costs out of pocket. This large government role may not be sustainable as the baby boom
generation retires. Today, one in four people over age 85 lives in a nursing home. This could
increase substantially as the proportion of elderly living to age 90 is projected to increase from 25
percent to 42 percent by 2050. Thus, it is important to encourage the development of private
insurance options. The Kassebaum-Kennedy legislation took a step in this direction by
clarifying that certain long-term care insurance is tax deductible. But because many people
incorrectly assume Medicare covers all of their long-term care needs and do not know about
private long-term care insurance, more action is needed. This action could include providing
information to Medicare beneficiaries about private insurance, funding a demonstration program
to improve the quality and price of private insurance, or both. None of these options includes a
new Medicare entitlement or subsidy.

Information on Quality Private Long-Term Care Insurance

We propose to leverage our role in Medicare to improve the quality of and access to
private policies. HCFA would work with insurers, state regulators, and other interested parties
to develop a set of minimum standards for private long-term care policies. If a plan met these
standards, Medicare would approve its inclusion in the new managed care information system.
(As a reminder, the BBA included provisions to provide annual information on managed care
choices to beneficiaries.) This proposal would build upon that system and cost up to $25 million
in discretionary funds over 5 years ($5 million in FY 1999), distinct from the user fees currently
authorized for the managed care information system. We also could propose a demonstration
that would test the feasibility of a partnership between Medicare and private long-term care
insurance on a limited basis. The cost of a demonstration would depend on its size and policy
parameters, but could be limited to $100 to 300 million over 5 years.

Discussion

We believe this proposal has significant potential and is worth further developing. There
is some concern at HHS that coming to an agreement on a set of standards could be difficult and
that insurers may argue that our standards drive up the cost of the policies, making them
unaffordable. HHS also would prefer that any demonstration be funded through the mandatory
budget. However, these concerns may not be insurmountable, especially since one objective of
a demonstration could be to investigate high quality private options that are affordable. Finally,
we are still looking into the feasibility and advisability of using tax incentives to encourage the
purchase of private long-term care policies and/or the use of IRAs for long-term care financing. -
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Medicare has not traditionally covered patient care costs associated with clinical
trials. Scientists and advocates believe that we are not making sufficient progress in
treating cancer, in part because the lack of Medicare coverage limits participation in these
trials. HHS and DPC have been working on an approach that covers patient care for a
limited number of these trials. Because of concerns about its cost, OMB and Treasury
strongly oppose this option.

Nearly half of all cancer patients are covered by Medicare, yet Medicare does not
cover patient care costs associated with these trials. This care can often be prohibitively
expensive for cancer patients and their families, perhaps explaining why only 3 percent of
all cancer patients participate in trials. Expanding Medicare coverage could increase
access to trials for the many beneficiaries with cancer. Historically most insurers have
covered clinical trials for children. As a consequence, nearly 70 percent of children with
cancer participate in clinical trials. Scientists agree that this participation rate has helped
improve cancer treatments for children, and some argue that it is one reason for the
dramatically higher survival rates for children cancer patients. '

h

This problem has significant implications for research in all cancer areas,
particularly for those cancers like prostate cancer where scientists still have no good
answers and where clinical trials are particularly undersubscribed. According to a former
National Cancer Institute director, if 10 percent of all cancer patients participated in such
trials, trials that currently take three to five years would take only one year. Additionally,
as the nation's largest insurer, Medicare plays a significant role in setting the standard for
the insurance companies. A commitment from Medicare to cover clinical trials would go a
long way to encourage private insurance companies to cover these trials.

Proposal

We have developed a proposal to expand Medicare to cover cancer clinical trials
conducted at the NCI and trials with comparable peer review. In addition, we would
require a National Cancer Policy Board to make further coverage recommendations, and
HHS to assess the incremental costs of such trials compared to conventional '
Medicare-covered therapies. Assuming the true incremental costs are substantially less
than the actuaries project, as we believe, additional trial coverage as recommended by the

Board could occur. The initial coverage would cost $1.7 billion over five years. Senators
' Mack and Rockefeller have developed a more expansive and expensive proposal
(co-sponsored by 26 Senators), which covers all FDA trials, many of which the experts
believe do not meet a scientifically-meritorious standard. However, we do believe that
there may be some middle ground between our proposal and the Senators’ proposal that
could be justifiable on policy grounds but more costly.
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A possible alternative way to cover clinical cancer trials’ patient care costs is to
dedicate resources from any significant increases that NIH / NCI receive in the upcoming
budget. NCI could use these increases to simplify and centralize their clinical trials
system, which has the potential to increase patient access. Although this option may be
viable, the cancer community has clearly stated its preference for extending Medicare
coverage. Another possibility is to require drug companies desiring Medicare coverage of
additional clinical trials to contribute to the part of the patient costs.

Discussion

HHS is supportive of this policy and believes that it would not only give Medicare
beneficiaries, who represent a significant portion of cancer patients, much-needed choices
but would encourage the private industry to cover clinical trials as well. There is no
question that this proposal is the highest priority for most of the cancer community as well
as many in the women's community who believe it is an essential step to improve breast
cancer treatment. However, the advocates have made it clear that they would strongly
- prefer the more expansive and expensive Rockefeller/Mack approach. Conversations with
the Senators suggest that they would support this proposal as an important first step; this
support will weigh heavily with patient groups and the cancer community.

OMB and Treasury oppose the Medicare coverage option strongly. They note that

it would involve very substantial costs ($1 to 3 billion per year) to provide medical services
that are experimental, and therefore are unlikely to help the majority of beneficiaries.
Once an exception has been made for experimental cancer drugs and therapies, they argue
there is no reason that similar support won’t be demanded for experimentation with
Alzheimer’s, Parkinson’s, and other maladies. As a result, these costs will grow as other
therapies are included. They also believe that Congress would likely expand the proposal
beyond coverage of NCI trials and that this expanded coverage will be very costly (up to $3
billion over five years). OMB also believes that rather than Medicare leading the way on
clinical trials, drug companies should be the first to contribute to improving access for
Medicare beneficiaries.

While recognizing the OMB and Treasury concerns, the DPC/NEC believes that this
policy has potential to contribute to important expansions of clinical trials and possible
break-throughs in cancer treatment. We believe that we should investigate the possibility of
amending the current policy to tap into the drug industry as a financing partner. In addition, we
believe that this policy will be even more attractive if we are unable to find the resources to
double the NTH budget. Although we support the cancer clinical trial policy, if we have
limited resources available in Medicare and it comes down to a choice between the pre-65
initiative and this one, we would recommend the former.
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D. PAYING FOR INITIATIVES: MEDICARE ANTI-FRAUD AND
AN INCOME-RELATED PREMIUM

We assume that the funding for these Medicare initiatives will require Medicare offsets.
One approach is to use Medicare anti-fraud initiatives. HHS and OMB believe that these offsets
could total about $2 billion over 5 years. This could fund some, but not all of the initiatives
described above. To fund a more expansive series of initiatives, you will probably have to
consider an income-related premium. As you know, Medicare subsidizes 75 percent of the Part
B premium for all beneficiaries, including the wealthiest. This policy is not only regressive; it
ignores the fact that higher income beneficiaries actually cost Medicare more than poor
beneficiaries. But the addition of an income-related premium would constitute a move away
from the concept of social insurance. ' ’

Anti-Fraud Provisions

In our ongoing efforts to reduce Medicare fraud, we have identified a number of small but
important policies that could sum to about $2 billion over five years. Several of them address
problems identified by the HHS Inspector General, such as the overpayment by Medicare for
certain cancer drugs, highlighted in recent press reports.

Income-Related Premium

As you know, the Administration has publicly supported an income related premium.
However, it is not clear whether we should carry through on this support by including it in the
budget. The Medicare Commission will definitely consider and probably recommend this
policy. Yet, there remains some Democratic opposition to this policy and some of your advisors
would counsel not to move unilaterally in this direction. Because this issue is extremely
controversial, this description is not intended to present recommendations but to begin a
discussion of the topic.

Building from our position last summer, the income-related premium would be
administered by the Treasury Department, not HCFA or the Soctal Security Administration.
Eligible people would fill out each year a Medicare Premium Adjustment form (a separate form
or a line on the 1040 form) and send a check to “The Medicare Trust Fund.” The two open
questions are: who pay and how much do they pay. The answers to these questions determine
costs, but the more modest proposals generate about $8 billion over five years.

Who pays. The income thresholds determine how many people are paying the higher
amount. We proposed thresholds of $90,000 for singles and $115,000 for couples in the Health
Security Act. Last summer, the Senate, including most centrist Democrats, passed a policy
where the extra premium payment began-at $50,000 for singles and $65,000 for, couples. During
the budget debate, we did not state publicly our support for any particular thresholds.
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" How much. The amount of the payment for the wealthiest beneficiaries is a second
question. In the budget debate, we argued that a 100 percent premium (no subsidy) would cause

‘some healthy and wealthy people to opt out of Medicare. However, an analysis by the Treasury

Department this fall found that the effects of a 100 percent premium would be small. (About
5% of beneficiaries who pay the full premium would drop.) HHS would strongly object to
changing our position and supporting an income-related premium that completely phases out the
Part B subsidy. If we decide to change our past policy, it might be advisable to have a strategic
discussion about the timing of announcing such a change. It could be an important in
negotiating the give and take on this issue.

Discussion

The decision to include an income-related premium is a complicated one. On one hand,
it is almost certain that this policy will be recommended by the Medicare Commission. At that
point, however, we will have less opportunity to direct any of its revenue toward important
Medicare reforms like a Medicare buy-in.  On the other hand, many Democrats and possibly
AARP will oppose the income-related premium as a beneficiary payment increase. A possible
exception is if it is explicitly linked to a Medicare investment or possibly a pre-65 policy. In
addition, Republicans might label it a new tax and use our support for it as an issue during the
1998 campaign.

Although our discussions are ongoing, the agencies believe that the decision to propose
an income-related premium depends on the context. OMDB’s position ultimately depends upon
the entire package of initiatives and savings being offered. OMB considers the income-related
premium to be a sound policy option, but believes that it should be considered as a means to
offset Medicare Trust Fund insolvency or provide benefit expansions for the currently eligible
Medicare population. HHS believes that if an income-related premium is pursued, its savings
should be used for Medicare. HHS further notes that Medicare has already contributed $115
billion in savings and that we may wish to preserve this option for the Commission
recommendations lest we have the Commission with no reasonable options. DPC/NEC will
prepare for a separate meeting to discuss this issue.
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Record Type: Record

To: Cynthia A. Rice/OPD/EOP
cc:

Subject: Did you see this?

From today's McCurry briefing:

Q .On welfare, there's a new study out today that says
that jobs exist for only about half of the displaced welfare workers
and there are protests being planned tomorrow in 50 states. Does the
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President have any plans or ideas to find jobs for these displaced
workers?

MR. MCCURRY: We've been working ceaselessly on that, as
you know. From the efforts that we've made to encourage a response
by the private sector to the works that we're doing with state
governments to assure that there are services, training, placement

services available -- there's a considerable amount of effort both in
the public sector and the private sector to get the kind of response
we need and we need -- we have an economy, remember, that's now

created almost 14 million jobs in the last five years, so the jobs
are there. Matching people who we're formerly dependent on welfare
to the job opportunities that exist has to be part of the effort, but
also encouraging private sector employees to take a charice on someone
who has been welfare-dependent has been a major part of the
President's effort. He's worked on this, done lots of events. I
think you've all been at some of those events.

Q Does that mean that he's done everything he can and

it's up to the private sector now?

MR. MCCURRY: Well, he's has not done everything he can
because he plans to do more and has been doing a great deal to
stimulate that kind of response. We've been working on this I think
-- I don't think anyone can challenge-the notion that the President
has devoted a considerable amount of time to making sure that this
transition that has to occur in our economy away from a model of
dependency through the cycle of welfare that existed prior to reform
-- we've made it clear that we've got to change the whole culture and
the ethic of how employers and those who are welfare-dependent
approach their own responsibilities as we implement welfare reform.

Page 2 of 2
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or re-done. Thanks.
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DATE:December 9, 1997
RE: . Asian Pacific American Leaders Meeting

The following are responses to immigration policy questions raised by Asian Pacific American
leaders at an October 16, 1997, meeting with Erskine Bov_vles. ' ‘

Q. The final report of the Commission of Immigration Reform (“CIR”) does not support
family reunification of adult siblings (“fourth preference”). The groups stated this is an
important eligibility category and request that it be maintained.

One of CIR’s recommendations was the reduction in the level of “core” admission