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SUBJECT: 

Bruce Reed 
Elena Kagan 

DPC Weekly Report 

THE PRESIDENT HAS SEEN 
'-l -,5- 'to) 

1. Health Care - Democratic Patients' Bill of Rights Event: You are scheduled to 
join Democratic members of Congress in Philadelphia on Friday to highlight the need for strong, 
enforceable patients' bill of rights legislation -- and to contrast the proposal we favor with the 
weak version of the bill reported out of the Senate Labor Committee just before recess, At the 
event, you can announce an Internet-based petition, which is intended to attract over one million 
signatories, in support of a strong, enforceable patients' rights bill. You also can announce the 
OPM "call letter" that takes the final step in requiring all participating FEHBP insurers to come 
into full compliance with the patients' bill of rights. 

~ 
, 

,,' 2. Health Care - Medicare Annual Cap on Rehabilitative Services: You recently 

~
~ asked about the $1500 annual cap on Medicare payments for outpatient physical therapy and 
I ., other rehabilitative services. This cap was included in the Balanced Budget Act at Congressman 

, ~ ~ , Thomas's insistence; we· had· opposed ,oit,for ,fear thaHt, would ,have'an adverse--irnpact, on ,"'~.,. '" ." .\ ,_, ~;"',U"'" 
'~"V~ chronically ill beneficiaries. Providers and advocates are now arguing that the cap has had just 
~ such an impact, pointing to a recent study showing that almost 13 percent of Me!ljgare 
~~~ beneficiaries incur si . ficant out-of- ocket ex enditures as a result of the cap. Senator Grassley 

~
ru\~ has proposed legislation that would allow Medicare beneficiaries to excee the cap if they have 
~ an illness that clearly requires additional services. This proposal, however, may prove very 
~ ~~o/~~,costly; we are scoring it now as well as reviewing alternatives. 

~1tt~1(I , 
~~ 3. Health Care -- Medicare Toll-Free Line: HHS institut~d on Thursday a new 
~,I\ nationwide toll-free telephone line, 1-800 MEDICARE, to help Medicare beneficiaries learn 

about the new health care options available to them under Medicare+Choice. Callers can talk to 
a customer service representative in English or Spanish to get information about the Medicare 
program generally and/or about particular Medicare health plans in a community. 

4. Tobacco - Medicaid Recoupment: We met this week with the major public health 
groups to discuss'ways to build support for our proposal to ensure that a portion of the tobacco 
settlement funds goes to prevent youth smoking. We urged them to develop a political and 
communications plan focused on the effectiveness of such programs and the refusal of many 
states to use settlement money for this purpose. To use just a few examples: the Oklahoma 
legislature is considering using the money to eliminate highway tolls; Louisiana's governor has 
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propose::d paying off state:: de::bt imd funding ge::ne:: the::rapy research with the funds; and Rhode 
Island's governor has proposed using the first installment to balance the budget (which has set off 
a fierce debate in the legislature). In addition, many states purporting to spend the tobacco funds 
on public health or tobacco use prevention are merely supplanting current spending, effectively 
freeing these funds for other uses. The public health community so far has been utterly 
ineffectual on this issue, but we hope participants in the meeting emerged with a better 
understanding of the political situation we face and some more effective strategies for dealing 
with it.' ' 

5. Tobacco - Oregon Verdict: A jury in Oregon last week ordered Philip Morris to p~~ 
$81 million in damages (including $79.5 million in punitives) to the family ofa man who die<.t'll .'(( 
of lung cancer after smoking for 40 years. The verdict was the largest ever against a tobacco "'LJ''''''' 
company, exceeding the $51.5 million verdict awarded by a California jury against Philip Morris 
earlier this year. Shares oftobacco companies fell sharply this week as a result of the verdict. 

6. Welfare -- Child Support Computer Systems: You recently asked about an HHS 
policy denying federal reimbursement to states that entered into contracts for child support and 
child welfare computer systems without first receiving federal approval. HHS has applied this 
policy strictly, refusing federal payments evs:n when the federal government clearly would have 
approved the contracts. In the past, HHS has denied federal funds to California, Hawaii, Kansas, 
Nevada, and Pennsylvania on these grounds. In recently reviewing this policy, however, HHS 
officials discovered that it is in conflict with the department's current policy on Medicaid 
computer systems -- even though the two policies are interpretations of the same regulation . 

. ' h" .. ,,, ,~, ."" "When" it eomes' to Medicaid 'computer contracts,' HHS·· provides 'reirni;mFsement Feven ~ in-the.~ '.~ .. '~,'r. ""., .• >0 

absence of prior approval if the contract meets departmental requirements and the state institutes ~y 

controls to ensure that it will seek advance approval in the future. HHS officials are now trying ~y: 
to reconcile the two policies; they probably will decide to adopt an agency-wide policy similar " 
to the policy that now is applied in the Medicaid program. . 

7. Welfare -- Food Assistance: You recently asked what we could do to ensure that 
families obtain needed food assistance, in light of some reports that more working families are 
seeking help from private food bimks. We are working to address these issues on two fronts: first, 
to ensure that states follow the current food stamp law by providingassjstan~e to all eligible 

. individuals who seek assistance; and second, to develop and implement new initiatives to make 
the food stamp program more accessible to working families. 

We have taken numerous steps in recent months to ensure that states follow the food 
stamp law. USDA has launched a number of investigations of state and local practices, including 
an inquiry in New'York City which found that local welfare offices were not allowing individuals 
to apply for food stamps on their first VlSlt to the office. (USDA issued a formiiI wammg to New 
York 'that it would impose penalties if the city were to contmue these practices; around the same 
time, a federal district court judge issued an injunction prohibiting the practices and requiring the 
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,city to submit a corrective action plan to the court.) USDA also has issued fonnal guidelines to 
all states reminding them of their obligations under the law. 

In addition to these enforcement actions, we are working with USDA and others to 
develop and implement efforts to make food stamps more available to eligible families. 
Historically, individuals with earned income who are eligible for food stamps have been only 
about half as likely to seek them as individuals receiving cash assistance. In part, this is because 
individuals with earnings are eligible for far less in food stamps and may decide the amount is' h 
not worth it. In part, it is because individuals need to report earnings to the food stamp office, ,~~ 
and working people often find it hard to get to the office during open hours. ?),'.a,,,,;.t{ ~ 

We are currently working with USDA and OMB to devise administrative proposals to <I,i 
help address these and other potential barriers, and we hope to provide you with a set of 3( 

recommendations soon. Our biggest problem will be cost: the most effective administrative ~ 
proposals are likely to cost several hundred million dollars, and OMB's policy is to insist on Q~~ 
equivalent offsets from the relevant department. In addition, we will be working to enact the 
proposals in this year's budget to increase funds for food stamp outreach (the budget proposes ~ • 
a 50 percent federal match for media campaigns and other outreach activities) and to expand the,4] 'i(/ 
class of legal immigrants entitled to receive this benefit. ~~ 

, 8. Education -- Workforce Investment Act Rule: OMB and DPC have almost 6.. ~ ~ 
l. completed work on.the Dep~ent of Labor's interim,final rul~ to i~plem~~t the Workforce ~ ~'"C<., 
,~ Investment Act, which you SIgned last August to refonn the natIOn's]ob trammg system. The 
"~' .o" ., """TUle wi~l assist 'states 'and communities to' develop 'a netw~~k. 'of One-Stol?:Career-Genters. (at least" '.-' 
l 2,500 upon full implementation) to provide a wide range of employment services to both job 
() seekers and employers. The rule also will implement the Act's provisions on Individual Training 
f-~ Accounts, which will give individuals access to quality job training programs of their choice. 
~ Consistent with the goal of consolidating and streamlining job training programs, the new 
~~ regulation. is approximately half the length of the rule. it replaces.. The department consulted 
~1! broadly WIth state and local governments, key CongressIOnal cOmmIttees, and other stakeholders-
~ [ in developing the rule, and we expect it to get a good reception. 

, ~ 9. Drunk Driving - .08 BAC Studies: The Depart;ment of Transportation released two 
, independent studies last week on the effect of lowering the illegal blood alcohol concentration 
(BAC) from .10 percent to .08 percent. One study estimated that .08 BAC laws resulted in 275 
fewer fatalities in the 16 states that had these laws in 1997 @d that an additioflal-S90 lives could 

. --have been saved if all 50 states had .08 laws . .ft s,econd, II-state study found that .08 BAC laws 
were associated with significant reductions in alcohol-related fatalities in five of the states studied 
(VT, KS, NC, FL;NM), with two other states (VA and CA) registering reductions following the 
adoption of both a .08 BAC law and an administrative license revocation (ALR) law (under which 
police immediately suspend the license of a drunk driver) and the remaining four states (UT, OR, 
ME, NH) showing no statistically significant changes. The GAO is planning to release in June 
a review ofthese and other existing studies on .08 BAC laws, as required by the transportation 
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bill you signed last year. We expect that the GAO will criticize earlier NHTSA studies, but 
confirm the soundness of the new studies and conclude that .08 BAC laws can be effective in 
reducing alcohol-related deaths, especially in combination with ALR laws. 


