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STATUS OF HEALTH BUDGET IDEAS IN PASSBACK, 11/23/98

(lralics indicate discretionary funding}

NEW IDEAS REMARKS
Long-term care tax credit NA
Offering private long-term care NA

insurance to Federal employees

Family Caregiver Support
Program faew Administration on
Aging grams}

£

Wil fund this new program
but only at 810 nullion —
auech lower than the reguested
S158 mitiion

Necessary fo aliract aying nefwork
o support our long-tern: care
puolicies. Withow fidl funding
carmot Support ragrams in ol
sttes. VP will be ally,

Nursing home guality itiative
{FIHS has asked for § 100 million}
t

#
3

Wil fund ot a lower level,
peprtially through pofitically
problenatic user fees

May need more money jo atiract
validetors. Ask if user foes are
really viable,

. N .
Educating Medicare bengficiaries
about long-term care alternatives

Swupport idea b not sure
abot any funding (asking 325
mitlion}

Lowecast activity worth the effori;
shows we are not counting on

Medicare (o expand, ~8){_(_

2, DISABILITY

Jeffords-Kennedy Work
Incentives Improvement Act

Included in 'pz'issl‘)a'ck‘ -

Tax credit for people with
disabilitics :

NA

Medigap reform :far people with
disabilities :

No cost / included in passhack

Funds for Medicoid de-
institutionalization desrmstration
{854 prtlion}

Rejectod by OMB

Ixyne s major priority for activists
A mmigcht not be warth the figh
since they may well think our base
proposal is too madest, let alone any
compromise with OMB

3. MODERNIZING MEDICARE

Adopting private sector,
competitive pricing stratepies

Included in passhack

Reducing Medicare frand and
overpayment

Included in passhack

Prescription drug coverage for
Medicare beneficiaries

OMB is considering some

iype of limited state grant
proposal

Worth considering, but may expose

us 1o criticism that we gave up on a
real Medicare drug benefit and are
undermining those that want one




Lot
and
?uﬁs,

Bk

1

fnnsnnansnns

NEW IDEAS

PASSBACK STATUS

REMARKS

Pratecting Medicare beneficiaries
from HMO withdrawals

No cost / included in passback

Redegigning and increasing
enrollment in Medicare’s
Preminm assistance program

No cost / likely 1o included in
passhack

Cancer clinical trials
demonstration |

Reiected unless funded by
tabacco,

VP priority. He'll need to fight to
get in budget.

Bringing children's hospitals e
parity wish afl other hospitais
training future doctors {eould be
discrevionary or cqzxped
mandatory)

Rejected

FLOTUS priority, need to fight o
get in budget. Because of financial
well-being of children’'s hospitals,
OMB opposes. There is g viabie
equity w'gumem here.

TR
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e iy ok

Grants aad/or tax incentives for
small business ;mrchasmg
coalitions

Do not know states; hoping
for at keast $50 million

Please check status.

Children’s hzzai%?z surance
ontreach

Probably included, but ina
budget-neutral form

Appears acceptable

Medicaid extension for foster

children ;

Likely included in passback

FLOTUS priority. We should
support,

Health cevcrage gprtioms for
peoeplo ages ‘%’S o 65

Rejected

Moynihan & Gephardt have
indicated that they will introduce
this; could seem strange if we do
not, President still seems interested.
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Fighting hioterrorism {8100
mitlion) :

Included in passback as part
of u larger public health
inifintive

Frobably ok but you may want 1o
confirm aidequacy for this and the

Comﬁmz’ng resistont 10 anti-
bistics {super bug) (820 million)

Subsumed in bioterrorism
inttiative

super-bug initiative

See abave

Investing in biomedical research
(3300 million plus)

Very small increase in funding

Assume that VP will demand pch
higher discretionary funding,
supplemented by tobacco

New initiative to prevent and
treat asthma (825-30 mitlion)

=T

Accepred EPA increase in
Sunding

Check to see if any public health or
Medicaid money available - EFA
only funding is insufficient
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NEW IDEAS PASSBACK STATUS Ri&ili(ﬁ

R
Weds | President’s Race & Health No new money but earmarked | Needs new mowey; will not be
e’“i‘\ Initiative for targeted diseases 330 million from new CHE vigwed as crodibie withont it
- || with serious disparities in Sunds

incidence / outcomes ($80 m)

N as || Investment in mental heaith No new money / probubly u Prasents o politicad problem since
le‘ services and substunce abuse re! cul §f you include all mental health is viewed as
treatment ($3-100 million} memial health budger chronicatly underfundod & PP and
; calegories Tipper are hosting 1999 conference
Improving access 1o promising Jrerease in overad] Ryan We prabably will need a bit more -
HIVIAIDS drugs White funds of $70-88 m. totad 1o about §100 miltion or so
Heart disease initiative (820 m.) | Do not know staius g:x‘gase czizec.;g;}atas >
Investing in DoD breast cancer / | Do not know status. Check Piegse chock stotus, We have never
. prosicie cancér, ostecporosis Junding of previous years. put money info this account. If DoD
- ; programs (3256 million) . geis big increase, we may as well
UV PN N ce e el fumd some of our priovity disease -

research here (we bave more
control over this money).

WNewds | Riral emergency system proposal | Probably rejected We need 1o fight w include
1.»«-" to sustain viability of heaith care something in the hudget,
Jacilities (36 nullion) :

Enhancing drug approvals, food | Included, but not anywhere Apparently not a bad number; lot
sqfety and other FDA priorities near the request, two user fees | HHS push if they want more. User
Jund devices & food initiatives | fee structure {f very good,

Improving health for medically 3175 million increase, which | Mary Smith recommends af least

underserved Native Americans is large relative 1o virmually il | 3225 million
{8500 million) - other discretionary items but
fexs than the amount it says is
. _ needed for basic health

Hems recommended by OMB / not on our list:

w2 Medicaid cost aEIMiHi@Q in savings over 3 years from recapturing an goverpayment in
Medicaid adminisirative costs. This was in last year's budget and was almost included in the
s Chnnibug Bill but was rejecied. Somewhat legitirnate policy concerns have heen rsised by stales and
advocates about both the mechanism for recapturing this money (i.e., the prohibition on ustng TANF
funds for administrative costs) and the other demands that we are placing on administrative cosis in
states {¢.g., children’s health outreach, better enforcement of nursiog home standards). Probably
very big mistake to include again, particularly if there can be no draw down {rom TANE,

«  Reduetion in Medicare hospital payments. There is growing evidence that Medicare is overpaying
hospitals, even with the reductions made by the BBA. However, it is not clear whether this evidence
justifies the politically painful act of cutlting hospital payments. We are still roviewing the feasibility
and advisability. If we use, however, need validation from independent source,

-
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Attached is the current edition of the health care budget ideas. As you know, thesc will be
altered as new policy and budget information becomes available. However, they do represent the

most likely priorities for the budget deliberations.

,' .
The tax mccntwc provisions and the spending initiatives from last years budget are in fairly good
shape in lerms of scoring. It will take more time to develop sound cost estimates [or the new
initiatives, but we have done our best to estimate expenditures where possible. Having reviewed
the initial HHS, budget submission and talked with OMB, we believe that the vast majorily of

these initiatives are viable,

i
We do expect there to be additional public health initiatives that we’d like to talk to you about In
addition, we are still working with Labor on a number of their health care initiatives,

We are also reviewing funding included in the omnibus bill that we may be able to highlight later
this fall. As we discussed, we are looking to explore inifiatives at CDC related to the superbug

and other public health challenges.

[f you need to talk with me about these initiatives prior to your meeting tomorrow, don’t hesitate
to contact me via SkyPage. Hope the information is helpful.

|
Chris
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HEALTH BUDGET IDEAS (October 22, 1998)

1. Long-Term Care

Long-term care tax credit. (new policy) Along with the lack of coverage of
prescription drugs, the poor coverage of long-term care represents a major cost burden
for the elderly and their families. Long-term care costs account for nearly hall of all
out-of-packet health expenditures for Medicare beneficiaries. This proposal would
give people with three or more limitations in activities of daily living (ADL) or their
caregivers a tax credit of up to $1,000 to help pay for formal or informal long-term
care. (Cost: About $4.6 billion over 5 years, offset by closing some tax loopholes;
helps about 2.3 million people).

Offering private long-term care insurance to Federal employees. (new policy)
Since expanding Federal programs alone cannot address the next century's long-term
care needs, the Federal government --as the nation’s largest employer --could illustrate
that a model employer should promote high-quality private long-term care insurance
policies to its employees. Under this proposal, OPM would offer its employees the
choice of buying differing types of high quality policies and use its market leverage to
extract b{:tter prices for these policies. There would be no Federal contribution for this
coverage. (Cost:  Small administrative costs; OPM  estimates about 300,000
participants).
i

Family Caregiver Support Program. (new policy) About 50 million people provide
some type of long-term care to family and friends. -Families who have a relative who
develops:long-term care needs often do not know how to provide such care and where
to turn for help. This proposal would give grants from the Administration on Aging
to states to provide for a “one-stop-shop” access point to assist families who care for
elderly relatives with 2 or more ADL limitations and/or severe cognitive impairment.
This assistance would include providing information, counseling, training and

arranging for respite services for caregivers. (Cost; About $500 -750 million over 5
years).
|

Nursing fllome quality initiative. Last July, the President announced an initiative to
dramatically improve the quality of nursing homes, by strengthening nursing home
enforcement tools and improving Federal oversight. This past week, the Justice
Department and HCFA held a conference to begin to develop other nursing home
quality/anti-fraud and abuse initiatives with enforcement agencies across the nation.
To respond to the critical need o improve quality of nursing homes, implementing the
initiatives the President outlined in July or other new efforts could be included in the
budget or as a freestanding initiative, These initiatives will no doubt include new
egforcement provision_g (e.g., increased penalties, etc.), as well as new funds to

!
|
|
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conduct more frequent surveys of repeat offenders and improve surveyor training, We
are also working with the Department to explore the possibility of establishing a
Nursing Home Commission (0 oversee HCFA s efforts. (Costs:$750 million over §
years), .

Tax cr edlt for work-related impairment expenses for people with disabilities. (new
policy) 'Almost 75 percent of people with significant disabilities are unemployed;

many of those within the population cite the cost of employment support
services/devices, as well as the potential to lose Medicaid or Medicare coverage, as
ihe primary barriers to seeking and keeping employment. This proposal would give
2 50 percent tax credit, up o $5,000, for impairment-related work expenses. This
palicy overlaps to some degree with the Jeffords-Kennedy Work Incentive proposal,
described Tater, but has the advantage of helping people in all states irrespective of
whether states take up optional coverage. (Cost: About $500 million over § years,
offset by, closing tax loepholes, and would hetp about 300,000 people).

2. Modernizing Medicare

Adepting private secter, competitive pricing strategies. {FY 1998 budger) The
President has consistently supported making Medicare more competitive by giving the
Health Care Financing Administration the same tools 1o manage health care costs as
are used by private sector plans. This includes competitive pricing for services like
durable medical equipment and other supplies; expanding the competitive pricing
clemonstratwn for managed care; and adopting new payment methodofogies like
Centers of BExcellence, among others, Although these ideas are being considered by
the Medicare Commyission, the President could take the lead on improving competition
within Medicare since he has supported this approach in the past. (Savings: 301 to
$0.5 billion, depending on the policies).

Prescription drug coverage for Medicare beneficiaries (new policy). The lack of
coverage,for prescription drugs in Medicare ts widely believed to be s most glaring
shortcoming. Virtually every private health plan for the under-63 population has a
drug benefit, in recognition of the medical community’s reliance on prescriptions for
the provision of much of the care provided to Americans. Lack of Medicare coverage
of drugs results in high out-of-pocket beneficiary costs —which will only increase in
the next century as most advances in health care interventions will bhe
pharmacologically-hased. Responding io this fact, Republicans and Democrats on the
Medicare Commission, as well as almost every health care policy expert, are
consistently stating that reforming Medicare without addressing the prescription drug
goverage issue would be a mistake. We are developing a wide variety of options,
including a means-tested Medicaid option, a managed cure benefit only approach, a
traditional benefit for all beneficiaries, and an unsubsidized purchusing mechanism that
wses \:!edzwre § size as leverage for drug discounts for beneficiaries. 1f desirable, «

proposal could be included in the budget or coordinated with the March release of the
Medicare Commission’s recommendations. (Cost: Varies sigaificantly depending on

i
|



proposal, but could be $1 to 20 billion a year; assumed offset would be Medicare
savings, which might more easily be achieved in context of a broader reform
proposal).

Protecting beneficiaries from HMO withdrawals from Medicare. This year, a
number of HMOs have pulled out of Medicare with only a few months notice, leaving
50,000 beneficiaries with no plan options in their areas. These withdrawals are
causing beneficiaries unnecessary hardships as they rush to find alternative sources of
coverage. The President has stated his deternination to work with the Secretary of
HHS and Congress to develop legislation to prevent this behavior in the future (e.g.,
limit the time between when a plan files to participate in Medicare and when
enrollment begins, making it less necessary for plans to pull out at the last minute).
(Cost: not clear that there will be costs).
I

Medigap reform for people with disabilities. In 1997, the President endorsed
blpdrtlSdn legislation from Rockefeller, Chafee and Nancy Johnson that makes
Medlgap supplemental insurance more accessible to beneficiaries. The Balanced
Budget A_ct did include some of its important protections for seniors on Medicare, but
essentially excluded beneficiaries with disabilities from this reform. This proposal
would make all Medigap insurers provide Medigap to people with disabilities when
they sign up for Medicare. It would also ensure that they get a guaranteed issue
Medigap option when transitioning out of a Medicare managed care plan --including
in the event that their HMO withdraws from Medicare. (Cost: not clear that there will
be costs).

Cancer clinical trials demonstration (FY 1999 budget; not passed)., Less than three
percent of cancer patients participate in clinical trials. Moreover, Americans over the
age of 65 make up half of all cancer patients, and are 10 times more likely to get
cancer than younger Americans. This proposed three-year demonstration, extremely
popular with the cancer patient advocacy community, would cover the patient care
costs associated with certain high-quality clinical trials. (Cost: $750 million over 3
years).

Redesigning and increasing enrollment in Medicare’s premium assistance program
(extension of July executive action and new policy). Over 3 million low-income
Medicare beneficiaries are eligible but do not receive Medicaid coverage of their
Medicare premiums and cost sharing. Many more may not get enough assistance
through the new BBA provision that is supposed to help higher income beneficiaries.
We are developing a range of proposals that build on the President’s actions in this
area o bctter utilize Social Security Offices to educate beneficiaries about this
program, *to reduce administrative complexity for siates and to give them incentives to
engage in more aggressive outreach efforts. (Costs vary depending on policies; up to
$500 million over 5 years).

]
i

Reducing Medicare fraud and overpayment. (Some FY 1999 policies; some new

t
|
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policies) Medicare fraud costs the program billions of dollars each year and many
Seniors bclieve it is the largest threat to the program. In every budget for the last §
years, the President has proposed new initiatives to help combat excessive payments
and provider fraud in Medicare. Last year alone, Medicare saved over $1 billion
through 'these efforts. The President announced last January a 10-point plan for
reducing fraud and overpayment, including provisions like reducing overpayments for
drugs and ensuring Medicare does not pay for claims that ought to be paid by private
insurers. HHS and the Department of Justice continue their efforts to enforce current
policies, reintroduce those that did not pass, and develop new ones. (Savings: From
$1 to 3 billion over 5 years, depending on the policies).

. Health Insurance Coverage Expansions.

Providing new coverage options for people ages 55 to 65 (FY 1999 budget; not
passed).! Americans ages 55 to 65 have a greater risk of becoming sick; have a
weakened connection to work-based health insurance, and face high premiums in the
individual insurance market. This three-part initiative would: (1) allow Americans
ages 6210 65 to buy into Medicare, through a premium designed so that this policy
is self-financed; (2) offer a similar Medicare buy-in to displaced workers ages 55 and
over who have involuntarily lost their jobs and health care coverage; and (3) give
retirees 53 and over whose retiree health benefits have been ended access to their
former employers’ health insurance. A proposal such as this would be minimally
necessary for any sertous consideration of proposals to raise Medicare’s eligibility age.
(Cost: $1.5 billion over 5 years, which would assist about 300,000 people).

Jeffords-Kennedy Work Incentives Improvement Act. (Congressional proposal; not
passed). In the final budget negotiations, the Administration put the Jeffords-Kennedy
bill on its'list of top priorities for passage this year. This bill would enable people with
disabilitics to go back to work by providing an option to buy into Mecdicaid and
Mcdicare, as well as other pro-work inittatives. Although it was rejected by Republicans,
we received a great deal of credit from the disability community {or advocating this
policy and for sending a message that we will continue to fight to give pcople with
disabilitics the opportunily to work --including the critical health insurance that makes
work possible. (Cost: About $1.2 billion over 5 years)

Health coverage for workers between jobs (FY 1997 and 1998 budgets; not passed).
Because most health insurance is employment based, job changes put families at risk
of losing their health care coverage. Many families do not have access to affordable
health insurance when they are between jobs because they work for firms that do not
offer continuation coverage or cannot afford individual insurance. The proposal would
provide temporary premium assistance for up to six months for workers between jobs
who previously had health insurance through their employer, are in between jobs, and
may not be able to pay the full cost of coverage on their own. (Costs depend on
whether it is done as a demo (about $2.5 billion over 5 years, which would help about
600,000 people) or nationwide (about $10 billion over 5 years, which would cover



L]
-
]
1
t
t
3
3

about 1.-;-1 million persons).
!

Childrellll’s health insurance outreach (FY 1999 budget; not passed and new policy).
Only shortly after the first anniversary of CHIP, about 45 states have CHIP plans
approved. These new expansions have great potential to help uninsured children, but
not if families do not know or understand the need for insurance, Moreover, over 4
million uninsured children are eligible for Medicaid today but are not enrolled. Last
year’s budget included several policies to promote outreach, including allowing states
to temporarily enroll uninsured children in Medicaid through cites such as child care
referral lcenters, schools; and allowing States to access extra Federal funds for
children’s outreach campaigns. An additional proposal is to pay for a nationwide toll-
free number that connects families with state eligibility workers. Such a line is
essential I()r the nationwide media campaign that we are planning to launch in January
with the'NGA. However, NGA is sponsoring this line for one year only. (Cost:
Between: $400 and $1 billion over 5 years; could be funded through tobacco
recoupment)

Medicaid options for older children/young adults (new policy). Nearly one in three
people ages 18 to 24 lack health insurance. Additionally, the parents of low-income
children covered through Medicaid-and CHIP are often left uninsured. One proposals
would give states the flexibility to continue covering children who lose eligibility only
because they turn 18 years old. This extension would be administratively simple,
targeted, and help young people whose first jobs often lack health insurance. (Cost:
Unknown at this point).

Voluntary purchasing cooperatives (FY 1997, 1998, and 1999 budgets; not passed).
Workers in small firms are most likely to be uninsured; over a quarter of workers in
firms with fewer than 10 employees lack health insurance -—almost twice the
nationwide average. This results in large part because adininistrative costs are higher
and that small businesses pay more for the same benefits as larger firms. This
proposal .would provide seed money for states to establish voluntary purchasing
cooperatives. These cooperatives would allow small employers to pool their
purchasing power to iry to negotiate better rates for their employees. The Ofﬁce of
Personnel Management would provide technical assistance, so that this ¢ coops are
modeled on the Federal Employees Health Benefits Program (FEHBP) (Cost: about
$100 million over 5 years).

!
4, Paying for Health Education and Uncompensated Care

Providing needed education funds to children’s hospitals. Medicare has invested
billions of dollars in graduate medical education to hospitals since 1966. However,
because of its current formula, free-standing children’s hospitals are forced to shoulder
the majority of the cost of training pediatricians, placing them at a severe financial
disadvantage. This proposal would modify the distribution formula to provide
reimbursement for the training costs incurred by children’s hospitals. Addressing



childrcn’;'s hospitals’ education financing has bipartisan support, and Senator Frist has

made this a priority for the Medicare Commission (Costs: depends on the proposal),
Improving the targeting of tax subsidies for hospitals providing uncompensated
care. About $7 billion in preferential tax treatment is granted each year to nonprofit
hospitals to help offset the costs of providing care for uninsured and underinsured
-people. However, this tax preference is not well targeted: hospitals with a great
burden often don't get enough help, while hospitals providing little care get too much .,
This proposal --which is very preliminary --would replace the preferential tax
treatment of non-profit hospitals with a new uncompensated care pool. This pool
would, through the tax system, provide assistance to hospitals that demonstrate that
they prqvide a lot of uncompensated care. This proposal could be considered in
tandem with proposals to reform the Medicare disproportionate share payment {(DSH)
system, which also intends to cover these costs. (Cost: none; budget neutral).

|
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Public Health/Underserved Papulations

Combaiing Resistance fo Anti-biotics (Super Bug). Recent reports have indicated that
resistance o anti-biotics is becoming a maor public health crisis. Some viruses, sucly as
pneumonta and many bospital-based infections becoming resistant o even the strongest
anti-biotics, causing prolonged illnesses and even death. For example, pneumonia, which
impacts over 500,000 Americans per year, is becoming resistant o the strongest
antibtotics. CDC believes that this critical public health problem is on track to affect
more und more viruses as i is becoming more difficult to develop new effective
aniibiotics. However, this problem could be reduced 1f we knew more about which
viruges are likely to become resistant and why and if drugs were prescribed and used
more appropriately. For example, there are aver 30 million inappropriaie outpatient
antibiotic prescriptions written annually. The budgel could Tund amagor public heatih
camp&i,giz that would: educate consumers and health providers 10" help assure appropriate
use of antxbzaszcs assure awareness aboul appropriate guidelines, and improve
surveillahce and research efforts to understand which antibiotics are at risk for becoming
mcffecztfc and why. {Cost: ammmﬁ).

Emproving Access to Health Care in Underserved Rural Areas. The 25 million
Americans that Tive in rural areas frequently do not have access (o adequale health care
services.. For example, the physician-<to-pationt ratio is more than 80 percent lower in
rural communitics and more rural Amcricans are uninsured and lick gocess to health care
services.: The budget could inchude an initiative that would help maintain and improve
access to health care in rural communitics by: giving grants o help develop creative
emergency services to enable rural health facihities 1o remain operstional and responsive
to the needs of their populations; providing assistance 1o states (o help take advantage of'a
Balanced Budget Act provision that provides lugher Medicare payments (0 hospitals that
revamp services 10 meet the specific needs of their communities; and increasing the
number of health prefessionals in rural communities by providing loan repayments or
scholarships lo train rural Americans who arc tikely to stay in the commmunitios o beconie
nurse practitioners. {Cost: Unclear. Approximately S100 million).

Reauthorizing the Older Americans” Act. The Ofder Americans” Act has played 2
critical role in responding to the diverse needs of our nation’s senmors. For example, it
provides 240 million meals 10 over one million vulnerable sculors each year through 8
meals-on-wheels program; finances apd supports an ombudsman program that helps
resolve tens of thousands of problems affecting mursing homes and other vulnerable
populations, including abuse and neglect; and, in many comunusitics, it provides the
type of adult day care that gives families o much needed respite from Caregiving
responsibilities. Many tn the aging community believe the fact that the Congress hag not
reauthorized this program in several years undermings this program and the critical
services. We could propose a reauthorization of this program to enhance cimphasis on
ombudsman and other pmgrams. while proposing an increase for many of these oritical
programs,

;



Improving Access to Emergency Room Care for Veterans. As part of the President’s
request 1o bring Federal health programs into compliance with the patients’ bill of rights,
the issuc of whether the VA provides veterans adequate access to cmergency room
services has been widely publicized. The VA currently only reimburses for VA
emergency visits at VA hospitals, which is certainly not consistent with the patient
proteclion to assure emergency services when and where the need arises. We expect
Senator Daschle to offer a proposal to extend VA access to emergency room services, and
it may well be advisable for us to address this issue so we are not perceived as falling
short on our commitment to apply the patients’ bill of rights where we can. (Cost: VA’s
current proposal costs $350 nuillion per year. However, OMB has been working to
dramatically reduce the costs of this proposal).

b
Enhancing Drug Approvals, Food Safety, and other FDA priorities, The FDA has
unprecedented new challenges, including: a surge in promising technologies and drugs
that need approval; increasingly challenging discascs, such as AIDS and emerging
palhogcn’s; important public health issucs such as food and blood safety; as well as major
new statutory responsibilities from FDA reform, However, funding for this agency has
not increased in several years, This has serious implications for the agency, as food
inspections, organ banks, and drug companies are rarely inspected and 1t is more
challenging to meet drug approval needs. Since Congress has been unwilling to fund user
fees for FDA, it may be necessary to make it a priority to fund FDA at higher levels
(Cost: $100 to $300 million}),

Investing in Promising DoD Breast Cancer/Prostate Cancer Programs. We have
continually highlighted DoD’s innovative, popular cancer research programs (most
recently the President announced grants in the DoD prostate cancer research program in
his Father’s Day radio address). However, we have received increasing scrutiny as to
why your budget never proposcs funding for this critical program by advocates who
question your commitment to this program and believe that the lack of an Administration
proposal makes it much more difficuit to lobby for this funding on the Hill. DoD is
somewhat resistant to this concept as they believe that even though they have developed a
modcel program in responsc to a Congressional mandate, cancer rescarch is not within
their military mission. (Cost: it is unclear what the Congress will propose for this year's
funding (the Senate bill includes $250 million). If you those to fund this arca, we would
need to at least match FY 1999 funding and potentially incrcasc this amount.

Continuifng the President’s Successful Race and Health Initiative, The race and
health initiative proposed in the President’s FY 1999 budget was extremely well reccived
by the minority and public health communities. As part of this initiative designed 1o
eliminate racial health disparities in six critical health areas, we committed to investing
$400 million over five years. Therefore, it is important that the President’s FY2000
budget include no less than the $80 million we promised for cach year, and we may want
to consider additional funding for this issue. (Cost: $80 million). '

}



fnvesting in Promising Biomedical Research, Your FY 1999 budget includes historic
mereases i the NIH, and the Congress has funded the NIH ot even higher levels {a
historie $2 bithon inerease this year), regardliess of how much you propose in this area.
Therefore, you could either continue to fund this research at historic levels or since
Congress will ikely anyway, you may want lo propose less to make room for other
priontics. {Cost: over $300 mullion 1o §1 billion),

Improving Access to Promising HIV/AIDS Drags. Since there has been so much
progress-in therapices for HIV/AIDS, the AIDS community has been pushing to expand
access to these drugs. Thelr expectations were raised last year when the Vice President
asked HOF A 1o look into the feasibility of a demo 1o expand Medicaid to patients with
HIV at z{n carlior point in their discuse. Wo may want (o consider additional opfions,
perhaps in the context of the Jeffords-Kennedy logisiation, to help people with HIV/AIDS
have betzcz‘ access 1o treatment, Last year, we proposed significant funding for the AIDS
Drugs Assistance Prograras {ADAP), but there may be other approaches. Regardiess of
status of Jeffords-Kennedy, we may receive a great deal of criticism from the community
if we propose ne inereases far treatment and also for prevention and enhancing HIV
surveiilance efforts at the Centers for Disease Control (Cost: approximately $100
milliony.

lmpmvi;lg Health for Medically Underserved Native Americans, Native Americans
have particularly poor health status (as much as five times higher diabetes rates, and three
to four times the rate for SIDS). 1t is widely recognized that the IHS, the main resource
for Indian tribes who deliver health programs 1o their communities, is not sufficiently
funded to address the needs of this population, We could develep a number of nitiatives
to iclp improve health for Native Americans, including: domestic violence, or
alcolmlrsm or ¢lder care, working with HCFA, o help develop home-and-community
based care options for Native Americans, This would build on the President’s efforts to
elevate the Dircetor of THS to an Assistant Secretawy position and your participation in the
conference on "Building Economic Sclf-Determination in Indian Communities™ and
would c&?mpiiment well the President’s race and health initiative. {Cost: about $100
midlion).
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HEALTH BUDGET IDEAS (November 1, 1998

1. Long-Term Care; This initiative could be part of a “preparing for Medicare long-term
reform” package; a women’s initiative if coupled with pension policies for women or family
leave policies; or with an elderly housing initiative (policies to promote maintaining home
ownership, beginning lo promote assisted living facilities, and ensuring quality in nursing
homes). ¢

*

Long-term ‘eare tax credit. {new policy} Along with the lack of coverage of prescription
drugs, the poor coverage of Jong-term care represents & major cost burden for the elderly and
their familics. Long-ferm care costs account for nearly haif of all out-of-pocket health
expenditures for Medicare beneficianies. This proposal would give people with three or more
limitations in activities of daily living {ADL) or their caregivers a tax credit of up to §1,000

to help pay for formal or informal long-term care. {Cost: About 86 billion over 5 years). mwy ensf more

Offering private long-term care insurance to Federal employees. (new policy) Since

expanding Federal programs alone cannot address the next century’s long-term care needs,

the Federal government -- as the nation’s largest employer -- could serve as a model

employer by promoting high-quality private long-term care insurance policies to ifs

employees. Under this proposal, OFM would offer its employees the choice of buying

differing types of policies and use its market leverage to extract better prices for these

policies. There would be no Federal contribution for this coverage. (Cost: Small .
administrat_ive costs; OPM estimates about 300,000 participants). L;Jt’f?‘*’hm - EOcto &“‘“‘{? &g -

Family Caregiver Support Program. (ncw policy) About 50 million people provide some
type of long-term care to family and friends. Families who have a relative who develops
long-term care needs often do not know how to provide such care and where to tumn for heip.
This proposal would give granis from the Administration on Aging 1o states to provide for a
“one-stop-shop” access point 10 assist families who care for elderly relatives with 2 or more
ADL limitations and/or severe cognitive impairment. This assistance would include
providing information, counseling, training and arranging for respite services for caregivers.

{Cost: About $300 -750 million over § years; discretionary}.

Nursing home qualify initiative, (expanding on administrative imttative) On July 21, the
President-announced an initiative to toughen enforcement tools and strengthen Federal
oversight of nursing home quality. On October 22nd, the Justice Depariment and HCFA held
a conference to begin to develop other quality/anti-fraud and abuse initiatives with
enforcement agencies from around the nation. Proposals (o respond to these challenges and
to implement the initiatives the President outlined in July can be included in the budget or as -
freestanding legislation. The inftiative will no doubt include new enforcement provisions
{e.g., increased penaities, efc.}, as well a5 new funds o conduct more frequent surveys of
repeat offenders and improve surveyor training. We are aiso working with the Department (o
explore the possibility of establishing a Nursing Home Commission to oversee HCFA's
efforts. (Costs:$750 million over 5 years).
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2. Disabifity. This health initiative could be packaged with the non-health ideas such as the
“Bridge” integration grant proposal and the access to information fechnologies initiative.

+  Jeffords-Kennedy Work Incentives Imiprovement Act. {Congresstonal proposal; not
passed in 1998} In the final budget negotiations this vear, the Administrative put the
Jeffords-Kennedy bill on tis list of prionities for passage. This bill would enable people with
disabilities fo go back to work by providing an option {o buy into Medicaid and Medicare, as
well as other pro-work initiatives. Although it was rejected by Republicans, the
Adntinistration has been stating that we will continue to fight to give people with disabilities
the opportunity to work - including the critical health insurance that makes work possible.
{Cost: About $1.2 hilllon over 5 years). mand

s Tax credit for work-related impairment cxpenses for people with disabilities. (new
policy) Almost 75 percent of people with significant disabilities are unemployed; many of
those within the population cite the cost of employment support services/devices, as well ag
the potential to lose Medicaid or Medicare coverage, as the primary barriers to seeking and
keeping employment. This proposal would give a 50 percent tax credit, up to 55,000, for
impairment-related work expenses. This policy overlaps to some degree with the Jeifords-
Kennedy Work Incemive proposal, described later, but has the advantage of helping people in
all states irrespective of whether states take up optional coverage. (Cost: At least $800

- million over 5 vears, would help about 300,000 people).

«  “Date Certain” demoustrations. One of the biggest frustrations for peogple with severe
disabilities and their families iz the “institutional bias” in Medicaid -- meaning the tendency
to simply put people with great health care needs in nursing homes rather than develop
viable, community-based alternatives. In 1998, HHS funded a small demonstration project
in 4 states to test different models for offering people with disabilities the choice of care
settings. This proposal would build on these tests by developing medels to give people
residing int 2 nursing home after a “date certain” a cheice of care settings. (Cost: $50 million
over 5 years}. '

3. Modernizing Medicare. These policies could “lay the groundwork™ for the
recommendations of the Medicare commission and re-affirm our ongoing commitment to
improve and modernize Medicare,

»  Adopting fn'ivate sector, competitive pricing strategies. (FY 1998 budget) The President Jd bk
has consistently supported giving the Health Care Fimancing Administration the same tools to ?ﬂi )
manage health care costs as are used by private sector plans. This includes competitive valid oo
pricing for services like durable medical equipment and other supplics; expanding the
competittve pricing demonstration for managed care; and adopting new payment
methadotogies like Centers of Excellence, among others, Although these 1deas arc baing
considered by the Medicare Comumission, the President ¢could take the lead on increased
competition within Medicare since he has supported this approach in the past. (Savings: $0.1
to $0.5 billion, depending on the policies).

3
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Redocing Medicare fraud and overpayment. {Some FY 1999 policies; some new policies)
Medicare fraud poses a serious threat o iis financial well-being. In every budget for the last
$ years, the President has proposed new initiatives to help combat excessive payments and
provider froud in Medicare. Last year alone, Medicare saved over $1 billion through these
efforts. The President announced last January a 10-point plan for reducing fraud and
overpayment, including provisions like reducing overpayments for drugs and ensuring
Medicare does not pay for claims that ought to be paid by private insurers. HHS and the
Department of Justice continue their efforts to enforce current policies and develop new ones.
(Savings: From $1 to 3 billion aver § years, depending on the policies).

Protecting beneficiaries from HMQ withdrawals from Medicare. This year, a number of
HMOs have: pulled out of Medicare with only a few months notice, Ieaving 50,000
beneficiaries with no plan options in their areas. These withdrawals are causing beneficiaries
unnecessary hardships as they rush to find alternative sources of coverage. The President has
stated his determination to work with the Secretary of HHS and Congress to develop
legiglation to prevent this behavior in the future (e.g., limit the time between when a plan
files to participate in Medicare and when enroliment begins, making it less necessary for
plans to pull out at the fast minute). (Cost: not clear that there will be costs).

!
Medigap réform for people with disabilities. In 1997, the President endorsed bipartisan
legislation from Rockefeller, Chafee and Nancy Johnson that makes Medigap supplemental
insurance more accessible to beneficiaries. The Balanced Budget Act did include some of its
impottant protections for seniors on Medicare, but essentially exeluded beneficiaries with
disabilitics from this reform. This proposal would make all Medigap insurers provide
Medigap to people with disabilitics when they sign up for Medicare. 1t would also ensure
that they get a guaranteed issue Medigap option when in the event that their HMO withdraws
from Medicare. {Cost: not clear that there will be costs)

Prescription drug coverage for Medicare beneficiaries. (new policy) The lack of coverage
for prescription drugs in Medicare is widely believed to be its most glaring shortcoming.
Virtually every private health plan for the under-65 population has & drug benefit, in
recognition of the medical community”s reliance on preseriptions for the provision of much
of the care éwviéeﬁ to Americans. Lack of Medicare coverage of drugs results in high out-
of-pocke! béneficiary costs - which will only become larger in the next century since the vast
majority of :a{ivamccs inn health care interventions will be pharmacologically-based,
Responding to this fact, Republicans and Demoorats on the Medicare Commission, as well as
almost every health care policy expert, are consisiently stating that reforming Medicare
without addressing the preseriplion drug coverage issue would be a mistake, We are
developing a wide variety of options, including 2 means-tested Medicaid option, 2 managed
care benefit only approach, 2 traditional benefit for all beneficiaries, and an unsubsidized
purchasing mechanism that uses Medicare’s size as Joverage for drug discounts Jor
bzneﬁciarieﬁs‘ if desirable, a proposal could be included in the budget or coordinated with the
March release of the Medicare Commission’s recommendations. {LCost: Varies significantly
depending on proposal, ranging from $1 to 20 billion a year). 3&@3/{
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Redesigning and increasing enrollment in Medicare’s premium assistance program
(extension of July execulive action and new policy). Over 3 million low-income Medicare
benefivianes are eligible but do not receive Medicaid coverage of their Medicare prentiums
and cost sharing. Many more nsay not get enough assistance through the new, BBA
provision that is supposed o help higher income beneficiaries. We are developing a range of
proposals that build on the President's actions in this area to better utilize Social Security
Offices to educate beneficiaries about this program, to reduce administrative complexity for
states and ia: give them incentives to engage in more aggressive outreach efforts, (Cosis vary
depending on policies; up to $500 nullion over 5 years).

Cancer clinical trials demonstration (FY 1999 budget; not passed). Less than three percent
of cancer patients parlicipate in clinical trials. Moreover, Americans over the age of 65 make
up half of alt cancer patients, and are 10 times more likely 1o get cancer than younger
Americans. This proposed three-year demonstration, extremely popular with the cancer
patient advocacy community, would cover the patient care costs associated with certain
high-quality climeal trials. (Cost: $750 million over 3 years),

Providing needed education funds to children’s hospitals. {(new policy} Medicare has
invested billions of dollars in graduate medical education to hospitals since 1966. However,
because of its current formula, free-standing children’s haspitals are forced (o shoulder the

majority of the cost of training pediatricians, placing them at a severe financial disadvantage.

This proposal would modify the distribution formula to provide reimbursernent for the
training costs incurred by children’s hospitals. Addressing children’s hospitals’ education
financing has bipartisan support, and Senator Frist has made this a priority for the Medicare
Commission{ {Costs: depends on the proposal),

;

§
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4. Health Insurance Coverage Expansions. The rising number of uninsured makes the need to
propose insurance expansions important,

!
Providing new coverage options for people ages 55 to 65 (FY 1999 budget; not passed).
Americans ages 55 to 65 have a greater risk of becoming sick; have a weakened connection
to work-based health insurance, and face high premiums in the individual insurance market.
The latest report shows that the uninsured are growing at the fastest rate in this age group; by
2010, the number of uninsured people age 55 10 65 will nearly double. This three-part
initiative would: {1} sllow Americans ages 62 to 65 to buy mto Medicare, through a
premium designed so that this policy is self-financed; (2) offer a similar Medicare buy-in to
displaced workers ages 55 and over who have involuntarily lost their jobs and health care
coverage: and (3) pive retirges 55 and over whose retiree health benefits have been ended
access to their former employers’ health insurance, A proposal such as this would be
minimally necessary for any sericus consideration of proposals fo raise Medicars’s eligibility
age. {Cost: $1.5 billion over 5 years, which would assist about 300,000 people}.
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Voluntary purchasing cooperatives (FY 1997, 1998, and 1999 budgets; not passed). Over
a quarter of workers in firms with fewer than 10 employees lack health insurance — almost
twice the nationwide average. This results in large part because administrative costs are
higher and small businesses pay more for the same benefits as larger firms. Building on
previous year’s proposals, this proposal would encourage coops to develop by allowing them
to be considered non-profits -- which facilitates their receiving private foundation support.
This would complement Federal grants that would provide seed money for establishing
cooperatives. The Office of Personne] Management would provide technical assistance, so
that this coops are modeled on the Federal Employees Health Benefits Program
We also could possibly link coops to CHIP or tax credits to encourage employees to purchase
insurance through them. (Cost: about $50 to 100 million over 5 years). faesll nh'«cf (MW")
1

Children’s health insurance outreach (FY 1999 budget; not passed and new policy). To
date, 42 states have had their CHIP plans approved. These new expansions have great
potential to help uninsured children, but not if families do not know or understand the need
for insurance. Moreover, over 4 million uninsured children are eligible for Medicaid today.
Last year’s budget included several policies to promeote outreach, including allowing states to
temporarily enrolling uninsured children in Medicaid through child care referral centers,
schools, etc; and allowing States to access extra Federal funds for children’s outreach
campaigns. An additional proposal is.to pay for a nationwide toll-free number that connects
families with state eligibility workers. NGA is sponsoring this line for one year only; such a
line is essential for the nationwide media campaign that we are planning to launch in Januvary
with the NGA. (Cost: Between $400 and $1 billion over 5 years; could be funded through
tobacco recoupment)

Medicaid o;;tions for older children and uninsured adults (new policy). Nearly one in
three people ages 18 to 24 lack health insurance and about 8 million poor adults are
uninsured. Yet, under current Medicaid rules, states cannot expand to these groups without a
budget-neutr{al waiver. A broad option would be to create a new eligibility class for
uninsured adults. A narrower option is to focus on young adults or children losing Medicaid
because they turn 18 years old. This extension would be administratively simple, targeted,
and help young people whose first jobs oflen lack health insurance. A related option is to
extend Medicaid coverage to foster children turning age 18 (part of a larger package for such
children). (Qost: Unknown at this point).

o
Health cove'rage for workers between jobs (FY 1997 and 1998 budgets; not passed).
Because most health insurance is employment based, job changes put families at risk of
losing their health care coverage. Many families do not have access to affordable health
insurance when they are between jobs because they work for firms that do not offer
continuation coverage or cannot afford individual insurance. The proposal would provide
temporary premtum assistance for up to six months for workers between jobs who previously
had health insurance through their employer, are in between jobs, and may not be able to pay
the full cost of coverage on their own. (Costs depend on whether it is done as a demo (about
$2.5 billion over S years, which would help about 600,000 people) or nationwide (about $10
biilion over 5 years, which would cover about 1.4 million persons)).



S, Public Health / Underserved Populations

Combating Resistance fo Anti-biotics (Super Bug). Recent reports have indicated that
resistance 1o anti-biotics is becoming a major public health crisis, Some viruses, such as
preumonia and many hospital-based infections becoming resistant to even the strongest anti-
biotics, causing prolonged illnesses and even death. For example, pneumonia, which impacts
over 500,000 Americans per year, is becoming resistant to the strongest antibiotics, CDC
believes that this critical public health problem is on track to affect more and more viruses as
it is becoming more difficult to develop new effective antibiotics. However, this problem
could be reduced if we knew more about which viruses are likely 10 become resistant and
why and if drugs were prescribed and used more appropriately. For example, there are over
50 million inappropriate outpatient antibiotic prescriptions written annualty. The budget
could fund a major public health campaign that would: educate consumerg and health
providers to help assure appropriate use of antibiotics; assure awareness about appropriate
guidelines; and improve surveillance and research efforts to understand which antibiotics are

atrisk for becoming ineffective and why. (Cost: up to $30 million in FY 2000).

Improving Access to Health Care in Underserved Rural Areas. The 25 million
Americans that live in rural areas frequently do not have access 1o adequate health care
services. For example, the physiciande-patient ratio is more than 80 percent lower in rura)
communities and more rural Americans are uninsured and lack access 1o health care services.
The budget could include an instiative that would help maintain and improve access (o health
care In rural communities by: giving grants to help develop creative emergency services to
enable rural health facilitics to remain operational and responsive to the needs of their
populations; providing assistance 1o states o help take advantage of a Balanced Bodget Act
provision that provides higher Medicare payments to hospitals that revamp services to meet
the specific needs of their communities; and increasing the number of health professionals in
rural communities by providing loan repayments or scholarships to rain rural Americans
who are likely 1o stay in the communities 1o become nurse practitioners. {Cost:
approximately $ 100 million in FY 2000}

Reauthorizing the Older Americans® Aet, The Older Americans’ Act has played a eritical
role in responding to the diverse needs of our nation’s seniors.  For example, it provides
240 million meals to over one million vulnerable seniors each yvear through its meals-one
wheels program; finances and supports an ombudsman program that helps resolve tens of
thousands of problems affecting nursing home residents and other vulnerable populations,
including afpfuse and neglect; and, in many communities, it provides the type of adult day
care that gives families a much-needed respite from caregiving responstbilities. Many in
the aging community believe the fact that the Congress has not reauthonized this program in
several years undermines this program and the critical services, We could propose a
reauthorization of this program to enhance emphasis on ombudsman and other programs,
while proposing an increase for many of these critical programs.
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Improving Access to Emergency Room Care for Veterans, As part of the President’s
request to bring Federal health programs into compliance with the patients’ bill of rights, the
issue of whether the VA provides veterans adequale aceess 1o emergency room services has
been widely publicized. The VA currently only reimburses for VA emergency visits at VA
hospitals, which is certainly not consistent with the patient protection to assure emergency-
services when and where the need arises, We expect Senator Daschie to offer a proposal to
extend velerans' access 10 emergency room gervices, and it may well be advisable for us to
address this issue so we are not perceived as falling short on our commitment 10 apply the
patients’ bilj ef rights where we can. (Cost: VA’s current proposal costs $530 naillion per
year. However, OMB has been working to dramatically reduce the costs of this proposal},

:
Enhancing Drug Approvals, Food Safety, and other FDA priorities. The FDA has
unprecedented new challenges, including: a surge in promising technelogies and drugs that
need approval; incressingly challenging diseases, such as AIDS and emerging pathogens;
importani public health issues such as food and blood safety; as well as major new statutory
responsibilities from FDA reform. However, funding for this agency has not increased in
several years. This has serious implications for the agency, as fooed inspections, organ banks,
and drug companies are rarely inspected and it ts more challenging 1o meet drug approval
needs. Since Congress has been unwilling to fund user fees for FDA, it may be necessary to
make it a pz;ierizy to fund FDA at higher levels {Cost: $100 to 360 million in FY 2000).

Investing in Promising DoD Breast Cancer/Prostate Cancer Programs. We have
continually highlighted DoI3's innovative, popular cancer research programs {most recenily
the President announced grants in the DoD prostate cancer research program in his Father’s
Day radio address). However, we have received increasing scrutiny as to why your budget
never propases funding for this critical program by advocates who question your
commitment to this program and believe that the lack of an Administration proposal makes it
much more difficult to lobby for this funding on the Hill. Dol is somewhat resistant to this
concept as they believe that, ¢ven though they have developed a model program in response
to a Congressional mandate, cancer resgarch is not within their military mission, (Costr it is
unclear what the Congress will propose for this year's funding {the Senate bill includes $250
million i FY 20000, If vou chose to fund this area, we would need to at least match FY'15%9
funding and potentially increase this amount,

Continuing the President’s Successful Race and Health Initiative. The race and health
initiative proposed in the President’s FY 1999 budget was extremely well received by the
minority and public health communities. As part of this initiative designed 1o eliminate
racial health disparities in six critical health areas, we committed to investing $400 million
over five years. Therefore, it is important that the President’s FY2000 budget include no less
than the $80 million we promised for each year, and we may want to consider additional
funding for this issue. {Cost: $80 million in FY 2000).

Iuvesting in Promising Biomedical Research. Your FY 1999 budget includes historic
ingreases i the NIH, and the Congress has funded the NIH at even higher levels {(a historic
$2 hillion increase this year), regardless of how much you propose in this area. Therefore,
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you could either continue 1o fund this research at historic levels or since Con gress will likely
anyway, you may want 10 propose less to make room for other priorities, {Cost: over $300
million to §1 billion in FY 2000},

«  Improving Access to Promising HIV/AIDS Drugs. Since there has been so much progress
in therapies for HIV/AIDS, the AIDS community has been pushing to expand access to these |
drugs. Their expectations were raised last year when the Vice President asked HCFA (o look
into the feasibility of a demo to expand Medicaid to patients with HIV at an earlier point in
their disease. We may want to consider additional options, perhaps 1 the context of the
Jeffords-Kennedy legislation, to help people with HIV/AIDS have better access o treatment.
Last year, we proposed significant funding for the AIDS Drugs Assistance Programs
{ADAP), but there may be other approaches. Regardless of status of Jeffords-Kennedy, we
may receive a great deal of criticism from the community if we propose no increases for
treatment and also for prevention and enhancing HIV surveillance efforts at the Centers for
Discase Cerziw {Cost: approximately $100 million in FY 2000).

» Improving Heaiih for Medically Underserved Native Americans. Native Americans have
particularly poor health status {as much as five times higher diabetes rates, and three to four
times the rafe for SIDS). It is widely recognized that the THS, the main resource for Indian
tribes who deliver health programs to their communities, is not sufficiently funded to address
the needs of this popuiation. We could develop a number of initiatives to help improve

7 health for Native Americans, including: domestic violence, or alcoholism; or elder care,
working with HCFA, to help develop home-and-community based care options for Native
Americans. This would build on the President’s efforis 1o elevate the Direcior of 1HS to an
Assistant Secretary position and your participation in the conference on "Building Econonic
Self-Determination in Indian Communities” and would compliment well the President’s race
and health intiative. (Cost: about $100 million in FY 20003,
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