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MEMORANDUM FOR THE PRESIDENT

FROM: Donna E. Shalala D—‘Z W"

Today, 10 miilien--14 percent--cf chiidren are uninsured. Ninety percent of all uninsured
children come from working families. Addressing the needs of these children requires a roulti-
dimensional approach:

. increase insurance coverage through Medicaid by reaching those eligible but not enrolled;
. suarantec twelve month eligibility for those children already enrolled in Medicaid;
. enhance partnerships with the states and private sector 10 help provide insurance for

children; and

. expand access (0 community based care.

THE CHILDREN’S HEALTH INITIATIVE

Qur goal cught to be to improve the insurance and actess needs of half of the 10 million
uninsured children. Because there is no single reason why these children are uninsured, no
single solution effectively and efficiently addresses the problem. We also know that enrollment
in insurance does not ensure access 16 quality care,

We must fulfill the promise of our existing programs and build upon innovative state programs
for uninsured children. We must also allow states and communitics to target cfforts that best
meet the needs of their children. Our itiative does not include federal subsidics to families with
uninsured children because subsidies are generally costly, may roquire very high subsidy levels
1o attract the currently uninsured into a program, and may inadvertently substitute for employer
subsidized insurance. The overall investment s almost $12 hillion over five vears, of which $4.7
billion has no scoring implications. The specific provisions and costs for the mitiative to address
the important health care needs of our nation’s children are discussed below {see attached chart).

. Medicaid Instistives

A. Work with states to fuifill the promise of Medicaid for children who are already cligible
under current law. An estimated 3 million children are currently eligible for Medicaid but not
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enrolled. Our proposal assumes that up to two-thirds of these children could be enrclled inio
Medicaid with enhanced outreach and other efforts targeted at enrolling eligible children, Ful
enroiiment of all Medicaid eligible individuals has been a challenge since the enactment of

Medicaid, and this challenge will continue as the new welfare reform bill is implemented. We
must:

. eliminate barriers to effective enrollment of eligible children through managed
care and other Medicaid state programs;

. streamiine eligibility by enhancing the federal/state partnership and providing
hestepractice models and other technical assistance to states;

+  increade coordination with other federal programs (day care, Head Start, school
health, community health centers, food stamps, WIC) to improve owireach and
enroliment;

. incraase collaboration with foundations and insurers/managed care organizations
to identify innovative ways to improve enrollment;

. develop public information campaigns io inforn the public about opportunities to
enroll in Medicaid; and

. encourage state use of 1115 autherity to axpand'?séa{iicaié coverage and
enroliment,

This initiative will cover an additional two million children. This off-budget proposal will
increase the cost of the Medicaid baseline by $4.7 billien for FY 1998-2002.

B. Exiend continuous coverage for children age 1 year and older. In 1990, Congress
required continuous eligibility for pregnant women throughout their pregnancy and for three
months postparturn, and for infants through the first 12 months of life. This proposal will
provide states with the option 1o allow continuous coverage to children for one year after
eligibility is determined. Doing so will guarantee more stable coverage for children and better
continuity of health care services. In addition, it will reduce the administrative burden on
Medicaid officials, health care providers, social service providers, and families who are required
to refile paperwork for children’s eligibility determination.

This initintive will cover an additional 1.25 million chifdren. This proposal is estimated to cost .
$3.5 billion for FY 1998.2002.
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11, State Demonstrations

Provide funding for siates to support innovative partnerships to insure children not
otherwise gualified to receive Medicaid or employer sponsoved benefits. Numerous states
have joined forces with insurers, providers, smployers, schools, corporations and others to
develop innovative ways to provide coverage to uninsured children. We ought to provide
matching funds to expand the number of states participating in such programs and o increase the
number of uninsured children who have access to such programs. States will be given wide
Iatitude in program design but will be required (o assure the receipt of critical services including
well-child care and other related services to reduce childhood morbidity and mortality. To
manage costs, programs may include cost-sharing, managed care, and competitive bidding.

. Under this program, States will be encouraged to enhance efforts fo enroll eligible
children in Medicaid and to expand coverage to other children by creating new

opportunities for insurance coverage thereby creating a seamless system of care for
children in their state,

. For children not otherwise eligible for Medicaid, States will establish income guidelines,
eligibility criteria including limits on access to employer-subsidized insurance, benefits,
copaymerss and premiums up to the full cost of the program.  States may limit coverage
of ftems and services under the project, but will be required 1o assure the receipt of

critical services including well-child care and other related services 1o reduce morbidity
and mortality.

. Evaluations will be conducted on the effect of these efforts to learn about: {1) access to
health care; (2) changes in health care insurapce coverage; (3) cosis with respect to izeaiih
- care; (4) benefits, premiums and cost sharing,

This initiative will cover an additional 1.5 mitlion children per year. 1t is estimated to cost
$750 million per year, for a total of $3.75 billion for FY 1998.2002.

HI. Safety Net Initiatives

Enhance access to care throngh school health centers and consolidated health centers
{CHCs). We will provide increased targeted funding for CHCs to enhance and expand services
1o working families and their children, including children enrolied in day care, Head Start
programs, and schools. To strengthen the safety net of community-based providers in urban and
rural areas, these funds will be directed 1o commumitics with high levels of uninsured children,
including EZ/EC communities. Funds will be used to increase CHCs capactty to serve uninsured
children and their families and 1o better meet the needs of these in their community whose
insurance coverage Is fragmented or incomplete. In addition to increasing their own capacity,
CHCs will serve as a focal point for marshaling public and private community resources directed



PAGE 4 - MEMORANDUM FOR THE PRESIDENT

at child health and, with their pannc'rs, taking steps to mesh child health and related services into
local integrated systems that serve children and their families.

We will also provide communities with the option of serving their children through school health
centers. This ¢ffort will provide children with comprehensive primary care services including
diagnosis and treatment of acute and chronic conditions, preventive health services, mental
health services, health education and preventive dental care. School health centers will also be
encouraged 1o link to other appropriate programs, including Healthy Start, state Maternal and
Child Health, Head Start, Community Schools, and Empowerment Zones/Enterprisc
Communitics. We will encourage programs to develop billing systems to collect third party
payment and participate in a community-wide health care delivery systemn.

This initiative will serve an additionat 256,000 children per year. The cost of these programs to
the discretionary budget will be §25 million per year, for a total cost of $1235 million for the FY
1598-2002,

[ look forward to working with you to fulfill cur promis'e to children by making health care more
affordable and accessible through these efforts.

Altachmeni



Children’s Health Care Coverage Initiatives

Coverage by Cost in FY 02 5 Year Cost
End of 2000 (FY 98-02)
1. Expanded Mecdicaid
Quireach (off-budget) -
66% Suceess Rate 2 million children $1.5 billion $4.7 hillion
2. Enhanced State 1.5 million children $750 million $3.75 billion
Partnerships
3. 12 Month Eligibility 1.25 million £1.1 billion $3.5 billion
Option children "
Totals 4,75 million $3.35 billion $11.95 billion
children
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Mr. Chairmen and mombers of the committee: Thask you for giving me the
opportunity to testify today about the President’s Fiscal Year 1998 Budger proposal.
Wo in ths Administration Jook forward ¢ working closely with you as we move

wward our shared goal of & balanesd budger.

Somweone once desoribed Americs as “he only country deliberatcly founded on
a good idea.” .

That good idea s “We the people,” and it hes emboldencd our nation to face --

and avercoms -« great challenge with courage and unity,

In the 19403, ws fzcad 8 broken and conguersd Europe, but we summaoned the

wlil v fight ond win - and saved tHe worid from tyranny.

- 1ns the 30s; we faced the territde soourge of polio. But children contributed
their dimes, and America’s best scieniisly dodivated thelr lives 10 finding a vaccine.

And we found one.

And, in the 1960s, we taced s Soviet Union that had teken thoe lead in the mce
for gpace. But, President Kennedy Isiued a challenge to land an American on the

moon by the ond of e decuds, We did, and no country has done it since.

014 P08
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Whaot do all of theae triwnphs hove in common? Thoy came :iu‘ring times of
great social and political change, But with a deep senss of urgancy, Americans put }
aside partican differences, anewered the call to unity, aud achieved a critieal national

goal. Today, ws must do the same.

Because todny, we face another prost challenge: At a time when we have
fower resources, 2 populstion that is rapidly aging, and, & deficit thet while much
imp:;md, etiil plagues us, we must come together again: This time 1o blanse the
budget and wuly reform Medicare, Modicald, and welfare, while still keeplog uwr

pramises 8o the eitizens we serve,

MEDICARE

£
-d

For more than irty years, Medicars has provided 2 hla;ukci of halth securily
for older Amaericans and people with disabilities. It has helped 1ift a generation of
senior citizens out of povelty sad into the middle class. 1t has helped change what it
means to be old in Americs; whet it msans o e %ick in Americs; what it means to
be disebled in Americo. And it has often served as s fault ling between @ life of

comfort and good health and 8 Bfe of struggie and [lness.
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The gift that Madicare bas glven to those who came beforc us must be
preserved 1or those Who come after ug — tor owr childees and our grandchildren, for

every generation. Thal is our moral responsibllity,

But you and [ know thet Medicare now faces a shorteterm and & long-term
crisis -- o crisis that demands action. For nearly four yoars, we have boen unable to
gome {0 a consensus on the best way {o preserve Medicare and improve it for the
future. The President has made it clear that he wants to work with the Congress 1o

make this the year of biparisan egreemant on this vital program.

In this budget, the Prestdent hay reached out 1o the congrossionsl mejority by
offering a plan to meet them halfway, His Medicare proposals will extend ths life of
the Hospital Insurance Trust Fund into 2007, ten yews from today, I have with me
today 2 jetter from the Independent chief actuary of the Medicars program that verifies
that fact. I will be happy to submit it for the reotrd,

The President’s plan contributes $100 billion to the ﬁt}c»ycar balanced budget,

which corresponds to $138 billion over six years,

And we do that by maintaining & systemn that guarantess sccess 10 a defined set

of services rather than croating s defined corcibution per bonoficiary.
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These proposals arc made in good fuith and are bused on sound policy. They
make senge for both the Medicare program and its beneficiaries. Our savings are
soorsmble. There are no gimmicks. [ ask for your careful consideration of onr

proposals, and for your parasrship to enmet them,

But Medicars seform is not and cannot be almply an exorcise in number
crunching. The sctions we take this year 1o preserve the Meadicars trust fund also must
prepare Medicare for the future. Not many of vz would drive cross country in a car
that's more than 30 y&zzs old, Likewiss, we can't move into ihe next ventury with &

health insurance program bullt in 1965, That's why 1o prescrve Medicare, we must

modernizo it.  This medernization requires us to do six things!
First, wo rmust edd new benefits w reflect developments in todey's scinnce,
Second, we must add new choices to compste with iday’s private market,

Third. we must make Medicarc e rors prudant purchaser of hoalth care

scrvices.
Fourth, we must sirengther: oir vural health care systam.

Fifth, we must protedt beneficiaries,

014 P.02
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And sheth, wo must eontinue to root out waste, fraud, and abuse so that we

spend our hard-camed tax dollers wisely and ettectively,

New Benefite
‘%b '
The Medicarc benefit ;Snckngc has rernained rolatively unchagged since 1963,
But our science has pot. From decades of research, we know that proventive servicos
not only can swva money, but also can save lives. Now we’re putting onr maney
where our selencs §g. 1 am very pleased by the bipuetisun support for expansion of the

Medicare baneilt package. The Prasident’s plan will cover the following:

«  To eliminae economic barriers to mgmph};, we include &n annual
mammogram for Medicare banweficiaries. 'We 2lto will waive the Pat B

deductible and cotnsurance for both screening and divgnustic manunograns.

. Tu save llves, we want to provide annual scrocning to detoot signs of colon

Ceneer,

. Hecsuse benter mensgement of dlaberes Toads 1o betier hodth, we lnclude

monitoring of blood ghioose Isvels and outpatient self-management training for

digbetles.
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’ Tu hpruve access to adult veccinations snd help senjors aveid serjous and
samenmes deadly illnasses, we would increase provider payments for vaccines
ugainst prewnenls, influenze, and Hepatitis B and waive patfent cost-charing

for the hepalitis B vaceine,

s And, finglly, w ulfer some relicf for e families who are primary carsglivers of
a relative with Alrheimear's diseass, we would provide a new mpiic care

‘henefit of 32 howrs per benoflclary per year,
New Cholons

When it comes to health care for older Americans « or any Americans fot that
matter « therc can bt no confliots batween cholce snd guality. We need both. We are
proud of our recorg of increasing choice for Mgﬁcare beneficiaries while continuing 1o
protect the quality of cazre, Since 1@3 the numher of hcnuﬂcinrios in menaged care
has increased by 108 percemt and is rising ut u nue of 80,000 per month, Today,
spproximataly 13 pereent of our Medicare beneficiaries -» showt § mii%;ezz -- ars

enrofled in managed caro plans. And that number is growing by 80,000 svery month.

The President’s dudget continues this progress hy adding nsw choices to
Medicate plans. We will include prefatred provider organizations or PPOs, which

offer patients a greater ability % ¢hoose their doctors and other providers, And we

014 PLID
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will offer beneficiarics the chunce 1o enroll In provider sponsored organizations or
PSOs, offered by hospitals and physiclans under inteprated srrangements that we hope

will improve cure and reduce cost.

At the same time, to promots real and informed choice among health plans,
Medicars will establish coordineted annusal open coxollment periods a3 well as

additional enrollment opportunities to sebscribe 10 managed care and Medigap plans.

To make aurs that chioics is real and that benaflciariss who choose mansged
owre have an opsi doof 1o go back to feo-for-service, If they 80 s‘hme, we will
prohibit Medigap insurcrs from imposing pre-oxisting condition wzéﬁzzg periods when
beneBciaries laltlally enroll or any time they switch plans. In algi;diftion, Medicars will

petabiish continuous Part B ensaliment opportuniles for benefigiaries.

Quaiity Pootectlvg

Wo also will instituts & series of raforms to further improve the quality of care
provided fo all sltizens who rely upon Modicare, We will adopt a new, integrated
quality management gystem for Medicare and Medicald. Traditionally, HCFA has
sxevuted guality related requireucats focusing on cach provider entity individualiy.

We will also collect and disclose mars of our survey data on safety, quelity of care,

014 P11
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and program integrity so that citizens can have better comparative information on plans
- and providers. And we will replace the so-called 50-50 rule for managed care plans
with more modern quality measures. Protecting and improving health, and increesing

satisfaction with the care received are the goals of the program.
Brudsut Eurchasiug

Finally, Mr. Chairman, it is imperative that Medicare -- which is the largest
purchaser of health care services in our natlon .- be & more prudent purchaser.
[Infortunately, in too many cases, because of limitations in the law Medicare is now
paying the highest price In the market for certain drugs, lab scrvices apd durable
medice] equipment when, given the volume of beneficiaries, we should be paying one
of the lowsst. From managed care pramiums to medical devices, the reforms we
propose will make sure that Medicare isn't paylng retal while everyone clse is paying

wholesale,

These propasals are sound health policy and they require a shared burden.
They will reault in o slower rate of growth in Medicare spending and ensure that
Medioare is paying & competitive price for the services it buys. The savings that these
proposals generate are spread acroee all providers of health care and are focused, es

(hey should be, on those arcas where growth is the greatest.

.014 P.12
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Managsd Cars. Experts agres that Madicare’s paymont methodology for

managad care, which was created in 1982, yesults in strious overpayments for ssrvices.

For sxample, wnder contact to HCFA, Mathematice Policy Research, Incorported

came to such & conclusion with its 1993 reviow of the Medicare Risk Progam. Bokh
the Physicign Payment Review Commission and HCFA stzad‘l'#s indicate that Medicars
should be paying managed cars plans &t a rate batween 88 and 90 percent of foofor-
servics costs. AT the same time, however, payments o many smualier, rural plans Rre

oo low and are falling o atteaet much market [nterest.

The President’s budget also &zlades reforms fo move us to & bafter. raors
compstitive syetem of paying for managed core. Through our Medisars Choioes
damonstration, W are exparimenting with competitive bidding and we are working on
risk adjusters o HMO payments tn enunter asfsction bins. We expect 10 have &
proposal for 8 pew risk adjusied peymenl methodology av warly ay 1999, with phascen

of new payments beginning as carly as 2001

To curb cost growth, we recommend thres interbm und important changas in
Medicare payments for managed caze plans. First; we propose io carve out from the
payment methodology those funds that are imtended 0 cover the cost of direct and
indirect graduste medical sducation und payments to dispropontionats ghare hospitals,

We will pay thess funds dirscily 1o hospitals on behalf of managed cars enrolissg.

014 P13
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Swecond, we will gradually reduce the regional variation In poyments to
managed care plans and cTeaw A payment floor for plans in rural counties 0 sncourage

enrollment in mansged care plans.

And; third, we propose to reduce the Madicare paym from 95 peroent of the
average adjusted per capita cost or AAPCC ¢ 90 poroent. However, 1o give plans @
sufficient arount of time 1o adjust 10 these new peyment levels, we would not begin

this policy untl 2000.

Hospitel payments. We propose a serles of Medicare hoxpital pa.ynient
changes to safaguard the program and to refloct mnrket changes. Undor the
President's budge!, the hospital payment updsio will be reduced by one percentage
paint every year from fiseal year 1958 threuigh 2002 tn reflect increases in hospitel

productivity and efficicnvy,

We alnc will propose to count a9 wansfars, not discharges, hospitalizations that
result in 6 patient using post ecute services such as skilled nursing facility ar

rehabilitation hospital cate for the final stages of thelr trastment,

Home health care, Home health care is one of the fastest growlng

.compontnts of Madlcare. The share of total Medicare Part A spending devoted to

home health ceye has grown from 2.2 percent in 1980 10 8.5 percent in 1995, In 1984,

¢
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1.2 million Medicare beneficiuries toed 31 million home health visits, Dy 1994, the
pursber of bensflotaries had grown to 3.7 million and the number of visits had

increased to 209 million.

We know that this growth has it roots in changes iz; mwai practices and
technology, in the expancion of the benafit, aad in our current reimbursensent aysto,
which can contrituste 1o overpayment and abusive practices. And we know that we |
must reduce the rate of grawth in Medicere home health spending and keep it under

eontrol. And, that™s whis vur reforms will help us do.

Ws will immediatelv vevise our cost Himits to cstablish a st of intrim Bmits
that will curb excessive spending and institute 3 new par-bensficiary ;‘:éymcnt fimit for

/

each home health agency. . ;

Wo will implement & new prospective payment systern for hone health services
in 1999, This systern, which hus been recommendoed by experts to control spending,

will reduce incerdives for overutilization.

Wi will eliminste perlodic ineris payments for home healh sgencles,
originaily eswblished as ar incentive for new agencios o sorve Medicare patients.

With 100 new agencies joining Madioare ench manth, this incentive ¢larly is no

loniger necessary,

tl
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In addition, wa will pay for home hsalth services basad on whers the servics Is
delivered. Frunkly, many sgencles we taking advantags of a loophoie by locating their
pilling offices in expensive urban areas to take sdvantage of higher prevailing
poyments, regardlcss of whers services are actually rendeved. We will close that
loophale. o

Along with our strategy té contral home health spending, weo propost 10
TARRRI M pay:mezxz for home hea%zifz‘szwiccn that are nnt mmcia‘n;xi with post-haspital
sooovery from Pait A to Part B, This is a deficlt neuursl proposal and s uot counwd
in our overall Medicare savings number. W would linit Part A helme health %4
coverage 10 the first 100 viaits following a 3-day hospital stay which would continue
to be coversd under Part A, judt as this part of the program covers 100 days of skilled
nursing care following hospitalization. Fnt, visitz heyand 100, and thaes not fllnwing
u 3-duy huaptel stuy, wowdd Yo pald wader Part B, along with other cutpatient sarvices.

4

This return of non-post-hospital visis te Part B -~ Medicare policy prior to
1980 «» makes the home health bepefit comsbrtant with the aﬁgiﬁni intent of the
Modicare sudate wrd i divigion of seivices between Port A and Part D, It rehieves the
- Part A trust fund of the responsibility for finencing care that dossn't belong there,
tasreby significantly extending the life of the trust fund. And it achieves thete goaly

without subjesting dbeacficlaries 1o insreases in premiums and cost-sharing.

12
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Boneficiary Contered Purchasing. To become a more prudent purchaser of
other hesith services, our plan gives the Secretary payment authorities to sssure bester
deals for Medicars and the oltizens It ssrves. From sefting payments baged on

somnipetitlve bidding to seloctively paying centers of excellence 4 single vale for &l

seyvices nssociated with 3 specific disgnosis, these +- mad our other purchesiog reforms
-~ will help us enonomize, modornize, and creste a Modlvars program that will o

only survive, bin thrlve,  seyve every gereration

Rure] Heslih

The Adminietration rontinuss to promcte Meslicars reforms that srengthen

hesith care in rural Americs.

For exauple, our plun would capuenl il Rurel Primary Care Hospitel Program

w all 50 states. It would update the payment for sole sommunity hospitals, inprove

R

the ryral referral oenter progeesm, and reinstate the Medicare Dependen: Hoapital

progiam 1o provide resources 1o those rural hospitels thar need it most. : !

13
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Presest mnﬁm;

We believe we can halance the budget, preserve the Medieare Trust Fund and

modernize Medicare for div Elﬁ cenniry. while sili prowssting owr beneficlaries. And

we mus! protect our beneficinries.

The fect {5, more thun thres-fowths of seniors have incomes of $25,00U or foss.
They cannct afford 1o shoulder o greater shase In prambums or in cont sharlng We
believe that batance billlug limits must protoct all beneficlarics, regardless of which

Modicare coverage option they choose.

Qur piar: proposes Medigap reforms to assure portabifity, profect against pre-

existing condition Jimits, and provide squitable and affordable praminm rates.

It koeps Part B premiwns al 25 pervent of program ¢outs. This division of
costs, fest cnacted in the Tax Equity and Flacal Responsitility Act of 1982, has
protected beneficiaries while ¢nsuring that the cost of Part B s ghared by thoss who
uge it As noted, the plan creates an opportusity for continuons Medicars Part B

enroiinent.

For hospital autpaiient servicey, it brings the patient co-Insurance rate down

from aboyt 5V ‘pmmz to the 20 percent charged for most other Pant B services,

R ——

14
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And, it ensugss that mmagaéi care plans pay for dmeTgancy servicos wixcn 8

“prodent layperson™ would have reasonably belisved thay were nocessary.

Fighting Fraud spd Abung .

Modernizing Medicare for the 21st century also requires climineting the fraud
_and abuse tat robs our ficalth care eystem and our taxpeyers. Since I tok office a
little more than four years age, T hive made this » top priority by setting & policy of

"zoro toleranoe” for hoalth care fraud and ebuac.

Just two years ago, the President and 1 unvailed a pilot i;w;;mt ootled |
"Operasion Restore Trust” to target our anti-fraud efforts 1 fight traud and abuse in §
koy states, We have significantly lacrensed the resources of our Inspactor Genera] and
havo strengthened our payment seviows using lechnology to prevent fraud, and 0

detact {t when it coours,

And, iUs paid off. We estimate that every dollar we invest {n our anti-frand
affort yieids $10 dollars in savings fov the American people. In fact, just lnzt month,
Inspecior General June Brown rtpgrié’d thut "Lubscumn,” her investigation of puymient
fraud by independent clinjesl 1sbs, will net the Medicare program over $800 millios in

recoverios and ponalties by the end of this month,

13
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We initend to cmalotain and intensify these offorts, 1 will be submsitdng’to
ot . s ="
Congreas in the Spring a fisud nid ahuse bl thar will enable ua o strengthon the
{dsntification and snxoliment procedure tn snsurs that only Jagitimate providers bill
Mcdicare. In this budget bill, we inglude provisions w prevent home health agencies
from using a loophole In the curvent reimbursement system © bill higher urban rate
for sarvics provided in rwal arsss. We will require insurers to reject insurance
soversge so that Madicare doss not pay inappropriately for beneficiaries covered by
privale insurencs. We would repesl the antickickback exemption for managed care
plans, enacted last yeor and acored by the Congrendonal Budget Office us 1
considorable cogt to the Medicare program. And we propose o reinstate the
requirement that providers use reasonable diligence when submitting svowrate claims w
Medicare. Finally, we wiil strengthen our ombudsman function i the States, building

a cadre of slderly volunteers,
MEDICAID

Mr. Chairman, 1'd like, now, 1o furn 10" Medicaid, The Prosident’s budget
strengthens the Medicaid program =« #5 that we can better reach the volnerable
Assericans it Jv deslgned W sesve. Owr plaa contols the costs of Modicald end givé:s
new flexibility to the states, without compromising the Federal guarantes of coverage

for Jow-income children, pregrast women, frail eexdor aitizens, and persons with

disabilitles.

6
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We ghould all be proud thet growth in Medionid spending has doclined
significantly over the past two years. CBCY's baseline projocts fiva.year Modicaid
spending 10 be more ther SRG hillion fawer than projected just 8 vear ago for the same
period. Tl President's budgel cusures that thy sucoess we have achieved with our

Stata panners will continue.

Qur plan seves, on net, abowt 59 billlon over five years, Total stvings are
about $22 billion: ronghly two-thirds frorn a reductlon in disproportionste thare
hospital DSH peymonts und roughly onesthird from the per caplts cap. At (he same
time, the President’s plan invests $13 billion in improvements to Medicaid including
health inltiatives 10 expund coverage for childran, :simngc;a 1o loot year's welfiwe reform

Tew, and new policies to help people with disabilitics return to ‘work.

Per Capita Cep

Lt me take a minote 0 expiain our per capita cap, Under the President's
proposal, the Foderal government will contaue 1o match siate Madicald spanding for
each individusl enrolled. I this way, there Iy shsolulely no incentive Jur statey o

deny coverage to a needy individusl or family,
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Under the psr vapita cap, the Pederel goverament will sstablish a bassline of
soending for four caregorics of beneficiaries: sged, disabled, adults in famillss with
ehlidzen, and ohildran, Maximum Fedesal matching expenditures will then be
esublshed for cavh swete bused un per person spending, tie number of beneficiaries,
and the curremt Feders! mmhi;lg rats. The Pederal zavméﬁt would enly maich
expenditures up to o State’s towl allowable limit. States will have floxibiliry ‘o use
savings from one group 1o support expenditures for other groups or to £xpand benefits

OF SOVETARS,

Nof all Mediceid sponding would be subject to the pex capita ¢cep. Spending
for state froud oontre! units, DSH payments, Medicare pramiums and cost sharing,
payments to indian Heallh Swiﬁ; aid other [ndian health providers, and the Véccin:s
for Children program would be excluded  Adminiutrative coste would be insluded in

the base your calculation.

Let me bo elonr:  This per caplta cap 14 neithor o block grant nor 1 cost shil}
1o the Siates -- it's a sensible way 1o make sure that the people who nead Mediceid are
able to receive it. When cconomic downtwrns oceuw, population growth and other
factors cause Modicald sovoliment 10 expand, spgregate spending will grow ux well,
This budget keeps our promise of heslth care to our most vulnerable citizens, but &

docs 50 in » amant, eaponsible way.

¥
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Statz Fleadbility
How will we help states keep spending within thess per capita limits? The

President’s budget includey & series of reforma that incieans state flexibility by

throwing away mountains of red tups and regulstions. For cxample:

Wo would repeal the Boren amendment for horpitals and nursing homes and ostablish

a public notice process for ds:&rzni:iing those reimbursement sates.

’ We allow states 1o expand Medicaid coverage to new groups and 1o errol!
beneficiaries in Managoed Care without walvars,

» We eliminate the requirement for cost-based payments for health clinles and
Sieals o uow pool fuy supplemental payments 1o those clinics that may be

f
adverscly affected by this policy. - IJ

. We replace the 75725 enroliment composition rule for Medicald managed care

plana with new quality data standerds.

. We give Swtes the option of extending Medicald bealth care and jong term
Earvives coverage o workers with disebilities, thur removing & major bander &

cmployment faced by Americans with disabiiites,
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. We aliminate the detailed raguivements for state claims pracessing and

information relricval wysloms.

DSH Pavinent Relorm

fo addition to e per vupils vup with enhenced state flexiblilty, federal DSH
payraents will be reduced and retargsted to safety net hospitals and other #ssentlal

community providers.

Medicaid V8K spending doubled each year from 1988 to 1993, Although this
rapld growth hay slowed -- thanks (o bipartisan Isws enacted in 1991 and (993 10
place siricter limits on growth in the DSH program « today's DSH program is stillxzea
large and s ofien inconsistently distributed among States and is not always focussd on

safety net providers.
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Coverigg Children

Mr. Chairman, T know that all of the members of this Committee agres that the
tragedy of soms 10 milllon American children without health inswance demands
bipartisan ection. The vast majority of these childsen Hyve in fimlliza where parents

work hard and play by the nides,

We belisve that situation is unscceptable for a grest mation. No working parent
should buve 1o lve wids te foar that his or hor children will become sick or hurt one

day « and there will be nowhere (o tske them to ease the pain,

Our goal is to cul the nwrber of uninsured children by up to 5 million over the
noxt five years.  And, the President’s budget takes important steps 1o help ua do just

that, -

Tirst, we will glve states the option to gllow 12 manths of continuous Msdioald
coverage for all children who are eligible. By etopping the chuming of children in
and out of Medicsid, we can provide sisble coverage for children snd better continuity

of services, "We estimase this change will help ose miltion chillren annually.

Sccond, the Department will work slosely with the states to emroll & loast 1.6

million of the estimated three million children who are eligible for Medicaid today but

¥3:
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wha, for o varisty of reasons, wre not enrolled. We aze committed to working in

Llpatisas uaaner with tie natlon’s governors 1o make this 8 reality,

Third, we oxpect States to eproll an addidonal 250,000 low-income children In
cach of the next fovr years ae part of the phased-in expamiiinxof coverage 1o children

hetween the ages of 14 and 18 under current law.

Fourth, the President™s Healthy Working Families initiative, which provides up
te 5ix months of premium assistancs to workers between jobs, is expected 10 add

another 700,00t chlldren to the private-sector insurance rolls.

And finh, we will make available (o the states $750 million annuslly @ suppont
innovatve programs desipned to purchase private insurance far an astimatad one
milllon winsured children in familles that receive neither Medicid a0t cinployes-

sponsored insurancs.

Mr. Chalrman, 1ot me say that we view these proposals as 2 package. hey
will dramatically raduce the number of uninsured ohildren in Americn, thereby
improving thoir health and their parents’ picce of mind. And, they will sicate an
sftordeble Medicaid program thar flfills the promises we have made to our most

vilnarabls oitizens.

i
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Welfare :

1t's the sape wuy with wolfare reform.  When the President signed the Personal
Responsibility and Work Opportunity Reconciliation Act of 1996, ha made it clear that
this waa thé beginning - not the ond - of welfiwe reform. He masde it tlew that we
all have g responsibility to come together und rhake this Iaw work « especially for our
children. And, he made it cleas that this wes en opportunisy for us o erente o welfare

systeriy that requires work, promotes parental responsidbility, and protects children.

i'm proud of tho progress welve made together. With owr walvers, wo've
alroady given 43 stotes the flexibllity thay need o test lnnovative welfare strategies.
Patarnity establishmants have gone up 50 percent since 1992, In 1996, we eollocted o
rocord of over $12 billon in chiié‘sz;pporx paymems. And the tough new provisions
in the weifare law are projecied 1o increnss child support enllecriang by an additional

$24 billion over 10 years,

The result? Bacause of the intensity of our efforts and becauce of the swength
of our economy, weifere rolls have gone down dy 2.5 million -~ that's maore than 16
percent since the President took office. Moving panple fram welfire in work, enabling
them fo support their familics and malntain thelc kdopendeave - Gut's the goal upon |
which ai] of us have always sgreed. We &re committed 1o combining all of the

ferdership, talent and yescurcas possible 1o implament the new welfare law,
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Let me briefly give you a progress report on our implementation of the new
Temporary Assistance for Nesdy Fanities (TANF) progeem.  Aithough siutes have
until July 1997 to impi=ment the TANF program, we Have alrendy given the green
light 10 35 states (o8 of 1/29/97) to begin their reformy. HHS has provided guidance
ndicming that Stases have flexibility in designing their ’{‘AI’ISEF. programs, big At the

sarne fire emphasizing the importanse of moving families from welfare w work.

At the Federal level, we are challenging States to wansform the vary culture of
the syeiem fiom a welfarc program w & work program. Wo tpust lsunch a natfons)
effort in every Staw and evory community to muke suee there ars iobs for people
making the transition from welfare to work. 8o thay can leave the wolface rolls, they

must have opportunitdes not oltly 1 find Jobs, but to keep them,

Creating these opportunities will take o commiunent from business and labor,
fropa churches and communities, from officialy at the federnl, state, and Jocal levels,
And, it will take tha bipartican Congressional spirit thot brought v this far ~ and must

gontinue 10 carry U down the road 1o 3uceess,

That is why the President’s I'Y 38 budget contains 1 wmprehensive welfare 10
work Initlative. The President’s proposal will help States and cities create new jobs,
prepare individuals for them, and provide employers with incentives to crests now job

oppotuaitiss fon lung-lorm welfare reciplienss.
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The President’s welfare 1o work investments inoludes ¢ §3 billion Jobs
Chellenge desigtied w move & miliion of the hardest 1o employ welfare resipients into
lasting jobs by the year 2000, 1t expands access to credit and enhuncas smployse
inxocutivca to heip long-term wolfare reciplents.

This is en exciting Inltigtive in which‘xpﬁny departments and agencics -- the
depariments of Treasury, Labor, Transportation, HUD, and others — have jolned
wgether to further the Presidemt's firm commitment to maks welfre reform # reality.
At HHS, we will be using all the means at ow dispusul W help fumilies go 10 work

and become self-sufficient,

As | {ndicated cariier, the hallmask of this wellare law is the broad floxibility it
glves states to dosign innovative refarms 1hat address their wique challenges. We aze
confident that States will use this considersbie new [luaibility and the President's new

inltiativey to strengthen thalr foous en work as well, )

We will be monitoring state parformance and, pursuant to the statute, razking
them aicordingly. 'We will hy identifving snd studying the high performers and the
low performers, wsaking child poverty, wal providing an overall assesgment of the

legislation's impaect on children and famiiies.
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We will look closely at bow states comply with soma key statutory
reguiments, ixcluding child support enforcement, wotk participation ates,

malntenancs of effort, and data reporting.

We alse wili assurne maior new responsibilities for cémpi%ing and
dinseraingting information. Ag the number of options coptinncs (o grow, states will
neesd bester {nformasion about thess optiony, and the Longress wilt need better

information to assess how effectively federa! funds are vsed,

{ know that several members of Congress have suggesiad B wait-and-see
approach to the new welfure systom, they advise that state implementation should be
carefully reviewed befors undertaking major policy changes to the TANF program.
Our Department has proposed & number of tachnical and canfm%ning changes to the

TANF program that 1 believe maintain the spleit and tulenst of its policles.

Our Administration belisves that welfore roform hos always beon »« and must
always remein -- & bipanisan iszue. Buf, just as we came together to make work and
msponsibiiiza’! the law of the land, we helieve it is time w coms together again to
ingure that the conterpicee of welfas refora rerusing a teal cffort designed to find

work for everyene who is able  work.

1

014 72,30



http:wait�and�.ee

1D« FEB 067397 15:58 No.Qi4 P31

The President's FY 1998 budget makes good on his promisc to correct
provisions that were inuluded to save moncy, and which burden States and ;:suﬁish

children mndd the disabled who carmot wotk. We are pleased that the governors, in a

. NGA resolution laat wrek, agrend - wo must not balance the budgel o the becks of

Suttes or legal immigrams, \ ) i

~ Our budger would restore & safety net of $81 and Pood Stamps for legal ‘
immigrant shlidren s for logal inmigrants who hecome severely dissbled. Tt would
extend frem five o coven y&zsl the fime period in which refugves dre eligihle for
sssisiance afler they enter the 118, « 30 that they have enough time to cvmz;me the
hardships they have faced and to becoms eelf sulflatant. And it would delay the I?oe;;i

Stamp ban on jeye! immigrants by 3 months.

Overall, our proposuls saongthen owr commnitment (0 & ucw wellure sysiem

focused on work and responsibility while sddrsmsing the concems of Stete and local
officlals and restaring benefits to those whe ean’t work - partioularly children and the
disabled. We must give ol Americans a handsup and get on with the rsai business

before us; reforming our wolfare system together.

M. Chalrman, the budget | bave discussed todey discards tired old solutions
and maets our challanges creetively and ¢oeperatively. 1t balances the budget,

yithout abandoning ouwr vajues wid Ccommitments,
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It makes tough choloes and shows wiugh niknegement,

i
Now we must act upon jt.

Bocause, just like the past when ws faced down diyeaser and tyranny, fiture
generations will look back en today.

The guestion is, whether they will se¢ a nstion that put aside politiss und camne
sogether 1o protect (e health of its citizans i the 219 century,

The apswer is up 1 uy,  Thank you
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Thank you Gil Klein for that gracious introduction.

1td also like to thank Eleanor Cilift, for orggﬁiziﬁg this
luncheon, and giving me this opportunity teo talk with you about
the important issue of welfare reform.

I am really here to ftalk about the future of our country.

The future of our countryy is & young couple in Cleveland,
forced to separate because the husband's meager income
disqualifies them from the welfare assistance they desperately

nead.

The future of our country is & battered wife, huddled in an
emergency shelter in Miami with her children -~ facing the choice
hetween welfare and an abusive husghand,

he future of our country ig three children in New York whe
rarely see their father and know that he doesn't pay child

gupport.

The future of our countyy is a 1Swyear-old girl in Omaha,
who is a victim of rape.

The future of our countyy is a young mother in Racine who
nad a good paying job that didn't come with health benefits.

wWhen her baby got sick, she had to swallow her pride and go
on welfare to get Medicaid.

And the future of our country is a8 13~year-old girl in
Chicagoe who is being pressured by her 20-year-old so-galled
"boyfriend® to throw away her future to satisfy his desire for

S8%.

The future of ocur country is full of despair for too many
Americans -~ and full of hope for too few.

In Kansas City, Yolanda Magee has hope and a future.

The former welfare mother stood with the President in her
hemetown last Tuesday and told the country she believes welfare
should be, in her own words, “a stepping stone® —— not a way of

life.

And the future of our country is alsc the voung people I met
at an alternative schoel in Los Angeles and at the D.C. Strest
Acadeny, whose graduation I attended last week.

3¢ d ance at education for
students who have dropped out oy been kicked out of school.




At the D.C., Street Academy, the student graduation speaker
was a 20wyear~old woman who described her determination to
succeed bocause of the example she wants to pet for her 2-year-
0ld daughter and 4-year-old son,

That courageous young American and all the graduoates I met
that night represent the meaning of something the President has
said many times:

"We don't have a person to waste in this country.®
These students worked hard. They earned their dipliomas.

The road behind them was rocky, but they didn't give up on
themselves. Nor did their teachers give up on them ~- and we
shouldn't either.

America is a country that does not give up on her people.

We are a country that believes in giving people a way up and
a second chance —- while demanding responsibility and
accountability in return.

That is the essence of the Administration bill introduced
two days ago by House and Senate leaders and Committee Chairs,
ied by Senator Daniel Patrick Moynihan -- one of the nation's
most brilliant and visionary thinkers on social policy.

Last week, Newt Gingrich said about our bill that we
promised a Ferrari and delivered a Yugeo.

He's wrong on both counts.

?he ﬁark and Responsibility Act of 1994 is a distinctly
icap family car:

Solid in design.
feconomical in cost.

and well-eguipped to begin a challenging journey to move
millions of Americans from dependence to independernce.

There's room encugh inside this welﬁare praposal to carry
the whole family:

Democrats and Republicans; liberals, moderates and
conservatives; businesses and schools; children and their young
parents -- and above all, working Americans.
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In fact, if you take a look at most of the legislation up on
the Hill, you will f£ind some striking similarities —— proof that
the consensus for welfare reform transcends party lines.

Both the President's plan and the major Republican plan
emphasize the values of work and respensibility.

Both make public assistance a transitional program leading
to mandatory work.

Both emphasize parental responsibility and delaying sexual
activity ~~ especially for teens,

Both provide funding for education, training, child care and
job creation.

And both recognize that it will reguire an investment =~ of
time -- anpd money -« Lo move young mothers toward self-
sufficiency.

and let me say te those extremist eritics out there ~- some
of whom have apparently not even bothered to read our plan —-

~— We believe the Work and Responsibility Act represents an
historic moment —- & monumental shift in this country's approach
to lifting people out of poverty.

Empower America didn't even get it half right.

The bedrock assumption of our legislation is that work
organizes and gives dignity and meaning to ocur lives.

Our bill is based on the American values of work and
responsibility ~- which is exactly what 1861 Republicans -~ not
extrexists -« call for in their own welfare bill.

And we're sending the strongest possible nessage to young
woman that they must to stay'in school, postpone pragnancy ~-
delay having children until they are fully capable of raising
them.

Either the extremists didn't read our plan -~ or they don't
want to understand it.

Under ocur plan, it will be clear %o all teenagers -~ young
ren and young women —-- that having a child is an immense
responsibility -~ not an easy route to independence.

And from the very moment a young woman walks into a welfare
aoffice, she will understand {hat she is now in a transitional
pregram leading to work.



After an assessment of her skills and training, she will
design a personal employability plan -- a work and training
agreement -— designed to move her into a real job as guickly as

pessible.

sShe will get help with job training, job search, and child
support, with the clear understanding that, as goon as possible,
she must work =-- preferably in the private sector.

And we expect that many recipients will be working well
before they hit the two~year time limit.

put, after two years, i1f she has not found a job, ¢ash
assistance will end, and she will be reguired to take a job in

our subsidlzed WORK program.

And here, there's no guestion that our bill is tougher and
smarter than the Republican alternatives.

Because, unlike traditional “workfare", there's real
accountability here.

In traditional workfare, the welfare chack is stiil the
bottom line because, it's so time consuming, difficult and
bureaucratic to sanction someone who fails to meet their
responsihility.

In our WORK program, recipients will get jobs in the private
sector whenever possible ~- and in the public sector only when
necessary .

They will only be paid for hours worked, And they'll get a
paycheck -~ not a welfare check.

wages ~- not Workfare.
But let me also be ¢lear about this:

We passionately reject the more radical calls for
abandonment of all help gm young mothers in need.

Charles Murray and Empower America may have gotten the
problem right, but their solution is all wrong.

Thejr draconian approach would Yend welfare, period" --
abolishing all forms of public assistance to young, unmarried
parents, and relegating their children to orphanages.

Institutions that nineteenth century social criticecs like
Charles Dickens exposed as abject failures.

Their propoesal sounds almost surreal.



A 1994 version of Jonathan Swiftis "a Modest Proposal? we
which arqued that the best way to deal with food shortages and
overpopulation was to eat the c¢hildren of the poor.

But Empower America isn't being satirical.

They are seriously proposing that the best way to deal with

Lfemporary dependency is to render people permangntly destitute.
That's not something you'll £ind in The Book of Virtues.

Let me repeat: abandonment of responsibility -- by
government or by eitizens - is unhmerican.

It*s wrong -~ and it won't werk -~ to cut off all benefits
to poor, single women and their children -~ even when they play
by the rules and are willing to take part in education and job
training,

Itts wrong —- and it woen't work -~ to ¢reate & generation of
children who will grow up on the gtreets, and who will have no
reagon -- 2ERO =~ to believe in the ideals of this country --
including the mest basic ideal that hard work will be rewarded.

Itts wrong =-- and it won't work -~ for Murray and his
disciples to advocate letting unmarried fathers off the hook =
abgolving them of any responsibility to support the children they
helped bring inte this world.

It's wrong -~ and it won't work -— to give up on parenthocd
and bring back those nineteenth-century orphanages.

Rut that's just what Murray and Empower America would do.

That's why 1 think the bill supported by some extremists who
embrace their approach could be labeled, "The Give Up on Young
Americans Act of 1894.%

Seventy percent of Arericans, in & recent peoll, have
responded with a resounding NO to the Empower America approach.

While more than 90 percent in another poll agreed with the
President's approach emphasizing work and responsibility.

And this support crosses all demographic lines:
African Americans, Hispanics, Whites..Asian Americans --
-~ From the gulf coast to the nidwest -~

-- from South Central L.A. to Bangor, Maine -~



-w aCross all income levels --—
~~ and across a broad ideological spectrum.

There is wide agreament that our plan takes the right stand
toward truly ending welfare as we know it.

Under the President's plan, we're dramatically shifting the
focus of the welfare system from simply handing out welfare
checks to preparing pecple to earn paychecks,

Our push-pull approach combines supports, sanctions, and
economic incentives to honor people who work hard and play by the
rules ~- and penalize those who don‘t.

We believe that by strengthening supports for working
Americans ~- by expanding the Earned Income Tax Credit, by
requiring work, by guaranteeing health care with every job, and
by providing child care, we will provide a s0lid platform for
millions of Americans who are struggling to make the leap from
welfare to work.

And we will make a difference.
Wetre not just tinkering at the margins.

This is a big effort ~~ that promises real, measurabls
results.

By the year 2040, one million psople who would otherwise be
on welfare, either will be completely off or working their way to
independence.

But our plan is as tough as it is far-sighted.

As Senator Moynihan, has been telling us for more than 30
years, teen pregnancy, out-of-wedlock births, and single-~parent
families are enormous social tragedies.

Unlike those on the left and right who simply want to
continue a sterile debate, we want to meet the Senator's
challenge to address these tragedies.

We believe that holding teenage parents respongible for
support of their children makes more sense than simply cutting
off thelir benefils or maintaining the status quo.

We're talking about fathers ag well as mothers -~ because
poth parents are equally responsible.

Our plan provides time~limited benefits for teenage
mothers —= but only if they meet zeveral conditions:



They must live at home with their parents or a responsible
adult,

They must identify their child's father.

They must stay in schoosl or participate in jeob training.
Thay must attend parenting classes, if they need them.
And we are not letting young fathers off the hogk either,

our plan goes further than any PFresidential initiative aver
proeposed in expecting fathers to support their children.

pur plan says to Deadbeat Dads: Iif you'vre not providing for
vour children, we'll garnish your wages, suspend your drivers and
professicnal licenses, track you across state lines, and if
necessary maks you work off what you owe.

And we know that there are men out there -~ many of then
young men -- who want te do the right thing and support their
kids, but ¢an't because of lack of skills or chronic
unsmployment.

That's why, in addition to toughening ¢hild support
enforcement, our plan allows states to extend supports such as
coungeling, job training, and parenting classes to unmarried,
low~-income fathers too -- as long as they are taking
responsikbility for their children,

These polioy changes reflect our belief that, given a 1little
help, most men and women will rise te honor their
responsibilities as parents.

But,, in addition to requiring responsibility, our plan also
places primary emphasis on the prevention of teenage pregnancy.

The link between teen pregnancy and poverty is clear.

Approximately 80 percent of the children born to teen
payrents who dropped out of high school and did not marry are
poor .,

In contrast, only 8 percent of children born to married high
schoel graduates aged 20 or older are poor.

We know that it will take comprehensive, community-based
appreaches 0 empower youny pecple to delay sexual activity and
parenthood until they are emotionally and financially ready. Aand
we'rs absolutely committed to promoting abstinence-based prograams
in the schools as a key to preventing teen pregnancy.



For all teenagers -~ boys and girls -~ we believe that
there's a crucial link between ahstinence and aspiration.

This fact really struck home for me last week when I read
the article in a national pagazine about Katherine Mims, a 21~
year-gld sophomore at Hunter College, the CUNY college I headed
for eight years in the 1980s.

The article described a remarkable partnership we developed
while I was there that has given dozens of teens something to say
YER to while helping them delay pregnancy.

Katherine -~ who was ralsed on welfare ~- was offered a
full scholarship to Hunter College.

The deal was she had to participate in the Family Life and
Sex FEducation Program of the New York Children's Aid Society ~-
and she had to not get pregnant.

Today, Katherine supporte herself by working full-time for
the progran as she continues to march toward her college degree.

We believe that the Work and Responsibility Act of 1994 will
help nmillions of other Americang like Katherine Mims break the
cycle of dependency and finally begin to build lives of
productivity and independence.

As the President hag said, "This is not a partisan issue,
this iz an American issue.®

There is a broad consensus on our approach to welfare
reform.

And any attempts to derail it have to be viewed more as
posturing than as subgtance.

It is a gross injustice to the American people that == )
simply for political reasons -~ a small group of ultra-rightists %L
would oppose a hold, centrist bill that, is based on values they
espoused for many years.,

At the same time, any embrace of the status guo is also an
injustice, because it is clear to the overwhelming majority of
the American people, that welfare as we know it has failed. L

America's children -= jincreasingly our poorest citizens --
degserve a chance to grow up to opportunity, not poverty and
hopelessness.

And the debate in Congress should be conducted with their
futures in mind,



The debate in Congress should be conducted in the true
spirit of bi~partisanship that hes been so glusive in the past,

We are one country «- net two parties.

All of us must work together to put our people back to work
and to revitalize our basic values: work and responsibility,
opportunity and family.

Thank you.



