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; AGENDA

December 1, 1994

Outstanding Issues/Principles of Health Care Reform

I. Introduction
II. Review of Outstanding Issues
. Health Related Tort Reform

° Antitrust
) Fraud & Abuse
. Information Systems

II.  Review and Discussion of Draft Health Care Reform Principles
. Pros and Cons of Using Principles
) Presentation of First Cut Menu of Policy Principles

IV.  Discussion of How Packages will be Presented to Map Group Participants Next Week
° Review of Basic Assumptions for Modeling

V.  Conclusion/Announcements for Next Meeting



HEALTH CARE-RELATED TORT REFORM

‘ THE PROBLEM _
Although the evidence is mixed, many doctors and other members of the public believe that the vagaries of
the jury system lead to unfair and inconsistent results in medical malpractice cases and that large jury
awards 'drive up health care costs because doctors are forced to purchase expensive malpractice insurance
policies and practice "defensive medicine." In addition, some argue that problems in the malpractice system
cannot be addressed comprehensively unless products liability litigation is reformed as well.

MEDICAL MALPRACTICE: APPROACHES

HEALTH SECURITY ACT (S. 1757/ H.R. 3600)

Alternative dispute resolution

e Before claim can be brought, ADR (arbitration, mediation, and early offers of settlement)
must have been utilized. Mandatory, non—binding.

Attomey's fees

. Contingency fees limited to maximum of 33.3% of the total amount recovered by judgment or
settlement. States may impose lower limits.

Punitive damages; Cap on noneconomic damages

] No provisions.
Preemption
° Does not preempt states from imposing more restrictive legislation.
REPUBLICAN INITIATIVES

Republican initiatives in this area included the Dole, House Republican, Chafee, Rowland-Bilirakis, and
Cooper—Grandy bills.

Alternative dispute resolution

e ‘The Dole bill has no provision for ADR. Both the House Republican plan and the Cooper—
Graridy plan provide for mandatory, non-binding ADR with appeals subject to English rule
(in a contested ADR determination, the loser pays fees.) Chafee provides for the same, with
mediation available at the request of any party. - The Rowland-Bilirakis plan also includes
mandatory, non-binding ADR.

Attorney's fees

. All of the bills except the Dole bill include a formula for determining attorneys fees: House
Republican plan and Cooper—-Grandy plan (25% of first $150,000; 10% of excess); Chafee
plan (25% of award or settlement); Rowland-Bilirakis plan (25% of first $100,000; 20% of



next $150,000; 15% of next $250,000; 10% in excess of $500,000).

Punitive damages

The Dole bill caps punitive damages at two times compensatory damages or $500,000,
whichever is less. Other bills provide that a certain percéntage of punitive damages be paid
to the state (House Republican plan and Cooper—Grandy plan - 100%; Chafee plan - 75%).
The Rowland-Bilirakis plan provides, as to manufacturers only, that 50% be paid to the state

and that awards be capped at no more than two times the amount of all other damages.

Cap.on noneconomic damages

The Dole bill caps compensable noneconomic damages at $250,000 for the injured party and
preempts state law in those states that have set such a cap at a higher figure. The House
Republican plan, the Chafee plan, and the Rowland-Bilirakis plan all set a cap at $250,000.
The Cooper-Grandy plan caps noneconomic damages at $250,000 but permits future
development of alternative limits.

PRODUCTS LIABILITY: APPROACHES

Products liability issues may arise in the context of medical malpractice litigation because malpractice
plaintiffs often name a drug or medical device manufacturer or supplier as one of the defendants.

The Health Security Act‘did not address products liability.

Contract with America

One of the bills House Republicans intend to introduce within the first 100 days of the new
Congress is the "Common Sense Legal Reforms Act.”

Important provisions include the award of attorney's fees to the prevailing party in civil cases
brought in federal court under diversity jurisdiction, amending the Federal Rules of Evidence
to provide that expert opinion is admissible only if a judge determines that it is based on
"scientifically valid reasoning,” and the abolition of strict liability for sellers.

In addition, the bill provides that punitive damages may be awarded against sellers of a

product only where there is clear and convincing evidence of malice and caps such damages
at no more than the greater of three times the economic damages award or $250,000.

OPTIONS

Status quo: no Administration proposal.

Present last year's policy, making sure to communicate its strengths clearly.

Propose additional malpractice reforms that do not include damage caps.

Propose additional malpractice reforms, including damage caps.

Propose tort reforms that encompass malpractice and products liability reforms.




ANTITRUST

THE PROBLEM
Medical providers such as hospitals are interested in forming integrated health care delivery
systems that will allow them to better compete in the evolving health carc industry,

particularly with managed care plans. The providers believe that their efforts to form such
systems arc constrained unduly by antitrust laws.

APPROACHES

ADMINISTRATION INITIATIVES

The Health Security Act repealed health insurers' exemption from McCarran—Ferguson Act.

DOJ/FTC Policy Statements

° In 1994, DOJ and FTC issued nine policy statements relating to the health care
industry. ~
® The policy statements delineate safety zones that describe activities that will

not be challenged by the agencies, barring extraordinary circumstances.

. Most activity that falls outside of a safety zone, if challenged, will be evaluated
under rule of reason analysis.

. The agencies are committed to responding to most requests from the business

community for advisory opinions (e.g., whether a proposed activity falls within
the safety zone) within 90 days. .

REPUBLICAN INITIATIVES

Republican initiatives in this area included Hatch/Archer (introduced in House and Senate);
a revised Hatch/Archer incorporated in Dole; and the Canady amendment to H.R, 3600,
which was reported out of the House Judiciary Committee.




Safe harbors

The Republican bills created safe harbors, some of which were broader than the
safety zones in the DOJ/FTC policy statements and some of which addressed
topics that were not the subject of a policy statement.

In Hatch/Archér and Canady, the safe harbors were established by statute. In
Dole, the safe harbors were to be cstablished through the formal administrative
rulemaking process.

The bills-established procedures for the creation of additional safe harbors by
the Attorney General. '

Certificates of review

The Hatch/Archer and Dole bills established procedures for the award of
certificates of review to cooperative ventures by the Attorney General with the
agreement of the Sccretary of Health and Human Services.

Cooperative ventures receiving a certificate of review would be exempt from
antitrust laws.

Notification procedures

Under Hatch/Archer and Dole, cooperative ventures that filed with the Attorney
General would reccive guaranteed rule of rcason analysis of their activities and
detrebling of antitrust damages awarded against them.

OPTIONS

Present last year's proposal on this subject.

Continue current administrative approach and do not propose legislation.

Propose more extensive legislation.




FRAUD-AND ABUSE
THE PROBLEM

Public perceives that health care problems are largely due to fraud and abuse, and according to the
GAO estimates, the annual costs of health care related to fraud and abuse could be as high as 10% of
total U.S. health care expenditures, or almost $100 billion. Although fraud and abuse is a
significant problem that must be addressed, it is the consequence of a larger systemwide problem
(e.g. multi-payors, no cost-containment, the uninsured). Without a comprehensive reform, it would
be extremely difficult to seriously address fraud and abuse, and thus the collection of $100 billion.
However, a number of steps can be made to strengthen federal authority to prevent and monitor
fraud and abuse activities, e.g. formalizing coordination activities between agencies and expanding
Federal statutes to private payors.

APPROACHES

ADMINISTRATION'S INITIATIVES

REPUBLICAN'S INITTATIVES

The Dole bill and the Mainstream bill paralled the fraud and abuse provisions advocated through
HSA, with the following key exceptions.

® No provisions to revise physician self-referral law and extension to all payors.

L Do not create a new false statement, bribery, grand jury disclosure, or a new theft and
embezzlement statutes. Both however, authorize forfeiture of property.

The Rowland/Bilirakis/Cooper bill strategy for fraud and abuse was relatively limited, and contained
provisions that could create serious loopholes in the system and do more damage than good.
Problems identified include:

. Limits deposits to the All-Payor Fraud and Abuse Trust Account only penalty armounts
collected through certain administrative authorities. The bill also requires a 60% set-a-side
of the dishursements for "education” of providers (as opposed to using the money to pay for
increased enforcement).



. Does little in the way of expanding Federal authority (e.g. the bill does not create or extend
any CMP authorities to all payors.)

[ Provisions relating to kickback and self-referral create serious loopholes.
Other Republican approaches include the creation of a provider guidance/advisory options, Medicare

Beneficiary Reporting Program of fraud and abuse, and final adverse action data base of providers
found guilty of committing fraud and abuse.

OPTIONS FOR FUTURE ADMINISTRATION ACTION
Option A: Avoid addressing Fraud and Abuse problems in the next session of Congress.
Option B: Re-introduce HSA Fraud and Abuse provisions

Option C: Adapt the Health Security Act provisions as is to the current political environment:

(1). Minimize the regulatory nature of HSA provisions while strengthening Federal authority
with respect to fraud against private health plans (all payor approach).

(2). In addition to above, expand Federal authority to take on some politically tough
provider-related issues that are likely to be well received by some Republicans.



THE PROBLEM

The health care system continues to be burdened by large volumes of paperwork and red tape.
Over 1500 private and public health plans, each using their own systems and forms for claims
and medical review, consume time and money and divert attention away from patient care.
Substantial savings can be achieved by standardizing forms and making multiple use of data
that are recorded once, i.e. by using data generated during enrollment and during visits to
doctors, hospitals, or other providers for other health-related purposes.

An electronic health information system would streamline paperwork and its costs
significantly. National standards for data elements and transmission are needed to assure
compatibility among participants in the electronic system. Rules to protect the privacy of
data within the network also would be needed for patients and providers to trust it with
sensitive information about them:

APPROACHES

The Health Security Act's provisions on administrative simplification were developed with
significant guidance from the Vice President's national information infrastructure initiative
(NII). The HSA provided for private sector development of an electronic health information
system, guided by federal standards which would be dcvcloped with representation from
affected private and public mtcrcsts Privacy of information in the network would be
protected.

The Congressional health reform process produced compatible legislative language in the
Mitchell, Dole, and Senate "mainstream" bills. The primary sponsors of the "mainstream"
legislation, Sen. Bond (R-MO) and Sen. Leahy (D-VT), have expressed interest in pursuing
the topic further next year.

Some of the major issues on which consensus was reached or was being developed included:

. Standards for an electronic health information network should build on
’ what exists. '

. Private and public sector interests must be represented in the new system.
. Privacy is critical.

. Efficiency is critical.



CURRENT ENVIRONMENT

Next year's proposals for administrative simplifications must take into account the concurrent
development of insurance reforms. to limit risk selection and additional consumer protections
should be considered. The ongoing involvement of this Administration in this debate is
desirable for many reasons, including the opportunity for bipartisan cooperation.

OPTIONS

Because the new political and health care reform environment will require further refinement
of administrative simplification policies, the Administration has two options for proceeding.

e  Interact with the bipartisan Congressional process as it continues.

] Include in the budget an affirmative statement of Administration support for the
development of an electronic health information network, consistent with the
four principles noted above, and for bipartisan cooperation with the Congress to
achieve this goal. ' ”



CONSUMER PROTECTIONS

1. Reform should promote the broad spreading of risk, rather than cncouragc risk
selection.

2. Businesses and families should be protected from unfair or discriminatory insurance
practices. Families who have insurance should be able to keep it, even if they get sick
or change jobs.

3. People should be able to choose their own physician or hospital.

4. Individuals and businesses should have better information about health plans and
providers to make health care decisions.

5. Reforms should encourage health plans and providers to nnprove the quality of health
care.

AFFORDABILITY

1. Our goal should be to control the cost of health care for businesses, families and the

- government.

2. Cost containment measures should promote the efficient delivery of health care, not
cut back people's benefits.

3. Cost containment should seek to enhance competition and market forces, not supplant
them.

4. At a minimum, reform should not increase the federal budget deficit.

5. There should be no significant savmgs in the Medicare program without expansions in
coverage.

Small businesses and individuals should have the same opportunities to obtain
affordable coverage that larger businesses have.

7. Steps should be taken to simplify administration of the health care system and to
reduce fraud and abuse.

8. Better information should be available to private and public purchasers so that they

can evaluate cost containment efforts.



COVERAGE

1. Any reform legislation must provide for progress that puts us on the path towards
universal coverage. Any interim measures should be consistent with, and move us
_towards, universal coverage.

2. Any investments should benefit middle income Americans.

3. Bcform should maintain a.safcty net for those who cannot obtain or afford private
insurance. ‘

4. Reform should increase access to preventive care and promote health.

5. Federal laws and regulations should not stand in the way of state initiatives that

significantly expand coverage or state efforts to administer existing public programs in
innovative ways.

6. Réform should not be paid for by taxing health benefits.
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ASSUMPTIONS FOR COVERAGE OPTIONS

We assume the rejection of subsidy options that are significant (e.g., the
Mainstream proposal cost $600-$800 billion).

We are focusing on private sector-oriented expansions for all options (except
Welfare to Work and State Flexibility).

We assume subsidies should benefit middle income Americans.



 PRESIDENT'S PRINCIPLES ON HEALTH CARE REFORM

Security
Savings

" Simplicity
'Qﬁality |
Choice

" Responsibility



December 2, 1994
MEMORANDUM FOR CAROL RASCO

FROM: Paul Weinstein
’ Brian Burke

SUBIJECT: Regulatory Review Initiative

« . : '
Per your request from this week's DPC staff meeting, the following are our
recommendations for how we should proceed to accomplish l’hIS enormous undertaking. Our
suggestions are discussed below.

Goals

At the meeting of regulatory advisers, the Vice President described the purpose of -this
exercise as an attempt to reform, not roll-back regulations. Nevertheless, it is clear that one
of the purposes of this process is to reduce regulatory burdens on 1nd1v1duals the pnvatc
sector, and state, local, and tribal governments.

In the past, attempts to eliminate regulations have focused on line-by-line review of
the Code of Federal Regulations (CFR). The Reagan, Bush, and Clinton Administrations
have all done such reviews —— and while they have been partially successful in improving the .
regulatory scheme and in reducing the number of duplicative and unnecessary regulations, the
fundamental problems inherent in regulatory philosophy remain. (e.g. EPA has a Water office,
an Air office, a Waste office, a Drinking water office, and other offices which have
overlapping responsibilities but are not designed to coordinate, often leading to duplicative -
and self-defeating regulations.) In order for this review to be successful in reducing the
number of regulations, the working groups should focus on regulatory philosophy and
systems. More specifically, the working groups should develop recommendations for moving
to market incentives such as tradeable permits, voluntary regulatory structures, multi-media
regulation, streamlining agency responsibilities, increasing waiver authority, fostering
regulatory simplicity including one-stop shopping and single forms for a series of regulations,
and establishing a presumption against issuing new regulations. In the end, however, what is
really needed, is a review of conflicting statutory requirements, that are driving the creation of
unnecessary regulations, and a legislative proposal from the Admmlstranon that would rcduce
such requirements. :

Next Steps

Below you will find a list of DPC staff who we recommend to serve as chairs or on
the other working groups. If you approve of the list of staff assignments, we will convene a
meeting next week with the DPC chairs of the regulatory working groups as well as DPC
staff who will serve on the other working groups, to discuss the following: 1) The objectives
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Health Industry Regulation/Food and Drug -~ Chris Jennings o

of this exercise; 2) a methodology for ,rcvieWing regulations; and 3) what the final product

--should look like. Other possible issues to discuss at the meeting include timelines for the

chairs to complete their tasks, and procedures for interaction with the executive branch
departments and possibly outside organizations. A discussion memorandum would be
prepared for you from this group that reflects our conclusions. Shortly thereafter, we would
convene a meeting for DPC chairs and staffers to meet with Elaine Kamarck to discuss how

~we can fully utilize NPR's resources in this project.

Procedures For Chairs

We recommend that each chair set up an interagency working group of the relevant
agencies and EOP offices. Prior to setting up the working groups however, we suggest you
send a memorandum to the relevant agency heads to ask for their assistance in this endeavor.

"In addition, we suggest that one NPR staffer be dedicated to work with each co—chair (with

regards to Workplace safety and labor group, Mike Schmidt has indicated that he will work
closely with Ellen Seidman of NEC). The first task for each chair should be to provide you'
with a schedule of timetables that will insure the working groups meet the Vice President's
deadline.

One issue you should raise with Jack Quinn is Chris Jenning's proposal to merge the
Food and Drug group into the Health Industry Regulatmn group. We concur with Chris'

‘ recommcndatlon

Suggesied Staff Assignments

crqee A ird

Workplace Safety and Labor Issues —— Mike Schmidt
Education —- Bill Galston (Gaynor McCown)

DPC Staff On Non-DPC Working Groups

Unfunded Mandates, Takings, Risk —- Paul Weinstein, Brian Burke
General Regulatory and Cross—cutting Regulatory Issues —— Paul Weinstein
Environment, Energy, and other Natural Resources —— Brian Burke
Financial Institutions —— Paul Weinstein

Business Regulation —— Paul Weinstein

Information Technology —— Jose Cerda

Customer Service in the regulatory environment —— Paul Weinstein

V& Transportation —— Mike Schmidt

(J’v/‘\

GV

Equal Opportunity ~- Steve Warnath
Agriculture —— Brian Burke
Biotechnology —— Mickey Levitan

¢ 37K Research —~ Mickey Levitan
e Consumer Products and Safety —— Igynn_MaLg,hglg;ﬁP Gaynor McCown
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Bill Galston -
Bruce Reed



AGENDA
December 6, 1994

I INTRODUCTION TO SWAP
II. MEDICAID IMPLICATIONS
: ITII. WELFARE IMPLICATIONS
IV. ALTERNATIVE OPTIONS

V. WRAP-UP



MEDICAID FOR WELFARE SWAP

Impact on Federal and State Budgets
Trends in Welfare and Medicaid Costs
Coverage and Cost Issues for Medicaid Program

‘Impact / Issues for Welfare



Expenditures For the Swap: 1996

Dollars in Billions
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Federal Welfare & State Medicaid
Comparision of Expenditure Trends
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‘Net Effects of Swap Options on the Deficit

(Fiscal Years, Doliars in Billions)

SWAP FEDERAL AFDC, FOOD STAMPS & WIC FOR: 1996 - 2000 - 1996 - 2005

All State Medicaid Services $213 $640
for All Current Recipients

All State Medicaid Services for . - $29 $176
Aged and Disabled

State Medicaid Acute Care Services Only for _ $7 $127
All Current Recipients ‘

State Medicaid Acute Care Services Only for ($143) ($278)
AFDC and Non-Cash Kids Only

Increases in the Deficit indicated by positive numbers. Decreases in the Deficit indicated by negative numbers.



Dollars in Billions

Federal Welfare & State Acute Medicaid

Comparison of Expenditure Trends
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Estimated State Fiscal Effects of
Medicaid for AFDC/Food Stamps/WIC Swap

(state fiscal effects in millions)

Fiscal Year 1996 Fiscal Year 2002

Projected State Projected State Gain Projected State Projected State Gain

Costs onAcute  Federal Costs  (Loss) Costs on Acute  Federal Costs (Loss)
State Care Medicaid AFDC + FNS Care Medicaid AFDC + FNS
California , $6,941 $6,882 $59 $12,979 $8,838 $4,141
Connecticut $446 $478 ($32) $835 $614 $221
Indiana $742 $778 ($36) $1,388 $999 $389
Michigan $1,584 $2,086 ($502) $2,962 $2,679 $283
Mississippi $219 $647 ($428) $410 $831 ($421)
Texas $2,048 $3,540 ($1,492) $3,830 $4,546 ($716)
U.S. Total $43,150 $48,297 ($5,147) $80,700 $62,022 $18,678

* Medicaid estimates for 1996 were calculated by HCFA; estimates for 2002 assume the national growth rate for acute care services.
** Food & Nutrition Services program estimates past 2000 were calculated by ASPE staff.




Issues for a Federal Medicaid Acute Care Program

® Reimbursement

® 'Services
Y Eligibility

o Administration



Trends in MaXimum Benefit Levels
Over the Past 25 Years

(Percentage changes reflect changes in real dollars)

100% Federally Funded Programs |
Food Stamps 3%
Basic SSI A 6%

Shared State and Federal Programs

AFDC ' 47%
100% State Funded Programs
SSI Supplement
elderly individuals -63%
elderly couples | -15%

General Assistance : "NA

. emsosss—




BENEFIT VARIATION ACROSS PROGRAMS

AFDC and Food Stamp Monthly Benefits
For a one-parent family of three persons, July 1994

AFDC Food Stamp AFDC & Food Stamps % of Total
. Benefit Benefit Combined Benefit Provided
State Only Only (State Contribution) ~ By State
Mississippl $120 $295 415 (25) 6%
Texas $188 - $295 483 (67) 14%
Indiana $288 $278 566 (105) 19%
Michigan $459 $227 686 (200) 29%
California $607 $183 790 (304) 38%
Connecticut $680 $161 841 (340) 40% -

* AFDC is a program where federal share varies from 50% to 80%

*  Food Stamps is a program with 100% faderal share (except administrative costs}.




State programs for a single person in FY 1993

Maximum GA Benefit

Average State

State Able Bodied SS| Supplement
Mississippi No GA No SSI Supp.
Texas No GA No SSI Supp.
-Indiana Case by Case NA
Michigan No GA $29
California (LA Cty) $303 $180
Connecticut $314 NA

*  General Assistance 'is 0% tfederal share
*  *NA" indicates not available
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III.
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AGENDA

DECEMBER 8, 1994

COVERAGE PACKAGES

Introduction and Description of Meetings with the President
Overview of Assumptions and Coverage Packages
Coverage Options: Costs.and Distribution

Sources of Funding

Examples of Packages

Closing Remarks



ASSUMPTIONS FOR COVERAGE OPTIONS

L We assume the rejection of subsidy options that are significant (e.g., the
Mainstream proposal cost $600-$800 billion).

IL We are focusing on private sector-oriented expansions for all options (except
Welfare to Work and State Flexibility).

III.  We assume subsidies should benefit middle income Americans.



COVERAGE OPTIONS

COVERAGE FOR CHILDREN

Description

Beginning in 1997, children who have been uninsured for at least six months and do
not have other coverage available would be eligible to receive an insurance package

similar to Blue Cross/Blue Shield package for federal employees.

Coverage would be through private health plans, administered either through vouchers
(with comprehensive insurance reforms) or through state contracts with health plans.

_ Children in families with income under 185% of the poverty level would receive fully
subsidized coverage. One option would phase out subsidies between 185% and 240%
of poverty. Another would phase out subsidies between 185% and 300% of poverty.
For the purposes of determining eligibility, income would be measured on a monthly
basis.

Implications

Politically appealing.

Middle class benefit.

Dropping;

Annual versus monthly income issue.

Marginal tax rate issue.



COVERAGE FOR THE TEMPORARILY UNEMPLOYED

Description

Beginning in 1997, people receiving unemployment compensation who do not have
other insurance coverage available would be eligible to receive an insurance package

similar to the Blue Cross/Blue Shield package for federal employees.

Coverage would be through private health plans, administered either through vouchers
(with comprehensive insurance reforms) or through state contracts with health plans.

For the purposes of determining eligibility, income would be measured on a monthly
basis. One option excludes unemployment compensation from income, while another
includes it.

People with income under 100% of the f;overty level would be eligible for a full
subsidy, and the subsidy would be phased out between 100% and 200% of poverty.
Since most middle class citizens do not have high monthly incomes when they are
unemployed, they would in large numbers qualify for this benefit.

Implications

Worker-oriented structure has political appeal.

Extending insurance to previously insured.

COBRA relief for business.

Limiting coverage to unemployment compensation has mixed effects.

Potential for some unintended employment disincentives.



108

COVERAGE FOR THOSE LEAVING WELFARE FOR WORK

Description

Beginning in 1997, people leaving welfare for work would be eligible to continue
receiving Medicaid for two years. Under current law, one year of continued Medicaid

is available.

Eligibility does not depend on income.

Implications

Mixed impact on breaking'welfare/health link.



PrOJected Federal Budget Defic1t
. . Flscal Years (bllllOIlS $) -

1995 1996 - 1997 *199"8: *1999 2000 '"iodi” ."2002?* 2003 2004

©a76 200 217 213 237 253 256 263 ‘42_7‘1 e

- Source: NEC S



Possible Uses of Funds
Fiscal Years, Billions of Dollars

Total

-0.2

. : . ~ Total
1995 1986 1897 1988 1988 2000 . 2001 2002 2003 2004 2005 | 1996-2000 1986-2000
- QUTLAYS ' R ) -
. Kids'. Program (1)
Full Coverage 1997
240% Phase-Out ) ) : . . R . ) '
- No Employer Dropping Assumed . 0.0 - 0.0 6.4 88 ‘9.2 9.7 - 101 10.7 1.3 119 12.6 341 80.8
ngher Employer Dropplng Assumed 2 - 0.0 0.0 7.8 108 113 - 118 123 13.0 13.7 145 16.3| 416 ° 1104
300% Phase-Out ) e
No Employer Dropping Assumed .00 Q.0 6.9 72 100 105 11.0 11.6 122 . 129 137 34.7 96.1
Higher Employer Dropping Assumed (2) 0.0 00 9.2 12.7 13.2 138 145 15.2 161 170 . 180 48.8 1295
Tempdrarily Unemployed ) . V ‘ - .
Ul included in Income 0.0 0.0 3.0 42 45 49 53 57 6.2 6.7 72 16.6 476
Ul Excluded in Income 0.0 0.0 4.0 57 6.1 6.6 71 7.7 8.3 9.0 8.7 224 64.4- -
Wél!are to Work 00 0.0 1.4 15 1.6 17 1.8 19 21 23 24| 6.2 167
" Kids + Temporarily Unemployed -, L - : . : ) L ) : L
Ul Included; Kids Phase-Out at 240% (5) 0.0 0.0 9.0 125 13.2 14.0 14.9 15.8 16.9 18.1 19.3 487 133.7
Ul Excluded; Kids_ Phase-Out at 300% (6) 0.0 0.0 12.0 16.6 175 184.6 19.8 211 225 24.0- 256 - 648 177.8
kids {Temporariiy Uhemployed +
Weifare'to Work . . ] . : - i _ . o B . . . e
Ul Included; Kids Phase-Out at 240% (3) 00 0.0 10.0 136 144 153 163 175 "18.6 19.9 213 53.3 1468 -~
Ul Excluded; Klds Phase-Out at 300% (4) ) 0.0 0.0 130 181 181 20.3 218 230 248 263 . 280 7.0 1845
Public Heatth/ FaHC 01 02 ©02- .02 02 02 02 02 - 02 02 02 09, 20
e Long Term Care Program B
Expand Home & Community Based Services . - ‘ R . .
Low Option 0.0 0.0 16 15 16 . 186 17 1.8 - 18 1.9 20 62. . 154
High Option 0.0 0.0 0.0 1.8 29 - 3.6 50 79 1.4 154 17.3 83 65.3
REVENUES
-Self-Employed Deduction (§,6) - : . : .
Extend 25% deduction 0.6 . 05 06 . -08 0.7 © 0.8 0.8 . -0.9 -1.0 -1.1 -1.2 -3.8 -8.8
100% deduction in 1995 . . 0.9 22 24 . 27 -2.8 -3.2 -3.5 -3.8 -4.1 -4.5 - 48 . -143 _-35.0
Long Tefm Care - 4 e . : ; ‘ : : : ‘
Long-Term Care Insurance Tax Incentives (5) ‘0.0 00 . 02 03 0.2 03 03 0.3 0.4 0.4 0.4 -1.0 2.8
Personal Assistance Services Tax Credit (5) 00 . 00 -0.1 0.1 -0.1 01 0.1 02 -0.2 0.2 0.4 -1:3

(1) Eligibility based on monthly cash income. Basing eligibility on annual cash income would reduce costs and coverage.

Note: Changing these estimates to an annual AGI saves approximately 20%,
. (2) These estimates assume émployer ar employee dropping of insurance, which would result in mcreased tax revenues of approxtmately $2.2 billion between FY 1887 and FY 2000 and $5 8 billion between FY 1897 and FY 2005

(3) Uses kids' 1 esumate g no dmppmg

Py

(4) Uses kids' progy b hsgher pping.
(5) These estimates are effects on revenue, not outlays. Thus, the

(6) These totals include FY 1685 losses in revenue. -

s indicate d

£

in revenue.




Coverage Of Children Under Proposéd Programs
(Persons in millions)

Total -

Participants Who Were

SELECTED PROGRAMS Total
. o Uninsured Participants . Formerly 'Un_insured,
Kids' Program (Full Coverage in 1997)

| 240% Phase-Out _ -
Assuming No Employer Dropping " 9.0 7.5 4.1
Assuming Higher Employer Dropp_iﬁg‘ 9.0 11.8 4.1

300% Phase-Out B ‘
Assuming No Employer Dropping 9.0 8.1 4.3
- Assuming Higher En';éioyer Dropping - 9.0 14.1 4.3




Distribution of Federal Funds and Partlclpants
By Income Quintile: 1997
(Persons in millions, dollars in billions)

SELECTED PROGRAMS . - Income Quintiles : : o
: 1st - 2nd 3rd 4th 5th. - Total

Kids' Program (Full Coverage in 1997)
" 240% Phase-Out

Assuming No Employer Dropping Participants - 13 3.0 22 08" - 01 - 7.5
’ Subsidies 22% 49% -26% 3% 0% $85
Assuming Higher Employer Dropping . Participants 1.4 3.4 41 25 04 11.8
: ' Subsidies 17% = 40% 34% 8% 1% $10.4
300% Phase-Out A
Assuming No Employer Dropping - Participants 13 3.0 23 1.2 0.2 8.1
: Subsidies 20% 45% 28% 6% ©0%. $9.2
Assuming Higher Employer Dropping . " Participants 1.4 3.4 4.4 4.2 0.7 141
S Subsidies 15% 35% 36% 14% 1% $12.3
Temporarily Unemployed . . ] .
Ul Included ) Participants 09 - 2.4 26 1.8 04 8.2
Subsidies . 22% 38% .. 26% 11% 2% $4 0
Ul Excluded o Participants 1.0 27 29 23 07 95
' . . Subsidies 18%" 35% 29% 15% 3% $5.3
~ Kids + Temporarily Unemployed _ . : -
Ul Included, Kids Phase-Out at 240% Participants 2.2 52 - 47 2.5 06 . 15.2
. : Subsidies _ 22% 49% 26% 3% 0% . $12.0
Ul Excluded, Kids Phase-Out at 300% = . Participants 21 5.2 6.4 57 0.9 204
Subsidies 16% 36% 34%. 13% 1% $176 -
Kids + Temporarlly Unemployed +
Welfare to Work : .
Ul Included, Kids Phase-Out at 240% Participants 23 54 48 26 0.6 15.6
Subsidies 2% 45% - 27% 6% 1% $125
Ul Excluded, Kids Phase-Out at 300% _  Participants 21 53 - 66 5.8 1.0 20.8
. Subsidies 16% 38% 32% 13% 1% $189
Long Term Care Program : :
High Option (1) "  Participants - 02 0.2 0.1 0.0 0.0 0.5

Subsidies 60% 26% 13% 2% 1% $1.8

NOTE: The 1997 costs represent a full year of subsidies; in the "Uses Table", only 75%.of these subsdies are dlsplayed since the programs begin on January 1, 1997.

(1) Assumes implementation in FY 1998

" Income Quintiles are Annual Cash Income (199483):

1st Quintile: $0 - 9,400

2nd Quintile: $9,400-20,400
3rd Quintile: $20,400 - 35,000
4th Quintile: $35,000 - 57,500
Sth Quintite: $57,500



Possxble Sources of Funds .
Flsca] Yeam, Bxllwns of Dollars

o ) S - o . Total - - Total © .. Total
1996 ' 1997 1998 1999 . 2000 2001 2002 - 2003 2004 19962000 2001-2005 19962005 -
V Medxcare Savmgsophons . i b VAR ST . : D, P . ]

' Extensmm ofOBRA 1993 BaselmeSavmgs . S 01 0.4 . 06 -3.1 -6.0 -8.7 <119 -159 . -194 102 -79.1 . »893
Exzemmm ofOBRA 1993 Savmgs Policies ' ' 0 11 -5, 22 28 36 . 46 - 56 £7 8.7 282 369 - |:
Addxtmml Medicare Savmgs and Recenpt Proposals 16 -33. 27 33 38 48 63 -7.8 9.7 -14.8 -40.3 - 551 )

Med!caldSawngsOpbuns S . : /; S oo . . ) e . o T )
lManagedCareAFDC/NCdes 5% One-hme Reducnm V7. 00 . 08 04 - 05 07 0.8 09 .09 . 10 1.0 - 47, - .37
". .- Potential Republican Caps: SR R . ) ] _‘ T
. —AFDC/NC Kids GrowthOnly (AFDC/NCPop +CPI) 2/ L7 18 24 34 46 . 58 7.0 82 Y 349 -428.
-Total Program Growlh (Medxcaxd Populatmn+CPI) L2 33 Bl - -a31% 91 261 332 403 472 H3.6 ~200.6 2443
. ,TargetDSH Offsets forCoverage Expansions ' YA E ) o T . o ) T
- Kids to 240% of Poverty 4/ - 12 137 14 15 A6 o7 18 19 <20 '+5.3 94 . 147
- Welfare to Wotk 03 03 .03 - 04 0% 04 05 - 05 13 23 86
 Combined: Kids +Unemployed+WeIfare to Work s’ a7 0 187 20 . 21 23 a5 27 70 a4 0 294
Tobacco Tax. . ‘ ‘ 5? - e P - . . T et -
' Phased $0.45 Increase 19 .35 - 49 - 62 66 7 65 .64 - 64 . 63 X N 2 5507 |
$0751ncrease o 82 <104 103 4103 - 4102 101 100 99 98 © 494 . 495 989
AMedlcate Savlngs fmm Health Care Refotm B:lls ' 6/ ., . R - o e . IR
_ Dole 18" .-35. 74  -122. 70 0 210 262 . 321 376 419 1608 2027
~ Mainstream - .40 B2 141 211 283 - 344 418 502 592 - - 157 2542 . -329.9.
" NOTES:" S | h

1/ EsumatesfromHCFAandOMB/HFB . i
.. 2/, Estimates from OMB/HFB, - RN .

3/ ‘Estimates from HHS/ASPE. , ¢ .

4/ Estimates assume no dropping of private ESI, assume full dro?ping of private nnn-group lnsutanm

5/ Estimates from Department ofd\eTreasury .
. 6/ Estimates from HCFA

&




Med1care Savmgs Ogtlons a

‘-

“ fTar et DSH Offsets for Covera e Ex ansmns - ., e .

oo Caveats and’, }_&smmptions in_l'Possible' Sources vof‘vFunds'",. ’Ifable.« B -

- General Caveat

Use of the FY 1996 President’s Budget baselme w111 have an lmpact on all Medlcare -
and Medicaid savmgs esttmates ‘ : , ‘

G

o Proposals that had effectlve dates 1n 1995 (physmlan fee update eut FDO

elimination, .and moratorlum on LTC hospitals) have. been' pushed back one year for

~ more realistic estimates. However, effective dates for these and other proposals may =
' have to be reeonsrdered Later effectlve dates wﬂl reduce savmgs w1thm the budget o
, wmdow o 3 \

P

The Medtcare Savings Optlons, Dole blll and Mamstream blll contam "beneﬁc1ary

“proposals.” These proposals are 25% Part B premium extension (all three packages),‘
. income:related . Part B premium (Mainstream and Medicare Options); and HI tax o
, ‘extended to all State and local employees (Mamstream and Medteare Optlons)

'-lMedxcald Managed Care Savmgs Optlons

‘ l"I'he managed care estlmate assumes a phase—m to 100 percent managed care .
nenrollment in FY 1999 - :

Per caplta expendltures for managed care: reelprents are assumed to be 5 percent less

) than fee—for-servlce The growth rate m per eaplta expendltures does not change

~ Per caplta expendltures 1nclude semces for cash adults and chlldren and Medlcaud-
" only chlldren : > s

7 .

. 1 In add1t1on to c0n51der1ng DSH cuts’ that are proporttonal to coverage 1ncreases =
- _hmltmg States ability to- use DSH asa ﬁnancmg tool could also be con31dered

(

Given’ States vaned use. of the DSH program, and glven the varymg effects of State ',
DSH allotments and OBRA 1993 DSH payment restrictions, it may be difficult'to .

. de31gn a pohcy that- ach1eves the desired level of savmgs

VN .



FOR ILLUSTRATIVE PURPOSES ONLY
"KIDS FIRST"
Initiatives
KIDS (THROUGH 18) UP TO 300%

95% SELF EMPLOYED TAX DEDUCTION

DEFICIT REDUCTION, 2001-2005

Sources of Funds

$0.75 TOBACCO TAX

OBRA I MEDICARE EXTENDERS

Kids up to 300% - 48.8 ' : 129.5
25% Self-Employed 3.8 8.8
TOTAL COSTS:’ 52.6 N 138.3
$0.75 Tobacco Tax - 494 98.9
OBRA I Medicare 10.2 89.3
TOTAL FINANCING: 59.6 188.2

" FOR DISCUSSION PURPOSES ONLY . ,
Cost and Savings Estimates Not Prepared by OMB, HHS, Treasury
Revenue Estimates Not Prepared by Treasury
Interactive Effects of Proposals Not Included



FOR ILLUSTRATIVE PURPOSES ONLY

"REWARDING WORKERS"

Initiatives
TEMPORARILY UNEMPLOYED (WITH UI INCLUDED)
25% SELF EMPLOYED TAX DEDUCTION
WELFARE TO WORK

DEFICIT REDUCTION, 2001-2005

Sources of Funds
$0.45 TOBACCO TAX
OBRA I MEDICARE EXTENDERS

OBRA II MEDICARE EXTENDERS

Temporarily Unemployed 166 476
25% Self-Employed 3.8 ‘ v 8.8
VA‘Welfa'"re to Work ‘ 6.2 o : 16.7

TOTAL COSTS:’ 26.6 73.1

$0.45 Tobacco Tax 23.1 55.0

OBRA I Medicare 102 89.3

OBRA II Medicare . 8.7 36.9

TOTAL FINANCING: 42.0 - 1812

" FOR DISCUSSION PURPOSES ONLY :
Cost and Savings Estimates Not Prepared by OMB, HHS, Treasury
Revenue Estimates Not Prepared by Treasury
Interactive Effects of Proposals Not Included



FOR ILLUSTRATIVE PURPOSES ONLY

"BUILDING THE FOUNDATION FOR UNIVERSAL COVERAGE"

Initiatives
KIDS (THROUGH 18) UP TO 300%
TEMPORARILY UNEMPLOYED (WITH UI EXCLUDED)
25% SELF EMPLOYED TAX DEDUCTION
WELFARE TO WORK
LONG TERM CARE TAX INCENTIVES, TAX CREDIT
DEFICIT REDUCTION, 2001-2005

Sources of Funds |

$0.75 TOBACCO TAX
OBRA I MEDICARE EXTENDERS
OBRA II MEDICARE EXTENDERS
ADDITIONAL MEDICARE SAVINGS

1996-2000 1996-2005

Kids up to 300% + - .
Temporarily Unemployed
+ Welfare to Work 71.0 .194.5
25% Self-Employed 3.8 8.8
Long Term Care 14 - 4.1

| TOTAL COSTS:" 76.2 - 207.4
$0.75 Tobacco Tax 494 98.9
OBRA I Medicare 10.2 , 89.3
OBRA II Medicare 8.7 , 36.9
Additional Medicare 148 ) 55.1

TOTAL FINANCING:' 83.1 - 280.2

" FOR DISCUSSION PURPOSES ONLY ,
Cost and Savings Estimates Not Prepared by OMB, HHS, Treasury
" Revenue Estimates Not Prepared by Treasury
Interactive Effects of Proposals Not Included



ESTIMATED CBO SCORING Of MEDlCARE SAVINGS PROPOSALS
Fxscal years, dollars in billions ~

5-yr-Total  10-yr Total

10-yr Total

. 12/8/94 T151AM

- . : 1996 1997 . 1998 1999 .2000 . 2001 2002~ 2003 - 2004" - 1996-2000 - 1995-2004  1996-2005 -
Extensions of OBRA 1993 Baseline Savings- o - o : C . o T
. Extend OBRA93 Medicare Secondary Payer 00 - 00 00 -12° -18. -19 20 220 70223 -3.0° -114 --13.8
Part B Offset .00 .00 00 0.1 01 <061 ¢ 01 - 015 01 0.2 0.6 07
* Reduce Routine Cost Limits for HHAs , .00 03 04 05 05 _-06 06 06 07 . 17 -4.2 49
*_Extend OBRA93 SNF Update Freeze 01 . 01 --02 02 0 W02 02 --02 ' -03 03 --0.8 <18 21
Pennanemzs%PanBPremum . 00 .00 00 -3 . 36 61 92  .:129 ° -162 49 493 | 693
- Subtotal 01 04 -06. -31° .-60 87 . -11.9 - -159 . -194 . 102 - 661 - 894
thensnons of OBRA 1993 Savings Policies : S . A i : ] ' o . ; .
. Hospital PPS Update (MB-0.5%, 1997-2004), . 0.0 00 03 - -08 ° -13 19, 27 36 46 - S -24- o _-1572 © 208
. 1995 Physician Update -3% (—0% pnmary care) 04 - -05 -0.5 05 706 06 - 07 . 07 - 087 T-25 0 . B C 6.2
' Part:B Offset 01 01 - 01. 01 .02 02-- 02 02 02 0.6 14 : 16
ASC Payment Update Freeze (199&1999) 00- 00 01, ‘-01. -01° -01 01 - 01, -02 - 03 08 - -0
Part B Offset - 0.0 00 00 00 00 - 00 - 00 00 00 01 . 02 0.3
Clinical Lab Payment Update Freeze (199&99) 00~ - 01 -02  -03 -04 04 05 --05  -06. 0.9 - 2.9 -3.5
Part B Offset 060 00 00 0. 01 01 01 01 01 0.2 07 0.9
" Reduce Hosp1talCap1tal(731%/ -1041%) 07 .-07 07 08 °~ -08- 09 ".-1.0 -1l 11 .37, - 78 - 90
- HlInteractions . . . v - 00 00 00 00 01, 01 01 01 0.2 g2 07 - 09
: Subtotali S0 11 A5 22 28 3.6 . -46° 56 67 8.7 - -29.3 - -36.9
Addxtlonal Medlcare Savings and Receipt Proposals * - : ) o . [ E N -
" Extend HI Tax to All State & Local Employees = -1.6 ~16 -15 ©-15 -4 - -14-  -13 -1.2 -11 -7.6 . -126 -136
" “Income-Related Part B Premium ($90K/$115K) - o ST , : E
" .. Net New Receipts and Program Savings 00 -17 12 <1720 25 30 - 37 45 5 . 66 204 256
Ehrmnate MVPS Upward Bias. 00- 00 00 02 06 14 .26 -39 .55 -0.8 - -142 21.3
PartBOffset ' R 00 00 .00 - 01 - 02 04 SV 1.0° 14 - .02 o 36.. -~ 53
o - Subtotal <16 '~ --33 - 27 33 39 4.9 63 78 9.7 ~14.8 -436 . -551
ITOTAL SAVINGS 27 - -49 . -48 86 . 127 172 227 293  -358 -33.8 -139.0 1815
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EXAMPLES OF STATE LAWS WITH ERISA COMPLICATIONS

Except where noted, the following state laws are eithef clearly
preempted by ERISA or are likely to be vulnerable to a colorable
claim that they are preempted by ERISA.

Except where noted, these state laws have been enacted but not:
implemented. The list does not include laws that were seriously
considered by a state -~ for example, through a task force or
interagency commission -~ but not proposed in legislation (e.g.,
payroll taxes in Colorado and Vermont). The list also does not
include measures that are part of a governor's health care plan
but have not been enacted into law (e.g., global budgets in New
York).
"PURE" EMPLOYER MANDATE

+Washington

»Hawaii?
PAY OR PLAY

-Oregon

sMassachusetts
"EMPLOYER CONDUIT" .
(employers must offer, but need not pay -for, insurance)

«Iowa B
TAXES ON HOSPITAL SERVICES & GROSS EARNINGS
(to fund uncompensated care)

«Connecticut?
' PROVIDER TAX

(to fund coverage expansion)

«Minnesota?

RATE-SETTING

+New York*
«Maryland®


http:ERISA.or

GLOBAL BUDGETS
(limits on spending or rate of growth)

«Vermont®
+Washington
«Minnesota
Montana’

REQUIREMENT THAT HEALTH PLANS ARBITRATE/MEDIATE MALPRACTICE
DISPUTES BEFORE GOING TO COURT ‘

DATA

«Washington

COLLECTION®

sWashington
«Minnesota ,
«New York
«Vermont

BASIC INSURANCE REFORMS SUCH AS MODIFIED COMMUNITY RATING,
RESTRICTING PREEXISTING CONDITION EXCLUSIONS, RESTRICTING MEDICAL
UNDERWRITING, AND PORTABILITY

One  or more. of these types of reforms has been enacted (for
fully-insured plans) and/or implemented in every state
except Nevada, Michigan, Pennsylvania, Georgia, Alabama, and
Hawaii.’® : : »



1. Hawaii has been able to implement its legislation because it
is the only state to be granted a waiver of ERISA preemption by
Congress. However, Hawaii's waiver limits the state to its
health plan as it existed in 1974. Currently, Hawaii is seeking
an expansion of its waiver to allow it to modify the mandated
benefit package, require coverage for dependents, and update its
cost-sharing formula for insurance premiums.

2. Connecticut's legislation has been implemented and challenged
in court on ERISA grounds. A federal district court judge, held
recently that the legislation is preempted by ERISA. The system
Connecticut previously had in place to pay for uncompensated
care, an uncompensated care pool funded by a portion of each
1nsured patient's hospital bill, had also been struck down on
ERISA preemptlon grounds.

3. Implemented; challenged in court on ERISA grounds.

4. New York's legislation has been implemented and challenged in
court on ERISA grounds. The Court of Appeals for the Second
Circuit held recently that the legislation is preempted by ERISA.
The United States Supreme Court has agreed to hear the case.

5. Maryland's all-payer hospital rate-setting system has been
implemented; although it may be vulnerable to a court challenge
on ERISA grounds, no lawsuit has been brought at this time.
Maryland has announced that it is interested in changing its
rate-setting system to finance uncompensated care and medical
education more equitably and that it has not yet done so because
it does not want to defend a lawsult brought against the state on

'ERISA grounds.

‘6. Implemented for public and private hospital spending only.

7. Montana's legislation establishes a commission charged with
developing two health care reform plans; both plans must include
a global budget. : -

8. The data collection laws in these and other states are not
preempted by ERISA because they do not apply to self-insured
plans. The four states listed here have expressed a desire to
obtain data from such plans; currently, they request the self-
insured plans to contribute data voluntarily.

9. Tnese laws are not preempted by ERISA because they do not
apply to self-insured plans.

1
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HEALTH CARE AND THE BUDGET:
POLICY AND STRATEGY MEETING

AGENDA
DECEMBER 22, 1994

Introduction

Revised Deficit Post Changes in Medicare and Medicaid Baseline
Soufccs of Financing for Health Reform

Options for Covcragé Expansions

Ilustrative Packages: Pairing Financing Sources with Options for Coverage Expansion
and Deficit Reduction

Discussion- of Health Reform Strategic Options:

. Whether, and if so, How Presented in the Budget

° Positioning Strategy Relative to the chublicans

Secretary Bentsen 5
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POSSIBLE SOURCES OF FUNDING
Fiscal Years, Billions of Dollars
*MEDICARE/MEDICAID SOURCES WILL BE REDUCED WITH NEW BASELINE CHANGES*

1996 1997 1998 1999 2000

Medicare Savings Options : )

Extensions of OBRA 1993 Baseline Savings - v . -08 ~-1.1 -1.3 ‘ -39 o -6.8
Extensions of OBRA 1993 Savings Policies v . 03 : -0.5 . =09 S -15 =22
HHS Desired Programmatic Changes (All Provider Cuts) % . -0.8 ~1.5 -2.0 . -3.5 -4.9
Additional Medicare Savings and Receipt Proposals A =17 -4.9 =5.7 -6.8 . ~7.6
Medicaid Savings Options ' Y _
Managed Care AFDC/NC Kids, 5% One-time Reduction P/l 0.0 ) 08 04 0.5 -0.7
Potential Republican Caps . o
Total Program Growth (Medicaid Populamm + CPI) -3 ~-3.3 -8.1 -13.1 -19.1
Target DSH Offsets for Coverage Expansions V i
Freeze Federal DSH Payments at FY 1995 Level 4/ -1.1 ~-22 -34 ~-4.6 -6.0
" Tobaceo Tax ‘
30.45 Phased Increase S/ ~1.9 ~-35 ~-4.9 -6.2 -6.6
$0.75 Increase ’ A -8.2 ~104 -103 -10.3 -102
$1.00 Increase ' ’ -102 . -130 129 129 -12.8
Medicare Savings from Health Care Reform Bills
Dole & ~-1.8 -3.5 o -714 ~12.2 -17.0
Mainstream -4.0 : -82 ~14.1 =211 T -283
NOTES

All estimates are preliminary. Totals may not add due to rounding, Bascline re-cstimates for FY 1996 President's Budget will affect all savings estimates.

*Medicaid sources will be reduced by a greater percentage than Medicare sources.

1/ Estimates from HCFA and OMB/HFB. Unclear of availability for health care uses.

2/ Estimates from HCFA and OMB/HFB.

3/ Estimates frorn OMB/HFB.

4/ Estimates from OMB/HFB. A large downward re~cstimation of the FY 1996 President's Budget bascline may significantly reduce estimates of DSH expenditures relanve to the rest of the program.
" 5/ Estimates from Department of the Treasury. .

& Estimates from HCFA. '



Possible Uses of Funds
Fiscal Years, Billions of Do!lar(s

- Total
| 1995 1996 1997 . 1988 - 1893 2000 1995-2000
QUTLAYS . ’ -
Kids' Program (1,2) ‘

Free to 133%, Phase-Out to 240% 0.0 00 3.8 52 5.4 56 20.0

Free to 133%, Phase-Out to 300% 0.0 0.0 4.7 6.5 6.8 74 254
Tempaorarily Unemployed (3) ‘

Free to 100%, Phase-Out to 250% ’ 00 0.0 3.0 4.2 45 4:9 16.6
Weltare to Work (4) ~ 0.0 0.0 0.0 0.0 12 13 26
Kids + Temporarily Unemployed (2,3)

Free to 133%, Phase-Out to 240% 0.0 0.0 62 - 86 . 8.9 8.4 331

Fres to 133%, Phase-Qut to 300% 00 0.0 732 9.9 104 10.8¢- 38.3

Klds + Temporarily Unemployed +
Welfara to Work {2,3)

Frea to 133%, Phase-Out to 240% 0.0 0.0 6.2 8.6 99 - 104 352
Free to 133%, Phase-Out to 300% A 0.0 0.0 7.2 9.9 1.3 118 40.3 -
Public Health/ FQHC , ' 0.1 02 02 02 02 0.2 0.9

Long Term Care Program
Expand Home & Community Based Services

Low Option . - 0.0 06 15. 18 1.6 1.6 6.2
High Option } 60" 00 0.0 1.8 29 36 : 8.3
REVENUES (3]
Selt-Empioyed Deduction
Extend 25% deduction 0.8 -0.5 0.8 . 86 0.7 -0.8 38 -
100% Deduction Phased In (6) 0.5 -05 - -08 -1.4 20 2.2 -758
Long Term Care
Long-Term Care Iinsurance Tax Incentives 0.0 -0.2 -0.4 -0.5 -0.6 » 0.7 2.4

Personal Assistance Services Tax Credit 00 0.0 0.1 01 01 -0.1 0.4

{1} Eligibility based on moninyy cash income. Basing eligibllity on annual cash income would reduce costs and ccwerage.
otz Changing these estimates to an annual AGY saves approximalety 20%.
{2} These estimates assume soms employer o emplayee dropping of insurance, which would resull in small, increased tax fevenues.
(3) Assumes that unemployment cornpensalion is included in income detemninations )
T {4) Exlension of Wedicaid fransiiion benefit after FY 1898 sunset
{5} These eslimates are efects on revenue, nol outlays. Thus, e negative numbers inditate decreases in revanue. Prepaced by Teasury.
{6) Phase in: 25% in 1994, 25% in 1955, S0% in 1996, and 75% 0 1997 and 100% in 1998 Assumes the sell-empioyed must provide heatth cowerage to their employees in-

™.



Coverage of Children Under Medicaid Expansions and Proposed Children's
Health Insurance Program, Millions of Children,1997

—_ e e A ———————
e R e ———— g ™

Total Uninsured Children in 1997 . 8.6

Uninsured Children Over 240% of Poverty and 1.8
Not Eligible for a Premium Subsidy

--Currently Uninsured Children Eligible for a 6.8
Premium Subsidy or Coverage Through ' .
.| Medicaid Expansions ’

Uninsured Children That Will Be Covered

Through Current Law Expansions Of Medicaid : 1.8
Remaining Uninsured Children Under 240% of 5.0
Poverty Eligible for a Premium Subsidy

Uninsured Children Likely To Participate in 20
New Kids Program

Previously Uninsured Children Covered By 38

| Medicaid and New Children's Program

**Children In Families Under 133% of poverty receive full premium subsidy.
Premiwm subsidy phases out at 240% of poverty.

~ *#*Program is assumed to be a capped amount provided to states and not an
individual entitlement.



Coverage of Children Under Medicaid Expansions and Propesed Children's |
" Health Insurance Program, Millions of Children, 1997

Total Uninsured Children in 1997 - 8.6
Unisured Children Over 300% of Poverty and 1.3
not eligible for a premium subsidy

--Currently Uninsured Children Eligible for a 7.3
Premium Subsidy or Coverage Through

Medicaid Expansions

Uninsured Children That Will Be covered

Through Current Law Expansions Of Medicaid 1.8
Remaining Uninsured Children Under 300% of , 55
Poverty Eligible for a Premium Subsidy :
Uninsured Children Likely To Participate in 2.7
New Kids Program '

Preﬁously Uninsured Children Covered By 4.5

Medicaid and New Children's Program , ‘

—

**Children in families under 133% of poverty receive full premium subsidy.
Premium subsidy phases out at 300% of poverty.

**Program is assumed to be a capped amount provided to states and not an
individual entitlement. :



Distribution of Federal Funds and Parﬁcipénts
By Income Quintile: 1987
(Persans in millions, doliars in billions)

SELECTED PROGRAMS Income Quintiles
1st 2nd 3rd 4th 5th Total
Kids’' Program (Full Coverage in 1997}
Free to 133% PL; 240% PL Phase-Out Participants 0.4 1.8 2.7 1.2 0.3 6.4
Subsldies 10% 44% 39% 6% 1% $5.1
Free to 133% PL; 300% PL Phase-0Out Pacticipants 0.4 1. 32 1.7 4 786
Subsidles 8% 38% 43% 9% 1% $6.3
Temporarily Unemployed Participants 0.9 24 2.6 1.8 - 04 8.2
Subsidies 22% 38% 26% 11% 2% $4.0
Kids + Temporarlly Unemployed . : :
Free to 133% PL; 240% PL. Phase-Out Participanis 1.0 3.3 4.5 2.3 0.5 1.7
) : Subsidies 15% 42% 34% 8% 2% $8.3
} Free to 133% PL,; 300% PL Phase-Qut Pardcipants 1.0 3.4 4.9 2.8 0.7 12.8
' Subsidies 13% 38% 38% - 10% 2% 39.8
Long Term Care Pregram ~ : ) '
High Option (1) ’ Participants 0.2 0.2 0.1 0.0 0.0 5
Subsidies 60% 26% 13% 2% 1% 3.8

A

-3

NOTE: The 1987 cosis represent a full year of subsidics; in the "Uses Table, only 15% of these sebsdies are displayed since the programs bogln on January ¥, 1887

{1} Assumes implementation in FY 1898
" tncorne Quinlifes aze Annual Cash Income (19948):
1st Quintile: 30 - 9 400
2nd Quintile: §9,400-20,400
3:d Quintile: 320,400 - 35,000
4ih Quintife: $35,000 - 57,500
Sih Quintile: 357,500




FOR ILLUSTRATIVE PURPOSES ONLY -

"BUILDING THE FOUNDATION FOR UNIVERSAL COVERAGE"

Initiatives
KIDS (UP TO 300% OF POVERTY)
TEMPORARILY UNEMPLOYED
'WELFARE TO WORK
SELF EMPLOYED TAX DEDUCTION PHASED-IN TO 100%
o LONG TERM CARE

PUBLIC HEALTH SERVICES

Sources of Funds
$0.75 TOBACCO TAX
MEDICAID DSH ..

'PROVIDER MEDICARE SAVINGS

1996-2000
Kids up to 300% +
Temporarily Unemployed
+ Welfare to Work (Combined) 42.9
Self-Employed, phased-in to 100% 7.5
Long Term Care 9.0
Public Health Services 0.9
TOTAL COSTS: $60.3 billion
$0.75 Tobacco Tax 49.4
Medicaid DSH 174
Provider Medicare Savings 43.5
TOTAL FINANCING:' $110.3 billion

" FOR DISCUSSION PURPOSES ONLY

Cost and Savings Estimates Not Prepared by OMB, HHS, Treasury
Revenue Estimates Not Prepared by Treasury

Interactive Effects of Proposals Not Included



FOR ILLUSTRATIVE PURPOSES ONLY

"REWARDING WORKING FAMILIES"
Initiatives

KIDS (UP TO 300% OF POVERTY)
TEMPORARILY UNEMPLOYED

SELF EMPLOYED TAX DEDUCTION PHASED-IN TO 100%

Sources of Funds

MEDICAID DSH

PROVIDER MEDICARE SAVINGS

Kids up to 300% of Poverty 25.1
Temporarily Unemployed 16.6
Self-Employed, phased to 100% 1.5

TOTAL COSTS:” $49.2 billion *
Medicaid DSH | 17.4
Provider Medicare Savings ' 43.5

TOTAL FINANCING:’ $60.9 billion

" FOR DISCUSSION PURPOSES ONLY" o
Cost and Savings Estimates Not Prepared by OMB, HHS, Treasury
.Revenue Estimates Not Prepared by Treasury

Interactive Effects of Proposals Not Included



~ FOR ILLUSTRATIVE PURPOSES ONLY

"REWARDING WORKERS"

Initiatives
TEMPORARILY UNEMPLOYED'
WELFARE TO WORK

~ ' SELF EMPLOYED TAX DEDUCTION PHASED-IN TO 100%

Sources of Funds

$0.45 TOBACCO TAX

MEDICAID DSH

1996-2000

Temporarily Unemployed -~ 16.6
Self-Employed, phased-in to 100% 7.5
Welfare to Work _ 6.2

TOTAL COSTS: $30.3 billion
$0.45 Tobacco‘Tax A ' 23.1
Medicaid DSH - 174

TOTAL FINANCING:  -$30.5 billion

" FOR DISCUSSION PURPOSES ONLY

Cost and Savings Estimates Not Prepared by OMB, HHS, ’I‘reasury
Revenue Estimates Not Prepared by Treasury

Interactive Effects of Proposals Not Included



FOR ILLUSTRATIVE PURPOSES ONLY

"KIDS FIRST"

Initiatives

KIDS (UP TO 300% OF POVERTY)

SELF EMPLOYED TAX DEDUCTION PHASED-IN TO 100%

Sources of Funds

$0.75 TOBACCO TAX

Kids, up to 300% of poverty
Self-Employed phased-in to 100%

TOTAL COSTS:’

$0.75 Tobacco Tax

TOTAL FINANCING:'

" FOR DISCUSSION PURPOSES ONLY

Cost and Savings Estimates Not Prepared by OMB, HHS, Treasury

Revenue Estimates Not Prepared by Treasury
Interactive Effects of Proposals Not Included

1996-2000

28.1
7.5

$35.6 billion '

494

$49.4 billion
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THE WHITE HOUSE

WASHINGTON

. December 12, 1994

MEMORANDUM FOR THE CHIEF OF STAFF
FROM: CHRIS JENNINGS

SUBJECT: _ Materials from Health Care Meeting on Coverage Packages

Attached are the materials from the health care meeting on December 8th in which
we discussed possible coverage options and sources of financing for health care reform. Gene
Sperling mentioned that you were interested in taking a look at these materials, and I think
that you might find them useful as you proceed in the budget process.

The first table in the attached document shows potential uses of funds, including
coverage options. The second table shows potential financing options, with a backup table
that provides more detail on the specific Medicare savings options. The next three pages
provide examples of combinations of sources and uses of funds that give a sense of the
spectrum of coverage packages that we could propose. Please note that although Medicare
extenders are used to partially pay for these options, other financing options -- such as
additional Medicare savings -~ could also be utilized. I have attached the policy descriptions
for the coverage options at the end of this document, in case you are interested in having
more detail.

I also want to point out a new section in the sources of funds table on Medicaid
savings, particularly the line on capped spending at Medicaid population growth plus CPI
growth. These numbers are based on a proposal similar to the one that has been discussed
in some budget meetings recently. The attached table shows the caps generating $44 billion
in savings; if these caps were in place in 1996 they would generate about $70 billion. If this
proposal receives serious consideration, I believe it would be important to have the principals
briefed on the policy and political implications of such a proposal. We are planning to put
together some materials on this for Bob Rubin and Carol Rasco and would be happy to
forward them on to you if you are interested. :

If you have any questions or are interested in discussing the attachments iI{ more
detail, please give me a call at 6-5560.

Attachments

cc: Carol Rasco
Bob Rubin
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AGENDA

DECEMBER 8, 1994

COVERAGE PACKAGES

Introduction and Description of Meetings with the President
Overview of Assumptions and Coverage Packages
Coverage Options: Costs and Distribution

Sources of Funding

Examples of Packages

Closing Remiarks



Possible Uses of Funds

Fiscal Yoars, Billions of Oollars

Total Total ~
1985 1996 1997 1998 1899 2000 2001 2002 2003 2004 2005 | 1986-2000 1996«2005'
QUTLAYS
Kids" Program (1)
Full Coverage 1837
240% Phase-Out
No Employsr Dropping Assumed 0.0 0.0 6.4 8.8 8.2 8.7 101 10.7 1.3 11.9 12.6 341 90.8
Higher Employer Oropping Assumaed (2) 0.0 0.0 78 10.8 1.3 11.8 12.3 13.0 137 14.5 15.3 41.6 110.4
300% Phase-Out
No Employer Dropping Assumod 0.0 0.0 6.9 72 10.0 10.5 11.0 1.6 12.2 129 137 347 961
Highor Employer Dropping Assumed (2} 0.0 0.0 9.2 2.7 132 138 14.5 152 164 17.0 18.0 48.8 1295
Temporarily Unemployed
Ut Included in Income GO 0.0 3.0 4.2 4.5 4.9 5.3 57 62 6.7 7.2 16.6 47.6
Ul Excluded in Income 0.0 0.0 4.0 5.7 6.1 6.6 71 7.7 83 9.0 9.7 22.4 64.4
Welfare to Work 0.0 0.0 1.4 1.5 1.6 1.7 1.8 1.9 2.1 2.3 2.4 6.2 16.7
Kids + Temporarily Unemployed .
Ul Included; Kids Phase-Out at 240% (5) 0.0 0.0 9.0 12.5 13.2 140 14.9 159 16.9 18.1 19.3 4a8.7 1337
Ul Excluded: Kids Phase-Out at 300% (6) 0.0 a.0 12.0 16.6 17.5 18.6 19.8 21 225 240 258 64.8 177.8
Kids + Temporarily Unemployed +
Weilfare to Work :
Ul Included; Kids Phase-Out at 240% (3) 0.0 0.0 10.0 13.6 14.4 15.3 16.3 17.5 186 19.9. 213 533 146.8
Ut Excluded; Kids Phase-Out at 300% (4) 0.0 0.0 13.0 18.1 19.1 20,3 21.6 23.0 24.6 26.3 28.0 71.0 194.5
Public Health/ FQHC 0.1 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 Q.2 0s 2.0
Long Term Care Program
Expand Home & Community Based Sorvices
Low Option 0.0 0.0 1.5 1.5 1.6 1.6 1.7 18 1.8 1.9 2.0 6.2 15.4
High Option 0.0 0.0 0.0 1.8 2.8 6 5.0 9 114 15.4 17.3 8.3 653
REVENUES
Self-Employed Deduction {5,6)
Extend 25% deduction 0.6 -0.5 -0.6 0.6 -0.7 0.8 -0.8 -0.8 -1.0 BN -1.2 -3.8 -8.8
100% deduction in 1995 -0.9 -2.2 2.4 2.7 -2.9. -3.2 +3.5 -3.8 4.1 -4.5 -4.8 -14.3 -35.0
Long Term Care :
Long-Term Care Insurance Tax incentives (5) 0.0 0.0 -0.2 -0.3 0.2 -0.3 -0.3 0.3 0.4 -0.4 -0.4 -1.0 2.8
Pearsonal Assistance Services Tax Credit (5) 0.0 0.0 <01 -0.1 -0.1 -0.1 0.1 -0.2 -0.2 -0.2 -0.2 0.4 -1.3

{1) Eligibility basad on monthly cash income. Basing efigibility on anaual cash incoms would reduce costs and coverage.
Note: Changing these sstimates to an annual AGH saves spproximately 20%.
(2) These estimales assume employer or smployes dropping of insurance, which would result in increased tax revenues of approximately $2.2 billion betwseen FY 1887 and FY 2000 and 55 8 bilhon between FY 1987 and FY 2005
(3} Uses kids' program estimate assuming no dropping.
{4) Uses kids' program estimate assuming higher dropping.
{5) These estimates ars elects on revenue, not outlays. Thus, the nagative numbers indicate decreases in revanue.
{8} These totals include FY 1005 lossas in revenus,


http:cover.ge

Possible Sources of Funds

Fiscal Years, Billions of Dollars

] B Touw Total Total
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 ‘.g 1996-2000 2001-2005 19962005
'3
]
Medicare Savings Qptions 1/ i@
Extensions of OBRA 1993 Daseline Savings 0.1 -0.4 -0.6 -31 -6.0 -8.7 -11.9 -15.9 -19.4 =232 % -10.2 -79.1 -89.3
Extensions of OBRA 1993 Savings Folicies 1.0 -1l 1S -2.2 -2.8 3.6 4.6 5.6 6.7 7.8 {i -8.7 252 36.9
4
Additional Medicare Savings and Receipt Proposals =16 =33 2.7 -3.3 -39 4.9 -6.3 -7.8 -9.7 1L : -14.8 -0.3 -55.1
1
Medicaid Savings Options ;t
Managed Care AFDC/NC Kids, 5% One-time Reduction 1/ 0.0 0.8 0.4 0.5 0.7 -0.8 -0.9 0.9 -1.0 BRY ¢ 1.0 4.7 -7
Potential Republican Caps:
~ AFDC/NC Kids Growth Only (AFDC/NC Pop. + CPJ) 2/ -0.7 -1.5 -24 -3.4 4.6 5.8 -7.0 -8.2 -9. -8.0 -34.9 -42.8
- Total Program Growth (Medicaid Population + CPI) 2/ -3.3 -8.1 -13.1 -19.1 -26.1 -33.2 -40.3 -47.2 *53.9 ~43.6 ~200.6 <2443
Target DSH Offsets for Coverage Expansions 3/
Kids to 240% of Poverty 4/ -1.2 -1.3 -1.4 -1.5 -1.6 -1.8 -1.9 -2.0 -2 -53 -9.4 -14.7
Welfare to Work 0.3 0.3 -0.3 -0.4 -0.4 -0.4 -0.5 -0.5 0.5 1.3 2.3 3.6
Combined: Kids + Unemployed + Welfare to Work -1.5 -1.7 -1.8 -2.0 +2.1 -23 -2.8 2.7 28§ 7.0 <124 194
Tobacco Tax S/ .
Phased 50.45 Increase -1.8 -3.5 -4.9 -6.2 < b6 -6.5 . -6.4 -6.4 -6.3 6.2 -23.1 <319 -55.0
$0.75 Increase -8.2 -10.4 -10.3 -10.3 -10.2 -10.1 -10.0 9.9 98 9.7% ~49.4 -49.5 -98.9
Medicare Savings from Health Care Reform Bills 6/
Dole -1.8 -3.5 “7.4 -122 -17.0 -21.0 -26.2 -32.1 376 -43.9 419 -160.8 102.7
Mainsiream 4.0 -8.2 141 -21.1 -28.3 -34.4 -41.8 -50.2 -59.2 -68.6 K3 -75.7 -254.2 -329.9
NOTES:

1/ Estimates from HCFA and OMB/HFB.
2/ Estumates from OMDB/HFB.
3/ Estimates from HHS/ASPE.

4/ Estimates assume no dropping of private ES, assume fuli dropping of private non-group Insurance,

5/ Estimates from Department of the Treasury.
6/ Estimates from HCFA.



ESTIMATED CBO SCORING of MEDICARE SAVINGS PROPOSALS

Fiscal years, dollars in billions

S-yr Total 10-yr Total  10-yr Total
1956 1997 1998 1999 2000 2001 2002 2003 2004 19496-2000 1995-2004 1996-2005
Extensions of OBRA 1993 Baseline Savings
Extend OBRA93 Medicare Secondary Payer 00 0.0 0.0 -1.2 -1.8 -1.9 -2.0 2.2 -2.3 -3.0 -11.4 138
Part B Offset 0.0 0.0 0.0 0.1 0.1 0.1 0.1 0.1 0.1 0.2 0.6 0.7
Reduce Routine Cost Limits for HHASs 0.0 -0.3 -0.4 -0.5 -0.5 -0.6 -0.6 -0.6 -0.7 -1.7 4.2 4.9
Extend OBRA93 SNF Update Freeze 0.1 -0.1 -0.2 -0.2 0.2 -0.2 -0.2 -0.3 -0.3 -0.8 -1.8 -2.1
Permanent 25% Part B Promium 8.0 0.0 Q.0 -1.3 -3.6 -6.1 -9.2 -12.9 -16.2 49 -49.3 -69.3
Subitotal -0.1 -0.4 -0.6 -3. 6.0 -8.7 -11. -15. -19. -10.2 -66.1 -89.4
Extensions of OBRA 1993 Savings Policies
Hospital PPS Update (MB-0.5%, 19%7-2004) 0.0 0.0 -0.3 -0.8 -1.3 -1.9 -2.7 -3.6 -4.6 -24 -15.2 -20.8
1995 Physician Update -3% {-0% primary care) -0.4 -0.5 -0.5 -0.5 -0.6 -0.6 -0.7 -0.7 -0.8 -2.5 -5.6 -6.2
Part B Offset 0.1 0.1 0.1 0.1 0.2 0.2 0.2 0.2 02 0.6 1.4 1.6
ASC Payment Update Freeze (1996-1999) 0.0 0.0 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.2 -0.3 -0.8 -1.0
Part B Offset’ 0.0 0.0 0.0 6.0 0.0 0.0 0.0 0.0 0.0 0.1 0.2 03
Clinical Lab Payment Update Freeze (1996-99) 00 - -01 -0.2 -0.3 0.4 -0.4 -0.5 -0.5 0.6 -0.9 2.9 -3.5
Part B Offset 0.0 0.0 0.0 0.1 0.1 0.1 0.1 0.1 01 0.2 0.7 0.9
Reduce Hospital Capital (-7.31%/-10.41%} 0.7 -0.7 -0.7 -0.8 -0.8 -0.9 -1.0 -1.1 -1.1 -37 -7.8 -9.0
HI Interactions 0.0 Q.0 29 0.0 Q1 01 g1 01 02 0.2 0.7 0.9
Subtotal -1.0 -1.1 -1.5 -2.2 ~2.8 -3.6 4.6 5.6 -6.7 -8.7 -29.3 -36.9
Additional Medicare Savings and Receipt Proposals -
Extend HI Tax to All State & Local Employees -1.6 -1.6 -1.5 -1.5 -1.4 -14 -1.3 1.2 -1.1 -7.6 -12.6 -136
Income-Related Part B Premium (390K /5115K)
Net New Receipts and Program Savings 0.0 -1.7 1.2 -1.7 -2.0 -2.5 -3.0 -3.7 -4.5 -6.6 -20.4 236
Eliminate MVPS Upward Bias 0.0 0.0 0.0 -0.2 -0.6 -1.4 -2.6 -3.9 5.5 -0.8 -14.2 1.
Part B Offset 0.0 0.0 0.0 0.1 Q0.2 0.4 0.7 1.0 14 0.2 3.0 33
. Subtotal -1.6 -3.3 -2.7 3.3 -3.9 -4.9 -6.3 -7.8 -9.7 -14.8 -43.6 -55.1
{TOTAL SAVINGS 2.7 -4.9 -4.8 -8.6 127  -17.2  -227  -29.3 _ -35.8 -33.8 -139.0 -181.5]

12/8/794 1151 AM



FOR ILLUSTRATIVE PURPOSES ONLY

"KIDS FIRST"

Initiatives
KIDS (THROUGH 18) UP TO 300%
25% SELF EMPLOYED TAX DEDUCTION

DEFICIT REDUCTION, 2001-2005

Sources of Funds

$0.75 TOBACCO TAX

OBRA I MEDICARE EXTENDERS

| 1996-2000 1996-2005
Kids up to 300% 48 8 129.5
25% Self-Employed 3.8 8.8
TOTAL COSTS: 52.6 138.3
$0.75 Tobacco Tax 49.4 98.9
OBRA [ Medicare 10.2 89.3
TOTAL FINANCING:' 59.6 ‘ 188.2

" FOR DISCUSSION PURPOSES ONLY
Cost and Savings Estimates Not Prepared by OMB, HHS, Treasury
Revenue Estimates Not Prepared by Treasury
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FOR ILLUSTRATIVE PURPOSES ONLY

"REWARDING WORKERS"

Inttiatives
TEMPORARILY UNEMPLOYED (WITH Ul INCLUDED)
25% SELF EMPLOYED TAX DEDUCTION
WELFARE TO WORK

DEFICIT REDUCTION, 2001-2005

Sources of Funds

$0.45 TOBACCO TAX
OBRA [ MEDICARE EXTENDERS

OBRA II MEDICARE EXTENDERS

1996-2000 1996-2005
Temporarily Unemployed 16.6 ' 476
25% Self-Employed 3.8 8.8
Welfare to Work 6.2 16.7
TOTAL COSTS: - 26.6 : 73.1
$0.45 Tobacco Tax 231 550
OBRA I Medicare 10.2 89.3
OBRA !I Medicare 8.7 36.9
TOTAL FINANCING: 42.0 1812

" FOR DISCUSSION PURPOSES ONLY
Cost and Savings Estimates Not Preparcd by OMB, HHS, Treasury
Revenue Estimates Not Prepared by Treasury
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FOR ILLUSTRATIVE PURPOSES ONLY

"BUILDING THE FOUNDATION FOR UNIVERSAL COVERAGE"

Initiatives
KIDS (THROUGH 18) UP TO 300%
TEMPORARILY UNEMPLOYED (WITH UI EXCLUDED)
25% SELF EMPLOYED TAX DEDUCTION
WELFARE TO WORK
LONG TERM CARE TAX INCENTIVES, TAX CREDIT

DEFICIT REDUCTION, 2001-2005

Sources of Funds

$0.75 TOBACCO TAX
OBRA I MEDICARE EXTENDERS
OBRA II MEDICARE EXTENDERS

ADDITIONAL MEDICARE SAVINGS

1996-2Q00 1996-2005
Kids up to 300% +
Temporarily Unemployed A
+ Welfare to Work 71.0 1945
25% Self-Employed 3.8 8.8
Long Term Care 14 4.1
TOTAL COSTS! 76.2 207 4
$0.75 Tobacco Tax 49.4 98.9
OBRA I Medicare 10.2 89.3
OBRA II Medicare 8.7 369
Additional Medicare 14.8 551
TOTAL FINANCING: 83.1 280.2

" FOR DISCUSSION PURPOSES ONLY
Cost and Savings Estimates Not Prepared by OMB, HHS, Treasury
Revenue Estimates Not Prepared by Treasury
Tovbnwnntioa Bffacte af Pranasals Nof Tneluded



COVERAGE OPTIONS

COVERAGE FOR CHILDREN

Description

Beginning in 1997, children who have been uninsured for at least six months and do
not have other coverage available would be cligible to receive an insurance package
similar to Blue Cross/Blue Shicld package for federal employees.

Coverage would be through private health plans, administered either through vouchers
(with comprchensive insurance reforms) or through state contracts with health plans.

Children in families with income under 185% of the poverty level would receive fully
subsidized coverage. One option would phase out subsidies between 185% and 240%
of poverty. Another would phase out subsidies between 185% and 300% of poverty.

For the purposes of determining eligibility, income would be measured on a monthly
basis.

Implicatiohs

Politically appcaliﬁg.

Middle class benefit.

Dropping.

Annual versus monthly income issue.

Marginal tax rate issue.



II.

COVERAGE FOR THE TEMPORARILY UNEMPLOYED

Description

Beginning in 1997, people receiving unemployment compensation who do not have
other insurance coverage available would be eligible to receive an insurance package
similar to the Blue Cross/Blue Shield package for federal cmployces.

Coverage would be through private health plans, administered cither through vouchers
(with comprehensive insurance reforms) or through state contracts with health plans.

For the purposes of determining eligibility, income would be measured on a monthly

basis. One option excludes unecmployment compensation from income, while another
includes it.

Pcople with income under 100% of the poverty level would be cligible for a full
subsidy, and the subsidy would be phased out between 100% and 200% of poverty.
Since most middle class citizens do not have high monthly incomes when they are
unemployed, they would in large numbers qualify for this benefit.

Implications

Worker-oriented structurc has political appeal.

Extending insurance to previously insured.

COBRA rclicf for business.

Limiting coverage to unemployment compensation has mixed effects.

Potential for some unintended employment disincentives.



III. COVERAGE FOR THOSE LEAVING WELFARE FOR WORK

Description

. Beginning in 1997, people leaving welfare for work would be cligible to continue

receiving Medicaid for two ycars. Under current law, onc year of continued Medicaid
is available.

. Eligibility does not depend on income.

“Implications

. Mixed impact on breaking welfare/health link.



