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HEALTH CARE REFORM· 


"Our families will never be secure, our businesses will never be strong, and 
our government will never again be fully solvent until we tackle the health care 
crisis.1/ [President Clinton, Joint Session of Congress, 2/17/93] 

THE CLINTON ADMINISTRATION CONTINUES'TO FIGHT FOR REAL HEALTH 
CARE REFORM. 

• 	 As you know, last year the Clinton Administration fought hard for health care reform. 
While we could not reach agreement on legislation, there can be little disagreement 
that the problems remain. Nearly forty million Americans have no health insurance 
and 'millions more are just one pink slip or illness away from losing it. Eighty...:.four 
percent of the uninsured in 1993 were in working families, and more that 55 percent 
lived in families headed by full-time workers. And while health care costs have 
begun to slow down, they are continuing to rise at three times the rate of inflation. 

• 	 . As the President said in his State of the Union address and in his December letter to 
the Congressional Leadership, we remain firmly committed to guaranteeing health 
security to all Americans and to containing health. care .costs for families, businesses 
and Federal, state and local goverriments. 

• 	 The President believes that we should take a step-by-step approach. This year, we : 
can take the first steps. The. Congress can and should: 

• 	 Reform the insurance market -- so that people don't lose their insurance when 
they lose their job or change jobs or a family member falls ill, and so that 
small businesses can afford to buy insurance for their workers. 

• 	 Make coverage affordable for and available to children. 
I 

• 	 Help workers who lose their jobs keep their health insurance: 

• 	 Level the playing field for the self~employed by giving them the same tax 
treatment as other businesses. 

• 	 Help families provide long-term care. for .a sick parent or a disabled child. 

• 	 Because their constituents are demanding action, some Republicans have begun to 
respond to the President's challenge by coming forward with proposals and bills. We 

, look forward to working with them to take the first steps this year. 

\ 
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THE CLINTON ADMINISTRATION IS FIGHTING BACK TO PROTECT HEALTH 

CARE FOR MOTHERS, CHILDREN, THE DISABLED AND AGED AMERICANS. 


• 	 Unfortunately, for too many Republicans in Congress, "health reform" has turned into 
the code word for slashing Medicare and Medicaid to pay for tax cuts for the wealthy. 
Republicans in the House and the Senate have talked 'about cutting both Medicare and 
Medicaid by hundreds of billions of dollars. 

• 	 Republicans have signaled their intention to cut Medicare by about $300 billion . 
between now and 2002. 

• 	 Republicans have suggested cutting Federal Medicaid spending by at least $180 
to $190 billion between now and 2002. 

• 	. It's not hard to figure o~lt what that means for the doctors and hospitals who treat 
patients receiving benefits under these programs, and for the patients themselves. 

«t 	 It means shifting a staggering financial burden to elderly and disabled Medicare 
beneficiaries. Or to small businesses and families who will pay higher 
premiums and fees if these programs are slashed without overall reform. 

• 	 It means dropping coverage or shrinking benefits for mothers and children on 
Medicaid. Or it means asking States to pick up the tab to preserve the 
Medicaid program, and in doing so, forcing them to raise taxes or slash 
spending for services like education' and public safety. 

• 	 It means significant cuts in payments to hospitals, physicians and other 
providers. 

• 	 The President presented a responsible budget to Congress -- a budget that made tough 
choices to get our rising deficit under control, but a budget that protected hard­
working Americans and investments in our children. Now it is Congress' tum to act. 
To detail where they will get the cuts they need to pay for their tax cuts for the 
wealthy. To step forward with their plan for deficit reduction. 

• 	 The President has consistently said that we cannot get a hold of the deficit without 
passing meaningful health reform. Over the next five years alone, almost 40 percent 
of the growth in total Federal spending will come from rising costs in Federal health 
care programs. We must contain costs in these programs. But we must do it as we 
reform our health care system as a whole -- not by arbitrarily cutting programs that 
serve the most vulnerable Americans. 

March 6, 1995 

Staff Contact: Jennifer Klein (6-2599) 




MEMORANDUM 


TO: Political Strategy Group \ March 3, 1995 
FR: Chris Jennings 
RE: ShortlLong-Range Health Care Challenges· 
cc: Carol Rasco, Pat Griffin, Janet Murgia 

Attached is a one-month calendar that outlines some immediate (predominantly) 
legislative events, which will refocus attention on the health care issue. Understandably 
enough, it starts with yesterday'S balanced budget vote and the attention it focuses on health 
care entitlements (Medicare & Medicaid), the deficit, and our position on health reform. 

l 

Background on Politics of Health Care a,nd the Budget 

The President has consistently said we cannot get a hold of the deficit without 
enacting meaningful health reform. As such, we oppose "Medicare cuts outside the context of 
health reform." 

Until we make a more specific statement on the health reform issue, the 
Administration will be pressed extremely hard by Republicans and the elite media to provide· 
our definition of health reform, with specifics on how much -- if any -- deficit reduction 
such reform entails. Moreover, a number of very visible Democrats on the Hill (e.g., 
Ranking Budget House/Senate Chairmen Sabo/Exon), responding to this pressure, will almost 
certainly produce their own deficit reduction proposals. There is little doubt that these visible 
. Democrats' proposals will contain significant Medicare and Medicaid cuts. 

The Administration's current position is that we stand firm on challenging the 
Republicans to produce their budget BEFORE we engage in talking about any specific health 
reform package that the Administration might support. (This is consistent with the President's 
position of not wantin·g to push a health reform proposal down the Republicans' thro~ts and 
inviting them to work with him to jointly produce a "meaningful" health reform proposal) . 

. Although everyone within the Administration understands and' supports our position, the 
outside pressures will make it very difficult to implement and will require enorinous 
discipline. 



.... -...,.. ... 

Short-Term Strategy· Recommendation 

During the pre-Republican budget resolution mark-up period, we need to continue to 
coordinate any necessary responses with the President's health policy development team 
chaired by Carol Rasco and Laura Tyson. As the calendar illustrates, the Republicans are 
already starting to hold hearings and mark-ups on health bills. Leon, George, Pat, Harold, 
Erskine, Alice, Gene, Bill, the primary health care jurisdiction Department Secretaries and 
others are represented in this work group and, so far; our clearance and policy position .' 
process has worked quite well.' . .' 

In addition, we must understand the importance of being better prepared to define our 
health care reform/deficit reduction position. Even if we can avoid being specific for now, it 
will become almQst impossible to not further expand on our current position after the 

. Republican" budget resolution mark-up. There is no question that the longer we remain silent 
on this issue, the more vulnerable we become to cri~icism thaCwe are being fiscally' 
irresponsible and playing politics with the health care and deficit reduction issue. 

Similar to our short, short-term strategy, the DPC/NEC working group needs to 
continue to be the focal point of our political/policy deliberations around a specific health 
policy position. We must ensure, however, that its work is running at a parallel and 
consistent track. to the stragegy being discussed in the political and budget groups that are 
now being formed within the White House. 

r 



DRAFT
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A new analysis of Medicaid bio'ck gr~ts ~onducted by the Urban Institute for the Kais~r 
Commission on the Future of Medicaid finds that if the growth in federal Medicaid 
payments to states is capped at 5% per year, states would lose over $84 billion,in federal 
funds betWeen 1996 and 2000. ' 

• New York, California, Texas and Florid~ 'would Jose the largest amount. New York would 
lose almost $9 billion;. California almost $7 billion; Texas $5.5 billion; and Florida $5 . 
billion. 

• States in the South and Mountain regions would have the biggest percentage reductions in 
federal payment. Reductions will average over 18% in states such as Florida, Georgia, 
1&.& as; Montana, weSt Virginia anp North Carolina. 

• The.study suggests that it is very unlikely~that cuts of this magnitude could be offset through . 
• managed 'care, provider payment reductions, or elimination of optional benefits-- states 

would very likely be forced to reduce coverage or increase their own spending to offset the 
substantial reduction in federal Medicaid contributions. 



The Impact of a Five Perc:entMedicaid Expenditure ~rowtb Cap' 

lohn Holahan 
David Liska 

March IS, 1995 

Controlling che growth in Medicaid spending is a. pivotal part of Congressional effor[s to 

reduCe 	the federal deficit. .One proposal that has emerged is a 5% cap on the growth in federal 

Medicaid expenditures. This would be a uniform cap ,applied to all stales on all Medicaid 

, spending including acute care, l~ng, term tare. disproportionate share payment! and administrative 
, 	 ' 

\ '. 	 ' 

costs. 	 It would give states amounts eq~al to their current federal spending plus 5% for each' year 

, beginning in 1995 on into the ind~finite future. We bave discussed the distributional eff~cts of 

these policies elsewhe.rel This report addresses the aggregate spenrung "impacts. 

, The most important findings .in this analysis are: 

• 	 Federal Medicaid spending would fall as a result of a S% expenditure growth cap 
by 20.1% in the year 2000. Cumulativ= reductions itt·federal expenditures would 
amount $84.2 billion over the 1996 to 2000 period~ If Slate spending also grew by 
5% over the period, total Medicaid expenditUres would fall by $51.0 billion 
relati~ to the baseline projection of $254.9 billion. 

~ . 	 the mlpact of a S% cap is, grea.test for states in the South and',MQuntaiti regions. 
This is because these stales are expected t6 grow fa.ster than rhe national average. 
in the absence of an expenditure cap. " 

• 	 States with high levels of disproportionate share hospital (DSH) payments will 
grow more slowlY.,than average, all else being equal; as a result, expenditure caps 
will have less of aD e.ffect on these scates. This is because these states are already, 
subject to caps on DSH spending resulting from federal legislation enacted in 1991 
and 1993. 

• 	 A so/(, 'expenditure growth cap also has more serious implications for lower income 
states because of the structure of federal matching.contribmions. Because federal. 
Medicaid payments can amount to over 70% of to'tal e~penditures in.'low income 

, lHolaban. John anc1 David Liska. "State Variations 'in Medicald: JrnpJiearJons ro'r Bloc:k GrantEi and £spendiuu~ 
Growth Caps." (Wasb!ngton. D.C.: The Kaiser Commission of the Furure or Med!caid. Policy Brief, Marc.h 1995). 



states. replacing any lost federal funds would . require greater petcentage increases 
instate spendins in these states. For example. while states on average would have' . 
to increase spending by 27.2% in order to replace all federal funds, Mississippi and 

. West Virginia would need to increase slate spending by rnore than 80%, assuming 
. they attempted to maintain current spendin.g levels. 

, " v 

To estimate the impact of as% c:ap we proj~t Medicaid beneficiary and expenditUre 


growth fro In 1993 to the year 2002. vje make separate projections for groWth in different· 


beneficiary groups and for changes in spending per beneficiary for acute and long £enn care 


services for differel'it.groups. e.g.. th~ aged; disabled, adults arid children-We also use regional 


adjustors to account for differences across scographic areas in the r"'4te of growth of beneficia~es 


and of spending pet. beneficiary.2 This allows us to develop estimates of beneficiary and 

. . ' .' . 

spending growth tha.t are state specific and more likely 10 reflect actual growth patterns that will . . ". " 

. vary considerably across states. The results of our spending projections are shown in Tables 1 
.~ . 

through 3 . 


. We estimate that under current law, the number of beneficiaries will grow from 36.3 

, . i 

million in 1995. to 43.4 million in 2000 and 45.7 million in Z002. We estimate that spending will . . 


grow from $159.8 billion in 1995 to $254.9 billion in the year 2000. and 5304.0 billion in 2002. 

\ 

Both of these proje~tiol1s are within the rang~ forec:ast. by the Congressional Budget Office and 


the Health Care Financing Administration;s Office of the Actuary. 


Table 1 projects that Medicaid cxpen~itures would ~xperience an average annual increase 


of 9.8% in the absence of any change in policy. This includes increases in benefitS (10-4% ptr . 


'These adjustments allow us to accOIlnt for much of the diffete.rttiils in bene.ficia.ry and sp~ndin8 gtOwLb across 

states ill the r«ent past (1988.1993). States ot course differ somewhat within regions in their past experience and 

iulU(e policies adopted by specific Slates ,ould result in'different pauerns than we hn'e projected. It is. of ~ourse. 


not possibl~ tolalo"" all of !he lil<ely eyenLHhat CQuld. impac~ any statc'i future expenditures. We ha,-e Uu)e ~hoice 


but to assume the past is the best guide [()' the tunue. (More detail on the estimation methods is a\'aUable from the 

aulhors.) . 


http:bene.ficia.ry


'year), disproportionate sbare payments {S.O% per year). and administration (8.4% per year). 

Table 1 also shows that acute caresp,ending is likely to grow faster than longtertn care. 

Between 1993 and 2002 acute care services are'projected to increase. by 11.4% per year; while 

long term care is expected to increase by 8.9% annually. 'These differences are' cons~rent with 

growth rates in the recent ~ast and refleets in~reases in those beneficiaries likely to be' heavier 

users of acute c~e services as well as slow growth hi long tcrm care spending per beneficiary. 

Table 2 suggests that spending on the blind and disabled (11.1 % per year)' and adults and 

children (11.3% per y~a.r) Will grow Inore rapidly than spending on the elderly (8.9% per year). ' 

This reflects larger increases in enrollment amonB the former groups as well as more use of faster 

growiitg Qcure care,services. The smaller increases i~ spending on the- elderly reflectS the impact 

of the projected slower growth, in long term cafe. 

, Table 3 shows that expenditures in the Sou,th Atlantic. West South Central, Mountain, and 

Pacifi!= (excluding California) regions will grow more rapidly than in the New England, West 

North Central arid East North C.entralregions~ We have also made separate adjustments for: 
, " 

California and New York because of 'their size and impact on overall spenciing,gro'Wth in the, 

program. California is expected to 'experience growth roughly i,n line with the national average 

while-New York is projected to grow somewhat. more slowly. Finally, states with high 

, disproportionate share expenditures are affected by 1991 and -1'993 legislation that limits growth 

'in these payments. Sfatewhose dlspropoftioriate share paymentS'exceed 12% of their Medicaid 

expenditures are essentially frozen. Other states are permitted to grow at the same rate as their 

Medicaid· expenditures. 

Table 4 shows the impactor a 5% cap on,changes in federal expenditures over' [be 1996­

2000 period as well as for the' year 2000: The results show that federal spending would decline 



by $84.2 billion or 13.7% over th~, 1996 to 2000 period, reiauve to baseline projections. The 

results also show that a S% cap would mean a 20~1% reduction (529.5 billion) in federal 

expenditures in the year 2000. The higher percentage reduction reflects the growing impact of a 

S% cap over time~ 

The distribution of federal spending reduc.tions across states is uneven.' reflecting tluee . ' 

factors. First,states where expenditures for a.cute e~ arc substantially grea.ter than long term' 

. cate will experienCe greater reduttions from a 5% c'ap because those states. are estimated to have 

had more rapid growth. Second. stites in the South. and, Mountain regions, iIi part related to 

morc beneficiary growth and the gl"4!ater importance of acute care, have greater percentage. . 
, . 

reductions in federal spending under ~ 5% cap. For ~xample. Florida, Georgia. Montana.' North 

Carolina and West Virginia will have the largest percentagerecuctions. over 18% between 1996­

2000. Reductions·in federal Medkajdsp~ncli.ng in these states in the year 2000 wilI exceed 25%. 

StaleS with high disproponionafe share payments in 1993 will have lower reductions in 

. spending be:~ause C,urrent restrictions on use of disproportionate share payments constrain their 

overall rates.' of growth in the absence of the cap. For example. states with large disproportionate 

sha.re payments. suc:J1 as New Hmpshire (1.5%). KanSa5 (8.4%), Missollri (6.3%). Connecticut 

(8.4%). or Alabama (9.5%) will experience 'smaller effecrs from the '5% cap than other states in 

their regions because of the impofLr':nce of dispropoi'tionate share payments. 

In [enns of absolute dollars. the states with the largest reductions in federal payments 

(1996-2000) are New York ($8.9 billion), California '($6.9 qiIlion), Texas (55.S billion) and . 

Florida (55.0 billion). 

http:Medkajdsp~ncli.ng
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Table 5 shows reductions in ,state spendirtg~ aSSumin! that States only allow their spending 

, ' to increase by 5%. 'If States successfully reduce spending by this amount. cumulative savings' 

would amount to 560.9 billion over th~ 1996 - 2000 period or a re41Jction of 13.3%~ In the year 

2000 savings would be $21.5 billion (19.8%). 

The pattern of reductions across state.s an= the same as described above~ States in the 

South and Mountain regions would have the largest percentage reductions. States with high 

disproportionate share payments would have the smallest reductions. ' Since, rila~y of the latter 

states (hi.gh DSH) have financed disproportionate share payments with provid~ttaxes and, , 
. ' '. . 

donations. ~~hich in'marty cases do nOl 'invOl~eU'anSfers of real resources these savings are rea)ly , 

"on paper.'1 

'fable 0, shows that total (federal and state) expenditUres would be reduced by $51.0 

billion in the year 2000 rela.ti"e to the baseline of $254.9 billion, or by 20%. Unfortuna.tely, 

Slates may have a very difficultume reducing Medicaid spending by these amounLS. Reductions 

in Medicaid spending o( 20% or more are very likely Dot achievable simply by enrolling people 

in managed care or otherwise controlling utilization. reducingptov~der payment rates ,or 

eliminating optional services. Stat~ would most likely have to reduce enrollment in order to 

, , achieve these savings. 

Because of the difficulties in making these kinds of reductions, many states will end 'up 

using their ,own revenues to replace some of the lost federal revenues. In Table 6 we show 

estimates under the assumption that stateS will replace all federal dollais. This, table allows us to 

. ,'. 

ask ~e question "How much will sta.tes have to increase spending if they were to replace all 

funding no longer earning from the federal government?" We 'do not presume that states will. in 

, " 

fact, replace all lost federal dollars; we only estimate the effect if they wished',to do so. 



The results show that states would have to increase their own s~nding by $84.2 'billion 

. (1996.20(0) or by 18.5% to replace!ll federal funds that wo\dd have been spent without the cap. 

In the year 2000, Slates would bave to increase spending by 21.2% ($29.5 billion) in oIderto 

replace all federal funds. 

The states that would have to increase their. spending the most (1996 - 2000) in absolute'
," , . 

dollars again include New York, Calilornia.:Floridaand Texas. However. the states that would 

have increase their spending the. most in percentage terms over Ibis period would be W~st 

Virginia (62.}%). New MeXico (49.2%). Mississippi (51.2%) and Arkansas (51.0%).· The 

percentage increases for these states are substantially }arg~riD theyc.arZOOO. For ex.ample. 

spending increases would exceed 80% in Mississippi and West Virginia in 2000 relative ~o the 

baseline if these states attempted 10 maintain current spending levels. They clearly would not do . 

so, but these estimates indicate the kinds of program inipacts that, could result. " 
, ' 

The large impa~ on these sta~es occurs because these staleS have very high matching 

, rates--federal contributions would amount to· over 70% of their Medicaid spending. Reductions 

.in federal dollars therefore require large increases in spending relative to ,their current outlays. In 

. contrast. stales such ~.New York and Ca1ifomia which have very large increases in absolute 

dollars have relatively small increases ,in percentage terms (11.5% and 12.2% respectively in , 
. ' • ' ! 

, 1996 • 2000)~ As before. states with large disproportionate share payment~ would have to make 

much smaller increases in state expenditures to offset the reduction in federal dollars. This· ' 

follows from the fact that their rates of, growth in the baseline are already low; consequently. 

their reductions frorn the 5% federall;ap would be substantially smaller as, well. 

Tables 1 and 8 show our pi'ojeCted growth in beneficia:ries ,from 1993 - 2002 by eligibility 

group and by region. respectively. Tables 9 - 11 provide estimates of changes in federnl and 

state spending for the 1996 - 2002 period. , . 



Table 1 
Medi~id Expenditure and Beneficiary Projection.s, 1994-2002 
By Type Qf Service 

Average 
19930­

Expenditures ~ifiion8) 1993 191M '995 1996' 1,997 1998 1!199 2000 2001 ' 2002 2001 
Total 131.2 144.8 159.6 176.3 193.9 213.3 233.8 ,254.9 278.3 304.0. 

Grow1h. '0.3'% to..3% fO.l"· 10,D%10.0% 9.6%9.0% . 9.2% . 1.2% 9,6% 

Be,nefis" 109.5 . \22.6 136.9 '52.2. 168.5 . 100.1 204.9 223.9 244.8. 267.7 
GJOIMtt ,z.n ".7% 11.2% ,O.S·A, 10:5% 10.1% . 9.3% 9.3% QA% 10.4%W"." ____ .. __ w .. ____ ., ___ ••____ • __ •• _ .. ,_~ •• . .--- ... ...-. -- . - .... --.-------.....~ .-~ 

Benefits by Service -_ 
Acute Care 64.0 72.5 01.0 92.0 102.7 114.5 126;9- 139.6 '153.6 t69.0 

GIovIIh 13:2% '2.9% '2.~% - t1.7% 1t.5% 10.9% 10.0% 10.0% 10.0% .' 
11.4% 

lQng-term Care 44~2 48.6 . 53.5 58,5 63.8 69.5 . 75.5 ·81.7 88.3 . 95.5 
GIWIItti to.-'''''' 9.9% 9.4% 9.0% &.1'% 8.8% 8.1% 8.1% 8.2% 8.9% 

DSH 16.9 17.2 17.7 18.3 19.2 20.3 . 21.4 ~2.7 24.4 26.3 
GrowUt' 1.6% z.7% 3.8% 4.8% SA% 5.5% 8.2% 7..5% 1.7"1. 5.0% 

Adminjstratioo 4.8 5.0 5.2 5.7 6.3 '6.9 7.5 8.3 9.1 10.0 

GHM1b 3.9'% 3.9% 9.7"'- 1.1% 9.7% 9.1% 9.8% 9.1% 9.8% ....'" 


Beneficiaries ilhousands) 
Totar 32,534 34.511 36,321 37,941 _39.-502 41'.027 .42,316 43,400 44,515 45,664 

GrCM(l\ 6.1% 5.;1% 4.5% ... ,% _ 3.9% 3.'% 2.6% 2.6% 2..6% 3.8% 

"fDIa's include Alitona 

.-.u.... _ 



Tabte 2 
Medicaid Expendifureand Beneficiary ProJectioRS, 1994-200.2­
By Beneficiary Group 

Average 
1993­

~xper!!fitures (billions) 1913 1994 1_ 1S96 1997 1998 > 1999 1000 2001 .. 2001 ZOO~ 
Twl 1312 144.8 159.8 176.3 193.9 213.3 233.8 2~.9 278.3 . 304.0 

Glow1:tI 10.3% . 10.3% ,10.:1'" .,O.~ to.O% 9.6% . 9.0% 9.2% 9.2% ?8% 
Benefits­ 109.5 122.6 136.0 152.2 169.5 186.1 204.9 223.9 244.8 ' 267.7 . 

Growth.---- .... __................ -.~ .... *----
Benefitaby Beneficiary GroUD . 

Elderly . 34.3 

'211% 
p." '--" ._... -

37.6 

11.."" 

41.6 

".2'M. 

45.4 

Hl.R 10.5%
,',•• ' ___ "'O-~_ 

J19A 53.8 

10.1%-._. 

58.01· 

9.lM. 
,. .-..----~-

63.1 

9.3% 
........ .. 

68.3 

9.4%- ------­

13.9 ' 

HU% 

GI"OIItttl 10.3% 10.0% !J.3% 8.8% 6.7% 8..6% B.1% 8.2% 8.2%. 6.9% 

BInd &Disabled 39.5 ~4.3 49;1 55.8 62.1 69.1 76.0 84.4 92.8 '102.0 
Growth tI.t* 12.)% 12.3% 11.ft 11.2% 11.•.,. 9.9% 9,9% 9.9% ".1% 

Adu~s & Chilrlren 28.6 32.1 36.0 40.4 . 45.3 .50.6 ' 55.9 '61.6 67.8 14.7 
GmwIh 12.4% 12.1"­ 12.1% 1U% 11.'1% 10.5% '10.2% 10.2". ' 10.2% ".3'110 

Pregnane Women & Chidren 5.8 7.0 8.0 8.8 9.6 10.5 11,4 12.2 13.0 14.0 
Gfowth 19.• Ui.O% 1Q.0% 9.~ e.g% 6.6"" 7.2% 1.2.% 7.2.% 10."­

DSH 
Growth· 

Adll'tllUstratlon 

16.9 

4.8 

17.2 
1.6% 

5.0 

17.7 
2.71f, 

5.2 

18.3 
J.e% 

5.7' 

19.2 
4.8% 

6.3 

20.3 
!iA% 

6.9 

21.4 
5.5% 
1,.5 . 

22.1 
6.2% 

8.3 

24.4 
7.6% 

9.1 

26.3 
7.'" 

.10.0 . 
5.0Il4 

Growth 3,9% 3.9% 9.7% 9.7'% 9.7% 9,7% 9.8"" 9.6% 9.8% 8.4% 

Beneficiaries {thovsands~ 
, Total 32,534 34,511 36,321 31,947 39.502 41,021- 42,316 ....3.400 44.515 45,664 

CrowUl 6.'~ '5.Z% 4,5,.. 4. ''1l 1.9'K ' 3.1% 2.6% 2.6% 2.6% 3.61Co ' 

, ·foWls include Mzona 

--' 

-~-



Table 3 
Medicaid Expenditure and Benefidary Projections. 1994~2002: 
By Region 

-Average 
1993· 

EQefiditUNS (lriW"lOns) 1993 f914 1995 1996 f997 1998 1t99 2000 2001 201)2. - 2002 
Total '31.2 144.8 159.8 176.3 193.9 213.3 233.8 254.9 278.3 304.0 

GIOwIh 10.3')(, 10.3% 10.3% 10.0"" 1(t.O~ 9..6% - 9.0% fU%. g.", ·9.8% 

Benefits-
GfOwt\ 

... ­ - .. -----...... ~~ ....­ ~ .. ~ 

Benefits by Region 
New England 

Growth 
MiddJe Atlantic 

GloMb 
South Atlantic 

GrO\llitb 
. East South Cenflaf 

Growth 
WestSouth Centlat 

Gmwth 
East North_Central 

Growtb 
West Norfh ~traf 

Gmwttt 

Mountail1 
Growth 

PaciftC 
- Grc:M1I 

California 
GrO\'I/th 

NewYot1< 
GrowtIl 

OS" 
Gf~-

t09.5 12.2.6 136.9 152.2 
12.0% U.n'. tt.~." ... _ ...~.---- _... -_ .._. -~ ---~ 

7.5 8.2 9.0 9.9 
iO.:1% t.QIH. 9.7% 

11.2 12..4 13.8 15.3 
11.2"­ 11.0% 10.6% 

13.7 15.8 18.2 -·20.7 
1S.3% 14.8% _1a.A;% 

6.2 7.0 7.9 8.9 
t:um tZ.G% 11.9% 

10.2 11.1 13.4 '15.2 
14.7% .14.3% 13.20/. 

18.2 2.0;2. 22.5 24.8 
11."1% ".0% 1•.5% 

6.5 7.1 7.8 8.6 
"1.2% 9.8% '.5% 

3.1 3.5 4.0 4.5 
- 13.6% 13.1% 12.2% 
3.6 4.1 4.6 . 5.2 

13.n. t3.5% 1l.5"M. -

.'.0 12.3 .3.7 ·15.2 
tt.S% ".5% 11.4% 

17.1 18.7 20.4 22.3 
9.3% 9.2% 9.3% 

16.9 17.2 17.7 . 16.3 
'.6% . 2.7% 3.6% 

168.5 186.1 204.9 
'0.6% to.5% 'O.t~_____w ..... _, ....__• __._ 

10.8 11.9 13.0 
9;4% &.6% 9.5% 

16.8 t8.5 - ·20.4 
10..2% fO.8 9,9% 

23.2 26.0­ 28.8 
'2.5% tU% . to.6% 

9.9 10.9 .2.0 
11.'" 7o.8'JI. '0.2% 

- 17.0 19.0 21.0 
12..2'% U.S% 10.6% 

27.3 30. 1 33.' 
to.'% 10.1% 9..9% 
9A 10.2 11.2 
9.2% 9.3% 9.~ 

5.0 5.5 6.1 
11.4"~ 1t.0% 10.3% 

5.8 6.4 . 7.1 
11.5% 1 1.0'" 10.1% 
16.9 18.7 -20.7 
1UJ% 10.8% 10.4% 
24.3 26.6 29.2 

9.2% 9.5% 9.5% 

19.2 20.3 21.4 
,4.8% 5A'M. !I.5% 

223.9 ­ 244.6 267.7 
9.3% 9.1% 9.4%..­ .. ,------"'''.~ 

14.2 - 15.5 16.9 
D.1% 9.'''' 9.1% 

22.3 24.4 26.6 
U% fUV. 1..."­

31.5 34.4 37.6 
9.4% D.4')(. 9.4%' 

13.1 14.4 15.7 
9.2'10(. 1).2% 9,2% 

22.9 25.1 27.4 
9.4% 9.4% IU% 

36.2. 39.6 -43.3 
9.4% 9.4% 9~4" 

12.2 13.3 14.5 
9.0% 9.0% 9.Q% 

6.6 7.2 7.9 
9.30/. 9.3% 9.3·/" 

7.7 8.4 9.2 
9.0% 9.1% 9.1% 

22.7 24.9 27.3 
9.7·~ 9.7% 9.6% 

31.9 34.8 38.0 
9.2% - 9.2% 9.2% 

22.7 24.4 26.a 
6.2% 1.6% 7.7% 

~--

-trUG" 

9.'% 

10..... 

11.8".4 

10.8% 

11.6% 

to.1% 

9.4% 

'1'.G% 

91.1% 

10Ji''Yo 

9.3% . 

5.0% 

Admirustration 
Growtb 

4.8 5.0 
3.9% 

5.2 
1.9% 

5.7 
9.7'% 

6.3 
9.7% 

6.9 
9.7% 

7.5 
9.7% 

8.3 
9.8% 

9.1 
9.8% 

10.0 
9.8% 8.4"-

Wlals include Aljzooa 

~---





. TableS 
MocUcald ~xpenditure Projectlont,1988-2000 
State Expenditures, Without States Maintaining Total Baseline'Sp.ndlng 
Expenditure Growth Capped at 5% per Y.ar Starting 1996 
(millions of clQllars) 

, 1996·2000 2000 ;. 
, ,5%CIII! S% C8e 

'Baseline Expend., Citing, %Chan;e Baseline -expond. Chanse %Chang8. 
Total 456.180 395.318 (SO,864) -13.3% , 108.429 86.950 (21.469) .19,6% 

Alabama 3.653 3,306 (347) ~S.S% ' &48 727 (120) -14.2% 
Alaska 1.278 1.~64 (215) ·16.8% 307 234 (73) -23.7% 
Niiona 4,031 3.423 (608) ~'S.1% 967 153 (214) -22.2% 
Arkansas 2.483 ' 2.047 , (435) ;< -17.5% 598 450, (148) , -24.1% 

California 56.281 49,408 (8..879) .' ·'2.~% 13,356 10.869 , (2.48&) .18.&% 
Colorado 4.415 ' 3.107 (707) -16.0% ' ',059 81S (244) ·23.oW 

, ,Connecticut 6.849 1,92.5 (724) ·8.4% 2.004 1,743 (260) ..13.0% 
OeI3'Nare 1.127 961 . (1ea) -14,7% 269 211 (S8) .~1.S% 

Oistri~t of Columbia 2.945 2,516 ('29) .14.6% 706 553 (153) -2UWo 
Florida . 21.565 17.483 (4,082) -18.9% 5,221 3,846 (1,315) ·26.3% 
Georgia 10,290 8.370 (1.920) , -18.7% 2.490 ',S41 (649) , . -26.1% 

Hawaii 1;772 1.474 (29&) -16.8% 425 324 '101) • -23.8% 
Idah'O 77$ tl63 {112} -14.5% 185 146 (39) -21.1% 

Illinois ,21.731 18.870 (3,(60) -14.1% 5.194 4.107 (1.0B7) " -20.9% 
Indiana 8.791 7.550 ,(1.012) . -14.1% 2.100 1,661 (439) ~ZO,9%" 

Iowa' 3.059 2.690 (369) -12.1% 723 . 592 . (131) -18.2% 
l<ansas 2.848 2,610 (238) -8.4% eso 674 (86) -13,0% 

Kentucky 4.706 3.95$ , (750) ..15.9% 1,132 870 (262) ..23.1% 

LouIsiaNa 8,011. 1,034 (9TT) -12.2% . 1.874 1.547 (327) -17.4% 

Maine 2.458 2.253 (203) ·8.3% 671 4ge (76) -13.2% 
Maryland 8.767 7.422 (1,345) .15.3% 2.105 1,633 (4n) .·22.4% 

·19,6%Massachusetts 16.576 14,421 (2.155) .13.0% 3,946 3,172 (773) 


MiChl; an 115.3315 14.021 (2.314} ~14.2% '3.909 3.084 (a~5) -21.1% 


Minneaota 7.953 7.077 ' (886), -11.1% ',~82 1,557 (325) -17.3% 

MISSiSSippi' 2,175 1.845 (331) -15.2% 519 -406 ·(113) -21.8% 

Missoul'f 6;SS7 ' 6.'42 ('15) -8.3% ,.502 1,351 (151) .10.0% 
Montana 930 751 (179) .19.2% 224 165 . (59) -26.2% 

Nebraska 1.8¥- 1.615 . (229) . •12.4% 438 , 355 (81) .18.5% 
Ne....:lda 1,123 1,493 (230) -13.3% 41Q 'l2S (81) . -19.8% 
New ~ampshlre . 2.538 2,500 (38) -1.5% 565 560 (16) ·2.7% 
New Jersey 18.527 16,669 (1.&58) ·10.0% 4.321 3.667 (654) .15,1% 

New MixiC:o 1.398 1.153 (243) ·17.4% 337 254 (83) -24.7% 
NGwYork n.313 88.385 (8.928) ,- -11.5% 18,339 1S.043 (3,29B) .18,0% 

North Carotina 9,710 7.817 ' (1,893) ·19.5% 2,148 ' ',719 (S29) .26.8% 
North Dakota 632 ' 5$7 (75) -11.9% 149 123 (27) , ·17.8% 
01'110 17,620 t5,215 (2.~O5) ·13.6% 4.196 3.347 (849) ·20.2% 

' (174)Oklahoma 3.156 2.&42 (514) -16.3% ' 755 581 ·23.0% 

Oregon' 3.5'11 2.921 (581) .16.a% . 840 643 (19n ·23.5% 

Pennsylvania 20.193 17.806 (2.388) . ·11.8% 4.801 3.917 (S84) .18.4% 
Rhode Island 3,098 2.111 , (386) ·12.5% 735 sse (1~9) -18.9% 
Soulh Carolina 4.06& 3,5U (~) -11.9% 949 .766 (163) ' ..17.1% 

660 " 157 127 (30) ·15.9%South Dakota 577 (83) -12.5% 
1,414 (404) -22.2% 'Tennessee 1,581 6.429 (USB) :'15.3% 1.818 

Texas 21.944 18.919 (3.(25), -13;8% 5,182 4.182 (1.020) .19.1% 

Ufah ,;092 . 923 (189) ·15.5% 261 203 (58) '-22.3% 
vermont 875 ' 788 (108) ·12.3% lOS ' 189 (361) -18.8% 

Virginia 6.506 7.010 (1.4ge) '-17.6% . 2.04a 1,542 (S06) -24.7% 

WQshington 9.737 8,132 ' ('.605) .18.5% 2.334 1,789 (545) .23.3% 

West Virglnra 2.772 2.232 (540) ·19.S% 673 491 (182) -27,0% 
Wisconsin 7.101 . 6.131 (971) -13.7% 1.892 1.349 , (343) -20.3% , 

" 







TibIa 7 
MedicaId Expenditure Projections, 1996-2000 

, Stat. ExpendIttJres, With States Maintaining Total Baseline Spending 
federal Expenditure Growth Capped at 5% pe,Year Starting 1996 
(millions of dollars) 

1996·2Doo 2000 

Baaeline -Expend. 
5% Ca2 ' 

Change V.ChanJe Baseline expend. 
S~C"R 

Chan,_ o/.change, 

Total 458,180 ' 640,373 84.193 18.5% 108,429 137,912 29.483 Z7.2% 

Alabama 3.653 .,522 869 23.8% 848 1.149 301 35.6% 
Alaska ',278 1.493 215 18.8% 307 380 73 23.7% 
,Arizona 4,031 ,5,205 1,'75 29.1% 967 ',381 414 42.8% 
Arkansas 2.483 3,749 1.266 51.0% 598 ',027 429 71.8% 
CalifGl'nla 56,287 ' 63.166 6,879 12.2% 13.356 15.844 2.488 ' 18.6% 
Colorado 4.415 5,259 " 845 19.1% 1,059 1,350 291 27.5% ' 
Connect/out 8,649 9.373 ' 724 8.4% 2.004 2.264 260 13.0%, 
Delaware' , 1.127 1.293 166 14.7"h ' 269 328 58 21.S% 
Distficl of Columbia 2.945 3.374 429 14.6% 706 859, 153 21.6% 
Florida 21.585 28.561 4.996 2l.2% S,221 -8,904 1.683 32.2% 
GeorgIa 10.290 13.434 3.144 30.6% 2,490 3.552 1.082 42.7% 
Hawaii 1.772 2.070 298 - 16.8% 425 5"l.7 101 23.8% 
Idaho 175 1,053 277 35.8% 185 ·.281 96 ·52..1% 
illinois 21.731 24.791· 3,060 14.1% _ 5,194 6,261 1,067 . 20.9% 
Indiana 8,791 10,925, - 2.1S3 24.3% 2.100 _2,854 754 35.9% 
Iowa 3.0S9 3,680 621 20.3% 723 94S 221 30.0010 
Kansas 2.B4S . 3.179 331 11.S% eeo 780 120 18.1% 

Kenlucky, 4,7~ 8.607 1.901 40.4% 1,132 -1.796 664 58.6% 
louisiana 8,011 10.750 2.139 34.2% 1.274 2.791 917 48.9% 
Maine 2.456. 2,784 328 13.4% 571 694 122, 21.4% 
Ma~land .B.7a7 10,113 1.345 15.3% 2.105 2.571 ' 472 22.4% 
Massacl\useUs '16.576 18.130 2,165 13.0% 3.946 4.719 773 19.6% 
MIChigan -16.336- 19.26? 2.927 ' 17.9% 3.909 4.953 1.043 . 2S.~A.-

Minnesota 7,963 9.043 1,080 13.6% 1.882 2.277 396 21.0% 
MlssIsslpf)i 2.175 3,420 1,244' 57.2% 519 946 427 - 82.2% 
MissourI - .6,557 7,187 629 9.6% 1,602 1.731 229 15.2% 

Montana 930 1;366 436 48.9% 224 387 143 64.0% 
Nebrasl(a 1,844 2.206 363 19.7% 436 565 129 29.5% 
Nevada 1.723 1.914 251 14.6% 410 499 89 21.7% 
New Hampshire 2.538 2.577 38 1.5% ; 5SS 581 16 '·2.7% 
NewJerse~ '8,527 20.385 1.858 .10.0% 4.321 4.91S 6S4 15.1% 

.New Mex/co 1.396 2,083 681 '9.2% 337 571 234 89.6% 
NewYorX 77.313 86.241 8.928 11.5% lS,3l9 21.635 3,296 18.0% 

1.21B ,.North Carorina 9.1'0 13,372 ' 3.662 37.1% 2.348 3.504 S',8% 

North Dakota 632 827 .195 30.8% 149 2'8 69 . 46.3% 
Ohio 17.620 21.265 3,645 20.7% 4.196 ·5.482 'I.a87 30.1% 

Oklahoma 3.158 4,338 1.180 37.4% 755 US! 400 52.9% 
Oregon 3,511 4.491 9S0' 27.SOt, 840 . ','67. 327 39.0% 
Pellnsylvan is 20.193 Z'3.169 2,975 14.7% .4,801 5,903 ' 1,102 23.0% 

. 4.47 160 21.8%Rhode Jslarld 3,098 3.544 14.4% 735 S9S 
South Carolina . 4.058 5.2SS ',201 . 29.6% 949 1.353 404 42.6% 
South Dall;ota' 660, ass 195 29.6% 157 " 227'. 70 44.7% 
Tennessee 7.S8~ 9.9gB 2,412 31.8% 1.818 2,680 842 46.3% 
Texas 21,944 . 21.1,27 5,482 25.0% ' 5,182 7,030 1.&48 35.7%. 
Utah 1.092 1.609 516 . 47.3% 261 439 178 68.1% 

Vermonl . 875 ' 1.0.36 ' 181 . 18;4% 208 2se 58 28.0% 
Virginia 8.506 10,002 1.496 

'-
11.6% 2.048 2,554 S08 24.7% 

Wasl'lington 9.737· 11,700 1,963 ' 20.2% 2.334 ·3.000 sse 28.6% . 

West Virginia 2.772 4.511 1,739 ; Si7% 613 1.258 585 B1.001o' 

Wlsc.onsin 7.10' 8,SS3 ',482 20.9% 1,692 2.216 524 31.0% 
.....\AJv........h.A 

" 
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able8 
ledicaid B~eficiary Projections. 1994-2002 
~yBeneficiarv Group 

Avenge 
1983- ' 

leneficlaries (thousands} 1993 1994 1995 1996 1997 '1998 1M9 200& zoot 2002 2002 
ToW­ 32.534 34,511 36,321 ' 31,~7 39,502 41,021 42,316 43,400 44.515 45,664 

Growth ' 6.1% 5..2% 4.5% 4.'" 3.9"10 3.1% 2.W 2.0'1. 2.6'1 ,3.6% 

Beneficiaries by GNup 
Elderly 3.687 3,818 ,3,942 4~052 4,164 4,216 4,393 4,494 4,590 ", 4,701 

Growlb :.U'K 3.3% . 2.8% 2.6% ' 2.1% 2.5%, ' 2.3% 2.4% 2.4% 2.7'% 
Blind & Disabled - 4,968 5,249 5,555 5,879 6,159 6.444 6,731 'S,950 7,115 7,468 

GIvidh 5.7% 5.8% 5.6% 4.1% 4.6% 4.5% 3.2% ':U~, 3.2% . 4.5% 

Adults & Chirdren 19,108 19.975 20,798 21.656 22,528 23,300 23.962 . 24,512 25;075 25,651 
GclM1h ' 4.5% 4.'% 4.1% 4.0% 3.7% . 2.6% 2.3'14 2.3% 2.:1% l.l% 

Pfegnant Women & Children 4,367 '5.035 .5,567 5,883. 6,157 6,436 6,7.12: 6.914 7,}21 1,335 
Gfowtt. '5.3%. 10.6'1(. . S."" •. ".7'% 4.5% . 4.3'" .'.0% 3..1)% 3.0'1(, 5.9% 

IoIaIa include Alizona 

""'~""""" 



fabl.9 
lecticaid ExpendituN and Beneficiary Projections. 1994~2002: 
~y Region 

Average 
19.3-­1_

IJltne1iciaries Ithousands) . 1993 ·.1994 1995 1996 U9? 19" 2000 2001 2002 2002 
TotaS· 32,53A1 34,511 36,321 37,941 39,502 41,027 42,316 43.400 44,515 45,664 

Growtll .' Q.1% 5.2% 4.5%· 4.t'1. . ·3.9% 3.1% . 2..6% 2.6% 2.6% 3.8% 

Beneficiaries bV ReQion 
New England ',610 1.700 1,781 1,853 1.92.1 1,99t 2,050 2,102 . 2,156 Z.212 

G4vw\h 5.&% ..'"' 4.0% 3.7% 3.6% ).0% 2.6% 2.6% 2.6%· 3.6% 
'Middle Attantic 2,635 2,141 2,845, 2,947 3.052 3,t63 3,264 ·3,349 3.437 3,528 

GIuwlI\ 4.0% . e l.6% ·3.6~ 3..6'% 3.2% z.sctt : 2.6'Ko 2.6% 3.3'lb3.a " 
South At1antic 4,983 5,512 6.027 6,412 6.814 7;239 7,522 7,717 7.917 6,12.3 

GtowUa 10.6% ·6.2% 5..)% 3.9".4 . %.6% 2.6% 2.6% 5.6%9.•'" 1.•'" ' 
. East Sou1:h Cenli3t 2,549 2.713 2,857 2.918 3,091 .' 3.205 3.306 3,390 3,476 3,566 

GrOlNth 6.4% 5.3% 4~2% 3.8% 3.7% ~U% 2..5" 2.6% 2.6% 3.8" 
West Sooth Central . 3743 . 4069 4,372 4,634 4,878 ,5,101 5.280 5,413 5,650· 5,691. . 

CrOlA/tll . 
. ( 

8.7% 7.4% 6.0% 5..2% 4.a-~ 3.5% 2.5'" 2.5% a.5% 4.8% 

East Norttl Central 5,077 5,230 5,339' 5,441 5,55& ,5,696 . 5.837 5,991' 6,149 6.312 
GIoIA.th 3.0.. 2.1% 1.9% 2.1% 2.5% 2.5~ 2.6"'- 2..6-A 2.8% 2."'" 

West Noritl Central 1,852 .,941 2,014 2.C}n' 2.139 2,205 ·2,267 2,327, 2,388 2,452 
~ 4.8% 3.8% 3.1"1. 3.0% 2.8% 1.60/. z.7% 2.7% 3.2%3.•'" 

Mountain 975 1,057 ~.•134 1.200 1.261 1,316 1.361 1,396 1,431 ',46~ 
GrcwM 8.5'tt. 7.3% 5.8% 5.otc. '.4% 3.4% 1.5% '2.5% . 2.6% 4.7% 

Pacific 1,133 1.2t1 1,286 1,352 1,414 1.473 1,522 1,561 1.601 1.842 
GftlWth - 6.9% 6.1 'l4 5;"~ 04.6% 4.2% 3.3% 2.6% 2.6% 2.6% 4.2% 

California 4.034 . 5,060· 5,269 5,4n 5,685 5,886 6,054 6)06 6,363 6.525 
Growth 4.7% . 4.0'1 3.8% ' 3.5" 2.K 2.5% ·2.5% 2.5%' 3.4%".1'" 

New York 2.740 2.,844 2.939 ,3,038 3.139 3,24t 3.328 3.408 3.491 3.577 
Growth 3,8"Ao 3.4% 3.4% 3.3% 3.3% 2.7% Z.4% 2.4% VI% 3.0'A. 

~olal$. inc1ud9 Arizona 

...........""'....... 
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lable 10 
·Medicaid expenditure ProJec:tlon5, 1996·2002 . 
Federal Expenditures 
Federal Expenditure Growth Capped at 5% per Year. Starting 1~S6 

(millions of dollars) 


1996·2002 '2002. 
5% Federal Cae .S% FecI....JCal! . 

B.aseline. ' Expend. C~.na- 'YDChanSl8 BasIH", Ex~end.'Chang. %Chans· 

Total . 950.442 783.580 (166.862) -17.6% 174,593 ·1.28.970 (45.S2.4) -26.1% 

Alabama 13.894 12.190 (1.704) ..12.3% 2,466 '2.006 (460) ·18.6% 
Alas1ca ' 1.980 1,587 . {41l} ·20.8% 386 268 . (108) -29.5% 
Arizona . 12,082 8.743 (2.339) -19.4% . 2.247 1.604 (643) .28.6% 

~:6% .Arksl'lsas 11.200 8.771· (2.429) -21.7% 2.080 1.444 (636) 
Californla 87.038 . 72.803 .(14,235) . .16.4% 16,092 '1.983 . (4.109) ..25.5% 

. :29.1%Colorado 8,168 6.522 (',646) -20.1% 1.514 '1074 (440) 

Connecticut 13.200 11,618 :. (1,522) ·11.5% 2.371 1.922 . (449) ·18.9% 

Delaware 1.744 1.416 (327) . ·'8.8% 322 233 (89) -27.6% 
Oistric:t of Cclurribia 4.568 3.707 . (861) ·.18.8% 849 El10 (239) ·28.1% 
Florida 41.041 31,624 (9,524) -23.2% 7.662 5.189 . (2,474) ·32.3% 
Georgia 26;200 20,191 (6,009) -22.9%' .,889 3,323 . (1.500) -32.0% 
Hawaii 2.745 2,172 (673) . -20.9% 508 357 (151) ~29.6%, 

· Idaho 2.95$ 2;415 (544) -1.8.4% 544 398 (141) -26.9% 
illinois '33,641' 27.511 (8,131) ';18.2%' . $,225 4.528 (Ui97) -27.3% 

, Indiana. 23,370 19.113 " (4.257) .· ..18.2% 4.319 3,145 (1.173) -27.2% 
IOWa .7.923 S,S7S (1.248) ·15.7% 1.445 . 1.099 (341) ·24.0% 
Kansas 8.030 5.351 (679) ·'1.3% . 1,016 881 (195) -'8.'% . 

··Kentucky 18.515 14.76& (3.746) .20.2% . 3,447 2,431 (1.0'6) ·29.5% 
Louisiana 34.262 29,060 (5,202) .15.2% . 6,129 4.783 (1.346) ·22.0% 
Maine 6,077 5,313 , (703) -11.6% 1.098 864 (213) -19.4% 

· Maryfand 13.600 10,936 . (2.663) -19.8% .2.526 1,800 (726) -28.8% 
Massachuse.lts 25,B05 21,250 (4.358) ..17.004 4,116. 3,498 (1.219) -25.8% 
Michigan 32,011' 26.125 (5.SS6) ·18.4% 5.937 4,300 (1,638) ·27.6"10 
Mirinesota 14.936 . 12.710 (2~226) -14.9% 2,729 2.092 (837) -23.3% 

Mississippi 12.645 10.233 (2,412) .19..1% 2,325 1,684 (540) -27.6% 

Mlssourf . 15.016 13;724. (1.292) -3.6% 2.628 2.259' (369) -14,1% 
Montana 3.5'2 2,700 (813) ·23.1% . 649 444 (204) ·31.5% 
Nebraska '4.498 '3.n2 (726) .16.1% 822 621 (201) ·24.4% 
Nevada 2.915 2.410, (505) .17.3% 537 397 (141) .-26.2°,4 

(89) ·2.3% 60s ' (29) -4.6%New HamPlihire 3.712 3.664" ~ 
New Jersey . 28.258 24;562 (3,e96) .13.1% 5,068 4,043 . (1.016) -20.1% 

New MexJeo . 6.125 4.799 (1,327) -21.7% 1.141 ·790 (351) -30.8% 
NewYori(, 119.220 100.166 . (1B.4S4) ·15.5% 21.879 16,585 (5.294) -24.2% 
North Carolina 29.i59 22.278 (6.881) . -23.6% 5.418 3.667 (1.751) -32.3% 

North Dakota 2.523 .' 2,134 (389) .15.4% 468 .. 351 (107) -23.4%' 
Ohio 41,241 33.981 (7,260) -17.6% 7,588 5.693 (1.99S) -26.3% 
Oklahoma . '1,204 .,943 (2,261) -20.2% 2,063 1.472 (591) -28.7% 
Oregon 8.994 7,'40 (1.854) . -20.6% 1,652 ','75 (477) -28.9% 
Pennsyfvania '38,843 32,696 (6.148) . -15.8% . 1.142 5.381' (1.761) -24.7% 
Rhode Island 5.525 ,'4.622 (902) ~:t6.3% 1.013 761 (252) . -24.9% 
South Caronna 15,358 . 13.072 (2.286) -14.9% 2.745 2.151 . (593) -21.6% 
Soulh Dakota 2,404 2.010 (395)' . 716.4% . 441 r 33' (110) ~2S.0% 

Terinessee 24,454 19,738 (4,715) ·19~3% :\:S~3 3.249 (1,264) -28.0% 
Texas S1.275 50,518 . (10,757) .•17.6% 11,239 8.315 (2,924) ·26.0% 
utal"l 5,150 4.144 (1.009) . ·19.5% . 951 6S2 (269) .;28.3% 
Vermont 2.016 1,688 (328) -16.?% . ;370 278 (93) -25.0% 
Virginia 13.190 10.330 (2.861) ,·~1.7% 2.446 1,700 (746) -30.5% 
Washington . 18,431 14,657 . (3.m) ~20.5% 3.404 . 2.412 ' (~') ·29.1"10 
West Virginia 1.3,892. 10,580 (3.312) -23.8% 2.600 1.74' (8Se) -33.0% 
Wisconsin 16,747 13,790 (2.957) -17.7%- ·3,085 2,270 . {81S} . ·26.4% ....... I~t::\ ")., AOl.· 




.:ribl.11, 
, MedIcaid Eipendlture ProJections, 1998·2002 

State Expenditures, Without StiJte5 M..~ntainin9 Total Saselln.Spendlng 
Expencliture Growth Capped at 6% per Y.~r Starting 1996 
(mililani of dollars) 

1998·2002 2002 
S%CaJ) 5°4Cle 

Balellne ErpQnd. Change ¥oChange Baseline EXPQnd. ClUln;. ' %Change 

Total 703,941 582.497 (121.449) -17.3% 129.359 95.813 (33.485) , -25.9% 

AIl!bama 5.552 4,871 (881) ~'2.l% ,985 802, (184) ·18.e% 

Alaska ,1.980 1,561 {413} .20.8% 366 258 (108) -29.6% 
Arizona 6.255 5.04" (1,211) -19.4% 1.163 830 (333) '·26.6% 
Arkansas 3.852 3,01$ (835) .21.7% 715 496 . (219) ·30.6% 
California 87.038 72,803 (14,235) -18.4% 16,092- 11.983 ' C4. 109) ,25.$% 

, Colorado 6.841 5.463 (1.378) -20.1% 1,268 899 (369) ~29.1% 

Conneetieut ' 13,200 11,1578 (1,522) ·11.6% 2,311 1.922 (449) ·18.9",,(, 
Delaware, 1,744- 1.416 , (327') , -18.6% 322 233 (89) . -27.6% 
District of Columbia 4,SS8 3.707 (S61) ·18.8"10 ~49 610 (239) -26.1% 
Florida 33.543' 25.T61 (7,783) ·23.2'*" 6.261 4,240 (2,021) --32.3% 

2,987 2.030 (95'1') , .32.0%Georgia 16.003 12.333 (3~670) -22.9% 

Hawaii 2.745 ' 2.172 (573) ·20.~" 50s 357 (151) ~29.6% 


Idaho '1,197 977 (220) , -18.4% 220 161 (59) -26.9% 

illinois 33.~1 2.7.511 (6,131) .18.2% 6,225' 4.528 (1.697) :'27.3% 

Indfana 13,$02 11,124 (2,478) , .18.2% 2,514 1,831 (683) -27.2% 


Iowa '4.70S 3,964 (141) ·15.7% 858 653 (206)' -24.00" 

Kansas 4.335 3,846 ' (4SS) , -11.3% 773 833 (140) .. 18.1°~ 


Kentucky 7.308 5,829' (1.479) -20.2'% 1.361 959 (401) -29.5% 

Louisiana 12.220 10.365 '1.855) ·15.2% 2.188 1.706 (4S0) ·22.0% 


Maine 3.755 3,320 (435) ..11.6% 678 546 (132) -,19,4% 

MarYland 13.600 ,10.936 (2,663) .19.6% 2,526 1.800 (726) ·28.8% 

Massacl'tusetts 25,$05 2',250 (4,356) ·17.0% 4.118 3,498 (1.219) ·25.8% 


Mlchlsan 25.315 20,660 (4,6S5) -18.4% 4.696 3,400 (1.295) .27.6% 

, Minnesota 12.255 10.428 (1.626) .'4.9% 2,239 1.716 (523) -23.3% 


Mi&slsslppl ,3,359 2,719 (641) .19.1% 618 441 (170) -27.$0.4 

Missouri 9.903 8,050 (852) -a.6% 1,733 1.490 (244) . -14.1% 


Montana 1,440 1.101. (333) -23.1% 266 182 (84) -31.S%' 

(121) , -24.4%Ncbra&'ka 2,8:37 2.380 (458) -16.1% 518 392 

Nevada 2,661 2,2.00 (461) -17.3% 491 382 (128) -26.2% 
New Hampshire, 3,71%, 3.684 (89) -2.3% 635 606 (29) -4.6% 

New Jersey 28,258 24.562 (3.S96) -13.1% S,OSS 4.043 ' (1.016) . ·20.1% 

New Mexlc:o ' 2,16'9 1.699 ' (470) -21.7% 404 280 (124) -30.8% 
New York 119,220 100,766 (1~.4S4) ·15.S% 21,879 16.585 (5,294) -24.2% 
North Carolina 15.075 ' ",518 (3,557) -23.6% 2.801 1,896 (90S) ·32,3% 
North Dakota S71 821 ' (150) .15.4% 176 135 (41) ·23.4% 
Ohio 21;209 22.419 (4.790) ·17.6% ,5.006 3.690 (1.316) -26.3% 
Oklal'loma 4,877 3.893 (984) ·20.2% 898 641 (257) -28.1% 

5.422 4.304 (1.118) -20.6% 996 708 (287) ~28.9%Oregon 

Pennsylvania 3t170 26.237 ' (4.93.3) ·15.8% 5.731 4,318 (1.413) -24.7% 


(218) -24.9%Rhode Island 4.nS 3,995 (780) -16.3% 875 658 
South CarOlina e,188 5.267 (921) .14.9% ' 1.106 867 (239) -21.6% 

-16.4% 187 140 (47) .25.0%South Oslcola ' 1.017 850 (167) 


Tennessee 11.736, 9.473 ('2.2S3) -19.3% ' 2,166 1,559 (607) .28.0% 


Texas 33.814 2"'1.871 ' (5.936) -17.6% a,aOl .1.588 ('.613) -26.0% 


Utah 1,690 1.360 (330) , ·19.5% 31Z 224 (88) -28.3% 
Vermont 1.351 ',131 (219) .16.2% 248 1aG {82} ·25;0% 

VirgInia 13,190 10.330 (2.861) '-21.7% 2.445 1.700 (746) ·30.5% ' 
Washington 15.061 11.083 (3.085) --20.5% 2.783 1.072 (810) -29.1% 

808 (267) , ·33.0%West VIrginia 4.317 3.288' <'.029) -.23.80/0 541 

WIsconsIn 10,971 9,034 (1,931) -17.7% ,2.021 1,487 . (634)' -26.4% 


.'" Ai,., .. "'. .1"$ ...., ..,., '"el~ 
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Medicaid expanditu~ Projections. 1995.2002 

Federal and State Expenditures, , ' " 

Total Expendlture'Growth Capped at 5% per Year Starting 1996 


, ' 

(millions of dollars) 
,1&9&-2002 2002 ' 

5Y.ga~ 5% Cal!' 
Baseline Expend. , ehan9~ %C~nge' Basllin; ,Expond.' Change %Chaftlie-

Total 1,6$4.389 1,~a.071 (288,312) ·11.4% 303.952 224,843, (7g.~09) ·26.0% 

A.labama, 19,445 ~1.oe1 (2.384) -12.3% 3As1 ' 2.808 ' (643) -18.6% 
Alaska 3,960 3'.135' (825) ·20.8% 73.3 516 Ct.'?) .29.6% 
Arizona 18.336 14.786 (3,SSe) , ·19.4% 3,410 2,434 (976) -28.6% 
Arkansas 15.051 11.783 (3.264) -21.7% 2,;95 1.940 (855) ·30.6% 
Canfomia, 1.74,076 145.606 (28,470) .'8.4"A1 32,184 23.96.5 (8,21.9) ..25.5% 
Colorado 15.009 11.985' I (3.024) -20.1% 2,781 1.973 ' (809) ~29.'% 
Connecticut ' 26.400 23.368 ' (3.OU) , -11_5% 4.742 3.844 (898) .18_9% 
Delaware 3,487 2.833 Cess) .18.8% ,644 ~ (178) -27.0% 
Oistrid. of Columbia 9.135 7 . .414 ('.722) , -18.&% .1.B91 1.220 (417), -28.1% 
Florida 74.591 57.286 (17.30S) -23.2% 13,923 9.429 (4.495) -32..3% 
Georgia 42.203 32.524 . (9.679) -22.9% 7.876 5,353 (2.523) -32.0% 
HawaII 5.489 4.343 (1.'46).' -20.9% 1.0~8 715 (301) -29.6% 
Idaho '-,U56 3.392 (764) - -18:4% 7S4 sse (206) -2B.9% 
IllinoiS 67.283 . 65.021 (12.261) ·18.2% 12,450 9.056 (3,394) ...27_3% 
Indiana 3B.972- 30.217- (8.735) -18.2°A, 6.832 4,977 (1.85e) -27.2% 
Iowa 12.628 10.640 (1.989) . -15.7% 2.304 1.751 (552) ·24_0%·

\
Kansas, 10.365 9.193 (1,161) - .11.3% 1.849 1.514 • (335) - -18.1% 
Kantucky 25.823 . ,20,598 (5,225) - -20.2% 4,808 3.390 (1.418) -29.5% 

8,315 - , -22_D%l.oulslana 46.482 39;425 (7,057) -'5_2% 8,489 , (1.828) 
. Maine 9.831 8.693 (1.138) -11.8% 1.776 1.43" (345) ·19.4% 

Maryland 27.199 21.873 (S.326) .19.6% 5.053 3.800 ' , , (1.453) -28.8% 
Massachusetts 51.211 42.500 (8.711) ·17.0% 9.432 6.995 (2.437) ·25.8% . 

Michigan 57.328 46,78S (1D,542) -18.4% 10.633 7.700 (2.933) -21.6% 

Minnesota 27.190 23,138 (4.052.) ·'~.9% 4.968 3.808 -. (1.160) -23.3% 
Mississippi 16.00.& 12,951 (3.~) -19..1% 2.942 2.132 ' (811) .21,6% 

Missouri 24.919 22.774 (2.145) _".5% 4.361 . 3.748 (613) .1~U% 

Montana 4,9n 3.80'7 (tUS) ~23.1% '915 627 (288) -.31.5% 
Nebraska 7.335' 6.152 (1.183) ·16.1%' .1.340. ' 1.013 (327) ·24_4% 
NQV3da 5.577 4.610 .(967) -17.3% 1,028 759 (26Q) ·28.2% 
New Hampehire 7,545 7.368 (177) ·2.3% 1.270 1.213 (58) -4.6% 
New Jersey . 58.515 49.123 (7.392). ·13.1% 10.116 8.086 (2.031) - ,,,20.1% 

New Mexico ' 8.294 . e;498 (1.796) -21.7% 1.545 1.069' (475) ~30.8% 

New York ·23&,440 201.532 (3S,9OS) -15.5% . <43.151 33.170 ('O,S87) -24.2% 

North Carolina 44,234 33.796· (16.4~8) ..23.6% 8.219 5,562 . (2.656) -32.3% 
North Oakota 3,493 ~.9S5 (539) -15.4% 835· 488 . (148' .,23.4% 
Ohio 68,450. S6.400 . (12.049) -17.6% 12,594.. 9.283 (3.311) -26.3% 
Oklahoma 16.081 12.836 (3.24S) -20.2% 2.961 2.113 {M8} -28.7% 
.Olegon 14.415 11.444 . (2.972) -20.6% 2.648 . 1.883 (784) -28.9% 
Pennsylval'lja 70,013 58.932. (11.081) -1~.8% 12.~74 . 9,700 (3,17:11) -24.7% 
~hode Island ·'0,300 . 8.617 . (1,682) -16:3% 1.888 1,418 (470) -24.9% 

Soutn Carolina 21.546 18.338 (3.207) ·14.9%· 3.851 3,018 (832), -21.6% 
South Dakota '3.422 2,8S0 ' (561) .16.4"10 628. 471 (1Sn -25.0% 
Tennessee 3e,190 29.211 (8,97S) -19_3% 6.678 4.808 . (1.870) -28.0% 
Texa$ 95.089 78.396 (16,693) .17.6% 17.440 12.903 (4.537) ·26.0% 
Utah 6.840 5.504 (1.336) '19.$% 1,2C3 908 (357) -2,8.3% 

Vermont 3.367 '2.820 (S47) . .16.2% 619 464 (154) . -25.1)% 
VIrgInia 26,381 20,659 (5.722) ~21.7% ,4.892 3.0400 . (1,492) -30.5% 


Washington . 33.498 26.940 . (S.85S) -20.5% 8,180 4,385 (1.B02) -29.1% 

• West VIrginia 18.209 . '13,868 . (4,341) -2,3,8% 3,408 . 2.283 (1,1lt5) , -33.0% .. 
,W1~c:on$ln . 27.718 22,824 (4.894) -17.7% 5:10$ 3,757 (1.349) .-.26.4% 
•• " ~ ""41. . ... .....,..., .t\ 1\01' .,,"' .. ~.::.c: fOIt\ _"7 AOI.._~J_ ~fI 



I' .. Concerns about Gregg Proposal
"' - . 

MEDICARE 


, 	 , 

• 	 Propo'ses over $100 billion reduction in spending on Medicare -- with no .reinvestment in 
health care coverage. . . 

o 	 Cuts will fall disproportionately on seniors, who will continue to spend over three 
times as much of their income on health care as the younger population. 

• 	 The proposal promises beneficiaries more choice of plans without limiting access to.the 
current program. Butit also promises savings to the government. Where will the savings 

, come from if seniors' current choices are truly protected? 

• 	 The Clinton proposal, rather than mandating managed care fot seniors, in fact promoted 
choice while retaining seniors' access to the current program at no extra cost. This.' 
proposal offers a similar promise, butno specifics on how to achieve it. 

• 	 'The "Look Ba~kfl savings in this proposal would bring Medicare per capita growth "rates 
. below private sector per capita groWth rates (6.0% versus 7.2%); 

o 	 How could these savings be achieved without further burdening seniors or forcing 
providers --: already. pressed to provide uncompensated care to growing numbers 
ofuninslired -- to shift costs or reduce access to health care? 

MEDICAID 

• 	 The proposed block grant for Medicaid freezes the growth rate so low that there is little, 
.room for price or utilization groWth.. 

o 	 CBO projects recipient growth rate of3.0%. 

o 	 . Under the 4% cap, price and utilization could grow at only 1% -- far belowCPI 
,projections of3% and MCPlprojections of5.3%. . 

• 	 This low growth in the block grant would force states to cut coverage. 



~.,:, . .~:V15/95· 14:07· '8'202 737 1069 NCSL 	 ~002'y , 

-~ IIIIII 

NAT ION ALe 0 N FER ENe £ 0 F 5 TAT E ~ 1:. G ;'5 L A T U 'R Ii 5 

444 NORTH CAPITOL STREET. N;W. SUITE 515 WASHINGTON. ' D,C.20001 

202~24-:;400 FAX: 202-737-1069 

JI\NE L, CAMPbELL 
"-~~l~TANT MINC'JRtTy·uv.I1RR 

..,ORIOMarch 14, 1995 
. PJ\IlSJDIi..",.. NCSL ' 

, TED FERRISThe Honorable Ricba.l-d Anney 
lJll.,i';T01{,jOlNT Lll,jlSI.AJiVr;U.S. House. ofRepresentatives 	 '," -'Illor;", (:(~Mn'r~~ 

,.WashingtOn. DC 205.15-4326 

\'VIllL\MPOUND 
F.XP.O rnvp. mRp.Cl'OR 

Dear Representative Almey: 

On behalf ofthe National Conference of state Legislatures, we are writing to slw'e th_e 

&tates' ideas and concerns regarding block grants. NCSL. has long supported a reasonable 

sorting out of functions among the different levels ofgovcmment.. We also believe the 

devolution ofcertain federal responsJ.bilities to the states should not simply be a way to 

deal with the federal deficit, but, following the lead of the unfunded mandates legislation., 

constitute"a serious attempt at restoring balance to and prodllctive partnersbips within our 


. federal system. To that end the NCSLhas developed the set ofenclosed principleslO.be 

considered with regard to any bJockgrant proposal. Because state legislatures are the 

bodies that are most involved in the decision-making process with respect to'program 

delivery in the states. we urge you to consider the foUowing issues when constructing any, 

block grant plan. 


1. 	 Federal block grant funds should be expended "ar:r:ording to state law." This is 

ofvital importance to the pioper ~ocation offunds within a state and allows for the 

most appropriate fann ofoversight. Failure to include such a. clause in any block gra.nt 

proposal is tant~ount to awide preemption of state laws governing the appropriation 

offunds and could lead to unnecessary disp~~es.. 


, . 
Proposals that gran~ the authority to the governor oreach jurisdiction are not 
conducive to achieving a balanced distribution offunds across the state and are 
basically the same as ceding congressional authority over the appropriations process to 

Jpe President. Block grants. by their nature, includemIDimal amounts ofgu.J~~cc 
overthe distribution of funds within a state, 3.Jld the legislative process is needed in 
order to best allocate th~funds once they reach t.he state treasury. State legislators 

"-,,. 'also ho1d the power ofthe purse over state 'revenues and are uruquelyequipped to 
.leverage state funds in conjunction with federal funds in order to create the most 
efficient and powerful programs. 

http:principleslO.be
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2. 	 The maximum level of fleXibility in tbe, use of the block gran~ funds sbouldbe 

granted. Cuts in projected funding levels. ifsought, require greater flexibility ifthe 

states are to have any opportunity to ~hieve program go31s: 


3. 	 Certain entidemeDt programssbould not becbanged'into, non-entitlement block 
grants. For example,programs involving child Dutritjon ~d food stamps should not 
be treated as·capped entitlement programs. We believe that the resources necessary to' 
ensure that eligible children continue to receive benefi~~ should not be limitc;:d, ' 

4 	 State legislatures wiUneed transition aad'lead time to address these' potent~al 
changes in a deliberate and comprehensive manner. 'Since many state legislatures 
meet pan-time or biennially, we ask: your consideratIon that we work together to 
,develop implementation timetables that are most conducive to a timely but thorough 

",transition ofprogram management. . 

Tha.n.\c you for your consideration ofthese vieWs wh~n,~g your decisions with regard 
, to any block grant proposal. Mem~ers ofthe National Conference of State Legislatures' 
. would be pleased to discuss these issues -with you andlor teStify mtll regard to any block 
grant proposal. Please contact Scott DeFife or Michael Bird in our Washington office at 
202/624-5400 ifyou have any questions or need.additional assistance. 

Sincerely, 

J~J.~ 
Jane L. Campbell 
President, NCSL 
Assistant Minority Lea.dert Ohio 

. . ~'r" 
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payment accuracy Quality Control system" to a broader system focused on self-sufficiency and 
program improvement. . , 

The existing QC synem requires an evaluation ofall factors ofeligibility and payment, excepr a jew 
that are specijictJJ.ly e:s:cluded by rh2 Statute.. e.g.• monthly reporring. The new system would focus on 

, only error prone factors wi1h stgnijicant doiliT effect'" (e.g. earned inCome, filing unit, deprivation. ' 
€lC.). or only on faClors viewed as cririea/to public conjitknce in the program. ' 

, • 	 Revise the regulations to reduCe thevetification and documentation required to substantiate a ' 

review finding, 


'/he current system requires a tkltJiled d~scnPtion and calcultitlon. ofall errors found in a case 

review, iuuI ihat a spedjied amount ofver:ijj.carion be obtain,e4.ro substaruio.le r~ errorji1r.ding. 

Under chis option. 4ocu.mentationlverijicari.on standards would be r~/Q;I;l'.d by establishing new 

minimum standards and the payment eTTor derenriirioJio,n procesl will be simplified. 


• , Revise 'Ule regulations to change thes~le design., 

,The current SYl1eJn requires each stale (or Jurisdiction) to select a minlnWm Of 3(X) W 1200 review' ' 

cases e~h year. The Federal sraffe.mmines a porrion ofeach state's sOJ'fiple to validate the review' 

findings. The precision (conjl.dence level) ofthe payment errors, is primarily a junction' of the sizes of 

tM State and Federal samples and the expected frequency with which the attribute b,eing measured 

occurs in" the population. being sampll1d. 'JJ1ey have been. tested and judged adequarefor holding 

Sta,res accountable jorprescribed payment iiEcuracysta1fdards. Commitment ofresources. to achieve 

thir level afprecision may net be neceSsary in an ince.nll~e/rechnical anistance response to State 

performance. It slwuld be noted thal smaller. sample sizes will reduce the amount and de8r~e of 

reliability ofperformance data on the transitional sysrem.. We can study the potential impact of 

various reduced sample size modeL.-: on tMprecisioll ofpayment error estimates and other process 


. . . 	 %

meal'wes. 	 . 

OPTION 2: QgerariQnal D¢Sign 

States 'Would be required to conduct periodic, internal audits oj/heir JOBS and WORK processes to 
ensure the accuracy ofreponed dJ:ua and annual audits to establish payment accuracy rates. The . 

.Federal government would specifj rhe minil11JUl'l sample sizes to achi.eve 90 or 95'percent confidence at 
the loWt:r limit (ehe method generally used fiy DIG). States would also be pt[rmitted to use current QC 

, resources to condu~ sPecUd slUlfks to test arid improve the current system. ' To ensure that Stale data. 
and procedures are valid and reliable. thetederal government would conduct periodiC. targeted, aiid 
unannounced audits jor that purpose. '..' . . ' '" -. ,,'. 

4 . , 	Incentiv~ ys, Penalties , 
. : '''''li 

• States would be eligible for perfQrm~ce--based incentive payments -:- for example, a 1-10 
percent increase in FFP (administrative costs, Qr JQBS.,or WORK), . 

. 	 ' 

• 	 Sanctions for unacceptable performance could also be included, ,if needed to foster appropriate 
behavior," ., 

• 	 The ince~tiveJsanction formula would be.developed by the Secretary taking into consideration 
.and appropriately weighting desired results, includ ing payment ,accuracy. 

4 . 

http:4ocu.mentationlverijicari.on
http:substaruio.le
http:obtain,e4.ro
http:specijictJJ.ly
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PRESIDENT WILLIAM JEFFERsON CLiNTON 
, REMARKS.ONREGULATORY RE.FORM '95 MAR 15 p2:.. J 5', 

CUSTOM PRINT·,PLANT, ARLINGTON, VA 
,P '.. . March 16, 1995 . . ' 

We are hore .. at the Custom Print Plant, because these are the people on whose' behalf 
we' work. Stu McMichael owns this plant; he's been in business' for [xl years and employs [xl 
workers.' He works hard, he wants to minimize the inevitable pollution produced by his plant, 
and he wants to play by the rules. But like too many other smoll businesses, the many rulos' 
governing printing are so dense and so comple" that it is literally impossible for him to know 

,if he is complying or not. 

. Last month. I calJed together the heads of the federal regulatory agencies and ordered 

them to begin a root~and.branch reexamination of the. way they do business. I asked Vice .. 

President Gore to take charge of this process. ,Today J ,am announcing the nrst fruit of this 

process •• govemment-wideregulatory re~otms thatwillcut.bac1c\on paperw~rk and treat, 

honest businesspeople 8:S partners~ not adversaries. A~d we .willput.iri place significant 

reforms in the way we protect our environment and the way we· assure safe and high quality 

drugs and medical devices. The reforms weimplement today are real; they have 'teeth. And 

they show that you can reform regulation without hurting the e~vironm'ent~ workers, or' 

consumers. 


OUf philosophy is simple:Protectirig people, not protecting bureaucracy. Results, not 

rules. Action, not rhetoric. Common sense. And when it comes to regulation. a little bit of 

common sense can be·a.revo}utionary idea. 


Look around us; a pressman of SO years ago' wouldn't recognize.this as a printing 

plant. [de] TechnologiCal and economic change constantly makes and remakes our world. 

Our government, if it is to ,remain a relevant Mdpositive force in our lives, must change, too. 

Since I assumed office, I have been determined to replace yesterday's government with a new 

government that can help solve the proble~s oftod~y and meet the chaUen~es of tomorrow. 


The government of tomorrow wHl discard volume after volume of detailed rules" and 
Will, instead. set clear goa1s.~.andchallenge our: peopie to come up with the ways to meet, 

. them. That's what I mean when I talk about a govemment that offers opportunity' and . 
. ,demands responsibility, one that lives up to a New Covenant with the people. A government 
that is as flexible and innovative as the best private; business. . A govenurient that uses the 
newest tools of technology and economics. ' ' 

As you know, we arc engaged ina great debate about the 'proper role and reach or 

1 . 
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government. ' One-size-fits·a11 regulation didn't make sense. But one-sizea fits-all 4Qregulation 
doesn't mako scmse. either. I am determined to see a different approach _. a government that 
is leaner but not moaner, that protects consumers, workers. the environment Without burde,ning 
business' an4 choking innovation. . 

.Yes" we need to cut paperwork" and we're' doing it.. But it doesn't ~ak,e sense to 
freeze fedoral efforts to protect children from unsafe toys or unsound 'food. Yes. we need to 
carefully analyze the riSKS and benefits of what we do.' But it doesn't make for better 
regulation to pile on dozens of new procedural requirements. 'That's not common sense -­
that's nonsense. Itls paralysis by ·process. and it won't help solve our problems., As I have 
sJid before, reform, yes _a bring it on; Rollback, no.'" 

.. . . 

AU Americans want the benefits of strong government protection: Air that you can't 
see; water that you can drink; a workplace that doesn't force workers to trade off alivelihood 
for safety; food that is unadulterated and healthy; banks that invest wisely and protect 
'taxpayer money. 

Over the p~ two years, we have made great strides in protecting the public in all 
these areas .. But we all know that the way we seek these goals can frustrate the very goals 
we seek. 'And the way our regulatory system has grown ..- a dense jungle of rules and 
regulations. precise lists of das 'mid don'ts••- can trip up even tho most weU·intentioned 
businessperson, while unscrupulous competitors 'too often, escape notice~ . 

So we must cut through this jungle with a deep and abiding co~mjtment' to regulatory 
rerorm.It istinle to stop the silliness. stop the behavior that makes no sense, accomplishes no 
ultimate goal, and drives people in tho private sector up the wall. The,American people want, 
strong protections. but they want r~sults. not rules; action. not more law. The tremendously . 
popular book The Death of Common Sense makes a simple point: in, our entirely , 
undeistandable dosire to protect the public, we have put in plaCe 8 system that Jiterally . 
requires government regulators to act in ways that defy common,' sense. The author of that 
book. Philip Howard, is here with us today. [Introduce Philip Howard]. The Vice-President 
gave me this book, and rm reading itnow .- it's very compelling. 

Ov'cr the past two years. my administration h.as begun to change tbe way government 
does business. Already. we reduced federal spending 'by over a quarter of atrillion, 
dollars, reduced the size of the federal payroll by over 100,000. We are on our way to a 
reduction in excess of 259,000 in the federal work force,. which will give' us by . the end of this 
decade the smallest federal government since the Kennedy ,administration. Vi ce President 
Gore's leadership in the reinventing government initiatives have already saved taxpayers $63 
billion. ,", , 

And we have begun to change the way government .regulates: We elimihatcd rules 
that are obsolete, we have simplified rules dUll aro' too complicated. and we have cut 
paperwork wherever we could. We'fQund that the government'often stood in the way of our 
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very goals. We want econo~ic development; the Commerce Department's Economic· . 
Dovelopment Administration is milking life simpler by repealing outright over hAlf its rules. 
We want nutritious food; USDA i$ making i~ easier to import fruits and vegetables. USDA 
haS repealed rules under the stockyards act. and Interior has climinate4 feather import quotas 
for exotic birds. The Education Department has rescinded .its rule requiring both -parents to 
signflnancial aid application fonn~1 Arid the FHA has [fin.ish the ~.g.]. ._. 

_. Now w~ must take the next steps to bri~g common sense to regulation. 
. . 

We must recognize that most businesses are small businesses, and that the . , . 
overwhelming majority of them want to do the right thing. Unfortunately. today's rules and 
regulations can be so voluminous and arcane that 'a. dry cleaner or printer simply .can't know. 
what they are doing wrong. And ourinspectors are required by the rules to treat every 
violation as if it were another Love Canal.. ' . . 

First, we are going to get our enforcerS out of the business ~f mindlessly writing 
traffic tickets, and into the business of achitWing results. We ·are going to let these regulators 
apply common sense; . . 

. Today I am ordering a government-wide policy, so that a small business that tried to 
act properly but violated the rules can spend the m~>ney fixing the problem instead of paying 
a fine to the government. Our enforcers Win be given authority to waive up to 100% of fines 
. for small businesseS so that a businessperSon who acts in good faith can pul his energy into 
,correcting the problem. not fighting with a regulator. Similarly. regulators will be givonthe 
discretion to waive fines for. small businesses altogether, if it's a first.time violation and the 
firms quickly and sincerely act to correct the condition that violates the rules. 

Let me make clear: These initiatives are meant to cement a new era of partnership .. 
. between the regulators and the regulated. They willnOI excuse those violating criminall~ws, 
and they willllot'be an amnesty for businesses· that harm public health and safety while their . 
competitors are playing by the rules. But we wm stop playing "gotcha". with people who . 
want to be good citizens. . Compliance, not· punishment. will bo our credo. 

Second, we are going to curb the govemment'svoracious appetite for paperwork. I am 
asking each agency ~ double the amount oftime between regularly scheduled reports to the 

. federal government; if it can be done without sacrificing important public purposes. 

Common sense. Flexibility. Less paperwork. AU of these are important. But we 

must· do even more~ Last fall, I asked Vice-President Gor~ to begin to systematically review 

the most significant areas of federal regulation. with an eye toward proposing deep and reai' 

reform.' . ~,. 

. Today we are ann0lM,cing fundamental reforms in the areas of env'iromnental 

protection and drug and ~nedicaJ devices. 
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Environmental reg\11ation,touches every part of,our lives: "ktd this is a moment of 
transition for our nation's enviromnentaI policy. The modern era of environmental protection 
began in 1970 with the first Earth Day,' the passage of landmark legislation~ and' the creation , 
of the-Bnvironmental Protection Agency.' The results are 8 great American success story, 
envied and copied around the ,world. ­

" But the methods that ~rked then-aren~t ~~essarilythe right ~ethods for today~ , To 
meet the challenges of the next2S years'~ourCnvironmentai programs must work better and 
cost less., They must build' on what we know. 

We know that an overwhelming ,majority of the ,American people are deeply 
committed to a clean and healthY'environment. We knowthnt poilution is often, a sign of 
economic inefficioncy. and that business 'can make money, by preventing. it. We know 'that , 
b~tter decisions result when people worl( together as partners rather than as adversaries.' And 
we know that standards that provide flexibility -- but demand n.ccountabillty, -- can provide 

, greater protection at lower cost. 

, Today my admj~istratjon is announcing a landmark package of 25 environmental, 
refornns. ' 

,. .; 	 . 

'; Some of these reforms will improve th'e current system. 

For example, we reeognizethat market meChanisms make more sense than 
. micromanagcment. For example, Jetting utilities buy and sen'their rights under the Clean Air 

Act has saved utilities and their customers $2 billion while'resulting in cleaner air. Today 
we will dramatically extend this market concept to other areas of clean air and water 
protection. This is good for business, and good for the cnvirom:rtent. 

Today, too many smaJlbusin~sses are afraid to COme to EPA for help'inc;:leaning up I 

I' 	 their a.ct, because they are afraid they'll be punished. We will open compliance cent~rs to ' 
help small business: . And we will say to them: if we discover a problem, yo\!- will have 180 
days to clean it up, with ,no penalty. 

And because 'you shouldn't need a forcstfuU ofpaper to protect the environment, EPA 
will cut the paperwork requirements it imposes on businesses 'and c0111munities by 25%. 

., 	 ' 

And while these steps ,will improve the current systeni, others will move well beyond 
it •• a shift in the way we think about reguJati()n. EPA will launch a pilot program --: "Project 
XL" -- which is simple but revolutionary. We Win say to companies: Here is the pollution, 
reduction goal. If you can figure out how to meet it,then you can throw o~t the EPA ' 
ruJebook. If this works _. and we havi'every reason to believe it will -- then we have a 

. chance to put the responsibility for protecting the' environmcn't squarely in the hands of people 
in the private sector. 
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These changes are good for business and good for the environment. That's why I'm. 

pleased that the CBOofDuPont. [name]. is. here with us. as wcllns [other validators]; And 

that's why [name of EDP person] is here as wen. . . 


Consider how' our reforms will make life easier for Stu McMichael. Today. a small 

pril!ter has to fitl.out up to 20 ·forms about toxic"emissions; we will replac:e that, With one 

form. lie C4D, work WithBPA 's new compliance. centers to identify problems and correct 

them. without facing a fine ... The inspectors who Visit his plant will come as partners, not 

'prosecutors. And the help the' agency gives will be, in English.. 

The'other major area examined by the Vice-PreSident is the rea1nf of drugs and 

'. medicaldevices~There was a time ,when consumers might "nd that their food was . . 

. adulterated, their drugs were quackery or had dreadful side effects. Today. Aanericans 'don't 


have to wony abOut safety or effectiveness when they buy anything from cough syrup to the 

latost antibiotics or pacemakers. And the reason they don't have to worlY is tbat the Food and 

Drug 'Administration dODS all the worrying. The FDA has made American drugs and 

medical dcvicesthe 'envy of the world and in demand all over the world. Believe me, we are 

sticking With the standards we have _. they're the best in the world. 


, But strong standards do not mean government business as usual. Today we are, 

announcing a set of reforms that will make our highaquality drugs and devices available to 

consumers.more quickly and cheaply.' , 


Using 1)10 same common sense principJes we are discussing today. FDA will stop 

doing a full-bloWn review every time a biotech drug company makes a minor. risk-free 


. manufacturing change in an established drug. . . 


FDA will stop requiring costly environmental assessments on drugs that obviously 

have no significant impact on the environment ' 


'.~. w~1J. et~minate 600 pages of cumbersome regulations controlling the production of. 
. IDsulm an antibiotiCS. a"') 0 J..h.r J("') (..J J"~b:r . . ., , 

. , " '.' . . . 

It will allow our firms to export products to the world without FDA prcapproval. if' 
those products are alrea.5!r tested. and approved in ~er Ie.Wing indllstrial countries. (JJ..'. _ _ .1d 1 

-- , '. 0(\ ~ d. -#~~-r>-.. ' . ~"U \f'O 

S-{(j\r;n. An~ 140 categorIes ofmed~eVices that pose low risk to patients .--fro~~. .ringes. 
. t xx: -- wdl no longer need pro approval by FDA before they are put on the market. , 

. . . . . 

These FDA reforms aud others we will announco in 'the next few weeks wiItkeep 
quality at world claSs leveis and save industry -- and consumers -- nearly a half billion dollars . 

, a year. And I am pleased that representatives of the drug 'and medical device industry are 
herc~ as well, and we appreciate ~our support. -:;::::.. . , . . 
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[NOTE: Financial Institution reJonns are also. ready to be am;ollnced at this event. 

Howeve.r•. we recommend that these be announced at theJirst Economic Conference, where 

they will attract sland...a/om, attention.] . . ' . 


, .~ 

. All theso changes. taken together. represent re,al.'deep.fundamental reform. They lad:: 
., the sledgehammer subtlety. of s' ,moratori~ri,l.. But if we .are goi'ng. to be responsible, we must 
fix the problem -- not freeze it jn plaee:!o go from yesterday's gov~mUientto ~omorrow's, 
wo need positive movement, not paralysis/: . 

If we continue our commitment to create a government that.worksbetter. ~sts'less., 
~d...ret1ec:ts our value$~ it cail make a realdiffereric~ in. the lives of businesspeople and " 

'workers.. That'~ true commonsense.· And thatis what I am committed to giving the American 
people. - .' _ . , ... " 

. !' 
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