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THE PRESIDENT: Good mornlng, everyone. I'm glad to be joined
today by Secretary Shalala, Secretary Herman, Deputy Secretary Eizenstat,
and OPM Director Janice Lachance’ We want to talk to you about the health
care of America's families, one of the biggest challenges we face still in
this new century. l R 4 :

11:50 A.M. EST

Today I want to talk about two major proposals that are in my
budget for 2001, which will help Americans to shoulder the cost of health
care, by extending coverage to mllllons of people who do not now have it
and by helping Americans of all ages meet the demands of long-term care.
These proposals are a significant investment in the health of Americans,
another step toward giving every}American access to quality health care.

As our nation ages and{we live longer lives, we face the need to
provide long~term care to large: and larger numbers of Americans.
Yesterday we put forward proposdls to help Americans to face these new
challenges, first by providing a $3,000 tax credit for the cost of
long-term care. That 18 three tlmes the one I proposed in last year's
State of the Union. Second, by;expandlng access to home-based care through
Medicaid; and third, by establishing new support networks for care givers.
We shouldn't let another .year go by without helping those who are doing so
much to help others. And I w1ll say again, we should also, this year, pass
the patients' bill of rights. |

We must also keep fighting to extend affordable health care to
Americans who lack it. This is!a continuing problem in our nation, as all
of you know. S5till there are teo many children who lose their hearing
because an ear infection goes untreated, or wind up in the emergency room
because they couldn't see a doctor in a more regular way. Too many parents
skimp on their own health to provide coverage for their children; too many
missed. chances to prevent 1llness and prepare young people to lead healthy
lives -- all these the product of the fact that tens of millions of
Americans still don't have affordable health care.

S0 today I'm announcihg that my budget will set .aside more than
$100 billion over 10 years to expand health care coverage. If enacted,
this would be the largest 1nvestment in health coverage since the -
establishment of Medicare in 1965 one of the most significant steps we

could take to help worklng famrlles
I

This proposal has rour components. First, it's hard to have
healthy children without healthy parents. We know parents who. have access
to health care themselves are Wore likely to get care for their children.
And children who see their parents getting regular medical care learn good
habits that last a lifetime. Yet, most of the parents of the children’
covered in our Children's Health Insurance Program, the CHIP. program, are

themselves uninsured.
| .
That's why, ‘as the Vice President has urged, I propose to allow ’ .
parents to enroll in the same health insurance program that now covers .

I
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+their children. I thank thekvicé President for this proposal. I believe

it can make a difference to millions of families. You all remember that we
set up the CHIP program in the 1%97 Balanced Budget Act.

" Second, we will work w%th states to reach every child now
eligible for CHIP or for Medicaid. We've doubled the enrollment in the
CHIP program in just the last ye%r, as the states have really gotten up and
geing and taken the right initiatives on this. We now have something over
Z million children in the progra@.

But, still, many childken are missing out. -To find them, we have
to take information and enrollment to where they and their parents are --
in school lunch programs, in dayfcare facilities, in centers for the
homeless. Qur budget will fund Efforts to do just that, because there is

no reason for any child in America to grow up without basic health care.

Third, we are reachin@ out to Americans who have few or no
options for affordable insurance. The numbers of people without insurance
are growing fastest among those!nearing retirement, an age when many people
already on fixed income or have [limited health insurance choices.

I met a woman who lost.her home trying to pay medical bills on a
retirement income while she wasgwéiting to become eligible for Medicare.
This shouldn't happen to anyoneJ I've already proposed that this group of
Americans be allowed to buy into Medicare coverage -- that is, those
between the ages of 55 and 65. jAnd now, this new budget will provide for-
them a 25-percent tax credit to help them do it.

Tt's also hard to keep insurance for those who change jobs or are
laid off, something that happens more and more in our fast-moving economy.
That's why we have the COBRA‘beéefits, allowing workers to pay to stay
enrolled in health insurance when they're laid off. But tooc many workers
cannot pay the full costs themselves. That's why we're also proposing tax
credits that will makse COBRA ingurance affordable to more people, and help
workers take advantage of job flexibility without worrying every single day

that they may locse their health{insurance coverage if they do so.

We will also build on| public and private sector insurance
programs to help cover 19 and 20-year-olds aging. cut of insurance, people
moving from welfare to work, employees of small businesses and legal
immigrants. . i L . ' 7

Finally, we must strQngthen'the network of clinics, hospitals and
dedicated professionals who serve the uninsured. They care for families in
need and help to provide the réferrals that get. children and parents into
insurance programs. And their resources are stretched very thin. So I
will ask Corigress to make a significant investment in these public health
facilities next year. ’ L

Investing in health ¢are coverage is a smart choice for America.
We're meeting our responsibiliﬁies to all our Bmerican citizens, supporting
seniors, helping make our chil?ren more ready for the future. I look
forward to working with Congress to selze these opportunities this vear.

: Again, let me say whét I have said so many times: In my lifetime
we have never had this much ec?ndmic prosperity and social progress with
the absence of paralyzing internal crisis or external threat. We have an
opportunity now to really make;a dent in .this problem of health insurance
coverage, in the problem of long-term care, and we ought to do it. I hope
we will. , .

0 Mr. President, gre you hapéy that health care is an issue on

the campaign trail? And what do you think of Bill Bradley's plan? You
seem to be endorsing Gore herer
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THE PRESIDENT: His pl?n is more extensive than mine, too, the

Vice President's is. But they're in a different position. Number one --
let me answer your first questlon -~ I am elated that health care is an

"issue in the campaign. It is a good thing. .It's an issue in people's

lives. You can see that every tlme we debate a health -care issue. You can
see that support we got for the Chlldren s Health Insurance Program din '97.
You can see it in the enormous grass roots support for the patients' bill
of rights. ! :

And, Jjust as Hillary a%d I predicted in 1994, when the health-
care propesal was defeated, we sald there would be an increase in the
number of uninsured people because the cost of insurance would go up and it
would be harder for employers, partlcularly smaller business employers, to
continue to cover their employees. So I think that what's going on in the
campalgn is a great thing for Amerlca '

Both the candidates have proposed -~ made proposals even more
sweeping ‘than the cone I make tod%y, even though if this were adopted, as I
said, it would be the biggest expansion in health coverage since Medicare.
But the reason -- they should be}doing‘that because they're locking at what

.they can do over four years, what they can do over eight years. This is a

proposal for this year's budget,éand it is a very ambitious ‘one-year
proposal that will add millions of people to the ranks.of those with

. 1nsurance

It also is very 1mportént because of the $3,000 long-term care

. tax credit. That's something that I've been involved with, well, for more

than 20 years now, socmething that I feel I know something about and I care
a great deal about, and I belleve there will-be a lot of. blpartlsan support
for that. .

Go ahead/ Mark.: l

Q What makes you th}nk that you can get a more expanéive
health care program through Congress thlS year than you were able to get
through last year'>

|

1 THE PRESIDENT: Well, for one thing, the budget picture is
clearer. At least so far the Republlcan leadership in the Congress has not
put on the table a tax program whlch would make it impossible to pay the
debt off and make it 1mp0551ble to meet our fundamental obligations.

And I belleve if you ]ust look at what's going on in the election
season this year, the public cares a lot about health care and they're
talking a lot about it. And allj these people, without regard to their
party, who come here in the Congress, they've been home talking to the
people they represent, they've been listening to this, they know what their
folks ‘are up against, they know what kind of problems people face with
long-term care. And I think they also, those with a lot of experience,
understand how very complex this! is and how difficult it is to add to the
ranks of the insured in a cost-effective way. And this is clearly, based
on our experience, the most cost-effective way to add people to the ranks °
of the insured. ’ ! ‘ ‘ :

Let the parents of kids in the CHIP program buy into CHIP -- or
cover them with our funds. And Uet the people between the ages of 55 and
65 buy into Medicare and glve them a tax credit to do so. Republicans, you
know, naturally are inclined to have tax solutions to social problems, and
in the case of long-term care, hat is exactly the right thing to do. The
tax credit is exactly the right May to go there, because there are so many
different kinds of long-term carg options out there that are appropriate
for different families given dlfferent circumstances. So I'm actually
quite hopeful that we can work together and get something done on this.

Q Do you think Harrm y and Louise will support you this time?

|
|
!
|
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THE PRESIDENT: Well, I hope so. They've been acting like they
want to support me. And I'd llke to get together with Harry and Louise; I
thought they were pretty effective last time, and we ought to be on the
same side. So I'm hoping old Harry and Louise ==

A J
Q After what they did to you?
| A

'THE PRESIDENT: I wish|they would come into the Oval Office here
and we could have a little presskconference, a Harry and Louise press
conference, endorsing this expan§ion of health coverage.

|

Q ‘Can we cover 1it? g{Laughter.)

|
THE PRESIDENT: You bet. I want you all to be here. It will be
a crowded room if they come, but}I'd love it if Harry and Louise would just
sidle right on in here and say that they think this is the greatest idea
since sliced bread and we could go forward together. And it would be
great.

0] Mr. President, you've spoken to President Assad. Do you
have any reason to believe that the peace talks will restart soon?

THE PRESIDENT: Well, flrst of all, I think it's very important
that you -- I think this has beep well and accurately reported, as nearly
as I can tell. But I want to reiterate, neither side has decided to back
away from the peace talks, call bn end to them, call a freeze to them.
That's not what's going on. The& are having a genuine dispute about

sequencing now that I'm trying to work through for both of them.

But the good news about this is that both these leaders 1 think
want a peace that meets each other's needs. That is, they're both quite
mindful of the fact that there won't be a peace agreement unless the
legitimate concerns of both sides are met.

I

. And I would not say‘the gaps in the positions are 90 percent; I'd ’

say they're much closer to 10 pe&cent than 90 percent. But keep in nind,
these folks had not dealt with each other in a very long time. And that
week they spent together at Shepherdstown was really the first time they
had had these kind of direct contacts, get a feel for where they were, they
wanted to go home and reassess their positions. And so we need to do some
trust~building, we've got some wPrk to do, but I'm actually guite hopeful.

I

And I see that both sides have continued to evidence a fairly
hlgh level of confidence that t@ey can succeed, 'and that's good news. So
we're in a little patch here where I've just got a little extra work to do,
and I'm working at it. And hopefully, we can do 1it.

(
Q - Assad.today'oﬁ yesterday?

i , :
THE PRESIDENT: Yes, Il talked to President Assad, I think
yesterday, wasn't it -- L

Q But since then’—j

THE PRESIDENT: No, n&t since yesterday morning. But I'11 be in
regular contact with him contindously. Sc we're working this very, very
hard. And, of course, we're aléo working on the Palestinian track, and
tomorrow Chairman Arafat will bg here and I expect to have a good meeting
with him. You know, if this were easy it would have been done a long time

ago -- but we're working at it, land I'm pretty hopeful.

Q Are you mournful [that tomorrow is the last -~- the start of
your last year in office, sir? |

1719/2000 53:44 PM
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THE PRESIDENT: Yes, tomorrow is the day, isn't it?

Q = Yes.

THE PRESIDENT:  Well, I will certainly mark the day.
. i '
0 In what way?
. - :

THE PRESIDENT: I mean, I'll just be conscious of it, in all
kinds of little ways. When I go in a room in the White House now I look
around more carefully to make sure there's something -- that I've actually
noticed something that I may not| have seen. You'd be amazed when you're
living a busy life and you're working really hard --'I bet it happens to
you, too -- how many times you walk in and out of a room and you'll see
something in a room that, you'velbeen in the room for five years and you

never noticed before.. So I'm sehsitive to all that.

But I'm actually very -- I'm so grateful that the country is in
the shape that it's in. And I'm| so grateful that I've had the chance to
serve. And I'm so energized about the State of the Union and, in many
ways, in the sweep and depth of the proposals that I will make to the
Congress and the country in the State of the Union are arguably the most
far-reaching since the very firsﬁ one I made. So I'm feeling good and

.grateful, and I just want to milﬁ every last moment of every day.

The only thing, I wish| I didn't have to sleep at all for a year.
(Laughter.} I wish that God would give me the capacity to functicn for a
year without sleep. That would pake me very happy. (Laughter.) But I
think it highly unlikely; therefore, I will keep trying to get some.

Thank you.

. END - 12:03 P.M. EST
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DATE: } January 19, 2000 -
: LOCATION Oval Office
BRIEFING TIME 9:30am — 10:00am
EVENT TIME. - 11:05am — 11:15am
- FROM: 'l ‘ Bruce Reed, Gene Sperling, Chris Jennings

L PURfOSE | j

To unveil your new mltlatlve Wthh mvests over $110 bllhon over 10 years to expand health
insurance coverage to an estimated 5 million uninsured people.

II. BACKGROUND I
~ Attached is the press summary of the health insurance expansion initiative that you are
~ announcing tomorrow. ‘This lmtlatlve invests over $110 billion over 10 years. It expands
coverage to an estimated 5 million umnsured people and gives millions more access to care. We
have categorized policies into four categories, as follows:
! : : | > .
(1) Providing a new, affordable hiealfh insurance option for families. This proposal, to
expand coverage to the parents of children eligible for Medicaid or CHIP, is the centerpiece
' of the initiative. The NGA has advocated for expanding CHIP to parents on a number of
occasions and we expect states }imll be enthusiastic about this option. There is also a “failsafe
mechanism” so that, if by 2006 states have not expanded coverage to parents at or below
- poverty, they would be required to do so. This makes a big difference in assuring, that this
initiative is efficient, well-targeted and gets a lot of take-up by the uninsured.

(2) Accelerating enrollment of umnsured children eligible for Medicaid and S-CHIP. As

we announced last week, CI—IIP enrollment doubled in the last year, to 2 million enrolled.

This does not include the mcreased enrollment of children in Medicaid, which counts towards
~ our target of covering up to 5 million uninsured children. This initiative includes a number

of policies that both states and advocates agree are effective at improving enrollment. An

additional 400,000 uninsured kids are expected to enroll as a result:




(3) Expanding health insurance options for Americans facing unique barriers to coverage.

- The budget includes a number of policies targeted to special groups of Americans who lack
access to affordable options: old:er Americans, people in transitions (between jobs, turning 19
and entering the workforce, leaving welfare for work), workers in small businesses, and legal
immigrants. The policies build on Medicare, private insurance and Medicaid to give these
people affordable options and C(i'ver an estimated 600,000 uninsured people. They include:

¢ Medicare Buy-In Option Vand 25 Percent Tax Credit ($5.4 billion over 10 yeafs)

e 25 Percent Tax Credit for COBRA Continuation Coverage ($10. 3 billion over 10 years)
' Promoting Small Business Coalmons ($313 million over 10 years)

¢ Option to Insure Children Through Age 20 in Medicaid 'and CHIP ($1.9.billion over 10)
o Extending Transmonal Medlcald ($4.3 billion over 10 years) ‘ .

o Restoring State Opnons to Insure Legal Immlgrants (%6.5 billion over 10 years)

(4) Strengthening programs that | 'pmwde health care dlrectly to the unmsured Finally, we
have included in this initiative Xour commitment of $1 billion over 5 years to safety net”
providers, whlch complements the insurance proposals. ‘ :

Overall, this is a very powerful 1mt1at1ve that we expect will be well received by health policy

experts, advocates, Congressional Democrats and perhaps even some moderate Republicans. It

also will give you the opportunity for you to acknowledge and commend the Vice President for

- his leadership, particularly on the Famil yCare (parents of children eligible for Medicaid/CHIP).

IIL. - PARTICIPANTS o

Briefing Participants: ;
" Jack Lew . ' '

Bruce Reed
Gene Sperling
Joe Lockhart -
Loretta Ucelli
Chris Jennings
Heather Hurlburt

Statement Participants:
YOU '
Secretary Donna Shalala
- Secretary Alexis Herman
Undersecretary Stuart Elzejnstat

IV. " PRESS PLANv

Pool Press.




'SEQUENCE OF EVENTS |

- YOU will proceed from the Cabinet Room into the Oval Office, accompanied by
Secretary Donna Shalala, Sec'iretary Alexis Herman, and Undersecretary Stuart Eizenstat.
- YOU will make a statementifrom the podium and depart. ‘ '

. o I :

|
REMARKS }

To be provided by speechwriting.

ATTACHMENTS :
. !'

 Press paper for tomorrow’s announcement.
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PRESIDENT UNVEILS

MAJ OR NEW HEALTH INSURANCE INITIATIVE
| January 19,2000

}V
|
I

|

THE CHALLENGE OF THE UNINSURED AND ITS IMPLICATIONS. Over 44
million Americans lack health i msurance Although there are many causes of this
problem, it generally results from lack of affordability and/or access to coverage. Family -
health insurance premiums cost on average $5,700 — which represents a large share of
income for a family trying to make ends meet. Purchasing affordable, accessible =
insurance is a particular challenge for many older people, workers in transitions between _
jobs, and small businesses and then' employees. Lacking health insurance has serious '
consequences. The uninsured arg three times as likely to not receive needed medical |

, care, 50 to 70 percent more likely to need hospitalization for avoidable hospital '
conditions like pneumonia or um;;ontroll‘ed diabetes, and four times more likely to rely on
an emergericy room or have no regular source of care than the privately insured.

» | :

The President’s four—pmnged mltlatlve sngmﬁcantly expands coverage and improves
access. by : - 3 : : :
L PROVIDING A NEW, AFFORDABLE HEALTH INSURANCE OPTION FOR ,

- FAMILIES ($76 billion over 10 years, about 4 million uninsured covered). Over 80

. percent of parents of uninsured c;hlldren with incomes below 200 percent of poverty
(about $33,000 for a family of four) are themselves uninsured. Yet, while states have -
aggressively expanded 1nsurance} eptlons for children through Medicaid and the State
Children’s Health Insurance Program (S- CHIP), parents are often left behind. There are
about 6.5 million uninsured parepts with income in the Medicaid and S-CHIP eligibility
range for children. These parents frequently do not have access to employer-based
insurance, and when they do, cannot afford it. Recognizing that family coverage not only
helps a large proportion of the nation’s uninsured adults but increases the enrollment of
children, the Vice President, the Natlonal Governors’ Association, and a wide rage of

- groups including Families USA and the Health Insurance Association of America have
called for building on S- CHIP to]cover parents. The President’s budget adopts this
approach by: ‘ o : '

Al

N




l

l

|

I
Creating a New “FamrlyCalre” Program. This proposal would provide hlgher :
Federal matching payments for state coverage of parents of children eligible for

Medicaid or S-CHIP. UnderlFamllyCare parents would be covered in the same plan
as their children. States would use the same systems and follow most of the same

‘rules as they do in Medicaid and S-CHIP today, and the program would be overseen

by the same state agency. State spending for FamilyCare would be matched at the
same higher’ matchmg rate as S-CHIP (up to 15 percentage points higher than the -
Medicaid rate). To ensure adequate funding, $50 billion over 10 years would be
added to the current state S- CHIP allotments. To access these higher allotments,
states would have to first cover children to 200 percent of poverty as 30 states now
have done. Given states’ enthusiastic response to S-CHIP and the NGA support for

. this option, we expect strong state responses and significant expansions to parents

under FamilyCare. If after 5 years, some states have not expanded coverage of'
parents to at least 100 percent of poverty ($16,700 for a family of four), a fail-safe
mechanism would be triggered to require states to expand coverage to that level.

‘ .
Assnstmg Famrltes in Affordmg Private Employer~Based Coverage. F amalyCare

~ would also facilitate the option to pool state funding with employer contributions

towards private insurance, which can be a cost-effective way to expand coverage.
Under this option, families otherwise eligible for FamilyCare coverage could get
assistance in purchase their employers health plan if it meets FamilyCare standards
and their employer pays for at least half of the premium. This minimum employer
contribution, along with the S-CHIP crowd-out pohcxes should discourage employers
from reducing or dropping cloverage This optlon is supported by the National
Governors Association as vTell :

II. ACCELERATING ENROLLMENT OF UNINSURED CHILDREN ELIGIBLE
FOR MEDICAID AND S- CHIP ($5:5 billion over 10 years, an additional 400,000

~ uninsured children covered). The State Children’s Health Insurance Program (S-CHIP)
helps children in families with i mcome too high to be eligible for Medicaid but too low to
afford private insurance. Enrollment in S-CHIP doubled to 2 million children in 1999.
However, despite this encouragmg trend, millions of children remain eligible but
unenrolled in both S-CHIP and Medlcard The. budget would give states needed tools to..
increase coverage by: b _ . :

l

Allowing School Lunch Programs to Share Informatmn with Medlcaid ($345
million over 10 years). Smce 60 percent of uninsured children are in the school ,
lunch program, sharing ehgrblhty information can- efﬁcrently help outreach efforts ‘

Expanding Sites Authormiad to Enroll Chrldren in S-CHIP and Medicaid ($1.2

~ billion over 10 years). Thrs includes schools, child care resource and referral '

centers, homeless programs and other sites.-
|

Requmng States to Make their Medlcald and S CHIP Enrollment Equally
Simple ($4.0 billion over 10 years). Most states have carried over their S-CHIP
simplification strategies like eliminating assets tests and using mail-in apphcatrons

"and 12-morith eligibility redetermmanons into the Medicaid program. This proposal
‘would have all states do so to make enrollment easrer for both programs




IIL. EXPANDING HEALTH INSURANCE OPTIONS FOR AMERICANS -
FACING UNIQUE BARREERS TO COVERAGE (3$28.7 billion over 10 years,

about 600,000 million uninsured people covered). Some vulnerable groups of
Americans often lack access to. employer-sponsored insurance and insurance programs
like Medicare or Medicaid.” These include older Americans, people in transitions
(between jobs, turning 19 and entermg the workforce, leaving welfare for work), and
workers in small busmesses Thls plan addresses these specific and other problems by: =

. , | o
Establishing a Medicare Buyé-In Option and Making It More Affordable

T hrough a Tax Credit (85. 4 billion over 10 years). The rate of uninsured is-
growing fastest among people ages 55 to 65 and is expected to increase even faster in
the future. Recognizing this, the President has called on Congress to pass leglslanon
that allows people ages 62 through 65 and displaced workers ages 55 to 65 to pay
premiums to buy into Medicare. The proposal also would require employers who
drop previously promised retrree coverage to allow early retirees with limited

‘alternatives to have access to COBRA continuation coverage until they reach age 65

and qualify for Medicare. Thls year, to make this policy more affordable, the
President proposes a tax credlt equal to 25 percent of the premium, for participants in
the Medicare buy-in. Coupled with the tax credit for COBRA (descrlbed below), this
policy will address both access to and the affordability of health insurance for thls
vulnerable group T :

Makmg COBRA Contmuatmn Coverage More Affordable (510.3 billion over 10
years). Consolidated Omnibus Budget Reconciliation Act (COBRA), passed in -
1985, allows workers in firms with greater than 20 employees to pay a full premium

- (102 percent of the average cost of group health insurance) to buy into their

employers’ health plan for u;') to 18 to 36 months after leaving their job. This policy
is intended to improve the contmurty of health coverage as workers change jobs.

~ However, fewer than 25 percent of people eligible for this coverage participate, in

part due to cost. The President’s budget includes a 25 percent tax credit for COBRA ,
premiums to reduce the number of Americans who expenence a gapin coverage due
to _]Ob change. } :

Improving Access to Affordable Insurance for Workers in Small Businesses
(3313 million over 10 years) Nearly half of uninsured workers are in firms with

‘fewer than 25 employees. The ‘President proposes to give small firms. that have not
 previously offered health insurance a tax credit equal to 20 percent their contribution
' — twice the credit he proposed last year -- towards health insurance obtained through *

purchasing coalitions. In addmonal tax incentives would be given to foundations to
help pay for start-up costs oﬁ "these coalitions, and the Federal Employees’ Health
Benefits Program would make available technical assistance to purchasing coalitions.

Expanding State Optlons to Insure Children Through Age 20 ($1.9 billion over
10 years). Nearly one in three people ages 18 to 24 are uninsured mostly because
they age out of Medicaid or S-CHIP or no longer are dependents in private plans.
However, they often do not liave jobs that offer affordable coverage. The budget
would gives states the optron to cover people ages 19 and 20 through Medrcard and
FamilyCare. _ } -

|

] ‘3
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Extendlng Transitional Medlcald (54. 3 bllllon over 10 years) Many people

~ leaving welfare for work take, first jobs that do not offer affordable health insurance.

Recognizing this, Congress passed a requirement in 1988 that extends Medicaid
coverage for up to a year for those losing it due to increased earnings. This provision
was extended in the welfare reform law to 2001. The President’s budget makes this
provision permanent and sunphﬁes the state and famlly requirements to promote
enmllment S i

‘ | o v
Restoring State Options to fnsure Legal Immlgrants ($6.5 billion over 10 years).
States are prohibited from prowdmg health insurance for certain legal immigrants
who entered the U.S. after the enactment of welfare reform. The uninsured rate for
people of Hispanic origin, some of whom are legal immigrants, was 35 percent in
1998 — over twice the natlonal average of 16 percent, The proposal would give states
the option to insure children and pregnant women in Medicaid and S-CHIP regardless
of their date of entry. It would eliminate the 5-year ban, deeming, and affidavit of -
support provisions. The proposal would also require states to provide Medicaid

coverage to disabled 1mm1grants who would be made ehglblc for SSI by the FY 2001
: budget s SSI restoration proposal

,v

| :

A" STRENGTHENING PROGRAMS THAT PROVIDE HEALTH CARE.

- DIRECTLY TO THE UNINSURED (At least $1 billion over 10 years). In the
absence of a universal health i msurance system, public: hospitals, clinics, and thousands of
health care providers give health care of the uninsured and receive inadequate . |
compensatlon for doing so. Desplte a r1smg need, reductions in govemment spending
and aggressive cost cutting by private insurers has left less money in the health care
system to address these needs. The President will renew his commltment to helping these
pr0v1ders by

Increasmg Funding for Increasmg Access to Health Care for the Uninsured
(+$100 million for FY 2001 $1 billion over 5 years). Last year, the President and
Secretary Shalala proposed an historic new -program to coordinate systems of care,
increase the number of services delivered and establish an accountability system to
assure adequate patient care! Ifor the uninsured and low-income. The Congress funded
an initial $25 million mvestment for this program. This year, the President proposes
funding this initiative at $125 million, a $100 million increase over 2000. This
represents a down payment On the President’s proposal to invest $1 billion over 5
year. The Administration w111 also aggressively pursue an authonzatlon to ensure

- that the program is esiabhshed as a core element of the health care safety net.

}[nvestmg in Cnmmumty Health Centers (+$50 million for FY 2001). The budget

proposes an increase of $50-million to support and enhance the network of
community health centers that serve millions of low-income and uninsured

" Americans - for total fundmg of over $1.069 b11hon inF Y 2001.

!
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DRAFT 1/17: ROLLOUT FOR FAMILY COVERAGE ANNOUNCEMENT

INTERNAL WHITE HOUSE DOCUMENT -
I

TUESDAY JANUARY 17

8pm: ‘
: ~ ~Len Nichols-| V% -0
Bob Relschalller
" L-Bob Greenstein~ 401 -0% 44 29
" Henry Aaron/
- John Hollahan
9 pm: Conference Call with Pohcy Vahdators (66777 code 3794)
: Ed Howard | , e
- Bob Blendon o T M @
© \/Stu Altman , - B
vUwe Reinhal.ldt« é} ql TaY »0@3’3
'\/Diane Rowld‘nd : ‘ ‘
Late Evening: Calls to Pohey Vahdators
" Chip Kahn | 702 525 7660 home / pager 1800 790 6607
. Ron Pollack{ " 703 780 8158 ‘ : .
. . -Drew Altman 628 9100 (the Willard) :
- Mike McCu}"ry . 301,588 3288 — Far: 628 S 3-7 9
~Jane Lowenson 202 234 0640
“Andie King ) | 2025441003 Ve R
WEDNESDAY, JANUARY 18 I} ,A’ﬂ.n# \{ * @ M W"" \T(&-»;h t
Before 9:30: Heads Up ( Calls Members, Staff IGA

Conference Call with Pohcy Vahdators (66755 / 66766 code _)794)

-Senator Brez : R : »

SZEZtgr Ker?;m | P . ;))(”" QCz
Courtney Dusendezsy” @+ ol ’)

i Halazd ¢ew

Conference ‘Call with Democratic Staff i
Commerce, Ways and Means, Finance, House and Senate Leadershlp

(HHS XTreasury) l %C)O 40 2, ZD (O
POTUS Br}leﬁng in Oval Ofﬁce Dmlng Room , (/GM

CABINET N[EETING

@F5 040



10:15:

10:30:

11:00:

11:15:

After 1 pm:

|

L

' Conference Call with Advocates (OPL to schedule Chris, Jeanne, Gary)

AAP ; . March of Dimes
AMCHP ' NACHRI
Catholic Charities ' : ' AHA

CBPP | o ~ ASTHO
CWLA . f ANA

CDF ‘ T — SEIU .

CHF : : AMA

Conference Call for Congressional Staff
Bipartisan Commerce Ways and Means Fmance House and Senate ,
Leadership

(HHS./ Treasufy)

|
Calls to Intergovernmental Groups

~ SMDs / State Leglslators / Governors (HHS)
| ANNOUNCEI!VIENT IN THE OVAL

- Phone Brleﬁngs

Degette, Hatchl Rockefeller, Kennedy, Jeffords, FI’lSt Graham, and
Conrad (HHS) | t .

OFF CAMERA / OFF THE RECORD BRIEFING
Secretary Shalala Gene Sperling, Chris Jennings

. 1.
In-person brlefings for Congressional Staff.
House ‘mmerce and Ways and Means bipartisan member and
mittee staff / Leadership staff :
(HHS to schedqle Chris, Rich, Jeanne, BO%n,ig, gary)

| :

~ Senate Finance Conimittee bipartisan member and Committee staff

Senate HELP bipartisan member and Committee staff -

Leadership staff at either njeeting

(HHS to schedule Chris, Jganne, Rich, Bonme Gary)
b

I b
1

| «3/
- ,
|

N
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DRAFT 1/17 ROLLOUTF OR FAMILY COVERAGE ANNOUNCEMENT

SUNDAY, JANUARY 16 |

Early Afternoon:

Early Evening:

- INTERNAL WHITE HOUSE DOCUMENT

] -
DPC /NEC ‘ciirculates press paper.

(e} gets drafts‘ of long paper and Q&A ‘and edits 1mmed1ately, 1gnormg all

other personal and professmnal priorities.

MONDAY, JANUARY 17

Morning: DPC/ NEC mrculates long backup paper, and Q&A for comment
t
3 pm: Comments due on press paper.
COB: Comments due on long backup paper and Q&A.
. Eric Liu / Gene receive copies of press paper for comment. -
7pm: Conference cfall with Jim Mays
: " He will call léere. ‘
y |
8 pm: Conference call with principal briefers to review talking points and Q&A.
o (call line 66755 ‘code 2002; Chris, Jeanne, Nancy Ann, Dan, Bonme Gary,
Rich, and Meélissa. ) : ‘
oA ,
"~ TUESDAY, JANUARY 18
Morning: DPC /NEC urculates final copies of press paper, long backup paper, and
Q&A.

Calls to Pollcy Vahdators

Judy F. (CJ/. JL/ GC?) Chip Kahn (CI)

Jack Ebler (CJ) Ken Thorpe (CJ/SB?)
- Len Nichols (CIIJL?y5ikn, s N Stu Altman (CJ/ JL?)

Bob Reischauer (JL)™ Karen Davis (?)

Bob Greenstem (GS?) Ron Pollack (CJ)

i

Dlane Rowland cn I Larry Levitt (GC)

Calls to Key Congressional Staff

Bridgett Tay’lor Jn) \
\ David Nexon (CJ)
S\ Tane bowenson (ChH

Y
%

Andie King? (CJ)
~ Blue Dogs?



‘ Afternoon:

Evening:

6 pm:

- Evening:

=

" Calls to Prmt Reporters (ChI‘lS)

Pear (NYT) |

. Goldstien (WP)

Rubin (LAT)
Page (USA) |

i
§z

Calls to Inter{governmental Groups

Ray Sheppach (Chris)

SMDs / State Legislators / Governors (HHS)

F

Conference Call with Democratic Staff
Commerce, Ways and Means, Finance, House and Senate Leadership

* McGinley (WSJ)

. Gullow (AP)

Terry Tang (NYT)
Peter Milieus (WP)

(ASL to seheciule; Chris, Jeanne, Rich, Bonnie, Gary, Laura)

Phone Briefings

Degette, Hatch, Rockefeller, Kennedy, Jeffords Frist, Graham, and

Conrad (HHS)

Breaux, Kerrey, and Blue Dog staff (CJ)

Other Commerce Republicans and Democrats?

Conference Call for Congressional Staff

Bipartisan Cornmerce Ways and Means, Finance, House and Senate

Leadership

~(ASL to schedule Chris, Jeanne Rich, Bonnie, Gary, Laura)

‘AAP i
"AMCHP | .
Catholic Charities

Catholic Health Assn

- CBPP

CWLA
CDF

- CHF

|

|
March of Dlmes

|

i

|

NACHRI

Public Hosp1tals ‘

AHA
ASTHO
FamiliesUSA
ANA '
SEIU
AMA -

pherC

‘ l :
Conference Call with Advocates (OPL to schedule Chris, Jeanne Gary)

Mo Vin



WEDNESDAY, JANUARY 19 |
9:30 am: : CABINET M‘EETING AND ANNOUNCEMENT
‘ |
Early Afternoon: In-person bneﬁngs for Congressmnal Staff
“House Commerce and Ways and Means b1pamsan member and

~ Committee staff / Leadership staff
(HHS to schedule Chns Rich, Jeanne, Bonme Gary)

-'Senate Finance Committee bipartisan member and Commlttee staff
Senate HELP b1partlsan member and Commlttee staff
Leadership staff at either meeting ’
(HHS to schedule; Chris, J eanne, RlCh Bonnie, Gary)




DRAFT: BACKGROUND ON COVERAGE -

|

GENERAL FACTS

About 44 million Americans lack health insurance. This is nearly a 1 million
increase from 1997 and about a 5 million increase from 1993 ' This includes:
°,About 11 million children '

°  About 18 million parents and

° About 15 mllhon ch1ldlegs adults.

Most umnsured work or are in working families. Three-fourths of the uninsured

" work or are in working fam1hes ‘with income above poverty. Although the uninsured

rate remains highest among ‘the poor (33 percent), it has been growing faster for the

- middle class. All income groups experienced increases in the uninsured rate since

1993, but the increase was 'SlO% higher for the middle class than that of the poor.”

~

For some, health i 1nsuranLe options are limited. Employer-based insurance is the
- predominant form of health insurance. 'In 1996, about 82 percent of workers had -

access. However, a 31gn1ﬁcant number of workers and their families lack access to

' }ob-based coverage; 45 percent of low-wage workers and about one-third of workers

in small business do not have access to group 1nsurance Individual insurance can be

hard to obtain, especially for older and sicker people. In addition, Medicaid, the State .

Children’s Health Insurance Program, and Medicare have strict state and Federal
limits on who can enroll. l“I hlS leaves too many Amerlcans w1llmg to pay a fair:
amount for insurance w1thout the opportunity. :

For others, affordablhty of health i insurance remains the biggest barrier. Health
insurance premiums for employer based coverage in 1999 averaged $2,300 for an
individual and $5,700 for a, famlly with the workers’ share being $420 and $1,740
respectwely People purchasmg coverage in the individual insurance market not
only lack employer contributions but usually face higher premiums due to higher
administrative costs and lfull medical underwriting. : :

CONSEQUENCES OF LACKING HEALTH INSURANCE

Less llkely to receive needed health care. The percent of uninsured adults who did
not receive needed med1cal care in the last year was more than three time that of
privately insured adults (3@ versus 7 percent) The proportxon of uninsured adults -

. who postponed care was even higher (55 versus 14 percent) Compared to people

with prlvate insurance, the uninsured are more than twice as likely to have no doctor

- visits in the past year (adults 39 percent of uninsured versus 18 percent of prlvately

insured; children: 33 percent of uninsured. versus 16 percent of all insured).’
Similarly, over one in four uninsured chlldren needed health care (e. g prescnpnon
medicine, needed surgery) but did not get it

N
l
|
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More likely to have rely on emergency rooms or have no regular source of care.
One-fourth of the uninsured adults rely on the emergency room or have no regular
source of care, compared to 6 percent of the privately insured.” Over three times the
proportion of uninsured chﬂ@ren lack a usual source of care as privately insured
children (20 versus 6 percent)

More likely to suffer adverse health effects and need expenswe health care. The

uninsured are 50 to 70 percerilt more likely to need hospitalization for avoidable
hospltal condltlons like pneumonia or uncontrolled diabetes than the privately
insured."" Children without health insurance are nearly twice as likely to forego
health care for condmons like asthma (odds'of 1.7 to 1) or recurring ear 1nfect10ns
(odds of 2.1 to 1)."?

INSURING PARENTS OF MEDICAID / SCHIP CHILDREN

About half of uninsured parents (9 million) have children who could be eligible

for Medicaid or CHIP (family income below 200 percent of poverty or $33,000 for
a family of 4). A large numl?er of these parents have children already enrolled in
Medlcald or SCHIP ‘

[

Current, few states cover l(})w-iheome parents. While all states cover poor'child'ren
and most states cover children up to 200 percent of poverty (about $33,000 for a

family of four), only 13 states cover parents at or above poverty. The medlan upper

eligibility limit for parents in Medicaid is about 60 percent of poverty:"> In part, this
disconnect between parents élnd children’s options has resulted from SCHIP, which
has given states a financial ir;icentive to increase coverage for children.

[
Access to health care may be hurt when parents.are uninsured. A recent survey
found that 40 percent of famlhes with a mix of members who are uninsured-and
covered by Medicaid (proba}aly their children) experienced barriers to medical care —

~ nearly 4 times the percent of privately insured families and higher than all-uninsured
families. This is because fam111es typically use the same providers when they have

the same insurance coverage improving continuity of care.

| .
Covering parents would increase enrollment of uninsured children. Families are
more likely to learn about Medlcald and CHIP and to enroll their children in the
programs if the whole famlly is eligible. As such, this option would likely reduce the
number of uninsured chlldren as well as parents.

Promotes welfare to work efforts. Many families do not know about or participate

in current Medicaid options and thus become uninsured when leaving welfare for
work. Policies extending and promoting family coverage could help these families
access affordable health insurance.

o



WORKERS IN SMALL BUSINESSES

' MEDICARE BUY:IN

*

Nearly half of uninsured workers are in firms with fewer than 25 employeeé
The likelihood of being uninsured is greater for workers in small firms — nearly three
times h1gher than that of workers in large firms."* ' :

Fewer small firms offer health insurance — and the number is declining. The
number-one reason cited wa§ the high cost of premiums. Small businesses typically
pay higher premiums for beneﬁts and administrative costs may consume as much as
40 percent of premium dollars Despite the fact that three-fourths of the new jobs
created by the strong economy are in small businesses, the proportion offering health
insurance declined from-59 to 54 percent between 1996 and 1998 alone. In addition,

: ellglbrhty for such coverage has become miore restricted.'

) Purchasing coalitions are a small but growing option for small businesses.
Although still relatively unknown, nearly one in 10 businesses with 3 to 9 employees

participated in cooperatives in 1998, and interest and participation is growing. '?v

People ages 55 to 65 are the fastest growing number of uninsured. The rate of
uninsured is growing fastest among people ages 55 to 65 (by 5 percent between 1997
and 1998). All of'this i mcrease occurred among people with income above poverty,
with a dramatic increase for those with income between 300 and 400 percent of

poverty from 10.2 to 14.6 percent
l

 As the number of 55 to 64 year olds rises, so will the number who are uninsured.
- As the Baby Boom generatlon enters its 50s, both the number and proportion of pre- -

65 year olds will rise. The number of people between 55 and 64 years old is expected

~ to increase from 21 to 30 m11110n by 2005 and 35 million by 2010 -— to 12 percent of

the U.S: population, over a 50 percent increase.'® One study projects that the percent

~ of people ages 55 to 65 with prlvate insurance will decline by 4.5 percent by 2005. 9

Access to 1nd1v1dual health i msurance isa problem for people ages 55 to 65.
People ages 55 to 64 are less hkely to be covered by employer-based insurance (66

percent v 75 percent for people ages 45-54) and nearly twice as likely to purchase

individual insurance (8.4 perant versus 4.8 percent for people ages 45-54). Yet, in
38 states where 16 million people ages 55 to 65 (76 gercem of this group) live,
individual insurance policies can be denied outright.”. A health condition can trigger
higher rates, exclusion of certain benefits coverage, or denial of coverage altogether.
For example, having mild hypertensron or emphysema typically i mcreases rates by 25
percent and rheumatoid arthrltrs or angina can cause outright denials.?!

People ages 60-64 are nearly 3 trmes more hkely to report fair to poor health as those
ages 35to 44. The probablhty of experiencing health problems such as heart disease,
emphysema, heart attack, stroke & cancer is twice that of people ages 45 to 54 2




CHILDREN .

' l

e The number of children enrolled in the State Children’s Health Insurance
Program (SCHIP) has doubled in less than a year. Nearly 2 million children were .
served by SCHIP between October 1, 1998 and September 30, 1999, a doublmg in
enrollment from December 1998 ' .

e The number of states cover;ing children up to 200 percent of poverty has
increased by more than seven fold. In March 1997, only 4 states covered children -
with family incomes up to atjleast 200 percent of the Federal poverty level (about
$33,000 for a famdy of 4). Today, 30 states have plans approved to cover children
with incomes up to at least this level. A
_ z ,

e In 1998, over 11 million chlldren were uninsured. ThlS is v1rtually the same as in
1997, and up from 9.6 mxlholn in 1993. :

. About 40 percent of poor chlldren nearly 5 million -- are uninsured. The vast -
majority of these poor children are eligible for Medicaid. Their parents do not enroll
them because: (a) lack of awa.reness of eligibility; (b) belief that work or not receiving
welfare disqualifies them; (c) fear that legal immigrants could be deported if they
enroll their children' and (d) complicated and-burdensome application»process

o - Even fewer families know that their children may be ellglble for SCHIP. Cieated
in 1997, SCHIP allows states to cover children in working-class families, through
Medicaid, a separate program or a combination. Educating families about SCHIP is
an even greater issue since it is new and targets famlhes that typically do not receive
such government assistance. »

e States have had varying degrees of success at insuring children. The proportion
of uninsured children ranges from 6 percent in Hawaii and Wisconsin to 24 percent in
Texas and 25 percent in Arizona. This reflects both the different eligibility levels in
states, but also the states’ use {of and commitment to aggressive outreach initiatives.

¢ Uninsured children are often in programs like schools and child care that can
" help enroll them. A number! of programs, like the school lunch program, subsidized
child care, Head Start, and others target the same children who are eligible for
Medicaid and CHIP. A recent study by the Urban Institute found that approximately
60 percent — almost 4 million — of the uninsured children nationwide are currently
enrolled in school lunch prog%‘ams,

i i

! Data from the March 1999 Current Poplulatuon Survey.

% Data from the March 1999 Current Popu ation Survey. o ’

¥ Cooper PF; Steinberg S. (1997). More Offers Fewer Takers for Employment-Based Health lnsurnace
1987 and 1996. Health Affairs 16(6): 142 149, '

* The Kaiser Family Foundation and Hea}th Research and Educational Trust. (1999). Employer Health
Benefits: 1999 Annual Survey. Washmgton DC Henry J. Kaiser Family Foundation.
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" Frontin P.
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s Hoffman C. (June 1998). Uninsured in America: A Chart Book Menlo Park, CA: Henry -
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Ibid.
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Children: Newacheck PW et al. “Health insurance and access to prrmary care for children,”
NEJM 338(8): 513-519. ‘
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Statistics. Rockville, MD: U.S. Dépaﬂment of Health and Human Services, National Center for
Health Statistics. '

? Ibid. Data: Karser/Commonwealth 1997 National Survey of Health Insurance.

" Ibid. Source: Weigers ME; Wemnck RM; Cohen JW. (1998). Children’s Health, 1996.
Rockville, MD: U.S. Department of Health .and Human Services, Agency for Health Care Pohcy
and Research (Pub. No. 98-0008).
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CLINTON—GORE ADMINISTRATION UNVEILS

MAJOR NEW HEALTH INSURANCE INITIATIVE
January 19, 2000 '

|

THE CHALLENGE OF THE UNIlNSURED AND ITS IMPLICATIONS. Over 44 million -
Americans lack health insurance. Although there are many causes of this problem, it generally
results from lack of affordability and/er access to coverage. Family health insurance premiums
cost on average $5,700 — which reprt?sents a large share of income for a family trying to make
ends meet. Purchasing affordable, accesmble insurance is a particular challenge for many older
people, workers in transitions between jobs, and small businesses and their employees. Lackmg
health insurance has serious consequences The uninsured are three times as likely to not receive
needed medical care, 50 to 70 percent more likely to need hospitalization for avoidable hospital
conditions like pneumonia or uncontll"olled diabetes, and four times more likely to rely on an
emergency.room or have no regular source of care than the privately insured.

, | , _
The President’s four-pronged initi:%;tive significantly expands coverage and improves access
by: . i‘ |

: : . |
1. PROVIDING A NEW, AFFORDABLE HEALTH INSURANCE OPTION FOR

FAMILIES ($76 billion over 10 yeirs, about 4 million uninsured covered). Over 80 percent
of parents of uninsured children with incomes below 200 percent of poverty (about $33,000 for a
family of four) are themselves unmsured Yet, while states have aggressively expanded
insurance options for children through Medicaid and the State Children’s Health Insurance
Program (S- CHIP) parents are often left behind. There are about 6.5 million uninsured parents '
with income in the Medicaid and S-CHIP eligibility range for children. These parents frequently
do not have access to employer-based insurance, and when they do, cannot afford it

Recognizing that family coverage not only helps a large proportion of the nation’s uninsured
adults but increases the enrollment of|children, the Vice President, the National Governors’
Association, and a wide rage of groups including Families USA and the Health Insurance
Association of America have called for building on S-CHIP to cover parents. The
Administration’s budget adopts this approach by:

l
};
k,



Creating a New “FamilyCare” Program. This proposal, which has been advocated by
Vice President Gore, would provide higher Federal matching payments for state coverage ot
parents of children eligible for Medicaid or S-CHIP. Under FamilyCare, parents would be
covered in the same plan as their children. States would use the same systems and follow
most of the same rules as they do in'Medicaid and S-CHIP today, and the program would be
overseen by the same state agency. State spending for FamilyCare would be matched at the
same higher matching rate as S-CHIP (up to 15 percentage points higher than the Medicaid
rate). To ensure adequate funding, $50 billion over 10 years would be added to the current
state S-CHIP allotments. To access these higher allotments, states would have to first cover
children to 200 percent of povertly as 30 states now have done. Given states’ enthusiastic
response to S-CHIP and the NGA support for this option, we expect strong state response and
significant expansions to parentsmnder FamilyCare. If after 5 years, some states have not
expanded coverage of parents to at least 100 percent of poverty ($16,700 for a family of 4), a

fail-safe mechanism would be triggered to require states to expand coverage to that level.

Assisting Families in Affordmgn Private Employer-Based Coverage. FamilyCare would
also facilitate the option to pool- state funding with employer contributions towards private
insurance, which can be a cost- ef}fecnve way to expand coverage. Under this option, families
otherwise eligible for FamilyCare coverage could get assistance in purchasing their
employers’ health plan if it meets FamilyCare standards and their employer pays for at least
half of the premium. This mlmmum employer contribution, along with the S-CHIP crowd-
out policies, should discourage employers from reducing or dropping coverage. This option
is supported by the National Governors’ Association as well.

II. ACCELERATING ENROLLMENT OF UNINSURED CHILDREN ELIGIBLE FOR
MEDICAID AND S-CHIP ($5.5 billion over 10 years, an additional 400,000 uninsured
children covered). The State Children’s Health Insurance Program (S-CHIP) helps children in
families with income too high to be eligible for Medicaid but too low to afford private insurance.
Enrollment in S-CHIP doubled to 2 million children in 1999. However, despite this encouraging
trend, millions of children remain eligible but unenrolled in both S-CHIP and Medicaid. The
Administration’s budget includes ideas advocated by the Vice President that would give states

needed tools to increase coverage by:;

|
Allowing School Lunch Programs to Share Information with Medicaid ($345 million .

over 10 years). Since 60 percent(of uninsured children are in the school lunch program,
sharing eligibility information can efficiently help outreach efforts. :

Expanding Sites Authorized to Enroll Children in S-CHIP and Medicaid ($1.2 billion
over 10 years). This includes schools, child care resource and referral centers, homeless
programs, and other sites. .
N

Requiring States to Make their Medicaid and S-CHIP Enrollment Equally Simple (§4.0
billion over 10 years). Most state:s have carried over their S-CHIP simplification strategies.
like eliminating assets tests and using mail-in applications into the Medicaid program. This
proposal would have all states do éo to make enrollment easier for both programs.




III. EXPANDING HEALTH INSURANCE OPTIONS F OR AMERICANS FACING
- UNIQUE BARRIERS TO COVERAGE ($28.7 billion over 10 years, about 600,000
uninsured people covered). Some ivulnerable groups of Americans often lack access to
employer-sponsored insurance and insurance programs like Medicare or Medicaid. These
include older Americans, people in transitions (between jobs, turning 19 and entering the
workforce, leaving welfare for work), and workers in small businesses. This plan addresses

_ these specific and other problems byi:

Establishing a Medicare Buy-In Option and Making It More Affordable Through a Tax
Credit ($5.4 billion for both the buy-in and credit over 10 years). The rate of uninsured
is growing fastest among people lages 55 to 65 and is expected to increase even faster in the
future. Recognizing this, the President and Vice President have called on Congress to pass
legislation that allows people ages 62 through 65 and displaced workers ages 55 to 65 to pay
premiums to buy into Medicare. 'll‘he proposal also would require employers who drop
previously-promised retiree coverage to allow early retirees with limited alternatives to have
access to COBRA continuation qoverage until they reach age 65 and qualify for Medicare.
This year, to make. this policy more affordable, the President proposes-a tax credit, equal to
25 percent of the premium, for pért1c1pants in the Medicare buy-in. Coupled with the tax .
credit for COBRA (described below) this policy will address both access to and the

affordability of health insurance for this vulnerable group.

Making COBRA Continuation Coverage More Affordable ($10.3 billion over 10 years).
Consolidated Omnibus Budget Reconciliation Act (COBRA), passed in 1985, allows workers
in firms with greater than 20 emﬂloyees to pay a full premium (102 percent of the average
cost of group health insurance) to buy into their employers’ health plan for up to 18 to 36
months after leaving their job. This policy is intended to improve the continuity of health
coverage as workers change Jobs, However, fewer than 25 percent of people eligible for this
coverage participate, in part due to cost. The Administration’s budget includes a 25 percent
tax credit for COBRA premiums to reduce the number of Americans who experience a gap in

coverage due to job change

Improving Access to Affordablc, Insurance for Workers in Small. Busmesses ($313
million over 10 years). Nearly half of uninsured workers are in firms with fewer than 25
employees. The President proposes to give small firms that have not previously offered
health insurance a tax credit equal to 20 percent their contribution — twice the credit he
proposed last year -- towards health insurance obtained through purchasing coalitions. In
additional, tax incentives would be given to foundations to help pay for start-up costs of these
coalitions, and the Federal Employees Health Benefits Program wou]d make available
technical assistance to purchasing coalitions. :

)
Expanding State Optlons to Insure Children Through Age 20 ($1.9 billion over 10
years). Nearly one in three people ages 18 to 24 are.uninsured mostly because they age out
of Medicaid or S-CHIP or no longer are dependents in private plans However, they often do
not have jobs that offer affordable coverage. The budget would gives states the option to
cover people ages 19 and 20 through Medicaid and FamilyCare.




Extending Transitional Medlca:d ($4 3 bllhon over 10 years). Many people leaving
welfare for work take first jobs tpat do not offer affordable health insurance. Recognizing -
this, Congress passed arequirement in 1988 that extends Medicaid coverage for up to a year
for those losing it due to mcreased earnings. This provision was extended in the welfare
reform law to 2001. The President’s budget makes this provision permanent and simplifies
the state and family requlrement]s to promote enrollment.

Restoring State Optiolis to Insélre Legal Immigrants ($6.5 billion over 10 years). States
are prohibited from providing health insurance for certain legal immigrants who entered the
U.S. after the enactment of welfare reform. The uninsured rate for people of Hispanic origin,
some of whom are legal immigrénts, was 35 percent in 1998 — over twice the national
average of 16 percent. The propiosal would give states the option to insure children and
pregnant women in Medicaid and S-CHIP regardless of their date of entry. It would

eliminate the 5-year ban, deemm]g, and affidavit of support: provisions. The proposal would

.. also require states to provide Medlcald coverage to disabled immigrants who would be made
ellglble for SSI by the FY 2001 budget s SSI restoratlon proposal.

IV. STRENGTHENING PROGRAMS THAT PROVIDE HEALTH CARE DIRECTLY
TO THE UNINSURED (At least $1 billion over 10 years). In the absence of a universal
health insurance system, public hospitals, clinics, and thousands.of health care providers give
health care of the uninsured and receive inadequate compensation for doing so. Despite a rising
need, reductions in'government spending and aggressive cost cutting by private insurers has left
less money in the health care system}to address these needs. The President will renew his
commitment to helping these prov1ders by:

Increasing Fundmg for Increasmg Access to Health Care for the Uninsured (+$100
million for FY 2001, $1 billion over 5 years) Last year, the President and Secretary

* Shalala proposed an historic new|program to coordinate systems of care, increase the number

of services delivered and estabhsh an accountability system to assure adequate patient care
for the uninsured and low-i mcome The Congress funded an initial $25 million investment
for this program. This year, the Pre51dent proposes funding this initiative at $125 million, a
$100 million increase over 2000, representing a down payment on the President’s proposal to
invest $1 billion over 5 years. The Administration will also aggressively pursue an
authorization to ensure that the p{ogram becomes a core element of the health care safety net.
Investing in Community Healtl‘l Centers (+$50 million for FY 2001). The budget

~ proposes an increase of $50 million to support and enhance the network of community health

centers that serve millions of lowrincome and uninsured Americans — for total funding of
over $1.069 billion in FY 2001.




_ THE UNINSURED IN AMERiCA

Most of 44 million unlnsured work or are in working families. Three-fourths of
the uninsured work or are in {vorklng families. Although the uninsuréd rate remains
highest among the poor (33 percent), it has been growing faster for the middle class.
All income groups expemenced increases in the uninsured rate since 1993 but the
increase was 50 percent hxgher for the mlddle class than that of the poor.' ‘

Access to health insurance can be a major barrier. Employer-based insurance is
the predominant form of health insurance. In 1996, about 82 percent of workers had
access to it. However, 45 percent of low-wage workers and about one-third of _
workers in small business do not have access to group insurance.” The private-sector
alternative, individual insurance, is frequently inaccessible, particularly for older and
less healthy people. In addmé)n Medicaid, the State Children’s Health Insurance
Program, and Medicare have state and Federal rules which limit who can enroll.

For others, affordablhty of health insurance remains the biggest barrier. Health
insurance premiums for employer-based coverage in 1999 averaged $2,300 for an
individual and $5,700 for a family — with the workers’ share being $420 and $1,740
respectively.® People purchasmg coverage in the individual insurance market not
only lack employer contributions but usually face higher premiums due to hlgher
administrative costs and, if ill or older, medical underwriting and age rating.

CONSEQUENCES OF LACKING HEALTH INSURANCE. Compared to peeple .
with insurance, those w1thout msurance are llkely to:

Forego needed health care. }The percent of uninsured adults who did not receive
needed medlcal care is more than three time that of privately insured adults (30 versus
7 percent) The proportlon of uninsured adults who postponed care is even higher
(55 versus 14 percent).’ Over‘one in four umnsured chlldren need health care (e.g.,
prescription medicine, surgery) but do not get it.6 :

Suffer adverse health effects and need expensive health care. The uninsured are

* 50 to 70 percent more likely to need hospltallzanon for avoidable’ hospltal conditions

like pneumonia or uncontrolled diabetes than the privately insured.” Children without -
health insurance are nearly twice as likely to forego health care for condltxons like

- asthma or recurrlng ear mfecnlons 8

Rely on emergency rooms or'have no regular source of care. One-fourth of the
uninsured adults rely on the emergency room or have no regular source of care,
compared to 6 percent of the pnvately insured.” The proportion of uninsured chlldren
lacking a usual source of care'is 3 times that of privately msured (20 v. 6 percent)
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OVERVIEW OF THE INITIATIVE The Clinton-Gore Administration’s budget -
invests over $110 billion over 10 years in a multi-faceted health coverage initiative. It
would expand coverage to at Ieast 5 million uninsured Americans'' and expand access to
millions more through its four-pronged approach of:

L

PROVIDING A NEW, AFFI‘ORDABLE HEALTH INSURANCE OPTION FOR
FAMILIES ($76 billion over 10 years, about 4 million uninsured covered). The s
budget proposal would bulld‘ on S-CHIP to pay higher Federal matching payments to
states for covering parents as well as their children. In the new “FamilyCare”
program, parents would be enrolled in the same health plan as their children, and

" states could help families afford job-based insurance.

IL.

111.

ACCELERATING ENROLLMENT OF UNINSURED CHILDREN ELIGIBLE
FOR MEDICAID AND S- CHIP ($5.5 billion over 10 years, an additional
400,000 uninsured children covered). States would be given new outreach tools:

°  Allowing School Lunch Programs to Share Informatlon with Medicaid for Outreach
($345 million over 10 years)

°  Expanding Sites Authorlzed to Enroll Chlldren in S-CHIP and Medicaid, Including
Schools Child Care Referral Centers, and Other Sites ($1.2 billion over 10 years)

°  Requiring States to Make t]?ear Medicaid and S-CHIP Enro] ment Equally Simple (e.g.,
No Assets Tests, Mail-In Applications) ($4.0 billion over 10 years)
|

EXPANDING HEALTH INSURANCE OPTIONS FOR AMERICANS
FACING UNIQUE BARRI%ERS TO COVERAGE ($28.7 billion over 10 years,
about 600,000 million uninsured people covered). Some Americans like older
people, workers in job transitions, and workers in small businesses, have limited
health insurance options. This initiative broadens Medicare and Medicaid options

. . 1 . : )
and makes private insurance more accessible through tax incentives by:

©  Establishing a Medicare Bt{y-[n Option and Making It More Affordable Through a 25
Percent Tax Credit ($5.4 biTlion for both buy-in and credit over 10 years)

©  Making COBRA Continuation Coverage More Affordable ($10.3 biilion over 10 years)

°  Improving Access to Affordab e Insurance for Workers in Small Businesses throu gh
Health Insurance Purchasmg Coalitions ($3 13 million over 10 years) :

‘|
°  Expanding State Options to;Insure Children I‘hrough Age 20 ($1.9 billion over 10 years)

\».

°  Extending Transitional Medicéid ($4.3 billion over 10 years)

©  Restoring State Options to Insure Legal Immigrants ($6.5 billion over 10 years)

Iv. STRENGTHENING PROGRAMS THAT PROVIDE HEALTH CARE

DIRECTLY TO THE UNII;\ISURED (At least $1 billion over 10 years). The

~ budget expands a new pro gra]m that coordinates and expands systems that i increase
access to health care for the unmsured and invests in community health centers.
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F O e . : PROVIDING A NEW, AFFORDABLE
ff P ' 'HEALTH INSURANCE OPTION FOR FAMILIES

%~

‘ [ :
Over 80 percent of parents of uninsured children with incomes below 200 percent of
poverty (about $33,000 for a family of four) are themselves uninsured. Recognizing that
family coverage not only helps alarge proportion of the nation’s uninsured adults but
increases the enrollment of children, the Vice President, National Governors’
Association, consumer advocafes and insurers have called for expanding S-CHIP to
cover parents. The Admzms{ratzon s proposal does this by building on S-CHIP to
provide higher Federal ma!chmg payments for states to insure parents through the same
health plan as their children. FamzZyCare costs $76 billion over I 0 years and wzll
insure an estimated 4 million uninsured people when fully
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Covering parents would infcrease enrollment of uninsured children. Families are
more likely to learn about Medicaid and S-CHIP and to enroll their children in the
programs if the whole famll}‘/ is eligible.. As such, the NGA and policy experts
believe that this option would reduce the number of uninsured children as well as

‘parents.'” Wisconsin, Minnesota and Vermont are among the states using Medicaid

state plan options or 1115 demonstrations to achieve this effect.

Cost-effective way to expand coverage. A recent study compared the effectiveness
of covering uninsured adultsrthrough a refundable tax credit for group or individual
insurance and expanding S-CHIP. It found that S-CHIP would much more efficiently
expand coverage to the uninsured than a tax credit. The study found that the tax
credit would subsidize 5 alre[ady-lnsured people for every single newly insured person
at aTotal cost 6 times higher than that of the S-CHIP proposal

Widespread support. The éoncept of extending S-CHIP to parents is one of the few
ideas for expanding coverage that is supported by a broad range of groups. The
National Governors’ Association supported expanding S-CHIP to cover parents in its
1999 policy resolutions, argumg that “CHIP is a promising vehicle to promote the
goal shared by the Governors Congress, and the Adm1mstrat10n decreasing the
number of Americans w1thout health insurance.”"® At a January 13, 2000 conference
to discuss ideas on expandmg coverage, Families USA, the Health Insurance
Association of America, the American Hospital Association, the Catholic Health
Association and the Service Employees International Union all recommend usmg
S-CHIP or a similar model tol cover the parents of Medicaid and S-CHIP children.?

PROPOSAL. The Clinton- Gore Administration would expand S-CHIP to provide
higher Federal matching payments for expanding affordable health insurance to parents
of children ehglble for or enrolled in Medicaid and S-CHIP. This new “FamilyCare”

program:

I

Provides higher Federal matching payments for expanding coverage to parents.
States that raise their eligibili;ty for parents above their Medicaid level as of 1/1/00
would be eligible for the enhanced S-CHIP matching rate for this expansion group.
The S-CHIP matching rate isiup to 15 percentage points higher than the regular
Medicaid matching rate. States plans for covering parents would only be approved if
they first expand eligibility for children up to 200 percent of poverty (30 states have
already done so? 'Y and do notj have waiting lists for S-CHIP. This preserves the
bipartisan commitment made,in 1997 to focus funding on children first.

Increases S-CHIP allotments. To ensure adequate funding for parents and their

children, the current S-CHIP allotments would be increased by $50 billion for 2002
through 2010 and made permlanent. The higher Federal matching payments for the
expansion group of parents would generally come from increased S-CHIP state
allotments, called FamilyCare allotments. Allotments are fixed dollar amounts
allocated to each state based on a formula similar to S-CHIP for the higher Federal
matching payments. As in S- CHIP should the allotment limits be reached, states
expanding through Medicaid may continue to cover parents at the regular Medicaid
matching rate or roll back eliglglbility while states expanding through non-Medicaid

programs may use state-only ‘funds to continue coverage or limit enrollment.

! ' 4

|
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Enrolls parents in the same program as their children. Parents would be insured
in the same program as their children to promote continuity of care and administrative
simplicity. States would use|the same systems and follow most of the same rules as
they do in Medicaid and S-CHIP, and coverage for parents would be overseen by the
same state agency that runs t]peir children’s program. Parents of children eligible for
Medicaid would be enrolled in Medicaid, while parents of children eligible for non-
Medicaid S-CHIP programs would be enrolled in those programs.

Covers lower income parents first. Asin S-CHIP, states would cover lower-income

parents before covering higher-income parents. States could not cover parents at

income-eligibility levels above those of children, but could set eligibility limits for
parents lower than that of chi‘ldren. For the first five years, states could set parents’ -
eligibility limit anywhere between their current minimum levels for parents and their

maximum levels for children. Given states’ enthusiastic response to S-CHIP and the

NGA support for.this option, }we expect strong state responses and significant

expansions to parents under FarmlyCare If, after 5 years, some states have not

* expanded coverage of parents to at least 100 percent of poverty (about $16,700 for a

family of four), a fail-safe mechamsm would be triggered to require these states to go
to this level of coverage. Thus, by 2006, all poor parents would be eligible for -
coverage like their children are today.

Creates more equltable funding structure. From 2001 to 2005, all enhanced
matching payments for states expansion group of parents would come from the
FamilyCare allotment, as wouid all payments for S-CHIP children. For example, a
state that covered parents to 50 percent of poverty prior to 1/1/00 and then expanded
coverage above that would receive enhanced matching payments drawn from their
allotments for coverage of the newly eligible parents (as well as S-CHIP kids).
Beginning in 2006, two chan{ges would be made. First, the enhanced Federal
matching payments for parents below poverty would no longer be deducted from the
allotment. States would still receive the enhanced matching payments for poor
parents covered under expansions implemented after 1/1/00, but these payments
would come from uncapped Medlcald fundmg and would no longer be subtracted
from allotments. Second, all states could receive enhanced matching payments for
covering any parent above the poverty line and any child above the Medicaid
mandatory coverage levels™ — irrespective of when the state expanded coverage.
This ensures that states that have already expanded coverage would be rewarded.

Facilitates employer-based coverage. FamilyCare would also expand the option to
pool allotment funding with employer contributions towards the purchase of private
insurance, which can be a cost-effective way to expand coverage. States could enable
families otherwise eligible for FamilyCare to purchase their employers’ health plan as
long as it meets FamilyCare standards. Under this option, employers would have to
contribute at least half of the family premium cost to discourage them from reducing
or dropping coverage becausé of this program. In addition, the S-CHIP crowd-out
policies would apply. One study found that over one in five families whose children
were enrolled in the Florida Healthy Kids program previously had access to
employer-based coverage but their parents could not afford the premium so they
remained uninsured.” This optlon supported by states®® , would help keep such
families in prlvate coverage
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ACCELERATING ENROLLMENT OF UNINSURED
CHILDREN ELIGIBLE FOR MEDICAID AND S-CHIP

The State Children’s Health Insurance Program (S-CHIP) helps children in families with
incomes too high for Medicaid eligibility but too low to afford private insurance.
Enrollment in S-CHIP doubled {c; 2 million children in 1999. However, despite this
encouraging trend, millions of children remain eligible but unenrolled in both S-CHIP
and Medicaid. The budget would give states needed tools-to increase coverage. . About
an additional 400,000 uninsured 1chsidren would be covered because of these policies.

The initiative costs about 85.5 szZzon over 10 years.

- BACKGROUND

e The number of children enrolled i in the State Children’s Health Insurance
Program (S-CHIP) has doubled in less than a year. Nearly 2 million children
were covered by S-CHIP between October 1, 1998 and September 30, 1999, a
doubling in enrollrnent from December 1998

o The number of states covering children up to 200 percent of poverty has
increased by more than seven fold. Prior to S-CHIP’s creation, only 4 states
covered childien with family i mcomes up to at least 200 percent of the Federal
poverty level (about $33,000 for a family of 4). Today, 30 states have plans approved
to cover children with incomes up.to at least this level,®

e However, over 4 million ehglble children remain uninsured.”” One study found
that two-thirds of eligible uninsured children are in two-parent fammes 75 percent of
parents of these children work, and only 5 percent receive welfare.”®

¢ Barriers include lack of knoiivledgeof eligibility and ‘co’ﬁxplex application
processes. A survey of parents whose uninsured children are likely to be eligible for
Medicaid found that 58 perceﬁt did not try to enroll their children because they did
not think that their children were eligible and over half (52 percent) said that they
believed that the application process would take too long or believed that the forms.

~are too compllcated (50 percent)

e Uninsured children are Oftel§l in programs like the school lunch program that
can help enroll them. A number of programs, like the school lunch program,
subsidized child care, and Head Start, target the same children who are also eligible
for Medicaid and S-CHIP. A recent study by the Urban Institute found that
approximately 60 percent — almost 4 million — of the uninsured children nationwide
are currently enrolled in school lunch programs.®® However, Federal law prohibits
school lunch programs from sharing enrollment information with Medicaid and does
not allow states to use school lunch eligibility. as a proxy for Medicaid eligibility.
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PROPOSALS ...

/

Allowing School Lunch Program to Share Information with Medicaid ($345

: million over 10 years). This proposal, similar to bipartisan legislation proposed by

Senator Lugar and CongreSS\lvomen Carson, would allow school lunch programs to
share application information with Medicaid staff for the sole purpose of outreach and
enrollment (this is already allowed for S-CHIP).

' Expanding Sites Authorlzed to Enroll Children in S-CHIP and Medlcald ($1.2

billion over 10 years). The Admlnlstranon s proposal expands the Medicaid
“presumptive eligibility” optlon for children by authorizing additional sites for
enrollment including ‘schools. . child care centers, homeless shelters, agencies that
determine eligibility for Med:icaid, TANF, and S-CHIP, and other entities approved
by the Secretary. Presumptive eligibility means that qualified entities, at the states’
discretion, may immediately lenroll potentially eligible children in Medicaid and S-

' CHIP on a temporary basis whlle their applications are formally processed. With the

help of Congresswomen DeGette the law that created the children’s health program
in 1997 included presumptxvle eligibility as an option in S-CHIP and Medicaid.
However, it limited the types of entities that could presumptively enroll children in
Medicaid to Medicaid prov1ders and entities determmmg eligibility for WIC, Head
Start and Child Care & Development Block Grant services. To date, 9 states have
opted to use presumptive ellglblhty for children in Medicaid®" and 12 states for S-
CHIP.** Expanding the sites authorized for this option can help states provide
critical health care services to children pending official enrollment and increases the
likelihood that families complete the application process. More than half (53 percent)
of parents of uninsured but eligible children think that immediate enrollment with
completion of forms later is one of the best ways to encourage enro]lmen’c.3 3

Requiring States to Make thelr Medicaid and S-CHIP Enrollment Equally
Simple ($4 billion over 10 years) Studies confirm that complicated, long
application processes for Med1ca1d and S-CHIP discourage enrollment. While many
states have recognized this and have simplified the process in S-CHIP, not all states
have carried over all of their S CHIP simplification strategies to Medicaid. To ensure
that children do not fall through the cracks in states that have different rules and ,
procedures for Medicaid and'S- CHIP, this proposal would require that states conform
certain Medicaid-eligibility rules and procedures for children to the simplified rules
and procedures used in S-CHIP. If a state, in S-CHIP: (1) does not require an assets
test; (2) uses simplified eligibility requirements and a mail-in application; and (3)
determines eligibility for S-CHIP no more than once a year, it would need to apply -
these same rules and procedures for childrenin Medicaid. Both conforming
Medicaid and S-CHIP and these: specific 51mpllﬁcat1ons are recommended by the

National Governors’ Assomajﬁon as best practices.>* Over 40 states have already
- made Medicaid as simple as S-CHIP.* B
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ESTABLISHING A MEDICARE BUY-IN OPTION AND MAKING IT MORE
AFFORDABLE THROUGH A TAX CREI)IT o

People ages 35 to 65 are at gﬁeqter risk of developmg health problems. Recognizing that
this age group is also the fastest growing group of uninsured, the President has called on
Congress to pass legislation that allows. certain people ages 55 to 65 to buy into.
Medicare. The proposal also would require employers who drop previously -promised -

. retiree coverage to allow-early retirees with limited alternatives to have access to
COBRA continuation coverage uintzl they reach age 65 and qualify for Medicare. T his
year, to make the policy more affora’abfe the Clinton-Gore Administration proposes a tax
credit, equal to 25 percent of thepremium, for participants in the Medicare buy-in.
Coupled with the tax credit for COBRA (described later), this policy will address borh
access to and the affordability of health insurance for this vulnerable group. The

Medzcare buy-in plus the tax crea’tt Jor this buy-m cost about $5.4 billion over 1 0 years.

BACKGROUND
- » - Fastest growing niumber ofi;uninsured‘.‘Between 1997 and 1998, the proportion of

‘ people dges 55 to 65 who are uninsured increased from 14.3 to 15.0 percent — about
five times the rate increase fe'r the general population. All of this increase occurred

. among people with incomes above poverty, with a dramatic increase for those with
income between 300 and 400 percent of poverty (between $33,000 and $44,000 fora’

couple) — from 10.2 to 14.6 ﬂercent 36

e Less access to employer—based coverage " The major reason for the increase in the
uninsured-in this age group is their lower access to employer- based insurance. In
71998, 66 percent of people ages 55 to 64 had employer-based insurance compared to
75 percent of people ages 45 }to 5537 Some lose their employer-based health
insurance when their spouse becomes eligible for Medicare. Many lose coverage
because they lose their jobs due to company down3121ng or plant closings. ‘Still others

lose i insurance when their em‘pioyer drops retiree health coverage unexpectedly

“e  Greater reliance on 1nd1v1dual insurance. Because of a weaker connection to-the
workplace, a dlsproportlonate percent of people ages 55 to 65 rely on individual
insurance. However, the nature of individual insurance makes it easier to avoid
people likely - to have health problems In addition to being subject to age rating, a
health condition can trigger hlgher rates, exclusion of certain benefits coverage, or.
denial of coverage.”® People| ages 60 to 64 are nearly three times more likely to’ report
fair to poor health as those ages 35 to 44. Their probability of experiencing health
problems such as heart dlsease emphysema, heart attack stroke-and cancer is double
that of people ages 45 to 54 :

o Problems will get worse w1¢h demographic'chahges. As the Baby Boom
_generation enters its 50s, the proportion of people ages 55 to 65 is expected to
increase from 21 to 30'million by 2005 and to 35 million by 2010 — to 12 percent of
the U.S. population, over a 50 percent increase. “" Even if the uninsured. rate.
remained the same, the proportion of uninsured in this age group would climb. One
study projects that the uninsured rate for people ages 55 to 65 WIH rise even faster

given the dechne in access to ‘private insurance for this group
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PROPOSALS

Providing a New 25 Percent Tax Credit for New Options for People Ages 55 to
65. This year, for the first time, the President will propose a 25 percent tax credit for
people ehglble for the buy-inl It helps make the original option — which already is
more affordable than alternatives in the individual insurance market — even more
attractive to people with limited income. In addition, people participating in the
extended COBRA coverage would be eligible for the new COBRA tax credit
(described later). This tax credit has the advantage of encouraging greater
participation in these options [for people ages 55 to 65 which could, in turn, reduce the
premium costs for these programs over time since new participants are likely to be
healthier. It would not, howéver be large enough to encourage firms to drop their
early retiree coverage or individuals to retire earlier.

! .
This policy builds on the three-pronged initiative advocated by the President, the Vice

- President and the Democra‘uc| Congressional leadership (Daschle, Gephardt,

Moynihan, Rangell Dingell, Fockefeller Stark, Brown), described below

Enabling Americans Ages 62 to 65 to Buy Into Medicare. People ages 62 to 65
who do not have access to employer-based insurance would have a one-time option to
buy into Medicare. The prerﬁium they would pay would be divided into two parts.
First, participants would pay a base premium of about $300 per month — the average
cost of insuring Americans this age range. Second, participants would pay an
additional monthly payment, lestimated at $10 to $20, for each year that they buy into
the Medicare program. This premium, to be paid once participants enter Medicare at
age 65, covers the extra costs of sicker participants. This two part “payment plan”
enables these older Americans to buy into Medicare at a more affordable premium,
while ensuring that the ﬁnanéing for the buy-in option is sustainable in the long run.

Allowing Displaced Workers Ages 55 to 65 to Buy Into Medicare. Workers who
have involuntarily lost their jg")bs and their health care coverage would be eligible for
a similar Medicare buy-in option. Such.workers have a harder time finding new jobs:
only 52 percent are reemployfé:d compared to over 70 percent of younger workers.
Nearly half of these unemployed, displaced workers who had health insurance remain »
uninsured. Individuals choos:ing this option would pay the entire premium at the time
they receive the benefit without any Medicare “loan,” in order to ensure that
Medicare does not pay excessive up-front costs and partlclpants do not have to make

large payments after they turn 65.

Giving Americans Ages 55 and Older Whose Employers Reneged on Providing
Retiree Health Benefits Access to COBRA until Eligible for Medicare. In recent
years, the number of compames offering retiree benefits has declined. Some
companies have ended coverage only for future retirees, but others have dropped
coverage for individuals who! have already retired. This policy provides much-needed
access to affordable health care for these retirees and their dependents whose health
care coverage is eliminated after they have retired. It allows these retirees to buy into
their former employers’ health plan through age 65 by extendmg the availability of
COBRA coverage to these families. Retirees would pay a premium of 125 percent of
the average cost of the emp]oyer s group health insurance.




MAKING COBRA CONTINUATION COVERAGE MORE AFFORDABLE

To improve continuity of health coverage as workers change jobs, the Clinton-Gore
budget includes a 25 percent tax credit for COBRA premiums. COBRA allows workers

|

in Jirms with greater than 20 employees to pay a full premium (102 percent of the

average cost of group health insurance) to buy into their employers’ health plan for up to
18 months after leaving their ]ob] However, fewer than 25 percent of people eligible for
this coverage participate, in part due to cost. This tax credit address the issue of cost to
help reduce the number of Americans who experience a gap in coverage due to job
change. It costs $10.3 billion ove:r 10 years.

BACKGROUND

PROPOSAL

Changing jobs risks losing fiealth insurance. Since most insurance is job based,
changing jobs puts workers and their families at risk of becoming uninsured. One
study found that 58 percent of the two million Americans who lose their health
insurance each month cite a change in employment as the primary reason for losing

“coverage.” About 44 percent of workers with one or more job changes experienced a

gap in health insurance coverlage This is even more pronounced for men, over half
of whom were uninsured for a month or more when they had a job mterruptmn

COBRA continuation coverage provides an important option.. Passed in 1985,
the Consolidated Omnibus Budget Reconciliation Act (COBRA) included a provision
aimed at minimizing the disruption in health insurance due to job change. It allows
workers in firms with greaterjthan 20 employees to pay a full premium (102 percent
of the average cost of group health insurance) to buy into their employers’ health plan
for up to 18 months after lea\%ing their job. On the whole, evidence supports claims
that COBRA decreases the probability that a person between jobs is uninsured,
reduces ;;] ob lock™, and cover}s workers during pre-existing condition waiting

periods. ] '

Participation in COBRA is low, primarily due to cost. Studies suggest that only
20 to 25 percent of COBRA ehglbles purchase this coverage. Although some of
these people had access to msurance through other family members, the primary
reason cited for declining COBRA is its high cost.*’

New Tax Credit To Make COBRA More Affordable. The budget mcludes a25
percent tax credit for COBRA premiums to reduce the number of Americans who
experience a gap in coverage|due to job change. It not only helps workers and
families access insurance but may help employers, since the current tendency for only
people with health problems to participate would be reduced.
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IMPROVING ACCESS TO AFFORDABLE INSURANCE F OR
WORKERS IN SMALL BUSINESSES

Recognizing the problems that small businesses face in oﬂermg their workers insurance,
the President proposes a set of polzczes to harness the purchasing power of large
employers and provide ass*zstance Jor premium payments. It would give small firms that
have not previously offered heakh insurance a tax credit equal fo 20 percent of their
contribution — twice the credit proposed last year -- towards health insurance obtained
through purchasing coalitions. [n addition, tax incentives would be given to foundations
to help pay for start-up costs of these coalitions, and technical assistance would be

provided. Altogether, this znztzazfzve costs $313 million over 10 years.

BACKGROUND {

e Nearly half of uninsured workers are in firms with fewer than 25 employees.
The likelihood of being uninsured is greater for workers in small firms — nearly three
times higher than that of workers in large firms.*

e Small firms are less likely to offer health insurance. The proportion of small
businesses offering health mlsu'rance declined between 1996 and 1998 — from 53 to 49
percent for ﬁrms with3t0 9 workers and from 78 to 71 percent for firms with 10 to
24 workers. ¥’ Businesses blame the high cost of premiums for this problem. Small -
businesses typically pay h1gher premiums for the same benefits and administrative
costs may consume as much|as 40 percent of premium dollars. Trends suggest that
the situation wdl worsen.

e Purchasing coalitions a growing option for small businesses. Although still
relatively unknown, nearly one in 10 businesses with 3 to 9 employees partlclpated in
cooperatives in 1998, and mterest and participation are growing." :
J

PROPOSAL

s Provide a 20 Percent Tax Credit for Employer Contributions. A tax credit equal
to 20 percent of employer contributions toward health premiums would be given to
eligible small businesses. Small businesses with between 3 and 50 employees that
have not offered coverage in the past could receive this credit if they purchase
coverage for their workers tl?arough a qualified coalition. This credit is time-limited.

+ Financial Assistance in Creatmg Coalitions. Start-up costs are a barrier to
developing purchasing coalitions. Yet the current tax provisions for foundations

_makes private foundations reluctant or, in some cases, prohibited from offering grants
for these costs. Under this p'roposal any grant or loan made by a private foundation
to a qualified-small business health purchasing coalition would be treated as a grant
(or loan) made for charitable purposes. This provision is time-limited.

. Techmcal Assnstance in quatlng Coalitions. Since the Federal Employees Health
Benefits Program is a mode% for coalitions, its managers would provide technical -
assistance to coalitions, shanng its administrative experience.
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EXTENDING MEDICAID TO VULNERABLE POPULATIONS

Medicaid has proven to be a critical source of health insuranqé Jor millions of
Americans. However, some vulnerable groups of people — children aging out of
Medicaid and S-CHIP, people leaving welfare for work, and legal immigrants — cannot

or will not be allowed into Medicaid due to current restrictions. The President’s budget
includes several important provisions to remove these barriers.

EXPANDING STATE OPTIONS TO INSURE CHILDREN THROUGH AGE 20

($1.9 billion over 10 years)

About 1.2 mllhon people ages 19 and 20 have low incomes (below 200 percent of
poverty) and are uninsured. 49[ Mostly, this results because they age out of Medlcald

or S-CHIP or no longer quallfy as dependents in their parents’ private plans.

The budget would gives state$ the option to cover people ages 19 and 20 through
Medicaid and S-CHIP. | A

EXTENDING TRANSITIONAL MEDICAID ($4 3 bllllon over 10 years)

- Many people leaving welfare for work take first jobs that do not offer affordable

health insurance.”® As such, tlransmonal Medicaid provides a critical bridge to work.
Created in 1988, transitional Medicaid extends coverage for up to a year for those

' losmg it due to increased earnmgs The 1996 welfare reform bill extended this

provision through 2001. A recent survey found thatnearly half of former welfare

recipients had Medicaid coverlage most likely due to this benefit.’

The budget makes this prov1s1on permanent and 51mphﬁes the state and famlly
requirements to promote em‘oliment

RESTORING STATE OPTIONS TO COVER LEGAL IMMIGRANTS ($6.5. billion

over 10 years)

* Qver the strong objections of the Administration, the 1996 welfare law prohibited
states from providing health m'surance for certain legal immigrants who entered the
U.S. after the enactment of we‘lfare reform. The uninsured rate for peo;:le of Hispanic
origin was 35 percent — over twice the national average of 16 percent.

The President’s budget would 1glve states the option to insure children and prégnant
women in Medicaid and S- CHIP regardless of their date of entry. It would eliminate
the 5-year ban, deeming, and agfﬁdavxt of support provisions. The proposal would -
also require states to provide Medicaid coverage to disabled immigrants who would
be made eligible for SSI by the FY 2001 budget’s SSI restoration proposal.
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BACKGROUND

PROPOSALS !

L4

STRENGTHENING PROGRAMS THAT PROVIDE HEALTH CARE
’ DIRECTLY TO THE UNINSURED

Greater demand. In the absence of a universal health insurance system, public
hospitals, clinics, and thousands of health care providers give health care of the
millions of uninsured. About 6 percent of all hospitals and 26 percent of safety net
hospitals annual costs are estunated to be uncompensated, and 2,500 commumty
health center sxtes serve an estlmated 4 million uninsured.* ‘

‘r

Fewer resources. Desplte arising need, reductmns in government spendmg and

aggressive cost cutting by private insurers has left 1ess money in the health care
system to address these needs ~

Increasing Funding for Increasing Access to Health Care for the Uninsured (At .
least $1 billion over 10 years, +$100 million for FY 2001). Last year, the President
and Secretary Shalala proposled an historic new grant program to support community
providers of services to the aninsured. The Congress funded an initial $25 million

investment for this program. | This year, the Administration proposes funding this

 initiative-at $125 million, a.$100 million increase over 2000. This represents a down
‘payment on the its proposal to invest $1 billion over 5 year. The Administration will

also aggressively pursue an authonzatlon to ensure that the program is estabhshed as

“a core element of the health care safety net.

°  Providing new services to the uninsured. These grants will allow providers to
deliver the full range of pfrimary care services to the uninsured, rather than
treating only the most emergent problems. Currently, many uninsured individuals
do not have access to prirhary care, mental health, and substance abuse services.

©  Preserving access to critical tertiary care services. These funds will help
support large public hospitals, that often are the only source for trauma care, burn
units, neonatal intensive care units, and other specialized services that are critical
to all of the residents in a{service area. If these institutions succumb to the burden
of uncompensated care costs, both the insured and uninsured residents of the .
service area will be forced to seek these essential health care services elsewhere.
. I . ) . .
°  Holding providers accountable for health outcomes. These grants will help .
Jocal providers develop the financial, 1nf0rrnat10n and telecommunication
- systems that are necessary to appropriately’ monitor and manage patient needs.
" This will improve the efﬁc1ency and effectiveness of service delivery within the
safety net, permlttmg more clients to be served with ex1st1ng resources.

Investing in Community Health Centers (+$50. million for FY 2001). The budget
proposes an increase of $50 rlnillion to support and enhance the network of
community health centers that serve millions of low-income and uninsured
Americans — for total fundmg of over $1. 069 billion in FY 2001

|
|
B
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DRAFT 1/17: QUESTIONS AND ANSWERS ON COVERAGE INITIATIVE

POLICY PRIORITIES, BUDGET COSTS AND CHANCES OF ENACTMENT

Q: Why are you proposmg thlS major mitia‘tive now?

AT AThere 1s no ques‘uonmg the Presxdent ] comnntment to expanding health
“insurance coverage. Every time the opportunity to extend affordable coverage to
uninsured Americans has arisen, he has made a proposal to do so. Two years into
the increasingly successful implementation of S-CHIP, with the country’s
growing resources and the booming economy, it makes perfect sense to
implement new option's for individuals without health insurance. -

. Q: How are you paymg for this initiative?-Are.you‘ i‘éiding the Social Security
© . surplus? B Co

A:  No. This proposal will be fully paid for in the cd'n'text"of a balanced budget.

Q:  Isn’t this a small investment in relation to the problem of the uninsured?
This investment is clearlya signiﬁcant investment and is one of the largest
initiatives in the budget. While the investment is less than-what some are

advocating for in the Pres1dent1al election, it certainly lays the foundation for
addmonal enhancements at a later tlme . C

- Qe What are the chanees Of this initiative’s passing?

Similar to the S-CHIP pro}posal, which received broad bipartisan support, we
believe this initiative has an excellent chance of becoming law this year. If the
Congress is serious about responding to the needs of the American public, we

have great confidence that they will come back motivated to get the job done.




LINK TO PRESIDENTIAL CAMPAIGN

Q:

Isn’t the introduction of this proposal timed specnf’ cally to help Vice
President Gore in his Presidential campaign?

The Vice President has m?de a Valuable‘contribution to the health care debate.
We are simply tapping into some of his ideas because they are thoughtfully
constructed policies and have great potential .for success. The timing of this
policy announcement occurs around the release of our budget, just like other

major initiatives in this yéar’s budget. We would have unveiled this initiative at
this time of year regardless of whether or not it was an election year.

Why isn’t the Vice Presndent’s entire health care proposal mcluded in your
budget? :

Much of the Vice President’s initiative is clearly integrated into the President’s
policy. Its inclusion represents the President’s belief that this is sound policy that
merits Congressional applroval Provisions in our proposal that do not exactly
mirror the VP’s initiative or don’t go as far as his proposal does simply represents

~ the Administration’s vision on health care for the FY 2001 budget. As the

President has made clear from the beginning, he believes the Vice President has

exhibited extraordinary léadershlp on this issue.

What is the difference between the Vice President’s proposal and the
proposal in the Presndenf’s FY 2001 budget?

The Vice President has additional children’s health insurance initiatives including
the expansion of S-CHIP up to 250 percent of poverty and a requirement that all
states offer parents with incomes over 250 percent of the.poverty level the option
to buy into Medicaid and %CHIP programs. He also advocates for an individual
refundable tax credit of 25 percent for those without employer sponsored . '
coverage. These are thoughtful proposals worthy of sérious consideration, but we
chose not to include them'in this initiative. Unlike the longer-range policy
considerations of a Presmentlal campaign, the FY 2001 budget is focused on
those policies that we believe have the best chance of passing the Congress this
year. Should the Congresls have interest in some of the additional proposals the
Vice President is promotmg, we would clearly be open to discussing those as

well. |

Isn’t this proposal ank,iiﬁplicit rejection of Sena'tor'Bradley’s proposal?

We’re not going to engagie on the positive or negative elements of Senator
Bradley’s or any other candidate’s proposal. This proposal has been designed in
an attempt to reach across party lines to pass a long overdue coverage expansion

in this session of Congresls in the final year of the Clinton: Administration.




So far, the Republicans have not engaged to any significant degree in the
debate over expanding health care coverage. How do you believe the
unveiling of this initiative will 1mpact on the Republican Presndentlal
primary?

We believe it is notable that the Repubhcan pres1dent1al candidates, with the
p0551ble exception of Senator McCain, have not made health care a focus of their
campaigns. We do believe, however, that there is potential for Republican interest’

in targeted health care expansions on Capitol Hill and we hope that the

President’s unveiling of h1s health care coverage initiative will spur interest in this
issue in both the Congress and in the Presidential election. This issue is too
important to ignore. It is interesting to note, however, that the Republican
candidates are now advocatmg for a strong, enforceable, Patients Bill of Rights
such as the Norwood- Dmgell legislation. Perhaps this interest can translate into
broader support for coverage initiatives as well.

Have you stopped supporting universal coverage? Is thls a repudiation of
previous policy prlormes"

The President believes tha!t expanding high quality, affordable coverage to all
Americans should be the goal of any Administration. It has become clear,
however, that other approaches need to be considered to achieve the level of ,
consensus necessary to pass legislation in Congress. We had two options after the
Health Security Act. We could ignore the problem, do nothing, and assume that
no consensus could be reached, or we could take a targeted step by step approach.
We have chosen the latter; and believe our proposal will successfully extend

* coverage to millions of uninsured Americans, building on our previous successes

such as S-CHIP.

ACCELERATING ENROLLMENT IN MEDICAID AND CHIP

Q:

Doesn’t the fact that you have to spend more money covering children i in this
year’s budget exphcntly validate that the original S-CHIP legislation was
flawed and that you’re just throwing good money after bad to address the
situation?

Absolutely not. The program has already enrolled two million children, and
proposals included to help states accelerate enrollment of children are simply
additional tools to make their job easier. We believe they will ensure even greater
success of the programs than we’ve seen in recent months and enable states to
more quickly tap into theit S-CHIP allotments.

5
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- FAMILYCARE

Q:

the Vice President’s?

Are you eliminating the §S—CHIP program and replacing it with something
new? Isn’t the philosophy of this proposal closer to Senator Bradley’s than

No. This proposal does not eliminate S-CHIP; it simply builds upon it to provide
another option for workin}g families, called FamilyCare. FamilyCare allows states
to take advantage of the flexibility of. S-CHIP to create a seamless system of
health insurance coverage for uninsured working families. This proposal, since it
builds on the success of S-CHIP and Medicaid, is very similar to the proposal put
forth by the Vice President — targeted but extremely bold proposals that dedicate
unprecedented amounts of the surplus to expanding coverage and have real
potential to build the typeiof consensus necessary to pass bipartisan legislation on
health care. {

Won’t this new proposal dlstract states from the original goal of S- CHIP - to
cover uninsured chlldren" :

Quite the contrary. Studies have shown that uninsured children are more likely to
become insured when the whole family has access to new coverage options.
Moreover, this proposal continues the current financial incentives that states have
to expand coverage to umnsured children, and actually provides states with an
additional incentive to expand coverage to children, as they will not be ableto
access the enhanced matchmg rate for parents until they have covered children up
to 200 percent of the poverty level. This helps explain why the National
Governor’s Association supports the creation of an additional family coverage
optlon built on the S-CHIP program.

By many accounts, S-CHIP has not been a particularly successful program.
Why are you putting new funds into expanding a program that just doesn’t
work? :

We diSagree. Now that all| 50 states have their programs up and running, we are

seeing a steady rise in enrollment rates nationwide. In fact, the program’s

enrollment doubled in less than a year, serving two million children as of October
1,1999. Since the enactm:ent of S-CHIP, we’ve also seen a sevenfold increase in
the number of states (from;‘ 4 to thirty) who have expanded their eligibility levels
to 200 percent of the poverty level. Since the creation of S-CHIP, the NGA and

other state advocates havelcalled for additional flexibility to be able to cover

. families under S-CHIP. This proposal will provide them with the necessary

flexibility to provide a seamless system of health insufance coverage to families.




Isn’t your failsafe trigger'mech’anism just a fancy way of saying “unfunded
state mandate”? ' ‘ : '

First, we don’t believe that there w111 be many — if-any — states who w1l] not take

advantage of the new optlon to extend coverage to families. However, to ensure
that all states will eventually establish a basic level of coverage for parents with
incomes at or below the péverty line ($16, 700 for famlhes) it was necessary to
have a failsafe mechanism.

It is important to point out however, that thls policy is very different than the
approach the Federal government took in the late 1980s when 1mplement1ng state
Medicaid mandates. Those were immediate or phased-in mandates, giving little
or no opportunity for Voluhtary mechanisms to work. These mandates did not
provide for enhanced match as we are proposing, to further support states
choosing to expand. ; .

The Vice President’s proposal doesn’t include a requirement for states to
expand coverage to parents below 100 percent of the poverty line. This
sounds like [the Presideni:’s proposal is actually intrusive and involves more
government regulation] or [the President’s proposal is actually bolder than
the Vice President’s].

The Vice President’s proposal assumes that all states will take up this option to
expand family coverage within the first five years of the program. Ifitis -
necessary to have a failsafe trigger in 2006, it is our understanding that he
supports this provision.

- Isn’t the requirement for states to cover children up to 200 percent of FPL
before they can cover parents an implicit admission that the voluntary
nature of the S-CHIP program failed? Isn’t that why you’ve also included a
new mandate to cover parents by 2006?

By most accounts, S-CHIP is becoming a major success. Every state in the
country has taken advantage of this new option, and 30 states have expanded
coverage to children with family incomes up to 200 percent of the poverty level.

- The reason for this prerequisite is to maintain the blpartlsan agreement that our
first priority is to insure chlldren Given our experience in S-CHIP and the strong
state support for expandmg}s -CHIP to parents, it is extremely. likely that the vast
majority of states — if not all — w1ll take this new option, maklng the fallsafe ‘
trigger unnecessary. :




Doesn’t this policy continue this Administration’s long-standing policy of
punishing states that have done a good job of expanding coverage to low-
income people and rewa‘rdmg states that have not done anything to help this
population? 3

Absolutely not. The FamilyCare program is designed to create consistent national
incentives for states to expand coverage beyond what is required. ’

First, all states will recelve enhanced match for any coverage expansion they
implement under F amﬂyCare Second, in- 2006, even those states who have
expanded coverage beforelthe FamilyCare program was implemented will receive
enhanced match for covermg families with incomes above poverty.

In 2006, when states like Min.nesota and Vermont will be able to access
enhanced match to fund programs that have been running for years, won’t
you just be wasting Federal funds?

The structure of this new ﬁolicy will ensure that those states who have
consistently worked to expand coverage to low income workers will receive the
similar financial support from the Federal government as those states expanding

for the first time under this[ policy.

| | : |
Won’t this new coverage option encourage low-wage workers to drop the
health insurance coverage they have for a free government plan? Won’t
employers drop the health i insurance they currently offer, sxmply trading
private sector funds for taxpayer dollars"
\
First, very few low income: families have access to employer sponsored health
insurance, and our éxperiex}ce with S-CHIP to date demonstrates that crowd-out is
not a big problem. Second,|we give states the option in FamilyCare to supplement
 employer policies that contribute more than half the cost of the policy so there is
less incentive for those who do have coverage to drop This, coupled with S-
CHIP policies to prevent Sllletltutl()n should minimize the effect of existing

crowd-out.

What about [msert pohcy detail]? Will the current requirements in S-CHIP
apply to the new FamllyCare program" 4

Under FamilyCare, states would use the same systems and follow most of the
same rules as they do in Medicaid and S-CHIP. We are willing to work with the
states and the Congress to ensure that the mechanics of the FamilyCare program
provide the flexibility néce§sary for states to run the programs efficiently while

ensuring the delivery of high quahty affordable health care with comprehensive
benefits.




, MEDICARE BUY-IN

Q:

Why do you keep proposing the Medicare buy-ih when it is clear that it the
‘Republcian Congress will never pass it?

We believe that members|of Congress will begin to recognize that adults aged 55
to 65 are the fastest growing population of the uninsured in America. As they
consider this fact within the context of our new proposal to make providing
coverage to this population even more affordable within the context of a tax
credit, we believe the proposal has the potential to receive broader bipartisan
support. This is the right policy for one of the nation’s most vulnerable
populations, and we makej: no apologies for continuing to push for it.

| .
The Clinton Administration keeps saying that the Medicare program is in
trouble, and that’s why Congress needs to act on the President’s reform plan.
If the program is in so niuch trouble, why are you proposing to expand it?

This proposal does not hu}rt the Trust Fund. Participants pay a full premium for
coverage; the cost of the proposal is primarily due to the temporary costs of a
lower premium up-front, Whlch beneficiaries pay off over time. :

Why aren tyou makmg[thls tax credit refundable? Wouldn’t that be more
fair to low income taxpayers? )

Many elderly and near-elderly individuals with no income tax liability have no
reason to file a tax return under current law. Making the Medicare buy-in tax
credit refundable would entail bringing many new filers into the tax system,
placing significant burdens on both the recipients, who would have to file a return
only to obtain the new tax credit, and the IRS, who would have to process many
more returns. But we are Every concerned about the health insurance needs of low-

* income early retirees, and we welcome the opportunity to explore with Congress

alternative, less burdensome means of providing assistance to this population.

SMALL BUSINESS PURCHASING COALITIONS

Q:

Why do ybu continue to push this proposal at the same time that you have
consistently opposed HealthMarts, a Republican proposal that does

essentially the same thing? /

- The President believes that we need to work together to find the best way to

provide greater access to affordable insurance for small business, as nearly half of
uninsured workers are in firms with fewer than 25 employees. The President’s
policy makes it much easier for businesses to come together in a manner that does
not detrimentally affect the insurance market and segment healthy populations
from unhealthy ones. Because, in essence, the HealthMart approach would
bypass the oversight of state health insurance commissioners, the fear is that it
would have precisely this type of negative impact on the marketplace.
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COBRA EXPANSION

Q:

Q:

Many employers already oppose COBRA, and very few Americans actually .
take advantage of the option. Isn’t this a waste of money? Why are you
expandmg it?

Costs have been named as one of the major reasons why fewer than 25 percent of

 the people eligible do not take advantage of COBRA. One other benefit of this

option is that reducing costs will encourage healthier people to take this option,
and guard against the problem of only 51cker populatlons taking their COBRA
option.

TRANSITIONAL MEDICAID EXPANSION

Aren’t you applying a new Federal mandate to welfare programs with this
provision? Isn’t this just another way to try to control state welfare

" programs?

No. This is an existing statutory provision, created by the Family Support Act of
1988 and reauthorized on a bipartisan basis as part of the 1996 Personal
Responsibility and Work Opportunity Act, that recognizes the importance of

‘Medicaid and other social support programs for families returning to work. This

proposal merely extends this provision permanently.

GiVING STATES NEW OPTIONS TO COVER LEGAL IMMIGRANTS

Q:

A:

. Won’t this new extension of coverage just encourage illegal 1mm1grants to

come to the United States?

First, this policy does not apply to illegal immigrants, who are not eligible for

coverage — except in emergency cases — under the Medicaid program. Second,
lack of insurance is a serious problem for legal immigrants. Forty-three percent
of non-citizens (most of whom are legal immigrants) lack health insurance
coverage. This policy restores important options and social services for
individuals who pay taxes just like all other American citizens that were taken

“away over the Administration’s objections in 1996.



IMPROVING THE EQUITY OF TAX TREATMENT OF HEALTH INSURANCE

Q:

What is the relation of this proposal to the access provisions in the Patients’
Bill of Rights? '

This proposal contrasts starkly with the so called access provisions included in the
Republican Patients Bill of Rights. Unlike those initiatives, the President’s plan
will significantly expand coverage in an extremely efficient manner. In contrast,
the Republican tax initiative.is highly regressive, poorly targeted, and will do little
to expand coverage. It is our hope that those members on both sides of the aisle
will keep their minds open in order to determine the best and most effective
coverage expansion available to the Congress.

How can the tax code be used to expand coverage?

Clearly, we believe that the Administration’s proposals on health care are the best
policies to use to expand insurance coverage. We do not believe that tax ‘
initiatives can be used effectively to expand coverage without at the same time
crowding out employer sponsored coverage — that 1s, reducing coverage for some
workers. '

Do you believe that tax approaches have a role to expand coverage or at least
ensure equity? »

Tax policies, carefully structured and targeted, can be designed to address
inequities and supplement other approaches to expanding health care. In this
year’s budget, we are using the tax code to target the particularly unique

-population to target workers in-between jobs, the near elderly, and workers in

small businesses. Our carefully targeted approach sharply contrasts with large,
ill-designed tax credits that threaten to undermine the current employer based
health insurance market and in some cases, result in coverage loss.



Why are you expanding public programs rather than using a comprehensive
set of tax incentives, an approach which already has broad-based support
among Republicans and growing interest among some Democrats in
Congress? ‘

First, our proposal builds on existing health insurance programs — including
private employer sponsored insurance — to provide new coverage to individuals. It
does include a series of targeted tax incentives to increase access to health care
insurance, including new tax credits for workers in between jobs, the near elderly,
and small businesses and their employees. We are wary, however, of
regressively structured tax deductions or expensive tax credits that are extremely
inéfficient and costly. Most experts believe that such an approach will undermine
the employer market by increasing incentives for firms to drop their current
contributions to health insurance premiums for their workforce. They believe that
such an approach could cause younger and healthier workers to abandon the
employer market, raising premiums for older, sicker workers left behind. Asa
result, untargeted health insurance tax credits could induce firms to drop their
current health insurance coverage, causing some workers to become uninsured.

Isn’t it unfair to disallow a deduction for workers who pay for their own
insurance when workers with employment-based health insurance benefit
from a tax exclusion? .

No. The purpose of health insurance tax incentives is to encourage pooling of
risks, especially in the employment setting. This encourages employers to
sponsor health insurance and allows most workers to receive health insurance at
low cost. Our proposals address specific gaps in that system—workers between
jobs, early retirees, and those who work for firms that are too small to benefit
from large group rates. It would be unfair to undermine the viability of the
system that already provides high quality relatively low-cost health insurance
coverage for the majority of Americans. We look forward to working with
Congress to try to find other approaches to expanding coverage that would build
upon, rather than threaten, the current system.

Why don’t the tax credits for Medicare and COBRA coverage phase out with
income? Doesn’t this mean that people with the highest incomes will receive

the largest benefits?

No. The tax credit is much more progressive than a deduction. It is worth the -
same 25 percent to a family earning $60,000 as to a family earning $600,000.
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HEALTH INSURANCE: BACKGROUND :
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- UNINSURED IN THE UNITED STATES

o About 44.3 million Americans lack health
insurance. This is a 0.9 million increase from | 1%
1997 and about a 5 million increase from 1993.
Although the new Children’s Health Insurance
Program will likely, slow if not reverse the trend, Fh-
the number of uninsured Americans is one of the
few social indicators that has not improved under
the strong Clinton-Gore economy.

W 190 191 196 196 197 198

¢ Risk of being uninsured is higher among the low-income, but the majority of the
“uninsured are middle-class Americans. The likelihood of being uninsured is greater
among the low-income. However, because there are many more Americans with higher
income, these proportions translate into 11.5 million uninsured who are poor, 13.3 million
who are lower-income working class (between 100 and
Proportion of Income Group 200 percent of poverty) and 18.6 million who have income

(% of Poverty) Who Are Uninsured above 200 percent of poverty.
W% 3% '
30%

The reasons why this diverse range of Americans lack
health insurance are complicated, but mostly relate to
access and affordability. Too many people do not have
options like employer-based insurance or state insurance

<100%  100200% 200%+ | Program available to them. Others have such options but
s o e 198 Gt Fopesion ey cannot afford them.

2%
| 10%
0%

CONSEQUENCES OF LACKING HEALTH INSURANCE

o Less likely to receive needed health care. The percent of uninsured adults who did not-

* receive needed medical care in the last year was more than three time that of privately
insured adults (30 versus 7 percent).1 The proportion of uninsured adults who postponed
care was even higher (55 versus 14 percent).” Compared to people with private insurance,
the uninsured are more than twice as likely to have no doctor visits in the past year (adults:
39 percent of uninsured versus 18 percent of privately insured; children: 33 percent of
uninsured versus 16 percent of all insured).” Similarly, over one in four uninsured children.
needed health care (e.g., prescription medicine, needed surgery) but did not get it.4

s More likely to have rely on emergency rooms or have no regular source of care. One-
fourth of the uninsured adults rely on the emergency room or have no.regular source of care,
compared to 6 percent of the privately insured.” Over three times the proportion of uninsured

* children lack a usual source of care as privately insured children (20 versus 6 percent).®

o More likely to suffer adverse health effects and need expensive health care. The
uninsured are 50 to 70 percent more likely to need hospitalization for avoidable hospital
conditions like pneumonia or uncontrolled diabetes than the privately insured.” Children ) o
without health insurance are nearly twice as likely to forego health care for conditions like ‘
asthma (odds of 1.7 to 1) or recurring ear infections (odds of 2.1 to 1).2 o



TARGETED GROUPS OF UNINSURED
' ' Uninsured Children By Income

CHILDREN , S (% of Poverty, Millions)

6.0

;

In 1997, before CHIP took full effect, over 11

million children were uninsured. A large fraction 40
of these children are eligible for Medicaid or will
become eligible for the Children’s Health Insurance

Program, which targets children from working 0.0 ‘ ‘
families. <100% 100-250% 250%+
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Souce: 1998 CPS

About 40 percent of poor children — nearly 5 million -- are uninsured buit not enrolled
in Medicaid. Although some of these children are in states that have not yet fully phased in
their poverty-related coverage, others have parents who do not enroll them because: (a) lack
of awareness of eligibility; (b) belief that work or not receiving welfare disqualifies them; (c)
fear that legal immigrants could be deported if they enroll their children; and (d) comphcated
and burdensome application process.

Even fewer families know that their children may be eligible for CHIP. Created in 1997,
the Children’s Health Insurance Program (CHIP) allows states to cover children in working-
class families, through Medicaid, a separate program, or a combination. States are in varying
. degrees of implementing CHIP, but as of June 1999, well over 1 million children on average
were enrolled in CHIP. .Although this is considerable progress in a short period of time, there
are millions more uninsured but eligible children not yet helped by this program. Some of
the reasons are the same as for Medicaid, but education is an even greater issue in CHIP
since it is new and targets families that typically do not receive such government assistance.

Access problems for children in other, middle-class families. - Another 2 million uninsured
children are in families with income above Medicaid or CHIP eligibility. These children
typically have parents that work in small businesses (over 50 percent have parents working in
firms with fewer than 100 employees) or otherwise lack access to affordable coverage.

States have had varying degrees of success at insuring children. The proportion of
uninsured children ranges from 6.percent in Hawaii and Wisconsin to 24 percent in Texas
and 25 percent in Arizona. This reflects both the different eligibility levels in states, but also
the states’ use of and commitment to aggressive outreach initiatives. (See attached table)

Clinton-Gore efforts to promote enrollment of uninsured children. In addition to
securing $24 billion over 5 years for the children’s health initiative, the Administration
helped implement programs in all states and launched a public-private campaign to raise
awareness of children’s health. This outreach effort includes: mobilizing over 10 Federal
agencies to work on educating families about children’s health insurance (e.g., through . °
school lunch programs, housing projects, IRS walk-in centers); working with the states to
create a new, nationwide hotline — 1-877-Kids Now (1-877-543-7669) — to provide families
with information; and encouraging private sector to run public service announcements, post
information in stores and on products, and participate in local education campaigns.



PARENTS OF CHILDREN ELIGIBLE FOR CHIP AND MEDICAID

Uninsured children almost always have uninsured parents. Over 85 percent of the
parents of uninsured children in families with income below 200 percent of poverty are
themselves uninsured.'® This is nearly 7 million uninsured adults, who often have no
affordable options.

Access to health care may be hurt by mixed family coverage. A recent survey found that
40 percent of families with a mix of members who arg uninsured and covered by Medicaid
(probably their children) experienced barriers to medical care — nearly 4 times the percent of
privately insured families and higher than all-uninsured families.!' This is because families
typically use the same providers when they have the same insurance coverage, 1mprov1ng
continuity of and access to care.

Covering parents would increase enrollment of uninsured children. Families are more
likely to learn about Medicaid and CHIP and to enroll their children in the programs if the
whole family is eligible. This appears to be the case in BadgerCare in Wisconsin, whose
Medicaid waiver combined with CHIP has enabled coverage of the entire family.

PEOPLE AGES 55 TO 65

Fastest growing number of uninsured. The number of uninsured increased from 41.7
million in 1996 to 43.4 million in 1997, a 4 percent increase. The number of uninsured ages
55 to 64 increased from 2.8 million to 3.2 million, a 7 percent increase. Only the number of
uninsured ages 35 to 44 grew as fast.'? :

The number of 55 to 64 year olds will rise rapidly in the next decade — and private
coverage will drop. As the Baby Boom generation enters its 50s, both the number and
proportion of pre-65 year olds will rise. As a result, the number of people between 55 and 64
years old is expected to increase to from 21 to 30 million by 2005 and 35 million by 2010 —
to 12 percent of the U.S. population, over a 50 percent increase.'> One study projects that,
given current trends, the 4percent of people ages 55 to 65 with private insurance will decline
by 4.5 percent by 2005."

Access to individual health insurance is a problem for people ages 55 to 65. People ages
55 to 64 are less likely to be covered by employer-based insurance (64 percent v 69 percent
for people ages 25-54) and twice as llkely to purchase individual insurance (10 percent
versus 5 percent for people ages 25- -54)." Yet, in 38 states where 16 million people ages 55
to 65 (76 percent of this group) live, individual insurance policies can be denied outright.'®

A health condition -- or even the risk of a health condition -- can trigger higher rates,
exclusion of certain benefits coverage, or denial of coverage altogether. For example, having
mild hypertension or emphysema typically increases rates by 25 percent and rheumatoid
arthritis or angina can cause outright denials.'’

People ages 60 to 64 are nearly three times more likély to report fair to poor health as those
ages 35 to 44. The probability of experiencing health problems such as heart disease,
emphysema, heart attack, stroke & cancer is double that of people ages 45 to 54.'8
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PEOPLE WITH DISABILITIES

e Millions of working-age adults have disabilities. About 1 .6 million working-age adults

~ have a disability that leads to functional limitations (i.e., needs help with at least one activity
of daily living). About 14 million working-age adults are disabled usmg a broader definition
(e.g., uses a wheelchair, or walker; has a developmental dlsablhty)

e The unemployment rate among people with disabilities is staggering. Nearly 75 percent
of people with disabilities are unemployed. Not only is it more difficult for people with
disabilities to work; when they do work, their earnings are lower. According to one study,
the average eammgs for men with disabilities are 15 to 30 percent below those of men

- without dlsabllmes 20 ‘

e Multiple barriers to work. People with disabilities face a number of challenges, including:

- Lack of adequate health insurance. In most places in the U.S., people with health
problems can be charged high premiums by private insurance companies or denied
coverage altogether. Those who are insured may not be covered for some of their needs,
such as personal assistance. Medicaid covers these services, but eligibility is generally
restricted to people who cannot work. Thus, there is little incentive to return to work.

- Higher costs of work. People with disabilities not only face lower than average wages,
but typically pay more to get to and from work and to function at work. Thus, for some,
returning to work may decrease rather than increase their savings.

- Disconnected employment service system: A variety of vocational rehabilitation,
educational, training and health programs exist to facilitate work for people w1th
disabilities, but they rarely work together ina coordlnated way.

PEOPLE IN SMALL BUSINESSES Uninsured Rate By Firm Size
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e Nearly half of uninsured workers are in firms with
fewer than 25 employees. The likelihood of being
uninsured is.greater for workers in small firms ~ nearlzy
three times higher than that of workers in large firms.

' . : <0 0w At 1 L
e Fewer small firms offer health insurance — and the 2:0 9;’ ‘(3;0 sgn ’{:n

number is declining. The number-one reason cited was s EDRL

the high cost of premiums. Small businesses typically pay hlgher premiums for benefits, and
administrative costs may consume as much as 40 percent of premium dollars.”? Despite the
fact that three-fourths of the new jobs created by the strong economy are in small businesses,
the proportion offering health insurance declined from 59 to 54 percent between 1996 and
1998 alone. In addition, eligibility for such coverage has become more restricted.??

» Purchasing coalitions are a small but growing option for small businesses. 'Although still
relatively unknown, nearly one in 10 businesses with 3 to 9 employees particigated in
cooperatives in 1998, and it appears that interest and participation is growing.
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THE UNINSURED IN AMERICA

Most of 44 million uninsured work or are in working families. Three-fourths of
the uninsured work or are in working families. Although the uninsured rate remains
highest among the poor (33 percent), it has been growing faster for the middle class.
All income groups experienced increases in the uninsured rate since 1993, but the
increase was 50 percent higher for the middle class than that of the poor.'

Access to health insurance can be a major barrier. Employer-based insurance is
the predominant form of health insurance. In 1996, about 82 percent of workers had
access to it. However, 45 percent of low-wage workers and about one-third of
workers in small business do not have access to group insurance.” The private-sector
alternative, individual insurance, is frequently inaccessible, particularly for older and
less healthy people. In addition, Medicaid, the State Children’s Health Insurance
Program, and Medicare have state and Federal rules which limit who can enroll.

For others, affordability of health insurance remains the biggest barrier. Health
insurance premiums for employer-based coverage in 1999 averaged $2,300 for an
individual and $5,700 for a family — with the workers’ share being $420 and $1,740
respectively. > People purchasing coverage in the individual insurance market not
only lack employer contributions but usually face higher premiums due to higher
administrative costs and, if ill or older, medical underwriting and age rating.

CONSEQUENCES OF LACKING HEALTH INSURANCE. Compared to people
with insurance, those without insurance are likely to:

Forego needed health care. The percent of uninsured adults who did not receive
needed,medical care is more than three time that of privately insured adults (30 versus
7 percent). The proportion of uninsured adults who postponed care is even higher
(55 versus 14 percent) Over one in four unmsured children need health care (e g,
prescription medzcme surgery) but do not get it.®

Suffer adverse health effects and need expensive health care. The uninsured are
50 to 70 percent more likely to need hospitalization for avoidable hospital conditions .
like pneumonia or uncontrolled diabetes than the privately insured.” Children without
health insurance are nearly twice as likely to forego health care for conditions like
asthma or recurring ear infections.®

Rely on emergency rooms or have no i'egular source of care. One-fourth of the
uninsured adults rely on the emergency room or have no regular source of care,
compared to 6 percent of the privately insured.” The proportion of uninsured chlldren
lacking a usual source of care is 3 times that of privately insured (20 v. 6 percent).'”



OVERVIEW OF THE INITIATIVE. The Clinton-Gore Administration’s budget
invests over $110 billion over 10 years in a multi-faceted health coverage initiative. It

- would expand coverage to at least 5 million uninsured Americans'' and expand access to
millions more through its four-pronged approach of:

L

IL

II.

PROVIDING A NEW, AFFORDABLE HEALTH INSURANCE OPTION FOR
FAMILIES ($76 billion over 10 years, about 4 million uninsured covered). The s
budget proposal would build on S-CHIP to pay higher Federal matching payments to
states for covering parents as well as their children. In the new “FamilyCare”
program, parents would be enrolled in the same health plan as their children, and
states could help families afford job-based insurance. ‘

ACCELERATING ENROLLMENT OF UNINSURED CHILDREN ELIGIBLE
FOR MEDICAID AND S-CHIP ($5.5 billion over 10 years, an additional
400,000 uninsured children covered). States would be given new outreach tools:

°  Allowing School Lunch Programs to Share Information with Medicaid for Outreach
($345 million over 10 years)

°  Expanding Sites Authorized to Enroll Children in S-CHIP and Medicaid, Including
Schools, Child Care Referral Centers, and Other Sites ($1.2 billion over 10 years)

°  Requiring States to Make their Medicaid and S-CHIP Enrollment Equally Simple (e.g.,
No Assets Tests, Mail-In Applications) ($4.0 billion over 10 years)

EXPANDING HEALTH INSURANCE OPTIONS FOR AMERICANS
FACING UNIQUE BARRIERS TO COVERAGE ($28.7 billion over 10 years,
about 600,000 million uninsured people covered). Some Americans like older
people, workers in job transitions, and workers in small businesses, have limited
health insurance options. This initiative broadens Medicare and Medicaid options
and makes private insurance more accessible through tax incentives by:

© Establishing a Medicare Buy-In Option and Making It More Affordable Through a 25
Percent Tax Credit ($5.4 billion for both buy-in and credit over 10 years)

¢ Making COBRA Continuation Coverage More Affordable ($10.3 billion over 10 years)

°  Improving Access to Affordable Insurance for Workers in Small Businesses through
Health Insurance Purchasing Coalitions ($313 million over 10 years)

°  Expanding State Options to Insure Children Through Age 20 ($1.9 billion over 10 yéars)‘
° Extending Transitional Medicaid (34.3 billion over 10 years)

°  Restoring State Options to Insure Legal Immigrants ($6.5 billion over 10 years)

IV. STRENGTHENING PROGRAMS THAT PROVIDE HEALTH CARE

DIRECTLY TO THE UNINSURED. (At least $1 billion over 10 years). The
budget expands a new program that coordinates and expands systems that increase
access to health care for the uninsured and invests in community health centers.
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PROVIDING A NEW, AFFORDABLE

HEALTH INSURANCE OPTION FOR FAMILIES

Over 80 percent of parents of uninsured children with incomes below 200 percent of
poverty (about §33,000 for a family of four) are themselves uninsured. Recognizing that’
Sfamily coverage not only helps a large proportion of the nation’s uninsured adults but
increases the enrollment of children, the Vice President, National Governors’
Association, consumer advocates and insurers have called for expanding S-CHIP to

cover parents. The Administration’s proposal does this by building on S-CHIP to

provide higher Federal matching payments for states to insure parents through the same

health plan as their children.

insure an estimated 4 million uninsured people when fully
implemented.

BACKGROUND

Most uninsured children are in families with uninsured
parents. Over 80 percent of parents of uninsured children with
income below 200 percent of poverty (about $33 000 for a
family of four) are themselves uninsured.'?

Nearly two-thirds of uninsured parents — 6.5 million -- have
children who are in Medicaid and S-CHIP eligibility range
(income below 200 percent of poverty). This represents about
one in seven of the uninsured in the U.S."

Medicaid eligibility limits are much. lower for parents than
their children. While all states cover poor children and many
states cover children up to 200 percent of poverty, only 13
states cover parents at or above the poverty level.'"* The
median upper eligibility limit for parents in Medicaid is about
60 percent of poverty. In 32 states, uninsured parents who
work full time at minimum wages jobs are not eligible for

‘Medicaid because their incomes are too high.'” S-CHIP does

'

not include an explicit authority to cover parents.

Many low-income families decline employer-based

.insurance, primarily due to cost. About 20 percent of all

uninsured people have access to employer-sponsored insurance.
Families with lower incomes are especially likely to turn down
such coverage and remain uninsured. Three-fourths of these
uninsured people cite cost as the major barrier. The amount

‘that low-wage families pay for the employee share of premiums

is, on average, over 50 percent higher for a family with a
worker earning less than $7 per hour than those with a worker
earning over $15 per hour.’

“FamilyCare” costs §76 billion over 10 years and will

UPPER ELIGIBILITY INMEDICAID/ SCHIP (14)

CHILOREN ~ PARENTS
{Percent of Poverty)
ALABANA 200 2
ALASKA 200 83
ARIZONA 200 51
ARKANGAS 200 22
CALIFORNIA 250 100
COLORADO 185 45
CONNECTICUT 300 185
DELAWARE 200 108
e ‘ 200 200
FLORIDA 00 34
GEORGIA 200 45
HAWAL 185 100
IDAHO 150 B
ILLINGIS 133 52
INDIANA 150 3
IOMA 185 93
KANSAS 200 43
KENTUCKY 200 54
LOUISIANA 150 23
MAINE 185 108
MARYLAND 200 %
MASSACHUSETTS 200 133
MICHIGAN 200 48
MINNESCTA 280 275
MISSISSIPAI 133 .40
MISSOURI 300 100
MONTANA 150 73
NEBRASKA 185 a3
NEVADA 200 %0
| NEWHAMPSHRE 300 60
NEW JERSEY 350 a7
NEWMEXICO 235 e
NEWYORK 182 59
NORTH CAROLINA 200 5%
NORTH DAKOTA 100 74
OHIO 150 85
OKLAHOMA 185 37
OREGON 170 100
PENNSYLVANIA 200 71
RHOCE ISLAND 300 193
SOUTH CAROLINA 150 58
SOUTH DAKOTA 140 70
TENNESSEE 200 &7
TEXAS 200 32
UTAH 200 58
VERNONT 300 158
VIRGINIA 185 13
WASHINGTON 250 %
WESTVIRGINIA 150 30
WISCONSIN 185 185
WYOMING 133 69




Covering parents would increase enrollment of uninsured children. Families are

more likely to learn about Medicaid and S-CHIP and to enroll their children in the
programs if the whole family is eligible. As such, the NGA and policy experts
believe that this option would reduce the number of uninsured children as well as
parents.'” Wisconsin, Minnesota and Vermont are among the states using Medicaid
state plan options or 1115 demonstrations to achieve this effect.

Cost-effective way to expand coverage. A recent study compared the effectiveness
of covering uninsured adults through a refundable tax credit for group or individual

‘insurance and expanding S-CHIP. It found that S-CHIP would much more efficiently

expand coverage to the uninsured than a tax credit. The study found that the tax
credit would subsidize 5 already-insured people for every smgle newly insured person
at a total cost 6 times higher than that of the S-CHIP proposal.'®

Widesi)read‘support. The concept of extending S-CHIP to parents is one of the few
ideas for expanding coverage that is supported by a broad range of groups. The
National Governors’ Association supported expanding S-CHIP to cover parents in its

- 1999 policy resolutions, arguing that “CHIP is a promising vehicle to promote the

goal shared by the Governors, Congress, and the Administration — decreasing the
number 'of Americans without health insurance.”"” At a January 13, 2000 conference
to discuss ideas on expanding coverage, Families USA, the Health Insurance -
Association of America, the American Hospital Association, the Catholic Health
Association and the Service Employees International Union all recommend usmg
S-CHIP or a similar model to cover the parents of Medicaid and S-CHIP chlldren

PROPOSAL. The Clinton-Gore Administration would expand S-CHIP to provide
higher Federal matching payments for expanding affordable health insurance to parents
of children eligible for or enrolled in Medlcald and S- CHIP This new “FamilyCare”

- program:

Provides higher Federal matching payments for expanding coverage to parents.
States that raise their eligibility for parents above their Medicaid level as of 1/1/00
would be eligible for the enhanced S-CHIP matching rate for this expansion group.
The S-CHIP matching rate is up to 15 percentage points higher than the regular
Medicaid matching rate. States’ plans for covering parents would only be approved if
they first expand eligibility for children up to 200 percent of poverty (30 states have
already done so*') and do not have waiting lists for S-CHIP. This preserves the
bipartisan commitment made in 1997 to focus funding on children first.

Increases S-CHIP allotments. To ensure adequate funding for parents and their

childien, the current S-CHIP allotments would be increased by $50 billion for 2002

through 2010 and made permanent. The higher Federal matching payments for the

expansion group of parents would generally come from increased S-CHIP state
allotments, called FamilyCare allotments. Allotments are fixed dollar amourits
allocated to each state based on a formula similar to S-CHIP for the higher Federal
matching payments. As in S-CHIP, should the allotment limits be reached, states
expanding through Medicaid may continue to cover parents at the regular Medicaid
matching rate or roll back eligibility while states expanding through non-Medicaid
programs may use state-only funds to continue coverage or limit enrollment.


http:children.2o
http:parents.of

Enrolls parents in the same program as their children. Parents'would be insured
in the same program as their children to promote continuity of care and administrative
simplicity. States would use the same systems and follow most of the same rules as
they do in Medicaid and S-CHIP, and coverage for parents would be overseen by the

same state agency that runs their children’s program. Parents of children eligible for

Medicaid would be enrolled in Medicaid, while parents of children eligible for non-
Medicaid S-CHIP programs would be enrolled in those programs.

Covers lower income parents first. Asin S-CHIP, states would cover lower-income
parents before covering higher-income parents. States could not cover parents at
income eligibility levels above those of children, but could set eligibility limits for
parents lower than that of children. For the first five years, states could set parents’
eligibility limit anywhere between their current minimum levels for parents and their
maximum levels for children. Given states’ enthusiastic response to' S-CHIP and the
NGA support for this option, we expect strong state responses and significant

-expansions to parents under FamilyCare. If, after 5 years, some states have not

expanded coverage of parents to at least 100 percent of poverty (about $16,700 for a
family of four), a fail-safe mechanism would be triggered to require these states to go
to this level of coverage. Thus, by 2006, all poor'parents would be eligible for

coverage like their children are today.

Creates more equitable funding structure. From 2001 to 2005, all enhanced
matching payments for states’ expansion group of parents would come from the
FamilyCare allotment, as would all payments for S-CHIP children. For example, a
state that covered parents to 50 percent of poverty prior to 1/1/00 and then expanded
coverage above that would receive enhanced matching payments drawn from their
allotments for coverage of the newly eligible parents (as well as S-CHIP kids). .
Beginning in 2006, two changes would be made. First, the enhanced Federal
matching payments for parents below poverty would no longer be deducted from the
allotment. States would still receive the enhanced matching payments for poor
parents covered under expansions implemented after 1/1/00, but these payments
would come from uncapped Medicaid funding and would no longer be subtracted
from allotments. Second, all states could receive enhanced matching payments for
covering any parent above the poverty line and any child above the Medicaid
mandatory coverage levels®® — irrespective of when the state expanded coverage.
This ensures that states that have already expanded coverage would be rewarded.

Facilitates employer-based coverage. FamilyCare would also expand the option to
pool allotment funding with employer contributions towards the purchase of private
insurance, which can be a cost-effective way. to expand coverage. States could enable

~ families otherwise eligible for FamilyCare to purchase their employers’ health plan as

long as it meets FamilyCare standards. Under this option, employers would have to
contribute at least half of the family premium cost to discourage them from reducing
or dropping coverage because of this program. In addition, the S-CHIP ¢rowd-out
policies would apply. One study found that over one in five families whose children
were enrolled in the Florida Healthy Kids program previously had access to
employer-based coverage but their parents could not afford the premium so they
remained uninsured.”® This option, supported by states , would help keep such
families in private coverage.

'U\
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"ACCELERATING ENROLLMENT OF UNINSURED
CHILDREN ELIGIBLE FOR MEDICAID AND S-CHIP

The State Children’s Health Insurance Program (S-CHIP) helps children in families with
incomes too high for Medicaid eligibility but too low to afford private insurance.

* Enrollment in S-CHIP doubled to 2 million children in 1999. However, despite this
encouraging trend, millions of children remain eligible but unenrolled in both S-CHIP
and Medicaid The budget would give states needed tools to increase coverage. About
an additional 400,000 uninsured children would be covered because of these policies.

The initiative costs about 85.5 billion over 10 years

BACKGROUND

e The number of children enrolled in the State Children’s Health Insurance
- Program (S-CHIP) has doubled in less than a year. Nearly 2 million children
were covered by S-CHIP between October 1, 1998 and September 30,1999, a
doubling in enrollment from December 1998. 23

e The number of states covering children up to 200 percent of poverty has
increased by more than seven fold. Prior to S-CHIP’s creation, only 4 states
covered children with family incomes up to at least 200 percent of the Federal
poverty level (about $33,000 for a family of 4). Today, 30 states have plans approved
to cover children with incomes up to at least this level. 26 :

e However, over 4 million eligible children remain uninsured.”” One study found
that two-thirds of eligible uninsured children are in two-parent famlhes 75 percent of
parents of these children work, and only 5 percent receive welfare

e Barriers include lack of knowledge of eligibility and complex application
processes. A survey of parents whose uninsured children are likely to be eligible for
Medicaid found that 58 percent did not try to enroll their children because they did
not think that their children were eligible and over half (52 percent) said that they
believed that the application process would take too long or believed that the forms
are too complicated (50 percent)

e Uninsured children are often in programs like the school lunch program that
can help enroll them. A number of programs, like the school lunch program,
‘subsidized child care, and Head Start, target the same children who are also eligible
for Medicaid and S-CHIP. A recent study by the Urban Institute found that
approximately 60 percent — almost 4 million - of the uninsured children nationwide
are currently enrolled in school lunch programs.*® However, Federal law prohibits
school lunch programs from sharing enrollment information with Medicaid and does
not allow states to use school lunch eligibility as a proxy for Medicaid eligibility.
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PROPOSALS .

‘ /

o Allowing School Lunch Program to Share Information with Medicaid ($345
million over 10 years). This proposal, similar to bipartisan legislation proposed by
Senator Lugar and Congresswomen Carson, would allow school lunch programs to
share application information with Medicaid staff for the sole purpose of outreach and
enrollment (this is already allowed for S-CHIP).

¢ Expanding Sites Authorized to Enroll Children in S-CHIP and Medicaid ($1.2
billion over 10 years). The Administration’s proposal expands the Medicaid
“presumptive eligibility” option for children by authorizing additional sites for
enrollment including schools, child care centers, homeless shelters, agencies that
determine eligibility for Medicaid, TANF, and S-CHIP, and other entities approved
by the Secretary. Presumptive eligibility means that qualified entities, at the states’
discretion, may immediately enroll potentially eligible children in Medicaid and S-
CHIP on a temporary basis while their applications are formally processed. With the
help of Congresswomen DeGette, the law that created the children’s health program
in 1997 included presumptive eligibility as an option in S-CHIP and Medicaid.
However, it limited the types of entities that could presumptively enroll children in
Medicaid to Medicaid providers and entities determining eligibility for WIC; Head
Start and Child Care & Development Block Grant services. To date, 9 states have
opted to use presumptive eligibility for children in Medicaid®' and 12 states for S-
CHIP.*> Expanding the sites authorized for this option can help states provide
critical health care services to children pending official enrollment and increases the
likelihood that families complete the application process. More than half (53 percent)-
of parents of uninsured but eligible children think that immediate enrollment with
completion of forms later i$ one of the best ways to encourage enrollment.’ 3

e Requiring States to Make their Medicaid and S-CHIP Enrollment Equally
Simple ($4 billion over 10 years). Studies confirm that complicated, long
application processes for Medicaid and S-CHIP discourage enrollment. While many
states have recognized this and have simplified the process in S-CHIP, not all states
have carried over all of their S-CHIP simplification strategies to Medicaid. To ensure
that children do not fall through the cracks in states that have different rules and
procedures for Medicaid and S-CHIP, this proposal would require that states conform
certain Medicaid eligibility rules and procedures for children to the simplified rules
and procedures used in S-CHIP. If a state, in S-CHIP: (1) does not require an assets
test; (2) uses simplified eligibility requirements and a mail-in application; and-(3)
determines eligibility for S-CHIP no more than once a year, it would need to apply
these same rules and procedures for children in Medicaid. Both conforming
Medicaid and S-CHIP and these specific simplifications are recommended by the
National Governors’ Association as best practices.’ 4 Over 40 states have already
made Medicaid as simple as S-CHIP.*
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" ESTABLISHING A MEDICARE BUY-IN OPTION AND MAKING IT MORE
‘ AFFORDABLE THROUGH A TAX CREDIT

People ages 55 to 65 are at greater risk of developing health problems. Recognizing that

this.age group is also the fastest growing group of uninsured, the President has called on’ =

Congress to pass legislation that allows certain people ages 55 to 65 to buy into
Medicare. The proposal also would require employers who drop previously-promised
retiree coverage to allow early retirees with limited alternatives to have access to
COBRA continuation coverage until they reach age 65 and qualify for Medicare. This
year, to make the policy more affordable, the Clinton-Gore Administration proposes a lax
credit, equal to 25 percent of the premium, for participants in the Medicare buy-in.

- Coupled with the tax credit for COBRA (described later), this policy will address both
access to and the affordability of health insurance for this vulnerable group. The
Medicare buy-in plus the tax credit for this buy-in cost about $5.4 billion over 10 years.

BACKGROUND

e Fastest growing number of uninsured. Between 1997 and 1998, the proportion of .
people ages 55 to 65 who are uninsured increased from 14.3 to 15.0 percent — about
five times the rate increase for the general population. All of this increase occurred
among people with incomes above poverty, with a dramatic increase for those with
income between 300 and 400 percent of poverty (between $33,000 and $44,000 for a
couple) — from 10.2 to 14.6 percent. *

e Less access to employer-based coverage. The major reason for the increase in the
uninsured in this age group is their lower access to employer-based insurance. In
1998, 66 percent of people ages 55 to 64 had employer-based insurance compared to
75 percent of people ages 45 to 55.°7 Some lose their employer-based health
insurance when their spouse becomes eligible for Medicare. Many lose coverage
because they lose their jobs due to company downsizing or plant closings. Still others
lose insurance when their employer drops retiree health coverage unexpectedly

e Greater reliance on individual insurance. Because of a weaker connection to the

workplace, a disproportionate percent of people ages 55 to 65 rely on individual

~ insurance. However, the nature of individual insurance makes it easier to avoid
people likely to have health problems. In addition to being subject to age rating, a
health condition can trigger higher rates, exclusion of certain benefits coverage, or
denial of coverage.®® People ages 60 to 64 are nearly three tithes more likely to report
fair to poor health as those ages 35 to 44. Their probability of experiencing health
problems such as heart disease, emphysema, heart attack, stroke and cancer is double
that of people ages 45 to 54

¢ Problems will get worse with demographic changes. As the Baby Boom
generatxon enters its 50s, the proportion of people ages 55 to 65 is expected to.
increase from 21 to 30 million by 2005 and to 35 million by 2010 — to 12 percent of
the U.S. population, over a 50 percent increase. " Even if the uninsured rate
remained the same, the proportion of uninsured in this age group would climb. One
study projects that the uninsured rate for people ages 55 to 65 will rise even faster
given the decline in access to private insurance for this group.*!
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PROPOSALS

~ early retiree coverage or 1nd1v1duals to retire earlier.

Providing a New 25 Percent Tax Credit for New Options for People Ages 55 to

- 65. This year, for the first time, the President will propose a 25 percent tax credit for

people eligible for the buy-in. It helps make the original option — which already is
more affordable than alternatives in the individual insurance market — even more

“attractive to people with limited income. In addition, people participating in the

extended COBRA coverage would be eligible for the new COBRA tax credit
(described later). This tax credit has the advantage of encouraging greater
participation in-these options for people ages 55 to 65 which could, in turn, reduce the
premium costs for these programs over time since new participants are likely to be
healthier. It would not, however, be large enough to encourage firms to drop their

-

This policy builds on the three-pronged initiative advocated by the President, the Vice
President and the Democratic Congressional leadership (Daschle, Gephardt,
Moynihan, Rangell, Dingell, Rockefcl]er, Stark, Brown), described below.

Enabling Americans Ages 62 to 65 to Buy Into Medicare. People ages 62 to 65
who do not have access to employer-based insurance would have a one-time option to
buy into Medicare. The premium they would pay would be divided into two parts.
First, participants would pay a base premium of about $300 per month — the average
cost of insuring Americans this age range. Second, participants would pay an
additional monthly payment, estimated at $10 to $20, for each year that they buy into
the Medicare program. This premium, to be paid once participants enter Medicare at

. age 65, covers the extra costs of sickerparticipants. This two part “payment plan”

enables these OIder Americans to buy into Medicare at a more affordable premium,
while ensuring that the financing for the buy-in option is sustainable in the long run.

Allowing Displaced Workers Ages 55 to 65 to Buy Into Medicare. Workers who
have involuntarily lost their jobs and their health care coverage would be eligible for

" a similar Medicare buy-in option. Such workers have a harder time finding new jobs:

only 52 percent are reemployed compared to over 70 percent of younger workers.
Nearly half of these unemployed, displaced workers who had health insurance remain
uninsured. Individuals choosing this option would pay the entire premium at the time

" they receive the benefit without any Medicare “loan,” in order to ensure that

Medicare does not pay excessive up-front costs and part1c1pants do not have to make
large payments after they turn 65.

Giving Americans Ages 55 and Older Whose Employers Reneged on Providing

 Retiree Health Benefits Access to COBRA until Eligible for Medicare. In recent

years, the number of companies offering retiree benefits has declined. Some
companies have ended coverage only for future retirees, but others have dropped
coverage for individuals who have already retired. This policy provides much-needed
access to affordable health care for these retirees and their dependents whose health
care coverage- is eliminated after they have retired. It allows these retirees to buy into
their former employers’ héalth plan through age 65 by extending the availability of
COBRA coverage to these families. Retirees would pay a premium of 125 percent of
the average cost of the employer’s group health insurance.



MAKING COBRA CONTINUATION COVERAGE MORE AFFORDABLE

To improve continuity of health coverage as workers change jobs, the Clinton-Gore
budget includes a 25 percent tax credit for COBRA premiums. COBRA allows workers
in firms with greater than 20 employees to pay a full premium (102 percent of the
average cost of group health insurance) to buy into their employers " health plan for up to
.. 18 months after leaving their job. However, fewer than 25 percent of people eligible for
this coverage participate, in part due to cost. This tax credit address the issue of cost to
help reduce the number of Americans who experience a gap in coverage a’ue to ]ob
change. It costs §10.3 billion over 10 years.

BACKGROUND

Changing jobs risks losing health insurance. Since most insurance is ]ob based, .
changing jobs puts workers and their families at risk of becoming uninsured. One
study found that 58 percent of the two million Americans who lose their health |
insurance each month cite a change in employment as the primary reason for losing
coverage.*> About 44 percent of workers with one or more job changes experienced a
gap in health insurance coverage. This is even more pronounced for men, over half
of whom were uninsured for a month or more when they had a job intern.q:;tion.43

COBRA continuation coverage provides an important option. Passed in 1985,
the Consolidated Omnibus Budget Reconciliation Act (COBRA) included a provision
aimed at minimizing the disruption in health insurance due to job change. It allows
workers in firms with greater than 20 employees to pay a full premium (102 percent
of the average cost of group health insurance) to buy into their employers’ health plan
for up to 18 months after leaving their job. On the whole, evidence supports claims
that COBRA decreases the probability that a person between jobs is uninsured, -
reduces 4]ob lock™, and covers workers during pre-existing cond1t10n waltmg '
periods.*

Participation in COBRA is low, primarily due to cost. Studies suggest that only
20 to 25 percent of COBRA eligibles purchase this coverage. Although some of
these people had access to insurance through other famlly members, the primary
reason cited for declining COBRA is its high cost.”® »

PROPOSAL

New Tax Credit To Make COBRA More Affordable. The budget includes a 25 -
percent tax credit for COBRA premiums to reduce the number of Americans who

© experience a gap in coverage due to job change. It not only helps workers and

families access insurance but may help employers, since the current tendency for only
people with health problems to participate would be reduced.



IMPROVING ACCESS TO AFFORDABLE INSURANCE FOR
WORKERS IN SMALL BUSINESSES

Recognizing the problemv that small businesses face in offering l‘het}’ workers insurance, -
the President proposes a set of policies to harness the purchasing power of large ‘

. employers and provide assistance for premium payments. It would give small firms that .

have not previously offered health insurance a tax credit equal to 20 percent of their
contribution — twice the credit proposed last year -- towards health insurance obtained

through purchasing coalitions. In addition, tax incentives would be given to foundations
to help pay for start-up costs of these coalitions, and technical assistance would be '

provided. Altogether, this initiative costs $313 million over 10 yeaifs.‘

BACKGROUND

'Nearly half of uninsured workers are in firms with fewer than 25 employeés .
The likelihood of being uninsured is greater for workers in small firms — nearly three

times hlgher than that of workers in large firms. .

Small firms are less likely to offer health insurance. The proportion of small

businesses offering health insurance declined between 1996 and 1998 — from 53 to 49

percent for hrms with 3 to 9 workers and from 78 to 71 percent for firms with 10 to
24 workers. *’ Businesses blame the high cost of premiums for this problem. Small
businesses typically pay higher premiums for the same benefits and administrative
costs may consume as much as 40 percent of premmm dollars. Trends suggest that -
the situation will worsen.

‘Purchasing coalitions a growing option for small businesses. Although still

relatively unknown, nearly one in 10 businesses with 3 to 9 employees partwlpated in
cooperatives in 1998, and mterest and part1c1pat10n are growmg

‘PROPOSAL :

Provide a 20 Percent Tax Credit for Employer Contributions. A tax credit equal
to 20 percent of employer contributions toward health premiums would be given to
eligible small businesses. Small businesses with betwéen 3 and 50 employees that
have not offered coverage in the past could receive this credit if they purchase
coverage for their workers through a qualified coalition. This credit is time-limited.

Financial Assistance in Creating Coalitions. Start-up costs are a barrier to
developing purchasing coalitions. Yet the current tax provisions for foundations
makes private foundations reluctant or, in some cases, prohibited from offering grants
for these costs. Under this proposal, any grant or loan made by a private foundation
to a qualified small business health purchasing coalition would be treated as a gram
(or loan) made for chantable purposes. This prov1s10n is time-limited.

Technical Assistance in Creating Coalitions. Since the.Federal Emplqyees Health
Benefits Program is a model. for coalitions, its managers would provide technical

assistance to coalitions, sharing its administrative experience.

11
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EXTENDING MEDICAID TO VULNERABLE POPULATIONS

Medicaid has proven to be a critical source of health insurance for millions of
Americans. However, some vulnerable groups of people — children aging out of
Medicaid and S-CHIP, people leaving welfare for work, and legal immigrants — cannot
or will not be allowed into Medicaid due to current restrictions. The President’s budget
includes several important provisions to remove these barriers,

EXPANDING STATE OPTIONS TO INSURE CHILDREN THROUGH AGE 20
($1.9 billion over 10 years) :

About 1.2 million people ages 19 and 20 have low incomes (below 200 percent of
poverty) and are uninsured.” Mostly, this results because they age out of Medicaid
or S-CHIP or no longer qualify as dependents in their parents’ private plans. -

The budget would gives states the option to cover people ages 19 and 20 through ~
Medicaid and S-CHIP.

'EXTENDING TRANSITIONAL MEDICAID ($4.3 billion over 10 years)

Many people leavmg welfare for work take first jobs that do not offer affordable
health insurance.’® As such, transitional Medicaid provides a critical bridge to work.
Created in 1988, transitional Medicaid extends coverage for up to a year for those -
losing it due to increased earnings.” The 1996 welfare reform bill extended this
provision through 2001. A recent survey found that nearly half of former welfare
recipients had Medicaid coverage, most likely due to this benefit.”’ »

The budget makes this provision permanent and simplifies the state and family
requirements to promote enrollment

RESTORING STATE OPTIONS TO COVER LEGAL IMMIGRANTS ($6.5 blllwn ‘
over 10 years)

Over the strong objections of the Administration, the 1996 welfare law prohibited
states from providing health insurance for certain legal immigrants who entered the -
U.S. after the enactment of welfare reform. The uninsured rate for peogle of Hispanic
origin was 35 percent — over twice the national average of 16 percent.’

The President’s budget would give states the option to insure children and pregnant
women in Medicaid and S-CHIP regardless of their date of entry. It would eliminate
the 5-year ban, deeming, and -affidavit of support provisions. The proposal would
also require states to provide Medicaid coverage to disabled immigrants who would
be made ellglble for SSI by the FY 2001 budget s SSI restoration proposal
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STRENGTHENING PROGRAMS THAT PROVIDE HEALTH CARE
DIRECTLY TO THE UNINSURED

BACKGROUND

Greater demand. In the absence of a universal health insurance system, public
hospitals, clinics, and thousands of health care providers give health care of the
millions of uninsured. About 6 percent of all hospitals and 26 percent of safety net
hospitals annual costs are estimated to be uncompensated, and 2,500 community
health center sites serve an estlmated 4 million uninsured.*

Fewer resources. Despite a rising need, reductions in government spending and
aggressive cost cutting by private insurers has left less money in the health care
system to address these needs.

PROPOSALS

Increasing Funding for Increasing Access to Health Care for the Uninsured (At
least $1 billion over 10 years, +$100 million for FY 2001). Last year, the President
and Secretary Shalala proposed an historic new grant program to support community
providers of services to the uninsured. The Congress funded an initial $25 million
investment for this program. This year, the Administration proposes funding this
initiative at $125 million, a $100 million increase over 2000. This represents a down
payment on the its proposal to invest $1 billion over 5 year. The Administration will
also aggressively pursue an authorization to ensure that the program 1s established as
a core element of the hea]th care safety net.

"°  Providing new services to the uninsured. These grants will allow providers to

deliver the full range of primary care services to the uninsured, rather than
treating only the most emergent problems. Currently, many uninsured individuals
-do not have access to primary care, mental health, and substance abuse services.

°  Preserving access to critical tertiary care services. These funds will help
support large public hospitals, that often are the only source for trauma care, burn
units, neonatal intensive care units, and other specialized services that are critical
to all of the residents in a service area. If these institutions succumb to the burden
of uncompensated care costs, both the insured and uninsured residents of the
service area will be forced to seek these essential health care services elsewhere.

° Holding providers accountable for health outcomes. These grants W111 help-
local providers develop the financial, information, and telecommunication
‘systems that are necessary to appropriately monitor and manage patient needs.
This will improve the efficiency and effectiveness of service delivery within the
safety net, permitting more clients to be served with existing resources.

Investing in Community Health Centers (+$50 million for FY 2001). The budget
proposes an increase of $50 million to support and enhance the network of
community health centers that serve millions of low-income and uninsured
Americans — for total funding of over $1.069 billion in FY 2001.
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Fdr Immediate Release ) January 19, 2000

PRESS BRIEFING
. . BY ‘
SENIOR ADMINISTRATION OFFICIALS
ON HEALTH CARE INITIATIVE

. The Briefing Réom
12:24 P.M, EST

MR. SIEWERT: Here'to brief on the President é new health care
initiative are two senior administration officials who shculd be famlllar
to all of you. I'll let them start.

. SENIOR ADMINISTRATION OFFICIAL: I'd like to be referred to as senlor
official one. We'll be brief, so we can take your questions.

The President’s .announcement today is clearly a critical component of
the President's overall health agenda and the new opportunity agenda that
he will be discussing in his State of the Union. We believe that this is a
cost effective, substantial and politically achievable health care package.

. We believe that it is well designed for coverage, for helping middle class

families deal with the burdens of long-term care, and that it is
politically achievable to pass it this year. . /

We feel that the forces of public opinion and momentum are moving in
the direction of action on health care, on long-term care, on doing more
for coverage for lowexr income families and children. And I think that, as
part cf an overall opportunity agenda it will be seen as a component
ensuring that in this period of prosperity we're ensuring that all
Bmericans are becoming full partners in our prosperity.

Let me turn it over to my colleague to just give yod a quick layout of
our steps. We'll be brief and then we're available for any gquestions you
have.

. SENIOR ADMINISTRATION OFFICIAL: I'll be brief. I think you've seen
the paper. I want to give you a little bit of context and I'll go guickly
to the summary and then we'll just do questions.

-

Clearly, we believe that we have an opportunity this year to get a

, significant health care coverage initiative passed and enacted. There are

many, many issues on health care that there's much greater attention to and

I think much greater support for on Capitol Hill -~ the patients' bill of
rights, long-term care, Medicare prescription drugs. and coverage. And all
of them are part of a larger ~- a plece of larger cloth, a piece of whole

cloth that really needs to be webbed together, but certainly are very, very
doable. And we've had very encouraging discussions with people on all
sides -- very encouraging.

Many of you have written about and talked about the HIAA work, Harry
and Louise coming back for coverage. I think it's interesting that
Families USA on the other side, ‘the consumer advocates, are also very g

supportive of initiatives such as the one the President has unveiled today.

There's really four major components of thekhealth’care initiative.
The first is building on what we now believe is becoming a very .successful
program. That is the so-called CHIP program, the Children's Health
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Insurance Program. That initiative, just this year, doubled enrollment to
2 million. We're geeing a lot of signals that that's increasing more
sxgnlflcantly into the future.

There are barriers to enrollment, ‘which we're going to talk about, but
it certainly is a good base to start from and build on, and we think it has
a very nice private-public 1nteractlon, either -- that have been very, very
successful. o

The parents component initiative that we are unveiling today is
something that is not new. It is something that the Vice President and
other health policy expert's have been advocating in the last year as the
most logical next step for coverage expansions. This initiative will
provide increased funding for states to provide health coverage for
parents. And as they provide coverage for parents and family care
policies, it will have the indirect benefit of picking up children, too.
When you have a family coverage benefit, you have greater incentives to
cover both family and children and we think it will have a double benefit.

That initiative, modeled very carefully after the CHIP program, is $76
billion over 10 years, and would cover about 4 million uhinsured parents
and provide access to more affordable coverage for more.

Secondly, as we discussed last week, we are unveiling -- including in
our health care initiative -- a whole series of provisions designed to
eliminate barriers and enhance enrollment in the Children's Health
Insurance Program. Right now, a number of states cannot do presumptive
eligibility, enrcll kids at schools, at child care centers, at homeless -
centers. We .want to eliminate that barrier, make that an option for the
states to do that. We want to eliminate all sorts of other barriers, as
well, for the Medicaid program and CHIP programs to finish the job of
covering the children and our goal of up to 5 million kids.-

Thirdly, we have a whole host of initiatives designed to address the
Americans who have very unique barriers to accessing coverage. As the
President indicated earlier today, the most rapidly increasing number of
uninsured, in terms of ‘rate of uninsured in this country, are seniors, near
elderly, 55 to 65-years-olds. They're facing the greatest challenge is
finding affordable health coverage.

And as you know, we've been advocating this Medicare buy-in proposal.
Now, what we're trying to do is address some of the issues of affordability
by superimposing upon that a new tax credit, a 25-percent tax credit to
significantly reduce the cost of that option. And we believe it will make
it even more attractive, hopefully, to the Congress and also, obviously, to
the public as a whole. '

Secondly, as the President and my colleague have mentioned, in a very,
very successiul economy we also are seeing great transitions between the
work force, from job to job over periods of times. People get laid off
within this economy for periods of time. And if you look at and talk to
the experts about uninsured numbers, they'll tell you that one of the

_biggest numbers that tends to influence the high number of uninsured is

there's a lot of people who are uninsured for a period of time during the
course of the years. These are the so-called workers in between jobs.

This option provides a 25-percent tax credit for those individuals who
take advantage of the COBRA benefit that currently is available for people
who get laid off, making it affordable and making it able to enjoy that
stop-gap protection. Also it enables them to continue their protection
under the Kennedy-Kassebaum legislation on portability. You do. not want to
have a gap in coverage because you can lose that portability protection

under Kennedy-Kassebaum, and this protection will he;p ensure that does not

occur.

- U ’ . http://www.pub.whitehouse.gov/uri-.../oma.eop.gov.us/2000/1/19/8.text. |
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Just very quickly, a few others. We doubled the tax credit that we
had provided last year for small businesses to form voluntary purchasing
coalitions. We extend coverage options for the Medicaid program to cover
and CHIP to extend coverage to children from age 18, now, through 18 and
20. It's a population that are aging out of these Medicaid and CHIP
programs and frequently don't have access to affordable coverage: And we

. want to give the options to states to extend that.

And we want to extend something called the transitional Medicaid
provisions for people going from welfare to work, so when they do go from
welfare to work, they have the ability to access coverage for up to a year.
That provision is set to expire in 2001, and if we don't extend it, it will
no longer be law. We want to make that a permanent extension. And,
lastly, we want to and will continue to advocate for the restoration of a
Medicaid option for states to cover legal 1mm1grants, a priority for the
President for a number of years.

And then lastly, the fourth prong of this initiative deals with those

providers who are providing .care directly to the uninsured today. They

-« tend to be the public hospitals, the community health centers, the world
health clinic -- these are the entltles who are really are incurring ;
significant burdens as we have more and more uninsured in this country, and
also as reimbursement rates becomes more and more constrained both in the
private sector and the public sectors. And there’'s a real need to have an
investment in that infrastructure,  not just to ensure that they continue to
be able to provide those services for the uninsured, but alsoc so they can
use new technologies to link potential eligible populations of the
uninsured into these programs. There is a real belief, both within the
department and elsewhere, that this is going to be a crltical component
that supplements thlS overall coverage initiative.

So with that, the total package is $llO billion over 10 years. We
anticipate when fully implemented, it will be $5 million to add to our CHIP
goal of, and Medicaid goal, of up to $5 million. We think it will be at
least 10 million people covered if we get this enacted into law. It will be
a high priority-of this administration. We'll work hard to do it, along
with our other health care initiatives we have in this year's budget.

v

So, with that, I'11 turn it back to my colleague and any other general

questions you may have. : .

Q This would still leave 34 million people uninsured; is that
correct? And what happens to them?

) SENICR ADMINISTRATION OFFICIAL: Well obviously, this administration
did make a major push in the. first term for universal coverage. Since
then, what we have tried to do is expand coverage in the most
cost-effective and realistic way so that we could move incrementally
towards that.goal.

If you look at the people who are uninsured, it makes sense to look at
those in that range of 100 percent to 250 percent of poverty as the ones
who would have the most difficulty buying health insurance on their own.-
The five million that are covered through CHIP, and the additional five
million, this 10 million makes up a fairly substantlal percentage of the
uninsured in the lower income rings.

And so I think that while it covers a substantial chunk of the overall
insured, it's an even greater and more substantial percentage of the
uninsured families who would have the hardest time purchasing health care
on their own. And our hope is that we can move -- continue to move
incrementally in a-way 'that covers as many people as possible.

We should know that .the CHIP parents initiative at $76 billioh would
be a historic achievement. The children's initiative was 548 billion over

3of7 B ’ 1/19/2000 3:44 PM


http:oma.eop.gov
http://www.pub

4 of 7

N
\

10 -- you start putting these together, you are getting again a substantial
chunk of the families who are uninsured who have the hardest time affording
health care on their own. And it's what we think that we can effectively

‘get done this year.

And I think that we want to continue the vision of moving toward
universal coverage; it's something we ultimately believe in. But we also
want to make sure that in our last year, we're doing what we can
practically and tangibly to cover people, because for those .five or 10
million people, that's an extraordinary number of people, and for those
people, this is a huge initiative.

Q Will the President propose using any of fhe budget surpius to pay
for this program? ‘ T ' ,

SENIOR ADMINISTRATION OFFICIAL: This will be proposed as part of an
overall initiative that will deal with Social Security solvency, Medicare

- solvency, and seek to pay off the debt within 15 years. So it will be -~

we are proposing this as we always have as part of an overall
comprehensive, fiscally=-disciplined plan that would pay off our nation's
debt within 15 years. :

I would look at 1997 as a model where, in that balanced.budget
initiative, we had a significant expansion of children's health coverage,
but we did it in the context of a significant deficit reduction package, a

balanced budget package that also had significant improvements for Medicare

solvency. So our model would be to do this together as part of a fiscally
responsible plan that's paying off the debt, as cpposed to different pieces
that, while worthy in themselves, need to be packaged together with
something that we know maintains the fiscal discipline that's been so
important. for our prosperity.

'Q Well, in simple terms, there are no offsets for this, it comes
out of the non-Social Security surplus?

SENIOR ADMINISTRATION OFFICIAL: That is correct.

Q 'The President was kind of joking around about Harry and Louise,
but he was optimistic. Have you looked at the health industry -- what do
they call it -~ the Insure USA Plan -~ which would cost about $50 billion a

year, and do you see anything in there that you can work with them on? Is
there reason for optimism here for compromise?

SENIOR ADMINISTRATION OFFICIAL: I honestly believe it is -- -- this
might be one of those moments in time where you can' get something done.
The conventional wisdom, obviously, in Washington is in an election year
you can't, but if you look at the players who have been involved in health,
care reform over the years who everyone goes to to talk about coverage
expansion and where they all are and whether they're in conflict or not,
just last week 'there was a conference in which the Health Insurance
Association of America ~- Chip Kahn, President and former staff member to
the Republican Ways and Means Committee, as well as Ron Pollack, who is

,head of Families USA, who is the advocate for low-income individuals across

all age groups ~-- united on a number of key issues.

One was if you are going to significantly expand coverage, you should
look at targeted enhanced reform, such as Medicaid expansions or CHIP
enhancements, like the parents policy. I have talked with both of them in
the last 24 hours and they're both very, very excited about this. I think
that they'll say that this is something that is a very important down
payment on moving towards significant expansion of coverage.

‘And, yes, in the context of this year, we think something can get done

because the two groups that have historically been in conflict with one
another are coming together, and it's something we hope to ‘be their

]
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partners. I think'the President was jesting a little bit, but we'll take.
any alliance that we can to expand coverage, and we're feeling very, very
optimistic that something can happen.

Q You don't see, this year, getting bogged down with Republicans
over MSAs? :

SENIOR ADMINISTRATION OFFICIAL: I think that in the context of -- for
example, you have the patient bill of rights legislation today in
conference, and there are access provisions in that. There's tax
deductions, there's MSAs, et cetera. There will be people who have
different views about how to extend coverage, but no one is arguing that
MSAs or tax deductions will significantly pick up coverage.

As Gene mentioned, the most cost-effective approach tc expand coverage
will be proposals such as the one that the Vice President and the President
are advocating. I think that when you have the Health Insurance
Association of America and others, almost all health care experts in this
country validating that point, I think we can turn this thing around.

And remember one other thing: The CHIP proposal was a great
achievement for the President, but it was a bipartisan achievement. It was
Repubillicans and Democrats working together to design a proposal. We're
building on that. And I think with that in mind, the concept of going
beyond that and extending to parents that, sure, that not only parents get
coverage but more children get coverage is something that governors,
Democrats, Republicans can all agree on, and our hope is that that will’
spur this on forward.

SENIOR ADMINISTRATION OFFICIAL: I actually want to just make sure I
clarify the answer to your first question. When we were proposing this, as
I said, we were proposing it as an overall fiscal discipline package that
does deal with debt reduction and Medicare insolvency. Within that overall
context, this initiative would be coming out of the non-Social Security
surplus. But I don't want to suggest that that means one can simply pull
pieces out of ~- that one can pull pleces out of our initiative and deal
with them alone.

In other words, I think that we have always felt that the -- we have
always, when we've talked about first things first, said that first you
have to make sure that you are dealing with the fiscal discipline and
solvency issues, and that in that context, it can be acceptable to use the
non-Social Security surplus for other important issues. That 1s how we are
presenting it. ’

The question of whether or not one could pull something out and just
have it play to the surplus is not one we are -- that is not what we are
proposing. We .are proposing this as part of an overall fiscal discipline
package. :

0 You're saying that if Congress is not willing to put a certain'
amount of the surplus to paying down the debt, you don't want this, either?

SENIOR ADMINISTRATION OFFICIAL: I'm not ~- you know, 'I'm not golng to
try to pose every hypothetical that would come down the pike. I think what
I'm telling you is that what we are proposing and what we will be fighting
for is an overall plan that meets our fiscal discipline. ©One, I think,
could pull out elements of anyone's package, Republicans’ and our package,
and if one did them alone with no fiscal discipline measures, one might
decide that even though those are worthy objectives, that without
commitments to debt reduction or Medicare solvency, it would not be part of
a responsible package.

Q Just one question. I don't know if you have projections for
this, but given that the number of uninsured is rising, what's your
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projection for, if this passed and was fully phased in, what would be the
number of uninsured in 20057

SENIOR ADMINISTRATION OFFICIAL: In all honeéty, I don't have it, but
I will say that the most recent data by CPS and others seems to suggest =
that there is a slowing down of the number of uninsured. I think that we
may be capping out. We still have a huge problem. So to project forward
about what a baseline is, is really almost impossible to do.

Q Republicans have used the minimum wage bill in the past as a
vehicle for access provisions. Given that you have such a focus on this
this year and you want it done this year, you previous have insisted on
clean minimum wage bills. Do you think that that might be legislation that
you could attach to some of those? ‘

SENIOR ADMINISTRATION OFFICIAL: As you said, our view is that with
4.1 percent unemployment, with a preVlOUS dollar minimum wage increase over
two years that had no negative impact on jobs, we do not think that a
modest dollar minimum wage increase over two years with the wage -~ with
the job market as tight as it is now, requires additional packages that, as
you know, often turn into more Christmas trees. So we would continue to
press forward proposing the minimum wage as a clean bill.

Whether or not there could be a construction of tax cuts or

measures that were fiscally responsible and progressive and reasonable that

could be part of an overall package, I don't know. I haven't seen-such a
bill so far.

Q Does the administration support any of the provisions the House
passed -- patients' bill of rights that's now in conference? Does the
administration support any of the Republican access proposals passed by the
House?

SENIOR ADMINISTRATION QOFFICIAL: Historically, we have supported, for
example, the self-employed tax deduction provision. If there's a move
towards accelerating that it would not be something that I could imagine us
opposing at all.

T think where you get to a problem is when you have a tax deduction on
the individual level that's very regressive, that does not cover anyone by
the Joint Committee on Taxation's own numbers, that we think is the best
way to target dollars? The President asked us to find the most
cost-effective way to' most significantly expand coverage. ~This policy that
he's unveiling: today does just that. We've clearly been. on record opposed
to medical savings accounts. We think that we should wait until the

demonstrations have been completed before we expand those things.

But I think this is a time where we want to say that we believe this
year we can get patients' bill of rights done with or without an access
component . But our belief is that we can get an access piece done and it
can complement the patients' bill of rights. You all remember in the
debate on the House side last fall on patients’ bill of rights, many
Republicans said there should be significant expansions to coverage. Well,
if that's really where they are, and I take them at their word, then I
think they'll want to work again to build on a bipartisan team that we
worked on back in 1997. And we hope and expect that will be the case.

e} Do you have a calculation about how much of this is raw, just tax
credits or tax cuts? -

SENTIOR ADMINISTRATION  OFFICIAL: 1In tﬁe package? TIf you want the full
package, then you would need to add the $110 billion - announced today, with
the $26.6 billion that were announced yesterday. I think -- we can do that
for you.

- http://www.pub.whitehouse.gov/uri-.../oma.eop.gov.us/2000/1/19/8 text.

1/19/2000 3:44 PM


http:Ioma.eop.gov
http://www.pub.whitehouse.gov/uri

7of7

o ey

Q ~- the long-term care?
SENIOR ADMINISTRATION OFFICIAL: Yes.

Q No, but of this 35110 billion, this isn't all tax cuts?
SENIOR ADMINISTRATION OFFICIAL: It's about %15 billion or so -- $14

. billion or $15 billion is that, tax cuts, plus the long-term care is $26.6

billion. So you're about $40 billion.

SENIOR ADMINISTRATION' OFFICIAL: The $26.6 billion is the total for
the long-term care tax credit. A portion of that, about a third of that
had been proposed last year. So the total package would be about, then
around $136 billion and I think about $40 billion of that is tax cut. But
we can get that for you more exactly.

Q Are the'pharmaceﬁtical people still coming tomorrow? And are you
optimistic, have you had any private talks prior to this? Is this just

" going to be a getting to know vyou, how do you do? Or i1s this going to get

serlous°

SENIOR ADMINISTRATION OFFICIAL: I have met -- my colleague and I have

had a meeting with Gordon Binder and Mr. Holmer. So we have had a meeting
with them. They came to speak with us and we're very clear that they
wanted to play a constructive role. BAnd we made very clear to them that we
wanted to work with anyone who wanted to be part of the solution. So we
have had discussions with them and we thought they were productive and
hopeful. But we'll still, obviously, have to see as it progresses, but
they're going to come in for further discussion tomorrow with John Podesta.

Q We heard the first one really didn't go ali that well.
SENIOR ADMINISTRATION OFFICIAL: That's not true.

Q What time do they come tomorrow? ‘ -

SENIOR ADMINISTRATION OFFICIAL: I would encourage you to ask them,
specifically. )

Q ' What time are they coming tomorrow? When do they meet with
Podesta tomorrow? , ;

SENICOR ADMINISTRATION OFFICIAL: I don't know., We'll .find out.

Q Since this is an election year, do you think somebody is playlng
politics on Capitol Hill about the health bill?

SENIOR ADMINISTRATION OFFICIAL: I think that election years are
unpredictable, and I think people are very sensitive, maybe more sensitive
to public opinion, public moods. But I think that what's important is that
that can often work in the direction of getting legislation, and I think
people too often make the mistake of thinking in an election year nothlng'
will get done.

I think the sensitivity to public sentiment, particularly in the case
of health care where there is such strong sentiment for action on health
care bill of rights, on prescription drugs, on Medicare solvency and:
coverage, could very well help this be a very legislatively productive
year.

THE PRESS: Thank you.

END ‘ 12:50 P.M. EST
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MED!CAID & SCHIP LEGISLATIVE PROPOSALS: 2001 PRESIDENT'S BUDGET

(Dollars in mﬂllons by fiscal years, negative numbers are savings and positive numbers are casts)

S : , , S-Year Total
" 2001 2002 2003 2004 2005 2001.2005
MEDICAID
SAVlNGS : » _ ‘
Provide Additional Rebate from Generic Drug Manufacturers 35 50 55 . 80 -5 -265
Medicaid Cost Allocation - «260 +304 -576- -586 -336 =2,063
Child Support Enforcoment f -0 25 40 -45 -50 -170
Provide Secretary with New Enforcement Tools : A0 0 ¢ 0 10 -10 T80
Publicize the AMP . o «20 -45 -75 -110 ~180 400
Medicaid Interactions with Madicare : : : 20 =20 20 22 20 . =100
SUDIOHBl, SEVINGS.....oo.ooo.ccercvsctrsrsirser e sisisssisssesssassminneeee ‘ -355 454 -776 831 - 831 Q3048
COSTS: , ‘
Rastore Benefits to lmmlgrant Ch:ldren/Pregnant Women 1 +102 +182 +168 +188 +870
Restore SSI to Qualified Immigrants (5-year ban, no deeming) 0 17 +71 +157 +268 +513
Asthma Initiative . oo +50 - 450 0 0 cN. +100
300% Eligibility Expanzion +5 25 +30 +35 +35 +140
Presumptive Eligibillty A A ' +15 +35 +55 +85 +115 +305
Extend Transitional Medicaid 0 +350 +350 +400 +450 +1,550
" Family Care Initiative L +£00 +1,200  +1,800 +2,800 +3,700 +10,200
"Madicaid and CHIP Age Expansions +114 - +123 +128 +138 +147 +850
Smoking Cessation with Match : +12 +13 +13 +14 414 +66
School Lunch Initiative o +5 +14 +24 38 +38 : +118
Align Medicaid and CHIP Eligibility o +1268 +315 +378 +451 +291 +1,561
Breast Cancer : +15 +30 +45 +55 +75 +220
Interactions Among Medicaid Policies ' «5 +10 +20 +30 +30 +85
Interactions with Madicare Drug Benefit Proposal , [0 g 22119 33,479 2,733 28331
Subtorai COSIS. usvivrnemtirinenssisstesar reversernsesi e ana s v bsssrsss s s sen eneeanises #1018 +2284 +5,285 +7,851 +9,082 425,520
TOTAL MEDICAID IMPACT . +663 _ *1,800  +4,608  +7,020  +8,451 +22,472 |
SCHIP
COSTS:
Restore Medicaid and SCHIP ta Immigrant C-hudren
FamilyCare Initiative
‘Expand SCHIP Etigibility Age to 19 or 20
Align Medicaid and SCHIP Efigibility )
School Lunch Initiative
intaractions Among SCHIP Pulicies
TOTAL SCHIP IMPACT
STATE GRANTS AND DEMONSTRATIONS
Homelessness initlative

02/07/2000
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BACKGROUND

Health Insurance Matters
Uninsured Are More Likely to Postpone or

| ~ Not Receive Needed Care — __,

60% - 55%

50% -

40% | .

- 30%

30% .

20% |

10% -

0%_ N . : :
Insured Uninsured Insured Uninsured
Did Not Receive * Postponed

Needed Medical Care Needed Medical Care

Source: Hoffman C. (Juné 1998). Urinsured in A mevicz: A Chart Bodk. Menlo Park, CA: Henry J. Kaiser Family Foundation. -



Care for the Uninsured Can Be Costly ,

Uninsured Are More Likely to Rely on
Costly E mergency Room Care

35%- Percent of People Relying on Emergency Rooms or with
30%. | No Regular Source of Cargs% |
25%

20%
15%-
10% -
59,

0% | N
Insured ' | . Uninsured

Source: Hoffman C. (Juné 1998). Urérsured in Americz: A Ohart Book. Menlo Park, CA: HenryJ. Kaiser Family Foundation.



Uninsured Are Not Just Poor

~ Most Uninsured Are In Workmg Class Families

E | - Number of Uninsured In Millions By Income |
Millions - (Percent of Federal Poverty Level) o

N 443
39.7 | .‘40.9.

40
30 |
200%+
20 4

100-200%
<100%

10 -

1993

Source: March Current Population Surveys



Principles For Initiative
. Efficiéntly and effectively covers the uninsured

. Bullds on existing public and private opt1ons --
~ 1o new bureaucracies

o Targets funds towards those with greatest need --
lower to moderate income working families



PRE SIDENT’S HEALTH

INSURANCE INITIATIVE

. Provides Affordable Health Insurance Option for Famﬂles

. Accelerates Enrollment of Unmsured Children Ehglble for

Medicaid and S-CHI]

P

. Expands Health Insurance Optlons for Americans Facmg
Unique Bamers to Coverage

. Strengthens Programs that Prowde Health Care Dlrectly to the |

Unmsured

Costs: $110 billion over 10 years. Covers: About 5 million uninsured



Millions of Uninsured Parents Have" Children
Eligible / Enrolled in Medicaid or S-CHIP

Virtually All Low-Income Parents with Uninsured
 Cbhildren Are Themselves Uninsured

Insilrance Status of Parents of Low-Income
Uninsured Children, 1998 | -

Source: March Current Population Survey, 1999 -



1. Providing Affordable Opti‘on for
Uninsured Parents

Provides higher Federal matching payments for expanding to
parents and increases state allotments

Enrolls parents in the s ame program as their children

Facilitates employer-based coverage

After 5-year phase-in, all states, regardless of when they
expanded coverage to parents and children above poverty,
get enhanced match for them. Any states that hiave not |

- reached poverty for parents would be required to do so.

e Costs: $76 billion over 10 years. Covers: About 4 million uninsured 8



A bout 2 million drldven haze beers envolled in S-CHIP, bt nallions
rveruin wrirsured, A bout 4 million wrinsured dhildren are enolled in the
National School Lundy Program:

Children In S-CHIP | Low-Income '

I;Ii]]ion | - . Uninsured Children
5, |

2.0

2.0

151

1.0-

0.5

0.0-

1998 | 1999

Source: HHS Annual Report on S-CHIP Enrollment, 2000. Kenney GM; Hally JM; Ullman F. (2000). Most Urgrssred %m
in Families Served by Gowrroment Programs. Washington, DC: The Urban Institute.



2. Accelerating E nrollment of

Unins ured Chlldren

Allows school lunch programs to share mforrnamon Wlth
Mechcald for outreach

Expands sites authorized to enroll éhildren in S-CHIP and
~ Medicaid (e.g;, schools, child care referral centers)

Requiring states to make Medicaid and S-CHIP enrollment

equa]ly simple (e.g., no assets test, rnajl—in appliéations) |

Costs: $5.5 billion over 10 years. Covers About 400 OOO cthdren on
top of basehne 5 million uninsured chlldren

100



Increase in theRate, of Uninsured
~ People by Age Group, 1996-1998

Uninsured Rate Growing Fastest for People Ages 55 to 65
’ _ - 7.7%
8.0% - -

6.0% -

4.0%]

2.0% A

0.0% |

<18 1834 | 35.54 5565

- 11
- Source: March Current Population Surveys . |



 3a. Medicare Buy-In
-+ Enables Jpeofi:le ages 62 to 65 to buy( into Medicare
Allows "displaced workers ages 55 to 65 to buy into Medicare =

Gives retirees whose employers renege on retiree health
benefits access COBRA until eligible for Medicare

Provides a new 25 percent tax credit for all new options for
people ages 55 to 65 |

-

Costs: $5.2 billion over 10 years. Covers: About 330,000 people

12
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- Job Change Disrupts Health Insurance

- About 44 percent of all workers changing jobs go for at least a

month without coverage

~

Proportion With a Gap in Health Insurance Coverage :

50%-

B 40% -

30%:-

20%-

10%-

0%:-

Continuously Employed Job Interruption

Source: Bennefield RL. (August 1998). Who Loses Corerage and f&rHowLag? Dynamics of Economic Well-Being
1993 to 1995. US. Census Bureau, Department of Commerce, Current Population Reports P70-64.

Health Insurance,

13



3b. Tax Credit for COBRA
Continuation Coverage

e The @moﬁdated Omnibus Budget Reconciliation Act )

(COBRA) allows workers in most firms to paya 102 percent

of the average cost of group health insurance to buy mto
their employers’ health plan for 18 to 36 months

e This proposal provides a 25 percent tax credit towards the
premiums for COBRA continuation coverage

Costs: $10.3 bil‘lion‘ over 10 years. Covers: About 3 million people



Small Businesses Are Less Likely to

Offer Job-Based Insurance

As a result, the proportion of uninsured in small
businesses is over thce the rate in Iarge fzrms

30%-
20%‘ .
0%

0%.

Source: March Current Population Survey, 1999

Rate of Uninsured By Firm Size, 1998

27%

- <25Workers  25-99 Workers  >100 Workers

- 15



3c. Encburaging Small Business
Purchasing Coalitions

Provides small businesses that have not previously offered .

health insurance a 20 percent tax credit for contributions
- toward coverage in small business purchasing coalitions -

Encourages health insurance purchasing coalitions to
develop by making foundation contributions towards start-
up costs charitable for tax purposes |

S

Provides technical assistance in creating coalitions

Costs: $313 million over 10 years

16



Transitions and Health Insurance
Children aging out of their parents’ insurance or Medicaid and
people leaving welfare to work are more likely to be uninsured

Uninsured Rate By Age, 1998 People Without Employer-
| Sponsored Insurance
30% B | 80%; 77
60% -
20%- -
40% -
10%] -
20%
0%- , : 0% | — HEE _— ,
<18 18-24 25-34 AllWor;kers Low-Income Employed

Working Former
Mothers Welfare
Recipients

| 17
Source: March Current Population Survey, 1999; Loprest P. (1999). Fanilies Who Lere Weﬁm WboAm They and HowAre YheyDomg? ‘
Washington, DC: The Urban Institute '



3d New Medlc:ald OpthIlS for People
in Transitions

'+ Expands state option to insure children ages 19 and 20 in |
Medicaid and S-CHIP, since they often become uninsured as
they age out of these programs or their parents’ dependent
coverage | |

« Extends Transitional Medicaid coverage, that provides
temporary insurance for people losing Medicaid due to
INCrease €arnings

Costs: $6.2 billion over 10 years. Covers: About 350,000 uninsured

18



Legal Immigrants are More Likely to
Lack Insurance

Uninsured Rate, 1998
60%- - 53.3%

40%-

20% -

0% | AR R SR : | G
All Americans Foreign-Borm

, - 19
Source: March Current Population Survey, 1999 '



3e. Medicaid and S-CHIP Option to
Insure Legal Immigrants
« Gives states the option to insure children and pregnant

women in Medicaid and S-CHIP, el 1mmatmg the 5-year baﬁ, |
deeming, and affidavit of support prov1310ns |

» Provides Medicaid coverage to legal immigrants who become
disabled after entering the U.S. and receive SSI (a proposal to .
restore SSI coverage is also in the FY 2001 budget)

*  Costs: $6.5 billion over 10 years. Covers: About 250,000 uninsured




4. Strengthening Programs Providing
Health Care Directly to the Uninsured

'+ Increases funding for “Increasing Access to Health Care for
the Uninsured” program by $100 million in FY 2001

- Funds new services for the umnsured and preserves access to critical

care provided by public hospitals

— Invests in financial, information, and telecommunications systems
needed to monitor and improve’outcomes

+ Tnvests an additional $50 mllhon in community health
centers in FY 2001 A

« Costs: About $1 billion over 10 years

- 21
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HEALTH INSURANCE INITIATIVE: SUMMARY FACTS

COST: Over $110 billion over 10 years ($26 billion over 5). Of this, $12 b = tax
COVERAGE: 5 million uninsured when fully implemented, expand access to millions more

L.

II.

L.

Iv.

PROVIDING A NEW, AFFORDABLE HEALTH INSURANCE OPTION FOR
FAMILIES (876 billion over 10 years, about 4 million uninsured covered). ‘

Builds on S-CHIP to pay higher Federal matching payments to states for ccvermg parents
Enrolls parents in same program as children — same systems, no new bureaucracy

80 percent of uninsured children have uninsured .parehts; about 6.5 million uninsured
parents have income < 200 percent FPL

Failsafe: Although we expect all states to S1gn1ﬁcant1y expand coverage, at least all poor -
parents have to be covered by 2006.

[+

o

ACCELERATING ENROLLMENT OF UNINSURED CHILDREN ELIGIBLE FOR

MEDICAID AND CHIP ($5.5 billion over 10 years, extra 400,000 uninsured children).
Allows school lunch programs to share information for outreach ($345 million over 10)

©  Expands sites authorized to enroll children in S-CHIP and Medicaid, including schools,
-child care referral centers, and other sites (presumptive eligibility) ($1.2 billion over 10)

¢ Simplifies enrollment by requiring states to make their Medicaid and S-CHIP the same
(e.g., no assets tests, mail-in applications) (84.0 billion over 10 years) '

EXPAND[NG HEALTH INSURANCE OPTIONS FOR AMERICANS FACING
UNIQUE BARRIERS TO COVERAGE ($28.7 billion over 10, 600,000 uninsured).

°  Medicare Buy-In Option, 25 Percent Tax Credit ($5.4 billion for both ,Medicare = $3.8 b,
tax credit = 1.6 billion). Over 300,000 participants; fastest growing group of uninsured

°  COBRA 25 Percent Tax Credit. ($10.3 billion over 10 years). About 3 million
participants; helps limit gaps in health insurance caused by job changes. COBRA
provides workers in firms > 20 option for 18 to 36 months to buy into group plan at 102
percent of costs for active employee. Only’ about one in four ellglbles participate.

°  Small Business Purchasing Coalitions. ($313 million over 10 years). Both encourages

coalitions to develop (foundation contributions for start-up are made “charitable and
OPM provides technical assistance) and encourages small businesses that do not now
offer coverage to join through 20 percent tax credit for their contribution.
NOTE: Differs from Republican “Health Marts” and “Association Health Plans” since
coalitions remain subject to state benefit mandates and premium rating rules

°  Medicaid / CHIP Options to Insure Children Through Age 20 ($1.9 billion over 10).
Kids aging out of these programs are vulnerable; 1.2 million low-income people ages 19-
20 are uninsured; people ages 18-24 have highest rate of uninsurance: 30 percent .

°  Extends Transitional Medicaid ($4.3 billion over 10 years). Extended in welfare reform,

. expires in 2002. Provides about 1 year of extra Medicaid when leaving welfare for work.

° Restores Legal Immigrants Coverage (%$6.5 bllhon over 10 years). Wel fare reform
~ prohibited states from covering pregnant women and children for first 5 years in U.S.;
does not extend SSI and Medlcald to people developing disabilities after commg to-U.S.

STRENGTHENIN G PROGRAMS THAT PROVIDE HEALTH CARE
DIRECTLY TO THE UNINSURED. (At least $1 billion over 10. . Through 2001
+$100 million community-based program to improve access and +§50 for public clinics



'STRENGTHENING MEDICARE FOR THE 21st CENTURY: SUMMARY

COST: Savings: $70 billion over 10 years
Costs: $160 billion for drugs, $9 billion for other (prevention, buy-in)
NET: About $100 billion over 10 years ‘
Solvency: About $300 billien (all transfers since we are using conventional scoring)

MAKING MEDICARE MORE COMPETITIVE AND EFFICIENT,

Gives traditional Medicare new private purchasing and quality improvement (e.g., competitive
pricing, authority to contract with disease management firms for services; coordinated care models for dual
eligibles) )

Creates the Competitive Defined Benefit program that injects true price competition‘ between traditional
Medicare and managed care plans, making it easier for beneficiaries to make informed choices by moving

~ away from competition based on benefits. Saves money over time for both beneficiaries and the program;

Reduces Medicare spending growth and fraud, ensuring that program growth does not significantly
increase after 2002 and continues the Administration’s fight against waste, fraud and abuse.

MODERNIZING MEDICARE’S BENEFITS.

Voluntary prescription drug benefit that is affordable and available to all beneficiaries.

°  Affordable, decent benefit: $26 / mo in first year (to about $50 in *09); no premiums for low-income;
No deductible, pays for half of expenses up to $5,000 (phased in); provides discounts after limit’

°  Accessible: Option for all - irrespective of location, health status, income, type of plan (managed
care)

° Efficiently Administered: Uses competition to get best discounts for beneficiaries; encourages
employers to continue providing retiree coverage; no price controls

Eliminates preventive services costs sharing: Eliminates deductibles and copays for Medicare
colorectal cancer screening, bone mass measurements, pelvic exams, prostate cancer screening,
mammographies, etc. ' '

Rationalizes cost-sharing requirements by adding a 20 percent copayment for clinical laboratory
services and indexing the Part B deductible for inflation;

Reforms Medigap policies by working to add a new lower-cost option with low copayments and provide

~Medicare beneficiaries easier access to and a better understanding of Medigap policies; and

Includes the President’s Medicare Buy-In proposal which provides an affordable coverage option for
vulnerable Americans between the ages of 55 and 65.

STRENGTHENING MEDICARE’S FINANCING FOR THE 21ST CENTURY. ’

Dedicates over $300 billion to Medicare solvency over 10 years. In addition to slowing Medicare
growth through improved efficiency and competition, the plan would dedicate funds from the on-budget
surplus to the Medicare HI trust fund. These resources will be used to pay down the debt, helping to
prepare the government — and the Nation — to meet the challenge of the retiring baby boomers and rising
health costs.



MEDICARE: BACKGROUND FACTS

PRESCRIPTION DRUGS

About 75 percent of Medicare beneficiaries lack decent, dependable, private-
sector coverage of prescription drug coverage. :

°  Only one-fourth of Medicare beneficiaries have retiree drug coverage, which is

the only meaningful form of private coverage. The proportion of firms offering
" retiree health coverage has declined by 25 percent in the last four years.

°  Qver three-fourths of beneficiaries lack decent, dependable. At least one-third of
Medicare beneficiaries have no drug coverage at all. Another 8 percent purchase
Medigap with drug coverage — but this coverage is frequently expensive,
inaccessible and inadequate for many Medicare beneficiaries. About 17 percent
have coverage through Medicare managed care. Given the projected leveling off
of managed care enrollment and actual declines in the scope of managed care
drug benefits, this source of coverage is unstable. Drug coverage in managed care
can only be assured if it becomes part of Medicare’s basic benefits and is
explicitly paid for in managed care rates. The remaining 17 percent are covered
through Medicaid, Veterans® Affairs and other public programs. '

Millions of beneficiaries have no drug coverage.

° At least 13 million beneficiaries have absolutely no prescription drug coverage.

°  More than half of Medicare beneficiaries without drug coverage are middle class.
Over 50 percent of Medicare beneficiaries without drug coverage have incomes in
excess of 150 percent — an annual income of approximately $17,000 for couples.
This clearly indicates that any prescription drug coverage policy that limits
coverage to below 150 percent of poverty, as some in Congress suggest, will
leave the vast majority of the Medicare population unprotected.

Total prescription drug spending for women on Medicare averages $1,200 -
nearly 20 percent more than that of men. Moreover, like all beneficiaries, about
three-fourths of women have coverage that is inadequate, unstable, and declining. Of
those women without drug coverage, fully 50 percent have income above 150 perccnt
of poverty (about $12,750 for a single, $17,000 for a couple), despite older women’s
lower average i income.

Rural beneficiaries are at particular risk. Although one in four of all Medicare
beneficiaries live in rural areas, over one in three (34 percent) of those lacking drug
coverage live in rural America. In fact, nearly half of all rural beneficiaries lack drug
coverage compared to 34 percent of all beneficiaries. _ .



FINAN CiAL HEALTH OF MEDICARE

t

Improvements in Medicare Trust Fund. When President Clinton took office, the
Medicare Trust Fund was projected to be bankrupt in 1999. Today, its solvency is
projected to last to about 2015 (note: with the BBA givebacks this fall, it is 2104 but
this is not public). And, under his plan to strengthen and modernize Medicare,
solvency would be extended to at least 2025 — the longest penod of solvency in
Medicare’s history.

Last year, for the first time in Medicare’s history, spending declined. This
resulted from a combination of a strong economy and low inflation, vigilant efforts on
reducing Medicare fraud, and legislative and administration actions to effectively
manage this program. Recent success in reducing fraud include:

® Collecting about $500 million in judgments, settlements, and admlmstratwe
impositions in health care fraud cases and proceedings.

°. Excluded nearly 4,000 providers or organizations that have been convicted of
certain health care offenses, lost their licenses, or engaged in other professional
misconduct from participating in Medicare, Medicaid or other federally sponsored
health care programs

® Reduced improper Medicare payments by about $10.6 billion -- a 45 percent drop .
in over the last two years.

FUTURE CHALLENGES

More beneficiaries: Enrollment in Medicare will climb when the baby boom
generation retires -- from 39 to 80 million by 2035 -- from 14 percent to about 22
percent of the population.

Fewer workers: The ratio of workers who support Medicare beneficiaries is expected

-to decline by over 40 percent by 2030 (from 3.6 workers per beneficiary in 2010 to

2.3 in 2030).

. Cost growth will rise: Although Medicare has recently reined in cost growth, as

recent policy changes wear off, it is expected to rise to the level of private health
growth.

Inadequate financing: To significantly extend Medicare solvency, Medicare
spending growth per beneficiary would have to be constrained to less than inflation.



