The final FY99 budget represents a significant step forward for America, protecting the surplus until-
Social Security is reformed, forging a bipartisan agreement on funding the International Monetary Fund,
and putting in place critical investments in education and training, from smaller class sizes to after-school
care, and from summer jobs to college mentoring. While the final budget is clearly a win for President
Clinton, Vice President Gore, and Congressional Democrats, there is still more work to do to prépare
America for the 21st century. Unfortunately, Republicans blocked school modemlzatlon Patients Bill of
Rights, comprehens1ve tobacco leglslatlon child care investments, and campaign ﬁnance reform.

Budget glctonegg

Saving Social Security First. The President’s commitment to Save Social Security First held the
line against several Republican efforts to drain the surplus L

Investing in Education and Training. Whrle House Republlcan tried to slash their education budget
‘by over $2 billion, President Chnton and Congress1ona1 Democrats dehvered on their education agenda: '

v, More High- Quallty Teachers With Smaller Class Sizes: $1 2 billion for the first year of the
- President’s new initiative to hire 100,000 new teachers to reduce class size in the early grades toa
national average of 18. Through smaller classes this initiative will help recruit high-quality
teachers and will insure that students will receive more 1nd1v1dual attention, a solid foundation in
the basics, and greater discipline in the classroom. :

‘v After School Programs: $200 million to expand programs_-and serve a quarter of a million
children. '

¢ Child Literacy: $260 million for a new literacy initiative, consistent with the Pres1dent s America
Reads proposal

v/ College Mentoring for Middle School Children: $121 million for GEAR-UP, a new mentoring
initiative to help up to 100,000 low income middle school children prepare for college.

v Education Technology: A $145 million increase to ensure that every child hasaccess to
‘ computers, the Internet, high-quality educational software, and teachers that can use techno/logy in
the classroom.

v/ Child Care Quallty $182 million to 1mprove the quallty of child care for America's work1ng
. families. .

¢ Teacher Recruitment: $75 million for new teacher quality programs including to recruit and
prepare thousands of teachers to teach in high-poverty areas. .

¢ Head Start: A $313 million increase to fund President’s request of up to an additional 36,000
- slots for children and keeping on track towards one million children served by 2002.

¢ Charter Schools: A 25% increase in fundlng for Charter Schools to keep on track toward 3,000
quality charter schools early in next century

v Hispanic Education Initiative: Increases of $524 m11110n to enhance educatlonal opportunities.
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Pell Grants: The largest maximum award ever for Pell grants -- $3,125 a year per e11g1ble student.

¢ Summer Jobs: $871 million to provide un to 530,000 young people Summer Jobs.



" Investing in a Cleaner Environment. President Clinton won important new investments to combat
" water pollution, protect national parks, natural forests, and other public lands, restore salmon and other k
endangered species, and develop clean energy technologies and defeated many anti-environment riders:

v $1.7 billion for the President’s Clean Water Action Plan.

$325 million to preserve precious lands.
A 23 percent increase to protect threatened endangered specles
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More than $1 b1lhon a2s percent increase, to fight global warming.

Respondmg to the Farm Crisis at Home. The final budget includes about $6 billion in emergency
assistance to farmers, ranchers, and their families -- $1.7 billion over the vetoed agriculture bill.

\And to the Fman(:lal Turmoil Abroad. The final budget mcludes the President’s full ﬁmdmg
request of $17.9 billion for the IMF. ‘

Moving People from Welfare to Work and Empowermg Commumtles. President Clinton
and Vice President Gore are committed to tappmg the potential of America’s urban and rural commumtres
This budget moves forward on their vision to help_revﬂallze America’s communities. -

v Welfare to Work Housing Vouchers: $283 million for 50',000 vouchers.

v/ Access to Jobs: $75 million to hnk people on welfare to jobs. k

¢ Community Development Financial Institutions (CDFI) Fund: A 20% ,exparlsion.
.v’ Empowerment Zones: $60 million in flexible funding. | ’ o

A Strong Research and Development Agenda. The President’s budget included an unprecedented
commitment to key civilian research. The final budget includes many increases in priority areas:

v National Science Foundation: A 7 percent increase in support for science and er_lgineering research.
v National Institutes of Health: A 14 percent, $1.9 billion increase to support greater research on
diabetes, cancer, genenc medicine, and the development of an AIDS vaccine.

v Next Generatlon Internet More than $100 m11110n for a Federal R&D 1n1t1at1ve whrch will connect '
‘ more than 100 universities at speeds that are up to 1,000 times faster than today s Internet.

v Advanced Technology Program: About $70 million for new awards for leadmg—edge civilian ‘
technology prOJects :

Other Highlights:

v EEOC: A $37 million increase to reduce the average time it takes to resolve prrvate sector
complaints and reduce the backlog of cases.

v Fighting Abusive Child Labor: A 10-fold i increase, from $3 million to $30 million, in our
© commitment to the Intematlonal Programme for the Elimination of Child Labor (IPEC).

v Police on the Street: Funding for 17,000 additional Community Oriented Police Services (COPS)
- Program police officers toward the President's goal of 100,000 additional officers by 2000.

v Food Safety Initiative: $75 mllllon to expand food safety research risk assessment capabrlmes
education, surveillance activities, and food import inspections

' HIV/AIDS Prevention and Treatment: An unprecedented over $350 million increase to help
prevent and treat HIV/AIDS, with special efforts to address the nieeds of the minority community.
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" In the waning days of the session, the President and Congressxonal Democrats prevailed in makmg critical
Jinvestments to-advance the President’s comprehensive education agenda -Much work remains for the future -
‘because Republicans in Congress killed, at least for now, critical prinrities including- :

School Modernlzatmn Begmmng with his State of the Union address, the President fought all year
to modernize our schools. His fully paid for tax credits would have leveraged nearly $22 billion in

. bonds to build and renovate schools. In the final days of the budget negotiations, Repubhcans in

Congress refused to even meet on the critical issue of school constructlon

Patients Bill of Rights. Presuient Clinton repeatedly urged the Congress to pass a strong, enforceable
patients’ bill of rights that would assure Americans.the quality health care they need. Congressmnal
Repubhcans kllled this year’s effort to pass a Patients Bill of nghts

Comprehensive Tobacco Legislation. This year, Pres1dent Chnton made passage of legislation to
reduce youth smoking a top priority, in order to stop kids from smoking before they start through a
significant price increase, measures to prevent tobacco companies from marketing to children, and
critical public health prevention and education programs Congressional Republicans opted to act as
politicians instead of parents, and killed tlns year’s effort to pass blpamsan comprehensive tobacco
legislation to reduce youth smokmg

‘ 'Camp_aign?'Fiﬁaxi‘c"e~R‘éform: At the be'gin‘n‘i‘ng‘ of the yeir, the President made passage of bipartisan,

comprehensive campaign finance reform a priority for his Administration. After months of delay, the

- House of Representatives overcame defenders of the status-quo and passed the Shay-Meehan bill.

However the Senate Republicans killed this historic leglslatmn

Child Care Initiative. In his State of the Umon the President prnpesed an historic chlld care
initiative to make child care better, safer and more affordable for America's working families. The
President’s proposal included $7.5 billion over 5 years for child care subsidies for low-income
working families and tax credits to help 3 million working families pay for child care. The
Republicans refused to support these critical investments. - :

Work Incentives Bill for People with Disabilities. At the commemoration of the Americans with ,
Disabilities Act last July, the President endorsed the bipartisan Jeffords-Kennedy bill that enables

‘people with disabilities to go back to work by providing an option to buy into Medicaid and Medicare,

as well as other pro-work initiatives. This bill was on the list of top Administration priorities in the
final budget riegotiations, but rejected by Republicans. The President will continue to fight to give
people with disabilities the opportunity to work --including the critical health insurance that makes
work possible. :

" Speeding Toxic Cleanups. President Clinton called for an additional $650 million -- a 40 percent

increase -- to accelerate Superfund cleanups with a goal of completing a total of 900 cleanups by
2001. The Republican majority refused these funds threatening to delay cleanup at up to 171 sites
across the country. -
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The final FY99 budget represents a significant step forward for America, profecting the surplus until
Social Security is reformed, forging a bipartisan agreement on funding the International Monetary Fund,
and putting in place critical investments in education and training, from smaller class sizes to after-school
care, and from summer jobs to college mentoring. While the final budget is clearly a win for President
Clinton, Vice President Gore, and Congressional Democrats, there is still more work to do to prepare -
America for the 21st century. Unfortunately, Republicans blocked school modemization, Patients Bill of
Rights, comprehensive tobacco legislation, child care investments, and campaign finance reform.

Budget Victories:

‘Saving Social Security First. The President’s commitment to Save Social Security First held the
" line against several Republican efforts to drain the surplus..

Investing in Education and Training. While House Republican tried to slash their education budget
by over $2 billion, President Clinton and Congressional Democrats delivered on their education agenda:

v More High-Quality Teachers With Smaller Class Sizes: $1.2 billion for the first year of the
President’s pew initiative to hire 100,000 new teachers to reduce class size in the early grades to a
national average of 18. Through smaller classes this initiative will help recruit high-quality
teachers and will insure that students will receive more individual attention, a solid foundation in
the basics, and greater discipline in the classroom.

v After School Programs: $200 mlllxon to cxpand programs and serve a quarter of a million
children.

¢  Child Literacy: $260 million for a pew literacy initiative, consistent with the President’s America
Reads proposal. ‘

¢ College Mentoring for Middle School Children: $120 million for GEAR-UP, a pew mentoring
initiative to help up to 100,000 low income middle school children prepare for college.

v Education Technology: A $114 million increase over FY98 to ensure that every child has access -
to computers, the Internet, high-quality educational software, and teachers that can use techno/logy
in the classroom.

¢ Child Care Quality: $182 mxlhon to 1mprove the quality of child care for America's working
families. ,

¢ Teacher Recruitment: $75 ‘million for new teacher quality programs including to rccruit and
- prepare thousands of teachers to teach in high-poverty areas.

¢ Head Start: A $313 million increase to fund President’s request of up to an additional 36,000
slots for children and keeping on track towards one million children served by 2002.

¢ Charter Schools: A 25% increase in funding for Charter Schools to keep on track toward 3,000
‘~ quality charter schools early in next century.

¢ Hispanic Education Initiative: Increases of $524 million to enhance educational opportunities.

A\

Pell Grants: The largest maximum award ever for Pell grants - $3,125 a year per eligible student.
¢ Summer Jobs: $871 million to provide up to 530,000 young people Summer Jobs.



Investing in a Cleaner Environment. President Clinton won important new investments to combat
water pollution, protect national parks, natural forests, and other public lands, restore salmon and other
endangered species, and develop clean energy technologies and defeated many anti-environment riders:

v $1.7 billion for the President’s Clean Water Action Plan.’

¢ $325 million to preserve precious lands.
v A 23 percent increase to protect threatened endangered species.
¢ More than $1 billion, a 26-percent increase, to fight global warming.

o Responding to the Farm Crisis at Home. The final budget includes about $6 billion in emergency
assistance to farmers, ranchers and their families -- $1.7 billion over the vetoed agriculture bill.

And to the Financial Turmml Abroad. The final budget includes the Presrdent s full funding
request of $17.9 billion for the IMF. ‘

Moving People from Welfare to Work and Empowering Communities. President Clinton
and Vice President Gore are committed to tapping the potential of America’s urban and rural communities.
This budget moves forward on their vision to help revitalize America’s communities.

v Welfare to Work Housing Vouchers. $283 million for 50,000 vouchers.

¢ Access to Jobs: $75 million to link people on welfare to jobs. '

v Community Developrnent Financial Tnstitutions (CDFI) Fund: A 20% expansion.
- ¢ Empowerment Zones:l $60 million in flexible funding. | |

A Strong Research and Development Agenda. The President’s budget included an unprecedented
commitment to key civilian research. The final budget includes many increases in priority areas: ‘

¢/ National Science qundation' A 7 percent increase in support for science and engineering research.
¢ National Institutes of Health: A 14 percent, $1.9 billion increase to support greater research on
diabetes, cancer, genetic medrcme and the development of an AIDS vaccine.

¢/ Next Generation Internet: More than $100 million for a Federal R&D initiative which will connect
more than 100 universities at speeds that are up to 1,000 times faster than today’s Internet.

v Advanced Technology Program, About $70. million for new awards for leadmg—edgc CIVlllall
~  technology projects.

Other Highlights:

v - EEOC: A §37 mllhon increase to reduce the average time it takes, to resolve pnvate sector
complaints and reduce the backlog of cases. :

" Fighting Abusive Child Labor: A 10-fold i increase, from $3 million to $30 million, in our
commitment to the hitemational Programme for the Elimination of Child Labor (IPEC).

¢ Police on the Street: Funding for 17,000 additional Community Oriented Police Services (COPS)
Program polxce officers toward the Premdent‘s goal of 100,000 additional officers by 2000.

v Food Safety Initiative: $79 million to expand food safety research, risk assessment capabilities,
education, surveillance activities, and food import inspections

v HIV/AIDS Prevention and Treatment: An unprecedented over $350 million increase to help
prevent and treat HIV/AIDS, with special efforts to address the needs of the minority community.



M ucg Work Still Left to Do:

In the waning days of the session, the President and Congressional Democrats prevailed in making critical
investments to advance the President’s comprehensive education agenda. Much work remains for the future
because Republicans in Congress killed, at least for now, critical priorities, including:

X

School Modernization. Beginning with his State of the Union address, the President fought all year

to modemize our schools. His fully paid for tax credits would have leveraged nearly $22 billion in

‘bonds to build and renovate schools. In the final days of the budget negotiations, chubhcans in

Congress refused to even meet on the critical issue of school construction.

Patients Bill of Rights. President Clinton repeatedly urged the Congress to pass a strong, enforceable
patients’ bill of rights that would assure Americans the quality health care they need. Congressional
Republicans killed this year’s effort to pass a Patient§ Bill of Rights.

Comprehensive Tobacco Legislation. This year, President Clinton made passage of legislation to
reduce youth smoking a top priority, in order to stop kids from smoking before they start through a

~ significant price increase, measures to prevent tobacco companies from marketing to children, and

critical public health prevention and education programs. Congressional Republicans opted to act as :
politicians instead of parents, and killed this year’s effort to pass bipartisan comprehensive tobacco

~ legislation to reduce youth smoking.

Campaign Finance Reform. At the beginning of the year, the President made passage of bipartisan,
comprehensive campaign finance reform a priority for his Administration. After months of delay, the
House of Representatives overcame defenders of the status quo and passed the Shay-Meehan blll
However, the Senate Republicans killed this historic legislation.

Child Care Initiative. In his State of the Union, the President proposed an historic child care
initiative to make child care better, safer and more affordable for America's working families. The
President’s proposal included $7.5 billion over § years for child care subsidies for low-income
working families and tax credits to help 3 million working families pay for child care. The
Republicans refused to support these critical investments.

Work Incentives Bﬂi for People with Disabilities. At the commemoration of the Americans with

Disabilities Act last July, the President endorsed the bipartisan J cﬁ’ords—Kennedy bill that enables
. people with disabilities to go back to work by providing an option to buy into Medicaid and Medicare,
as well as other pro-work initiatives. This bill was on the list of top Administration priorities in the

final budget negotiations, but rej jected by Republicans. The President will continue to fight to give
people with disabilities the opportunity to work --including the critical health insurance that makes

" work possible.

Speeding Toxic Cleanups. President Clinton called for an additional $650 million -- a 40 percent
increase -- to accelerate Superfund cleanups with a goal of completing a total of 900 cleanups by
2001. The Republican majority refused these funds, threatemng to delay cleanup at up to 171 sites
across the country
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Saving Social Security First :

In his State of the Union address, President Clinton asked a basic question -- “what should we - do
with this projected surplus?” -- and gave an historic four-word answer: “Save Social Security First.”
With our fiscal house in order, marked by the first budget surplus in a generation, President Clinton
is determined to seize this unique opportunity to strengthen this most important program for
generations to come. Protecting the surplus is a key step towards enacting Social Security reform.
President Clinton defeated repeated efforts to squander the surplus and, at the end of this Congress,

it remams intact. o

Invests in Education and Training
In the face of House Republican efforts to slash their education budget by more than $2 billion,
President Clinton and Vice President Gore delivered on their education agenda:

EDUCATI ND ] RAINING INITIATIV N FINAL BUDGET AGREEMENT:

v More High-Quality Teachers With Smaller Class Sizes. In his State of the Union address,
President Clinton said, “Tonight, I propose the first-ever national effort to reduce class size in
the early grades. My balanced budget will help to hire 100,000 new teachers.” Throughout
the year, Republicans failed to consider this important initiative. The final budget provides
$1.2 billion for the first year of the President’s new initiative to hire 100,000 new, well-
prepared teachers, to reduce class sizes in the early grades to a national average of 18.

v GEAR-UP: College Mentoring Initiative To Help Up to 100,000 Students Prepare for
College. In his State of the Union address, President Clinton urged Congress “to support our
efforts to enlist colleges and universities to reach out to disadvantaged children, starting in
the 6th grade, so that they can get the guidance and hope they need so they can know that
they, too, will be able to go on to college.” The President proposed $140 million to get this
effort started, but the House appropriations bill denied funding and the Senate provided only
$75 million. The final budget provides $120 million for this new initiative which was
authorized as part of the higher education legislation enacted on October 7th. GEAR-UP
will expand mentoring efforts by States, and provide new grants to partnerships of middle
schools, institutions of higher education, and community organizations, to provide intensive
early intervention services to help prepare up to 100 000 students at hxgh-poverty middle
schools for college. . .

v Child Literacy Initiative to Help Children Read Well By the End of the Third Grade.
In 1996, President Clinton proposed an America Reads Challenge to help three million
children improve their reading skills. In 1997, he insisted that the new initiative be included
as part of the Balanced Budget Agreement. With this budget, he has won the $260 million
that he proposed to help ensure that all children can read well and independently by the end
of third grade. The budget includes the legislation creating a program that is consistent with
the President’s America Reads proposal. The new program will provide competitive grants
to States to (1) improve teachers’ ability to teach reading effectively; (2) promote family
literacy programs to help parents be their child’s first teacher; and (3) 1mprove the quality of
tutoring programs by supporting tutor trammg . _




Youth Opportunity Areas To Help Increase Job Opportunities for 50,000 Youth in High-
Poverty Communities. Authorized in the Workforce Investment Act, President Clinton’s
Youth Opportunity Grants to direct resources to high-poverty areas, including Empowerment
Zones and Enterprise Communities, to provide comprehensive services designed to increase
employment and school completion rates for disadvantaged youth. The President’s FY99
budget included $250 million for this new innovative program. While the House Republican
budget did not fund this critical initiative, the final agreement includes the full $250 million .
request, which will help provide job training and social services to 50,000 youth.

New Learning Anytime, Anywhere Initiative. The President’s FY99 budget included a new
initiative to enhance and promote distance learning opportunities -- learning outside the usual
classroom settings, via computers and other technology -- for all adult learners. The final
budget includes $20 million for.the Education and Labor Departments to implement this new
initiative to demonstrate new high-quality uses of technology for distance learning in post-
secondary education and training, and to help provide more accurate labor market information.

Teacher Recruitment and Preparation — $75 million. On October 7th, President Clinton

signed legislation that had incorporated the President’s Teacher Recruitment and Preparation

proposal. While House Republicans did not fund this important initiative, the final budget
provides $75 million, which will help recruit and prepare thousands of teachers to teach in
high-poverty urban and rural communities and will strengthen teacher preparation programs
across the country. ' . '

Training New Teachers to Use Technology Effectively. President Clinton’s FY99 budget
requested $75 million to train new teachers in how to use technology to improve student
achievement. The House and Senate Republicans denied the request. The ﬁnal agreement
includes the full $75 million the President requested.

Hispanic Education Action Plan To Attack Unacceptably High Drop-Out Rate.
Because the high-school drop-out rate of Hispanics is unacceptably high, President Clinton’s
FY99 budget included the first-ever Hispanic Education Action Plan. As part of this plan,
the President proposed significant increases in Title I funding and a number of other
programs that enhance educational opportunity for Hispanic Americans. The final budget
includes increases of $524 million for these programs; for example, it provides a $301 ‘
million increase for Title I; $600 million for TRIO college preparation programs, an increase
of $70 million over FY 1998, which will provide support services for over 700,000 students;
and $50 million for Bilingual Education Professional Development -- double the FY 1998
level — to begin to provide 20,000 teachers over five years W1th the training they need to

‘teach Limited English Proficient students.

XPANDED K| UCATION AND TRAINING INVESTMENTS:; ;

v
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Expanded After-School Programs To Setve A Quarter of A Million Children. In his

State of the Union address, President Clinton asked Congress to “dramatically expand our

support for after-school programs.” The President and Vice President proposed $200 million
for after-school programs in their FY99 budget. While the House Republican budget did not
fund $140 million of the President’s and Vice President’s request, which would have denied
services to about 175,000 children, the final budget includes full funding for the President’s
and Vice President’s initiative, which will serve a quarter of a million children each year.

| ,
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Expanded Head Start. President Clinton proposed a $313 million increase for Head Start
to add 30,000 to 36,000 new slots for children, continuing on the path to serving one million
children by 2002. The House Republican budget did not provide the President’s increase
and would have denied up to 25,000 children Head Start slots if enacted. The final budget
includes the President’s full increase for Head Start, which is funded at $4.660 billion.

Summer Jobs Protected for Half a Million Youth. While House Republicans attempted to
eliminate the successful Summer Jobs program, President Clinton prevailed with his request
for $871 million in funding, which will finance up to 530, 000 summer jebs for dxsadvantaged
youth.

Expanded Educational Technology - Connecting Our Children to the Future. President
Clinton’s and Vice President Gore’s budget requested $721 million -- a $137 million increase
-- for educational technology to ensure that every child has access to computers, the Internet,
high-quality educational software, and teachers that can use technology effectively in the
classroom. The House Republican denied the President’s and Vice President’s request for a
funding increase, cutting funding $43 million below last year. The final agreement includes
$698 million -- a 20-percent increase over the $584 million funding level in FY98, including
the new $75 million initiative for training new teachers and $10 million for new grants to
public-private partnerships in low-income communities to provide residents access to
computer facilities for educational and employment purposes. Education technology has
always been a top priority for the President and Vice President; since 1993, they have created
the Technology Literacy Challenge Fund and increased overall investments in educational
technology by thirty-fold, from $23 million to $698 million this year. ’

Protected Goals 2000 to Promote High Academic Standards. President Clinton created
Goals 2000 in 1993 to promote high academic standards for all students and proposed a
modest expansion in this year’s budget. While the House Republican budget tried to cut the
program in half, the final budget includes $491 million which will help all 50 States continue

 raise academic standards and help at least 12,000 schools implement innovative and effective
education reforms. ’

Improved Child Care Quality. In his State of the Union, the President proposed an historic
child care initiative to make child care better, safer and more affordable for America’s
working families. While the budget does not include critical investments in subsidies and
tax credits to help working families pay for child care, it does include the PreSIdcnt‘s request
of $182 million to improve the quality of child care. ,

Expanded Work Study To Help Nearly One Million Students Work Thelr Way
Through College. President Clinton’s FY99 budget included a mgmﬁcant expansion of the
Federal Work Study program. The final budget agreement provides $870 million -- a $40
million increase over the FY 1998 level of $830 million -- which will allow nearly one
million students to work their way through college and keeps us on track to the Pre51dent s
goal of one million students in work study by the year 2000.

Expanded Job Training To Help 666,000 Dislocated ‘Workers. President Clinton’s FY99
budget included a significant expansion in the dislocated worker program. While the House
froze job training funds for dislocated workers, the final agreement includes $1.4 billion
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which will help some 666,000 dislocated workers get the training and reemployment services
they need to return to work as quickly as possible. This represents an increase of $55 million-
— to help 27,000 dislocated workers -- compared to FY98. Since 1993, dislocated worker
funding has been expanded by 171 percent -- helping to well more than double the number of
workers served, : : '

Expanded Charter Schools to Promote Creation High-Quality Public Schools.
President Clinton’s FY99 budget included $100 million for Charter Schools to keep us on
track toward the President’s goal of creating 3,000 high-quality public charter schools that
will educate more than half a million students by early in the next century. Charter schools
are public schools started by teachers, parents and communities, that are given flexibility in
decision-making, in exchange for high levels of accountability for results. The final budget
provides $100 million -- the President’s 25-percent increase -- for Charter Schools and will
give parents and students more choice, better schools, and greater accountability for results
in publlc education.

Assistance to Help Over 400,000 More Students in Distressed Communities Learn
Basic Skills. President Clinton proposed a $392 million increase in Title I funding to help
students in high poverty communities receive the extra help they need to master the basics to
reach high academic standards. The House Republican budget proposed a freeze in Title I
funding. The final budget provides a $301 million increase, from $7.375 billion in FY98 to
$7.676 billion in FY99. This funding will support educational services for nearly 11 million
students, over 400,000 more than last year.

Largest Maximum Pell Grant Award Ever. Last year, President Clinton signed into law
the largest one-year increase in Pell Grant scholarships in 20 years. This year, the final
budget provides $7.7 billion for Pell Grants, an increase of $359 million over FY98,
increasing the maximum Pell Grant award from $3,000 to $3,125 -- that’s the largest
maximum award ever, 36-percent higher than it was in 1994. This year, approximately 4
million students will receive Pell Grant awards.

Extends Trade Adjustment Assistance (TAA). President Clinton proposed extending
TAA and NAFTA-TAA in his FY99 budget in order to provide training and income support
to workers adversely impacted by trade. The ﬁnal budget extends these important pro grams
through June 30, 1999. :

Moves Forward On The Environment :

In the final budget, President Clinton won important increases to oombat water pollutlon protect
national parks and other precious lands, restore salmon and other endangered species, and develop
clean energy technologies. At the same time, President Clinton forced Congress to drop special-
interest riders that would have cut roads through wildemness, forced overcutting on our national
forests, crippled wildlife protections, and blocked common-sense actions to address global warming.

v

Clean, Safe Water for America. The final budget provides $1.7 billion -- an additional
$230 million or 16-percent increase from last year -- for the President’s Clean Water Action
Plan, a five-year initiative to help communities and farmers clean up the almost 40 percent of
America’s surveyed waterways still too polluted for fishing and swimming. In addition; the .
budget provides states $2.15 billion in financing for clean water construction projects.



Preserving Precious Lands. An additional $325 million for FY99 -- a $55 million increase
from last year -- through the Land and Water Conservation Fund will be used to acquire
dozens of natural and historic sites around the country, including critical winter range for
Yellowstone bison, New Mexico’s Baca Ranch and the last remaining private stretches of the

Appalachian Trail.

¥

Protecting Endangered Species. The final budget provides an additional $32 million in
FY99 -- a 23-percent increase from last year -- providing funds for protection and recovery
of endangered and threatened species, as well as enhancemeénts for important habitats.
Leading the Fight Against Global Warming. The final budget provides over $1 billion --
a 26-percent increase from last year -- to support research investments that will reduce
greenhouse gas emissions, oil consumption, and energy costs for consumers and businesses
by promoting increased energy efficiency and clean energy technologies.

Defending Our Environment Against Stealth Attacks. President Clinton forced Congress
to drop special-interest riders that would have rolled back hard-won environmental
protections. Anti-environmental language in the budget bills would have:

- Forced overcutting of timber on national forests and accelerated logging of Alaskan
rain forest. ' -

- Allowed intrusive helicopter landings in Alaska wilderness and the first road ever
carved through a designated wilderness area.

- Hindered salmon restoration in the Pacific Northwest, and allowed harmful
commercial fishing in wilderness waters of Glacier Bay National Park.

- Blocked common-sense actions to reduce greenhouse gas emissions, and barred the
Administration from informing the public about the threat of global warming.

- Placed restrictions on the use of brownfields funds that would have denied /
municipalities the funds they need to undertake clean-up at brownfield sites.

Responds to the Farm Crisis at Home... -

v

Emergency Farm Assistance. President Clinton vetoed the Agriculture Appropriations bill
on October 8th “because it fails to address adequately the crisis now gripping our Nation's
farm community.” The final budget includes a significant increase in total emergency
assistance to farmers and ranchers compared to the bill the President vetoed -- about $6
billion in the final budget versus $4.2 billion in the vetoed bill, that’s 40 percent more
assistance than the bill the President vetoed. The final bill increased the amount for crop loss
compensation by;$228 million, and increased the amount for economic loss compensation by
$1.4 billion, bringing the amounts for these to $2.6 billion and about $3 billion, respectively.




-..And to Financial Turmoil Abroad

v Full IMF Funding To Help Address International Financial Crisis. With America’s
fiscal house in order, the United States is now the bulwark of economic stability in the world.
Some other nations around the world, however, are experiencing major economic upheaval,
hurting our exports, farmers, and ranchers. A strong International Monetary Fund is a
stabilizing force in the world economy and is a critical piece of President Clinton's strategy
to protect the international financial system -- and therefore the U.S. economy -- against the
risk of new, escalating, or spreading crises. President Clinton fought for and won full

. funding of $17.9 billion for the IMF -- a critical part of his strategy to help address the global
financial crisis and to keep our economy strong. A stronger IMF will give the U.S. and its
allies new flexibility in developing responses to protect the world from the spread of the
financial crisis.

v Fully Funds President Clinton’s Child Labor Initiative. In his State of the Union
address, the President pledged to send legislation to Congress to fight abusive child labor and
proposed making the United States the world leader in supporting programs to reduce
abusive child labor, with a 10-fold increase in our commitment to the International

* Programme for the Elimination of Child Labor (IPEC), from $3 million to $30 million a
year. While the Senate, with the strong leadership of Senator Harkin, fully funded the .
President’s request, the House failed to do so, providing only $6 million. In the final budget,
Congress agreed to the President’s full request of $30 million for IPEC. The budget also
fully funds the President’s $9 million request for domestic enforcement and a migrant youth
job-training demonstration.

Moves People from Welfare to Work and Empowers Communities
President Clinton and Vice President Gore are committed to tapping the potential of America’s
urban and rural communities. This budget moves forward on their vision to help rewtahze
America’s communities:

v 50,000 Welfare-to-Work Housing Vouchers. President Clinton’s FY 1999 Budget included
$283 million for 50,000 new vouchers exclusively for people who need housing assistance to
make the transition from welfare to work. The original House bill included $100 million,
while the Senate provided only $40 million. The final budget includes President Clmton s
full request of $283 million for 50,000 welfare-to-work housmg vouchers L

v Flexible Funding for Empowerment Zones. President Clinton anance_President Gore
requested mandatory funding for second-round urban and rural Empowerment Zones. The final
budget includes $60 million in this flexible discretionary funding for the next round of
Empowerment Zones and 20 new rural Enterprise Communities.

74 Extended Welfare-to-Work Tax Credit. This tax credit encourages employers to hire,
invest in training, and retain long-term welfare recipients. The credit is for 35 percent of the
first $10,000 in wages in the first year of employment and 50 percent of the first $10,000 in
the second year. President Clinton proposed to extend the credit in his FY99 budget and the
final budget includes an extension through June 30, 1999

(4 Community Development Financial Institution (CDFI) Expansion. The Administration
requested a major expansion of the CDFI program to continue building a national network of
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community development banks. The original House bill froze CDFI funding at $80 million,
while the Senate cut funding to $55 million. The final budget increases CDFI funding from
$80 million in FY98 tg $95 million in FY99 -- a 19-percent increase.

Public Housing Reform. This legislation makes the President’s landmark housing reform a
reality. This bipartisan bill will allow more economic integration and deconcentration in our
Nation’s public housing, encourage and reward work, provide protections for those most in
need, and put the Nation back into the housing business with the first new housmg vouchers
m five years.

FHA Loan Limit Increased. President Clinton’s FY99 budget included an increase in the
FHA loan limit to expand homeownership opportunities to more Americans. The final
budget includes an increase in the FHA loan limit, raising the limit from $86,317 to
$109;032 in the lowest cost areas and from $170,300 to $197,621 in the highest cost areas.

Extended Work Opportunity Tax Credit. This tax credit encourages employers to hire
individuals who have traditionally had a hard time securing employment. Targeted groups
include disadvantaged youth, including those living in empowerment zones and enterprise
communities, welfare recipients, and qualified veterans. The maximum credit paid to the
employer.is as much as 40 percent of an individual’s first $6,000 in wages. The President
proposed to extend this credit in his FY99 budget and the final budget mcludes an extension
through June 30, 1999.

“Playwbywthe-Rules” Homeownership Initiative. President Clinton’s FY99 budget -
included $25 million for the Neighborhood Reinvestment Corporation to start the “Play-by-
the-Rules” homeownership initiative, which would make homeownership more accessible to
10,000 families who have good rental histories, but are not adequately served in the housmg
market. The final budget includes $25 million for this new initiative.

Increased Funding for Homeless Assistance. The President proposed a major expansion
of HUD’s continuum of care program, designed to help homeless persons obtain health care,
jobs, and permanent housing. The final budget includes $975 million in funds for the
homeless -- a $152 million, or 18 percent, increase over last year.

HUD Fair Housing. The President proposed a major expansion of HUD’s Fair Housing
programs, as part of his “One America” initiative. The final budget expands HUD’s Fair
Housmg programs from $30 million in FY98 to $40 million in FY99. That 33-percent
increase includes $7.5 million for a new audit-based enforcement initiative proposed by the
" Administration.

Regional Opportunity Counseling. The Administration requested funds to help counsel
Section 8 certificate and voucher holders on their full range of housing options. While the
- Senate did not include any funding for this initiative, the final budget includes $10 million
for this voluntary effort to expand the housing and employment opportunities available to
low-income families.

Expansion of HUD’s Youthbuild Program. The Administration proposed expanding
funds for Youthbuild by more than a quarter. While the original House bill provided $35
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million and the Senate provided $40 million, the fina] budget includes $42.5 million -- an
increase of over 20 percent. : '

v Cleaning Up Brownfields. The Administration proposed $91 million for EPA’s brownfield
activities, such as grants for site assessment and community planning. The final budget
includes the President’s request of $91 million.

4 Community Development Block Grant (CDBG) Expansion. President Clinton’s FY99
* budget included an expansion of CDBG. The final budget increases funding for CDBG from
$4.675 billion in FY98 to $4.750 billion in FY99 -- that’s a $75 million expansion this year.

v Increased Help For Communities Suffering From Sudden and Severe Economic
Dislocation. President Clinton’s FY99 budget included a 10-percent i incréase in funds for
EDA so that they can better respond to sudden and severe economic dislocation. The final
budget increases funding for EDA from $361 million to $393 million -- that’s a 9- percent
expansion this year.

v Expansion of NADBank. The Administration proposed providing the North American
Development Bank’s (NADBank) Community Adjustment and Investment Program $37
million of paid-in capital, which would allow the Bank to leverage private capital markets to
provide additional financing to trade-affected communities. The final budget includes $10

" million of paid-in capital for the NADBank.

v, $75 Million for Welfare;to-Work Transportation Funds. While the House and Senate
provided $50 million -- the minimum amount “guaranteed” in the transportation bill -- the .
final budget includes $75 million for this competitive grant program. These funds will assist -
states and localities in developing flexible transportation alternatives, such as van services, to
help former welfare recipients and other low income workers get to work.

4 Individual Developmemt Accounts. Since 1992, President Clinton has supported the !
~creation of Individual Development Accounts (IDAs) to empower individuals to save for a
 first home, post-secondary education, or to start a new business. Congress recently passed
legislation authorizing IDAs, and the final budget includes $10 million to get this program
~off the ground. -

v Heating and Cooling Assistance for Low-Income Families Protected. More than five:
million low-income families receive help to pay for home heating costs through this
program, yet the House Republicans tried to eliminate it. The final budget includes the
President’s full request for funding to help low-income families pay for home heating and
cooling assistance. <

- Advances a Strong Health and Technology Research Agenda

For six years in a row, President Clinton and Vice President Gore have proposed substantial
increases in the Federal government’s research and development portfolio to build a healthier, more
prosperous, and productive future. In FY 1999, the President proposed, within the first balanced
budget in a generation, the largest commitment to key civilian research in the history of our country
as part of the “Research Fund for America.” Congress agreed to support significant increases in



R&D, including:

v

Expansion of National Science Foundation. President Clinton proposed a major expansion
of research and development funds for the National Science Foundation (NSF). The final
budget includes a 7-percent increase -- from $3.4 billion in FY98 to $3.7 billion in FY99 —
in the NSF research budget to support science and engineering research across all fiélds and
disciplines. NSF supports nearly half of the non-medical basic research conducted at
umversmes

Expansion of National Institutes of Health for Biomedical Research. President Clinton’s
FY99 budget included the largest-ever dollar increase in funds for the National Institutes of
Health (NIH). The final budget includes almost $2 billion expansion of NIH research funding
-- a 14-percent increase. Scientists are on the cusp of important new breakthroughs in
biomedical research, which could revolutionize the way medical experts understand, treat, and
prevent some of our most devastating diseases. This increase will enable scientists to pursue a -

" wide range of cutting edge research from Alzheimers to AIDS to genetic discoveries.

Research and Experimentation Tax Credit. President Clinton proposed to extend the
research tax credit because it provides incentives for private sector investment in research and
innovation that can help increase America’s economic competitiveness and enhance U.S.
productivity. The final budget extends this research tax credit until June 30, 1999.

Expansion of Energy Department Science Budget. President Clinton’s FY99 included an
8 percent iricrease in the Department of Energy’s science budget, including support for the
National Spallation Neutron Sour:;e. The final budget fully funds the President’s request.

Funds Next Generation Internet. In his State of the Union address, President Clinton said,
“I ask Congress to step up support for building the next generation Internet... And the next

* generation Internet will operate at speeds up to a thousand times faster than today.” The

final budget includes more than $100 million funding for the Next Generation Internet, a
Federal R&D initiative which will connect more than 100 universities at speeds that are up to
1,000 times faster than today’s Internet, and establish the foundation for the networks and
applications (e.g. telemedicine, distance learning) of the 21st century.

Expansion in Advanced Technology Program (ATP). President Clinton’s FY99 budget
proposed an expansion of ATP to promote cutting-edge hxgh—technology pro;ects While the
Senate froze funding at the FY98 level and the House cut funding by $13 million, the f’mal
budget increases ATP funding to $204 miillion -- an $11 million increase over last y

which will allow for about $70 million in new awards to develop high-risk tcchnologies that
promise significant commercial payoﬁ's and widespread economic benefits. -

Improvmg the Public Health of America

For six years, President Clinton and Vice President Gore have been workmg hard to expand our
Nation’s health care investments, including research, preventlon and quality care for more
Americans.

4

New Efforts to Prevent and Treat HIV/AIDS. The Congress has responded to the



President’s and Vice President’s request to substantxally increase efforts to prevent and
treat HIV/AIDS. Congress has provided $1.4 billion for Ryan White Care Act activities.
This funding level includes a 61-percent increase for the AIDS drug assistance program,
which provides funds to States to help uninsured and underinsured people with life-saving
treatments for HIV/AIDS. In addition, Congress provided about $630 million for HIV
prevention activities at the Centers for Disease Control and Prevention.

Historic $130 Million Effort to Address HIV/AIDS in Minority Community. Minority
communities make up the fastest growing portion of the HIV/AIDS caseload (44 percent of
all new HIV cases). In FY99, there will be an unprecedented $130 million investment,
including that will improve prevention efforts in high-risk communities, and expand access
to cutting edge HIV therapies and other treatment needed for HIV/AIDS.

Critical New Investments to Protect Public Health at the Centers for Disease Control
{CDC). The Congress has responded to President Clinton’s request for a $2.4 billion
investment -- a $222 million increase -- in public health at the CDC. This critical
investment will address a host of public health challenges, including fighting emerging
infectious diseases, combating new resistance to anti-biotics, and i improving prevention for
some of our natxon s leading killers, such as diabetes, HIV/AIDS, and heart disease.

New Efforts to Improve the Quality of Health Care. Congress has responded to the
President’s request for a $25 million investment in new research at the Agency of Health
Care Policy and Research (AHCPR) to research on the quality, costs, and outcomes of the
health care delivery system. Identifying critical health care problems and educating health
plans, medical professionals, patients, and advocates about solutions can lead to important
improvements in the quality of health care.

Increasing Funding to Provide‘ Health Insurance to Low-Income Children in Puerto
Rico and the Territories. Thousands of uninsured children in both Puerto Rico and the
other territories will now be eligible for meaningful health care coverage for the first time
under the Children’s Health Insurance Program (CHIP). The territories were currently on
schedule to receive an inadequate and inequitable $10.7 million in FY99. Today, the
Congress responded to the President’s request and provided the territories with an additional

- $32 million in FY99 for their new CHIP programs that will meet the needs of their uninsured
children.

- Funding the President’s Commitment to Eliminate Racial Health Disparities.
Minorities suffer from higher rates for a number of critical diseases. For example, African
Americans under the age of 65 have twice the rate of heart disease as whites, and Native
Americans suffer from diabetes at nearly three times the average rate. The Congress has
taken a critical first step in investing in the President’s multi-year proposal to eliminate racial
‘thealth disparities in six health areas, including HIV/AIDS, cancer, diabetes, and
immunizations. The Congress has given the Administration authority to fund grants for
communities to develop new strategies to address these disparities and has granted the
President’s request for increases in other critical public health programs, such as heart
(disease and diabetes prevention at CDC, that have proven effective in attacking these
disparities.
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v Lead Poisoning Prevention. The President requested a $25 million increase in funding for
HUD’s Office of Lead Hazard Control, in order to reduce the threat posed by childhood lead
poisoning and other housing-related environmental health hazards. While the Senate did not
provide any additional funding, the final budget includes a $20 million i increase for lead
poisoning preventlon

Other Highlights...

v Reduces Backlog and Expands Alternative Dispute Resolution at Equal Employment
Opportunity Commission (EEOC). The President’s FY99 budget included $279 million --
a $37 million increase over the previous year -- to significantly expand EEOC’s alternative
dispute resolution program and reduce the backlog of private sector discrimination
complaints. The final budget fully funds the President’s request -- providing the first real
increase for EEOC in several years. ‘ )

v President Clinton’s Food Safety Initiative. The final budget provided approximately $79
million in new funds for the President’s Food Safety Initiative to help implement a far-
ranging plan to improve surveillance of food borne illnesses, education about proper food
handling, research, and inspection of imported and domestic foods. The new funds are part
of an Administration-wide effort, led by the Department of Agriculture and the Department
of Health and Human Services, to create a seamless, science-based food safety system.

v More Police on the Streets. In 1994, President Clinton fought for and won a commitment
to put 100,000 police officers on the street. The final budget includes funds for 17,000 )
additional Community Oriented Police Services (COPS) Program police officers toward the
President’s goal of 100,000 cops on the beat by 2000.

v Increasing Law Enforcement in Indian Country. The final bill includes $20 million in
FY99 for more police officers and public safety initiatives in the approximately 56 million
~ acres of Indian lands serving more than 1.4 million residents.

¢/ Brings Financial Stability to Tennessee Valley Authority (TVA). The final budget
includes $50 million that will allow TVA to better provide for the citizens of the seven states
-- Alabama, Georgia, Kentucky, Mississippi, North Carolina, Tennessee, and 'Virginia -- that
it serves. The agreement will let TVA refinance part of its debt to oompensate for the loss of
Federal funds for its non-power programs. The final budget also prevents TVA from losing

- the Land Between the Lakes Recreation Area. .
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In the waning days of the session, the President and Congressional Democrats prevailed in
making critical investments in advancing the President’s agenda. However, much work remains
for the future because Republicans in Congress killed, at least for now, critical priorities,
including:

X School Modernization Tax Credits. Beginning with his State of the Union address, the
President fought all year to modernize our schools. His fully paid for tax credits would
have leveraged nearly $22 billion in bonds to build and renovate schools. In the final
days of the budget negotiations, Republicans in Congress refused to even meet on the
critical issue of school construction.

X Patients Bill of Rights. President Clinton repeatedly urgéd the Cohgress to pass a
'strong, enforceable patients’ bill of rights that would assure Americans the quality health
care they need. Congressional Republicans killed this year’s effort to pass a Patients Bill
of Rights. ‘

X Comprehensive Tobacco Legislation. This year, President Clinton made passage of
legislation to reduce youth smoking a top priority, in order to stop kids from smoking
before they start through a significant price increase, measures to prevent tobacco
companies from marketing to children, and critical public health prevention and
education programs. Congressional Republicans opted to act as politicians instead of
parents, and killed this year’s effort to pass bipartisan comprehensive tobacco legislation
to reduce youth smoking. : !

X Campaign Finance Reform. At the beginning of the year, the President made passage of
bipartisan, comprehensive campaign finance reform a priority for his Administration. After
months of delay, the House of Representatives overcame defenders of the status quo and
passed the Shays-Meehan bill. However, the Senate Repubhcans lqlled th1s lustonc
legislation. . B

X Child Care Initiative. In his State of the Union, the PreSIdent proposed an hlstonc child
care initiative to make child care better, safer and more affordable for America's working
families. The President’s proposal included $7.5 billion over 5 years for child care
subsidies for low-income working families and tax credits to help 3 million working
families pay for child care. The Republicans refused to support these critical
investments. : : ‘

X Speeding Toxic Cleanups. President Clinton called for an additional $650 million -- a
40 percent increase -- to accelerate Superfund cleanups with a goal of completing a total
. 0f 900 cleanups by 2001. The Republican majority refused these funds, threatemng to
delay cleanup at up to 171 sites across the country.
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Work Incentives Bill for People with Disabilities. At the commemoration of the

Americans with Disabilities Act last July, the President endorsed the bipartisan

Jeffords-Kennedy bill that enables people with disabilities to go back to work by

providing an option to buy into Medicaid and Medicare, as well as other pro-work .

initiatives. This bill-was on the list of top Administration priorities in the final budget

_ negotiations, but rejected by Republicans. The Presndent will continue to fight to give
people with disabilities the opportumty to work --mcludmg the critical health i insurance
that makes work possible. . :

Education Opportunity Zones Premdent Clinton, in hlS budget called for Educatlon
Opportunity Zones to help high-poverty urban and rural communities increase student
achievement by raising standards, improving teaching, ending social promotions, and
turning around failing schools. The Republican majority refused to provide the requested
$200 million in funds, which would have helped about 50 high-poverty, low-achieving,
urban and rural school districts.

Minimum Wage. President Clinton and Congressional Democrats called for a $1
increase in the minimum wage over two years -- to raise the wages of 12 million workers.
For someone who works full-time, this minimum wage increase would have meant an
additional $2,000 per year. However, 95 percent of Senate Republicans voted to klll the
President’s minimum wage increase.

~ Medicare Buy-In. President Clinton proposed providing new options for Americans
ages 55 to 65 to obtain health insurance, including buying into Medicare. This policy
would not have hurt the Medicare Trust Fund. The Republican majority killed this new
initiative that would have helped provide health care to hundreds of thousands of"
vulnerable Amencans
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BBA EXPECT ED TO RESTRA]N PUBLIC-SECTOR H[EALTH SPENDING WHILE
‘ PRIVATE SECTOR HEALTH SPENDING INCREASES
National Health Expenditure Study Projects -
" Health Spendmg Will Double Over the Next Decade

© Public health spendmg growth is expected to be outpaced by pnvate sector health
spendmg in the U.S. over the next five years, according to-a study conducted by the Health Care
Financing Admmrstratlon The slowdown is due primarily to substantial Medicare savings
achieved in the Balanced Budget-Act of 1997 (BBA). Those savings result from new payment
systems that promote efficrency, trghter controls on waste, fraud and abuse, and smaller payment

-~ ‘hikes for provrders )

s The study also pro;ects that the nation’s health spendmg will more than double, from $l
~ trillion in 1996 to $2.1 trillion in 2007. ‘Health spendmg as a share of gross domestic product ~
.(GDP) is expected to lncrease from 13 6 percent to 16.6 percent '

. The study, by HCFA s Off ice of the Actuary, is publrshed in the September/October issue
. ofHealth Aﬁ‘azrs ‘ S : :

, The authors predtct that natlonal health spendmg growth will accelerate beginning in |
1998, with average annual growth of 6.5 percent between 1998 and 2001, up froma s percent
average annual growth dunng the years 1993 through 1996.

The HCFA economists and actuarles expect faster pnvate spendmg increases because of
Tecent stronger. growth in real per capita income. They : say that should boost underlying demand
for medical services. Théy also expect private sector managed care enroliment to grow more -
 slowly and the increase in the percentage of, unmsured Americans to temporanly slow.

However because of the BBA’s etfect on Medtcare real per caprta pubhc sector growth
is expected to decelerate’ between 1998 and 2002, The actuaries expect the introduction-of
prospective payment systems that’ promote- eﬁlcrency and cutbacks in payment formulas w1ll slow.
the rate of increase in Medicare expendrtures - :
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Between 2001 and 2007, average annual growth is expected to be similar for both the
private and public sectors. Public sector spending growth is estimated to accelerate after 2002
because some of the changes in the BBA are one time reductions and other will expire.

Patterns of growth are expected to dlffer substantla Iy by type of service.. All hea th
providers will be affected by rising costs. Hospitals are expected to continue to benefit from
relatively slow growth in labor.compensation as downsizing continues. Hospital spending growth
is projected to lag behind the growth-in drug, physician and other professional services as the
trend to move from inpatient to other settings is reinforced by the growth of Medlcare managed

care.
Expendltures for drugs are expected to grow rapldly through 2007 as more prescriptions
are written and the mix of prescriptions shift to more expensive drugs. In addition, slower growth

is expected in both nursing home and home health expenditures as provisions of the BBA
implementing Medicare PPS systems and mtroducmg new Medicare hmlts and-caps are felt in the

public-sector.

- Detalled information on the forecasts both by type of service and source of funds, is
-avallable on the HCFA home page at http: //www hcfa. gov/stats/NHE PPOJ/ T

CHH#
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The Next Ten Years Of Health
Spendlng What Does The
 Future Hold?

A new balance of private: and public-sectorforces will detcrmme the
rate of spending growth over the next decade.

BY SHEILA SMITH, MARK FREELAND, STEPHEN HEFFLER, DavID
McKusick, AND THE HEALTH EXPENDITURES PRO]ECTION Team

HE SUSTAINED LOW GROWTH in na-
tional health spending since 1993 is

markedly different from the patcern of

' growth observed over the past thirty years.

However, the outlook for the next few years is
somewhat less propitious. Following five
years of near-stability, health spending is ex-
pected to rise as a share of gross domestic
product (GDP) beginning in 1998, climbing

from 13.6 percent in 1996 to an estimated 16.6

percent by 2007 (Exhibit 1). National health
spending will likely reach $2.1 trillion by 2007.
The pronounced recent slowdown in

health spending has exceeded the expecta--

tions of most industry analysts. What this
means for furure health spending is of great

interest to stewards-of public programs,
whose long-term funding is uncertain: to em--

ployers, for whom the costs of health benefits
eat increasingly inco their bottom line; and for
the medically uninsured and those who strive
to include them in the nation's health care
system.

Growrth in real per capita national _health ‘

spending is expected to edge upward only
slightly in 1997, remaining near its trough in
1996 (the last year for which we have com-

plete data).' However, real per capita national
health spending is projected to accelerate for
1998 (Exhibit 2).* Recent stronger growth in
real per capita income is expected to boost
underlying demand for medical services, and
higher medical inflation is expected to fuel
increasing health spending growth. Anantici- -
pated slowdown in the growth of private-
sector managed care cnrollment and a pause
in the downward trend for private health in-
surance coverage also are expected to contrib-
ute to the acceleration in health spmdmg
growth. «
In a reversal of recent trends, the hxgher '
anticipated growth in real.per capita national
health spending will be driven almost entirely
by rising expenditures in the private rather
than the public sector (Exhibit 3). Growth in
real per capita public spending is projected to
level out in 1997-1998 and then to slow
through 2000. This follows a period of rela-

tively rapid growth in real per capita public

spending for the early to mid-1990s. Growth |
in aggregate real per capita national health
spending is projected to be 3.4 percent over
1997~2007. This is below the average pace for
1970-1993, when real per capita health spend-

Sheila Smith is an economist'in the National Hcaith Statistics Group, Office.of the Actuary Health Care
Financing Administration (HCFA). Mark Freeland is an economist and deputy director of the National
Health Statistics Group. Stephen Heffler is an economist with the National Health Statistics Group. David
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EXHIBIT 1

Natlonal Health Expenditures (NHE), By Sources Of Funds, Amounts And Average
‘Annual Growth, Selected Calendar Years 1970-2007

ing growth tended to cycle around a trend just
below 5 percent, but well above the average of
1.5 percent for 1993-1996 (Exhibit 4).
The projection process is subject to uncer-
-tainty. [n light of the wide variation in histori-
cal experience, and the recent and ongoing
structural change in health care markets,
these estimates must be regarded as merelyan
indication of probable trends. Projections of
aggregate growth rates and patterns of spend-

Source of funds 1970 1980 1990 1993 1996 1998* 2001* 2007'
National health . . o - o
expenditures (billions) $732 82473 $699.5 $8949 $1035.1 $1,146.8 $1384.1 82,1333
Private funds . 45,5, 1425 ° 4151 - 505.9 552.0 606.4 746.6 1,1459
Consumer payments 412 . 130.0 383.0 466.7 508.5 558.7 690.0 1,065.1
Private heaith v s T N
insurance 16.3 ° 69.8 2386 '3030 - 3373 375.0 471.0 754.4
Out-of-pocket payments ~ 24.9 60.3 . 1444 163.7 171.2 183.7 219.0 310.7
Other private funds 4.4 125 321 , 392 43.5 47.6 56.6 80.8
Public funds ’ 277 104.8 ‘2844 389.0 483.1 540.4 6374 987.4
Federal - . . 178 720 195.8 " 2796 350.9 3938 461.3 7129
Medicare ) 1.7 375 112.1 153.0 2031 2311 2678 415.6
Medicaid 29. 14.5 427 76.8 . 918 = 1021 1237 2013
_Other federal 7.3 -+ 19.9 41.0 49.8 55.9 60.6 ° 69.9 96.0
State and locai . 9.9 328 88.5 109.3 132.2 146.6 176.1 2745
Medicaid 25 116 32.7 43.7 55.9 63.4 79.6 135.7
Other state and focal 7.4 212 55.8 65.6 76.3 83.2 96.5 ~ 1388 -
GDP defiator 0.305 0.603 0.936 1.026 1.102 1.138 1.221 1.469
Average annual growth ’
from prlor year shown
National heaith . ’ .
expenditures - 12.9% 11.0% 8.6% - 5.0% 5.3% 6.5% 7.5%
Private funds - 121 113 6.8 29 - 4.8 72 74
Consumer payments - -12.2 114 6.8 29 . 4.8 73 75
Private health ‘ S
insurance - 15.7 131 8.3 3.6 5.4 79 8.2
Out-of-pocket payments - 9.2 9.1 43 .15 3.6 6.0 6.0
Other private funds - 11.1 9.9 69 35 ‘4.8 59 6.1
Public funds - 14.2 10.5 11.0 ) 7.5 58 . ° 57 7.6
Federal - 15.0 10.5 126 7.9 59 5.4 7.5
Medicare : - ' 17.2 116 -10.9 9.9 6.7 5.0 76
Medicaid - 176 11.4 217 6.1 5.5 6.6 8.5
Other federal . | - - 106 75 6.7 3.9 4.1 4.9 54
State and'local - 101 © 104 73 6.5 5.3 6.3 7.7
Medicaid - 168 . 10.9 10.2 8.5 6.5 7.8 9.3
Other state and local T 11.0 10.2 5.5 5.2 4.4 5.1 6.2
GDP deflator - 71 . 45 3.1 .24 16 24 3.1
NHE as percent of GOP ‘ ' ‘
(percent of totai) 7.1 8.9 12.2 13.6 136 137 - 145 - 166
SOURCE: Heaith Care Fmancmg Aamumstrauon Office of the Actuary; and U.S. Department of Commerce, Bureau of Economuc
Analysis.
NOTE: GDP is gross domestic producx. '
. 3 Projected... .

ing across types of service and sources of pay-
ment are conditional on assumptions regard-
ing future macroeconomic conditions, as well
as on assumptions regarding the nature and
impact of future institutional change in the
healch sector.

- We begin with a brief description of the
model framework for national health spend-
ing projections, and then discuss the assump-
tions underlying these projections (including
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EXHIBIT 2 ' o

Growth in Real Per Capita Nat;onal Health Expenditures, 19?0—-2007

" Annual percent change
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SOURCE: Heaitn Care Financing Admlmstratnon Office of the Actuary.
NOTES: National health expenditures (NHE) are deflated by the gross domaestic product (GDP) aeﬂator Much of tne increase
stiown for 1998 reflects a sharp decline in the deflator ramer than an increase in nommat NHE, Figures after 1996 are

projections.

a description of the projections for Medicare
expenditures from the 1998 Medicare trus-

tees’ report, which are incorporated in the -

spending projections). This discussion pro-
vides the contexrt for our description of the

‘patterns of growth anticipated for health
spending across different sectors and the vari- .
-ous influences on these patrerns.

A MODEL FRAMEWORK FOR -

- HEALTH SPENDING PROJECTIONS

~ These projections are generated: within a

model framework that incorporates actuarial,

economic, and judgmental factors. Health
spending growth is decomposed into five

contributing factors: popularion growth,
economywide inflation (as measured by the

GDP deflator). excess medical inflation (in.

excess of growth in the GDP deflator), per
¢apita use of services, and intensity (real in-
puts per unit of service). Growth in use or
intensity of services associated with shifts in
the age/sex composition of the population is
controlled for by the use of weighted indexes
based on the distribution of use and intensity
of services across age/sex groups.’

Projections of medical prices, use, and in-
tensity are based on an analysis of past trends
and relationships observed in the national
health expenditures. This analysis addresses
relationships between indicators such as per
capita use and intensity, demographic
changes, and 'macroeconomic variables in-
cluding real per capita income. In addition, we
evaluated, the role of supply, incorporating
projections of health personnel where avail-
able. Projected trends in use, intensity, and
medical prices also reflect analysis of histori-
cal patterns of growth across types of services
that may be substitutes or complements.

In our analysis we use enrollment in health
maintenance organizations (HMOs) as a -
proxy for the effects of the growth of all man-
aged care enrollment. The use of this proxy is
based on the assumption that the effects of

‘ managed care, both in the form of increased

enrollment in other modes of managed care
such as prefcrred provider organizations
(PPOs) and in the increasing effectiveness of
efforts to manage utilization as managed care
spreads, are likely to be correlated with HMO
enrollment. Throughout this pnper managed
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EXHIBIT 3

Growth In Real Per Caplta Private And Public Nat!onal Health Expondltures,

'1970-2007

3

Annual percent change
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SOURCE: Health Care Financing Administration, Office of the Actuary.
NOTES: Nationat heaith expenditures (NHE) are deflated by the gross domaestic procuct (GDP) defiator. Much of the increase
shown for 1898 reflects a sharp decline in the deflator rather than an mcrease in neminal NHE. Figures after 1996 are

projections.

care is defined broadly to include coverage
provided by all organizations thac accepr fi-

- nancial risk and exert substantial administra-
tive conrrol over p:ments access to medical
providers or services.*

The spending projections maintain consis-
tency with actuarial forecasts produced in the
1998 Medicare trustees’ report and with
Medicaid projections based on the same
macroeconomic assumptions.” These projec-
tions embody the effects of current law for

these programs.*

PROJECTION ASSUMPTIONS

The patterns of projected spending growth
hinge on a number of assumptions regarding
future macroeconomic conditions and health-
sector developments. The influence of judg-
mencal assumptions that underlie- these pro-
jections is particularly important. The past
few years have been marked by accelerating

structural change in markets for health care

and for health insurance. In response to per-
sistently rising health care costs, healch care
delivery systems have evolved in 'ways that

_

have fundamentally transformed the incen-
tives that influence the demand for medical
care. In the process, the relationships of all
participants in these markets, from providers
to health plans, employers, public payers; and
consumers, have been altered. '

W MACROECONOMIC ASSUMPTIONS.
Demographic trends are éxpected to act as a
mild restraint on health spending over the
coming decade. Population growth is pro-

jected to average 0.8 percent for 1997-2007,

slightly below the average rate of growth of 1.0
percent for 1980-1996. Growth in the popula-
tions age sixty-five and older and age eighry-

five and older will slow: although the popula-
tion will continue to age, it will do so more
slowly-than it has ovér the previous three dec-

ades. In this sense, the coming decade repre-

sents the calm before the storm, to be fol-
lowed by a period of acceleration in aging
baby boomers' demand for health services.”
Economywide inflation is projected to de-
cline sharply in 1998 but should be approxi-
mately the same on average for 1997-2007 as it
was for 1990-1996. Our projection of growth

HEALTH AFFAIRS

Scptember/October

1998

LY

131



132

HEALTH TRACK!NG

TRENDS

EXHIBIT 4

Real Per Capita Natlonal Health Expenditures, Average Annual Growth Rate From

Prior Year Shown, Salected Catendar Years 19702007

1970~ 1980~ 1990~ 1993- 1996- 1998~ 2001~
Spending cate‘gory 1980 1990 1993 1996 1998* 2001* 2007*
National health expenditures 4.5% 5.1% 4.2% 1.5% 2.6% . 3.1% 3.4%
Health services and supplies 4.8 53 4.3 1.6 27 3.2 -~ 38
Personal heaith care 46 5.1 4.2 14 23 31 35
Hospital care o 54 38 3.7 ¢ 02 0.8 16 2.6
Physician services 4.4 6.5 a5 ~0.1 2.1 a8 38
Dental services 28 33 31 33- 36 3.0 27
Other professional services 7.6 12.3 57 4.3 4.6 4.6 4.1
Home health care . 175 12.4 155 6.2 C 2.2 4.5 40
Drugs and other med:cal N :
nondurables 1.3 49 37 31 51 5.0 4.7
Prescription drugs 0.1 6.2 55 . 41 : 6 6 6.2 5
Vision products and '
other medical durables 0.7 4.3 1.3 . =08 1.2 2.0 1.7
Nursing home care 6.8 5.3 48 23 28 2.2 24
QOther personal health care 356 5.0 12.3 116 5.6 7.4 8.5
Program aominstration . B .
and netcost . - ’ 7.3 -2 5.4 08 . 18 4.6 . 43
Government public health ' A . T ]
activities 8.7 5.4 - 45 83" 47 .37 29
Researcn and construction 01 2.1 1.5 -05 0.6 0.4 0.3
Research 2.6 27 16 . 20 15 11 0.7
Construction -1.7 15 1.4 -3.3 ~-0.5 -0.5 -0.2
GDP deftator 71 4.5 © 31 2.4 16 ° 24 3.1

SOURCES: Mealth Care Financing Administration, Office of the Actuary; and U.S. Department of Commerce, Buraau of Economic

Analysis.

NOTE: National heaith expendituras deflatad by the gross domasttc product (GDP) ceﬁator

2 projectad.

in real GDP assumes that growth will slow
from its 1997 peak of 3.8 percent toward a
“sustainable” rate of growth (2 percent) by

" 1999 and will remain near thlS rate through N

2007.
Consistent with our projection of declin-
ing growth in real GDP over 1998-2007, we

© expect growth in real per capita income to

taper off from its 1998 peak. Real income
growth will be rapid through 1998 as the pro-
jected sharp decline in inflation boosts con-
sumers’ buying power. [t then is expected to

- decelerate and become stable for the remain-

der of the projection period. 7
Rising incomes tend. to increase demand

for health services® However, the nature of

healch care markets causes a lag in this effect,
principally because private and public third-
party payers insulate these markets from the
immediate effects of rising or falling incomes.”
As a result, a lag occurs in the effects of the

recent rise in real per captm income and the
subsequent decline; this causes spending to
accelerate through 2001 and then to deceler-
ate modestly through 2007.

I HEALTH-SECTOR ASSUMPTIONS. The
pronounced slowdown in health spending
since 1992 is often attributed ro the effects of
managed care. Conventional wisdom holds
that managed care restrains costs; nonethe-
less; economists disagree about the magni-
tude and nature. of this effect and about
whether it has been the dominanr factor be-
hind the recent deceleration. Even if such an
effect is assumed to exist, there is a lack of .
consensus on whether the shift from tradi-
tional fee-for-service to managed care cover-
age can be expected to result in a one-time
reduction in expenditures (thus reducing
growth only temporarily), or whether the rate
of spending growth can be permancntly
reduced.”
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A growing body of résearch confirms that
shifts in enrollment from fee-for-service cov-
erage to managed care have helped to restrain
costs." However, the question of whether
managed care, in the absence of further shifts
in enrollment, can be expecred to have a per-
manent effect on growth in health care costs
has been more difficult ro address. - :

The theoretical justification for such a sus-
tained reduction in growth is based on the
hypothesis that managed care may slow the
rate of diffusion of new tech:
nologies.” Since medical inno-
vation oftenincreases costs,

“Growth in

plans are expected to continue to compete for

enrollees through the broadening of benefits . .-
rather than through price competition. The

expected result of the shift to managed care
therefore will be observed largely in the form

of more comprehensive benefits packages for’

Medicare managed care enrollees.”
The combined effect of public- and pri-
vate-sector trends in managed care enroll-

“ment will restrain growth in real per-capita

personal health care spending over the projec-

L L tion_period. However, this ef-
: fect will be smaller than it was .

over the preceding decade.

slower rates of diffusion could - Medicare - Access to and affordability
be expected to restrain growth - of private health insurance
in health care costs. David managﬁd care coverage also are important is-

Cutler and Louiise Sheiner sug-
gest that managed care slows
" the rate of diffusion of new
medical technologies, which
indicates the potential for a
sustained reduction in the
growth of medical spending.

Our ten-year projection as-
- sumes a primarily one-time ef- :
fect for managed care, with full effects real-

ized with some lag. In addition to this primary -
effect, we have assumed a small reducrion in

the long-term trend rate of growth resulting
from the effects of the interaction between
managed care and technological change. Both

of these effects are assocmtcd with nsmg‘

spending growth.:

If managed care has been a cost-restraining,

influence in the private sector, another key
question for spending projections is the effect
of managed care in the public sector, particu-
larly for Medicare’s high-use population.
Growth in Medicare managed care enroll-
ment is projected to pick up through 2000 as
a resule of the Balanced Budger Act (BBA) of
1997. However, contrary to experience in the
private sector, this growth in enrollment is
not expected to reduce growth in overall
Medicare spending. Medicare’s payment
mechanism will continue to be based largely
on average per beneficiary costs in fee-for-

service Medicare." As a result, managed care .

enrollment is not
' 'cxyecred to reduce
growfh in overall

' _Medicare ‘

spending.”

sues for health spending
~ growth. Health insurance cov-
-erage stimulates demand for
‘health services, because in-
sured consumers pay only a
fraction of the costs incurred
for services. The recent decline
in the insured popularion is

rate of health spending growth.” -
Because private insurance is primarily pro-

vided through employment, coverage rates are

driven largely by labor-marker conditions
that influence the package of wages and bene-
fits offered. Employers attempt to balance the
need to restrain costs against the need to at-
tract and retain employees. Our projections

assume that recent tight labor-market condi-

tions will result in a short-term increase in the
population with private health insurance cov-

- erage, with a corresponding modest boost to

health expenditures. In the longer term we
expect the downward trend in private insur-
ance coverage-to resume as growth in health
benefit costs. continues to exceed growth in
compensation and as employees contribute
more for their health coverage. The resulting
increase in the uninsured population will be a
restraining influence on growth in private-
sector spending as we approach 2007.
EFFECTS OF THE BBA. As private health

expenditures accelerate over the next three
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years, growth in Medicare expenditures is ex-
pected to move in the opposite direction, pri-
marily as a result of the BBA." The BBA incor-
porates four principal types of change to
Medicare: (1) introduction of prospective
payment across a wide range of services; (2)
cutbacks in payment formulas where rates
were perceived to be overly generous; (3) in-
creased private insurance options for Medi-
care beneficiaries; and (4) alterations in re-

gional payment patterns to encourage

availability of Medicare HMOs."®
Prospective payment shifts'to private
providers the financial risk of providing the
appropriate mix of treatment. By shifting risk,
the BBA attempts to slow the increase in per
capita costs of medical care by changing the
provider incentives associated with fee-for-
service payment. The introduction of pro-

_spective payment is expected to reduce

growth in spending for skilled nursing care,
outpatient hospital services, and home health
care.

Reductions to provider payrnent updates
through the year 2002 will cause Medicare
spending to fall. These cuts are concentrated
in the hospital sector, where profit margins
associated with treatment of Medicare pa-
tients have been rising,” :

In light of its perceived role in private-sector

" cost containment, the encouragement of

Medicare managed care enrollment might be
seen as primarily an attempt to restrain
growth in costs. However, under the current
payment mechanism, savings from price re-

ducrions, emphasis on cost-effective treat-

ment, and avoidance of unnecessary care do
not accrue to Medicare. However, the BBA
reduces Medicare payments to managed care
plans below the previous baseline in two sig-
nificant ways: directly, by lowering payment
updates during 1998-2002, and indirectly.
through the impact of fee-for-service savings
provisions, which interact with the managed
care payment mechanism to reduce payment
updates to plans. The implementation of risk

adjusters to adjust capitated payments on the '
basis of health status is scheduled for 2000°

and also is expected to reduce Medicare pay-

m_enfs for managed care pér beneficiary.
HiGHLIGHTS OF THE HEALTH

SPENDING PROJECTIONS

Growth in health expenditures is expected to
turn upward through the end of the century.

- The rebound in personal health care expendi-
. tures will be driven predominantly by in-

creases in use and intensity of services.”® Ex-
cess medical inflation is expected to rise
slightly but to remain relatively subdued. This
projected pattern of growth is in accord with
the trend over the past several years. While

- declining excess medical inflation contrib-

uted to the unusually slow growth in expen-
dirures since 1993, the dominant factor was a
decline in the growth of quantiry of services,
stemming from both use and intensity. The
projected rebound in 1998 will mark a reversal

. of this declining trend in use and intensity,

augmented by a more modest increase in

medical inflation.”

Spending by type of service is likely to dif-
fer somewhat from recent patterns (Exhibit
5). Spending on physician services is expected
to rebound sharply as additional Medicare
beneficiaries move into managed care, causing
a reallocation of Medicare expenditures away
from inpatient car¢ and toward ambularory
services. The projected rebound in inpatient
hospital spending will be dampened by this
development. : -

Growth in prescription drug spending is
expected to continue at a relatively rapid
pace, supported by continued declines in out-
of-pocket payments for drugs associated with

- the shift of Medicare patients into managed

care and an acceleration in new product intro-

~ ductions. Drug-price inflation began to rise in
-early 1998 and is expected to exceed its rela-
tively slow pace of recent years through 2007. - - -

Expenditures for extended care are ex-
pected to decelerate substantially. Growth in-
home health spending will slow sharply as
heightened scrutiny of providers results in
tighter controls for Medicare and as the BBA.
further limits growth in Medicare home
health costs. Cutbacks in projected spending
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EXHIBIT 5

National Heaith Expenditures, Average Annual Growth Rate From Prior Year Shown,

,Selected Calendar Years 1970 2007

1990-

1970~  1980- 1993- 1996-  1998- 2001~ .
Spending category 1980 1990 1993 1996 1998* 2001* 2007*
National health expenditures 12.9% 11.0% 8.6% 5.0% 5,3% 6.5% 7.5%
- Health services and supplies 13.3 111 8.7 5.0 5.3 6.6 76
Personat heaith care 130 110 . 86 49 4.9 6.4 1.5
Hospital care 139 9.6 8.0 35 3.4 4.9 ‘6.6
Physician services 128 125 7.8 3.2 4.7 - 71 7.8
Dental services 111 9.0 7.4 6.7 © 6.2 6.3 6.7
Other professionai services 16.3 18.5 10.1 7.8 .13 8.0 8.1
-Home-heaith care 269 186 20.3 9.7 4.8 78 8.0
Drugs and other medical -
" nondurables 9.4 © 10.7 8.0 6.6 1.7 84 8.8
Prescription drugs 8.2 121 - 99 7.6 9.3 96 - 9.8
Vision products and - -
. other medical durables 8.8 10.7 5.6 26 -38 53 5.7
* Nursing home care 15.4 112 9.2 5.8 5.4 5.5 6.4
Other perscnal health care 120° - 108 170 15.4 8.3 10.9 128
Program administration R -
and net cost 159 13.1 98 4.2 10.4 8.0. 8.4
Government public heaith . R - ’
activities 175 113 89 - 119 - 13 7.0 6.9
- Research and construction 8.1 17 58 28 3.2 7 43
Research 10.8 8.4 5.9 55 4.1 4.4 4.7
. Construction 8.2 71 5.7 0.0 28 37

2.1

SOURCE: Heaith Cara Financing Administration, Offica of the Ac:uary

* projectad.

for skilled nursing facilities (SNFs) by both
Medicare and Medicaid will restrain growth
in this area as well, despite an accelerarion in
private-sector spending, -

B HOSPITALS. Based on current data, we
expect to find that growth in spending for
hospital services slowed in 1997. The lower

growth rate is attributable to a slowdown in
" hospital input price inflation (our measure of

medical prices for the hospital sector) and in

intensity of services provided per inpatient
day. Utilization will be a positive factor for

growth, as the rate of decline in inpatient days .

slows. A modest rebound in expenditures is
expected for 1998 as input price inflation in-
creases and the rate of decline in mpamen‘c
utilization continues to slow.

Growth in spending for hospltal services
will remain well below growth in. aggregate

national health spending throughout the pro- -

jection interval (Exhibit 5). This is particu-
larly the case for the period cthrough 2001; the
hospital spending share is expected to fall
from 34.6 percent in 1996 to 32 percent in. 2001

(Exhibit 6), a faster rate of decline than has

" been observed in recent years.

The main explanation for the short-term

“decline in share is the expected effect on inpa-

tient spending of multiple changes to Medi-
care associated with provisions in the BBA.
The combination of reductions in the growth
of Medicare payment rates for hospital serv-
ices and the effects of substitution away from
inpatient care as Medicare beneficiaries move
into managed care will restrain Medicare hos-
pital spending. For 1998-2000 Medicare
spending for inpatient hospital services is ex-
pected to grow at the lowest rate in the pro-
gram's history (an average of 3 percent per
year). compared with 8.2 percent per year for
1993-1996. ‘

Growth in outpatient services also is ex-
pected to decelerate from its historically rapid
pace over the coming decade, extending a de-
celerating trend. Medicare’s scheduled switch
to a PPS for outpatient services in 1999 will
contribute to'this slowdown.

M PROFESSIONAL SERVICES. Spendmg
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EXHIBIT 6
Natlonal Health Expendltures, Spending By Category, Aggregate Arnounts ‘And
Percent Distribution, Selected Calendar Years 1970-2007 -

Spending category . 1870 1980 1990 ~ 1993 1996 1998 . 2001*  2007" .

National health . . . )
expenditures (billions) $73.2 - $2473 $699.5 '$895.1 $1,035.1 $1,1468 $1,384.1 $2,1323.

Health services and : i : . o . ’ : :
supplies 679 2356 - B75%0 866.1 1,003.6 1,113.2 . 1.346.7 20853

Personal nealth care - 63.8 . 2170 - 6147 * 7870 907.2° 998.2 1203.2 .1858.2
Hospital care . 28.0 102.7 256.4 - 323.0 3585 383.2 4427 649.4
* Physican services 136 45.2 146.3 "1B36. 202.1 2214 ~-2720 4273
Dentai services . .47 133 318 39.1 478 53.7 845 952
Other professional o ' Lt
services 14 6.4 347 46.3 - 580 66.8 842 | 1345
Home health care’ 0.2 24 131 22.9 - 302 33.2 416 66.1
Drugs and other o ’ o
medaical nondurables 8.8 218 . 599 7156 91.4 106.1 1350 2236
Prescription arugs 585 . 120 - 317 50.0 ’ 62.2 74.3 979 1711
Vision products and ’ T . - . :
' other medical :
durables 1.6 g 10.5 123 © 133 . 143 0 187 233
Nursing home care 4.2 176 50.9 66.3 78.5 873 1023 148.3
QOther personal heaith - c ' . ) .
care . ) 1.3 4.0 11.2° 180 2786 324 - 44.2 91.4
Program agminstration ’ : S o .
and net cost . 2.7 "11.9 40.7 .53.8 - 609 1 Ml 934 151.3
Government public health : ' ’ . ’ - )
activities 1.3 - 8.7 19.6 -25.3 355 409 50.1 749
Research and construction 5.3 116 245 23.0 318 . 338 373 - 480
Research - 20 - 55 12.2 14.5 170 - 184 208 275 -
Construction 3.4 6.2 12.3 J14.5 145 15.1 16.4 - 205 -

Percent distribution in
nationat heaith ‘ o o
expenditures 100.0% 100.0% 100.0%  100.0% 100:0% 100.0%  100.0% . 100.0%

L

Health services and . :
supplies 92.7 95.3 96.5 '96.8 970, 871 97.3 - 978
Personal health care 87.1 878 87.9 879 878 87.0 86.9 87.1
Hospital care 38.2 415 36.7. '36.1 346 334 - 320 N4
Physician services 18.5 . 183 208 2058 195  : 183 187 200
Dental services 6.4 4.5 4.4 46 - 4.7 4.7 45 .
Other professional. 5.4 : : 7 B
services 1.9 26 - 5.0 5.2 . 5.6 58 6.1 6.3
Home neaith care - .03 1.0 19 2.6 29 2.9 30 31
Orugs ana other : o N ' S
medical nonduradles 12.0 8.7 86 . 8.4 88 9.3 9.8 105 " -
65 A 8.0

Prescription orugs 7.5 49 5.4 5.6 6.0
Vision products and . : ' . ) )
other medical . v . ’
durables S 2.2 1.5 - 1.5 1.4 13 . 12 1.2 11

Nursing home cara 5.8 71 - 73 7.4 76 B 74 70
Other personal health - - o : . :
care 18 1.6 186 2.0 2.7 28 3.2 43
Program administration : - : ’ ’ -
and net cost 37 48 - 58 - 8.0 5.9 T 85 6.7 71
_ Government public heaith - T ' ' '
activities 18 . 2.7 2.8 2.8 34 3.6 3.6 3.5
Research and constructson 73 a7 35 ° 3.2 30 . 28 .27 2.2
Research 2.7 22 17 16 16 - ‘186 15 13
Construction . 4.6 25 18 1.6 14 1.3 1.2 1.0
SQURCE: Heaith Care Fmancnng Agministration, Ofﬂca of the Actuary
® Projected.
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for physician services is expected to pick up
speed over the next four years, with annual
~ increases ¢limbing from a low of 2.9 percent

for 1996-to 7.3 percent by 2000. Contrary to
the pattern observed for hospital services and
extended care, this acceleration is apparent
for both public- and private-sector spending,
albeit with somewhart different timing,
Growth in Medicare spending for physician
services is expected to increase slightly in
1998 and 1999 as Medicare beneficiaries shift

to managed care. This is prin- ‘since 1993. Excess inflation for
~ cipally the result of substiru- ' - prescription drugs averaged
-tion of physician services for. “The most tmpor- only 0.5 percent for 1993-1997,
) hospital care. I’vlcdicar_e spenc}f " rant moda'ating in- | followinga period (1982-1993)
ing for physician services will of 5.3 percent average growth. .
grow at an annual rate of 8.9 ﬂuﬁnfﬂ fO?’ gr owth Response by both consum-
percent for 1997-1999. up from | health care costs | €rs and healch plans to slower
an 8.6 percent average growth i ' " | growth in consumers’ out-of-
rate for 1994-1996. After 2000 1S expec ted to be pocket payments for drugs has
growth in Medicare physician the SlOWdOWHp!’O' clearly played a role in the re-
spending will slow briefly as-| - . cent rise in utilization. In addi-
risk adjusters are introduced | J€C ted f or Medicare | tion to slower drug price infla-
into payment formulas for and Medicaid” | tion. growth in out-of-pocket |
managed care. ~ - expenditures has been low
————J——— since 1993, which reflects the

Private-sector physician
spending will accelerate from a much lower
initial pace than that of public expenditures:
an average of 4.7 percent for 1997-1999, up
from L6 percent for 1994-1996. This accelera-
tion reflects consumers’ demand for increas-
" ing access to specialists and a wider choice of
out-of-network options, coupled with'an ex-
pected acceleration in medical price inflation,
as measured by the Consumer Price Index
-(CPI) for physician services for. 1998-2000.

Spending for other professional services
such as specialty clinics and independent
practitioners such as podiatrists, optome-
trists. and chiropractors is projected to in-
crease from 6.8 percent annual growth in 1996
to a peak of 8.3 percent by 200L. Spending for
such services has tended to grow rapidly rela-
tive to physician services. While growth in
“this sector is projected to remain relatively
high, the gap relative to growth in spending
for physician services is expected to taper off
over the projection interval, in an extension of
the historical trend.

B DRUGS. Recent rapid growth in drug
costs over the past two years has often been
cited as a contributing factor to health plans’
escalating costs. Recent higher spending
growth is almost entirely accounted for by ris-
ing utilizarion (number of prescriptions) and
intensity (including changes in size and mix
of prescriptions). Drug price inflation (as
measured by the CPI for prescription drugs),

‘which has historically been a major factor in

rapid growth, has been relatively restrained

shift to managed care, in which copaymcnts

‘for drugs tend to be much lower.

Growth in drug spending is e‘(pgctcd to
accelerate moderately through 1998 and to

sustain fairly rapid rates of growth through

2007. Real per capita growth is expected to
average just below 6 percent, abour equal to

the average during the 1980s. While drug

prices are projected to accelerate from recent
lows, average inflation rates arc assumed ro
remain below the exceptionally rapid pace of
the 1980s, with excess drug price inflation av-
eraging 1.7 percent for 1998-2007. Rapid
growth in use and intensity are expected to

continue to account for most of the growth in

spending.

B NURSING HOMES AND HOME
HEALTH. Expenditure growth for nursing
home care is expected to accelerate briefly in
1997 and then decelerate for 19982000, grow-
ing 5.1 percent on average (down from 5.8 per-
cent for 1993-1996). This slowdown is ac-
counted for by the effects of slower growth in
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Medicaid e*{pendzrures and 2 sharp cutback
in the rate of growth for Medicare spending
after the introduction of prospective pay-

‘ment. The decline in public-sector funding is

e\cpected to be partially offset by an accelera-
tion in private-sector funding, primarily from
out-of-pocket expenditures. Slower growth
in nursing home spending also reflects the

somewhat slower growth of the population

over age eighty-five. Growth in population for
this group is expected to average 2.4 percent,
compared with 3.2 percent for 1980-1996.

Growth in home health spending has' de-
celerated sharply from the rapid pace of
growth over the past decade. Lower growth is
estimated for 1997, with expendirures increas-
ing only 3 percent as agencies gear up for the
effects of new limits and new aggregate per
beneficiary caps under ‘Vchzcare mtroduced
in October 19977

Despitc the restraining cffects of the BBA,
home health spending is expected to continue

to outpace growth in total national health

spending over the projection interval. Some of
the lower growth in Medicare spending will
be offset by increased growth in expenditures

-~ by private-sector payers and Medicaid.

CONCLUSION :
Dramatic changes have taken place in modes

* of payment and delivery for health care serv-

ices, particularly in the private sector, over the
past decade. The rapid rate of increase in
health benefits costs, combined wich near-
stagnarion in real wages, made the search for
alternatives to the unrestrained fee-for-service

- model increasingly worthwhile for employers,

while reducing employees’ resistance to
change. The key outcome of this development
was the strong growth. in private managed
care enrollment, which has proved successful
in containing costs for health benefits in'the
private sector. at least in'the short rerm. Real
per capita growth in spending in the public
sector, in which strucrural changes have been
less extensive in recent years, has been rapid

" in comparison to the private sector since 1989,

following a period of relatively slow growth in
public-sector spendmg t:hroughout the 19805

‘One critical question for the coming dec-
ade is whether managed care and other re-
lated changes in.modes of payment can con-
tinue to restrain growth in health care costs.
Although the expansion of managed care will
conrinue to be a factor in determining growth
in health care costs, it will play a smaller role
than it has in recent years. This is largely due
to the anticipated slowdown in private-sector
enrollment as penetration exceeds the 85 per-
cent rate reached in 1997.2

Two developments are likely to have more
important effects on health spending growth
over the coming decade. The most important
moderarting influence for growth in health
care costs is expected to be the slowdown
projected for Medicare and (to a lesser exrent)
Medicaid. For Medicare, this reduction will
occur in response to cost-containing provi-
sions of the BBA. including the implementa-

“tion of prospective payment for 1 wide range

of services, as well as scheduled reductions in
payment rates to providers. The second devel-
opment is the recent higher growth in real per
“capita income, which, when combined with
the anticipated slowdown in private-sector
managed care enrollment increases, will boost
growth in real per capita private health
-spending. This trend will more than offset the
slower growth expected for the public sector,
producing a net acceleration in growth for ag-
gregate real per capita national health spending.
While spending growth is projected to ac-
celerate over the next few years, our analysis
concludes thar the changes in markets’ for
health care experienced over the past decade
can‘be expected to slightly moderate the rate
of growth in real per capita health care spend-
ing. However, this reduction is unlikely to be
substantial enough ro offset long-term pres-
sures on the system associated with growing
demands on available economic ‘resources,
both for the public and the privare sectors.

The opinions expressed here are the responsibilicy of
the authors and do not necessarily represent the views
ofthc Health Care Financing Administration.
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Deflated usirig the gross domestic product
(GDP) deflator.

A large fraction of the acceleradon in real per
capita growth apparent in 1998 is actually asso-
ciated with a sharp dip in the GDP deflaror,
which is projected to increase only 1.2 percent in
1993, down from 2 percent in 1997. The increase
in nominal terms is much less dramatic: Nominal
growth in aggregate national health spending is

projected to increase from 4.8 percent in 1997 to

5.3 percent in 1998, compared with an increase in
real per capita growth from 1.8 percent in 1997 to
3.5 percent in 1998.

The age’sex indices were developed using the

Tollowing surveys: 1993 National Health Inter-

view Survey, 1987 National Medical Expenditure
Survey, 1990 National Hospital Discharge Sur-
vey. 1992 Nadonal Hospital Ambulatory Medical
Care Survey. and 1985 National Nursing Home
Survey. Population by age was based on Social
Security Administration Area Population projec-
tions from the 1998 trustees’ report.

This represcntation is clearly an oversimplifica-

- tion of the actual changes associated with the

growth of “managed care,” which leaves room for
substantial variation in the actual techniques

" used to restrain costs. Many PPOs manage care

wholly or primarily by constraining access to a
restricted panel of providers who agree to dis-
counted rates, whereas HMOs often play a'more
active role in the determination of the nature of
services provided through urilization manage-

. ment. Although such differences exist and have

implicacions for the e¢ffects of managed care over

time, an analysis of shifts within managed care is

bevond the scope of this paper.

Our projections are based on the intermediate
set of economic and demographic assumptions
used in the 1998 annual reports of the Old-Age
and Survivors lnsurance and Disability Insur-
ance (OASD!) and Medicare Boards of Trustees

to Congress. For certain additional variables, in- -

cluding components of key input price indexes
for hospitals, skilled nursing facilities. and home
health agencies, as well as disposable income, we
have relied on February 1998 forecasts from
Standard and Poor's DRI, adjusted for consis-

tency with macroeconomic pro;cctxons from the

OASDI Trustees Report.

. Board of Trustees, Federal Hospital [nsurance

Trust Fund, 1998 Annual Report of the Board of Trus-
tees of the Federal Hospital Insurance Trust Fund,
House Document 105-245 (Washington: US.
Government Printing Office, 1998). 1-98: and
Board of Trustees, Federal Supplementary Medi-
cal Insurance Trust Fund, 1998 Annua] Report of the
Bourd of Trustees of the Federal Supplementary Medical

Insurance Trust Fund, House Document 105-244
‘ (Was}ungton U.S. GPO,1998),1-78.

Board of Trustees, Federal Old-Age and Suni-
vors Insurance and Disability [nsurance Trust

- Funds, 1998 Annual Report of the Board of Trustees of

the Federal Old-Age and Survivors Insurance and Dis-
ability Insurance Trust Funds, House Document 105-
243 (W:xshmgton U.S. GPO, 1998), 1-219.

"~ W.G. Manning et al., “Health Insurance and the

Demand for Medical Care: Evidence from a Ran-
domized ‘Experiment,” American Economic Review,
77. no. 3 (1987): 251-277; and T. Getzen, Health

Economics: Fundamentals and Flow of Funds (New .

York: John Wiley and Sons, 1997),388-395,
418-421.
T. Getzen, *Macroeconomic Forecasting of \Ia

tional Health Expenditures,” in Advances in Health

Economics and Heulth Services Research, vol. 11, ed. R.
Scheffler and L Rossiter (Greenwich, Conn: JAl
Press, 1990), 27-48; and J. Cookson and P. Reilly.
Modeling and Forccasting Health Care Consumption,
Milliman and Robertson Research Report (Rad-
nor, Pa.: Milliman and Robertson. 19 May 1994),
1-25.

Throughout this paper we use the term fee-for-
service as a synonym for the largely unrestricted
(unmanaged) form of fee-for-service coverage,
which was the dominant form of health insur-
ance coverage into the 1990s, although, strctly
interpreted, the teérm is not exclusive of some

" types of managed care, since some PPOs con-

tinue to pay for services primarily on a (dis-
counted) fee-for-service basis.

R. Miller and H. Luft, “Managed Care Plan Per-
formance since 1980: A Literature Analysis.” jour-
nal of the Americun Medical Association 271, no. 19
(1994): 1512-1519; D. Cutler and L. Sheiner,
“Managed Care and the Growth of Medical Ex-
penditures.” NBER Working Paper Series no.
6140 (Cambridge, Mass.: National Bureau of
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and G.A. Melnick, “Can Managed Care Plans
Control Health Care Costs?” Health Affairs (Sum-
mer 1996): 185-199. and L. Baker and S.
Shankarkamur, “Managed Care and Health Care
Expenditures: Evidence from Medicare, 1990-
94.," NBER Working Paper Series no. 6187 (Cam-
bridge. Mass.: National Bureau of Economic Re:

‘search, September 1997).

M. Chernew, AM. Fendrick, and R.A. Hirth,
“Managed Care and Medical Technology: [mpli-
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(March/April 1997): 196-206; D. Cutler, “Tech-
nology, Health Costs, and the NIH* (Paper pre-
pared for the National Institutes of Health Eco-
nomics Roundtable on Biomedical Research,
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The BBA modifies but does not eliminate this
link. Relevant provisions include restraines on
growth in payment rates, the introducton of
risk adjusters in 2000, and the carve-out of pay-
ments for disproporrionate share. The introduc-
tion of risk adjusters to payment formulas in
2000 is expected to reduce problems with favor-
able selecrion bias into managed care plans.

The ineroduction of risk adjusters to payment
formulas for managed care, scheduled for the
year 2000, will reduce the mte of increase w
Medicare cost growth associated with cthe move-
ment of beneficiaries to managed care.

A. Krueger and H. Levy, “Accounting for the
Slowdown in Employer Health Care Costs”
NBER Working Paper Series no. 5891 (Cam-
bridge, Mass.: National Bureau of Economic Re-
search, January 1997), 1-28.

Board of Trustees, HI Trust Fund, 1998 Annual

Report of the Bourd of Trustees of the Federal Hospital
Insurance Trust Fund, 1-98; and Board of Trustees,
SM! Trust Fund, 1998 Annual Report of the Board of
Trustees of the Federal Supplementary Medical nsurance
Trust Fund, 1-78.

Initial implementation was scheduled for nurs-
ing homes tn july 1998, for hospital outpatient
services in January 1999, and homie hcnlth serv-
ices in October 1999.

Medicare Payment Advisory Commission, Report
to the Congress: Medicare Payment Policy, vol. |
{Washingron: MedPAC, March 1998), 5355,
Includes spending for hospital care: physician,

dentist, and other professional ‘services; home

health care: durable and nondurable medical
products: nursing home care; and other personal
health care.

Although this gcncr:d pattern of growth is be-
lieved to be credible, one caveat is called for in
interprering its implications. Within the projec-
tions model, medical prices are measured by a
mix of consumer price indexes {(CPls) and input
price indexes. Neither of these types of indica-
tors is likely to accurarely caprure variation in
medical prices. The medical CPls. in particular,
are likely to miss much of the vaniation in prices
which results from negoriated discounts from
list prices. Since measurement error is captured

in our measure of intensity, this may resultinan

understatement of the contribution of variations
in medical inflation to health cxpcndxturcs
growth.

. The Health Care Financing Adrmmsrr:mons

(HCFA's) program-integrity efforts appear to

have contributed to a marked slowdown in
Medicare cost growth in 1997 prior to the imple-
mentation of the BBA.

Mercer/Foster Higgins, National Survey of Em-

- ployer-Sponsored Health Plans (Néw York: Willidm

M. Mercer, Inc., 1997), 9.

HEALTH AFFAIRS

Volume 7.

Nu»mbc(’s



Fie,
@d\/
s

ﬁrms there are better ways to A
spend public dollars. ’

By MICHAEL D. REAGAN

President Clinton wants to add 10%, or
$1.15 billion, to the National Institutes of
Health budget for fiscal 1999, bringing the
total to $14.8 billion. And doubling the NIH
budget in five years is being seriously dis-
cussed in Congress. That's a no-brainer, a
great idea, right? But compared with other

_ needs? Maybe not.

'death i-étes Mlght not a natlonal campalgn A
bu;lt on this state’s model (that i3, the

' tes},: fmellitus patients‘ar’

Some of those other needs are within
medical care: - -

e The 1997 Balanced Budget Act
included more than $20 billion to develop
health coverage for perhaps half of the
country’s uninsured children; that leaves 5

million other children uninsured. Can we .

assume that all of the $14 billion it will take
to double NIH's budget will be better spent
tharn if some or all of it were spent on cov-
erage for more kids?

t;' Congress and the admuustratxon are
hellbent on reducing the cost of Medicare
by shovmg seniors into HMOs. Maybe some

pressure on seniors to.give up their long-<

txme family phy31c1ans in order to accept
chgaper care through managed care

,,,,,

ammal flu shots. Insuhn; 8p

recommended dﬂated é e exam Within
surveyed year: and 20% had had no eye
amp in two years. :

to*‘chmcal .evaluation 'of existing treat-

ments procedures and, off-label uses of

approved drugs. Only about-one-eighth-of
1%,,of U.S. health spending supports that
kind of health services research, which is

neéded to develop cost-effective guidelines -

and“ reduce inappropriate and ineffective
treatments That work is done not in NIH
but«m the meagerly funded Agency for

Heéalth:CareyPolicy, cyzand earcheinsthe:
Pubnc*Healti’%s‘ém& I

.s Better medical care can be. obtainedz;‘b"f ; :
with less waste, if we devote more. funding

o’

—Eud S T e ?aasmm‘?ms SEEY;
] mh&{z is added to NIH, while Con- - are producmg cleaner and
s

A ar ‘benéficial:bothito:the: economy‘,
atm?in the natlon 3 heali:h Their slow:p pacfz could_

‘itselfmotmtéwunbﬂajgg’f

) PreSIdent Clmton as again proposed -
budgeting $5 billion for school moderniza- .
tion, after abandoning an earlier version
last year. That's nice—but the General
Accounting Office estimated the national
need at $112 billion. And early Head Start,
combined with food and health treatment
for very young children, is a winner in
usefulness, but still greatly underfunded.

¢ An Alameda County research study in
‘the New England Journal of Medicine con-

‘Better medical care can be
obtained, and with less waste, If
we devote more funding to
clinical evaluation of existing

- treatments, procedures and
offlabel uses of approved drugs.’

firmed that long-term poverty is a caus-
ative factor in depression and other mental
problems. Perhaps more money- should be
pumped into the federally funded: but

~locally operated community development .

programs that are reviving economicaily

-depressed inner cities: And into sadly- -
- -neglected: vocational- education-for* ‘nonz"

yous gpmmg%

il gadalaomnr o
’xi\-ﬁwu'ﬁ VW aiﬁbf Braaey "‘2%:

‘f » DRAWINGBOARD / ROGERS

..\\-

f“f\Are all -of these needs less urgent t.han
‘increaging medical‘technology: experidi-.
tures at:the rate of 15% a year? Imagine
what could be done with schools, inner.city.
housing and economic development, public
transportation so that ex-welfare clients
can get to the suburban jobs in need of
workers and-other urban and rural infra-
structure needs if we increased their bud-
gets 15% a year.

The NIH budget proposals are being jus-
tified in part as needed to make up a
shortfall caused by managed care compa-
nieg’ reluctance to pay routine costs of
patients in early clinical {rials and by aca-
demic. medical centers’ deteriorating
financial situations (also partly caused by
the economics of managed care competi-
tion). Consider this irony: Because the

- | companies paying extraordinarily high

executive salaries and squeezing patient
expenses to keep Wall Street happy don't
want to continue contributing to clinical

. trials, we taxpayers are to give No. 1 bud-

get priority to NIH.

Because health plans are immediate
beneficiaries of federally funded medical
research, why shouldn’t Congress legislate
instead that these firms set aside some
small percentage of income to continue
contributing to research? In short, why
should. medical research win the budget
sweepstakes without even having to
compete"

«Mwhael’D&Reagan dsany emeritus profes- ’
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. -demographic and socioeconomic charactenstlcs of uninsured Medmald-ehglble '

E REGIONA ND P | CueinG.
.)K. AL ANTAYE “‘)
Has Falling Union Membershlp Contrlbuted to Rising Inequality? Rising wage =)
mequahty among men over the past 25 years has occurred at a time when male union %@ wie 5
membership has been falling dramatically.” A new study estimates that the sharp drop
in male union membership from 31 percent in 1973-4 to 19 percent in 1993 can
explain 10 to 20 percent of the rise in male wage inequality over that period. Other

studies have found that the fall in union membership can account for about one-

quarter of the rise in male wage inequality over the 1980s. Declining union

- membership can increase wage inequality because unions tend to increase wages for

‘Study Documents Continuing Crisis in Low—Income Rental Housing. Desplteﬁ’

low-skilled workers relative to high-skilled workers. The re se.i7 1 ity also found that
in the public sector, where membership has increased, union 1--:./0n has apparently ~
forestalled rising wage inequality to a significant degree. There was little overall C‘
change in union membershxp for women over the perlod studied. I C(\L\C
L >
1, Cﬁ
robust economic growth between 1993 and 1995, the number of households ‘with - ff? O?{(
“worst-case” housing needs remained at an all-time high.of 5.3 million, according to /
anews partment of Housing and Urban Development. Households

Ko

of families with worst-Case needs increased by 8 percent bétween 1991 and 1993 and /3}
then held steady between 1993 and 1995. Worst-case needs increased dramatically &

! GAO Reports on Uninsured Medlcald-Ehgnble Chlldren In 1996, 3.4 million
‘Medicaid-eligible chlldren—-23 percent of those eligible under the Federal

" children. Ov

K(Olr -
_ %ﬁ%{

with worst-case needs are defined as unassisted renters with incomes below 50
percent of the area median who pay more than half of their income for rent or live in .
severely substandard housing.. While all of these families qualified for HUD
assistance, the Department did not have adequate funding to help them. The number

for working poor families over this period, rising by 24 percent between 1991 and
1995. The number of rental units affordable to families with less than half the area
median fell by 900,00 units 9 ,percent) between 1993 and 1995.

mandate—were among the 10.6 million children without health insurance, according
to a recent study from the General Accounting Office. The report finds that the

children suggest that outre oups. In
particular, the majority were children of the working poor or near poor, and their
parents were often employed by small firms and were themselves uninsured.
Hispanics have the hlghest unmsured rate among unmsured Med1ca1d~ehg1ble.

families. finsured Medlcaxd-e igi ildren live
in the West and South?The study reports that some states have undertaken education
and outreach 1mt1at1ves and have tried to change the image of the program and

- simplify enrollment. ~However, more effort to target immigrant apd ethnic
communities might be warranted; tategies provided for in the Balanced

Budget Act—such as continuous enroliment and presumptxve e11g1b111ty—-have not
been widely 1mplemented .

,Weekly Economic Briefing - 6. . ' :  May1,1998
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Associated Prees

Virginia Rejects fTinies Wins 2 Pulitzers

Paraguayan

By NORMAN KEMPSTER
TOMES STAFF WRITER

WASHINGTON~The governor
of Virginia refused Tuesday night
to block the execution of a 32-

year-old Paraguayan citizen,

brushing aside a warning.from U.5.
Secretary of State Madeleine
Albright that the case could
undermine international justice and
endariger Amencan citizens trav-
eling abroad.

Minutes after Gov..James S.
Gilmore III rejected clemency,
Angel Franciico Breard was exe-
cuted by lethal injection at the state

prigon in Jarratt, about 535 miles
.south of Richmond, .

The governor said Breard “was
convicted and sentenced to death
fot the attempted rape and brutal
murder” of a 39- year-old neighbor,
Ruth Dickie, in 1992, The U.8.
Supreme Court refused to inter-
vene Tuesday. - .

The ¢ase attracted mtematmna!

attention beczuse-Breard was -

never informed of his-right to
receive diplomatic. assmance from
the Paraguayan Em
required by the Vienn

convention,

a cornerstone of International law. .

Police in theé-Washington duburb
of Arlingron, where the crime took
place. admitted that they had not

a¥sy;, as -

Pleas, Executes o Spot News; Photos

= Journalism: Honors bestowed for bank shootout,
addiction stories. Public service prize goes-to N.D. papei-.

By DAVID SHAW
TIMES STAFF WRITER

The Los Angeles Times won two
Pulitzer Prizes and the New York
Times won three Tuesday, but the
most coveted Pulitzer ofall—the
gold medal for meritorious”public
service—-was awarded to the stpall
Grand Forks, N.D., Herald (cireu-
lation 37,000) for its coverage of the
March 1897 floods and fire that
destroyed more than 10% of the
city's homes and ravaged the
newspaper's own offices. . |

The Pulitzer Prize Board prmed

l

o PULITZER FOR ROTH
Novelist' Philip Roth won in- 1
tom‘th nmeaafmalmt AB

the Grand Forks paper for its, sus-
tained and: informative coverage,

-vividly illustrated with photo-

graphs,:that helped hold :wcom-
munity together in the wake
disaster, EE o

The Los Angeles- 'I‘lmes won its

" Pulitzers in the spot news category

{for_“comprehensive coverageof a
botehed bank robbery and subse-
quent .police shootout” in>North
Hollywch'!ast spring and in t}'ie

photographs~22 in all-—were pub-
lished last fall, illustrating the
paper's two-day series of stories on
“QOrphans of Addiction” written by
reporter Sonia Nazario.

Most Pulitzers are given fo indi-.

viduals. but the prize for the shoot-
out coverage was given to The
Times" staff, 30 of whom worked on
various aspects of the story on the
first day alone; this was the third
Pulitzer in six years awarded to the
entire local reporting staff of The
Times for coverage of a Southern
Caiifornia tragedy. The staff also
won Pulitzers in 1993 for coverage
of the riots in South Central Los
Angeleg and in 1985 for the
Northridge earthquake. *

This was the fourth time since
1869 that The Times has won two
Pulitzers in a single year. The
paper has now won 22 since its first
in 1942

The New York Times, which hag
won 77 Pulitzers—more by far than
any other news organization—won
three Tuesday for the fourth time

.since 1978. The three went to;

Linda Greenhouse, in beat report-
ing, for her “consistently illumi-
nating coverage of the United
States Supreme Court;” to Michiko
Kakutani, in eriticism, for her
‘mnrsinmate intelligant writing on

Debate Derails

Disposal Plan
for Napalm

By ERIC LICHTBLAU

* TIMES STAFF WRITER

A decade ago. it was a barge
loaded with garbage that generated
an international stink, fioating
homeless down the East Coast
because no one wauld take its
contents.

Now it is 2 rail car filed with
napalm, bound for the Chicago area
from Southern California this week
amid a runaway debate about how
best to dispose of the deadly chem-

ical remnants of the Vietnam'War,
The train left Fallbrook in

northern San Diego' County on Sat-

.urday carrying two 6.000-gallon

drums of napalm in one car. It
rumbled through Texagori. |

Tuesday, headed for an Indiana
treatment plant as the first step ina
two-year plan to dispose of 3 mil-
lion gallons of the jellied gasoline
and turn it into industrial fuel.

But there is a hitch: The treat-
ment plant ne longer wants the
stuff, and an array of powerful
people in the Midwest wants the
train to turn around.

The political maelstrom that the
disposal has generated in the Chi-
cago area in recent weeks "has
made it impossible to continue with
this napalm recycling project,”

* Pollution Control Industries Presi-

dent Robert L. Campbell said
Tuesdav, The tug of war nver the

Medjcations
Kill 100,000
a Year,

Study Says

n Health: Adverse
reactions to prescribed
drugs are found to be far -
more commeon than
previously thought, But

. some question research

methods.
By TERENCE MONMANEY

TIMES MEDICAL WRITER

Properly prescribed medications
may kill more than 100,000 people a
'year, taking more lives than diabe-
tes or pneumonia, according to a
new analysis that suggests pre-
seription medications cause more
harm than previcusly believed.

The study, appearing today in the
Journal of the American Medical
Assn., estimates that 76000 two
137.000 people died in 1984 from
such treatments. That would make
30-called adverse drug reactions
between the sixth and fourth lead-
ing cause of death in the United
States.

Moreover. of the 33 million hos-
pitalized patients in 1994, some 2.2
miilion had a nonfatal reaction
serious enough to require- medical
atiention, the researchers say.

Afthough some expefis ques-
tioned the study’'s methods, the
new estimates put the problem In
the most dramatic light yet.

The study “puts into clear per-

spective that adverse drug reac-
tions are & major form of death and
injury that can be prevented.” said
Dr. Stdney Wolfe, director of .the
Public Citizen Health Research
Group. He said the injuries and:
deaths detailed in the study are
nearly twice as high as estimates
recently done by his consumer
8TOUp- :
The findings should not encour-
age people to abandon vital medi~
cations, said the study’s leader. Dr.
Bruce Pomeranz of the University
of Toronto, who said he was sur-
prised by the death toll. "What's
needed is more awareness of the
potential problems with taking
some drugs. Before you take a
medication you should know about
its risk-benefit ratio,” he said,

In addition. Pomeranz and other .
researchers say that the new find-
ings should spur hospitals and doc-
Lors te monitor patients more
closely to reduce pommal tcxic
drug reactions,

The Pharmaceutical Research
and Manufacturers of America, an
drug industry group, cautioned
patients not to panic, 'Prescription
medicines are safe and effective
when used properly.” president
Alan Holmer said in a statement.

The analysis did not specify
which drugs were most risky ar
what diseases patients had when

- the adverse reactions occurred. But

other studies have found that the
drug types causing the most serious
medical problems in hospitalized
patlents are painkillers—from nar-
cotics that halt breathing to aspirin
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lished last fall, illuatraling the
paper’s two-day serfes of stories on
written by

; given to ‘indi-
viduals, but the prize {6t the shoot-
out coverage wap given Lo The
Times! staff, 30.of whom worked on
various aspects of:the story on the
first day alone; this was-the third
Pulitzer in six yeaFs awarded to tHe
entire -loeal reporting staff of The
Times for coverage of a Southern
California tragedy. The stalf also
won Pulitzers in 1993 for coverage
of the riots in South Central Los
Angeles and in 1995 for the
Northridge earthquake. T

This was the fourth time' since
1969 that The Times has won two
Pulitzers-in a single year. The
paper has now wan 22 since its first
in 1942

The New York Times, which has
won 77 Pulitzers—more by far than
any other news organization«-won
three Tuesday for the fourth time
since 1978. The three went to:
Linda Greenhouse, in beat report-
ing, for her “consistently illumi-
nating coverage of the United
States Supreme Court;” to Michiko
Kakutani, in criticism, for her

“passionate, intelligent writing on

books and contemporary litera-
ture,” and to the New York Times
staff for its “revealing series that

Please see PULITZER, A6

Debate Derails
Disposal Plan

-for Napalm

By ERIC LICHTBLAU
TIMES STAFF WRITER

A decade ago. it was a barge
loaded with garbage that generated
an international stink, floating

_homeless down the East Coast

becayse ne one would take its
contents.
Now it iz a rail car filled with

.napalm, bound for the Chicago area

from Southern California this week
amid a runaway debate about how
best to dispose of the deadty chem-
ical remnants of the Vietnam War.

The train left Failbrook in
northern 8an Diego County on Sat-
urday carrying two 6,000-gallon
drums of napalm in one car. It
rumbled through Texas on

Tuesdsy, headed for an Indiana
treatment plant as the first stepina
two-year plan to dispose of 3 mil-
lion galions of the jellied gasoline
and turn it into industriai fuel.

But there {3 a hitch: The treat-
meni, plant no longer wants the
stuff, and an array of powerful
people in the Midwest wants the
train to turn around.

The political maelstrom that the
digposal has generated in the Chi-
cago area in recent weeks “has
made it impossible to continue with
this napalm recycling project,”

. Pollution Contrel Industries Presi-

dent Robert L. Campbell said
‘Tuesday. The tug of war over the
issue has given the firm no choice
but to pull out of the $1.7-million
contract, he said.

Please see NAPALM, A5

Kill 100,000
a Year,

Study Says

u Health: Adverse
reactions to prescribed
drugs are found to be far
more common than
previously thought. But
some question research
methods.

By TERENCE MONMANEY
TIMES MEDICAL WRITER

Properly prescribed medications
‘may kill more than 100,000 people a
‘year, taking more lives than diabe .
tes or pneumonia. according 16 a
new analysis that suggests pre-
scription medications causg more
harm than previously believed.

The study. appearing today in the
Journal of the American Medical
Assn.. estimates that 75,000 to
137.060 people died in 1994 from
such treatments, That would make
so-called adverse drug reactions
between (he sixth and fourth lead-
ing cause of death in the United
States.

Moreover. of the 33 million hos-
pitalized patients in 1994, some 2.2
mitlionn had a nonfatal reaction
serious enough to require medical
attention, the reseirchers say.

Although some sxperts ques-
tioned the swudy’s methods. the
new estimates put the problem in
the mast dramitic light yet:

The study "puts into clear per-
spective that adverse drug reac-
tions are a major form of dedlh and
injury that can be prevented.” said
Dr. Sidney Wolfe, director of the
Publie Citizen Health Research
Group. He said the injuries and-
deaths detailed in the study are
nearly twice as high as estimates

‘recently done by his consumer

group.

The findings should not encour-
age people to abandon vital medi-
cations, said the study’s leader. Dr.
Bruce Pomeranz of the University
of Toronto. who said he was sur-
prised by the desth toll. "What's
needed is more awareness of the
potential problems with taking
some drugs. Before you take a
medication you should know about
its risk -benefit ratio,” he said.

In addition,”Pomeranz and other
researchers say that the new find-
ings should spur hospitals and doc -
tors t6 monitor patients more
ciosely to reduce potential tox]c
drug reactions.

The Pharmaceutical Research
and Manufacturers of America, an
drug industry group, cautioned
patients not t¢ panic. “Prescription
medicines are safe and effective
when used properly,” president
Alan Holmer said in a statement.

The analysis did not specify
which drugs were most risky ar
what diseases patients had when
the adverse reactions occurred. But
other studies have found that the
drug types causing the most serious
medical problems in hospitalized
patients are painkillers—from nar-
cotics that halt breathing to aspirin
pills that induce stomach bleeding;
antibiotics and antiviral drugs,
which can cause severe diarrhea.

Plense see DRUGS. A8




fhas country's economie develepmends
neur full employment, low inflation, the
stock murket continuing fo “outbull” itself.
Yet the line between the well-off and the
not well-off seems to be growing more
marked. What role do you see for anditrusi
in this?

Anzwer: Antitrust really is the part of
the economic Leam in government that
focuses on consumers. Qur concern isnot
simply whal's good for business, but
what's good for America’s consumers.
That is as true for the sort of small-time,
one-time consumer. . . . We've done
cases recently invelving the price of
school milk—you're talking only about a
few cenis on a carton of milk—up
through some very sophisticated iech.
nologies, whether it's telephones, com-
puters. Bui 1 think, in that respect, anti-
trusl is probably the mest focused part of
the government's economic analysis in
terms of consumer interests.

Q: Couddn't that have been said of anti-

trust over the years, and this is really just

_a shift of rhetoric here? Hasn't it ahways
been to protect the consumer?

A: When it did what it was supposed Lo
de, it's always been consumer focused.
However, there were times in the his-
tory of antitrust where, I think, people
worried aboul competitors. In other
words, they were concerned about the

Ronald J. Ostrow has covered the Jus-
tice Department and related assignments
Jor The Times since 1966,

Pelitors Gu st
Iitarests. And II ”IL .
more efficient competitor, our Jnh iw not
to hamper that competitor.

Q: With the global economy breoming
mare of u veality cvery day, is there u
dunger that vigorous gntitrust
enforcement’s going to be a brake on the
ability of I/.S. companies Lo compele?

A;: 1 think it's just the opposite. You

‘started out by saying, look at how strong

our economy {8 right now. I think there’s
no doubt the American economy ig the
strongest in the world. But #t's also the
mosl competitive economy in the world.
f you look at what's going on in Asia and
elsewhere, you see some of the problems
that these countries face becauyse of reg-
ulatory protection, of a model that says
let's protect our domestic fipm in the
mternauonal arena. I think that hurts a
country's busi The U.S,

right now is & very competitive econo-
my, and we need to make sure, through
the appropriate enforcemerdt of the anti-
trust laws, that that competition remains
vigorous domestically.

Q: Do you think, in the case of Japan,
that that might be what's happening with
their economy right now?

A: 1 think that’s part of what's going
on. ... People are not uged ic compeling
in the rough and tumble. That's one of
the problems I think that we dealt with
in the breakup of American Telephone
and Telegraph, where you had a long-
term monopoly, used to a highly

Vembao 0 we qeit, e ve probubly
Lot some L grond pares looking ut cars
tebsinvolviog vorpaties m, | don't know
how muny Jiferent nalions—-but sl
over the globe. We have investigative
resolrees committend to cartels ina large
number of internstional conntries.

This has been a sea change in terms of
enforceinent: Whire Lwo years ago, we
had 340 million in criminal fines, last
year, because of our international
efforts, we went over $200 million. This
year, we're on a trajectory .o beat last
year's record.

Q: Mergers are at an ali-time high. Do
the numbers themselves call for greater
anlitrust enforcement, ov is there a change
in the nature of these mergers lhat
underscores the need for greater
enforcement?

A: [think there are Lwo or three things
that Jead o this. Obviously, if you see a
rise in the numbers, pure and simple,
that's going lo mean you're likely to
have more enforcement action just a8 a
percentage.

But there are two things that are
really key here. One is thal these are
Btrategic mergers. These are not lever-
aged buyouts. These are not, if you will,

- economic takeovers. Thege are people

iooking either for aynergy in their busi-
nesses, which would be good for con-
sumers, or looking for markel power,
which would be not so good for
consumers.

The second factor ig, if you look at the
gize of these mergers, up until quile

et evaty eore BRI,

Atd bl ol OUE ana ysr; the price of

thse epns wounld have gone up some and

that would have been passed right along
W every consumer who drinks a soda
pop or 4 Ieer out of an aluminum can,

We had a recent case involving a
merger between Scott Paper and
Kimberly-Clark, These were basic con-
sumer products like Baby Wipes, in
which we required divestiture in order io
keep the pricesdown. ... We dida casein
Texas on the cost of white bread, a basic
commadity.

‘Then, of course, we do some much
more elaborate and complicaled cases
like AT&T. But if you look al the AT&T
divestiture, fror 1984 1o today, in real
terms, adjusted for inflation, the cost of a
long distance phone call has cone down
80%. You can get frequent flyer miles,

" you can get this "x” cents a minute Kind

of deal. Remember when we all had the
rotary dial telephones, and yon look |10~
daylatthe kinds of services. A lot of that
is the product of compelition Lthat we set
in place—the Justice Department did—
in the AT&T breakup. And Lhere are
numerous other cases we're looking at.

I've announced this issue of airline
pricing in hub cities, Thig is obviously a
real concern for America’s consumers,
and we are doing the work to find oul
whether there are important antitrust
issues there or not.

Q: Abou! this job, do you find it more
challenging, rewarding or less of ¢ nightly
problem when you go home from woerking
here, thun in the | White House] counsel's
office?

yuu do in that job huas those kinds of
dimensions {o it

[ enjoyed my time in the White Houge.
1 thought it was a very valuable time, 1
believe I made a real contribution there.
Hut it’s a different set of skills and dif-
ferent people, | think, enjoy themseives
more or less, depending on the nature of
the experience.

Q: On Microsoft, do you see that as the
first in a serivs of actions in that field, in
thut industry?

A: Well, it's obviously an industry
that's very eritical w0 our economy. We
are certainly devoling appropriate
resources o analyze, consider and think
aboul what future aclions one woul(l
lake.

Part of what we're trying 16 do is see
what the appropriate general principles
are for conduct in this very fast-moving,
high-tech indusiry. But it's also an
industry that involves a huge number of
consumers who essentinlly are often
interconnected with respect to a single
product—so0 there are issues of market
power inthis industry.

1 think it’s very hard (o anticipale
when you have onguing investigations
what the sltimate oticone will be. But
it's hardly surprising to me that people in
the antitrust ares will, 1 think, as we
move inte the 2ist century, certainiy be
focused on the relationship of antitrust
to high-tech saciely, anid an economy
that’s essentially an information-based
economy. So 1 would sxpect those {ssues
will be with us for some time.

DRUGS: Study Finds 100,000 Deaths a Year

Continued from Al

and cardiovascular and anticoagulant drugs, which can

cause a range of problems including internal bieeding.
In addition, some people are allergic or sensitive to

particular drugs, while other bad reactions happen

when Lwo or more drugs are combined, For instance,

the widely prescribed allergy drug lerfenidine, or

patient charts, as intrugive and costly.

In their study, the Toronto researchers pooled and
analyzed- data from 39 U.8. studies on adverse drug
reactions published between 1964 and 1996, They
looked al two groups: Patienis whe underwent an
adverse drug reaction while in the hospital that was at

midpoint of 106000 drug-induced deaths. That means
that in 1994—which the researchers chose as s repre-

sentalive year——0.32% of patients on'a prescription

drug; or three out of every thousand, had a fatal
reaction.
Their approach was “conservative,” Lhe regearchers

Seldane, was withdrawn from the market this year
after reports that it triggered heart rhythm problems in
people aiso Laking the commenly administered antibi-
otic erythromyein.

Adverse drug reactions especially trouble the elder-
1y, experis’say, because they are meore likely to have
multiple underlying health problems and also tend to
have a weakened liver and kidneys, the organs that
break down anif eliminate medications.

Medical researchers believe that adverse drug reac-
tions have been underestimated for years, That is
chiefly because hospitals and physicians seldom report
such reactions, dismiss them a3 unavoidable or mmmke
them for disaase Symploms.

‘The U.S. Health Care Financing A dminisiration laat
fall proposed new federal regulations requiring hospi-
tals to step up drug-reaction monitoring. But some
physicians have criticized the proposed monitoring
system, which would involve periodic reviews of

‘What's ded Is more

of the potential problems- with taking some drugs.

Before you take a medicatlon you should know about its risk-benefit ratlo.’

DR. BRUCE POMERANZ
Of the Universily of Toronte. who said he was surprised by the death toll

least serious enough to prolong their stay, and also
outpatients who had a drug reaction bad enough o
hospitalize them.

‘While other studies have looked at those Lwo groups
separately, this was the first to combine them, leading
1o the “extremely high” prevalence of drug reactions,
as the researchers called it,

Between the upper and lower fatality estimales is the

said, in that they focused only on correctly prescribed
drugs. Their analysis did not consider other sources of
prescription drug problems, such as patient compliance
errors, intentional overdoses, narcotic ubuse and acel-
dental poisonings.

“Nor did the researchers consider the presumably
large nuinber of people with bad drug reactions who
were nol subsequently hospitatized.

“The truth is we missed a lat of people,” Pomeranz
says, including those wha “died at home,”

Still, other researchers questioned aspects of the
study because it is a “meta-analysis,” which involves
stalistically analyzing data pooled from other studies,
rather than studying real people. [t is often difficult to
establish that a very sick person died from a drug
reaction rather than an underlying Hiness, said Dr.
John Burke, a medical epidemiologist at LDS Hospital
in Salt Lake City, who has studied adverse drug
reaclions.

He urged caulion in accepting the stady as fact, but
algo praised it as a “spur to action” in attacking the
problem of adverse drug reactions. At LIS Haospital,
which has one of the nation’s few computer systems for
linking drug reactions and palient records, doctlors
have reduced adverse events by 50%.

Dr. David Bates of the Brighant and Women's Hos-
pital in Boston, who has studied hospital reporting of
ardverse drug reactions, saidf "even if the true incidence
of [adverse drug reactions| is somewhat lower” 1han
the Torenlo researchers say . . . it is stll high, and
much higher than generally recognizesd.”

Woife, co-author of the book “Worst Pills, Best
Pills,” said the analysis underscored that the United
States i “an over-medicated society.” Patients being
preseribed a drig should ask i it is absolulely neces-
sary, he said, and should also be sure o tell doctors of
any other drugs they may already be taking.
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TO The Secretary
- Department of Health and Human Services

FROM The Administrator
- - Heaith Care Financing Administration

SUBJECT  Continuation of Medicare SELECT--DECISION
ISSUE
You are required 1o make a dererminarion regarding the conrinuation of Medicare SELECT

by the end of the calendar year. This determination must address the impact of the

SELECT demonstration on Medigap policy premium costs, Medicare expenditures, and
access to and quality of care received by beneficiaries. This memorendum outlines

evaluation findings relmng to these impacts aud the issues imvolved in making the

determination.
'BACKGROUND
" A Modicare SELECT policy Is & type of Medicare supplemental (Medigap) insurance policyr

under which Madigap benefits may be reduced or sliminated if services are provided outside
of a SELECT insurer’s network. In exchanse for reduced freedom of choice on Medigap
benefits, enrollees can gencrally receive Medigap coverage through a Medicare SELECT .
policy for a reduced premium compared to a cOmParable standard Medicarc aupplcmontal

policy.

Originally propoud by the Bush Administration, Medicare SELECT was estahhs hed by the
Omnibus Budget Reconciliation Act of 1990 as & demonstration projectin 15 states for 3
years. After 8 short-term extengion of the demonstration, P.L. 104-18 was enacted in
1995. This legislation expanded the Medicare SELECT program to all S0 states and
required that the Secretary conduct 2 study and provide Congress with your determinations
by December 31, 1997, a5 to whather: (1) savings in premium cogts have not been realized
under Medicare SELECT; (2) significant additional Medicere expenditures have resulted
due to Medicare SELECT; and (3) access to and quality of care has been significantly
diminished for SELECT earollees.

Ifyou make & positive finding in any of the three areas, Medicare SELECT would be
terminated after June 30, 1998 Otherwlsa It would become permanent.

DISCUSSION

[=3U=Y0 .+ |-IIFM 1 9331 LeI LUL YU WUV I &
aF VAl R P‘LFH LEGISLHATION : 2026508168 P.O2/&yT

7”47 Gmc_, STrec -—U;(W

3



SCING LICABI UK TEIECUPLEr TULZU ¢ 1T3UT30 1+ 1+2IFM SIJILOI™ LUL #JU J901vw »

JAN=1g~1998 17110 HCFR LEGISLATION ' b 2825»998168 P.83/27

Page 2 - The Secretary -

According to en eveluation of the demonstration and a mors recent update of the

~ evalustion, both conducted by Research Triangle Institute (RTT) and fiinded by the Health
Care Financing Administration’s (HCFA) Office of Research and Demonstrations (ORD),
the following relevant findings relating to premium costs, Medicare expend.ttures, and
access/quality issues emerged.

o Premjiym Coss - Initial ﬁndings from RTT’s evaluztion indicated that SELECT
policies were almost always cheaper than the same company’s own standard ,
Medigap policy for any age group but, due to the wide use of attained age rating by
Medicare SELECT isguars, SELECT policies were genarally more expensiva for
older beneficiarics when compared to community-rated policics offered by
Prudentla/ AARP. However, in RTI's most recent comparison, as a resul of
dramatic increases in Prudential/AARP premiums, SELECT policies were genemllv
cheaper than companson ccmmumty-mted policies. :

o MQQMMM - R1ITs mmzl ﬁndmg indicated that Medicsre costs generally
- increased as a result of Medicare SELECT. The inclusion of additional data,
however, provided 8 much more mixed picture. According to the most recent
analysis of the demonatrarion, Medizare program costs increased in five states,
decreased in three states, and were not affected in three states. Because the states
- studied were not chosen to be representative of the narion, however, their
experience is not necesserily indicative of & national program. Consequently, the -
effect of SELECT on Medicare program expenditures is ambzmous

o . W - RTI's evaluation found that there were no
health status difterences between SELECT and nonSELECT beneficiaries. In
addition, there were no differences in overall satisfaction levels batween these

- populations. Finally, complaints about quality of care were negligible and were
resolved 1o the beneficiaries' satisfaction in the majority of cascs.

I remain concerned that many Medicare SELECT plans ar¢ not actively managing care but
rather are achieving premium reductions solely through discounting errangements with
hospitals, As a result, the progrem, as currently structured, is not fulfilling the policy goals
put forth when the program was first proposed, namely, creuting incentives for the ,
management of Medicare supplemanral benefits and thereby reducing costs for beneficiaries
and the Medicare program. However, any proposal to restructure the Medicare SELECT
program, whether regulstory or legislative, would face stiff opposition in the Congress.

RECOMMERDATION
I recommend you make negative determinations on all three questions posed by the statute,

thus permitting the program to become permanent. Negative findings on premiums and
access are smaighuforward. A negative finding on 2 significant increass in Medicare costs is
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Page 3 - The Sécretary

more difficult. However, the evidanca is equivocal and appears to be dominated by the
experience of only a few States from which it is difficult to generalize.

Given the current demands on HCFA resulting from BBA ifnplementation efforts,
restructuring the SELECT program is not an issue that I would recommend taking on at
this time. : ‘
DECISION

Conour 'Nonsoncur 4 . Date

i

Nancy-Ann Min DeParle
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The Honorable Albert Gore, Jr
President of the Senats

Washington, D.C. 20510 -
Dear Mr. President; -

I am respectfully submitting the determination required by P.L. 104-18, which amended section
4358(c) of the Ommibus Budget Reconcilistion Act permitting Medicare SELECT supplementa]
policies to be offered in all States

Based upon the original Report to Congfess I submitted to you last May 1996, and upon
addirional srudies to update that information, I have detenmined that the Medicare SELECT
demonstretion did_pof result in:

o  excessive premiums cogts for persons enrolled in Madicare SELECT as compared
to other supplemental policies;

o ~ diminished access and quality of care fof SELECT enrollees; or
) significant additional expenditures to the Medicare progrem.

The evidence conceming whether the SELECT demonstration resulted in “significant” additional -
expenditures to the Medicare program was mixed. According to an evaiuation of the
demonstration and a more recent update of the evalustion, both conducted by the Research
Triangle Institute and fiinded by the Health Care Pinancing Administration, Medicare costs
increased in five states, decreased in three states and were unchanged in three states. Because the
demonstration states were not chosen to be representative of the nation their experience is not
necessarily indicative of a national program. Nevertheless, there does not appear to be & basis to
determine that the Medicare SELECT demonstration resulted in significant additionat
expenditures to the Medicare program.

] am 130 sending 2 copy of this lette.r to the Speaker ofthe House cf Representatives,
| - Sincerely,

Donna E. Shalala
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The Honorable Newt Gingrich v
Spesker of the House of Representatives
~ Washington, D.C, 20515

Dear Mr. Speaker:

"I am respectfully submitting the determination required by PL. 10418, which amended section
4358(c) of the Omnibus Budget Reconciliation Act permitting Medicare SELECT supplemental
policies to be offered in all States.

‘Based upon the original Report to Congreés I submitted to you last May 1996 and upon
addftional studies to update that information, T have determined that the Medicarc SELECT
demonstration did pot result in;

o excessive premiums costs for persons enrolled in Medicare SELECT aé compared
to other supplemental policies;

o diminished access and quality of care for SELECT enrollees; or
) g:uﬂcant additional axpondltuus to the Medicare pmgram.

The ewdence concerning whether the SELECT demmmﬁon resulted in “slgniﬁcmxr addmonal
expenditures to the Medicare program was mixed. According to an evaluation of the
demonstration end a more recent update of the evaluation, both conducted by the Research
Triangle Institute and funded by the Health Care Financing Admiristration, Medicare costs
increased in five states, decreased in three states and were unchanged in three states. Beceuse the
deauvnlvabinon xlwlen vnarw sl o T B Db iR Tt F TR SAFLEI PISALP panfLineg It nas
necessarily indicative of a national program. Nevertheless, there does not appéar 1o bs & basis to
determine that the Medicare SELECT demonstration resulted in significant additional :
sxpenditures to the Medicare program.

1 am also sending a copy of this lenier 1o the President of the Senste,

Sincerely,

Donna E. Shalela
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Exhibit 3¢4 Dﬁ 4
Estimated SELECT Cost Impacts | ;
Using the Fixed Effects Model o '
‘ Estimated Estimated
Coefficient SELECT - Coefficient ~ SELECT
S .16 Quarters Data 1992-1994 15 Quarters Data 1992-1994
Alabama 0.152 %%  164% 0.146 ** 15.7%
: (0.023) (.025)
Arizona 0.140 ** 15.0 0.152 ¢ 16.4
(0.053) (.058) ‘
California -0.086 ** 82 0085 ** -8.2
(0.011) . (.012) «
Florida 0,029 # 2.9 0,044 * 43
- (0.016) (.018)
Indiana 0.378 ** 459 0.373 *» 452
‘ (0.081) (.100)
Kentucky . 0.008 N5 - 0.8 0.012 ¥$ 12
(0.024) (.026)
Minnesota 0.009 MS 09" © 0,005 A'S 0.5
- 0.037) , (.040)
Misgouri - <0109 4 -103 0.117 ¢ -11
(0.030) . . (.033) |
Ohio -0.209 * -189 01909 <173
(0.090) - (-100)
Texas 0.076 ** 79 0.080 *» 8.3
(0.023) - | (:028) -
Wisconsin 0.137 e 14.7 - 0.149 ¢ 16.1
‘ , ~(0.050) (.056) S
NOTES: s
Standard errors in parentheses.
# - significant at the .10 level
* .. gignificant at .05 level
*+ . significant at .01 lavel
NS —~ not significant. -
STIrETalechCOMPARE XI. 8\ \pwt

TOTAL P.o%



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D. C 20503

October 7, 1997

THE DIRECTOR

The Honorable Bob megston
Chairman

Committee on Appropriations
U.S. House of Representatives
Washington, D.C. 20503

- Dear Mr. Chairman;

The purpose of this letter is to provide the Administration’s views on HR. 2264, the
Departments of Labor, Health and Human Services, Education, and Related Agencies ‘
Appropriations Bill, FY 1998, as passed by the House and by the Senate. As the conferees
develop a final version of the bill, your consideration of the Administration’s views would be
appreciated.

Both the House and Senate versions of the bill provide requested funding for many of the
Administration’s priorities. The Administration is pleased that both the House and the Senate
Committees limited the number of appropriations riders, consistent with the terms of the
Bipartisan Budget Agreement (BBA). The conferees are urged to continue this practice. As
discussed below, the Administration will seek restoration of certain of the reductions to the
President’s request. We recognize that it will not be possible in all cases to attain the
Administration’s full request and will work with the conferees toward achieving acceptable
funding level

The House and Senate have included $1 billion and $2 billion more, respectively, than the
President has requested for dozens of authorities in the Department of Education, while cutting
the President’s request in a broad array of important programs. We urge the conferees to reduce
funding for lower priority programs, or for programs that would be adequately funded at the
requested level, and to redirect funding to programs of higher priority, particularly those specified
in the BBA, as noted below.

Unfortunately, a number of controversial amendments were passed on the House and/or.
Senate floor, such as an amendment that would create education block grants from Administration
priorities such as Goals 2000 and Title 1 (Education for the Disadvantaged), amendments to
prohibit or prevent the use of funds in the Act for supervising the Teamsters reelection, and an
amendment to prohibit the use of funds in the Act for the President’s National Testing initiative.
In addition, certain provisions of the House and Senate bills, such as the lack of FY 1998 funding
for the President’s America Reads Challenge and insufficient funding for Pell grants, are contrary
to the BBA. I such policies were adopted, particularly in light of other concerns raised in this
letter, the President’s senior advisers would recommend that the President veto the bill.



ment of i

The Administration appreciates efforts of the Congress to provide substantial new funding
for education activities, Unfortunately, the Senate-passed education block grant would
undermine all of these gains. The Senate’s education block grant provisions would effectively
terminate most elementary and secondary education programs, including Title I, Goals 2000,
School-to-Work, Charter Schools, Safe and Drug-Free Schools and Communities, and Bilingual
and Immigrant Education. The block grant proposal would not ensure that funds are directed to
educational problems of greatest concern, and would provide virtually no targeting toward the
neediest school districts and students. On September 16th, the President made it clear that he will
veto any bill that contains such block grant provisions.

Both the House and Senate have failed to provide the $260 million necessary for the
President’s America Reads Challenge in the Department of Education. Both the House and the
Senate have provided advance appropriations for America Reads to the Department of Education
for FY 1999, pending new authorization, which would produce a full year’s delay in getting
needed reading assistance to millions of children. The House has provided only $10 million of the

- $42 million requested for America Reads in the portion of the Corporation for National and
Community Service budget funded by this bill; the Senate has provided only $16 million for the
same program. The BBA specifically calls for funding a child literacy program consistent “with
the goals and concepts of the President’s America Reads program” at the levels proposed in the
President’s FY 1998 Budget. America Reads is one of the Administration’s highest funding

“priorities. The Administration believes that full FY 1998 funding for this initiative should be
restored to both the Department of Education and the Corporation for National and Community
Service activities funded in this bill and the VA/HUD Appropriations bill.

The Administration is working closely with the authorizing committees to develop
legislation effective for FY 1998. There is ample time to enact legislation, as needed, by
April 1st for a program that would begin on July 1st, in time for summer activities and the 1998-
1999 school year. The Administration also strongly urges the Congress to make the funds
available on April 1, 1998 under existing authorities, in the event that ﬁnal action on the
authonzatlon bill is not completed in a timely manner. e

The Administration is strongly opposed to House provisions that would bring a halt to the
President’s National Testing initiative. In his September 20th radio address, the President stated
that he will veto any legislation that denies our children high national standards through the
prohibition of the President’s national testing initiative. The national tests proposed by the
President are critical because they will, for the first time, provide students, parents, and teachers
the opportunity to measure how well students are performing in comparison to national standards
and international benchmarks. As a result, national tests will help hold schools accountable to
parents and communities for the performance of all students. The Department of Education has
the authority to develop these tests under the Fund for the Improvement of Education (FIE). We



support requirements that the Department of Education contract with the National Academy of
Science to conduct a study and report on the testing initiative. In addition, we support the Senate
provision that places overall responsibility for the testing initiative with the independent,
bipartisan National Assessment Governing Board. The Administration urges the conferees to
provide adequate funding for the FIE program that finances this testing initiative, so that sufficient
funding will also be available for continuation grants, new awards, and congressional directives.

The BBA specifies funding at the levels proposed in the President’s request for Pell grants,
which supports both a $3,000 maximum award and expanded eligibility for independent students.
While the FY 1998 maximum award level is set at $3,000, both the House and Senate have cut
the Pell request significantly. Further, neither the House nor the Senate authorize the
Administration’s proposed independent student policy. This authorization is no different from the
Committee’s annual procedure of authorizing the maximum Pell grant award. We urge the
conferees to fully fund Pell grants and to authorize the independent student change

We are concerned about three Senate amendments that could transfer almost
$100 million from unobligated balances in the Pell grant program to other Department of
Education programs. These funds are needed to fund the $3,000 maximum award and the
President's proposal to expand eligibility for low-income independent students. Therefore, the
Administration opposes these amendments. '

The Administration strongly opposes a House provision that would prohibit the
investigation of violations by, and imposition of penalties upon, States that do not comply with
the statutory requirement of the Individuals with Disabilities Education Act (IDEA) Amendments
of 1997 to serve eligible individuals with disabilities age 18 or older in adult State prisons. The
1997 Amendments reduced State burdens by reducing the number of eligible individuals and by
limiting the types of services that must be provided. . Since prison education programs havea
positive effect on reducing recidivism and on post-release employment success, the requirement to
serve this population should be proper]y enforced.

The Administration urges the conferees to fund the Office for Civil Rights (OCR) at the
President’s request of $61.5 million, $6 million above the House bill and $4 million-above the
Senate bill. OCR plays a vital role in ensuring equal access to education for all students through
enforcement of civil rights laws and regulations. Promoting harmonious race relations is an
essential part of the President’s Initiative on Race. Because OCR enforcement efforts are a
fundamental bridge to achieving this goal, OCR must be funded accordingly.

The Administration urges the conferees to fund the Program Administration account at
the Senate level of $340 million. Congress provided the Education Department $3.6 billion in
new program spending in FY 1997, and both the House and Senate bills provide a further increase
of nearly $3 billion, from $26.3 billion to approximately $29 billion, for FY 1998. The
Department must have sufficient staff resources to properly manage these new funds and
programs and to ensure the highest possible level of program performance.



The House has provided only $387 million for Goals 2000, $233 million below the
request, while the entire Education Reform account is $223 million below the request. This
violates the BBA, which stipulates that the Education Reform account be funded at the
President’s request. The Senate has provided $530 million for Goals 2000, $90 million below the
request. The Administration urges the conferees to fund Goals 2000 at the President’s request to
support education reform and challenging academic standards-in all 50 States.

The Administration urges the conferees to fund Safe and Drug-Free Schools and
Communities (SDFSC) at the President's request of $620 million, $64 million above the level
recommended by the House and Senate. SDFSC, the largest Federal school-based drug and
violence prevention program, serves more than 40 million students in over 97 percent of the
Nation's school districts and is an essential component of a comprehensive effort to reduce teen
drug use. ‘ '

The Administration urges the conferees to fund the Adult Education State Grant program
at the President's request of $382 million, $42 million above both the House and Senate funding
levels. The President's request would meet increased demand for literacy training created by new
welfare reform and immigration legislation. At the President's requested funding level, this
program would help over 4.2 million adult learners complete high school, start on the path to
postsecondary education and better jobs, and become more effective parents. At the House or
Senate funding level, about 107,000 adult learners would be denied services.

The House has included language amending the definition of an eligible lender in the
'Federal Family Education Loan Program. The language would provide a broad exception to the
current limitation on how much of a bank's portfolio can comprise guaranteed student loans,
including loans that a bank holds as a trustee for a third party. It would also permit finance
companies, the financial solvency of which, --unlike banks-- is not regulated by a public entity, to
be eligible lenders. These provisions would increase the Federal exposure to financial risk and
weaken parts of the statute enacted specifically in response to prior abuses. The provision should
not be included in the conference bill. '

The Administration urges the conferees to fund Title I; Education for the Disadvantaged
Grants to Local Educational Agencies at not less than $7.395 billion, exclusive of "comprehensive
school reform." This level would provide a minimum increase over the 1997 level of $7.295
million. The most appropriate use of the $100 million above FY 1997 would be for Targeted
Grants. This amount would provide additional education services to help over 130,000 students
in our poorest communities master the basics and reach challenging academic standards.

The Administration is concerned about the Senate’s $52 million funding level for the
Statistics program, $14 million less then the President’s request. With this funding level, the
Department of Education would not be able to move forward on a number of studies, including
those providing key data on early childhood, student achievement, teachers, and adult literacy.
The Administration urges the conferees to provide the requested funding level..
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The Administration supports the Senate-passed language assigning to the National
Assessment Governing Board the responsibility for development of voluntary national tests. In
order to carry out these responsibilities, we ask that the Conference bill include an additional
$600,000 for the Board for this purpose

The Admlmstratlon supports the House level of $50 mllllOI‘l for After School Learning
Centers (21st Century Community Learning Centers) which is the same as the Presidents Budget
‘request. These grants will help communities and schools provide safe environments for learning
during aﬁer-school hours. \

We also urge the conferees to ﬁlnd*otller high priority Education programs at the
President’s requested level, including Eisenhower: Professronal Development and Charter
Schools S

- Department of Health and Human Se ry ig‘ es |

" The Administration is deeply concerned that both the House and Senate have failed to
provide $21 million for the Administration’s new Adoption Initiative. The goal of this program is
to double the number of children adopted or permanently placed outside of child welfare systems
by FY 2002. The additional investment is small compared to the potential rewards of placing
children in supportive and loving homes. The Administration strongly urges the conferees to fully
ﬁmd this urgently-needed program at the Presrdent s requested level.

Both the House and the Senate have rescinded $21 million in mandatory research funds.
- The President’s request assumes $18 million in discretionary and $21 million in mandatory welfare
research funds, for a total of $39 million. In order to gauge the effects of welfare reform,
research is needed now more than ever. The Administration strongly urges the conferees to drop
the rescission and to fund this critical welfare research at the Presndent s requested level.

I’——‘ The Administration strongly opposes the House-passed amendment that takes away the

authority of the Secretary of Health and Human Services to certify that Federal funds may be used
~ for needl e—exchange programs Under current law, the Secretary may authorize such fundmg only
after a formal determination that a needle-exchange program would both prevent the spread of
disease and not encourage the use of illegal drugs. The Department of Health and Human
Services is currently engaged in research to answer these questions. It is premature to foreclose
possible public health benefits by legaslatlve mandate before the scientific evidence has even been
considered. :

The Administration urges the conferees to fund the Health Care Financing Administration
(HCFA) program management account at the requested level of $1,775 million. The House has
funded HCFA program management at $1, 679 mil lion, $96 million below the President's request,
and the Senate has provided $1,719 million, $56 million below-the President's request. The
~ President's request level is critical to enablmg HCFA to mount an aggressive initiative against



Medicare fraud, waste and abuse. The President's request would also ensure that HCFA is able
to comply with Year 2000 systems requirements and perform the CFO audit. The President’s
request for the Medicare Transaction System would fund consolidation of HCFA’s current
contractor systems, which needs to occur prior to, and independent of, final resolution of any
Medicare modernization issues. The House has not provided any funding for contractor
consolidation, and the Senate has provided $35 million less than the request for this program.
HCFA also faces implementation challenges as a result of the BBA. The Administration urges the
conferees to appropriate the $200 million in managed care user fees authorized in the BBA. We
are committed to working with the Congress to determine the appropriate level of addltlonal
funding for BBA implementation.

The Administration prefers the Senate funding level of $208 million for the Title X Family
Planning program. This level will serve an additional 80,000 clients in FY 1998 and will enable
the Family Planning program to continue its priorities, including outreach to women not
likely to seek services and emphasis on comprehensiveness of reproductive health services. The
Administration also supports efforts to encourage minors to discuss their health care needs with
their families.

Both the House and Senate have included a provision that prohibits the purchase of
managed care coverage that includes abortion. The President believes that abortion should
be safe, legal, and rare. However, the provision would not only maintain, but would further
limit the range of conditions under which a woman’s health would permit access to abortion.
Furthermore, it would require a physician to make a legal determination that these
conditions have been met. The Administration opposes this attempt to constrain further the’
availability of abortion services. Nonetheless, it is helpful that the provision is clear that
limitations on the use of Federal funds to provide abortion services under managed care plans do
not affect in any way the ability of States to provide such coverage using their own funds, nor the
ability of managed care providers to participate in Federally-funded programs while also offering
other coverage paid for by State or prwate funds.

The Administration is pleased that both the House and Senate have provided increased
funding for many of the Ryan White AIDS CARE Act programs, including the AIDS Drug
Assistance Program (ADAP). The Administration urges the conferees to provide as large an
increase as possible for all Ryan White AIDS CARE Act programs, including ADAP, consistent
with the President's other priorities in the bill. We also urge the conferees to allocate funds in a
way that maximizes the provision of primary care.

The Administration is concerned that neither the House nor the Senate has provided a
specific amount for AIDS research through a single appropriation for the National Institutes of
Health’s (NIH’s) Office of AIDS Research, as requested in the President’s budget. The single
appropriation would help NIH plan and target NIH research funds effectively, minimizing
duplication and inefficiencies across the 21 institutes and centers that carry out HIV/AIDS
research.



The Administration is concerned that the House has funded HIV prevention activities at
the Centers for Disease Control and Prevention at $12 million below the President’s request. The
FY 1998 Budget proposes a $17 million increase for this activity to target HIV prevention for _
intravenous drug users at risk of developing the virus. The conferees are encouraged to fully fund
the Pres1dent s request of $634 mllllon : :

The Administration strongly endorses an amendment offered in both the House and
Senate that repeals the $50 billion tobacco settlement credit contained in the Balanced Budget Act
of 1997. The amendment, sponsored by Senators Durbin and Collins and Representatives Lowey
and Roukema, garnered strong bipartisan support and should be adopted in conference.

Department of Lava r

The BBA specifies funding at the levels proposed in the President’s budget for Training
and Employment Services, including Job Corps. The FY 1998 request included $250 million for
the Youth Opportunity Area proposal. The House bill provides $100 million in FY 1999 for this
program, while the Senate bill provides $250 million in FY 1999, contingent upon enactment of
authorizing legislation by April 1, 1998. We urge the conferees to adopt the Senate approach,
provided that the date for enactment of authorizing legislation is changed to July 1, 1998. The
House and Senate bills reduce requested funding for the adult training grant program by $21 and
$109 million, respectively. We urge the conferees to restore funding for thxs program.

‘'The Administration appreciates the House s allocation of $183 million to help finance the
- year 2000 conversion of State Unemployment Insurance (UI) systems and the'Senate’s allocation
of $150 million for the same purpose. However, both amounts are below the level needed to
provide adequate funding to meet the year 2000 costs. The conferees are urged to provide the
$200 million request for year 2000 conversion costs. The House and the Senate have failed to
provide $89 million for spending on UI “integrity” initiatives (e.g., increased eligibility reviews,
tax audits). The spending is explicitly assumed in the Balanced Budget Act of 1997, and would,
over five years, achieve $763 million in mandatory savings assumed in the Act. |

On July 17, 1997, the President sent to Congress a budget amendment for $6.2 million for
the Labor Department to administer the $3 billion Welfare-to-Work program. The House-passed
bill includes no funds for Welfare-to-Work administration, while the Senate- passed bill provides
$4 million. We urge the conferees to include $6.2 'million to administer the Welfare-to-Work
program, which was agreed to by Congress in the Balanced Budget Act of 1997.

The Administration urges the Conferees to provide the President’s request of $1.064
billion for the Job Training Partnership Act. These resources are essential for locally-based.
strategies to help disadvantaged adults obtain and hold good jobs with career potential.
Furthermore, data show that this adult training program has a positive net impact on earnings.



The Senate has provided $990 million, and the House $981 million, for the Department of
Labor workplace protection programs. Both levels are about half of the President’s proposed
increase. Without the requested level, the Department will not be able to carry out a balanced
program of targeted enforcement with expanded partnerships and compliance assistance in the
regulated community, or streamline its operations to provide assistance to small businesses in
complying with various workplace laws and related executive orders, such as the systems and
technical assistance improvements requested for the Office of Federal Contract Compliance. The
conferees are urged to provide the requested level for the Bureau of Labor Statistics to ensure the
continued accuracy and reliability of all the Bureau’s programs. Funding for the independent
National Labor Relations Board has been frozen, a cut of $11 million below the request. The
Administration urges the conferees to enact the Administration’s request for these programs.

cial Security Administration

The House has provided $245 million for additional Continuing Disability Review (CDR)
funding and SSI reforms implementation, $45 million less than the President’s request. The
Balanced Budget Act of 1997 contains a provision that provides authority for a $290 million
upward cap adjustment ($45 million more than prior law) to the non-defense discretionary
spending caps for funding provided for additional CDRs. This is consistent with Senate action -
and the President’s request. Failure to provide the additional funds would mean that some 15
percent fewer individuals would have their status reviewed in FY 1998, potentially costing
hundreds of millions of dollars in benefits to individuals who would have been found no longer
eligible. We urge the conferees to provide the additional $45 million, consistent with Senate
action.

The Senate has reduced funding for the Office of the Inspector General (IG) by $7 million
from the President's request of $44 million. The reduction to the IG request would hamper the
IG’s ability to perform audits and investigations needed to prevent fraud, waste, and abuse and to
assure program integrity. The Administration urges the conferees to restore funding to the
maximum extent possible in this key area.

The Senate has reduced funding for research and demonstration projects by $7.4 million
from the President's request of $16.7 million. The reduction in research and demonstration
funding would reduce SSA’s ability to understand the reasons for growth in the disability
programs and implement initiatives intended to improve SSA’s record in returning disabled
beneficiaries to work. At the same time, the Senate specified that not less than $2.25 million shall
be available to establish a demonstration project to assist persons with disabilities due to the loss
of a limb to return to work. The Administration urges the conferees to restore funding to the
maximum extent possible in this key area, but to do so without identifying specific projects and
funding levels. The Administration believes that SSA staff are in the best position to establish a



research and demonstration projects agenda that gives full consideration to assisting all persons
with disabilities, without special regard to the specific impairments that are the cause of the
disabilities. :

Additional Administration concerns are contained in the enclosure.

Sincerely,

Franklin DZRaines ‘ o

Director

Enclosure

Identical Letter Sent to The Honorable Bob Livingston,
The Honorable David R. Obey, and The Honorable John E. Porter,
The Honorable Ted Stevens, The Honorable Robert C. Byrd,
The Honorable Arlen Specter, and The Honorable Tom Harkin



Encl'osurch
(Conference)

ADDITIONAL CONCERNS

H.R. 2264 -- DEPARTMENTS OF LABOR, HEALTH AND HUMAN SERVICES,
EDUCATION, AND RELATED AGENCIES APPROPRIATIONS BILL, FY 1998

l. nei

The Administration looks forward to working with the conferees to address the following
concerns. :

r Bill

-the-Board Administrativ . The Senate bill calls for a $76 million

- administrative cut, spread across all agencies covered by the bill. Such a cut would

have a serious impact on the operation of important programs throughout these
agencies.

Operating Plans. The House Committee report calls for all agencies covered by
the bill to provide to the Committee “operating plans” for appropriations. The
administration is prepared to work with the conferees to discuss the purpose of
this request and determine how to address it.

Depagment of Health and Human Services

Community Schools: Violent Crime Reduction. While the Administration
supports the House and Senate funding of Violence Against Women Act,

. programs, neither the House nor the Senate has provided funding for the

Community Schools program within the Violent Crime Reduction Programs
account. The House’has provided no funding for Developmental Disabilities
Special Projects activities. We urge the conferees to restore funding for these
programs.

Medicare Survey and Certification User Fees. The President's budget proposes
total funding of $158 million for the surveys and certification program, $148
million in budget authority and $10 million in user fees. The House has provided
$148 million in budget authority, $10 million below the President's request. The
Senate has provided $158 million in budget authority but has not enacted the $10
million in user fees. The Administration believes that health care providers who
derive considerable benefit from the Medicare program should fund the cost of
conducting initial surveys required for entry into the program. We urge the
conferees to enact the Administration's survey and certification user fee proposal
and to fully fund the President’s  request for this activity.




" Aging Services Prggrams'. Within the Administration on Aging, the House and the
Senate have provided no funding for the Alzheimer’s Initiative. This important
program would provide critical resources for the elderly.

Head Start. The Administration is concerned that the Senate, while providing the
full request for Head Start, would make the funds available in a manner that is
inconsistent with the Head Start Act. It appears:that the Senate intends to double
the amount of funding for the Early Head Start program out of the overall increase
provided for Head Start over the FY 1997 appropriation. We urge the conferees
to provide these funds in accordance with the bipartisan authorizing statute in
order to support the President’s goal of serving one million children by FY 2002.

Hansen’s Disease. The House bill includes language that would transfer HHS’
Hansen Disease treatment facility at Carville, Louisiana, to the State of Louisiana.
The Administration supports this transfer, but objects to how the language '
transfers property to the State of Louisiana and how it handles personnel issues.
We believe that the General Services Administration, the Federal Government’s
property asset manager, should handle the transfer as authorized in the Federal
Property and Administrative Services Act of 1949. In addition, the Administration
strongly opposes those provisions pertaining to the computation of employee

* annuities and disability retirement benefits. The Administration urges the

conferees to delete these provisions. There are a variety of ways to ensure the
well-being of and retirement benefits for these employees, and the Administration
wants to work with the conferees to draft language that is consistent with current
law. o

Additional Health Concerns. . The Administration is concerned that: the Senate
has not provided the full request for the Agency for Health Care Policy and
Research; the House has not provided the full request for the Office of Emergency
Preparedness; neither the House nor the Senate have provided the full request for
the HRSA Organ Transplantation program. To the extent possible, we urge that
the requested funding levels be provided for these additional health concerns.

Neither the House nor Senate bills fully-fund the request for HHS's Office for Civil
Rights. The Administration urges the conferees to provide the $20.5 million
requested in the Budget, which would-allow OCR to strengthen its compliance and
enforcement activities related to adoption, foster care, managed care, and welfare
reform. : -

Social Security Administration

Official Time. Language in t’he House bill would bar the expenditure of trust fund
money for employees who conduct union activitics on official time. Paying for

[N



such expenses is consistent with both Federal law and SSA’s.collective bargaining
agreements. Restricting certain funding sources from paying for this activity
would unfairly shift costs to the general fund and not reduce the amount of Federal
funds expended on this legitimate activity. This limitation should be-stricken from
the bill. ' '

. SSI User Fee. Both the House and the Senate have included language to authorize
increases to the fee States pay SSA for administering State payments that are
supplemental to SSI benefits, and provide for such funds to be available, subject to
appropriations action, upon collection for SSA administrative expenses. This
provision is identical to language in the Balanced Budget Act of 1997, which also
includes a provision directing that these additional fees shall be credited as a
discretionary offset to discretionary spending to the extent that the amounts are
made available for expenditure in appropriations acts. The Administration
commends the actions of both the House and the Senate and urges the conferees to
delete the authorization language that is now duplicative of the Balanced Budget
Act. ' ' '

Railroad Retirement Board

. . Inspector General. The House has included language prohibiting the use of any
funds other than those in the Inspector General (1G) account for the provision of
supplies, space, and services by other offices of the Railroad Retirement Board
(RRB) to the IG. The language should be stricken from the bill. The
Administration believes that the current means of financing centralized services
provided to the IG is consistent with the provisions of the IG Act and that the
RRB should not be singled out in this respect. The Administration also notes that,
once the amount specified in report language related to these support services is
factored into the total for the 1G, the Committee would effectively reduce the IG
budget by 17 percent from the FY 1997 enacted level. The President’s request is
for level funding; the reduction in the House bill is excessive.

. Inspector General. The House has included language prohibiting the RRB IG from

- using funds for any audit, investigation, or review of the Medicare program. RRB
has statutory authority to administer a separate contract for RRB, Part B Medicare
claims. The Administration believes that this language should be dropped. As
long as RRB has authority to negotiate and administer a separate Medicare
contract, the RRB IG ought not be prohibited from using funds to review, audit, or
investigate activity related to that contract.

s



Armed Forces Retirement Home
. - The House bill would reduce the $25 million capital program by one-third. The
Senate bill would reduce the capital program by three-fifths. This program
includes the renovation of the Sheridan dormitory in Washington and design of the
medical facility in Mississippi. The Administration strongly supports full funding
of these renovations, which are badly needed to serve these elderly veterans.



 MEDICARE IN THE BUDGET: Highlights-

MEDICARE SAVINGS

- $115 bllllon over 5 years nearly $4OO billion over 10 years Thls mcludes
‘ - $40 billion in hospital savings. .~
- $22 billion in managed care savmgs
- .$16 billion in home health.savings
~ = . $10billion in skslled hursing facility savungs
- $15billion in benefcxary contributions, and R
- %20 bllllon in physician, other prov:der -and fraud and abuse savmgs
+. $7 bllllon in spendlng on preventlve benel" ts & other benef iciary’ provnsnons

v

*.  Extends the life of the Part A Trust Fund by a decade
. Slows Medlcare spendmg growth per benefmary toa rate equal to that of
‘ prolected prlvate spendlng per person over the next 5 years.

l

«  End Medlcare s growth asa percent of GDP in the next ﬂve years Medlcare
‘ spendmg remams close to today s 2 8 percent of GDP . :

,MANAGEDCAREREFORMS‘« L e
‘lmproved payment methodology o

"«  Ends overpayment to managed care plans The well documented flawed
payment rates will be corrected through slower growth rates for the next 5.years.

< Reduces blas agamst rural managed care.. Managed care rates wnll phase in.
250/ 50 blend of local and national rates, with a “fidor” for the lowest rate
: countles and a mlnlmum growth rate forall.

‘New choices -

L. }.'-_,New plan optlons for benef clanes Benef cranes managed care optlons wnl -
K ;be expanded to lnclude preferred provnder organlzatlons prowder-sponsored

o :reforms mcludmg standardlzed mformatlon enrollment penods and natlon‘ C
L educatlon and pubhcnty campalgns : : ol -


http:Behe1jciariesWilf.be
http:billion.in

FEE FOR- SERVICE PAYMENT REFORMS

. Prospective payment systems for the fastest growrng servrces
- Home Health :
- . Skilled Nursing Facrht)es
- Hospital Outpatrent Departments
- Rehabilitation. Hospltals

« . Prudent purchasing. The ability to effi iciently manage the program will be
_ improved by new competitive pricing demonstrations and allowing Medicare to.

change payments by-up to 15 percent per year to bnngmg lme with inherent

reasonableness - S

'NEW BENEFITS & lNCREASEb BENEF!C!ARY CONTRIBUTIONS |

. New preventwe benefits that should save Medlcare money in the Iong run
- Mammography screening ‘ :
- Screening Pap smears & pelvic exams
- . Prostate cancer screening
- Colorectal cancer screening - :
- Diabetes self-management and test strlps ‘
- Bone mass measurement o

. Fair beneficiary contribution. The home health reallocation wrll be included in
the Part B 25 percent premium. This amount is phased in, and over the 10 years
will ralse about $40 bl|||0n

' FRAUD AND ABUSE INITIATIVES
. Builds upon Operation liestore TruSt fra.ud-combating efforts through:

- Penaltles for services offered by a-provider who has been excluded by
" Medicare or Medicaid -
- - . Penalizes hosp[tals who contract wrth provrders excluded by Medlcare or
- Medicaid R o

- Civil monetary penalnes for lllegal referrals L
: ,3_ReqUirement that providers give proper ldentlf catlon e "
! Tlghtened ehglbtlity for home health servrce ;
}.;«-,;}Ehmmatlon of fi nancral lncentlves to'start new home health agencres
s "'.‘Development of gu:dellnes for the use of home health ' e
IR Payment based on Iocatlon where home health is furnlshed [




MEDICARE CBO SCORING -
(FY 1998-2002 in btmons of dollars)' :

1998-2002
MANAGED CARE B o ST 224
HOSPITALS o . -
'Reduce Update for PPS Hospltals . ‘ 74
PPS Capital ' B ' 5.3
Reduce PPS-Exempt Hospitals S .35
PPS-Exempt Capital 05
Hospital Depreciation o . 02
. Bad Debt. o L 0.5
Puerto Rico Standardized Amount : ' 00
“ Grandfathers for LTC Hospitals , ' T 01
Retroactive Designation of Cancer Hospitals S ‘ 0.0
Lower Indirect Medical Eduction = - . - ' 56
Graduate Medical Education Pass—Through Payments Co -0.9
Eliminates IME / DSH Adjustment to Outhers . ‘ ‘ 2.2
DSH Reductions . C 06
'Recalibrate DRGs for Transfers - . - o -1.3
Rural Referral Centers = o .. 00
Miscellaneous Rural | S : - 03
- Medicare Dependent Small Rural Hospltal Extension . 02
Payment of Med. Education [& DSH] removed from AAPCCs - 40
. 'PPS for Rehab Hospitals . 1 : .03
Outpatient Prospective Payment System c -7.2
SUBTOTAL _ ' -40.0
HOME HEALTH T o C
Home Health Policy . . o0 -16.2
PHYSICIANS AND OTHER PRACTITIONERS ‘ ,
Physician Payment System ‘ ) . -53
Direct Payments to PAs and NPs . ‘ - 05
Reduce Payments to Select Pharmaceuticals ‘ -0.4
. Eliminate X-Ray Requirement for Chlropractors .03
T 'SUBTOTAL , B o 4.9
~""SKILLED NURSING FAClLITIES 8L R, : o
PRI X PRy

- Skilled Nursmg Facnllty Cost L;mlts & Per-Dsem PPS ,

8/6/97



MEDICARE: CBO SCORING
(FY 1998;2{?02, in billions of doflars)

1998-2002
FRAUD AND ABUSE | < .
Medicare Secondary Payer Extension . 15
Medicare Secondary Payer Authority and Réporting S ‘-0.4
Advisory Opinions Regarding Self-Referral : 0.2
Misc. Fraud and Abuse Provisions : 03
SUBTOTAL L A o+ 8.0
OTHER PROVIDERS = : ,
Hospice ' S -0.2
DME, P&O, Lab Competitave Bids and Rate Reduction , -0.8
Lab Updates I : o -1.9
ASC Update . = ' - 0.3
© Oxygen: ' : ‘ I -2.1
Outpatient Therapy-Providers S 1.7
Ambulance . : . _ ‘ 4 0.0
Coverage of Oral Anti-emetics , ‘ o 0.0
Veterans Administration Subvention . 0.1
PACE Program Co : " 0.0
. Social HMO Demonstration 02
SUBTOTAL . L , E ‘ 6.7
PREMIUMS & BENEFICIARY CONTRIBUTIONS L
Maintain Part B Premium at25% o ‘ -14.9
Part A Premium Interaction A h 1.1
State / Local Buy-In. - , o - 06

SUBTOTAL ‘ ‘ : ‘ o =132

BENEFIC!ARY lNVESTMENTS
Colorectal Cancer Screening . '
Prostate Screening - S
Diabetes Self—Management Training and Supphes a
. Annual Mammography Screening ,
» Screemng Pap Smears and PeIV|c Exams ;
..’ Bone Mass Measurement L
" Reduce Part B Late Enrollment Penalty ,
. Payment to states for coverage of premlum mteractuon :
SUBTOTAL : o

TOTAL MEDICARE SAVINGS » 1153

8/6/97



CBO MEDICARE BASELINE & BALANCED BUDGET ACT

" (By fiscal year, in biflions of doflars)

1997

2001 - -2002 .2003 ﬁ004

.2.7%

1998 1999 2000 2005 2006 2007 1998-2002 _ 1998-2007
) - Total Growth | Total Growth
JANUARY 1997 BASELINE _ . ,
© Total (Gross) Spending (1) ~ 208.8  227.0 . 2482 2730 2856 3137 | 3304 3682 4098 4376 4641 | 13475 85% | 33666 8.3%
Spending percapita () ' 5480 5881 6364 6911 7140 7746 | 8258 8851 9711 10200 10620 - 72% | 6.8%
. Federa!(Nat)Spending ¢ 1886  2055- 2257 2495 2611 . 2881 | 3126 3403 3805  407.0 4318 | 12299 - 88% | 31021 B86%
Spending per capita (2) | 4950 5324 5787 6316 6528 7,14 | 7606 8180 9017 9487 9,881 7.5% 7.2% -
'BALANCEDBUDGET:-"' o S o o o S , o
‘Total (Gross) Spending - 2088 2203 2331 2460 2693 2787 | 3077 3339 3709  384.8 4291 | 1,247.4 , 59% | 30738 7.5%
Spending per capita (2) 5480, 5707 5977 . 6228 . 6733 6881 | 7487 . 8026 8789 8970 9,819 4.7% . 6.0%
Federal (Net) Spending. 1886 1988  209.4 2198 2403 2465 | 2716 2037 3261 3355 3749 | 1,1148 55% 27166 7.1%
Spendlng per capita (2) 4950 5150 ' 5369 5565 . - 6,008 6086 | 6608 7060 . 7,727 7,821 8,579 4.2% 5.7%
Total Savings L a0 7 463 297 208 416 | 410 466 544 715 569 | 1151 -385.5
. PremiumRévenve . - 0.0 0 12 2.7 45 66 | -93 - 123 155 187 219 | -150 927
(1) Mandatory Spehdiné. inciuding PROS."
{2) Spendmg divided by CBO‘s Part A enroliment
o SAVINGSOVERBYEARS ST
SAVINGS OVER 7 YEARS: * .. -202.7 , ‘
- Gross Domestic Product (cv)f 7916 8277  B678 9,097 9,532 9984 10,453- 10,938 11443 11,969 12,518
(Fiscal Year) .. 7829 8187 8578 8992 9423 9871 10336 10,817 11,317 11,838 12,379
Medicare as aShare of GPD e . - ‘ o ,
- Cumentlaw . .. . 27% 28%  28% . 3.0%  3.0% 32%  33% 34% 38% 37%  3.7%
Proposed Law;.- 27% 27%  27%  29%  2.8% 3.0% ©34%  33%  33%  35%

817197

)
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MEDICARE IN THE BUDGET: Highlights -

Managed Care Reforms: Iinpro\ied ’payment'me‘thodol'ogy and more choices '

Ends overpayme‘nt to managed‘c,are, plans. The well-documented, flawed |
payment rates will be corrected through slower growth rates for the next 5 years.

. Reduces bias against rural managed care. Managed care rates will phase in

a 50 / 50 blend of local and national rates, wnth a “floor” for the lowest rate
countles and a minimum growth rate for all. T

New plan options for beneflctanes. Beneficiaries’ managed care options will
be expanded to include preferred provider organizations, provider-sponsored

. organizations, private fee-for-service plans, and, on a demonstration basis,

medi cal savings accounts.

Consu,mer information to encourage beneficiaries to participate.
Beneficiaries will be educated about their plan options through a series of
reforms, including standardized information, enrollment periods, and nation
education and publicity campa gns :

Fee-for-Serwce Reforms

Prospective payment systems for the fastest growing serwces
- Home Health : :

- Skilled Nursing Facilities

- Hospital Outpatient Departments

- Rehabilitation Hospitals

Prudent purchasing. The ability to efficiently manage the program will'be
improved by new competitive pricing demonstrations and allowing Medicare to
change payments by up to 15 percent per year to bringing line with mherent ~
reasonableness. o

- New Benefits and Increased Beneficiafy Contributions

New preventlve benefits that should save Ivledlcare money in the long-run:
- Marmmography screening :

- Screening Pap smears & pelvic exams

- Prostate cancer screerning

- Colorectal cancer screering

- Diabetes self-management and test stnps

- Bone mass measurement



R bt

. Fair beneficiary contribution. The home heaith reallocation will be included in
the Part B 25 percent premium. This amount is phased in, and, over the 10
years, will raise about $40 billion.

Fraud and Abuse Initiatives

~.«  Builds upon Operation Restore Trust through:

Penalties for services offered by a pmwder who has been excluded by

. Medicare or Medlcald

Penalizes hospltals who contract with promders excluded by Medlcare or
Medlca d

Civil monetafy penalties for illegal referrals

Requirement that providers give prbper identification
Tightened eligibility for home health services
Elimination of financial incentives to start new home health agencies

Developrhent of gﬂidelines for the use of home health

- Payment based on location where home health is furnished.



" MEDICARE: CBO SCORING
(FY 1998-2002, in bifliqns of dollars) o

1998-2002
MANAGED CARE ' . : . =221
HOSPITALS ‘ < . : o
Reduce Update for PPS Hospitals S A7,
PPS Capital ‘ i - -5.3
Reduce PPS-Exempt Hospitals z -3.5
PPS-Exempt Capital =~ 05
Hospital Depreciation . : N -0.2
Bad Debt ) ' . 05
Puerto Rico Standardized Amount | 0.0
Grandfathers for LTC Hospitals ‘ 0.1
Retroactive Designation of Cancer Hospitals - ) .. 00
Lower Indirect Medical Eduction 56
Graduate Medical Education Pass-Through Payments ' -0.9
Eliminates IME / DSH Adjustment to Outhers : - =22
DSH Reductions , : ' -0.6
Recalibrate DRGs for Transfers . - -1.3 .
Rural Referral Centers ' ; 0.0
Miscellaneous Rural : ' 0.3
Medicare Dependent Small Rural Hospital Extension 0.2
Payment of Med. Ediucation [& DSH] removed from AAPCCs 4.0
PPS for Rehab Hospitals - . 03
Outpatient Prospectlve Payment System ‘ 72
SUBTOTAL - - . : , ) ~ --40.0 -
HOME HEALTH , . S .
Home Health Policy o ' - -162
_PHYSICIANS AND OTHER PRACTITIONERS
’ Physician Payment System - ’ ‘ " 53
Direct Payments to PAs and NPs : ~ ‘ 0.5
Reduce Payments to Select Pharmaceuticals ‘ 04
Eliminate X-Ray Requirement for Chiropractors o 0.3
SUBTOTAL ' -4.9
SKILLED NURSING FACILITIES
Skilled Nursing Facility Cost Limits & Per-Diem PPS -85

8/6/97



MEDICARE: CBO SCORING
(FY 1 998—(2002,~in billions of dollars)

1998-2002
FRAUD AND ABUSE ;
Medicare Secondary Payer Extension o A -7.5
Medicare Secondary Payer Authority and Reporting ‘ -0.4°
Advisory Opinions Regarding Self-Referral ' ‘ . 0.2
Misc. Fraud and Abuse Provisions - ' , : .03
SUBTOTAL : ; ‘ ' -8.0
OTHER PROVIDERS o
Hospice A ; -0.2
DME, P&O, Lab Competitive Bids and Rate Reduction -0.8
Lab Updates o ' S -1.9
ASC Update R ‘ ‘ -0.3
Oxygen L ' 2.1
"Outpatient Therépy Providers o S -1.7
Ambulance ' , . 0.0
Coverage of Oral Anti-emetics ™ - ~ 0.0
Veterans Administration Subvention : 0.1
PACE Program _ ‘ - 0.0
- Social HMO Demonstration ' ” 0.2
" SUBTOTAL B -6.7
PREMIUMS & BENEFICIARY CONTRIBUTIONS :
Maintain Part B Premium at 25% -14.9
Part A Premium Interaction : 1.1
State / Local Buy-In o 0.6
SUBTOTAL i ' -13.2
BENEFICIARY INVESTMENTS o
Colorectal Cancer Screening - 08
Prostate Screening” - ) ; 0.6
Diabetes Self-Management Training and Supplies 2.1
Annual Mammography Screening A . 02
Screening Pap Smears and Pelvic Exams ' ‘ 0.1
Bone Mass Measurement : - 0.3
Reduce Part B Late Enroliment Penalty \ 0:1
Payment to states for coverage of premium interaction v 1.3
SUBTOTAL . ' . 83
TOTAL MEDICARE SAVINGS ‘ - 1153

- 8/6/97



 MEDICARE PROVISIONS IN RECONCILIATION

ISSUE | POSITION

Home Health Support immediate transfer since gains 2 years of Trust Fund solvency
Reallocation Fallback: None; if have to accept, use Senate (House has technical prob.)
High-Income Support if: Administered through- Treasury (not on the tax form), income '
Premium thresholds are indexed, and phases out at 75% of costs. .

Fallback: Accept 100% phase out; change threshqlds

| Private Fee—For—’_
Service Plans

Oppose because allows balance billing, risk segmentation
Fallback: Add balance billing and premium protections

Private Physician
Contracting =

Oppose because it allows physiciané to say that_they will only treat
beneficiaries if they agree to pay the full amount with no Medicare payment.

| Fallback: Require beneficiaries to sign an attestation to raise. awareness.

MSAs S\upport if: Limit to 100,000 or below; adopts Senate’s use of Kassebaum-
Kennedy cost sharing structure; time limited.
Fallback: 250,000; nationwide; longer time

Medicare Support if: Even numbers; outside experts; President chooses chair; super
maijority; non-binding; report in 1999; uses Admin Actuaries not CBO. '

Commission

Fallback: No-super majority; jointly chosen chair.

GME/DSH Carve
Out

Support carving payments out of managed care payments assure that
these facilities receive these funds. Oppose excluding DSH.
Fallback: Study and then carve out if deemed necessary.

DSH Cut

Oppose since these. hospltals serve a cntlcal need in thelr communities

| Fallback: No compromise

Hospital transfer

Support transfers policy for all post-acute care settmgs
Fallback: Transfers for SNF only.

Prudent A Support including: Senate’s competitivé bidding demonstration and
Purchasing inherent reasonableness; House's centers of excellence.

Fallback: Demo w/ trigger for broader authority; 20% inherent

| reasonableness; no compromise on centers on excellence

Mammography Oppose cost sharing. Waive the deductible & coinsurance in all settings.
: Fallback: Waive all cost sharing only for screening mammography. -
Medigap Support Senate’s open enroliment for disébled beneficiaries & trial period

for managed care enrollees.

Fallback: Conference with guaranteed issue for disabled.
Office of Oppose inclusion
Competition Fallback: No compromise

July 23, 1997, REVISED: 6:15PM
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Table 4B.—-Estimated Budgetary Impact of Subtitles A-G, Medicare |

Batance at End of Year - , » 1158

. SOURCE: Congressional Budget Office.

FOOTNOTES
. Less than $50 miltion in savings or costs over the 1998-2002 period.

-]

. The effect of this provision is shown net of its effect on Part A or Part B premiums.

. Includes effect of provisions affecting payments to physician assistants and clinical nurse specialists. !
. Includes effect of provisions affecting payments for prosthetics and orthotics and parenteral and enteral nutrition. ’ o ’

. Total change in Medicare and Medicaid spending in this table does not include the full impact of pmvisions in Subtilles H and I that would increase spendtng for Medlcnm

Only the lmpacl of those provisions on Medicara premiums Is mcluded here,

949

87.9.

776

By fiscal year, in billions of dollars 1997 1998 1999 2000 2001 2002 ‘ 2003:
Subtitle G: Provisions Relating to Parts Aand B ; T Lo , R
Home Health Services , ‘ 00 -1t 20 41 42 | 47 53 .60 -8
Indirect Medical Education 0.0 0.4 0.7 41 16 18 20 22 :
Direct Graduate Medical Education 0.0 0.1 0.1 02 02 -0.3 0.4 05 . -0
Payments to Hospitals for Medicare+Cholce Enrollee . 0.0 0.1 0.4 0.8 11 16 20 23 3.
Medicare Secondary Payer Provlsions : 00 .02 -1.8 19 220 21 .22 23 4 2 6 t:x- <2 7w -7 9 ‘ “20.1
Total, Subtitle G - : : 00 ‘48 43 45 63 73 79 87 .. 93 . -10 3 & -11.3{ , :
Part A Premium Interaction 0.0 0.1 0.4 0.2 0.3 04 04 08 - 0.8
TOTAL, MEDICARE NET OUTLAYS ‘ . : ] 0.0 8.7 164 -30.0 212 421 419 ALY
lmpact of Madicare Pollcy on Medicald Spendlng for Premiums . » 4 '
Federal Spending 0.0 0.1 0.2 0.4 06 o8 11
. ‘State and Local Spend!ng e ‘ i -0.0 0.1 02 . 03 04 06 0.8
Total . : 0.0 0.2 04 0.7 10 .15, . 20
TOTAL, MEDICARE AND MEDICAID /e - 0.0 -8.1v ‘~1 63 -20.7 208 416 410 468
MEMORANDA:
Home Hoalth Tranafer (in billlons of dollars) _ - S
‘Additional Home Health Spending in Part B - 0.0 14, 45 76 110 155 205 241 . 27
Status of Honpltal Insurance Trust Fund (in billions of dollars) T : ‘ o b
Income 127.7 - 1310 1365 1423 - 1479 1542 1608 1689 i
Qutlays ' ‘ 1374 1423 1459 1493 1582 1594 1701 1804
Surplus. ' -97  -113 9.4 7.0 -103 52 95 138 =
104.3 724 629
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