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LEADERSHIP COlTNCIl 
---. --------------- ---------0f-- -- ---~---------------­
AGING ORGANIZATIONS 

June 11, 1997 

u.s. House of Representatives 
WashingtOl\ D.C 

Dear Commerce Committee Member: 

The undersigned members of the Leadership Council of Aging Organizations (LCAO) are 
-writing to express our shock and dismay at the decision by the Health and Environment 
Subcommittee to directly.violate the budget agreement by not including agreed. up:m 
protections for vulnerable, low-income Medicare beneficiaries. We strongly urge you to 
support an amendment to provide low-income protections at a level consistent with ihe 
budget agreement. 

An explicit provision of the budget agreement was a bipartisan commitment to spend $1.5 
billion over 5 years to ease the impact of increasing Medicare premiums on low-income 
beneficiaries. The budget includes a significant increase in Part B premiums, about $15 
rrore per month in 2002 relative to what beneficiaries would pay under current law (about 
$66 insteadof about $51). For a low-incorreelderly couple, this rreans that they would have 
to pay Medicare premi1..1I'r6 of $1,594 ~ year (about $360 more per year than under current 
law). 

This would not be affordable for millions of low-income seniors just over the poverty line, 
-who rrrust also pay rising prescription drug costs and Medicare dedurnbles and copayments 
out-of-p:x:ket. Without the full level of protection agreed up;:m, vulnerable beneficiaries will 
be forced to make sacrifices in such essential areas as food and shelter. 
Under the Health and Environment -Subcommittee proposal, less than half of the amotmt 
promised ($600 million vs. $1.5 billion) ¥\Quld be allocated to improve Medicare low-income 
protections. The proposal apparently would force many low-income seniors to pay all but 
$5 of the Part B rronthly premiu:nin 2002, since only the portion directly attributable to the 
Medicare home health shift from Part A to Part B would be eligible for protection. 

This is grossly inadequate, not only because the amount of protection is so meager, rut 
because a1rrost no ore ¥\Quld actually receive it. Only 10% of those above poverty entitled 
to current premium protections are receiving the benefit. This is primarily due to lack of 
outreach and a confusing, intrusive application process that requires beneficiaries to sign up 
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House Commerce Committee 


at state welfare offices. Participation under the proposal will be even lower for a benefit of 

only $5 per month. 


The Health and Environrrent Subconunittee proposal is a clear violation of the tenris of the 

bipartisan budget agreement. We strongly urge you to live up to the promises made by. 

providing the full amount of low-income protections agreed upon. . 


AFSOv1E Retiree Program 

Alzheimer's Association 

American Association of Homes and Services for the Aging 

American Geriatrics Society 


.. Asociacion Nacional Pro Personas Mayores 

Association for Gerontology and Human Development in Historically Black Colleges and 


Universities 

. Association for Gerontology in Higher Education 

Association of Jewish Aging Services 

Eldercare America, Inc. 

Families USA 

Gerontological Society of America 

Gray Panthers 

National Association of Meal Programs 

National Association of Retired Federal Employees 


. N alional Caucus and Center on Black Aged, Inc. 

National Committee to Preserve Social Security and Medicare 

National Council on the Aging 

National Council of Senior Citizens 


. National Hispanic Council on Aging 

National Osteoporosis Foundation 

National Senior Citizens Law Center 

Older Women's League 
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TALKING POINTS FOR CONGRESSIONAL HEALTH BUDGET MEETING 
June 3, 1997 

• HISTORICAL OPPORTUNITY. This budget offers an unprecedented opportunity to 
pass the most significant health care reforms since Medicare and Medicaid were enacted 
over 30 years ago. Ifwe succeed, we will: 

Modernize and reform Medicare, extending the life of the Medicare Trust Fund 
for well over a decade, and lay the foundation for addressing the long-term 
financing challenges facing the program; . 

Offer states unprecedented flexibility to efficiently administer Medicaid; and 

Extend health care coverage to millions of uninsured American children. 

• BIPARTISAN PROCESS. We are at this point because ofyour cooperation and 
diligence in putting the interests of good policy ahead of partisan politics. This occurred 
both in the negotiations leading up to the budget agreement, and in the preparation for the 
upcoming mark-Ups. 

• . In particular, Chairman Archer, Chairman Bliley, SubcommitteeChairman Thomas, and 
Subcommittee Chairman Bilirakis deserve great praise for how you have integrated our 
Democratic colleagues in the drafting of the respective mark-ups. I believe the final 
budget and the country will be all the better for the process you have established. 

• COMMON GROUND. The result of this bipartisan work is a foundation ofpolicies that' 
we all agree will help reform the entitlement programs. These include: 

Modernizing the program by offering more plan choices to Medicare 
beneficiaries. Mr. Thomas,you have been a leader in this area .. 

Reforming the fee-for-service program through prospective payment systems for 
home health, skilled nursing facilities, outpatient departments, and other fee-for­
service providers. Mr. Thomas and Mr. Stark, you have been working on these 
issues for years. 

Assuring that beneficiaries have adequate consumer and quality protections in 
both Medicare and Medicaid. Mr. Stark and Mr. Dingell, you have led the way 
here; and 

.. Providing new Medicare preventive benefits, such as screening for cancer and 
diabetes self-management. Mr. Thomas, Mr. Bilirakis and Mr. Stark have worked 
diligently on these issues. 



• 	 PRIORITIES. At the beginning of the Congressional mark-up process, I would like to 
emphasize several of my priorities. 

MEDICARE 

Prudent purchasing reform. I share your belief that Medicare will survive only 
if we take from the private sector its best lessons in competition and negotiation. 
That is why I hope you give serious consideration to proposals that give the 
Secretary the authority to negotiate lower prices through competitive bidding and 
other similar market-oriented mechanisms. 

Immediate home health reallocation. I support the immediate reallocation of 
long-term home health care to Part B because it is good policy. There is no reason 
to phase it in over time. Doing so will reduce how much we extend the life of the 
Trust Fund by at least two years. . 

Carving out academic health center payments from managed care. I believe 
we should make it a priority for medical schools and other teaching facilities to be 
directly compensated for their unique additional costs -- and not dependent on 
whether managed care plans pass on the payment we give them for this purpose. 

Medical Savings 'Accounts (MSAs). Everyone in this room knows I have major 
concerns about a new MedicareMedical Savings Account. Such an approach will 
-- according to CBO -- cost the Trust Fund money and has great potential to 
adversely select healthy populations away from the traditional program. I don't 
believe we should move in this area. 

MEDICAID 

Disproportionate Share Hospital (DSH) reductions. After major objections 
from Governors, among others, we agreed to drop the per capita cap proposal 
from our savings package. Now the Governors want to reduce the DSH 
reductions. We believe that our savings are achievable ifDSH funds can be better 
targeted. 

Medicaid investments. Our investments were explicitly referenced in the budget 
agreement. If we can maintain our DSH savings -- as I believe we can, we should 
honor the agreement on the investments. 

CHILDREN'S HEALTH INITIATIVE . 

Efficient investment for children's coverage. One issue that I feel the most 
strongly about is the opportunity to expand children's coverage. I look forward to 
working with you on the most efficient way to provide meaningful coverage for 
up to 5 million children. 



However, I have concluded that tax incentive approaches are not the best 
mechanisms to most efficiently target our limited $16 billion children's health 
budget investment. I have become convinced that these approaches are 
administratively burdensome, costly and would not most efficiently pick up 
uninsured children. Therefore, I believe that the $16 billion should be used 
through Medicaid or a capped mandatory grant option. If, however, you propose 
tax incentive options in the context of your tax cut proposals, I am open to 
reviewing them to determine their priority relative to other tax cut proposals. 

• 	 CLOSING. While we will not agree on everything at the beginning of this process, I am 
confident that we can build upon the strong bipartisan working relationship that we have 
developed, and finalize this historic agreement in a way that is acceptable to alL· 
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FEDERAL HEALTH SPENDING GROWTH HAs SLOWED 
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Coinparison of cao's Projected and Actual FY 1998 ~ 
Medicare and Medicaid Growth 

'lSI 
OJ) 

Health Spending Projected 1996 Growth - Actual 1996 Growth 

MEDICARE 11.7% 7.9% 

IVlEDlCAID 11.0% 3.3% 
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MEDICARE ~ 
<BASELINE CHANGES 
~ 

Federal Spending: 
. 1997-2002 

Federal Silendlng: 
2002. 

Per-Beneflchlry GrowIIt*: 
. 1996-2002 

March 1995 Baseline $1,513 biHion $315 billfon 8.2% 

April 1996 Baseline $1,475 billion $301 billion 7.5% 

Difference Since March 1995 - $38 billion -$14 biOion 

Possible 1997 Baseline $1,466 to $1.439 billion_ $300 to $291 billion 7.5% to 7.00A:. ' 

Difference Since March 1995 
-

-$47 to - $74 biHion 

• AV8rBge for 1 996 to ~02; Medicare Is the gross spending per Part A enroltee 

- $15 to -$24 billion 
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SOuroea: Tile March 1995 and Apfil1S9S estimates are based on CBO fad sheets.. The "Possible 1,997" baseline ranges were estimaled: small change: August 1996 re-estimate of 
~ 9S6 spern:fing {CBO's August 1996 update) proJected using Apn11~96 aggregate growth rates; larger CMrt1Je: reduces 1996 accordIng to Ausust 1996 update and assumes 
subsequent years' per-bene11cfary growth is reduced by 0.5 percentage PQints in each year. THE POSSIBLE BASELINES ARE NOT FROM ceo; THEY ARE ONLY 
APPROXIMATIONS BASED ON THE INFORMATION AVAllABtE. 

BUDGET PROPOSALS 

CUmurative Savings Targets Federal 
Spending: 
1997-2002 

-
Federal 

Spending: 
2002 

Per-Beneficiary 
Growth: 

1996-20025 Years 6 Years 7 Years 

Republican BRA (12195 score) - $119 b -$169 b -5226b $1,256b $246b 5.6% 

Breaux-Chafee Plan (5J96) -51Mb 

Republican' Plan (5196) - $114b -$168 b ' -$235b $1,307b $248b 4.6% 

President's Plan (4196) -$a2b -$116 b -$157b $1,358 b $267b 5,8% 

Possible New Plan -$119 b ·$110b -$233b $1,347b $258b 4.1%'" 
-u 

• This raIe Is for the 1997 to 2002 perfcd since the budget periQd begins in 1998 w 
Sotmle: 'ihe unitalicized and bold number are from ceo eslImates; Ihe italicized numbers were calculated by assuming that Federal spending In Ille subsequent yeerl90 grows at the 
same rate as 1he last year of spending growth under 1he proposal scoring. Too "Poss;ble New Plan'" adopts Ihe scored sa'llings. stream fl'Clm lhe BBA Ad slnce it yield abolJl $116 b in 
5 years, apptied to tlte possible 1998 baseline (lower estimale). ' 

1-1 



MEDICAID §
BASELINE CHANGES 

~ 
-

-

March 1995 Baseline 

April 1996 BaseliRe 
~ , 

Difference Since March 1995 

Possible 1997 Baseline 

Difference Since March 1995 

Federal Spending: Federal Spending: 
1997-2002 2002 

$855bilnon $178 billion 

$803 billion $166 billion 

- $52 bIllion - $12 billion 

$766 to $733 billion $158 to $148 billion 

-$89 to - $122 bilfron - $20 to -$30 billion 
-

Average for 1996 to 201>2; Federal benefits, administrallon and OSH spending per recipient 

Per-Beiteficiary Growth": 
1996-2002 

7.00k 

6.8% 

6.8% to 6.0% 
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SOI.l1r:eS:Trte March 1995 and April 1996 esUrnaEes are based on caofact sheets. The ·Possible 1997" bilseDne ranges were eslima1ed: small d't.1rIge: August 1996 re-estimate of 
1996 spending (CBO's August 1996 update) projeded using April 1996 aggregate growlllla1es; FaJgerchange: reduces 1006 according to August 1996 update and assumes 
sub!i:eo"uent years' per-beneficiary grcnllth is reduced by 1 percentage pDin1s in each year. Also assumes rower recipient growth (average is 0.5 percentage poInts rower)- lHE 
POSSIBLE BASELINES ARE NOT FROM ceo; THEY ARE ONLY APPROXIMATlONS eASED ON THE INFORMATION AVAILABLE. 

BUDGET PROPOSALS 

-_ .. _._--­

Cumulative Savings Targets Federal 
Spend;ng: 
1997~2.Ofl2 

Federal 
Spending: 

2002 

Per-Beneficiary 
Growth: 

1996-20025 Years I Years 7 Years 

Republican BHA (12195 score) -$53b -$88 b -$133b $694 b $127b 1.7% 

Breaux-Chafee Plan (5196) -$l8b -$43b -$62 b $759b $152b 5.1% 

RepubflCan Plan (5196) -$42b -S72b -$110b $731 b $137b 3.4% 

Presidenfs Plan (4196) -$32 b -$54b -$82b $749b $145b 4.3% 

Possible New Plan -$54b -$86b - $130 b $679b $124b 2.5%* 
.. This rate is for lI1e 1S97 to 2002 period since !he budget perfod begins in 100s 
Source:: The unitalfcized alld held number are from ceo estlmales; the italicized numbers W8l1it calculated by assuming ll1at Federal spending in the subseQuent vearls grows at Ihe 
same rale as Ihe fast year of spending growth uClder Ihe proposal scoring. The ·Possibfe New Plan- acropts ll1e sCClred savings s1ream from tite BBA. Ad since it yie~ about $54 b in 
5 years, applied to tite possible 1995 bilseline (lower estimate). . 
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President's Plan: (1) . 
eso April 1996 baseline 

PresDlent's Plan: (2) 

Possible 1997 Baseline 


Possible New Plan (3) 
Possible 1997 Baseline 

MEDICAID 
Medicaid Policies to Achieve Targeted Savings 

Budget 

Period 


1997-2002 


1998-2003 


1998-2002 


Average. 

IndeX'" 


4.8% 


4.8% 


2.5% 


Index in last 
. Year 

3.9% 

(GOP + OOk) 


3~9% 

(GDP-tO%) 

1.4% 

(GOP-2.5%) 


• Index average is ror tbe yeer prior to Implememmion to lite last year of lI1e budget peritld 
(1) Presidents FY 1997 budget as s(;9red by cao In April, 1996 
(2) Same policies as In President's FY 1997 budget but implemenb!d in 1999 

(3) Assumes tllat per caplla cap and OSH ·s3'101ings are about eqU<l!l, and lowers the pool payments by $5 billion 

Savings 

-$54 b 

-$25b 

-$54b 

Fed. Spending: 
1997-2002 

$749b 

$709b 

$679b 

5 
< 
CSl 
~ 

.. 
<.D 

Fed. Spending: en 
2Q02 III 

$145b (J\ 

~ 
1-1$134b F5 
Al 
IJ. 

$125b 

IJ 
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MEDICARE: eBO Medicare March 1995 BaseUna and Estl'lnate of the Balanced Budget Act of 1995 (Dollars In blOlons; flseal years)' < 

1995 1996 1917 1998 1199 2001) 2Olt1 2002 1~ 

Total Growth 
19!t7·2002 

Total GrDwIII 

lSI 
A 

" U) 
en 

BASEUNE(CBO FAClStEET: 5I10J!S) 
Tota' (Gross) Speinllll9 (I) 
Sper1dfng per caplra (2) 

Federal (Hel)Spalldlng 
Spem:lfng per capila (2) 

178.2 
4,615 

158.1 
4.272 

199.1 
5,292 

118.8 
4,152 
11.2% 

211M 
5,,143 

197.4 
5.167 

6.7% 

240.4 
6,2.ff1 

215.9 
5,574 
7Sf'1o 

263.4 
6,712 

237..9 
6,047 
6.5% 

288.1 
7,245 

260.6 
6,559 

8.5% 

315.2 
7,833 

286.5 
7,12.0 

8.6% 

345.3 
3,479 

315.2 
7,140 

6..7"'k 

I,Bl0.9 

1,691.9 

9.6% 
IU% 

9.9% 
8.5% 

1,671.8 

1,513.1 

9.5% 
8.1% 

9.6% 
8.4% 

tB 
V1 
~ 
D 
3: 

1-1 
I 
(") 
;:0 
'"U 

CONFERENCE AGREEMENT (CBO Scarfng. 11/Ui!95) 
Total Spendlll9 178.2 195.6 
Sper1C1'ng per caplla (2) 4,815 5,199 

2m.8 
5,,491 

218.2 
5,633 

. '227.9 
5,B08 

248.7 
6,254 

267.8 
6,655 

2!lD.2 
1,126 

1,658.2 6.8% 
5A% 

1.462.6 6.7% 
5.3% 

Federal Spendlll9 
Spenr:lfng per capita (2) 

158..1 
4,272 

172.0 
4,571 

1.O"'k 

1113..1 
4,79.2 

4.8% 

lsa.7 
4,872 

1.7'% 

196.3 
4,fIt7 

2.2% 

211.8 
5,326 
7.6% 

2'26.1 
5,.634 

5.8% 

244.3 
5,999 

6.5% 

1.421.9 6.0% 
4.6% 

1.249.9 5.9% 
4.6% 

Total Savings 
Premwm Savings 

·6.8 
-3.3 

-14.3 
-4.7 

-zr.2 
-5.0 

-42.0 
-6.5 

-49.0 
-9.6 

-69.8 
.-12.4 

-70.9 
-15.8 

·270.lt 
-67.3 

"'2U.2 
.054 

NOTE: If you are using the nomrneJ &pending j)erbertaliclaryplease round to lhe nealtWt $100. 
{I) Mandatory speru:1l'ng. incW:l:lTng PROs. this basellna doAS nat indu'de Ute CPt adjuslment made by COO in September 1995. 
i2) SfJIilfIdfngc!ivided by COOs Marett 1995 Part Aenrarrmant 
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~ 
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MEDICARE: DBAFT PREUMlNARYC80 Medl'alle Dec:emIIe:r IraMllne (IIams In billalsj IrsaIt ,.,..s) 

19!J5 . tllH 1981 1119' 1999 200() 2.O!t1 

BASEUIIIE (aJOFAC19H1:!:T: 1~ CI) 
tcb'! tDlOH)spandlng U7.4 ,liSA :c'15.9 236A 256..1 PBO.7 . 31JS.3 
S)!t4111ng per "!a~ 4,714 5,132 5,556 6,002 6,473 6,053 . 1,415 

2002 

331.8 
8,D34 

naNl102 
'TabII 8IoW1h 

1&:24-6 D.t%. 
1.8%. 

1897-3102 
TDiIIIII GrawIII 

16282 D.D% 
7:1"1. 

Ci.l 
.t>. 

" U) 
en 

Ci.l 
U).. 
U1 
--.J 
D 
3: 

f'af.....(Noi)~11tI 
~".. captal2J 

151.2 
4,171 

116.6 
4,612 
10A% 

195.0 
5,019 
8.3% 

213.1 
5,411 
7.8% 

233.3 
S,.8S1 
8..1% 

. 254.8 

6.:m 
. 1..9% 

278..3 
6,814' 
&0% 

300.6 
1,361 
1.9% 

1654.8 U.5%. 
8.1% 

147&1 8.3% 
1.ft 

H 
::r: 
() 
:;0 
\) 

REPUBUCANS' CONfERBree AGREEMaR' CCHO SCDRIN812t13195) 
I'cWs.-II.,g 177.if 192.9 2DB.6 218.8 
1I'p"'*'t I'U r::apIla.(2) 4,714 5,041 5,316 5,550 

230.3 
5.176 

248..0 
6,143 

'l.61» 
6,538 

28B.6 
6,BBB 

1652.0 6..9% 
6.6'J. 

14!i1t:.1 8..... 
5.8'J1, 

"""'Sl*dng 
8]lgli6lgFlII"aplllll (2) 

s.... 
~1lIwI!1p 

151.2 
4,111 

0 

170.1 
4,445 
6..4% 

·M 
·2.9 

1!1t.2 
4,.663 

4.1J'lIo, 

·13.8 
.4.5 

19f1.3 
4JJ32 

3.6% 

·22.B 
-5.0 

,SQ.' 
4JI93 

3.3% 

-34.2 
-6.4 

213.(1 
5,276 

5.1% 

·41.B 
-9.1 

229.3 
5.S9O 

6.0'11'. 

-SOD 
-11.7 

245.8 
5,952 

6.5% 

-S7.B 
-14.& 

1421.8 

-112.S 
..as.7 

·542 

&.3% 
5..G% 

'1251.7 

42II.A 

6.3% 
5.0% 

PRE!lDENT (CII'OSCORINa t2fla;5) 
·t(lld~ 171.4 
~l'or~12J 4,7'4 

UIS.2 
5,101 

2~Z.6 
5,411 

229.6 
&,82!t 

245.0 
6,167 

263.e 2B4.S 
~ 6.966 

300.3 
7,417 

11.38.0 7..&'l'. 
6..4% 

1542.B 7.6'1. 
6,3% 

r<M!'Gnl5par!II.. 

8]landln!l I"'I"<:IPtt. (2) 

8~ 

PtII!Ibn~ 

167 
4,171 

. 175 
4,581 

9.7% 

·1.2 
0 

. 

182 
4,936 

7.7% 

....J2 

0.1 

207 
5.248 

6.3% 

-6.4 
0.4 

221 
S,540 
5,.6~ 

-12.4 
·0.2 

236 
5,S49 

6.6% 

-18.1 
~-1.9 

254 
6,217 
6.3% 

·24.4 
-3.6 

273 
1,.6173 

6.2% 

-:.!II.II 
-5.4­

1&51.4 

-87.2 
·ro.8 

7.6% 
U% 

1382.' 

.. 
7.:w. 
6.0% 

LWrE:' Ilycu.,.IIIfI1I1!1enmih'IIII epcllllhg '* ....1IIftd'IIy"""'IiIIIDIII'.clIh na_t$lDO. 
(1)~~In<WntPS!:O!L 
(2)t;plrw:ll'rvillfoftd II)' HCFA'IIIII~~~ 
(Solo kdtphill sa..-mao1I!$I1l\f6t111'. ,2IWI!j, bu.... en ClIO Hlfl!la.f*s. 

(4HCtA.,dlllllfMtllllllldai ella edtIueli. 
~DoRt'IOt~r.SIl2\\11mh__hmHI!.U'. 

\) 
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MEIXCARE: CBO Medlcal'B 1llan:1I1996 Ba:seIfne and EsllmatDa of 1996 Proposala (Ocll'ars rn billions; fiscal ,...) 	 < 
CS) 

1995 1896 1917 liN 189!t 2O1l0 2001 20&2 I!II03 '199~ 1987-20&2 ,t.. 

To1l111 Growth T., GrcWITI: " U) 
(J)

BASElINE (CRO F.lCTSHEET: 4Jt7t!l6) 

Tol:4II (GRose) Spem:ling (1) 171,1 196,1 216.5 236.4 'l.57,4 219.5 3Q3.2 328.5 :157.0 1.816.6 9.{)% 1,620.5 8JB 
 CS)
Spmdrg perc:api!a t:21 4,799 5.22.9 5.656 8,.124 6,583 7,ffl8 7,580 a,OM 	 7.5% 1.ft U) 

U1Put A Spending 	 113.6 126.0 138.0 150.5 162.9 17S.6 '89.0 203.0 1,145.0 B..3% CD
Part 9 Spending 83.5 70.1 T1.S 8S..9 l;},t5 100.9 114.2 125.6 071.7 10.2"A. 	 D 

3: 
Federal fillet) Spencllng ~56.9 176.1 194.9' 213.8 233.4 2:54.4 :<17.0 301.2 328.4 1,650.8 9 . .<t% 1,474.7 9,1% H 

Speruflng per t'6flit8 {2) 4.2!i? 4,696 5.115 5,59a 5,989 8,.441 6.92.5 7,419 7.9'1\, 7.7% I. 
()

10.4% 	 8.9% a.3'% 7..8% 7.9% 7.5'% 7.1'% Al 
"U 

REPUBLICANS' CONFEAEKCE AGREEMEIIlT BUDGET RESOLlITllN (5tIa/9&) 

Total S'pendiRg 17/.1 196.4 208.8 223.7 23!U; 248.4 263.il 278.4 1,4354.2 6,Q'it 1,457.9 5,9% 

Spendi!l;l per £apila (2) 4.799 5.237 5,480 5,795 6,024 1:t,2S9 8,.575 6,857 4.~ 4..1i% 


Part A spelllfing (3) 113.6 f2l'i.O 1saC) 140.5 146.9 152.6 159.0 163,9 1,021.9 4.!J"lb 

P8rfA Ssvhrgs -6.(} -10.0 -16.0 -23.0 -30.0 -$,0 ·12:l,,1l 


Perl B Spendmg (3) 63.5 10A 75.9 83.6 ea.7 95..0 100.1 111.1 E26.B 1.'3% 

Part fJ 8trvi1rgs 0.3 -1.6 -2.3 -5.8 ·8.9 -12.1 -14.5 -44.9 


, Federal Spending 156.9 116.4 188.3 201.5 211.6 222'.50 234.9 247.7 :lSI. 1 1.4I!2.9 !i.S'lI. 1.300.5 5.6% 

SpelldllllJ pet capila t:2) 4.252 4,7Ct4 4.942 !i,22.0 5.413 5.633 5,a13 6,100 4.4% 4.3% 


To!BlSuings 	 O.S ~.6 -12'.3 -21.8 ~1.9 -42.1 -tl:l.S . ·67.3 -167.9 -IU2 
Premillm Sa\il!:!ll" 1m 	 0 9.1 0.4 0.1 ·dB -1.9 ..sA -5,.5 

PRESIDENT (CHO ScaRING 4It1.I96) . 
T41bll SpEnding 171.1 196.6 209.2 227.0 241.4 2507.9 276.2 2fI7.7 1706.0 7.2.% 1,.509.4 7.3"" 
SpettOlr;g percapiPa t:2J 4,799 5,243· 5,491. 5,fl'81 G,174- 6,529 8,.905 1,333 5.11% &.6% 

Pari" Spend'jtlg (4) 113.6 126.2 13a...5 143.7 162.a 182.0 172.1 183.5 1013.9 6.4% 

PmA SroMp 0.2 -4.5 ~.8 -10.1 ·13.8 -16.9 -19.5 -71.1 


Pat 8S,pl!ftding (4) ea...s 10.4 75.9 63.& IIB.7 95.1) 102.1 111.1 828..B 7.9% 

. (1m B Sall'higs 0.3 -1.6 -2.3 -5.8 -8..9 ·1l.1 -14.5 ·44.9 


Fedellli SJ2ending 15&.9 nS.6 111'8.7 2M.8 217.5 232.0 249.1 267.D 2II1.3 1534.7 7.1'% 1,358.1 7.2% 

Spen.itg percaplla (2) 4,252' 4.709 04,953 5.309 5,563 5,873 8.203 6,S76 5,7% 5,&'% 


Tats I Savinp 	 . 0.5 ~.2 .g -15.9 -22.4 .:28..9 -34.2 -41.1 ·n&'1 -116.6 
Prt!rnillll'l SaIri'!]B! 	 0 0.1 0.4 0.1 ..4).8 .1.9 -SA ·5..5 

NOTE: tI}fOll art! using the I1Ilmlnalllpendlngper benel!x:iBry p!eas8'rollnd 10 lhe 119.IeS181nD. 
C1) llllandll!cfy tpending. including PR.Oa. . 
(2) Sperllll'ng dM<red fly ceo'll Man:h 1996 PaJj It eni'dment 
{3} 'The Pari A $Illifl991!18 Imm 1he-budget _!ulion:; lha reioMion speciftlM.1ha! Itoe Pari B 'lS../IogS lire lhe same aB tIuJ Presidl!nI'S;; _Ilrnes President's premlum IIIl'Iir1g8 
(4) COO does nol inet\!de lhe Horne HeallllllHflll'Om Part A Eo ParI B. \\f1il:h Wtlilld decreese Par1 A spending and il'l.C.tl'a.Sle Pari B sllef1dinlI by 555.8 b (91.00). "U 
r...'OTE: The 21)00 sBlJi'r.g~ were esllma1edaHuming lhallhe Federal spendlng rn 200:1gl'OYlll at lhe lame rsIe B.!! feliaralspendln[J in 2002 U) 
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POSSIBLE ReducUon In Medicare Spending < 
(Fiscal years, dollars in billIon) (S) 

A 

" 1996 1997 1998 1999 2000 2001 20D2199fi..2002 GrowIh 1997-2002 Growth \D 
(J)

Total H·02 Total 97-02 
(S) 
\D..CBO MARCH 1996 BASELINE ' 
(J1 

.TOOd (Gross) Spending (1) 100.1 215.5 236.4- 257.4 279.5 303.2 328.5 1,816.6 9.O'Y.. 1,620.5 8.8% 00 
D 

Spending per capita {2) 5,229 5,656 6,124- 6,583 7,016 7,580 8,091 7...5% 7.4% 3: 

H 
I 

Federal (Net) Spending 176.1 194.9 213.8 233.4 254.4 271.0 301.2 1,65011 9.4% 1,474.7 9~1% (") 
;;0 

Spending per capila (2) 4.69f) . 5,115 5,~ 5,969 6.441 6,B25 1,419 7.9% 7.1"'- 1J 

1996 Reduc:fton. Same Growth (3) ( . 

Total (Grou) Spending (1) 195.1 214.4 235.2' 256.1 278.1 301.7 326.8 1,807.3 9.0% 1,612.2 8.8% 
Spending per capita (2) 5,203 5,627 6,093 6,550 7,040 1,541 8,050 7.f1'4 7A-" 

Federal (Net) Spending 175.1 193.8 212.6 232.1 253.0 275.4 299.5 1,641.4 9.4% 1,466.3 9.1% 

Spending per capita (2) 4,669 5,086 5,501 5,935 6,404 6.886 7,377 1.9% 7.7% 


Federal S~endl!!ll Difference: -9.4 -8.4 

1996 Reduction, Lower GI'GWlh (4) 

Total (Gross) Spending (1) . 195.1 213.4 233.0 252.5 273.0 294.7 317.8 1.179.6 8.5% 1,584.5 8.3%
6._
Spending per capita {2} 5,203 5,601 6.037 6,459 6,910 7,368 7,828 7.0% 

Federal (Nett Spending 175 192.8 210.4 228.5 247.9 268.5 290.5 1,613.8 8.8% 1,438.7 8.5% 
Spendrng per capita (2) 4,669 5,061 5,451 5,845 6,275 6,713 7,155 7.4% 7.2% 

Federal Spending Difference: -37.0 -38.0 

NOTE: If you are using the nomlnatspending per benefICiary please round to the nearest $100. 
(1) Mandatory spendillg, induding PROs. 
(2) Spending divided by CBO's Maroh 1996 Part A enrollment 
(3) ceo's AugllSt 1996 update says 1hat its April ,1996 estimates are $1 bil~on too high; this assumes lower 1996 but April 1996 gross and federal spending growth 
(4) Assumes (a) 1996 spending is $1 billion less; (b) revenues are the same as April; and 

(c) gross. Sperlding per benef[ciary is 0.5 peroentage points lower than April 1996 basefine. Assumes Part A enrollment is unchanged 
':"0 

I-" 

~ 
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MEDICARE: illustration of SlIYings Relative to CBO Baseline.. (Dollanilln billiol1lSj fiscal yeanJ) < 
NOT£: 'TIteW astlrnafes anlilased pureiy on savings talpts, nOt s1:Ored pailcies; savings from porKiles clHlnge wHb dl1fel'4lnt etfec:nv. dac.s and baseline UsIlmp1lonB. C'>l 

A 

... 
t991l 19B' . 199B ~999 2000 20M 2002 2003 20H 1996-2002 

Total GrG>.Idfl 
1997·2012 

Total GrowlII 

1.0 
(J) 

1. MARCH 1995 BASEUNE 
Total (Gross) Spending (1 
Spendiltg per capila (2) 

196.1 
5,:n9 

215.5 
5,656 

236.4 
6,124 

257.4 
8,583 

279.5 
7,076 

303.2 
1,580 

328.5 
I,GI1 

·357.0 368..9 1,616.6 9.0% 
7.5% 

1,620.5 8.8% 
7A% 

C'>l 
1.0 

til 
1.0 
l) 
3: 

Fooaral (Net) SpendIng 
Spending per capila (2) 

116.1 
4,696 

194.9 
5,115 
8.9% 

213.8 
5,539 
8.3% 

233.4 
5.969 

7.8% 

254.4 
6,441 

1Ji% 

m.O 
6,925 
7.5% 

301.2 
1,419 

7.1% 

326.4 36!tO 1,650.8 9.4% 
7.9% 

1,474.7 9.1'" 
7.7'" 

H 
I 
n 
AI 
-u 

2. PRESIDENTS CURRENT POLICY (3) 
Total SpendiRg 196.6 
Spending per capita (2) 5.243 

209.2 
5,491 

227.0 
5,881 

241.4 
6,174 

257.9 
6,529 

276.2 
6,906 

297.7 
1,,333 

1,705.0 7.2% 
5.8% 

1,509.4 7.l'K. 
G.1JIi\ 

Federal Spendil19 
Spending per capita. (2) 

176.6 
4,709 

188.7 
4,953 

20'4.8 
5,31l6 

217.5 
5,563 

232.0 
5,813 

24a1 
6,2.03 

287.0 
6,576 

2JTl.3 3tl9.2 1,534.7 7.1% 
5.7% 

1 ,3S8. 1 7.2% 
5.6% 

Total SaYings 
Premium Savings 

0.5 -6.2 
G.1 

-9 
0.4 

-15.9 
C.f 

-22.4 
..0.8 

-28.9 
-1.9 

-34.2 
-3.4 

-41.1 -49.8 ·116.1 ·11U 
-6.5 

3. SAME YEARLY TARGET BUT 1998 IMPLEMENTAllON (4)" 
Total Spending 196.1 215.5 230.1 
Spending per capita (2) 5,229 5,656 5,961 

248.0 
6,343 

263.5 
6,671 

281.6 
1,040 

301.5 
7,426 

1,736.3 7 .4% 
BJJ.% 

1 ,540.2 6.9% 
5..6'% . 

Federal Spending 
.Spending percapila (2) 

176.1 
4,696 

194.9 
5,115 

207.6 
5,378 

224.4 
5,739 

238.5 
6,038 

254.6 
6.365 

272.3 
6.707 

~91.2 311.5 1,568.4 7.5% 
6.1% 

1,392.3 6.9% 
5.6% 

Total Savrngs 
Premium Ssvings 

-6.2 
0.1 

..g 
0.4 

-15.9 
G.1 

-22.4 
-0.8 

-28.9 
-1.9 

-37.2 -47.5 ·S2A -82.4 
-2.1 

4. SAME TARGET (ABOut$124 BI BUT 1t981MPLEMENTATlOH (5)" 
Total Spemlmg 196.1 215.5 22.9.9 243.2 
Spending per capila (2) 5,229 5,656 5,956 6,220 

2S6.B 
6,496 

269.6 
6,745 

286.6 
7,1118 

1,6S9.7 6.7% 
5.1% 

1,503.6 6.G% 
4.7% 

Federal Spelhfirlg 
Spending per capila (2) 

176.1 
4,696 

194.9 
5,115 

207.4 
5,373 

219.6 
5,616 

231.6 
5,003 

242.8 
6,070 

259.4 
6,389 

277.1 296.1 1,531.8 ·6.7% 
5.3% 

1,355.7 5.9% 
4.5% 

Total Savillgs 
Premium Savings 

-6.4 
0.1 

-13.8 
0.4 

-22.8 
0.1 

--34.2 
·0.8 

-41.8 
-1.9 

-51.3 -62.9 -119.0 -119.0 
-2.1 

-u 
..... ..... 
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<MEDICARE: Illustration of Savings :Relative to CBO BaseUne (Dollars In birlions; fiScal years) 
IS)

HOlE: Thesentill'lll.laS 818 baaed purefy on savil1gS targets. nctaccred. pcncles: ISIWrngs rlOm pollc.... change with dlfltnnteflecllve datH ami baltellu usumptlons.. J:>. 

~ 

\.01!196 1997 1998 1989 2000 2001 2002 20ll 2004 1996-2.C1G2. 1997-2002 (J) 

Total Growth Total . Growth 
IS) 
\.0 

5; POSSJBLE 1997 BAS-=UNE (It VI 
Total (Gross) Spending (1 185.1 213.4 233.0 252.5 273.0 294.7 317.8 343.8 372.8 1,779.6 . 8.5% 1,564.5 &3% 1.0 

D 
Spending per capita (2, 5,203 5,601 6,037 6,4:59 6,910 7,3&8 7.828-' 7.41% &.1% 3­

H 
I 

Federal4Net) 8pendirtg 175.0 193.7 212.5 231.9 252.8 275.3 299.3 326.3 356.8 1,640.5 9.4% 1,465.5 9.1% (")
;u 

Spend1ttg per capHa (2' 4,667 5,084 5,504 5,932 6,400 .6,882 7,372 7.9% 7.1% -0 
9.9% 8.3% 7.8% 7.9% 7.5% 7.1% 

.6. SAME YEARLY TARGET BUT 1S91IMPLEMENTATION (4)" 
Total Spertdlng 195.1 213.4 226.7 
Spending per capita (2) 5,203 5.601 5,874 

243.1 
6,219 

257.0 
6,505 

273.1 
6,828 

290.8 
1.1&3 

1,699.3 6.9% 
5.5% 

1,504.2 6.4% 
5.G% 

Federal SpendiRg 
Spending per capita (2) 

175.0 
4,667 

193.7 
5,084 

2.06.3 
5,344 

222.9 
5.702 

.236.9 
5,998 

252.9 
6,322 

270.4 
6.661 

289.2 309.3 1,558.1. 7.5% 
6.1% 

8.9% 
5.6% 

Total Savings 
Premium Savings 

-6.2 
Q.l 

-9 
0.4 

-15.9 
0.1 

-22.4 
-0.8 

-23.9 
-1.9 

-37.2 -47.5 -62.4 ·a2.4 
. -2.1 

7. POSSIBLE 1997 BASELINE & SAME TARGET (ABOUT $124 8) BUT 11J981MPLEIIIIENTAnON (Sr 
Total Spettding 195.1 213.4 226..5 .238.3 250.1 261.3 277.9 
Spending per capita (2) 5,2.03 5,601 5,869 6,008 6,330 6,533 6,.845 

1,662.7 6..1% 
4.7% 

1.467.6 5.4'" 
4.1% 

Federal Spending 
Spending per capita (2) 

175.0 
4,667 

193.7 
5,O!W 

206.1 
5,338 

216.1 
5,579 

230.0 
5.823 

241.1 
6,OZl 

257.5 
6,343 

275.1 293.9 1,521.5 - 6.7% 
5.2.% 

1,346.5 5.9% 
4.5% 

T(lbil SaviR9S 
Premium Savings 

-8.4 
0.1 

-13.8 
0.4 

-22.8 
0.1 

-34.2 
-0.8 

-41.8 
-1.9 

-51.3 -62.9 -119.0 -119.0 

NOTE: If you are lJSinglhe nominal spending per beneflciruy preaSe round to Ihe ttearest $100. 
(1) Mandatory spending, including PROs. 
(2) Spemling divided by CBO's March 1996 Part A enrolrrrtent 
(3) As scored by CBO on 4117196 
(4) Assumes lite same program savings and premium revenue as 4196 score; just begins this in 1996. 
(S) Assumes Federal savirtgS targets equal to the first five years ofBBAas scored on the Dec 95 baselirte ($226 b); assumes same premium changes as current policy. 
(6) Assumes Ittat 1996 is lowered by $1 billion (per COO August 1S{j6 report) and no chaitge WI gr01lllll rales. Note:. it 1s likely that lite basenne will go down by more lhal'l $10 Ilil 
.. NOTE: THIS IS IllUSTRATIVE; CBOWOULD NOT SCORE THESE SAVINGS. ..... 
NOTE: The 2003 savings were esCOaled assuming fuat tfle Federal spending iD 2tl03 grows at Ihe same rate as Federal spending in 2002 N 

11J4J!l6 
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MEDICAID: CBO March 1995 Buelfne: Medicaid Federal Expenditllres(Dollan in bllllOl'II8, fiscal years) 
::z 
0 
< 

1995 1996 19-97 1998 1988 2000 200. 20112 19!16-2GD2 
Talal Gnnuth 

1981·201112 
Total GroWlh 

~ 
" ill 

(J) 

BASELINE (CBO FACTSHEET: .... 
ToteJ Spending 89.2 
SlIencfllg per capifll 2,42:3 

91».1 
2,581 
6.5% 

109.9 
2,750 
6.6% . 

122.0 
2,962 
1.7% 

134.7 
3.176 
7.2% 

148.1 
3.391 
6.8% 

162.9 
3,631 
7.1% 

111.6 
3..868 
6.5% 

964.3 10.2% 
7.0% 

856.2 10.1% . 
7.1% 

..... 
(S) 

(S) 
(S) 

~ 

REPUBLICANS' CONFERENCE AGREEMENTtcBO SCORING 1'.5) 
101al S'Ferding 89.2 96.9 104.2 108.6 
Spendlng per capi!a 2,423 2.524 2,608 2,638 

4.2.% 3.3% 1.1% 

113.2 
2,670 
1.2.% 

118.1 
2,704 
1.3% 

122.5 
2,732 
1.0% 

127.2 
2,710 
1.4% 

790.9 4..6% 
1..6% 

694.0 4.1% 
1.2% 

H 
:::r: 
() 
;;0 
"1J 

SlWII1QS -2.2 -5.7 -13.4 -21.S -30.0 -40.3 .·50.4 ·163..4 -161.2 

"1J 

..... 
J>. 
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MEDICAID: caD December 1815 Baa.llnr. I'bdleardFederat Expendltu.... (~Ilars In blillans,'llseal rear., .:Z 

< 
·1995 1818 1897 1888 199. '. HOO 1!Mr7-2Qa 

(s).
2001 2082 ' 18"41101 . J:>. 

Total GrOW1h TaW.· Grow1h .. 
\..0 
(I). 

BASEUNE (COO FACTSHEET: 12114185, .....To'Ial Spemfing 89.1 91.2 107.2 118.1 129.7 142.5 15GB 1'{2.6 924.1 10.0% 826.9 10.0% (S) 


Spend«1g pet cepila 2,519 2,655 2,815 3,Or9. 3;223 3,4319 3,697 3,968 B.9%· 7.t% (S) 

(S)5.4% 6.0% 7.3% 6.6% 6.1% 7.5% 1.3% . J) 
3: 

H 
::x:: 

REPUBUCANS' CONFERENCE AGREEMENT {CaO SCORING 12f131HJ n 
:;u 

Toml Spellrmg 89.' 91.1 104.3 ' 108.7 113.4 118.1 1~.3 127.4 791.3 4.6% 694.2 4.1% -u 
Spln~ding par capita 2.519 2,653 2,789 2,719 2,818 2,850 2,884 2.927 1.7% 1.3% 

5.3% 3.2% 1.5% 1.4% 1.1% 1.2% 1.5% 

Savings ·0.• -2.9 -9.4 -1B.3 -24.4 . --34.5 -45.2 -132.8 . ·132.7 

REPUBUCANS' OFFER 12115. (1 J 
Total S:pandfng . 89.1 97.1 1(16.3 113.7 117.4 122.1 123.3 121.4 807.3 4.6% 1102 3.1% 
Bp,ndi-.pflJeapita . 2,519 2,653 2,791 2,907 2,918 2,947 2,901 2,927 1.7% 1.0% 

5.3% 5.2'l' 4.2:% 0.4% 1.0% -1Zk 0.1%. 

Swings 0.0 -0.1 ·0.9 ".4 -12.3 -20.4 --33.5 -45.2 -111.8 ·111.7 

PRESIDENT'S (CBO SeD.RING 1M5) 
TolBl Spending 89.1 97,2 107.2 116.1 122.7 132.5 143.8 153.6 873.1 7.9% 775.9 7.5% 
Sp.ndi~gper ceplfa 2,519 2,655 2,814 2,se8 3,.049 3,198 3.391 3,529 4.9% 4.6% 

5.4% 6.0'% 5.5% 2.7% 4.9% 6.0% 4.1% 

Smrings 0 (j ~2 -7 . ~10 ·13 ·19 , -61.0 -51.0 

COALITEON (Prelfmlnary ecare from CBO) (2) 

Totat SW:umding 89.1 91.1 101.3 110.3 118.0 121.4 137.4 140.6 840.1 7,3% 743.0 B.O% 

Sp8~plr£aprut 2,519 2,653 2'.660 2,820 2,933 3,075 3,,240 3,414 4.3% 5.1% . 


5.3% . 0.3% 6.0% 4.0% 4.6% 6.4% 5A% 
.-u.. 

SaIlings ·0•• -5.9 -7.8 -11.7 ' -15.1 ·19.4 ·24 ·84.0 ·83.9 ..... 

NOJE:' If ,cUIIfl us!rg1hIt I'IOmlnal spandill!!' par ibelllllfc1l.ly pleas. fIIund ttl Ilta _iest$1 00. AnuIlWilSCunalt 000 Inl'Clhel1l 'lII'uh (118 _age loss). 

{t)SaviJJg9 from SBCMBC Uap..,.SIaIf, 12'11 5I9Sbased OR ceo IIStrrnatDs. 

f.ltPAllinlhuJry ceo e6mates, tlt!.2l!J11:15 • 

REVISED: 11MJ.5 
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Minimum Federal Medfcallf Baseline Change: Lower 1996 base, assume post-welfaie reform growth (S) 
l>. 

(Fiscal year, dollars jn millions) . " 
~ 

REVISED: May 96 
. Welfare reform 

Post-Werfare Reform 
August 1996 Change 

1995 

89,070 

1996 

95,786 

95,7B6 
-4,000 

1997 

105.081 
-38 

105,043 

.1998 

115,438 
-514 

114,92.4· 

1999 

126.366 
-567 

125,199 

2000 

138,154 
-581 

137,573 

2CI01 

151,512 
·948 

150.564­

2002 

166,444 
-1433 

165,011 

198&.-02 

891,781 
-4,081 

894.100 

Growth 

9.6% 

9.5% 

1997-02 

8D2,t1J5 
·....1 

798,914 

Growth 

9.6% 

9.5% 

..... 
(S) 

(S) ..... 
D 
3: 

H 
J: 

Ba6ellne 8sBumJng same growth· 91,786 100,656 110,125 120.546 131,828 144,276 158,120 851,338 9..5% 765,552 9.5% ~ 

Difference from April baselfne -41.4.43 -31,443 

SOU1CeS: CBO's Apr.1 baseline and "CBO Medicaid Baseline; Incorporat8sWelfare Aefann and August Update" 
" Estimated by multiplying to1almcpendilure growth rates from ·Post-Welfa.-e Reforrrf line by the August 1996 estima1B. 
Note: The total expenditure growlh raJas include DSH, whose average growth is almost half of the benefits average growth. 

If t~eAugust 1996 change were onIV in benefLts and not in OSH, 1hen the LIse of the totaf expenditure growth would understate the base§ne mduction. 

..... 
-.J 
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:z o _ POSSIBLE llladtcald Baseline .. < 
(Dollars In millions; IIscal years) c;;) 

~ 

1ts5 1956 191)7 1988 1999 2000 2.001 2002 2003 

Benefits paymenls 
DSH 
Admin 
Tota) 

74,457 
10,7DO 
3,911 

n.,Q68 

76.785 
1D,700 
4,25. 

91.73& 

52,925 
11,236 
4,6r4 

18.834 

Fedend SIvsre of BeneftlPayll'Ulllfs • rn billions 

90.75. 
11,791 
5,148 

1i17,1'i!l& 

S8,479 
12,387 
5,.tl96 

11&.,561 

106,578 
13,006 
6,258 

125.;842 

115,842 
13,656 
6,886 

13&.,314 

·126,208 
14,339 
7,598 

148,144 

137,671 
15,056 
8,378 

161,105 

Total Bene1lJ:s 74,.451 76.1BS 62,925 90.751 88,,479 106.578 115,842 126.208 137,611 
Aged . 23,659 24,e06 26,2.60 28,611 Sl,004 33,473 36,376 39,454 42,853 
Disabled· 26,448 27,ZlS 29,t'lDl1 32,917 36,205 39,406 42,900 47,1>34 51.638 
ChiTl:hn 14,242 14,667 15,998 17,474 18.790 20,328 22,137 24.135 26,338 
Adulls 9,908 10,218 10,867 11.750 12,.0480 13,372 14.429 15,584 16,843 
~ces bsnalifs ISpendfng bit $4 billfon in 1986; all'J:lcafss the md'uclirln across groups in propar1ion to 1heir 1995 spendfng. 

2004 

150.318 
15,B09 
9,235 

175,362 

150,1118 
4li,568 
56,749 
26,763 
18,218 

2005 

164~3 

16,5199 
10,170 

191.012 

164.2430 
50,704 
62.406 
31,414 
19,721 

as;a Groidl 

6fl1,5fSl 
87,119 
40.511 

825,19 

II.&%. 

8.3% 

97-D!1 

G.1ss 
78,419 
36,259 

733.,462 

GIDWIII 

ai% 

8A% 

U) 
(J\ 

~ 
c;;) 

c;;) 
~ 

D 
3: 

1-1 
I 
() 
:;0 
lJ 

BeneficlnfH·10 miltona 
Total 36.3 
Aged 4.1 
D!sallrsl1 5.9 
Children 17.9:S 
Aduils 8.35 

37.08 
4.20 
I'U4 

18.a1 
8.43 

31..88 
4.31 
6.38 

18.68 
852 

38.67 
4.42 
6.60 

19.06 
8.60 

39.48 
4.5'3 
6.84 

19.43 
a69 

40..27 
4.64 
7.<)4 

19.82 
8.78 

41.09 
4.75 
7.25 

2.0.21 
8.86 

41..91 
4.87 
7.47 

20.62 
8.95 

42.76 
5.00 . 

7.69 
21.03 

9.04 

43.63 
5.12 
7.92 

21.45 
9.13 

44.52 
5..25 
8.16 

21.,88 
9.22 

:r~1% 2.D% 

1995 recipients from ceo tabl& of ac:1:tPaI rscfp1ents; .56% of 'D1Mr's" en adults, 50% In kids. Growth: AGed: 2.5%, KIt!&; 2.0%. Adlllls.: 1.0%: Disab[ed. 4% phHlng<*Jwnb ~ 

Spending per beh8llclary 
Tolal 2,061 
Aged 5,819 
Olsabled 4,483 
Chikten 799 
Aclu[ls 1,187 

2,Ull 
5,855 
4,445 

802 
1,212 

6,OS6 
4,670 

867 
1.216 

.6,480 
4,904 

917 
1,366 

6"B51 
5,296 

Sl67 
1,436 

7,216 
5,!m 
1,026 
1.524 

7,650 
5,915 
1,095 
1,626 

8,G9S 
6,297 
1.171 
1.741 

6,578 
6.111 
1,252 

·1.863 

9,099 
1,161 
1,341 
1,995 

9,661 
7,645 
1,436 
2,1:38 

For all groups: .A$$umes.1 percarrlage pointlower than AplI11996 per-beneficJ>a1Y wawIf1 

NOTES: Admin. and DSH ere assumed to be lhe same as the April 1986bes&lIne: Federal benefits =nwised ttenelicierles mullipliedby nMsed span.dng per beru!flcflary 

lJ 

~ 

m 
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MEDICAID: Illustration of Savings Relative to CBO Baseline (Dollars in. billions; flsea1vears) < 
NQ'IE: "tItae ....1_ant IHIHd pure!) 1111_111. 1aJ'R,IIIS, mltIlClOn!ol'lIJt.c,..IIIIIdl'lgllftllmpatfIliIlSCllaRge willi cf!",,"nl orII'iI!dha dllb!:llllnd bueftl1l1!_~ 	 IS) 

~ 

1996 1997 1198 1!1S9 2000 2:00t 2002 2ClO3 2004 1996-i2lJD2 
Totd Growth 

1997-2D02 
Tatal Growtb " ill 

CTl 

1. MAY1n& BASELINE 
Twl Fel!eraJ SlllNldlng 

Benel'il&&Ad'min 

OS" 

95.8 
65.0 
10.7 

100.1 
93.5 
11.2 

11~.4 

103.6 
11.8 

126.4 
114.0 

12.4 

13&.2 
125.1 
13.0 

151.5 
137.9 

13.7 

1!18.4 

152.' 
14.3 

183.0 
181.9 
15.1 

201.2 
185.4. 

15.8 

a98.8 
811.3 

87.1 

9.6% 
10.2% 
5.0% 

B03.0 
116.3 

76..4 

9.8% 
10..2% 
5.0% 

...... 
IS) 

~ 
D 
3 

Torel Spem\'ng per C8llila (1) 

BoosIiI! SlJoodfru Ilet CIIpla (1) 

2,604 
2,312 

2.759 
2,456 

2,9!i6 
2,654 

3,156 
2,fl47 

3,364 
3,04a 

3,801 
3,276 

3,eG3 
3,530 

6.3% 
7.3% 

7.G% 
7.5% 

H 
I 
(") 
ill 
-U 

2. PRESIDENT'S CURRENT POlICY (2) 
ToCl« FOIde....f :/IPIllldfng 

Fedl!ftllSlWil1gJ1 

Bmelll,. & "'*nfn Savi1g3 

DSH !;'ilVllgs 

TOld SlJemlitg j:a' capH.. (1) 

fl'ensfils ;;peJtditg per<:apHa Ul 

9SJi 

2.6CJ4 
2.31Z 

1ClIi.8 

1.7 
-01 
2.4 

2,a03 
2,4M 

113.5 

.1,9 
·2.3 
0.4 

2,!!O8 
2,595 

120.8 

..u 
-3.B 
-2.3 

3,011 
2.759 

128.4 

-8•• 
-5.5 
-4.3 

3,126 
2,914 

130.3 

-t&.2 
-112 
-8.0 

3.216 
3.(/jlO 

144.1 

~.7 

·11.9 
-9.6 

3,359 
3,255 

IM.B 

-21.1 

165.6 

-as.S 

845.1 

-!1..1 
"'».1 . 
·2f.f1 

1.1% 

4.3% 
5.9'1. 

149.3 

-53.7 
..n..f 
-21..8 

6.3% 

3.7% 
5.1% 

a. SAME YEARL YTARGET BUT 1993IMPLEMENrAlION (3) * 
l\>IaI F.rfHal Spefl.dtng 95.9 105.1 

FiIId'ef~1Slnfnp 

fl'er.<:flls &Mmin Seuillil& 

DSH 5a:IIfngs 

Tal..Spelldtng per catlila (1} 2,604 2.759 
Benefibl SpeI"lU1g pltr r:Jl'lIflIa (1) 2,312 2,456 

117.1 

t.1 
.fJ.7 
2.4 

3,000 
2,637 

124.5 

·1.9 
·2.3 
0.4 

3,100 
2.100 

132.4 

-5.8 
-3.5 
-2.3 

3,223 
2,962 

141.7 

.... 8 
-&5 
-4.3 

3,363 
3.145 

150.2 

-16.2 
-8.2 
-8.0 

3,481 
3,339 

15£1.3 

-23.7 

1flll9 

..:J2.~ 

81i1.8 

-32.0 
..a.z 
-11.1 

7.8% 

5.0% 
8.3% 

711.0 

42.0 
-2iU 
·11.1J 

7.4% 

. "''''' 11.3% 

4. SAME TARGET (ABOUT $54 Bf BUT t9&8IMPLEMENTATKlN (4)· 
To!.a' FEdlor.rlllpemlrt9 95.8 105.1 115.3 

Feden! Slnrngs -0..1 
lten:efillll &. MslnSaIlfI1llS -2.5 
DSHSlwfr.gs 2.4 

Total Spend'ir.g perClalllta (1) 2,.6(14 2.759 2,954 
IIlInelll:s Spendfr.g per caplla {1) 2,312. 2,456 2,591 

123.5 

"'2'.9 
-3.3 
0.4 

3,Clfl4 
2.,764 

128.6 

-9A 
.7. f 
-2.3 

3,13£1 
2,314 

135.2 

-16.3 
-12.0 
-4.3 

3,2.13 
2,991 

142.0 

·24A 
-16.4 

-8.0 

3.2.97 
3,149 

149.2 

-33.1 

156.8 

-44.if. 

8'45.7 

-53.t 
-41.1 
-1t.B 

6.8% 

4.0% 
5.3% 

749.9 

-53.1 
-41.2 
-11.S 

6.2% 

a.no 
5.1% 

-U 

...... 
ill 
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MEDICAID: Ulustralion of Savings Relative to CBO Baseline (Dollars in bIIUons; fiscal yearS) 
(Sl 

~OTE;1IHse.ei!.ll'mof<l. lIN based I'lJreIy em UllfngIJ INgels, IIct ICcred "elfer...; ili!Mnpfnlmpol!lfl/S cl'IlII1O& \ltth dlfl\!!llInI elfec!iveil'llfe. amllludrn. ~ l>o 

1591 1997 1988 1S99 2000 2ClG1 2e02 2100 20M 1lJ98-2002 
Total Gruwtb 

1987-a02 
Total Gn:NIIlt 

" I.D 
(1'\ 

...... 
(Sl 

5. POSSIBLE 1$97 BASEUNE (5) 
Tolal Fee.!!1 Spertd1'ng 

·lmneMs&~min 

aSH 

TOIilI Spelldilg pereapla (1) 

li'e1'll!fil3$pen:dll1lll'wcaplll (1) 

91-7 
81.0 
10.7 

2,474 
·2,185 

99.1 
81.9 
11.2 

2,617 
2,320 

101.0 
95.2 
11.8 

2,781 
2,462 

116.0 
ICJ3.1i 
12.4 

2.938 
2,624 

125.5 
112.5 
13.0 

3,117 
2,794 

136.5 
122.a 
13.1 

3,321 
2,989 

148.4 
134.0 
14.3 

3,539 
3,191 

161.1 
148.0 
15..1 

175.4 
159.6 

15.3 

824.2. 
7~.1 

87.1 

8.3% 
8.7%. 
5.mr. 

6.2% 
6.5% 

132.6 
666.1 
76..4 

8.4% 
8.8% 

.5.0% 

6.%% 
&..6'J> 

GJ 
N 
D 
:3 
H 
:r n 
;;0 
lJ 

I._SAME VEARLY TARGET BUT 1M8IMPLEIllENTA1ION P.· 
Total fed....1 spenodfng 91.7 99.1 100.1 114.1' ·119.7 126.7 1:12.2 131.9 143.9 792.2 6.3% 7IlO.5 5.S% 

FedGnll Sa'llrtp 

Booefils&Admi" Sll'dngs 

D51tSllwifl1lS 

1.7 
-0.7 
2.4 

:'1..9 
-2.3 
0.4 

.s.3 
-3.5 
-2.3 

-9.8 
-5.5 
-4.:3 

-16.2 
-8.2 
-8.t) 

-23.2 41.5 -32.0 
-29..2 
·11..8 

-32.0 
.,2'9..2 

·11.• 

TCI1\'IIS~per"""itst1) 

. Bendls ~nclfnll'per"""Ila{ll 

2.474 
2.185 

2,611 
2.320 

2,811 
2.445 

2.680 
2.5"(j6 

2.973 
2,7rrT 

3,(183 

2.~ . 
3,153 
3,001 

4.1% 
5.4% 

3..1% 
5..3% 

7. SAME TARGE1 (ABOUT $1i4 B) BUT 199B IMPLEMENTATION (41 .. 
Tolal FiederaJ S"emIi'ng 91.7 99.1 106.9 113.1 116.1 120.2 124.0 121.9 131.9 771~1 5.1% 119..... 4.6% 

f.ed'ilo""ISaIornp 

!l:em:IiIs 80 Atanlrl S'<n111\llS 
I)SH lili.irl9S 

.fI..t 
-2.5 
2.4 

4..9 
-3.3 
0.4­

-S.4 
-7.1 
-2.3 

-flU 
-12.0 
-4.3 

-24.4 
-flU 
..a.a 

-33.2 43..4 -0.1 
...,.3 
-ff.S 

-63.1 
41.3 
·11.8 

Spenclfng per at:illI [t) 

S..,EdHs lI'pmdfl'1l "'" Q1Ilifa It} 

2,474 
2,185 

2,617 
2.320 

2,764 
2,396 

2,865 
2,~1 

2.884 
2.618 

2,925 
2,697 

'2.957 
2,005 

3.0% 
4.2% 

2.6% 
an. 

• N01E: TH/S IS AU.ILlJJS1RATlVE; ceo WOULD NOT SCORE ntSSE SAVINGS. 
NOTE: If you are using Ute nomIna/spendIng per banefldalY pfease rQund to OlEi nearest $100. 
(1) Fed'el3laperullng dlvfded byenrollment 
(2) As scared by CBO on 4117J96. Counts the pool p8Jmenbl agaInst lhe DSH sailings' 
(3) Assumes lila sui'ngs as 4196 SIXl~ Just lJeBiIlS 1I1iis in 1998. 
(4) ASllumes Federal savings targe1s equal toUte Irrst five years of BOA as 5AXIred on the Dec 96 ooseltne ($133 b). 
(5) Assumes lhat 1996 is loWered by $4 billflln {per COO Ausust 19'96 repolt} and both redp!en1growtll 8Jld spending per llene1icialY is low!!t eadl year than May baseline 

NOTE.:. The 2003 savings were es1Ima!ed lISSuming that the Rid'eml spertdlng in 2:003 grovm at1he lIame tate lIS Federal spending in 2:002 
NOTE: lHlS IS PURELY ILLUSTRATIVE; ntIS MAY OVER5TAT~ 'lMiAT THE REAL BAS8..INE ~EDUCTION 

lJ. 
·N 

GJ 
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Medicaid Savings: Es11mates using CHOMay 1996 Basealne POliCY: President'sFV 1991. BUdget ~ 
(Fiscal years,. dollars in biN1cns) IS) 

.t> 

" 
1997 1.0 

en 
1985 199& 1997 1998 1999 2000 2001 2.1102 .a02 

Benelfts SavIngs 
...... 
IS) 

Current laW Spending Subject to Cap (FedShr) 72.4 78.4 86.1 95.4 105.0 115.4 121..3 140.6 748.2 IS) 
w 
D 
3 

Nominal GOP (COO} 3.70%. 3.90%, 3.QOGk 3.90%· 3.80% 3.80% 3.90% H 

Add1tional GrowIh AI!owance 2.71% 
Total Index Vatue 6A1% 

2.50% 
6AO'Y.. 

1.00% 
4..9QCYo 

1.00% 
4.90% 

0.50% 
UO% 

0.50% 
4.30% 

0.00%. 
3.9D% 

1996-02 

U%. 

:::r: n
:;u 
'1J 

Benefits savings (nel of offset). . -0.6 -2.3 -3.8 -6.0 ..a.8 -12.6 -34.1 

. DSH savrngs 
CUrrent law OSH Spending (FedShr) 10.7 10.7 11.2 11 B 12.4 13.0 13.7 14.3 87.1 
NewDSH Umit 9.30 7.90 6.40 5,00 4.50 4.00 

DSHSavings -1.9 -3.9 -S.O -B.O -9.2 -10.3 -38.3 

Pool Payments 
l1n.documented Immigrants 0.7 0.7 0.7 0.7 0.7 nIa 3.5 
FQHC D,S 0.5 0.5 0.5 0.5 0.5 3.0 
Transilfon Pool 3.1 ·3'­ 2.5 2.5 n/a RIa 11.2 

Total pooj Payments 4.3 4.3 3.7 3.7 1.2 0.5 17.7 

TOTAL FEDERAL SAVINGS 1.7 -1.9 -6.1 -10.3 ·16.7 . -22.4 -55.7 

Federal Spendrng 95.7 106.6 113.6 120.3 128.0 134.9 144.2 147.6 

Growth Rates 1900« 

Aggmgate spending growth 7.5% 1'1.3% 6.6% 5.9% 6.4% 5.4% 6.9% 7.1% 
Per-banefid81Y spending growth (includes DSH) 5.2% 7.4% 3.9% 3.3% 3.7% 2.8% 4.3% 4.2% 
Benetits per-bene1iciary spending growlh 6.1% 5.4% S.?,4 5.9% ·5.4% 5.5% 5.4% 5.6% 

'1J 

N ...... 
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Medic~id Savings: Estimates using POSSIBLE NEW Baaeline POLICY: Presidents Po6cy Implemented in 1999 .< 
(FmcaI rears, dollars in biU1ons) (Sl 

~ 

'991 U) " 
en 

1995 1986 1987 1898 1989 2ClCc) 2111 2.002 2C03 -2.012 
.....Banetlts SaYings. (Sl 

Curmnt law Spending S\lbject to cap (FedShr) 72.4 74.4 8D.1 87.6 95.1 103..0 112.0 122.2 133.5 
(Sl 
w 

Nominal GOP (CeO) 3.90% 3.90% 3.90% 3..80% 3.80% 3.S()%' . 3.90% 3: 
D 

Additional Growth Allowance 2.71% 2.50% 1.00%. 1.00% 0..50% 0.50% . 0.00% 1&91-2003 H 
::r: 

rTotallnde:X VaJue a.51%' 6AD%. 4.90% 4JIO% 4.30% 4.40%.. 3,90% 4.8% n 
11 

Benafb Savings (net of offset) . 0.0 -0.3 -1.2 -3.0 -5.1 -9.B ~19A 

DSKSavinga 
Current Law DSH Spending (FedShr) 10.7 10.7 11.2 11.6 12.4 13.0 13.7 14.3 15.1 
New DSH Limit (1) 9..3 7.9 6..4 5.0 4.5 4.0 

DSHSavings -2.5 -4.5 -6.6 -S.7 -9.8 -11.1 -32.1 

Pool Payment. 
Undocumented rmmigranW 0.7 0.7 0.7 0.7 0.7 3.5 
FOHC 1RI1C Pool (2) 0.5 '0.5 0..5 0.5 0.5 0.5 2.5 
Transi1Wn Pool 3.1 3.1 2.5 2.5 11.2 

Total Pool Papnents 4.3 4.3 3.7 3.7 1.2 17.2 

TOTALfEDERALSAV~S OJ) 0.0 1.8 ..Q.5 -4.1 -7.9 ~13.B -20A -24.5 

FecIc!rIU Spending 91.7 98.8 109.5 116.1 121.7 128.5 134.4 140.7 709.0 

1997-2DCKo! 


Aggmgat& spending growth 3.0% 7.7% 10.8% 6.0% 4.B% 5.5% 4.6% 6.3% 

Per·beneficiary spending gJOWIh ftnclLides DSH) 1.0% 5.7% 8.7% 4.0% 3.0% 3.6% 2.7% 4A% 

Benefits per-bensficiaty spending growth 1.1% 5.9% 7A% 6.2% 5.4% 5.2.% 5.3% 5,3% 5.9% 


Growth Ratea 

POSSIBLE NEW BASEliNE is tile Apr~ COO Med'ica1d baseline. adjusted for the August update arid welfare reform, with (a) iecipient growth lowered. and 
(0) per capita growth rates lowered by f percenlage point THIS IS IlWSTRATIVE ONLY 

"'0 

N 
N 
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Medicaid Savings: Estimates using POSSIBLE NEW Baseline POlICY: $54 tlillion fmJD 1998 - 2002, Equal pec I DSH Splil < 
(S)(Fiscal years, dollars in biRions) .r:.. 

U) " 
1fHJ8 (J'I 

1995 1996 1997 1998 19S9 2.CI00 2001 2.002 -2C02 
I-" 

Benefits Savings , (S) 

Current law Spending Subject to cap (FedShr) 72.4 ·74.4 aO.1 87.6 95.1 103.0 112.0 122.2 (S)
.r:.. 
D 
3: 

Nominal GOP (ceO) 3.90% 3.90% 3JW% 3.80% 3.80% 3.90% H 

Additional GI'OYIIh Altowance 0.00% -1.5Q% -2.00% -2.50% 1997-2Q02 ()1'()0% -1.(l(Vt.k I 
;0T otaIliidex Value 4.90% 3.90% 2.90% 2.30%. 1.80% lAO%. 2.5" -0 

Beneffls Savmgs (net of oftset) -1.5 -3.5 ·6.0 -0.4 -13B -34.1 

OSH Savings 
Current Law OSH Spending (FedShr) 10.7 10.7 11.2 11.8 12.4 13.0 13.1 14.3 
New OSH Limit (1) 9.9 7.5 6.5 4.5 4.0 

DSH Savings -1.9 -4.9 -6.5 . -9.2 -10.3 -32.;8 

Pclol Payments 
LIndocumented Immigrants 0.7 0.7 0.7 0.7 0.7 3.5 
FOliC I RHC Pool (2) 0.5 0.5 0.5 0.5 0.5 2.5 
TmnsHlon Pool 2.0 2.0 1.0 1.0 &.0 

Total Pool Payments 3.2 3.2 22 2.2 1.2 12.0 

TOTALFEDERALSA~NGS 0.0 0.0 -0.2 -5.1 -10.3 -16.4 -22.9 -54.9 

Federal Spending 91.7 00.8 107.5 111.4 115.6 120.0 125.2 678.6 

199141)0(11Growth Rates 
Aggregate spending growth 3.0%, 7.7% 8.7% 3.7% 3.7% 3.8% 4.4% 4.9% 
Per-berte1k:iary spefldfng grcwlh (includes OSH) 0.7% 5.4% 6.4% 1.5% 1.6% 1.7% 2.2% 2.7% 
Benefils per·beneficiary speI1.dinggrowth 0.9% 5.6% 5.3% 4.3% 3.7"..{, 3.6% 3.5% 4.1% 

POSSIBLE NEW BASELINE Is 1he April COO Medicaid baseline, ad,iusled for 1ha.August update and welfare reform, Wilh (a) recipient growth lowered. and 
-0(b) per caplla growth rates rowered by 1 pementage point. THIS IS ILLUSTRA11VE ONLY . 
N 
W 
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APPENDIXH CBO PROJECTIONS OF NATIONAL HEALTHEXPENDITURES THROUGH 2007 I3l 

CBO in 1995 (about 1.5 percentage points faster than 
GOP), .and a path in which premiwns grow about 0.5 
percentage points more slowly than GOP throughout .' 
the projection period. These alternatives are not meant 
to set boundaries for the likely growth in spending for 
private health insurance premiwns. Rather, they show 
other plausible paths for that spending. 

Premiwns . could grow faster than CBO currently 
projects for several reasons. The so.:called managed 
care backlash may prove stronger than CBO expects, 
and states and employers may take actions that would 
lead to more rapid growth in costs...Many fee-for­
service plans, facing new competition from managed 
care plans, have recently kept premiwns lower than the 
benefits they pay would otherwise indicate. If those 
plans increased their rates and their enrollees stayed 
with them, growth in premiwns would accelerate. 

Historically, the path of spending for privat~health 
insurance has been volatile, and any projection of its 
future course is uncertain. Given the upsurge of price 
awareness and competitIOn over the past five years, 
however, trends in the growth ofpremiwns are unlikely 
to return to historical rates in the foreseeable future. 
Even on this higher-growth path, the growth of premi­
wns is well below its historical average. 

Alternatively, premiwns, could continue to grow 
more slowly than GOP throughout the projection pe- ' 
riod. Employers now view health insurance as an im­
portanielement of costs and may be unwilling to toler­
ate higher growth. If their employees remained amena­
ble to more managed care, growth in premiwns would 
slow. As a result of decades of growth with little con- . 
straint, considerable unused capacity remains in the 
health sector. Health plans can use that excess capacity 
to leverage lower costs from providers if employers 
demand it. And as managed care techniques improve, 
plans may fmd additional ways to improve quality at a 

, , 

pace thatis tolerable to employers and employees with­
out additional costs. 

Although premiwns. for private health insurance 
rose several percentage points more slowly than GOP 
in 1994 and 1995, CBO's projection of strong ec0­

nomic growth makes that situation unlikely to' persist 
over the projection period. This slower-gt-owth path 
therefore asswnes that the growth of premiwns is only 
slightly below that of GOP. 

Components of the Health 

InsoranceProjections 


HCFA's national health accounts are constructed from 

total payments by source of funds (including private' 

insurance and Medicare, for example) and by type of 

service (the payments received by health providers such 

as hospitals, physicians, and so on). As managed care 

has come to dominate the health sector, the distinctions 

between types of health services have become more 

difficult to identify and probably less meaningful to 

health analysts, ' Therefore, CBO is not publishing pro- . 

jections of health ex"enditures by type of service this 

year. 


CBO is expanding the projections of health insur­

ance, howeVer, to include additional details on spending 

by type of insurance coverage. Table H-4, produced in 

collaboration with the Joint Committee on Taxation, 

shows CBO's assuinptions about premiwns' for individ­

ual' coverage (including Medigap premiwns) and em­

ployer ,and 'employee contributions to employment­

based coverage. Table H-5 shows the asswnptions 


. used in, the projections about thenwnber of people 
whose priniary insurance coverage comes from 

. employment-based insurance, individually purchased 
insurance,'Medicare, or Medicaid. It also includes 
those who are uninsured .. 

CBO projects that as more Medicare beneficiaries 

choose MediCare health maintenance organizations, the 

nwnber of beneficiaries remaining in fee-for-service 

Medicare will shrink during the projection period. As­

suming that the percentage of fee-for-service beneficia-' 

ries choosing to purchase Medigap plans remains con­

stant over the next 10 years, the nwnber of beneficia- . 


. ries with Medigap coverage will also shrink. In CBO's 
projections, total payments for.Medigap premiwns will 
increase by about 6 percent Ii year,however, because 
the cost of Medicare coinsurance is expected to rise I' 

relatively quickly. 

Given the asswnption in CBO's curr~nt projections 

that health msurance premiums will grow more slowly 

in the coming years, businesses and employees would 

be better able'to afford coverage. Therefore, CBO has 




128· urn ECONOMIC AND BUDGET OUTLOOK: 'F1SCAL YEARS 1998-2007 Janu 

Figure H-1. 

Components of National Health Spending 

as a Share of GOP (By calendar year) 
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The Economic and Budget Outlook: An Update (Au-' 
gust 1995). At that time, CBQ argued that managed 
care plans and the competition they have spawned are 
helping to offset.(rather than eliminate) some of the 
root problems that have historically weakened price 
competition in the health sector. 

! 

Changes in CBO's Projections 

In 1992, CBO introduced its projections of national 
health spendirig using historical data published through 
1990 by the Health Care Financing Administration 
(HCFA).4 In 1995, CBO undertook a major revision of 
the projections of health spending and its compo­
nents-mostnotably, Medicare, Medicaid, and private 
health insurance spending. CBO's current projections . . 
reflect further reductions in projected Medicaid spend­
ing (discussed in Chapter 2 of this report), Medicare 
outlays (discussed in Chapter 2 and Appendix G), and 

. 4. 	 Congressional Budget Office, Projections a/National Health Expen- . 
dltures (October 1992). 

private health insurance spending. Table H-3 
CBO's current· and past projections of the grc 
spending for the major components of national 
expenditures and of the amount by which that gr( . 
spending exceeded the growth of GDP. The lattl 
cept controls for any changes in the outlook for I 

. economic growth that may' have occurred ov 
years, and is thus a more direct illustration of I 
assumptions about health trends. 

CBO's 1992 projection of private insurance t 
ums averaged about 9 percent a year between 199 

. 2000 (see Figure H-2). That rate.was down con. 
ably from those seen in the late 1980s, but it was i 
with historical patterns of rapid growth in spel 
relative to the economy as a whole. Between 196: 
1995, private health insurance premiums .grew t 

4.2 percentage points a year more rapidly than I 

(see Figure H-3 on page 130). Reflecting a contJ 
lion of past trends, CBO's projections from 199: 
sumed that premiums would grow about 3.5 percer\ '5...... II .... A,' '--I~ 

Figure H-2. 

Growth in Private Health Insuranc~ Premiums 

(By calendar year) 


Percentage Change. __________-,
18 ~~-

16 

14 

12 

10 
1992 Projection 

8 
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1,<­

.'.~:1 
NOTE: The 1992 projection period begins in 1991; the 1995 ~ 

tion, in 1994; and the current projection. In 1996. . 
SOURCE: . Congressional Budget Office. . }j 



1996 1997 1998 1999" 2000 200j,· 2002 2003' 2004 '2005 2006 2007' 

In Billions of Dollars 

319 330 346 364 384 :·405 428 453 479 506 . 535 565 
' 	 191 199 208 218 230 '243 257 272 288 305 , 323 342 

~, ~ ~ ....42; '-.£ ~ 52 .M ..§l 59 ...§l ...§.§ 
549 571 597 ,628, 661 697 737 779 823 870 919 972 
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proiec1t10rlS of National Health Expenditures Through 2007, by Source of Funds (By calendar year) 

Private 
Private health 

insurance 
Out of pocket 
Other 

Subtotal 

Federal 
, Medicare 203 220 240 261, 283 305 330 357 387 421 459 501 
Medicaid 90 97 ,104 ',112, 121 131 142 154 166 181 , 196 213 . 
Other .M 21l, ....§Q ~ ...§.§ ...2§. ..lQ ..n .J.§. " ...lJt Jg '~ 

Subtotal 349 375 404 ',436 . 469 504 542 584 ' 630 681 737 799 

State and Local 
Medicaid' 57 61 65 70 76 ' 82 89 ,96 104 113 ' 123133 
Other .77 .Jill . .J3A -.ffZ. .J!1 .Jill 100 .104 108· ill 118 122 

Subtotal" 133 141 148 157 '167 177 188 ' 200 212' 226 240 256 

All National Health 
Expenditures '1,032 1.087' 1.150 1,221 1,2971.3781;467 1,563 1,6651,777 1.897' 2,026 

Annual Percentage Change 

• [PrivateJ 
Private health 

insurance 2,6 3.6 4.8 5:3 5:4 5.5 5.8 5:7 5.7 5.7 5.7 5.7 
Out of pocket 4.4 4.6 4.6 :4,9 5.4 5,5 5.8 ,'5.7 5.9 5.9 5.9 5.9 
Other 3.1 4,0 4:5 4.5 4.4 ' 4.7, A 4.6 4.5 4.5 4.5'~ 
, All private 32 4.7 5,1 ' 5.3" 5.5 5.7 ,~, 5.7, 5.7 5.7 , 5.7 ' ~ 

4 ,,% l'Federal 
Medicare 8.5 8.7 8.7: '9,0 8.2. 8,0 8.1 82 8.5 . 8.8 9.0 9.1 
Medicaid 4.3 7.1 7.1 8.0 8.1 8.1 8.3 8.4 8.3 8.6 . 8.7 8.7 
Other 2.6 3.7 3.8 ,~.O 3.9' 3.9 3.9 3.8 3.8 ' 3.8 3.8 3.8 

All federal 6.4 7.5 7.5 8.0 7.6 7.4 7.6 7.7 7.9 8.1 ,8.3 8.4 
'» 

State and Local 
Medicaid 4.3 '7.1 '7.1 8.0' 8.1 8.1 8.3 8.4 . 8.3 8.6 8.7 8.7 
Other 4.0 4.3 .4.4 4.6 4,6, '4.4 4.5 "4.3 4.2 ' 4.2 4.1 4.0 

All state and 
local 4.1 5.5 5.. 6 '6.1 .' 6.1 '6.1 6.3 ',62 62 6.3 ,6.4 6.4 

All National Health 
Expenditures 4.4 5.3 5.8 a2 ~26.3 ' a5 6.5 6.6 6.7 6.8 6.8 

SOURCE: Congressional Budget Office. 
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-Medical Malpractice ,:" COMMERCE'., LimitS noneconomic damages to No provision~ Strongly opposes House provisions. 
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$250,000 and imp,lements other:refonns. ',' ' 

~WAYS AND MEANS .. Liniits noneconomic' , 
 ,r 

, " damages to $250,000 and implem~nis other refonP.s. . .... '.- ,. "" .~ 
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•. v'" • '. ./.., .' . . . . . . '. . '. .., 
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~~~~&t~t~Jt~.~~!:-:."Z~n..., " ",. ~rti~asSb1ance~~~~2?02:;;,;;;';\{1~~~;~'$.,;; 

.'. . . 

. . . ~ ~Cand ~u~rt~Ric.o,IINo·prQvis·i~n;. 
~ .. -", . - ", -' . 

Increases FMAP for DC. to 60 percent for 1998 .. 
tmOiJg9.20()0; inqreases paymeni(or Puerto Rico by . 

D.C. -- Prefers to drpp Senate·su.nset in2000aod . 
incre8.$e match rate to ;00/0 (l!S.in President'S'1998'~.- , 

$30}niUion in FY .1998 plus increaSes for Other.. . 
tefrltories; . 

budget).,' <. ..... .. 
}~ ~ . .~-

,"j. 

I.' . .' .~ .., '. ' .... J '~.,. 
:'.'" 

. > .'. '. .... . . . ·fuertoRico.--Pr<::fers t6JnCIu~e'adjustrIiep~ for:PR :<': 
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- Return-to-Work: II No provision. 

. { 

. ~Criminal P~nalties Amend.se~tion 21SofHIPM to provide sanctions' 
·.for AsSefDivestit~re only ag~linstthose who help peopte to dispose ofasse~ 

.' : .\ in order to uali for Medicaid~' .' ". . . . . . , 

.' ,:'M~icaidll Require~Stat~s:tb'show tJt~(theiFStaie-desigped ' 
M~dicaidriianagement'~ysteD1s'm~t outc~me-baSe4.; , 
perfoIlI)anee staridard$ and:would1>ennitthe cOllection 

.. II . " ,...... ... ". ' ... -: . .:' " - '. - . :. ..-- '.' ',. ~. .' :, , 

. andanalvsis 'OfDefson~baSeddata>: .. ,. -

.'~~~~L~-f~jS~:~~~. 

·.·.v;'...YJii~~ifJ:i: 
.Dua'i Jj;ligibles."" 

::.:::-':-~: ·.i.>~: ~" :{.' ~ ~ ·_".\I/,:::",·~·.~: 

j 

". : 

Allows States to allow workers with disabilities t~ buy 
into Medicaid. . ' . . 

Amend Sectio~21'S' or'Hl,PAA tg provide sanctiQns" 
onlyaga41sfthose who:helppeople to disposeolassets 
in order to (malify for Medicaid. . . 

No provision.. 
.' 

jr.ic~e~~s (ede~31Medicaid mat~liing rate for Alaska: 
"', '.' ';;.' ,_. .', ., ','.' • • w 

" 

Prefers President's 1998 budget proposal, which 
would not limiteligibility to people:whose earnings, 
are below 2'SO%ofDove . . ' 

Supports repealotthis·sectio~."-, . 
;', 

Supports House provision. .' 
. ! ).' , 

- . 

Op~~eschange.t6 single-State r:~i~the'absen~' 
'OfeffortS to .examme broader alternatives.' , . '. . 
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WELFARE-TQ;'WORK . ' 


,. Fair Labor Applie~ bmguag;efromthe i98TI~'YcreatingAFDC. N() provisioD~ 
-'-"Standards ,Act . JQas to indicate that participants in public sector or -. 

ri()n.profit~orkfare activiti~!f~ noteniplQyees under 
't:'

the Fair1~abor standards Act., ' ' . . 
. .'." . 

';, ," 

';,,". 

:' 

,Sp~cifies 'niaJdmum Ilmnberofhours, stites Cl»lrequke 
." ... ,"benefi~i~ies to workbY:Co\ln.tingTANF and food:. . .. 

,;,.- ". '.~' ", ," 

"'"':' ~stamp periet1tSaS wages fofpuq>Qse oflQeminimuln., 
;."',age...:"·-",<., . . . 

' 1 P~~.~.nond~rimm&ion~d~~M~p~'~jJ~n~~iSPia~~R~~MA.' 
.':':" ~o ~~~~~~i~ri:'Y', - :,' ,":', "~ . A-IloC~~a~,~.\~;~K~,r~i:i~kci~i~~i~;of~ncli6ns/ii-~'~J~~~'s~~ate:pr6~i~ioiis~:" 

. ',', . ',,' _ 

:,: .. ,c 

, "." guldehnes{onyorkfare., .','. otherworkerprotectlons to,wtw imIDt funds.:, - , ' 

, , 

Supports Senate: po~ition and strongly ()pposes ' 
miniInuiri 'wage .and welf~e work requirement· ' , 
proposals'in House bill, which were-not iqthe 

'. Agr~ement.: 
" 

~~pportS ~Xtendiilg' senate provisions 011 oon- ' ' 
displa~mel1t Wid grievance procedures and worker -' 
protections to all working welfare reCipients under , 


...•.:.•~.: .. ""
.T ....'.:,.'.'.....•.... r.~' :.: ..." ". ..... . ':~. ' . . 

',' 


' 

pay-lessthantbe ini6iinum,Wa.gefotcertain' recipieiit~ 

jli~7J(tri6JffiCj;ifJilli~)i~ii%;~iJii~il~~i~~~ 
J 

'.,~: 

:!~~~mtkfl~~~~~~j~¥~]·' -~. 
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,,;,.......;.........; •.•••••.•• ; •••~•••,••; .. ~.II ............., ••...............................................u .......................-..................'. " .. 
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, ~5'.fthetQuitTAm." case load. Teenpar:entS'~ '. " :atten~m:g 'highschool oo60.t,1htedaipart ofthat<20~ ~ .these proY.isiol)s/: " ":, 
~ndinghigIis~hool ar~:hotrequiredfO be counted>· cap;' ..,' .'. . .);"' "" ,;:,
thin the 30%. >'. <,,~,,~:''::':.' "'," "" ,~, ' .' 

::Dl.JCATION.ANI),WORKFORCE ~ Limits :... .. 

~~~r'?fT~~.~.fi~Jar~~s ~S!#b~ <:~_C()lln~\Vho' '. 
.~,~.::v,Q,catipn~~. eduCa~io~ to .fO%.'of~eto.taln~ber: 
:p~rsons'meedng,tbe:workiequuementrath¢r~than':· •.... 

i~~3~~i~~~cI~~gi~t~~~;~~~"~~~"::;,",,,, 
~ltj~~e~t):l~'~~~#l:~~!,thlR:Sta,tes~1!~ite~$2t~~:{~. 
~i1d:~J~~tivJ~ieS .tQr;~'v.erylrmT~b!oCk gial,lr 

,f£f=jt,,~~~,~;~~il~t~~,:~.~~i~J:~!tVic~ 
.~,.~:....... 
-, - .. ,' 

. ,-.< 
..._.. 
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HOUSE-PASSED iULL SENATE-PASSED BILL BUDGET AG~EMENTIWHItE HOUSE P.OSITION 

I, WELF~f).\lJf)RK 

nipates the miinteilanceofeffortrequirernent that 
lents States from loweriiig 'Qr eiiniinating State 
lemental SSI,p~" .' '. . 

Noprovision~ 

.1 ... • 

'. '~ 
., 

..:~ 

StrOllgly'opposes 'repeal ofthe MbE prov.isioIi, which 
was not in the' Agreement. .:', ­ . ' , .' 

"', . , ~ . 

rAYS AND MEANS'~Limits th~ number of TANFCo~tinues t~'peiinit Suites to calculate ~up to 20% of' The Agre~~~nt didnot~d4r~ssmaking changes in the 

lefiCi~ieS·"'~o can he counted tow~ meeting the. their TANF c~eloads participating in'yoc~tional·. TANFwotk iequir~l1lents'regarding:v9cationaLi .. ,,' .': ' 

rkp~icipation requirein~nts to 30% of!he total c e~ucationas m~ting ,the w.ork requireme,nt, but·, '. . education:imd edticat~onarserVices 'for teen parents,' 

nber·4f people meeting the ~urrement'ratherthati eiiniinatescQrreaf~qu~inenttha:t teen moth~s ., :~'.;: and the Admiriistrci.tion,ul;"gestl.te Conterees.to ~rop' 


," 

FERENCE I~SUES . P4:GE8. 


http:Conterees.to
http:Admiriistrci.tion,ul;"gestl.te


J. HOUSE-P As.sED BILL .. SENATE-PASSED BILL UDGET AGREEMENTIWHITE HOUSE POSITION .' 

J"WI.FARE TO'WORK IMMIGRANTS 

.; Alien Eligibility for Re~t~res.~ligibilityIor SSI and Medicaid fQr. Restorel;eligibility for SSI and Medicaid for~ . Supports $enateprovision, which implements the " ',' ." 
, . 

.SSI. and Medicaid'. qualified aliens.whowerein t1!e co~ntryandonthe·' Agreement;: House bill fails to.fuUy r~store'SSIarid . ~\"; , 
benefit rolls receiviiig SSI as ofAugust 22, 1996.. 
qu~lifiedalieris 'who were in the. cOuntry and on the 

beoefitrolls I:eceiving SSI benefits as ofAUgUst22, , Medicaid benefits for all legal immigrants who:areQr~'.. ';>" 
LegaJ aliens who were ill thelJ.S:but not receiving . 1996. Provideseligibilityfor-:s.sI benefits tolegal' oecome disabled inth~ future who entered thell.S,.-· . 

---:. .-
SSlbenefitsm:e,ineligible for b¢netits if they'become a:!ien~ill tbeU.S. 611 AHgHst 22, 1996, but Vlhe Were . _ . prior to Aiigusi23, 1996~. (~d>,resid€?nLstated ·ina· -. " . 

.:,: ~ 

'disabled'in the future. Total cOstis $9 billion over 5 ' 116t 6ft the "ell~fit rolls theft at any. time ill the tuittre'if JUne 20 letter that he will not sign legislation thatdoes.: ( 
...-' I .. ' . -. . 

'" years." ., . they beeemedi3~b.le~. who entered the U$. priOr tQ .' notincludc_the policy thllt pr()tects immigraDts 'Yho' ' 

August2~.1996aitdWhoaB{orwhobeCQJ11edisable4~orb~co~edisabled:), . - ' .. :', 

in thefutuie;:t3lyesStates theQPtion to'eXempf . ..... ',: . . ., ; ... .. 

immigrimt shildreri fivnithe- S'year ban QnMedidiid. . 

'Exempts'immigmntsfrQm'SSlban whO are so seyerely.. 

". 


disabled ih~are utiabl~ tona.furalize,: T0talcosfis , ' ... 
$l-f:.ij.'nL.6..bitlion overS . . . . 

.. 

:' 
" . 

~ 
", . .';- .. 

, , 
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http:beeemedi3~b.le
http:Provideseligibilityfor-:s.sI


::.; 

, ~ Work SlotS ' 

........'\ 

·;'·..·...~~.~·~~·.:~~:::.·,~~:~;.;:~!"~~~~:~::7.::·~~: 
....~ .:.;. fc'teiM". WSiYer " 

Provides Staies;with $680~llliJlion 'in new funding o~er~ Provfd~s $MQ inHU60infunding to create additional 
5 years for Education and Training actiyitiesWithin ,Educati9n & Trainmg positions within food stamps." 
Food Stamps. Atlea:s.: 80 percetitofthe!otal Food 
Stalnp ~ ~ Tfunding of$f.l,billi()D would be , " 
earmarked to, able~bodied adults.subject toth~ work "i," 'these fu~.ds;,A highetrat~will be paid to,states", 
requirement Job seaiCh woJild not be an'idlow~ble use 
~f the :fuliding earmarked forable~bodied adultS, CB()theworkrequjremelltin work slotswhichk~epthose 
assumes th~,poli9Y Will generate 205,000 work slots ' 
that keep abl~bodi~adultssrtbjec~ to the work~ " '.' 
r~quire'menteligible (or benefits over'S years. '", 
Ho~ever; 'other actIvitieS that do' Dot'meet the w'Qfk 
r.equiretnentswould be permiSSible. ~ '. ' ' _,'C­.". ';;';} ........ 

I' 

'- ' 

. - . . . 

" ,HOUSE-PASSED BILL' SENATE-PASSED BILL BUDGET AGREEMENTIWHITE HOUSE POSITION 

. \ 
FOOD STAMPS. _ 

' 
Reqilrresthe SecretaryofAgricultrire to establishtwo 
different reitnbursement rates for Statesac~essing' ' 

", 
dr8.wing do:Wri:fun~ing, for placing persons subject to' 

p¢rsQns~~ligibIe for.foPdstamps. A lower , ' 
J~,iDtb~m~nf~te\ViHbepaiq,tos!a*eS that l.lse' "', 
furi4ifigon'activiti~sthatdqnot keep perSons subject 
to the 'workreql,lireintmt eligible , for benefifs:CB0 .' 
8$sumes tltispolicy generatiis 250,000 workslois~ 

'·f!*~~i~~~·~~_ih< 
]6;.11~~'up~)9f¥tes, «>',~olltltteta #f1J;t>ft~~~6rr 
~.~~.e~~~g'~~.~6~~~~i[te~tj~~~ftl#
eliliiBilitV'aetefmifHtti6ti'aetiVitieste··erh'itte 'seeler 

.,_,}o­

~. ,<-, .: 
" 

:"\ .- ,'" . 
:.'/ ,',' 

.. ~ 
. 

~,----'-,-~-~----'--------~------~----------~--------~--~--~----------~ 

. ,:RicoNCILIATIONCONFERENCEiSSuis' ..•.~: .. 

,.' 

. , 

Agreement prQvides for additional and redirected E&T 
funds ''to create additionaVworkslots for individuals . 
subjecftot:he time limits" tQ. mttimize.the n~'mberof 
newslots. ~dminlstrirtion endQrses Sena.te '., 
reimbursement .stnicture"and House provisions for.' 
maintenance of effort in order to ensure. that tl1(~ . 
maximuni'number ofsiots are created. . ' 

", 
" : 

, '.'~ 

" - '~.. 

..~".:~,::..........;.,;~,......,.;.,.•.:....; ......,......,:...............;....,.....,~...".•...; ..;;..-~; 

Str~ngly'ppposes House~m)visiori 'andurgds the ':: 
C,c)hfet'e~s to followcthe.approachtakeliby~eoS~paJe 

",!"'4 

>: 

;:: 

'- ' 

PAGE 10· 

'(; 



. 
'. 

.'. 

~~;~:.~;'."''';'"~-~~''';''''..~~~~.ll::~.L:;:~.~:.:..:;~·.~::;,..,~.."!:~~~:.:;;.;.,:.{f~~.:~;:;..::~:,:...:.;.~.~......,uo··~~·····~"'~AI·~··';~·r.:.L.~.:.....~;.;:;;:.::..t ..<.......'.;'..'.'...'...:;...~L~;~:....;L~....~.~'..;~'.;..:;~:']-~:~~.4. :~!.'!. 
. " . '. . . . ... 'Provide'sadditionaL$8biiIioniILthetaX'bilL' 

. . - . ....... . < .'. ...." . :­

" .' ­

" .' t " ~.' ,.[. . .,;.' ~ ..' ; .. .#. /' . 
. - Med~caid Benefits Al~ows, but does not ·require, States to restol'C? . 

. ~.- "'~ ~~~J~i!~ldren LOsilig Medic~id benefi~ for.children losing SSI be~efi~ 
. . '. SSI Benefits becp.use ofnew, tighter. SSI ~dards for childho~d 

. .; I' 'b'I' ' .' . , -.elfzlllty,... : •..._ ... t'.'.,,':. 

. - II~ .. 
. , 

.,/'.. 

.~Di~ct ProVisiO? of. ~llo-ws sta.·~Sto u~'funds f~r;lfIepurdiiseofhellth Dcx:snOt providOfor tiiedireCt~rovisi~. ofh"!"Ih, . . [qpp.;s~SHci~~ services ot>rlo~. . 

t,' 

. HO{)SE-PAS$ED'BILL j' .'SENATE-PASSED BILLlBUJ)(;ETAGREEMENTIWHlTE HOUSE POSITION 

,WI; 

.··C1IILDREN'SBEALTH -. 
.'",' 

Spends $24 billion (preliminary scoring) f()r: childien'.s~upportS·~ . 

InSUranCe or serVice~: 


- Total.S~aidin~· "~pends $15:9 billioQover 5 years ,for children's health 
health~insur8nce, including the $8 billion added frOTQ • 'Senatedetlni~ion ofbenefi~s,Jimits on cost-sharing. 

. « thetaibin (seebelow). .' ":,' '. :- .State option~in ij:ollsebill to spend grant tn(jn~y:on '. 
. . . grants, Medicaid~ or a coml>ination ofthe two (Seriate 

. 
;', requkesStates tochooseoJily one) '. .' . 

;. 
'/' ... .. .... : •. StI"ong niain.tenance ofefiortprovision .and a' '. -
 ',. ' 


'. prc,hibi!ic,n,on using p!ovider'taXes and d(imitions to . 
fund States'share f ' ': .' ..... . '.... , ,". J, 
. ,.,::;. , .:" ..-" : ." .-'.' ,\, ..- .

•·p~ing sam~~atch rate for Medicaid,gtant programs . 
'. ""'\ -:.~.;- -. .- . , "', .II , , . " 

OPwseS -. . ." .' ... 
..~l'dvisi9ns ,ijIa:tallow States to pay for fru:nily" . 
'~~X~l'4gif()rp~ytli~'elpp~()yee'sshare ofe1iiplo~er-

..~~-.~.:.:~~.;.:......j....~:......:-.:.~,~,._.,. ....+~. 
.. 

" . 
.. ...........+~...: 


. ·;::·.1SuppOrtsusing~11 ofdie revemie.frt>m.thetob~6c9 taX·., 
·.fQdhl!raiiy,~sth3tf~uson;theneeds pi'ch:iJ4rep'·8n.d- _~:\ ',.~ .. ''" 

health/-Opposes sWis~rm.this<fundiilg after 20'02>';'. : ­

.A~nientcall~iortherestofation:bf.tJie$e·beh~fits;,:,< 
th~AaminisirtttiQn.supporlsFY J9~)j~' P~esideilt;s . '. ' . 
buag~tpI:oy,isiQi1,'which'gUarantee~~M¢didu~ ..••. <.:... 

.. cove~ge'fodhese childrI'Il,·:. ..... .. ".'.' . 

'. 
'. 

. . " Services. InSurance for the direct rovision ofhealth care. care., '.' . . '" . '. .' .. . .' . ' .... " " 
: ~ : 

'~.- . 
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•1I0US&'P AS5ED BILL SENATE-PASSED BILL BUDGET AGREEMENrIWHITE HOUSE POSITION 
" 

'" Fundi~g Structure II Allows States to spend grant ~nds on'Medicaid, a 
grant program; or a combination of the two. 

Requires States to choose between Medicaid and,a 
igrant opfion~ . 

Supports HQuse provision. 

~ Eligibility' 
, , 

I., 

. , 

Defines targeted low~in~me children asdtose who~e 
family iiicom~ excee.dstbeMedicaidapplicable levels 
bufdo~s not exceed ariincome level 15 'percentage ' 
points higher than the Medicaidapplicableincome. 
level. . " - ',',' ',' ", 

Includes a ceiling of20~%ofpoverty foreHgibility. 

!, 

Opposes income ceiling. 

.; 

, " 

.-" '... ~ ...." ~ I 

," 
.... ,..."' 

;~ 
.', , " 

" 

'.:!". 

,' ........ 


" \,',, ' 

.. ,; 

".": .. ' 

..' 
.' :~. 

(, 

' . ." . 

-, "," )" 

" 
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,- HOUSE-PASSED BILL' SENATE-P ASSEDBILL UDGET AGREEMENTIWHITE HOUSE POSITION 


..; Hyde Amendment, Extends to children's health ihitiativc.funditlg the 
Medicaid prohibitions on Medicaid payment for 
abortion services. ' ' , 

Same as House. Also includes a,managed care, 
sanction to exclude abortion serVices except under, 
certain circumstances. '" , 

Opposes limiting access to medic~lly necessary 
benefits, including abortion services. 

..--.: 

HEAim INSuRANCE FOR SMALL BUSINESSES 

- MEWA 
~" 

II Incl~~es ~eg,islationallowing.s~all bus~esses ~d,',. 
orgamzatlons to otter health msurance, extend,.ng ,', ' 
ERISA preemptions and~State regUlations, requiring' ' 
Solveficystimdards for associ!!tion health pla.ns~ and, ' 
other regulations~ , " '~,' ,:' " :-" ' 

NoprovisiQn: 

:,: 

~trongly 9Pposes House provision. 
, , 

" 
", 

, ::~ 

.~ " 

'" I '''"'. 
\ ' 

<' 

, ,.­

" 
-.," 

, ' "'. 

"':! :,:' 

'\ 
"'-:"'" 

:,... 

" 
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·I[ .·,HOUS&'PASSEDBILL . ,··II:-·f. . SENAT~PASSED BILL '~I BUD,GET AGREEMENTIWHITE HOUSE POSITION· . 


" . 

SPECTRuMAUCTIONS . 

Agreement includes hard cut offoate with authority to 
currently allocated for_analog. teleVISIOn broadcastmg. 

- Analog Reb1rn , II Authorizes 

'''. 

the.~CC to auction freq~~ncies that ar~ , ." Comparab,le pr()vis!on, 'except that the '~CC is,' req~ired 
·to delay the return It the 5-percent test IS not met. extend for smaHand rural markets. Agreement .' . 

~, ' . lmposes a time limitonlhe televisionliqensesthat:' .' 
 . . '. . .. assiup,ed that thjs auctiori would take place in 200 1'. 

,: ~ 

authorize analog-television services. AHowsthe FCC .with,a firm cut ()ff.datefor analog broadcasting in 
·'2006..' . . , .to ext~nd the time limit ifmore than 5 perCent 'of the 

house~oldsin a mlirketrely exclusively 'on analog 
; . . .II television signals.' " . '. " ,; - '.',,' '. . ill" . .' "

, 
'.' ... . 

... _ ..•.__.............,_............ , ............................... ~...............~.,.. - ......."..- ...................... - ........_j ·~~2.::%~J!ii.~·~·~~~-~~:;~~.·...···l i.·~.:~i~;:i:I::::,~~f;i,~:·;;;t·;:·-:·.. '.' 
. ~. Vanity Numbers Does not authorize the FCC to auction the so~alled ." 

. ' . ., .vanitytelephone number.s~,· . .... '. .' ' .. . 
..................:-...,;..........,:.........;......':~,... .......,........~:.~........~............~.............-.................................................................... 
 ...-...........-..................-....~.............................................................'......................... ...."'............................................_....................".................................... ,...........;;..;..... ;;, ..........~... 

. - Bankruptcy:. No provision. . - '. . Se¢~s·~uthoritYt~.allow the 'FCC to revoke'and .No provision.. . 
.. '-­ reauctiona . license when a licensee declares.. . . ", :- .. 

""'~ 

, :, ~ 
~~Pt~y.;::.:.·: ,.' '.; 

" / ':" 

'.::~ Rei~~~:!~.::!\II!i~ prov.is~~ri.. ~!.,or.~re,tJ.;~.. .i.t.~b .. ~:r~an~~n.,.:!.:#~r,~e .. ~ !:".!-:,;~~med and !he Administration sup~rts.. ...,;rs.t.:9e.:.'~~ts.'; .. '. 
·spectrwnthey)a,nfnowusmg-.maybe1l1~eayatl'lble.<; '.' ',,' ,': '. -. . .' '-, " 
j)iihe·FCc:.f6(ali~tionf6rl;Orrimercialuse.. ". . . '. " . : ../ , " ' . 

.DoesriOfuicludea:~na1tii"ee!~tw6uldbel~~ied/ . Does nQ(-iri~l~d.e>thispenaltyJee..• Agieemenfin~lu~es:afe~to b~leviedagain~t ~ntitte~·,.. .' 
agaiiist;those.entitiesWho:reC¢lv~d"free~·sp~inllli'for "., .:.'.::'::~' .. '; ~ ,;'r" ." -; . '"·~iJtreCeiY¢4s~~~atn<i charg~forJtigital·· .•~'; ....... ' 
aqvM.~f adverti~er-based television serViCeS, b,uf':~' . :/-,',.,:...., .. - br.oZ:ld~ting~ Jni(optedto·u!iliZeitfor,a,ncillary . 
failed to utilize·ldtillv~·.:· . .. ...•. .... .;, services($2.0B)C·, . '. .;':' . ". ,: ". ~ . 

.­ .:'.\,: '.: 


. " .', ,'-;' 
,I, ,:.'

' .. 
. ./ , ,'~ 

.I'" 
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- 'HOUSE-PASSED BILL 	 C-· SENATE-PASSED BILL' 'llBUDGETAGREEMENTIWHITEHOUSEPOSrt'ION 

7Administrative·II·Requ.ires.. p.~ymentto gUal'an.ty a.genciesofO;85 percent 
Cost Allo'Yance of the p.rtnc1pal of all new loans. Capped at $170 

million for 1998 and 1999 'and $150 million for 2000­
..' . 

.................._"'.................!!..... IO ...............~.. 

2002.,. . . . . . . ' 
...........................,.•••~.............."' ..._ ..........:--••!"........!"........_._"!...................................................... 

'. - Sinith-Hughes Act ,Eliminates th¢Sinith-H~ghes Ac~ the original 
. ...... '.. vocational edm::ation progi'am.. '. . . . . 

···~·;~~:;::·A;;:~~:~: ·~;;::~·;~~:~·~;~~b~~~·i~·~~~~·~;·~~·~~~~i·~~·~'-··· 
;.,' . 	 payments rec:eivedwhen a defaulted loan is . 

consolidated..· The Committee chiims thatthis' will", .... 

.. have a retroactive eff'ectallowing guaranty agencies to 
retain 27% between' 1922imd 1997)flegislative int~nt. 
is.considered, CBO'and OMBdOnot score thej :' 
amendment 3sarost-i1embecause theydo riot: _'(..' 
int~rprerthe;amendnieirtto al16W asenci~storetailf 

.,' 

'" , 

,. 
". 

~ .~ 

.. 

STUDENT LOANS 

Same provision. 
" 

. ..". 	 ..' -- . 
...............lr...........................................................................":••••••••~.....................,.............;............ 


No provision. 

.. 'I'~ .. ~.~ ...... " ........'" ...................................................................10.;. ..................... ~,.,. ...........,. ••,.. '!',.•••••••~.... 


No provision. 

.' 

I 
.. 

',-',:­

. j 

/', . :.' 

~i 

Opposes this proviSion, which provides a new· 
entitlement to guaranty agencies. 

. '...' 

, . . 	 . 
• .....! ... : ••~...~ ....;.;........ ,.,.,..................................~...........................,................" ...........;. ...........~............. ~........ 


Prefers House provision, which is consistent with -th~ " . 

.~.~~T.:~!:.~.......~..:.~:;...............n ••••~.~•••••• : •••••••••.:•••••••••••••••~•••••••••• 

~pose$ thisprovis.ion, WhlChWQUlq. provide funding' 
to guaranty agencies without regard to ~xpenses .. 
incurfe4. " Interprets amendmentto;have<Qnly 
prospective,"not ietrospeCiiye:~pplication.. , , 

, . ~ '. ' . .'....,'. 

...... 

. ' 

'''':" , 

."- .....•. 
"­

..­
',;' 
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HOUSE-PASSED B~L SENAl'E-PASSED,BILL .BUDGET AGREEMENTlWJllTE HOUSE POSITION 

VETERANS' BENEFITS 


;. ~edical Care 
Cost Recovery 

Replaces the existing Medical Care Cost Recovery , 
Fund.wil1I a n'ew fund into· which monies recovered or.. 
·collected.for medical care woi.dd be deposited and 
would be available, subjectto pppropriatio.ris;topay 
for the expenses as$'ociated wiili veterans' moo.ical . 
care. Ifsl'eft6ing . &em the eeUeetioHs' is Hot sl;tbje.et to 
~propriatiofts, bl;td$et targets'tVillHot be met.· , ' . 

Replaces the existing Medic:al Care Cost RecOvery 
Fund with a new fundintowhichmOtlies re.covered or 
collected for medical Care would be deposited and , 
would be available, ,subject to appropriations., to pay; 
for the expenses ~sociat~ with veterans' medical. 
: care. 

Concurs' with Senate position. 
:­

Also Ulcludesa "fail~afe" provision authorizing 
additional fundsinlheeveiltthere ls>ashortfa:ll in. 
anti¢ipatedcollectioris,inexcessofS'25 million~ . 

No '~taiisa.fe'~ :mechanisrn. 
.I' 

. I 

- -VA and DoD-' No pf9vision.c.> ,i ., Requi';'s mariaged care and f""for-~ice . .', ,_".' 
• M••n ..... S.bii~n~oD; -. _ . ..- ,i ·'.' ,\ dem0l1S!tatiqns ()fMed~ re.iIptiurs.emen.Ito.the: .;,' . , .. . 

. , , DemonstratJon~ , . ' .." ......,'. . DepattrrtenJ!!''OfVeterans Affairs andDefense. . , . 
. ' , . , , 

;: .... 

.~ . , 
/ .....:. 

~ , . 
. ..p 

, . 
. ..... ' .',.... ­ '. "­. ~ c. \ . 

t:· .... ' " " 

.­
' . '. 

. . -" 

.!' 

.", . . . 
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r~-~~~~--HotiSE-PASSEDBILL _] SENATE-PASSED BILL, L A\....",.r,EMENTIWHITE HOUSE POSITION 

HOUSING 


.: Mark to Market No Provision. (Representative Lazio has mfroduced, ' 
by request, the administration's bill and there Js at , 
least one other house version introduced so far.) 

~ 

- ..\. 

" 

FHA Multifamily Mortgage Restructuring: Net 
savings would be $240 ,million between 1997 and 
2002. The reform: would reduce the rents on Section 8 
Holising contracts and use a new capital grant program 
out of the, FHA in order to avert large defaults on , ' 
federally insured mprtgages. There are sev,eral 
different yersions ofthis legislation. Without these 
provisions, the Banking Committee would still exceed 
its ,target reconciliation savings of$1.5 billion ov¢r 5 ,. 
years; 

: 

Prefers following changes to Senate bill: 

-Allow for the conv~rsion of subsidies to portable ' 
tenant-based assistance, allowing tenants to seek out 
the bestavailable housing and permitting projects to 
develop a mote diverse mix,of income levels. (Senate 
maintains low-income rental assistance as project­ ' 
,based, tied to specific properties.) , ' 
- Giv!i HUDmore,flexibility to design the mos~ 
effective partnerships. (Senate e~tablishes a " 
,preference fordelegatingrestfucturing,tasks to 
housing finance agencies.) , 
- Amend tax code to allow for tax amortization in 
,exchange fot long-ter.rn affordabil ity restrictions. 
(Senate attempts to ,address, tax issues through the use,' 
of !'soft" second~mortgages which, as interpreteaby , " 
iR$,may not have the 'qesired 'effect of deferring tax 
Consequences.) 

-:­ .:,. . " 

..:, 

(CBO sCOreS $326"inillion in savings over i 997~2002 
from the Administration's bil!.) , , ' ' ' 

\ 

" 
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FROM CONSUMER CO~LITION 202 89823897-18-1997 2:34PM 

BUD'GET RECON~ILIATION CONFERENCE COMMITTEE· 

Current Language 

"(6) for a fee knowingly and willfully counsels or assists an 
individual to dispose of assets (including by any transfer in trust) 
in order for the individual to become eligible for medical 
assistance under a State plan under title XIX, if disposing of the 
assets results in the imposition of a period of ineligibility for such 
assistance under section 1917(c)," 

Proposed Modifications to Current Language 

"(6) for a fee knowingly and willfully counsels or assists an 
individual to dispose of assets (including by any transfer in trust) . 
. in order for the individual to become eligible for medical 
assistance under a State plan under title XIX and to apply for 

. such medical assistance/ifdisposing ofthe assets results in the' 
nnposition of a period of ineligibility for such 'assistance under 
section 1917(c)," 

. Final Language as Proposed 

"(6) for a fee knowingly and willfully counsels or assists an 
, . 


individual to dispose ofassets (including by any transfer in trust) . 
in order for the individual to become eligible for medical 
assistance under aState plan under title XIX and to apply for such 
medical assistance if disposing of the assets results in the 
imposition of a period of ineligibility for .such assistance under 
section 1917(c)," .. 
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Ccm,grcssioDal Research Service e The Librvy atCon,gxess • Wasb.iDgtan. D.C. 2OS40-7()(x) 

July 11. 1997 

TO .. 	 Koaorable lack B.ced 
A"n: Bonnie Hocue 

nOM 

.Proposc4 Amendmam of Sec:ti= 211 ofP.L 104-193. Crimina11rJDg 

Cau.in Tr.wfers of Assers to Become Eligible for MedJtak:l 

1lIiImem.or8l'lh1m pmY.ides m amlysis oflegal ad COD51itucioaa1i$$ucs trill maY be 
D.iseci by the laQ&U3gc of SeedOD S75S of S. 947. IS paRed by (be SeDate ou JuDe 25. 
1991. _ S~OD 3421 ofB.1t 2015. as pwed~y the House OIl me lame day. lbese 
t'VIO. ",UClD5 commrt. idamical lazlguage 8lId would ame.lld the ~ law in SediDD . 
lU8B(a) of dleSoc:ial Security Act. 42 V.S.C. Sec:;. 132Ot-7b(a), torca4. mpmu.ut 
pan. IS follows; . 

Wlloever-tt •• 
·(6) fOJ a fee ~y IIld Willfully ~ls or assists an_vidual tV dlspose of asselS (itl.dudiq by Ill.Y trltll5fa' iD trust) in 

onte:r fex- the imtividual to beeome eligible for r=c1ital assislaDCe 
W1der a. Stare plan QUder tiZle XIX. if disposinS of d:Ie wea fCIlIlrs 
in dar: ixJ:liositiora ofaperiod of iadigibW:y for such ass.i.sI:aDee UDder 
sccciOD 1917(~) . 

.shall •.. (Ii) iA me case of such a ... proVisioa of ~oael at ass1s13lEe under 
saoa 1917(,) by any ol.be:r penon. be ~ of a mis4emeuOI aDd·upoD 
r.X)I:rricticm1:bercof1:iDe4 GOt more tlw1 $10.000 or ilnpri.Jo=4 for DOt D:JDre 'l'hu. 
OD~ year. or 'botb. 

UIJdCf the a:armJt proYIsioD. a. pmva w2Io tDowiI:JPY ml wiUfU.lly disposes of 3SSeUI. 
IDc1udiQg twISfus to ~t.nabl1NStS, illorder for an iudMduallO o'btml Medicaid. eIJsibilil.Y 
for msrsing home are ma.y be Hable for a crimDml t"i:a& and/or impriscmmem, if the 
disposificm of assea results iD a period of ineligibility tQr =h Medicaid b~. lbis 
provision. which was e1ftctivl Jamwy 1. 1m. muts the am tiIIle Concress has 
ca'imJmli:RtJ a disposition of assets made iA ordeI to quali.fy for Medicaid. Prior to Ul8l 
time. cerraiD tllIKfeB of us!cs up 10 36 mO'lltbt prior to 111 applic.2!iDD for MedIc.Ui 
'baef"IlS. aDd. ~ tramf'ers Co tnJSS up to 60 mODtbs. coultJ mWc ill 41 period. of 

http:MedIc.Ui
http:quali.fy
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iDBligibilicy for ~ beacfils. This periocl Qf bleUgibilky ma" stW. bt amssed UDder 
CURet la..... but, in :addition. crimiJ:Ial penalties may also be Unposed t&Elda' cezora!r1 
ci.rcumsQDCeS. . . 

The House- aGd Seu&pasSld versions of IblI amcndmeI:II to Sec.cioll 717 ("the 
plO"jsioai. WOllkl impose ~al liability only OIl a penon w1:lo "'for a foe knowir:l&lY 
..willfWly COWI5CJ5 or ~"lIUHber pet50ll to dispose of assets in ort1eJ to becoruc 
eligible for MedICaid for im.tsiDg lIame em, aDd theu oo1y it '!he assets an dispoacd of 
aud. as a mvh. C2w peQOI1 applym, for Medicaid bas 1. puio\! of Medicaid iDeliPiliry 
imposed by Ihc StIle Medicaid agcccy. '­ < 

O. cpscioD tbII has iris= is wbaher dais 1'l9Yisirm iafrieges upoa • petSOA's Fim 
AmCDdmcm ri&b'1O &Ie spm:h b:I. that il etrac::riYe1;y pl'obibits a 1. advisor OJ: omer 
persall frQD\ coumelmg a eli~ ..bout ac:tMties tl:saI may be leaa! in aDC1 of d:u:;nselves. To 
d.te sxzcm Chat die provisiOJl Woul4 prohibit CCI\IJ:Ilif'II;ng aboIa: lepl acdvitie:s. a ~wt "'ould 
see=1ikeIy ED dcdiI.te: it: WICO~. n.e First ~ p.r0'lida WI "Coop:s.s 
sball make 110 law . . '. abri4giftg me fI:eedoa1 of SpeeC:b... Akhoagb.<this freedom does .DDC 

iElude ·spe~h and WriIiq used as au Wegral.pm ofaxwb::t inviolaxioll of a valid 
criIJ1iz3a1 SWUfe" (GibQnfy v. EMpire &O,.,e Ii lie 0,.• 336 U.S. 490,498 (1949), Ib£:p: 

appears to be DO reason tbiII tile First AmC%JClma:Jt would ~ fU.Uy protect cou.n:seliDg about 
legal aaMrie.s. . 

Ewe ~1b= pn:niD:lu. would be limited to COIm5cliDg for a fee, it wvald DOt' be 
c:or.midered ~ spca::h ('&'bic:h ~ 1e11 dIaD fUll Pint A~ prOl8cdoa). 
as comznereial ~ is -spel\!Ch th.at P1fJPoses a ~ tramaaion.~ BotlTd ((/ 
Tnuuu li/dte Sr.are DfNnI Y"rA: Y. ra&.492 U.S. 469. 482 (1989). A prohibitioD of 
CO'IJAIC'ljng abom legal u:tiyj~ woWd be a ~~ase4 'e&cridion on speech,. aDd.. III 
SUI:h. would be subject co stril:t scMiDy ._me Pirst AIllt'lWWem. Whi~ ZD!3lIll thai it 
waulcl be upbeJ4 0Dl)" if~ is IICCI:Ssa:y "ID ~ a tompelliDg iI1te:R:st." mcS is -tbr: least 
RSZridive Ine:am to k'cb« _ ~ lmaest." Sflble ~1IJiqnf ofCt:t.1Jfomia" 
bu;. v. P84tTIJJ CoInl7llllS'C~ Olmmissi01l, 492 'U.S. lIS. 126 (1989). It seems very 
~ly thU me probibition elf cOUElBCq to cut. in aCliviti.es wlUda are lawfvl ~4 
satisfy flUs sttiDgc:ur tea. as a ptobibitioD liznitad. us CCNDSCliag about illegal activities 

< 

would. mD1C clliecdy Se:"\'e ~"~UlP""crq the iliepl aaiYity. 

Tbe questicm th.cD becomes. what ki.Dd of co=mwDcaIions are im;pl.iealed by d:ais 
~ provision? Some amm:IWlicati.om would QOt appcv to be KdoDal:l1e WldertlUs 
PfOY~Q. A la'lllr')'C:r .m.igm cou.asel a diem about the-law com-«Tling Medicaid. digi\rllity 
fOI uwsiag home care, describing aeUODS that I~ pen:Dissib1e 3ad IJCt pc:::missible UDder 
the StINle. Ji'n:sI.mlably. siDee the: la'lll)'er bas DO~ iDowiqly .aZI4 w:illfWl1 ~cled a. 
cUem to dispose of assets. such a cOD:lmWlicati.oD 90\114 DOt be ptahibdBcl by tI:W 
provisioa. Or. a lawyer might set out tbe.law, 'bur.U!eD advise a clieat to 4ispo$e of ~ 
in OIdeI to be eligible: for Medicaid. pa)'mCDtS.for mu"SD:lg me wv by ac:tiolU tbal are 
lawful ad Chat would mJI lC$lIU in MtI irJ:Iposiliw of &11 -isibW!)' period upan 
application M Medis:aid bmcfits. Pet example. f.bc lawyer might advise a ("031= to 
lr.UISfe:r orae halfof the '1i="~ assets. to Ii 'bUy member. emcr & aursq honle. U$e tbt 
other half of the as.seb to pay for AUR1:.uc heme care. th= apply fat Medicaid. dic1Dility.. 
after the remaiu1n& pcrsolL1i fr.md.s Nil out. in which ease.DO periodot me1igi'bD.i1y woald 

http:AUR1:.uc
http:cOD:lmWlicati.oD
http:amm:IWlicati.om
http:aCliviti.es
http:Wegral.pm
http:dcdiI.te
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be &SICS_ ~ &he appliRzar!or Medic:ait1 WbiJe die Ja...vycr"S adYlce dUlly iDetudrs 
~ of assets (lIl1bis case ODe l:ralf ofdie: eli_'s l'4iIable assets) to ,ber;ome eligible 
for Med1c:aid, tbc 1ZUUS sqgzatM and tha end 1eSUl(.ate 'both lawfGl aer ew:re::at law. 
'If tf!e dies follows lbe JaW)'et'5 advice. no pe:iod. of iDeI.igibiUl)- would be imposed upon. 
Q&e ildMdIAl wbczl. he or she appJies for: Medicaid MId (be lawyer woWe! EIOt be subjm 
'CO mmiDal,1iability.1 

. 

Ot!r=' c:om~:ate pezhzps more PIO'blematica1 fnnu u inrerpretivc poim of 
view. SGppose a lawyer ad.viIcs a c1iCDt to Gispose of ODe lmlfofJUs assCC5 IS deKnOod 
above. or suppose a c:tieul C'OCDf:S to ala~ :mel says be waDIS, to give 1\\IlIy lDOlII!:Y to his 
~ t3Cbcr ibaA use n£Or ,1IIU'$1Dg bome ca:e. alZI! tile 1a1ll)'er iAri.ses tl&e e1ieI:4 ~ 
u-a.a.sfer tbe USeIS to Cis cbi1drm. but also eouD$els th ;U,cac tbIt if dle oUlm gi"tS the 
~ODe)' ilway 1he c&m 11WA DOt apply for Mcr:SiQid beDmts dmiI1C - iDeliaibil11y period 
which bqiDis to l\lA fmnI,lI= date of the: ~ \mtiJ such time IS tl:Ie MllSfermJ lDOaeys 
eoul~ have bee"Q UBe!1'lor ~ingbomc caR. In botb ills1a.i:Ia:s the lawyer's 
c:omznWlicJtiollS to the c:1i.eDr In\'Vlvc advice concen:W:la acdo.as \b3c are Jawful, and thai 
if tollO\Vcd. would not f!Sll!t in tbt imposicicm at any Medicaid iD£l1gibWty period. Upon 
applkaUoD for Medic::aW bc.DefIrs. Ho'tl'ever. if the client, for whatever la.5OD. applies 
tor McdlWd bcnr:fds bdne 1be iDdipility period bas 1"Im out (d2c eli=. fotgets. 
misinlerprus the legal advice. ecc.). the lawyer arguably could be p:osaCU!ed. w:lder dIis 
DeW provision fOr what WIS. af the time of ~Don. legal advice. In other words, 
__ lawyer or other ad."I'ber may be crimmllly liable for d38 givinl ofad.vic:e tbal is lepl.' 
dl:p!mtling u;pan tbc ac:cioDs 'of a. cbh:d party over vrhom. the lawyer bas DO coco1­

0= issue raise4 by r.bis scaario is, dle ~ui9Jlll d,m to me speecll UDder tbr: 
rU'St A:arvcimML If the lawyer ox otber ad.visor co\Ul.SCls his clicot tg doispose of ~ 
IDd also ~ die diem to do so illaD:I3m'IC' that IawtWly complies -irl1 tl1I eligibility 
~ for Mcdic:aid. a coun may fiD4 prcsc:c:w:io: of the lawyer Q.ad.er lbis 
proYisioa, ifdlc <=li~doc:$ DOl follow fbe 14vyc:'S advice. ro be m lDfriDgematt upm the 
la....,.et's Fim ~~ ctfm: spcc;e.b...2, , 

1 It is DDb::d '!bat the ~0tI.of~ Jiabiliry \1QI!er SeaioD 217 ~ RStIlr where 
aACts &ave beeu disposed of but where die perioc1 at iDeligibility bas nm oat bdore a 
pe:rsOD apptie:s fot Medicaid has b~ addressed by • least ODe WlIn UDder d= cu.n:eat 
law. 11Je U.S. ·D.btrict Com for Otogon (AzJcer 1.; ~. U.s. ~ Court JUdp) 
dismissed Publcr &: Nay v. Rmo for lac:k of subjecl maDc:t~ 011 ApIi12S.1997. 
The cowl foaDd that siDee the individual bi walled out tI.e pe.aalry period ,before a 

, MecIica.ld applicar.ioA was s~ !he c:l'i.!:I:I.iDalltatmc was not iriggered even thoagb. a 
~ of a.s&e~ bad oc:c:unCd. Under this ~tkaD.., OM may dispose of assets. Wait 
ow tbe period ~ _.bida one would otlJettIIiSe be izIIJ.iCible fOr M.edicaid. d'W!Il apply 
for prospec:tive Medicaid benefits and DOt be subject to proSecution UrJ.d.=' Se~ 217. 

:: It is ~i'ble Ihat a COQltmight read Chis 'provisiOn aarrowly to avoid fmd.ing it 
wx;omtjtJ1tjona1 . It could read T.bB worm ~y UId willfully" ro IcquIre \b81awycr . 
so Ialow that tbe cU=t iDte:lllU 'CI.') dispose oftl:l.. assea iD a matmer'tlJa2:,.,W result iA,me 
Imposil:i:m. Or a period at inelig.lbiJiry. This does ZIDt appear to. be me mem naJnr31 
~,~ of tl:&e pr~ but, in UNM.d SIllIt:J ,,~ X-Ciltmelll vrdto. Inc•• llS ' 

, S. Ct.464. 461 (1994). m. SUpreme U:nIrt CODStNed the word ·kDowlngly." iD an 

http:MecIica.ld
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" .Tbls scc:m:io a~ raiSes' me ~OD'of what kind of cond= Cacgress mce:ads CO 

e=dl 'by ~ of cbis provisiou. WauldCo~ be ~ Ie prohibit la\l')"a$ and0_ idyiscG -bo clmae a fee far tbeir semees 'from cWcuSsiD; aD)' and all options. 
, eve: if lawful iDtbllZlUdvcs, fOr ~ or eMzis &'"Y U1ttS to qualify fin'Mcdic:a)d , 
, ,paylZ3l:lla for IIIolI'Sing ~ ,we? 1"bis issue arises oecause the act ot givitlg awaY as:sm 


Is alWl)'s'lawful. bur; apcaaky. 1be _Ilgibwq perlcd, may Of mq uot be impo5'C4~t 


,aD m;:vidulo~ 01111 upon (be data of the iMM.4UaJ·s f.pplication for MediCIkL 


Iti.y be lCISOftably azaued rbal ita I&'W)'U were to COWlSel ac1i=t to fft.QSter assetS ' 
tOt Jas Ibm fair mar:t=l VD aud thea ilnmcdiatdy qpI, rm. Mcdk:aid e~. dnu cbe 


, la~t would be subject to liabiUt)' 'UDdtr tbis provision if (be clitm 40115 so _ his 

appliericm ilda:dcci becIu:ie ofIbe ~ ofassell. 'Clearly. dle lawyubas advised me 


, c:liaE to 40 ~~' aDd sw::b ~oc wor.t.I4 act be COAStitutiaDaUy 

'proleCfed as me speecb. ~r. odJer than this '!ery o'b'rious eumple of a Ia..."e: ' " 

a4vislQg a d.iem 10 do ~,~l. it is IlOt dear -bat kiods of ~\lDicatioGs, 
DOl protec:red by ibe First ~. would. be ccw.red by thb provisiDD. Sinc.c this 
pro-tision is ~ in cor4eretU, Coagress .y 'Irish to consider 'Ja.r.lfyiag luagUage 

, iD. die ~yUlgrepon' ID assist' C01Uts i,nmc::ssmg IDWpmive is5UC$ Ibal may aWe 

,co~ its impll':DeD'3~n.. 


1a 3. relatt:4 issue. )'OU. bIquirc4 tf rbe fcIlowiq a1~~e would raise " 
~onal isSues Similar to Cbose discImcd abCM:. ' ' . 

W:boever-... " . 
(6) for I fee laura.illg" and wiIlfull7 coumels Qt assists u. mdi'vidu.al DOt to 
_lose die <li.spg5ir.i0D 9f assets (iDcl~ oy my trazlSfer ill cUsr) b:r. Otderfor . 
1he iad:tv:idual tobeconJe eligible for 1J'l.Cdit:al asstaoce urIde.t a Sr.tte pIm UDder 
title XIX. if ~ of cbe UHts results in !be impoSi:tion of a pcrio4 of 
~ity for: sw:h U5ist3uc::e UDder section 1917(c)... 

T.bis· a1~e JaD,gUap would. satisfy co~DIl teq\limDeW5. blK CoDpCSS 

. vtould Ceed 10 deQde whlther·tb.iS _ JWX'OWly awn prcMsiOD would CII:'Ct 'Poliey 

..aoab.. for crimina1iziDt adVice 0, mista.rx:e for d~ of assets•. 


~ SclNle. i;p a comparably ~ way "bec:.:iusc Of1be nspective prav:r;aptious 
tbar some fom. of se~[bowlcdicJ is to be iMpticd in a triDUxlal s~t.e ewz tfuot 
,e'q)tcssed. and that a'$W\ite' is to:'be touslni&'d wbere .fal:rly possible so as 10 avoid. 
INbstamial ~ ques-QO'QS•• 

, IDt~slr, it is:aOled that if~ clie:Dt does DOt icmnediatdy apPly tor'Medicaid 
bcnefils as' cc:nmse1cd by the law:yer. bur ilR.ad waits out t1Je pwlry period. tl1al the 
JaVI)'U ~ DOt tban be proseeuted \Il1du this provision. siDce all e1cmCZltl of me cri.nJ: 
wou14 DOt be'Dlec. ' ; . ' 

JUL 11, ;91 14:as. ~.es 

"'* TOr~ PAGE.05 ** 
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ASSOCIATION 
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DHA. 

WASHINSTON OFFICE 

1875 Eye StrGD!, NW 
SuitQ 1000 
Wil$lriitQIUII. DC 20006·5409 

Phone 202·296·3993 
F~I 202·2!1fl..:l997 , 

'MEMORANDUM 


July 9, 1997 . 

TO: Chris Jennings 
Special Assistant to the President 
For Health Policy, 

FROM: Jack Dresch. Fish Brown'. . , " 

SUBJECT: eRA Position onPSO Provisions in House and Senate Bills 

Hope the Conference is trealing you well. We hope to meet ot,talk with you soon. 

Attached is a summary of ellA position~ on PSO issues in conference.'Also 

attached is a Watson Wyatt sLudy released yesterday concluding that federal 


, Medicare conSLUner protections for health plans (curnml and in the Ways and, 

M~i; bill) an~ mure stringent than state laws. 

Attachment, 



c 

~ 

Side-By-Side Comparison of House and Senate FY98 Budget Reconciliation Bills 

Selected CHA·Priorities -.;. Jllly 8, 1997, DRAFT 


.~ 
"'" 

('
:s:-:::l 
C r 
(' 

:::l 

~ 


JlSOs 

PSO Federal . Ways and Means: Back-up federal certification permitted Permils three-year federal certification period,but by CHA supports federal 
Cet1ification after "completed" application bas been filed and pending 

at stale level for 90 days. B<lck-up certification continues 
indefinitely. 

Commerc-e: BacK-up federal certification permitted after 
application has been filed and pending at tbe state level . 
for 90 days. Deletes "completed" appli(:ation 
requirement. Back-up certification continues indefinitely', 

January 1,2001, all PSOs muse bave state lic~oses, No 
federa1 back-up certification. 

certification immediately 
available as in Senate bill, and 
at mioimum, a federal "back 
up" certification as in House " 
bill "Completed" language is 
too restrictive and subject to 
statedelay. 

" 

so/S<t Requirement \""ays and Means: Tbe50/50rule may be waived The SO/50 rule is re.petHcd as of January 1 t 1999. but can CHA supports eliminating 
& Minimum i.m.oiediately upon enactment if it is in the public interest be waived by the Secretary prior to that time if the plan 50/50 rule af the same time 
Enrollment '10 do so. After Ltie interim rules are in place (6/1/98) 

including federal quality standards, the 50/50 
requiCeinentwould be eliminated. Minunum enroliment 
of 1500 (500.in rural areas); HHS may waive for fIrSt 3 
contract years, 

Commerce: Same provisions. 

meets all olher beneficiary protections and quality 
standards. Ho,.".ever, after two years, a PSO must have Ii 

minimum commercial enrollment 0("1,500 commercial 
enroUees, or rio less than 500 commercial c,nrollee! in 
rural areas; HHS may waive for first 2 contract years. 

for PSOs: and other managed 
, care plans', 

PSO Solvency Ways and Means: HHS must establish solvency Similar provision except that NAIC risk-based capital CH A 'supports federal 
Standards standards thai a PSO 'wi!.hom a state Ikense must meet. 

HHS mllS' use negoiiated rulemaking process. 

Commerce: Same Provision. 

standards must be CQosidered by HHS in !.he negotiated ' 
rulemaldng process. PSOs must meet federal solvency 
sr:andards even after PSOs become subject to s.r.ate 
licensure requirements; , 

solvency standards as a "safe 
harbor" when state standards 
inappropriate (or PSOs as 
under 'House bill, 
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Side-By-Side Comparison of House and Senate FY98 Budget Reconciliation Bills· 


~ 

S.eiected CHA Priorities - JulyS, 1997, DRAFT -c:: 

~ 
n 

PSO Non-Soh'enc)" 'Ways and Means: HHS must establish olher (oon­ HHS to establish federal non-solvency requirements. CHA supports federal 
Standards 

. 

solve.ncy) standards through thenonnal rulemaking 
process. These standards supersede state laws thac are 
inconsistent with memo '. 

Commerce: Similarprovisioll~ bw dOes notwaive state 
non-solvency consumer protection laws. 

. however, PSOs also required to comply with state non­
solvency laws. 

protections for beneficiaries 
as under Ways and Mea.n.s 
bill.. 

PSO Sta1e Ways and Means: May result in the PSO's gening a A PSO dealing directly with the federai government will If stale licensure required, 
Licensure state license eventually. bue no requirement t!:lat a 

pending request be fIled at the stare level for licensure 
as the plan operates under the federal waiver process. 
State, license opens up'the commercial market if the 
PSO chooses to participate in that market. 

Commerce: More likely CO result in the PSO's.gelting a 
state license since the licensure request is required to, be 
pending at the Stale level. Opeos up the cor:ru:nercial 
market if the PSO chooses 10 participate in it. 

'bave allscrue sUUldardsfor HM.os. apply ro it, be 
subjected to state oversight, and woo'thave the benefits 
of having a slate license which opens up the cOD1lIl.erciaJ 
market to it. ' -

. CHA supports a federal 
waiver process with· a "hard" 
9O-day turnaround as in 
Commerce bill. ·CHA . 
suppons continuation of 

. federal waiver proceSs.as in 
Ways and Means bill. 

PSO Dermition Ways and Means: The defutiuoo permits only PSOs. !hat 
are under common ownerr.hip or control. Allows PSOs 
organiz.ed on the basis of "substantially shared financial 
risk" \\ith "a majority financial intere~t. .. 

Commerce: Same provision. 

AiloVis PSOs organized on the basis of "substantially. 
shared financial risk" with -a majority flllancial 
interest.'" Allows P$Os orgaruzed 00 the basis of 
"substantially shMed frnanciaJ risk" With "a majority . 
financial interest "Requires PSOs to be "locally 
organized and operated." . 

" 

Sbould clarify that 
".substantial portion" mearn 
~significantly more than a 
majority" as under Senate 
bill. Suppon House PSO 
·definition that omits. unclear 
"locally organized and 
operated" requirement. 

Non-Compek 
Clauses 

\Vay> and Me:ms: no provision: . 

Commerce. Bar~ eruorceme,ot of Ilon-c~mpete clauses 
Cor providers forming PSOs. 

No provision. eHA supports Commerce 
provision barring use of non­
compete clauses. 
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NEW STUDY SUPPORTING PROVIDER-SPONSORED ORGANIZATIONS WELCOMED 

BY CATHOLIC HEALTH ASSOCIATION AND OTHER HEALTHCARE GROUPS 


WASHINGTON (Jldy 8) •• The Catholic Health Association of the United States (CHA) has joined with nine 
other healthcare groups inprom~ting the value of federally certified Provirlf!r~Sponsored Organizcltions (PSOs) 
and debunking claims made by insurance companies. 

At a Washington, DC, news conference, CHA participated in the release of a new study countering insurance 
industry .claims that state standards offer better protection for seniors. The study by Watson Wyatt 
Worldwide indicated that'proposed federal consumer protection standards for PSOs surpass state health plan 
. requirements In 49 of the' 50 states. 

"You .can't dispute the facts," stated Cindy Dullea, senior consultant of Watson Wyatt Worldwide. ''The 
. findings clearly indicate that federal consumer protection and quality standards for PSOs excoed the state 

lavel by a significant margin.1! The study found that federal laws consistently exceed those of the states in 
areas that matter most to consumers, i.e., marketing, 'restrictions on enrollment and access, and Cjuality 
assurance and utilization review. 

"The study unmasks as bogus an argument the insurance companies were using with members of Congress 
regarding what a PSO can do in providing high quality, coordinated care to Medicare beneficiaries," stated 
William J. Cox, CHA's executive vice president. "There is no reason for Congress to enact anticornpetitive 
measures to keep community·based healthcare delivery systems such as PSOs out of the marketplace and 

, further limit the 
. 

choices for Medicare beneficiaries." 
. 

, , 

Medicare PSOs will not be in the insurance business, and that may be the rub, added Cox. "There have been 
efforts ·on Capitol Hill to have PSOs lo.ok like insurance companies when they really aren't."he stated. 

PSOs will give physiciar,lsand hospitals the ability to compete with managed care COfTlP~r\ies to serve 
Medicare beneficiaries and the community at large. the primary business of PSOs is the delivery of care. 
not, pooling and spreading risk. A~ a result.PSOs redllceadministrative layers common to insurancp. 
companies and many managed care organizations. 

CHA and oLher healthccm,! urgcmizatiqns. inciliding the American Hospital Association, the Fed~r()tion of 
American Health Systems, Interl-lealth, VHA Inc" the National Association of Pllblic Hospitals and Health 
.systems, the Association of American Medic~1 Colleges, Premier. American Medical Group Association, and .. 
the National AssO.cif.'ltion of Children's Hospitals, will continue to urge Congress to enact PSO lenislGltionthat 
establishes appropriate federal PSO oversigt"1t and makes PSOs an available .option for Medicare. 
. 'III . 

The St. Louis-based Catholic Health Association of the United States represents more than 1,200 Catholic-sponsored 
facilities and organizations. The members make lip the nation's largest group of not-for-profit heaithcare facilities 
under a single form of sponsorship. .. . "·0797 
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. EXECUTIVE SUMMARY, 

~L.J' 1 0 I .l.,}\ 1 nVJ...ll., I1C..iU..l n A;:);:)I'4 

Watson Wyatt Worldwide was retained to conduct an independent review of Medicare 
Risk consumer protections and quality standards and how they compare to the consumer 
protections and quality standardsJor HM:O enrollees required by each state. 

This report Summarizes the findings ofthat evaluation. 

Description ofMethodology And Major Assumptions 

The analysis was conducted Via a line by line r¢view of cum:nt state.HMO laws, current. 
Federal Medicare laws and regulations andp,roposedFederaJ Medicare legish:ltion: 

The analysis identified where there· w~sa clear differential in the leVel of consumer 
protection, and where specific quality· standards were required. In those cases where 
consumer protections were required by both the state and the federal govemlnents and 'the 
protection was 'similar and comparable in it was, Identified as such. If there was a similar 
consumer protection at the state and federal level but .. the state had more specific 
requirements Such as atirne frame for resollltion, the state was detennined to exceed the 
redenUreq~ements. 	 . . 

Sources used in th~ evaluation include: 

Tbe sources ofdata for the eval~ation were current stine HMO law .and current Medicare 
law. The source 'of the proposed Federal legislation was from the Ways and Means 

, Committee Draft as ofJune,9, 1997. ' 

. • State HMO l<~gislation : Gathered using LEXISINEXJS and LEXSEE; June 1997 . 
• 	 Current Federal Law: Social Security Act, Section 1876, 104th Congress. Code of 

Federal Regulations (CFR). Title 42, 400.200· ' . 
• 	 Proposed Legislation: Medicare Amendments Act of 1997. Title X, Section 1000, 

Subchapter A . 

. . 	 ". . . 

Federal Law and Regulations were included in the analysis due to their clarity in the 
description of consumer protections and quality standards for Medicare beneficiaries, 
State law was used in the analysis to assure consistency in the review across states. 

Discussion ofDefinitions and Methcuw/og}' . 

Watson Wyatt' Worldwide associates compared arid contrasted the' HMO laws in each of 
the fifty states to the current arid proposed Medicare laws. The review concentrated on 
consumer protections and quality standards in the following areas: 

1 w 
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• 	 eonsumerProtect!ons:' .The an:alysi~' reviewed whether. the current state 
legislation ,cOntains greater consumer protections than current and proposed 
federal law. Consumer.protections werecatcg,orized into: 

• Enrollment and' disenroUment proCess 
• Grievance process' , ' 
• Coverage denial aridappeal process 
• Emergency and urgen~ car~coverage and patient perception policies 
• Availability and access" " 

• In-network versus out ofnetwork ,'.',' 
• Numbers. 'location and types of providers 

• Infonnationreportingicequirements ' ' 
• Structural requirements ,,' '.. ,.•, . ' 

• 	 ' Quality Stamliirds, The analysis' revieWed', whether current state '"legislation 
contains. greater quality standards or requirements than the ,current and proposed 
federal legislation. The quality stan,dards. were categorized into: ' 

.: ~ 

• Quality assurance process 
• Utilization review process, 

"I~ , 

, 	 , 

, Thefindingsofthe review were'suJl1ll1irizedinto the following categories:' 
:, , 

, • 	 8l! == State Exceeds:Revt'ew of the, State's HMO Law revealed more 'specific ' 
requirements than the currentFederal Law o'r proposed F:ederal Legislation. ' ' 

, , 	 , 

. • C = Comparable: The consumer protection or qUality standaid'.!angliage in: the 
Statets HMO .law is equivalen~to ~the current federal Mcrdicare Law andlor ' 

.Proposed Federal Legislatiot} for sinUlar issU~. .' i 

, 	 , , 

• FE, = Federal Exceeds;, ' The .current Federal Law has more requirements for 
Consumer protection and quality standards than·,the· State's HMO Law. . 

. 	 ". , . .. . . ~ ,. , . 

• 	 'FE+= Federal Exc~eds State 'and CUIT~ntFederal:' The proposed.Federal 
Legislation has more specific requirementsco,mpan:d to,the State's liMO law ,and 
curr~nt Federal Medicare'Law.· , 

, • '_i 

The summaries by co~sumer protection and, by state ,are co~tained in .the, append.ix. 'that' . 
. . acComp.ariie8t~sieport.; "', ,",' ." ' " , ' '. ,', '.' ", ' 

'. I 
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. 
Summary.ojMajor Findings 

Ov~raJl Federal Requirements for Consumer Protection exceed those. of the States 

Overall, the current and proposed consumer protections and quality standards contained 
within federal Jaw exceed .those of the ,states. Specifically in the following areas: . 

. 	 . . .' . 

•. 	Marketing: Federal req~ire~ents are more specific than every state except Minnesota. 
The federai requirements require review and approval of materials at least 45 days 
prior to use and contain very specific wording' regarding marketing activities which 
would be described as deceptive practice as well as potentiai enrollee discrimination. 

" " 	 , 

, 	 .' 
", 	 ' 

• 	 Enrollment and Coverage: ,Federal requirements are more specific than every state." 
Federal, requirements include open enrollment periods,' no limitation or discrimination 

, of Medicare beneficiaries, and requirements tor 'enrollment' information. Both the 
'current and proposed Federal Law stress that enrollee have freedom of choice .. The 

. Federal Law contains 	 specific language in regards to the terms' under which an 
organization may disenroll a Medic.are,enrollee. ' ' , 

• 	 Access: Federal requirements are more specific than every state. Federwrequirements 
include e;<.plicit wording on operational requirements for delivery of services to include 
access to providers 24 hours/day. 7 days/week, informatiOn on contracted providers 
and geosraphicallocati~ns, ~d assistance in getting supplement~l coverage; , 

• 	 Quality Assurance ana Utili1;,ation Review: Federal requirements exceed those of all 
but six states; Proposed federal requirements 'stress health outcomes and provide for a 
review,' of health care services by physicians and other health care' professionals. 
Quality Assurance activities include data collection ,of perfonnance and patient results 
as well as the establishment ofa review committee to evaluate substandard services. 

, . 	 . 

• 	 Iltformation Reporting: Proposed· federal requirements are more extensive in the' 
amount and types ofdata to be reported to and regularly shared with beneficiaries than 
that required by all states except New· York. The federal requirement requires that 
alloperatio~ activities which include overall firiancialbusiness transactions be 
provided annuaJJy. 

• 	 Structure:' FederaJ requirements regarding organizational structure detail management 
and ,solvency planning, and address potential conflict ofintetest issues7 . The, specificity 
ofthe federal law was more extensive than most state requirements. 

Consumer Protections and Quality, Standards where the States' requirements 
exceed those of current or proposed Federal law. 

> ' 
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The,review' identified the foHowing issues where the states· requirements exceeded those 
ofthe federal: . 

• 	 .Agent Licensing: Thirty-eight (38) slales require some level of licensing for 
individuals who sell insurance including HMO coverage. There are no clear 
requirements in federal law for the same level ,of oversight for individuals who sell 

, Medicare risk or PSO type coverages.' 	 ' 

• 	 Grievance Compliance: Three' (3)' states have a more specific grievance process 
for consumers which detail the process for registering grievances and the 
requirements the HM:O' has for responding and resolving within specified 
timeframes:, These requirements: include toll free' telephone access and 
requirement~ for keeping the enrollee infonned as to the grievance status. 

• 	 Quality Sta.ndartA·: , Quality (QAlUR) standards are required at the state and 
federal levels. Tpe federal quality standards are more specific for all but six states. 
The six states that exceec;led federailaw'had more specific language regarding the 
requirements of the QA andiorUR program(s). Two states, in addition to having 
more specific language, required additional quality program components. 

. , ' . 	 ' . . 

, 
• 	 Pruvide:rProjiling: One (1) state requires' 

, 

specific levels of provider 
profiling wher~ providers are compared to their peers within spec~fic" 
categories. ' , 

• 	 Credentialing: One (1) state requires a comprehensive credentialing 
process that evaluates the' qualifications and credentials of a provider iri 
association with defined criteria. ' 

• 	 OrganiZiltion Advisory PaneVGrollps: Twelve (12) states require consumers hold 
positions on the health plan's governing board or require a consumer advisory 
panel to analyze delivery and quality ofcare. ' ' , 

• 	 Mandated Benefit Language: Eighteen (18) 'states have mandated benefits for 
their HMOs. State licensed HMOs are required to offer certain benefits in their 
health plans. Many Medicare HM:Os have elected to offer these ,mandated benefits 
as part of their ",Medicare offerings. Certain Medicare HM:Os: do not offer these, 
benefits. Under current federal law. Medicare benefits are generally assumed to 
preempt these mandates. 

.' t 
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Conclusion 

The evaluation ofstate versus federal consumer protections and quality standards indicates 
that by a significant margin. federal requirementS exceed those at the state level. . 

. Even with these areas where 'states, exceed federal 'protections, the vast majority of 
consumer protections are greater at the federal level. 

Qualifications ofthe Firm 
. , 

Watson Wyatt Worldwide.is the'gJobal alliance of two major consulting firms - The Wyatt 
Company, founded in the US in 1943, and R. Watson andSons,whi~w~founded in the 
United Kingdom in 1878. Together this alliance provides a full international range of 
health care consulting services.. Our client base is diverse and includes many ofthe 
world's largest companies. We serve as consultants to more than half of the FORTUNE ' 
1000 companies as well as numerous other mid-sized to large companies. In the 
healthcare arena, we serve 20% of all the US, healthcare companies in 'some capacity. 

. 	 .,' 

We employ over 4.500 associates located in 90 offices worldwide. Watson Wyatt 
Worldwide's corporate offices are in Washington D.C. and Reigate. England. ., 

, . 

Watson Wyatt Worldwide is uniquely qualified to assist the review of state Inv!OLaw : 
against the cUrrent and proposed Federal Legislationto evaluate con.sumer protection and 
quality. . 

• 	 We have a broad knowledge orall components of the health care industry and keen 
insight into the future ofhealth care. We advise health care purchasers. providers and 
insurer health care organizations nationwide. and abroad. , 

• 	 We have worked with other hefdth care organizations to ev~luale Medicare Risk' 

requirements. 


• 	 OUf activities are focused o~ assisting evolving Provider Sponsored Networks with 

their organizational and operational strategies. . 


• 	 Our project team was comprised of both healthcare professionals as well.as 

researchers which brought a 'rnulti.facetedapproach to this engagement. . 
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