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MEMORANDUM 

February 18, 1997 

TO: Gene Sperling 

FR: Chris Jennings and Jeanne Lambrew 

RE: Background on the Workers' Between Jobs Initiative 

Attached are our summary documents on the Workers' Between Jobs Initiative that you 
may find useful for your meeting with Union leaders tomorrow. They include: (1) a two-page 
summary of our initiative; (2) talking points on the initiative and who will be helped by it; 
(3) q&a's that were originally written to answer criticisms from Senator Domenici; and (4) a 
more detailed analysis of the problems that dislocated workers and their families have with 
regard to health care coverage. 

There are a number ofpolicy issues that have not yet been fully resolved. We hope to get 
closure on these outstanding issues in the next week. However, we believe that you will find 
more than enough information on this initiative in these documents. 

We hope you find this information useful. Please feel fre~ to call Chris at 6-5560 with 
any questions. 



HIGHLIGHTS OF THE PRESIDENT'S INITIATIVES TO MAINTAIN AND EXPAND 

WORKERS' COVERAGE 


Because most Americans have employment-based health insurance, health care coverage is often 
. I 

jeopardized for workers who change jobs. In fact, over 50 percent of the uninsured lost their health 
insurance due to ajob ch~ge. Many of these uninsured Americans are:the spouses and children of 
workers. The President's initiative will provide temporary premium as~istance to families with workers 
who are in-between jobs. For millions of these workers and their families this assistance could make it 
possible for them to maintain their health care coverage while looking for another job. This initiative is 
fully paid for within the President's FY 1998 balanced budget plan. In :addition, to assist small bu~inesses ­
- which often have more difficulty providing and maintaining health care coverage for their workers -- the 
President has proposed to help States create voluntary purchasing cooP7ratives. 

Funding 	 Invests $9.8 billion over the bQ.dget window and is paid for in the 
President's FY1998 balanced budget. 

Eligibility 	 Helps an estimated 3.3 millio~ Americans in 1998, including 
about 700,000 children. ' 

A full subsidy would be provided up to 100% of the 
poverty level for and would be phased out at 240% of the 
poverty level. 

To assure that limited tederal dollars are cost-effectively 
targeted, individuals who are eligible for Medicare, 
Medicaid or who have'an employed spouse with coverage, 
are not eligible for thi~ program. 

, 
While low-income workers would certainly be helped by 
this benefit, over halfof participants would come from 
families who previously had incomes over $30,000, for a 
family of four. . 

Coverage for Families of Helps to assure that Kassebaum-Kennedy protections against pre­
Workers Who Are existing conditions are not phlced at risk because of breaks in 
In-Between Jobs insurance coverage. It achieves this goal by helping working 

families retain their health co:verage through premium assistance 
during a time in which they lose much of their income. 



Voluntary Purchasing 
Cooperatives 

Gives States the flexibility to provide coverage in ways that best 
meets the needs of their popuiations. States would have 
flexibility to administer their ~wn programs, (e.g., COBRA, a 
private insurance product, Medicaid, or an alternative means of 
coverage). 

Small businesses have more difficulty providing health care 
coverage for their workers because they have higher pel' capita 
costs due to increased risk and because of extraordinarily high 
administrative costs. 

The President's budget will make it easier for small businesses to 
provide health care coverage for their employees, by allowing 
them to band together to reduce their risks, lower administrative 
costs, and improve their purchasing power with insurance 
companies. 

His budget proposes to empower small businesses to access and 
purchase more affordable health insurance through the use of 
voluntary health purchasing cooperatives. This will be 
accomplished by providing $25 million a year in grants that States 
can use for technical assistance, by setting up voluntary 
purchasing cooperatives, and ,by allowing these purchasing 
cooperatives to access to Federal Employees Health Benefit Plans. 



HEALTH CARE COVERAGE FOR FAMILIES WITH WORKERS WHO ARE 
IN-BETWEEN JOBS ' 

This initiative for families with workers who are in-between jobs is a carefully constructed, targeted and 
paid for program that builds on the Kassebaum-Kennedy law (The Health Insurance Portability and 
Accountability Act of 1996). It would provide temporary health insurance premium assistance for workers 
who are in-between jobs and their families and would help an estimated 3.3 million Americans in 1998, 
including 700,000 children~ 

Health Insurance is Often Jeopardized When Workers Change Jobs. 

• 	 Most Americans have employment-based health insurance. Nearly 148 million Americans (64% 
of the non-elderly civilian population) receive their health insutance from an employment-based 
plan. . 

• 	 Workers with job changes are more likely to be uninsqred., 

Over 50% of the uninsured lost insurance due to a job change. Many of these are the 
spouses and children of the worker. 

Over one-third of workers who left an insured job, became unemployed, and received 
unemployment insurance, were uninsured. 

Workers with job changes are more than three times as likely to have gaps in insurance than 
continuous workers. . 

• 	 These workers often cannot afford health care coverage. 

For most workers in-between jobs, health insurance is accessible (through COBRA 
Continuous Coverage). However, the costs of health insurance coverage presents a 
significant barrier for.many Americans who are in-between jobs. ' 

The President's Initiative for Families ofWorkers Who Are In-Between Jobs 

• 	 Provides temporary premium assistance for up to six months for unemployed workers who 
previously had health insurance through their employer, are in between jobs, and may not be able to 
pay the full cost of coverage on their own. 

• 	 Assures that Kassebaum-Kennedy protections against pre-existing conditions are not placed 
at risk because of breaks in insurance coverage. It achieves this goal by helping working families 
retain their health coverage through premium assistance during a time in which they lose much of 
their income. 



Gives states the flexibility to provide coverage in the way that best meets the needs of their 
populations. While states have the flexibility to design their own programs, this initiative is 
targeted only to those who would not otherwise have health care coverage. 

• 	 Costs approximately $2 billion a year and is paid for in the President's balanced budget. 

Who This Initiative Helps 

• 	 Helps an estimated 3.3 million Americans in 1998, including about 700,000 children. 

• 	 Strengthens the safety net for middle-income, working Americans in an increasingly mobile 
workforce. 

While low-income workers would certainly be helped by this benefit, over half of 
participants would come from families who previously had incomes over $30,000, for a 
family of four. 

, 
To assure that limited federal dollars are cost-effectively targeted to those most in need, only 
families up to 240% of poverty are eligible for this population. 



\VORKERS' TRANSITION HEALTH CARE INITIATIVE, 


The Workers' Transition Health Care Initiative is a carefully constructed, targeted and paid for 
program that builds on the Kennedy-Kassebaum law (The Health -Insurance Portability and 
Accountability Act of 1996). It would provide health insurance premium assistance for an 
estimated 3 million Americans, including 700,000 children. According to the September 1996 
Lewin Group study, the cost bf health insurance coverage presents a significant barrier for many 
people who are in between jobs. In fact, less than 20 percent of workers elect to use COBRA, 
which allows the unemployed to keep their old insurance policy while looking for another job. 
The Workers' Transition Health Care Initiative: 

• 	 Provides temporary premium assistance for up to six months for those who previously had 
health insurance through their employer, are in between jobs, and may not be able to pay 
the full cost of coverage on their own. 

• 	 Assures that the Kennedy-Kassebaum protection against pre-existing conditions are not 
placed at risk because of breaks in insurance coverage. It achieves this goal by helping 
working families retain their health coverage through premium assistance during a time in 
which they lose all or much of their income. 

• 	 Strengthens the safety net for middle-income, working Americans in an increasingly' 
mobile workforce. While low-income workers would certainly be helped by this benefit, 
over half of participants would come from families who previously had incomes over 
$3l,200, for a family of four. However, the 240% of poverty cap on assistance assures 
that limited federal dollars are cost-effectively targeted to those most in need. 

• 	 Gives states the flexibility to provide coverage in the way that best meets the needs of 
their populations. While states have the flexibility to design their own programs, this , 
initiative is targeted only to those who would not otherwise have health care coverage., 
For example, individuals who are in between jobs that have access to insurance through a 
spouse whose employer contributes at least 50% of the cost of the premium are not 
eligible. 

• 	 Costs approximately $2 -billion a year and is paid for in the President's balanced budget. 
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Question: ' 

Answer: 

Question: 

Answer: 

Question: 

Answer: 

QUESTIONS AND ANSWER~ 
, 

, 
Isn't this just another open-ended entitlement that will be much more,

I ' 

expensive then you assume? 
,, 

The Workers' Transition Health Care Initiative is ~ capped entitlement to states, 
meaning that the federal costs can never exceed t~e amount specified in the 
legislation. Also, our analysts developed cost estiinates for this program using 
conservative assumptions about the number of people who will participate in the 

I 

program and how much health care coverage would cost per beneficiary. 

Aren't yom- estimates a bit unrealistic given tIle fact that this new generous 
benefit will cause more people to stay unemplo'yed for the six month duration 
they are eligible for this subsidy? ! 

, 
The likelihood of people turning down a job simply so that they can keep a ' 
modest, time-limited health insurance subsidy are !almost none. The vast majority 
of people would rather start a new job as soon as Ipossible, even if it means giving 
lip premium assistance for their health insurance. lOur current unemployed 
insurance program (UI) provides evidence that m~st Americans, when given the 
option, choose work over a modest government benefit. Although UI coverage is 
available for 24 weeks, most leave the program after less than 17 weeks. Because 
the health insurance premium benefit is only $240 a month,it would be even less 
likely for people to give up a job for this more mcidest benefit However, 
extremely conservative estimates were used, inchlding the unlikely assumption that 

, I 

some people would unwisely delay re-employme* for a period of time. 

What happens if there is ,a recession? 

This program gives states the flexibility toallow for changes in the unemployment 
rate. States are allowed to retain funds in low unemployment years to offset 
increased costs in higher unemployment years, States are given'the flexibility to 
design a program that meets the .needs ofa changing economy. This proposal 
would also use a small portion of appropriations to establish a Federal loan fund 
that states could access in times of need. i , 

," 

, " 



Question: What a.oe the income limits for this health insurance premium support? 

Answer: Families with incomes below poverty ($15,600 for a family offour) would get full 
assistance covering their premiums. The premium assistance would be phased out 
up to 240% of poverty, or a $37,440 family incoJ1le, for a family o£four. 
However, since eligibility is determined on current monthly income,· many families 
who previously had higher incomes and have little to none because of 
unemployment would be eligible. .. 

Question: Why are you proposing a program that helps ,people who were previously 
insured but ignores the millions of Americans"who stiJIlack health insurance? 

This program will help millions of Americans keep their health insurance. 
According to the Lewin Group study, the cost ofcoverage is a significant barrier 
for workers who are in between jobs. And while workers who are eligible for 
COBRA often cannot afford the cost of keeping their coverage, workers who were 
employed in finns with under 20 people are not even eligible for COBRA, so they 
must try and enter the difficult and expensive individual market. The Workers' 
Transition Health Care Initiative will give these workers access to insurance and 
the means to pay for it while they look for their: next job. 

This initiative, of course, does not resolve all of the problems in our current health 
care system. It will, however, provide health iilsurance for 3 million. Americans, 
including 700,000 children each year. And it builds on the step-by-step approach 
the President is committed to pursuing. 

Question: Is this another big government health care ,p.·oposal? 

Answer: No. This initiative is a limited demonstration that is phased out after four years. At 
that time, the Congress and the President can decide if it is an effective way to help 
Americans who are in between jobs keep their health insurance. This proposal is 
also already paid for in the President's balanced budget. Furthermore, this idea 
also has enjoyed longstanding bipartisan support. As The Washington Times, 
reported on September 6, the Dole Campaign has made clear that Senator Dole 
proposed a similar idea ten years ago as Senate Minority Leader. 
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Question: 

Answer: 

Question: 

Answer: 

Question: 

Answe.·: 

The Republicans 011 the Senate Budget Committee estimate that subsidizing 
health insurance for the full six months would cost taxpayers between $15 
and $22 billion over six years. How do you j llstify your own estimates? 

In their estimate, the Republican Budget Committee assumes that every individual 
who participates in this program will receive benefits for the entire six months of 
eligibility. It is ridiculous to expect that all of these workers would pass up a job 
simply to get this benefit for the maximum amounf of time. This has never been 
the case with unemployment insurance and there is no reason to expect that people 
would remain unemployed for this even more modest benefit. Their analysis really 
has no bearing on this policy. 

The proposal mysteriously terminates in the year 2002, presumably because 
extending beyond 2002 would push the President's budget plan even farther 
out of balance." 

The President's demonstration program is intend~d to determine if providing 
assistance to workers between jobs is a cost-effective method to assuring that 
individuals and their families do. not lose insurance coverage while they are in 
between jobs. Like all other demonstration programs, the program is intentionally 
designed to end at a specified date. At that time, if the program is successful, 
Congress and the President are free to extend the demonstration or continue it as a 
permanent program. Ironically, this is the same mechanism that Senator Domenici 
himself lIsed in the mental health parity initiative that the President supported. 

. . , 

The Republican Budget Committee cites a pI*,?vision in COBRA 1985 called 
'continuation coverage' that allows the unemployed to buy into their former 
employe.o's health plan for up to 18 months while looking for another job. 
They then conclude that the problem, [for the unemployed], is "not a loss of 
health insurance, but a loss of income." . 

For most workers, a loss of income means a loss: of health insurance. According to 
the Lewin Group study, less than 20 percent of eligible workers elect to use 
COBRA, and the cost of health insurance coverage is often a formidable barrier for 
those who do not. The Workers' Transition Health Care Initiative is designed to 
provide premium assistance to workers in between jobs, so that they do not have 
.to forgo their health insurance while they are searching for a new job. It is 

)
important to note that firms with fewer than 20 workers do not have to provide 
COBRA to their foriner workers. For these workers, without some type of 
assistance, they will undoubtably lose their health coverage. 
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Question: 

Answe.·: 

Question: 

Answer: 

Question: 

Answer: 

The Republican Budget Committee has asked i"hy we don't just give the 
unemployed cash? They state that 'if health insurance is needed, the cash can 
be used to pay for COBRA continuation cover~ge. If health insurance is 
available (maybe through a spouse), the cash could be used to pay for food, 
housing, education, or job training.' What is wrong with this idea? 

The President's proposal gives states the flexibility to provide coverage through 
I 

COBRA or other private insurance. If a state shows they can provide cash to 
participants and still assure that participants have ~ealth coverage, then the 
Secretary of Health and Human Services can approve the state's program. 
However, States must ensure that they are providing this benefit to those 
individuals who would not otherwise have access to health insurance. For 
example, if an individual can receive health care c0verage through their spouse, 
then they are not eligible to receive benefits from this program. States must 
demonstrate that the money they spend is targeteq to meet the goals of this 
program: to help provide health care coverage fori those who would otherwise lose 
their insurance. ' 

I 

The Republican Budget Committee claims that the Administration is 
proposing to tax worke.·s (or increase deficits) ito subsidize non-workers. Is . 
that tme? 

Absolutely not. The President's proposal is a part of his balanced budget proposal. 
As such, the costs are offset by savings in other programs. The Administration has 
not proposed to tax workers nor increase the defibit to pay for this program. . 

It also states that while the President's rhetorit may lead people to believe 
that he is IJl'omising they will have health insui'ance for six months if they 
lose theh- job. In reality, he says 'up to six mO~lths' . 

! 

Under the President's plan, 'individuals will be eligible to receive benefits for six 
. months, if necessary. The vast majority of the people who participate in this 

program will not need to receive the benefit for trye entire six months, as they will 
find a new job before they reach the six month limit. 



Uninsured, Unemployed Workers and their Families: 

The Problem and Policy Options 


Overview 
Families who lose health insurance while they are between jobs are a small but 
important group of uninsured Americans. These families pay for health insurance for 
most of their lives, but go through brief periods without coverage when they are 
temporarily unemployed. Ifthey experience a catastrophic illness during this transition. 
the benefit of their years' worth of premium payments is lost. They have to cover their . 
health care costs alone at a time when they no longer have a major source of income. 
Worse, for families with an ill child or a worker with a chronic condition, the loss of 
health insurance while between jobs can make it financially, impossible to regain 
coverage. This paper outlines the scope of this problem and policy options that help 
redlJce it. . , 

More People Experience Job Transitions 
In today'seconomy, an increasing number of Americans wi,1I at some point lose their 
jobs. While the unemployment rate remains lowand. job creation remains high, the fast­
moving economy has resulted in rapid Job turnover and job:elimination. In a New York 
Times article on the. topic, economist Paul Krugman wrote, ,"What economists call 'labor 
market flexibility' is a euphemism for a certain amount of br'utality. But it seems an 
unfortunate price we have to pay for having as dynamic an economy as we do." (Lohr. 
1996). 

About 9.4 million Americans (8% of all workers) lost their jobs due to plant or company 
closure. insufficient work, or elimination of their positions between January 1993 and 
December 1995. rhis number is about the same as in the ,early 1990s, when there was 
a recession, and is an increase from 5.9 million displaced workers between 1989 and 
1991. Increasingly, these are white collar workers. While about 7 in 10 ofthe 
displaced workers were reemployed, more than half did not receive written advance 
notice of their job termination and probably spent time unemployed between jobs. Less 
than half of displaced workers were reemployed in full-time jobs with earnings the same 
or hisher (USDL. 10/25/96). 

Job loss and transitions do not affect a small subset of the population. In 1995, over 15 
million American workers received unemployment compen~ation at some point (USDL, 
12117/96). An estimated one out of every four workers will make an unemployment 
claim once over a four year period. (Myer & Rosenberg, 1996). These workers' 
unemployment affects a larger number of people, including spouses and children. In a 
recent poll. one in two people were somewhat or very concerned that someone in their 
household would be laid off In the next two or three years (Lohr, 1996). . 

1 



Changing Jobs Leads to Changing Insurance 
In the United States, health insurance is usually linked to employment. Nearly 148 
miIJion (64% of the nonelderly, civilian population) receive health insurance through an 
employment-based plan (EBRI, 1996). About half of this number (76 million) are the 
workers themselves: the other half includes spouses and children gaining coverage 
1hrough the worker's plan. 

. Since health insurance is often employment based. change in employment is a major 
reason why people lose health insurance. About 42% of workers with one or more Job 
interruptions experienced at least a month without health. insurance between 1992 and 

/ 	
1995. This compares to only 13% of full-time workers without job interruptions 
(Bennefield. 1996). According to one study. 58% of the two million Americans who lose 
their health insurance each month cite a change in employment as the primary reason 
for losing coverage (Sheils &Alecxih, 1996). This affects family as well as workers: 
nearly 45% of children who lose their health insurance do so due to a change in their 
parent's employment status (Sheils & Alecxih, 1996). 

The Unemployed are Often Uninsured 

In 1995, about 16 million ofthe 40 million uninsured were nonworkers (8.7 million). part­

year workers and their dependents (3.0 million) and full year workers and dependents 

with some unemployment (4.4 million) (EBRI, 1996). This includes people who are out 

of the labor force. do not receive unemployment compensation. and/or did not receive 

insurance on their last job. This number is a point-in·time estimate; since unemployed 

workers usually spend only part of the year between jobs, this snapshot only captures 

some of the temporarily unemployed and uninsured. 


While only a minority of the total uninsured, the unemployed are more likely to be 

uninsured than the rest of the population. Three times as many uninsured were 

unemployed. compared tothe proportion of all adults who were unemployed and 

looking for work (Klerman, 1995). Over one-third of workers who left an insured job, 

became unemployed, and received unemployment compensation also became 

uninsured (Klerman. 1995). "fhis is twice the proportion of uninsured in the general 

population. 


Policies and Proposals for Uninsured. Unemploye.d Families 

Three sets of policies exist today that assist uninsured, unemployed families. 

Additionally, several have been proposed to address this the gaps leftby these policies. 


COBRA. The 1986 Consolidated Omnibus Reconciliation Act (COBRA) allows most 

employees to purchase health coverage from their former employer for up to 18 months 


j 
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after their employment ends,1 The employee must pay the fuJI premium for this 
coverage (up to 102% of the group rate). Given the high premiums in the individual 
market and the possibility of denied coverage for pre-existing conditions, these 
premiums are probably the lowest that most unemployed, uninsured wo~kers and their 
families can fmd. 

Most researchers agree t~at COBRA has improved health coverage among the 
unemployed. About 20 to 30% of all eligible take the option: (Flynn, 1992;'Klerman, 
1995; Berger, Black &Scott, 1996). In part, these rates underestimate COBRA's 
assistance since many of the unemployed join the health plans of spouses with 
employer-based insurance. When looking only at the unemployed with no access to 
spousal coverage, the rate of COBRA coverage increases to over 40%. Additionally, 
when only the unemployed who receive unemployment compensation are examined, 
43% appear to have taken COBRA coverage (Klerman, 1995). On the whole, evidence 
supports claims that COBRA decreases the probability that a person between jobs is 
uninsured, reduces "job lock", and covers workers during pre-existing condition waiting 
periods (Gruber and Madrian, 1994; Klerman, 1995; Berger~ Black & Scott, 1996). 

One concern about the policy, however, is its use by low-income unemployed. The 
difference in take-up rates for low-income people is. significant: only 15% of eligible 
unemployed with income below $25,000 participated in COBRA and over mo-thirds 
remained uninsured. This compares to a participation rate of 33% for unemployed with 
higher income. and an uninsured rate of 33% (Berger, Blac~ & Scott. 1996). 

Medicaid. Three Medicaid eligibility provisions help unemployed, uninsured families. 
In the 1988 Family Support Act, states were required to extend eligibility to two-parent 

. families whose prinCipal wage earner is unemployed (the Aid to Families with 
Dependent Children Unemployed Parent program (AFDC-UP»). To qualify. the worker 
must have worked a certain number of quarters or be eligible to receive unemployment 
compensation. In OBRA 1990, Medicaid eligibility was broadened to cover all poor 
children and pregnant women. To the extent that the unemployed, uninsured are poor, 
their children may be covered by Medicaid. Additionally, states have the option to pay 
forCOSRAcoverage for poor workers whose firm had 75 or more employees; few 
states have taken this option (Congressional R.esearch Service, 1993). It is not known 
how many people have been covered through the AFDC-UP and COBRA coverage 
options, . 

HIPAA. The Health Insurance Portability and Accountability Act of 1996 (HIPPA or the 

lEmployees of firms with fewer than 20 wo~kers or who weretermin~ted from their jobs under certain 
circumstances are not eligible for COBRA~ . 
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Kassebaum.Kennedy bill), makes it easier for workers and their families to maintain 
health insurance coverage. Under HIPAA, health plans are prohibited from imposing 
new pre-existing condition exclusions for enrollees with more than 12 months of 
previous continuous coverage.2 Preexisting condition are limited to 12 months and can 
be imposed only for conditions diagnosed or-treated within the 6 months prior to 
enrollment 

However, HIPAA only helps those who maintain their health care coverage bebNeen 
jobs. If a worker loses coverage for more than sixty-three d~ys while unemployed, 
these protections are no longer available, Since the Act's provisions begin in 1997, its 
implications for the unemployed and uninsured have yet to be determined. However, it 
is clear that it is extremely important that Americans are able to maintain their health 
care coverage while they are looking for a new job to benefit the guarantees in HIPAA 

Administration'sProposai. While COBRA, Medicaid, and HIPAA offer access to 
insurance for uninsured, unemployed families. the question of affordability remains 
largely unaddressed. Workers who are temporarily unemployed often are not qualified 
for Medicaid and cannot afford to buy into COBRA. At a time when they have lost a 
major source of income. they have to pay their health care costs alone. They (and their 
family) have no protection against the costs of a catastrophic illness, and they are 
unlikely to receive important preventive services which help avoid costlier services later. 

. 	 , 

Consequently. the Administration has put forth a new proposal to help workers who are 
between jobs. This program would provide temporary premium assistance for people 
.	who previously had health insurance through their employer, are in between jobs, and 
cannot afford COBRA or other coverage on their own. Families with income below 
poverty are eligible for a full subsidy, while families·with income up to 240 percent of 
poverty can receive a partial subsidy for a basic benefits package. Only workers and 
dependents who receive unemployment compensation, do not have access to health 
insurance through a spouse, and are not eligible for Medicaid qualify for assistance . 

. The program would be run as a capped entitlement to stat~s. who would design the 
operation of the program. The Office of Management and Budget (OMB) estimates that 
this initiative will cost about $2 billion a year [pending final 9udget decisions}. 

According to Administration analysis, over 3 million people, including 700,000 children, 
would participate in this program in 1997 (if it were fully implemented in that year). 
About 85% of these partiCipants would be middle class (defined as being in the second 
through fourth income quintile). 

lEnrollees who have up to twelve months of health care coverage are subject to pre-existing conditions 
for 12 months minus the number of months they have previously been insured. 

. 	 I 
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Percent of Workforce with Permanent Job Loss 
Remains High 
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Source: U.S. Departmenl of labor, Bureau of labor Statisfics (1996). 
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Nearly One in Four Workers Receives Unemployment 
Compensation avera 4-Year Period 

Workers who 
Receive UC 

25% 

Source: Myer &Rosenberg (1996). Repeat Use of Unemployment rnsurance. 
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Changes in Employment Cause Most Loses of 
Employer-Based .Health Insurance, 

Percent ofUninsured who 
Cite Employment • lost Job

Chang6 as the ReasoR 
for No Insurance 

fi!I Spouse or Parent,58%' 
Lost Job 

o Other 

13% 

Source: Sheils & Afecxih (1996). Recent Trends in Employer Health Insurance Coverag~ and Benefits. 
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Workers With Job Transitions Are'More Likely to 

Experience Gaps in Health Insurance 


Percent with TIme WIthout Insurance 
47% 

140/0 

Workers with at Least Workers with 
FuJI-Time, Continous Jo~s' One Job Interruption 

Source: Bennefield, 1996: Who loses Coverage and tor How long? US Dept. ot Commerce. 
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Health Coverage of Workers who Leave an Insured Job, 


Become Unemployed, & Receive Unemployment 

Compensation 


Former Employer 
43% 

Uninsured 
36°" 

Other 
21% 

Note: Former employer usually means the person participated in COBRA 

Source: Klerman (1995). Health Insurance for (he Unemployed: An Options Paper. 
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Low-Income Unemployed are Less Likely to Be Insured 

Health Insurance Coverage of COBRA..Eligible Unemployed 

Former 
Employer 

15% 
ninsured Fonner Employer 

33°At 33% 

Other 
17% 

Uninsure 

d 


68%
Other 
34%. 

Annual Income $25,000 or LessAnnual Income Greater than $25,000 

Note: Former employer usually means the person participated in COBRA 

Source: Berger, Black &Scott (1996), Health Insurance Coverage of the Unemployed. 
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(outlay savings in billions ofdollars) 
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HIGHLIGHTS OF THE PRESIDENT'S MEDICAID REFORM PLAN 


Medicaid Savings and 
Investments 

Guarantee of Coverage 

Per Capita Cap 

DSH Payments 

The President's plan saves approximately $9 billion net of 
new investments over 5 years. 

Through a combination of policies to reduce and target 

spending on disproportionate share hospitals (DSH) more 

effectively and establish a per-beneficiary limit on future 

Medicaid growth, the plan would save $22 billion over five 

years. 


Roughly two-thirds of the savings comes from a reduction in 
Disproportionate Share Hospital (DSH) payments and 
roughly one-third from the per capita cap. 

In addition, the President's plan invests $13 billion in 
improvements to Medicaid, including health initiatives to 
expand coverage for children, changes, to last year's welfare 
reform law, and new policies to help' people with disabilities 
return to work. 

. The 37 million children, pregnant women, people with 
disabilities, and older Americans who are currently covered 
by Medicaid would retain their Federal guarantee of health 
care coverage for a meaningful set bfbenefits. 

Even though the overall Medicaid baseline has fallen over the 
past few years, Medicaid spending growth is still expected to 
increase by over 8 percent annually after the year 2000. To 
stabilize Medicaid growth, the President's budget would set a 
per capita cap on Medicaid spending. The cap would 
constrain the rate of increase in Federal matching payments 
per beneficiary. 

· The per capita cap protects States facing population growth or 
· economic downturns because it ensures that Federal dollars 
are linked with beneficiaries. 

Federal DSH payments would be tightened without 
· undermining the important role these funds play for providers 
that serve a disproportionate numb~r of low-income and 
Medicaid beneficiaries. 



Improved State Flexibility 

Improves Quality 
Standards 

Expanded Coverage for 
Children 

Modifications to Welfare 
Reform Law 

The President's plan incorporates the highest-priority State 
flexibility requests advocated by the National Governors' 
Association. It: 

• 	 Repeals the "Boren amendment" for hospitals and 
nursing homes, to allow States more flexibility to 
negotiate provider payment rates; 

• 	 Eliminates Federal waiver process for States opting 
for managed care; and 

• 	 Allows States to serve people needing long-term care 
in home- and community-based settings without 
Federal waivers, and a number ofother initiatives. 

The President's plan maintains existing Federal standards and 
enforcement for nursing homes and institutions for people 
with mental retardation arid developmental disabilities. 
Quality standards for managed care systems would be 
updated and enhanced. 

The President's plan includes measures to enhance coverage 
for Medicaid-eligible children. It: 

• 	 Provides continuous coverage for children: The 
President's budget provides States with the option to 
extend 12 months ofcontinuous Medicaid coverage, 
guaranteeing more stable coverage for children and 
reducing the administrative. burden on Medicaid 
officials, providers, and families .. 

• 	 Encourages outreach to help more children receive 
Medicaid: The Administration will work with States 
to develop innovative ways to reach and sign up for 
Medicaid some of the 3 million children who are 
eligible for Medicaid but are not currently enrolled. 

The President's plan includes provisions to ameliorate some 
of the effects of the welfare reform law, including: 



Provision to Help Workers 
with Disabilities 

• 	 Exempting disabled immigrants from the ban on SSI 
benefits to ensure they retain their Medicaid benefits. 

• 	 Exempting immigrant children and disabled 
immigrants from the bans on Medicaid benefits for 
immigrants, and from the new "deeming" 
requirements that mandated that the income and 
resources of an immigrant's sponsor be counted when 
determining program eligibility. 

• 	 Extending from 5 to 7 years the exemption from the 
Medicaid bans and deeming requirements for refugees 
and asylees. 

• 	 Retaining Medicaid coverage for disabled children 
currently receiving Medicaid who lose their 
Supplemental Security Income (SSI) benefit because 
ofchanges in the definition ofchildhood disability. 

The President's plan recognizes that many people with 
disabilities want to work but they face significant barriers. 
The plan would help people with disabilities return to work 
risking their health care coverage. As a State option, SSI 
beneficiaries with disabilities who earn morethan certain 
amounts could keep Medicaid. They would contribute to the 
cost of coverage on their income rises. 



i. THE PRESIDENT'S FY 1998 BUDGET: PER CAPITA CAP & DSH REDUCTIONS 
IN THE MEDICAID PROGRAM 

" .....I. 

The President's budget saves $9 billion in net savings over five years and takes a number of steps 
to preserve and strengthen the Medicaid program. It preserves the guarantee ofcoverage for the 
37 million low-income children, pregnant women, people with disabilities, and older Americans 
who depend on Medicaid for basic health coverage and long-term care, while at the same time 
strengthening Medicaid's fiscal discipline and building on the success of the past few years in 
constraining excessive growth in spending. 

• 	 Contains Important Investments in Medicaid. The President's budget invests about 
$13 billion in expanding coverage for eligible children, restoring coverage for some 
groups who lost it as a result oflast year's welfare reform law, and contains other 
investments, including helping people with disabilities who earn above a certain income 
level retain their Medicaid coverage. 

• 	 Recognizes That Medicaid Spending Growth Has Slowed and Achieves Modest 
Savings. The $22 billion in gross savings comes from two sources: 

• 	 Reducing DSH. Two thirds of the savings, or roughly $15 billion, comes from 
reducing the amount the Federal government spends on so-called 
"disproportionate share hospitals" (DSH). 

• 	 Implementing a Per Capita Cap. One third of the savings, or roughly $7 
billion, comes from a "per capita cap" policy that will limit Federal Medicaid 
spending growth on a per-beneficiary basis. 

• 	 Funding the Transition. These savings are net of a $2.4 billion investment to 
assist States and providers in the transition to the new DSH and per capita cap 
policies. About $1.4 billion over five years will be included in a supplemental 
fund to help cover the costs ofcare delivered in Federally-Qualified Health 
Centers (FQHCs) and Rural Health Clinics (RHCs). In addition, $1 billion over 
five years is reserved for a "transition pool" to assist States and safety net 
providers that are disproportionately affected by the new policies. 

• Reduces DSH Spending (Net Savings of$15 Billion Over Five Years) 

• 	 Controlling DSH Spending. The Federal govemment will spend about $10 
billion on DSH in FY 1998, which is an important source of support for many 
hospitals that serve a disproportionate number of Medicaid and low-income 
patients. In the late 1980's and early 1990's, DSH spending was growing at 
double-digit rates, and was the driving force in Medicaid's high growth rates. 
While DSH growth has moderated--partly because of changes made by the 
Congress and the Administration in 1991 and in OBRA 1993--both the HCFA 
actuaries and CBO's analysts believe that the growth will accelerate again. 



• 	 Freezing DSH Spending at the 1995 Levels. The Administration's policy 
essentially freezes DSH spending in 1998 at 1995 levels, with a gradual decline to 
$8 billion in spending for FY 2000-2002. (Under the CBO baseline, DSH 
spending would have grown to about $14 billion by 2002). 

• 	 Distributing DSH Savings Fairly. DSH savings are achieved by taking an equal 
percentage reduction from States' 1995 DSH spending,up to an "upper limit." .If 
a State's DSH spending in FY 1995 is greater than 12 percent of total Medicaid 
spending in that State, the percentage reduction is applied to this 12 percent rather 
than the full DSH spending amount. This "upper limit" maintains the policy 
balance struck by Congress in the DSH provisions it enacted in 1991 and 1993, 
which recognized that some States' Medicaid programs are particularly dependent 
on DSH spending; Like those earlier Congressional enactments, this "upper 
limit" policy ensures that the few States with high DSH spending are not bearing 
most of the impact of the savings policy. 

• 	 Better Targeting DSH Money. The Administration believes that DSH dollars 
should be targeted to the providers that need them most: those hospitals and other 
providers that disproportionately serve a high volume of Medicaid patients, the 
uninsured, and low-income people. We continue to support better targeting of 
DSH funds. But because implementing a policy to target DSH funds more 
effectively is technically complex and could have potentially disruptive effects in 

. some States and for providers, our policy does not specify a mechanism for 
targeting. We want to work with the Congress, the States, providers, policy 
experts and advocates to develop an appropriate targeting mechanism. 

• 	 Helping FQHCs and RHCs Make the Transition. To respond to the special 
needs of critical safety net providers, the President's plan includes a temporary 
fund ofabout $1.4 billion over five years to help cover the costs ofcare delivered 
in FQHCs and RHCs. The Administration believes that this supplemental fund 
will help these providers during the transition to a per capita cap, and will also 
compensate for our proposed repeal of cost-based reimbursement for these 

. facilities, effective in FY 1999. 

• 	 Implements a Per Capita Cap ($7 Billion N~t Savings Over Five Years). Under the 
per capita cap policy, Federal Medicaid spending growth will be limited on a per 
beneficiary basis. The per capita cap is designed to maximize States' responsiveness to 
the health care needs of their Medicaid populations. It does this by adjusting the cap 
when enrollment increases when, for example, there is an economic recession. The per 
capita cap will work as follows: . 

• Calculating the Cap. The cap would be the product of three components: . 

1 ) State and Federal spending per beneficiary in the base year 
(FY 1996), including administrative costs; 



" 
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2) An index specified in legislation (for years between the base year and 
, the current year); and 

3) The'number of beneficiaries in the current year. 

\ 

To allow for a change in the mix ofMedicaid beneficiaries over time, the plan 
would calculate the cap by using the specific spending per beneficiary and number 
of beneficiaries in four subgroups: the elderly, individuals with disabilities, non­
disabled adults, and non-disabled children. The spending for each of the four 

, groups would be combined to establish the spending limit for the State. 

Each State would be able to use savings from one group to support expenditures 
for other'groups or to expand benefits or coverage. Once the cap is, calculated, it ' 
would be multiplied by the State matching rate to determine the maximum 
Federal spending in each state. The Federal match would continue until the 
capped amount for the State is reached. 

• 	 Determining the Index. The index we have used is the growth in nominal GOP 
per capita (based on a five-year rolling historical average), plus adjustment factors 
that account for Medicaid's high utilization and intensity. Over the budget 
period--1998-2002--theindex would allow per capita spending to increase by an 
average of 5 percent per year. By 1999 and subsequent years, the index will be 
nominal GOP per capita plus 1 percent. 

• 	 ' Finding the Most Appropriate Index. Our policy development to this point has 
focused on an index based on the growth in nominal GOP per capita, but we are 
reviewing indexes that could more precisely reflect growth in health care costs, 
and in particular, the volume and intensity inherent in a program that serves many 
low-income people. Recognizing that there is a debate about which is the most 
appropriate index, we intend to work with the Congress, the States, policy experts" 
and other stakeholders.in order to facilitate the development of the best index 
possible. 

• 	 Exempting Spending From the Cap. Certain aspects of Medicaid spending not 
tied to individual beneficiaries or not under direct control of the States would not 
be subject to the cap: vaccines for children, payments to Indian health providers 
and Indian Health Services, OSH payments, and Medicare premiums and cost­
sharing for dual eligibles and qualified Medicare beneficiaries (QMBs). On the 
other hand, Medicaid expenditures for services and administration delivered under 
Section 1115 demonstration waivers would be subject to the per capita cap. 

• Assessing the Impact of the Per Capita Cap. After 2000, when both the HCF A 
actuaries and CBO's analysts have indicated that they expect Medicaid spending 
growth on a per capita basis to rise more rapidly again, the per capita cap would' 

c constrain Medicaid growth per-person (for non-OSH benefits and administration) 
to about 5 percent per year. 

http:stakeholders.in


If the Administration and the States are successful in holding spending growth per 
beneficiary to about 5 percent a year during thisperiod--which is close to the 
annual growth rate CBO is projecting for private insurance on a per-person basis-­
the per capita cap will produce little to no savings. But ifthe projections that per 
capita spending growth will rise again turns out to be correct, the Administration's 
policy will prevent that increase from overtaking our balanced budget. 

• 	 Creates Transition Pool for Those Who Are Disproportionately Affected ByNew 
Policy. We also include about $1 billion in capped "transition pool" funding over five, 
years to assist States and safety net providers who are disproportionately affected by the 
Medicaid savings policies. 
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HIGHLIGHTS OF THE PRESIDENT'S INITIATIVES TO MAINTAIN AND EXPAND 

WORKERS' COVERAGE 

Because most Americans have employment-based health insurance, health care coverage is often 
jeopardized for workers who change jobs .. In fact, over 50 percent of the uninsured lost their health 
insurance dueto ajob change. Many of these uninsured Americans are the spouses and children of 
workers. The President's initiative will provide temporary premium assistance to families with workers 
who are in-between jobs. For millions of these workers and their families this assistance could make it 
possible for them to maintain their health care coverage while looking for another job. This initiative is 
fully paid for within the President's FY 1998 balanced budget plan. In addition, to assist small businesses ­
- which often have more difficulty providing and maintaining health care coverage for their workers -- the 
President has proposed to help States create voluntary purchasing cooperatives. 

Funding 	 Invests $9.8 billion over the budget window and is paid for in the 
President's FY1998 balanced budget. 

Eligibility 	 Helps an estimated 3.3 million Americans in 1998, including 
about 700,000 children. 

A full subsidy would be provided up to 100% of the 
poverty level for and would be phased out at 240% of the 
poverty level. ' 

-- To assure that limited federal dollars are cost-effectively 
targeted, individuals who are eligible for Medicare, 
Medicaid or who have an employed spouse with coverage, 
are nofeligible for this program. 

While low-income workers would certainly be helped by 
this benefit, over half of participants would come from 
famiiies who previously had incomes over $30,000, for a 
family of four. 

Coverage for Families of Helps to assure that Kassebaum-Kennedy protections against pre­
Workers Who Are existing conditions are not placed at risk because of breaks in 
In-Between Jobs insurance coverage. It achieves this goal by helping working 

families retain their health coverage through premium assistance 
during a time in which they lose much of their income. 



\. 

Voluntary Purchasing. 
Cooperatives 

Gives States the flexibility to provide coverage in ways that best 
meets the needs of their populations. States would have 
flexibility to administer their own programs, (e.g., COBRA, a 
private insurance product, Medicaid, or an alternative means of 
coverage). 

Small businesses have more difficulty providing health care 
coverage for their workers because they have higher per capita 
costs due to increased risk and because of extraordinarily high 
administrative costs. 

The President's budget will make it easier for small businesses to 
provide health care coverage for their employees, by allowing 
them to band together to reduce their risks, lower administrative 
costs, and improve their purchasing power with insurance 
companies.. 

His budget proposes to empower small businesses to access and 
purchase more affordable health insurance through the use of 
voluntary health purchasing cooperatives .. This will be . 
accomplished by providing $25 million a year in grants that States 
can use for technical assistance, by setting up voluntary 
purchasing cooperatives, and by allowing these purchasing 
cooperatives to access to Federal Employees Health Benefit Plans. 



WORKERS' TRANSITION HEALTH CARE INITIATIVE· 


The Workers' Transition Health Care Initiative is a carefully constructed, targeted and paid for 
program that builds on the Kennedy-Kassebaum law(The Health Insurance Portability and 
Accountability Act of 1996). It would provide health insurance premium assistance for an 
estimated 3 million Americans, including 700,000 children. According to the September 1996 
Lewin Group study, the cost of health insurance coverage presents a significant barrier for many 
people who are in between jobs. In fact, less than 20 percent ofworkers elect to use COBRA, 
which allows the unemployed to keep their old insurance policy while looking for another job. 
The Workers' Transition Health Care Initiative: 

• 	 Provides temporary premium assistance for up to six months for those who previously had 
health insurance through their employer, are in between jobs, and may not be able to pay 
the filII cost ofcoverage on their own. 

• 	 Assures that the Kennedy-Kassebaum protection against pre-existing conditions are not 
placed at risk because of breaks in insurance coverage. It achieves this goal by helping 
working families retain their health coverage through premium assistance during a time in 
which they lose all or much of their income. 

• 	 Strengthens the safety net for middle-income, working Americans in an increasingly 
mobile workforce.· While low-income workers would certainly be helped by this benefit, 
over half of participants would come from families who previously had incomes over 
$31,200, for a family offout. However, the 240% of poverty cap on assistance ass'ures 
that limited federal dollars are cost-effectively targeted to those most in need. 

• 	 Gives states the flexibility to provide coverage in the way that best meets the needs of 
their populations. While states have the flexibility to design their own programs, this 
initiative is targeted only to those who would not otherwise have health care coverage. 
For example, individuals who are in between jobs that have access to insurance through a 
spouse whose employer contributes at least 50% of the cost of the premium are not· 
eligible. 

• 	 Costs approximately $2 billion a year and is paid for in the President's balanced budget. 



QUESTIONS AND ANSWERS 

Question: 	 Isn't this just another open-ended entitlement that will be much more 

expensive then you assume? 


Answer: 	 The Workers' Transition Health Care Initiative is a capped entitlement to states, 
meaning that the federal costs can never exceed the amount specified in the 
legislation. Also, our analysts deyeloped cost esti,mates for this program using 
conservative assumptions about the number of people who will participate in the 

. program and how much health care coverage would cost per beneficiary. 

. Question: 	 Aren't yom' estimates a bit unrealistic given the fact that this new generous 
benefit will cause l1lor~ people to stay unemployed for the six montli duration 
they al'e eligible· for this subsidy? 

Answer: 	 The likelihood of people turning down ajob simply so that they can keep a 
modest, tillie-limited health insurance subsidy are almost none. The vast majority 
of people would rather start a new job as soon as· possible, even if it means giving 
up premium assistance for their health insurance. : Our current unemployed 
insurance program (UI) provides evidence that most Americans, when given the 
option, choose work over a modest government benefit. Although UI coverage is 
available for 24 weeks, most leave the program after less than 17 weeks. Because 
the health insurance premium benefit is only $240 a month, it would be even less 
likely for people to give up a job for this more modest benefit. However, 
extremely conservative estimates were used, including the unlikely assumption that 
some people would unwisely delay re-employmertt for a period of time. 

Question: . 	 What happens if there is a recession? 

Answe.': 	 This program gives states the flexibility to allow for changes in the unemployment. 
rate. States are allowed to retain funds in low unemployment years to offset 
increased costs in higher unemployment years. States are given the flexibility to 
design a program that meets the needs of a changing economy. This proposal 
would also use a small portion of appropriations to establish a Federal loan fund 
that states CQuld access in times of need. 



Question: What aloe the income limits for this health insurance premium support? 

Answer: Families with incomes below poverty ($15,600 for a family of four) would get full 
. assistance covering their premiums. The premium assistance would be phased out 
up to 240% of poverty, or a $37,440 family income, for a family offour. 
However, since eligibility is determined on current monthly income, many families 
who previously had higher incomes and have little to none because of 
unemployment would be eligible. 

Question: Why are you p.-oposing a program that helps people who were previously 
insured but ignores the millions of Americans who still lack hea.lth insurance? 

Answer: This program will help millions of Americans keep their health insurance. 
According to the Lewin Group study, the cost of coverage is a significant barrier 
for workers who are in between jobs. And while workers who are eligible for 
COBRA often cannot afford the cost of keeping their coverage, workers who were 
employed in firms with under 20 people are not even eligible for COBRA, so they 
must try and enter the difficult and expensive individual market. The Workers' 
Transition Health Care Initiative will give these workers access to insurance and 
the means to pay for it while they look for their next job. 

This initiative, of course, does not resolve all of the problems in our current health 
. care system. It will, however, provide health insurance for 3 million Americans, 

including 700,000 children each year. And it builds on the step-by-step approach 
the President is committed to pursuing, 

Question: Is this another big government health care p.·oposal? 

Answer: No .. This initiative is a limited demonstration tha(is phased out after four years. At 
that time, the Congress and the President can decide ifit is an effective way to help 
Americans who are in between jobs keep their health insurance. This proposal is 
also already paid for in the President's balanced budget. Furthermore, this idea 
also has enjoyed longstanding bipartisan support. As The Washington Times, 
reported on September 6, the Dole Campaign has made clear that Senator Dole 
proposed a similar idea ten years ago as Senate Minority Leader. 



Question: 	 The Republicans on the Senate Budget Committee estimate that subsidizing 
health insurance for the full six months would cost taxpayers between $15 . 
and $22 billion over six years. How do you justify your own estimates? 

Answer: 	 In their estimate, the Republican Budget Committee assumes that every individual 
who participates in this program will receive benefits for the entire six months of 
eligibility. It is ridi.culous to expect that all of these workers would pass up a job 
simply to get this benefit for the maximum amount of time. This has never been 
the case with unemployment insurance and there is no reason to expect that people 
would remain unemployed for this even more modest benefit. Their analysis really 
has no bearing on this policy. 

Question: 	 The proposal mysteriously terminates in theyear 2002, presumably because 
extending beyond 2002 would push the President's budget plan even farther 
out of balance." 

Answel': 	 The President's demonstration program is intended to determine if providing 
assistance to workers between jobs is a cost-effe¢tive method to assuring that 
individuals and their families do not lose insurance coverage while they are in 
between jobs. Like all other demonstration programs, the program is intentionally 
designed to end at a specified date. At that time, ,if the program is successful, 
Congress and the President are free to extend the demonstration or continue it as a 
permanent program. Ironically, this is the same lllechanism that Senator Domenici 
himself used in the mental health parity initiative that the President supported. 

, 

Question: 	 The Republican Budget Committee cites a provision in COBRA 1985 called 
'continuation coverage' that allows the unemployed to buy into their former 
employer's health plan for up to 18 months while looking for another job. 
They then conclude that the problem, [for the: unemployed], is "not a loss of 
health insurance, but a loss of income." 

Answer: . For most workers, a loss of income means a loss of health insurance. According to 
the Lewin Group study. less than 20 percent ofeligible workers elect to use 
COBRA, and the cost of health insurance coverage is often a formidable barrier for 
those who do not. The Workers' Transition Health Care Initiative is designed to 
provide premium assistance to workers in between jobs,' so that they do not have 
to forgo their health insurance while they are searching for a new job. It is 
important to note that firms with fewer than 20 workers do not have to provide 
COBRA to their former workers. For these workers, without some type of 
assistance, they will undoubtably lose their health'coverage. 
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Question: The Republican Budget Committee has asked why we don't just give the 
unemployed cash? They state that 'if health insurance is needed, the cash can 
be used to pay for COBRA continuation coverage. If health insurance is 
available (maybe through a spouse), the cash could be used to pay for food, 
housing, education, or job training.' What is, wrong with this idea? 

Answel': The President's proposal gives states the flexibility to provide coverage through 
COBRA or other private insurance. If a state shows they can provide cash to 
participants and still assure that participants have health coverage, then the 
Secretary ofHealth and Human Services can approve the state's program. 
However, States must ensure that they are providirg this benefit to those 
individuals who would not otherwise have access to health insurance. For 
example, if an individual can receive health care coverage through their spouse, 
then they are not eligible to receive benefits from this program. States must 
demonstrate that the money they spend is targeted to meet the goals of this 
program: to help provide health care coverage forthose who would otherwise lose 
their insurance. 

Question: The Republican Budget Committee claims that the Administration is 
proposing to tax workers (or incr;ease deficits) to subsidize non-workers. Is 
that h'ue? 

Answer: . Absolutely not. The President's proposal is a part; ofhis balanced budget proposal. 
As such, the costs are offset by savings in other programs. The Administration has 
not proposed to tax workers nor increase the deficit to pay for this program. 

Question: It also states that while the President's rhetoric maylead people to believe 
that he is pl'Ol11ising they will have health insurance for six months if they 
lose theil' job. In reality, he says 'up to six moilths' ' 

Answer: Under the President's plan, individuals will be eligible to receiv~ benefits for six 
months, if necessary. 'The vast majority of the people who participate in this 
program will not need to receive the benefit for the entire six months, as they will 
find a new job before they reach the six month limit. 
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MEDICARE FY98 LEGISLA TIVEPROPOSALS . 
INDEX 

BENEFICIARY IMPROVEMENTS 

Beneficiary Improvements 

Program Improvements 
o 	 Definition ofDME 
o. 	 PACE. Demonstrations 
o 	 Extend Social HMO for Three Years 

Choice 

Medicare Managed Care 
o 	 Permit Enrollment ofESRD BenefiCiaries 
o 	 Limits on Charges for Out-of-Network Services . . 	 v . 
o 	 Coverage for Out-of -Area Dialysis Services 
o 	 Clarification of Coverage for Emergency Services. 
o 	 Pennit States with Programs Approved by the Secretary to Have Primary 

Oversight Responsibility. 
o 	 ModifY Termination and- Sanction Authority 

Improv~d·Quality 

Accreditation 
o 	. ModifY the Deeming Provisions for Hospitals to Require that the lCABO/AOA 

Demonstrate that All oftQe Applicable Hospital Conditions are Met or Exceeded 
and to Enhance Monitoring and Enforcement ofCompliance 

o 	 Pennit the Secretary to Disc10se Accreditation Survey Data from Accrediting 
Organizations for Purposes Other than Enforcement. 

Survey and Certification 
o 	 Pennit Collection ofFees from Entities Requesting Initial Participation in 

Medicare 
o 	 Create Authority for an Integrated Quality Management System Across HCF A 

Programs (Medicare and Medicaid) 

Managed Care 
o 	 Deem Privately Accredited Plans to Meet Internal Quality Assurance Standards 
o 	 Replace 50-50 Rule with Quality Measureme~t System 

Nurse Aide Training 
o 	 Permit Waiver of Prohibition of Nurse Aide Training and Competency Evaluation 

Programs in Certain Facilities and ClarifY that the Trigger for Disapproval of 



. Nurse Aide or Home Health Aide Training and Competency Evaluation Program is 
Substandard Quality of Care (Medicare and.Medicaid) 

MODERNIZING MEDICARE 

Prudent. Purchasing 

Post-Acute Payment Reform 	 , 
o 	 Secretarial Authority to Create New Post Acute Care Payment System, and 

Collection ofAssessment Data 

BeneficiaIy Centered Purchasing 
o 	 Centers ofExcellence 
o 	 . Competitive Bidding Authority 
o 	 Purchasing through Global Payments 
o 	 Flexible Purchasing Authority 
o 	 Inherent Reasonableness Authority 

Contracting Reform 
o 	 Reform contracting for Frs and Carriers 

. Improving Efficiency and Eliminat,ing Overpayments 

Hospitals 
o 	 Hold-Harmless for DSH(technical) 

Part B Issues 
o 	 Replace "Reasonable Charge" Methodology (and "Reasonable Cost" Methodology 

for Ambulances) with Fee Schedules . 

FRAUD AND ABUSE 
o 	 Clarify the Definition of"Homebound" 
o 	 Provide Secretarial Authority to Make;Payment Denials Based on Normative 

Service Standards 
o 	 Requirement to Provide Diagnostic Information 



MEDICAID FY 1998 PROPOSALS 
::tJJtJEX I 

PROMOTING STATE FLEXmn:.ITY 

Increase Flexibility in Provider Payment 

o 	 Repeal Boren Amendment 
o 	 Eliminate cost-based reimbursement for health clinics with one year delay 

Increase flexibility in Eligibility: 

o 	 Allow eligibility simplification·and enrollment expansion. 
o 	 Guarantee eligibility for 12 months for children 

Eliminate Unnecessary Administrative Requirements 

o 	 Eliminate OBlPeds physician qualification requirements 
o 	 Eliminate annual State reporting requirements for certain providers . 
o 	 Eliminate Federal Requirement for private health insurance purchasing 
o Simplify computer systems requirements . . 

. 0 Eliminate unnecessary personnel requirements 

Increase Flexibility regardine M~naged Care: 

o 	 Modify 'upper payment limit for capitation rates 
o 	 Convert managed care waivers (1915(b» to State Plan Amendments . 
o 	 Modify Quality Assurance with new data collection authority while eliminating 751?5 


enrollment composition rule . 

o 	 Chang Threshold for Federal Review ofContracts . 
o 	 Allow nominal copayments for HMO enrollees 

Increase Flexibility regarding Long-Term Care: . 

o 	 Convert Home and Community Based Waivers (1915(c» to State Plan Amendments 
o 	 Increase the Medicaid Federal financial participation rate from 75 percent to 85 for 

nursing home Survey and Certification activities . . 
o 	 Pennit waiver ofprohibition of nurse aide training programs in certain facilities 
o 	 Eliminate unnecessary repayment requirement for alternative remedies 
o 	 Replace ineffective/duplicative Inspection ofCare requirements in mental hospitals and 

ICFsIMR with survey and certification requirements 
o 	 . Create Alternative sanctions in ICFsIMR 



SPECIAL POPULATIONS 


o 	 Allow SSI beneficiaries who earn more than the 1619(b) thresholds to buy into Medicaid­
- working disabled 

. 0 Grant Pro grains for All inclusive Care for the Elderly (PACE) permanent provider status 

IMPROVEMENTS RELATED TO WELFAJ.U: REFORM 

Disabled beneficiaries 

o Retain Medicaid for current disabled children who lose SSI 

Immigrants 

o 	 Exempt disabled individuals from the ban on SSI cash assistance 
o 	 Exempt the following groups from 5 year Medicaid ban and deeming: Disabled individuals 

and children . 
o 	 Extend the Exemption for Refugees! Asylees from 5 to 7 Years 

STRENGTHENING FINANCIAL ACCOUNTABILITY 

o 	 FMAP Commission 
o 	 Strengthen MEQC system 
o 	 Increase Federal Payment Cap for Puerto Rico 
o 	 Increase Federal Payment to District ofColumbia 

':, 

£, 




FISCAL YEAR 1998 LEGISLATIVE PROPOSALS 


PROPOSALS FOR BENEFICIARY IMPROVEMENTS, MODERNIZING MEDICARE, 
AND FRAUD 'AND ABUSE . . 

(Proposals with no Budgetary Impact) 
February ll~ 1997 : 

Beneficiary Improvements . 

Program Improvements 

o Definition of DME 

Modify the definition ofDME to include items needed "for·essential community 
.	activities". The Secretary would have the authority to limit the benefit to assure the 
efficient provision of items needed by the beneficiary (e.g. through the use of prior 
authorization ofequipment). Under current law. durable medical·equipment (DME) is 
limited to those items appropriate for use in the home. This definition was developed in 
1965, when Medicare only applied to the elderly. and beneficiaries who used DME were 
not expected to function outside the home.. The expanded definition will encourage 
independent activity by disabled beneficiaries. 

o . PACE Demonstrations 

Grant full permanent provider status for Program of All-inclusive Care for the Elderly 
(PACE) demonstration sites that currently meet the PACE protocol. PACE has proven to 
be a succes~ful model for a unique serVice delivery system for frail-elderly persons who 
live in the community,· 

. 0 . Extend Sodal Health Maintenance Organization (SUMO) Demonstrations 

Extend both the first and second generation ofSHMO demonstrations until Decemb~r 31, 
2000. SHMOs enroll a cross-section ofthe elderly living in community and provide 
standard Medicare benefits. together with limited long-term care benefits. These 
congressionally-mandated demonstrations are currently sef to expire on December 31, 
1997. A three-year extension would provide additional time to evaluate this delivery 
model. 
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Choice 

Medicare Managed Care 

o Permit EnroUment ofESRD Beneficiaries 

Pennit beneficiaries with ESRD to enroll in a managed care plan. Currently, while 
beneficiaries who develop ESRD can stay enrolled in a plan, beneficiaries with ESRD are 
prohibited from enrolling. ESRD beneficiaries should not have their coverage options 
limited because of their health status. 

o Limits on Charges for Out-of-Network Services 

Expand current limits on charges to plans by'non-contracting entities for authorized 
services. Limits which now apply in the case ofinpatient hospital, SNP, physician and 
dialysis services would apply in regard to aU services for which there is a fee schedule or 
limit under fee-for-service Medicare. Apply these same limits to unauthorized, out-of­
network services. Providers should not have a windfall payment as a result ofproviding 
an authorized or unauthorized service to a Medicare beneficiary enrolled in a managed 
care plan. Beneficiaries who decide to receive unauthorized services should have the same 
protections as beneficiaries who remain in fee-for-serviceMedicare. 

o Coverage for Out-of-Area Dialrsis Services 

Require plans to pay for out..,of-area dialysis services when an enrollee is temporarily out 
ofthe plan's service area. Under current law, plans are only obligated to pay for out-of­
area services in two instances: emergency care and urgent care. Since services such as 
di8.lysis are foreseeable, plans have no obligation to pay for them. As a result, managed 
care enrollees with ESRD are effectively barred from ever leaving their home town. 

o Oarification ofCoverage for Emergency Services 

Clarify the obligation ofmanaged care plans to pay for emergency services provided to 
their plan's enrollees (whether through the pl~ or by a non-plan provider) by defining 
"emergency services" as services that a "prudent layperson" would, from his or her 
. perspective, reasonably believe were needed immediately to prevent serious harm to his or 
her health. This clarification ofMedicare policy will be helpful to states as they determine 
what requirements should apply in regard to emergency services provided to commercial 
managed care enrollees. 
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o 	 Permit States with Programs Approved by the Secretary to Have Primary Oversight 
Responsibility' ' 

Authorize States, with programs approved by the Secretary, to certify whether a plan is 
eligible to contract with Medicare and to mcnitor certain aspects ofplan performance. 
Such certification and monitoring would be subject to Federal standards. The Secretary 
would retain final authority in regard to contracting and compliance actions. User fees 
would be collected from plans for both the certification and monitoring activities. 
Effective 111/98. The proposal would eliminate certain duplication ofeffort that exists 
between States' traditional licencing role and HCFA oversight ofmanaged care 
contractors. 

o 	 Modify Termination aDd SanctioD Authority 

Authorize the Secretary to terminate a contract prior to a bearing mcases where the 
health and safety ofMedicare beneficiaries are at-risk. Delete requirement for corrective 
action plans and for hearing and appeals prior to imposing intermediate.sanctions. 
Conform sanctions options add by the existing sanction au~ority. When the health and 
safety ofbeneficiaries is at risk, HCFA: should not be required to hold a hearing prior to 
terminating a contract. In regard to intermediate sanctions, HCFA already provides plans 
with the opportunity to respond to findings that the plan has commi~ed an act subject to 
an intermediate sanction. Requiring a hearing and an appeal in all instances, however, 
would unnecessarily hinder enforcement actions. . 

Improved Quality 

Accreditation 

o 	 Modiry the "Deemed Status" Provisions ror Hospitals to Require tbat the JCAHO 
Demonstrate tbat All or tbe Applicable Hospital Conditions are Met or Exceeded 
and to Enhance Monitoring and Enrorcement or Compliance 

" 
This would require the Joint,Commission on the Accreditation ofHealth care 
Organizations (JCAHO) to demonstrate that, under its accreditation process and 
standards, accredited hospitals meet or exceed ill federal health and safety standards 
(called the Medicare "conditions of participation"). Further, the lCAHO would be 
required to enforce compliance with the standards and monitor those entities that are 
found out ofcompliance. Undercurrent Jaw, hospitals that receive lCAHO accreditation 
are automatically deemed-to have met Medicare conditions ofparticipation and the 
Secretary has no statutory authority to require the JCAHO to monitor compliance. The 
Omnibus Consolidated Rescissions and Appropriations Act oc'I996 raised the standards 
for deemed status ofother (non-hospital) providers by authorizing the Secretary to grant 
Medicare deemed status to providers ifthe accrediting body has demonstrated to the 
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Secretary that a provider category meets or exceeds ill of~eMedicare 'conditions and 
requirements. This proposal would bring hospital "deemed status" requirements in line 
with deemirig requirements for other providers. 

. 	 . 

o 	 Permit the Secretary to Diadose Accreditation Survey Data from Accrediting 
Organizations for Purposes Other than Enforcement 

This would broaden the instanc;es when the Secretary may disclose accreditation survey 
information to include instances where the Secretary deems disclosure to be in the 
interests ofbeneficiary safety, quality ofcare, and program integrity. Under current law, 
the Secretary may not publicly disclose any accreditationswvey result unless the 
information relates to an enforcement action taken by the Secretary. Such limited 
authority restricts the Secretary from fully safeguarding qu8lity. 

Survey and Certification 

o 	 Permit CoUection of Fees from Entities Requesting Initial Participation in Medieare 

This would· permit the Secretary to charge entities (including dually-participating 
MedicarelMedicaid pr~viders but excluding clinica1labs under CLIA) a fee for the initial 
survey required for participation in the Medicare program.' Under. this new authority. 
HCFA would charge fees through its agreements with State survey agencies. .As HCFA's 
agents, States would collect and retain these fees and apply them to their survey costs. 
HCFA's survey and certification budget has been held constant since 1993, while the 
number ofentities seeking to enter the Medicare program has grown dramatically each 
year. This under-funding has forced HCFA to prioritize State survey workloads and has 
resulted in extensive delays ofinitial certification surveys. ,This proposal would allow a 
greater number ofproviders to enter the Medicare program in a timely fashion, thereby 
enhancing beneficiary access to, and choice of: providers. In addition, program 
certification allows providers to derive a financial benefit from participating in Medicare 
and Medicaid. Charging for initial program participation surveys is consistent with the fee~ . 
based approach for other government services. . 

o 	. Create Authority for an Integrated Quality Management System Across BCFA 
Programs (Medicare and Medicaid) 

This proposal would provide for a uniform authority for aU Medicare and Medicaid quality 
management activities. A re-engineered,integrated quality management approach would 
include, but not be limited to: authorities for data collection, quality conditions, 

. enforcement, publication ofprovider-le...~l data, user fees,: deeming flexibility, and 
designated accountability. Prior to full implementation ofan integrated quality 
management system, HCFA would test out various models through demonstrations. For 
the last five years, HCFA has been building the foundations ofa truly re-engineered . 
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approach to survey and certification activities, which creat~s a new conceptual framework 
and reshapes many operational features ofthe current system and breaks through current 
limitations. HCFA would like to test this re-engineering concept through a demonstration. 

Managed Care 

o 	 Privately Accredited Plans Deemed to Meet Internal Quality Assurance Standards 

Authorize the Secretary to deem plans with private accreditation as meeting internal 
quality assurance requirement. This proposal, without reducing Federal standards, would 
eliminate certain duplication ofeffort that exists between private accreditating 
organizations' review ofplans internal quality assurance programs and HCFNs own 
efforts. ' 

o 	 Replace SOISO Rule with Quality Measurement System 

Eliminate the current.requirement that managed care plans; maintain a level of commercial 
enrollment at least equal to public program enrollment, once the Secretary, in consultation 
with the consumers and the industry, develops a system for quality measurement. 
Authorize the Secretary to terminate plans that do not meet standards under the quality 
.measurement system. Until the quality measurement system is in place, expand the 
SeCretary's waiver authority for 50150 (e.g., plans with good track records). The '. 

Administration believes that the 50150 rule shoUld.be retained until an adequate quality 
measurement system is in place. This system. once in place, should drive contracting 
decisions. 

Nurse Aide Training 

o 	 Permit Waiver of Prohibition of Nurse Aide Training and Competency Evaluation 
Programs in Certain Facilities and Oarify tbat the Trigger for Disapproval of Nurse 
Aide or Home Healtb Aide Training and Competency Evaluation Programs is 
Substandard Quality of Care (Medicare and Medicaid) 

This would allow States to waive the prohibition on nurSe aide training and competency 
evaluation programs offered in (but not by) a SNF or Me4icaid NF ifthe State: (1) 
determines that there is no other such program offered within a reasonable distance ofthe 
facility; (2) assures, through an oversight effort, that an adequate environment exists for 
operating the program in the facility; and (3) provides notice ofsuch determination and 
assurances to the State long.term care ombudsman. The proposal would also make clear 
that a survey finding substandard quality ofcare, rather than the mere occurrence ofan 
extended or partial extended survey is what triggers the sanction ofthe training program. 
The current prohibition on nurse aide training and com~ency evaluation programs causes 
a special problem for rural nursing home where a community college or other training 
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facility may be inaccessible to nurse aides. This proposal would safeguard the aVailability 
ofnursing homes which might otherwise stop participation in Medicare and Medicaid as a 
result oflosing a training program's approval. This proposal is also apart ofthe Vice­
President's "Reinventing Government" initiative. A clarification ofthe circumstances . 
under which a program must be sanctioned is needed because the fact that an extended or 
partial extended survey is conducted is not, in itseU: an indication that substandard quality 
of care exists in the SNF. NF, or HHA. " 

STRUCl11RAL REFORM - MODERNIZING MEDICARE 

Prudent Purchasing 

, Post-Acute Payment Rerorm 

o 	 Secretarial Authority to Create Integrated Post Acute Care Payment System, and to 
CoHeet Assessment Data . ' 

This would signal the Administration's intention to develop, ,in the future, a fully 
integrated payment system for all post-acute care services (including SNFs. HHAs, 
rehabilitation and long-term care hospitals). It would give ~e Secretary the authority to 
implement, through regulations, a single payment system that includes (at·a minimum) a 
case-mix adjustment mechanism predicated on a standard core patient assessment 
instrument; equitable payment among providertypes~ budget neutrality to post-acute 
payments in some base year; and geographic adjustments. The uniform payment system 
would be built upon the prospective payment system for home health and an'expanded 
PPS for SNF that more appropriately reflects costs across ail post-acute inpatient settings. 
including the higher ,intensity ofservice in rehabilitation and' long-term care hospitals. It 
would authorize the Secretary to collect any and all data, on a national basis. that would 
be necessary to implement such a systept. There is considerable overlap in the types of 
services provided and the types ofbeneficiaries that are treated in each of the post-acute 
settings. Despite this overlap, Medicare's current payment and coverage rules vary by 
setting and may create perverse incentives to treat patients in one setting rather than 
another in order to maximize reimbursement. A "site-neutral" integrated post-acute care 
payment would help to ensure that beneficiaries receive high quality care in the 
appropriate.settings. This system woUld ensure that reimb~ment is sufficient for all 
patient types, including high intensity patients who in the current environment are cared 
for in rehabilitation hospitals. In addition, any transfers among settings occur only when , 

. medically appropriate and not in an effort to generate additional revenues. A consistent 
patient classification system would allow meaningfuJc6mparisons ofthe diagnoses, 
severity, and functional limitations ofpatients in all these settings~ permit case-mix 
adjustment for payment purposes; and permit greater coordination ofcare. ProPAC has 
cited the perverse incentives that currently operate under separate and distinct payment 

, methods for post-acute care services. 	 . 
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Beneficiary-Centered Purchasing 

In general, provide the Secretary with authority to pay on the basis ofspecial 
arrangements as opposed to statutorily-determined, administered prices. This proposal' 
has five components which are fully described below: Centers ofExcellence; Competitive 
Bidding; Global Payments; Flexible Purc~ing Authority; and Inherent Reasonableness 
Authority. Two years after enactment, and annually thereafter for the next three years, the 
Secretary would report to Congress by March 1 st on the use ofthese new authorities, 
including the impacts on program expenditures and on the access and quality ofservices 
received by beneficiaries. ' 

+ 	 Centen orEueUence ·'Authorize the ~to pay selected facilities a single 
rate for all services (mcluding potentially post-aaJte services) associated with'a 
surgical procedUre or hospital admission related to a medical condition, specified 
by the Secretary (The Secretary would be required by January 1, 1999 to establish 
Centers ofExceUence for CABO surgery, other cardiac procedures and for hip and 
knee replacements across the country). Selected facilities would have to meet 
special quality standards. The single rate paid to a Center wo~d have to represent 
a savings to the program. There would be no requirement for beneficiaries to 
receive services at Centers. However, Centers would be allowed, subject to 
approval by the Secretary, to provide ~ditional services (such as private room) or 
other incentives (waiver ofcost-sharing) to attractbeneficiaries. ' 

, 	 ' 

+ 	 Competitive Bidding Authority - Authorize the Secretary to set payment rates 
for Part B services (excluding physician services) ,specified by the Secretary based 
on competitive bidding. The items included in a bidding process and the 
geographic areas selected for bidding would be determined by the Secretary based 
on the aVailability ofentities able to furnish the item or services and the potential 
for achieving savings. Bids would be accepted from entities only ifthey met ' 
quality standards specified by the Secretary. The Secretary would have the 
authority to exclude suppliers whose bid was above the Cut offbid determined 
sufficient to maintain access. Automatic reductions in rates for would be triggered 
for clinical laboratory services and DMEPOS (excluding oxygen services) if by 
2001 a 20 percent reduction had not been achieved. ' 

+ 	 Purchasing Through Global Payments - Authorize the Secretary to selectively 
contract with providers and suppliers to receive~global payments for a package of 
services directed at a specific condition or need ofan individual (e.g. diabetes, 
congestive heart failure, frail elderly, cognitively or functionally impaired, need for 
DME). The Secretary would select providers on the basis oftheir ability to provide 

, high quality services efficiently, to improve coordination ofcare (e.g. disease 
management, case management), and to offer 8dditional benefits to beneficiaries 
(e.g. presCription drugs, respite, nutritional counseling, adaptive and assistive 
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equipment, transportation.) Within the global payment, providers would have 
flexibility in how services are provided, and they may, subject to approval by the 

_ Secretary, offer additional, non-covered benefits financed through the global 
payment. ' The global rate would have to represent a saviogs to the program. 
Beneficiaries would voluntarily elect on a month.to-month basis to participate in 
such arrangements and during that period would be tllocked·intl for the services 
covered under the arrangement. 

+ 	 F1e:lible Purcbasing Authority ~ Authorize the Secretary, after rulemaking, to 
negotiate alternative administfative arrangements with providers, suppliers and 
physicians who agree to provide price discounts to ~edicare. These discounts 
could be based on current fee schedules or payment rates or could involve 

-alternative payment methods. The alternative administrative arrangements could 
not include any changes to quality standards or conditions ofparticipation. The 
Secretary would have the authority to permit sharing ofthese savings with 
beneficiaries who use these entities - - for example, through a reduced deductible 
in the case ofhospital services or lower coinsurance payments in the case ofother ­
services. _ 

+ -Inherent Reasonableness Authority - Restore'Medicare's carriers authority-to 
make "inherent reasonableness" payment changes for durable medical equipment, 
prosthetics and orthotics (DMEPOS) as well as surgical dressings. 

, Medicare's statutory framework was based on a Blue CrossIBlue Shield model from the 
60's. Although payment methodologies have improved overtime, cuITentpayment 
authority is too rigid for the fee-for-service program to meet the challenges ofthe 21st 
century. Each component ofthis initiative represents an approach that has been used 
successfully by the private sector, other government program or under Medicare's 
demonstration authority. 

_i 

Contracting Refona 

o 	 Refona Contracting fot FIs and Carrien 

This proposal would end the requirement-that all Medicare contractors perform all 
Medicare administrative activiti~ and would allow Medicare to contract with entities 

-other than insurance companies. New contractors would be awarded contracts using the 
same competitive requirements that apply throughout the government. The proposal 
would,give HCFA the tools to take advantage ofinnovations and efficiencies in the private 
sector when it comes to beneficiary and provider services, and claims processing. It builds 
on the Medicare Integrity Program contracting changes established in HIPAA 
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Improving Emciency and Eliminating Overpayments 

Hospitals 

o 	 Hold~Harmless (or DSH 

Freeze hospital-specific disproPortionate share hospital (DSH) adjustments at current 
levels, for a period of2 years. Require the Secretary to submit a legislative proposal to 
Congress by 18 months after enactment for revised qualifying criteria and payment 
methodology for hospitals that incur higher Medicare costs because they serve a 
disproportionate share oflow~income patients. Without action byFY 2000, the old 
(current) formula would be reinstated. The current formula·for identifying DSH hospitals 
relies on counting the number ofdays the hospital serves Medicare/SSI beneficiaries (as a 

. proportion oftotal Medicare days) and the number ofdays ~ serves Medicaid beneficiaries 
(as a proportion oftotal days). The resulting "DSH percentage" is plugged into a formula 
that computes the increase in Medicare payments for DSH hospitals. 

However, this measure is becoming increasingly unreliable. ,The recently enacted welfare 
reform law will have an impaCt both on the number ofpeople eligible fQr SSI and the 
number ofpeople eligible for Medicaid but mot necessarily on the number oflow-incotne 
individuals seeking hospital care. Furthermore, as the number ofuninsured Americans 
increases, the reliability of this measure to reflect the a hospital's level ofuncompensated 
care decreases. Concurrently, HCFA has lost a series ofcourt cases on the DSH formula, 
resulting in varying definitions of"eligible Medicaid days" across the country. By freezing 
the current DSH levels for the next two years, the level ofsupport for DSH hospitals will 
be sustained while the Secretary develops a proposal to refine the DSH criteria and 
adjustment. 

Part B Issues· 

o 	. Replace "Reasonable Charge" Methodology (and "Reasonable Cost" Methodology 
(or Ambulances) with Fee Schedules 

Create fee schedules, on a budget neutral basis, fot the few Part B Services still paid 
according to "reasonable charge" methodology (the most significant Services affected 
would be ambulances, and enteral and parenteral nutrition); Specify that ambulance 
services provided by hospitals or "under arrangements" would also be covered by the new. 
ambulance fee schedule, with adjustments allowed for certain "core services" that may 
have higher costs. This proposal will make the payment methodology consistent for all 
Part B services and improve administrative efficiency. Including hospital based ambulance 
services under the fee schedule will remove incentives for independent suppliers to evade 
fee schedule limits by establishing cOstlier mangements with hospitals. 
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FRAUD AND ABUSE 

o 	 Carify the Definition or "Homebound" 

This would redefine the' "homebound" definition by adding several calendar month 
benchmarks to emphasize that home health coverage is only ,available to those who are 
truly unable to leave the home. The current definition of"confined to the home" is vague' 
and over broad. It allows for considerable discretion iD interpretation and fraud and 
abuse. Financial reviews show that Medicare routinely reimburses care to beneficiaries 
who are not truly homebound. Without a more concrete definition, this eligibility 
requirement is very difficult to enforce. The March 1996 GAO report cites the 
problematic ~omebound definition as contnDuting to excessive spending and fraud and 
abuse. -: ' 

o 	 Provide Secretarial Authority to Make Payment Denials, Based on Normative 
Service Standards ' 

This proposal would allow the HHS Secretary to establish normative numbers ofvisits for 
specific conditions or situations. For example, HCF A could establish a normative number 
ofaide visits for a particular condition, and deny payment for those visits that exceed this 
standard. Allowing the Secretary to establish more objective criteria will help HCF A gain 
more control over excessive utilization. A March 1996 GAO report criticizes current 
statutory coverage criteria as leaving too much room for interpretation and inviting fraud 
and abuse. 

o . 	 Requirement to Provide Diagnostic Inrormation 
, : 

Extend to non-physician practitioners, the current requirement that physicians provide 
diagnostic information on all claims for services that they provide. AlsO require physicians 
and non-physician practitioners to provide information to dOcument medical necessity for 
items or services ordered by the physician or practitioner, when'such documentation is 
required by the Medicare contractor as a condition for payment for the item or service. 
Diagnostic information is needed by Medicarets contractors 'to determine the medical 
necessity ofphysician services and for use in quality/outcome research. Given the need 
for this data, there is no reason to exclude non-physician practitioners from the current 
requirement to include diagnostic codes on claims forms. Also, in regard to non-physician 

. services and DMEPOS items, suppliers providing the services and items ordered by 
physicians or non-physician practitioners have reported having difficulty obtaining 
diagnostic information required by Medicarets contractors. :This proposal will clarifY that 
the ordering physician or non-physician practitioners is required to provide such ' 

, information. 

.. 
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MEDICAID FY 1998 PROPOSALS ' 

STATE FLEXmll.JTY AND NEW INVESTMENTS 

PROMOTING STATE FLEXIBILITY 

Increase Flexibility iD Provider PaymeDt 

• 0 Repeal BoreD AmeDdmelllt 

Repeat the Boren amendment for hospitals and nursing homes, while establishing a clear 
and simple public notice process for rate setting for both hospitals and nursing homes. 

Modify the process for detennining payment rates for hospitals, nursing facilities and , 
Intermediate Care Facilities for the Mentally Retarded (lCFsIMR) to add a public 
notification process that provides an opportunity for review and comment, which should 
result in more mutually agreeable rates. ' 

o Elimina~e cost-based reimbursement for bealtb clinics 

Federal requirements that most Federally Qualified Health Centers (FQHCs) and Rural 
Health Centers (RIICs) be paid based on costs would be removed beginning in 1999; and 
a capped, temporary funding pool would be established to help these facilities during the 
transition. 

Increase Flexibility in Program'Eligibility 

o Allow Budget Neutral eligibility simplification and enrollment expansion 

Enable States to expand or simplify eligibility to 'cover individuals up to 150 percentof 
the Federal poverty level through a simplified and expedited procedure. Current rules 
would be retained to the extent they are needed to ensure Coverage for those who do not 
meet the eligibility criteria ofthe new option~ Federal spending would be restrained by the 
per capita cap for current eligibles and such expansions would be approved only ifthey 
were demonstrated to be cost neutral (i.e. no credit for persons who were not otherwise 
Medicaid eligible in the determination ofcap number). 

This proposal enables States to expand to new groups thai are not eligible under current 
law without a Federal waiver. Administration would be streamlined and simplified in that 
States would be able to use the same eligibility rules for eVeryone eligible under the new 
percent-of-poverty option in place ofthe current plethora ofdifferent rules for different 
groups. Integrity ofFederal spending limits would be maintained by the cost neutrality 
requirement. ' 
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o Guarantee eligibility (or 12 months for children 

This proposal would pennit States to provide 12-monthcontinuous Medicaid eligibility for 
children ages 1 and older. (Continuous coverage was enacted for infants by OBRA 90.) 

This proposal would provide stable health care coverage for'children - particuiarly 
children in families with incomes close to the·eligibility income limits, who often lose 
eligibility for a month due to an extra pay period within a month. This proposal would 
also reduce State administrative burden by requiring fewer eligibility determinations. 

Eliminate Unnuma" Administntive Requirements· 

o Eliminate OBIPed. physician qualifiation requirements 

Federal requirements related to payment for obstetrical and pediatric services would be 
repealed. States would only have to certify providers serving pregnant women and 
children based on their State licensure requirements . 

The minimum provider qualification requirements under Ment law do not effectively . 
address quality ofc;:are. In addition, current law fails to recognize all bodies ofspecialty 
certification, so certain providers are precluded from participation in Medicaid (e.g., 
foreign medical graduates). Congress amended the law in 1996 to include providers 
certified by the American Osteopathic Association and emergency room physicians. 

o Eliminate annuaJ State reporting requirements for certain providers 

States would no longer Iulve to submit reports· regarding payment rates and beneficiary 
access to obstetricians and pediatricians. ' 

Current law assumes that access is linked to payment rates. However, the State-reported 
data do not reveal much regarding the link between payment rates and access. 

·0 Eliminate Federal requirements on private health insurance purchasing 

Eliminate requirement that States pay for private health insurance premiums for Medicaid 
beneficiaries where cost-effective. 

The current law provision is not necessary. States have an ~erent incentive to move 
Medicaid beneficiaries into private health insurance where it is cost-effective. The 
proposed per capita spending limits increase this incentive. The current, detailed, one-size­
fits-all Federal rules hinder States from designing programs:that most effectively suit local 
circumstances. . 
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o Simplify computer system. requirements 

Eliminate detailed Federal standards for computer sy~ems design. State systems would be 
held to general perfonnance parameters for electronic iclaims·processing and information 
retrieval systems. . 

. Current detailed requirements for system design were developed for an earlier time in 
which technology was primitive and detailed Federal rules were necessary to move States 
closer to what was then state-of-the-art. This is no longer the case. It is now sufficient to 
require States merely to show that their State-designed system meets performance 
standards established under an outcome-oriented measurement process. 

o Reduce unnecessary personnel requirements 

We would work with States and State employees to replace the current, exceSsively 
detail~ and ineffective Federal rules regarding administrative issues that are properly 
under the purview ofStates, such as personnel standards, and training ofsub-professional 
staff. 

Increase Flexibility Regarding Managed Care 

o Modify upper payment limit for' capitation rates 

Modify upper payment limit and actuarial soundness standards for capitation rates to 
better reflect historical managed care costs by requiring actuarial review of the rates. 

The current Medicaid upper payment limit for managed care contracts (i.e:, 100010 offee:­
for-service) is not an accurate payment measurement for Medicaid managed care plans. It 
does not reflect historical managed care costs and States cl8im it is inadequate to' attract 

.plans to participate. This proposal would modify the definition ofthe UPL to more 
accurately reflect Medicaid speDding. It would also modify: actuarial soundness standards. 

o Convert managed care waivers [1915(b)(1)] to State Plan Amendments 

Permit mandatory enrollment i~ managed care without federal waivers. States would be 
able to require enrollment in managed care without applying for a freedom ofchoice 
waiver [l9IS(bXI»). States would be allowed to establish mandate enrollment managed 
care programs through a State plan amendment. Qualified HIS, tribal, and urban Indian 
organization providers would be guaranteed the right to participate in State managed care 
networks. ' 

This proposal would provide States greater flexibility in administering their State Medicaid 
programs by eliminating the' freedom-of-choice waiver application process. States would 
not have to submit applications for implementation or renewal. The Administration is 
pursuing strategies to assure quality in Medicaid managed care that are more effective and 
less burdensome than the assurances added through the waiver process. Guaranteeing ... 
urban Indian organization providers the right to participate in State Medicaid managed . 
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care networks integrates ITUs into managed care delivery systems and recognizes their 
unique health ,delivery role: I 

o 	' Modify Quality Assurance with new data coUection authority while eliminating 
7Sn.S enroUment composition rule ' , ' 

Replace the current enrollment composition rule with a new~quality data monitoring 
system under a beneficiary purchasing strategy with new data collection authority. 

As part ofthe continuous efforf to ensure Medicaid managed care beneficiaries receive 
quality care, HCFA proposes to implement a "beneficlary..c:entered purchasing- (BCP) 

,strategy. BCP wiD replace certain current federaltnanaged care contract requirements. 
The current enrollment cOmposition rule (i.e., 75125 rule) requires that DO more than 75 
percent ofthe enrollment can be Medicare and Medi~d beneficiaries. The current 
requirement isa process-related, ineffective proxy for quality. This requirement would be 
replaced with a quality monitoring system based on standardized performance measures. 

HCFA, in collaboration with States, would define and prioritize a new standard set of ' 
program performance indicators, including a new quality monitoring system. These 
measures would be used to quantify and compareplaos' quality ofcare, provide purchas­
ers and beneficiaries with the means to hold plans accountable, and provide HCFA with 
comparable data to compare the performance ofState progr'amsto effectively hold States 

, 	 t, 

accountable as well. ' , ' 	 ' , " ". 

This proposal would enhance the Secretary's ability to ensute that beneficiaries' interests 
are being prot~ed 'as enrollment in managed we increases~and to detect and correct 
possible abuses by ma.naged care plans. A more outcome oriented' quality reView process '. 
is vital to the Federal and State oversight ofmanaged care plans to ensure that Medicaid , 
beneficiaries are receiVing the highest quality care possible. , iData would be vital to. the 

. success of such an effon. 	 ' 

, 
.o 	 Change threshold for federal 'review of contracts i 

t 

" , 

Raise the threshold for the federal review ofmanaged , care contracts from the current 
$100,000 threshold to $1 million contract amount (or base threshold for federal review on 
lives covered by plan). ­

, 	 , 

This proposal would provide greater State flexibility in ll18lltigement~d oversight of ' 
Medicaid managed care programs. It would also reduce the number the ofmanaged care 
plan contracts requiring HCFA review 'and approval. . 

14 




o 	 Nominal copayments for HMO enrollees 

Pennit States to impose nominal copayments on HMO enrollees. 
., 

This proposal would bring policy on Medicaid copaymentsforHNfO enrollees more in line 
with Medicaid copayments that a State may elect to impose in fee-for service settings. It 
would also allow HMOs to treat Medicaid enrollees in a ~ersimilar to·how they treat 
non-Medicaid enrollees. However, impact on beneficiaries would not be;harmfuI since 
copayments, ifimposed, would still have to be nominal. 

Increase FleIibility Regarding Long-Term Care 

o 	 Convert Home and Community Baed Waiven (1915(c» to State Plan Amendments 

Give States the option to create a home and community-based services program without a 
Federal waiver, through a State plan amendment. This proPosal would benefit States and 
beneficiaries by eliminating the constant and costly necessity of renewing the waivers, 
while ensuring a high level ofcare. 

o 	 Increase the Medicaid Federal financial participation rate from 75 percent to 85 for 
nuning home Survey and Certification activities 

.' 

Raise the Medicaid Federal financial participation (FFP) rate to 85 percent. 

Federal funding is important to maintain both quality standards establish~ by OBRA 87 
and resulting enforcement activities. Increasing the Medicaid federal finaitcial 
participation percentage to 85 percent would encourage States ·to increase total spending 
on nursing home survey and certification activities. 

o 	 Permit waiver of prohibition of Dune aide training and competency evaluation 
programs in certain facilities. Oarify that the trigger for disapproval of nune aide 
or home health aide training and competency evaluation programs is substandard 
quality of care (Medicare and Medicaid). . 

This would allow States to waive the prohibition on nurse aide training and competency 
evaluation programs otrered in (but not by) a SNF or Medicaid NF ifthe State: (1) 
determines that there is no other such program otrered within a reasonable distance ofthe 
facility; (2) assures, through an oversight etrort, that an adequate environment exists for 
operating the program in the facility; and (3) provides notice ofsuch determination and 
assurances to the State long-term care ombudsman. The proposal would also make clear 
that a survey finding substandard quality ofcare, rather than the mere occurrence ofan 
extended or partial extend~ survey is what triggers the sanction ofthe training·program. 

The current prohibition on nurse aide training and competency evaluation programs causes 
a special problem for rural nursing home where a commllnity 'college or other training 
facility may be inaccessible.to nurse aides. This proposal would safeguard the availability . 
ofnursing homes which might otherwise stop participation in Medicare.and Medicaid as a 
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result oflosing a training program's approval. This proposal is also a part ofthe 
Vice-President's Reinventing Government initiative. A clalification of the circumstances 
under which a program must be sanctioned is needed because the fact that an extended or 

. partial extended survey is conducted is not, in itset.t: an indication that substandard quality , 
ofcare exists in the SNF, NF, or HHA ' 

o 	 Eliminate repayment requirement for alternative remedies for nuning home 
sanctions 

Eliminate the requirement for repayment offederal funds received ifa State chooses to use 
alternative remedies to correct deficiencies rather'than tennination ofprogram 
participation. . 

This proposal would allow States to promote compliance by employing alternative 
remedies on nursing facilities. This provision for alternative remedies gives States the 
flexibility for more creative implementation ofthe enforcement regulations. . 

o 	 Delete Inspection ofCare requirements in mental hospitals and Intermediate Care 
Facilities for the MentaDy Retarded'(ICFsIMR) . 

Eliminate the duplicative requirement for Inspection ofCare (lOC) reviews in mental 
" 	 . . 

hospitals and ICFsIMR. The survey.and certification reviews that currently take place in 
mental hospitals and ICFsIMR would remain in place. . 	 ' 

Inspection ofCare (lOC) reviews were originally designed to ensure that Medic.iid 
recipients were not being forgotten in long tenn care facilities. The current survey process 
has been improved through a new outcome-oriented process that protects recipients in 
mental hospitals and ICFsIMR from improper treatment. Consequently, IOC reviews are 
no longer needed and are, in fact, in direct conflict with the revised ICF/MR survey 
protocol. The current requirement for two reviews (lOC and the ICFIMR survey) has 
become duplicative. Ifthe IOC were eliminated, the ICFIMR survey and certification 
process would ren1ain in place.. 

o 	 Alternative sanctions in Intermediate Care Facilities for the Mentally Retarded 
(ICFsIMR) 

, 	 " 

Provide for alternative sanctions in ICFsIMR that already are available for nursing homes. 
Alternative sanctions that currently are available in nursing homes include: directed.in­
service training, directed plan' ofcorrection, denial ofpayment for new admissions, civil 
monetary penalties and temporary management. ' 

Sanctions other than immediate tennination were established for nursing homes under the 
OBRA-87 legislati()n, but not for ICFsIMR. This proposal would extend the alternative 
sanction option to ICFsIMR. 
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SPECIAL PO PULA nONS, 

o 	 AUow SSI beneficiaries who earn more than the 16J9(1b) thresholds to buy into 
Medicaid ' 

, This proposal would give States the option ofcreating a neW eligibility category for 
disabled persons to encourage them to work beyond the 1619(b) income thresholds. SSI 
beneficiaries who become eligible for this new category would contribute to the cost of 
the program by paying'a premium. Premium levels would be on a sliding scale, based on 
the individual's income as determined by the States. 

Despite existing work incentives in SSI, fewer than 'h of 1 Percent ofbeneficiaries return 
to substantial gainful employment annually. The fear oflosing medical benefits has been 
identified as one'ofthe most significant barriers to disabled beneficiaries returning to work 
or working for the first time. Under this proposal, Medicaid would be used to extend 
access to coverage for the working disabled who no longer qualify for health care benefits 
under current law. 

o 	 Grant Programs for AU inclusive Care for the Elderly (PACE) permanent provider 
, I ' 

status 	 " 

Grant full permanent provider status for Program ofAll-inclusive Care for the Elderly 
, (PACE) demonstration sites that currently meet the PACE ,protocol. PACE.has proven to 

be a successful model for a unique service delivery system for frail-elderly persons who' 
live in the community. 

IMPROVEMENTS RELATED TO WELF~ REFORM 

Disabled Beneficiaries . 

o 	 Retain Medicaid for current disabled children who.lose SSI 

Medicaid would be retained for children currently receiving Medicaid who lose their 
Supplemental Security Income (SSI) benefits because ofchanges in the definition of 
disability.' " 

Most ofthese children would requalify for Medicaid by meeting another eligibility , 
category either by meeting other SSI disability listings or other Medicaid categories for 
non-disabled low-income children. Those who do not, and who would be grandfathered 
under this proposal, continue to have relatively extensive health and developmental needs 
which would not be met ifthese children lost their Medicaid coverage. 

Immigrants 

Exempt certain disabled individuals from the ~an on SSI cash assistance 
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This proposal exempts immigrants who become disabled after entering this country from 
the recently enacted ban on SSI cash assistance fot "qualified:aliens", and ensures that 
they would retain their Medicaid benefits. ,The exemption would apply to immigrants who 
were'already here on the date ofenaciment as well as to new:arrivals. 

, This proposal allows States to cOntinue providing SSI and Medicaid benefits to 
immigrants who become disabled and who would otherwise be cut off due to welfare ' 
reform. It protects those who can no longer be expected to work due to circumstiulces 
beyond their control. ' 

o 	 Exempt miiDigraDtcblldreDaDd certaiD disabled im~i~Dts (rom tbe Medicaid 
baDs aDd deemiDg requiremeDts I " 

This proposal would exempt immigrant children and immigrants who are disabled after 
entering this country from the bans on Medicaid benefits for cUrrent and future 
immigrants. 'Immigrant children and immigrants disabled after entry would also be exempt 
from the'new deeming requirements that mandate that the income and resources ofan 
immigrant's sponsor be counted when determining Medicaid ~ligibility. 

, 	 ' 

These proposals assist the most vulnerable groups ofimmigtantsfor whom lack ofaccess 
to medical care may produce long-tenn negative consequences and whose medical care ' 
may result ,from an unexpected injury or illness that occurs after their arrival. 

, 	 , 

o 	 Extendthe ExemptioD (or Refugees/Asylees from 5 to 7 Yean 
, 	 ,I 

This proposal would extend the exemption from Medicaid b~ and d~nling req~irements 
for refugees and asylees by an adqitional2 years,for a total of7 years. 

ProteCtion ofrefugees and asylees has been a consistent feature ofU.S. iminigration'" 
policy. Refugees and asylees often face challenges that other. immigrants do not because 
ofpersecution. Extending the exemption for an additional two years allows for these ' 
unique circumstances and possible difficulties these individuals may have'in becoming self­
sufficient. In addition, more recehtpopulations have included larger numbers ofelderly 
individuals, who may take a longer time to adjust to,new cirCumstallces. ' 

. .. 	 . . I 

I· 

, " 
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STRENGTHENING FINANCIAL ACCQUNTABll.ITY 

. 0 Establish a Federal Payment Commission 

Establish a commission to review equity among the States in Medicaid financing fonnuJa . 
(FMAP), ~ well as the baSe year and growth rates in the per capita spending limits.' . 

. " , , ' 
. , 

The formula for determining the Federal and'State contnoutibn to the Medicaid program, 
which is based on per capita income in a State, has long ~ criticized as fiUling to 
adequately reflect State variations in their ability tonise revenues and in magnitude of 
State need. An impartial commission could make recommendations for a more refined, 
formula. Similarly, once the per capita cap has an established track recOrd, an impartial 
commission would make recomIIlendations for further improvements tQ ~prove equity· 
across States.' " 

, 0 Strengthen .Medicaid Eligibility Quality Control (MEQC) 
" 

Modify and strengthen Medicaid Eligibility Quality Control (MEQC) system. Under a per 
capita cap limit on spending where Federal funding is tied to the number ofbeneticiaries in 
a State, it would become more important than ever to ensure Federal matching payments 

'are provided to States only for their spending on people who. actually meet the State's . 
eligibility criteria. The current MEQC system is the appropriate tool for this task, but it 
must be moditiedto accommodate and measure population components ofthe per capita 
cap. States would have a reasonable error tolerance limit of~ee percent ofenrollments, 
which is similar,to the cuirent'tolerance limit. 

o Increase Federal Payment Cap for Puerto Rico 
. ' ' 

Increase the Federal Medicaid payment cap for Puerto Rico by $30 M,S40 M, $50 M, 
$60 M, and $70 M over curre~ law forFY 1998-2002 r:espectively.· 

Federal mat~hing for the Puerto'Rie<> has always been cappe(i, but at amounts detenllin~ 
by Congress unrelated to impartial measures ofneed in· the pUerto Rico or their ability to 
contribute a share ofprogram costs. B~g after 1994, Federal payments are 
increased every year by the medical component ofthe CPI, but continue not to take ' 
population factors into account. Given underlying eligibility' structure in Puerto Rico it 
would not be appropriate to apply per beneticiaryFederai spending limits to Puerto Rico. 
Nevertheless~some adjustment for population is called for in Puerto Rico, which has had a 
demonstrated need for Medicaid funding beyond its cap for ~ number ofyears. 

i 
i. 
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o Increase Federal payment to District of Columbia 

Increase the Federal payment to the District ofColumbia by changing the Federal 
matching rate from SO percent to 70 percent. . 

! 

This proposal would change the District's share ofthe costs ofhealth care services under 
Medicaid from SO percent to 30 percent. This equals the maximum amount that the 
District., as a local government, could be required to·contribute ifit were located within a 
State. 

,J' 

: . 
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Cost Estimates for FY98 President's Budget Medicaid Proposals 
Cost(Savgs) In Sbill FY9I..o2 

FYI998 FYI'" FY2000 FY2001 FY2002 Total 

Welfare Refom LegisIatiYe Changes 

Exempt disabled from SSI ban 0.395 0.455 0.473 0.496 0.484 2.303 
Exempt disabled from 5-yr ban/deeming 0.206 0.312 0.466 0.649 0.774 2.407 
Exempt children from 5-yr banldeeming 0.013 0.021 0.031 0.044 0.052 0.161 
Extend rcfugec/asylee exemption 0.005 0.005 0.005 0.005 0.005 0.025 

Sub-Total- Welfare 0.619 0.793 0.975 1.194 . 1.315 4.896 

qaUdren's Health initiatives 

State Partnership Demos- MCD Oubcach Impact 0.062 0.130 0.227 0.349 0.368 1.135 
12-mo Continuous Eligibility for Children 0.282 0.458 0.708 1.014 1.162 3.623 

Sub-Total - Children 0.344 0.587 0.934 1.362 1.530 4.758 

Othel Proposals 

Increase DC FMAP to 70% 0.156 0.169 0.182 0.197 0.213 0.918 
Increase Payments to Puerto Rico 0.030 0.040 0.050 0.060 0.070 0.250 
Extension ofVA Sunset 0.000 0.300 0.300 0,300 0.300 1.200 

VI.,rking Disabled . 
-'" ~ _. T_ 

0.000 0.001 0.003 0.007 0.009 0.020 
Retain MCD for curr disab children who lose SSI 0:075 0.070 0.065 0,065 0.060 0.335' 

, Impact of Medicare Proposals 
Part B Premium -0.012 0.050 0.136 0.243 0.385 0.801 

Subtotal- Other Initatives 0,250 0.629 0.737 0.872 1.037 3.524 

GRAND TOTAL 1.213 ',2.009 2.646 3.428 3.882 13.178 
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