
THE DOLE-GINGRICH BUDGET 
PUT HOSPITALS AT :RISK 

MRP; • In June, 1995, AARP wrote: "Spending cuts could limit access to providers. [M]any 
hospitals across tbe conntry  particularly in rural areas  would be forced to close." 
[AARP,6129195] 

• In June, 1995, AARP wrote: "[The] Congres~ional Budget Resolution Could Devastate 
Medicare Beneficiaries," Dole voted for this budget resolution which cut Medicare by 
$270 billion -- same as the vetoed budget. [AARP, 6/29195] 

• In November, 1995, AARP wrote that the Dole-Gingrich $400 billion cuts from Medicare 
and Medicaid "[D]o not meet the fairness test," [AARP, 11116/95] 

• In November, 1995, AARP wrote that under the Dole-Gingrich budget, existing Medicare 
and Medicaid 'protections against the high cost of long-term care, "are now at risk" 
[AARP,11116/95] 

• In summer, 1995, the AHA ran newspaper advertisem~nts saying "Medicare is being 
reduced ... But not only seniors - everyone will feel the impact ... Needed hospitals in 
rural or inner-city communities could be forced to shut their doors, period." 

• In October, 1995, AHA wrote a letter to Senator Dole saying the Dole Medicare cuts 
would mean: "[R]educatious ofthat magnitude would result uot in a reduction in the 
rate of growth, but in a real cut. That means per beneficiary spending for hospital 
care grows less than the rate of inflation." [AHA, 10116/95] 

• In November, 1995, AHA wrote: "Reductions of this magnitude represent a real cut in 
payments to hospitals, not simply a reduction in the rate of increase. Quality and 
availability of care will be adversely affected .... Particularly hard hit will be 
communities with hospitals serving a large proportion ofMedicare and Medicaid 
patients ... .Almost 700 of the most vulnerable hospitals derive two thirds or more of 
their net patient revenue from Medicare and Medicaid." [AHA, 11195] 



October 16, 1995 

The Honorable Bob Dole 

United States Senate 

141 Hart Sonate Office Building 

WashingtOn, DC 20510 


Dear Senator Dole: 

yOu and your Senate Colleagues arc about to make public policy deciaions of truly historic 
proportions. Your debate and action on the Fiscal 1996 budget reconciUation bill, 
particularly where Medicare is concerned, wjJl affect the Uvea of all Americans. 

That's why the American Hospital Association, on behalf of its S,ooo member. in the 
community delivering care every day, wants to make you aware of a report by'Lewin-VHI, a 
respected research finn. It analyzes the effect of Medicare spending reductions on hospitals• 

. . 'IJ].e bill now before the U.S. Senate calls for reductions of $86 billion· in hospital service&. 
The principal flOdlng of this analysls is that reductions of that magnimdc would result not in 
a ~eduction in the rate of growth, but in a real 9!!. That means per beneficiary spending for 
hospi:a! cue ~QWS less than the rate of inflation. 

:Repeaced.1y. the American people have been assured that the Medicare program would not 
·suffer real cuts. This is a promise that must be kept. Eighty six billion dollara in reductions 
will seriously jeopardize the ability of the hospital community to continue to provide hlgh 
quality care, not only to seniors, but to all our citizens. This is the potential impact of the 
current Senate proposal. 

In Its conclusion, Lcwin..VHI. Inc., states: "The potential for payment reductions to result in 
real decline in hospital spending over the next seven years should indicate to poltcymakers . 
the need to cuefully consider the impac~s of potential Medicare changes on the different 
categories of health care providers. • . 

.. <'< • 

. This is ·what the nation's hospItals ask of you and your colleagues in the critical days aliead.· . . . 

Sincerely, 

/rJj fA. ,(J()ffifffiPr-
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.MEDICARE AND MEDICAID ARE IMPORTANT TO HOSPITALS 


• 	 For nearly one in.four hospitalsf 60% ofpatient days are Medicare patient days. 

• 	 More than 2.300 hospitals (nearly halt) have large Medicaid patient loads (lS% or more 
oftheir inpatient days). . 

, If 
• 	 Almost 700 most • two thirds or more oftheir net patient 

. revenUe from Medicare and Medicaid...:- about 300 ofthese ospitals enve three quarters 
'. or more oftheir net,patient revenue from Medicare and Medicaid. . 

./ 	 Nationally, these hospitals represent 13 percent ofall hospitals. providing 9 
percent ofhospita! stays including all patients not just Medicare and Medicaid, 
and contributing 11 percent ofaU emergency room visits. 

56 percent of these highly vulnerable hospitals are rural; 20% are inner..city 
hospitals. 

Source: 	 American Hospital Association analysis based OIl data from the 1993 AHA 
Annual Survey and the Medicare Provider Specific file. 



DEAR MEMBER OF CONGRESS 


WHAT WILL 

YOU TELL YOUR 

VOTERS IF YOU 


TAKE $250 BILLION 

OUT OF THEIR 


MEDICARE? 

So;ne ill COllgre:fi,t wallilo redllce Medicare by more 11,011 

$2SIJ billion liver ,teve" year.", 

With the la~c:!:t MediclIre reduction~ • New life-lOaving tc:chnnln8Y thut pc:llple 
. in hi~">ry on the tahle. nnw might need could he delayed. 

he a l,!ucd time to I."()mider huw 
• Innuvlllivc community outreach pn'l.!r.tlllsynu're g"inl.! tn e~rlain a ville III damllge the 

that help Inillions of Americans (."()uldget
Medicare ~y~te:rn. 

trimmed, 

Who will he hUIt the mUl't? Celtainly !:enil'r!' • Needed ho"'rita!!; in rural or inner-cily
will be: harmed. hecau~ their Medicare il' heing cnmmunitie:s could he forced to shut the:ir 
redueed - again. nUl nnl Ollly !:eniul'S - ......"., 

d"ur!'. rerit d ..III'" will feci the: irnp.'k.1 if 1.'I.mmllnity hOlOpital~ 
have: to reduce their !:en-ices or clll!:C their door!'. HO!Ipitals arc ~ucl.'e!'.~fully contmllinl,! CO!Its, but 

these reductiuns go beyond what is re:t'lOnable,A new study hy lewin-VHI. nne (if the natiun' s 
They'rc gnillg to hUIt--nOl just folk.~ ontup re!:Carch firm~. finds that wilh reductions of 

S2~(I hillinn. Medicare I."oilid be: p:.ying less than Medicare:, hut anyulle: whn may need the hij:h 

111.1 cents I'n the dollar uC an elderly patient's stay quality care that only a Ixlspital can give; And 

in the Ix>l'pilal ~ve:n year!' fnllll nnw. thaI willlc.ave some ve:ry imporranl people

your vIlIe:rs-iooking for answers, 
WHAT WILL HAPPEN TO HEALTH CARE? 

1"1tcl'e reductions will mean: \VIm' ",ill ."011 ,m,"? W.. "'1l~ ."011 10 , ..II 11,..111 , 

• Mnney-Il>l'ing hut crucial ~r\'icelO like: tmum:! Illttl.\Y,,' Reject pl"OposaI.~ 10 reduce Medkare! 
care. hum units andlCUs milY have Ie) he 

cll>l'ed. 

• Senior citil.c:nlO wi II find it harder tn receive the 
level of care they need as they gnlw older. Dick Davidson. Pr...tid..nl 

ftflfft .
I.iJII.1A. ,\mrrkan """'pita' A...."'Oallon 
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TOO MUCH, TOO FAST 


The Impact on Older Americans of Medicare and Medicaid 

Reductions in the FY'96 Budget Resolution 


Prepared by the 

American Association of Retired Persons 


June 29. 1995 


For further infonnation contact 
Triaa Smith 

Federal Affairs Department Health Team 
l'U"I..~-,.)nO 



• 	 ..;t the highest income categories. beneficiaries would pay triple the amount they 
';'row pay for the Part B premium. If the income threshoids for the proposed high
i"come premium are not indexed, each year a greater percentage of Medicare 
:>eneficiaries would be required to pay the new. higher premium. In the Mure, 
Congress could simply choose to lower the income threshold, thereby increasing 
revenues. 

• 	 At the same time that an income-related premium would be imposed on Medicare 
. beneficiaries, federal subsidies for health care costs for those under age 65 
would continue, regardless of an individual's income. These subsidies come in 
the form of the tax deduction for employer-provided health insurance. As a result 
of the savings target under the Budget Resolution, Congress could impose higher 
health costs on higher-income older Americans but would continue federal subsi
dies for corporate executives, middle-aged millionaires, and Members of Con
gress. A May, 1994 Price Waterhouse analysis estimated that reducing federal 
subsidies for higher-income individuals under age 65 in the same manner as for 
Medicare beneficiaries would result in federal budget savings that are four times 
as large as the Medicare income-related premium savings. 

7) 	 Beneficiary Access to Care could be Jeopardized 

Medicare beneficiaries' access to needed health care could be seriously hurt by the 
un'precedented reductions in Medicare spending included in the FY 96 Budget Resolu
tion. For the average older ACnerican, the $270 billion in Medicare spending reductions 
win mean: . 

, 	 I ncreased Out-of-Pocket Costs That Could Limit Access to Services: For 
the average beneficiary, the proposal to reduce Medicare spending could cost 
about $3,400 more out-of-pocket over the next seven years in the form of higher 
premiums, coinsurance and deductibles. For many beneficiaries - particularly 
those with low incomeS - the additional costs are on top of the $2.750 they al
ready pay out-of-pocket for health care in 1995. Older Americans spend roughly 
20 percent of their income on health care - nearly three times as much as those 
under age 65. Increasing out-of-pocket costs could mean that fewer beneficiaries 
would be able to afford the care they need and many would be forced to wait until 
a condition worsens and care is even more expensive. .' 

" 	 Spending Cuts That Could Limit Access to Providers: As physician pay
ments are reduced. many doctors will try to shift more costs onto Medicare ben
eficiaries. One likely way for this to happen is through the elimination of the 
Medicare balance billing limits. This change would allow doctors to charge ben
eficiaries significantly more than what Medicare approves. If this happens, many 

__? older Americans would no longer be able to afford to .see their doctors. In other 

Page 6 



cases, physicians may find that it is no longer profrtable to treat Medicare pa-
tien:s, leaving beneficiaries without access to a doctor. Still other beneficiaries » 
mZl have to travel long distances for hospital care since many hospitals across 
the :::ountry - particularly in rural areas - would be forced to close. . 

• 	 Spending Cuts That Co~ld Limit Access to Health Plans: The level of spend

ing reductions included in the Budget Resolution could resutt in substantially 

higher premiums for beneficiaries who choose to remain in. traditional fee-for

service Medicare. Some beneficiaries might no longer be able to afford to stay in 

fee-for-service and would be forced into managed care. . 


8) Medicare caps could be Imposed 

• 	 Structure 

Members of Congress are considering a Medicare spending -cap· as one method 

for achieving budget savings. Under this approach, yearly spending limits or 

targets would be established for the Medicare program. This cap could take one 

of several forms: a total spending limit for the program. a limit on the annual 

gT'O"Nth rate in the program; or a per capita spending limit. The cap could be fixed 

in taw or determined on a yearly basis. 


AfnrJal Medicare spending would then be measured against the cap. Under one 

app."'Oach, known as a -look-baCk,· adual Medicare spending would be com

pared with the target at the end of each year. If actual spending exceeded the 

target. then Medicare spending for the follOWing ·year would be reduced by the 

amount exceeding the target. 


• 	 1m pact on Beneficiaries 
A Medicare cap would have a direct bearing on Medicare beneficiaries. If Medi
care spending exceeds the yearly cap, automatic cuts in Medicare spending 
W'OUId likely translate into higher out-of-pocket costs for Medicare beneficiaries
in the form of higher premiums, coinsurance or deductibles - as well as reduc
tions in payments to hospitals and doctors which would affect beneficiary access 
to services. 

Advocates of a Medicare cap claim that this kind of target is necessary to keep 

program .spending in check. However, forthe average beneficiary - who has little 

COtT"u-ol over Medicare program spending - this would . mean an even greater out

of-pocket burden for Medicare services. 


(1) This a-.alysis is based on the June 22, 1995 Budget Resolution COnference Agreement. 
~ Increased out-of-pocket costs are averaged across all Medicare benefICiaries. 

Out-o;f-pocket heatth costs include all health care expenses of non-institutionalized older individuals 
;:It t:"::>se paid by Medicare. Medicare and private premiums, and prescriptions drugs. for example. are 

:.=-::1 out-of-pocket costs. Dat.a are based on December. 1993 CBO projections of population sub
gro::;::s c..,d National Health Accounts data by type of service and payer. 

A.A.=:; =-=-=eral Affairs 
;::::,-:::-::......... -
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, TO: 

FROM: 

SUBJ: 

MEMORANDUM 

October 15, 1996 

,Evelyn Liebennan 
Ron Klain 
Greg Simon 

Chris Jennings 

AARP on Republican Medicare Cuts 

Attached is background material (provide.d to Leon and Gene) to respond to AARP's intention 
to write a letter to the Vice President about his comments on Medicare on "Meet the Press." 

Enclosed please find: 

• 	 AARP's characterization of the Republican Medicare cuts; . 
• 	 AARP's explicit use of the' word "devastate"; 
• 	 RNC presstelease in which Haley Barbour suggests that AARP affirmed the 

Republicans' contention that there were no cuts in their Medicare proposal; 
• 	 Transcript from "Meet the Press"; and a 
• 	 Memorandum to Leon Panetta on this issue. 

I hope this information is helpful. If you have any questions, please call me. 



AARP QUOTES ABOUT REPUBLICAN MEDICARE CUTS. 


• 	 "Congressional Budget Resolution Could Devastate (emphaSis added) Medicare 
Beneficiaries." [Source: AARP Impact Analysis: "Too Much, Too Fast: June 29, 1995]. 

• 	 "This Fiscal Year 1996 (FY96) Budget Resolution proposes to take nearly half of the 
deficit'reduction of the next 7 years out of Medicare and Medicaid. In both programs 

. . 

these are the largest cuts ever proposed, and in Medicare the proposed cuts are far 
. more than what is needed to keep the program solvent for the next decade." [Source: 

AARP Impact Analysis: "Too Much, Too Fast," June 29, 1995]. 

• 	 Congress has proposed unprecedented reductions in Medicare spending as part of the 
FY 96 Budget Resolution. The proposal would reduce Medicare by $270 billion over 
the next seven years. These reductions are nearly three times as large as the reduction 
enacted in the Omnibus Budget Reconciliation Act of 1993 (OBRA 1993). 
[Source: AARP Impact Analysis: "Too Much, Too Fast: June 29, 1995]. 

• 	 "Spending Cuts That C(>uld Limit Access to Providers: ... beneficiaries may have to 
travel long distances for hospital care since many hospitals across the country -
particularly in rural areas -- would be forced to close." [Source: AARP Impact Analysis: 
"Too Much,Too Fast: June 29, 1995]. 

• 	 "The Senate voted to cut approximately $440 billion from Medicare and Medicaid 
over the next seven years. Such cuts from the two major health programs that serve 
older and low income Americans are too much too fast. ..The proposal passed. by the 
Senate would cut approximately $270 billion from Medicare, much more than is 
necessary to keep the program solvent. AARP believes that less drastic changes are 
needed to asssure solvency and stability in Medicare for the next decade." [Statement by 
Homce B. Deets on Senate vote to balance the budget, October 27, 1995]. 

• 	 "...the total cuts to Medicare and Medicaid over seven years are still too much, too 
fast, and enforcement of nursing home quality standards has been further weakened ..." 
[Source: • AARP Statement on the Budget Reconciliation Act of 1995," November 16, 1995]. 

• 	 "Millions of American families depend on Medicare and Medicaid for their basic 
health care coverage, for protection against the high cosf of long-term care and for 
financial security. These protections, for Americans of all ag~s, are now at risk." 
[Source: "AARP Statement on the Budget Reconciliation Act of 1995," November 16,1995]. 

• 	 "Four hundred billion dollars in cuts from t4ese two major health care programs 
(Medicare and Medicaid) that serve older and low-income Americans do not meet the 
fairness test. Reductions in Medicare called for in the cOQference report are much more 
than is necessary to keep the program solvent into the next decade." [Source: ·"AARP 
Statement on the Budget Reconciliation Act of 1995: November 16, 1995]. 
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The Impact on Older Americans of Medicare and Medicaid 
Reductions in the FY'96 Budget Resolution 
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Introduction 
 _I 

1 

I
Older Americans support deficit reduction and they want a'strong economy for their I 

children and grandchildren. But they also understand that financial securtty - for 
themselves ,and their families - is dependent upon adequate and affordable health 
care coverage. 

AARP believes that deficit reduction should be fair and balanced. We should strive 
to keep our economy on a steady path of deficit reduction, but we should not jeopardize 
the Medicare and Medicaid programs and the financial security they provide in the' 
pcocess. 

I i 
. The Fiscal Year 1996 (FY96) Budget Resolution proposes to take nearly half of Ir-

the deficit reduction of the next7 years out of Medicare.and Medicaid. In both ' 
programs these arethe largest cuts ever proposed, and in Medicare the proposed cuts 
are far more than what is needed to keep the programs solvent for the next decade. 

I 

As Congress struggles to rneetits arbitrary deficit.reduction deadlines and targets, 
. hasty and ill-considered policy decisions are almost inevitable. Medicare and 

Medicaid beneficiaries will end up paying out-of-pocket what the programs will no 

longer pay. 


The Medicare and Medicaid programs are not perfect. Changes are appropriate. 
Indeed, they must begin this year. A better approach recognizes that the Medicare and 
Medicaid programs will need to adapt to changing needs and budgetary constraints.' 
But, these changes should be carefully thought out, with considerable input from . 
beneficiaries who understand fully whatthese changes will mean forthem and fortheir 
d,ildren and grandchildren. 



.. 
i 

CONGRESSIONAL BUDGET RESOLUTION 
COULD DEVASTATE MEDICARE BENEFICIARIES' 

Congress has proposed unprecedented reductions in Medicare spending as part of the· 
FY96 Budget Resolution.' The propOsal would reduce Medicare by $270 billion overthe 

"\ next seven yeafS. These reductions are neariy three times as large as the redudion 
~ enacted in the Omnibus Budget Reconciliation Act of 1993 (08RA93).(ll· . 

This document describes illustrative increases in benefiCiary out-of-pocket costs'under 
the resolution and, the impact these cuts would likely have on the average older 
American. . 

How Much More Will Beneficiaries Pay? 

• 	 P-ARP estimates that these proposals to reduce Medicare spending would mean . 
that the average Medicare beneficiary would pay approximately $3.400 more 
olrt-of-pocket over the next seven years (see Chart 1 ).C2: Estimates are based on . 
the assumption that one-half of proposed Medicare spending reductions come 
froni beneficiaries. . 

What Are Beneficiaries Paying Already? 

• 	 In 1995, the average older beneficiary will spend about $2,750 out-of-pock.et to 
cover the cost of Medicare premiums, deductibles~ coinsurance and the cost of 
services not covered by Medicare -like prescription drugs and preventive care. . 
This does not include the enonnous cost of nursing home care. which is nearty 

. $4O~OOO a year.' Even without any changes in Medicare, these older beneficiaries 
are already projected to spend more than $25,500 out-of-pocket for health care 
costs over the next 7 years.(l) Under the Budget Resolution, an average 
beneficiary would end up spending a total of about $29,000 over seven 

, years - an increase of about $3,400. ' 	 . 

How Will Beneficiaries Be Affected? 

. 	 . 

• 	 To achieve the Medicare spending reductions in these proposals, costs that are 
cur.ently paid by the Medicare program would probably be shifted to Medicare 
be~.eficiaries in the form of higher premiums, deductibles and coinsur~nce. 

http:out-of-pock.et
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RNC News "Release"" 
Clinton Debate Strategy? 


When cornered, don't tell the truth 

StaJement By RNC ChairllUln Haley Barbour 

October 7, J 996 

er watching the debates lastnigbt. it's clear why polls show the American people don't trust Bill Clinton. 
Time and again, Clinton tried to deceive the voters with charges that were just plain {alse. Here are two 
examples: ~""""' " 

Cli . n claimed DdS *ingriChC"cut" Medicare when. in fact, even !he A:ARP (Ame..ricari 
" Association of~tired Persons sa s In a letter to Clinton dated f27l9/95, the AARP wrote 

"'------T that the balanced budget Congress passed and Clinton vetoed "would reduce the average annual rate of 
J growth of Medicare benefits to 7.0 percent." The letter went on to state "the president's plan would reduce 

. " Medicare's growth rate tQ 7.8 percent." For Bill Clinton to claim that a 7 percent increase in Medicare is a 
devastating "cut", while a 7.8 percent increase in Medicare spending allows him to "proteCt" the program is 
not only absurd, it shows Clinton has no regardfor the truth. 

Yet it's not enough for Clinton to scare seniors with his falsehOOds. He went on to claim Bob Dole had "voted 
against student loans." Wrong again. The balanced budget Congress passed and Clinton vetoed increased 
funding for student loans from $24 billion today to $36 billion in 2002 - a 50 percent increase. According to 
the Congressional Budget Office, these are the exact same levels that would occur under President Clinton's 
student loan policies. 

Somehow Bill Clinton seems to get!away with these deliberate deceptions. As Senator Bob Kerrey (D-Neb.) 
has said; "Clinton's an unusually good liar. Unusually good" (Esquire, Jan., 1996). But the American people 
are a lot smarter than Bill Clinton gives them credit for. The truth will out. lUld come this election day, 
November 5, the American people will choose a leader whom even Democrats describe as a "man of his 
word" -that man is Bob Dole. 

IMain Street INewsstand INews Release Index I 
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.STX 

. x 	X x proposing. 

Now, you've got three things here. You've got the Dole-Gingrich

plan, you/ve·got this plan, which iQ a retraat from that, and then 

you've got the Dole plan, which is much~ much worse. 


When they had $270 hillion cuts., they ·had to have very large ' 

increases in premiums, Senator Dole's Senate plan originally proposed 

a doubling of the deduct.ible and benefit cuts. '. ., '. 


'No'4 that. they have gone to a $550 "billion tax scheme, the results 

for Medicare would be absolutely deva.etat1ng, and,you don't have to' . 

ta.ke my word. for it. The American Hospital Association, the catholic 
 )Health Association, the COncord Coalition l .~BusinGS8 Week," "Time,W . 

"NewsweeK,a I1U.S. & World, Report, " they've all said the consequences

of-this Dole plan£or Med1care would be extreme. " 


MR. RUSSERT:ButtheConcord Coalition has also said that the 

clinton campaign has aemagogued this issue, that you, in fact, are· 
going to, quot:e, "cut Med1cIlre ll as well. ., . 


VICE PRESIDENT GORE: No. ' , . 

MR. RU~SERT: Recipients would be gett;,tng 7,100 (dollars): unde.+' 


your plan, l.t goes down to 57 (hundred'dolI~rs). Recipients are going' 
to pay.44-50 a tnOnth .... , :1 ..' 


VICE PRESIDENT GORE: (Inaudible, cros~talK.)· _'__ '" 

MR. RUSS~T: The faGt is, some~hing ~~st be done about Medicare. 


and you're tryl.ng to maks!'the' Republlcans t.ne bogeymen, when, in fact, 

, you, are doing something 'Very similar. , 


VICE PRESIDENT GORE: Not true. Not tple. '. ',.'

Firat of all, there are no premium increases, ..' there are no , 


· deductible increases, and no cuts to recip1ents.There are cost 

con.trainte put on providers within the ,coneext of a larger plan that 
does extend ,the 1if60f the Medicare trust fund 10 years out into the' 
future~ .,
.ETX 
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The. dif£eran~e is in their approach, t~ey've raised premiums, and 

theY'vec:ut bene£~ts to recipiente..A:nd th~Y've also proposed .... and 

'We talked: about this the last time I was on~your program -
, 	 .MR. R'OSSl:iRT: Right.. '. ., : , 

VICE PRESIDENT GORE: -- they have pro~osed a two-tier approacb I, 
Ito Me~care that would cause it to wither on the vine. That's the ' 

speaker'S phrase. . ' " 
MR. RUSSERT: But you are limiting tbe:~growth of Medicare. lt/s I' 

DOW growing at ~o percent and,you want e~~educe ~hat to 7 percent a i 

year, 	t~e Republicans about G.8 percent --,) '. ' 
VICE PRESIDENT GORE:'l'hrough Constra1nta on prov~ders. ' on 

providers, not on recipients.' ' . ,. \ 

MR • RUSSERT.: Let me show you something the president said last 
year, speaking to the American A880c1&t10n~of Retired People.. _ \ 

, (Begin taped segment.) " - , 
~ PRES. CLINTON: Only, in Washington dp p'eople believe that no one 
/can get by on twice the rate of 1nflation_,1f (Laughter.) , So when yo~. 

';' 

", 
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"hear all this business about cuts, lee me • ... let me eaution you ,that'~
that ,is not what is going on. ~ 

, (End taped·segment. ) 
MR. RUSSERT:UThat is not what's goin9' on. II That'l!l the 

prasidant'G own words, and yet, if you watcA a Clinton/Gore
cotnIru!ircial, you hear "cut, cut, cut." In !;a.ct, both parties are 
trying to say, "Medicare oan't ~row at 10 percent 'a year. We will go
bankrupt. We have to do Bometh1ng, tt you're, both try~ng to do 
something, and the differences are incremental··, . . 

VICE PRESIDENT GoRE: That's not ,correct, Tim-
MR. RUSSERT:· -- and che pres1denc just said we shouldn't use the 

word "cuts." 
VICE PRESIDENT GORE: With all due respect, it's not corrf!!ct. ' 

Where our plan is concerned -- that's what he was, talking about. ' 
You'ra trying to make it appear that there·are minuscule differences 
between the two approaches, and there are huge differenoes bet~een the 
two. approaches. . _ . . . 

We want to save Medicare. Wa will save Medicare. They're - - .' 
Senator Dole ha.e bragged this yea.r-about the tact that he was one of 
only 12 people. to vote against ereating Me~1care in the first place.
He s&id he lcnew that. it wouldn"t work. Wel~,. it has worked and it 
will continue to work. . -; . . . . 
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~e has proposed, along with Speaker G~~grioh, a fundamental 
redesign ot Medlcarethat would have 'one system for those who are WQll
off and another one for the rest of the eo~try that would wither ~n 
the vine. He proposed doubling the deduct:i:ble. ' . 

If the Dole plan had been enacted, if .. their shutdown sc::heme had 
worked, the average couple on Medicare would ha.v~alrea.dy, today, been· 
paying an extra S266 per year. Also, over t;he ll.fe ;.,- over che course. 
of their. plan( an extra $1,100 per rear. ~" . . 
. 'The AmerJ.can Hospital Associat on raised the que1Stion of whether 

it could have caused the closing of ?OOho~p'itals around the country. 
--~-7 The AARP, which 8upportttd our plan ..;. - Guppqrtec our plan - - said their . 

/ plan would devastate Medica.r~.. .' . : ~ , JNow,'ther~ts all the difference J.n the:.:world in the~e t~o 
approaches, and the fundamental reason for ~t -. there are two 
reasons. Number one I Senator'Dole doesn't believe in Medicare -- I 
personally don't believe that. I know thAt': in a pol!tiCAl 6eaeon, 
they will try to ao.£ten that, but he's braggedahout. "';o1;.ing a.gainst
its creation in the first place, and the se'cond reason !s they are 
wedded to thil!l$S50 billion risky tax schem.~ that would mandate deep,
deQP cut. in Medicare and in defense. .i, 

MR. RUSSEltT:· Bottom line, Mr- Vice Pr¢sident. If you're re
elected, you. will have to do something about. Medicare. You cannot let· 
it continue ~o grow at 10 percent. You may. have to raise the 
recirement a~f!!, you m~y have to increase premiums, you may have to 
reduce benefl.;ts. correct? .. ;"...

-VICE PRESIDENT GORE: TJ.m, we have put;.iout a bud.get plant' 8. 
b,ala.nced budget plan, thac pro~ectg the invesstments in the future and 
that extends the life of Medicare out 10 y~arB into the future -

MR. RUSSERT: . But you shift money from-fone account to another an4 
incre.ase the deficit $50 billion by doing it ~ . 

, VICE PRESIDENT GORE: No. no, absolutely -- look, it's ,a<.b;,lanced
budget plan l verified, certified by the congression&l Budget Office, 
thatprotec~B Medic~re, also Medicaid a.nd investments like education 
and..the env~ronmQnt. 

. 
and. extends th"" life o't th8 tru,gt fund .. . ~ 
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October IS, 1996 

MEMORANDUM FOR LEONPANETIA 

FROM: GENE SPERLING, CHRIS JENNINGS, BItL WHITE 
CC: ALEXIS HERMAN 
SUBJECT: PHONE CALL TO AARP'S HORACE DEETS (202) 434-2305 

BACKGROUND: 

On Sunday, the Vice President was being questioned about Medicare on "Meet the Press" and 
said, liThe AARP, which supported our plan -- supported our plan-- said their (GOP) plan 
would devastate Medicare." AARP, which never explicitly supported our plan, raised 
objections with the VP's remarks and his use of the word devastate. Yesterday, AARP stated 
they would be sending a letter to the VP objecting to the·mischaracterizatioil, and forwarding 
a copy of the letter to the DolelKemp campaign. . 

Last night, Chris had a number of frank conversations with AARP's Marty Corry. We 
remindedAARP that they had used the word devastate (attached). As a result, they have 
dropped their critique of the VP's use of devastate, and have backed away from releasing a 
letter until after Horace Deets (AARP's Executive Director) and you have had a conversation. 

TALKING POINTS:. 

. . 

o 	 I am calling regarding the Vice President's remarks on "Meet the Press" on Sunday. 

o 	 We regret the Vice President appeared to mischaracteriie AARP's position on the 
President's Medicare plan. We understand your concerns, but we want you to know 
the reference was unintentionaL 

o 	 The VP was simply trying to say that AARP -- like us -- strongly opposed the 
Republicans' seriously flawed policy changes AND $270 billion in Medicare cuts, . 
BUT had not opposed our Medicare reforms in the Health Security Act. In fairness, .. ' 
your past policy statements have used words like "devastate, unfair, and drastic." 
[Leon: They did' riot oppose the Health Security Act.:.- and in fact supported the 
Mitchell plan we endorsed -- because our Medicare savings were reinvestment in 
prescription drug and long-term care coverage]. 

o 	 I do realize that his comments were not clear, and I assure you that I will talk with the 
President and the Vice President to make certain that future statements do not misstate 
your position. 

o 	 Horace, it would be extremely upsetting. to us if you sent out a letter on this issue. If 
you release a letter a day before the debate, the GOP will use AARP's good name to 
defend the Republicans' political rhetoric. The way to handle concerns such as those 

. you raise are though conversations like these. 

NOTE: If AARP insists on issuing a letter, you should demand that a similar and 
simultaneously sent letter goes to Haley Barbour to critique his distortion of AARP's position 
on "cuts,1I (See attached). 



.. POINTS ON THE CONCORD COALITION'S STATEMENT ON THE VICE PRESIDENT'S 

REMARKS ON MEDICARE ON NBC's '·MEET THE PRESS, OCTOBER 11, 1996 


'TUE VICE PRESIDENT SAID THE FOLLOWING. ON MEET TIlE PRESS: 
• 	 "When they had $270 billion cuts, they had to have very largt: increases in premiums. Senator Dole's Senate plan 

originally proposed a dOl.lbling of the deductible and henefit cuts. Now that they have gone to a $550 billion tax 
scheme, the results for Medicare would be absolutely devastating, .and you don't have to Lake my word for it 
The American Hospital Association, the Catholic Health Association, the Concord Coalition, 8usiness Week, 

. Time. Newsweek. US News & World Report, ·they've an said the eon~cqucnccs of this Dole plan for Medicare 
would be extreme." [Meet the Press,IO!l3/96] 

, 	 .' ~ . . ".' 

THE CONCORD COALITION HAS REPEATEDLY STATED THAT DOLE'S UNSPECIFmD 
DISCRETIONARY CUTS ARE NOT CREDIBLE AND THAT HE WOULD HAVE TO. CUT . 
F.NTITLEMENTS (SUCH AS MED{CARE) MORE: While it is true the Concord Coalition did not explicitly 
mention Medicare as one of th~ programs Senator Dole ·wollld have to cut further to pay for his risky $550 billion 
ta..~ s);oerne, the Concord Coalition has repeatedly made clear thlltpole's cuts in discretionary spending are not ' 
credible, and wuuld lherefore require additional cuts in entitlement programs, explode the deficit; or both: 

• 	 The Concon! Coalition Stated That Dole Would Not Tell Voters About His Painful Cuts Until After The 
Elec:tion:"The Dole people win mainLain with straight faces from nm,v until November that the necessary cuts 
will beanonymolls, painl~')s reducriom: that will not affect you or anyone you know.!' [Mallha Philips. Executive 
Director, The Concord Co~lition, New .Yor£ Tinv.s,IV211196j 

• 	 The Concord Coalition Clearly Wrole That Dole's Plan Would Not Work Without Deeper Entitlement . 
Cuts. "Cari't Wl: ofT.~et any revenue loss by 'cutting federal spending? Possibly, but not by follo\.villg the Dole 
.Plan's strategy, which promises to derive nearly a,I1 the needed ~avings fTOm unspecified cuts in "discretionary" 
outlays. II [Concord Coalition, Facing Facts Alert #21, 8/16/96] 

t 

• 	 The Concord Coalition Wrote That Dole's Plan Couldn't Work Without Deeper E.ntitlcmcnt Cuts. 
"Congress would have to slash this: [domestic discretionary] spending while phasing in large ta.x cuts and while 
leaving the vast and still·growing scnior-citizen entitlement edifice (in Dole's words) <off the table.'lr's hard to 
sec how leaders like Dole:and Jack Kemp ... eould square this circle." [Concord Coalition. facins Facts Alert #21,8/16/96] 

• 	 Thc Concord Coalition Stated That Dol~'8 Plan Will Not Work. I!This will not work. it wi/{ blow a 
gigantic hole in the budget and it will set us back Hilher lhan leadl,ls forwnrd ... [Murtha Phillip:;, ABC News, 8/4/96] 

'"'4 

• 	 The CUncordCoaIitioll Labeled Dolc's Spending Cuts "'lmpossib'le" "rThe Dole plan's] proposed outlay 
. cuts are politically if not mathematically impossible." [Concord Coalition. Facing I'acrs Alcn #21,8/16/961 

• 	 The Concord Coalition Wrote That Under The Dole Plan: "most public services to the yoting and poor 
will have to be defunded: entirely." lConcord Coalition, Facing FaclS Alerl #21,8116/96) 

OTHER I:XPERTS AGREE:THAT J)OLE'S.PLAN WOULD REQUIRE DEEPER MF.DICARE CUTS: 

• 	 The Economist. 83% of Economists polled by the Economist magazine ~aid that Dole's plan would not work 
. without deeper cuts in Medicare and defense. [Economist, 1015196J 

• 	 Dole Campaign Ste,ering Committee Co-Chair. Republican Senator AI D'AlUato. "You can't just be 
cutting all of discretionary spending .... I think we're gOima' have to look at .- for eX<1ffiple the COLA increases 
that we automatically give to people who retire and (the) federal retirement system .... You're gonna have to 
look at Medic'lnL.J would ne.ver say it ifI ,"vere: him [Dole] until after the election. No way. No Wfty. 

Absolutely I mean I'm m.>t running this year so 1 can say it and tell the truth." [Don Imu~ Show, 8/12/96) 

• 	 Busill€sS Week: "Where on earth does he come up with that kind of dough... ? from popular programs, such as 
Medicare and environmental protection. But candidate Dole knows it's bad politics to admit that now," [RIJ9/96] 
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NBC "MEET THE PRESS" 

WITH HOST: TIM ROSSER'1' 
GUESTS: " 

VICE PRESIDENT AL GORE 
SUNDAY, OCTOBER l3, 199Ei 


.STX . ' .' 

PLEASE CREI)IT ANY QUOTES OR EXCERPTS FROM THIS !lBC PROGRAM TO "NBC'S 

MEET nm PRESS. II 

MR. RUSSERT: Mr. Vice Presiddmt, welcome bac:k to IIMeet the 

Press. II ,\ ! 


VICE PRESIDENT GORE: Good morning. Good to be here. 

MR. RUSSERT: 'Here are the headlines this morning: "Kemp shifts 

'j' .'tax, slams half-truth; heliats scandals in rad.io addres8. p 

, I want you to listen to, and our viewers listen to, Jack Kemp on 
the radio yesterday. ~, ' 

(Begin taped. segment.) :' 
,MR. KEMP: The words that seem to characterize the ethic' of this 

acimiriistration are worda like "Travelgate, ",",il.gat., II "indepand8nt

coUnsels, II and "poas1blepraa1Ciential pard.ons. II Theile problems add up 


,to a pattern tbat is sad and troubling-to all Americana, Democrat, 
aepublican~ and independents, an arrogance of power,the avoidance of 

rasponalbility, the' habit of half .. trutha. 


. (End t aped segment.)
MR. RUSSERT: Your reaction to Mr. Kemp? 
VICE PRESIDENT GORE: Well, I think it's unfortunate that he 

succumb to the intrigues of the camp within the Dolecampa1gn

which has been urginghim~o take this k1nciof low~road attack. I 

think that's .unfortunate. They pledged they·would not do that, and 

th8¥ just flip-fl,opped on that, and. that' aC!haracteristic,
incldentally, of what Senator Dole has done,pn supply-side economics,
what Ja.ck Kemp did on aff1tma.tiveaction. ' 

, The large questions such as the economic polioy our country

should pursue are ones that Senator D,ole ha~.just camPletalI flip

flop~ed on, and I of ,course now, you're seeing his advisers ust 
pushlng both Jaok Kemp and Sob Dole to do w~at you saw and. eard-

.ETX 
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MR. RUSSERT: Is tbis a slgn of desperation, do you think? 

VICE PRESIDENT GORE: Yes, I do. I rea~ly do. I think that -- I 


think he wouldn 't b8 doing that otherwise. ., . 

. MR. RUSSERT! , But ian' t - - iln' t chara¢~er a fair issula to bring

up? Why can't the R.epublicans say, flListen"Bill Clinton promised,
quote, 'the most ethicalad.miniaerat1on in history,' and it hasn't 
been that. Filegate. Travelgate. Whitewa~er."What'8 wrong with 
those as legit1mate issues? ' 


, VICE PRESIDENT GORB; Well, first of ,all, what Jack Xemp,8~id was 

that these kinas of attacks are beneath Bob,Pole and. they ought to be 

beneath Jaek Kemp also. Senator Dole was a$ked by Jim Lehrer du~ing
the ,firllt presidential debate, okay, here's:your chance in front of a 
hundred million people, are enere any of theae things that you have 

guts to bring up in the debate? And Senator Dole 'said, "Oh, no. 
, no. I'm not comfortable talking about that kina of thing."

And the reason is the 'AmericAn people want to hear about the 
" ' 

" , 

)' . -------,, ' 



~ _.a.-L.,t.\71,Ir'--·" uv·~ .tI~~';J;eve ,na'C·t . 
. VICE PRESIDENT GORE: Well, we've tried, to ju.t cooperate fully

with everythini that his investigation ha.s aj:skad for. We'll continue 
eo do that, and we've tried to kind of sta.y arm's length from the 
criticism of ehat institution. lllitead, wl'.ve tried to coopsX'at.e withit . \". -, 

• But let me repeat, overall this is a pc2ll1t.ically mOJ:1vated 
investigation cy Senator Dole with his campaign chairman "put in charge
of it, GO hearings on Whitewater compared t~ one hearing on Medicare. . 

, ' 
, I 
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"The general counsel was brought into the oampaign~ It's really 
outrageous. . . ' . 

MR. RUSSERT:, Is Kenneth Starr, the independent coUnsel,
litically motivated?· . 

VICE PR~SIDENT GORE: Well,:t triecl to lay ~uat a moment ago chat. 
we believe that the beat approach to that inv8at1gation is to try to 
cooperate fully, gi~ them everything they.ask for. and then, you
know, try to keep kl.nd of arm's length from that. 

.. MR. RUSSiR'I': There have been, in your ,'Opinion, no ethical lapses
in theClintonadminiatration? 

.VICE PRESIDENT GORE: In every adminis~ration in history there 
have been.problems that bave cropped up. There's been no exception to 
that. . 
.ETX 
NBC II MiET THE PRiSS H/GORE PAGE , 
10/13/.96 
.STX 

I will say that I think that 'the ethical standards established in 
this White House have been the highest in t~e history of the White 
House. . 

. MORE 
.ETX 
Oct 13, 1996 13:04 iT 
.EOF 
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Now •• no~, let me follow this up by 8~ying that we have fougpt
hard for c~mpa1gn finance reform. The pre$iaent supported the McCain~ 
Feingold bill, authored -- co-authorea by Senator John~cCain, who is 
a. strong supporter of Senator Dole. SenatO,rCole stopped that 
legislation. There was some bipartisan Bup~ort for it. I ~ill ' 
aoknowledgE! that there was lIome opposition :Ln both parties, but the 
Democratic Party was prepared to go forward and tried to gotorward·
under President Clinton's leadership. The Republioans in the United 
States Senate hela up campaign finance reform. 

And in the House of aepresentativ~g, of course, President Clinton 
went 	to New Hampshire to debate Newt Gl.ngrich a year ago, and they
shook hands publicly in front of a crowd th~r., at the Buggestion of a 
resident who recently pasBed away up there",;' who said, II Why don't you
have 	a biparti'san commission on this?" They shook hanaa. The 
prel!lident appointed his 1n,div;!.duals to the \<=ommiasioll, said, "Let I. go
forward!" ~a the speaker stonewalled, heldback, and playedpolitic:al 
ga.mes ·wl.th l.t. ' . . . " Ii, 	 ,

bd so this whole issue l.S one that we,have tried to address in a 
responcible and vigorous way, and they have:, filibustered it. 

MR.. ROSSERT:But what about the appea..ranee, Mr. Vice· I'resident,
of a $entleman, John Wong, working for a co~pany, Lippo (ep) company,
then Joining the Commerce Department, wherQhe worka on their behalf,
lobbies on their behalf, thin goes over to~the DNC and raises money
from them -- I mean, there's an appearance'~here that does not set . 
well 	with the American public. .' 

VICE 	 PRESIDENT GORE: Well, again,tht!.ire have b••n absolutely no 
violations·of any law O~ ~agulations, and there -- there is nothing
that 	has been· donc that I s wrong. .,;; 


MR. RUSSERT: Knight-Ridder said that you visited a 

representative of the Lippo (sp) Company inj'a hospital room on behalf 
of the president. Did YOU? 	 . 
· ETX ":\ 
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. VICE PRBSIDEN'r GORE: No, thac's not t'rue. 
MR. RUSSERT; Never happened? 
VICE PRESIDENT GORE: Never happened. 

MR. Rl1SSERT: Did you, --, :, 

VICE PRESIDENT GOG: What did they say

MR. RUSSERT: .• did you have any meetings with the Llppo (sp) 


Company officials ~.. ,:, 

· VICE I'RESIDENT GORE: No. 


MR. R'OSSERT: -- or investors ·in Lippo\,' (sp) Company - 
VICE 	 PRESIDENT GORE: No. ,
MR. RUSSER'r: -- who were involved in this? 
VICE 	 PRES!DENT GORE: I rem8l'1'1.ber when that thing came out. I 

said, "What in the world.. i& this? II There' sabsolutelyno truth to 
t.hat 	whatsoever. · . I clon' t know. .' 

MR. RUSSERT:If you could change the law, would you ban foreign
nationals from giving c:ontribut~ons to American political campaigns?

VICE 	 PRESIDENT GORE: I thl.nk there are a lot of ~hang.s in the 
c:&mpai~n finance laws that ought to be exam~ned. I. think that a . 
bipartl.san comm.ission. ia;a good idea. We have fought for it iimi we've· 
fought for our own campaign finance reform bill, and. all these ideas,
ought to be con.ldered. . i .. · ' 

MR. RUSSERT: Now, Newt Gingrich yest8~day said that based on 
some of the policies of t.he Clinton adinlnist,ration - - this is a quot.e.
launder the Cl1neon administration., you can c::!omll to America illegally,
sneak into the country, announce that you'reHIV positive, be declared 

'f 
I 

I', 
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'. a political refugee, a.nd be eligible for $120,000 in health benefits. 1I 

. VICE PRESIDENT GORE: ·Well -- .. 
MR. RUSSERT: Is that fa~tually true?,
VICE PRESlDENT GORE: I. don't beliGveit is. The·· but, you

know, Speaker Gingrich has -. when he got his chance to run the' 
Congress, he shut 'down the government, tried, along with Senator Dole, 
to push past the American people an agenda that included man~ 
extremist measures that would. have devastated. Medicare, that would 
have ended the nursing home .tandardl~ wou14 have eliminated the 
guarantee of health care to poor children. . . . 
•BTX . " 
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. Then he came on your program several m~mth8 ago, afte.r the Dole
Gingrich budget was transformed into senator Dole'S campaign proposal 
-- the central issue facing the co~ntry, where is the economy going -
and he said that he and Senator Dole would have that budget verified 
by the congressional Budget Offioe. They called upon us to do that 
lastysar, and we complied wit~ their reque,t, and the congressional
Budiet Office, nonpartisan, aal.d., IIYour budget is in balance ",hile it 
p:r;otects these important investments. ,i.

MORE 
.ETX· 
Oct 13, 199' 13:05 .ET 
.!OF . 
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"x x x investments. 

Then, when he put out his proposal, senator Dole has refused to 
verify it. They keep saying, "We trust the American peopll8. II Rona.ld 
Reagan used to say. "Trust, but verify." ,

Now, I would like to, on this pregram.,:tociay, formally call upon 
senator Dole to submit his budget plan to the Congressional Budget

Office and ask for a . response before the eleet:.ion~ '. 

, Speaker Newt Gingrich said --' I'absolu~~ly, Ii was t.he word he used 


, -.. that he would do that, on this program. . 
Now, Mr. Kemp 11 on one of the other :programs this morning. I 

hope t~at he will accept this challenge to verify their budget plan. . 
Mr. Gingrich is on one of the other programs this morning. I hope he 
will be asked whyhaa he broken his pledge to submit Senator Dole's 
budget plan to the Congressional Budget Office to have. it verified. 


'MR. RUSSERT: Why don't theI)emocrats introduce his' plan, the 

Dole plan, as a formality and ask for a CBO estimate? 

VICE PRESIDENT GORE: well, Mr. Gephardt, Congressman Gephardt
and Senator Dasehle, asked the eso, and th,·CBOsaid that it would' 
have to be introduced as a plan by someboaywho supported it so that 
it woula be eligible to be verified.' .. 


. And you asked'Speakel;' Gingrich, IIWillyou do that?" Speaker .. 

G~ngrieh said, "Absolutely. We'll do that: YOu can count on it." 

Well? ' 


. You know, remember this, Tim: Th~ rea.E!on the government was shut' 

down twice was partly because of their demand that the pre8ident's 

budge~ plan be verif1ed by the CBO, the Co~e.sional Budget Office, 

as being in balance. They dia not reopen the government until tbe CBO 

sa.id, "Yes, the president'S plan is in balance." 

Now that their plan ispresente'd, theY're refusing to take their 
own advice, refusing to live up to their own pledge.

Now, let 'me cut through this. There's no secret why they have 
refused to try and verify it, because thei~ numbers do not add up.
They do not. even come close to adding up. ;: . 
. ETX . .
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Sena.tor I)ole' a J?lan would blow a hole ';in the deficit, a huge hole 
in t.he deficit, driv1ng up interest rates, 'driving up car payments,
driving up home mortgage payments, stalling. out the recovery, throwing 

us back into rece••ion. raising .unemplOymQ~t' ana causing much, muoh 

deepe~ cuts in Med~care and Medicaid, e~uca ion, and the environment 

than·were caused even by the Oole-Gingr~ch. lan of • year ago.


MR. RUSSERT: I want to get to Meaica~e and the budiet, but le~ 

me just close up this who~8 ethical questi9n. It'. not Just 

Republicans who ,have been concerned about l,t. I want to shew yoti a 
tape of Ross Perot earlier this week in San FranCisco, making & 
comment. 

(Begin videotaped segment.),
M~. PEROT:· Can y~u believ~ that we h~~e a. president whc haa a' 

, 

j' ' I 
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"number ofas.ociates who have gone to jail on finanoial issues tha~ he 
was. allegedly connscted to, and hs will not loo~ the American people
in the eye and sa.y, "If you. re-elect me as presl.dent, r will not use 
that power to pardon my friends, because if I don't, they're going to 
talk about me a.nd do a plea bargain R? :j 

Now, is it -- let me ask you, is it a~~ing too much of the 
pr.8iden~ to promise that he won't do that? I hope not. I hope not. 
(Applause. ). 	 . . 

(Bnd 	videotaped segment.) '. 
MR. RUSSERT: Is it asking too much of the president to saf f

"Listen, no pardonS! for anyone who could possibly implicate me lon 
these matt.re ll ? . ..':;. ." . 


. VICE PRESIDENT GORE: Senator Dole suggested on national 

television that the' only proper rssponse by.. pre.sident Cl'1nton to that 
question would be, "No commant, II ana that.· 19::-- and the president took 
him up on that suggestion.,.: 
. The president feels that it's improper ...to say yea or nay before a 

quel!ltion oftha.t kind is even presented 7 - , . . '. . . 
MR.. RUSSERT: But there'!! a perceptlon ,the presl.dent l.S dangling

pardons -. 	 . . 
. VICE PitESIOENT GORE: well, that's why he said, nNo comment. I. 

MR. ROSeERT: in order to silence p,ople.
VICE PRESIDENT 

a_ 

GORE: He said, IINo cOllUl\antl! _M well, that's not 

true. He said, "No comment. II . . 


MR. RUSSEIiT: Are you concerned that. if re-elected, the second 

term 	will be just riddled or saddled with. ethical problems an~ 

. investigations? . 	 . 
.ETX . 
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VICE PRESIDENT GOR!: Absolutelr not, because what you're. seeing
with 	this five-year, .politically mot vated investigation by the • 
D'Amato committee and Sanator Dole and this whole cottage industry, . 
you would see them lose their motivation to continue spending millions 
of dollars on this. The. whole purpose of it has been their effort to 
try to defeat Bill Clinton for re~election. That's been the whole 

purpose of it. Once the election i8 over,~f we are successful - 

knock on wood ~hen they will lOle that ~tivBtion, and you'll a8e 

the whole. thing 

_a 

JUBt witn~r on the vin., as Speaker Gingricb laid he 

wanted to do to Medicare. 	 , . 

MR. ROSSERT: We have to take a quick ~~Qak. We'll be back and 
talk 	about Med1c::are, education, and some other issues. We' llbe' back 
with 	more of Vice Pre.aident Al Gore, right after this. 

(Announcements. ) 	 '. . 
MR. ROSSERT: And we're back on ftMeet the Press" talking with the 

vice 	president of the United States, Al Gore. . . 
Mr. Vice President~ a big debate,in th~s campaign about Medicare, 

and we've talked about 1t a lot on thls program. I want to show our 
viewers a comparison between the Clinton plan and the Republican plan.
Lilt me put it up on the ag&-••n· here. .' 

currently, the average Medicare r.cipi~n~ gets $4,.00. In the 
year 	2002, unQar the GOP plan, the Republlcan plan, they ~et 5,800
(dollars), under the clinton plan, 6,300. (dCi:)llars). If nothing was 
done. the ·average recipient would get, 7, 100 :~(dollars) . 

Monthly premium., money OUt of the pocket, they now pay 42-50 
($42.50), under the Republican plan, as-go, under the clinton-Gore 
campaign - - plan, $ 77. " ;,. . . 


My purpose in showing that is that the~~ has been a similarity, 

n effect, between Clinton and Gingrich and;the ~epubliea.ns in tryl.ng 

http:epubliea.ns
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-to deal with Medicare. You both are going to limit the growth, you
bot.h are going to increase premiums, but 'to the public at large, all" 
they have heard from the Cllnton/Gore camp~1gn i8, "RepUblicans want 
to cut Medicare ,and we want to save it. II .~: .,. __ • 

The fact 18 you're both trying to limit the growth.in Medicare, 
as evidenced 80 clearly by those numbers. : . 

VICE PRESIDENT GORE: No, thole numbers are unintentionally
misleading, Tim. Let me explain to you why. . .. 

What you have put up therei. not Senator Dole's Medicare plan.
What IOU put up thereWiis the Domenici budiet that emerged after the. 
negot ations, after the shutdowns, their f nal offer - 

MR. RUSSERT: supported by Senator DO~e. .. . . .
.STX ... 
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VICE PRESIDENT GOR!: Well, no, because here'e the difference. 
You know, what's the size of the tax cut iq the budge; plan tbae those 
number. come out of? one hundred and twen~-two bill10~ dollar•. 
see, Senator Do~e has.a buaget plan that h~s a comb1nat10n otq~ts and 
raises -- ca.ll 1t a rl.sky tax schem&; I think that' san accurate· 
description. But instead of $122 billion, he' s proposing $550 . 

1".b111ion, four and .. half ~imea as much. . . 

Tnose premium increases and.benefits q~ts that are associated 
with the final thing that they put on the table in the Senate, that'8 
not representative at all of what senator O,9le is proposing.

MORE . i 
.ETX 
Oct 13, ,1996 13:05 ET 
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x x x proposing.

Now, you've got threetbings here. You've got the Dole-Gingrich


plan. youlve got this plan, whioh is a retrsat from that, and then 
you've got the Dole plan. which 18 much, much worse . 

. When they had $270 billion cuts, they·had to have very large
increases in premiums. Sanator Dole'l senate plan originally proposed 
a doubling of the d.duc~ible and benefit cuts. .. 

. Now that thay bavegone to a $550 billion tax soheme, the results .).

for Medicare woul~ be absolute~y devas~at1ng, and you don't have eo .. 

take my word for l.t. The Amerl.canHosp1tal Association, the Catholic 

Health Association, the concord Coalition, .\'Buain088 Week," "Time, II 


"Newsweek/ " "U.S. &: World Report," they've all said the consequences

of this Dole plan for Medicare would be ext~eme .. 

. MR.. RUSSERT: But the Concord Coalition has also said that the 

clinton campaign has demagogued this issue, that you,in fact,are
going to, quote, "eut Medicare" as well. . 

. . VICE PR.2SIOBNT GORE: No. . . . 

. MR. RUSSERT:Recipients would be gett!:;ng 7,100 (dollars): undel' 


your plan, it goes down to 57 (hundred aolLars). Recipients are going 

to pay 44-50 a month -- . ;1, 


VICE PRESIDENT GORE: . (Inaudible I eros/iitalk.) ,. "_'1" 


MR. RUSSERT; The fact is, something ~aBt be done about Medicare. 
and you're trying to make 'the'Republicans t,ne :bogeymen, when, in taot;, 

you are doing something very similar. ..' . 


.VICE PRESIDENT GORE: Not true. Not ~e. 

First 'of all, there are no premium increases, there are no 


deductIble increases, and no cuts to rec1p~ents. There a~e eost . 

constraints pUt on providers within the context of a larger plan that 
doe, extend the life·of the Medicare'trustfunci 10 years out into the 
future. .
.EIx .~ 
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The difference is in their approach, they've raised premiums I . and 

theY've eut benefi~s to reeipie~te. And th~Y've also proposed .- and 

we .talked about thl.s the last tl.me I was on ',your . program -

MR. R'OSS~RT: Right. . .. : 

VICE PRESIDENT GORE: _. they haveprol?0sed a two-tier approacb 

to Med~caZ'e that would causa it to withe.r o'n the vine. That' iii the .. 
speaker'S phrase. .. . 


MR. ROSSERT: But. you are limiting the?~growth of Medicare. Itt s 
 f now growing at ~9 percent and,you want to ~~duce that to 7 percent a 
year, the Republl.cans about G, 8 percent - - ,: 

, VICE PRESIDENT GORE: Through oonstraints on providers. On 
providers, not on recipient.s. .. . ., . .. 

. MR. ROSSERT: Let me .show you something the pr•• ident said last I, 
year, speaking to the AmericanAlilliloc1a~ion'of Retired People. . 

(Begin taped segment.) ..,' .. 

PRES. CLINTON: Only in Washington do ~eople believe ~hat no one 


get by on twice the rate of inflation. :11 (Laughter.) So when yo". 
~' i' . 

. ("", 

, I 

I 
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hear all this business about cuts, let me •• let me caution you that 
that is not what is going on. ...(ind taped segment.) 
. MR. RUSSERT: II Tha t is not what' 8 going on. II That' Ii the 
president's own words, and yet, if youwatt;:ll a Clinton/Gore
cOml1\t!lrcial, you hear "cut, cut, cut. II In t~ct, both part.ies are 
trying to say, ItMecUcare can't ~row at 10 percent a year. We will go
bankrupt. We have to do somethl.ng, n you I re both trying to do 
something, and thedifferenoes are incremental -~ . . . 

VICE PRESIDENT GORE: That's not correct, Tim -
HR. RUSSERT: -- and ehe preaidene just said we shouldn't u!le the 

word. II outs. 11 . 

VICE PRESIDENT GORE: With all due respect, it's not correct. 
Where our plan 19 concerned -- that's what he was. talking about. 
You'ra trying to make it appear that there 'are minuscule differl!lnces 
between the two approaches, . and tbore are huge differences between the 
two approaches. . .' . 

We want to save Medicare. We will save Medicare. TheY're~
Sen~tor Dole haa bragged this year 'about the fact that he was one of 
only ;2 people. to vot~ against creating Me~.icare in the first place.·.
He sal.d be knew that l;t woulc!n' t work. Wel~ t. it has wox-ked and it 
will continue to work. :,...

. • ETX . " 
NBC "MEET THE PRESS" /GORE PAGE 15 l; 
10/13/96 
.STX ,~ . . 

~e has proposed, along with Speaker G~~grich, a fundamental 
redesign of Medicare that would have one sYfitem for those who are wall 
o~f and another one for the rest of·the co~~t6Y that would wither on 
the vine. He proposed doubling the dedu.ctfble. 

. If the Dole pla.n had been enacted, if their shutdown scheme had ,
worked, the average couple on Medicare would hav~ already, today, been 
paying an extra $268 per year. ~lso, over the ll.fe -- over t.he course 
of their plan{ an extra $1,700 per year. .".: .. . 

The Amerl.can Hospit.al Associationral.sed the questl.onof whether 
it could have cau.ed the. closing of 700 hOElPitals around the country.
The AARP, which supported our plan -- suppqrted our plan -- said their 
plan would devastate Medicare. :: . JNow, there'a all the difference in th~'world in these two 
a.pproaches, and the fundamental reason for ';it -. there are t';o 
reasons. Number one, .Senator Oole doesn 't jbe11e"fI in· Meaic~re _.. I· 
personally don't believe thlilt. .I know thAt'~ in a. political season,
they will try to sO,~ten that, but he'S bragged. about. ,;ot;1ng against
it.s creation in the first place, and the se;cond reason is they are 
wedded to this $550 billion risky tax scheme t.hat would mandate deep,
d~u.p cuts in Medicare and in defense. I" . . . 

MR. RUSSERT: Bottom line, Mr. Vice pr~sldent. If you're re
elected, you will have to do something abouti, Medicare. You eannot let 
it continue ~o grow at 10 percent. You maY,have tora.is.the 
reeirement a~e, you may have to increase p~emiumB, you may have to 
reduce benef1ts , CQrrect.? 1:, 

. VICE PRESIDENT GORE~ Tim, .we have put:,;out a budget plan, a . 
balanced budget plan, that pro~ects the investments in the future and 
that extends the life of Medicare out lOy~arainto the future -

MR. RUSSERT = . Bue you shift money from,lone account. to another an4. 
increAse t.he defl.c1t $50 billion by doing it. 

VICE PRESIDENT GORE: No, no, absolute'Iy -- look, it~ •. a".b~~anced 
budget plan, verified, certified by the Congressional Budget Office, 

t proeec::ea Medicare, allo Med.icaid and i.~vestments like education 
the environmant', and extends the life o~ the trust fund. 

" j 

'.' 
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. since Medicare was enacted in 1965, February of 1965, there have' 
been 23 times when there have had to .be adj;ustments to keep, .i.t _o~
track •. That will happen again. We have 10, years in w1i'ich'to do' that,.

Will a bipartisan. commission pl~y a role inhelp1ng to )teep it on 

tra.ck? Of course, and we've sa10 that. ..~ 

'But you c~n/t have this kind of commi~sion approach in the . 

context of a $550 billion tax scheme that~uld tie the commission's 

hands and give them no realistic options for making the kind of . 
sensible adjustments that. have always beenneceillary to keep· Medicare 
on track. . 

.ETX 
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MR. aUSSERT: Medicare will go broke in five years, and something 

must .be done. Social Security. - - . . . 

•VICE. PRESIDENT GORE:. No, no, let me ~orrect you on that. The 

pres1dent's plan extends 1tout into the future for ,10 year8~ 


. MR.. RUBSER.T: That hasn I t been passed., " .' 
HORE 
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X X x passed.
VICE PRESIDENT GORE: Well, we -_ . 


. MR. RUSSERT ~ Something must be done. : 

. VIc,s PRESIDENT GORE: I predict that it will l:>e.· 

. MR. RUSSERT: social Securityi. alao going to be a problem as we 
. retire, ,our generation, •in about ~o years ",),- more ~nd more people
entering that system, l1mited resources. The pre81dent gave a little· 
small, sneak preview of what might happen Qn Social Security in an 
interview in IlMoneyfl magazine. Let me show. you that graphic there .. 


Hesaid, "We're going to have to do something II - - tbis is about 

social security -- "we've made a minor adjustment in lowering the 
annual cost-of-~iving increases for Social security benefits about 
3/10 of a percent. There might be some agreement on whether we could 
accelerate the planned incraase in the retirement age a little or 

. whether it would be raifiled more for the people who are younger,· like 
me. II 


VICE PRESIDENT GORE: Well, you'll notice -. 

MR. RUSSERT; What's going to happen to Social Security?
VICE PRESIDENT GORE: You'll notice in the quotation, you had 

three dots in tbe middle of that quotation.: That's the universal 
symbol for identifying large chunks of the c;tU0tat10n that are left out 

MR. RUSSERT: Oh, that was not taken aut of context. That's a 
very accurate representation.,· .. , . 
. VICE PRESIDENT GORE~ , well, let me tGal,l I'ou what's •• one thing

that's missing, and I ~now it's not an inten.t onal misrepreaentation:

I'm·not saying that. But one thing that is missingie the president· 

was 8.aked about this idea of a oommission apd was asked to specula.te

. on what kinds of subjects wouldb& fit subjects for such a commission 
to look at.·, . . 


The retirement age on Social Security~has already been increased 

by action taken back inth8 early 1960s -- ,

.ETX 
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MR. RUSSERT: 'But it's fair ga.me to saf it· could l:>e.accelerated,
in light ot longer life expectancy. ' 

VICE PaESIDENT GORE~ what a commi88iQn might consider is a 
purely hyPothetical ~est1on. The fact is that Social Security ia on ta sound footing for almost 30 years into th~ future. We have plenty
of time to make -~ and, aga1n, just as with Medicare, over the 
lifetime of t:.he Social Security 8yatem,ther~ have regularly been \'
adjustments that take into account. demographic changes and other 
thinga that change f:;-om time to time. ;. . . [~

The retirement of the baby-boom generation, you and'me and our I:cohorts, will cause changes in the demographics of the people paying
in versus the people drawing out. Some of the ohan$es to account for 
that have already been programmed into Social Secur~ty, and if more 

needed 20 years from now, 10 years from.now, we'll do it. 
MR. RUSSERT: Ten years from now, everY nickel, every nickel in 

'.'" .. 

I 
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-the.federal Treasury will go to Medieare,'$pcial Security, MeQicaid,
and pan.ions, if we do nothing. You are willing to acknowledge that 
we are going to have to change Medicare and Social Seeurity for those 
two systems to survive? . ,: 

VICE PRESIDENT GORE: Well, first of a.ll, the president has put
forward a balanced budget plan. We haver~duc.d the deficit for four 
years in a row. We, promit;8d to cut it by 50 percent. We'vagut it by
bO percent. We are going to balance the budget, and we will do so in 
a way. that protect. Medicare, and Medicaid and the important ' 
investments we have emphasized, which aJ:e- $0 important to building
that bridge to the 21st century that We talk about'so much. We think 
that is important. and we',ll do BO in a war'that makes certain that 
the entitlement issue i8 adCireStaed reapons bly and. that the social 
Security and Medicare systems are protected. ' 

MR. RUSSERT: We have to take another· quick break. We'll be back 
with more of our ai.cu••ion here with Vice President Al Gore. the 
Democra.tic candiaate for vice president I a~:ter this. 

(Announcements.)...' 
MR.. RUSSERT: More on "Meet the Presal'. right after this station 

break. More' of Al Gore. . : 
(Announcements. ) '11. ' , ' 
MR. RUSSiRT: Mr. Vice President, in ~tte last preeident1al

debate I a lot of people were confusecl a):)ou~' President Clint-en' iii " 
comments on education. He haa always 8aid:~e was against vouchers, he 
was against providing p@opla a chOice of gQing to pUblic •• public or 
private school and funded by the 9'overnmen~i' Let me show you a tape
from President Clinton's debate performance. . 
.ETX 
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(Begin videotaped segment.) . 
, PRES. CLINTON: If we're going to hav,;!a private voucher plan,
that ought to be done at the local level or', at the sta.ta level. If a.' 
local school .district in Cleveland or any place else wants to have a 
private school ehoic~,plan like Milwaukee did, let them have at it. 

(End videotaped segment.) • ' 
MR. RUSSERT: So if a city or a statea'want. to have a ,voucher 

IYlt~m where people would go to a private Qr public school and-it 
would be f:unded by the government, you havt:ijno problem, according to 
the president..c' ',~",

VICE PRESIDENT GOlU1: . We.ll, what he me.ant was that local 
governments that have submitted this to a ~eferendum have se~n them 
defeated every time the votere have had a'chance to vote on 1t and to 
speak on it. In Bome communities, you have seen totally private,
nongovernmental funds used .to set up !1 voucher system. Tha,1;- is fine. 
There's nooonstitutional problem, there's ~o problem with 1t. 

But we are opposed •• let me make it claar· - we are opposed to . 
siphoning public funds away from public SCQ,oOls in order to finance 
private schools. . ~:' 

MR. ~ RUSSBRT:, That I g not: the impressiqz,. the president left. . 
, VICE PRESIDENT GORS ~ Well, if you goc:, a different impression

from that, it was not intended. Wado not support the use of public
funds in ways that siphon them away from pqblic schools. 

Anc! the reason why ia 90 percent of tlt+ Bohoolchildren.~~n .America 
go to public school•• and we n••d to strengt.hen and lift up our public'
school system, re9pecting and highly valuing the private schools that 
exist· ·in th. country and playa tremendous ~clQ, , . 

'But where public funa~ are concerned, ~hey ought to J:la going t() 
IU~~.~C schools, the education budget that comes from publ1c funas. 
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. MR. RUSSERT: Minister Louis Farrakhan is having a million-man 
march again in New York. on Wednesday. He hal' been, over the last few 

he I to Iraq, Iran' - .. .'~ 
VICE PRESIDENT OORE: Mm-b.mm (acknowlecigement).
MR.. RUSSERT! - - Libya, Cuba. He' s ~nnounced he's going to 

North Korea. 
VICE PRESIDENT GORE: 87. 

MR. RUSSERT: No other Americim citizen could get away with that. 


He'l going to tl),ese countrie. without permission, and yet the . 
administration doss nothing. ,)'~ " 
.ETX ,., 
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,VICE PUSIDEN'I' GORE: Mm..hmm (aeknowle.dgement). 

MR.. RUSSSRT: He keeps his passport.
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x x x passport. ' 
Why i8 Mr. Farrakhan allowed to ~isit tbese kind. of terrorist 

nations without permi8sion and nothing 18 done? ' 
VICE PRESIDiNT GORE: Well, it's my understanding that there is 


an ongoing investigation that was announced by the ap~ropriate

agenciee 80me time ago. I think that is'under investigation -w 


, MR. RUSSERT: But he continues to travel. ' 

VICE PRESIDENT GORE: Well, personally, I beli.v~ that what he 


has clone and said is JURt completely outrageous. He haspromoteci.

anti.-Semitism, he has promoted division between people of different 
racial and ethnic groups, That's un-AmeriC;,an - - , ' 

·MR. RUSSERT: You believe he's anti-Semitic? ,.
VICE PRESIDENT GORE: I believe that be's made comments over the 


years: that'are clearly anti-Semitic. .He has attacked ma for allegedly

being in a conspiracy wich Abraham Foxman of the Anti-Defamation 

League to attack him, and I -- I -- live said over the yearathat I 

think hi. rhetoric is highly inflammatory and, really, he promotes

hatred., , , .' ,I ' 
 • 

MR. RUSSERT: Why not revoke his pa••port?Why allow him to do 
something no other American citizen can do? The suggestion is the 

Clinton/Gore campaign is afraid of alienati~g black voters - 

VICE PRESIDiN'l' GORE: oh, no .. • ,;

MR. RUSSERT: -- 80 you're going soft 'on Mr. Farrakhan. I

. VICE PRESIDENT .GORE: -- no, no, no. ~If I took the opposite tack I 
in answering your question and called for Bome1egal meASure ,bo·be ' 

I 
j: 

imposed, you would sar, IIWell, that's imprQper'becau!e this is a legal i
proceeding where t~e nvestigation has to QPcur and you have to have 
due process and all. that." : 


. There was a.n investigation announced. "I b~lievEi the proceeding

is still under way within the appropriate agencies, and it would be 

improper to have ~omebody in tnemiddle of the campaign say, you know; 

IIWe're going to impose this penalty." That's for th••• that'S to be 
handled. in the prQper -- but I assure you,there's no hesitancy baaed.En .' , 
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on a f.aar of'alienatoed Mr. Farrakhan. 'j've'attacked him for years ... 

or attackedbis rhetoric for years, and what he represents.


MR. RUSSER'l': But you d.on't tklink American citizens gOing to 
Libya or Iran, Iraq, and Cuba is appropriate behavior? . ' .. :' "".,,;0

VICE PRES IDENT GORE: No J I don' t . I • • ..1 

MR. RUSSERT: . Let me turn to foreign pplicyquickty. Bosnia. ,We 
, have been promised·by. President Clinton that on December 20. Americ~n. 

troops would be out of Bosnia. Secretary of Defenee Perry announced 
last week in fact there'll be 7,500 American. troops at least on the 

'ground spring of ' 97. . I, 

Now, you can say there are two different missione, but the bottom 
line 1& the presiden~ promised American troops out of Bosnia, and now 
theY're going to be in Bosnia well into next year.


VICE PRESIDENT GORE; Well, there are ,t'Wo different missions, and 
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the second mission hasn't been accepted ret. The NATO-- NATO has a 
study under wayr1gbt now of the possibi ity of a successor mission. 
We have said that we will review the results of t.he NA'tOstudywith an 
open mind when it iseompl~ted, but our mission i& goin~ to be 
completed. by roughly the end of the year. We always sald it would be 

. about a year. . '. ". .' 
Look at what'S happened there. TheY've had elections. 'The war 

has ended ..There's encouraging movement toward reconctliation. There 
are remaining ~roblems, of course. Nobody Qver thought it would be 
easy. sut there has been -,remarkable. absence of violence, remarkably
little trouble 4uring this mission, and re~ember, Preeident Clinton 
showed the courage to lead not only thia country but, ':by lead1ngthis· 
country, create movement in the whole. rest ,of the world to bring that 
var in Bosnia to an. end, :brou!1ht the parties to Dayton J Ohio, and. 
oitizens of different faiths l.n Ohio fortned;\a prayercirc1e, aohain, . 
all the way around the negotiating site. Only in America could this 
happen, and it8uc~eeded. ' . 


MR. RUSSiRT: Before we go, last weekI teased Vice President 

(.1c) Kemp about his football career. When. I was in Florida, the 
local paper .. -

VlCE PRESIDENT GORE: Oh, no .. 
MR.. RuSSEltT: _.. did an analy~is of your athletic career -- "This 

VP is no MVP.II 
. VICE PRESIDENT GORE! (Laughs.) :'( 

MR. RUSSERT: 'rhill is what your basketball coach said: "l could 
never get him to throw it up there'nioe an~18asy.1I

VICE PRESIDENT GORE: (Laughs.) . 
•ETX 
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MR. RUSSERT; John Halv.erson Cap), a f:ormar teammate, said, "He 
didn't have at jump. He launched it. Richard LaBelle (ap) said, "AlII 


was nothing special c;m the court, jUB'e anot~er body. II 


. They concluded ~f he didn't have a career in politics, he would 

make a preet.y good bricklayer·, . . . . 

VICE PRESIDENT GORE z (Laughl. ) .'. 

MR. ~USSiRT: Why? Because when the h,,11 left Gore's .hands, i'C 


bounced oft the basket, was quite often liKe & brick playing off the
rim. . ", 


How do you plead? . 

VICE PRESIDENT GORE; These kinds of p~rsonal attacks are 


characteristic of a Sunday talk show in desperation. (Laught.er. ) 

MR. RUSSERT: Az'e you gOing to be stiff for the rlist of .;1),1,8

campaign? . . ,~ . 

VICE PRESIDENT GORE: Well, Tim, howcQuld I b. but otherwise? 

MR. RUSSERT; Mrll. Clinton said if you;are re·e1ected, you will 

do the macarena the day after the election.'· True? 
VICE PRESIDENT GORE: Well, my verBiono! the macal'ena has been 

Bp~eadi~g like wildfire~ As a ~atter of fa~t, ~/ve been expanding my
repertol.re.· with a group of fr1111nds who are As 3. an-Ammricans , I' va ' 
performed the Chinele .long ribbon dance, ve'ry similar to my mac:arena. 
With Borne Dominican-American friends, I did ,the marengue recently, and 
a t the right time, I' 11 demons'erate that fqr you. . . 

MR. RUSSERT~ As we go out, Mr. Vice President, we thank you, bu'C 
let's go out with A1 Gore doing the congo. " 

VICE PRESIDENT GORE: Oh, no! (Laughs.J (Cheers and applause.) . 

END 
ETX 
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Medic'lIe Aiel! 

601 E SlrCC,I. N,W. 
Washinglon. DC 200~9 

Forwarding & Address CorrCClion Rcqucsled 

URGENT ACTION 
MEDICARE ALERT 

See Page 3 for Toll .Free 

Mr. John Q. Sample' VAF 012345678 
Phone Number 

123 Main Street 
Ames, IA 50010-1234 

11111.111 •• 11111111111111111.11111.1,,11,,1111111111111.111111 

Dear Mr. Sample: 

As we enter a new year,' the President and ,the Congress are still locked in a major debate over 
the federal budget, particularly Medicare. At stake is how much vau will pay in Medicare 
premiums, YQ1!I choice of doctor, and the quality of vour health care. By speaking up now, 
you can still affect the outcome of this debate . 

. Like Social Security. Medicare is a linchpin of financial security for older· ·Americans and their 
families. It is irreplaceable -- the only really affordable hee.lth insurance plan for ·millions of 
older Americans. /"" 

But some in \Vashington still.want to make cuts in the progr,arh "'- as much as S227* billion -
that are too much. too fast! 1, 

\Vhile we do need to slow the growth of Medicare -- as well as health caregenerally -- the 
level of cuts being considered is unprecedented and more than is needed. In fact, the most 
recent report of the bipanisan,.Medicare Trustees points out that only £110 billion -- not $127 
billion -- is needed to keep Medicare solvent for the next decade. . 

n:ny then has Congress cut twice as much from Medicare than is necessary? 

A_~ agrees that changes in Medicare are needed if we want to strengthen the program and 
keep its promise of affordable, quality health care for today's beneficiaries as well as our 
children and grandchildren. But, cuning S227 billion over the next seven years will put an 
unfair burden on older Americans and on the program. Here's what it would .mean to you: 

Higher premiums: The proposal would double theS42.50 monthly premium you now 
. pay to about $84.60 a month by the year 2002. The income· of most beneficiaries won't 
ri~e this quickly. 

And, beneficiaries with incomes above $60,000 would pay a much higher monthly Part 
B premium . 

. How long will it be before Congress lowers this to $40,000 or even 
$30,OOO? No one knows, but some have' already proposed it. . 

'" The Congressional Budget Office has reestimated the reduclions needed to reach a balanced budgel by 
2002. based on new economic projecrions which reflect a healthier economy. 17le budget bill's curs ill 
.'\1~dicare ha"e come dowll as a result, bur man)' of lhe same policy changes lhal were proposed earlier-
higher premiums. "exrra billing ", reduclions in paymenls 10 providers -- would srill ral:e Dlace 

http:theS42.50


Higher doctor charges or "c.ura billing ": W":lilc the proposal maintains the current 
limit on how much doctors can charge Medica~e patients in regular Medicare, it doesn't 
extend this protection to all new managed care:plans. This means you co.uld be paying 
even more out-of-pocket for physician care. i 

I 

Higher costs jor basic Aledicare benefits: Od top of increased premiums ~nd balance 
billing charges, the proposal also allows heallh~ care plans' to charge Medicare 
beneficiaries an even greater amount for the same Medicare benefits you receive now. 
This is a triple out-of-pocket hit for most older, persons~, 

. 	 , 

Less protection jor low-income older persons:: Right now, Medicare benefiCiaries with 
incomes below about $625 per month -- mostly older women living alone -- have their 
Medicare premiums. deductibles and coinsurance paid by the Medicaid program: The 
proposal would eliminate this valuable protection. meaning that these individuals might 
not be able to afford basic Medicare sen/ices .. ; 

AARP believes that there is a more responsible way to strengthen the Medicare program. 
I 

• 	 First, we need to act this year to save the S110 billion that's needed to keep 
Medicare strong for the next decade. : 

• . And second, we need to begin now to tonsider the ]ong-tenn direction of 
. Medicare. 	 But we can't afford to rush! the process. Vle need time for public 
deba.te".. Nedicare benefic:ia,riesand their families have to be part-of this process. ' . 

.' 

r am writing to urge you'to contact your RepresentatiYe, Senators and the President 

immediately and let them know that $227 billion inll\1edicare cuts is not acceptable. 

\Vhen millions of :Medicare beneficiaries speak out to de~nd l\1edicare, the U.S. Congress 

has to listen. ! ! 


I 


AlillP has set \Vednesday, January 10 as 11!\1edicare Defense Day. II On that day~ thousands 

of A,.mericans v,'ill tell COn!rress and the President not 'to make cuts in Medicare that are too 

- i 	 --. 
much. too fast. 

Your direct line to action is as near as your phone, arid AARP has set up a special toll-free 800 

Jine for your call to your Senators. On "Medicare D~fense Day. II r hope you'lI call Senators' 


. Charles E. Grassley and Tom Harkin. and urge them ,to stand firm for quality. affordable 
health care in the Medicare program. not a plan that shifts costs to elderly Americans. 

On the next oa2'e is an .MRP "Medicare Defense Action Alert" with the addresses and the to11
free ohone number vou need to make vourselfheard. : 


I 

Please remember to phone your Senators on 1I!\1edicare Defense Day, II \Yednesday, January 
10. If you can't call then, or can't get through. pleas¢ try again the next day. Your action -

and L'1e action ofother citizens -- \I.'iIl open the doors :of Senate offices to the sound of people 

lile you proclaiming the message that blindlv cunin!! Medicare is bad medicine for America, 


Sincerely, 

~.!J.~ 
Horace B. Deets 



A1EDICARE ACTION ALERT 

The largest 1\1edicare cuts ever could soon be enacted. 


Congress and the President need :to hear from you: 

" 

~ 	 I 

These cuts are too nluyh, too fast! 
< < 	 <<<I . < < 

1. 	 Please mark your calendar todav to call your RepresentatIve and Senators on 
'Vednesday, January 10, "l\1edicare Defense Day~1I If you can't call then, or can't get 
through, try again the next day. We've set up a special toll-free 800 line for you to 
place your call to Senators Charles E. Grass]ey and 'Tom Harkin. For calls to your 
Representative use the number below. I 

2. 	 Reinforce your phone calls by writing letters to your Senators and the President. Mail 
those letters now so they will arrive as close as possible <to "Medicare Defense Day." 

, 	 < 

1 

<3. Share this Action Alert wilh three friends or relatives \},.'ho don't want the Congress to 

shift more health care costs to eJderly ~ericans. <i 
« 	 • 

1< 

, 	 < < 

Here are the phone numbers and addresses you need: 
Senator Charles E. Grassley 	 Senator Tom Harkin 
U.S. Senate U.S. S~~ate 


'Washington, DC 20510 Wa,shington, DC 20510 

1-800-667-6412 1":800-667-6412 


Representative Jim Ross Lightfoot 	 The President 
U.S. House of Representatives 	 The \Vhite House 

< \Vashington, DC 	 20515 \Vashington, D.C.< 20500 
1-(202) 225-3806 1-202-456-1414< 

or call your local Congressional District office • 

l\1ake Your Voice Heard. \Vhen you contact your Senators and the President: 

• 	 Tell them you do not support $227 billion in ~Medicare spending cuts -- it's 
too much, too fast. Ask \vhy they' are supporting $227 billion when the ' 
!\1edicare Trustees Report shows that $11 Ob~llion is all that is necessary to 
save the Trust Fund. Tell them there is a better way to fixh1edicare. 

• 	 Tell them you do not want to pay more out-o'f-pocket for health care . 
«them not to support doubling Medicare's premiums and raising what 
physicians can charge you. 



For further inquiry, contact American Association ofRetired Persons • Communications Division 
601 E Street, N. W. • Washington, D.C. 20049· (202) 434-2560 

STATEMENT BY HORACE B.DEETS 

ON SENATE VOTE TO BALANCE THE BUDGET
. ' . 

OCTOBER 27, 1995 

The American.Association of Retired Persons (AARP) believes today's 
vote by the ,U.S. Senate to balance the budget by the year 2002 
needlessly endangers,the health and well-being of our nation's elderly 
and vulnerable. The Association supports efforts to balance the budget 
that are fair and reasonable. .The Senate bill is neither. . 

. I . 

. The Senate voted tO,cut approximately $440 billion from Medicare an,d 
Medicaid over the next seven years ..Such cuts from the two major 
health care programs that serve older and low-income Americans are too 
much too fast. American families, look·to Medicare and Medicaid for 
health care coverage, for a long 'term care safety net, and for 
financial security. These. protections are ripw at risk. 

r, the Senate made the right choice and deleted several harmful 
J.sJ.ons. The Association. applauds the Se'nate for maintaining 

ederal requirements for nursing home standa,rds. Repeal of this 
legislation could result in a·return to the dark days of nursing.home 
care when residents were subjected to physiqal restraints and 
over-medication. The Senate was right to ma;intain these' requirements. 

The Senate also eliminated a provision that ;would' have raised the 
eligibility age for Medicare' and eliminated :,a provision allowing 
corporations to raid pension funds. We consi,ratulate the Senate on 
these actions. 

Unfortunately, the Congress still has a long way to go. Theproposal 
passed by the Senate would cut approximately $270 billion from 
Medicare,much more than is necessary to keep the program solvent. 
AARP believes that less drastic changes are 'needed to ensure solvency 
and stability in Medicare for the next decade. ' 

The bill also reduces Medicaid spending by $170 billion over the next 
seven years. Although we congratulate the ~enate on reducing the 
figure from $187 billion, the magnitude of this reduction is still 
high. The Senate package also turns over to the states virtually all 
decisions about eligibility, coverage and quality of care. Together, 
these changes have the potential to jeopardize the health care safety 
net upon .which millions of Americans of all 'ages depend. 

. , 

raIl, the Senate bill will hurt older Americans. We urge House and 
te negotiators who must hammer out the final budget agre>ement to 

protect the access and quality of our health care system. The Medicare 
and Medicaid cuts are too large. The numbers must be lowered. 

###### 
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STATEMENT BY EXECUTIVE DIRECTOR HORACE B. DEETS 

ON THE MEDICARE. SOCIAL SECURJTY TRUSTEES' REPORTS 


June S, 1996 


The Medicare and Social Security Trustees' reports released today make it clear that· 
immediate action is needed on Medicare, and the long-term solvency of Medicare and Social 
Security must also be addressed. . . , 

As expected, the Medicare report indicates that the Medicare Trust Fund will run out of money 
in 2001, one year earlier than previously predicted. AARP is concemed about this,.but believes 

. there Is no cause for alarm. Meanwhile, the Socicll Secllrity report highlights, once again, that 
the Social Security Trust Fund is solvent through 2029, but that modest adjustments in the 
program must be made to ensure.its long-term solvency. 

Elected Officials and candidates for office should not use these findings to politicize Medicare 
and Social Security .and frighten Americans about the future of these vital family programs. 
Such partisan approaches are counterproductive. And there is no reason to panic. Instead, 
AARP has two specific recommendations based on today's reports. 

, . 

First. the President and the Congress must act immediately to protect Medicare for today's 
older and disabled Americans. They must go back to the bargaining table now and hammer 
out a Short-term agreement to ensure Medicare's solve'ncy through 2006. Any workable 
agreement to fund Medicare for the next ten years must fairly spread the burden between 
dOctors, hospitals,· and Medicare beneficiaries. What's more, the current Medicare program • 
does not need to be jeopardized to do this. The President and the Congress have an 
obligation to finish the job this year. But they can't stop there. 

Second. as a nation, we must start an inclusive dialogue that should ·begin immediately, lead 
us into next year, and ultimately, Identify pragmatic solutions for, Medicare and Social Security 
for the next century. We must start this debate now and keep it centered on the issues. 
Medicare and Social Security demand our nation's' be;;t thinking, not distortions, partisan 
posturing, or simplistic answers. . 

, 
I 

The response to today's reports should be cooperation, not confrontation. AARP calls upon 
lawmakers to stop the partisan finger pointing and start working together to find lasting 

. I 

solutions to ensure Medicare and Social Security will be there for 04r children and 
grandchildren. Politics as usual is unacceptable. Ifsltime for a solutions approach. 

### 

I 

. For additional information, please contact ~hristine Kirby at 2021434-2560. 
, 
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Bringing lifetimes ofexperience imd leaders/lip to serve allgmeratio11S. 

October 26, 1995 

Dear Senator: 

As the Senate debates the 1995 budget reconciliation bill, the American A~sociation ofRetired, 
Persons (AARP) urges you to consider several issues of critical importance to older Americans 
and their families. ' 

Older Americans believe that the deficit must be reduced. And, as they have so many times 
before, they are willing to do their part. It is this view, held: by the vast majority of older 
Americans, that has led AARP to support every deficit redu¢tion bill since 1982 except one (the 
1993 Act, which we neither opposed nor supported). ' 

, 
I 

The vast majority ofolder Americans, including our members, are prepared to share in the 
sacrifice needed to reduce the deficit, and restore Medicare's solvency, if they see the bill as fair. 
But this bill would produce $467 billion in savings from Medicare and Medicaid over the next 
seven years -- 44 percent ofthe net savings in the bill. Old~r Americans and their families look 
to Medicare and Medicaid for health care coverage, for a 10~g·tenn care safety net, and for 
financial security. As the Senate considers legislation saving $280 billion in Medicare and $187 
billion in Medicaid over thenext seven years, .A..ARP remaihs deeply concerned that thtse 
changes will put affordable, quality health care at risk for millions of older Americans, and 
remove the health, and long-tenn care safety net for millions more ofour most vulnerable 
citizens and their families. In short, the bill that is before the Senate does not meet the test of ' 
fairness. 

Moreover, the reduction in Medicare spending is far m()re than the Trustees indicate isneeded to 
ensure solvency and stability in Medicare for the next decad~. AARP believes that we must ' 

, ensure a stronger, healthier Medicare·':' for older persons, th~ir children and grandchildren. 
Repeatedly, in testimony and elsewhere, we have called for9hanges this year in Medicare to 
ensure Medicare Part A solvency for the next decade and reduce the rate of growth in Part B. As 
a second step, we have also recommended that the Congress;move promptly to estab,1isha, 
bipartisan approach to guide the long-tenn direction of the Medicare program. Attempting to 
accomplish all or even part of this second step in the few remaining months of 1995 sells the 
American public and the Medicare program short. i' 

, i 

The bill also would reduce Medicaid spending by $187 billion over the next seven years and turn 
over to the states virtually all decisions about eligibility, coverage and quality of care in the 
Medicaid program. These 'changes would have extremely serious implications for Americans, 
young and old, for ~hom Medicaid isa critical health care s~fety net.,' 

.' 

, American Association of Retin:d, Persons 601 E Street, NW., W~shington, D.C. 20049 (202) 434-2277 . 

Eugene L Lchrmarin l'I-cJ'idwt Horace R. Deets ,Exuutiv.. J)i/UfOI' 
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Unfortunately, the bill that is before the Senate shares many of the same problems as the House 
bill, and compounds some of them. ' 

• 	 The bill nearly doubles th~ Part, B pre~i~ ~~~r-th~ ne~t seven years, and more than doubles 
the Part B deductible '-- taking it from its current $100 annually to $150 next year, and to 
$210 by 2002. Asa result, older Americans will be fo~ced either to pay a higher deductible 
or be pushed 'into another coverage option such as managed care. 

• 	 While doubling premiums and deductibles, the bill repeals Medicaid's Qualified Medicare 
·Beneficiary (QMB) program that today pays for Medic¥e's premiums, deductibles and 
coinsurance for low-income seniors '-- rollIng back the Clock to a time when low-income 
older Americans could not afford to participate in Medicare. 

. 	 . . . : . " 

• 	 . While the Senate proposal wisely maintains the current ;15 percent limit on physician balance 
billing ·in traditional Medicare fee-for-service, it does not seem to extend this critical out-of
pocket protection to the new Medicare coverage optionS,; . As a result, beneficiaries who opt' 
for the new Medicare Choice options could be subject to any fee the physician charges. 

. 	 . I, 

• 	 The bill increases the age ~fMedicare eligibility from 65 to 67, beginning to phase in this 
change in 2003. Proponents base their support of this change on a false analogy to Social 
Security. But, in fact, Social Security's eligibility for early retirement will remain at the 
cuiTentage 62, even when the age for fiIlLbenefits is increased to 67. Medicare does not 

, 'ofi'efearly eligibility, mearung that millions ~ore Americans'could find themselves 

uninsured as it result of this provision. 


, 

• 	 The deep cuts in provider reimbursement proposed in the Medicare and Medicaid sections 
could cause hospital closures and. would create serious d~sincentives for physicians to treat 
Medicare patients. . . 

• 	 Like the House bill's "fail-s'afe" provision, the Senate's ~'BELT" would penalize those 
beneficiaries who choose to or have no alternative but to remain in traditional fee-for-service. 
'. 	 • I . 

, , 

.' 	The bill imposes a new "affluence test," in effect a surtru:::, on Medicare beneficiaries, with 
incomes as low as $50,000 for singles, but it imposes no:such penalty on receipt of the health ' 
care tax subsidies for those under 65 with similar or higher incomes,includingMembers of 
Congress.' . , .'. 

. . . . 

. . . , 


• 	 The bill repeals Medicaid and takes away the promise of,along-term care safety net from . 	 . 

millions ofAmerican families who have no option but to turn to this program after th~y have 
exhausted their means. '. 	 ' 



. , 
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. 	 . 

• • The bill also repeals successful quality ofcare standards that have significantly reduced the 
use ofphysica1 and chemical restraints in nursing homes and increased the detection and' 
resolution of resident abuse. • J 	 ~" , . 

I 

• 	 And, at a time when many members of the Senate are calling for increased savings~ the 
Senate bill, similar to the House bill, enables companies to raid pension plans, thereby 
converting savings for investment to current consumption. . 

I am attaching more specific analyses of the bill's Medica,re, Medicaid, and corporate pension 
reversion provisions. It is our hope that Senators will resist the call to rush this bill through. 
Even with a limit on the time for debate, these issues can be examined and votes taken. Over the 
coming days the Senate can improve upon the current bill, making it fairer; or it can endorse the 
current bill, sendinga message that fewwill mistake. . 

Ifyou would like to discuss any of these issues further, please do nothesi4tte to call me or have 
your staff call Marty Corry (434-3750), Tricia Smith (434-3770), or David Certner (434-3760) of 
our Federal Affairs Department. : 

Sincerely, 

'/b 6. 42i
Horace B. Deets 

Attachrrients 

. I 

I 
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Medicare 

The Senate Finance Committee's Medicare proposal ~roduces $280 billion in Medicare· 
savings over the next seven years. AARP is deeply cpncemed that the reductions in 
Medicare, spending coupled ~ithsignificant program changes, will jeopardize" \,. 

, beneficiaries"ac'cess -to the coverage, they choose, the affordability of their care and the 
overall quality of medical care . 

. Access 

Eligibility for Medicare: Finding affordable, adequate health insurance poses a 
greater problem for the pre-Medicare population than;for a.ny other age group because 
of the likelihood of pre-existing conditions. The Semite bill would raise the eligibility 
age for Medicare from, 65· to 67, beginning in 2003, ill an attempt to link Medicare and 
Social Security eligibility. However, unlike, raising the age for Social Security 
eligibility -- which provides early retirees benefits at age 62 -- there would be no' "early 
option" for health care coverage. Raising Medicare's eligibility age would leave many 
retirees without Medicare protection for an even longer period, at the time in their lives 
when they need' it most, in effect adding millions more to the ranks of the uninsured. 

: Benef1ciary Access to Physician Services: The Medicare spending reduction in the 
bill would mean deep cuts iIi provider reimbursement This could create serious' 
disincentives for physicians to treat Medicare patients. In some areas of the country, 
ruralhospiialsareah;eady closing arid beneficiaries are having problem.s finding' 
physicians willing to treat them. Deep cuts would only exacerbate these problems. 

Budget Expenditure Limit Tool (BELT): The Senate Medicare proposal would create 
a Budget Enforcement Limiting Tool (BELT) that would reduce fee-for-service provider 
reimbursements if Medicare spending in a fiscai'year is projected to exceed the targets set, 
in the bill. Formula-driven approaches to budget cutting have always concerned AARP, 

, in part, because of the rigidities they build into the system and their inherent potential for " 
error and misestimation. 

In addition, we believe the current structure of the "BELT" contains silent beneficiary 
costs., For instance, under the Senate proposal, the Part B premium is intended to cover 
31.5 percent of Part B annual spending. However, because the Senate has specified the ' 

actual amount of the premium in the law, rather than the percentage, when the BELT is 

tightened and Part Bprogram spending is lowered, the premium would actually account 

for more than 31.5 percent of annual spending. This ~ilently shifts more costs onto 

beneficiaries. 


, , 



The .same problem occurs with the Part A hospital deduttible .. The deductible is based, in .. . . 
part, on Medicare's payment to PPS hospitals. If the deductible is calculated before the 
"BELT" reduces part A spending, it would be based on ~ higher payment amount and 
would, in turn, shift more costs onto Medicare beneficiaries. 

Affordability 

Increase in the Part B Deductible and Premium: The Senate proposal would 
~ssential1y double the Part B annual deductible by 2002, requiring the average 
beneficiary to pay $210 out-of-pocket before Medicare:s Part B coverage would even 

. begin. It would also increase the Part B premium - nearly doubling the $46.10 
monthly premium beneficiaries now pay -- to $89 by tlle year 2002. Given that the 
average Medicare beneficiary already spends $2,750 out-of-pocket for health care costs 
-- not including the costs associated with long-term care -- these additional costs would 

. add significantly to this ()Ut..:of-pocket burden. ': . 

Low-Income Protection: Under current law, Medicaid pays for the cost of Medicare' 
premiums, deductibles and coinsurance for low-income; Qualified Medicare 
Beneficiaries (QMBs). Under the .senate proposal, this: protection would be lost 
because states would no longer have to pay any Medicire out-of-pocket costs for low
income seniors -..: primarily single, older women who liye on less than $625 a month. 
Governors have long sought to eliminate this responsibility, supportiriga federal . 
takeover of the entire QMB progra.rn,. Therefore, it is ~ot reasonable to expect that· 
states would cOhtinue providing these essential protections. As a result, low-income 
Medicare beneficiaries would be atgreat risk of riot rec~iving needed health care' ... 
services. 

I 

Higher-IncomePremium: The Senate proposal single~ out older persons to pay a new 
. income-related premium, while at the same time allowi~g federal subsidies for health 

. care costs for those under 65 -- including Members of Gongress -- to continue, . 
'regardless of income.. 

Choice 

Balance Billing Protection: Although the Senate plan offers Medicare beneficiaries a 
wide range ofcoverage options, the apparent lack of balance billing protection in these 
plans could act as a barrier to choice: The Senatepropqsal wisely maintains the 
current 15 percent limit on physician balance billing in tra4itional Medicare fee-:for
service, but does not seem to, extend this critical out-of-pocket protection to all new 
Medicare coverage options. As a result, beneficiaries who opt for new Medicare . , 
Choice options --like point-of-service, preferred provider organizations, provider 

service networks or medical savings accountS -- could be subject to any fee the 

physician charges,'Ironically, the potential for significant out-of-pocket costs for 


http:progra.rn


, 
physician care could well drive beneficiaries away frorp. the new coverage options, 
keeping.many in traditional fee-for-service. 

IQuality of Care 

Quality Standards and Oversight: The Senate proposal repeals existmg quality 
standards and oversight requirements for managed care planS, but'gives the Secretary 
authority to establish new standards for all Medicare qhoice plans. The proposal also 
requires that all plans be accredited by the Secretary (or by an independent organization 
deemed by the Secretary) and that plans contract with ~n approved independent quality 
improvement and review organization, which will conduct specified ongoing 
performance review and im alternative enrollee griev~ce procedure.' Plans will also be ' 
required to comply with consumer protections, including an appeals process that 
includes expedited appeals and judicial review. Each of these protections is vitally 
important and should be retained at the federal level in: order to ensure that Medicare 
Choice plans provide quality care. If beneficiaries are Ito be offered a vast array of 
plans, including some with no 'prior experience, those plans must be required to meet 

. federal standards" federally enforced. These provisionS of the Senate proposal will 
encourage beneficiaries to try the new options under Medicare choice and should not be 
diluted. 

I 



Medicaid 

. 	 . 
The Senate Finance Committee Medicaid proposal reduces MediCaid spending by $187 
billion over the next seven years and turns over to thei states virtually all decisions 

. _ about eligibility, coverage and quality of care in the Medicaid prog~am. These changes 
. would have extremely serious implications for Ameri~ans, young and old, for whom 
Medicaid is a critical health care safety net. Some thii1k that the Medicaid program is 
not important to older Americans, but they are mistak~n. 

• 	 About two-thiros of nursing home residents, rely on Medicaid.. 
• 	 Medicaid pays for a major poi:tionof long-term care at home. 
• 	 Over 5 million older Americans rely on Mekiicaid for their care. 

In fact, Medicaid is the ~ long-term care safety net 'for frail, elderly people who 
need home care or have to enter a nursing home. In our view, $187 billion in 
Medicaid savings is far more than the program can sh6ulder and continue to provide 
this safety net for millions of Americans. 

, 	 . 

• 	 By the year 2002, the Senate Medicaid proposal would require a cut of 
about 30 percent in projected federal funding for the program. Additional 
reductions in state spending are also likely. ' 

• 	 According to a recent study conducted for AARP by Lewin-VHI, over 2 
million Americans could lose their Medicaid coverage for long-term care in 

. the year 2002, ,primarilyJor·homecare"as ~ result of the proposed 
reductions. 

Block granting Medicaid would not only eliminate the guarantee of coverage that holds 
the safety net together, it would also eliminate minimum federal consumer protections 
that help older Americans. The size of the Medicaid reductions, coupled with many 
.states' historic reluctance to maintain strong beneficiary protections, make it unlikely 
that states would pick up where the federal government leaves off. Clearly, this 
proposal puts our most vulnerable citizens at unacceptable and unnecessary risk. Of 
particular concern are· two protections that had bipartis~nsupport when enacted they 
were signed by President Reagan, but would be eliminated under the Senate Medicaid 
proposal. 

Protections for Qualified Medicare Beneficiaries (QMBs): Undercurrent federal 
law, Medicaid pays the Medicare deductibles and coinsurance for QMBs with incomes 
below the federal poverty line (about $7,500 for singles and $10,000 for couples) and 
premiums for those with incomes under 120 percent ofpoverty. Under the proposed 
block grant, states would no longer have to pay Medicare premiums, deductibles or 
coinsurance for low-income seniors -- primarily women who live on less than $625 a 
month.. Govenlors bave long SQught to eliminate this responsibility, supporting a 
federal takeover of the entire QMB program. In our v~ew, it is highly unlikely that 

, " 

, 
,, 
'. 



states would.continue providing any protection against; Medicare's out-of-pocket costs. 
As a result, millions of low-income Medicare beneficiaries would be at great risk ofnot 
receiving needed services.! 

I 

Nursing Home Quality Standards: Block granting Medicaid would also eliminate 
current-national·nursing home quality standards. Over the last decade, quality of care 

I 

in nursing homes has improved in a variety of specific~ measurable ways as a result of 
the law .. In fact, the record shows that, since the 1987 nursing home quality law was 
enacted. there has been a.2S percent decline in discharges from nursing homes to 
hospitals. a decrease of over 40 percent in the use of r~straints, as well as a tenfold 

. I 

increase in the detection and resolution of resident abuse. 

I 

Some will argue that the states can be trusted to maintain nursing home quality without 
any federal oversight. This argument ignores history. (States were. doing a poor job 
prior to the law's enactment. The nursing home,indusiry -.,. which, because of its 
historical dependence on Medicaid. is much more powyrful at the state level than at the 
federal level. -- will almost certainly. urge governors and state legislators to deregulate 
the industry at a time when unprecedented cutS in Medicare and Medicaid budgets are 
likely to be passed in the Congress and nursing home reimbursement is likely to be cut. 
Too many have forgotten the conclusion of the respected National Academy of Sciences 
in its landmark 1986 report: "A stronger federal leadership role is essential for 
improving nursing home regulations because not all stite governments have been 
willing to regulate nursing homes adequately unless required to do so by the federal 
government. .. : 

. . . I 

The Association is deeply dismayed that repeal of this ~egislation is .even being 
considered. We must not turn our backs on Arneiica'sioldest. most frail and 

. vulnerable citizens. I. 

I 
I 

,I· 



Corporate Pension Reversions 


The Senate Finance Committee tax package would penrut employers to gain access to 
pension funds by permitting transfers of funds above 125 percent of "current" liability 
and eliminating the existing excise taxes that discourage companies from recapturing 
pension assets. AARP opposes this rollback of the 1~90 law that halted the pension 
raids of the 1980's. 

The proposal is contrary to the fundamental and well ~stablished rule that pension 
assets should be used solely for the-benefit of plan participants. Permitting employers 
to transfer pension assets undermines the concept of a, pension trust. In addition, 
transfers of pension funds base<i on current liability will result in plans falling below 
what is necessary to meet long-term pension commitrrients. In short, the proposal 
would encourage employers to reduce plan funding to l insufficient levels. 

, , 

The pension transfer proposal will further erode our dation's savings. An estimated ' 

$19 billion of pension savings will be consumed, a result directly at odds with the need 

to improve the nation's savings rate. I 


The proposal produces a short-term revenue gain as pension funds are spent. 

However, the pension assets must everitually ~ replaced in order to meet pension 
commitments, thus resulting in a revenue loss over the long term. Also, we should not 

encourage employers to put money into plans, benefit:from the taxlm~akJorpensions. 

and, then pull the money out for non-pension purposes~ 


) 

The proposal will increase the risk tO,pension beneficfaries and the Pension Benefit 
, Guaranty Corporation (pBGC). -The minimal "cushion" of pension assets required to 
be left in the plan is insufficient topay benefits should a plan terminate. In addition, 
such levels do not take into account the potential economic downturn that a company, 
or its investments, may face. A drop in interest rates or a stock market correction will 
,turn a barely funded plan into an underfunded plan very quickly. Stripping plans of 
assets in good 'times will inevitably lead to 'benefit losses and higher risk for the PBGC 
-:-- and thus taXpayers -- in bad tirnes. , . 

I 

" 

Current law permits a limited,exception for the transf~r of benefits to pay for'health 

benefits for retirees. This current exception was part ~f the compromise package in 

1990 to end "pension raiding. " Dramatically opening up pension funds to enormous 


1-' 

transfer options will once again result, in the type of pension raids experienced in the 

past decade and will reduce pension security as well a~ our nations savings. ' 




., 

Consumer Price Index 

I ' 

The Consumer Price Index (CPI) determines the annu~llevel for Cost-of-Living 
Adjustments (COLAs) for Social Security and other federal benefits, as well as for 
'provisions in the tax code., The CPI is determined by the Bureau of Labor Statistics 
(BLS). Some in Congress have suggested that the'CPI be lowered by as much as one 
percentage point. 

The Association believes Congress should not legislate a change to the CPI but should 
leave to the Bureau of Labor Statistics the authority to make any adjustments that might 
be needed. The BLS, which is· responsible for objec~ively calculating the CPI, has an 
ongoing procedure to reevaluate the index and make adjustments as warranted. Any. 
cOrigressionally-mandated adjustment to the CPI prior' to the completion of BLS's 
anticipated "rebenchmarldng" would be premature, and would politicize an issue best 
left to these technical experts. 

An accurate CPI is important because it is used to adjust many federal programs, 
particularly Social Security COLAs. Millions of Social Security recipients rely on 
annual cost-of-living adjustments to help ensure that their purchasing power is not 
eroded by inflation. Any COLA reduction would create serious hardships for low to 
middle income beneficiaries who rely on Social Secu~ity as their primary income 
source and who will be hardest hit by proposed changes in Medicare. For example, a 
CPI that is one percentage point lower would mean ~at today's average ~etired worker, 
'would lose almost $5,500 in Social Security benefits over 10 years. Social'Security 
does not contribute one penny to the deficit. . Any changes in Social SecuritY COLAs 
within the context of deficit reduction would break the commitment both parties made 
prior to and after last November's.election to leave Social Security "off the table". , . , 

The CPI is also used to adjust the annual indexation qf tax brackets, exemptions and 
. other provisions in the income tax code: Thus, if the: CPI is lowered, most moderate 
and middle income taxpayers would also pay more in: taxes., 

I , 

AARP urges Congress to leave decisions regarding tIie CPlto the res.earch technicians 

'. at BLS. In fact, economists disagree about whether, and to what extent, the CPI may . 


be overstated. We have not yet heard· from the BLSJ If Congress reduces the CPI at 

. this stage of the budget debate, the American people ~ould rightfully regard it as a 

thinly disguised effort to cut COLAs and raise taxes.', . 
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MRP: 


Bringittg lifetimes ofexperience and leadership to serve all generations. 

CAPPING THE MEDICARE PROGRAM: 

The Impact on Medicare Beneficiaries 


, i 

How does the Canlerence Agreement Cap the Medicare Program? 
, : 

" ! 
,The Medicare reform plan approved by Congress in 1995 includes a cap on total program spending. 
Known as.the "Medicare benefit budget" (MBB), this cap would limit aggregate annual spending to 
dollar amounts spelled out in the statute, regardless of the actual costs that may be incurred: 

With tbe Remainder for: 

In subsequent years, the MBB would l;>e the previous year's MBB increased by 
5 percent and by beneficiary enrollmet1t. 

The cap would be enforced by a 111echanism called the "fail-safe" in the 
traditional Medicare fee-for-service program, and by another device to limit 
growth in the new MedicarePlus pians. Under the fail-safe, provider payments 
in traditional, fee-for-service Medicare would be reduced automatically in any 
year for which total program spending -- including payments to MedicarePlus 
plans (private health plans enrolling t4edicare benefiCiaries) -- was projected to 
exceed the cap. In MediearePlus, the conference agreement would limit' the 
percentage by which a Medicare payment to a MedicarePlus plan could 
increase annually. ; 

The Fail-Safe. The complicated fail-safe mechanism would ensure that Medicare outlays in any 
year would not exceed the cap specified for that y~ar. Aftet estimates of MedicarePlus spending are 
subtracted from the MBB, the fail-safe would apply to the remaining fee-for-service expenditures on 
a sector-by-sector basis. Specific limits, based on a formula in the bill, would be determined for each, 
of nine non-MedicarePlus sectors: inpatient hospital, home:health, skilled nursing facilities, hospice, 
physicians, outpatient hospital, durable medical equipmenit, labs, and other. The cap would then 
reduce provider payments in each sector accordingly. HO\vever, individual sector caps would only 
be triggered if the total fee-for-service expenditure limit were exceeded. ' 

, I , 

The fail-safe looks both forward and backward if the total 9ap is exceeded. For instance, beginning 
in 1998, if the Secretary of HHS estimated thata sector's expenditures in the next year would exceed 
its allotment, she would reduce payment rates in that sector for fiscal year 1999. In addition, in 
1999, the Secretary would look back at 1997. Based on actual expenditure data for 1997, she would 
review the fee-for-service budget and spending limits for that year. If actual spending for a sector 
had exceeded its limit, then the sector's allotment for the fiscal year 1999 would be reduced 
accordingly. ' 
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The National Average Per Capita Growth Percentage. While MedicarePlus expenditures are 
. excluded from the fail-safe, the Conference Agreement limits them through another mechanism: the 
National Average Per Capita Growth Percentages (NAPCGP). These growth rates limit payments to 
MedicarePlus plans in each year. Currently, payments to Medicare managed care plans are based on 
a capitated payment. That amount is set annually and baseq on Medicare fee-for-service spending. 
The Conference Agreement would replace that annual payment methodology with one that is not tied 
to fee-for-servicespending and specify the actual growth rate~ in the legislation, as follows: 

MRP Analvsis:. 
Formula driven approaches to Budget cutting have always concerned AARP: The fail-safe and the 
NAPCGP are very rigid; and the fail-safe has potential for yrror and misestimation. Moreover, the 
public knows very little or nothing about these caps on Medicare spending and their long-term 
effe<.:ts on the program that they look to for affordable health care coverage. 

In the Budget Reconciliation Conference Agreement, Congre:ss' has structured a bill that would make 
fewer providers willing to participate in the traditional Medicare fee-for-service program. Likely 
outcomes include: 

• 	 Specific reductions in provider payments included in the legislation. 
• 	 . Additional reductions in future fee-for-service provider payments under the cap imposed by the 

fail-safe mechanism, thereby making traditional fee-for-service Medicare less attractive than 
MedicarePlus and Medicare less-and-Iess attractive in relation to other payers. . 

• 	 The beneficiaries most likely to leave the traditional program are those who.are healthier and 
more willing to experiment with new types of coverage. If Medicare misestimates how many 
beneficiaries will "migrate" to MedicarePlus plans or tile cost of these beneficiaries, this will 
place more pressure on the fail-safe mechanism, and ultimately onthe older and frailer Medicare 
beneficiaries who remain infee-for-service. 

• 	 Beneficiaries make up the difference in the inadequate payments through higher out-of-pocket 
payments, as is currently happening for outpatient hospital services (Medicare beneficiaries now 
pay up to 50 percent for these services under Medicare), or by paying higher MedicarePlus 

I . 

premiums. 	 ' .,, 
. 	 .1. . 

MRP is concerned about what kind ofcoverage will be avpilable by the turn ofthe century. Will 
providers still be willing to see Medicare patients in a fee-for-service setting? Will the quality, cost, 
and availability of care in MedicarePlus plans be upheld as payments are limited arbitrarily? By 
squeezing both fee-for-s~rvice and MedicarePlus plans, the Budget Reconciliation Conference 
Agreement poses the question of whether Medicare -- in a few short years-- will still be able to meet 
the health needs of older Americans. AARP continues to believe that reductions in the Medicare Part 
A program of $110 billion (as suggested in the Medicare Trustees report) represent a more 
reasonable level of cuts. But, the deep reductions that would be imposed by the Budget 
Reconci liation Conference Agreement cut back Medicare program spending too much, too fast. In 
addition, the cap on Medicare spending could result in dramatic changes in future years in the 
benefits and quality of care Medicare provides, and in the ou~-of-pocket costs beneficiaries must pay. 

AARP Federal Affairs - February 28, 1996 
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For further inqttiry, contact American Assoi:iation ofRetired Persons • Communications Division 
601 E Street, N. W . • Washington, D.C. 20049· (202) 434-2560 

AARP STATEMENT 
ON TEE BUDGET RECONCILIATION ACT OF 1995 . 

November 16, 199~ 

The American Association of Retired Persons (AARP) remains very 
concerned about the magnitude of reducti9ns to Medicare and 
Medicaid contained in the conference report to the Budget 
Reconciliation Act. While the report inciudes some further 
improveme~ts, Congress still has a long way to go. 

I 

The Association is pleased that the Medicare Part-B deductible 
remains at $100 a year, as in the House 1;:>ill. But the total cuts 
to Medicare and Medicaid over seven years are still too much, too 
fast, and enforcement of nursing home qu~lity standards has been 
further weakened in the report. 

Four hundred billion dollars in cuts from these two major health 
care programs that serve older and low-income Americans do not. . 
meet the fairness test. Reductions in Medicare called for in the 
conference report are much more than is l{lecessary to keep the 
program solvent. into the next decade. 

, 
Millions of 'American fami,lies depend on Medicare and Medicaid for 
their basic health care coverage, forpr6tection against the high 
cost of long-term care and for financial ,security. These 
protections, for Americans of all ages, are now at risk. 

Cutting $164 billion from Medicaid over the next seven years is 
far more than the program can shoulder. ~rail, older Americans, 
most of whom are single, elderly women who have worked hard all 
of their lives, and children from low...;income families would be 
the hardest hit by such drastic cuts. 

At this juncture in the budget debate, it's a shame that a veto 
is necessary, but unfortunately, there i9 no other alternative. 
AARP will continue to work with Congress ,and the Administration 
to get fair legislation that ensures future Medicare solvency and 
reduces the federal budget deficit. 

iii 

For additional information, please conta~t Susan Schauer at 

202/434-2560. ' 




Bringing lifetimes of experience and leadership to serve all generations. 

CAPPING THE MEDICARE PROGRAM: 
I 

The Impact on Medicare B'eneficiaries 

How does the Conference Agreement Cap the Medicare Program? 

The Medicare reform plan approved by Congress in 1995' in:c1udes a cap on total program spending. 
Known as the "Medicare benefit budget" (MBB), this cap would limit aggregate annual spending to 
dollar amounts spelled out in the statute, regardless of the ac~ual costs that may be incurred: 

Is Reduced by p"~'ments to: 

In subsequent years, the MBB would bb the previous year's MBB increased by 
5 percent and by beneficiary enrollment. 

I 
The cap would be enforced by a m:echanism called the "fail-safe" in the 
traditional Medicare fee-for-service program, and by another device to limit 

I 

grO\vth in the new MedicarePlus plans., Under the fail-safe, provider payments 
in traditional, fee-for-service Medicare! would be reduced automatically in any 
year for which total program spending; -- including payments to MedicarePlus 
plans (private health plans enrolling M~dicare beneficiaries) -- was projected to 
exceed the cap. In MedicarePlus, the~ conference agreement would limit the 
percentage by which a Medicare payment to a MedicarePlus plan could 
increase annually. 

The Fail-Safe. The complicated fail-safe mechanism would ensure that Medicare outlays in any 
year would not exceed the cap specified for that year. Afteriestimates of MedicarePlus spending are 
subtracted from the MBB, the fail-safe would apply to the r~maining fee-for-service expenditures on 
a sector-by-sector basis. Specific limits, based on a formula In the bill, would be determined for each 
of nine non-MedicarePlus sectors: inpatient hospital, home health, skilled nursing facilities, hospice, 
physicians, outpatient hospital, durable medical equipment; labs, and other. The cap would then 
reduce provider payments in each sector accordingly. However, individual sector caps would only 
be triggered if the total fee-for-service expenditure limit wer~ exceeded. 

i 
The fail-safe looks both forward and backward if the total c~p is exceeded. For instance, beginning 
in 1998, if the Secretary ofHHS estimated that a sector's exp,enditures in the next year would exceed 
its allotment, she would reduce payment rates in that sector for fiscal year 1999. In addition, in 
1999, the Secretary would look back at 1997. Based on actual expenditure data for 1997, she would 
review the fee-for-service budget and spending limits for that year. If actual spending for a sector 
had exceeded its limit,then the sector's allotment for tIie fiscal year 1999 would be reduced 

accordingly. ! 
! 
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The National Average Per Capita Growth percent1ge. While MedicarePlus expenditures are 
excluded from the fail-safe, the Conference Agreement limits them through another mechanism: the 
National Average Per Capita Growth Percentages (NA\;CGP). These growth rates limit payments to 
MedicarePlus plans in each year. Currently, payments to Medicare managed care plans are based on 
a capitated payment. That amount is set annually and ~ased on Mc'aicare fee-for-service spending. 
The Conference Agreement would replace that annual payment methodology with one that is not tied 
to fee-for-service spending and specify the actual growtH rates in the legislation, as follows: 

I 

AARPAnalysis: 
Formula driven approaches to budget cutting have always concerned ·AARP. The fail-safe and the 
NAPCGP are very rigid; and the fail-safe has potential! for error and misestimation. Mor~over, the 

I 

public knows very little or nothing about these caps 'on Medicare spending and their long-term 
effects on the program that they look to for affordable health care coverage. 

In the Budget Reconciliation Conference Agreement, Congress has structured a bill that would make 
fewer providers willing to participate in the traditional Medicare fee-for-service program. Likely 
outcomes include: 

I 

• 	 Specific reductions in provider payments included inlthe legislation. 

• 	 Additional reduction,S in future fee-for-service provi(Jer payments under the cap imposed by the 
fail-safe mechanism, thereby making traditional f~e-for-service Medicare less attractive than 
MedicarePlus and Medicare less-and-Iess attractive ih relation to other payers. 

• 	 The beneficiaries most likely to leave the tradition~l program are those who are healthier and 
more willing to experiment with ne'w types of covdrage. If Medicare misestimates how niany 
beneficiaries will "migrate" to MedicarePlus plans lor the cost of these beneficiaries, this will 
place more pressure on the fail-safe mechanism, andiultimately on the older and frailer Medicare 
beneficiaries who remain in fee-for-service. I' • 

• 	 Beneficiaries make up the difference in the inadeq~ate payments through higher out-of-pocket 
payments, as is currently happening for outpatient h9spital services (Medicare beneficiaries now 
pay up to 50 percent for these services under Me<Jicare), or by paying higher MedicarePlus 
premiums. .. I " 

AARP is concerned about what kind ofcoverage will be available by tlte turn of lite celltury. Will 
providers still be willing to see Medicare patients in a fee-for-service setti~g? Will the quality, cost, 
and availability of care in MedicarePlus plans be uphe'ld as payments are limited arbitrarily? By 
squeezing both fee-for-service and MedicarePlus plahs, the Budget Reconciliation Conference 
Agreement poses the question of whether Medicare -- inla few short years-- will still be able to meet 
the health needs of older Americans. AARP continues tei believe that reductions in the Medicare Part 
A program of $110 billion (as suggested in the Medicare Trustees report) represent a more 
reasonable level of cuts. But, the deep reductions that would bt; imposed by the Budget 
Reconciliation Conference Agreement cut back Medica~e program spending too much, too fast. In 
addition, the cap on Medicare spending could result in dramatic changes in future years in the 
benefits and quality of care Medicare provides, and in the out-of-pocket costs beneficiaries must pay. 

I 
I 
I 
IAARP Federal Affairs - FebrllOlY 28, 1996 
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Bringing lifetimes ofexperience and leadership to serve all generations. 

AARP Supports Maintaining Premium Caps 
in MedicarePlus Plans 

I 

Medicare Beneficiaries Should Not Be Exposed 

to Greater Out-of-Pocket Costs 


In MedicarePlus than in Fee-for-Service 


AARP and its members strongly support the language in t~e budget reconciliation conference 
agreement that protects beneficiaries in MedicarePlus pl~s from being charged more out-of
pocket, on average, for Medicare-covered benefits than beneficiaries in Medicare fee-for-service. 
This is an important protection that assures comparability of the basic Medicare benefit package 
throughout the Medicare system. However, some in Congress are saying that this provision was 
placed in the bill mistakenly, and that it will be removed at the first opportunity. AARP urges 
that this basic beneficiary protection remain in place. . 

Background 

Under current law, there are several ways a health care provider or plan may collect payment 
(beyond what Medicare reimburses) from a Medicare beneficiary for Medicare-covered services. 
In fee-for-service, the provider may collect specified coinsurance and deductibles, and strictly 
limited balance billing amounts. In managed care, the plap can collect coinsurance, copayments 
and deductibles, and the plan can charge a premium. Generally, managed care plans charge 
nominal copayments (e.g., $5 for a physician visit) and; premiums, in lieu of deductibles and 
coinsurance (e.g., 20%). Regardless of the different ways of collecting from the beneficiary, 
current law protects the beneficiary by stating that th~ managed care plan cannot cost the 
beneficiary more, on average, than Medicare fee-for-s~rvice. This is a significant protection 
because beneficiaries may have difficulty comparing their potential out-of-pocket liability among 
plans that have different means of collecting beneficiary contributions. Therefore, the average 
out-of-pocket liability under Medicare fee-for-service becomes the ceiling. Since the expectation 
is that managed care will cost less than fee-for-service, the limit has not been seen as a problem. 

This premium "cap" has been carried over into the recoqciliation legislation creating the 
MedicarePlus plans. However, the managed care industry is urging Congress to remove this cap 
and hold thein accountable to a looser standard. Their preferred standard would peg any 
premium cap to the rate they are able to charge in the commercial markets (known as the 
"adjusted community rate" or ACR). In particular, they would be able to charge premiums 
comparable to their commercial rates, in case the government payment does not keep up with the 
private marketplace. 

(over) 
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The problem with this approach is that it exposes the beneficiary to liability for inadequate 
government payment to the plan. The argument is made that the .commercial marketplace will 
pay the lowest price at which the services can be delivered; thus, the argument continues, if the 
government is payil1g less, then the government payment is not enough to cover the cost of the 
services. Therefore, if the cap is pegged at commercial rates, and if managed care providers 
believe that the government payment is not sufficient to cover the cost·ofthe Medicare services, 
these providers will want to be free to make up the difference from the beneficiary. 

AARP Response 

AARP believes this is the wrong way to address a potential problem. There are several reasons 
why the industry's proposal is flawed. First, if Congress ~s interested in promoting greater use of 
MedicarePlus (managed care and other options) then it should not create financial disincentives 
for beneficiaries to exercise these choices. Consumer groups will certainly point out the 
potential financial risk to beneficiaries. Second, it deceives the beneficiary who makes the 
reasonable assumption that going into a managed care plan will cost less, not more. Third, it 
makes it impossible for, the beneficiary to make an apples.,to-apples comparison among the 
options available, because there is no longer any assurance that out-of-pocket costs are subject to 
comparable limits. Fourth, ultimately, it erodes the basic guarantee that Medicare will cover a 
specific set of benefits. 

Lawmakers have said that the MedicarePlus payments are sufficient to deliver Medicare 
benefits. If so, then plans have nothing to fear from a cap that limits their charges to 
beneficiaries to the level of Medicare fee-for-s~rvice beneficiary charges. 

Solution 

Leave the premium cap language, Sec. 1855(e), as it is., ·IfMedicare's payments to plans are 
sufficient to cover the cost of services, there is no need to 'allow plans the opportunity to increase 
premiums beyond the Medicare fee-for-service exposure. If payments are insufficient, the issue 
will surface in the unavailability of MedicarePlus plans· and should be addressed by the Congress 
at that time. 

AARP Federal Affairs 
//3//96 
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AARP Supports Extending Medicare Balance Billing 

Protection to New Coverage Options 


AARP and its members strongly support extending the statutory limit on physician 
balance billing to all of the new MedicarePlus coverage options now being considered 
in the budget reconcilia(ion legislation. The limit on balance billing reinforces three of 
the basic objectives of Medicare reform -- restraining the growth of health care costs, 
reducing the out-of-pocket burden on beneficiaries, and protecting choice. 

Background 

Two categories of physicians currently treat Medicare patients: participating and non
participating. A participating physician agrees to accept Medicare's designated 
payment amount and the beneficiary's 20 percent coinsurance as total payment for 
services. Non-participating physicians collect Medicare's payment, the beneficiary's 
coinsurance, and may also collect an additional fee from the beneficiary known as 
balance billing. Current law limits the amount a non~participating physician may 
balance bill a beneficiary to 15 percent of Medicare's payment amount. 

This limit on balance billing was one of the key beneficiary financial protections 
enacted as part of the 1989 physician payment reform law. Prior to the establishment 
of the limit, Medicare beneficiaries spent over $2 billion a year out-of-pocket for 
physician balance billing charges. 

The Conference Agreement Weakens Balance Billing Protection 

While the Conference Agreement retains the 15 percent Medicare balance billing limit 
in traditional Medicare fee-for-service and for most out-of-network emergency 
services, it severely weakens the program's balance billing protection in general by 
not extending the limit to all of the new Medicare coverage options. This means that 
beneficiaries who enroll in MedicarePlus options cOlild pay significantly more out-of
pocket for physician care. 

Extending the Limits to New Medicare Coverage Options is Important 

• 	 Encouraging beneficiaries to choose new coverqge options: Extending the balance 
billing limit to the entire MedicarePlus system would help to ensure that these plans 
become real options for beneficiaries. For the average older person who already 
pays $2,750 out-of-pocket for health care, failure to extend the balance billing limit 
to MedicarePlus plans would mean that beneficiaries who enroll in these plans may 
have to pay even more for physician care, creating a serious disincentive to leave 
fee-for-service and try new coverage options. 

American Association of Retired Persons 601 E Street, N.W., Washington, D.C. 20049 (202) 434-2277 

Eugene I. Lehrmann President Horace B. Deets Executive Director 



• 	 COiltrolling out-oj-pocket costs: Failure to extend balance bill ing protection to 
. MedicarePlus will mean that those beneficiaries who opt Ihr new plans in order to 
retain their physician, or for any other reason. will have no protection against 
significant out-or-pocket costs. 

• 	 Choice ojprol'ide!': Failure to extend balance billing protection to new coverage 
options would also put beneficiaries in the vulnerable position of having to 
negotiate for their care. Beneficiaries who could not afford to pay any amount a 
physician charges would not haye access to the doctor or thch- choice. 

• 	 Cost-shifting: Failure to extend the balance billing limit to all new coverage 
options would be a step backwards -- allowing doctors to simply shift costs to 
beneficiaries when they want to charge substantially more than what has been 
established as reasonable reimbursement. 

AARP Federal Affairs 
December 11. 1995 
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We are pleased that the President'S new Medicaid proposal retains me basic framework of 
Title XIX, particularly in the areas of eligibility and benefits, including EPSDT. As you 
know, Medicaid plays a key role in ensuring that we meet the nation's [lIst education goal: 
all children be ready to learn. Moveover, schools have undertaken an increasingroie in 
providing access to health services .~ much of which are reimbursable through Medicaid -
. particularly for low-income and disabled students. In the case of students with disabilities, 
schools are required by law to provide health services that are necessary· for the child [0 

benefit from their education. This requirement under the Individuals with Disabilities 
Education Act (IDEA) has been critical in ensuring both the health and education of children 
with disabilities. 

We hope that regardless of any changes within Medicaid, children will receive health 
services within an coherent, accountable system that continues to ensure that appropriate 
services are available in home- and community-based settings. including schools. For 
children with special needs; providing services in appropriate settings can prevent more· 
costly hospital or institutional care, and eliminate or reduce later primary or secondary illness 
or disability that are likely to result in conditions more costly to treat in the future. 

However. as we move to a new Medicaid frarilework, we have several fears. First, if it 
becomes impossible to maintain the current EPSDT entitlement, services to the most 
vulnerable populations may be threatened. Second, access to care may be compromiSed 
because managed care providers wm have insufficient mcentives to work with existing home
and community-based providers -- including schools ·-that are currently effective in ensuring 

600 INDf;PENOl!;N(';J:; AYE .. S.W. WASHINCTON. D.C. 2020? 
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acCess for children. Third, schools which have come to rely on Medicaid as an important 
source of financing for health services may be less able to access Medicaid to support the·· 
provision of health services that students need and that schools are required to provide under 
the IDEA. 1 Finally, as states have more flexibility in designing home- and community
based options, there may be insufficient incentives to provide services in noninstitutional 
settirigs. 

For these reasons, we have particular concerns about the outcome of forthcoming 
negotiations on the ultimate Medicaid legislation. This memorandum lays forth some 
preliminary ideas about how to address these concerns in the context of continuiDg 
negotiations with Congress. 

I. LEVELS OF COVERAGE AND SERVICES FOR CHILDREN 
~i' ,. 

In the event that it becomes necessary to consider alternatives to the current EPSDT . 
entitlements, we have several thoughts that we would like to discuss further. 

Issue #1: Consider keeping EPSDT available to all eligible children but restrict the 
. mandatory treaOTIent services to children and youth who are: 

below a cenain age or, 

are disabled or, 

need services to prevent or ameliorate a primary or secondary illness or 
disability likely to result in an exacerbation of the condition in the 
future. 

Since entitlement to treatment services is a major issue of contention, it would be worth 
purSuing how to protect the availability of these services for those populations tbat need it the 
most. That cut could be by age. disability status or effect of failure to receive services. 

Issue #2: 	 Maintain a guaranteed basic health benefit that meet.c: the needs of all eligible 
children aged 21 and under. This benefit should include preventive services; 
primary care services; and other heal!h services needed to maintain or stabilize 
health outcomes. or to prevent or mitigate an adverse change in health 
outcome. 

1 For example, last year the school districts in New York City, Chicago and Houston billed 
Medicaid $85 million. $40 million and $14.9 million, respectively. 
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This definition could be implemented in conjunction with EPSDT or some modified "menu" 
of required· services and would act as a limitation on the services that must be provided. 
Alternatively. the definition could be used in lieu of a "menu" approach to defining the 
.benefIts package. 

II. 	 STRENGTHENING HEALTH OUTCOMES 

If the entitlement to EPSDT is significantly reduced or eliminated, strengthening health 
outcomes will be critical to ensuring adequate services for children. QualIty assurance 
parameters will help guide: (1) the provision of care and services, and (2) access to care in 
the. most appx:opriate setting. Moveover. even if EPSDT remains in its present form. it may 
IX' worth considering pressing for child-specific health outcomes (which could be identified 
by states in their plans) in the negotiation process because they could improve the 
effectiveness of the EPSDT program in the managed care environment. 

Issue #1: 	 Require that state plans include child health outcome performance standards 
that ensure appropriate services. Examples of outcomes might be: 

. 	 ' . . 
o 	 children receive the complete immunization series recommended by the 

American Academy of Pediatrics; 

o 	 uncorrected vision, hearing or other preventable health problems are 
treated; 

o 	 lower rates of adolescent substance abuse, school-age parenting, and 
mental health problems. 

Issue #2: 	 Require that state plans include m.ini.trium standards of access that help to 
ensure that services are reasonably accessible to recipients. Such a 
reqUirement would provide incentives for managed care providers to work with 
existing community·based. providers, including schools and early intervention 
programs, because those providers are more often located in the child's 
community. 

This requirement would also benefit disabled adults by encouraging that 
services be delivered in a manner that allows them to remain at home and in 
their communities and maintain gainful employment. 

Issue #3: Requjre that state plans include performance standards to ensure that disabled 

3 
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children receive necessary services in appropriate settings. Such a requirement 
would help children get the services they need to avoid institutionalization and 
would encourage managed care providers to work with existing community
based providers. An example of such a requirement might be: 

o 	 disabled children receive health services necessary to maintain 
functional capability in school,. at home. and in their community rather 
than being hospitalized or institutionalized. 

m. 	 MAINTAINING CURRENT LAW ON RELATION OF MEDICAID AND IDEA: 
PAYOR OF FIRST RESORT 

Issue: 	 Retain provision in Title XIX, that makes Medicaid the payor of fIrst resort 
for those services deemed medically necessary. even though they are an 
entitlement to the child under IDEA. 

Currently, Medicaid is prohibited from refusing to pay for medically-necessary health 
services solely because they are entitled under IDEA. Thus, current law ensures that, 
Medicaid is the "payor of first resort" with regard to the medically-necessary health-related 
services provided under IDEA. 

If at any time Title XIX ceases to be the negotiating document, we want to highlight the 
importance of maintaining this provision. The effect of eliminating it would be that schools 
arid other entities would lose medicaid reimbursement for health services provided under 
IDEA to medicaid-eligible disabled children; Since schoqls are legally required to provide 
health related services to children with disabilities, local education budgets would have to 
as'sume full financial responsibility for the costs and delivery of medically-necessary health 
services to medicaid-eligible children receiving services under the IDEA. 

, ' 

IV. 	 ADDmONAL MECHANISMS FOR STRENGTHENING THE RELATION OF 
MEDICAID AND SCHOOLS 

Because of the important role schools play in providing access to services for children, and 
because of the importance Medicaid has assumed in fmancing some of those services, we 
also put forward some specific ideas about how to improve the position of schools as 
providers which might be pursued if it becomes appropriate in the negotiarions. 

'IssUe #1: 	 Require states to define their relationship with schools and other community
based providers in the provision of health services to medicaid-eligible children 

4 
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This would require the state me4icaid agency to consider the role of schools without 
. mandating any particular relationship with them. We believe that this would encourage states 
·and managed care providers to consider the benefits of providing services in a cost-effective 
and acce'ssible manner through schools and other community based providers. 

Issue #2: 	 Encourage States to make available a "supplemental insurance package" to 

schools districts and other agencies to pay f9r health-related services under 

IDEA. 


This package. at a minimum, would cover the medically-necessary related services in a 
child's Individualized Education Program (IEP) or Individualized Family Service Plan (IFSP) 
and the evaluations related to those services. Additional options could include the remainiitg 
benefits under the State's Medicaid program for children with disabilities. 

'this package could be purchased from: (1) the State Medicaid Agency (as a discounted fee
for-service option, if the State carves out school services); or, (2) purchased from managed 
care organizations or provider groups through panial or full risk contracts. 

. This would allow State educational and early interverttionagencies to be part 
. 

of the managed 
, 

care system by using their existing IDEA dollars (aggregate FederaJ, State, and local), alorig 
, with a share of the child's per capita amount under Medicaid to pay for the supplemental 
insurance package. 

This approach would also address the concerns of the individual school districts about:(l) the 
burden of children's health expenditures when the' costs are not evenly distributed; (2) 
coordinating any continued State's children mandates. The ability to group or pool risk 
across when purchasing this plan would decrease overall costs to the school districts. 

Issue #3: 	 Prohibit states from excluding payments to schools or other qualified entities 
that provide health services to medicaid-eligible children under other Federal' 
laws. 

, , 

Schools are eligible for reimbursement, under both current Title XIX and under the 

Republican proposal. However, for the reasons discussed above, schools may well have 


. difficultly obtaining reimbursement -- even though they are required to provide related 
services to students with disabilities under IDEA. 

5 
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Why we should Dot use or distribute the attached table BDd chart. 

These documents rely on estimate!; of the effect of Medicaid cuts on academic medico.l centers 
that are based on faulty assumptiollS. 

'['hey Are based on the assumption that the Medicaid cuts in the Administration and Conference 
plans Are distributed among providers in the same way that lillS estimates current Medicaid are 
distrihuted. (Please note that HHS' estimates of current Medicaid spending for teaching 
hospitals are based on very t.enllOl1S asslunptions that are not supported by data or research.) 
Because we do not know the distribution of Conference agreement Medicaid cuts, this 
assumption may be as valid as Any other. Thill is Dot true, however, of the Adminilltration 
plan. HHS staff estimate thSit 3UI% of current Medicaid spending goes to hospitals, but the 
Administration's plan reliel henny on DSH cuts (almost 90% of total savings are from the 
DSH cut). whi~h only go to hOipiitsk 

Assurnin~ that HHS is correct abollt the current distribution of Medicaid spending, applying their 
methodolo~y to the portion o/the Administratinn ',t; Medicaid cuts impacting hospitals •• which 
includes the entire DSH cut •• yields a cut of approximately $16 billion (a~ opposed to the $5,4 
billion now in the table) to teaching hospitals. Using this new e~timate, the tahle ~how~ the 
Administration's plan as cuttlIl2 more from academic medica] center~ than the Conference 
agreement. 

3:40 pm December 5.1995 
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Estimates of'Impaetl ofGMIt. DSB and Medicaid PrOpOJ.18 on 

Academic Health Centen and Teaching IIoapf •• " 


(in billions. 7-year totall) 


PresideDt" Package AdministratloD 
Scorinl 

Republican Conference 00 
ScorIng 

Indire~ MC"dic:.1I Ec:5veatieft 
(1MB) Adjustment ReductIon 

-6.9 IME &cluoti~ -7.6 

Graduate Medical ~UClLtion 
(OME) Rcfonnl 

--4.S Dircot OM! RcduQtion -1.4 

Disproportionate Share 
Hospital (DSH) Adjustment 
R.eduction' 

-u; DSH Reduetiou -3.7 

.• 
EBtimot~d Impact ofMedicaid 
Cuts 

.5.4 -" .
Estil'l:l4lod Impact of Medicaid 
Cuh , 

·115,0 
.. 

Subtotal of Reductions -18.4 Subtotal (If Rcdllttlon. -21.7 

Pa.vrnenrs far Modlcan: 
MArlllscd CAnt dicehugos•• 
AAPCC giveback or 
DOMBItMBlDSH 

+,5.8 OM! TrustFund' 
(Questionablt funding) 

+1l.5 

Interactions +0.4 

Aggrelate Impact of 
Ptll.siaent', Proposal on 
AHCsffea\"hlng I10lpltala 

.'11.1 Aurc:gllte Impact of 
Republican Conference 
Agrnment OD 

AHC.treachlne Hospitalr 

-15.1 

I The elements ofthe GME reform package result in savings from both dIrect 6MB 
(35%) and indirect GME (6.5%). 

2 Dased on proportion orDSH payments that 80 to tea.chins hospital~ (68%). 

~The OMf Tl\Ist Fund is funded throuih general rcv~m.lc, that lite queltionabh! and may 
not be permanent. 

http:rcv~m.lc
http:PrOpOJ.18
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ImpactoD Academic Health Centers and Teaching Hospitals 

Presideat'sPlan vs. Republican Conference Agreement 


(Dollars in billions, 7-yr Total) 

President's Conference 
Plan 

(AdlDiIIistratiooPriciDg) 
Agreement 
(CBO Priang) 

-$11.2 


-$15.2 

'", ..... 11& «.iM'.. b.U'. tonol ll!'.11 ~~. cUs.. AAPCC paybadt, UI4 Ibe GME tnlsl fllD1. 
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