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BACKGROUND ON PRE-65 YEAR OLDS

Growing Numbers
21 million Americans are ages 55 to 64 years old

By 2005, 30 million Americans will be ages 55 to 64 year olds:
an increase of over 40 percent

People Ages 55-64, 1996 to 2010
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MAKEUP OF THE PRE-65 YEAR OLD POPULAT!ON

12 million (57 percent)" are workers cOmpared to 83 percent of 25 to 54 year olds
6 million are retired, representing one third of all retirees are under age 65

'3 million-are non-workers
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HEALTH INSURANCE FOR THE PRE-65 YEAR OLDS

. Three million are uninsured: 14 percent of 55 to 64 year olds: the same rate as children -
- Workers: Half of the uninsured work; most (60 percent) work part time
- Retirees and displaced workers: Represent 20 to 30 percent of the uninsured

- ‘Low-income and less healthy: Fewer are poor but more likely to be sick

*  Nearly 2 million covered by individual insurance

- Pre-65 year olds’ coverage (9 percent) is nearly twice that of people ages 25to 54 -



HEALTH INSURANCE AND WORK

Rétiree health coverage is decliﬁihg

- ; About one in five pre-65 year olds is insured throug'h a retirement plan

. Fewer firms offer retiree health coverage: 46 percent of Iarg'é firms in 1993; 4’0 peréent
in 1996 | : .

Health insurancev affects work de¢isions

- Availabi\lity of health iﬁsurancemay encourage péople to retire early

- It may also eliminate “job lock™ the fear of losing coverage with job change

Large Employers Offering Pre-65 Retiree
- Health Coverage
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PROS AND CONS OF PRE-65 YEAR OLDS OPTIONS

- Advantages

Without any actiqn, trends suggest de‘c:lining active employee & retiree health coverage
Demograbhic changes will likely increase access problems in this age group
Reduces “job lock”, possibly increasing productivity of workers

Tests insurance options for Medicare reform / age eligibility debate

Disadvantages |

| Uninsured réte not excessively high

Given limited funds, cannot significantly address affordability

Could accelerate decline in retiree health coverage

Could encourage early retirement

-Uncertainty of costs and participation



POLICY OPTIONS: COBRA

Extending COBRA

“COBRA”" allows certain workers leaving firms with 20 or more employees to buy
coverage through that firm for up 18 months at 102 percent of the costs

COBRA could be extended to more people and/or for longer to increase access té
employer-based insurance -

Advantages

Private coverage option

Less risk to the Federal governmeht relative to costs

Targets the‘popu!ation who are losing jobs due to downsizing '

Allows people to continue their current coverage

Disadvantages

Only some workers are eligible; not a policy for the uninsured or low-wage workers-
Would likely raise premiums
Policy vulnerable when linked to mental health parity, quality réforms, etc.

Mandate and fear of costs wolild ensure business opposition



'POLICY OPTIONS: MEDICARE BUY IN

Medicare Buy-In

- Pre-65 year olds could “buy into” Medicare at a full or reduced premium

Advantages

Provides access to an important insurance option

Accessible to broader population than COBRA policy

Tests coverage option in the event of Medicare age eligibility extension -

~ Businesses and aging groups would be more supportive

Disadvantages

1

Risks Medicare Trust Fund if only the sick enroll or if subsidized

- Could be viewed as a government take over of private insurance

‘Could be difficult to administer

Gets ahead of the Medicare Commission



POLICY PARAMETERS

Age

. Begin at 55, 60, 62 years old

Amount of the premium and premium assistance (if any)
- Actuarially fair -
- Actuarially fair but bart is paid on an “amortized” basis

- Pay part of the ‘premium’(Medioareh buy-in) or employers’ costs (COBRA)

Length of coverage
- Until Medicare eligibility

- Time limited (e.g., 18 months for COBRA)

Demonstration or nationwide

- Limited to certain states / market areas: time limited

- Test of different models



NEXT STEPS

Cost and coverage estimates of premiums and subsidies
Assessment of feasibility of each optioh‘ :

Additional Principals’ meetings

10



DRAFT: Health Insurance for the People Ages 55 to 64

I. OVERVIEW o

The number of “pre-65 year olds” — defined here as people between 55 and 65 years old — will
increase dramatically in the next decade as the baby boom generation approaches retirement.
Although the proportion of uninsured in this group is about equal to the national average, the
number and proportion of pre-65 Americans without coverage has been increasing. Since the
pre-65 year olds have more health problems, their health insurance is more expensive. This may
limit their job mobility, since firms may avoid hiring older workers that risk raising their health
costs. Lack of health insurance options may also prevent people from retiring early or shifting to
part-time work as they approach retirement. Finally, the prevalence of retiree health insurance
for people less than 65 years old has been declining in recent years. This suggests that the
number of uninsured who are 55 to 64 years old will rise in the future.

II. WHO ARE THE “PRE-65 YEAR OLDS”

The number of 55 to 64 year olds will rise rapidly in the next decade. In the United States,
there are about 21 million people ages 55 to 64.
Today, they represent about 8 percent of the entire PeOPfe Ages 55-64 1996 to 2010 .
population. However, as the Baby Boom '
generation enters its-50s, both the number and g
proportion of pre-65 year olds will rise. Asa
result, the number of people between 55 and 64
years old is expected to increase to 30 million by
2005 and 35 million by 2010 — to 12 percent of
the U.S. population, over a 50 percent increase.
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Transition period for many. Americans ages 55 to 64 years old are more likely to have weaker
connection to the labor force. About 12 million (57 percent) of the 21 million are active workers, -
compared to 83 percent of people 25 through 54 years old. Of the non-workers, about 60 percent
~ or about 6 million are retired. In fact, about one-third
of all retirees are younger than 65 years old. The - Labor Force Participation, 1995
remaining 3 million includes people who have never ' @25 54
worked or are not seeking work. Some of these
people, particularly men, are displaced workers (e.g.,
company closes down or position abolished). While 8
percent of displaced workers 25 to 54 years old leave ren
- the labor force, 25 percent of those aged 55 to 64 do. Source: U.S. Bureas of Labor Statistics

6%
@ 5564
48%

Women

In addition to work transitions, the pre-65 year olds are more likely to experience changes in
their marital status. One in five people ages 55 to 64 are widowed or divorced compared to one
in eight people ages 25 to 54. Of women in this age group, 13 percent are' widowed and 13

- percent divorced. Since nearly half of women in this age bracket are non-workers, these events
have profound effects on thieir economic status and likelihood of having health insurance.
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Health status is worse, especially for retirees and non-workers. In addition to their changing
~ work and marital status, the pre-65 year olds are distinct from younger groups because of their
health. People ages 60 to 64 are nearly three times more likely to report fair to poor health as
those ages 35 to 44. The probability of experiencing health problems such as heart disease,
emphysema, heart attack, stroke and cancer is double that of people ages 45 to 54. Within this
group, active workers are the healthiest, while early retirees and nonworkers have considerably
worse health on average. This contrasts the usual image of early retirees as healthy individuals -
looking to extend their leisure time. Instead, poor health is a primary reason for early retirement.

III. HEALTH INSURANCE COVERAGE FOR PEOPLE AGES 55 TO 64

Health Insurance Coverage, 1996

Most have health coverage. The proportion of 55 to £5%g%

64 year olds covered by any type of health insurance o
(86 percent) is slightly more than the national average .,
of 84 percent. : o 20%
0%

80%

12554 @55-64

B%4s9

59 9%
: kg
Employer individuat Gov't Uninsured

Different type of employer-sponsored insurance. Source: U.S, Careus Buroay, March 897 CPS

Like younger groups, the pre-65 year olds are mostly
covered by employer-sponsored insurance (about 66 percent in 1996). However, this similarity
masks the fact that about one-quarter of this coverage is for retirees and their spouses, not active
employees. Also, a number of 55 to 64 year olds are covered through “COBRA” which allows
those leaving firms with 20 or more employees to buy coverage through that firm for 18 months.

Nearly twice as likely to purchase individual insurance. Work transitions, which may limit
“access to employer-sponsored insurance, may account for the higher rate of coverage of the pre- .
65 year olds by individual insurance. Unlike employer-based health insurance, individual health
insurance is usually less regulated and much more expensive for older and/or sicker people. For
instance, the General Accounting Office found men aged 55 would have to pay two to three
times more for the same policy as a 25 year old. People 55 to 64 years old who purchase
individual insurance tend to have enough concerns about and problems with their health and
financial resources to purchase this type of coverage. '

Higher rate of public coverage due to increased Medicare coverage. Medicare covers 6
percent of people 55 to 64°years old relative to 1 percent of 25 to 54 year olds.~ This reflects the
increase in people with severe disabilities who become eligible for Part A Medicare after
receiving 24 month of Social Security disability payments.

“Who are the uninsured. The 3 million uninsured people ages 55 to 64 fall into three groups:
workers, retirees, and non-workers. About 50 percent of the uninsured are workers: 20 percent
in full-time jobs and 30 percent in part-time jobs. About 10 to 15 percent of uninsured in this
age group are retired and mostly did not have access to retiree health coverage. They tend to
have worked in small firms, in the manufacturing sector, lack a pension, and had low incomes
while working. In addition, 15 to 20 percent are unemployed or displaced workers. Other
distinctive characteristics of the uninsured include their poor health, relatively low income, and
marital status. Nearly half of the uninsured ages 55 to 64 are widowed, divorced, separated or

- never married, foreclosing the option of getting work-based insurance through a spouse.



IV. TRENDS IN HEALTH COVERAGE FOR PEOPtE AGES 55TO 64

Demographics assure increasing number of pre-65 uninsured. Both recent trends and
demographics suggest that the number of uninsured who are 55 to 64 years old will increase. In
recent years, the proportion of uninsured ages 55 to 64 has increased. After remaining stable at -
12 percent from 1982 to 1992, it climbed to 14 percent in 1996. It is not clear whether this
increase will continue in the future. However, even if this rate remains constant, the aging of the -
Baby Boom generation will shift the proportion of all Americans who are uninsured into this age
group. By 2005, if the rate of uninsured remains unchanged, about 4.1 million people 55 to 64
year olds will lack insurance, a 25 percent increase over the current 3 million. :

Continued lower access to retiree health coverage. A second trend affecting the coverage of
people ages 55 to 64 is the recent decline in retiree health insurance. About one in five insured in
this age group receives retiree health insurance. Retiree health insurance coverage expanded
during the 1980s as down-sizing firms chose to encourage early retirement rather than lay off
workers. However, the proportion of full-time workers in medium to large firms with access to
pre-65 retiree coverage dropped from 43 percent in 1991 to 38 percent in 1995. The proportion
of large employers who offer pre-65 retiree coverage fell

fr(.)m 46 percent in 1993 to flO percent in 1996. For those Large Emp‘oye s Offering Pre-
with access to employer retiree coverage, costs have : * 65 Retiree Health Coverage
increased. The percent of employers who require their 0%
early retirees to pay premiums increased from 85 to 95 45%
percent between 1991 and 1996. Although it is not clear 0%
that this trend will continue, it seems likely in light of the | .., | B
baby boom generation’s approach to retirement. ‘ V93 1994 195

46% .

43% 41%

Source: Foster Higgins

V. RELATIONSHIP BETWEEN HEALTH COVERAGE AND WORK DECISIONS

Retiree health coverage may encourage retirement.” Given the strong link between
employment and health insurance, retirement decisions are likely affected by the availability and
affordability of health coverage. Access to retiree health insurance may increase the likelihood
of early retirement, by as much as 50 percent according to some estimates. This may be caused
by large employer contributions to retiree health coverage, which essentially subsidize
retirement. Similar large effects were estimated for the Health Security Act which included an
employer mandate, community rating and subsidies for some early retirees; an estimated 350,000
to 600,000 people would retire early due to these policies. Lesser effects have been found for
policies like COBRA that only offer small subsidies. Rather than providing a retirement
incentive, such policies may remove barriers to affordable health insurance.

Other work effects. Retirement is only one of the job-related decisions affected by health

_insurance. The lack of insurance options causes “job lock”, preventing pre-65 year olds from
changing jobs for fear of losing insurance. This group may also face age discrimination in job
changes since hiring them could raise premiums for some firms. Finally, the lack of affordable
insurance may prevent older workers from taking “bridge jobs” to retirement: self-employment
or part time work as they phase out of their careers. Thus, health insurance’s role i in labor force
participation and productivity of the pre -65 year olds is compllcated
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VI ISSUES WITH POLICIES TO INCREASE HEALTH COVERAGE OPTIONS

Today, people approaching 65 years.old have less, and probably declining, access to employer-
sponsored insurance. Since this type of insurance is often the only affordable option for this =~
group, the question is raised: are there policies than can improve insurance options? Ideas raised’
include extending the COBRA continuation coverage to “bridge” to Medicare eligibility and
allowing a Medicare “buy in”. These policies give the pre-65 year olds an option to Jom some
“pool” which spreads their risk over many more people and lowers their average premlum :
Designing such policies is quite difficult, however, in hght of the pre-65 year olds’ poor health
~ existing coverage: options, and policies’ possible effects on work decisions.

Trade-offs between partlclpatlon, adverse selectmn and retlrement effect The hlgh health -
care costs of people ages 55 to 64 years old make the central question in any policy discussion:
‘how much is the premium? The amount of the premium relative to other available policies
determines how many and what type of people will take the option. To simplify the issue,
assume that there are two options: setting the premium at an actuarially fa1r price and subsuiizmg

- the prermum to make 1t more affordable. .

A fairly priced policy-would probably’ cost less than an individual policy for sick people but
more than an individual policy for healthy people and COBRA coverage. This means that it -
would attract the sicker part of the individual market and the higher income or sick uninsured
who can afford and/or need this coverage. It could also provide coverage for workers either who
are less healthy and would like to retire or who want to change jobs but could not previously - -
because of job lock. It might not, however, cover many uninsured since one-quarter have
incomes below 200 percent of poverty and probably-could not afford an unsubsidized policy.
Thus, policies without. premium assistance would likely cover fewer but more needy: people.
This “adverse selection” could be costly to insurers and other people covered by the policy.

On the other hand, if a policy 1ncliides subsidies to lower premium costs, it would likely attract

healthier and a larger number of pammpants since the premium would be lower than what is

~ offered to most in the individual market. While more of these participants would be uninsured, a

number could be individuals who previously had private insurance but for whom this option is

. less expensive (“crowd out”). This could also have a larger effect on worker’s job decisions,
potentially accelerating the decline of retiree health coverage and increasing early retirement.
This could make the cost of subsidies extremely high, most likely outweighing the beneﬁts from

“adding healthier people to the pool and reducing adverse selection

V. CONCLUSION

Policy options probably are needed to assist people ages 55 to 64 afford health insurance.

Despite the high coverage rate of 55 to 64 year olds, the type and stability of that coverage is
questionable. And, the need for affordable insurance will grow as the proportion of Americans in
this age group swells. However, the merits of these polices must be weighed carefully w1th the
concerns about their effectiveness, cost and mdireet effect on work behavior.



POLICY OPTIONS

MEDICARE HIGH-INCOME PREMIUM

. Income thresholds for 1999:
Option 1. : : . .
Single beneficiaries: ~ Beginning at $50,000 with full payment at $90,000
Couple: Beginning at $65,000 with full payment at $110,000

After 1999, eligibility thresholds would be indexed to inflation.

, Optiq;l 2. : : ) .
Single beneficiaries:  Beginning at $75,000 with full payment at $100,000
Couple: -+ Beginning at $90,000 with full payment at $115,000

After 1999, eligibility thresholds would be indexed to inflation.
. Administration: This premium increase would be administered by the Treasury Department.

MEDICARE FRAUD AND OTHER SAVINGS

. EPO

. Managed care reimbursement /
. Miscellaneous.Medicaid administrative matching rates

. Cats and dogs |

MEDICARE BUY-IN FOR PRE-65 ELDERLY
. Eligibility limits:
‘Option 1: Age only: 'Restric‘t to those greater than 60 or 62 years‘ old
Obtion 2 Age and other criteria: Spouses of Medicare beneﬁciarieé; displaced workers

For both options: Require people to exhaust COBRA befofe/beéoming eligible; no access to
employer or other public coverage.

. Premiums: Eligible people would pay the full managed care payment rate, age-rated and risk
adjusted. The risk amount would be “amortized” or paid as an add-on to the Medicare premiums

over the course of the person’s lifetime.

Preliminary costs: $0.5 to 4 billion over 5 years
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PRIVATE LONG-TERM CARE INSURANCE FOR MEDICARE BENEFICIARIES

-

Option 1: Demonstration of public/private insurance option: On a demonstration basis,
develop a Medicare / private long-term care option. The plan would be a risk-sharing
arrangement where Medicare would bear most of the catastrophic risk and pay for the post-acute
long-term care. The private plan would cover the risk between the post-acute and catastrophic
benefit. This demonstration would be geographically limited.

Preliminary costs:  $1 to 2 billion over 5 years

Option 2: Encourage private long-term care options: Allow private long-term care plans that
meet certain standards to market to Medicare beneficiaries similar to Medicare Choice plans. An
advisory council, consisting of private insurers, aging groups, and state insurance commissioners,

could develop the guidelines for plans. ‘

Preliminary costs: $1 to 2 billion over 5 years

MEDICARE CLINICAL TRIAL COVERAGE

Medicare coverage of certain clinical trials: Allow Medicare to cover patient care costs

-associated with certain cancer-treatment clinical trials that are of high quality, specifically:

- Clinical trials that are sponsored by the National Cancer Institute;

- Clinical trials that are sponsored by an organization that has a peer-review process that is
comparable to that of NCI, as determined by the Secretary; and

- Clinical trials that are approved under a review process determined by the National
Cancer Policy Board.

Beneficiary protections: Enrollment and choices for beneficiaries would be guaranteed.

Preliminary costs:  $1.7 to 3 billion over 5 years

MEDICAID DEMONSTRATION FOR PEOPLE WITH DI'SABILITIES. '

Option 1: Budget-neutral 1115 waivers

Preliminary costs: None

Option 2: Provide states with incentives to move people out of the nursing homes.

Preliminary costs: $350 million over 5 years
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DEMONSTRATION FOR FAMILIES BETWEEN JOBS

Provide limited Federal subsidies to subset of states for the purchase of transitional health
insurance coverage: Provide Federal funding for time-limited (6 months) premium assistance to
uninsured, low-income families (less than 200 percent of poverty) in several states, to test the
approach for general use. Eligibility rules and subsidy amounts would be the same across states.

State-run test of different approaches: States would submit applications for the Federal funds
and propose their own unique approach. We would chose states to receive funds on both the
merits and diversity of their approaches. For example, we could choose some states that use
COBRA, use Medicaid, and subsidize parents of children enrolled in CHIP.

Preliminary costs:  $2.5 to 4 billion over 5 years

-~ CHILDREN’S HEALTH OUTREACH

Option 1: Bonus for outreach: States would receive a “bonus” for enrolling new children in
Medicaid — an extra matching amount for each additional child enrolled in Medicaid. This
amount would be based on the states’ increase in covered children, costs per child, and new
matching rate under the Children’s Health Insurance Program (CHIP). Successful states would .
get this amount at the end of the year based on their performance.

Preliminary costs: $2.5 to 4 billion over 5 years

Option 2: Financial incentives for eligibility simplification: A series of policy changes could
facilitate enrollment in Medicaid and CHIP. First, states could access the 90 percent matching
rate for the TANF $500 million set-aside for outreach for all children (not just children loosing
AFDC/Medicaid). Second, we could expand the “presumptive eligibility” provision in the BBA
s0 it (a) more types of people/sites could give children temporary Medicaid coverage and (b) the
expenditures for such children are not subject to the $24 billion Federal allotment limit. Third,
we could simplify Medicaid eligibility rules for children to make it easier for states to use a single
application for both Medicaid and CHIP.

Preliminary costs: $0.5 to 1 billion over 5 years

SMALL BUSINESS INSURANCE OPTIONS

Encourage responsible association plan: [Still working on this]

Preliminary costs: None

Voluntary purchasing cooperatives: To give small businesses the same negotiating power as
large businesses, encourage them to band together in purchasing cooperatives. Offer $25 million

per year in grants to cover the start-up costs for such cooperatives.

Preliminary costs: $100 million over § years‘



Medicare Investment Options

* (preliminary estimates - dollars in millionsv‘e net premium offset)

|F¥99 |[FYO00 |FYOl |FYo02 |FYO03  [Total

Provide Coveragefor ~ |~ 160 f 270 370 450 | .  ,520 1,770
Certain Cancer Clinical | -~ SRR e
| Trials | _ .,
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'NEW INITIATIVES

Child Care: Modify the Child and Dependent Care Tax Credit (CDCTC) by raising
"| the top rate from 30 percent (current law) to 50 percent and moving the phase-out -
range from $10,000-$28,000 (current law) to $30,000-$59,000.

(Mandatory)

| FY 1999: $270 million

| Five-Year: $5.2 billion

Memo submitted

into POTUS on
12/11/97..

Child Care: Provide a tax credit to businesses that incur costs related to providing
child care services to their employees.

Wandatmy)

| FY 1999: $637 million (based on JCT.

costing of Senator Kohl’s proposal)

Five-Year: $2.6 billion (based on JCT

costing of Senator Kohl’s proposal)

Memo submitted

into POTUS on -
12/11/97.

Child Care: Establish the Child Care Provider Scholarshlp Fund |

| FY 1999: $50 million ($150 million in

Memo submitted

(Discretionary) HHS budget request) into POTUS on
12/11/97.
. Five-Year: $250 mllhon
Child Care: Expand the Child Care Apprenticeship' Training Program to fund the FY 1999: $10 mllllon (DOL budget Memo submitted
training of child care providers working toward a degree equivalent to the Child request) .| into POTUS on
Development Associate degree with on the job observation and practice. '

(D:scretzonm'y)

Five-Year: $27 million (DOL budget
request)

12/11/97.

| Child Care: Establish a Child Care Research and Evaluation Fund to support data
and research and technology development and utlhzatlon
(Discretionary) - :

FY 1999: $50 million (HHS budget
request)

Five Year: $250 million

Memo submitted
into POTUS on
12/11/97.

Child Care: Establish an Early Leamihg and Quality Fund to provide challenge
grants to communities for early learning and parent involvement activities.
(Discretionary) V '

FY 1999: $200 to $400 million ($800
million in HHS budget request)

Five-Year: Approximately -$2 billion

| Memo submitted

into POTUS on
12/11/97.




Child Care: Increase the Early Head Start (children 0-3) set-aside (5 percent under
current law), while increasing overall funding in Head Start to ensure that boosting the
set-aside does not reduce the resources avallable for children 3-5.

(Discretionary)

FY 1999: $30 million

Five-Year: $500 miillion (based on NEC
option to double Early Head Start set-

aside)

Memo submittéd
into POTUS on
12/11/97.

Education: Expand the 21st Century Community Léarning Center Program to provide
start-up funds to additional school-community partnerships to establish before- and
after-school programs for school-age children at public schools.

(Discretionary) »

FY 1999: $100 million ($400 million in

DOE request)

Five Year: $SQO Vmillion

Memo submitted

“into POTUS on

12/11/97.

Education: Establish a demonstration project for states to test innovative approaches
to assisting parents who to stay at home with their children.
(Discretionary)

FY 1999: N/A

| Five Yeari N/A

Memo submitted
into POTUS on
12/11/97.

Education: Education Opportunity Zones -- This proposal would designate from 20
to 40 urban rural school districts as Education Opportunity Zones. High-poverty
school districts would be eligible for funds if they adopt tough reform measures and
show real improvements over time in student achievements.

(Discretionary) * ‘ )

FY 1999: $320 million

| Five Year: $1.1 billion

Memo submitted

-into POTUS on

12/6/97.

Education: School/College Partnership -- A grant program to promote strong
partnerships between colleges and high-poverty middle and high schools, with the
goal of enabling more youth to go on to college. This initiative would encourage
colleges to adopt the Eugene Lang model for helping disadvantaged youngsters
(Discretionary)*

FY 1999: $300 million

Five Year: $2‘.9 billion

Memo submitted
into POTUS on
12/6/97.

Education: Hispanic ‘Education Initiative -- A plan to improve educational
opportunities for Hispanic Americans; with goal of decreasing current disparity in
dropout rates. Includes a number of administrative actions, as well as targeted
investments in programs for migrant, adult, and bilingual education.
(Discretionary)

FY 1999: $153 million

Five Year: $765 million

Memo Submitt(:d
into POTUS on
12/6/97.

Education: Indian Education Initiative. .
(Discretionary)

FY 1999: $75 million

Five Year: $375 million

Mems submitted
into POTUS on
12/9/97.




Education: Technology Teacher Training -- options include (1) ‘expan‘ding various

innovation grants to ensure that within four years, all new teachers will be ready to use

educational technology, or (2) using the Technology Literacy Challenge Fund to train
and certify at least one “master teacher” in every school.
) _(Dzscretzonary)

FY 1999: §100 million

Five Year: $500 million

Memo submitted
into POTUS on
12/6/97.

Education: Learrung on Demand -- An initiative, related to some of Governor
Romer’s ideas, to encourage the use of technology (e.g., the internet, CD-ROM,
interactive TV) for lifelong learning. Will begin the process of giving all Americans
“anytime, anywhere” access to affordable and high-quality learning opportunities.
(Discretionary)

FY 1999: $50 million

Five Year: $250 million

Memo submitted.
into POTUS on
12/6/97.

Education: Class Size Reduction Initiative -- This is a five-year initiative to increase
early reading by reducing class size in grades 1 and 2 to a maximum of 18.
(Mandatoty)

FY 1999: $615 million

Five Year: $9.2 billion

Memo submitted
into POTUS on
12/6/97. '

Educatlon School Construction -- An initiative to address the problem of the
crumbling school infrastructure.
(Mandatory or Tax)

FY 1999:

1'Five Year:

Memo submitted

1 into POTUS on

12/6/97. .

Civil Rights Enforcement: The initiative involves EEOC and six agencies who have

jurisdiction of civil rights enforcement. Funds will be used for activities such as
alternative dispute resolution, increased comphance targetmg, improved technology
and data collection, and reductlon

in case backlog.

(Discretionary Spending)

FY 1999: $106 million

Five Year: N/A

Merho submitted
into POTUS on -

12/9/97

Crime: Community-Based Prosecutors & Justice -- A five year competitive grant
program to increase the number of local prosecutors interacting directly with
communities and to encourage local prosecutors to reorient their emphasis from -
“assembly line” processing of cases to solvmg specific crime and disorder problems in
their communities. - :

FY 1999: $100 Million

Five-Year: $500 Million

Memo submitted
into POTUS on
12/6/97.

(Discretionary Spending)




Health Care: Medicare -- Pre-65 Coverage initiative. Addressing growing concerns
about coverage for the pre-65 population, options are being developed to enhance '
access to health care through Medicare and/or COBRA. This initiative also would
help lay the foundation for reforms to extend the Medicare eligibility age from 65 to
67.

| Mandatory) =~ T T T

FY 1999: Up to $1 billien

Five-Year: Up to $5 billion

Health Care: Medicare -- Clinical Cancer Trials Coverage. This initiative would
‘allow Medicare to pay for high quality cancer clinical trials giving beneficiaries access
to some of the most cutting-edge treatments which offers the potential to expedite
new treatments for cancer. :
(Mandatory)

: FY 1999: $200 to $400 million

Five-Year: $1.7 billion to $2 billion

Health Care: Private Long-Term Care Options :- This initiative would build on' new
| information that Medicare provides to beneficiaries on their choice of health plans by
directing programs to include information regarding long-term care optlons

(Mandatory)

FY 1999: $5 to $50 million

Five-Year: $25 million to $300 million .|

Health Care: Children’s Health Outreach -- Addressing the fact that the $24 billion
children’s investment did not provide enhanced resources for states to target 3 million
eligible but not enrolled in Medicaid, this proposal would provide incentives for states
to do a greater job of outreach to these population through a series of school-based
and child care based outreach activities.

'(Mandatwy)

Five- Year: $1.to $2 billion

'| Health Care: Workers Between Jobs Demonstration -- Addressing the insecurities of
| the workforce in a transitional job market, this policy -~ consistent with your last two
budgets but downsized into a demo -- would provide ternporary premlum a351stance to
workers between jobs.

(Mandatory)

| FY 1999: $250 to $500 million -

Five-Year: $0.5 to $3 billion

Health Care: Voluntary Purchasing Cooperatives -- To address the fact that small
business employers and employees still face great difficulties in obtaining affordable
health care coverage, this initiative would provide competitively awarded grants to
states to establish olumag{ purchasing cooperatives.

Wandatory)

| FY 1999: $10 to $20 million

Five-Year: $50 to $100 million




Health Care: National Institutes of Health Budget --
Recognizing the great potentials of the age of biology and the potential to develop
new treatments and cures for costly diseases, this proposal would substantially

increase resources at the NIH to expedlte progress in the areas w1th the most potentlal
(Mandatory) : -

FY 1999: $1 billion Q@

Five-Year: $10 to $15 billion

Health Care: Race and Health In1t1at1ve --This proposal contains a number of pubhc

| health education and prevention efforts to reduce extreme racial disparities in health--
care. o "

(Dtscrettonaty)

FY 1999: $100 m11110n

Flve-Year: N/A

Memo submltted :

| into POTUS on -
- 12/9/97 '

Health Care: AIDS Spendlng - Thls initiative would increase funds for preventlon
| treatment, and education for people w1th HIV/AIDS
(Discretionary) :

FY 1999: $115 million

; Fiye-Year: N/A

Memo submitted

‘into POTUS on

12/9/97

Housing/W elfare: Welfare to Work Housing Vouchers -- A proposal for 50,000 new
housing vouchers to assist welfare recipients who must relocate in order to find

' _employment, as well as to help address the shortage of affordable housmg
(Mandatory) . S -

| Five-Year: $1.3 billion

FY 1999: $100 to $300 million

» rMemo submitted
| into POTUS on
| 12/6/97.

Housmg Raise the cap on the Low Income Hous1ng Tax Credit (LIHTC) - A
proposal to partially offset the loss of the credit’s value since 1986 because of
| inflation and population growth.” :
(Mandatory) -

FY. 1999: $120 million

Five-Y_ear2-$6'00j million .

‘Memo submitted

into POTUS on
126/97. -

'Housmg HomeownerShip Initiative -- A play- by-the rules homeownership proposal -

_to provide assistance to-families who have paid the1r rent on t1me but have some
impediment to buy1ng their own home o

(Discretionaty) ‘

"FY 1999: $30 million

1| Five-Year: $150 mﬁlion S

Labor/Jobs: Child Labor Initiative -- A comprehensive Child Labor Action Plan,
anchored by a $150 million commitment to the International Program on the :

| Elimination of Child Labor (IPEC) -- a voluntary program of the International Labour
Organlzatlon whlch is dedlcated to the elimination of child labor

(Discr_‘etionaty)

FY 1999: $84 million

| Five-Year: $420.5 million

Memo submitted .

" | into POTUS on”
12/9/97




Labor/Jobs: Unemployment Insurance -- This initiative would expand coverage to as
many as 450,000 workers, many low-wage; and save the Federal government billions
of dollars during the next recession by establishing a better trigger for extended
Unemployment Insurance benefits. The proposal would also address the
adm1n1strat1ve ﬁnancmg problems of the current system

| (Mandatory)

OMB and Labor are working on a
technical budget solution that would
make this entire package of proposals '
revenue-neutral.

FY 1999: $0-to-$164 million -

Fi?o—Year: $0 to $264 million

Labor/Jobs: Community and Economic Adjustment Initiative --As part of Fast Track
debate, we proposed creation of the Office of Community and Economic Adjustment
(OCEA). This office will be modeled after the DoD’s Office of Economic
Adjustment (OEA) -- the Administration’s first point of contact with communities
experiencing a military base closure or defense plant closing. The OCEA would
coordinate the Administration’s response to regions impacted by a major plant closing
| or trade, by working with Labor, Commerce, SBA, HUD, Treasury, and other
government entities. This group would provide planning grants and expertise to help
communities develop comprehensive economic adjustment strategies.

(Discretionary) ‘

FY 1999: $50 million

Five-Year: $250 million

* Already included in FY 1999 budget

| Memo submitted

into POTUS on
12/9/97

Pensions: An expanded pension coverage initiative that focuses on a simplified
defined benefit plan for small businesses, based on the SAFE plan proposed by the.
American Society of Pension Actuaries (ASPA). Also looking at a payroll deduction
IRA proposal, faster (three-year) vesting requirement for employer matching
contributions in 401(k) plans, encouraging automatic enrollment in 401(k) plans, a tax
credit for small businesses to promote establishment of retirement plans and a
pens1on right-to-know proposal.

(Revenue Loss)

Five-Year: $860 million

The only potential new pension proposal
with a significant revenue impact is the
simplified defined benefit plan, the only
element about which there is not
consensus. In addition, there are pension
items previously proposed by the
Administration such as non-
discrimination rule changes that also

| have a budgetary impact.

Climate Change: A $5 billion package over 5 years of tax cuts and R&D to spur
energy efficiency and reductions in greenhouse gas emissions. A commitment to this
package was announced as part of the President’s climate change announcement on
October 22nd.

Five-Year: $5 billion
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HEALTH BUDGET OPTIONS
(Dollars in billions, fiscal years)
1999 2000 2001 2002 2003 5 Years
MEDICl}RE . ~
Anti-Fraud * ' -0.1 0.4 -0.4 -0.4 -0.5 -1.8
Rieduce payment for EPO -0.045 -0.065 -0.065 -0.07 -0.075 -0.3
Payment for drugs -0.07 -0.13 -0.15 -0.16 -0.18 -0.7
Partial hospitalization -0.015 -0.015 -0.02 -0.03 . -0.04 -0.1
MSP ‘ -0.01 -0.14 -0.16 018 = 02 0.7
Pre-65 04 04 0.3 03 03 17
Displaced workers’ 0.04 0.04 0.04 0.04 004 0.2
Clinical Cancer 0.2 0.3 0.4 | 09
Long-Term Care Info. 0.005 . 0.005 0.005 0.005: 0.005 0.025 .
MEDICAID N . N
Presumptive eligibility : 0.08 0.09 -0.12 013 - 014 0.57
TANF _ 0.05  0.086 0.07 0.07 0.08 - 0.33
CHILDREN'S HEALTH INSURANCE PROGRAM ~
Puerto Rico 0.034 0.034 0.034 0.024 0.024 0.15
OTHER , i :
Voluntary Purchasing Coops  0.025 . 0.025 0.025 - 0.025 0.025 0.125
TOBACCO ‘ ;
Tobacco Revenue -9.783 -11.826 -13.359 -14.554 -16.082 -65.603
21st Century Trust Fund 1.98 335 482 6.42 8.01 24.58
NIH 1.15 218 3.27 4.45 5.71 16.76
N§F , 0.437 0.628 0.841 1.074 1.202 4.182
Other ‘ 0.395 0.543 0.708 0.893 1101 3.639
Settlement Spending 190~ 230 2.70 2.80 2.80 12.50
FederallState Funds 3.98 4.47 5.05 5.78 6.75 26.02
Federal (57%) 2.27 2.55 2.88 3.29 385 14.83
State (43%) 1.71 192 . 217 2.48 2.90 11.19
Residual * ' 192 1.71 079 -044 - 147 - 2.51

* Net of premium offset

12/22/97 § v‘vv\
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BUDGET MEETING
December 17, 1997 -

AGENDA

I CHILD CARE (B;‘uce Reed and Ele'né Kagan)
I _ FoOD STAMPS (J.ack Lew)

IIL HIGH‘ER EDUCATION (Bob Shireman)

IV.  ScHooL CONSTRUCTION/TAA (Gene Sperling)

V. REVENUES (Bob Rubin and Larry Summers)
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OVERALL CHILD CARE PACKAGE

DISCRETIONARY PROGRAMS | Five-year Cost

1. Expand After-School Programs ' : $0.5-1.0 billion
Helps 1 500 4,000 schools provide after—school programs for 75,000-200, OOO children

2. Standards Enforcement Fund A $0.5 bllhon
Helps states to improve licensing systems and enforce health and safety standards

3. Provider Trammg ' : $250-300 million
Provides|50,000 scholarshlps per year for chﬂd care workers to get advanced training

4. Research & Evaluation : ,' ‘ $50-150 million
5. Expz;nd Head Start & Early Head Start $1.4-1.7 billion
Enables over 50,000 addmonal clnldren to receive Early Head Start in 2003
TOTAL DISCRETIONARY $2.7-3.65 billion
MANDATORY SPENDING
3 1. Expand Child Carejand Development Block Grémt : ' ‘$4 9 billion

IncreaseJ; number of low-income children receiving subsidies from 1 million i n FY98 to between

1.54 m11 1on and 2.26 million in FY2003. See attached chart.

2. Early Learning Fund o : $2-3 billion
Provxdes funds to states and communities to improve. early chlldhood educatxon and child care
quality for children 0-5

TOTAL MANI)ATORY SPENDING » ' $6-12 billion
TAX CREDITS
1. Expand Child and Dependent Care Tax Credit - ~$5.2 billion

Raises t(!)p rate from 30% to 50% and phase-down from $10-28k to $30-59k, for avg. tax cut of

$358 -- eliminating tax liability for most families below 200% of poverty w/high child care costs

2. Kohl Business Tax Credit for Child Care - ' $1-2 billion
Business credit for expenses incurred in bunldmg, expandmg, or Operatmg child care facilities

TOTAL TAX R $6.2-7.2 billion

‘OVE\RALL TOTAL FOR SPENDING AND TAX $14.9-22.8 billion
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NUMBER OF CHILD CARE SLOTS FOR LOW-INCOME FAMILIES THROUGH
THE CHILD CARE BLOCK GRANT

FY 1998 FY 1999 t FY 2000 FY 2001 FY 2002 FY 2003
Baseline # of children | 1 million 1.07 million’ | 1.13 12 1.26 132
served through children children | million million - | million million

CCDBG (current : . - | children children children | children
law) ' ‘

Option One: -- $0.8 billion $0.8 billion | $0.8 billion | $0.8 billion | $0.8 billion
$4 billion increase ' A
over Syears ’

100% federal dollars - 1.29 million 1.35 million 1.42 million 1.49 million 1.54 million
' children. children children children children
80-20% match - 1.34 million | 1.41 million | 1.48 million | 1.54 million | 1.6 million
_ children children children children children
"~ | Option Two: ; - $1.2 billion $1.5 billion. | $1.6 billion | $2.0 billion $2.7 billion: '
$9 billion increase .

over five years

100% federal dollars ‘ 1.39 million | 1.55 million | 1.6 million 1.82 million | 2.07 million
g ' ‘ children child}"en children children | children .
80-20% match 1.48 million 1.65 million 1.75 million 1.96 million | 2.26 million

children children children children children

*The Child and Development Block Grant (CCDBG) is funded through three streams: discretionary, mandatory
non-matching,/and mandatory matching (based on FMAP: average of 56% federal, 44% state). Each stream is
funded at roughly $1 billion in FY 1998. The mandatory matching stream is responsible for nearly all of the
block grant gr(‘)Mh in the outyears.

*These calculations use I'Y 1998 dollars and assume a per-child cost of $3,617, which largely represents the
subsidy, but also includes set-asides and administrative costs.



SUMI\’IARY OF IMMIGRANT OPTIONS

(Five Year Costs)
Dollars
in
| ‘ Billions
1) Exempt Vulnerable Groups from Food Stamps Restrictions

A) Exempt families with children from the ban. Apply prior law 20
rules for deeming sponsor’s income (first three years in the
country instead of deeming until citizenship). .

-Exempt only children from the ban ($0.7 billion)

-Exempt parents of children from the ban ($1.3 billion).
B) }?Fxtend exemption for refugees and asylees from S to 7 years, « 0.2
as provided for in SSI and Medicaid in the BBA.
C) Provide exemption for Hmong so that they are treated as if k 0.1
they meet the veterans exemption. -
D) Exempt disabled and elderly who entered before welfare - 0.4
refolml was enacted, as provided for in SSI and Medicaid in the :
BBA ‘

2) Givié States Option to Provide Health Assistance to Legal Immigrant Children
. . ‘
A) ine States the option to provide Children’s Health Insurance - ' 0.0
Program (CHIP) assistance to legal immigrant children (only ‘
avaxlablc to States that create a CHIP program outsxde

Medlcaxd)

B) Give States the option to prdvide Médicaid to legal immigrant V 02
children. ‘

o



Student Loan Options

Costs
(cumulative)

Savings

(cumulative)

Miscellaneous Reforms. These are primarily aimed at improving

-financial incentives, and reducing costs, in the guaranteed loan

program. Recall guaranty agency reserves, eliminate bankruptcy discharges, require flexible
repayment options, ehmmate payments for supplemental pre-claims assistance, reduce default
retention.

$3.6 billion

Direct Federal Insurance. This is needed in order to achleve the reforms and savings
described above. Cost: $0.7 billion.

(80.7 billion)

$2.9 billion

Reduce student-paid fees from 4% to 3%. This addresses a problem

where some agencies are undercutting direct lending. In the guarantee
program, the 4% fee is composed of a 3% Federal fee and a 1% insurance premium charged by
intermediaries (guaranty agencies). Some of these agencies have attempted to undermine direct
lending by not charging the 1%, making direct loans more expensive. This option eliminates the
insurance premium and reduces direct loan fees to the same level of 3%. Cost: $0.6 billion,

($1.3 billion)

'$2.3 billion

Eliminate fees on need-based loans. To minimize the cost of this option, this is a
phédse-down in the out-years, to 2% in 2001, 1% in 2002, 0 in 2003. Cost: $0.4 billion.

($1.7 billion)

$1.9 billion




Veterans Tobacco Costand Savings Options
BASELINE

o The Veterans Affairs General Counsel has recently ruled that the VA must pay monthly service-connected disability
benefits to veterans for tobacco-related illness that occur after separation from the miiitary, if the veteran became
addicted to nicotine while serving in the military. .

o OMB estimates that 542, 000 veterans are potentially eligible to claim benefits under this ruling, and an additional
6,600 will become eligible annually.

o Dependlng on how quickly the VA moves to process tobacco-related clalms -- and how much more money they
- have to spend on the associated admlmstratlve costs -~ this new benefit could cost between $2 5 billion and $26.3
billion over FY 1998-2003. :

- lf(we add no new resources to process these claims, VA will pay an estimated 2.5 billion in higher mandatory
benefits (Option 1). -

- If we add modest additional resources to process benefits ($39 million over 5 years), VA will pay $8.9 billion .
in higher benefi ts (Option 2). ‘

- If we add sufficient benefi ts to process all backlogged claims by 2002, VA will pay an additional $26.3 btlllon
in higher benefits (Optlon 3). ‘

POLICY

o The Admi_nistration proposed to repeal this benefit in the FY 1998 budget. However, there were no savings
associated with the repeal because OMB had not yet added the costs of the benefit to the mandatory baseline.

o Options 1 and 2 are consistent with a'policy to repeal this béneﬂt‘.v

’ ' 12/8/97, 2:42 PM



Option 1.

No additional discretionary resources

Veterans Tobacco Cost and Savings Options
(preliminary estimates; dollars in millions)

for administrative costs of administeringvthe

benefit for tobacco-related illneSs

Increased discretionary spending
Increased mandatory costs

Option 2

Modest additional discretionary spending

Increased discretionary spending
Increased mandatory Cos’gs ‘

Option 3

Sufficient additional discretionary spending
to process all backlogged claims by 2001

Increased discretionary spending
Increased mandatory costs

: ~ FY 1998

FY 1998 FY 1999 FY2000 FY2001 FY2002 FY2003  -2003

0 0 0 0 0 0 0

8 139 309 487 673 856 2,472

0 2 4 9 12 14 41

8 139 721 1,543 2,657 3,806 8,874

0 24 56 68 o .0 148

8 139 6,290 9,575 5124 5205

26,341

- 1218/97, 2:42 PM
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Tobacco Revenue Scenarios

Attached are exhibits that assume:

Tobacco recelpts rising from 50¢ in 1999 to $1 .00in 2003 t0 $1.50 in 2008 in real
19998.

Annual net payments to states are fixed at levels assumed by parties involved with
the Settlement (rising from $4b in 1999 to $8b by 2004). (The settlement itself .
specifies no particular level of payment.)

~ No account has been taken of the possibility that (57% of) these funds could
offset planned Federal efforts. Doing so could add $15b (57% of $26b) over 5
years and $38b over 10 years. We have not taken into account that funds could
be spent as the state portion of a federally matched program.

Tobacco Settlement/Constituency Payments:

- Some items are included, but any that arguably will be undertaken by the US
government or states have been dropped (e.g., Public Health Trust Fund,
cessation research) or reduced considerably (e.g., FDA enforcement, cessatlon
trust fund)

~~  Civil suit reimbursement mcluded at the levels pro;ected by parties mvolved in the

| negotlatlon ($2.8b over 5 yrs; $12.8b over 10).

— Included limited funds for international efforts and payments to farmers ($100m
_ per year each, $200m beginning 2004)

Scenano A: Protecting State & Most Setﬂement Funding, But Not Federal

Draft of 12/08/97 22z1pm

Research

Under this scenario, $27b would be available for Federal research and related
activities in the first five years, $74b over 10 years.

“Scenario B: Protecting State & Most Federaf Research, Bat Not Settlement Items |

(Except Litigation Claims)

Under this scenario, $32b would be available for Federal research and related
activities in the first five years, $83b over 10 years. The Federal share was
estimated by assuming the Federal government receives first call after the state
allocations and payment of civil lawsuit claims. The resulting Federal revenues
would rise from $4b in 1999 to $12b in 2008.

Settlement—related and constltuency claims (e.g., farmers) would be reduced
substantially.

Tobacco Revenure Scenarios.doc



PER PACK REVENUES - Real 19993%
: - Current $

TOTAL REVENUES (billions current $)

USING TOBACCO REVENUES TO FUND VARIOUS INITIATIVES

Revenues in billions current §; per-pack equh@a!ents in real & current §

A Protecting State and Most Tobacco Settlement Funding, But Not Federal Research

Research & Other Federal Funds

Annual Net Payments to States

Tobacco Settlement/Constituency Funds
- Total Uses ~ Package A

B Protecting State and Federal Funding, But Not Settlement items (Except Litigation Claims)

Research & Other Federal Funds

Annual Net Payments to States

Tobacco Settlement/Constituency Funds
Total Uses — Package B

Comparing Federal Funds to Potential Needs
Federal Funds under Scenario A
Federal Funds under Scenario B
Doubling NIH in 10 Years

Receipts net of other tax losses.

1.0 2.0 3.1 43 5.6 7.6 8.5

1999 2000 2001 2002 . 2003 2004 2005 2006 2007,‘ 2008
0.50 0.65 0.80 0.90 1.00 1.10 1.20 1.30 1.40 1.50
0.50 - 0.67 0.85 0.98 1.13 1.28 1.43 1.60 1.77 1.96
81 100 12.2 13.4 15.0 16.6 18.1 19.7 213 23.0
3.3 42 6.0 5.1 6.7 6.4 7.9 9.5 9.0 10.7
40 45 45 - 8.5 6.5 8.0 8.0 8.0 8.0 8.0
0.8 1.3 1.7 1.8 1.8 2.2 2.2 2.2 .43 4.3
8.1 10.0 122 13.4 15.0 16.6 18.1 19.7 21.3 23.0
4.1 5.1 6.9 6.1 7.7 7.4 8.9 10.5 10.1 11.8
4.0 45 45 6.5 6.5 8.0 " 8.0 8.0 8.0 8.0
- 0.0 0.4 0.8 0.8 0.8 12 . 12 12 3.2 3.2
8.1 10.0 122 13.4 15.0 16.6 18.1 19.7 21.3 230
3.3 4.2 6.0 51 ) 6.7 6.4 ;.9 . -] 9.0 10.7
4.’1 5.1 6.9 6.1 7.7 74 ‘ 8.9 10.5 . 10.1 11.8
104 1.8 13.6

FY88-03

58

25

30
16

FY99-08

157

69
66
23

157

69
79
67

DRAFT 12087 m_a



HEALTH CARE INVESTMENT OPTIONS FOR FY 1999 BUDGET

December 4, 1997

AGENDA

" Pre-65 Options

Other Health Investment Initiatives



CLOSER LOOK AT PEOPLE 55 TO 65 YEARS OLD

As people approach 65 years old, they ére. less likely to work full-time (chart).

,

Similar!y, the proportion of the uninsured who are retired increases:
- 12 percent of uninsuréd 'ages 55 to 59 are retired, compared to

- 43 percent of the uninsured ages 62 to 65.

Work Status of People Ages 55 to 65 Years Old -

100%

" Retired

80% L

60% 1 , Part-Time,

Non-Workers
40%' L
. Full-Time
20% .. , Workers
0% 4| n

5510 59 60 to 61 62 to 64




.

As Prdportion of Workers Declines, So Does Access to Affordable Health Insurance

. People ages 62 to '65, compared to people ageé 55 {0 59, are (chart):
- More likely to be uninsured: 16 versus 13 percent
- More likely to purcrhase more co::-stly individual insuran’ce (12 to 9 percent).
s This.age group also has increased health problems comp‘afed to the 55 to 59 year olds:

- More likely to report fair to poor health (26 versus 20 perce‘nt).

Health Insurance Coverage, 1996
100% - : ' -
B Uninsured
80% | Inn)lua ‘
|  Public
60%
40% | Employer
20% -+
0% +— R
55t0 59 _ ._ 62 to 65




GROUPS WITH SPECIAL ACCESS PROBLEMS

“Broken Promise” Retirees: Some employers have terminated retiree health coverage
programs leaving retirees without work and often without health coverage options.
- Although the number affeoted is unknown and likely small, this group is hlgh!y visible.
Displaced Workers: About 700,000 workers ages 55 to 65 lose theirjobs due to plant
closings their jobs being e!iminated and other unforeseen events. '
- About 55 percent are re-emptoyed relatlve to 75 percent of workers ages 25 to 54

Nearly hah‘ of those remaining unemptoyed !ose group coverage~~ e e S
Widows, Divorcees, and Never Marrled People: About 40 percent of all umnsured in thls
age bracket are widowed, drvorced or never marrled

- About 750,000 women ages 55 to 65 are unmsured and unm_arried.

Medlcare Spouses About 420,000 of the 3 mlllron unlnsured ages 55 to 65 have spouses
covered by Medicare. :

- Almost all (92 percent) are women.

- Only about 15 percent of these uninsured spouses are fut!-time workers.



'PROBLEM: AFFORDABILITY AND / OR ACCESS
~ As with younger populations, many of the uninsured pre-65 year olds snmply cannot afford
health insurance.
- One-third of the uninsured people ages 55 to 65 years old aré poor.

- Nearly half of all uninsured 55 to 65 year olds who reporf fair to poor health are poor.

However, this population has unique access problems.

. Older people tend to be sicker.

»People ages 60 to 64 are nearly three ‘umes more- llke!y to report faur to poor
health as those ages 35 to 44.

People ages 55 to 65 have twcce the pfobabi!ity of experiencing heart disease,
emphysema, heart attack, stroke and cancer as people ages 45 to 54.

- Access to employer-based insurance declines as people approach age 65.

- The reliance on individual insurance — which can be prohibitively expensive due to
underwriting or age rating — increases.

Premiums for a healthy 59 year olds range from $3,500 to $10,000.per year;

In states like Florida, policies are often underwritten, increasihg costs significantly -

5



" BASE POLICY OPTION
Restrict Eligibility to People Agés 62 to 65 Year‘Olds
- This age»group is: . |
Lesé likely to have access to émployér insurance and CQBRA
Less likely to work (so the polioy does n‘ot induce retirement)
Mére likely to rely on éXpensiveindividual ins‘uraince‘ |

- About 900 000 are unmsured and 700,000 buy mdlwduai insurance.

“Amomzed” Payments but No SubSIdles L S ——

- Costly: The higher costs for this age group make subsidies very expensive.

Possibly reduces retiree health coverage: May encourage employers to end
coverage; could possibly increase retirement.

Medicare Buy-In rather than COBRA
- Peop'lé ages 62 to 65 are less likely to have access to a COBRA option -
- Connects participants with eventual insurer

. Avoids criticism that the policy is a business mandate and increases premiums



STRUCTURE AND POTENTIAL ANNUAL COST OF BUY-IN

. Eligible people pay premiums (without subsidies) to buy into Medicare.

- Standard premium': This amount is paid while enrolled, like private premiums. .

- “Amortized” amount: The additional amount due to the extra costs of this group
would be amortized, or paid for in instaliments for the rest of the beneficiary’s life.

. Medicare would cover the non-amortized amount of the premium up front, at a cost, but
“would recover that cost over time as the beneficiary pays the amortized premium amount.

POTENTIAL ANNUAL COSTS
POTENTIAL ENROLLMENT AVERAGE ' STANDARD AVG. COSTS POSSIBLE
‘ o - MONTHLY PREMIUM MINUS MEDICARE
, . COSTS : PREMIUM PAYMENT
100,000 People in Poor Health * $915 $305 $610 $0.7 billion
200,000 People in Fair Health* $458 - $305 $153 $0.4 billion
300,000: Both Groups $610 $305 $305 ~$1.1 billion

Notes:

* Approximates the first-year Medicare costs; assumes participants would not begin paying amortiz

ed premium until agé 65

Assumes that the cost is the difference between the actual average monthly costs and the standard premium.
* These numbers represent about 100 percent of the uninsured/ individually insured people in poor health and 80

percent of the uninsured/ individually insured people in fair health in the 62 to 65 year old age group.



OTHER POSSIBLE OPTIONS

. “COBRA?” Option for “Broken Promise” Retireés

Retirees 55 to 65 who had health coverage but whose former employer “broke the
promise” to continue that coverage could buy into that employers’ plan, like COBRA

. Prem‘iUm could be set at 125 to 150 percent of the group rate.

Rationale:” Gives retirees an affordable option and holds employer somewhat
accountable for ending coverage for retirees -

A ;‘--. e e -‘.,Medicare.Bu,y-ln,for:Speéial Groupé-. R _ T

Certain groups of 55 to 65 year olds lacking access to employer insurance and often
COBRA (listed below) could buy into Medicare in the same way that the 62 to 65 year
o!ds would: .

Displaced workers who have been uninsured and unemp!oyed
‘Medicare beneficiaries’ spouses who lose coverage when their spouse retires . -
Unmarried people without access to a spouse’s insurance.

Rationale: Their srnall numbers,. lower access to COBRA, and low risk of crowding out
other types of coverage may argue for a Medicare option for these groups.



OTHER PRIORITY HEALTH INVESTMENT OPTIONS

| ‘AMEDICARE

. ~Private long-term care options Allow standardrzed private long-term care plans to market
' to beneficiaries through the managed care mformatron system ($20 to 25 million over 5) '

. -" , Clmlcal cancer trial coverage Coverthe patlent care costs associ ated wrth certam hlgh-
quality, cancer treatment clinical trials ($1.7 to 3 billion over 5)

;COVERAGE IN!T!ATIVES

A ‘ . » | Chil'ld’ren s health out’reach 'Or':)trons' range fro‘mprovidrng bonus oaymentsfor enrollmg
T T T "Medrcaid eligible unrnsured to-expanding- presumptlve elrglblhty ($0.5to0-4- brllron -OVer-5) -

e 'Demonstratlon for workers changmg jObS Fund several states to help pay for premlums
‘ for families losing coverage -due to jOb change usmg different models ($1 to 4 billion- over 5)

B e Demonstratron for de mstltutlonahzmg people wnth dlsablhtres Fund severat state
- demonstratron of approaohes to help people lrve in'the communlty ($50 to 100 mrtllon over 5)

Ce ,,Smalt busmess group purchasmg Fund voluntary purchasing cooperatrves for smalt
- ‘busrnesses exptore other ldeas for Iowerrng their insurance costs ($50 to 100 million over 5)

RESEARCH

. !ncrease the Natlonal Institutes of Health (NIH) budget ($5 to 15 brlhon over 5) i
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Possible Health Entitlements Initiatives
‘ \ 5-Year Costs
. - I , ' _ ; l(Sb/ﬂhong) O
Improve access to health insurance for pre-Medicare eligible:individuals* - ‘ %15/45; !
State prants for health insurance for workers between jobs* 5 o $3- 8§15
Expand Medicare coverage to include cancer-related clinical trials $1 - $3
Enbanced Kid's Health FMAP for children eligible, but not énrnlled in Medicaid N | $0,‘ .$,1 5
Design Medicaid long-term car§ demonstration for the disabled | $0.4 - 2
| Design Medicare long-term care demonstration for the elcier:iy : 30 - 54
Create an incentive program to reduce errors and eliminate ffraud in Medicaid , $0-$03
Give grants to states t;o establish voluntary purchaé;ing coupeirativcs* . 0.1
Raise or ciiminatc lifetime benefit limits for private health pians ‘ | - $i).2
Increase CDC community-based testing for lead poisoning in children (Medicaid costs) $0.2 -80.3
Limit health insurance prem:i‘mn variation _ “ ) ' ,Sé |
Modily Medicaid upper payvment limit for managed care cm;tract,; : | | - 50
" Reform FEHBP ‘ : . ' possib!e‘ savings
Totl S ;, | $21.9 - $94.9

* These proposals could have lower costs if they were conducted as demonstrations.

Note: All cost cstimates are preliminary.
Note: Proposals to restore benefits to certain legal immigrants are also being considered.
“ These proposals have 5-ycar Medicaid costs of $0.9 - $2 billion.




POTENTIAL MANDATORY SAVINGS PROPOSALS
- (IN MILLIONS OF DOLLARS) '
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- FY 99-03
FY 1999 FY 2000 FY 2001 FY 2002 FY 2003 Total
~ Restrict States' ability to shift administrative
costs from TANF to Food Stamps and N , oo
MedICaid........oovriirniiiiris 544 -580. 621 -665 2933
" Recall education loan guaranty agency S : o
‘ TESEIVES...c.coiivriviriircinicnsainenns T =037 237 ‘ _237 -236 236 -1183
Reduce excess payments to student Ioan : o :
INtermedianies. .....coccever e veeenens | - 704 452 _ 533 -550 573 2814
Restructure child support enforcement
financing (8% of administrative’ S ,
vexpendxtures) ..... e g3 309 367 419 601 B 780
Above CSE recommendation plus 5.6% . _ - o ,
additional administrative savings......... 2234 -2441 248 -256 -263 1242
Reduce export enhancement (EEP)........ v V -230 -259 -188 ~  -198 -208 -1083
Collect State Bank Exam fee (Federal ‘ _
Reserve) .......................................... ‘ -100 -104 ’ -109 -114 -119 -546 .
Close the Agriculture loophole allowing « :
income support abuse (AMTA) ............. -125 -114 . _97 -92 -92 -520
Improve Food Stamp Quality Control and ~ ‘ :
Retailer Integrity.......ccccveeveeerennn. . -63 -63 -63 -63 -63 -315
Total SAVINGS...cccmrrreerrerrrerereeeeseecsversevssenes . -2309 -2323 <2422 -2549 -2820 -12425

s b pie bet
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POTENTIAL SAVINGS -- MANDATORY OR DISCRETIONARY
(IN MILLIONS OF DOLLARS)

. FY 99-03
FY 1999 FY 2000 -- FY 2001 FY 2002 FY 2003 Total

Reinstate Superfund taxes............... -1765 -1375 © -1395 1432, -1471 -7438
Extend 2.5 cent general fund tax on A . o ' . -
QGSOhOI .................................. ST 4 -57 _259 -330 _343 -357 -1346
Use $0.05 of the gas tax to pay for , o - K
‘Research.........; .............................. A 525 505 525 525 525 2625
Subtotal, Mand./Disc. proposals....... | -2347 -2159 | -2250 -2300 -2353 -11409

“TOTAL; All ProposaIs..u-,;...:;;..-.'....-.Ar... T 48567 4482 4672 - -4849° 5173 23834



