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MEMORANDUM March 9, 1998
' FROM: Richard S. Foster

Sally T. Burner

Elliott A. Weinstein

Office of the Actuary

SUBJECT: Estimated Financial Impact of the Administration Proposal To Allow Voluntary
Purchase of Medicare Coverage at Ages 62 10 64

On January 6, 1998, President Clinton announced a proposal to expand Medicare coverage to certain
categories of individuals below age 65 on a voluntary basis. The first category includes certain
persons at ages 62 to 64; in addition, individuals at ages 55-t0 61 who meet specified eligibility
requirements could enroll as “displaced workers,” as could their spouses. This memorandum
describes our estimates of the financial impact on the Medicare program of the first part of the
proposal, namely the voluntary coverage of certain persons at ages 62 to 64. The estimates in this
memorandum are subject to change if the specifications for the proposal are modified.

Under present law, ehigibility for Medicare benefits is generally limited to persons who are age 65 or
older.! Under the subject proposal, individuals at ages 62 through 64 would be allowed to voluntarily
purchase Medicare coverage through payment of monthly premiums. These premiums would be paid
from the time of enroliment through age 84 and would be designed to cover the full cost of benefits
prior to age 65. Voluntary enrollment would be limited to persons who do not have access to
employer-sponsored health insurance, Medicaid, or other Federal group health insurance coverage.
In addition, individuals would have to enroll at the first opportunity (e.g., at age 62 or upon cessation
of their group insurance coverage at a later age). Enrollees would be offered the full choice of
Medicare managed care or fee-for-service options. Once enrolled prior to age 65, participants could
withdraw from participation but would generally face a premium penalty (described below) and could
not re-enroll prior to age 65.

To purchase coverage, enrolling individuals would pay monthly premiums in two stages:»-A “standard
premium” would be payable prior to age 65 and would equal the average per capita cost of coverage
if a/l individuals between ages 62 and 65 were covered by Medicare. At ages 65 through 84, an
“amortization premium” would be payable equal to the amortized value of the difference between
total Medicare costs prior to age 65 and the corresponding standard premiums at those ages.

For example, under the subject proposal an mdmdual enrolling at age 62 in 1999 would pay the
following premiums:

= $305 per month in 1999, $307 in 2000, and $319 in 2001, representing the average monthly cost
each year if everyone in the 62-64 population were covered.

= 348 per month at ages 65 through 84 (to amortize the Medicare costs incurred prior to age 65 in

excess of the premiums paid).
!

" Individuals who have received Social Security disability benefits for at least 24 months and persons with end-stagc renal
disease are slso eligible.
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The standard premium would vary each year, to match increases in program costs. The amortization
premium would be a fixed amount throughout an individual’s repayment period, but would vary from
one participant to another, depending on his or her year of enrollment and age at enrollment. Both
types of premiums would vary geographically, with enrollees in higher-cost areas paying greater
premiums than those in lower-cost areas. Earollees who terminated their Medicare coverage prior
‘to age 65 would still be responsible for payment of amortization premiums for their perlod of
participation, rounded up to the next hlgher multiple of 12 months 2 . |

Table 1 (attached) shows an ﬂlustranve matrix of standard and amortization premiums that would
apply for participants in the first S years. Results are shown for exact ages of enrollment only (62,
63, or 64) although in practice varying amortization premiums would be required for m-between ages
of enrollment. The amounts shown represent national averages as noted above, actual prermums

would vary geographically. g

Table 2 (attached) presents the estimated increases in Medxcare beneﬁt payments, adnumstrauve
expenses, and premium revenues, and the overall net cost to Medicare under the subject proposal.
The total net cost to Medicare over the first 5 calendar years (1999- 2003) is $1.5 billion. T}us cost
results from two factors:

¢ In the short run, benefit costs and administrative expenses would outwelgh premium Collectlons
since about one-third of the initial costs at ages 62-64 would not be paid by enrollees until after
age 65, rather than year-by-year as the costs are mc:urred d o

» Although the premiums would be determined on the basis of the estimated costs for those who are
expected to ultimately enroll, the first people to sign up at program inception would tend to be
uninsured individuals in relatively poor health. The pre:mums paid by these initial enroliees would
not be sufficient to cover their costs, resulting in a one-time pennanent cost to Medicare, esnmated
to total about $0.3 billion. :

. P
In addition to these Medicare costs, there would be an increase in OASDI benefit ’payménts and
administrative expenses. Some individuals who are currently working and covered by employer—
sponsored health insurance would elect to retire if they could obtain Medicare coverage priorto .
age 65. The Office of the Chief Actuary at the Social Security Administration has estimated that
these OASDI costs would total $0.5 billion over fiscal years 1999-2003. This cost would not be
covered by premium payments over time, since the premium determination would be de&gned only

~ to finance the additional Medicare costs prior to age 65." Under the Administration’s Budget

legislative package, however, the net Medicare and OASDI costs described above would be offset
by other Medicare savings proposals (see memorandum dated March 11, 1998 by Solomon M.
Mussey). j .

|

|
]

% For examplc, someone terminating coverage after 18 months of pamolp&uon would be required 1o pay amanuauon
premmm:. at ages 65-84 as if they had pamclpated for a full 24 months.
Over time, as the number of beneficiaries paying amortization premiums increased, the aggregate amount of! premiums
puid by beneficiaries st all ages in a given year would approximately offsct the cost of benefits to carly enrollees atages
62 10 64 in that year. This “equilibrium level” would not be attained tor roughly 20 ycars -
!

S
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We estimate that the following numbers of people at ages 62-64 would elect to enroll in Meidicare
under this proposal. These figures represent the ultimate increase in the number of beneﬁc:anes after
enrollment has fully phased in (as opposed to an annual increase in beneficiaries).

!
i

Number of Medicare enrollees, . Medicare enrollment rate,

Health insurance coverage by health status _ by bealth statug
V under present law. Above avp Belowavg.  All = Above avg. Below avg All
Uninsured . . ... ... .. R 18000 49000 67,000 . 3% - 19% 8%
Private individusl coverage . . . . .. 44000 72000 16000  10%  82%  23%
Private group coverage (workers) .. 17,000 3,000 20,000 1% 1% 19/?

Al 79,000 124000 203000  — - =

The estimates shown in this memorandum are based on the assumptions underlying the President’s
1999 Budget. The estimated mumbers of people who would voluntarily enroll in Medicare under this
proposal, and the associated changes in Medicare benefits, administrative expenses, and premiums,
are based on limited data and necessarily involve a substantial degree of behavior modelmg and
judgment. Consequently, while we prepared these estimates to the best of our abilities within the
available time, the results are necessarily uncertain. Actual future costs resulting from enactment of
this proposal could vary significantly from these estimates. «

J 2 MS‘SK_

Richard S. Foster, F.S.A. ;
Chief Actuary i

Sally T. Burner, A.S.A. . i
Spectal Asgistant to the Chxef Actuary

HD 7. WonslD

Elliott A. Weinstein, A.S.A.
Actuary :

i

Note: David R. McKusick, F.S.A_ and James W. Mays of Actuarial Research Corporation provided
technical assistance with the preparation of the estimates shown in this memorandum.

Attachments (2) |
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Table 1

IDlustrative standard and amortization premiums, under a proposal
to allow voluntary purchase of Medicare coverage at ages 62 to 64

Standard premium payable at ages 6264, .

by calendar year ‘
Monthly prommium payable :
by all voluntary enrollees
Calendar ycar at ages 62-64
1999 ..o .. $305 ,
2000 . $307 f
2001 ........... s 819
2002 ... R 8333 ?

2003 ...l $355

Monthly amortization premium payable at ages 65
through 84, by year of enrollment and age at enroliment

Calendar year Age at enrolimont ;

of enrollment 62 63 64
1999 . ........ $48 $31 - $15
2000 ......... $50 $3] . $15
2000 ......... $52 $33 $15
2002......... $55 s34 $16
2003 ...... . 858 $36 517 |

Examples: 1. An individual enrolling at age 62 in 1999 would pay monthly premiums
of $305, $307, and $31¢9 in 1999-2001, respectively, and a monthly
pramium of $48 in 2002-2021.
2. An individual enrolling at age 63 in 2001 would pay monthly premiums
of $319 and $335 in 2001.2002, rcspc&uvcly and a monthly premium
of $33 in 2003-2022.

Note: Standard and amortization premiums would vary geographically. The illustrative
amounts shown here are based on estimated national averages. |

Office of the Actuary ;
Health Care Financing Admin,
March 9, 1998 ‘
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Table 2

Estimated increases in Medicare benefit payments, administrative expenses,
and premium revenues, under a proposal to allow voluntary purchase of
Medicare coverage at ages 62 to 64

(In billions)
Calendar year' Total,
1999 2000 2001 2002 2003 1999-2003
Increasc in Medicare benefit expenditures . . .. . $0.5 $10 $10 SL1  §12 $48
" Increase in Medicare administrative expenses . . Q) Q) Q) CING| -
' Increase in Medicare premium reverue . ... $03 $06 $07 $08 $09  $34
Net total cost to Medicare ......... FU $0.2 $0.4 $03  $03 $0.3 $1.5
" Fiscal vear’ Total,
1999 2000 ~ 2001 2002 _ 2003 1999-2003
Increase in Mcdicare benefit expenditures . . ... $02 $10 $10  $11 $1.2 $4.5
Tncreasc in Medicare administrative expenses . . 0 ® A A A
Increase in Medicare premium revenue . . . .. . 801 $0.6 $07 -S08 -$09 $3.1
Net total cost to Medicare . ... .. ST $0.1 %04 . $03  $03  $03 $1.4

! Assumes a July 1, 1999 effective date
? Less than $50 million.

Note: There would also be associated increases in OASDI benefit payments and administrative expenses. The
Office of the Chief Actuary, SSA, has cstimated that these costs would total $0.5 billion over fiscal ycars
© 1999.2003.

Office of the Actuary
Health Care Financing Admin.
March 9, 1998
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MEMORANDUM March 10, 1998

FROM: Richard S. Foster
' Sally T. Burner
Elliott A. Weinstein
Office of the Actuary

SUBJECT: Esumated Financial Impact of the Administration Proposal To Allow Voluntary
Purchase of Medicare Coverage by Displaced Workers at Ages 55 to 61 and Their

Spouses

On January 6, 1998, President Clinton announced a proposal to expand Medicare coverage to certain
categories of individuals below age 65 on a voluntary basis. The first category includes certain
persons at ages 62 to 64; in addition, individuals at ages S5 to 61 who meet specified eligibility
requirements could enroll as “displaced workers,” as could their spouses. This memorandum
describes our estimates of the financial impact on the Medicare program of the second part of the
proposal, namely the voluntary coverage of displaced workers at ages 55 to 61 and their spouses.
The estimates in this memorandum are subject to change if the specifications for the proposal are
modified.

Under present law, eligibility for Medicare benefits is generally limited to persons who are age 65 or
older.' Under the subject proposal, displaced workers at ages 55 through 61 would be allowed to
voluntarily purchase Medicare coverage through payment of monthly premiums. These premiums
would be paid during the pericd of enrollment only and are not expected to cover the full Medicare
costs of the individuals enrolling.? Voluntary enrollment wold be limited to persons who:

» Are eligible for Unemployment Insurance benefits at the time of displacement;

+ Have lost henlth insurance coverage as a result of an involuntary termination of employment and
who had such coverage for at least one year prior to termination,

+ Have no access to employer-sponsored health insurance, including COBRA continuation rights®
or coverage through a spouse; and :

+ Are not eligible for Medicaid or any other Federal public health insurance program.

" Individuals who have réceived Sosial Security disability benefits for at least 24 months and persons with end-Stage renal
disease are also eligible.

2 Inboth respects, this proposal differs significanty from the proposal to allow voluntary enrollment for certain persons at
ages 62-64, For the latter proposal, premiums would be payable from the time of ¢nroliment through age 84 and are
intended to cover enrollecs’ entire cost of Medicare benefits and administrative expenses prior to age 65. See our
memorandum dated March 9, 1998 for further details.

? In other words, displaced workers eligible for continuation of group health insurance under the Consolidated Omnibus
Budget Reconciliation Act of 1985 (COBRA) must first ¢lect and exhaust such coverage before becoming ¢ligible to
purchase Medicare coverage under this proposal.

e o b et S S b ok e e
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In addition, individuals would have to enroll within 62 days of displacement (or, if later, the loss of
their eligibility for other coverage, e.g., COBRA continuation).* Enrollees would be offered the full
choice of Medicare managed care or fee-for-service options. Once enrolled prior to age 62,
participants could withdraw from participation but could not re-enroll unless they again met all of the
qualifying conditions listed above. Displaced worker enrollees who subsequently became re-
employed could continue their voluntary Medicare coverage, if they remained without access to other
public or employer-sponsored health insurance. Spouses of displaced workers would also be eligible
to enroll at any age if they, too, met the eligibility and enrollment conditions (other than having lost
a job). Medicare coverage under this proposal would end once the displaced worker attained age 62,
such mdividuais could continue coverage under the age 62-64 enroliment prowvisions if they met the
eligibility criteria. Spouses’ coverage could continue through age 61 as long as the displaced worker
remained covered and the spouse did not have access to public or employer-based coverage. '

Displaced workers and spouses would each pay monthly premiums throughout their period of
participation. The premiums would vary geographically and by age group. At the national level,
premiums would be set each year to equal 165 percent of the average monthly cost if everyone in the
population at those ages were covered by Medicare. Table 1 (attached) shows illustrative prexmums
by age in 1999, based on estimated national average amounts.

In practice, many individuals choosing to enroll in Medicare under this proposal would do so only
if they anticipated receiving health care coverage with a value at least equal to their premum -
payments. As a result of this “antiselection” tendency in the enrollment decision, the cost of the
enrollment group would exceed their premium revenue and the Medicare program would experience
a net cost under the proposal. Table 2 (attached) presents the estimated increases in Medicare benefit
payments, administrative expenses, and premium revenues, and the overall net cost to Medicare under
the subject proposal. The total net cost to Medicare over the first 5 calendar years (1999-2(}03) is
$0.2 billion. Under the Administration’s Budget legislative package, this net Medicare cost would

" be offset by savings from other Medicare proposals (see memorandum dated March 11, 1998 by
Solomon M. Mussey).

We estimate that the following numbers of displaced workers and spouses would elect to enroll in
Medicare under this proposal. These figures represent the increase in the number of beneficiaries in
the year 2006, after enrollment has ﬁ.llly phased in (as opposed to an annual increase in beneficiaries).

Number of Medicare enrollees,

— byheslthstams
Categorv of enrollee Above ayg. Belowavg. . All
Displaced workers . ... .......... 4,000 12,000 16,000
Re-employed displaced workers ... 15,500 47,500 63,000
SPOUSEs . ... .................. 19,500 19,500 39,000 -
S Total ... e 3'9,000 79,000 1 18,000

* “Ihe proposal is assumed to become eﬁ'ecme on July 1, 1999; workers dmplaced since January 1, 1998 would be mmally
ehgible for volunmry coverage. .

—_—2
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The estimates shown in this memorandum are based on the assumptions underlying the President’s -
1999 Budget. The estimated numbers of people who would voluntarily enroll in Medicare under this
proposal, and the associated changes in Medicare benefits, administrative expenses, and premiums,
are based on limited data and necessarily involve a substantial degree of behavior modeling and
judgment. Moreover, there was limited time available for the preparation of these estimates.
Consequently, while we prepared these estimates to the best of our abilities within the available time,
the results are necessarily uncertain. Actual future costs resulting from enactment of this proposal
could vary significantly from these estimates.

//? ey CS&Q
Richard S. Foster, F.S A.
Chief Actuary

7 oy &
Sally T. Burner, A S.A.
Special Assistant to the Chief Actuary

T L. WocritsrD

Elliott A. Weinstein, A.S.A_
Actuary

Note: David R McKusick, F.S.A. of Actuarial Research Corporation provided technical assistance
with the preparation of the estimates shown in this memorandum.

Arttachments (2)
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Table 1

Illustrati\{e monthly premiums in 1999, under a proposal to
allow voluntary purchase of Medicare coverage by displaced workers
at ages 55 to 61 and their spouses, by age group

| . Monthly premium payable in 1999

6061 ........ 8437 $437 -
5559 .. .. $394  $394
50-54 ... .. , — - $343
45.49 .. ... .. R $302
40444 ... ..., — 271
35-39 ........ — ' $251
30-34 ... — 5241
2529 ........ R s
2024 ..., — %206
Below age 20 .. — s

Note: Premiums would vary gécgraphically. The illustrative amotnts shown here are
based on estimated national averages. : '

Office of the Actuary
Health Care Financing Admin.
March 10, 1998
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Table 2
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Estimated increases in Medicare benefit payments, administrative expenses,
and premium revenues, under a proposal to allow voluntary purchase of
Medicare coverage by displaced workers at ages S5 to 61 and their spouses

(In billions)
Calendar vear! Total,
1 999 2000 2001 2002 2003 1999-2003
Increase in Medicare benefit expenditures . .. .. $0.1 $02° 803 $04  $0.5 $1.5
Increase in Medicare administrative expenses . . A & .0 Q] A A
Increase in Medicare premium revenue . .. .. ... %01 $02 $02 $04 $05 $1.4
Net total cost to Medicare . .............. NG ONG) &  sou $0.2
Fiscal vear! Total,
1999 2000 2001 2002 2003 1999.2003
Increase in Medicare benefit expenditures .. ... A $0.2 $0.3 $0.4 $05 " $14
Incresse in Medicare administrative cxpenses . . A 6 A Q) Q) @)
Increase in Medicarc premium revenuc .. .. ... A $02 $02 $03 $05  $1.2
Net tolal cost to Medicare ... . ........... & & 'O N ) $0.} $0.2
! Assumcs a July 1, 1999 cficctive date,
? Less than $50 million.
Office of the Acruary
Health Care Financing Admun.

March 10, 1998
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MEMORANDUM | © March 11, 1998

FROM: Solomon M. Mussey
Office of the Actuary

SUBJECT: Estimated Short-Range Financial Effects of the Proposed Medicare Legislation in the
President’s 1999 Budget

This memorandum summarizes our estimates of the short-range financial effects of the proposed
Medicare legislation in the President’s 1999 Budget. The detalls of the proposals in this package are
available from the Office of Legislation.

The estimated savings under this package are $0.2 billion for HI and $0.6 billion for SMI over the
5-year period FY 1999 to FY 2003, based on the economic assumptions specified by OMB in the
President’s 1999 Budget.! The corresponding 10-year impacts (FY 1999 to FY 2008) are $1.1 billion
for HI and $2.1 billion for SMI. The estimated impacts shown here and in the attached table do not
inchude the effects of certain other proposals, such as program management and user fee initiatives.
The collective impact of these initiatives on benefits is estimated to be negligible. The estimated
impacts of the HI proposals in the President’s Budget do not have a s1gmﬁcant impact on the
estimated depletion date of the HI trust fund.

The attached table shows the change in expenditures net of any premium revenue impact under each
proposal through fiscal year 2008. The table presents estimates on 2 “stand alone” basis—that is,
the estimates shown for each individual provision represent the financial impact of that provision only,
excluding possible interactions with other provisions in the package. Such interactions would have
a negligible financial impact. The estimates shown in this memorandum are subject to significant
uncertainty. Actual future savings or costs under these proposals could differ mgmﬁcanﬂy from these

estimates.
Lo .
Solomon M. Mussey, A
Director, Medicare and Medmaid :
Cost Estimates Group
Attachment

! “Savings” include the net reduction in HI and SMI bencfit ckpendmres plus the net increase in premiums
and other revenues. Changes in administrative costs arc not reflected, except for the two proposals to extend Medicare
coverage on a voluntary basis to certain individuals below age 65.

/
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FY 1988 President's Budge! Proposed Law .

{in $mlllions)

Provision C FY1999 FY2000 FY2001 FY2002 FY2003 FY2004 FY2005 FY2008 FY 2007 FY2008

Insurer Reporting
M1 . -5
SMi 5
. EPO ‘
Hi B :
sMl - -45
- Partlal Hospitalization
Hi 0
sM -15
Drug Acquisition .
H LY
s 70
Centers of Excellence
Hi -40
SMi . 0
Medicare Coverage at Ages 6264
Hi 48
SMI 47
Medicare Coverage for Displaced Waorkers and Spouses
Hi 3
SMi 3
Clinical Trials
Hi 2
. SMi b7}
HI Total [
SMI Total -85
Medicare Tatal -79

1/ For each Medicare provision, each of the H1 and SMI impacts are nel of any premiur revenue impact.

~100
~40

-65

-18

- 136

<70

182 -

177

14
14

Y

26

&9

-33

Net Medicare Cost (¢} or Savmgs ) v

110
-50

¢

85

o
-20

0
150

-110
-10

167
182

17
17

r

7.

-38
-116
152

-126

160

150
-10

150
148

22
22

-103
~157

140

80

Q
-75

-40

. -180

-16Q
-10

140
137

29
28

-13¢

-3

145
-85

0.

-80

0
-45

0
180

-160
-10

133
129

co ¥8

-137

-384

-155
75

-85

«210

-170
-10

124
121

41
40

-160
-269
-429

-165
-85

-55

220

-180
-10

16
113

-183

-485

-170
90

-230

-180
-10

109
108

50
48

-201
331
532

185
85

-100

-250

-180
-10

mm

-221
371
-592

FY 1999-03 FY 195808

-480
210

320

-120

687
669

<238
617

2/ Under this proposal, the beneft costs of 3110, $137, and $163 miliion for H and $80, $113, and $137 million for SMt for FY 1899 to FY 2001 respeclively, are anlicipated to
be reimbursed by funds earmarked from (he tobacco settieman proposal. Therefore, no beneftt impact is shown here.

March 11, 1988

Office of the Actuary
Health Care Financing Adminisiration

-1,300
620

-770

1,780

1420

-80

1.270
1,236

310
302

o
1,140

21177
-3,257

TOTAL P.13
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PROVIDING AMERICANS AGES 55TO 65

NEW HEALTH INSURANCE OPTIONS

MEDICARE EARLY ACCESS ACT OF 1998

STATE-BY-STATE ANALYSIS
March 17, 1998

National Economic Council / Domestic Policy Council, The White House



i —

w

. MEDICARE EARLY ACCESS ACT
OVERVIEW

PROBLEM THAT DEMANDS IMMEDIATE ACTION

e Increasing number of vulnerable Americans. The number of people ages 55 to 64 is

expected to increase by 60 percent, from 21 million Americans today to 35 million by 2010.

Greater risk of health problems. People ages 60 to 64 are nearly three times more likely to
report fair to poor health as those ages 35 to 44. Even compared to those age 45 to 54,
people ages 55 to 65 have average health costs 25 percent higher and are twice as likely to
experience heart disease, emphysema, heart attack, stroke or cancer.

Fewer to no insurance options for millions of Americans. Employer-based coverage drops
by about 10 percent for people ages 55 to 65, leaving a higher proportion either uninsured or
purchasing individual health insurance. About 5 million, or 22 percent of 55 to 65 year olds,

~ are either uninsured or rely on frequently expensive individual insurance; 3 million have

no insurance at all.

As a result of the Health Insurance Portability and Accountability Act, people leaving group
health insurance, under certain circumstances, have guaranteed access to individual insurance
policies and are guaranteed renewal of policies. However, there is no limit to how much these
policies can cost and individuals who haven't had group policies don't receive these
protections. As a consequence, many Americans, particularly those who have a pre-existing
condition, find it difficult to impossible to find affordable insurance. Specifically, they:

- Can be denied policies in 38 states (where 16 million or 76 percent of 55-65 year olds live)

- Have no protections against pre-existing condition exclusions in 20 states (where 8 million
or 36 percent of 55 to 65 year olds live)

- Have no upper limits for premiums in 34 states, and have no protections against higher
rates due to health status in 40 states. ‘

In addition, a new study to be released on March 18 by the Kaiser Foundation confirms that
the individual insurance market cannot be relied upon to offer affordable insurance to all
Americans. It documents insurance practices that result in denials of coverage, excessive
premiums, and geographic variation, especially for older and sicker people. It reports that a
60-year old, healthy man in an average cost area could pay up to $535 per month for
coverage; if he lived in a high-cost area and had health problems, this premium could be over
twice as high (250 percent of the standard premium, or over $1,000 per month) -- or be
denied coverage altogether.



NEW, RESPONSIBLE, PAID-FOR CHOICE FOR VULNERABLE AMERICANS {

New choices: The Early Access to!Medicare Act expands health insurance choices so that:
1. People ages 62 to 65 without access to group insurance can buy into Medicare;

2. Workers ages 55 and older who lose their insurance when their firm closes or they are
laid off can buy into Medicare; and

3. Retirees ages S5 and older whose employers drop their retiree health coverage after they
have retired can buy into the employer’s health plan through “COBRA” coverage.

Helps 300,000 to 400,000 Americans. The Congressional Budget Office recently confirmed
Administration estimates that hundreds of thousands of older Americans will be helped by
these new choices. !
Financed through premium payments: People ages 62 to 65 will pay premiums through a
two-part “payment plan” that enables them to buy into Medicare at an affordable premium
while ensuring that the buy-in option is self-financing in the long run. Participants will pay
about $300 per month until age 65, and about $10 to 15 per month per year of participation
once they turn 65 (until they turn age 85). Displaced workers age 55 and older will pay a
premium of about $400 per month, higher than the average cost to compensate for sicker
participants. And, retirees buymg COBRA pay 125 percent of their former employer's active:
workers' premiums.

NO HARM TO MEDICARE

Paid for by premiums as well as anti-fraud and overpayment reforms. Premium
payments from people benefitting from the buy-in cover virtually all of the costs of the new
option. Any short-fall <= due mostly to the delay in the post-65 premium collection — is fully
paid for by new savings from reducing Medicare fraud, waste and overpayments.

Separate Trust Fund. The bu‘y-iﬁ takes advantage of Medicare’s low administrative costs
and choice of providers and plans, but its financing is totally walled off from that of current
Medicare beneficiaries through a separate Trust Fund.
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PEOPLE AGES 55 TO 65 AND THE INDIVIDUAL HEALTH INSURANCE MARKET

K

STATE PEOPLE AGES 55 TO 65 INDIVIDUAL INSURANCE MARKET
Uninsured & All People Percent Ne Allows No Premium
Individually - Guaranteed | Pre-existing Rate
Insured _Issue Condition Restriction
Lo ' « Exclusion ‘
— T TRTYr T R e e y
Alabama 85,500 385,200 22% X X X
Alaska 7,161 30,409 24% X X X
Arizona 62,300 _ 318,300 20% X X X
Arkansas 63,200 212,900 30% X X X
California 611,500 | 2,299,400 27% X X
Colorado 66,100 279,200 24% X X X
Connecticut 50,900 267,300 19% X X
Delaware 10,900 66,000 16% X X X
C. 7,700 52,100 15% X X X
Florida 372,100 1,310,200 28% X X
Georgia 114,900 522,300 22% X X
Hawaii 12,400 98,600 13% X X X
Idaho 21,500 101,500 21%
Tllinois 163,600 999 200 16% X X X
Indiana 80,600 432,700 19% X ' X
lowa 67,700 255,100 27%
Kansas 37,100 186,500 20% X X X
Kentucky 66,200 316,800 21%
Louisiana 85,000 354,000 24% X
Maine 21,900 114,600 19%
Maryland 85,800 386,300 22% X X
Massachusetts 88,400 482,500 18% '
Michigan 113,500 696,900 16% X X
Minnesota 80,000 395,500 20% X
Mississippi 60,400 212,000 28% X X
Missouri 83,400 451,600 18% X X X
Montana 19,500 73,300 27% X X
Nebraska 42,100 128,000 33%. X X X
evada 25,600 134,600 19% . X X X
New Hampshire 22,300 92,400 24%
New Jersey 123,000 638,700 19%
ew Mexico 31,700 132,400 24% X X
ew York 308,800 1,497,600 21%




 PEOPLE AGES 55TO65 ‘f - INDIVIDUAL INSURANCE MARKET b

Uninsured & |. AlliPeopl,‘ei_ Percent. | . . No  Allows - | No Premium
Individually { Guaranteed | Pre-existing' |-  Rate
Insured : - A Issue Condition Restriction
! , Exclusion
. WNorth Carolina | 129,000 |~ 645900 20% | 0 X X X
[INorth Dakota 18,500 50200 | 37% . X
Ohio 180,600 928,500 19% ~ , X
Oklahoma 65000 | 277,500 23% - X X X
Oregon ; 44,600 261,000 17% X
Pennsylvania © 162,800 1,033,600 16% X X X
Rhode Island 15,900 82,700 19% X X
South Carolina 63,600 320,200 20% | X X '
South Dakota 15,500 53,800 29%
Tennessee - 78,400 - 454,800 17% - X X X
I Texas | 421900 | 1,340,700 31% ' | X X X
Utah 24,400 © 107,800 23% -
Vermont 11,400 45,600 25% A
Virginia 112,800 624,800 18% . X X
Washington 65,100 369,800 18% . . ‘ ‘
West Virginia. | . 33,100 169,300 20% | X X
Wisconsin - .| 65687 |.. 374499 | 18% . } X | X X
, . — ~ -

Rounded to the nearest 100 ~ .~ !

" SOURCES: ' R

Projected population: Census Bureau ! ’ ’ )
Health insurance statistics; DHHS analysis of the March 1997 CPS; states: 3-yr average March CPS for 1995-1997
Health stat us_fg,[_ggg_gggpg NCHS ¢ l 4
Average health costs for age groups: Consumer s Union analysis, 1998
robabxlity of health problems: Gruber, 1997 '
State i 1dividual health insurance regulation: BlueCross BlueShield Assocnatlon, State Legislature Health Care and
Insurance Issues, 1997. January 1998. | .
s General individua) health insurance market: Chollet & Kirk. Understanding Individual Health Insurance Markets:

Structure, Practices and Products:in Ten States Kaxser Family Foundatlon, March 1998.
i
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PRESIDENT CLINTON JOINS DEMOCRATS TO UNVEIL LEGISLATION GIVING
AMERICANS AGES 55 TO 65 NEW HEALTH INSURANCE OPTIONS AND RELEASES
© STATE-BY- STATE STUDY UNDERSCORING THE NEED FOR THIS POLICY
- March 17, 1998 -

Today, President Clinton joined Democrats on the Hill to unveil legislation that would provide greater
health insurance options for Americans ages 55 to 65, and urged Congress to pass it. This targeted, -
paid-for proposal will give an estimated 300,000 to 400,000 vulnerable Americans new choices for
more affordable health care coverage. The Premdent also released a state-by-state analysis that
documents the need for this policy. He:

RELEASED NEW STATE-BY-STATE STUDY THAT DEMONSTRATES THE DIFFICULTY
AMERICANS AGES 55 TO 65 HAVE GAINING ACCESS TO HEALTH INSURANCE. The
new report, prepared by the Domestic Policy Council and the National Economic Council, showed .
that: - : '

v Twenty-two percent of Americans ages 55 to 65 -- a total of five million people -- are
either uninsured or insured through the individual insurance market. In some states, such
as North Dakota, Texas, and Nebraska, the percentage-is over 30 percent.

-- Three million are uninsured. Some Americans ages 55 to 65 lose their employer-
based health insurance when their spouse (frequently the husband) becomes eligible for
Medicare. Many lose their coverage because they lose their jobs in company
downsizings or plant closings. Still others lose insurance when thelr retiree health
coverage is dropped unexpectedly

-- Many are left to buy into an 1 unaffordable individual insurance market, where
premiums can be as high as $1,000 per month. Individual insurance can be
prohibitively expensive, particularly for those who have pre-existing medical
conditions. ;

v In 38 states, individual insurance policies can be denied outright. Sixteen million
Americans ages 55 to 65 -- 76 percent of this population -- live in one of the 38 states where
individual insurance has no guarantee issue requirement. These individuals often have nowhere
to turn for health care coverage. -

v In 21 states, there are no assurances that pre-existing conditions are adequately covered.
Eight million Americans ages 55 to 65 -- 36 percent of this population -- live in states that
allow individual insurers to decline to cover pre-existing conditions. This means that
individuals may not be able to get coverage for the care they need most, such as diabetes or
cancer treatment. !

v In 34 states, there are no protections against exorbitant premiums. Sixteen million
Americans ages 55 to 65 -- 75 percent of this population -- live in states that do not protect
individuals against exorbitant premiums.



-

ANNOUNCED THAT THE STATE-BY-STATE FINDINGS WILL BE LARGELY
CONFIRMED BY A NEW KAISER FAMILY FOUNDATION STUDY TO BE RELEASED ON
WEDNESDAY. A new study to be released on March 18 by the Kaiser Foundation confirms that the
individual insurance market cannot be relied upon to offer affordable insurance. It documents
insurance practices that result in denials of coverage, excessive premiums, and geographic variation,
especially for older and sicker people. It reports that a 60-year old, healthy man in an average cost area
could pay up to $535 per month for coverage. However, if he lived in a high-cost area and had health
problems, this premium could be over twice as high (250 percent of the standard premium, or over
$1,000 per month) -- or be denied coverage altogether.

UNVEILED LEGISLATION THAT ALLOWS AMERICANS NEW CHOICES TO GAIN
ACCESS TO HEALTH CARE COVERAGE. The legislation unveiled on the Hill today provides
new health insurance options for Americans ages to 55 to 65. This legislation is being introduced by
numerous Democrats, including both Democratic leaders (Senator Daschle and Congressman
Gephardt), as well as all the ranking Democrats on the Committees of Jurisdiction: Senators Moynihan
and Rockefeller (Senate Finance Committee) and Representatives Rangel, Stark (House Ways and
Means Committee), Dingell, and Brown (House Commerce Committee). It:

v Enables Americans ages 62 to 65 to buy into Medicare, by paying a premium.

v Provides displaced workers over 55 access to Medicare by offering those who have
involuntarily lost their jobs and theéir health care coverage a similar Medicare buy-in option.
These workers often have a hard time finding new jobs: only 52 percent are reemployed,
compared to over 70 percent of younger workers.

v Allows retirees ages 55 and older whose employers dropped their health coverage with
access to their former employers’ health plan. This provision allows retirees whose
employers dropped their health coverage after they have retired to buy into their employers’
health plans through “COBRA” coverage.

‘CONFIRMED THIS IS A PRUDENT, TARGETED PROPOSAL THAT GIVES AMERICANS
AGES 55 TO 65 NEW CHOICES WITHOUT HARMING MEDICARE. The Congressional
Budget Office recently released estimates showing that the Medicare buy-in proposal is a carefully
targeted policy that will not burden the Medicare Trust Fund.

v Paid for by premiums and anti-fraud and overpayment savings. Under this proposal,
participants would pay the premium in two parts: most up front (the base premium) and a part
after they turn 65 years old (the risk portion of the premium reflecting the possibility that those
who opt for this policy will have below-average health). Medicare would “loan” participants
the second part of the premium until they reach 65, after which they would make a small
additional payment on top of their regular Medicare Part B premium. This payment mechanism
means that the legislation will impose only temporary costs on the Medicare program; these
costs are paid for, dollar-for-dollar, by a series of anti-fraud and anti-overpayment initiatives.

v Separate Trust Fund. The buy-in takes advantage of Medicare’s low administrative costs and
choice of providers and plans, but 1ts financing is kept completely separate from the Medicare
Trust Fund.
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Tried to thmk of tough ques’aons for Stark........ thesc might be helpful for all of us to
think about?
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TOUGH.QUESTIONS

1. CBO said you were $300 million short. What did you do to close the gap?

We think CBO under-estimated the savings from the pharmaceuﬁcal
provisions. The HHS OIG says the savings are much higher. But we’ve

. added 3 other provisions that should ensure revenue neutmhty, and if
more is needed, we’ll do that.

The 3 are: actual acquisitiozf cost of parenteral nutrients, repeal of
2 Kennedy Kassebaum provisions that made it (1) hard to win cases of
- blatant mis-billings, and (2) to prevent kickbacks in managed care plans.

2. Why are the anti-fraud prowsmns ina sepamte bill and why 1sn’t everyone
‘who is sponsoring the expansion sponsoring the anti-fraud stuff? .

Opponents usua]]y use the pay-for to drag down our eﬁ“orts at expansmn
We want a debaxe on the idea of expansmn on its merits,

; .

The pay fors can be changed and adjusted, and the expansxon won’t go
into law unless it is paid for A

If the American people be]i‘eve that the expansion is a good idea,
they will support any number of ann—ﬁaud proposals

~ The BBA made a BILLION dollar mlstake in how we pay for HMOs.
Maybe that is what we should use as a pay for. I can give you lots of
examples. The anti-fraud bill is just one of an mﬁmte number of combinations
of how to pay for this program.

It takes time to get esﬁmaiés’ from CBO. We have not had time to
explain all the pay fors to all the Members. That’s why I really didn’t
seek cosponsors for this part of the program ‘

3. This is a rich sick person’s bﬂl How can Democrats be pushmg a bﬂl that
requires $300 a month to buy in?

I"d like to see a way to help subsidize low income people.

ey ‘ ) . AT oT vrs SIVIIOHTA SNYIWNSSAYM:HWOAL 2b:80 B6-L1-aAYK
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This is an incremental first step. It is a middle class bill. Better than
nothing. We will build on it. A
. f

4. Isn’t this part of a plot to pave the way for raising the Medicare retirement age?
i . . - .

Can’t raise Medicare 'rcﬁrement age until we have a replacement system.
At $300 a month, this i1s NO replacement for Medicare.

5. Isn’t this a plot to have Medicare take over the whole health care system-
government run health care?

No, it gives people a choice. Some competition with overpriced private
health insurance. And Medicare providers are private providers; they are
not government employees.

By the way, Thursday, we mark up a major expansion in socialized
medicine, when the VA taps into Medicare for as much as $375 miltion
over 3 years so that more people can use VA facilities at Medicare’s -
expense” Now that is government take-over of health care by the
Repubhcan leadership!

6. Doesn’t the bill encourage people to quit workmg earlier when we need them to
work longer to save Social Secuntv?

$300 a month plus a hfeume of higher payments? No this will only be
used by people whom the pnvaie market is faﬂmg or whose health
is so poor they need to retlre

Not to do this foroes some very worn out people to keep working. I thought
this was the era of choice and empowerment? If employers need older
workers, they will raise the wage for them.

: 7. Doesn’t this encourage business to drop health insurance?
At $300 a month plus a hfenme of h1gher payments‘? Most employers
would get bad press and employee morale if they dumped their workers
n favor of this program.

8. By using Medicare anti-fraud money, this takes away another tool to save

——. FOAT MY TS QTYHAOWTAN CHYAWRSATYM: WOMd 8588 a6~ 1 ~d9H
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Medicare in the long-run, so it realiy does hurt Medicare in the long run

We need to close the loopholes ASAP As people repay Medicare .
through the deferred prexmmn, the 62-65 program will become fully
self-financed over a 23 year period. At the end of that period, we will
be ahead of the game by havmg this extra anu-ﬁ'aud money.

The 55-62 progam xs a permanent small subsidy to unemployed o
and uninsured workers that is never fully recovered and which -
needs the anti-fraud money--but that is surely a worthy target
audlence

4
!

9. Anti-frand provision will destroy cancer treatment in America.

~ No. The OIG has shown that doctors often charge Medicare
a mark-up of between 100% clear up to 1000% (10 times) for drugs.
The OIG said that if all Medmare drugs were paid at actual
acquisition cost, we’d save over $600 million a year. Note that patients
would save by only havmg to pay 20% of a lower figure.

. Doctors are pa1d for theu' professmnal services and for the cost of
running then* offices—the so-ca]led practice expense. The mark-up
on drugs is pure gravy that costs Medicare and pauents hundreds of
millions per year. ‘ 5 ‘

10. EPO cut will hun kidney panents

No, to help keep unhzanon I:ugh, the company that makes EPO glves
a discount to dialysis centers. The more you order, the more profit

_ you make. The profit is about $1.50 per 1000 units. We are cutting
that by a dollar Don t wony They are stﬂl making a profit!

11 Medicare 1s dymg Phil G'ramm says it 1s the Tltamc Why put more peOple mit

Phil Gramm is trying to kﬂl Medxcare that’s’ why 1t 15 m trouble. .

|
Uninsured pcople d1e--they get sicker and they d1e sooner than msured A
people Let’s worry about ’them s :

I
i
. i T
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" We can save Medicare. This is a small program that is self-financing.

By covering more people, it actually builds support for Medicare by
showing the American people that it is more of the safety net, and that
is really why people like Gramm hate it.

Over § years, total spénding on the program will be about 0.7% of
total Medicare spending, and it is totally paid for. Give me a break!

11. Bill Thomas says wait on the Bipartisan Commission.

Bill Thomas has health insurance.

Subsidized by the taxpayer ,

| 12 Senator Breaux says we should use somethmg like FEHBP mstead of

 Medicare. i

i
H

Fine. We could make that a good idea, but it will take more money
because the FEHBP benefit is a much nicher benefit than Medicare.

So until the Senator finds the money, lets start with this program.

13 Seniors Coahtlon and 60 Plus Assoc1at10n say this will drain the regular

<X OSN3

Medlcare program.

Funny, they hate Medicare. You’d think they’d want to drain it.
These are the groups who raise money by scaring seniors with
mailings about the Kyl Ameéndment. |

We set up a separate trust flmd_ The money from the anti-fraud bill
and the premiums goes into, that trust fund. No regular Medicare
money goes in. We provide for the Trustees to report on this, make
recommendations to keep this new Medicare Part D Trust Fund
solvent, without hurting the'rest of Medicare. We provide for GAQ
audits to make sure this progxam is not hurtmg the post-65 Medicare

program.

These conservative groups ilrge that younger people rely on State
risk pools.  In most states those programs are a failure, and the

zaAZ Ay v1LS SIYHDOWIAd SNYIWESAYM:WOAL B 80 B86-L1 -¥YH



insurance is priced impossibly high.

14. HIPAAfKennedy-Kassebaum takes care of the problem of uninsurance for most
people, why this?

KK doesn’t! The GAO releaésed a report just last month showing how
insurance companies are ¢vading the intent of the law and grossly

overpricing the guaranteed issue individual insurance policies.

In Alaska, you have a choice of 2 policies. A $200 deductible policy
for nearly $17,000 or you can buy a policy for over $3,000 with a
$10,000 deductible!! That’s/a failure.

|

15. Private actuaries say the numbers don’t work.

CBO and HCFA say it do. -

How could they—they did have the bill to examine. We encourage
independent actuaries, not in the pay of insurance companies, to
look at the bill.

If there are problems, we can changé it.
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Record Type: Record

To: Sarah A. Bianchi/OPD/EOP j
cc: i
Subject: 1998-3-17 remarks on Medicare announcement

Just another day at the office...
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Record Type: Record

"To: See the distribution list at the bottom of this message

i

ce: .
Subject: 1998-3-17 remarks on Medicare announcement

THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release :March 17, 1998

REMARKS BY THE PRESIDENT
AT ANNOUNCEMENT OF MEDICARE EXPANSION LEGISLATION

Longworth Building
Capitol Hill ‘

11:35 A.M. EST

THE PRESIDENT: Thank you very much. Senator Kennedy is even more
exuberant than normal today, but you have to forgive him and me and Senator
Moynihan and isolated others -- this is St. Patrick's Day, and were feeling pretty
good, the Irish are. (Laughter.)



Thank you, Congressman Stark, for your long leadership and your
willingness to push this legislation. Thank you, Senator Moynihan, for making it
utterly clear, so that no one can disputelit, that this legislation presents no
threat to the integrity of the Medicare pr'ogram or the security of the trust fund.
Thank you, Sherrod Brown, for your mxtlatlve and your leadership. As always,
thank you, Senator Kennedy !

And I'd like to say a word of thanks to one person who has not
spoken here today -- our Senate Democratic leader, Tom Daschle, who has worked so
hard to help one particular group of Americans here -- Americans who retired early,
in part because they were promised health care benefits which were then denied to
them. This will take care of them, and we can keep the promise that others made to
them. And | think we have to do it. And thank you, Tom Daschle, for fighting for
them. {Applause.)

I"d also like to thank Leader Gephardt and Congressman Dingell and
all the members of the House Caucus who are here -- thank you very, very much. And
| can't help noting that this may be the first public appearance in Washington for
the newest member of this Caucus, Representative Lois Capps, from California.
{Applause.}

Let me begin with a point | have made over and over to the American
people since the State of the Union address. This is a remarkable time for our
country. |look at all these young people who are working here, and | think how
glad | am they are coming of age at a time when America is working; when we are
making progress, economically, we're making progress on our social problems, we're
making progress in our quest for peace and security in the world.

But everybody knows that the world is changing very rapidly. And
so the question is, what should we be dpmg in the midst of good times. | believe
the last thing we should be doing is sitting on our lead -- if | could use a sports
analogy. Good times give us the confidence, the resources and the space not only
to dream about the future we want in the 21st century, but to take action to deal
with it. It is wrong to sit idly by when we can be taking steps to prepare for
that future. That's why | don't want us to spend a surplus that is only now
beginning to materialize until we have saved '

Social Security for the 21st century. That's why | want us to0 work
together to make sure we deal with the long term challenges of
Medicare. ;

¢

But it's also why | think we should not let a single day
go by when Americans have problems that we can remedy in ways that
will not weaken our present success, but instead will reinforce it.
That's why | hope we get a comprehensive bill through to deal with
the tobacco problem, because there are a thousand kids a day whose
lives are at stake. And that's why | beheve we should be dealing
with this issue now. :

President Johnson said when Medicare was first enacted
that it proved the vitality of our democracy can shape the oldest of



our values to the needs and obligations of changing times. That's '
what these leaders are doing here today.

You heard Senator Moynihan say most people don't wait
until they're 65 to retire. But the fastest growing group of people
are people over 65. There are huge numbers of people in this age
group. There are people 62 and over who have lost their health
insurance, but can't buy into Medicare. There are people under 65
who are married to somebody who's 65 or older who had the health
insurance, and that person retired, got inte Medicare, but the spouse
lost the health insurance. There are people who are 55 and over who
have been downsized, or who actually retired, early retirement,
" because their employer actually promised them they would have health
insurance, and then the promise was not kept. -

. | want to say that this is not an: entirely disinterested
thing. In 2001, | will be 55 and unemployed, through no fault of my
own. {Laughter.} And this bill has a lot of appeal to me.
{Laughter.} 1 say that to make you laugh. 1 get a lot of letters
from people that I've knoewn a long time 'who are my age, who are
middle class people -- people | grew up with, whose spouses are
beginning to have the health problems that go along with just working
your way through life; people who don’t:have a great health insurance
-coverage, like I've been privileged to have. And they are terrified
that they will spend the years between 55 and 65 with maybe the most
. challenging health problems in their entire lives cropping up, with
no insurance.

Now, | believe that this is an issue on which Democrats
and Republicans should be able to unite. We ask the Republicans to
come and help us on this. Let's don't play election year games on
this. We don't want to, either. We want to do it in a bipartisan
fashion and get it behind us. There are hundreds of thousands of
people out there in America who need this initiative.

People say, well, why don’t you wait until the Medicare
Commission comes in and issues its report. My answer is Senator
Moynihan's answer -- because we have the Congressional Budget Office
estimates. They told us that this will add nothing to the burden of
the Medicare trust fund, it will cost less than we had criginally
thought and we can insure more people., ‘

But remember the human dimension. Remember Ruth Cain,
who spoke when we announced this pragram in January. When her
husband turned 65, her employer dropped their insurance benefits. He
got Medicare, she didn't. But she had a heart condition and they
couldn't afford health insurance. So she" didn't get health
insurance. She went to the hospital one time and the bill was
$13,000. Some people have said of our proposal, well, this bill
costs a lot of money for retired people -- $300 a month or something.
One trip to the hospital for anything will:more than likely be more
than twice as much in one pop as a whole year's annual premiums. The
most minor trip to the hospital. The Cains and families like them,
the families that Congressman Brown mentioned, they ought to have
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another choice. 5
: |
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Today, | am releasing a report that shows state by state
how many Americans need these protections_ -- state by state. And we

number of people that will be put at risklif we wait another year to

. !

will see, state by state, the human lives iwe re tatking about and the
i
do this. ‘

s

i

. Tomorrow the Kaiser Foundation will unveil a study: that
shows that the individual insurance market often denies coverage or
charges excessive premiums to older, sicker Americans, the very
people this policy would help to protect.f Senator Moynihan said, |
want to reiterate because | have heard Senator Kennedy mention the
criticisms of this program -- | want to say this a second time -- the
Congressional Budget Office -- not the admlmstratlon s Budget
Office, the Congressional Budget Office - reports this plan will
cost individuals even less and benefit even more people than we first
estimated. It will give somewhere betwéen 300,000 and 400,000
Americans new options for health care coverage ata vuinerable time

_in their lives. - 5

Let me say one other thing. Th;e bipartisan ‘
Kennedy-Kassebaum legislation we adopted last year -- or in 1996 --
was also designed to help Americans keep their health care when they
changed jobs or when someone in their family got sick -- a bill like
this one, designed to give people peace of mind. But we now see on .
news reports today -- another good reason why it's better for us to .
do this in this way -- because just today we see that some insurers
are finding ways around that law, giving,insurance agents incentives
" to delay or deny coverage to vulnerable Americans. These practices
have to be stopped. | am directing Secretary Shalala and the
Department of Health and Human Services to conduct a thorough review
of the options for strengthening the protections of the
Kennedy-Kassebaum law. (Applause.)

And tomorrow the Department Ewill send a notice to every
insurer in every state in our country affirming what we aiready know,
that impeding anyone's access to health care in violation of this law
is illegal, It's not just wrong, it's illegal. : The law is vital to |
the health and stability of America's workers and their families. We
intend to enforce it vigorously.

But let me say, you see the problems we have wuth that
kind of approach. With this kind of approach anybody who can afford
the premium or whose children or relatuves will help them to afford
this premium, won't have to worry about whether they have. health care
coverage. We won't have to worry about some regulation or waiting
for a report to come in to tell us-whether this or that or the other
person is complying. We will know that!we're helping hundreds of
* thousands of people who -have worked hard all their lives and played
by the rules and been good citizens to have the decent, secure time .
in a vulnerable period of their lives. We can extend this

|
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opportunity in a responsible way.

Medicare is one of the crowning achievements of this
century for the American people. With this legislation, and with the
other challenges that we intend to face and overcome, we.can make
sure, as we become an older and older and older country -- which is,
| always say, a high-class problem -- that Medicare will be one of
the crowning achievements of the 21st century as well.

Thank you very much. {Applause.}

END 11:47 AI.M. EST

Message Sent To:
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Clinton Pushes Proposal to Open Medtcare to Millions of People Ages 55 to 64

By ROBERT. PEAR

WASHINGTON, March 17 — Pres-
ident Clinton wemt to Capitol Hill
today and, at a rally.with three dozen
Demaocratic members of Congress,
pushed his proposal 10 open Medi-
care to miilions of people 55 to 64
yeéars old.

Hundreds of supporters lobbyists
and labor union members cheered
the President, who clearly relished
the oppoertunity to show that he was
doing business, undistracted by any
grand jury investigation, -

Mr. Clinton also expressed alarm
at reports that some insurance com-
panies had found ways around a 1996
taw intended to make coverage
available to peaple who change jobs

or lose their jobs. *‘These practices

have to be stopped,” he said.

He ordered the Secrétary of
Health and Human Services, Donna
E. Shalala, “to conduct a thorough
review of the options for strengthen-
ing the protections” of the 1996 stat-

- ute, known as the Kassebaum-Ken-

nedy law. “‘We intend to enforce’it

vigorously,”” Mr. Clinton said.
Senator Edward M. Kennedy, the

Massachusetts Democrat who was a

.|.co-author of the law, said he would
introduce legislation this week to set .

limits on the premiums that can be
charged to people ekercising their
rights to buy individual health insur-
ance coverage under the law. The
insurance industry adamantly op-
poses Federal regulation of rates.
The General Accounting Office, an
investigative arm of Congress, found
that people with medical problems,
though theoretically guaranteed ac-
cess to insurance under the 1996 law,
could be “priced out of the market”
because they were charged premi-

Stephen Crowley/The New York Times

Democratic leaders and Admxmstratlon officxals applauded President Clmton s proposa! yesterday to open Medicare to people ages 55 to 64,

ums far higher than the standard
rates. B
Representative Nancy L. Johnson,
Republican of Connecticut, said:
“This is an outrage. It makes a farce

ance premiums of high-risk individ»

-uals, rather than regulating rates.”

Republicans have generally been
coul to the President’s proposal. But

Democrats said they would take the

of the Kassebaum- -Kennedy-bill.- If. _ issueto the Senate floor, bypassing

the G.A.Q. report is accurate, the
industry is circumventing the spirit
of the law and may be circumventing
the letter of the law.”

Charles N. Kahn 3d, chief operat-
ing officer of the Health Insurance
Association of America, said: *“You
can regulate rates all you want, but if
you have a few million-dollar cases,
premiums for everybody will still go
up. It would be much better to have
broad-based subsidies for the insur-

the Finance Commiittee and forcing -

Republicans to vote on expansion of
Medicare in this election year.

. The President said his proposal
“presents no threat to the integrity

" of the Medicare program or the secu-

ity of the trust fund.”

‘Mr, Clinton would offer Medicare
coverage 1o two groups: people 62 to
64 who cannot get health benefits
through an employer and unem-

- ployed people 55 to 61 who lost insur-

ance covérage along with their jobs.

People 55 to 64 years old could buy
Medicare coverage by paying premi-
ums of $300 to $400 a month. People
ages 62 to 64 who chose this option
would also have to pay surcharges on

- their-regular Medicare premiums af--

ter they reached, the standard eligi-
bility age of 65. -

The premiums and’ surcharges,
‘combined with measures to crack
down on Medicare fraud, would pay
for the coverage, Mr. Clinton said. He
observed that people 55 to 64 were
often unable to find affordable insur-
ance,

Legislation to carry out the Presi-
‘dent’s proposal is being introduced

. posal to increase Government

by Senator Daniel l?africk Moynihan
of New York, the ranking Democra
on the Finance Committee, and Rep
resentative Pete Stark of California

the ranking Democrat in the Hous:

Ways and Means Subcommittee o
Reaith. Cosponsors include Mr. Ken

nedy and Senator Tom Daschle ¢

South Dakota, the minority leadef.™

Representative Bill Thomas, th
California Republican who headstd
Subcommittee on Health, said, '\
first need to fix the current shortfa’
in Medicare and Social Security D
fore we consider the President’s
ing and expand yet anomp’ biﬁ:]
ment program "

Conservative
Wins Primary
In lllinois

By DIRK JOHNSON

PH!CAGO March 17 — Re]ecnng
“heir pam e




03/17/98 TUE 23:13 FAX 202 458 5581 DOMESTIC POLICY COL @oo2
| vy
¢ &J
Points | w\/ s
Thanks to Kaiser Family Foundation, Deborah Chollet ; 4
PROBLEM
. This report is an important contribution to understanding the individual health insurance

market which insures 16 million Americans today. It finds that:

- There’s extreme variabi}i;i across states, in terms of number of insurers, types of
plans offered, premiums and participation

\\1“’} >«°\——s - Variability is not due to giving people chotces but “in fact it most clearly
% : represents insurers’ eagerness to underwrite risk in the market -- to segregate nsk
into separate ... classes and pmducts  soeo, N NN hoendd
- In most places, mdwzdua} insurance can be ;nacces-nbig or unaffordgbie. A health
(9 &gs A S condition -- or even the risk of a health condition -- can trigger higher rates,
o exclusion of certain benefits coverage, ot denial of coverage altogether.
o A 60-yea§r old, healthy man in an average cost area could pay up to $535
ot '? per month for coverage.
o Same man in a high-cost area with a health problems could pay aver twice

as high (250 percerit of the standard premium, or over $1,000 per morxth)
-- or be denied coverage altogether.

. Confirms study released by NEC/DPC yesterday that reports on the particular
problems faced by people 55 to 65 in the individual health insurance market.

Skt \ People 55 to 65 dispraporﬁnnatély pnrcﬁ ase individual éoverage: 2 million (9
‘ Vom percent) of 55 to 64 year olds buy individual insurance -- nearly twice the proportion of
" younger people (5 percent) .

B3 1n 38 smtes, mdwtdual insnrance policies can be demed (mmght Where

M QU 16 million Américans agcs 55t065--76 pcrcent of this population -- live
el | In 21 states, there are no 'assurances that pre-existing conditions arc
Mo WL 3‘4,34\%’* adequately covered. Where 8 million Ameucans ages 55 to 65 -- 36 percent of
- this population — live
; - In 34 states, there are no pmtectmns agamst exorbltg\nt premiums. Where
W w&»&vdf . 16 million Amencans agcs 55 to 65 -- 75 percent of this populanon -- live
o o .‘,}\q tu)«lrj : \
R

| CAD H’\'{“}r
B> Gt
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THE PRESIDENT'S COMMITMENT

. Commitment to addxessmg the real problems of access, affordabilify and quality of
hea}th care, as demon.strated by:

- Putting health refonn ot the agenda in 1994

- Preserving and protecting Medicare and Medicaid in 1995
- ‘Passing insurance reform in HIPAA in 1996

- Expanding children’s haalth in 1997,

5

In addition, there have been counﬂess execetive dxrectwes and administrative actions that
have nnproved the health of the nahon

. Must not stop: Continues to promote improvements, specifically:
- ' HIPAA implementation
o Senate action on supplemental

o ‘Bulletin

- ' Medicare buy-in, introduced as the Medicare Early Access Act yesterday.

MEDICARE BUY IN
. New choices: Expands health insurance choices so that:
-
e
1. People ages 62 to 65 without access to group insurance can buy into Medicare; .
2. Workers ages 55 and older who lose their insurance when their firm closes or

they are Jaid off can buy into Medicare; and

3, Retirees ages 55 and nlder whose employers drop their retiree health coverage
after they have retired can buy into the employer’s health plan through “COBRA™
coverage, ~

< Helps 300,000 to 400,000 Americans. The Congressional Budget Office recently
confirmed Administration estimates that hundreds of thousands of older Americans wﬂl
be helped by these new choices.

. Paid for by premiums as well as anti-fraud and overpayment reforms.

. Separate Trust Fued. The buyﬂn‘takes advantage of Medicare’s low administrative
costs and choice of providers and plans, but its financing is totally walled off from that of
current Medicare beneficiaries through a separate Trust Fund.

‘/XALW\M SN ese o c@@wcjw c B do Q“w*f “"“m i‘/“"‘y“f

J> b“@ f\DHﬁ”\jv (mnw{w\ {“QM M (\D‘\‘” <~e(wz> W\mlwfﬂ ?gr&rwlv(( ol’[w.(
’ :[e&r& ‘,@ -L( — ot i rﬂ fe\mﬁ I(&Kw _,Y‘oédu_} U ~ c‘-mcu/‘/e‘ék‘
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New Study of Individual Health [n;g[gggg Market:

MAJOR BARRIERS IDENTIFIED IN INDIVIDUAL HEALTH INSURANCE MARKET
FOR PEOPLE Wit HEALTH PROBLEMS

Rates and Regulations V&;.':ry Across Ten States Studieg

Denials, Waiting Periods, and High Premiums Pose Problems Jor Pre-Medicare Population

Washington, DC « For many people who have health problems or who are approaching the age of
retirement, coverage through the individual health insurance market may be priced out of reach or
may be denied 2ltogether, according to a new study prepared by the Alpha Center for the Kaiser
Family Foundation. The study assesses policics sold in the individual market in ten states which

range in s1ze of population as well as scope of insurance regulation. According to the authors of the
report: .

« Coverage in the individual market is often denied to people with health problems. Six of the
ten states studied — California, Florida, Louisiana, Montana, Nerth Dzkota, and Penmsylvania -
allow insurers to deny coverage to applicants with a history of such health problems as
rheumatoid arthritis, chronic headaches, kidney stones, angina, heart disease, or stroke,

P . . .

* Preminms in the jpdividual market vary significantly based on the age of the applicant.

* Premiums charged to a 60-year-old may be two to four times the premium charged to a 25-year-
old. Nine out of the ten states — all except New York, the only state with community rating —

" allow insurers to base premiums on the applicant’s age. For example, in Washingion state a

' healthy 25-year-old who buys insurance independently would pay $57 per month for one HMO

policy, while 2 healthy 60-year-old would pay $205 for the same policy.

s Insurers often increase premiums or add riders for pcople in the individual market with'
pre-existing health conditions or risk factors. These increases, called “rate-ups,” can range
from 20 to 80 percent above the base rate depending on the applicant’s medical history. For
example, someone who has a history of heart disease may face a premium increase or be denied’
coverage allogether. Seven out of the ten states — all but New York, Notth Dakota, and
Washington state — allow insurers 1o set premiums based c}r} the applicant’s health status.

y . Page 1 of 3
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“In most states, insurers who sell individual policies deny coverage to people with health problems or
charge them high prerrﬁums," said Deborsh J. Chollet, Ph.D, lead author of the report.

New York’s commumty ratmg enstres that individuals are charged the same rate regardless of age or
health statis. For example, a 25-yeardold New Yarker would pay about $210 per month for HMOQ
goverage, the'same rate as would be charged to a 60-year-old. In a state without community rating,

" premiums c¥h vagy significantly. In Cajifornia, for example, a healthy 25-year-old would be charged
about $83 per month for a policy through ong of the Preferted Provider Orpanizations (PPOs) in the
state, while a healthy 60-year-old woman would pay 3150 close to three imes as much. [f she has
high blood pressure her base premiumiwould increase by 25 percent for her pre-existing condition.
She might have to purchase additional coverage (known as 2 “rider”) to cover prescription drugs,
which range from $8 to $27 per month; she cau}d pay a total of about 3340 per month.

This smdy comes at a time when the n ber of Americans thhout health insurance continues to
grow and policymakers are consxdenng raising the age of Medicare eligibility to 67, which could

. require more older Americans to turn' t@ the individual insurance market for coverage. And, at the
same time the President is proposing a? early Medicare buy-in for the under 65 pOpulatmn to help
address the insurdnce access problems faced by many pre-Medicare uninsured people.

“The study shows why the mdmdnal lEx;urance market - as it looks today —1s not the answer for
most of America’s uninsured,” said Drew E. Altman, Ph.D., President of the Kaiser Family
Foundation. “This is especially true fc%eople who are }ow-mcomc or ah'cady sick, for Wﬁam
coverage can be priced out of reach, or denized outright.™

r A
The Individual Tasuraace Market and the Uninsured. People under 65 who do not have job-
based coverage and are not cligible for Medicaid or Medicare often have no option but the individual
insurance market for their health covetdge. These health insurance policies are purchased directly by
people, often through an insurance agent or broker. Some 16 million Americans received healih’
insurance in 1996 through the individua insurance market; 41 million people remain uninsured, two- |
thirds of whom live in families with i inchmes of less than $30,000. Pre-Medicare age seniors ~ those
under 65 — who do not have insurance face some of the greatest difficulties obtaining coverage since
they are more ukcly than younger peopl% to have health pmblcms

The Health Insur&nce Portablity and Accountqblhty Act of 1996 — often known as the Kassebaumn-
Kennedy Law after its prmclp%} sponsors — made it easier for people with job-based health coverage
1o purchase insurahce in the individual market after leaving their jobs. A recent study by the General
Accounting Office found that msurance})s still inaccessible for many individuals covered by the law
because some insurers are charging veryl high premiums and discouraging ageats from selling
policies. A Congressional hearing is schigduled for Thursday, March 19 to look at :mplemematmn of
I‘I IPAA. (: L T . __l
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The study also found that people with HIVYAIDS, in particular, face unique insurance challenges
when trying to obtain coverage through the individual insurance market. While five of the ten states
studied — New York, North Dakota, lowa, California, and Washington - require that HIV be treated
the sare as othey illnesses, the remaining five allow insurers to limit coverage for this discagse. Where
permitted by law, health plans may impose lifetime caps on coverage ranging from $10,000 to
$25,000 for people with HIV/AIDS. Some states also limit prescription drug benefits. For example,
in California many insurers limit prescription coverage to $2,500 a year even though the newest drug
therapies availeble for HIV can cost up to $10 000 axmually

'(
Meth odology ' :
Understandmg Individual Healtfz Imurance Markets was conductcd by the Alpha Center for the
Kaiser Family Foundation. The study documents rates, regulations, and policies in ten states:
Califoriia, Florida, Jowa, Louisiana, Montana, North Dakota, New York, Pennsylvania, Utah, and
Washington. The states were selected to represent varying geographic regions, market sizes,

. wrban/rural populations, and state regulations with regatd to the individual insurance market. The
health plans reviewed in each state were limited to those,that sold more than $500,000 in coverage in
1995. The rates cited in the report are from 1998. Information presented 1n this report is based on
populaflon surveys, insurer filings with states, and interviews with independent insurance agents.

The Kaiser Family Foundation, based in Mecalo Park, Califomia, is & nonprofit, independent, national -
health care philanthropy and is not associated with Kaiser Permanente or Kaiser Industries. The
Foundation's work is focused on four main arcas: health policy, reproductive health, and HTV in the
United States, and health and davclopment n South Africa. . : :

Copies of the sxyﬂ' v are available bg calling thc Kaiser Family Foundatmn s publication request line at

1-800-656-4533 (Ask for #1 3:26,1 Other Foundation documents are available on the organization’s
websitd at www.ifforg.
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Key Findings fram the KaiserVFamily Foundation Study
“Understanding Individual Health Insurance Markets:
Structure, Practices and Products in Ten States™

This study represents one of the most in-depth examination of the individual health insurance
market, which covers 16 million Americans. These 10 states, which include 35 percent of all
Americans, include: California, Florida, Iowa, Louisiana, Montana, North Dakota, New York,
Pennsylvania, Utah and Washington. Key findings include:-

Whe is covered by individual insurance
. 16 million Americans

- Varies state by state, from 13 percent of populatioix in NE, ND, SD to less than 5
percent in MA, MI, NM, OH ‘ o ‘

‘Who offers individual health insurancé
. Blue Cross Blue Shield: 40 to 75 mcent of the market in all states buy 8D, CA

. Neot many insurers, few HMOs: The number ranges from 7 in Montana to 50 in
California -- with much fewer HMOs than in the proup market. '

What benefits are typically offered

o Varies widely: Usually, insurers offer single benefit design with choice of deductible and
cost sharing with riders for drugs, mental health, matemity care.

Cost sharing: Deductibles from 0 to $10,000, coinsurance up to 50 percent of services
Benefits: Frequently excludes mental health and substance abuse services, maternity
services and prescription drugs. Sometimes, preéscription drugs are only available as 2
rider, costing from $8 to 27 per month for an adult 50 years or older, with deductibles of -
$50 to 200 and annmal limits of $1000 to 3000, and are sometimes underwritten.

“While the diversity of products in the individual market may suggest abundant choice, in
fact it most clearly represents insurers’ eagerness to underwrite risk in the market....”

Premiums

. States with guarantee issue and rating limits: NY and WA, policies are widely
available, although insurers have recently filed for large rate increases. Although no
insurer in NY left the state when community rating was implemented, all but one

. converted 1o managed care and today there are fewer people covered by individual
insurance, in part, becauvse insurers may have raised average premiums.
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States without guarantee isé%ie and pre-existing condition exclusions: “[nsurers

brokers and agents sometimesi repoﬁ very high rates of denials and exclusions as well as
rate-ups.” | |

Practice like rate-ups, dex_}jg},g}and:axclusions “has kept smmw'g; the
individual market lower thanthey otherwise might be.” (T b Wiy 20 ,q

S—i |

| 'Intenncdi'ate cost are, 60 ycan_%ald hlan: Cor Q <\ o‘r\i — Md“

y: el H‘«
- Intermediate cost, healthy:  $149 to 535 . J\Q : WL“' HWP\

- High cost, bealthy: * | $300 to 81,065 (50 to 100 percent higher)
- High cost, not healthy! $370 to $1,330 (250 percent higher)

; \
Health sereening: In 8 of thcf study states, insurers require applicants to fill out heatth
questions and usually requires'releasing of the applicant’s medical records.
Agent commissions: Unconcerned about low rates, “One agent described individual
insurance as a loss leader for agents in his state -- a service sometimes perfortmed only as
a favor for existing clients, or to obtain new clients who also would buy life insurance.”
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STATE HIGH-RISK HEALTH INSURANCE POOLS

Year | Current Premium { © Funding
Qperational | Enrollees Cap’ Source
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*Rigk Poot currently operatas with periodic snroliment caps.
4The niow HIPAA-CHIP riak pool for HIPAA-aligibles & funded by an essessment of all heatth plans.

Source: Communicating for Agriculture, 1997 and Bfye Crass and Blue Shiatd Assoclation, December 1897
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PRESIDENT CLINTON JOINS DEMOCRATS TO UNVEIL LEGISLATION GIVING
AMERICANS AGES 55 TO 65 NEW HEALTH INSURANCE OPTIONS AND RELEASES
.STATE-BY-STATE STUDY UNDERSCORING THE NEED FOR THIS POLICY

. March 17, 1998

Today, President Clinton joined Democrats on the Hill to unveil legislation that would provide greater
health insurance options for Americans ages 55 to 65, and urged Congress to pass it. This targeted,
paid-for proposal will give an estimated 300,000 to 400,000 vulnerable Americans new choices for
more affordable health care coverage. The President also released a state-by-state analysis that
documents the need for this policy. He:

RELEASED NEW STATE-BY-STATE STUDY THAT DEMONSTRATES THE DIFFICULTY

AMERICANS AGES 55 TO 65 HAVE GAINING ACCESS TO HEALTH INSURANCE. The

new report, prepared by the Domestic Policy Council and the National Economic Council, shows that:

v Twenty-two percent of Americans ages 55 to 65 -- a total of five million people -- are
either uninsured or insured through the individual insurance market. In some states, such
as North Dakota, Texas, and Nebraska, the percentage is over 30 percent.

-- Three million are uninsured. Some Americans ages 55 to 65 lose their employer-
based health insurance when their spouse (frequently the husband) becomes eligible for
Medicare. Many lose their,coverage because they lose their jobs in company
downsizings or plant closings. Still others lose insurance when their retiree health

_coverage is dropped unexpectedly.

-- Many are left to buy into an unaffordable individual insurance market, where
premiums can be as high as $1,000 per month. Individual insurance can be
prohibitively expensive, patticularly for those who have pre-existing medical
conditions. '

4 In 38 states, individual insurance policies can be denied outright. Sixteen million
Americans ages 55 to 65 -- 76 percent of this population -- live in one of the 38 states where
individual insurance has no guarantee issue requirement. These individuals often have nowhere
to turn for health care coverage. ' '

v In 21 states, there are no assurances that pre-existing conditions are adequatély covered.
Eight million Americans ages 55 to 65 -- 36 percent of this population -- live in states that '
allow individual insurers to decline to cover pre-existing conditions. This means that
individuals may not be able to get coverage for the care they need most, such as diabetes or
cancer treatment.

v In 34 states, there are no protections against exorbitant premiums. Sixteen million
Americans ages 55 to 65 -- 75 percent of this population -- live in states that have no limits on
what individual market insurers can charge.



ANNOUNCED THAT THE STATE-BY-STATE FINDINGS WILL BE LARGELY
CONFIRMED BY A NEW KAISER FAMILY FOUNDATION STUDY TO BE RELEASED ON
WEDNESDAY. A new study to be released on March 18 by the Kaiser Foundation confirms that the
individual insurance market cannot be relied upon to offer affordable insurance. It documents
insurance practices that result in denials of coverage, excessive premiums, and geographic variation,
especially for older and sicker people. It reports that a 60-year old, healthy man in an average cost area
could pay up to $535 per month for coverage. However, if he lived in a high-cost area and had health
problems, this premium could be over twice as high (250 percent of the standard premium, or over
$1,000 per month) -- or be denied coverage altogether.

UNVEILED LEGISLATION THAT ALLOWS AMERICANS NEW CHOICES TO GAIN
ACCESS TO HEALTH CARE COVERAGE The legislation unveiled on the Hill today provides
new health insurance options for Amencans ages to 55 to 65. This legislation is being introduced by
numerous Democrats, including both Democratic leaders (Senator Daschle and Congressman
Gephardt), as well as all the ranking Democrats on the Committees of Jurisdiction: Senators Moynihan
and Rockefeller (Senate Finance Committee) and Representatives Rangel, Stark (House Ways and
Means Cormmttee) Dingell, and Brown (House Commerce Committee). It: ‘

4 Enables Americans ages 62 to 65 to buy into Medicare, by paying a premium.

v Provides displaced workers over'_ 55 access to Medicare by offering ‘those‘who have
involuntarily lost their jobs and their health care coverage a similar Medicare buy-in option.
These workers often have a hard time finding new jobs and getting job-based health insurance.

v Allows retirees ages 55 and older whose employers dropped their health coverage with
access to their former employers’ health plan. This provision allows retirees whose
employers dropped their health coverage after they have retired to buy into their employers’
health plans through “COBRA” coverage.

Paid for by premiums and anti-fraud and overpayment savings. Under this proposal, participants
would pay the premium in two parts: most up front (the base premium) and a part after they turn 65
years old (the risk portion of the premium reflecting the possibility that those who opt for this policy
will have below-average health). Medicare would “loan” participants the second part of the premium
until they reach 65, after which they would make a small additional payment on top of their regular
Medicare Part B premium. This payment mechanism means that the legislation will impose only
temporary costs on the Medicare program;'these costs are paid for by a series of anti-fraud and anti-
overpayment initiatives.

Separate Trust Fund. The buy-in takes édvantage of Medicare’s low administrative costs and choice
of providers and plans, but its financing is kept completely separate from the Medicare Trust Fund.

CONGRESSIONAL BUDGET OFFICE (CBO) CONFIRMED THIS IS A PRUDENT,
TARGETED PROPOSAL THAT GIVES AMERICANS AGES 55 TO 65 NEW CHOICES
WITHOUT HARMING MEDICARE. The Congressional Budget Office recently released estimates
showing that the Medicare buy-in proposal is a carefully targeted policy that will not burden the
Medicare Trust Fund. Its estimates showed that the program costs less and covers more people than
the Administration estimated: 400,000.



Q& A’sonMedicare BuyIn -
S . April, 1998 .

Won’t the President’s Medicare buy-in proposal burden the Medicare Trust Fund?
Absolutely not. The Congressi‘onal Budget Office just released estimates confirming that -
the Medicare buy-in proposal is a carefully targeted policy that will not burden the ‘
Medicare Trust Fund. In fact, the CBO estimated that the policy will help more people -
and cost less than the Admmrstratron itself did. The CBO estimates that this proposal
would provide coverage for 4E® 000 individuals, 33 percent higher than the
Administration’s estimates. Moreover the CBO projects that Medicare beneficiaries
would have to pay less in premiums after they turn 65 to cover the costs of the buy-in
than the Admlmstratron assumed. : :

« I'
There w111 be a temporary cost to the Med1care program from this pohcy because
Medicare will effectively loan part1crpants part of thelr premium until after they turn 65.
But even this cost is fully paid for by the Presment s proposal through a series of anti-
fraud, abuse, and overpayment measures . :

.
i

, Background: S

‘Why this policy has a temporary cost but would not impose a burden on the
Medicare Trust Fund. There i isa relatively modest cost to this proposal because
participants would pay the prerruum in two parts: most up front (the base premium) and a
" part after they turn 65 years old (the risk portion of the premium that reflects the
possibility that those who opt for the policy may bé less healthy than average) This
payment mechanism will help older Americans to buy into Medicare with affordable .
premiums. Medicare would in effect “loan” participants the second part of the premium
until they reach 65 after which they would make a small payment on top of their regular
Medicare Part B premium. That “loan” accounts for most of the costs of this policy.
Since the loan eventually would be repaid with mterest this pohcy would not burden the
Medrcare program over the Iong run.

¢ .

|
3

Hasn’t CBO said that the Admmlstratlon’s antl-fraud savmgs wrll not pay | the
temporary costs of this program" ‘ , : :

l
There is a slight differerice -- $300 million over ﬁve years -- between CBO and
Administration estimates of the amount of money that will be saved by the
‘Administration’s proposed amlfraud and overpayment measures. ‘However, the
legislation introduced by the Democratic leadership in March on behalf of the President -
has been deswned to has been desrgned to eliminate thlS extremely small ﬁnancmg gap.

i
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Senator Breaux and many elite policy analysts say that you should only consider the
Medicare buy-in within the context of the Medicare Commission’s work. Why do
you continue to push for thls 1ssue" Isn’t it purély politics?

" While the work of the Medicare Commwsmn will be extrerncly important, the President
does not believe that Congress should hold up a financially responsible proposal that
would help hundreds of thousands of vulnerable Americans gain access to health
insurance. Americans ages 55 to 65 are one of the most difficult to insure populations:
they have less access to and a greater risk of losing employer-based health insurance; and
they are twice as likely to have health problems. The policies being unveiled today are

~ fully paid for, and will help people who now have few affordable choices for health
insurance. The President is confident that as Congress examines the needs of this
population and the substance of this proposal, it will decide to move this leglslatlon
forward

Isn’t this the wrong time to propose expanding Medicare -- just when the |
Commission is going to make recommendatlons about the overall financing of the
program?

The legislation being unveiled today is a targeted proposal that does not add one dime to
the deficit nor does it add any new burdens to the program. The Medicare Commission
will be working to develop proposals for the overall financing of Medicare. The
legislation being unveiled today will not conflict with the Commission’s work in this
area. The hundreds of thousands of Americans who benefit from this proposal should not
have to wait. The fiscally conservatlve design of this proposal does not alter, in any way,
the financing of the program and as such, does not conflict with the Commission’s
charge ~

Isn’t the COBRA pohcy yet another employer mandate that will discourage
employers from offering health coverage?

The COBRA policy applies only to a small group of firms that have dropped retiree
health benefits after promising to provide them. Also, it requires retirees to pay a
premium without an employer contribution, so the costs to the employer would be
minimal. As a consequence, there is no reason to believe that employers will make a
decision to drop health covelage sn'nply because this pohcy exists.

‘1,



What is your responsc to pmimsals to allow Americans ages 55 to 65 buy into the
Federal Employees Health Benefits Program (FEHBP), rather than Medicare?

First of all, we applaud any prdposal that recegnizés the difficulties that Americans ages
55 to 65 have accessing affordable health insurance.

With regard to proposals that allow this population to buy into FEHBP, we do have some
concerns that would need to be addressed. First, if Americans ages 55 to 65 were allowed
to buy into FEHBP, this would.no doubt raise premiums for all Federal employees. An
alternative solution would be to create a separate pool for this age group. However, under
this option, premiums for those in this pool would likely be more expensive than under
the President’s Medicare option. .

Another alternative would be to have a two-part premium, as in the President’s Medicare
proposal, where beneficiaries pay a more affordable premium upfront and then pay an
additional risk premium when they enter Medicare at age 65. However, there would be
few incentives for insurers to participate in such an option. Insurers would not want to be
* collecting premiums after the participant was no longer receiving health insurance
through them. (This would not be the case in Medicare where an individual will still be
participating in the Medicare program after they turn 65 and can pay the second part of
the premium as a condition of their participation in the program). '

However, we applaud any and all propésals that acknowledge the vulnerabilities of these
older Americans and are interested in working with anyone on the best ways to help this
population access health insurance.



WHAT DO YOU THINK OF SENATOR DOMENICI’S PROPOSAL TO USE
RECEIPTS FROM THE TOBACCO SETTLEMENT TO “SAVE MEDICARE
FIRST”? '

We welcome support for the President’s goal of national, bipartisan tobacco
legislation and Scnator Domenici’s comments suggest that he supports this goal too.
There is no doubt that the Congress, the states and many others will have a spirited debate
over how exactly to use any revenue associated with tobacco legislation. Many
constructive ideas, such as Senator Domenici’s Medicare option, will no doubt emerge
and we look forward to that discussion.

The President’s investinent priorities for the tobacco legislation are aimed at helping
children and the victims or potential victims of smoking. His budget dedicates almost
all of any tobacco revenues towards initiatives designed to reduce smoking, help find
treatments and cures for diseases, and invest in our children through health care coverage,
needed child care, and education. The Administration believes that these investments
have a natural link to tobacco revenue and will make a major contribution toward
preparing the nation for the 21st century.

The President certainly shares the Senator’s concern about the Medicare program.
No President has done more to protect and strengthen this vital program. Just last year,
working with the Congress, the President enacted a package of unprecedented savings --
$450 billion over 10 years -- and structural reforms that extended the life of the Medicare
Trust Fund until 2010. He recently appointed a distinguished group of individuals as his
members of the Medicare Commission. The President is committed to working with the
Commission to find ways for the program to meet the longer-term financing challenges
that confront it. Dedicating revenue from any tobacco legislation to Medicare is certainly
an option worth considering, but it should not be the only option.

We need to cnact tobacco legislation this year that will help stop our nation’s
~children from taking up smoking in the first place. Then we can have a thorough
debate about the best way to invest tobacco revenues.
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AARP MEDICARE BUY-IN. Add One

The cost of private health insurance coverage varies widely for people between
62 and 64 years old. Those with employer-sponsored coverage generally pay
the lowest premium costs. A worker in the 62 to 64 age group might pay $420 a
year, or 20 percent of the total premium for an active employee plan. However,
individuals who purchase private coverage confront much higher costs,
particularly if they are in poor health. The cost to a 62 year old can range’
anywhere from $2,000 to $16,000 a year, according to the report.

The report, A Medicare Buy-In: Examining the Costs for Two Populations, also
examined what the cost of buying in to Medicare would be for people age 65 to
66 if the Medicare eligibility age were raised to 67. The cost would range from
$5,041 a year, or $420 a month, with 20 percent participation, to $3,358 a year,
or $280 a month, with full part;cupatlon

“This report will provide mportantmformation to the Bipartisan Commission on
the Future of Medicare. If the Commission looks at changing the age of eligibility
for Medicare, it should fully recognize the limits of the private health insurance
‘market and make recommendatlons on how the private market can make
insurance available and affordable to this group of people,” said John Rother,
AARP's Director of Legislation and Public Policy.

Average Medicare expenditures for current beneficiaries ages 65 and older were
$5,477 in 1997, considerably more than the buy-in premiums estimated for
people age 62 to 64 and age 65 to 686. The buy-in premium estimates were
lower because the buy-in groups would be younger than the average age of
current Medicare beneficiaries, and many of the sickest people in the buy-in age
cohorts would have already quahﬁed for Medicare benefits on the basis of
dtsablhty

“The lack of access to health insurance for people in their pre-Medicare years is |
a problem that is only getting worse. These people are faced with a myriad of
problems in receiving high quality health care and affordable comprehensive
insurance. This can become an incredible financial hardship for other family
members who want their loved ones to have health insurance because they
understand the risks for them if one or more of their parents lack insurance
coverage,” Rother said.

AARP, celebrating 40 years of service to Americans of all ages, is the nation's
leading organization for people age 50 and older. It serves their needs through
information and education, advocacy, and community services which are
provided by a network of local chapters and experienced volunteers throughout
the country. The organization also offers members a wide range of benefits and
services, including Modem Maturity magazine and the monthly Bidletin.
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NEW AARP REPORT fPROJECTS COST OF MEDICARE
BUY-IN FOR PEOPLE IN THEIR PRE-MEDICARE YEARS -

Buy-In Option is Important Alternative to Individual Market

A Medicare buy-in for people age 62 to 84 will cost about $400 per month if 20
percent of the eligible population enrolls, concludes a new AARP report released

.. today in Washington. The analysis was conducted by Roland McDevitt of
Watson Wyatt Worldwide for AARP's Public Policy Institute. ‘

The cost for an individual betweeﬁ 62 and 64 years old to buy—m'to Medicare
would be $4,570 a year or $381 a month in 1997, based on the Medicare cost
experience in that year. .

This premium assumes that only 20 percent of 62 to 64 year olds who are not
covered by a public program or an employer-sponsored plan would purchase the
buy-in coverage. The analysis also assumes that people in poor health would be
more likely to participate. It does not assume that a portlon of the premium
would be deferred until after age 65 .

In contrast, the premium would drop to $3, 044 a Srear or $254 a month, if
everyone not covered by a public program or empioyer-sponsored plan took part
in the buy-in, the report found.

“fn 1996, almost one million Americans between 62 and 64 years old were one
illness away from financial catastrophe,” said Geraldine Smolka of AARP's
Public Policy Institute. “These individuals, many of whom are retired and living
on fixed incomes, had no health insurance. Private health insurance is often
unaffordable for them.”
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