
MEMORANDUM 


TO: Laura Tyson July 17, 1995 
FR: Chris J. 
RE: MedicareIMedicaid Growth Rate Comparisons 
cc: Gene 

Following up our conversation today, I am attaching a set of charts and background 
information on MedicareIMedicare growth rate comparisons with the private sector. Since 
everyone is working off the CSO baseline, I had our HHS folks do our estimates working 
with the CBO model/numbers. 

As you will note, CBO projected private sector per capita baseiine over the next 7 years is 
running at 7.1 percent. If the Republican cuts were enacted, the MedicareIMedicaid per 
capita growth rates would be running at 4.9% and 1.4% respectively. 

These numbers have been reviewed by OMB, but not yet finally cleared. I would say, 
however, that I am confident enough iiI' them to give them to you for your use. 

One last point, because the Medicaid baselipes are so different, we recommend NOT 
attempting to try to project an Administration proposal growth rate onto the CBO baseline. 
However, it is important to note that our Medicare growth rate number (if you assume $124 
billion off of the CBO baseline) is 6.4% -- also less than the 7.1 % CBO projection for the 
private sector growth rate. At this point, I would recommend against talking about our 
growth rates -- either Medicare or Medicaid --. on an assumed CBO baseline. 
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Effect of the Republican Proposal 
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MEDICARE'SPENDING AI~D GROWTH RATES. 
I ' 

UNDER THE REPUBLI~ANS' BALANCED BUDGET PROPOSAL 
--- 1/ 	 -~-

. The Republicans have proposed th~t Medic~e spending can be reduced by $270 billion between 
1996 and 2002 in their Balanced Budg~t ProposaL ..' , 

MAGNITUDE OF THE CUTS 

. • 	 Medicare cuts are 33% of all spending reductions under the Republicans' Proposal. 
Although the Medicare beJlefibiaries represent about 13% of the U.S. popUlation and 
Medicare is 11 % of the Feder$ outlays, RepUblicans have proposed that over 33% of the 
savings from policy change le~ding to deficit reduction will come from Medicare. 

Almost all veteranS'sBene~L ~ould have to be. eliminated toequal the size oftbe 
Medicare cuts~ II' '. ~ . . , 

To get a sense of how large $270 billion is, the Congressional Budget Office projects that 

Veterans' Benefits will cost a~out $280 billion between 1996 and2002.· Ninety-five . 
. l ' .. 
percent ofgovernment spendIg.g on V e~erans would need to be eliminated to equal the 

,ize ofthe Medicare cuts. /' . . ... .. . . . 

Republicans would reduce f\1edicare spending by 14%. ". '. . 
The cuts proposed by the Re~ublicans represent a 14% reduction in Medicare spending 
between 1996 and 2002. Thi~s is 20% in 2002 alone. If service reductions were the only 

'I 

, way to achieve $270 billion dollars in savings, then Medicare could no longer cover . 
home health and the skilled ~ursing facility services under. the Republican proposal~ 

SPENDING PER BENEFICIARJ . " . . 

Medicare spending per beleficiary wm'fan by $l,700by 2002 under tbe Repuplican 
Proposal. II . . . 
Under current law, total M~ltlicare spending will be $274 billion in 2002, or $8,350 per 
beneficiaiy. The projected Medicare spending per beneficiary after the Republican cuts 
would be $6,650, or $1,70110$'. .• .. . .. 

Republicans cuts would dtld billions to older American's already high costs. . 
Curr~ntly; older AmericanJ,spend 21% of their income on out-of-pocket health care costs. 
Assuming that the RepubH,ban cuts are divided equally between beneficiaries and. . 

providers:· . . . I .. .•. . ...... 	 . 
o 	 In the year 2002 alpne, each beneficiary could pay $625 more in out-of-pocket 

'.costs than under ~~ President's proposal; couples could pay $1,250 more.. 



o 	 Over th~ seven-year perlod, Ibeneficiaries ~ould pay anadditional $2,825 ($5,650 per 
. couple) out-of·pocket relative to the President's proposal. 

I .' 

GROWTH RATES 

Republicans would reduce growth in spending per ben'eficiary by more than one-. 

h'd . II't Ir 	. ' I 

Gro"vthin expenditures perlrecipient is expected,to average 8.2% under the CBO baseline 
between 1996 and 2002. rfte Republican proposal would reduce this rate by over one-
third to 4.9% over this sarnJ period. .' . 

. Republicans' Medica";' glwth would be significantly slower than that of private• 
spending per beneficiary. II . . . . .' 
T~e Republic~ ~rowth rate.II per beneficiary of 4.9% would be significantly lower than the . 
pnvate per reclplent gro~ rate of 7.1 %. . . . , 

Republicans' Medicate"g)hwth would .alSo be lower than medical inflatio~•• 
Medical inflation (the medi~al component of the consumer price index (CPI)) is projected 
. to be 5.3%, which is higherl~an the 4.9% projected under the Republicans' Proposal' 

I; 
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I Increased Medicare, Out-of-Pocket
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1 $0 President's Proposal Budget Resolution 
,I _, ~__ _, ___ Conference Agre~ment 
,The new Medicare proposals includedin thiPresidenfs June14, 1995-budget announoomentdo'nofindude'arlY new-beneficiary cosIs. -Republican proposal,adjusled-!o. -- 

Irefle-cl the Part B premium extender if) the Presidenfs FY 1996 budget. This chart assumes 50% of Republican cuts affect beneficiaries. US DHHS Estimates 
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BACKUP 
•Comparison of President's Proposal and Republican Conference Agreement 

Baseline President Republicans 

Medicare savings as a 
percent of spending changes 30% 33% 

Percent Reduction from Baseline: 
1996-2002 
2002 

11% 
7% 

20% 
14% 

Spending per beneficiary" $8,350 . $7,425 $6,650 

Growth Per beneficiary. 1996~2002 6.2% 6.4% 4.9% 

'Adjusts to ceo baseline by s.ubtracting Admin. estimated savings frol}l 

CSO baseline spending 
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MEDICAID SAVINGS PROPOSALS 	 i 
if

(Coillars in billions, fiscal years) 
r~I 1995 1996 1997 1998 1999 2000 Z001 2002 2003 2004 2005 9S-C0 96"()2 . 96-05, ~ 

....tt,.. "' 
c( 	 ~ceo Eltpe-nditures 

TDtal Baseline 	 89,2 99.3 110 122.1 134.8 148;1 162.6 177.8 194,5 212.2 231.9 614.3 954.7 1593.3 "'~ 
cl 	 <:.rI,Growth 	 11,3% 10.8% 11.0% 10,4% 9.9% 9.6% 9.3% 9.4% 9,1% 9.3% 10.5% 10.2% 9.9% 

~~ 

OSH Basolll1& 	 8.5 6.9 9.4 9.8 10.3 10,5 10.6 11 11.2 11.4 11.6 ....~. ....
) 

....Expenditures Minus DSH & Administratioll 77.2 06.4 96.3 101.4 119.3 13U 1'45.6 160 175.9 192.6 21t.4 
<:.rI11.9% 11.5% 11.5% 11.1% 10.5% 10.5% 9.9% 9.9% 9.5% 9.1:\% 11.1% 10.8% 10.5% 

OPTION 1: HIGHER SAVINGS FROM PER CAPITA CAP, LOWER SAVINGS FROM DSH 

(j 
Per Capita Cap: Phased·!1\: GDP plus 2% 11\ 1996. GOP plus 1% In 1997, and GOP for subsequent year-> NI 

0Expenditures (e-xduding DSH & Adminislralion) 77.2 86.4 95.5 104.7 114.0 . 124.1 134.2 144.4 155.2 165.8 179.1 I'.) 

Growttl 	 11.9% 10.6% 9.6% 8.9% 8.6% 8.2% 7.6% 7.5% 7.5% 7.4% 9.5% 8.9% 8.4% 
Ctlang e (. saYings, + spending) 0.0 -0.6 '-2.7 -5.3 ·7.7 ·15.6 -2D.7 -25.6 -32.3 .....3.6 -122.3 "'" -16.5 	 0-',,4 ....Assuming 25% leakage 	 0.0 -0.6 -2.0 -4.0 -5.8 -B.6 ·11,7 ~15.5 -19.3 ·24.2 -12.4 -32.7 --91.7 ... 

(..>
Dlsproportlonate Share policy: Reduce i996 Fedefal Spitiidliii ~'i ~3%; Grololo11': e=p;::el! at ~emi!"!!!! GOP I'.) 

--DSH~Expenditures 6.0 6.3 6.6 6.9 7.3 7.7 8.1 8.5 B.9 9.4 [ - I-

Savings -2.9 ·3.1 -3.2 -3.4 .3:2 -~3"':'"1 -2~9 -2:7- -2:5 -2~2 ="15;8-=-21,9=-29~2 

COMBINED SAVINGS 	 -2,9 ·3.7 ~.2 -7.3 -9.0 -11.7 .14.6 -18_2 ·21.8 -26.4 ·2B.2 ·54.5 ·120.9 

OPTION 2: LOWER SAVINGS fROM PER CAPITA CAP. HIGHER SAVINGS FROM DSH 

=:
Per CapttaCap: Phased-In: GDP plus 3% in 1996, GDP plus 2% in 1997. GDP plus 1% In 1998, and GDP foreubsequent"Y&afS =: 

tilExpenditures (excluding DSH & Administfa~[)n) 77.2 00.4 96.' "J6.6 116.6 127.1 137.7 148.5 159.7 171.6 184.3 

Growth 11.9% 11.2% 10.9% 9.4% 9.0% 8.4% 7.8% 7.5% 7.5% 7.4% 
 :,.10.1% 9,4% B.8% 

til
Challge (- savings •• spending) 	 0.0 -0.2 -0.6 -2.7 -4.7 -7.9 -11.5 -16.2 -21.0 -27.1 -8.4 -27.8 ·92.1 ." 

A.i'suming 25% leakage 0.0 -0.1 -0.6 -2.0 -3.5 -5.9 -6.6 -12.2 ·15.8 -20.3 -6.3 -20.8 

~'f~DisprDportlonate Share Policy: Reduce 1996 Federal Spending by 50%; Growth capped al Nominal GDP 
DSH Expenditures 4.5 4.7 4.9 5.2 5.4 5.7 6.0 6.3 6.7 7.0 


Sailings ......5 -4.7 -4.9 -5.1 -5.1 -5.1 -5.0 -4.9 ......7 -4,6 
 -24.2 -34.3 .....8.4 '> 
COMBINED SAVINGS ......5 -4.9 -5.5 -7.1 -8.6 -11.0 ·13.6 -17.0 -20.5 -24.9 -30.5 -55.1 -111,5 '" '" '" c....
OPTION 3: LOWER SAVINGS FROM PER CAPITA CAP, ALTERNATIVE DSH STREAM 	 ITl 

Z 
Z 

Per Capita Cap: lIro Phase-In: GDP plus 1% ~ 	..... 
zExpenditufes (exdudinQ DSH & Administration) 77.2 66.4 94.9 104.7 115.1 126.3 Il7.7 149.5 162.3 175.6 190.Cl Ii) 

Growtll 	 11.9% 9.9% 10.3% 9.9% 9.7% 9.1% 6.5% 8.5% 6.4% 8.4% 10.0% 9.6% 9.2% ~ til 

Change (- saYings, + spending) 0.0 -1.4 -2.7 ......2 -5.5 -7.9 ·10.5 -13.6 -16.8 ·20.8 -13.8 -32.1 -B3.3 ~ 
Assuming 25% leakage 0.0 -1.0 -2.0 -3.2 -4.1 -5.9 -7.9 ·10.2 -12.6 -15.6 -10.3 -24.1 --62,5 

OiSproportlonat~Share Policy:' Pilase out "DSH",lmplemenl·New Program· -
DSH Expenditures. 	 7.5 6.4 5.4 4.8 5.3 5.8 6,4 7.1) 7f 6.5 -} 

~ 

Savings 	 -1.4 . -3.0 -4.4 -5.5 -5.2 -5.0 -4.6 ......2 -3.7 -3.1 -19.5 -29.1 .....0.1 lIP, 
! 

t§I 
0 

COMBINED SAVINGS .1.4 -4.0 -6.4 -8.7 -9.4 ~10.9 -12.5 -14.4 -16.3 ·18.7f -29.8 -53.2 ·102.6 	 I'.) 
0 

0 
!"lOTE: Ass.....,es!h1l1 c;;p..... "",pred lD Iho aged. Gsabled, adlits .... d chldren separ.wely. ""surne. 11Ia1!he cap i. nol er.toreed n 1996_ AlillirowatNa_..... ex<:luded /rQllllhe ups; thai! I,":1wion waltd sl>ilhtly irae""", Ute saving •• 0 

"' 
I'.) 

• Phases cut fedBr"HlSH pavmenlb¥muhi~!l!I FY 1995 Fedenll OSH spendhg by: n% in 1936. 5O'lC. in 1997. 25'1\ in 1008 and 0 n 1999 Ilfld s...sequont \'Bars. 

The sailings/10m jlh."<\Q otil DSH would I:a <IIISE:I b, imp/OIIlen1illG 8 Fediiral plegram .a--" tul'l<llng Is set allY, of baseline fedeml Medicaid banefd. """"dn!) in 1936, 2% in 1991. 3'1!. ill 1998. and 4% 101 subseq...,nt VO;;n. 
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Republican Medicare Proposals 

Base Package: The base package coniains a series ofPart A and Part B savings proposals which 
total $127 billion over 7-years,with pcb A savings of$89 billion. . ; 

. . II. . 	 . 
Alternative 1: This alternative would change the base packag~ by: . 

Droping the proposal to remoJe IME, GME and DSH from the.AAPC~ and'eliminating 
the savings from the, package. i~he work-group will continue to consider elimination of 
add-ons from AAPCC and potjential uses ofthose funds. . .' : 

Making up the deficit-reductidl savhtgS by a legislative proposal for new guidelines for 
II 	 . I 

therapy services furnished to SNP patients, advancing the effective date for the IME , 
reduction, extending the hOl.pi~ update reductions for FY 03-05 and repricing two I 

proposals. 	 j 
I 	 , 

o 	 . Modifying the home health policy reducing limits and creating a TEFRA-like cost . • . 

cOntainment system before implementing a per-episode prospective system in FY 2000. 


. . . II 	 .; 
Alternative 2: Generally, this altemativewould lesserithe hit on·academic health centers even 
further and replace the savings with ah increase in the hospital update reduction. Specifically, this . 
alternative would change the base padkageby: ' . . . 

J/ 	 : 

. 0' . . Droping the proposal.to remd:ve IME, GME and DSH from the AAPCC and elinUnating 

. the savings from the paCkage.11 Th~ work-group' will continue to consider eliminatio~ of 


·add..:ons from AAPCC and potential uses ofthose funds.. 


I 
o 	 Elimina!:.lg the IME hit. 

I ' 	 . 
'0 . 	 Making up the deficit-reduction savings by a legislative proposal for new guidelines'for . 

therapy seivices furnished to{SNF patients (same as alternative 1), extending the ho~pital 
update reductions for FY ()3~O~ and increasing the hospital update hit from MB-1 pier year 
to MB - 1.5 per year from FY 97-05 and repricing two proposals. :. 

o 	 ModifYing the home health ~~liCY ~ucing limits and creating a TEFRA-like cost: .. 

containment system before u;nplementing a per-episode prospective system in FY 2000 

(same as alterrtative 1). . . , 


http:Elimina!:.lg
http:paCkage.11
http:proposal.to
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t: 
_~-__P_J~1 . ,', •••_'Lw"::.'8114195. 
(Dollars In billions. f1aca1 )'88I's) II 

II 96-00 86-002 86-05 

EXTENDERS II' 
PART A 

Medicare Secondary Pllyel 2.070 5.170 11.720 

SNF Freeze Extension 1.280 1.980 ,3.200I 
Home Health Freeze Elctension 1.550 2.520 4.210 

PARTB II 
Medicare, Secondary Payer, 0.900 2.450 6.240 

Part B Premium 4.095 16.355 57.650 
Part B Interaction8 -0.060 -0.210 -0.670 

Total Extender8 9.835 28.265 82.350 

PART A PROPOSALS 
Hospital. 

Reduce Hospital PPS lIpdfe M8-1% (FY 1997-2005 7.070 17.080 41.990 
Extend PPS Capital ReductiOn from OBRA 1990 6.140 9.330 14.820 

Reduce PP5-Exempt UI!d (M8-1%&M8-2%.19 1.150 2.830 7.740 

Reduce PPs-Exempt Payments 1.010 1.590 2.610 

Moratorium on Long-Te I e Hospltal8 0.390 0.820 1.840 
Expand Center8 of Exoallence 0.150 0.230 0.350 

Lower IME Effective 71U98:/ . 3.800 8.800 18.780 

GME Reform . I 2.810 5.285 10.965 
Reduce Medicare DSH Payments by 25% 5.180 8.410 14.200 
Eliminate Add-on8 for Outliers 2.8eo 4.380 7.190 

II
PPS Redefined Diechacgea 1.030 1.840 2.780 
Eliminate Owrpaymen:! wliivenl 0.050 0.075 0.120 

Home Health and SNF II . 
Home Health Prospective I?ayment 3.540 8.885 18.585 

SNF Prospective Payment II 1.340 2.580 4.720 
Eliminate HH PIP 1.090 1.230 1.480 
Home Health Pay on Location of Service 1.340 2~OOO 3.170 
Therapy Guidellne8 II 2.050 3.110 4.850 

Medicare Secondary Payer (Part II) 
Insurer Reporting and eouh Case Fix 1.100 1.775 3.005 

~ 

Part A InteractiOn8 -0.190 -0.580 -1.670 

TOTAL PART A 41.690 79.470 157.485 
TOTAL'PART A (Including Eldenders) ~ ~ ~ 

PART B PROPOSALS 
. Physiciane I 

Freeze Physician Fees in ~996 (not primary care) 1.030 1.610 2.690 
Eliminate MVPS Upward Bias 1.480 6.150 21.930 

Single Fee For Surger:f 0.570 0.910 1.540II' 
Eliminate Urban HPSA Bcinus 0.190 0.300 0.500 

1/
Raduce Overhead Payments 0.330 0.580 ().980 

Hoapital Outpatient Departm~nts 

OPDs: Payment Raform 
 4.040 8.470 33.255 

HMO. 

Impose ftoors & ceilings 
 0.635 1.205 2.205 

Medicare Secondary Parar ('jart B) 
In aurer Reporting and ~rtCase Fix 0.880 1.440 2.660 

Other Providers II' 
Competitive Bidding for Uibs 1.130 1.950 3.520 

Competitive Bidding for P~rt B Services 0.720 1.210 2.120 


, Profile Lab Tests /I . 0.810 1.290 2.220 

Simplify Inherent Raa:sonablene88 0.190 0.290 0.480 

Implement PhY8ician Reb'Lndling Controls 0.690 1.110 1.935 
. I 

Eliminate Overpayment Waiver 0.055 0.085 0.135 
Expand Centers of Ex6ell~nce 0.110 0.170 0.280 

Part B Interactions . ..03.410 -7.000 -19.575 

, TOTAL PART B . I 9.430 19.750 56.855 
TOTAL PART B (Including Extendenll ~ ~ ~ 

TOTAL SAVINGS . II . 51.120 99.220 214.340 
TOTAL SAVINGS (Including ~enders) 60.955 127.485 296.690 

I 

http:M8-1%&M8-2%.19
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Medicare Savers ~- Alternative 1 	 9~15/95 

Part A 

o 	 Reduce Hospital PPS Update,: Reduce the hospital market basket by 1 percentage P9int 
each year between FY 1997 ~d FY 2005 (the FY 1997 reduction is 0.5 percentage points 
above current law). 

o 	 Extend PPS Capital Reduction from OBRA-90: Permanently capture the savings fr4m the 
OBRA-90 payment reductiorton an ongoing basis by giving the full update to the rates in 

j 	 , 

effect at the end ofOBRA-90 provision (9/30/95). Effective 10/1/95. , 
,,' 'II", 	 ' '. 

o 	 Lower IME: Reduce the llMF adjustment from 7~7 percent to 6.8 for admissions befween 
July 1, 1998 and September 10, 1998; to 6.0 percent from October 1, 1998 and September 
30, 1999; and to 5.3 perce:nt ,ior October 1, 1999 and thereafter. ' . 

o 	 GMB Reform: Medicare 10Jrn policy would be reformed by: , 	 . 

+ 	 Freezing the total nufnber and the number of non-primary care residency positions 
that would be reimbJirsed under Medicare, at a hospital-specific level, effective 
10/1/95 for IMEan~17/1/96 for 6ME (base period for GMB is 7/1/95-6/30/~6). 

+ 	 Extending the OBRA-93 freeze on updates for non-primary care residents for' an 
'additional 5-years thfough FY 2000, effective 7/1/96.. . : ' 

+ 	 Counting residents bbyond their,initial residency periods as 0.5 FTEs for IME (as
,. I.· 	 ,

currently done for GMB), effective 10/1/95. . 	 ' , 
+ 	 Counting work in ndn-hospital settings for IME (as long as there is no increase in 

the hospital's residerlt-to-bed ratio), effective 7/1/96. ' : : 
+ 	 Allowing ,GMB p(lYIPen~s to non-hospitals for primary care residents in non

hospital settings, w~bn a hospital is not paying for the resident's salary in t~t 
setting, effective 7/1]196. , 

+ 	 Capping hospital~sp~cific GME payments at 140 percent ofthe national av~rage 
pet resident amountleffective 7/1/96.', , 	 ,. II' , ' I 

o 	 Reduce Medicare DSH: Reduce the current Medicare disproportionate share adju~tment 
for PPS hospitals by 25 perbent effective with FY 1997. The formula for DSH paYments 
would be reestablished to lirget more precisely those hospitals which serve J 

disproportionate shares oflbw incqme patients. 

o 	 Eliminate Add-Ons For oJliers: Eli~nate IME and DSH payments fo~ outlier ca:ses, 
effective with discharges b~ginning with FY 1996., : 

II, ' 	 ! 

o 	 Reduce PPS Payments for Redefined Discharges: Redefine transfers from PPS to inon
PPS facilities as discharges! effective 10/1/95. 



Page 2: 

o 	 Long-Term Care Hospital Moratorium: Prohibit new long-term care hospitals from ~eing 
excluded from PPS, effective upon enactment (assumed to be 10/1195). ! 

o 	 Reduce PPS-Exempt Update: Reduce the update for PPS-exempt hospitals by 1.0 
percentage points each year between FY 1996 and FY 2005. Starting in FY 1996, rtibase 
target amounts for hospitals abd distinct part units excluded from PPS, limit target ' 
amounts to 150 percent of nalional average, eIimirulte bonus payments and shared-ri* 
payments. I . . . . ; 

. I 

o 	 Reduce PPS-Exempt Capital Payments: Pay 85 percent ofcapital costs for hospitaIsiand 
hospital units excluded from fPS for fiscal years 1996 throuSh 2005. : . 

o 	 Eliminate Overpayment waiJlr: ~ not relieve providers ofservices of liability for: . 
refunding an overpayment befause they are found to be without fault for the overpa~ent, 
unless the overpayment W2iS discovered subsequent to the third calendar year after t~e year 
of payment. The waiver pro~sions for any overpayment to the beneficiary would' be· . 
maintained. Effective FY 1996. I 

C· fE II' E' II d f ll' all rb . b .,'o 	 enters 0 xce ence: xpan centers 0 exce ence to u an areas y contractmg WI
'th' 

individual centers using a flatlpayment rate for all services (part A and Part B) 2iSsociated 
with cataract or CABG surg~ry. The Secretary would be granted authority to desigpate 
other services that lend the~elves to this approach. Beneficiaries would not be reqhired 
to receive services at these! c~nters, but would be encouraged to do so a Medicare rebate 
to the beneficiar,Y equal to 10 percent ofthe government's savings from the center. ! 

Effective 10/1196. 
, 

o 	 Home Health Payment: Reduce limits to 112 percent ofthe median, effective for cOst 
II 	 ..1 

reporting periods beginning Ii'll1196. Effective for cost reporting periods beginning 711/97, 
reduce limits to 100 percentllofthe median. Full updates would apply for 711/96 and 
711/97. HCFA would expand research on a PPS system for HHAs which would tiel 

• 	 II , d f .prospectIve payments to ~m eplso e 0 care. . 	 I 

Effective 7/1/97, imPlementlan interim TEFRA-like system oflimits. That is, an agbcy
. specific limitation on annual cost per beneficiary would be superimposed over the e?asting 
limitations on cost per visit.1 Payment would be based on the lower of: (a) allowabl~ costs 
per visit, (b) a per visit limitation based on 100 percent of the median, or (c) the agency
specific per beneficiary limi~ation. New providers would be subject to a regional or 
nationaI per-beneficiary limitation. Expenditures for beneficiaries who use services, 

. furnished by more than onelagency would be pro-rated among the agencies. : 

HCFA would report to Coqgress, by 4/1199, on a full home healthPPS per episodcr system 
for implementation in FY 2000. In designing the system, HCFA would consider the 
following features: ' 



.. 

Page 3: 
, 	 . 

I . 

+ 	 Rates under the system would be 15 percent less than those that would occur 
under FY 2000 Medic~e expenditures for home health Services. I 

+ 	 All services currently lovered and paid under the Medicare home health benefit 
and medical supplies J,ould be subject to the per episode payment. In defining an 
episode ofcare, the Skretary woUld consider: an appropriate length of time for 
an episode; the use ot:iservices and the number ofvisits provided within an ep:isode; 
potential changes in tfie mix ofservices provided within an episode; and, generally. 
a system design that J.m provide for continued 'access to quality services. The per 
episode payment amolfnt will be based on the most current settled cost repoq data 
available to the Secretary. , . 

. 	 . 1/ . . I 

· ld I d h 'd ify . ". . d'+ 	 The Secretary wou ipon uct researc to 1 ent an appropnate case mIX a ~uster 
for a national PPS. \fhen a case mix adjuster is developed that explains a : 

. significant amount of/the variation in cost,. the Secretary would have authority to 
incorporate the case tmx adjustment methodology into the prS. . I 

+ 	 The Secretary WOuldjbe authorizedto make appropriate adjustments including for 
geographic differenc~s in wages and rates would be updated by an appropri~te . 
update factor. The episode payment amount would be adjusted annually by the 
HHAmarket basket ~dex. The labor portion of the episode amount would l>e 
adjusted for geographic differences in labor-related costs based on the most I 

. al 	 II , dcurrent hOSpit wage m ex. 	 I 

I 

II 	 I 

+ 	 The Secretary would have the authority to designate a payment provision for 
outliers recognizing fhe need to adjust payments due to unusual variations m. the 
type or amount of~edically necessary care. 

+ 	 An HHA would be Jlsponsible for coordinating all care for a beneficiary. Ifa 
beneficiary elects tolitransfer to another HHA within an episode period, the ~pisode' 
payment would be pro-rated between the HHAs. . I 

o 	 Eliminate HH PIP paymenJ Eliminate PIP payments for Home l1ealth Agencies : 
begit;ming with FY 1996. I ';.' : 

o 	 Home Health Pa on Lo of Service: Pay for home health services based on the' zip 
code of the location ofwh 

I 
e the service is 

. 
rendered rather than where the service iis 

billed, beginning with FY r6. 	 . . .. . : 

o 	 SNF Prospective Payment: Implement a prospective payment system for Part A S,NF 
services for cost reporting periods beginning on or after October 1, 1996. The system 

.would be budget neutral with respect to FY 1996 Medicare expenditures for SNF; . 
services. 
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,Under the interim system, routine costs would be paid at a facility-specific prospectiv~ 
rate, subject to regionallimitsil Regional cost limits would be based on 9 Census Divi,sions 
and by urbanlrurallocation. Gosts in a base year would be examined for each facilityland 
the lessor of the facilitiy's cos~ or regional limit will be trended forward to the first I 

effective period ofPPS. FaciVty-specific rates and regional limits would be updated by 
market basket each year. Savings would be generated from establishing regional limits 

• I 	 I 

using data only from freestanding SNFs and eliminating new cost limit exceptions and new 
provider exemptions. HospitiiI.based SNFs and low volume facilities currently paid ~nder 
a special PPS system would b'~ granted a hold harmless provision for an interim peridd. 

Capital and ancillary costs WJuld be paid at cost, as in the.current system. New pr~derS
would be paid at the regional/:limits., , 

o 	 Salary Equivalenmr Guidelinet Effective January 1, 1996, through a legislative proposal, 
establish salary equivalency ~idelines for Medicare payment of speech-language : 
pathology and occupational therapy services and revise existing salary equivalency ; 

. guidelines for physical therap~ and respiratory therapy. These guidelines would det~rmine 
the maximum Medicare paym,ent for these services. . ' .• 

o 	 MSP Insuror Reporting: Juire all third party payers, including insurers, TPAs, other 
plan fiduciaries and employe~s who have self-administered group health plans to gat~er 
information as may be prescribed by the Secretary for the purpose of identifYing MSP 
situations, determine primaIJij or secondary payment status to Medicare in accordanCe with 
the information gathered an~1 rules promulgated by the Secretary, and report the res¥lts of 
those determinations to the Secretary in the manner and form prescribed by the Sect;etary. 
The Secretary could impose Ih civil money penalty up to $1,000 per instance where the 
third party payer failed to re~ort timely and accurate information with regard to any; 
Medicare beneficiary. Effective January 1, 1996. , ' 

o 	 MSP Court Case Fix: Medii ... e MSP policy would be refunned and clarified,effeClive 
'111196, by four proposals thAt improve the Secretary's ability to recover mistaken primary 
payments, and mitigate the Unpact of the decision of the Circuit Court. ' 

£:'1'arify 	 ha Med' II . ak' 'fr hird " + ~ t t Icare may recover nust en pnmary payments om a t party
I) 	 , , 

payer without regard to procedural contract limitations, such as claims filing
I 	 . 

limitations, imposed/lbY the third party payer. 	 ' : 

+ 	 Clarify that entities from which ,Medicare may recover include insurers, TPAs that 
make payments on ~ehalfof insurance plans, and other plan fiduciaries, These 
entities may seek to i;recover the repayment to Medicare from the plan, employer or 
other party, as may be appropriate. ' 

, I 
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+ 	 Specify 
, 

that ifa third IParty payer did not make a primary payment in full when 
required to do so, the:lthird party payer or other entity from which Medicare fnay 
recover must repay Medicare the lesser of the amount Medicare paid or the third 
party payer's full prir$ry payment obligation if the plan can prove that it did hot 
know and could not ffave reasonably- been expected to have known that it was the 
proper primary payer !for services provided to the Medicare beneficiary. I 

Require the thirdPJ payer or other entity to advise Medicare of the following, if 
it made a full primary'l payment: the party (ifany) that had submitted the cl~ the 
party paid, the date prd, the amoW)t paid, and an explanation ofhow the payment 
amount was determined. _ 

R '· .. h II. d'ii Medi dhird ' . :equrre entItles t at ~ecelve up cate. care an t party payer pnma.ry 
payments to repay tol'Medicare the full Medicare payment received, plus intetest. 
Unless the sum due t~ Medicare was repaid within 60 days ofthe receipt of the 
later duplicate paym+t from either Medicare or the third party payer, interest 
would accrue from the date ofthe Medicare payment. I 

+ 	 Ifan employer or ~ plan sponsor took into account the Medicare entitl.,Jtent of 
the individual and did not provide coverage to the beneficiary, the ~mployer lor 
other plan sponsor mhst repay Medicaret\Vice the amount that Medicare pai,d for 
all services provided ~o the Medicare beneficiary during the period that group 
health plan cov~geI~asnot afforded. ...: 

Further, ifan entity Dilled both Medicare and the third party payer, or knew that 
both had been billed,llthe entity would be required to repay double the amount that 
Medicare paid, plus applicable interest on this amount. 

Part B 

o 	 ,1996 Physician Update: Fr~eze the 1996 physician update except for primary care 
services. 

o 	 MVPS Upward Bias: BesUFng with the FY 1996 MVPS, eliminate the inconsistency in 
the way performance adjustments to the update are passed through to the MVPS for the 
relevant fiscal year. Both ueward and downward adjustments would pass-through to the 
current year's MVPS the fuq amount of the performance adjustment. Eliminate thel 
current 5 percentage point floor on maximum reductions in updates due to physiciaps' 
performance relative to the brior MVPS. • 
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o 	 Single Fee for Surgery: Effective 111196, make the same payment to primary surgeons 
-who do and do not use assistbts-at-surgery in those cases when Medicare makes a , 
separate payment (i.e., in cas~s where a physician, physician assistant, riurse practitioner or 
clinical nurse specialist is use~). The Medicare payment for the primary surgeon wo~d be 
reduced by the amount ofthelpayment for the assistant-at-surgery used by the surgeon. 
Exceptions would be createdllfor specific procedures or situations specified by the : 
Secretary where separate pa}Plents would be made. . 

o 	 Reduce Overhead Payments: Implement another increment in the OBRA-93 reduction of 
practice expense relative value u~ts. In 1997, practice expenses relative value units: 

. II' 	 I
would be reduced for the same set of services reduced by OBRA-1993. The amount of 

. II . 	 , 

the reduction in 1997 would be by the amount of the 1994,1995 and 1996 reductioris andII 	 . .' 
· the floor on reduction~ would be reduced from 128 percent to 115 percent. , 

. S 	 S ·al lirnina·' . I1/o 	 No Ur ban HP A peci ty Bonus: E te current 10 percent payment bonus for :non
primary care services furnishbd in urban Health Professional Shortage Areas (HPSAS), 
effective 111196. 

o 	 OPD Payment Reform: Effective with FY 1997, (a) eliminate formula driven I 

overpayments (FDO) from chlculation ofblended payment 'amounts for radiology, 
· diagnostic tests and ambulat8ry surgery services furnished in hospital outpatient , 
departments~ (b) implement l prospective payment system for certain services, and (c) set 
beneficiary coinsurance at s~lbcified percentages of the prospective rate. ' 

I ' 	 , 

o 	 Establish Part B Floors and Ceilings: Beginning in 1996, establish national floors and 
ceilings on the Part B portio~ ofthe AAPCC rates. The ceiling would b,e phased-inlover 
five years (e.g., 20 perceht iii the first year, 40 percent in the second year, etc.) and be 

II . 	 I 
based on 95 percent of the U'SPCC. Counties whose Part B AAPCC is above 150 percent 
of 95 percent ofthe Part B UrsPcc would be limited to that amount. The floor wo~ld not 
be phased-in. Counties whd1se Part B AAPCC is below 80 percent of95 percent of;the 
Part B USPCC would be indreased to that amount. ; 

o 	 Competitive Bid for Selecte~ Part B Items and Services: .The Secretary would be r~qUired
to contract competitively'fo} Medicare services and supplies in a geographic' area. I . 

II 	 . 

Contracts would be established with entities or individuals that meet quality standards and 
are able to furnish a sufficieht amount of the' item or service. The initial items for : 

· competitive procurement ar~: oxygen and oxygen equipment~ e~teral and parenteral 
nutrients, supplies and equi~ment~ and MRIs and CT scans. The Secretary would be 
authorized to add other itetAs·in the future as appropriate. I 
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If the competitive.system do~s not result in a reduction of at least 10 percent in the price 
of these selected services froth the price levels that would occur in CY 1997, then the 
Secretary would reduce Medi'care fees for these selected services by the difference n~eded 

,to result in a 10 percent pricell discount from CY 1997 levels, effective 111197. I 

Authorization to put the combetitive system into place would start on enactment. ' 
, II 	 ' " 

o 	 Competitive Bid for LaboratolY Services: The Secretary would be required toestabllsh 
the same kind ofcompetitive I~cquisition system for Medicare clinical diagnostic labdratory 
services as for other selected IPart B items and services. . . i 

· 	 . . d II 'I" d . f I '10 . hi.If h	 oes not resu t mare uctlon 0 percent m t e pnce t e competitive system 	 at east 
II 	 ' I 

of all lab services from the price levels that would occur in CY 1997, then the Secretary 
I ' 	 I 

would reduce Medicare fees for lab services by the difference needed to result in a 10II 
percent price discount from GY 1997 levels, effective 111197. Authorization to put the 

. , . I II Idcompetitive system mto p aC1wou start on enactment. . j' 

o 	 Profile Lab Tests: Effective 111/96, inciude additional chemistry tests that are coIDIrlonly 
. performed on automated labdratory equipment as part ofcurrent automated panel te~, . 
These tests are currently exclhded from panel test pricing and paid as if the test wer~ not 
performed on less expensive ktomated equipment.· i 

o 	 Simplify Inherent ReasonablJbess Authority: Simplify the inherent reasonableness : 
authority to allow it to be implemented in a more flexible fashion, effective 111196. this 
would apply to both nationailiand carrier applications ofinherent reasonableness. This 
proposal would eliminate some ofthe requirements that the Secretary and carriers must 
prove before being able to nrlplement inherent reasonableness. ' 

. 	 I 
o 	 1m lement Ph sician Reb . Controls: Effective 111196, implement, through 

administratative procedures, hysician rebundling controls developed through a contract 
with Administar. These controls specific which services are not separately payable ~hen 
billed on the same day for the

II 
same beneficiary. 

' 

. . . ~ 
Waive Cost-Sharing for Mammography, I 

, '. i ' 	 , 
o 	 Effective 111/97, waive Medicare Part B deductible and coinsurance for screening and 

diagnostic mammography seMces. , 'I 

R ' 	 B fi B fill.. . h Alzh '. . , D'M d ' esplte ene t lor ene clanes Wit elmer s Iseasee lcare 1:' 

il 	 . I 
o 	 Effective with FY 1996, a Medicare respite benefit would be established for beneficiaries 

with Alzheimer's disease or 6iher irreversible dementia. The benefit would cover up to 
five days ofcare in a calendat year. Services could be provjded in the home, or inal 

Medicare-certified.hospital dr nursing facility: ' 
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96-«1 118-02 116-06 

EXTENOERS· 
PART A 

Modi"",o Secondary Payor 

SNF Fr .... ze Exlenelon 

Home Health Fr .... ze Exlen.1on 

2.070 

1.280 

1.650 

6.170 

1.980 

2.520 

'11.720' 

3.200 

4.210 

PART a 
Medlcaro Seoandary Payer 

Part a Premium 

0.900 

4.096 

2.460 

16.365 

6.240 

67.1160 

Part B Interacllane -4.060 -4.210 -4.670 

TolIIIEx!ende.. 8.836 . :28.266 82.360 

PART A f'AOPOSALS 
HaspIIIIIa 

Reduoe Hoepltal PPS Updllle MB-fi1.5'111 cFv 1997~ 10.770 

Exlond PPS Caplllll Reduction from OBAA 1990 6.140 

Reduce PPS-Exempt Updllle (M~I'III" MB-2'III. I~ 1.1110 

Reduoe PPS-Exempl Capital PlIYll"'nlll 1.010 

Moratorium on Lonsr-Tennc.r. Haeplta 0.380 

Expand Cenle .. 01 e-u.no. II 0.1110 
aMEReform . 2.810 
Reduoe Medicare DSH Pll)'llllnlll by 26'111 6.1110 
E1lmlnale Add-On. lor 0111118.. 2.11«1 
PPS Redeflned DttIchargell 1.1130 
E1lmlnllle Overpayment WaMIrI 0.0110 

26.710 

8.330 
2.&30 

1.690 

0.820 

0.230 
6.285 
8.410 
4.380 

1.640 
0.076 

63.140 
14.820 

7.740 

2.610 

1.840 
0.360 

10•• 
14.200 

7.190 

2.780 
0.120 

I. 

Home HoaIIh and 8HF 
Home Health ProapectlYe Payment 3.1540 8.186 18.686 

SNF ProepectiYe Payment II 1.340 2.580 4.720 
eliminate HH PIP 1.0lI0 1.230 '1.460 
Home Health PIIf on lDcaIIon 01 SeIYioe 1.340 2.000 3.170 
Therapy auldelln.. 2.0110 3.110 4.8110 

. Medlcano Secondary ....,.,. (P.-t~ 
Insurer Repor1lng and Court Cue Fix 1.100 1.776 3.006 

P8I1 A Interacllona 

TOTAL PART A 


TOTAL PART A (lnctudlng Extend.,.. 


PART a f'AOPOSALS 
f'hyalciana 

0.000 0.000 0.000 

41.980 7&.960 1111.646 
~.880 89.820 180.876 

Freeze Phyai,:ian Fees In 1996 (nOI primary "",e) 1.030 1.810 2.890 
Elimlnale MVPS Upward Bia 1.~ 6.1110 21.930 
Single Fee For Surgery 0.670 0.910 1.1540 
Eliminate Urban HPSA Sonue 0.190 0.300 0.500 
Reduoe Overhead Paymenlll 0.330 0.6110 0.980 

....pltal Oulpatlent Oopar1l1*llll 

OPo..: Pllfmen! Reform 4.040 8.470 33.255 

HMOe 
Impoee lloore .. oellln9O 0.636 1.206 2.206 

Medicare Secondaty Pllfe, (P.-t 8); 
0.880 1.440 2.680 '"'"'"",,...,...""'1·'

Other ProvIde.. : 

Competitive !!Iddlng lor LIbI I 1.130 1.960 3.520 
Competitive Bidding lor Part B Services 0.720 1.210 2.120 

Prolile lab T..III . ,II . 0.810 1.200 2.220 

Simplify Inheren' Re_alllen~ 0.190 0.200 o.~o 

Implement Phyaiclan RebundUn'g Conllola 0.890 1.110 1.1136 

i Eliminate Overpsymeru WaIver 

Expand Cen'er. 01 Excellence 

Pan a Interacllan. 

TOTAL PART B 

0.0SIi 0.086 0.138 
0.110 0.170 0.280 

-3.410 -7.000 -19.675 

9.430 19.750 66.856 
TOTAL PART B (Including Extende,..) 14.365 38.345 120.075 

II 

TOTAL SAVINGS 61.410 l1li.700 218.400 

TOTALSAVI 81.246. 127.966 300.750 




Medicare Savers -:- Alternative 2 	 . 9/15/95 

Part A 

o 	 Reduce Hospital PPS Update: Reduce the hospital market basket by 1.5 percentag¢ point 
each year between FY 1997 ~d FY 2005 (the FY 1997 reduction is 0.5 percentageipoints 
above current law). I 

o 	 Extend PPS Capital Reduction from OBRA-90: Permanently capture the savings from the 
OBRA-90 payment reducti09 on an ongoing basis by giving the full update to the rates m . 
effect at the end ofOBRA-90 provision (9/30/95). Effective 10/1/95. 

o 	 GME Reform: Medicare ~ policy would be refonned by:· , 

·F . h al II b d h b f' . 'd :,.+ 	 reezmg t e tot num er an t e num er 0 non-pnmary care resl ency POSitiOns 

that would be reimb~sed under Medicare, at a hospital-specific level, effective 
10/1/95 for IME andlj7/1/96 for GME (base period for GME is 7/1/95-6/30/96), 

+ 	 Extending the OBM-93 freeze on updates for non-primary care residents for an 
additional5-years ~ough FY 2000, effective 7/1/96. : 

+ 	 Counting residents b~ond their initial residency periods as 0.5 FTEs for IME (as
II 	 ' 

currently done for GME). effective 10/1/95. I 

+ 	 Counting work in noh-hospital settings for !ME (as long as there is no incr~se in 
the hospital's residen~-to-bed ratio), effective 7/1/96. , 

+ 	 Allowing GME paYIIients to non-hospitals for primary care residents in non~ 
hospital settings, wh~n a hospital is not paying for the resident's salary in that 

II 

setting, effective 7/1196. . 	 ; 
+ 	 Capping hospital-spdcific GME payments at 140 percent ofthe national average 

per resident amount,Ieffective 7/1/96. I 

o 	 Reduce Medicare DSH: Reduce the current Medicare disproportionate share adjustment 
for PPS hospitals by 25 per~bnt effective with FY 1997. The formula for.DSH payments 
would be rc:establishedto talget more precisely those hospitals which serve : 
disproportionate shares ofldw income patients. 

.. 	 II 
o 	 Eliminate Add-Ons For' : Eliminate IME and DSH payments for outlier cas¢s, 

effective with discharges b . g with FY 1996. . 

o 	 , Reduce PPSPayments for Jedefined Discharges: Redefine transfers from PPS to ~on-
PPS facilities as discharges, effective 10/1/95. I 
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o 	 Long-Tenn Care Hospital M~ratorium: Prohibit new long-tenncare hospitals from :being 
excluded from PPS, effective upon enactment (assumed to be 10/1/95). ;.

I 	 .' .! 

o 	 Reduce PPS.,.Exempt Update£Reduce the update for PPS-exempt hospitals by 1.0 
percentage points each year Between FY 1996 and FY 2005.. Starting in FY 1996, rebase 
target amounts for hospitals ind distinct part units excluded from PPS. limit target : 
amounts to 150 percent of~tional average, eliminate bonus payments and shared-ri~k 
payments. i , .• 

o 	 Reduce PPS-Exempt CapitalllPayments: .Pay 85 percent ofcapital costs for hospitals and 
hospital units excluded from PPS for fiscal years 1996 through 2005. 

Il1llnate W .11 'Ii'eve proVi f fliabili' t:'.o 	 EI" Overpayment al'ver: D0 not re 'ders 0 serVIces ' 0 . ty ,or i
. 

refunding an overpayment bebause they are found to be without fault for the overpayment. 
unless the overpayment was discovered subsequent to the third calendar year after the year 
of payment. The waiver pro~sions for any overpayment to the beneficiary would be 
maintained. Effective FY 1996. . 

II' I 
o 	 Centers ofExcellence: Expand centers ofexcellence to all urban areas by contracting with 

in~ividual centers using a flat[lpayment rate for all services (part A and P~ B) asS?cfated 
With cataract or CABG surgery. The Secretary would be granted authonty to deSlSJ:l&te 
other services that lend them~elves to this approach. Beneficiaries would not be req~ed 
to receive services at these cJnters, but would be encouraged to do so a Medicare rebate 

. 	 'I 
to the beneficiary equal to 10 percent ofthe government's savings from the center. , 
Effective 10/1196. . . . 

1 

i 
o 	 Home Health Payment: Reduce limits to 112 percent ofthe median, effective for cost 

reporting periods beginning ~/1196, Effective for cost reporting periods beginning 7(1197. 
reduce limits to 100 percent ~fthe median. Full updates would apply for 7/1196 and 

. II I 

7/1/97. HCFA would expand research on a PPS system for HH.As which would tie ! 
• . II, d fprospectIve payments to an eplSO e 0 care. 	 . 

Effective 7/1/9~. implement Linterim TEFRA-like system oflimits. That is. an 'ag~ncy
specific limitation on annual ~st per beneficiary would be superimposed over the e~sting 
limitations on cost per visit. Payment would be based on the lower of: (a) allowable; costs 
per visit, (b) a per visit limita~ion based on 100 percent ofthe median, or (c) the agency;
specific per beneficiary limidtion. New providers would be subject to a regional or 
national per,:,beneficiary limitAtion. Expenditures for beneficiaries who use services f 

furnished by more than one a!gency would be pro-rated among the agencies. ; 

HCFA would report to conJesS,bY 4/1/99, on a full home healthPPS per episode system 
for implementation in FY 2000. In designing the system, HCFA would consider the! 
following features: 
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+ 	 Rates under the system would be 15 percent less than those that would occur: 
under FY 2000 MediJ~e expenditures for home health ~ervices; • 

+ 	 All s~rvices currently tvered and paid under the Medicare home health bene~t 
and medical supplies fOUld be subject to the per episode payment. In defining an 
episode ofcare, the S~cretary would consider: an appropriate length of time for 
an epi~ode; the us~ o~lse~ces and ~he numb~r of~sit~ provi~ed within an episode; 
potential changes m tlie ffilX ofservices proVided WIthin an episode; and, generally, , 
a system design that ,Jill provide for continued access to quality services. Thb per 
episode payment amo~t will be based on the most current settled cost report data 
available to the Secret~. ., . ',' 

II d' . h 'd' ify , 'd,i+ 	 The Secretary would con uct researc to I ent an appropnate case ffilX a Juster, 
" 	 ,for a national PPS. \\jhen a case mix adjuster is developed that explains a ~' 

significant amount of the variation in cost, the Secretary would have authoritY to 
incorporate the case ciix adjustment methodology.into the PPS. , 

II 	 .," 

+ 	 ,The Secretary would 1i>e authorized to make appropriate adjustments includin~ for 
geographic difference~ in wages and rates would be updated by an appropriate

I' 	 ' I

update factor. The episode payment amount would be adjusted annually by tJIe 
HHA market basket ~dex. The labor portion of the episode amount would qe 
adjusted for geographic differences in labor-related costs based on the most ~ 

current hospital wage iindex. . : 
+ 	 The Secretary would have the authority to designate a payment provision for, 

outliers recognizing t~e need to adjust payments due to unusual variations in :the 
, f ~'alltype or amount 0 meulC y necessary care. 

+ 	 An HHA would be rJponsible for coordinating all care for 'a be~eficiary. If~ 
beneficiary elects to t~ansfer to another HHA within an episode period, the episode 
payment would be pro-rated between the ~. ,: 

o 	 Eliminate IllI PIP Payments: Eliminate PIP payments for Home Health Agencies 
beginning with FY 1996. 

o 	 Home Health Pay on Location of Service: Pay for home health services based on th~ zip 
, code of the location ofwher~ the service is rendered rather than where the service is: 

II 	 ' 

billed, begi~g with FY 1916. " 	 ' , 

o 	 SNF Prospective Payment: Implement a prospective payment system for Part A SNf 
services for cost reporting p~hods beginning on or after October 1, 1996. The systePl 
would be budget neutral witHI respect to FY 1996 Medicare expenditures for SNF 
services. 
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Under the interim system, r01:ltine costs would be paid at a facility-specific prospective 
rate, subject to regionallimit~. Regional cost limits would be based on 9 Census Divisions 
and by urbanlrurall?~~tion. :posts in.a bas~ y~ar ~ould be examined for each facili~ and 
the lessor of the facilitlY's co~t or reglOnallimit will be trended forward to the first . 
effective period ofPPS. Facility-specific rates and regio'nallimits would be updated 'by 
market basket each year. SaFgs would be generated from establishing regional Iinlits 
using data only from freestanding SNFs and eliminating new cost limit exceptions arid new 
provider exemptions. Hospi~al-based SNFs and low volume facilities currently paid 'under 
a special PPS system would~e granted a hold harmless provision for an interim peribd. 

Capital and ancillary costs wlUld be paid at cost, as in the current system. New pro~ders
would be paid at the regional 

II 

limits. 	 . I 

o 	 Salary Equivalency GuidelinL: Effective January I, 1996, through a legislative pro~sal,
establish salary equivalency guidelines for Medicare payment of speech-language. 
pathology and occupational therapy services and revise existing salary equivalency 
guidelines for physical thera~y and respiratory therapy. These guidelines would determine 
the maximum Medicare pa~ent for these services. I 

'0 	 MSP InsUfor Reporting: Juire all third party payers, including insurers, TPAs, olber 
plan fiduciaries and employe~s who have self-administered group health plans to gather 
information as may be presc~bed by the Secretary for the purpose of identifying MSP 
situations, determinep~ or secondary payment status to Medicare in accordance with 
the information gathered and rules promulgated by the Secretary, and'report the results of 

II 	 I 

those determinations to the Secretary in the manner and form prescribed by the Sec~etary. 
The Secretary could imposel'a civil money penalty up to $1,000 per instance where the 
third party payer failed to report timely and accurate information with regard to any: 
Medicare beneficiary. Effective January 1, 1996. 	 : 

o 	 MSP Court Case Fix: MediLe MSP policy would be reformed and clarifi~, elI'ecfive 
·111196, by four proposals thlt improve the Secretary's ability to recover mistaken pt:imary 
payments, and mitigate the lllnpact of the decision of the Circuit Court. I 

+ 	 Clarify that Medicar! may recover mistaken primary payments from a third ~arty
II 

payer without regarq to procedural contract limitations, such as claims filing 
limitations, imposed IbY the third party payer. 	 : 

+ 	 Clarify that entities from which Medicare may recover include insurers, TPAs that 
make payments on ~bhalfofinsurance plans, and other plan fiduciaries. These 
. entities may seek to ~fecover the repayment to Medicare from the plan, employer or 
other party, as may De appropriate. 
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+ 	 Specify that ifa third party payer did not make a primary :Rayment in full when 
required to do so, theilthird party payer or other entity from which Medicare fnay 
recover must repay Medicare the lesser ofthe amount Medicare paid or the third 
party payer's fun p~ payment obligation if the plan can prove that it did not 

II 	 .
know and could not have reasonably been expected to have known that it was the 
proper primary payer ifor services provided to the Medicare beneficiary. ! 

Require the third pJ payer or other entity to advise Medicare oflbe folloV(ing, if 
it made ~ full primaryll~ayment: the p~ (ifany) that had ~ubrilitted the cla.itp, the 
party patd, the date Pfd, the amount p8Jd, .and an explanatIon ofhow the pa~ent 
amount was detennined. .' . . I 

'1 	 . : 

Require entities that ~~ceive duplicate Medicare and third party payer primary
II 

payments to repay to Medicare the full Medicare payment received, pll:lS interest. 
Unless the sum due t6 Medicare was repaid within 60 days ofthe receipt of$e 
later duplicate payme+t f!om either Medicare or the third party payer, in~eres~ 

. would accrue from the date ofthe Medicare payment. . 	 I 

+ 	 Ifan employer or otht plan sponsor took into account the Medicare entitlement of 
the individual and didlnot provide coverage to the beneficiary, the employer 9r 
other plan sponsor must repay Medicare twice the.amount that Medicare paid for 
all services provided ~p the Medicare beneficiary during the period that group 
health plan coverage was not afforded. 

. . II 

Further, ifan entity bUled both Medicare and the third party payer, or knew that 
both had been billed, the entity would be required to repay double the amourit that 

. Medicare paid, plus applicable interest on this amount. 	 ' 

PartB 

o 	 '1996 Physician Update: Freeze the 1996 physician update except for primary care 
services. ! 

o 	 MVPS Upward Bias: Beginqing with the FY 1996 MVPS, eliminate the inconsistencY in 
the way performance adjustrrlents to the update are passed through to the MVPS fot: the 
relevant fiscal year..Both up~ard and downward adjustments would pass~through to the 
current year's MVPS the full bount of the performance adjustment. Eliminate the . 
current 5 percentage point.f1dor.on maximum reductions in updates due to physician:s' 
performance relative to the pHor MVPS. . , 

http:point.f1dor.on
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o 	 Single Fee for Surgery: Effe~ve 111196, make the same payment to primary surgeohs 
who do and do not use assistJnts-at-surgery in those cases when Medicare makes a I 

separate payment (i.e., in casJs where a physician, physician assistant; nurse practitioher or 
clinical nurse specialist is used). The Medicare payment for the primary surgeon wo~d be 
reduced by the amou~t ofthelipayment for the assistant-at-surgery used by the surgeqn. 
Exceptions would be created for specific procedures or situations specified by the ;.
Secretary where separate payPlents would be made. , 

' 

i 	 .' ! 
o 	 Reduce Overhead Payments: IImplement another increment in the OBRA-93 reduction of 

practice expense relative value units. In 1997, practice expenses relative value units, 
would be reduced for the sanib set ofservices reduced by OBRA-1993. The amount: of 
the reduction in 1997 would Be by the amount ofthe 1994, 1995 and 1996 reductioris and

II, 	 . 

the floor on reductions would be reduced from 128 percent to lIS, percent. I 

o 	 No Urban HPSA Specialty Blnus: .Eliminate c~~nt 10 percent payment bonus for ~on~ 
primary care services furnish~d in urban Health Professional Shortage Areas (HPSAS), 
effective 111/96. I' , : 

o 	 OPD Payment Reform: Effective with FY 1997, (a) eIirninate formula driven, ' 
overpayments (FDO) from c~culation ofblended payment amounts for radiology, 
diagnostic tests and ambulatd~ surgery services furnished in hospital outpatient i 
departments; (b) implement ~I prospective payment system for certain services, and (c) set 
beneficiary coinsurance at spbcified percentages of the prospective rate. ; 

1/' . ! 
I ' 

o 	 Establish Part B Floors and Geilings: Beginning in 1996, establish national floors an~ 
ceilings on the Part B portioq of the AAPCC rates. The ceiling would be phased-in rver 
five years (e.g., 20 percent in1lthe first year, 40 percent in the second year, etc.) and be 
based on 95 percent ofthe UI~PCC. Counties whose Part B AAPCC is above 150 p~rcent 
of95 percent ofthe Part B I1SPCC would be limited to that amount. The floor would not 
be phased-in. Counties whoJe Part B AAPCC is below 80 percent of95 percent orthe 
Part B USPCC would be incfeased to that amount. I 

'I" ' , , 	 : 
o 	 .Competitive Bid for Selected Part B Items and Services: The Secretary would be required 

to contract competitively forI/Medicare services and supplies in a geographic area. i ' 
Contracts would be established with entities or individuals that meet quality standards and 
are able to furnish a sufficien~ amount ofthe item or service. The initial items for , 
competitive procurement ar~~ oxygen and oxygen equipment; enteral and parenteral! . 
nutrients, supplies and equipfuent; and MRIs and CT scans. The Secretary would be 
authorized to add other item~ in the future as appropriate. . : 

I 	 I 

I 
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I " 	 ·1 

Ifthe competitive system doe~ not result in a reduction ofat least 10 percent in the pnce ' 
of these selected services from the price levels that would occur in CY 1997, then the 
Secretary would reduce Medibare fees for these selected services by the difference n~eded 
to result in a 10 percent pricel:discount from CY 1997 levels. effective 111/97. 
Authorization to put the competitive system into place would start on enactment. 

o 	 Competitive Bid for Laboratdl Services: The Secretary would be required to establish ' 
the same kind ofcompetitive acquisition system for Medicare clinical diagnostic laboratory

I 	 ' 

services as for other selected Part B items and services. 
, II 

If,h . , 'd I I . d" f I 10 . h i,t e competitive system oes not resu t In a re uctlon 0 at east percent In t e pnce 
of all lab services from the prib levels that would occur in CY 1997. then the Secret~ 

~ 	 , , 

would reduce Medicare fees for lab services by the difference needed to result in a 10 
" II . 	 : 

percent price discount from C;jY 1997 levels, effective 111/97. Authorization to put the 
competitive system into place II would start on enactment.. 	 • 

o 	 Profile Lab Tests: Effective 1!Y1/96. include additional chemistry tests that are commonly
'I' 	 Iperformed on automated laboratory equipment as part ofcurrent automated panel te~t. 

These tests are currently excIJded from panel test pricing and paid as ifthe test were ,not 
performed on less expensive aLtomated equipment. i 

o Simplify Inherent ReasonablJess Authority: Simplify the inherent reasonableness' I 

authority to allow it to be implemented in a more flexible fashion, effective 111196. Tlus 
would apply to both national !nd carrier applications ofinherent reasonableness. Thik , 
proposal would eliminate sorrib of the requirements that the Secretary and carriers mJst 
prove before being able to im~lement inherent reasonableness. I 

, II ' 	 i 
o 	 ImplementPhysician Rebundling Controls: Effective 1/1196, implement. through i. 

administratative procedures. Rhysician rebundling controls developed through a cOnt~act 
with Administar. These contrbls specific which services are not separately payable, wren 
billed on the same day forthe1same beneficiary. . ' 

. II' 

Waive Cost-Sharing for Mammography 

o 	 'Effective 1/1197. waive MediJare Part B deductibl~ and coinsurance for screening an~ 
diagnostic mammography serJices. 
,II 	 ' 

Medicare Respite Benefit for Beneficiaries with Alzheimer's Disease . 

o 	 Effe~tive with FY 1996. a MJ~icare respite benefit would be established forbeneficiarles 
with Alzheimer's disease or o~her irreversible dementia. The benefit would cover up to 
five days ofcare in a calendar Il year. Services could be provided in the home. or in a ' 
Medicare-certified hospital or nursing facility.. 
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Potential AdjustmentS to Part A Savers -- Option 1 

• Prelirr;linaty. 

I 
,Potential,AdjustmentsPart B Savers I 
Implement MD Bundling Controls $(1).690

I 

More OPD Coinsurance Buydown -p.690 
Total $0.000, ' 

' 

FY 1996
FY 2002 


-$11.740 ' 
2.860 

-8.420 
8.885 

0.000 
2.305 
0.000 
1.080 
1.730 
3.110 


-$0.190 


$1.110 

-1.110 

$0.000 


~FY 1996~ 
FY2005 

-$23.220 
5.360 

-16.360 
18.585 

6.110 
5.045' 
1.400 
1.890 
1.730 
4.850 

$5.390 

$1.935 
-1.935 
$0.000 

, 

Draft --Confidential 
I 

I 
, I 

, 
! 

, " 

Drop AAPCC Proposal ' 
Interaction (delta) 

Drop HH PPS FY99 2()ofc, cut 
·Revised HH PPS 

Add PPS: MB-l (03-05) 

Reprice PPS-Exempt (delta) 

Add PPS-Exempt MB-l (03-05) 

Reprice SNF PPS (delta) , 

IME Effective 7/l/98 (delta) 

Add Therapy Guidelines, 

Total 


'! 
FY 1996

II 

FY 2000 
-$6~260 

11.540 
, I 

~3.840 
I 

[3.540 

IrOOO 

IP·995 

IP·OOO 
, Ii0610 .. 

1:1.650 
2.050 
II 

$0.285 



" 


Potential Adjustments to Part A Savers -- Option 2 • . I 

Drop AAPCC Proposal 
Drop IME (i.e., no cut) 

Interaction (delta) 

Drop HH PPS FY99 20% cut . 

*·Revised HH PPS 


Add PPS: MB-l (03-05) 

PPS (-1 to -1.5,97-05) 

Reprice PPS-Exempt (delta) 

Add PPS-Exempt MB-l (03-05) . 

Reprice SNF PPS (delta) 

Add Therapy Guidelines 

Total 


• Relative to Current package 
*. Preliminary. 

Potential Adjustments Part B Savers 
Implement MD Bundling Controls 

• 
More OPD COinsurance Buydown 
Total 

~Y 1996
FlY 2000 
-$~.260 

J1.950 
11.730 

~3.840 

>3.540 
!I 

p.OOO 
3.700 
II
0.995 
II 

p.OOO 
0.610 
II 
2.050 
I 

$0.575 

$0.690 
II 

-p.690 
$0.000 

FY 1996
FY 2002 

-$i 1.740 
-7.070 
3.440 

-8.420 
8.885 

0.000 
8.700 
2.305 
0;000 
1.080 
3.110 


$0.290 


$1.110 
-1.110 
$0.000 

FY 1996
FY2005 

-$23.220 
-17.030 

7.030 

-16.360 
18.585 

6.110 
21.150 

5.045 
1.400 
1.890 
4.850 

$9.450 

$1.935 
-1.935 
$0.000 



9/~9/95 
, 
, 

Republican Medicare Proposals -- €hanges· .,' 	 : 
. .' II . . .." 	 : 

o 	 Add remove lME, GME and 9SH from the AAPCC, effective with FY 1997, and subject 
to a cap equal to 7S percent ofIthe net savings (net ofinteraction), make payments to : 
teaching and DSH hospitals ana HMOs... . . 

.. II .' 

o 	 Reduce DSH reduction from 25 percent to 10 percent, effective with FY 1997. 
II 	 . . 

o 	 Increase reduction in hospital Jarket basket by O.IS percentage.points per year from 
FY 1997 to FY 200S. 

.; 

; 

I 
~Y 1996 FY 1996 FY 1996
EY 2000 FY 2002. FY 200S 

AAPCC Remove lME, DSH, GME'an~ 
.1 • 

7S% give-back (net budget savings) $1.183 
I 

$2.223 $4.468 
1 
; 

.. 
DSH @10% (vs. 2S%) (Delta) 
Market basket (delta 0.15%/yr) 

I 
-IL096 

II 

LIlO 
-S.046 
2.610 

-8.S20 
6.43S 

'11 . 

Net Change -$0.803 -$0.213 $2.383 

I 
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MEDICARE PROPSALS & GROWTH RATES 
(Dollars In billions, fiscal years) lI~ 

1995 19M" 1991 1998 1&9& 2.000 2001 2002 2003 2004 2005 II 96.00 96-02 

CBO MEDICARE BASEUNE 
Gross Spending (Including Premiums) 
Aggregate Growth 
PerQJplta Growth 

Nel Spending (Exclud1ng Premiums) 
Aggregate Growth 
Per Capita Growth 

178.1 	 199.0 219.4 240.1 263.4 288.1 315.2 345.3 378.9 416.4 458.3 
11.7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% .. 9.9% 9.7% 	 9.6%10.1% II 

8.2% 	 8.2% 

15B.O 	 178.7 197.5 215.9 237.4 260.B. 286.5 315.2 347.3 383.2 423.9 
13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 10.2% 10.3% 9.9% 	 9.9%10.6% II 

6.4% 	 8.5% 

Admlnl,traUonMedlcare Proposal (CBO Baseline: Pen:ent Reduction from.Admlnistratton Baseline) 
Gross Spending (Including Premiums) 178.1 
"AfNregate'Growth 
Per CapIta Growth 

.Net Spending (Excluding Premiums) 158.0 
Aggregate Growth 
Per Capita Growth 

Saving~ 

Budget Resolution Medicare Proposal (CBO Baseline, 
Gross Spending (Including Premiums) 
Aggwgate Growth. 
Per Capita 'Growth' 

178.1 

Nel Spending (Excluding Premiums) 
Aggregate Growth 
Per Capita Growth 

158.0 

Savings 

195.7 213.7 230.6 247.3 264.6 283.8 304.9 331.4 358.6 387.2 
9,9%~9.2% 1.9.:% ",7.2% 7.0.%. 7.3% 7.4% . 8.7% 8.3% . 7.9% II 7.8%' 	 7.7%." , =6~4%=6;3% 

175.4 191.8 206.4 221.3 237.3 255.1 274.8 299.6 325.6 352.8 
11.0% 9.4% 7.6% 7.2% 7.2% 7.5% 7.7% 9.1% 8.6% 8.4% 7.9% 7.8% 

6.4% 6.4% 

.-58 	 -130-3 	 -6 ·9 ·16 -23 ·31 --40 -48 -58 ·71 

191 202 214 226 239 255 274 291 309 328 
7.2% 5:8% 5.9% 5.6% 5.6% 6.7% 6.2% 6.2% 6.2% 6.2%7.5% 	 11 5.8% 

4.4% 	 4.9% 

1.70.7 179.8 189.3 200.2 211.6 226.5 243.B 259.4 275.8 21:13.6 
8.0% 5.3% 5.3% 5.8% 5.7% 7.0% .7.6% 6.2% 6.2% 6.2% 5.5% 6.1% 

4.1% 4.6%II 
·8 -17.7 -26.6 -37.2 -49.2 . -60 -71.4 -83 ·107 -130 II ·139 -270 

CBO PRIVATE GROWTH RATES 
Aggregate Growth 6.6% Hj% 7.8% 7.5% 7.5% 7.3%· 7.1% 6.9% 6.6% 6.4% 7.6% . 7.4% 

,_ ,Per Caplta.Gf!JwUJ. 6.2% 7.1% 7.4% 7.2% 7.2% 7.1% 6_6% 6.6% 6.5% 6.2% 7.2% 7.1% 

The AdmlnlslrBtion savings were COI1¥erted to \he ceo baseline by (e) colMlfting tile :savings from tile AdminisiralDl baseline 11110 II pe~nl reduc;lion from bueliJIe speoolllg; &lid 
(b) ml.lllipl~DIIlhal percenl reduclioo by the COO baseline spending. 

Medics. spending 6XCiudes discreli:lll3f1' $pendlng. Admlnls1nlllan el>1imllles 0/ unduplfca1ild buneficlarias were u$8d for \he pef capilllllfowth ralss. 

These esllmales DO NOT Indude any edjustmet1llor!he Repvl:licall~' pro,posed adjustment to Ihe CPl. Asa resultll. nel spendiog 1$ IIIlahlly lowerlhan il would be alter \he adjustment 
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MEDICARE PROPSALS & GROWTH RATES 
(Dollars In billions, fiscal years) 

1995 1996 1997 19&8 1999 2000 20()1 2002 2003 2004 2005 II 96·00 96-02 

CBO MEDICARE BASELINE 
Gross Spending (Including Premiums) 178.1 199.0 219.4 240.1 26S~4 288.1 315.2 345.3 378.9 416.4 458.3 
Aggregatfl Growth 11.7% 10.3% 9.4% 9.7% 9.4% 9.4% 9.5% 9.7% 9.9% 9.7% 9.6%10.1% II 
Per Capita GroWth 6.2% 8.2% 

Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 2{)O.3 286.5 315.2 347.3 383.2 423.9 

Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 10.2% 10.3% 9.9% 9.9%
10.6% II 
Per Capita Growth 8.4% 8.5% 

AdmlnlslraUon Medicare Proposal (CBO BaseUne: AdministraUon savings estimates) 
Gross Spending (Including Premiums) ,178.1 195.7 213.9 230.9 247.9 265.6 285.3 ' 307.0 334.1 362.5 392.4 
Aggregat" Growth 9.9% 9.3% 8.0% 7.3% 7.1% 7.4% 7.6% 8.8% 8.5% 8.2% 11,7.9% 7.6% 
Per Capita Growth 6.5% 6.4% 

NetSpending (Excluding Premiums) 158.0 175.4 192.0 2OS.7 221.9 238.3 256.6 276.9 S02.5 329.3 

Aggregate Growth 11;0% 9.4% 7.7% 7.3% 7.4% 7.7% 7.9% 9.2% 8.9% ~:~=I~I 6.0% 7.9% 

Per Capita Growth 6.5% 6.5% 


Savings -3 -6' -9 :'16 ' ·23 -30 ·38 -45 ·54 -66 II -58 ·124 

Budget ResoluUon, Medicare Proposal (CBO Baseline) 
Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274 291 309 326 
Aggregate GroMb • 7.2% 5.&% 5.9% ' 5.6% 5.6% 6.7% 7.5% 6.2% 6.2% 5.6% 6.2"k6.2% II
Per Capita Growth ' 4.4% 4.9% 

Nel Spending (Excluding Premiums) 158.0 170.7 179.B 189.3 200.2 211.6 226.5 243.8 259.4 275.6 293.8 
Aggregate Growth 8.0% 5.3% 5.3% 5.8% 5.7% 7.0% .7.6% ·6.2% 6.2% 6.2% 5.5% 6.1% 
Per Capita Growth 4.1% 4.8%II 
Savings ..a -17.7 ·26.6 -37.2 -49.2 -60 -71.4 ·88 .107 -130 II -139 ·270 

CBO PRIVATE GROWTH RATES 
Aggregate Growth 6.6% 7.5% 7.6% 7.5% 7.5% 7.3% 7.1% 6.9% 6.6% 7.6% 7,4%6,4%11
Per Capita Growth 6.2% 1..1% 7.4% 7.2% 7.2% 7.1% 6.8% 6.6% 6.5% 6.2% 7.2% 7.1°k 

_The Admlill$lralion nvln9$ were oonverted 10 the ella bisellne by IUblra<:ting the saYings based on !he Admin. basefille spElllcflllO rrom the ceo baWiill8 spending. 
-Mediairiipe:ridii1g eidude~-diScreUDnary spending; 'Adnlinlslralloll'eslimate$Of unduplica1ed belleficiamwere uSf:d for !hlt'percapila groMh rates. -. -"" ., - ,. 

ThaM ",&nates 00 NOT lndude an,- adjuslmEllltfl:Jr thll Rllpllblrl:au' PfOIlOSed adjus.lment to Ihe CPI. As a illS., nei spen~ng Is srlQhlI,- lowerlhaQ It would be lifter the edJur.lmenl 
07·Aug-9S 
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0 
0 MEDICARE PROPSALS & GROWTH RATES 
I§I . (Dollars in billions, fiscal years) 

1995 1996 1997 ' 199a 1&'il9 ~OGO 2001 2002 2003 2004 2005 96-00 96-02 

CBO MEDICARE BASEUNE 
Gross Spending (Including Premiums) 178.1 199.0 219.4 24Q.1 263.4 288.1 315.2 345.3 378.9 416.4 458.3 
Aggregate Growth 11.7% 1.0.3% 9.4% 9.7% 9.4% 9.4% 9J;% 9.7% 9.9% 9.7% 9.6%10.1% II 
Per capita Growth 6.2% 8:2% 

Nel Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2 347.3 383.2 423.9 
Aggregate Growth 13.1% 10.5% 9.3% 10.0% 9.9% 9.9% 10.0% 10.2% 10.3% 9.9°k10.6% '11 9.~" 
Per Capita Growth 8.4% 6.5% 

AdmlnlstraOon Medlc.areProposOlI (CBO Baseline: Percent RedUction from Administration Baseline) 
Gross Spending (Including Premiums) 178.1 195.7 213.7 230.6 247.3 264.6 283.8 304.9 331.4 358.6 387.2 

Growth 9.9% 9.2% 7.9% 7.0% 7.3% 7.4% 6.7% 6.3% 7.9% 7.6% 7.7% 

Net Spending (Excluding Premiums) 158.0 175.4 191.8 206.4 221.3 237.3 255.1 274.8 299.8 325.6 352.8 
Aggregate Growth 1Ul% 9.4% 7.6% 7.2% 7.2% 7.51lk 7.7% 9.1% B.6% 6.4% 7.9% 7.8% 
Per Capita Growth 6.4% 6.4%II 
Savings -3 -6 -9 ·16 -23 -31 -40 -48 -58 -71 II -58 -130 

00 
,...j 
11) 
U) 

0 
<» 
U) 

IN! 
0 
IN!., 

Budget Resolution Medicare Proposal (CBO Basetine) 
Gross Spending (Including Premiums) 176.1 
Aggregate Growth 
Per Capitll Growth 

Net Spending (Excluding Premiums) 156.0 . 
Aggregate Growth 
Per Capita Growth 

Savings 

191 
7.2% 

170.7 
tlO% 

·8 

202 
5:8% 

179.8 
5.3% 

-17.7 

214 
5.9% 

169.3 
5.3% 

-26.6 

226 
5.60/0 

200.2 
5.8% 

-37.2 

239 
5.6% 

211.6 
5.7% 

-49.2 

255 
6.7% 

226.5 
7.0% 

-60 

274 
7.5% 

243.B 
7.6% 

-71.4 

291 
6.2% 

259.4 
6.2% 

-8a 

309 
6.2% 

275.B 
6.2% 

·107 

328 
6.2% 

293.8 
6.2% 

-13Q 

11 

II 
II 

5.8% 
4.4% 

5.5% 
4.1% 

-119 

6.2%, 
4.9% 

6.1% 
4.8% 

-170 

,...j.,.. .. 
<» 
,...j 

caO PRIVATE GROWTH RA YES 
Aggreg8f.e Growth· 
Per Capita Growth 

6.6% 
6.2% 

7.5% 
'7.1% 

7.8% 
7.4% 

7.5% 
7.2% 

7.5% 
7.2% 

7.3% 
7.1% 

7.1% 
6.6% 

8.9% 
6.6% 

6.6% 
6.5% 

6.4%11 
6.2% 

7.6% 
7.2% 

'7.4% 
7.1% 

11) 

<» 
"
I
0 
"
00 
0 

---- -. 

TIw Administration saYings were coo\!erteci !o the cao baslilina by (a) colWllrting the :!avings flom \be Administration baseline inlo II peroenl reduction from baseline s.peoolJlg; ilIId 

(b) m'Ulliplyilllllhal pen:enl reduclfon by \be COO baseline spending. 

Medicare s;perKling excludes dlscAlliooary ;pendlng. Administration lislimates of ul1duplicared beneficiaries were used rOllhe ~ capita growth rates. 

These e!l.limates 00 NOT indude any adjus.lmenll'ollhll RepvNicans' proposed adjustmenllO Ihe CPl. As Ii results. nel spendirog is slighllV lower than it would be after \he adjustmel\t. 
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-MEDICARE PROPSALS & GROWTH RATES 
"
CNI (Dollars in billions, fiscal years) 
0 
0 

I'§l 1995 199& 1997 1998 1999 200Q 20Q1 2002 2003 2004 2005 
11 

96·()Q 96-02 

CBO MEDICARE BASELINE: 
Gross Spenaing (Including Premiums) 178.1 199.0 219.4 240.1 263.4 288.1 315.2 345.3 378.9 416.4 458.3 
Aggregate Growth 11.7% 10.3% 9.4% 9.7% 9.4% 9.4% -9.5% ·9.7% 9.9% 10.1% :11 9.7% 9.6% 
PeT Capita Growth 6.2% 8.2% 

Net Spending (Excluding Premiums) 158.0 178.7 197.5 215.9 237.4 260.8 286.5 315.2 347.3 383.2 423.9 0 

Aggregate Growth 
Per Capita Growth 

13.1% 10.5% 9.3% 10.0% 9.9% 9.9~/., 10.0% 10.2% 10.3% 10.6%11 9.9% 
8.4% 

9.9% 
8.5% 

AdminislraUon Medicare Proposal (CBO Baseline: AdministraUon savings estimates) 
Gross Spending (Including Premiums) 178.1 195.7 213.9 230.9 247.9 265.6 285.3 307.0 334.1 362.5 392.4 
Aggregate Growth 9.9% 9.3% .8.0% 7.3% 7.1% 7.4% 7.6% 8.8% 6.5% 7.9% 7.6%6.2%11 
Per Capita Growth 6.5% 6.4%-

Nel Spending (Excluding Premiums) 158.0 175.4 192.0 206:7 2'21.9 t38:3~256~6' 276:9~302~5~329:3~358:0~1~ 

Aggregate Growth 11~0% 9.4% 7.7% 7.3% 7.4% 7.7% 7.9% 9.2% 6.9% 8.7% I 6.0% 7.9% 

Per Capita Growth 6.5% 6.5% 


Savings -3 -6 -9 -16 -23 -30 -38 -45 -54 -66 II -56 ·124 

Budget Resolution Medicare Proposal (CBO Baseline) 
Gross Spending (Including Premiums) 178.1 191 202 214 226 239 255 274 291 . 309 328 
Aggregate Growth 7.2% 5.8% ·5.9% 5.6% 5.8% 6.7% 7.5% 6.2% 6.2% 6.2% 5.6% 6.2% 
Per Capita Growth 4.4% 4.9%II 

co 
.-f Nel Spending (Excluding Premiums) 158.0 170.7 179.8 189.3 200.2 211.6 226.5 243.8 259.4 275.8 293.8 
It') 

IICD Aggregate Growth 8.0% 5.3% ,5.3% 5.8% 5.7% 7.0% 7.6% 6.2% 6.2% 6.2% 5.5% 6.1% 
0 Per capita Growth 4.1% 4.8% 
0) 

CD 

CNI Savings -8 -17.7 -26.6 -37.2 -49.2 -60 -71.4 -88 -107 -130 II -139 ·270 
0 
CNI 

~ CBO PRIVATE GROWTH RATES 
Aggregate Growth 6.6% 7.5% 7.8% 7.5"k 7.5% 7.3% 7.1% 6.9% 6.6% 7.6% 7.4%6.4%11 

.-f Per Capita Growth 6.2% 7.1% 7.4% 7.2% 7.2% 7.1% 6.8% 6.6% 6.5% 6.2% 7.2% 7.1% 

..,.,. .. 
'0) 

.-f 
.The Administration saVings wele converted 10 the CliO baseline by sUblladirtgtha savings based on the Admin. baseline spefld"QIO fl1lm ihe CBO bas.elille spending. 

-.. ----  --. Medicare'spending excludes di!ICrBoonary spending. Administration estimates o1·unduplicated·beneficia.ries were·used for·the percapila growth rates. ___ . ._. 
It') 
0) These esmnales 00 NOT iridude any adiuslllleflt lor the Republica~' proposed adjustment to Ihe CPl. As a resutts. net spending Is &/"lghlJy lower than it would be after the adjustment 

"
t  07·AlJ9'95 . 
o 
"co 
0 
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·. I 	 June 28, 1996 

T H~alth Division ti 
Office of Management and Budget 

Executife Office of the President 


W~shington, DC 20503 


Please route to: 
Nancy-Ann Min 

Decision needed 'i1II 

Please sign 
Through: Barry Clendenin \)f- Per your request 

Please comment . Mark MillerJF'~<!' . For your information 

With informational copies for: 
HD Chron, HFB Chron Subject: CJ.mi.s.llennings request re: Medicare 

.1 

andMedicaid spending, savings, and 

gr0wili rates I . 


fJ-.A\J . ~~ 

From': Bobk)onnelly and Bonnie Washmgton 	 Phone: 202/395-4930 

Fax: 202/395-7840 ' 

I 
E-mail: donneIlYJ@al.eop.gov I 

I 	 Room: #7002 

1/ 	 : 

The attached tables 'fespond to a new r~quest from Chris Jennings. These tables show Medicare 
spending, savings, ,s,fld"growth rates fo~ICBO's April baseline, the President's FY 1997 Budge~, and 
the Conference Agreement (as the Maj0rity is likely to present the per-capita numbers). In ad~ition, 
we have included spending, savings, an& growth rates for the Conference Agreement as determined 
using the methodology in Option 2 in ~~sterday's growth rate memo (i.e. assuming a distribution of 
GME Trust Fund spending in the Conf~rence Agreement that is the same as in the Senate version of 
the Budget Resoluti0n} because we ha~e not yet received guidance on how to estimate these . 
numbers. 

: 
We have also attached:a table showingiMedicaid spending, savings, and growth rates for CBQ's 
baseline, the Presidenfsplan, and the Medicaid Restructuring Act of 1996. 

If these tables are ~ptable, please fo~ard the attached copy to Chris Jennings. 
il . 

'F'~~ ~ 
Attachment t~ ~~t1o\ .. 

I 

11:08 am June 28, 1-996.G:\MEDICARE\97BUDGET\REQUEST.CJ 
! 

http:1-996.G:\MEDICARE\97BUDGET\REQUEST.CJ
mailto:donneIlYJ@al.eop.gov


Medicare: Comparison of POTUS and Congressional Offers From CBO April Baseline Average Average 
(Outlays by fiscal year. in billions of dollars) Annual Annual 

Total Growth Growth 
1995 1996 1997 1998 1999 2000 2001 200211997 -2002 1995-2002 1996-2002 

CSO April Baseline 

Medicare, Net Mandatory Outlays 
, , II, 

CBO April Baseline 156.9 176.1 194.9 213.8 233.4 254.4 277.0 301.21 1,474.7 9.8% 9.4% 
GhJwth 12.2% 1b.7% 9.7°ici 9.2% 9.0% 8.9% 8.7% 

CBO April Baseline Per-bene $ 4,252 $ 4,696 $ 5,115 $ 5,539 $ 5,969 $ 6,441 $ 6,925 $ 7,419 8.3% 7.9% 
Growth 10.4% 8.9% 8.3% 7.8% 7.9% 7.5% 7.1% 


POTUS Savings 0.50 (6.20) (9.00) (15.90) (22.40) (28.90) (34.20) 
 (116.6) 


POTUS Proposed 156.9 176.6 188.7 204.8 217.5 232.0 248.1 267.0 
 1,358.1 7.9% 7.1% 
Growth 12.6% 6.9% 8.5% 6.2% 6.7% 6.9% 7.6% 
------- .-."_._-_., 


POTUS Per-bene $ 4,252 $ 4,709 $ 4,953 $. 5,306 $ 5,563 $ 5,873 '$. 6,203 $ 6,576 
 6.4% 5.7% 
Growth 10.8% 5.2% 7.1% 4.8% 5.6% 5.6% 6.0% 


GOP Claimed Conference Savings 11 (6.8) (11.0) (20.5) (28.4) (38.4) (52.8) 
 (158.0) 


GOP'Cla!itledConference Baseiine 156.9 176.1 188.1 202.8 212.9 226.0 238.6 248.4 
 1,316.7 6.8% 5.9%r 

Growth 12.2% 


GOP C/,aimed Conference Per-bene 2J $ '4,252 $ 4,706 $ 4,938 $ 5,254 $ 5,446 $ 5,720 $ 5,964 $ 6,200 
 5.5% 4.7% 
, Gi'owth 10.5% 5.1% 6.4% 3.7% 5.0% 4.3% 4.0% 

Conference (Option 2) Savings ,- (52.8) (168.0) 


Conference (Option 2) Proposed 156.9 176.1 248.4 
 1,306.7 6.8% 5.9% 
Growth 

Conference (Option 2) Per-bene $ 4,252 $ 4,696 $ 6,117 5.3% 4.5% 
Growth 

11 Conference Agreement savings are derived by subtracting baseline amounts from the mandatory spending shown on page 11 of the Conference 

Report. Savings amounts may not match totals shown in the Conference Report, probably due to rounding, 

21 Because the Majority does not discuss net spending, we have not seen these estimates yet. but we expect that they would "round" the per-capita 

numbers in this way to make the growth rate look better (even th?ugh rounding $6,117 to $6,200 is clearly wrong), 

t , I 
6/27/96 3:32 PM Page 1 NEWSPEND.xLS Conference Options 
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Medicare: Comparison of potus and Cbngressional Offers From CBO April Baseline 
• •(Outlays by fiscal year. in billions of dOllars) 

Average 
Annual 

Average' 
Annual 

Total Growth Growth 
1995 1996 1997 1998 1999 2000 2001 200211997-20021995.20021996.2002 

eBO April Baseline 

Medicare, G ross Mandatory Outlays 
CBO April Baseline 177.1 196.1 215.5 236.4 257.4 279.5 303.2 328.51 1,620.5 9.2% 9.0% 

Growth 10.7% 9.9% 9.7% 8.9% 8.6% 8.5% 8.3% 

CBO April Baseline Per-bene $ 4.799 $5,229 $ 5,656 $ 6,124 $ 6,583 $ 7,076 $ 7,580 $ 8,091 I 7.7% 7.5% 
Growth . 9.0% 8.2% 8.3% 7.5% 7.5% 7.1% 6.7% 

POTUS Savings 0.50 (6.30) (9.40) (16.00) (21.60) (27.00) (30.80), (111.1) 

POTUS Proposed 177.1 196.6 209.2 227.0 241.4 257.9 276.2 297.7 I· 1,509.4 '7.7% 7.2% 
Growth 11.0% 6.4% 8.5% 6.3% 6.8%· 7.1% 7.8% 

POTUS Per-bene 4,799.5 5,242.7 ,5.490.8 5,880.8 6,173.9 " 6,529.1 6,905.0 7,332.5 I 6.2% 5.8% 
Growth 9.2% 4.7% 7.1% 5.0% 5.8% 5.8% 6.2% 

GOP Claimed Conference Savings 11 (6.4) (141.5)(46.4)1 
GOP Claimed Conference Baseline 177.1 196.1 209.1 282.1 1,479.0 6.9% 6.2% 

Growth 10.7% 6.6% 

GOP bialhled Conference Per-bene 21 4,799.5 5,200.0 5,488.2 7,000.0 I 5.5% 5.1% 
Growth 8.3% 5.5% 

Conference (Option 2) Savings (46.4)1" (151.5) 

Conference (Option 2) Proposed 
Growth 

177.1 196.1 
19·7% 

282.1 1,469.0 6.9% 6.2% 

Conference (Option 2) Per-bene 
Growth 

$ 4,799 $ 5,229 
9.0% 

$ 6.9481 5.4% 4.9% 

11 Conference Agreement spending in FYs 1997 and 2002. and for the period FY 1997-2002 taken from pages 22-23 of the Conference Report. 

Conference Agreement savings derived by sublractingbaseline amounts from these spending levels. 

21 From page 23 of the Conference Agreement report. This appears to be the per-capita numbers calculated In Option 2. "rounded" to show 

a higher grdwth rate (even though rounding $6,948 to $7,000 is dearly wrong). 

6/27/96 3:35 PM Page 1 NEWSPEND:XLS Conference Options 



Medicaid: Comparison of President's and Congressional Offers 
CBO March 1996 Baseline 

(Dollars in Billions) 

FY 1995 FY 1996 FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 
:::t Total 

FY 2002 ::::::~ 1996 - 2002 

eso March l3aseline 
Total Outlays 89.1 95.7 104.9 115.5 126.5 138.3 151.6 899.1 

Growth 7.5% 9.5% 10.2% 9.5% 9.3% 9.7% 9.7%3~:::1Per Capita 2,472 2,603 2,750 2,955 3,155 3,363 3,599 
Growth 	 5.3% 5.7% 7:5% 6.8% 6.6% .,,0% 7. 3% ~~~~~~~ 6.8% 

President's Plan 1/ 
________ Savings_'_______ -0.0----0.0 1.-1-·----1~9 

I, I 
Resulting Baseline 89.1 95.7 106.6 113.6 ·845.4 

, Growth 7.5% 11.3% 6.6% 7.2% 

~eS(jlting Per tapita 2,472 2,603 2,795 . 2,906· 3,011 3,124' 3,215 3,359 ::r: 
.Growth 5.3% 7.4% 4.0% 3• 6%0 . 0 . 0 . 0 ::::::: 4.3%3 8% 2 9% 4 5% t::: 

-7.3 -13.3 -20.6 3011-
::;:;:; 

Resulting Baseline 89.1 95.7 106.7 113.5 119.2 125.0 131.0 ~3;:';Growth 	 7.5% 11.4% 6.4% 5.0~Va .4.9% ·4.9% 

2,472 2,603 2,797 2,904 2,973 3,040 3,110 3,164 :::I 
Va 2.2% 2.3% 1. 7% ::::~~~ 

:.:.;.: 

11 	 csa 2/26/96 Scoring of President's Medicaid Plan net of VA and Medicare interactions 

Per Capita Cap Growth Index: Nominal GDP + 2.71 % in FY 96, +2.50% in FY 97, +1.00% in FYs 98-99, +0.50% in FYs 00-01, +0.00% in FY 02 and thereafter. 

2i 	csa 5/31/96 Scoring of HR 3507 - Medicaid Restructuring Act 

6/27/96 2:41 PM 
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I June 20, 1996 

T Hehltll Division ti 
Office df Management and Budget 

I 

Executive Office of the President 
I 

Washington, DC 20503 

Please route to: 
Nancy-Ann Min. Decision needed 

<. 'Chris Jennmgs,; Please sign 
" . '-- -. . I

i 

Per your request 
Please comment 

Through: Barry Clend11~in\ ~CI, For your information 
Mark Millerr'l \ 

With informationaI copies for: 
,to ',"'. "'" 

Subject: 	 Response to Senate Budget Committee's HDIHFB Chrons. BC . 

Statements About Medi?are Savings 

From: 	 Anne Mutti 0JN\ i 

Attached is HFB's response to the senL·Budget Bulletin's criticism of Laura Tyson's and .. 
Senator Daschle's remarks, as request~d by Chris Jennings. We have also attached a copy of the 
May 15th CBO letter to Senator Domenici on the insolvency date of the HI trust fund as well as 
a copy of the June 10th Budget Bulleti~. 

I. 

)c-. (7-"-' 

D~J 
I 

~(tL)< 
lo-it{,t.

! 



Response to the .Tune 10th Budget Bulletin's Statements About Medicare Sayings 
I , I 

I 

The Budget Bulletin disputes that no:rpinal cuts in hospital payments will have to be made. 
It cites the fact that the Balanced Budget Act of 1995 included more Part A savings than 
this year's resolution and that aliowetI hospital nominal payment increases. 

I 
~WOO~ i 

I 
The E'udget Bulletin ignores the fact thJt the CBO baseline was recalculated downward in 
December, resulting in reduced savingslfor their Medicare proposals. Instead of scoring at $270 
billion (including approximately $130 billion in Part A savings), the Republican proposal scored 

I 

$226 (including approximately $114 billion in Part A savings). The FY 1997 Conference 
Agreement on the Budget Resolution inbluded $123 billion in Part A savings l 

-- higher than the 
$114 billion in the repriced vetoed recohciliation bill. Secondly, these savings estimates were for a 
seven year time period. Their savings trlrget now applies to a six year time period. Therefore, the 
Republicans would have had to increas6the severity and/or number of their proposals to achieve 
the same level of Part A savings. 

We have suggested that one possible way to achieve these additional savings would be to increase 
the market basket reduction higher tha~ their proposal of 2 percent. Because the market basket 
increase is estimated to be 2.7 percent for FY 1997, a higher reduction could lead to nominal cuts 
. h . I I10 osplta payments., I , 

The Blidget Bulletin suggests that Senator Daschle was incorrect in asserting that the new 
conference agreement proposal "wo~ld require Medicare per person to grow at only 4.7 
percent a year." The Bulletin notes jat its growth rate is 5.1 percent 

Response: 

Senator Daschle appears to be referrinJ to,the Medicare gross average annual growth rate in the 
Senate budgetresolution. He made hi~ remarks in a press conference on June 3rd, prior to the 
release of the conference agreement. , 

. The Bulletin's claim of a 5.1 percent g!owth rate iscorrect when assuming that gross per capita 
spending is $5,200 in 1996 and $7,000Iin 2002. These per capita spending amounts appear to be 
based on the rounded conference agreebent, or possibly House budget resolution, savings stream. 
If the more precise savings stream is as1sumed for the conference agreement, the gross Medicare 
growth rate for 1996-2002 is 4.9 perceht. 

I 

I 

The Conference Agreement s'tates that its Part A savings are sufficient to extend the 
solvency of the HI tmst fund for 1 0 ye~rs. CBO has' estimated that $123 billion in Part A savings 
would be required to meet that goal. I " 

I 
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te: Mce .Q¢\ ..0,: Mtv'l 
(Vlj: AM 

CONGRESSIONAL BUDGET OFFICE June E. O'Neill 
U.s. CONGRESS Director 
WASHINGTON. D.c. 20515 

May 15; 1996 

. Honorable Pete V. Domenici 
chairman 
Committee on the Budget 

United States Senate 

Washington, D.C. 20510 


Dear Mr. Chairman: 

At your request, the Congressional Budget Office (CBO) has examined the solvency oft4e 
I . . . 

Hospital Insurance (HI) trust fund. Under current law, eBO projects that thettust fund will 
become insolvent in 2001. . 

CBa estimates that the Administration's Medicare pro~ including the transfer ofcertain 
spending for home health services to the Supplementary Medicallnsurance (8MI) program, 
would postpone'this date to 2005.iWithout the transfer,CBO estimates that the trust fund 
would ~ome insolvent in 2002. I'. .' , 

CBOhas not estimated a specific prbposal to achieve the Medicare savings specified in the
I . . . , . 

Budget Resolution adopted by the Committee on May 9. However~ legislation that produced 
the savings stream assumed in the resolution would postpone the insolvency oftbe mtrust 
fund until 2007 . . 

cc: Honorable J. James Exon 
Ranking Minority Member 



( .... 

I 

I~/ 
MEMORANDUM 

I 
I 

I 

I 
I 

I 

I 
June 12, 1996 

I 

. TO: Nancy-Ann Min 

FR: Chris Jennings 

RE: Medicare Numbers 

; i .,' . 

The Senate Budget comkittee has been criticizing Laura Tyson's comments, 
that were largely based on information :provided to us by OMB. If you could ask Mark 

. Miller to review the attached numbers, iit ,:"ould be greatly appreciated .. 
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l'041b CongrtU,lnd StUioa: No. 18 	 Jun. 10. 1996 
INFOIL'\1ED BUDGETEER 

SUMMARY OE EX 1997 BUDGET CONfERENCE ,I 

• The confc;,rence agreement on the FX 1997 budget was filed ~n 
June 7 .. Aggregate figures are as follows: 

FY1997 BUDGET RESOLUTION CONFERENCE TOTALS~ 
(S in Billions) I 

6-y~ar 

1997 1998 1999 2000 2001 2002 total 
ITotal spending: 

On Budget- I 
BA 1315 1362 1392 1433 14S-1 1496 8~53 

OT 1311 135S 138~ 1~16 1432 1463 8361 
I

Off Budget. I 
BA 319 335 348 358 377 389 2125 
OT 311 325 334 349 365 379 20,63 

TOlal· I 
BA 1633 1697 17~0 1792 1830 1885 105,77 
OT 1622 1679 1718 1765 1797 18~2 104,24 

Revenues: 
On·budget 10S~ 1130 1177 1231 1291 l3S9 7in 
Off Budget 385 401 423 445 465 487 2608 
Total 1~69 1533 1601 1676 1756 18~6 9880 
Deficit/Surplus: I 
On·l)udgel 227 224 206 18S 1~2 103 ·NA 
Orr-Budgel -74 .78 ·89 ·96 -100 -108 .~A 
TOTAL 153 147 117 89 42 ·S NA 

I'OrE. rOl.ls may no/add due '0 roundmg. I 
• The Conference Report establishes discretionary spending limits 

ate the following levels: I 
DISCRETIONARY SPENOIZ"G LEVELS 


($ in Billions. Including Violtnt Crime Trust Fund) 

Defense Non.Defense 

SA OT BA OT BA 

1997 266 265 231 274 497 539 
1998 269 264 225 263 49~ 52~ 
1999 272 267 2~0 25B 491 52'S 
2000 274 271 225 255 499 52'S 
2001 277 270 214 246 491 51:6 
2002 279 270 221 245 501 51;4 

l\OrE: T01ab may no' add due 10 fQundmg. 	 J 

. 	 I 
SOURCES Of GROWTH IN MA~DATORY SPENDING , 

• CBO's recently released annual economic and budgetary rdpolt 
again exposes that it is mandatory spending growth which is 
ddving the federal budget and increasing federal deficits. I 

• CSO projects overall federal re\'~nues will increase from $1 1,428' 
billion in 1996 to S2,232 billion in 2006, an S804 billion or 56% 
increase. . I 

• 	Over Lite same period, mandatory spending is projected to 
increase S780 billion or 89%, and consume nearly all o'f the 
revenue increase. In fact, mandatory spending plus net interesl 
will be S925 billion higher in 2006 than in 1996 or S120 billion 
more than the increase in federal revenues. I . 

• 	CDO has also provided a detailed analysis of the sources of 
growth in mandatory spending. As shown in the table below, 
most of the grO\\1h in mandatory spending is attributaBle to 
Social Security, Medicare, and Medicaid. '1 

• Overall, these programs increase from a combined S640 billion 
in 1996 to $ I,273 billion in 2006. This is a S633 billion increase. 

• About three· fourths of the increase in Social Security spe~ding 

is due to cost-of-living increases and growing enrollment. The 
other q~arter ofgro~ !s due to.the increase in real benefits per 
benefiCIary. Beneficlanes entermg the Social Security program 
get, on average, higher benefits tha.1 earlier cohoru of 
beneficiaries. Their benefits are higher because, on avera&e. their 
real wages ar; highe~ than the ea>lier cohorts' wages, and this 
gets factored mto their benetits at initial eligibility. 

• 	Oy contrast, only about one-fourth of the increase in combined 
Medicare and Medicaid spending i! due to growing numbers of 
beneficiaries and increases in Medicare reimbursement fates. 

• Some S304 billion in the Medicare/Medicaid spending jump falls 
into the "other" categOlY, which me;t analysts would attriiJute to 
so·called "volume and intensity". more services provi:led te 
beneficiaries and more intense services per medical encounter. 

• Olher, smaller sources' of growth in mandatory spending ir.clud~: 

··Civilian. military. and otl:er retirement COLAs: 531 billion; 

-,Sui'plemental Security Income (SSt) I:eneficiary incre:.ses 
and COLAs: $22 billion; and 

.-Food Stamp automatic benefit increases: SI4 billion, 

SOURCES OF GROWTII- MANDATORY SPENDIZ"C 
Chango from 1991: 10 20(J6 

S Billions % of Total 
TOlal mandalory spending change + "KO 
SOURCES: 
Social S<curity: 
COLA +117 
Casdoad ·..4S 
R~al B~ncfils ,·56 
Subtotal- Social Security +l19 

.\1ed icar~ Ca.~c1oad "39 
~Icdicaid Ca,doad +24 
Medicare Reimbursement Rates +48 6°',. 

ther Medicare & Medicaid Increases .1304 39% 
Subtotal- Medicare and Medicaid +414 53% 
ther Reliremcnt COLAs .31 4°',0 

I Cascload +9 1'% 
I COLAs +13 2~o 
d Siamp Auto. Benefillncroase +14 2~(' 

Other +80 10% 

MEDICARE: UNCLEAR ON THE CO;.lCEPT 

• The BlIlletin would like to clear up a rew misconceptions that we 

discovered during a June 3, 1996 press conference. 


DASCHLE: "Private health insuranc__ spending per person over the 

next seven years is projected to grow at 7.1 percent. So, that's a 

reasonable standard against which to begin to say what YO'1 could 

expect the Medicare system to do: 


Bulletin: Private health insurance and Medicare s,,~nding are two 

completely different commodities. Comparing growth rates is 

meaningless. In addition, increases :n Medicare spending are not 

just price changes. They include increases in the quality and 

quantity of serviCes delivered for each beneficiary. 


DASCHLE: "Their new proposal ... would require Medicare perj) 
person to grow at only 4.7 percent a year." 

Bul/elin: Per capita spending, 199~. S5,200, 

Per capita spending, 200?-(p[oposea): $7,000 is). - r 

Proposed Growth rate: 5.1 % per rcrson pet year \!1/ ~ ) 


.TYSON: "The PreSident's plan'ici balanc.: the budget, wl:ich ha~ 
. ~ ... "c ... <' 



".,,' ,. 

....... • _•• _. _, ••_.. • • - I 


$124 billion." I 
'11' IBulletin: Savings without contingent proposa! ':' 5102.9 bl Ion: 

Savings with contingent proposal =$116.1 bllhon. I 
Both figures provided by CBO, April 17, 1996. ,

I 
TYSON: "They are still proposing cuts that are 44 percent larger 
551 billion .- than the President's balanced budget plan." ! 

I 
Bulletin: The Builetin is fascinated that Dr. Tyson's statem;ent 
emphasizing the di~erence between the. ":Yo plans use~ ,?e correct 
figure for the Presldent's plan ($167 billion - $116 bllhon = $51 
billion) but the statement about how much savings the Preside:nt's 
plan achieves uses a different figure ($ 124 billion). The Bulletin 
hopes this is careless error, not intentional miuepresentation. i 
TYSON: "The CBO has indicated that our plan to balance Ithe 
budget, the President's plan to balance the budget, does securel the . 
solvency O'f the IrUst fund for a decade. There is no appreciable 
difference at this point between what our plan does and what their . 
plan does on the issue of the IrUst fund." I 
Bulletin: CBO conftmls that, even giving credit for the h~me 
health transfer, the President's budget fails to meet the go"l of 
solvency through the year 2006. "CBO estimates that I the, 

the NIPA (National Income Produ'cis Account) measure the ratio 
of receipts to GOP is 20.4%, the second highest since 198C. 

• Federal budgetary revenues measure collections that are 
mandated by the government's sovereign power to tax. They 
consist of individual and corporat~ income taxes, excise taxes, 
social insurance contributions, estate and gi ft taxes, customs 
duties, and several mi~cellaneous recdpts--or 18.9 pefl;ent of 
GOP in 1995. 

• We arrive at the higher NIPA receipt totais, calculated by the 
Commerce Department, by adding to budget totals: government 
contributions for employee ret;rement, Medicare rart B 
premiums, and deposit insurance premiums, (which are all 
classified as offsets to spending); and by making other small 
classification adjustments. This nleasure attempts to track the 
influence of the federal government in the overall economy. 

• The Federal budget records the receipts included in the NIPA 
totals as negative outlays because they ~re either voiuntary 
transactions or intra-budgetary in nature and are not considered 
results of the government's taxing authority. The tiifTerence is in 
presentation, the shift in classificati')n does not afil:ct the o:Iefieit. 

CALENDAR 
Administration's Medicare proposal, including the. transfer of'··· 
certa.in spending for home health services to the Suppl;mentary The 'Conference Agreement includes instructions for cor.su:!:ring 
Medical Insurance (SMI) program, would postpone this dale to three separate reconcilialion bills . 
2005. Without. the trans~er, CB~ estimates that the trust. lUnd )_ \J~ ~ """'~ +k./~ 7 
would become IDsolvent m 2002. [May 15 letter to Chatmlan J HOUSE SCHE.DU' E • 

Domenici from CBO Director O'Neill] I ~ 


. .. June \3 1996: Welfare and Medl~aid reform and Tax Relief: 
DA.SCHLE: :And by our ca\culallOns they even wllI.requlr~, we House committees reconciled: Agricl;lture, Commerce, Ec!'nomi~ 
beheve: nommal year-ta-year cuts·- nommal cuts·· In paym,ents and Educational Opporrunities, and Ways and Means. 
to hospitals." . 

..L , July 18· 1996: Medicare Pre~elvJtion; H~use com:nitteesD

7'-Bulletin: Last year's Balanced Budget Act of 1995 included fTIore 

part A savings than this year's resolution. Nominal payments to 
hospital~ went up in ~at plom in each year. The Bulletin urges 
recheckmg the calculatIons. /' 

.. . ' . 
:VSON: Fmally, let n;e Just say that we•.the PreSident, led ~n the 
Issue of the trust ~d m 1993. The acnon of !.he 1993 b\ldget
extend ~ t~e I' . \ trust fund by three years. I 

Bulletin: \.yby primarily increasing taxes. cBRAI1993 
subjected 85% of certain Social Security benefits to taxation (up 
from 50%). ' . I 

! 
DASCHLE: "They were slowing the rate of growth of Medicare 
spending so much that basically what Medicare beneficiaries {...ould 
get would be insufficient to purchase the services they get t6day." 

.. I 
Bulletin: Medicare spending per beneficiary increases each year 
because: (I) the quality and quantity of services delivered t9 eJch 
beneficiary increase each year; (2) there are no market forces 
constraining price growth, as there are in the private sector; a'nd (3) 
holding quality and quantity of services const~nt. prices increase 
each year. The Daschle quote ignores (l) and (2). I . I 

BUDGET QUIZ 
I 

~ \Vha: was the percentage of federal receipts to GDP in 
19951 i 

~ It depends. Ifyou use the traditional budgetary m~asure 
I 

I 


. I 
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: 
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reconcIled. Commerce and Ways ~nu Means. . 

September 6, 1996: Tax and Miscellaneous Direct Spending 
\ Reforms; House committees recou.:iled: Agriculture, Banking. 
• P Commerce, Economic and Educational Opportunities, Government 
'~Reform, International Relations, Judiciary, National Security, 
, Resources, Science, Tran:portation, Veterans Affairs, and Wa s 

and Means. y< 

SENATE SCHEDULE 

June 21, 1996; Assumed Welfare and Medicaid Reform and 
Miscellaneous Tax Relief; Senate committees reconciled: 
Agriculture and Finance. 

Julv 2~, 1996; Assumed Medicare Reform; Senate committees 
reconciled: ,Finance. 

September 18 J996' Assumed Tax Reliefand Miscellaneous Direct 
Spending Reforms. Senate committees r~conciled: Agriculture, 
Armed Services, Banking, Commerc~, Science and Transportation, 
Energy, Environment, Finance, Governmental Affairs. Judiciary, 
Labor and Human Resources, and Veterans Affairs. 

EDITOR'S NOTE: BEST WISHES to Senate Bud~et Committee 
Staffer Christy Condon (formerly Christy Dunn) and her new 
husband, Tom, who were married o"er the Memorial Day Recess. 
The Bulletin wishes them many t:lPPY years together and the 
avoidance of the marriage tax! 
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