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. INTHE HOUSE OF REPRESENTATIVES

0 and Mr., Thamaes
Mr. ARCHER \ntroduced the following bill; which was referred to the
‘Committee. an

A BILL

To reqmre theTmsteesofthemedxcamtmstfundstompon«
recommendations on resolvmg projected ﬁnancxal imbal--
ance in medicare tmst funds ' '

Be st enaded by t}w Senate and House af Representa-
| tives of the Umted States ofAmenca m Cang-mss assembled
SECTION 1. TRUS‘I’EES’ CONCLU’SIONS REGABDING FINAN .

CIAL STATUS OF MEDICARE TRUST FUNDS. -

(a) HI TRUST FuNp.—The 1985 snwual report of
the Board of Trustees of the Federal Hoépital Insurance |
Trust Fund, submxtted oa April 3, 1985, eonta.ms the fol-
lowing conclu&ons respectmg the financial statufs of such
Tmsth‘und |
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2 | L
(1) Under the Trustees’ termediate asgump-

1
2 tions, the present financing schedule for the hospital
3 ..mpmgnmhmtwmrethépay-
4 mont of benefits enly over the next 7 years. _
5 (2) Under present law, hospital insurance pro-
6 gram costs are expected to far exvesd revemues over
7 the 75-year ‘long-mnga period under any reasonshle -
'8 . set of assumptions. | ‘ ‘
9 (suumnit,ﬂmmm:nwmmm‘
110 is severely out of financial belsnce and the T.mstees -
n beliove that the Jongress must take timely action to -
12 establish long-term financisl stability for the pro-
14 () SMI Trusr Fusp.—The 1995 snunal roport of
18 theBoa.rdomesteee oftheFadsralSapplemenwyMed

16 ical Insuranse Trust Fund, ubmitted on Aprdl 8, 1995,
17 contains the following conclusions respectmg the financial

18 status of sush Trast Fund: |

19 | (1) Although the supplementary med;ca.linszm
20 meprogammcuxrenﬂy antmnany gound, the
21 Trustees note with great copcern the past and pro-
22 jmmpidminﬁhemmmm* |
23 (2) Iu epite of the evidense of somewhat slower
24 mthre.tai"inthereomtpash,overaﬂ.t}mpast ,
25 growth rates have beeu rapid, und the future growth
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rates are projected to mareass above those of the re-

(3) Growth rates have been so Tapid that ont
hysoftheprogramhavahxmvmdﬁspementm&g-
mateand@mmtmenmﬂeemthehstﬁ_
years. . o
(&) For the same time period, the program

mlgpamntfastertﬁénthemomyde@itere-
| 'eenteﬁormwcentolﬂwmdtthepmm‘
§EC. 2. RECOMMENDATIONS ON RESOLVING Pmcmi .

D 00~ O W B W N e

.I'H..
o

FQMCZAL IMBAIANCE IN MEDICARE TBUBT

.....

.
[—)

FUNDS.
13 (a) REPORT.~Not later than June 30, 1895, the
14 Board of Trustees of the Federal Hospital Insurance
1S Trust Fund and the Board of Trustees of the Federal
16 Supplementary Medical Tnsurence Trust Fund shall sub-
17 mtmtheConmremmmandahonsforspwﬂcpmgrm. B
18 hgmla.nondemgmdaolely-— |
19 (1) to control ‘medieare hospital insurance pro-
20 g::-am dosts and to add:ua the ‘prqjectad finanddal
21 imhalamemthc?edemlﬁospitdlmnmnce’l‘mxt‘-
.F‘tmd m both the short-runge and loug-runge; und

(2) % more effectivily contrel medicare supple-v.
mcnm:ymedlcslmsnmnecam f

=
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_7 1 () Usz oF AMMDL&TB ASSUMPTIONS.~The
2 Boards bmeuwthaiﬁtémadMasmpﬁom

3 described in the 1995 annual reports of such Boards in
4 making resommendations nder subsection ().
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REPUBLICANS BREAK CONTRACT:
MEDICARE CUTS FOR SENIORS AND TAX HIKES FOR WORKING FAMILIES
' TO PAY FOR TAX CUTS FOR THE WEALTHY

Republicans have repeatedly promised that they could provide a huge tax cut targeted
at the wealthy, balance the budget by 2002--and not hurt the elderly or raise taxes on
working families. Their budgets show that these were false promises. Republicans have
broken their contract with historically severe cuts in Medicare and tax hikes for working
families in order to finance their tax break for the wealthy.

REPUBLICANS ARE MAKING THE LARGEST MEDICARE CUT IN HISTORY TO
PAY FOR THEIR TAX CUT AND CAMPAIGN PROMISES. Barely a week ago,

- Speaker Gingrich said that Medicare would not be a part of the Republican budget cuts. He

.could not have béen more wrong. Medicare takes the largest single cut in the Republican

budget. By their accounting, nearly 25 cents out of every dollar that Republicans cut is from
Medicare. ' The cut is three times larger than the largest previous Medicare cut in history.

THEIR MEDICARE CUT IS ABOUT PAYING FOR TAX CUTS AND HITTING
ARBITRARY DEFICIT TARGETS--NOT ABOUT HEALTH CARE REFORM. The
proposed Medicare cuts of $250 billion to $300 billion are needed to make room for most—-
but not all-—of a $345 billion tax cut that provides a tax break of over $20,000 for the
wealthiest 1 percent. Speaker Gingrich and Majority Leader Dole have rejected the White
House's call to renounce tax breaks for the wealthy; instead, Speaker Gingrich calls the
Contract tax cuts his "crown jewel," while Senate Majority Leader Dole and Senator Gramm
have insisted they will make room for the tax cut. However the tax cuts are officially paid
for, the fact remains that the entire Medicare cut would be totally unnecessary if
Republicans did not need to pay for their tax cuts.

WHEN IT COMES TO HEALTH CARE, REPUBLICANS SINGLE OUT SENIORS
FOR PAIN--CUTTING GROWTH PER PERSON IN THEIR MEDICARE BELOW
GROWTH IN PRIVATE HEALTH CARE. Republicans claim that they are just slowing
the “"exploding” rate of growth in Medicare. In fact, the cost per person in Medicare is about
the same as the private sector, even though Medicare deals with a population more prone to
have health problems. The Republican approach ignores health care costs generally, and
simply cuts the average growth rate for a Medicare recipient far below that for other
Americans not on Medicare. Medicare was designed to provide health insurarice for senior
citizens, not get turned into a second—class citizen program in order to meet arbitrary -
campaign promises. ' ‘ ‘

BY 2002, REPUBLICAN CUTS WOULD INCREASE OUT-OF-POCKET COSTS BY
$900 AND DEVASTATE RURAL HOSPITALS. If cuts are distributed evenly between

providers and beneficiaries, they represent a $900 increase in out-of—pocket csts per

beneficiary. -‘That is equivalent to eliminating 40%-50% of the Social Security cost—of-
living allowances for each Medicare beneficiary between now and 2002. As reimbursement
rates decline, many rural hospitals that rely on Medicare would have to close down.



REPUBLICAN MEDICAID CUTS WOULD DRASTICALLY RAISE LONG-TERM
CARE COSTS FOR WORKING FAMILIES, AND FORCE STATES TO CUT OFF
COVERAGE FOR 5 to 7 MILLION CHILDREN AND 800,000 to.1 MILLION
ELDERLY AND DISABLED AMERICANS. The House and Senate budgets include a
$160 billion cut in Medicaid. They would limit growth to 4% per year-—even though
Medicaid's beneficiary growth alone is nearly that high. As a result, millions of Americans
will be cut off while the costs of long—term care drastically increase. Two-thirds of
Medicaid funds are spent on services for elderly and disabled Americans; without Medicaid,
working families with a parent or spouse who needs long-term care would face nursmg home
bills averaging $38, 000 per year. S ‘

REPUBLICAN MANAGED CARE PROPOSALS WILL NOT LEAD TO

SIGNIFICANT SAVINGS UNLESS THEY CUT BENEFITS AND COERCE SENIORS
There is no evidence that simply shifting to managed care can achieve significant savings
among the populations that Medicare and Medicaid overwhelmingly serve——the elderly and
disabled. Republican voucher proposals would overspend on younger, healthier seniors, while
achieving limited savings only by dramatically raising costs, cutting benefits, and lxmxtmg
choice for the seniors who need Medicare and Medicaid most.

WHILE CUTTING TAXES FOR THE WEALTHY, REPUBLICANS ALSO RAISE
TAXES FOR 12 MILLION POOR WORKERS AND THEIR FAMILIES BY
SLASHING THE EARNED INCOME TAX CREDIT. The Earned Income Tax Credit
provides a tax cut averaging nearly $1,400 per year for over 21 million workers and their -
families earning up to $28,500. Senate Republicans have proposed a $21 billion cut in the
EITC that will raise taxes by an average of $235 for 12 million of these workers and their
families. Thus, 12 million low—income working families will pay $235 more under the
Republican budget, while the top 1% will pay $20,000 less under the Contract's tax cuts.
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Medicare Beneficiaries' Income
-~ Distribution in 1992 |

Greater than $50,000

4.5%

Less than $25,000
- 77.8% |

HCFA/OAGt: Medicare Current Beneficiary Survey




Distribution of MediCare Program Payments, 1992

65-74 Years
39%

4 - <65
(Disabled & ESRD)
12% |

85+ Years
14%

75-84 Years
35%

Total Payments =" $120.7 Billion

HCFA: Bureat of Nata Mansromant aama Ctvnbm mns



Per Capita Growth Rates
Private & Medicaid, 1996 - 2002
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- Per Capita Growth Rates
Private & Medicare, 1996 - 2002
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DRAFT

Talking Points
on Republican Budget‘Proposals:
“A Broken Contract with American Families and Their Parents"

May 10, 1995

INTRODUCTION (Leon Panetta):
e As you all know, Republicans made two big promises.

e They promised to reach a balanced budget (1) without cuts
that would hurt people and (2) without a tax increase.

e Now, they have broken both promises.
-~ Promise #1, in terms of cuts that will hurt people:

e The strongest evidence of the severe pain they
would 1mpose are their deep cuts in Medicare and

Medicaid.
¢ They would cut discretionary programs -- from
education to ...... == an average 30 percent

across the board. They also have announced
proposals to terminate specific programs, such as
Americorps, that are important investments in the
future,

e To find the remaining savings, Republicans also
plan to make deep cuts in student loans, farm
programs, ....

-- Promise #2 in terms of tax increases.

® Republicans are prop051ng to raise taxes on
working families.

® Why are they doing-all this?

-- They want to finance a tax cut for the wealthy at
the expense of. average families.

e House Republicans have adopted a huge tax cut as
part of their budget program.

e House Speaker Newt Gingrich has called the tax
"cut "the crown jewel of the Republican contract."

e Senate Republican leaders =-- Bob ﬁole, Trent
Lott, and others -- and Sen. Phil Gramm are



committed to a tax cut and say they will push for
one on the Senate floor.

e We believe that there is a right way, and a wrong way, to
do deficit reduction.

-~ In 1993, on our own, we did it the right way:

¢ We reduced the deficit by cutting unnecessary
programs, but also invested in programs that will
help working families build a more prosperous
future.

- == Now, they want to do it the wrong way:

e They want to cut programs for wbrking families
and their parents, in order to fund a tax cut for
- the wealthy.

Medicare and the Budget (Alice Rivlin)

¢ House Speaker Newt Gingrich wants to treat Medicare apart
from the budget, but that statement is meaningless and the
promise is a lie.

e Late last mdnth, he said,

"What we want to do is create an environment over the
next three or four months where, standing by itself,
there is a bill to save Medicare. That bill moves
focused on Medicare. It has Medicare-related ideas.
It’s not tied up in the budget. It’s not tied into
getting to balance by 2002." '

‘e Medicare is a federal program just like any other.
¢ And Republican plans rely heavily on it to get to balance.

-- More than half of the savings that Domenici claims
comes from cutting Medicare and Medicaid.

-= In fact his Medicare cut is the largest single cut
directed at any one progranm.

-- Republicans need to cut Medicare to pay for their
tax cut for the wealthy.
Limits to Medicare/Medicaid Growth Rates (Alice Rivlin):
. Republicans say they want merely to limit the rate of

-growth in Medicare and Medicaid -- but these are real cuts,
with real consequences. :



-- "Limits" are actually cuts in services and increases
in costs for the elderly, disabled, and low-income
families with children. : :

-- These are cuts that will affect your own
randparents, whether they now get Medicare or they
eventually need the long-term care provided by
Medicaid.

e Medicare and Medicaid spending are rising 9-10 percent a
year because of increases in the numbers of beneficiaries
and the costs of medical services, including improvements in
technology and care. o :

-- While thét may seem high, on a per-person basis,
Medicare spending is projected to grow at about the
same rate as private health insurance costs.

e Thus, limiting the rate of growth of total (not per-
person) Medicare and Medicaid spending to 7.1 percent, as
Sen. Domenici proposes, will have real impacts on services
and benefits for elderly and low-income Amerlcans.

-— It could mean limits on the numbers of elderly or
low-income - 1nd1v1duals served.

-- It could mean limits on the quality and quantity of
services that the programs prOV1de

-- It could mean that the elderly and low~1ncome have
to pay more, themselves, for some of the services that
they now receive.

-- These "savings" could be passed on to businesses and
individuals who buy health insurance and health care
services.

e In short, reducing Medicare’s rate of growth would hold it
below the growth in the private sector -- creating a growing
“gquality gap" between care for seniors and health services
for others.

Medicare/Medicaid cuts. (Donna Shalala):
Medicare Cuts:

e If distributed evenly between providers and beneficiaries,
the Republican Medicare cuts could force beneficiaries to

_pay:

-~ between $815 and $980 more in out—of-pocket costs 1in
2002; and



-- between $3,100 and $3,700 more in out—of-pocket
costs over 7 years.

¢ Republican Medicare cuts, in effect, amount to cuts in
Social Security:

-- By 2002, the typical Medicare beneficiary would see
40-50 percent of his or her Social Securlty COLA eaten
up by Medicare cost sharing and premlums.

-- About 2 million beneficiaries would have 100 percent
or more of the COLAs eaten up by cost sharing and:
premiuns.

Medicaid Cuts:
e Cuts in Medicaid are especially outrageous:

-- Medicaid provides health insurance for the most
vulnerable Americans.

. 2/3 of Medicaid costs go to the indigent elderly
and disabled, who have no other avallable
resources.

-~ Medicaid is also a v1ta1 protectlon for mlddle-
1ncome Amerlcans.

‘e Working families with a parent who needs long-
term care would face nursing home bills of an
average of $38,000 a year without Medicaid.

e Working couples who may need long-term care
after retirement rely on Medicaid to get such
care.

-- If distributed evenly between eliminating
eligibility for the elderly and disabled, eliminating
eligibility for children, cutting services, and cutting
provider payments, Republican cuts in 2002 alone would
mean:

e 5-7 million children would lose eligibility;

e 800,000 to 1 million elderly and disabled would
lose coverage, and

¢ Tens of millions of Americans would lose
benefits of many forms.

Managed Care, Vouchers, and Savings (Donna Shalala):

Managed Care:



¢ Giving Medicare/Medicaid beneficiaries a "choice" of
moving into managed care will do nothing to control costs.

¢ The "“choice" option will play out in the following way:

-- The Medicare population includes people with some of
the most serious health care problems and, thus, with
the highest annual health care costs (notably, those
"yery old" -- 85 and up).

-- But many people on Medicare, including those close
to age 65, are often gquite healthy.

-- If managed care is voluntary, private HMOs will do
everything they can to enroll those who are young and
healthy =-- and exclude those who are old and sick.
Moreover, those who are already sick and underg01ng
intensive health care are the least likely to want to
change health care providers.

-- To the extent that HMOs succeed in enrolling only
the healthy, with below-average health care costs, they
will make a profit -- and Medicare will "lose" money.

—— They will leave to Medicare'the‘expense of treating
those with the highest health care costs.

-- Thus,.contrary to Speaker Gingrich’s assertions, a
managed care strategy will increase Medicare spendlng
if the o0ld and sick elderly keep the ch01ce to remain
in the current system.

Vouchers:

e Consider what happens to two typical elderly persons who
get a $5,000 voucher, as Speaker Gingrich has .talked about:

-- One person, age 85 and frail, has annual medical
expenses of $9,000.

-- A second person, 65 and healthy, has annual medical
expenses of $1,000.

-- A $5,000 voucher would, on average, cover their
health care costs.

-- But giving a $5,000 voucher to the healthy 65-year-
old would increase Medicare’s costs by $4,000.

- Inycontrast, the $5,000 voucher would not cover the
costs of the 85~-year-old.



~—'Thus, handing out $5,000 vouchers would either cost
the Government money, or leave the most vulnerable
.elderly without complete medical care.

e For the very old and frail who tend to have low
incomes, medical costs not covered by the voucher
will ultimately fall to the Government’s Medicaid

program.

The Earned Income Tax Credit (EITC) and the Economic Implications
of Republican Budget Plans (Laura Tyson):

e While Republicané cut Medicare and Medicaid to finance
their tax cut for the wealthy, they also plan a tax increase
on low-income, working families.

. Republicah tax proposals reveal the sharpesﬁ possible
distinction between the President’s vision for America and
that of Republicans.

-~ The President wants to provide targeted tax relief
for middle-income Americans who may not have shared in“
the economic recovery.

‘e He wants to help them raise their children,
educate and train themselves and their children,
and save for the future.

e Republicans want to cut taxes for the wealthy,
and actually increase taxes on the very people who
need and deserve it most. <

e Republicans plan to raise $13 billion over five years by

rolling back part of the President’s 1993 expansion of the

EITC, which would ensure that working Americans do not have
to raise their families in poverty ,

..== Most EITC. recipients are doing the hardest job in
America -- playing by the rules, working at modest
wages to support their children.

-- The 1993 law was designed to help those who are not
benefiting from the current_economic expansion.

-- The cut eliminates the EITC entirely to families
without children.

o - Freezing the proposed EITC expansions could cost
millions of moderate-income families with children up
to $350 a year in added taxes.
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NOTES: Based on historical state share of Medlcare outlays, trended forward with grawth in the states' share of outlays,

03:44 8202 401 7321

HHS ASPE/HP

Effects of the Domenicl Medicare Proposal On States
Aggregate Dollar Loss for Statas Under the Proposal

(Dollars in millions, fiscal years)

443 JENNINGS

2002 ~ 1996-2002

us 61,700 255,600
Alabama 1.443 5,534
Alaska 36 - 158
Arizona 1,083 4,367
Arkansas 456 2,007
Califorma 8.597 34,302
Colorado B34 3.230
Connacticut 806 3,756
Delaware 204 816
District of Columnbia 1,040 ° - -3,508
Florida 6.769 ) 26.448
Georgia 1,510 6,161
Hawaii 314 1,174
{daho 108 497
lllincls 1,828 - 8.659
indiana 1,144 4830
lowa 360 1876
Kansas 6056 2,508
Kentucky 703 3.070
Louisiana 1,186 4,792
Maine 168 772
Maryland 775 3,497
Massachusetts 2,233 8,927
Michigan 1,588 ) 7,198
Minnasota 1,088 ! 4,265
Mississippi 485 ' 2,122
Missouri 1113 . 4,822
Montana 114 513
Nebraska 245 1.071
Nevada 464 ’ 1,746
New Hampshire 212 874
New Jersey 1,686 7.348
New Mexico 181 804
New York 3,894 17,166
Nerth Carolina 1,673 - 5,375
North Dakota 116 511
Qhio 1,878 8,461

- Oklghoma 550 2,436
Cregon 734 2915
Pennsylvania 3.288 14,314 -
Rhode Island 350 1,365
South Carolina 802 3,167
South Dakote 112 491
Tennessee 1,729 6,822
Texas 3,945 16,055
Utah 241 1,005
venmont 76 ’ 338
Virginia 764 3.461
Washington 710 3,13
West Virglnia 342 1,510
Wisconsin 665 3,041
Wyoming 35 172
Puerto Rico 332 1,358
All Other Areas 2 14

Estimates based on Medicare outlays by location of service delivery.

idoo2/006
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Effects of the Domenici Medicare Proposal On States
Por-Baneficiary Dollar Loss for States Under the Proposal
. (Dollars, fiscal years)

+++ JENNINGS

o ————
2002 1996-2002
us 747 3,174
Alabama 1,028 4,027
Alaska 364 1,794
Arizona 728 3,125
Arkansas 508 2,266
California 1,065 4,369
Colorado 811 3,314
Cannacticut 848 3,568
Delaware 833 3,665
District of Columbia NA NA
Florida 1,147 4626
Geargia 792 3,356
Hawaii 853 3,361
[daho 317 1,512
linois 570 2,584
Indiana 640 2785
" lowa 371 1,733
Kangas 762 3,175
Kantucky 582 2,467
Louisiana 911 3,865
Maine 378 1,788
Maryland 572 2,668
Massachuselis 1,121 4,547
Michigan 536 2,492
Minnasota 818 3,222
Mississippi 580 2,558
Missouri ™ - 635 2.783
Montana 402 1,861
Nebraska 479 2,100
Nevada 785 3,331
New Hampshire $93 2,540
New Jerssy 678 2,897
New Mexieo 352 1.656
New York 716 - 3,180
North Carolina 554 2770
North Dakota 545 2418
Ohio 522 2,397
Oklzhoma 529 2.385
Oregon 700 2,862
Pennsylvania 752 3311
Rhode lsiand 999 3,928
South Carolina 675 2,783
South Dakota 456 2,032
Tennessee 1,012 4,110
Texas 815 3456
Utah 528 2,328
Vermont 417 1,901
Virginia 408 1.923
Vashington - 480 2,098
West Virglnia 491 2,197
Wisconsin 413 1.916
Wyoming 245 . 1,258
Puernto Rico 315 1,322
All Gther Areas 3 20

NOTES: Based on historical state share of Medicare outlays & enroliment, trended forward
with growth In the states’ share of outiays & enroliment.
Estimates based on Medicara outiays by location of service dalivery. Because of issues related to
state border crossing. the District of Columbia estimates are unraliable.

[do03/006
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NOTES: Based on historical state share of Medicare outlays, trended forward with growth in the states’ share of outlays.
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HHS ASPE/HP

Effects of the Kaslch Medicare Proposal On States
Aggregate Dollar Loss for States Under the Proposal

(Daliars in millions, fiscal years)

+++ JENNINGS

2002 1996-2002
us 84,900 279,200
Alabama 1,986 §,146
Alaska 50 171
Arizana 1,491 4,799
Arkansas 627 2,165
California 11,830 37,780
Colorado 1,147 - 3,578
Connecticut 1,247 4,103
Delaware 281 ' 899
District of Columbia 1,431 4,001
Florida 9,314 29,258
Georgla 2,077 6,754
Hawaii 432 1,311
ldaho 149 532
Allinois 2,852 : 9,301
Indiana 1,569 5,253
lowa 495 1,788
Kansas 834 2,741
Kentucky 868 3,318
Louisiana 1,590 - 5,235
Mazine 231 825
Maryland 1,068 3,762 -
Magsachusetls 3,072 9,828
Michigan 2.185 7,717
Minnesota 1,512 4725
Missisgippi - 674 2,287
Missouri 1.531 5219
Montana 157 551
Nebraska 338 1,158
Nevada 638 1.946
New Hampshire 292 956 ‘
New Jorsey 2320 7.945 |
New Mexico 249 866
New York 5,358 18,539
North Carslina 2,165 6,958
North Dakota 159 551
Ohlo 2.584 9,083
Oklahoma - 757 : 2625
Qregon 1,010 : 3,213
Pennsylvania 4,526 18,479
Rhoda Island 482 1,511
South Carclina 1,103 3,495
South Dakota 153 530
Tennessee 2,378 7.837
Texas 5428 17,608
Utah 321 1,096
Vermont 105 365
Virginia T 1,052 3.711
Washington 978 3,377
West Virginia 471 1,628
Wisconsin 914 '3.254
Wyoming 49 182
Puerto Rico 457 1.488
All Other Amsas 3 : 14

Estimates based on Medicare outlays by location of service delivery.

Technical reestimates of the aggregate savings may result in a 7-year total of $282 billion.
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Effects of the Kasich Madlcare Proposal On States
Per-Beneficlary Dollar Loss for States Under the Proposal -

(Daliars, fiscal years)

~+++ JENNINGS

2002 1896-2002

us - 1,028 3,847
Alabama 1,412 4,450
Alaska 502 1,889
Arizona 1.002 3,389
Arkanzas B96 2.435
California 1,466 4,783
Colorado 1.116 3,630
Connecticut 1,187 3,885
Delaware 1.218 4,002
District of Columbia NA NA
Florida 1,578 5,082
Georgia 1,080 3,649
Hawaii 1,172 3.710
Idaho 436 1,603
iflinois 784 2,770
Indiana 881 2.994
lowa 510 1,845
Kansas 1,048 3454
Kentucky 760 2.652
Louigiang 1,254 4,201
Maine 521 1,900
Maryland 787 2843
Massachusetis . 1.542 . 4,989
Michigan 737 2,657
Minnasota 1.126 3557
Mississippi 799 2,758
Missouri 873 3,004
Montana’ 583 1.986
Nebraska 659 2,266
Nevada 1,080 3,620
New Hampshire 816 2,755
New Jersey 932 3,229
New Maxico 484 1,761
New York 988 3423
Nonth Carolina 900 2,012
North Dakota 750 2.604 .
Ohio 718 2.562
Oklahoma 729 2,560
Oregon 963 3,135
Pennsylvania 1,034 3,570
Rhode Island 1.37% 4,336
South Carclina 928 3,043
South Dakota 6528 2,186
Tennessee 1,383 4,508
Texas 1.122 3,757
Utah 727 2511
Vermont 573 2,034
Virginia 561 2,044
Washington 633 2,246
West Virginia 676 2.362
Wisconsin 569 2.044
Wyoming 337 1,313
Puerto Rico 433 1,440
All Other Areas 4 20

NOTES: Based on histarical state share of Medicare outlays & enrplimant, trended forward
with growth in the states’ share of outlays & enroliment.
Estimates based on Medicare sutiays by locatlon of service dalivery. Because of issues relatad to
state border crossing, the District of Columbia estimates are unreliable.
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NOTES: Based on historical state share of Medicare autlays, lrended forward with growth in the states' share of outlays. .
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Effects of the Kaslch Medicare Proposal On States
l.oss for States Under the Praposal
(DoVars in millions, flscal years)

HHS ASPE/HP

+=+-+ JENNINGS

Aggregate Dolfars (milllons] er Capita Effect ($ per bensf)
2002 1998-2002 2002 1986-2002
Us 84,500 279,200 1,028 3,447
Alabama 1,986 " 6,146 1,412 - 4,450
Alaska 50 171 502 1,889
Arizona 1,491 4,798 1.002 3,389
Arkansas 627 2,165 696 2.435
California 11,830 37,780 1.466 4,783
Colorado 1,147 3,579 1,116 3,630
Connectleut 1,247 4,103 1,167 3,885
Delaware - 281 899 1,215 4,002
District of Columbla . 1431 4,001 NA NA
Florida 9,314 23,258 1,578 5,082
Geargla 2,077 8,754 1,090 3,649
Hawail 432 1,311 1.173 3710
_idaho 148 532 436 1.603
{liinois 2.652 9,301 - 784 2,770
indiana 1,569 5,253 881 2,994
lowa 495 1.786 510 1,845
Kansas 834 2.741 1,048 3,464
Kentucky 568 3.318 760 2.652
Louisiana 1,580 5,235 1,254 4,201
Maine 231 825 S 521 1,800
Maryland 1.066 3,752 787 2,843
Massachuselts 3,072 9,828 1.542 4,989
Michigan 2.185 7.717 737 2,657
Minnesola 1,512 4,725 1,126 3,557
Mississippi 874 2,297 799 2,758
Missouri 1.531 5.218 873 3,004
Montana 157 551 553 1,886
Nebraska 338 1,158 659 2,266
Nevada 638 1,848 1.080 3,620
New Hampshire 282 956 816" 2.785
New Jersey 2,320 7,945 932 3.229
New Mexico 249 866 484 1,761
New York 5,359 18,539 986 3,423
North Carolina 2.165 5,908 900 3,012
North Dakota 159 551 750 2,604
Ohio 2,584 9,083 718 2,562
QOklahoms 757 2,625 729 2.560
Oregon’ 1,010 3,213 963 3,135
Pennsylvania 4,526 15,479 1,034 3.570
Rhode island 482 1.811 1,375 4,336
South Carolina 1,103 3,495 929 3,043
South Dakota 153 530 628 2,186
Tennessee 2.378 7,537 1,383 4,509
Texas 5,428 ° 17,608 1,122 3,757
Utah 331 1,096 727 2,511
Vermont 105 365 573 2,034
Virginia 1.052 3,711 561 2,044
Washington 978 3,377 633 2,246
West Virginia 471 1,628 676 2,362
Wisconsin 914 3,254 569 2,044
Wyoming 48 182 337 1.313
Puerto Rico 457 1,488 433 1,440
All Other Areas 3 14 4 20

Estimates based on Madicare outiays by location of servies delivery. Because of issues related to
state border crossing, the District of Columbia estimates are unreliable.
Technical reestimates of the aggregate savings may result in a 7-year total of $282 billion.
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MEMORANDUM

To:  Distribution.

From: Gene Sperling
Chris Jennings
Jennifer Klein

Date: May 2, 1995

Re: Latest Health Care Information

Attached for your information are 1) the latest Medicare and Medicaid talking points which
have been distributed to Democratic hill staff; 2) the letter that Leon sent to Speaker Gingrich
yesterday; and 3) quotes taken from the Republicans of the Ways & Means Committee 1994

"Minority Views," in which they explicitly decry the impact of deep Medicare cuts on
Medicare programs. -



MEDICARE/MEDICAID CUTS: ,
BUSINESS, PROVIDER AND ADVOCACY GROUPS' RESPONSES

“"Across the board reductions in {Medicare and Medicaid] should be avoided, since they are
likely to exacerbate cost-shifting to the private sector." (February 11, 1995)

"My message to you as you wrestle with the growing costs of the Medicare program is that
greater use of managed care and aggressive purchasing of care on the part of the
government are more appropriate solutions than massive across—the—board cuts in payments
to providers, which result in cost shifting or an invisible tax on companies providing coverage
to employees in the private sector.” (March 21, 1995)

e . - » :
-

“One of every foxir hospitals in the United States is in ‘serious trouble,' and with deep
reductions in Medicare growth will be forced to cut services or close its doors." (April 13,
1995) ’ ,

- "The wrong way [to reform Medicare] is to. do business as usual, letting'short—sightéd |
political pressures squeeze Medicare spending and weaken a program that needs to remain
strong for our nation’s seniors."” (February 6, 1995)

"Sixty—four percent. of the electorate believes that if you ran for office saying that you would
not cut social security, and if Congress votes this year to cut Medicare then that Member of
Congress has broken their campaign promise.” (April 1995 Polling Data Report)

\merican Association of Retired Persons says:

"Medicare was hardly discussed in the last eleétfén; and there was certainly no mandate
from the electorate to change the system.” (March 28, 1995)

Medicare cuts "would mean that over the next 5 years older Americans would pay at least
82000 more out of pocket than they would pay under current law. And over the next seven
years they would pay $3489 more out of pocket.” (March 6, 1995)

“..[T]he total number of Medicaid beneficiaries in need who would lose long—term care
services...could reach 1.75 million in the year 2000." (March 6, 1995)


http:cost-shifting.to
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The National Council of Senior Citizens says:

“The facts do not warrant a panic approach or a fundamental recasting of Medicare. The
trust fund is not about go belly—up; a seven—year window does not merit a panic button.”

"The levels of the cuts in Medicare contemplated by the Senate and House Budget Committees
- will not just devastate the finances of millions of older citizens, but more importantly, they
will devastate the hopes for a secure and healthy old age for all Americans.” (April 1995)

"We receive hundreds of letters from women who are already forced to chose between paying
for food and rent and buying much needed medicine that is not covered by their Medicare.
Substantial cuts in Medicare will literally take food out of the mouths of these older women.'
(January 10, 1995) .

"States could make these cuts in several ways: by raising taxes substantially; by excluding
groups of children from programs or putting them on waiting lists; by reducing benefits or
the quality of services; or by making low—income families pick up more costs through co-
payments and fees. Regardless of which method is chosen, tke overall effect would be large."
(April 19, 1995)

* . .

“Budget cuts of such magnitude [in Medicare and Medicaid] would attack the very fiber of
these programs and, in fact, decimate them. Consequently, the Catholic Health Association
believes that Congress should put aside consideration of tax cuts for now and refocus the -
debate on how best to solve the deficit problem.” (March 2, 1995)



THE WHITE MOUSE
WASHINGTON

May 1, 1995

The Honorable Newt Gingrich
Speaker

United States House of Representatives
Washington, D.C. 20515

Dear Mr. Speaker:
¥

~ The President has asked me to respond to your letter of April 28, 1995, As'the
Administration has shown over the lagt two and a half years, we are committed to reducing
the deficit and achieving meaningful health care reform. We continue to seek progress on -
both of these fronts, whxlealsomahngourmxsystemmmandoursymmofmvcmngin ,
education and children evea stronger. .

When this President took office on January-20, 1993, he inherited an escalating deﬁcit
and a Medicare Trust Fund that was projected to be insolvent in 1999, Twenty-seven days
later, he proposed, and then helped pass, a historic deficit reduction plan that included
- several serious policies to strengthen the Trust Fund Indeed, thess proposals pushed out the
msolvency date by three full years.

Last year, tbe President spoke directly to the nation about the need to reform our
health care system and made clear that further federal health savings needed to take place in
the context of serious health care reform. - In December 1994, the President wrote the
Congressional leadership and made clear that he would work with Republicans to control

“health care spending in the context of serious health care reform. The President repeated this
offer in his 1995 State of the Union speech.

Despite these repeated calls for significant action on health care reform, the reply
from the Repiblicans has been silence. Indeed, the only proposal in the Contract with
America that specifically addresses the Medicare Trust Fund would explicitly weaken it by
$27 billion over seven years and undo some of the progress made in 1993,

Moreover, the over $300 billion in Medicare cuts over seven years -- the largest -
Medicare cut in history — you are reported to be considering would be completely
unnecessary if you did not have to pay for a séven-year $345 billion tax cut that goes
predominantly to well-off Americans. No amount gf accounting gimmicks, separase
accowns, dual budger resolutions or reconciliations can hide the reality thar you are
essentially calling for the largest Medicare cur in history to pay for tax cus for the well-off.

The President has long stated that tnaking significant cuts in Medicare and Medicaid
outside the context,’of health care reform will not work. Such dramatic cuts could lead to


http:he.aJ.th
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less coverage and lower quality, much higher costs to poor and middle income Medicare
recipients who cannot afford them, a coercive Medicare program, and cost-shifting that could
lead to a hidden tax on the health premiums of average Americans. That is why it is
essential to deal with the Medicare Trust Fund in the context of health care reform that

protects the integrity of the program, expands not reduces mverage and protects choice as
well as quality and affordability.

The Medicare Trust Fund is an important issue that needs to be addressed in a
bipartisan way in the context of larger health care reform. To do that, yoy must first meet
the requirements of the bucizet law that Congress pass a budget resolution. The April 15
deadline has passed, and ti: American people are still waiting to see the new Republican
majority fulfill this responsibility, If you really want to work together on the Medicare Trust
Fund, you must first pass a budget plan that fully spec:ﬁes how you plan to balance the

budket and pay for the proposed tax cuts.

| - We hope that you will work hard to respond to thess Issues. The Administration and
the American people continue to await your proposals. ‘

Chicf o.f Staff



FORTNEY PETE STARK L COMMITTEES:

THIRTEENTH DISTRICT, CALIFORNIA ] WAYS AND MEANS

CONGRESS OF THE UNITED STATES DISTRICT OF CotumBia

HOUSE OF REPRESENTATIVES
WASHINGTON, D.C. 20515

| |
MEDICARE CUTS? LOOK WHAT
REPUBLICANS SAID LAST YEAR!

\
g
Dear Democratic’ Colleaguge

The Repubhcans are about to try to cut Medicare $250 to $310 billion over the
next 7 years.

Last year all 14 Re'publicaril Members of the Ways and Means Committee
signed the following minori’cy views to HR 3600, the Health Reform bill:

"“The reimbursement levels of medicare have reached potentzally
dzsastrous levels, as| ProPAC’s current report underscores.

"Anyone who doubts this only has to look at the current Medicare
program for the elderly and the Medicaid program for the poor.
For more than a decade Congress has cut back on payments to
doctors and hospztais until they no longer cover the cost of care
for Medicare and Mledzcazd patients--and the additional massive
cuts in reimbursement to providers proposed in this bill will
reduce the quality of] care for the nation’s elderly.”

As you remember, HR 360@ did cut Medicare spendmg $157 billion over 7
years but returned ALL the money to the health care system by insuring
everyone (no more bad de?t and uncompensated caré for doctors and
hospitals) and providing seniors with a prescription drug coverage and better
Medicare benefits. The Republican cuts won't go for Medicare improvements

or health care reform--they will just be cuts.
We should all remind the Republicans--often—-of what they said last year. '

Sincerely,

Pete Stark
Member of Congress

@ Printed on Recycled Paper.
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MEDICARE TRUST FUND SOLVENCY PROBLEM |

Unlike the Repubhcans, This is Not a Problem Democrats Just Discovered. The President, his
Administration and the Democrats have been concerned about Medicare trust fund from the beginning.
OBRA 1993 and economic improvements resulting from this legislation have strengthened the trust fund
and pushed out the insolvency date by three years. Furthermore, in the context of broader reforms, the
Administration's proposal -would have extended the life of the trust fund another 5 years. The

Republicans rejected each and every initiative that would have strengthened the Medicare Trust
Fund.

The Medicare Trust Fund is a Long-Term Problem that Needs to be Addressed. Of course with the
aging of our population, there is aiiong—tcrm solvency problem for the Medicare trust fund. This is
nothing new, but it needs to be addrcsscd It needs to be addrcsscd thoughtfully, outside the budgetary
process, and independent of partlsan politics.

I

| ~In Contrast to the Democrats the Republicans Have Just Discovered this Issue. In the last two years,
all the Republicans have done has becn to oppose our efforts to improve the Trust Fund. As a matter of
fact, the only proposal they have put forth (their tax cut for the highest income seniors —~ the top 13

percent) actually exacerbates the pré)blcm

1

The Republicans are Using the Trust Fund as a Smoke Screen for Cuts. Let's be clear: Their
proposals have nothing to do with the long-term solvency issue; they do not address the underlying
problems of an aging population. The Republicans want to use the Medicare program as a bank for their
tax cuts for the wealthy and to fulflll their campaign promises.

When they Finally Put Forth a Detailed Budget and Commit to Dealing with Medicare in the
Context of Serious Health Care Reform, the President Stands Ready to Work Toward a Real
Solution: Currently, the issue of Medicare is only being addressed by Republicans as they face a political
crisis to find funds to pay for large tax cuts for the well-off and fulfill their campaign budget promises.
When Republicans finally put forth|a budget that is detailed and makes clear they -are not slashing
Medicare to pay for tax cuts, the President stands ready to work with Republicans to address the real
problems facing the Trust Fund and the American people in the health care system. '
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REPUBLICAN MEDICARE CUTS

Republicans are cons1dermg proposals that would cut Mcdlcare funding by between
$250 billion and $305 billion between now and 2002. Slashing Medicare at this level
translates into 20%. to 25% cutsf in 2002 alone for this program serving our most vulnerable

Americans —— the elderly and disabled.

COERCION INSTEAD OF CﬁOICE Managed care simply cannot produce anywhere near
the magnitude of Federal savmgs being suggested by the Republicans without turning
Medicare into a fixed voucher program. That would put Medicare's 36 million beneficiaries,
" many of whom have pre—existing conditions, into the private insurance market to shop for
what they can get. With a fixed|and limited voucher, beneficiaries would have to pay far
more to stay in the current Médicare program if large savings are to be realized. That's not
choice, that is financial coercion! ‘ ' ‘

ADDING TO ALREADY HIGH COSTS FOR SENIORS: Today, despite their Medicare
benefits, health care consumes niajor amounts of older Americans' income. According to the
Urban Institute, the typical Mediicarc beneficiaries already dedicate a staggering 21% (or
$2,500) of their incomes to pay for out-of-pocket health care expenditures. -

$3,100-$3,700 Out-of-Pocket Payments If the Republican cuts ($250 billion to
$305 over seven years) are evenly distributed between health care providers and
beneficiaries, the cuts would add an additional $815 to $980 in out-of-pocket burdens

to Medicare beneficiaries in 2002. Over the seven year period, the typical beneficiary
would pay between $3,100 to $3,700 more. :

Reduce Half of Social Security COLA: The Republicans say they aren't cutting
Social Security, but these; Medicare cuts are a back-door way of doing just that. By - -
2002, the typical Medicare beneficiary would see 40 to 50 percent of his or her cost-
of-living adjustment eaten up by the increases in Medicare cost sharing and
premiums. In fact, ab‘:)ut= 2 million Medicare beneficiaries will have all or more than
all of their COLAs consumed by the Republican beneficiary cost increases.

.$40-$50 Billion in Cost-’-Shlftmg Assuming the other half of the Republicans' cuts
go to providers, hosp1tals1 physicians and other providers would be targeted with
between a $125 billion to $150 billion cut over seven years. In 2002 alone, a $33
~ billion cut in providers would be needed. Even if only one—third of Medicare provider
_cuts overall are shifted onto other payers (an assumption consistent with a 1993 CBO
analysis), businesses and families would be forced to pay a hidden tax of $40 billion
to $50 billion in mcrcascd premlums and health care costs between now and 2002.

Rural and Inner City Hospltals At Risk: Cuts of this magnitude, combined with the
growing uncompensated care burden (which would be further exacerbated by Medicaid
cuts and increases in the. numbcr of uninsured), would place rural and inner—city"
providers in jeopardy becausc they have limited or no ability to shift costs to other
payers. As a result, quahty and access to needed health care would be threatened.

|
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THE REALITY OF MEDICARE GROWTH

. Despite the current rhetéﬁc, Medicare expenditure growth is comparable to the growth
in private health insurance. :

. Under Administration estimates, Medicare spending per person is projected to
grow over the next five years at about the same rate as private health insurance
spending. Under CBO estimates, Medicare spending per person is projected to
grow only about ?nc percentage point faster than private health insurance.
. So, unless Medlq:;rc can control costs substantially better than the private
sector, beneficiaries and providers would be forced to shoulder the burden of
the huge cuts being proposed by Republicans.

MAJOR BURDEN ON RURAL :AMERICA
. Reducing Medicare payments would disproportionately harm rural hospitals.
. Nearly 10 million Medicare beneficiaries (25% of the total) live in rural America where

. there is often only ajsingle hospital in their county. These rural hospitals tend to be small
and serve large numbers of Medicare patients.

. Significant cuts in Medicare revenues has great potential to cause a good number of these
hospitals, which already are in financial distress, to close or to turn to local taxpayers to
increase what are already substantial local subsidies.

. Rural residents are inorc likely than urban residents to be-uninsured, so offsetting the
effects of Medicare cuts by shifting costs to private payers is more difficult for small rural
hospxtals :

. Rural hospitals are- often the largest employer in their communities; closing these hospitals

will result in job loss and physicians leaving these communities. -
UNDERMINES URBAN SAFETTY NET '

] Large reductions in Medxcarc payments would have a devastating impact on a mgmﬁcant number
of urban safety—net hospltals These hospitals already are bearing a disproportionate share of the
nation's growing burden of uncompensated care. On average; Medicare accounted for a bigger
share of net operating revenues for these hospitals than did private insurance payers.
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REPUBLICAN MEDICAID CUTS

Republicans are con81dermg cutting federal Medicaid fundmg by $160 to more than
$190 billion between 1996 and 2002 The Republicans claim that they are not cutting the
‘program, but simply reducing the rate of growth. Yet, these technical number disputes avoid
the real question: who will be hlglrt who will lose coverage and who will lose benefits if $160
to $190 billion are cut from a program that provides critical health care services. It also
ignores the fact that 3 to 4 perc{:fnt of program growth is for the increasing number of people
being covered, without which méllions more Americans would be uninsured.

| ,

° HEAVY BURDEN TO FAMILIES FACING LONGTERM CARE: While most
people think that Medl(:ailid helps only low—income mothers and children, about two-
thirds of Medicaid funds are spent on services for elderly and disabled Americans.
Without Medicaid, worklhg families with a parent. or spouse who need long-term care
would face nursing homé bills that avcrage $38,000 a year.

o MANAGED CARE SAVINGS NOT NEARLY SUFFICIENT: Savings from
managed care cannot producc anywhere near the magnitude of cuts proposed by the
Republicans. ’I‘wo—-thuds of Medicaid funds are spent on the elderly and disabled, and
there is little to no evidence that putting them in managed care can produce savings.
And because the baseline projections already assume that a growing number of
mothers and children on' Medicaid will be in managed care plans, there are little
additio’nal savings left in'the remaining one-third of the program.

. e FLEXIBILITY CAN'T iMASK DEEP CUTS: Republicans defend these cuts by
saying that what they are doing is giving added flexibility to states through block
grants. ‘Issues of ﬂexxblhty can't mask the inevitable fact that states are being asked to
absorb enormous federal .cuts ~— forcing them to cut spending for education, law

" enforcement or other priorities — and that's unrealistic.

LIKELY IMPACTS: So let's [ook at what these cuts really mean. Even accounting for some
managed care savings, they mcaTn deep cuts in eligibility, benefits and payments to doctors,
hospitals, nursing homes and othcr health care providers. If the Republicans were to cut $160
to $190 billion between 1996 and 2002 and those cuts were divided evenly between
eliminating eligibility for eldcrly and disabled beneficiaries, eliminating eligibility for
children, cutting services, and cutting provider payments, that would mean -- in the year
2002 alone —- that: ‘ 1

° 5 TO 7 MILLION KIDS WOULD LOSE COVERAGE; and

o 800,000 TO 1 MILLION ELDERLY AND DISABLED BENEFICIARIES
WOULD LOSE COVERAGE; and

. TENS OF MILLION ﬂOSE BENEFITS: All preventive and diagnostic screening
services for children, homc health care and hospice services would be eliminated ——
as well as dental care if the $190 billion were cut; and

° OVER TEN BILLION REDUCED TO HEALTH CARE PROVIDERS: Already
low payments to health ‘care providers would be reduced by $10.7 to $12.8 billion.
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G_z_hng&h Can Avert
GOP Dtsaste]!
Over Medzcar‘*e

By PETER J. FERRARA |
The Republicans face a potentlal polit-
ical disaster over Medicare. The reform
plan developed over the pastl’ several
weeks at the House and Senate staff lev-

. els would impose penalties onf elderly
. Medicare beneficiaries unless they choose

to receive their health care from health

‘maintenance organizations. The plan

would then squeeze Medicare paymems to
the HMOs and let the HMQOs ratmn retiree
health care. '

If this sounds familiar, it should It was
the essence of the Clinton health plan last
year, the most demswely rejected idea in
American politics since slavery. '

. But it gets even worse. The current
staff proposals would increase Medicare

premiums paid by the elderly, already to--

taling $1,100 per year for a couple. These
Medicare premiums are deducted directly
from Social Security checks. ‘I‘he planned
premium increases would consequently re-
duce net Social Security payments. Politi-
cally, this would inevitably be seen as alcut
in these benefits, directly contrary to re-

peated Republican promises to Ieave So--

cial Security alone.

The political impact can be seen in the
fight over catastrophic health i msurance in’
the late 1980s. Congress at that time in-
creased Medicare premiums on the elderly

- to finance added Medicare beneﬁts The

result was a political firestorm that forced

the repeal of both the added premiums and -

the added benefits. Unfortunatgly, some
Republicans in a position to pose as reform
strategists now want to adopt. the same
premium increases, but wnhout the added
benefits. |

House Speaker Newt Gingrich, whose
staffers are among the few who have rec-
ognized these problems, pulled the Repub-

licans back from this course last week. He-

effectively called for the development of a

new plan outside the budget process that !

would leave managed care as Just one op-
tion among many. .

Mr. Gingrich now seems to 'be leaning
in favorof a proposai already developed by
free-market and conservative jorganiza-
tions, led by the National Center; for Policy
Analysis in Dallas. The essence of that

"proposal is to allow the elderly to withdraw

their share of funds from Medxcare in-
cluding Parts A and B, and purchase their
coverage from any. altemanve private
source they may prefer. The prlvate op-
tions would ipclude Medical Savmgs Ac-
counts (MSAs), HMOs, employer health

. plans, or any other private msurance

The share of Medicare that each elderly
retiree could withdraw to purctgase private
coverage would be limited to gTow no
faster than Medicare revenues averting
the program’s impending flnancml col-
lapse. Each retiree’s share of Medicare
would also be risk-adjusted to reflect his or
her age, geographic area and health risk.
Consequently, those who aré | older ang
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to purchase private coverage, reflecting

-what they would need to buy it. In con-

trast, those who are younger and healthier
would receive less, reflecting the lower
amount they would need to buy private
coverage. Each retiree would be perfectly
free to stay in Medicare and not choose
any private coverage.

Under the MSA option, each retiree
could devote his or her share of Medicare -
funds to the MSA, as well as the amounts
that would have been paid in Medicare
premiums and private Medigap insurance.

" The retiree could also contribute the funds

that would otherwise be paid out of-pocket
for health care, estimated by the Ameri- ~

" can Association of Retired Persons to be

about $1,500 per year for each retiree. Ac-
tuaries have calculated that funds from
these sources would be sufficient to buy
private insurance covering all health ex-
penses over a $3,000 deductible, with more
than enough remaining to put $3,000 in the
MSA. The MSA funds would then be used
to pay for expenses below $3,000, Whatever
VISA funds the retiree did not spend by the
5nd of the year could be withdrawn and

. used for any purpose.

Employers have already begun adopt-
ing MSAs around the country and are find-
ing that the powerful cost control incen-
tives they provide sharply reduce their
health expenses. MSAs would produce

‘much the same savings for Medicare, help-

ing the program to hold expendltures
within available revenues.-

The final component of the reform
would be to add an up-front deductible to
the program adjusted each year to ensure
that costs for: those staying within

‘Medicare do not exceed available rev-

enues. This would reduce Medicare ex-

‘penditures for the smaller, routine ex-

penses that could be managed by most of
the elderly, while maintaining essential
coverage for higher expenses. The poor
would be exempted from these increases,

* and the rest of the elderly could purchase
| private insurance to cover it to the extent

they desire.

The deductible increase is more pohtx
cally feasible because it leaves the funds in
the hands of the elderly, and they choose
when and how to spend it. By contrast, in-
creased premiums hand more retiree
funds over to the government, with the
government making those decisions.

This proposal solves the Medicare fi-
nancing crisis, with huge overall budget
savings, essentially by giving the elderly
direct control over the program’s funds.
Retirees can consequently profit by wise
use of those funds. By avoiding unneces-
sary expenses, they can each pay them-
selves a large rebate each year under the
MSA option. When they get sick, this re-
form would allow them to escape the in-
creasing rationing of health care under
Medicare, which is reducing the quality of
care and access to care for the elderly. In-
stead, they would be free to choose the
doctors, hospitals, treatments and bene-
fits they want. These and other benefits of
the plan would make the necessary reduc- -
tions in program expenditures politically
possible.

* Mr. Ferrara, senio fellow of the Na-
tional Center for Policy Analysis, is based in
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Medicare Proposals Razse Questwns and Anxiety

By LAURU McGINLEY
Staff Reporter of Tue Ware. STueEeT Jounnar

House Speaker Newt Gingrich's pledge this past
‘weekend to drastically slow the growth of Medicare spend-
ing over the next seven years engendered new concerns
among those enrolled in the program.

No matter that Mr. Gingrich
promised that Congress would keep the
current system as an option for en-
roilees who want it. Many people are
nonetheless anxious-and confused about.
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the future of the government health-in-
surance program for the eiderly.

Here are some answers to commonly: asked ques-
tions about Medicare:

What does the budgel debate mean to the 37 million Ameri-
cans who are enrolled in the program, and to the doctors
and hospitals who provide care?

Specific Medicare changes will probably be ‘debated
for several months, but any substantial effort to curly
Medicare growth is likely to affect everyone involved
in the system. White House officials have suggested
that, as a result of the GOP drive to cut costs, benefi-
ciaries could end up paying an additional $3,000 or
more in out-of-pocket expenses over seven years—but
critics say that number is based on faulty assump-
tions and is too high.

It's safe to assume that beneficiaries would face
some increase in costs—whether from higher de-
ductibies and premiums or the imposition of addition-
al copayments. (The current monthly premium paid
by Medicare beneficiaries is about $46.)

Those electing to move into lower:cost managed-care
networks would probably be spared the exira expense.

The Progress and Freedom Foundation, a think
tank closely linked to Mr. Gingrich, has developed a
proposat that would reduce projected Medicare spend-

ing by $250 billion over seven years by encouraging
the wider use of managed-care arrangements and
medical savings accounts. Under the plan, a tradi-

~ tional fee-for-service option would be retained for

those who want it: bul some services thal are now
 fully-covered, such as home health vis-
" its and-laboratory tests, would require
copayments by beneficiaries,
Hospitals are bracing for proposed
changes affecting capital expenditures
and inflation adjustments for inpatient

_ further decrease in reimbursement rates.
In-remarks yesterday, at the Heritage Foundation,
Rep. Willilam Thomas, chairman of the House sub-
committee on health, said his panel would develop
Medicare-reform recommendations that used a *‘bal-
anced, shared™ approach to shore up the system
among beneficiaries and providers. And he said that
down the road, Congress would have to consider rais-
ing the eligibility age for Medicare from the current
65; the age for full S6cial Security benefits will rise
gradually to 67, beginning in the year 2000.

There is a fot of tatk about moving the elderly into managed-
care or similar arrangements. Bul didn't Speaker Gingrich say
thal no one would be forced into making such a change?

Yes, the speaker and other Republicans, mindful of the
political sensitivity of the {reedom-of-choice issue, have
repeatedly said the elderly won't be forced into man-
aged-care or ‘‘coordinated care” networks. But they
say many of the elderly will voluntarily make the
change 1o get the additional benefits offered by many
health-maintenance organizations, including coverage
for drugs and eyeglasses. Rep. Thomas said {latly yes-
terday that those among the nation’s elderty who opt to
stay in the traditional, [ee-for-service program proba-
bly would be required to pay more as the cost of the
program increases.

d-——procedures—Doctors-are-likely-{o-face-a-|-——

Is it true, as the Republicans say, that Medicare is in linancial
trouble and needs atiention?

Yes. Last month, the Medicare system's trustees

warned that unless changes are made, (h{’ hosp.u m
surance trust fund will be insolvent by 2

But some Democrats argue that mo cx(rcrm: -
genty in {ixing Medicare has been manufactured by
the GOP for political and budgetary reasons. They note
that last year's trustees’ report, which was simitar to
this year's, didn't stop the Republicans from blocking
_administration - éfforts__to _make ‘major .Medicare
changes as part of comprehensive health reform.

Karen Davis, president of the New York-based
-Commonwealth Fund, contends that the insolvency
projections are “highly uncertain” and extremely
sensitive to economic and health-care trends,

There is little doubt, however, that Medicare {aces a
long-term funding crisis, especially as the baby-boom
generation begins to reach eligibility in 2010. Action
needs to be taken to shore up the program, and the
sooner the better, many analysts say. “Any delay will
require more dramatic cuts and program changes in
the future,” says June O'Neill, director of the Congres-
sional Rudget Office.

Aren't waste, fraud and abuse a big part of Medicare's prob-
lem? What's being done about that?

No one knows exactly how muich is'lost each year to
waste. fraud and abuse, but the General Accounting
Office, in an admittedly rough estimate, puls the
number at around 10% of the program’s total budget.
Last week, President Clinton announced "'Operation
Restore Trust,” an intensive effort to ferret out fraud
in five states— New York, Forida, Dlinois, Texas and
" California—that together have nearly 0% of al
Medicare and Medicaid recipients. The GAO said last
week that abuse of 'the Medicare program's hilling
Please Turn lo Page BG, e 5
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~ Continued From Puage 51

system by doctors will cost the program $4
billiont over the next [ive years. .

But Thomas Scully, president of the
Federation of American Health Systems,
which represents for-profit hospitals, con-
tends that the best way toreduce fraud isto
privatize Medicare. "There's much less

 fraud against the privale carriers because
ey are mitich T better~at policing " he

says, - -

Q: What about the argument that
scaling back the rate of Medicare spending
growth without first passing comprehen-
sive health-care reform will cause doctors
and hospitals to raise prices for the pri-
vately insured patients to make up for lost
revenue?

A So-called cost shifting has become
much more difficult in the current highly
competitive, cost-conscious environment,
analysts say. "'Five years ago. people
would shift costs,” Mr. Scully says. "Now,
they tend to lay off nurses or doctors, or
buy less. equipment. There just aren’l
many people 10 shift the costs to.”




MEMORANDUM

To:  Distribution gy
From: Chris Jennings .
Date: May 8, 1995

Re:  Panetta letter to Dole and Gingrich on Tax Cuts/Medicare

In case you haven't already seen it, attached for your information is the letter Leon

~ Panetta forwarded to the Hill late this afternoon, challenging the Republicans to provide an

assurance that no Medicare cuts! would be utilized for tax reductions for the well-off. - We are
sending it to you so that you can be prepared for any questions about it and the
Administration's position on the funding of tax cuts. :
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THE WHITE HOUSE
| WASHINGTON

May 8, 1995

The Honorable Newt Gmgnch
Speaker !
United States House of Representanvcs

'l

Washington, D.C. 2051§
1
Dear Mr. Speaker: |
l

~ This week both the Housc and Senate Budget Committees are reported to be laying
down budget plans that mcludc Medicare cuts totalling between $250-$300 billion. As the
President stated at the White, Housc Conference on Aging, while the status quo is not
acceptable, we also must makc sure that we are dealing with Medicare and the Medicarz
Trust Fund in the right way: The right way to address such health care issues is to ensure
that the steps we are taking not only control costs but also expand coverage, preserve chmce
and ensure quality and affordable healith care for our people.

The wrong way, as tl'm President stated, is to use Medicare and Madlcald as a bank to

" pay for tax cuts for well-off Americans. Regardless of what budget or accounting devices

T Y

are used, it is clear that currfent proposals would mean that Medicare and long-term care are
being cut dramatically in order to ensure that there are enough savings to fund a huge tax
cut. It is unwise and unfmr'lto ask senior citizens to bear the largest cuts in history in
Medicare and long-term ca.re in order to free up funds for a tax cut for our most well-off
Americans. How could we Jusufy asking hundreds of thousands of families to lose their
long-term coverage and tens of millions of seniors to pay thousands more in out—of-pocket

costs at the same time we give the top one percent a 520 000 tax cut and allow major
corporations to pay no tax whatsocver”

The only way to gua&antec that historic cuts in Medicare and Medicaid are not
funding tax cuts for the wealthy is to drop such tax cuts now, clearly and .unequivocally.
Only when you have proposed and passed a specific budget that explicitly ruies out tax cuts
for the wealthy and ensures that health care savings are part of a sensible overall health
reform effort that works for everyone, can we start the vital discussion of how to secure
health care and responsible; deﬁcxt reduction for the future.

Sincerely,

Ch1ef of Staff

‘QC?‘\'\H QﬁTlIM
At o WO U R s oATA imow o A s ekt L oaimom



* United States Senate

WASHINGTON

May 8, 1995

|
/’ THE WHITE HOUSE
|
The Honorable Robert Dole f |
Majority Leader 4
|

!
Washington, D.C. 20510 |
Dear Mr. Leader: |

|

This week both the House and Se.nate Budget Committees are reported to bc laying
down budget plans that includc Medicare cuts totalling between $250-$300 billion. As the
President stated at the W’rme House Conference on Aging, while the status quo is not
acceptable, we also must make sure that we are dealing with Medicare and the Medicare
Trust Fund in the right wayl The right way to address such health care issues is to ensure
that the steps we are taking not only control costs but also expand coverage, preserve choice,
and ensure quality and affordable health care for our people. '

The wrong way, as 't{he President stated, is to use Medicare and Medicaid as a bank to
pay for tax cuts for wcll—off Americans. ‘Regardless of what budget or accounting devices
are used, it is clear that current proposals would mean that Medicare and long-term care are
being cut dmmaucany in order to ensure that there are enough savings to fund a hugc tax
cut. It is unwise and unfalr to ask senjor citizens to bear the largest cuts in history in
Medicare and long-term care in order to free up funds for a tax cut for our most well-off
Americans., How could wc justify asking hundreds of thousands of families to lose their
long-term coverage and tcns of millions of seniors to pay thousands more in out-of-pockct
costs at the same time we nge the top one percent a $20,000 tax cut and allow major
corporations to pay no tax: ,whatsoever?

| «

The only way to guarantee that historic cuts in Medicare and Medicaid are not
funding tax cuts for the wcalthy is to drop such tax cuts now, clearly and unequivocally.
Only when you have proposed and passed a spec:ﬁc ‘budget that explicitly rules out tax cuts
for the wealthy -and ensures that health care savings are part of a sensible overall health
reform effort that works for everyone, can we start the vital dxscussmn of how to secure

 health care and rcsponsxble deficit reduction for the future.

¢ #:icHin

|
f[ Chxef af Staff
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POINTS ON MEDICARE AND MEDICAID

1 .
1. SEPARATE ACCOUNTS OR BUDGET RESOLUTION CANNOT MASK THE
FACT THAT THE HOUSE REPUBLICANS WOULD NOT HAVE TO CUT
MEDICARE BY $300 BILLION IF THEY WERE NOT PAYING FOR A $345
BILLION TAX CUT: chubhcan proposals for separate accounts can't hide the fact that
‘they are making cuts in Medlcare that would not be necessary if the Republicans did not have
to pay for their large tax cuts for the wealthy. (Currently, according to the Treasury
Department their tax cut costs $34S billion over seven years. The Republican Joint Tax
Committec has estimated hxghcr costs) As long as Republicans have a $345 billion tax cut,
they cannot claim that they havc to cut Medicare by $300 billion either to balance the budget
or to shore up the Medicare Trust Fund. They could easily use redirect the savings they are
using for the tax cut to the Mcd%acarc Trust Fund. .

!
i
!
i

The chubhcans are saymg that cuts in Republicaps are like a faxmly that tells you
they are low on money and thcreforc have to cut their children's health care, while they have
$20,000 special account put away for a Hawaiian vacation. Most people would say why don't
you use some of the- specml vacauon account before you cut your kids health care.

J ‘

Gingrich continues to statc that they are every penny of Medicare changcs are for
Medicare. That is a purposely m:sleadmg statement. The House Republicans ciearly need the
Medicare savings as a key part of their savings for tax cuts and hitting a balanced budget by
the year 2002. Indeed, Gmgnch's spokesperson Tony Blankley candidly admitted "At the end
of the process, whatever solunons are reached on Medicare will be part of the budget‘

bottom line.” }E&:lnngmfgst, may 2, 1995 (Sec attached)

New York T‘mes’ “Little Meaning": As the New York Times said, “The
Republicans will a‘dopt new budget rules sctting Medicare "off budget” and
asserting that no chrs in Medicare could be used for anythmg but to shore up.
the Trust Fund. As a practical matter, this has little meaning. When the deficit
is calculated, off budget items are counted the same as others.... The
' Republicans will suu have to propose large cuts in projected spending for
; Medxcare if they hopc to balance the budget." (see attached)

2. THREE TIMES THE LARGEST MEDICARE CUT IN HISTORY: As llS_Nm_&
onld_nggn stated, the Repubhgan proposals would be three times the largest Medicare cut
in history. Unlike the Clinton hcalth care plan, none of the savmgs are plowed back into
health care benefits. t

3. NO PROOF THAT THEY CAN GET SUBSTANTIAL SAVINGS FROM MANAGED
, |

Medicare and Managed Care Because Republicans are simply nymg to fill arbitrary
bealth care savings targets.; zhat they need to hit to fulfill their campaign pmmlscs they
are arguing that they can gct substantial bencfits through managed care savings. While
manage care can bring some savings over the long run, the chubhcans bave no proof

!
|
'\1
N
|

|
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or support for the samn\g they ciann Even Republican appomtcd CBO Director June
O™Neill has been unwxlhng to say there are substantial savings through managed care
in Medicare. fl

. ol : ,
Medicaid and Managed Care: Concerning, Medicaid, the numbers speak for
themselves. Savings from managed care cannot produce anywhere near the magnitude
of cuts proposed by the \chubhcans Two-thirds of Medicaid funds are spent on the

- elderly and disabled, and there is little to no evidence that putting them in managed
care can produce savings. And because the baseline pro;cctxons already assume that a

growing number of mothers and children on Medicaid will be in managed care plans,
there are little adcihtxcmall savmgs 1cft in thc remaining one-third of the program.

4. ARE WE JUST CU'ITING‘GROWTH RATES OR BENEFITS AND
BENEFICIARIES: Gingrich fxcquently points to slowing down the growth rate to imply
that Medicare and Medicaid can be cut in a pamless fashion. Yet, there is 3.8% annual
growth in Medicaid (over 5% annual growth in the elderly and disabled category). If
Republicans succeed with a 5% ‘cap, it would limit inflation to about 1% per person ~- a
severe real cut each year. HCFA estimates that this would lead to 5-7 million less
children covered and 800, 000-—11 ‘million less disabled and elderly, often in nursmg homs.
Medicare growth per pcxson is very close to the per person costs in thé private sector.
While there may be savings in Medicare, so uniess there is real health care reform that lowers
costs overall, or lowers costs in the public health care system better than the private sector
system, the elderly will be gemng fewer benefits or paying more costs. That is why even if
you assume that only half of the, pro;ected Medicare cuts go to beneficiaries, this would cost

the average Medicare recipient betwecn $3100—$37()0 over seven years, and around 5900 pcr
year out-of-—pocket by the year 2002

st s s oS e84 ooty 1 st 4 ‘o -
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MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE:

Thank you for the op iort‘unity to testify before you on the Héspital Insurance (H1)
I

Trust Fund. ;

|

|

Before | begin that discussion, let me call the Committee’s attention to a matter in

which | know you have a gr‘éa‘t interest.

i
, i ,
Last week; at the White Housc Conferénce on Aging, President Clinton
, | A
announced that as part of the Vice President’s Reinventing Government initiative, the

- Administration has formed a[muiti-State effort to identify cases of Medicareé/Medicaid
I ’
- fraud, ‘and to prosecute and p’umsh those who willingly cheat the government and

wvictimize the public. !

We call it "Operation [Restore Trust." This is the first step in our aggressive plan

to reduce fraud, waste and abuse in the Medicare and Medicaid programs. We will

shortly be sending you a Iegiflatnve proposal to insure strong investments for this effort.

We look forward 10 bipanisé% suppurl for this impartant legislation.

@i

l . -
The first step we’ve already taken is an unprecedented partnership of federal, state
and private agencies in five states with nearly 40 percent of all Medicare and Medicaid

i | N .y .
beneficiaries: New York, Florida, Illinois, Texas and Calitornia.

i

i

I]
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2 .

For every dollar we sp?nd on Operation Restore Trust, we will save six to eight

dollars in reduced spending and court awards. It is an effort that makes fiscal sense and

will assure all Americans that/we will not tolerate these crimes against our seniors.

}

disclosure pilat program that will allow companies to come

?_
|
|
It includes a voluntaryi

i

, | ‘ . )
forward with evidence of fraud or errors they have discovered within their own
; , ' i .
organizations.

|
|
|
i
| . ,

Participation by the quiic, including physiuians and beneficiaries, will be crucial
to the success of Operation Rlestore Trust. A special hotline for the public to report fraud -
~ |
and abuse will be put into effect later this month.

l

Our responsibility to our seniors is one that this Administration takes very
seriously. Operation Restore Trust is part of that responsibility; the solvency of the

Health Insurance Trust Fund lis another.

Mr. Chairman, turning to the matter of today’s hearing, | want to quote the great
words of Franklin Delano Roosevelt, who gave voice and vision to America’s desire to
| : :
provide income and health security to older Americans.

3

Roosevelt once wrote| that, as Americans, "we always hope ... there is a better life,

a better world, beyond the horizon."
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it is reaching that horizon ~ and protecting our older Americans — that brings us

* here today. - i
1
As you Know, my fellélw Medicare Trustees and | recently reporied thatl the HI

Trufst' Fund will he depleted iéél'the year 2002.
| |
The Clinton administration believes that this is a major problem that dese{ifes :
serious bipartisan attention. | |
|
|
Let me begin by describing thre HI Trust F'un‘dv and the services it supports for

older Americans.

" The HI Trust Fund prir}narily pays for in-patient hospital care and also covers

expenditures for home healthi services, skilled nursing care, and hospice care.

|
In 1994, it paid for 51}04.5 billion dollars in services for 32.5 million aged and 4

‘ i
million disabled beneficiaries.

The Trust Fund is financed primarily by payroll taxes: Employees contribute 1.45

~ percent of wages, and there js a matching contribution by employers.
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However, in the years' to come, Trust Fund expenditures are projected to rise

| more rapidly than Trust Fund|revenues.

This is because of a current and anticipated increase in the number and

complexity of medical service{*s.

|
|
i
'

Driving the expected i!r'nbalance between expenditures and revenues is the
' 3 ,
demographic shift that will occur with the aging of the baby boom generation.

As that shift occurs, a; arger perceritage of our population will be eligible for
Medicare, and a cor‘responditggly smaller pércentage will pay the taxes that support the .

Trust Fund.

‘What does this mean?, The 1995 HI Trustees Report projects roughly another 7

years of solvency.
The fund is exhausted!in 2002.

These are well-understood trends:
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Qver the past 15 years, the Trustees have projected the date of insolvency to be
. anywhere from 1987 to 2005 and each year they recommend that Congress take action

to protect the fund.

When this President téiok office on January 20, 1993, he inherited an escalating

, ‘ | ,
deficit and a Medicare Trust I].?und that was projected to be insolvent in 1999.

»

Twenty-seven days Iatgér he proposed and then helped to pass a historic deficit

reduction ‘plan - the Omntb’u§ Buvdget Reconciliatiun Act of 1993 (OBRA 93) — that
, | . ‘
included several strong polici:es to strengthen the economy and the Trust Fund.

\1
!
[
i

Indeed, these proposa[s pushed out the insolvency date by three full years.
. ; ' ‘ ‘
i

i

. | .
The fact is, any significant changes in Mcdicare — whether in the financing,
eligibility, benefit provisions b‘r payment rates — will affect the entire health care system.

l : . .
Therefore, this administration believes that strong action to avoid depletion of the
! .
Hi Trust Fund should not beéundertaken by looking at Medicare alone.
Instead, we must consider this issue in the larger context of health reform, as the.

-~ Trustees recommended.
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We need an approach to protecting Medicare that is both bold and balanced.

The President has repeatedly called for meaningful bipartisan action on health

reform.

Some incremental measures have been proposed which may help but are far from

sufficient.

For example, we suppoit managed care as one of the choices available to
Medicare beneficiaries. This Administration has been aggressive in expanding HMO
~ enrollment by Medicare beneficiaries. And we are seeking ways to improve the choices

~ for Medicare beneficiaries, including the development of a new PPO option.

Over all, managed care enrollment is currently growing at an average rate of over
1 percent per month over the last year. In addition, 74 percent of all Medicare
beneficiaries have a least one managed care plan available in their area.
E .

‘However, we do not believe that financial coercion shoulid be used 1o force

seniors into HMOs,
;
Neither do we believe that managed care is the cure to all the troubles of the:

Trust Fund.
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7
Even the COngressional Budget Office acknowledged that managed care will not

achieve the savings required to maintain the Trust Fund’s solvency.

A
i

Medical Savings Accounts (MSAs) have also beeh suggested as a way 1o help tkﬁe

trust fund.

Generally, MSAs would replace Medicare with catastrophic-only covefage. They
‘ wéulcj give beneﬁciaries tax incentives to save for all of fhéir other health care expenfsfes'.
Usually tffat \.A.fcul:d.ar.m.;vunl, o the first sev‘eral.thousahd dollars pér year. l
y
While MSAs might have some appeal to the young, healthy and wéalthy,t miost of
our seniors are noné of these. ‘
There also has been talk of Medicare vouchers. In such a scheme, Medihafe‘sf
guarantee of Cc)vé’rage would be replaced with-a check - of a fixed amount = that ser;iors'

would use to shop for insurance.

Our concern is that vouchers have the potential of leaving our chronically ill .

seniors, who are the most vulnerahle and whose treatment is the most expensive,
o

without effective coverage.
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Let there be ho mistake, solutions focused solely on Medicare could cause great

harm. Let me give you a few examples: i
Reductions in payments to providers would have significant effecis on their
overall financial condition. ;
‘This is especially true for facilities whose patients are predominantly Medicare:
beneficiaries or uninsured persons, whether located in inner cities or rL)lr'a'l‘areas;
N - " . . . [
In fact, large reductions in Medicare payments would have a devastating effect on
_urban hospitals that already are providing a disproportionate share of uncompensated .

care. -
Large reductions in Medicare payments could also endanger rural hospitals.

Nearly 10 million Medicare beneficiaries (25 percent of the total) live in rural

America where there is often only a single hospital in their county.

Thése rural hospitals tend to be small and serve primarily Medicare patients.
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9
Significant reductions in Mediéare revenues will cause many of these hospitals,
which already are in financial distress, to closé or to turn to local taxpayers to increaée
‘what are often substantial local subsidies.
For example, in 1993-94, for 56 percent of rural hospitals Medicare payments ;

were less than the hospitals’ costs for treating their Medicare patierits, For 29 percent of

rural hospitals, their total revenues did not meet their costs.

" Rural residents are more likely than urban residents to be uninsured, so the
practice of offsetting the effects of Medicare cuts by shifting costs to private payers is :

more difficult for small rural hospitals.

Moreover, rural hospitals are often the largest employer in their communities;

closing them will result in job loss and physicians leaving these communities.

Other providers may shift their costs onto payers who do not have the market’

power to negotiate advantageous rates.

* This means that ultimately many small businesses and individuals - those
Americans who are already paying the highest health insurance premiums - will

shoulder even larger shares of health care costs.
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i
i

(10

Large cuts in Medicare could also hurt beneficiaries — about 75 percent of whém

~ have incomes below $25,000 dollars. '
|
For the typical beneficlary, out-of-pocket health costs represent 21 percent of |

~income, -

‘ | - |
Increasing out-of-pocket costs would be the equivalent of reducing their Social
Security. Dr. Chater will provide you with more information about the incorme ‘position-

" ‘of Social Security rccip'ic‘nts.
Atternpts to restore the solvency of the Trust Fund cannot underrine our !
commitment to provide health security for older Americans - right now and in the
future.

Mr. Chairman, we cannot destroy Medicare in order to save it.

The Administration takes seriously its responsibility to current and future Medicare

beneficiaries to insure lhe solvency of the Trust Fund.

: The Heélth Care Financfing Administration (HCFA) continues to make many

program changes to improyve’ the efficiency of the Medicare system.
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11
As a result, on a per enrollee basis, Medicare grew at a slower rate than the

private sector between 1984 and 1993 - 7.7 percent compared to the private sector’s

9.8 percent.

Medicare continues to compare favorably with the private sector.
For the years 1996 to 2000, CBO projects that the average annual per capita
~growth rate for Medicare will be 8.2 percent. This rate only slightly exceeds the groi;vth ,

rate of 7.2 percent for private health insurance.

As we address these issues, we must remember that Medicare does not stand -

alone.

It is an integral part of a larger health care system, as well as the federal budget.
Therefore, the Congressional budget process cannot be divorced from the attempt to '

assure the solvency of the Trust Fund.

We continue to insist that inciemental health reform — and not tax cuts for
wealthy Americans — should be the context for long-term solutions to the problems of

the Trust fund.
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Last week, in his speech at the White House Conference on Aging, President |
Clinton challenged all of us to put aside partisan differences and address the Iohg’-{eréﬂ

|

needs of Medicare and Medicaid.
He was very clear in saying that he does not support the status quo.

And he was equally clear in saying that he does not support proposals that will
slash these programs and worsen the health care available to hard working American’

families.
He emphasized that we must put the American péople first.

Let me quote the President when he said, "l will evaluate proposals to chang"é;
 Medicarc and Medicaid based on the issues of coverage, chaice, quality, affordabi{it)}

and costs.”

With these principles in mind, we look forwaid to working with the Congress to
develop lasting solutions to Medicare’s fiscal problems — to reaching for a horizon in

which all Americans enjoy long-term health security.

" Thank you, and after Dr. Chater’s statement, we would be happy to answer any

questions you may have.



