
,~. 

DATE:__---,-___________ 

TO: C'~ ,. i~ J (z';?JnT 

.. ' FROM: Ya..v I'-j ;4ler(l(.. fb 

Cover Sheet Plus 2 6· Pages To Follow 

Telephone No: (202) 225-4021 
Fax No: . (202) 225-068() 

DEMOCRATIC STAFF - COMMITTEE ON WAYS AND MEANS 




It, , 

!WILl 

PmOJD \IoI"ho are covered by Medicare Pan A and who elect '0 enroll in Pan- B. 
will be eligibl! tc select covenge provicicd b)' MediChoite health plNU. th~ 
Medisave OptiGn. or Employer, tinion, or ASSQci.atian-sponsored hel1lth plan!, 

A greatly e:<panded. choite of plan options win be mlde ."....Hable to Medic::a.re 
benefidariel at time of initial eli&ibility and during subsequent cCQrdinated 
annual open enrollment seaSOIlS. as follows. 

elan Enrollment Qptiqos At Time af Initial EndtlemcOf to Medica.re 

UpCR becoming eligible far Medi..ate benefits, beneficiaries may cheose \0 

enroll in any ono of the following: 

- origioal fee-fur.sct"Vice Medicare. ~ referred to u the 
fee-fiB:'-service (FFS) p1aa; 

- a privatel), admlni&t.emt MedlChclic.e health pI.. in their matke1 area; 

- a ~tel)' admirLi.stcn:d Medisave health .pla:D; or 

- an EmplO)'ft'-spansored, Associa1ion-spoDSCred. or Unio:l.l-5poumd 
heal\h plan fir wbicp. !hey ate elilibJa. 

Arurual Cgordirmb;d Oocn Eomllment -

BeDeficiaries will. haw tb.e opportunity tD cha.nse their Medicare covaap ODCI

each yeu' dmins I. cponiinated cpeD cnmllmcat period in which all qualified 
plans must ~ipate. except Emplayer-apaD.Ioml plaas. 

--' Employcl'-spoIIIOI'OCi .,lara.s would Dperate UDdet- oondmlOUS apen amilJrnmt 
procedures u.ader wlUch Mired. employees, also e:m:itlod 10 Medicare. CGGlcl elta 
r.c com. in tbe Med.icare-qualied. EmploY1r plan Wubout a teak in 
cavcrage. 

Duri..DI the amaa! aperl eDf01lmeDl period. baldicimim may elect to c:DrDll in 
the FrS pUn. aa.y MdCholCl: beaJtb p1a ill. dw:if area, «.aay Auocialiaa
spODlol'ed. pia or tmi.cn.-sponsored plan JDr wbida they are eti811llc. 

http:Medica.re
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WQI hneru Ii xCep~iODS 

Ber:cficiuies mal-'elect the Employet-sponsored plan option "por. reurement and 
if elig:ble for Medica:e. 

A benefLc:.a.ry anr{Jlled ia an Employer.spoosored plan who subsequently elects 
r:.odlsenroll from sucn III plan and enter a MediChoice bedth plan. the FFS plan. 
Ot' an AssocialiOD.-sponsored plan, ~'(Iu!d be precluded (rom reenteri.cg the 
Employer-sponscred plan i.n the (ururc. 

Beneficia.ri.es alSY ~ler:t the Medisave hcahb. plan cplion only upon initial 
cIltillcml1l\ tD Medicare, 

Benencia.ries iniuaUy e1ectins the M.edinve health plan would 1»vc a i20 day 
c:ooU.Dg-otr peri-ad ctu.ti.c& which tIK' beneficialy could teiler3e ==1CctiCB aDd 
choose instead to eru'Oll in !:be fFS plan, untU the CoJ1CMing open enrollment 
period.. If a ~ueficiary disemoUs at aD.)' lime fmm the Medisa:ve opti011t du: 
beneticiary is precluded 170m re.selecting the Mcdisave optian in the mlW'C. 
Special MecUChojce Haith Pl&1 pjsegmltment ~!Uj 

Beneficiaries aIay peti.tion the Secretary to disem'Oll fiom a MediOmicc plan 
heCon! the n&Xt open comllmcnt period, and ntum to tlH midu.a1 FFS plan or 
select a Mc:diCbOic.c !'lao.. if ~ bcn.e5c:iar)i CII\ cI.cDu:!n.snte \bat the plan 
cOrnml'aed any OM oftbe foUcnriDs~ 	 . 

violated 1bc: health plan., C4ftIJ'8C1; 

-. 	 misrepresblled tho. bcakh ptu.'s lMmetiu .. operaciag. 
proceduns in miabtins the plau. to the beDeficUuy; ar 

providc:d poDf quality c::I:R to cba bc1.:H:fu:u;..y: . 

The Secrcbll'y must Mtahlisb pn:ICedwes thai permit expditecl dispa&idoa of 
such easel. 

MedJCheiee Piau 	 ... 

.Thraush MeCiClXlice plaM, a 'VUiety of DeW' delivery 1f*!1D aptioas (,..:h III 
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pn:fel.'2'ed p[c"id~r arsanintions and poinc of servil:c products) will be: made 

available: to Medicare bene!iciill'iei 


. ;:h:aJ.th plans musr apply to ~ Secretary for ceniflcacton :0 panictpate .as a 
MediChoice plan. 

The SecretarY will esta.bl ish and a.d.miruster D18r'l.UlOr,t cenilicatit)D ucdards for 
MediChoic:e plms in the fo~klwing areas: 

matketins; 

\!l!1IoUmeJU; 

disenrollme:::u; 


beaefiu (ceveted services., anti pnmiums and ccst-.sbarinl requ.ire!tlenlS. if 

applicable); 

- cmcr&ClIlGY and out-of..plan $crv1CClj 

- repol1ingidisc:Josure; 

- deUvery s)'stem mmdards 
,.. sc:rvic:e are.is 
• p1aa capacis)' 
• KCes& IlQ p:ovidI:rs; 

- solveuGy. 

~ aDd appeals; 


- sanctioas; 


-' Ciuality IS1iUiBlU stIIJdards. both iDtImal BOd ex:teml.l lA'lJ8i'ams, (Me

addiu.:mal ' •• '\.proviSIODSJ. 

The foderal clHtific:ation IIIUldard.s ndat; 0JIly ~ plI.at- panidpllion ill Ib.e 
Medicare prognm Ind cia nCIl pnemJllllt'ate regulaljoa. of J.aLth plans. 

The Secre:btly may impose user fees CD M&diChoice plaDS to ~.:thc 
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cellS Qf a,e certifica.1:ion pro,gram. 

M~dlChoik; AdvjsOty GIg 

The President shall appoint a. MediCtloice Ad\'ls«y Oroup to offeT to the 
Secreury recommendations on &:Irtific:ation .su.ndard!. 

. . 
The MediChoke Advi.soryGroup shaU inch.:d. members witl\ ftltiocal 
rccognitiotl fOf tltcir expenise ;n the busirless of insumna:, health care delivery, 
health economics, and related fields. 

Qls.UN Acqediwiqn 

Heahh pla.as mUS'l. ~ .cQ'CcUtecl aa meetia& qualily standards Ut order tel 

patticipate in U1c Med.iChoicc prosram. 

The Sccrctil.t'y will' d.etcrm.ine .the ~ or quaIit)' aa:n:dkation. 

The Secretary may prov;de that priV1le accred.ilatiOa by an approved 
C'1rB!lni 2 sbon is suf!ici.ent to deem a plan IS meetiq the quality IISSUfilnCC portiOll 
of the eertific:ati~ seand.art.b far partic.ipatiaa hi MDdiChaice. . 

To aUow ac:crellitatiOQ by a private agmcy. tbc SccNlaly IDLIII cmsUI'C that the 
agency's acc::redUatic:J IUIXiards are at IeuI equal tD _ quality assurance 
stan.~ established by me Secretary. 

The SecrtW'y abalI e:*bJish quality USUtaIlcoe atmdards cuva:inB: 

-- qualily managenu!J1t mel improvemHJl proc;esses; 

utili2:atica mana III'mmt; 

~j 

- 1m iDtcmal pevl.l:lCl: process; 

- padell1 access to wriaen ID4 othe:r iDfbn.'JuIlIiGD about die p. ibI savic:Cl9 
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pl'o""ir:ic:rs of c:.\~. and plltier,t righlS and *ponsibilities; 


- !'d[iem pri'w"aCy; aw:1 


mediell.! records. 


Quality M;!SYn!ment 


The Secretary :.ball establish que.liry ~ment s'Wld.ard.s based on 
rer,;Qrnmend&tioas by a WDrking Group em QuaJ.i.ty Measul'ernent. 

The Wcri:ing Group shall be IIl&CC up af c"Cpcrts in health care quaJity, <laa. and 
c;:omwner RpOns. 


The WorIdns Group shall make recommeada.ti.~_ to the Secrct.llry on: 


estabtistLing tOlDmputl:ir-ba.se4 paW=t n:emds, in.cIud:'ing iuues regarding 

privacy; 


saanc.laRJ.izing clinic:al data col.leCtiol1lDJl (ranpnission; 


standuc:ti2ing =nsumet sa:d.s6c1icm clalacollection; 


- eppropria.tr: Uses of SLICh data: and 

- the fcxmat for informi.ng bene:fkillJ'iU regarding the qu.aliI:y perlLlrlXlaJlC8 of. 
MediCboice bealth pIaas•. 

FjMncial SolYCDQ' and Capital M;gw:y 

__ 0 The Secrecuy all escahlilh financial solve1lcy and capiUlId.eqwu:y SfaIKIards, 
based DO recmnmemdallcns made by b NI'ticlDal Auociati.cm of hasurance 
CommissiCD.a'.l by March 1. 1996. 

Cgommer Pmtl;diON 

All ~btiD& IIIIteri.a.ls m.wrl be appcm:d under pideliDC$ cstabllIhed by 
Secretary. The Secretary :D11 cse.blislr"'oa.e-stop- approval procechns fOr lilY 
plan cmified to offar bcD.cfiIs in mare tb&Il ODe II1IIrica 
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Tile Seemsry shall establish fair direct sates guidelines. incLuding a prohibLlion 
. agatnst a.gents completing enrDllment ferms' for bcneficia.';es. 

De-ellIS 

A,.cqui:E:tIlmnts for Oa$ic and suppleme1ltal benefit off'crlDp by MediChoiCit plans would 
be enabli!!hed as fo llowa: 

MediChoice ,laDs shan affer Icrviocs cquivalczlr ,~Medic.-.: covc:rcd.services in the 
~FS plan, bu.« with disc:rc:rica en delivery ~es. 

Mec:liCboice plans may establish c~t...m.:ml apprapriUe to die d.divay sys~. 

MediCaoice plans caDIlO'I place l.Dni.tatiom Clfl iDJ*iac b.ospital day" tba! I£e more 
rc:sttictive lhan·1hc FFS plaa. . 

Any sup,Plemental btoefils affHcd by MaliChoicc praa. are opdaaal lbI'me 
beneficiaries (rhcy may dc:~ to .. DOly Median: bc:u::flta}. 

Beneficiaries may s:mr.d iiUplJlemntal coverage offeftd by lIlY 1{UIli&d.1u:aJ.tb plan. 

Beneficiarie!l will iclect lheir supplC1llielllW gcweraee da.iaS the I8.IIIe mmUmeDt perilXS 
lIS fer basic: Mc4icar; bc:De6ts. 

,fn:m.i111D1 aad Pay....t Rates 

A series of n.de:!I on MediCboice planst premium clcftIopmcmt.. md the
_... deve10plllCm ofa ~ pDl:C' will be ~ 

Hc-alth Plan Prewpbmt.lybmiSAjp!l Std. 

Health plans m.1lSt su1mit prem..ium.s fbr tobI pJm'. bcac& package aa.d 
infc:mna.tiCXl an the plan's McdiCbGice eDftIlh:Deut eapa.city, lOr each maria:t an:a. 
10 Ibe Sr:cnItary by I. "-. detcrm.illed by &be Secn!:a.rJ. 

.". 
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- The premiums submittcd by the plans for Mcdic:are benefits shatl be the tDtai 
premium. require4 by the p\Bn. . 

Once submim:d. h.calth plans may not d:\ange their premiums "'luil the next .vear a.'ld must collett &om the bene6cjary the difference betwtert. the total. . 

premium and. the MediCho;cl! nue, if the MeriiChoic::e rate is lower. 

Health pla..tU. must a.gree to serve all beneficiaries ill a market area on a "fim

come. ftm·scrvc" basis, up to pla.n capatlty (~ dut c:urrent enrollees have 

priority over new enroUecs). 


Markee-Baud MediChojc:e Ra!e's 

In UGh. muket arc.., benaficiariesin Med.iChcice health plans will get a. uniform : 

MediChoice nte JiBid OD their bdulf to the plan of their choice. 


The ~Cboicc: rate will be the Low« of: 

_- ___lhe_ madc. ra!!;~. 
~~~ 

- me FFS proxy prcllli\tul. 

The m.a.rla=t IlIIc Wiu equal the averaae ofpiemiums submitted by p1am in the 
Dlari:a area leu a pe~_t:a.p of the ~e betwCCD 1bc average and the 

. loweSt pricetl plan. 

PayrncrQ to McdiChoice H!!:BIth PI_ 

The Me4iCboi.ce rate· will be adjusted fbr clcmosraphiC and risk factoiJ bcf'ore 

paymentS IW made ~ Mecll~ hclbh ~. 


MgjiChoicc Premiums and Rebates 

[f a beI1e6ciary earalls in a MediChalce plaD that cbarp:s less tbD the 
~ rate.. tb:= plan will rebarc tbo diftkeuce tD the. beDeficilry in cub. 
cr,. Ihc bc:aeficiuy'. option, apply the ci:fJa1ii1DCe to supp1ema1al c.awnse 
premiums. ".. 

1-7 
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If a ~nl!ficiarY ~ib in MediChoi.c, plan Ih~ c:haraes .. pn!mium in UCfS! of 
the MediCbotce race in rhe market area.. Ute' bcmdiciary must pay lhe additional 
pl'1:m.itlm to the plan. 

Market Areas 

1'he Secretary shall be required to establish the Iet1BJlphi.c D01.lIldaria of Medicare 
mam:l ateas I.Cccxdir.1 to guidelines ret ilt ,Jeri-llllioa. ' 

Plln of lsaidcJJce 

Each Medicare IleDCficillY wll! be auipe:l1O I IDIJ'bt azel trued ora plal:e or 
principal mideDCe. 

Guj4cJin;s 

The Sccrc:Iary .halI let the IIUI1'Izt ... lD • nau:r tba~ 

atall:5 ftl.ItkIt _ dw are ..... tba oaw:idca. or tIu! Iquivllcnt of ~uatles in 
ue&I thu an atl= daipa~ and 

- QOvcrs a11ueu iDlhc Un.iIx:d sw.cs wilhout ov_lIp 

In eenet'al, a mecrOpoliaa mdatiC8l ..... (MSA) D:lIWS be iIlcluded In ODe mazbt 
area.. 

- FJowww.dleSeccclllymaymalce~.. t:Q.this nde to tIlow lIMIter 8!IIMt 
..... wDen loll MSA IS Jarac. but Ibc ~MSA .... II'CIIS IIW1 be SlIt III • 
na1II'I&r dW d.oa DOl SlpCp1e the MIdicarc popdldloa .,. '"** ..taus. 

_.... ''111 BIlUZlAHiCl 

In aeunJ. Che Sea:eta:r daU IGOepc mDet IIIIIItI Ilia lIuil4' Up. bauDdades 
c:ata.bUshed II)' States Car JlIiYate beBhI& iIISUraIe priII_. cOaaallMa or Iimilu' . 
iJaUnDCI JI'lItPOtetJ if: . 

tbe State boundld.. dO act praenDy 'ViDIIil tbI: IUIe ntpIIIiDl .mz0p0liaan 
lIIliIiic:.:lll 1r"IU; md. 

• 
aclaptiaa the SUt'e bauDdaria wU1 cal caafllcI "fritb markec cas fa bGrdedD. 
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SliJte boundaries that arc. ,,"4 to. eSlabliJn Mcdich mark!:1 tlrl!3$ nelld nOf be 
contirJou,s ares. 

Adm in fatJ'ltioa 

The Sec:retu}· will be requited to enabli.sh and admiIlia:er a toordinaICd open 
enrollment system for MedicarCJ beneficiaries enc;ompus!ng aU MIldiChoicc and 
Medipp choicel. 

CpAJIing EISUmern 

Tlie Secl'CtlJ'y \'rill CS'IItblLth II ~e.sl tin"", Whicb ba1eftdariltS 'Will elcc:' their 
ccweraae .1 ilIilia1 e811bUity 11'111 Ill: sulSsaquan 811Dual. co~e4 opan IHII'OIJznear 
period.!. 

.Beadciariea win _c:t chcir Me\ticua and .Ilpplomcnlal plus fUlClvdin11Lll1 MeGlpp 
covenp). durinJ Ib.e CO«4linUJ:d opal mmllmem l*iocl. 

QcC!ault EamlJmml 

8eDeftc:laric=s DOt submJa:m, iIA emoll.mcDt form will be autc:lmatic:aUy rmaIIc4 in Ihe 
1U1lD plln the, 'WIftI emaUad in for me prior "... 

. 
Ncrw tJene6da:i.el UCC IUblnittini om arvUmw form. will be aut:mMdcalty t.IIft1l1ed i.tI 
the fFS pla.a. . 

Cg'It1'aFfq.... 
no SeeTI'SIry lUll 00Q1aIct wid& I acmnl tatIIy La uch JWtcr .,. 10 prcwida 

intmlDlCloo U'I beaeiicllri. abou& their oovnp ~. 


- In JeIleraI. Ibe Secintay shalt use =xii., ami.. ad lDlaaiediari-. ....... 
cuter or mtca2r'lBII')' .. a.fr'eriIl, & McdlCholc:e -.JtJt. pia or .Medipp iu'tInlPM 
in lbe mukct IftL 

IafAmDD 8!r Btpc&1Irig 

&.eb maict .. COD1nIQOr IbIll pabIi.IIlaa - intanaaI:ka boatIe\ tbat. III provi.dn 
_ely to all Nec1icant beaef!cl.- to Jlll8it iDro1b::Dtm cIuria8 It Iahia1 eBlihUity 
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for Medicare and for subsequent enrollmenf peri.ods. 

The booklel will include informalion regardin.: 

- plan &vailUiUry: 

,lb.. premiums becwtkituics will PlY for !he variOlll oplicms; 


- qua1U:y fnfonnation. inctudinr OOl\lUmcr satisfaetioR infornution; 


- beMflciuy ristll.l,lWd mparmibilitics under the opdou. 


Each markel .. coacractOC" will 1111): 


- maiDlli:I _ IOC awnIIer for bene6c:hlI1mql.llftll: ad 


- lpom« enroI.lmeN: period Ilia, wfllt sdespencu provldin, approwd mcketln, 

rnatcriw from IU .. MadiOsoiae bcIldi pYas. 

EID,lCI)'IDftlt. Aaoclatiall, aDd Valol-spoalDnd Me1lIIO•• Piau•. 

Med1G1n: bene.ficicia will have new choicci Jo whldl. __ selected 
collditians they _ penDiUecl.tD caroU in ealployer-J1IOI1IOred. tSlaclal:lon
sporuored. or unioD-spcmsorecI' hallb ~. 

Ezaplo:ycm may 411tabiish MediChoioe heahh plans fbi" fomaer emplD)'MI ...... 
weir ..usa. . 

Permll' emp1oyt8l. shill be de:fIIed. by Ib.c emplDyv bill may nat exclude 
paraGM hued em health RUuL-,,-* 
Uaioc, IDa)' IIStabUsh a MediCboior: btaltII plaD fer Mcdic:ue-eliaibl. IiIIlian 
IDG1Ibm. 

QuaIiDecl A.uociatiOQl m.,. ...a MtdiCholce ·balth plu. r. Illl111ben. aDd 
JudI an- t1IUItlJ1teC Ihe ..,..0 stud.lda • 0Ib.c lwfed'Qllftcl pl-. ar:eat that 
tb.y may Umit camlbnent Ia members 01 the AIIociItiOD. 

t- 10 

http:penDiUecl.tD


In general. qualified A.ssociation plaN win: 

- ~ve a primary P'lrpose tkw is nOI rile provision of ~tediChoic:e coverage: 

not discriminate among members based on healdl statuS; and 

offer MediChoiee covc:rase to all rnemben who are eligible for Medicare. 

Medl Cboice PAYments 

MediChoice payments to Employer, Association, and lJnion-spoa.san:d plans 
shan be on the same basis u payments to 0Lh1f MtdiChoict plans in the lIluk.e.t· 
ana ill which a beneficiary Raide.. 

. . 
Allenwivel,. such plans nuay neFtiale a (.dInt paynaent me ec:rti5ed by the 
Secretary u \)ucigec ae1.lJal relilivo ca paymlHltS that wau14 bave been IDdc em 
behalf' of the Medieere enroilles. 

M.dilll'Ve, c.t.cropldt PIIDt 

Beneficiaries will have lIS optioa of ClWlliDa in , }Xiv.t.1e, catastrophic medical 
expense plan. C«DbiDcd with a med.ic:al 1BViDas· 1CCOWlt. . 

-
Eliafbiljtv eritpria 

To be eliaible 10 elect 1he MI:dlSII\Ie opt1aD, pa1IIOnI must 

be ctUlible for Medicare bIud GIl lilt 

maiaralrt • .-lified Medisave ac;c:GW1t.; 

- IIa1D1aLu qualified ~pbic QMdIall expaa 00-.; 

sdf·iDIut for the cWuctibll _ pay .n. medical apIDICIS fmm 1he 
KCaUDJ; and 

- toreao otl:I« Medicare coVe.. avdou pwallDCady. after 1Il.e clio,. of tI:M: 
JNtial~t!~ 
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Cooling Off pmoa 

Pe~ons e!el:'ting the Medisave op'Cion wiU have a llO-day cooling off period 
during· which they may eleet to swin;b to chi: FfS or I MediChoice plan. 

The Secretary shaU ree-oup any unspent caSh paYments or mdits made to the 
beneficiary during the time the bealficiary elected the Mellisa.ve option. 

Qyati~ High o,ductibie CQ)mU 

The: Secrer.ary will establish ~line5 for certificmicn of qualified cataitropbic 
medical ~.xpense pla.a coverqe, iacludlng n\lins requirements.. 

- The S deduc11'bl! s..ha11 be i.Ddexed to the CPL 

Medisave Pam!!gtS 

MedisBYe paymerdi shall be made cIiD:r:tly CO tbc iD.di.vidual's ~ave aiCCouat 
a.ad ,wiD eqIJ8l the Medi010ice rare lOr me m.adr.et area.. a4ustecl ftw 

cbmographic ~ 


,	Meetlbare Review CoaImiAioa 

A new MecliGaR Review Caaui':UssloD is established to lq)s.c. PraPAC aod 'Pat:. 

.:['he commissiaa Will rcpon Ul W JbIJc Corrrmia:ees CIG W"" .aod MMu cad 
CoDUDenx, wilbe s-.e Conmaitllee On FiIIIaIGc on all Mpecta at die Metfk:arE 
PI'O£nIDaruI JUtc:.recommendaliOQt to de Comm.i'Iha" chwnps. 

McJPl!crahUt 

The CommiSlioQ members will be appoi1Ual OD the ... bids' as a:a.«Dbtn sc 
appoinled to PruPAC I111I:b: c:anem lor. 

A.1JltW.tiWio.n .. 
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The C ornmiisionu wU'loriz:4 at S miHion eacb ,-us. 

&:.SU.it:cd AMual fkp:grt 

The Commission is required to pl'O'llide I!. Itpon; by Ma.rt:h 1 L'1o'IUUy coYering all· 
aspecu of tbl; :\.tcdiclU'1! prorram, in~lucl!n8 \WI.o'ysis IU'ld recommendations. 

The report mOLlW: 

asess fee·!br-senicc payment S,!I5IemS (PPS. aad 8.8aVS)~ 

- a.rr.aJy2e the distribution of MediCho.,. payment rates IQOS.S aw:tet areas; 

•• re!:om.m.teRd ujllSlOle1& ill paymenl:$ 10 McdiChnice Mahh plus Cor relative riaks. 

- rtI.XJl'lUII.eIId madific:aljolU to the Mc:diChoicc bmetit pacbac caofigr.uatiaos; 

- provide advice em. improvina die quality or care ill MediCboice haJl'b ptuas; ad 

- provide atlvice cmUNci.Dg access to c:ue f"O'Vid&d tpy Med.lChoice ~th pla:a.$. 


Wk1f.inJ R=c 
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SECURING THE MEDICARE TRUST FUND 

THE CLAIM: 

Republicans claim that they are cutting $270 billion from Medicare in order to save the 
program from insolvency, 

THE FACTS: 


The Republican $270 Billion Medicare Cut Is Not Necessary 


• 	 More than half of the cuts in the House and Senate bills have nothing to do with 
Part A and will not extend the life of the trust fund one day. 

Under the House plan, only about $130 billion of the $270 billion Medicare cuts come 
from Part A. The remaining $140 billion in Part B cuts go to general revenues. 

• 	 They raise premiums -- and none of that money helps the Part A trust fund . 

• 	 They lower payments to physicians and other providers of outpatient services -
and none of that money helps the trust fund .. 

• 	 Under the Senate plan, only about $120 billion of the $270 billion Medicare cuts come 
from Part A: The remaining $150 billion in Part B cuts go to general revenues. 

• 	 The Se!late plan raises premiums, doubles deductibles and lowers payments to 
health care providers 

• 	 It imposes a new Part B premium on beneficiaries with incomes above $50,000 
($75,000 for couples) --and none of that money helps the Part A trust fund. 

• 	 It gradually raises the eligibility age for Medicare from 65 to 67 -- and very 
little of that money helps the trust fund. 

The President's Plan to Secure the Trust Fund 

• 	 The President's balanced budget proposal shows that we can balance the budget 
and secure the Medicare Trust Fund without cutting benefits or increasing costs 
for people on Medicare. 



! 
, I 

Part A of Medicare, which pays mostly for hospitalization, is financed through the' 
Hospital Insurance Trust Fund. In April, the trustees of the fund reported that the trust 
fund would be unable to cover its expenses by 2002. The trustees have reported nine 
times that the fund would be insolvent in seven years or less. Each time, Congress 
has taken steps to extend the solvency of the trust fund. 

• 	 The President has acted three times since taking office to extend the life of the trust 
fund. 

• 	 In 1993, the Medicare trustees projected that the trust fund would be exhausted 
in six years. The President offered a package of .reforms -- opposed by every . 
Republican in Congress -- that pushed .back that date by three years. 

• 	 In 1994, the Administration proposed a health reform plan that would have 
strengthened the trust fund for an additional five years. 

• 	 Under the President's balanced budget proposal, payments from the trust fund 
would be reduced by $89 billion over the next seven years. According to 
career actuaries, this would secure the trust fund until 2006. 

• 	 The President's plan secures the trust fund without imposing any new cost increases on 
beneficiaries. 
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THE MEDICARE "LOCK BOX" 


THE CLAIM: 


Republicans claim that their Medicare cuts are not being used to pay for their $245 billion tax 
cut. House Republicans say that to prove that-Medicare cuts are for Medicare alone, they 
plan to vote on Medicare cuts separately. Senate Republicans passed an amendment in the 
Finance Committee creating a so-called "lock box" to put all of the Part B beneficiary savings 
into the Part A Trust Fund. 

THE FACTS: 

• 	 Both of these proposals are merely gimmicks. 

• 	 The Republicans could lower their Medicare cut by $150 billion -- take away every 
penny of extra premium increase, extra deductible '-- by simply lowering their tax cut 
by $150 billion. No accounting gimmick or separate account can hide that fact. 

• 	 Their reasoning is like a person who spends $5,000 less on health care for his family 
to pay for a $5,000 Las Vegas vacation but denies that he is cutting health care to pay 
for a vacation because he promises to put that $5,000 in a special trust account to pay 
for food and rent. Anyway you slice it, if he didn't have to pay for a $5,000 vacation, 
he wouldn't have to spend $5,000 less on health care for his family. And, anyway you 
slice it, if the Republicans didn't have to pay for a $245 billion tax cut, they wouldn't 
have to cut $270 billion from Medicare -- $150 billion more than is needed to secure 
the trust fund. 

• 	 The Senate Finance Committee amendment is also a gimmick. They create a so-called 
"lock box" to put all of the Part B beneficiary savings into Part A and claim that this 
means they will use Medicare cuts to save the trust fund, not to pay for their tax cut. 

• 	 By doing this, they are admitting that about $150 billion of their Medicare cuts go to 
general revenues to pay for the tax cut -- not to strengthen the Medicare Trust Fund. 
Then they say that they will transfer that $150 billion from general revenues to the 
trust fund. 

• 	 One could just as easily say that revenu.e from the income tax, for example, should go 
into the Medicare Trust Fund, but that would leave the government with nothing to 
pay for defense, education or the environment. 

• 	 This gimmick can not hide the fact that Republicans need $270 billion from Medicare 
because they want to give a $245 billion tax cut. If they simply lowered their tax cut 
by $150 billion; they could lower their extreme Medicare cuts by the same amount. 



SPENDING UNDER THE REPUBLICAN MEDICARE PROPOSAL: 

INCREASE OR CUT? 


THE CLAIM: 


The Republicans say that they are not cutting Medicare because they will spend $6, 700 per 
beneficiary in 2002 as compared to the $4,800 that is spent today. 

THE FACTS: 

• 	 Undercurrent law,the Congressional Budget Office (CBO) projects that Medicare 
spending per . beneficiary will grow from to $4,800 to $8;400 by 2002. Even by their 
own assumptions, the Republican plan would cut spending per beneficiary from $8,400 
to $6,700 in 2002 alone. That is $1,700 less per person than Medicare is projected 
to spend. 

• 	 If Medicare spending were constrained to the projected rate of growth in private sector 
spending, Medicare would spend $7,700 per person in 2002. Under the Republican 
plan, Medicare will spend $1,000 less per person. 

• 	 This is a cut because spending in Medicare will not keep up with the private sector. 
According to data from CBO, annual spending per person in the private sector is 
expected to groW by 7.1 % per year between 1996 and 2002. The Republican plan 
allows Medicare spending per person to grow by only 4.9% per year. That means that 
the increase in per person spending under Medicare will be 31 % lower than the 
increase in· spending in the private sector. 

• 	 ' The real question is whether $6,700 will allow Medicare beneficiaries to keep the 
benefits in 2002 that they have today. It will not. Because spending in the Medicare 
program will not keep up with rising health care costs, Medicare will buy less than it 
does today. People on Medicare will either have to pay more out of their own pockets 
or get less. 
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THE PRESIDENT'S MEDICARE SAVINGS: $124 OR $192 BILLION? 

THE CLAIM: 

Republicans claim that the $124 billion in Medicare savings in the President's balanced 
budget proposal amounts to $192 billion off of the Congressional Budget Office (CBO) 
baseline. 

THE FACTS: 

The President's balanced budget proposal includes $124 billion in Medicare savings as 
scored by the Office of Management and the Budget (OMB). 

• CBO and OMB have consistently scored specific Medicare savings proposals almost 
the same. F or example, OMB determined that the Medicare savings in the Health 
Security Act would be $118.3 billion; CBO scored them at $117.6 billion. 0 MB 
concluded that the Medicare "extenders" would save $28 billion; CBO found that they 
would save $30 billion. 

CBO's only analysis of the President's balanced budget proposal (June 16, 1995) 
said that the Administration's Medicare savings would be $128 billion over seven 
years. 

• Despite CBO's analysis, Republicans claim that if the President's Medicare savings 
were taken from the CBO baseline, the President's proposal would equal $192 billion. 
They reach this number by: (1) subtracting the projected growth in spending over 
seven years under the Administration's (OMB) baseline from the projected growth in 
spending over seven years under the CBO baseline; and (2) adding the difference to 
the President's $124 billion in Medicare savings. 

• The Administration baseline assumes that Medicare spending over the next seven years 
will be $70 billion lower than the CBO baseline. However, the baselines are different
because CBO and OMB make different economic assumptions. It is not -accurate 
simply to subtract the Administration's Medicare baseline from the CBO baseline and 
add that number to the President's Medicare savings number. 

• To measure the President's savings off of the CBO baseline, the President's savings 
can be calculated as a percentage of the OMB baseline and that percentage can then 
be taken offof the CBO baseline. Calculated this way, the President's $124 billion in 
Medicare savings equals $130 billion on the CBO baseline. 
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PREMIUM INCREASES UNDER THE REPUBLICAN PLAN 


THE CLAIM: 


The House Republicans claim that the Republican plan to raise Medicare premiums· would 
cost beneficiaries only $4 more per month in 2002 than the President's proposal. 

THE FACTS: 

• Under the House plan, people on Medicare would pay $18 more each month than 
they would if premiums stayed at 25% -- ,as under the President's plan. That is 
nearly three times the amount that the Republicans promise. 

• Medicare beneficiaries pay premiums to receive Medicare Part B (which covers doctor 
visits and other outpatient services). Those premiums are calculated as a percentage 
of the total spent on Medicare Part B. Under current law, beginning in January 1996 
Medicare beneficiaries will pay 25% of program costs. 

• Republicans are proposing to: (l) raise premiums permanently from 25% to 31.5% of 
program costs; and (2) cut spending in Part B. 

• When Republicans claim that their 31.5% premium amounts to only $4 more· than the 
President's proposal, they are comparing apples to oranges. They are not applying the 
25% premium and the 31.5% premium to the same size Medicare program. To 
compare the true premium increase - apples to apples - they must first take into 
account their spending cut and then apply the 31.5% premium and the 25% premium. 

• Under the House plan, people on Medicare would pay $87 per month in 2002. If 
premiums were maintained at the current 25% level as under the President's plan, 
beneficiaries would pay $69 per month in 2002. That means that under the House 
plan people on Medicare would pay $18 more each month. 

• The President's balanced budget proposal extends current law and keeps premiums at 
25% of program costs. Throughout the 1980s and early 1990s, Congress kept 
premiums at this leveL However, in the early 90s, Congress became concerned that 
keeping premiums at 25% of program costs would make premiums too burdensome 
and voted to set a dollar level in law. The dollar level for fiscal year 1995 was 
$46.10. But because health care costs have slowed, that amount was actually 31.5% 
rather than 25% of program costs. The Republicans would force beneficiaries to 
continue to pay this higher percentage. The President would leave current law in 
place, which automatically returns premiums to 25% of costs in January 1996. 
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REPUBLICAN MEDICARE "CHOICES" DON'T SAVE MONEY 

THE CLAIM: 

Republicans claim that new Medicare private plan choices will save money for the'Medicare 
program and its beneficiaries. Specifically, the Republicans say that by making more 
managed care and medical savings accounts (MSA) available to beneficiaries, they will save 
$30 to $50 billion over seven years. 

THE FACTS: 

Both House and Senate Republican Medicare plans include new managed care options and 
medical savings accounts (MSA) for beneficiaries. They claim that these options will 
produce Medicare savings through competition and efficiency. However, the plans they are 
establishing are paid within the context of an arbitrarily set and capped Medicare budget. 

Republican Plan Achieves Savings Through Use of Spending Caps 

CBO confirms that the $43 billion in "managed care" savings from the Senate 
Republican plan come from spending caps -- caps on Medicare payments for managed 
care set at 31 percent below private sector growth rates (September 27, 1995). 

The House Republican plan also relies on payment caps to reach 'their savings. 

Under both plans, if the cost of Medicare benefits exceed the tight price caps, then 
beneficiaries will either pay higher premiums or get fewer benefits. There is nothing 
in the Republican bills that protects people on Medicare from plans shifting costs to 
them. 

Medical Savings Accounts Increase, Medicare Costs 

• 	 MSA~ use the savings from the reduced cost of a high deductible plan to fund a tax 
deferred grant to an individual which can be used to purchase health care. They are 
theoretically designed to encourage individuals to be more cost sensitive in using 
health services .. However, they tend to attract healthy individuals who believe they 
will not need health care. As a result, when Medicare pays a fixed contribution for 
those beneficiaries (based on average Medicare payments), Medicare is likely to 
overpay. 

CBO has concluded that Medicare MSAs don't save money, they cost money. CBO 
says that MSAs "would cost about $2.3 billion as a result of adverse selection" -
approximately $1,000 per person per year for each beneficiary in an MSA (September 
27, 1995). A Lewin-VHI Inc. study also just released says that MSAs cost between 
$15 and $20 bi'llion. 
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HIDDEN BENEFICIARY COSTS IN THE REPUBLICAN PLAN 


• 	 The Republicans have admitted that their plan will force people on Medicare to 
pay more: 

• 	 Both the House and Senate plans will increase premiums. 

• 	 The Senate plan also cuts benefits and doubles deductibles from $100 a year 
today to $210 a year in 2002. 

• 	 The Senate plan also gradually delays Medicare eligibility from age 65 to 67 
beginning in 2003. 

• 	 But there are hidden costs as well. Republicans have said that they will not 
retain financial protections that exist today for those people on Medicare. 

• 	 Today, when Medicare pays for physicians' services, it sets the Medicare payment rate 
for the doctor. Medicare also limits the amount above the Medicare payment rate that 
the doctor. can charge the beneficiary. This limitation on so-called "balance billing" 
protects Medicare beneficiaries from excess charges that so many of them can't afford 
to pay. 

• 	 Republicans have said that they will continue current limitations on balance billing for 
traditional fee-for-service Medicare providers. However, beneficiaries in "Medicare 
Choice" -- many of whom will join these plans because they can't afford more 
expensive fee-for-service -- will not be protected. RepUblicans will allow "Medicare 
Choice" plans to charge beneficiaries these extra amounts .. With deep cuts in federal 
Medicare payments, plans may respond by lowering their reimbursements to doctors. 
Doctors will in turn be free to charge people on Medicare more to make up their 
losses. 
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SECURING THE MEDICARE TRUST FUND 

THE CLAIM: 

Republicans claim that they are cutting $270 billion from Medicare in order to save the 
program from insolvency. ' 

THE FACTS: 

The President's balanced budget plan and the House Republican plan both extend the 
solvency of the Medicare Hospital Insurance (Part A) Trust Fund through 2006 -- but 
the President's plan does it with less than one-half of the cuts. 

• According to the career Health Care Financing Administration (HCFA) actuaries 
and the Republican staff of the House Ways and Means Committee, the Trust 
Fund would be solvent until 2006 under the House plan - just asund~r the 
President's plan. 

• House Republicans originally tried to claim that their balanced budget plan would 
extend the solvency of the trust fund beyond 2002. 

However, their original analysis ignores the fact that the House plan includes 
legislation already passed by the House that reduces the amount of income gping into 
the trust fund. The legislation repeals a provision of the President's 1993 deficit 
reduction plan that helped strengthen the trust fund. 

Of the Republicans' $130 billion in Part A cuts, $36 billion merely offsets the trust 
fund losses caused by this legislation, yielding a net of $93.4 billion to strengthen the 
Part A trust fund. 

Once this legislation is factored in, the HCF A actuaries project that the House plan 
will delay insolvency until 2006, the same year as the President's plan. 

• Republican counsel to the House Ways and Means Committee acknowledged this 
publicly during the COl1lmittee's markup of MediCare legislation. 

The Republican $270 Billion Medicare Cut Is Not Necessary 

More than half of the cuts in the House and Senate bills have nothing to do with 
Part A and will not extend the life of the trust fund one day. 

Under the Houseplan. only about $130 billion of the $270 billion Medicare cuts come 
from Part A. The remaining $140 billion in Part B cuts go to general revenues. 



They raise premiums -- and none of that money helps the Part A trust fund. 

• 	 They lower payments to physicians and other providers of outpati~nt services -
and none of that money helps the trust fund. 

• 	 Under the Senate plan, only about $120 billion of the $270 billion Medicare cuts come 
from Part A. The remaining $150 billion in Part B cuts go to general revenues. 

• 	 The Senate plan raises premiums, doubles deductibles and lowers payments to 
health care providers -- and none of that money helps the trust fund. 

• 	 It imposes a new Part B premium on beneficiaries with incomes above $50,000 
($75,000 for couples) -- and none of that money helps the Part A trust fund. 

It gradually raises the eligibility age for Medicare from 65 to 67 -- and very 
little of that money helps the trust fund. 

The President's Plan to Secure the Trust Fund 

• 	 The President's balanced budget proposal shows that we can balance the budget 
and secure the Medicare trust fund without cutting benefits or increasing costs 
for people on Medicare. 

• 	 Part A of Medicare, which pays mostly for hospitalization, is financed through the 
Hospital Insurance 1rust Fund. In April, the trustees of the fund reported that the trust 
fund would be unable to cover its expenses by 2002. The trustees have reported nine 
times that the fund would be insolvent in seven years or less. Each time, Congress 
has taken steps to extend the solvency of the trust fund. 

• 	 The President has acted three times since taking office to extend the life of the trust 
fund. 

• 	 In 1993, the Medicare trustees projected that the trust fund would be exhausted 
in six years. The President offered a package of reforms -- opposed by every 
Republican in Congress -- that pushed back that date by three years. 

r 
In 1994, the Administration proposed a health reform plan that would have 
strengthened the trust fund for an additional five years. 

• 	 Under the President's balanced budget proposaL payments from the trust fund 
would be reduced by $89 billion over the next seven years. According to 
career actuaries, this would secure the trust fund until 2006. 
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THE MEDICARE "LOCK BOX" 


THE CLAIM: 

Republicans claim that their Medicare cuts are not being used to pay for their $245 Qillion tax 
cut. House and Senate Republicans have created so-called "lockboxes" -- claiming that these 
"lockboxes" separate the Part B Medicare spending cuts from other budgetary transactions and 
that they preclude Medicare cuts from being used to pay for tax cuts. 

THE FACTS: 

The House and Senate proposals use different mechanics. The House lockbox creates 
a new trust fund and transfers money out of general revenues into this new trust fund 
in an amount equal to the Part B spending cuts. The Senate transfers money out of 
general revenues and into the Medicare Part A trust fund in amount equal to the 
savings resulting from increases in the Medicare Part B premium and deduqtible. Both 
of these proposals are merely gimmicks. 

The Republicans could lower their Medicare cut by $150 billion -- take away every 
penny 	of extra premium increase, extra deductible -- by simply lowering their tax cut 
by' $150 billion. No accounting gimmick or separate account can hide that fact. 

• 	 The Republicans' reasoning is like a person who spends $5,000 less on health care for 
his family to pay for a $5,000 Las Vegas vacation but denies that he is cutting health 
care to pay for a vacation because he promises to put that $5,000 in a special trust 
account to. pay for food and rent. Anyway you slice it, if he didn't have to pay for a 
$5,000 vacation, he wouldn't have to spend $5,000 less on health care for his family. 
And, anyway you slice it, if the Republicans didn't have to pay for a $245 billion tax 
cut, they wouldn't have to cut $270 billion from Medicare .:.- $150 billion more than is 
needed to secure the trust fund. 

By creating these lockboxes, Republicans are admitting that $150 billion of their 
Medicare cuts go to general revenues -- not to strengthen the Medicare trust fund. 
Then they say that they will transfer that $150 billion from general revenues to the 
trust fund. 

One could just as easily say that revenue from the income tax, for example, should go 
into the Medicare trust fund. Or as the nonpartisan Concord Coalition (chaired by 
former Senators Warren Rudman and Paul Tsongas) says, "[w]hy not throw in the 
GOP savings in farm aid and AFDC? Or why not go even further and have the 
Treasury write a check for several million dollars to the HI trust fund so we won't 
have to worry about it again for the next half century?" [Fax Alert from The Concord 
Coalition, 1 Oil 2/95] 
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SPENDING UNDER THE REPUBLICAN MEDICARE PROPOSAL: 
INCREASE OR CUT? 

THE· CLAIM: 


The Republicans say that they are not cutting Medicare because they will spend $6,700 per 
beneficiary in 2002 as compared to the $4,800 that is spent today. 

THE FACTS:· 

• Under current law, the Congressional Budget Office (CBO) projects that Medicare 
spending per beneficiary will grow from to $4,800 to $8,400 by 2002. Even by their 
own assumptions, the Republican plan would cut spending per beneficiary from $8,400 
to $6,700 in 20~2 alone. That is $1,700 less per person than Medicare is projected 
to spend. s 

• If Medicare spending were constrained to the projected rate of growth in private sector 
spending, Medicare would spend $7,700 per person in 2002. Under the Republican 
plan, Medicare will spend $1,000 less per person. 

• This a cut because spending in Medicare will not keep up with the private sector. 
According to data from CBO, annual spending per person in the private sector is 
expected to grow by 7.1 % per year between 1996 and 2002. The Republican plan 
allows Medicare spending per person to grow by only 4.9% per year. That means that 
the increase in per person spending under Medicare will be 31 % lower than the 
increase in spending in the private sector. 

• The real question is whether $6,700 will allow Medicare beneficiaries to keep the 
benefits in 2002 that they have today. It will not. Because spending in the Medicare 
program will not keep up with rising health care costs, Medicare will buy less than it 
does today. People on Medicare will either have to pay more out of their own pockets 
or get less. 
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• 	 According to the Concord Coalition, "Republicans -- against the advice of their 
brightest staff -- are pushing the budget debate into fantasy land ... The.. ;;;~nate would 
reallocate much of the proposed 8MI [Part B] savings to the HI [Part A] trust fund. 
The House would create yet another trust fund which would be credited with all of the. 
8MI savings. Both transactions are cynically devoid of economic meaning~ .. 
Because all federal revenues are fungible, the balance of any particular trust fund is 
economically irrelevant. What matters is the net difference between all federal taxing 
and all federal spending ...." [Fax Alert from The Concord Coalition, 10112/95 
(emphasis added)] . 
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THE PRESIDENT'S MEDICARE SAVINGS: $124 OR $192 BILLION? 


THE CLAIM: 

Republicans claim that the $124 billion in Medicare savings in the President's balanced 
budget proposal amounts to $192 billion off of the Congressional Budget Office (CBO) 
baseline. 

THE FACTS: 

• The President's balanced budget proposal includes $124 billion. in Medicare savings as 
scored by the Office of Management and the Budget (OMB) . 

. • CBO and OMB have consistently scored specific Medicare savings proposals almost 
the same. For example, OMB determined that the Medicare savings in the Health 
Security Act would be $118.3 billion; CBO scored them at $117.6 billion. ,oMB 
concluded that the Medicare "extenders" would save $28 billion; CBO found that they 
would save $30 billion. 

• CBO's only analysis of the President's balanced budget proposal (June 16, 1995) 
said that the Administration's Medicare savings would be $128 billion over seven 
years. 

• Despite CBO's analysis, Republicans claim that if the President's Medicare savings 
were taken from the CBO baseline, the President's proposal would equal $192 billion. 
They reach this number by: (1) subtracting the projected growth :in spending over 
seven years under the Administration's (OMB) baseline from the projected growth in 
spending over seven years under the CBO baseline; and (2) adding the difference to 
the President's $124 billion in Medicare savings. 

• The Administration baseline assumes that Medicare spending over the next seven years 
will be $70 billion lower than the CBO baseline. However, the baselines are different 
because CBO and OMB make different economic assumptions. It is not accurate 
simply to subtract the Administration's Medicare baseline from the CBO baseline and 
add that number to the President's Medicare savings number. 

• To measure . the President's savings off of the CBO baseline, the President's savings 
can be calculated as a percentage of the OMB baseline and that percentage can then 
be taken off of the CBO baseline. Calculated this way, the President's $124 billion in 
Medicare savings equals $130 billion on the CBO baseline. 
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PREMIUM INCREASES UNDER THE REPUBLICAN PLAN 


THE CLAIM: 


The House Republicans claim that the Republican plan to raise Medicare premiums would 
cost beneficiaries only $4 more per month in 2002 than the President's proposal. 

THE FACTS: 

• 	 Under the House plan, people on Medicare would pay $18 more each month than 
they would if premiums stayed at 25% -- as under the President's plan. That is 
nearly three times the amouilt .that the Republicans promise. 

• 	 Medicare beneficiaries pay premiums to receive Medicare Part B (which covers doctor 
visits and other outpatient ·services). Those premiums are calculated as a percentage 
of the total spent on Medicare Part B. Under current law, beginning in Jan~ary ·1996 
Medicare beneficiaries will pay 25% of program costs, . 

• 	 Republicans are proposing to: (1) raise premiums permanently from 25% to 31.5% of 
program costs; and (2) cut spending in Part B. 

When Republicans claim that their 31.5% premium amounts to only $4 more than the 
President's proposal, they are comparing appl~s to oranges. They are not applying the 
25% premium and the 31.5% premium to the same size Medicare program. To 
compare the true premium increase -: apples to apples -- they must first take into 
account their spending cut and then apply the 31.5% premium and. the 25% premium. 

• 	 Under the House plan, people on Medicare would pay $87 per month in 2002. If 
premiums were maintained at the current 25% level as under the President's plan, 
beneficiaries would pay $69 per month in 2002. That means that under the House 
plan people on Medicare would pay $18 more each month. 

• 	 The President's balanced budget proposal extends current law and keeps premiums at 
25% of program costs. Throughout the 1980s and early 1990s, Congress kept 
premiums at this level. However, in the early 90s, Congress became concerned that 
keeping premiums at 25% of program costs would make premiums too burdensome 
and voted to set a dollar level in law. The dollar h!vel for fiscal year 1995 was 
$46.10. But because health care costs have slowed, that amount was actually 31.5% 
rather than 25% of program costs. The RepUblicans would force beneficiaries to 
continue to pay this higher percentage. The President would leave current law in 
place, which automatically returns premiums to 25% of costs.in January 1996. 
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REPUBLICAN MEDICARE "CHOICES" DON'T SAVEMONEY '. 

THE CLAIM: 

Republicans claim that new Medicare private plan choices will save money for the Medicare 
program and its beneficiaries. Specifically, the Republicans say that by making more 
managed care and medical savings accounts (MSA) available to beneficiaries, they will save 
$30 to $50 billion over seven years. 

THE FACTS: 

Both House and Senate Republican Medicare plans include new managed care options and 
medical savings accounts (MSA) for beneficiaries. They claim that these options' will 
produce Medicare savings through competition and efficiency. However, the plans they are 
establishing are paid within the context of an arbitrarily set and capped Medicare budget. 

Republican Plan Achieves Savings Through Use of Spending Caps 

eBa contirms that the $43 billion in "managed care" savings from the Senate 
Republican plan come from spending caps -- caps on Medicare payments for managed 
care set at 31 percent below private sector growth rates (September 27, 1995). 

• 	 The House Republican plan also relies on payment caps to reach their savings. 

Under both plans, if the cost of Medicare benefits exceed the tight price caps, then 
beneficiaries will either pay higher premiums or get fewer benefits. There is nothing 
in the Republican bills that protects people on Medicare from plans shifting! costs to 
them. 

Medical Savings Accounts Increase Medicare Costs 

MSAs use {he savings from the reduced cost of a high deductible plan to fund a tax 
deferred grant to an individual which can be used to purchase health care. They are 
theoretically designed to encourage individuals to be more cost sensitive in using 
health services. However, they tend to attract healthy individuals who believe they 
will not need health care. As a result, when Medicare pays a fixed contribution for 
those beneficiaries (based on average Medicare payments), Medicare is likely to 
overpay. 

• 	 eBa has concluded that Medicare MSAs don't save money, they cost money. eBa 
says that MSAs "would cost about $2.3 billion as a result of adverse selection" -
approximately $1,000 per person per year for each beneficiary in an MSA (September 
27, 1995). A Lewin-VHI Inc. study also just released says that MSAs cost between 
$15 and $20 billion. 
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ELIMINATION OF "BA.LANCE BILLING' PROTECTIONS: 

HIDDEN BENEFICIARY COSTS IN THE REPUBLICAN PLAN 


The Republicans have admitted that their plan will force people on Medicare to 
pay more: 

• . Both the House and Senate plans will increase premiums. 

• 	 The Senate plan also cuts benefits and doubles deductibles from $100 a year 
today to $210 a year in 2002. 

• 	 The Senate plan also gradually delays Medicare eligibility from age 65 to 67 
beginning in 2003. 

• 	 But there are hidden costs as well. Republicans have said that they will not 
retain financial protections that exist today for those people on Medicare. 

• 	 Today, when Medicare pays for physicians' services, it sets the Medicare pa)iment rate 
for the doctor. Medicare also limits the amount above the Medicare payment rate that 
the doctor can charge the beneficiary. This limitation on so-called "balance billing" 
protects Medicare beneficiaries froin excess charges that so many of them can't afford 
to pay. 

Under the Republican plan, this balance billing protection will be eliminated. Doctors 
will be able to charge beneficiaries whatever they want in new private fee-for-service 
or high deductible medical savings account plans. 
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REPEALING PROTECTIONS FOR LOW-INCOME MEDICARE BENEFICIARIES 


The Republican Medicaid plan would repeal the requirement that states pay cost sharing 
(premiums, copayments and deductibles) for low-income Medicare beneficiaries. 

Current Law Protects Medicare Beneficiaries Who Can't Afford Cost Sharing 

Under Medicaid, states pay Medicare premiums, copayments and deductibles for people with 
incomes below 100 percent of the federal poverty level -- about $7,500 per year -- and ' 
minimal assets (known as "qualified Medicare beneficiaries" or QMBs). Medicaid also 
requires states to pay premiums for people on Medicare with incomes below 120 percent of 
the federal poverty level and miniinal assets (known as "selected low-income Medicare, 
beneficiaries" or SLMBs). 

This year, typical Medicare beneficiaries paid about $550 to cover Medicare Part B premiums 
and about $1,460 for all additional cost sharing under Parts A and B. There were, 
approximately 5.4 million low-income Medicare beneficiaries with Medicaid coverage. 
Medicaid paid about $9 billion (including both the federal and state share) to cover premiums 
and cost sharing for these people. 

Background and Legislative History 

These protections were enacted as part of the Medicare Catastrophic Coverage Act of 1988, 
and were one of the few provisions retained when the Act was repealed in 1989. The Senate 
voted 99-0 and the House voted 349-57 to retain them as well as a few other provisions. 

Republican Medicaid Block Grant Ends Protection for Low-Income Medicare 
Beneficiaries 

The Republican Medicaid block grant repeals the requirement that states pay cost sharing for 
low-income Medicare beneficiaries. Because the Republicans will cut Medicaid by $182 
billion, most states will no longer be able to afford to pay for 10w-income'Medicare 
beneficiaries' premiums, deductibles and copayments. As a result, these beneficiaries 'will be 
forced out of their fee-for-service plans into managed care. According to the Congressional 
Budget Office. "... eliminating the entitlement to cost-sharing for Medicaid eligibles and 
QMBs would, increase enrollment as those beneficiaries sought out plans with lower cost
sharing requirements. It 
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, ENDING MEDICAID PROTECTIONS AGAINST SPOUSAL IMPOVERISHMENT 

The House Republican Medicaid plan would repeal. the common ground law signed by 
President Reagan to protect spouses from having to give up everything they have -- their car, 
their home, and all their savings -- in order to pay for nursing home care for their sick· 
spouse. 

Current Law Protects Spouses and Their Families from Poverty 

Current federal law ensures that spouses of people needing nursing home care do not have to .
.j:lose everything they have in order for their spouse to qualify for Medicaid: -

• 	 States must let spouses keep income equal to 150% of the national poverty 

level -- about $15,000 per year. 


States must let spouses keep a minimum amount of their assets. Thd minimwn 
is set by the state and may range from about $15,000 to $75,000. The value of 
the spouse's home and car are not counted toward the asset limit, which 
protects spouses from having to sell these items to qualify for Medicaid. 

Since this federal law went into effect in 1989, it has protected about 450,000 spouses of 
nursing home residents. Most of these spouses are women. It also protects their families 
from being forced to pay the nursing home costs and from having to support the spouse not 
needing nursing home care. 

Background and Legislative History 

Most Americans must pay ,for nursing home care with their own funds for as long as they 
can. Medicare provides minimal long-term care coverage, and Medicaid only covers nursing 
home care after one has "spent down" and meets Medicaid's eligibility requirements. Prior to 
enactment of the protections against spousal impoverishment in 1988, spouses, most often 
wives, of people needing nursing home care, were often forced into poverty before they 
qualified for Medicaid. To avoid poverty, many elderly couples were forced to take desperate 
steps, such as divorcing or suing their sick spouse for support. . 

These current protections against spousal impoverishment were enacted as part of the 
Medicare Catastrophic Coverage Act of 1988, and were one of the few provisions retained 
when the Act was repealed in 1989. The Senate voted 99-0 and the House voted 349-57 to 
reta.in the spousal impoverishment and a few other provisions. 
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Republican Medicaid Block Grant Ends Spousal Impoverishment Protection 

The House Medicaid block grants as introduced repeal the protections against s?.Dl!saL 
impoverishment. When House Democrats offered an amendment in the Commerce 
Committee to restore these protections, the amendment was defeated on a party-:-line vote. 
Senate Democrats offered a similar amendment in the Finance Committee and the amendment 
was adopted. 

Medicaid is the largest payor of long-tenn care, covering over two-thirds of all nursing home 
residents. Without the current federal protections against spousal impoverishment, there 
would be no federal assurance that spouses could keep a minimum amount of their income 
and assets. The spouses and families of nursing home residents could be faced with the costs 
of their sick relatives' nursing home care -- care which now costs an average 0/$38, 000 a 

. year. Nursing home costs could once again ruin the lives of spouses and their families. 

Because Republicans also propose to slash Medicaid by $182 billion over seven years, cutting 
federal Medicaid payments to states by 30% in 2002, states may be forced to offse~ the loss 
of federal funding by not protecting the income and assets of spouses of nursing home 
residents. Spouses could be forced to sell their home, car and other essential assets, and to 
spend everything including their Social Security check on their spouse's nursing home care. 
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ENDING MEDICAID NURSING HOME QUALITY STANDARDS' 

The Republican Medicaid proposals repeal the common ground law signed by)?:.resident 
Reagan that established quality standards for nursing homes and institutions caring for people 
with mental retardation. 

Background and Legislative History 

'President Reagan signed federal nursing home quality standards into law as part of the 
Omnibus Reconciliation Act of 1987. A 1986 report by the National Academy of Science's 
Institute of Medicine had documented an epidemic of substandard care in nursing home 
facilities around the nation. In 27 states, at least one-third of the facilities had care so poor " 

that it jeopardized the health and safety of residents. Nursing home residents were sometimes 
found lying in their own waste, injured by rough handling, suffering with bed sores while tied 
to their beds at understaffed homes, verbally intimidated, and summarily evicted when their 
nursing home found a prospective patient willing to pay more for their bed. 

Current Federal Quality Standards 

Current federal law provides minimum standards for nursing homes that protect resiaents 
from abuse and neglect including: ' 

limiting the use of drugs and restraints 
prohibiting nursing homes from "dumping" residents -- evicting them when 
they've run out of money and qualify for Medicaid 
giving nursing home residents the right to appeal decisions about their care 
ensuring that nursing aides are trained and do not have a history of abuse 

The 1987 law and subsequent amendments have led to dramatic improvements in the quality 
of nursing home care. The use of physical restraints and psychotropic drugs has dropped 
sharply. The number of registered nurses on duty in nursing homes has increased, as has the 
training of nurses' aides. Nevertheless, more progress is needed. Inspectors from the Health 
Care Financing Administration continue to find substandard care at some nursing homes. For 
example, one resident was hospitalized after maggots and larvae were found in a foot wound 
- the nursing home said it did not have enough staff to give baths. Repealing the federal 
quality standards would undermine the progress we have achieved and set us back. 

Republican Medicaid Block Grant Repeals These Fundamental Protections 
J 

Under the guise of reform, Republicans propose to repeal the federal Medicaid quality 
standards, as well as the requirement that Medicaid cover nursing home care at aiL Medicaid 
is now the largest payor of long-term care, covering over two-thirds of all nursing home 
residents. As many as 350,000 elderly and disabled Americans would lose nursing home 
coverage in 2002, and nursing home residents would be vulnerable to abuse and neglect, to 
being inappropriately restrained and drugged, and dumped onto the streets wh~_n they run out 
of money. 
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Q&A FOR WHY INCREASE IN PER BENEFICIARY:SPENDING IS A CUT 

. How can you consider a $1900 increase in Medicare spending a cut? The Congressional 
Majority say they will pay $6,700 in 2002 per beneficiary, relative to the $4,800 per 
beneficiary now being spent. How can you characterize this as a cut? 

This is a cut because you cannot buy today's Medicare benefits with this amount 
of money in 2002. Beneficiaries will pay substantially more or get less benefits. 
Nothing the Congressional Majority can do or say can dispute this fact. 

• They say $6,700. However, that is about $1,000 .les£ per person than what it 
would be EVEN IF Medicare spending were constrained to the private·sector 
growth rate. * 

And remember, the Congressional Majority wishes to constrain the growth rate well • 
below the private sector even though Medicare beneficiaries are, by any definition, a 
much more difficult to manage and expensive population than those with private 

. insurance. 
\ 

To deny their proposal is a cut is like saying that reducing the Social Security • 
cost-of-living adjustment (COLA) is not a cut. To deny their proposal is a cut is 
like telling workers who get a 3% raise that their salary will remain sufficient to 
maintain their standard of living in .an economy that has an inflation rate of 5%. 

The real question is whether the $6,700 advocated by the Congressional Majority • 
would be sufficient to pay for the same benefits in 2002 that Medicare 
beneficiaries have today. Clearly, it is not. 

* 	 (NOTE: The 1996-2002 private sector per capita growth rate projection of 7.1 % -
calculated from Congressional Budget Office data -- is 40% higher than the 4.9% 
growth rate the Republican budget allows for Medicare. Constraining the Medicare 
program to the 7.1 % growth rate. would reduce per beneficiary spending from its . 
currently projected $8,400 to $7,600, and would produce substantial Federal savin&s. 
However, the Republican budget's 4.9% growth rate would reduce Federal spending 
per beneficiary by $1,700 to $6,630. This is $1,000 per person less than even the 
private sector growth rate would allow and could only be achieved through , 
unprecedented cost-sharing increases on beneficiaries.) 
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