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NUMBER OF ELDERLY PUSHED INTO POVERTY 

BY 'MEDICARE CUTS 


iN REPUBLICAN BUDGET RESOLUTION 

, .' 

Number of 

Additional 


Poor Elderly 


State 

Alabama I 1;>,100 

r' 

State ' Number ofI , Additional 
PoorElde~I 

!
Nebraska 2A50 

, , ­
Alaska 
Arizona 
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District ofColumbia 

Florida 
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9,650 
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I 28,200 

5000 .,,,- ­
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1,000. " 

1 700 
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I 	 5~2S0I 10,650 
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.' ­I 
IWashinsrton 11;5509JSq_ 

":" 'W I 

Nevada' 2,400 

1)50N ew I-~amEshire . ' 

10,500 

New Mexico I 3,100 

New York I 
~ 

46,500 
I 

New J~rsey 

NOl1h Carolina ! 23,.750 

North Dakota I 1,650 

Ohio I 18,750I 

Oklahoma 7,200
c-­ I

IOregon 2)50,_I
Pennsylvania I 22,8501 

Rhode Island 
I 

1~300I 
South Carolina 8,900I· 
South Dakota i 2,450 

Tennessee 14,800
:

" Texas ' I 35050' ­
Utah '1,650 

"­I 

Massachusetts 1 1,150 West Virginia I 5,300I I, , ' MiChig!--1 14,800 Wisconsin 8,850- I
Minnesota 7,350 Wyoming 950I, I 

, Mississ.ippi ' , I' ,,~0...L950 I 	 TOTAL 
" 

I 500~OOO* 

, " 	
'Missouri I 14,900 
Montana 1,750 

~ NWl1ben trUly not ndd due to l1)l,\lIdblg. 



--

~ 08/02/95 ,15:28 '0'9 202 62200iJ TREAS tAte ::it.c 

NUMBER OF ELDERLY PUSHED INTO POVERTY BY MEDICARE CUTS 
TN REPUBLICAN BUDGET RESOLUT10N ' 

tg) UU.J 

State Number of 
Additional 

I Poor Elderly 

Alabama 15,100 
Alaska ISO 

Arizona 4,500
,.' ­'. 

Arkansas 9,650.. 

California 28,200 

Colorado 5~000 

Connecticlit 2450 , ­
Delaware 1,000 

, District ofColumbia ! ~,.700 ,
Florida 35,500 
~' 

r--' 
Georgia.' ..... 

Hawaii' I 15,750 

1,850 
I 

Idaho I 1.300 
, ,,' 

' 

illinois I 19,300 
..~ 

Indiana 

Iowa 
I 9,900 

6,600 
I 

Kansas 
, 

5,250 
IKentucky 

Louisiana I~ 
r--' 

Maine I.. !
Maryland I 

10,650 

)0,5b 
2!.~QO 

9,150 

Massachusetts I lIt 150 I 

'--... 


, !"ambc~ may not add due lu roUltdJn::. 


Michigan ! 14,800 , 
Minnesota I 7,350 

' .. 
Mississ!Imi I 10,950 

Missouri I 14~900 

Montana I 1,750 I.' .. 

. State 

r- ­
Nebraska 
Nevada 

2

Number of 
Additional 

I 
POQr Elderly 

J 650 ' ­
2,400 -

New Harnpsl~e I 1 150 

New Jersey. I 10,500 

New Mexico 3,100 

New York 46,500 

North Carolina 23,750 

North Dakora 
--' 

Ohio 

Oklahoma 


f- ­ I
Oregon-' I 

IPennsylvania 

1,650 

. '--,- ­

18,750 

7,200 
.' ­

2,350 

22z850 . ­

Rhode Tsland 1)00 

South Carolina I 8,900 

South Dakota 2,450 

Tennessee· I ,14,800 

Texas I 35,050 

... Utah 

Vermont 
I 
I. 

1,650 

800 . ­I 

8,750Virgini~;;--i-
r-Washington. I'· 11,550 

West Virginia ~300 

Wisconsin 8,850. 

Wyoming 950 

TOTAL 500,000* 



Effects of the Domenlcl Medicare Proposal r: 'I States 
losses by State Under the Proposal 
(Fiscal years) 

Aggrega"· troTIars 
2002 

milliOnS) 
1996-2002 

It-'er (.;aplta Effect (~ 
2002 

.' bonet.) 
1996-2002 

US 61,700 255,600 747 3,174 

Alabama 1,443 5,534 1,026 4,027 
Alaska 36 158 364 1.794 
Arizona 1,083 4,367 729 3,125 
Ar1<ansas 

,­
456 2,007 506 2,266 

Califomia 8,597 34,302 1,065 4,369 
Colorado 834 3,230 811 3,314 
Connecticut 906 3,756 848 3,568 
Delaware. 204 816 883 3,665 
District of Columbia 1,040 3,508 NA NA 
Florida 6,769 26,448 1,147 4,626 

Georgia 1,510 6,161 792 3,356 

Hawaii 314 1,174 853 3,361 
Idaho 108 497 317 1,512 
Illinois 1,928 8,659 570 2,584 

Indiana 1,141 4,830 640 2,765 

Iowa 360 1,676 371 1,733 

Kansas 606 2,508 762 3,175 
Kentucky 703 3,070 552 2,467 

louisiana 1,156 4,792 911 3,865 
Maine 168 772 379 1,788 

Maryland 775 3,497 572 2,669 
Massachusetts 2,233 8,927 1,121 4,547 
Michigan 1,588 7,199 536 2,492 
Minnesota 1,099 4,265 818 3,222 
Mississippi 489 2,122 580 2,558 
Missouri 1,113 4,822 635 . 2,783 
Montana 114 513 402 1,861 
Nebraska 245 1,071 479 2,100 
Nevada 464 1,746 785 3,331 
New Hampshire 212 874 593 2,540 
New Jersey 1,686 7,349 678 2,997 
New Mexico 181 804 352 1,656 
New YorK 3,894 17,196 716 3,180 
North Carolina 1,573 . 6,375 654 2,770 
North Dakota 116 511 545 2,418 
Ohio 1,878 8,461 522 2,397 
Oklahoma 550 2,436 529 2,385 
Oregon 734 2,915 700 2,862 
Pennsylvania 3,289 14,314 752 3,311 
Rhode Island 350 1,365 999 3,925 
South Carolina 802 3,167 675 2,783 
South Dakota 112 491 456 2,032 
Tennessee 1,729 6,829 1,012 4,110 
Texas 3,945 16,055· 815 3,456 
Utah 241 1,005 528 2,329 
Vermont 76 339 417 1,901 
Virginia 764 3,461 -408 1,923 

. Washington 710 3,131 460 2,098 
West Virginia 342 1,510 491 2,197 
Wisconsin 665 3,041 413 1,916 
Wyoming 35 172 245 1,258 
Puerto Rico 332 1,358 315 1,322 
All Other Areas 2 14 3 20 

Variation in the costs per beneficiary across states reflects factors such as: (1) practice pattem differences, 
(2) cost differences; (3) differences in health status and the number of very old persons in a state; 

and (4) differences in the supply of health care providers. 


NOTES: Assumes that increases in beneficiary out-of-pocket costs (e.g., premiuims and coinsurance) are equal to 50% of the total cuts. 

Based on historical state share of Medicare ou1lays & enrollment, trended forward with grow1h in the states' share of outlays & enrollment. 

Estimates based on Medicare ou1lays by location of service delivery. Thus, certain state estimates may be affected by 

part-year residency and state border crossing to obtain care (e.9., Florida & Minnesota). 

State border crossing makes the District of Columbia estimates unreliable. 




Senate Medicare Out-of-Pocket Proposals Would Effectively 

Consume Over 25% of a Social Security Beneficiary's 


Expected COLA Increase,by the Year 2002 

$500i~----------------------------------------------~ 
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Total Projected COLA in 2002 = $375 

I = $120 32% 1= $120 

26.7% 1= $100 ., 

32% 

..•...•...•.•.•....,.......,...............................,",........,.;";.;.......,.,.;.,...........,....".................'...• 

-- -.-.... -.-.... -. ­

= $255 = $155 

Current 

Law* 


Senate 

Proposal 


Additional Current Law 
~'",'.;,"',;.;.,.;, Net COLA c=J GOP Out-of-Pocket c:=J Out-of-Pocket»:«<.:';-:-:-: 

Reduction , Reduction 

.. Does NOT include President's Budget Proposal to Maintain 
Pa,rt 'B Premium at 25 % of Progr9m Costs Source: DHHS Estimates 

Note: Assumes $256 Billion in Total Savings Over 7 Years, with 50% of Cuts Affecting Beneficiaries. 



Medicaid Cuts 

That States Would Be Forced to Make 


2002 

,.. 

. Eliminate coverage for dental,. Reduce provider payments
screening services for kids, by almost $13 billion

and hospice and. home care 

Eliminate coverage for
Eliminate coverage for nearly one million elderly

7 million kids and persons ,with disabilities 

NOTE Assuming 25% cut in each of these categories. A}t\P£j91 



HOUSE REPUBLICANS· PROPOSED MEDICARE CUTS HURT AMERICA'S SENIORS 

SENIORS' ANNUAL OUT-OF-POCKET MEDICARE COSTS WOULD INCREASE MORE THAN $3500 
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Proposed I ncrease 

Current Law Costs 
-
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lIT! 
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$80 

$1,375 

$200 

$1,490 

$315 

$1,615 
_.._........_._ .. ­ -

$460 

$1,710 

$635 

$1,810 

$830 

$1,925 

$1,045 

$2,045 

FISCAL YEAR 

.	Assumes $288 billion total savings. over 7 years, with 50% of cuts affecting out-of-pocket costs. 
Out-of-pocket costs Include: Part A and B copayments and deductlbles, and Part B premiums. 
Source: Health Care Financing Administration 



SENATE REPUBLICANS' PROPOSED MEDICARE CUTS HURT AMERICA'S SENIORS 

SENIORS' ANNUAL OUT-OF-POCKET MEDICARE COSTS WOULD INCREASE MORE THAN .$3,100 
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Proposed Increase ~:1!~r:275 
Current Law Costs Eill $1,375 $1,490 

$350 

$1,615 

$445 

$1,710 

$550 

$1,810 

$645 

$1,925 

$745 

$2,045 

FISCAL YEAR 

Assum es $256 billion total savings over 7 years, with 50% of cuts affecting out-of-pocket costs. 
Out-of-pocket costs Include: Part A and B copaymentsand deductlbles, and Part B premiums. 
Source: Health Care Financing Administration 



House Medicare Premium Proposals Would Consume Over 15% 

. of Social Security Beneficiaries' Expected COLA Increase 


By the Year 2002 
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Total Projected COLA in 2002 = $375 

i = $22 /...., ?~~~<o, '.. "',' .. 1 = $22 
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= $62 

- $353 $291 

Current House 
Law* Proposal** 

r--l Additional
n::t:l Net COLA L-I GOP Premium [:=J Current law Premium 

Reduction Reduction 

.. Does NOT Include PB 25 % Premium Extension Proposal 
.... Does NO,T Include Effect of Proposal t9.Means Test Premium Source: DHHS Estimates 

Note: Assumes $288 Billion in Total Savings Over 7 Years, with 50% of Cuts Affecting Beneficiaries. TQchnlcal ReQstlmates Mav Result 
;., ... 7.V,.."" Tn''''' ,h." :,.. ~linht'\I niff.,,,,'nt 
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Senate Medicare Premium Proposals Would Consume Over 20% 

of Social Security Beneficiaries' Expected COLA Increase 


By the Year 2002 

$500,~----------------------------------------------~ 

Total Projected COLA in 2002 = $375
$400'-ffl- I 5.8'Z'Q 1=$22 __ 
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Current Senate 
Law* Proposal 

r---l Additional 
1::r::;::];]:::l Net CO LA L-J GOP Premium c=J Current Law Premium 

Reduction Reduction 

.. Does NOT include President's Budget Proposal to Maintain 
P~rt -B Premium at 25 % of ProgG3m Costs Source: DHHS Estimates 

Note: Assumes $256 Billion in Total Savings Over 7 Years, with 50% of Cuts Affecting Beneficiaries. 
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House Medicare Out-of-Pocket Proposals Would Effectively 

Consume Nearly 60% of a Social Security Beneficiary's 


Expected COLA Increase by the Year 2002 

$500,r--------------------------------------------------. 

. Total Projected COLA in 2002 = $375
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Current House 
Law* Proposal 

Additional 	 Current Law 
n':'::::::l Net COLA CJ GOP Out-of-Pocket CJ Out-of-Pocket­

Reduction Reduction 

+ 	 Does NOT include President's Budget Proposal to Maintain 
. Part B Premium at 25 % of Program Costs Source: DHHS Estimates 

. Note: Assumes $288 Billion In Total Savings Over 1 Years, with 50% of Cuts Affecting 8gneflclarles. Technical Reestlmatos May Rosult 
in a 7· Year Total that is Slightly Different. 



effectS mule KaSlch Medicare Proposal 6y Stato 
t..osses by Stato Under the Proposal 
(FISCal years) 

.. 

IAggregato OOllar.; 
2002 
" 

US 84.900 

Alabama 1.986 
Alaska 50 
Arizona 1.491 ., 

AI1<.ansas ,627' 
California 11.830 
Colorado 1.147 
Conoedlcut 1,247 
Delaware 281 
District of Columbia 1.431 
Florida , 9.314 
Georgia 2.0n 
Hawaii <132 
Idaho 1<19 
Illinois 2,652 
Indiana 1,569 
Iowa 495 
Kansas, 834 
Kentucky '" 968 
louisiana 1,590 
Maine 231 
Maryland 1,066 
Massadlusetts 3,072 
Mid!i9,an 2.165 
Minnesota 1,512 
Mississippi 674 
Missouri 1,531 
Montana, 157 
Nebrasl<:a 338 
Nevada 638 
New Hampshire 292 
NewJetsey 2,320 
NewMexioo 249 
NewYonc 5.359 
Nof1h Carolina 2,165 
Nof1h Dakota 159 
OhIo 2.564 
OIdahoma 757 

,Oregon 1,010 
ilia <4.526 

Rhode Island <C-62 
South Carolina 1,103 
South Dakota 153 
Tennessee 2.378 
Texas 5,426 
Utah 331 
Vem100t 105 
Vlf9inia 1.052 
Washington 978 
West Virginia <171 
Wiscortsin 914 
Wyoming 49 
Puerto Rico '157 
Al1 Othef Areas 3 

millions) wer ~plta Effiia( 
1~6-2oo2 2002 , 

279,200 1,028 

6.14Q 1.412 
171 ' 502 

4.799 1.002 
2.165 696 
37.780 1.466 
3.579 " 1.116 
4,103 1,167 
899 1,215 

4.001 NA 
29,258 1.578 
6.754 1.090 
1,311 1,173 
532 436 

9.301 784 
5,253 881 
1,786 510 
2,7<11 1.04a 
3.318 760 
5,235 1,254 
825 521 

3.752 787 
9.628 1,542 
7,717 737 
<4.725 1,126 
2,297 799 
5,219 873 
551 553 

1.158 659 
1,948 1.080 
956 816 

7.945 932 
86G 4(&4 

18,539 986 
6.998 900 
551 750 

9.083 718 
2,625 729 
3,213 963 
15.479 1.034 
1.511 1,375 
3.495 929 
530 628 

7.537 1.393 
17.608 1.122 
1.096 727 
365 573 

3,711 561 
3,377 633 
1.628 676 
3,254 569 
182 337 

1.'188 '133 
1'1 'I 

; I OOnot" 
1996-2002 

3.447 

4.450 
1.6{!9 , 
3.381 ", 
2,435 
4.783 
3,630 
3,885 
<1.002 

NA 
5.082 
3.649 
3.710 
1,603 
2,770 
2.994 
1.645 
3.464 
2.652 
4,201 
1,900 
2,843 
4.989 
2.657 
3.557 
2.758 
3.004 
1,986 

·2,266 
3.620 
2.755 

\ 3,229 
1.761 
3.<423 
3,012 
2.004 
2.562 
2,560 
3.135 
3.570 
4.336 
3.043 
2.188 
4,509 
3,757 
2,511 
2.034 
2.0« 
2,24Q 
2.362 
2.0« 
1.313 
1.440 

20 

VariatiOn in the costs per beneficiary across states reflects factors sum as: (1)' practice pattern differences. 
(2) cost differences; (3) differences in health status and the number of very old persons in a state; 

and ('I) differences in tne supply of health care providers, 


NOTES: Assumes that increases in beneficiary out-{)f--po<:ket costs (e.g .. premiuims and coinsurance) are equal to 50% of (he total arts. 

Sased 00 historical s!~(e share of Medicare outlays & enrollment trended ,forward with growth in the states' share of outlays & enrollment 

Estimates based on Medicare outlays by location of service delivery, Thus, certain state estimates may be affeaed by 

part-year residency and state border crossing to obtain care (e.g,. Florida & Minnesota). 

State border crossing' makes tne District of Columbia estimates unreliable. 

Tecnnical rc{!slimates of the aggregate savings may result in a 7-year total of $282 billioo. 




ProJeded Medicare Beneficiaries by State 

1995 2002 

37,631,000 41,299,000~ 

Alabama· 641,971. 703,082 
Alaska 33,784 49,773 
Arizona 598,737 743,525 .. 'Arkansas 422,580 450,365 
California 3,638,311 4,034,936 
Colorado 423,478 514,095 
Connecticut 503,906 533,943 

100,545 115,722Delaware 
78,730 76,330District of Columbia 

2,615,604 2,951,880Florida 
832,454 953,079Georgia 

184,336 . 150,818Hawaii 
149,769 171,120Idaho 

1,690,4971,625,786Illinois 
827,174 890,461Indiana 
476,142 484,783Iowa 
383,997Kansas 397,890 
585,590 636,855Kentucky 
582,491 634,122Louisiana 
202,149 221,565Maine 
604,202 677,465Maryland 
937,292 996,344Massachusetts 

1,354,523 1,481,749Michig.an 
632,457 671,394Minnesota 

Mississippi 395.768 421.671 
834,228Missouri 876,863 

Montana 129,141 141,557 
249,529Nebraska 256,357 

Nevada 194,035 295,417 
New Hampshire 156,237 178,655 

1,174,802New Jersey_ 1,244,404 
New Mexico 212.160 257,452 
New York 2,645,176 2,718,120 

1,028,054North carolina 1,202.,196 
103,477North Dakota 106,274 

Ohio 1.673,946 1,800,336 
Oklahoma 487,058 519,526 

470,268Oregon 524.031 
2,083,051Pen~nia 2,187,966 

Rhode Island 175,375168.503 
South carolina 508,854 593,614 

117,061South Dakota 122,172 
Tennessee 769,041 853,930 
Texas 2,090,369 2,419,444 

228,000 . Utah 188,349 
Vermont 82,989 91,752 
Virginia 818,458 936,837I 

Washington 687,136 771,781 
West Virginia 330,115 348,402 

763,230Wisconsin 804,207 
60,570 72,355W)'.oming 

476,704Puerto Rico 527,920 
330,201All Other Areas 357,073 

NOTES: Based on historical state share of Medicare enrollees, treOded forward with growth in the states' share of enrollees . 
• Totals may not add due to founding 

I 

http:Michig.an


.\" . 

Talking Points 

on Republican Budget Proposals: 

itA Broken contract with American Families and Their Parents" 

May 10, 1995 

. INTRODUCTION 

• As you all know, Republicans made a big promise: 

They promised to balance the budget without hurting 
anyone and without raising taxes -- while giving a huge 
tax cut to the wealthy • 

• Guess what? They broke their promise. 

In terms of cuts that will hurt people: 

• The strongest evidence of the severe pain they 
would impose are their deep cuts in Medicare and 
Medicaid. 

• They would cut discretionary programs -- from 
education to science and technology -- 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. 

• To .find the remaining savings, Republicans also 
plan to make deep cuts in such other entitlements 
as veterans' and farm programs . 

.,-- In terms of t.ax increases. 

• Republicans are proposing to raise taxes on 
millions of workin~ families. 

• Why are they doing all this? 

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

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

• House Speaker Newt Gingrich has called the tax 
cut lithe crown jewel of the Republican contract. II 

1 



. ,,,,:- .. 

• Senate Republican leaders -- Bob Dole, Trent 
Lott, and others -- and Sen. ,Phil Gramm are 
committed to a tax cut and say they will push for 
one on the Senate floqr • 

• 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: 

• They want to cut programs for working families 
and their parents, in order to fund a tax cut for 
the wealthy . 

. ' 
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Medicare and the Budget 

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

• Late last month, 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 hot tied into' 
getting to balance by 2002." 

• Medicare is a federal 'program just like any other. 

• And Republican plans relYJ:!eavily on it to 'get to balance. 

-- Domenici's Medicare cut is the largest single cut in 
anyone program.' 

-- Republicans need to cut Medicare to pay for their 
tax cut for the ·wealthy. 

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

Limits to MedicarelMedicaid Growth Rates 

• Republicans imply that Medicare and Medicaid are growing 
out of control, but in fact they are growing at the same 
per-person rate as private health plans. 

• Republicans are proposing to force Medicare spending down,. 
but to ignore health reform in general. 

• In effect, they are proposing to make Medicare. a "second 
class" health care system -- it would provide low-quality 
care and restricted access. 

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

• Specifically, Medicare and Medicaid spendirig are rising 9­
10 percent a year because of, increases in the number~ of 
beneficiaries and the costs of 'medical services, including 
improvements in technology and care. 

3 



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

• Thus, limiting the rate of growth of total (not.per­
person) Medicare and Medicaid spending to 7.1 percent, as 
Sen. Domenici proposes, is a real cut with real 
consequences. 

~- It could mean limits on the numbers of elderly or 
low-income individuals served. 

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

-- It could mean that the elderly and low-inco~e 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 . 

• In short, reducing Medicare's rate of growth would hold it 
below the growth in the private sector -- creating a growing· 
"quality gap II between care for seniors and health services 
for others. 
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Medicare/Medicaidcuts 

Medicare cuts: 

• If distributed evenly between providers andben€f1ciaries, 
" ' the" Republican Medicare cuts could force beneficiaries to 

pay: 

between $1'+5 and $I,o~more in <;mt-of-pocket costs in 
2002; and 

. -- between $3 /75 and $31'fS more in out-ot-pocket 
costs over 7 

I 

years • 
f 

• Republican Medicare cuts, in effect, amount to cuts in 
social security: 

-~ By 2002, the typical Medicare beneficiary would see 
. i 40-50 percent of his or her Social Security COLA eaten 

up by increases in Medicare cost sharing and premiums. 

About 2 million beneficiaries would have 100 percent 
or more of the COLAs eaten up by increases in cost 
sharing and premiums. 

Medicaid cuts: 

• 	 Cuts in Medicaid areespeciall¥ outrageous: 

. .. ..... .. ..
~ ~ 

-- Medicaid provides health. insurance Ior the most 
vulnerable Amet-icanS. " 

• 2/3 of Medicaid·costs go to the indigent elderly 
and disabled, vho have no othe~ available 
resources. 

Medicaid is also. a vital' prcrtection for middle­
income Americans • 

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

• Working couples who may need long-term care 
atter retirement rely on Medicaid to get such 
care_ 

If distributed evenly between eliminating 
eligibilit~ for the elderly anddis~bledf eliminating 
eligibility for ch:ld~enl cutting services l and cutting 
provider payments, Re?ublican cuts in 2002 alone would 
mean. 
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• 7 million children would lose coverage; 

• 1 million elderly and disable~ would los~ 
coverage; and . ' 

• Tens of millions of Americans would lose 
important benefits, such as home care, hospice, 
and preventive screening services for children. 

• Provider payments would be reduced by almost $13 
billion. 

Managed Care and Savings 

• Republicans claim, that they can produce sign,ificant 
savings by giving beneficiaries more managed care choices 
simply are not true. 

-- As CBO reported recently, achieving savings in 
Medicare without financial coercion would actually 
reduce managed care enrollment. 

-- So, to get both more beneficiaries in managed care 
.and large savings for Medicare, some form of coercion ­
- such as making it more expensive for beneficiaries to 
stay in Medicare fee-for-service -- would be ~eeded. 

Impac.t on Providers 

• large reductions in Medicare payments would have a devastating effect on a 
significant number of urban safety-net hospitals. 

for large urban public hospitals, which are heavily used by Meqicaid and 
self-pay patients, Medicare' is an important source of adequate payment 
According to the 1994 Special Report of the National Association of Public 
Hospitals, while Medicare in 1991 was the payer for only 11 percent of 
discharges in these institutions, it accounted· for almost 20 percent of net 
operating revenues. 

• 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. 
These rural hospitals tend to be small and to serve primarily Medicare 
patients. 

Significant reductions in Medicare revenues will cause many of these 
hospitals~ which already are in financial distress, to close or to turn to local 
taxpayers to increase what are often substantial local subsid ies. 



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

EITC: 

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

• Republican tax proposals reveal the sharpest 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 • 

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

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

• 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 famil.ies 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 famili~s 
without children. 

-- Freezing the proposed EITC expansions could cost 
millions of moderate-income families with children' up 
to $350 a year in added taxes. 

Economic Implications of Republican Budget Plans: 

(to be provided by Laura Tyson) 
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MEDICARE: 

FINANCIAL SECURITY FOR BENEFICIARIES ~"D\mE PROGRAM 


Karen Davis 

Thank you for lhii opportunity to testify on the importance of assuring the fiscal 
solvency of the McdiCilI'C prolram while achicvinl its loal of protecting elderly aAd disab1ed 

. beneficiaries from the financial hardship of health care bills. This "'ItS marks tbe 30th 
anniversary of the Medicare program. when it was enacted thirty yeatS lio, most .elderly 
people were uninsured. They lUlSllheir healUl insurance COVCI'iIC when they retired.· 
Medicare has brought health and economic security to some of the nationts most vulnerahle 
a.DunS for three decade$. 

It is particularly fitting to take stock of Medicare's essential role as an insurer ot 
elderly and disabled beneficiaries at this point in the program's history. Medicare is cauiht 
in a. dilemma-brou,ht on in pan by lts success. As the life expectancy of the elderly in the 
U.S. has increased to be among thebes! in the world and as modem technology has brought" 
new ways of both extending and· improvil1i the quality of life, the cost of <;arlnl for older 
people has risen. .H.ealth care for the eld.erly and disabled is expenf.ive for Me.dica.re and it is 
expensive fo" beneficiaries. Undcrsrandin& why this b the case is fundamental to any 
a.tTempt to modify the program. 

'Who is Covered by Medicare? 

It is particularly important to keep in mind an accurate picture of the people :Medicare 
serves. Among the 37 million Medicare beneficiaries are those with limited financial 
resources, those with very serious disabling condtt1.(\ns, and those for whom Qltastrophic 
medical expenses arc commonplace. Even with Medicare and Medicaid which supplements 
Me!fieaTe for the poor, many aged and w!lauled persons face serious financial hardship and 
forego neafed care because they cannot a.fford it. 

Despite popular views that older Americans enjoy high incomes and 5landard of 
living, most elderly Americans have modest incomes. As shown in Chart 1. over three.. 
fourths of Medicare bene.fi~iaries have incomes below $2.5,000. Fewer than S percent have 
incomes exceeding 550,000. 'While poverty rates of older Americans are somewhat 10wer 
than for the non-elderly population, many elderly people have been lifted barely above the 
poverty leve1 hy Social Security ben~IilS. For important subaroups, such as elderly people 
living alone poverty rates exceed 20 percent-comparable to poverty rates for children. 

The high concentration of low-income elderly, and the fact that such elderly are more 
li.kely to be in poor health and need more health care services, means that Medicare outlays 
are con~ntratcd on rclatively low-income ben.ticiarles. Eighty-three percent of Medicare 
outlays 10 to beneficiaries with incomes of $2~,OOO or leu. Only 3 percent goes to eldtrly 
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ind.ividuals or couple! wIth inc~n'es in excess of $50,000. 

Poor Medicare beneficIaries arc eli,ible for Medicaid to help pay Medicare premiums· 
and cost-sharing. as well as for ether seMc:.e1 such as prescription dreiS. However, only 
about half of aged Medicare beneficiaries with incomes of under 55,000 u.rc enrolled in 
Medicaid (see Chan 2). A Commonwealth Fund study in the late 19805 found that the most 
common reasons why elderly poor are not covered by public benefitproira.ms arc that they 
are unfamiliar with the pIt'lJI1.m5 or do not think they are eligible. Betu:.r outreac:h to those 
who are qualified for Medicaid supplementation IX) MecUea.re Is important. . 

Flaallcial Burden of Health Costs OD Medlcare BenefICiaries . 

The fUWlcW burden of health care costs for Medicare beneficiaries is very unevenly 
distributed. Some elderly enjoy good health and llIJ'dy use health we services. Others arc 
seriously disabled and require extensive treatment. Because Medicare beneficiaries have very 
diffcnmt needs for health we, health expenditures are very skewed. In 1993, 10 percent of 
Me.dic:are beneficiaries ·aeeounted for 70 percent of outlays (sec Chart 3), One-fourth of 
.beneficiaries accounted for 91 percent of outlays. . 

The avcmgc ~pcnditul'e in 1993 for all Medicare beneficiaries was S4,020 (see Chart 
4). Por the ten percent of 'Medicare beneficiaries with the hiChest outlays, the average 
expenditure was $28,120. This is contrasted with $1,340 for the 90 percent of Medicare 
beneficiaries with the lowest outlays. 

understanding this variation in outlays is particularly important in any discussion of 
expanding capitated manaaed care coviRge under Medicare. If capitation paymenti are noL 
appropriately adjusted for health status, over or underpayments can be quir.c serious. Plans 
can l'l'l..i.k= consideRble profit at a capitated rate of $4,000 or even $3,000 if they c;;an avoid 
enrolling those beneficiaries l.ilcsly to be in the most eO$t1y 10 percent. The incentives to 
enroll only healthier enrollees or encourage less healthy enrollees to disenToll are fonnidablc. 

Even though Medicare outlays arc concentrated on the most vulnerable-the poor and 
those with serious medical problems-out-of-poclcet costs to these groups can pose a serious 
financial burden. About 12 percent of Medicare beneficiaries have no health'insurance to 
supplement Medicare-either from Medicaid or from private covcrqe throulh a retiree 
health plan or through individually purchased Medi-Oap coverqe. These beneficIaries are 
concentrated in incomes uncier $10,000 (see Chan 2). 

As shown in Chart " the hospital deductible under Medicare is 5716, the Pan B 
deductible is $100 per year, and the Part B premium is $550 per year. Given non-covered 
services such as prescription drugs) out-of-pocket costs for Medicare beneficiaries who rely 
only on Medicare can. easily exceed 52000 per year. For a elderly woman with an income of 
$10,000, this is clearly an excessive and burdensome cost. Even fer those with Medi-Gap 
private coverage, costs can be high. The average M~:H~Gap premium is now S840, which in 
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combination with the Pan B premium and even modest outlays for non-covered services, c:a.n 
run ovez $lS00 .. year. 

It is .not well understood that the elderly pay far more for their own health ~are than 
the non-elderly-evel} wIth important coverale from Medicare. This happens 'becausc 
Medicare pays only 4S percent of the health cue bills of the elderly. AS shown in Chan til 
on average elderly households spend 12 percent of their income, directly out-of-pocbt for 
health care, compared with 3.7 pell;ent for nonelderly bOl)3eholcls. 

Cost-sharing ft:CIuucmcnts by their very design mean that those who are ill and use 
services bear the burden. The chroniQJ.ly ill and otht;:r hilh ulililters of care axe most likely 
to incur large individual liability for Medicare cost-aharing and uncovered services and 
charles. A Commonwealth Fund study, Medica,,'s Poor, found. that thirty percent of 
Mec1icare beneficiaries rate their health as fair or.poor. 'For those who are poor, membcr~ or 
minority groups, or over age 85 even hiaher numbels have poor health. For example, over 
60 percent of poor elderly have arthritis. Half suffer from hypertension and need counseling 
·about diet and exercise, and many require physician monitoring anci presc.ription dnllS to 
control their cond.ition. Twelve percent of poor elderly people ha'Ye diabetes and many 
require Insulin treatment as well as medical we fer tbemany ,.'undilioos Ulat arise as 
complications to diabetes. 

For those elderly with loni-term care needs, costs can he even higher. Mc:dic:.ue 
pays only 2 percent of all nursing home expenses; about half of all nursing home expenses 
are paid directly by patients and families. For those olderly with functional impairment 
living at home, costs can also be high. Over one-third ofpoor elderly people Hvlng aT. hnme 
report being restricted in one armore activities of daily living compared to 17 percent of 
those with moderate or high incomes. 

Inadequate Medicare benefits not only mean financial bur.dens, but also baniers to 
needed care. The significant deductible and co.in.surance provisions in Medi~ deter some 
of the £ldcrly poor and ncar poor from obtainina care: lAw-income and minority elderly are 
less likely to get preventive services such as Pap ,mears and mammograms, in part because 
of the financial bamer posed by out-of-pocket costs. A recent study supported by The 
Commonwealth Fund found that elderly women without Medicaid or supplemental private 
health insurance were much 1ess linly to get mammograms. The finan\;w barriers PQsecl by 
deductibles and copayments for cancer screening contribute to failure to detect cancer in an 
carly stage when reeov,,!), Ch8.n~ arc higher. Rates of ambulatory sensitive hospital 
admission rates are particularly high for poor and minority elderly-indicating {nAd.equate 
access to primary carc. . 

In sum, poor and near-poor elderly are more ijuly to be experiencing health 
problems that require medic:al services than elderly people who are economically beLter off. 
Yet, they are less able to afford nuda:! rare because of their lower incomes. ~or those who 
do gel care larii out-of-pocket medicallXpenses can lead to impoverishment. 
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Medican: Expenditures 

At the same time .Medlc:are leaves many elderly and disabled beneficiaries 

inadequately protected against hi&h health care C()sts. the program's outlays have Irown 


. rapidly over time. Medicare ouUays per enrollee exceed $4000 per person. While Medicare 
outlays have grown at unacceptably high rates over the last decade and a haif, there is some 
good news. 

Most significantly, ldcdicue outlays for hospital and physician setVices per enrollee 
have atown more slowly than private health insurance outlays for these services in the 

. decade from 1984 to 1993 <_ Chart 7). After two decades of increaiinl more xapidly than 
the private sector, Medieare's more recent petform~ is considerably better than that of the 
private sector. Spendina on inpatient hospital and physician services ha~e moderated 
considerably. In 1993, hospital inpatient outlays arew at 8.3 percent, and physician outlays 
at 4.S percent, down from doublcaciigit rates of ,",owth in the 1980s (see Ch~ 8). Certainly 
the new methods of paying hospi~s and physicians inUod\lced in 1984 and 1992 respectively 
have had an impact. The major areas where Medicare is now growing rapidly are for those 
services not· covered by prospective payment approaches-particularly home healtb. and 
skilled nursin, facUities services. 

Medicare has also had aI' etcellent record of low administrative costs. Medicare's 

administrative costs aVira&e 2 percent of pro&ram outlays, compared with 25pcrccnt in 

small group market plans and S.S percent in large ,roup market plans. 


'Why then is Medicare SO costly1 The simple answer is that Medicare is costly 
because it covers very sick peoplc, and because health care costs for all Americans-whether 
privately insured or covered by Medicare or Medicaid-have risen rapidly over the last two 
decades. Until more cffective approachcs for containing health care costs in the health 
system as a whole are developed, the program is likely to be caught in the dilemma of high 
costs for both taxpayers and beneficiaries. . 

Medicare and Manaaed Care 

Medicare has been criticized for not promotfng aggressively enough managed care 
a,lternatives for its beneficiaries. Yet, Medicare·is itself similar to a preferred provider 
man88ed care plan. With the re=nt reforms in provider payment. Medicare sets pfospective 
prices for hospitals and physicians at a substantial II discount" to usual charges. Medica.re·s 
physician payment fees, fOf example, average 68 percent of fees paid under private heal th 
insurance plans. All pro~iders who are willing to participate at these rates are pennitted to 
enroll. Physicians who agree to take "discounted" payments al payments In full. become 
participatin& phy!i.cians and are listed in di~tories of preferred providers. This has workccl. 
remarkably ~el1J to the extent that 92 percent of all Medicare physician services are now on 
assignment. 
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In addition Medicare makes HMO options available to benefic:iarici. Three-fourths of 
beneficiaries live in areas where managed we plans late available. .Seventy percent of 
HMOs now offer or plan to offet shOl'tly a Meclicatej product marlceied to Medicare 
beneficiaries. De.pite the reluctance of many elderl>; to live up their pBl'sonai physician to 
join an HMO, HMO enrollment has increased fiom 1 million in 1985 to 3 million in 
1995-about 9 percent of all Medicare beneflCiaries.l 

. . ! 
I 

:Even if enrollment were to expand more mar~edly, it is unlikdy that there would be 
savings to the program, and in fact might cost the ~ic:are program. A recent study fU\ds 
that the ~tua1 ~ost of serving Medicare beneficiwsIwho opt for HMO enrollment is S. 7 
percent more than Medicare would have had paid f01i these same beneficiaries had they been 
covered under tee-for-service Medicare coverage. lJ)stcad of savini Medicare money. the 
pmgram loses almost (; percent (or every Medic~ zhanascd care OIU'Olle.e.

I . 
Oiven the extreme variability in health outlayk among beneficiaries, there is great 

ieeway for plans to select relatively healthier beneficiaries for whom capitated rates uceed 
true costs. If managed care plans 8ucceec:l in at1r1lC~g and retaininl relatively healthier 
Medicare beneflciaries which they have very strong ~centives to do, Medicare will be 
overpaying for those under managed are, and yet ~ying the full cOst of the sickest 
Medicare beneficiaries who are unattractive to manatees care plans. Manqcd care plans 
have the option of switchin& to a fec·for-sorvice me~od of payment from a c:apitatccl risK 
contract if they experience adverse selection and wo~ld receIve higher payment under . 
Medicare's fee-for-service provider payment ru~cs. Wonthly disenrollment by Medicare 
beneficiaries also mea.n~ that managed care p1aIlS ca.ni encourage sicker patients to leave the 
plan and be cared for on a tee-ibr-servic:.e hasis. In the case of network·mode1 HMO. the 
same physician might even continue to care for the. patient when he or she c1isenrolls. 

The current method of paying managed care ~lans for Medicare patients is sertously 
flawed. Its primary weakness is that it doe.s not adequately adjust for diffcrence~ in the 
health status of beneficiaries. UnfortunatelyI a ;good; method of setting capitation rates lo 
adjust for differences in benefieiary health ,~tus· see~s years away. 

The current method of Medicare .HMO payment includes allowances for the direct and 
indirect costs of medical education even thou,h: manaced care plans do not .incur these costs; 
The payment rate also includes an allowance for disProportionate share payments even 
.though managed care plans do not cover the uninsur~. and in general are open only to those 
who can afford the premium or have employers or pubIJc programs that pay the pternium on 
thoir behalf. These factors represent about a four percent overpayment to HMOs with 
Medicare risk c::onti'acts. ' 

. The extent of managed care abuses eou~ be curbed by lowering capitation payment 
rate5 a.nd imposinc penalties on plans for hi.lt ~isenXol1ment rates. but the basic underlying 
incentives are unlibly to be substantially al~red. Nor has the long-tem success of managed 
care in controlling costs (aside from geitin, prq'Videt; price discounts) yet been demonstrated. 

s 
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Medicare Solvency 

The recent Medic.are austea repOrt· ~as focused attention on the exhaustion of the 
Part A trust fund by the year 2002. The looming fiscal crisis in Medic;;are is not new news. 
A. decade alo trustees IqJOrts predicted the trust fund would be !n.so!vcnt by now. The 
success of Medicare hospital payment refonn tn slowing Medicare hospital spendi.ng has been 
one· major Iactor in postpOning the projected date. 

What this bistory demonstrates is that the Medicare projections are hi,hly sensitive to 
changO$ in economic conciitions and to trends in the hc8.lth care industry. For example, if 
Mediwe hospltal outlays were to grOw at a one percentage point slower rale Lh&n cunenUy 
projected, the date when the Part A Trust Fund would be exhausted would move back by 
three yc:ars. 

The eurrent baseline projeclions are hi&hly un~I1ain given the changes that are 
occurring in the health ,,-are inausLry.. Advances in technology are shiftin, care from the 
hospital inpatient setting to ambulatory care. Hospitals are under pressure to contain COSts.. 

Physicians are bombarded with the 'PCJ'Vuive vicw· that it is important to practice 
conservatively and nor hospitalize patients who could ~ cared for on iUl outpatient basis. As 
these shifts occur, they will reduee the pressure on the Part A Trust fund and could 
substantially al~ futlJre projections. 

Even if the current baseline projections hold, modest pollcy chan,es could assure the 
Part A Trust Fund solycnf.:Y for !he next 10 to IS yean. For ~amplc, simply moving the 
home health benefit from Pan A to Part B would move the date back by approxim~t!ly flve 
years. 

There is no doubt that as the baby boom population begins to reach eligibility for 
Social Security and Medicare around 2010, major action will be required to assure the fiscal 
solvency of Mec1icare. 'Nhat is c1w is that such action needs to be dcsig~ed carefully e..nd 
deliberately, and with a clear mmdate to Issure the adequacy of Medicare for beneficiaries 
into the 2. ht century. . . 

If the primary concern is with federal budget deficit reduction in the thon-term, there 
are in fact few attractive al~emative$ fot reducing Medicare ClUtlay~. Cuts in benefits would 
add to the fl.l1ancial hardship on beneficiaries. This is particularly true of increases in 
deductibles or copaymc:nls on services 5uch· u hospital care or home health that are used by 
the sickest beneficiaries. Provider payment ntes coulc1.be uShtened further,. but they are 
already considerably lower than private payers. Severe cuts would jeopardi~ the fmWlcial 
stability of hospitals serving older and seriously ill patients-such as rur41 hospitals and 
tea.chin& hospitals. Some modest S3vings. might be achieved through practices such as high 
cost case manacement and selective contracting for specializc:l.1 services. 

Propos:i.ls to save Medicare money through vo~dlers or increased incentives to enroll 
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in managed care raise several concerns. Medicare has low adnUnistrative costs. Managed 
care plans average 20-2S percent lIovethu.d"-the diff¢rcn~ between actual outlays for 
medic:al expenses and capitation payment rates. Individual private health insurance plans 
often have 30 to 50 percent "overhead" rates. Vouchers to buy individual private health 
insurance plans or enroll fn managed care plans raise additional i.uues of mazketin& 
practices, I3Onfusion and possible exploitation of frail older people, as well as high 
administrative wsts for advertising, sales commissions, wi other administrative overhead. 
Adverse risk selection-as a result of pDCticcs of health plans to enroll and retain relatively 
healthier patients-could well undermine the community rated nature of Medicare, as plans 
compete for Medican: beneflciarles not on the basis of tile quality of care they offer. but on 
their ability to screen out ·those who have had a stroket advanced hean or pulmonary disease, 
or a bout with cancer. . 

Any chan,es Eo Medicare· will need to be desicned. with care to avoid unintended 
consc:qu~c:es that are harmful either to vulnerable beneficiaries or to the health system that 
provides iCCCSsib1c,high quality care. 

'Benendary Views or Medicare 

Medicare enjoys a high degree of suppon from both the elderly and non-elderly, 
Medicare beneficiaries report high rates of satisfactiun with the plan. The Medicare Current 
Beneficiary Survey finds that 89 parcent are satisfied or very satisfied with the overall quality 
of mcclic.al care ($Cc Chart 9). A Kaiser·Commonwealth Fund 1993 hca.lth insurance survey 
found that 52 percent of Medicare beneflctari.u are very satisfied with their Me.diC8le 
insurance. compared with 44 percent of families covered hy employer..provided private 
coverage, 39 percent of Medicaid beneficiaries, and 30 perunt of those who purchase private 
health insurance individually (see Chan 10). 

National opinion polls also sh')w little suppon for cutting Medicare. As shown in 
Chart 11, a Kaiser Family PoundationlHarvard University voter exit survey in November 
1994 found widespread support for Medicare. Only 8 percent of voters support decreased 
spending on Medicare for the elderly-even below the· 17 percent who support decrea..~ 
spending on Social Security. Some specific measures such as tighter provider payment rates . 
or higher payments by very well off beneficiaries (the 5 percent -with in~omes over $50,000) 
muster more support but these are unlikely to yield subsLiUltial savinas. 

, 

Medicare is an effective and .popular progra~. But more importanUy it is a proiram 
on which 37 million of the nation's sickest and mO$t vulnerable Americans rely. Medicare 
was established in 1965 bel:8use private insurance was not accessible to older Americ:ans. 
They were dropped as they reached retirement becauiC !they were bad risks. We should not 
risk Ieversini the important gain in health and economic security that Mc.dicarehas achieved 
as we look to assuring its fiscal solvency fur. future &enerations. 

Thank you. 
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Average Medicare Outlays per 

Beneficiary by Health Status, 1993 
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MEDICARE CUTS, OUT ·OF-POCKET SPENDING TALKING POINTS 


Older Americans Olready spend 21 % of their incomes on out-of-pocket health care, not 
even including nursing home CHl'C. This is almoliUhreetimcson average what fanulies . 
under 65 years old spend. 

. Older Americans currently spend an average of $2,500 on health care out-of-pocket. The 
Republican cuts that totalS2S0 billion between 1996 and 2002 would amount to Sl,t'i30 

. per beneficiary in the year 2002.• 

The Republicans say thllt.they are not cutting Social secUrity. However, the effect of a 
Medicare cut ii II. back-door reduction in the Soclal Security benefits. Whereas the' 
estimate increase in the median Social Security check will be $400 in 2002, the. 
'Republican. cuts ~ould Q.v~age $1,690 per. beneficiary in that year.. 
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MEDicAID LONG TERM CARE TALKING POINTS 

• Long ~nncan= acCOuntCi tor Dlor~ thWt one~thiro ofall Medicaid ependipg. Given the 
, magnitude of the: cutS proposed by the Republil:aIlS, states 'could not pos:dbly respond, 
without making deep reductions in eligibility for lone term care, benefits, or payments to 
nursing ,homes and community~based providers. 

. ... '\ , 

•• In 1993, 2.9 million people relied on Medicaid for nursing home or community-bused ' 
IonS term~. According to an analysis by Lcwin·VHI. cuts of the magnitude proposed 
by Republicans could re4uce federal long tcri:n ca.n:spending by over $37 billion from 
1996 to 2000. They predict that over '1.7 million long-term care beneficiaries would lose 
services or be unable to secure services by2000. 

• 	 Cuts ill Medicaid long term care coverage would hurt middle class people, not just the 
poor. 'Medicaid pays for 41 % ofall forma.llong tenlll:i:U'e, and for over half of all nursing 
home care. ' ' 

Elderly and disabled'people are already pa.ying t~o:much out-of-pOcket for nursin~h6me 
c'are -- $23 billion in 1993. almost three times what they ~pcnt in 19KO. WithoUt . 
MediCaid, the 13 million Americans with an elderly parent or spouse who lsdjss.bled 
would face nursing hqme bUls that average $38,000 a year.. ' 
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57.9% 
55.9% 

" ,< 

, .. 

' .. 
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MEDICARE 
Potc~tial (uts to be Consid~Nd by the l04th Congress 

Descrivtion FiVe-Yeu'Saying~ 

Part A- HospitalS, 
, . 

, ' 

Reduce inpatient 1-'1"5 'llpntltp.s (~aVings reflect 1% ' . ' ,$~·$30billiull· . 

reduction from mArkp.t basket) 


Capital Reductions::'-For discharges be'giruting in Fy 1996, .,.$1cf - $15 biilion 

reduce/the unadjusted federal capital paymenLrate '~Y ,,' ' 

7.31% and the unadju::ited luisvilal-specific payment.rate '. 

'by 10.41% FY1996 through 200Q-----'requce capital update by, .• 

4.9%. fY 1996,U1l'ough 200J--reduce inpatient capit~l 
· paYlllenls to exempt hospitals DY 15%. 

Disproportionate share hO'spital reductions (estimate 
reflects cutting DSH payments by half)' ,,' '. ' , 

Moratorium on new long term care hospital$' " . 

Redu'ce indirect medical ,education adjtlstmp.rtt (~stiIhate 
reflects reducing IM1i acijitstmpnt to :lO% .1n [Sf Y~aI?; 

· Redu('~ direct medica1 €'oucation payment,$ 
.' 1.. . < ~'. 

l:~JiminAtp. Mp.dicare's Additio~arPaymentsto Sole' , 

l.oT11rrl1mity Hospitals . 


Continue MedicanY::I 'traIt~iLion ~~ prospectiv'e,paymerit 
for facility l:Osls in hospital outpatient departments . 

$20 - $25 billion 

"', 

$05,- $'1.5 billion 

.' " 

,$17 - $23 billion' 


$l'~O - $2 billiun 


. . $1.5 -$2 billion 

$0.5 - $1.0 billion 
", 

Eliminate .Medicare paymt:i.l1t!l to hospital::; for .. ·$2 -$2$ bill~on . 
· benefidarie3~ bil~ debts 

. Part A - Skilled Nprsing Facilities 

Reduce or· eliminate catch,,:,up i1ftp.rfrp.p.ze on SNF cost., •. 

Iimil,,,p.xTlIrp~ 'I ntl /9fi , .. $1 • $1.5 'billion 
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fart B - Hospitals 

Eliminate the,' "[ormula-:-drivet:' overpayment" 

Fart B ..: Physicians 

Base Medicare Volume Performance Standards on real
I GDP per capita growth 

.[ Establish cumulative growth targets for physician services, 

Reduce Medicare fee schedule conversion' factor one timel 

, except 'for primary care physicians (estimate, refleCts a 3%,I ,redu~tions) 

J Limit payments, to high cost ,medical staffs (RAPs) 

I 
Part B - Clinical Laboratories 


Competitively contract for al~ Part B laboratory services 


Part B • Beneficiari~s '.
,I 

,'Competitively c,ontract for other Part B services and'" 

, supplies


,J 
Income-relate Part B premium-increase premium on 

, sliding scale basis to 75% of part B program costs

J 
Increase to $150 and index Medicare's deductible for 
physicians' services 

I 
Increase SMI coinsurance rate to. 25 .percent 

,j , Re-establish 20% coin.surance for I.., bt.)ra tory services 

Establish 20 percent coinsurance for all home health andj SNF services ' 

1 
J 

I 

$10 :.. $15 billion . 

·1 

$7 - $9 billion 

$6 - $8 billion 

$3 • $5 billion 

$3 -: $5 billion 

$1.5 - $2 billion 

$1.5 - $:? billion 

$5 - $7 billion 

$10 - $12 billion' 

$17.5 - $22'.5 billion 

$8 - $1'0 billion 

$20 ,- $25 billion 



... 

" 

\ . 

· earts A & B Hospitals I Physicians 

Expand Centers of Excellence for coronary artery bypass $Q.6 ~ $1 hilli.on 
graft surgery . 

1;'arts·A &5· HOme Health'" 

Eliminate,catch-up after home health freeze expires on $2.5- $3.5 billion 
7/1/96 ' . , 

Lower home health limits to 100% of 'median $0.75 '. $1 billion 

Parts A & B - Beneficiaries 
. . 

. 'Require a 10% copaymenton all home health visits for '$10 - $12 billion 
visits other than those occurring 30 days' after discharge 

Parts A'&B ~Medicare Secon~ Payer (MSP) 

Extend MSPdata match with SSA and IRS $0.6 - $1 billion 
. . 

· Establish a threshold of 20 employees for MSP for the . $0.7.- $1 billion. 
disabled ' 

Extend MSP for disabled provisJon in,OBRA 1993 $2.5 - $3 billion 

· Extend MSP for end-stage renal disease p~tients provision $0.2 - $0.3 billion 

Qther 

. HMO payment ~eform $1.5 - $2 billion 
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EFFECTS OF REPUBLICAN MEDICARE CUTS 


• 	 Republicans have proposed to cut Medicare funding by $300 billion between now and 
2002 -- a 24% cut in 2002 alone. 

• 	 Medicare managed care cannot produce the magnitude of savings being proposed by 
the Republicans. For example, Senator Gregg predicts that managed care could save 
$35.::-45 billion between 1996 and 2000, although there is no evidence. that managed 
care can produce Medieare savings of this magnitude. But even this overly optimistic 
projection produces less than one-third of the cuts being proposed by Republicans. 

.. 	 Claims that substantial savings can be achieved through Medicare managed 
care actually rely on capping federal contributions or on charging beneficiaries 
more to stay· in fee-for-service Medicare. 

CBD testified in January that expanding enrollment in managed care plans 
under the current system would be unlikely to reduce federal costs, and that the 
necessary changes to the existing payment system would be "difficult to 
specify." 

.. 	 Even with an improved payment methodology, the savings to Medicare would 
be only a small percentage of cuts being proposed by Republicans. 

• 	 Even if the level of savings suggested by Senator Gregg (extended through 2002) for 
Medicare managed care could be realized, the proposed cuts. would have serious 
impacts on beneficiaries and providers. If the remaining cuts were allocated so that 
beneficiaries bore 50% of the burden and health care providers bore the remaining 
50%: 

.. 	 Elderly and disabled beneficiaries who were enrolled in Medicare between 
1996 and 2002 would have to pay about $2,980. more for Medicare. In 2002 
alone, they would be required to pay about $775 more. 

II- In 2002 alone, a 9.3% cut in Medicare payments to hospitals, physicians and 
other health care providers would be needed. 

• 	 Cuts of this magnitude would cause serious financial distress to the nation's medical 
system. Hospitals and other providers would still .bear the growing burden of 
uncompensated care. 

.. 	 There are now 40 million uninsured Americans, and this number will continue 
to grow .. 

• 	 Huge Medicare cuts, combined with the growIng uncompensated care burden, will 
force providers to shift costs to business.· /And because their disadvantage in the 
insurance market, small business will bear the brunt of this cost shift. 



, , 

• 	 Reducing Medicare payments would disproportionately harm rural hospitals. 

• 	 Small rural hospitals -- often the only hospital in their county -- depend heavily on 
Medicare as, a source of revenue. Many of these hospitals already are in financial 
difficulty and cannot absorb large Medicare payment reductions. ' 

• 	 In the last Congress, bills sponsored by both Republicans and Democrats contained 
large Medicare cuts. However, unlike current Republican proposals; the bills last year 
reinvested their savings into the health care system through subsidies to expand 
insurance coverage. Reinvesting the savings would have reduced the uncompensated 
care burden on provider and business and mitigated many. of the adverse effects of 
Medicare cuts. 

• 	 Despite the current rhetoric, Me'dicare 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 growing 
only about 1 % faster than private health insurance. 

So, unless Medicare can control costs substc;mtially better than the private 
sector, beneficiaries and providers would be forced to shoulder the burden of 
the huge cuts being proposed by Republicans. 
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EFFECTS OF CAPPING MEDICAID 

IMPACT OF CUTS 

• 	 Medicaid is a safety net for over 35 million mothers and children, the elderly, and people 
, with disabilities. '. 

lito 	 About 60% of Medicaid spending services are for the elderly and disabled. (This 
includes acute care services, such as hospitals, physicians, and prescription drug 
coverage.) 

lito 	 About 35% of Medicaid spending is for long-term care. ' 

• 	 Republicans have proposed (through the use of a block grant with a 5% cap on growth) to 
cut federal Medicaid funding by more than $190 billion between now and 2002 -- a 30% 
cut in 2002 alone. ' 

• 	 'Though the Republicans claim that all they are doing is 'providing added flexibility to states, 
what they are really doing is cutting $190 billion in critical health care services. 

• 	 Managed care savings cannot offset even a small portion of these cuts. Even under. 
optimistic assumptions, managed care could produce only about $10 billion in savings 
between now and 2002. The remaining $180 billion in, cuts proposed by the Republicans 
would have to come from deep cuts in payments to, health care providers,' benefits and 
eligibility. ' 

If the $180 billion were divided equally among cuts in health care provider payments, 
benefits and eligibility: 

lito 	 Total payments to hospitals, physicians and other health care providers would be 
cut by $60 billion between now and 2002. The cut in 2002 alone would be about 
$17 billion. 

Cuts of this magnitude would place a heavy strain on public and inner-city 
hospitals and other providers -- who depend on Medicaid to keep their doors 
open. This would further erode access to services for Medicaid beQeficiaries. 

Eliminating outpatient prescription drugs for the tens of millions of Medicaid 
beneficiaries would roughly offset one-third of the cuts in 2002, a particularly 
burdensome cut for'the vulnerable and elderly. 

, And, in 2002, eliminating coverage for roughly 2.5 million mothers and children 
, and over three-quarters of a million elderly and disabled together would offset the 

remainder of the cuts. 

• 	 ' Even these dramatic figures probably understate the true level of cuts under the Republican 
proposals, since states, like the federal government, are looking to spend less on Medicaid, 
not more. Under Republican block grant proposals, states could save money only if they 
cut more than $190 billion out of Medicaid. 

VARIATION ACROSS STATES 

• 	 An across-the-board 5% cap on Medicaid spending does not recognize significant 
differences across states, leaving some states even harder hit than these numbers suggest. 
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Growth rates vary significantly across states and over time in a given state. Across 
states, variation results from differences in population, regional medical costs, 
enrollment patterns, and service mix. Over time, a state's growth rate can change 
because of recession or other economic factors. 

When a recession occurs in a state, the number of people without work that qualify 
for Medicaid can rise dramatically, increasing program costs. With a cap on 
Medicaid, states would bear this burden. 

Ironically, states with the most efficient programs are most penalized by a 5% cap 
-- because it is hardest for them to find additional savings. ' . 

. Retirement states with large numbers of elderly residents would bear a, 
disproportionate burden as the population ages. 

• 	 A new analysis of Medicaid block grants conducted by the Urban Institute for the Kaiser 
Commission of the Future of Medicaid finds that a 5% cap on the growth of federal 
Medicaid payments would cost states over $167 billion between 1996 and 2002. [Note: 
This estimate is less than the CBO baseline estimate]. 

• 	 'New York, California, Texas, Florida and Ohio would lose the largest amounts. 
New York would lose $18.5 billion, California over $14 billion, Texas almost $11 
billion, Florida $9.5 billion, and Ohio over $7 billion. 

States in the South and Mountain regions would have the biggest percentage 
reductions in federal payments.' Reductions during the period would average over 
20% in states such as Florida, Georgia, Arkansas, Colorado, Montana, West 
Virginia and North Carolina. 

NO EVIDENCE THAT THIS LEVEL OF GROWTH IS ACHIEVABLE WITHOUT SEVERE 
CUTS 

• 	 Republicans claim that managed care can generate enormous savings. 

• 	 .But, there is no eVIdence that managed care alone can achieve the level of cuts 
they are proposing. . 

States already are aggressively pursuing managed care, but the populations for 
whom care can readily be managed -- children and AFDC adults -- account for 
less than one-third of total Medicaid spending: And, over one-third of these 
recipients already are in managed care. . 

Applying managed care techniques to the services typically used by the elderly and 
disabled (such as long-term care) is largely untried, making the potential for 
savings hard to predict. 

• 	 The potential for managed care savings also varies tremendously across states .. States that 
have already applied managed care broadly will be less able to achieve additional savings. 
In rural states, where HMO coverage is not readily available even in the private sector, 
efficient managed care also is not a real option. . 

• 	 Some may point to low Medicaid growth rates in certain states as evidence that a 5% cap 
on growth is achievable. 



While a few states may be able to hold growth down to 5% for a few years, no 
state has demonstrated the ability to sustain such a low growth rate for any 
significant period of time. 

Since 1992, 19 states have applied for state-wide health reform demonstration 
waivers from the Department of Health arid Human Services. Under these 
waivers, states are able to change their Medicaid programs to increase efficiency . 
and expand coverage. No state h(ls· projected an annual growth rate over the 
period at or below 5%. 

• 	 Republicans justify these cuts by claiming that . Medicaid spending is out of control, but the 
facts show otherwise. The truth is that both the Congressional Budget ·Office and the 
Administration project that Medicaid spending per person will grow no faster than health 
insurance spending in the private sector: 


