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TO: Carol July 17, 1995 
FR: Chris J. 
RE: MedicarelMedicaid Growth Rate Comparisons 
cc: Jen and Jeremy 

Attached you will find a set of charts and background information oli MedicarelMedicare 
growth rate comparisons with the private sector. 'Since everyone is working off the CBO 
baseline, I had our HHS folks do our estimates working with the CBO model/numbers. 

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

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

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

,UNDER THE REPUBLICANS"BALANCED BUDGET PROPOSAL' 


The Republicans have proposed that' Medicare spending' can b~ reduced by $270 billion between ' ' 
1996' and 20~2 in their Balanced Budg~t ProposaL, .. 

->-1.' 

MAGNITUDE OF THE CUTS 

.. ,Medicare cuts are 33% of aU spending reductions under theRepubJicans' Prop~saL 
Allliotlghthe Medicare b~neficiaries represent about 13% of the U.S. populatiori and 

"Medicare is 1,1% of the Federal outlays, Republicans have proposed thatovei 33% ofllie 
savings from policy change, leading to deficit reduction will come from Medicare. ' 

'Almost an Veterans;s Benefits would have. to be eliminated to equal the'size ofthe 
Medicare cuts, , .. ' , ' 
To get a sense ofhow large $270 billionis: the Congressional Budget Otfice projects that 

, Veterans' Benefits will cost about $280 billion between 1996 and 2002., Ninety-five 
percent ofgovernment spending on Veterans woUld need to be eliminated to equal the, 

, size' otthe Medicare cuts. ' " . 

• , 	 Republicanswould reduce Medicare spending by 14%.' 
The cuts proposed by the Republicans represent a 14% reduction in Medicare spending 
between 1996 and 2002;' This is 20% in 2002 alone. If service reductions were the only 

" way to achieve $270 billion dollars in savings, then Medicare could no longercover 
, home health and the skilled nursing facilitysez:rices~der the Republican proposal. 

SPENDING PER BENEFICIARY 

• 	 Medicare spending per berieficialy "Will fall by $1,700 by 2002 .under the Republican, , 
ProposaL ' 

. Under current law, tota1,Medicare spe~ding will be '$274 billion in 2002, o~ $8,350 per,' 
beneficiary. The projected Medicare spending per beneficiary after the RepUblican cuts " 

, would be $6~650, or $1,700 less. 	 ' 

, . Republic3nscuts would' ~dd billions to older Americ3Il"s already high ~osts. 
Currently, 'older Americans spend21C)looftheir income on out-or-pocket health care costs. 
Assuming that the Republican cuts are clivided equally ,between beneficiaries and 

, providers: " 	 ' " . ' , 

0' In the year 2002alone"e~ch berieficiary couldpaY$625moie in out-ai-pocket 
•costs than under thePresident'sproposal; coupies could pay $1,250more. 

, ' , 	 , \ " , , 

1, 
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o 	 Over the seven~year period,benefrciarie~ ~ouldpay an 'additi~na1'$2)825 ($5,650 per 
, couple) out-of-P9cketrelative to the Pre~identts proposil: '" ',,' 

, ,GROWTH RATES 
., 

Republicans would reduce growth in'spending per beneficiary by more than one-
ili~d. " 
Gro"vth in' expenditures per recipient is expecte~ to average 8.2~ under the CBO baseline 
het\Veen 1996 and 2002. The Republican proposal would reduce this rate byover one
'third t04.9% over this sari1~period.,·· ,",' \ '. , 

• Republicans' Medicare growth would be significantly slower: than that of private 
, ' 	spending per beneficiary. " . ," 

The Republican growth.rate peibeneficiary of 4.9% '\.vould be significantly lower than the 
private per recipient growth rate of7.1%. ' ; , 

. , 	 \ 

',' 

• Republicans' Medicare growth woula also be lower than medical inflation. ' 
Medical inflation (the medical cO,mponent of the consumer price index (CPI)) is projected 

, to be 5.3%, which is higher than the 4.9% pr~ie:ted under the Repu~licans' Proposal. 
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. BACKUP 
. Comparison of President's Proposal and Republican Conference Agreement 

. . 
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, Baseline President . , . 
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, . Percent Reduction from Baseline: 
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July 26, 1995 

HIMOR1;NDUM 

TO: chris Jannings 

FROM: Gerry Shea 

RE: Hedicare/Medicaid Bearings 

I wanted to give you an updated list of cities, dates 
and participating members of Congress for our upcoming 
Medicare/Medicaid hearings: 

PARTICIPATING 
MEMBER. OF CONGRESS 

Seattle 	 Aug. 22 Sen. Murray 

Chicago Aug. 24· Rep. Durbin 
Sen. Simon 

(tentative) 
Sen. Moseley-Braun 

(tentative) 

'Detroit 	 Last week Rep. Dingell 
of August 	 Sen. Carl Levin 

Rep. Sander Levin 
(All hopefuls) 

Boston 	 Aug. 14 or Sen. Kennedy 
sept. ? 

Miami 	 Sept. ? Sen. Graham 
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As I told you in previous phone conversations I I think 
these events would be much stronger with members of the 
Administration on the panel receiving testimony on the effects 

-that large Medicare/Medicaid cuts would have. 

Anything that you can do would be much appreciated. 
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An Historical Look at the Medic.are Trust Fund 

• 	 Republicans have been dlitorting Issues surrounding the 1995 Medicare Trustees 
report ever since it was issued in April. According to the Republicans. this report -
in stating triat the Trust Fund will reach insolvency in 2002 -- contains startling. 
brand-new news -- that ought to alarm America's seniors. In his latest alarmist 
tactic, on July 25. Speaker Gingrich. called upon the President to send every 
Medicare peneficiary a copy of the report. . 

• 	 What Speaker Gingrich 'fails to mention is that the 1995 Medicare Trustees report 
is actually mQre optimistic than the 1993 Trustees report and the 1994 Trustees 

. report! The 1993 Trustees report stated that the Trust Fund would reach insolvency 
in .liaa and the 1994 Trustees report stated that the Trust Fund would reach 
insolvency in 2.QQ1. Where was Rep. Gingrich in 1993 and 1994? 

• 	 In fact, virtually every single Trustees report that has been issued since Medicare 
was created in 1965 has stated that the Trust Fund will become insolvent within a 
certain number of years -- from as soon as M.Q years to as late as 21 years. 

• 	 However. throughout the 30-year history of the' Medicare,program, Congress has 
always acted to prevent the Trust Fund from~ver actually reaching insolvency. 
Without fanfare. without scare tactics, and without hyperbole, Congress has acted 
to restore the Trust Fund's balance. 

• 	 The finding in this year's TJusteesreport that the Trust Fund will become insolvent 
in seven years Is actually less dire than that of many previous years. Indeed. eight 
earlier Trustees reports have reported solyency of seyen years or less. 

• 	 For example. in .19l.Q.the Trustees reported that the Trust Fund would go broke In 
lli2., 

• 	 In 1.2Z2.. the Trustees reported that the Trust Fund would go broke in 1iZ.6. 

• 	 In .1aaZ. the TqJstees reported that the Trust Fund would go broke in 1.e.61. 

• 	 In ~, the Trustees reported that the Trust Fund would go broke in~, But the 
Clinton Reconciliation Bill extended the solvency of the Trust Fund. So, in 1994, the 
Trustees reported that the TrustFund would remain solvent until 2001, and in 1995, 
they reported the Trust Fund would remain solvent until 2002 -- Instead of 1999. 

• 	 In 1995, as they have in the past. the Democrats in Congress -- without fanfare .. 
without scare tactics, and without hyperbole -- are prepared to once again pnact 
legislation to address the Trust Fund's rnQst recent solvency problem --L,pnce 
massive tax cuts for the wealthy are taken off the table and once Medicare is taken 

. ou't of reconciliation. J 	 ' 
\,D .
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, TALKING POINTS FOR 


SIGNING HA 483 (MEDICARE SELECT) 

) 

• 	 By extending and expanding the Medicare SELECT demonstration to all ~o 
9tat~sl this bill allows Medlcar. beneficiaries to cqtNinue to yoluntarlly purchase 
Medicare SELECT pollclea, which are special typ~1 Medicare supplemental 
health Insurance. SELECT enrollees agree to use a restricted provider network 
in exchange for premiums that are ~ploally lower than those of regular 
Medioare supplemental health insuranoe policies. 

While I am signing this bill. I remain eoncerned about Issues raised in the 
preliminary results of our evaluation of the demonstration, particularly the 
potential for Medicare cost Increases and ooncerns about the requIrements for 
quality Of and acoess to care In the SELECT networks. , 
The Medicare SELECT debate during this Congress has also raised awareness 
of problems assoolated with the use of attained-age rating for establishing 
premiums, Under this type of rating methodology, the insurer adjusts the 
premiums based on the beneficiary's age. ThiS means that a policy may be 
sold at what appears to be a bargain rate when the beneficiary is younger, but 
that it becomes rapidly unaffordable in later years when the policy may be 
needed the most, Although SELECT poliCies have been touted by some as a. 
"great value." I am concerned that the use of attained-age rating may 
exaggerate the reported value of these products. 

While we are committed to expanding and Improving choices for Medicare 
benefloiaries, we want to do it the right way. We will be closely watChing this 
program as it is expanded to the additional states and will not hesitate to 
return to the Congress If the 11nal evaluation results do not demonstrate that 
this new option Is a true value for Medicare benefloiarles. 
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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. . , 

• 
, . 

If cuts these were allocated so that beneficiaries bore 50% of the burden and health 
care providers bore the remaining 50%: 

II> Elderly and disabled beneficiaries who were enrolled in Medicare between 
1996 and 2002 would have to pay about $3,750 more for Medicare .. In 2002 
alone, they would be required to pay about $1000 more .. 

II> . In 2002 alone, a 12% ~ut in Medicare payments to hospitals, physicians and 
other health care providers would be needed. 

• Medicare managed care cannot produce the magnitude of savings being proposed by 
the Republicans. 

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

CBO 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 Medic~e would 
be only small percentage of cuts being proposed by Republicans. 

• 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. Arid because their disadv~ntage in the 
insurance market, small business will bear the brunt of this cost shift. 

• Reducing Medicare payments would disproportionately hann 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 uncomperisated 
care burden on provider and business and mitigated'many of the adverse effects of 
Medicare cuts. 

• 	 Despite the current rhetoric, Medicare 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 substantially 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. 

• 	 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: . 

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

Eliminating outpatient prescription drugs would roughly offset one-third of the 
- cuts in 2002. 

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. 

~ 	 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 s~vings. 



, 

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 K3iser 
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. 

~ 	 S~ates 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 and Human Services. Under these 
waivers, states are able to change their Medicaid programs to increase efficiency 
and expand coverage. No state has projected an annu,al 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 per~on will grow no faster than health 
insurance spending in the private sector. 
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.. Talking Points 

on Republican Budget proposals: 

."A Broken Contract with American Families and The·ir Parents" 

Hay 10, 1995 

INTRODUCTION 

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

They promised to balanqe the budget without hurting 
anyone and without raising taxes -- while 9'iving 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 t~rminate 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 fal;m programs. 

In terms of tax increases. 

• Republicans are.proposing·to raise taxes on 
·millionsof working 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 budgetprogr~m•. 

• House Speaker Newt Gingrich has called the tax 
cut "the crown jewel. of the Republican contract. 11 

1 
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. . '. . 
• Senate" Republican leaders --Bob Dole, Trent 
LOtt, "and others ...:.- and Sen;. Phil· Gramm are 
committed toa tax "cut. andsCiY they will push "for 
one'on the Senate floor... . . . . . . . 
.' ' ..' . . 

• 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_ 

2 .. 
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I Medicare and the Budget 

• House Speaker Newt Gingrich wants to treat Medicare. apart 
from the budget, but that statement is m~aningless 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. 
zt's not tied up in the budget. zt's not tied into 
getting to balance by 2002~" 

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

• And Republican plans rely heavily on it to get to balance. 

--Domenici's Medicare cut is the largest single cutin 
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 Medicare/Medicaid Growth Rates 

• Republicans. imply that Medicare and Medicaid are growing 
out of control, but in·facttheyare.groWing at the same 

. per-person rate as private health plans~ . 
. .... . . 

• Republicans are proposing to'force Medicare spending down, 
. but to ignore healthreform in general. . 

'. ' 

• In effect, they are ,proposing, to' make Medicare a "second 
clas~"·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 spending ·are rl.sl.ng .9
10 percent a year because of increases in .the numbers of, 
beneficiaries and the 'costs of medical services, including 
improvements in techno~()gy and care. 
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-:--While that may seem high, on a per-person basis, 
Medicare spending is projected to grow at about the 
same rate a~ 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 .. Oomenici propose~, isa'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-income 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 priv~te sector-- creating a growing 
"quality gap" between care for seniors and health services 
'for others. 

4 
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Medicare/Medicaid cuts 

Medicare cuts: 

• If distributed evenly between providers and beneficiaries, 
. the. Republican Medic(ire cuts.could ·force beneficiaries to 
.pay: 

between $l1ys>and $~I)!?¥>more in. c;>ut-of-pocket costs in. 
. 2002; and 

-- between $p;l'to::':-,~-'arid $3;j{j3;Jmore in out-of-pocket 
costs over 7 years • 

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

~- By 2002, the typical Medicare beneficiary would see 
40-50 pe~cent of his or her Social Security COLA eaten 
up by increases in Medicar~cost sharirig and premiums. 

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

Medica.id cuts: 

• Cuts in Medicaid .are especIally outrageous:. 
'- . . .' . .' .. 

~- :Medicaid provides health. insurance:for the most 
vulnerable Amet-icanS ~ ,'.' " . 

• 2/3 of Medicaid'. costs' go to the indigent elderly 
and disabled, wbo have no other available 

.resources. . 
. : ... /~~.

: '~. 

.Medicaid is also. a vital protection for middle
income Americans • 

•·~orkin9 families with a parentwho'needs long
term care would face nursing . home bills ·.of an 

.. average of $38,000 a year without Medicaid • 
. . 

• Working couple~l~h6 may need long-term care 
after retirement rely on Medicaid to get such 
care. 

If distributed evenly'6etween eli~lnating 
'eligibility for the elde171yand disabled, eliminating 
eligibility for ch:'ldren,cutting services, and cutting 
provider .payments" Republican cuts in 2002 alone would 
mean: 
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• 7 million chil4ren,~ould lose.coverage; 

• 1 million elderly and disabled would lose 
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. Car'e and. savings 

• Republicims claim that they. c~n produce significant 
savings by giving beneficiaries more managed care choices 
simply are not. true. . 

-- As eBO reported recent~y I' . 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 Medicarefee-for-service -- would be ~eeded" 

. , ....-.. . 

Impac~ on Providers 
. •. large reductions in Medicare payments would have a devastating effect on a 

, . significant nt:imber of.urban safety-net hospitals. . 

.for large urban public hospnais, which are heavily used by Medicaid and 
·self-pay patients, Medicare' is an" important source of adequate payment. . ." . 
. AcCording to the 1994 Special Report of the Nat~onal AssOCiation ofPublic . " 
. Hospitals, while Medicare in 1991 was the payer for only 11 percent of . 
discharges in these itlStltutions# it accounted, for almo.st 20 percent of net 
. operating revenues. • . 

. • . Large reductions in Medicare payments could als~ endanger rural hospitals. . ,,' . . 

Nearly .10 million Medicare beneficiaries (25 percent of the total) live ,in 
(Ufal America where there is often only a single hospital in their county. 
These rural hospitals tend to be'smaHand to serve primarily Medicare 
patients. . 

Significant reduction~ ,in Medicare reyenues will cause many of these 
hospitals, which alrecdy are in financ:c.1 distress, to clo5e or to turn to I~xal 
taxpayers to increasE what are oftens'..:bstantiallocal subsidies. 
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. The· Earned:tncOme Tax Cre.dit (EiTe) and the Economic:tmplications 
. of' Republican Budget,' Plans,. \ . 

EiTe:' 

• 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 proposal~'reveal~e '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 actuallyinc:rease 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, whicllwould ensure that working Americans do not have 

'to raise their families in. poverty. 

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

-- The 1993 l'aw' was designed to help. those who ,are not. 
benefiting from the current economic expansion. 

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

-- Freezing the proposed EITCexpansions 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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Medicaid Cuts.. 

That States Would Be Forced to Make 


2002 


nearly one million elderly 

Elilninate coverage for dental, 
Reduce provider paymentsscreening services for kids, 
by almost $13 billionand hospice and home care 

Eliminate coverage forEliminate coverage for 
7 million kids 

and persons with disabilities 

NOTE: Assuming 25% cuC in each of these categories. 
41hl'Uh 
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Comparison of Growth Rates: Calendar Years 1996 - 2002 

BASEUNE REPUBLICAN PROPOSALS 
Admin. cao Admin. CSQ 

Private 
Total 8.1% 7.5% 

Per Capita 7.6% 7.2%

Beneficiaries 0.4% 0.3% 

Medicare 
Total 8.9% 9.7% 7.1% 7.1% 

Per Capita 7.6% 8.3% 5.8% 5.8% 

Beneficiaries 1.3% 1.3% 1.3% 1.3% 

Medicaid 
Total 9.3% 10.2% 4.5% 4.5% 

Per Capita 5.3% 7.0% 0.7% 1.4% 

Beneficiaries 3.8% 3.1% 3.8% 3.1% 

SOURCES: HCFA National Health Accounts; HCfA Medicare & Medicaid Baselines 
-eso; Projected National Health Expend'ltUres. MeQlQlre & Medlcaid Baselines 

Note: Me<iicaid recipiont growth is from program data. since the NHA use unduplicated CXlunls at recip 

and are thus lower ttlan program data 

. ' 
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.Per Capita Growth Rates 
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Private & Medicare, 1996 - 2002 
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Projected Medicare Beneficiaries by State 

1995 2002 

37,631,000 41,299,000!& 

641,971Alabama· 703,082 
33,784Alaska 49,n3 

598,737Arizona 743,525 
,. ' 422,580 450,365Ar1<ansas 

3,638,311 4,034,936Califomia 
423,478 514,095Colorado 
503,906 533,943Connecticut 
100,545 115,722Delaware . 
78,730 76,330District of Columbia 

2,615,604 2,951,680Florida 
632,454 953,079Georgia 
150,616 184,336Hawaii 

171,120149,769Idaho 
1,625,766 1,690,497Illinois 

827,174 690,461Indiana 
476,142Iowa 464,783 

Kansas 383,997 397,890 
Kentucky, 585,590 636,855 

582,491Louisiana 634,122 
Maine 202,149 221,565 
Ma_l)'Ia_nd 604,202 en,465 

937,292Massachusetts 996,344 
Michigan 1,354,523 1,481,749 

632,457Minnesota 671,394 
Mississippi 395,768 421,611 

834,228Missouri 876,863 
Montana 129,141 141,557 

249,529Nebraska 256,357 
Nevada 194,035 295,417 
New Hampshire 156,237 178,655 
New Jersey 1,174,802 1,244,404 

212,160 257,452New Mexico 
2,645,176New York 2,718,120 

North Carolina 1,028,054 1,202,196 
103,4n 106,274North Dakota 

Ohio 1,673,948 1.600,336 
Oklahoma 487.056 519,526 
Oregon 470,268 524,031 

2,083,051Pennsyl\'l!nia 2,167.966 
Rhode Island 168.503 175,375 
South Carolina 508,654 593,614 
South Dakota 117,061 122,1n 
Tennessee 769.041 653,930 

2,090,369Texas 2,419,444 
228,000 . utah 18a.349 

82,989Vermont 91.752 
818,458V'!IIinia 936,637 

Washington 687.136 n1,7S1 
West Virginia 330,115 348,402 

763,230Wisconsin 804,207 
60,570Wyoming 72,355 

Puerto Rico 476.704 527,920 
330,201 357,073All Other Areas 

NOTES: Based on historical state share of Medicare enfoll~s, trended forward with growth in the states' share of enrollees, 
• Totals may not add due to rounding 
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.Effects of the KasICh Medlcaro Proposal By State 
Losses by State Under the Proposal 
(FIscal years) 

., 

IAggregate OOllan; 
2002 
".. 

US 84,900 

Alabama 1.986 
Alaska SO. 
Arizona 1,491 
Arkansas . 627' 

California 11.830 
Colot'ado 1.147 
Connecticut 1.247 
Delaware 261 
District of Columbia 1.431 
Florida 9.314 
Georgia 2,on 
Hawaii 432 
Idaho 149 
Illinois 2,652 
Indiana 1.569 
Iowa 495 
Kansas 834 
Kentucky 968 
Louisiana 1,590 
Maine 231 
Maryland 1.066 
Massachusetts 3.072 
Michig?n 2.185 
Minnesota 1.512 
Misslsslppj 674 
Missouri 1,531 
Montana 157 
NetKaska 338 
Nevada 638 
New Hampshire 292 
NewJen;ey 2,320 
New Mexico 249 
New York 5.359 

. North Carolina 2,165 
North Dakota 159 
Ohio 2,584 
Oklahoma 757 
Oregon 1.010 

".526 
Rhode (stand 482 

.South CeroIioa 1,103 
South Dakota 153 
Tennessee 2,378 
Texas 5."28 
Utah 331 
Vermoot 105 
Virginia 1.052 
Washington 978 
West Vuginia 471 
Wisconsin 914 
\Nyoming 49 
Puerto Rico 457 
All other Areas 3 

millions) . .t'er~Ita t:.tteet (: 
1996-2002 2002 

279,200 1,028 

6.1-«3 1.412 
171 . 502 

4.799 1.002 
2.165 696 
37.780 1.466 
3.579 1,116 
4.103 1,161 
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 
2.741 1,048 
3.318 760 
5.235 1,254 
625 521 

3.752 787 
9,828 1.542 
7,717 737 
4,725 1,126 
2,297 199 
5,219 873 
551 553 

1.158 659 
1.9-«l 1,080 
956 . 816 

7.945 932 
666 434 

18.539 966 
6,998 900 
551 750 

9.083 718 
2,625 729 
3,213 963 
15.419 1,03.( 
1,511 1,315 
3.495 a29 
530 628 

1,531 1,393 
11.608 1.122 
1.096 121 
365 573 

3,711 " 561 
3.371 633 
1.628 616 
3.254 569 
162 337 . 

1.466 433 
14 4 

~ I benet., 
1996-2002 

3.447 

4.4SO 
1.~9 
3.389' " 
2,435 
4.763 
3.630 
3.885 
4.002 

NA 
5.082 
3,649 
3.710 
1.603 
2.710 
2,994 
1,845 
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 
2.155 
3.229 
1.761 

3."23 
3.012 
2.604 
2.562 
2,560 
3,135 
3,570 

",336 
3.043. 
2,186 
4.509 , 
3.157 
2.511 
2.03.( 
2.044 
2,2-«3 
2.362 
2.044 
1.313 
1.440 

20 

Variation in the costs per beneficiary across,states reflects factQrs such as: (1)'pradice pattern differences, 
(2) cost differences; (3) differences in health status and the number of very old persons ina state; 

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


NOTES: Assumes that increases in beneficiary out-of1>Oc:l<et costs (e.g .• premiuims and coinsurance) are equal to 50% of the total cuts. 

Based 00 historical state share of Medicare outlays &. eflrollment. trended forward with growth in the states' share of outlays &. enrollment. 

Estimates based on Medicare outlays by location of service delivery. nlUS. certain state estimates may be affected by 

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

State boroer crossing makes the District of Columbia estimates unreliable, 

Technical reestimates of the aggregate savings may result in a 7-year to1al of $282 billion, 




Effects of the Domenlcl Medicare Proposal On States 
Losses by State Under the Proposal 
(Fiscal years) 

ggregate 
2002 1996-2002 

US 61.700 255.600 747 

1.443 1,026 
36 364 

1,083 729 
456 506 

8.597 1.065 
834 811 
906 848 
204 883 

1,040 3.508 NA 
6.769 26,448 1,147 
1.510 6.161 792 
314 1.174 853 
108 497 317 

1.928 570 
640 
371 
762 
552 
911 
379 

775 3,497 572 
2,233 8.927 1.121 
1.588 7.199 536 
1.099 4,265 818 
489 2.122 580 

1.113 4.822 635 
114 513 402 
245 1,071 479 
464 1.746 785 
212 874 593 

1.686 678 
181 352 

3,894 716 
1.573 654 
116 545 

1.878 522 
550 529 

700 
3.289 752 
350 999 
802 675 
112 456 

1,729 1,012 
3,945 815 
241 528 
76 417 
764 3,461 408 
710 3,131 460 
342 1,510 491 
665 3,041 413 
35 172 245 

332 1,358 315 
2 14 3 

1996

3.174 

4,027 
1.794 
3,125 
2.266 
4.369 
3.314 
3,568 
3.665 

NA 
4.626 
3.356 
3.361 
1,512 
2,584 
2,765 
1.733 
3.175 
2.467 
3.865 
1,788 
2.669 
4.547 
2,492 
3.222 
2.558 
2.783 
1.861 
2.100 
3,331 
2.540 
2.997 
1.656 
3.180 
2,770 
2,418 
2.397 
2.385 
2.862 
3,311 
3,925 
2,783 
2,032 
4.110 
3,456 
2,329 
1,901 
1,923 
2,098 
2,197 
1.916 
1,258 
1.322 

20 

Variation in the costs per beneficiary across states reflects factors such as; (1) practice pattern 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 outlays &enroliment, 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 affected by 

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

State border crossing makes the District of Columbia estimates unreliable. 
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.'.1Projected Increases in Out-of':'Pocket Spending by Medicclre Beneficiaries 
.::>Based~on Kasich. Proposal 
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1997 1998 1999 2000 2001 2002'996 

~b:re;.ca $65 $170 $305 $425 $640 $810 $1.030 
Cu.m:ru Law 1>1.375 $1.490 $1,615 $1.710 $1,810 $1,925 $2,045 

Fiscal 'tear 


Increase assumes $279 billion total savings oVer 7 years, with 50% ot cuts ($140 !>Ilion) affecting beneficiaries. 

Oul-at-pocket costs indude: Me<icare copayments, deduditHes, & Pan B premiums. 

Source: Health Care Financing Administration 
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Distribution of Medicare Program Payments, 1992

65-74 Years 

39% 


<65 
-./ (Disabled &- ESRD) 

120/0 

85+ Years 
14% 

75-84 Years 
35% 

Total Payments = $120.7 Billion 



Medicare Beneficiaries' Income 

Distribution in 1992 


$25,000 .. $50,000 


17.7% 


Greater than $50,000 

4.5% 


Less than $25,000 
77.8% 

l HCFNOAct:· Medicare Current Beneficiary "survey _J 
" 



The Composition of the Medicare Population,' by Age 

1992 and 2002 


<65 (Disabled 
& ESRD) 

-'. 
100k . 65-74 

65-74 
5t% 

1992 

<65 (Disabled 
& ESRD) 

85+ 
11% 

75-64 
30% 

'2002 

Source: HCFA/BOMS (1992), HCFNOAct (2002\ 
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Administrative Costs 
Medicare vs. Private Plans 25 
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Group 
Market 
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20 

15 

10 

5 

o L::=::?7-. ,,!$¥V:. 
Medicare ,Large 

Small 

Group 

Market 


Small group market = flrms<50 employees; Large group market ,= firma 10,000+ employees 
Sources: HCF.A/OACT and CRS, "Costs and Effects of extending Health Insurance Coverage," 1988 
Note: Administrative activttJes In the ~o sectors differ; e.g •• private costa Include marketing and profit. 
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Comparison of Growth Rates: Calendar Years 1996 - 2002 

SASELINE REPUBLICAN PROPOSALS 
Admin. CBO Admin. ceo 

Private 
Total' 8.1% 7.5% 

Per Capita 7.6% 7.2% 

Beneficiaries 0.4% 0.3% 

Medicare 
Total 8.9% 9.7% 7.1% 7.1% 

Per Capita 7.6% 8.3% 5.8% 5.8% 

Beneficiaries 1.3% 1.3% 1.3% 1.3% 

Medicaid 
Total 9.3% 10.2% 4.5% \·4.5% 

Per Capita 5.3% 7.0% 0.7% 1.4% 

Beneficiaries 3.8% 3.1% 3.8% 3.1% 

SOURCES: HCFA National Health Accounts; HCFA Medlc3re & Medicaid Baselines 
ceo: Projected National Health Expenditures. Medicare & Medicaid Baselines 

Note: Medicaid reeipient growth is from program data. since the NHA use unduplicated counts of recip 
and are thus lower than program data 
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Per . Capita Growth Rates. 


Private and. Medicare, 1996.-2002 


I - Priva~ . -Medic~~ 
10 

7.6% 7.6% 7.6%
8 

+-' 6c 
aJ 
U 
I 
aJ 4

0

2 

o--'-----' 
Current System Republican Proposal 

SOURCE: Administration' baseline, calendar years 
A71\PEnb 



Per Capita Growth Rates .. 


Private and Medicaid,· 1996-2002 


Private .. Medicaid 

10 

7.60/0 7.60/0 
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Current System Republican Proposal 

SOURCE: Administration baseline, calendar years 
A1l\PE59-e 



Per Capita Growth Rates 

Private & Medicare, 1996 - 2002 


Current System Republican Proposals . 
. 10.0% 

8.3% 

8.0% 7.2% 7.2% 


6.0% 


4.00/0 


·2.0% .. 


0.0% 
 +1-----' 

. 5.8% 

\ 

Private • Medicare 


CBa Baseline, Calendar Years 




Per Capita Growth Rates 

Private & Medicaid, 1996 - 2002 


Current System Republican Proposals 10.0% 

8.0% 7.2% 7.00/0 7.2% 

6.0% 


4.0% 


2.0% 


0.00/0 


1.4%' 

Private Medicaid 

CBa Baseline, Calendar Years 




Distribution of Medicare Program Payments, 1992 


65-74 Years 
39% 

.75-84 Years 

<65 

(Disabled & ESRD) 


12% 


85+ Years 
14% 

350/0 

Total Payments = $120.7 Billion 

HCFA~ Rllr~AII n1 nAtA ·"AAnlltl"uu""." ... t .. , ...... C'...~._~ •• 



Medicare Beneficiaries' Income 

Distribution in 1992 


$25,000 - $50,000 

17.7% 

Greater than $50,000 

4.50/0 

Less than $25,000 
77.8% 

HCFAlOAct: Medicare Current Beneficiary Survey 




-The Composition of the Medicare Population, by Age 
1992 and 2002 .. 

'".:.' 

.<65 (Disabled 

& ESRD)


'. 100A. . 65-74 

65-74
5t% 

1992 

t ........... . 

"-." '" '" . 

<65 (Disabled 
& ESRD) 

85+ 
11% 

75-84 
30% 

-2002 

Source: HCFA/BDMS (1992), HCFNOAct l2002\ 
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Administrative Costs . 
Medicare vs. Private Plans 25 
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Group 
Market 

.' 

Small group market =flrms<50 employees; Large group market = firma 10,000+ employees . 
Sources: HCFJ\'OACT and CRS, "Costs and Eft_cts of extending Health Insurance Coverage," 1988 
Note: Administrative activities In the ~o sectors dlfJei'; e.g., prtvate costs Include marttetlng.xl profit. 
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Medicare 
Large 

Small 

Group 
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