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July 18, 1995 

MEMORANDUM FOR MOLLY BROSTROM 
CHRIS JENNINGS 
JENNIFER KLEIN 

FROM: Zoe Neuberger 
Katie Smeltz 

SUBJECT: Medicare 

You will find attached the information and quotes we have gathered on Medicare. The 
material is divided into four ·sections: 

• The original debate (Democratic statements in support of Medicare and 
Republican statements against it) 

• Quotes from Congress (recent statements on Medicare and proposed spending 
cuts by Democrats and Republicans) 

• Quotes from advocacy groups (statements on proposed Medicare and Medicaid 
spending cuts by health care, senior, child, and people with disabilities advocacy 
groups) 

• The impact of Medicare and Medicaid on seniors 
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THE ORIGINAL DEBATE 

The Social Security Act amendments establishing Medicare were approved by the House on 
April 8, 1965. The vote was 313-115. Republicans voted 65~ 73 and Democrats voted 248-
42. Then Representative Bob Dole voted against Medicare. 

Medicare was approved by the Senate on July 9 by a vote of 68-21. Democrats voted 55-7 
and Republicans voted 13-14. 

President Johnson signed Medicare into Jaw on July 30, 1965. 

The AMA opposed Medicare. (Source: Congress and the Nation, Volume fl) 

Democratic Statements For Medicare (1965) 
Source: Democratic Policy Committee, United States Senate, Special Report: 
Medicare's 30th Anniversary, July 14, ,1995. (DPC) 

Senator Gore: 
"We are dealing with the most pressing, unmet problem of our society ... What happens when 
a serious illness strikes? Current income which is needed for groceries and rent must go for 
medical care. Savings must be depleted. The home may have to be sold. Then, hat-in-hand, 
this formerly self-sufficient, self-reliant, respected member of the community must go to the 
welfare people and beg for a handout. This is a disgrace in a country such as ours." 

President Johnson before Congress: 
"the specter of catastrophic hospital bills can (now) be lifted from the lives of our older 
citizens." 

Democratic Rep. Cecil King (CA), introducing the first medicare bill: 
" ... We can no longer permit hospital costs - to deprive our elderly citizens of the security and 
peace of mirid that should be their due after a lifetime of work." 
"We will be able to take great pride in having had a hand in ·bringing financial security and 
peace of mind to millions of older Americans." 

Democratic Senator Anderson: 
"I feel certain that historians will mark this year as the turning point in our long struggle to 
solve ... the problem of financing the costs of hospital care for the aged, costs which now 
represent the major remaining cause of personal financial disaster among our aged citizens." 
"Every month that delay in providing the needed protection means that more and more elderly 
persons will be forced to look to public welfare programs for help in getting the health care 
they need." 
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Republican Statements Against Medicare (1965) 
Source: Democratic Policy Committee, United States Senate, Special Report: 
Medicare's 30th Anniversary, July 14, 1995. (DPC) 

They called it socialism. 

Republican Representative James Utt (CA): 
"Let me tell you here and now it is socialized medicine." 

They said it would destroy the best health care system in the world. 

Republican Senator James Pearson (KS): 
"American medicine has achieved an unprecedented level of development through its own 
efforts ... It would appear foolish to endanger this high level of initiative and performance by 
imposing the heavy blanket of government supervision. A Federal health program, financed 
under Social Security, would represent such a danger." 

They said it would not work. 

Republican Senator James B. Pearson: 
"It would achieve little for those who need it, while subjecting the very fabric of American 
life to the strain of severe and unnecessary sacrifices." 

They said it was too bureaucratic. 

Republican Senator Roman Hruska: 
"With Federal funds come federal control. In the area of medical care, Federal interference 
presents frightening prospects." 

Republican House Leader and future President Gerald Ford (MI): "We are going to find our 
aged bewildered by a multiheaded bureaucratic maze of confusion over what program covers 
what and who is on first base." 

And they said it was a threat to Social Security. 

Republican Representative Bob Dole (KS): 
"The real opposition to the bill stems from the fact hospitalization benefits are to be financed 
by a compulsory payroll tax ... Adequate medical protection should be made available to the 
aged but it should be voliintary and should reflect the ability to pay ... This one provision 
poses an enormous threat to the cash benefit programs under the social security programs." 
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QUOTES FROM CONGRESS 

·The leadership, then and now 

Senator Bob Dole 

Bob Dole voted against Medicare in 1965. 

1965: 
"The real opposition to the bill stems from the fact hospitalization benefits are to be financed 
by a compulsory payroll tax ... Adequate medical protection should be made available to the 
aged but it should be voluntary and should reflect the ability to pay ... This one provision 
poses an enormous threat to the cash benefit programs under the social security programs." 
(DPC). 

July 30, 1985: . 
"Much of our significant gains and life expectancy, improvement in the quality of life, and 
decreases in infant mortality can be directly attributed to the passage of the Social Security 
Amendments of 1965. The Medicare and Medicaid programs have played a central role in 
improving both access to and quality of health care services for the country's elderly, poor, 
and disabled. Equally significant, it may be argued that Medicare and Medicaid have 
provided a foundation for the phenomenal growth and the dissemination of new medical 
technologies that now contribute to the well being of all the people of all nations." (DPC) 

May 8, 1995: 
Said "it's going to be very difficult" to save money without reducing benefits or raising 
premiums. (The New York Times, May 8, 1995) 

Speaker Newt Gingrich 

January 30, r995: 
"we are going to rethink Medicare from the ground up" 
"We will make every decision within the context of a balanced budget" 
"Everything is on the table except social security" (The New York Times, January 31, 1995) 

April, 1995: 
Described Medicare as "a centralized bureaucracy with all the inefficiency and all the obsolete 
technology and all the obsolete approaches and all the waste and fraud you would associate 
with a centralized bureaucracy." (Newsday, May 3, 1995) 

May 1, 1995: 
"Every penny saved in Medicare should go to Medicare ... It should not be entangled in the 
budget debate." (The Wall Street Journal, May 1, 1995) 
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May 7, 1995: 
"Forget the budget pressure, let's find out what number saves Medicare. We'll plug that into 
the budget. We're not going to find out what number the budget needs and try to reshape 
Medicare to that effect." (Democratic Staff of the Committee on Ways and Means, United 
states House of Representatives, Previous Republican Statements on Cutting Medicare, May 8, 
1995) 

House Majority Leader Richard Armey 

Describes Medicare as "a program I would have no part of in a free world" and "deeply 
resents the fact that when I'm 65 I must enroll in Medicare." July 10, 1995 (Chicago Tribune, 
July 11, 1995) 

Republican Representatives during the 1994 health care reform debate 
(Source: Democratic Staff of the Committee on Ways and Means, United states House 
of Representatives, Previous Republican Statements on Cutting Medicare, May 8, · 
1995.) 

Members of the House Ways and Means Committee COf1'!mented on the Health Security 
Act, which would have achieved $168 million in Medicare savings over seven years, 
all of which would have been redirected to expand health care coverage. Republicans 
now propose to reduce Medicare spending by $270 million over seven years and not 
reinvest the savings in health care. 

Congress Member Bill Archer (June 25, 1994): 
"Make no mistake about it for the elderly in this country, [these cuts are] going to devastate 
their program under Medicare." 
"I just don't believe the quality of care ar;.d availability of care can survive these additional 
cuts. And that is the price that is going to have to be paid to pay for these cuts. " 

Congress Member Clay Shaw (June 25, 1994): 
"The Medicare cuts proposed by the President would devastate the Medicare program ... The 
committee must not approve these destructive Medicare cuts." May· 18, 1994 
"The Republicans are attempting to secure the program which would be almost absolutely 
destroyed and trashed if the cuts that have been brought into the bill are established." 

Congress Member Jim McCrery (June 25, 1994): 
"I would love to believe that we could achieve the level of cuts that you have in this bill ... 
But history tells us that this isn't possible." 

Republican members of the House Ways and Means Committee (July 14, 1994): 
"For more than a decade Congress has cut back on payments to doctors and hospitals until 
they no longer cover the cots of care for Medicare ... patients--and the additional massive 
cuts in reimbursement to providers proposed in this bill [H.R. 3600] will reduce the quality of 
care for the nation's elderly. There will be no place else to shift." 
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Democratic statements supporting Medicare 

President Clinton (October 23, 1994): 
"-My position is, I haven't and don't support cuts in Social Security, and I would support 
savings in 'the Medicare program only if they're used to advance the cause of health care." 

Senator John D. Rockefeller IV (WV A) (April 22, _l 995): 
"Though they [the Republicans] claim they want to save the Medicare trust fund, they don't 
plan to put the savings in the fund. It's all for deficit reduction or tax cuts." (Congressional 
Quarterly) 
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QUOTES FROM ADVOCACY GROUPS 

The Association of American Medical Colleges says: 

"Massive reductions in Medicare reimbursement for activities related to graduate medical 
education will, when coupled with private sector losses, and other cuts in Medicare 
reimbursement, have a very negative impact on our continued excellence. Every American's 
quality of life will suffer as a result." (July, 1995) 

" ... budget proposals that could cut billions of dollars in funding will devastate academic 
medicine's ability to care for the American people and to ensure quality through medical 
education and research. "(May 16, 1995) 

"Funding cuts of this magnitude will push medical schools and teaching hospitals to the brink 
of financial ruin and put our nation's highest quality health care services in serious 
jeopardy. "(May 16, 1995) 

Jordan Cohen, president of the Association of American Medical Colleges, said, "We are 
concerned about the prospect of losing as much as 60 percent of the $5. 2 billion a year that 
teaching hospitals get from Medicare for the 'indirect' and 'direct' costs of training residents 
and other health professionals." (July 15, 1995) 

The American Hospital· Association says: 

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

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

"Sixty~four percent of the electorate believes that if you ran for office saying that you would 
not cut social security, and if Congress votes this year to cut Medicare then that Member of 

·Congress has broken their campaign promise." (April 1995 Polling Data Report) 

The American Medical Association says: 

"A balanced budget cannot be 'balanced' on the back of one program and those who provide 
that program's services. Serious, and perhaps irreversible, consequences to patient care could 
flow from yet another series of ill-considered .cuts." (April 6, 1995) 

The Catholic Health Association says: 

"If Medicare and Medicaid payments, which provide 40 to 60 percent of all reimbursements, 
are cut by more than 20 percent, the result will be nothing less than devastating ... nursing and 
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physician staffs will have to be cut, research and training ·programs will need to be reduced, 
whole medical departments may even have to be eliminated, and purchases of new medical 
technologies may have to be postponed or foregone completely ... " (March 16, 1995) 

"Catholic Health Association opposes the severity of the Medicare and Medicaid spending 
reductions proposed in the congressional Budget Resolution. They are too large, 
unprecedented, and unacceptable. If enacted, they could threaten the viability of these .two 
publicly-funded health insurance programs and endanger continuity of services to the elderly, 
vulnerable women and children, and people with disabilities." (July 17, 1995) 

"Catholic Health Association opposes transfonning Medicaid into a block grant program. Any 
attempt_ to restructure the Medicaid program should maintain federal minimum standards for 
Medicaid eligibility and services." (July 17, 1995) 

The Federation of American Health Systems says: 

"Cuts of this magnitude are far too severe for rhe system to handle." (July 15, 1995) 

The American Association of Retired Persons says: 

AARP has conducted numerous focus groups across the country in the last few months' and 
found that the elderly had little idea that the new Republican-controlled Congress wants to cut 
projected Medicare spending over the next seven years by as much as $300 billion dollars. 
(July, 1995) 

AARP estimates that these proposals to reduce Medicare spending would mean that the 
average Medicare beneficiary would pay approximately $3,400 more out-of-pocket over the 
next seven years. Estimates are based on the assumpticn that one-half of proposed Medicare 
spending reductions come from beneficiaries. (July 15, 1995) 

"Interest groups such as the AARP and the medical associations, as well as many Democrats, 
agree that Medicare's finances need urgent attention. So far, however, they have argued that 
the financial issues cannot be addressed alone but rather in the context of a broad health care 
reform effort." (July 15, 1995) 

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

The National Committee to Preserve Social Security and Medicare says: 

"Reductions of the magnitude discussed by Congressional leaders will jeopardize the viability 
of this important program and hurt society's most vulnerable citizens." (May 2, 1995) 

The National Council of Senior Citizens says: 

"What is being contemplated is the undermining of the cornerstone of the American health 
insurance system. We see a disruption of health services for millions and a threat to 
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thousands of health care institutions which depend on a stable Medicare system" (April 1995) 

"The facts do not warrant a panic approach or a fundamental recasting of Medicare.· The trust 
fund is not about to go belly-up; a seven-year window does not merit a panic button." (April 
1995) 

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

The Older Women's League says: 

"We receive hundreds of letters from women who are already forced to choose between 
paying for food or rent and buying much needed medicine that is not covered by their 
Medicare. Substantial cuts in Medicare will literally take food out of the mouths of these 
older women. Medicare must be protected and strengthened.· Efforts to control Medicare 
spending should be part of a system-wide apprpach to cost containment and should not simply 
shift costs to beneficiaries and providers." (July, 1995) 

The National Association of Manufacturers says: 

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

Medicaid Specific: 

20 major health care provider organizations including American Hospital Association, 
American Medical Association, American Health Care Association, Federation of 
American Health Systems, National Association of Children's Hospitals & Related 
Institutions, and Catholic Health Association say: 

"Medicaid cuts could devastate families ... by the end of the decade, drastic Medicaid cuts 
could result in 31 % fewer Americans receiving financial help with long term care ... dramatic 
reductions will seriously jeopardize the ability of doctors, hospitals, and others to continue 
providing high-quality health care to our nation's elderly, disabled, women, and 
children."(May 17,1995) 

The Women's Legal Defense Fund says, 

It would be devastating to women if in the effort to dramatically cut government spending, 
Congress destroyed Medicaid -- a health care program of unparalleled importance to women 
and their children. More than 25 million women and i:heir children rely on Medicaid for 
essential health care services. They receive life-saving services like treatment for heart 
disease and cancer, long term care services, and critical preventive services such as prenatal 
care, immunizations, family planning services, Pap smears and .mammograms. 
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The Alzheimer's Association says: 

"The elderly who rely on Medicaid do not have options. Without these benefits, many would 
literally have to make impossible choices between food, shelter and health care. Their health 
problems are not going to go away, .and they are not suddenly going to find hidden resources 
to pay their health bills. There are. not any easy alternatives for meeting their health and long 
term care needs."(July, l 995) 

"Medicaid is not perfect. But Congress will not solve the problems in the program by 
abdicating the federal role and sending the money out to the states in a block grant. It could 
just make matters worse." (July, 1995) 

Families USA Foundation says: 

"These cuts would pull the rug out from under the sick, the elderly, vulnerable women, 
children and people with disabilities who rely on. health and long term care protection from 
Medicaid and Medicare." (July 15, 1995) 

Karen Higginbotham of Opelousas, Louisiana, whose seven-year~old daughter, Alison, has a 
disabling illness, said: · 

"Deep cuts in Medicaid home care would force many families like mine to face financial 
ruin. A terrible illness can strike a family at any time. Disabilities know no boundaries 
and have no prejudice of sex, age, race, economic status or political affiliation. As 
members of Congress consider cutting Medicaid, they should remember this: Medicaid 
gives us the peace-of-mind of knowing that if something horrible happened it would not 
have to tear our families apart." (July 15, 1995). 

"Extreme and disproportionate cuts in the Medicaid program will push more Americans into a 
health crisis ... cuts of this magnitude will endanger the millions of Americans who only have 
the Medicaid program to provide them with basic and essential health and long term care 
services." (May l, 1995) 

The Children's Defense Fund says: 

"Some governors are seeking total state flexibility, through a Medicaid block grant, to 
determine eligibility and benefits, while projecting that they would continue to cover children 
and pregnant women at current eligibility levels. Maternal and child health advocates 
appreciate their commitments. However, we have several concerns. States will be forced to 
seek ways, in addition to managed care, to save money, including changes in eligibility and 
coverage, which disproportionately affect children." (July 15, 1995) 

Medicaid now covers nearly one-third of the births in this country and covers more than 17 
million children overall -- one in four children. Given the long-term trend of steadily eroding 
private health insurance, it is imperative to preserve the national Medicaid safety net for 
pregnant women and children. Doing otherwise could add significantly to the numbers of 
uninsured children and pregnant women. (July 15, 1995) 
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"States could make these cuts in several ways: by raising taxes substantially; by excluding 
groups of children from programs or putting them on waiting lists; by reducing benefits or 
the quality of .se_rvices; or by making low-income families pick up more costs through co­
payments and fees. Regardless of which method is chosen, the overall effect would be large." 
(April 19, 1995) 

The Consortium for Citizens with Disabilities says: 

"Proposals to significantly cut Medicaid would disproportionately affect people with 
disabilities and would have a devastating impact on them. For many people with disabilities, 
Medicaid is the only way they can access health services." (April 1995) 

If Medicaid is no longer an entitlement, millions of people, including those on SSI, will lose 
access to critical health and long-temi services and supports. For persons with disabilities the 
lack of services and supports may well lead to an exacerbation of existing health conditions, 
the emergence of additional health problems and.secondary disabilities, and in some cases, to 
inappropriate institutionalization. (July, 1995) 
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THE IMPACT OF MEDICARE AND MEDICAID 

Medicare 

• 

• 

• 

• 

• 

• 

Prior to the enactment of Medicare, 50% of America's elderly had no health insurance . 
Today, 97% of America's senior citizens are insured l;>y Medicare. (HCFA) 

Medicare has dropped the poverty rate among America's elderly by 13.4 percent. (DPC) 

Before Medicare's enactment, hospital discharges for the elderly were 190 for every 
1,000 admissions; by 1973, that number had climbed to 350 discharges. (HCFA) 

Medicare has contributed significantly to an increase in. life expectancy. In 1960, men 
who survived to the age of 65 could expect to live to age 78; today, they would reach age 
81. The gains for women are slightly higher. (HCF A) 

More than 36 million Americans are protec.ted by Medicare. (DPC) 

Nearly 83% of Medicare spending is for seniors who live on annual incomes of less than 
$25,000. (HCF A) Only 3 percent goes to elderly individuals or couples with incomes in 
excess of $50,000. (DPC) 

President" Clinton: 
• "In 1982 ... it became true for the first time that older Americans were less likely to be 

poor than the average American." (White House Conference on Aging) 

President Clinton: 
• "since 1959, the poverty rate among the elderly has declined by more than 65 percent." 

(White House Conference on Aging) 

• 89 percent of Americans want Medicare to continue. 75 percent of Americans oppose 
cutting Medicare in order to balance the budget. (DPC) 

• Medicare's administrative costs average two percent of program outlays, compared with 
25 percent in small group market plans and 5.5 in large group plans. (DPC) 

• Recent Kaiser Family Foundation research found that seniors have "peace of mind" 
because of Medicare, which they characterized as 'care without worries.' The Kaiser 
survey found that beneficiaries applaud the program because it is: "affordable," "provides 
secure health for most," and "offers. easy, automatic enrollment." (HCF A) 

Medicaid 

One out of every nine Medicaid beneficiaries are elderly, for a total of 4. l million elderly 
people. In 1993, the average state Medicaid expenditure for each elderly beneficiary was 
$8,70.4, which is nine times what was spent on each enrolled child. Medicaid pays for 
half the nation's nursing home costs. (Congressional Quarterly, June 10, 1995) 
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NATIONAL COUNCIL OF SENIOR CITIZENS 

Eugene Glover has been President of the National Council of 

Senior Citizens since September 1, 1989. Prior to serving as NCSC 

President, Glover was Secretary-Treasurer of the International 

Association of Machinists and Aerospace Workers ( IAM) for eighteen 

years. He retired from that p~st on January 1, 1988. 

Glover serves on a number of Boards dealing with both senior 

and consumer issues. He is a Member of the Board of Directors of 

NCSC's Housing Management 

projects designed 

Corporation, which 

specifically for 

sponsors numerous 

the elderly and housing 

disabled. The projects are built under Section 202 of the Federal 

housing law, which grants low-interest loans for decent, affordable 

housing for eligible low-income persons. 

He is also on the Board of Directors of the Consumer 

Federation of America and the Leadership·conference of Civil Rights. 

Glover's interest in senior issues dates back to his days as 

negotiator for the IAM, when, as co-chairman of the union's 

national pension committee, he sought and won inclusion of pension 

provisions in all major contract settlements, later winning retiree 

health benefits as well. 

Glover grew up in St. Louis, Missouri, following a family move 

from a farm near Jonesboro, Arkansas, where he was born in 19 22. 

After military service in World War II, he worked as a machinist at 

McDonnell Aircraft in St. Louis, and, while there, served as a 

union steward and negotiating committee member for IAM Local 837. 

Glover became an International Representative for the IAM in 1964, 

and the following year was nominated and elected as a Vice 

President of the Onion. 

·As President of NCSC, Glover is a champion of legislation to 

protect retiree pension and health benefits, preserve Social 

Security, and strengthen consumer and c ivi 1 rights laws. NCSC is 

also in the forefront of the fight for enactment of a national 

health plan to insure universal and comprehensive care for 

Americans of all ages, a goal that Glover calls his "number one 

priority." 



-~·""-.. 

Rep. Patrick Kennedy (D-R. I.), second from right, talks 
with fellow New Englanders Manny Weiner (left) of 
Massachusetts, Dr. Mary Mulvey of Rhode Island, and 
Jim Griffin (right) of Connecticut. 

benefit which could then be further squeezed 
down over time." He called on seniors to mount 
an a2!!ressive campaign to protect the Medicare 
Jnd ~1edicaid programs from those in Congress 
who would gut them. 

Board members were given an update on 
legislative activities by Tim Foley, Director of 
the NCSC Legislative Committee. and the staff 
0f the Legislative Department. The senior 
leaders were also briefed on the NCSC Regional 
Conferences scheduled around the country this 
~ear by Ed Braman. Director of Organization. 

Jeanette Fields, Deputy Director of the 
Senior Environmental Employment (SEE) 
Program. reported on the continued success of 

(continued 011 page 10) 

Executive Director Lawrence T. Smedley presents 
NCSC's "lifetime Achievement"" award )o former NCSC 
Third Vice President Everett Lehmann (left) in recogni­
tion o~ his "outstanding accomplishments on behalf of 
older men and women." 

Smedley Announces 
Plans to Retire 

Lawrence T. Smedley, Executive 
Director of the National Council of Senior 
Citizens has announced his retirement, 
effectiv~ November 1. Smedley. who will 
be 66 in September. has served in the 
position since January, 1988. 

In apprising the General Policy Board of 
his decision, Smedley praised Eugene 
Glover and the late Jacob Clayman, saying 
he had been ·'privileged to serve with two 
such outstanding Presidents-men of 
extraordinary dedication to NCSC's goal 
of a better life for all Americans." 

President Glover expressed regret at 
Smedley's decision to retire but 
commended him for his ''enormous 
contributions'' to the success of NCSC. 
''His leadership has helped make the 
National Council one of the nation· s most 
respected aging organizations,'' Glover 
said. "We will miss him very much but 
wish him great happiness in retirement.'· 

Under Smedley's leadership, the 
National Council has strengthened its 
financial position and gained prestige 
within the aging community. Over the 
years, he has appeared as a spokesperson 
for NCSC on numerous radio and 
television programs. He has also testified 
before Congressional committees, . 
championing the causes of older men and 
women before Senate and House panels 
considering legislation on senior issues. 

In addition to serving as NCSC 
Executive Director, Smedley has also 
headed its Senior AIDES program which. 
as part of the Older Americans Act, 
provides jobs to more than IO,~ low­
income elderly men and women m 149 
locations around the country. 

A Search Committee, appointed by the 
NCSC Executive Committee. will consider 
potential candidates to succeed Smedley. 

.. - .J 
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GROWTH IN :VIEDIC.-\RE SPENDING 

Statement of 
Marilyn Moon 

for the 
Health Subcommittee 

Committee on Commerce 
U.S. House of Representatives 

June 28, 1995 

SUMMARY 

• Medicare has contributed substantially to the well-being of America· s oldest and most 
disabled citizens. It is the largest public health care program in the United States. 
providing the major source of insurance for acute care for the elderly and Jisabled. 

• Medicare's share of total spending by the elderly has remained fairly constant over 
time. Thus. a typical older person will still spend 21 percent of his or her income on 
health care needs. 

• A number of critical factors boost the costs of acute health care spending for disabled 
and older persons including the higher acute and chronic care needs of frail 
populations. demands on services at the end of life. the changing composition of the 
Medicare population. and the role of technology. 

• Old and young Americans alike have been subject to the same pressures driving up 
health care spending--the introduction of new technology and high demands on use of 
health services. 

• Medicare stacks up quite well with private insurance. In f:!ct it is only in the last two 
years that private insurance looks better. 

• Even if private insurance has several good years, we do not know whether it will be 
possible to sustain a low growth rate over time. Claims about the high rates of growth 
of Medicare as compared to private insurance are promising but premature. 

• Even with optimistic assumptions. managed care and private sector innovations would 
be able to achieve only a small share of the savings sought for Medicare. It is likely 
that beneficiaries will be asked to bear a consiJerable increase in their out of pocket 
burdens. 
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Medicare has contributed substantially to the well-being of America· s oldest and most 

disabled citizens. lt is the largest public health care.program in the United States. providing 

the major source of insurance for acute care for the elderly and disabled. However. it has 

also garnered substantial attention because of high rates of growth over time. Nonetheless, 

relative to total health care costs. Medicare has done rather well in the 1980s and early 1990s. 

My testimony today will focus on these issues about rates of growth in Medicare and how 

this growth compares to private insurance. l then consider issues related to Part B 

specifically. 

PUTTING MEDICARE IN CONTEXT 

Total spending on behalf of elderly and disabled beneficiaries under Medicare will 

total about $4850 per capita in 1995. How should we interpret this high level of health care 

spending by elderly persons? Is spending on health care out of line for these beneficiaries as 

compared with the rest of the population? For example, average acute care spending for 

persons over age 65 is about 3.8 times as high as that for those under age 65. and not all of 

1The views expressed in this statement are those of the author and do not necessarily 
represent those of the Urban institute, its trustees, or its sponsors. 



this . .;penJing is from the public sector. In fact. MeJicare · . ., share llf tlital spenJing by the 

elJerly has remained fairly constant uver time. Thus. a typical ulJer per.son will still spenJ 

21 percent nf his nr her income on health care neeJs. for instance. indicating that spending is 

nlit just a concern for Medicare but also for beneficiaries as well. 

A number of critical factors boost the costs of acute health care spending for disableJ 

and older persons including the higher acute and chronic care needs of frail populations. 

JemanJs on services at the end of life. the changing composition of the MeJicare population. 

and the role of technology. Some of these are relatively unique to the Medicare population 

and create the need for specific protections. 

Acute and Chronic Care Needs 

Older persons are more likely to suffer chronic and acute care illnesses than are 

ynunger persons. The incidence of problems such as heart disease. cancer. arthritis. and 

diabetes rise with age. Rates of disability and the share of the population reporting poor or 

fair health status are also positively correlated with aging. international comparisons also 

show increasing health problems by age and that despite lengthening life expectancies, 

morbidity at older ages is still high. And for those with multiple health limitations. treatment 

of any particular problem is more complicated when other health conditions need to be taken 

into account. All of these factors contribute to higher rates of health care spending by age 

group. with particularly sharp rises after age 65. And, by definition, disabled persons have 

important health care needs. 

The End of Life 

Many casual observers of our health care system suggest that controlling use of 



services in the last year uf life may be the magic bullet fur reining in the gruwth pf health 

care spending. And since most nf thnse who die each year are over the age uf 65. this is 

particularly a problem for the Medicare program. Certainly, few statistics sound as 

compelling as the widely quoted statistic of 28 percent of Medicare spending concentrated on 

the 5 percent of enrollees in their last year of life. 

But like most ''magic bullets" for solving problems with the health care system. there 

is more to the story than just excessive spending on hopeless cases. First. if technology is 

' _, 

being used extensively in futile cases involving the very old. the share of resources devoted tn 

health care in the last year of life should be rising as technology has expanded. But high 

expenditures are not a new phenomenon: they even preceded the introduction of Medicare in 

1965. Between 1976 and 1985. a period of enormous cost growth in health care. there was 

no increase in the share of Medicare resources going to those in the last year of life. The 

proportion of decedents increased slightly but the proportion of Medicare dollars fell slightly. 

Further disaggregation of Medicare data also reinforce this analysis. While the fact 

that Medicare spending increases steadily by age seems to support claims about 

disproportionate spending on the very old. the data show exactly the opposite pattern for 

persons in their last year of life. Considerably more is spent on the 65 to 69 year olds who 

die in a given year than on decedents over age 85. That is, more is spent on younger 

Medicare beneficiaries who are more likely to recover--a result consistent with reasonable 

health care policy. Since life expectancy at age 65 is now about l 7 years, spending on the 

younger old is not necessarily just cheating death for a few months. but rather treating 

patients with many useful years left. 



These findings suggest several things. First. physicians Jo nnt always know that Jc:ath 

is imminent when making health care spending Jecisions. And since people nften die after 

being ill (1r requiring medical treatment. it is only natural to see extraordin;iry spending in the 

last year of life (as well as for those who survive major illnesses). The problem of excessive 

use of medical care by the elderly thus is likely overstated. It does mean. however. that 

Medicare faces some unique challenges in addressing the problems of assessing inappropriate 

care and in needing to find ways to manage a disproportionate number of high cost cases. 

The Changing Composition of the Population 

It is not just spending on the end of life or higher average costs compared to the 

yuung that lead to higher costs for Medicare than for the rest of the population. Medicare is 

a program in which the number of enrollees is growing more rapidly than the size of the rest 

of the population. Each year the number of enrollees is growing by about 1.9 percent. And 

much of that growth is occurring among the very old and the disabled who have higher than 

average levels of expenditure. As a result. we should expect not only that Medicare spending 

overall should grow more rapidly than health care spending for the population as a whole 

because of increases in the number of Medicare beneficiaries. but that growth should be 

higher on a per capita basis as well since the composition of the Medicare population is also 

changing. The share of beneficiaries with higher expenditure needs is rising as compared to 

those with lower average expenditures. 

The aging of the population and increased share of disability beneficiaries seems to 

add only about 0.2 percentage point to the growth of Medicare spending each year _relative to 

the rest of the population. This is not a very great amount in any one year. but it means that 



just w keep Medicare on an even fouting with the rest of the health care system .. ..;pending 

grnwth per capita likely should be higher fnr Medicare. 

The Role of Technology 

One of the important pressures on health care spending arises from use uf new 

technology. but these pressures may be disproportionately large for the Medicare populatiun. 

Technology has given us new tools such a.s CT scans and magnetic resonance imagers (MRlsl 

and new procedures such as endoscopies and mhroscopies. These new testing technologies 

are often less invasive and hence less risky than earlier means for detecting illness. For 

example. subjecting older or disabled patients to exploratory surgery might not be feasible. 

but giving them MRls does not carry the same risks. Thus. it is not surprising that these new 

tests are particularly important for high risk Medicare patients. These tests constitute the 

fastest rising categories of services under Medicare. 

Surgery and other technical procedures also continue to grow. while becoming 

increasingly more complex and expensive over time. For example. cardiac bypass surgery 

rates for men over the age of 65 rose from 2.6 per 1000 in 1980 to 10.4 per 1000 in 1989. 

The improved success of procedures such as hip replacements and cataract surgery mean that 

outcomes have improved relative to their risks. Thus. higher rates of use would certainly be 

expected and appropriate, with the increases disproportionately benefitting older and disabled 

patients. 

While these issues are pervasive in the overall U.S. health care system. the role of 

technology may thus have an even greater impact on spending for the Medicare population. 

helping to explain high rates of growth of service use within this age group. The combination 



uf an aging population anJ the special benefits uf new technnlogy for frail pupulatiuns 

unJerscores that Medic:ire will have difficulty in holJing Jown it-; rate of growth bnth 

absolutely and relative to the rest of the population in the foreseeable future. 

ls Medicare Itself a Source of the Problem? 

A number of critics of the Medic:ire program blame it not only for the high cnsts of 

health care for the elderly. but for aggravating health c:ire inflation in general. The rapiJ 

growth in the program in its e:irly ye:irs--expanding well beyond predicted spending levels--is 

often cited as an example of why any government program could not be trusted. But the 

original goal of the legislation creating Medic:ire was to offer mainstream medical care to 

older persons and the e:irly fe:irs for the program were that it would not be accepted by 

doctors and hospitals. Thus. there was a conscious decision not to undertake cost 

containment efforts initially. Medic:ire likely did contribute to some inflation as it e·xpanJeJ 

demand for additional services. but no efforts to counteract this impact were undertaken. 

And when cost containment efforts were undertaken in the 1980s. Medicare's track 

record improved substantially. Moreover. Medic:ire offers a number of advantages as well. 

Its administrative costs :ire low, especially as comp:ired to many private plans. At present. 

Medic:ire ".s payment levels :ire below the amount allowed by most private insurers. 

RA TES OF GROWTH AND THE PRIVATE SECTOR 

The above factors explain why spending is high and to some extent why Medicare has 

grown rapidly over time. But when looking at spending growth rates. it is also important to 

recognize that old and young Americans alike have been subject to the same pressures Jriving 
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up he;ilth c;ire spending--the inm>ductiun 11f new technolngy ;ind high Jem;inds 1>n u:.;e uf 

he;ilth services. And depending upon just which ye;irs ;ire used to make comp;uisuns. 

Medic;ire has often done better than private insurance in holding down rates uf growth (;is 

shown in Chart I). This chart compares national health expenditure dat;i over time un private 

insurance ;ind Medicare. using a consistent data base for comparing these two. Only one 

simple adjustment is used here compared to what many people report. and that is to translate 

these numbers into per capita figures. While the numbers of Medicare beneficiaries have 

been growing at about I. 9 percent per year. there has been little growth in the numbers of 

persons covered by private insurance and. in fact. the absolute numbers have been declining 

since 1990. Thus, it is simply not fair to use aggregate numbers for these types of 

comparisons. Without such an adjustment. aggregate Medicare spending would grow more 

rapidly than aggregate private insurance spending even if both payers experienced the same 

growth in costs per enrollee. 

By this measure. Medicare stacks up·quite well with private insurance. In fact it is a 

only in the last two years that private insurance looks better. The most recent figure often 

cited of private insurance growth of 4.6 percent is not yet a final number. And since these 

figures do tend to move around over time. it is useful to compare a multi-year trend. 

Ll1oking backward for seven years (and including the preliminary 1994 numbers), private 

insurance grew an average of 8.7 percent per year as compared to Medicare's 9.2 percent. 

Much of the differential reflects Medicare's growth in home health and skilled nursing 

benefits--which ;ire largely not covered by private insurance for younger families. 

Thus. even if private insurance has several good years, we do not know whether it will 
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be possible to sustain a low growth rate over time. Claims about the high rates of gruwth llf 

Medicare as compared to private insurance are promising but premature. 

WHAT THESE NUMBERS MEAN FOR THE FUTURE 

These numbers do not simply represent interesting historical artifacts. Rather. they 

have fed into the debate over whether it will be "easy" or "difficult" to rein in Medicare· s 

rates of growth over time. And when these historical numbers are viewed in that context. 

they become highly charged tools subject to considerably different interpretations. Consider 

some of these numbers. 

Since it is not yet clear exactly how spending reductions will be shared or what 

specifics will be applied, some assumptions are needed to be able to discuss these numbers. 

If we begin with a $270 billion savings target. assess that against projected spending. and 

translate these numbers into per capita growth rates. Medicare will be allowed to grow at an 

average annual rate of only 4.9 percent per year--as compared to 8.4 percent under the 

baseline assumptions. In other words, it will have to do almost as well in each of seven years 

as the one best year that private insurance has had in the last 20 years. That is quite a 

challenge indeed. 

What about Part B itself? Part B will represent about 40 percent of all Medicare 

spending between 1996 and 2002. lf Pan B is scheduled to absorb a proportionate share cif 

the spending reductions under Medicare. a total of about $108 billion in savings would have 

to be found over a seven year period. But even more challenging is the fact that as a share 

of Medicare spending these savings are scheduled to be "front loaded"--that is, they would 



need to be higher as a share of total spending in the first three years. Reductions in 1996 

thruugh 1998 would be $3.2 billion. $7.2 billion am! $10.X billion respectively. The per 

capita rates implied by these numbers would be a grnwth uf 7.4 percent per ye:..t.r lln average 

as compared to I 0.8 percent under the projected baseline numbers. This constitutes a 32 

percent reduction in the allowed rate of growth--an ambitious undertaking. ln the first three 

years. the rates would be 7.2. 5.5 and 6. 7 percent--or reductions of 40. 47 and 35 percent (see 

Chillt 2). And if it becomes difficult to achieve nearly $180 billion in savings from Part A. 

these reductions could be even more substantial. 

How likely is it that these kinds of reductions can be achi~ved through competition 

and managed care? The Congressional Budget Office has found that managed care could 

reduce spending by 7 percent--and there is strong reason to believe that such managed care 

would only apply to a minority of Medicare spending. lf participation in managed care plans 

grows only very slowly and if. as expected. the first beneficiaries to enroll are the healthier 

ones. they will account for less than a proportional share of all spending. Last year the CBO 

assumed that the Cooper plan with its strict incentives for managed care--considerably su·icter 

than what would likely occur under Medicare--would be able to reduce the rate of growth by 

approximately one percentage point per year as compared to baseline projections. Since 

Medicare starts with payment rates well below those in the private . .;ector. one source of 

savings from managed care will likely not be available. Thus, all reductions in savings would 

have to come through actually restructuring use of services. 

Thus, a one percentage point reduction is probably a considerable overstatement of 

what could be saved under Medicare by adopting private sector innovations. At a minimum. 
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a Clinsiderable period of transition would likely be needed befnre such savings could be 

realized. Nonetheless. if managed care could lower spending immediately by one percentage 

puint. this approach would generate less than one third of the targeted $108 billion reductiun 

for Part B (see Chart 3 ). 

It is thus likely that substantial increases in beneficiary premiums or copayments 

would be needed to fill the remaining gaps. For many elderly and disabled persons who 

believe they have been promised "painless" changes. these increased burdens may come as a 

major surprise. Funher. the most vulnerable beneficiaries who now rely on the Medicaid 

program either as traditional beneficiaries or as Qualified Medicare Beneficiaries may be 

particularly at risk if states choose to reduce support for such protections under block grants. 

CONCLUSION 

Contrary to some of the popular claims that all Medicare needs to do is emulate the 

private insurance market in order to achieve the scheduled $270 billion in savings. there is 

little evidence to suggest that the private sector has yet achieved such success nor that 

managed care and competition would offer savings of such a magnitude in the future. While 

it is possible to reach the $270 billion goal under Medicare. this will likely require 

considerable additional burdens on elderly and disabled beneficiaries who already bear 

substantial costs out of pocket. 
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and speak the hopes of his countrymen, that 
the Americas could ally themselves together 
in peace to better the life of man in all the 
Americas. 

We see that spirit gaining substance and 
reality now in a good many lands. But no­
where do we see it more than in the lands of 
Central America-Guatemala, Honduras, 
El Salvador, Nicaragua, Costa Rica. They 
have, in a series of acts of the highest states­
manship, embarked upon a process of inte­
grating their economies which is one of the 
really most exciting undertakings of our 
world today. 

Together these nations have created a 
common market. They have leveled their 
trade barriers. They have coordinated their 
efforts in higher education. They have done 
the same for their tax systems and their de­
velopment planning. And they are all mak­
ing an effort to cope with the problems 
created by the ancient enemies of all man­
kind-disease, poverty, and illiteracy. 

And the results are already apparent and 
already gratifying. Trade among these na­
tions has amounted to $20 million in 1958, 
but it reached $105 million last year, and the 
gross national product is rising at a rate of 
close to 7 percent a year. In support of 
these historic advances a key role is today 
being filled by the Central American Bank 
for Economic Integration. It is represented 
here today by its able and dynamic presi­
dent, Dr. Delgado. 

This Bank is capitalized by equal contri­
butions from the five Central American 
countries. But as the governments have 
pledged mutual support to each other, so 
the members of the Alliance have pledged 
support to them. 

In March 1963, in Costa Rica, our late be­
loved President John Kennedy pledged this 
country's support. And so today we have 
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come here to fulfill that pledge by signing 
this loan agreement for $35 million. 

Yes, great progress has been made in 
Central America, but the future offers greater 
promise, both there and throughout the hem­
isphere. The Central American Republics 
are providing all their neighbors and all the 
world what I would think is a very stirring 
example of what can be accomplished by free 
men with vision and with wisdom and with 
courage. And we of the United States are 
very proud to be fortunate enough to work 
with them in this very hopeful enterprise. 

We are so grateful for your friendship, for 
your loyalty, for your cooperation in trying 
to solve the problems of this hemisphere and 
trying to be equal to the challenges of the 
20th century. And we want you to know 
that, and we want your governments to 
know it. 

And so this morning, to the distinguished 
representatives of Central America that may 
be present on this historic occasion, I would 
affirm again my country's deep respect and 
admiration and support for your efforts. 
And likewise, to the distinguished repre­
sentatives of the Organization of American 
States, the CIAP, and the Inter-American 
Development Bank, I would reaffirm the in­
terest and the support of the United States 
of America for economic integration 
throughout this hemisphere. 

In all the world there are no dreams so 
stirring or so exciting or so inspiring as 
those that we can dream realistically and 
reasonably now in our own hemisphere. 
The day is no longer so dim and distant as 
once it seemed to be when those dreams 
begin to reach the lives of all our people, for 
we can truly believe that that day has already 
dawned and we are now working in its early 
morning. Long before the twilight of this 
century has come, we may believe that men 

... -........ -J·----- -· ' _________ , -..,-..,, 

I'm sorry I was late. Thank you so much 
f the Americas will come to 

and women o l"f 
k w a much better life, a life of pe~ce, a '. e 

no . lif £ l"berrv a life of in-
of social jusuce, a e 0 1 .. " d 
dependence, a life whe~e reason rules an 
where tyranny is vanquished. 

And it is toward this happy hour that we 

k together now with a steady purpose 
wor d "th a 

d with a rising confidence an ~1 
an fr" d h and deep appreciation of what ien s ip 
understanding really means. 

for coming. 
k .45 p m in the East 

NOTE. The President spo e at I. . •. · 
. th White House upon s1gmng the agrec-

Room atd ewhich the Agency for International D~­
ment un er illion to the Central Amen­
velopment loaned $35 .m . Following the 

k f E omic Integration. 
can Ban or con E · Ddgado President 

. ' ks Dr nnque ' President s remar • · The text of his 
B k ddressed the group. 

of the ~ • ~ cc! . the Weekly Compilation of 
remarks 1s print 1.ll ) 
Presidential Documents (vol. I' p. 23 . 

Remarks With President Truma_n at the Signing in 
394 Inde endence of the Medicare Bill. July 30, i965 . 

p . d l dership and a responsive forward-
T 

Thank you very much. spire ea . . all 
RESIDENT RUMAN. • • looking Congress have made it h1stonc y 

I am glad you like the President. I like him possible for this day to come about. . 
too. He is one of the finest men I ever ran Th k all of you most highly for coming 

h 
anl . honor I haven't had for, well, across. d" . · h d ere. t 1s an 

Mr. President, Mrs. /ohnson, istmgu1s e . h"l I'll say that to you, but here 

guests: . 
You have done me a great honor in com-

ing here today' and you have made me a 

very' very happy man. . 

Th
. . un· portant hour for the Nauon, is is an d 

for those of our citizens who have complete 
. f duty and have moved to the their tour o 

sidelines. These are the days that we are 
trying to celebrate for them. These people 

"deful responsibility and they are 
are our pn . th best 
entitled, among other benefits, to e 
medical protection available. 

N f these our citizens, should ever 
ot one o ' . 

be abandoned to the indignity of charity. 
. . . . h ou have to have Charity is md1gmty w en Y,, ~. h 

, th e people to ave it. But we don t want es ' 
anything to do with charity and we don t 
want them to have any idea of hopeless 

despair. 1. d thi 
Mr President I am glad to have ive s 

· ' · · f the long and to witness today the s1~g o . 
Medicare bill which puts this Nauon n~ht 
where it needs to be, to be right. your in-

quite aw 1 e, 

it is: "d f the 
L d. d gentlemen the Pres1 ent o a 1es an ' 

United States. 

THE PRESIDENT. President and Mrs. Tru-
Secretary Celebrezze, Senator Mans-

man, S Long 
field, Senator Symington, enator , 

G Hearnes Senator Anderson and ()'uernor , . 
King of the Anderson-King Congressman L 

Congressman Mills and Senator ong 
team, b l d V"ce 
of the Mills-Long team, our . e oue ' 
President who worked in the vineyard many 

this day come to pass, and all of years to see h D 
my dear friends in.the Congress-bot em-

ocrats and Republicans: 

Th 1 of the United States love e peop e 
and voted for Harry Truman, not because 
he gave them hell-but because he gave 

them hope. . h 
I believe today that all Amenca s ares 

m . oy that he is present now wh:n the 
h~~ that he offered becomes a reality for 

Sn 



I am so proud that this has come to pass 
in the Johnson administration. But it was 
really Harry Truman of Missouri who 
planted the seeds of compassion and duty 
which have today flowered into care for the 
sick, and serenity for the fearful. 

Many men can make many proposals. 
Many men can draft many laws. But few 
have the piercing and humane eye which can 
see beyond the words to the people that 
they touch. Few can see past the speeches 
and the political battles to the doctor over 
there that is tending the infirm, and to the 
hospital that is receiving those in anguish, 
or feel in their heart painful wrath at the 
injustice which denies the miracle of heal­
ing to the old and to the poor. And fewer 
still have the courage to stake reputation, 
and position, and the effort of a lifetime 
upon such a cause when there are so few 
that share it. 

But it is just such men who illuminate the 
life and the history of a nation. And so, 
President Harry Truman, it is in tribute 
not to you, but to the America that you 
represent, that we have come here to pay 
our love and our respects to you today. For 
a country can be known by the quality of 
the men it honors. By praising you, and 
by carrying forward your dreams, we really 
reaffirm the greatness of America. 

It was a generation ago that Harry 
Truman said, and I quote him: "Millions of 
our citizens do not now have a full measure 
of opportunity to achieve and to enjoy good 
health. Millions do not now have protec­
tion or security against the economic effects 
of sickness. And the time has now arrived 
for action to help them attain that oppor­
tunity and to help them get that protection." 

Well, today, Mr. President, and my fel­
low Americans, we are taking such action-
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the great leadership of men like John 
McCormack, our Speaker; Carl Albert, our 
majority leader; our very able and beloved 
majority leader of the Senate, Mike Mans­
field; and distinguished Members of the 
Ways and Means and Finance Committees 
of the House and Senate-of both parties, 
Democratic and Republican. 

Because the need for this action is plain; 
and it is so clear indeed that we marvel not 
simply at the passage of this bill, but what 
we marvel at is that it took so many years 
to pass it. And I am so glad that Aime 
Forand is here to see it finally passed and 
signed-one of the first authors. 

There are more than 18 million Ameri­
cans over the age of 65. Most of them have 
low incomes. Most of them are threatened 
by illness and medical expenses that they 
cannot afford. 

And through this new law, Mr. President, 
every citizen will be able, in his productive 
years when he is earning, to insure himself 
against the ravages of illness in his old age. 

This insurance will help pay for care in 
hospitals, in skilled nursing homes, or in 
the home. And under a separate plan it 
will help meet the fe~ of the doctors. 

Now here is how the plan will affect you. 
During your working years, the people of 

America-you-will contribute through the 
social security program a small amount each 
payday for hospital insurance protection. 
For example, the average worker in 1966 
will contribute about $1.50 per month. The 
employer will contribute a similar amount. 
And this will provide the funds to pay up to 
90 days of hospital care for each illness, 
plus diagnostic care, and up to 100 home 
health visits after you are 65. And begin­
ning in 1967, you will also be covered for 
up to roo days of care in a skilled nursing 

And under a separate p1au, wm.u. 1v~ --:-

65-that the Congress originated itself, 10 

its own good judgment-you may be covered 
for medical and surgical fees wheth~r you are 
in or out of the hospital. You will pay $3 
per month after you are 65 and your Govern­
ment will contribute an equal amount. . 

The benefits under the law are as vaned 
and broad as the marvelous modern medi-
. "itself If it has a few defects-such as cme · . 

the method of payment of certain special-
ists-then I am confident those c3:° be 
quickly remedied and I hop~ they will ~e. 

No longer will older Amencans be d~~ed 
the healing miracle of modem medicme. 
No lonrrer will illness crush and destroy the 
- "' savings that they have so carefull~ put av:ay 
over a lifetime so that they might enJ~Y 
dignity in their later y~ars. N_o longer will 
young families see their own mcomes, and 
their own hopes, eaten away simply becaus_e 
they are carrying out their deep m~ral obli­
gations to their parents, and to their uncles, 

and their aunts. 
And no longer will this Nation refuse 

the hand of justice to those who have given 
a lifetime of service and wisdom and labor to 
the progress of this progressive country. 

And this bill, Mr. President, is even 
broader than that. It will increase social 
security benefits for all of our older Ameri­
cans .. It will improve a wide range of health 
and medical services for Americans of all 

ages. _ .. , , 
In 1935 when the man_ tli.at· both of us 

loved so much Franklin Delano Roosevelt, 
signed the So~ial Security Act, he sai~ it 
was, and I quote him, "a cornersto~e _ m a 
structure which is being built but it is by 

no means complete." 
Well perhaps no single act in the entire 

admini:tration of the beloved Franklin D. 
Roosevelt really did more to win him the 

~PP; that his oldest son J_immy co.uld be 
here to share with us the JOY that is ours 
today. And those who share .this day will 
also be remembered for making the most 
important addition to that structure, ~nd 
you are making it in this bill, the most im­
portant addition that has been made in three 

decades. 
History shapes men, but it is a necessary 

faith of leadership that men can help shap.e 

h. There are many who led us to this istory. 
h. · day Not out of courtesy or defer-lStonc . 
ence, but from the gratitude and remem-
brance which is our country's debt, if I may 
be pardoned for taking a moment, I want 
to call a part of the honor roll: it is the able 
leadership in both Houses of the Congress. 

Congressman Celler, Chairman of the 
Judiciary Committee, intr~duced the hos­
pital insurance in 1952. Alffic Forand _from 
Rhode Island, then Congressman, mtro­
duced it in the House. Senator Clinton An­
derson from New Mexico fought for 
Medicare through the years in the Senate. 
Congressman Cecil King of California c3:1"­
ried on the battle in the House. The legis­
lative genius of the Chairman of the W a~s 
and Means Committee, Congressman \Vil­
bur Mills, and the effective and able work of 
Senator Russell Long, together transformed 

this desire into victory· 
And those devoted public servants, former 

Secretary, Senator Ribicoff; present Secr~­
tary Tony Celebrezze; Under Secretary Wil­
bu/ Cohen; the Democratic whip of the 

H Hale Boggs on the Ways and Means ouse, , 
C mmittee· and really the 'White Houses 

0 ' . 
best legislator, Larry O'Brien, gave not 1ust 
endless days and months and, yes, years of 

. but they gave their hearts-to pattence-
passing this bill. 

Let us also remember those who sadly 
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I~ it is their triumph too. It is the victory of 

great Members of Congress that are not with 
us, like John Dingell, Sr., and Robert Wag­
ner, late a Member of the Senate, and James 
Murray of Montana. 

And there is also J oho Fitzgerald Ken­
nedy, who fought in the Senate and took his 
case to the people, and never yielded in pur­
suit, but was not spared to see the final con­
course of the forces that he had helped to 
loose. 

But it all started really with the man from 
Independence. And so, as it is fitting that 
we should, we have come back here to his 
home to complete what he began. 

President Harry Truman, as any Presi­
dent must, made many decisions of great 
moment; although he always made them 
frankly and with a courage and a clarity 
that few men have ever shared. The 
immense and the intricate questions of 
freedom and survival were caught up many 
times in the web of Harry Truman's judg­
ment. And this is in the tradition of 
leadership. 

But there is another tradition that we 
share today. It calls upon us never to be 
indiflerent toward despair. It commands 
us never to turn away from helplessness. 
It directs us never to ignore or to spurn 
those who suffer untended in a land that 
is bursting with abundance. 

I said to Senator Smathers, the whip of 
the Democrats in the Senate,_ who worked 
with us in the Finance Committee on this 
legislation-I said, the highest traditions of 
the medical profession are really directed to 
the ends that we are trying to serve. And 
it was only yesterday, at the request of some 
of my friends, I met with the leaders of the 
American Medical Association to seek their 
assistance in advancing the cause of one of 
the greatest professions of all-the medical 

to improve the health of all Americans. 
And this is not just our tradition-or the 

tradition of the Democratic Pany--or even 
the tradition of the Nation. It is as old as 
the day it was first commanded: "Thou shalt 
open thine hand wide unto thy brother, 
to thy poor, to thy needy, in thy land." 

And just think, Mr. President, because 
of this document-and the long years of 
struggle which so many have put into 
creating it-in this town, and a thousand 
other towns like it, there are men and 
women in pain who will now find ease. 
There are those, alone in suffering, who will 
now hear the sound of some approaching 
footsteps coming to help. There are those 
fearing the terrible darkness of despairing 
poverty-despite their long years of labor 
and expectation-who will now look up to 
see the light of hope and realization. 

There just can be no satisfaction, nor any 
act of leadership, that gives greater satis­
faction than this. 

And perhaps you alone, President Tru­
man, perhaps you alone can fully know just 
bow grateful I am for this day. 

NOTE: The President spoke at 2:55 p.m. in the 
auditorium of the Harry S. Truman Library in 
Independence, Mo. In his opening words he re­
ferred to former President and Mrs. Harry S. 
Truman, Secretary of Health, Education, and \Vel­
fare Anthony J. Celebrezze, Senator Mike Mansfield 
of Montana, majority leader of the Senate, Senator 
Stuart S)'mington and Senator Edward V. Long of 
Missouri, Governor Warren E. Hearnes of Missouri, 
Senator Clinton P. Anderson of New Mexico, Repre­
sentative Cecil R. King of California, Representative 
Wilbur D. Mills of Arkansas, Senator Russell B. 
Long of Louisiana, and Vice President Hubert H. 
Humphrey. 

During his remarks the President referred to, 
among others, Representative John W. McCormack 
of Massachusetts, Speaker of the House of Repre-

. scntatives, Representative Carl Albert of Oklahoma, 
majority leader of the House of Representatives, 
Aime Forand, Representative from Rhode Island 
1937-1939 and 1941-1961, Representative Emanuel 
Celler of New York, Senator Abraham Ribicofl of 

and Welfare Wilbur J. L;onen, 1\.c1'1Qcu•4~·- ---·­

Boggs of Louisiana, Lawrence F. O'~rien, Special 
Assistant to the President, John D. Dingell, Repre­
sentative from Michigan 1933-1955, Robert F. 
Wagner, Senator from New York 1927-1949, James 
E. Murray, Senator from Montana 1934-1961, and 
Senator George A. Smathers of Florida. 

As enacted, the Medicare bill (H.R. 6675) is 
Public Law !!9-97 (79 Stat. 286). 

On July 25, 1965, the White House released 
a report to the President from Secretary Celebr~ 
in response to the President's requ~t for or~a~iza­
tional changes in the Social Secunty Adzmru.stra­
tion in preparation for administering the Medicare 
program. 

with special responsibility for bospua1 anu •ul'l-'•~-
mentary medical insurance programs; . 

"It changes some existing units, giving them addi-
tional responsibilities under new progr~s; . . 

'1t centers data processing and transmission acuvi­
ties in a central headquarters in the Administration; 

"It strengthens upper-level manage~ent in the 
Administration, makes the field service of the 
Administration more responsive to directions from 
headquarters, and improves coordination between 
Administration units." . . 

The text of Secretary Celcbrczze's report is printed 
in the Weekly Compilation of Presidential Docu­
ments (vol. 1, p. 6). 

395 Remarks to Members of the Press at the LBJ Ranch. 
August r, 1965 

WE'RE delighted you could come by. Joe 1 

thought that you might enjoy stopping by for 
a few moments before you go back to Austin, 
and before we go back to Washington. 

'vVe plan to leave tomorrow evening late, 
unless something changes our plans, and we 
anticipate there will be no changes-some 
time after the sun goes down tommorrow, so 
we have a chance tp have a ride in a boat. 

APPOINTMENT OF DEPUTY DIRF.CTOR, 

USIA 

[ 1.] I have wit}:i me today, Bob Akers, 
who is being appointed Deputy Director of 
the USIA to succeed Don Wilson. It has 
been about a week trying to locate him in 
Europe. We traced him through Spain and 
.finally located him in Greece; an'.d brought 
him back Saturday. He's been interviewed 
by Mr. Macy 2 and the other appropriate 
people in Washington. 

1 Joseph Laitin, an assistant press secretary. . 
•John W. Macy, Jr., Chairman of the Civil Service 

Commission. 

He's had 40 years in the newspaper busi­
ness and 10 or more years as a commenta­
tor. He's traveled extensively and lec­
tured at the USIA, on the Asian Continent, 
also in Europe. He's most recently been 
the managing editor of the Beaumont Enter­
prise and the Beaumont Journal, a commen­
tator on KRIC-TV. 

I had Mr. Laitin come down and he's go­
ing to give you some announcements a little 
later on in the day. 

EFFECTIVE UsE OF MIUTARY PERSONNEL 

[2.J I won't take your time now, but Joe 
Califano 3 and I have drafted a memoran­
dum to Secretary McNamara,4 which we 
have reviewed with him in the last few days 
following the appoinunent of our task 
forces on effecting economies. 

The substance of the memorandum is that 
I asked him to set up some special people to 
recognize the need for deployment of addi-

•Joseph A. Califano, Jr., Special Assistant to the 
President. 

• See Item 396. 
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WILLIE VELASQUEZ INSERT 

" ... in negotiating the release of the two Americans who were imprisoned in Iraq. He is a 
great American" -- and a great voice for Hispanic Americans. His dedication to public 
service mirrors that of another great American whose work helped put people like the 
Congressman in office. 

That man is Willie Velasquez. And it is my intention to honor him with the 
Presidential Medal of Freedom. I feel it is appropriate to honor the memory of a man who 
gave us all so much. For· a long time, Latinos were deprived of the chance to serve in the 
highest levels of government. This was a loss for the Latino community and the nation. We 
·are a rich nation. But we are not so rich that we can deprive ourselves of the intelligence, 
dedication, and insight of so many Americans. Willie Velasquez knew this, and his memory 
and legacy is alive in every comer of my Administration. 
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A BALANCED BUDGET FOR WORKING FAMILIES 
Monday, July 17, 1995· 

In the days and weeks ahead, the· President 
will lay out the advantages of his framework 
for a balanced budget. While some oppose 
balancing the budget and Republicans are 
pursuing an extreme agenda, the Presid~nt's 
balanced budget works for families by raising 
standards of living and empowering people to 
be the winners, not the victims, of economic 
change. Both his plan and the GOP plan have 
serious spending cuts and reach balance, but 
there are four fundamental differencei: · 

1. Investing· in Education and Training. For 
Americans to win in the new economy, we 
must cut the budget deficit and the 
education deficit. The President plans to 
increase investment in education by ~ 
billion over }.years--from Head Start to 
college loans .. Republicans cut edu~ation 
Qy il.§. billion. 

The President will have no choice but· to 
veto appropriations bills now moving 
through the House which cut education to 
finance tax cuts for the wealthy. Cuts 
include: 
o Eliminating AmeriCorps--50,000 

opportunities for national service in 
1996. 

o -Eliminat:ng Goals 2000--for higher 
standards in 16;000 schools in 1996. 

o Cutcing 5Q,000 children from Head 
Start: in 1996. 

o Cutting 23 milfion students from Safe 
and Drug-Fr~e Schools in 1996. 

2. Protecting ·Medicare Beneficiaries in the 
Context of Heal th 'care Reform. Whi.le both 
the President's and the Republican plan 
takes steps to secure the Medicare Trust 
Fund·until 2005, there are deep 
differences between the two. 
o The Republicans cut over twice as much 

from Medicare. · 
o Their Medicare proposal-will require 

seniors to pay as much as $5600 more 
per couple in higher out-of-pocket 
costs by 2002. The ~re~ident has zero 
beneficiary cuts. 

o Thei~ Medicaid cuts will leave 
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millions ·of children without 
insurance. The President's per capita 
cap achi~ves limited savings the right 
way. 

o While Republicans have no health care 
reform; the President is taking key· 
steps toward reform: expanding 
benefits for mammograms and 
Alzheime~'s respite care; ~eforming 
insurance markets to ptotect 
individuals changing jobs and stop 
discrimination for pre-existing 
conditions; an.d offering 6 months of 
coveiage for those whQ lose their 
jobs. 

o Republi~ans would not need one penny 
i~_Meditare beneficiary cuts if they 
accepted the President's targeted 
middle-class tax c~t, rather than 
their tax cuts for the well-off. 

3. Ensuring Tax Fairness for Working 
Families: 'The President supports a 
targeted tax cut to help working families . 
invest in themselves and their education, 
including a tax deduction for education 
expenses. Republi~ans are proposing: 

o A huge tax cut largely targeted at the 
well-off--possibly including a tax 
loophole to.allow some profitable 
corporations to pay zero.taxes. 

o A proposal to-raise taxes on ill2.-to 14 
million poor families by hundreds o.f 
dollars each--rolling back the · 
President's Earned Income .Tax Cut 
exp~nsion. 

4. Protecting Working Families: The President 
believes we must balance the budget in a 
way that protects the economy--by reaching 
balance gradually over 10 years, not 
arbitrarily in 7 years. A top. national 
forecaster (WEFA) found that ~he 
Republican plan would slow growth and 
·raise interest rates by a third to over 
8.5%, .while still not getting to baiance' 
until 2004. We can't take risks with 
working families.· The President has a 
prudent 10 year path to balance. 

I. 
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A BALANCED BUDGET FOR WORKING FAMILIES 
Friday, July 21, 1995 

Next week, the President will have several opportunities to outline 
the fundamental differences between his plan for a balanced budget 
and Republican plans in Congress. 

A Budget Framework That Can Unite Americans. The President has a 
balanced budget for working families that will raise standards bf 
living and empower people to· be the winners, not the victims, of 
economic change. Both his plan and the GOP plan have serious 
spending cuts and reach balance, but there are some fundamental 
differences. The President's plan: 

o Invests more, not less, in education and training; 

o Protects Medicare beneficiaries while taking steps toward 
health care reform; 

o Targets tax cuts only to working families, not the wealthiest; 

o Protects working families from the dangers of an economic 
down-turn. 

1. Investing in Education and Training Versus Gutting Education and 
Training. For Americans to win in the new economy, we must cut the 
budget deficit and the education deficit. The President would 
increase investment in.education by $40 billion over 7 years--from 
Head St?rt to college opportunity. Republica'ri:s.· cut ·education oy''$3 6' -, 
billion. 

He will have no choice but to veto appropriations bills now moving 
through the.House which cut education to finance tax cuts for the 
wealthy. Cuts include: 
o Eliminating AmeriCorps eliminating almost 50, 000 

opportunities for service in 1996. 
o Eliminating Goals 2000--supporting higher standards in 16,000 

schools in 1996. 
o Cutting 50,000 children from Head Start in 1996. 
o Cutting 23 ~illion students from Safe and Drug-Free Schools in 

1996. 

2. Protecting Medicare Beneficiaries in the Context of Health Care 
Reform versus $5600 in Beneficiary Cuts per Couple to Pay For Tax 
Cuts for the Wealthy: While both the President's and the Republican 
plan take steps to secure the Medicare Trust Fund until 2005, there 
are deep differences between the two. 

0 

0 

The Republicans cut over twice as much from Medicare. 
Their Medicare proposal will require seniors to pay as much as 
$5600 more per couple in higher out-of-pocket costs by 2002. 
The President has zero beneficiary cuts. 

PHOTOCOPY 
PRESERVATION 



o Their massive Medicaid cuts will leave millions of children 
without insurance. The President has a per capita cap that 
achieves limited savings the right way. 

o While Republicans have no health care reform, the President is 
taking key steps toward reform: expanding benefits for 
mammograms and Alzheimer's respite care; reforming insurance 
markets to protect individuals changing jobs and stop 
discrimination for pre-existing conditions; and offering 6 
months of coverage for those who lose their jobs. 

Republicans would not need one penny in Medicare beneficiary cuts 
if they accepted the President's targeted middle-class tax cut, 
rather than their tax cuts for the well-off. 

3. Ta~ Fairness for Working_ Families versus Huge tax Cuts for the 
Wealthy and Tax Hikes for the Working Poor: The President supports 
a targeted tax cut to help working families invest in themselves 
and their education, including a tax deduction for education 
expenses. Republicans are proposing: 

o A huge tax cut largely targeted at the well-off- -possibly 
including a tax loophole to allow some profitable 
corporations to pay zero taxes. 

o A proposal to raise. taxes on up to 14 million poor 
families by hundreds of dollars each--rolling back the 
President's Earned Income Tax Cut expansion. 

4. Budget that Protects Working Families: The President believes we 
must balance the budget in a way that protects the economy--by 
reaching balance gradually over 10 years, not arbitrarily in 7 
years. A top national forecaster (WEFA) found that their plan would 
slow growth and raise interest rates by a third to over 8.5%, while 
still not getting to balance until 2004~ We can't take risks with 
working families. The President has a prudent 10 year path to 
balance. 
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11:40 am 

++-+ D BAER 

SCHEDULE OF THE PRE:m>ENT 
FOil 

FR.IDAY, JULY 21, 1995 
FINAL 

MORNING RUN 

MEETING 
OVAL OPFICB 
Staff Conrad:: Leon Panetta 

BR.IEFING 
OVALOmCE 
Staff Contact: Pat Griffm 

CONGR.ESSIONAL LEADERSHIP MEETING 
OVAL OFFICE 
Staff Contact: Pat Griffin 
CWSEDPRESS 

MEEIING 
av AL OFFICE 
Staff Contact! Laura Tyson 

omcIAL PHOJ'OS 
OVALOmCE 
Staff Contact: Colleen McCarthy 

USTI'IPHOTO 
Staff Comact: Dan W"1er 

PPD DEPARTURE PHOTOS 
Sraff Contact: Dave Carpenter 

MARCH OF DIMU PHOTO 
Staff Contact: Dan Wexler 

MILITARY DEPARTURE PHOTOS 
Staff Contaet! Alan Sullivan 

PARENTS DAY PHOTO 
Staff Contaa: Colleen McCarthy 

BRIEF'JNG 
OVAL OFFICE 
Sraff Contact: Marilyn Yager 

•• of 07120/95 6:4lpm 
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11:40 am-
11:55 am 

11:S5 am-
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12:00 pm-
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2:00 pm-
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2:30 pm 

3:00 pm 

3:20 pm 

AMA PHONE CALL 
OVALOFFICB 
Staff Contact: Marilyn Yager 
CLOSED PRESS 

MEETING 
OVALOmCE 
Staff Comac:t: Billy W e.bster 

HOLD 
Staff Contact: Srephanie·Streett 

GIRLS NATION EVENT 
EAST ROOM 
Remarks: Gabrielle Bushman 
Social Coordinator: Sarah Famswonh 
Staff Comaa: Dan Wwer 
OPEN PRESS 

++-+ D BAER 

'The President is announced from the Blue Rooll'l and 
proceeds to stage. 

The President makes remarks and introduces Kristine 
Kalanges, Girls Nation President. 

Xristine Kalanges makes remarks and introdu'es Christina 
Sugg. Girls Nation Vice President. 

Christina Sugg presents the President with a gift. 

The President takes a group photo with girls. 

'lbe President procee.ds TD Blue Room to take individual 
photos. (White Bo~ Photo Only) 

The Pre.tldent departs upon co.rnpletion of photos. 

DOWN FOR DAY 

THE P.REml>ENT departs White House via motorcade en route Bell 
Havea Country Club 
[drive time: 20 minutes] 

THE PR.Eml>ENT mives Bell Haven Country Club 

11 ol0?/20/95 6:42p111 
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3:30 pm 

tba 
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BC AND HRC RON 

-+-+-+ D BAER 

GOLF TEE TIME 
BELL HAVEN COUNTRY CLUB 

THE PRESIDENT deparu Bell Haven Country Club via motorcade 
en route White House 
(drive time: 20 minutes] 

THE PRFSIDENT arrives White House 

EVENINGOFF 

WHITEHOUSE 

11 of01f2.0/95 6:42pm 
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; NATIONAL COUNCIL OF SENIOR CITIZENS 

The History of the NCSC 
1961 

1962 

1963 

1965 

1968 

1975 

1975 

1977 

1978 

1981 

1985 

The NCSC opens its doors in a Washington, D.C. hotel. The space is so cramped, the 
mimeograph machine is located in the bathtub. 

President Kennedy speaks to an NCSC rally of 18,000 senior citizens in Madison 
Square Garden in support of Medicare. Simultaneous rallies are organized by the 
NCSC in 30 other states. 

President. Kennedy and Vice President Johnson address the second NCSC 
convention and pledge their support for Medicare. 

Medicare is passed by the House and Senate and signed into law. President 
Johnson flies with NCSC Board members to Independence, Missouri, to sign the 
bill into law in front of former President Truman. The Older American Act is 
passed. 

U.S. Department of Labor selects the NCSC to operate its Senior AIDES program, 
a community service employment program for the elderly poor. 

National Council of Senior Citizens successfully advocates for reduced mass 
transportation fares for the elderly who are on fixed incomes. 

NCSC pickets HUD over Nixon Administration's freeze of funding for senior housing. 

NCSC creates NCSC Housing Management Corp. NCSC is now one of the largest 
sponsors of senior housing in the U.S. 

With support from the NCSC, the "Meals-on-Wheels" program passes Congress 
and begins to provide food to elderly shut-ins. 

NCSC rally to protest Social Security cuts brings 10,000 people to Capitol Hill steps. 

NCSC publishes a report on "Abusing the Elderly" which details drug 
experimentation on nursing home patients without their prior consent. 

NATIONAL COUNCii... OF SENIOR CITIZENS 

1331 F STREET, N.W. • WASlllNGTON, D.C. 20004 • (202) 347-8800 
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1986 

1988 

1990 

1992 

1993 

1993 

NCSC exposes how for-profit hospitals are routinely dumping patients after they 
can no longer afford to pay their bills. 

NCSC completes its 20th year of operating the Senior AIDES program for the U.S. 
Department of Labor; the program now employs over 10,300 low-income senior 
citizens. 

NCSC successfully pushes for increased regulation of Medigap insurance policies 
to prevent unscrupulous insurance salesmen from ripping off senior citizens. 

For the first time in its 31-year history, the NCSC endorses a Presidential candidate­
Bill Clinton. NCSC prints and distributes millions of brochures explaining why Clinton 
is most likely to deliver on the issue of greatest concern to senior citizens - health 
care. 

President Clinton signs into law the Family Medical Leave Act which allows family 
members to take unpaid leave to care for seriously ill family members, including 
parents and grandparents. 

President Clinton meets with the NCSC Executive Committee to discuss health 
care reform. Later, NCSC is the first organization to testify for health care before 
the President's health care task force. 

Fast Facts About NCSC ,. . ,-
. ·, ' , '. . _- : -. _,.. ... ~ 

Senior Housing: The NCSC is one of the largest sponsors of housing for the 

elderly and handicapped, with more than 4,000 tenants in 30 buildings valued at more 

than $175 million. 

Senior JObS: In conjunction with the U.S. Department of Labor, the NCSC operates 

more that 149 Senior AIDES projects which employ more than 10,300 low-income senior 

citizens nationwide. 

An Active Organization: The NCSC is one of the largest nonprofit 

organizations in the United States with over 5 million affiliated members and associ­

ates. With 5,000 senior clubs, the NCSC is able to keep its pulse on the concerns of 

older Americans and translate those concerns into real political muscle. 

A Leadership Voice: The NCSC has been one of the leading voices for older 

Americans for more than 32 years. Lyndon Johnson said, •without the National 

Council of Senior Citizens, there would have been no Medicare: 



NOTES: 

• Hit hard on beneficiary cuts v. protection 

• Tax cut v. Medicare cut if they were not doing their tax 
cut they would not need to cut Medicare. 

• We can protect the solvency of the Trust Fund. We can do a 
tax cut -- mention President's tax cut. And we can do it 
without taking money out of the pockets of Medicare 
beneficiaries. 
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Date: 

Proforrod time: 

Hook: 

Event; 

Visuals: 

In the room: 

I 

r.:11u«.;a. DU'll~ 

July 25th 

10 a.m. or just past noon. 

On the 30th Anniversary of Medicare, and on the eve of tile Medicare 
budget battle, 1 O of the original signers of Med:care, and other more 
recent Members of Congress, reaffirm their support for the nation's 
health insurance program for the elderly and seriously disabled by re­
signing the First "Contract with America ... 

Members of Congress are invited to "reaffirm" their support for 
Medicare on Its 30th .A.nnlversary by signing a copy of the orlglnal law 
signed by Lyndon Johnson in 1 ~- The idea is to renew tne first 
"Contract With America" by vowing to preseNe Medicare into the Mure. 
After a brief introduction and a symbolic signing of 1he old law by a few 
Mi;imber.:: of C"..ongrp_o;;s, the Birthday cake will be lit by passing a lighted 
c3ndle from Dr. Arthur Flemming (on th1:i right) :ir:d Mrs. Gonovieve 
John~on (on the left) through their aszembled family membc~. Tho 

youngest children, along vvilh ::;orneum:i r1ur11 l11t1 disi:ibled community, will 
light tM candles (the children with parental help). 

•Large birthday cake (trlple decker) with 60 candles. 

•The 12 original ~igners of Medicare legislation that are still in office. 

•Dr. A1thur Flemming (age 90) and Mrs. Genevieve John~on (age 96) 
and assorted family members spanning 5 generations. 

(With Dr. Flemming and Mrs. Johnson, we span a great Cleat Of 
demographic ground: black and W'hlte, male and female. 
Republican and Democrat) 

•Another Possible Feature: Lady Bird Johni»on whom the new 
"contract• could be presented to. 

•Members ct {;ongress 
•Cake and families . 
•Camera crews 
•Disabll?Ji Am?.rir:ans 
•As many 'l>eniors as we need to fill thP- mom. 
•Selected seniors and disabled Americiilns to do intereviews about 

tt1~ importance of Medicare to them end their families 
•Representatives from national organizations and agencies. 

I 
I 

I 
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SCHEDULING REQUEST, Date: 6/21/95 

ACCEPT 

TO: 

FROM: 

REQUEST: 

PURPOSE: 

BACKGROUND: 

3S J\lNZZ A 6 : 4 8 

_REGRET PENDING· 

Billy Webster 
Director of Scheduling and Advance 

Carol H. Rasco 
Assistant to the President for Domestic· Policy 
Alexis Herman 
Assistant to the President for Public Liaison 
Kitty Higgins 
Secretary to the Cabinet 

An event with the President to commemorate the 30th 
Anniversary of Medicare. 

Given the importance of Medicare in the current budget debate, 
this event will allow the President to demonstrate his 
commitment to the program and to highlight Medicare as a . 
program that has worked successfully for the elderly for thirty 
years. It is expected that this event will be part of a broader 

· budget strategy. 

Medicare was signed by President Johnson on July 30, 1965 at 
the Trum_an Library in Independence, Missouri. At this point, 
the Health Care Financing Administration is planning its official 
comm_emoration of the program in July, 1996 -.,.- 30 years after 
the first person received benefits from the program. 
Development of the event will obviously be in collaboration with 
HHS and in coordination with Congressional plans for the 
anniversary. 

DATE AND TIME: Clo~e to July 30 (July 30 is Sunday) 

DURATION: One hour 

LOCATION: TBD 

PARTICIPANTS: TBD 

OUTLINE OF EVENTS: TBD 
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MEDIA COVERAGE: 

VICE PRESIDENT'S 
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RECOMMENDED BY: 

ORIGIN OF THIS REQUEST: 

CONTACT: 

Yes 

Open press 

TBD 

Carol Rasco, Alexis Herm_an, Kitty Higgin~ 

White House Staff generated 

Jeremy Ben-Ami 
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Molly Brostrom 
x65561 
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To: 
From: 
Date: 

RE: 

Terry Edmonds 
Angela Lee 
18 July 1995 

Medicare) 

MEMO 

I found some useful background information from Medicare: Now 
and in the Future, published in 1993 by the Urban Institute, a 
non-profit think tank located here in Washington, D.C. They are 
faxing more recent findings. 

What is Medicare? 

Medicare is "the largest public healthcare program in the U.S., 
providing the major source of insurance for acute care for the 
elderly and disabled populations." (p.l) Medicaid, on the other 
hand, targets the financially needy and varies by state in terms 
of implementation. 

Why is Medicare the focus of the budget cutting debate? 

First, the size of the program, and second, its rapid growth: 
"The portion of the federal budget devoted to Medicare has been 
expanding rapidly since 1965, when Mediare was introduced ... " 
(p. 1) 

All three 1992 presidential candidates proposed cuts in Medicare. 
During his campaign, Clinton suggested that higher-income 
Medicare beneficiaries should contribute more to the costs of 
their care. 

Is the need for Medicare today as great as it was at its 
inception in 1965? 

on average, older Americans are better off than they were 30 
years ago. In 1962, for example, the poverty rate for elderly 
families was 47%, as opposed to 13% for families headed by 
someone aged 25 to 54. (p.25, data from Council of Economic 
Advisors 1964) Because past generations of older Americans were 
disproportionately poor, they were unable to obtain adequate 
health care. 

But not every member of today's over-65 group is better off: 
"The dichotomy between the wealthiest and the poorest older 
Americans continues ... " (p.9) 

Furthermore, the proportion of income spent by senior citizens on 
health care is "at an all-time high and will increase further." 
(p.10) Even though older Americans are on average wealthier than 
they were 30 years ago, they are less able to meet skyrocketing 



health care costs. (The reasons behind the astronomical rise in 
health care costs are many, complex, and controversial ... } 

How did Medicare evolve? 

As early as 1945, the idea of public health insurance found 
supporters among both Democrats and Republicans. Most 
Republicans, of course, and the American Medical Association 
(AMA} stridently opposed all such initiatives. 

President Truman proposed a national health insurance program, 
but the proposal was defeated by Congress. Presidential 
candidate John F. Kennedy promised during his campaign that he 
would propose health insurance for all elderly Americans; he 
failed to accomplish this goal before his assassination. In 
1965, as both the number and political power of senior citizens 
swelled, the Democratic Congress passed Johnson's Medicare 
legislation along with other Great Society legislation. 
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9300003015 ProQuest - The New York Times (R) Ondisc 
CLINTON, AT CONFERENCE ON AGING, ASSAILS G.O.P. MEDICARE 
PLANS 
TODD S. PURDUM 
The New York Times, Late Edition - Final 
Thursday May 4, 1995 Sec: A National Desk p: 21 
Length: Medium (594 words) 
MEDICINE & HEALTH; AGED; MEDICARE; MEDICAID; REFORM & 
REORGANIZATION 
CLINTON, BILL (PRES) 

Copyright 1995 The New York Times Company. Data supplied by NEXIS 
(R) s"ervice. 

Article Text: 
WASHINGTON, May 3 -- President Clinton rallied more than 2,000 people 

at a White House conference on aging today and vowed to oppose Republican 
plans to cut growth in Medicare and Medicaid spending that he said would 
threaten coverage for the elderly. 

'The status quo is not an option,' the President said, acknowledging 
the financial pressures on the Medicare system. But he repeated his view 
that savings must come in the context of overhauling the health care 
system and insisted, 'I will not support proposals to slash these 
programs, to undermine their integrity, to pay for tax cuts for people who 
are well off.' 

Unmoved by the request of the House Speaker, Newt Gingrich, and the 
Senate majority leader, Bob Dole, to draft a bipartisan solution, or by 
Mr. Gingrich's pledge to consider Medicare spending separately from the 
rest of the budget, Mr. Clinton sought to keep the Republicans on the run 
on an issue that the White House believes will damage whoever blinks first 
and offers specific proposals to cut costs. 

The Administration says the trust fund, which pays nearly two-thirds of 
the cost of Medicare, will be insolvent by 2002 if nothing is done. But 
except for his broad requirements that any changes do .no harm, the 
President declined to offer any details of his own. Instead, he called 
again on Republicans to spell out their budget proposals. 

'I will not walk away from this issue,' Mr. Clinton told the audience 
of elderly people and health care experts at the White House Conference on 
Aging at the Washington Hilton. 'I watched from afar when I was a Governor 
and a citizen for 12 years while people here walked away from problem 
after problem. And I sustained, as President, an agonizing experience when 
large numbers of people walked away from problems that I asked them to 
face for short-term political gain.' 

Precisely because the Clinton health care plan went down to defeat last 
year, the White House refuses to give Congressional Republicans a proposal 
they could pick apart to meet their own promises to cut taxes and balance 
the budget by 2002. Instead, it has moved swiftly to paint the Republicans 
as enemies of the sick and the elderly, and this week's long-scheduled 
conference -- the fourth on the topic since 1961 -- gave the President a 
forum for politicking with one of the nation's most powerful electoral 
constituencies. 

Mr. Clinton said any proposed change in Medicare or Medicaid should not 
eliminate services· or charge elderly people on fixed incomes 'more than 
they can possibly be expected to pay,' or force them to enter managed-care 
programs 'whether they're good ones or not.' 

Almost all Americans over the age ot -65 are enrolled in Medicare, which 
cost $159 billion last year. R~publicans -in Congress have said they intend 



to reduce projected spending by up to $300 billioh, and the White House 
contends that such cuts are the only way the Republicans could finance 
their their promised tax cuts and balance the budget. But the 
Administration believes all three ideas are unrealistic, and the 
President's spokesman suggested today that the price of cooperation would 
be high. 

'If they come back and say, 'Look, all right, we overpromised, we admit 
it, we can't simultaneously balance the budget by the year 2002 and 
provide over $350 billion worth of tax cuts to the wealthiest Americans,' 
' said the White House press secretary, Michael D. Mccurry, 'and then they 
go further and they say, 'Because of that now we're going to have to get 
down to the serious work' ' of writing a budget, 'then you can move 
ahead.' 



Mrs. Genevieve Johnson 

M r s . G e n e v i <:- v e J ·~, h n :: 1:• 11 i s Pr e s i d e n t o f NC SC ' s D i s t r i •:- t o f 

Columbia State Council of Senior Citizens, and a longtime member 

Mr s . J o h n s o n o r ' ' M ,-:_, t h e r ' ' J o h n s o n , a s s h e i s a f f e c t i o n a t e 1 y 

known, is the founder of the annual District-wide Senior Citizens 

Prayer Breakfast The ~vent, now in its !3th year, brings members 

enduring and continuing ·contributions of older citizens to the 

welfare of our city and nation. 

''i"lo!:her;' JcdH1:;oi-, was one •:.f the founding members of the 

D. C. Commission on Aging. She remains a leading advisor to 

public officials on such important concerns as h;using, security, 

a n d rr1 e di c: a l a s s i s t a n •:: e f <:. r t h e e l cl er l y . 

Mr s . Joh n s •:• n "'' ,:~ ~: t h e d :- i vi n 9 f or c e be h i n d NC SC ' s s en i c• r 

citizen housing prc.ject ;_n 'rt'ashington, D. C. In grateful 

recognition of her many contributions, NCSC named the building 

".Jc0 hn:.::on To·~·ers." 

She is the recipient of numerous awards. Amc·ng th em: 

retirement after a 34-year career with the British Embassy in the 

District, and "f'fotl-i-=·i- c:f tho? Year" from the .Z:..merican Mothers 

1':.. s s i:· c i a t i .:, n o f t h e [ii s t r i .:: t o f C o l u.mb i a . 



.ifUdl ill I •JT:llfrk 
~I c i 1 cd 4f:c idctt c { o: 1 di::g ul out .-\rthur 
Flemming\.~/ Tt:tkiat :::.::p_.lolcr.ashad 
a most astoni<·,in;:_ (.Ht'l'r, ~,·,·-~.11,·1ng between 
high-level app,,intnwnt:-: in Hw lcdcral govern­
ment three c0lk•'L' prc·:-:1Lknc1t:·s. ,rnd all kinds of 
other' responsihl'fiies in 1\·idc-ran~ing fields. The 
single thread runnin~ thwuh_h ,11! 0f these activi­
ties is his concern i,)r ju:-:ti.:-L' f,)r 11/1 people. 

Arthur was tl~'P'•intc•,i by President Roosevelt 
to the U. 5. Cil'il S.:'rl'i..:t' Commission in the spring 
of 1939. He wa:-: thirt:·-f,•Lir ye.us old, the young­
est Civil Servi.:-c' commissioner since Theodore 
Roosevelt. Arth'-lr left the commission in 1948 to 
become president of his alma mater, Ohio 
Wesleyan Uni1 crsity. 

ln 1950, he ~'gan a L·ommuting schedule be­
tvveen Washinst,•n and Dela\\'are, holding a full­
time job at the Orf ice ol Ddense \ lobilization and 
flying back to Dt>Ln\·arc' Fridays for t1lmost round­
the-clock meetinss at Ohio \\'esleyan. In 1953 
President Eisenhower named Arthur the director 
of the Office of Defense Mobilization. Arthur 
served four ye.1;::. in that capacity. 

In 1958, Pn:-s;-ient EiS<:'nhower asked Arthur to 
become secret.1;:-. oi HC>.3lth, Edu.:ation, and Wel­
fare. ln 1961, at the conclusion of that admini­
stration's term, .-\rthur took over the presidency of 
the University of Oregon. He remained at this post 
for seven years . .-\ third college presidency was a 
three-year stint at Macalester College, in St. Paul, 
Minnesota. 

Arthur left \!acalester in 1971 to become the 
full-time chairr.·.2:1 of the upcoming White House 
Conference on Aging. Later President Nixon 
appointed him 2 consultant to the president on 
aging, later Unite-d States commissioner on aging, 
and still later, chairman of the United States Com­
mission on Civil Rights. Arthur insisted on a watch­
dog approach, which placed him in positions 
contrary to those of the Reagan administration. 
President Reaga.1 summarily dismissed him in 
November of 1 '?-31. 

Now, <i ·· "":... · ·,he is as busy and involved 
as ever, making speeches and going to meetings 
all over the co:.rntrY. "Can't" and "tired" are 
words he doesr.'i kr1oh· how to say. 

l~Br< 8-982~ 
Canada $ .. 



Date: 07/19/95 Time: 08:42 

Administration Criticizes GOP's Medicare Voucher Proposals 

WASHINGTON (AP) Elderly and disabled Americans will be digging 
deeper into their pockets to keep health benefits if Congress moves 
ahead with plans to overhaul_ Medicare, the Clinton administration 
says. 

The Republican effort to reform Medicare would ''turn back the 
clock 30 years to a time when the elderly and disabled struggled in 
a discriminatory and expensive insurance market to buy decent 
coverage with limited funds,'' Judith Feder of the Department of 
Health and Human Services, told a House subcommittee Tuesday. 

The budget plan approved by Congress last month would pare the 
growth in Medicare spending by $270 billion over the next seven 
years. 

House Republicans are considering a draft plan that would revamp 
the program by creating financial incentives to encourage people to 
join health maintenance organizations or other types of 
managed-care plahs that are designed to reduce the growth in 
medical costs. 

Participants would be given government-funded vouchers that 
could be used to pay for a variety of private health insurance 
plans, such as HMOs. 

House leaders, however, have also pledged that Medicare 
recipients and future retirees who wish to remain in the 
traditional fee-for-service program, in which the government pays 
for each doctor's visit or hospital stay, may continue to do so. 

Ari Fleischer, a spokesman for the House Ways and Means 
Committee, said the draft plan was an internal staff document 
describing a ''wide spectrum of options available to 
policy-makers'' and that it was far too soon to say which would be 
adopted. 

But administration officials, including HHS Secretary Donna 
Shalala, were quick to attack the plan. 

Shalala said it would ''force Medicare beneficiaries to reach 
deeper and deeper into their own pockets to maintain their current 
coverage.'' 

And Feder, a deputy assistant secretary of HHS, told the House 
Commerce subcommittee on health that moving into a voucher system 
as Medicare spending is being reduced by $270 billion ''can only be 
disastrous'' for the people who depend on it. 

She said Medicare participants under a voucher system probably 
would have to pay more to keep the coverage they have today. But 
since three-fourths of them have incomes below $25,000, she said, 
''it is likely that many seniors would not be able to pay more.'' 

''At worst, beneficiaries would be forced to buy coverage that 
is insufficient to meet their needs,'' Feder said. ''That's not 
choice, it's financial coercion.'' 

Fleischer, however, said Shalala and Medicare's other trustees 
have warned that unless reformed, the system will be ''gone, 
bankrupt, insolvent'' in seven years. 

''We are prepared to move forward and make the decisions to save 
Medicare for present retirees and future retirees, and in doing so, 
seniors will have choices and all reforms will be done with an eye 
toward what is doable and what affordable,'' he said. 
APNP-07-19-95 0848EDT 



Date: 07/18/95 Time: 23:34 

Administration Criticizes Republican Medicare Vouch~r Proposals 

{Capitol Hill) -- The Clinton administration warns that elderly 
and disabled Americans would be forced to pay more for their health 
insurance or buy coverage that fails to meet their needs under 
G-0-P Medicare plans. 

Administration health official Judith Feder testified before a 
House subcommittee Tuesday. She charged that G-0-P Medicare 
overhaul plans would ''turn back the clock 30 years'' to when the 
elderly and disabled struggled to buy coverage. 

The budget plan approved by Congress last month would pare the 
growth in Medicare spending by 270 {B) billion dollars over the 
next seven years. 

House Republicans are considering a draft plan that would revamp 
Medicare by creating financial incentives to encourage people to 
join managed care plans. Participants would receive 
government-funded vouchers. 

APNP-07-18-95 2340EDT 
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PRESERVING AND STRENGTHENING MEDICARE 

Marilyn Moon and Karen Davis 

As Medicare turns thirty, it is an opportune time for a critical reexamination of the 
program. Medicare has opened the door to health care and greater economic security for the 
nation's elderly and disabled populations. It has improved access to health care and contributed 
to improved health and quality of life of millions of vulnerable Americans. Without Medicare, 
many of its chronically ill beneficiaries would quickly exhaust their financial resources. 

Changes in the program, however, are dictated by the projected insolvency of the 
Medicare Hospital Insurance Trust Fund in 2002, the rapid growth in Medicare outlays in an era 
of federal budget deficits, and the looming retirement of the baby boom generation. Medicare 
now faces twin problems -- brought on in part by its own success -- of continuing to guarantee 
access to care and financial security for its beneficiaries while stemming an unsustainable rate of 
cost growth. 

Grappling with the choices will be extraordinarily difficult. Yet, a reexamination affords 
an opportunity for creative restructuring of the program to meet the growing health and long­
term care needs of an aging population, while being cognizant of competing demands for the 
nation's health care and budgetary resources. This paper argues that it is possible to build on the 
strengths and structure of the Medicare program, while undertaking long-term changes to assure 
its fiscal soundness and preserve its mission of affording health security for an aging population 
in the 21st century. We attempt to offer pragmatic suggestions on how to improve the program 
while recognizing the substantial fiscal responsibilities that will need to be faced. 

THE ROLE OF MEDICARE 

Any discussion of Medicare restructuring should begin with an understanding of why it 
came to exist, its role in assuring the well-being of America's oldest and most disabled citizens, 
and its strengths as a program, as well as areas which require strengthening. Medicare is the 
largest public health care program in the United States, providing the major source of health 
insurance for acute care for 37 million elderly and disabled beneficiaries. It came into being in 
1965 because the nation's elderly lost their health insurance when they retired. Without health 
insurance, the nation's elderly and their families were at risk for financially ruinous health care 
expenses. 

Why is Medicare so costly? The answer lies not in inefficiency, or a failure to adopt · 
modern techniques of cost-savings. Its administrative costs, at two percent of program outlays, 
are far lower than those of private insurance and managed care plans. 1 It is a leader in electronic 
submission of claims -- 90 percent for hospital services and 67 percent for physician services --

'Health Care Financing Administration, Medicare: A Profile (Washington, D.C.: HCFA, 1995). 



far in excess of private health insurers. 2 It imposes price discounts on hospitals and physicians 
unmatched by even the best managed care plans. It offers beneficiaries a choice of enrollment in 
health maintenance organizations (HMOs) or coverage under fee-for-service with unlimited 
choice of physician; 70 percent of all HM Os offer Medicare risk contracts. 3 

. 

In the 1980s Medicare expenditures per beneficiary grew more slowly than private health 
insurance per enrollee. After adjusting for the packages of health services covered by both 
private insurance and Medicare, Medicare has done better than private insurance between 1990 
and 1992 and nearly as well in 1993.4 In short, Medicare's costs have increased for the same 
reasons that health care costs generally have risen: health and quality of life enhancing 
technological change, excess capacity in the health care system, overspecialization, and an open­
ended payment system that encourages doing more. 

STRENGTHS OF THE MEDICARE SYSTEM 

Medicare has many strengths that deserve to be retained, including some of the basic 
principles on which the program was founded. 

Universal Social Insurance 
Medicare provides universal health insurance coverage to nearly all people age 65 and 

over and those who are permanently and totally disabled for two years or more. At 98 percent of 
all the elderly, for example, this represents a percentage far in excess of the rate of coverage 
found for any other group in the population. By offering a uniform benefit package and ready 
access to most health care providers in the U.S., Medicare has achieved its promise of offering 
mainstream medical care even for the sickest and lowest income populations. 

Medicare's Risk Pools 
One of Medicare's strengths is its sharing of risks across a large group of the population. 

With 37 million beneficiaries, Medicare is the largest risk group for health insurance in the U.S. 
Effectively, costs for chronically ill 85 year-olds are averaged in with healthy 70 year-olds, 
making insurance less expensive than if these 85 year-olds were seeking insurance in the private 
market from a company that covered a much smaller number of persons. In addition, once a 
commitment has been made to treat all these beneficiaries alike, the costs associated with 
underwriting and differentiating risks can be foregone. 

Medicare's Discounts 
While Medicare has been criticized for not promoting aggressively enough managed care 

2Health Care Financing Administration, Medicare: A Profile (Washington, D.C.: HCFA, 1995). 

3Health Care Financing Administration, Medicare: A Profile (Washington, D.C.: HCFA, 1995). 

4Marilyn Moon and Stephen Zuckerman, "Are Private Insurers Really Controlling Spending Better than 
Medicare?" Discussion paper, Urban Institute, 1995. 
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alternatives for its beneficiaries, the program is itself similar to a preferred provider managed 
care plan. With the recent reforms in provider payment, Medicare sets prospective prices for 
hospitals and physicians at a substantial "discount" to usual charges. Medicare's physician 
payment fees, for example, average 68 percent of fees paid under private health insurance plans. 5 

All providers who are willing to participate at these rates are permitted to enroll. Even when 
compared with formal preferred provider organizations (PPOs)--which is the area of managed 
care now growing fastest in the U.S.--Medicare's payment levels remain substantially lower.6 

Similarly, hospital payments are below costs while private insurers continue to pay a premium 
for care. Medicare has already achieved the discounts that are just now helping to hold down 
premiums for private insurers. 

BUILDING ON MEDICARE'S STRENGTHS 

At present, too little attention is being focused on how to improve the functioning of the 
basic Medicare program, rather than departing radically from its basic structure. The goal 
should be preserving genuine choice for all Medicare beneficiaries to be cared for by physicians 
or a health system of their choice while guaranteeing quality care at a reasonable cost to 
beneficiaries and to taxpayers. Fee-for-service care has the disadvantage of creating incentives 
for too much care at too high cost; capitated managed care has the disadvantage of creating 
incentives for too little care at substandard quality. Providing a genuine informed choice for 
beneficiaries of both options may counter the harmful consequences of either extreme. 

Major issues include: l) how to improve the fee-for-service option within Medicare; 2) 
how to expand Medicare managed care choices while assuring quality standards; 3) how to 
minimize the difficulties posed by risk selection; and 4) what financial contribution Medicare 
beneficiaries and taxpayers can reasonably be expected to make. 

Improving Medicare's Fee for Service Option 
Medicare's greatest strength as a social insurance program is the efficiency of its fee for 

service option. It has low administrative costs and low provider payment rates. It could 
appropriately be characterized as a PPO that takes any willing provider that meets quality 
standards. And it does so without sacrificing beneficiary choice of physician. It is not 
surprising that Medicare beneficiaries rate it highly, and that it has broad popular support. 

Where the fee for service option falls short is the adequacy of its benefit package, and the 
difficulty of coordinating benefits with Medicaid and private supplemental coverage. This 
creates complexity and confusion among beneficiaries and providers. Any comprehensive 
examination of options for Medicare restructuring should include: 

5Physician Payment Review Commission, Annual Report to Congress (Washington, D.C.: PPRC, 1995). 

6Stephen Zuckerman and Diana Verrilli, "The Medicare Relative Value Scale and Private Payers: The 
Potential Impact on Physician Payments." Prepared under Health Care Financing Administration Contract No. 
500-92-0024, D.O. #4, 1995. 
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• Merger of Medicare Part A and Part B to simplify financing and administration of the 
program. 

• Creation of two standardized Medicare benefit packages: the current benefit package 
with a unified deductible and ceiling on out-of-pocket costs and a comprehensive benefit 
package that covers current services with little or no cost-sharing and prescription drugs. 7 

• Beneficiaries preferring the comprehensive benefit package would pay an additional 
premium to cover the differential cost.8 

• Federalization of Medicaid supplemental acute care coverage for Medicare beneficiaries; 
Medicare cost-sharing and premiums for poor and near-poor Medicare beneficiaries 
would be financed from federal general revenues and administered jointly with 
Medicare.9 

Improvements in Medicare's fee-for-service environment also requires attention to 
further cost containment activities. This part of the program needs to improve its payment and 
oversight activities to remain a viable option. In some cases, Medicare could adopt innovations 
from the private sector to improve its operations. Thus, changes in Medicare could include: 
• Expansion of prospective payment methods to all Medicare benefits, including 

consideration of expenditure targets that link future prices to perfonnance in controlling 
the outlays 

• Use of sophisticated computer techniques for profiling use of services, and thus 
identifying outliers and possible abuse 

• Establishing and applying strict principles for appropriateness of care 
• High cost case management. 

Expanding Medicare's Managed Care Options 
Medicare currently pennits federally qualified HMOs and state-accredited competitive 

health plans to enter into Medicare risk contracts. Plans may make a profit on their Medicare 
beneficiaries, but only to the extent to which they make a profit on non-Medicare enrollment. 
Any additional savings must be returned to beneficiaries in the fonn of improved benefits, 

7 A voluntary long term care insurance supplement financed by an income related premium might be another 
option that could be considered as well. For further description, see Karen Davis and Diane Rowland, 
Medicare Policy: New Directions/or Health and Long-Term Care (Baltimore, Md.: The Johns Hopkins 
University Press, 1986). 

8While such an option has considerable appeal to allow beneficiaries who wish to do so to opt for just one 
simple public program, there is the danger that sicker beneficiaries will opt for comprehensive benefits while 
healthier beneficiaries select basic coverage. If so, premiums will need to be risk adjusted--encountering the 
same methodological problems that managed care options create. See Marilyn Moon, "Adding a Long Tenn 
Option to Medicare," in A Call/or Action, Supplement to the Final Report, The Pepper Commission, 
U.S.G.P.O., September 1990. 

9For more details see Diane Rowland and Barbara Lyons, Medicare's Poor (Baltimore, Md.: 
Commonwealth Fund Commission on Elderly People Living Alone, 1987). 
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reduced cost-sharing, or reduced premiums. 

Medicare could take several steps to expand its managed care options: 
• Including PPOs and POS plans that meet quality and fiscal soundness standards and 

provide either the basic or comprehensive benefit package 
• informing Medicare beneficiaries of all managed care plan options available in their 

geographic area, providing beneficiaries with information on which to make an informed 
choice, and having beneficiaries enroll annually in either Medicare's fee for service 
option or a managed care option 

• Beneficiaries could receive all or a portion of the savings of managed care plans with 
premiums below the Medicare fee for service option or pay all or a portion of the 
incremental cost of managed care plans with premiums above the Medicare fee for 
service option. 

Minimizing Risk Selection 
The. primary problem with expanding Medicare managed care options is that it creates 

incentives to sort out healthier risks into managed care plans while poorer risks elect the fee for 
service option. If beneficiaries bear all of the financial cost of higher premiums, sicker, 
chronically ill patients may bear additional financial burdens not because they enroll in a less 
efficient plan but because the kind of care they need is only available in the fee for service 
option. The community rated character of Medicare could be destroyed, with each subgroup 
bearing its own risk. 

Given the extreme variability in health outlays among Medicare beneficiaries, there is 
great leeway for plans to select relatively healthier beneficiaries for whom capitated rates exceed 
true costs. If managed care plans succeed in attracting and retaining relatively healthier 
Medicare beneficiaries which they have very strong incentives to do, Medicare will be 
overpaying for those under managed care, and yet paying the full cost of the sickest Medicare 
beneficiaries who are unattractive to managed care plans. Medicare HMOs currently have the 
option of switching to a fee-for-service method of payment from a capitated risk contract if they 
experience adverse selection and would receive higher payment under Medicare's cost 
reimbursement rules. Monthly disenrollment by Medicare beneficiaries also means that 
managed care plans can encourage sicker patients to leave the plan and be cared for on a fee-for­
service basis. In the case of network-model HMOs the same physician might even continue to 
care for the patient when he or she disenrolls. 

This is such an overwhelming downside that it warrants a gradual approach to managed 
care, gaining experience with mechanisms used by plans to avoid bad risks. The following 
approaches may help to minimize adverse risk selection: 
• Insurance market reforms such as open enrollment, same premium for all enrollees (or 

with age-gender adjustment only), no underwriting or exclusion of poor risks 
• Regulation of marketing, enrollment, and disenrollment practices with Medicare 

managing the enrollment process and providing standardized information on plan choices 
• Quality standards that assure that chronically or seriously ill patients get appropriate 
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specialty care 
• Requiring all managed care plans to enter into risk contracts. 

The most fundamental way of eliminating risk selection is setting capitation rates in a 
way that reflects the risk of enrolled populations. This is easily said, but we do not do this well 
now and there is, as yet, no consensus on how to solve this problem. The current method of 
paying HMOs for Medicare patients is seriously flawed. Its primary weakness is that it does not 
adequately adjust for differences in the health status of beneficiaries. Unfortunately, a good 
method of setting capitation rates to adjust for differences in beneficiary health status seems 
years away. 

Financing Options 
These improvements in Medicare's fee for service and managed care options may not 

generate substantial savings over the long term. They represent program improvements, and 
should be considered on their merits quite apart from their savings potential. Yet, their 
extensive uncertainties make them an unreliable foundation on which to assure the future fiscal 
soundness of the Medicare program. 

There are two basic alternatives for financing Medicare benefit payments: direct 
beneficiary contributions and taxes. Ultimately, this is a public policy choice that the nation 
must make. There is no magic right combination of beneficiary financial responsibility and 
governmental financial responsibility. 

If beneficiaries are asked to pay more, some options are more equitable than others. 
Consider cost sharing changes. While cost sharing makes theoretical sense as a means for 
controlling use of services, in practice it often results in lower use of services only for low 
income families. 10 In the case of Medicare beneficiaries, higher cost sharing will likely have 
only an indirect effect on most people since they have additional supplemental insurance that 
would insulate them for the direct impact. In addition, Medicare coinsurance and deductibles 
represent a complicated collection of mismatched requirements, some of which could be 
increased and some of which should be decreased. For example, the Part A hospital deductible 
($716 in 1995) is very high by any standards while the Part B deductible ($100) is quite low. 
Hospital and skilled nursing coinsurance are also unreasonably high. It makes sense to rearrange 
this cost sharing along more rational lines, with perhaps a small net increase. 11 

Premiums for Medicare beneficiaries could be increased, and this is a reasonable way to 
require higher contributions if special efforts are made to protect low income beneficiaries. In 
particular, the Qualified Medicare Beneficiary (QMB) and the Specified Low Income 

10Newhouse, Joseph. Some Interim Results from a Controlled Trial of Cost Sharini: in Health Insurance 
The RAND Corporation, Santa Monica, 1982. 

11 Marilyn Moon, Medicare Now and in the Future (Washington, D.C.: Urban Institute Press, 1993). 

6 



Beneficiary (SLIMB) programs should be moved into Medicare. 12 This would likely help with 
low participation rates in this program. ln addition, the eligibility cutoffs could be raised if 
premiums go up to ensure that moderate income families would not be hit too hard. 

An income related portion of a premium increase also could be considered 13
, but there 

are practical implementation problems that may render this a less desirable initial step. 
Implicitly, Part A already has an income-related premium via the taxation of Social Security 
benefits, a portion of which is dedicated to the Part A trust fund. This element could be retained, 
not eliminated as some have suggested. 14 

It seems likely, however, that the fiscal soundness of Medicare can only be guaranteed as 
the baby boom population reaches retirement if the tax base of the program is improved. To be 
dynamically sound, payroll tax revenues will need to be supplemented with other sources of 
revenues that grow with the aging of the population, such as premiums paid by beneficiaries. 
The regressive shift in financing by a greater reliance on premium financing could be offset by 
subsidies for poor and near poor beneficiaries, or through income-related premiums. With 
merger of Part A and Part B, a single trust fund could be established to receive payroll tax, 
premiums, and general revenue contributions. 

One of the most fundamental long-term issues that must be considered is the extent to 
which costs of retired persons are borne by current workers. By the year 2030 under current 
projections, there will be two covered workers for every Social Security beneficiary. 15 The cost 
of Social Security and Medicare per worker could be staggering. The age of Social Security 
eligibility is gradually being increased to age 67; Medicare could do the same. The difficulty. 
however, is that those who are involuntarily retired because of limited job opportunities or health 
reasons can take Social Security at age 62, but at reduced actuarial rates. Medicare currently has 
no such option, and many early retirees become uninsured and are at great risk. 16 If Medicare 
retirement age were to be increased, consideration would need to be given to permitting early 

12They are currently part of the Medicaid program and likely to be at considerable risk if Medicaid becomes 
a block grant or even if states are given more discretion concerning coverage and eligibility. See Marilyn 
Moon, Medicare Now and in the Future (Washington, D.C.: Urban Institute Press, 1993). 

13 Karen Davis and Diane Rowland, Medicare Policy: New Directions for Health and long-Term Care 
(Baltimore, Md.: The Johns Hopkins University Press, 1986). 

14Marilyn Moon, "Taxation of Social Security Benefits," Hearing before the U.S. House of Representatives 
Conunittee on Ways and Means, January 19, 1995. 

15 1995 Annual Report of The Board of Trustees of the Federal Old Age and Survivors Insurance and 
Disability Insurance Trust Funds, April 3, 1995. 

16Karen Davis, "Uninsured Older Adults: The Need for a Medicare Buy-in Option," testimony before the 
U.S. House of Representatives, Conunittee on Ways and Means, Subconunittee on Health, June 12, 1990; and 
Marilyn Moon, "Expanding Medicare Coverage to the Near Elderly," testimony before the U.S. House of 
Representatives Conunittee on Ways and Means, Subconunittee on Health, March 19, 1991. 
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retirees to purchase Medicare on a subsidized basis. Expansion of job opportunities for older 
people, or opportunities to earn Medicare premium credits through voluntary service to their 
communities should be considered. 

CONCLUSION 

What should be preserved is the essential role that Medicare plays in guaranteeing access 
to health care services and protecting from the financial hardship that inadequate insurance can 
generate for our nation's most vulnerable elderly and disabled people. No American should 
become destitute because of uncovered medical bills nor be denied access to essential health care 
services. Medicare is a model of success. It should not be hastily jettisoned in an ill-conceived 
and short-sighted effort to obtain federal budgetary savings. lnstead a full array of options needs 
to be carefully analyzed, critiqued, and debated. We are pleased to be a part of this conference 
on the Future of Medicare that helps set this public debate in motion. 
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MEDICARE, ITS TRUST FUND, AND DEFICIT REDUCTION 

The following perspective is that of the 
a14thor and does not necessarily reflect 
tht views of the Urban Institute, its 
board, or its sponsors. 

Medicare has long been a 
tempting target for cutting 

the federal b'Ll.dget deficit because 
it is such a large and rapidly grow­
ing program. But recently another 
rationale for slowing the growth of 
the program has been raised in the 
guise of the pending financial cri­
sis in Medicare's Part A trust fu..nd. 
Part A pays for hospital. skilled 
nursing, and home health services, 
and. is ·financed by a dedicated 
payroll tax. A trust fund was 
established to ensure that these 
revenues were 'Ll.Sed to pay Part A 
benefits. 

Trust fund revenues are now 
<1bout equal to the f1md's pay­
ments; but revenues are growing 
at a considerably slower r&te tha.n. 
are the outflows. Certainly this 
imbalance signals an important 
problem. But it is disingen'Ll.ous to 
suggest that Medicare will soon be 

. bankrupt and unable to pay bene­
fib•. For e)(ample, no one argues 
that we cannot pay defense con­
tractors simply because we are 
running a federal deficit. 

"Saving" the trust fund can be ' 
done in a number of ways, and 
none of them requires spendi.rig 
reductions of the magnitude or 
speed being discussed for purpos-· 
es of deficit red'Ll.ction (i.e., 

. between $200 billion and $300 bil­
lion over seven years). A better 
~pproach would be to move cau­
tiously, but to recogni.ze the chal­
lenges facing Medicare as the baby 
boom ages. 

In the short run a number of 
options co'Ll.ld substantially slow 
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by Marilyn Moon 

the growth of Medicare. Limits on 
payments to hospitals and physi­
cians, and more careful manage­
ment of the use of services such as 
home health care and outpatient 
hospital services, can take us part 
of the way. Increased contribu­
tions by beneficiaries in terms of 
more cost sharing or higher 
income-related premium contdbu· 
tions also should be on the table. 

11 The Medicare program 
is too large and its 
benefits too important 
for reformers to move 
too rapidly." 

....................... , ...... 
Part A could be further prote<.1-

ed in the short run by shifting its 
home health component into Part 
B; which covers physician and 
other ambulatory services. That 
would reduce trust fund outflows 

· by more than $100 _billion In the 
next five years. And although it 
would shift part of the burden 
onto general revenues, beneficia- · 
ries would also bear about 30 per­
cent of the costs since this 
spending would be counted in set­
ting the Part B premium. 

In addition to ·these short-run 
changes, Medicare could begin to 
use managed. care, benefitting 
from some of the recent private 
sector innovations. Hut we should 
be wary of moving too rapidly in 
this direction. Managed care will 
not provide an instant magic bl.l.l­
let. Health maintenance org<lniz.a­
tions (HM:Os) and other types of 

managed care have more experi· 
ence dealing with younger, health­
ier populations that may not 
translate casilv into treatment of 
the aged and disabled. Policies 
such as limiting access to special­
ists may not work well with a po]>" 
ulation having multiple health· 
problems, for example. Also, some 
savings from these arrangements 
often come from seeking discount­
ed prices from service providers. 
But Medicare already has limited 
prices for many of its services. . 

Medicare's experience also sl.lg­
gests the need for consumer pro­
tections and oversight. Medicare 
HMOs often intentiom11ly attract 
low-risk patients whose · averag~ 
costs will be lower than Medicare's 
per capita payment to the HMO. 
The easiest ways for an HMO to 
limit costs of Medicare enrollees is 
still to carefully market to the right 
patients. This selection process 

· results in a perverse system in 
which Medicare now pays too 
much to its.l-{MOs. This is not an 
easy flaw to fuc, since there is great 
difficulty in determining a reason­
able per capita payment to make to 
HMOs - a. critical factor in assur­
ing that compP.tition among plans 
occurs fairly. 

If managed care and private 
competition· arc to be strategies to 
restrain future ·Medicare growth, 
we should proceed 'slowly to 
ensure that the system offers pro­
tections for beneficiaries, pro­
viders, and the government alike. 
The. Medicare program is too large 
and its benefits too important for 
reformers to move too rapidly. 

See Medics.re Now and in the Futu.re, by 
Marily" Moan, Urbnn Institute Prtss, April 
1993. For ordtring i11formalirm, see pagt 31. 
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Medicare•s 30th_ Anniversary 

o A Democratic Vision 
O An American Success 

On July 30, 1965, President Lyndon B. Johnson traveled to Independence, 
Missouri, and, in the presence of former President Harry Truman, signed 
Medicare into law. That simple ceremony marked the end of a long struggle 
for Democrats trying to enact the measure, and the beginning of a new era of 
health and economic security for America's seniors. 

President Franklin D. Roosevelt envisioned an America with financial security 
for Americans who retire after years of hard work and a health care safety net 
for all Americans. He was able to achieve part of that dre.am, when he signed 
Social Security into law in 1935. But the struggle for health care protections 
would last for decades. The historical record is clear: If it had been up to the 
Republican Party, Medicare never would have been enacted. 

President Harry Truman offered several proposals to Congress. President 
John F. Kennedy made health care for seniors an issue in his 1960 campaign 
and saw his plan defeated in the Congress. Only after Democrats called the 
1964 election a "mandate" for Medicare, and Democrats triumphed at the 
polls, did the Democratic vision of Medicare become a reality. Even then, 
the majority of Congressional Republicans voted against it. 

Today, Medicare provides health care security for more than 36 million 
Americans. It is the only way most seniors could ever acquire adequate health 
care in today's health care market. Medicare helps seniors both obtain the 
health care they need and remain financially secure and independent. 

Medicare is an efficient program. Administrative costs are only two percent of 
its budget-a fraction of the administrative costs of private health care plans. 
It is a responsible program: Beneficiaries contribute to the medical expenses 
through premiums, co-payments, and deductibles. 
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A Democratic Vision from the Start 

In his message to Congress on January 17, 1935, urging passage of Social 
Security, President Franklin Roosevelt explained that the goal of the program 
was to provide for: 

''the security of the men, women, and children of the Nation 
against certain hazards and vicissitudes of life." 

An in:iportant part of that security, President Roosevelt explained, was health 
care. Social Security would ~ecome law and provide what President Roosevelt 
called "some measure of protection ... against poverty-ridden old age."2 

But a national health care plan in any form was repeatedly met with intense, 
well-financed opposition. 

In Congress, Democratic Senators Robert Wagner (NY) and James Murray 
(MT) and Representative John Dingell (Ml) introduced several national health 
care proposals. No action was taken on any of them. 

With the administration of President Harry Truman, the idea of national health 
care gained strength and momentum. Shortly after taking office, President 
Truman proposed a comprehensive, prepaid medical insurance plan for 
persons of all ages. In his Special Message to Congress Recommending a 
Comprehensive Health Program (November 19, 1945), Truman declared: 

"Millions of our citizens do not now have a full measure of 
opportunity to achieve and enjoy good health. Millions do not 
now have protection or security against the economic effects of 
sickness. The time has arrived for action to help them attain that 
opportunity and that protection." 

Congressional Republicans opposed this effort by raising the· specter of 
government controlled medicine-in a word, socialism. 

Senator Robert Taft (OH), the leading Republican spokesperson in Congress 
at the time, called it: 

''the most socialistic measure that this Congress has ever had 
before it." 3 · 
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Republican opposition again appeared in full force. This time, Senate 
Republican Leader Senator Robert Taft (OH) exclaimed: 

''This is not insurance. It is a plan forgovemment administration 
of all medical services .... Regardless of form, first a socialization 
of medicine, and second, a transfer of all control over health 
activities from the States and local government to a Washington 
Bureau." 8 

Again, no action was taken.9 

Democrats Focus on Seniors 

In the face of staunch and well-financed Republican opposition to providing 
health care security for all Americans, Democrats decided to focus their 
efforts on America's elderly. 10 

According to the Truman Health Commission, the elderly were poorer and 
less insured than the general population. For one thing, health insurance firms 
would not insure such high-risk groups without ·exorbitantly high premium 
payments. 11 With their low income levels, America's aged often could not 
afford health insurance. As proponents of Medicare pointed out, "the cost of 
medical care is beyond the reach of many older citizens."12 Sometimes the 
elderly found themselves uninsurable regardless of cost-largely because of 
their age or medical condition. 

Congressional efforts. In 1957, Democratic Representative Amie Forand 
(RI) proposed a Social Security approach to health care forthe elderly, the first 
"Medicare"-type proposal. Several versions of this proposal were offered in 
Congress, but all of them met similar fates-committee hearings were held, 
but no action taken. 

In 1960, the "medicare" concept gained an important supporter. Democratic 
Senator John F. Kennedy (MA) sponsored a version of the Forand bill, 
pointing out: 

"Unfortunately, voluntary health insurance has not and cannot 
do the job .... The very competition between insurance companies 
tends to either exclude older people or limit their protection. If 
benefits are restricted, the very purpose of the insurance is 
defeated." 13 
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retirement, death, or unemployment .... But there remains a 
significant gap that denies to aU-but those with the highest 
incomes a full measure of security-the high cost of ill health in 
old age." 

A few days later, President Kennedy's Medicare plan was introduced in both 
Houses of the Congress. The Hospital Insurance Benefits Act of 1961 
(King-Anderson bill), was introduced in the Senate by Democratic Senator 
Clinton Anderson (NM) and in the House by Democratic Representative Cecil 
King (CA). 19 

Hearings were held, but there was no further action. 

President Ke~nedy Persists 

In the second year of his Administration, President Kennedy renewed his 
push for Medicare. The Kennedy administration promised a "great fight 
across this land" to secure the enactment of Medicare.20 

On May 20, 1962, at a Sunday afternoon rally in Madison Square Garden in 
New York City sponsored by the National Council of Senior Citizens, 
President Kennedy launched a new campaign for what became his "Medicare" 
health care program. The speech was carried via closed circuit television to 
similar rallies in 32 major cities at which cabinet members and other public 
officials spoke to mass gatherings in support of the needed health benefits.21 

Republicans again raised the specter of socialized medicine. Republican 
Senator Carl Curtis (NE) exclaimed: 

'The enactment of the Kennedy proposal means government 
medicine." 22 

This time Medicare came to a vote in the Senate when Democratic Senator 
Clinton Anderson tried to add it to a Social Security measure. In a dramatic, 
down-to-the-wire roll call vote on July 17, 1962, however, the measure lost by 
two votes. Once again, Republicans were united in their opposition-
86 percent of Republican Senators voted against it. 
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Congressional Republicans seemed to come up with every possible excuse 
to oppose and vote against health care for America's elderly. 

They called it socialism. 

O Republican Senator Gordon Allott (CO) called ·it a 4oot in the 
door'' for socialized medicine.28 

They said it would destroy the best health care system in the world. 

O Republican Senator James Pearson (KS): "American 
medicine has achieved an unprecedented level of 
development through its own efforts .... It would appear foolish 
to endanger this high level of initiative and performance by 
imposing the heavy blanket of government supervision. A 
Federal health program, financed under Social Security, 
would represent such a danger."29 

They said it would not work. 

0 Republican Senator Carl Curtis: ''This amendment would be a 
great disappointment to older people."30 

O Republican Senator James B. Pearson: "[l]t would achieve little 
for those who need it, while subjecting the very fabric of 
American life to the strain of severe and unnecessary 
sacrifices."31 

They said it was too bureaucratic. 

0 Republican Senator Roman Hruska charged: "With Federal 
funds come Federal control. In the area of medical care, 
Federal interference presents frightening prospects."32 

They said it would wreck the Social Security System. 

O Republican Senator Jack Miller (IA): "I believe that most 
people do not wish to have the social security program 
threatened by any unsound financial tinkering such as this 
amendment represents."33 
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In the 1964 election, Democrats picked up 37 seats in the House along with 
two in the Senate. As a result: 

O in the House of Representatives, Democrats outnumbered 
Republicans 295-140; and, 

0 in the Senate, Democrats outnumbered Republicans 68-32. 

The Democratic Victory 

The "sweeping Democratic victories," according to CO Almanac, "made 
passage [of Medicare] almost a foregone conclusion."42 

President Johnson went before Congress to proclaim: 

''the specter of catastrophic hospital bills can {now] be lifted 
from the lives of our older citizens." 43 

The first bill introduced in each House of the 89th Congress was the King­
Anderson bill to establish "Medicare" as a permanent part of the social 
security program.44 

In introducing the measure, Democratic Rep. Cecil King (CA) said: · 

'The results of the November election should leave no doubt in 
anyone's mind over how the American voters feel about these 
measures .... We can no longer permit hospital costs-or the 
fear .of hospital costs-to deprive our elderly citizens of the 
security and peace of mind that should be their due after a 
lifetime of work. 

"We will be able to take great pride in having had a hand in 
bringing financial security and peace of mind to millions of older 
Americans." 45 
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Once again, they said it would destroy the best health care system in the 
world. 

0 Republican Representative Utt: "Let us not go on the assumption 
here that we are not destroying the quality and the quantity of 
medicine and that we are not socializing medicine, because· 

·that is exactly what we are doing."50 

And they said it was a threat to Social Security. 

0 Republican Representative Bob Dole (KS): "[T]he real opposition 
to the bill stems from the fact hospitalization benefits are to be 
financed by a compulsory payroll tax .... [A]dequate medical 
protection should be made available to the aged but it should be 
voluntary and should reflect the ability to pay ... Thisone provision 
poses an enormous threat to the cash benefit programs under 
the social security programs."51 

In a last-ditch attempt to defeat Medicare, Republicans came up with 
an "alternative" plan-a voluntary system in which the elderly would pay their. 
own premiums. The majority of Congressional Republicans supported this 
plan-but Democrats prevailed and brought Medicare to a vote. 

Representative Dole and a majority of Congressional Republicans again 
voted against Medicare. 

Congress finally passed (Senate, 70-24; House, 307-116) the Medicare bill 
which President Johnson promptly signed into law on July 30, 1965. President 
Johnson traveled to Independence, Missouri, to sign Medicare into law, so 
that former President Harry Truman could participate in this ceremony, and 
to underscore Democrats' long-standing commitment to our Nation's seniors. 
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Medicare-An American Success 

"From the beginning," reports the Urban Institute, "[Medicare has] proved 
remarkably successful" as it has contributed to the well-being of America's 
oldest and most disabled citizens. 

Medicare has achieved its goal of providing increased access to health care 
among the Nation's elderly. 

0 By 1970, nearly all the Nation's elderly were enrolled in the 
Medicare program. 

0 Today, more than 36 million Americans are protected by 
Medicare. 

Medicare has improved the quality of life among the America's elderly.· 

O Medicare has dropped the poverty rate among America's 
elderly by 13.4 percent.52 

M~dicare is an efficient health program. 

0 Medicare's administrative costs average two percent of program 
outlays, compared with 25 percent in small group market plans 
and 5.5 in large group plans.53 

Medicare benefits all Americans regardless of income status. 

0 Eighty-three percent of Medicare outlays go to beneficiaries 
with incomes of $25,000 or less.54 

O Only three percent goes to elderly individuals or couples with 
incomes in excess of $50,000.55 
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Medicare has become so successful that Senator Dole, who voted 
against enactment of Medicare, now pJaises it: 

"Much of our significant gains and life expectancy, 
improvement in the quality of life, and decreases in infant 
mortality can be directly attributed to the passage of the 
Social Security Amendments of 1965. The Medicare and 
Medicaid programs have played a central role in improving 
both access to and quality of health care services for the 
country's elderly, poor, and disabled. Equally significant, 
it may be argued that Medicare and Medicaid have provided 
a foundation for the phenomenal growth and the 
dissemination of new medical technologies that now 
contribute to the well-being of all the people of all nations. '61 

But today, Medicare is once again under Republican attack. House 
Majority Leader Richard Armey says he "deeply resents the fact that 
when I am 65, I must enroll in Medicare." He calls it part of government 
that ''teaches dependence," and says it is a program I would have no part 
of in a free world."62 

Once again, Republicans are proposing voluntary systems, such as 
medical savings accounts, or plans which would require seniors to shop 
for their own coverage or pay much higher premiums.63 Republicans 
would use the savings to pay for tax breaks for the wealthy. 

These proposals always have been and still are unacceptable to 
Democrats. Senate Democratic Leader Tom Daschle has declared: 

"In three decades, Medicare has come to symbolize this 
Nation's commitment to the health and financial security of 
our elderly citizens and their families. It is the fulfillment of 
the dreams as well as the efforts of Presidents Truman, 
Kennedy and Johnson and hundreds of Congressional 
Democrats. On this, the 30th anniversary of Medicare, it 
is important to recall the long and difficult struggle to enact 
this much-needed program and applaud its success and 
recommit ourselves to keeping the program strong and 
viable." 64 
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