
UNI TEO ST ATES 
HOUSE OF REPRESENTATIVES 

GREGORY A . HOWARD 
DIRECTOR OF COMMUNICATIONS 

CONGRESSMAN ELIOT L. ENGEL 14H LONGWORTH BUILDING 
17TH DISTRICT, NEW YORK WASHINGTON, DC 20SIS 

(202) 225,2464 

IIIII II Ill II Ill II Ill II Ill !1 11111111 11111 
4 6- - 7 4 - - 22 

PROPERTY OF 

MONTE.Fl.ORE MEDICAL ~ENTER 
MOSES DIVJSMO!I'..\ 

NEW YORK I CMG/ 

THIS RECORD MU';r BE 
TIMES FOR PATIF-N: \...: \ 

U AT ALL 

DO NOT RFMOV!' fl II • ' HOM THE 

HOSPITAL PREM IS[~}. I . 

THIS RECORD MUST BL IH· I Uh ,J. 0 ro THE(, 
. ' 

MEDICAL RECORD DEPARTMEN r WITHIN·4'8 :::-, 

HOURS. ' ~ 

PREPARE TRANSFER SLIP WHEN RECORD IS 

TRANSFERRED ELSEWHERE. 

-CONFIDENTIAL MEDICAL INFORMATION 

' I\) 

PHOTOCOPY 
PRESERVATION 



I ,_,il 

. .. .., 
.. 
•, 

--.; . 1e.;13195 1,, ee 
al / J2/1999 8!: B! 7194235853 

7194~ 
~ 00 IAVSII:£ 

aay•14a .. ni.ol' cant.er 
231•15 lloi-aoe HaNin; Bxpraaaway 
laye1de, M.Y. 113,, 
(711) 211-11•4 

PAGi 02 

The layaid• 8-io~ C.n~er provide• •••1•tanee to ind1Vtdual• tre ou .. n• Co\lllty over the age ot ,o. service• incl\lde care 
•••i•tance, oonvreq•t• lunch .. , ■hort tu. couruaelinq by aocial 
workers, intonation ~•ferral •••L•t•~oe and aduoation and 
racreatio11a1 aativitiea aucsb •• 1eetur-••, 4anain9 and pool. 
tu1 ... 

Tb• center •lac provide• •••i•tance with p~09rau such aa th• 
Hou In~ Aaaiat.nae Pi-09ra• (HEAP), aeai Pro~rty Tax 
Reduction (1/2 taM), aupplGental s•ourity lnccm• (Sit), 1lent 
Incra•• D•Ption (ICRII), ••at1on ll;ht Kouain9 and Pood 
staap1. 

In addition, Neal■ on Wh••l• and Tranaporution are auppli•d to 
aezotain arau of OU••na. 

•Medioar• isau•• to b• disc\l•aad by Rep. Gary A=k•i-aan at t.bi1 
looation include: 

-Th• repulican .ajori~y outtint more than $450 billion in 
••dicare and aedic•d•th• largest cuta in th• bi•tory of the 
p~o,r--ln order to finance• tax o~t ~at 4ou noth1nt tor th• 
fo~tt• aiddle cl•••• 
-aen1or• will pay aoi-• for h••l~ car• and tore• aany to give up 
th•ir cloctora. 

-cuta will t\al'tbu 11q1,1•••• state bl.ld9•t• reaulting in po••ible 
job lo•- and higbu tax••· 

-specific attacta O\lt• will have on ••nior• in New York It•~• 

-R•~licana only h•ld on• day of hearin9•• 

Th• hours of th• aayai4• lenior center are aaa-4pm, Konday­
Priday. services ar• eponaored l1y Builder■ tor the reily and 
You~ (an attiliat. of catholic chariti•• Dioc••• ot Brooklyn) 
and funded by th• New York City Departunt for th• Aginq. 
Servioee an adllini•t•r•d by the Mew Yorl State ottioe for th• 
•~int-



Mount 
Sinai 

The Mollllt Si.uai Medial Ct.-n ll.l" 

Th• Mowu Smi H~it&I 
MUU11t Sinai School ot Medici~ 

TBE MOUNT SINAI MEDICAL CENTER 

o~ UU&t:Vf' I~ 14~ Place 
N.,."111 Yock ?-tY 1~~14 

The Mount •Sinaj Medical Cente.r in New York City oncompa.sses one of the country's oldest and 
largest volUJ\lUY hospitals and one of the n&tion's outstanding medical schools. 

Since Mount Sinai,s establishment, in 1852~ its physidans have gained international recognition 
for some oflthe most important medical adV211ces of the past century. including the development 
of the first safe method of blood transfusion and the first portable machine for kidney dialysis. i 

Many illnesses and procedures bear the names of the Mount Sinai physicians who first identified 1 

them, including Crohn,s_ Buerger's and Tay Sachs disease, the Schick test for diphtheria, and the 
Master cardiac suess test 

THE MOUNT SINAI HOSPITAL 

Today, Mount Sinai i• a 1,172 bed, tertiary-care tea.china hospital louted on New York Citfs 
Upper East Side. Mount Sinai employs over 10,000 individual.t, including 1,171 physicians, 879 
residents and clinical fellows in training and 1,SSO registered nurses. Each yw nearly 44,000 
people are treated at Mount Sinai on an inpaiient basis. while its clinic and emergency room 
receive appt~ximate}y outpatient visits annually. 

The Hospital is a regional center for bra.in-injury rehabilitation, hemophilia, A.IDs, neonatal special 
c:are services, and pediatric respiratory disease. It ii also home to the nation,s first hospital 
division of environmental and occupational medicine and the world,s only center for the diagnosis. 
and care of icwish genetic di~. Mount Sinai's obstetrics. gynecology and reproductive 
medicine $eJ'vices include the treatment of infertility and menopause, the fim ovum donation 
program in New York Ciiy, and the care othigh risk infants. 

The Hospital has well-known services for the care of juvenile diabetes, inflammatory bowel 
diseas~ and!other autoimmune diseases, Mount Sinai also is recognized for its care of large 
patient populations with Parkinson's diseue and with relatively rare disease$ including myuth~ 
iravi,, amyotrophic literal sclerosis (Lou Gehrig's Disease) and sarcoidosis. 

In 1967, one of the first kidney transplantation pro&ram5 in New York. State was established at 
Mount Sinai. and in 1988, the first liver transplant in the SUJe was performed here. Today, 
Mount Sinai provides a full.range of transplantation services including heart, lung. liver, kidney, 
bone marrow and heart/lung transplants. Mount Sinai's Children's Heart Center performs 
pedianic heart transplants and complex, life-saving cardiac surge,y on infants and children. 
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Mount 
Sinai 

The Mou111 Sin..i Mtdk11 C.ntec 

1°N' MOWll Sinai Ho,irital 
Mount SiDAi Sc.hoot a.f ~,.. 

MOUNT SINAI SCHOOL OF MEDICINE 

Oao ("n1a1.aV,~ r. r~ Pu.ce 
NI.~ Yoit. NY 1~'4 

The Mount; Sinai Sch;ooi of Medicine of the City University of New York was established in 1963 
and admitted iu first students in 1968. Today the School enrolls nearly 700 MD and PHD 
students each year taught by a full and part-time w:uJty ofJ,614. The School was the nl'$t in the 
rwion to e~lish a Jl)epartment of Geriatrics and Adult Development in 1982 and recently 
establwied /I'he Morchand Ca\ter, one of this country's first centers for clinical competence 
aimed at in1>roving dpctor/patient relationships. 

AJ an active center for research of international significance. Mount Sinai School of'Medicine is 
engaged in more than 650 ongoing projects in fields ranging from microbiology and genetic 
engineaing to the prevention and treatment of cancer and cardiovascular disease. Mount Sinai 
School of Medicine is a national center for research in Alzheimer's disease, schizophre~ 
alcoholimi, 'and environmental and oecupauonal hazards and disease. 

TBE MOUNT SINAI HEALTH SYSTEM 

The Mount.Smai Health System is a regional network encompassing twenty-one hospitals, eleven 
Jong-term care fac:ilitie,, and associated medical staffs and practices throughout the Metropolitan 
Arca. 

@.~ 



The Mount~ M1.-dic~ 1.tmer ., .. ,. .,._, .. _ - ·, . .• 
Nt• York. NY 10029-6674 

The M~ot H ital Mount 
Sinai 

MO!fflt Si.iw School at ~ciD& 

TBE MOUNT SINAI MEDICAL CENTER 
FAcrSBEET 

THE MOUNT SINAI HOSPITAL 

FOUNDEI>. 
BEDS: 
ATTENDII.fG PHYSICIANS: 
RESIDENTS: 
FELLOWS~ 
NURSES ~•S): 
INPATIENT DAYS (EXCLUDING NEW BORNS/TOTAL): 
ADMISSIQ,NS (EXCLUDING NEW BORNS/rOTAL): 
DISCHAJlGES (EXCLUDING NEW BORNS/J'OT AL): 
NEWBOR}f DELIVElUES (LIVE Bm.THS) 
OUTPATIENT VISITS: 
EMERGENCY R.00~ VISITS: 

1852 
1, l 71 
1,710 
664 
21S 

1,786 
360,2771372,905 

38,868/44,210 
39,340/44, 198 

S,342 
284,796 

80,750 

MOUNT SINAI SCHOOL OF MEDICINE 

CHAlln:RED: 
STUDENTS: 

MD' 
MD(PHD 
PHD 

% OFPA'PIENTDAYS: 
25% MEDICAID 
35¾ MEDICARE 

~ @ ........... ---

1963 

518 
49 

123 



COBBLE HILL NURSING HOME 

Cobble Hill Nursing Home is a not-for-profit 520 bed long tenn residential health care facility, 
located on Henry Street in the Cobble HilJ section of Brooklyn. It is one of New York Citys 
largest, voluntary residential health facilities. 

Cobble Hill Nursing Home is dedicated to serving the community as well as providing 
comprehensive quality care to all residents. Our Comprehensive Nursing, Sub-Acute Care, 
Rehabilitation Programs and Hospice Care, are tailored to the individual needs of our residents, 
and provide services which include: 

• 24 Hour Nursing Care 
• Physical, Occupatio"al and Recreational Therapy 
• Psychiatric, psychological, and social services 

Our Specialized A/1,heimer's Res011rce Center has received national recognition for its 
multi-faceted programs . The Center integrates a unique residential setting with a wide variety of 
day and evening programs that are sensitive to the changing needs, interests, and abilities of 
people with dementia. Services include: 

• Structured social and recreational activities geared to differing levels of functional abilities 
• Late stage Alzheimer's Unit and Hospice Care 
• Safe Areas for Wandering and a secure, home-like environment 
• Comprehensive medical, nursing and rehabilitative services 
• Psychological and social services for support and counseling 
• Educational seminars and special events for family members and the community 

We are currently renovating the facility to accommodate the new Jacquelyn Hernandez Adult 
Day Health Center , which is scheduJ(;d to open its doors in January 1996. The Center will 
operate Monday through Friday, and will provide compassionate, professional care for the frail 
elderly, Alzhejmer's patients, and physically challenged adults, Services will include: 

• Comprehensive Medical Care at 15 on-site Specialty Clinics 
• Nursing, Comprehensive Physical, Occupational, and Speech Therapy 
• Individual and Group Socialization; Recreational, and Cultural Activities 
• Nutritious meals, and Dietary Counseling Supervised by Registered Ojetitians 
• Family Support and Counseling 

Our w:ide range of services, coupled with the quality of care that we provide, have made us a 
valuable asset to the community. Our goal is to continue to provide high quality care for the 
elderly. However, if Congress makes drastic changes in Medicare and Medicaid funding to 
Nursing Homes such as ours, we will be forced to cut programs and services. Since ninety 
percent of our elderly rely on Med.ic~id dollars to provide for their care, the consequences for 
them will be detrimental. Current estimates of a Medicaid reduction of $4 million will force us to 
lose 78 staff members. This must inevitably result in compromised quality of care. 



Patient Profile 
Patient Name: Medicare 

Attending Physicians: Congressional Democrats 

Chief Complaint: The patient has suffered severe life-threatening trauma, 
sustain_ing numerous lacerations that go through the fat into 
the mu-scle and bone. 

Mechanism of Injury: The patient was the victim of vicious assault in the United 
States House of Representatives. 

Preliminary Assessment 

The patient was bound, gagged and robbed of $270 billion 
by Republican assailants intent on funding a tax cut for the 
wealthiest of Americans. 

of Patient's Condition: The patient is on life support systems. 

Prognosis and 

The patient has sustained significant long-term damage 
which could lead to increased morbidity and mortality 
among beneficiaries. 

The patient has been robbed of $270 billion. Prior to the 
assault, the patient required minor corrective su rgery to 
maintain its strength . The patient now needs major 
rehabilitative treatment to assure the health and safety of 
millions of beneficiaries. 

The patient suffers from a severe case of Chronic 
Republican Support Deficiency Syndrome. 

Prescribed Treatment: Required treatment includes restoration of funding that the 
Republicans have cut to fund their tax cut. 

Doctor's Notes: 

The patient faces future complications as more than 1/4 of 
the slashed $270 billion in cuts are unspecified and will be 
determined in the future. 

fl{edave i.t,/ a ,&tcpam J ~ kue /W ,Md q/vz, a,£~ 
tu(»'& 

7?tMMe L~itp 2~ ~id ~m~ /!Jll=m 



Clinton Presidential Records 
Digital Records Marker 

This is not a presidential record. This is used as an administrative 
marker by the William J. Clinton Presidential Library Staff. 

This marker identifies the place of a tabbed divider. Given our 
digitization capabilities, we are sometimes unable to adequately 

scan such dividers. The title from the original document is 
indicated below. 

Divider Title: History of Present Illness 



History of Present Illness 
The patient was born in 1965. Prior to patient's birth, 30% of seniors lived in 
poverty. After its birth, that number decreased to 12%. Death due to stroke and 
heart disease has declined. Today, because of Medicare, seniors are living longer 
and with greater dignity. 

Lab Report: 

Medicare Means Access to Health Care Service 
In 1959, only 46% of seniors had health coverage. Today, 99% of seniors have 
health coverage. 

SENIORS WITH HEALTH COVERAGE 

······ ·· ············· ···99% ....... . 
100 

1995 
80 

60 46% 
40 1'959 
20 

0 ~..!::::::===~-!::::::::=======~ 
BEFORE MEDICARE AFTER MEDICARE 

Source: ca . 4128/61, Social Securi1y AdminiS1ration 
Prepared by the House Democratic Caucus and House Democratic Policy Committee, 7/95 

Doctor's Notes: 
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History of Present Illness 

Lab Report: 

Since Medicare, America's Seniors 
are Living Longer and Healthier Lives 

Medicare has increased access to service for America's most vu lnerable 
population: the elderly. Since its inception, Medicare has dramatically increased 
the lenghth and quality of senior citizens' lives. 

SINCE MEDICARE... AMERICA'S SENIORS ARE LIVING 
LONGER AND HEALTHIER LIVES 

· · · · · · · · ·19-years · · · · · · · · · · · · · · · · · · · · · · · · 
85 

16vearsiall 16 

80 

75 

70 

65 

Women Men 
Source: Department of Health and Human Services 

Doctor's Notes: 

'!LF~an,t"«f µa tkt tke .P@dW awt:41 le /ad,k ~ 
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ANALYSIS OF PROPOSED MEDICAID AND MEDICARE FEDERAL BUDGET PROPOSALS ON 

HOSPITALS, NURSING HOMES, HOME HEAL TH AGENCIES, OTHER PROVIDERS & BENEFICIARIES 

New York State 

Revision 10-f.95 
1-,,o,a/H Hou# Rev,JioM, 11H TO 2002 (LOSSES IN SMIWONS) 

La/Ht CBO EsfmalH for Housa and S-.. and 

Rav,Hd Esfma/H of Outpafent Provisions 

MEDICAID (FEDERAL FUNDS) 
HOSPITAL 
NURSING HOME 
HOME HEALTH 
OTHER PROVIDERS AND BENEFICIARIES 

TOTAL MEDICAID 

HOUH 

$1,421 
1,414 
1,143 

1t24' 

$27,300 

:·, -~1' ,,.1-.;~ t'~t·~:.c.:r. ~,'I!;::.~~ 

MEDICARE 

HOSPITALS 
• SPECIFIC PROVISIONS 

• BUDGET CAP / LOOK-BACK 

OTHER PROVIDERS 
• SPECIFIC PROVISIONS 
• BUDGET CAP / LOOK-BACK 

TOTAL PROVIDER IMPACTS 

IMPACT ON BENEFICIARIES 

TOTAL IMPACT ON PROVIDERS & BENEFICIARIES 

ADDmONAL IMPACT FROM 
RESTRUCTURING MEDICARE 

PROJECTED NEW YORK STATE JOB LOSS IN 2002: 

MEDICAID NOTES: 

House 

$10,530 
1,1_1'1 to 

4,241 
H1 to 

17,243 to 

3,172 

$21,115 to 

$2,456 

Senate 

$1,715 
! ,_240 

114 
t ,311 

$24,200 

,_;;I,;.'¥..~ 

Senate 

$10,117 
4,311 1,117 to 4,311 

4,279 
2,270 H 1 to 2,270 

21,355 16,913 to 21 ,026 

5,143 

$25,227 $22,057 to $26,170 

$3,800 

256,600 

Th• pr0Ylcler apecfflc: Imped la enmai.ci by allocating lie alalewide IOU lo NCfl provider MC10r baed on II'• 111 .. ol fedenl Medicaid llnda. Und« tM Senale propoaal. 

lhe diapl'Ol>Ol1lonale ..,_ end lie non-GI~-. fund• .. .,_~-The~ ah-. redudiona la alloc-.s IO-~ and -

mental faoliffa baNd on lta proponjonal 11111n of dleproportion■- .,.. paymanll. The IIOIMli~ .,.. Medicaid redudion la allocated IO MCtl ptCMdar 

- buad on Ila lh.,. ol fedetal medicaid lunda 

MEDICARE NOTES: 
Th• ...iy.,a ot the Hou .. -,d Senate propoaela lndude1 edmaln ol tM ~ on h0apilal1, IIUl'ling hOmea, home hMltl agenc:iea, phyalc:iana, durable medlcal equipment 

and dlricel laboratory MMC:el.The analy9il alto lndudel lie Imped on beMftcl■nH relUIClng from cnangea In part B premiums. lncrMM In deduc:llblel and,.,..,. teatlllg. 

The budget cap loOl<-badl la baNd on • 7ye.-$3010 $80 bilion ,-v ~and aloc:.-cl 1o N9w Ycwlt S-. .,_ a 111-. dpRNlderp~. Thia anatya,a-• 
not include: ( 1) the impac:t of lower payments to provlderw ,.lllltlng from i-ulllizadon and ~ rain auocialed wi1h migration of beMfic:ianee IO Medicare 

m■Mged ewe. (2) the iffll)■CI ol wry ctl■ngea In the formulellon ol lie .v.PCC. lnduding lie Sen■- proposal IO can,e OUI GME and diapropot1i-~ coete. and (3) ""Y 

acldi1ional p■ymentl teaching IIOep,1811 might - from lie HouM proposal lo Htabliall 8 ,_ 11\1.C fund for medical education 

JOB LOSSES: 

Job IOa•a .,.. eatimaled b- on the ioC) mul1,pllet d...ioped by lie U.S. ~ d Comrnen:ie .. A 1-...de job mulliptier 1s uMd for all disn::11. The jol> 10H ..­

.,. for fedn ftlG■I year (FFY) 2002. The ioC) IOH .. -·· .,.. beMd on the - ~ impact of Medicare and Medicaid pnMalonl . wi1h • ~ loOl<-oack Impact ol S30 

billionn~• -

1019195 HH llhcare Aaaocaa~on of N- Y0f1< Slate 



PROVISIONS INCLUDED IN PROVIDER IMPACT ESTIMATES 
Note: The provisions listed below are as of October 9, 1995. Changes are in bold type. The House and Senate are in the process of making 

amendments and these provisions, and the associated impacts on hospitals, nursing homes, and home health agencin may change 

Block Grants 

Spending Base 

Growth Rate 

Disproportionate Share Payment 
(DSH) 

Accountability Standards 

'aintenance of Effort 

HOSPITALS 

PPS Update Reductions 

PPS Disproportionate Share 

PPS Indirect Medical Education 

1019/95 

I HOUSE SENATE 

MEDICAID 

Replaces current Medicaid program with a block 
grant to each state. Repeals all current eligibility 
requirements with some spending protection for 
targeted low-income families, low-income elderly, 
and low-income disabled persons. 

Federal fiscal year (FFY) 1994 total federal 
Medicaid payments by state. 

Nationally: 1994 to 1996: 14.8% 
1996 to 1997: 6.8% 
1997 to 2002: 4.0% each year 

Beginning in FFY 1997, payment to each state 
(which will have a maximum and a minimum) will 
be determined based on poverty population, case 
mix index, input cost index, national average 
spending per resident in poverty, According to 
this provision New York will only receive the 
minimum increase of 2 percent per year. 

OSH is included in the base and its growth is 
limited to overall growth as stated above. 

Repeal of almost all accountability standards. In 
addition, the Boren amendment is repealed. 

The state must match federal funds using the 
lower of the state share calculated based on the 
current FMAP or the proposed new FMAP. This 
will decrease New York State's matching funds 
contribution from 50% to 40%. 

Replaces current Medicaid program with a blocK 
grant to each state. Repeals most eligibility 
requirements with some spending protection for 
targeted low-inc:cme families, low-income eldeny, 
low-income disabled persons, and limited protec::::1 
to low-income children and pregnant women. 

Greater of the amount of Federal funds receiveo ;n 
FFY 199-4 or 1995. The OSH payment exceedir,g S 
percent of total program spending will be exc!udeo 
from the spending base. 

Nationally: 1995 to 1996: 7.25% 
1996 to 1997: 6.75% 
1997 to 2002: 4.424% each yl!4r 

Beginning in FFY 1997, payment to each state 
(which will have a maximum and a minimum) will 
be determined based on poverty population, case 
mix index, input cost index, national average 
spending per resident in poverty. According to 
this provision New York will only receive the 
minimum increase of 2 percent per year. 

OSH is included in the base (at a maximum of 
9 percent of total program spending) and its growth 
is Umited to the overall growth as stated above. 
Each state must Include in its state plan a 
description of how it wil address the special neeos 
of qualifying OSH hospitals. 

Repeal of almost all accountability standards. In 
addition, the Boren amendment is repealed. 

State must match the federal Medicaid funds. 
State's matching requirement may be lowered to 
40% from the current 50%. 

MEDICARE 

Marketbasket minus 2.5 for 1996, marketbasket 
minus 2.0 for 1997 • 2002; sole community hospitals: 
marketbasket minus 1 f or 1996 • 2000. 

17'1. reduction In OSH pay ments for FY1996 
15'/, In FY1997, 20'/, In FY 1998-19~9, 
25'/, In FY2000, and 30'/, In FY2001 and beyond 

Reduce factor to 6.0'/, f or FY 1996 thru FY 
2000, and to 5.6'/, f or FY 2001 and beyond 

Page 1 

Marketbasket minus 2.5 for 1996 • 2002. 

5% reduction each year to 25% in 2000 and 
thereafter. 

Reduce factor to 6.7% in 1996, 5.6% in 1997. and 
4.5% in 1998 and thereafter. 

Healthcare Association of New York State 



PROVISIONS INCLUDED IN PROVIDER IMPACT ESTIMATES 
Note: The provisions listed below are as of October 9, 1995. Changes are in bold type. The House and Senate are in the process of making 

amendments and these provisions, and the associated impacts on hospitals, nursing homes, ar.d home health agencies may change. 

HOSPITALS continued 

Direct Medical Education 

PPS Hospital Capital 

PPS Exempt Hospitals 

Bad Debt 

Outpatient 

Budget Cap / Lookback 

1 HOUSE l SENATE 

MEDICARE continued 

Phase out payments for non-citizen residents 
over 4 years • 25% per year beginning in 1996. 

Exclusion of residents past their initial residency 
period. 

Limit payments to 85% of allowed costs. 

Extension of marketbasket minus 1 %. 

Reduce payments for bad debt to 75% in 1996, 
60% in 1997, and 50% in 1998 and thereafter. 

Correct formul~ driven overpayment 

Extend 10% capital reduction. 

Extend 5.8% reasonable cost reduction. 

Establish targets for total mandatory Medicare 
outlays. If spending exceeds targets, reductions 
are made in subsequent year. Reductions are 
applied proportionately among all providers of the 
Medicare program. For purposes of this analysis, 
the lookback was estimated at $30 to $80 billion 
over the 7-year _period. 

No reductions. 

Limit payments to 85% of allowed costs and 
reduce federal and hospital-specific rates 

Marketbasket minus 2.5 for 1996 • 2002. 

Limit capital payments to 85% of allowed costs. 

No reductions. 

Correct formula driven overpayment 

Increase capital reduction from 10% to 15% 1996 to 
2002. 

Extend 5.8% reasonable cost reduction. 

Establish targets for total mandatory Medicare 
outlays. If spending exceeds targets, reductions 
are made in subsequent year. Reductions are 
applied proportionately among all providers of the 
Medicare program. For purposes of this analysis, 
the lookback was estimated at $30 to $80 billion 
over the 7-y_ear period. 

NURSING HOMES (Faclllty-speclftc estimates not Included because of Insufficient data to do projections.) 

- ost Limits ; Extend OBRA 1993 cost limits through - Extend OBRA 1993 cost limit through 1996: Develop 

Update Reductions 

Capital 

Part B 

2002:lnclude certain "routine ancillary" items and new routine cost limits: Payments for non-routine 
services in room rate; Payments for non-routine services based on lower of blended or facility 
services based on lower of blended or facility specific amount. 
specific amount. 

No reductions. 

Nursing Home capital costs reduced by 15%. 

Reduce cost portion of Part B bllllngs by 5.8o/o 
1996 • 2002. 

Update factor for SNF amounts equal to market­
basket minus 2.5 percent for 1997 • 2002. 

Nursing Home capital costs reduced by 15%. 

Reduce cost portion of Part B billings by 5.8% 1996 • 
2002. 

HOME HEALTH (Agency-specific eStlf!iates not Included because of Insufficient data to do projections.) 

Payments 

10/9/95 

Establish prospective payment system. 

Future payments to be based on current level by 
not allowing inflation that occurred during the 
freeze.(Extension of cost limits) 

Page 2 

Establish prospective payment system. 

No reductions. 

Healthcare Association of New York State 



GOP PLAN MEANS $1,700 LESS FOR SENIORS BY 2002 
Reduction in Medicare Spending Per Beneficiary Under the House Capped Plan 
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NEARLY 70% OF NURSING HOME RESIDENTS 
RELY ON MEDICAID TO PAY FOR THEIR CARE 

Medicaid 
68.5% 

Medicare 
5.0% 

Other 

Toda~ 40 percent of America~ seniors will need 
nursing home care at some point in their lives. 

Source: Urban Institute, based on 1992 data from the Health Care Financing Administration 



STATES LOSE BIG UNDER 
REPUBLICAN MEDICAID PLAN 

Expected Percentage Loss In Federal Medicaid Spending in 2002 Under House Plan 

1 1 >15% 

- 16-25% 

-26-30% 

1 I 31-35% 

-36%+ 

Source: U.S. Department of Health and Human Services, 10/95 



MEDICAID POPULATION AND MEDICAID DOLLARS 
Percent Distribution by Basis of Eligibility (Fiscal Year 1993) 
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The Medicare program helps to pay for health care services furnished to people 65 aod 
over and for persoos receiving Social Security disability benefits after two years. Also 
served by Medicare are individuals of any age who have end-stage renal (kidney) disease 
(ESRD) and aced dialysis or kidney transplants. Medicare currently covers more than 37 
million people, of whom approximately four million arc disr.bled under Soci31 Security 
and approximately 230,000 are ESRD patients. The Medicare program h~ two parts: 
Hospital lns-Jrance (Part A) and Medical Insurance (Part B). 

HOSPITAL INSURANCE (Part A) 

What's Covered? 

o Inpatient hospital services. including room, meals, nursing care, operating roo:n 
services, blood transfusions, special care units, drugs and medical supplies, 
laboratory tests. therapeutic rehabilitation services, acd medical social services. 

o Skilled nursing facility ~re for continued treatment and/or rehabilitation 
following hospitalization. 

o Home health care services prescribed by a physician for treatment and/or 
rehabilitation of homebound patients, including part-time or intermittent nursing 
services. 

o Hospice care for the terminally ill. 

What's not coyeRd? 

o Long-term or custodial care. 

o Personal convenience services such as tclcvisioos and telephones, private-duty 
nurses or the c.xtra costs of private rooms when not medically necessary. 



- 2 -
Paying the BIiis 

o For the first 60 days of inpatient hospital care in calendar year 199S, Medicare 
pays all approved charges except for a $716 deductible for which the beneficiary is 
•~ble. 

o For days 61 through 90, Medicare pays for all covered services except for $179 
per day ooiasurance payments for which the patient is responsible. 

o From the 91st through tbe 150th day, the beneficiary coiusurauce rate is S3S8 a 
day, but coverage beyond 90 days in any benefit period is limited to the number 
of lifetime reserve days available. 

o Each beoeficiary has 60 lifetime reserve days that can be used only once. If a 
beneficiary has bceu out of a hospital or skilled nursing facility for 60 cousccutive 
dar-:. but is then readmitted to a hospital. a new benefit period begius aud the 
beneficiary i! again responsible for a $716 deductible for the first 60 days of 
icF~tieot care and coinsurance for days 60-~. 

o U services of a skilled 11\lr&iog facility are needed for continued care of a patient 
after at least three consecutive days of b0$pital inpatient care. not iucluding the 
day of discharge, Medicare will pay for all covered services for the first 20 days. 
From the 2!st through the 100th day. the bcaeficiasy is responsible for paying 
$39.SO a day iu 1994. Medicare does not pay for skilled nursing !acility care 
beyond 100 dbys iu each benefit period. 

o U a person is homebound aud requires skilled care, Medicare can pay for 
medically oeccss:uy bOUle health care, including put-time or intermittent nursi1.e 
care, physical therapy, speech therapy, oocupatiooal therapy, medical social 
services, and medical supplies and equipo:cnt. · 

o For terminally ill patients, Medicare will pay for care from a Medicare-certified 
hospice, where the specialized care . includes paiu relief, symptom management 
and supportive services in lieu ot curative serviccs. 

Flnanclng Hospital lnSllrance 

The Hogpital Iusurancc Trust Fund is financed mainly from a portion of the Social 
Security payroll tax (the FICA deduction). The Medicare part of the payroll tax is 1.45 
pcrccot from the employee and 1.45 percent from the employer. 
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MEDICAL INSURANCE (PART B) 

Coverage 

Medical Insurance helps to pay for pbysicia.o services, outpatient hospital services 
(including emergency room visits wbeo the patient is treated aud released), outpatient 
surgery, diagnostic tests, clinical laboratory semces, outpatient physical therapy and 
speech therapy services. aiedicaJ equipment and supplies, rural health clinic servkes. 
renal dialysis and a variety of other bcalth services and supplies. 

o vcncrally, Medical Insurance docs uot cover rO\ltine physical examinations, 
preventive care, services not related to treatment of illness or injury, and 
outpatient p~scription·drugs to be self-administered. 

o Screening pap smear and mammography examinations arc exceptions to tbc rule 
against Medicare coverage of routine physical examinations. Medic.ire covers 
screening pap smear tests at intervals of three yeal'3 for detcctiou of ~meal 
cancer, or more frequently for women at bigb risk of developing cervical ~cer. 
Mcdkarc also covers screening mammography examinations every two years for 
women 6S and over: annually for ~en age SO to 65; annually for women age 40 
to SO at bigb risk of developing breast cancer; every two years for women age 40 
to 50 who are not at bigb risk; and one time for womeo 35 to 40. 

hying the BIiis 

Medicare pays 80 percent of fee schedule amounts for most CO¥ered s:rvices after a 
bcncfici&J)''s payments for services have reached the annual deducbole of $100. After 
meeting the deductible, beneficiaries can limit their out-of-pocket costs to the 20 perceot 
coinsurance amount by choosing physicians and suppliers who accept Medicare 
assignment, which means tbay accept Medicare fee schedule amounts u full payment for 
their services. 

o "Participating" physicians and suppliers agree to accept Medicare assignment in all 
cases. Directories ti.sting participating physicians and suppliers are available for 
exasnination in local Social Security offices. state and local offices on aging, 3Dd 

senior citizens organizations. Copies can be obtained from Medicare carriers. 

o Physicians who do oot accept assigom~ot cao charge up to 15 percent above the 
Medicare fee schedule amounts. and beneficiaries are responsible for the 
difference. Physicians who overcharge beneficiaries can be required to mate 
refun~. • 
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Funding Medical Insurance 

Persons enrolkd io Medicare Part B pay a monthly premium. The premium established 
hy Congress ·for calendar year 1995 is $46.10. The general tax revenues of the federal 
government support approximately 75 percent of the program costs. 

MANAGED CARE 

Medicare beneficiaries may have lower out-of-pocket costs and added coverage if they 
choose to enroll io prepaid health care plans that participate in Medicare instead of 
m:eiviag seivices under traditional fee-for-service arrangements. Most Medicare 
beneficiaries live io areas served by prepaid plans. Medicare contracu with health 
maintenance organizatioos (HMOs) and co111petitive oiedical plans (CMPs) to provide 
care to Medicare benefici~ries. Medicare prepays a fixed amount per member. per 
0100th for all Medicarc~overcd benefits. Many orga!'iz:ations offer additional benefit:. 
not covered by Medicare. 

ENROLLMENT ANO CLAIMS 

Enrollments in Medicare are handled by the Social Security Administration. CWms for 
payments for servi<:es to beneficiaries are pr<>Ce$Sed by insurance companies under 
contract with HCF A. 

Appeal prcr..edures are .vailable for persons whose claims have been denied or wbo are 
dissatisfied with the antQUnt paid. 

Contractors known as fiscal intel"DlNiiarics make pa)'Ulents for services provided by 
hospitals, skilled nursing facilities. h-'Dle bcalth agencies and hospices. Generally, 
paymcuts made for inpatient hospital stays arc based on the diagn~ of patient$' 
illnesses. Claims for the services of physicians, other medical professionals and suppliers 
are processed by contractors koowu a!: carrien. 

QUALITY OF CARE 

Su~s and C.ertlfkatlon 

The Health Care Financing Administration maintains an extensive survey and 
certifkation program to cosure that providers and suppliers servinc Medicare and 
Medicaid bcnefkiaries are complying with federal standards for health. safety, and 
quality of care. HCFA oversees annual. unannounced inspections of approximately 
16,500 nursing homes and 8.000 home health agencies. The ageocy•s quality assurance 
activities also cover apprmimately 6,500 hospitals and 145,000 cliuical laboratories .. 
Providers and suppliers that arc not in compliance aud fail to correct deficiencies are 
dropped from the Medicare and Medicaid programs. 



MEDICAID PRIMER 

The Republican Budget Resolution calls for a cut of $182 billion in Federal funding of 
Medicaid over the next 7 years. If enacted, this would be far and away the largest budget 
cut in the program's 30-year history. 

In addition, the Republican Governors have proposed that Medicaid be converted from a 
program that guarantees basic health and long-term care coverage to low-income 
Americans into a block grant to the States. If enacted, this would be the most radical 
structural change in Medicaid in its 30-year history. 

Medicaid is the Federal government's second largest health care program. This year, it 
will spend $89 billion to help the States pay for hospital, physician, and nursing home care 
for over 36 million Americans. 

The changes that the Republicans are proposing will , if enacted, have enormous 
implications not just for Medicaid's 36 million beneficiaries, but also for States, counties, 
and emergency care systems in every community, as well as individual hospitals, nursing 
homes, and clinics in both rural and urban communities. 

Unfortunately, the Republicans have not yet made public their legislation to implement the 
$182 billion in Federal Medicaid cuts, and no specific language is likely to be available until 
later this month, when House and Senate committees of jurisdiction (House Commerce, 
Senate Finance) are scheduled to take action. 

Attached is some basic-background material: 

• A brief summary of Medicaid, who gets it, and what they get. 

• A short explanation of why Medicaid costs are growing. 

• A summary of the state-by-state impact of the Republican Medicaid budget cuts. 
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MEDICAID AT A GLANCE 

• Medicaid is America's 2nd largest health care program (after Medicare). 

-- This year, Medicaid will cover over 36 million low-income Americans, including 
over 18 million kids. (Medicare will cover 37 million elderly and disabled 
Americans). 

-- This year, the Federal government will spend about $89 billion on Medicaid, the 
States another $67 billion. (The Federal government will spend $181 billion on 
Medicare this year). 

• Three basic groups of people get Medicaid: the elderly, the disabled, and 
mothers and children. 

-- Over 4 million Americans age 65 and over are eligible for Medicaid this year. 

-- About 6 million disabled Americans are eligible for Medicaid this year. 

-- Over 18 million children and over 7 million women are eligible for Medicaid this 
year. 

• Most of Medicaid spending is for health and long-term care for the elderly and 
disabled. 

-- The elderly and disabled represent about 27 percent of the Medicaid population 
but account for about 67 percent of Medicaid spending. 

-- Children account for about 50 percent of the Medicaid population but only about 
18 percent of Medicaid spending. 

-- This year, the Federal government will spend about $800 per child, $1300 per 
mother, $4700 per disabled individual, and $5600 per elderly American eligible for 
Medicaid. 

• Medicaid covers about one fourth of America's children. 

-- Of the 69 million children under 18 in America, about one fourth are currently 
covered by Medicaid. 

-- By the year 2001 , under current law, Medicaid will finish phasing in coverage of 
all children under 18 in families with incomes below poverty. 

House Democratic Policy Committee Page 2 of 6 



• Medicaid is America's largest insurer of maternity care. 

-- Medicaid pays for about 1/3 of the births in the country, including prenatal, 
delivery, and post-partum care. 

• Without Medicaid, millions more Americans would be uninsured. 

-- For those eligible, Medicaid guarantees coverage for basic health care services, 
like hospital and physician care. 

-- There are now about 39 million uninsured Americans. Without the expansions 
in Medicaid coverage for pregnant women and children that occurred over the last 
decade, there would have been 9 million more uninsured Americans in 1994. 

• Medicaid is America's largest insurer of long-term care. 

-- Medicaid pays for about half of all the nursing home care provided in this country 
($36 billion out of $69 billion in 1993). 

-- Of the 1.3 million nursing home residents nationwide, about 900,000, or 69 
percent, are covered by Medicaid. 

• People eligible for Medicaid get coverage for basic health and long-term care 
services. 

-- All Americans who qualify for Medicaid coverage must have incomes and 
resources (i.e., savings and other assets) below certain levels. In general, these 
levels are specified by each State. 

-- All Medicaid eligibles are guaranteed coverage for the following basic services, 
when medically necessary: hospital care; physician services; laboratory and x-ray 
services; immunizations and other preventive screening, diagnostic, and treatment 
services for chlldren; family planning services; health center services, and nursing 
home care. 

-- Many States have elected to cover additional services with help from Federal 
matching funds, including prescription drugs, institutional care for individuals with 
mental retardation, and home- and community-based care for the frail elderly. 

-- Of all the Medicaid dollars that States spend on benefits, only 38 percent are 
spent on required services for populations the States must cover; the remain ing 62 
percent are spent on services and populations that the States have chosen to cover 
with the help of Federal matching payments. 
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• The number of Americans eligible for Medicaid is growing 

-- The Congressional Budget Office projects that the number of Americans eligible 
for Medicaid will grow at about 3 percent per year over the.next seven years, from 
36.8 million in FY 1995 to 45.9 million in FY 2002. 

-- Among the groups eligible for Medicaid -- mothers and children, elderly, and the 
disabled -- the fastest growth is projected among the disabled. 

• Medicaid is a critical revenue source for teaching hospitals, public hospitals, 
children's hospitals, and community health centers 

-- Over one fourth of all inpatients in the nation's teaching hospitals are covered by 
Medicaid 

-- Medicaid accounts for about 46 percent of the net revenues of the nation's public 
hospitals 

-- Medicaid represents about 42 percent of the gross revenues of the nation's 
children 's hospitals 

-- About one third of all community and migrant health center revenues come from 
Medicaid patients 

• Medicaid is a joint venture between the Federal and State governments, with 
the Federal government picking up 57 percent of the cost overall. 

-- Under current law, the Federal government shares in the State costs of health 
and long-term care for low-income residents according to a matching formula. The 
Federal share varies with State per capita income; the lower the State's per capita 
income, the higher the Federal share. 

-- All States get at least 50 percent of their costs covered by the Federal 
government; some States have as much as 80 percent of their costs covered. On 
average, the Federal government's share is 57 percent. 

• Medicaid is the largest source of Federal funds for the States and the second 
largest item in most State budgets 

-- Federal Medicaid funds account for about 40 percent of all Federal dollars flowing 
to the States through grant-in-aid programs 

-- State spending on Medicaid accounted for about 13 percent of all State general 
revenue spending in 1993, second only to spending on elementary and secondary 
education (21 percent). 
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• If you've seen one Medicaid program, you've seen one Medicaid program. 

-- There are certain minimum Federal standards, but States have broad discretion 
in how they administer the program. This means wide variation from State to State 
in who gets covered, what types of services are covered, how much providers are 
paid for those services, etc. 
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WHY ARE FEDERAL MEDICAID COSTS GROWING? 

• The Congressional Budget Office (CB0) estimates that Federal Medicaid 
spending will increase about 10 percent annually over the next 7 years . 

-- Federal Medicaid spending is expected to grow from $89 billion in FY 1995 to 
$178 billion in FY 2002. 

-- State spending on Medicaid is expected to grow from $67 billion in FY 1995 to 
$134 billion in FY 2002. 

• According to CBO, most -- 70 percent - of the growth in Federal Medicaid 
spending is caused by an increase in the number of Americans eligible for 
coverage and inflation in the price of the services that Medicaid buys. 

-- Increases in the number of Americans eligible for coverage account for about 40 
percent of Medicaid spending growth. 

-- Inflation in the price of the hospital, physician, nursing home, and other services 
that Medicaid covers accounts for about 30 percent. 

-- Increases in payments to disproportionate share (DSH) hospitals that treat large 
numbers of Medicaid and low-income patients accounts for only 4 percent. 

-- All other factors, including the rate at which beneficiaries use services and what 
optional care States cover, explain the remaining 25 percent of spending growth. 

• Cutting Federal Medicaid spending by $182 billion over the next 7 years will 
force States to cut back on eligibility and services. 

-- According to preliminary CBO estimates, widespread use of managed care by the 
States will only save the Federal government about $2.5 million in Medicaid 
spending over the next 7 years, and repeal of the "Boren" requirements for 
"reasonable and adequate" payments to hospitals and nursing homes will only save 
the Federal government about $2.4 billion over the next 7 years. 

-- In short, program efficiencies will only bring about $5 billion of the $182 billion in 
Federal savings that the Republicans are trying to achieve in Medicaid. The rest will 
have to come from reducing Federal matching payments to the States. 

-- The States will have only two options: increase their own spending to make up the 
shortfall in Federal funds, or cut back on eligibility and benefits. 
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Republican Medicaid Cut 
(Federal Dollars in Billions) 

Fiscal Current Services Republican Size of Percentage 
Year Baseline Budget Cut Cut 

1996 $99.3 $95.7 $3.6 3.6% 

1997 $110.0 $102.1 $7.9 7.2% 

1998 $122.1 $106.2 $15.9 13.0% 

1999 $134.8 $110.5 $24.3 18.0% 

2000 $148.1 $114.9 $33.2 22.4% 

2001 $162.6 $119.5 $43.1 26.5% 

2002 $177.8 $124.3 $53 .5 30.1% 



Table 3 

Projected Changes in Federal M edicaid Expenditures, 1996-2002 
Budget Resolution Block Grant Proposal 
(millions of dollars) 

1996-2002 2002 
New New 

Baseline Expend. Change %Change Baseline Expend. Change %Change 

Total 954,338 782,535 (171 ,803) -18.0% 176,931 125,781 (51,150) -28.9% 

Alabama 13,823 12,090 (1,733) -12.5% 2,485 1,943 (542) -21.8% 
Alaska 2,001 1,572 (429) -21.4% 373 253 (121) -32.3% 
Arizona 12,903 10,231 (2,672) -20.7% 2,436 1,644 (792) -32.5% 
Arl<.ansas 11,081 8,636 (2,444) -22.1% 2,084 1,388 (696) -33.4% 
California 95,663 77,631 (18,032) -18.8% 17,955 12,478 (5,477) -30.5% 
Colorado 8,163 6,509 (1,654) -20.3% 1,521 1,046 (475) -31 .2% 
Connecticut 12,990 11,567 (1,423) -1 1.0% 2,345 1,859 (486) -20.7% 
Delaware 1,728 1,397 (331) -19.1% 323 225 (98) -30.5% 
District of Columbia 4,511 3,648 (863) -19.1% 846 586 (259) -30.7% 
Florida 40,720 31.029 (9,691) -23.8% 7,691 4,987 (2,704) -35.2% 
Georgia 26,050 19,957 (6,093) __ _-23.4% 4,900 3,208 (1,692) -34.5% 
Hawaii 2,732 2,160 (572) -20.9% 508 347 (161) -31 .7% 
Idaho 2,933 2,391 (542) -18.5% 545 384 (160) -29.4% 
Illinois 33,242 27,123 (6,120) -18.4% 6,207 4,360 (1,847) -29.8% 
Indiana 23,100 18,831 (4,269) -18.5% 4,317 3,027 (1,290) -29.9% 
Iowa 7,807 6,572 (1,235) -15.8% 1,440 1,056 (384) -26.6% 
Kansas 5,962 5,298 (663) -11 .1% 1,079 852 (228) -21 .1% 
Kentucky 18.353 14,525 (3,828) -20.9% 3,455 2,335 (1,121) -32.4% 
Louisiana 33,991 28,840 (5,151) -15.2% 6,147 4,636 (1,511) -24.6% 
Maine 5,999 5,324 (675) -11.3% 1.092 856 (236) -21.6% 
Maryland 13,478 10,776 (2,702) -20.0% 2,532 1,732 (800) -31.6% 
Massachusetts 25,516 21,225 (4,291) -16.8% 4,717 3,412 (1,305) -27.7% 
Michigan 32,153 26,218 (5.935) -18.5% 5,992 4,214 (1,778) -29.7% 
Minnesota 14,665 12,531 (2,134) -14.6% 2,701 2,014 (687) -25.4% 
Mississippi 12,640 10,183 (2,457) -19.4% 2.342 1,637 (705) -30.1% 
Missouri 14,871 13,636 (1,235) -8.3% 2,625 2,192 (433) -16.5% 
Montana 3,4-09 2,644 (766) -22.5% 636 425 (211) -33.2% 
Nebraska 4,448 3,720 (728) -16.4% 822 598 (224) -27.3% 
Nevada 2,899 2,383 (516) -17.8% 540 383 (157) -29.0% 
New Hampshire 3,728 3,678 (51) -1.4% 631 591 (40) -Q.3% 
New Jersey 28,038 24,337 (3,701) -13.2% 5,100 3,912 (1,188) -23.3% 
New Mexico 6.066 4,714 (1,352) -22.3% 1,147 758 (389) -33.9% 
New York 119,527 100,604 (18,924) -15.8% 22,034 16,171 (5,863) -26.6% 
North Carolina 29,014 22,250 (6,764) -23.3% 5,406 3,576 (1,830) -33.8% 
North Dakota 2,491 2,109 (382) -15.4% 457 339 (1 18) -25.8% 
Ohio 40,586 33,498 (7,088) -17.5% 7,508 5,384 (2,124) -28.3% 
Oklahoma 11,074 8,824 (2,250) -20.3% 2,060 1,418 (642) -31.2% 
Oregon 8,884 7,046 (1,838) -i.o.7% 1,649 1,133 (516) -31.3% 
Pennsylvania 38,448 32,325 (6,123) -15.9% 7,102 5,196 (1 ,906) -26.8% 
Rhode Island 5,465 4,604 (861) -15.8% 1,004 740 (264) -26.3% 
South Carolina 15,252 12,971 (2,281) -15.0% 2,756 2,085 (672) -24.4% 
South Dakota 2,380 1,985 (396) -16.6% 442 319 (123) -27.8% 
Tennessee 24,576 19,487 (5,090) -20.7% 4,587 3,132 (1,455) -31.7% 
Texas 61,167 50,032 (11,135) -18.2% 11,358 8,042 (3,316) -29.2% 
Utah 5,128 4,093 (1,035) -20.2% 960 658 (302) -31 .5% 
Vermont 1,982 1,665 (318) -16.0% 366 268 (99) -27.0% 
Virginia 13,022 10,179 (2,844) -21.8% 2,434 1,636 (798) -32.8% 
Washington 18,203 14,484 (3,719) -20.4% 3,381 2,328 (1,053) -31.1% . 
West Virg inia 13,723 10,403 (3,321) -24.2% 2,591 1,672 (919) -35.5% 
Wisconsin 16,484 13,581 (2,903) -17.6% 3,066 2,183 (883) -28.8% 
Wyoming 1,269 1.024 (245) -19.3% 236 165 (72) -30.3% 

SOURCE: The Urban Institute Medicaid Expenditure Growth Model, 1995 



Table 5 

Projected Changes in Covered Medicaid Beneficiaries, 2002 

Budget Resolution Block Grant Proposal 
Expenditure per Beneficiary Growth Held to Inflation Beginning 1996 

State Baseline With Cap 0k Change Aged 
Reduction B~ Groue 
Disabled Families Total 

Total 45,663,533 41 ,873,892 -8.3% (407,965) (599,850) (2,733,904) (3,789,641) 

Alabama 737,918 722,368 -2.1% (1,876) (3,872) (9,802) (15,550) 

Alaska 97,306 85,296 -12.3% (622) (1,037) (10,350) (12,010) 

Arizona 568,256 520,334 -8.4% n1a• nfa• nJa• (47,922) 

Arkansas 514,584 445,989 -13.3% (9,075) (16,367) (43,153) (68,595) 

California 6,525.073 6,098.663 -6.5% (34,962) (53,660) (337,788) (426,410) 

Colorado 422,676 369,576 -12.6% (5,832) (9. 148) (38,120) (53,099) 

Connecticut 453,199 430,937 -4.9% (2,245) (3,709) (16,309) (22,262) 

Delaware 98,028 87,045 -11 .2% (741) (1,634) (8,607) (10,982) 

District of Columbia 142.580 138,969 -2.5% (268) (783) (2,561) (3,611) 

Florida 2,796,542 2,375,959 -15.0% (47,007) (56,551) (317,025) (420,583) 

Georgia 1,519,989 1,292,346 -15.0% (24,480) (38,012) (165,151) (227,643) 

Hawaii 161,525 142,181 -12.0% (1,807) (2,952) (14,585) (19,344) 

Idaho 150,705 132,501 -12.1% (1,633) (2,956) (13,615) (18,204) 

Illinois 1,737,408 1,663,192 -4.3% (5,964) (15,128) (53. 124) (74,216) 

Indiana 704,941 673,416 -4.5% (3,308) (4,891) (23,326) (31,525) 

Iowa 380,793 353,820 -7.1% (3,371) (4,528) (19,074) (26,973) 

Kansas 315:649 313,413 -0.7% (239) (329) (1,567) (2,136) 

Kentucky 856,134 778,103 -9.1% (8,060) (19,654) (50,318) (78,031) 

Louisiana 1,081,591 1,053,725 -2.6% (2,996) (4,836) (20,034) (27,866) 

Maine 227,286 219,113 -3.6% (1,017) (1,704) (5,452) (8,173) 

Maryland 591 ,654 540,586 -8.6% (4,660) (9,789) (36,619) (51,068) 

Massachusetts 1,054,057 959,326 -9.0% (10,869) (19,687) (64,176) (94,732) 

Michigan 1,432,950 1,384,618 -3.4% (3,432) (9,549) (35,350) (48,332) 

Minnesota 531,194 503,891 -5.1% (3,525) (3,776) (20,002) (27,303) 

Mississippi 705,300 642,511 -9.0% (8,223) (13,545) (42,021) (63,789) 

Missouri 822,420 822,420 0.0% 

Montana 111,338 96,081 -13.7% (1,693) (3,172) (10,391) (15,256) 

Nebraska 217.171 199,988 -7.9% (1,946) (2,293) (12,945) (17.183) 

Nevada 132,513 121,115 -8.6% (1,262) (1,807) (8,331) (11,399) 

New Hampshire 108,264 108,264 0.0% 
New Jersey 1,082,880 1,042,153 -3.8% (3,758) (7. 128) (29,840) (40,726) 

New Mexico 355.684 312,840 -12.0% (4,264) (9,104) (29,476) (42,844) 

New York 3,576,932 3,332,205 -6.8% (25,190) (38,085) (181,452) (244,727) 

North Carolina 1,575,219 1,272,583 -19.2% (52,660) (42,493) (207,484) (302,636) 

North Dakota 88,124 80,221 -9.0% (1,197) (1,040) (5,666) (7,903) 

Ohio 1,854,988 1,776,238 -4.2% (8,687) (13,499) (56,563) (78,750) 

Oklahoma 549,455 482,760 -12.1% (7,512) (8,770) (50,413) (66,695) 

Oregon 497,541 430,931 -13.4% (5,008) (8,649) (52,953) (66,610) 

Pennsylvania 1,612,660 1,482,438 -8.1% (13,337) (28,435) (88,450) (130,222) 

Rhode Island 261,101 238,665 -8.6% (3,445) (4,899) (14,092) (22,436) 

South Carolina 752,963 686,925 -8.8% (9,456) (10,988) (45,594) (66,038) 

South Dakota 96,529 88,247 -8.6% (988) (1,463) (5,831) (8,282) 

Tennessee 1,265,375 1,158,750 -8.4% (12,053) (26,449) (68,122) (106,625) 

Texas 3,545,644 3,249,092 -8.4% (28,828) (29,566) (238,158) (296,552) 

Utah 226,308 196,722 -13.1% (1 ,786) (3,474) (24,325) (29,586) 

Vennont 107,648 99.514 -7.6% (973) (1,417) (5,744) (8,1 34) 

Virg inia 929,016 787,708 -15.2% (19,395) (21,806) (100. 107) (141 ,308) 

Washington 886,075 799,188 -9.8% (6,146) (14,001) (66,740) (86,887) 

West Virginia 548.958 465,238 -15.3% (7,933) (15,661) (60. 124) (83,719) 

Wisconsin 582,023 554,842 -4.7% (3,716) (6,676) (16,788) (27,180) 

Wyoming 68,467 60.884 -11 .1% (519) (878) (6,185) (7,582) 

• Arizona data not available by enrollment group. 
SOURCE: The Urban Institute Medicaid Expenditure Growth Model, 1995 
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Commentary 

PERSPECTIVE ON MEDICARE 

Rehabilitation Needed, Not Surgery 

The trust fund's crisis isn't new; 
the President offered a solution 
to insolvency. 
By ROBERT £. RUBIN, DONNA E. SHAW.A, 
ROBERT B. REICH and SHIRLEY S. CHATER 

O
ur nation is involved in a serious 
examination of the status and 
future of Medicare. Congressional 

Republicans have called for $270 billion 
in cuts over the next seven years, claim­
ing that Medicare is facing a sudden and 
unprecedented financial crisis that 
President Clinton has not dealt with. and 
that all of the majority's cuts are neces­
sary to avert it. 

While there is a need to address the 
financial stability of Medicare, the con­
gressional majority's claims are simply 
mistaken. As trustees of the Part A 
Medicare Trust Ft•.!ld, which is the sub­
ject of the current debate, and authors of 
an annual report that regrettably has 
been used to distort the facts, we would 
like to set the record straighL 

• Concerns about the solvency of the 
Medicare Part A Trust Fund are not new. 
The solvency of the trust fu nd is of 
utmost concern to us all. Each year, the 
Medicare trustees undertake an 

examination to determine its short-term 
and long-term financial health. The 
most recent report notes that the trust 
fund is expected to run dry by 2002. 
While everyone agrees that we must 
take action to make sure that the fund 
ha.s adequate resources, the claim that it 
is in a sudden crisis.is unfounded. 

The Medicare trustees have nine times 
warned that the trust fund would be 
insolvent within seven years. On each of 
those occasions, the sitting President 
and members of Congress from both 
political parties took appropriate action 
to strengthen the fund. 

Far from being a sudden crisis, the 
situation has improved over the pa.st few 
years. When President Clinton took 
office in 1993, the Medicare trustees 
predicted the fund would be exhausted in 
six years. The President offered a pack­
age of reforms to push back that date by 
three years and the Democrats in Con­
gress passed the plan. In 1994, the Pres­
ident proposed a health reform plan that 
would have strengthened the fund for an 
additional five years. 

So what has caused some members of 
Congress to become concerned about the 
fund? Certainly not the facts in this 
year's trustees report that these mem­
bers continually cite. The report found 
that predictions about -the solvency of 
the fund had improved by a year. The 
only thing that has really changed is the 
political needs of those who are hoping to 
use major Medicare cuts for other 
purposes. 
• President Clinton has presented a plan 

to extend the fund's life. Remarkably, 
some in Congress have said that the 
President has no plan to address the 
Medicare Trust Fund issue. But he most 
certainly does. Under the President's 
balanced budget plan, payments from 
the trust fund would be reduced by $89 
billion over the next seven years to 
ensure that Medicare benefits would be 
covered through October 2006-11 years 
from now. 
• The congressional majority's Medicare 

cuts are excessive; it is not necessary to cut 
benefits to ensure the fund's solvency. The 
congressional majority says that all of its 
proposed $270 billion in Medicare cuts 

-over seven years are necessary. Cer • 
t.ainly, some of those savings would help 
shore up the fund, just as in the 
President's plan. But a substantial part of 
the cuts the Republicans seek-at least 
$100 billion-would seriously hurt 
senior citizens Without contributing one 
penny to the fund. None of those savings 
(taken out of what is called Medicare 
Part B, which basically covers visits to 

'j 
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the doctor) would go to the Part A Trust 
Fund ( which mostly covers hospital 
stays). As a result, those cuts would not -
extend the life of the trust fund by one ! 
day. -

And those Part B cuts would come out _.._. 
of the pockets of Medicare beneficiaries, 
who might have to pay an average of 
Sl,650 per person or $3,300 per couple 
more over seven years in premiums 
alone. Tot.al out-of-pocket costs could 
increase by an average of $2,825 per 
person or $5,650 per couple over seven 
years. According to a new study by the 
Department of Health and Human Ser­
vices, these increases would effectively 
push at least half a million senior citizens 
into poverty and dramatically increase 
the health care buraen on all older and 
disabled Americans and their families. 
The President's plan, by contrast, pro- ., 
tects Medicare beneficiaries from. any 
new cost increases. 

As Medicare trustees, we are respon • 
sible for making sure that the program . 
continues to be there for our parents and ~ 
grandparents as well as for our children 
and grandchildren. The President's bal­
anced budget plan shows that we can 
address the short-term problems with -
out taking thousands of dollars out of 
peoples' pockets: that would give us a 
chance to work on a long-term plan to ·· 
preserve Medicare's financial health as 
the baby boom generation ages. By doing 
that, we can preserve the Medicare · · 
Trust Fund without losing the trust of " 
older Americans. 

Robert E. Rubin is secretary of the. 
Treasury. Donna E. Sha/al.a is secretary of 
health and human services. Robert B. •· 
Reich is secretary of labor. Shirley S. ,, 
Chater is commissioner of Social Security. ., 



Pennsylvania Avenue 
By Morton M. Kondracke 

GOP Medicare Plan 
To 'Tax' Workers, 
New Study Shows 

Republicans are claiming public rel3tions 
successes on Medicare, but a new stlldy indi­
cates thatthcirproposalscontain whatamounts 
to a hidden tax of S 1,000 over seven years on 
every worker with health inswanc.c. 

The study. conducted by the respected re­
search firm Lcwin-VHI, asscns that if Con­
gress reduces government outlays for 
Medicare and Medicaid. health care providers 
will raise fees for private patients. increasing 
insurance premiums and causing employers 
to reduce wages. 

On average. 3ccording to the study. such 
co~t-shifting will reduce employees' antici­

wage increases by 2.7 percent But low­
,;e workers are likely to be hit hardest.. 

lo:.1ng more than l0pcrcentofthe wage hikes 
they might otherwise have received. 

Conducted for the National Leadership 
Coalition on Health Care, a collection of 
unions and business groups. the study could 
provide new ammunition for Democrats to 
use in trying to prove that GOP Medicare cost 
reductions are unfair. 

Both parties used Congress's August recess 
to wage war over Medicare, with Democrats 
arguing that the GOP wants to "cut" the pro­
gram to finance tax reductions skewed to the 
wealthy and Republicans claiming that they 
arc trying to "save" Medicare from bankrupt· 
cy by reducing its rate of growth. 

As Congress returned from recess. Repul:r 

1 Nation:u Committee Chairman Haiey 
Barbour claimed. "We are winning the public 
opinion battle" on Medicare, citing public and 
private poll results and some favorable press 
notices. · 

For example. an Aug. 30 Gallup poll for 
CNN/USA Today showed that by 61 percent 
to 34 percent, the public wants Congress to 
make "major changes in Medicare." 

A private poll by Moore Information 
showed that by 64 to 18 percent, Americans 
agree that Medicare will go bankrupt in sev- · 
en years unless "something is done soon to fix ' 
it" The poll showed that by 57 to 30 percent.. 
the public trusts Congress to improve 
Medicare. rather than President Clinton. 

According to a Luntz Research poll taken 
Aug. 24, only 42 percent of voters agree with 
the Democrats that Republicans want to cut 

Medicare ''to pay for their tax cut fortherich." 
while 52 percent disagree. 

Republican efforts to control Medicare 
growth have won favorable comment -
some of it grudging - from such disparate 
sourcesastheNewYorkTuneseditorialpage. 
pundits Michael Kinsley and Robert Samuel­
son. and Robert Reischauer, the former di­
rector of the Congressional Budget Office. 

Despite the polls and praise, House GOP 
leaders reportedly anticipate that they will be 
unable to unveil their Medicare proposal pri­
or to the original Sept 22 deadline for mea­
sures to be included in the House budget rec­
onciliation bill. 

Health care lobbyists say they've been told 
by top GOP strategists that there's still no con­
sensus on how to parcel out the pain of re­
ducing Medicare outlays by $280 billion over 
seven years and reducing the rate of Medicare 
growth from 10 percent per year to 5 percent. 
the rate of growth in the privale sector. 

GOP options include cutting payments to 
hospitals and doctors, increasing co-pay­
ments and premiums for recipients, means• 
testing benefits, capping per-patient outlays, 
and encouraging patients to join managed­
care programs. 

Lcwin-VHI assumed that the Republicans 
would try to save $50 billion over seven years 
by encouraging managed care. $20 billion by 

Health care lobbyists 
say they've been told 
there's still no GOP 
consensus on how to 
parcel out the pain of 
reducing Medicare 
outlays by $280 billion 
over seven years. 

making beneficiaries pay more, and $210 bil­
lion by reducing payments to doctors and hos­
pitals. It also assumed that the $170 billion to 
be saved from Medicaid would mostly come 
from reduced payments to providers. 

Previous studies have shown that when 
doctors and hospitals have been hit with gov­
ernment cutbacks in the past. they recovered 
about 40 percent of the loss by "cost-shifting" 
- i.e., raising fees for private patients. 

If that holds true for the anticipated GOP 
reductions of $450 billion, Lcwin-VHI e.x­
pects cost-shifting to come to at least $91.6 
billion and possibly $99 billion if fewer in­
dividuals join managed-care plans than the 
GOP hopes. 

"The increase in provider charges to private 
payers from the cost shift would be reflected 
in higher private insurance premiums," the 
study says. Employers would pay about $75 
billion more in premiums, employees would 
contribute $6.4 billion more, and individuals 
who buy their own inswance would pay about 
SI0 billion more. 

"Empirical evidence indicates that em­
ployers arc likely to pass on much of the in­
crease in employer costs to employees in the 
form of reduced wages," the study said. "Lost 
wages and increased premium contribu­
tions ... would equal about $1,000 per covered 
worker over the 1996 through 2002 period." 

Wage losses would be concentrated heavi­
est in service industries and would hit hardest 
those making less than $6 per hour. Cost-shift­
ing also would increase the number of persons 
without health insurance - currently. 41.2 
million - by about 500,CXX>. the study said. 

Lcwin-VHI does not refer to the cost-shift­
ing attending Medicare and Medicaid reduc­
tions as a ''tax," but that is what it amounts to, 
and Democrats would be foolish not to make 
Republicans pay a political price for propos­
ing it 
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GOP's rosy scenario a disaster 
Medicare-Medicaid bill is unworkable 

R epubUcans presume ta cut Med.lean 
by• rosy ..cenarto, They resume to 
reform Meokald by dfu:hi.n.g the 

Ide.a that the ~era( government should at­
tach rlrlllg:s to the money lt ,hip• to dates. 

President Cllntoo ~ it'• Q1J quite, ecuy. 
He's qui~ right. .: . · 

The peace of m.1.nd of poor elderly ~o-

EaUonwide may dependtoa the veto of 
a who oacc [n Aiicanus vetoed a bill 

UtM:tocd it. Isn't ll tcmArlcable the 
ch.allenge and opportun.lty that hJ..st.oryun 
o~r .a mortal being who happen., ta cros.s 
lu path! · . · 

Tbe Republicans w-ant to tAk.e $270 bil­
lion f'rom projeded Medlcaro .ponding 
OTe.r the next scveu·yean Largely by as-· 
rum1ng that 4,0 p-e rc:ent o( old r ol.D can be 
cotic:-c:d Into jolr.1.i.ag be ell th auiate:o.aoce or­
taniz.ations CHMOs>. This woulci be pu.ttly 
volwit.azy, y-ou undentand. · 

It sun:ly ls the GC':llld Canyoa o!"u-
_,_.J.: ... • • . • ......_,u.o .... . . · • .r • 
: 'At <he ti.sic o! riercot:rp(ng, ~ we ctip­
w.ale th.at senlor clth.eru tend to cling to ~ 
mWarlt;, and ccrtalnf::y m the one 1cnice 
most vital tD them-health c:are-&nd to be 
act ill their ways about the doctor, they aee 
and the procedut"e$ they sre .,..uJlag ta en­
dA to att those doctors! 
~ps the wealthiest. hea1th1mt. bold­

est and mc»t p~lve &Olongthoseover 
GS will ecnbrace HMO, u co,t-Qving Ille• 
sut-es requiring• smaller c:on1ributioa. But 
~ ~t! lt1l be aiore Ulce • handtui t11 
W&(tt. How ltran(e that Republicans want 
.to do to in.ll~ona ot old people wh2t they 
clalm to have s.aved all o(u. trocn last,ear 
ln d~ttog_the Clinton health care rd'otm 
pl&n... lly that I ~r ta alt.enuilivc mc:thoch 
o( bc41th_.liisurancc th.at mlgbt llmlt the 
cbolce r,{, physlcla.n 11'ithout • hldter prc-
· m1u.t11.. '· •. --~- . - . ·~ : . : ..: .... : 

John 
B_rummett 

· lfthe RepubliC.lllS were det.ennincd to 
avw the.auclvcs oCHMOs -as budgct-<:u~ 
meuun:s, they ~t h.m= considered them 
!qr Medlcald; the prouam. (or the poor, 

• nth er thAD. for Medicare. Some abtes ba.ve 
had tentative .ucccss by moving Me<Sicald 
to manaced care ')'Steau. . . 

Bu~ no, the Republlcll\l propose to cut 
$182 b1Woo over sevca yea.rs In Medicaid 
ma.inly by sendlnc IJloclcera.nu to Uie statu . 
a.nd tell..ing the rt.ate, to do with the money 
what they wish ln the~ o(medkal a.id lbr 
the poor. · . · 

nu.a Republican coocodion tha.t the 
statz:s k:navr bcst--Ol4t the teal wtue Ues ln 

· rt.ale, having autonomy over the spend!ng 
of(ederzllycolleded money-ts a mostcu­
rioU4 thlnL 

It a.s.sumes; .for example., that the poor 
and the aged ln Arkanua ,n better oalf 
their lives are placed ln the bands o(the 
soloru o!the ArJww.s LedJlature than ln 
the hand. oCCoagress. l dely &11,)'0QO to 1lt 
through a meetin(oftheJolnt B~Com­
lJl!ttee at the state Capitol and d~(ue that 
view with a stnughl fcc:e. · 

Let.us not fofietthat l[we bad Jed every­
thing lo the ,uppo,,ed virtue o(the ,tales_ 
sfavezy mf,gf::.t atiU be I wppo,edly virtuous 
practice In a couple o(places. There'• no 
need ta name names, but the at.ale• of the 
Southcastem Conf~DC'e ,omchow come to 
mind. 

·In h1, fa'dlo addre.n Sab.U1UY, ainlou 

tran5eended hi.s wual modenUon to ~ 
positively OighU'ul about all o(this. 

He explained that the Hou.se ~nion 
c:oot.ain.s no provuloa preserviQ.i the cur­
rent protection ■taln.st ~lrure o(homc, cu 
and tum(tu.re t'rocn ,powei o( penon, re­
ceivingMedlcald to stay ln nunU'llhocncs. 
Whether to do that would be lelfto the· 
virtues of A1abaa11na, Ark.aiua.n.s, Moo­
ta..nana, Caltforniiuu and all the mt. · . 

Hou.c Speaker Newt Cl.ngrich s111 De­
mocrats are CJtoraUy ~pt to ttght bu~­
cet ·cuts. by scl..fing old ~pie by ni~ 
. IUcb·wues . .A, u.rual Ne~•s ri\e:torle Is tin• . 

. acx:cptabty ovemeat.ed.·Once agaln his view. 
o(mo~Ut:r la con.l\1,ed. . . . 

Budg~ c:uttfnt curie, moral currency 
~a use lt•bows a responaiblllty to Mu. e 
(en~raUoru..-But ~ugg~"' ~~t the feder­
~1-,ov~nl unposc l~tr on the states to 
assure au.!e()'netforo14 people In au.rs{ng 
homes la hardly the stuff of moral b.a.nk· 
ruptey, . . . 

• Memo to Newt! Carini (or the siek hu 
bibllcol precedenl · . · ·. 

Glngrkh .seems to provide yet another 
ex.ample o(the Republkan pre(en:ace (or 
th0$C unborn overthose.~dual.ly llvini 111d 
encountering inevitable lnfafortune. . . 

· . ItGinoich me.ans to~ that CUnton and 
the Democnls are morally b~pt to op-.-. 
pose budget cut.a. .1 would cite the fact that 
C1lntonand the DeQ\OCnt, altt,idrha~c:ut 
aear{y lnhalllhc federal budgetdetldttt• 
cecdin& PD bllllon that they lnherited. · 

CU.aeon vows • veto oC Che Mcdlcue­
Medkaid bill u written by the Republl­
can,, l~ly la sea-et. I!be'a Immoral, 11td 
rm not Paalnt any judgnicnta_ It would 
have to be on '°Q\e other b&.slL 

--♦--
JohftB~'•COWTNtappeort""'Yl\ro­

dq,, ~ Sazvrday arvl Svi,d,ay. 
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Retiree Group Plans Public Campaign 
rn Opposition to GOP Cuts in Medicare 

Pressure on All Fronts 

By CHRISTOPHER GEORGES 
>lo// Rf!pOrtf!r of THt: WALL STI\EET JOC:I\SAL 

WASHINGTON - In a sign of lntensi· 
tying opposition to GOP health-care pro· 
posals. the American Association of Re· 
tired Persons ls launching a public cam· 
paign this week to oppose cuts in the 
Medicare program. 

··we're going public much more ag· 
gressiveJy than we have been," said John 
Rother. the AARP's chief lobbyist. He 
declined to provide specific details of the 
campaign but said It will include adver· 
tisements and dlrect·mall messages to the 
i,-oup's members. 

Until recenUy, the AARP and other 
oups affected by the proposed .changes. 

including major doctor and hospital organ· 
izations. ha·;e been remarkably silent. 
That's partly because the Republican lead· 
ership has offered them 
"sweeteners" -legislative provisions they 
ra vor - IC they remain silent and has 
threatened · retribution If they go public 
with their opposition. It's also because. 
until recent!y, the groups haven't had a 
s~cific GOP proposal to attack. ' 
Is Tide Turning? 

But that may now be changing. Law-. 
makers have come under Increasing pres· 
sure in recent weeks from hospitals and 
other health-care providers, staff mem· 
bers report. And recent public-opinion 
polls suggest the public, as well. may be 

-

. ng somE'! on the GOP Congress, In part 
. use o! Its.Medicare plans. 

either the AARP nor the other groups 
Involved expect to stop Medicare changes 
from being enacted. But they do hope to 
lessen the blow. Tlie GOP plans call· for 
cutting projected spending by S270 billion 
over the next seven years. Several lobby­
ists involved In the discussion said Friday 
they now think that may be reduced to S200 
billion or less before the changes are 
enacted Into law. 

The Sena:e Finance Committee has 
already passed its Medicare-overhaul 
plan. In about two weeks, if all goes as 
planned, it will be bundled with other tax 
and spending proposals Into a huge pack· 
age. kno~il as a reconciliation bill. for a 
vote by the full Senate. The House. slightly 
behind. will debate Its Medicare plan at 
the committee level this week. House mem· 
bers. too. are hoping to finish their recon· 
ciliation package in about two weeks. 

Reducing the size of the Medicare 
cuts will make it more difficult for the 
Republicans to reach their goal of ellmi· 
nating the budget deficit by 2002. To 
make up the difference. some Republicans 
are considering reducing the S245 billion In 
tax cuts no9,• planned by the GOP. 

But that v.·on't be easy. House conser· 
vatives have strongly opposed lowering t.he 
overall size of the taX cuts. And in the 
Senate. Sen. Phil Gramm of Texas. who 
said he would oppose &ny taX cut below 
ms billion. was recently appointed to the. 
Finance Committee. which has jurisdic· 

tion over taX matters.-
The Finance Committee this week Is 

expected to offer Its w-cut plan with a 
vote scheduled for late io the week. If It 
passes. it also wUI be Included In the 
reconciliation bill. The Cull House passed 
its tax-cut but earlier this year. 

.cl 

In addition to their internal squab· 
ble. Republicans are facing sharper nee· 
dling from President Clinton. On Satur• 
day. he opened a new front saying the 
Republicans' budget package would add up 
to "Sl48 billion worth of direct and Indirect 
hidden taxes" on working Americans. 
Among the GOP proposals Included in his 
calculation: S42 billion in savings over 
seven years in the earned Income. tax 
credit. a tax refund for the working poor: 
S4 billion in new fees for child suppon. and 
SS3 billion in new Medicare costs to benefi· 
ciaries. such as higher. premiums. 

The new line of attack puts Mr. Ointon 
in the unusual position of simultaneously 
criticizing Republicans for Increasing 
taxes and cutting them. Democrats have 
for weeks been hammering at the GOP for 
what they describe as reduced spend· 
ing on Medicare to pay for the tax cut. 

The end game In the budget battle 
is fast approaching. Alter the scheduled 
tax cut and Medicare action this week. 
both Houses · will move to vote on the 
megabllls. At tt.at point. the direction of 
events becomes much less predictable. U a 
compromise ls to emerge between the 
White House and Congress. it could de­
velop at the same Ume negotiators frorr. 
the two hOuses sit down to work out 
differences in the reconciliation bills. 

The White HouseJs looking to lower the 
size of the budget reductions, In particular 
for Medicare, the health-are program for 
the elderly, and Medicaid. the health<are 
program for the poor. Republicans are 
equally adamant about passing a bill 
that balances the budget in seven years. 
Several scenarios are emerging that could 
allow both to happen. 

One would be simply to stretch out the 
balanced-budget timetable over a longer 
period, say, 10 years instead or seven. In 
another. the two parties would agree to 
alter the calculation used to adjust govern· 
ment programs for inflation. either by 
altering the formula used to calculate the 
consumer price index or by adjusting 
benefits and tax brackets by less than the 
full increase in the CPL This would tower 
Socia.I Security payments and raise taxes 
{or some. saving the government as much 
as S'280 billlon over seven years. 

Finally. both sides might agree to 
any of an array or other bookkeeping 
devices. Assuming (a.ster economic 
growth, the Treasury could count on bi!· 
lions or dollars more in rtvenue. Or budget 
wnters could assume that Medicare pay• 
rncnts wi ll grow at a slightly slower rate 
than currently assurnc<l. 

--- ---- - -
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SUMMARY OF LEWIN-VHI STUDY . . 

STUDY DOCUMENTS THAT GOP MEDICARE/MEDICAID 
PLAN INCREASES HEALTH CARE COSTS OF AMERICAN 

WORKERS BY $1,000 OVER NEXT SEVEN YEARS 

The respected research firm Lewin-VHI study has issued a study that shows that the GOP 
Medicare/ Medicaid plan will result in increasing the health care costs borne by American 
workers by $1 ,000 per worker over the next seven years. The study was prepared for the 
National Leadership Coalition on Health Care Reform. 

The study documents that, in response to the drastic cuts in payments to hospitals and 
doctors under the GOP Medicare/Medicaid plan, these health care providers will raise fees 
for private patients -- increasing private insurance premiums and causing employers to 
reduce wages. 

Lewin-VHI finds that, of the total $450 BILLION in cuts in the Medicare and Medicaid 
programs included in the GOP plan, about $92 BILLION would be shifted onto private 
payers in the form of higher charges. 

The study finds that the GOP plan would increase the health care premiums paid by the 
nation's employers by a total of $75.0 BILLION -- and that the employers would pass $66.0 
BILLION of these increased costs onto their workers in the form of reduced wages. In 
addition, the worker contributions for their health insurance would also increase by $6.4 
BILLION. These overall increased costs on workers of $72.4 BILLION equal about $1 ,000 
per covered worker over the next seven years. 

Following is a brief overview of the Lewin-VHI study. 

The GOP Medicare/Medicaid Plan 

The GOP budget plan calls for reducing funding for Medicare and Medicaid by a total of 
$450 BILLION over the next seven years. 

Since the details of how the GOP will achieve these $450 BILLION in savings are still a 
secret, Lewin-VHI had to develop an illustrative scenario of how the GOP savings would 
be achieved. 

For the Medicare plan, in developing its illustrative scenario, Lewin-VHI assumed that the 
GOP Medicare savings would include $120 BILLION from cutting payments to hospitals, 
$90 BILLION from cutting payments to doctors, $50 BILLION from assuming savings for 
enrolling more seniors in managed care, and $20 BILLION from increasing beneficiary 
costs. 
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For the Medicaid plan, in developing its illustrative scenario, Lewin-VHI assumed the GOP 
Medicaid savings would include $63 BILLION from . cutting payments to hospitals, 
$24 BILLION from cutting payments to doctors, $56 BILLION from cutting payments for 
long-term care, and $27 BILLION from cutting payments for drugs and other personal care 
items. 

Thus, of the total $450 BILLION in Medicare and Medicaid savings in the GOP budget 
plan, Lewin-VHI estimated that $297 BILLION included cuts in payments to hospitals and 
doctors -- $210 BILLION in cuts in Medicare payments to hospitals and doctors and $87 
BILLION in cuts in Medicaid payments to hospitals and doctors. 

What experience has shown is that some portion of the $297 BILLION in cuts in payments 
to hospitals and doctors under Medicare and Medicaid is going to be passed on to privately 
insured persons in the form of higher charges through cost shifting. 

Evidence on Cost Shifting 

Cost shifting is the process whereby health care providers recover uncompensated care 
costs for the uninsured and payment shortfalls for Medicare and Medicaid enrollees in the 
form of higher charges to private payers. For example, hospital payment rates under 
public programs are on average about 10% below costs and the uninsured account for 
about $12.3 BILLION in uncompensated hospital care. These shortfalls are recovered at 
least in part by increasing charges to private payers as much as 20% above costs. 

Based on recent empirical studies, Lewin-VHI generally assumes that 40% of hospital 
payment shortfalls under the GOP plan would be passed onto private payers in the form 
of higher charges. Also based on recent empirical studies, Lewin-VHI generally assumes 
that 20% of doctor payment shortfalls under the GOP plan would be passed onto private 
payers in the form of higher charges. (Furthermore, Lewin-VHI assumes that, over the 
seven-year period, this cost-shifting will decline somewhat -- in response to increased 
selective contracting among hospitals and doctors.) 

As was seen above, Lewin-VHI estimated that, of the total $450 BILLION reduction in 
Medicare and Medicaid spending in the GOP plan, payments to hospitals and physicians 
would be reduced by $297 BILLION. Lewin-VHI estimates that, in response to th is. 
hospitals and doctors would shift about $91 .6 BILLION -- or 31 % -- of the $297 BILLION 
in payment reductions to those with private insurance. 

Overall Effects of Cost Shifting 

According to Lewin-VHI , the $91.6 BILLION in cost-shifting would result in substantial 
increases in health insurance premiums. over the seven-year period -- affecting all 
purchasers of private insurance, including employers and individuals. 

Of this $91 .6 BILLION in cost shifting, Lewin-VHI finds that employers would pay $75 
BILLION more in premiums, employees would contribute $6.4 BILLION more, and 
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individuals who buy their own insurance would pay $10.2 BILLION more. 

Impact on Workers of Cost Shifting 

Empirical evidence indicates that employers are likely to pass on· much of the increase in 
employer premium costs to employees in the form of reduced wages. Employers are 
typically limited in what they can charge in the marketplace, necessitating changes in other 
compensation costs as employer premiums increase. Based on a review of the literature, 
Lewin-VHI assumes that, on average, 88% of the change in employer costs under these 
reforms would be passed on to workers in the form of lost wage growth. 

Under these assumptions, about $66.0 BILLION of the $75.0 BILLION increase in 
employer costs due to cost shifting would be passed on to workers in the form of lost wage 
growth. This wage loss is in addition to the $6.4 BILLION increase in employee premium 
contributions resulting from higher private insurance premiums. Overall , the amount of the 
cost shift passed on to workers would be $72.4 BILLION -- including lost wage growth and 
higher employee premium contributions. 

The cost shift to workers would equal approximately $1,000 per coveredworker over the 
seven-year period. 

On average, according to the study, such cost shifting will reduce employees' anticipated 
wage increases by 2. 7%. But lower-wage workers are likely to be hit hardest -- losing 
more tban 10% of the wage hikes they might otherwise h~a"e received. 

Impact on Insurance Coverage 

Furthermore, health care coverage is likely to decline among firms that see an increase in 
premiums as a result of this increased cost shifting. The number of people without 
insurance at any given point of time is currently estimated to be up to 41.2 million people. 
According to Lewin-VHI, once fully implemented, these budget cuts would increase the 
number of uninsured by about 523,000 persons in 2002. This includes about 278,000 
workers whose employer would discontinue coverage and about 245,000 dependents of 
these workers. 

Conclusion 

Finally, Lewin-VHI concludes by noting that ultimately, American families will pay for this 
cost shift. First, providers will shift the payment shortfalls occurring under the GOP plan 
to their privately insured patients. Then, employers -- who pay the bulk of private 
insurance premiums -- will pass on the cost of their increased premiums to workers in the 
form of reduced wage growth and increased employee contributions. As noted above, 
Lewin-VHI estimates that the proposed Meqicare and Medicaid budget cuts are expected 
to increase real health expenditures for workers by $72.4 BILLION over the seven-year 
period. 
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