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Welfare reform provides States with great flexibility to ensure thet welfare is a transitional
system, rather than a way of life. Along with this new authority and flexibility, the new statute
holds states more accountable for program performance. It includes a variety of pro;risions
designed to ensure that states are moving people from welfare to work: penalties, performance-

based funding, data collection and reporting, and research and evaluation.

On January 31, 1 _997. because of many states' requests for clarifications, we issued preliminary
guidance concerning scvc;b.l issues of immediate concemn, most notably the definition of which
state expenditures count toward maintenance-of-effort. The guidance also addresses the
definitions of "assistance,” a key term in determihing which expcnditufcs are covered by certain
rules, and "eligible families,” a key term in determining which state resources count as

maintenance-of-effort.

The Clinton Administration is committed to an effective implementation of this historic welfare
reform law ihat transforms the welfare system lhto one with tough work requirements.- We have
a great deal of confidence in the states, and we believe that they will use the flexibility in the law
to strengthen the focus on :work. At the same time, the Department will use all its administfativc
authority to prevent states from using their flexibility to undercut the intent of the statute. We
will. collect all the information we can on how the states are using their dollars and we will take

all the administrative actions in our power to ensure that state policies focus on work. We will

\\ also work with you and the Govemowwwmww
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publicly report our findings. - 9

! .
To ensure that we have critical informatiéon which will enable us
to determine whether the work and other legislative goals are
being achieved, we will propose a change to the statutory
provisions on data collection which will enable collection of
information on recipients served by separéte State programs that
are used as MOE. ' .

|
This guidance sets forth our best current|interpretation of the
statutory language on the fiscal and programmatic implications of
different program configurations. However, we would consider a
different interpretation in the final TANF regulation if we learn
that the work provisions are being undermined during this interim
period. :
Also, we strongly advise States to think carefully about the
risks to the long-term viability of their}TANF program if they
rely too extensively on separate State programs. Because States
cannot receive Contingency Funds unless their expenditures within
the TANF program are at 100 percent of historical State
expenditures, excessive State reliance on outside expenditures
for their TANF MOE may make access to Contingency Funds much more
difficult during economic downturns. {¥ANJ:;\

Finally, we intend to work with gress and the Governors in a
bipartisan fashion to ensure thdt each State’s overall work
effort meets that statute’s work participation requirements.
Specifically, we will seek/language making clear that calculation
of whether a State$ has met the applicable participation rate
shall take into account the State’s success in placing '
participants in both TANF and MOE program$ in work activities.

|
Child Support ;
In assessing the potential budgetary impaét of this bill,
Congress apparently did not envision major losses in the Federal
share of child support collections. We are advising States not
to set up separate State programs which retain what would
otherwise be the appropriate Federal shar¢ of child support

collections. !

!
In order to track State practices in thisl!area, as part of the
regulatory efforts proposed above, we will seek to incorporate
requirements for States to report child support information for
families in State MOE programs, as well as TANF. Likewise, in
our legislative proposal on data collectiin for recipients served
outside the TANF program, we will be aski?g for authority to

collect child support data. |

We also intend to work with the Governors!and the Congress to
identify approaches that will ensure that States do not use the
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Welfare

IV's the same way with welfare reform. When the President signed the Personal
Responasibility and Work Opportunity Reconciliation Act of 1996, he m;de it clear that
this wag the beginning -- not the end -- of welfare reformy.  He made it clear that we
all have a responsibility to come together and make this law work -- especially for our
children. And, he made it clear that this was an opportunity for us to cz-me a welfarc
system.that mquﬁes work, promotes parental responsibility, and protects children.

, Befwe wellav-e. refdma
v ’ . . R ( a. MR~
: . ’ircnl proud of the progress we've made together. thw;f’wc\%b ol
ekudyy—g-i«r?;3 states the flexibility they need to test innovative welfare strategies.

/
Paternity establishments havo gone up S0 percent since 1992. In 1996, we collected a

|
|
record of over $12 billion in child support payments. And the tough new provisions |

in the welfare law are projecied to increase child suppart enllectinns by an additional

$24 billion over 10 yeass,

The result? Because of the intensity of our efforts and becauss of the strength
of our economy, welfare rolls have gone down by 2.5 million -- that’s niore than 16
percent since the President took office, Moving people from welfare tn wark, enabling
them to support their fmnilica and paintain thelr Qd:pcudcni:c - (hut'y the goal upon
which all of us have always agreed. We ate committed to combining a.]i of the

laadership, talent and resourcas possible to implement ths new welfare law.
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Let me briefly give you & progress report on our implemcnta:ion of the new
Temporary Assistance for Needy Families (TANF) program, Although ststes h:::e'
until July 1597 to implement the TANF program, we bave elready given the green
light to 35 states (a3 of 1/29/97) to begin their roformy. HHS has provided guidance
Indlcating that States have fiexibility Ia designing their TANF programs, but at the
same time emphasizing the importance of moving families from welfare to work.

. At the Federal level, we are chalienging States to transform t;e very culture of
the system from a welfare program to a work program. We (uusl launch a natjonal
effort in every Staw and every comniunity to make sure there ars jobs for people
making the transition from welfare 10 wozrk. So they caa leave the welfarc rblls; they

wusl have opportunities not only to find jobs, but 1o keep them.,
-

r &Lx't\\'ou.f Mot dham g

Creating thesc opportunities will take & commiunent from business and labor,
frbm‘c'hm{na;:omuniﬁes, from officials at the federal, state, and locel levels.
And, it will take the bipuﬁsan. Congressional spirit that brought us this far ~ and must |
continue 10 carry us down the road to success.

_ new’
That is why the DPresident’s FY 98 budget containy uwmpnhvn;he’:-’clfue w0

work initiative. The President's proposal will help States and cities create new jobs,
prepare individuals for them, ard provide employers with incentives to create new job

opportunities fuc lung-lorm welfare recipients.

24

0T/¢ ' W SNIYSYH:KOYd NYOYY YNHTH:OL 6€:60 L66T-0T-43d



Tn G—et‘i‘@
V 4
The President’s welfare to worl/Investments includes a §3 billion Jobs
Clullenge designed 10 move a mijlion of the hardest to employ welfare recipi;n:imo
. It expands access to credit and enhances employer

incentives to help long-pérm welfarc recipicats,

This is an excitng initiative in which many departments and agencics -~ the
departments of Trea&ury, Labor, Transportation, HUD, and others -- have joined

together to further the President’s firm commitment to meke welfare reform a reality.

At HHS, wc will be using all the means at our dispusal v help familles g0 10 work

- and become self-sufficiant.

As [ indlcated earli¢r, the hallmark of this weltare law {s the broad flexibility it
glves states to design innovative reforms that address their unique challenges. We are
confident that States will usc this considerable new [lexibility und the President’s new

initiatives to strengthen their focus on work as well,

We will be monjtoring state performance and, pursuant to the statute, renking
them accordingly. We will he identifying and studying the high performers and the
low performers, wacking child poverty, und providing #n overall assesgnent of the

legislation’s impact on children and families.

25
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INSERT A (replaces paragraph at top of p. 25)

To help welfare recipients move from welfare to work, and to help communitics help
them do so, the President proposes two new initiatives: A WelIlire-to-Wd}k Jobs Initiativc to
help States and citics create job opportunitics for the hardest-to-cmploy welfare recipients; and a
greatly enhanced Work Opportunities Tax Credit to provide powerful new private-sector
[inancial incentives to create jobs for long-term welfare recipients.

‘The Welfare-to-Work Jobs initiative would provide $3 billion in mandatory funding
over hree years for job creation and placement to move a million of the hitrdest-to—employ
wellare recipicnts into lasting jobs by the year 2000. We will encourage States and citics to usc
voucher-like arrangements as they deploy these funds, to empower individuals with the tools and
choiccs to help them get jobs and keep them.

Undecr the enriched Work Opportunities Tax Credit for hiring long-term welfare
tecipicnts, cmployers could claim a tax credit of 50 percent of the first $10,000 in wages paid to
these hires. For the purpose of determining the amount of the credit, wages may include the cost

of training, medical insurance, and child care.
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\work for everyone who is able to work. ( (Q QJ\/\,@AB

A\Q\Our Dcpamnent has proposed a number of technical and conformmg changes to the
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We will look closely gt how states comply with some key statutory

requirements, including child support enforcerment, work participation rates,

maintsnance of effort, and data reporting,

We also will assume major new responsibilities for compiling and
disseminating information. As the number of options contlnucs to grow, states will
nedd better information about these options, and the Congress will need better

information to assess how effectively federal funds are usad.

| know that several members of Congress have suggested a wait-and-see
approach to the new welfaze systen-jey adviso thot staw Implementation should be /]

carefully reviewed before undenaking major policy changss to tht TANF pyogram.

TANF program that I believe maintain the spirit and iulent of its policies.

Our Administration belicves that welfare reform has always been «- and must
elways remein -~ 8 bipartisan issue. But, just as we camo together to make work and
responsibility the law of the land, we helieva it is time to come togethar aguin to

;ﬁ/ ure that the centerpicoo of welfare reforin remuiny « real effort designcd to find /

<t
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Ingect @ .
v The President’s FY 1998 budget makes good on his promisc to correct

provisions that were included to save money, and which burden States and puni;l; '

children and the disabled who cannot wotk. We are pleased that the governors, in a
NGA resolution last week, agroéd - We must pot balance ths budge! on the backs of

States or legal immigrants,

Maolicar 4
Our budget would Testore safety net of SSI end Feed-sumpﬂ’ for legal

~extend from five to seven years the time period in which refugees are eUglble for

assistance after they enter the U.S, -~ so that they have enovgh time to overcome the

Chz2ens

hardships they have faced and to become solf susfieient. And it would delay the Food

Stemp ban on legul immigrants bﬁ-mouﬂasuw.l:\' [ Jho 2ud h-‘B FYl9a+F
n cveled 4o cave WAL

Jert (& )

/H7 [ verall, our proposals swengthen our commitment to a new welfure system
focused on work and responsibility while eddressing the concerns of State and local
officials and rectnrmg benefits to those who can’t work - pastioularly children and the
disabled. We must give ull Americans a hand-up and get on with the real busmess

before us; rcfonmng our welfare system together.

M. Chairman, the budget I ha'v;e discussed todsy discards tited old solutions

and meets our challenges creatively and cooperatively. It balances the budget,

without abandoning our values und commitments.
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When the President signed the Wdhje Reform bill he made clear his disappointment with the
harsh benefits to immigrants provisions in the bill. "Ihc President stated:

“My Administration supports holding sponsors who bring immigrants into this
country more responsible for their well-being. Legal immigrants and their
children, however, should not be penalized if thcy become dlsablcd and require
mcdical assistance through no fault of their own.’
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Tn addition, under our budget, disabled children who are currently eligible for Mcdicaid because
they ave receiving SSI benelits will be able to retain their Medicaid coverage -- even if they losc
their SSI benefits as a result of the tightened definition of childhood disability for that program in
the welfarc reform bill. Under this proposal, the families of these needy disabled children will be
assured that medical assistance will continue to be provided.
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It mekes tough choices and shows tough management.

Now we must act upon it.

Because, just like the past when we faced down diseases and tyranny, futurc

gonerations will fook back on today,

The question is, whether they will see a nation thzt put aside politics und curne

together 1o protect the health of its citizens in the 21st century.

The answer is up t0 us. Thunk you,

28
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‘elfare .

IU's the same way with welfare reform. When the President signed the Personal
Responsibility and Work Opportunity Reconciliation Act of 1996, he made it clear that

this was the beginuing -- not the end -- of welfare reform.  He made it clear that we

all have a responsibility to come together and make this law work -- especially for our

children. And, he made it clear that this was an opportunity for us to "i“‘“ o welfare
system that requires work, promotes parental responsibility, and protects children.

| Before welfave. reddm

" . W . 2 ¢ ams

3o 4;:1, proud of the progress we’ve made together. Wlﬂt-ou.:-wwarf , wc\e,Lb A d

duidy—g-iwr?é states the flexibility they need to test innovative welfare strategies.

Paternity establishments have gone up 50 percent since 1992. In 1996, we collected

|
l
record of over $12 billion !n child support payments. And the tough new provisions |

in the welfare law are projected to increase child suppart eollectinns by an additional

$24 billion over 10 years,

The result? Because of the intensity of our efforts and because of the strength
of our economy, welfgre rolls have gone down by 2.5 million -~ that’s mare than 16
percent since tho President took office, Moving people from welfare tn wark, enabling
them to support their families aud maintain thelr indepeadcuce - but's the goal upon
which all of us have always agreed. We are committed to combining all of the

leadership, talent and resources possible to implement ths new welfare law.

23
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Let me briefly give you a progress report on our implemcntasion of the new |
Temporary Assistance for Needy Familles (TANF) program. Although ststes h:\ile' :
until July 1997 to implement the TANF program, we have already given the green
light to 35 states (as of 1/29/97) t» begin their cofusmy. HHS has provided guidance
indicating that States have fiexibility ia designing their TANF programs, but at the

same time emphasizing the importance of moving families from welfare to work.

. At the Federal level, we are chalienging States to ansform the very culture of
the system from a welfare program to a work program. Woe uust launch a national
effort in every Stawe and every community to make sure there ars jobs for people
making the transition from welfare 10 work. So they caa leave the welfarc rolls', they
wust have opportunities not only to find jobs, but 1o keep them.

r w?\(ou&' Mot dahmg |
Creating thesc opportunities will take a commitment from business and labor,
&Sm'vbuehes{naa:omum&es, from officialg at the federal, state, and local levels.
And, it will take the bipartican Congressional spirit thot brought us this far ~ and must |
continue 10 carry us down the road to success.

_ new

Thet is why the President’s T'Y 98 budget containy uwmpfehcnsh(:;lfa.re 10
work injtiative. The President’s proposal will help States and cities create new jobs,
prepare individuals for them, ard _pmvide. employers with incentives to creats new job

opportunities for lung-lerm welfars recipients,

24
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The President’s welfare to worlinvestments includes a §3 billion Jobs

Chellenge designed 10 move a mikion of the hardest to employ welfare recipicnt::i-nto
lasting jobs by the year 2000¢” It expands access to credit and enhances employer

incentives to hclp long-j4m welfarc recipients,

This is an exciting initiative in which many departments and agencics - the
departments of Trcmxy, Labor, Transportation, HUD, and others -« have joined
together to further the President’s firm commitment to make welface reform a reality.

At HHS, we will be using all the means at our dispual v help familles go to work

and become self-sufficiant.

AS I {ndicated earlier, the hallmark of this weitare law is the broad flexibility it
gives states to design innovative reforms that address their unique challenges. We are
confident that States will use this considerable new (exibility und the President’s naw

initiatives to strengthen their focus on work as well,

We will be monjtoring state performance and, pursuant to the statute, ranking
them accordingly. We will be identifying and studying the high performers and the
low performers, tracking child poverty, und providing an overall assessment of the

legislation’s impact on children and families.

25
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INSERT A (replaces paragraph at top of p. 25)

To help welfare recipients move {rom welfare to work, and to help communitics help
them do so, the President proposes {two new initiatives: A Welfare-to-Work Jobs Initiative to
help States and citics create job opportunitics for the hardest-to-cmploy wi:lfarc recipients; and a
greatly enhanced Work Opportunities Tax Credit to provide powerful new private-sector
financial incentives to create jobs for long-term welfare recipients.

‘The Welfare-to-Work Jobs initiative would provide $3 billion in mandatory funding
over three years for job creation and placement to move a million of the hardest-to-employ
welfare recipicnts into lasting jobs by the year 2000, We will encourage States and citics to usc
voucher-like arrangements as they deploy these funds, to empower individuals with the tools and
choicces to help them get jobs and keep them.

Undcr the enriched Work Opportunities Tax Credit for hiring long-term weltare
recipicnts, employers could claim a tax credit of 50 percent of the first $10,000 in wages paid o
these hires. For the purpose of determining the amount of the credit, wages may include the cost

of training, medical insurance, and child care.

I:\data\hhstest.212
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We will look closely at how stateg comply with some key statutory
requirements, including child support enforcement, work participation rates,

maintenance of effort, and data reporting.

We elso will assume major new responsibilities for compiling and
disseminating information. As the number of options continucs to grow, states will
need better information about these options, and the Congress will n'eedi better

information to assess how effectively federal funds are used.

| know that several members of Congress have suggested a wait-and-see
approach to the new welfaze systerr@‘ey advise that stawe lmplementation should be /]
carefully reviewed before unden;aking major policy changss to the TANF program,
Our Department has proposed a number of technical and conforming changes to the

TANF program that I believe maintain the spirit and iulent of iis policies.

Our Administration belicvos that welfare reform has always been «- and must
always remain -~ 2 bipanisan issue. But, just as we cams together to make work and
responsibility the law of the land, we helieva ir Is time to come together again to

z%'u/re that the centerpicoo of welfare reforn remuiny u real effort designed to find %

work for everyone who is able 1o work.
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Inget @ .
V The President’s FY 1998 budget makes good on hjs promisc to comrect
Provisions that were included to save money, and which burden States and pum;ﬁ '

children and the disabled who cannot work, We are pleased that the governors, in a

NGA resolution last week, agroed - we must not balance the budgel on the backs of

Stutes or legal immigrants,

ﬁ\qu(auL

Our budget would restore a safery et of §$1 and Feed-sm:npn’fo;le%/ta oAt
ut

| immigrant chﬂdren and for lcxal unrmgrams Who hecame severely disable dopIt kuld le/V

———

—— - —

“extend from ﬁve to seven years the time period in which reflugees are elIglbIe for

assistance after they enter the U.S, -- so that they have enough time to0 overcome the
. Chzens
hardships they have faced and 16 become tolfsuffielont. And it would delay the Food

Stamp ban on legul immigrants by-3-memtiel [ 4 ho. 0und b—‘l) F4tqa %

n ovelen o chv\e .mn,urrauﬁ mene. he. by nadwuc CLQl"é,L@

? {ij(g)vcnll ow proposals strengthen our commitment o0 & new welfure system
focused on work and responsibility while addressing the concerns of State and Jocal
officials and rectnnng benefits to t.hose who can’t work - particularly chﬂdrcn and the
disabled. We must give ull Amcncans 8 hand-up and get on with the real business

before us; rcformmg owr welfare system together,

Mt. Chairman, the budget [ have discussed today discards tired old sofutions

and meets our challanges creatively and cooperatively. It balances the budget,

without abandoning owr values und commitments.

The Noahae. shwd)ol pro fm’r iﬂﬁdﬁ-- iM”K-(Ta-w‘f&’ v
M ba/wu,uu, —_— F,w)dle ru(m;{fz(i W0 QAW AmLLTd MM
of The.,  Avmemc are. C Mu iy — — W—‘\Lu “ole, Sl Hb (LQ,Q

[l (LQ. UvR .

o Q%Wﬂ% il IM,u.u\ QH\&U‘_ p’Lﬁ,AQ wt CH A b/((,(,u, £ u..uu,u,s Ao

Litia . - SR A

0T/Ld W SNIUSYH WO¥d YNOLNOd ‘Q - ZBT:OL T#:60 L66T-0T-9Ad



Tusert JR\B/ ;

When the President signed the Welluare Reform bill he made clear his disappointment with the
harsh benelits to immigrants provisions in the bill. ‘The President stated:

“My Administration supports holding sponsors who bring immigrants into this
country more responsiblc for their well-being. Legal immigrants and their
children, however, should not be penalized if they become disabled and require
medical assistance through no fault of their own.”
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Tw addition, under our budget, disabled children who arc currently eligible for Mcdicaid because
they are receiving SSI benelits will be able to retain their Medicaid coverage -- even if they losc
their SST benelits as a result of the tightened definition of childhood disability for that program in
the welfare reform bill. Under this proposal, the lamilies of these needy disabled children will be
assured that medical assistance will continue to be provided.
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It mekes tough choices wnd shows tough management. S

Now we must act upon it,

Because, just like the nast when we faced down diseases and tyranny, futurc

gonerations will jock back on today,

The question is, whethes they will see a nation that put aside politics und cume

together 10 protect the health of it citizens in the 215t century.

The answer is up 10 uy, Thunk you,
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Mr. Chairman and members of the committes: Thank you for giving me the
opportunity to testify today about the President's Fiscal Year 1998 Budget proposal.
We in the Administration look forward 1o’ working clogely with you as we move

toward our shared goal of a balanced budget,

Someone once described America as “the only country deliberatcly founded on

8 good idea.”

That good \dea 1s “We the people,” and it hes emboldened our nation o face --

and avercome, -- great challengs with courage and unity.

In the 1940s, we faced a broken and conquered Europe, but we summoned the

will to fight and win -- and saved the world from tyranny.

In the 50s, we faced the terrihle seourge of polio. But children contributed
their dimes, and America's best scientisis dedicated thelr lives to finding a vaccine.

And we found one.

And, in the 1960s, we faced & Soviet Union that had taken the lead in the race
for epace. But, Prasident Kennedy issued a challenge 10 Iand an American on the

moon by the end of the devade. We did, and no country has domne it since.
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What do ell of these triumphs have in common? They came during times of

great social and political change. But with a deep sense of urgency, Americans put
aside partisan differences, answered the call to unity, and achieved a critical national

goal. Today, we must do the same.

Because today, we face another great challenge: At a time when wo have
fewer resources, & population that is rapi&ly aging, and, a deficit that while much
improved, still plagues us, we must come together sgain: This time to balance the
budget and truly reform Medicare, Medionld, and welfere, while still keeping our

promiges to the citizens we serve.

MEDICARE

For more than thirty years, Medicare hes provided a blunket of health securlty
for older Americans and people with disabjlitles. It has helped lift a generation of
senior cltizens vut of poﬁerty and into the middle class. It has hclpcd change what it
means to be old in Americe; what it meaﬁs 10 be sick in America; what it means to
be disabled in Americn. And it has often served as & fault line between a life of

comtort and good health and a life of struggle and Ulness.
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The gift that Medicare has given to those who came beforc us must be

preserved for those who come after us -- for our children and our grandchildren, for

every generation. That is our moral responsibility.

But you and [ know that Medicare now faces & short-term and a long-term
orisis -- o crisis that demands action. For nearly four ycars, we have been unable to
oome .to a consensus on the bcsl. way to preserve Medicare and improve it for the
foture. The President has made It clear that he wan‘ts to work with the Congress to

make this the year. of bipartisan agreement on this vital program.

In this budget, the President has reached out to the congrossional majority by
offering a plan to ;neet them haltway. His Medicare proposals will extend the life of
the Hospital Insurance Trust Fund into 2007, ten years from today. I have with me
today a letter from the independent chief actuary of the Medicare program that verifies

that fact. T will be hsppy to submit it for the record.

The President’s plan contributes $100 billion to the five-year balanced budget,

which corresponds to $138 billion over six years.

And we do that by maintaining a system that guarantees access to a defined set

of services rather than crcating a defined contribution pes beneficiary.
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These proposals azc made in good faith and are based on sound polioy. They
make sense for both the Medicare program and its beneficiaries. Our savings are
sooreable. There are no gimmicks. I ask for your careful consideration of our

proposals, and for your partaership 1o enact them.

But Medicare reform is not and cannot be simply an exercise in number
crunching. The actions we take this year to preserve the Medicare trust fund also must
prepare Medicare for the future. Not many of us would drive cross country in a car
that’s more than 30 years old. Likewlse, we can’t move int the next ventury with a

health insurance program built in 1965, That's why to preserve Medicare, we must
modemnize it. This modernization requires us to do six things:
First, we muet add new benefits to reflect developments in today's science.

Second, we muqt add new choices to compete with today’s private market.

Third, we must make Medicare & more prudent pwchaser of health care

services.

Fourth, we must strengthen our rural health care system,

Fifth, we must protect beneficiaries.

P. 8/32
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And sixth, we must continue 10 toot out waste, fraud, and abuse so that we

spend our hard-earned tax dollars wisely and effectively.

New Bspefies

The Medicare benofit packego has remained relatively unchanged since 1965.
But our science has pot. From decades of research, we know that preventive services
not only can gave money, but also can save lives. Now we're putting our money
where our sclence'is. 1 am very pleased by (he bipariisan suppost for expansion of the

Medicare benefit package. The President’s plan will cover the following:

. To eliminate economic barriers to mammography, we include an annual

mammogram for Medicare beneficiaries. We also will waive the Part B

deductible 'and coinsurance for both screening and diugnostic mammograms.

. To save llves, we want to provide annual screening to deteot signs of colon
Cancer.
. Because better management of diabetes leads to beiter heulth, we include

monltoring of blood ghivose levels and outpatient self-management training for

disbetics.
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. To jmpruve access o adult vaccinations end help scniors avoid serious aad
sometimes deadly illnesses, we would increase provider payments for vaccines
agoinst pneumenia, influenza, and Hepatitis B and waive patient cost-sharing

for the hepatitis B vaccine,

’ And, finelly, to offer some relicf for the families who arc primary caseglvers of
a relative with Alzheimer’s disease, we would provide a new respite care

benefit of 32 hours per beneflclary per year.

New Chojces

When it comes to health care for older Americans «» 0r any Americans for that
matter -- thore can be 1o conflicts between choice and quality. We need both. We are
proud of our record of increasing choice for Medicare beneficiaries while continuing to
protect the quality of care. Since 1993 the numher of beneficiaries in managed care
has increased by 108 percent and is rising sl & fuw of 80,000 per month, Today,
approximately 13 percent of our Medicare beneficiarles -- about § million -- are

enrolled in managed carc plans. And that number is growing by 80,000 every month.

The President’s budget continues this pragress by adding new choices to
Medicare plans. We will include preferred provider orgenizations or PPOs, which

offer patients a greater ability to choose their doctors and other providers. And we
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will offer beneficlarles the chance to ensoll in provider sponsored organizations or
PSOs, offered by hospitals and physicians under integrated arrangements that we hope

will improve care and reduce oost.

At the same time, to promote real and informed choice among health plans,
Medicare will establish coordinated annual open enrollment periods as well as

additional enrollment opportunities to subscribe to managed care and Medigap plans.

To make rure that choice is real and that beneficiaries who choose managed
care have an open door to go back to fee-for-service, if they so choose, we will
prohibit Medigap insurers from imposing pre-existing condition waiting periods when
beneficiaries initially enroll or any time they switch plans. In sddition, Medicare will

establish continuods Part B enrollment oppontunities for beneficlaries.
Quality Protestion

We also will institute a series of reforms to further improve the quality of care
provided to all citjzens who rely upon Medicare. We will adopt a new, integrated
quality management system for Medicare and Medicald. Traditionally, HCFA has
executed yuality reluted requircments focusing on cach provider entity individually.

We will also collect and disclose more of our survey data on safety, quality of care,
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and program integrity so that citizens can have bettcr comparetive information on plans
-and providers. And we will replace the so-called 50-50 rule for managed care plans
with more modern quality measures. Protecting and improving health, and increasing

satisfaction with the care received are the goals of the program.

Erudent Eurchasing

Finally, Mr. Chairmen, it Is imperative that Medicare -- which is the largest
purchaser of health care services Ln our natlon - be a more prudent purchaser.
Unfortunately, in too many casss, because of limitations in the law Medicare is now
paying the highest price in the market for certain drugs, lab scrviocs and dureble
medical squipment when, given the volume of beneficiaries, we ghould be peying one
of the lowest. From managed care premiums to medical devices, the reforms we
propose will make sure that Medicare isn't paying retall while everyone olse is paying

wholesale,

These proposals are sound health policy and they require a ghared burden.
They will result in a slo%r rate of growth in Medicare spending and ensure that
Medicare is paying & competitive price for the services it buys. The savings that these
proposals generate are spread across all providers of health care and are focused, as

they should be, on those arcas where growth is the greatest.
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Mansged Care. Experts agree that Medicare's payment methodology for
managed care, which was created in 1982, results in serious overpayments for services.
For example, under contract to HCFA, Mathematica Policy Research, Incorporated
came to such a conclusion with its 1993 review of the Medjoare Risk Program. Both
the Physician Payment Review Commission and HCFA studles indicate that Medicare
should be paying managed care plans at a rate between 88 and 90 percent of foo-for-
service costs. At the same time, however, peyments to many smaller, rural plans are

100 low and are failing tn attract much market interest.

The President's budget also includes reforms to rﬁovc us to & befter, more
competitive system of paying for managed care. Through owr Medioare Choices
demonstration, we are experimenting witﬁ competitive bidding and we are working on
risk adjusters to HMO payments ta connter salection hias. We expect to have a
proposal for a new risk adjusted psyment methodology a5 saly us 1999, with phase-in

of new payments beginning as early as 2001,

To curb co";;t-growth, we recommend three interim and important changes in
Medicare payments for managed' care plans. Flm,l we propose to carve out from the
payment methodology those funds that ate intended t'b cover the cost of direct and
indirect graduate rﬁed.ical education and payments to disproportionate share hospitals.

We will pay these flnds directly to hogpitals on behalf of managed care enrolless.
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Second, we will gradually reduce the regiona! variation In payments to
managed care plans and create 8 payment floor for plans in rural counties to encourage

enrollment in mansged care plans.

And, third, we propose to reduce the Medicare payment from 95 percent of the
average adjusted per capita 0ost or AAPCC to 90 percent. However, to give plans o
sufficient amount of time to adjust to these new payment levels, we would not begin

this policy uatil 2000,

Hospital payments. We propose a seties of Medicare hospital payment
changes to safeguard the program and to reflect market changes. Under the
President’s budget, the hospital payment update will be reduced by one pcrcentagc
point. every year from fiscal year 1998 through 2002 to reflsct increases in haspital

productivity and cfficiency.

We also will propose to count as transfors, not discharges, hospitalizations that
result in 8 patient using post acute services such as skilled nursing facility or

rehabilitation hospital care for the final stages of their treatmen.

Home health care. Home health care is one of the fastest growing

components of Madicare. The share of total Medicare Part A spending devoted to

home health care has grown from 2.2 percent in 1980 10 8.5 percent {n 1995. In 1984,

19
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1.2 million Medleaze beneficiaries used 31 millien home health visits. By 1994, the
number of beneflclaries had grown to 3.2 million and the number of visits had

increased to 209 million.

We know that this growth has its roots in changes in medical practices and
technology, in the expansion of the benefit, and in our current relmbursement system,
which can contribute to overpayment and abusive practices. And we know that we

must reduca the rate of growth in Medicere home health spending and keep it under

control. Aad, thal’s what our.reforms will help us do.

We will immediately revise our cost limits to cstablish & set of {nterim limits

that will curb excessive spending and institute a2 new per-beneficiary payment limit for

each home health agency.

We will implement a new prospective payment system for home health services
in 1999, This system, which has been recommended by experts to control spending,

will reduce incentives for overutilization.

We will eliminate periodic interim payments for hore health agencies,

originally established as an incentive for new agencies to serve Medicare patients,

With 100 new agenoies joining Medicare each month, this incentive clearly is no

longer necessary.

11
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In addition, we will pay for home health services based on where the service is
delivered. Frankly, many sgencies are taking advanmiage of a loophole by locating their
billing offices in expensive urban areas to take advantage of higher prevailing
payments, rcgardless of where services are actually rendered. We will close that

loophale.

Along with our strategy to control home health spending, we propose 10
reassign payment for home health services that are not assaciated with post-hospital
recovery from Pait A to Part B. This Is a deflclt neuual proposal and Is not counied
in our overall Medicare savings number. We would limis Pert A holme health
coverage to the first 100 visits following a 3-day hospital stay which would continue
to be 'covered under Part A, just as this part of the program covers 100 days of skilled
nursing cara foliowing hospitalization. BRut, visits heyand 100, and those not fn'llnwiﬁg
u 3-duy hovpital stay, would be paid under Part B, along with other outpatient services.

(

This return of non-post-hospital visits to Part B -- Medicare policy prior to
1980 -- makes the home health benefit consistenr with tha original intent of the
Medicare statule and its division of services between Part A and Part B. It xclicves the
Part A trust fund of the responsibility for financing care that doesn't belong there,
thereby significantly extending the life of the trust fund. And it achieves these goals

without subjecting beneficiaries to increases in premiums and cosi-sharing.

12
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Boneficisry Centersd Purchasing. To becoms a more prudent purchaser of
other health services, our plan gives the Secretary payment authorities 10 secure better
dealr for Medicare and the citizens it serves. From satting payments based on
competiuve bidding to selectively paying centers of excellence a single rate for ell
services assocjated with a specific diagnosis, these -- and our other purchasing reforms
-- will help us economize, modernize, and create & Modicare program thai will not

only survive, bur thrive, to serve every generation.

Rurul Hexlth

The Administration continues to promote Modicare reforms that srengthen

health care in rurai America.

For example, our plan would expund the Rural Primary Care Hospitel Program
1o al] 50 states, It would update the payment for sole community hospitals, improve

tho rural referral oenter program, and reinstate the Medicare Dependent Hospital

program 1o providé resources to those rural hospitals that need it most.

13
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Protect Beneficiaries

We belleve wa can balance the budget, preserve the Medicare Trust Fund and
modernize Medicere for the 215( century. while siill protecting our beneficiaries. And

we must protect our beneficiaries.

‘Lhe fact is, more than three-fourths of seniors have incomes of $25,000 or less.

They cannot afford to shoulder a greater share in premiums or in cost sharing. We
believe that balance billing limits must protect all beneficiaries; regardless of which

Medicare coverage option they choose.

Our plan proposes Medigap reforms to assure portability, protect against pre-

existing condition limits, and provide equitable and affordable premium rates.

It keeps Part B premiums at 25 percont of program costs. This division of
costs, first enacted in the Tax Equity and Fiscal Responsibility Act of 1982, has
protected beneficiaries while ensuring that the cost of Part B is shared by those who
use it. As noted, the plan creates &n opportunity for continuous Medicare Part B

enrollment.

For hospital outpatient servioes, it brings the patient co-insurance rate down

from about 50 'percent to the 20 percent charged for most other Part B services.

14
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And, it ensures that managed care plans pay for emergency servioes when a

“prudent layperson” would have reasonably believed they were necessary.
Uightiog Frand sad Abuse .

Modernizing Medicare for the 21st century also requires climineting the fraud
and abuse that robs our health care system and our taxpayers, Since | took oftice a
little more than four years agn, T have made this a top priority by setting a policy of

"zero tolerance” for health care fraud and abusc.

Just two years ago, the President and 1 unveilad a pilot project called
"Operation Restore Trust" to target our ant-fraud efforts 10 fight fraud and abuse in 5
key states. We have significantly increased the resources of our Inepector General and
have strengthened owr payment revicws wing technology o prevent fraud, and to

detect it when it oécm.

And, it’s paid off. We estimate that every dollar we invest in our anti-fraud
effort yields $10 dollars in savings for the American people. In fact, just last month,
Inspector Geaeral June Brown reported it “Lubycen,” her invostigation of puyment

fraud by independent clinical lebs, will net the Medicare program over $800 million in

recoveries and penalties by the end of this month.

13
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We intend to maintain and intensify these efforts. 1 will be submitting to
Congress in the Spring a fraud and abuse bill that will erable us to strengthen the
identification and enrollment pracedure to ensure that only legitimate providers bill
Medicare. In this budget bill, we include provisions w0 prevent home health agencies
from using a loophole in the current reimbursement system o bill a higher urban rate
for service provided in rural areas. We will require insurers to reject insurance
coverage so that Medicare does not pay iriappropriately for beneficiaries covered by
private insurance. 5W¢.e wonld repeal the anti-kickback exemption for managed care
plans, enacted last year and scored by the Congressional Budgetl Offive us u

considerable cost ta the Medicare program. And we propose to reinstate the

requirement that providers use reasonable diligence when submitting aocurate claims to
Medicare. Finally, we will strengthen our ombudsman funotion in the States, building

a cadre of elderly volunteers.
MEDICAID

Mr. Chairmian, I'd like, now, to turn to' Medicaid. The President's budget
strengthens the Medicaid program -- so that we can hetter reach the vulnerable
Aumericaus it is chigncd w serve, Our plan conuols the costs of Medicaid aud gives
new flexibility to the states, without compromising the Federal guarantee of coverage
for low-income children, pregnant women, frail senior citizent, and persons with

disabitites.

16
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We should all be proud that growth in Medicaid spending has doclined
significantly over the past two years, CBO's baseline projects five-year Medicaid
spending to be more than $80 hillion lower than projected just a year ago for the same
period.  The President’s budget ensures (hat the success we have achieved with our

State partners will continue.

Our plan saves, on net, about $% billion over five years. Total savings are.
about $22 billion: roughly two-thirds from a reduction in disproportionate chare
hospital DSH payrocats und roughly one-third from the per capita cap. At the same
time, the President’s plan invests $13 billion In improvements to Medicaid including
health initiatives to expand coverage for children, changes to last year’s welfare reform

law, and new policies to help people with dissbilities return to work.

Per Capita Cap

Let me take & minute to explain our per capita cap. Under the President’s
proposal, the Federal government will continue 10 match state Medicaid spending for
each individual enrolled. In this way, there is absolulely nu incentive for states Lo

deny coverage to a needy individual or family.

17
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Under the per capita cap, the Federa] government will establish a baseline of
spending for four categories of beneficiaries: aged, disabled, adults in families with
children, and children. Maximum Federal matching expenditures will then be
esteblished for esch slute bused on per person spending, the number of beneficiaries,
and the current Federal matching rate. The Federal government would only match
expenditures up 10 a State's total allowable limit. States will have flexibility to use
savings from one group to support expenditures for other groups or to expand benetits

or coverage.

Not all Medicaid spending would be subject 1o the per capita cap. Spendirg
for state fraud mnﬁol units, DSH payments, Medicare premiums and cost sharing,
payments to Indian Health Servioe and other Indian health providers, and the Vaccines
for Children program would be excluded Administrative costs would be included in

the base year calculation,

Let me be clear;  This por capita cap is neither a block grant nor @ cost shift
to the States -- it's @ sensible way to make sure that the people who need Medicaid are
able to receive it. When economic downturns occur, population growth and other
factors cause Mediceid enrollment to expand, aggregate spending will grow as well.

This budget keeps our promise of health care to our moat vulnerable citizens, but it

docs 30 in a smart, rosponsible way.

18
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How will we help states keep spending within these per capita limits? The
President’s budget includes a series of reforms that incrcase state flexibility by

throwing away mountains of red tape anc regnletions. For example:

We would repeal the Boren amendment for hospitals and aursing homes and establish

a publie notice process for dstermihing thoss reimbursement rates.

We allow states to expand Mediosid coverage to new groups and to enroll

beneficiaries in Managed Care without waivers.

. We eliminate the tequirement for cost-based payments for health clinics and

creatc 8 new pool for supplemental paymeuts to those clinics that may be

adversely affected by this policy.

o We replace the 75/2§ enrollment composition rule for Mediceid managed care

plans with new quality data standardg.

J We give States the option of extending Medicaid health care and long term
services coverage to workers with disabilitles, thus removing a mnajor bastier to

employment faced by Americans with disabilities.

19
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We eliminate the detailed requirements for state claims processing and

informatlon retricval systems.

DSH Payment Reform

In addition to the per cupile cup with enhanced state flexibility, federal DSH
payments will be reduced and retargeted to safety net hospitals and other essential

community providers.

Medicaid DSH spending doubled each year from 1988 to 1993. Although this
rapid growth has slowed -- thanks to bipartisan laws enacted In 1991 and 1993 to
place stricter limits on growth in the DSH program -- today’s DSH program is still too
large and is often inconsistently distributed among States and is not always focused on

safety net pmviderst.

20
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Covering Children

Mr. Chairman, I know' that all of the membars of this Committee agres that the
tragedy of some 10 million American children without health insurance demands

bipartisan action. The vast majority of these children live in families where parents

work hard and play by the rules.

We believe that situation ls unecceptable for a great nution. No working parent
should have Lo live with the fear that his or her children will become sick or hun one

day -- and there will be nowhere to take them to ease the pain.

Our goal s to cut the number of uninsured children by up to $ million over the

next five years. And, the President's budget takes important steps to help us do just

that.

Tirst, we will give states the option to allow 12 months of continuous Medicaid
coverage for all children who are eligible. By stopping the chumihg of children in
and out of Medicaid, we can provide stable coverage for children and better continulty

of services. We estimate this change will help oue million children annually.

Sccond, the Department will work closely with the states to enroll at least 1.6

million of the estimated three million children who are eligible for Medicaid 1oday but

21
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who, for a variety of reasons, are not enrolled. Wa are committed to working in a

blpastisan manner with the nation’s governors 1o make this a reality.

Third, we éxpcct States to enroll an additional 250,000 low-income children in
each of the next four years as part of the phased-in expansion of coverage to children

hetween the ages of 14 and 18 under current law,

Fourth, the President’s Healthy Working Families initiative, which provides up
to six months of premium assistance to workers between jobs, is expected to add

another 700,000 children to the private-sector insurance rolls.

And fifth, we will make avaflable (o the states $750 million annually 1o support
innovative programs designed to purchase private insurance for an estimated one
million uninsured children in familics that receive neither Medicald nor cinployer-

sponsored insurance.

M. Chalrman, let me say that we view these proposals as a package. ‘Lhey
will dramatically reduce the number of uninsured children in America, theraby
improving thoir health and their parents’ picce of mind. And, they will create an
aftordable Medicaid program that fulfills the promises we have made to our most

vulnerable citizens.

22
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Welfare

11’3 the same way with wolfare reform. When the President signed the Personal
Responsibility and Work Opportunity Reconciliatinn. Act of 1996, he made it clear that
this was the baginalng -- not the end -- of welfarc reform.  He mads it clear that we
all have a responsibility to come together end make this law work -- especially for our
children. And, he made it clear that this was an opportunity for us to crente a welfarc

system that requires work, promotes parental responsibility, and protects children.

I'm proud of the progross we've made together. With owr waivers, we've
already given 43 states the flexibility they need to test innovative welfare strategies.
Paternity establishments have gone up S0 percent sincs 1993, In 1996, we collected a
record of over $12 billfon In child support payments. And the tough new provisions
in the welfare law are projecied to increass child support collections by an additional

$24 billion over 10 years.

The result? Because of the intensity of our afforts and besause of the strength
of our economy, welfare rolls have gone down by 2.5 million - that's more than 16
percent since the President took office. Moving pesple from welfare tn wark, enabling

them to support their famnilies and ipalntain thelr Independence -- tut's the goul upon
which all of us have always agreed. We are committed 10 combining all of the

leadership, talent and resources possible to implement the new welfare law,
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Let me briefly give you a progress report on our implementation of the new
Terporary Assistance for Needy Fainilies (TANF) program. Although states have
until July 1997 to implement the TANF program, we have already given the greon
light to 35 states (as of 1/29/97) to begin their reforms. HHS has provided guidance
Indicating that States have fiexibility in designing their TANF programs, but at the

same time emphasizing the importance of moving families from welfare to work.

At the Federal level, we are challenging States to transform the very culture of
the system from a welfarc program 1o a work prograi. We suust luunch a national
effort in every State and every comnunity to make sure there are jobs for people
making the transition from welfare 10 work. So they can leave the welfarc rolls, they

wust have opportunities not only to find jobs, but 16 keep them.

Creating thosc opportunities will take a commlunent from business and labor,
from churches and communities, from officials at the federal, state. and locel levels.
And, it will take the bipartisan Congressiona] spirit that brought us this far - and must

continue 10 carry us down the roed 10 success.

“That is why the ['resident’s TY 98 budget contaius u comprehcns'i\?c welfare 10

work initiative. The President’s proposal will help States and cities create new jobs,
prepare individuals for them, and provide employers with incentives to create new job

oppurtwnitios for lung-tern welfare recipients,
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The President’s welfare to work investments inoludes a $3 billion Jobs
Chaullonge designed 10 move a million of the hardest to employ welfare recipients into
lasting jobs by the year 2000. It expands access to credit and enhancas smployer

inoentives to help long-term welfare recipients,

This is an exciting initiative in whioh.x.nnny departments and egencics -- the
departments of Treesury, Labos, Transportation, HUD, aﬁd others -- have joined
together to further the President’s firm commitment to meake welfare reform a reality.
At HHS, we will be using all the means l;.t our disposal 1w help families go o work

and become self-sufficient,

As [ indicated earlier, the hallmark of this weltare law is the broad flexibility it
gives states to design innovative reforms that address their unique challenges. We are
confident that States will use this considerable acw Nexibility und the President’s new

initiatives to strengthen thelr focus on work as well.

We will be monitoring state performance and, puxéuant to the statute, ranking
them eccordingly. We will he identifying and studying the high performers and the
low performers, tracking child poverty, wid Providing an overall assessment of the

legislarion’s impact on children and families.
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We will look closely at how states comply with some key statutory
requirementy, including child support enforcement, WOk participation rates,

maintenance of effort, and data reporting.

We also will assume major new responsibilities for compiling and
disseminating information. As the number of options continucs to grow, states will
need better {nformetion about these options, and the Congress will riced better

information to assess how effectively federal funds are used.

/‘J
e

1 know that several members of Congress have suggested a wait-and-see
approech to the new welfare gystern, they advise that state implcmentation should be
carefully reviewed before undertaking major policy changes to the TANF program.
Our Department has proposed a number of technical and conforming changes to the

TANF program that I believe maintain the spirit and infent of its policles.

Our Administration believes that welfare reform heg always been -- and must
always remein -- a'bipanisan issue. But, just as we came together to make work and
responsibility the law of the land, we believe it is time to come together again to
insure that the venterpicce of welfare reform rerainy u real effor designed to find

work for everyone who is able to work.
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The President’s FY 1998 budget makes good on his promisc to correct
provisions that were included to save money, and which burden States and punish
children and the disabled who cannot work. We are pleased that the governors, in a
NGA resolution last week, agreed - we must not balance the budgel on the becks of

Stules or legal immigrants,

Our budget would restore a safety net of $S1 and Food Stamps for legal
Immigrant children and for legal immigrants who become severely disabled. It would
extend from five to seven yeo.rs. the time period in which refugees are eligible for
assistance after they enter the U.S, -- so that they have enough time to overcome the
hardships they have faced and 1o become self sufficlent. And it would delay the Food

Stamp ban on Jegul immigrants by 3 months.

Overall, our proposals strongthen our conunitment to a ucw welfuro gystem
focused on work and responsibility while addressing the concerns of Stete and local
officials snd.restnr'lng benefite to those who can’t work - partioularly children and the
disabled. We must give ull Americans a handsup and get on with the real business

before us; reformi:ig owr welfare system together.

Mr. Chsirman, the budget [ have discussed today discards tired old solutions
and meets our challenges creatively and cooperatively. [t balances the budget,

without abandoning ow values aod commitments.
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It mekes tough choices und shows 1ough management.

Now we must sct upon it.

Becauge, just like the past when we faced down diseases and tyranny, futurc

generations will loak back on today.

The question is, whether they will see a nation that put aside politics und came

together to protect the health of it citizens in the 215t century.

The answer is up 10 us, Thunk you.
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