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FACT SHEET

MAJOR ELEMENT: Medicare Improvements of 1976

The President is proposing several significant modifications
in the Federal Medicare program —-- full catastrophic health
cost protection for Medicare recipients, cost sharing
modifications, and limits on the annual cost increases which
will be reimbursed by Medicare.

BACKGROUND

The Nation's health care system continues to be one of
the most inflationary sectors of the economy. Hospital costs
have risen by more than 200 percent since 1965 (from $40/day
to $128/day), and physicians' fees have risen more than 85%
in the same period. Both rates of increase are .significantly
higher than the corresponding increases in the consumer price
index. The impact of these increases is reflected in expected
health insurance premiun increases of 35% or more this year,
and additional Federal spending on health care of an estimated
$7 billion. Medicare is a major component of Federal health
spending. It provides protection to million Americans
and paid out billion for health care in fiscal year 1975.
Similarly, the health system fails to encourage patients to
limit their consumption of medical services. Medicare

'currently tends to encourage patients and physicians to extend



hospital stays by paying 100% of all hospital costs after
the first day through the 60th day. Similarly, the annual
deductible for physicians' services has not changed in several
years, resulting in a lower deductible in terms of real income.
One of the major failingé of the current health system
is its failure to provide protection against the financial
catastrophy of serious, extended illness. Particularly
vulnerable to this problem are the aged. Medicare limits
coverage to 90 consecutive days of hospital care plus 60
additional days in one's lifetime. Not only does it cease
paying benefits entirely after 150 days, but also it imposes
an increasing co-payment requirement after the 60th day.

DESCRIPTION OF THE PRESIDENT'S PROPOSAL

The proposed "Medicare Improvments of 1976" are the
following:

1) Catastrophic Cost Protection for Health Care.

This provision would for the first time give Medicare
recipients unlimited financial protection against

catastrophic illnesses. It guarantees coverage beyond

P

the maximums included in current law. R
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2) Cost Sharing Modifications

-Hospital Costs This provision would reduce tﬁé”m L
individual's annual cost share to $500 for hospi-
tal care. This represents significant savings
compared to current law for persons suffering

extended, serious illnes. Current law requires



sharing of $884 for a 90-day stay,$1664 for

a 150-day stay, and no Federal cost sharing
whatsoever after 150 days. The individuals'
co-payment will also be calculated differently
than under current lay. The patient would pay
100% of the costs of the first day of care, and
10% of each additional day's cost up to $500.
Under current law, the patient pays all the

first days costs and then nothing up to the 60th
day, whereupon co-payments begin. This provision
provides improved protection to those with greatest
financial need and also institutes a modest
financial disincentive for persons to extend

hospital stay beyond what is needed.

Physician's Services

The President's proposal would limit Medicare
recipients' annual liability for physicians'’
services to $250 with a $77 deductible. Currently,
Medicare has a $60 deductible and a 20% co-payment
without any annual upper limit. The deductible

would increase with Social Security increases.



3) Reimbursement Limits.

In order to help counter the lack of incentives for
health care providers to limit cost increases, the
President proposes to limit Medicare cost reimburse-
ment to annual increases of 4%, for physicians' services

and 7% for hospital daily rates.



MAJOR LAWS SIGNED BY PRESIDENT FORD
THAT BENEFIT OLDER AMERICANS

'

Older Americans Act Amendments of 1975 (P.L. 94-135)

These amendments extend the Title III Community Service
Program, Title IV Research and Training Programs, Title V Senior
Center Program, Title VII Nutrition Program, and Title IX
Employment Program for three years. They also enact the Age
Discrimination Act, which prohibits unreasonable discrimination
on the basis of age. Also extends for one year Action volunteer
programs for older persons. (Signed Nov. 28, 1975)

Employee Retirement Income Security Act (P.L. 93-406)

The nation's first comprehensive pension reform legislation;
it will protect an estimated 26 million worker's investments and
provides tax incentives for workers to save who are not covered
by private pension plans. (Signed Sept. 2, 1974)

Housing and Community Development Act of 1974 (P.L. 93-383)

Provides Community Development Block Grants to communities

for the development of decent housing and a suitable envirenment:—

Senior centers and housing for older persons, in addition to
important social services, may be funded by communities with
Community Development funds. Also re-authorized the Section 202

housing program for the elderly and handicapped. (Signed Aug. 22, 1974)

Medicaid Eligibility Protection Act (P.L. 94-48)

Made permanent protection against the loss of Medicaid
eligibility because of the 1972 Social Security benefit increase.
(Signed July 1, 1975)

Equal Credit Opportunity Act Amendments of 1975 (P.L. 94-239)

Prohibits discrimination on the basis of age in extending
credit. (Signed March 3, 1976)

Social Services Amendments of 1974 (P.L. 93-647)

Amended Social Security Act, establishing new Title XX, to
provide $2.5 billion annually to the States for the provision of
social services. (Signed Jan. 4, 1975)
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National Health Planning and Resources Development Act of 1974
(P.L. 93-641)

Amends the Public Health Service Act to assure the development
of a national health policy and of effective State and area
health planning and resource development programs. (Signed Jan. 4, 1976)

National Mass Transportation Act of 1974 (P.L. 93-503)

Establishes an $11.3 billion, six year urban mass transit program,
in addition to authorizing $500 million a year for non-urbanized
areas. The law requires recipients of funds to charge no more than
half-fare for the elderly and handicapped during off-peak hours.
(Signed Nov. 26, 1974)

Tax Reduction Act of 1975 (P.L. 94-12)

Provides a special $50 payment to each recipient of Social
Security, Railroad Retirement, or SSI; refunded a portion of 1974
taxes; increased the minimum standard deduction and percentage
standard deduction; provided a tax credit of $30 for each taxpayer,
spouse, and dependent; liberalizes rules for claiming deductions
for caring for a child or older relative. (Signed March 29, 1975)

Swine Influenza Immunization (P.L. 94-266)

Made available $135,064,000 for a nationwide influenza program.

Made available an additional $1.728 billion for manpower
assistance under the Comprehensive Employment and Training Act
program of 1974, and $55.9 million to carry out Title IX of the
Older Anericans Act. (Signed April 15, 1976)

Veterans and Survivors Pension Adjustment Act of 1974 (P.L. 93-527)

Increases and liberalizes benefits for veterans and their
survivors. (Signed Dec. 21, 1974)

Federal-Aid Highway Amendments of 1974 (P.L. 93-643)

Amended Federal-Aid to Highway Act to provide that any project
receiving assistance under the Act shall be planned, designed,
constructed and operated to allow effective utilization by the elderly
and handicapped. (Signed Jan. 4, 1975)




Headstart, Economic Opportunity and Communlty Partnership Act
of 1974 (P.L. 93-644)

Extends programs under the Economic Opportunity Act through
FY 1977, including the Senior Opportunity Service (S0S) program.
Signed Jan. 4, 1975)

Rehabilitation Act Amendments of 1974 (P.L. 93-516)

Provides for particular emphasis to be placed on special
projects and demonstrations for older blind individuals. (Signed
Dec. 7, 1974)

FY 1975 Labor-HEW Appropriations Act (P.L. 93-517)

Appropriates funds for FY 1975 for most Labor and HEW programs,
including Titles III and IV of the Older Americans Act. (Signed
Dec. 7, 1974)

Supplemental Labor-HEW Appropriations Act, 1975 (P.L. 93-554)

Appropriates funds for several Labor-HEW programs, including
Title VII of the Older Americans Act, for FY 1975. (Signed Dec. 27, 1974)



BILLS VETOED BY PRESIDENT FORD THAT WOULD
HAVE BENEFITTED OLDER AMERICANS

Health Revenue Sharing and Services Act of 1974 (H.R. 14214) -
Vetoed December 21, 1974; Sustained.

Would have authorized funds for a variety of health services,
provided for startup funds for home health services, and established
a Commission on Mental Health and Illness of the Elderly.

Vetoed because of excessive appropriation levels.

Health Revenue Sharing and Health Services Act of 1975 (5.66) -
Vetoed July 26, 1975; Over-ridden July 29, 1975.

Authorizes funds for a variety of health services, provides
funds for startup of home health services, and establishes a
Commission on Mental Health and Illness of the Elderly.

Vetoed because of excessive appropriation levels.

Emergency Employment Appropriations Act, 1975 (H.R. 4481) - Vetoed
May 28, 1975; Sustained June 4, 1975.

Would have appropriated emergency employment funds, including

$30 million for the Title IX Senior Community Service Employment. - I

Program.
Vetoed because it would exacerbate budgetary and economic
pressures; accelerative influences of the bill would come much too

late to give impetus to economic recovery.

FY 1976 Labor-HEW Appropriations Bill (H.R. 8069) - Vetoed Dec. 19, 1975;

Over-ridden Jan. 27, 1976

. Appropriated funds for most Labor-HEW programs, including the
Title VII Nutrition Program. )

Vetoed because it would authorize excessive authorization levels,
and because it would increase permanent Federal employment by
8000 people.



Railroad Retirement Act (H.R. 15301) - Vetoed October 15, 1974;
Over-ridden October 16, 1974. (P.L. 93-445)

Provided for restructuring the Railroad Retirement Benefit
Program to reflect a basic social security covered employment
and railroad service, and a pension based on a formula
applicable only to railroad service.

Provided for .elimination of dual benefit rights for future
beneficiaries.

Vetoed because it would authorize excessive appropriation
levels, - '
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TO THE CONGRESS OF THE UNITED STATES:

I ask the Congress to join with me in making improvements
in programs serving the elderly.

As President, I intend to do everything in my power to
help our nation demonstrate by its deeds a deep concern for
the dignity and worth of our older persons. By so doing,
our nation will continue to benefit from the contributions
that older persons can make to the strengthening of our
nation.

The proposals being forwarded to Congress are directly
related to the health and security of older Americans.
Their prompt enactment will demonstrate our concern that
lifetimes of sacrifice and hard work conclude in hope
rather than despair. |

The single greatest threat to the quality of life of
older Americans is inflation. Our first priority continues
to be the fight against inflétion. We have been able to
reduce by nearly half the double digit inflation experienced
in 1974. But the retired, living on fixed incomes, have
been particularly hard hit and the progress we have made
in reducing inflation has not benefited them enough. We
will continue our efforts to reduce federal spending,
balance the budget, and reduce taxes. The particular
vulnerability of the aged to the burdens of inflation,
however, requires that specific improvements be made in
two major Federal programs, Social Security and Medicare.

We must begin by insuring that the Social Security
system is beyond challenge. Maintaining the integrity of

the system is a vital obligation each generation has to
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those who have worked hard and contributed to it all their
lives. I strongly reaffirm my commitment to a stable and
financially sound Social Security system. My 1977 budget
and legislative program include several elements which I
believe are essential to protect the solvency and integrity
of the system.

First, to help protect our retired and disabled citizens
against the hardships of inflation, my budget request to the
Congress includes a full cost of living increase in Social
Security benefits, to be effective with checks received in
July 1976. This will help maintain the purchasing power
of 32 million Americans.

Second, to insure the financial integrity of the Social
Security trust funds, I am proposing legislation to increase
payroll taxes by three-tenths of one percent each for
employees and employers. This increase will cost no worker
more than $1 a week, and most will pay less. These additional
revenues are needed to stabilize the trust funds so that
current income will be certain to either equal or exceed
current outgo.

Third, to avoid serious future financing problems I will
submit later this year a change in the Social Security laws
to correct a serious flaw in the current system. The current
formula which determines benefits for workers who retire in
the future does not properly reflect wage and price fluctuations.
This is an inadvertent error which could lead to unnecessarily
inflated benefits.

The change I am proposing will ﬁot affect cost of living
increases in benefits after retirement, and will in no way
alter the benefit levels of current recipients. On the other
hand, it will protect future generations against unnecessary

costs and excessive tax increases.
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I believe that the prompt enactment of all of these
proposals is necessary to maintain a sound Social Security
system and to preserve its financial integrity.

Income security is not our only concern. We need to
focus also on the special health care needs of our elder
citizens. Medicare and other Federal health programs have
been successful in improving access to quality medical care
for the aged. Before the inception of Medicare and Medicaid
in 1966, per capita health expenditures for our aged were
$445 per year. Just eight years later, in FY 1974, per
capita health expenditurés for the elderly had increased
to $1218, an increase of 174 percent. But despite the
dramatic increase in medical services made possible by
public programs, somejproblems remain.

There are weaknesses in the Medicare program which must
be corrected. Three particular aspects of the current
program concern me: 1) its failure to provide our elderly
with protection against catastrophic illness costs, 2) ‘the
serious effects that health care cost inflation is having on
the Medicare program, and 3) lack of incentives to encourage
efficient and economical use of hospital and medical services.
My proposal addresses each of these problems.

In my State of the Union Message I proposed protection
against catastrophic health expenditures for Medicare bene-
ficiaries. This will be accomplished in two ways. First, I
propose extending Medicare benefits by providing coverage
for unlimited hospital and skilled nursing facility days of
care for beneficiaries. Second, I propose to limit the
out-of-pocket expenses of beneficiaries, for covered services,
to $500 per year for hospital and skilled nursing services
and $250 per year for physician and other non-institutional

medical services.
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This will mean that each year over a billion dollars bf
benefit payments will be targeted for handling the financial
burden of prolonged illness. Millions of older persons live
in fear of being stricken by an illness that will call for
expensive hospital and medical care over a long period of
time. Most often they do not have the resources to pay the
bills. The members of their families share their fears
because they also do not have the resources to pay such
large bills. We have been talking about this problem for
many yvears. We have it within our power to act now so that
today's older persons will not be forced to live under this
kind of a shadow. I urge the Congress to act promptly.

Added steps are needed to slow down the inflation of
health costs and to help in the financing of this catastrophic
protection. Therefore, I am recommending that the Congress
limit increases in medicare payment rates in 1977 and 1978
to 7% a day for hospitals and 4% for physician services.

Additional cost-sharing provisions are also needed to
encourage economical use of the hospital and medical services
included under Medicare. Therefore, I am recommending that
patients pay 10% of hospital and nursing home charges after
the first day and that the existing deductible for medical
services be increased from $60 to $77 annually.

The savings from placing a limit on increases in
medicare payment rates and some of the revenue from increased
cost sharing will be used to finance the catastrophic illness
program.

I feel that, on balance, these proposals will provide
our elder citizens with protection against catastrophic
illness costs, promote efficient utilization of services,

and moderate the increases in health care costs.
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The legislative proposals which I have described are
only part of the over-all effort we are making on behalf of
older Americans. Current éonditions call for continued and
intensified action on a broad front. |

We have made progress in recent years. We have responded,
for example, to recommendations made at the 1971 White House
Conference on Aging. A Supplemental Security Income program
was enacted. Social Secufity benefits have been increased in
accord with increases in the cost of living. The Social
Security retirement test was libefalized. Many inequities
in paymenfs to women have been eliminated. The 35 million
workers who have earned rights in private pension plans now
have increased protection. ;

In addition we have continued to strengthen the Older
Americans Act. I have supported the concept of the Older
Americans Act since its inception in 1965, and last November
signed the most recent amendments into law. Funds available
for programs administered by’the Administration on Aging
undef this Act have increased from $44.7 million in
FY 1972 to $270 million during the last fiscal year.

A key component of the Older Americans Act is the
national network on aging which provides a solid fbundation
on which action can be based. I am pleased that we have
been able to assist in setting up this network of 56 State
and 489 Area Agencies on Aging, and 700 local nutfition
agencies. These local nutrition agencies for example
provide 300,000 hot meals a day five days a week.

The network provides a structure which can be used to
attack other important problems. A concern of mine is that
the voice of the elderly, as consumers, be heard in the

governmental decision-making process. The network on aging
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offers opportunities for this through membership on advisory
councils related to State and Area Agencies on Aging,
Nutrition Project Agencies -and by participation in public
hearings on the annual State and Area Plans. Such involvement
can and will have a significant impact on determining what
services for the aging are to be given the highest priorities
at the local level.

The principle goal of this National Network on Aging
is to bring into being coordinated comprehensive systems
for the provision of service to the elderly at the community
level. I join in the call for hard and creative work at all
levels -~ Federal, State and Area in order to achieve this
objective. I am confident that progress can be made.

Toward this end, the Administration on Aging and a
number of Federal Departments and agencies have signed
agreements which will help to make available to older
persons a fair share of the Federal funds available in
such areas as housing, transportation, social services,
law enforcement, adult education and manpower -—- resources
which can play a major role in enabling older persons to
continue to live in their own homes.

Degpite these efforts, however, five percent of our
older men and women require the assistance provided by
skilled nursing homes and other long term care facilities.
To assist these citizens, an ombudsman process, related
solely to the persons in these facilities, is being put
into operation by the National Network on Aging. We
believe that this program will help to resolve individual
eomplaints, facilitate important citizen involvement in
the vigorous enforcement of Federal, State and 1oca1 laws
designed to improve health and safety standafds, and will

improve the quality of care in these facilities.



7

Today's older persons have made invaluable contributions
to the strengthening of our nation. They have provided the
nation with a vision and strength that has resulted in un-—
precedented advancements in all of the areas of our life.

Our national moral strength is due in no small part to the
significance of their contributions. We must continue and
strengthen both our commitment to doing everything we can

to respond to the needs of the elderly and our determination
to draw on their strengths.

Each generation of Americans is engaged in a tradition
of growth and progress. Each generation can measure its |
progress in part by its ability to recognize, respect and
renew the contributions of earlier generations. I believe
that the Social Security and Medicare improvements I am
proposing, when combined with the action programs under
the Older Americans Act, offer a measure of progress for

the elderly and thus provide real hope for us all.

THE WHITE HOUSE,
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THE WHITE HOUSE M\G&m

WASHINGTON

August 12, 1976

Dear John:

This 1s in further response to your letter concerning
HEW's regulations proposed in April 1976 regarding
Medicaid reimbursement payments to skilled nursing
and intermediate care facilities.

You expressed concern that the proposed regulations
would leave States with no alternative except to adopt
the Federal Medicare payment system. This problem has,
we believe, been eliminated in the final regulations
published on July 1, 1976.

Let me assure you that it was not the intent of the
Department to force States to use the Medicare formula.
The final regulations provide the States with the
needed flexibility and recognize that the intent of
Congress was to encourage creativity among the States.
These final requlations remove all limits from indivi-
dual cost items and eliminate the Medicare ceiling for
those States which elect to use a prospective reimburse-
ment method. The Medicare ceiling does not apply in
those States which use a retrospective cost reimburse-
ment system.

If I may be of any further help, please let me know.

in;;;;)y,

£ \]

e

*
o e
o
e
— /

;/M. Cannon
Assistant to the President
for Domestic Affairs

The Honorable.John Tower
United States Senate -
Washington, D.C. 20510 R
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ARMED SERVICES

BEANKING,- HOUSING AND
URBAN AFFAIRS

Vnited Dlafes Denafle o A
WASHINGTON, D.C. 20510

May 21, 1976

The President
The White House
Washington, D.C.

Dear Mr. President:
I would like to bring to your attention comments I have made to Secretary

Mathews about regulations for reimbursement on a cost-related basis for
skilled nursing and intermediate care facility services under Title XIX

l of the Social Security Act of 1972.

The intent of these regulations is to reduce the costs of the Medicaid
program while providing more efficient and higher quality care for nursing
care recipients. It is my feeling that a careful examination of the proposed
rules will illuminate that they will, in fact, have the opposite effect. I
believe that these regulations will almost ensure greater Federal and State
expenditures than would otherwise be necessary under a prospective
rate-setting approach. Such an outcome would be contrary to the stated
objective of your administration to restrain increases in health care costs.

I would, therefore, appreciate your assistance in bringing about the
modifications necessary to implement regulations for Section 249 which

' will more effectively accomplish these goals.

Thank you very much for your consideration.

Very truly yours,

[SUSOEE, |

Lo~

hn Tower

- Enclosure



ACTION REQUESTED

October 2, 1976

MEMORANDUM FOR: \ﬂgg;/CAVANAUGH

PAUL O'NEILL
BILL BAROODY
FROM: FRED SLIGHQ;JV

SUBJECT: Article Request

The President has been requested to submit his views on
various concerns of older Americans for publication.

Attached is a draft response prepared by the Department
of HEW's public information office for your review.

Inasmuch as the deadline for this publication has been
extended to the evening of October 5, I would appreciate
your comments and/or suggestions by 3:00 pm, Monday,
October 5. I regret the consistently short turnaround
requested, and appreciate your cooperation in meeting
this time parameter.

Attachment



THE WHITE HOUSE

WASHINGTON

October 15, 1976

BILL NICHOLSON
MEMO TO: JERRY JONES

FROM: JIM CANNON@ !2 ‘

There is an event tentatively scheduled
for Thursday, October 21 that I feel we
should encourage -- the swearing-in of
six new members of the Federal Council
on Aging. (Bill Baroody has submitted
the schedule proposal.)

The President has not addressed the
"aging" population at all; this provides
him an opportunity to make some remarks.

I fecommend that you schedule it.




THE WHITE HOUSE
WASHINGTON

DATE 10/14/76

FROM: SARAH-MASSENGAEE— J/M C AN/

There is an event tentatively scheduled
for Thursday, October 21 that I feel we
should encourage -- &l the swearing-
in of six new membexs,of the Federal
Council on Aging. @XﬁSroody has submitted
W schedule proposal)Fﬁ The President
has not addressed the "aging" population
at all; this provides him an opportunity

to make some remarks. -~

$04;J~Jh_.Jf'
I recommend that you-encouxage—the-
: g . (LY : !

/0/ ¥ 2/



THE WHITE HOUSE
WASHINGTON

G N
e loct 1g’

TO: JIM CANNON

FM: ART QUERN

Unless you feel otherwise, we
will let Baroody\handle

briefing papers,'gfc.g

]
!

_é
Attachment \j
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cc: Art Quern L—

Allen Moore
Sarah Massengale

THE WHITE HOUSE /69”] Zk

WASHINGTON

iy U S 5 4
l'/‘l"O ST 1:»\ . 7
October 14, 1976
MEMORANDUM FOR: WILLIAM BAROCODY
FROM: WILLIAM W. NICHOLSON ww,\}
SUBJECT: Aporoved Presidential Activitz

Please take the neceasary steps to implement the following T
and confirm with Mrs. Nell Yates, ext. 2699. The appropri- ‘
ate briefing paper should be submitted to Dr. David Hoopes

by 4:00 p.m. of the preceding day.

Meetin Swearing-in Ceremony for Six Members of the
¢ Federal Council on the Aging

Date:Thurs., Oct. 21, '76 2_5;5‘-_2_5,11:00 a.m. Dﬁrationn:; mins.

Location:The Rose Garden

Press Covarags:

Purpose: TO hriefly discuss major issues concerning our aging citizens.

cc: Mr, Cheney
Mr. Hartmann
Mr. Marsh
Dr. Connor
Dr. Hoopes
Mr. Nessen
Mr. Jones
Mr. Smith
Mr. O'Donnell
Mrs. Yates
Col. Riley
Mr. Orben
Mrs. Gammell
Mr. Keiser
Mitler
Mr. Cannon
Ms, Massengale



