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Remember to stop by our new blog: http://wow-eesi.blogspot.com/

Take a look, post a comment, or respond to our weekly poll today!

Wednesday, October 15 is Blog Action Day on Poverty. Advocates from all over the world will
be posting about the topic and we encourage you to let your voice be heard by writing about
the importance of economic security and self-sufficiency on either the EESI blog or one of your
own. For more information, visit the following website: http://blogactionday.org/

Inside this EESI Weekly Update...

On The Hill - House Democratic leaders meet for Economic Forum next week; Congressional
Budget Office reports pension losses of $2 trillion; Bipartisan effort in the Senate to pass
legislation for employers to reveal employee health insurance costs; and more.

Resources — The Urban Institute on economic turmoil and its affect on elders; The Urban
Institute on the correlation between reverse mortgages and retirement income; National
League of Cities on poverty and economic security; The Commonwealth Fund on rising cost of
Medicare Advantage; Kaiser Family Foundation on Value of Medicare versus Employer plans;
Department of Health and Human Services on marketing materials for prescription drug plans

In the News — The Providence Journal: A Lesson from Vermont on Medicaid; The Washington
Post: Retirement Savings Lose $2 Trillion in 15 months; Los Angeles Times: Medicare Flip-flops,
Soaring Drug Prices and Doughnut Holes

Read on for more detail.

ON THE HILL...Speaker Nancy Pelosi (D, CA) announced this week that House Democratic
leaders will convene an economic forum on Monday with some of America’s leading
economists to help Congress develop an economic recovery plan that focuses on creating jobs
and strengthening our economy. The October 13th forum is intended to help Congress develop
an economic recovery plan that will include funding for infrastructure repairs and rebuilding;
prevent cuts to vital government services such as health, education, and public safety; extend
unemployment benefits; and help families cope with rising food costs. It is unclear if the
Democrats plan to try and get a second stimulus package through Congress this year in a lame
duck session, or if they will wait until Congress comes back in January. That decision will rest in
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part on whether congressional leaders believe the votes are there to the pass a stimulus
package in the Senate (a $61 billion stimulus package approved by the House shortly before
adjournment was rejected in the Senate).

The Congressional Budget Office (CBO) told a congressional panel on Tuesday that pension
plans have lost over S2 trillion in the past 15 months, a drop of over 10 percent. CBO Director
Orszag told the House Education and Labor Committee: “Because the majority of pension
assets are held in equities, drops in stock prices have had a significant adverse effect on pension
plans. ....Individuals in 401(k) plans have already begun to see significant drops in the value of
their plans, and older Americans who have less time to recover will fare worse than younger
people. ...Those on the verge of retirement may decide they can no longer afford to retire and
continue working longer.” To watch a webcast of the hearing and/or to see all the submitted
testimony, go to http://edlabor.house.gov/hearings/fc-2008-10-07.shtml.

A group of bipartisan senators on Tuesday proposed legislation that would compel employers
to tell employees what their health insurance costs. The effort is aimed at a getting a better
sense of the spiraling cost of health care. In announcing the legislation, the Senators, led by
Finance Committee Chairman Max Baucus (D, MT) and Ranking Member Charles Grassley (R,
IA), said they are seeking public comment on the proposal. For more information, go to
http://finance.senate.gov/press/Gpress/2008/prg100708a.pdf

As the financial crisis deepens, the prospects of a lame duck congressional session are growing.
The Senate previously had announced that they would return to Washington for a lame duck
session the week of November 17™. It is growing more likely that the House will join them
then, if not sooner.

RESOURCES...
The Urban Institute: How Is the Economic Turmoil Affecting Older Americans?

This report examines the fall of retirement accounts and home prices in relation to the negative
affects these economic realities have on elders. Read the full report here.

The Urban Institute: How Much Could Reverse Mortgages Contribute to Retirement Incomes?
Reverse mortgages for elders can help increase their economic security, according to this
recent report. However, the economic crisis in the housing industry could prevent more elders
from wanting to pursue the option. Read the full report here.

National League of Cities: Poverty and Economic Security, Views from City Hall

This new report found that 90 percent of municipal officials think that poverty has increased of
stayed the same in their communities over the past 10 years. In addition, over 80% of municipal
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officials surveyed thought local government should take responsibility and work to improve the
situation. Read the full report here.

The Commonwealth Fund: The Continuing Cost of Privatization, Extra Payments to Medicare
Advantage Plans in 2008

In this report, the Commonwealth Fund outlines the rising costs of Medicare Advantage plans in
the years to come due to the Medicare Modernization Act of 2003. Read the issue brief here.

The Kaiser Family Foundation: How Does the Benefit Value of Medicare Compare to the
Benefit Value of Typical Large Employer Plans?

The Kaiser Family Foundation analyzes the value of Medicare when compared to a large
employer-based healthcare plan and concludes that Medicare is less valuable. Read the issue

brief here.

Department of Health and Human Services: Marketing Materials for Medicare Prescription
Drug Plans

The HHS Office of the Inspector General’s Office reports on the Center for Medicare
&Medicaid’s ability to successfully oversee marketing strategies of prescription drug plans on
elders. Findings show the oversight of the CMS is limited. Read the full report here.

IN THE NEWS...

A Lesson from Vermont on Medicaid

The Providence Journal Steve Peoples, October 5, 2008

MONTPELIER, Vt. — At just 53 years old, Marcy Ryan depends on a team of paid visitors to
survive.

They help her out of bed each morning. They bathe her. They change her catheter six times a
day. And they wipe leaks from her feeding tube to prevent infections.

Ryan suffers from muscular dystrophy, cerebral palsy, poor vision, a neurogenic bladder,
chronic urinary tract infections and arthritis. She has spent the last two decades in a
wheelchair.

“My arms work and that’s just about it,” she says.

With no family to help, Vermont’s health-care system pays aides to spend roughly seven hours
each day in her Winooski apartment.
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Ryan doesn’t want to live in a nursing home. And Vermont adopted unprecedented Medicaid
changes three years ago aimed at keeping people like her out of costly institutions.

Rhode Island is trying to follow Vermont’s lead. Governor Carcieri’s negotiators are currently
holding private meetings with federal officials to hammer out a deal.

Vermont’s system offers Ocean State policymakers a guide for what to do. And what not to do.

Three years into a five-year Medicaid agreement, all is not well in Vermont, according to
interviews with state officials, advocates for the elderly and disabled, and health care providers.

The state has saved money. Some people have new health care choices. And many more are
being cared for at home.

But dozens of elderly and disabled residents sit on waiting lists that were supposed to
disappear under the new system. And thousands more, like Ryan, face reduced services as
Vermont struggles to balance its budget.

Some advocates fear that the system is beginning to unravel. For example, the shift has actually
made it harder for Ryan to live at home.

Just two months after adopting the new system, Vermont officials ordered her in-home services
cut by 25 percent.

Vermont was the first state in the nation to negotiate a broad Medicaid agreement — waiving
strict regulations for how the federally matched money may be used — with federal regulators
in the fall of 2005. The state implemented two “waivers,” one that applied to its long-term-care
system, and the other that effectively transformed a state department into a managed care
organization for thousands of other Vermont Medicaid recipients.

In exchange for agreeing to a five-year cap on Medicaid spending, the federal government gave
Vermont the flexibility to use billions of dollars in new ways, free of the bureaucratic hurdles
that usually complicate state Medicaid reform efforts. Without a “global waiver,” each new
idea — allowing Medicaid to pay for in-home aides, not just nursing homes, for example —
required lengthy negotiations with the federal government.

The new system was supposed to let Vermont officials change their system as they desired, so
long as they didn’t spend too much money.

The flexibility also gave state leaders new power to cut services for people whose health care
was previously protected by law. Many services became available only “as funds are available.”

That allowed the state to cut Ryan’s care, forcing the disabled woman to turn to the legal
system for help.



It would be more than two years before the case was decided by the state Supreme Court.
THERE IS NO doubt that Vermont’s new system has saved millions of dollars.

The state spent $78 million less last year on Medicaid nursing home care than it had projected,
according to data provided by Vermont’s Department of Disabilities, Aging and Independent
Living.

“We've taken away the institutional bias,” says DAIL commissioner Joan Senecal, noting the
progress on a series of charts and graphs in an interview in her Waterbury office. “We're
serving more people in the community.”

There were roughly 250 fewer nursing home beds filled this summer compared with October
2005, according to department data. And nearly 1,500 people who qualified for nursing home
care under the old system now live at home or in assisted living facilities.

But there are tradeoffs, according to Jeffrey S. Crowley, a senior research scholar for
Georgetown University’s Health Policy Institute, who has been studying Vermont’s long-term-
care waiver over the past year.

“Certainly they’re making progress because they’re serving more people in the community.
That progress, though, has come at the expense of services for individuals,” he said. “We heard
over and over, across the board, that people saw their services reduced.... It’s hard to know if
the tradeoff is worth it.”

Indeed, there were 125 formal complaints filed with Vermont’s long-term-care ombudsman last
year. Many were related to disputes over service cuts.

Vermont’s new long-term-care system works like this:

Elderly and disabled Medicaid recipients are placed into three categories: highest need, high
need, and moderate need. Only the highest need group — less than half of those in Vermont’s
long-term-care Medicaid system — is guaranteed services.

A state clinical coordinator determines the categories and eligibility for specific services for
each person, down to the number of minutes allowed for in-home care.

The state allows people to appeal the clinician’s decision to the state’s Human Service Board,
although Vermont’s human service commissioner can veto the board’s decision.

A draft of Rhode Island’s proposal suggests that similar categories would be developed for the
Ocean State’s elderly and disabled. The 91-page draft notes the possibility of waiting lists and
new co-pays for services, although those details are subject to federal negotiations.



It’s unclear how long that process will take. Vermont’s negotiations with the federal
government spanned more than a year. And Rhode Island’s began just last month.

“We are confident that we will have resolution soon,” Gary Alexander, director of Rhode
Island’s Department of Human Services, said last week, declining to be more specific.

The timetable is important, given that Carcieri has promised $67 million in savings this year as a
result of the waiver, which was supposed to be in place last week.

VERMONT’S SYSTEM wasn’t supposed to be controversial, according to long-term-care
ombudsman Jackie Majoros.

She remembers state leaders making “a hard sell” for the Medicaid waiver focusing on the
potential benefits, much like Rhode Island officials in recent months.

“I think it took folks here awhile to sort of see beyond the hype and really figure out what kind
of program this is, and what its benefits are and what its shortcomings are,” Majoros said.

And most of its shortcomings didn’t surface immediately.

Facing budget deficits, Vermont political leaders have struggled to shift as much nursing home
savings into community programs as advocates for the elderly and disabled say is necessary.

The legislature cut $500,000 from the program this summer to help balance the state budget.
And more cuts may be coming, according to Commissioner Senecal.

The money problems have helped create consistent waiting lists that weren’t supposed to exist
under the new system. As of July 1, at least 45 disabled and elderly “high needs” Vermonters
were waiting for services, according to state data. And at least another 215 people in the
“moderate needs” group were on waiting lists.

Majoros acknowledged that the waiver’s name — Choices for Care — may be a bit misleading.
(Rhode Island’s waiver proposal bears a similar title: The Rhode Island Consumer Choice
Compact Waiver.)

“1 think people probably have more of a choice than they had before. When there’s no waiting
list, and people get to the point where they need long-term-care services, they can choose,”
she said. “If there’s a waiting list, you don’t get services.”

Further, Vermont officials learned the hard way that there were limits to the flexibility
promised under the new system.



A year after the waiver was in place, the legislature voted to provide health care coverage for
low-income residents who earn between 200 and 300 percent of the federal poverty limit. But
federal Medicaid officials blocked the state from using federal dollars for that change.

“In exchange for the cap, we were supposed to get more flexibility. One of the things we
wanted was flexibility to insure more people,” said Theline Taormina, advocacy director for the
Vermont chapter of the AARP. “So, I’'m not so sure we got the flexibility we wanted.”

Under the new system, the state refused to give Ryan the care her doctor felt was necessary.

A state clinician had reviewed her case manager’s assessment and determined it was too
generous. The clinician ordered Ryan’s 51 hours of weekly in-home care cut by 3.5 hours every

week.

It might not seem like much, Ryan acknowledges, but she depends on aides for everything from
eating to keeping clean to moving around her home.

“It’s cutting back on my ability to function,” she said. “It’s cutting back on how many meals | get
a day. | can’t cook. | literally can’t raise my arms high enough. I’'m physically deteriorating.”

The dispute went first to the state Human Services Board.

Ryan’s longtime primary-care physician testified on her behalf, as did her case manager. She
also presented a letter of support from a nurse involved with her care.

The state presented a single witness: the clinician who cut Ryan’s hours after speaking to her on
the phone for less than an hour.

The board ruled in Ryan’s favor in March 2007. But the state refused to bend.

Less than two weeks later, Vermont’s Secretary of the Agency of Human Services reversed the
board’s ruling, reasoning that the decision was “unsupported by the evidence.”

The next week, Ryan asked the state Supreme Court to intervene.

It was a difficult process, she says, especially for someone with chronic health problems. She
has been to the hospital in recent months too many times to count.

“l knew it wasn’t just a fight for me,” she says. Vermont’s Disability Law Project covered the
legal expenses.

Crowley, of Georgetown University, says that Vermont’s leaders do have more flexibility under
the new system, but that largely gives the state new “systematic control” over Medicaid
recipients’ care.



He said state decisions are directly tied to “how the state budget is doing.”

“They’re saving money, but that doesn’t mean there’s more money for this program. The
money’s being diverted,” he said. “We’re seeing this playing out with waiting lists, with budget
cuts.... This is only going to get worse.”

And Crowley says that states following Vermont’s lead ought to proceed carefully.

He cited a report issued by the Kaiser Family Foundation in 2006 suggesting that Vermont got a
generous deal.

“As a small state that was willing to set the precedent of accepting an aggregate cap on federal
Medicaid funds, Vermont secured a relatively generous financing arrangement and significant
fiscal relief,” reads the report. “If other states were to seek similar waivers, they would likely
receive more limited financing, making it more likely that they would fall short of federal
funding and face pressure to reduce coverage.”

So far, there are no signs that Vermont will exceed spending caps.

The Office of Vermont Health Access director Joshua Slen last week said the state would
probably finish the five-year period “around $200 million” under the cap.

“I've never seen any projections that show us anywhere near that cap,” he said.
Meanwhile, Ryan said she wants Rhode Island to learn from Vermont.

“In essence, the idea is great,” she says. “We were hoping to keep more people out of
institutions.”

But too many people are denied necessary services, she says. And state bureaucrats — driven
by the state’s fiscal condition — have too much control.

For a time, Ryan’s services were safe. She won her state Supreme Court case in June, effectively
blocking the state from cutting her hours.

But in August, Vermont officials approved across-the-board cuts of one hour every week for all
long-term-care Medicaid services, part of an $8-million budget “rescission” aimed at balancing
Vermont’s budget.

The cut — which will apply to Ryan, despite her court victory — will take effect soon, Senecal
said, noting that more cuts may follow as Vermont grapples with budget deficits, just as in
Rhode Island.



Ryan said she’ll keep fighting.

“I don’t want to sit in a corner and drool and cry about how hard it is,” she said. “l want the
system to be better, so if it’s adopted by anybody else, maybe they won’t make the mistakes
we’ve made.”

Retirement Savings Lose $2 Trillion in 15 Months
The Washington Post by Nancy Trejos, October 8, 2008

The stock market's prolonged tumble has wiped out about $2 trillion in Americans' retirement
savings in the past 15 months, a blow that could force workers to stay on the job longer than
planned, rein in spending and possibly further stall an economy reliant on consumer dollars,
Congress's top budget analyst said yesterday.

For many Americans, pensions and 401(k) plans are their only form of savings. The dwindling of
these assets -- about a 20 percent decline overall -- is another setback just as many people are
grappling with higher gas and food prices, more credit card debt, declining home values and
less access to loans.

"Unlike Wall Street executives, American families don't have a golden parachute to fall back
on," said Rep. George Miller (D-Calif.), chairman of the House Committee on Education and
Labor. "It's clear that Americans' retirement security may be one of the greatest casualties of
this financial crisis."

Even traditional pension plans, which are formally known as defined-benefit plans and are
widely considered more stable, have been hit hard by the stock market's volatility, losing 15
percent of their assets over the past year, Peter R. Orszag, director of the Congressional Budget
Office, told the House panel.

Despite the losses, companies will still be obligated to pay out the same pensions promised to
employees but will have to recoup the extra costs in other ways, Orszag said. "When pension
assets decline in 401(k) plans, the burden is on the workers," he said. "When pension plan
assets decline in defined-benefit plans, the burden is on the firm to make up the difference. The
firm will have to pass those costs on to their workers, to their shareholders or to consumers."

Defined-benefit plans are company-sponsored programs that provide retirement payouts based
on an employee's salary and tenure. The company shoulders the bulk of the investment
decisions and risk. Defined-contribution plans, such as 401(k)s, turn those tasks over to the
worker and are subject to the whims of the stock market.

Increasingly, employers have switched workers into defined-contribution plans. The federal
government has also pushed 401(k) plans heavily, approving a law late last year that makes it



easier for employers to automatically enroll their employees in them and other similar
retirement plans.

Defined-contribution plans tend to be more heavily weighted in stocks, either through
individual holdings or mutual funds. As a result, said Orszag, "the value of assets in defined-
contribution plans may have declined by slightly more than that of assets in defined-benefit
plans."

Through September, the percentage loss for the year in average account balances among
401(k) participants was between 7.2 and 11.2 percent, according to the Employee Benefit
Research Institute's analysis of more than 2 million plans.

Employees between the ages of 56 and 65 who had the fewest years on the job were the least
affected, while those 36 to 45 years old with the longest tenures suffered the steepest declines,
said Jack L. VanDerhei, research director for the D.C.-based institute. Younger workers tend to
have more stocks in their portfolios while older employees move toward safer investments
such as bonds, VanDerhei said.

The findings exacerbate a complaint among many workers and academics about 401(k) and
similar plans that are heavily tied to the stock market. Are they really the best retirement
vehicles for workers?

"The loss of retirement security is a reversal of fortune and the result of very specific flawed
governmental policies that have been biased toward 401(k) plans, rather than the result of
technological change or the logical consequences of global economic trends," Teresa
Ghilarducci, a professor of Economic Policy Analysis at the New School for Social Research,
testified before the committee.

Other academics and analysts say 401(k) plans allow employees to take control of their
retirements.

Jerry Bramlett, president of consulting firm BenefitStreet, said 401(k) participants should resist
the urge to pull money out of stocks because that would lock in their losses.

"Markets do go up and down, and 401(k) participants must try to remember to think long-
term," he said.

Many investors have been buying low-yield Treasury bills in recent months because they are
considered less volatile. Bramlett cautioned against that because it would leave them
vulnerable to inflation.

That said, 401(k) participants should evaluate their portfolios to make sure their money is
spread among stock and fixed-income investments. They should also make sure they do not
have too much of their own company's stock.



Public pensions also have suffered. The assets held by state and local governments' pension
plans declined by more than $300 billion between the second quarter of 2007 and the second
guarter of 2008, according to the Federal Reserve. About 60 percent of public pension funds
are invested in stocks, 30 percent in domestic fixed-income securities, 5 percent in real estate,
and the remaining 5 percent in other products.

Miller called the findings "very cataclysmic for middle-class families."

Several analysts who testified at the hearing said the most vulnerable workers are those
nearing retirement, who have large balances in their retirement plans that are now shrinking.
Tighter household budgets are also crimping workers' retirement savings. According to a survey
released yesterday by AARP, 20 percent of baby boomers stopped contributing to their
retirement plans in the past year because they have had trouble making ends meet.

Already, more and more workers are delaying retirement, a trend that analysts and economists
expect to accelerate because of the distressed economy. The people age 55 and older who
work full time grew from about 22 percent in 1990 to nearly 30 percent in 2007, according to
the Bureau of Labor Statistics.

By 2016, the bureau predicts, the number of workers age 65 and over will soar by more than 80
percent, and they will make up 6.1 percent of the labor force. In 2006, they accounted for 3.6
percent of active workers.

Medicare flip-flops, soaring drug prices and doughnut holes
Los Angeles Times by Susan Brink, September 25, 2008

As my nonagenarian mother likes to say, unaware that she's quoting Bette Davis, "OIld age is no
place for sissies."

That's for sure. A person needs a spine of steel to figure out the Medicare Part D drug benefit,
understand what the doughnut hole is, when she might fall into it, and when she can crawl back
out of it.

But maybe some folks are figuring it out. One study released today shows that people on
Medicare, generally those 65 and older, have learned a few tricks in working the system.
Though that same report shows that inadequate drug coverage from the plan results in a lot of
people skipping their medications.

Another report shows, maybe less surprisingly, that drug companies have some tricks of their
own.

First, some background. You need a few facts that folks 65 and older have had to absorb about
what Medicare Part D is. It's the part of Medicare that covers drug costs -- to a point. That



point, called the Medicare Coverage Gap, is also known as the doughnut hole. That's because
drugs are covered, after co-payments and deductibles, under the plan until a beneficiary's total
drug costs reach $2,400. After that, the person continues to pay the insurance premium, but
gets no help with pharmaceutical costs until total drug costs reach $5,451, at which point
catastrophic coverage kicks in, with Medicare again covering drug costs -- this time with a lower
co-pay.

Get it?

So anyway, the AARP issued a watchdog report showing that drug companies have raised the
prices, higher than the rate of inflation, of a small but lucrative niche of 144 drugs used by
many people on Medicare. They're called specialty drugs, and are among the most expensive
drugs on the market, ranging from $5,000 a year to more than $300,000 a year. In 2007, the
cost of those drugs rose 8.7%, or three times the general rate of inflation. With those costs, a
older person would reach the doughnut hole pretty quickly.

"The skyrocketing cost of specialty drugs is especially tragic for those suffering from diseases
like cancer and multiple sclerosis," said John Rother, AARP executive vice president of policy
and strategy, in a news release. "Even the most miraculous drug is useless if a person can't
afford to take it. Specialty drug makers continue to raise the costs of drugs that have already
been developed and tested."

But, says a statement from the Pharmaceutical Research and Manufacturers of America, which
represents the country's pharmaceutical and biotechnology companies, those specialty drugs
represent a small subset of overall prescription drugs -- only 7% of total healthcare spending.
"Overall prices for Part D-covered medicines are stable," said Senior Vice President of PhRMA
Ken Johnson in the statement.

But a second study, put out by Medco Health Solutions Inc., a pharmacy benefit manager,
looked at how Medicare recipients are using that doughnut hole. It looked at all three stages:
the first level of coverage up to $2,400; the middle when coverage stops; and the final stage,
when catastrophic coverage kicks in.

"During the initial phase of coverage -- where enrollees pay a copay -- nearly two-thirds of
prescriptions in the study were filled for brand medications.

Once seniors hit the coverage gap, usage flipped -- 56% of medications were filled for generics.
But in the catastrophic phase, two-thirds of medications were for brands."

So the elders, or their physicians, flipped from brand name drugs to generics when their own
costs went up, then flopped back to higher-cost brand names when the government picked up
the tab again. According to the Medco news release:

"The results present remarkable insight into the behavior of some Medicare enrollees: that
many seem to choose the value of generics when they themselves are saddled with the cost,



but that brand medications retain a grip on them, especially when someone else is footing the
bill."

But the Medco analysis also found that those seniors who are taking a brand name cholesterol-
lowering drug, for example, are more likely to stop taking it when they reach the doughnut hole
than those taking a generic version of the same drug. In 2007, the rate of patients who stopped
their generic cholesterol-lowering drug was 20% lower than those who stopped the brand
name drugs.

How long does it take the average Medicare recipient to reach the gap in coverage? About 22%
were there by July 2007, and by December, half of all with the benefit were either in the gap, or
had reached the stage of catastrophic coverage.

It's a lot to understand, and, it seems, a lot of Medicare recipients get a deeper understanding
of their benefit when they hit the doughnut hole, and their druggist hands them an
unexpectedly large bill.

I f you haven’'t already, pl ease ugpdaeshysendinganterail tEks
NATL-subscribe @yahoogroups.com

Wider Opportunties for Women

Celebrating Over 40 Years of Building Pathways to Economic Independence

Il ni ti af


http://groups.yahoo.com/group/EESI-NATL/post?postID=3CjR6E1XCGnB7T2fyGphRciBlpSAObgEQcIuAygzZ0wvzyk_OC0V7iXX3yPn7gspf1ZesiUDe0r0VRE52b46SLXtslsYsxw7bezA
http://groups.yahoo.com/group/EESI-NATL/post?postID=3CjR6E1XCGnB7T2fyGphRciBlpSAObgEQcIuAygzZ0wvzyk_OC0V7iXX3yPn7gspf1ZesiUDe0r0VRE52b46SLXtslsYsxw7bezA

