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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!
Inside this EESI Weekly Update...

On The Hill — Senate passed version of emergency legislation to rescue America’s struggling
financial markets passes House; Medicare premiums and the Medicare Qualifying Individual
(Ql) Program; economic stimulus package; unemployment assistance; housing assistance;
continuing resolution; and more.

Resources — IWPR on women’s economic insecurity; Urban Institute on workforce demands on
elderly; and GAO on social security administration management controls.

In the News — New York Times: Medicare Won't Pay for Medical Errors; Atlanta Journal-
Constitution: Retirees ‘going through hell’ with declining markets, housing crisis; and The
(Florida) Ledger: How Poor is Poor?

Read on for more detail.
ON THE HILL...

By a vote of 263-171, the House of Representatives today accepted the Senate’s revised version
of the $700 billion plan for the Treasury to intervene in financial markets.

Capitol Hill has been consumed for the last two weeks with consideration of emergency
legislation to rescue America’s struggling financial markets. After a weeklong negotiation, the
House on a 205-228 vote on Monday rejected the $700 billion rescue package, with progressive
Democrats joining with conservative Republicans and some moderate Democrats in rejecting
the package. Action then shifted to the Senate, where lawmakers added a provision expanding
federal insurance for bank deposits through 2009 and, in a bid to attract more support, added
to the bill its version of H.R. 6049, which extends expiring tax provision. The tax measure also
lowers the child tax credit threshold to $8,500 to make it available to very low income workers.
The legislation, expected to be signed by the President, also will stop the alternative minimum
tax from extending to more Americans, expand existing tax credits for renewable energy, renew
the research and development credit for businesses, and provide tax relief to victims of recent
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natural disasters. The Senate passed the measure on a 74-25 vote on Wednesday evening. For
more detailed information on the package approved by the Senate, and which will be before
the House today, go to
http://banking.senate.gov/public/index.cfm?Fuseaction=Articles.Detail&Article id=76blaea4-
39b8-404f-b3cd-f8b6c46e3b14&Month=10&Year=2008

Also happening on Capitol Hill ...Late /ast Friday, the House cleared legislation, S. 3560, which
provides additional funding for a program that helps low-income seniors pay their Medicare
premiums through Q1. Sponsored by Senate Finance Committee Chairman Max Baucus (D,
MT), authorizes $45 million in additional funding to pay Medicare premiums for people
considered “qualifying individuals.” These are people whose earnings are at 120 percent to 135
percent of the poverty line (or between $1,040 and $1,170 per month), have few assets and do
not qualify for Medicaid. The bill now goes to President Bush for his signature.

Democratic efforts to send President Bush an economic stimulus package totaling more than
S50 billion failed last week when Republicans in the Senate blocked a motion to proceed to the
bill. Voting 52-42 last Friday, the Senate defeated a motion that would have allowed debate on
the Democrats’ plan. Both the House and Senate versions of the stimulus package would focus
funds on infrastructure spending. Other programs getting spending boosts in the stimulus
package include public housing, food assistance, job training, and energy programs. Both
versions would extend unemployment insurance benefits. The White House threatened to veto
the bill and stated its opposition to the unemployment insurance extension, food stamps
funding and aid to the states for Medicaid programs.

As discussed earlier, Democrats in both chambers still are pushing for a short-term extension of
unemployment benefits, despite Republican objections in the Senate on Thursday when Leader
Harry Reid (D, NV) attempted to get unanimous consent to bring the bill up. The Democratic
plan would provide an additional seven weeks of unemployment insurance to people who have
exhausted their benefits and an additional 13 weeks to workers in states where unemployment
exceeds 6 percent.

The House passed a bill Thursday to expand the reach of national programs that provide
housing assistance to the homeless. The bill, H.R. 7221, passed by a vote of 355-61, would
reauthorize the McKinney-Vento Homeless Assistance Act, which allocates funds to programs
that serve the homeless, with a special emphasis on the elderly, handicapped and families with
children. The program has not been reauthorized in the last 14 years, but it has continued to
receive appropriations. The bill would authorize $2.2 billion for fiscal 2009, a significant
increase over the $1.6 billion give the program in fiscal 2008. Localities would have increased
flexibility in determining how to distribute the funds. The bill also would authorize funds to
help individuals or families fleeing domestic violence, as well as unaccompanied youths with
unstable shelter. Rep. Gwen Moore (D, WI) is the bill’s chief sponsor. Senator Jack Reed (D, Rl)
sponsored the Senate companion legislation, S. 1518. That bill was reported out of committee
a year ago but has not been approved by the full Senate.
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This week, the Senate approved a continuing resolution to fund agencies at current levels until
after the new Administration and Congress take office.

It remains an open question whether Congress will come back after the election for a lame duck
session, but if they do it will be the week of November 17". Among the issues that could
potentially be considered during a lame duck session is an unemployment insurance extension.
There may also be oversight activity with respect to the rescue plan, assuming it is approved
today.

RESOURCES...

Institute for Women’s Policy Research: Women at Greater Risk of Economic Insecurity

In this report, the IWPR reveals its finding that women have more experience being in
economically difficult situations and also have more economic anxiety than men. Read the full
report here.

The Urban Institute: Older Americans’ Economic Security, Will Changing Job Demands Boost
Older Workers’ Prospects?

This Urban Institute report examines the changing workforce from manufacturing-based to now
knowledge and service based and how this shift affects job opportunities for older workers.
Read the full report here.

Government Accountability Office: Social Security Disability, Management Controls Needed
to Strengthen Demonstration Projects

The GAO summarizes and highlights its findings of the Social Security Administration’s ability to
strengthen its own programs to better assist social security participants through better program
administration and effective ways of decreasing individuals’ dependence on benefits. Read the
full report here.

IN THE NEWS...
Medicare Won’t Pay for Medical Errors
New York Times by Kevin Sack, September 30, 2008

ST. PAUL — If an auto mechanic accidentally breaks your windshield while trying to repair the
engine, he would never get away with billing you for fixing his mistake. On Wednesday,
Medicare will start applying that logic to American medicine on a broad scale when it stops
paying hospitals for the added cost of treating patients who are injured in their care. Medicare,
which provides coverage for the elderly and disabled, has put 10 “reasonably preventable”
conditions on its initial list, saying it will not pay when patients receive incompatible blood
transfusions, develop infections after certain surgeries or must undergo a second operation to
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retrieve a sponge left behind from the first. Serious bed sores, injuries from falls and urinary
tract infections caused by catheters are also on the list.

Officials believe that the regulations could apply to several hundred thousand hospital stays of
the 12.5 million covered annually by Medicare. The policy will also prevent hospitals from
billing patients directly for costs generated by medical errors.

Because Medicare is the largest insurer in the country, its decision to refuse payment for
preventable conditions has already influenced others — public and private — to set similar
criteria.

Over the last year, four state Medicaid programs, including New York’s, have announced that
they will not pay for as many as 28 “never events” (so called because they are never supposed
to happen). So have some of the country’s largest commercial insurers, including WellPoint,
Aetna, Cigna and Blue Cross Blue Shield plans in seven states.

A number of state hospital associations, including here in Minnesota, have brokered voluntary
agreements that members will not bill for medical errors. In April, Maine became the first state
to ban the practice statutorily.

The Congressionally mandated Medicare measure is not projected to yield large savings — $21
million a year, compared with $110 billion spent on inpatient care in 2007. But it carries great
symbolism in the Bush administration’s efforts to revamp the country’s medical payment
system, which has long been criticized as driving up costs through perverse incentives that
reward the quantity of care more than the promotion of health.

The real money, many health economists believe, may come from reorienting the payment
system to encourage prevention and chronic disease management and to discourage
unnecessary procedures. The two major-party presidential candidates support such a
realignment, a rare point of consensus in a polarized health care debate.

“This is a specific case of the larger pay-for-performance trend, the idea that you should pay
more for quality than lack of quality, or in this case pay less for defects,” said Dr. Donald M.
Berwick, president of the Institute for Healthcare Improvement. “This whole trend is like a
juggernaut, and it is not going to stop.”

Pay-for-performance makes use of both the carrot and the stick. Medicare now grants bonuses
to doctors and hospitals that report quality measures. It is experimenting with rewarding
physicians who follow protocols for treating diabetes, coronary artery disease and congestive
heart failure. The Medicare Payment Advisory Commission, an arm of Congress, recently
recommended reducing payments to hospitals with high readmission rates.

Three years ago, HealthPartners, a Minnesota-based health maintenance organization, was first
in the country to refuse payment to hospitals for never events. Company officials said the policy



has yet to save much money. But at Regions Hospital in St. Paul, which is owned by
HealthPartners, the change has reinforced a new focus on reducing medical errors.

“Historically, there’s been some acceptance that these things happen,” said Brock D. Nelson,
the hospital’s president. “We’ve come to now accept that they’re avoidable. And that’s a sea
change.”

Some improvements have been technological, like an electronic prescribing system that has
helped cut medication errors in half. Others are breathtaking in their obviousness, like diligent
hand-washing.

Nurses have been trained to provide more information during shift changes about whether
patients are prone to falls. High-risk medications like heparin are now marked with pink labels
to ward against mix-ups.

Shortly before Cynthia A. Kehborn’s recent ankle fusion surgery, her orthopedic surgeon, Dr.
Peter A. Cole, checked records and asked her repeatedly whether he would be operating on her
left leg. He then took a sterile marker and signed his initials on her left ankle.

As they prepared for surgery, technicians tallied sponges and blades so they could later be sure
that none were left behind. Before taking up his scalpel, Dr. Cole was reminded by the “Time-
Out!” towel covering his surgical tray to call for a brief break.

“We have Cynthia here for a left ankle fuse,” he announced. “Does everybody agree?” After all
in the room chimed their agreement, he made his incision.

In pre-op, Ms. Kehborn, 48, said it had never occurred to her that patients might be charged for
a medical error.

“It should be the hospital’s and doctor’s responsibility to step up to the plate and own up to
their mistakes,” she said. “I'd be livid if we had to pay for it.”

The patient safety movement picked up steam in this country in 1999, when the Institute of
Medicine, a prestigious advisory group, estimated that 44,000 to 98,000 Americans died each
year from preventable medical errors.

In response, at least 20 states have passed laws requiring hospitals to report mistakes or
preventable infections publicly, according to the National Conference of State Legislatures. The
federal Centers for Medicare and Medicaid Services now requires hospitals to report on 42
quality measures. Hospitals that do not fully report may be docked up to 2 percent of their
reimbursement.

In 2002, the National Quality Forum, a standard-setting consortium for the health care industry,
compiled a list of 27 largely preventable adverse events, a list that grew to 28 in 2006 with the



addition of “artificial insemination with the wrong donor sperm or egg.” In 2003, Minnesota
became the first state to require reporting of all errors on the list, and last year the state’s
hospital association became the first to announce that its members would not bill for them.

The number of never events in Minnesota reported to the state has been low — 106 in 2004-5,
154 in 2005-6 and 125 in 2006-7. The most frequent errors have been bed sores, retained
objects and wrong-site surgeries. Regions Hospital had six or seven reportable errors in each of
those years, including one death, a suicide.

Because individual hospitals may report only a few serious errors a year, they have started
collaborating to look for common threads and propose solutions. Some of the innovations were
initially greeted with rolled eyes, but hospital officials say that has lessened. Nonetheless,
studies by the University of Minnesota found that some of the safety procedures, like the pre-
surgery time-outs, have largely become rote.

Clear trend lines are not expected for several years. Some states have found through audits
that not all errors are being reported, but Minnesota officials believe that compliance is high.

“There’s been an understanding by hospitals that we’re not trying to get them, that we’re really
focused on what we can learn from these events,” said Diane C. Rydrych, the state health
department official in charge of reporting.

Nancy E. Foster, vice president for quality and patient safety at the American Hospital
Association, said hospitals had generally accepted that many of the 28 adverse events should
never happen, like giving a patient the wrong type of blood. But she said other areas could be
gray, like an injury caused by a malfunctioning device.

“Anyone — | don’t care who they are — always finds it a little provocative to be held
accountable for something that is not within their control, especially when you have dedicated
yourself to doing the right thing for your patients,” Ms. Foster said. Such unforgiving standards,
she said, can “set an expectation among patients that staff will be closer to perfect than they
actually can achieve.”

Even America’s Health Insurance Plans, the leading industry trade group, has questioned
whether some of the conditions on the Medicare list are always preventable.

But Peter V. Lee, executive director of the Pacific Business Group on Health, based in San
Francisco, said occasional inequity was a price worth paying to send the message that careless
medicine will not be tolerated. “I don’t worry about that 1-in-100 case that can’t be avoided,”
he said, “because the benefit of not paying for the 99 that shouldn’t happen means a far
greater focus on avoiding harm. What we want is to encourage doctors and hospitals to get to
zero.”



Retirees ‘going through hell’ with declining markets, housing crisis
As asset values continue to fall, those 60 or older need bailout plan to work, analysts say

The Atlanta Journal-Constitution by Bob Dart, September 25, 2008

WASHINGTON — At the end of working lives where deprivation rarely dwelled, older Americans
now worry that they’re teetering at the edge of their own Great Depression.

“Right now, older Americans — those retired or about to retire — are going through hell,” said
Alicia H. Munnell, director of the Center for Retirement Research at Boston College. “They’re
seeing the value of their 401(k) assets decline and facing risks that assets will go down even
more in the future.”

No demographic group faces greater financial danger as Congress debates President Bush’s
proposed $700 billion bailout of the financial services industry.

People over 60 own nearly half of all equities, and have seen this wealth — and their sense of
security — plummet in recent months. Likewise, after paying mortgages for decades and
counting on rising home values to help fund their retirements, they’ve been blind-sided by the
fall in real-estate prices. And those with fixed incomes from pensions see inflation returning to
gobble up their nest eggs.

This age group has matured mostly amid prosperity and knows of the historic hardships of the
1930s only from their parents’ stories. Now, ready to enjoy retirement, they may be asked to
help pay higher taxes because of the blunders of financiers.

The fear and resentment of older Americans is evident on the Web site of AARP, the nation’s
largest organization for those over 50.

“I'm tired of being treated like sheeple. | don’t trust anybody in authority anymore,”
complained one writer. “People who were careful, didn’t go into debt, saved and scrimped, are
going to be the ones who have to pay for this bailout. They will see the value of their dollars go
down and their taxes go up to pay for the recklessness of those we trusted to keep our country
strong.”

“| feel AARP needs to urgently address the issue of the proposed bailout!” wrote another. “I|
feel it will result in massive inflation, and an erosion of all retirees’ standard of living.”

But some economists say older Americans especially need the bailout to succeed — and
succeed quickly.

“They need stability in the market,” Munnell explained. “For most, it doesn’t make sense to sell
now. The $700 billion so-called bailout seems like the best chance for them to enjoy some
security. It certainly seems better than not doing anything.”



Massive wealth held by those over 60

At the end of the third quarter of 2007, U.S. households and nonprofit organizations had almost
$10.5 trillion in equities, the Center for Retirement Research calculated from federal data. It
estimated that almost half of this was held by people over the age of 60.

Since the broad stock market has fallen by 23 percent since its peak in October 2007, the
Center said, Americans over the age of 60 have seen their equity wealth fall by nearly a fourth.
“The bailout could help retirees if it boosts the stock market,” acknowledged Richard Johnson, a
principal research associate at the Urban Institute in Washington. “But there are potential
down sides. What is unknown is how we’re going to pay for the bailout. Big tax increases in the
future would hurt retirees. Paying for the bailout could siphon money from Social Security and
Medicare.”

If the massive infusion of federal money sparks more inflation, the rising prices would also land
hard on retirees, Johnson said. “There are cost-of-living adjustments for Social Security, but
savings are not protected and traditional defined pensions usually don’t have inflation
escalators built in.”

In addition to their savings and financial investments, the economic crisis has hit older
Americans where they felt most secure — in their home equity.

“It’s one thing for people to be watching on the Internet on an hour-by-hour basis and see
equity prices decline. At least they can quantify how much was lost,” said Jack VanDerhei,
research director for the Employee Benefit Research Institute. “It’s quite another thing to hear
that the house you thought you were going to sell for half a million dollars to help pay for your
retirement is now worth much less — but you don’t know how much less.”

Many people planned on using the appreciation in their paid-for houses to provide up to 50
percent of their retirement funds, he said.

And, especially in an era where many took equity out of their homes to pay children’s college
costs and other expenses of middle age, older Americans are not immune to other aspects of
the housing crisis.

Many in foreclosure or behind on mortgage payments
The AARP’s Public Policy Institute reported last week that 684,000 Americans older than 50
were either in foreclosure or delinquent in mortgage payments.

“The public perception is that older Americans are financially secure in their homes,” said Susan
Reinhard, the institute’s director. “But the reality is that ... hundreds of thousands of others are
not and face unsettling uncertainty over their futures as homeowners.



“Older Americans depend on their homes both for shelter and as a retirement asset,” she
pointed out. “Losing a home jeopardizes long-term financial security. For older Americans it
also leaves them with limited time to recover.”

This particular crisis has another insidious aspect — older workers losing their jobs and
retirement investments in one swoop, said John Laitner, an economics professor at the
University of Michigan and director of the Michigan Retirement Research Center. Despite
warnings to diversity their 401(k) investments, many workers — especially at financial firms —
put too much of their money into their own companies, he said.

“If something goes wrong with the company, you can lose your shirt. You can lose the value of
your retirement account at the same moment you lose your job. It can really leave those people
high and dry,” he said.

HOW POOR IS POOR?
Rethink Poverty Calculation

The Ledger, September 27, 2008

Unemployment is up, job growth is down, more Americans are going deeper into debt and
housing foreclosures are epidemic.

But the good news is that the nation's poverty rate is holding steady at about 12.5 percent, the
Census Bureau announced recently.

President Bush seized on the new census data to assure us that "more of our citizens are doing
better in this economy, with continued rising incomes and more Americans pulling out of
poverty."

Or maybe not. Increasingly the argument is being made that the federal poverty level (of
$21,000 for a family of four) isn't a very accurate gauge of just how poor is poor.

Indeed, critics point out that the method used for calculating the poverty rate hasn't changed
since the 1960s. Moreover it's a one-dimensional calculation based on the faulty assumption
that Americans spend about one-third of their after-tax earnings on food. (Actually, Americans
spend about one-seventh of their after-tax income on food).

Changes Recommended Decade Ago

Left out of the calculations entirely are factors such as housing costs, debt, the cost of clothing,
gas, electricity and other expenses that all families must contend with. More than a decade ago,
a National Academy of Sciences panel recommended that the federal government change the
way it calculates poverty to take into account more realistic cost-of-living factors as well as cost
variables in different regions of the country.

"If the NAS recommendations were adopted, millions more people would be considered
officially poor," argues a position paper from the National Center for Children in Poverty. "...



Across the country, families typically need an income of at least twice the official poverty level
to meet basic needs."

A bill filed this month by Rep. Jim McDermott, D-Wash., calls for a new formula to measure
poverty that would include the cost of housing and clothes as well as food.

Government Fools Itself

So why does the federal government cling to an antiquated-and-wildly misleading method of
calculating poverty? For one thing, an artificially low poverty rate makes politicians look good.
For another, the federal poverty rate is used to determine how billions of dollars in federal
funds are disseminated to states and communities. If more people are declared officially poor,
the demand for more government assistance would certainly increase.

On the other hand, a poverty calculation that serves political rather than economic objectives is
the essence of a morally bankrupt public policy.

In essence, our government is fooling itself, and us, about the real depth of poverty in America.
It may be unrealistic to expect this president and this Congress to revisit the poverty measure in
the midst of a national election.

But establishing a reality-based federal poverty measure ought to be high up on the post-
election agenda.
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