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CREATING A MEDICARE PRESCRIPTION
DRUG BENEFIT: ASSESSING EFFORTS TO
HELP AMERICA’'S LOW-INCOME SENIORS

WEDNESDAY, APRIL 17, 2002

HOUSE OF REPRESENTATIVES,
COMMITTEE ON ENERGY AND COMMERCE,
SUBCOMMITTEE ON HEALTH,
Washington, DC.

The subcommittee met, pursuant to notice, at 10 a.m., in room
2123, Rayburn House Office Building, Hon. Michael Bilirakis
(chairman) presiding.

Members present: Representatives Bilirakis, Barton, Deal, Burr,
Whitfield, Ganske, Norwood, Cubin, Pickering, Bryant, Buyer,
Pitts, Brown, Waxman, Strickland, Barrett, Capps, Pallone,
Deutsch, Eshoo, Stupak, Engel, Wynn, Green, and Dingell (ex offi-
cio).

Also present: Representative Gordon.

Staff present: Chuck Clapton, majority counsel; Steven Tilton,
health policy coordinator; Eugenia Edwards, legislative clerk; Amy
Hall, minority professional staff; Bridgett Taylor, minority profes-
sional staff; Karen Folk, minority professional staff.

Mr. BILIRAKIS. Good morning. I now call to order this hearing of
the Health Subcommittee, and would like to start by welcoming our
witnesses and all of the subcommittee members. I would also like
to thank our witnesses for taking the time to appear before the
subcommittee today. I am sure your testimony will prove valuable
as we consider how best to provide our Nation’s Medicare bene-
ficiaries with an affordable comprehensive prescription drug ben-
efit. Moreover, I appreciate those of you in the audience for attend-
ing today’s hearing. I know that you had a choice this morning to
view a similar topic.

On that point, I would like to reiterate that we are working joint-
ly with our colleagues on the Ways and Means Committee to de-
velop a comprehensive Medicare bill. I believe it is best for our
committees to work together and develop a common package for
the House to consider.

We took this approach, if you will recall, on developing our Medi-
care Regulatory Relief Bill, which seems to be stuck in the Senate,
and it proved very effective with the bill passing on the floor by a
vote of 408 to zero.

Prescription drugs serve as a vital component in the practice of
medicine today, and it is unconscionable that our current Medicare
program does not include this benefit. Millions of Medicare bene-
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ficiaries are finding it increasingly difficult to pay for their pre-
scription drugs because they lack adequate drug coverage. Finding
some way to help seniors pay for their drug coverage is a top pri-
ority not only for me, but I daresay for this entire committee. How-
ever, we must do so in a way that protects and strengthens Medi-
care and does not bankrupt this very vital program.

I firmly believe that one of the greatest legacies we can leave for
future generations is a Medicare program that is on sound finan-
cial footing, and that is why I would like to think that we are all
determined to protect the long-term solvency of Medicare.

We are also determined to provide our Medicare beneficiaries
with a comprehensive prescription drug benefit that they can af-
ford. Such a benefit would preserve individual choice without put-
ting an excessive financial strain on the program. We will continue
Wg{king to ensure that this vision becomes a reality as soon as pos-
sible.

I also believe that limited Federal resources should be targeted
toward areas where they will have the greatest impact. There are
millions of Americans who are suffering now, and as we consider
how to develop a comprehensive prescription drug benefit I believe
that we should focus some of our attention on strategies that will
best help our poorest and sickest Medicare beneficiaries.

It is important to examine innovative ways to help vulnerable
seniors within the context of a comprehensive benefit, and that is
why I called today’s hearing.

I would like again to offer a warm welcome to all of our panelists
and to thank them for their time and effort in joining us, and now
recognize ranking member, Mr. Brown, for an opening statement.

Mr. BROWN. Thank you, Mr. Chairman. I first point out that in
light of the tax cut that Congress passed last year, I am glad that
we can still afford to spend money on ourselves in this nice, new
committee hearing room.

Mr. Chairman, I understand the title of this hearing is Creating
a Medicare Prescription Drug Benefit: Assessing Efforts to Help
America’s Low-Income Seniors. I have read the testimony of our
witnesses, and there clearly are lessons to be learned from these
programs.

Michael Hillerby’s testimony, for example, discusses how Nevada
addressed risk selection and other obstacles to maximize participa-
tion in the program. Notably, Nevada’s program evolved from two
plans which proved confusing for beneficiaries, as we remember
from a year or so ago, to a single plan. Nevada also found that the
cost-sharing burden needed to be modest to attract enrollees and
prevent risk selection.

Finally, based on written testimony in the Nevada plan sub-
mitted by State Assemblywoman Barbara Buckley, who testified
here earlier, the decision to use a private insurer rather than di-
rectly administer the program has increased the State’s cost signifi-
cantly. Milliman and Robertson estimated the State could operate
senior Rx in Nevada for $54 per member per month. The State is
paying a private insurer, however, $81 per member per month to
deliver the same benefit. Government simply does it better than
the private sector, a single plan which could be administered at a
lower cost by the government with modest cost-sharing. I don’t
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know about you, but to me that sounds a lot like Medicare Part B.
It is something we should think about.

Congress should also take note of State efforts to achieve lower
prices for prescription drugs. When it comes to making the pre-
scription drug market more competitive, the States have been
forced to do the heavy lifting on behalf of low-income seniors and
all Americans. States are suing the drug industry for anti-competi-
tive behavior and lobbying Congress about the Gap Bill. Joanne
Emerson and I introduced the Gap Bill to close legal loopholes that
drug companies consistently and persistently use to keep generics
off the market.

Timely access to generic drugs can save consumers and third-
party payers literally billions of dollars, but just as the States can’t
shoulder our responsibility when it comes to prescription drug cov-
erage, they cannot do our work for us when it comes to prescription
drug competition. Drug companies exploit Federal laws to block
timely access to generics. It is going to take Federal action to stop
them.

If Congress wants to provide meaningful assistance to the States
without diverting finite resources away from a drug benefit for all
seniors, we should take action on the Gap Bill. Note, I said “all
seniors.” The title of this hearing could be interpreted to mean we
are looking for guidance on federally finance Stop-Gap measures
like those in the President’s Budget. I won’t be party to that.

Low-income assistance, whether it takes the form of Medicaid or
the form of State drug assistance programs or the much talked
about discount card is a symptom of the problem, not a temporary
or permanent solution to it. Of those seniors who lack drug cov-
erage, 70 percent are above 150 percent of poverty—70 percent. Do
we think those seniors are crying “wolf” when they say they need
prescription drug coverage? Should we wait until prescription drug
expenses push them into poverty before taking action? I refuse to
minimize, much less ignore, the plight of those seniors, and I won’t
cater to the notion that we can’t add a drug benefit to Medicare
quickly so we must start with low-income assistance. That is a
manufactured problem. We, to be sure, could add Medicare drug
coverage—or drug coverage to the Medicare benefits package, and
we could do it soon.

The inevitable delays are actually discretionary on the part of
the administration and the part of Congress. The President and
Congress do not have to tether prescription drug coverage to Medi-
care privatization. We don’t have to force seniors into Medicare or
into private drug plans, as my colleagues on the other side of the
aisle have proposed, nor do we have to condition seniors’ access to
prescription drug coverage on their willingness to accept wholesale
changes in the Medicare program, which is the position the Presi-
dent has taken.

The President and Congress could prioritize prescription drug
coverage ahead of additional tax cuts. We have that choice. This
body could, this body should, discard the ulterior motives, put its
money where its mouth is, and add prescription drug coverage to
the Medicare benefits package.
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Mr. Chairman, that concludes my remarks. I would like to ask
unanimous consent that anybody’s statement, including Mr. Din-
gell’s, be admitted into the record.

Mr. BILIRAKIS. Without objection, that will be the case. The
Chair now recognizes Mr. Norwood for an opening statement.

Mr. NorwooOD. Thank you, Mr. Chairman, and thank you for
holding this very important hearing. I am going to be brief so we
can get right down to business and get down to our witnesses.

I believe there are two critical issues that motivate our concern
about seniors and prescription drugs. One is that seniors need the
security of knowing that the cost of prescription drugs will not
bankrupt them as they become severely ill. That is why we should
make Stop-Loss coverage a critical component of any prescription
drug package.

The second critical issue is that low-income seniors are very sen-
sitive to the cost of drugs. It doesn’t take much before a senior is
forced to decide between medications or food. Any prescription drug
package must include comprehensive coverage for low-income sen-
iors. That is why today’s hearing is so very important.

While we can all agree that providing a benefit for low-income
seniors is essential, we are far from consensus on how we should
go about doing that.

I am particularly interested in Doug McClellan’s testimony on
the President’s approach and how it will affect the State’s ability
to pay for Medicaid. I am also interested in Ms. Braun’s testimony
on the AARP position. I have my concerns about the direction the
AARP is taking. Apparently, you all think that we just simply have
a trillion dollars lying around to spend particularly at this time
where Homeland Security is so important and our Nation is at war.
I am hoping this testimony is going to make me feel a lot better
about that.

I look forward, Mr. Chairman, to our witnesses’ testimony, and
I will yield back the balance of my time.

Mr. BILIRAKIS. The Chair thanks the gentleman, and I will recog-
nize Mr. Pallone for an opening statement.

Mr. PALLONE. Thank you, Mr. Chairman. Mr. Chairman, I must
start out by saying that I disagree with the basic notion of today’s
hearing, that we should address prescription drugs in the context
of low-income people somehow separately from everyone else. I
think it goes against the fundamental principle of Medicare as a
guaranteed benefit which should be universal.

So, I think we should be talking about a Medicare prescription
drug benefit that everyone has, that is guaranteed, and is not
based on income. I think if you dwell on the low-income issue, you
are basically, in a political sense, taking away from the larger
issue. You are somehow giving the impression that if we address
low-income seniors that that is okay, and that the rest of the sen-
iors don’t necessarily need to have a benefit.

I am also concerned about the fact that I don’t hear any state-
ment on the part of the Republicans or the President addressing
the cost issue. Ultimately, we have to address the issue of cost and
pricing and, frankly, that is something that not only would help
seniors, but would help everyone, that we don’t want prescription
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drugs to get so unaffordable that people simply don’t have access
to them anymore.

And in that context, I do want to mention generics as well. I
think that it is quite clear that low-cost, quality generic drugs will
help pay for benefits and lower the overall cost. There was a Bran-
deis University study that came out within the last couple of
months that shows very dramatically that you can bring down
costs considerably by using prescription drugs. And in that context,
we also need to address the legislation, as our ranking member
said, to end the tactics the brand industry uses to delay generic
competition.

Now, there are two proposals that have been put forward by the
Bush Administration, and I think they are hardly adequate, with
regard to low-income beneficiaries as well. One is the $77 billion
offered to provide a low-income benefit pursuant—I guess for sen-
iors that did not qualify for Medicaid—but this $77 billion would
only cover 3 million of the nearly 40 million Medicare beneficiaries,
and there is no guarantee that the proposed benefit would provide
significant prescription drug purchasing relief, the other 37 million
Medicare beneficiaries struggle to pay for increasingly expensive
drugs. This attempt at proposing a low-income drug benefit is, I
think, a political attempt to avoid fulfilling the President’s promise
to provide decent health care to all seniors, regardless of their in-
come situation.

The administration’s other proposal is, of course, the drug dis-
count card, and I think that one is totally a sham because a num-
ber of individual companies like Merck and newly formed coalitions
of drug companies already offer these kind of drug cards. I think
those existing programs make the Bush proposal redundant, a sort
of bandaid approach to solving the high cost of prescription drugs.

The National Association of Chain Drug Stores and other groups
representing pharmacies have already filed suit against the admin-
istration because the proposal places an unfair burden on phar-
macies. The plan would require drug stores to lower their prices,
but stores may not necessarily see a reduction in wholesale prices.

So, basically, what I see here are two administration proposals—
one to try to basically carve out low-income seniors, which I think
takes away from the goal here of universal coverage that won’t
work, and the second one is the drug discount card which is essen-
tially a sham.

Let us get back to the real issue, a universal benefit for all Medi-
care beneficiaries. Thank you, Mr. Chairman.

[The prepared statement of Hon. Frank Pallone follows:]

PREPARED STATEMENT OF HON. FRANK PALLONE, JR., A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW JERSEY

Mr. Chairman, thank you for holding this hearing on prescription drugs for low-
income Medicare beneficiaries.

I commend you for addressing the needs of low-income seniors throughout the na-
tion, and although I do agree that low-income seniors should receive extra assist-
ance with prescription drug premiums and cost sharing, nevertheless, I think it is
the responsibility of this Subcommittee to discuss and propose a universal prescrip-
tion drug benefit.

The only two proposals that have been put forth by the administration are hardly
adequate and in fact, have not convinced me that even low-income beneficiaries will
receive appropriate prescription drug coverage. The two proposals that I am aware
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of are: 1) $77 million in funding to states for drug-only coverage for low-income sen-
iors that do not qualify for Medicaid and 2) A Medicare prescription drug card that
would provide discounts on drugs.

The $77 billion offered in the proposal is grossly inadequate to provide prescrip-
tion drug coverage for seniors. This amount would only cover 3 million of the nearly
40 million Medicare beneficiaries, and there is no guarantee that the proposed ben-
efit would provide significant prescription drug purchasing relief. The other 37 mil-
lion Medicare beneficiaries struggle to pay for increasingly expensive drugs as well.
This attempt at proposing a low-income drug benefit is clearly a political attempt
to avoid fulfilling a promise to provide decent health care to seniors.

The administration’s other proposal builds on the proposed Medicare prescription
drug card to supposedly give seniors access to drug discounts of 10 to 25 percent,
by quickly putting in place the structure for a Medicare drug benefit that uses the
best features of private drug benefits to get lower prices from drug manufacturers.

The plan is a sham because a number of individual companies, like Merck-Medco,
and newly formed coalitions of drug companies already offer similar programs. This
makes the offer by Bush a redundant discount and a band-aid approach to solving
the high cost of prescription drugs, which is the biggest health crisis facing Amer-
ica’s seniors.

The National Association of Chain Drug Stores and other groups representing
pharmacies have already filed suit against the administration because the proposal
places an unfair burden on pharmacies. The plan would require drugstores to lower
their prices, but stores may not necessarily see a reduction in wholesale prices.

What we need to accomplish for our seniors is a prescription drug benefit that
is defined, guaranteed, voluntary, affordable and accessible to all beneficiaries and
part of the Medicare program. Democrats have been advocating for this type of a
prescription drug benefit for Medicare beneficiaries. It is now time for Republicans
put aside their substandard proposals, put aside their attempts at privatizing Medi-
care and pay attention to the needs of all Medicare beneficiaries.

Mr. BILIRAKIS. The Chair would recognize Mr. Whitfield for an
opening statement.

Mr. WHITFIELD. Mr. Chairman, thank you very much, and of
course this hearing is one of the more important hearings we are
going to be having, and this subject matter I think is a priority for
all Members of Congress today.

Those of us who represent rural areas particularly are aware of
the needs of our senior citizens for a prescription drug benefit.
Fifty percent of all beneficiaries living in rural areas lack drug cov-
erage compared to 34 percent in metropolitan areas.

As you remember, the House passed a prescription drug benefit
last year, and the Senate did not act on it. And I am convinced that
the House will pass another prescription drug benefit this year,
and I hope that the Senate will act on that.

Mr. Norwood mentioned the fact that there are so many different
plans out there that it is difficult to come up with a consensus to
move forward. We have plans ranging in cost from $70-75 billion
a year up to $750 billion over a 10-year period, and I think that
we do have to be responsible in moving forward, and we may not
be able to come up with a Cadillac plan this year because we do
not want to jeopardize the entire Medicare program with the cost
of these programs.

We have been criticized on the Republican side for reducing taxes
and trying to move for a permanent tax reduction, but I think
there is a large segment of people in America today, particularly
young people with children, who want to help their senior citizens
on Medicare have a prescription drug benefit, and they are willing
to pay their payroll taxes to do that.

They are also paying taxes so that those people in low-incomes,
$20,000-or-so and below, receive their health care from Medicaid,
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and prescription drugs from Medicaid, but many of these people in
the middle range—they are not on Medicare, they are not on Med-
icaid—they cannot afford health care for themselves and their fam-
ilies, while at the same time paying for prescription drugs for sen-
iors and those in low-income.

So, I am convinced that we have the ability to come up with a
meaningful prescription drug benefit for our senior citizens while
at the same time not bankrupting those in the middle areas. I am
convinced that the House will have a meaningful prescription drug
benefit, and I am anxious to work with our fellow members on the
other side of the aisle in coming up with a constructive plan that
is affordable, that is meaningful, that can make a difference in the
lives of seniors.

I yield back the balance of my time.

Mr. BILIRAKIS. Mr. Stupak.

Mr. StupPAK. Thank you, Mr. Chairman, and thank you for hold-
ing this hearing. Mr. Chairman, year after year we have held hear-
ings on prescription drug benefits for seniors. Year after year we
have had many of the same witnesses who appear before us today
say the same thing. All of them emphasize the need for a prescrip-
tion drug benefit, yet year after year we have done nothing. That
is because year after year we argue about what form this benefit
will take.

We have in front of us today witnesses who will testify as to the
various forms this benefit should take. I am concerned in particular
with one proposal, that of a prescription drug card. Various pre-
scription drug cards are already out there. Some of these cards are
no solution at all.

One of them, entitled the National Prescription Health Plan,
works this way: One of my constituents came up to me at a town
hall meeting over Easter break, in Dollar Bay, Michigan, took out
his card, told me that he paid a premium for it, and went to the
local pharmacist when they had to refill two of their prescriptions.
According to this card, they would save 30 to 35 percent. Using the
National Prescription Health Plan, they saved 12 cents on one of
their prescriptions, Combivent. The other prescription, Diltiazem,
is actually a generic. But by using their National Prescription
Health Plan, the price, by using the card, actually doubled. The
cost of the generic high blood pressure medication jumped from
$47.49 without the card, to $81.43 with the card. This makes me
doubt the wisdom of this card. It is just another way for some
pharmaceutical companies to game the system.

If pharmaceutical benefit managers can steer consumers to one
drug and charge exorbitant fees for another, how does this really
help the consumer?

I am a co-sponsor of Tom Allen’s prescription drug bill, H.R.
1400, which would hold the cost down to the average of the prices
paid by consumers in other foreign countries like Canada and Mex-
ico. Perhaps it is time for Congress to consider cost-control meas-
ures. Last year, the average pharmaceutical prescription drugs rose
approximately 18 percent for the third year in a row of high, dou-
ble-digit inflation on prescription drugs.

I believe it is time for health care and prescription drug benefit
for all Americans. I look forward to hearing testimony from our
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witnesses today, Mr. Chairman. I look forward to working with you
in the future on this issue. Thank you.
[The prepared statement of Hon. Bart Stupak follows:]

PREPARED STATEMENT OF HON. BART STUPAK, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF MICHIGAN

Thank you, Mr. Chairman, and thank you for holding this hearing.

Year after year we’ve held hearings on a prescription drug benefit for seniors.
hYear after year we’ve had the same witnesses in front of us, saying the same
thing.

All of them emphasize the need for a prescription drug benefit.

We all realize the need for a prescription drug benefit.

Yet year after year we’'ve done nothing.

That’s because year after year we argue about what form this benefit will take.

We have in front of us today witnesses who will testify as to the various forms
this benefit should take.

I am concerned in particular with one proposal, that of a prescription drug card.

Various prescription drug cards are already out there.

Some of these cards are no solution at all. One of them, entitled the National Pre-
scription Health Plan, works this way.

One of my constituents in Dollar Bay Michigan, took this card—which they paid
a premium for—to their local pharmacist when they refilled two of their prescrip-
tions.

Using this card, they saved 12 cents on one of their prescriptions. 12 cents.

The other prescription—if you can believe this—actually DOUBLED in price using
this card.

The cost of a generic high blood pressure medication jumped from $41 to $81.

This makes me doubt the wisdom of a drug card.

If pharmaceutical benefit managers can steer consumers to one drug by charging
exorbitant fees for another, how does that help a consumer?

I am a co-sponsor of Tom Allen of Maine’s prescription drug bill, H.R. 1400, which
would hold costs down to the average of prices paid by consumers in selected foreign
nations.

Perhaps it is time for Congress to consider cost control measures.

Thank you Mr. Chairman, and I look forward to the testimony of today’s wit-
nesses.

Mr. BILIRAKIS. I thank the gentleman. Ms. Cubin for an opening
statement.

Ms. CUBIN. Thank you, Mr. Chairman. Congress has every intent
of drafting a prescription drug benefit under Medicare and make
no mistake about it, we will get it done. I would like to remind ev-
eryone that the House of Representatives passed a prescription
drug program before. It did not pass in the Senate, but to suggest
that the House isn’t working on it in a sincere way to get a plan
passed for the most needy seniors certainly is wrong.

The problem we face at present is how to get some relief to sen-
iors right now, as they face costs that continue to rise. This hearing
will give us a good indication of the progress we are making with
temporary prescription drug remedies, such as discount drug cards
and expanding Medicaid programs.

There are a number of drug cards in the pipeline that are de-
signed to help those seniors who have the highest of drug costs,
while at the same time very low incomes. I truly applaud the col-
laborative effort of so many in the private sector to work together
to implement these drug cards at a time when very much is need-
ed.

I represent the State of Wyoming which is very, very rural. Sen-
iors in my State not only need help with their drug costs, but they
need help in accessing health care, period. For those who of you
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who are not familiar with Wyoming, the State goes beyond what
is commonly known as “rural status” to something called “frontier
status,” having a population density of less than six people per
square mile. In fact, 22 of Wyoming’s 23 counties have this “fron-
tier” designation. Wyoming relies almost exclusively on three
health insurers in the State, and that is it—three. We have no
other choices. There are no Medicare+Choice plans which tradition-
ally offer drug coverage, and the State’s Medicaid Pharmacy Pro-
gram is buckling from the weight of increased utilization and high-
er drug costs. For example, expenditures for prescription medica-
tion in Wyoming Medicaid Pharmacy Program have almost doubled
between 1996 and 2000, from $13.3 million to $25.3 million. That
is a 1stag.grg.gering amount of money in a State that has only 490,000
people.

I am also very receptive to any drug proposal that can offer some
help in the interim to seniors. This committee will continue to work
to enact a comprehensive prescription drug benefit program under
Medicare, but in the meantime we should continue to entertain
proposals put forth by those in the private sector to take care of
those seniors who are the most needy.

I am anxious to learn more from our witnesses today, and with
that, Mr. Chairman, I yield back the balance of my time.

[The prepared statement of Hon. Barbara Cubin follows:]

PREPARED STATEMENT OF HON. BARBARA CUBIN, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF WYOMING

Thank you, Mr. Chairman.

Congress has every intent of drafting a prescription drug benefit under Medicare,
and make no mistake about it we will get it done.

The problem we face at present is how to get some relief to seniors right now as
they face drug costs that continue to rise.

This hearing will give us a good indication of the progress we are making with
temporary prescription drug remedies, such as discount drug cards and expanding
Medicaid programs.

There are a number of drug cards in the pipeline that are designed to help those
seniors who have the highest of drug costs while at the same time very low incomes.

I applaud the collaborative effort of so many in the private sector to work together
to implement these drug cards, at a time when it is very much needed.

I represent the State of Wyoming, which is very rural. Seniors in my state not
only éleed help with their drug costs, but they need help in accessing health care
period.

For those of you not familiar with Wyoming, the state goes beyond what is com-
monly known as “rural” status t% stmebligre paphed “
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Mr. BILIRAKIS. The Chair thanks the gentlelady. Mr. Wynn, for
an opening statement. The Chair apologizes to Mr. Wynn, he
should have been called much earlier.

Mr. WyYNN. Thank you, Mr. Chairman. Certainly, no apology
needed. I want to applaud you for calling this hearing. I think it
is certainly very important. But I also want to join the chorus that
]ios ca?ing for a universal prescription drug benefit, a Medicare-type

enefit.

The fact of the matter is that over 50 percent of the beneficiaries
have incomes above 175 percent of poverty, which is to say middle-
class and working-class seniors who worked and saved all of their
lives are not being covered by the prescription drug benefit that the
Republican side is discussing. And I don’t think that that’s fair.
They shouldn’t have to compromise the quality of their lives be-
cause of the high cost of prescription drugs.

Seniors suffer from heart disease, cancer, diabetes—you could
name a wide range of illnesses—are basically having their lifestyle
gouged because of the high cost of prescription drugs.

I note that the President is budgeting about $270 billion for pre-
scription drug coverage whereas a universal plan would cost about
$700 billion. I also note that this week we are poised to make per-
manent tax cuts that basically benefit the very wealthy, again leav-
ing middle-class and working-class seniors without a prescription
drug plan.

I think this is a worthy cause, this is an important issue, and
we ought to be working toward a universal plan to cover all sen-
iors. I relinquish the balance of my time.

Mr. BILIRAKIS. Mr. Burr for an opening statement.

Mr. BURR. I thank you, Mr. Chairman. I think most members of
this committee would agree that in 1965 when Medicare was cre-
ated, prescription drugs were not part of any health care plan. So
it is not unusual to believe that at some point we would have a de-
bate as to whether prescription drugs would become part of the
seniors health plan in America. I think some may question why it
has taken us so long to reach the point that we have, and it is be-
cause there are varying suggestions on how we get there, the scope
of the benefit.

In the end, it is this committee, Ways and Means, ultimately this
Congress, who will be challenged to make sure that the benefit is
what seniors need and, as importantly, that our children can afford
it. We do absolutely no good if we design a benefit that 10 years
from now we find America can’t pay for and, therefore, we revert
to some of the things we’ve already tried in health care, which is
to just continue to cut what we are willing to reimburse for the pro-
gram.

I want to welcome all of our witnesses today. I think this is a
valuable hearing, Mr. Chairman. I think that the benefit is needed.
It is needed because, in fact, we have got to come up with a plan
that is accessible, affordable and, more importantly, voluntary. It
has got to incorporate the right incentives for employers that cur-
rently offer prescription drugs as a retirement benefit to stay in the
business of supplying prescription drugs as a retirement benefit. It
will challenge every bit of creativity that we can come up with, but
I have got to go back to where I started.
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If, in the end, we haven’t designed something that our children
can afford, then this Congress will have made a grave mistake. I
look forward to the witnesses today, Mr. Chairman, and the ques-
tions that will be asked by this committee, and I yield.

Mr. BILIRAKIS. The Chair thanks the gentleman. Ms. Capps for
an opening statement.

Ms. Capps. Thank you, Mr. Chairman, and I want first to ac-
knowledge the presence in our hearing room of 14 high school stu-
dents from Santa Barbara, California, who are here in Washington,
DC for the Washington Institute for Jewish Leadership and Values,
with their Rabbi. And the fact that they are here, having traveled
clear across the country from the central coast of California for this
hearing on Medicare indicates to me the seriousness of this topic
and the importance of it as well, importance of it in my congres-
sional district when I go back on weekends to hold office hours,
meet with senior and health groups, even if I am just walking
down the street or in the grocery store, this is the issue that my
constituents are talking with me about. It has not been on the
front page of newspapers recently, or the lead story on the evening
news, but it is foremost in the minds of my constituents. And I
would note that in this morning’s Washington Post, David Broder
has a column called “Health Care in a death cycle,” in which he
is referring to a related issue, the staggering increases in insurance
premiums. So, seniors ask me when Medicare is going to cover
their medicine. Younger men and women ask when their parents
are going to be able to get help from the government. This is the
issue that consumes their thoughts and causes their deepest wor-
ries. This is what people on a fixed income and whose lives are—
and all of our lives—are dependent upon an always improving pre-
scription drugs. And because medical advances that are under-
standing of aging and new miracle drugs, because of all these ad-
vances, their lives have been extended far beyond what they ex-
pected and prepared for. These increased medical costs, particu-
larly the rapid growth in prescription drug costs, are spiraling be-
yond the ability of any of them to pay for. Almost all of them are
falling into this category.

Projections by the CBO give us information that seniors will
spend $1.8 trillion over the next 10 years on prescription drugs not
covered by Medicare. It is mind-boggling. We can’t expect this to
continue. That is why we are in agreement, we need to have a pre-
scription drug benefit quickly dealt with.

But I have, along with others, serious concerns about the pro-
posals put by the President. His recommendation would only help
the poorest seniors, and that is what the topic of our hearing is
today. This leaves out millions of our parents and grandparents
facing the same kind of choices about whether to take their medi-
cine or to pay for their other basic expenses.

I am also concerned about using a Federal matching system that
would give seniors in different parts of the country different bene-
fits with different cost-sharing. I am skeptical of approaches using
private insurers to provide this benefit, as has been suggested by
some.

Medicare was established because the private insurance system
could not provide health care to seniors in a way they could afford
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simply because it isn’t good business for these older people. As we
have experimented with privatization in the Medicare+Chose pro-
gram, it has shown us the little success that we can expect. Since
the program’s inception, 2 million seniors have been dropped from
their Medicare HMOs. Medicare+Choice is popular in my district
primarily because of the prescription drug benefit it offers, but as
the HMOs pull out, as cost-sharing increases, and as the very bene-
fits they want are cut, seniors are losing patience.

Medicare is meant to help seniors get the care they need that
private insurance won’t provide, and now, as we update the stand-
ards of that care, I think it is important that we avoid making the
mistakes of the past. We need to deliver a prescription drug ben-
efit, Mr. Chairman. That benefit needs to be a standard benefit
that they can count on no matter where they live or how much
money they have.

I appreciate the opportunity to hear from out witnesses on this
subject, and I look forward to working with you on the solution to
these problems. I yield back.

[The prepared statement of Hon. Lois Capps follows:]

PREPARED STATEMENT OF HON. Lois CAPPS, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF CALIFORNIA

Mr. Chairman, the single most important issue to the seniors in my district is a
Prescription Drug Benefit.

When I return to my district, hold office hours, meet with senior and health
groups, even when I am just walking down the street, this is the issue they talk
to me about.

While this issue has not been on the front page of the newspapers recently, or
the lead story on the evening news, it is foremost in the minds of my constituents.

Seniors ask me when Medicare will cover their medicines. Younger men and
women ask when their parents will be able to get help from the government.

This is the issue that consumes their thoughts and causes their deepest worries.

This is about people who are on a fixed income and whose lives and quality of
life are dependent on always improving prescription drugs.

And because medical advances, better understanding of aging, and new miracle
drugs their lives have been extended far beyond what they expected and prepared
for.

The increased medical costs, particularly the rapid growth in prescription drug
costs are spiraling beyond their ability to pay.

According to projections by the Congressional Budget Office seniors will spend
$1.8 trillion over the next ten years on prescription drugs not covered by Medicare.

This is mind-boggling. We cannot expect seniors who have to limit their spending
to foot the bill without help.

That is why I think all of us are in agreement that we need to pass a prescription
drug benefit quickly.

But I have serious concerns about the proposals put forward by the President and
others. His recommendation would only help the poorest seniors and leave millions
of our parents and grandparents facing choices medicine and other basic expenses.

I am also concerned about using a federal matching system that could give seniors
in different parts of the country different benefits with different cost sharing.

And I am skeptical of any approach using private insurers to provide this benefit,
as has been suggested by some.

Medicare was established because the private insurance system could not provide
health care to seniors in a way they could afford, simply because it was not good
business.

And we have experimented with privatization in the Medicare + Choice program,
but with little success.

Since the program’s inception 2 million seniors have been dropped from their
Medicare HMOs.

Medicare+Choice is popular in my district because of the prescription drug benefit
it offers. But as the HMOs pull out, as the cost-sharing increases, and as the very
benefits they want are cut they are losing patience.
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Medicare is meant to help seniors get the care they need that private insurance
won’t provide. And now, as we update the standard of that care, I think it is impor-
tant that we avoid making the mistakes of the past.

We need to deliver a prescription drug benefit, Mr. Chairman, and that benefit
needs to be a standard benefit that they can count on no matter where they live
or how much money they have.

I appreciate this opportunity to hear from our witnesses on this subject and I look
forward to working with you on a solution to these problems.

Mr. BILIRAKIS. The Chair thanks the gentlelady, and would like
to welcome the young group from Santa Barbara on behalf of the
entire committee.

Mr. Buyer for an opening statement.

Mr. BUYER. Mr. Chairman, I will be brief. I love living in Amer-
ica, a place where it is okay to dream big, a place where individ-
uals embrace freedom, innovation, initiative, where we take the
great minds of not only our own country but that come from all
over the world to be here so that here in America we can push the
bounds in human health, of science, biology, engineering, physics,
into a realm where Mother Nature has never been. There have
been great benefits to our society. Who wouldn’t want access to all
of those “benefits” that come?

Then the question about access is “who pays”? As I sat here and
listened to some of my colleagues this morning, it is sort of “gee,
let’s just give everybody”—and you get the sense that it is “some-
thing for nothing.” It is not.

I am anxious to hear from our witnesses, whether it is from the
AARP or whomever, about what are the cost implications. Just as
equally, what are the cost-shifting implications of what we are even
proposing?

So, my bottom line is—I am going to yield back—whatever we do,
I don’t want anything to ever have a chilling impact upon a great
country that I love, and that can deliver medicine that has a great
benefit not only to us, but under the world that is jealous about
what we have. I yield back.

Mr. BILIRAKIS. The Chair thanks the gentleman. Ms. Eshoo for
an opening statement.

Ms. EsHOO. Thank you, Mr. Chairman, for holding this hearing.
It is an important one. It is not the first time we are discussing
the issue. I think that everyone understands that we are not debat-
ing whether we should have a policy that guides us in offering a
Medicare prescription drug benefit, the debate is over how. And I
think that it is important to just give some ground truth on this
thing.

We all say that we are for it, and we are because we know what
the needs of our people are at home. They tell us every week when
we go back to our congressional districts.

There is really a chasm between the Republican Party and the
Democratic Party on this, and it really goes to the core of our views
on how or what the government can and should do. This debate
about only doing part of this—only doing part of this—I would like
to pose this question. If, in fact, you are only going to offer a ben-
efit that touches a handful of beneficiaries that are in the system,
why don’t you repeal Part A and Part B? Why don’t you rewrite
that and bring the same principle that is being offered today by the
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administration and by my Republican colleagues, because that is
really what you are talking about.

I have heard members say here in this committee that to offer
a universal benefit is the equivalent of reparations for the elderly.
Come on. Come on. This week we are going to vote on making per-
manent—making permanent—the 10-year tax cut. In the second 5
years of the 10-year plan, we will put permanently into the Tax
Code $4 trillion for that tax cut. I am for some tax cuts. I come
from a place where people like them. Most frankly, every American
likes a tax cut. But, you know, you really have to put—this is on
its head. We are saying that we can’t afford it. We are saying that
it only should have parentheses around it. We are saying we can’t
do a Cadillac plan. It is all of this driving with an emergency brake
on.
I venture to say that if you are for something in Medicare, that
you stick with the Medicare program. It is what people embrace.
It is what they use. It is their insurance plan. And if you are not
committed to that, the rest of it is just tinkering around the edges.
And some of you may be surprised for me to come our really swing-
ing as hard as I am on this, but what good is a plan if it isn’t uni-
versal?

Do people in the next bracket in terms of fixed income not ever
get sick? Come on. We are not protected that way. If a senior has
a $20,000 a year income, you mean they can’t get any coverage
through Medicare?

I think the real test is, are you for A and B? If not, you know
what? Repeal it. That is universal. One of it is voluntary. I support
a voluntary participation in this.

I offered something legislatively that had competition in it. Re-
publicans didn’t come on it. Most frankly, Democrats didn’t like it
too much either. But it did meld both public and private. But this
business of only doing a slice of this and saying we are for it but
we can’t afford it, when this massive issue is going to come to the
floor and it will pass—it will pass—I think that we can do some
tax cuts, but I want to tell you something, I really think that we
should all go home and collectively hang our heads in shame if we
can’t and don’t do this.

We are the greatest Nation on the face of this earth, and there
is more than one national security here. Hubert Humphrey said
that a Nation is measured on how it cares for those that are in the
autumn of their lives as well as those that are in the spring of
their lives. And you know what? Those words still stand. That is
not just a bunch of junk. That is not a thought from the past.

We are kidding ourselves when we say we are going to breach
this gap. There is a huge difference—and I respect my colleagues
that view it a different way—but let us just call it for what it is.
We are not going to offer something to seniors in this country with
what is being promulgated. It is not even a half-baked plan.

So, you can tell that I am frustrated and I am a little angry, a
little ticked off. I commend all those that are trying with the
bandaids, the private sector, the drug companies to come up with
cards and all that, the President’s intentions are good, but you
know what—they miss the mark. It is not enough.
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We can do this without damaging the rest of our economy. We
have to have the political will to do it. That is what is lacking here.
That is the prescription that is lacking. Thank you, Mr. Chairman.

Mr. BILIRAKIS. The Chair thanks you. Mr. Pitts for an opening
statement.

Mr. PrrTs. Thank you, Mr. Chairman for holding this important
hearing today. The series of hearings that this committee have
been very helpful in getting an overview of the program and how
we should craft a prescription drug provision, and we all owe our
gratitude to the Chairman for his aggressive leadership on this im-
portant issue. I will be brief.

Almost daily we hear of new breakthrough treatments industry
has developed to combat diseases, and I am hopeful that this com-
mittee will ensure that patients in need of these lifesaving treat-
ments have access to them, and I am supportive of forming some
sort of public-private partnership to make this happen.

Mr. Chairman, I will submit my entire statement for the record,
but I look forward to working with you to strengthen, and mod-
ernize the Medicare program, and appreciate the opportunity to
hear from our witnesses on this subject today. I yield back the bal-
ance of my time.

[The prepared statement of Hon. Joseph R. Pitts follows:]

PREPARED STATEMENT OF HON. JOSEPH R. PITTS, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF PENNSYLVANIA

Thank you, Mr. Chairman, for holding this important hearing today. I have appre-
ciated the series of hearings this committee has held on this issue. The hearings
have been very helpful to me in getting an overview of the program and how we
should craft a prescription drug provision.

We all owe our gratitude to the Chairman for his aggressive leadership on this
important issue.

I along with many of us here, have family members who are eligible for Medicare.
And historically, Pennsylvania has one of the highest senior populations in the na-
tion. For these reasons, it has become increasingly clear to me that Congress needs
tobllnodernize Medicare and bring the Program into the 21st Century as soon as pos-
sible.

I have a strong interest in ensuring we address the needs of our growing popu-
lation senior population.

As you know, according to a recent Medicare Trustees Report, in the year 2030,
there will be double the amount of beneficiaries than we have today. Conversely,
the number of workers paying into the Medicare program will only increase by 15
percent. That is why, as we attempt to modernize the Medicare benefits package,
we must also make necessary reforms to ensure the sustainability of the program.

Mr. Chairman, almost daily we hear of new breakthrough treatments industry
has developed to combat diseases. I am hopeful that this committee will ensure that
patients in need of these life saving treatments have access to them. I am sup-
portive of forming some sort of public-private partnership to make this happen.

Mr. Chairman, I look forward to working with you to strengthen and modernize
the Medicare program and to provide a quality, affordable and voluntary prescrip-
tion drug plan.

I look forward to hearing from our witnesses and I yield back the balance of my
time.

Mr. BILIRAKIS. I thank you, sir. Mr. Waxman for an opening
statement.

Mr. WAXMAN. Thank you very much, Mr. Chairman. I, too, want
to welcome the group from California, before they leave, to tell
them how fortunate they are to have such a terrific representative
as Congresswoman Capps. And I am reluctant to say anything in
my opening statement because I think her statement was so superb
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on the whole subject, and they should be proud of our colleague,
Anna Eshoo from California, because the passion that she showed
about this issue is exactly what I would hope the Congress would
do when we look at the fact that so many seniors who were prom-
ised protection under the Medicare program have no prescription
drug coverage. It would be like having a health insurance program
that didn’t cover doctor bills, or hospital bills. That would have
been unthinkable in 1965. It really is unthinkable now to have a
health care insurance plan that doesn’t cover prescription drugs.

I have certainly been protecting low-income people. I have spent
a great part of my career trying to expand programs for low-in-
come. The coverage of long-term care services and prescription
drugs that Medicaid have provided to supplement Medicare for low-
income seniors and disabled persons has been absolutely critical in
providing them with adequate health insurance, but the situation
today demands that we approach coverage more broadly. We need
a comprehensive uniformly available drug benefit for all seniors
and disabled persons covered by Medicare. Drugs are a critical part
of any health coverage plan today. It is not a benefit that can only
be provided to a portion of the population. Of course, when a uni-
versal benefit is established, we will need to include extra help
with cost-sharing and premiums for those without adequate in-
come, just as we do now in the basic Medicare program. We can
all expect to do that.

But the point is, real coverage for low- and moderate income peo-
ple and for all Medicare beneficiaries is going to be best achieved
by moving now to put a comprehensive and universal benefit in
place, modeled on the way all benefits are provided in Medicare.
Any other step will simply delay achievement of our ultimate goal
to divert resources to programs that are going to be slow to imple-
ment and ultimately ineffective, and fail to meet the promise we
made to Medicare seniors and disabled persons.

So, I am looking forward to the hearing today. I will have to be
in and out of this hearing because there are conflicts in my sched-
ule, but I would hope that we would have a record that would es-
tablish we care about low-income people, but if we are going to
have prescription drug coverage, it ought to be for all Medicare
beneficiaries. Everyone ought to have the benefit of a prescription
drug package. Yield back the balance of my time.

[The prepared statement of Hon. Henry A. Waxman follows:]

PREPARED STATEMENT OF HON. HENRY A. WAXMAN, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF CALIFORNIA

Mr. Chairman, I am proud of the work I have done throughout my career to help
bring health care coverage to low-income people. I have spent many years working
to support, improve and extend the Medicaid program, and the coverage it provides
to low-income children, families, disabled persons, and seniors.

The coverage of long-term care services and prescription drugs that Medicaid has
provided to supplement Medicare for low-income seniors and disabled persons has
been absolutely critical in providing them with adequate health care coverage.

But the situation today demands that we approach coverage more broadly. We
need a comprehensive, uniformly available drug benefit for all seniors and disabled
persons covered by Medicare. Drugs are a critical part of any health coverage plan
today. It is not a benefit that can only be provided to a portion of the population.

Of course, when a universal benefit is established, we will need to include extra
help with cost-sharing and premiums for those without adequate income, just as we
do now in the basic Medicare program. We all expect to do that.
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But the point is, real coverage for low and moderate income people, and for all
Medicare beneficiaries, is going to be best achieved by moving now to put a com-
prehensive and universal benefit in place, modeled on the way all benefits are pro-
vided in Medicare.

Any other step will simply delay achievement of our ultimate goal, divert re-
sources to programs that are going to be slow to implement and ultimately ineffec-
tive, and fail to meet the promise we have made to Medicare seniors and disabled
persons.

Mr. BILIRAKIS. I thank the gentleman and now recognize Mr.
Barton for an opening statement.

Mr. BARTON. Thank you, Mr. Chairman. It is important that you
hold this hearing. This is an important issue. As you know, we are
working to put together a package—hopefully a bipartisan pack-
age—to present an Energy and Commerce Committee bill for con-
sideration on the floor.

I will say that we need to be cognizant of the fact as we try to
put the package together, that we also need to be cognizant of the
cost of it. We are talking in numbers of $30-40 billion per year out
to infinity, and this is in a year in which we are now expected to
have budget deficit. Today’s Wall Street Journal talked about the
deficits probably going into the middle of this decade. So, I am
working with Congressman Sam Johnson, as you well know. One
of the alternatives to look at would be some sort of prescription
medical savings account program that would give the seniors the
option to opt into that, and then they could take that money to pur-
chase any number of private sector or private and public sector
backed plans. That is a plan that we hope to have available for
people to take a look at in the next week or 2.

But I do appreciate you holding this hearing, and it is good to
be in the hearing room. It is the first time I have actually been in
the hearing room at a hearing since we had all this high-tech gadg-
etry. My question would be why you don’t have the big screen at
the back so we can see you. Chairman Tauzin, when he holds a
hearing in here, I am told he has all the screens up and all the
cameras focused on him. You are a much more humble man.

Mr. BILIRAKIS. I will not comment. Mr. Deutsch for an opening
statement.

Mr. DEuTsCH. Thank you, Mr. Chairman. Having been back at
home for the break and interacting with constituents, I can tell you
that I don’t think there is a more important, more real issue that
people are facing, seniors are facing. I experienced it a little bit
with my parents over the break as well when I had to fill a pre-
scription for my dad who just had gotten out of the hospital. And
this is real. It affects people’s lives. And I think that we need to
be broader, and I think ultimately we will be broader, and it is just
a question of time before Congress catches up with the American
people on this issue.

Mr. BiLirAKIS. I thank the gentleman. Dr. Ganske.

Mr. GANSKE. Thank you, Mr. Chairman. I believe that health
care issues are going to be important for at least the next decade.
We have certainly seen premiums rising for employers signifi-
cantly. The cost of prescription drugs have gone up a lot to, some
say, on an average of 18 percent per year.

I continue to get letters from senior citizens who are having to
make decisions on whether to pay their high home heating bills or
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buy their prescription drugs, and I believe that we have an oppor-
tunity to at least make an important first step this year.

We had $350 billion budgeted for Medicare in our budget. I had
an opportunity to speak to President Bush just 2 days ago on this
health care issue, and he, too, wants to do something about pre-
scription drugs. But I pointed out to him that in Iowa where we
rank 50th out of 50 States in terms of Medicare reimbursement,
our small town rural hospitals are going bankrupt, payments to
providers are so low that in many cases they are not taking new
Medicare patients.

So, I believe that in addition to doing something about prescrip-
tion drugs, we ought to look at the issue of increasing reimburse-
ment for rural hospitals, for teaching hospitals, and for some other
providers, too, because what good will it do my senior citizens in
rural Iowa if they now have a very rich prescription drug benefit,
but tl;ey don’t have a hospital or a doctor to go to in their commu-
nities?

So, I think we need to look at something of a balanced approach
when we are looking at a prescription drug benefit. I believe there
is a way to offer help to low-income seniors. There is a way to offer
a benefit to other seniors, and there is a way to help with other
providers.

I am happy to, Mr. Chairman, work on your task force along
with Congresswoman Johnson, in consultation between the Com-
merce Committees and the Ways and Means Committees, and with
the administration, and to see if we can solve some problems. I
mean, we need to get past the tired, old, bitter, partisan politics of
“fingerpointing.” This is just too important an issue to play political
games with. And with that, I will yield back.

Mr. BIiLIRAKIS. Thank you, Dr. Ganske. Mr. Engel for an opening
statement.

Mr. ENGEL. Thank you, Mr. Chairman. I look forward to this
hearing. I believe there is nothing more significant that we can do
to help seniors in this country than pass a meaningful prescription
drug program. I speak with seniors all the time, and my mother
is the best senior that I speak with, and she said that the best
thing Congress can do, in her opinion, is to pass legislation pro-
viding for prescription drug help under the Medicare Health Pro-
gram. I believe that is what this Congress ought to do.

We have danced around this issue for far too long. We talk about
discount drug cards, invoking meaningless legislation that provides
little or no benefit for seniors, and I believe that we demonstrated
gross irresponsibility by cutting taxes to the extent we did when we
could have enacted a comprehensive benefit instead.

We can’t have it both ways. If we are going to cut back and cut
back in taxes and go from a surplus to a deficit, then the truth of
the matter is there is no money left for meaningful legislation for
prescription drugs for seniors.

So, I think at some point we have to get beyond the rhetoric and
the talking and put our money where our mouth is and do some-
thing for the senior citizens of this Nation. Providing seniors with
affordable access to prescription drugs has been a priority of mine
for years. I, like everyone else, have a number of seniors in my dis-
trict and, again, I think this is their No. 1 concern. Medicare was
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created to provide seniors with affordable access to high quality
health care. It was enacted to prevent seniors from losing their life-
savings when they became sick late in life.

As President Johnson signed the Medicare legislation into law,
he said, “No longer will illness crush and destroy the savings sen-
iors have so carefully put away over a lifetime so they might enjoy
dignity in their later life.” I believe the Medicare program, unfortu-
nately, is no longer achieving that goal. Seniors are forced to spend
their life savings on medicines or go without them, and we have
heard, and my mother tells me stories of seniors cutting up pills
or taking half-doses to save money. That is not high-quality care,
and that is not living with dignity.

Congress cannot let this continue. We must enact a comprehen-
sive benefit that will help all seniors—again, not a sham bill, but
a comprehensive bill. We will hear testimony today about creating
a drug discount card for seniors at 200 percent or 300 percent of
poverty, and we will arbitrarily draw a line in the sand saying that
these seniors get some help and those seniors don’t because they
are not yet poor enough. I have so many people in my district who
tell me they are just a little bit above the line, they are middle-
class, they are working class, they have worked hard all their lives,
and yet they are not eligible. That should change.

So, I support helping low-income seniors with their drug costs,
but I believe fervently a discount card is not the solution and will
only impede efforts to enact a comprehensive benefit. I urge the
committee to consider my legislation, H.R. 339, which provides a
comprehensive drug benefit for all Medicare beneficiaries.

Again, I believe that with the huge tax cuts that Congress en-
acted, it really knocked a meaningful prescription drug benefit for
seniors out of the box. We ought to right that wrong. Let us not
continue to fail to enact a real meaningful prescription drug benefit
under Medicare. Let us do it as soon as we can. I thank you, Mr.
Chairman.

Mr. BILIRAKIS. I thank the gentleman. Mr. Deal for an opening
statement.

Mr. DEAL. Thank you, Mr. Chairman. Having three senior citi-
zens who reside in my home, two in the upper 80’s and one in the
middle 90’s, I probably make as many runs to the local pharmacy
to fill prescriptions as anyone in this room, and I understand the
volume and the cost, and I understand the importance of it. But
I think there are also some things we need to all keep in mind. All
three of these who live in my home are retired school teachers, who
have a pretty good prescription drug plan as a part of their retire-
ment package. They don’t want to lose that. They don’t want the
government to take that away from them. And they certainly don’t
want the government to replace it with something that is not as
high a quality or is as good in terms of reimbursement as what
they have, and that is certainly a concern.

But I can’t help but think that most of us in this room today
were here in 1997 when we wrestled with the reality that Medicare
was going to go bankrupt as of last year. And anytime that we
start talking about adding new programs and new cost factors, I
think we have to also ask the hard questions, how and who is going
to pay for it? And those are hard questions.
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I think we don’t need to be unrealistic in a program that we ad-
vocate. We need to make sure we can pay for it, and that we don’t
jeopardize the entire Medicare system in the process.

Just as those three senior citizens who live in my home are con-
cerned about their prescription drugs, by the same token I think
they are concerned that their grandchildren not be burdened with
a cost factor that cannot be sustained over the long period of time.
Obviously, these are not the kind of “promise everything” questions
that some people want to talk about, but they are the realities of
any program, and certainly one of the magnitude of the one we are
talking about.

I thank you, Mr. Chairman, for holding this hearing, it is cer-
tainly timely. I yield back the balance of my time.

Mr. BiLirAKIS. Thank you, sir. Mr. Green.

Mr. GREEN. Thank you, Mr. Chairman. Following my Georgia
colleague, having a lot of retired district and my wife who will be
a retired teacher in a couple of years, your Georgia plan must be
getter than our retired teachers plan in Texas for prescription

rugs.

I appreciate the Chairman for holding this hearing today, and
also for Dr. McClellan being here because, again, a prescription
drug benefit plan is not something that’s new to our committee. We
have held these hearings for a number of years.

Prescription drugs are an essential component for our health
care system for everyone, but especially for seniors. While seniors
make up only 14 percent of our population, they use 43 percent of
prescription drugs. In fact, more than 88 percent of Medicare’s 39
million beneficiaries use prescription drugs, with the average older
American using 18.5 prescriptions annually—18.5. I am happy that
I only have two. And so we see that prescription drug costs are im-
portant to everyone, including private sector, but we also know
that for seniors it is even more important.

Today, 38 percent of the beneficiaries have no insurance under
Medicare for prescription drugs, and an additional 25 percent have
coverage that is unreliable. In fact, again, I am using my Texas ex-
perience on teacher retirement system and health care plan, most
of those teachers aren’t eligible for Medicare because they never
paid in or not qualified for Social Security. So that is also a con-
cern.

The recent report by the Kaiser Family Foundation Health Re-
search Education Trust found that the employer-sponsored health
coverage is already eroding. There has been a decline of 43 percent
in number of firms offering retiree coverage. So that is why instead
of employers not covering retirees, we are already seeing they are
groding it, and Congress hasn’t done anything for prescription

rugs.

It is time for Congress to adopt a guaranteed Medicare prescrip-
tion benefit for all seniors. This issue grows more and more urgent
every year, especially as the drug costs continue to skyrocket.

According to a recent published survey by the National Institute
of Health Care Management, spending on outpatient prescription
drugs in retail outlets rose 17.1 percent last year—17.1 percent—
$131 billion to $154 billion. 17.1 percent is well above the inflation
rate for last year. And can you imagine seniors on a fixed income



21

having to cover that expense? About half of that increase occurred
in the class of drugs that treat depression, high cholesterol, diabe-
tes, arthritis, high blood pressure, and other chronic conditions
that disproportionately affect seniors, and not surprising, the top
50 selling drugs accounted for 44 percent of the total outpatient re-
tail drug sales in 2001, and these are also the same drugs that are
heavily advertised on television, radio and magazine ads.

Whether or not Congress provides some assistance to low-income
beneficiaries, drug costs will continue to be a growing burden for
middle income individuals who make up the bulk of the Medicare
beneficiaries. Providing assistance only to low-income beneficiaries
will not do nearly enough to address the problem.

I know some of our witnesses on the panel today will talk about
prescription discount cards that are now available, and I appreciate
that. In fact, we are marketing that with my seniors in my own
district, both in Spanish and English, saying these are available for
seniors, but they usually do only provide some relief for low-income
seniors. These programs are a start, and I appreciate the industry
doing that, but we have to do much more, but we cannot let it end
just at these prescription cards by the private sector. The simple
truth is we need a comprehensive voluntary guaranteed benefit for
all Medicare beneficiaries. We’ve been debating this issue too long.
We need to actually get it started, even though we may not be able
to pay for it this year, we need to get it started so seniors will
know that there is some light at the end of the tunnel. I yield back
my time.

[The prepared statement of Hon. Gene Green follows:]

PREPARED STATEMENT OF HON. GENE GREEN, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF TEXAS

Mr. Chairman, thank you for holding this hearing today on providing a Medicare
prescription drug benefit to low-income seniors.

Prescription drugs are an essential component of our health care system, espe-
cially for seniors.

While seniors make up only 14% of the U.S. population, they use 43% of all pre-
scription drugs. In fact, more than 88% of Medicare’s 39 million beneficiaries use
prescription drugs, with the avera