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LOW-INCOME PRESCRIPTION })RUG PLANS:
AN %WOMSLE PRESCRIPTION FOR AMERICA’S SENIORS
i Executive Summuary

‘The Sepate Re;mhlwau Leadership and seme Republicans in the House have proposed state
block grant proposals to provide prescription drug coverage for low-incottie serors and people
with disabilines. This study examines these lowsincomc proposals, analyzes their shortcomings,
and compares them to the President’s voluntary Medicarc prescription drug proposal, It
condudes that the low-income proposals not ouly would exclude il middle-income Medicare
beneficiaties from any assistance but would il 1o achizve theiy stated objective: to provide
meaningful assistance to low-income beneficianies. Specifically, they would deny eligibility to
sbowl 25 miliion Medicare beneficinries — most of whors lack aifordable, dependable
prescription drug coverage today. Duc to notoricusty low ergollment in state programs, the plans
would inevitably not assist more than half of cligible Jow-income seniors, Even the minority of
Medicare beneficiaries who overcome these hurdies and actually sign up for coverags would be
enrolied in programs that could cap enrcliment and/or the number and types of drugs covered,
Furthermore, despite the proposals” goal of providing assistancs immediately, it would take years
1o implement programs in all 30 states and, because funding is time-limited and insufficient,
some states may not participats at all. Finally, s low-income program woukd delay cnactment of
a workable and meaningful Medicare preseription drug benefit that would more quickly be
implemented natioawide and more effectively cover low-income beneficiaries.

; X
CONCERNS ABI(}UT LOW-INCOME PRESCRIPTION DRUG PLANS

s Explicitly exclude at Jeast 25 million ~ two-thirds of - Medicare bencficiarkes. Although
hiph drug ¢osts and leck of drug coverage are pot just problems for low-income beneficiaries,
the mast generous Senate Republican plan restricts block grant funding to those who are not
eligible for Medicaid and bave income below 178 percent of poverty {about $14,600 for
singles, $19,700 for couples). Nearly 5 millton people wonld be excluded because they are
Medicaid-eligible and another 20 milliop have income above the eligibility ag-off. In 16
states, 75 percent or more of Medicare beneficiaries would be excluded while in 5 states, 80
percent or more of sepiors would not be gligivle. Specifically, the proposal would:

°  Exclude thees-fifihs (60 percent) of all seniors and pecple with disabilities who have
absolutely no coverage for prescription drugs:
]

Mast Medicare Beneficiaries
Would Not Be Helped

®  Exclude thee of five Medicare beneficiaries with
the highest drug costs;

¢ Exclude thres.fifths of the seniors who purchase
Medigap private insurance, which is expensive
and provides 1 limited benefit;

Exclwle most Medicare managed care enrolices
with unreliable and limited drug coverage dhat

they are at risk of losing from year to year. e s W e ”i s U
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Y.ess than haif of the low-income Medicare bencficiaries that the plan purports to help
would likely get drug coverage, cven if fully implomented in all states.

® 55 percent of low-income Medicare beneficiaries currently do not enroll in Medicaid
even though they are eligible. "Medicaid provides prcsc:lpilm; drug coverage for the
lowest-income seriors and belps pay for Medicare preadums for those with income
below 135 percent of poverty. However, 50 percent or more eligible beneficiaries are not
enrolled in Medicaid in 30 states and more than two-thirds do nat participate in 7 states,
In contrasy, 98 percent of eligible people nstionwide envoll in Medicare.

®  Less than 300,000 seniors are enrolied in state pharmacy assistance programs, These
state-initiated programs have low participation rates and exclude more than 30 pareent of
Medicare beneficiaries in B of the 14 statcs operating such programs in 1999,

®  Enrollment bariers age common, States have not made the strides in simplifying
enroliment for the elderly that they have for children. 7o sign up for Medicaid, cligibke
seniors and people with disabilities must U out long, complex applications (in 26 states);
meet extensive decumentation requirements for income and assets {in 41 states); and sign
up {h.mug!? welfare offices (34 states have no outstatiored eligibility workers).

4 Many seniors reject “welfare” programs. Complex enrtiiment procsdures contnbuts 1o
the belicf that state assistance i3 “welfare,” only for “poor people™ and could jeopardize
the financial weli-being of spouses and children. Despite effornts to overcome this, these
negative pereeptions remain and serve as a significant barrier to enrollment.

i

Enspty prom;ise for those who actually enroll. The Republican plans provide no assurance
of what drug coverage boneficieries receive; what you get depands on where you iive.

*  Types of drugs coversd and number of sreseriptions filled may be limited. States could
extend their cureent Medicaid or state drug assistance program benefits. Five stxte
programs limait drug coverage to specific conditions or maintenance drugs, Fourteen
prograius Hmit the number of prescnptions that can be filled. For example, Texas,
COklahoma, and Wisconsin peemit only 3 prescriptions per month,

° y&guamizccﬁ access (o nesded drugs or local pharmasies. Under most low-income
pians, there is no guarsntes that, when a doctor prescribes a particular drug as medically
necessary, the patient would get it. And, there is no assurance that seniors could continue

@ access local pharmacies.
H

{

©  Enrollment would inevitably be capped. With the Senate’s §1.3 billien in 2001, states
would not be able to provide preseription drug coversyie to even the limited group of
eligible beneficiaries. Much of this Federsl funding would be used to replace current
state funding (sbout $700 million in 1999), leaving at mostenly $119 per cligible low-
income SeMor per year compared (o average annual spending that exceeds $1,000. As
such, states would inevitably have waiting lists,

i
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[mplernentation issues would delay low-income sssistance — and = long-overdue
Medicare prescription drug benefit,

H
* Would not provide prescription drug coverage o low-income sendors nationwide i 2001,
I is extremely uohikely that all staies would implement new prescription drug programs
under this plan naxt year. Notonly does the National Governors’ Association oppose
taking responsibility for prescription drugs, but the time-limited and insdequate funding
in most plans would give states litUe incentive to invest in setting up new programs.
Even if states did support this approsch, it would take tiine 10 implement. The last three
states started enrolling children in the bipartisan, siste-supponted Children’s Health
Insurance Program just this yoar « 3 vears afler ennciment. Finaily, the Federal “default
plan” to provide coverage in states that do not pasticipate could not be operstional in
2001 bccazw: new systems for income-based eligibility would be needed.

Low-incoms block grants would fail 1o help low-income: beneficiaries but would succeed
in delaying implementation of a Medicare prescription drug benefit, 1f enacted, the next
" Congress wauld likely spend morg enexgy on fixing this Rawed low-income plan than
establishing an affordable, meaningful, and sccessible Medicare preseription drug benefit
option. Maore importantly, this interim step is not needed: Congress could pass a
meaningful Medicare prescription drug proposal this year that would be available to all
Medicare beneficiaries in 2002 and more effectively help low-income enrollees.

CLINTON-GORE ADMINISTRATION PLAN FOR MEDJI.CARE DRUG BENEFIT

Ensnres a Medicare prescription drug benefit option for all Mcdicare begeficiaries -
including low-income senlors. The President’s plan would, beginning in 2002, offer all
Medicare heneficiaries the option of religble prescription drug coverage through traditional
Medicare, managed care, or a retiree plan if available, It would help many more low-income
beneficianes than a block grant since 98 percent all people cligible for Medicare enroll.

Provides a melningfu! benefit at an affordable preminm. Participants would pay 2
monthly premium of $23 in 2002 (no premium for the lowest-income beneficiaries) for
coverage that has no deductible, pays for half of costs up to $3,000 when phased in, and
limits the amount that a senior ¢r person with disabilities pays for drugs to $4,000. All
participants would benefit from privately-negotiated prics discounts for all their drug costs.

Guarantees coverage of prescriptions that beneficiaries nced ot the pharmaries that
they trust. Because Medicare beneficiaries ofton have multiple, complex health problems,
the President’s plan would cover any drug that 8 doctor certifies is medically necessary, even
if it is “off formulary.” Alse, recoguizing the impormanee of using aceessible, familier
pharmacies, the President’s plan ensures access 1o all qualified community pharsoacics,

Adequatcly financed and part of a plan to improve Medicare, Extending Medicare
solvency, improving cfficiency, and restoring provider paymenis are iimpaortant elements of
the President’s plan 10 modemize Medicare. Additionally, enough budget surplus should
dedicated 1o fmgacc 8 prescription drug benefit and take the Medicare trust fund off-budge.

i

i
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i LOW-INCOME PRESCRIPTION DRUG PLANS:
AN UNWORKABLE FRESCRIPTION FOR AMERICA'S SENIORS

PROBLEM OF THE LACK OF PRESCRIPTION DRUG COVERAGE

Prescription dnigs have become central to health care, contributing to preventing, managing, and
curing diseases. They arc cven more important to the elderly and people with disabilities on
Medicare. However, Medicare does not cover outpatient presception dry ]g costs. Consequently,
nearly half of bentficiaries go without coverage for pant or all of the year' - about the same
peroentage as those who lacked hospital insurance when Medicare was created in 1965, Older
Americans and people with disabilities without drug coverage typically pay 15 percent more than
insurers who regotiate price discounts for the same preseription drug. As & result, uncovered
Mcthcan:: beneficianies purchase onc-thisd fower drogs but pay nearly twice as much out-of-
packet? The situation is even worse for rural Medicars bmﬁe.zmcs, who are over 60 percent
more likely to fail to get needed prescription drugs due to cost.” Medicare beneficiaries with
disahilities face unique challenges, being less }zkety to have private coverage it needing more
and different types of prescriptions than the elderly.® The absence of prescription drog coversge
is also & burrier for people with disabilities who want to veturn to work,

CONGRESSIONAL REPUBLICAN LOW-INCOME PRESCRIFTION DRUG PROPOSALS

On September 7, 2000, Senator Roth (R-DE) introduced two similar bills {& 3016 and 8. 3017)
to address the lack of prescription drug wwgz for Medicare beneficiaries.® S, 3017, entitled
the “Medicare Tcmpmaz}‘ Drug Asgistance Act,” would provide $29 billion in block grants Io
states for four ycars to voluntarily provide preseription drug coverage 1o Cenaint lovincomue
Medicare beneficianies. Senate Majority Leader Lott (R-MS} and Senate Majority Whip Nickles
(R-OK) co~sp0nsomd the less generous version of the proposal (8. 3016).

Under the more generous proposal, states wonld have the opticn of receiving time-limited
Federal grants to provide preseription drug coverage to Medicare bencficiaries who are, in
genend, not eligible for full Medicaid (approximately above 7% percent of poverty) and have
incomes below 175 percent of poverty (314,600 for singias, $19,700 for couples). States could
set the upper eligibility imit anywhere in t?xts 1ange, impose ai assets test, and set caps on .
enrcliment,
'* ,

f Stuart B; Shea I, Briesacher B, (Fanuary 2000). Prc.mripﬂm; Drug Costs for Medicarz Bereficiories: Coverage
and Fnlth Status Maer. New York: The Commonwealth Fund.
* Assistnt Secretary for Plasning & Evalustion, (April 2000}, Prescription Drig Coverage, Spending, Uilization,
end Privts: Report 16 the President. Washington, DC: UE, Department of Health & Human Services,
* White House National Economic Council / Domestic Poticy Council. {fuge 13, 2006). Prescription Drug
Coverape For Ruref Beneficinries: A Critical Unmet Rped

© ¥ White House Nationial Economic Counsil / Dameste ?e%zcy Council. (hily 31, 2000). Disubility, Madicare and
Prmnprfm: g,

* For the purpose of this paper, we have fotused on 8. 3617 S 3016 sunseds on Decernber 31,2003, limis

elatbility t those below 150 parcent of povirty (512,500 I‘cumg[cs, 816,960 tor couples) and provides $17 billion,
45,3017 provides $1. 3 billion in FY2001, $4.6 billion in FY2002, $9.7 bi%liart in FY2003, §13.0 billion in FYRI04,

i
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States not only would have discretion to pardeipate and 10 g0t eligibility rules under this proposal
bul could design their own drug benefit package. Thers are only two requircments. First, the
drug benefit must be equal (or be cquivalent) to & “benchmark™ drug plan or an altewmative plan
spproved by the Scorctary of Health and Humun Services. The benchmarks include the -
prescription drug coverage of: (a) the state Medieaid program; (i) the Blue Cross-Blue Shicld
Standard Option under the Federal Employess Healdi Benefits Fronram; (o) the health plan for |
state employees; (d) the largest HMO in the stete; and (¢} the sts1¢’s low-income pharmacy
assistance program. Second, states could not require promiums or cost-sharing for beneficianies
below 100 percent of poverty ($8,400 for singles, $11,300 for couples) and premivms or cost-
sharing that exceeds 5 percent of family income for beneficiaries between 100 and 175 percent
of poverty, The bill includes no requirement that the Federal funding be used for plans thal
cover all therapeutic classes of drugs, ensure access to medically necessary prescription drugs, a
managed benefit with protections against adverse drug reactions, or guarantee access to local
pharmacies. )

The Federal gcveﬁ;mcnt would distribute the proposal’s annual funding through statewgpecific
capped annual allotments, allocated on the basis of a state’s proportion of Medicare baneficiaries
below 175 percent of poverty, States must spend their annual aliotment by the end of each year
ar the remaining funds are returned to the Treasury. Federal matehing rates under these
allotnents would be 100 percent for assistance fo those below 133 percent of poverty (311,300
for singles and $15,200 for couples). For beneficiaries between 133 percent and 175 percent of
poverty, states must contribute the same percentage matching psyments that they do under the
Staie Children’s Health Insurance program (SCHIP). Siates may cap corollment if funding runs
out because eligitle beneficiaries are not entitied to the benefits they receive under thage
programs, Simes may use this new Federal funding to replace current state funding for program
beneficiaries receiving coverage under a state pharmacy sssistante program.

Since states are not required to offer prescription drug coverage, the Scaate Republican plan
includes a Federal “defanlt plan™ The Hzalth Care Financing Administration (HCFA], which
runs Medicare, wonld contract with 2 pharmacy benefit inanager (PBM) 1o provide a drug
benefit in & state that declines 1o participate. This coVerage would be equivalent to Federal
employess’ Blue Cross-Blue Shield Standard Option drug coverage and would be restricted to
those who are ineligible for Medicaid and have incomes below 135 percent of poverty (HCFA
may set a lower eligibility level if funding is insufficient). HCFA would receive 90 percent of
the funds otherwise available (o the state and would pay for administrative costs from that
amount, This year, states would notify HCFA by December 31 about their intent to participate;
i they do not, then HCFA would have (o start coverage in that state one day later, by January 1,
2001, In subsequent years, siales must give HCFA one month’s: notice,

Congressman Biliralds (R-FL) has introduced a companion bill, HR. 5151, in the House of
Representatives that i5 very similar 1o the Senate Republican drag proposal. 1t provides for
$38.9 billion in block grants o states for four years and expressly holds that states currently
providing a pharmacy assistance program are under no obligation to continue thelr program or
maintain the same ¢ffort or spending levels,
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CONCERNS éB:fﬁ}'? LOW-INCOME PRESCRIPTION DRUG PROPOSALS

EXPLICITLY EXCLUDES AT LEAST 25 MILLION — TWO-THIRDS OF — MEDICARE BENEFICIARIES.
Most low-income block grant plans restrict funding 1o those who are ineligible for Medicaid and
have income below 175 percent of poverty (sbout $14,600 for singles, $19,700 for couples).
Nearly 5 miltion would be excluded izccaasc they are Medicaid-cligible and another 20 million
have income above the eligibility cut-off. 7 States do not have to expand to 175 percent of
poverty, so the number of beneficiarics excluded would lkely be higher, While Medicare's lack
of prescription drug coverage disproportionately affects Jow-income bencficiaries who cun Jeast
afford prescription drugs, it is not exclusively — or even disproportionately — a low-incorae
problem. Medicare beneficiaries with no or inadequate coverage are scattared throughout the
income distribution. The risk of having high prescription drug costs is also insensitive 10 income.

H
Yast majority of seniors excluded in most states. Forty states would have at least 70 percent
of their seniors ineligible for assistance under the Senate Republic&n low-income block grant. o
16 states, the percent of miudcd seniors is 75 percent or more, and in 5 states, the peroent
excluded is R0 percent or more, * (See Table 1).

Most of those whe lack preseription drug coverage today would be excluded. About three.
fifths (55 percent} of all Medicare beneficiaries who now have no coverage for preseription
drugs throughout the yzar wauld be ineligible assistance under a low-income plan, Unlike the
lack of health insurance among the non-elderly, the Inck of drug coverage is not concentrated
among those with low-incomes. The difference in the rate of Tuck of drug coverage among
middle-income elderly (incomse greater then 300 percent of pmmy) and poor elderly is 35
versus 24 percent. In contran, the rate of uninsured children is nearly four tines higher among
poor chxldrcn than zhosc in families with income above 300 pescent of poverty: 26 versus 7
percent.® Semiots and peaple with disabilities — even when they have adequate income ~ cannot
always aceess and/or afford drug covernge from private health mswrance. This is 8 particular
problem for rural beneficiaries and the oldest seniors who are most likely to lack drug coverage.

Little relief for seniors and people with disabilities All Medicare Beneficiaries Are
with high drug costs, Nearly theee in five of At Risk of High Drug Costs
Medicare beneficiaries with the highest prescription %

drug cosis {37 percent) would not qualify for

assistance under a low-income plan. In fact, the %
income distribution of the 20 percent of Medicare

[ 3

1
AT L

beneficianies with the highest total drug spending is %
almost identical to that of all Medicare - G
beneficiaries.'” This shows that middie-income I v s D
beneficiaries are at equal risk of having high o ML . %m@ ‘
prescription drug w&ts us those with low-income, an W Highess Cotn
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Amlysa of the 1996 Medicare Current Benefiniary Survey,

av:mgc Current Populstion Survey March 199799 for elderly with incorne betwernn 75175 ptecent of poverty,

¥ Analysis of the 1996 Msdicare Current Beneficiary Survey for elderly; Murch 1999 UPS for uninsured chikinen,
'* Assistant Secrstary for Planning & Eveluation. (Agnit 2000}, Proscription Drug Cowerape, Sperding, Unilization,
and Price: Report ta the Presidens. Wushingon, DC: U.S. Department of Henlth & Huorsan Services.
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Excludes millions of Medicare beneficinries with inadequate, expensive, and unrcliable
managed care or private insurnace plans. Less than one-third of all Medicare beneficiaries
have prescription drug coverage through a retires health plan. This leaves many middle-
income seniors and people with disabilitics who need prescription drug coverage only the choice
of private Medigap insurance or, if available, a Medicare mansgad cwre plan. Premiums for
private Medigop insurance with prescription drug coverage can be $100 more per month — and
much higher for those over the age of 80.1% Ver, three-fifths of the seniors who purchase
Medigap private ingurance have income above 175 percent of poverty. 3 In addition, low-
income drug plans do nothing 16 help those who join Medicare managed care plans for
prescription drug coverage since they would not directly reimburse plans for such coverage.
Thus, those who remain in Medicare+Choice plans remain af risk of losing drug coverage.
Less 7HAN HALF OF THE Low-INCome MEpiCARE BENEFICIARIES THAY THE PLAN
PURPORTS TO HELP WOULD LIKELY GET DRUG COVERAGE. The second, major concem with
the Jow-income prescription drug proposals is that they build on state prograrns that have failed
to effeciively help low-income seniors and people with disabilities,

Most (55 percent) low-income Medicare beneficiaries elipible for Medicaid do not recelve
assistance, The lack of prescription drug coverage is not Medicare’s only benefit gap.
Medicare's benefits are less generous than 80 percent of large employers” fee-for-service health
plans." Thus, Medicaid assists the elderly and people with disabilities qualifying for
Supplernental Security Income (SS]) and certain others who spend down their resourees. In
addition, states are required to cover Medicare premiums for thess with income below 135
percent of poverty and its cost sharing for those with income below 100 percent of poverty.
Despite their ased for such assistance, about 83 percent of eligible low-income Medicare
beneficiaries are not enrolled in Medicaid. ¥ While the

e ) X . Most Medicare Beneficiaries
participation rate varies by state, it is 50 percentorfess in Would Not Be He!
30 statzs and less than one-third in 7 states. ™ (See Table A _ ped

1). Medicars beneficiaries who do not enrol! in Medienid
tend to be older women who live alone and Hispanics.”

Combining the percent of Medicare beneficiaries who are
cligible for any assistance with a 45 percent participation
rte, only 16 percent of Medicare heneficiaries are Likely 10
get any assistance under the low-income block grant plan

(assuming full funding and full state participation). ROTE: ASSUMES FULL FUNDING NG STATES FARTICIPATICH
3 50 JRCE MCDE. 1996 A 43X parricaiiva { Nemiers 1999) |

H

" Mercer-Foster Higglos (1999). The number of Large frms providiag retie: coverags dropped 25% from 1994.93.
B 1.8, Geaerat Accounting Office. (March 1, 2000). Madigap: Premiums for Standardived Plans thay Cover

Presoripiion Dregs. Washington, DC: US GAOMEBHS 40-70R.

¥ Anatysis of the 1596 Medicare Corrent Beneficlary Survey.

* Komiser HL: Reuter JA; Fedes J.(June 1997). Medicare Chart Book, Washington, DC: Kaiser Family Poundation,
¥ Nsetore PB. (December 1999). Fariations in Srare Medicord Bup-in Pracrices for LowIncome Medicara
Reneficiariey; A 999 Update. Washington, DC: Xaiser Fomily Foundation, GAQ (19993 GAOHENS-99-61,

* Famities USA. (July 1998). Shorichanged: Biltions Withheld for Medicare Beweficiaries. Wshington, HC:
Farilies USA. =

¥ Barents Group LLC. (April 7, 1999). 4 Profile of OMB-Eligible and SLM3-Eligible Medicare Densficiariss.
Bultimone, WD 11.8. DHYS, Health Care Financing Administration.
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State pharmacy assistance programs bave not
covered s menningful number of seniors. Rather
than extending Medicaid coverage to additional low-
income elderly, a mumber of states have created
partinily to totally mdependent, state-funded programs
10 cover prescription drugs. Fowurteen states had
programs ronning w1999, wo states began programs

EoIe/n1s

ENROLIMENT TRENDS IN PACE

In 1599, the Peansylvania PACE program - the
fargest in the nation — served 30 percent fower
Medicare bensficiaries (217,103} than in 1938
{443 518). Alithough the Govasor expandsd the
HOg T in 1996 and aimod 1o cover 8n
piditional 75,800 seniors, fewer peopis wero
ermotied overndl in 1999, and bl new PACENET
progowm has covered feas then 20,000 since 1996.

this year, and six states arg planning to but have not

1 tin PACE
yet begun to enroll seniors. Bensfit desiyn, eligibility, Eareliment in PAL

and integration wath the Medicaid preseniption drug o
benefit vary by stete. However, there i3 one constant: s
enroliment in these programs i3 Jow, Nationally, less .1
than 800,000 seniors are envolled in state pharmacy ,....m{ d & E

assistance programs. (See Table 13 In eight of the 14 norer. i B
state programs, 10 percent or fewer Medicare
beneficiaries are enrolted, ™

# - R % W | .5
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Enrelhuent barr{icrs exist in many stalc programs
for the elderly. Another reason why state programs have not 1¢ached their enrollment goal is
the difficulty of the enroliment process. States have not made the same strides in simplifying
Medicaid enrollment for the eldarly as they have for children, To sign up for Medicaid, eligible
senjors and people with disabilities must fill out long, complex applications (in 26 states); meet
exicnsive documentation requirements for income and assets (in 41 stares); and go to welfare
offices (34 states have no outstationed eligibility workers). Also, at least 18 states recover
Medicare cost sharing payments from the estates of deceased heneficiaries, cansing fear that their
estates will be tapped when they die. ¥ In contrast, states have employed a number of strategics
1o simplify enroliment for uninsured children® And, unlike Medicare, Medicaid roquires
redetermination of eligibility st least once 8 year, and two state pharmacy assistance programs
require participants to re-enxoll on & montbly basis !

Lack of zwmnegs ~ and reluctance to participate in perceived “welfare program” — limit
enrollment. Studies have found that beneficiaries are frequently unaware of state-based low-
income assistance programs or their eligibility for them. Tt also appears that the social stigma of
enrolling in Mcdicaidwrelated programs (“poor people’s programs™) and misperceptions about the
effect of enrollment on immigration status and inheritance for spouses and children prevent
enrollment. Despite concerted efforis by the Clintan-Gore Adwministration, sdvocates and some
states, these negative perceptions ;scrsistf’

* Genoral Accounting Office (September 2000). Stave Phormacy Programs: Assistance Designed to Target
Coverage and Strerch Budgetr. Washington, DO 11, §. GAD; GAOHEHSE 00182,

 Nemoer PB. (December 1999}, Variations in Stiate Medicaid Buy-In Proctices for Low-Income Medicare
Bemefiviaricy: A 1999 Update. Washingten, DT The Heary 1. Kaiser Family Foundation.

* Cox L; Cohwn Ross D. (April 2000), Mudicaid for Children ond CHIP Inceme Eligibility Guidelines and
Enroftman Procedures: Findings from o 30:8rare Survey, Washington, £0; The Kalser Commission on Medicaid
wd the Lindnsured, . .

¥ General Accounting Offlcs (Sepreniber 2000). Srare Pharmacy Programs: Assisiance Designed o Target
Coverage and Stretch Budgers. Washington, DC: U, §. GAO; GAO/HEHS-00- 162,

7 General Accounting Office. (April 1999). Low-Income Modicare Bondfiviaries: Further Owtroach and
Administrative Simplification Could Increcse Erroliment, Washington, BC: U8, GAOMHEHS-95-61,
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LIMITATIONS ON FRESCRIPTION DRUG
EMPTY PROMISE FOR THOSE WHO ACTUALLY ENROLL. For COVERAGE IN STAYE PROGRAMS
those seniors and people with disallities who qualify for .
coverage and appiy, additional barriers to meaningful drug EWR\;@% Z}Z’ g&?&ﬁas
COVETAge TTman umiz:z‘ the low-income proposal. Arkansas Hmose

Florida Msing
Permits lintits on types of drugs covered and the oumber g"f”?“ e m“’?s‘:m ;
of prescriptions that can be filled. Despite the fact tha M% wfm';m
virtuzlly all of the funding for coverage in low-income plan * Webrasks
15 Fedexal, states have discretion to design the scope of the Notth Carolins
drug beaefit. They could use bleck grant funds to extend Qklahoms
their current Medicaid or state drug assistance program ii‘ig’agz"im‘
benefits. Five of the 14 state phanmacy assistance programs Texas
limit drug coverage W specific conditions or maintenance Wen Virginia
drugs (e.g., Maryland oply covers maimenance drugs). In Wissonsin
addivion, 14 state programs limit the mumber of prescriptions Wyoming (statc & Mudicaid progeuny
that can be filled. For exainple, Texas, Oklahoma, and o 00 e et of e, iy e e
Wisconsin pemnt cml y 3 preseriptions per month. P . b e ¥
;m. wxmmmwm& ¥, Galh

Permits states to limit access io medically aecessary drugs. Low-income propasals generally
allow states to hmit the ability of a doctor 1o preseribe a medically necessary deng. Specifically,
they would permit burdensome appeals or prior authorization rejuireznents. Thus, 2 ¢20idr with
cancer who is eligible and enrolls may not get coverage for needed prescription drugs.

Could restrict access to 8 local pharmacy. The Senate Republican bill provides no assurance
that beneficiaries could continue to use their Jocal pharmacies. Local pharmacics play ao
important role in quality of care for the elderly and people with Jisabilitics who iend 1o use a
iarge putnber of medications that ivteract and can cause complications. In addition, Medicare
beneficiaries are not as mobile as other Americans so geographical access Is important.

Enrollment would inevitably be capped. States would have the discretion to set the upper
eligibility limit under this program at any level above Medicaid and below 175 percent of
poverty. They could also impose assets tests. Most dishurbingty, statas could - and would
probably — cap enrollment. States would not be able to provide prescription drug coverage to
even the limited group of eligible beneficiaries with the Senate Republican's $1.3 billion in
2001, While average anmuial spending on prescription drugs exceeds $1,000, this funding would
provide at most only $119 per year per eligible senjor (see Table 13, This would be even lowsr
when taking into account people with disabilitics. Much of this Federal funding would be used
i replace ex:stmg state funding. In 1999, 12 states spent about $700 million on non-Medicaid
drug programs.’ Four of thess states (Connectiout, Maryland, New Jersey, Pennsylvania) could
entirely substitution their state spending with their Federal funding under this plan. Anocther
three states {Ilinois, Maine, New York] could use more than haif of their Federal allotment to
replace all of their state spending. This does not take into account potentie] substitution in
Medicsid. Thus, even if s state were to offectively encourage low-income seniors to apply, those
seniors would inavilably end up on wating lists.

¥ General Accoumting Office (Seprember 2000). Stwve Phormacy Programs: Acsistance Designed to Targer
Coverape and Siretch Budpers. Washingon, PC: 1. 8. GAQ; GAO/HEHS-00-162.
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IMI’LEMENT&T!G!W ISSUES WILL DELAY LOW-INCOME ASSISTANCE — AND A LONG-OVERDUE

MEDICARE PRESCRIPTION DRUG BENEFIT. While there is genceral agreement that Medicare
beneficiaries need a preseription drug benefit as soon as possible, the Congressional block grant
plans would not provide prescription drug coverage to low-income heneficiaries nationwide in
2001. The proposals would be more effective at delaying implementation of a meaningtul
Medicare prescription drug benefit than at helping low-income seniors immediately,

States generally oppose filling in Medicare’s gaps ~ and specifically oppose taking
respensibility for prescription drug coverage. The Clinton-(Gore Administration has worked
successfully with states on a number of policy initiatives, most qotably the creation and

implementation of the Stte Children’s Health
Insurance Program. These initiatives have
succeaded due to stale and bipartisan
Congressional support. The same does not hold
true for the Scnate Republican block grant
proposal for preseription drugs. States have
generslly opposed incressing their role in filling
in gaps in Medicare. They are specifically
concerned about prescription drugs given these
rapidly growing costs,

Low-income proposals make it even more
unlilety that ststes expund drug assistance
programs, The low-income proposals’ Federal
funding is time-limited, inadequate, and capped
~ features which would discourage states from
participating. States without pharmacy
assistance programs today would have 1o pass
enabling legislation, develop administrative
systems, hire and train cligibihty workers,
develop claims payment systems, and conducet

NATIONAL GOVERNORS" ASSOCIATION:
CONCERHS ABOUT STATE, PRESCRIFTION DRUG PLAN

+ On Medicare: “The Governors want {o ensure thay
sideriy beneficiaries raceive the best possible cate, butthe
Mcdicare srogram is a federal progrmm and the federal
government should bear sl of the costs of serving this
duaity-eligible populzsion, inclnding full federal

responsibility for prescription dreg costs.” (HR-16-3-9)

= Op Prescription Brups: I Congress decides to expand
prescriphticn drug coverage 10 seniors, it should not shift
st responsibility or its cosis 1o the stwtes” (HR9)

« O Time-Limited Programs (SCHIP funding is for 1
¥ears; Senate Republican drug pinn is for 4 yenrs)
“Fhe desigm, development, aod kuplomentation of e
heaith nsurance progras such ss S-CRIP twkes tinw, Fon
states o envoll children, educate families shout the
Benefits ofl = managed care delivery systam, onsure that
necesidTy SCrvites are rectived, srd fnsure that claims mie
schmined and subaequently paid, Governres must be
confident that o stable Aeding stream wiil be availsbic i
provide health care services to beneficiarins.” (HR. 1 5.4}

outreach campaigns to mise awareness. State officials would be concerned about launching such
an initiative if Federal funding is temporary, since states would inevitably have to continve to
provide such coverage if efforts to pass a Medicare preseription drug benefit fail. In faet, if
states provide assistance, there could be less pressure to enact 2 Medicare drug benefit, leaving
states permanently responsible. In addition, tre Federal allotmants under the Senate Republican
plan are small, and may not be sufficient 1o justify the start-up <osts. Finally, Federal
responsibility and liability are capped. Given the rapidly rising costs of prescription drugy, states
would be put in the untengble position of cutting back on either enrollment or benefits if cost

growth excends Federal funding growth.

Even if states unanimously supported a Jow-income prescription drug proposal - as they did

with the State Children’s Health Insurance Program (SCHIP) -~ & would wke significant time o
implement. The legislation providing funding for SCHIP was passed on August §, 1997, States
began receiving fw%ding o5t Oawober 1, 1997, Twenty states dist not begin enrollnent in the first



http:Progr.un
http:costs.of

£8/19/°060  15:358 FAX LHars/0ld

E
i
j

year, and three of these states only began enrollment in 2000 -~ nearly 3 years after enactment **
Thus, even under the best case scenario — where all states suppert the spproach and it is fully
funded - it iy virtually impossible that low-income seniors nationwide would have access to this
new preseription drug coverage in 2001,

Federal “defaull plan™ may be impeossible fo implement ~ and definitely could not be
opcrational kn 2001, Recognizing that some {and pechaps most) siates would not want to
expand prescription drug coverage, most low-income propasals would require the Health Care
Financing Administration (FICFA), which runs Madicare, to esteblish a prescription drug benelit
for low-income seniors and people with disabilities in states thay opt out.  Medicare has no
history of or ability (o selectively provide benefits based on beneficiaries’ income. It would
likely take Medicare tonger to develop such systems than states and could, under no scenario, be
operational and enrolling low-income beneficiaries on January 1, 2001, as the law requires.

Creating 2 new state program would divert encrgy snd rescurces from implementing a
Medicare prescription drag beneftt, The Federal and state cffort needed to make & lowe
income ;wsmpﬁaﬁ drug proposal a sucoess would likely exceed that which is nesded to creatc &
Medicare prescription drug option. If the Senate Republican proposal wore enacted, the nexs
session of Congress would more likely focus on fixing this flawed, state-based low-income
program rather than creating s Medicare prescription drug benefit. More importantly, this
inferim siep is not needed: Congress conld pass & meaningful Medicare preseription drug
proposal thig year that would go into effect for all Medicare beneficiaries in 2002, 1t would be
maore effective at covering low-incame berieficiaries since 98 percent of senfors participate in
Medicare. This low-income proposal would be more effective at diverting attention from and
delaying a meaningful Medicare prescription drug option than it would be in assisting the Jow-
income seniors that it purports to help.

i

|

CLINTOR-GORE ADMINISTRATIONX PRESCRIPTION DRUG PROPOSAL

}
The Clinton-Gore Administration would cstablish 3 Medicare prescription drug benefit that is
optional, affordable, meaningfl, and accessible for all seniors and cligible people with
disabilities beginning January 1, 2002, The benefit would have no deductible and pay for half of
the costs of drog costs up to $5,000 when fully phased {n. Participanis would pay no more than
$4,000 tn out-of-pockst drug costs anoually. Premiums for this coverage would ba 25 per
month starting in 2002 while low-income beneficiaries (with incomes below 150 percent of
poverty, $12,500 for singles, $16,900 for couples) would pay no to lower premiums and cost
sharing. The Copgressional Budget Office cstimates that 100 percent of Medicare beneficiaries
withowt prescription drug coverage ~ including al low-income beneficiaries — would participate.
According 1o the HCFA Acwary, the cost of the program is 3253 billion over 10 years,

This Medicare dmg' benefit option would be %magrawti into bereficiaries” health plan choices, so
that cligible seniors could choose to get their prescriptions through the traditional fee-for-service
program, managed care, or a retiyes health plan if available. Beneficiaries in traditional fee-for-

3 415, Health Care Financing Administration (HCFA). (lanary 2000). Th Store Childrans Heaith Inserance
Annual Envallment Repari, October 1, 1998 - Geptearber 30, 1998, Washington, DC: US, DHHS.
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service would receive their drug coverags through pharmacy benefit managers (PBMs) in the
same way that most privately insured Americans do. PBMs would negotiate drug discounts on
behalf of Medicare beneficiaries. Seniors who have retiree health inssrance that provides drug
coverage ot least as good as the President’s benefit could choose to keep that coverage,
Medicare would contribute to pan of its premium subsidy to employers in order to encourage
them to maintain retiree coverage. In addition, for the first tiroe in program history, Medicare
managed care plans would receive direct payments for the provision of a prescription drug
benefit. This should stabilize the Medicare managed care market and contribute towards making
it more competitive, I fact, in 2001, plans will be paid to provide to their enrollees 2 drug
benefit that is $imliiar to the President’s benefit, until the benefit is irplemented one yenr later.

Regurdiess of their plan choice, all Madicare beneficiaries enrolled in the prescription doug
oplion would have access to all prescriptions deemed medically necessary by a physician, even if
not on the formulary of their PBM or managed care plan. In addition, beneficiaries would
continue to be abiz 10 reesive thelr prescriptions from their coramunity pharmacies,

H

COMPARISON OF THE CLINTON-GORE AND REPUBLICAN LOW.INCOME PLAN
i
Middle-income widow with snnaal income of $18,000. An 35.year old widow, with annual
ncome of §18,000 (just over 200 percent of the poverty limit), has lived independerly for the 15
ytars since her busband dicd. She curently does not qualify for Medicaid preseription drug
coverage and cannot afford Medigap preseription drug coverage. However, she has developed
congestive heart failure which, along with ber arthritis, costs her $9,000 per year ~ balf of her
oM. ;

o Republican Low-income Plan would exclude this elderly widow from eligibifity because her
income is too high. She would receive no sssistance under this plan.

»  Clinton-Gore Plan would offer her a premium of $28 per month in 2002 for a price discount
of at least $900 and coverage of $4,100 for savings (net of premivms) of $4,700.

Low-invome person with disabilities with Parlunson’s disease. A 46-year ofd electrician has
been developed Parkinson’s disease. He had to stop working =t the age of 43 and becaine
eligitle for Medicare at the age of 43. He can no longer work. A new medication that helps
control muscle tremors that would ensble him to retuzn 10 work has been developed. However, it
costs 8600 per month —on top of his $250 per month for prascriptions to alleviate his related
conghitions. His annual total prescription drug costs are $19,200 and are not covered by
Medicare. His income from pact-time work is $5,000 per year,

»  Repubiican Low-Income Play would allow the state that this person resides in to limit the
types of drug covered. Tius smte could decide not 1o cover this new drug that would enable
this electrician to retum to work fuil e, As such, if he decided to etroli, e could gat
assistance for $3,000 of his $10,200 in drug costs - the uncovered prescription drug costs
would still exceed his annual income.

i

b
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H
s Climon-Gore Plun would not charge this persen premiums or cost sharing and would pay for
al] of his preseription drug costs, enabling him to take the new drug and retum 1o work. He
wauld save the full $16.200 per year.

Low-income retived couple. The Smiths, a married couple in theis Jate seventies, have an
aninual income of $15,190. Mr. Smith has diabetes and poorly controlled hypertension. They
live in o state that has implemented the new low-income preseristion deug program, but only 30
peroent of the eligible population hos enrolied in the program, bacause it hus not been well
advertised. The Smithy would apply for assistance, but they don't know about the grogram,
They are spending more than one-third of their income on Mr. Smith’s medications.

s+ Even though the Republican low-income plan should help this couple, it doss not. Because
of the difftculiy ol reaching out to a low-income population, confusing, complicated, and
overly burdensome appiication proczss, and ihe strict income-based enrollment requirements,
state-based programs have limited success in identifying and enrolling eligible senfors.
Unfortunately, even though they should be helped by this program, the Smiths are just two of
the millions of older Americans thal receive no assistance from the Republican proposal.

»  Clinton-Gore Plan would provide the Swmiths with a comprehensive prescription drug benefit,
slirpinating ali of the couple’s out-of-pocket medication expenses. In addition, because the
application process would be modeled afier the ong used to enroil in Medicare Part B, which
covers 98 percent of all sendors, the Smiths would be ahie o access the assistance for which
they are eligible.

Low-income single adult who receives assistance under the Republican plsa. Mr. Jones, a
75-year old senior with an annual income of $14,195, is cnrolled in his staie’s prescription drug
benefit program. Although he found the application process bucdensome and humniliating, as he

is embarrassed about participating in a welfare program, he enmolled because the cost of his heart
medication was too much for him to handle on his own. He is coneerned about his sister, who
also has high prescription drug costs. She has the same income as he does, but she lives ina
different state that has limited the benefit to seniors with annual incomes of ings than $8,350, and
o she s inelighble f?r assistance, They fael this is very unfair.

»  Republicanr Low-Inceme Plan cresies 50 sepovate state programs with & patchwork of
bemafits and different chimbility levels. Many seniors, like Mr. Jones, suffer {rom the weifare
stigma associated with a benefit imited to low-income seriors. And his sister - even though
states have the option to cover seniors at hier income level - is not guaranteed coverage.

i

»  Clinton-Gore Plar would ensurs that both Mr. Jones and his sister receive a guaranteed,
comprehensive prescription drug benefit that is casy to access becsuse the application
process would be modeled after the one used to enrol] in Madicare Pant B, which covers 98
percent of sll seniors. Because it is a Medicare banefit, there is no welfars stigma associated
with enroiling in the program, and both Mr. Jones and his sister do not have 10 be ashamed
about the assistance they receive.

1
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SIDE-BY-SIDE COMPARISON OF PRESIDENT’'S MEDICARE FRESCRIPTION
DRUG BENEFIT YERSUS REPUBLICANS’ STATE BLOCK GRANT PLAN

H

" ClintoniGore & Democrats Repubbean Low-Income Block Grant
 Who's Al seniors and people with Fewer than one-third of seniors and
Covered disabilitics who lack reliable drug | people with disabiiittes would be
_coverage aday would gain eligible and less than half of those
voverage under this plan would likely participate
What Do Defined Benelit: No deducnbie, | Unkpown. States defermine beneiit that
You Get 3G pereent coinsuranee up to could include restriclions on the number
£5,000 in costs when phased in. and types of drugs rovered
Out-of-pocket spending hmited to
$4,000
How Much No prenmum for those with (ncome | Unclear: No premium below thess with
Does it Cost below 135 peecent of poverty; 100 percent of poverty; stare.defined
sltiding scate premium for those premivm, not to exceed 5 pereent of
with income between 135 and 150 | income for beacficiaries between
percent of poverty, poverty and the state-defined vpper
$25 per month in 2007 for all othey  eligibility limit
parlicipants
Are Sendors Plans: Yes. In fee-for-service, | Plans: No. States would nothave to
sud Peoplc managed care, or retires plans if | pay managed care or retiree plans that
with eligible offer seniors drug coverage.
Przabilities _
Ensured Drugs: Yes. Doctor-prescribed Drugs: Wo. The legisiation provides na
Choiee drugs are guaranteed without guaramens of access to needed drugs
gciizzg through insurer or HMO
Pharmacies: Yes, Alllocal, Pharmacies: No. States could restriot
qualified pharmaciex would be participaling pharmacies
: accessible
Start-Date 2002 tinkoown
| Part of Larger | Ves No
Plan to Reform | |

Meadicare

; il
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PRESCRIPTION DRUGS
AND MEDICARE:

I. Background
I1. Principles
III. President’s Proposal
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February 2, 2000



I. BACKGROUND

Medicare Beneficiaries
Need Prescription Drugs

Beneficiaries By Total Drug Spending, 2000

$1,000 +
38% 4

$500-1,000
18%

SOURCE: Actuanial Research Corporation for HHS, projected for 2000



Prescription Drug Coverage Improves
Overall Health Care & Outcomes

« Reduces institutional care. According to recent studies:
— Effective treatment for Alzheimer’s victims, including the drug
Tacrine, could keep 10 percent of patients out of nursing homes

— Medicare beneticiaries whose Medicaid drug coverage was limited
were twice as likely to enter nursing homes

« Reduces drug-related complications. Seniors without
insurance for drugs often skip or skimp on medications.
— Drug-related hospitalizations accounted for 6.4 percent of all

o 0 admussions in'the over 65 population, and an éstimated that 76
percent of these admissions were avoidable

Source: Rice, DR, Fox, PL, Max, W, e, al.. Economic Burden of Alchaimer's Disease Care. Health Affajrs, 1993; 12021 1684-7; Soumerai SB et gl .%}?%{:B of
Medicaid Drug-Papmens Limits on Admissions to Hospitals and Nursing Homes. The New England Journal of Medicine, 1991 325: 10721077, Bero LA Lipton, H;
Bird, JA: Characterization of Geriatric Drug-Refated Hospitod Readmissions. Med Care. 1991 29 {101 9BS- 14603,




“About 3 in 5 Beneficiaries Do Not Have
Dependable Drug Coverage, 2000

Medicaid
12% Medigap,
L Managed Care,
Other
64% Have
Unreliable
or No Coverage
— e e S P S - -
No Coverage i
34%
4

SOURCE: Acnuarial Research Corporation for HHS, point-in-time, projecied for 2000



‘Retiree Health Coverage Is Declining

25% Feuer Firms Are Offering Retiree Health Bergfits
Orer Tine, Will Result in Fever Retivees Haung E mployer-Based Cowerage

Firms Offering Retiree Health Coverage

50%.
40%

O
40%; 30%

30%:

20%

10%.

0%

1994 1998
SOURCE: Mercer Foster-Higgins, 1998 | 5
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Medigap Premiums For Drugs Are
High And Increase With Age, 1999

Monthly Premiums
$150

$126

$125 _ 114

105
$101 _ 055

893
$83

3
$100 -

$75 4 836
$50

$50 _ $44

$25 -

- Texas” ~ “Louisiana ~ Nebraska Michigan
0165 YearOlds ®75 YearOlds =85 Year Qlds

Sample Premiums for 1999, “Medigap Premiums for Drugs” are the difference between Plans T ($1,250 benefit limit) and Plan F

which is simidar but has no drug coverage. President’s plan premsmum would be $26 in first year. 6



Caps on Medicare Managed Care

Drug Benefits Becoming Lower

Nearly Three-Quarters Of Plans Will Cap Benefit Payments At or
Below $1,000 In 2000

Proportion of All Plans With Limits of $1,000 or Below
80% 70%

60% -

40% IS

20@§M/

0%

1998 | 1999 | 2000

Source: FHIHS analysis of plan submissions for 2000; preliminary. Plans with unlimited generics and limited brand name drug
spending are inchided with plans that cap all drug spending,



Caps on Medicare Managed Care
Drug Benefit Are Getting Lower

Proportion Of Plans With A $500 Or Lower Limit Has
Increased By 50% ‘ |

Proportion of Plans With Limit of $500 or Less

40% -
32%
30% .
21%

19%
200A)— ek B
10%

- 0% L= I -
1998 2000

Source: HHS analysis of plan submissions for 2000; preliminary. Plans with unlimited generics and liruted brand name drug
spending are included with plans that cap all drug spending.




Most Uninsured Are Not Low-Income

Orer Half of the 13 Million Medicare Bereficiaries Who Lade Drug Cowerage
Hae Incomes Greater Than 150 Pereertt of Powerty (abowt 817,000 for a cmple)

Income of Beneficiaries Without Drug Coverage , 2000
(As A Percent Of Poverty)

290/, Less Than 100%

Greater Than 150% - of Poverty
of Poverty '
54%|
10010 150% )
R M. - of Poverty

SOURCE: Acwarial Research Corporation for HHS, projecied for 2000
Trs 2000, 150 percent of poventy for a single person 15 about $12.750, for a couple s about $17,100



Lack of Insurance Affects All
Medicare Beneficiaries

Benghiiaries Lacking Coterage A ve Scatterad Throughou
1@%%&“”’
75% 1+ J >%$50,000
[0 $30-50,000
%1 m $20-30,000
B $10-20,000
2% [ <$10,000
0% =
Uninsured
| 10

SOQURCE: Actuanal Research Corporation for HHS, point-in-time, projected for 2000



The Lack of Drug Coverage Today Is Similar
to the Lack of Hospital Coverage in 1963

Semz}rs With Insurance in 1963, and With Drug Coverage

Throughout the Year in 1996
100% -
80% -
60% | R6% 53%
40% -
20% .
T T S R .lmﬂ__- 3 |
1963 : 1996

1
SOURCES: Moon, (1996} “What Medicare Has Meant to Older Amenicans,” Health Care Financing Review, '

Commonwealth Fund, based on Medicare Garrent Beneficiary Survey, 1996; publication forthcoming



II. PRINCIPLES

» Accessible and Voluntary for All Beneficiaries
+ 'Affordable to Beneficiaries and the Program
» Competitive and Efficient Administration

+ Provides High-Quality, Needed Medications



III. PRESIDENT’S PROPOSAL
Accessible and Voluntary

 Option for All Beneficiaries
— Not limited to low-income beneficiaries
— Provides option to those with few or no choices

* Access Through Either Traditional Medicare or
Medicare Managed Care

— Both options would offer enrollees high-quality, pnvately
managed prescription drug coverage

e

« Ensures Adequate Access to Pharmacists
13



Affordable To Beneficiaries & Medicare

+ Affordable for Beneficiaries & Program
— $26 per month in the first year (50 percent of total premium)
~ — No or reduced premiums for low-income beneficiaries

~ Provides privately-negotiated discounts, gained by pooling
beneficiaries’ purchasing power, for all drug expenses

» Assures Minimum Benefit
- — All participating beneficiaries would pay no deducuble

— Plan would pay for at least 50 percent of expenses up to $5,000
(phased 1n); privately-negotiated discounts available after limit

» Limits Risk Selection and Keeps Benefit Affordable

14



" Competitive and Efficient
Administration

« Structured Like Private Insurance Coverage

— Competitively selects private benefit manager to deliver
benefit to enrollees in traditional program

— Managed care plans can offer the benetit directly or
contract with a private benefit manager for the services

— No price controls, no new bureaucracy
— Integrated into Medicare’s eligibility & enrollment system

-+ Incentives for Retiree Employer Coverage — -~

— Premium assistance provided to employers that choose to
offer or retain retiree drug coverage s



Provides High-Quality,
Necessary Medications

« Assures Access to Needed Medications

— Private entities that use formularies must ensure access to
medications off formulary it physician deems medically
necessary

» Encourages High-Quality Coverage

— All benefit managers would meet minimum quality
standards

—--—="Benefit managers must use of state:of-the-art qualit}f
improvement tools

16
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Powerful Quake Strikes Taiwan
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TAIPEL Tahwan (API-The girongest

- ghake i Taiwdn i deoadss bolied the s

fand early teday, wracking a $story hotel
ia Taipel, destraving more ihan 180 homes
isiancwide and xithng 4t least 380 peogde.
ihe governinen! said, Abowt 1,008 people
were injured.

The quake M a arelimipary magni-
tde of 7.6 argl was cornered 90 mies south-
southiwest of Tainet, the 1.8, Geologweal
Survey's National Emhqwke minrmation
Center saig,

. Rtoalse issued warnings of gossible
tsunamis, or huge waves that sometimes
follow earthquakes,

The temblor was about the same
strength ag the devastating one that struck
Turkey on Aug. 17, Kling more than 15,000
PEIDIE.

In Tsiped, the iand nation's capital,
ihe guake wrecked the 8-room Sungshan
Hotel, Fire crews furmed boses on The
wrackuge as smoke poured from fires rag-
ing b seversl roomy. Siuty people were

fegred trapped in the building, with 9 peo-
ple alpeady evicuated and sent to the hes- -
pifal and gnother 1) wgﬁé gvacusted un-

e,

Meanwhiie, 50 people were reporied ip- |

jured when ¢ 1h-glory anartmient bididing
eeliapsed & s Taips subuwb o
Hsinghuany, Anastimated 180 olhers were
stil tragped within the tullding, whichrob
iam onit & noighboring fve-story strae-

*Z*aiwaa television showed coliapsed
four-atory residantial ndidings in the oo
trat city of Taichung, bt gave ne Ggures
oy Gaad or injured theve,

Yiater poured from rapiured mains and

distranght regidemis squatted with thelr.
heads ia their hatds ag eescuers helpad ag™ -

garently unhurt survivers from the b&z}é- 3
ing.

Severe damage was reporwed in i?%é
towrn of Pull nesr the quake epicenter. fus I°

detafls were skeichy. An explosion was e’ 2

ported at the 10ws's major business, § ricé

wine distillery. and scores of buildings * o

were damaged, Breadeasing Corp. {}"
{aing said. i
No casualiy fipures were mmedztueh

avaiiable there. :j, :

The Interior Mimstry's disaster man. .
agément center reported at least 13 dead j
and aboul 2,83 injured islandwide, Hun: -
dreds more people were reparted trapped .
under the rubbie.

In Washington, Pre51dent Clinton sa:d
ke and Mrs. Clinton were “saddened” hy.
news of the quake,

“We are in touch directly with the Taa~
wan authorifies to determine what assw b
tance from the Uniled Sfates may he
needed,” ke said, .

Taiwan's Brancial markats st dow“‘l
and Taipei Mayer Ms Ying-leou an’
nousted schools and offices wonkl be

-ripsed todzy.

‘Today's gquake was Tabwan's woarst ;
sinee 2 7.4-magnitode ane hit the fsland) Jzz be!
1835, killing 3,276 pecple,

The jales? guake struck at about 1t %5
a.m., while many of Taiwan's 22 milon -
pmze were sieeping. It mocked out siee”
tric servive tarcughout the narthers partof
he islang, :

State radiv said the inltial guale was
{ollowed by six aliershegks.

The U8, Geological Survey's Natdena!
Earthouake Information Center said the
quake prompted tsunamd warnings o Tad
wan, fapan, the ?mﬁppim Yap. Guam,
ang Patan,. .

Clinton Medicare Drug Plan E ncaurages
Businesses to Drop Retirees, Group Says

By EvLvss Tanouys
Stoff Reporier of THE WaAlL STRAEET JOURNAL

A group led by the drug Industty fired
another shot at the White House, ¢lajming
President Clinton's pruposal to add pre-
seriptionedrig coverape to the govern-
ment's Medicare program could encourage
empiovers 1o drop fron their pharmacy-
tenefit plans ny Many as rine mittion se-
winy citizens.

A sty rotmmissioned by the gﬂmp,
{tirens for Beller Madicare, conchuded
the Clinton pian wowld give empioyers an
extuve 1 shift thelr refiress info the gov-
srament program, affedling o8 much a3
7% of senior citizens with privaisem-

pinver coverage. The shuly’s estimate i5 -

highier and wewe dramatic than 2 Congres-

signal Budpet Offics estimate that 8% of

senior cltirens with employer plars migizz
ione that private coverags.

ne sludy amplifies s major point of the
grouy’s 328 million-to 830 mildon advertis-
ing campaln, whith IS gt the White
Houge plan will erode options for senlar cli-
fens who hove private ciwerige. Bwn
stangh the White House pian provides a
subsidy 16 emalovers to maintain their re-
firow coverage, ihe amonnt isn't enough in
most cases o offset (ke savings of foreing
retirees intd the government plan, accord-
ing to the group. .

The White House hag reacted angrily
the industry’s altacks on its Medicare pro-
posal dnd the latest elaims tikely will in-
flamne those tensions.

Chris Jennings, deputy assistant to the
president fer health policy, disputed the re-
port's findings. "'The pharmaceutical in-

dustry’s analysis is nothing more than an
other attermpt to scare pecple, when in fact
the cwrrent trends are much more SCary
than any type of drug industry- finaneed
report suggests,” he said, “The presi
dent’s plan simply offers another option to
address the fact thai private-sector health
insurance is either ynaffordable. sevarsly
limited or altogether unavallable. We're
disappeinted ka1 they would continue t
mischaracierize the president’s poliey,”

“'This is a policy debate and it's where
we dHfer on the kntes,™ savs Tim Ryan,
head of Citizens for Retter Medicare, g mix
of industry ang patien: groups and individ-
uals targely tunded by dnig makers.

The group's sukly, conducted by Price
waterhouselioopers, deterivined that e
plovers with Typieal to high retiree pre
seriptiondrug-benefit costs would save
money by ending private coverape and
paying the premivm for Medicare banefils
for thelr retirees. There wionld bs svesn
izrger bemefHs for employvers that drop
their presiviption-Grug Coversge sl
gelher, according 1o the report,

Emplovers eouid 3ave betwesn $3 hitlion
ani §5 hitlion a yesr i drug spending by
encouraging the senior citizens they pover
tomove iate the Medicars program, ssout-

. Hined in the White House proposal, aecand-

ing o the repurt.

About 83% of Mediare bepsticiaries
have preseripiion-drug coverage! about
8% receive their coverage through eme
pioyer pians. Medicare's 48 mitlion beasfi.
ciaries are expected to use $49 bitlion of
preseription drugs in the year 2000, accord:
ing to the report. P
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By Micpazs 3 Pugaes

Seaif Feporier of TUE Wati Branrr Jounsai

WASHINGTON - There are alivgations
ol a crime., The Investigators ave githeting
evidence. The gaspects are plesding their
inngcence, Sow the Russian monsylaun-
dering scandal enters o spiticsl teial
phagew-in the court of pebiic splnion.

Whan Treasury Seceztary Lawrenge
Summers 5115 before the House Banking
Cormeniites this morsing, he will irpue it is
wiser 1o deal with a flawed, even corrupt,
Russian systern and install new sale
puards on aid (han It s 1o sever ecundmie
ties. He will also defesd administration
peiisies, inchuding K3 support of big Inter-
nations Monelary Fund loans, as the best
of an adruittedly bad 262 of options.

Lutting &8 support tor Rugsia, M7, Surs-
mers witl argne, “womild raise the risk that
the United Siatenand the West wonid hela-
beled as spapegonts rnr Russta's fabare 1o
address s problems.” The U5, bucked
{MPlending “not becsuss wesxpesied that
Fawia wonld be rapidiy transformed inte g
market economy OF $at sorruption wold
e sliminaled overnight, byt rather on the
view tha! toguaraniing, conlainet write olf
Russia a8 1o oorrapt would il serveour aa-
tional interest,” he plans 1o say, arcording
to & rafl of his testimony.

During two days of wearings, commit-

top Chairman Jim Leach (R., lowa) wil
seriainly delve into e impact of corrup-
iy on U.S-Russisn economic ties and
into the sliegation that hilkons ofdoHars

,,.eavmg Famsia were laundered through
Bank of New Yark Co. Wilnegses might
alsy discusy dllegations~thus far uw
preven—that some IMF maney may have
poen waylaid by corrapt officials.

. But charging ihe soher policy dhiscus
sions at teday's hearing-and o series of
other congressional inquiries this la—will
be the polities] tightning story: U Russian
scandal zppesry to be foaching off, Repub-
licans hope to milk that scanaal for politi-
¢ai advantage in the 2080 elections, and De-
mortills are trying to shietd Vice Presigen:
Al fore's candidasy from gny fatlowt fram
his thes 10 the Cuton Russia policy.

"With the efeclions coming up, I think
the Republisans see the opporinnity o beat
the administrtion and Af Gore over the
head on the Rustian corraplion issue,”
said Paul Saupers, one of ioday's wit
negses and diregior of the Nixon Center, s
Washington-based  forel ign-policy ihink
srnk. “The adminisgation is under pres-
sure 1o &1 jeast appear like it's doing sorne.
thiey shiai {ats problem.”

In the fatest sign of hardeniop GOP at-
Hitndes, Texas Gov. George W, Bugh said
he wouldn't support any more IME laans
oy Moscow. [ ihi:zi: o don't thyow pood
money after bagd,” (e leading GOP pragh
dential candidate 54 In a5 interview With

i s e e ———

Money to Russia
Reseun Squad

Leaming donars of Dilaters: ss4isiance 1o
Russia, from 198G theough 1967, the
fgresy year for whiich figures ads avadable,
o thong of dalarg

Ringdum
Hothariands '9,3

Sourses Lrcvir f Seven nslsns

literragation Sqguad
Conpressional gommitizes mianning
fegnngs on Pussis mongy ssves

& House Banking and Finantigh Servives
Cemmittoa Heanngs an Russian mongy
tayndeang g JirLption begs oday

% Senaie Foreign Helations Comnvittee: Hoarings
o1 .5 -Hussian selations begn Thursday

& House International Refations Commiitne:
Heanngs prasned o0 8.5 polty fowand fiussia

W Joint Ecendaic Commitiee: Heanngs pignnsd
4 Intematianat MOnetary Fuag, wiash ane
hiely 1 iouth on Russa standat

the Washington Times. That would mean,
ke added, “'no more [ME Joans, . .. At ihe
very sunimum, we must understand what
happesed © BIF doilars.”

And kst week, GOP !;e;:afu} Steve
Farses arcused the Clinton sdminisira-
tionw-and by implication Mr. Gorewof ig-
naring Russizs corruption.

The very ambiguity of U.5, policy i
ward Russiz leaves the administratoh
open i tharges that it either did 100 much
te bl 3 eorTURD regime or 31 didn’t do
engygh during the transiiion trom commuy-
aism. Those allacks may e bassd on pob-
icy disputes, 4% weil as lsss-high-minded
poiitical oppeeiunism.

“From our peint of view, [don'i see pres-
jdential politics playing intothis. " said Rep,
Jim Saxten (R., N.J.}, who plans to fock at
the {MF's role in Hussis duriag Joint Eco
mzc{.’gmmxnee hearings this fall. But, he
canceded, "there will De those who take the
gpporhanity to peint out {0 the public that
there may be politiesl ramificationy iremn
what has bees gone wrh axpaverdoliacs.”

The administralion's response i faisdy
simple: it wi} ake derades for Kussia io
evoive Iretn a sonialist <Belatership gov-
errmd by eorrupt officiais g & free-mar
ket demmeracy governed by Jaws. The rer
sults have been far from periect, but Rus-
sia pas at ast sveidad hyperinfiation, &
LT 0 communizm, a collapss of the
siats and ether worsi-case ouipmmes. And
Mogeow has reduced its nueiear forres and
tut 1% military spending,

Furthermore, Mr. Summmars will poing
ottt while there ks no evidence that IMF
aid has been misused, the administration
is msisting that afl fulure aikd be more

" tiphtly rontrolied. The lates: IM¥F luan. a

$L.5 hittion deal signed this summer, i lust
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sufficient 1 keop Mosoow froms defsuiting
on if8 debt?s i the IMF iise)i: the money
never even leaves Washinglen. And the
1.5, s insisting that Russia s cararal bank
improve the way it mandges its loreign-
currency reserves znd ssbmit 10 regular
exiernal pudis,

“Going forwerd, i will be o8 mportant
4s ever thai we remain hardhsaded and
cleareyed. and ansure that any suppoers
that is provided for Russiz is used i ity in-
tended purppge and for that purpnse
sisne,” Mr. Summiges will festify,

Rusisian officials bad hoped the next i
sigliment of thal loan. 3640 million, wouild
pass the TMF board by the end of this
monih. But IMF gteffers compizin of slow
respoRse on An auditor's repert an £ortain
eentral-bany operatishs. Now, approval

‘miny be pushed biack seversl wesks or

nger, although Russise officials hope for
gitker sction,

e, Surnmers also plans 10 preview the
administrabion's money-laundering strat-
egy. which he and Altorney Genersl Janet
Reno will arnounce in ful) Thursday. The
administration will, among oiber gteps,
eall for egiSlation i apply 1.3, money-
Bumdering laws 1o arms traffickers aug
eurrupt forgign officials, who under cur~
rent law ¢an Jegally hide their money in
U.5. barks. The plan also wenld require
mezey frgasmitiers, brokeresters and
casinos 1o fie sugpicious-activity reports
now required of banks.

After Mr, Sumimers, the panej will gues-
iion scademic experis, as well as forger
L5, and Russian inselligence agenis. To-
morrow, iop exscutives from Bank of New
York and Repablic New York Corp.’s Bee
public Nations! Bank of New York uait will
o3 lify, attmg with Assistent attorney Gen-
erzl James Robinson zad a2 member of
Fuwsis's parliament.

Today's heaving i vallizly 0 produce
ety slatting revelations ybout the meney-
Iaundering probe. Congressional aides, for
instapce, say they have no solid evidence
that tast year's 54.8 billlon IM¥ Wwan in-
stafiment 10 Bussia was siclen, despite
vague allegations in the Russian and West-
ert: meedia, But one worry s that the polit-
¢ized atmosphere makes 1 diffieult for the
1.5, tostick tp a coherant and sound sianee
toward Moscow. just a5 it makes i tough
for presideriial candidates 6 embrace @
piiey of engaging Russia.

“It's going w make i virually impossi-
e for any candidste, Republican or D
moeTak. 10 make 30y sort of constructive
gpproach toward 14.5.-Bussian relations,”
Clifford G, Gaddy, s Brookings Institution
econorist, said
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