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PRESIDENT CLINTON AND SENATE DEMOCRATS UNIFIED IN VISION FOR NEW
MEDICARE PRESCRIPTION DRUG BENEF IT .
- March 9, 2000 A

President Clmton today will receive and endorse a set of “Prescrlpnon Drug Prlnmples from

Senate Democratic Leader Tom Daschle which will be used by the Senate Democratic Caucus to

evaluate any Medicare prescription drug benefit proposal developed in Congress. These .
principles affirm that drug benefits targeted only to low-income Americans through block grants,
* or primarily to high-income beneficiaries through tax incentives, would be unworkable and -
unacceptable. The “Prescription Drug Principles” state that any drug benefit should be:
voluntary; accessible to all -beneficiaries; designed to provide meaningful protection and
bargaining power for seniors; affordable for all beneficiaties and for the program; ‘administered -
using competitive purchasing techniques; and consistent with-broader Medicare reform. Senator
Daschle will inform the President that the Administration’s proposal meets all these principles
and that he wﬂl work to ensure that any plan emerging from Congress will be gulded by them

MILLIONS OF MEDICARE BENEFICIARIES NEED PRESCRIPTION DRUG
COVERAGE. Approximately three out of ﬁve Medlcare beneﬁc1ar1es lack decent dependable
prescription drug coverage ‘ : ,

. AMIMIOHS of beneﬁclanes have no prescrlptlon drug coverage and mllllons more are at L
risk of losing coverage. Thirteen million Medicare beneficiaries have no prescription drug -
~ coverage. Millions more are at risk of losing coverage or have madequate expensive

benefits. Nearly half of rural beneficiaries, and a dlspropomonate number of seniors over 85,
do not have prescnptlon drug coverage. : .

. C‘urrent drug coverage is unstable and declining. . Only about one '1n four beneficiaries has:.
" retiree health insurance —and the proportion of firms offering such coverage has dropped 25
+ percent in the last four years. Even fewer beneficiaries have Medlgap insurance for
prescription drugs. This coverage is often: expenswe ‘and many inisurers “age rate” (increase -
premmms as people get older) makmg it more expensxve when semors can. Ieast afford it.

-~ Most seniors-are mlddle-mcome and would not beneﬁt from elther a low—mcome
prescription drug benefit. About 15.6 mllhon or 49 percent, of al] elderly Amencans have
incomes between $15,000 and $50, 000. And over half of beneficiaries mtheut drug

- coverage have incomes above 150 percent of poverty ($12,750 fort a smgle earner, $15,000
for a couple). Thus, a beneﬁt targeted to the low-mcome w1ll 1mply not help most seniors.

. Only about half of all seniors have high enough mcome to benefit from a tax scheme.
Not only is it impossible to target needy Medicare. beneﬁmanes through a‘tax deduction, but
studies have repeatedly concluded that the tax code is ar extremely expensive and inefficient "

way to expand insurance coverage for anyone, let alone sehiors.

SENATE DEMOCRATS AGREE ON PRINCIPLES FOR A NEW MEDICARE
PRESCRIPTION DRUG BENEFIT. Today, Senator Daschle and the Senate Democratic -
Caucus released a set of “Prescription Drug Principles” that will gu1de the current Congressional .
(debate over the provision of a new Medicare prescription drug beneﬁt to millions of seniors.

. These prmmples state that any new beneﬁt should be: o ‘



Voluntary. Medicare beneficiaries who now have dependabie, affordéble covérage should
have the option of keeping that coverage.

Accessnble to all beneficiaries. All seniors and individuals with disabilities, 1nclud1ng those.
in traditional Medicare, should have access to a reliable benefit.

Designed to give beneficiaries meaningful protection and bargaining power. A Medicare
drug benefit should help seniors and the disabled with the high cost of prescription drugs and :
protect against excessive out-of-pocket costs. It should give beneficiaries bargaining power
they lack today and include a defined benefit assuring access to medically necessary drugs.

Affordable to all beneficiaries and the program. Medicare should contribute enough
towards the prescription drug premium to make it affordable for all beneficiaries. -Whlle
subsidies should be pr0v1ded to all to assure the benefit is affordable, low-income
beneficiaries should receive extra help with the cost of premiums and cost sharing.

Administered using private sector entities and competitive purchasing techniques.
Discounts should be achieved through competition, not regulation or price controls, and
should mirror practices employed by private insurers in delivering prescription drugs. Private
organizations should negotiate prices with drug manufacturers and handle the day-to-day
admmlstratlve responsibilities of the beneﬁt ‘ :

‘Consistent with broader refo’rm. The addition of a Medicare drug benefit should be
considered as part of an overall plan to strengthen and modernize Medicare. Medicare will
face the same demographic strain as Social Secunty when the baby boom generation retires.
Improvmg beneﬁts is only one step in prepanng Medlcare for this new century’s challenges. = -

PRESIDENT URGES CONGRESS TO ACT NOW. The President will urge Congress to act |

this year to strengthen and improve Medicare. His FY 2001 budget includes a comprehensive
plan that makes Medicare more competitive and efficient and dedicates part of the surplus to .
improve Medicare solvency and to add a long-overdue prescription drug benefit. This plan

Establishes a new voluntary Medicare drug benefit that is affordable — to all
beneficiaries and to the program. The benefit, at $160 billion over 10 years, would be:

°  Accessible and voluntary. Optional for all beneficiaries. Provides financial
incentives for employers to develop and retain their retiree health coverage.

°  Affordable for beneficiaries and the program. Premiums of $26 per month in the first
year with lower or no premiums for low-income beneficiaries. Provides privately--
negotiated discounts, gained by pooling beneficiaries’ purchasing power, for all drug
expenses. Has no deductible and pays for half of each beneficiary’s drug costs from

the first prescription filled each year up to $5,000 in spending when fully phased in.

°  Competitively and efficiently administered. Cor'npetitivvely selects private benefit
manager to deliver benefit to enrollees in traditional program. No price controls, no -
new bureaucracy. Integrated into current eligibility and enrollment systems. ‘
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° High-quality and provide | necessary medlcanons Private entmes that use formularles
must gnsure access to medications off formulary if physician deems medically
~necessary. Requires use of state-of- the art quahty 1mpr0vement tools. '

Creates a Medlcare reserve fund to add protectnons for catastrophlc drug costs To .
build on the President’s prescription drug benefit, the budget- also includes a reserve fund of
$35 billion, available to offer protections for beneficiaries with extremely high drug ‘

~spending. This reserve will permit the Administration to work in collaboration with
- Congress to de51gn such an enhanced prescription drug benefit. If-no consensus emerges, the ‘
- reserve would be used for debt reducnon '
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PRESIDENT WILLIAM J. CLINTON -
DEPARTURE STATEMENT
- ON MEDICARE PRESCRIPTION DRUG BENEFIT
THE WHITE HOUSE .
March 9, 2000

Senator Daschle, thank you. To the other Senators who | join us here today, thank you as
well for your hard work on this 1mportant issue. g

Today, Senate' Democrats have come together to agree on principles for a voluntary ,
Medicare prescription drug benefit — something so many seniors need and too few of them have.
There have been a lot of proposals on the table, a good number of good ideas. But today,
together, we are moving forward on the path to progress. - By uniting around these common
principles, you’re setting standards that any prescription drug plan should meet. That’s a
significant step. It moves us further toward the day when every older American has the choice of
affordable prescnptlon drug coverage

More than three in five seniors and people with disabilities still lack dependable drug
coverage that could lengthen and enrich their lives. Our budget would, at long last, extend them
that lifeline. It also creates a reserve fund of $35 billion to build on this new benefit, to protect
those who carry the heavy burden of catastrophlc drug costs

; Most important, our prescription drug plan embodles the essentlal principles that’ Senator
Daschle described. I believe that any plan passed by the Congress must be optional, affordable
and accessible to all beneficiaries; it must use price competition, not price controls; it must boost

- seniors’ bargaining power to get the best pr1ces possible; and it should be part of an overall plan

to strengthen and modernize Medicare. '

We owe it to our people to pass this prescription drug plan. We owe it to our seniors — all

of them, not just some of them — to create this new choice and to do it this year. "'We shouldn’t be .

satisfied with half-measures. Keep in mind that a tax deduction would help only the wealthiest

seniors; and a block grant, which some in the majority have proposed, would help only the very
poorest. Neither plan would do anything for seniors with modest, middle-class incomes between
$15,000 and $50,000. That’s nearly half of all seniors; and most of them lack dependable drug
coverage as well. It would be wrong, I think, to deny them that ch01ce '

There is no better time to get this done. Our economy is strong; our people are infused
with a sense of purpose. Our balanced budget gives us a once-in-a- -lifetime opportunity — not
. only to pay down the debt, but to Iengthen the life of Social Security and Medicare, and to
modernize Medicare with a long-overdue, voluntary prescription drug benefit. Today, we take a
significant step toward that goal and if we keep workmg together, I beheve we will reach it.
Thank you. : :
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PRESIDENT WILLIAM J. CLINTON
REMARKS ON PRESCRIPTION DRUGS
THE WHITE HOUSE
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Good morning. tI.have just had a very productive
meeting with Démoéra‘;io leaders from both the House
and Senate. Before I discuss the substanée of our |
meeting, I would »liké; to announce 'new evidence, that
shows that our‘s_trategy of fiscal discipline, investment in
our people and expaﬁdéd trade 1s erking.' Revised GDP
figures released todaSr confirm that our ec@nomy gre\& at

5.4 percent in the first quarter.

Our commitmenf to fiscal discipline has contributéd
to strong growth and\investment fof 7 consecutive years.
- We are now in the midst of the longest eéOnomic |
expansion in history. We shoﬁld sfay on the path that gét
us heré — not endanger it with a risky tax plan that Would

undermine our prosperity.



We should use this moment of unpreCedehted prosperity
to strengthen Social Security, lengthen th_evlife and
- modernize Medicare, and invest in key prioritiés like

education and paying down the debt by 2013.

In the meeting that we jus’t concluded, we discussed
one of those key priorities — providing VprescriptAion drug o
coverage for America.’s seniors. We pledged to redouble
our efforts to pass legislation this year that will provide
affordablé ﬁrescripticjn dfug coverage for'the tens of
millions of éeﬁiors and p_eoplé with disabilities who
depend on Medicére. I want to thank Senator Daschle,
Congressman Géphardt and all the leéders here who are

standing with us on this important issue.



This is more than a show of unity — it is a
demonstration of resolve. There isv simply.no A.r‘eason why |
this C.Ongre.sl;s cannot take the 'necgssary steps té ensure
that e\?ery older American has access to the life-saving

and »life—eﬁhancing prescription dmgs they need.

A few weeks agd, Senator Daschle and Congressman
Géphardt stood with mé here to announce'that tile
Democrats in Congress were ﬁnited behind é single plan
for prescription drug coverage. Today, thleiy‘are joined by
B the leading architects and backers of that plan to call on
the. entire Congréss té unite on bve‘half of the American

people.



There really is no argurrient about the need for a
prescription drug behéﬁt. lif we were creéting Medicare
today, we would certainly‘ include a benefit to givé ol.der |
Americans and people with disabi.lities access to'the most

cost-effective health care avaﬂable.

Prescﬁption drugs not only help keep 'senio:s healthy,
they help preifent expensive hospital stayé and Sﬁrgical
| procedure.s — and most importantly, they promote the
dignity and qualit‘yrof Iifé that \#e all Want for our parents

and for ourselves.

But, today, more than three in five American seniors

lack dependable prescription drug cdverage;



3

Aﬁd the cost of prescﬁpticn drugs 1s taking too big a bite
out of the fixed incomes of t00 many seniors‘.‘ Too many :
them are forced to chobse 1b‘etween filling their

préscripti;)ns and ﬁlling their grbcéry carts; énd too many

are simply not getting the medicines they need.

| America’s seniors deserve better. Nd older American
should have to forgo or cut-back on life-saving
me’dictation because .‘he or shécan’t affordj it. And no one
should be forced to take a bus trip to Canada, where |
médiéines made in thc Unfted States are dften Sold for

much less.



| That’s why my budget continues our efforts to pay off the
- debt by 2013, make Medicare more competitive, while
also providing voluntary prescription drug coverage to all

Americans.

I am pleased that there is growing bipartisan sujjport
for cfeating a new‘pfescriptio‘n drug beneﬁtv.‘ In fact,
earlier.this monfh, Republican leé.ders in thé House put
forth the oﬁtliheis of’a plan with the stated goal of

- providing access to affordable coverage for all seniors..

Unfortunately, to date their vague policy falls far
short of its grand promise. But when it comes to the

health of our seniors, we can’t fall short.



Suggesting a private insurance drug benefit that the
insurers themselVes ‘say they won’t offer is nothing more
than an empty promise. And limiting ‘di{rect»ﬁnancial |
assistance fof prescriptiqn drugs to seniors with incomes
below $12,500 will leave out 0§er half of fhosé seniors
without drug coverage — th¢ ﬁlajority of whom are middle
income Americans. Ahy plan that is not available and
accessible to all and not affordaﬁlé to all 1s not a real plan

at all.

Next week, as members of Congress head out for
another recess, they should remember that the health care

needs of our seniors never take a day off.



Protécting them is our full-time obligatidn. So, I'say to
the Congressional majority, this isn’t a partisan i‘ssﬁe |
outside of Washingfon. Work with us to provide a real
prescription drug behéﬁt that 1s: worthy of our seniors and
worihy of the gfeat nation we are. We also must work

“ together on other pressing priQrities — Investing in
education, raisiﬁg the minimum wage, passing common
sense gun legislation,’ opening new markets in our
hardest-pressed communities, expanding health insurance,

and passing a strong, enforceable patients’ bill of rights.
Today, the House and Senate conferees are meeting
yet again on the patients bill of rights. The American_

people have waited t00 long for this legislation.



The time for the conferees to conclude their work has |

come. Send me a strong bill and I'll signit.

Now, I’d like to ask leaders.Gephardf and Daschle to

say a few words...
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1. INSURANCE GAPS FOR
MEDICARE BENEFICIARIES

Over One-Third of Medicare Beneficiaries Spend M ore tbcm
$1,000 Annually On Pres cription Drugs
, g - Beneﬁcxanes By Total Drug Spending, 2000

$1,000 +
38%

$500-1,000
18%

SOURCE: Actuarial Research Corporation for HHS, projected for 2000 ' o

J



er 3 in 5 Beneficiaries Do Not Have |
Dependable Drug Coverage

” Medicaid | B - | - |
- . | 2% | Medigap, | ' _
' Managed Care, 7
: -  Other
| 0%
64% Have
Unreliable
| or No Coverage
No Coverage™ “ o
- | 34%
3

*NOTE: “No coverage” is defined as lacking coverage throughout the year; 47 percent of beneficiaries lacked coverage for part of the year
SOURCE: Actuarial Research Corporation for HHS, point-in-time



Medigap Premiums For Plans
Including Drugs Are High An
. Increase With Age

MonthlyPrermums |
$300 | S %289 R | '

$242

South Carolina Louisiana

65 Year Olds 70 Year Old 80 Year Old

Sample Premiums for 1999. General Accounting Offxce (March 2000). For Plans I which covers basic Medicare cost shanng plus

prescription drugs with a $250 deductible, 50% coinsurance, and $1,250 benefit limit. : : 4



Caprs on Medicare Managed Care
Drug Benefit Are Getting Lower

Plans With A $500 Or Lower Limit Has Increased By 50%*

Proportion of Plans With Limit of $500 orLess
40% - | \ S
: | 32%
30%. |
| 21%

19%

20% -

10% |

0%

1999

* Nearly three- -quarters of plans will cap benefit payments at or below $1,000 in 2000 (not shown)
Source: HHS analysis of plan submissions for 2000; preliminary. Plans with unhrmted generics and limited brand name dmg
spending are included with plans that cap all drug spending.




Retiree Health Coverage Is Declining
30% Fewer Firms Are Offering Retiree Health Benefits
- Over Time, Will Result in Fewer Retirees Having Employer-Based Coverage

 Firms Offering Retiree Health Coverage

50% -

40%

40% -
28% :
30% -

20% .

10%

0%

1999

SOURCE: Mercer Foster-Higgins, 1999 I | 6



Most Uninsured Are Not Low-Income
Over Hdlf of the 12 Million Medicare Beneficiaries Who Lack Drug Coverage
Have Incomes Greater Than 150 Percent of Poverty (nearly $17,000 for a couple)

' Inéonie of Benéfiéiaﬁés W’iﬂmut Drug Cove'raget', 1996
(As A Percent Of Poverty) -

23% ‘Less Than 100%
of Poverty

Greater Than 150%
of Poverty

219, 100t 150%
of Poverty

SOURCE: Data from DHHS (April 2000). Prescription Drug Coverage, Spending, Utilization, and Prices. Washington, DC: US. DHHS 7
In 2000, 150 percent of poverty for a single person is about $12,525, for a couple is about $16,875 '



‘The Lack of Drug Coverage Today I s Similar
to the Lack of Hospital Coverage in 1963

- T5% -

50% -

25%, |

0%

Seniors Without Seniors Without

- Hospital Coverage - Drug Coverage*
44% 47%

1963 | 1996

- *These are Medicare beneficiaries who lacked drug coverage for pax;t orall of 1996.
' SOURCES: Moon, (1996) “What Medicare Has Meant to Older Americans,” Health Care Financing Review.
Data from DHHS (April 2000). Prescription Drug Coverage, Spending, Utilization, and Prices. Washington, DC: US. DHHS



II. IMPLICATIONS OF LACK OF
DRUG COVERAGE

Those Lacking Drug Coverage Pay More for Less

Uncovered Fill Neady 30% But‘.'P'a}lf 83% More Out-Of-

Fewer Prescriptions... Pocket For Drugs
’5 - o I' 4500, $463

$400.
$300.
$200
$100

: . $0.

quered Uncovered o Covered Uncovered

9
SOURCE: Data from DHHS (April 2000). Prescription Drug Coverage, Spending, Utilization, and Pricés. - Washington, DC: “U.S. DHHS



Retail Price Gap for Seniors With and
Without Insurance Has Doubled

Ratio of Typical Retail Difference in Prices at the Retail Pharmacy for
People With and Without Insurance-Negotiated Discounts*.

15%
10% |

5%

0% -

1996 = 1999

. 10
*NOTE: This does not include manufacturers’ rebates which, according to industry sources, range from 2 to 37 percent.
SOURCE: Data from DHHS (April 2000). Prescription Drug Coverage, Spending, Utilization, and Prices. Washington, DC: U.S. DHHS



f w A AAR o
III PRESIDENT S PRINCIPLES

. ’ Acce331ble and Voluntary for All Beneficiaries

Affordable to Beneficiaries and t'he‘ Program

Competitive and Efficient Administration

Provides High-Quality, Needed Medic ations

In the Context of Broader Reforms

11



IV. DE SIGN ISSUES

Specifics on benefit design
— Deductibles, copays, benefit cap

— Level of stop-loss
—  Whether there is a gap between a benefit cap and stop-loss

Level of premium subsidies
— Higher than 50 percent premium assistance
— Better low-income protections
— Income-related premium
Nature of cOntracthg with 1 private benefit managers
7 COW Le wov X' _
— Number of regions, entities i i 3(67

— Standards for competltlve contracting (e.g., minimum requirements for
managers, criteria used in awarding competitive contracts) .

—  Ways to encourage innovative quality improvement and education

Approach to assuring managed care, retiree options

Broader reforms

12



V. MAJOR CONCERNS

Rehance on Prlvate Insurance Plans

 Access not assured No proposal mandates plans to part1c1pate or that

participating plans accept all seniors or people with disabilities. 5
Premium subsidies are vouchers: No proposal'pays a percent of a b
prexmum for private plans, since this creates an incentive to increase
‘premiums. Instead, they pay a fixed amount which puts beneficiaries at risk. o

~ Beneficiary premiums will vary from plan to plan and from area to area - and &

without insurance reforms, by health status and age in most states.

Full risk payment for plans results in nsk,for beneﬁmarles. Plan wall
either raise premiums to compensate for potential risk selection or try to avoid
~ high-risk seniors and people with disabilities. Plans may also close formularies
and restrict pharmacy access to reduce costs if at risk.

Breaks up purchasmg pools Private insurance models rely on competltlon
for beneficiaries rather than pooled purchasing power to get price discouns.

BRAAE 2 e



Lack of A Defined Bénefit
(Actuanal Value)

'Hurts high-risk beneﬁc1ar1es Lettmg private insurers rather
- than public policy determine deductibles, copays, and stop-loss -

. RUTIN
C Tt
e .
R :

levels results in confusion and risk avoidance. This happened in

Medigap prior to reforms and Medicare managed care today.

Hinders informed choice and competition: Health policy
experts agree that informed choices and fair competition cannot
- occur without some standardxzatlon of benefits.

“Pigina poke”: Beneficiaries, .Congress, and taxpayers do not

know what they are buying in an actuarial value model.

- 14



Inadequate Surplus Dedlcatlon

e $40 bllhon over 5 years:

~ — Not all for prescnpuon drug bemefit
_ No commitment to out-year funding
— Addmonal surplus comrrntted to debt reductlon |

~« Creates false dynamic of pitting providers againsta |
| prescnptlon drug | beneflt -- despite unprecedented resources.

15



Withdrawal/Redaction Marker
Clinton Library

DOCUMENT NO. SUBJECT/TITLE DATE RESTRICTION
AND TYPE

001. briefing Democratic Leadership Meeting and Statement on Medicare and 5/24/00 P5

paper Prescription Drug Coverage (6 pages)

This marker identifies the original location of the withdrawn item listed above.
For a complete list of items withdrawn from this folder, see the
Withdrawal/Redaction Sheet at the front of the folder.

COLLECTION:
Clinton Presidential Records
Domestic Policy Council
Chris Jennings (Subject File):
OA/Box Number: 23749 Box 17

FOLDER TITLE:
Medicare Drug Benefit [3]

ef39

RESTRICTION CODES

Presidential Records Act - [44 U.S.C. 2204(a)]

P1 National Security Classified Information [{a)(1) of the PRA|

P2 Relating to the appointment to Federal office [{a)(2) of the PRA]

P3 Release would violate a Federal statute [(a)(3) of the PRA]

P4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA]

PS5 Release would disclose confidential advise between the President
and his advisors, or between such advisors [a)(5) of the PRA]

P6 Release would constitute a clearly unwarranted invasion of
personal privacy |(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed
of gift.
PRM. Personal record misfile defined in accordance with 44 U.S.C.
2201(3).
RR. Document will be reviewed upon request,

Freedom of Information Act - {5 U.S.C. 552(b)]

b(1) National security classified information {(b)(1) of the FOIA]}

" b(2) Release would disclose internal personnel rules and practices of

an agency [(b)(2) of the FOLA]

b(3) Release would violate a Federal statute [(b)(3) of the FOIA|

b(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA|

b(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA]

b(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA]

b(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA]

b(9) Release would disclose geological or geophysical information
concerning wells [(b)(9) of the FOIA|

#




LEXIS®-NEXIS® http://web.lexis-nexis,com/ln.univ.‘..5=456b7531‘b422005 0156181a2556e8593

R ~ Copyright 2000 The New York Times Company
: The New York Times

View Related Tépics
‘ . May 27, 2000, Saturday, Late Edition - Final
| SECTION: Sect.ion A; Page 10; Column 1; National Desk '
LEN GTH 847 words
HEADLIN E B1partlsan Effort on Drug Coverage Is Begun
BYLINE: By ROBERT PEAR
~ DATELINE: WASHINGTON, May 26

BODY:
An influential Repubhcan member of the House and a Democratic senator announced today that they
would collaborate on a bipartisan effort to add prescription drug benefits to Medicare this year.

The effort, by Representative Bill Thomas, Republican of California, and -Senator Ron Wyden,
Democrat of Oregon, alters the politics of the issue in this election year, at least marginally increasing
the chances that Congress can break the deadlock on Medicare coverage of prescription drugs.

"There needs to be a bipartisan, bicameral effort to move on this issue before the end of this session,"
said Mr. Thomas, who has authority over Medicare as chairman of the Ways and Means Subcommlttee
on Health. ;

In effect, Mr. Wyden embraced many of the principles endorsed by House Republicans as the
framework for a plan to offer drug benefits to all 39 million people on Medicare. In return, he gota
commitment from Mr. Thomas to support several Democratic goals.

. For example, Mr. Thomas agreed that drug companies should pay a fee to the government whenever
they develop profitable drugs by exploiting the fruits of research subsidized by the federal government. -

The Thomas-Wyden collaboration is significant for several reasons. It is one of the first serious efforts

. by members of opposing parties to find common ground on Medicare drug benefits. Until now, |
President Clinton and Democrats have pushed their proposals and attacked Republican ideas as
inadequate, while Republicans have belittled the Democratic proposals.

A Senate Democrat expressed concern about possible political consequences of today's announcement,
saying, "This will blur the lines between Republicans and Democrats on what is one of the Democrats' -
best election issues."

Mr, Thomas and Mr. Wyden are considered experts on health policy. Each shares the pohtlcs of his
party leaders and the dominant faction in his party; neither is a maverick.

Mr. Wyden has a liberal voting record and has long been an advocate for the elderly. As a young lawyer,
he led the Oregon chapter of Gray Panthers. He was immersed in health care issues for 15 years as a
member of the House.: »

Mr. Thomas has become the point man for House Repubhcans on health policy, the person who explains
the intricacies of Medicare. He is an architect of a House Republican proposal, outlined last month, that }
would use private insurance subsidized by the government to help pay drug costs for the elderly.

John P. Feehery, a spokesman for Speaker J. Dennis Hastert of Illinois, described today's amouncément

1of3 : L : 5/26/2000 2:50 PM
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as "a welcome development.” Congressional aides said the Senate Democratic leader, Tom Daschle of

R South Dakota, had urged Mr. Wyden to be cautious in dealing with the Republicans. But Molly Rowley,

a spokeswoman for Mr. Daschle, said the joint effort could "add some sense of urgency, some- traction -

. and increase the likelihood that leglslatron will be passed this year."

Mr ThOmas and Mr. Wyden said they would not write a bill of their own; but would continually Work

- with each other to push legislation. In effect, they have opened a channel for communication and

cooperation between the partres
The two lawmakers endorsed these principles:

*Coverage of prescription drugs should be guaranteed as "an entitlement" to any Medicare beneﬁciary.
who wants it. (Democrats insist on an entitlement.) Co

*Medicare drug benefits should be supervised by the Department of Health and Human Services, but
probably not by the Health Care Financing Administration, the much: cr1t1c1zed agency that now runs
Medicare.

" *The government should help pool the purchasing power of Medicare beneficiaries so they can obtain

discounts on drugs, like the dlscounts negotiated by health maintenance orgamzatmns and other big
buyers. ‘ .

*The government should pay most of the drug costs of people with very high drug expenses. This -

. subsidy would reduce premiums for everyone by reducmg the total costs that must-be covered by

premiums. -

*The United States should discuss drug prices as an issue.in trade negotiations with Canada and other *
countries that regulate such prices. Such discussions might find ways.to reduce the disparities, thus
reducing the incentive for Unlted States residents to cross the border to get less costly drugs.

Chris Jennings, the president's health policy coordinator, said he did not know enough about the
Thomas-Wyden effort to comment. "1 don’t think there are any details," he said.

Mr. Thomas and Mr. Wyden did not say what premiums would be charged for drug coverage. They drd
agree that some of the cost should be defrayed by drug companies.

"Chalrrnan Thomas, for the first time, has agreed to require that drug compames pay a .
return-on-investment fee to the Medicare trust fund when they profit from government- funded

o A, research,” Mr. Wyden said. "Again and again, taxpayers have put up the dollars to fund the critical early

20f3

- research that brings blockbuster drugs to the market. It's only fair that these taxpayer investments be

recognized through compensation by the company to our government."

http://www.nytimes.com

GRAPHIC: Photo: Representatrve Bill Thomas, Repubhcan of California, right, and Senator Ron

" 'Wyden, Democrat of Oregon, announcing their plan yesterday. (Susana Raab_ for The New York Times) .
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PRESIDENT CLINTON AND THE DEMOCRATIC LEADERSHIP URGE THE CONGRESS
' TO ACT NOW A MEDICARE PRESCRIPTION DRUG BENEFIT AND OTHER
NATIONAL PRIORITIES ‘
May 25, 2000

Today, the President will meet with the Democratic leadership of both the House and Senate to discuss

- how they could work together to address a number of national priorities that have been unnecessarily
* delayed to the detriment of the health, safety, and economic security of the nation. In addition to

discussing strategies for the passage of a strong, enforceable, Patients’ Bill of Rights, common sense
gun safety legislation, and a simple $1 increase in the minimum wage, they will focus on the need to
pass a voluntary, affordable Medicare prescription drug benefit available to all beneficiaries. The
President will underscore his strong belief that a united Democratic party can help produce a strong

- prescription drug benefit that receives broad based, bipartisan support, and he will emphasize that the

Congress should act on all of these national priorities this year. Finally, the President will reiterate that
he welcomes the Republicans’ stated goal of developing a prescription drug benefit for all Medicare
beneficiaries, but he will highlight why the approaches outlined to date do not achieve this goal.

MILLIONS OF MEDICARE BENEFICIARIES HAVE NO OR UNDEPENDABLE ,
PRESCRIPTION DRUG COVERAGE. Millions of seniors and Americans with disabilities have no
prescription drug coverage and millions more are at risk of losing coverage. Millions of Medicare
beneficiaries have no prescription drug coverage. Mllhons more are at risk of losing coverage or have -

, madequate expensive coverage.

e Most older Americans without prescription drug coverage are middle-class. Over half of the
millions of Medicare beneficiaries who lack drug coverage have incomes greater than 150 percent.
of poverty ($12,525 for a single, nearly $17,000 for a couple). Seniors without drug coverage fill
30 percent fewer prescriptions than those with coverage, but pay 83 percent more out-of-pocket for
drugs. In addition, not even counting manufacturers’ rebates, prescription drug prices for those
without coverage are typically 15 percent higher than prices paid on behalf of people with
coverage. ThlS price gap almost doubled between 1996 and 1999.

o Current prescription drug coverage is unstable and declining. Over three in five beneficiaries
do not have dependable drug coverage. The number of firms offering retiree health insurance
coverage dropped by 30 percent between 1993 and 1999, and Medigap premiums have been rising
at double-digit inflation. While Medicare managed care plans usually offer some drug coverage, it
is typically limited. The number of plans with a drug benefit below $500 has increased by 50
percent over the past two years. In addition, 11 million beneﬁc:larles who dlsproportlonatcly
reside in rural areas, have no access to managed care plans.

A UNIFIED DEMOCRATIC FRONT PROVIDES THE FOUNDATION FOR BIPARTISAN
CONSENSUS. President Clinton today will point out that a strong, unified Democratic position
enhances the likelihood of passing a Medicare drug benefit; just as it helped to assure the eventual
House passage of a strong, enforceable, and bipartisan Patients Bill of Rights. He will state that the -
recent announcement of Democratic consensus on the details of a drug benefit should spur the
Congress to move forward on thls vital issue.



UNIFIED DEMOCRATIC SUPPORT FOR A NEW, PRESCRIPTION DRUG BENEFIT -
OPTION THAT IS AFFORDABLE AND AVAILABLE TO ALL BENEFICIARIES. The
Democratic Caucus supports the passage of a new prescription drug benefit that is:

Voluntary and Accessible To All Beneficiaries. A new benefit should ensure that all
béneficiaries can access prescription drug coverage, whether they are in traditional Medicare,
managed care, or a retiree health plan. Employers will receive financial incentives to provide
retiree coverage and maintain existing coverage.

Designed To Give Beneficiaries Meaningful Protection. The proposal would provide a benefit
that covers half the cost of prescription drugs up to $5,000 limit when fully implemented and
would provide additional protections against catastrophic prescription-drug costs. In addition, it
would use market-based purchasmg mechanisms to achieve dlscounts for the price of medlcatlons

Affordable To All Beneficiaries And The Program Under the plans, Medicare will contribute at
least 50 percent of the prescription drug premium to make it affordable for all beneficiaries. The

- plans will also include special protections for low-income beneficiaries; those with incomes below

135 percent of the poverty level will receive full coverage of cost sharing and premiums; and those
with incomes between 135 .and 150 percent of poverty will receive prermum assistance on a sliding ~
scale.

Administered Using Private Sector Entities And Competitive Purchasing Techniques. Private
sector entities will negotiate prices with drug manufacturers and administer the benefit, the same as
most private insurers. Drugs will be purchased at privately negotiated rates, giving beneficiaries
the bargaining power they lack today As a result, beneficiaries will not only receive prescrlptlon
drug coverage for the first time, they will receive better prices for their drugs.

REPUBLICAN POLICY DOES NOT MEET THEIR STATED GOALS. Although the House . S
Republican leadership recently recognized the need for an affordable, optional prescription drug A
benefit available to all Medicare beneficiaries, the President will note that the policy advocated by the

House Republicans does not achieve their stated goals. The current House Republican proposal:

Does not assure availability of prescription drug coverage. Because the Republican plan relies on
private insurers to offer a drug-only benefit voluntarily, this policy cannot be guaranteed to be
available to all seniors in need of a drug benefit. In testimony before the Congress, the insurance
industry itself has expressed skepticism about the effectiveness of the Republican approach.

Not affordable for most seniors, even if it is available. Furthermore, because it provides direct
premium assistance only to beneficiaries with annual incomes of under $12,600, the Republican
benefit will almost certainly fail to be an affordable option even if it’s available. If enacted, the

‘Republican proposal would mark the first time in the program’s history that Medicare would not

provide universal premium assistance for benefits, and it would undermine the social insurance
concept of the program. :
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HEADLINE: OUT OF REACH?;
THE RISE IN DRUG PRICES IS CAUSING THE PUBLIC TO ASK WHY. THE REASONS .
INCLUDE THE HEFTY RESEARCH COSTS, CONSUMER ADVERTISING AND THE GROWTH

OF MANAGED CARE.

-BYLINE: LINDA MARSA, SPECIAL TO THE TI’MES

BODY
* Dorothy and Clarence Cardella, a retired couple in their 70s living in Pasadena, pay more than $ 300

" a month out of pocket for prescription drugs to:maintain their health. Clarence has had two heart

surgeries and requlreb costly medlcatlons while Dorothy takes drugs to treat her diabetes and a thyroid
condition. ,

‘Medicare covers their doctor bills and any hospltal visits, but the federal health program doesn't cover |

prescriptions. While the Cardellas' household income is ﬁxed the cost of their medlcatlons 1s anythlng
but: The prices just keep going up.

Recently, Dorothy's doctor suggested a new insulin drug for her diabetes. It costs $ 230 a month. The .

cash-strapped Cardellas can't afford it, so Dorothy's doctor has given her free samples.

"At this rate," she. says, "we'll soon be broke."

The Cardellas' situation is hardly unique. Prescription drug prices are rising much faster than the rate '
of general consumer inflation. The burden for thIS ballooning bill falls most heavily on those who can
least afford it--older Americans living on fixed incomes, and the working poor with inadequate or no -
health insurance.

Most Americans don't feel the rise in drug prices|directly because they purchase prescription medicines
through their employee health plans or their HMOs, where they don't pay the full price, often making
only a $ 10 or $ 20 co-payment. The rise in drug prlces does hit this group mdlrecﬂy Many health
insurers have blamed higher drug costs as the reason behind hikes in medical premiums or restriction of

benefits.

But drug inflation is felt most keenly by people like the Cardellas, who are among an estimated 15
million Medicare recipients who pay out-o f-pocket for arthritis medications that ease their pain, or heart
drugs that help them stay alive. (The Cardellas could get drug coverage by joining a Medicare HMO,
but they have long-standing relationships with doctors who aren't in HMOs.) So they and millions of

. others essentially pay retail for their medxcatlons‘ And it is this group of people that has prompted .

consumer groups, politicians and the elderly to questlon why medicines cost so much and why prices
keep going up. .

Are there legitimate reasons behind this trend? Or are we juSt being gouged? Experts say there are a host

- of factors nudging prices upward, including the shift of patients into HMOs, and increased costs for

advertising and research and development.

5/29/2000 2:48 PM




LEXIS®-NEXIS® . * http://web.lexis-nexis.com/In.univ...5=444d44 12044b12d0ab2ebtdcb197¢cdS

20f5

One reason why retail prices are gomg up is the rise of managed care, which now covers 60% of the
insured population in the United States and an even higher percentage in California. Large HMOs and -
other managed care plans use their bargaining clout to demand discounts when they make bulk
purchases of prescription drugs. Pharmaceutical companies, critics say, have tried to recoup some of
this lost revenue by charging more to patients who have no one to bargain on their behalf--people

~ without drug coverage who must pay full retail prxces This practice is known in the health industry aé

cost shifting.

Another factor is that the new generation of designer drugs is expensive to produce. When Genentech
introduced Activase, a genetically engineered drug that dissolves artery clots that can cause heart
attacks, the price was $ 2,200 a dose. Company officials defended the cost, citing very high research and -

.developme:nt expenses. Creatmg a complex, genetically engineered drug versus producing a

conventional drug is like the difference between making a $ 20 watch and crafting a fine Swiss
timepiece.

Indeed, the process of taking a drug from the laboratory to the patient's bedside is a-lengthy one,
requiring as much as 15 years and costing from $ 300 million to $ 500 million. And success is not

" guaranteed. Often there is a vast difference between how a compound behaves in the test tube and how it

acts on humans,

New drugs typically require three phases of tests on human subjects to demonstrate that they work and o

“don't produce serious side effects. Most therapies founder along the way, perhaps proving less effective

on humans than when tested on animals, or producing unexpected toxic effects. Only one medicine out -
of five makes it through human clinical tests, said Jeffrey Trewhitt, a spokesman for the Pharmaceutlcal
Research and Manufacturers of America, an mdustry trade group in Washington, D.C. -

For drug companies, these research duds are a necessary cost of doing business, much as a dry well is to

. an oil-exploration company. The drug makers argue, however, that prices for the one in five therapies

that do make it to market must compensate for the costs associated with those that don't. Consequently,
the successful drugs have higher prices. How exactly pharmaceutical firms set prices for a particular .
drug is a closely guarded trade secret; it's safe to say, however, that the prlce often bears little relation to
development or manufacturing expenses for the that product.

‘When new drugs are patented, competitors are prohibited from copying the drug for 17 years. Because it

may take 10 years or so from the time of patent for a new drug to reach the market, however, the patent
protectlon may be lost several years after the drug actually goes on sale. The idea behind patent
protection is that it encourages innovation by giving companies the market to themselves for a while so
they can recoup their development costs. :

"While drugs are under patent, pharmaceutical companies act like any other monopoly and charge whaf
the market will bear," ' says Jeffrey McCombs, a pharmaceutical economist at USC "But that doesnt
make them bad guys."

And drug makers' pricing practices aren't much different from those of other industries that have a

- monopoly. What is different, though, is that even when rival products are introduced, prices usually

don't tumble. What's more, prices of older drugs continue to rise, even after, presumably, they've made
their money back. That's because a drug's effectiveness--how well it works--not cost, is the key selling
point when it comes to medicine. :

Consequently, the drug companies shelled out § 8.3 billion in 1999 for advertising and promotion in.
order to influence treatment decisions. Physicians are barraged by information aimed at convincing them
that a particular drug is the best. Pretty soon, these new treatments become the accepted standard
practice. And even when equally effective drugs that cost less are introduced, doctors tend to contmue :
giving their patients the more expensive medicine, which means prices remain high.

In recent years, drug companies have also boosted efforts to pitch their products directly to consumers in

TV, radio, magazines and newspaper ads to create brand-name awareness. In 1999, the industry spent -
B \ ) ' 7
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,'nearly $ 2 billion to persuade patients to ask their doctor about products such as Zyrtec and Allegra both
allergy treatments, and Premarin, an estrogen supplement for post- -menopausal women.,

This strategy seems to work. According to a 1999 study by the National Institute for Health Care .
Management, the 10 most heavily advertised drugs accounted for about 22% of the total increase in drug
spending between 1993 and 1998. But a byproduct of these promotional campaigns, says Frank .

. Clemente of Public Citizen, a consumer health watchdog group in Washington, D.C., is that "the most
heavily advertised drugs‘are the ones whose prices increased the most." : B

~ Consumer Groups Push for Controls

The continued rise in prescription drug costs has touched off intense political debate on how best to

- give people like the Cardellas relief. Some politicians and consumer groups have pushed for some form. -
of price controls. Not surprisingly, drug companies oppose price regulation. They contend it would
curtall innovation in an industry that invests upward of $ 24 billion annually on research.

"The'drug companies," says William S. Comanor, a pharmaceutical economist at UCLA "are not Uoivng
" to spend the $ 300 million or so it takes to develop a drug if the government is telling them what to
Acharge

Others, though, say this is a scare tactic.

. "If there are reduced revenues, it might have some impact on research and development," says Ronald
Pollack, executive director of Families USA, a consumer health group in Washington, D.C. "But the
drug makers have far more latitude than they would have you believe."

Pollack and others note that the pharmaceutical industry is the most profitable industry in America--with
a level of profits that is three times higher than that of many Fortune 500 companies. Drug makers insist -
that such hefty profits are needed to pay for research that could produce therapies or cures for cancer,

" Alzheimer's disease and a host of other illnesses.

- Says Trewhitt of the drug industry trade group: "It's very important to get a decisive return on .
investments. Otherw156 people won't put their money in research -dependent ventures that have such a

) hlgh failure rate."
TaXpayers Shoulder Much of the Risk

But is that accurate? The reality is that U.S. taxpayers--not the companies and their shareholders--are
shouldering a lot of the risk. The federal government pays for the bulk of the research by funding studies
by the National Institutes of Health and through grants to academic research centers, such as USC and
UCLA. This money pays for much of the highly speculative basic scientific research that results in
quantum leaps forward in our understanding of diseases. And these dlscovenes become the springboard
- for devising new therapies.. :

In contrast, most drug company research is aimed at developing products, not basic research, said Public
Citizen's Clemente. And much of the research backed by corporations is aimed at developing "copycat"
drugs to compete with successful medicines, rather than on basic research, he said.

A 1995 Massachusetts Institute of Technology study found that 11 of 14 new drugs introduced in the
prior 25 years that were considered significant therapeutic advances were derived--at least in part--from
government-funded research. :

So are drug prices inflated? The answer depends upon whom you ask. Drug company executives and

some health care economists argue that even the costliest medications are an incredible bargain. Many
* breakthrough drugs have revolutionized medicine, they say, enhancing the quality of life, leading to

shorter and less costly hospital stays, and putting patients back on their feet faster. '
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The average heart disease medication, for instance; costs § 1,200 a year. That, however, is far cheaper

~thana $ 40,000 bypass operation, not to mention the inestimable benefits of avoiding surgery.

But Dorothy Cardella, like many other older Americans, is fed up.

- "The situation is really depressing," she says. "Every time I turn around, it's more bills with no end in

40f5
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(BEGIN TEXT OF INFOBOX / INFOGRAPHIC)

Targeting Consumers

- The federaltgovermnenvt used to prohibit the advertising of prescription drugs directly to the public.

But several revisions to federal rules between 1985 and 1997 have led to a dramatic increase in
direct-to-consumer advertising by drug companies. Here is a list of the top 10 drugs, ranked by how .
much money was spent on TV, newspaper, magazine and other advertisements aimed at consumers.

"~ Rank Product Name - Consumer Advertising
(1999) (use) (in million of dollars)
- Claritin $137
(allergy)
Propecia 99
. (hair loss)
.3 Viagra 93
» (impotence) o
4. Prilosec 79
' (anti-ulcer) .
5 Xenical : 75
(weight reduction)
6 Zyrtec . 57
(allergy)
7 Lipitor _ 55
(cholesterol reduction)
8 Zyban 54
- (smoking deterrent)
9 Nolvadex 54
~ (breast cancer) -
10 ‘Flonase . 53
(allergy) '

Source: IMS Health Inc.

* A Hardship on Older Americans

Older, low-income people spend a larger share of their income on medical care than do wealthier
Americans. Although they would especially benefit from prescription drug coverage, they are also less
likely to have it. :

Household Share of older Americans Income spent
income without drug coverage on health care*
Below $10,000 35% 37%
$10,000-$19,999 38% - 19%
© $20,000-$29,999  32% 15%
$30,000-$49,000 30% 10%

$50,000 and above 26% 6%

i

5/29/2000 2:48 PM


http://web.lexis-nexis.com/ln.univ

LEXIS®-NEXIS® a http://web.lexis-nexis.com/In.univ...5=444d44 12044b12d0ab2ebf4ch197fcdS

L8 CUBCI 1

N . 34% 13%

* (medlan share of household income after taxes)
. Source Health Affairs, March/Aprﬂ 2000, ‘Prescrlptlon Drugs What's. Next ! Volume 19, Page 30
Drugs Lead R1s1ng Health Costs-

‘Hospitals and doctors have traditionally comprised the biggest chunk of U.S. spending on health care. In .
recent years, however, spending on prescription drugs has been rising faster than other areas of health
care. While prescription drugs accounted for about 5% of overall spending in 1992, some experts have
predicted that that figure could rise to about 15% within 10 years. -

GRAPHIC: PHOTO: (no caption) GRAPHIC-TABLE: Targeting Consumers GRAPHIC-TABLE: A
Hardship on Older Americans GRAPHIC: Drugs Lead R1s1ng Health Costs, REBECCA PERRY /, Los

Angeles Times
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PRESIDENT CLINTON RELEASES NEW REPORT ON THE SPECIAL ,
CHALLENGES FACING RURAL SENIORS WHO NEED PRESCRIPTION DRUGS
June 13, 2000

Today, the President will release a new report from the Domestic Policy Council and the
National Economic Council documenting the special challenges that the over 9 million Medicare
beneficiaries living in rural communities face in accessing and affording life-saving prescription
drugs. This report, prepared in response to a request from Senator Baucus (D-MT), documents
that rural beneficiaries tend to have a greater need for prescription drug coverage but have fewer
coverage options. Their incomes are lower, access to pharmacies more limited, and out-of-
pocket spending higher. The report will highlight that the private prescription drug coverage
options available to rural beneficiaries are not only severely limited, but extremely expensive.
The President will stress that it makes little sense to build on flawed private options like
Medigap, such as the approach reportedly being advocated by the House Republicans today.
Instead, he will urge Republicans to work with him to design a meaningful Medicare prescription
drug benefit that provides an affordable and dependable coverage option available to all
beneficiaries.

RURAL BENEFICIARIES HAVE A GREATER NEED FOR, BUT ARE LESS LIKELY
TO HAVE, PRESCRIPTION DRUG COVERAGE. Rural Medicare beneficiaries, who
represent nearly one-fourth of the Medicare population, have lower incomes, more limited access
to pharmacies, and higher out-of-pocket expenditures than their urban counterparts. Key
findings of the report the President is releasing today include:

o Rural beneficiaries pay more for prescription drugs than urban beneficiaries, and are
more likely to go without needed medication because of cost concerns. Rural
beneficiaries are over 60 percent more likely to go without prescription medication because
of cost concerns than urban beneficiaries. In addition, because rural beneficiaries pay over
25 percent more out-of-pocket on prescription drugs than urban beneficiaries, they spend a
greater percentage of their income on these medications on average. -

¢ Rural elderly are more likely to have high out-of-pocket spending than urban seniors,
even among the chronically ill. About one-third of rural seniors versus 25 percent of urban
beneficiaries have out-of-pocket spending that exceeds $500. This difference remains even
when looking only at older Americans with heart disease, hypertension, stroke and cancer:
about 45 percent of these rural seniors have out-of-pocket spending that exceeds $500
compared to 36 percent of chronically ill urban seniors.

e Rural Medicare beneficiaries are 50 percent less likely to have any prescription drug
coverage. The proportion of rural beneficiaries who lack drug coverage for the entire year is
43 percent compared to 27 percent in urban:" This lack of coverage is even more dramatic
when looking those who are uninsured for part of the year. Ebout 57 percent of rural
Medicare beneficiaries do not have prescription drug coverage for all or part.of the year,
compared to 44 percent of urban beneﬁciarieﬂ In addition, the oldest rural seniors are
particularly vulnerable to lacking prescription drug coverage. Over half of rural seniors age
85 or older have no drug coverage — over 50 percent higher than urban seniors that age.




In rural America, most beneficiaries who lack prescription drug coverage are middle

income. Although rural seniors have lower income than urban seniors, about 45 percent of

~ those without prescription drug coverage have income between 150 and 400 percent of

poverty. They would have too much income to qualify for direct premium assistance in most
proposed low-income benefits but do not have enough income to afford private insurance.

Rural beneficiaries are about one-third less likely to have retiijee health insurance.
Only about one in four of rural seniors have drug coverage through employer-based retiree
insurance, compared to 35 percent of urban seniors.

Less than 1 percent of rural beneficiaries are enrolled in Medicare managed care with a
prescription drug benefit. About 75 percent of rural beneficiaries do not have a managed
care option, and no state has more than 30 percent of rural beneficiaries enrolled in managed
care..Only one-third of rural managed care enrollees have a drug benefit in their basic
benefit, and of those with drug coverage, nearly two-thirds have coverage limit of $1,000 or
less for brand name and/or generic drugs. '

- Due to'lack of alternatives and the critical need for drug coverage, rural seniors -

disproportionately purchase Medigap. About 13 percent of rural Medicare beneficiaries
receive prescription drug coverage through Medigap compared to 11 percent of urban

beneficiaries.

Premiums for Medigap for rural beneficiaries are high and increase with age. A typical
65-year old pays about $164 per month for a Medigap plan that includes limited prescription
drug coverage. In Montana, the typical monthly premium for a Medigap plan with
prescription drugs is $126 if you are age 65, but $184 if you are age 80 or older. On top of

. these high premiums, rural seniors with Medigap spend on average $442 out-of-pocket for

drug costs — 75 percent more than rural beneficiaries with retiree health coverage.

CONGRESS SHOULD WORK IN A BIPARTISAN FASHION TO DRAFT A
MEANINGFUL MEDICARE DRUG BENEFIT. The President will call on the Congress to
work together on a plan that is designed to cover people — not provide political cover. He will’
raise concerns about reports of the Republican plan being released today that would use a flawed
Medigap-like model that could neither be assured to be available nor affordable to all Medicare
beneficiaries. '

THE PRESIDENT’S PLAN EXTENDS PRESCRIPTION DRUGS TO ALL MEDICARE
BENEFICIARIES. The President will point out that his plan provides an affordable, accessible,
prescription drug benefit option to all beneficiaries. It is:

Voluntary. Medicare beneficiaries who now have dependable, affordable coverage would
have the option of keeping that coverage.

Accessible to all beneficiaries. Beneficiaries who join the program would pay the same
premium and get the same benefit, no matter where they live, through a private,
competitively selected benefit manager or, where available, through managed care plans.




e Designed to give beneficiaries meaningful protection and bargaining power. A reserve fund.
in the President’s budget helps Medicare beneficiaries with catastrophic prescription drug
costs. The plan also gives beneficiaries bargaining power they now lack by utilizing private
prescription drug managers to negotlate discounts that can be extracted from volume
purchasing.

e Affordable to all beneficiaries and the program. According to CBO, premiums would be $26
per month in 2003. Low-income beneficiaries — below 150 percent of poverty ($17,000 for a
couple) — would receive extra help with the cost of premiums; those below 135 percent
would have no cost sharing.

o

o Consistent with broader reform.- The new, voluntary prescr1pt1on drug benefit is part of a
larger plan to strengthen and modernize'Medicare... This plan would make, Med1care more
competitive and efficient, reduce fraud and out-year cost increases, promote fair payments
and improve preventive benefits in Medicare. :
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SEC. 507. ABOVE-THE-LINE DEDUCTION FOR PRESCRIP-
TION DRUG INSURANCE COVERAGE OF MEDI-
- CARE BENEFICIARIES H-'CERTAI& MEDICARE
m LOW-INCOME ASSISTANCE PROVISIONS
IN EFFECT. |
(a) IN GENERAL.—Subsection (a) of section 213 is
amended by adding at the end the following new sentence:
“The 7.5 percent adjusted gross income threshold in the N
preceding sentence shall not apply to the expenses paid
during the taxable year for preseription drug insurance
coverage of a medicare beneficiary who is the taspayer,
the taxpayer’s spouse, or a dependent (as defined in see-
tion 152) if— |
“(1) the Secretary certifies that, throughoui;
such taxable year, the conditions specified in sub-
section (e) are met, and
“(2) the am'oxint paid for such »eoverage is ei-
i ther éeparately stated in the contract or furnished to
the policyhoider by the insurance company in a sepa-
Tate statement. |
Expenses to which the preceding sentence appiies shall not
be taken into-account in applying such threshqlé to other
expenses. For purposes of this subsectiqn, the term ‘medi-
care beneficiary’ means an individual who is entitled to
benefits under part A, B, or C Qf title XVIII of the Social

Security Act.”
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(b) CoxprTIONS.—Section 213 is amended by redes-
ignating subsection (e) as subsection (f) and by inserting
after subsection (d) the following new subsection:

“(e) CONDITIONS FOR SEPARATE DEDUCTION F:Q)R‘
PRESCRIPTION DRUG INSURANCE COVERAGE.—For pur-
poses of subsectioﬁ (a), the conditioris specified in this |
subsection are met if all of the following are in effeet:

“(1) ASSISTANCE FOR PRESCRIPTION DRUGS

FOR LOW-INCOME MEDICARE BENEFICLARIES.

- “(A) Low-income assistance to enable the

pufchase of coverage of preseription drugs as

12 .desc:ribéd n paragraph (2) or (3) for medicare
13 beneficiaries with incomes under 135 percent of
14 the applicéble Federal poverty level, with such
15 assistanee phasing out for beneficiaries with in-
16 comes between 135 pércent and 150 pércent of
17 ‘ such level. | V |

18 ~ “(B) The 'Féderal Government provides
19 . funding for the costs of such assistance.

20 S Y2) Sl'l’f’LEMB.\'T.\I. COVERAGE OF PRESCRID-
21 - TION DRUGS.—All policies supplemental to Medicare
22 ’Vi’nclude coverage for costs of prescription drugs.

23 - “(3)‘ : STR[‘(‘T;‘ML MEDICARE REFORM.-—Cov-
24 erage for outpatient prescription dmgs for medicare

25 beneficiaries is provided only through integrated
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comprehep.si‘re( health - plans . which offer current

- Medieare eqvéred services and mammum limitationg
on out-Qoproékét spending and such comprehensive

| plans spénsored by,‘t_hé Health Care Financing Ad-
ministration compete on the same basis as private
plm . o
(e} DEDU CTION FOR PRESCRIPTION DRUG INSUR-

ANCE COVERAGE ALLOWED WHETHER OR NOT Tax-

PaY ER ITEMIZES OTHER Dsm“c"rm.\'&-—Subsectzon (a)

= ET-JN- NG S-S N VORI S

“of seétion 62 (defining adjusted gross income) i1s amended

11 by inserting after paragraph (18 ) the foﬂomg new para—

12 o'raph

13 | “(19) PRES(.RIP’E‘IO\ DRUG INSURANCE COV-
14 ERAGE. —The deductxon allowed by section ‘?13(3) to
15 the extent ef the expenses deseribed in the second
Ié - sentence thereof.” |
17 | (d) EH-L( TIVE DaTE.—The amendments made by

18 this section shall apply to taxable years becrmnmg after‘

19 the date of the enactment of thzs Act ;
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| N E vV S - CongressmanPéte Stark

WASHINGTON OFFICE: 239 Cannon H.O.B., Washington, D.C. 20515 PHONE: 202/225-5065 E-Mart: petemail@stark house.gov

California - Thirteenth District U.S. House of Representatives
FOR IMMEDIATE RELEASE ' ' CONT ACT: Anne Montgomery
July 14, 1999 o (202) 225-5065

WAYXS AN D MEANS REPUBLICANS REJECT PROVIDING SENIORS WITH REAL
PRESCRIPTION DRUG ASSISTANCE

Rep. Pete Stark (D-CA) today offered an amendment to the Archer $864 billion tax cut bxll that
would have prowded Medicare beneficiaries a 50% tax credit for the purchase of prescription drugs
up to $2000 in 2002 and rising to $5000 in 2008. The amendment essentially mirrored the President’s
new Medicare prescription drug proposal, but would provide the benefit through the tax code rather
than through the Medicare program.

' “My amendment would have redirected a small portion of this $864 billion specxal interest tax cut to

~a our nation’s seniors and disabled population who now spend more on prescription drugs than any
other segment of our population,” said Rep. Stark. “Unfortunately, our Kepublican colleagues
would rather help tackle box manufacturers, oil compames, and multi-millionaires, rather than
enable seniors to obtain affordable prescription drugs.” -

“To add fury to the fire, the Republicans modified their bill late last night with a bait and switch
provision to provide an above the line tax deduction for the purchase of prescription drug insurance.
This new deduction would be contingent upon Congress passing a ‘Premium Support’ model of -
Medlcare reform which would force seniors into shoddy, barebones HMOS :

Rep. Stark continued, “Clearly the Republicans have learned that they need to talk about
prescription drug benefits for seniors and that’s why they made this last minute change to their bill.
Unfortunately, all they have Jearned is to talk about the issue. No other provision in this $864 billion
tax but is based on a contingency that Congress pass specific legislation before it becomes effectxve

Rep. Stark went on to say, “It should also be noted that the Joint Tax Comtmttee places zero costs on
the Republican prescription drug provision because even if this tax cut bill were to become law, they
know that this contingency would never become reality.”

“The fact of the matter is that the Republicans are trying to fool America’s seniors into believing that
they care about expanding coverage for prescription drugs. However, they are unwilling to dedicate
even a small portion of this $864 billion tax cut — that will never become Iaw anyway -to
prescription drug coverage,” stated Rep. Stark. ,

“Don’t believe the hype. If Repubhcans ‘wanted to provide prescrlption dmv coverage to seniors,
they would have supported my amendment to do so,” concluded Rep. Stark.


mailto:petemail@starkhouse.gov
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PRESCRIPTION

DRUGS/
MODERNIZING
MEDICARE

BACKGROUND:

On Tuesday, President Clinton unveiled his plan to strengthen and modernize Medicare.
As part of a broader set of reforms for the Medicare program, the President proposed the
creation of a new prescrlptlon drug benefit. R

Nearly 15 million Medicare beneficiaries have no prescription drug coverage, and millions

" more are at risk of losing coverage or have inadequate, expensive coverage. The

President’s plan includes a voluntary Medicare drug benefit that would offer beneficiaries
access to prescription drug coverage beginning in 2002. The new benefit would provide
reliable, affordable coverage to all beneficiaries; protection for low-income beneficiaries;
and private management of benefits. '

House Democrats are encouraged to talk about this new prescription drug benefit
over the July 4" recess. Specifically, Tuesday, July 6" is Prescription Drugs for Seniors
Day. Members are encouraged to schedule an event on this day to highlight the need for
a prescnptlon drug benefit for seniors.

EVENTS:

e . MEET WITH SENIORS: Meet with seniors at a local senior citizen center to brief
them on President Clinton’s proposal to modernize and strengthen Medicare. Focus
on the prescnptnon drug proposal.

. WRITE AN OP-ED: Submit an'Op-ed in your local newspapers on President
Clinton’s Medicare proposal. Focus on the prescription drug proposal.

. HOST A ROUNDTABLE DISCUSSION: Join with senior citiz.ensv and their families
. to discuss the Medicare proposal and the importance of a prescription drug piece.

L VISIT THE LOCAL EDITORIAL BOARD: Schédule an éppointment to visit with your L
local editorial board editors. Brief them on President Clinton’s Medicare proposal.
Bring your local AARP President and a group of senior citizens. -

U.S. House Democratic Policy Committee, july |, 1999 C Page | of 7



e  ESTABLISH AN ADVISORY GROUP: Establish an advisory group of senior citizens
who will review President Clinton’s proposal to modernize and strengthen Medicare
and report back to you their findings. '

BACKGROUND MATERIALS:

° Sample media advisbry.
) Sample press release.
. Sample 6p-éd. |
° Background materials on President Clinton’s proposal to stre'ngthen and moderniie :

Medicare, prepared by the Clinton Administration, including:

1. One-pager: “Strengthening Medicare for the 21% Century”

2. Two-pager:. “A New Prescription Drug Benefit and Cost Sharing Protectrons

for Preventive Services”

3. Six-pager: “President Clinton’s Plan to Modernize and Strengthen
~ Medicare for the 21 Century”

. Statements in support of President Clinton’s plan:

1. Democratic Leader Gephardt
2. Rep. Rangel ,
3. Rep. Stark
4. AARP -

U.S. House Democratic Policy Committee, July 1, {999 - ; . “Page2of 7



** Sample MediaAdvisory >

For Immediate Release ~ ' July 5, 1999

REP. ___ JOINS EFFORT TO PROVIDE
PRESCRIPTION DRUG BENEFIT THATIS
AFFORDABLE AND AVAILABLE TO ALL SENIORS -

~July 6% is Prescription Drugs for Seniors Day

Anywhere,  USA — U.S. Rep. : will. (insert a description of your
prescription drug event) as part of Prescription Drugs for Seniors Day on Tuesday, July 6".
Prescription Drugs for Seniors Day is-an effort coordinated by congressional Democrats to
show their support for a prescription drug proposal as part of the effort to modernlze and”
strengthen Medicare for the 21 century

President Clinton’s new prescription drug proposal would provide:

L] Reliable, affordable coverage to.all Médicare beneficiaries;
e - Protection for low-income beneficiaries; and :
° Private management of benefits.

The (insert your event) is one of (insert number - the DPC will have a total number
of events happening nationwide by the end of the week, 5-6760) events happening
nationwide during the week of July 50 1t wnll be held at (insert time, location, and other

detallsl

Contact: (Insert name and phone number)

U.S. House Democratic Policy Committee, July I, 1999 . o © Page3of7



** Sample Press Release **

- For Immediate Release : B July 5, 1999

REP.  JOINS EFFORT TO PROVIDE
PRESCRIPTION DRUG BENEFIT THATIS
AFFORDABLE AND AVAILABLE TO ALL SENIORS

Anywhere, USA - As part of Prescriptioh Drugs for Seniors Day, U. S. Rep.
today (insert your prescription drug event) whrch focused on the need for a
prescrlptron drug benefit for seniors.

“No senior citizen should have to choose between buying food and buying medicine;"

Rep. _ said. “| am pleased that President Clinton proposed a prescription drug

benefit as part of his plan to modernize and strengthen the Medicare program for the

challenges it faces in the 21 century. This long-overdue prescription drug benéfit would

provide reliable, affordable coverage to all Medicare beneficiaries; protectlon for low-
income beneficiaries; and private management of benefits.”

The specifics of President Clintoh’s prescription drug benefits are:

® Meaningful coverage that is available to all beneficiaries. Medicare would cover
half of drug costs from the first prescription up to $5,000 in spending per year. The
spending limit would be phased in from 2002 to 2008 and, in subsequent years,
adjusted for inflation. Beneficiaries would have access to discounts negotiated by
private managers. For the nearly 15 million beneficiaries who have absolutely no
‘coverage, it would provide significant financial relief. For the several million
beneficiaries who rely on Medigap or Medicare managed care, this benefit would
ensure that their coverage will always be there without excessive rate increases or
- reductions in the generosity of the benefit.

° Affordable premiums. Beneficiaries would pay a separate premium for Medicare
Part D — an estimated $24 per month in 2002, and $44 per month in 2008, when
fully implemented. Cost sharing protections for low-lncome benefrcrarres would be
expanded.

. Low-income protections. Beneficiaries with incomes up to 135 percent of poverty
would pay no premiums or- cost sharing. .

e Private management. Beneficiaries in managed care would be covered through
their plan. For the rest, Medicare would contract out with numerous private
pharmacy benefit managers or similar entities to manage the benefit. This
partnership would provide beneficiaries with the same high quality benefits they
expect from Medicare while allowing for more flexibility and innovation in the
program management overtime. NO price controls would be used.

U.S. House Democratic Policy Committee, july I, 1999 ‘ ‘ Page 4 of 7



“At a time of soaring surpluses, no senior citizen should wind up in the hospital for
skimping on their medication to save money. It's the right time to provide this long-overdue
prescription drug benefit and | look forward to working with Republicans and Demaocrats
alike to make sure we reach consensus on a prescription drug benefit for seniors,” Rep.

said. A '

#HHt

Note: Consider using a quote or two from the senior citizens at your event.

U.S. House Democratic Policy Committee, july I, 1999 . o o Page 5 of 7



** Sample Op-Ed **
(VERY similar to President Clinton’s statement on Tuesday)

REP. | S TRENGTHENING MEDICARE
FOR THE 21°" CENTURY

“In a nation bursting with prospenty, no senior should have to choose between buying food
and buying medicine. My Medicare plan is credible, sensible, fiscally responsible. It will
secure the health of Med/care while improving the health of our seniors. And we can
achieve /t Yo

‘ Pre&dent Bill Cllnton
June 29, 1999

On Tuesday at the White House, President Clinton unveiled his proposal to modernize and

strengthen the Medicare program to prepare it for the challenges it faces in the 21%

Century. This historic initiative would make Medicare more competitive and efficient;

modernize and reform Medicare’s benefits, including the provision of a long-overdue

prescription drug benefit and cost-sharing protections for preventive benefits; and make an

unprecedented long-term financing commitment tot he program that would extend the life
of the Medicare trust fund until 2027.

The stakes are high. In the 34 years since it was created, Medicare has eased the
suffenng and extended the lives of tens of millions of older and disabled Americans. It has
given young families the peace of mind of knowing they will not have to mortgage their
homes or their children’s futures to pay for the health care of their parents and
grandparents. It has become so much a part of America it is aimost impossible to imagine
life without it. Yet, life without Medicare is what we actually could get’ unless we act soon‘
to strengthen this vital program.

With Americans living longer, the number of Medicare benéeficiaries is growing faster than
the number of workers paying into the system. By the year 2015, the Medicare trust fund
-will be insolvent — just as the baby boom generation begins to retire and enter the system
and eventually doubling the number of Americans who are over 65.

The Medicare plan unveiled by Presxdent» Clinton includes numerous steps to extend the
solvency of the Medicare Trust Fund — extending its solvency until 2027.

In addition to these steps, we also should also modernize Medicare benefits. Medical care
has advanced, while Medicare has not. We have a duty to see that Medlcare offers seniors
the best, and the wusest hea|th care available.

Nobody wouid devise a Medicare program today without a prescription drug benefit. The
plan proposed by President Clinton will offer an affordable prescription drug benefit to all
Medicare recipients, with additional help to those with lower incomes, paid for largely
through the cost savings outlined earlier. It will cover half of all prescription drug costs, up
to $5,000 per year, when fully phased in, with no deductible — all for a modest premium
that will be less than half the price of the average private Medigap pollcy it's very snmple -

U.S. House Democratic Policy Committee, july I, 1999 Page 6 of 7



if you choose to pay a modest premium, Mediéare will pay half of your drug prescription -
-costs, up to $5,000. This is a drug benefit our seniors can afford at a price America can
afford. No senior should have to.choose between buying food and buying medicine.

It's time to get to work in the months before the election season begins. We must protect
Medicare for our children and grandchildren.

U.S. House Democratic Policy Committee, July I, 1999 -~ . : . 7 . k .. Page7of7 |



PRESIDENT CLINTON AND VICE PRESIDENT GORE:
" STRENGTHENING MEDICARE FOR THE 21st CENTURY
June 29, 1999

“In a nation bursting with prosperity, no senior should have to choose between buying food and buying medicine...
My Medicare plan is credible, sensible, fiscally responszble It will secure the health of Medicare while rmprovmg
the health of our seniors. And we can achzeve it.’

: President Bill Clinton .
June 29, 1999

Today, at the Whme House President Chnton unveiled his plan to modermze and strengthen the Medicare program to prepare
it for the challenges it faces in the 21st Century. This historic initiative would make Medicare more competitive and
efficient; modemize and reform Medicare’s benefits; including the provision.of a long-overdue prescription drug benefit and
cost-sharing protections for preventive benefits; and make an unprecedented long-term financing commitment to the program
that would extend the life of the Medicare trust fund until 2027. The President called on Congress to work with hlm to reach
a bipartisan consensus on needed reforms this year.

'MAKING MEDICARE MORE COMPETITIVE AND EFFICIENT. Since taking office, President Clinton ‘has worked to pass
Medicare reforms that have saved hundreds of billions of dollars and helped to extend the life of the Medlcare trust fund from
1999 through 2015. Building on this success, his new plan:

*« gives Mcdlcare new pnvate sector purchasmg and quality improvement tools to 1mprove care and constram costs;

. injects true price competition among Medicare managed care plans, making it easier for beneficiaries to make informed
choices about thelr plan options and savmg money over time for both beneficiaries and the program

. reduces average annual Medicare spending growth, ensunng that program growth does not mgmﬁcantly increase aﬁcr
most of the Medicare provisions of the Balanced Budget Act expire in 2003; and _

¢ takes administrative and leglslatwe action to smooth out provisions in the Balanced Budget Act which may be affecting
Medicare beneficiaries’ access to quahty care.

MODERNIZING MEDICARE’S BENEFITS. The current Medicare benefits package does not include all the sérvices needed
to treat health problems facing the elderly and people with disabilities. To address this, the President’s plan:

. stab]ishes a new prescription drug benefit that is affordable and available to all Medicare beneﬁciarieS'

+ eliminates copayments and deductibles for all preventlve services covered by Medicare, mcludmg colorectal cancer
screening, bone mass measurements, pelvic exams, prostate cancer screening, and mammographxes

¢ rationalizes cost—sharing requiremcnts'to help pay for 'the prescription drpg and preventive benefits by édd'mg a20%
copayment for clinical laboratory services and indexing the Part B deductible for inflation; :

¢ reforms Medigai:) policies‘by working to add a new lower-cost option with low copayments and provide Medicare
beneficiaries easier access to and a better understanding of Medigap policies; and

¢ includes the Presrdent s Medicare Buy-In proposal which provides an affordable _coverage . optlon for vulnerable
Amencans between the ages of 55 and 65. «

STRENGTHENING MEDICARE’S FINANCING FOR THE 21ST CENTURY. The elderly populatlon will double from almost -
40 million today to 80 million over the next three decades, creating a need to strengthen Medicare financing. To accomplish
this, the President’s plan dedicates 15% of the budget surplus to extend the life of the Medlcare Trust Fund until at least ‘
2027,




PRESIDENT CLINTON HIGHLIGHTS MODERNIZED MEDICARE BENEFITS
A New Prescription Drug Benefit and Cost Sharing Protections for Preventive.

Services
June 30, 1999

Today, President Clinton met with seniors at the Chicago Cultural Center to discuss the
importance of modernizing the Medicare benefit package to include a long-overdue
prescription drug benefit and eliminate all cost sharing barriers for preventive care. As he
summarized his plan to strengthen and modernize the Medicare program, the President |
emphasized that affordable prescription drug and preventive services have become
essential elements of high-quality medicine. At this event, the President heard firsthand
about the difficult choices and financial burdens seniors face when they do not have
prescrxptlon drug coveragc : : ‘

MEDICARE'S BENEFITS NEED TO BE MODERNIZED Prescrlptlon drugs and
preventive care have become central to modern medicine.

. Ml]hons of beneficiaries have no prescription drug coverage and millions more
are at risk of losing coverage. Nearly 15 million Medicare beneficiaries have no
prescription drug coverage. And, millions more are at risk of losing coverage or have
inadequate, expensive coverage. "Lack of drug coverage is not just a problem for low-
income beneficiaries; about 40 percent of beneﬁmar]es without drug coverage have .

- incomes above 200 percent of the poverty level (about $16,000 for a single, $22,000
for a couple). Nearly one in three of non-elderly Medicare beneficiaries, almost half
of rural beneficiaries, and about 41 percent of beneficiaries older than the age of 85
do not have coverage for prescription drugs. :

e Current prescrrptlon drug coverage is unstable and declining. About 37 percent
of Medicare beneficiaries had private employer-based or Medigap insurance for drug
coverage in 1995. Both sources of coverage have been declining as the cost of
coverage rises. The number of firms offering retiree health i insurance coverage
dropped by 20 percent between 1993 and 1997, and Medigap premlums have been

: rxsmg at double-dlglt inflation. ,

"o Medicare managed care plans have limited coverage and are not accessible to
millions of the elderly. While Medicare managed care plans usually offer some drug
coverage, it is typically limited (e.g., $1,000 cap). In addition, 11 million
beneficiaries, who dxspropomonately reside in rural areas, have no access to managed

‘care plans o

° Opponents arguments agamst a prescription drug beneﬁt that is available to all
- beneficiaries resembles the opposition to the enactment of Medicare. Although 56
percent of the elderly had insurance before Medicare, this coverage was expensive,
inadequate, and unreliable — much hke drug coverage today. Medicare would not
have been created if this "coverage" was considered acceptable. .

o Preventive benefits are a necessary part of modern health care. According to
recent studies, Medicare preventive services are underutilized. For example, studies
indicated that only one in four women in their sixties are tested as recommended for
breast cancer. In the first two years that Medicare covered screening mammographies,
only 14 percent of eligible women without supplemental insurance received a
mammogram.



The President's plan to modermze Medicare's benefit package addresses these
critical i issues by :

- MODERNIZING MEDICARE‘S BENEFITS TO INCLUDE A NEW -
PRESCRIPTION DRUG BENEFIT. The President's plan includes a new, voluntary -
Medicare drug benefit. Called Medicare Part D, it would offer all beneﬁmanes for the
first time, access to affordable, high quality prescrlptlon drug coverage begmmng in
2002. Thls new benefit would pr0v1de

e Meaningful coverage that is available to all beneficiaries. Medlcare would cover
half of drug costs from the first prescription up to $5,000 in spending per year (§2,500
in plan payments). The spending limit would be phased in from 2002 to- 2008 and, in
subsequent years, adjusted for inflation. Beneficiaries would have access to discounts
negotiated by private managers. For the nearly 15 million beneficiaries who have -
absolutely no coverage, it would provide significant financial relief. For the several
million beneficiaries who rely on Medigap or Medicare managed care, this benefit
would ensure that their coverage will always be there, without excessive rate
increases or reductions in the generosity of the benefit.

¢ Affordable premiums. Beneficiaries would pay a separate premium for Medicare
Part D -- an estimated $24 per month in 2002, and $44 per month in 2008, when fully
implemented. Cost sharing protectlons for low-income beneficiaries wculd be '
expanded. :

e Low income protectmns Beneficiaries with incomes up to 135 percent of poverty -
($11,000 for singles, $15,000 for couples) would pay no premiums or cost sharing,
with the premium subsuiy phased out from 135 to 150 percent of poverty. The
Federal government would pay for all of the costs associated with beneficiaries with
incomes above poverty. , : . ‘ :

e Private management. Beneﬁmanes in managed care would be covered through their
plan. For the rest, Medicare would contract out with numerous private pharmacy:
benefit managers (PBMs) or similar entities to manage the benefit. This partnership
would provide beneficiaries with the same high quality benefits they expect from
Medicare while allowing for more flexibility and innovation in‘ program management
over time. No prlce controls would be used.

IMPROVING PREVENTIVE BENEFITS AND ELIMINATING COST SHARING.
This proposal, which costs $3 billion over 10 years, would take a number of steps to
make preventive services more affordable as well as to raise awareness of services. It
would: :

¢ Eliminate all existing preventive services cost sharmg Eliminate ex1stmg ‘
copayments and the deductible for every preventive service covered by Medicare, -
including hepatitis B, colorectal cancer screening, bone mass measurements, pelwc
exams, prostate cancer screening, diabetes self management beneﬁts ~and
 mammographies.

e Launcha smokmg cessation demonstration project. Initiate a three- -year -
demonstration project to provide cost-effective smokmg cessation services to
Medicare beneficiaries. : .

e Create a new health promotion education campaign. This new, nationwide health
promotion education campaign would be targeted to all Americans over the age of 50.



Today, President Clinton unveiled his plan to modernize and strengthen the Medicare program to
prepare it for the health, demographic, and financing challenges it faces in the 21st Century. This
historic initiative would: (1) make Medicare more competitive and efficient; (2) modernize and reform
Medicare’s benefits, including the provision of a long-overdue prescription drug benefit and cost
shanng protections for preventive benefits; and (3) make an unprecedented long-term financing
commitment to the program that would extend the life of the Medicare Trust Fund until 2027. The
President called on the Congress to work with him to reach a bipartisan conscnsus on needcd reforms

this year.

. MAKING MEDICARE MORE COMPETITIVE AND EFFICIENT. Since taking office,
" President Clinton has worked to pass and implement Medicare reforms that, coupled with the strong

economy and the Administration’s aggressive anti-fraud and abuse enforcement efforts, have savcd
hundreds of billions of dollars and helped to extend the life of the Medicare trust fund from 1999 .
through 2015. Bulldmg on this success, his plan:

. Gives traditional Medlcare new private sector purchasing and quality improvement tools. The
President's proposal would make the traditional fee-for-service program more competitive through-
the use of market-oriented purchasing and quality improvement tools to improve care and constrain -
costs. It would provide new or broader authority for competitive pricing, incentives for ‘
beneficiaries to use physicians who provide high quality care at reasonable costs, coordinating care
for beneficiaries with chronic illnesses, and other best—pracuce private sector purchasmg
mechanisms. Savmgs $25 bl]hon over ]0 years.

‘ . Extends competition to Medicare‘managed: cére plans by est;iblishing a “Competitive Defined

Benefit” while maintaining a viable traditional program. The Competitive Defined Benefit
(CDB) proposal would, for the first time, inject true price competition among managed care plans
in Medicare. Plans would be paid for covering Medicare’s defined benefits, including a new ‘
subsidized drug benefit, and would compete over cost and quality. Price competition would make it
easier for beneficiaries to make informed choices about their plan options and would, over time,
save money for both beneficiaries and the program. The CDB would do so by providing
beneficiaries with 75 cents of every dollar of savings that result from choosing lower cost plans.
Beneficiaries opting to stay in the traditional fee-for-service program would be able to do so
without an increase in premiums. Savings: $8 billion over 10 years, starting in 2003.

. Constfains out-year program growth, but more moderately than the BBA 1997. To ensure that
program growth does not significantly increase after most of the Medicare provisions of the BBA
expire in 2003, the proposal includes out-year policies that protect against a return to unsustainable
growth rates, but have been developed to be more modest than those included in the BBA of 1997.
This proposal would reduce average annual Medicare spending growth from 4.9 percent to 4.3
percent per beneficiary between 2002 and 2009. Savings: $39 billion over 10 years (mc]udmg
interactions and premlum offscts)



¢ Takes administrative and legislative action to smooth out the Balanced Budget Act (BBA) of
1997 provider payment reductions. The proposal includes a provider set-aside designed to
smooth out provisions in the BBA that may be affecting Medicare beneficiaries” access to quahty
services. The Administration will work with Congress, outside groups, and experts to identify real
access problems and the appropriate policy solutions. The plan also includes a number of |
administrative actions that are designed to moderate the impact of the BBA 1997 on some health
care provxdcrs ability to deliver qua,hty scrvmes to beneficiaries. Cost $7.5 billion over 10 years.

‘MODERNIZING MEDICARE’S BENEFITS. The current Medicare benefit package does not
include all the services needed to'treat health problems facing the elderly and peop]c with disabilities.
The President’s plan would take strong new steps to ensure that Medicare beneficiaries can access

- affordable prescription drug and preventive services that have become essential elements of high-.
quality medicine. It also would address excess utilization and waste associated with first-dollar
coverage of clinical lab services and reforms the current- Medigap market. Finally, it integrates the
President’s Medicare Buy-In proposal to provide an affordable coverage option for vulnerable
Amencans between the ages of 55 and 65. His plan :

o Establishes a new voluntary Medlcare “Part D” prescrlptlen drug benefit that is affordable and
available to all beneficiaries. The h:stonc outpatxent prescnpnon drug benefit would:

° Haveno deductlble and pay for half of the beneficiary’s drug costs from the first prescription filled
each year up to $5,000 in spendmg ($2 500 in Medmare payments) when fully phased-in by 2008.

° Ensure beneﬁcxanes a dlscount similar to that Offered by many employer sponsored plans (estimated to
_be, on average, over 10 percent) for each prescription purchased even after the $5,000 limit is
reached.

°  Cost about $24 per month beginning in 2002 (when the benefit starts ata $2,000 cap) and $44 per
month when fully phased-in by 2008. (This is one-half to one-third of the typical cost of private
‘Medigap prermums )

°. Ensure that beneficiaries with incomes be]ow 135 perccnt of poverty ($1 1 000/$17 000 smgle/couples)
would not pay premiums or cost sharing. Those with incomes bctween 135 and 150 percent of
poverty would receive premium assistance as wel] :

°  Provide financial incentives for employers to retain their retiree health coverage if they provide a -
prescription drug benefit to retirees that was at least equivalent to the new Medicare outpatient drug
benefit. This approach would save money for the program because the subsidy given would be
generous enough for employers to maintain ~coverage yet lower than the Mcdlcare subsidies for
traditional paru(npants '

Most Medicare beneficiaries will choose this new prescription drug option because of its
attractiveness and affordabilty. Because older and disabled Americans rely so heavily on
medications, about 31 million beneficiaries would benefit from this coverage each year. Cost: $118
bxlhon over 10 years, begmnmg in 2002. ‘



Eliminates all cost sharing for all preventive benefits in Medicare and institutes a major health
promotion education campaign. This proposal would cost $3 billion over 10 years and would: ‘

- Eliminate existing copayments and the deductible for every preventive service covered by Medicare,
including colorectal cancer screening, bone mass measurements, pelvic exams, prostate cancer
screemng, diabetes self management beneﬁts and rnammographles :

4
Initiate a three-year demonstration project to prov1de cost-effective smokmg cessation services to
Medicare beneficiaries. :

Launch a new, natxonwxde health promotlon education campal gn targeted to a]l Amencans over the age
of 50.

Rationalizes cost shaﬁng. To help pay for the new prescription drug and preventive benefits, the
President’s plan would save $11 billion over 10 years by ranonahzmg the current cost shanng
~ requirements for Medicare by: : ,

Adding a 20 percent copayment for clinical laboratory services. The modest lab copayment wouid‘help
prevent overuse, reduce fraud, and has been advocated by the Medicare Payment Adv1sory
‘ Comrmssmn ~ ,

Indexing the Part B deductible for inflation. The Part B deductible index would guard against the |
program assurming a growing amount of Part B costs because, over time, inflation decreases the
amount of the deductible in real terms. Compared to average annual Part B per capita costs, the
deductible has fallen from 43 percent in 1967 to about 3 percent in 1999, according to CBO.

Reforms Medigap. The President’s plan would reform private insurance policies that supplement
Medicare (Medigap) by: (1) working with the National Association of Insurance Commissioners to
‘add a new lower-cost option with low copayments and to revise existing plans to conform with the
President’s proposals to strengthen Medicare; (2) directing the Secretary of HHS to determine the
feasibility and advisability of reforms to improve supplemental cost sharing in Medicare, mcludmg
a Medigap-like plan offered by the traditional Medicare program and steps to make it easier for -
beneficiaries to compare the cost and quality of private Medigap options; (3) providing easier
access to Medigap if a beneficiary is in an HMO that withdraws from Medicare; and (4) expand the
initial six month open enrollment period in Medlgap to include mdwxduals with disabilities and end
stage renal dxsease (ESRD) o

Includes the President’s Medicare Buy-In proposal. The plan includes the President’s proposal to .
offer any American between the ages of 62-65 the choice to buy into the Medicare program for
approximately $300 per month if they agree to pay a small risk adjusted payment once they become
eligible for traditional Medicare at age 65. Displaced workers between 55-62 who had

involuntarily lost their jobs and insurance could buy in at a slightly higher premium (approxxmately ‘
$400). And retirees over age 55 who had been promised health care in their retirement years would
be provided access to “COBRA” continuation coverage if their old firm reneged on their |

commitment. The $1 .4 billion cost is offset in the Pre51dent s FY 2000 budget



STRENGTHENING MEDICARE’S FINANCING FOR THE 21°"T CENTURY. The Medicare
plan the President is proposing would strengthen the program and make it more competitive and -
efficient. However, no amount of policy-sound savings would be sufficient to address the fact that the
elderly population will double from almost 40 million today to 80 million over the next three decades.
Every respected expert in the nation recognizes that additional financing will be necessary to maintain
basic services and quality for any length of time. Because of this and his strong belief that the baby
boom generation should not pass along its inevitable Medicare financing crisis to its children, the
President has proposed that a significant portion of the-surplus be dedicated to strengthenmg the
program Specifically, his plan:

Extends the life of the Trust Fund until at least 2027. Dedrcatmg 15 percent of the surplus ($794
billion over 15 years) to Medicare not only assures the financial health of the Trust Fund through at
Jeast 2027, but it will also eliminate the need for future excessive cuts and radrcal restructurmg that

“would be inevitable in the absence of these resources

Responsibly finances the new prescription drug beneﬁt through savings and a modest amount

" from the surplus. The new drug benefit would cost about $118 billion over 10 years. It would be

fully financed by:

' Savmgs from competltron and efficiency. About 60 percent of the $118 billion Federal cost of the new

Medicare prescnptlon drug beneﬁt would be offset through these savings.

| Dedlcatmg a small fraction of the surplus About 40 percent or $45.5 btlhon, of the surplus allocated

to Medlcare would be used to help finance the beneﬁt To put this amount in context it is:

Less than one eighth of the amount of the surplus dedlcated for Medicare (2 perceni of the entrre
surplus); and ‘

Less than the reduction in the Medicare baseline spending betweenf January and June, 1999,

" Policy experts advising the Congress (MedPAC, CBO, and the Medicare Trustees) have
consistently underscored their belief that much of the recent decline in Medicare spending
~ beyond initial projections is due to our success in combating fraud and waste. Remvestmg the
savings that can be reasonably attributed to our anti-fraud and waste activities into a new
prescription drug benefit is completely consistent with the past actions of the Congress and the
Administration utrhzmg such savings for programmatlc 1mprovements



PRESIDENT’S PLAN TO STRENGTHEN AND MODERNIZE
| MEDICARE FOR THE 21“ CENTURY =

~* Goals for Reform:
. ° Make Medicare More Competitive and Efficient
°® Modernize Medicare’s Benefits

°  Strengthen Medicare’s Financing for the 21* Century

PRESIDENT’S PROPOSAL
(Dollars in Billions, Trustees’ Baseline)
00-04  00-09
ICOMPETITION & EFFICIENCY
Medicare Modernization -5 °  -25
Competition 0 -8
| Provider Savings -4 -39%
Provider Set-Aside =~ +4 +7.5
Total - - S5 645
- IMODERNIZING BENEFITS
Prescription Drug Benefit +29 = +118
Cost Sharing Changes =~ -2 -8
Total 427 4110
 [IDEDICATING FINANCING

Contribution to Solvency 228 . -328.5%*
Surplus for Drug Benefit = -22  -45.5

Surplus Allocation 50 -374.
* Includes $5.7 billion in interactions/premium offset
** Does not-count toward package

¢ Reduces Medicare spending by $72 billion over 10 years. About half of these savings come from
~ innovative propesals to adopt successful private sector tools and competition. As a result of these
policies, Medicare growth per beneficiary from 2003 to 2009 would slow from 4.9 percent to 4. 3

~ percent.




..
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Adds an optional prescription drug benefit. This benefit would cost $118 billion over 10 years.

vThlS cost is only about 5 percent of total Medicare spendmg in 2009

Over 60 percent of the costs are offset by the proposal’s savings.

- The remaining $45.5 billion would come ffom the Medicare allocation of the surplus. This amount is ,

one-eighth of the $374 billion over 10 years dedicated to Medicare, and less than 2 percent of the
overall surplus. :

Extends the life of the Medicare trust fund for a quarter of a century, to at least 2027. The
President’s plan would dedicate 15 percent of the surplus to strengthen'Medicare. This amount,
when combined with the offset for the drug benefit and Part A savings, would extend the life of the
Medicare Trust Fund for a quarter century, through at least 2027. ThlS is the best prognosxs for
Medicare since the program was created. .



' NEWS FROM THE HOUSE DEMOCRATIC LEADER

For Immediate Release: ' House Democratic Leader Richard A. Gephardt.
June 29,1999 v V , ‘ H-204, U.S. Capitol

Gephardt Staiement on President Clinton’s Plan to Modernize and Strengthen Medicar

“] applaud the President’ s proposal t’o'modernizé and extend the life of Medicare into the
next century. These changes will help all seniors get the affordable and quahty health care they
deserve ' ,

‘ “President Clinton’s initiative takes the necessary steps to increase the efficiency and

stability of a program that millions of seniors depend on for their physical and financial well-
being. The sensible measures included in this plan will preserve the guaranteed benefits that so -
many renrees depcnd on while makmg important changes for 51gmﬁcant cost savmgs ‘

“The Presxdem s fiscally responsxble prescnptlon drug proposal will be the single greatest
improvement to the Medicare program since its inception. Currently, seniors are being forced to-
choose between expensive medications and other necessities of life; this program will help ease
the financial burden of illness and increase their ﬁnanmal secunty

“I hope the Repubhcan leadershlp will reject the views of naysayers like Tom DeLay and
work with Democrats and the President to improve Medicare for all seniors -- both today and
well into the next century ? ,

Contact: Laura Nichols/Sue Harvey ~ (202) 225-0100
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 FORIMMEDIATERELEASE ~ CONTACT: Dan Maffei
Tuesday, June 29,1999‘, I - ’ 202/225—4021

FROM REPRESENTAT!VE CHARLES B. RANGEL .
Rankt_ng Democrat, Co_mmlttee on Ways A_anAde;ea‘ns

RANGEL APPLAUDS PRESIDENT CLINTON’
'~ LEADERSHIP ON MEDICARE
, Praises Pres:dent’s inclusion of strong drug benefit
,and inclusion of Rangel-Sponsored safety- net” hosplrals prows:on ‘

The Presxdent has selzed a great opportunny pro\uded by the budget
surpluses, to not only strengthen Medscare s finances, but also xmprove 1ts |

~ services.

~ The President's proposal contains the greatest improvement in the
mstory of Medicare — a prescription drug benefit. By starting modestly, but
then expanding the benefit as Medicare becomes financially stronger the

-~ Administration has addressed a pressing need of our seniors in a fiscally
responsubie way. ~ : :

‘tam pamculany pleased that the President also included a blpamsan |
provision that | introduced earlier this year to give equitable treatment to the
hospitals which serve a dxspropornonately large share of the natlon S |
uninsured and low-mcome - , | ,

By mcludmg this provision, the President recégmzed that we céhynot |
-afford to have our nation’s safety-net hospitals falling into barkruptcy

themselves. Providing a DISpl’OpOT’CIQna'(e Share Hospital (DSH) payment wm
put’ these hosp:tals on an even playmg fi eld with other hosp:tals o

- MORE -

JUL e1 1999 11:16 | | 2022259253 PAGE.1S



| also like the President’s approach because it avoids the terrible
dangers of the Premium Support proposal, Wthh uses higher premlums on
semcrs to force them into HMOs. .

It does all of these thnngs while dramatically extendmg the solvency of
the Medicare Trust Fund. It will now be solvem to about, 2030 much longer
~than it has ever been solvent before. | (

| | applaud the President for his leadership. | believe both Democrats and
Republicans in Congress can work together to pass this proposal this year.
After all, there is nothing that we as a Congress can do that is more nmportant;
than-assisting our seniors in hvmg secure and hea Ithy lives. -

# # # ‘ 
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STATEMENT OF CONGRESSMAN PE;I‘E STARK

Congratulauons 10 the President for an excellent Med1care
proposal. ‘ .

I hope both paiu'es can work together to pass this proposal this |
year.. S -

The President’s plan avoids the terrible dangers of the Premium
: Support proposal, which uses higher premmms 10 force semors
into skunpy, barebones HMOs

The President’s plan nearly doubles the solvency of the Medicare
Trust Fund. It will now be solvent to 2027-the longest penod n
the Fund’s hlstory . ‘

The plan addresses Medicare’s blggest fa.ﬂure lack of prescnpuon
drug insurance. It prowdes a drug benefit to all seniors and helps
all seniors get a lower price on prescriptions.

The proposal modernizes traditional Medicare, allowing it to
negotiate better prices for the beneficiary and the taxpayer. Itis
way past time that Medicare started using its buying power to’
purchase the highest quality services at wholesale prices.

Of course, there is more ta be done. 1would like to see more
adequate catastrophic drug protection. I would like to see a
higher level of protection for low-income seniors and the disabled.
I also support a cap on beneficiaries’ out-of-pocket hablhty
These are amendments that can be offered and debated in the
legislative process.

Overall, itis a good plan. Itisa foundation on whlch the pames

can build together. Passing this type of plan will be a legacy not
only for the President but for this Congress

JUL @1 1999 11:17 o | 2022259253 PAGE. 17



- For further inquiry, contact AARP Communications |
601 E Street, NW ~ Washinglon, DC 20049
(202) 434-2560 - Fax: (202) 434-2588 « www.aarp.org

FOR IMMEDIATE RELEASE I - CONTACT:

June 29, 1999 o Steve Hahn
s LA : (202) 434-2592

AARP EXECUTIVE DIRECTOR HORACE B. DEETS
L A "ONTHE
PRESH)ENT’S MEDICARE REFORM AND PRESCRIPTION DRUG PLAN

AARP is plcascd that the Presxdent bas proposed 8 prcscnpbon drug bcncﬁt for all
Medicare beneficiaries as part of his Medicare reform plan. A prescription drug bepefit ,
for all older Americans is good medicine. Today, older Americans depend more on
prescription drugs, pay more for their medications, and have less insurance to cover the
cost of their drugs than any other age group m our society.

The President’s proposal rccogmzcs‘ the importance of spreading the cost of prescription
drug coverage across all Medicare beneficiaries. It also acknowledges what millions of
~ American families know: that even many middle class older Americans find that thezr
prescription drug costs can be unaffordablc

Since Medicare was cstabhshcd over 30 years ago, new and cffective prescription drugs -
have been created and are now central to the delivery of quality health care. As a result,
ost health insurance plans for workers cover prescription drugs. Medicare, bowever,” .
“does not. The President has put a pragmatic proposal on the table — a proposal that tries -
to balance the need to provide meaningful coverage for Medicare beneficiaries with the
requirement for fiscal constraint on Medicare’s spending. It requires that Medicare
beneficiaries still pay a considerable amount of the cost of their drugs, and only a
~ vigorous public debate will tell us whether older Americans believe that the additional
premium for prescription drugs is affordable. .

We are also plcascd that the President has put forwai'd his ideas on broader Medicare e
reform. Swengthening the underlying Medicare program and makmg it more cempcuuve
and efficient will be essential mgredlen!s of any reform plan.

‘ —:pore—



AARP Statement/Page 2

The President’s proposal along with those bcing offered in the Congrcss wﬂl hclp‘
promote a broad national debate about the future of Medicare. AARP looks forward to

. working with the Administration and Congress on a bipartisan basis to develop a solution

that will strengthen Medicare for today’s and tomorrow’s beneficiaries. Financing
prescription drug coverage and reforming Medicare to meet the needs of the coming -
“baby boomers” are two sides of the same coin. Older Americans need prescription drug

- coverage today, and younger Americans will want and expect that coverage as they grow

older. Moreover, today’s Medicare beneficiaries are paying top dollar for their

‘medications, compared with the industry’s preferred buyers who can negotiate better

prices. It only makes sense that Medicare, like private business purchasers, should be
able to obtain lower pricas on ‘prcscziption drugs for Medicare beneficiaries.

Wc are fortunate to be in erain which we have a budget surplus. This provides the
oppomlmty, indeed the responsibility, to engage in a vigorous debate about our nation’s
economic priorities. Quality health care coverage for Americans of all ages, and
prescription drug coverage for all older Americans should rank high in that debate.

AAREP urges all stakeholders — government, industry, and consumers ~ to engage in a
serious debate on the merits of the full range of approaches to Medicare reform and
prescription drug coverage. Before Medicare legislation can be enacted, older Americans
and their families must undesstand the proposals that are under consideration and be able
to assess their impact on them mdwxdually

BREH



