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Prescription Drug Task Force· 

November 1 7, 1998 

Senator John Breaux Congressman Bill Thomas 
Statutory Chairman Administrative Chairman 
Bipartisan Commission on the Future of Medicare Bipartisan Commission on the Future of Medicare 
Adams Building, Library of Congress Adams Building, Library of Congress 
101 Independence Ave., S.E. 101 Independence Ave. S.E. 
Washington, D.C. 20540-1998 Washington, D.C. 20540-1998 

Dear Chairmen Breaux and Thomas: 

As members ofthe House Prescription Drug Task Force, we are writing to you to express our 
strong support for the consideration of the inclusion of prescription drug coverage in the Medicare 
program. 

As the National Bipartisan Commission on the Future of Medicare continues the important task of 
considering ways to preserve the Medicare program, we hope that the Commission will not only consider 
the solvency of the program but will also consider the coverage our national health insurance program 
should provide for our senior citizens~ . 

We believe that prescription drug coverage is of utmost importance to America's seniors. The 
rising costs of prescription drugs is particularly difficult for seniors, who use one-third ofall prescriptions. 
Although prescription drugs are frequently used to treat common acute and chronic diseases, many 
Americans, especially the elderly and other vulnerable populations, are unable to afford necessary 
medications because ofexcessive and persistent prescription drug price inflation. Because Medicare does· 
not cover outpatient drugs and Medicaid is only available in extreme circumstances, many seniors do not 
have prescription drug coverage and must incur these expenditures out-of-pocket. Few seniors can· afford 
the limited protection offered by some Medigap plans. Furthermore, we are learning that Medicare 
managed care plans may not be providing the answers that we may have hoped for. 

Not only do seniors require more meaications than the rest of the population, they are forced to . 
pay more for medications. Several members of Congress recently asked the Government Reform and 
Oversight Committee to investigate whether pharmaceutical companies are taking advantage ofolder 
Americans through price discrimination, and if so, whether this is part of the explanation for the high drug 
prices being paid by older Americans. This study compared the prices paid by pharmaceutical companies' 
most favored customers to the prices paid by seniors without any prescription drug coverage for the ten 
brand name drugs most commonly used by seniors. 

The study showed that older Americans and others who pay for their own drugs are charged far 
more for their prescription drugs than are the drug companies' most favored customers, such as large 
insurance companies and health maintenance organizations. For example, a senior pays for prescription 
drugs, on average, almost twice as much as the drug companies' favored customers. This price differential 
is approximately four times greater than the average price differential for other consumer goods. 
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Other drugs commonly used by seniors that are not among the top ten have even higher price 
differentials. For example, an equivalent dose of Synthroirl, a commonly used hormone treatment, would 
cost the favored customers only $1. 78 but would cost the average senior almost $30.00. This is a price 

. differential of over 1,600%. 

Prescription drug coverage is necessary to health improvement and health maintenance. We 
understand that cost is an important consideration as you deliberate this issue. We believe that there are 
fiscally responsible approaches to ensuring that Medicare beneficiaries get the prescription drugs they 
need. Furthermore, we believe that the inclusion of a Medicare prescription drug benefit wiII ultimately 
save money in other acute care costs. . . 

We are enclosing a copy of the Government Reform and Oversight Minority StaffReport: 
Prescription Drug Pricing in the United States: Drug Companies Profit at the Expense olGlder 

Americans for your review. 


Thank you in advance for your consideration of these matters. 

Sincerely, 
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Marion Beny .. , 
Member of Congress 

HenryW man 
Member of Congress 
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Member of Cong ess Member ofCongress 
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William Delahunt 
Member of Congress 
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Neil Abercrombie 

Member of Congress 
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Member of Congress 
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Options to' Fit Prescription Drug Coverage within the FY2000 Budget 
December 21, 1998 

COIIU ofPrescription Drug Options 

J.if.~~~~:i:Jf1~{~~;::I);t1;;':;~~~:.i~·i(:~ ~ ~:,': ~'~~D:{:~~ ,::'::)..~:··...:;2TIf;;:>~: ~~¢~~·'1:·\t~l~~~~':; :::~~;!:';~ '.~! 
ComprehenSive Coverage under Medicare Part B $18 billion/year! 

Ca.tastrophicCoverage under Medicare Part B 
$1000 deductible, 20% cost..-s'haring, and $4000 limit 

on out-oJ..pocket spending 

$10 billion/yearl 

Basic Coverage under Medicare Part B 
$12001year with 20% cost-shtP'ing 

$ 8 billion/year 

Options to Reduce or Finance Medicare Pre~cription Drug Costs 

1. 	 Year 2000 and subsequent year costs can be reduced by phasing in the program in a way 
that allows the use oftobacco tax financlug to support the Medicare drug benefit without 
as great a negative impact on the rest of the budget. By starti.ng the new program after 
the beginning ofFY2000, costs in that year can be reduced to any desired level, 
depending on the date in which the benefit becomes available. In addition, the actual 
value of the benefit can be pha$ed in over a more extended period of time, e.g., start with 
a$500 basic benefit in 2001 that does not phase up to a. $1,200 per year benefit until 
2003. 

2. 	 The federal budget imPflCt of the program can be reduced by raising the beneficiary 
premium share. Currently, beneficiaries pay 25% ofthe co$tS ofPart B benefits. For this 
new benefit, beneficiaries could be asked to pay 50% of the cost This change would 
reduce the cost ofpartial coverage to, $5-$6 billion per year. Making a comparable 
adjustment to the catastrophic benefit premium and increasing the deductible could 
reduce this cost to the $5-$6 billion range as well. 

3. 	 Another approach to reducing the federal cost would be to provide less generous 
Medicare coverage, but supplement it with a federal-state program to assist low-income 
seniors or those with exceptionally high drug costs. States choosing to partiCipate could 

, 1Based on preliminary eBO estimates, adjusted to reflect discoWlts achieved by bulk 
purchases. 

2Based on preliminary CBO estimates, adjusted to reflect discounts achieved by bulle 
purchases and providing 20% cost-sharing. 
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be asked to finance 50% of the costs. (Fourteen states already have such programs in 
place funded exclusively by state funds.) 

4. 	 A further alternative would be to use corporate welfare refonns to fill the budget shortfall 
created by dedicating all or most of the tpbacco tax revenue to Medicare drug coverage. 
The tobacco tax is unlikely to be enacted without a popular use ofthe revenue, such as 
Medicare drug coverage~ to pull it along. An approach that filled the hole with defensible . 
corporate welfare refonns would free up the tobacco tax for Medicare, even if these 
proposals might not be likely to b~ enacted. 

, . 

( 
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WILUAM A.I<, TITELMAN 
Elcecutive Vice Preslden[ 

.. / Man.." Ca", & ,."~;, A..., ..:3 

• MAIUNG ADDRESS 
P.O. Box 3165 ' 


, Harrisburg, PA 17105 


• GENERAL OFFICE 
30 Hunter Lane 
Camp Hill, PA 17011 

• (711) 975-3740 
• (711) 975~3760 Fax 
• wtltelman@rlteald.com 

MEMORANDUM 


To: John Podesta 

From: Bill Titelman " 

Re: "Medicare Coverage of Prescription Drugs: Rite Aid/PCS Health Systems 
"R~commendations 

bate: Jyne 11, 1999', 

As you may know. Rite Aid Corporation is one of the nation's leading community 
pharmacies and ,we, recently aaquired pes Health Systems, the nation's 'Iargest 
pharmaceutical oenefit manager (PBM). Senior executives from Rite Aid and PCS will be 
meeting at 11 :OO'AMon Tuesday, June 15th with Chris Jennings to discuss their 
recommendationsw.ith re~pect to thecoyerage of prescription drugs by Medicare. At the 
meeting will be Tim N66'nan, Rite Aid's';:President and COO; Elizabeth Dichter,.P.CS's'.:; .. 

, Executive Vice PresidElot, Strategic Marketing; and me, Rita Aid's Executive Vice President 
for Managed Carean~ J~ublic Affairs. .' Given, this" group's experience and expertise 
concerning the design"ofprescription drug benefit packages, we thought it would be 
valuable for you to review our recommendations (wh1c:h I have enclosed) prior to finalizing 
the President's package. ' ' " 

WAKT:gr 

Enclosure 

PHOTOCOPY .. 
IPRESERVATlON 

mailto:wtltelman@rlteald.com
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MEDICARE DRUG BENEFIT PLAN DESIGN SUGGESTIONS 


In order to provide a meaningful and effective drug benefit for the elderly, it is 
critical that the plan (a) works for seniors, Le. is simple, convenient, and does 
not impose barriers on access, but instead encourages seniors to seek out, use 
and remain compliant with appropriate drug therapy; and (b) allows the 
flexibility necessary to manage utilization and costs while preserving and 
enhancing the quality of care. The following suggestions are offered with these 
goals in mind: 

• 	 Private sector delivery mechanism should be utilized. Private entities, 
such as pharmacy benefit management and other companies with similar 
capabilities. which have the expertise, operational capacity and 
sophistication and, most important, experience in managing pharmacy 
benefits on a large scale, should be utilized to provide the benefit. These 
entities already have in place the mechanisms necessary to deliver of a cost 
effective drug benefit, and have proven themselves able to manage 
utilization through innovative programs which do not sacrifice clinical 
quality or consumer choice. Successful mechanisms include online claims 
adjudication. formulary management, pharmacy·. network contracting, 
rebate negotiation, generic substitution and therapeutic interchange, 
physician drug utilization review, utilization management (including drug 
limits, prior authorization, step therapy) and disease management. 

• 	 Standard basic benefit package with ability to offer variatioDs. To 
ensure adequacy of the benefit and a basic level of uniformity. there should 
be a standard core benefit package. This core package should cover au 
FDA-approved drugs determined to meet essential clinical needs, but should 
not mandate coverage of every FDA-approved drug. Discretionary or lifestyle 
drugs excluded from the basic benefit package could be covered in 
supplemental benefit packages and options, which should be peImitted to 
be offered so as to increase consumer choice and encourage competition. 

• 	 Use Flexible Methods to Control Costs Without Discouraging· 
Appropriate Ut.i.lization. There are several ways in which this can be 
achieved: 

• 	 Sepuate plan design for low-income .beneficiaries. While 
every senior paying into the Medicare system should be eligible 
for a drug benefit, the benefit's costs should be lower for low­
income beneficiaries. This is critical to ensure that those most 

. in need have affordable access to the benefit. In addition to 
lower premiums, low-income beneficiaries could pay a rriinimal 
deductible with a lower; or_even zero, copayment. This sy~tem 
would promote accessibility and better manage program costs. 
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• Mi:a.im.ize deductible aud utilize fixed copayments rather 
than percentage coinsurance. The willingness and ability of 
the elderly to access and utilize the drug benefit will depend 
upon its affordability and simplicity. A high deductible (which 
requires that the initial drug costs up to a fixed dollar limit be 
borne by the consumer) and percentage coinsurance (where a 

,flxed percentage of the cost of every prescription is borne by the 
consumer] act as barriers to appropriate drug' use'. Fixed 
copayments (where a set dollar of the cost of the prescription is 
paid by the consumer), indexed as necessary to drug cost 
increases, are preferred by the elderly because they are 

. predictable, Simpler to budget for. and easier to remember. 
Copayments could also vary based on a clinical classification of 
different prescriptions, with those meeting core clinical needs 
requiring the lowest, or even a zero, copayment, In addition, as 
mentioned above, the plan for low-income beneficiaries could be 
designed with ne;» deductible or copayment required for the core 
benefit package. 

• 	 Beneficiary drug purchases for covered clrugs up to aiay 
deductible or' beyond any dollar cap should be at contract 
price. If a deductible Of dollar cap is, imposed, beneficiaries 
should be entitled to the same contract price as the government 
for covered drugs they are required to purchase to meet the 
deductible or that exceed the cap. This will ensure that there is 
no cost shifting to the elderly to the extent they bear their own 
basic drug costs. 

• 	 Use flexible drug utiU.zation mallagement tecblliques 
instead of arbitrary dollar benefit caps. Dollar caps, which 
limit the total annual reimbursement per patient, impose 
arbitrary and inflexible ceilings on drug use. Historically, caps 
have distorted utilization pattems and/or increased 
noncompliance (e.g. pill-splitting, skipping year-end refills). 
Today there exist many more sophisticated. flexible and 
clinically-based formulary and drug ,utilization management 
tools that contain drug costs without ~acrificirig the quality of 
care afforded to the. elderly. such as: 

• 	 a' clinical-needs based formulaJY that 
excludes certain discretionary or 
lifestyle drugs; 

•. three-tiered copayments (generic, 
preferred, non-preferred); 

-2­
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• 	 mandatory generic substitution and 
voluntary therapeutic interchange; 

• 	 prior authorization, managed' drug 
limits and step-therapy; 

• 	 drug utilization review; 

• 	 disease management; 

• 	 case management for high-cost 
beneficiaries. 

• 	 Require pharmacy networks to meet miD.imum accessibility stand.ards, 
and peI'mit the development of penormance-based net:lvorks. At a 
minimum, a national pharmacy network which meets Medicaid accessibility 
standards should be required. Subject to these standards, plans should 
have the flexibility to develop performance-based networks, i.e. networks of 
pharmacies which undertake, and are proven. to meet higher service and 
cost containment standards such as higher generic dispensing rates. 

• 	 AUow beneficiaries equal choice of their local eom:muAity pharmacist 
or maD ordel'. Plans offering incentives to use mail should be required to 
offer a retail maintenance option to beneficiaries. This option would 'allow 
the elderly to obtain drugs at their community pharmacies on the same 
terms and in the same quantities as they would obtain these drugs through 
the mail. This would allow the elderly, who more than any other group, 
need, seek out and benefit' from the personal contact and counseling 
available from community pharmacists. the flexibility to choose the delivery 
channel most convenient and appropriate for them. Internet pharmacies 
should also be permitted as an additional delivery channel option for the 
elderly. 

• 	 Employers must receive incentives to maintain rl.!tiree dmg benefits. 
Currently, a significant portion of the elderly population receives good, often 
generous, drug coverage through employers. However, increasing drug costs 
are causing many employers to reduce or, eliminate these benefits. 
Employers should be encouraged, through economic incentives such as tax 
credits or other tax: preferences, to continue to offer these benefits. 
Preserving existing employer plans in this way will reduce the government 
outlay for a Medicare drug benefit without imposing an economic penalty on 
those employers who have chosen to provide this benefit to their retirees. 

• 	 Preemption from conOieting state laws. In order to provide the benefit in 
a consistent and efficient manner, it is essential that the program be 
allowed to operate free from the myriad of often conflicting and inconsistent 

-3­
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state laws regulating every aspect of pharmacy practice and benefit 
management, from, provider networks to' formularies to the details of plan 
design. 

• 	 Mandatory beneficiary edUcation and information. ,Educating and 
advising beneficiaries about their drug benefit, and about drug use and 
compliance in general, is an integral part of any benefit. and is especially 
critical for the elderly~ Some elements of an appropriate education program 
might include: 

• 	 information to help beneficiaries evaluate their' drug benefit 
choices; 

• 	 an explanation of how to use the drug benefit, from what to ask 
the doctor, going to the phannacy, differences between brands 
and generics; 

• 	 compliance and drug usage infonnation, .such as directions 'for 
use, dosage and administration, drug interactions and 
precautions, and disposal of old medications. 

• 	 A mechanism. to evaluate the impact of the program on the healthcare 
system.. The program should establish funding to research the impact of 
improved drug usage and compliance on the healthcare system, including 
any reductions in medical costs and improvements in the quality of life of 
beneficiaries. 

-4-' 
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I DRUG PRICES FOR SENIORS 

I 

I INTRODUCTION 

I Er older Americans, the affordabilityof prescriptio~ dr~gShaS ", 

long been a pressing concern: Outpatient prescriptionCtrug coverage is

I one otthe last major benefits still excluded from Medicar~; and'the 
" ' " .' 

elderly are the last major insured consumer group without access to

I prescription drugs as a standard benefit. Although many Medicare 

beneficiaries have access to supplemental prescription drug coverage, 

I too often that coverage is very expensive and very limited in scope. 

What is more, such coverage is on thedecliIie. 

I As a result, older Americans-who are by far the greatest 

consumers of prescription drugs-pay a much larger share ofdrug

I costs out of their own pockets than do thos'e who are under 65;'The 

elderly are also least likely to receive the benefit of price discounts for 

I prescription drugs-discounts that are provided to Dulk purchasers of 

drugs, including health plans covering younger populations. This 

I , means the prices of prescription drugs have a greater impatt on older 

Americans than on younger persons. 

I In 1999, Families USA found that the prices of the 50 prescripti!Jn drugs most 
. ,'",'. '.... 

commonly used by older Americans rose much faster than the ,rate: of ,inflatio~ for 

I each of the previous five years. 1 To determine if,this trend of stea~i1y increasing
. . " . 

prices for prescription drugs has improved, remained the same, or wor~ened from 
• .' • < : • • • .~ • :.,. • .' : • .' '. 

I 1999 to 2000, Families USA gathered updated information on the prices of the 

prescription drugs most commonly used by older A~ericans. ," 

Our analysis shows that, in each of th~ past six yeal~, th~ prices of the 50

I prescription drugs most used by older Arilericans nave Increas'ed 'considerably 

faster than inflation. While senior citizens generally live on fixed incbmes,that are 

I adjusted to keep up with the rate of inflation, the cost of the prescription drugs 

they purchase most frequently has risen at approxiJllat~ly two time,s the rat,e of, ' 

I inflationovef'the past six years and nearly two times the rate 'Of inflation in the' 
, •. "',' ~,';: .• , , •. ' • ) , ,.; ,. '. . ! .• 

last year. ';" 

I 

I 1' 



FINDINGS 


mt 	 The prices of the 50 prescription drllgs2 most frequently llsed by the elderly 

rose by nearly two times the rate of intlation during calendar year 1999.* On 

average, the prices of these top 50 drugs increased by 3.9 percent from 

january 1999 to january 2000, though the general rate of inflation in that 

period was 2.2 percent. (See Table 1.) 

f.i!.1 	 From january 1999 to january 2000, of the 50 drugs most commonly L1sed by 

the elderly: 

III Fewer than one-quarter of these drugs (12 out of 50) rose less than the 

rate of inflation. For nine of these drugs, there was no increase in price. 

III Two-thirds of these drugs (33 out of 50) rose 1.5 or more times the rate of 

inflation. 
, . 


II 
 Half of these drugs (25 out of 50) rose two or more times the rate of 

inflation. 

II Nearly one-third of these drugs (15 out of 50) rose at more than three 

times the rate of inflation. 

II One-fifth of these drugs (11 out of 50) rose at more than four times the 

rate of inflation: 

III 	 Among the 50 drugs most frequently used by seniors, the following drugs 


rose most significantly in price from january 1999 to january 2000: 


If furosemide (a diuretic manufactured by Watson that is used to treat 

conditions Stich as hypertension and congestive heart failure), which rose 

by 50.0 percent (approximately 23 times the rate of inflation); 

II Klor-Con 10 (manufactured by Usher-Smith and used as a potassium 

replacement) rose 43.8 percent (approximately 20 times the rate of 

inflation); 

• The data on average drug price increases used in this report weight drug price increases by sales. This me,1I1S 
. thllt the average drug price incr!eases reported take into account tbe market share of eacb of tbe 50 top-selling 

drugs. This is the methodology often lIsed by industry sources. 

2 
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DRUG PRICES FORSENIORS 

I 
I • metoprolol (manufactured by Mylan and used as a beta blocker) rose 15.8 

percent (more than 7 seven times the rate of inflation); 

I • APAP/p'ropoxyp~ene (manufactured by Mylan and used as a pain reliever) 

,rose) SA percent (7 times the rate of inflation); and 

I 	 • Premarin (manufactured by Wyeth-Ayerst and used for estrogen 

.' replacement) ~ose ,.1 ';?.1 	 percent (5.5 times the rate of inflation). ,. 

I • 	 Over the six years fro'm january 1994 to january 2000, the prices of th~ 
prescription drugs most frequently used by older Am'ericans rose, on average. 

I 30.5 percent. This increase was twice the rate of infl'ation, which was 15.4 

percent over that period. (See Table 2.) 

I 	 ., Ofthe 50 drugs most frequently used by older Americans, 39 have been on 

, the market for the six-year period from january 1994 to January 2000. 

I 	 .' The prices of 37 'of those 39 drugs increased faster than the rate of 

inflation over the six-year period. 

I • More than three-quarters of those drugs (30 out of 39) rose at least 1.5 


times as fast as the rate of inflation over the six-year period. 


I '" 'Half 'of those 'drugs' (226ut of 39) rose at least two times the rate of 


'iri'flation"oved:he six-year period. 


I • More than one-fourth of those drugs (11 out of 39) rose at least three 


times'the rate of in'flation over the -six-year period. 


I • The prices of 6 of the 39 drugs, increased at least five times faster than the 


"j' 
 ,', f~fe' of inflation over the' six-year' period. 

I • Of the 39 drugs that were used most frequently by seniors and that were on 

the market from january 1994 to January 2000, the drugs that rose most

I significantly in price were: 

• lorazepam (manufactured by Mylan and used to treat conditions such as 

I anxiety, convulsions, and Parkinson's disease). which rose by 409 percent 

(almost 27 times the rate of inflation); 

I 

I 

I 	 3 



II furosemide. which rose by 210 percent (almost 14 times the rate of 

inflation); 

II Klor-Con 10 (manufactured by Upsher-Smith and used as a potassium 

,,' replacement), which rose, by 164 percent (almost 11 times the rate of 

inflation); 

III Imdur (manufactured by Schering and used to treat angina). which rose by 
". ':. 

122 percent (eight times the rate of inflation); and 

III Lanoxin (manufactured by Glaxo Wellcome and used to treat congestive 

heart failure). which rose by 90 percent (almost six times the rate of 
. ,', 

inflation). 

11/ 	 Of the 39 drugs that were used most frequently by seniors and that were on 

the market for the period from January 1994 to January 2000. 31 increased in 

price on at least six occasions during those six years. During those years, the 

following drugs increased in price at least nine times: 

11 Imdur, which increased 11 times; 

III Premarin, which increased 10 times; . 

II Atrovent (manufactured by Boehringer Ingelheim and used as a respiratory 

agent in the treatment of asthma, bronchitis, and emphysema), which 

increased 10 times; 

D Synthroid (manufactured by Knoll and used as a synthetic thyroid agent). 

which increased 9 times; and 

II K-Dur 20 (manufactured by Schering and used as a potassium replacement), 

which increased 9 times. 

4 
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DRUG PRICES FOR SENIORS 

Table 1 

I Annual Percent Change in Price of the Top 50 Drugs (by Number of Claims) Used by the Elderly" 

Rank 8rand Nome Strength Do,., 94·95 95·96 96·97 97·98 98·99 99-00 94·95 95·96 96·97 97·98 98·99 99-00 

by /I 01 Drug Form % Price % Price % Price % Price % Price % Price Multiple Multiple Mulliple Multiple Multiple Multiple 

I Claim. Change Change Change Change Change Change % 01 CPI % 01 CPI % 01 CPI % 01 CPI % 01 CPI % of CPI 

lonoxin 0.13 mg lob 4.1% 4.9% 18.8% 25.4% 15.4% 1.0% 1.6 1.7 6.4 ILl . 9.9 0.5 
2 Prilosec 20 mg ·2.i% 0.0% 0.0% 3.8% 2.7% 3.0% 10.8) 0.0 0.0 1.7 1.7 1.4 

I 
I 

2.0 1.8 
1.0% 1.6 1.7 11.1' 9.9 0.5 
..()%,:,?,o:,- ',1'.0.,5 • ·;~.4,:':<·.4.;2~· .t,:2.·2) . 
'-,!···1f!·f ~·:'fc...J·'· ·';r.:;'·"·'~"l·""t.·i!l!\· . :II: "I", (I;'f . :'1.. ". 

I 
9:4%:1".' :J''?':·:··k2i'I:..;'\J~2}6.~:.t-9;' ~··o;3fl '!,t'.2;: 
3.8% 1.3 1.5 1.1 1.7 2.0 1 .7 

2.6% 3.1 % 1.6 1.2 1:0 '1.2 1.7 1.4 

I 
14 Synlhroid lob 4.7% 6.1% 3.8% 9.3% 9.8% 9.4% 1.8 2.2 1.3 4.1 6.3 4.3 
15:~f6it "';"'. ·1f"....~"~;50 mg\ :·5%;~:.l;o%·'.'2~1:%'\ "'2!6 

.' ,',:1>' '~.:J ~~«"~" 'f~ ':""j'~1" \: "'-:-'~"'\-''";; " ~·~rk1:'t-~f'!<'t:i-h". ~~·2;:'~~"v.,,'~r; 

I 
16 "'Vosolec ;':" ;~.; :~9 4;2~";'·:3;2%'.::.3!9%:;;,;q. 

17 Xololan 0.01 % sol nm .. 'nm nm 4:0% 14.5% 0.0% nm nm nm 1.8 9.3 0.0 
18 Premarin 0.63 mg lab 6.4% 6.4%' 7.4% 4.4% 8.0% 12.1% 2.5 2.3 2.5 1.9 5.1 5.5 

I 

I 


I 
I 
I 
I 
I 
I 

·1.9,~.~or~~~et'<t~!:.:·;bp:~.;2~.h~'7~:~1);~~~"~.;;~4¥%:!~p.6~r~~:~,*. 
20: JJ;I,!Im!!JInN;~« • .Jtt';~;lQ!>,IU :c~? .:;I.nl. J;i,':i;:5%' ;t3.5'ri'·1 0.. 0% . ~L9~. F~~tti~i~~:\i)i:2:' 
21 650 mg tab 22.6% 0.0% 0.0% 0.0% 15.4% 8.8 0.0 
22 tab nm nm 6.0% 0.0% nm nm 

spray nm nm nm 

1.2 

:~I~f~'i;'~~f~~ ~:~~~ .. ~~\, 
0.0 0.0 7.0 
2.6 2.2 0.0 

lab nm nm nm nm 0.0% nm nm ..nm nm 0.0 
., .. , 7Io~0'r0%~"""~472'%~4rO%,r6%~3'!'8%~1"6%~oTO~1"5~1::a~f':'7;?"Ft"4~O'7"""'ir:-: 
~.~.,~.',~.~.~j'~"~:.~'·~'·~'~:o~·~~i~:~i!;~:~i~~'~~~~k~0~;i~%~·~:~.%;;:I~~6~O.tt~3~~:; ~, 2;8~i>~:'2f2':..>3:7~··ir2:Q· .i~,.: 

lob 5.0% 4.0% 4.0% 4.9% 10.2% 6.9% 2.0 1.4 1.4 2.1 6.6 3.1 
lab 3.6% 4.0% 4.1 % 3.8% 4.9%. 5.0%. 1.4 1.4 1.4 1.7 3.1 2.3 

nm Not morket&d during port Of all ollh& period indicated. 

I 
• Based on price a. of January 31 lor each year reported. Drugs are listed in de~endin9 order of expendilures. 

• Generic or co-marketed versions ollhis drug product are available. 

< The weighted average was calculated based on 1998 expendilures lor each druQ in the Pennsylvania PACE program. 

SOURCE: Compiled by PRIME Instilule, University ot Minnesota for Famlr!f!! USA. Based on data from the Pennsylvanio Pharmacoufical Auistance Conlroct for the Elderly IPACEI and dolo found in PriceChek PC, 

I 
published by MediSpon IFir., Dalabank, Indianapolis!. Aprn 2000. 
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STILL RISING 


Table 2 . . 

Cumulative Price Change of the Top ~O Drug~~(~y;Num~~r cif f;lalms) Used by the Elderly" 


Rank by Brand Name Sirengih D'ose Theropeulic Number of Cumulallve Multiple 

# of Drug Form Category Price Chonge. Changes 01 CPI 


'Claims 1994·2000 1994·2000 1994·2000 

lanoxin b 0.13 mg tab Cardiac Glycoside 8 89.6% 5,9 

2 Prilosec 	 20 mg cap cr Gastrointestinal Agenls 5 7.5% 0.5 

3 	 '.,;; S'mg"',"'tao'jr' . CalCium Choni",,;! Blocker ,,' 6' ,', .20.4% ' '. L~.~o~~~~~;\:: .r~~;..~, 
..' ..(: ,K·Dut20,' "r } .. '>'2~'~,~q~:/(~b:'~~>, Potassium Re;io;ement l .' 9 44.6%:~· 2.9' 


5 P~pcid 20 mg tab G~~tiointe.lin~1 A~~nts .. 6 23,3% 1.5 


6 lenoxin b 0.25 mg tab Cardiac Glycoside 8 89.6% 5.9 


7,· Irridur',' b . , ..69 log tab er ..- Vawdilator'" 11 . 12 r8% 8.0 


Syri;ti~oid':: " , ' b.:OJ'-rn9,.:' . tab' ' SynlhelicTnyroid Agenl;i 9 50.7% . 3.3' 

9 Vasotec 5 mg tab ACE I~hib-itor . 6 23.7% 1.6 

10 Procardia Xl 30 mg tab cr Calcium Channel Blocker 6 20.4% 1.3 

Ii ,Glucophage ' 500,mg. tab Oral Antidiabetic Agent 6 nm nm 

12 ., lipftoi: 
'.' 

,,:' 
10 mg' lab.' lipid.lowering Agenl' ,:' nm nm 

,8:: ' 

13 Fosamax 	 10 mg lab Osteoporosis Treatment 6 nm nm 

14 Synthroid b 0.05 mg tab Synthetic Thyroid Agent 9 51.3% 3.4 

15 Zololt. 	 50mg. lob : Antidepr!,!ssan! .:. ,'. 6 25.5% 1-7, .N • 

J6.: yas~i!~,.· ,:.'~i~rn9:,./,tflb,'),··:A~Ehih!bitor<: ',C ",'" ,6 23,7'Yo. 1.5 

17 Xalatan 0.0 % sol Glaucoma Treatment 3 nm nm 


18 Premarin 0.63 mg tab Estrogen· Replacement 10 53.7% 3.5 


19'·Cardizimi'CD." "b·24p":'9/i4Iir~. cap';.' ,Calcium'ChonneIBlocker', ,6 30:6%~ 2.0 


20,>8u~uiiri: ~_' '0> " lOP,lI,f-.· i!li:':',:, Insu!in A~ti,piQpetic Ag~nr:: ,. 7 36,3')(, 2.~ 

21 APAP/propoxyphene b 650 mg tab Opiote Agonist 2 41.4% 2.7 


22 Cozaar 50 mg tab Angiotensin II Inhibitor 4 nm nm 


'.23 . <:::ardizem coL": :'. b 180";9/24');r: !':::cap :,·'·:;.Cakiu~,<:lio~neI.Bloa~r:'~"~ •.,6, .. 30.~%. ".~.-; ,2.0'; 


2~~f~; N~~~sr;', ft:; ;,~;~./'~~~~!j. "c. :J(t~9';':~,)~~ft:i;i ;:;:i. '~~!~!U;"~h.6~~~I,~i~~.k~t\':%; ,~\~:..y::::;:.~{ ;jfl,9~'.13:~~,=.d.!):';, 
25 albuterol b 90 mcg aerasol Respiratory Agent 0 nm nm 

26 Coumadin b 5 mg tab Anticoagulant 6 28.3% 1.9 

··,I6'.m90;'f:'ic!b":~~i: .:.. ljpiC:i:~o~erlng·:Agenil:1i.",;·.'5;·. .2.,%T:~.;',~ ':I::r;"
~O m9~·)~':,tab.: ,!. , , ,Upid-low;;!'.ing,Age,nt;",,;,~,,4-':;'o: ~:t6.6%' 1:1 .f e, 

29 Synthroid b 0,08 mg tab Synthetic Thyroid Agent 9 50.8% 3.3 

30 Imdur b 30 mg tab er Vasodilator 7 nm nm . 

.	\;~~. ~;~~1~tJ:~.~i~iJL,~;:h;;~:{~:~~r4a~?t~~;;;~~";rt ",' ¢:i~;:~~~;~~~:1'~I~~k~~ ':'f'~ ~'ii6::;:~";;i:-~: ~:~.,. 
33 Miacalcin 2001U/ac spray Calcitonin Replacement 4 nm nm 

34 ranitidine HCI b 150 mg tab Gastrointestinal Agents 0 nm nm 

35': Ze5tril;':': ';;,:•. ' ,: ,; b '~:.",-: 1p ;;;iE:tqb:~; i.• :~ j;<::E Inhib(l~rT,: ' " ',-: .;.' ,",4 

36· T~;;;oIX[!1:},~~>";'" ~ i,;," J~:;i50~'n{~~£:l~S:?~:,i;<'::'B~la:Bi;;~.~~~;,?:~~:;J ':J; ;' ~;;~ 7', 
37 Pravachol 20mg tab lipid.lowering Agent 8 40.4% 2.6 

38 Coumadin b 2 mg tab Anticoagulant 6 28.1 % 1.8 

~~;~'~+;,t~~~:~i~;~~.~}:,;tP;~!~e;;':::'i~~:~~t.M£.lt~:}~j~:~~:J~1~~~~!:~~~~~~j~{~f:'~:;~2~;~:;~::~~r,;?liY~!;t{~ 
41 Mevacor 	 20 mg tab lipid-Lowering Agent 5 21.0% 1,4 

42 Paxil 	 20mg lab Antidepressant 6 33.1% 2.2 

.. ~J;;,~~O~~~~!~'C.~,··~, "i:~~,~,~::f~:~:~~~~~,\:·}·:,;:-:~:t;f:~t;;~~t:;:i~n;t.:~'~: ';·'2,:·,:~·j~:;:;·~~~:·,':!·;:~;T: 
45 Relafen 500 mg tab Antiinflommatory/Analgesic 6 28.8% J ,9 

46 Cardizem CD b 120mg/24 hr cap Calcium Channel Blocker 6 30.8% ' 2.0 

47, metoprolal, ~.:- /; , ~> .'. ;", 50' mg tqb;, ':.' 'Beta Bloclie~' .. ' " ,. :"', . 7, I:::' 28'.9%:; i' 1.9:.' ' ' 
, • '- .~ .:) >'1'" '1.:'"j4 .~'. - '", t t~ I • ~ ,,"·f. 1"") ti'. '~'''' <' ",',' \ • "'~!! ' • ., 

; 48:', Nl~?st.ar/ .t:I~;:;:-" D~'~''''',' 0.4 mg')": ~pb,,\ :':. !,·Yawdi C!!or~',,;.:\~;·:' ~!;'.\::;:':', 6~'. ____ 'f'.41:,l%.;.~'·~';:r:'::?.7'·__/·v; 
49 lorazepam b 0.5 mg lab Benxodiazepine Anxiolytic 5 409.4% 26.8 

50 Demadex 20 mg tab loop Diuretic 7 nm nm 

.:j~~ 50:Dri;g~: A~;~~~~~Wei9~~~~y.Sol~~i>'; :' 
,',' (Pi':'Aifi.~n:;~/A~riuaiPe~ent :djci~,ie'~ ::, ~" 
• '" '''j', . ." .....'.,;,. .•~~,.j. .:' ,:)._>/.,J__ .... '-~•• ),"<"",",.,. ,~!. :: ":'.~. ~_',' 

nm Not marketed during port or all of the period indicated. 
• Based an price as of January 31 for each year reported. Drugs ore li.led in descending arde, of expenditures. 

b Generic or co-marketed versians of this drug product ore available. 

, The weighted average was calculated based an 1998 expendilures for each drug in the Pennsylvania PACE program. 


SOURCE: Compiled by PRIME '",Iilule, University af Minnesota for Familie. USA. Based on data published by the Pennsylvania Pharmaceutical 

Assistance Contract for the Elderly (PACE) and dolo found in PriceChek PC, published by MediSpon (First Databank, Indionopoli.), April 2000. 
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DRUG PRICES FOR SENIORS

I 

Table 3


I Wholesale Cost Per Year of Therapy for Top 50 Drugs (by Number of Claims) Used by the Elderly'" 

Rank by Brand Name Strength Dose 1994 1995 1996 1997 1998 


I 
If of Drug Form . Cost/ Cost! Cost! Cosl/ Cost! 

» Claims Year Year Year Year Year 

Lanoxin b 0.13 mg lab $, 39 ,$. 41 $ 43 . $' 51 $ 64 


2 Prilosec 20mg' cap cr $ 1,353 $1,325 $ 1,325 . $ 1,325 $1,375 


I 

I 

I 

I 

I 

I 

I 

I 

I 

I 

I 

I 

I 
 lab nm $ $ ,237 $ 237 249 

1999 2000 

Cost! Cosi/ 
Year Year 

$ 74 $ 75 


$1,412 $ 1,455 


I 
 nm Nol morketeel during pori or 011 ~f the period'indicated. , 


, Based on price as of Jan~';,ry 31 for each year and'usual dase as reported in PriceChek Pc. Drugs are listed in descending order of expenditures. 

b Generic or co-inarketed ""roions of this drug product are available. '. ' . . . 
'The weighted average was calculated bas~d on 1998 expenditures lor each drug in the Pennsylvania 'PACE program. ' ':. , 

SOURCE, C~mpiled by PRIME Institute, University of Minnesota for Families USA. Based on !lata published by the Pennsylvania Pharmaceutical Assistance Contract for the

I Elderly IPACE) and dolo found in PriceChek PC, published by M~iSpan (First Databank; Indianapolis), April 2000. , . . ' ,. 
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" STILL RISING 

\ ,~ .. 

, :," 

::,Drll~'"~~'~eith"~t 1r~::bpitaH:ted:~lre br~n(rnames;.The drugs that:a~e not' 
, , ~ • '_",,-. _ ' '.". , • '". l" -. • . ' ' ; 

:.' :capit~lizedat:e ge~efjt, '"'.'-.. '.. ... 

Th~J6,11:(nvi~g~reabbr~viations used .!~~thetabl~s~C!ndthe ,explanations 
:;~f ~i~h:;>" \ ,,-":"', .,.' ',' . " " ',' 
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I DRUG PRICES FOR SENIORS 

I 

I DISCUSSION 

The prices of prescription drugs used by older Americans continue to rise

I 
 . . . 


. faster than the rate of inflation. Over the past year, prices for the 50 drugs most 

commonly used by the elderly rose nearly two times the rate of inflation. This con-

I 
, . 

tinues the trend experienced in the prior five years. From January 1994 through . . . 

January 2000, the prices of the drugs most widely prescribed for seniors also in­

I 
 creased by twice the rate .of inflation. 


For seniors-many of whom live on fixed incomes-prescription drugs be­
. .' , . 

I 
 come increasingly unaffordable as prices continue to rise at double the rate of, 


inflation. Mounting drug prices are especially burdensome for the one~third (34 

percent) of seniors who have. no insurance coverage for prescription drugs 

I throughout the year as well as for the nearly.half(47 percent) of seniors who lack 

coverage for at least part of the year.3 Moreover, thr~e other trends .are exacerbat­

I ing the drug affordability problem for the aged .. 

First, new (and, often, considerably more expensive) drugs to treat conditions . . . 

I that afflict many of the elderly are being brought to market. While the introduc­

tion of these drugs provide new hope for ameliorating various health condi~ions 

I 
 and may resldt in fewer hospitalizations, they increase, the portion.of seniors' in­


comes devoted to drug purchases.4 Second, partially as a result of increased 

direct-to-consumer advertising by the major pharmaceutical companjes, the vol­

I ume of drug purchases is increasing significantly.s Third, as drug prices escalate, 

the demand for discounts by institutional purchasers of drugs (such as hospitals 

I 
 . . 

and HMOs) is increasing---'"thereby intensifying price pressures on those individuals 

I 
who are unable to secure such discounts, especially seniors without insurance cov­

erage. From 1996 to 1999, for example, the drug price differential for seniors with 

I 
~nd without insurance coverage increased from 8 percent to 15 percent.6 

As a result of the public's growing concern about the affordability of prescrip­

tions for seniors, a number of proposals ~re being considered to extend drug 
. " , 

Foverage for the elderly. Conceptually, these proposals fall mainly int~ two catego~ 

ries. One approach would add prescription drugs on a voluntary basisforaI/Medicare, ,I . ,"" 

beneficiaries, with special protections for the poor. Another approach would prQ-

I 

, ' . ,-'. . - " ""', . ' 


vide public subsidies only to low-income seniors 
, 

for the purchase 
. ! 

of priyate
'. .' 

sector 
. " " ' . 

drug coverage. Under this latter approach, subsidies typically taper off at 133 per-

I 

I 9 
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cent of the federal poverty line and end completely at 150 percent of poverty. 

With prescription drug prices rising at twice the rate of inflation, limiting 

drug subsidization on a means-tested basis could be severely burdensome to mod­

erate-income seniors. For example, a widow or widower with income at 150 

percent of the federal poverty line only has $12,525 in annual income. Similarly, 

150 percent of poverty for an aged couple is only $ 16,870 in annllal income. 

Seniors with incomes at 150 percent, or even 200 percent, of poverty often 

" cannot afford the prescriptions they need. Two examples are illustrative-the first 

for a person with a gastrointestinal condition, the second for a senior afflicted 

with diabetes, hypertension, and high cholesterol. 

For a widow or widower with a gastrointestinal problem, the drug most likely 

to be prescribed is Prilosec. Based on 1998 data from the Pennsylvania Pharmaceu­

tical Assistance Contract for the Elderly (PACE) program (the largest outpatient 

prescription drug program for older Americans in the United States), Prilosec is 

the second highest of all the top-selling drugs prescribed for seniors. The annual 

cost for a senior with no drug coverage taking Prilosec (20 milligram, controlled 

release capsules) is $1,455. For a widow or widower subsisting at 150 percent of 

poverty ($ 1 2,525 of income per year). the annual cost of Prilosec alone will con­

su me more than one out of nine dollars (11.6 percent) of that senior's total 

budget. Even at twice the poverty level ($ 16,700 per year), Prilosec will consume 

almost one out of eleven dollars (8.7 percent) of that widow or widower's total 

income. 
. ,f,l. , 

Drug Name Therapeutic 
Category 

Annual 
Cost 

Percent of Annual Income ' 
150% of 
Poverty 

(S 12,525/yearl 

200% of 
Poverty 

(S16,700/yearl 

Prilosec Treatment for 
Acid Reflux 

Sl,455 11.6% 8.7% 

The second example is a senior with no drug coverage who has diabetes, hy­

pertension, and high cholesterol-three conditions that often occur in conjunction 

with one another. A widow or widower with these three conditions is likely to be 

treated with Glucophage, Procardia XL, and Lipitor. Annual costs for Glucophage 

(500 milligram tablets) will be $708. Annual costs for Procardia XL will either be 

10 



I DRUG PRICES FOR SENIORS 

I 

I $521 or $901, depending on whetHer 30 milligram tablets or 60 milligram tablets 

I 
are prescribed. The annual costs for Lipitor (10 mi.lligram tablets) will be $686 . 

. Thus, the total annual spending for a senior with ?iabetes. hypertension. and 

I 
high cholesterol-for these three drugs alone-will range from $1,915 to $2,295. 

For a widow or widower subsisting at 150 percent of poverty, this expenditure will 

constitute from 15.3 to 18.3 percent of that senior's total income. Even at twice 

the poverty level, these costs will consum~ from 11.5 to 13.7 percent of total an­

I nual income. These costs, therefore. are likely to cause significant economic 

hardships. 

I 
I 
I 
I 
I 

Drug Name Therapeutic , 
Category 

Annual 
Cost 

Percent'ot Annual Income 

150% of 
' Poverty 

($12,525/yecirJ 

200% of 
Poverty 

($16,700/yearJ 

Glucophage 

Proc;cirdia XL 
30mg/6Omg 

Lipitor 

Treatment of Diabetes 

T reatnient for 
l:Iypertensiol1 

Treatment for 
l:Iigh Chol~sterol 

$ 708 

$521-901 

$ 686 

Total $1,915 - $2,295 15.3% - 18.3% 11.5% - 13.7% 

CONCLUSION 

I The cost of prescription drugs already places a heavy burden on older Ameri­

cans. The steady escalation in these costs puts many seniors at risk of being

I unable to obtain the prescription drugs they need to' maintain their health. Even 

for individuals with incomes significantly above the federal poverty line. the 

I affordability'of prescription'drugs is a significant imd growing concern. These 

I 
older persons often fall through the cracks: They generally have too much income 

to quality for jmeanHested assistance, yet they can easily be' impoverished just 

I 
paying for their pres,cription'drugs. Unless seniors gain access to prescription drug 

co:verage in Medicare, increasing numbers of elderly'Americans will find prescrip- • 

tion :drugsto beunaffordable. 

I 

I 
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APPENDIX: METHODOLOGY 

This report updates the fiildings of our earlier report, Hard to Swallow. That 

report used'data from the Pennsylvania Pharmaceutical Assistance Contract for the 

Elderly (PACE) program. PACE is the largest outpatient prescription drug program 

for older Americans in the United States. In 1998, 241,496 persons were enrolled 

in the PACE program, and the program filled 9,406,499 prescriptions. Because of 

its large size and abundance of claims data, the PACE database is commonly used 

to proxy the elderly's prescription drug use and expenditures. 

Using PACE claims data for 1998 (the latest claims data available when we 

published Hard to Swallow), we developed a list of the 50 top-selling prescription 

drugs used by older Americans and ranked them by number of prescriptions is­

sued.3 Price histories for the 50 top-selling drugs in the PACE program were 

obtained from ,Price-Chek PC, a databcase published by MerlispanJFirst DataBank. 

The price indicator used in Hard to Swallow and this update is the average whole­

sale price (AWP). the price that drug manufacturers suggest that drug wholesalers 

charge pharmacies. 

It is sometimes suggested that the AWP is not an accurate meClsure of drug 

prices paid by consumers because so many of those consumers enjoy discounts 

that have been negotiated by managed care organizations or other bulk purchas­

ers of pharmaceuticals. Most older Americans, however, cannot negotiat~ such 

discounts. In fact. because most older Americans must pay retail prices at pharma­

cies, they pay more than the AWP, not less. 

Another commonly used measure of drug prices is the wholesale acquisition 

cost (WAC), the price that wholesalers pay manufacturers. Although data given in 

Hard to Swallow and this update were calculated using the AWP, calculations using 

the WAC showed similar trends. 

Hard to Swallow and this update both use weighted averages in calculating 

anllual price increases for the entire list of top-selling drugs. That is, before aver­

aging, the price of each drug is multiplied bya factor that represents the drug's 

percentage of total sales of all drugs on the list for a given year. This adjustment is 

made to ensure that the price trends reported accurately reflect the cost of drugs 

older people use most often. 
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1trtFamiliesUSAI The Voice for Health Care Consumers 

I 
Families USA 

I 

Please visit our website at: 
www.familieslisa.org 

I 

Families USA is a national, nonprofit organization dedicated to the achievement of high-quality, 

affordable health and long-term care for all Americans. You can help promote Families USA's goals by 

becoming a member of Families USA today. 


o Yes, I want to add my voice in support of affordable, high-quality health care for all. 

I ___ $25 ___ $50 ___ $100 $250 Other 

o Please send me information about the following Families USA's grassroots advocacy networks. 

I _ asap! _ Medicaid Advocacy Network _Medicare Action Campaign _Children's Health Campaign 

I o Enclosed is $70 for a one-year subscription to Families USA Publication Service (includes a 20% 
discount on all previously published materials). 

I o Please send me the publications listed below (20% discount for subscribers). DC residents add 5.75% 
sales tax. 


I Pub Code Title Quantity Price 


I 

I 

I 

Name: 

I Organization: 

Street Address: 

Ci~, State, Zip Code: ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 

I Telephone (Day): _____-'--__ (Evening) ________ (Fax) ~________ 

I 
Total Amount Enclosed : 

Contributions to Families USA are tax-deductible. Please make your check payable to Families USA. 

I Families USA receives no financing from the health or insurance industries. 
We rely on funding from individuals and private foundations. 

I 
I FamiliesUSA • 1334 G Street, NW, 3rd Floor • Washington, DC 20005 • 202-628·3030 

http:www.familieslisa.org
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PUBLICATIONS AVAILABLE FROM FAMILIES USA 


. Publication Title 	 Price 
.: .... 

. Code 

PS-101 	 Families USA Publications Service. Reports, issue briefs, and $70.00 
other publications. 

"00-102 Clouds Over the SUl1shil1e State: Florida's Workil1g Parel1ts 	 $10.00 
,.; 

Lose Health Il1sural1ce (4/00) 

00-10 I Welfare Actiol1 Kit for Advocates (1/00) $15.00 

00-100 Health Actiol1 2000 Toolkit (1100) $35.00 

99-107 Hard to Swallow: Risil1g Drug Prices for America's Sel1iors (11/99) $15.00 

99-106 Ol1e Step Forward, Ol1e Step Back: Childrel1's Health Coverage after $15.00 
CHIP al1d Welfare Reform (10/99) 

' .. 

· 99-105 Rural Neglect: Medicare HMOs Igl10re Rural Commul1ites (9/99) $10.00 

99-104 	 Promisil1g Ideas il1 CI,ildrel1 's Health Il1sural1ce: Coordil1atiol1 with $10.00 
School LUl1ch Programs (5/99) 

.. 99-103 	 Losil1g Health Il1sural1ce: The Ul1il1tel1ded COl1sequel1ces $15.00 
of Welfare Reform (5/99) 

99-102 	 The Impact of Medicare Reform 011 Low-ll1come Bel1eficiaries (3/99) $10.00 

.. ' · 99-101 Deep il1 the Heart of Texas: Ul1il1sured Childrel1 il1 the $10.00 
LOl1e Star State (2/99) 

99-100 COl1sumer Health Actiol1 '99 Toolkit (1/99) $35.00 

98-106 The Best From the States II: The Text of Key State HMO COl1sumer $10.00 
Protectiol1 Provisions (10/98) 

98-105 p,.emium Pay II: Corporate Compel1satiol1 il1 America (9/98) $15.00 

· 98-104 Hit al1d Miss: State Mal1aged Care Laws (7/98) $15.00 

98-103 . Shortchal1ged: Billiol1s Withheld From Medicare Bel1eficiaries (7/98) $15.00 

98-102 MOl1itoril1g Medicare HMOs: A Guide toCollectil1g al1d Il1terpretil1g 
Available Data (5/98) $20.00 

98a-101 A Guide to Access to Providers il1 Medicaid Mal1aged Care (4/98) $20.00 

98a-IOO A Guide to Meetil1g the Needs of People with Chrol1ic al1d Disablil1g $20.00 
',.'. Conditiol1s il1 Medicaid Mal1aged Care (1/98)

.. ,.. '. 

97a-l02 A Guide to Complail1ts, Grieval1ces, al1d Hearil1gs ul1der Medicaid $20.00 
Mal1aged Care (1/98) 

97-109 Comparil1g Medicare HMO's: Do Tirey Keep Their Members? (12/97) $15.00 

97b-101 A GlIide to Cost-Sharing al1d Low-ll1come People (10/97) $20.00 

Famiiies:IUSA 	 • 1334 G Street, NW, 3rd IFloor • Washington, IDC '20005 • 202-628-3030 
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Drugs Pricier for Seniors, Government Study Shows http://www.latimes.com/printiasectionl2000041 0/tO00033814.html 

Up to 30% Off CLiCKHEREI 

PASTOSwrWINNIRS R!!l{~' 


Drugs Pricier for Seniors, 
Government Study Shows 
. Medicine: Problem is worsening as cost of 
prescriptions continues to skyrocket, report finds . 

. , . ,;.i By ALISSA J. RUBIN, Times Staff Writer 
"",,,,,,:,,:,, .. 't 

W ASHINGTON--Nearly half of all older 
Americans have no coverage for prescription drugs 
and they pay at least 15% more for the medications 

do buy, according to a government study to be 
released today by President Clinton. 

And many of the senior citizens may pay 
significantly more than that, according to the study, 
the government's first detailed drug-pricing study in 
a decade. 

Although it has long been clear that those without 
insurance pay more for their prescriptions than those 
who have coverage, the study highlights that 
coverage also carries with it the benefit of significant 
drug company discounts and rebates, as much as an 
additional 35%. 

The majority of older Americans without drug 
coverage have incomes below $17,000 a year, but 
even among those with higher incomes--as much as 
$45,000 a year for a couple--nearly 25% lack 
coverage. 

The problem is worsening as more companies 
drop their retiree drug plans and the cost of drugs 
continues to skyrocket, the study found. Drug prices 
rose more than twice as rapidly as other health care 
costs from 1993 to 1998--12% annually compared to 
other medical expenditures, which had an average 
annual growth rate of 5%. 

The new information, while hardly surprising, is 
likely to sharpen the debate on Capit01 Hill and on 
the campaign trail over how to design a prescription 
drug benefit for seniors. 

The issue has become increasingly high profile in 
Congress as lawmakers complete their work on the 
2001 budget and House Republicans expect to offer 
a drug-coverage plan for seniors, perhaps as early as 
this week. Their plan is likely to focus on 
subsidizing coverage for lower-income seniors and 
encouraging the insurance industry to provide more 
drug coverage for other seniors. 

Clinton, who requested the study, plans to use the 
data to underscore the need for the speedy passage of 
his plan, which, when fully phased in, would pay up 
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his plan, which, when fully phased in, would pay up 
to 50% of the first $5,000 in drug bills for all 
seniors, regardless of income, and includes 
additional coverage for those whose drug costs are 
extremely high. 

"The study furthers our case for a voluntary 
prescription drug benefit that is available to all 
beneficiaries," said a senior White House official, 
adding that Clinton plans to keep hammering on the 
drug coverage issue for the remainder of his term in 
office. 

Clinton also will call today for a conference this 
summer on drug pricing to continue efforts to 
broaden understanding of how drugs are priced and 
specifically of rebate arrangements. 

Representatives of the insurance industry and 
drug manufacturers said the study appeared 
thorough, and they agreed generally with the 
problems it highlights. However, they differ deeply 
with the White House on how to provide coverage 
for seniors who lack it.· . 

"Clearly the study shows that the area is·complex 
and that many elderly need some kind of assistance 
to buy their drugs by anybody's definition," said 
Chip Kahn, president of the Health Insurance 
Industry Assn. of America. 

"The problem Congress has is that this isn't the 
best political environment to settle an issue like this, 
and Republicans and Democrats aren't going to agree 
about how to make that happen ... and so it will be 
taken to the polls in November." 

Alan Holmer, president of the Pharmaceutical 
Manufacturers of America, took a harder line 
because the drug industry is inalterably opposed to 
any government regulation of drug prices. 
"Expanded drug coverage is the answer, but the 
president's plan is the wrong solution," said Holmer. 
"Seniors need to be able to choose the private 
insurance plan that's best for them--not a 
big-government, one-size-fits-all scheme," Holmer 
said. 

The study, which is more than 200 pages long, 
outlines the enormous complexities in how 
prescription drugs are priced. Cost depends on the 
buyer, the volume of the drug bought and on the 
arrangement between the drug company and the 
pharmacy benefit manager--the companies that 
coordinate the transaction between the drug 
company, the insurer and the pharmacy where the 
consumer buys the drug. 

Rebates given by drug manufacturers reduce the 
total amount paid by the insurer or the pharmacy 
benefit manager. However, it remains unclear 
whether those savings are passed on to the consumer 
directly through lower drug prices or indirectly, 
through a more inclusive insurance benefit. 
Alternatively, the savings may go to improve the 
profit margins ofthe insurer, HMO or pharmacy 
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benefit manager. 
The effort to investigate drug pricing started more 

than a year ago when Rep. Henry A. Waxman 
(D-Los Angeles) began surveying pharmacies on 
behalf of other members of Congress to provide data 
on ~he price differentials for insured and uninsured 
semors. 

"The pricing system for drugs is broken. Seniors 
who can pay the least but need drugs the most pay 
the highest prices. Congress must act now," said 
Waxman. 

The studies have been wildly popular with 
Democrats, 115 of whom have asked Waxman's staff 
to do such surveys for their congressional districts. 

6Search the archives of the Los Angeles Times for 
similar stories about: Prescription Drugs, Health 
Insurance, Aged, Medical Costs. 
You will not be charged to look for stories, only to 
retrieve one. 

Copyright 2000 Los Angeles Times 

Click for permission to reprint. (PRC# 1.S28.000033814) 
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TO OLP P.01 
._,~ FlPR-07-2000 10: 25 FROM HCFFl OFlCT 

FAX 
·fIe 

To: Barbara Washington 

From: Steve Callo, ASA 
Health Care Financing Administration 

Fu#: 202-690-8168 

Phone: 410-786-1907 

Subject: Prescription Drug Estimates for 6 Proposals 

Date: 4/6100 

Pages: Cover + 12 

I created estimates for the most recent prescription drug benefit requests. 6 estimates 
were created. There are two sheets for each estimate. The fIrSt 5 estimates do not include 
an employer subsidy. option.· The last estimateineludesanempJoyer subsidy and is Option 
5. Option 5 has the highest cost. The order of the esti..mates are as follows:. 

Option 1 
Option 2 
Option 3 
OptioD4 
Option 5 
Option 5 .. includes employer subsidy since this option is the highest cost 

Ifyou have any questions please contact meat (410) 786-7907. 

Steve Calfo 
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(\l 
(S) OPTIONOI Model run 04/06/2000 04/07/20008:32
0.. 

1250 DEDUCT, 50 PCT COINS TO 2000 aop, 25 PCT COINS TO 3500 OOP­
(Start date IJ1I2003.) - P8M adminislratioll- $3,500 OOP protretion starting inIJ.. 

-' 12003 with OOIu ooiusurance-- Low Income Prtmium Subsidy Option - 00/0 new 
SLMB's - ()O/O new QI'!I - 5% new QMB's --:- IOOU/o Induction - MSP ­

.blstitulionnlized t:Xpenses inc1uda:1
DRUGCPI Update index 

SIr'Io Premium Rate (total) 
1.02 Effect of Income Relatoo Premium 

Monthly Net Low
Mooicare Cash Outla~Fiscal Employer Premium MtxJicare .Medicare PtxJcral Income Net Budga 

Year Total CoSL FPS Cost M+C Cost Sub.9id~ Rate Premiums Impact Medicaid Subsidy__Irnput.1
0 
r- (SI millions)

2001 $0 SO $0 $0 SO.OO SO SO $0 SO $0 
2()O2 SO $0 $0 $0 $0;00 $0 . SO SO SO SO 
2003 S22,805 S18,970 $],835 $0 S43.54 5115,100 S7,705 $1,104 SI77 S8,985
2004 $41,671 S34,438 $7,233 $0 $47.51 $22,11 1 $19,560 $1,428 . S254 S21,242 
2005 $46,005 S37,694 SS,] I I SO $51.97· $24,402 $21,602 $1,544 S281 523,427
2006 $50,936 S41,416 S9,521 SO $56.66 $26,992 S23,944 S1,669 $311 S25,924
2001 $56,368 S45,53I S10,837 SO $61.53 $29,805 $26,563 SI,807 S345 S28,715 
2008 $62,325 ·"50,052 $12,272 SO $66.61 $32,911 $29,401 $1,941 $382 $31,730 

r- 2009 568,964 $55,059 S13,905 SO . 172.14 S36,366 S32,598 $2,083 $422 $35,103u 
0: 2010 S76,44 1 $60,617 $15,823 SO $18.19 840,141 $36,300 $2,242 $468 $39,0100 

0: 
LL 2001-2004 $64,476 853,408u SII,068 $0 $37,211 Si7,264 52,532 5431 530,227 

2005-2009 $284,S97 . $229,152 554,845 $0I 
S150,483 S134,tI4 $9,044 $1,741 . $144,899 

E 2001-2009 $349,0720 
0:: 

$283,lS9 S65,913 SO $187,694 $]61,378 $11,576 $2,172 S175,126 
LL 

2001-2005 $110,480 $91,101 S19,379 SO $61,614 548,866 54,076 $712 S53,654 
l() 2006·2010 S315,033 S252,615(\l $62,358 SO $166,221 S148,812 S9,742 SI,92R $160,482 
(S).... 2001-20]0 $425,513 $343,777 $81,7~7 SO $227,835 $197,678 $13,818· $2,640 $214,136 

J 

~ 
(S) 
N 
I 

l' ­
(S) 
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0:: 

IJ.. 
0: 



\;j OPTIONOI Model run 03122(2000 . 04/07120008:38 
cL 1250 DEDUCT. 50 PCT COINS TO 2000 OOP, 25 per COINS TO 3500 OOP _ (Start date 11112003.) -- PBM adm inilltraCion 

- $3,500 OOP pl'olection starting in 2003 with 0% coinsurance- Low Income Premium Subsidy Optiol) 0% new SLMB'~
d \- 0

11
/" new QI's - 5% new QMB's - 100% Induction - MSP-Ioslitutionalized cltpenses included 

Benefit structure 

Breakeoints ~set I) 
Rx Coinsurance 

Year Exeense ;Rale OOP 

1003 $250 100.00% $250 
0 2004 $264 100.00% $264I-

2005 $278 100.00% $278· 
2006 S294 100.00% $294 
2007 . $310 100.00% $310 
2008 $327 100.000/. $321 
2009 $345 100.00% $345 
2010 $364 100.00% $364 

l ­

V
a: 
o 
a: 
IL 
u 
I 

L o
a::: 
lL 

I/) 

N 


lSI .... 

~ 
.ISI 

N 
I 

~ 
Ia::: 
& 

Break20ints !S'CI 2) Bl'eakpoinl~ {set 3} Breakeoints ~set 4) 

Rx Coinsurance Rx Coimlurance Rx. Coinsur.mce 


Ex,l!ense Rate OOP E)I(l!ense RAte OOP r:x~cnse Rate OOP 

$3,750 ·50.00% '$2,000 $9,750 25.00% $3,500 $00 0.00% $3,500 
S3,956 50.00% $2,1 ]0 $10,286 25.00% $3,693 $a> 0.00% $3,693 
$4,174 50.00% $2,226 $10,852 25.00% $3,896 $00 0.00% $3,896 
$4,403 50.00% $2,348 $11,449 25.00% $4,110 $a) 0.00% $4,110 
$4,646 50.00% $2,418 $12,079 25.00% $4,336 $00 0.00% $4,.336 
$4,901 50.00% $2,614 $12.743 25.00% $4,;74 $00 0.00% $4,574 
$5,171 50.00% $2.758 S13,444, 25.00% $4,826 Sa) 0.00% $4.826 
$5,455 50.00% . $2.909 $14.183 .. 25.00% 55,091 $x; 0.00% $5.091 



-'It 
.(S) OPTlON02 Model run 0410612000 04/07/20008:35
(L 

1250 DEDUCT, 50 PCT corns TO 2000 OOP, 25 PCT COrNS TO 4000 OOP­
(L I(Surrt date 11112003.) - PBM adminiSlratioll--:- S4,OOO <?OP prc:ta:tion st.arting in 
0 
J 2003 with 00/0 coinsunlllOO- Low Income Proollum Subsidy OpttOD - 0010 new 

. SLMB's-O%new QI's- 5%newQMB's- 100% Inductiou---': MSP­
I [nstilutiounLiz<Xi CKpCl\ses included

DRUGCPI Update indc.x 

50% Premium RRtc (lotal) 

1.02 Effect ofhlcome Relat(Xi Premium 

Monthly NCl LowMedicare Cash Outlays Fiscal Employer Premium Medicare Maticare Fatcra1 Income Net Budget
Year Total CM.1 FFS Cost· M+C Cost SubllidX RRte Premiums Impact Medicaid Subsidy lmpac..1

0 
I- ($ millions)

ZOOI SO SO ~O SO SO.OO SO SO 'SO SO SO 
2002 SO SO SO SO SiO.OO SO SO $0 SO SO 
200] $22,686 $18.871 53,815 SO 843.31 $15,022 .S7,664 SI,114 $176 $8,955
2004- $41,43g $34,245 $7,192 $0 $47.23 $21,986 519,452 51,450 $253 $21,154
2005 $45,720 S37,460 $8,259 $0 $51.6] $24,249 S21,471 S1,569 S280 $23,319
2006 550,591 541,135 $9.456 SO $56.27 $26,808 S23,784 $1,699 S309 $25,792
2007 555,960 S45,202 $10,758 SO $61.08 529,588 S26,373 $1,841 S342 $2~,556
2008 $61,849 849,671 $12.179 SO $66.09 S32,664 $29,185 $1,9~O 5379 $31,544 


I- 2009 $68,410 $54,616 S13,793 $0 $1l.55 S36.071 $32,33& $2,129 $4.19 $34,886
u 
IT 2010 $75,790 $60,101 $15,689
0 SO S77.51 539,796 $35,994 . $2,296 S464 S38,753 
([ 
Ii. 2001-2004 $64,124 $53,116u S 11,007 SO S37,008 $27,116 $2,564 $428 S30, 109 

200S-2009. $282,531 $228,085I S54,446 SO S149.380 $133.151 $9,217 Sl.n9 S144,096 
L 
0 2001-2009 5346,655 5281,202 $65,453
Il:: SO SIM.388 $160,267 SI1,781 S2,I57 $174,205 

Ii. 


2001-200S Sl09.R43 S90,577 S19,267 SO $61,257 $48,587 $4,133 S708 $53,427
\0 2006-2010 $312,601 $250,726 $61,875f\l SO SI64.927 $147,674 S9,944 51,913 $159,531 
(S) 

20UI-2010 $422,444 $341,303 $81,141 $0,-f $226,184 $196,260 S14,077 S2,620 $212,958 . 
Sl 
Sl 
S) 
\I 

I 


;) 



If) 
CSl' OPTION02 Model run 0312212000 04/01120008:311 
(L 

1250 DEDUCT, 50 PCTCOINS TO 2000 OOP, 25 PCTCOfNS TO 4000 OOP-{Slart date 1/112003.)- PBM adm inislration 
- S4,OOO OOP protection sml1ing ill 2003 with 0% coinsurance- Low Income Premium Subsidy Oplion - 0% IIe\V SLMB's 

(L 
.J - 0% new Ql's - 5% new QMB's - 100% Induction - MSP - Institutionalized ex.penses included o 

Benefit strueture 

Brellk20ints ~set Ii 
Rx Coinsurance 

Year EX2ense Rate OOP 

0 
I­

2003 
2004 
2005 
2006 
2001 
2008 
2009 
2010 

S250 
$264 
$278 
$294 
$310 
$327 
$345 
$364 

100.00% 
100.00% 
100.00% 
J()O.OO% 
100.00% 
100.00% 
100.00% 
100.00% 

$250 
$264 
$278 
$294 
$310 
$327 
$345 
S364 

I­

<el 
'0 

a: 
LL 

11 
L o 
IX 
LL 

.j) 
N 
is) 
rl 

'il 
Sl 
';;I 
\j 
I 

J 

lln::llkpoints {set 21 
Rx Coin!lurance 

EX2!:nse Rille OOP 

$3,150 50.00% $2,000 
$3,956 50.00% $2,110 
$4,174 50.00% $2,226 
$4,403 50.00% $2,348 
$4,646 50.00% $2,478 
$4,901 50.00% $2,614 
$5,171 50.00% $2,758 
$5;455 50.00% $2,909 

Breakl!oints ~set 31 
Rx Coingunmce 

Ex21)Dse Rate OOP 

$11.750 25.00% $4,000 
$12,396 25.00% $4,220 
$13,078 25.00% $4,452 
513,797 25.00% $4,697 
S14,556 25.00% $4,955 
SI5,357 25.00% $5,228 
$16,201 25.00% $5,515 
$17,092 25.00% .$5,819 

Bl'eakpoints (set 4) . 
Rx Coinsurance 

EXEcn..',C Rnte OOP 

$ro 0.00% $4,000 
$00 0.00% 54,220 
$00 0.00% 54,452 
$"-> 0.00% $4,697 
$!lO 0.00% $4,955. 
S«> 0.00% $5,228 
$.-x 0.00% $5,515 
$00 0.00% $5,819 



ID 
OPTlON031'9 Model run 04/06/2000 04/0712000 8:35

0.. 1. 250 DEDUCT, 50 PCT COINS TO 1500 OOP, 2S PCT COINS TO 3500 OOP­
0.. o\j '--. date lf1l2003.) - PBM administration - $3,000 OOP protection starling in 
0 
...J 

~O -- 2003 'th 0% wiosurauoo- Low Income Premium Subsidy <?ption - OVA, new 
, 's-on~newQI·!I-5%ntwQMB's-100%lnducI.IOn-MSP-

ITfl81itutionalizoo expt:nses included
DRUGCPI Updale index 


50% Premium Rote (total) 

1.02 Effect oflncolUc Relatal Prcrnium 

Monthly Net LowMedicare Cash OutlaysFiscal EmpJo)'l:r Premium Medicare Mcdicl\re Fa(cral Income Net. Budget 

0 
Year Total Cost PPS COSI M+C Cost SubsidX Rate Premiwns Inlpact Medicaid Jubsidy Impact 

I- ($ miJliOIlS)
2001 SO $0 SO SO SO.OO SO $0 ; SO SO SO
2002 SO SO SO $0 $0.00 SO SO ' SO SO SO 
2003 S23,I\73 S19,8~9 S4,01~ SO $45.58 SI5,80R $8,066 $1,078 S185 $9,329
2004 S43,644 S36,069 S7,575 SO $49.71 $23,160 $20,4&4 ~1.3511 $266 $22,108
2005 S4R,217 S39,506 S8,711 SO S~4.4g $25,578 $22,638 $1,466 $295 $24,399
2006 S54.307 S44,15~ $10,153 SO S60.95 $28,861 $25,446 $1,521 $3H $27,306
2007 S60,657 S48.996 $11,662 SO S66.32 $32,107 $28,550 $1,608 $372 $10,530
2008 S67,234 S53,995 $13,239 SO S1L90 S35,519 $31,116 $1,7( J $4L2 $33,838 

I- 2009 S74,~03 S59,481 S15,022 ~O S17.98 $39,294 $35,208 $1,825 $456 $37,490u 
0: 2010 S82,693
0 S65,S75 S17,118 SO S84.63 $43,432 $39,261 $1,951 SS06 $41,118 
.0: 
.LL 2001-2004 $67.518 S55,928.U $11,590· SO $38,968 $28,550 $2,436 $451 531,436
I 2005-2009 S304,919 S246,132 $58,786 SO SI61,360 $143,558 S8,137 51,867 St53,561 
E 
0 2001-2009 S372.,436
Il': S302.060 $70,376 SO S200,328 SI72,[o8 SlO,573 $2,318 S184,999 
LL 

2001-2005 $1(5,735 $95,434 $20,301 SO $64,541 $51,188 S3,901 $746 S55,835
ID 2006-2010 S339,39~N $272,201 $67,194 SO. S179.214 S160,181 S8,622 S2,078 8170,882 
1'9 .... 2ilO1-2010 $455,130 $367,635 $87,494 SO $143,761 5211,369 S12,524 S2,824 11226,717 
1'9 
1'9 
1'9 
N 
I 

[' ­
1'9 
I 


Il': 

(L 
0: 
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Or-­
lSI OPTlON03 Modellun 03/22/2000 04/0712000 IU8 
(L 

250 DEDUCT, 50 PCT COINS TO 1500 OOP, 25 per COINS TO 3500 OOP _ (Slart date 11112003.) - PBM adm ini~1ralion 
- $3,000 OOP protection starting in 2003 with 0% coinsurancl.'- Low lncome Premium Subsidy Option - 0% new SLMB's

(L 

- 0%. new QI's - 5% new QMS's - 100% Induction MSP -Institutionalized ellpcnses includt:d ­o 

Benefit structure 

0 
I-

Year 

2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 

Breokeoiots (set Q 
Ilx Coirusurance 

Ex.~en~'e Rate 

.; $250 100.00% 
$264 \00.00% 
$278 100.00% 
$294 0 100.00% 
$310 100.'00% 
$327 100.00~·o 

S345 100.00% 
S364 100.00% 

OOP 

$250 
$264 
$278 
$294 
$310 
$327 
$345 
$304 

Break~oinl!! ~set 2~ 
Rx Coinsurance 

Expense 0 Rate 

$2,750 50.00% 
$2,901 o 50.00% 
$3,061 50.00% 
$3,229 50.00% 
$),407 

o 50.00% 
$3,594 50.00% 
$3,792 50.00% 
$4,000 50.00% 

OOP 

$1,-500 
0$1,583 
SI,670 
$1,761 
:&1,858 
$1,960 
$2,06R 
$2,182 

BreakEoillts {set 32 
Rx Coinsurance 

Expense Rate 

$10,750 25.00% 
111,343 25.00% 
111,967 2,$.00% 

$8,184 25.00% 
$8.634 25.00% 
$9,109 25.00% 
$9.610 25.00% 

$10,138 25.00% 

OOP 
.... 

SJ,,$(){) 0 
$3,693 0 
S3,8~6 
$3,000 
$3,165 
S3,B9 
3>3,523 
$3,716 

Bre.akEoints (Sel 4~ 
Ilx CoinsurAnce 

Expense Rate 

$en 0.00% 
$en 0.00% 
100 0.00% 
$00 0.00% 
Sa:> 0.00% 
Sa:> 0.00% 
S~ 0.00% 
$00 O.OOGAI 

OOP 

$3,500 
$3,693 
$3,896 
$3,000 
SJ,/65 
$3.339 
$3,523 
$3,716 

l­
Va: o 
a: 
u.. v 
I 

E 
o 
0:: 
u.. 

r-­
N 

lSI ..... 

~ 
lSI 
N 
I 

~ 
I 

0:: 

& 



ill OITI0N04(S) Model run 0410612000 	 04/0712000 8:34 
a.. 	 \250 DEDUCT, 15 PCT COINS TO 1000 OOP, SO PCT COINS TO lO()() OOP, 25 

Per COINS TO 4000 OOP - (Start date 111/2003.) - PBMadministration ­
a.. 
...J 	 IS3,000 OOP protection slarting ~ 0% coinsurance- Law Income
0 

Premium Subsidy Option - 0% 's - 0010 new QI'II- 5% new QMB's 
,- 100% lnduction - MSP -luSlitlltionalized expenses included 

DRUGCPJ Update index 

50% Premium Rate (tOlal) 

1.02 Effoct of Income Related Premium 

Monthly 	 Net LowMedicare Casb OutlaysFiscal Employer Premium Medicare Medicm-c Federal Income Net Budget
Year ToW Cost FFS Cost M+C Cost Submd~ Rate Premiums ImQa.ct Medicaid Subsidy Impact 

0 ($ millions)t-
2001 SO SO $0 $0 SO.OO SO SO SO $0 SO 
2002 SO SO SO SO SO.OO $0 $i0 SO SO $0 
2003 S17,833 S14,834 S2,999 50 $34.05 $11,808 £6,025 S1,215 $138 57,378
2004 $32,6.50 $26,983 85,667 SO $37.26 $17,330 $1.5,320 $1,730 $199 S17,248
2005 1>36,178 $29,642 S6,S36 $40.9:)SO S19,201 $16,971 SI,&65 S,221 	 S19,063
2006 $50,367 . S40,930 $9,438 $0 $62.l5 $21,617 S22,751 $1;702 5319 $24,772 . 
2001 $61,281 $49,499 $11,188 $0 $61.62 S,32,126 $28,560 $1,568 S379 $30,507
2008 $68,552 $55,054 $13,498 SO $73.31 $36,214 $32,338 SI;6t7 S420 534,375
2009 $75,960 $60,644 S15,316t- $0 $19.50 S40,063 $35,897 Sl,722 $465 $38,084 


u 2010 584,300 566,850
a: 	 517,451 $0 586.27 . S44,216 S40,025 51,839 $516 542,380
0 

a: 
LL 	 2001-2004 $50,483 S41,817 S8,666 SO $29,139. S21,344 $2,944 $331 	 $24,626u 
I 	 2005-2009 S292,344 $235,768 556,576 SO S155,821 $136,523 $8,414 Sl,S04 U46,801 . 
E 2001-2009 $342,827 S217,5850 	 S65,242 SO $184,960 5157,867 SII,418 S2,142 $171,427 
~ 
LL 

200J-2005 $86,661 $71,459 $15,202 SO $48,340 S38,322 $4,809 S559 	 $43,689 
('- . 2006-2010 $340,466 $212,976 $67,491 SO SI80,896 $159,571 '$8,449 $2,099 5170,118N 
(S) 	 200l-2010 S427,128 S344,435... 	 582,693 $0 $229,236 SI97,892 SI3,257 $2,657 $213,807 
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QPTION04 ModClnll1 U3i22i2000 04107/200(l H:34~ 
250 ormucT, 75 PC1' ('OINS TO 1000 001',50 peT COINS m 3000 OOP, 25 I'M cijfNS~TO 4000 001' - (Start date a.. 
I/li2003.) I'UM administt'lllion - SJ,OOO 001' protection "arling in 2003 willi ()% ""jnslIranoe-l.mv IIICOll'le I'remiun\ . 

Sub~jd)l Oplion O'Y. Dew SU\<tO's - 0% n~v( QI's -:- 5% ncIY QMB's 100% Inductioo - MSp·· insliMiooaliZied 


a.. exvemes inch..J"IJ 
o 

Benefit structure 

..J 

Rlca~oillis ~Ie! 4} BTC:!I~loints ~Sle1528rea~l}inU {~I I) 8l1!iJklloints Ilel 2~ Dn:~kooin\S (~I 31 
R~ C()in!IUI'llnc~Rx Coinsurance. Rl( Coin~u.,.ncc Rx C()inslIl3nce Rx COill3Uf1IIlOC 

Rate OO}> F.~~fc Rate 001'
Year F.X)!cnse Rille' 001' E~nse Rail: cOOP i!lll!ense Rate 001' Ex~sc 

25.0()",. $4,OUO 5..-, 0.00% $4,000
2.003 5250 100.00"/•. S250 1>1.250 75.00% $1,000 SS,2~O 50.00% .$MOO $9,250 

$", $4,220
2004 5264 100.00% . S264 .$1,,319 15.00% $1,055 SS.U9 50.00% $3.165 $9.159 25.00% $4,220 0.00"" 

25.01)% $4,452 $", 0.00% S4.452100,00% SJ.D9 .1;10.2.952.005 S27S S218 SI.391 15.00% SI.II) s.s,K43 50.00% 
$3.000 $v OlJ&% .!i3,DOO $;1) 0.00% 53,000

2006 5294 IOn.OO% fi294 $2,70G 50.00% !I,SOO S~,70(i 2S.00% 
$3,165 . $", 0.00% 53,165

2001 S310 100.00% SlIO $2,855 50_00"10 $J.s83 S9,I8S 25.00% $3,'65 $-.0 0.0&% 
0 $:0 0,00% $))39 $:0 0.00"" 53,)39
I- 2008 S327 100.00% $)27 $3,012 50.01>"10 !I,610 S9,691l 25.00% $3,339 

S},SlJ $:0 O.O~. U,S23
2009 SJ4S 100.00% U45 $3,11& 50.01>"/. $i.761 $/0,223 25.00% $3,523 $00 0.00% 

$.x> 0.00% $3,716 $.., 0.00% $3,116
2010 S364 100.000/. . ~J64 $3,353 .50.0()o/u $I,8S8 $10,786 25.00% $3,116 
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~ OPTlON05 Model run 04/0612000 04/07/2000 8:36 
a.. 1250 DEDUCT', 50 PCT COINS TO 3000 OOP -(St.ar1 date 1/112003.) - PSM 

administration - $3,000 OOP protection slarting in 2003 with 0% coinsurance-
a.. 
...J 	 ILow Income Premium Subsidy Option 0% new SLMS's - 0% new Q1'.!! - 5% . 

new QMS's -:- 100% Induction - MSP -lnl>1itutionalized expenses includoo 
I 

DRUGCPI Update index 

50% Premium Rate (total) 

1.02 Ellect oflncome Relstro Premium 

Monthly 	 Nel . Low 
Medicare Cash OutloYllFiscal Employer Premium Medicare Medicare FooeraJ Income Net Budget 

Yeor Total Cost FFS C08l M+C Cost Subsidl:: Rate Premiums lD1pnct Mooicaid Sltn,ldy Impact 
0 
~ ($ millions) 

2001 SO SO SO $0 SO.OO SO SO SO SO SO 
2002 SO $0 SO SO SO.OO SO SO $0 SO $0 
2003 $22,359 S18,599 $3,760 $0 S42.69 £14,805 S7,S54 SI,IOI $173 $8,828 
2004 $40,861 $33,769 $1,092 SO S46.59 S21,682 519,179 $1,430 $249 $20,858
2005 $45.128 S36.975 $8,153 SO $50.99 $23,939 $21,189 SI,541 S276 S23,006 
2006 :1;56,447 545,881 $10,565 $0 $66.65 $30.496· $25,951 51,506 S352 S27.810 
2007 $65,936 S53.257 $12,680 $0 $72.41 $35,064 $30,872 81,415 S406 532,753
2008 S73,353 S58,909 $14,444 SO $78.40 $38,743 $34.610 S1,538 S449 	 S36,597
2009 $81,169 

~ 	
S64,803 516,366 SO $84.91 $42,802 $38.367 S]~636 $497 $40,500 

ua:: 	 2010 $89,958 $71,336 518,622 SO $92.01 . $47,238 $42,720 $],744 $550 $45,015
0 

a:: u. 	 2001-2004 S63,220 $52,367 $10,852u 	 SO $36,487 526,733 $2,531 $422 $29,686 
:r: 	 2005-2009 S322,033 $259,826 $62,207 SO S171,044 S150,990 $7,696 $],980 S160,665 

2001-2009 $385,253 $312,193 $73,0600 
:E 	 $0 8207,531 Si71,722 $10,227 S2,402 S19O,352
0:: u. 

2001-2005 $10&,347 S89,342 $19,005 $0 $60,426 $47,922 $4,072 5698 	 S52,692 
(J) 	 2006-2010 $366,863
N 	 1294,187 $72,676 $0 S194,343 $172,521 S7,899 $2,254 $182,614 
lSI 	 2001-2010 $475,21 ] S383,530~ 	 $91,681 $0 S254,768 $220,443 811,971 $2,9~3 5235,366 

lSI 
lSI 
lSI 
N 
I 

[" ­
lSI 
I 

0:: 
IL 
<I 



.... .... 
OPTTON05 Modell'u" 0312212000 04/07/2000 8:38 

a.. 
1

250 DEDUCT, 50 PeT COINS TO 3000 OOP - (Start date 11112003.) PBM adm inistl'ation -$3,000 OOP protection 
starting ill 2003 with 0% winsurance- Low Income Premium Subsidy Option - 0% new SLMB's -- 0% new OJ's - 5%a.. 

..J new QMB's 100% Induction -- MSP ~ fnstilulionalized expenses included o 

Benefit structure 

BreakEoints !set 1~ Breakpoints ~seI2) BrcakEoints ~set 3~ Breakpoints ~lIet 4)ax Coinsurance Rx Coinsumnce R.x Coinsurance Rx Coinsurance 
Year ExEense RaLe OOP Exeense Rale 001' EXEt:nse Rate OOP . EXl2ense Rate OOP 
2003 $250 100.00% $2:50 $5.750 50.00% $3,000 $ex;> 0.00% $3.000 $00 0.00% $3,000

0 2004 $264 . 100.00%I- $264 $6,066 50.00% $3,165 $00 0.00% $1,165 $00 0.00% . $3,165 
200; $278 100.00% $278 $6,400 50.00% $3,339 $<C 0.00% $3,339 .$<:0 0.00% $3,339
2006 $294 100.00% $294 $1,706 50.00% $1,000 $11,798 25.00% $3.523 $00 0.00% $3,523
2007 $310 100.00% $310 $1,800 50.00% $1.055 $12,447 25.00% $3,117 $co 0.00% $3.717 
2008 $)27 100.00% $327 $1,899 50.00% $1,113 $13,132 25.00% $3,921 $co 0.00% $3,921
2009 $345 100.00% $345 $2,004 50.00% $1,174 $13,854 2.5.00% $4,137 $w 0.00% M,137
2010 $364 100.00% $364 $2,114 50.00% $1,239 $14,616 15.00% $4,]64 $00 0.00% $4,364 

I­
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N... OPTlON05 Mood run 04/06'2000 04107/2000 8:36 
Il. '250 DEDUCT, 50 peT corns TO 3000 OOP - (Slart dale 111/2003.) - PBM 

admiuistralion - $3,000 OOP protection starting jn 2003 willi 0% 
Il. 

0 
..J looinsurance--33% employa sub.,>jdy. -18.50% FFS pe[-sons with employer pl8J1. 

- Low Income Premium Subsidy Option - 0% new SLMB's -0% uew QI's­
,5% m:w QMB'li - )0004> Induction - MSP - Institutionalized expCllIICS included

DRUGePl Update index 

50% Prem.ium Rate (total) 

1.02 Effec.l ofloC(lmc Re)/tted Premium 

Monthly Nc1. Low 
FisCal Medicare Cam ouu8~ Employer Premium Medicare Medicare Federal Income N~ Budget 
Year Total COSI FFS Cost M+C COlit SubsidX Rate Premiums Impact MlXticNd SuMidy lIrlpact 

0 
I- (S million!!)

2001 SO $0 SO $0 SO.OO SO SO $0 £0 SO 
2002 SO SO $0SO $0 SO.OO $0 $0 SO SO 
2003 $18,918 $15.158 S3,760 $1,410 $42.69 S12,655 . S7,67l $1,101 8173 S8,948
2004 $34,614 521,521 S7,092 12,OH4 $46.59 $18,453 $18,245 SI,430 $249 $[9,924
2005 S38,2H7 S30,135 $8,153 $2,292 $50.99 $20,400 $20,119 51,541 $276 521,996
2006 S47,959 S37,393 $10,565 S2,902 $66.65 $26,018 $24,843 S1,506 $352 526,10.2
20.07 S56,084 S43,404 $12,680 S3,320 $72.41 $29,937 $29,467 Sl,475 $406 S31,347
2008 $62,455, $48",011 S14,444 S3,651 $78.40 $33,10.6 $33,000 SI,538 $449 $34,987 

I-
2009 S69,I81 $52,81.5 ~16,366 $4,016 $84.91 $36,.599 S36,598 $1,636 5497 S3H,730 

·0 2010 $76,761 $58,]39a: S18,622 S4,422 S92.01 S40.409 S40,713 $1,744 SS50 $43,068
0 

a: u.. 2001-2004 $53,532 $42,679 S10,852 S3,494u S31,108 $25,918 $2,531 $422 $28;871 
I 2005-2009 $273,966 $211,758 $62,207 $16,181 S146,060 S144,087 $7,696 Sl,980 SL53,163 
:E 2001·2009 $321,497 $254,4380 $73,060 $19,675 SI77,168 S170,004 $10,227 52,402 S182,634
O!: u.. 


2001-200.5 S91,819 872,814 $19,005 S5,786 
 S51,508 $46,097 S4.072 $698 $50,867 
w 2o.06..2QIO S3 1 2,439 S239,163
N 172,676, S18,311 $16(;,069- $164,680 87,899 $2,254 S174,834 
lSI 2001-2010 $404,258 £312,577 $91,681... £24,091 $217,571 $210,777 $11,971 $2,953 $225,701 

lSI 

lSI 

lSI 

N 

I 


~ 
I 

O!: 
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OPllONOS Model run 03/2212000 04/0712000 11:38 
1250 DEDUCT, 50 vcr COINS TO 3000 OOP -' (Start date 1/112003.) ­ PBM adm inistration·- $3,000 OOP protection 
startinc in 200) with 0% coinsurance-:-33% employer subsidy. -18.50% r: FS pCl'llons with employer phm. Low looome 
Premium Subsidy OptiOll- 0% new SLMB's -0% new Ql's ­ 5% new QMB's ­ 100% Induction .. -MSP- . 
Institutionalized cxp¢n~es included 

Benefit structure 

Year 

Break!;!oints !sel I) 
Rx Coinsurance 

Expense Rate OOP 

Breakj){)inls {set 2) 
Rx Coinsurance 

lli.Ecnse Rate OOP 

Brea~int3 ~5et3l 
Rx Coinsurance 

E~2tmsc Rate OOP 

Breakl!oints ~set4} 
Rx Coinsul'ance 

Ex~nsc Rate OOP 

2003 $250 100.00% 

0 2004 $264 100.00% 
r­

2005 $278 100.00% 
2006 $294 100.00% 
2007 $310 100.00% 
2008 $327 100.00% 
2009 $345 100.00% 
2010 $364 '­ 100.00% 

tJ 
~ 
a: 
lL 
u 
I 

E o 
0:: 
lL 

(J'I 
N 

(S) .... 

~ 
(S) 
N 
I 

tS.l 
I 

0:: 

& 
~, 

S3,()OO $IX) 0.00% $3,000$250 $5,750 50.00% $3,000 SIX) 0.00% 
. $3,165 $3,165 $1:0 0.00%$264 $6,066 50.00% S3.165 $1:0 0.00% 


$278 $6,400 50.00% $3,339 Soc> 0.00% $3,339 $00 0.00% $3,339 

$1:0 0.00% $3,523$294 $1,706 50.00% $),000 $H,798 25.00% 	 S3,523 

$3,717 31:0 0.00% $3,717S310 $1,800 50.00% $1,055 $l2.447 25.00% 
$3,921 S:x> . 0.00% $3,921$327 $1,899 50.00% 11,1U $13,132 25.00% 

S:x: 0.00% $4,137$345 $2,004 50.00% $1.174 $13.854 25.00% 	 M,1l7 

$364 32,114 50.00% $1,239 $14.616 25.00% 	 $4,364 S«l 0.00% $4,364 
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Medicare Patients Pay 15% More for Drugs 

HHS Study Fintk Growing Gap in Prescription Costsfor the Insured and Others 

terview yesterday. "The president's 
plan doesn't do that, ana we will 
present one that does." 

Insurance industry representa­
tives such as Health Insurance As­
sociation of America President 
Chip Kahn have objected to a stand­
alone prescription drug benefit, 
saying they will. be blamed once 
health insurance costs rise dramat­
ically as a result. But Thomas said 
insurers were '1ust being typical 
naysayers" and added the GOP plan 
includes a proposal for "Medicare 
modernization" that would make it 
more affordable. than the presi­
dent's over the next decade. Ac­
cording to Congressional Budget 
Office estimates, Clinton's plan 
would cost $149 billion over 10 
years. 

The HHS study takes direct aim 
at Republican assertions that the el­
derly poor are most in need of drug 

. coverage, stating that one in four 


. Medicare beneficiaries with annual . 

income four times above the pover­


. ty level, or roughly $45,000 for l,l 
couple, lack drug coverage each . 
year. 

The report emphasizes that be­
cause seniors ap.d people with disa­

bilitiescannot take advantage of th~ 
discounts and rebates that other ili­
sured Americans enjoy, they often 
fail to purchase the drugs .tqe~" 
need. About 10 percent of Medi,,¥e 

. recipients without drug coverage 
reported in the last 12 months thEiY 
did not fill a prescription. becau~.e " 
they could not afford it, compared ' 
to 2 percent who had coverage. :~~" 

Prescription drug spending is,iil; . 
creasing at an ailnUal rate of 12 per-' 
cent, twice as fast as other health 
spending, according to the report:' ; 

But Pharmaceutical ResearcI1 
and . Manufacturers of America' 
President Alan F. Holmer said ciS; '. 
ing drug costs do riot justify admi6· ; 
istering a new drug benefit through 
tl).e Medicare program. .: .' 

"Expanded drug coverage is t1t~. 
answer, but the president's plan is' 
the wrong solution," Holmer said W' 
a statement yesterday. "Seni9(S'.; 
need to be able to choose the pfF 
vate insurance plan that's best for.' 
them,not a big govermnent, 09C: 
size..fits-all scheme. Momentum,. 'is . 
growing in the Congress for a pfi-" 
vate sector approach, and we hop,e:~ 
the pr~sident joins in that iniiia:_ 
tive." . '. 

": i' 

, , 

By JULIET EILPERIN 
Washington Post StajfWriter 

The Clinton administration is re­
leasing a study today documenting 
that Medicare recipients pay an 
average of 15 percent more for pre­
SCription drugs than patients 
whose insurers have negotiated dis­
counts, in an effort to pressure Con­

. gress to enact a universal drug ben­
efit for senior citizens this year. . 

.. President Clinton, who ordered 
the Department of Health and Hu­
man Services last fall to conduct the 
survey, is scheduled to announce to­
day that the White House will hold 
a conference on drug pricing this 
summer that will include represen­
tatives from the pharmaceutiCal in­
dustry. ­

The moye comes as lawmakers 
debate whether to provide prescrip­
tion drug coverage for the elderly 
before Congress adjourns this fall. 

Seniors qre a key swing vote in the 
November elections, and Demo­
crats are seeking to make drug ben­
efits a pivotal question, with Senate 
candidates from Michigan to Mon­
tana transporting seniors across 
the border to Canadaso they can fill 
their prescriptions for less money. 

Even Republican Sen. Slade Gor­
ton, who is seeking reelection from 
Washington state this year, is pro­
posing that drug companies be pro­
hibited from charging more for 
drugs in the United States than 
they do in Mexico and Canada As 
many as 50 House Democrats are 
planning to hold prescription drug­
related events in their districts dur­
ing this month's spring recesS. 

White House officials said the 
study, which also shows that the 
gap between drug prices for people 
with and without insurance dou­
bled between 1996 and 1999, dem­
onstrates why Congress should 

adopt the president's plan to pro­
vide prescription coverage for all 
Medicare recipients. Clinton's plan 
would cover half of all drug costs up . 
to $5,000 a year per person once it 
was fully implemented in 2009 and 
includes $35 billion for seniors with 
catastrophic drug costs during the 
last five years of the plan. 

House Republicans are planning· 
to unveil their own prescription 
drug proposal this week, though 
their plan differs markedly from the 
president's. GOP lawmakers are fo­
cusing on providing private drug 
coverage to low-in<;ome seniors, 
and they have put aside $40 billion 
in the budget over the next five 

"The i\report underscores th~ ; years to pay for a benefit and broad­
. need for a voluntary prescription er reforms in the Medicare pro-· 
drUg·care benefit for all Medicare grinn. . 

\ beneficiaries, .not only because it '; Rep. Bill Thomas (R-Callf.) , who 
would provide needed insurance" chairs the House Ways and Means 
coverage but because it would uti~ health subcommittee and is helping 

\:lize private sector negotiating prac- .' to draft the GOP's plan, noted that 
tices to .achieve discounts and,re:- .) in 2003 Clinton's plan applies to 
bates that ,would accrue to the 


. benefit· of seniors,': said a White. 

"HoUse official who asked not to be 

,identified. ~e president believes 

it just proVides more attention tp 

the need for prompt action by the, 

Congress to pass legislation in this 

area:" ­

just$2,000indrugcosts,forcingse­
mors to shoulder the rest of their 
expenses. . 

"The point is all of this data clear­
ly indicates that what seniors need 
is a private drug insurance plan that 
profects seniors from high ~ut-of-
pocket costs," ThomaS said in an in-

PHOTOCOPY 

PRESERVATION 
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nile House,ChallengesDrrig Companies 'for Charging Higher Pric~s to the Uninsured'~,'/~ 

By ROBERT PEAR 

WASHINGTON April 9 _ The' 
'White. House att~cked the pricing 
,policies of the drug industry today, 
-- saying drug companies charged 
-- higher prices to uninsured custom­
ers' than to people with insurance, 
and President Clinton announced 
plans to hold a conference this sum­
mer to investigate how pharmaceuti­
cal companies set their prices. 

The actions came as Mr. Clinton 
tried to fire up public support for 
Medicare coverage of prescription 
drugs, one of his top goals in his last 
year in office. 

A new study, to be unveiled by Mr. 
Clinton on Monday, found that eld­
erly people without insurance for 
drug costs typically pay 15 percent
more than people with insurance for 
the same medicines: Moreover, it 
said, this gap has more than doubled 

• :pharmacy than ttle tot8J. pricej)aid 

tpn requested I~t OctQb~r. "SehiorsHealth: mairite,nan'c~"OI;gaPizations 
without drug co~'eragendt'only:lack 'and' other ,large,tleruth insurance 

!ffi.sUf!IDCe agaii'fst high cdSis', but do' "p'lans dm ob€aindlscounts for their 
t'· -. ...1Jli • 1 

\ 

':-> , 

~ 

not have access to the discounts and members that are not generally 
rebates that insured people receive." available to individuals paying cash 
, ,Medicare, the federal he~lth insur- fo~ prescription drugs, the report 
ance program for 3? millIon people said. '. 
who are elderly or dlsab~ed~ general- ~pokesmen for th~ drug mdustry 
ly does not cov:er prescnp~lOn drugs said they agreed with the govern-
for pe,o~le .outslde the hospitaL Many ment's finding ·that insurance could 
beneflclanes have some type ()f!>up~ • help consumers get discounts on pre~ ­

in the last four years. 
:. ':Individu~ls wi~h~u~ drug c.ove~­
age pay a higher ,pnce\at the retail 

:,9n beha~f o~ ,thQ~li:with~drug cpv:~­
r ~g~," said the re~9rt, which Mr .. CII1'\­

•• J>­

: 
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plemental msurance to help pay,dru~ 

S k "' £. 
ee Ing SUpport TOr, 

AI d" ,
lYI,e Icare coverage
f' • '. d' 

0 prescription rugs. 

costs t h '. . 
,bu t e Whl~e ~ouse said such 

co~erage was shrinking and was un-
relIa~le. . - . '. _" 

~n Its.new stu~y,~~:eWhlt~~o~se 

,€!r drugs thaIl pe0I>I~~lt~sove~ag~. 

scription drugs. An~ that, they said, 
was why they wanted the govern: 
ment to' subsidize private insurance 
to cover, such costs for Medicare 
beneficiaries. 

"Expanded drug coverage is the 
answer," said Alan F. Holmer, presi­
dent of the Pharmaceutical Re­
search and Manufacturers of Amer­

_ica, the trade group. "But the presi­
dent's plan is the wrong solution. 
Seniors need !o be able t9 choose the 
private insurance plan that's best for 

,them, not a big government one-size­
flt.s-all scheme." 

_Fed~ral officials said drug prices 
s~ld. t~atM~dlcar~ })I::nerlcl~~~:~.' were det~nninedb~ a complex pro­
Wltryput drug Insurance spent tWl~e -- cess tI;lat Involved discounts, rebates 
'asIl'!ti~h oft~e!i oy.'Q, n19rieYoO'pfe-'and':6ttierfinancial arrangements 
~f!iPti0.n~;'b~tbohgl1t;ope~t~i!d~ew"" amorigdrjlg ,manufacturers, 'whole­

salers; pharmacists and insurers. , 
The' drug .industry regards the de­

tails ofthose arrangements as pro­
'prietary information. But the White ' 

,\\ 

House said the conference on "pre­
scription drug pricing practices" 
would investigate such rebates and 
discounts. 

Chris Jennings, the White HOllse 
health policy coordinator, said the 
administration and Congress needed 
information about drug discounts 
and rebates to help them design pre­
scription drug benefitsfor Medicare., 

,'''There is a basic need for policy 
makers to understand how this 

,{works," Mr, Jennings said in an in- , 
terview. , ' 
.,"Medicare should use the best 

techniques of the private sector ,and 
should extract similar discounts 
'from the pharmaceutical industry." 

The Clinton administration's ef­
forts to obtain such data are sure to 
cause apprehension a-mong drug 

. companies, which already fear that 
the White House wants to regulate 
drug prices, despite its protests to 
the contrary. 

The White House said, "Our analy­
sis, tends to understate the ultimate 
price differences for insured and un­
insured customers," because the 
government could not get data on 
rebates. Drug makers pay such re­
bates to benefit management compa­

. .~ ... 
.,.."" .... 

nies that enhance their "market 
share' by 'including their products 
on a list of recommended drugs. 

In the last month, the House and 
the Senate have endorsed budget 
blueprints that would proVide up to 
$40 billion over five years for Medi­
care drug benefits. But President 
Clinton has not begun serious negoti­
ations with Congress on how to de­
sign such a benefit: 
, 'These are some of the obvious 
questions: How much should the ben­
efiCiary pay in premiums, deduct­
ibles and co-payments? How much of 
each prescription should the govern, 
ment pay? Should Medicare provide 
sp~dal protection to people needing 
very expensive drugs? Should the 
government subsidize drug benefits 
even for high-income people? 

The new report, "Prescription 
Drug Coverage, Spending, Utilization 
and Prices," makes these points: 

CJSpending for prescription drugs 
is growing more than twice as fast as 
other health spending. From 1993 to 
1998, drug spending increased an av­
erage of 12 percent a year, compared 
with an increase' of about 5 percent a 
year for all other types of health 
spending. ' 

fJTen percent of Medicare benefi­
ciaries without drug coverage'r~­
ported that they needed a prescrip­
tion medicine in the last year but did 
not get it because they could not ! 

t 

afford it. Only 2 percent of beneficia~ 
ries with drug coverage reported 
having had such an experience: 

CJAbout one-third of Medicare ben­
efiCiaries have no insurance to help 
them buy prescription drugs. Forty­
seven percent of benefiCiaries are 
unil'!sured for at'least one month of 
the year; 53 percent have drug cov­
erage for. the entire year. . 

CJNearly one-fourth of Medicare 
beneficiaries with incomes exceed­
ing four times the pov:erty level ­
more thah $45;000 ayear for a couple 
- have no insurance coverage for 
prescription drugs. "Thi!:i, 'contra­
dicts the belief that lack Of cover,age 
is a problem only for those wit~ low 
incomes." ..' .'" . .' " r.j'-. 

In addition, ttie\vhite Hbus-€!)aid, 
the oldest Medicarebimeficiai"ies 

D 
are most' likely 'fu lack ¥hg 'cover. 
age. 'About 37 percent of' beneficia­
ries 85 and older lack coverage; com­
pared with 28' percent of b¢,pedcia- , 
ries age 65 to 69.' , 

1 

'I..: 
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PUBLIC LIVES 

cJndependent No Longer Alone inFight Over Drug' COS' 
By ROBIN TONER· 

WASHINGTON 

T HE pharmaceutical in­
dustry has a lot of prob­
lems in Washington these 

days, its prices and profits prov­
ing an irresistible target for' poli­
ticians with hard-pressed eld­
erly constituents and an election 
on the horizon. 

But there are few more per­
sistent irritants than Represent­
ative Bernard Sanders, 'the dem­
ocratic socialist from Vermont 
who is one of two independents in 
the House. Mr. Sanders, a gruff­
spoken 58-year-old native of 
Flatbush, Brooklyn, with a 
thatch of white hair and a rum­
pled 60's-academic style, has 
twice taken elderly constituents 
on well-publicized trips to Cana­
da to buy prescription drugs, 
highlighting the lower prices 
across the border. . 
. He has pushed legislation that 
he said would allow American pharmacists and 
distributors to "reimport" prescription drugs 
approved by the Food and Drug Administration 
from Canada and Mexico and sell them at lower 
costs. 

When a lobbying alliance backed by the phar­
maceutical Industry set up a Web site to 
highlight the problems in the Canadian health 
care system (www.busfromcanada.org).Mr. 
Sanders quickly countered with a Web site 
about the inequities of American drug pricing 
and the legislative proposals to deal with them 
(bernie.house.gov/bustocanada). ~ 

In an interview on Thursday night, Mr.. 
Sanders had the quiet glow of a man who 
believed that political lightning was finally 
striking his cause. 

"You're dealing here not just with an eco­
nomic issue or even a health care issue, you're 
dealing with a very profound moral issue," he 
said. "Time is long overdue for the Congress to 
stand up to these people and protect the Ameri­
can people." 

Jackie Cottrell, a spokeswoman for the Phar­
maceutical Research and Manufacturers of 
America, responded, '~What's moral is to make 
sure. medicines are available through insurance 
coverage, but also to make sure that Congress­
man Sanders and his allies don't stifle our 

Bernard Sanders says pharmaceutical companies are on the defensive. 

the 1980's when he was the mayor of Burlington, 
.	Vt., and created a task force on health care. 
Medicare, the health program for the elderly, 
generally does not cover outpatient prescrip­
tion drugs, and a third of its elderly beneficia- . 
ries have no drug coverage at all. "You can't 
walk down a main street in Vermont without 
someone coming up and saying, 'Bernie, you've 
got to do something about the high cost of 
prescription drugs: " he said. 

TIESE days, of course, nearly everyone 
. says he wants to do something to help 

the elderly with drug costs, but Mr: 
Sanders stands out. He believes not only in new 
prescription drug coverage for the elderly, and 
not only in finding a way to end what he 
considers price discrimination against Ameri­
can consumers, but in a' publicly financed na­
tional health insurance program, a Canadian­
style system administered by the states, for 
everyone. 

He . does not seem' to worry much about the 
drug industry's arguments that its prices in the 
United States are necessary to cover the cost of 
·research. He said he met with some industry 
lobbyists last year and remembers that they 
were wearing "fancy shoes." He spoke not with 
irony but ~ to use his word....: with "cnntpmnt" 

not to mention a razor's ed, 
"I know what it's like to Ii 

a family without any money 
said, "the economic suff!· 
that is totally unnecess' 
among the uninsured, the v 
ing poor and many of the eld 
His father, who immigr 
from Poland at the' age of 17, 
a paint salesman. "He 'wo 
very hard. He never made 
of money," Mr. Sanders sal<' 
quick staccato, his eyes foc 
on the floor. "Lack of money
Ii constant stress on my par< 
relationship and in our h( 
hold." 

Mr. Sanders' only siblin 
brother, became a social WOl 
Mr. Sanders himself, aft{ 
year at Brooklyn College, ' 
to the University of Chicago 
combination of'loans, grants 
part-time jobs. He was a lacl 
ter student, he wrote in his < 
biography, but "learned a 

more from my out-of-class activities" in gr< 
like the Congress of Rqcial' Equality and 
Young People's Socialist League. 

He moved to Vermont in the late 19 
working at a mixture of. state governrr 
carpentry and writing jobs, and ultimately 
ed up in politics. Initially, he had little suc( 
but he was elected mayor of. .Burlington f 
1981 to 1989, and in 1990 won Vermont's 
House seat, the first independent electe­
Congress in 40 years. Mr. Sanders' has 
children, and his wife, Jane O'Meara Sane 
has,been a key adviser in his political can 

While he tends to align ·with the Democl 
he said he never conSidered becoming 
Why? 

"Both major political parties are hee 
influenced by big money," he Said. He n, 
that in nine years in Congress, he has spent 
weekend In Washington. He talked scornful! 
the journalists and the politicians who s~ 
their time talking to one another, with "no Sl 

of what's going on in the real world." ' 
Mr. Sanders clearly feels he has the ( 

industry on the defensive, "What I try t( 
here is not to be an ideologue, bitt to 
issues," he said. "And when you talk iss 
people ,respond positively." Still, he ackn, 
ptio"P~ "1 c;:nrnptiTYU'l(: ~£'r!:ltL"h 1'\'\"1:1 hO<;lrl 
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