














































































































CAPITOL REPORT

Debate Over a Medicare
Prescription Benetit

Gains Momentum on
Capitol Hill

By Herbert P. Weiss

Balance

May/June 2000

gress is working at a furious pace to

finish up legislative business. Be-
tween now and October 6 recess, law-
makers will attempt to pass a federal
budget along with 13 appropriation bills,
as well as seek passage of some popular
election issues such as tax cuts, educa-
tion, patient’s bill of rights, and gun con-
trol. Meanwhile, bipartisan support in
the 106th Congress for a Medicare bene-
fit to cover costly prescription drugs is
gaining momentum on Capitol Hill.

A s the November election looms, Con-

Costly prescription drugs are becom-
ing a major issue in this year’s election
campaign for the nation’s elderly. With
the average senior filling about 18 pre-
scriptions  per year, prescription drugs
are now the largest out-of-pocket health
care costs for seniors.

THE DEBATE ON PRESCRIPTION
DRUGS BEGINS

In his January State of the Union
Address, President Clinton called for a
new voluntary Medicare prescription
drug benefit. Later this proposal would
be incorporated into the President’s FY
2000 Budget. The administration’s plan
would simply give elderly and disabled
beneficiaries the option to purchase a
prescription drug benefit that covers half
of all drug costs up to $5,000 when fully
phased in. It also includes a stop-loss
provision to protect seniors against cata-
strophic drug costs.

Before Easter recess, House Re-
publican leadership hoping to keep the
Democrats from seizing a popular elec-
tion issue in their districts have released

COSTLY PRESCRIPTION DRUGS ARE BECOMING A MAJOR ISSUE IN

THIS YEAR'S ELECTION CAMPAIGN FOR THE NATION’S ELDERLY.

At least 85 percent of 39 million
Medicare beneficiaries take at least one
prescription medication per day. The
average spending last year per Medicare
beneficiary for drugs was $942 annually,
or about $79 per month. As a result,
many beneficiaries who cannot afford
drug coverage often do not take the
drugs that their physicians prescribe, and
one in eight is sometimes forced to
chose between buying food and their
medications.

their own proposal to cut pharmaceutical
costs for the nation’s elderly. Democrats
were quick to call the GOP’s new effort
as election posturing.

While still sketchy, the $40 billion
dollar plan, to be phased in over a five
year period, would give Medicare bene-
ficiaries and disabled persons increased
bargaining power through private health
plans to purchase prescription drugs at
discounted rates. Health insurance poli-
cies covering the purchase of prescrip-




tion drugs would remain affordable
because the federal government
would subsidize the poor and share
risks with the insurers. House Speaker
Dennis Hastert (R-IID is expected to
introduce legislation on the House
floor early this summer.

Both President Clinton’s and the
House Leadership’s proposals have
similarities in that each offers a volun-
tary drug benefit open to all Medicare
beneficiaries. Additionally, both the
Democratic and Republican proposals
would provide financial assistance to
low-income beneficiaries.

According to Ed Howard, Executive
Vice President of the Washington, DC-
based Alliance for Health Reform, the
changes for enactment of a prescription
drug benefit have been enhanced this
year with the release of the Medicare
trustees report that indicated that the life
of the trust fund has been extended for
another eight years.

However, Howard predicts a more
difficult passage because of this year’s
elections.

Everybody wants to see a Medicare
drug benefit happen if you judge by
their outward actions or statements
but they want it to happen in a way
that they like, he notes.

“The Republicans have proposed
more targeted prescription drug bene-
fits to get the Democrats off their
back. They are very likely to stall any
action on the broader benetits [offered
by the Democrats] just because they
don’'t want to see either President
Clinton or the Democrats get what
they want,” Howard adds.

Others are more optimistic for the
chances of a prescription drug benefit
to pass.

There is a good chance that the
Medicare drug plan will get passed by
Congress this year, Robert Greenwood,
Associate Director of Public Affairs for
the American Association of Homes and

Services for the Aging, tells
Balance. “Incumbent  Repub-
lications and Democrats who are
looking to keep control of the House
both want to show that they can deliv-
er for seniors,” Greenwood says. “Now
that the GOP has come out with its own
plan, it is more likely that some version
of the bill will pass,” he adds.

Although Medicaid pays for the
majority of prescriptions for nursing
home residents, seniors residing in
subsidized housing, assisted living
facilities and CCRCs must pay for their
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own medications, Greenwood noted.
“Coverage of prescription drugs by
Medicare would be a good thing for
those persons on fixed incomes in
these facilities,” he says.

A budget Omnibus Reconciliation
Act will be the likely vehicle to attach
the prescription drug benefit proposal,
Greenwood states. ¢

Herbert Weiss, NHA, is a Pawtucket, Rhode
Island-based writer covering aging and
health care issues and a member of the
ACHCA's Rhode Island Chapter.

BUILDING A CASE FOR A NEW MEDICARE

PRESCRIPTION BENEFIT

insured people receive.

percent.

drugs throughout the year.

A new Department of Health and Human Services study, released on
April 10, 2000, underscores the need for a voluntary Medicare pre-
scription drug benefit. Here are some of the HHS study’s findings:

m Seniors without drug coverage not only lack insurance against high
costs, but do not have access to the discounts and rebates that

m Older Americans and people with disabilities without drug cover-
age typically pay 15 percent more than insurers who negotiate
price discounts for the same prescription drug.

m The gap between drug prices for people with and without insur-
ance discounts nearly doubled, from 8 to 15 percent, between 1996
and 1999. These differences do not take into account manufactur-
ers’ rebates, which could widen this gap by an additional 2 to 35

m Prescription drug spending and utilization is growing rapidly—
more than twice the growth in other health spending.

m The percent of Medicare beneficiaries without drug coverage who
report not being able to afford a needed drug is about five times
higher than those with coverage.

m Uncovered Medicare beneficiaries purchase one-third fewer
drugs but pay nearly twice as much out-of-pocket.

m Chronically ill, uninsured Medicare beneficiaries spent over
$500 more out-of-pocket than those with coverage.

m Nearly half of Medicare beneficiaries do not have coverage
for prescription drugs for the entire year.

m One out of four Medicare beneficiaries with higher income
(about $45,000 per couple) has no coverage for prescription

Because of limited information about price discounts, HHS will host
a conference on prescription drug pricing practices this summer. The
HHS study, available in its entirety at http://aspe.hhs.gov/health/
reports/drugstudy. ¢

Source: White House, April 10, 2000
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