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WE CAN DO BETTER: AN ANALYSIS OF THE 2003 MEDICARE BILL
By Congressman David Price

This article appeared in the March 2004 edition of 

The Wake County Physician magazine.


Medicare has been one of the most important and successful programs in our nation's history. For over 40 years, elderly and disabled Americans, who were left behind by the private insurance industry, have had access to health coverage because of Medicare. Although the program was visionary in nature, it did not anticipate that prescription drugs would come to play as critical a role in preventive care and the treatment of chronic conditions as they do today. The absence of such coverage is Medicare's most glaring deficiency, and there is hardly a politician in Washington who hasn't promised to fix it. 

Why is it, then, that we've had such a fight about this issue - a fight that is likely to continue?  It is not a case in which the rhetoric exaggerates the underlying differences. The Medicare prescription drug bill (H.R. 1) that was recently passed by Congress is flying under false colors, and serious disillusionment and sticker shock await.

FALSE COLORS
The proponents of H.R. 1 claim that the bill expands Medicare to include coverage of prescription drugs. Seniors might understandably conclude that this means a conventional drug benefit is being added to the fee-for-service Medicare program to which 90% of them subscribe. Unfortunately, they would be wrong on both counts.  

Rather than augmenting basic Medicare, the bill provides government subsidies to private insurance companies in the hope they will offer drug-only policies.  Medicare can offer the benefit only as a "fallback;" if there is even one private plan being offered in a given region (plus an HMO Medicare plan), the fallback will not be available.  

Secondly, this is far from a conventional benefit.  The beneficiary will pay a $35 monthly premium and a $250 deductible, after which the plan will cover 75% of drug costs up to $2,250. But then comes the infamous "doughnut hole." Prescription expenses over $2,250 will not be covered - at all - until they reach an annual out-of-pocket cap of $5,100. As a result, if a senior needs $5,100 worth of medication, he or she will have to pay $4,020 in order to get it.  An estimated 50% of seniors fall into the doughnut hole. This is shockingly skimpy coverage by any standard. And in a little-understood provision, the bill forbids the issuance of Medigap policies to fill the hole! 

In addition, H.R. 1 does nothing to stem the rise of prescription drug prices. In fact, it specifically prohibits the government from using the purchasing power of over 40 million Medicare beneficiaries to negotiate lower drug prices. The Veterans' Administration currently has the authority to bargain with drug companies to obtain lower prices for the prescription drugs purchased in volume as part of the VA healthcare system. Likewise HMOs. Why shouldn't the department administering Medicare have the same ability? The bill's defenders offer no answer, for it lies in the realm of special-interest politics. 

CHOICE?

H.R. 1 has also been trumpeted as offering seniors a choice as to how they receive their prescription drug coverage. But being between a rock and a hard place isn't much of a choice: Beneficiaries who want prescription drug coverage will have to rely on whatever private insurers (often a single insurer) market, or else leave fee-for-service Medicare altogether and join an HMO that provides prescription drug coverage.

The choice most seniors value is the ability to choose their own doctor under fee-for-service insurance coverage. This choice is restricted, not expanded, by H.R. 1. And if the bill's "demonstration project" involving Medicare vouchers has the effect some of its champions intend, it could lead to far more radical Medicare changes in future years.

WINNERS?
It's clear to me that seniors aren't the winners under H.R. 1, so the question becomes - who is? Some have claimed that it's the doctors and insurance companies, in addition to drug manufacturers, who stand to benefit. But no one should break out the champagne just yet.  

Physicians who treat Medicare beneficiaries have labored for years under inadequate Medicare reimbursement for many of their services. This is a serious problem, and I've cosponsored legislation to halt the deepening series of cuts scheduled by the Balanced Budget Act of 1997 and to overhaul the physician payment formula. Unfortunately, the prescription drug bill provides nothing more than a short-term fix. H.R. 1 will increase the payment update for physicians by at least 1.5% in 2004 and 2005. But because the underlying formula remains unchanged, these two-year increases will yield much more serious cuts beginning in 2006 and lasting at least until 2010.

This double-edged sword may explain why the American Medical Association maintained a low profile while endorsing H.R. 1. In any event, Congress would surely have approved at least a short-term fix even if H.R. 1 had faltered. And there is a more fundamental issue: the long-term direction of Medicare.  Most doctors prefer fee-for-service coverage because it provides them and their patients the maximum level of flexibility. By moving Medicare away from this model, H.R. 1 puts another nail in the coffin of insurance coverage outside of managed care in America.  

As for the insurance companies, some may be anticipating governmental largess. But ever since the President and House Republicans first put forward the notion of drug-only private policies, the Health Insurance Association of America has raised red flags about their actuarial soundness.  Massive subsidies will likely be required.  Our Republican friends seem perfectly willing to provide such funds - anything, it seems, to avoid strengthening basic Medicare. The bill proposes  to pay HMOs more per beneficiary in 2004 than it would cost to cover the same people under traditional Medicare. 

Our experience under Medicare+Choice is not promising. H.R.1 is a formula for huge subsidies that may still leave drug-only plans and HMOs struggling, going in and out of the marketplace, and creating year-to-year confusion and uncertainty for older Americans.

LOOKING AHEAD
The final version of H.R. 1 improved on the House bill in some respects. It provided some protection against costs for people with incomes up to 150% of the federal poverty level. It strengthened incentives for private companies to maintain retiree coverage (although at least two million seniors who have such coverage are still predicted to lose it). Overall, however, it is a deeply flawed product of an outrageous process - passed only after a roll-call vote was held open for almost three hours, a feat unmatched in the history of the House.  

Some justified passage of this bill as a "first step." The problem with that reasoning, as I hope I have made clear, is that it is a first step in the wrong direction. Efforts are already underway to repeal some of the more egregious provisions, such as the ban on Health and Human Services negotiated discounts. The bill does not kick in until 2006, convenient timing in terms of the likely sticker shock - and political fallout - that make its proponents so nervous. But this delay does give us time to go back to the drawing board. We can and we must do better. 
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