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benefit and 30 percent of reinsurance retro-
spectively. This is the floor! We must all un-
derstand that the taxpayer’s exposure to risk
can only increase. The bill permits the govern-
ment to assume more risk, up to 99.9 percent
if it is necessary to entice an insurance prod-
uct into a region. And this is an unknown fac-
tor. We simply do not, nor cannot, know what
this provision will cost the taxpayers.

Today, Medicare already consumes nearly
12 percent of the federal budget. It is ex-
pected to be 30 percent or 35 percent of the
federal budget in 2030 without the addition of
prescription drugs, or any other benefit. It is ir-
responsible of this Congress to simply add a
prescription drug benefit without also address-
ing the budgetary impact of this benefit. H.R.
1 leaves the federal budget and the taxpayers
exposed to unknown expenditure levels in the
future. | do not believe that this drug bill will
remain within the proposed budget of $400 bil-
lion over the next 10 years.

Second, there is no provision in the House
bill on how to provide a benefit to seniors in
areas where two insurance products are not
available in January 2006. It is simply neither
realistic, nor fair, for seniors in one region to
have products available and seniors in another
region to not have choice because two plans
have not been forthcoming.

Furthermore, | am adamantly opposed to
the proposal by some, especially in the other
body, that the government provide this cov-
erage. This will only lead to the government
determining what prescription drugs a senior
can have and ultimately the imposition of price
controls that will have a chilling effect upon re-
search and development of pharmaceutical
therapies.

Third, the premium charged to seniors for
the drug-only insurance plan is estimated to
be $35 per year initially. This premium number
is not found in the bill—it is an estimate by the
Congressional Budget Office. What if it is
more? Will seniors decide that this premium is
worth the benefit they will receive under a
drug insurance plan? There will be a great
deal of kitchen table math being done by sen-
iors in 2005 to decide whether this new benefit
meets their drug needs and their wallet reali-
ties.

| am also concerned about a number of
modifications made under the bill to reim-
bursement for providers and to the last minute
inclusion of language regarding the Patent
Term Restoration Act, the so-called Hatch-
Waxman legislation. Although some very nec-
essary provider reimbursement changes were
made in the bill, particurlary regarding doctors
and rural areas, nonetheless, | am concerned
about the changes to the market basket up-
date for hospitals, as well as the changes to
skilled nursing facilities and home health care
providers. In addition, | share the concern of
others regarding the sufficiency of the reim-
bursement to oncologists. It is very true that
the Congress needed to address the use of
the “average wholesale price,” which was nei-
ther average nor wholesale, and left Medicare
beneficiaries paying 20 percent of an inflated
drug price, but oncologists need to be reason-
ably compensated for the level of care they
provide to Medicare patients. | am not con-
vinced that this has been sufficiently ad-
dressed.

| also have grave reservations over the in-
clusion of provisions regarding patent term
and generic drugs, the changes to the Hatch-
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Waxman law. Initiating more litigation of patent
rights is not conducive to encouraging innova-
tion in pharmaceuticals. Unfortunately, this is
exactly what this provision will do.

The vast majority of seniors have drug cov-
erage today through either an existing govern-
ment program or through the private sector.
However, 27 percent of seniors have nothing.
These seniors pay the highest prices when
they go to the pharmacy because they have
no means to bargain for lower costs. These
seniors also tend to be those between 100
percent and 175 percent of the federal poverty
level (FPL). A Medicare drug benefit should
not displace existing coverage and should ad-
dress the needs of those seniors who do not
have coverage.

The government should encourage employ-
ers, families and others to help seniors with
the purchase of expensive prescription drugs.
It is time that we admit that no proposal that
comes to the House floor that meets the budg-
et requirements will fully address all the pre-
scription drug requirements of seniors. Every
plan will have a “so-called donut hole.” There
should be a way to tackle this without putting
our heads in the sand and expecting it to sim-
ply “work out.”

We live by a system of checks and bal-
ances. We run into the limitations with every-
thing that we do. How can we then create a
system that is dependent upon the unknown?
The government’s assistance to beneficiaries
should be a defined contribution. This type of
benefit would be manageable and known.

| am committed to providing a prescription
drug benefit for seniors. Seniors should have
access to the same mechanisms that are
available in the private sector to drive down
costs and improve health care services.

Along with four of my colleagues on the En-
ergy and Commerce Committee, we submitted
legislation, that would address these issues
and provide a prescription drug benefit under
Medicare. | testified before the Rules Com-
mittee to request a vote on our bill. The re-
quest was denied. This benefit would have
been delivered through a prescription drug dis-
count, or value, card that would be available
to all seniors on a voluntary basis for an an-
nual $30 fee. This is an approach that has
been recommended by the President.

Any entity qualified by the Centers for Medi-
care and Medicaid Services could offer a drug
value card to seniors. Card issuers would ne-
gotiate with pharmaceutical manufacturers for
discounts on drug utilizing the same tech-
niques that are found in the marketplace
today. These discounts would range from 15
percent to 35 percent of current retail prices.
The competition among these card issuers
would result in attractive offerings to bene-
ficiaries.

Recognizing that some beneficiaries need fi-
nancial assistance to pay for prescription
drugs, this legislation would tie the drug value
card to an account to which the federal gov-
ernment would provide assistance related to
the income of the beneficiary. Others could
add contributions on a tax preferred basis up
to $5,000 for a beneficiary and family; and
$5,000 for an employer. Non-profit organiza-
tions, like local churches, and State pharma-
ceutical assistance programs could add con-
tributions to the accounts. Contributions on the
accounts would roll over from year to year.

Protection from catastrophic drug expenses
would also be offered at $10,000 through the
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private sector, with federal subsidies on the
premium for those with low incomes.

In my opinion, this delivery mechanism for a
prescription drug benefit works best for the
beneficiary, and best for the taxpayers. Bene-
ficiaries would have access to negotiated dis-
counts and some financial assistance to buy
drugs. The taxpayers would have a defined
contribution that could be planned from year to
year in the federal budget.

My colleagues, this has been a long road
for us all. But, it is nothing compared to what
could happen if Congress gets this wrong.
Please be mindful of our obligations to our na-
tion, not just to seniors.

It is my opinion that Congress needs to
grasp this opportunity to provide a prescription
drug benefit with a full appreciation of the duty
and responsibility this nation has to our sen-
iors, taxpayers, and future generations. To do
anything less, we break the trust of all Ameri-
cans.

Because the margin for error is so thin, my
hope is that the majority is right. However, my
intellect and instincts tell me that this bill will
not fulfill the desired result. | must vote against
final passage of this measure.

Mr. PAUL. Mr. Speaker, while there is little
debate about the need to update and mod-
ernize the Medicare system to allow seniors to
use Medicare funds for prescription drugs,
there is much debate about the proper means
to achieve this end. However, much of that
debate is phony, since neither H.R. 1 nor the
alternative allows seniors the ability to control
their own health care. Both plans give a large
bureaucracy the power to determine which
prescription drugs senior citizens can receive.
Under both plans, federal spending and con-
trol over health care will rise dramatically. The
only difference is that the alternative puts sen-
iors under the total control of the federal bu-
reaucracy, while H.R. 1 shares this power with
“private” health maintenance organizations
and insurance companies. No wonder sup-
porters of nationalized health care are cele-
brating the greatest expansion of federal con-
trol over health care since the Great Society.

| am pleased that the drafters of H.R. 1 in-
corporate regulatory relief legislation, which |
have supported in the past, into the bill. This
will help relieve some of the tremendous regu-
latory burden imposed on health care pro-
viders by the Federal Government. | am also
pleased that H.R. 1 contains several good pro-
visions addressing the congressionally-created
crisis in rural health and attempts to ensure
that physicians are fairly reimbursed by the
Medicare system.

However, Mr. Speaker, at the heart of this
legislation is a fatally flawed plan that will fail
to provide seniors access to the pharma-
ceuticals of their choice. H.R. 1 provides sen-
iors a choice between staying in traditionally
Medicare or joining an HMO or a Preferred
Provider Organization (PPO). No matter which
option the senior selects, choices about which
pharmaceuticals are available to seniors will
be made by a public or private sector bureau-
crat. Furthermore, the bureaucrats will have
poor to determine the aggregate prices
charged to the plans. Being forced to choose
between types of bureaucrats is not choice.

Thus, in order to get any help with their pre-
scription drug costs, seniors have to relinquish
their ability to choose the type of prescriptions
that meet their own individual needs! The in-
evitable result of this process will be rationing,
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as Medicare and/or HMO bureaucrats attempt
to control costs by reducing the reimburse-
ments paid to pharmacists to below-market
levels (thus causing pharmacists to refuse to
participate in Medicare), and restricting the
type of pharmacies seniors may use in the
name of “cost effectiveness.” Bureaucrats
may even go so far as to forbid seniors from
using their own money to purchase Medicare-
covered pharmaceuticals. | remind may col-
leagues that today the federal government
prohibits seniors from using their own money
to obtain health care services that differ from
those “approved” of by the Medicare bureauc-
racy!

T);wis bill is even more pernicious when one
realizes that this plan provides a perverse in-
centive for private plans to dump seniors into
the government plans. In what is likely to be
a futile effort to prevent this from happening,
H.R. 1 extends federal subsidies to private in-
surers to bribe them to keep providing private
drug coverage to senior citizens. However, the
Joint Economic Committee has estimated that
nearly 40 percent of private plans that cur-
rently provide prescription drug coverage to
seniors will stop providing such coverage if
this plan is enacted. This number is certain to
skyrocket once the pharmaceutical companies
begin passing on any losses caused by Medi-
care price controls to private plans.

Furthermore, these private plans will be
subject to government regulations. Thus, even
seniors who are able to maintain their private
coverage will fall under federal control. Thus,
H.R. 1 will reduce the access of many seniors
to the prescription drugs of their choice!

Setting up a system where by many of
those currently receiving private coverage are
hired into the government program exacer-
bates one of the major problems with this bill:
it hastens the bankruptcy of the Medicare pro-
gram and the federal government. According
to Medicare Trustee, and professor of eco-
nomics at Texas A&M University, Tom Saving,
the costs of this bill could eventually amount
to two-thirds of the current public-held debt of
$3.8 trillion! Of course, estimates such as this
often widely underestimate the costs of gov-
ernment programs. For example, in 1965, the
government estimate that the Medicare Part B
hospitalization program would cost $9 billion in
1990, but Medicare Part B costs $66 billion in
1990!

This new spending comes on top of recent
increases in spending for “homeland security,”
foreign aid, federal education programs, and
new welfare initiatives, such as those trans-
forming churches into agents of the welfare
state. In addition we have launched a seem-
ingly endless program of global reconstruction
to spread “democratic capitalism.” The need
to limit spending is never seriously discussed:
it is simply assumed that Congress can spend
whatever it wants and rely on the Federal Re-
serve to bail us out of trouble. This is a pre-
scription for disaster.

At the least, we should be debating whether
to spend on warfare or welfare and choosing
between corporate welfare and welfare for the
poor instead of simply increasing spending on
every program. While | would much rather
spend federal monies on prescription drugs
then another unconstitutional war, increasing
spending on any program without cor-
responding spending reductions endangers
our nation’s economic future.

Congress further exacerbates the fiscal
problems created by this bill by failing to take
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any steps to reform the government policies
responsible for the skyrocketing costs of pre-
scription drugs. Congress should help all
Americans by reforming federal patent laws
and FDA policies, which provide certain large
pharmaceutical companies a government-
granted monopoly over pharmaceutical prod-
ucts. Perhaps the most important thing Con-
gress can do to reduce pharmaceutical poli-
cies is liberalize the regulations surrounding
the reimportation of FDA-Approved pharma-
ceuticals.

As a representative of an area near the
Texas-Mexico border, | often hear from angry
constituents who cannot purchase inexpensive
quality imported pharmaceuticals in their local
drug store. Some of these constituents regu-
larly travel to Mexico on their own to purchase
pharmaceuticals. It is an outrage that my con-
stituents are being denied the opportunity to
benefit from a true free market in pharma-
ceuticals by their own government.

Supporters of H.R. 1 claim that this bill does
liberalize the rules governing the importation
of prescription drugs. However, H.R. 1’s im-
portation provision allows the Secretary of
Health and Human Services to arbitrarily re-
strict the ability of American consumers to im-
port prescription drugs—and HHS Secretary
Thompson has already gone on record as de-
termined to do all he can to block a free trade
in pharmaceuticals! Thus, the importation lan-
guage in H.R. 1 is a smokescreen designed to
fool the gullible into thinking Congress is act-
ing to create a free market in pharmaceuticals.

The alternative suffers from the same flaws,
and will have the same (if not worse) negative
consequences for seniors as will H.R. 1.
There are only two differences between the
two: First, under the alternative, seniors will
not be able to choice to have a federally sub-
sidized HMO bureaucrat deny them their
choice of prescription drugs; instead, seniors
will have to accept the control of bureaucrats
at the Center for Medicare and Medicaid Serv-
ices (CMS). Second, the alternative is even
more fiscally irresponsible than H.R. 1.

Mr. Speaker, our seniors deserve better
than a “choice” between whether a private or
a public sector bureaucrat will control their
health care. Meaningful prescription drug leg-
islation should be based on the principles of
maximum choice and flexibility for senior citi-
zens. For example, my H.R. 1617 provides
seniors the ability to use Medicare dollars to
cover the costs of prescription drugs in a man-
ner that increases seniors’ control over their
own health care.

H.R. 1617 removes the numerical limitations
and sunset provisions in the Medicare Medical
Savings Accounts (MSA) program. Medicare
MSAs consist of a special saving account con-
taining Medicare funds for seniors to use for
their routine medical expenses, including pre-
scription drug costs. Unlike the plans con-
tained in H.R. 4504, and the Democratic alter-
native, Medicare MSAs allow seniors to use
Medicare funds to obtain the prescription
drugs that fit their unique needs. Medicare
MSAs also allow seniors to use Medicare
funds for other services not available under
traditional Medicare, such as mammograms.

Medicare MSAs will also ensure that seniors
have access to a wide variety of health care
services by minimizing the role of the federal
bureaucracy. As many of my colleagues know,
an increasing number of health care providers
have withdrawn from the Medicare program
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because of the paperwork burden and con-
stant interference with their practice by bu-
reaucrats from the Center for Medicare and
Medicaid Services. The MSA program frees
seniors and providers from this burden, thus
making it more likely that quality providers will
remain in the Medicare program!

There are claims that this bill provides sen-
iors access to MSAs. lt is true that this bill lifts
the numerical caps on Medicare MSAs; how-
ever, it also imposes price controls and bu-
reaucratic requirements on MSA programs.
Thus, the MSAs contained in this bill do noth-
ing to free seniors and health care providers
from third party control of health care deci-
sions!

Mr. Speaker, seniors should not be treated
like children by the federal government and
told what health care services they can and
cannot have. We in Congress have a duty to
preserve and protect the Medicare trust fund.
We must keep the promise to America’s sen-
iors and working Americans, whose taxes fi-
nance Medicare, that they will have quality
health care in their golden years. However, we
also have a duty to make sure that seniors
can get the health care that suits their needs,
instead of being forced into a cookie cutter
program designed by Washington, DC-based
bureaucrats! Medicare MSAs are a good first
step toward allowing seniors the freedom to
control their own health care.

Finally, Mr. Speaker, | would like to com-
ment on the procedure under which this will
was brought before the House. Last week, the
committees with jurisdiction passed two sepa-
rate, but similar Medicare prescription drug
bills. In the middle of last night, the two bills
were merged to produce H.R. 1. The bills re-
ported out of Committee were each less than
400 pages, yet the bill we are voting on today
is 692 pages. So in the middle of the night,
the bill mysteriously doubled in size! Once
again, members are asked to vote on a signifi-
cant piece of legislation with far reaching ef-
fects on the American people without having
had the chance to read, study, or even see
major portions of the bill.

In conclusion, Mr. Speaker, both H.R. 1 and
the alternative force seniors to cede control
over which prescription medicines they may
receive. The only difference between them is
that H.R. 1 gives federally funded HMO bu-
reaucrats control over seniors’ prescription
drugs, whereas the alternative gives govern-
ment functionaries the power to tell seniors
which prescription drug they can (and can't)
have. Congress can, and must, do better for
our Nation’s seniors, by rejecting this com-
mand-and-control approach. Instead, Con-
gress should give seniors the ability to use
Medicare funds to pay for the prescription
drugs of their choice by passing my legislation
that gives all seniors access to Medicare Med-
ical Savings Accounts.

Mr. THORNBERRY. Mr. Speaker, health
care is an important but complex issue for
Congress and for America’s seniors. Two
facts, however, seem clear:

One fact is that Medicare is currently head-
ed toward financial collapse. The last report of
the Medicare trustees shows that in nine years
the income of the Medicare trust fund will not
be enough to cover its expenses. After that,
the problem gets much worse with the retire-
ment of the baby boom generation.

A second clear fact is that Medicare was
enacted in 1965 and has been largely un-
changed since then. It does not reflect modern





