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mother. She would wonder whether the
system we created is fair. And she
would be right; it probably would not
be fair.

What do we try to do about this? It is
not perfect, but I think it is a major ef-
fort, and I think it is a good effort.

First, all Medicare beneficiaries who
are enrolled in the new drug program
will be combined for purposes of calcu-
lating premiums and payments to
plans, regardless of whether those
beneficiaries are in fee for service, en-
rolled in a drug-only plan, or whether
they are enrolled in a private PPO or
HMO. All senior citizens who are en-
rolled in Medicare will be combined for
the purposes of calculating premiums
and payments to plans, regardless.

Mr. ALLEN. Mr. President, will my
good colleague from the State of Mon-
tana please yield for the purpose of an
introduction of an esteemed guest? 1
know this is very important, but I ask
if he will yield for a moment.

Mr. BAUCUS. Mr. President, I yield 1
minute to the Senator from Virginia.

The PRESIDING OFFICER. The Sen-
ator from Virginia.

————

VISIT TO THE SENATE BY THE
HONORABLE PATRICK COX,
PRESIDENT OF THE EUROPEAN
PARLIAMENT

Mr. ALLEN. I thank the Senator be-
cause I know he is talking about a very
important issue to all the people of
America.

I do have the honor of presenting to
my Senate colleagues the Honorable
Patrick Cox, who is the President of
the European Parliament. As my col-
leagues know, the European Par-
liament is the only directly elected
body in the European Union and the
only popularly elected international
assembly in the entire world.

Every 5 years, Europe’s 375 million
citizens have the chance to vote for 626
representatives. President Cox’s posi-
tion is the equivalent of the Speaker of
the House and the President of the
Senate combined. So he is TED STE-
VENS and DENNY HASTERT together.

I appreciate the indulgence of the
Senator from Montana, and I request
my colleagues to take a moment to in-
troduce themselves to President Cox
because we do have so many trans-
atlantic bonds, not only philosophi-
cally but also economically for jobs.

I yield the floor.

Mr. BAUCUS. We are very honored to
have our guest. I don’t know how long
he wants to stay. There are so many
transatlantic issues we can address.

I see my very good colleague from
Iowa in the Chamber, and we have lots
of agricultural issues. We would also
like to learn from Europe about Euro-
pean health care systems. I am sure
there are provisions in Europe we could
look at and adopt. No country has a
monopoly on good ideas and no region
of the country has a monopoly on good
ideas.

I urge our guest to stay as long as he
possibly can and hopefully have time
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to converse over some of these issues
so we can get a better idea of how we
can resolve some of these huge issues,
including agricultural and other trade
issues. We all know the more we work
together, the better we will be on both
sides of the Atlantic.

Mr. ALLEN. Thank you, Mr. Presi-
dent.

PRESCRIPTION DRUG AND MEDI-
CARE IMPROVEMENT ACT OF
2003—CONTINUED

Mr. BAUCUS. I have been explaining
various provisions in the bill that I
think largely address concerns that
some on the Democrat side have and I
suppose on the Republican side of the
aisle, too; namely, potential premium
variation. Premiums that seniors pay
might vary. Much confusion might
occur for seniors and anyone else in-
volved in prescription drug benefits
that would be distributed under this
legislation.

As I mentioned, the actuaries say
there should not be much change. Also,
the risk pool will include all Medicare
beneficiaries, ensuring an adequate
number of low-drug-cost beneficiaries
will be able to subsidize the few bene-
ficiaries with the high drug costs. Al-
ready, there is a huge risk pool. There
is kind of a cross subsidization. Those
with very low drug costs will help pay
for those much higher costs of other
seniors. The larger risk pool will pre-
vent premium variation because we use
the whole pool.

In addition, the bill will calculate
Federal contributions toward plan pre-
miums based on the national average
of all plan bids. This contribution is
then adjusted geographically for dif-
ferences in prices. This is a so-called
geographic adjustor. We want to make
sure one part of the country is not dis-
criminated against compared to an-
other part of the country or vice versa,
and we included the geographic adjust-
ment on prices.

We have not included so far, because
it is difficult to calculate, geographic
adjustment based on utilization. As we
know, in some parts of the country
there is more utilization. That is a
fancy term for saying there is a lot
more care given to people than in other
parts of the country. More care, the
greater utilization, tends to be in parts
of the country with more hospitals,
more specialty health care providers.

There is an interesting study I urge
my colleagues to read by Dr.
Wennberg. I have not found anyone
who refutes it. Looking at the country
as a whole, there are parts of the coun-
try where utilization is twice as high
and more than twice as high as other
parts of the country. People, because of
where they live, get twice as much
health care in some parts of the coun-
try than in other parts of the country.
This is adjusted for age, for race, for
gender. It is adjusted for all the factors
that can possibly be thought of.

The more interesting part of this
study, even though some parts of the
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country get twice as much health care
as other parts of the country—and it is
because there are twice as many doc-
tors or hospitals in some parts of the
country as in others—the interesting
part of the study is, the actual care
given is no better, and in fact in some
cases it is worse. That is, if you get
twice as much health care, that is,
twice as many visits to the doctor or
the hospital, particularly for chronic
diseases, you will not be twice as
healthy; you will not be any healthier,
on average, than you will be in parts of
the country where there is less utiliza-
tion.

The point is that we are trying to ad-
just, as I mentioned earlier, and have a
geographic adjustment based on the
costs. We have not yet figured out a
way to adjust for different utilization
mainly because, when it comes to pre-
scription drug benefits for seniors,
there is virtually no data because we
have not had prescription drug benefits
for seniors yet. Obviously, it is hard to
get the data if we have not had the pro-
gram.

There are other provisions in the bill
that enable us to get more data, so
fairly quickly we can get better utili-
zation data and therefore have a geo-
graphic adjustment based not only on
price but also on utilization. That will
go a long way to address some of the
concerns people have about potential
premium variation and complexity.
When we get that data, as I said, we
will have a lot more information, but
there is enough information already to
have the effect of minimizing concern
about premium variations.

There is another provision in the bill
to help address this potential problem.
That is, we have included in this bill a
provision based on the Federal Employ-
ees Health Benefits Program-—other-
wise known as FEHBP—that prohibits
plans from changing premiums that are
unreasonably higher than the costs of
the benefits provider. In other words,
plans are prohibited from price
gouging. That standard currently is in
the law with respect to the FEHBP
plan. That is in the law. There is a pro-
vision in current law that prohibits the
FEHBP plans from charging premiums
that are unreasonably higher than the
cost that has been provided. I believe
that same provision as applied to pre-
scription drug pricing is an additional
guarantee against gouging and cer-

tainly against unconscionable pre-
mium variation.
Finally, this bill allows the Sec-

retary to refuse to contract with the
plan. That is in the bill. Maybe a plan
leans toward enrolling healthier bene-
ficiaries. Maybe the Secretary deter-
mines that this plan is not a good
actor; this plan is price gouging; this
plan is engaging in cherrypicking; it is
engaging in adverse selection at the ex-
pense of an American; or maybe it
seems less committed to staying in the
program; maybe there is a shady oper-
ation; who knows, maybe it seems
more likely to drop out fairly quickly
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