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OPENING STATEMENT OF SENATOR ARLEN SPECTER

Senator SPECTER. Good morning, ladies and gentlemen. The
hearing of the Appropriations Subcommittee of Labor, Health,
Human Services, and Education will now proceed.

Our witness today will be the Secretary of HHS, Secretary
Tommy Thompson, the 19th Secretary of the Department which
oversees the health and welfare of the Nation.

The administration budget has proposed a discretionary account
for the Department of Health and Human Services of some $60.7
billion which constitutes an increase of $514 million over the fiscal
year 2003 level, which, as obvious, does not even account for an in-
flationary increase.

This Department has some of the most important funding in our
Nation, spanning medical research and Head Start and the low-in-
come health and energy costs, known as LIHEAP, and a broad
range of very, very important programs. It is, as usual, a very dif-
ficult matter in allocating the resources which this subcommittee
has for three Departments, the Department of Education, the De-
partment of Labor, in addition to this Department.

There is special concern about a number of lines. The Centers for
Disease Control, which is being asked to take on additional respon-
sibilities, as we speak, with this outbreak in China. The National
Institutes of Health, which have had extraordinary results, have
been limited in this year’s suggested funding by the administration
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to a $673 million increase, which is a sharp decrease from the $3.5
billion increase which the administration requested last year,
which really was a commentary on the phenomenal results which
NIH had. But we will be wrestling with these issues.

We appreciate the appearance of the Secretary today. To give the
maximum time for the Secretary’s comments, we will begin at this
point.

Secretary Thompson began his public service back in 1966 as a
representative in the Wisconsin State Assembly. He served as Gov-
ernor of Wisconsin from 1987 to 2000, the longest-serving Governor
in Wisconsin history, well known for his innovative activities in the
welfare system and expanding health care access to low-income
children and families. He was chairman of the National Governor’s
Association, the Education Commissioner of the States and Mid-
western Governors Conference. Both of his degrees, bachelor and
J.D., come from the University of Wisconsin at Madison.

Thank you for joining us, Mr. Secretary, and we look forward to
your testimony.

SUMMARY STATEMENT OF HON. TOMMY G. THOMPSON

Secretary THOMPSON. Thank you so very much, Mr. Chairman.
I want to thank you at the outset for your passion, for your leader-
ship on so many issues that are very important to the future of the
health care and well-being of Americans, and I thank you for that
leadership.

I am sorry Mr. Harkin is not here, but I also want to extend my
appreciation to him as well.

Thank you so very much, Senator Specter, for inviting me to tes-
tify today.

In my first 2 years at the Department, we have made, I believe,
tremendous progress in our efforts to improve the health, the safe-
ty, and the well-being of the American people. We continue to make
extraordinary progress in providing health care to lower-income
Americans through waiver and State plan amendments granted to
States. We have been able to expand access to health coverage for
more than 2.2 million individuals and have expanded the range of
benefits offered to an additional 6.7 million other Americans.

To build on this progress, the President proposed outlays for
HHS of $539 billion. $539 billion represents an increase of $36.8
million, or 7 percent over last year’s request, an increase of more
than $109 billion, or 25 percent, since 2001.

The discretionary part of the budget increases $1.64 billion, or
2.6 percent, to $65 billion of budget authority. This would be $606
million, or 1.5 percent, higher than what was enacted by the Con-
gress in the fiscal year 2003 appropriation bill.

$539 billion is a large number, and I have a solemn responsi-
bility as Secretary to make sure that every one of those dollars is
put to good use. I owe it to the people who pay the taxes, and I
owe it to the people who consume the services.

One way to ensure that these dollars are effective is to work with
you, Senator Specter, and Senator Harkin and other committee
members and other committees to improve and strengthen our two
largest health programs, Medicare and Medicaid. I discuss these
programs in my written testimony.
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We are also making progress in keeping health care costs down
and preventing chronic diseases by encouraging Americans to lead
healthier lives. We have all heard the disturbing news about the
prevalence of diabetes, obesity, and asthma that could be prevented
through simple lifestyle changes. Diabetes alone costs the Nation
nearly $132 billion each year in direct medical and indirect eco-
nomic costs. Yet, modest lifestyle changes, such as getting more ex-
ercise and losing weight, can reduce the risk of this and other dis-
eases dramatically.

The HHS budget, consistent with the President’s HealthierUS ef-
fort, proposes a coordinated Department-wide effort, Steps to a
HealthierUS, to promote healthier lifestyles, emphasizing preven-
tion of obesity, diabetes, asthma, heart disease, stroke, and cancer.
The fiscal year 2004 budget includes an investment of $125 million
for targeted disease prevention.

In order to improve patient safety, which I know, Senator Spec-
ter, you have been an advocate and leader on, the Food and Drug
Administration is proposing two new rules to prevent errors with
medication.

The first of these proposals will require bar-coding on almost all
pharmaceuticals and blood products. This rule would help reduce
the number of medication errors by allowing health care profes-
sionals to use bar-code scanning equipment to verify that the right
drug in the right dose is given to the right patient at the right
time.

We also support the creation of patient safety organizations in
order to collect data that can improve procedures and prevent er-
rors.

And thanks to your strong support, Mr. Chairman, we recently
completed a doubling of the budget of the National Institutes of
Health. This year we continue that commitment with a budget of
$27.7 billion, a net increase of $549 million over last year.

But as a result of one-time projects that were funded in fiscal
year 2003 and not needing to be refinanced, actual NIH research
investment will rise by $1.9 billion, or 7.5 percent.

I would like to focus the remainder of my remarks this morning
on a topic that is probably on everyone’s mind this week, and that
is bioterrorism. I would like to offer to you, Mr. Chairman, and
members of the committee, an opportunity to come over to the De-
partment at your choosing to see our new bioterrorism communica-
tions center. It is state of the art, and it is one that you would ap-
preciate if you would come over and have an opportunity to see.

The attacks on September 11 made it clear that the threat of ter-
ror is more grave and more imminent than at any time in modern
history. Anthrax attacks make it clear that the threat of terrorism
includes weapons of unprecedented power and ingenuity, and the
proliferation of weapons of mass destruction in the hands of outlaw
regimes makes it even more urgent that we prepare for a growing
variety of threats.

We have already done a great deal, and the United States today
is better prepared than ever to meet and be able to respond to the
threat of a terrorist attack with a biological, chemical, radiological,
or nuclear agent.
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The National Stockpile of Medical Countermeasures is large and
getting more extensive all the time. But that stockpile may not be
enough. Unfortunately, the medical treatment available for many
pathogens have improved very little in decades. The smallpox vac-
cines available today hardly differ from those of the 1960s. Some
treatments for radiation and chemical exposure have not changed
much since the 1970s, and some diseases, such as ebola, have
never had an effective medical countermeasure. These diseases
lack effective or modern treatment in part because they are so rare.

By contrast, the treatment of the vast majority of common, natu-
rally occurring illnesses have been able to be improved dramati-
cally as a result of ongoing innovations from biomedical research
and development. Heart attacks were often fatal in the 1970s, but
they are much less so today. And better detection and therapeutic
options have significantly improved survival rates for many kinds
of cancer over the last 20 years.

We must bring that sort of progress to the rare, yet deadly
threats which are posed by bioterrorists, and that is why President
Bush, with the help of my Department, has been able to announce
Project Bioshield. He would spend roughly $6 billion over 10 years
on new countermeasures to prepare America for a bioterrorist at-
tack. This proposal would speed up research and approval of vac-
cines and treatments and ensure a guaranteed funding source for
their purchase, just the latest in our forward-looking efforts to pro-
tect the homeland.

Our Department is doing well at getting bioterrorism money out
to State governments in many cases faster than they are able to
spend it.

So as we speak, Mr. Chairman, researchers are working to iden-
tify the cause of the recent cases of what has been called severe
acute respiratory syndrome. While we have no reason to think that
this syndrome is related to influenza, the appearance of similar
symptoms in scattered locations reminds us that this is the way an
influenza pandemic might start.

The President’s budget foresaw and prepared for an influenza
outbreak. It proposes to spend $100 million to ensure the Nation
has an adequate supply of influenza vaccine in the event of a pan-
demic. And due to the constant changes in the circulating influenza
strains, we cannot stockpile influenza vaccine, and the current
manufacturing methods could not meet the Nation’s needs in the
event of a pandemic. Funds will be used for activities to ensure a
year-around influenza vaccine production capacity and development
and implementation of rapidly expandable production technologies.
We will work closely with industry to accomplish these goals.

The President has made improving our Nation’s health and
health care one of his biggest priorities for this year. By working
together, we can make it one of our proudest achievements.

I look forward to working with you, Mr. Chairman, Senator Har-
kin, as well as Senator Craig, and all members of this committee,
and I know our discussion this morning will certainly proceed and
allow those things to be initiated.
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PREPARED STATEMENT

I thank you, Mr. Chairman, and I would also, once again, invite
you and other members of the committee to come over to the De-
partment and see our very modern, state-of-the-art communications
system that will allow us to better respond to any bioterrorist at-
tack that may take place in this country. Thank you again for giv-
ing me this opportunity to appear in front of you, Senator.

[The statement follows:]

PREPARED STATEMENT OF ToMMY G. THOMPSON

Good morning Mr. Chairman, Senator Harkin and members of the committee. I
am honored to be here today to present to you the President’s fiscal year 2004 budg-
et for the Department of Health and Human Services (HHS). I am certain you will
find that, viewed in its entirety, our budget will help improve the health and safety
of our Nation. Before I discuss the fiscal year 2004 budget, I would like to thank
the committee for its hard work and dedication to the programs at HHS.

Our fiscal year 2004 request totals $539 billion in outlays, approximately 7.3 per-
cent over the fiscal year 2003 budget. The discretionary budget authority portion of
the HHS budget, before this committee, totals $60.7 billion, which is an increase of
approximately $1.5 billion, or 2.6 percent over the fiscal year 2003 President’s Budg-
et and an increase of approximately $514 million, or 0.9 percent over the fiscal year
2003 enacted appropriation. Mandatory outlays for HHS total $475.9 billion in this
budget proposal, an increase in excess of 7 percent.

The budget proposed by the President for HHS will enable the Department to con-
tinue its important work with our partners at the State and local levels and the
newly created Department of Homeland Security. Working together, we will hold
fast to our commitment to protecting our Nation and ensuring the health and well-
being of all Americans. Many of our programs at HHS provide necessary services
that contribute to fighting the war on terrorism and provide us with a more secure
future. And, I am particularly focused on preparedness at the State and local level,
HHS’s ability to respond rapidly to a bioterrorist attack, research on and develop-
ment of vaccines and other therapies to counter potential bioterrorist attacks, and
ensuring the safety of our food supply.

The President’s fiscal year 2004 budget request also continues to support the
needs of the American people by strengthening and improving Medicare and Med-
icaid; enhancing Temporary Assistance for Needy Families (TANF) and Foster Care;
strengthening the Child Support Enforcement Program; and furthering the reach of
the President’s New Freedom Initiative.

The support of your committee is vital to achieving many of the Administration’s
most important priorities. I am grateful for the close partnership we have enjoyed
in the past, and I look forward to working with you again on an aggressive appro-
priations agenda to advance the health and well being of millions of Americans.
Today, I would like to highlight for you the key issues in the President’s budget.

SUPPORTING THE PRESIDENT’S DISEASE PREVENTION INITIATIVE

One of the most important issues on which we can work together is chronic dis-
ease prevention. We all have heard the disturbing news about the prevalence of dia-
betes, obesity, and asthma that could be prevented through simple lifestyle changes.
The statistics, I am sure, are as alarming to you as they are to me. For example,
the incidence of diabetes and obesity among Americans is up sharply in the past
decade, putting millions more Americans at higher risk for heart disease, stroke and
other related medical conditions.

Diabetes alone costs the Nation nearly $132 billion each year in direct medical
costs and in indirect economic costs, including disability, missed work, and pre-
mature death. Medical studies have shown that modest lifestyle changes—such as
getting more exercise and losing weight—can reduce an individual’s risks for devel-
oping this serious health conditions.

The HHS budget, consistent with the President’s HealthierUS effort, proposes a
coordinated, Department-wide endeavor—Steps to a HealthierUS—to promote
healthier lifestyles emphasizing prevention of obesity, diabetes, asthma, heart dis-
ease, stroke, and cancer. The fiscal year 2004 budget includes an investment of $125
million for targeted disease prevention.
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IMPROVING THE NATION’S HEALTH

Of all the issues confronting this Department, none has a more direct impact on
the well being of our citizens than the health of our Nation. Our budget makes a
concerted effort to improve the health of the American people by taking significant
steps that include: reducing prescription drug-related medical costs, financing vac-
cines, investing in hospital information technology, and continuing the effort to in-
crease and expand the number of Health Centers.

The budget includes initiatives that will carry out the Best Pharmaceuticals for
Children Act (BPCA) and alleviate drug-related medical costs. My budget request
for NIH includes an additional $25 million, for a total of up to $50 million, to im-
prove information available for prescribing pharmaceuticals to children. NIH is fo-
cusing its efforts on drugs that are no longer under patent. The request for the Food
and Drug Administration (FDA) includes %12.3 million to increase Americans’ access
to safe, effective, and less expensive generic drugs and a $1 million increase to ex-
pand the range of drugs available over-the-counter.

The HHS budget includes a series of improvements in the financing of childhood
vaccines to meet three goals—(1) improve vaccine access for currently eligible chil-
dren, (2) restore tetanus and diphtheria booster vaccines (Td, DT) to the Vaccines
for Children (VFC) program, and (3) build a national stockpile of childhood vaccines.
Legislation will be proposed to improve access to VFC vaccines for children already
entitles to them. The budget proposes to expand the number of access points for
underinsured children—those whose private insurance does not cover the immuniza-
tions—by allowing them to receive their VFC vaccines at State and local public
health clinics. To help protect against future shortages, HHS will, starting in fiscal
year 2003, develop a stockpiling strategic plan and begin building a vendor-man-
aged, 6-month supply of all childhood vaccines to be completed by 2006. The budget
includes $707 million in fiscal year 2003 to 2006 for the stockpile. Under current-
law we can stockpile these vaccines. I also propose to restore the tetanus and diph-
theria booster shots to the VFC program by removing outdated price caps that are
so low for some vaccines that vendors will not bid on VFC contracts.

The budget also contains $100 million to ensure the nation has an adequate sup-
ply of influenza vaccine in the event of a pandemic. Due to the constant changes
in the circulating influenza strains, we cannot stockpile influenza vaccine, and the
current manufacturing methods could not meet the Nation’s needs in the event of
a pandemic. Funds will be used for activities to ensure a year-round influenza vac-
cine production capacity and the development and implementation of rapidly ex-
pandable production technologies. We will work closely with industry to accomplish
these goals.

Senator Specter, you were instrumental in ensuring that patient safety is a pri-
mary focus of AHRQ’s research portfolio. In fiscal year 2001, we made awards to
94 grantees in five areas to begin the first of three years of research to improve pa-
tient safety across healthcare settings. Nearly half of these demonstration projects
are focusing on the use of computers and information technology to prevent medical
errors and to improve reporting of medical errors data Through these projects,
grantees are piloting potential error-reducing technologies like personal digital as-
sistants (PDAs) for electronic prescription writing, as well as Computerized Physi-
cian Order Entry (CPOE), a technology that helps to ensure that patients receive
the right medication, at the right dose, at the right time. As a result of these
projects, AHRQ’s first step in improving patient safety has been to demonstrate the
efficacy of certain interventions in reducing medical errors.

Our next step must be to take what we have learned and disseminate it to
healthcare providers and networks. We are putting $50 million into a new program
at AHRQ that will improve patient safety by increasing investments in hospital in-
formation technology. We are also making a commitment to help implement these
technologies in health systems that otherwise may not be able to make the capital
investment. A focus on small community and rural hospitals will help to bridge the
so-called “digital divide” by helping these hospitals catch up with those that are fur-
ther along.

AHRQ’s budget proposal also includes $24 million for ongoing activities such as
the work of the Patient Safety Task Force and the Patient Safety Data Reporting
System integration efforts, as well as plans to initiate challenge grants and a pa-
tient safety improvement corps; a $10 million increase for the expansion and en-
hancement of information collected in the U.S. Census Bureau’s Current Population
Survey; and a $2 million increase to improve the usability and timeliness of Medical
Expenditure Panel Surveys (MEPS) data and help sustain prior year enhancements
to the sample size and content of surveys that collect information from medical pro-
viders, insurers, and households.
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We must do everything within our abilities to address the disparities in health
care in this Nation. The fiscal year 2004 budget proposes numerous activities to ad-
dress and alleviate health inequities. Programs that cut across various HHS agen-
cies strive toward bettering the health of our Nation.

The fiscal year 2004 budget continues the third year of the President’s multi-year
initiative to expand access to care for millions of Americans especially those who
are uninsured. The budget includes $1.6 billion, a $122 million increase, to provide
primary and preventive health care services to nearly 14 million individuals. Almost
40 percent of the patients treated at health centers have no insurance coverage and
many others have inadequate coverage. These health centers are located in our most
underserved communities. Over half are in rural America. In support of the Health
Center Initiative, the President is also seeking to expand the National Health Serv-
ice Corps by adding $42 million to increase the number of health care providers in
rural and underserved areas, to a total field strength of 4,300 people; and provide
for 2,400 loan repayments and scholarships.

In addition to childhood immunization, the fiscal year 2004 President’s budget for
the Centers for Disease Control and Prevention (CDC) requests programmatic in-
creases in several areas. I am seeking a $12 million increase for the breast and cer-
vical cancer program, which supports screenings for low-income, underinsured, and
uninsured women between the ages of 50-64, and $5 million to expand School
Health Programs to reduce health risks such as tobacco use, poor eating habits and
obesity. The budget also includes an increase of $10 million for a Public Health In-
formation Network (PHIN) to integrate and expand CDC’s existing networks to es-
tablish a consistent exchange of information between public health partners.

The Substance Abuse and Mental Health Services Administration’s proposed
budget is $3.4 billion, a net program level increase of $198 million over fiscal year
2003. As part of the President’s Drug Treatment Initiative, the budget includes $200
million in fiscal year 2004, a total of $600 million over three years, to establish a
new competitive State substance abuse voucher program. This program will assist
100,000 Americans in the first year in obtaining the critical alcohol and drug treat-
ment services they need but lack access to. This effort complements existing alcohol
and drug abuse treatment programs by providing consumer choice and broadening
the base of treatment providers to include more faith-based providers. Through this
new program individuals seeking drug and alcohol treatment and support services
will be assessed and then receive a voucher to pay for appropriate community treat-
ment programs. This program will require accountability by linking payment to pro-
viders to demonstrated treatment effectiveness measured by abstinence from alcohol
and drug use after treatment.

The fiscal year 2004 request also includes an increase of $31 million for the Sub-
stance Abuse Block Grant. The Block Grant will provide drug treatment services to
400,000 persons. In the area of mental health, we propose $107 million, an increase
of $9 million, for Children’s Mental Health Services to serve a total of 17,000 chil-
dren and adolescents with serious mental and emotional disorders along with their
families. We are also requesting $50 million, an additional $7 million, for Projects
for Assistance in Transition from Homelessness to serve a total of 147,000 homeless
individuals. These funds link efforts to move homeless individuals off the streets by
providing them with mental health services and substance abuse treatment.

FIGHTING HIV/AIDS

HIV/AIDS is one of the most serious challenges facing humanity. No country has
been spared. Some have faced widespread devastation. All have citizens whose lives
have been destroyed by this horrible disease. Our commitment to ending this pan-
demic is strong and unwavering. The fiscal year 2004 budget for HHS includes $6.4
billion in discretionary funds within HHS to combat HIV/AIDS. Within this level is
$680 million to support a variety of efforts to fight HIV/AIDS in developing nations.
For example, our budget includes $150 million to support the Mother-to-Child trans-
mission of HIV/AIDS prevention initiative. This initiative seeks to treat approxi-
mately one million women annually in developing countries in order to reduce trans-
mission of HIV to their children by 40 percent. This is an integral part of the Presi-
dent’s Emergency Plan for AIDS Relief, which seeks to stem the death toll from
AIDS. Currently, demographers project that, absent strong action, life expectancy
will fall from 66 to 33 years in Zambia and from 70 to 40 years in Zimbabwe.

The budget also, includes $2 billion for life sustaining care and services for over
530,000 Americans under the Ryan White CARE Act. The Ryan White programs
target our resources toward the development of an effective service delivery system
by partnering with States, heavily impacted metropolitan areas, faith-based and
community-based providers and academic institutions. Our budget includes $739
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million to provide drug therapies to approximately 159,000 individuals. These funds
will provide Americans living with HIV/AIDS a lifeline to care who might otherwise
have to choose between expensive medical treatments and other necessities. These
funds will help eliminate those difficult decisions.

MAINTAINING OUR INVESTMENT IN BIOMEDICAL RESEARCH

I commend you, Mr. Chairman, Senator Harkin, and this Subcommittee, for your
unwavering commitment to doubling the budget for the National Institutes of
Health. After five years of outstanding growth that doubled the NIH budget, the fis-
cal year 2004 Budget provides a significant investment to ensure that the momen-
tum gained over the last five years is sustained. We have developed a plan that
would increase funding for on-going research by about $2 billion, approximately +7
percent. The fiscal year 2004 budget totals $27.9 billion, a net increase of $718 mil-
lion above the fiscal year 2003 enacted appropriation. Within the NIH Budget, re-
search grows much more rapidly, as a result of redirecting one-time project cost sav-
ings into new biomedical research funding. NIH will fund a record number of new
and competing research grants. Advances in scientific knowledge have provided the
foundation for improvement in public health and have led to enhanced health and
quality of life for all Americans. Much of this can be attributed to the ground break-
ing work carried on by, and funded by, the National Institutes of Health. Some addi-
tional highlights of NIH funding include:

—Over $15 billion to fund an expected record number of research project grants
(at lea;st 10,500 for competing grants and a total of approximately 39,500
grants);

—An increase of $25 million for a total of $50 million for pediatric drug use stud-
ies;

—An increase of $50 million for Type 1 diabetes research ($150 million total in
mandatory appropriation); and

—An increase of $25 million for NIH’s new strategic biomedical research “road-
map”.

FIGHTING BIOTERRORISM

Mr. Chairman, as Americans confront the realities of terrorism and hostilities
around us, it is imperative that the Federal Government be prepared to keep our
citizens safe and healthy.

HHS’s $3.6 billion bioterrorism budget substantially expands ongoing medical re-
search, strengthens State and local preparedness and targets investments to protect
our food supply. State and local public health preparedness activities funded by the
Centers for Disease Control and Prevention (CDC) and hospital preparedness efforts
supported by the Health Resources and Services Administration (HRSA) would re-
ceive a total of $1.5 billion. The President’s proposal significantly increases ongoing
biodefense research at the National Institutes of Health (NIH). The budget includes
a total of $1.6 billion for basic research on the biology of microbial agents with bio-
terrorism potential and applied research on the development of new or improved
diagnostics, vaccines, and therapies. We propose increasing support for bioterrorism
education for clinicians by $32 million, for a total of $60 million, to provide incen-
tives for 25 medical and health professions curricula reform projects and provide
continuing education to 65,000 health care providers on the diagnosis, treatment,
and reporting of diseases that can be caused by the intentional release of a biologi-
cal agent. The bioterrorism budget also includes initiatives to improve food safety:
$15.5 million targeted on newly authorized activities, including registration of do-
mestic and foreign food facilities and State grants to improve state food laboratories,
monitoring and inspections; and an additional $5 million for improving information
exchange with State food laboratories on food pathogens.

HHS, in cooperation with the Department of Homeland Security, will spearhead
the development of Project Bioshield. This project, which the President recently an-
nounced, will bring together the scientific and fiscal resources of the United States
government in an innovative effort to develop medical countermeasures against bio-
terror before they are ever needed. Project Bioshield will have three (3) major goals:

—To ensure that sufficient resources are available to procure the next-generation

countermeasures. A guaranteed funding source must be available to enable the
government to purchase vaccines and other therapies as soon as experts believe
they can be made and will be safe and effective, and spur industry investment
in the development of these vaccines/therapies.

—To Accelerate NIH research and development. This involves providing more

ﬂexﬂole contracting process and procurement authorities for critical biodefense
work.
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—To make promising treatments available more quickly for use in emergencies.
This means establishing a new FDA Emergency Use Authorization that would
permit greater flexibility and latitude than the current Investigational New
Drug (IND) authority in the use of promising medical countermeasures that are
under development in emergency situations.

While funding for the next generation countermeasures will be in the new Depart-
ment of Homeland Security (DHS), HHS will provide the scientific direction, and
will be responsible for the actual procurements. Furthermore, HHS will continue to
manage the Strategic National Stockpile and provide the scientific and public health
direction needed to ensure that the pharmaceutical stockpiles include appropriate
amounts of vaccines, other therapeutics and emergency equipment/supplies. New
mandatory funding will also be included in DHS which will ensure that adequate
resources are available to procure new medical countermeasures once sufficient re-
search has been conducted to demonstrate that the products will be proven safe and
effective. A guaranteed funding source must be made available to industry to stimu-
late interest and investment in the development of these products. This authority
would be invoked only if there is no significant commercial market for the products.

HEAD START

Never has there been such a clear commitment on the part of Federal and State
governments to enhance the well being of children and families. Never have we
known so much about what children need for healthy growth and development.
Never have so many programs been focused on meeting these needs of our most vul-
nerable citizens. There are more resources currently available for low-income chil-
dren and families than at any other time in our nation’s history. The President’s
budget continues this commitment with a budget of $6.8 billion to provide 923,000
children Head Start services. However, not all the news is good. Children in Head
Start enter school further ahead than other economically disadvantaged children.
But unfortunately—even after 30 years—Head Start children do not enter school at
the same level as more economically advantaged children.

To strengthen the Head Start program, improve services to low-income children,
and promote the coordination and integration of comprehensive early care and edu-
cation services, President Bush is asking Congress to include in the reauthorization
of the Head Start Act a provision that will allow interested states to include Head
Start in their preschool plans. Under the President’s proposal, states are offered the
opportunity to coordinate preschool programs with Head Start programs in ex-
change for meeting certain accountability requirements. States wishing to partici-
pate must submit a state plan that addresses several fundamental issues concerning
preschool education.

FAITH BASED AND COMMUNITY INITIATIVES

In support of the President’s Faith-Based and Community Initiative, the HHS fis-
cal year 2004 budget supports programs that link faith- and community-based orga-
nizations, State and local governments, and Federal partners to provide effective
substance abuse treatment and positive youth development.

Another important program that helps some of our most vulnerable children is
the Mentoring Children of Prisoners program. We are asking for funds to be in-
creased to a total of $50 million, which would in turn be made available to faith-
based, community-based, state and local governments, tribes, and public organiza-
tions for programs that provide supportive one-on-one relationships with caring
adults to children who are more likely to succumb to substance abuse, gang activity,
early childbearing and delinquency. This down payment will help more than 30,000
adolescent children of prisoners receive guidance, have positive role models, and
give them a fighting chance to succeed.

The President’s budget also proposes $20 million for promotion and support of re-
sponsible fatherhood and healthy marriages. This funding will promote and support
involved, committed, and responsible fatherhood and encourage the formation and
stability of healthy marriages.

In addition, the budget request for the Compassion Capital Fund is $100 million,
an increase of $65 million above the fiscal year 2003 appropriation. These funds
would continue to be used to provide technical assistance to faith- and community-
based organizations to expand and emulate model social programs.

STRENGTHENING AND IMPROVING MEDICARE

Even though Medicare is not under the jurisdiction of this Committee, we are all
aware that our Nation’s Medicare program needs to be modernized and improved
to provide seniors with more choices and better benefits. While we remain stead-
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fastly committed to ensuring that America’s seniors and individuals with disabilities
can keep their current, traditional Medicare, the President is dedicating $400 billion
over ten years to provide access to subsidized prescription drug coverage, better pri-
vate options for those beneficiaries who want them, full coverage for disease preven-
tion, and better protection from high out-of-pocket costs.

Under the President’s framework, seniors happy with their coverage under tradi-
tional Medicare will be able to keep it, with added protection against high out-of-
pocket drug expenses at no additional premium. Seniors who want better coverage
will be offered the same types of plan choices available to members of Congress and
federal employees. Private plans will be available in each region of the country, in-
cluding rural areas. Plans will provide full coverage of preventive care, protection
against high out-of pocket medical costs, and cost sharing that does not penalize the
sick. Comprehensive, subsidized prescription drug coverage will be available to
those who want it for an additional premium. Low-income seniors will face no pre-
mium for drug coverage and will have only nominal cost-sharing requirements. Sen-
iors who enroll in these plans will maintain the ability to choose any doctor and
any hospital.

Seniors willing to accept a more selective provider panel will be able to enroll in
the same type of low-cost, high-coverage managed care plans available today. These
plans will offer a subsidized, comprehensive drug benefit, as well as all the addi-
tional benefits I just described. Plans can also offer extra benefits and broader cov-
erage.

STRENGTHENING AND IMPROVING MEDICAID AND SCHIP

State Health Care Partnership Allotments

Another of our mandatory initiatives that I would like to briefly highlight is our
plan to strengthen and improve Medicaid and SCHIP. Building on the successes of
the State Children’s Health Insurance Program (SCHIP) and the Health Insurance
Flexibility and Accountability (HIFA) demonstrations have shown in increasing cov-
erage while providing flexibility and reducing the administrative burden on States,
the Administration proposes optional State Health Care Partnership Allotments.
Under this proposal, States would have the option of electing to continue the cur-
rent Medicaid program or to choose partnership allotments. The allotment option
provides States an estimated $12.8 billion over seven years in extra funding over
the expected growth rate in the current Medicaid and SCHIP budgets. If a State
elects the allotments, the federal portion of the SCHIP and Medicaid funding would
be combined and states would receive two individual allotments: one for long-term
care and one for acute care. States would be required to maintain their current lev-
els of spending on Medicaid and SCHIP, but at a lower rate of increase than the
federal allotment.

States electing a partnership allotment would have to continue providing current
mandatory services for mandatory populations. For optional populations and op-
tional services, the increased flexibility of these allotments will allow each State to
tailor its provision of health benefit packages for its low-income residents. Let me
stress that this is an OPTION we are proposing for States.

New Freedom Initiative

Promoting home and community-based care as an alternative to nursing homes
for the elderly and disabled is a priority of this Administration. The New Freedom
initiative represents part of the Administration’s effort to allow Americans with dis-
abilities to be more fully integrated into their communities. Under this initiative,
we are committed to promoting the use of at-home and community-based care as
an alternative to nursing homes. The Administration will invest $350 million in fis-
cal year 2004, and $1.75 billion over 5 years on this important initiative to help sen-
iors and disabled Americans live in the setting that best supports their needs.

Transitional Medicaid Assistance (TMA)

TMA provides health coverage for former welfare recipients after they enter the
workforce. TMA allows families to remain eligible for Medicaid for up to 12 months
after they lose welfare-related Medicaid eligibility due to earnings from work. This
budget proposal would authorize the TMA program for five more years, at a cost
of $400 million in fiscal year 2004, and $2.4 billion over five years. We are also pro-
posing modifications to TMA provisions to simplify it and make it work better in
coordination with private insurance. These modifications cost $20 million in fiscal
year 2004 and $290 million over five years.
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EMPOWERING AMERICA’S FAMILIES

Reauthorization of Temporary Assistance for Needy Families (TANF) and the Child
Care Development Fund

Building on the considerable success of welfare reform in this great Nation, the
President’s fiscal year 2004 budget follows the framework proposed in the fiscal year
2003 request, which includes the reauthorization of TANF. We applaud passage of
H.R. 4 and are committed to working with both the House and the Senate to ensure
the legislation moves quickly and is consistent with the President’s Budget. The
President’s proposal includes five years of funding for the TANF Block Grants to
States, and Tribes; Matching Grants to Territories; and Tribal Work Programs at
current levels. In addition, the Budget proposes to reauthorize state-based absti-
nence education grants for five years at $50 million annually, to further assist with
reducing the number of out-of-wedlock births, reducing the spread of STDs among
teens, and helping teens make healthy life choices.

Increasing Support for Children in Foster Care

In a continuing effort to improve the lives of children who are at risk of abuse
and neglect, this Administration is proposing a child welfare program option that
States can use to improve their child welfare service systems. This plan would allow
States to choose a fixed allocation of funds over a five-year period rather than the
current entitlement funding for the title IV-E Foster Care program. Participating
States would receive their funds in the form of flexible grants which could be used
for a wide array of child welfare-related purposes, such as child abuse and neglect
prevention, maintenance and administrative payments for foster care, child welfare
training, and family support. The flexible funding will allow States to develop inno-
vative ways to ensure the safety, permanency and well-being of children, tailed to
meet the needs of their child welfare populations. States which elect this option and
experience emergencies affecting their foster care systems may access additional
funding from the TANF contingency fund.

The Administration is proposing a nearly $5 billion budget for Foster Care in fis-
cal year 2004, a $90 million increase over last year’s request. Not only will these
funds support a child welfare program option, but they also will be used to provide
payments for maintenance and administrative costs for more than 240,000 children
in foster care each month, as well as payments for training and child welfare data
systems. The President’s budget also requests $200 million for the Foster Care Inde-
pendence Program.

Additionally, the Administration continues its commitment to the Promoting Safe
and Stable Families Program by requesting to $505 million to assist States in co-
ordinating services related to child abuse prevention and family preservation. This
i‘mpolrtant program also promotes adoption and provides post-adoption support to
amilies.

Child Support Enforcement

The President’s fiscal year 2004 budget will build on the considerable success of
the Child Support Enforcement program. Legislation will be proposed to enhance
and expand the existing automated enforcement infrastructure at the Federal and
State level and increase support collected on behalf of children and families. When
combined with the opportunities to increase child support outlined in the President’s
fiscal year 2003 budget (expanded passport denial, offset of certain Social Security
benefits, optional pass through of child support to families on TANF, among others)
these proposals offer an impressive $7.5 billion in increased child support payments
to families over 10 years. The budget also recognizes that healthy families need
more than just financial support and increases resources for the Access and Visita-
tion Program to support and facilitate non-custodial parents’ access to and visitation
of their children.

PRESIDENT’S MANAGEMENT AGENDA

I realize that as we work to improve the heath and well-being of every American
citizen, we also need to improve ourselves. I am committed to improving the man-
agement of the Department of Health and Human Services. The fiscal year 2004
budget supports the President’s Management Agenda and includes cost savings from
consolidating administrative functions; organizational delayering to speed decision
making processes; competitive sourcing; implementation of effective workforce plan-
ning and human capital management strategies; and adoption of other economies
and efficiencies in administrative operations. We have also included savings in infor-
mation technology (IT) which will be realized from ongoing IT consolidation efforts
and spending reductions made possible through the streamlining or elimination of
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lower priority projects. The IT infrastructure consolidation will further reduce infra-
structure expenditures for several HHS agencies and should be fully implemented
by October 2003.

IMPROVING THE HEALTH AND SAFETY OF OUR NATION

Mr. Chairman, the budget I bring before you today contains many different ele-
ments of a single proposal. What binds these fundamental elements together is the
desire to improve the lives of the American people. All of our proposals, from build-
ing upon the successes of welfare reform to protecting the nation against bioter-
rorism; from increasing access to healthcare, to strengthening Medicare; all these
proposals are put forward with the simple goal of ensuring a safe and healthy Amer-
ica. I know this is a goal we all share, and with your support, we are committed
to achieving it.

Senator SPECTER. Thank you, Mr. Secretary.

Our practice is to have 5-minute rounds, and we will adhere to
that. Obviously, there will be a number of rounds for you because
of the very many issues which are involved here.

SEVERE ACUTE RESPIRATORY SYNDROME

The most immediate concern, among many immediate concerns—
it is hard to put anything ahead of bioterrorism today when the 48-
hour period for President Bush’s ultimatum will expire in just a
few hours. But there is grave concern about the respiratory infec-
tion which has triggered a global health alert, and in an era where
everybody is worried about plots and plans, some speculation has
arisen as to whether this virus might have been planted in China
to see what the results would be. And there is some grave concern
that this could have enormous implications as an infectious dis-
ease.

How serious is it, Mr. Secretary, as a potentially infectious dis-
eaS(id‘t?;hat could present an enormous health threat around the
world?

Secretary THOMPSON. Senator, we are very concerned about it. It
started in Guangdong Province, we think, but we are not sure that
there is actually a continuation of that. But basically we think that
there is a possibility that is where it started. There were 300 cases
there. I have met with the Minister of Health here in Washington
from China. At the beginning he was not as cooperative as we
would like, but subsequently we have been working very closely
with China, with the World Health Organization. In fact, almost on
a daily basis I

Senator SPECTER. Mr. Secretary, what are the details? The re-
ports were that they would not cooperate with us. Is that true?

Secretary THOMPSON. That was true at the beginning, Senator,
but that has subsequently changed and we are now going into
Guangdong Province, as we speak, with CDC people and WHO peo-
ple.

Senator SPECTER. What was the cause for their initial reluctance
to be cooperative?

Secretary THOMPSON. They were in the process of changing their
government. They were also reluctant to have outsiders from the
United States come in and assist them at the beginning. They
thought they had it controlled and did not think they needed any
further help. And those were basically the reasons given to me
when I talked to the Deputy Minister of Health when he appeared
here in Washington about 12 days ago.




13

Senator SPECTER. Is there realistically potential for a worldwide
epidemic from this respiratory ailment?

Secretary THOMPSON. There is that possibility. We are not cer-
tain it is a probability, but it is certainly a possibility. It has
showed up now in Hong Kong, Bangkok, Singapore, Sweden, pos-
sibly in Germany, definitely in Canada. We are investigating ap-
proximately 40 cases in the United States. Forty cases were re-
ported. We are looking at 11 cases, but nothing has been con-
firmed. Two scientists in Germany have indicated from nasal
swabs that there is the possibly of the paramyxo virus, but that
has not been confirmed by either WHO laboratories or CDC.

Senator SPECTER. If so, what would that mean?

Secretary THOMPSON. It would mean that it would be a virus
that we could identify and would have some way then to control
and treat it. But so far, we have not been able, Senator Specter,
to make an accurate confirmation from CDC if it is even a virus.
We think it is, but we are not sure, and what virus it is has not
been confirmed. Therefore, until CDC’s laboratories confirm it, we
do not make any kind of speculations as to what this particular dis-
ease is.

Senator SPECTER. To the extent that you can answer this ques-
tion—and it may be impossible to answer—what causes something
like this?

Secretary THOMPSON. We are not sure, Senator. That is one of
the questions that we are still trying to find an answer for.

[The information follows:]

SEVERE ACUTE RESPIRATORY SYNDROME

The cause of Severe Acute Respiratory Syndrome (SARS) is not known at this
time. Some researchers have reported finding paramyxovirus-like particles in res-
piratory specimens from a few cases of SARS. Paramyxovirus is a family of viruses
that cause respiratory infections and childhood illnesses including measles, mumps,
and croup. The Paramyxovirus family also includes a recently identified virus called
metapneumovirus. These are preliminary findings and at this time we cannot say
for certain that a paramyxovirus is the cause of SARS. Some of the paramyxoviruses
that cause respiratory infections are widespread, especially during the winter sea-
son, so it is not unexpected to see them in an upper respiratory specimen. Analysis
of laboratory specimens to identify a cause for SARS is ongoing both by CDC re-
searchers and by researchers from other countries.

Information currently available about SARS indicates that people who appear to
be most at risk are either health care workers taking care of sick people or family
members or household contacts of those who are infected with SARS. That pattern
of transmission is what would typically be expected in a contagious respiratory or
flu-like illness. However, as the investigation continues, we will continue to consider
all possibilities.

Senator SPECTER. Well, it is obviously very difficult to answer
that kind of a question, but that is on everybody’s mind. Is there

any possibly, however remote, that this could be a virus planted as
part of biological warfare?

Secretary THOMPSON. It is certainly possible, Senator. We think
it is very, very doubtful. We think this is some sort of a virus, but
we are not even certain of that.

All T can tell you is that the laboratory scientists and technicians
and analysts at CDC are working around the clock. We have just
received the specimens from Hong Kong late yesterday afternoon.
We needed those specimens. We have got the specimens and the
autopsy report in from Canada. We are reviewing all of those
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things. The scientists are working extremely hard. I meet either in
person or by teleconferences with Dr. Gerberding and the staff at
CDC on a daily basis, and we will have a conference at 9:30 a.m.
tomorrow for an update as to what the scientists were able to ana-
lyze over the evening.

But at this point in time, there is nothing new to report to you,
Senator, but I will be more than happy, this afternoon, when 1 get
the update to call you and Senator Harkin so that you can let the
other members of the committee know what the results are. We
will give you up-to-date information on a daily basis from my office
as to what is transpiring, but right now we do not know for sure
where it really started. We think probably Guangdong Province,
but we are not certain. We are not certain if it is a virus, and as
soon as we do find answers to those questions, I will give you a call
and let you know directly.

Senator SPECTER. Okay.

During your last answer, my red light went on, so I will not ask
another question until the next round.

I would note very briefly that in Pittsburgh recently we see ef-
forts made to get reports from doctors and hospitals to try to see
if there is any pattern of an illness which might portend of a bio-
logical attack, and at a time when there is such anxiety worldwide,
to have this suddenly crop up, it is an avenue which needs to be
explored.

Then we are going to come back in the next round, as far as I
am concerned, to the CDC, a very important agency undergoing
enormous renovations with their laboratory facilities and the budg-
et cuts them at a time when they are an agency of importance sec-
ond to none. But I will await round two.

OPENING STATEMENT OF SENATOR TOM HARKIN

Now my distinguished colleague, Senator Harkin, Democrat of
Towa.

Senator HARKIN. Thank you very much, Mr. Chairman.

Mr. Secretary, thank you very much for your great leadership at
the Department on so many areas.

First, on the budget end, I just want to commend you for your
leadership in putting in the systems change grants. We have talked
about that in the past. You have taken great leadership on that.
This is one where it is going to make a real difference in States
in getting people out of institutions and getting them in the com-
munity. So thank you very much for that and for including these
grants in your budget.

Again, I also want to compliment you on your great emphasis on
prevention in the budget and what you are doing on preventative
health care. I know you personally spearheaded this new emphasis.
I wish we had more dollars in there; I am sure you do too.

But I would just make note that on another committee on which
I sit, the Agriculture Committee, this year we are reauthorizing the
school lunch, school breakfast WIC program, summer feeding pro-
gram. I hope there is a good cross-fertilization between your De-
partment and Agriculture on some of these issues. There is a
blending here, and we need, I think, to start promoting, as you said
in your own budget proposal, healthier lifestyles, cutting down on
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childhood obesity, getting kids more exercise programs, getting
them learning how to eat right in the beginning. So I guess I am
just making a plea for you to help us as much as you can in an-
other Department——

Secretary THOMPSON. I would love to.

Senator HARKIN [continuing]. Because I think this is a merge
here and we need your help on these matters as we move ahead.

After all those accolades, I will say I am disappointed in the 2.5
percent increase for NIH. I do not know what we are going to do
about that, but that really is not acceptable. We have got to have
a bigger increase in NIH than that 2.5 percent increase.

HEAD START

Lastly, again on Head Start, Mr. Secretary, you have been a
great leader in Head Start. I know your devotion to the program.
I know you have been very supportive of it. For years now, I think
for the 18, 19 years I have been on this committee and on the au-
thorizing committee, there have been at various times proposals to
take Head Start and move it into Education. People think that this
is an education program and we are going to teach kids how to
read. Well, that is a part of Head Start.

But as you have pointed out in your own document statement,
these kids come from low-income families. They do not have the
kind of family support. They do not even have the health support.
Their health matters are usually worse. Their living conditions and
socialization skills are worse. Head Start is something that reaches
into all these areas. So rather than trying to move this to the De-
partment of Education, I think we need to put more emphasis on
Early Head Start, the 0 to 3, and getting more into that area.

So I say to you as a great friend and an admirer of yours, Mr.
Secretary, please go back and tell your boss and the other people
around that there are a number of us here who are not going to
let it be transferred to the Department of Education. It ain’t gonna
happen.

Secretary THOMPSON. I have already said that, Senator.

Senator HARKIN. Okay, well, then tell him you have got backing
up here. It is not going to happen. So we are on your side on that,
and we will do everything we can to support your budget in that
area.

CENTERS FOR DISEASE CONTROL AND PREVENTION INITIATIVE

Lastly, my time is about to run out. I made a statement, but I
guess my question would be getting back to CDC, the Centers for
Disease Control. You have that new $100 million prevention initia-
tive at CDC. Again, I just hope that we can put a lot of emphasis
on that and that we can focus some more attention on building up
CDC. We have done NIH. We got it doubled. We need to keep it
going. The 2.5 percent is too low.

But, Mr. Secretary, I just need your thoughts on CDC and where
we are headed this year in terms of getting them up to speed and
getting the kind of budget that they need both for the prevention,
which you are aimed at, which is good, but also for the public
health aspect that we need in America to build up our public
health infrastructure that I think—well, I do not know if you agree
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or not—I think really went downhill over the last 40 years, and we
need to build it up again. So just your thoughts on that.

Secretary THOMPSON. Thank you so very much. Can I just quick-
ly go through a lot of the points you raise?

Senator HARKIN. Sure.

Secretary THOMPSON. First, on the Freedom Initiative and on the
grants initiative, thank you for your leadership. It is the right
thing to do to keep people in their own home, and I am fully behind
it, enthusiastic, glad we put the extra money in because it is the
right thing to do.

In regards to prevention, $152 billion a year spent on tobacco-re-
lated illnesses. 400,000 people die. $132 billion a year on diabetes.
Seventeen million Americans are diabetic. Sixteen million are pre-
diabetic, and 200,000 people die a year. We have done an exhaus-
tive study in which 60 percent can be prevented if, in fact, we walk
30 minutes a day and lose 10 to 15 pounds.

Senator HARKIN. Can I interrupt you right there, Mr. Secretary?

Secretary THOMPSON. Sure.

Senator HARKIN. A recent study showed that 80 percent of ele-
mentary school kids in America do not even get 1 hour of PE a
week at the schools—80 percent.

Secretary THOMPSON. It is not the right thing to do. And we have
got to get people out—$117 billion on obesity and 300,000 people
die. Senator, we have to do it. Ninty-five percent of the money in
Medicare goes to waiting for people to get sick and then getting
them well, and only 5 percent on preventative health. We need to
put more money into it.

NIH, granted it is 2.5 percent. But the actual research dollars
will be $1.9 billion, or a 7.5 percent increase because we put more
money in fiscal year 2003 into buildings in one-time costs, such as
$250 million in anthrax expenditures, plus the extramural capital
expenditures. So actually we are going to have a 7.5 percent in-
crease in the research. There will be more research grant dollars
than ever before.

On CDC, in regards to preventative health and on State health,
you are absolutely correct. We let it go downbhill.

But thanks to your leadership and that of Senator Specter and
this committee on a bipartisan basis in Congress, we put $1 billion
last year in fiscal year 2002 in building up the State health depart-
ments. And I want to tell you one of my concerns is the States have
only drawn down 19 percent of that money. We got it out there and
the States have only drawn down—we got an additional
$1,418,000,000 to send out this year, and we are in the process of
sending it out. So if you could help me get the State of Iowa to
draw more of their money down and use it, it would be very help-
ful. We need to do it. Plus, we are asking an additional $1.5 billion
for fiscal year 2004 to do it. We have the greatest opportunity, Sen-
ator, to be able to build up local State health departments the way
you envision it, the way I envision it, than we have ever had be-
fore. The money is there. The money is out the door and it has
been allocated. It just has not been drawn down by the States.

Senator HARKIN. Fascinating. Thank you, Mr. Secretary. We will
look into that.

Senator SPECTER. Senator Craig.
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OPENING STATEMENT OF SENATOR LARRY CRAIG

Senator CRAIG. Well, Mr. Chairman, thank you very much.
Mr. Secretary, great to have you with us this morning.
Secretary THOMPSON. Thank you, Senator.

COMMUNITY HEALTH CENTERS

Senator CRAIG. I have some comments and you may want to
react to them much like Senator Harkin, but let me commend you
first for your continued support of community health centers. The
budget proposal takes another positive step toward improving the
health care in rural America. Most of my State still gets the defini-
tion of being rural. And the inclusion of $122 million to provide pri-
mary and preventative health services to nearly 14 million individ-
uals is a great advance, I think, for our Nation’s health centers.

NATIONAL HEALTH SERVICE CORPS

In addition, your focus on the National Health Service Corps I
think would provide much needed scholarship and loan assistance
to additional health care providers in underserved and rural areas.

AGING

I have a fun experience and a unique opportunity now, serving
as the chairman of the Special Committee on Aging. I have got a
great staff. We are doing a lot of exploratory overview of the aging
of America, Mr. Secretary. I must tell you that it is, without ques-
tion, time to modernize and improve Medicare. All of us under-
stand that. The prescription drug item in it is going to be impor-
tant if we can work out our differences.

CHRONIC ILLNESS

But you have talked about the way health care is delivered. We
have got some excellent pilot programs going on at CMS as it re-
lates to managing chronic illnesses. We could literally take all of
those who have that situation, pay for their full health care if they
would simply adhere to the protocols, and we would save billions
and billions of dollars a year in health care costs and certainly in
their ability to conduct and live in society.

OBESITY

But the thing that fascinates me most in this process—and, Sen-
ator Harkin was talking about the growing epidemic of obesity in
this country. We have got 60,000-plus centenarians in our country
today. That is 100 years old or older. With current trends, we are
going to be over 1 million in 60 years. And if we find the cure for
cancer—and we know we are certainly on the threshold of major
breakthroughs—that number skyrockets. Thank goodness, a posi-
tive sign in the lives of Americans.

At the same time, those people are going to be able to live a
great deal better if they exercise and if they have good nutritional
advice and understand the value of nutrition. We have held several
hearings in that area today. It is dramatic what happens in the
senior community as it relates to the cost of health care when they
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simply exercise and eat right. The cost goes down dramatically and
they live longer and they are much healthier.

While we are not teaching our kids to exercise anymore, we know
that most people do exercise better, at least if they are learning to,
in groups. In certainly our seniors we are finding that to be the
case also. They will tend to exercise if they can exercise together.
That is some work we are going to spend a good deal more time
with. But it is something that, clearly, as we look at our health
care delivery systems, we ought to be a lot more interested in pre-
ventative than maintenance. If we can get at that, the costs in-
volved will be dramatic.

I am pleased to see the President’s Disease Preventative Initia-
tive and the support that is going on there. But it is obvious to me
that we have got to modernize our health care delivery system or
that part of it that we are participating in—it is lagging by about
30 years, and it makes good sense to get us active in promoting all
of these things.

I think your budget certainly goes in that direction. It is going
to be a tight budget year. We all understand that. There is a good
deal more we would like to do, but this is probably a year when
we will not be able to do all we would want to do. I am quite sure
Americans will agree if we are in a time of war and we have cer-
tain responsibilities there, there is going to have to be an under-
standing of allocation.

But I thank you very much, and I am pleased to see the direction
we are headed in.

Secretary THOMPSON. Senator Craig, thank you so very much for
your comments. I appreciate them tremendously and I can only say
that I want to work with you on all of the subjects. Community
health centers, absolutely doing an awesome job. They are serving
the underinsured and the uninsured and a lot of minorities. We are
expanding them thanks to the cooperation on a bipartisan basis.
We are very appreciative of that support.

The National Health Service Corps. Very important to get doc-
tors graduated, get them out into underserved areas like your State
and my State and the States of the members on this committee. I
want to work with you on that. It is something that we need to do
more of.

Medicare-strengthening and prescription drug coverage. Abso-
lutely vital this year. You have certainly heard about the trustees’
report. Certainly I was very concerned when we met this past Mon-
day. Medicare is going to stop having a surplus in the year 2013,
3 years sooner than it was before. This is going to cause all kinds
of problems. It will be absolutely broke by the year 2026, 4 years
earlier than it was estimated last year. So it is accelerating, and
that means that at the present time, 2 percent of the dollars that
go into the budget come from loans from Social Security and Medi-
care. It will no longer happen after fiscal year 2009. A big concern
of the Congress and of mine.

Medicaid needs to be improved and strengthened, and that is
what we are trying to do with the new Medicaid proposal.

In regards to the individuals that are living longer, there is no
question about that. The demographics show that we must start
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addressing that issue—and I do not think we have done a very
good job in the past.

Senator CRAIG. I agree.

Secretary THOMPSON. And I thank you so very much for taking
the leadership in this area.

We have got to find ways in which we can get some tax credits
for people to purchase long-term insurance. We have to get more
people involved. We have to figure out a way to get tax credits, I
think, for individuals who start leading healthier lifestyles. It is
going to be very difficult and complex, but it is something that I
think we should do.

I am setting up a summit with the National Institutes of Health
and the University of North Carolina Medical School in which we
are going to have a summit of health insurance companies, of fast
food industries and businesses, as well as individual organizations
around the America to talk about preventative health and how we
might be able to work together in America to start changing life-
styles. That is why the $125 million is the request in there from
my Department, from me personally because I really believe that
this is something we have to do.

Unless we start exercising, unless we start eating properly and
losing some weight, we are going to continue to cause a tremendous
rupture in the health care delivery system because $152 billion a
year on tobacco-related illnesses, $132 billion on diabetes, $117 bil-
lion on obesity, all of these can be changed dramatically by watch-
ing what we eat and exercising. That is why the $125 million is
going to be put out there.

We are going to try and declare certain cities “healthy cities” and
have them vie for it. They have to show a reduction in asthma and
diabetes. They have to show that they are improving their walking
trails for families in their communities. I think it is going to be a
very well thought and well received program. I have talked to the
League of Cities across America. They have been very supportive
of it because they can see what it would mean to their city if they
are designated as a healthy city.

I think that these are the kinds of things that we can work to-
gether on a bipartisan basis and really improve the quality of
health, hold down on dollar amounts because we are spending so
much on waiting for people to get sick and then trying to get them
well when we could spend a lot less and keep people healthier and
lead a better quality of life for all Americans.

So I thank you and want to work with you on these particular
subjects, and we will, hopefully, be able to start programs that are
really going to accomplish these objectives.

Senator CRAIG. Well, Mr. Secretary, thank you for those com-
ments. I find it ironic, as we have worked over the last several dec-
ades to take fat out of our diet, that we created an obesity epi-
demic.

Secretary THOMPSON. We really have.

Senator CRAIG. I think we better revisit our nutritional patterns.

Thank you.

Secretary THOMPSON. Thank you very much. I put the whole De-
partment of Health and Human Services on a diet and I want to
tell you that we are doing well.
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Senator CRAIG. Good.
Senator SPECTER. Senator Landrieu.

OPENING STATEMENT OF SENATOR MARY L. LANDRIEU

Senator LANDRIEU. Thank you, Mr. Chairman.

Let me just begin by welcoming you, Mr. Secretary, and I look
forward to working with you on many of the issues that we have
worked well together on in the past and look forward to some more
progress in adoption and foster care and Head Start, early child-
hood education, et cetera.

TAX CUTS

But just a couple of comments. I agree with the Senator from
Idaho about the sacrifices that we need to make at this particular
time with the war looming and with great challenges on the home
front. But I would hope that those sacrifices could be equally
shared and not borne disproportionately by the poor children of
this country and by the vulnerable elderly. So when sacrifices have
to be made, I hope perhaps some tax cuts for certain segments
could be postponed or put on hold while we make sure that we are
covering the essential services to poor children and their families
so that the sacrifices made do not fall disproportionately on just
those in uniform and their families and the poor children and the
vulnerable seniors. So that is going to be a major debate as we
frame the budget that you are able to operate.

Second, with the modest increase that you are given, you have
got quite a challenge before you in terms of meeting the challenges
that you have just stated in answering many of the questions: med-
ical, Medicare, the obesity issue, substance abuse, the number of
children in foster care, the health care system that you could claim
in some ways is in a crisis situation because we are not particu-
larly geared right now to handle just the regular medical chal-
lenges of this Nation, but the bioterrorism challenges, which of
course is homeland defense, but nonetheless important.

FOSTER CARE

But let me, having just opened with that, ask you a couple of
questions about your budget. I noticed with great interest your
comments, although they were brief in the budget, about an “alter-
native funding system for foster care.” Would you just take a mo-
ment to maybe elaborate on some of your ideas regarding more
flexibility in the foster care system in that we are spending I think
somewhere, including the State portion, about $8 billion trying to—
I do not know how you describe what we are trying to do. I guess
we are trying to keep families together, but when they cannot be
kept together, promote adoption. In the meanwhile, we support the
sort of temporary foster care system that in my mind has gotten
quite expensive.

I think that there would be ways to actually do a better job serv-
icing our families, saving children, promoting adoption for maybe
less money if we could rethink the way this funding stream is put
together. So could you just give a brief—and I want to just give a
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{)ninute to this if you could about what some of your thoughts might
e.

Secretary THOMPSON. I certainly will try, Senator Landrieu.

First off, let me thank you for your leadership in this area be-
cause you have definitely been a leader on adoption and foster care,
and it is well recognized. And I want to work with you. Senator
Clinton and Congressman——

Senator LANDRIEU. DeLay.

Secretary THOMPSON [continuing]. Tom DeLay have contacted me
and want to work with me on this, and I would appreciate you also
working with me on it.

Right now, as you probably know, the foster care system is some-
what arcane in that you can only use the Federal 4(e) dollars in
foster care for children who are defined under the old AFDC for-
mula, which was eliminated in 1996. So you have to go back and
compute the children under that formula, which is no longer in ex-
istence, and you can only use the Federal dollars for that and then
you can only use the Federal dollars after the family has broken
up or has caused problems and the child is removed and placed in
a temporary foster home.

We think we should be able to spend the money, hopefully, at the
preventive stage. I am big on this prevention because I think that
is where we need to go as a Government, is to start preventing
things before they happen. If we could use some of the Federal dol-
lars in a preventative stage, on a voluntary basis, I think we could
cause a lot better outcome. I think the families could stay together.
The children could stay in the families instead of being removed
and going into the foster care system. That is the thrust of our pro-
posal and that is the alternative funding, is to go into the preventa-
tive stage on a voluntary basis. It would not be mandatory. It
would be a voluntary thing.

We are hopeful that we are going to be able to get bipartisan
support on this. It appears that the Governors are very supportive
so far, and it appears that we are getting bipartisan support. I
would certainly solicit your support in this as well.

Senator LANDRIEU. I look forward to working with you. I have
got one more question, but I want to just encourage you along that
line because with the new legislation that has been supported on
a bipartisan basis to really promote unification where possible, but
then move quickly to adoption when it is not, and focus also on the
preventive aspects, which is substance abuse treatment for some of
these families that, if treated, could potentially continue to raise
their children and do a good job. So I really encourage you and look
forward to working with you.

HEAD START

But my second point would be on Head Start. I would say to the
chairman and the ranking member while there are disagreements
right now or different views, I should say, about this program, I
hope that we would not establish victory for either side as to
whether it stays in the Department of Education or just stays in
the Department of Health and Human Services. That should not be
what we decide is victory. What victory should be is having an
early childhood education program in this Nation that is up to the
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task of getting children basically ready to learn when they hit that
kindergarten door.

That is going to take a combination of efforts, Mr. Secretary, as
you know, combining the resources of the cities, the States, of the
Department of Health and Human Services, and the Department
of Education. So I would like to really think about using this not
to create a fight between agencies, but use it as an opportunity to
really strengthen a signature program that could have a dramatic
impact, Mr. Secretary, if we do it right, on all the things that you
outlined and could be a tremendous legacy for you and for your ad-
ministration to get that in place.

So I look forward to working with you and the members of this
committee to fund the reform efforts that you put down. Thank
you.

Secretary THOMPSON. Senator Landrieu, thank you so very much
for your comments, but thank you so very much for your willing-
ness to help on this Heat Start. I could not agree more enthusiasti-
cally with what you want to have as the outcome. If we can develop
a better program—that is why you are in Government. That is why
I am in the administration. We should work for that. I am con-
fident that Secretary Paige and I will work on a collaborative basis
with you. Any suggestions you might have on how to improve the
program I will take very seriously I know, and I know Secretary
Paige will.

I think we can develop a much better program. What we are try-
ing to do is allowing for the States to be able to integrate their
early childhood dollars, because I think really there is a disconnect
there. And I would like to be able, on a voluntary basis, to allow
Governors to have more involvement in the early childhood stages.

Second, I would like to put a lot more emphasis on the earliest
childhood, the 0 to 3. That is where we really need to put some
more emphasis. And I know you agree with that, and I thank you
so very much.

OPENING STATEMENT OF SENATOR HERB KOHL

Senator SPECTER. Senator Kohl, your timing is impeccable. You
arrived just in time for your round of questions.

ABUSE AND NEGLECT IN LONG-TERM CARE FACILITIES

Senator KOHL. Thank you, Senator Specter.

Welcome, Mr. Secretary. Mr. Secretary, at last year’s hearing we
talked about how important it is to make sure that State survey
agencies and ombudsmen have enough funding so they can inspect
nursing homes and other long-term care facilities, also to inves-
tigate complaints of abuse and neglect.

As you know, every year I have worked hard to increase funding
for these programs, and so I was disappointed to see that the Presi-
dent’s budget for this year actually cut survey funding by $6 mil-
lion from 2003 levels that we just enacted, and it flat-lines the om-
budsmen funding.

I cannot imagine how we can cut these programs when abuse
and neglect complaints jumped by nearly 14 percent least year. So
to me it is clear that we need an increase and certainly not a de-
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crease in our efforts to make sure that all patients in long-term
care are safe.

So I ask you, how can we expect States and ombudsmen to carry
out these critical duties if we cut their funding, and can we do
something about it?

Secretary THOMPSON. Senator Kohl, thank you so very much and
thank you for your leadership in this area. As you know, when you
and I worked together in the State of Wisconsin, we got a manda-
tory proposal through, and I think it is probably one of the best
laws in the country in regards to that. I know it was signed into
law, and I know you were very supportive of that.

Senator KOHL. Very much so.

Secretary THOMPSON. You know that I agree with you.

Second, it was not a cut, when we introduced it, Senator. The
problem was when we introduced the budget, the Congress had not
passed the fiscal year 2003 appropriation, and you were very suc-
cessful in getting additional money put in. So our budget was in
when the fiscal year 2003 budget was in, which increased it by $6
million, which we had level funded it. We had not cut it. We had
level-funded it from the year before.

Third, it was a tough budget. This is one of the items I had ap-
pealed, but I lost on the appeal to OMB. I understand your con-
cern. I just want to work with you to build the best surveillance
as we possibly can.

As you probably know, we have started nursing home quality
standards, and we started an experimental program with six
States. Now it is national. And it is working out very well. The
nursing home industry has bought into it, and we are now on the
CMS web page. We are able to allow people to look at the compari-
sons of nursing homes within their State so that they can find out
which nursing homes are doing the best job in various areas. This
is also something I am sure you would approve of. These are the
things that we are trying to do to improve the quality in our nurs-
ing homes for our senior citizens.

Senator KOHL. I know how much you care about the issue and
I know that we will be able to continue working on it.

One other question in this area. As you know, Mr. Secretary,
over the years Congress has held many hearings on abuse in nurs-
ing homes and we heard stories from people about patients being
beaten, raped, and even killed by employees who are supposed to
be caring for them. We know that the vast majority of nursing
home workers do a very good job, but as we know, it only takes
a few to corrupt a whole system.

I have introduced legislation to create a national registry of abu-
sive workers and require FBI criminal background checks before
hiring. The bill is supported by patient advocates, as well as the
nursing home industry. As we debate Medicare reform this year,
we will hear a lot of ideas about what exactly reform means. But
it seems to me at the very least one of the most important reforms
we should pass is to ensure the basic safety of those who are al-
ready in nursing homes and already covered by Medicare. Nursing
homes receive more than $11 billion in Medicare funding in 2001,
and I believe we have an obligation to make sure that these dollars
are well spent.
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So will the administration support legislation to get a national
registry of potential nursing home employees and will the adminis-
tration, will you, work with me and others to get it passed this
year?

Secretary THOMPSON. As you know, I worked with you when we
got it passed in State of Wisconsin, and I will continue to work
with you, Senator. I think it is the right thing and I hope that we
can get it done.

Senator KoHL. I thank you so much. It is good to see you.

Secretary THOMPSON. It is always a pleasure.

Are the Bucks going to make it?

Senator KOHL. It is going to be tough.

Secretary THOMPSON. Well, let us do a little bit more in that area
too, Senator.

Senator KOHL. Well, I will but I want to assure you, Governor,
it is not because I am not paying them enough.

Secretary THOMPSON. I know that, Senator. Let us just hope they
make it to the playoffs.

Senator KoHL. All right.

Senator SPECTER. Senator Gregg, like Senator Kohl, your timing
is impeccable. You arrived just in time for your round of ques-
tioning.

OPENING STATEMENT OF SENATOR JUDD GREGG

Senator GREGG. Well, I appreciate that. Unfortunately, I have to
head off to carry the Secretary’s water at the markup that I am
starting on bioshield, respite care, and a variety of other things he
sent to us to do. So my only question would be to the Secretary—
well, I am going to reserve my questions because it will take too
long to answer, and I would have to leave in the middle of the an-
swer. But it is a pleasure to see the Secretary here and I look for-
ward to continuing to work with him.

Secretary THOMPSON. Thank you, Senator Gregg, for your tre-
mendous support on the smallpox and bioshield initiatives. And
thank you for coming over and viewing the Department’s new com-
munications center. I extended that invitation to all members. I
would like to have them come over because I think you would at-
test that it is one of the most modern in the Government.

Senator GREGG. An extremely impressive facility. I think it could
be of value to every Senator to have a chance to look at it and see
the resources there.

CENTERS FOR DISEASE CONTROL AND PREVENTION

Senator SPECTER. Secretary Thompson, on my first round I was
focused on what the CDC was doing on the China virus, and the
very broad responsibilities which CDC has on bioterrorism. But I
note that CDC has been cut by $160 million on their overall budget
and $152 million on CDC’s buildings and facilities.

Starting first with the $160 million cut, is that wise, appropriate
in the context where we consistently call on the CDC to do more,
illustrated by the current Chinese virus?

Secretary THOMPSON. The CDC budget, Senator, as you know, is
very important to you. It is very important to me. It is very impor-
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tant to our country. During the process of give and take with OMB,
you are given so much money. You try and do the best job possible.

In regards to the building program, I requested $250 million,
which was sort of the glide path in order to get——

Senator SPECTER. You are talking on the building program now?

Secretary THOMPSON. Yes.

Senator SPECTER. I am about to come to that. The building pro-
gram has been cut by $152 million.

Secretary THOMPSON. $152 million out of the $250 million.

Senator SPECTER. The facilities had been in a longstanding state
of disrepair which had not been focused on by your predecessors
until members of this committee went down and took a look. You
know that story.

Secretary THOMPSON. I know it very well.

Senator SPECTER. We had an emergency appropriation that year,
about 3 years ago, of $170 million, and we added $250 million and
$250 million. We have had very vociferous complaints from the
community which is really up in arms. When I was there, I saw
distinguished scientists with desks in the halls—you know about
that—and very important chemical substances unprotected,
unsafeguarded. When was the last time you saw the CDC, Mr. Sec-
retary?

Secretary THOMPSON. I go to the CDC about every 6 months. 1
am going down there again

Senator SPECTER. Well, how was it when you saw it last? Are the
conditions still pretty bad?

Secretary THOMPSON. Conditions are improving. We are making
a lot of progress. We still have a long ways to go.

Senator SPECTER. They are improving, but are they still pretty
bad?

Secretary THOMPSON. The laboratories should be finished up this
year, and that was our highest concern. Our laboratories, as well
as for the security of them. That has come along very nicely, but
there are some other buildings.

The problem is we have three campuses, and we have 24 other
buildings that we are renting around the City of Atlanta. It really
causes a disconnect. There is not the synergism that we could have
if we could relocate those 24 buildings on campus and have the
building program go.

I understand your position, Senator. Oz Nelson and Bernie
Marcus have been leaders down there, and I think they met with
you yesterday. They have talked to me. I talk to them on a very
regular basis. We are trying to get $250 million which was the
glide path

Senator SPECTER. Well, I hope you talk to them as regularly as
they call me.

Secretary THOMPSON. Well, I am sure they probably call you
more.

Senator SPECTER. I'm going to give WATS line with those folks.

But we ask them to do so much.

My time is close to expiring, and I want to stick to the time lim-
its here.
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NATIONAL INSTITUTES OF HEALTH FUNDING

CDC is tied very closely with the NIH funding, and the NIH
funding—you know what this subcommittee has done. When you
present a budget like this to us, Mr. Secretary, you really leave us
in a position of adding to the CDC and adding to the NIH and tak-
ing away from other programs. And I know your problems with
OMB, but I suggest to you there has to be a tougher level of advo-
cacy on these lines.

The subcommittee would like to know how many grants have
been awarded by NIH, what will happen with the flow of grants
when the increase is only a figure of $673 million. I will ask as the
final question before my red light goes on, why does the adminis-
tration request only $673 million for NIH when last year it was
$3.7 billion?

Secretary THOMPSON. First off, Senator, I do not know how I
could be a stronger advocate than what I have been in the past.

Senator SPECTER. Well, you can take over OMB, Mr. Secretary.

Secretary THOMPSON. Well, I suppose I could, but I was not
asked to do that, Senator, and I do not think they are going to ask
me to do it either.

I am a strong advocate. I am passionate about it. And I thank
you for you passion because it has been yours and Senator Harkin’s
and members’ of this committee that have been able to do it.

In regards to NIH funding, it is a 2.5 percent increase over what
the fiscal year 2003 request was, but——

Senator SPECTER. How do you figure a 2.5 percent increase? Do
you have a different slide rule than I do?

Secretary THOMPSON. No, I do not. Subsequent to the introduc-
tion of our budget, Congress passed the fiscal year 2003 appropria-
tion bill which increased the amount of money over and above what
we had requested. Therefore, instead of a 2.6, it was about a 1.6
percent increase over what you appropriated. But what we put in
over what was in the fiscal year 2002, it is a 2.6 percent increase.
That is the difference.

In regards to that, there was $250 million put in for the pur-
chase of anthrax which is no longer there. That has been pur-
chased. There was a one-time capital cost in the NIH budget for
building laboratories at Fort Detrick and also on the campus, and
also the remodeling of a laboratory in Montana. Those things have
been done. There was approximately $375 million put in for capital
improvements on campuses, on universities for bioterrorism labora-
tory advancements, as well as other things. Those were one-time
costs. When they are taken out, you add that back into the re-
search. Those one-time dollars will no longer be going for the ex-
penditure of anthrax and for capital costs. They will be going back
into research. So the total amount of money going for research over
last year will be $1.9 billion, or a 7.5 percent increase, which will
allow us to send out more grants and more dollars than ever be-
fore. And that is just how it works out, Senator.

Senator SPECTER. Senator Harkin.

Senator HARKIN. Thank you, Mr. Chairman.
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Mr. Secretary, I am shifting a little bit here. I just again wanted
to focus on this new Freedom Initiative, the disability grants,
which I compliment you for moving ahead on that.

There are enough people who want to ask questions. Why do I
not write you a letter on this and discuss this with you? I am con-
cerned about what happens after the first year. You have got these
grants in there for the first year. What happens after that? I mean,
they cannot just drop off a cliff someplace. And there is a match
there for that first year. Then after that, we do not know. So I am
greatly concerned that States may go into this, and then after the
first year, they have nothing. And I do not know what the plan is
for that. But maybe I should write you. Maybe you could respond
to me on that basis.

[The information follows:]

NEW FREEDOM INITIATIVE

There are several components to the New Freedom Initiative proposal, the fol-
lowing are items with fiscal impact in the fiscal year 2004 and beyond (many of
these demonstrations were also proposed in the President’s fiscal year 2003 Budget):

—Medicaid Spousal Exemption.—$95 million over five years, with $16 million pro-
posed for fiscal year 2004. This proposal would give States the option to con-
tinue Medicaid eligibility for spouses of disabled individuals who return to
work. Under current law, individuals with disabilities might be discouraged
from returning to work because the income they earn could jeopardize their
spouse’s Medicaid eligibility. This proposal would extend to the spouse the same
Medicaid coverage protection now offered to the disabled worker.

—New Freedom Initiative Demonstrations.—$220 million over 5 years, with $11
million proposed for fiscal year 2004. This initiative would fund four demonstra-
tions that promote home and community-based care alternatives. Two of the
demonstrations provide respite care services for adults and substantially dis-
abled children. Another demonstration provides community-based care alter-
natives for children who are currently residing in psychiatric residential treat-
ment facilities. The President proposed these demonstrations for fiscal year
2003. Also included is $3 million in discretionary spending for the CMS Re-
search and Demonstrations Budget that will fund the Direct Service Worker
National Demonstration.

—“Money Follows the Individual” Rebalancing Demonstration.—$1.75 billion over
5 years, with $350 million proposed for fiscal year 2004. This 5-year demonstra-
tion would finance Medicaid services for individuals who transition from institu-
tions to the community. Federal grant funds would pay the full cost of home
and community-based waiver services for 1 year, after which the participating
States would agree to continue care at the regular Medicaid matching rate. This
demonstration would also provide incentives to States for increased use of home
and community-based services and would help provide information on costs of
different approaches.

The fiscal year 2004 budget will also include $40 million for “Systems Change

Grants” to support States in their planning to create new systems to support people
with disabilities in the community instead of in institutions.

Secretary THOMPSON. Senator, I really think that the evidence is
going to show that this is the right thing to do. I think that you
have recognized that for many years and have been pushing for
this thing. It is something I did when I was in Wisconsin. I moved
people from nursing homes and left them in their own homes.

Senator HARKIN. I am aware of that.

Secretary THOMPSON. Also, for the disabled community, we did
the same thing. It is so much better—a quality of life issue—that
I just do not think, once you start down this path, that you would
ever be able to stop it. I think the advocates, I think the Senators
like you, Senator Harkin, and I think the administration have
made a commitment, and I think they have made a commitment
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to the community and I think we are going to stand by that. As
long as I am here, I know I am going to be pushing for it, and I
know I am going to have your support in order to accomplish that.
Senator HARKIN. Thank you, Mr. Secretary.
Senator SPECTER. Senator Craig.
Senator CRAIG. Mr. Chairman, I have no further questions.
Senator SPECTER. Senator Landrieu.

SUBSTANCE ABUSE

Senator LANDRIEU. Yes. Mr. Secretary, let me just follow up with
our substance abuse focus, if we could, because as you know, the
record speaks clearly about the reason that I think maybe 70 to 80
percent of children in foster care are there because a parent or both
parents have a serious substance abuse problem. I do not have to
share with you the statistics about our prisons being full of people
who have substance abuse problems and for whatever reason—not
that those reasons are excused—turn to a life of crime, et cetera.
My point being that since we spend I think $30,000 or $40,000 per
year to incarcerate someone, it would seem to me that one of the
smartest investments we could make as a nation is trying to find
and continuing to pursue, even though it is difficult, a very effec-
tive remedy or program for substance abuse.

Your budget here, the block grant that we provide to our States,
provides treatment services to 400,000 people. Do we know how
many people in the country are suffering from substance abuse
that could potentially be helped by a block grant like this? Do we
have a figure that we are shooting for?

Secretary THOMPSON. I am sure we do, but I do not have it at
the tip of my——

Senator LANDRIEU. Could anyone on your staff share with us? Do
we know what the universe is that we are dealing with?

Secretary THOMPSON. I know we have that information. I will get
it for you, Senator Landrieu.

Senator LANDRIEU. Because I think it is huge.

Secretary THOMPSON. It is.

Senator LANDRIEU. I think it is millions and millions and mil-
lions of people that are suffering from substance abuse. And I point
out to the committee and to the chairman that the block grant only
provides for services for 400,000 people in the country. So we are
just woefully short in that line item. So if you could provide for me
the universe that we have at least identified as the numbers of peo-
ple who have serious substance abuse—you know, chronic—I would
just ask.

Secretary THOMPSON. We will get that information for you.

[The information follows:]

PRESIDENT’S DRUG TREATMENT INITIATIVE

In fiscal year 2004, we are requesting a total of $2.6 billion for the President’s
Drug Treatment Initiative to provide drug treatment services to approximately to
725,000 individuals, an increase of 135,000 individuals over fiscal year 2003. We are
requesting an increase of $31 million for the Substance Abuse Prevention and Treat-
ment Block Grant and $200 million for a new voucher program, Access to Recovery,
to increase treatment options and expand access to services to 100,000 individuals,
including services provided by faith-based organizations.

We believe that these increases in substance abuse treatment will help us reach
those people who need treatment. According to the 2001 National Household Survey
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on Drug Abuse, 5 million people needed but did not receive treatment in 2001. Of
this 5 million people, an estimated 377,000 reported that they felt they needed
treatment for their drug problem. This includes an estimated 101,000 who reported
that they made an effort but were unable to get treatment and 276,000 who re-
ported making no effort to get treatment.

Senator LANDRIEU. And then try to provide me, if you would, in
your opinion what are the one or two or three most effective either
statewide or regional programs. And by effective, I mean a record,
an objective record, of people entering the program with problems,
exiting the program cured, which is I know very difficult. Because
if we could identify some of those effective programs, I would like
to work with you on moving some of the money out of corrections
and out of foster care and into drug abuse treatment and preven-
tion so as to save this Government a tremendous amount of money
and, needless to say, a lot of heartache in the process. So if you
could provide that for me.

[The information follows:]

SUBSTANCE ABUSE PROGRAMS

Numerous studies have shown substance abuse treatment to be effective in reduc-
ing substance use, crime, and infectious diseases, while increasing employment and
social functioning. For example, in Louisiana, the Department of Health and Hos-
pitals, Office for Addictive Disorders administers substance abuse prevention and
treatment services in 10 regions throughout the State. The Office for Addictive Dis-
orders requires substance abuse treatment programs to screen, assess, and place in-
dividuals in need of substance abuse treatment using standardized assessment in-
struments such as The Diagnostic and Statistical Manual (DSM-IV-R) of Mental
Disorders, the Addiction Severity Index, 5th Edition, and the Patient Placement Cri-
teria for the Treatment of Substance Related Disorders, 2nd Edition Revised. The
appropriate assessment and placement of individuals in need of substance abuse
treatment is critically important to the desired treatment outcomes of achieving and
maintaining abstinence and recovery.

The Office for Addictive Disorders has identified two exemplary programs:

1. Rainbow Social Detoxification, Alexandria, Louisiana (Region VI)

The program reported: 98.5 percent occupancy rate for the last calendar year; 63
percent of clients admitted showed improvement in the first two quarters of the cur-
rent fiscal year according to exit data; and 78 percent of the clients completed the
treatment program in the last fiscal year.

2. Infinity Women With Dependent Residential Program, New Orleans, Louisiana
(Region I)

This is a collaborative effort between the Office for Addictive Disorders and the
Office of Family Support utilizing TANF funding to provide substance abuse treat-
ment to women and their children.

Of the women who completed treatment: (1) 100 percent are enrolled in school or
employed at 1-month follow-up post discharge; (2) 100 percent reported a reduction
in drug/alcohol usage at 1-month follow-up post discharge; 92 percent of the children
ages 0-5 demonstrated improvement in their developmental assessments from ad-
mission to discharge; and 53 percent of school aged children demonstrated improved
academic performance admission to discharge.

Additionally, the following programs have reported promising treatment outcomes
for their respective targeted population in need of substance abuse treatment.

City of Boise Collaborative Methamphetamine Treatment Services Project, Boise,
Idaho

Target population: The target population for this SAMHSA-funded project is
adults ages 18 and up, methamphetamine users, male and female, and their fami-
lies in Boise and the surrounding community of Ada County. The project will serve
between 50-75 clients per year.

Outcomes: The project is estimating that a minimum of 75 percent of all clients
admitted will graduate from the treatment program with client outcomes similar to
those of other comparable Matrix model programs in relation to being drug free, em-
ployed, or engaged in productive activity; living in a permanent place within the
community; and having little or no involvement with the criminal justice system.
After fiscal year 2003, the project will determine the program’s impact on the fol-
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lowing: (a) decreased crime, arrest, convictions, and incarcerations; (b) decreased
emergency room/medical/hospital visits; (c) decreased foster care placements; and (d)
reduced health and social costs from associated drug use.

The Pinal Hispanic Council Adolescent Treatment Project, Eloy, Arizona

Target population: The target population for this Substance Abuse Prevention and
Treatment block grant-funded project are Chicano, American Indian, and African
American adolescent males and females between the ages of 10-18.

Outcomes: Pinal Hispanic Council receives Federal and State funds and is a
multiethnic, adolescent treatment improvement project which provides comprehen-
sive substance abuse treatment services to a tri-county rural community in southern
Arizona. Their main office, located in Eloy, is “Centro de Ayuda” (Help Center) and
two satellite offices, “Centro de Unidad” (Unity Center) are located in Coolidge and
Casa Grande. The program receives the majority of its patients from the various
public schools, families, and the juvenile justice department. The drugs of choice are
primarily alcohol, methamphetamine, inhalants, marijuana, and crack cocaine. A
home-based approach to treatment is used and a bilingual multi-cultural staff en-
sures cultural sensitivity. Approximately 85 percent of the 48 clients completed
treatment in the last fiscal year. This program is a model for both delivering serv-
ices in a rural community and in coalition building in a rural community.

Secretary THOMPSON. Senator, thank you so very much. You
know we have also put in this new program for mentoring and
counseling children of prisoners because they are going to get out
and we want to be able to try to get them reintegrated back in the
family if it is possible and if there is not going to be any kind of
spousal abuse or anything like this. This is a program that we
think will be very effective. But there are many demonstration pro-
grams out there that we would certainly like to work with you on
and see if we could make it a national program.

Senator LANDRIEU. And the reason that I bring that up, is be-
cause I think the public has a sense that there are no cures or that
they are so difficult, people just throw their hands up and say what
is the use of funding it, it does not work. So what we have to do
is give people hope that there are, in fact, effective programs that
do work, that can be put into place, and that we can really make
a serious advancement here on this particular subject. So, thank
you.

One other thing for the record. If you could supply me with the
grants that either universities or scientists, doctors, physicians, the
medical infrastructure in Louisiana has received from NIH, I would
appreciate that. I know that there are records to that effect, and
if your staff could get that for me, that would be very helpful.

Secretary THOMPSON. For all the universities——

Senator LANDRIEU. For all universities in Louisiana in the last
3 years.

Secretary THOMPSON. From NIH?

Senator LANDRIEU. From NIH. Thank you.

Secretary THOMPSON. I would be more than happy to. And if you
do not get it within 10 days, call me. Will you please?

[The information follows:]

NIH GRANTS AND CONTRACTS AWARDED FOR THE STATE OF LOUISIANA

A list of all NIH grants and contracts awarded to recipients in the State of Lou-
isiana for the past 3 years is being provided under separate cover. In summary, NITH
made 334 grant and contract awards for $78.6 million to recipients in Louisiana in
fiscal year 2000; 324 awards for $85.8 million in fiscal year 2001; and 344 awards
for $117.5 million in fiscal year 2002—a dollar increase of more than 49 percent
over fiscal year 2000.
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BIOTERRRORISM

Senator SPECTER. Mr. Secretary, coming back to the bioter-
rorism, the budget has a figure of $3.6 billion. How is help going
to be given to the States on dealing with bioterrorism? I have trav-
eled my State. I know my colleagues have traveled their States.
But there are no funds which are being devoted. The University of
Pittsburgh Medical Center, for example, has a very elaborate sys-
tem where they have plans to bring people in in the event of bioter-
rorism attack, showers, quarantines, response to anthrax or small-
pox or whatever else may occur. But what is being done about dis-
tributing funds from the Federal Government to the States?

Secretary THOMPSON. Last year, Senator, we had $918 million
that we could send out for the State departments and local health
departments and communities for biopreparedness. And we had an
additional $125 million that was sent out for hospitals in order to
find ways in which they might be able to expand their surge capac-
ity, and that was distributed on a formula throughout all of the
States in America.

But in addition to that, we asked them to make some planning
because we knew that we were going to ask for some additional
money in fiscal year 2003, which is $518 million, which has been
appropriated, less a reduction, I think, of about 1 percent in the ap-
propriation language. So there is $518 million, less that reduction
for balancing the budget, that is going to be sent out to the hos-
pitals based upon their plans.

Senator SPECTER. How much money is that again?

Secretary THOMPSON. $518 million.

Senator SPECTER. Is that remotely enough?

Secretary THOMPSON. We are expecting that to be replicated
again this year in fiscal year 2004 and fiscal year

Senator SPECTER. Do you have an estimate on how much money
it will take?

Secretary THOMPSON. We have lots of estimates, but I cannot tell
y}(l)u off the top of my head right now exactly. I know it is a lot more
than——

Senator SPECTER. Could you provide for us what it will cost? It
seems to me that to adequately prepare the hospitals in America
for bioterrorism is a gigantic figure. I know you are working on it.
But would you provide for the subcommittee what it is?

Secretary THOMPSON. Sure, absolutely.

[The information follows:]

BIOTERRORISM

We are providing $518 million, roughly the full authorization level in Section
319C-1 of the Public Health Service Act, to improve and expand the capacity of our
Nation’s hospitals to respond to biological, chemical, and radiological terrorist at-
tacks and situations involving large scale casualties. These funds will supplement
the $515 million appropriated for these activities in fiscal year 2003, and $135 mil-
lion in fiscal year 2002, bringing the total to $1.2 billion over 3 years—a significant
investment. The fiscal year 2003 appropriation for the District of Columbia also in-
cluded $10 million for related hospital preparedness activities. We believe that our
investment is significantly contributing to meeting the need of hospitals to ade-
quately prepare to deal with bioterrorism. We are working with the States, the
American Hospital Association, American Association of Poison Control Centers,
American College of Emergency Physicians, American Academy of Pediatrics, Na-
tional Association of EMS Physicians, National Association of State EMS Directors,



59

Association of State and Territorial Health Officials, National Rural Health Associa-
tion, National Association of Community Health Centers, National Association of
Social Workers, and the American Nurses Association. Each State has developed a
plan for preparing their hospitals and other health care facilities. These funds will
be expended consistent with these State plans and assessments.

Senator SPECTER. So we have some idea as to what it is and how
we are getting there.

Mr. Secretary, there is an enormous——

Secretary THOMPSON. If I could.

Senator SPECTER. Yes, go ahead.

Secretary THOMPSON. Pennsylvania has got an obligation of $33
million, and they have only drawn down $9.5 million. There are
still $23 million undrawn for the State of Pennsylvania as of right
now.

Senator SPECTER. That is the 19 percent drawdown you have
talked about?

Secretary THOMPSON. Yes. Pennsylvania has drawn down a little
bit more, but it still has $23 million.

Senator SPECTER. And that is a simple matter for them to draw
it down?

Secretary THOMPSON. Yes. But this is before we sent out the ad-
ditional $1.5 billion, which we are in the process of sending out
right now.

Senator SPECTER. Well, that is important to move ahead on, and
we will assist on that.

Secretary THOMPSON. Thank you.

Senator SPECTER. I was about to say, Mr. Secretary, there is
enormous anxiety everywhere as to what is going to happen in the
course of the next several days. You are in the command center.
You have the responsibility for a big chunk of preparedness on bio-
terrorism. Can you provide any insights as to what people might
expect as we have the countdown to war?

Secretary THOMPSON. We have, of course, gone from code yellow
to code orange, and there is a possibility we will be going to code
red. I am not sure about that, but there is a possibility.

Senator SPECTER. Are you consulted? Is your Department a party
to that determination?

Secretary THOMPSON. The determination is by the Department of
Justice and the Department of Homeland Security, but we have
very close cooperation and communications with both of those De-
partments. We work very closely with them.

What we are anticipating is, Senator, that there could definitely
be attacks, bioterrorism, chemical, radiological, nuclear, whatever
the case may be. We have placed some of our DMAT teams on alert
so that they can be moved very quickly.

Senator SPECTER. When you say radiological, what do you mean
by that?

Secretary THOMPSON. That is a dirty bomb, a nuclear bomb.

We have divided up the country into 10 regions. We have ap-
proximately 8,000 medical doctors, nurses, morticians, and veteri-
narians that can be called up. We have 600 tons of medical sup-
plies and equipment strategically located in 12 sites around Amer-
ica that we can move to any city in America within 7 hours.

Senator SPECTER. And what kind of paraphernalia do you have
in these sites?
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Secretary THOMPSON. All kinds of things from masks, to anti-
biotics, to antidotes, to mark I kits for chemicals. Vaccines are in
a different place. There are also masks, other kind of equipment to
be used, stretchers and so on, if need be. They are strategically lo-
cated in 12 sites around America.

Senator SPECTER. Do you have adequate resources to handle that
particular issue?

Secretary THOMPSON. We think at this point in time we do, Sen-
ator. I think we could allay your concerns tremendously if you
would come over and just take a look at what we have, how we are
set up to deploy people, equipment, and supplies, and how we are
able to monitor everything and stay in communication with every
State and local health department.

In our GIS, we are I believe the only one that has in our data-
base every hospital, every fire station, every police station, all of
the first responders. We have all the railroad lines in our GIS sys-
tem. We know daily how many beds are available in each hospital.
We can set up plume modeling for any kind of chemical or any kind
of gas that is exploded. On a street level, we have every street in
America in our GIS database so that we can——

Senator SPECTER. Every street in America?

Secretary THOMPSON. Every street in every city.

Senator SPECTER. Okay. I am going to come take a look.

Secretary THOMPSON. I think you would be very impressed by
what we have done.

Senator SPECTER. I want to see the markings on Senator Craig’s
street.

I want to see how closely you have him tabbed.

Senator CRAIG. Mr. Chairman, when you get ready to go, I will
go with you. I would like to see that too.

Secretary THOMPSON. It is absolutely amazing. I would love to
have you come over.

Senator CRAIG. The problem is my hometown does not have any
streets.

It has a road that goes to it.

Secretary THOMPSON. We have the capacity in our communica-
tion room to hook up to any one of 4,000 local TV stations across
America so that if something would happen in Idaho, we could
bring up the TV stations and find out what is happening on site
in that particular area.

Senator CRAIG. That is very impressive.

Mr. Secretary, were you involved in a briefing with the Gov-
ernors in the last couple of days?

Secretary THOMPSON. No, I was not.

Senator CRAIG. Mr. Chairman, in relation to your express con-
cern here—and it is mine—as to the next 24 to 48 hours, Homeland
Security and I believe CIA were involved in a briefing with all of
our Governors in the last 24 hours that my Governor tells me was
the most comprehensive detail he has yet had and he was very
pleased about it. That kind of communication is improving greatly,
and the ability now for you all to tie, as you are telling us you can,
is a very real advancement.

Secretary THOMPSON. I think if you came over, you would be very
impressed.
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Senator CRAIG. I will do that. I will make a point to do it.

Secretary THOMPSON. We are in weekly, if not daily, contact with
all the State health departments through CDC and through our
communication room. So we are keeping everybody very well up to
speed as to what is going on, Senator.

Senator CRAIG. Thank you.

OBESITY AND LIFESTYLE

Senator SPECTER. On the issue of obesity and lifestyle, this sub-
committee held a hearing in San Francisco during the last recess
and developed a lot of fascinating information. A big part of the
problem may originate in fast foods where people are encouraged
to eat foods which are very harmful, so it is said. There recently
was a lawsuit against McDonald’s which was dismissed.

What can be done by way of so-called jawboning to try to get fast
food chains to do something about the kind of food they serve?

Secretary THOMPSON. I held a meeting, Senator, with several
members of the fast food industry and the national restaurant or-
ganization. We had a difficult but I think productive meeting and
got pledges from them that they would be helpful in trying to put
healthier items on their menu.

[The information follows:]

FAsT FOOD INDUSTRY

Secretary Thompson has made it clear that obesity is a problem that requires a
multi disciplinary approach to address this unprecedented epidemic. HHS has
reached out to both public and private organizations, including the fast food indus-
try to find unique ways to establish partnerships that will impact this epidemic.

HHS has strongly encouraged the fast food industry to provide healthy choices on
menus, aggressively market those choices to consumers, and reduce portion sizes.

Senator SPECTER. Anything concrete? Anything specific?

Secretary THOMPSON. Nothing specific at this point in time. That
is why we are going to try and have this prevention summit. I be-
lieve it is in April. I will let you know the date, Senator, and hope-
fully you can come.

Senator SPECTER. What do you think of the litigation on the
analogy to smoking, to dangers in smoking? I see the Justice De-
partment just this week has taken a very strong position about
fraud on the tobacco companies in enticing juveniles to smoke, put
an enormous figure, into the hundreds of millions of dollars. Is
there any analogy to subjecting people to the risks of adverse
health from foods which are unhealthy?

Secretary THOMPSON. Well, as you know, there was a lawsuit
started and it was dismissed. I am not sure that that is the most
correct way to go, Senator. I think that a better way to do it is to
bring them in and try and convince them to do it. I spent a half
a day at Hamburger University, which is at the McDonald’s cam-
pus in northern Illinois, and they were willing to be quite sup-
portive to try and get healthier items on their menus.

Senator SPECTER. Well, we would be very interested to see what
results you have.

Let me move to a couple of other subjects quickly and terminate
the hearing because we have kept you here a long time.
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TAX CREDITS FOR HEALTH INSURANCE

You talk about tax credits for health insurance. Is that an ad-
ministration position?

Secretary THOMPSON. No. It is mine.

Senator SPECTER. It would be a good idea. We see the number
of uninsured Americans. If you had a tax credit, that would be a
very effective way of dealing with the issue.

Senator CRAIG. Mr. Chairman?

Senator SPECTER. Senator Craig.

Senator CRAIG. Mr. Secretary, you did tie that comment, though,
to long term, did you not?

Secretary THOMPSON. Yes.

Senator CRAIG. Thank you. I agree with both, but clearly to in-
troduce long-term health care insurance into our economy would be
a tremendous advantage to get people investing in insurance that
carries them through to death of that kind.

Secretary THOMPSON. I would also like to see health insurance
charge lower premiums for people that lead healthier lifestyles like
they do on automobiles.

Senator CRAIG. I agree.

Secretary THOMPSON. It is something that we could work on.

TAX CREDITS ON MALPRACTICE INSURANCE

Senator SPECTER. On the issue of tax credits, one of our col-
leagues in the Senate is talking about a tax credit on malpractice
insurance. We had a hearing last week on that subject, and this
is a new idea which is being considered. What would you think of
that, which could be tailored to the areas which have the greatest
problem at the present time?

Secretary THOMPSON. Senator, I have not looked at it. I am not
knowledgeable about that subject. I would like to read it. It seems
like it has got some possibilities.

Senator SPECTER. We had a lengthy hearing, Mr. Secretary, and
we had responses from Deputy Secretary Claude Allen. I would ap-
preciate it if you could find the time to review Secretary Allen’s tes-
timony and give a response to the subcommittee as to whether you
think it was adequate in answering the questions which we posed.

Secretary THOMPSON. Okay.

Senator SPECTER. I would appreciate that.

[The information follows:]

TAX CREDIT ON MALPRACTICE INSURANCE

I do not believe that the crisis can be fixed by giving doctors tax credits to help
pay the cost of malpractice insurance. This would simply require the taxpayers to
pay even more for the cost of the excesses of the litigation system. They already are
paying $70 billion as patients and insured for the problems caused by the litigation
system. At the same time, a tax credit would do nothing to address the underlying
problems of the litigation system. It would feed, not fix, the broken litigation sys-
tem. We believe the Congress should enact reasonable reforms such as those passed
by the House in H.R. 5.

MEDICAL LIABILITY

Senator SPECTER. In looking at medical liability—and there is a
lot of concern. Pennsylvania has a very, very serious problem.
Quite a number of States do. When we talk about frivolous law-
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suits, we are talking about a subject matter which I think really
is containable. We have had testimony that 70 percent of the law-
suits are won, but even if the defendants win, the cost of litigation
is so high that it boosts rates. There are ways to deal with that,
sanctions on lawyers, requirement of a certification by doctors from
a panel that there is something to be submitted to the court.

We have taken a look at the insurance industry. There was a
problem in Texas on homeowners insurance. Nobody could buy
homeowners insurance because there had been so many hurricanes
and the insurance companies had invested the money and the stock
market had gone down.

MEDICAL ERRORS

The medical errors issue. We are anxiously awaiting your report
on medical errors to see to what extent that impacts. When you
talk about caps, you are on a very sensitive subject, but I think
there is some latitude, if it is done carefully. I think there has to
be some exclusion for cases like the transplant victim in North
Carolina, something which is catastrophic or something like we had
a witness testify about a double mastectomy which was erroneous.
They got the wrong x-ray slides. There is a lot of complaint and un-
derstandably about the lottery, so to speak, with minor cases com-
ing in with gigantic verdicts.

Would you think that there could be some careful pruning? There
are some State laws on liability, for example, of governmental units
which exclude what they call catastrophic cases, permanent impair-
ment of bodily function or death or major disfigurement. Would you
think that would be an appropriate line to make?

Secretary THOMPSON. Senator, the administration feels very
strongly that we need to have cap on noneconomic damages, but
what you are looking at are many new ideas that certainly should
be explored. I am willing to look at each and every one of them.

We are looking at something in the Department that we are
going to try administratively and that is first offer. We do not know
if it 1s going to work, but we are going to try in some of our cases
to be able to offer money to a patient that has been harmed and
pay for their expenses. We are trying to set it up administratively
so that we could do it outside of litigation. They still would have
the right to appeal.

Senator SPECTER. First offer by the Government, by the Depart-
ment of Health and Human Services?

Secretary THOMPSON. That is correct. To see if we could somehow
show that this is a new procedure. We are working with a professor
I believe in North Carolina that has come up with this new mecha-
nism on how we might be able to reduce litigation.

Senator SPECTER. Well, we would be interested to see the details
on that.

Senator Craig, anything more?

Senator CRAIG. I do not have anything more. Thank you, Mr.
Secretary, Mr. Chairman.

Senator SPECTER. Thank you very much, Mr. Secretary.

Secretary THOMPSON. Thank you, Senator.

Senator SPECTER. We will be working with you on this.

Secretary THOMPSON. Please do, and I appreciate it.
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Senator Craig, thank you.

Senator CRAIG. Thank you.

Secretary THOMPSON. Thank you for your leadership on long-
term. That is great.

PREPARED STATEMENT RECEIVED

Senator SPECTER. We have received the prepared statement of
Senator Thad Cochran which will be placed in the record.
[The statement follows:]

PREPARED STATEMENT OF SENATOR THAD COCHRAN

Mr. Chairman, thank you for holding this hearing on the 2004 budget for the De-
partment of Health and Human Services. At this important time, we must ensure
that we are setting clear priorities and investing wisely in the health and safety of
all Americans. Thank you, Secretary Thompson for appearing before us today and
for the excellent job you are doing as Secretary of HHS. I appreciated your visit to
my state last May.

As we consider the 2004 budget, I think our first priority should be protecting the
safety of our country’s citizens. While the defense of our country comes frist, we
must make increased investments in the health infrastructure of our nation. I am
pleased to see the overall commitment of over $3.5 billion in research and infra-
structure funding aimed at detecting and responding to a national emergency. This
is a wise investment because these public health capacities and research findings
improve our ability to respond to naturally occurring disease outbreaks even if no
bioterrorist incident ever occurs.

We must also remember that cooperation and coordination between HHS and the
Departments of Homeland Security, Agriculture, and Defense are vital to our re-
sponse to a biological or chemical attack. We must build these relationships before
an attack occurs.

We must not forget that our nation also faces other pressing health problems. The
biomedical research conducted by HHS has dramatically improved the health of
Americans. While the amazing growth of the NIH’s budget could not be sustained,
the President’s budget provides a 2 percent increase. I hope this figure can be in-
creased so that we continue the progress NIH and other agencies have made in un-
derstanding disease.

The funding for the Centers for Disease Control also provides for important public
health research, especially with regard to chronic diseases. The budget provides an
additional $100 million for the prevention of chronic diseases. This initiative has the
potential to provide tremendous returns. However, we must not shortchange the
other important areas such as infectious disease, birth defects, and occupational in-
juries.

We must also continue to make investments in clinical and research technology.
NIH has been leading this effort. Biomedical technology provides the great promise
in the detection, treatment and prevention of disease. It also provides our best op-
portunity to confront the challenges of medical errors and patient safety.

The budget also provides for those in our country most in need of health. The $1.6
billion provided for Community Health Centers will create access to health care for
over 1 million Americans, according to the Department.

The budget also provides $47 million for the Office of Minority Health and $193
million for the National Center for Minority Health and Health Disparities. While
it is important for us to continue to increase these funding levels, it is also impor-
tant for us to continue to work to make sure that this research and outreach takes
place in those areas of the country where it is most needed.

Mr. Secretary, thank you for the leadership you continue to provide. We look for-
ward to helping you as you oversee the vital programs that provide us a safe and
healthy country.

ADDITIONAL COMMITTEE QUESTIONS

Senator SPECTER. There will be some additional questions which
will be submitted for your response in the record.
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[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED BY SENATOR ARLEN SPECTER
MEDICAID DRUG REBATE PROGRAM

Question. You are proposing a Medicaid drug rebate program that is estimated
to save $13.2 billion over the next ten years, and save states a similar amount. How
much do you estimate will be saved in Fiscal 2004?

Answer. CMS actuaries have estimated that the adjustment to the Medicaid drug
rebate formula will save the Federal Government $800 million in fiscal year 2004.

Question. Could this component of Medicaid reform be enacted as a separate, free-
standing initiative? Provide bill language that would accomplish this rebate pro-
gram.

Answer. Yes this legislation could be enacted as a separate free-standing initia-
tive. The savings I just gave you reflect what would be the case without Medicaid
and SCHIP modernization. As we have stated previously there are some problems
with the current formulation of the drug rebate. There have been a number of sug-
gestions on how the rebate formula might be improved. One option suggested was
to change the rebate formula from the difference between Average Manufacturer’s
Price (AMP) and best price, to the difference between Average Wholesale Price
(AWP) and best price. Another was to simply set the rebate equal to a percentage
of AMP. Both of these proposals, and others, would save us money. We wish to work
with Congress to come up with the plan that best advances the interests of the Fed-
eral Government and the American taxpayer.

MEDICAL LIABILITY REFORM LEGISLATION

Question. Last week, you issued a press release applauding the House of Rep-
resentatives for passage of Medical Liability Reform Legislation. The statement said
you looked forward to working with the Senate to pass complementary legislation
this year. I chaired a hearing on this subject last week, and the matter of capping
non-economic awards at $250,000, without exceptions, for egregious cases, was very
controversial. Do you have a compromise plan to gain bi-partisan support in the
Senate?

Answer. The Department’s report entitled: “Addressing the New Health Care Cri-
sis: Reforming the Medical Litigation System to Improve the Quality of Health
Care,” shows how problems associated with medical litigation have worsened signifi-
cantly in the past year. Premiums charged to specialists in 18 states without rea-
sonable limits on non-economic damages increased by 39 percent between 2000 and
2001. Premiums in these states have since gone up an additional 51 percent. This
report also documents the spiraling cost of insurance for health care providers,
which is impairing patients’ access to care, as well as the cost and quality of care.

Therefore, reasonable caps on non-economic damages increase doctors; hospitals’
and nursing homes’ ability to stay in business, which leads to greater access to care.
In addition, caps on non-economic damages reduce the growth of medical liability
costs and insurance premiums. Over the last two years, states with limits of
$250,000 or $350,000 on non-economic damages have seen increases in premium
quotes for specialists increase only 18 percent. States without reasonable limits on
non-economic damages, in states representing almost half of the entire U.S. popu-
lation, have seen average increases of 45 percent. Since California implemented a
reasonable cap on non-economic damages and other critical procedural reforms 25
years ago, liability premiums have increased by less than one-third as much as in
the rest of the country. It is important to implement caps at $250,000 for the sake
of affordability and access to quality health care.

MEDICARE PAYMENT POLICY

Question. MedPAC considers the implementation of a transition method as an im-
portant aspect of any new payment system design when establishing its framework
for assessing Medicare payment policy issues. Payment corridors, hold-harmless
methods, blend approaches as well as phase-in periods have been adopted in dif-
ferent circumstances in order to cushion the impact of payment changes on indi-
vidual providers and prevent service disruptions. Did CMS consider incorporating
any of these methods when designing its new outlier policy?
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Answer. Extensive discussions were held on the best approach to solving the prob-
lems caused by hospitals exploiting vulnerabilities in the determination of outlier
payments.

It must be kept in mind that the goal of Medicare is to make fair and accurate
payments for services rendered, these higher payments were made because of a vul-
nerability in the determination of payments not as a result of the true costs of serv-
ices provided. The proposed outlier rule will allow CMS to ensure that only hospitals
that are truly experiencing higher then expected costs can receive reimbursement.

HOSPITAL COST COMPUTATION

Question. In its September, 1988 rulemaking process, HCFA (now CMS) received
a number of comments expressing concern about the timeliness of the data used to
compute hospital specific cost-to-charge ratios, the issue that is at the core of the
problem addressed by the newly proposed regulatory change. In 1988 some sug-
gested that data from the latest filed cost report be used. CMS dismissed that sug-
gestion stating that Medicare costs are often overstated on the filed cost report and
are subsequently reduced by audit; CMS elected to use data from a hospital’s final
settled cost report to establish the pertinent cost-to-charge ratios. Now CMS is pro-
posing to use information from a hospital’s tentatively settled cost reports to cal-
culate hospital specific ratios. To what extent do hospitals costs change between ten-
tative and final settlement?

Answer. Hospital costs can either increase or decrease between tentative and final
settlement. When a cost report is received by the FI they ensure the cost report is
complete before accepting it. Once the cost report is accepted the FI has 60 days
to make a tentative settlement on this cost report. The tentative settlement process
usually entails looking at the providers past cost report history and making any nec-
essary adjustment to the current cost report based on prior year data. In order to
final settle the cost report, the FI will perform a desk or field review of the cost
report. Based on the review, adjustments are made to costs, charges, and reimburse-
ment in order to final settle the cost report. This final settlement represents final
payment to the provider.

There is a variation in the change of hospital costs between tentative and final
settlement, depending on the areas reviewed and the results of the review. However,
it is highly unlikely that the cost from the tentative to the final settled cost reports
would change as much as the latest changes in the cost per case (over 12 percent
from 2001 to 2002). With this amount of year-to-year change in charges, it is imper-
ative to use the latest available cost-to-charge ratio. Reconciliation at final settle-
ment will take care of any large differences used for payment and the actual ratio.

Question. Is the concern expressed by CMS in 1988 any less valid today?

Answer. No, this issue is still pertinent, filed cost reports have not been reviewed
and if necessary audited, and are not an appropriate basis of final payment. For this
reason the proposed outlier rule uses tentative cost reports which can include ad-
justments for “known” issues, to determine the initial payments. Final settlements
are used to adjust the initial payments and if necessary an adjustment for the time
value of money will be made if the initial payments were inaccurate.

Our goal is always to make the most accurate payment possible. The proposed
outlier rule highlights that a change was necessary to prevent hospitals from ex-
ploiting vulnerabilities in the determination of outlier payments. Using tentative
cost reports will help eliminate a vulnerability in the system, and using the final
settled cost reports to determine final payments ensure their accuracy.

MEDICARE DRUG BENEFIT

Question. The President’s budget dedicates $400 billion over ten years for targeted
improvements and modernization of Medicare, including providing access to sub-
sidized prescription drug coverage. The Senate Budget Resolution also contains a
$400 billion reserve fund for Medicare. What would your proposal offer in prescrip-
tion drug coverage for those who stay in the traditional fee-for-service Medicare pro-
gram, compared to those who opt for a managed care plan?

Answer. The President’s Framework to Modernize and Improve Medicare gives
beneficiaries immediate help with their prescription drug bills starting in 2004, for
beneficiaries in both traditional fee-for-service and Medicare + Choice plans. A drug
discount card will allow all beneficiaries to save 10-25 percent off retail prices on
their medicines. Low-income beneficiaries will also get a $600 benefit added to the
drug card.

Beginning in 2006, beneficiaries will have three options for their Medicare benefit:
Traditional Medicare, Enhanced Medicare, and Medicare Advantage. Under, the
first option, Traditional Medicare, beneficiaries could continue receiving their care
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through the existing program, while getting a drug discount card that will allow
them to save 10-25 percent on their prescription drug bills. For no additional pre-
mium, fee-for-service beneficiaries will also get protection from high out-of-pocket
drug costs.

Under the second option, Enhanced Medicare, beneficiaries could choose to receive
integrated benefits and drug coverage offered through a FFS/PPO plan, like FEHBP
or TRICARE. Plans would bid to serve one or more of 10 different regions in the
country, and the three best qualified bids in each region would be awarded the op-
portunity to compete for beneficiaries’ business. All beneficiaries in a region would
be guaranteed access to all plans serving a region. Beneficiaries who enroll in the
plan submitting the middle-priced bid in their region would pay a premium equal
to the Part B premium in traditional Medicare. Those choosing the plan with the
low-priced bid would receive most of the savings, while those choosing the high-
priced bid would pay a supplemental premium. All beneficiaries would pay an addi-
tional premium for drug coverage, except for those with low incomes. New benefits
in the enhanced package include a combined deductible for Part A & B services, free
preventive benefits, and protection from high out-of-pocket medical costs.

Under the third option, Medicare Advantage, beneficiaries could choose to receive
the integrated benefits and drug coverage through a managed care plan. Plans in
competitive markets would bid to provide the enhanced benefit package. Bene-
ficiaries who select the most efficient plan could share in the premium savings (and
possibly pay no premium). Beneficiaries could select a plan without drug coverage
if they are satisfied with their current coverage. Like Enhanced Medicare, bene-
ficiaries would pay an additional premium for drug coverage, unless they are low-
income.

Question. What additional coverage are you suggesting for preventive health serv-
ices, such as nutrition education?

Answer. Beneficiaries enrolled in Enhanced Medicare and Medicare Advantage
will be able to receive preventive services absolutely free—all current co-pays will
be waived. As you may know, the Medicare currently covers screening mammog-
raphy, screening pap smears and pelvic exams, colorectal cancer screening, prostate
cancer screening, glaucoma screening, diabetes self-management, medical nutrition
therapy, bone mass measurements, and certain vaccines. The President’s Frame-
work promises that the cost of a co-pay will never stand in the way of this poten-
tially life-saving preventive care.

PHYSICIANS’ PAY

Question. Congress replaced a 4.4 percent cut this year in Medicare payments for
physicians, with a 1.6 percent increase. Will this correction be sufficient to avoid a
payment cut in 2004?

Answer. The enactment of the Consolidated Appropriations Resolution (CAR) cor-
rected a statutory flaw in the physician payment formula resulting in multi-year,
permanent changes in Medicare expenditures for physicians’ services. The CAR pro-
vision increased Medicare spending by an estimated $49.6 billion over 10 years by
allowing the Centers for Medicare and Medicaid Services (CMS) to revise the fiscal
years 1998 and 1999 sustainable growth rates (SGRs) and establish a 1.6 percent
update to physician fee schedule rates for March 1 to December 31 in place of the
4.4 percent reduction announced in our December 31, 2002 final rule. The revisions
CMS made to the fiscal year 1998 and fiscal year 1999 SGRs allow the physician
fee schedule update and SGR system to work as originally intended by the Balanced
Budget Act of 1997.

While CMS had previously estimated positive updates for 2004 and later years,
we now estimate physician fee schedule updates will be negative for 2004-2007 as
a result of higher spending in 2002 for physicians’ services and lower real GDP per
capita for both 2002 and 2003 than previously estimated. The revisions made to the
fiscal year 1998 and fiscal year 1999 SGRs will result in higher physician fee sched-
ule updates for years beginning with 2004 than would have occurred had the CAR
of 2003 not been enacted.

Question. What would be the impact on the pay update of excluding the cost of
outpatie?nt prescription drugs from the calculation of spending targets for physician
services?

Answer. We previously estimated a physician fee schedule update of 1.7 percent
for 2004. However, more recent data on actual spending in 2002 and new figures
for real per capita GDP changed this estimate to 4.2 percent. We estimate that 44
percent of the change is the result of higher physician spending (other than for
drugs). Another 41 percent of change is the result of lower GDP figures for 2002
and 2003. Another 10 percent of the change is the result of higher spending for
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drugs and the remaining 5 percent is the result of a small reduction in the esti-
mated Medicare Economic Index (MEI). More information on 2003 spending and
real per capita GDP growth will likely change this figure further. The 2004 update
would be somewhat less negative if spending for currently covered drugs were re-
moved from the measurement of spending under the 2003 sustainable growth rate.

SMALLPOX VACCINATION PROGRAM

Question. Public health groups are now estimating that the cost of implementing
the Smallpox Vaccination Program would range between $154 and $284 per vaccina-
tion with a median cost of $204. Does the Administration plan to request an appro-
priation in the emergency supplemental to provide states with resources so that
they may carry out the Smallpox Vaccination Plan without diverting funding from
other bioterrorism preparedness or core public health activities?

Answer. We understand that these estimates include a range of costs over and
above the direct costs of running an immunization campaign. They include, for ex-
ample, costs of infrastructure that States should be building with the funds they
have already received, costs of the added epidemiologists that funds have been ap-
propriated to cover, and a range of potential indirect costs that State public health
departments would not have to pay. CDC is making every effort to assist States in
implementing the smallpox vaccination program including providing training to the
States, offering technical assistance on administering the smallpox vaccine, and pro-
viding education to clinicians, public health groups, and State health officers and
organizations. To help implement these plans, CDC and HHS is allowing States to
request immediate use of 20 percent of their fiscal year 2003 Bioterrorism grant al-
location to be used for immediate needs including implementing the smallpox vac-
cination program. Although this may not cover all the costs associated with the vac-
cination, CDC is committed to helping the states in every way possible.

HEAD START

Question. Mr. Secretary, the Administration’s budget proposal has identified the
fiscal year 2004 as the transfer transition year for Head Start, with the Department
of Education taking over administration in 2005. Please provide the specific evi-
dence available that indicates that the Head Start program would better achieve its
goals under the stewardship of the Department of Education and therefore support
this proposed transfer?

Answer. What I can assure you is that as long as Head Start is in the Department
of Health and Human Services, I am going to do everything I possibly can to im-
prove it an make it better.

Over the past two years we have increased our efforts to help Head Start pro-
grams enhance school readiness and the development of early literacy skills. In
April 2002, the President announced his Good Start/Grow Smart initiative which is
designed to assure that every Head Start teacher has the training skills they will
need to provide Head Start children the early literacy, language, and numeracy
skills they will need to be successful in school. The Strategic Teacher Education Pro-
gram, knows as STEP, launched last summer, was designed to ensure that every
Head Start program and every classroom teacher has a fundamental knowledge of
early development and literacy, and of state-of-the-art early literacy teaching tech-
niques. Good Start, Grow Smart calls for not only the improvement and strength-
ening of Head Start through intense, large-scale efforts in the areas of early lan-
guage and literacy, but also for a method to track the results of this effort. This
fall we will begin implementing the Congressionally mandated assessments of the
school readiness of all the four-year old children in Head Start.

Question. What specific actions are being taken by either Department related to
this transition year?

Answer. Under the proposal to transfer Head Start to the Department of Edu-
cation, fiscal year 2004 would be a transition and planning year with implementa-
tion in fiscal year 2005. An Interagency Task Force was created in 2001 to consider
issues related to the transfer. However, our Department is currently focusing its
main efforts on the existing fiscal year 2003 priorities, such as improving early lit-
eracy skills in Head Start and developing a national reporting system to better as-
sess child outcomes. This will create a stronger program and we anticipate improve-
ments will continue, should the administration of Head Start be transferred. We are
prepared to do the necessary transition planning in fiscal year 2004.

HEAD START FACES AND IMPACT STUDY

Question. Mr. Secretary, in your prepared statement for testimony before this sub-
committee on March 19, 2003, you indicated that: “Children in Head Start enter
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school further ahead than other economically disadvantaged children. But unfortu-
nately—even after 30 years—Head Start children do not enter school at the same
level as more economically advantaged children.” This subcommittee has allocated
substantial resources for HHS to carry out evaluations of the Head Start program,
including FACES and the National Head Start Impact Study. Please provide the
subcommittee with a summary of the latest school readiness-related, program qual-
ity, and child development findings from the FACES evaluation, as well as a status
report on progress made related to the Impact Study.

Answer. The Head Start Family and Child Experiences Survey (FACES) is an on-
going, longitudinal study of Head Start program quality and child outcomes, which
currently has two nationally representative cohorts (1997, 2000) and plans for a
third. While it does not have a control group of children who are not in Head Start,
it does provide important information on program quality over time, and child out-
comes from program entry through kindergarten follow-up. FACES uses a sample
of classrooms, children, and families that is scientifically representative of all Head
Start programs. Child outcomes can be compared with national averages for chil-
?’re&l of all income levels on a range of standardized assessments. From FACES we
ind:

The average Head Start classroom is of “good” quality as an early childhood learn-
ing environment, consistently over several years of measurement. On the Early
Childhood Environment Rating Scale (ECERS), a widely used and well-respected in-
strument for evaluating quality of early childhood programs, scores can range from
1 (meaning “inadequate”) to 7 (meaning “excellent”). In both FACES 1997 and
FACES 2000, typical Head Start classrooms received ratings just below 5, or “good.”

Few classrooms scored below minimal quality. In FACES 1997, no Head Start
classroom in the national sample received a mean ECERS score in the “inadequate”
range (1 or 2). In 2000, a few classrooms (two-percent) scored in that range.

The use of integrated curriculum is linked to program quality. In FACES 2000,
Head Start programs using the two most widely used integrated early childhood
curricula—Creative Curriculum (39 percent) and High Scope (20 percent)—were
found to have higher average ECERS language and overall quality factor scores
than programs that used “other” curricula.

In addition, FACES 2000 has found that Head Start teachers have higher levels
of educational attainment than teachers studied in 1997-1998.

The FACES study allows comparisons of Head Start scores with national averages
for children of all income levels. Children enter Head Start with vocabulary scores
that are at about the 16th percentile nationally. They made significant progress
over the Head Start year, in both the 1997 and 2000 cohorts. For example, English
proficient children in FACES 2000 gained 3.8 points in standard scores from 85.3
to 89.1. Methodologists have called such gains “educationally meaningful” and they
are greater than the gains made by the typical child of this age, regardless of in-
come level. However, they do not raise Head Start children to the national average
in vocabulary scores. Adding in children who were not proficient in English on entry
into the program, the average standard score in vocabulary changes from 81.4 to
85.7, representing a gain of 4.3 standard score points over the 2000-2001 year.

In another important literacy area, pre-writing, Head Start children make signifi-
cant gains relative to national norms (in FACES 2000, 85.1 to 87.1), but are still
below national averages. This gain in early writing is slightly smaller than that
seen in FACES 1997, although still significant.

In FACES 2000, Head Start children are scoring higher on assessments of letter
recognition and book knowledge, areas in which they lagged in 1997-1998. First,
Head Start children in FACES 2000 are making more progress in the area of letter
recognition than they did in 1997-1998. Their scores meant that children learned
the equivalent of 5 additional letters in Head Start and knew an average of 9 letters
at the end of the program year. In relation to national norms on the Letter-Word
sub-test, Head Start children advanced about as much as the typical preschool-age
child, and performed better than the 1997 cohort but still remained below the na-
tional norm.

Second, Head Start children are performing better in the area of book knowledge.
Book and print concepts do not have national norms available, but in FACES 1997,
children did not show advances in this type of knowledge from fall to spring. By
contrast, in FACES 2000, mean scores showed a significant gain, from 1.61 in the
fall to 2.46 in the spring.

In addition, Head Start children showed growth in social skills and reduction in
hyperactive behavior during the Head Start year, according to teacher ratings of be-
havior. Behavior in Head Start is a predictor of the child’s adjustment and perform-
ance in early elementary school. Children whose teachers rated them higher on so-
cial skills at the end of Head Start were also rated higher by Kindergarten teachers.
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Children whose teachers rated them higher on social skills and lower on behavior
problems also scored better on cognitive assessments at the end of Kindergarten,
even when their Head Start assessments were taken into account.

The Head Start Impact Study is a longitudinal study involving approximately
5,000 three- and four-year old children across 75 nationally representative grantee/
delegate agencies (in communities where there are more eligible children and fami-
lies than can be served by the program). The participating children have been ran-
domly assigned to either a Head Start group (that receives Head Start program
services) or a control group (that does not receive Head Start services but may en-
roll in other available services selected by their parents or be cared for at home).
Every effort was made to minimize the burden on individual programs and not to
significantly change typical enrollment and recruitment procedures.

Children enrolled in Early Head Start, Migrant Head Start, and programs oper-
ated by Tribal organizations, as well as those considered extremely new (i.e., in op-
eration approximately less than 2 years), and those considered severely out of com-
pliance were not included in the study.

Great care was taken to include only programs that were not able to serve all of
the eligible children in their community. It was important to have a sufficient num-
ber of unserved, eligible children available who could be randomly assigned to a con-
trol group, without causing any fewer children to be served by the program than
would otherwise be the case. These “saturation” determinations were based on
grantee/delegate agencies’ own reports of enrollment levels in the fall of 2001, along
with other available information.

Data collection began in the fall of 2002 and is scheduled to continue through
2006, following children through the spring of their first grade year. It includes
twice yearly in-person interviews with parents, in-person child assessments, annual
surveys with care providers and teachers, direct observations of the quality of dif-
ferent care settings, and teacher ratings of children. Data collection will include:

—Individual child data in areas related to school readiness, such as physical well-
being and motor development, social and emotional development, approaches to
l(ilarning, language usage and emerging literacy, cognition and general knowl-
edge;

—Information pertaining to parenting practices, family resources and risk factors,
demographic and socio-economic data, and family structure, including parents’
descriptions of the types of literacy activities they engage in with children at
home;

—Information on structure, process, and quality of Head Start, child care, and
school settings through first grade, including teachers’ reports on their creden-
tials and experience. Trained observers will assess the quality of different care
settings, including assessments of classroom resources and instructional prac-
tices; and

—Community level data relating to the availability and means of formal and in-
formal family support services.

An interim report is scheduled for September 2003 and the final report in Decem-

ber 2006.

EARLY LEARNING FUND

Question. The Performance Assessment Rating Tool for the Head Start program,
stated that Head Start is not well coordinated with other early education and care
programs. However, the Administration has once again proposed to eliminate fund-
ing for the Early Learning Fund, a program that seeks to remove barriers to the
provision of an accessible system of early childhood learning programs in commu-
nities throughout the United States and facilitate the development of community-
based systems of collaborative service delivery models characterized by resource
sharing, linkages between appropriate supports, and local planning for services.
Why does the Administration oppose funding for this program, when it could help
states and local communities meet the stated goals of coordination, program im-
provement, and early care and education services?

Answer. No funds are being requested in fiscal year 2004 for the Early Learning
Opportunities Program because the fiscal year 2004 budget provides funding for
similar activities in the Department of Education through the Early Reading First
program and the Early Childhood Educator Professional Development Grants.

COMPASSION CAPITAL FUND

Question. On December 12, 2002, I was in Philadelphia with President Bush for
the White House Conference on Faith-based and Community Initiatives. It was an
appropriate setting, as members of the Philadelphia community, in particular Pub-
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lic/Private Ventures, have been leaders in the area of faith-based and community
initiatives. During his remarks, President Bush highlighted the Amachi program
run by Public/Private Ventures, which is serving as the model for the Mentoring
Children of Prisoners proposal. As you know, this subcommittee has been very sup-
portive of the faith-based agenda, and just last year, funding for authorized pro-
grams received an increase of almost 50 percent. Can you provide the subcommittee
with an update on the early lessons learned through grant funding provided by the
compassion capital fund, and explain how these lessons are informing planning and
implementation for the mentoring program and the President’s new substance abuse
voucher program, as well as the broader issue of providing an appropriate oppor-
tunity for faith and small community based programs to compete for grants pro-
grams administered by your Department?

Answer. Although we are in the early stages of implementation for the Compas-
sion Capital Fund, we have already contracted with two research and development
firms to begin the necessary work toward performance measurement. Those firms
will assess best practices in faith-based organizations through several CCF dem-
onstration project grantees within a sample of eight to 10 intermediary organiza-
tions. This effort is part of a comprehensive strategy to develop measures that will
not only assess the outcomes of the program’s efforts, but will also highlight what
strategies work in utilizing this group of organizations to provide services. Using in-
formation culled from the assessment of grantees, the contractors will develop and
maintain the National Resource Center. The National Resource Center will docu-
ment programs operated under the Compassion Capital Fund so that practices are
measured, and successes emulated or expanded. We will share our findings and ex-
periences across government with interested agencies and programs, including those
involved in mentoring programs and the President’s substance abuse voucher pro-
gram.

The Family and Youth Services Bureau (FYSB) within the Administration on
Children and Families has been assigned the responsibility for implementing the
Mentoring Children of Prisoners program. FYSB has developed a program an-
nouncement soliciting applications for grant funding for the program and expects to
publish the announcement in the Federal Register early this summer. While no
funding has been obligated to date, we anticipate making all grant awards and obli-
gating all funding by September 30, 2003. We expect to make awards to a wide
range of eligible applicants, including community and faith-based organizations,
State and local units of government, and Tribes.

The President’s new substance abuse voucher program, Access to Recovery, is an
innovative client-based program to increase access to substance abuse treatment.
We recognize there are several pathways to recovery. Access to Recovery will in-
crease substance abuse treatment capacity by allowing an individual to use Federal
substance abuse dollars to choose effective treatment organizations, including faith-
based organizations. Individuals in need of treatment will first be assessed and then
will receive a voucher to pay for an appropriate level treatment. This program em-
phasizes consumer choice and will reward treatment effectiveness.

More broadly, the department has been busy eliminating the barriers that in the
past have prevented faith-based and community-based organizations entry into the
Federal funding stream. The Compassion Capital Fund program, for example, sup-
ports intermediary organizations to assist faith-based and community organizations
in helping faith-based and community organizations expand their capacity to pro-
vide needed services to the community. Intermediaries assist these small groups in
their efforts to improve effectiveness and organizational management, access funds
from diverse sources and manage those funds, develop and train staff, expand the
types and reach of social services programs in their communities and develop prom-
ising collaboration among organizations dedicated to social service delivery. A Na-
tional Resource Center is also being established by the Compassion Capital Fund
for small faith-based and community organizations. Other accomplishments include
making applications more user-friendly, promoting diversity in the grant review
panels, and eliminating preference points for organizations previously awarded
grants. With these efforts, and the assistance of intermediary organizations, the De-
partment is building a bridge between the federal government and small faith-based
and community organizations in the provision of needed services to distressed indi-
viduals and communities.

UNACCOMPANIED CHILDREN TRANSFER TO ORR

Question. Mr. Secretary, as you know, section 462 of the Homeland Security Act
of 2002 transferred the INS Unaccompanied Alien Children program to the HHS Of-
fice of Refugee Resettlement. Please provide the subcommittee with your plan, in-
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cluding timeline and budget requirements, for appropriately implementing this pro-
vision of the law.

Answer. The UAC program was transferred from INS to the Office of Refugee Re-
settlement (ORR) on March 1, 2003. Along with this transfer, the fiscal year 2003
funding base of $34.2 million was established for this program. Unobligated fiscal
year 2003 funds in the amount of $20.142 million were transferred from INS to
ORR on February 28, 2003, in a Determination Order. Much of the transferred bal-
ance was committed by INS for shelter care grants and contracts for secure deten-
tion prior to the transfer of this program to HHS. These previously existing grants
and contracts were transferred to ORR. Twenty-one full-time positions also trans-
ferred to ORR.

Consistent with Section 462 of the Homeland Security Act and the Flores v. Reno
settlement agreement, ORR will provide care and placement for these children in
the least restrictive setting possible. To this end, we are (1) scheduling site visits
to review all existing facilities under contract to the former INS, (2) entering into
cooperative agreements with the two agencies experienced in the refugee unaccom-
panied minor program to expand shelter and foster care capacity, and (3) developing
training for all staff on the assessment of the children and the facilities.

ORR is currently working with the Department of Homeland Security to finalize
a Memorandum of Understanding to specify roles and responsibilities for each agen-
cy under the transfer.

The fiscal year 2004 President’s Budget includes $34 million in ACF to support
the UAC program. This funding level represents an estimate developed before the
transfer had been completed. The UAC budget request does not include costs associ-
ated with activities not previously performed by INS, newly authorized in the
Homeland Security Act, or to reach full compliance with the Flores v. Reno settle-
ment agreement. We look forward to working with Congress to ensure that ade-
quate support is provided for the care of these children.

MEDICARE HEARINGS TRANSFER

Question. What planning and transition activities are being undertaken with SSA
to ensure that a timely and smooth transition occurs, if legislation is enacted that
transfers the Medicare appeals function effective October 1, 2003, as proposed in the
President’s budget?

Answer. The Department and SSA have agreed in principle to transfer this func-
tion currently performed by SSA’s Office of Hearings and Appeals. Negotiations over
the details and timing of the transfer are on-going. CMS is preparing a Memo-
randum of Agreement that will reflect these decisions.

We can transfer the responsibility by October 1, 2003, but to transfer the work
itself would be a monumental task to accomplish. For one thing, the existing mora-
torium on hiring new administrative law judges has not been lifted. For another,
CMS’s fiscal year 2003 budget did not include funding for appeals reform so they
have not been able to begin building the framework of systems and operational sup-
port that needs to be in place before this transfer can occur. These activities would
normally require 12 to 15 months. Given the delays and costs of the existing proc-
ess, we would ideally like to have sufficient time and resources to design a process
that provides fair and timely hearings for our Medicare beneficiaries.

HEALTH WELLNESS

Question. Under what circumstances would you support funding a chiropractic
demonstration project on health (Wellness) enhancement rather than merely the
treatment of pain or disease?

Answer. AHRQ has supported research in the area of chiropractic care. One study
found that chiropractic care is the most commonly used alternative therapy for back
problems, and is as effective as medical care alone for reducing disability and pain
in patients with low back pain. To date, the Agency has not supported the wellness
aspect of chiropractic care. To continue to build the evidence-base in the area of
chiropractic care, AHRQ would give research proposal(s) in this area every consider-
ation under its peer review process.

Question. Given the growing support for lower healthcare costs with evidence—
board wellness care. Under what circumstances would you support projects that de-
velop wellness models for health delivery?

Answer. Evidence on effectiveness of care should drive the implementation of
wellness models that have been shown to improve health outcomes and quality of
life.hAHRQ could evaluate the results of biomedical and behavior change research
in this area.
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QUESTIONS SUBMITTED BY SENATOR ToM HARKIN
HEAD START

Question. Mr. Secretary, under the Administration’s Head Start reauthorization
proposal, funding for training and technical assistance in fiscal year 2004 would be
reduced by approximately $65,000,000 at the same time that Head Start programs
are being asked to implement new child and family literacy and other school readi-
ness activities proposed in the Good Start/Grow Smart initiative, as well as a new
outcomes-based accountability system. Please explain specifically how much train-
ing/technical assistance funding will be allocated to support these initiatives, as well
as identify specifically what costs will be borne by local programs and what
source(s) of funds will be available to them to pay for related activities. In addition,
what types of training are currently being conducted by local Head Start programs
that wil}l have to be foregone in fiscal year 2004 in order to perform these new ini-
tiatives?

Answer. The training and technical assistance budget has grown dramatically in
the last several years when compared to the number of children served. Since fiscal
year 1990, for example, funding for training and technical assistance has grown 300
percent, while enrollment has increased by only 58 percent. Moreover, grantees have
received considerable training and technical assistance resources as part of the allo-
cation of quality improvement funds. For example, grantees currently receive $80
million annually for training and related costs designed to increase the number of
teachers with college degrees. Allowing the Secretary discretion to best target these
funds means that in fiscal year 2004, we will be able to serve almost 10,500 addi-
tional disadvantaged children and families in areas of the country which have the
greatest unmet need for Head Start services.

The full costs to grantees of implementing the national reporting system will be
made available to grantees from the fiscal year 2003 increase, so grantees will not
need to reduce any current activities to pay for those costs. Further, much of the
early literacy training has been and will continue to be allocated directly to grantees
to cover travel and other costs associated with this training, so again there will not
be large costs being incurred by grantees.

Grantees, in fiscal year 2004, will continue to be able to address important T&TA
issues. We will work with all of our grantees to assure that they have adequate re-
sources to meet their priority needs and will, as necessary, make adjustments in the
amount of T&TA resources expended on other areas to assure that this can happen.

CHILD CARE DEVELOPMENT BLOCK GRANT

Question. A recent report by the Southern Regional Initiative on Child Care after
interviewing administrators in 15 states and the District of Columbia found that
states and localities were collaborating successfully with Head Start in many areas.
The Child Care and Development Block Grant currently gives states a great deal
of flexibility and they can choose to take advantage of this flexibility to encourage
collaboration by aligning their policies with Head Start in areas such as eligibility,
eligibility redetermination, reimbursement rates, hours of care, etc. However, the re-
port found that the major barriers to collaboration were not related to Head Start
policies but rather were caused by state policies for subsidized child care. How does
the administration plan to provide states with the resources necessary to improve
their child care policies in order to strengthen collaboration?

Answer. The Administration is committed to promoting collaboration across early
childhood programs. Head Start, child care, and other programs can best meet the
needs of families and children by working together.

However, we do not believe that barriers to collaboration are solely caused by
State policies for subsidized child care. The Southern Institute on Children and
Families report found that “respondents generally agreed that polices were not a
barrier to collaboration, but a few State child care policies were cited as burdensome
to Head Start providers because they required programs to operate differently (em-
phasis added, p.6).” From the perspective of a child care provider wanting to collabo-
rate, Head Start policies might seem burdensome because they are different from
child care policies.

There are fundamental differences between the Child Care and Development
Fund (CCDF)—which awards monies to States for child care subsidies and quality
improvements—and the Head Start program. CCDF supports parental choice by pri-
marily giving families vouchers that they can use with an array of providers in the
private child care market while Head Start is a single-design, center-based program
operating within prescriptive Federal parameters [Note: Early Head Start (EHS)
has a home-based option, a center-based option and a combined option]. CCDF dol-
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lars are awarded to States while Head Start grants go directly to local entities. As
a condition of eligibility, CCDF requires families to work or attend training or edu-
cation while Head Start does not. Head Start requires parent involvement in serv-
ices to their children, CCDF does not. Head Start focuses on serving families below
the poverty level, while CCDF concentrates on families transitioning from or at-risk
of needing public assistance (some of whom are above poverty). These and other dif-
ferences make collaboration between the two programs a challenge, but as the
Southern Institute report found, not an insurmountable one.

Under President Bush’s plan to better prepare children for kindergarten, the Ad-
ministration has proposed a statutory change that would allow States to better co-
ordinate early childhood programs. States would be given the option to manage
Head Start funding, allowing them to coordinate Head Start with other preschool
programs in exchange for meeting certain accountability requirements.

Additionally, the Child Care and Head Start Bureaus are taking steps to encour-
age coordination. For example:

—The Child Care Bureau (CCB) has been charged with implementing aspects of
the President’s Good Start, Grow Smart initiative to help prepare children for
school. This includes working with States to develop early learning guidelines,
professional development plans, and collaboration plans. CCB’s technical assist-
ance effort, including a recent series of regional planning workshops, is de-
signed to meet the needs of the entire array of child care settings and providers
and to encourage collaboration across programs.

—The Child Care and Head Start Bureaus jointly fund the Quality in Linking To-
gether (QUILT) technical assistance initiative to support full-day, full-year part-
nerships among childcare, Head Start, prekindergarten, and other early edu-
cation programs. QUILT provides training, on-site consultation, written mate-
rials, and a website of resources (www.quilt.org), and is particularly adept at
strategies to blend or braid funding.

—The Child Care and Head Start Bureaus encourage collaboration between Early
Head Start grantees and infant/toddler child care providers, for example, by
sponsoring joint training institutes. The Child Care Bureau’s new National In-
fant and Toddler Child Care Initiative will provide technical assistance and con-
sultation to help teams of State stakeholders achieve system-wide improvement
in infant and toddler care.

Question. Mr. Secretary, in your prepared statement for your Department’s budget
hearing on March 19, 2003, with respect to Welfare Reform, you wrote: “we are com-
mitted to working with both the House and Senate to ensure legislation moves
quickly and is consistent with the President’s budget.” Before the Senate Committee
on Finance, you stated your support for additional child care funding in fiscal year
2004. Given that Senate Budget resolution assumes a discretionary spending in-
crease in the Child Care Development Block Grant of $214 million, while the Presi-
dent requested level funding, and the resolution assumes a mandatory spending in-
crease in the Child Care Development Block Grant of $200 million, will the Admin-
istration put forth a budget amendment consistent with these proposals? If not, does
the Administration support these increased resources and will it propose appro-
priate offsets?

Answer. The Administration would support increased child care funding, such as
proposed in the House-passed TANF reauthorization bill (H.R. 4), as it is accom-
panied by strengthened TANF work requirements and improvements to the overall
TANF program, and is accommodated within the context of the overall budget.

INDEPENDENT LIVING VOUCHER PROGRAM

Question. Mr. Secretary, I applaud the Administration’s awareness of the unique
circumstances faced by individuals who will age out of foster care, and its goal to
help improve upon this situation with the new Independent Living Voucher pro-
gram. As you are aware, the Congress provided approximately $42 million in the
Department of Health and Human Services Appropriations Act, 2003 to support this
new program. Please explain your plan for implementing this new program, specifi-
cally how federal funds will be used efficiently and effectively in conjunction with
the base Independent Living program and other programs and nonfederal funding
streams to better serve the needs such individuals.

Answer. As you mentioned, several purposes of the base Chafee Foster Care Inde-
pendent Living Program (CFCIP) focus on services and supports to improve the edu-
cational outcomes for individuals aging out of foster care. A recent survey indicates
States are providing a wide range of services to ensure that youth will stay in and
complete high school in order to be eligible for the newly available post secondary
education and training vouchers. These services include tutoring, remedial instruc-
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tion, the purchase of books, equipment, supplies and school related travel and trans-
portation.

Presently, we are developing guidance to the States to direct the effective imple-
mentation of the Education and Training Voucher program (ETV). The guidance re-
quires States to submit an application amending and expanding the base CFCIP
plan, specifically the educational assistance component. This application requires
States to describe how they will implement the new voucher program and its re-
qilired conditions, including strengthening the educational activities already in
place.

States are also being encouraged to coordinate their program with other appro-
priate education, training and dropout prevention programs. These programs in-
clude, but are not limited to, the Department of Education’s Upward Bound pro-
gram, the Department of Labor’s Workforce Investment Programs for out-of-school
youth, and private sector initiatives such the Orphan Foundation of America’s
Scholarship program and the Community College Foundation’s Peer Counseling pro-
gram in California.

Another way we hope to ensure efficiency is by encouraging States to work with
the student financial offices of educational and training institutions to certify an in-
dividual’s eligibility for the voucher program. In the guidance, we specifically ref-
erence the Free Application for Student Financial Assistance (FASFA) as a resource
to assist jurisdictions in certifying eligibility for the ETV program. States are en-
couraged to use the FASFA as it may be a helpful tool for identifying youth eligible
for the ETV program as a part of the case planning activities specifically related
to preparation for post secondary education and training; and as a method for certi-
fying the youth’s financial status.

QUESTION SUBMITTED BY SENATOR ERNEST F. HOLLINGS
STROKE

Question. Mr. Secretary, I would like to spend a minute discussing your agency’s
stroke-related activities. As you know, stroke is the third leading cause of death in
United States and a major cause of permanent disability. My home state of South
Carolina falls within the group of Southeastern states known as the “Stroke Belt”
where stroke death rates are significantly higher than the national average. More
than half of my state falls within the “Stroke Buckle,” a part of the “Stroke Belt”
where stroke death rates are twice the national average. South Carolina is at the
epicenter of an epidemic. We have the highest stroke death rate in the nation and
have held that unfortunate distinction for the past five decades.

I noted with great interest the recent release of the CDC’s the “Atlas of Stroke
Mortality: Racial, Ethnic, and Geographic Disparities in the United States.” The
document does a great job defining the extent of the problem but does not prescribe
a solution to the. problem. For that we need a larger portfolio at the NIH. I am
concerned given the significant impact that stroke has on the lives of so many citi-
zens, the NIH invests only 1 percent of its budget on stroke research. At the encour-
agement of this Subcommittee, the National Institute of Neurological Disorders and
Stroke’s Stroke Progress Review Group identified critical gaps in stroke knowledge
and outlined 5 research priorities and 7 resource priorities. Mr. Secretary, what can
you tell us about your plans to implement these recommendations? I would also ap-
preciate hearing any additional plans you may have to alleviate and prevent stroke
in the “Stroke Belt” and the “Stroke Buckle?”

Answer. NIH continues to place a high priority on stroke-related research. The
stroke program of the National Institute of Neurological Disorders and Stroke
(NINDS) ranges from basic investigation of stroke mechanisms through large stud-
ies of risk factors and clinical trials aimed at prevention or treatment. Interventions
under investigation besides the “clot-buster,” t-PA, include drugs, surgery, vitamins,
physical therapy, and psychosocial modalities. Research is also targeted to special
issues of stroke in minority populations, women, and children, and in geographic re-
gions such as the “stroke belt.”

The NINDS has formed a Stroke Working Group (SWGQG) of Institute Program Di-
rectors who work on stroke to implement the recommendations of the Stroke
Progress Review Group (SPRG). This group matched current NINDS stroke activi-
ties to SPRG goals, including basic genetic studies, research to understand the proc-
ess of stroke recovery, development of better animal models of stroke, expansion of
stroke imaging research, and development of new designs and methods for stroke
clinical trials. The NINDS Stroke Working Group continues to meet regularly to re-
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view progress in implementing the recommendations of the SPRG, and to discuss
plans for future activities.

The NINDS already supports, or is planing, a variety of stroke center programs
that address a number of SPRG recommendations. A new initiative, Specialized Pro-
gram of Translational Research in Acute Stroke (“SPOTRIAS”) will facilitate trans-
lation of basic research findings into clinical practice, in settings where patients are
evaluated and treated very rapidly after the onset of their symptoms. The intent of
the SPOTRIAS is to support a collaboration of clinical researchers from different
specialties whose collective efforts will lead to new approaches to early diagnosis
and treatment of acute stroke patients. Training and career development will be
part of the SPOTRIAS program.

Other ongoing efforts are focusing on expanding education and training of stroke
medical and research personnel, a resource priority identified by the SPRG. Initia-
tives in this area include the Mentored Clinical Scientist Development Award,
Mentored Patient-Oriented Research Career Development Award, NINDS Career
Transition Award, and the Mid-Career Investigator Award in Patient-Oriented Re-
search.

We know the “Stroke Belt” is an area in the Southeastern United States with
stroke mortality rates approximately 25 percent above the rest of the nation, and
contains a region of even higher stroke mortality (the “Stroke Buckle”). African
American stroke mortality is 50 percent higher than in whites. The NINDS has ini-
tiated several studies to address this phenomena. The NINDS, NHLBI and NCRR
are jointly supporting a Stroke Prevention/Intervention Research Program at More-
house School of Medicine in Atlanta. The goals are to further understand the eti-
ology of stroke among rural and urban African Americans who reside in the Stroke
Belt. Based on the data obtained, community-specific stroke prevention and inter-
vention projects will be crafted and evaluated. Additionally, the Institute supports
a study, “Etiology of Geographic and Racial Differences in Stroke” in Alabama. The
role of geographic and racial differences in incidence as contributors to the dif-
ferences in mortality rates will be examined and risk factors estimated. Also, the
role of candidate genes for stroke will be investigated. This study addresses the wide
range of hypothesized causes of the excess stroke mortality in the Southeastern US
and among African Americans, and will provide information to design interventions
to reduce the excess stroke mortality in these populations.

QUESTIONS SUBMITTED BY SENATOR ROBERT C. BYRD
MEDICARE PLUS CHOICE

Question. As I hear all this rhetoric about injecting competition and choice into
Medicare to save the program, I must ask myself, where’s the competition and
choice in my State? There are only two Medicare HMOs in the whole State of West
Virginia, and they enroll less than two percent of the entire State’s Medicare popu-
lation. The seniors in my State depend on a strong and viable traditional, fee-for-
service Medicare program. “Choice” seems to be a favorite theme of this Administra-
tion. In the Medicare program, right now, seniors have the choice of their individual
doctor. That’s what most people in West Virginia think about when they think about
choice. The last thing seniors in my State need is a forced choice between the family
doctor they know and trust and the prescriptions drugs they need to live. Mr. Sec-
retary, what happens under the Administration’s current deregulation scheme, to
the poorest and sickest seniors in West Virginia who are left in a Fee-For-Service
Medicare plan, without drug coverage, facing skyrocketing premiums, and with no
HMOs or private health plans coming to their rescue?

Answer. Senator, President Bush is not about to let that happen, and the Frame-
work to Modernize and Improve Medicare takes steps to ensure that all Medicare
beneficiaries have access to an Enhanced Medicare plan with meaningful prescrip-
tion drug coverage.

Enhanced Medicare will be a system of PPO-style plans that will be awarded con-
tracts to serve entire multi-state regions. Under those contracts, the PPOs will be
required to take all beneficiaries—those in the cities, as well as those in the rural
areas. This structure will be fundamentally different than the county-by-county con-
tracts you are familiar with in Medicare + Choice. This system of regional con-
tracting has worked successfully for TRICARE in the military health system. That’s
why we believe that the regional PPO approach is right for Medicare.

PPOs have been a growing form of health insurance and are now the most pop-
ular type of coverage in the private market. Among individuals with employer group
coverage, 52 percent are enrollees of PPOs as of 2002. Today’s workers will age into
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Medicare with experience with PPO coverage. Indeed, 78 percent of large employers
offer a PPO option to pre-65 retirees.

So all Medicare beneficiaries will have the option of Traditional Medicare or En-
hanced Medicare as described above. In addition, for those who choose to stay in
Traditional Medicare, the Framework protects them from undue premium increases.
Pfafrt B premiums would continue to be calculated as though current law were in
effect.

MEDICARE PRESCRIPTION DRUG PROPOSAL

Question. Mr. Secretary, you have repeatedly stated that the Administration’s pro-
posal to reform Medicare is modeled after the Federal Employees Health Benefit
Plan (FEHBP), which offers several different health plans for Federal employees.
However, in States like West Virginia, comparing Federal employees participating
in the FEHBP to Medicare beneficiaries participating in the Medicare program is
like comparing “apples and oranges.” The Federal employees in West Virginia are
much younger, wealthier, and healthier than the Medicare beneficiaries in West Vir-
ginia. Medicare beneficiaries in West Virginia are either elderly or disabled, and
tend to be heavy utilizers of costly health care services. Further, the health plans
offered to Federal employees in West Virginia through the FEHBP are all con-
centrated in only small pockets of my State, the Northern and Eastern Panhandle
regions, which are less rural. There are very few Federal health plans offered in
southern West Virginia. Mr. Secretary, can you offer an explanation as to how a
Medicare prescription drug proposal, modeled after the Federal Employees Health
Benefit Plan, would work in West Virginia?

Answer. The difference, Senator, is in how Enhanced Medicare defines its service
areas. Under Enhanced Medicare, beneficiaries could choose to receive integrated
benefits and drug coverage offered through a FFS/PPO plan, like FEHBP or
TRICARE. The plans would bid to serve one or more of 10 multi-state regions, and
by doing so they would agree to serve the entire region, cities and rural areas alike.
In addition, all beneficiaries in a region are guaranteed access to any of the three
plans that are entrusted to serve the region. Beneficiaries who enroll in an average-
priced plan in their region would pay a premium equal to the Part B premium in
traditional Medicare. Those choosing the plan with the low-priced bid would receive
most of the savings, while those choosing the high-priced bid would pay a supple-
mental premium. Beneficiaries would pay an additional premium for drug coverage,
except for those with low incomes. New benefits in the enhanced package include
a combined deductible for Part A & B services, free preventive benefits, and protec-
tion from high out-of-pocket medical costs.

In designing the framework, the President is looking toward other federal pro-
grams that have successfully brought coverage to federal workers in big city offices,
kt)o forest rangers in remote areas, and all federal workers and their dependents in

etween.

PRESCRIPTION DRUG COST

Question. Mr. Secretary, according to an article in The Wall Street Journal on
February 24, 2003, it appears that taxpayers as well as Medicaid are being signifi-
cantly overcharged for prescription medications by certain pharmaceutical compa-
nies. The article states that “despite a 1990 law requiring drug makers to report
to Medicaid the lowest prices they charge anyone, some big pharmaceutical compa-
nies simply aren’t doing so.” The result is taxpayers and Medicaid are paying more
than their fair share for prescription drugs. Mr. Secretary, I find this matter deeply
troubling and wonder why the Administration has chosen to ignore this glaring
loophole in the law in its current Medicaid proposal?

Answer. This administration has by no means ignored the complications sur-
rounding prescription drug pricing. In fact, the President’s budget proposes to work
to work with congress to improve the Medicaid drug rebate system. There are many
means by which we can generate program savings. We look forward to working with
you to determine the course of action that will best address the concerns of the
American taxpayer.

MEDICAID PROPOSAL

Question. Mr. Secretary, I am concerned that the Administration may be trying
to take advantage of the current fiscal crisis facing States in order to sneak out of
the Federal government’s financial obligations to the poor and disabled and to cap
what is now a guarantee of specific health benefits. The Administration’s Medicaid
proposal would essentially eliminate the federal guarantee of certain health benefits
for a significant portion of the Medicaid population. Why is the Administration dis-
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mantling this health care safety net at a time when many Americans are vulnerable
from the struggling economy and rising health care costs?

Answer. The Administration has proposed State Health Care Partnership Allot-
ments to deal directly with the problems of coverage being eliminated due to con-
strained State budgets. States can currently eliminate coverage for non-mandatory
populations and many states have already made cuts. We are not eliminating any
guarantees that currently exist.

The Medicaid reform package gives States alternatives to merely cutting the rolls.
Instead of solving budgetary dilemmas by cutting whole populations, the allotment
model would allow States to strategically construct services in ways that most ably
address the specific needs of their unique Medicaid and SCHIP populations.

Once again let me stress, mandatory services for mandatory populations will not
be affected by the reform package. We are not allowing States to cut any popu-
lations they can’t already cut through State Plan Amendments. We hope that we
Iliave given States a more humane alternative to eliminating benefits for needy

mericans.

SCIENTIFIC ADVISORY COMMITTEE

Question. Mr. Secretary, I found it extremely disturbing to read on the front page
of The Washington Post last Fall that the Bush Administration has been quietly
overhauling the 250 scientific advisory committees that guide the Department of
Health and Human Services (HHS) on a wide range of health issues. I am concerned
that the Presidents message to scientific advisory committees within his Adminis-
tration reads: either you’re with us or you’re against us. While the Administration
talks about supporting programs that are shown by science to be effective, at the
same time, the Administration is reshuffling the independent panels and stacking
them with handpicked, partisan choices. Mr. Secretary, why should the general pub-
lic have any confidence in the recommendations of these advisory panels when their
independence and objectivity appear to have been compromised?

Answer. There are over 250 Secretarial Advisory Committees at the Department
of Health and Human Services. By Congressional charge the Office of the Secretary
is responsible for making appointments to these committees. Vacancies on these
committees occur regularly for a variety of reasons including resignations and expir-
ing terms. We are also charged with maintaining the charters of these committees
and from time to time we must update charters as they also expire. As a result,
we will make hundred of appointments in the course of any year and update several
charters in the same time frame.

Let me assure you that this Department fully supports and understands the need
to select members for scientific advisory committees who are the best suited to pro-
mote health in our nation. Under the General Services Administration manual’s
chapter on Advisory Committee Management, we are required to adhere to certain
policies. For example, we must ensure that the nomination, selection, and appoint-
ment process results in selections that are balanced in terms of views represented.
I am confident that we have in place procedures to ensure that we select members
who are not only experts, but whom we believe will provide objective assessments
on important scientific matters without prejudice or prejudgment.

SUBCOMMITTEE RECESS

Senator SPECTER. Thank you all very much. The subcommittee
will stand in recess to reconvene at 9:30 a.m., Thursday, March 27,
in room SD-192. At that time we will hear testimony from the
Honorable Roderick Paige, Secretary, Department of Education.

[Whereupon, at 10:27 a.m., Wednesday, March 19, the subcom-
mittee was recessed, to reconvene at 9:30 a.m., Thursday, March
217.]
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