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ASHINGTON, July 10 — President Bush will call later this week for major -
continental.com.

changes in Medicare, and as an interim step wants to encourage the elderly to
acquire drug discount cards so they can immediately get lower prices at pharmacies,
federal officials said today.

Such cards are issued by "buyers' clubs" organized by private companies that negotiate
discounts with drug manufacturers and pharmacies. Administration officials said they
were exploring ways to promote the cards' use by quick presidential action, without a
need for immediate legislation or federal spending.

One such discount plan is run by Merck-Medco and the Reader's Digest Association.
Merck executives emphasized that their plan was not insurance and was not a
substitute for proposed Medicare drug benefits. But, they said, it does enable people to
get discounts of 10 percent to 30 percent or more at any of 40,000 participating
pharmacies, for a membership fee of $25 a year.

White House officials are still trying to work out precisely how the government would
promote such plans and encourage enrollment by Medicare beneficiaries.

Mr. Bush intends to set forth a detailed set of principles for Medicare legislation at a
White House event on Thursday. The White House sent invitations today to members
of Congress, consumer groups, pharmacists and health care providers. Mark B.
McClellan, a health economist on the White House staff, met today with about a dozen
House Republicans to seek their support.

Federal officials said Mr. Bush hoped to seize the initiative on the issue and shape
Congressional debate just as the Senate Finance Committee is about to begin writing
legislation to update Medicare, created 36 years ago, and add drug benefits.

White House officials said Mr. Bush would emphasize that any new government drug
benefits must be part of a comprehensive bill to revamp Medicare. One of the
president's goals is to expand the role of private health plans; these include health
maintenance organizations, which now provide care to slightly more than 14 percent
of the 40 million beneficiaries. www.conlinental.com

Medicare H.M.O.'s typically provide some drug benefits to their members. But about
one-third of Medicare beneficiaries do not have any insurance to cover prescription
drugs outside hospitals.

Mr. Bush made "Medicare reform" and prescription drug benefits a central theme of
his presidential campaign. In his first budget, he sought $156 billion for the purpose
over the next 10 years. In response, Democrats said it would cost at least $300 billion
over 10 years to provide minimally adequate drug benefits.
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Democrats in Congress say they are open to modest changes in the management of
Medicare, to increase competition among suppliers of goods and services. But they say
they will not accept any changes that put financial pressure on the elderly to join
H.M.O'.'s.

Edward M. Kennedy of Massachusetts, the Senate's leading Democratic strategist on
health care issues, said: "It's going to become increasingly apparent through the
summer that "Medicare reform' is not going to take place. But there will be a real

Indeed, Senate Democrats working on Medicare legislation are now heavily focused
on adding a prescription drug benefit. The leading proposal, offered by Senator Bob
Graham, Democrat of Florida, would provide drug coverage as a standard part of the
Medicare benefit package. The Democratic majority on the Senate Finance Committee
is expected to use Mr. Graham's legislation as the centerpiece of a broader measure
that the committee could approve before the August recess.

The idea of drug discount cards may well be a highlight of the White House event this
Thursday. Representative Nancy L. Johnson, Republican of Connecticut, said such

But many drugstores and pharmacists adamantly oppose the cards. Indeed, the
National Association of Chain Drug Stores, which represents companies like CVS and
Rite-Aid, tried to persuade the Bush administration to drop its idea.

The association's president, Craig L. Fuller, who was White House chief of staff to Mr.
Bush's father, said, "A discount card unfairly places the burden for reducing drug
prices on the backs of retail pharmacies," requiring drugstores to lower their prices
without necessarily affecting the wholesale prices charged by manufacturers.
Pharmacists say the manufacturer's charge accounts for more than 70 percent of the
retail price of a prescription, on average.

Gov. Gary Locke of Washington State, a Democrat, created a drug discount program
for people 55 and older in the summer of last year, while he was running for
re-election. A group of pharmacists filed suit, and in May a state judge stopped the
program, saying the governor exceeded his authority when he created it by executive
order.

Administration officials said Mr. Bush supported these principles for overhauling
Medicare:

§The private sector should play a major role in delivering drug benefits and managing
drug costs, but the federal government must provide substantial subsidies for all
beneficiaries.

Y[Elderly people should be able to choose the company that, under the administration's
plan for an overhaul, would manage their pharmacy benefits. No company should have
a monopoly; there should be at least two "pharmacy benefit managers" in each region.

Y The federal government should set an overall limit on the out-of- pocket
pharmaceutical expenses of Medicare beneficiaries.
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{[People content with their existing Medicare coverage could keep it. The government
would pay employers to continue drug coverage as part of retiree health benefits.

YThe government should, for the first time, make payments to H.M.O.'s to cover the
cost of providing drug benefits. Congress should make other changes to reverse the
exodus of H.M.O.'s from Medicare. (In the last three years, managed care plans have
dropped more than 1.6 million Medicare beneficiaries.)

On Wednesday, the House of Representatives is to vote on a bill that would allow
imports of low-priced prescription drugs. Mr. Bush supported such legislation in the
campaign, but now the White House is opposed, saying the bill could increase imports
of "unsafe, unapproved or counterfeit drugs."
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