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ANTICIPATED NOMINATION OF GOVERNOR
TOMMY G. THOMPSON TO BE SECRETARY
OF HEALTH AND HUMAN SERVICES

THURSDAY, JANUARY 18, 2001

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, DC.
The hearing was convened, pursuant to notice, at 9:30 a.m., in

room 216, Hart Senate Office Building, Hon. Max Baucus (chair-
man of the committee) presiding.

Also present: Senators Rockefeller, Breaux, Conrad, Graham,
Kerry, Torricelli, Lincoln, Grassley, Nickles, Gramm, Lott, Jeffords,
and Snowe.

OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA, CHAIRMAN, COMMITTEE ON FINANCE

The CHAIRMAN. Good morning, everybody. Today we will consider
the nomination of Governor Tommy Thompson of Wisconsin to be
the new Secretary of the Department of Health and Human Serv-
ices.

The Secretary bears great responsibility. The Department of
Health and Human Services employs over 60,000 people. It runs
programs that affect virtually every American—huge programs like
Medicare, which protects 40 million Americans and is at the heart
of our compact with senior citizens; Medicaid, another entitlement
program that serves 40 million people; the new program to provide
temporary assistance to needy families.

HHS also administers many other programs that seldom make
the headlines but that reflect our collective commitment to those
who are suffering through hard times: day care, foster care, pro-
grams for reducing drug dependency, preventing child abuse, and
domestic violence; critical programs that need a strong adminis-
trator.

But the new Secretary’s job will not just be administration. Sev-
eral HHS programs will be the focus of our legislative work as our
committee considers important reforms.

First and foremost, we need to improve the Medicare program by
providing coverage for prescription drugs. The practice of medicine
has changed dramatically since Medicare was created in 1965.
Today, more often than not, a trip to the doctor results in a trip
to the pharmacy to fill a prescription as part of the therapy.

As we all know, drug prices are rising fact. In fact, seniors who
do not have insurance coverage for prescription drugs pay the high-
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est prices of anyone in the world. We need to fill this glaring gap
in the Medicare program.

There are several ideas on the table. To my mind, we should take
the current program as a starting point. Like any other big pro-
gram, Medicare is far from perfect, but by and large it works. It
works pretty well. It is predictable, beneficiaries like it, and it pro-
vides a model of universal coverage that should be our goal.

At the same time, we should be willing to consider reforms to the
current program that inject more competition and improve the ad-
ministration of the program. I hope that we can work together to
enact a prescription drug program for all seniors, not just low-in-
come seniors, in the next 6 months.

There are other issues, including a careful review of the Welfare
Reform bill that we enacted almost 5 years ago. We very much look
forward to working with you, Governor, as you are the Nation’s
leader in welfare reform.

In addition, we need to improve the Medicaid program and the
CHIP program. We need to find ways to lend a hand to the 43 mil-
lion Americans—that is, 15 percent of the population, and in Mon-
tana, almost 20 percent of the population—who do not have health
insurance.

One question your new administration must answer is how we
deal with the uninsured when a substantial portion of the surplus
is planned to be spent on tax cuts.

One final point. I represent Montana, a rural State about the
size of California but with only 900,000 people. To put it in per-
spective, Wisconsin has a population density of about 80 people per
square mile; in Montana, it is 6 people per square mile. Not 60, 6.

This has a huge effect on the delivery of health care. I know Sen-
ator Dole understands this from his State of Kansas very well. For
example, we do not have any home care at all in a three-county
area the size of West Virginia.

As a result, you will hear me say again and again, Governor, a
Medicare approach that works in Manhattan, Montana may not
work in Manhattan, New York, or vice versa. We need creative al-
ternatives that are sensitive to the characteristics of rural areas,
like the Critical Access Hospital Program we created as part of the
Balanced Budget Act of 1997.

So, in the end, Governor, I urge you all the best luck. You have
a huge challenge ahead of you, and I wish you very well.

I would like to turn to my good friend, the imminent and soon-
to-be eminent Chairman of the committee, Senator Grassley.

OPENING STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S.
SENATOR FROM IOWA

Senator GRASSLEY. Thank you very much, Mr. Chairman. Before
I give my statement, I need to associate myself with particularly
the latter part of your remarks about the delivery of rural health
care and remind everybody that the working relationships that we
have had on rural health care as individual members of this com-
mittee will continue, and hopefully even more successfully than in
the past.

Although I think we have been fairly successful in getting some
things done, we do need to do more. It has got to be one of our
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major goals if we are going to make sure that we have equity in
the health care delivery system.

Governor Thompson, obviously we welcome you and congratulate
you on your appointment to this very important job. We thank Sen-
ator Kohl and Senator Feingold for being here to support you, Sen-
ator Dole as well, remembering his outstanding service as a mem-
ber of this committee and as Senator, generally.

We thank Secretary Shalala for 8 years of doing an outstanding
job as Secretary of HHS. She has had a lifetime of public service,
and probably the last eight years have been her toughest.

She has stuck out 8 years, and that does not happen very much
in any Cabinet position, and probably most often not in HHS, al-
though I do not know the history of all of the Secretaries. But not
very many have served 8 years, I am sure.

It is most fitting that we are starting the first health care hear-
ing in the Finance Committee with your nomination, Governor
Thompson, because you represent a way of doing business that I
hope will be our way of doing business.

The people of Wisconsin know Governor Thompson to be a prob-
lem solver, focused on improving the lives of real people. A large
part of his success has been his extraordinary ability to stay in
close touch with the people that he serves.

It is my hope that the Finance Committee will also seize the op-
portunity to solve the very real problems that impact millions of
Americans in this country: modernizing Medicare and improving
access to prescription drugs for seniors; reducing the 43.5 million
uninsured in this country; improving health care in rural commu-
nities; and improving long-term care. These are all priorities on
which I look forward to working closely with Governor Thompson
and my fellow colleagues in the ensuing years.

Governor Thompson brings to Washington a set of strengths and
skills that are an excellent fit for these new responsibilities. Par-
ticularly, his recognition and commitment to innovation, something
that we do not do enough of inside the beltway. He has shown
through his work on many issues, especially welfare reform, that
he is not bound by the old, tired approaches, but instead is focused
on working together to develop creative solutions to tough prob-
lems, and even confronting stringent requirements of Federal law
before those Federal laws were made more elastic here in recent
years.

Governor Thompson has made remarkable progress in address-
ing the health care needs of families in Wisconsin. Successful pro-
grams such as Badger Care and Family Care continue to reflect his
ability to reach consensus and implement concrete solutions.

Governor Thompson also brings a well-earned reputation for ef-
fective administration and management of his State. As he as-
sumes responsibility for crucial programs such as Medicare, Med-
icaid, and the State Children’s Health Insurance Program, he
brings a commitment to modernize and restructure to deliver a big-
ger bang for the taxpayer dollar and to respond to the realities of
medicine in this new century.

Finally, the people of Wisconsin have emphatically endorsed Gov-
ernor Thompson’s unmistakable bipartisan style, electing him four
times Governor. The presence here today of his Wisconsin col-
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leagues reaching across party lines speaks louder than words can.
Many of us here in Washington have a lot to learn from the all-
embracing approach of successful Governors such as Governor
Tommy Thompson.

We are in a unique situation here in the Senate where biparti-
sanship can no longer be a hobby for a few of us. Instead, it de-
mands to be a way of life for all of us. The American people have
demanded it, and it seems to me we have an obligation to respond.

Our goal for this hearing today is not to demand policy agendas
or resurrect partisan campaign issues, but instead to get to know
Governor Thompson and determine whether he fits the position
President-elect Bush has so proudly nominated him for.

Tomorrow, a second hearing will be health in Health, Education,
Labor, and Pensions Committee, so I hope this morning we can
focus on the programs and activities within the Finance Commit-
tee’s jurisdiction.

I would like to close by thanking Governor Thompson for his
willingness to serve. It is a major personal sacrifice on many dif-
ferent levels, that he has served.

I also want to thank President-elect Bush for choosing such a
qualified candidate and for sending such a clear signal of his desire
for problem-solving, innovation, effective management, and most
important at this time especially considering the last Presidential
election, considering the 50/50 make-up of the Senate, the example
of bipartisanship.

I thank you.
The CHAIRMAN. Thank you very much, Senator.
We have a little housekeeping question here. I see a good num-

ber of Senators here who wish to give opening statements, so we
have a choice here. Either we give the opening statements, or at
least allow those giving introductions to go ahead, but I would ask
my colleagues to be extremely brief in their opening statements, or
if they would rather give a longer statement, if they indicate that
to me now, then we can allow Senator Dole and others to make
their introductions of Governor Thompson first.

Senator GRASSLEY. It is up to the Chairman.
The CHAIRMAN. With such an eminent panel introducing Gov-

ernor Thompson, I think we will go ahead and have those introduc-
tions.

I would like to begin, first, with the third chairman in the room
here of this committee, and Majority Leader, Senator Dole, some-
one whom we have worked with over the years, and for whom we
have nothing but the highest respect and admiration.

I have worked personally with Senator Dole, and I have to tell
you that he is someone you can trust as the day is long. That has
always been a quality about you, Senator, that I have appreciated
very, very much, as well as your wonderful sense of humor.

Anyway, Senator, we would love to hear from you.

STATEMENT OF HON. BOB DOLE, FORMER SENATOR
MAJORITY LEADER FROM THE STATE OF KANSAS

Senator DOLE. Well, I appreciate this very much. I am just sit-
ting here looking at the committee and how it has changed since
I first became a member way back in the 1970’s. I remember dis-
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cussing with the Chairman, in 1981, the Republicans took over
after 18 years and we had our first vote on the committee, the
Chairman always votes last. Of course, Russell Long had been
Chairman for 17 years. They said, Mr. Chairman, and he voted
‘‘aye’’, though I was the Chairman. But he had a very quick recov-
ery. He said, ‘‘I not only vote with my Chairman, I vote for my
Chairman.’’ So, things have changed. I know it is a great com-
mittee, if you just think of the legislation this committee has
passed, generally in a bipartisan fashion. If you do not have a little
bipartisanship, it is not going to survive on the Senate floor.

I have already written a note to Senator Grassley, who will be
becoming Chairman at noon on Saturday, or whenever it happens,
to tell him to cut my taxes. [Laughter.] I have not heard back from
him. [Laughter.]

Senator GRAMM. Did he write back?
Senator DOLE. Not yet. He has the franking privilege.
The CHAIRMAN. The Chairman says, Senator, you seemed not to

worry as much about that when you were Chairman, his cutting
taxes.

Senator DOLE. You get to do a few things when you leave the
Senate, and one of those rare opportunities I have today. I have
been a friend of Tommy Thompson, I do not know for how long, but
for a long time.

He comes from the big down of Elroy, WI, not quite as large as
Russell, KA. His father worked in a gas station, my dad worked in
an elevator. His mother had to work to help the family, my mother
worked to help the family. I think Tommy has only lost one elec-
tion. That is where the similarities end. [Laughter.] No statewide
elections. He never lost statewide.

But he is just one of those Governors that both Senator Grassley
and Senator Baucus has referred to that gets things done and is
innovative, and understands, working with Democrats and Repub-
licans, you can sometimes find good solutions that are going to last
for a long time.

I think he knows who he is, where he comes from, who he serves,
and what got him here today. It has been a lot of hard work, and
I think, obviously, a lot of support in his State from Republicans
and Democrats. That is why Herb and Russ are here this morning.
He is following the footsteps of an outstanding Secretary, Donna.
You have done a great job.

She reminded me, when she was having her confirmation hear-
ing, I came because Elizabeth told me to get over here and to sup-
port Donna Shalala. She was right, and you have done an out-
standing job. We certainly appreciate all you have done and all
that Tommy is going to do.

I would just say, finally, as I have worked with Governor Thomp-
son, whether it is welfare reform, health care, or whatever it might
be, he is looking for results. He is not looking for headlines, does
not have an agenda of his own, he is trying to find results. As ev-
erybody here knows, we had a lot of different views on welfare re-
form. I think his work with others in a pragmatic and bipartisan
way has been demonstrated time and time again.

As I have indicated, whether it is economic policy, whether it is
health care, whatever the policy might be, and you have already
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cited some of the big challenges you are going to have with Social
Security, prescription drugs, and Medicare, it seems to me, if it
comes out of this committee with a 17–2, 18–2, or 17–3, whatever,
a solid vote, bipartisan vote, then it is not only going to pass, it
is going to last and it is going to benefit the American people.

I agree with the Senator from Iowa, Senator Grassley, that it
seems to me, with a 50/50 Senate, I guess every morning you must
make certain who has got the 50 before you go to work, whether
you are the Minority Leader or the Majority Leader. I know it is
going to be close.

It seems to me there is not much you are going to do about it,
except work together. I think there is a blessing, in a way. I would
rather have 60, if I were the Majority Leader. Never did, but al-
ways dreamed about it. Senator Byrd used to tell me about it.
[Laughter.]

But there are going to be policies affecting health care, and the
list goes on and on. Governor Thompson has been ahead of the
curve on almost every issue. He has worked with Governors in both
parties, he has worked with legislators in both parties, he has
worked with us, he has worked with many of you who are on the
committee today, and he knows that, despite the cynics, when we
have the right people with the right intentions, with the right pol-
icy, you get results that benefit the people. That is what service in
the Congress, or anywhere else, is all about.

So, Governor, I am here with others who support the nomination.
I can certainly attest to his character and his integrity, and can as-
sure this committee and the American people that we can do no
better than to have Governor Thompson lead HHS after the out-
standing service of Secretary Shalala.

Thank you very much. I would ask that my entire statement be
made a part of the record.

The CHAIRMAN. It will be included in its entirety. Thank you,
Senator, very much.

[The prepared statement of Senator Dole appears in the appen-
dix.]

The CHAIRMAN. It is great to have you back. We would like to
see more of you, in fact.

Senator DOLE. I would be happy to vote. [Laughter.]
The CHAIRMAN. Yes. Well, we will have to work that out.
The Chair now recognizes the great Senator from Wisconsin,

Senator Kohl.

STATEMENT OF HON. HERB KOHL, A U.S. SENATOR FROM
WISCONSIN

Senator KOHL. Mr. Chairman and members of this committee, I
thank you for inviting me here today. It is indeed an honor for me
to be on this panel today with Donna Shalala and with my Senate
colleagues, Senator Feingold to my left, and Senator Dole to my
right. It is a rare chance for me, as it would be for anybody from
Wisconsin, to introduce my friend and my Governor, Tommy
Thompson, the proposed nominee for Secretary of Health and
Human Services.

I mean it literally when I say this is a chance to introduce him
in a very rare way, because in Wisconsin where Governor Thomp-
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son has presided for over 14 years as our Governor, he needs no
introduction. Here in Washington, it is no easy task to describe the
Governor.

Tommy Thompson defies simple characterization. In a time when
politicians are jockeying to be called bipartisan, that label does not
do justice to Tommy Thompson. He is superpartisan, above it all.

As Governor of Wisconsin, he has worked nationally and locally
with Democrats and Republicans to do whatever it takes to bring
the best to the most people. For example, 91,000 families off the
welfare rolls and into paying jobs; 10,000 students kept in school
with his innovative School-to-Work program; and 78,000 low-in-
come working family members covered by the health insurance
they could not previously afford.

There is no doubt that the Governor’s voter’s registration says
Republican, but his methods reach across the aisle and his suc-
cesses reach across the board.

As Secretary of HHS, Tommy Thompson’s ideas will be bold, as
they were when he pushed Wisconsin to be the first State to end
the entitlement to welfare. He will do whatever it takes to make
his ideas work, as he did when he marshalled State resources to
give welfare families the support they needed to make the transi-
tion to productive employment.

Should Governor Thompson be confirmed by the Senate, as I
know he will, I can guarantee two things. First, his ideas and
methods will defy characterization, and second, his results will not.

I am confident the Governor will bring to HHS and to the mil-
lions of people across our country it serves the same thing that he
has brought to Wisconsin: dedication, innovation, and ultimately
and certainly, success.

I thank you for being here.
The CHAIRMAN. Thank you very much, Senator.
We are now honored to hear from the other Wisconsin Senator,

Senator Feingold.

STATEMENT OF HON. RUSSELL FEINGOLD, A U.S. SENATOR
FROM WISCONSIN

Senator FEINGOLD. Thank you, Mr. Chairman and members of
the committee.

It is with great enthusiasm that I introduce my Governor and
friend, Tommy Thompson, as President-elect Bush’s Secretary of
Health and Human Services Designate. I want you to know, Gov-
ernor, whether they have always agreed with you or not, everyone
in Wisconsin is proud of you today. In fact, Governor, this is the
first time that I will be able to vote for you and not get into trou-
ble. [Laughter.] I am looking forward to that.

Tommy and I have known each other since our days in the Wis-
consin State Legislature, where he served as the Minority Leader
of the Assembly and I served as a junior member of the Wisconsin
State Senate.

Since our time together there and during the last 18 years, we
have shifted roles and responsibilities, but have continued to work
together on a wide range of issues, helping Wisconsin’s dairy indus-
try, increasing access to home and community-based services for
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the elderly and the disabled, and expanding access to health care
for children and their families.

While I am sure that both the Governor and I would like to talk
to each of you today about America’s dairy farmers, I will focus for
a minute or two on a couple of other issues.

Throughout my time working with Governor Thompson he has
always been willing to take on the difficult issues, using bold, new
approaches—the word bold comes through time and again, as Sen-
ator Kohl indicated—to get the job done. His approach is rooted in
the Wisconsin idea, which values innovation above partisan grid-
lock or worn-out approaches to problems.

Thanks to Tommy, the Nation has borrowed from the Wisconsin
idea, mirroring many of the creative policies that we have imple-
mented in our great State. A number of people have already men-
tioned, of course, the leadership on the welfare issue.

We in Wisconsin can be proud that our State was the first in the
Nation to submit a welfare plan under the 1996 law that created
the Temporary Assistant to Needy Families program. In fact, under
the Governor’s leadership the Wisconsin plan was submitted on the
very day that President Clinton signed the TANF program into
law.

Wisconsinites are also proud that the Wisconsin idea has caused
our State to rank second in the country in terms of residents cov-
ered by health insurance, and Governor Thompson has worked tire-
lessly to make that happen, and I know wants to expand it even
more.

Two years ago, Tommy rolled up his sleeves and brought Wiscon-
sin’s can-do attitude to the table and worked with both Republicans
and Democrats to enact what we call Badger Care, Wisconsin’s pro-
gram to expand health care coverage opportunities to children and
their families. He has tirelessly promoted Badger Care’s ideals that
children have a much better chance of being healthy and doing well
in school when they live in a healthy family.

He has also promoted measures to help Wisconsin’s elderly and
disabled maintain their independence by remaining in their own
community, and I believe that he is the ideal person to take the
Wisconsin leadership on this issue to Washington.

Tommy has also recognized that we must take steps to ensure
that we find innovative ways to allow the disabled to remain in the
community and to be able to enter the workforce without fear of
losing key benefits.

Again, I have had the opportunity from here to admire many of
his proposals to provide a coordinated system of benefits to those
with disabilities, and also the concept of allowing those with dis-
abilities to retain certain benefits while they enter the workforce.

Governor Thompson knows that seniors in Wisconsin and around
the Nation need to see these problems addressed in bipartisan, in-
novative fashion, and I think that Governor Thompson is the one
to lead the charge.

So, as I have already told them, my door is always open to talk
about any of the many issues under his supervision. I am sure
that, by the end of the confirmation process, every member will feel
the way that I do, that Tommy will be an asset to the new adminis-
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tration and someone we can rely on to address the tough issue by
bringing Wisconsin’s can-do attitude to Washington.

Thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Senator.
We are now honored to hear from the designate’s predecessor,

Donna Shalala, who has been the longest-serving HHS Secretary,
by far. I have admired you very much, Secretary Shalala, in many
capacities. One is your energy. I do not know anybody who works
harder than you, as I know Secretary Thompson will.

Second, I appreciate your coming to Montana, coming to the most
rural parts of our State, too. You have been to cities, you have been
to rural America, and I deeply appreciate your service. I know all
Americans do, as well.

STATEMENT OF HON. DONNA SHALALA, SECRETARY,
DEPARTMENT OF HEALTH AND HUMAN SERVICES

Secretary SHALALA. Thank you very much, Mr. Chairman. Thank
you to all the members of this committee, and Senator Grassley.

I am very pleased to be here today to introduce my friend and
former colleague, Governor Tommy Thompson. What goes around
comes around, and Governor Thompson came down from Madison
almost exactly 8 years ago to introduce me before this committee.

Governor Thompson is a consensus builder, he is not an ideo-
logue. He will work well with this committee. He has been, as al-
ready noted, a creative, thoughtful advocate for Welfare-to-Work.
More than any other Governor in this country, Governor Thompson
has articulated not only what it takes to move people from welfare
to work, but what it takes to keep them there. His willingness to
spend money up front and to say that is what is necessary, child
care money and health care money, to help families stay in the
workforce has just been extraordinary.

He is a strong supporter of science, and is chancellor at the Uni-
versity of Wisconsin. We had a wonderful relationship as the Gov-
ernor and legislature supported innovative ideas to rebuild the sci-
entific infrastructure of the State’s great universities and to sup-
port the scientists.

He understands the connection between investments in basic
science and institutions like the National Institutes of Health, the
Centers for Disease Control, the Food and Drug Administration,
and a vibrant economy.

Providers beware. Governor Thompson will not ask this com-
mittee to spend one more dime than necessary for quality health
services. He will be tough-minded about spending the taxpayers’
dollars.

He believes in community-based services, as Senator Feingold
has noted. Let me say a little about that, because Wisconsin, under
his leadership, has been a leader in giving people a choice between
institutionalized care and community-based services.

That is important for this committee because the Governor, I can
assure Senator Grassley, will be touch on the institutions that pro-
vide services to the elderly and to the disabled, but he will also
fight for their opportunities to live in the community as an alter-
native to institutionalized care.
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Finally, he understands rural America and small towns; he
comes from one. This man from Elroy understands what kinds of
services and what kinds of investments we need to put in Amer-
ica’s more rural areas.

I am very pleased to introduce him. I do not want to gloss over
our differences, including a woman’s right to choose and perhaps
some areas of devolution, but this is a good and talented manager.
He has been a superb Governor of Wisconsin, he is my friend, and
I am just delighted to hand over, as the Senate decides, the reigns
of HHS to Governor Tommy Thompson of Wisconsin.

The CHAIRMAN. Thank you, Madam Secretary.
Governor, with that loyal introduction, I am tempted to conclude

the hearing so you can get to work. There are, however, a couple
of Senators who would like to make a couple of statements and ask
a question or two.

The introducers can certainly be excused. We thank you very
much for taking the time, and particularly for those thoughtful in-
troductions.

Senator Rockefeller, you are next.

OPENING STATEMENT OF HON. JOHN D. ROCKEFELLER IV, A
U.S. SENATOR FROM WEST VIRGINIA

Senator ROCKEFELLER. Governor Thompson, I welcome you and
have enormous regard for you personally and professionally. My
comments will be brief, and I will have some questions.

But things that concern me, and I will just start off because that
is what I was talking with Donna Shalala about, is a little tiny pro-
gram which I mentioned yesterday, which I hope is in the process
of being fixed and relates to retired coal miners and their health
benefits.

On a much larger scale, the whole question of Medicare reform
and what one does with the institutions that support Medicare, I
think, are tremendously important.

With a 50/50 split in the Senate, the whole concept of com-
promise becomes absolutely necessary. Yet, sometimes talking
about compromise is easier than actually dealing with the prin-
ciples involved with compromise.

One of the things that we had a chance to discuss was, if you
say, what is the compromise between an actuarial benefit, let us
say for prescription drugs, and a defined benefit, now most people
will not know what either of those means. But if there is to be a
compromise, it has got to be between those two and that is not an
easy thing to achieve. I think that your leadership can help us on
all of that.

On the matter of HCFA itself, I am one of those who thinks that
HCFA needs to be more responsive to not just the Congress, but
particularly the beneficiaries and the providers. I think that folks
that run HCFA do not have an opportunity to bring in enough peo-
ple with them.

It may be that we do not support you, should you be nominated,
which you will be, and with my vote. They cannot bring enough
people to run the organization. Those 4,000 in Baltimore, et cetera,
work hard, but they are really the masters of the system and are
loathe to change.
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I think that it would be your instinct to try to shake that up
somewhat in a constructive way, and I think many of us on the
committee would be willing to help that. I think allowing the ad-
ministrator to bring in more people to run and to reflect his or her
point of view, thus, yours and the administration’s, would be very,
very important in that.

One of the things we also mentioned was the whole question of
block granting. We had a frank discussion about that and I know
your views, and I just wanted to repeat that actually John Chafee
and I wrote the Children’s Health Insurance program, and then it
was passed in an extraordinary meeting of the session in which we
booted all staff and everybody out of the room and agreed in two
hours on what should happen. Bipartisanship suddenly flourished
when we were not under the glare, or whatever. It had not hap-
pened before, has not happened since, ought to happen more.

But, in any event, the late John Chafee and I really opposed hav-
ing the States do that because we both figured that some States
would do it very well, other States would not do it well.

My State is one which has not done it well. I think that will
change, but there was a great period of setting up of committees
and bureaucracy, and people were hired and fired, and it was slow
to start. I think when you do something like that it needs to be
done at an even rate so that all children get an equal chance, as
George W. Bush would say.

I would hope that we would not only look at ways to make that
work better, it being a block grant, but also that we would look to
the day that we could include the parents of those children, and
work in legislation for the day when we can include the parents of
those children, because it is such an easy thing to do in a step-by-
step approach towards universal health care.

A Medicaid block grant, which is contemplated by some, would
affect some 350,000 low-income women and children in our State.
When this whole idea was last considered by Congress, it would
have cost West Virginia about $4 billion, which I indicated is much
larger than our State budget.

I mean, it is just something we could not possibly do. We have
many Medicaid beneficiaries, 350,000 out of 1.8 million. I mean,
you get the point. We have low per capita income. We discussed
that. So, that is something that concerns me.

I have a lot of interest, as Chairman Baucus does, in rural health
care, and we discussed that; the whole question of reimbursement
issues. One of the things I fear is that, as we in Congress now for
2 years in a row do reimbursement for a major mistake we made
in 1997, since we have done it 2 years in a row, there is always
a temptation to say, well, that takes care of that.

In the meantime, in West Virginia our hospitals are losing an
enormous amount of money, home health care agencies are going
out of business, skilled nursing facilities, hospice, all the rest of it.

So I think that is going to be a continuing problem on our part
to be able to give providers a chance to provide health care. That
is serious beyond virtually any description.

I once argued with a member of this committee that a prescrip-
tion drug benefit is incredibly important for Medicare recipients,
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but not having access to health care is an even more important cri-
sis. So, all of these things, I think, have to be considered.

I am very interested, as we discussed yesterday, in the whole
question of the way we in this country do not teach in our medical
schools, or at least in no more than 40 percent of them, how it is
that, when one is terminal in life—I am not talking about Jack
Kevorkian or any of that—how one does palliative care, pain man-
agement, and how one resolves medically the whole question of a
dignified end of life. That is an issue which has not surfaced suffi-
ciently.

Susan Collins and I are working on that, and others, but it has
enormous meaning in America. It is beginning to be caught up by
the millions of families, obviously, that experience this and live
through this.

So I would just say that I really look forward to your steward-
ship. In my conversation, everything I have heard about you, you
are very practical. I think you and I are the only two on this panel
who have been Governors before, and I trust Governors because
they have to deal with things as they are, not as they wish they
would be.

So I wish you well, Governor, and I look forward to voting for
you.

The CHAIRMAN. Thank you very much, Senator.
The Chair now recognizes Senator Nickles.

OPENING STATEMENT OF HON. DON NICKLES, A U.S. SENATOR
FROM OKLAHOMA

Senator NICKLES. Mr. Chairman, thank you very much.
Governor Thompson, welcome to the committee. We look forward

to you, not only during your confirmation hearing, but frankly in
the process of working together with you to solve a lot of problems.
Many of us have done that with you in the past.

It is interesting that Senator Dole was here, because I remember
Senator Dole having a lot of meetings with Governors on the issue
of welfare reform, Medicare, Medicaid, waivers, and I remember
Governor Tommy Thompson always being at the lead and saying
we want to get some things accomplished. And you did it. You did
it in your State.

Frankly, I look forward to the fact, with your experience in your
State and your leadership in your State, and the fact that you are
able to do so much in welfare reform, gave us great guidance in
making welfare reform, nationally, a great success.

I also remember Wisconsin, under your leadership, leading the
effort to get waivers in Medicaid. As a matter of fact, almost a chal-
lenge by your State and other States saying, we want to try some-
thing different in Medicaid, and HHS and HCFA being slow to re-
spond. Now you get a chance to lead HHS and HCFA. I might echo
a couple of things that Senator Rockefeller said; HCFA is a mess.
You have got a real challenge. It is one of the most difficult jobs
around.

I think no one is better suited to take this responsibility than
you are, and I certainly look forward to working with you. We have
some big challenges, needless to say, in Medicaid and Medicare
that did not get done last year, or the last Congress or two.
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Maybe it should have, but we did not get it done. It is going to
take a bipartisan to do it, and it is going to take a person that un-
derstands the programs and understands the need to work together
to make it happen.

I compliment you for your three and a half decades of public
service in the State of Wisconsin and your willingness to take on
a national leadership role, as you have done as head of the Na-
tional Governors Association, and now as head of HHS.

It is an enormous responsibility, well-suited for a person of your
enormous talents. I think, together, we can have some real suc-
cesses for our country and I look forward to working with you. My
compliments to President-elect Bush, I think, for an excellent nomi-
nation.

The CHAIRMAN. Thank you, Senator.
Senator Kerry?

OPENING STATEMENT OF HON. JOHN F. KERRY, A U.S.
SENATOR FROM MASSACHUSETTS

Senator KERRY. Mr. Chairman, thank you very much.
Governor, welcome. I have enjoyed working with you so much

from the Commerce Committee and your role on Amtrak and trans-
portation. It has given me a first-hand opportunity to learn the
truth of the significant words spoken by each of the people that in-
troduced you.

Besides that, I will say that I have watched and admired what
you have been able to do in your State as Governor over the years.
You have been an innovator and you have, indeed, reached out
across the lines.

I certainly would say to my colleagues, for those who have not
worked with you, that they are going to find in you someone who
listens and really works to find the common ground.

So I am personally excited about the prospects, though I cannot
say any Democrat is so excited we would not want to see someone
from our party sitting there. But we are excited about it and I
think there is a lot we can achieve.

I was just mentioning to John Breaux that, back in 1994 on the
Health Care bill, I was not on the Finance Committee and I did
not have an enormous amount to do with it, but as Senators are
wont to do we all kind of get pulled into these things.

I remember meeting with Senator Dole, Bill Bradley, John
Chafee, John Breaux, and others in an effort to try to find the com-
mon ground, if you will, on the Health Care bill.

I think one of the great, lost opportunities of recent time was the
fact that we could have had 90 percent of a more structured effort
to cover Americans in place had we been willing to compromise
back then. But we could not find that, so we wound up with noth-
ing.

The result is that, today, obviously, we have a health care system
that is not just a health care system, almost a social structure that
is full of contradictions that do not make sense for the richest coun-
try on the face of this planet.

The best technology, some of the greatest advances in medicine,
extraordinary hospitals, extraordinary capacity to deliver health
care, yet more and more Americans finding primary care in emer-
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gency rooms, more and more Americans not covered, more and
more Americans not even guaranteed to have the coverage under
employer plans.

I think it is about 60 percent of the adults in America who are
employed, in a large employment situation, do not have coverage
and are not guaranteed that they will have that coverage under an
employer plan. Even those people who are paying for benefits with
HMOs are not guaranteed that they are going to get what they
think they are paying for, or do pay for.

So we have been struggling here in the Congress over the ques-
tion of whether someone will have even a right to go get a second
opinion, or the right to a specialist, or the right to decide what
emergency room they want to go to.

Now, in Massachusetts, as you know, we have a extraordinary
health care system; great hospitals, great research base, great edu-
cation base. But the fabric of that community, Governor, is frayed
today, deeply frayed.

We said we were going to cut $115 billion under the Balanced
Budget Act; we cut $230 billion, plus. So we are in a situation
where we cannot tolerate annual 15 percent increases in spending
on prescription drugs, which is what is predicted, and survive. We
cannot tolerate an additional 15 percent cut in home health care,
let alone 1 percent, and survive.

Nine hundred thousand seniors in this country have been cut off
of home health care in the last few years because of the Balanced
Budget Act, 2,800 entities have closed. Twenty-eight in my State
shut their doors altogether, six switched out of Medicare, gave up
their numbers. And 12 have merged.

The end result is, we are forcing people into more expensive
health care settings. Instead of home health care, which is sup-
posed to keep them in the home and cheaper, and is, in good cases
where it is delivered properly.

They go to a nursing home, they go to a hospital setting, then
they wind up, where Senator Rockefeller said, in this dying status
that is far more expensive in many cases than it ought to be.

My father passed away last summer in a hospital setting. It was
not where he wanted to be, it is because of where he wound up be-
cause of circumstances. It was a remarkable education for me in
the difficulties of 24-hour home care for a period of time. We could
afford it, but most Americans cannot.

Also, in the difficulties of pain management and other kinds of
issues within the hospital setting itself. We can deal with these
issues, but we are going to have to somewhat depoliticize it and be
more practical, deal with HCFA, which now two members have
mentioned, which none of us, I think, in the Congress have found
particularly responsive to our needs.

So let me just summarize by saying that I think you have got
an extraordinary opportunity with this 50/50 Congress. We have
been desperately wanting to make these changes here, and I think
you may be well-positioned, given your history and your approach
to these things, to help us do it. I look forward to working with you
in that effort.

Thank you, Mr. Chairman.
The CHAIRMAN. Thank you very much, Senator.
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The Chair recognizes the Senator from Mississippi, the Majority
Leader, Senator Lott.

OPENING STATEMENT OF HON. TRENT LOTT, A U.S. SENATOR
FROM MISSISSIPPI

Senator LOTT. Thank you, Mr. Chairman. I truly will be brief.
Governor and soon-to-be Secretary Tommy Thompson, I wanted

to be here publicly, personally, not to congratulate you, but thank
you for being willing to take on this most important responsibility.

In many, many ways, I know it is a sacrifice for you to leave a
position you have enjoyed—you have done such great work—and
move at least part of your family down here to Washington.

So, I appreciate you being willing to do it. It is such an important
position. I think President-elect Bush did an extraordinary service
to our Nation by selecting you for this position.

I do not think I have ever heard a more ringing endorsement
from the two Senators from the State of a nominee than the two
we heard this morning, and they are of the other party. That says
an awful lot about you and about them. Of course, to have Sec-
retary Shalala and Bob Dole here with you, it is a pretty impres-
sive thing.

When I think about you and listen to what I have heard this
morning, there are a couple of words that have come up repeatedly:
bold and innovative. You are going to need every ounce of that
boldness and innovation that you could possibly conjure up in this
new position, and I know you will certainly do that.

You have been commended for what you have done in your State
on welfare rolls, your efforts to give a helping hand to those that
need it to get out of welfare and into a job, and stay in those jobs.
You have done an awful lot of good work in so many areas in your
State.

But one area that has not been mentioned that I also want to
thank you for, and sometimes my colleague from Texas and I dis-
agree on this, but you have also been very active and provided
leadership in transportation. As chairman of the Amtrak board, we
appreciate that.

You have helped make an effort to see if we could have a genuine
national rail passenger system. And that is not an easy under-
taking, but you have been willing to give the time to it. You have
had the assistance of a very able Mississippian, John Robert Smith,
the mayor of Meridian, to help you in that effort and you all have
done great work.

You are going to be back before this committee a lot. So many
of the things that President-elect Bush has talked about are going
to reside in this committee, such as tax relief for working Ameri-
cans to keep the economy growing, Medicare reform, prescription
drugs, Social Security, and in health across the board. We will need
your counsel, we will need your leadership in making these things
work.

I do not want to keep pounding on this one subject, and I apolo-
gize, I am going to have to leave to go talk to our graduating pages,
but I, too, want to emphasize my concern about HCFA, maybe not
in the same say that others have, but I think that is the one issue
that I mentioned to you when you were kind enough to talk with
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me about your nomination, the excessive regulatory burdens. It is
almost as if the people that are HCFA do not talk to the people
that are out there providing these services. There is a disconnect.
Quite often, the things that they try to force on the health care in-
dustry raise the cost or drive people out of business. I think they
are trying very hard to be responsible and to provide savings to
comply with the Balanced Budget Act, but I think that is one area,
the day you are sworn in, you need to take a very close, hard look
at, get the best possible man or woman in that position of leader-
ship there that you can find, because that is going to be a problem
for all of us for quite some time.

But, mainly, I just wanted to say thank you, Tommy, and good
luck to you, my friend.

Governor THOMPSON. Thank you.
The CHAIRMAN. Thank you very much, Senator.
Next on the list is Senator Jeffords. No, I skipped Senator

Gramm. Senator Gramm was here ahead of you. I am sorry.

OPENING STATEMENT OF HON. PHIL GRAMM, A U.S. SENATOR
FROM TEXAS

Senator GRAMM. Well, Mr. Chairman, being a sweet person, I
would never complain. Thank you, Mr. Chairman.

Tommy, let me welcome you before the committee. The problem
with people saying all these good things, is when they start criti-
cizing you they have got more credibility in doing it, having wel-
comed you here with open arms. So, it is kind of a mixed bag, I
will just warn you in advance.

I just want to mention three issues. The first issue is Medicare.
Our new President committed in the campaign that he was going
to provide prescription drug coverage as part of Medicare within
the context of reform.

I think the big problem is going to be that Congress is going to
be eager to provide a new benefit, but they are not going to be
eager to do the tough reforms that we need in order to keep Medi-
care solvent for many years into the future.

So I think the first challenge you are going to have on Medicare
is ensuring that, when we are handing out these new benefits that
are going to be very, very popular, that we are doing it in an effi-
cient way and that we are doing it in the context of an overall re-
form. I would commend the work of the Bipartisan Commission on
Medicare as a good starting point as you begin to work on Medi-
care.

The second issue that, clearly, we are going to be dealing with
early on is the Patient’s Bill of Rights. Our challenge in Patient’s
Bill of Rights is it is very simple to define, it is very difficult to do.
That is, how do we strengthen the ability of patients to deal with
HMOs without destroying the very efficiency of HMOs in terms of
bringing rationality and economy to health care?

Obviously there are two big issues in the Patient’s Bill of Rights
that we grappled with in the last Congress right up until the last
day. One issue, is liability. How do you give people the ability to
sue an abusive HMO without so expanding medical liability that
you drive up cost and deny millions of people access to health in-
surance and access to HMOs?
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The second issue, is to what degree do States have a right to say,
well, we enacted a law, we did it before the Federal Government
got around to it, we like the way our program is working, and we
appreciate Washington caring about us, but we would rather do it
ourselves. We have a very strong law in Texas.

The very real question we had to grapple with is, given that they
wrote a comprehensive bill, should our bill come in and require
them to do it the way the Federal Government wants to do it or
should they be allowed to say, in these areas of consumer protec-
tion, we have adopted our own procedure, it is in place, so we
would like to operate under the State law? This is a tough issue,
one you are going to have to come to grips with.

The final issue I wanted to mention is one that you are well-
known for, and that is welfare reform. As you know, in this Con-
gress we will have to reauthorize the Welfare Reform bill. You
would think it would be easy.

President Clinton, who vetoed it initially and who fought it every
step of the way, now claims it is the great legacy of his administra-
tion. Everybody in Congress is now for welfare reform.

But I just would say that I suspect that reauthorizing it,
strengthening it, building on what we did and not backing away
from the commitment we made is going to be a very difficult chal-
lenge.

So when you look at the key issues we are facing in this Con-
gress, Medicare, Patient’s Bill of Rights, welfare reform, you obvi-
ously have signed on to a tough job. And it may have been hard
in your home State, but I would at least say that you are in the
big league here. In terms of taking problems and making them
worse, no place on earth tends to do that more than we do. So, I
commend you to this task.

The CHAIRMAN. Thank you, Senator.
Senator Jeffords?

OPENING STATEMENT OF HON. JAMES M. JEFFORDS, A U.S.
SENATOR FROM VERMONT

Senator JEFFORDS. Thank you, Mr. Chairman.
Governor, it is a pleasure to see you again. I look forward to

being with you tomorrow morning before our committee, so I will
be very brief.

I just want to acknowledge the service that you have done for
this country, and I would like to point out an area of which I am
aware that has not been emphasized, that is your role as chairman
of the GOALS panel, with the purposes of measuring improvement
in education. You have done exemplary work in that area. Unfortu-
nately, it is a very discouraging area, as you know, as we try to
improve the education in this country.

I also want to say that I look forward to working with you in the
area of human services. Your experience and leadership in welfare
reform in Wisconsin has been well defined here. Your success pro-
vides a model for us in our own efforts to create similar goals.

We must ensure that the Federal law supports the continuing ef-
forts in States like Vermont and Wisconsin, and you have done
some wonderful things in your State, as we have in Vermont. So,
I look forward to working with you.
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Finally, I would take a moment, though she is gone, to commend
Secretary Shalala for all of her efforts and her stewardship.

Mr. Chairman, thank you.
The CHAIRMAN. Thank you very much, Senator.
Next on the list is Senator Snowe.

OPENING STATEMENT OF HON. OLYMPIA J. SNOWE, A U.S.
SENATOR FROM MAINE

Senator SNOWE. Thank you, Mr. Chairman.
I certainly, too, want to welcome Governor Thompson and join

the enthusiastic chorus of support for your nomination. I think the
bipartisan testimonials that have been offered here today in intro-
ducing you to this committee and to the Congress are illustrative
of the kind of knowledge and talents that you are going to bring
to bear at the Department of Health and Human Services.

As one who has worked with you, Governor Thompson, I frankly
cannot think of a more appropriate person to lead the department,
somebody who has literally rewritten the book on delivering gov-
ernmental assistance. When we were working on welfare reform re-
member we looked at your innovative program, Wisconsin Works.
Your program became the blueprint for welfare reform here at the
Federal level. It is precisely your kind of knowledge and experience
that will allow us to address many of the critical issues that Ameri-
cans face today, and ones that we indeed have been wrestling with.

The fact that you have been Governor, that you have been in the
forefront of these issues, that you understand firsthand the needs
of your people, and ultimately the American people, I believe is
going to serve all of us well.

Without question, there are a number of concerns with the De-
partment of Health and Human Services, but let me just cite a few.
I think, first and foremost, of course, the financial viability of the
Medicare program is important. We need to bring Medicare into
the 21st century while recognizing the new health care realities,
and particularly when it comes to providing prescription drug cov-
erage.

When the Medicare program was designed in 1965, it was pri-
marily predicated on inpatient hospitalization. Today we know that
prescription drug therapies are not incidental treatments, but in
fact are often primary care treatment.

So, therefore, I think that we have to give our ultimate consider-
ation to enactment of a prescription drug coverage program, and
hopefully we can do it in conjunction with Medicare reform.

There is no question about the need for coverage of this kind for
Medicare beneficiaries when one in three Medicare recipients do
not have prescription drug coverage. The question is, what can we
do about it?

We have all introduced our various pieces of legislation; I did,
along with Senator Weiden and others here on the committee, and
in the U.S. Senate. This committee has grappled with this issue for
the last couple of years. I hope that we can come together to craft
a solution to this most pressing national need.

One of the other pressing issues, is the issue of the uninsured.
This last year saw a decline in the number of uninsured Americans
for the first time since 1987. But that gives us little comfort when
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it means that there are 43 million Americans without health insur-
ance, 10 million of whom are children.

I know I am preaching to the choir here on this issue because
Wisconsin, again, under your leadership, was at the forefront of ad-
dressing this problem. In fact, I understand Wisconsin ranks third
in the commitment to helping uninsured children.

Again, it is testimony to your understanding, as well as your
commitment to this kind of issue. I think that with your active par-
ticipation we can hopefully address this issue. Certainly from our
perspective on this committee we can use the Tax Code to provide
support in helping people to get the insurance that they des-
perately need. This is a national problem that requires a national
solution.

As Senator Gramm mentioned welfare reform, and we will be
considering the reauthorization of the Welfare Reform legislation.
Since this law was enacted in 1996 we now have the lowest per-
centage of Americans who are on the welfare rolls since, I think,
about 1967.

However at the same time we should look at and examine the
outcomes of welfare reform. What has happened to former welfare
recipients; why are there so many who are not finding work? Are
we providing adequate support structures so they can ultimately
become self-sufficient? Again, you made an enormous commitment
to child care. In fact, we modeled our commitment after yours, al-
though we did not go as far you did, and we should have.

In fact, as a result of what you did in Wisconsin, we were able
to provide the rationale for providing, I think, $3 billion more in
child care support under welfare reform. You, in fact, provided, I
think, a 15- to 20-fold increase in Wisconsin, and that is why it has
been a tremendous success.

But we ought to examine some of these issues in the final anal-
ysis, what we can do better, and where, because obviously this is
the right direction and we ought to recognize where we can im-
prove upon it in some of the areas to make sure that it works well
for everybody involved.

The final issue is the responsiveness of HCFA. I will reiterate
what others have said. If you just look at the issue of the Kasse-
baum-Kennedy legislation that was passed in 1996 for portability
as well as prohibiting insurance companies from discriminating
against individuals for preexisting conditions, the GAO report that
came out in March of 2000 indicated the department had yet to im-
plement that legislation. HHS is still in the final stages of issuing
their first regulations on this legislation that was passed, in fact,
4 years ago.

The GAO report came out last spring at a time which we were
debating the Patients’ Bill of Rights, underscoring the question
that if HCFA could not implement legislation that was passed 4
years ago, how could it tackle the Patient’s Bill of Rights? So, we
clearly have to make HCFA more responsive.

Again, those are some of the issues that I am concerned about.
There are others as well, but I will get to that in my questions. But
I want to welcome you to this committee, and I applaud you for the
record of achievement that you bring to this particular office.

Thank you, Mr. Chairman.
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The CHAIRMAN. Thank you very much, Senator.
Senator Breaux?

OPENING STATEMENT OF HON. JOHN BREAUX, A U.S.
SENATOR FROM LOUISIANA

Senator BREAUX. Thank you, Mr. Chairman.
I, too, would like to welcome the Governor, who will soon be the

Secretary of one of the most important departments in our Nation’s
government. I am delighted that he as agreed, as everyone else has
said, to accept the responsibility. It is, indeed, a great responsi-
bility, and also a great opportunity to do good things.

If we are to be judged by the company that we keep, I think that
this morning was a good indication of the type of candidate you will
be for this job. I mean, you had two U.S. Senators, one would-be
President, and one soon-to-be President. I had to think about that
one for a while. [Laughter.] But you also had three Democrats and
one Republican, indicating the bipartisan support that you have.

I have questions, when we get around to that, about Medicare
and your concept of what we should be doing in that area. I have
some questions about the Patient’s Bill of Rights, and some of the
other things that are very, very important.

But a couple of notes. Number one, you are going to be heading
a huge bureaucracy. Most of the people have been there long before
you will get there, and most of them will be there long after you
are gone. They know that you are going to be there for a very short
period of time. Many think that perhaps the direction of that de-
partment should come from the bottom and not from the top.

You are at the top, and between you and the President it is going
to be your responsibility to set a policy and get those thousands of
good, working professionals to agree with it and support it. That
is an immense task. I am convinced that, as Governor, you have
been through this process before and you know how to handle it.

Do not ever forget who is the Secretary, who sets the policy,
along with the President and the Congress. That is your responsi-
bility. Be in charge, run the place, because that is what they are
going to expect you to do.

The other thing is, I do want to caution on a policy thing. We
can talk about that, maybe. I think that President Bush’s propo-
sition on prescription drugs, as a short-term fix, is an ill-advised
and ill-conceived concept. I say that for three reasons.

Number one, a block grant prescription drug to the States, which
you are familiar with. It is wrong because, number one, it is going
to take just as long to get that through the Congress as it is going
to probably take to do an overall reform of Medicare, and that re-
form should include prescription drugs, absolutely.

Number two, I think many people are going to think it is sort
of a welfare program and that it is only designed to serve poor sen-
iors, when we should be serving all seniors.

Number three, many States are not going to be able to afford to
participate in it, because it is obviously a block grant which is
going to require a match. I know my State would not be able to
participate, we cannot come up with the match. I think you would
find that true in a lot of States out there.
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So I think, to the extent that you could use your talent and
knowledge in this area, along with your supporters, to try and
work out a way we can do both Medicare reform and prescription
drugs, I think that would be terrific advice to the new President,
and hopefully help us resolve this.

So we look forward to working with you. We are glad you are
there and look forward to your confirmation.

Governor THOMPSON. Thank you, John.
The CHAIRMAN. Thank you very much, Senator.
Senator Conrad?

OPENING STATEMENT OF HON. KENT CONRAD, A U.S.
SENATOR FROM NORTH DAKOTA

Senator CONRAD. Thank you, Mr. Chairman.
Welcome, Governor Thompson. I have long admired your innova-

tion in terms of administration of important programs, especially
welfare. I really think you helped the Nation move in a different
direction that we desperately needed to do.

I wanted to just mention to you, if I could, this is an issue that
I hope you will pay special attention to, because the disparities
across the Nation on Medicare reimbursement are becoming more
serious and have very severe consequences.

This shows the disparity for the treatment of new illnesses, sim-
ple pneumonia here, heart failure on this side, and it compares two
hospitals, Mercy Hospital in Devil’s Lake, ND, and Our Lady of
Mercy Medical Center in New York City.

The blue bar is Mercy Hospital in Devil’s Lake, the red bar is
the Our Lady of Mercy Hospital in New York. On simple pneu-
monia, that hospital in Devil’s Lake gets about $4,300 to treat that
illness. For that exact same illness, the hospital in New York gets
twice as much, $8,600. The same is true in the case of heart fail-
ure; about $4,000 reimbursement from Medicare for that hospital
in Devil’s Lake, $8,000 for the hospital in New York.

Now, the result of this is, of our 44 hospitals in North Dakota,
12 of them are on the brink of failure. Twelve of 44. That is accord-
ing to the leading accounting firm in our State that has gone out
and done an analysis of the economic status/financial status of our
hospitals.

I think many of us would be quick to acknowledge there is a dif-
ference in the level of cost between Devil’s Lake and New York
City, but it is not 100 percent. When we go out and buy technology,
they do not give us a discount because we are getting half as much
reimbursement.

It is true that there is a difference in labor rates, but it is not
a 100 percent differential. With the increasing difficulty of attract-
ing medical professionals to rural areas, this kind of differential
cannot be sustained. It simply cannot be sustained.

Now, I am no expert on the economics of the hospitals or the fi-
nances of the hospitals in New York. I am not here to say take it
away from them and give it to us; I doubt that they could take that
kind of reduction. But I do know, if this differential is not reduced,
then it is going to be increasingly difficult to deliver medical serv-
ices in rural areas.
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I have not looked at your State, Governor Thompson. I have not
looked at the differentials there. I do not know if they are as dra-
matic as what we face here, but perhaps they are.

One other point I would make to you, and that is in home health
care. The same kind of thing, really, differentials that are impos-
sible to support, impossible to defend. A lot of this grows out of
past history. As you know, these are based on costs, historical
costs. But the costs change, and we are stuck to old formulas that
no longer reflect the reality.

I would just say to you, I hope very much that in this new posi-
tion you will aggressively review these old formulas, that you will
aggressively review the economic fall-out from these determina-
tions, and come to us with recommendations on what we can do to
fix this.

If we do not, we are going to see a continued closure of hospitals,
of home health care agencies. This is not theoretical, it is hap-
pening right now in my State.

I thank you, and I thank the committee for its time.
The CHAIRMAN. Thank you very much, Senator. There are a lot

on the committee who share the same concerns.
I would now like to recognize a new member of this committee,

who unfortunately was unable to make it yesterday. But we wel-
come you, Senator, to the Finance Committee. It is an honor and
a privilege to have you here. We would now like to hear from Sen-
ator Torricelli.

OPENING STATEMENT OF HON. ROBERT G. TORRICELLI, A U.S.
SENATOR FROM NEW JERSEY

Senator TORRICELLI. Thank you very much. First, it is a pleasure
to be here, second, to address you as Chairman of the committee.
But for you and Senator Grassley, and other members of the com-
mittee, I look forward to this service very much and I am very
grateful for the opportunity.

Governor Thompson, it is a pleasure to welcome you as well. I
am very pleased to see your nomination, not only because I think
that you could serve us so well as a member of the Cabinet, but
because since you will no longer be in Wisconsin you will have no
influence in fighting the Northeast Dairy Compact.

Senator BREAUX. Do not count on it.
Senator TORRICELLI. This is a double win for us.
So much has been asked of you, I will simply leave you with my

own philosophy, for what it is worth, as you begin this valuable
service.

Many good men and women of both political parties have come
before you in this position. They have served our country ably by
working with our health care system and making contributions,
where possible. The system has evolved from those many years of
service, which is strained. You perhaps can serve sufficiently by
making your own contributions to it. But I believe you are capable
of doing more than that, and that the country requires more than
that.

The United States does not have a health care system which is
financed or built that is worthy of this Nation. We have technology
that is unrivaled, health care professionals that have no peer. Peo-
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ple come from around the world to go to our institutions, to share
in our technology, and to use our health care products. But there
is something fundamentally wrong with the system.

My State produces 40 percent of all the pharmaceutical products
in the world. I visit heads of state in their countries around the
world, and they flock to hospitals in New York, Boston, and Hous-
ton, and all around our country.

Yet, within miles, sometimes fractions of a mile, of those phar-
maceutical companies in New Jersey or those great hospitals in
New York there are people who cannot get access to the institu-
tions, who go to sleep at night not knowing what to do with their
child if they wake during the night with a dreaded disease. They
live in fear of cost and access. That is not a system that is worthy
of this country.

Bringing fundamental change to it is extremely difficult, but you
are a man with a great reputation and great ambition. I hope that
is your goal. Others have come to the system with that in their
sights, but either failed or been overwhelmed at the prospect of the
challenge. I hope you are not.

In our own lifetimes, there was a time when many of these dis-
eases consumed lives or caused suffering, and it was simply un-
avoidable. It was a fact of nature, a tragedy.

Now we have different circumstances. People are suffering by
diseases, they are dealing with pain, they are not able to involve
themselves in cures, not because of failures of science, but because
of failures of a system that either distributes technology or deals
with access. That is no longer a tragedy, it is a moral crime, in the
very shadows of the institutions that could offer that cure.

If one’s technology was an excuse for not helping people, then it
was cost, with the largest surpluses not only in American history,
but in the history of any government, that is no longer an excuse.
You have neither technology, national will, nor resources as an ex-
cuse to fail, and neither do we.

You will lead this effort, and we are all willing soldiers. There
is a path. There is a bipartisan path to get this done. I cannot de-
fine it for you, but I know it is there because ultimately this is a
Congress of people of good will and a country of very decent people
who genuinely do care about each other, if a fair system can be de-
vised.

I look forward to working with you and hope we can bring that
fundamental change. It can be a very exciting time. Good luck to
you.

Governor THOMPSON. Thank you.
The CHAIRMAN. Thank you, Senator.
Next, we will hear from Senator Graham.

OPENING STATEMENT OF HON. BOB GRAHAM, A U.S. SENATOR
FROM FLORIDA

Senator GRAHAM. Thank you, Mr. Chairman. I would like to wel-
come Senator Torricelli and our other new members to the Finance
Committee. As is clear by the statement we just heard, they are
going to bring not only eloquence, but also wisdom and experience,
as we try to work as loyal soldiers in the Governor’s army to deal
with these issues.
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I would say that one of the fundamental problems with our
health care system, and specifically with the Medicare system, is
that we are captives of our past and we have not been able to quite
figure out how to break those chains.

Medicare was established in 1965, it was largely built on the
model of the private insurance programs that were available at
that time. Among other things, those programs had very little focus
on prevention of illness. They were almost totally sickness oriented.
If you were sick enough to go in the hospital, they would pay your
bills.

But if you wanted to find out if you had the precursor of that
illness, which might be managed and avoid having to go into the
hospital, no financing was available. It also omitted prescription
drugs because they were not a particularly significant part of
health care in 1965. We are still living with those decisions.

In my opinion, the most fundamental reform that can be made
in Medicare is the transition of Medicare from being essentially a
sickness program to a program that is truly a health program, that
has as its primary objective keeping people well, with the highest
quality of life, as long as possible. We know how to do those things,
in most instances, today.

So I would hope that, as one of your directions for this program
and for our health care system in general, it would begin to reori-
ent this big ship from the destination of illness to the destination
of health.

Second, and it responds to some of the underlying issues that
Senator Conrad so dramatically outlined, is that we have had a
system that has been resistant to injecting some rational, competi-
tive measures to help us allocate resources.

We have an absolutely ludicrous method, for instance, of allo-
cating funds for reimbursement of health maintenance organiza-
tions. It is predicated, fundamentally, on how much fee-for-service
medicine charges within a particular area, generally a county, and
then the HMO reimbursements become a derivative of that.

So if you happen to be in a county that has, for instance, a large
tertiary care hospital typically associated with a medical school,
you are going to have a high fee-for-service cost, therefore, you will
have high HMO reimbursements, and therefore you will have lots
of competition among the HMOs to sell contracts to Medicare bene-
ficiaries within that county.

If you happen to be in a rural area without a high-cost hospital,
relatively low fee-for-service medicine, you will not have any HMOs
show up because the reimbursement levels are low. Yet, every at-
tempt to break that pattern has been resisted by exactly the orga-
nizations that we thought we would be serving, which are the
HMOs themselves.

Frankly, they like the system that we have now because it is a
system that allows them to cream off the expensive areas and avoid
the low reimbursement areas, and it has been a profitable situa-
tion. It has not served the Nation very well, but has served a few
interests extremely well. I think we need to challenge ourselves
and challenge those providers to be willing to accept a more com-
petitive model.
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I do not know what the State of Wisconsin does to determine who
the HMO that will serve its State employees are, but I know in my
State the typical method of doing it is through some form of com-
petitive bidding. That is what I think we ought to be doing. It is
not a rocket science idea, but it happens to work.

So, Mr. Secretary, I admire what you have done as Governor of
Wisconsin. I know that you will bring that experience to this new
task, and you have got a big, rich target of opportunities to apply
that experience for the benefit of our Nation, and particularly for
the benefit of the almost 40 million Americans who depend upon
the Medicare program to finance their health care.

The CHAIRMAN. Thank you, Senator, for that very thoughtful
statement.

Well, Governor, after that glowing introduction by Senator Dole
and others, and after listening to a mosaic of concerns here about
health care, we very much look forward to your statement.

I think you know from listening to us that we have high con-
fidence in you and we expect great things. We very much want to
work with you and tap into your energy, your optimism, and your
good will to solve some of these very complex problems.

The committee would now be honored to hear what you have to
say about all of this.

STATEMENT OF GOVERNOR TOMMY G. THOMPSON, SEC-
RETARY-DESIGNATE, DEPARTMENT OF HEALTH AND
HUMAN SERVICES

Governor THOMPSON. Thank you very much, Chairman Baucus,
Senator Grassley, Senator Snowe, Senators Rockefeller, Breaux,
Conrad, Graham, and Torricelli.

First, just let me say I am deeply honored to be here and to hear
the wonderful, nice tributes that you have given me. I thank you
very much, from the bottom of my heart. I only hope that I can
measure up.

I want to tell you at the outset, I am going to be looking at each
and every one of you to work with me, to take your ideas and to
work hard to implement the policies that have been articulated
here today. I thank each and every one of you for that.

I especially want to thank Senators Herb Kohl and Russ Fein-
gold, two very well-respected members of the Senate from the great
State of Wisconsin. I also want to thank my very good friend, Sen-
ator Bob Dole, for taking time out of his busy schedule to appear
here today, as well as Secretary Shalala, who I had the privilege
of introducing 8 years ago to this panel, and I think has done an
outstanding job. I know she will do an outstanding job as president
of the University of Miami. I cautioned her, however, about not try-
ing to recruit the football coach from Wisconsin. [Laughter.]

To my friends, colleagues, and the members of this committee
who have extended their support and their very kind words, please
accept my heartfelt thanks for your kind introductions and, more
importantly, your remarks.

For those here who may not know much about me, let me give
you some insight by saying this: welfare reform, health care re-
form, long-term care for seniors, greater opportunities for the dis-
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abled, helping the poor find work, and help the working poor find
reward in their efforts, biotechnology, and scientific research.

I am passionate about all of these issues and we have worked
very hard on each and every one of them. These are issues I have
dedicated 35 years of public service to solving, the last 14 as Gov-
ernor of the great State of Wisconsin.

Should I be so lucky as to be confirmed by the U.S. Senate, I will
continue to dedicate myself to working with each and every one of
you, and the President-elect, to address these challenges.

If we have learned anything in the past year, it is that our citi-
zens are clamoring for action to deal with some of the most critical
issues affecting their day-to-day lives: modernizing Medicare, pro-
viding access to a prescription drug benefit, improving access to
quality health care for all Americans, taking welfare reform to its
next level. These are not partisan issues, these are issues that are
fundamental to the health and well-being of our country and, more
importantly, to the people we serve.

These are not easy tasks, but solving tough issues is why we all,
all of us, got into this business. Like the President-elect, I have
spent my career bringing people together, plotting a course of ac-
tion, and moving forward. In fact, the motto of Wisconsin is ‘‘For-
ward!’’

Now, I hope to bring that spirit with me to Washington. I hope
that we can sit down, work together regardless of party, and move
this great Nation forward. The Department of Health and Human
Services has enormous responsibilities. Its programs can touch
every life in this country from birth through the golden years.

HHS runs over 300 programs that include providing health care
to our seniors, nutrition services for women and children, and
groundbreaking research conducted by the National Institutes of
Health.

The department is entrusted with the second-largest budget in
the Federal Government. I know that this committee understands
that well because the legislation affecting HHS that has come out
of this committee has transformed the social contract in this coun-
try.

The Personal Responsibility and Work Opportunity Reconcili-
ation Act of 1966 and other monumental acts were forged in this
very room and were ultimately passed with overwhelming bipar-
tisan support.

If I am fortunate enough to be confirmed by this body, I recog-
nize that we have got a lot of work ahead of us. I will be knocking
on each and every one of your doors for your ideas and your assist-
ance.

Let me touch, briefly, on some of the most pressing issues we
face. Medicare. Medicare is a vital component of our commitment
to America’s senior citizens. Our charge is to ensure its continued
vitality and viability.

The first principle that we must all agree upon, is that today’s
seniors be guaranteed the level of care and the benefits that they
currently enjoy. But we must not stop there.

Medicare is failing to meet the needs of our seniors and is not
allowing them to reap the benefits of the tremendous advances in
medicine and technology that we are witnessing here today.
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We must face reality and we must be pragmatic. Any organiza-
tion that does business the same way it did 35 years ago is obso-
lete. As the baby boom generation approaches retirement, even
greater demands will be placed on Medicare.

I know the members of this committee have taken Medicare re-
form very seriously in recent years. Both sides of the aisle have de-
voted a great deal of time and energy to studying the challenges
faced by the Medicare program.

The National Bipartisan Commission on the Future of Medicare
made significant progress in addressing this issue. That is a good
place for us to start.

You have laid the groundwork. Now it is time for us to take the
next bold step and begin the process of modernizing Medicare and
putting it on a firm financial footing.

Prescription drugs. An integral part of a modernized Medicare
will be to provide all seniors with access to prescription drugs. The
great advances our Nation is making in science and medicine is
producing an array of life-saving drugs, but the cost of these drugs
are beyond the reach of too many of our citizens, particularly sen-
iors who need these drugs most.

While comprehensive reform may take some time to achieve, the
American people are demanding a prescription drug benefit today.
We must move immediately to help millions of low-income senior
citizens who cannot afford the life-preserving prescription drugs
that they so desperately need.

President-elect Bush made prescription drugs a top priority in
his campaign, and it will be a top priority in his administration.
I know also that this is a top priority for this committee, so I am
eager for the opportunity to work with you in solving the problem
quickly and effectively.

Access to quality health care. As we found in Wisconsin, lack of
access to affordable health care is a very serious problem, espe-
cially for the working poor. Although personal health care expendi-
tures now exceed $1.3 trillion, or 13 percent of our gross domestic
product, more than 43 million Americans are still uninsured. That
is unacceptable.

When I was in the State legislature I started thinking about the
role that government should play to help individuals out who work
hard, support their families, and just could not afford health insur-
ance.

When I was elected Governor I worked very closely with the leg-
islature to develop a new approach to solving the problem. The re-
sult is BadgerCare, a program that provides health care for low-
income working families who make too much money to qualify for
Medicaid but cannot afford health insurance on their own.

Over 77,000 people were enrolled in this program by the end of
2000, and it has helped us maintain our status as one of the best
States in the Nation in providing health care coverage for its citi-
zens, as 93 percent of Wisconsinites currently have health insur-
ance. The success of this program is one of my proudest achieve-
ments at Governor.

Now, is BadgerCare the answer for everyone? I would like to
think so, but the truth is there is no cure-all for every issue the
government faces. But it underscores the potential for a bold, new
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partnership between the Federal and State governments and the
tremendous good that can come from better teamwork between the
two levels of government.

We must encourage innovation and reward success, but we must
also recognize that the needs of Madison are fundamentally dif-
ferent than the needs of Los Angeles, or Bozeman, MT, or Ames,
IA.

Now, do not get me wrong. I am not saying the Federal Govern-
ment should just step aside and cede all authority and power over
these programs to the States. It should not, and will not.

The Federal Government plays such an important role in over-
seeing Federal programs and the use of the Federal taxpayer dol-
lars, but the Federal Government does not need to be heavy-hand-
ed or locked into a one-size-fits-all solution.

The Federal Government should give States the flexibility to de-
velop programs for West Virginia that meet those high standards
that it sets in a manner that is efficient and cost-effective.

The Federal Government should hold States accountable in ex-
change for greater flexibility and step in when States are not meas-
uring up to expectations. Giving States greater flexibility under the
States Children’s Health Insurance Program, SCHIP, I believe, is
part of that solution.

This philosophy is one that I have advocated for years, as many
of you know. But it is one that forges a stronger partnership be-
tween the States and Federal Government for solving tough soci-
etal problems more effectively.

We must also preserve the private health insurance market and
work with States to put health insurance within reach of working
families through a series of common-sense measures to increase the
affordability and availability of health insurance.

President-elect Bush made this a cornerstone of his campaign,
proposing measures that will allow small employers to band to-
gether to enjoy the same economies of scale that larger employers
enjoy, as well as providing tax credits to low-income families to as-
sist them in purchasing private health coverage.

Furthermore, it is critical that we do not ignore those who are
most vulnerable and without access to care. The medically under-
served who live in our inner cities, but yes, also in our rural areas,
often lack access to basic primary care.

We must strengthen our health care safety net by supporting our
community health centers and forging those public/private partner-
ships to assist our hospitals in North Dakota, as well as Wisconsin
and New York, and providers who serve those communities.

Workforce development. Another task that all of us will face,
should I be confirmed, is the reauthorization of the Personal Re-
sponsibility and the Worker Opportunity Reconciliation Act of
1996.

People refer to this as welfare reform, but we did not reform the
old welfare system, we replaced it with something entirely new.
The changes to the welfare system that began in Wisconsin and
spread throughout the country have resulted in the most effective
job program we have ever seen. I do not have a welfare department
in Wisconsin, I have a Department of Workforce Development.
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Before we embarked on changing welfare in Wisconsin, I had a
luncheon at the Governor’s residence with the very people who the
programs were intended to serve, mothers who were on welfare. I
asked them what the major barriers were to leaving welfare, and
we set out to design a program around their major needs.

Our program, called Wisconsin Works, or W–2, provides the sup-
port necessary for individuals to enter the workforce. For those who
still need assistance, we provide financial and employment plan-
ners, transportation assistance, job access loans, child care assist-
ance, and access to health care.

I have always said as loudly and as publicly as I possibly can,
that for welfare reform to be successful you have to make an in-
vestment up front. It cannot be done on the cheap.

The savings to taxpayers, and they are substantial savings, come
on the back end as public case loads decline and welfare mothers
get an opportunity to work. Perhaps nowhere has the public pay-
off for a taxpayer investment been more evident than in the funda-
mental changes we have made to the welfare system in this coun-
try.

As an example of this success I would like to share a portion of
a moving letter that I recently received. It came from a woman I
first met at one of these luncheons at the residence, Leilani Duarte.

She wrote, ‘‘W–2 has enabled people to better their lives and to
support their families. Thank you, Governor Thompson, for the cre-
ation of the W–2 program and believing in me.’’ To me, that is the
most important action we have taken to date, believing in those
that we are serving and believing that they can succeed.

But now it is time to consider the next steps in this process. We
must face head-on the huge challenges faced by those still receiving
direct benefits. As you know, these are often the people with sig-
nificant health problems or individuals struggling with substance
abuse, lack of education, and lack of work skills.

We also have a duty to help those families who have successfully
moved into the workforce continue to move up the ladder of eco-
nomic success.

Another important step is to sound the call to recruit what Presi-
dent-elect Bush has called the ‘‘armies of compassion.’’ Faith-based
communities are closest to those who have the most need of govern-
ment services. Serving these communities is a responsibility that
can, and should, be shared to reach the greatest number of people
in the most compassionate and effective way.

Many of these efforts are not just about offering a program or
service, but about transforming lives. One lesson we have learned
in Wisconsin from the changes to the welfare system is that gov-
ernment alone cannot help families succeed. It takes the con-
centrated effort of government, employers, educators, family,
friends, churches, and the community.

Reforming the department. We have much work to do on pro-
grams that currently exist, but in addition to the programs the de-
partment itself must be reformed to address the needs of its clients
in the 21st century.

If I am confirmed, I will make sure the department always places
the highest priority on serving its many constituents, families, chil-
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dren, seniors, patients, the disabled, providers, Congress, the Presi-
dent, and the States.

I will work to streamline the maze of rules and regulations that
these constituencies face while seeking assistance from their Fed-
eral Government. In all my years as Governor, I have never
stopped asking if we are doing things the best way. If confirmed,
I will not stop now. The retort, because that is the way it has al-
ways been done, is really not acceptable to me.

One clear example, is the Health Care Financing Administration.
I cannot tell you how many of you have told me this is the biggest
problem facing me in this new role. HCFA’s role has been contin-
ually expanded, however, over the last several years, charged with
administering increasingly complex programs.

HCFA faces tremendous demands and challenges as an agency,
administering a budget estimated to reach $340 billion in fiscal
year 2001 and providing health care for more than 70 million
Americans.

But patients and providers alike are fed up with excessive and
complex paperwork. Rules are constantly changing. Complexity is
overloading the system, criminalizing honest mistakes and driving
doctors, nurses, and other health care professionals out of the pro-
gram.

HCFA needs a thorough examination of its mission, the com-
peting demands, and available resources. We need to ensure that
HCFA has the tools it needs to succeed and serve the American
people.

In conclusion, for me it is inspiring to see a leader in President-
elect Bush who is not afraid to call all of us to action on a bipar-
tisan basis as we address these difficult problems, a leader who
recognizes that government alone cannot reduce poverty or solve
societal ills. It takes all of us working together as partners, includ-
ing the faith community.

If you should see fit to approve my nomination, it will be an
honor to serve the President and you, and to work with each of you
as we aggressively seek to make the lives of millions of Americans
better and to restore hope and opportunity for those who have been
left behind in this great country.

As I have always said, a person of compassion is one of action,
not words. Compassion means being bold and caring enough to act
to solve societal problems. Therefore, I respectfully seek your con-
firmation of my nomination so that I can begin working with Presi-
dent-elect Bush and with each of you to tackle problems facing the
citizens of America.

This is going to be a time of action in America and I would be
proud to be part of it. Thank you.

The CHAIRMAN. Thank you very much, Governor.
I sense that we have a wonderful opportunity here to tackle

issues head-on and solve a lot of the problems that we have been
talking about, whether it is more insurance for the uninsured,
rural reimbursement, prescription drugs, or whatnot.

I know that the President-elect has outlined certain basic pro-
posals, certainly during the campaign, and it is too early to get all
the details and so forth, but I would just like to explore with you,
given that restriction, what we can possibly do, what the potential
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here is, to help a lot of Americans. I would like to begin with the
prescription drug benefits.

The President-elect’s proposal you have heard talked about
euphemistically here, that is, not in very glowing terms. That is,
the Helping Hand block grant to States. I very much hope that you
would take back to the President-elect the word that it is not going
to be very favorably received here in Congress, and that we have
an opportunity to really do more to help the American people.

A lot of States really do not want to take on this additional re-
sponsibility. They have new programs thrust on them, similar to
the one outlined by the President-elect. I think most of us want
some form of universal coverage. I mean, after all, Medicare is uni-
versal. Why should prescription drug benefits not also be uni-
versal? It is the right thing to do, for one thing.

Here we are in the United States of America with drug care costs
going up so much and with the budget surpluses that we have, it
makes sense to me—in fact, I do not think we are going to have
this opportunity again—to find some way to enact universal benefit
for prescription drugs.

This side of the aisle favors it. The bipartisan Breaux-Frist bill
included universal coverage. The Republican House-passed bill had
universal coverage. The political will is here to enact universal cov-
erage. I want to underline, too, it is the right thing to do for Amer-
ica.

I also want to point out that some say, why do we not tempo-
rarily enact the Helping Hand program as kind of a beginning and
then we can come back with something later. Well, often it is hard
to reimpose something later.

It may be that the little bit we would be doing would be enough
to preclude later effort and will to do more. That is always a poten-
tial problem. The low-income Helping Hand program, too, is going
to take as much time for States to gear up, I think, as would a uni-
versal coverage program.

In summary, it just seems to me that if we have a proposal for
a universal tax cut, we certainly in America, at this point, with our
large budget surpluses, could have a universal drug coverage ben-
efit. I would just like to explore these issues with you and get your
thoughts on how we might accomplish that.

Governor THOMPSON. First, Mr. Chairman, let me tell you that
I have been absolutely impressed by the feedback that I received
from each and every Senator that I have had the opportunity to
meet in your offices and discuss this subject.

You are absolutely right. I have never found such a bipartisan
spirit in anything I have ever been involved in, as I found in going
around to discuss with Senators a chance for passing some kind of
prescription drug benefit.

But President-elect Bush made a commitment in the campaign
that he was going to advance a Helping Hand proposal, and he will
do that. But that does not mean that we cannot at the same time,
concurrently, work for a proposal that could reform Medicare with
a prescription drug benefit.

The President feels strongly that, if we just pass the prescription
drug benefit, that we would lose out on a great opportunity to re-
form Medicare at the same time.
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I would like to work with you and with all of the Senators in
coming up with a reform of Medicare with a prescription drug ben-
efit that all of us could be proud of, and at the same time advance
the Helping Hand that the administration will be advancing as one
of those alternatives, but with the understanding that if we could
get something done completely, I think the President would be ex-
tremely happy, enthused, and passionate to be able to sign it into
law.

The CHAIRMAN. Well, I appreciate that. In fact, I am personally
more than open to Medicare reform at the same time.

Governor THOMPSON. Thank you.
The CHAIRMAN. But I hope that we do not let abstraction rule

and that we get down to some specifics here and take advantage
of this opportunity, this bipartisanship and willingness to get at
least prescription drug benefits passed—it should be universal, in
my judgment—while we are working with Medicare reform. I do
not know if we will be able to entirely reform Medicare. You are
never going to entirely reform Medicare, it is an ongoing program.

Remembering that Congress always meets tomorrow, that is,
there is an opportunity to make changes on down the road. I sense
the willingness to cooperate and get results, and I pledge to you
that we will try to find some way to enact Medicare reform.

Governor THOMPSON. Thank you so very much. I am confident
that we can do that.

The CHAIRMAN. All right. Thank you.
Senator Grassley?
Senator GRASSLEY. Let me do two ministerial things first. As

senior Republican, I need to explain why Senator Hatch cannot be
here. It is quite obvious to people that follow the goings-on on the
Hill that he has been very busy with the Ashcroft nomination. But
he wanted me to tell you that he appreciates you being nominated
and looks forward to working with you as a member of this com-
mittee, and he will put a statement in the record, Mr. Chairman.

[The prepared statement of Senator Hatch appears in the appen-
dix.]

Senator GRASSLEY. The second thing is, when I am done ques-
tioning here I am going to disappear for about 20 minutes to go to
the Agriculture Committee to be involved with the nomination of
Secretary-to-be Ann Veneman.

I would start out, not saying anything to denigrate what Senator
Baucus has said, but to build on it. Number one, would be that the
President has a responsibility to perform in office commensurate
with the rhetoric of his campaign, so whatever he said in the cam-
paign ought to be presented to Congress, even if it is Senator Bau-
cus’ judgment that it might not fly.

Second, I would have the admonition that should the President
propose that, as he should according to the principles of political
leadership, then he should be very flexible.

Then my admonition to anybody involved in this process: Senator
Baucus and I and other people on this committee are going to have
to work something out. So I would give admonitions to people both
on this committee and off the committee that are very interested
in prescription drugs, that there will be programs maybe presented
to the Congress that, as good as they might be, might be so costly
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as not to be realistic for us to get through in a bipartisan way, just
the same way as other people would say that the President’s may
not do enough to get bipartisan support to get through. We have
to have flexibility on both sides, and I am sure we will.

I am sure that it probably, for the President, has to start with
this program, understanding he may have to cooperate, with the
extremes of other positions. There may even be some Republicans
that would participate in a position that would be so far out and
so costly that it could not have bipartisan support.

Now, here is where I think the most important thing is that it
is necessary for us to be flexible. Now, Senator Baucus is absolutely
right, that with this budget situation we have got an opportunity
to do something on prescription drugs that we might not have an
opportunity for a long time to do again. I think there is general
agreement, even with the President, that there is some general
fund money that goes into this program.

We want to make sure, though, that we do not read the present
budget situation with this wonderful opportunity to do something
that is not sustainable over the long haul. Over the long haul, in
a program like this, it is two, three decades, at least, we ought to
figure on as we look into the future.

So we have to be very realistic, too, as to how we approach the
budget situation as an opportunity to do something. It is an oppor-
tunity to help us get started. We want to make sure that we are
flexible enough to make sure that we do something that is sustain-
able over the long haul and do not build up expectations that can-
not be maintained.

So this is a very high priority for me. I have expressed that to
you and your office. So maybe the only question I will be able to
ask you this round, is that since he campaigned on this, consid-
ering a White House task force to discuss modernization of Medi-
care, including prescription drugs for seniors, and since this is
clearly important to this committee as well, could you tell us how
you would envision a task force of this nature operating, and how
the task force might be helpful in finding a solution to these
issues? Could you offer any suggestions on where might be a good
place to begin discussions?

Governor THOMPSON. Thank you very much, Senator Grassley.
Let me just comment on some of your underlying statements, first,
that corroborates with what Chairman Baucus was talking about.

The administration feels very strongly that there is such a good
feeling of bipartisanship right now, that we have a golden oppor-
tunity to reform Medicare and have a prescription drug at the
same time.

What the administration is somewhat fearful about, and was also
expressed to me by some other Senators, is that if we just pass the
prescription drug we may miss a golden opportunity to reform
Medicare and improve it so that it will be able to continue on well
past 2025. So the administration wants to work with you, but
thinks we have an opportunity to do more than just the prescrip-
tion drugs.

In regards to the task force, I think, as I indicated in my state-
ment, we should start with the Breaux-Frist reform proposal and
work from that. If we can work together and move faster than set-
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ting up a task force, I have not discussed this with the administra-
tion, but I think they were much more interested and much more
results-oriented, if we can move fast enough and get beyond just
the discussion of it and actually move towards a proposal, I think
this administration would be very enamored and excited about
that.

The CHAIRMAN. Thank you very much.
Governor, I neglected to ask you the three standard, obligatory

questions that are asked of all nominees.
First, is there anything you are aware of in your background that

might present a conflict of interest with the duties of the office to
which you have been nominated?

Governor THOMPSON. No.
The CHAIRMAN. Second, do you know of any reason, personal or

otherwise, that would in any way prevent you from fully and hon-
orably discharging the responsibilities of the office to which you
have been nominated?

Governor THOMPSON. No.
The CHAIRMAN. Third, do you agree without reservation to re-

spond to any reasonable summons to appear and testify before any
duly-constituted committee of Congress, if you are confirmed?

Governor THOMPSON. Absolutely. I will do more than that. I will
come to your office and discuss issues with you.

The CHAIRMAN. Great. Great.
Senator Rockefeller?
Senator ROCKEFELLER. Thank you, Chairman Baucus.
Governor Thompson, John Breaux and I are very, very good

friends and we both spent a lot of time together, as did Phil
Gramm, on something called the Medicare Reform Commission a
couple of years ago.

The reason that Medicare reform, in my judgment, did not go
through that commission successfully, or further, was not the poli-
tics or the partisanship of it. It was, in a sense, a sort of ideological
digging in on both sides which made it very difficult for John
Breaux and for myself.

Now, from my point of view, I am open to an array of reforms
in the Medicare program. I would prefer to do prescription drugs.
I know it is a popular program, but that is not to say that, because
something is popular, that it is bad for people. I am willing to do
the reform aspect of it, though I think that will be harder.

The one point that I would like to put to you, is that there al-
ways was the assumption in the Medicare Commission that non-
fee-for-service Medicare would bring enormous efficiencies of
scale—Phil Gramm talked about it this morning—and would solve
many of our problems.

What I want to say to you, is in West Virginia we have, gener-
ously speaking, maybe 1.5 plans that are HMOs, everything else is
fee-for-service. So in order for Medicare reform to work, on a com-
mittee which is frankly largely rural—this used to be known as the
Oil and Gas Committee, it is not any longer—it is not as non-par-
tisan as people talk about it as being, but it is rural. You look
around and you will see that.

Governor THOMPSON. Not exclusively.
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Senator ROCKEFELLER. Yes. With some exceptions that have 40
percent of all pharmaceuticals. I was impressed by that one, on a
worldwide basis. So I would hope that the fee-for-service compo-
nent of Medicare remains a very, very strong priority. Efficiencies
of economy is appealing to me as a human being who is interested
in public policy.

The fact is, they simply do not affect our State of West Virginia,
and fee-for-service is where our health care is for Medicare, and
where it will be for a very, very long time, especially considering
the sort of new developments. I would ask your understanding or
recognition of that reality.

Governor THOMPSON. I certainly recognize that, Senator Rocke-
feller, because I, too, as you know, come from very much of a rural
background. I always tell people I come from Elroy, WI, with a pop-
ulation of 1,500. You can call somebody, get a wrong number, and
still talk for a half an hour, that is how rural I am from. So, I rec-
ognized your problem and I identify with it in a lot of ways.

But the administration feels very strongly that prescription
drugs will not be easy, but it is going to be very popular on a bipar-
tisan basis. I am concerned, Senator Rockefeller, that we do not
miss the golden opportunity to reform Medicare at the same time.
I think prescription drugs is going to be sort of the lynch pin in
getting a reformed Medicare proposal. I understand the fee-for-
service.

Senator ROCKEFELLER. I do not argue that. I am just saying that
the fee-for-service component of that, as John Breaux said, in Lou-
isiana you would not be able to afford it.

Governor THOMPSON. Right.
Senator ROCKEFELLER. We would not be able to afford it. We

talked more about that in terms of Medicaid when we met person-
ally.

The final question that I will ask for now is the question of, you
indicated the President is interested in a tax credit in terms of the
purchasing of health coverage, health insurance. A tax credit is
probably more expensive than a tax deduction. I would remind you,
Chairman Baucus and I represent two States that have the lowest
per capita income of any of the States in the country, so if you give
somebody a tax credit or a deduction, one being more expensive
than the other, there are two consequences from that which I
would like to get you to comment on.

One, is it seems to me that, in that after prescription drug ex-
penses, the average senior in my State and some others, for their
total income from all sources and for all purposes of living, 65
years and older, averages $8,600 a year.

So if you give somebody a tax credit or a tax deduction to pur-
chase health insurance, or the remainder of that for those who do
not have health care at all in a State where people do not have re-
sources, it only works if they have the money to purchase the rest
of the cost of the health insurance, otherwise, it simply does not
work. So an idea is attractive, but unless it works and in fact al-
lows people to spend the money to buy that health insurance, it
does not work, number one.

Number two, my final point, is that I think that it would also
encourage some employers who do offer health insurance to not
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offer health insurance. As you know, that is something of a trend.
I would only ask your comment on that, and apologize to the Chair-
man for over-expending my time.

Governor THOMPSON. Well, Senator Rockefeller, I indicated in my
speech that one size does not always fit all. West Virginia has a
unique situation, as well as some other States, and that has got to
be taken into consideration.

We want to make sure, whether it be by a sliding scale, whether
it be by co-pays, whether it be exempting up to 150 percent of pov-
erty, ways in which your constituents will be able to afford the pre-
scription drug provision, whatever passes.

I know full well that it is not going to pass if we do not take into
consideration individual situations like West Virginia, Montana,
and other States.

That is why it is important for us around this table, through the
administration, and the department, if I am confirmed to lead,
needs to sit down and find out those individual intricacies and find
out how we can develop a very comprehensive system that will
take care of your people, as well as the rest of the people in the
United States.

Senator ROCKEFELLER. Thank you.
The CHAIRMAN. Thank you, Senator.
Senator Breaux?
Senator BREAUX. Thank you, Mr. Chairman.
Again, thank you, Tommy, for your comments and your state-

ment. I thought it was well thought out.
I want to make a proposition to you, outline something briefly,

and ask you to comment on it.
Governor THOMPSON. Thank you.
Senator BREAUX. I think that Senator Rockefeller’s comments

about how we proceed with Medicare reform are thoughtful, and he
feels very strongly about it. I do not necessarily disagree with most
of his comments about the role of government.

There are those that think that Medicare can only be run by the
government and can only be run by Washington, and it has to be
micromanaged by HCFA in order to guarantee good health care for
seniors.

There are others who would take the proposition that, no, that
is antiquated, that is a 1965 method, and it does not work in the
21st century, and they would want to abandon all of that and move
totally to a private sector, competition, premium-type of program.

I think that what we are trying to do to try and bring both sides
together, is to take the best of what government can do and com-
bine it with the best of what the private markets can do, and then
create a system that has both parts in it.

What I mean by that, is the best that government can do is to
guarantee to the people of West Virginia, or Louisiana, or all over
these United States, South Dakota, that those people have access
to a clearly-defined set of benefits under the program and that the
government can do that.

The second thing that government can do very well is help pay
for it. You have to have someone help people pay for the program,
and the Federal Government can do that. But you combine what
the Federal Government can do best with what the private markets
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can do best. I would suggest that what the private markets can do
is bring about innovation and provide competition.

To give you an example, just last year for the first time we have
had to pass an act of Congress to include Pap smears as part of
Medicare. The private sector has had that in insurance plans for
decades. So, we are slow to act. The private sector can bring about
innovation and new technology and do it quickly, and they can
bring about competition.

So what are your thoughts about the concept of trying to create
a system where you combine the best of what government can do
with the best of what the private markets can do to create a 21st
century Medicare program?

Governor THOMPSON. All I can say is, I agree with you. It is what
President-elect George Bush was talking about in the campaign,
take the best from both systems and give people options.

Senator BREAUX. I mean, it cannot be all one way. I do not think
anyone is arguing that only the government can do it. I think very
few people would argue that, just throw it out on the mercy of the
private market and you will get a good program, because that is
not going to work either. But if you put both of them together, I
think you create something that makes sense.

The final point, and the second point, is I note in your statement
you still describe, on prescription drugs, that we must move it im-
mediately—I presume that is the block grant program—to the
States for prescription drugs.

I think that this, quite candidly, is viewed as a political problem
by President Bush because it is very clear that, during the cam-
paign, he talked in terms of a block grant to the States on prescrip-
tion drugs that would go into effect very early while we worked on
Medicare reform.

I think that more and more members of Congress in both parties
are looking at that concept and saying, look, it is going to take us
just as long to do that as it will to do Medicare reform with pre-
scription drugs; second, that there are many States, that do not
have the money to participate in it, my State being one, and I am
sure there are others that do not have the match for a new addi-
tion to the State Medicaid program; and third, that we should not
be creating a prescription drug program for poor people, but for all
people.

I would suggest that you recommend to the president that, look,
my point in the campaign was I wanted to provide prescription
drugs for all Americans. Now that I have come to Washington and
taken office and visited with all of my colleagues that I am going
to have to work with in the Congress, that there is a growing con-
sensus that there is a better way of doing what I want to do than
what we talked about in the campaign, a better way in the sense
that it encompasses all Americans, not just some Americans. I
want to do this as quickly as we possibly can and am convinced
now that the best way to do it is to do it as part of Medicare re-
form.

You are not changing what you said in the campaign, you are not
changing the goal, you are only changing the means to reach that
goal because a new and better way, and a more politically accept-
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able way to both parties has been brought to light. Can we sell that
back upstairs, somewhere?

Governor THOMPSON. Let me just respond very quickly, Senator
Breaux. You know that I have found that George W. Bush is a very
principled individual, and he believes very much, what he said on
the campaign he has got to adhere to.

He believes very strongly that he has to introduce a block grant
proposal because he wants to make sure that, if nothing else
passes, that there are people out there that will be able to get pre-
scription drugs. He believes strongly and passionately about that,
as I do and as you do.

But once it is introduced, if we are able to come together, as you
indicated to me last night when we were discussing this, Senator,
and I appreciate the meeting, if we are able to come together and
come up with a comprehensive Medicare reform with a prescription
drug, I think all of us are going to be very appreciative and I think
the American people are going to be very well served.

So with the understanding that we are going to introduce the
legislation and we will be working with you to develop a com-
prehensive Medicare reform with a prescription drug component, I
think whatever can move the fastest, this administration will be
very happy about.

Senator BREAUX. In other words, you will not get real mad at us
if we do not pass it?

Governor THOMPSON. If you can pass a comprehensive Medicare
reform with prescription drug, I can fairly much assure you, he will
be not mad, he will be very delighted.

Senator BREAUX. Thank you. Good luck.
The CHAIRMAN. Thank you, Senator.
Senator Snowe?
Senator SNOWE. Thank you, Mr. Chairman.
Just to follow up on the prescription drug issue, and I think it

is obviously evident that we all share this concern. I know it is a
shared priority for President-elect Bush, as well as comprehensive
Medicare reform. The question is, how do we do both and get both?

The concern of the last 2 years, in fact, was whether or not to
proceed with a freestanding prescription drug bill or to have it part
of an overall Medicare reform package.

That is why I included a funding mechanism from a prescription
drug benefit in the budget resolution over the last 2 years includ-
ing an amendment which I wrote in conjunction with Senators
Wyden and Smith of Oregon. That had a carrot-and-stick approach.

We set aside a $40 billion reserve fund for a prescription drug
benefit. The first $20 billion of this funding would be available for
a freestanding Medicare drug benefit in the first 3 years even if we
did not get Medicare reform. The next $20 billion would not have
been released in the fourth and the fifth years until there was a
Medicare reform package.

The incentive would have been for Congress to address com-
prehensive reform, otherwise the prescription drug benefit program
would have expired. You can obviously understand the political
ramifications of that type of sunset—there would be incentive to
address both problems. This gives you an idea of the approach we
may have to take in the final analysis.
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My concern is that at some point we may bog down on certain
details of Medicare reform and will not be able to reach a con-
sensus. Hopefully that will not be the case. I do really think we
have to grapple with the issue of Medicare reform and a new drug
benefit, and I would prefer to do them as one package, if it is pos-
sible.

But, in the event we cannot do so, I would encourage you to at
least be thinking in the direction. However, I just described I think
the overall concern is that if we have a temporary program we may
never get any more on prescription drugs and then we would defer
any action on a Medicare reform package because of the difficulty
and complexity of those issues.

I do think it is going to be important that we work across polit-
ical lines to try to figure out what we can do on both issues, and
to make sure that we have the kind of package that will address.
I believe for all senior citizens, the concept of a universal benefit
is important in the final analysis because many view this to be the
very foundation of the Medicare program.

There are so many seniors, low-income, middle-income, that do
not have access to the prescription drug coverage, the third that I
was speaking of—who do not have any coverage whatsoever. I do
think it is important that we address these issues for all seniors.

I would encourage you to look at a specific timetable, Do you
have a timetable planned for Medicare reform?

Governor THOMPSON. Senator Snowe, I cannot tell you at this
point in time what the timetable is because I really do not know.
Maybe I am just being overly optimistic, or maybe naive, but when
I had the privilege of talking to so many Senators on both sides of
the aisle, the indication was that we could do something dramatic
this year.

I think Senator Torricelli said it the best in his opening remarks
this morning. He said, it is time to act, and it is time to do some-
thing dramatic, and it is time to lead.

I can tell you, the overwhelming response from all Senators was,
the time is now. Maybe we should not look at a timetable, maybe
we should just plow ahead and see if we can develop a comprehen-
sive Medicare reform with a very strong prescription drug compo-
nent. That is, I know, what the administration would like, I know
it is what I would like.

But the President-elect also feels that he wants the block grant
there as sort of a security blanket; if, in fact, all these good inten-
tions break down, that there is something there for the States and
the people to be able to purchase prescription drugs. That is really
the ultimate goal, to make sure that American citizens are able to
buy prescription drugs.

But I really feel good about it. I cannot tell you, maybe it is be-
cause I have been a Governor for too long and have not been in
Washington enough, but I just felt very, very positive and opti-
mistic about the good intentions of all the Senators that I have had
the privilege to discuss this with.

Senator SNOWE. I think that is very important. I think it is a pri-
ority for all of us, and hopefully we can act on our good intentions
and to make it a reality.
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In the area of the uninsured, again, I commend you for the lead-
ership that you exhibited in your own State of Wisconsin in that
regard. I want to address the State Children’s Health Insurance
Program, which is invaluable in providing insurance for uninsured
children.

It did concern me that at the end of the last fiscal year 40 States
had yet to fully implement that program and were in danger of los-
ing federal funding. This problem arose due to a variety of reasons,
whether states did not immediately pass the legislation in their
own legislatures, whether they did not have the funds to match
with, and so on. There were a variety of reasons why. But, never-
theless, the fact is that 40 States had not fully implemented
SCHIP.

Now, some people are suggesting that we should impose pen-
alties on these States. Is that something you would consider, or is
there another way of addressing it?

Governor THOMPSON. I think there are a lot of reasons that a lot
of States did not act as quickly as you think they should have, Sen-
ator Snowe. Some have good excuses. In Wisconsin, it took us 18
months to get a waiver through HCFA before we could start our
very successful Badger Care program, so we were waiting for
HCFA to act.

I know other States only meet once a year. The SCHIP program
came at the end of their session and they did not have time, so
they did not come back in and they missed a year.

I have had the opportunity to talk to Governors. They think this
is a great program. They are looking forward to it. I think what
we need to do is address the Governors once again and tell them
that it is really an important priority for this country.

I am fairly confident that they are going to measure up. If they
do not measure up, then yes, there should be penalties, there
should be sanctions. But I think that, before we level the sanctions,
let us find out what the reasons were and find out if we cannot do
a better job of convincing them to get started if they have not done
it.

Senator SNOWE. Thank you.
The CHAIRMAN. Thank you, Senator, very much.
Senator Conrad?
Senator CONRAD. Thank you, Mr. Chairman.
One of the things I would like to do is alert you to a problem.

As I heard you discussing Medicare reform, you indicated going
back to the commission, Breaux-Frist. Let me just alert you to one
problem there that is a very serious problem for a State like mine,
and for States represented by other members around this table.

In that approach, those who are in fee-for-service were held
harmless in those areas that do not have Medicare+Choice plans—
like my State, like many others around this table—until you have
got one Medicare+Choice plan.

Then you are back in the pot and you are either going to have
to pay the premiums of that Medicare+Choice plan, or what will
probably be much higher fee-for-service rates because the sickest of
the sick are going to be in fee-for-service.

So that is a huge problem in areas that do not have
Medicare+Choice plans or have very limited choice with respect to
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Medicare+Choice. That led to my very strong opposition to what
the Breaux-Frist plan came out with, not because I was opposed to
the overall concept, certainly not opposed to reform.

But I was opposed to the circumstance that we would have faced
with regard to a State like mine, where there is just not much com-
petition and probably not going to be.

In the second iteration they addressed that concern. Senator
Breaux, because we sit next to each other here we have a lot of
chances to visit. They modified that part of the approach and took
care of it so that we did not face that same problem. I would just
alert you to that, that if you are going to go forward with some-
thing like that, it is very important which iteration you pick.

The second thing I wanted to address, is the block grant program
with respect to prescription drugs. I do not think it provides much
of a safety net in terms of what might or might not happen here.
The reason I say that, is all the reasons that Senator Breaux gave.
There is just not much support.

My Governor does not like it, other Governors do not like it, a
lot of us do not like it, and I think in many ways there is only so
much time and energy around here. If you have got too many
horses out on the track, it confuses people and it gets people fight-
ing with each other over things that we could more constructively
spend our time trying to work out something.

That is the message I just wanted to leave you with. I hope we
do not wind up having a circumstance in which we are winding up
fighting about things that are not really ever going to happen any-
way, and that we spend our time and energy trying to construct
something we can agree on.

I also hope that we do not go the route of another commission.
We do not need another commission. I think we ought to get to
work, roll up our sleeves, start early, and try to get something re-
solved that really advances the ball.

With that, I would go back, in terms of the question, the point
I made earlier with the charts. What are your thoughts on how we
break through on this tremendous differential between reimburse-
ment rates between rural areas and more urban areas? Concep-
tually, how do you think we need to proceed?

Governor THOMPSON. Senator Conrad, let me just respond to a
couple of your comments. The President-elect wants prescription
drugs and wants to reform Medicare. The reason I mentioned
Breaux-Frist, was I, too, believe that there has been a lot of work
already done and we can start at that point, as I mentioned in my
statement.

We could start at the Breaux-Frist proposal and work from it to
take into consideration the problems that you have in your State,
the problems that we have in Wisconsin, problems we have in New
Jersey. So I think we have got a golden opportunity.

The President-elect feels, however, that he has to introduce the
block grant just in case we break down. He wants something there
to make sure people will be able to get prescription drugs.

Senator CONRAD. Can I just say on that point, he made campaign
commitments, and all the rest, and I think it would probably be
very wise of him to send up those things that he has made commit-
ments on.
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My urging would be, in terms of where you put your energy and
effort, that we not wind up in a big flap over something that is not
going to happen and that we put our energy and effort into things
that are constructive that we can really get done.

Governor THOMPSON. I understand that, and the President-elect
and the administration does, too. If we could come together with
a comprehensive Medicare reform and a prescription drug, Senator
Conrad, I am absolutely certain that the President-elect would be
one of the happiest guys in America, and I know I would be, and
I know you would be.

In regards to the disparity in hospitals, it is not only in the rural
areas. I was contacted yesterday by Senator Torricelli, who has the
same concerns. So I think what needs to be done, is we have to sit
down and see what we can do.

I have the same problems that you have in the State of Wis-
consin. I have fought very passionately against the bureaucracy in
Washington about the disparity of hospital reimbursement rates. I
always thought Wisconsin was the only one being discriminated
against; I am glad I found some other individuals that feel the
same way.

But I think we have to look at it and see what we can do. I do
not think that you are going to be able, as you indicated in your
opening statement, to just take away from higher reimbursed
States.

Low-reimbursed States like yours and like others’ also have a
tremendous problem because we have to pay the same amount of
money for capital expenditures, for X-ray machines, for mammog-
raphy, and so on, the same costs. So, there has to be a more equi-
table way to do that.

I do not have that answer yet. Give me an opportunity to get
over there and look at it. I just thought giving more money to Wis-
consin was an answer, but I found out now that that is not the only
solution.

Senator CONRAD. If I could just say, in conclusion, part of the
problem here, I believe, is we are stuck with formulas that are so
old that they have just lost their relevance. It is going to take going
in and looking at how one provides a new set of formulas that real-
ly are equitable for everyone, because what we have got now is
mired in the distant past.

Governor THOMPSON. But you know the difficulty and the com-
plexity of formula fights. There is nothing more contentious than
a formula fight. Hopefully, we can come up with some sort of sug-
gestions, and I would like to come to you with those suggestions
and see what your comments are.

The CHAIRMAN. Thank you very much, Senator.
Senator Torricelli?
Senator TORRICELLI. Thank you, Mr. Chairman.
Perhaps yesterday when you heard about the enormous inequal-

ities and hospital reimbursements for New Jersey you thought you
had heard the last of it for this week. How wrong you were.
[Laughter.]

Senator Conrad’s point raises what is probably an issue for most
Senators on this committee. If he is frustrated by the inequality of
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reimbursement for rural hospitals 2,000 miles from New York, you
can imagine my circumstances.

The great medical centers of Northern New Jersey in Englewood
and Hackensack are as little as three, or as many as eight, miles
away from Columbia Presbyterian Hospital in New York City. They
are separated only by the Hudson River.

The same doctors who in the afternoon perform operations in
Manhattan, in the morning see patients in New Jersey. When the
hospitals expand, they use the same contractors from the same
unions. Their trash goes to the same sites, hauled by the same
trash haulers. They buy electricity at the same rates, they pay
taxes at the same rates, but there is a $300 million difference in
what New Jersey hospitals receive than New York hospitals.

This is not to suggest anything to the disadvantage of New York
hospitals; they are the flagships of our national systems and they
are tremendous institutions. But the reimbursement rates are built
on assumptions that are decades old.

The major care provided by hospitals are no longer just in these
urban centers. People are actually more likely in my State to get
a cancer operation or a bypass surgery in Newark, Hackensack, or
Camden than they are in Manhattan or in Philadelphia, but the
system no longer reflects this and it is going to require some major
changes. They are going to be, politically, extremely difficult.

But if this hearing today has served any policy function, it is, I
think, to introduce to you the depth of concern that all of us have
and the tremendous problem we are all facing locally.

I would like to then just address, if I could very quickly in the
time allotted to me, several other questions that I will concede to
you have some parochial concern.

One, I have waged a sometimes successful, sometimes unsuccess-
ful fight with the Clinton Administration the last few years over
organ allocations. My State has an enormously successful program,
where people are donating organs for operations. The wait lists are
the shortest in the Nation.

But rather than the department you are about to lead cham-
pioning our success and recognizing it as a national model of a how
a State works with localities and hospitals to have a successful
organ donation program, their answer, instead, has been to at-
tempt a program to share our donations with States that do not
have working programs. We do not need your help. Leave us alone.
We are taking care of our own people.

If HHS wants to do something useful, go to those Governors in
those States who do not have working programs, show them how
we have done this. We are fully prepared to share when the needs
of our own citizens are met; indeed, we do.

In a period of time if there is no need for a citizen in New Jersey
to use an organ that is donated through a New Jersey facility, it
is available to the rest of the country.

But if, indeed, instead you want us to make this available to ev-
eryone, adding transportation costs, increasing the risks of failure
in the operations, you are only going to destroy one of the few pro-
grams that work.

Now, I feel aided in this that I understand that Wisconsin also
has a working program. So, I understand—I hope—I am speaking
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to someone who knows better than I the advantages of working
with the States. But I hope you will be sensitive to this and help
other States to recreate our successes rather than undoing all that
we have done.

Governor THOMPSON. First, in regard to the disparity in hospital
rates, it is something that all of us share a problem with and it
is begging for some sort of solution, Senator Torricelli. I would ap-
preciate any comments, any ideas you have on how to smooth out
and improve the equitable distribution of the payments.

In regards to organs, I am the Governor that sued the depart-
ment over their policy. I thought I was listening to myself when
you were expounding over there. I thought we were the most suc-
cessful. I am somewhat shocked that you think you are.

Senator TORRICELLI. There is nothing wrong with your being sec-
ond. [Laughter.]

Governor THOMPSON. I think New Jersey is second, Wisconsin is
first. But I am passionate about it. I think what needs to be done,
is take the good programs that are happening in New Jersey, hap-
pening in Wisconsin, and exporting them to other States. There is
a waiting list of at least 70,000 individuals in America that need
an organ.

What we need to do, instead of taking from one to another, is to
grow the number of donors. Everybody should sign their motor ve-
hicle driver’s license and become a donor. Every family should un-
derstand that.

I took it upon myself when I became Governor to try and articu-
late a vision for more individuals to be recognized and to be in-
volved in giving organs.

One day of each year, it is the most moving, most emotional part
of my job as being Governor, was to invite the families in who lost
a loved one, but at the same time gave the opportunity to give
those organs of that dying loved one to somebody else and give that
person the gift of life.

Every year I take a day out to recognize those families. I give
them a Gift of Life medal, and it is the most moving, most caring,
compassionate thing I have done as Governor. The families come
to the capital and I give them the Gift of Life medal, and they say
thank you for recognizing our contribution. I bring the recipients,
and they thank the families.

As a result of that program, it has gotten more people in Wis-
consin involved in recognizing the importance of it, just that one
little program. If we did that on a national level and did it in indi-
vidual States, I think we could grow the number of donors, we
could harvest more organs, and we could supply the needs of all
Americans.

I look forward with you to work with New Jersey, Wisconsin, and
any other State that has a viable program and use the bully pulpit
to try to make sure that we grow the number of donors.

The CHAIRMAN. Thank you very much, Senator. Thank you, Gov-
ernor.

Senator TORRICELLI. Thank you, Governor.
The CHAIRMAN. Senator Kerry?
Senator KERRY. Thank you, Mr. Chairman.
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Governor, I mentioned in my opening statement that Medicare
spending on home health care dropped 48 percent in the last two
fiscal years, from about $17.5 billion in 1998 to $9.7 billion in 1999.
I mentioned the 2,500 agency closings and the 900,000 people that
have lost it.

Do you support the elimination of the future across-the-board 15
percent in the funding for home health care as you approach this?
I mean, are you going to come in there and say, we are not going
to do that and we are going to find a different way to come at this?

Governor THOMPSON. Senator Kerry, at this point in time I can-
not make that commitment because I do not know the budget con-
straints. I would have to discuss this with the administration. I
would like to have some time to come back. If you give me the op-
portunity I would respond in writing at some later date, but at this
point I am not ready to make that decision.

Senator KERRY. Great. Well, I understand. Obviously, you are
aware of the concern and I know you will approach this with sensi-
tivity to that, or I hope you will.

Similarly, we have an enormous shortage in nursing care. I know
there was an article you may have seen in the Washington Post the
other day about, bring your own nurse, and people actually doing
that, privately hiring people for care.

I am putting together some legislation to try to deal with this,
but I wonder if you approach this job with any sense of urgency
with respect to the shortage of nursing care, skilled nurses, and
have something you intend to try to put together on that.

Governor THOMPSON. It is a serious problem. We had to, in Wis-
consin, Senator Kerry, these past couple of years, pass a reimburse-
ment, a special allotment for nursing home attendants and health
care workers. I am not saying that is the answer, but I know of
the problem and I will be working with you to find a solution.

Senator KERRY. In conjunction with that, Governor, during the
campaign the President-elect was asked about access to health
care, and he said, regarding Texas, ‘‘you go to emergency rooms in
my State, they’re full of people. They’re full of people. There’s ac-
cess.’’

Do you view a full emergency room as an indication that ade-
quate access to health care is being provided?

Governor THOMPSON. I certainly do not want to question any
statement by my President. He appointed me. I do not know the
context in which he said it.

Senator KERRY. Well, it was about access.
Governor THOMPSON. I think, if you listened to my statement, I

said that there needs to be a medical system where more people
have access.

Senator KERRY. Do you come to this job at this point in time with
sort of a model of how you are going to approach this question? I
mean, we have got 44 million uninsured. Obviously, a large per-
centage of them are young people who view the future as unlimited
and do not buy into insurance, but the other half of them, or more,
are people who just cannot afford to.

Governor THOMPSON. I have some definite ideas based upon what
I did in Wisconsin, Senator Kerry. I introduced a proposal that I
think is probably one of the most successful health insurance pro-
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grams in America today for working poor. It is called Badger Care.
We have 93 percent of the citizens in Wisconsin covered by some
form of health insurance, and Badger Care has been a tremendous
program to enhance the number of people insured.

I never thought it was right that the working poor, who do every-
thing and do not ask for anything, could not afford health insur-
ance. So we set up a program with a waiver to allow them to pur-
chase in to our very successful Medicaid program.

As a result of that, working poor families now are covered in
Wisconsin because of a waiver from the Federal Government and
because of buying in to our successful Medicaid program. That is
one program that I would like to see if we could use that format
to possibly look at making that a national program.

But I have also said it may work in Wisconsin, but I am not so
sure it will work in Massachusetts and California. But that is one
of the kinds of programs and the kind of innovative ideas that I
hope that I can bring to this job, Senator Kerry.

Senator KERRY. There are a number of States, actually, that are
doing similar kinds of programs with different names, but almost
all of them involve some manner or form of subsidizing or pro-
viding support for, or access to, the insurance system so people who
cannot otherwise get it are going to find a way of having that cov-
erage.

One of the problems in America, is it is a very inefficient delivery
system. Every company in the country, and every individual in the
country, is paying for this inefficient delivery system.

So the costs go up on one side significantly, on the other side you
have all these people who are not paying anything but who still get
care being paid for by the others in the inefficiency.

So it seems to me, and this is what we tried to do back in 1993
and 1994, was expand the pool. Everybody who has been able to
be successful, like yourself and others, have found a way to expand
that pool.

Governor THOMPSON. That is very true. But that also supports
the concept of allowing States the flexibility and giving them the
innovation to try things differently like we did in Wisconsin.

Senator KERRY. Absolutely. Could not agree with you more. But
it also may involve a hard look for this new administration at its
current proposals with respect to what happens to the surplus.

One hundred of us in the House and Senate wrote a letter to
President Clinton suggesting that some measure of the surplus
might well be put to use to guarantee this coverage. As the CHIP
program has demonstrated, when kids get proper health care nutri-
tion and immunizations it works. In Boston, one-third of the kids,
half the kids in Massachusetts, I am sad to say, suffer from anemia
in the minority community, which leads to lack of attention, to
motor skill problems, and other kinds of learning disabilities, which
then leads to greater costs down the road. So, you can promise
Americans a tax cut in the long run if you reduce many of the costs
that we bring upon ourselves because we do not provide adequate
health care and intervention with children.

I know you, in your early child efforts, understand that and I
hope you are going to bring this to this job.

The CHAIRMAN. Thank you, Senator, very much.
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Senator KERRY. Thank you.
Thank you, Mr. Chairman.
The CHAIRMAN. Senator Lincoln?

OPENING STATEMENT OF HON. BLANCHE L. LINCOLN, A U.S.
SENATOR FROM ARKANSAS

Senator LINCOLN. Thank you, Mr. Chairman. I apologize for
being late to this hearing; there was another nominee’s hearing
that I was attending.

But I would like to welcome Governor Thompson to the com-
mittee. I served in the House of Representatives starting in 1992
and I shared the Governor’s goals of revising welfare as we knew
it. I voted for the welfare reform package over there and worked
diligently on bringing about something that I thought would be
very productive for this Nation.

I certainly admire you, Governor, for recognizing that it costs
money to help people stay off those welfare rolls, and I believe you
have certainly provided national leadership in that arena, that
spending is necessary for support services such as job training,
child care, transportation, and other things that are important.

I would also like to thank my colleagues. I know that Chairman
Baucus, Senator Rockefeller, Chairman Grassley, Senator Conrad,
and others have already mentioned, and I have certainly heard
some more of it, about the implications for those of us that rep-
resent predominantly rural areas, and how important it is to have
a better understanding.

For the life of me, I cannot believe I have spent the majority of
my time in Congress trying to describe to people up here that it
is not any less costly to provide health care in rural areas, but that
the urban/rural differential presents an enormous difficulty to us.

A large portion of persons living in these rural areas depend on
the Federal funding, and the fact that more than 50 percent of the
revenues of our rural hospitals and physician practices come from
Medicare and Medicaid makes that an ever-more important ques-
tion for you and for your agency. I think that is why we have all
brought it up.

So we are certainly looking to you to be able to help us with that
with your background from Wisconsin. I have never visited Wis-
consin, but I do assume that there are rural areas there, and we
are hoping that your experience can hopefully provide us some
leadership in that arena.

I would also like to associate myself with the comments from
Senator Snowe, that hopefully as you look at prescription drug
packages, certainly understanding the comments that you have
heard in the committee today, that this is something that we all
feel very strongly, I think, that we should act on those good inten-
tions, that we should be able to come up with a package that is
going to be workable for all Americans and all seniors.

Representing a State that has the largest percentage of our el-
derly population living in poverty, it is absolutely essential to us
in Arkansas. So, I certainly will be working with you and want to
work with the committee to see that we do bring about something.

I hope we do not, as Senator Conrad mentioned, spend a great
deal of time on issues that we cannot resolve, on things that we
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cannot do, but more importantly really look at what we can accom-
plish. I think that you will be able to provide the leadership on
that, and I will look forward to working with you.

Mr. Chairman, I would like to ask unanimous consent to submit
my entire opening statement, as well as some questions on a couple
of things that I will not get to now because I know my clock will
run out, on the SCHIP program and a few other areas where I
would like to have a written response that gives you plenty of time
to formulate your answers on that, and would appreciate that.

[The prepared statement of Senator Lincoln along with questions
and answers appear in the appendix.]

Senator LINCOLN. I would also like to really focus on, and I ap-
preciate working with both Chairman Grassley and Senator Breaux
on the Aging Committee on issues about our aging population.

There is one thing I have recognized. I am the youngest woman
in the history of our country to serve in the Senate, and I am abso-
lutely amazed at the lack of attention we have paid to the issue
of concern of our aging population in this country. It is going to be
a disaster for us if we do not begin to recognize it.

I would really like to hear some of your comments of what your
intentions are with the AOA, which is the caveat within your agen-
cy that will be dealing with some of that. Under Federal programs
previously, we have not had programs that would support family
caregivers, the National Family Caregiver Support Program. How
do you see that fitting into long-term care and into the programs
and the ideas that you will be hopefully advocating from the agen-
cy?

Governor THOMPSON. Thank you very much, Senator Lincoln. I
am looking forward to getting to know you better, and to work with
you. I would only caution you that I do not have all of the answers.
I would appreciate some of your suggestions on how we can better
improve the equitable distribution of the formulas, because that is
a fight that is going to be very difficult. I would appreciate any con-
cerns, any ideas.

The questions that you asked me, or will be submitted in writing,
I will get back to you forthwith.

In regards to the elderly, we started a couple, I think, very suc-
cessful programs in Wisconsin called the Community Options Pro-
gram, where the elderly seniors are able to determine if they want
to go into a nursing home, go into respite care, or stay in their own
homes, and we provide a lot of services for the elderly in Wisconsin
so they can stay in their own homes.

I just started a new program in about 6 to 10 counties and which
is called Family Care, in which we have a central point where peo-
ple can come in and access the system and where the counties buy
the services and distribute them out to the elderly. So far, it is
working out extremely well and I think it is going to be on one of
those new programs that I would hope that the Senate, and you,
particularly, would take a look at.

Senator LINCOLN. Well, I hope that we can pay particular atten-
tion because, as I have mentioned, I have been absolutely amazed
that we as a Nation are not focused on this issue and this problem
that is going to be devastating to us if we are not prepared for it.
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Senator Grassley has worked with me, and I very much appre-
ciate his leadership and guidance to me, on adult day care. We
have been making some inquisitions with GAO and some other
areas about adult day care.

So I am certainly interested to see whether or not your agency
is going to take an active role in the leadership of dealing with the
issues of our aging population, and to what degree you are going
to be progressive and excited about doing that. I will certainly look
forward to working with you in the respect.

Also, on that caveat, I would just say that next year we do cele-
brate the 30th anniversary of the Elder Americans Act nutrition
program. The program includes both congregate and home-deliv-
ered meals. I am sure you, as Governor, have traveled and deliv-
ered some of those meals, just as I have as an elected official. I cer-
tainly would like to know your interest in long-term care and what
you will do to reorganize or recognize and support these types of
programs.

We had a lot of difficulty last year in getting the reauthorization
of the Elder Americans Act and really working towards bringing
about some of these very, very vital programs to the quality of life
for our aging community.

So I certainly hope that you will provide the leadership and be
willing to address those concerns and put some resources and some
effort in that area, because you definitely have the agency, as well
as the capability, and I just hope will be more proactive in it.

Governor THOMPSON. Thank you very much, Senator.
Senator LINCOLN. Thank you, Governor.
Thank you, Mr. Chairman.
The CHAIRMAN. Thank you, Senator.
Governor, I would like to touch on a huge, glaring problem in

this country that I think many Americans are embarrassed we
have not addressed, and that is the uninsured.

There are a number of Americans who are uninsured. Anecdotes
really should not determine policy, but I will never forget, when I
was last running for the Senate, walking across Montana, in east-
ern Montana. There are not a lot of people in eastern Montana.

This lady in a pick-up truck was driving by, and she saw me in
her rear view mirror, she slammed on the brakes and came back.
The intensity in her eyes; she had no insurance coverage, she had
two kids, and she just was in an accident. A machine fell on her
arm, which was not badly injured, but she knew that she could
have been permanently injured. She was so fearful for herself and
for her kids because she had no health insurance.

She looked me straight in the eye and she said, ‘‘Whatever you
do, Max, you be sure to get more insurance coverage for me and
for people like me’’. I will never forget it. There are a lot of other
Americans in that same situation. A lot. I know you have got
BadgerCare in Wisconsin, which is helpful, but we have 43 million
Americans uninsured.

We are the only major country in the world without some kind
of universal health insurance program. In the United States of
America, at least we should be able to cover the remaining 15 per-
cent of the population in some meaningful way. I am not saying
what it is, but we have to do this.
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It is kind of interesting, too. If you look back at President Bush’s
proposal—that is, the President-elect’s father—back in 1992. He
proposed a $5,000 per family tax credit to buy health insurance. It
would have cost, adjusted for inflation, $50 billion a year, over 10
years, $500 billion. And that was at a time when we had $300 bil-
lion budget deficits. That was President Bush’s proposal back in
1992.

It seems to me that today, in 2001 with record surpluses, we can
do much better than a $2,000 proposal for a tax credit for families,
which comes out to about 6 percent of, say, the $1.6 trillion rec-
ommended tax cut.

I know you have BadgerCare. When I read about BadgerCare, I
was thinking about our mascots in Montana. We have got grizzlies
and bobcats. I do not think Grizzly Care sounds right for Montana,
or Bobcat Care. But, regardless, you have a State program that
combines Medicaid and CHIP to help parents and kids.

My thought is some kind of a compromise here, maybe with some
tax credits to help, but also expanding on some kind of a Federal
basis Medicare, Medicaid, and CHIP in some way to get more peo-
ple, parents and kids, insured. I would appreciate your thoughts on
this issue.

Governor THOMPSON. I agree with you. I think the President-
elect agrees with you, and that is why he came out with a program
that was saying, give people a tax credit so they can buy health
insurance in America.

I also think that what the U.S. Senate should do is allow the
SCHIP program to be more flexible. The biggest problem in getting
health insurance to children, is that SCHIP does not allow the par-
ents to get health insurance at the same time.

So, without allowing the parents to enroll into the SCHIP pro-
gram, you are going to, I think, prevent a lot of children from being
enrolled and a lot of working poor not being able to.

The second thing is, you should allow the working poor to be able
to buy into your State’s Medicaid program and give them credit. If
you do that, you are going to be able to expand the people that are
going to be eligible for health insurance in your particular State
and across America.

The CHAIRMAN. We have got to do something so any person in
America knows that he or she is covered, regardless of what State
he or she moves to, with some kind of uniformity.

I am not going to say that we have got to have a bright line test
here, but some commonality and some uniformity, again allowing
States to obviously tailor something that makes sense to their own
States.

I have no further questions.
Senator Grassley?
Senator GRASSLEY. I think I am going to ask one more question,

and then I will submit some to you, Governor Thompson, for an-
swer in writing so we do not keep people here longer than abso-
lutely necessary.

[The additional questions and answers appear in the appendix.]
Senator GRASSLEY. A large part of this committee’s work and job

is that of the constitutional job of oversight. This involves, of
course, seeing that Federal programs within our jurisdiction are
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faithfully carried out and the money is spent according to Congres-
sional intent.

It seems to me that this role is even more critical as hundreds
of new provisions in the Medicare, Medicaid, and SCHIP programs
have been signed into law in the last few years.

Oversight has become a personal priority of mine during both Re-
publican and Democrat administrations, and I think Secretary
Shalala would agree that I have always tried to be fair, giving her
staff notice of my oversight activities and working closely with
them to find solutions.

So I would look forward to a similar partnership with you, and
I would be interested in hearing any comments from you as you
view the issue of Congressional oversight.

Governor THOMPSON. You have my pledge, Senator Grassley, to
work with you, as Secretary Donna Shalala has, on oversight. She
has mentioned very fondly of her very close working relationship
with you when I went over to discuss whether or not I should come
to Washington and take on this job.

I would like to continue on with that kind of partnership, and
hope that we will be able to do the kind of oversight that is going
to be successful, one that is going to allow States to be innovative
and not smother them with too much restrictions, give them flexi-
bility, but if they do not measure up then allow for some degree
of sanctions.

Senator GRASSLEY. In regard to that latter statement, you are as-
suming that if the law gives that flexibility for the States.

Governor THOMPSON. If it does give the flexibility, right.
Senator GRASSLEY. Sure.
Governor THOMPSON. Yes. Absolutely.
The CHAIRMAN. Well, Governor, this concludes the hearing. In a

very short while, I will be calling you Mr. Secretary. I very much
look forward to working with you, and very enthusiastically, I
might add.

Governor THOMPSON. Thank you.
The CHAIRMAN. I think you sensed the enthusiasm here earlier

when there were more members. The hour is getting late. I see
Governor Engler here, a good pal of yours here.

Governor THOMPSON. A great friend.
The CHAIRMAN. And a good friend of the Senate.
But again, I underline the opportunity for us to really make

something happen and make a very successful administration out
of yours. I think you will be a great Secretary, and we want to do
what we can to help make that happen.

I might add, if members wish to submit written questions, they
should get them to the committee staff by the close of business
today.

The hearing is concluded.
[Whereupon, at 12:38 p.m., the hearing was concluded.]
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A P P E N D I X

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

PREPARED STATEMENT OF HON. BOB DOLE

Thank you, Mr. Chairman.
It is a distinct pleasure for me to be here with my long-time friend Governor

Thompson. We both hail from the Midwest—Elroy, a small town in central Wis-
consin, and Russell, a small town in central Kansas. His dad worked at a gas sta-
tion, mine at a cream and egg station. Both our mothers worked to help ends meet.
We both served in our state assemblies before reaching higher, statewide office. He
never lost an election and that’s where the similarities end.

He knows who he is, where he comes from, who he serves, and what got him here
today. He works for results by advocating sound, thoughtful policies—and he works
with others in a pragmatic, bipartisan way.

As your committee members know, most everything of significance that Congress
does is the result of bipartisan effort. It is true of economic policy, civil rights, de-
fense policy and it is particularly true of policies affecting our nation’s health care,
our elderly, and persons with disabilities . . . and the list goes on.

Governor Thompson has been ahead of the curve on almost every issue, working
to get it done and to make it work. He knows that, despite the cynics, when we
have the right people with the right intentions and the right policy, you get results
that benefit the people.

We have worked on a number of issues together over the years. Members of this
Committee know his record of working with Democrats and Republicans. He will be
able to work with this Congress just as his predecessor has done.

So I am here with others to support his nomination, to testify to his character,
and to assure this committee, and the American people, that we can do no better
than to have Governor Thompson lead HHS.

PREPARED STATEMENT OF HON. RUSS FEINGOLD

Thank you, Mr. Chairman.
It is with great enthusiasm that I introduce my Governor and friend, Tommy

Thompson, as President-Elect Bush’s Secretary of Health and Human Services des-
ignate.

I want you to know whether they have always agreed with you or not, everyone
in Wisconsin is proud of you today. In fact, Governor, this is the first time I will
be able to vote for you and not get in trouble.

Tommy and I have known each other since our days in the Wisconsin State legis-
lature, where he served as minority leader of the Assembly, and I served as a junior
member of the Wisconsin State Senate.

Since our time together in the legislature, and during the last 18 years we have
both shifted roles and responsibilities, but have continued to work together on a
wide range of issues—helping Wisconsin’s dairy industry, increasing access to home
and community based services for the elderly and the disabled, and expanding ac-
cess to heath care for children and their families.

While I am sure Tommy and I would both like to talk with each committee mem-
ber about the ways to help America’s dairy farmers, today I will focus on other im-
portant issues that Tommy has addressed during his tenure as Governor.

Throughout my time working with Governor Thompson, he has always been will-
ing to take on the difficult issues, using bold new approaches to get the job done.
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His approach is rooted in the Wisconsin idea which values innovation above par-
tisan gridlock or worn out approaches to problems.

Thanks to Tommy, the Nation has borrowed from the ‘‘Wisconsin Idea,’’ mirroring
many of the creative policies that we have implemented in our great state.

Perhaps the most well known way Governor Thompson is perceived to embody
Wisconsin’s ‘‘can do’’ tradition is in the area of welfare reform. We in Wisconsin can
be proud that our state was the first in the nation to submit a welfare plan under
the 1996 law that created the Temporary Assistance to Needy Families (TANF) pro-
gram. In fact, the Wisconsin plan was submitted on the very day that President
Clinton signed the TANF program into law.

Wisconsinites are also proud that the Wisconsin Idea has caused our State to
rank second in the country in terms of residents covered by health insurance. Gov-
ernor Thompson has worked to extend health care coverage beyond the current level
by expanding health care coverage opportunities to low-income families, the dis-
abled, and the elderly.

Two years ago, Tommy rolled up his sleeves, brought Wisconsin’s ‘‘can do’’ atti-
tude to the table and worked with both Republicans and Democrats to enact
BadgerCare, Wisconsin’s program to expand health care coverage opportunities to
children and their families.

He has tirelessly promoted BadgerCare’s ideals—that children have a much better
chance of being healthy and doing well in school when they live in a healthy family.

When BadgerCare took effect on July 1, 1999, Wisconsin became the first state
in the nation with a health insurance program that supports parents as well as chil-
dren. And this program has had a number of successes—according to the most re-
cent statistics, more than 74,000 children and their families are now covered under
BadgerCare.

Tommy has also promoted measures to help Wisconsin’s elderly and disabled
maintain their independence by remaining in their own community.

One program that I would like to highlight is the Community Options Program,
which provides cost-effective home and community based long term care alternatives
to institutions and nursing homes.

No other Wisconsin program has received as much bi-partisan support as our
Community Options Program.

I think we all recognize that there is a lot that needs to be done to reform our
long-term care system. I believe that Tommy will use his experience as an inno-
vator, to make it easier for States like Wisconsin to pursue their own reforms, such
as making Federal long-term care waivers more flexible, and making it easier for
States to apply for those waivers.

There is rightly a lot of discussion of the need for reforms to Social Security and
Medicare. Long-term care is really the forgotten third leg of the stool, but it is no
less important. I believe that Tommy’s hands-on experience in Wisconsin will help
to shape reforms in this area, and I very much look forward to working with him
on these efforts.

Tommy has also recognized that we must take steps to ensure that we find inno-
vative ways to allow those with disabilities to remain in their community and be
able to enter the workforce without fear of losing key benefits. I have admired many
of his proposals to provide a coordinated system of benefits to those with disabilities,
and also the concept of allowing the disabled to retain certain benefits while they
enter the workforce.

Governor Thompson knows that seniors in Wisconsin and around the nation need
to see these problems addressed in a bi-partisan, innovative fashion. And I think
that Tommy is the one to lead the charge.

As I have already told him, my door is always open to talk about any one of the
many issues under his supervision at the Department of Health and Human Serv-
ices. I’m sure that by the end of the confirmation process, every member will feel
the same way—that Tommy will be an asset to the new administration and someone
we can rely on to address the tough issues by bringing Wisconsin’s ‘‘can do’’ attitude
to Washington.

PREPARED STATEMENT OF HON. ORRIN G. HATCH

I thank the Chair, and appreciate this opportunity not only to welcome Governor
Thompson to the committee but also to congratulate him on his nomination to be
the Secretary of Health and Human Services.

Governor Thompson, I think the President-elect has made an outstanding choice
in your selection, and I want you to know that I fully support your nomination.
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Governor Thompson, you come before this committee with excellent credentials
not only as a leader and manager but also as someone who has demonstrated a keen
ability to tackle and resolve some very complex and controversial social and health
policy issues within your state.

You have succeeded in large part because of your vision and ability to approach
issues in new and innovative ways. I think the expression is: you have the ability
to think outside the box. I commend you for the success you have achieved in Wis-
consin. Your experience will serve you well as you address similar issues on a na-
tional level.

The Department of Health and Human Services is clearly one of the most impor-
tant departments in the federal government. In some form or other, practically
every American is affected by the decisions made by the Secretary of HHS. As you
well know, the department has extraordinary authority over virtually every aspect
of health care in our nation.

There is not a day that goes by when I don’t receive a call or letter from a con-
stituent regarding a health-related problem or issue. And, somehow or other, it al-
ways seems to involve HHS or the Health Care Financing Administration. So if I
can give you one piece of friendly advice, I would counsel you to make the depart-
ment more user-friendly.

Whether it’s a beneficiary trying to get access to a medical service or a provider
trying to get reimbursed for services, or even a state official trying to figure out
HHS policy on federal health programs, I believe you have a major opportunity to
make HHS more accountable and more responsive.

This issue will be particularly crucial as we consider various proposals to mod-
ernize the Medicare program with a new drug benefit as well as restructure and
reorganize the manner in which Medicare is administered.

I also look forward to working with you on other equally important issues. As one
of the original authors of the Children’s Health Insurance Program, I am very
pleased that over three million children have been enrolled so far. In my opinion,
the CHIP program has succeeded because we empowered the states to have max-
imum flexibility to design and administer the program as they saw fit.

In addition, we must focus on providing quality and accessible health care to the
nearly 40 million Americans without health insurance as well as to the poor and
the disadvantaged. And, we need to improve health care for Native Americans who
disproportionately suffer some of the most serious illnesses in our society.

These challenges in health policy, as well as our goals for continued success and
improvement in human services programs will require strong leadership from the
President-elect and from his Secretary of HHS. There is no question that you are
the right guy for the job.

Governor Thompson, let me just reiterate my strong support for your nomination.
I look forward to working with you and know you will be an outstanding Secretary
of Health and Human Services. I wish you the best of luck.

Thank you Mr. Chairman.

PREPARED STATEMENT OF HON. HERB KOHL

It is an honor for me to be on this panel today with my colleagues, Senator Fein-
gold and Senator Dole. And it is a rare chance for me—as it would be for anyone
from Wisconsin—to introduce my friend and my Governor, Tommy Thompson, the
proposed nominee for Secretary of Health and Human Services.

I mean it literally when I say this chance is rare. In Wisconsin, where Governor
Thompson has presided over 14 years of opportunity and prosperity, he needs no
introduction.

And here in Washington, it is no easy task to describe the Governor. Tommy
Thompson defies simple characterization. In a time when politicians are jockeying
to be called ‘‘bipartisan,’’ that label does not do justice to Tommy Thompson. He is
supra-partisan—above it.

In Wisconsin, he has worked nationally and locally, with Democrats and Repub-
licans, to do whatever it takes to bring the best to the most people. For example,
91,000 families off the welfare rolls and into paying jobs. Ten thousand students
kept in school with his innovative school-to-work program. Seventy-eight thousand
low-income working family members covered by the health insurance they could not
previously afford.

There is no doubt the Governor’s voter registration says ‘‘Republican,’’ but his
methods reach across the aisle and his successes reach across the board.

As Secretary of HHS, Tommy Thompson’s ideas will be bold, as they were when
he pushed Wisconsin to be the first state to end the entitlement to welfare. And he
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will do what it takes to make his ideas work, as he did when he marshaled State
resources to give welfare families the support they needed to make the transition
to productive employment.

Should Governor Thompson be confirmed by the Senate—as I know he will—I can
guarantee two things. First, his ideas and methods will defy characterization. And
second, his results will not. I am confident the Governor will bring to HHS, and the
millions of people across this country it serves, the same thing he has brought to
Wisconsin: dedication, innovation, and ultimately success.

PREPARED STATEMENT OF HON. BLANCHE L. LINCOLN

Thank you Mr. Chairman.
I am pleased to join my colleagues in welcoming Governor Thompson to this com-

mittee as the nominee for Secretary of the Department of Health and Human Serv-
ices.

When I served in the House of Representatives I shared the Governor’s goals of
revising welfare as we knew it. I voted for welfare reform because I saw that we
needed to ‘‘think out of the box’’ and redesign a system that would reward people
for working.

I also admire the Governor for recognizing that it costs money to help people stay
off welfare rolls. He has provided national leadership in spending the necessary re-
sources for support services such as job training, child care and transportation.

Although the Governor is an expert on welfare reform, today we have an oppor-
tunity to hear from him about his priorities for the entire Department of Health and
Human Services. The agency oversees programs which dramatically impact the lives
and health of seniors and low-income children and their families.

Obviously, one of the most important tasks before Congress and this Committee
is to work together to modernize the Medicare program. As I travel throughout my
home state of Arkansas, I constantly hear from seniors who tell me how often they
must choose between buying prescription drugs or paying their rent or utility bills.
Our seniors deserve better than this, so like my colleagues, I am eager to hear the
Governor’s thoughts on prescription drug coverage and Medicare reform.

This is an exciting time. As Chairman, Senator Grassley has a long ‘‘to do’’ list
for us on the Committee! I hope that we can be a ‘‘results oriented’’ Committee by
working across party lines.

Governor Thompson, I thank you for being here and I look forward to hearing
your vision as Secretary designee for the Department of Health and Human Serv-
ices.

PREPARED STATEMENT OF HHS SECRETARY-DESIGNATE TOMMY G. THOMPSON

Mr. Chairman and members of the Committee, I am humbled and honored to be
sitting before you today. I thank you for your consideration of my nomination to be
President-elect Bush’s Secretary of the Department of Health and Human Services.

To my friends and colleagues and the members of this committee who have ex-
tended their support and very kind words, please accept my heartfelt thanks for
your kind introductions and remarks.

For those here who may not know much about me, let me give you some insight
by saying this: Welfare reform. Health care reform. Long-term care for seniors.
Greater opportunities for the disabled. Helping the poor find work and helping the
working poor find reward in their efforts. Biotechnology and scientific research. I
am passionate about these issues. And we have worked hard on them.

These are issues I have dedicated 35 years of public service to solving, the last
14 as governor of my great state of Wisconsin. And, should I be confirmed, I will
dedicate the rest of my career in public service to working with you and the Presi-
dent-elect to address these challenges.

If we have learned anything in the past year, it is that our citizens are clamoring
for action to deal with some of the most critical issues affecting their day-to-day
lives. Modernizing Medicare, providing access to a prescription drug benefit, improv-
ing access to quality healthcare for all Americans, taking welfare reform to its next
level—these are not partisan issues. These are issues that are fundamental to the
health and well being of our country, and more importantly, to the people we serve.
These are not easy tasks. But solving tough issues is why I got into this business.
I know it’s why President-elect Bush sought his job. And I am sure it’s why each
and every one of you is sitting here today.
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Like the President-elect, I have spent my career bringing people together, plotting
a course of action, and moving forward. In fact, the motto of Wisconsin is Forward!
And I believe that is the direction I have taken my great state. Now, I hope to bring
that spirit with me to Washington. I hope that we can sit down, work together re-
gardless of party, and move this great nation forward.

The Department of Health and Human Services has enormous responsibilities. Its
programs can touch every life in this country from birth through the golden years.
HHS runs over 300 programs that include providing health care to our seniors, nu-
trition services for women and children, and groundbreaking research conducted by
the National Institutes of Health. The Department is entrusted with the second
largest budget in the federal government.

I know that this committee understands that well. The legislation affecting HHS
that has come out of this committee has transformed the social contract in this
country. The ‘‘Personal Responsibility and Work Opportunity Reconciliation Act of
1996’’ and ‘‘The Balanced Budget Act of 1997’’ were forged in this very room, and
were ultimately passed with overwhelming bipartisan support.

But I’ll tell you right now, if I am fortunate enough to be confirmed by this body,
we’ve got a lot of work ahead of us, and I will be knocking on each and every one
of your doors for your ideas and assistance. Let me touch briefly on some of the
most pressing issues we face.
Medicare

Medicare has been firmly and permanently stitched into the fabric of American
society. It is a vital component of our social contract with America’s senior citizens.
Our charge is to ensure its continued vitality and viability.

The first principle that we must all agree upon is that today’s seniors be guaran-
teed the level of care and benefits they currently enjoy. But we must not stop there.
Medicare is failing to meet the needs of our seniors and is not allowing them to reap
the benefits of the tremendous advances in medicine and technology we are wit-
nessing today.

We must face reality and be pragmatic. Any organization that does business the
same way it did 35 years ago is obsolete. As the baby boom generation approaches
retirement, even greater demands will be placed on Medicare. And I do not mean
just financial demands. We see it across every agency we now live in a world of up-
to-the-minute information and round-the-clock service in the private sector. We
should accept no less from our government.

But our commitment to Medicare must extend to future beneficiaries as well as
those who rely upon it today. While the Trust Fund will remain solvent until 2025,
what happens after that? To wait for a crisis simply makes the task more difficult
and is unfair to our children and grandchildren.

I know the members of this committee have taken Medicare reform very seriously
in recent years. Both sides of the aisle have devoted a great deal of time and energy
to studying the challenges faced by the Medicare program. The National Bipartisan
Commission on the Future of Medicare made significant progress in addressing this
issue. That is a good place for us to start. You have laid the groundwork. Now it’s
time for us to take the next bold step and begin the process of modernizing Medicare
and putting it on firm financial footing.
Prescription Drugs

An integral part of a modernized Medicare will be to provide all seniors with ac-
cess to prescription drugs. The great advances our nation is making in science and
medicine is producing an array of life-saving drugs. But the costs of these drugs are
beyond the reach of too many of our citizens. particularly seniors who need these
drugs most. While comprehensive reform may take some time to achieve, the Amer-
ican people are demanding a prescription drug benefit today. We must move imme-
diately to help millions of low-income senior citizens who cannot afford the life pre-
serving prescription drugs they so desperately need.

When Medicare was created in 1965, health care was focused on hospital stays
and physician visits. The world simply did not have or even envision the drugs that
are now substitutes for surgery. Access to these drugs can save and improve the
quality of countless lives. President-elect Bush made this a top priority in his cam-
paign and it will be a top priority in his Administration. I know this is a top priority
for members of this committee as well, so I am eager for the opportunity to work
with you in solving this problem quickly and effectively.
Access to Quality Healthcare

As we found in Wisconsin, lack of access to affordable health care is a serious
problem, especially for the working poor. Although personal health care expendi-
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tures now exceed $1.3 trillion or 13 percent of our gross domestic product, more
than 42 million Americans are still uninsured. That is unacceptable.

As far back as when I was in the state legislature, I started thinking about the
role government should play to help those folks out there working hard for min-
imum wage, supporting their families, and who just couldn’t afford health insur-
ance. When I was elected Governor, I worked closely with the legislature to develop
a new approach to solving this problem. The result is BadgerCare, a program that
provides health care for low-income working families who make too much money to
qualify for Medicaid, but can’t afford insurance on their own. Over 77,000 people
were enrolled in this program by the end of 2000. And it has helped us maintain
our status as one of the best states in the nation providing health coverage for its
citizens, as 94% of Wisconsinites currently have health insurance. The success of
this program is one my proudest achievements as governor.

Now, is BadgerCare the answer for everyone? I would like to think so, but the
truth is, there is no cure-all for every issue that government faces. But it under-
scores the potential for a bold new, partnership between the federal government and
state governments, and the tremendous good that can come from better teamwork
between the two governments. What we need to do is allow states to take the lead
and develop exciting, innovative programs that work for their citizens, and hold
them accountable for the results. We must encourage innovation and reward suc-
cess, but we must also recognize that the needs of Madison are fundamentally dif-
ferent than the needs of Los Angeles. Throwing up roadblocks and stifling creativity
will only hurt the people we most want to help.

Now don’t get me wrong. I’m not saying the federal government should just step
aside and cede all authority and power over these programs to the states. It
shouldn’t. The federal government plays an important role in overseeing federal pro-
grams and the use of federal taxpayer dollars. But the federal government does not
need to be heavy-handed or locked into a one-size-fits-all solution. The federal gov-
ernment can be more trusting of states and more open and willing to work with
them in solving problems.

The federal government should give states the flexibility to develop programs that
meet those high standards in a manner that is efficient and cost-effective. And the
federal government should hold states accountable in exchange for greater flexi-
bility, and step in when states aren’t measuring up to expectations. Giving states
greater flexibility under the State Children’s Health Insurance Program (S–CHIP)
is part of this solution.

This philosophy is one I have advocated for years, as many of you know. But it
is one that forges a stronger partnership between the state and federal government
for solving tough societal problems more effectively. Building these partnerships can
help us achieve success in reforming our welfare and Medicaid systems.

We must also preserve the private health insurance market and work with states
to put health insurance within reach of working families through a series of com-
monsense measures to increase the affordability and the availability of insurance.
President-elect Bush made this a cornerstone of his campaign, proposing measures
that will allow small employers to band together to enjoy the same economies of
scale that larger employers enjoy and providing tax credits to low-income families
to assist them in purchasing private health coverage. Furthermore, it is critical we
do not ignore those who are most vulnerable and without access to care. The medi-
cally underserved who live in our inner cities and rural communities often lack ac-
cess to basic primary care. We must strengthen our health care safety net by sup-
porting our community health centers and forging public-private partnerships to as-
sist our hospitals and providers who serve these communities.
Workforce Development

Another task we will face, should I be confirmed, is the reauthorization of the
‘‘Personal Responsibility and Work Opportunity Reconciliation Act of 1996.’’ People
refer to this as welfare reform, but we didn’t reform the old welfare system. We re-
placed it with something entirely new.

The changes to the welfare system that I began in Wisconsin and that has spread
throughout the country, has been the single most effective job program we have
seen. I don’t have a Welfare Department in Wisconsin. I have a Department of
Workforce Development.

Before we embarked on changing welfare in Wisconsin, I had a luncheon at the
Governor’s Residence with the very people whom the programs were intended to
serve—mothers who were on welfare.

I asked them what the major barriers to leaving welfare were and we set out to
design the program around their major needs. Our program, called Wisconsin Works
or W–2, provides the support necessary for individuals to enter the workforce. For
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those who still need assistance, we provide financial and employment planners,
transportation assistance, job access loans, childcare assistance, and access to health
care.

I have always said—as loudly and publicly as I can—that for welfare reform to
be successful, you have to make an investment up front. It can’t be done on the
cheap. The savings to taxpayers—and they are substantial savings—come on the
backend as public caseloads decline. Perhaps nowhere has the public payoff for a
taxpayer investment been more evident than in the fundamental changes we have
made to the welfare system in this country.

As an example of the success, I’d like to share a portion of the most moving letter
I have received congratulating me on my nomination. It came from a woman I first
met at a luncheon at the residence. Leilani Duarte wrote, ‘‘W–2 has enabled people
to better their lives and to support their families . . . Thank you Governor Thomp-
son for the creation of the W–2 program and believing in me.’’ That is the most im-
portant action we have taken to date—believing that those we are serving can suc-
ceed.

But now it’s time to consider the next steps in this process. We must face head
on the huge challenges faced by those still receiving direct benefits. As you know,
these are often the people with significant health problems or people struggling with
substance abuse. We must make a concerted effort to reach these people and provide
compassionate, caring assistance.

And we also have a duty to those families who have successfully moved into the
workforce. We must do everything in our power to help them continue to move up
the ladder of economic success.

Another important step is to sound the call to recruit what President-elect Bush
has called the ‘‘armies of compassion.’’ Faith-based communities are closest to those
who have the most need of government services. Serving these communities is a re-
sponsibility that can and should be shared to reach the greatest number of people
in the most compassionate and effective way. Many of these efforts are not just
about offering a program or service but about transforming lives.

One lesson we have learned in Wisconsin from the changes to the welfare system
is that government alone can’t help families succeed. It takes the concentrated effort
of government, employers, educators, family and friends, churches and the commu-
nity.
Public Health and Science

The federal government has always played a central role in protecting the health
of the nation. The roots of the Public Health Service can be traced back to 1798
when steps were taken to stop the spread of disease from seaport to seaport. As
America faced different public health crises throughout its history, new agencies
with new missions were created to protect the public and prevent the spread of dis-
ease.

Medical science stands at the threshold of research advances not even imagined
just a decade ago. Government has played a critical role in supporting basic re-
search and science to unlock the mysteries of the human body.

We are in a new age of discovery. What is inside of us is as wondrous and awe-
some as the universe. Each day brings us ever closer to the scientific breakthroughs
that are the keys to preventing and treating a host of diseases affecting patients
and their families including, cancer, AIDS, Parkinson’s disease, and mental illness.
To fuel this research, President-elect Bush has pledged to complete the goal of dou-
bling the budget of the National Institutes of Health by 2003. The investment we
make in basic and clinical research is a commitment we must fulfill to improve the
lives of all Americans.

We also must strive to bring greater focus and resources to reduce the health dis-
parities that persist in this country for minority and underserved communities.
Great disparities continue to exist in health outcomes and life expectancy for too
many in this country. We must continue making strides in the fight to improve
women’s health by pursuing comprehensive strategies that foster research, edu-
cation, and access to care for women and their children. Cardiovascular disease and
breast cancer remain as leading causes of death among women in this country.
Osteoporosis is a major public health threat for more than 28 million Americans,
80% of whom are women. Rates of childhood asthma, obesity, and diabetes have
risen alarmingly. All too often, these disparities can be dramatically ’reduced
through targeted research, education, and prevention efforts. I will work to reduce
these disparities in my tenure at the Department of Health and Human Services
and to implement the laws passed by Congress this past year to improve women’s
health, foster minority health research, and support children’s health research and
prevention programs.
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Improving the Quality of Health Care
Improving the health of Americans also means protecting their rights to quality

health care. Often we find that progress comes with a price. As health care has be-
come more advanced and complex, it brings concerns about rising costs, availability
of medical care, reducing medical errors, and protecting the privacy of patient med-
ical information. We have placed competing demands on patients, providers, and
payers. Managing care brings benefits to individuals and the system as a whole. But
patients deserve to have rights in the health care system and to know they will re-
ceive high quality care that is available to them when they need it most.

In our states, President-elect Bush and I have both acted to support patients’
rights to the treatment they need and to allow medical decisions to be made by pa-
tients and their doctors. We must be careful not to override the good work of states
like Texas and Wisconsin. If confirmed, I will work with President-elect Bush to
bring our experience to help forge a bipartisan agreement on managed care legisla-
tion that ensures patients receive medically necessary treatment and allows them
to hold health plans accountable when they are denied medical care. Patients should
be assured of a meaningful and appropriate remedy when they are wrongly denied
care. We must also be mindful not to drive up health care costs by the pursuit of
unnecessary lawsuits, particularly against employers who voluntarily offer health
coverage to millions of Americans. I look forward to working with the members of
this committee and the President-elect on reaching an agreement on this legislation
this year.

Reforming the Department
We have much work to do on programs that currently exist. But in addition to

the programs, the Department itself must be reformed to address the needs of its
clients in the 21st Century.

As many of you know, I have spent much of my career fighting the bureaucracy
in Washington. Wisconsin has sought more waivers from federal programs than any
other state. Now, it’s time for me to put up.

If I am confirmed, I will make sure the Department always places the highest pri-
ority on serving its many constituents—families, children, seniors, patients, the dis-
abled, providers, and states. I will work to streamline the maze of rules and regula-
tions that these constituencies face when seeking assistance from their federal gov-
ernment.

In all my years as Governor, I have never stopped asking if we are doing things
the best way. And, if confirmed, I won’t stop now. The retort: ‘‘Because that’s the
way it’s always been done’’ is not acceptable to me.

One clear example is the Health Care Financing Administration. HCFA’s role has
been continually expanded over the last several years, charged with administering
increasingly complex programs. HCFA faces tremendous demands and challenges as
an agency, administering a budget estimated to reach $340 billion in FY 2001 to
provide health care for more than 70 million Americans.

But patients and providers alike are fed up with excessive and complex paper-
work. Rules are constantly changing. Complexity is overloading the system, crim-
inalizing honest mistakes and driving doctors, nurses, and other health care profes-
sionals out of the program. HCFA needs a thorough examination of its mission, the
competing demands, and the available resources. HCFA is called upon time and
again to face new challenges. We need to assure that as an organization, it has the
tools it needs to succeed.

Conclusion
It is inspiring to see a leader in President-elect Bush who isn’t afraid to call all

of us to action on a bipartisan basis as we address these difficult problems. A leader
who recognizes that government alone can’t reduce poverty or solve societal ills. It
takes all of us working together as partners, including the faith community.

If you should see fit to approve my nomination, it will be an honor to serve the
President and work with you as we aggressively seek to make the lives of millions
of Americans better, and restore hope and opportunity for those who have been left
behind in this great country.

As I’ve always said: a person of compassion is one of action, not words. Compas-
sion means being bold and caring enough to act to solve societal problems. There-
fore, I respectfully seek your confirmation of my nomination so I can begin working
with President-elect Bush and you to tackle problems facing the citizens of America.
This is going to be a time of action in America, and I would be proud to be a part
of it.
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RESPONSES TO QUESTIONS FROM SENATOR BAUCUS

Question: Although the number of uninsured Americans fell last year—for the
first time since 1987—I am concerned that over 15% of the U.S. population lacks
health insurance coverage. Several ideas have been proposed recently to reduce the
ranks of the uninsured, including tax credits and expansions of Medicaid and
SCHIP.

A study released last year showed that a $4,000 per family tax credit, twice the
size of President-Elect Bush’s proposal, would only reduce the uninsured by about
7 or 8 million people, leaving another 35 million or so uninsured. And Dr. Mark
Pauly, an expert in this field, said last week that the Bush proposal would need
to cover at least 50% of the cost of a basic policy to make a significant dent in the
number of uninsured.
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What are your views on program expansions as a means for reducing the number
of uninsured Americans? Given your success in expanding BadgerCare in Wisconsin,
do you think it makes sense to expand programs like Medicaid and SCHIP to reduce
the number of uninsured Americans?

Answer: As we found in Wisconsin, lack of access to affordable health care is a
challenge that we all face. I, too, am concerned that over 15% of the population does
not have access to health insurance coverage. Reducing that number will be one of
my top priorities at the Department of Health and Human Services.

As you know, when I was elected Governor, I worked closely with the legislature
to develop a new approach to solving this problem. The result is BadgerCare, a pro-
gram that provides health care for low-income working families who make too much
money to qualify for Medicaid, but can’t afford insurance on their own. Over 77,000
people were enrolled in this program by the end of 2000, which has helped us main-
tain our status as one of the best states in the nation providing health coverage for
its citizens, as 93% of Wisconsinites currently have health insurance. The success
of this program is one of my proudest achievements as governor.

However, BadgerCare is not the only option. There are several proposals that I
would like to discuss further with you and other members of Congress including,
but not limited to:

Expansions of Medicaid and SCHIP. BadgerCare is essentially an expansion of
SCHIP to allow for coverage of entire families. Several other states are also experi-
menting with this model. The federal government should give states the flexibility
to develop programs that meet high standards it sets in a manner that is efficient
and cost-effective. In exchange for greater flexibility, the federal government should
hold states accountable and step in when states aren’t measuring up to expecta-
tions. Giving states greater flexibility under the State Children’s Health Insurance
Program (S–CHIP) is part of this solution.

Support for Small Business. President Bush has proposed measures that will
allow small employers to band together to enjoy the same economies of scale as larg-
er employers. This is particularly important since most first time employees find
work in small businesses.

Tax Credits. President Bush has also proposed providing tax credits to low-income
families to assist them in purchasing private health coverage.

Other measures. It is critical we do not ignore those who are most vulnerable and
without access to care. The medically underserved who live in our inner cities and
rural communities often lack access to basic primary care. I look forward to working
with you to strengthen our health care safety net by supporting our community
health centers and forging public-private partnerships to assist our hospitals and
providers who serve these communities.

Question: In 1999, you signed legislation for $19.4 million in ‘‘pass-through’’ pay-
ments to home care aides working in the Wisconsin Medicaid program. This legisla-
tion was intended to facilitate recruitment and retention of these workers by in-
creasing their pay.

In Montana, nurses’ aides provide most of the direct resident care in nursing fa-
cilities. But because of high turnover rates and low morale, qualified aides are in-
creasingly scarce in Montana. Last year HCFA reported that over than half of the
nation’s 17,000 nursing homes lack staffing levels high enough to provide patients
quality care.

What, in your view, can the Federal government do to induce nursing facilities
to recruit and retain sufficient staff? What are your thoughts on President Clinton’s
five-year, $1 billion initiative to improve staffing levels and patient care in nursing
homes?

Answer: The shortage of healthcare workers is one of the greatest challenges we
face, particularly as we face the retirement of the baby-boom generation. We must
make every effort to attract and retain high-quality workers to this field.

In Wisconsin, we have taken steps to raise awareness of nursing as a profession.
These include several launched by the University of Wisconsin system to encourage
youth to enter the nursing profession and to provide distance learning opportunities
for those in rural areas, and far from University campuses. I look forward to learn-
ing about the best practices from around the country and sharing that information
with you and your colleagues.

I also look forward to reaching out to my colleagues at the Department of Labor
to discuss the types of work-training that initiatives are currently being pursued,
as well as those we can work on jointly. I look forward to working with you to dis-
cuss what other steps we can take to encourage and support nurses and other
health care workers.

Question: The Critical Access Hospital program was created by the Balanced
Budget Act of 1997 to ensure continued access to hospital services in rural and fron-
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tier America. What experience have you had with this program in Wisconsin?
Should the current program’s eligibility criteria be expanded to include more rural
hospitals or are the current eligibility criteria adequate?

Answer: As a Governor of a state with a significant rural population, I too am con-
cerned with the state of rural health care in America. The demographics of our rural
population show that its inhabitants are both older and poorer than their urban
counterparts. In 1998, 18.4 percent of the rural population was over 65 years old
as compared to 15 percent of the urban population. In 1999, the poverty rate in
rural areas was 14.3 percent, as opposed to 11.2 percent in urban areas. However,
nowhere is the rural-urban disparity more prevalent than in our reimbursement for
Medicare services. For example, in 1996, the last year for which there is compara-
tive data, Medicare paid an average of $4375 per beneficiary in rural areas, as com-
pared to $5288 in urban areas.

Rural health care leaders such as you have attempted to remedy this situation.
As you mentioned, the Balanced Budget Act of 1997 created a nationwide limited
service rural hospital project entitled the Medicare Rural Hospital Flexibility Pro-
gram, which established a permanent hospital payment classification certified for
Medicare reimbursement called ‘‘Critical Access Hospitals.’’ These hospitals are lim-
ited service facilities with flexible staffing and service requirements.

In Wisconsin, we have begun using grant money in Wisconsin to reconfigure Crit-
ical Access Hospitals to specialize in emergency care. That way, these rural hos-
pitals can handle the first few hours of a life-threatening injury and then transfer
patients to larger regional medical facilities that have more staff and equipment.
This has helped ensure the continued viability of these rural hospitals.

As Secretary of Health and Human Services, I look forward to working with you
to ensure that our rural health care safety net, including Critical Access Hospitals
and other programs, is preserved and strengthened.

Question: The Health Insurance Portability and Accountability Act of 1996 and
the Balanced Budget Act of 1997 have changed the health care regulatory landscape
dramatically in recent years. And although all providers must comply with these
regulations, I believe that rural facilities’ smaller staffs and fewer resources may
make it difficult for them to comply as easily as urban providers can. What will you
do to ameliorate the problems rural providers face in keeping compliance with these
new regulations?

Answer: While the HIPAA legislation provided beneficiaries with the ability to
move from job to job without fear of losing their health insurance coverage, the reg-
ulations surrounding its implementation have been problematic for some of our larg-
est providers, let alone our smallest. Regulatory relief and reform, especially with
respect to those regulations issued by the Health Care Financing Administration
(HCFA) will be one of my highest priorities at the Department. I pledge to work
with all hospitals, physicians, and other providers to alleviate some of the regu-
latory burdens that have been imposed by the Department in recent years.

Question: Along the same lines of the previous two questions, more than three in
four Montana Medicare beneficiaries live in a rural area. Hospitals in these areas
are very often integrated delivery systems, providing inpatient and outpatient serv-
ices; skilled nursing care; home health care; and physician services. While these fa-
cilities were formerly paid based on reasonable costs, the Balanced Budget Act of
1997 required that all of these services be paid on a prospective basis.

The Critical Access Hospital program was established in the same year to provide
regulatory and financial relief to facilities in extremely rural areas, though only for
hospital services. Last year I introduced legislation to provide cost-based payment
for home care services in similarly isolated areas, to ensure that access to home care
in rural areas remains. (Montana now lacks home care in three of its 56 counties,
comprising an area of more than 23,000 square miles.)

Would you support cost-based reimbursement for the delivery of services other
than hospital care in extremely rural areas? Are there other ways to address the
‘‘special needs’’ of rural health care providers, those living with high fixed costs and
relatively low volume? Further, can you reassure me that any Medicare reform pro-
posals the Bush Administration puts forth will not jeopardize access to care for
rural patients?

Answer: As I have previously stated, as a former Governor I am particularly fa-
miliar with the needs of Medicare beneficiaries who live in the rural areas of our
country. The disparity in Medicare payments coupled with the extra logistical prob-
lems in these isolated areas makes the burden of delivering health care services par-
ticularly acute.

As we begin our work on strengthening and preserving a Medicare system for cur-
rent and future beneficiaries, the issue of how to compensate providers adequately
and fairly in rural areas will be a top priority. Some of the frustration that our rural
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providers currently experience is due in part to antiquated reimbursement formulas
that are based on the 1965 model of delivering health care services. While these
have been many attempts to remedy this situation over the years, in many cases
it has only made the system more complicated and cumbersome.

I look forward to working with you and other members of Congress who are from
rural areas to ensure that any plans that go forward contain solutions to your con-
cerns.

Question: The Clinton administration recently issued new regulation to protect pa-
tients’ medical records. These regulations prevent doctors, hospitals and health
plans from releasing medical records without patient consent. Also, patients have
a right to access, copy and request corrections in their medical information if it is
inaccurate or incomplete.

Do you feel these new regulations adequately protect the privacy of patients? Do
you believe the loophole allowing pharmaceutical companies, hospitals and for-profit
clinics to use medical records in marketing campaigns should be closed?

Answer: In the era of advanced medical technology and information systems, the
issue of protecting sensitive patient medical information has been a growing concern
for patients, providers, and many other stakeholders who deal with medical infor-
mation. We must assure patients that sensitive information about their personal
health will be used appropriately and protected against abuse, while at the same
time ensuring appropriate access to information for providers of health care services
and others who perform vital functions requiring health care information.

One of the first actions the new Administration will undertake is an evaluation
of the policy implications for protecting patients’ privacy and the financial and ad-
ministrative impact of the final regulation. We will examine the comments and con-
cerns we have heard regarding the strength of the patient protections and the feasi-
bility of enforcing the regulation. For example, we will need to assess the necessary
administrative steps and financial costs associated with implementation of the regu-
lation on Medicare, Medicaid, S–CHIP, FEHBP, other federal health programs, and
the private sector health care market. We must do everything we can to protect pa-
tients’ privacy, but the last thing we want is to impose unintended consequences
and huge costs that will make it virtually impossible for anyone to comply.

I look forward to working with this committee in the discussions and examination
of the implementation of the final regulation. It will also be through this process
that we will examine the need for and elements of a comprehensive federal law on
medical privacy.

Question: Currently, the co-payment for Medicare Part B outpatient services is
20%. However, the co-payment for mental health services is substantially higher, at
50%. What is your reaction to this disparity between Medicare’s coverage for phys-
ical and mental health services, and do you think that it should be corrected?

Answer: The disparities between physical and mental health co-payments that you
cite are a clear indication of the need for fundamental reform and a modernization
of the Medicare program. One of the goals of our reform effort should be simple,
equitable treatment of services covered by the Medicare program. I look forward to
working with you on this and other issues that will be involved in our discussions
of Medicare Reform.

Question: Congress is extremely leery of price controls for prescription drugs. But
how can we afford 15% increases in prescription drugs every year, and enact a via-
ble Medicare benefit? The pharmaceutical industry claims that their products save
money by avoiding more expensive forms of treatment, yet we see hospital, physi-
cian, and outpatient costs increasing also. What can we do to provide a meaningful
drug benefit that doesn’t break the bank?

Answer: The President and I support modernizing the Medicare system so that
every senior has access to a Medicare plan with a prescription drug benefit. Ninety-
eight percent of the health plans offered in this country have some kind of prescrip-
tion drug benefit. And so should Medicare.

Our Medicare modernization plan is based on the highly successful Federal Em-
ployees Health Benefit Program where Members of Congress and their staff have
a wide range of plans from which to choose. Every single one has a prescription
drug benefit.

We also realize, however, that Medicare modernization will take some time. Dur-
ing the campaign, President Bush supported a program called ‘‘Immediate Helping
Hand’’ which helped low-income seniors and all seniors with high drug costs. Some
members have expressed their concerns with this interim, block grant approach. I
want to assure you that I will listen and take your concerns into account.

What we must not do, however, is lose sight of the goal of modernizing the Medi-
care program so that seniors have access prescription drugs. I look forward to work-
ing with you and your staff to achieve this important objective.

VerDate 11-MAY-2000 10:27 Mar 14, 2001 Jkt 000000 PO 00000 Frm 00083 Fmt 6601 Sfmt 6621 69893.NOM SFINANC2 PsN: SFINANC2



80

Question: Aside from the amount of subsidy, much of the controversy over pre-
scription drugs surrounds the issue of who should administer a new drug benefit—
private insurers, States or pharmacy benefit managers. Assuming Congress enacts
a Medicare drug benefit, what are your thoughts on how it should be best adminis-
tered?

Answer: This is another issue that points to the importance of modernizing the
Medicare program. As we work to develop access to a drug benefit for seniors, we
must not lose sight of the goal of modernizing the Medicare program. The adminis-
tration of any such drug benefit will necessarily depend on the form it takes. As
we discussed at the hearing, the Health Care Financing Administration (HCFA) al-
ready faces enormous challenges administering the programs currently under its
purview. We must take that into consideration as we work together to modernize
the Medicare program.

Question: In November 1999, the Institute of Medicine released a report esti-
mating that between 44,000 and 98,000 Americans die each year due to so-called
‘‘medical errors.’’ These errors, which the IOM estimates cost up to $2.0 billion an-
nually, include mistakes in dispensing medications to a patient or misreading the
results of a diagnostic test. What do you believe we can do to reduce the number
of medical errors in the U.S.?

Answer: The issue of—and solution to—medical errors, as outlined by the Insti-
tute of Medicine Report, will receive great attention in my office. Clearly, this will
take a collaborative effort with our doctors, hospitals, and other medical providers
to ensure that the medical error rate is dramatically lowered. I believe my role as
Secretary of Health and Human Services will be to coordinate this effort, and the
Department should act as a clearinghouse for practical solutions and remedies.

It is my understanding that the Department, through the Agency for Healthcare
Quality and Research, has already begun investigating the best way to address this
problem. However, while these studies are taking place, the medical community has
already begun employing several high-tech initiatives, such as filling a prescription
with a handheld computer to reduce human error, and low-tech initiatives, such as
requiring that new physicians take a handwriting class, to begin remedying this sit-
uation. In addition, hospitals are upgrading their information technology infrastruc-
ture so that pharmaceuticals and biologics can be more efficiently stored, tracked,
and processed for patient use.

I look forward to working on this pressing issue and will, of course, welcome your
thoughts on guidance as we move ahead.

Question: The Actuary’s Office in HCFA has interpreted report language from the
Balanced Budget Act of 1997 to allow them to provide independent assistance to
Members of Congress, without regard to political party and without requiring the
request to be processed and approved by the Office of Management and Budget (a
process that can delay response time and politicize the request). Can you give me
your assurance that the independent actuaries in OACT will still be permitted to
provide such assistance?

Answer: As in all matters, I intend this Department respond equally to everyone,
no matter their political affiliation. I will also respect the traditional independence
of the actuaries at HCFA. As we both heard at my hearing, HCFA is faced with
increasingly complex demands, without the attendant resources to perform those
functions. I look forward to working with you and your staff to assure that HCFA
has the resources it needs to perform all of the functions it has been assigned.

Question: Next year, Congress will reauthorize the 1996 welfare reform law. Could
you elaborate on your answer from today’s Finance Committee hearing regarding
your thoughts on the most important issues that we will be discussing during reau-
thorization in 2002?

Answer: As you know, I am passionate about welfare reform.
In 2002, we will have to consider the next steps in this process. While welfare

reform has been enormously successful in moving families from dependence to inde-
pendence, we still face many challenges. There are still families receiving direct ben-
efits. As you know, these are often the people with significant health problems or
people struggling with substance abuse.

But we also must work to help those families who have successfully moved into
the workforce continue to move up the ladder of economic success. As I discussed
in my hearing, there are several components that are vital to the success of Wis-
consin Works (W2), and I believe any welfare reform effort. Mothers who are going
to work must have access to healthcare, to safe childcare, to job training and trans-
portation.

I have always said that for welfare reform to be successful, you have to make an
investment up front. It can’t be done on the cheap. The savings to taxpayers—and
they are substantial savings—come on the backend as public caseloads decline. Per-
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haps nowhere has the public payoff for a taxpayer investment been more evident
than in the fundamental changes we have made to the welfare system in this coun-
try. Another important step is to sound the call to recruit what President-elect Bush
has called the ‘‘armies of compassion.’’ Faith-based communities are closest to those
who have the most need of government services. Serving these communities is a re-
sponsibility that can and should be shared to reach the greatest number of people
in the most compassionate and effective way. Many of these efforts are not just
about offering a program or service but about transforming lives.

Question: Many members of the Finance Committee represent primarily rural
states. The challenge of moving welfare recipients to work can be different outside
of big cities and their suburbs. Jobs can be few in number and transportation to
and from work can be quite difficult without the public transit available in metro-
politan areas.

Please discuss your view of the particular difficulties associated with welfare re-
form in rural America and how we can overcome them during the TANF reauthor-
ization process.

Answer: I agree that we need to make special efforts to ensure that welfare reform
works in rural areas as well as urban. This has been a challenge in Wisconsin, and
I will play special attention to it as Secretary. I look forward to hearing your
thoughts on this issue and working with you to develop innovative solutions to the
special challenges faced by rural communities.

Question: In Montana, unfortunately, many of those in poverty are members of
Indian tribes. The 1996 welfare reform law gave tribes the ability to operate their
own welfare programs, which I think will help.

As Governor, how have you worked with tribes in Wisconsin and will you, as HHS
Secretary, commit to consulting with tribes about how to reform welfare in Indian
Country?

Answer: In fact, in Wisconsin at our Department of Health and Family Services,
we have a Native American liaison whose role is to work with us on issues affecting
the sovereign nations. I recognize both the independence of the tribes and that close
consultation and coordination is important. I continue to be willing to work closely
with tribes as Secretary.

Question: Welfare reform has led to an impressive number of welfare recipients
leaving the rolls for jobs, especially in states like Wisconsin. However, it does ap-
pear that many—the percentage varies by study and location—of these mothers re-
main at or below the poverty line, despite the fact they are now employed. Some
may even be worse off, if support services such as child care are unavailable or un-
subsidized.

Would you agree that we need to do our best—through the EITC, child care help,
and transportation aid—that families who leave welfare for work escape poverty as
well? That it’s important to ‘‘make work pay’’?

Answer: An integral part of welfare reform, and clearly the next step we need to
focus on when reauthorizing the program is not just moving people of the rolls, but
helping them locate and retain jobs and continue to move up the economic ladder
of success. Our commitment to former welfare recipients should not end when they
walk out our door.

Question: The Welfare-to-Work Partnership is an impressive organization, a coali-
tion of employers, small and large, who employ former welfare recipients. Without
the cooperation of the business community we will never be able to move families
off welfare and onto the road to self-sufficiency. I understand you have been one of
the governors advising the Partnership. The Partnership’s August report on con-
tinuing the momentum of welfare reform contained many useful recommendations,
including making sure that former welfare recipients who are now working in low-
wage jobs take advantage of other governmental support, such as child care. Please
discuss your relationship with the Partnership. Can we assume that you will, as
HHS Secretary, consider the recommendations contained in the August report?

Answer: I have long been a supporter of welfare-to-work partnerships. One lesson
we have learned in Wisconsin from the changes to the welfare system is that gov-
ernment alone can’t help families succeed. It takes the concentrated effort of govern-
ment, employers, educators, family and friends, churches and the community.

Question: One other program we have jurisdiction over here at the Finance Com-
mittee is child support. As you well know, it is important to make sure that absent
parents support their children. Wisconsin has been a leader here as well, including
a ‘‘pass through’’ policy, under which all child support monies collected go to fami-
lies, instead of being kept by the government.

Last year we nearly passed legislation to encourage states to follow Wisconsin’s
lead. Would you as HHS Secretary support such a child support ‘‘pass through’’ bill
to simplify child support distribution rules and make them more pro-family?

VerDate 11-MAY-2000 10:27 Mar 14, 2001 Jkt 000000 PO 00000 Frm 00085 Fmt 6601 Sfmt 6621 69893.NOM SFINANC2 PsN: SFINANC2



82

Answer: We have worked extensively on this issue in Wisconsin, and our collec-
tions are up dramatically. I hope that now we can work together on this at the na-
tional level. I agree that it is important we find ways to make absent parents pay
child support. I also believe that we must be careful not to place any new mandates
on states, but instead set high goals and reward positive results.

Question: One aspect of your Wisconsin record is a substantial expansion of child
care subsidies, especially to help welfare recipients take and keep jobs.

Please describe how you see the role of child care subsidies as part of a welfare
reform strategy. Don’t you agree that additional federal funding for child care would
help states continue the success of welfare reform?

Answer: The welfare reform law greatly simplified child care administration by
cutting red tape and giving states one major program that could be used for all
types of care. The welfare reform law also increased funding for child care by $4.5
billion over 6 years. In addition, the law allows states to transfer money from the
Temporary Assistance for Needy Families (TANF) program to child care; so far, this
provision has allowed states to spend another $3 billion on child care.

As Governor I increased state investments in child care from $11 million in 1986
to over $200 million annually. We have expanded child care subsidies, reduced the
assets limit test for child care, increased child care for parents with disabled chil-
dren, and reduced the maximum child care co-payment. I believe there has to be
child care money to support working families, but given the major new investments
by the federal government, states must assume more responsibility than they have
in the past.

States are not fully using the flexibility in the welfare law to transfer up to 30%
of the TANF block grant into the child care development block grant (CCDBG). Over
FY 1997–FY 1999, less than 8% of TANF funds were transferred into CCDBG. Fed-
eral law now restricts states to transferring a maximum of 30% of their TANF funds
into the child care block grant. We may also want to consider whether to increase
this restriction to something above 30%.

I look forward to working with you and your staff on this important issue as we
begin to discuss the reauthorization of PRWORA.

Question: There has been an increased discussion in Congress about ways to help
low-income non-custodial parents reconnect with their children and meet their child
support obligations. Last year, the House passed, on an overwhelming basis, legisla-
tion to provide grants to support such ‘‘fatherhood’’ programs. President-Elect Bush
has also proposed such funding, as has our colleague Senator Bayh.

From your experience in Wisconsin, discuss the importance of low-income, non-
custodial fathers in welfare reform. What are some ways we can help encourage
them, or require them, to do better for their children?

Answer: Government’s traditional answer to the absence of fathers from the lives
of children has been to focus on child support enforcement. And with good reason.
Any man who fathers a child should be financially responsible for that child. While
fathers must fulfill their financial commitments, they must also fulfill their emo-
tional commitments. Dads play indispensable roles that cannot be measured in dol-
lars and cents—nurturer, mentor, disciplinarian, moral instructor and skills coach,
among other roles. The presence of a committed, involved father in the home con-
tributes directly to better school performance, reduced substance abuse, less crime
and delinquency, fewer emotional and other behavioral problems, less risk of abuse
or neglect, and lower risks of teen suicide.

Supporting fathers should never be taken as ignoring the heroic work that moth-
ers, both married and single, do everyday to help their children achieve their full
potential. This initiative is not about diminishing the role of moms, but about hon-
oring and supporting the often-overlooked role of dads.

To promote responsible fatherhood, during the campaign, President Bush sup-
ported initiatives that give $185 million over five years in competitive grants to
strengthen fatherhood and combat father absence. In addition, he pledged to provide
an additional $185 million in competitive grants to community and faith-based orga-
nizations that strengthen the role of fathers in the lives of families. The U.S. De-
partment of Health and Human Services, working in cooperation with the states,
will award such grants to community and faith-based organizations.

The Bush Administration will also provide $5 million to establish a national clear-
inghouse of information about effective fatherhood programs, launch a national pub-
lic education campaign to promote fatherhood, and offer consultation and training
to community-based groups that want to implement local fatherhood programs.

Finally the Administration will also provide $10 million to establish a multi-city
demonstration project to show the potency of father-focused efforts to increase mar-
riage rates, strengthen parenting skills, boost fathers’ income, and engage in other
activities that help families.
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Question: The manner in which HCFA coverage policies are determined often
seems, at best, uncoordinated. One example is HCFA policy with regard to Actinic
keratosis (AK), where coverage policies vary widely in their scope and impact in dif-
ferent areas of the country. Can you assure us that you will work with us on cov-
erage policy questions, including considering whether there is sufficient information
available to issue a national Medicare policy on the destruction of AK lesions?

Answer: I look forward to working with you on the coverage policy concerns you
raise. Variation of HCFA’s coverage policies is an issue that makes it difficult and
confusing for providers and patients. I am committed to working with you on this
important issue.

RESPONSES TO QUESTIONS FROM SENATOR GRASSLEY

Question: Governor, as you know, an important issues for us here in Washington
is finding ways to reduce the nearly 44 million uninsured in this country. I under-
stand that in Wisconsin you’ve had tremendous success in this area by pursuing a
number of different strategies, including the BadgerCare program. I recently
learned that Wisconsin ranks second in the country for having the highest percent-
age of its residents covered by health insurance—which is an impressive 94% of
Wisconsonites who have health coverage. Could you share with us your experience
and what lessons it might hold for us at the federal level?

Answer: Just as it is in Wisconsin, lack of access to affordable health care is a
challenge that we all face. I am concerned that over 43 million Americans do not
have access to health insurance coverage. Reducing that number will be one of my
top priorities at the Department of Health and Human Services.

As you know, when I was elected Governor, I worked closely with the legislature
to develop a new approach to solving this problem. The result is BadgerCare, a pro-
gram that provides health care for low-income working families who make too much
money to qualify for Medicaid, but can’t afford insurance on their own. Over 77,000
people were enrolled in this program by the end of 2000, which has helped us main-
tain our status as one of the best states in the nation providing health coverage for
its citizens, as 93% of Wisconsinites currently have health insurance. The success
of this program is one my proudest achievements as governor.

However, BadgerCare is not the only option. There are several proposals that I
would like to discuss further with you and other members of Congress including,
but not limited to:

Expansions of Medicaid and SCHIP. BadgerCare is essentially an expansion of
SCHIP to allow for coverage of entire families. Several other states are also experi-
menting with this model. The federal government should give states the flexibility
to develop programs that meet high standards it sets in a manner that is efficient
and cost-effective. In exchange for greater flexibility, the federal government should
hold states accountable and step in when states aren’t measuring up to expecta-
tions. Giving states greater flexibility under the State Children’s Health Insurance
Program (S–CHIP) is part of this solution.

Support for Small Business. President Bush has proposed measures that will
allow small employers to band together to enjoy the same economies of scale as larg-
er employers. This is particularly important since most first time employees find
work in small businesses.

Tax Credits. President Bush has also proposed providing tax credits to low-income
families to assist them in purchasing private health coverage.

Other measures. It is critical we do not ignore those who are most vulnerable and
without access to care. The medically underserved who live in our inner cities and
rural communities often lack access to basic primary care. I look forward to working
with you to strengthen our health care safety net by supporting our community
health centers and forging public-private partnerships to assist our hospitals and
providers who serve these communities.

Question: Governor, one way you built your impressive reputation here in Wash-
ington was through your tireless work on welfare reform. I had the honor to work
closely with you on this issue in 1996. Under your leadership, Wisconsin designed
and enacted welfare reform where work—not welfare—was the centerpiece. Your
state’s successful ‘‘Wisconsin Works’’ model established new and improved standards
and paved the way for national reform. Looking back at your experience in Wis-
consin, what guiding principles should we follow as we prepare to reauthorize the
Temporary Aid to Needy Families program next year?

Answer: As you know, I am passionate about welfare reform.
In 2002 we will have to consider the next steps in this process. While welfare re-

form has been enormously successful in moving families from dependence to inde-
pendence, we still face many challenges. There are still families receiving direct ben-
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efits. As you know, these are often the people with significant health problems or
people struggling with substance abuse.

But we also must work to help those families who have successfully moved into
the workforce continue to move up the ladder of economic success. As I discussed
in my hearing, there are several components that are vital to the success of Wis-
consin Works (W2), and I believe any welfare reform effort. Mothers who are going
to work must access to healthcare, to safe children, to job training and transpor-
tation.

I have always said that for welfare reform to be successful, you have to make an
investment up front. It can’t be done on the cheap. The savings to taxpayers—and
they are substantial savings—come on the backend as public caseloads decline. Per-
haps nowhere has the public payoff for a taxpayer investment been more evident
than in the fundamental changes we have made to the welfare system in this coun-
try.

Another important step is to sound the call to recruit what President-elect Bush
has called the ‘‘armies of compassion.’’ Faith-based communities are closest to those
who have the most need of government services. Serving these communities is a re-
sponsibility that can and should be shared to reach the greatest number of people
in the most compassionate and effective way. Many of these efforts are not just
about offering a program or service but about transforming lives.

Question: Governor Thompson, I’m very impressed with your efforts in Wisconsin
to make your state programs more responsive to your citizens. Clearly at the federal
level, we struggle with lack of efficiency and responsiveness within the Health Care
Financing Administration, especially given the size and number of programs being
managed. Can you share with us your experiences with HCFA and offer suggestions
on how we might achieve more effective management and delivery of benefits?

Answer: As Governor of Wisconsin, I have had a long history with the Health
Care Financing Administration (HCFA). In fact, Wisconsin has sought more waivers
from the Department of Health and Human Services than any other state.

One of my highest priorities as Secretary will be to make sure the all parts of
the Department—including HCFA—place the highest priority on serving its many
constituents—families, children, seniors, patients, the disabled, providers, Congress,
and states.

I heard from many Senators, both during my hearings and in visits before, that
we must address the efficiency and responsiveness of the HCFA. We must start,
however with the recognition that HCFA’s role has been continually expanded over
the last several years, charged with administering increasingly complex programs.
HCFA faces tremendous demands and challenges as an agency, administering a
budget estimated to reach well over $350 billion in FY 2001 to provide health care
for more than 70 million Americans.

But patients and providers alike are fed up with excessive and complex paper-
work. Rules are constantly changing. Complexity is overloading the system, crim-
inalizing honest mistakes and driving doctors, nurses, and other health care profes-
sionals out of the program.

HCFA needs a thorough examination of its mission, the competing demands, and
the available resources. We need to assure that HCFA has the tools it needs to suc-
ceed.

Question: Governor Thompson, rural health is a major concern for myself, and for
many others on this Committee. Clearly a ‘‘one-size-fits-all’’ approach to any health
care issue can result in rural beneficiaries being left behind. Can you comment on
these concerns and offer suggestions on how to avoid alienating rural communities
and their health care needs?

Answer: As a former Governor of a state with a significant rural population, I too
am concerned with the state of rural health care in America. The demographics of
our rural population show that its inhabitants are both older and poorer than their
urban counterparts. In 1998, 18.4 percent of the rural population was over 65 years
old as compared to 15 percent of the urban population. In addition, poverty is more
widespread in rural areas. In 1999, the poverty rate in rural areas was 14.3 percent,
as opposed to 11.2 percent in urban areas. Nowhere is this disparity more prevalent
than in our reimbursement for Medicare services. For example, in 1996 Medicare
paid an average of $4375 per beneficiary in rural areas, as compared to $5288 in
urban areas.

As we begin our work on strengthening and preserving a Medicare system for cur-
rent and future beneficiaries, the issue of how to compensate providers adequately
and fairly in rural areas will be a top priority. Part of the frustration that our rural
providers are currently experiencing is due in part to antiquated reimbursement for-
mulas that are based on the 1965 model of delivering health care services. While
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there have been many attempts to remedy this situation over the years, in many
cases it has only made the system more complicated and cumbersome.

In addition, we have begun using grant money in Wisconsin to reconfigure Critical
Access Hospitals to specialize in emergency care. That way, these rural hospitals
can handle the first few hours of a life-threatening injury and then transfer patients
to larger regional medical facilities that have more staff and equipment. This has
helped ensure the continued viability of these rural hospitals.

I look forward to working with you and other members of Congress who are from
rural areas to ensure that any plans that go forward contain solutions to your con-
cerns.

Question: Governor Thompson, your innovative Family Care program is a cost-ef-
fective and consumer-oriented approach to long-term care for elderly and disabled
persons. When it comes to long-term care, Wisconsin is certainly in the forefront.
I’m sure you know that many of us here have championed tax deductions for long-
term care insurance, and tax credits for family caregivers as a means of addressing
growing long-term care demands. In your view, should tax incentives be on the na-
tional menu of options for addressing the increasing long-term care needs of our el-
derly? Are there other options we might also consider?

Answer: As you know from your extensive work in this area, we are facing a crisis
in financing for long term care. By 2030, when the last of the Baby Boom generation
reaches retirement, the number of individuals aged 65 or older is estimated to dou-
ble from 35 million to nearly 70 million.

Most private health insurance plans, however, do not cover long-term care needs,
and Medicare covers only short-term, skilled nursing home care following hos-
pitalization. Medicare also limits the coverage of home care to those who need reha-
bilitative services or physical therapy. As a result, most long-term care costs are
currently met through the federal Medicaid program and out-of-pocket expenditures.
In fact, public funds pay for 62 percent of nursing home costs, while 31 percent
comes from out of pocket funds.

So I think we should consider putting as many options—including tax incentives
on the national menu as we can.

For example, in Wisconsin we have developed the Family Care program. Family
Care will provide individualized care based on a maximum number of choices and
will allow families to receive care in their homes as long as possible. The program
is built upon consumer choice and one-stop shopping for services. Families will get
individual counseling on how to design the long-term care program that best suits
the needs and desires of their loved ones.

Wisconsin is seeking federal waivers for Family Care that will allow Medicaid
money to pay for home-based services, not just care in nursing homes.

Under Family Care, which is a voluntary program, disability resource centers help
people make informed choices about receiving long term care by providing advice on
their options. Once an individual completes initial screening, is found eligible for
Family Care and expresses a desire to participate, resource centers help the indi-
vidual enroll.

In addition, in May 2000, President Bush announced his plan to make long term
care insurance more affordable and a proposal to ease some of the burdens of taking
care of a loved one at home. Specifically, he supported:

• Allowing a 100% above-the-line tax deduction for long-term care insurance pre-
miums. Everyone will be eligible for the deduction, except for those who already
receive employer-subsidized coverage; and

• Establishing an additional exemption currently valued at $2,750, for each elder-
ly spouse, parent, or relative that a caregiver tends to in his or her home.

I look forward to working with you on this important topic.

RESPONSES TO QUESTIONS FROM SENATOR HATCH

Question 1: What steps will you take as Secretary to ensure that your office is
more directly involved with numerous policy decisions made and administered by
agencies such as FDA?

Answer: I am aware that some Members of Congress have been concerned about
some actions taken by the FDA. Please know that as the President and I begin to
consider candidates for the position of FDA Commissioner, we will take your con-
cerns into account and pay particular attention to candidates’ management skills.

Question 2: What steps will you take to ensure that consumers and taxpayers will
continue to benefit from the extraordinary savings attributable to generic drugs and
that the FDA does not act as an impediment to the entry of generics to the market-
place?
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Answer: I agree that the emergence of new generic drugs on the market can lead
to enormous savings in drug costs and I believe that the potential for new generics
are particularly good over the next few years with the numbers of key drugs coming
off patent. I have no reason to believe that consumers will not continue to benefit
as they have from the emergence of more generic drugs. If you feel otherwise, please
contact me and elaborate on your reasons for concern.

Question 3: As Secretary, what steps will you take to ensure that these two impor-
tant provisions are administered so that we as a nation can realize the benefits of
both?

Answer: The drug exclusivity provisions of Hatch-Waxman and those of the pedi-
atric labeling provisions of the FDA Modernization Act are rather complicated. How-
ever, I understand your concerns that these two exclusivity extensions be adminis-
tered in a way to preserve the incentive and intent of both provisions. In the Janu-
ary 2001 Report to Congress on the Pediatric Exclusivity Provision, the FDA states
that the 6 months of exclusivity will be added to any of the sponsor’s listed patents
or previous non-expired grants of exclusivity on drug products containing the active
moiety that was studied. I look forward to working with your office to ensure that
the provisions as enacted are appropriately implemented.

Question 4: Utah is home to numerous medical device manufacturers. These com-
panies have told me it can take anywhere from 15 months to 5 years or longer for
HCFA to approve a new medical technology. I am extremely concerned about these
delays and want to work with you on ways to expedite and streamline this process
administratively and legislatively. I would be interested in your thoughts on this
issue.

Answer: One of my highest priorities as Secretary will be to make sure all parts
of the Department—including HCFA—place the highest priority on serving its many
constituents—families, children, seniors, patients, the disabled, providers, Congress,
and states.

I heard from many Senators, both during my hearings and in visits, that we must
address the efficiency and responsiveness of HCFA. We must start, however with
the recognition that HCFA’s role has been continually expanded over the last sev-
eral years, charged with administering increasingly complex programs. HCFA faces
tremendous demands and challenges as an agency, administering a budget esti-
mated to reach well over $350 billion in fiscal year 2001 to provide health care for
more than 70 million Americans.

I too am concerned about the complex processes that overload HCFA and decrease
access to the benefits of the advances in medicine and technology. I look forward
to working with you to examine and propose solutions in order to streamline and
make this process more efficient to meet the health care needs of our Medicare
beneficiaries.

Question 5: As you know, the Health Care Financing Administration has come
under increasing criticism for its administration of the Medicare program. In some
ways, HCFA has an impossible task: ensuring that the government-run health plan
keeps up with the rapid pace of change in health care delivery. This is particularly
difficult with regard to advances in medical technology, biotechnology and pharma-
ceuticals. At times, it appears that there is a disconnect between HCFA and compa-
nies that are developing innovative new products and that is troublesome to me.
What thoughts do you have on this matter?

Answer: Access to innovation and the advances in medical technology, bio-
technology and pharmaceuticals is a priority for me as Secretary. We must first
agree that today’s seniors must be able to benefit from the tremendous advances in
medicine and technology that we are witnessing today and will continue to witness
in the future. A system that ensures positive and effective communication between
both HCFA and the companies developing innovative new products is a system that
can bring Medicare into this new era of health care. In the end, it will benefit our
elderly and disabled population ensuring adequate and effective health care.

Question 6: Should delays in the Health Care Financing Administration’s approval
process result from lack of stakeholder input, what would you do to foster a more
collaborative relationship between the private sector and HCFA?

Answer: One of my highest priorities as Secretary will be to make sure all parts
of the Department—including HCFA—place the highest priority on serving their
many constituents, that includes stakeholders.

If the delays in HCFA’s approval process are a result of little or no stakeholder
input and a more collaborative relationship between the stakeholder and HCFA
would improve processes, I think increasing collaboration between the stakeholder
and HCFA should be pursued seriously. I will work with all those called to action
to achieve more effectiveness in HCFA’s approval process.
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BadgerCare
Question 7: How will programs such as BadgerCare help us provide health cov-

erage to the medically uninsured nationwide?
Answer: As Governor, I worked closely with the legislature to develop a new ap-

proach to solving the problem of the lack of access to health insurance coverage in
Wisconsin. The result is BadgerCare, a program that provides health care for low-
income working families who make too much money to qualify for Medicaid, but
can’t afford insurance on their own. Over 77,000 people were enrolled in this pro-
gram by the end of 2000, which has helped us maintain our status as one of the
best states in the Nation providing health coverage for its citizens, as 93 percent
of Wisconsinites currently have health insurance. The success of this program is one
of my proudest achievements as Governor.

BadgerCare is essentially an expansion of SCHIP to allow for coverage of entire
families. Several other states are experimenting with this model. The Federal Gov-
ernment should give states the flexibility to develop programs that meet high stand-
ards it sets in a manner that is efficient and cost-effective. In exchange for greater
flexibility, the Federal Government should hold state accountable and step in when
states are not measuring up to expectations. Giving states greater flexibility under
SCHIP is part of this solution.

Additionally, states should allow the working poor to be able to buy into their
Medicaid program and give them credit. If states do this, they will expand the num-
ber of their citizens who will be eligible for health insurance.
Long-Term Care

Question 8: Another issue that is of interest to me is long-term care. I understand
that Wisconsin has a program that gives assistance to the elderly, thus, allowing
them to remain in their homes instead of having to live their final days in nursing
homes. Could you talk about the long-term care initiatives in your state and how
they’ve worked?

Answer: In Wisconsin, we have developed the Family Care program. Family Care
will provide individualized care based on a maximum number of choices and will
allow individuals to receive care in their homes as long as possible. The program
is built upon consumer choice and one-stop shopping for services. Families will get
individual counseling on how to design the long-term care program that best suits
the needs and desires of their loved ones.

Under Family Care, which is a voluntary program, disability resource centers help
people make informed choices about receiving long term care by providing advice on
their options. Once an individual completes initial screening, is found eligible for
Family Care and expresses a desire to participate, resource centers help the indi-
vidual enroll.
Disabled Populations

Question 9: In Utah, I have formed an advisory council that briefs me on issues
affecting the disabled community. We speak to members of the council on a monthly
basis and they keep me updated on issues impacting the disabled population of
Utah.

I understand that in Wisconsin, there is a program that you created called Path-
ways to Independence which assists disabled individuals in finding employment and
then provides assistance with health care (through Medicare and Medicaid) and
housing. Will you elaborate on the program?

Answer: I am very proud of the Wisconsin Pathways to Independence Program
(WPTI). Pathways is a partnership between people with disabilities, business and
government. Through this Program a disabled individual can receive a comprehen-
sive collection of services that, taken together, are designed to remove or reduce bar-
riers to employment for persons with severe disabilities. A key feature of the ap-
proach is the co-ordination of all of these services through a single organization. An-
other important feature of the program is the requirement that persons with disabil-
ities occupy a ‘‘seat at the table.’’

I also believe that the President’s initiative—the New Freedom Initiative—that
was sent to Congress earlier this month takes a similar approach. I look forward
to working with you and your colleagues on this initiative.
Organ Donation

Question 10: As one of the original sponsors of the 1984 National Organ Trans-
plant Act, I am so impressed with your state’s remarkable accomplishment and was
wondering if you had thoughts on how we could increase organ donations nation-
ally?
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Answer: We will move in the first 100 days to launch a national campaign to raise
awareness of organ donation in this country. There is a waiting list of at least
70,000 individuals in America that need an organ. I believe that successful organ
donation programs like those currently in place in states like Wisconsin and New
Jersey could serve as models to other states.

Instead of spending time on divisive issues like redistribution of organs, I hope
we can grow the number of donors. As Governor, I tried to articulate a vision for
more individuals to be recognized and to be involved in giving organs. One day a
year, I held a ceremony to award a ‘‘Gift of Life’’ medal to the families who have
lost a loved one, but have given the gift of life to others by giving the organs of
their loved one. This gave recipients and me the opportunity to thank the families
and recognize their contribution.

If we enact similar campaigns to raise awareness of organ donation, I think we
can grow the number of donors and supply the needs of all Americans.

State Programs
Question 11: Many times, states are seen more or less as laboratories on various

health issues. We’ve learned a lot by providing states the flexibility to provide
health care to their residents. Your state of Wisconsin is the perfect example—
you’ve brought your welfare numbers down, you’ve helped disabled individuals get
jobs, you’ve helped senior citizens stay in their homes instead of being sent to nurs-
ing homes and you have the highest organ donation rate in the United States. How
do you take these lessons learned from the states and implement them into national
policy?

Answer: Wisconsin, as well as other states, has been very successful in expanding
access to health care and implementing community based programs that meet the
diverse needs of its vulnerable citizens. I certainly will be looking at the format of
these programs to see if they might be transformed into national programs. How-
ever, as I have always said I am not certain that a one size fits all approach is al-
ways the best way to proceed. What works in Wisconsin may not work in Utah or
New York.

However, I do think that we can learn from the innovation of states and take
away from those experiences an acknowledgment of the need for building new part-
nerships between the Federal and state governments and the tremendous good that
can come from better teamwork between the two levels of government.

RESPONSES TO QUESTIONS FROM SENATOR JEFFORDS

Question: We all agree that a Medicare prescription drug benefit is a top priority
for you and for the Members of this Committee, no matter what their party affili-
ation. Do you agree that the solution to this problem lies in bipartisan cooperation,
and can you assure us that you will be responsive to both Democrats and Repub-
licans on the Committee as we try to reach a solution?

Answer: Absolutely. It is vital that we all work together if we are going to achieve
solutions to some of the challenges we, as a nation, face. I know that both sides of
the aisle have devoted a great deal of time and energy studying ways to provide
all seniors with access to prescription drugs. It is time for us to take the next bold
steps and work together in a bipartisan spirit to pass a prescription drug benefit.

I look forward to working with you and all the Senators in an effort develop a
Medicare reform package with a prescription drug benefit of which we could all be
proud.

Question: Can you assure us that you will continue to defend the approval of the
Vermont waiver amendment?

Answer: The approval by my successor of the Vermont Section 1115 waiver was
controversial because it was an unorthodox use of the 1115 process. As a matter of
practice, I support the waiver process because it gives states more flexibility in run-
ning their Medicaid programs to meet the needs of their citizens. I believe states
should have the flexibility to innovate and develop programs that meet these needs
in a manner that is efficient and cost-effective. However, given that the Vermont
waiver was a controversial use of the waiver process, I will be vigilant in reviewing
its efficacy to ensure that the intended purpose is achieved.

Question: I am told it can take anywhere from 15 months to 5 years or longer
for HCFA to approve new medical technologies. Will you work with me and other
Members of the Committee to examine ways to expedite and streamline this process
administratively and legislatively if necessary?

Answer: Yes. I too am concerned about the complex processes that overload HCFA
and decrease access to the benefits of the advances in medicine and technology. I
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look forward to working with you to examine and propose solutions in order to
streamline this process to meet the health care needs of our Medicare beneficiaries.

Question: HCFA seems more comfortable in its role of regulating providers than
manufacturers of medical technologies, biotech, and pharmaceuticals. What will you
do to foster a more collaborative relationship?

Answer: One of my top priorities is to examine HCFA’s mission, and seek ways
to make it more responsive and efficient in all areas.

Examination of HCFA’s role in the regulation of manufacturers of medical tech-
nologies, biotech, and pharmaceuticals is part of my plan to address HCFA’s mis-
sion, competing demands, and available resources. We need to assure that HCFA
has the tools it needs to succeed. I will work with all those called to action to
achieve consistency and effectiveness in HCFA’s regulatory process.

Question: If delays in HCFA’s approval process result from a lack of stakeholder
input. What would you do to foster a more collaborative relationship between this
sector and HCFA?

Answer: One of my highest priorities as Secretary will be to make sure all parts
of the Department—including HCFA—place the highest priority on serving its many
constituents—families, children, seniors, patients, the disabled, providers, Congress,
and states.

If the delays in HCFA’s approval process are a result of little or no stakeholder
input and a more collaborative relationship between the stakeholder and HCFA
would improve processes, I think increasing collaboration between the stakeholder
and HCFA should be pursued seriously. I will work with all those called to action
to achieve more effectiveness in HCFA’s approval process.

Question: We have created a variety of special payment programs within Medicare
designed to compensate rural hospitals and health care providers fairly, respecting
the unique challenges of limited access and low volumes, and the crucial economic
roles that these providers play in their communities. Given concerns about the effec-
tiveness and cost of these programs, are you committed to ensuring the survival of
our nation’s health care system in rural America? And what ideas do you have
about how can we do this more effectively and efficiently?

Answer: I, too, am concerned with the state of rural health care in America. No-
where is this disparity more prevalent than in our reimbursement for Medicare
services. This disparity points to the need for a modernized Medicare program that
responds to the needs of today’s beneficiaries. The issue of how to compensate pro-
viders adequately and fairly in rural areas will be on of my top priorities in this
process.

In Wisconsin, we began reconfiguring Critical Access Hospitals to specialize in
emergency care. That way, rural hospitals can handle the first few hours of a life-
threatening injury and then transfer patients to larger regional medical facilities
that have more staff and equipment. This has helped to ensure the continued viabil-
ity of these rural hospitals. I look forward to working with you and other Members
of Congress who are from rural areas to ensure that any plans that go forward con-
tain solutions to your concerns.

Question: At the conclusion of the last session of Congress, legislation allowing for
better reimbursement for telemedicine was passed and signed by the President as
part of the Medicare, Medicaid, and S–CHIP Benefits Improvement and Protection
Act of 2000. We have passed telemedicine legislation out of this Committee in the
past that, after rulemaking, ended up doing little to encourage the use of this tech-
nology and the fulfillment of its promise. Can you assure us that you will be com-
mitted to ensuring the full and timely implementation of the telehealth legislation?

Answer: We must look at all newly emerging technologies available to us to im-
prove the access to quality health care for all Americans. I can assure you of my
commitment to work with Congress and the department to ensure implementation
of health care legislation. I look forward to working with you on any upcoming tele-
health legislation as well as implementation of the telemedicine provision in the
Medicare, Medicaid, and S–CHIP Benefits Improvement and Protection Act of 2000.

Question: When the welfare reform legislation was passed in 1996, cuts were
made in the Title XX, Social Services Block Grant, with the agreement that the
funds would be restored over time and that states would be allowed to transfer 10
percent of their TANF funds into the program to ‘‘make up the difference.’’ Since
that time, Title XX has repeatedly been cut, and the transfer amount was cut by
more than half. Is the Social Services Block Grant an important part of welfare re-
form and helping low-income working people stay off welfare?

Answer: SSBG is an important source of funding for critical social programs that
help low-income families stay off welfare. As you know, the Transportation Equity
Act for the 21st Century lowered the transfer cap from TANF to SSBG to 4.25 per-
cent from 10 percent beginning in fiscal year 2001. I was pleased to see that in the
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fiscal year 2001 Labor-HHS appropriations bill, Congress included language that re-
stored the transfer levels to 10 percent. As a former Governor, I recognize how im-
portant SSBG is as a source of funding for programs for children, families and the
elderly, including child care, child welfare and protective services.

Question: The welfare reform block grant was constructed to allow states to re-
serve any savings realized through their reform efforts in order to meet the state’s
welfare needs during times of economic downturn. Several times over the past few
years, efforts have been made to use these reserve funds to meet other obligations
in the Federal budget. Last year Representative Nancy Johnson sent a letter to all
the Governors urging them to spend down there TANF reserve funds, so that Con-
gress would not be tempted to spend those funds elsewhere or reduce the state
TANF block grant during the 2002 reauthorization. How important is it for states
to be able to hold TANF funds in reserve?

Answer: In 1996 an historic arrangement between the Federal Government and
the states was established. Welfare reform guaranteed states a fixed funding level
in exchange for states agreeing to assume primary responsibility for the programs
and providing states the flexibility to design programs and services for families that
allows them to meet the unique needs of the people they serve. As Governor of Wis-
consin, I witnessed firsthand the dramatic results of this approach. Some states
have made the prudent decision that it is in the best interest of their citizens to
hold TANF funds in reserve in the event of an economic downturn. I fully support
state flexibility in this area. Together, the Federal Government and state govern-
ments have achieved tremendous success and now is not the time to rescind the
agreement we reached in 1996.

Question: President-elect Bush, as part of his ‘‘New Freedom’’ initiative for people
with disabilities, promised full funding and support for the ticket to Work and Work
Incentives Improvement Act of 2000 (TWWIIA, P.L.106–170). Since TWWIIA was
enacted in 1999, eight states (Alaska, California, Maine, Minnesota, Nebraska, Or-
egon, South Carolina and Wisconsin) have enacted new Medicaid buy-in programs
that allow people with severe disabilities to work without losing their health care
coverage. Another 5 states (Arkansas, Connecticut, Iowa, Mississippi and Vermont)
are awaiting HCFA approval of their buy-in programs. Four additional states (Illi-
nois, New Jersey, New Mexico and Wyoming) are close to submitting their plans for
approval. Are there steps you can take to encourage more states to push ahead with
these buy-in programs?

Answer: First, let me commend your leadership on this important piece of legisla-
tion. The Ticket to Work goes a long way in giving individuals with disabilities the
incentive to work as well as the security of health care coverage. I am very encour-
aged by the tremendous state interest in this new Medicaid option in the short time
since it was enacted, but much more needs to be done to encourage all of the re-
maining states to take up the option. The President’s New Freedom Initiative pro-
vides funding as well as support for programs to ensure that every American has
the opportunity to realize the American dream. As Secretary, I will use my bully
pulpit as a former Governor as well as the new Secretary of Health and Human
Services to make sure that each state is given every encouragement and technical
assistance to fully understand and appreciate the choices they have under this legis-
lation and the importance of giving every American the opportunity to work.

Question: As Secretary will you work with us to create greater flexibility in the
Medicaid program so that states can more easily replicate the Program of Assertive
Community Treatment (PACT)?

Answer: As I am sure you know, I always believe that more flexibility for states
should be part of the answer—providing that states are held accountable to high
standards set by the Federal Government.

I am proud to say that the Wisconsin Assertive Community Program (PACT) is
the longest operating program in the Nation under the Assertive Community Treat-
ment model (ACT). Under this model chronically mentally ill Wisconsonites receive
a wide range of treatment, rehabilitation and support services in the community in
which they live and work. The program is unique in that it provides coordinated
care and a wide range of treatment, rehabilitation and support services through an
identified treatment program and staff to ensure ongoing therapeutic involvement
and individualized treatment.

RESPONSES TO QUESTIONS FROM SENATOR SNOWE

Question: Currently, the co-payment for Medicare part B outpatient services is 20
percent. However, the co-payment for mental health services is substantially higher,
at 50 percent. What is your reaction to this disparity between Medicare’s coverage
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for physical and mental health services, and do you think that it should be cor-
rected?

Answer: The disparities between physical and mental health co-payments that you
cite are a clear indication of the need for fundamental reform and a modernization
of the Medicare program. One of the goals of our reform effort should be simple,
equitable treatment of services covered by the Medicare program. I look forward to
working with you on this and other issues that will be involved in our discussions
of Medicare Reform.

Question: Governor, I am sure that you have a lot of experience with the CSBG
and Community Action Agencies through your work in Wisconsin. Can you assure
me that you will work with Congress in order to make certain that the CSBG is
funded at a level appropriate to meet the needs of this program?

Answer: As you know I am strongly committed to CSBG and Community Action
Agencies. I will be taking a close look at the funding for this program as we move
forward to develop this year’s budget. And I look forward to working closely with
you on this issue.

RESPONSES TO QUESTIONS FROM SENATOR ROCKEFELLER

Question 1: You gave the following quote to the NYT in 1997: ‘‘I have debated con-
servatives who think welfare reform is going to save money, and I have told them
that changing a system from dependence to independence is going to cost more, be-
cause you have to put money into child care and into job training and medical care
and transportation.’’

I voted for the welfare reform bill, but I strongly believe in investing in child care,
job training, medical care, and transportation as well. Will you work with me and
others to maintain funding for such critical work supports to maintain the progress
of welfare reform?

Answer: I have always said that for welfare reform to be successful, you have to
make an investment up front. It can’t be done on the cheap. There are savings for
taxpayers though. But those savings to taxpayers—and they are substantial—come
on the back end as public caseloads decline. We must work to help those families
who have successfully moved into the workforce continue to move up the ladder of
economic success. As I discussed in my hearing, there are several components that
are vital to the success of Wisconsin Works (W–2), and I believe any welfare reform
effort. Mothers who are going to work must have access to healthcare, to safe
childcare, to job training and transportation. I look forward to working with you on
these issues.

Question: How can we do a better job to ensure that parents and children are not
dropped from Medicaid as families move from welfare to work?

Answer: Ensuring that all parents and children have access to health insurance
will be a priority for me as Secretary of HHS. We also have a special duty to help
families who have moved from welfare to work and provide them necessary support,
including access to health care. We should work with and give states flexibility in
developing mechanisms to ensure that families moving from welfare to work retain
Medicaid and are not losing their health insurance coverage. The Federal Govern-
ment should hold states accountable for ensuring this continued coverage as re-
quired by law. I look forward to working with you to develop some real, lasting an-
swers to this question.

Question 2: During the campaign, Governor Bush called for a $1 billion increase
in prevention services for abused and neglected children. I have worked for years
in a bipartisan manner for such investments, starting in 1993 with Senator Bond.
In 1997, we enacted the Adoption and Safe Families Act, including new investment
in prevention. Will you aggressively work to deliver on this promise?

Answer: As you know, during the campaign President Bush unveiled his ‘‘Strong
Families, Safe Children’’ proposal to improve child welfare services and aid adop-
tions. He called for a number of reforms to ‘‘ensure that every child lives in a secure,
permanent and loving family.’’ I want to commend you for the many years you have
worked so diligently toward the same goal. I look forward to working with you on
this issue as we formulate our budget for fiscal year 2002 and prepare for the up-
coming reauthorization of the Promoting Safe and Stable Families program.

Question 3: In 1998, Senator Jeffords and I added a provision to create an advi-
sory panel on medical child support. In June 2000, HHS and Labor issued the report
of the unanimous recommendations of this advisory panel covering outreach, admin-
istrative action and legislative recommendations. Please provide me with a detailed
description of progress made on implementation of the HHS–DOL Medical Child
Support Working Group’s report—21 Million Children’s Health: Our Shared Respon-
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sibility. I would also appreciate your views on ways to move forward with bipartisan
legislation based on this report.

Answer: I am aware that the medical support advisory panel put forth many rec-
ommendations for improving medical support order enforcement and access to
health care coverage for children eligible to receive child support enforcement serv-
ices. I will take a close look at these recommendations before determining how to
proceed. I look forward to working with you on moving forward to help more chil-
dren have access to the health care coverage they need and deserve.

Question 4: Wisconsin has been a leader in the areas of providing child support
payment to families on welfare, first. Wisconsin has reported impressive results for
child support collection and families thanks to this policy. Given your success would
you work in a bipartisan manner with Finance Committee Members to promote
child support legislation sponsored by Senator Snowe and others, that is based on
the Wisconsin model?

Answer: As you note, we have worked extensively on this issue in Wisconsin, and
our collections are up dramatically. I made it high priority in the state, and I intend
to make it a high priority here. I hope that now we can work together on this at
the national level. I agree that it is important we act aggressively to find ways to
make absent parents pay child support. I also believe that we must be careful not
to place any new mandates on states, but instead set high goals and reward positive
results. Within this framework I would take a careful look at any new legislation
on child support, and I look forward to working with you on this.

Question 5: Because accountability is so crucial in protecting children in foster
care and preventing abuse and neglect, I believe that restoring the Federal review
of state child welfare systems is critical. Will you aggressively implement the new
review system and provide a specific timetable of reviews scheduled, and regular fol-
low up reports?

Answer: The Bush Administration believes that every child deserves to live in a
safe, permanent and loving family. The Federal-state child welfare system has failed
to achieve this. The current system does too little to support and preserve families.
At the same time, once children are placed outside the home, the system too often
leaves them languishing in foster care or other temporary living arrangements for
months or years. The result is that countless children are growing up without the
stability they need to fulfill their dreams. I share your belief that accountability is
crucial in protecting children in foster care and preventing abuse and neglect. The
final rule on the monitoring of child welfare programs published by HHS last year
was a major milestone in furthering our shared commitment to protecting children
from abuse and neglect and promoting the well-being of all children and families
served by the child welfare system. The plans are already in place for implementing
the new review system and I will be happy to provide the Committee with a specific
timetable of reviews scheduled as soon as possible.

RESPONSE TO A QUESTION FROM SENATOR BREAUX

Medicaid
Question: What are your thoughts on how to ensure that eligible families do not

lose these vital health care benefits?
Answer: Ensuring that all parents and children have access to health insurance

will be a priority for me as Secretary of HHS. We also have a special duty to help
families who have moved from welfare to work and provide them necessary support
including access to health care. We should work with and give states flexibility in
developing mechanisms to ensure that families moving from welfare to work retain
Medicaid and are not losing their health insurance coverage. The Federal Govern-
ment should hold states accountable for ensuring this continued coverage as re-
quired by law. I look forward to working with you to develop some real, lasting an-
swers to this question.

RESPONSES TO QUESTIONS FROM SENATOR TORRICELLI

Question 1: Prospective D.S.H. Payments for New Jersey Hospitals. Can I receive
an assurance that you and your staff will begin an immediate dialog with myself
and the New Jersey hospital industry to develop a solution to this inequity?

Answer: As you and I have already discussed, Senator, I am well aware of this
issue through my experience in Wisconsin. I know that this is a challenging issue
we face, and I assure you my door will always be open to discuss issues of concern
to States and their constituents.
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Question 2: I would be interested in your thoughts on: (1) how existing state pro-
grams for low-income seniors could fit into a Federal drug benefit?, and (2) how can
we ensure that price controls do not threaten cutting-edge research?

Answer: The President and I support modernizing the Medicare system so that
every senior has access to a Medicare plan with a prescription drug benefit and I
am committed to working with you and all of the other Senators in coming up with
a reform of Medicare with a prescription drug benefit of which we can all be proud.
I share your support of State prescription drug programs. State programs are vitally
important and are helping to provide some access to prescription drugs to low-in-
come seniors. The President’s Immediate Helping Hand proposal strengthens and
builds on current state programs. I believe they will continue to play a vital role.
I agree that we must ensure that a new prescription drug program is not built
around price controls. We must be careful not to do anything that would threaten
the very research that leads to new miracle drugs for not only seniors, but all Amer-
icans.

Question 3: I understand that this proposal has raised concerns about cost, but
I would like your thoughts about the argument that up-front costs would be offset
by future savings from fewer hospitalizations and other treatment costs?

Answer: In reference to welfare reform, I have long said that for reform to be suc-
cessful, you have to make an investment up front and that savings will come on
the back end. This may also hold true for up front investments in preventative
health care. I look forward to working you and other Members of Congress to exam-
ine this issue in further detail.

Question 4: How would you guarantee state Medicaid agencies comply with the
Federal law requiring lead screening for Medicaid recipients under age two?

Answer: The Federal Government should work with states to assure their compli-
ance with Federal Medicaid law. We should partner with states and give them flexi-
bility to determine how best to conduct lead screening in their states and hold them
accountable. If states do not measure up, then the Federal Government should step
in.

Question 5: Would you maintain HCFA’s support for testing environmental sam-
ples such as soil, water, and paint chips to determine the cause of a child’s lead
poisoning?

Would you work with OMB to ensure that expenses for the analysis of environ-
mental samples are covered by Medicaid?

Answer: The issue of child lead poisoning is an important public health concern
but one that I believe would be more appropriately addressed by our public health
programs rather than Medicaid, which provides direct services to low-income fami-
lies. I look forward to working with you to ensure that our children receive appro-
priate treatment for lead poisoning and other environmental health problems.

RESPONSES TO QUESTIONS FROM SENATOR LINCOLN

Question 1: On a comparative basis to other agencies within the Department of
Health and Human Services, the Administration on Aging (AoA) lacks an adequate
personnel infrastructure to administer its programs and be proactive on behalf of
older Americans. How can you assure me that you will examine this issue early in
your term and redirect additional resources to AoA, especially in the first year of
administering the new National Family Caregivers Program?

Answer: I appreciate and share your concerns regarding the issues surrounding
the aging of our population. I look forward to working with you to improve supports
for senior citizens. I promise you I will be reviewing the budget and the structure
of the Administration on Aging, as well as every agency at the Department of
Health and Human Services, as we begin the process of preparing a budget and leg-
islative agenda for fiscal year 2002.

Question 2: How do you intend to make the Administration on Aging an advocate
for our nation’s seniors?

Answer: I believe the Administration on Aging (AoA) is the Federal focal point
and advocate agency for older persons and their concerns. In this role, AoA works
to heighten awareness among other Federal agencies, organizations, groups, and the
public about the valuable contributions that older Americans make to the Nation
and alerts them to the needs of vulnerable older people. Through information and
referral and outreach efforts at the community level, AoA seeks to educate older
people and their caregivers about the benefits and services available to help them.

AoA works closely with its nationwide network of regional offices and state and
area agencies on aging to plan, coordinate, and develop community-level systems of
services that meet the unique needs of individual older persons and their caregivers.
AoA collaborates with Federal agencies, national organizations, and representatives
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of business to ensure that, whenever possible, their programs and resources are tar-
geted to the elderly and coordinated with those of the network on aging.

AoA administers key programs at the Federal level mandated under various titles
of the Older Americans Act. These programs help vulnerable older persons to re-
main in their own homes by providing supportive services. Other programs offer op-
portunities for older Americans to enhance their health and to be active contributors
to their families, communities, and the nation through employment and volunteer
programs.

Question 3: What plans, if any, do you have any special plans to highlight the
needs of women’s health?

Answer: Addressing the needs of women’s health is an issue that is important to
me, based in part on my own personal experience, and in part on my wife’s success-
ful efforts to raise awareness of this issue in Wisconsin through the Wisconsin Wom-
en’s Health Foundation.

There are a number of on-going initiatives at HHS which address women’s health
issues. I plan thoroughly review all of these activities to ensure that we are focusing
our efforts to have the most impact.

Question 4: Nearly half of the children enrolled in the ARKids program are eligi-
ble for Medicaid. As a result Medicaid-eligible children receive fewer services and
their parents must pay fees for services. How will you address this issue as Sec-
retary of HHS?

Answer: One of our top priorities must be providing better access to quality, af-
fordable health coverage for all Americans. As I am sure you are aware, the SCHIP
was designed to give states flexibility in designing programs that would reach as
many children as possible. In addressing this issue as Secretary at HHS, I would
like to ensure that children have health insurance coverage and that states have
the flexibility to provide coverage in an efficient and cost-effective manner. I look
forward to working with you and the state in ensuring access to health insurance
for all of the children in the state of Arkansas.

RESPONSES TO QUESTIONS FROM SENATOR GRAHAM

Question 1: Governor Thompson, the Medicare program spent about $220 billion
in 2000 providing important health care benefits to almost 40 million beneficiaries.
The size and responsibilities of this Federal program demands that oversight and
administration continue to be conducted by an entity that is accountable to the Fed-
eral executive and legislative branches. I believe the Health Care Financing Admin-
istration is the appropriate entity for this role, but must be given the authority to
better manage the Medicare program.

On the other hand, some believe oversight authority of the Medicare program
should be removed from HCFA, or even from HHS entirely. As Secretary of HHS,
would you support preserving the role of Secretary of HHS in having authority over
the Medicare program? Or would you support giving authority over the Medicare
Program to a new entity.

Answer: I think we all agree that reform of HCFA is long overdue. At the same
time, I believe that HCFA faces tremendous demands and challenges as an agency
administering a budget estimated to reach $340 billion in fiscal year 2001 and pro-
viding health care for more than 70 million Americans.

But I am also aware that patients and providers alike are fed up with excessive
and complex paperwork. Rules are constantly changing. Complexity is overloading
the system, criminalizing honest mistakes and driving doctors, nurses and other
health care professionals out of the program.

I believe HCFA needs a thorough examination of its mission, the competing de-
mands, and available resources. I intend to make that one of my top priorities. We
need to ensure that HCFA has the tools it needs to succeed and serve the American
people.

Question 2: Will you work with me to provide new authorities to increase HCFA’s
ability to effectively manage the program?

Answer: One of my highest priorities as Secretary will be to make sure that we
address the efficiency and responsiveness of the HCFA. We must start, however,
with the recognition that HCFA’s role has been continually expanded over the last
several years, charged with administering increasingly complex programs. HCFA
faces tremendous demands and challenges as an agency, administering a budget es-
timated to reach well over $350 billion in fiscal year 2001 to provide health care
for more than 70 million Americans.

HCFA needs a thorough examination of its mission, the competing demands, and
the available resources. We need to assure that HCFA has the tools it needs to suc-
ceed.
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Question 3: Do you support a defined Medicare benefit? That is, do you believe
the government should pay for a defined set of benefits, or make a defined contribu-
tion toward the purchase of a plan?

Answer: I believe we need to modernize the Medicare Program—today, not 10
years from now. I think the National Bipartisan Commission on the Future of Medi-
care made significant progress in addressing this issue. The Commission rec-
ommends specifying in law a standard benefits package consisting of all services
covered under the existing Medicare statute. A Medicare Board would approve ben-
efit offers and could allow variation within a limited range provided the Board was
satisfied that the overall valuation of the package would be consistent with statu-
tory objectives and would not lead to adverse or unfavorable risk selection problems
in the Medicare market. I believe this is a good place for us to start.

Question 4: I believe it is critical that any prescription drug benefit meet certain
fundamental principles. Last Year I introduced a bill with several other members
of this Committee (Baucus, Jeffords, Conrad, Lincoln, Rockefeller) that is based on
these principles—namely, the benefit must be an integral part of the Medicare pro-
gram, it must be defined, and it must be affordable. Will you commit to supporting
a prescription drug benefit that is an integral part of the Medicare program. Would
you support a defined benefit, as opposed to a benefit that is based on an ‘‘actuarial
value?’’ How would you control costs, while ensuring the benefit is affordable and
meaningful for all beneficiaries?

Answer: The President and I support modernizing the Medicare program so that
every senior has access to a Medicare plan with a prescription drug benefit. Ninety-
eight percent of the health plans offered in this country have some kind of prescrip-
tion drug benefit. And so should Medicare.

Our Medicare modernization plan is based on the highly successful Federal Em-
ployees Health Benefit Program where Members of Congress and their staff have
a wide range of plans from which to choose. Every single one has a prescription
drug benefit.

We must modernize the Medicare program so that seniors have access to prescrip-
tion drugs. I look forward to working with you and your staff to achieve this impor-
tant objective.

Question 5: Are you aware that HCFA issued a proposed Regulation last fall that
would establish a new framework for Medicare payment for ambulance services?
What do you believe will be the impact of this proposed regulation on Medicare
beneficiaries? I would urge you to thoroughly review the proposed regulation and
make certain that it does not harm the critical 911 emergency services safety net
which currently exists throughout the nation.

Answer: Yes, I am aware of the proposed regulation that establishes a fee sched-
ule for payment of ambulance services. I will be reviewing this proposed regulation
especially with regard to access to care and the 911 emergency services safety net.
I look forward to discussing with you further your thoughts and concerns regarding
this proposed rule and how we can ensure that the final rule will meet the health
care needs of all Medicare beneficiaries with regard to safe and adequate emergency
services.

Question 6: When welfare was reformed in 1996, given its size and the number
of low income families, my state received substantially fewer Federal TANF dollars
than Wisconsin. To put this in very concrete terms, Florida received $839 per poor
child in fiscal year 2000 in its basic TANF grant, while Wisconsin received $1940.
In other words, Florida received less than one-half of the Federal dollars your state
of Wisconsin received per poor child.

In recognition of the disparity, a compromise amendment in 1996 provided addi-
tional funds to 17 states like mine—including Texas—so we would get a bit closer
to parity in terms of resources available to states to reform welfare. Including the
supplemental grant, Florida received $930 per poor child in 2000. In spite of the
fact that we had significantly fewer resources to provide employment training and
critical work supports such as child care subsidies, the expectations for what my
state could accomplish under welfare reform were not different that the expectations
for Wisconsin.

The supplemental grants are due to expire in fiscal year 2002, which means some
states may have to reduce spending on programs to help people move from welfare
to work. Governor, would you support extending these supplemental grants for 2002
and reserving monies in the baseline for these grants? A 1-year extension would
allow us to reexamine this equity issue along with others when TANF is reauthor-
ized in 2002. I would urge that your budget include monies for this.

Answer: Reauthorization of the Supplemental Grants is an issue that will require
careful consideration. I look forward to working with Congress as we move to con-
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sider the reauthorization of the entire TANF program, including the Supplemental
Grants.

Question 7: The 107th Congress will be faced with the task of reauthorizing the
1996 welfare reform law. We are aware of the innovative work that you have done
through the ‘‘Wisconsin Works’’ program, and continue to do to help people move
from welfare to work. Though caseloads have dropped dramatically, there is a great
deal left to be done to ensure that people keep their jobs and move up the employ-
ment ladder.

For example, one of the biggest problems facing America’s working families today
is the cost and scarcity of high-quality child care. In a 1997 Heritage Foundation
lecture, you were quoted as saying: ‘‘The solution (to moving families from welfare
to work) was developing meaningful programs that could support (families) in their
struggle for independence—programs such as child care, health care, job search as-
sistance, and transportation.’’ Many of us here would agree with this statement and
believe that Federal Government and the states have an obligation to provide these
very important, admittedly expensive, supports to families moving from welfare to
work and those who are working with the hopes of moving up the employment lad-
der.

As we look toward reauthorizing the TANF program in 2002, the Secretary of
HHS will have to carefully consider how to ensure the program’s continuing success.
As Secretary, will you work to support policies including maintaining the basic $16
billion in annual TANF funding for another 6 years, fiscal year 2003–2003? Will you
work with Congress to ensure that ALL states have the support to provide current
and former TANF recipients with tools such as health care, child care and transpor-
tation vouchers to ensure that their transition to work is a permanent one?

Answer: As you know, I am passionate about welfare reform.
In 2002 we will have to consider the next steps in the process. While welfare re-

form has been enormously successful in moving families from dependence to inde-
pendence, we still face many challenges. There are still families receiving direct ben-
efits. As you know, these are often the people with significant health problems or
people struggling with substance abuse.

But we must also work to help those families who have successfully moved into
the workforce continue to move up the ladder of economic success. As I discussed
in my hearing, there are several components that are vital to the success of Wis-
consin Works (W–2), and I believe any welfare reform effort. Mothers who are going
to work must have access to healthcare, to safe childcare, to job training and trans-
portation.

I’ve always said that for welfare reform to be successful, you have to make an
investment up front. It can’t be done on the cheap. The savings to taxpayers—and
they are substantial savings—come on the backend as public caseloads decline. Per-
haps nowhere has the public payoff for a taxpayer investment been more evident
than in the fundamental changes we have made to the welfare system in this coun-
try.

Another important step is to sound the call to recruit what President Bush has
called the ‘‘armies of compassion.’’ Faith-based communities are closest to those who
have the most need of government services. Serving these communities is a respon-
sibility that can and should be shared to reach the greatest number of people in
the most compassionate and effective way. Many of these efforts are not just about
offering a program or service but about transforming lives.

Question 8: For the past few years I, along with Senators Grassley, Jeffords,
Rockefeller and many of our colleagues in the Senate and the House have been
fighting to restore the draconian cuts that were made to the Social Services Block
Grant in 1998.

As Governor of Wisconsin, you worked by our side to push to bring SSBG back
to its full funding level of $2.38 and to restore the 10 percent transfer as promised
in the 1996 welfare law. You are well aware of the fact that Title XX funds support
needed services for children and families in crisis. The block grant has also been
one of the only funding sources available for community-based services for elderly
and disabled persons. It is also an important source of funding for fighting child
abuse and neglect. Finally, SSBG is a flexible funding source that allows states and
local communities to apply the funds to those most in need in their areas.

If efforts are not made to restore these necessary social services dollars, vulner-
able children, families, elderly, and disabled persons will be without the services
they need to live independently. I believe that cutting funding for services that keep
people in their communities and out of expensive institutions such as hospitals and
nursing homes is short sighted and has and will continue to lead to unnecessary
suffering as well as increased spending in other Federal programs.
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Governor Thompson, can we have your commitment that you will support full
funding of SSBG at the $2.38 billion level, as agreed upon in the 1996 welfare law
and will you insist upon its inclusion in the Administration’s budget for fiscal year
2002? Further, will you support efforts to bring SSBG back to $2.8 billion in fiscal
year 2003 and beyond, as mandated in the 1996 welfare bill?

Answer: SSBG is an important source of funding for critical social programs that
help eliminate dependency, help families achieve or maintain self-sufficiency, and
help prevent neglect, abuse or exploitation of children and adults. SSBG also in-
creases state and local flexibility in managing Federal funds and enables states to
target social services to those populations most in need. I am strongly committed
to these goals and can assure you I will be taking a close look at the funding for
this program as we move forward to develop this year’s budget request to Congress.
I look forward to working with you to ensure the continued success of this important
program.

Question 9: What expansions in the CHIP program would you encourage the
president to endorse? Do you believe that is appropriate for the Congress and the
Administration to ensure that certain standards, which are required by law, are
upheld by states?

In the case of a program like CHIP, do you think that it is legitimate for Congress
to set standards for the allowable use Federal funds, or do believe that states should
have ultimate discretion to use those funds for any kind health care coverage?

Answer: I believe that expansions of CHIP and Medicaid are important compo-
nents of meeting the challenge of the uninsured. Reducing the number of uninsured
is one of my top priorities. I believe states should be given increased flexibility to
expand these programs to allow for the coverage of entire families. These expansions
should meet high standards and should be efficient and cost-effective. In exchange
for increased flexibility, the Federal Government should hold states accountable and
step in when states are not measuring up to expectations, including with penalties.
However, before leveling sanctions, I would like to work with states when they do
not measure to find out if we can assist them in their efforts. The Federal Govern-
ment plays an important in overseeing this and other Federal programs and the use
of the Federal taxpayer dollars.

Question 10: As Secretary of HHS, will you join me, and the scores of Republican
and Democrat Governors, Senators and Congressmen in ensuring that states have
the option of providing these fundamental services to the children and pregnant
women of post-1996 legal immigrant families?

Answer: Reducing the number of uninsured will be one of my top priorities as the
Secretary of HHS. I also believe states should be given flexibility in developing their
CHIP and Medicaid programs in a manner that is efficient and cost-effective to meet
their unmet need. I look forward to working with you, other Members of Congress
and states in improving access to health coverage.

Question 11: What do you propose to do as Secretary to make sure that every
Medicaid-eligible household actually receives the benefits to which it is entitled?

Answer: Ensuring that all parents and children have access to health insurance
will be a priority for me as Secretary of HHS. We also have a duty to help families
who have moved from welfare to work and provide them necessary support includ-
ing access to health care. We should work with and give states flexibility in devel-
oping mechanisms to ensure that families moving from welfare to work retain Med-
icaid and are not losing their health insurance coverage. The Federal Government
should hold states accountable for ensuring this continued coverage as required by
law. If states do not measure up, then the Federal Government should step in.

Question 12: Can you provide us with more information on how you would draw
a line between appropriate and inappropriate Medicaid and CHIP waivers. Given
that waivers essentially allow states to disregard the Federal law as have written
it, how will you consult with us to make sure that they are being used appro-
priately?

Answer: Medicaid and CHIP waivers are an important tool in providing states
with increased flexibility to develop efficient and cost-effective programs to expand
access to health insurance. These programs should be held to high standards and
in exchange for increased flexibility, states should be held accountable. In Wis-
consin, we used waiver authority to develop BadgerCare, a new approach to ad-
dressing the challenge of uninsurance. I believe appropriate waivers of Medicaid and
SCHIP will enable states to innovate and implement common sense measures to in-
crease the affordability and availability of health insurance for children and entire
families. Waivers should be used to meet states’ unmet needs. I look forward to
working with you, other Members of Congress and states as HHS moves forward
in considering these waivers. I would be happy to brief you and other members on
the status and progress of waivers as we move forward.
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Question 13: As you know, the individual health insurance market is one of the
least efficient markets in the United States economy. Administrative costs are stag-
geringly high. Medical underwriting confronts those most in need of insurance with
the highest premiums or complete unavailability of insurance.

In light of these well known, generally acknowledged problems, what practical
benefit do you anticipate from encouraging individuals to shop for insurance outside
of employer groups?

Rather than designing a policy that encourages low income people to buy indi-
vidual insurance by offering potentially inadequate tax credits that would suffice
only to cover part of the cost of inferior coverage, would it not be preferable to create
a policy that combines tax credits to employers to cover their employees with CHIP
and Medicaid expansions, which enjoyed bipartisan support in the Senate last year?

Answer: Addressing the problem of the uninsured will be a top priority for me as
Secretary of HHS and we are considering a number of proposals to increase the af-
fordability and availability of health insurance coverage to families including sup-
porting small employers to band together to enjoy the same economies of scale as
larger employers. The Administration has also proposed tax credits to low-income
families to assist them in purchasing private health coverage as well as allowing
families to buy into state Medicaid programs and giving them credit. We also be-
lieve that states should be given increased flexibility under CHIP to develop pro-
grams to expand health insurance coverage for entire families. These are just a few
ideas and I look forward to your input on these proposals as well working with you
on other proposals that will improve access to health insurance.
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