
Floor Statement by Senate Budget Committee Chairman Kent Conrad (D-ND) 
Responding to GOP Amendments to Senate Health Plan

December 7, 2009

I come to the floor to respond to some of the things I have heard over the last several
days with respect to the legislation before us and to try to give -- in some cases -- the other side
of this story because I am increasingly concerned, as I listen to this debate, that people have
started to create their own facts, and that is never useful in a debate.  

Let me start with an ad that is running -- a full-page ad -- back in my home State of North
Dakota, with the headline, “Isn't Senator Conrad Supposed to be a "Deficit Hawk?”  It starts by
saying some nice things about me.  It says, “Senator Kent Conrad has a long, admirable record as
a deficit hawk.  For years, he has advocated for fiscal sanity and smaller deficits, and he has
served North Dakota well.”  

I wish they would have just ended the ad there.  That would have been a very good ad. 
But they go on to say, “Now, federal spending is totally out of control...” And they give some
examples.  Then they say, “On top of all this, Congress is considering a new $900 billion health
care entitlement, with some estimates saying it could actually cost more than $2 trillion!”
  

Well, the $2 trillion number is a number that somebody has concocted.  That is not the
10-year cost of this bill.  The 10-year cost of this bill is between $800 billion and $900 billion, as
the ad says.  Then they go on to conclude, “America can't afford it.  And North Dakotans can't
afford it.”

 Of course, this ad is not paid for by North Dakotans.  But they are clear that, “North
Dakotans can't afford it. Senator Conrad:  how can you even consider this?”

 “How can you even consider this?”  Well, because I have read the bill, and this bill does
not increase the deficit; this bill reduces the deficit.  That is not my opinion as chairman of the
Budget Committee.  That is what the Congressional Budget Office -- which is nonpartisan,
which is the objective scorekeeper -- they are the ones we look to for analysis of legislation
before Congress.  Objective analysis -- not made up analysis.  Here is their conclusion. 
 

This is the Congressional Budget Office estimate of the Senate health plan, the legislation
that is before us now.  It reduces the deficit over the budget period by $130 billion.  It does not
increase the deficit, despite all the speeches that have been given.  It reduces the deficit by $130
billion. 

Our colleagues get different numbers because they come out here and say:  Well, if this
part of the bill were not included, it would increase the deficit.  But that is not the bill.  The bill
before us has been analyzed by the Congressional Budget Office, and they say the bill before us
-- the one we will be voting on -- reduces the deficit by $130 billion in the first budget window.  

In the second budget window -- the second 10 years -- the Congressional Budget Office
says, “...CBO expects that the bill, if enacted, would reduce federal budget deficits over the



ensuing decade [beyond 2019] relative to those projected under current law -- with a total effect
during that decade that is in a broad range around one-quarter percent of [gross domestic
product].”  

What is one-quarter of one percent of gross domestic product in the second decade?  It is
$650 billion.  If you take, then, in total what the Congressional Budget Office is telling us to
2019 -- the first 10 years -- it reduces the deficit by $130 billion.  In the second 10 years, it
reduces the deficit by one-quarter of 1 percent of GDP, which is equal to $650 billion.  

So to my friends who ran this ad in every newspaper in my State, wondering why a
deficit hawk might support this legislation, it is because this legislation reduces the deficit, both
in the first 10 years and in the second 10 years, according to the Congressional Budget Office. 
That record should be clear.  

Do we have a problem long term?  Absolutely, we do.  As this chart shows, Medicare and
Medicaid combined are going from two percent of GDP, back in 1980, to 12.7 percent of GDP
on the current trend line by 2050, and that is an unsustainable course.  I think we all understand
that.  Medicare and Medicaid are increasing very dramatically as a share of our gross domestic
product, and they are a key reason we are seeing the gross Federal debt expand, and expand
dramatically.  

We now project the gross Federal debt to be 114 percent of the gross domestic product in
2019.  That is almost as high as it was after World War II, which is the previous record in this
country.  Already we are approaching 100 percent of GDP with the economic downturn and with
all the pressures that exist with two wars and a very sharp reduction in revenue in this country.  

The reality is, for those who say we do not have to do anything, Medicare is going broke. 
It is already cash negative; that is, more money is going out from Medicare than is coming in
under the revenue sources of Medicare.  The trustees tell us it will be insolvent by 2017 -- two
years earlier than forecast just last year.  

So those who say we do not have to do anything -- just steady as she goes, the status quo
is fine -- are detached from any financial reality.  The bill before us has significant Medicare
savings:  provisions that lower cost growth without harming beneficiaries.  

Let me give some examples.  In the legislation before us, we reduce overpayments to
private Medicare Advantage plans.  We reform the health care delivery system.  By the way, this
is the provision that most experts say is the single most important component of this legislation,
and it has gotten almost no attention in this debate.  It has gotten almost no attention in the media
-- reforming the delivery system so instead of paying for procedures, we pay for quality
outcomes.  

We incentivize those integrated systems such as the Mayo Clinic, such as the Cleveland
Clinic, such as Geisinger in Pennsylvania and Intermountain Healthcare out in Utah that have
much lower cost and the highest quality outcomes.  We are going to, for the first time, provide
major incentives for other systems to adopt their good practices.  This is what health care



reformers say are really the most important parts of the legislation.  

We also improve payment accuracy, crack down on fraud and waste, which we all know
is significant in Medicare, perhaps as much as $70 billion a year.  We are going to beef up very
substantially the moves to go after those who are committing fraud in this system.  It also slows
the growth in reimbursements to providers, many of whom will benefit from over 30 million
newly insured people.  

So people ask, “How is this bill paid for?”  One of the biggest ways of paying for it is to
go to the providers and say, “Your future increases will not be as large as previously indicated. 
You are not going to have growth as much as you had previously thought in your level of
reimbursements.”  These groups have, by and large, agreed to that prospect.  Why?  Because,
number one, they know there are savings to be accrued.  Number two, they know that with over
30 million more people being covered, they will have a big increase in business, and they will
have a sharp reduction in uncompensated care. 

So that is why the hospitals have agreed to more than $150 billion in savings over ten
years and that is why nursing homes and home health care have agreed to significant savings and
why the pharmaceutical industry has as well.  Let me say, before we are done, I believe that what
is in the bill for nursing homes will be further modified so it is not as much of a reduction in
their increases as was anticipated.  Because if you look at who has put up how much, there is
rough agreement from these providers to take these reductions in their increases.  They are not
cuts in the sense of getting less next year than they got the year before, it is getting less of an
increase. 

Interestingly enough, that is an argument made by Republicans when they were
advocating reductions and savings out of Medicare that were far higher, far bigger than anything
that is in this bill.  This is an amusing point for those who have been listening to this debate.  Our
Republican colleagues are now decrying savings out of Medicare which just a year ago they
themselves were advocating.  They had their President come forward with a proposal with much
bigger savings than those in this bill.  We will get to that in a minute. 

Here is what some of my colleagues have been saying on deficit and debt, because the
rhetoric coming from our colleagues on the other side has been interesting, and the difference
between their rhetoric and their amendments is striking.  Here is what they have said.  This is
Senator McConnell, the Republican leader: “We're heading down a dangerous road.  It's long
past time for the administration and its allies in Congress to face the hard choices that Americans
have had to face over the past several months.  No more spending money we don't have on things
we don't need.  No more debt.”  That is Leader McConnell. 

Senator Kyl, again, a member of the Republican leadership: “We have got to reduce
deficit spending to manageable levels and ultimately learn to live within our means, and the
sooner the better.”
 

Senator McCain, who offered the first Republican amendment: “This staggering deficit
threatens our children's and grandchildren's future and simply cannot be sustained.  I call on my



colleagues on both sides of the aisle to chart a different course toward real change and fiscal
responsibility.”
 

Well, that is what they have said in their speeches. What have they done with their
amendments with respect to debt?  This is curious.  Every major amendment they have offered
was to increase the debt, to increase deficits.  After all the brave speeches about how important it
was to be fiscally responsible, what amendments have they offered?  Well, Senator McCain
offered the first one to eliminate the Medicare savings.  That would increase the deficit and
increase the debt by $441 billion.  So much for the brave speeches. 

The Hatch amendment was to continue overpayments to Medicare Advantage plans,
increasing the deficit and debt by $120 billion.  So much for the brave speeches. 

The Johanns amendment to eliminate the home health care savings would increase the
deficit and debt by $42 billion. 

So far our Republican colleagues, who have given such strong speeches about the need to
reduce deficits and debt, every single major amendment they have offered have been to increase
deficits and debt, and so far the running total is over $440 billion that our colleagues on the other
side would increase the deficit and debt by, if their amendments had been adopted.
 

The good thing is, there are other people watching, other people who are listening to the
speeches and comparing the speeches to the amendments and comparing the speeches to the
policy prescriptions of our colleagues on the other side.  Here is what the American Association
of Retired Persons said on November 20: “Opponents of health care reform won't rest.  They are
using myths and misinformation to distort the truth and wrongly suggesting that Medicare will
be harmed.  After a lifetime of hard work, don't seniors deserve better?”

On November 18, the American Association of Retired Persons said this: “The new
Senate bill” – talking about the bill before us -- “makes improvements to the Medicare program
by creating a new annual wellness benefit, providing free preventive benefits, and -- most
notably for AARP members -- reducing drug costs for seniors who fall into the dreaded
Medicare doughnut hole, a costly gap in prescription drug coverage.”
 

The Federation of American Hospitals, on November 20, said: “Hospitals always will
stand by senior citizens.” 

The American Medical Association said, on that same day: “We are working to put the
scare tactics to bed once and for all and inform patients about the benefits of health reform.”
 

On November 16, the Catholic Health Association of the United States said: “The
possibility that hospitals might pull out of Medicare is very, very unfounded.  Catholic hospitals
would never give up on Medicare patients.”
 

Again, from the National Committee to Preserve Social Security and Medicare on
November 19: “We are...very well aware of the positive impact health reform can have on the



future of the Medicare program and its beneficiaries.”
 

One of the things that is most striking to me in listening to our friends on the other side is
they are trying to scare people into thinking that the savings in Medicare are going to
disadvantage Medicare beneficiaries. What is most remarkable is, the last time our friends on the
other side offered a budget, it was offered in the Bush administration.  Their savings out of
Medicare in that budget were $481 billion over 10 years, far larger than the savings in this bill. 
Interestingly enough, I never heard a single Republican colleague say one peep about those
savings out of Medicare.  There was no suggestion it threatened grandma.  There was no
suggestion this was going to ruin Medicare.  There was no suggestion these savings out of
Medicare were going to undermine Medicare beneficiaries. That was their budget.  That was
their President's budget, to save $481 billion out of Medicare. 

Let's compare it to the savings in Medicare in this bill.  The Bush administration, the last
budget they offered, had $481 billion in 10-year savings out of Medicare.  The net reduction in
this bill is $380 billion.  I would ask my colleagues on the side opposite:  What is the bigger
number?  Is $481 billion bigger or is $380 billion bigger?  They didn't say one word in
opposition to Medicare savings from the previous administration, their administration, when it
was $481 billion, but now this administration has savings of $380 billion on a net basis, all of a
sudden the sky is falling and it is the end of the world.  I would say the hypocrisy meter is on tilt
when I listen to these speeches from the opposite side. 

Medicare Advantage plans.  I have heard so many speeches here about Medicare
Advantage.  Medicare Advantage was originally put in place to save money for Medicare.  In
fact, it was capped at 97 percent of traditional fee-for-service Medicare.  What has happened?  Is
it saving money?  No.  On average, it is costing 114 percent of traditional fee-for-service
Medicare.  In fact, there are plans in Medicare Advantage that are costing 150 percent of
traditional fee-for-service Medicare.  We have a runaway train.  

We have a program in Medicare Advantage -- at least some elements of it, to be fair,
because some of them are working fine -- some elements of it are a runaway deficit train, costing
150 percent of traditional fee-for-service Medicare.  These are the hard realities Medicare
Advantage is contributing to Medicare's fiscal problem. 

This is the MedPAC report from March of 2009: “In 2009, payments to Medicare
Advantage plans continue to exceed what Medicare would spend for similar beneficiaries in
traditional fee-for-service.  Medicare Advantage payments per enrollee are projected to be 114
percent of comparable fee-for-service spending for 2009....This added cost contributes to the
worsening long-range financial sustainability of the Medicare program.”  In plain English, it is
contributing to Medicare heading for insolvency, and this bill does something about it.  It moves
Medicare Advantage to a more sound and sustainable course. 

By the way, interestingly enough, the estimates by the Congressional Budget Office are,
there will be more people in Medicare Advantage after this bill passes.  After this bill passes,
there will still be more people in Medicare Advantage than have been in the past.  So Medicare
Advantage will go forward, but the abuses will be run out of the system, the overpayments will



be reduced, and that will help extend the solvency of Medicare. 

Question:  Does this bill that is before us extend the solvency of Medicare or does it
reduce the years of solvency of Medicare?  What is the right answer?  The correct answer is, this
legislation extends the solvency of Medicare by at least 4 years and perhaps 5.  We know the
House bill has been scored.  It extends Medicare solvency, according to the CMS actuaries, 5
years.  The bill that came out of the Finance Committee extended solvency of Medicare by at
least 4 years, and most estimates are, the bill before us does somewhat better. 

Back on the question of Medicare Advantage:  Taxpayers pay 50 percent more for
beneficiaries enrolled in Medicare Advantage plans in some areas.  I asked CBO last year:  Is
Medicare Advantage saving money which was its original intention?  They came back and said
not only is it not saving money:  It is on average costing 14 percent more, or 114 percent of
traditional fee-for-service Medicare and, in some places, “the Medicare Advantage pricing
benchmarks currently range from 100 percent to over 150 percent of local per capita spending in
the fee-for-service traditional Medicare sector.”
  

Facts are stubborn things.  The fact is, this bill reduces the deficit by $130 billion over
the first 10 years and by as much as $650 billion over the second 10 years. Those are facts,
according to CBO, not facts made up by colleagues on the floor, for one purpose or another.  

This bill extends the solvency of Medicare by at least 4 years and perhaps as long as 5
years.  That is not all that needs to be done, but it is a beginning.  Those who want to oppose it
and vote against it will have to explain why they don't want to extend the solvency of Medicare,
why they don't want to achieve savings, why they don't want to go after the fraud and abuse that
exists in the system. 

Let me say with respect to the Gregg amendment, I have enormous respect for Senator
Gregg, but his amendment is designed to kill this bill.  Let’s just be clear, that’s the purpose of
this amendment.  If you want to kill this bill, if you want to kill a bill that reduces the deficit, if
you want to kill a bill that will reduce premiums for a significant majority, then you ought to
vote for the Gregg amendment.  If you want this bill to advance that delivers on the promises
made to the American people about what must be done to extend Medicare’s solvency, if you
want to have legislation that begins the critically important process of reform, then reject the
Gregg amendment.  

I thank the Chair and yield the floor.


