
FRED UPTON, MICHIGAN 

CHAIRMAN 

ONE HUNDRED 1WELFTH CONG RESS 

HENRY A . WAXMAN , CALIFORNIA 

RANKING MEMBER 

(!Congress of tbe mntteb ~tates 
J!.JouS'e of l\epreS'entatibeS' 

COMMITIEE ON ENERGY AND COMMERCE 
2125 R AYBURN H OUSE O FFICE BUILDING 

W ASHINGTON, DC 20515-6115 

The Honorable Patty Murray 
Chairwoman 

Majority (202) 225-2927 
Minority (202) 225-364 1 

October 13, 20 II 

Joint Select Committee for Deficit Reduction 
448 Russell Senate Office Building 
Washington, DC 205 10 

The Honorable Jeb Hensarling 
Chairman 
Joint Select Committee for Deficit Reduction 
129 Carmon House Office Building 
Washington, DC 205 15 

Dear Madame Chairwoman and Mr. Chairman: 

As the ranking Democrat on the Energy and Commerce Committee, [ am writing to offer 
views on the policies the Joint Select Committee for Deficit Reduction should pursue in its 
efforts to meet its deficit reduction goa ls. These views have been shared with the Democratic 
members of the Committee and reflect valuable input from the members . 

There are important initiati ves within the jurisdiction of the Committee that in 
combination wo uld drive significant short-term economic growth and job creation, while being 
fiscally responsible over the long term. These include policies for spurring economic growth by 
providing more spectrum for continued technological innovation, for ensuring our nation can 
compete in the clean energy economy of the future, and for reducing health care costs while 
preserving the viability of Medicare and Medicaid. 

These initiatives are described below. They would involve additional spending of $16 
billion in the near term to grow the economy and create over 560,000 jobs. Over ten years, they 
wo uld save over $150 billion for deficit reduction and addressing Medicare's perennial doctor 
payment problem. 

At the outset, however, I want to emphasize that any product of the Joint Select 
Conunittee must be balanced across spending and revenue accounts. Significant cuts in spending 
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have already been enacted thi s year thro ugh the appropri ati ons process and the Budget Contro l 
Act. The 20 I I appropri ations reduced projected de fi cits over the next ten years by $357 billion 
and the Budget Control Act saves an additional $992 billion over the same period. Almost all of 
these savings come from spending cuts. As a result, the majority o f the $ 1.2 trillion to $ 1.5 
trill ion in additional de fi cit reducti on the Joint Select Committee is cons idering should be 
composed of reven ues to balance the spending cuts already enacted. 

Economic Growth and Job Creation Initiatives 

SpectruJII Polic)' 

The Joint Select Committee shoul d consider new spectrum auct ions as a mechani sm to 
create jobs and raise signifi cant revenue for defi cit reducti on. Either as part o f your 
recommendations or through separate legislati on, Congress should prov ide the Federa l 
Communications COlllmission with authori ty to conduct voluntary incentive aucti ons to 
effi cientl y and responsibly repurpose broadcast and other spectrum for wire less broadband uses. 
In addition to authori zing incenti ve auctions, such legislati on should direct the Admini st ration to 
identi fy any federal spec trum that can be utili zed more effi cientl y and rea llocated fo r auction or 
shared use. 

A porti on o f the proceeds from auctions assoc iated with these poli cies shoul d be used to 
fund the creation o f a nationwide, interoperable public safety broadband network . 

If structured appropriately, these po li cies and auctions wi ll deli ver considerable economic 
and publi c safety benefit s for our country. These bene fit s have been we ll documented by 
economists, industry stakeholders, state and loca l governments, and public interest orga ni zati ons. 
Funding the deployment ofa nati onwide wireless broadband communications network for publi c 
safety agencies would lead to the creation of an esti mated 100,000 new jobs in the in forma ti on 
and comm unications technology industry and, ove r time, produce other economic benefit s 01'$4 
billion to $8 billion per year. Even greater benefit s can result from aucti oning new spectrum . 
Ex pert economists be li eve that the build-out of 300 MHz of new spectrum made ava ilable for 
commercial mobile broadband uses will create more than 300,000 new jobs and an add itional 
$230 bill ion in GDP over five years. Because the proceeds of the spectrum auctions would 
signifi cantl y exceed the amount needed to bu ild out the public safety network, the net savings 
should be in the range of $ 15 billion. 

First responders, governors, state and local offi cials, and every major publi c safety 
organ izati on in Ameri ca urge that the criti cal ··D block·· of spectrum bc rea llocated fo r public 
safety use. Thi s additional spectrum will ensure that publi c safety has suffic ient bandwidth to 
meet current and future wireless broadband needs. The Joint Select Committee should include 
th is rea llocation in any spec trum proposal. 
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Clean Energy Policy and Environmental lnit iat ives 

Our nation is in danger of falling behind China and other nations in the deve lopment and 
deployment of clean energy sources. This is a market we Calmot afford to surrender to Chinese 
and other economies. The Joint Select Committee should approve several measures adopted by 
the House in the I I I th Congress to support investment in clean energy technology and 
infrastructure. 

The Home Star Energy Retrofit Act (I-I .R. 50 19 in the III th Congress) wo uld create jobs, 
save energy, and lower families' energy bill s by providing rebates to homeowners to make their 
homes more energy-efficient. This legis lati on, authori zed at a $6 billion cost, wo uld help three 
million families to renovate their homes to be more energy efficient , resulting in $9.2 bi llion in 
est imated consumer savings on energy bills over the next 10 years. Home Star would also create 
168,000 new jobs in the United States. The program is supported by a broad coa lition of 
business, labor, environm ental, and consumer groups, including the Nationa l Assoc iation of 
Manufacturers, the U.S. Chamber of Commerce, the National Associat ion of Home Builders, and 
the [-lome Star Coalition. 

Addi ti onall y, the Clean Energy Technology Manufacturing and Export Assistance Act 
(H.R. 5 156 in the I l lth Congress) wou ld help bolster the competitiveness of the U.S. clean 
teclmology industry here at home and in the international marketplace by supporting the 
development and implementation of a national clean energy tec\mology ex port strategy, and by 
assist ing U.S. firm s with export assistance in finding and navigating foreign markets to expo rt 
their goods and services abroad. 

Further, the Assistance, Quality, and Affordabi lity Act (H.R. 5320 in the III th Congress) 
reauthorized and increased funding for the drinkjng water state revo lving fund (SRF) under the 
Safe Drinking Water Act. The drinking water SRF provides an important source offunding for 
public water systems, which are projected to face a significant increase in investment needs as 
ex isting infrastructure ages. This investment will create jobs and boost demand for sectors like 
the cement industry that are struggling with reduced government and private-sec tor const ructi on. 

Just last month, some of America's lead ing businessmen, incl uding Bi ll Gates, the CEOs 
of Xerox and General Electric, and the former CEO 01" Lockheed Martin, issued a warning that 
America cannot afford to give up on lead ing the clean energy future. These industry leaders 
said : 

We know the federal government has a vital role to play in energy innovation. We know 
the fede ral energy innovation system can be structured effectively to ach ieve real result s. 
And we know there are several ways to pay for publi c investments in thi s domain . I I" the 
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U. S. fai ls to invent new technologies and create new markets and new jobs that will dri ve 
the transformation and revitali zation o f the $5 trillion global energy industry, we will 
have lost an opportunity to lead in what is arguably the largest and most pervasive 
technology sector in the world . 

It is imperati ve that we not surrender the clean energy market to China and other 
countries. The United States must have policies and incenti ves that are adequate to ensure that 
our manufacturers can compete effecti ve ly in the global clean energy market. 

Health Savings and Costs 

Health care spending has bedeviled budgeting by families and the federal government 
alike fo r generations. To address these issues, the last Congress engaged in a length y di scussion 
and debate about the best way to address the flJture course o f health care spending gro\\1h that 
culminated in the passage o f the Affordable Care Act. It is premature for the Joint Se lect 
Committee to go further without seeing the ACA provisions implemented, and it is irresponsible 
to cut further only from public programs when there are deep concerns regarding healthcare cost 
increases in the pri vate sector. 

Recognizing the Va llie of the ACA 

The delivery system reforms in the A ffo rdable Care Act sharpl y reduced the growth trend 
in Medicare spending. Over the 25 years from 1985 to 2009, Medicare per capita spending 
growth averaged 6. 7%; over the next 10 years, the Medicare Trustees projec t that Medicare per 
capita spending will gro w by just 3% on average. Under the ACA, the long- run de fi c it in the 
Medicare Hospital Insurance Trust Fund was reduced by 80%, contributing to a significant 
extension in the so lvency of that Fund . 

In addition to dramati call y reducing the gro\·\1h rate in Medicare, the ACA recogni zed 
what has been ac knowledged by leaders on both sides of the aisle: that l'vl edi care and Medicaid 
costs cannot be considered in a vacuum. Address ing healthcare cost grO\·\1h must al so invo lve 
reducing private health care costs. That is why the ACA pursued cost savings across the entire 
health care system by encouraging the prevention o f chronic di sease; the furtherance of 
comparati ve research to identi fy which health care services work best; the establi shment of 
competiti ve health insurance marketplaces where insurers will compete to o ffcr the best deals to 
indi viduals and sma ll businesses; and many other insurance market regulations that require 
insurers to compete on the basis of va lue instead of gaming. 

The Joint Select Committee should recognize the va lue of the ACA provisions ai med at 
lowering hea lthcare costs and maintain it s efforts to reduce costs across the hea lth care system. 
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Protecting Coverage 

It is equall y important that the Joint Select Committee not pursue policies that 1V0uid 
undermine coverage for Medicare, Medicaid , or people who will enro ll in health insurance 
through exchanges. Many proposals put forth to reduce spending would undermine programs 
essential to the hea lth and financ ial security of lower-income and middle class families. To take 
an extreme example, the Republican budget adopted in the House of Representatives would 
causes tens of millions of people to lose their health insurance through Medicaid and insurance 
exchanges. 

Avoiding Cost Shifis 

The Joint Select Committee must res ist the temptation to reduce federal hea lth care costs 
by passi ng these costs to other payers who are even less ab le to affo rd them. Proposals that shi ft 
costs to states or to beneficiaries do not control health care costs; they merely shift around the 
burden to less privi leged groups that are less able to defend their interests. 

State budgets have been hard hit by the recession, so states are not equipped to manage a 
reduction in federal support for the Medicaid program . The .Ioint Select Committee should reject 
rest rictions on state financing sources such as further limitat ions on provider taxes. Important 
integrit y protections to assure those taxes are broad based and uniformly imposed have been in 
place since the 1990s. Further limiting their use takes away a critica l source of support for the 
Medicaid program. Similarly, the Joint Select Committee should reject reductions to federal 
payments through establi shing a blended matching rate or cutting matching payment rates that 
reduce federal dollars supporting state coverage effo rts. Th is wo uld lead directly to benefit cuts 
and payment cut s for Medicaid providers - cut s that will jeopardize access to ca re for the lowest 
income Americans and undermine implementation of the Affordable Care Act. 

Beneficiaries in Medicare are similarl y unable to cover extra costs that wou ld arise from 
cut s to Medicare benefits. It is not widely known that Medicare coverage is actua ll y less 
generous than most large employer plans. Less than half of the medical costs o f Medicare 
beneficiaries are actually covered by Medicare. Medicare beneficiaries do not need more "skin 
in the game." The Joint Select Committee should di scard proposals that would increase 
beneficiaries ' premiums or cost-sharing, and that would reduce their benefits. 

Root ing 0 111 In~f!ic iencies and Ove/payments 

It is possible to identi fy areas where Medicare and Medicaid overspend. such as on 
prescription drugs and uncoordinated care. Yo ur Committee should focus on those areas, where 
savings can be had without increasing burdens on beneficiaries and states. Waste, fraud , and 
abuse should a lso be a high priority for cont inued attention by the Congress, building on the 
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major anti-fraud policies enacted as part of the ACA that are currently being implemented by the 
Administration. 

On the top o f your li st for health care sav ings should be ri ghting the wrong done to 
taxpayers in the creation o f the Medicare prescripti on drug program. Histori ca ll y, Medicaid 
provided drug coverage for the low-income benefi ciaries eligible for both Medicaid and 
Medicare. When these dual-eli gibles rece ived their drug coverage through Medicaid , drug 
manufacturers were required to pay a rebate to the government in retul'll for the ex tra vo lume 
they received as a result of Medicaid coverage, a practice commonl y employed by large pri vate 
purchasers. This rebate is no longer being collected, however, because the 2003 Medicare Part D 
prescription drug law (known as the Medicare Moderni zation Act) transferred drug coverage fo r 
these dual-eligibles from Medicaid to Medicare. The cost to the taxpaye rs and beneficiaries is 
hundreds of billions of dollars. Addressing thi s issue wo uld save the government an estimated 
$ I 35 billion ove r 10 years. 

The Committee on Energy and Commerce addressed thi s wrong in the version of hea lth 
reform legislati on it approved in the last Congress, as did the full House. The Joint Se lect 
Commillee sho uld take thi s opportunity to take back the taxpayer' s money in a way that benefit s 
Medica re and that does not hurt beneficiaries. 

Fixing the SGR and Addressing other "Extenders " 

Any hea lth savings should be first a ll ocated to immediate problems in Medicare. The 
sustainable growth rate sys tem, wh ich contro ls the level of physician payments ever year, must 
be replaced with a sustainable, fair policy that encourages coordinated care. And a series of 
modest but essenti al " hea lth ex tenders" need to be enacted with any hea lth savings . Those 
include transitional medical ass istance (to provide hea lth insurance for Medicaid beneticiaries 
returning to work), the qualifying indi vidual program (that provides cost sharing assistance to 
Medicare enro llees with less than $ 15,000 in income), and modifications to restrict ions on 
therapy caps in Medicare (to ensure that Medicare benefi ciari es can continue to access physica l, 
occupational , and speech therapy), and some small payment provisions. 

Prollloting Prevention 

As we consider various options to make our health financing programs more effi cient and 
cost effecti ve, we must not lose sight of the criti ca l ro le of both health workforce programs and 
health promotion and disease prevention acti viti es in helping to ac hieve thi s goal. Keeping 
people healthy and producti ve as long as practi ca l is the best possible medicine for treating many 
of the ill s of Ollr nation 's hea lth care system, including ri sing medica l costs. We will not make 
significant progress in reigning in our nat ional hea lth care bill until we move I,'om a med ica l­
based to a we ll ness-based model o f hea lth care. The primary hea lth wo rkforce programs and the 
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Prevention and Public Health Public Fund authori zed under the Public Health Service Act are 
designed to do just that. Because of their enormous potential in moving the country in thi s 
direction , even in these most difficult economic times, our financial commitment to these 
programs should remain steadfast. 

Lo\Vering Generic Drug Costs 

The Joint Select Committee would be remiss if it did not recommend language similar to 
S. 27, the Preserve Access to Affordable Generics Act, a bill that limits the ability of brand drug 
companies to pay generic drug companies to delay the entry of a generic drug into the market. 
Limiting these "pay for delay" arrangements is essential if consumers are to get access to low­
cost generic drugs at the earli est possible opportunity. Inclusion of provisions like S. 27 would 
save federal government close to $3 billion over ten years. Consumers wou ld save even more. 

Conclusion 

The initiati ves described in thi s letter wo uld stimulate growth, create jobs, and promote 
long-term reductions in our deficit. They also reflect sound policies that promote the we ll-being 
of consumers across the country. I urge the Joint Select Committee to give these measures due 
consideration. 

cc: The Honorable Max Baucus 
Member 

Sincerely, 

~ct .0~ 
Henry A. Waxman 
Ranking Member 

Joint Select Committee for Deficit Reduction 

The Honorable John Kerry 
Member 
Joint Select Committee for Deficit Reduction 

The Honorable Dave Camp 
Member 
Joint Select Conunittee for Deficit Reduction 
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The Honorable Fred Upton 
Member 
Joint Select Committee for Defi cit Reduction 

The Honorable Jon Kyl 
Member 
Joint Select Committee fo r Defi cit Reduction 

The Honorable Pat Toomey 
Member 
Joint Select Committee fo r Delici t Reduction 

The Honorable Rob Portman 
Member 
Joint Select Committee fo r Deficit Reduction 

The Honorable James E. Clyburn 
Member 
Joint Select Committee fo r Ddicit Reduction 

The Honorable Xavier Becerra 
Member 
Joint Se lec t Comminee for Delicit Reduction 

The Honorable Clu'is Van Hollen 
Member 
Joint Selec t Committee for Defi cit Reducti on 


