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There are millions of people out
there, like me, who are frustrated
with the maddening obstacles to ob-
taining prescribed medications with
your insurance.

My doctor calls the system byz-
antine, a rip-off in which the gov-
ernment, including Medicare, is not
permitted to negotiate costs with
drug companies, instead allowing
them to charge whatever they think
the market will bear.

“Escalating drug prices have
alarmed physicians and the Ameri-
can public and led to calls for gov-
ernment price controls,” Peter J.
Neumann and Joshua T. Cohen of
Tufts University Medical Center
wrote recently in The New England
Journal of Medicine.

Most manufacturers maintain
that drug prices should be based on
research, development and produc-
tion costs, but Dr. Neumann and Dr.
Cohen suggested that these costs
should reflect the value the drugs
provide, including such factors as
health benefits and cost-effective-
ness.

The rising cost of prescription
drugs is especially worrisome given
the recent escalation in their use in
the United States.

Elizabeth D. Kantor, an epidemi-
ologist at Memorial Sloan Kettering
Cancer Center in New York, and

colleagues recently reported in The
Journal of the American Medical
Association that from 1999 to 2012,
the number of American adults us-
ing prescription drugs rose to 59
percent from 51 percent, and those
who took five or more medications
increased to 15 percent from 8.2 per-
cent.

The researchers arrived at their
numbers by analyzing seven cycles
of the National Health and Nutrition
Survey, each involving thousands of
adults. Americans today are using
more drugs than ever to lower cho-
lesterol, blood pressure and blood
sugar, treat depression and pain,
and control acid reflux and breath-

ing problems.
Among other concerns, the find-

ings “raise the question of how
much the rise in obesity is affecting
increased drug use,” Dr. Kantor said.

Using medications to treat what
is primarily a consequence of un-
healthy living habits means rising
drug costs that neither the govern-
ment nor the public can control.

Unfortunately, it is likely to take
an act of Congress to change the
current system, so we’re all stuck
with it indefinitely. But it pays to
know how to get what you need at
the lowest cost and with the fewest
hassles.

Every drug insurer has its own

annually issued “formulary” — a
booklet listing the drugs it will cov-
er during the year and the required
co-pay. Some policies also have
large deductibles that force con-
sumers to shell out hundreds of dol-
lars starting in January for needed
medications.

It is not unusual for consumers to
need a new drug that doesn’t hap-
pen to be in their insurance compa-
ny’s formulary, though the insurer
must cover it until the end of the
year, when policy holders may be
able to switch insurers.

I get my drug insurance through
Medicare Part D. But since signing
up in 2006, I have had many hassles

with the company that was suggest-
ed to me by the Medicare adviser I
consulted on the phone. Among oth-
er issues, the most expensive of the
four medications I use is not includ-
ed in that company’s formulary.

The company suggested two al-
ternatives that my doctor and I
knew were medically inadvisable.
So he had to file an appeal every
year to have the drug covered (al-
beit at a high co-pay).

During the recent enrollment that
ended Dec. 7, I switched insurers.
Since everyone with a computer
is supposed to be able to do this, I
gave it a try.

I am happy to report that, despite
the problems many consumers ini-
tially had signing up under the Af-
fordable Care Act, the government
did a great job with the website for
Medicare Part D. Expecting the
task to take hours, I enrolled with a
new company in about 15 minutes.
Here is the link: https://www.medi-
care.gov/find-a-plan/questions/
home.aspx.

SPENDING
JOHN HARWOOD

Escalating Drug Use
Prescription drug use has escalated
in the U.S., according to recent
research.

59%
The percentage of American adults
using prescription drugs in 2012, up
from 51 percent in 1999.

15%
The percentage of American adults
taking five or more medications in
2012, up from 8.2 percent in 1999.
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PAYING MORE AT THE REGISTER Some Republicans propose a European-style tax
system based more on consumption than on income.
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Getting insurance to pay
for prescribed medicines
can be cumbersome.

Even some Democratic
economists see benefits
in a value-added tax.

High Cost and Hassles at the Drugstore

Getting Comfortable With Change
Requires Bucking the Status Quo

Renewed Debate
On How We Tax

Homeowners’ Insurance
Does Not Cover Floods

PAUL ROGERS

The Donald Trump-led Republican
presidential field has attracted out-
size attention for eccentricity. With
less notice, it is also pointing Ameri-
ca to a different tax system.

That’s not because specific tax
proposals that Republican candi-
dates have advanced will become
law anytime soon. But the broad di-
rection of their proposals — toward
taxing spending rather than income
— is one that many economists in
both parties applaud.

It is also one that politicians, of
necessity, may eventually embrace.

Senator Ted Cruz of Texas and
Senator Rand Paul of Kentucky do it
most explicitly by proposing varia-
tions on “value-added tax” systems
used by European countries. VAT
systems function as national sales
taxes.

But other Republicans would also
move, if less directly, toward tax-
ing spending and away from taxing
income. Mr. Trump says his plan
would eliminate income taxes for
more than half of American house-
holds. Jeb Bush, the former Florida
governor, and Senator Marco Rubio
of Florida would let businesses im-
mediately write off capital invest-
ment. Mr. Rubio would eliminate
taxes on investment income.

“Every one of the Republican
plans I have looked at closely has
more of a consumption basis,”
said Leonard Burman of the Ur-
ban-Brookings Tax Policy Center.

Democratic politicians typical-
ly oppose taxing consumption on
fairness grounds; lower earners
spend a greater proportion of their
income than higher earners. They
favor progressive taxes, those that
tax a higher proportion of wealthier
people’s income. That instinct is es-
pecially acute in an era of stagnant
middle-class wages and widening
income inequality.

Yet Democratic economists say
taxing consumption encourages sav-
ings, investment and greater eco-
nomic growth. Moreover, the very

income trends Democratic politi-
cians point to with alarm complicate
their ability to raise enough revenue
to finance government programs
without increasing burdens on the
middle class as well as the affluent.

“We’ve come close to maxing
out the amount of progressivity we
can get from the existing tax sys-
tem,” said Peter Orszag, President
Obama’s first budget director.

The political difficulty of replac-
ing entrenched systems represents
a huge barrier. So even economists
who favor consumption taxes agree
that movement toward them will be
incremental.

“On a blackboard, the VAT’s a
great tax,” said Douglas Holtz-
Eakin, a former director of the Con-
gressional Budget Office. But “it is
a better use of political capital,” he
added, to pursue a hybrid system,
including some sort of consumption
levy and an income tax targeted at
higher earners.

Some variations on that theme
hold potential for developing bipar-
tisan support. Senator Ben Cardin
of Maryland, a Democrat on the fi-
nance committee, advocates a “pro-
gressive consumption tax” modeled
after one developed by Michael
Graetz, a Columbia University pro-
fessor.

Mr. Cardin has proposed a 10 per-
cent VAT to go with a 17 percent cor-
porate tax rate and a pared-down
personal income tax applied only
to income above $50,000 for indi-
viduals and $100,000 for couples.
To satisfy his party’s desire not to
shift tax burdens down the income
scale, his plan calls for rates that
rise with earnings to a maximum of
28 percent and includes rebates for
low- and moderate-income families.

Sooner or later, “I think we will
have a consumption tax,” Mr. Bur-
man said. “It’s a good thing for peo-
ple to talk about.”

Some of us really like the status
quo. Even when we have a better
alternative, many of us are content
to keep on doing what we’re doing.

I think about this every time my
wife and I swap cars. Depending
on who is running errands that day,
we’ll switch between our big car
and our little car.

Every time we change, my wife
has this habit. Before she backs out
of the garage, she adjusts every-
thing. The seat slides closer and the
mirrors get moved. She even fiddles
with the height of the seatbelt.

I just get into the car and slide
back the seat (because I wouldn’t
fit otherwise). But everything else I
leave alone. Things are great — un-
til I try to look out the mirrors. I can
only see out of them if I slouch down
and move back and forth. I’ve been
known to do this for an entire day.

But sometimes, I’ve been in
this ridiculous position sitting at a
stop light, and I’ve thought to my
slouched-down self, “Just reach up
and adjust the mirror.” It takes less
than 10 seconds, and my whole day
gets a lot more comfortable.

So why don’t I skip the slouching
and adjust my mirrors every time
we swap cars? I don’t think about it.
You could call me lazy, but I call it
status quo bias.

Researchers have known about
this quirk for a while. Even in the

face of what would clearly be a bet-
ter alternative, humans have a ten-
dency to leave things the same.

The “why” behind this bias fasci-
nates me. In 1988, William Samuel-
son and Richard Zeckhauser gave
a name to our habit of dispropor-
tionately sticking with the status
quo. The bias was so obvious that
researchers could see it in a sim-
ple, multiple-choice questionnaire.
We’re talking about random, “what-
if” questions that would have zero
personal impact on a participant,
like, “How would you allocate the
budget for the National Highway
Safety Commission?” People still
showed a strong preference for the
choice identified as the status quo.

Alexander Kempf and Stefan Ru-
enzi, using the mutual fund indus-
try, found two things:

■ People will stick with a mutu-
al fund that’s familiar even when
there’s a better option available.

■ The bias became “more severe”

when the number of fund
choices increases. In
fact, when the number of
choices jumped from less
than 25 to more than 100,
the observed bias was
three times greater.

This research probably
confirms what you’ve felt
for years. We don’t like
complexity. So we ignore
the alternatives and stick
with what we know.

It may be as compli-
cated as picking a mutu-

al fund or as routine as grabbing a
new tube of toothpaste at the gro-
cery store.

One powerful way to deal with the
bias is the reversal test proposed by
Nick Bostrom and Toby Ord. Imag-
ine you inherit a family cabin in the
mountains. You haven’t spent time
there in years, and your family isn’t
really interested in weekends at the
cabin. Another family member of-
fers to buy the cabin for $100,000.
But you hesitate. You’ve got these
great memories, and sticking with
the status quo lets you keep it.

Reverse the choice. Now you have
$100,000 in the bank. Would you use
that money to buy the family cabin?

The goal isn’t to change things for
the sake of change, but to give our-
selves room and time to review our
options without getting stuck in the
status quo.

In other words, it would make
a lot of sense for me to adjust the
rearview mirror.
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Many people in areas deluged by
rains are likely surprised to find out
that standard homeowners’ insur-
ance policies do not cover damage
from floodwater.

Property owners seeking that
kind of protection need to buy a sep-
arate flood policy, usually through
the National Flood Insurance Pro-
gram, or through a few independent
sellers. The federal policies pay up
to $250,000 for a structure and up to
$100,000 for personal possessions.

Relatively few homeowners have
flood coverage. The national aver-
age is 14 percent, based on 2014 data
from the Insurance Information In-
stitute, a trade group.

The average flood insurance pre-
mium is about $700 a year, although
rates for properties in flood-prone
areas can be much higher. Rates are
rising because of heavy losses from
major storms like Hurricane Ka-
trina and Hurricane Sandy. While
flood insurance isn’t mandatory,

lenders typically require homeown-
ers in high-risk areas to buy it to
qualify for a mortgage.

New rates that took effect on
April 1 increased policy premiums
for homeowners in flood-prone ar-
eas by as much as 25 percent. And
surcharges were added for all pol-
icies: $25 for owner-occupied pri-
mary homes and $250 for second
homes.

Homeowners who go without
coverage have little recourse in
the event of a flood. Some federal
disaster aid may help with grants
for temporary housing and repairs
for lower-income households, but
assistance for most homeowners
takes the form of low-interest loans,
said Amy Bach, executive director
of United Policyholders, a nonprof-
it group that advises consumers on
insurance issues.

Although experiencing a flood is
overwhelming, Ms. Bach advises
those who have flood insurance to
move quickly to document the dam-
age to their homes so they can file
a claim promptly; flood claims gen-
erally must be filed within 60 days.

Extensions are sometimes granted,
she said, but it is unwise to count on
that.

“Get the wheels in motion,” she
said. “Take lots and lots of pictures,
and lots and lots of notes.”

Homeowners should not rely
solely on their insurer’s assessment
of damage when making a claim,
Ms. Bach said. She strongly urges
homeowners to get a second opin-
ion by hiring their own contractor
to inspect the property, particularly
the foundation.

If the floodwater caused struc-
tural damage, that is significantly
more costly to fix than soggy dry-
wall and carpet.

“Understand what the flood did
to the house,” she said. “You can’t
get to an accurate number until you
know that.”
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STORM WARNINGS Hurricane Sandy
caused billions of dollars in damage in
a dozen states in 2012.
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Source: The Journal of the American
Medical Association

This is the first of two articles on
medicine use in the United States.
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