HEALTH REFORM IN THE 21ST CENTURY:
PROPOSALS TO REFORM THE HEALTH SYSTEM






HEALTH REFORM IN THE 21ST CENTURY:
PROPOSALS TO REFORM THE HEALTH SYSTEM

HEARING

BEFORE THE

COMMITTEE ON WAYS AND MEANS
U.S. HOUSE OF REPRESENTATIVES

ONE HUNDRED ELEVENTH CONGRESS

FIRST SESSION

JUNE 24, 2009

Serial No. 111-26

Printed for the use of the Committee on Ways and Means

&R






HEALTH REFORM IN THE 21ST CENTURY:
PROPOSALS TO REFORM THE HEALTH SYSTEM

HEARING

BEFORE THE

COMMITTEE ON WAYS AND MEANS
U.S. HOUSE OF REPRESENTATIVES

ONE HUNDRED ELEVENTH CONGRESS

FIRST SESSION

JUNE 24, 2009

Serial No. 111-26

Printed for the use of the Committee on Ways and Means

&R

U.S. GOVERNMENT PRINTING OFFICE
62-998 WASHINGTON : 2011

For sale by the Superintendent of Documents, U.S. Government Printing Office
Internet: bookstore.gpo.gov Phone: toll free (866) 512—-1800; DC area (202) 512—-1800
Fax: (202) 512-2104 Mail: Stop IDCC, Washington, DC 20402-0001



COMMITTEE ON WAYS AND MEANS
CHARLES B. RANGEL, New York, Chairman

FORTNEY PETE STARK, California DAVE CAMP, Michigan

SANDER M. LEVIN, Michigan WALLY HERGER, California

JIM MCDERMOTT, Washington SAM JOHNSON, Texas

JOHN LEWIS, Georgia KEVIN BRADY, Texas

RICHARD E. NEAL, Massachusetts PAUL RYAN, Wisconsin

JOHN S. TANNER, Tennessee ERIC CANTOR, Virginia

XAVIER BECERRA, California JOHN LINDER, Georgia

LLOYD DOGGETT, Texas DEVIN NUNES, California

EARL POMEROY, North Dakota PATRICK J. TIBERI, Ohio

MIKE THOMPSON, California GINNY BROWN-WAITE, Florida
JOHN B. LARSON, Connecticut GEOFF DAVIS, Kentucky

EARL BLUMENAUER, Oregon DAVID G. REICHERT, Washington
RON KIND, Wisconsin CHARLES W. BOUSTANY, JR., Louisiana
BILL PASCRELL, JR., New Jersey DEAN HELLER, Nevada
SHELLEY BERKLEY, Nevada PETER J. ROSKAM, Illinois

JOSEPH CROWLEY, New York

CHRIS VAN HOLLEN, Maryland
KENDRICK B. MEEK, Florida
ALLYSON Y. SCHWARTZ, Pennsylvania
ARTUR DAVIS, Alabama

DANNY K. DAVIS, Illinois

BOB ETHERIDGE, North Carolina
LINDA T. SANCHEZ, California

BRIAN HIGGINS, New York

JOHN A. YARMUTH, Kentucky

Janice Mays, Chief Counsel and Staff Director
Jon Traub, Minority Staff Director

Pursuant to clause 2(e)(4) of Rule XI of the Rules of the House, public hearing records
of the Committee on Ways and Means are also published in electronic form. The printed
hearing record remains the official version. Because electronic submissions are used to
prepare both printed and electronic versions of the hearing record, the process of converting
between various electronic formats may introduce unintentional errors or omissions. Such occur-
rences are inherent in the current publication process and should diminish as the process

is further refined.

ii



CONTENTS

Page
Advisory of June 24, 2009, announcing the hearing ............ccccceevviieeiieeecneeeennen. 2
WITNESSES
Karen Pollitz, Policy Director, Health Policy Institute, Georgetown Public
Policy Institute, Georgetown University ........c.cccccceeveevieniieeneenieeenieeeieeneeeennes 8
John F. Holahan, Ph.D., Director, The Health Policy Research Center, The
Urban INSItULE  ...cocoeiiiiiiiiicic et 22
Quentin Young, M.D., MACP, National Coordinator, Physicians for a National
Health Program, Chicago, IIliN0isS .......ccccccceeeeiieeiiiiieeciieeeiee e 33
David Gratzer, M.D., Senior Fellow, Manhattan Institute for Policy Research,
New YOrk, NeW YOTrK ....cccoiiioiiiieeeceeee ettt ae e 39

Richard Kirsch, National Campaign Manager, Health Care for America
NOW! .

Mike Draper, Owner, SMASH, Des Moines, lowa

Peter Lee, Executive Director for National Health P

Group on Health, San Francisco, California ............cccccceeereiieeniiieenniieesnieesnens 107
Gerald M. Shea, Special Assistant to the President, AFL-CIO 116
Jennie Chin Hansen, President, AARP .......ccooviiiiiiiioiieeceeeeeeeeeeeeee e 127
Randel K. Johnson, Senior Vice President, Labor, Immigration and Employee

Benefits, U.S. Chamber of COMMEIrcCE .........cccovvveeeiieeiiiniiieeeeeeecirreeeeeeeeeenreeeeenes 141
Daniel Baxter, M.D., Medical Director, William F. Ryan Community Health

Network, New York, New YOrK .......ccccooceiiiiiiiiiiiieceiee ettt eveeeeevee e 209
Ted Epperly, M.D., President, American Academy of Family Physicians .......... 216
Donna Policastro, Executive Director, Rhode Island State Nurses Association,

on behalf of the American Nurses Association, Silver Spring, Maryland ....... 227
Charles N. Kahn III, President, Federation of American Hospitals ................... 235
William L. Minnix, Jr., President and CEO, American Association of Homes

and Services for the AgINg ....c..coevieviriiiiiii e 248

Ronald A. Williams, Chairman and CEO, Aetna, Inc., Hartford, Connecticut ... 203
Richard B. Warner, M.D., Member, Kansas Medical Society House of Dele-

gates, AMA Alternate Delegate, Past President, Kansas Medical Society ...... 258
SUBMISSIONS FOR THE RECORD

Nancy G. Brinker, Statement .........cccccceeeeciieieiiiieeniiiecceceeiee e svee e e veeeen 275

Albert B. (Al) Baca, statement .........ccccccvveieiiiiiiiiiiieeececcreeee e 280

Association of Professors of Medicine, Association of Program Directors in
Internal Medicine, Association of Specialty Professors, Clerkship Directors
in Internal Medicine, and Administrators of Internal Medicine, statement ... 283
American Academy of Physician Assistants, statement ...........cccccoooiiiiiniinnnnn. 290

American Association of Colleges of Pharmacy, letter .........c..ccccovvvevvveeiineeennnnen. 294
American Farm Bureau Federation, statement ..........cccccoccveeiiiieiiiieeieeceeeinnneeee. 297
American Society for Clinical Pathology, statement ............cccceeeviiviiiiencieeennnnen. 299
Paul Crist, Statement ..........cccceeiiiiiiiiiiiiee et 304
Association of Ambulatory Behavioral Healthcare, letter ..........c.cccccvvveeivveennnen. 311
Becton, Dickinson and Co., Statement .........cccceeeevieeeiiieeeeiiieeeciee e 313
Breyer Foundation, statement ........c.ccccoeciiieiiiiiiiiieenieeeeeceee e 315
Budd N. Shenkin, M.D., Statement .........cccccocvvveiiiiiiiiiiieieeee e ee e 320
Friends Committee on National Legislation, statement ............cccecceevvreiiiennnnnne. 323
Richard Kirsch, Letter ........cccveiiiiiiiiiiiieee e e et e e eenes 325
Kenneth L. Sperling, Hewitt Associates LLC, statement ...........cccccceveevveeennnennn. 341
Jaci Mairs, R.N., J.D., 1etter .....ccciiiiiiiiiiiiieeeceee e 348

iii



Max Heirich, Statement ...........ccccoiiiiiiiiieiiiiieeeee ettt eeavee e 350
Medicaid and Medicare Advantage Programs Association of Puerto Rico,
LEEEOT ettt ettt st ettt et aaes
Medical Banking Project, Legislative Committee, statement
Mark H. Ayers, National Coordinating Committee for Multiemployer Plans,

123 v = USRS 359
National Yogurt Association, Statement ............ccccceecvieviieeriieniienienieeiee e 365
Nurse Practitioner Roundtable, letter ..........cccocoviiieiiiiiiiiiiiiiiiiiee e 367
Steve Slagle, Promotional Products Association International, statement . 370

RNG Consulting, Inc., statement .........cccccooeieriiiiiiiiiiiiieeieeeeeeeee e
Rochelle J. Ascher, Executive Intelligence Review, statement
Ron Manderscheid, 18EEer ..........ooiiviiiiiiiiieieeeeeeee e e
Nancy Schwab, Wendy Warner, Bill Berlinghof, Catherine Borowiec, Mark
Schmid, Connie Guldin, and Mike Fritz, letter ..........cccocoevieeieiiiiiiiieiiniiinenns
The Alliance for Academic Internal Medicine, statement ........
Cori E. Uccello, American Academy of Actuaries, statement
ERISA Industry Committee, statement .........ccccoeeevvvviciiennnnenn.
The Senior Citizens League, statement ............cccccccveeeeiiiiiiiiiieecieececiee e
Larry S. Gage, National Association of Public Hospitals and Health Systems,
SEALEINENT  coeiiiiiiiiiii e 391

iv



HEALTH REFORM IN THE 21ST CENTURY:
PROPOSALS TO REFORM THE HEALTH SYSTEM

WEDNESDAY, JUNE 24, 2009

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
Washington, DC.

The Committee met, pursuant to notice, at 9:09 a.m., in room
1100, Longworth House Office Building, Hon. Charles B. Rangel
(Chairman of the Committee), presiding.

[The advisory announcing the hearing follows:]
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ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS

FOR IMMEDIATE RELEASE CONTACT: (202) 225-3625
June 24, 2009

Chairman Rangel Announces a Hearing on
Health Reform in the 21st Century:
Proposals To Reform the Health System

House Ways and Means Chairman Charles B. Rangel (D-NY) announced today
that the Committee will hold a hearing to examine proposals to reform the health
system. This is the sixth hearing in the series on health reform in the 111th Con-
gress. The hearing will take place at 9:00 a.m. on Wednesday, June 24, 2009,
in the main Committee hearing room, 1100 Longworth House Office Build-
ing.

In view of the limited time available to hear witnesses, oral testimony at this
hearing will be from the invited witnesses only. However, any individual or organi-
zation not scheduled for an oral appearance may submit a written statement for
consideration by the Committee and for inclusion in the printed record of the hear-
ing.

BACKGROUND:

Rising health costs threaten access for the 250 million people with insurance and
undermine the competitiveness of American companies. In addition, nearly 46 mil-
lion people lack coverage today and millions more have coverage that fails to meet
their needs. A reformed health system must build on what works in our current sys-
tem to expand access, while minimizing disruption for people who have coverage
and helping to slow the rise in health costs. Recent studies have indicated that half
of all bankruptcies are the result of serious illness and medical debt, and many of
these families have coverage.

The Committee has held five health reform hearings this year to examine the cur-
rent state of various parts of the health system. These hearings build upon hearings
and legislation that the Committee has undertaken in previous Congresses. Among
other topics, these hearings have highlighted the need to improve the way care is
delivered and the problems with the current insurance market. The hearings also
stressed the importance of the employer-based system of health insurance and the
need to improve and strengthen current programs like Medicare and Medicaid.

The Committee has worked with the Committee on Energy and Commerce and
the Committee on Education and Labor to develop a proposal that reflects President
Obama’s health reform principles and will begin to rein in rising health care costs,
protect current coverage, preserve choice of doctors, hospitals and health plans and
ensure affordable, quality health care for all.

In the coming days, this discussion draft health reform proposal will be released.
This hearing will focus on that proposal as well as other proposals to reform the
health system.

“We have an historic opportunity to reform our Nation’s health care sys-
tem, building on what works and fixing what is broken to reduce health
care costs, protect current coverage and preserve choice for patients to
guarantee affordable, quality care for all,” said Chairman Charles B. Rangel.
“Health reform is critical to America’s economic recovery and I look for-
ward to feedback from Members and witnesses so we can continue working
to make this goal a reality.”



FOCUS OF THE HEARING:

The focus of the hearing will be on the forthcoming proposal developed by the
Committees on Ways and Means, Energy and Commerce and Education and Labor
and other proposals to reform the health system.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear-
ing record must follow the appropriate link on the hearing page of the Committee
website and complete the informational forms. From the Committee homepage,
hittp://democrats.waysandmeans.house.gov, select “Committee Hearings.” Select the
hearing for which you would like to submit, and click on the link entitled, “Click
here to provide a submission for the record.” Once you have followed the online in-
structions, complete all informational forms and click “submit” on the final page.
ATTACH your submission as a Word or WordPerfect document, in compliance with
the formatting requirements listed below, by close of business Wednesday, July 8,
2009. Finally, please note that due to the change in House mail policy, the U.S.
Capitol Police will refuse sealed-package deliveries to all House Office Buildings.
For questions, or if you encounter technical problems, please call (202) 225-1721.

FORMATTING REQUIREMENTS:

The Committee relies on electronic submissions for printing the official hearing record. As al-
ways, submissions will be included in the record according to the discretion of the Committee.
The Committee will not alter the content of your submission, but we reserve the right to format
it according to our guidelines. Any submission provided to the Committee by a witness, any sup-
plementary materials submitted for the printed record, and any written comments in response
to a request for written comments must conform to the guidelines listed below. Any submission
or supplementary item not in compliance with these guidelines will not be printed, but will be
maintained in the Committee files for review and use by the Committee.

1. All submissions and supplementary materials must be provided in Word or WordPerfect
format and MUST NOT exceed a total of 10 pages, including attachments. Witnesses and sub-
mitters are advised that the Committee relies on electronic submissions for printing the official
hearing record.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. All submissions must include a list of all clients, persons, and/or organizations on whose
behalf the witness appears. A supplemental sheet must accompany each submission listing the
name, company, address, telephone and fax numbers of each witness.

Note: All Committee advisories and news releases are available on the World
Wide Web at http://democrats.waysandmeans.house.gov.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202-225-1721 or 202—-226—
3411 TDD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.

————

Chairman RANGEL. The Committee on Ways and Means will
come to order as we begin, I guess, our ninth hearing on health re-
form. I want to thank the staffs, minority and majority, for bring-
ing us to this point in our Nation’s history where we do see light
at the end of the tunnel for one of the most serious domestic prob-
lems our great Nation has faced.

It is abundantly clear that we have a serious financial problem
as the cost of health care escalates far beyond our imagination, and
continues in this upward spiral. We have a moral obligation in
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terms of the number of people who have lost their homes, gone into
bankruptcy as a result of the costs of providing health care. And
of course, we have a crisis in terms of the waste and inefficiency
and the misuse of our resources by health providers that find us
in need of changing the entire system.

We hope at the end of the day that we are able to say that those
people who find that their insurance meets their needs, that they
should rest assured that we have enough problems without inter-
fering with the relationship they have with private health insurers.

They will have to be able to understand, however, that in their
search for profit, there has to be basic sound principles that health
care providers would have to be involved and support. One thing
for certain: The whole idea that insurance companies can pick and
choose the healthiest of their clients is wrong, and it will be cor-
rected as we make certain that those people that have pre-
conditions will be acceptable.

We know that there are so many employers that want to provide
health care for their employees because it is the right thing to do,
and they just can’t afford to do it. We have to give them assistance.

We know that there is nobody in the United States that is an
adult and understands the problems we face that hasn’t got a hor-
ror story, with or without insurance, as to what has happened to
their families and, indeed, communities because the system is bro-
ken.

We also know that we just don’t have enough primary care doc-
tors and nurses and support system. And we have to encourage
these people in order for us to be healthy and competitive with for-
eign countries to be out there, not just looking for profits but look-
ing to fulfill their life’s work in terms of taking care of our sick;
and, more importantly or just as important, to make certain that
we avoid these serious and expensive illnesses.

We have the support of the President of the United States. We
sincerely wish that this could be a bipartisan effort. The book is not
closed. We have before us a discussion draft, and we have had
more discussion than we had thought we would have, which I think
is healthy; so that at the end of the day, when we pass this, more
and more Americans would understand that we have done the
right thing.

And certainly the polls, for what it is worth, overwhelmingly be-
lieve that what we are doing in terms of having a competitive pub-
lic option so that people can go to exchange and pick and choose,
with a variety of private options just as we in the Congress have,
and also a public option, we think at the end of the day it is going
to be the American citizens that will be the beneficiary. The indus-
try will be improved. America will be stronger and more competi-
tif\fr‘e. And we all are privileged to be able to be participants in this
effort.

Peter Stark is one of the—probably, with me, is historically the
longest-serving Member of this great Committee that was cited in
the Constitution, and the only one cited. And he has dedicated his
entire legislative career to trying to get a handle on the ever-in-
creasing problems that health care has caused our Nation to face.

I know that this era is one of the most proudest that he has en-
joyed, and the Committee is grateful for the investment that he has
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made in time and dedication to reach this point that during his
stay here, he would be able to say, we finally have improved the
system.

Pete, we are indebted to you, and I would like at this point in
time to yield to you.

Mr. STARK. Thank you, Mr. Chairman. You and my colleagues
and the President are committed to health reform, and I think we
all understand this is the time to act. We have worked with our
colleagues on the Energy and Commerce and the Education and
Labor Committees to write a draft proposal that provides afford-
able, quality health care for all, expands choice, and slows the rate
of growth in health care spending.

Some will be unhappy that we still don’t have CBO numbers for
provisions. We put this bill out last Friday in draft form so that
all Members of Congress, the American public, and interested par-
ties can read the discussion draft and provide us with input.

Today’s hearing, we hope, will be long, and we will hear from
three panels. The first will be our panel of policy experts with their
thoughts; second, a panel consisting of those impacted by health re-
form—consumers, seniors, businesses both large and small, labor;
third, we will hear from health care providers who will share with
us their thoughts on our draft legislation.

As I said, it is in draft form. Today’s hearing will give us guid-
ance for meetings over the next couple of weeks as we work to con-
vert this draft into a final bill.

So I want to thank all of our witnesses in advance for their testi-
mony. They have had a lot to analyze in a short time, and we ap-
preciate their willingness to enlighten us today. Thank you very
much.

Chairman RANGEL. Thank you, Mr. Chairman.

Most of you know, and certainly the Committee Members know,
that David Camp and I have tried with the most that we can to
see whether or not we could work together in a bipartisan way.
Many times this is impossible because of the differences, not of he
and I, but certainly of the political direction in which the parties
would want to go.

We know that this is not a Democratic problem. It is not a Re-
publican problem. And the Nation is going to look at this as a prob-
lem that we hope that we can come together and work together and
bring up a bipartisan bill.

As Peter Stark has indicated, this is a discussion draft bill that
will help us to try to perfect our ideas. And I yield to my friend
David Camp for whatever purposes he would want to state.

Mr. CAMP. Well, thank you, Mr. Chairman. And thank you for
holding this hearing. And I want to thank all of the witnesses and
the panels that have taken time out to be here today.

Mr. Chairman, I am not sure quite what to focus on this morn-
ing, all we know about the bill or all that we don’t know about the
bill. But in either sense, it is very disturbing. And let me begin
with what we don’t know.

We don’t know how much CBO says it will cost or how it will
be paid for. And hopefully everybody can see page 162 of the bill
on the TV screens. Now, I know a picture is worth a thousand
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words, but I think that picture may be worth well over a trillion
dollars.

The bill says other revenue raisers are to be provided. When will
these tax increases be provided? When will the American public get
to know how much this trip to the doctor will cost them? Those de-
tails aren’t unimportant.

If you are shopping for a car, even I have to admit that a Ferrari
looks pretty good next to a Ford until you see the pricetag. A six-
bedroom mansion on the waterfront looks pretty good next to a
modest three-bedroom ranch until you see the pricetag. We need to
know the pricetag of this bill if we are to do our jobs properly, and
that is to write a bill our country can afford that will guarantee
every American has access to affordable quality health care.

Just this morning I received an independent, nonpartisan anal-
ysis of the bill. I know I said this picture was well over a trillion
dollars, but this report makes it clear that I really don’t have much
future in appraising because this bill is actually worth $3.5 trillion.

And let me repeat that for everyone here, especially the Members
who have not been given any information on the cost. An inde-
pendent, nonpartisan analysis says this bill costs $3.5 trillion. And
I ask that a copy of this report by HIS Network be included in the
record.

Now, that is a staggering figure, even in Washington. Equally
staggering are some of the ideas we have heard floating around
about how to pay for this bill, such as new taxes on employer-spon-
sored health benefits, new taxes on sugared soft drinks, additional
taxes on alcohol that will turn Joe Sixpack into Joe Fourpack, a
new national sales tax, new taxes on American businesses com-
peting worldwide, and higher Medicare taxes.

Those are pretty darned scary in and of themselves. But what
has me in shock is the fact that those taxes won’t even come close
to covering $3.5 trillion in new Federal Government spending. And
it is clear that if we move forward with this $3.5 trillion bill and
with any of those taxes, whatever hope remained that the Presi-
dent would keep his word not to tax families earning less than
$250,000 will be quickly erased.

The President has also promised repeatedly that Americans who
have and like their insurance will be able to keep it. Now, I know
he is getting pressured to back off that statement. I would hope
both Republicans and Democrats on this Committee would help
him keep that pledge.

But the analysis we received this morning says this bill would
cause 64 million Americans to lose their coverage. Sixty-four mil-
lion. That means one out of every three Americans under the age
of 65 would lose their current private health coverage. We need to
strengthen and improve our health care system, not destroy it.

No matter what comes out of this hearing, unanswered will be
several critical questions. How much will you tax and who pays
those “other revenues”? What will be the impact on family budgets?
What will be the impact on employees and employers and on those
looking for work? What about the economy as a whole? I am dis-
appointed that this information isn’t before us since it is impossible
to make a thorough evaluation of the bill without it.
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Now to what we do know. It creates a government-run plan that
reimburses at Medicare rates, which will force millions of Ameri-
cans to lose their current health care plan. There are absolutely no
prohibitions on new government-run plan or government programs
like Medicare or Medicaid from using cost-effectiveness research to
impose delays or denials of access to life-saving treatments for pa-
tients. And just the new taxes and penalties on employers that we
have already seen will force 4.7 million Americans to lose their job.

Now, those aren’t my numbers or my analysis. That is what you
get when you plus the taxes associated with an employer mandate
into the economic models developed by Dr. Christina Romer, the
Chair of the President’s Council of Economic Advisers, and Jared
Bernstein, who is in the Office of the Vice President.

What does this leave us with? In short, a bill in which the solu-
tion costs more than the problem, and health care reform in which
millions of Americans lose their insurance, lose access to treat-
ment, and maybe even their job.

This is what happens when legislation of this nature is written
in secret by a few behind closed doors without the input of Mem-
bers on both sides of the aisle, not to mention the families and
businesses it will affect. I have heard even Members of this Com-
mittee have raised their concerns about the way this bill was writ-
ten. So have Blue Dogs in a written letter, and so have House Re-
publicans.

This painfully reminds me of the stimulus bill. But as important
as it was, we were just talking about money then. This time we are
talking about people’s health, about their lives. We cannot get it
wrong again.

The President was right when he said health care reform should
not be a Democrat issue or a Republican issue, but an American
issue. And as you know, last week Republicans outlined a summary
of what we believe successful health care reform should focus on—
affordability, accessibility, and availability of quality health care
for all Americans.

There are a number of areas where we could reach bipartisan
agreement. I and the Republican Members of this Committee stand
ready to meet and work with you to get this bill right, and I hope
we can do that soon.

And with that, I yield back the balance of my time.

Chairman RANGEL. Thank you. I ask you to share with me at
some point in time the firm that did the analysis for you that esti-
mated the $3.5 trillion cost because it may be helpful for us to be
able to make up numbers since Republicans and Democrats are
stuck with the Congressional Budget Office. And as you know, they
have not been very friendly in their estimates in terms of costs.
But if someone can create just $3.5 trillion, I can share with you
that I will walk away from any bill that has this type of cost.

The whole idea of cost, however, should not be an issue because
we are going to pay for this not by raising taxes, but even in this
walk-through that we have. Five hundred billion dollars is reform
in the system that we have.

And whatever we do to raise the other revenue, at the end of the
day we will be able to say that the bill is a reform bill and will
not be additional cost. So we have to try to read from the same
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page. And I know you won’t object to reading from the pages given
to both of us by the Congressional Budget Office.

And yes, we all would want Ferraris. I was settling for a Cadillac
since it is made in the United States. But after we look at the cost
of the options that are there, then we will know what we can af-
ford. And so it really doesn’t make that much difference as to what
we hope for. We will only do what we can afford and what will be
acceptable to the American people.

I am glad to hear you say that your minds are open. At any point
during the testimony of your witnesses or ours that you believe we
can sit down and work together, we will go into recess, go into the
library, take advantage of that, and then move forward.

So let today be the beginning of a new start. And as Chairman
Stark has said, we have an extraordinary panel here. The first
panel we have is Karen Pollitz, who is the Policy Director of the
Health Policy Institute from Georgetown Public Policy Institute,
Georgetown University; John Holahan, Dr. Holahan, who is the Di-
rector of the Health Policy Research Center in The Urban Institute;
Quentin Young, Dr. Quentin Young, National Coordinator for Phy-
sicians for a National Health Program, from Chicago; and David
Gratzer, Dr. David Gratzer, a Fellow, Manhattan Institute for Pol-
icy lE{esearch, from my hometown and my city, New York, New
York.

We thank you for taking the time to come here to share your
views with us so that we can make a more perfect piece of legisla-
tion. We have—by unanimous consent, all of the documents that
you have will be submitted in our record.

Restrict it this morning to 5 minutes for each witness, which is
indicated by the red light coming on. And the Republicans and
Democrats welcome your appearance here before the Congress and
the Committee.

So we will start off with Dr. Karen Pollitz.

STATEMENT OF KAREN POLLITZ, POLICY DIRECTOR, HEALTH
POLICY INSTITUTE, GEORGETOWN PUBLIC POLICY INSTI-
TUTE, GEORGETOWN UNIVERSITY

Ms. POLLITZ. Thank you. I am not a doctor. Just call me Karen.

Chairman RANGEL. Thank you, Karen.

Ms. POLLITZ. And good morning, Mr. Chairman, Members of
the Committee. I want to congratulate you on the tri-committee
draft proposal for health care reform. It contains the key elements
needed to achieve universal coverage and introduce cost discipline
into our health care system. It reflects both wisdom and practi-
cality. And this time I believe you will get the job done.

The tri-committee proposal defines a minimum health benefit
standard. It requires all Americans to have at least that minimum
coverage, with shared financing responsibility by employers. It cre-
ates tax credits for small businesses, expands the Medicaid safety
net, and creates new premium and cost-sharing subsidies for pri-
vate health insurance coverage to help other Americans of modest
means.

The proposal also establishes a set of strong new market reforms
for private health insurance, with important consumer protections.
It creates a new health insurance exchange, an organized health



9

insurance market, with greater consumer protections and support
than individuals and small employers have today.

It will provide competitive information on plan choices, help with
enrollment, appeals, application for subsidies. It will have a health
insurance ombudsman to help individuals and small businesses
navigate the coverage system and make good choices. And on their
behalf, the exchange will negotiate with insurers over premiums in
order to get the best possible bargain. And importantly, consumers
and employers who buy coverage in the exchange will also have the
choice of a new public plan option.

A recent national poll indicates Americans strongly favor the es-
tablishment of a public plan option to compete with private health
insurers. Such an option can address failures of competitive health
insurance markets today.

First, it offers consumers an alternative to private plans that for
years have competed on the basis of discriminating against people
when they are sick. Just last week your colleagues on the Energy
and Commerce Committee held a hearing on health insurance re-
scissions.

There, a woman battling breast cancer testified that her health
insurance was revoked for failure to disclose a visit to a dermatolo-
gist for acne. When consumers are required to buy coverage, having
a public option that doesn’t have a track record of behaving that
way will give many peace of mind.

Second, a public plan option will promote cost containment. Re-
search shows that health insurance markets today do not compete
to hold down costs. Rather, insurers and providers negotiate to
pasfg costs through to policyholders while maintaining and growing
profits.

For the first few years, the public plan option will be allowed to
base its payment to doctors and hospitals and most other providers
on the Medicare fee schedule—actually, increases above those fee
levels—but over time it will develop innovative payment meth-
odologies that hold down costs and promote quality.

Mr. Chairman, clearly, as this bill moves through the legislative
process, there will be opportunities to improve and modify it. And
in my written statement, I offer several recommendations in this
regard, and would briefly describe just three of those for you now.

First, with respect to the essential benefits package, I think
there are opportunities to strengthen the package and add speci-
ficity. The essential benefits package in particular does not include
a limit on cost-sharing for care received by non-network-plan physi-
cians. That is an important protection to add. And the essential
benefits package doesn’t have a specific reference to a benchmark
plan, the Blue Cross Blue Shield standard option plan that so
many Members of Congress have, and that has been discussed as
a reasonable benchmark for coverage adequacy.

It is not clear whether the essential benefits package outlined in
the draft proposal meets that standard, but it should. And if it
doesn’t, then the standard should be improved. And if that requires
adding more money to the bill, then you should add it.

Second, with regard to rules governing health insurance, new
rules won’t be meaningful unless there are resources for oversight
and enforcement. The Department of Health and Human Services
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today has four employees who work part-time on private health in-
surance oversight. At the Department of Labor, there has been tes-
timony indicating that there are resources to review each employer-
sponsored health plan under that Department’s jurisdiction once
every 300 years. And State insurance departments are also
strapped for resources.

Your colleague on the Appropriations Committee, Congress-
woman DeLauro, has introduced legislation to provide resources for
health insurance oversight and enforcement, and I hope you will
work with her.

And finally, with regard to subsidies, the bill, the draft bill, cre-
ates sliding scale assistance so that middle-income Americans with
incomes up to 400 percent of the poverty level would not have to
pay more than 10 percent of income toward their premiums.

But after that level, the subsidies stop, and as the charts in my
written statement indicate, some consumers, including self-em-
ployed individuals, who have incomes above that level might still
face significant affordability problems. That is essentially likely for
people who buy family coverage and for baby boomers who would
face much higher premiums under the age rating adjustments that
are provided for under the bill.

So I hope the Committee will consider making additional adjust-
ments to your subsidy to protect all Americans so that they don’t
have to spend more than 10 percent of their income on health in-
surance.

Thank you very much.

[The prepared statement of Ms. Pollitz follows:]
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Chairman RANGEL. Thank you so much.
We will now entertain the statement from Dr. John Holahan, di-
rector of the Health Policy Research Center. Thank you for coming.

STATEMENT OF JOHN F. HOLAHAN, PH.D., DIRECTOR, THE
HEALTH POLICY RESEARCH CENTER, THE URBAN INSTITUTE

Mr. HOLAHAN. Thank you. Mr. Chairman and distinguished
Members of the Committee, thank you for inviting me to share my
views on the discussion draft. The views I express are mine alone
and should not be attributed to The Urban Institute, its trustees,
or its funders.

I believe this plan has many excellent features, and I commend
the Committee for its efforts. The plan builds upon the successful
health reform enacted in the State of Massachusetts, provides for
Medicaid expansion, a set of income-related subsidies up to 400
percent of the Federal poverty line, a national health exchange,
and extensive insurance market reforms.

It contains an individual mandate which is essential to providing
for universal coverage. It provides a cap on total out-of-pocket
spending for individuals, and higher payment rates for primary
care doctors.

I want to spend a few minutes on the public insurance option.
A public plan competing with private plans will provide more
choice and place substantial cost-containment pressure on the
health care system. The argument is often made that competition
between public and private plans could never be fair and that it
will lead to a single payer system.

This argument ignores the fact that many health insurance mar-
kets, as well as provider markets, are simply not competitive and
efficient. An extraordinary amount of concentration in the insur-
ance and hospital industries has taken place over the last several
years, and this concentration has been a significant contributor to
health care cost growth.

No one can be in favor of controlling health care costs and ignore
this reality. Several studies have documented the increase in con-
centration and the effect on insurer profitability and hospital reve-
nues. For example, a number of studies have shown that hospital
rates are higher in more highly concentrated markets by as much
as 40 percent.

The public plan can help with the problem of cost containment.
First, it is likely to have somewhat lower administrative costs. Sec-
ond, the public plan can also establish and negotiate provider pay-
ment rates at lower levels than private payers are able or willing
to negotiate today.

Today commercial payment rates are 35 percent above Medicare
for hospitals and 23 percent for physicians. The plan will likely
need to pay higher rates than Medicare does today to assure access
to a sufficient number of providers. Where these rates are set is
critically important. I think there should be a key role for MedPAC
in advising the Congress on this.

There are a number of aspects of the public plan that are impor-
tant to assure fair competition. The public plan should be legally
and administratively separate from exchanges. It should abide by
the same insurance market rules that private plans do. It should
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offer the same benefit packages, have the same levels of cost-shar-
ing, and the same caps on out-of-pocket liabilities. The income-re-
lated subsidies should apply in the same way to all plans. The
plans should be required to maintain adequate reserves.

On the other hand, the public plan may well get a dispropor-
tionate share of high-risk enrollees. A level playing field also
means that a public plan should be compensated if it does end up
with a less healthy population.

The public plan can reduce the costs of reform significantly. In
a paper being released this week by The Urban Institute, we esti-
mate that subsidy costs would be lower by $200 to $400 billion rel-
ative to a plan with only private insurance options.

We also believe that the public plan will not destroy the private
insurance market, in part because the private market will respond
to competition from the public plan, and in itself become more effi-
cient.

In the same paper, we have estimated that the net loss in private
coverage will be relatively small. While a large number of those
currently in the non-group and small group market will purchase
coverage through the exchange and many will choose to join the
public plan, there are close to 50 million uninsured who will now
obtain coverage. Some will enroll in Medicaid or the public plan,
but many will end up in private plans.

On balance, we estimate that the number of people with private
coverage will fall from about 177 million to 161 million. In the end,
the number with private insurance will not be too different than
it is today, and the savings to the government in lower subsidy
costs will be substantial.

I would like to close by saying that while there is not a cost esti-
mate for this bill, the CBO estimates for one of the Senate bills last
week was $1.6 trillion over 10 years. This may seem an alarming
number, but it should be viewed in context.

Over the 10-year period, 2010 to 2019, the amount of gross do-
mestic product projected for the U.S. economy will be $187 trillion.
Even a number as high as 1.6 trillion is less than 1 percent of the
amount of GDP being produced over this period. The Nation will
also spend $33 trillion in health care over this period, even without
reform.

We clearly need to gain control over this spending, and there are
many proposals for doing this. But these proposals will require dif-
ficult choices. It is important that a good plan be passed and be
fully paid for, but the design should not be driven by a budget goal,
whether it is $1.6 or $1.2 or $1.0. There are many other key design
features, and this is affordable, and there are plenty of ways to pay
for it.

Thank you.

[The prepared statement of Mr. Holahan follows:]
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Chairman RANGEL. Thank you, Doctor.

The Committee would now invite Dr. Young, the National Coor-
dinator for Physicians for a National Health Program, from Chi-
cago.

STATEMENT OF QUENTIN YOUNG, M.D., MACP, NATIONAL CO-
ORDINATOR, PHYSICIANS FOR A NATIONAL HEALTH PRO-
GRAM, CHICAGO, ILLINOIS

Dr. YOUNG. Mr. Chairman, Members of the Committee, I thank
you for giving me the opportunity to comment on the proposal that
has emerged from the three key House Committees, and to articu-
late the single payer alternative. Thank you.

I am the National Coordinator of Physicians for a National
Health Program, an organization of some 16,000 American physi-
cians who support single payer national health insurance. Our or-
ganization represents the views of the majority of the U.S. physi-
cians now, 59 percent of whom support national health insurance
in a recent survey. I wish to make two points to the Members of
this Committee.

The first is that the best health policy, science, literature, and
experience indicate that the tri-committee proposal will fail miser-
ably in its purported goal of providing comprehensive, sustainable
health coverage to all Americans. And it will fail whether or not
it includes the so-called public option health plan.

The second point I wish to make is that the single payer national
health insurance is not just the only path to universal coverage, it
is the most politically feasible to health care for all because it pays
for itself, requiring no new sources of revenue.

The difference between single payer and the tri-committee pro-
posal could not be more stark. Single payor has at its core the
elimination of U.S.-style private insurance, using huge administra-
tive savings and inherent cost control mechanisms to provide com-
prehensive, sustainable, universal coverage.

The tri-committee discussion draft preserves all of the systemic
defects inherent in relying on a patchwork of private insurance
companies to finance health care, a system which has been a ter-
rible failure both in providing health coverage and controlling costs
heretofore.

Elimination of the U.S.-style private insurance has been a pre-
requisite to the achievement of universal health care in every other
industrialized country in the world. In contrast, public program ex-
pansions, coupled with mandates like those in the tri-committee
proposal, have failed everywhere they have been tried, both domes-
tically and internationally.

First, because the discussion draft is built around the retention
of private insurance companies, it is unable, in contrast to single
payer, to recapture the 400 billion in administrative waste that pri-
vate insurers currently generate in their drive to fight claims, issue
denials, and screen out the sick. A single payer system would redi-
rect these huge savings back into the system, requiring no net in-
crease in health spending, and covering those uncovered today.

Second, because the discussion draft fails to contain the cost con-
trol mechanisms inherent in single payer, such as global budgeting,
bulk purchasing, negotiated fees, and planned capital expenditures,
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any gains in coverage will quickly be erased as costs skyrocket and
government is forced to choose between raising revenue and cutting
benefits, something we face today.

Third, because of this inability to control costs or realize adminis-
trative savings, the coverage and benefits that can be offered under
the discussion draft will be of the same type currently offered by
private carriers, which cause millions of insured Americans to go
without needed care due to the cost and have led to an epidemic
of medical bankruptcies, 1 million annually presently.

Virtually all of the reforms contained in the discussion draft have
been tried, and have failed repeatedly. Plans that combined man-
dates to purchase coverage with Medicaid expansions fell apart in
Massachusetts in 1988, Oregon in 1992, and Washington State in
1993. The latest iteration, Massachusetts 2006, is already stum-
bling with uninsured rates again rising and costs soaring. Ten-
nessee’s experiment with a massive Medicaid expansion and a pub-
lic plan option worked for 1 year, until rising costs sank it.

The inclusion of a so-called public option cannot salvage this
structurally defective reform package. A public plan option does not
lead toward the single payer but toward the segregation of pa-
tients, with profitable ones in private plans and unprofitable ones
in the public plan.

A quarter-century experience with public/private competition in
the Medicare program demonstrates that the private plans will not
allow a level playing field. Despite strict regulation, private insur-
ers have successfully cherry-picked healthier seniors and have ex-
ploited regional health spending differences to their advantage.

They have progressively undermined the public plan, which
started as a single payer system for seniors but now has become
a funding mechanism for private HMOs and a place to dump the
unprofitable ill.

The potential $1 trillion pricetag on the tri-committee proposal
already threatens to capsize our new President’s flagship initiative.
In contrast, single payer avoids these hazardous political waters
entirely because it requires no new sources of funding.

In tumultuous economic times, single payer is the only fiscally
responsible option. Two-thirds of the American people support it.
The majority of physicians are in favor of it, as are the U.S. Con-
ference of Mayors, 39 State labor federations, and hundreds of local
unions across the country. Millions of Americans are mobilized to
struggle for single payer, but your leadership is crucial. I hope this
Committee will see fit to provide it.

[The prepared statement of Dr. Young follows:]
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Chairman RANGEL. Dr. Young, the Chair has been advised that
one of our most distinguished Members in the House and the
Chairman of the Judiciary Committee has arrived and is here with
us, and that is Chairman John Conyers. If he is here, I want to
pause and recognize the fight that he has had over the decades in
support of the single payer.

And I want you to understand, Dr. Young, that our President has
decided that he wants to make every effort to have a bipartisan
bill. And I think there are over 83 Members of Congress that have
supported the single payer. But I don’t think too many of them be-
long to the other party.

And so in an effort to launch this in a way that we could accom-
modate each other, we have the public program that we hope would
compete with the private sector. But having said that, Members
will have questions later. And I hope that if Chairman Conyers is
in the audience, he would stand so that we would recognize the
service he has provided over the years.

John Conyers, we thank you.

[Applause]

Chairman RANGEL. We thank you for your great contribution,
and we would not be where we are today had it not been for your
great efforts here.

The Chair would like to call on Dr. David Gratzer. He is from
Manhattan Institute for Policy Research from the great town of
New York, New York.

Thank you.

STATEMENT OF DAVID GRATZER, M.D., SENIOR FELLOW, MAN-
HATTAN INSTITUTE FOR POLICY RESEARCH, NEW YORK,
NEW YORK

Dr. GRATZER. Thank you, Mr. Chairman. Thank you, Members
of the Committee.

Mr. Chairman, as you gave me that warm introduction, I was re-
minded of a comment a colleague of mine had said a few years ago
when he suggested that on paper, I seemed like a remarkable indi-
vidual.

Chairman RANGEL. Let’s hope so at the end of your testimony.

Dr. GRATZER. Mr. Chairman, I made a similar comment when
I testified a couple of weeks ago before a Subcommittee of the Com-
mittee on Education and Labor. People also laughed then, and I am
not sure why. Pause for a moment just to soak this up.

I am a kid from the prairie, and it is an enormously humbling
experience to speak before this august body. And I appreciate the
work that you are doing. And we may agree to disagree on some
things, but I am honored to be able to testify today.

I am going to speak in a few moments about the draft legislation
before us. But I want to pause for a moment and talk about some
personal experiences. You know, health care is ultimately very per-
sonal. And it is important as we discuss policy details, as we dis-
c;llss statistics and figures, not to leave out the human aspects of
this.

A few years ago my wife hurt her back. We had gone on a ski
trip in the Rockies. Actually, I had been invited out to a conference,
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and they had generously even agreed to pay for my wife’s plane
ticket. All I had to do was buy the lift tickets, and off we went.

My wife is no athlete. She is an emergency doctor, and she hurt
her back. I want to emphasize for the sake of our marriage that
she tells the story a little bit differently than I do. Her version of
events involves gale-like winds of 60 miles an hour or so, a tall
mountain rivaling, perhaps, Everest, and a small mammal that
had crossed her path that needed to be saved. My version of events
is a little less august, involving a small ski slope, the bunny hill,
and a lot of falls on her rear.

But whether or not you accept her version of events or mine, at
the end of the day she ended up seriously hurting her back. And
my wife, who likes to log long hours in the emergency department,
ended up lying on her couch in pain, numbness in her foot, largely
unable to work.

We were uninsured at the time, and interested in getting her
some help. Forty years ago there would have been no help to be
had. She just would have lived her life like that. Twenty-five years
ago there would have been a surgical procedure to help her out
that would have had a long convalescence, a risky procedure that
may not have worked.

My wife ended up getting a procedure that lasted less than 28
minutes, involved a scar that she wears on her back that is less
than a half-inch long, and within a few weeks, she was able to rise
up from that couch and go back to life.

It was in its own ways something of a miracle, something we see
every day in American health care. I would emphasize that there
are so many problems with American health care—and we are
going to talk about that today, in the coming days and the coming
weeks. But we should not forget what is good about this system,
that American medicine is second to none.

I have talked about my wife’s back, but certainly we could cite
other examples. Death by cardiovascular disease has dropped by
two-thirds in the last 60 years. Polio is confined to the history
books. Childhood leukemia, once a death sentence, is eminently
treatable for people under the age of 11.

You know, in my other life I am a doctor, and I have seen mir-
acles there, too. I had a patient who came in covered in his own
urine who was completely psychotic. We gave him an anti-psy-
chotic, a new one, developed right here in the United States, and
he went back to being a college student and living out his life. Let
us not forget the successes when we talk about the failures.

Of course, there are problems. It was difficult to find a neuro-
surgeon for my wife because quality is so uneven and they are such
a black box. We actually Yahoo’ed “Neurosurgery, west New York,”
and got a bunch of porn sites. Costs are uneven and at times inex-
plicable. We got a bill that lasted about 3% feet and was unan-
swerable.

People look at these problems and they say, it is time now for
Washington to take a larger role, a more robust role. And I see that
Members of the Committee are entertaining that. I understand
that temptation.

I understand the belief that government expansion will be com-
passionate and will increase quality. I understand that because I
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used to believe it. I was born and raised in Canada. I, too, believed
in some level of socialized medicine. Then I got mugged by reality,
and I have seen the waiting lists and the queues for care and how
unsatisfying it is.

You have a choice to make, and down one path is the government
temptation. But there is also, my friends, the low road less traveled
of individual choice and true competition. And that is why I think
we need policy reform and regulatory reform and tax reform to
build on what is good with this system, and not to end up with a
system far worse like you see in Canada or Britain or right across
the western world.

Thank you, Mr. Chairman.

[The prepared statement of Dr. Gratzer follows:]

Prepared Statement of David Gratzer, M.D., Senior Fellow,
Manhattan Institute for Policy Research, New York, New York

Thank you for this opportunity to testify at this important time. My testimony
is drawn from personal experience—as a physician born and trained in Canada, as
the author of two books (and the editor of a third) on comparative health care policy,
and as a senior fellow at the Manhattan Institute. (For the record, the views I
present are my own and do not necessarily represent those of the Manhattan Insti-
tute.)

The choices Congress will make on this issue are critical both for the United
States and for patients around the world who benefit from American advances in
diagnostic technology, pharmaceuticals, biotechnology, surgical techniques, and
medical device design.

It is not a coincidence that the United States is so productive in medical science.
America’s health care system is unique in its capacity to mobilize private invest-
ment. Many critics of the system look at its rising share of GDP and see only cost.
But we must remember in these discussions that American medicine is second to
none. The achievements of the last 60 years have been amazing: Polio is confined
to the history books; death by cardiovascular disease has fallen by two-thirds; child-
hood leukemia, once a death sentence, is now treatable.

The U.S. system needs reform, yes. Costs continue to rise. Quality is uneven. Too
many lack insurance. But in our effort to make a system with better coverage and
access, we must not lose what is right and what is good.

1. BUILDING ON WHAT WORKS

U.S. lawmakers should be cautious about borrowing reforms from other countries;
Congress must reform the health care system with made-in-America solutions.

Congressional leaders would be wise to focus on simple, practical reforms that
build on what works in this system.

e We must recognize the forgotten role of health in health care (policy reform);

e We should foster insurance competition in a larger marketplace (regulatory re-
form); and

e We must level the tax playing field for individuals seeking insurance outside
the workplace (tax reform).

Supporters of a single payer model repeatedly point to America’s lower life expect-
ancy as evidence of a systemic failure. As a physician, let me assure you that life
expectancy is about much more than what happens in the doctor’s office. Indeed,
some of the biggest problems we face are due to choices and not (health) care. Amer-
icans live unhealthily—smoking, drinking, and eating more than their neighbors to
the north, or their Western European cousins. Consider that the percentage of obese
Americans has doubled in the last quarter century.

The failure to prevent common illnesses like diabetes and lung cancer carries sig-
nificant financial consequences for the health care system. Both Democrats and Re-
publicans can agree with this point. Significant government and private actions are
needed—we must do more to promote wellness, provide incentives for prevention,
and encourage Americans to take greater responsibility for their own health.

Market competition can contain the high cost of insurance—if Congress and the
States would only allow it to take place. Efforts at creating equity and fairness in
the health insurance market—done with the best of intentions—have created dra-
matic differences in price across the country. For example, a health-insurance plan
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for a family of four in New York can cost more than $12,000 a year, but a similar
is about $3,000 in Wisconsin.

The Federal Government can promote regulatory strategies that will increase
interstate insurance competition. Proposals to create a true national market for
health insurance is on the right track, but Congress must go farther to level the
tax and regulatory playing field for non-group insurance. Once the marketplace of
individuals can compete fairly with employer-provided plans, they can serve as an
ideal vehicle for broadening coverage to the uninsured.

2. THE SOCIAL RISKS OF GOVERNMENT-MANAGED CARE

Single payer advocates and their allies insist that only government health insur-
ance can solve America’s problems. For example, when it comes to wellness, some
claim—without evidence—that preventive care will be strengthened in a single
payer system.

In reality, preventive care has suffered in many single payer systems because it
is not urgent care. Governments in single payer systems have tended to see “elec-
tive” and preventative care as a safer target for rationing, in much the same way
that governments worldwide habitually underbudget for infrastructure mainte-
nance.

For example, it’s a common mantra that Canadians can choose their own family
doctor in Canada’s socialized health system. But as many as one-sixth of Canadians
cannot find a family doctor. Canada has two-thirds as many doctors as the OECD
average, with severe shortages in several areas of specialty (for example,
gynaecology). When there are no doctors to choose from, the “freedom to choose” is
a limited benefit. The doctor shortage is a direct result of government rationing,
since provinces intervened to restrict class sizes in major Canadian medical schools
in the 1990s.

To further inform Congress about the challenges of government-managed care, I
cite Canadian-sourced data.

(1) CIHI Reports on Provincial Wait-Times “Progress”

The Canadian Institute for Health Information (CIHI), a government-funded body,
is the designated agency responsible for collecting provincial wait-times data. Their
reports ! paint a disturbing picture. Advocates for the Canadian system often cher-
ry-pick broad averages or median wait time figures, but CIHI’s most recent (2008)
data gives a fuller picture of what service is like at the “back of the line.” Consider
just a few examples:

e In Alberta, Canada’s wealthiest province, 50% of outpatients waited 41 days or
more for an MRI scan. Ten percent of those patients waited 4% months or
longer.

e In Saskatchewan, 10% of knee replacement patients waited 616 days or more
for surgery.

e In Nova Scotia, 25% of patients waited 199 days or more for cataract removal.

All of these and other figures reflect wait times after referral by a general practi-
tioner. As noted earlier, millions of Canadians do not have access to a family doctor.

(2) Canadian Wait Times Alliance: Annual Reports, 2004-2009

Canada’s Wait Times Alliance offers a counterpoint to CIHI’s reports. The Alliance
consists exclusively of Canadian medical professional associations like the Canadian
Medical Association. Their 2009 report, Unfinished Business, opens with the obser-
vation that “Canadians are used to waiting.” The report2 notes that provincial
“progress” toward wait times targets often represents progress toward “minimum
wait-times standards, rather than desired wait-times standards.”

(3) Chaoulli v. Quebec (Attorney General), 2005 SCC 35

This recent decision3 by the Supreme Court of Canada serves as a wake-up call
to those who see the Canadian system as a utopian mix of public funding and pri-
vate choice. The case centred on a patient who chose to sue for the right to use his
own money to secure timely medical treatment, a right that was denied Canadians
until the Chaoulli decision.

Writing for the majority, Justice Marie Deschamps concluded that:

1The latest CIHI reports on provincially-reported wait times are available at www.cihi.ca.

2The 2009 Report is available, as are previous years’ reports, at www.waittimealliance.ca.

3The Chaoulli decision 1is online at http:/csc.lexum.umontreal.ca/en/2005/2005scc35/
2005scc35.html.
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“[TThe evidence in this case shows that delays in the public health care
system are widespread, and that, in some serious cases, patients die as a
result of waiting lists for public health care. The evidence also dem-
onstrates that the prohibition against private health insurance and its con-
sequence of denying people vital health care result in physical and psycho-
logical suffering that meets a threshold test of seriousness.”

Chaoulli v. Quebec (Attorney-General) 2005

(4) [Quebec] Taskforce on the Funding of the Health System, 2008

Finally, consider the most recent report from Quebec, a comprehensive review of
a government-managed system in peril. The government-appointed Chair of the
Taskforce was M. Claude Castonguay, widely considered “the father of Quebec medi-
care,” as he co-authored a report in the late 1960s that created Quebec’s earliest
single payer model. Almost 40 years later, this report4 concluded that “there is no
ideal system,” called for an increase in private sector involvement and cited crip-
pling cost inflation and poorly rationed care as major flaws in Quebec’s single payer
model.

3. THE FISCAL RISKS OF GOVERNMENT-MANAGED CARE

These challenges are not unique to Canada. Around the world, the more public
the system, the greater the challenge in managing it. For example, the United King-
dom recently increased the annual budget of the National Health Service (NHS) by
tens of billions of pounds in an effort to bring wait times below their own targets.
The effort succeeded, but only if you believe that the NHS guarantee of care no later
than 18 weeks after a referral represents timely service. Recessionary budget reduc-
tions are likely to limit further progress as the Brown government has ordered the
NHS to prepare for increases below core inflation (1.6%) in fiscal year 2010-2011.

The White House is alarmed by private-sector health inflation, but it must also
acknowledge the same trend in government-managed systems. Even with pharma-
ceutical price controls, technology rationing, and limited capital investments, almost
all Canadian provinces carry substantial debts fuelled mostly by persistent health
care inflation. Ontario’s health budget is projected to grow by 7% for each of the
next 3 years. The 2008 Taskforce calculated Quebec’s annual health inflation rate
at almost 6%. In Britain, the NHS admits to a 60 year average increase of 3% over
inflation. Ireland’s single payer system has experienced constant price turbulence.
Dfespite 3.5% deflation this May, Irish health costs still grew at an annualized rate
of 4.5%.

What causes inflation in public health insurance programs? As government’s role
as the primary funder grows, the greater the political contradiction between de-
mands for fiscal restraint and demand for service. The pattern is consistent across
national boundaries: If governments provide the insurance, benefits come cheap and
easy in the early years. When the cost of treating older citizens, serving new pa-
tients or providing new treatments climbs, policymakers face a devil’s choice be-
tween rationed care or tax-funded cost inflation. Most often, they try to balance the
two bad options, restraining inflation slightly below U.S. levels with ever-more pain-
ful restraints on capital investment, human resources, technology, and drug access.
Waiting lists for treatment are the inevitable consequence.

4. A PUBLIC PLAN OPTION IS GOVERNMENT-MANAGED CARE

The Administration insists that support for a “public plan option” is not intended
to serve as a “Trojan horse” for a single payer health care system. I can only reply
with the time-honoured scientific observation that “if it walks like a duck, if it
quacks like a duck ...”

The historic reality is that even if the Administration sincerely does not want
public insurance to serve as a Trojan horse for a single payer system, the public
plan option is certain to deliver exactly that result, just as more limited public in-
surance schemes in Canada, Britain, and other countries, came to dominate their
own health sectors:

e As a government program rather than a state-regulated insurance plan, the
public plan option has competitive advantages;

o If those advantages are removed, then there is no point in introducing the pub-
lic plan when the proposed “Health Insurance Exchange” will increase competi-
tion anyhow;

4The full report is online in English at http:/www.financementsante.gouv.qc.ca/en/rapport/
index.asp.
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o If the advantages are left intact, the United States will undermine its private-
sector health care, as have other western countries.

The Administration believes a public option is needed to, in the President’s words,
“keep the insurance industry honest.” If this argument is carried to its logical con-
clusion, the public plan must also be “honest.”

Will the public plan be financed on a pay-as-you-go basis as many entitlement
programs have been, or will it be properly financed to future insurance costs?

Will the public option pay market costs for capital, just as private insurers must?

Will the public plan comply with costly State mandates just as private insurers
do, or will the Federal Government override them?

If the public plan has any built-in government advantages, it will build market
share—not because it is necessarily better insurance, but because it is subsidized
and legally privileged. As the plan grows in size, Federal taxpayers will foot an
ever-larger share of the system’s increasing costs, and governments will be under
ever-more pressure to ration care to contain them.

Further, if the goal of public competition is to reduce the impact of public health
care costs on the U.S. Treasury, then the best policy choices are those which extend
coverage and improve affordability without significant damage to the U.S. tax base.
Will the public plan pay taxes to simulate the tax costs of a private insurer? If not,
then every dollar attracted to the public plan is a dollar taken from the taxable pri-
vate sector, reducing the economy’s ability to carry the costs of public health pro-
grams in future.

Let’s be clear: American health care is in need of reform. But as any good doctor
knows, it’s not enough to get the diagnosis right, we need a treatment that makes
sense. A massive expansion of Washington’s role is not that treatment. Rather, Con-
gress should look to alternatives:

Prioritize regulatory reforms that will open up true competition between existing,
fully-funded insurers.

Target direct government aid to individuals who really need it, with incentives for
individuals to become a powerful competitive force in the insurance marketplace.

Promote rapid improvement in the personal health of Americans to reduce de-
mand on the system’s most costly health care services.

These ideas would bring greater choice to American health care; they would also
help instill in the system the oldest of American virtues: Personal responsibility.
While they may not be as catchy as promising Medicare for those who want it, these
ideas have the benefit of pushing the system toward a sustainable future, not a gov-
ernment bureaucracy.

———

Chairman RANGEL. Thank you so much for your testimony. I
can see why our Republican friends have selected you. You are very
persuasive. And I want to make it abundantly clear: Anybody sup-
porting this concept certainly cannot disregard the great advance-
ments that have been made in American medicine, and the great
contributions that the private sector have and continue to give.

And I only wish that you can help us to understand that we can-
not find acceptable 48 million people without health care. And I
know you agree with that. Over half of that amount are under-
insured. And the whole idea that this genius of the private sector
cannot compete with a government operator, or better than that,
that the American people will not seek out the best that they can
find, certainly is a far cry from what you describe as socialized
medicine or whatever derogatory term that you want to call it.

We are not competing for a French plan or a Canadian plan or
a foreign plan. This is an American problem, and it has to be an
American solution to it.

And so I just ask you, Doctor, if indeed we are talking about com-
petition, don’t you believe that the government can learn from the
private sector and that the private sector can learn from the gov-
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ernment? We as Americans, and certainly the medical profession,
have never run away from the challenge of competition. Why won’t
you give us a chance?

Dr. GRATZER. Mr. Chairman, let me agree with you that there
are significant problems here. And certainly I don’t wish to walk—
or don’t wish for you to walk away from my testimony today think-
ing that I am glossing over these problems. There are too many un-
insured Americans.

I am not quite sure that we should be so concerned with that
large number, but within them there is a core group, maybe 8 or
9 million, who really do fall through the cracks. And it is up to this
body in these deliberations to find a way of reaching out.

But be careful. Be careful what we end up doing because as any
good doctor knows, it is not enough to come up with the right diag-
nosis. You have to come up with the right treatment. And some-
times when you don’t do that, the patient gets worse.

As you know, I am pretty libertarian in my thinking. Milton
Friedman wrote the foreword to my last book. He was a mentor for
me.

Chairman RANGEL. What was the name of your book? We
might as well get that in now.

Dr. GRATZER. Well, Mr. Chairman, “The Cure: How Capitaliza-
tion Can Save American Health Care,” available on Amazon.com at
a very reasonable price, Mr. Chairman.

[Laughter.]

Dr. GRATZER. But today, I will offer you a book at no charge.
But Mr. Chairman, I think one should be very careful about the
language we use. Yes, you and I believe in competition. Yes, you
and I believe in individual choice. But a public plan option as is
being discussed is not true competition, and it is not true choice.

As you know, the discussions underway are to have Medicare
pricing. In other words, we would build a public plan option basi-
cally modeled after Medicare. Medicare is not really an insurance.
I know you and I throw that term out. And when you have public
plans in other countries, we talk about social insurance, but they
are not true insurance.

Medicare is a Federal program. Medicare is a Federal program
with price controls, one that is opted out of State regulations, that
doesn’t require any of the capitalization required of private insur-
ances, that doesn’t account as private insurances do.

So yes, I believe in competition. But it has to be fair competition.
I think a better——

Chairman RANGEL. Pause there. Tell me, please, what is unfair
about the option? Because I have more respect for the ingenuity of
the private sector. Why would anyone that enjoys the genius of the
private sector walk away from that to a crumbling, failing, govern-
ment, irresponsible program?

Dr. GRATZER. Can I quote you on that?

Chairman RANGEL. Well, this is your language. And I am say-
ing that why would anyone walk away from what you are describ-
ing? The key word that separates you and I is that you already
said the program, the public option program, is unfair.

Well, hell, I am sorry, but if I was losing a lot of money to a com-
petitor, I would try to find that word, saying, this competitor is
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coming in, reducing my profits. I am in business to make money.
That is what my job would be in the private sector.

And if anyone came in with any idea about just providing health
care, I wouldn’t call that unfair. Tell me what is unfair about the
system since we are searching to give confidence that we want an
even playing field?

What could we possibly do to provide that competition, which I
am certain you are not afraid of, as long as it is, what, fair? Tell
me what we could do to perfect this so you can say, well, at least
that is fair, and we can match you patient for patient, and in your
case, dollar for dollar.

Dr. GRATZER. Sure. Three words: Scrap price controls.

Chairman RANGEL. Where would the price control be?

Dr. GRATZER. Well, Medicare price controls. As you know, there
is a committee of——

Chairman RANGEL. We are paying for the private sector with
Medicare. That is how they make their money. It is government
money that goes into these programs. The doctors are reimbursed
with Federal dollars.

Dr. GRATZER. But they are being reimbursed at a fraction of
what they would make in the private sector. And as you know,
there is good evidence that there is cost-shifting going on whereby
private plans end up picking up the weight, the dropped weight,
from the public system.

Chairman RANGEL. Doctor, we have so many programs that the
patients and the clients are supported by Federal dollars and Medi-
care where they are doing so well and making profits, if you will,
by cutting a lot of procedures that are truly found to be unneces-
sary.

And I might say that a lot of doctors would share with you the
lack of satisfaction that they get with the payment system, which
forces them in many cases to find services that are not necessary
to be funded by the government because they don’t believe that the
reimbursement is adequate. We are trying to take care of that. I
don’t think we

Dr. GRATZER. Hold on, Mr. Chairman. I think you have per-
suaded me that Medicare is in need of reform. I am not sure you
have persuaded me

Chairman RANGEL. You bet your sweet life it is.

Dr. GRATZER. But you have not persuaded me that——

Chairman RANGEL. The whole system is broken.

Dr. GRATZER. The whole system is

Chairman RANGEL. But we don’t expect the private sector to
come forward and fix it. We need a partnership. We need a fair re-
lationship. And the only difference that separates you and I is that
I think you are suggesting that you are not afraid of fair competi-
tion.

Dr. GRATZER. Then let’s agree on what fair competition might
be for this public option.

Chairman RANGEL. Exactly.

Dr. GRATZER. No price controls. Reimbursement set by the pri-
vate sector. Capitalization required.

Chairman RANGEL. Reimbursement set by the private sector,
did you say?
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hDIi{‘?GRATZER' Yes. Doctors ought to make a fair wage, don’t you
think?

Chairman RANGEL. A fair wage? Okay. Okay. All right.

Dr. GRATZER. I believe in competition. But we are not talking
about competition between insurances.

Chairman RANGEL. Let’s talk in New York.

Dr. GRATZER. We are talking about competition between

Chairman RANGEL. It is all a question of what is fair. And I
would like to yield to the Ranking Member because we have re-
duced our differences to price.

Mr. CAMP. Well, thank you, Mr. Chairman. We have had a num-
ber of hearings either in the Committee or Subcommittee—I think
six this year—on various aspects of health reform, seven if you look
at the Income Security Subcommittee’s hearing on a new entitle-
ment program that was incorporated into this draft, and really
nearly two dozen in the last Congress.

So I really want to focus on the specific aspects of this legislation
before us, not necessarily in general what health reform—what
might be right and wrong in the health reform system.

And so Dr. Gratzer, you mentioned the difference often between
the public and private plans. And I believe in section 1401(b) of the
bill, there is a new tax on all non-government health insurance
policies, which would be another way that competition isn’t really
fair between the public plan and the private plans. It would be a
$370 million tax to fund the competitive effectiveness research
trust fund.

Would this tax, in your opinion, fall on people at all income lev-
els? Is it based only on who has a non-government health insur-
ance policy or private health insurance?

Dr. GRATZER. I thank you for the question. I will be honest
with you: I am not as up on perhaps the specifics of the bill as I
should be. It is an 825-page bill, and I have only had since Friday
to review it.

But my suspicion is besides the structural differences between a
Federal program and insurance, you have hit the nail on the head
that even this bill will exaggerate these differences from a tax
point of view.

Again, I believe in competition, but it ought to be fair competi-
tion. And if really what we are going to do is take this public plan
option and make it just like every other insurance except it is not
for profit, we already have the blues, sir.

Mr. CAMP. All right. Thank you.

And Ms. Pollitz, I am a little confused about whether insurance
policies offered through the exchange would have to adhere to
State benefit mandates. I believe in section 203, which starts on
page 55 of the bill, that the new health choices commissioner could
override State mandates with their authority. Is that your read of
the bill?

Ms. POLLITZ. I don’t remember. I am sorry.

Mr. CAMP. Okay. I believe on page 59 you would find that is the
case.

I also have a question for Dr. Holahan. It appears that there will
be, for an employer who does not offer health insurance, an 8 per-
cent tax on total wages. Is that your understanding?
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Mr. HOLAHAN. Yes.

Mr. CAMP. And if there was an employee who had a spouse who
had an insurance plan with another company, and that employee
decided to go on their spouse’s insurance for some reason—it may
have better benefits; it may be cheaper for their family—and that
policy was in the exchange, would the employer still have to pay
the E}) percent tax on that employee who was not covered by insur-
ance’

Mr. HOLAHAN. So you are saying the employee is covered, the
spouse is not?

Mr. CAMP. The spouse is covered by another plan that is in an
exchange. This employee decides, I will go on my spouse’s plan. I
am not going to use my employer’s plan. Because it might be
cheaper. It might have different benefit levels.

Mr. HOLAHAN. There are a lot of difficult design issues in

Mr. CAMP. My view

Mr. HOLAHAN. I don’t know how they dealt with that, to be
honest. I didn’t see that.

Mr. CAMP. My read of the bill is that that employer would still
have to pay an 8 percent tax. So if the employee made $100,000,
the employer would still be on the hook for $8,000——

Ms. POLLITZ. Mr. Camp.

Mr. CAMP [continuing]. Even though that employee was covered.

Ms. POLLITZ. I believe there was a general provision in the bill
that allowed for a delegated authority to the Secretary to arrange
for accounting rules to take care of problems like that. I don’t know
that it is specified in the bill, but it is acknowledged that there
would need to be accounting rules about how families are covered
when there is more than one source of coverage, and that those will
need to be addressed.

Mr. CAMP. Yes. The bill, as written now, would indicate that
that tax by the employer has to be paid. It wouldn’t necessarily
change anything. The family doesn’t pay that; it is the employer’s
payment.

I also have a question, Dr. Holahan. The health choices commis-
sioner who would run the exchange, what protections are there in
the bill to ensure that there is the necessary independence from
the President and the Health and Human Services Secretary, given
that this person would be running the health care—the govern-
ment plan? What protections in the bill are to ensure that that is
an independent position?

Mr. HOLAHAN. I don’t think I can answer that. I didn’t read
that part of it.

Mr. CAMP. Okay. It is my understanding there aren’t any such
protections in the bill, and I think that is one of the concerns that
we would have.

Mr. HOLAHAN. As I said in my opening remarks, I would agree
with that. There has to be separation.

Mr. CAMP. Thank you.

I see my time is expired, Mr. Chairman. Thank you very much.

Chairman RANGEL. Well, I have talked with staff. And as we
told you yesterday, we think the bill is clear that an employer that
offers insurance will not be penalized merely because one of the
employees would want to enjoy the benefits under another plan.
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But in an effort to show the direction in which we want to go,
we are prepared to accept Republican language to make it abun-
dantly clear that if he is offering the insurance, it doesn’t mean
that the employee has to accept it. So there is no penalty involved.

I would like to yield to the Chairman of the Health Committee.

Mr. STARK. Thank you, Mr. Chairman. And thank my col-
leagues for their patience. I think it is important to note that in
this draft proposal, there are still many issues that are undecided.

But I did feel that it is important to note that the—well, there
has been a good bit of discussion about a Canadian system, which
the public plan, I would suggest, is not. There is basically nothing
in the public option that would create a Canadian-style system. Dr.
Gratzer indicates that it would be important to have preventive
health. I believe that we have eliminated copays for preventive pro-
cedures, which should increase preventive health.

Canadians don’t get their health care via their employer. Private
insurers do not exist in Canada offering comprehensive health ben-
efits. There are province-wide caps on spending in Canada. And
these are four major elements of the Canadian system that are not
at least in this discussion draft.

So that I would just like to make crystal clear that this is an at-
tempt to save money, as they say, bend the curve, and also a ques-
tion to make sure that everybody contributes. Beneficiaries will
contribute. Employers will contribute. Taxpayers will probably end
up contributing. And providers certainly will.

Dr. Gratzer has suggested that physicians ought to set their own
prices. They are currently the highest-paid group of people in
America, averaging substantially over $250,000 a year, many mak-
ing $6 or $700,000 a year. And I have repeatedly said I fail to ex-
tend much sympathy to the $600,000-plus physicians who are back
here looking for more, particularly in this time when so many
Americans are just looking for a job.

So that I think we have to move ahead. One of the things that
was in this—whoever wrote this silly $3 trillion analysis managed
to miss 500 pages of the text, and I wonder what else they missed,
because they didn’t talk about the savings in the bill.

And also, I must say, in the analysis they said that in contrast
to the Senate version, our version is more fiscally prudent and ef-
fective. Now, given that CBO has scored the Senate version at
around 1 to 1.6, this certainly indicates that we are doing a lot bet-
ter.

So I hope we can continue to analyze the bill, and try and keep
our analysis of it somewhat close to reality, and come up with a
bill that will end up having more than 95 percent of the American
public with an affordable quality access to medical care.

Thank you, Mr. Chairman.

Chairman RANGEL. Thank you, Chairman Stark.

I would like to recognize Mr. Herger, who has spent quite a bit
of his legislative career working on health reform.

Mr. HERGER. Thank you, Mr. Chairman.

Dr. Gratzer, advocates of a government-run care program often
point to Canada as a model for the U.S. to follow. However, your
experience shows that many Canadians can’t find a family physi-
cian, and those that do often face long waits if they need followup
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care. In fact, some patients even die while waiting to receive treat-
ment.

Could you please elaborate?

Dr. GRATZER. I thank the Member for the question. There is
such a severe physician shortage in Canada that there are small
towns where if you win the local lottery, you don’t get money to pay
off your mortgage. You don’t get a boat. You don’t get a new house.
You get a trip to the family doctor.

One in six Canadians, according to the government’s own statis-
tics, are actively looking for a family doctor and can’t find one, the
shortage is so severe.

Even the Supreme Court of Canada—arguably, by the way, one
of the most liberal supreme courts in the western world—wrote in
a decision, writing for the majority, according to the chief justice,
that access to wait lists is not access to health care.

The Canadian system rations. The British system rations. The
Swedish system rations. Right across the board, you see the same
thing—not according to my statistics or right-wing think tank sta-
tistics; according to even their government statistics.

Now, the question is, is any of this relevant today? And Mr.
Stark has suggested that it is irrelevant because we are just talk-
ing about a public plan. But a public plan would inevitably lead to
a government plan, and inevitably lead to a further skewing of the
field, 120 million Americans taking up public insurance, and ulti-
mately you are well on your way to a Canadian-style system. That
is the danger.

Look north of the 49th parallel, and you don’t find a compas-
sionate system. You find people waiting, and to use your words, in
some cases dying.

Mr. HERGER. Thank you. On a different issue, competitive effec-
tiveness research, if done right, can be an important source of
trustworthy information for patients and doctors. I am concerned,
however, that if it is done wrong, it could take us down the path
of countries like the U.K., where government agencies get in the
middle of the doctor-patient relationship and decide whether or not
to cover a medical treatment based solely on its cost.

I have introduced bipartisan legislation that would prohibit the
Federal Government from using competitive effectiveness research
to make cost-based coverage determinations, while also ensuring
that research is conducted transparently and with adequate oppor-
tunity for public comment.

Dr. Gratzer, do you believe it is important for health reform leg-
islation to include these kinds of safeguards to protect the doctor-
patient relationship?

Dr. GRATZER. Absolutely. I am a huge believer in studying
what is effective and what isn’t. You know, in my other life I am
a practicing physician. As a psychiatrist, I tap the CATIE study
funded by the NIMH all the time. It was a direct head-to-head
comparison of different anti-psychotics. It literally influences my
practice every day. That is funding that worked and helped people.

On the other hand, one must be enormously careful not to follow
the examples of countries like Britain, where you have a committee
of really smart, well-meaning people who end up making decisions
that they ought not to. There is a right way of doing this and a
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wrong way of doing this. I fear in the stimulus bill we took the
wrong tack. But I applaud your efforts and the bipartisanship it
has enjoyed. That is the right way we ought to do it.

Health care is a black box. We are power consumers. No matter
whether you agree with a single payer system or a government-run
system or, as you and I do, a more private system, we need to in-
form individuals more correctly—not through government rationing
committees, but through better information to consumers.

Mr. HERGER. Dr. Gratzer, again, thank you very much. I be-
lieve we all agree—Republican, Democrat, whoever we are—that
the system needs to be fixed. But it needs to be repaired and fixed
in a way that is going to make it better, not make it worse. So
thank you very much for your testimony.

Thank you, Mr. Chairman.

Chairman RANGEL. I would like to recognize a senior Member
of our Committee, Sandy Levin.

Mr. LEVIN. Well, we are having, I guess, a grand debate. So let’s
continue it.

Dr. Gratzer, in your testimony you say—I think you mean it hu-
morously—the honored scientific observation that if it walks like a
duck and it quacks like a duck, it is a duck. We are not talking
about a duck. It is a straw man.

I live next to Windsor. We are not proposing a Canadian system,
and there is no way we are going to allow the opponents of reform
to mischaracterize what we are proposing.

You talk about the rationing of health care in Canada or in Brit-
ain. One of the problems is, and we have a strong health care sys-
tem in some respects, but the present American system rations
health care. There is a horrible difference in the availability of
health care for Americans in this country. And we have a system
that needs reform.

I think you said you are a libertarian. You say it straight. Essen-
tially, you talk about the American system. That includes Medi-
care. You essentially would dismantle Medicare. I think you would.

You talk about price controls. We instituted some control of reim-
bursement costs for hospitals in Medicare. You would turn that
over to, essentially, competition without any government role. At
least that alternative is said essentially straight. But America has
essentially rejected it. They don’t think Medicare is a Canadian
system of health care.

So if there is any hope for a bipartisan approach, and I hope
there is, to reform our health care system, it will not be possible
if the main effort of those who oppose what we are proposing is
caricature. This is not a duck. That is a straw man.

And I want to say to Mr. Camp, it is true we do not at this point
indicate how we will pay for it. And you bring out a study—I don’t
know, really, its origin—about 3%2 trillion. We will see what CBO
says. But I don’t think that kind of a study should scare us into
inaction.

And you also mentioned the problem of where both the couples,
both work. You know, from Michigan, we should be sensitive to
that because we have had a system where both people work. Essen-
tially, one employer is paying all the costs for both people. And in
1993-1994, a plan that did not succeed attempted to address that.
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And I think it is important that we face up to the issue, but with-
out caricaturing what it is all about.

So Dr. Gratzer, you say that there can’t be fair competition with
government involvement. We will see. The reason that we have
proposed focusing on reform and then focusing on how we pay for
it is because the system needs to be revised.

The reimbursement structure today that we have in Medicare
and beyond for physicians is totally unworkable. It is totally un-
workable. And what our proposal does is attempt to begin to ad-
dress an unworkable system and an unfair system of physician re-
imbursement.

And those of us on the majority side want us to examine how we
go even further. And I think to say that a public plan is socialism
or is Canadian misses the point. We want a public plan in part so
that there will be more competition to address issues of reform.
That is one of the strengths of a proposal that includes an option
for a public plan.

Mr. CAMP. Mr. Levin, would you yield briefly? You used the
words characterizing your plan. I am just trying to find out what
it says.

Mr. LEVIN. I said caricature.

Mr. CAMP. Caricature. On page 115, it says, “The employer shall
make a timely contribution to the health insurance exchange if an
employee declines such offer but obtains coverage in an exchange.”

So my read of the plain language of the bill is that an employer
will be required to make that 8 percent. We can debate whether
that is the right thing to do. I think at this hearing we are just
trying to find out what does the bill do.

Mr. LEVIN. Okay. Let me take back my time. Let’s talk about
that issue without caricaturing the plan.

It is a problem where both work, and one employer is paying in-
surance for both. That is a problem. Let’s discuss this on a bipar-
tisan basis, whether the present proposal adequately addresses it
or not. But don’t caricature that provision or any other provision.

For you to come here and essentially say what we are proposing
is a Canadian system is dead wrong.

Chairman RANGEL. The Chair would like to recognize a contin-
uous service hero, Sam Johnson.

Mr. JOHNSON. Thank you, Mr. Chairman.

Ms. Pollitz, you state in your testimony, “Defining a national
standard for health insurance is crucial,” and that, “an essential
benefit package is necessary.”

I was wondering if you think the benefit package should include
acupuncture like they do in California?

Ms. POLLITZ. No. I think we could get by without that.

Mr. JOHNSON. No? Should it be required to cover the cost of
prosthetic devices, as it is in New Jersey and California?

Ms. POLLITZ. Yes. I think prosthetic devices are very important
for people with disabilities and would be needed.

Mr. JOHNSON. How about covering in vitro fertilization costs?

Ms. POLLITZ. I am not sure I have an opinion on that.

Mr. JOHNSON. Well, you know, a health insurance policy in
New Jersey costs significantly more than a policy in the Midwest
mainly because of excessive mandates. And I am concerned that
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our government bureaucrats in D.C., who in this bill are tasked
with making decisions on what to include in an essential benefits
package, will include too many mandates.

Dr. Gratzer, isn’t it likely, by giving all this power to one indi-
vidual, they will succumb to the same pressures that landed New
Jersey into their high cost health coverage situation?

Dr. GRATZER. Or New York or so many States. You know, I
walk out of the think tank in New York City, and if I wanted to
buy a policy out of the individual market, I would pay three times
more for a policy, as you know, than I would if I took the Metro
north 45 minutes to Connecticut. Three times more for a policy
that covers basically the same stuff for me.

So absolutely, these mandates, built with the best of intentions,
drive up costs. And we see them right across the United States.
And the danger with a health insurance exchange with some czar
of regulation is that we just keep adding and adding and adding
until we get to the point, like New York State, where you have the
most fair and equitable policy available. Just no one can afford it.

Mr. JOHNSON. Yes. You are right. But, you know, we could
have a health czar that could solve all those problems. Right?

Ms. POLLITZ. Mr. Johnson.

Mr. JOHNSON. Yes.

Ms. POLLITZ. I just wanted to correct one thing for the record.
Health insurance in New York and New Jersey is more expensive
than in most other States because those two States require health
insurance companies to sell coverage to people and to leave cov-
erage with people when they are sick. And in all other States in
the individual market, that is not the case. The pool excludes peo-
ple who are sick.

I live in the State of Maryland, which is recognized as being the
champion State of health insurance mandates. I believe we have
more in Maryland than any other State. And yet individual policies
are much cheaper in Maryland than they are in New Jersey, again
for that very same reason

Mr. JOHNSON. Private insurance.

Ms. POLLITZ [continuing]. That sick people can’t buy the cov-
erage.

Mr. JOHNSON. Private insurance, though.

Ms. POLLITZ. Yes. Private insurance.

Mr. gOHNSON. Oh, okay. But we are about to overturn that, are
we not?

Ms. POLLITZ. Yes. I hope you are.

Mr. JOHNSON. Dr. Gratzer, your experience in the Canadian
health care system seems to suggest reform that focuses on guaran-
teeing coverage. And it won’t necessarily produce a quality health
care delivery system. And your testimony also speaks to the fact
that Canadians can’t find a family physician, and those that do
often face long waits if they need followup care. And I am told also
that in Canada, some lottery winner accesses a physician.

You know, I am not sure that this type of system, and I think
we are having trouble in this country, too, finding primary care
physicians. Would you comment?

Dr. GRATZER. Well, undoubtedly there are problems with pri-
mary care access in the United States. Emergency room care also
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is problematic in terms of overcrowding. But in our efforts to
achieve better reform, we should be careful not to end up wors-
ening the system.

There is no plan right now put forward by Congress for single
payer option before this Committee. And yet when you are going
to suck up 120 million people out of private plans and put them
iinto a government system, I fear that is the road we are going

own.

I know that your colleague is very concerned that I would take
apart Medicare were I to be elected President. And for the record,
because of constitutional limitations, I will not be running in 2012.
But it doesn’t matter what I am going to do because who cares
what I really want to do? The question is what you guys are going
to do because you are in this important, august Committee and be-
fore Congress.

And what you should be careful of is looking at this temptation
of government and expanding Washington’s reach because inevi-
tably, you get to systems like you see in Canada or Britain or
across western Europe.

Canada, incidentally, didn’t start with a single payer system.
Canada started with hospital construction grants in the 1950s, and
then hospital insurance in the 1960s, built, by the way, to compete
against private plans; and then physician reimbursement in the
1970s. And then finally, in 1984 because costs kept rising and so
many people were in the public system anyway, they just went out
and banned private coverage altogether.

That is the path that I fear Congress is starting to walk down
with this draft legislation, sir.

Mr. JOHNSON. I agree with you.

Thank you, Mr. Chairman.

Chairman RANGEL. It is amazing how the language in opposi-
tion to this bill is basically the same language that was heard with
Medicaid and Medicare: Keep government out of it. And now it has
proven to be one of the most efficient delivery of services.

No one understands this problem better in the Congress than Dr.
Jim McDermott. And I thank him for the great contribution he has
made over the years, and I know he is thankful that the moment
has come to change the inequities. Dr. McDermott.

Mr. MCDERMOTT. Thank you, Mr. Chairman.

The President has said that cost is the real problem here. Access
is much easier to deal with than controlling costs. And I want to
talk to you, Dr. Quentin Young, who I have known for not the
whole 61 years you have practiced medicine in Chicago, but cer-
tainly a whole lot of them.

And one of the things you said was that you thought that this
plan that we have before us would put the sick people in the gov-
ernment option and leave the healthy ones for the private insur-
ance industry.

Now, we built in guaranteed access so anybody can get into both
a private plan or the public option. We said there can be no exclu-
sion for preexisting conditions in either the public plan or the pri-
vate plan.

How do you think the insurance companies will push the sick
ones, as they do presently—how are they going to get around this
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bill and push the sick ones into the government plan and leave the
healthy ones who pay premiums but don’t get any benefits?

Dr. YOUNG. Well, the recent history, I mean, the last 20 or
30—

Mr. MCDERMOTT. Hit your button.

Dr. YOUNG. Thank you very much. The recent history of our na-
tional experience with private insurance is the answer to your
question. Private insurance has legendary skills in turning any sys-
tem to their selective advantage. Speaking of Medicare, a superb
achievement and still the brightest star on the insurance horizon
in this country, nevertheless it has been compromised by the insur-
ance skill, sometimes aided with congressional bills.

They have such things as Medicare Advantage. As you are prob-
ably aware, the President has said he wants to end that scam,
which briefly creates a separate pool with a 12 percent subsidy per
capita. And the insurance companies have dramatically been able
to attract people who are under the Medicare average as incoming
patients, and people when they leave the plan remarkably are
much higher than average and they go to the public side.

I would describe Medicare Part D, the so-called drug benefit,
which is a catastrophe for people who need to buy a lot of drugs,
as an example of the big PhRMA creating its tentacles around a
much-needed program. It was tragic that Medicare enacted in 1965
was a spectacular breakthrough, but remarkably it had no drug
benefit. And I think that was an industry that was able to influ-
ence the legislation at the time.

So my answer, Congressman, is that they are good at that and
they will continue to do it. And I want to expand a little bit in an-
swer to your question. The problem in this country is not govern-
ment medicine. It is private insurance. And private insurance isn’t
health. It is a business. And it is remarkably skilled. Everybody
knows we are talking about one-sixth of the whole gross domestic
product.

And let me give another figure that doesn’t seem to be coming
up here. We are spending twice per capita, something in the neigh-
borhood of 8,000 per person in this country, for our health system,
despite the fact that we have, as we all know, 45 going on 50 mil-
lion uninsured.

And I hasten to add, before somebody adds for me, that that
doesn’t mean they don’t get any care. Indeed, they frequently get
very expensive care in the ER. But the point is they are not cov-
ered. And 50 million more are underinsured.

And we have—the other nations of the world, which I am not
their representative but I have to defend them, the achievements
of everyone in the countries that have been revolved for govern-
ment medicine are spectacular and much more popular with their
nation.

The Canadians, for example, when polled, 96 percent prefer their
system to the American system, which they know. The border is
very porous. As Congressman Levin would point out, they know
what they have and they know what we have, and they like theirs
96 to 4. People have pointed out 4 percent is the same percentage
of Canadians who think Elvis Presley is alive, but that is not——

Mr. MCDERMOTT. Can I get you to focus on one other issue?
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Dr. YOUNG. Please.

Mr. MCDERMOTT. And that is how does a single payer system
control costs? Dr. Gratzer says that the Canadian system ulti-
mately was—the costs were getting out of control, and so ulti-
mately they passed the umbrella law in Canada to control costs.

Dr. YOUNG. Well, I think single payer is the only arrangement
for payment that allows you to control costs. As is well known,
there are great variations in activities of doctors, good faith and
not in good faith—too many operations, not enough operations, de-
pending on the incentive.

The single payer system, because everything is paid for through
a single payer, identifies doctors’ practice patterns. And that is
used as a guide to best practices, not Big Brother standing over you
repeatedly saying, you can or cannot do this. Usually that is as-
cribed to the British system, erroneously or dishonestly.

But when you have control of all the transactions, which is by
definition what a single payer system does, you can see abnormali-
ties. And there are, Congressman, huge variations in this country
that can’t be explained rationally by the various public health
areas of this country. I think there are 11 of them.

There are variations in, for example, hysterectomy, as three is to
one. Now, some may be doing too many; some may be doing too lit-
tle. But best medical practice has to be sought. The single payer
system allows you to identify these patterns.

And the great tradition of medicine, going all the way back, of
using experience to define behavior can be implemented because
you have the knowledge. In a multi-payer system with the variety
of inhibitions and other distortions of utilizations, you don’t know.

And as a result, we American people don’t—despite the fact that
yes, ours is the best in the world when you can get it, there are
tens of millions of people that can’t get near that best. And that
is why we are here and you are here.

But I want to, if I may, as an extension of my answer, end the
myth that private is good and public is bad. It ill behooves the Con-
gress, who enacted it, to neglect the superiority of the NIH, for ex-
ample, the best system in the world for stimulating research, and
is the reason for America’s primacy in biomedicine.

And indeed, the VA system, which now sets the standards for
quality for the whole world, and I would add military medicine,
with its mission defined, it is fantastic the achievements they have
been able—these are all government medicine. For the naysayers,
I would like them to find whether they want to abolish VA and
Medicare.

And so my experience, those 61 years you were talking about, by
and large the private control of finances is bad. I can’t name a sin-
gle improvement that is a result of putting health insurance in the
hands of the private sector.

So I would plead that this Committee have an orientation that
seeks to bring health care to all the American people at the best
price, and even if it means bucking against right-wing criticism of
government medicine. Thank you.

Mr. MCDERMOTT. The Chairman is being more than generous.

Dr. YOUNG. I know. And I have been generous, but I have been
outnumbered.
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Chairman RANGEL. Thank you. Thank you so much for your
contribution.

The Chair would like to recognize Mr. Ryan, who has authored
a bill to attempt to deal with this problem.

Mr. RYAN. Thank you, Chairman.

A couple of points I think we ought to dig into in this Committee.
And hopefully we can have some more hearings on this because
this is obviously probably the most important subject we are going
to tackle here this year.

The one point is, we oversee Medicare in this Committee, and the
trustees have just told us that Medicare right now has a $38 tril-
lion unfunded liability. So we can talk about how efficient that sys-
tem is. The system is going broke in just a few short years. And
if we want it to be there for the generations alive today, we would
have to literally set aside $38 trillion invested at Treasury rates in
order to pay the bills for Medicare.

And the question we ought to be asking ourselves is: Are we cre-
ating a new program, a new entitlement program, that will rival
the size and liabilities of Medicare? And what is unfortunate about
this debate is we are not going to get scores outside of the 10-year
window.

Yes, we will probably in a number of days get scores from CBO
and Joint Tax showing us what this thing will cost in 10 years. But
they are not going to give us—and we have already been asking for
them—they are not going to give us scores of what it will cost in
the out years.

So I think it is just a point worth making because we ought to
know what kind of liabilities we are creating here and what kind
of new entitlement this will be in its size.

The second point, and I would like to get into something with
you, Dr. Gratzer, is I will take my colleagues at their word that
their goal here is not to create a Canadian-style or a British-style
system. Unfortunately, just looking at this bill from an actuarial
standpoint, from a mathematical standpoint, I believe it is impos-
sible to conclude that this does not create such a system. And here
is why we believe this point.

No. 1, a public plan as designed in this bill has such a stacked
deck, has such a huge competitive advantage over the private sec-
tor, it is impossible to conclude that the private sector won’t buckle
under this kind of a confrontation.

What are the advantages? Well, the public plan doesn’t have to
pay taxes. The private sector does. The public plan gets to dictate
the prices it pays to providers. We are going to cut Medicare by,
I don’t know, $4 or $500 billion, and then pay 5 percent above that
for 5 years, and then Medicare after that. The private sector
doesn’t get to dictate its prices it pays to providers.

And the other issue is the private sector does have to have cap-
ital reserves set aside. The public plan doesn’t have to do that. The
private sector does have to pay for and account for its employees
and their benefit and wage costs. The public plan does not have to
do that.

So there are enormous, enormous advantages. It is kind of like
my 7-year-old daughter’s lemonade stand competing against
McDonald’s. It is an impossible stacked deck whereby actuarial
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firm after actuarial firm, expert after expert, are telling us what
is going to end up happening here is the private sector will not be
able to compete with the public plan.

And remember, the people who decide for the most part who gets
health insurance in this country are the employers. Individuals
don’t choose this. Employers choose this. And most people in this
country like their employer-sponsored care. Most people would like
to keep what they have.

But the talking point, that if you like what you have, you can
keep it, just doesn’t add up when all these actuaries are telling us,
an employer faced in a situation of ever-higher-growing prices for
their private insurance, because of the overwhelming advantage of
the public plan, will be faced with.

Pay the 8 percent payroll tax that is indexed at inflation, which
is predictable—they can budget for that—or pay this unpredictable,
ever-higher-growing private health cost. And what are all the em-
ployers telling us? They are going to dump their people on the pub-
lic plan. And that is what the actuaries are telling us. All of the
actuaries are telling us this.

So it is not a number. It is not a measure of whether it is going
to be 120 million people or 64 million people or 23 million people.
What it is is people are going to get dumped onto the public plan,
and we will have a new program which will rival the size and li-
abilities of Medicare.

And my question, Dr. Gratzer, is this: If the intention of this
thing is not to have Canadian-style health care today, the clear tra-
jectory of this plan is that it will be Canadian-style health care to-
morrow. And the authors of this claim that this is better to get our
hands on health care costs.

So in the out years, we are worried. Medicaid, Medicare, and
then this new entitlement which I don’t think we have a name for
this yet, will be so expensive we are going to have to contain costs
in order to, you know, make sure that the next generation doesn’t
get swallowed up in debt and high taxes.

And my question is this: Under those models, do they contain the
costs? I mean, we know rationing is the method of containing costs.
But even with all of this rationing, even with all of these waiting
lines, do they actually achieve the cost containment that these
goals are intended to achieve?

Dr. GRATZER. Congressman Ryan, you ask a great question.
Undoubtedly we are concerned about cost inflation of the private
system in the United States, but also the public system in the
United States.

I would point out, though, when you look across western Europe
and you look across Canada and their experiences with public
health care, one finds cost containment isn’t as great as one would
assume. I will throw out some numbers, and you will find them
also in my written statement.

Ontario’s health budget is growing by 7 percent over the next 3
years, Quebec 6 percent. In Britain, I will say 60 years of data
where health inflation has outstripped real inflation by 3 percent,
on average, every year. In Ireland, my last statistic, one finds that
they actually had de-inflation this May of—they had 3.5 percent
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de-inflation this May, and yet health costs are growing at an
annualized rate of 4.5 percent.

My friend Shakira Delmia has done 30 years’ worth of analysis,
and suggested at best a mixed picture on public containment of
costs. But you still have the rationing, the waiting lists, and the
lack of availability of modern care.

Mr. RYAN. Medicare is at 6%, Medicaid is at 7%2. Thank you.

Chairman RANGEL. Well, I think all of you have done a pretty
good job of trashing the health care system in Canada and in Ire-
land and in Europe generally. But by unanimous consent, I would
like, Mr. Ryan, to introduce a solution for the record because one
of the things that we need is to find out, if not this bill, what?

I would like to recognize Mr. Neal. But before I do, I want to
make it clear that we have a vote on the floor, and the Ranking
Member and I agreed that to the best we can, we will keep the
Committee going and rotate. And since this is a single vote, those
who want to go and come back, this would be the right time to do
it.

And Mr. Ryan, would you like to start your testimony or vote or
whatever?

Mr. NEAL. We share a similar background, Mr. Chairman, but—
Mr. Neal and Mr. Ryan. You called me Mr. Ryan.

Chairman RANGEL. I am so sorry.

Mr. NEAL. I was just about to give him a bad time, and he left.

[Laughter.]

Mr. NEAL. Thanks, Mr. Chairman. I find it ironic that our
friends on the other side all of a sudden profess this newfound in-
terest in adding to the deficit. Their Medicare legislation in 2003
added $500 billion to the deficit. Two point three trillion dollars of
their tax breaks for wealthy people were added to the deficit.

The war in Iraq is headed toward a trillion dollars added to the
deficit, much of it borrowed money. And for them to complain today
all of a sudden with this newfound conscience of debt spending I
think falls by the wayside under the magnifying glass of critical
analysis.

Let me, if I can—because a couple of you have mentioned Massa-
chusetts—let me give you the framework, as an architect might.
The Massachusetts plan was proposed by a Republican Governor
who launched a campaign for President in some measure based
upon that plan; a legislature that is—I think there are four or five
Republicans in the State Senate. There are 19 in the House of Rep-
resentatives out of 160. But the Governor did it with a Democratic
legislature.

The plan was blessed by Senator Kennedy, whose credentials on
that I think are unrivaled in the Congress. And there have been
some bumps. I don’t think anybody would argue with that notion.
However, it has been well met by business, labor, and advocates
across the State. And in fact, the argument might be made, I think
with accuracy, that the uninsured part of the population has de-
creased dramatically, the suggestion being that there is some skin
in the game for everybody.

So with that, Ms. Pollitz, could you perhaps give us some
thoughts about that plan based on your knowledge?
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Ms. POLLITZ. Well, John and his colleagues have studied it far
more closely than 1.

Mr. NEAL. Let me go back to Dr. Holahan, then.

Ms. POLLITZ. But it is a terrific success, what has been accom-
plished in Massachusetts. It is 3 years in the making. There are
certainly still some growing pains. Not every problem has been
worked out, but the State has achieved a coverage rate now of 98
percent.

Employer-sponsored coverage has increased. Individual responsi-
bility, individual purchase of coverage, has increased. They have
expanded public programs and created new subsidies for private
coverage similar to what is in the draft bill today. People are over-
whelmingly supportive of the program and are willing to do their
part, and have really kind of stepped up to make it work as well
as it has, which is most impressive.

Mr. NEAL. About 97 percent of the people of Massachusetts are
covered right now.

Dr. Holahan, would you comment, please?

Mr. HOLAHAN. I think Karen covered the most important
things. I think there is a set of surveys that have been done annu-
ally that have tracked what has happened, and they continue to
show reductions in out-of-pocket costs and burdens that families
are facing and improvements in access on almost all measures.

And so I think in addition to gaining coverage, I think on other
things that you care about in terms of measuring the success of a
program, Massachusetts has done quite well.

In the early years, there was a jump in costs that was alarming
to a lot of people. But a lot of that was explained by the fact that
sicker-than-average people were the first to join; that the people
who were fully subsidized as opposed to partially subsidized were
the first to join; and they miscounted the number of uninsured low-
income people they are dealing with because of survey issues.

But I think that has generally slowed down. I think the State
does face long-run cost issues that they are going to have to wrestle
with. But, you know, on balance it has been a big, big success.

Mr. NEAL. Thank you.

Dr. Gratzer, would you list Medicare as one of the maybe top 20
legislative accomplishments in American history?

Dr. GRATZER. I think Medicare did an enormous amount to
help elderly Americans.

Mr. NEAL. Would you say that it was successful?

Dr. GRATZER. I would say that aspects of it have been enor-
mously successful, though there are cost problems today and there
are cost problems around reimbursement and other aspects.

Mr. NEAL. During your medical training, did you receive any re-
imbursement under graduate medical education from Medicare?

Dr. GRATZER. I actually did my training in another country, sir,
i@o t{le answer would be no. But many of my colleagues did, abso-
utely.

Mr. NEAL. Would most of your colleagues professionally have re-
ceived some benefit under Medicare under GME?

Dr. GRATZER. I would suspect all of them did.

Mr. NEAL. I didn’t say that. I said would most of them.

Dr. GRATZER. I suspect all of them, yes. I agree.
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Mr. NEAL. Okay. How would you handle the GME portion of
Medicare now?

Dr. GRATZER. I think that is a topic for another day. And I am,
to be blunt, not a Medicare expert. But I would suggest that both
in the public system and the private system, we have enormous dif-
ficulties.

We see costs rise in both systems, costs that are unsustainable.

Mr. NEAL. 1 acknowledge that. My point is that Medicare has
been transformative. It has changed the way tens of millions of
people have lived their lives.

Dr. GRATZER. Absolutely.

Mr. NEAL. Overwhelmingly for the better, I think you might ac-
knowledge.

Dr. GRATZER. Absolutely.

Mr. NEAL. Thank you, Mr. Chairman.

Chairman RANGEL. I would like to leave on that positive note,
but Doctor, you have made it clear that we haven’t impressed you
with our health reform plan. Has there been any Republican plan
offered to you to study that you would think could do a better job?

Dr. GRATZER. I think there are a few proposals out there that
I like. And I don’t think that there is one plan that necessarily ex-
cites me. I think plans, particularly bipartisan plans, that look at
prevention and wellness excite me.

Chairman RANGEL. Could you tell me the author? Is the Repub-
lican leadership supporting any one of these plans that you find to
your liking?

Mr. NEAL. There are aspects of different plans I like. I mean,
Congressman Ryan’s plan about a tax credit I think has some
worth in it. I think on the Senate side, Senators Bennett and
Wyden have some exciting ideas that they are conveying.

Chairman RANGEL. Well, with all due respect to the Senate, I
really was trying to think of the House of Representatives because
right now we don’t have much competing in terms of a health pro-
gram before us, even though we are getting more than our share
of criticism.

So since you and I are from New York, if in the course of your
thinking that you think there is something that we could improve
upon, I look forward to meeting with you in New York and see
what we could do.

Dr. GRATZER. 1 would be excited to draft something with you.
But as I suggested before, I think we need some policy reform
around health, not just health care. I think we need some regu-
latory reform to increase competition on insurance companies. And
I also think we need some tax reform that doesn’t—a system that
won’t discriminate against the self-employed and the unemployed.

Chairman RANGEL. That goes unchallenged. The thing is, how
do we get together and do it?

Mr. Linder, thank you so much for your patience, and I welcome
the opportunity to allow you to ask questions.

Mr. LINDER. Thank you, Mr. Chairman.

Ms. Pollitz, you referred to the Massachusetts model being quite
a success. Still have some problems to be worked out. The States’
overall costs on health programs have increased 42 percent since
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2006. For an individual earning $31,213, the cheapest plan in Mas-
sachusetts can be $9,800 in premiums and out-of-pocket costs.

The longest wait times in Boston to see a physician, almost 50
days. Double the costs of—double the time of Philadelphia. The
government-run Medicaid plan, MassHealth, denied the highest
share of medical claims in the State, four times more than the pri-
vate plans denied.

It has not reduced the rate of adults seeking non-emergency care
in an emergency room. Both before and after reform, 15 percent of
adults and 23 percent of low-income adults sought care in an emer-
gency department.

Is that a success story?

Ms. POLLITZ. I think, Congressman, Massachusetts has been a
success story and they clearly have not solved all the problems.
Massachusetts is unique, I think, from most other States. They
have always had, even prior to reform, very, very high costs.

They have always had a particular shortage, I think, of primary
care physicians. Many of the best medical schools in the country
are located in Massachusetts, in Boston, and many of the best med-
ical schools around the country don’t even have a department of
family medicine. They are just kind of too good to train primary
care physicians.

So there have been some structural problems that are through-
out the Nation that have been particularly intense in the State of
Massachusetts for a long time, even leading up to reform. And they
still have not all been addressed.

I was on a panel yesterday with someone from the Common-
wealth Connector, who talked about how tackling the cost problem
is particularly difficult in that State, that the Boston area in par-
ticular is one where there has been not only a high concentration
of insurers but also a very high concentration of providers.

And the competition between, you know, concentrated providers
and insurers you would think would be kind of, you know, King
Kong vs. Godzilla and someone would be lying on the ground at the
end, but that is not the case.

Instead, the high prices are demanded by the providers and just
passed through by the insurers. And they haven’t yet been able to
get a handle on that. And what she testified yield was that if there
were a public plan option that were available in addition to the mix
of private plan options that they have made available, that that
might begin to change.

Mr. LINDER. Let me comment just briefly. But first of all, Dr.
Gratzer, do you have a comment on that?

Dr. GRATZER. I just want to add, you know, if you are sug-
gesting that costs haven’t been contained in Massachusetts, even
she has acknowledged that. I will just throw out a few figures in
terms of the rise in health insurance premiums between 2007 and
2009.

In Massachusetts, 7.4 percent, 2007; 8 to 12 percent, 2008; and
9 percent is forecasted for this year. Outside of Massachusetts, 6.1
percent, 4.7 percent, 6.4 percent for those same years.

I would point out for a family of four in Massachusetts, a health
insurance plan now costs almost $17,000. Nationally, it is closer to
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$12,500. Massachusetts has in no way, shape, or form contained
costs.

There are successes there, particularly, I think, for the self-em-
ployed and those in the small business coverage pool. But yes, costs
have just continued to rise.

Mr. LINDER. Thank you. I want to comment on the public plans.
We have had testimony before this Committee in the past that the
typical small business spends about 12 percent of their payroll on
health care costs. Some of the bigger companies with Cadillac plans
spend as much as 14 to 18 percent of their payroll.

We hear a lot of talk about choice, options. And the President
says, if you like your program today, you know you will have to
give it up. But we don’t have—our citizens don’t make these
choices. Their employers do. And if the employer can pay 8 percent
instead of 14 percent, my guess is he is going to put the people
on—in fact, that is what they tell us. They will move their people
to the public plan, and there will be no choices left at all.

I don’t know why this is considered such a good option. Dr.
Gratzer.

Dr. GRATZER. I agree.

Mr. LINDER. Thank you all. Thank you, Mr. Chairman.

Chairman RANGEL. Thank you.

The Chair recognizes Mr. Becerra for 5 minutes.

Mr. BECERRA. Thank you, Mr. Chairman. And I don’t know if
these charts are ready or not, Mr. Chairman, so I think I will just
quickly run through them.

But in something Dr. Gratzer said earlier, I wanted to just give
him some food for thought. I am sure he is aware of this already
because he mentioned Canada and Great Britain.

I am looking at a chart of the infant mortality rates of the lead-
ing industrialized countries of the world. And as I look at this
chart—I don’t know if we have it available, but this, CRS-54, if it
could be put up if we happen to have it; I don’t know if we do—
the industrialized country with the highest infant mortality rate of
those industrialized rates, Turkey.

After Turkey, Mexico. After Mexico and Turkey is the United
States. Well above Canada, well above the United Kingdom in
terms of the rates of infant mortality, in other words, children, ba-
bies, who die early. So our infant mortality rate is still very high
compared to the two countries you rail against, Canada and Great
Britain.

When you take a look at the deaths from medical errors per
100,000 people in the country, the countries with the worst record
of having people die from medical errors are Greece, Australia, and
in third place, the United States, well above, once again, the
United Kingdom and Canada.

And so once again, we seem to be doing worse than Canada and
Great Britain when it comes to the deaths that occur in this coun-
try simply as a result of medical errors.

When you take a look at mortality rates, how long do people in
our countries, respective countries, live, once again comparing
these industrialized countries, you take a look at the worst mor-
tality rate—or, excuse me, life expectancy rate of people.
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Turkey is least, has the lowest rate. So their average life expect-
ancy at birth is 71 years. There you see the United States at 77%%
years. Guess what? Once again, the United Kingdom does better in
letting people live longer than we do. And guess what? So does
Canada. And so—way up here. Canada is way up here. The U.S.
is way down here. And so perhaps there are reasons to rail against
what Canada and Great Britain do.

But I have to tell you, if you want to live longer, you want to
have a better chance of living when you first are born, or you want
to make sure you don’t die from some basic medical error, you may
be better off living in some of these other countries.

That is why, rather than come with a Canadian model or a Great
Britain model for American health care, we are coming up with a
uniquely American solution to that, which offers choice.

To the issue of choice, I guess it is in the terms of the private
for-profit health insurance companies because you seem to be say-
ing it is good to have competition so long as it is only on the terms
that the private insurance companies wish to have, but not to have
it on an equal basis business.

Because we talk about the fact that there are price controls.
Medicare, you said, Dr. Gratzer, is price control. I would tell you
that anybody who has a private health insurance company insur-
ance policy cannot go in and negotiate with that insurance com-
pany on what they wish to pay for a doctor or hospital. There are
controls that are put in place by those insurance companies that
doctors have to accept, hospitals have to accept, and certainly the
consumers who asked to have those insurance policies.

So I guess it is all in the definition, as I think the Chairman
tried to say with regard to the definition of what is fair. I think
most of us are going to try to make it so that it is not you. It is
not me. It is certainly not a private health insurance company that
is there for profit. And it shouldn’t be the government who deter-
n}llines your choice as a consumer. It should be the consumer’s
choice.

So if you have a lot of different options where the consumer
chooses which plan to select, then it makes no difference. If you
have an overly burdensome government plan, as you would like to
describe it, or if you have a very abusive private health insurance
plan, consumers won’t have to go in that direction. They can go
anywhere they want.

And so no one need fear being dumped, as some would say, into
any particular plan because it is not anyone’s choice where to send
that consumer but the consumer’s. That is hopefully what this
unique American solution to health care will provide us.

But Dr. Holahan, I wanted to see if I could ask you one question.
With regard to this choice, can you have real choice when you have
a private sector insurance system where in most geographical areas
of the country there is very little choice for consumers because
most areas of the country only have one or two health insurance
providers to begin with that offer coverage to Americans.

And can you really have choice if you shackle, as I think Dr.
Gratzer would do to the public health insurance plan, the oppor-
tunity to compete on a level basis, no advantage to the public
health insurance option?
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Mr. HOLAHAN. I think that is a good point. In many parts of
this country, there really is only one choice.

Chairman RANGEL. Doctor, I hope you might be able to submit
your answer in writing to the Committee. The gentleman from
California’s time has expired, and we have a very long, long day
ahead of us.

The Chair would like to recognize Ms. Brown-Waite from Florida
for 5 minutes.

Ms. BROWN-WAITE. Thank you very much, Mr. Chairman, and
I thank the panelists for being here.

When we look at the Ways and Means Committee, you would
think that we would be looking at ways and means to pay for this,
but when subtitle D says, “to be provided,” I just wanted to list
some of the suggestions thus far and get your reaction to them, if
anyone on the panel wants to jump in. One is tax your employer
for providing health insurance; two, tax your employer for not pro-
viding health insurance, tax you for owning health insurance, tax
you for not owning health insurance, tax you for spending your
money on health, tax you for saving your money for future health-
related expenditures, tax you for drinking soda and other sweet-
ened beverages, tax you for having an alcoholic beverage, tax you
for making charitable contributions, tax mortgage interest pay-
ments, increase personal income taxes, energy, pollution tax as a
part of the cap and trade taxes, increase taxes on American compa-
nies doing business overseas, increase taxes on domestic oil and
gas production, raise taxes on oil or natural gas obtained from the
Gulf of Mexico, raise taxes on domestic oil refineries, raise taxes on
drilling equipment, raise taxes on prescription drugs, increase
taxes on dividend income, and just last night I put—I have about
eight more. I will not go through them, but I can just tell you that
Americans right now in this economy are very concerned. Busi-
nesses in most of our districts are having their lines of credit
called, and when you are talking about this kind of additional tax
to cover this kind of health care when estimates are that if this bill
is passed, about 120 million Americans will lose their health care,
I do not see where this is a win/win situation.

I would ask—and I apologize, I do not—Ms. Pollitz, I will just go
from one end of the panel to the other end because I obviously will
run out of time, I would like to have your reaction to this?

Ms. POLLITZ. Actually, if you would not mind, Congresswoman,
I would defer to Dr. Holahan. I know they are doing some research
on options for funding health care.

Ms. BROWN-WAITE. Okay.

Mr. HOLAHAN. Well, that was a pretty amazing list. I think
some of those things have to be on the table. I think that what we
call sin taxes, I think a cap probably starting at least at a high
level on the employer exclusion and some of the other things that
you mentioned. And certainly we should exploit all the possibilities
for savings that we can, including trying to reform the way we deal
with chronic illness.

I just want to make a point because the issue of the cost of re-
form has come up several times. There is a huge cost if you do
nothing. We published a paper about a month ago called, “Health
Reform: The Cost of Failure.” If there is nothing—no reform, the
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number of uninsured could go up into the mid-60’s, 65 million
roughly in the worst case. The employer-sponsored coverage will
drop quite a bit. The number of people going on Medicaid will ex-
pand, that is a cost to government. The number of uninsured will
mean more uncompensated care that will have to be financed.

Ms. BROWN-WAITE. Sir, did you miss the part about 120 mil-
lion will lose their coverage under the proposed plan?

Mr. HOLAHAN. No, that is not possibly right. That is ridiculous.

Ms. BROWN-WAITE. That is not possibly right?

Mr. HOLAHAN. No, it is ridiculous.

Ms. BROWN-WAITE. You think it is ridiculous? Well, sir, I real-
ly think that employers will be dropping their plan because the 8
percent may be——

Mr. HOLAHAN. But they offer it now and they pay no penalty,
right?

Ms. BROWN-WAITE. If they offer it now, there is still a question
about if someone is covered by the spouse’s plan and also the per-
cent that they cover of the employee’s plan. So I think we need to
be very careful where we go with this.

Dr. Gratzer, I would like to hear your comments?

Dr. GRATZER. With the 120 million figure, by the way, that you
just quoted is not something, as you know, out of a right-wing
think tank or plucked out of thin air but was a Lewin Group anal-
ysis.

I would also point out that Professor Jacob Hacker, who really
came up with this idea of a public plan auction, he called it Medi-
care Plus, as you will recall, in fact had worked with the Lewin
Group about 10 years or so ago as he designed this specifically to
pluck more than 100 million people out of the private insurance
market. So to suggest that that estimate is wrong, it is designed
to compete with and overshadow eventually the private system.

Now, as for your list of taxes, I would simply say that we are all
concerned about health costs. It is curious how much more we need
to spend and how much more we need to tax to get those costs
under control. Needless to say, I share your bias, we need a more
focused plan, a plan that directly helps the uninsured who need
help, and a more innovative plan, for instance with uncompensated
care, trying to get over to the States to let them innovate. But cer-
tainly spending so much money that even Paul Klugman says,
“Well, it is not as much money as the Bush tax cuts,” is hardly a
great plan for us to endorse.

Ms. BROWN-WAITE. Thank you. I see my time has elapsed.
With that, I yield back my time.

Chairman RANGEL. The Chair recognizes Lloyd Doggett of
Texas to inquire.

Mr. DOGGETT. Thank you, Mr. Chairman. Just picking up right
there, we are spending over $2 trillion on a health care system now
that leaves many Americans out, and we are proposing to add, in
order to ensure more Americans are covered, another %100 billion
a year to that system and to finance much of that by squeezing
some of the inefficiencies out of the existing system. That is hardly
spending gone wild.

The notion that compassion is a distinguishing characteristic of
the American health care system is a fantasy. For those people who
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lack insurance, they do not find much compassion in our current
system. There is an estimate that 22,000 people died in America
last year because they did not have health insurance. The notion
that delay would be a feature of our system because of the changes
we propose in this legislation ignores the fact that delay is a major
characteristic of the current system.

The American Cancer Society has estimated that an individual
who has cancer and no insurance has a 60 percent greater chance
of dying in America today because of the “compassion” that is in
the American health care system.

And, of course, one of the hopes that we have with a public plan
is to squeeze some of the inefficiency out of that system, which has
more people in the American health care system today who are not
providing health care themselves directly than those who are pro-
viding health care and a significant number of people who spend
every waking hour of their day trying to find a way to deny health
care to someone else.

Recently, we had testimony here in Congress that three major in-
surance companies continue to engage in the practice of recision,
a practice where people who are paying their health insurance pre-
miums incur substantial bills and find out that their insurance
company has dropped them. That is “compassion” in the American
system.

As far as independence is concerned, I am reminded of a con-
versation I had out in south Austin with my constituent, Laura
Stager, who said, “My husband is entrepreneurial and wants to
own a business, but he tells me it would be irresponsible for him
to form his own company because we would lose our health insur-
ance.” That is the independence of forcing people to stay where
they have insurance even though that may not be the most produc-
tive use of their resources and their talents.

I had another constituent, Mark Seefgan, talk to me about what
is happening to his small business and the difficulty of dealing
with a huge bureaucracy within the insurance industry that seems
to be bigger than anyone could imagine in Canada or anywhere
else in terms of the challenges to a small business and how it is
hard to explain to his employees that they just got a $200 increase
in their pay but Blue Cross took all of it in increased health insur-
ance premiums.

Are these problems, Ms. Pollitz, that my constituents face in
Austin, Texas and in other parts, do you find the same kind of
problems in other parts of the country?

Ms. POLLITZ. Yes, sir, and that is how the private insurance
market competes. That is not compassion, that is competition in
the private insurance market. I was at that hearing on rescission
last week, and just yesterday, the Governor of Connecticut vetoed
a bill that was passed in her State legislature to limit the rescis-
sion practice. And the reason she vetoed it was she said that would
raise premiums, and so we need to let that practice continue be-
cause that is what keeps health insurance cheap.

Clearly, we cannot continue to let health insurance compete in
that way. There has been a lot of talk about a level playing field,
we do not want to be on that playing field anymore. In that playing
field, the house wins every time. And we need to compete on the
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basis of compassion. We need to put a plan in place that is oriented
toward patients and not profits and stimulate the market to com-
pete in that direction.

Mr. DOGGETT. Dr. Holahan, if we just pour more money into
the system that we have now, that permits rescission and this kind
of activity, and do not have an effective, meaningful public plan,
will we really have any reform of our health care system at all?

Mr. HOLAHAN. I think you could have some but the kind of in-
surance reforms that this bill calls for, it would improve things a
great deal. I think the bigger problem is what I talk about in my
testimony, the lack of true competition. And if you go back to the
Massachusetts problem, the costs are growing at levels that they
are not going to be able to sustain but it is because of a very domi-
nant hospital system, a very dominant insurer, and the way they
negotiate with each other. And that problem exists around this
country.

Mr. DOGGETT. Well, what is it with all these people who are
always here telling us in the rhetoric, “Government cannot do any-
thing efficiently, government is broken,” that they fear something
like a Medicare plan that does not pay Medicare rates as one alter-
native to compete with these private insurance companies?

Mr. HOLAHAN. I think it fails typically to recognize what really
goes on in the market. And the idea that we should not have price
controls because the private system can negotiate all this, that is
what we have today. If you are in one market and you are a strong
insurer, and there are a lot of hospitals with very little leverage,
you get one outcome from those negotiations. If the opposite is true,
that you have a strong hospital and many insurers or an insurer
without enough leverage, you get a very different outcome. Negotia-
tions simply are not working unfortunately. As an economist, I
would prefer to have the market work. No one can say that these
markets meet the conditions that you expect to get, the efficiency
that you would expect to get out of competitive markets. It just
does not exist.

Mr. DOGGETT. Thank you.

Chairman RANGEL. Thank you. The Chair recognizes Mr. Davis
of Kentucky.

Mr. DAVIS OF KENTUCKY. Thank you, Mr. Chairman. Just
one comment that Dr. Young made before going on with the ques-
tions, he made the statement that the only way to control cost is
a single payer system, well, the mathematics simply do not work
on that. We have proven that in defense contracting here in the
United States, that the single contractor will ultimately drive costs
and overhead and likewise the former—our former opponents of the
Cold War learned that single State systems did not tend to deliver
quality, they ended up limiting capacity.

I am very concerned, and what I think many of us are really
struggling with here today is that we do not have the facts on this
bill, and we have been told this will be likely our only hearing. And
we are talking about entirely changing the framework of health
care in America with no debate of any substance other than we
think this is great.

This appears to be reform in name only because the actual deliv-
ery cost drivers are not being touched at all. We are not going to
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reform the CMS process and dramatically compress it, which we
could do to improve quality. We are not touching true insurance re-
form on the process for how pooling is controlled. And liability is
not on the table at all, which drives a huge portion of costs.

Do any of you have any idea how much this could cost, even an
approximate number, a range? Ultimately, we have to pay for this,
nothing is free, and since you are not going to actually tamper with
the system because you are convinced that the CMS is to make
Medicare basically the dominant market player here, how are we
going to control costs? We are mandating increases in taxes, and
we are mandating reduction in payment to providers without deal-
ing with the core engine. How much will it cost?

Mr. HOLAHAN. Are you asking us to make a cost prediction?

Mr. DAVIS OF KENTUCKY. Yes, just as a group. You all have
advocated this, I am just kind of curious how you actually pay for
it? I think the talk of compassion also has to be done with realism.
In Greek it means to “suffer with.” And I think that if we are going
to suffer with and come alongside the thousands of people, who
many of us help in our offices, we have to get down to a legitimate
understanding of the nature of the cost.

Dr. YOUNG. Well, I will take a percent at that. Presently, we
have about a 38 to 40 percent add-on by the bureaucratic practices
of the private insurance that add nothing to the health care of the
people, and indeed I think aggravates their problem. Recovering
that money in the single payer system would be a giant step for-
ward for cutting costs.

I would like to add to the list the Congressmen and women have
made, that we have two big increases in health care needs and
costs in the form of aging of the population and increasing bio-tech-
nical skills, which are costly.

Mr. DAVIS OF KENTUCKY. Okay, I would like to reclaim my
time, Doctor, just because it is limited today. Still nobody has actu-
ally answered the question with a number, and I believe the reason
we cannot answer the question with a number is there are no true
metrics that are framed. All of this at core has been wrapped
around the existing government system. Do any of you know how
many more Americans will be covered under this bill when you ac-
tually factor in the millions estimated to lose employer-sponsored
coverage? Are there any numbers there?

Ms. POLLITZ. Mr. Davis, I am sorry, I am not a budget esti-
mator and I cannot answer those questions, but I would suggest
that there are very specific metrics in this bill and that those
should be—when the CBO finishes its work, they should be able to
give you——

Mr. DAVIS OF KENTUCKY. The initial CBO scoring on a sister
piece of legislation was well over $1 trillion for about the first quar-
ter of the bill. I am just concerned that you all were propounding
the benefits of this without laying out a true cost before the Amer-
ican people. And I know many in my district that would either lose
coverage or not be covered in the language that this is written.

Without the basic facts, how can you come here today to support
a bill and tell us it is going to lower costs and increase access when
those fundamental answers are not there? That would be unaccept-
able in a business system. It would be unacceptable from any type
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of appropriation from a contracting standpoint too because of the
precision that is required in those areas.

Dr. Gratzer, do you have any thoughts on this?

Dr. GRATZER. Well, if you are advocating a CBO scoring before
you vote on it, I am on your side. I think we have to be very cau-
tious about this. I think that we can all agree there are problems
with American health care. On the other hand, (a) I have signifi-
cant issues with the way they are going about reforming it. It is
not just that the government plan would be price controlled, but I
do not see government’s role as providing competition in general to
the private sector. I don’t particularly like my cell phone, but I do
not think that the goal then should be or the proposal should be
that the Federal Government create a new cell phone company to
compete with existing providers.

But, second, I think cost is a huge factor. And if you look at some
of the preliminary scoring, we are talking about well over $1 tril-
lion and still we would have uninsured and still Medicare and
Medicaid remain fundamentally the same.

Mr. DAVIS OF KENTUCKY. My fear, Mr. Chairman, is that this
legislation is actually going to hurt the most those who it is de-
signed to help based on the economic realities of this. And with
that, I yield back my time.

Chairman RANGEL. Thank you. But I would just like to make
it clear, and I think everyone is in accord, you cannot say how
much it is going to take to pay for it until we have the Congres-
sional Budget Office give us the numbers. And then we will have
to determine how we are going to pay for it, and we are not pre-
pared to do it for now. We are not going to ask you to vote for a
bill unless it is fully paid for.

Mr. DAVIS OF KENTUCKY. Mr. Chairman, may I respond?

Chairman RANGEL. Yes.

Mr. DAVIS OF KENTUCKY. dJust respectfully I do not under-
stand how we can do a capital plan for the country without actually
understanding the magnitude of the capital required before we
begin to set priorities by effectively approving legislation and then
determining how to pay for it afterwards.

Chairman RANGEL. Your questions are right on point, but there
is no bill before us to mark up. And we will have answers for you
when we ask for your vote. Right now, we are just trying to make
certain that we perfect this. We would not dare ask you to support
something without knowing how we are going to pay for it but this
is not the forum.

The Chair recognizes the gentlemen from Dakota, Earl Pom-
eroy—North Dakota.

Mr. POMEROY. Thank you, Mr. Chairman. The difficulty of con-
ducting even this hearing in the middle of all these delayed votes
I think is reflective of the fact that the minority participation in
trying to build a health reform package is more focused on delay
and disruption rather than making some meaningful contribution.
I am still frustrated that our meeting last week was canceled, the
joint bipartisan meeting to discuss the architecture of the plan, be-
cause we were on the floor with procedural votes.

Mr. BOUSTANY. Will the gentleman yield?
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Mr. POMEROY. No, I will not yield. I have 5 minutes, and I
have all kinds of votes going on, I have to run and vote, so I have
to get my question in.

I think there is a contribution, I would say this to the good doc-
tor who was just seeking time, we want to make this thing work.
And we believe that the status quo has gotten out of control cost
inflation that is wrecking our health care system and threatening
our Federal budget. So especially I would be interested in ideas,
referenced for example by my friend, Congressman Davis, in his
questions, he alluded briefly to CMS payment reform. So if you
have ideas about cost containment you want to put on the table,
whether or not you are for the final bill, I think these are legiti-
mate ideas we need to study carefully and include where they have
merit. And that would be a much better way to proceed than sim-
ply throwing the usual lines of attack that this is on the one hand
going to cost too much, on the other hand, it is going to do too lit-
tle, and we are going to have rationing somewhere in between. This
is not helpful. Let’s work together and build a good deal, and let’s
focus, among other things, on system reform that contains costs. I
believe that that is absolutely critical.

Now, another thing my friend Mr. Davis said was he thinks this
bill is going to do too little to help those who need the help the
worst. On this one, I believe that he is completely mistaken. The
strength of the bill is going to be getting coverage to those who do
not have coverage, 45 million there, and assisting at least as many,
and maybe even more, that are struggling mightily to keep their
present coverage in place in the face of rapidly rising costs.

One of the strategies by which premiums have been paid is to
shrink basically the coverage you are buying. And so it is inter-
esting that recent bankruptcy statistics show the high number of
bankruptcies caused by medical costs and the high number of peo-
ple in that bankrupt situation that had insurance but the co-pays,
the deductibles, the out-of-pockets in the end proved too much to
handle.

And so as a former insurance commissioner myself, I have seen
you paying more and more for less and less, more and more for less
and less and the health security of everybody, those with insurance
and without insurance, has been placed squarely at risk.

Now, one of the things I believe Congress has done when talking
about health reform over the years is we focus on the intermediary,
the insurance layer, and we do not get right down to cost drivers.
And I believe we need to spend a lot of time dealing with cost driv-
ers.

Dr. Holahan, if I understand your testimony, it is that the public
plan option is a new competitive element in the marketplace, not
just to offer another insurance alternative, but maybe they will be
able to try some things that more effectively give value to the con-
sumers than the conventional options. I think those that are oppos-
ing a public plan option have to explain to taxpayers why we are
going to put a major investment into the system, a system that has
out-of-control cost inflation, and essentially not do anything rel-
ative to trying to structurally add some opportunities for innova-
tion.

Would you respond on that point?
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Mr. HOLAHAN. Well, I think I could not say it any better than
you did, I totally agree with that. I think it is an opportunity not
only to gain control over the costs of care, but to innovate, through
a lot of payment and delivery system reform, the development of
medical homes.

Mr. POMEROY. There is a final point I want to get in before my
time elapses. I will ask Ms. Pollitz this one. There has been some
discussion about the level of delegation between Congress and the
executive branch relative to running, for example, a Medicare pro-
gram relative to payment reforms. So when my friend on the other
side of the aisle talks about CMS payment reforms, possibly he is
contemplating the idea that there ought to be delegation of author-
ity to the executive branch, to CMS, relative to being able to ini-
tiate payment reforms. What are your thoughts on that one?

Ms. POLLITZ. I'm sorry, sir, I cannot really comment on that.

Mr. POMEROY. You are a long-term health expert with experi-
ence in the executive branch yourself. I am surprised that you can-
not comment.

Ms. POLLITZ. I know there is interest in trying to remove from
the political process some of these important decisions so that they
are made on a more scientific basis, and I think there may be some
value in trying to accomplish that.

Mr. POMEROY. Thank you.

Chairman RANGEL. Mr. Boustany.

Mr. BOUSTANY. Thank you, Mr. Chairman. Dr. Gratzer, I am
a cardiac-thoracic surgeon who has 20 years experience, clinical ex-
perience dealing with patients before coming to Congress, and I ap-
preciate your comments earlier about quality and innovation,
which have been really unique in medical history worldwide. What
we have seen in this country has been tremendous development.
The question is how do we most efficiently use all that.

I think there are a couple of things missing in this debate. First
of all, the basic things we ought to be talking about are access to
a physician, a doctor/patient relationship that is actually meaning-
ful, that focuses on prevention and screening built on trust. And,
second, the cost issue. But what has been missing in this debate
are the real drivers of cost, and it is at the level of the doctor/pa-
tient relationship because you have physician behavior and you
have patient behavior. And this bill does not do much at all to ad-
dress either one of those. And, in fact, I would submit that the bill,
there are elements of this bill that will make that worse.

Would you like to comment?

Dr. GRATZER. So you were a surgeon?

Mr. BOUSTANY. Yes.

Dr. GRATZER. I am a psychiatrist. We have nothing in common.
Look, I could not agree more with you.

Mr. BOUSTANY. Compassion.

Dr. GRATZER. Look, there are certain things we can agree on
no matter whether you are a Republican or Democrat or what your
political affiliation. One is that the doctor/patient relationship
should always be preserved, that it is the building block of the
modern health care system and should always be preserved within
any reform package. But I also think you would agree that we
spend in America and do not always get results.
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Again, I am not arguing that some of the medical technology has
not been extraordinary. You mention cardiac-thoracic, as you know,
death by cardiovascular disease has plummeted by two-thirds in
the last 60 years. And we have seen innovation time and time and
time again. But just because you go to a doctor and there are new
drugs do not necessarily mean that they are better drugs. Just be-
cause you get a procedure does not mean you needed it or it was
well done. I think that goes back to some of the things that Peter
Orszag and others in the White House are talking about that I
agree with, that we need better value. There is a smart way of
doing that and a bad way of doing it.

Mr. BOUSTANY. I agree and that is what is missing in the de-
bate.

Dr. GRATZER. Absolutely.

Mr. BOUSTANY. Because I think we are still at the 30,000 foot
level. If I can reclaim my time for a moment, I was listening to the
testimony very carefully and, Ms. Pollitz, you talked about a gov-
ernment controlling costs. Does Medicare control cost?

Ms. POLLITZ. To some extent, yes.

Mr. BOUSTANY. It does not do a very good job, does it?

Ms. POLLITZ. Well, I think Medicare cost growth in most years
has been at or below that of the growth of private insurance.

Mr. BOUSTANY. As my colleague from Wisconsin, Mr. Ryan,
pointed out, the looming insolvency of the Medicare Trust Fund.
We have serious Medicare problems that we need to address. And
so I think to pose a government option at a time when we are deal-
ing with existing government programs is at the very least prob-
lematic.

A question, let’s see, for Dr. Holahan. You mentioned Medicare
rates in the government plan. Do you believe that the Medicare
rate structure has caused distortions in the entire reimbursement
structure given that Medicare rates most of the time do not cover
cost of basic goods and services? And do you advocate price controls
extending beyond the provider side to the suppliers of medical tech-
nology and devices?

Mr. HOLAHAN. Well, that is what we do today and the govern-
ment sets them, but by and large there——

Mr. BOUSTANY. So you do agree with price controls and you
want to see it extended into the——

Mr. HOLAHAN. Yes, I do not think you really have much alter-
native in the current market so it will be some——

Mr. BOUSTANY. Thank you.

Mr. HOLAHAN. But if you had——

Mr. BOUSTANY. I appreciate your answer, thank you. Thank
you, sir. I have a question now for Dr. Young. Dr. Young, you
talked about a single payer using “inherent cost control measures.”

Dr. YOUNG. Yes.

Mr. BOUSTANY. Explain what that means?

Dr. YOUNG. Well, I tried to dialogue on that when I described
the single payer giving you a complete record of the pattern of be-
havior of doctors.

Mr. BOUSTANY. So, in other words, you are having a bureau-
crat make a medical decision and in fact rationing care?
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Dr. YOUNG. I don’t think that is what I said. I described the
fact that you have the data that allow you to see patterns of excess
or under service, and that we certainly need oversight. That is the
great tradition of medicine.

Mr. BOUSTANY. Has Medicare done a very good job of that be-
cause we have Medicare data?

Dr. YOUNG. I think it has done a terrific job. I think it is the
far best of the insurers in this country.

Mr. BOUSTANY. Could you comment on the use of the Society
of Thoracic Surgeon’s database in cardiovascular disease?

Dr. YOUNG. I cannot help you, I am not acquainted with that.

Mr. BOUSTANY. I would think as someone who is interested in
data and using best practices, this database has been outstanding.
It was developed in 1989 and has gone a long way toward the im-
provement in care in cardiovascular disease. I suggest you look at
it.

I see that my time is up. I thank the Chairman.

Mr. STARK [Presiding]. Mr. Thompson, would you like to in-
quire?

Mr. THOMPSON. Thank you, Mr. Chairman. And thanks for
holding today’s hearing and for your effort to make sure that this
process has been open, and that we are able to work through this
to address all these issues. I just hope that the ongoing procedural
votes that we are taking do not further disrupt our efforts here.

I want to first point out there has been a lot of talk about this
independent, nonpartisan study that associates some pretty high
prices with doing what most Americans believe we need to do, and
that is reform health care. And I think it is important to note for
the record that this HSI Network that is supposed to be non-
partisan and independent is actually a group that is—one of the
participants is the modeler for Senator McCain’s health care and
his work. And it has been pointed out in the press that some of
what they said had not always been based in fact. There was one
quote that I found interesting, “Every candidate should say that
these numbers were produced by my experts, and they are my best
estimates but they are not exact.”

And if you look at what this same group, this HSI, did in regard
to modeling the health bill over in the Senate. They were four
times higher than what the CBO came in with. So I think we need
to know where these numbers are coming from.

And as they relate to our tri-committee effort, I think it is impor-
tant also to note that they said that the analysis has no offsets,
their analysis, there are no offsets in this discussion draft. And
that is just patently false. We know that to be the case. And so if
they miss that, it is hard telling what else they missed.

Mr. CAMP. Would the gentleman yield for just a moment?

Mr. THOMPSON. On a positive note——

Mr. CAMP. Would the gentleman yield for just 30 seconds?

Mr. THOMPSON. I want to finish my thought here, then I will
get back to my other issues there. On a positive note, they did say
one thing that was interesting, and I will quote. They said, “In con-
trast to the Senate version of this bill, the House version is more
fiscally prudent and effective.” Yes, for 30—for 15 seconds.
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Mr. CAMP. Just to say that CBO did not score the full Kennedy
bill, so the $1 trillion is really not the final number. I just wanted
Eo clarify the record on that. We are not comparing apples to apples

ere.

Mr. THOMPSON. Reclaiming my time, and the numbers that we
are being told are nonpartisan and independent are not real num-
bers at all, so it is a very, very biased study.

I want to get some policy changes that I believe will lead us to
better health care and at the same time drive down prices. I would
like to get the experts’ opinion on this. I am one who believes that
an expansion of technology can really be beneficial in all this and
think that there is a lot more in the area of telehealth that we
could be doing that would provide better outcomes and drive down
the cost. And there are a couple of examples that I have seen in
my district alone. UC-Davis does a virtual tumor board, and they
have just example after example of cases where they have helped
people and driven down the cost. They talk about one where they
were able to confer with a local team and diagnose a patient and
a treatment plan for a patient who was in an underserved area,
doing this through telemedicine. And they were able to treat it in
a non-invasive way at a much lower cost. And, ironically, that work
is not reimburseable under the Medicare provisions that we have
now.

I have another case, I could just go on and on and on with exam-
ples of this, but I think it is an area where we can really pick up
some costs and do better health care. And I would like to hear your
impression of that and if you think that we should really expand
the11 provisions for telehealth in this bill? We can start with Ms.
Pollitz.

Ms. POLLITZ. I am not an expert on this area, but I don’t be-
lieve a lot of private insurance health insurance would pay for that
either. And this kind of consulting between physicians, whether it
is face to face or on the phone or telehealth, I think is very impor-
tant in patient coordination of care. And that we do need to find
ways to support that and reimburse it.

Mr. THOMPSON. Anyone else care to?

Mr. HOLAHAN. It seems to me that it is a very good idea, but
you really—you need payment reforms that bundle payments that
can include that kind of contact.

Mr. THOMPSON. Well, these are not even included in many,
many cases. And in underserved areas, there is some expansion in
rural but urban underserved areas do not get the attention. And
underserved is underserved, it does not matter where they are.
And these are people who are going without health care or were
provided at a much higher price.

Mr. HOLAHAN. I agree with you.

Dr. GRATZER. Look, there is a role for other things as well. I
do not think necessarily everyone needs to see a doctor. There is
a greater role for nurses and nurse practitioners. I really think in
the United States we have done ourselves an enormous disservice
by not tapping more in terms of information technology.

You know, in Denmark—Denmark, everyone’s health record who
wants it is put online. You can look up your own cholesterol and
track it over time. I think if that is good enough for the Danes, it
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ought to be good enough for the Americans. I think it also would
address to a small extent Mr. Becerra’s comment about the high
level of medical errors we have in the United States. So much tech-
nology if you go to Wal-Mart and you buy your kid a plastic lawn-
mower but so little technology in terms of your health records. You
can see your doctor right across the street from a hospital, and go
to the hospital because you are feeling worse, the ER, and no one
would know any blood test that had been done. It is just absurd.
So I agree with your point.

Mr. THOMPSON. Thank you.

Mr. STARK. Mr. Nunes, would you like to inquire?

Mr. NUNES. Yes, thank you, Mr. Chairman. I want to thank the
panel for being here today. Ms. Pollitz, Dr. Holahan and Dr. Young,
the three of you support the underlying bill, right, even though

Dr. YOUNG. No.

b Hl\f[)r. NUNES. Oh, you do not? Dr. Young, you do not support the
1117

Dr. YOUNG. That is right.

b Hl\f[)r. NUNES. Okay, but the first two of you, you do support the
1117

Ms. POLLITZ. I think it is a very good bill and it could use some
additional improvements.

Mr. NUNES. Okay, like finishing the bill, you guys have seen
this, one of the parts not finished yet? I am wondering if that is—
is that the strategy is to get 50 votes in the Senate and then let
the Administration fill in the bill, do you guys know?

Ms. POLLITZ. I cannot comment on that.

Mr. NUNES. Well, for the two of you that support the underlying
bill or the basics of the bill, I do not think there is any argument
that under this bill more people would be eligible for Medicaid and
nillor‘e; people would be pushed on to Medicaid, do you agree with
that?

Ms. POLLITZ. More people would definitely be made eligible for
Medicaid, which is a very important reform, but the bill also pro-
vides that people who are in Medicaid can have the choice of enroll-
ing in a private plan through the exchange.

Mr. NUNES. Can you—go ahead.

Mr. HOLAHAN. I think the answer is basically yes, but I think
there are people that are above the level, the income level that
they talk about who might eventually move off of Medicaid into the
exchanges. So there will be some moving around.

Mr. NUNES. I have trouble understanding, maybe the two of you
can help me understand, why would we want to put more Amer-
ican citizens on to Medicaid? I have a lot of people on Medicaid in
my district, and for the life of me, I cannot understand why we
would want to make more people eligible for Medicaid and why we
would want to shove more people on to Medicaid, can you guys an-
swer that question, why that is a good idea?

Mr. HOLAHAN. It is a program that is big, it has a lot of his-
tory, a lot of law and regulation around it. And we are taking on
a lot in reform in terms of putting even more people potentially
into these exchanges and potentially into the public plan. I think
it would make the job harder if you did not build on to some extent
on what we already have. And I think down the road, you might
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want to revisit whether Medicaid should stay distinct or how it
gets incorporated within the exchange, but I think that for the mo-
ment that would make the whole job harder.

Mr. NUNES. Right, unless you are on Medicaid right now. I do
not have anyone that I know of, and maybe you guys could help
me dig some folks up, that like being on Medicaid and that want
to be on Medicaid.

Ms. POLLITZ. I do.

Mr. NUNES. You know people who like Medicaid?

Ms. POLLITZ. Yes.

Mr. NUNES. Well, I would love to meet these people.

Ms. POLLITZ. I would be happy to introduce you.

Mr. NUNES. Because I have a whole bunch of people on Med-
icaid in my district, and the doctors do not want to see them, the
people that I know are embarrassed to even admit that they are
on Medicaid. They do not want to be on Medicaid. If that is the
case, why don’t we just make—why do we need this big plan, why
don’t we just put everybody on Medicaid?

Ms. POLLITZ. Congressman, I think there is no question that
the Medicaid program has suffered from underfunding over the
years and that there has been a stigma attached to a poverty pro-
gram, but the Medicaid program has incredibly important protec-
tions that it offers people, very comprehensive coverage, no cost
sharing, coverage for all kinds of additional services that are im-
portant and that people with limited means need in order to get
the health care, transportation care services.

Mr. NUNES. But you know someone, you said that you know
people that are on Medicaid that like it?

Ms. POLLITZ. Yes.

Mr. NUNES. And they would prefer to stay on Medicaid?

Ms. POLLITZ. I have a friend—yes, her—a friend of my daugh-
ter, a 14-year-old young lady, her mother just passed away, she
had been on private insurance.

Mr. NUNES. She likes Medicaid better than private insurance?

Ms. POLLITZ. It was a pretty good plan but it has a $500 de-
ductible and 20 percent call insurance, and she had to go to the
emergency room earlier this year because she was very sick and
her aunt took her and a great big bill generated. My husband and
I ended up paying it for them.

Mr. NUNES. So if the hypothesis is

Ms. POLLITZ. She just got on Medicaid and now——

Mr. NUNES. The hypothesis is though, your hypothesis that
Medicaid is insurance from what I just heard?

Ms. POLLITZ. No, I am just saying that Medicaid has a lot of
advantages and offers a lot of extra protections for people and it
is important.

Mr. STARK. Would the gentleman yield?

Mr. NUNES. Well, my time is running out. My time is running
out, Mr. Chairman.

Mr. STARK. I will extend it. Just if I could suggest

Mr. NUNES. Just for 10 seconds here because I do not want to
lose my time.

Mr. STARK. After 5 years, people could choose in the exchange.

Mr. NUNES. The public option?
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Mr. STARK. They could choose private or public and not take
Medicaid if they did not want to. In other words, after the first 5
years with the exchanges that are running, the bill, the draft would
suggest that at that point people would not have to go into Med-
icaid, they could choose an exchange. And we would welcome other
options, but once the bill—it is not the intent of this draft to force
people into Medicaid. That is all I am saying.

Mr. NUNES. But I think there is no question though that it
would make—it would put people into Medicaid, which I have—Mr.
Chairman, I have a fundamental problem with. I think Medicaid
is broke now, it has a $20 trillion unfunded mandate, and the more
people we throw on to them, how are we going to pay for this?

Mr. STARK. In California, you have a real problem.

Mr. NUNES. That is our problem I guess to deal with too, Mr.
Chairman.

But in finishing up, I would just say that I really do not under-
stand a plan that we would put out there that would put more peo-
ple into Medicaid even in the short term. I think if we are going
to revamp health care, we ought to look at Medicaid and try to get
as many people off of Medicaid as possible today, not tomorrow.

And I will yield back. Thanks, Mr. Chairman.

Mr. HOLAHAN. One point to make is that one of the things that
I think that you were concerned about is access to primary care
physicians, and there is a provision in this bill that would increase
those rates.

Mr. STARK. I thank the gentleman. Mr. Blumenauer, would you
like to inquire?

Mr. BLUMENAUER. Thank you, Mr. Chairman. I appreciate the
opportunity for us to start focusing in on some of these items. And
I appreciate in particular Dr. Holahan talking about the cost of
doing nothing. And I think that is one of the things that is so crit-
ical that gets lost. If we float along for another year or two or three
or four, we are going to find more uninsured. We are going to find
fewer people who are insured by their employers. And those that
are, are going to be facing higher costs and less comprehensive cov-
erage.

I hope that we as a Committee will be able as we go forward to
look at getting more value out of the existing system. There is
some in the draft that I like. There are things that I have in terms
of end of life transitional benefits. There are a whole series of
things that I am excited about, some of which are in the draft. We
can do more. I do not think we have gone far enough in terms of
dealing with radical disparities of Medicare reimbursement around
the country. I am particularly concerned that what is in the bill for
Medicare Advantage will hurt efficient areas and will have vir-
tually no effect on very high cost States. But this is a process that
I hope we can work on together.

The notion of how we are going to pay for this is part of the cost
containment. We have 3 or 4 years before this kicks in, so we will
have a chance to refine the getting more value out. And I do not
think any of us feel that when the other areas where there will be
some costs associated, and the polls show the American public is
in favor of paying a little bit more if they get security and 50 mil-
lion, more or less, get health insurance, they think that is a good
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deal. But it is not going to kick in this year or next year. We will
have a chance for the economy to regain its footing.

I am a little concerned about the language here about somehow
forcing people on to the public plan because people will go into the
exchange where the public plan is one of their choices, and that
sort of gets lost in the discussion.

And I want to pose my question because, Dr. Holahan, you ref-
erenced it in your testimony, but as I read it, it is a little esoteric,
with all due respect, about where the Department of Justice thinks
it is noncompetitive and there might be antitrust. My reading of
the data is that there are 25 States where one insurance company
has 50 percent or more of the market. If you could perhaps discuss
a little bit in practical terms about the lack of competition that
most Americans face now with meaningful choices of health insur-
ance. And my read of this is that the insurance companies them-
selves are going to be advantaged because we are going to stream-
line some of this process and squeeze out some of the goofy stuff
that goes on. Right now, trying to deny people coverage, we are not
going to have preexisting conditions, that is going to be a level
playing field that is going to make I assume a very big difference.

And if you want to also comment for a second about the sound
bite that you got trapped into saying about cost controls and then
cut off, if time permits to elaborate. But I would like you to talk
for a moment about meaningful competition that we are going to
be providing under the framework that has been offered.

Mr. HOLAHAN. Yes, a few months back, we had some executives
from a big Blue Cross plan in the Midwest visit us to get advice
on how they could control costs. And the first thing I asked was
how well do you pay relative to Medicare. And the answer was they
paid 79 percent above Medicare rates to hospitals and 68 percent
above Medicare to physicians. And so like why are you here? They
did this because they can. They have no competition. And they can
pass on, to the extent this means higher premiums, they are able
to pass that on. And I think that is a role that this public plan
would have to—I think could help with, help in those markets and
help in others where there are more insurers but one that is really
dominant and still not able to deal with dominant hospital systems
or single specialty groups that essentially bargain as monopolists.

Mr. BLUMENAUER. Thank you. I appreciate that. I would just
close by noting it would be interesting to take a test of the people
on this Committee who have health insurance, I assume most of us
probably do, and find out how many of us made the decision based
on what was the cheapest plan? It would be interesting to find out
if we could figure out what was the cheapest plan. I get my insur-
ance through my wife’s company because I think she has greater
contact with their Department of Human Resources to try and deci-
pher stuff that I cannot, but I think the record is rather clear that
there are lots of people, including in the Federal system, and I will
bet people on this Committee, who make lots of choices that are not
the cheapest as it appears on that chart. And so I think the fear
somehow that all competition would stampede to a public plan if
it appeared a little more affordable is at least near-fetched.

Thank you.

Mr. STARK. Thank you. Mr. Roskam, would you like to inquire?
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Mr. ROSKAM. Thank you, Mr. Chairman. First of all, thanks for
your time and your attention today. I think all of us have been en-
lightened by the nature of your comments. And you have been fair-
ly transparent, when you have not known what is in the bill, I ap-
preciate someone saying, “I have no idea what is in the bill.” T do
think this time, this season that we are in is absolutely incredible.
There is momentum here, right, and there is an opportunity I
think transformational, but it has struck me as strange that here
we started this hearing at 9 o’clock, I was out for a couple of min-
utes for some of the procedural stuff that is happening on the floor
but we are well into this hearing, and we have not had much of
a conversation about Medicare fraud, about fraud within the sys-
tem and abuse within the system.

I have been briefed by experts, and I do not think these are folks
that are pulling punches one way or the other in terms of donkeys
and elephants, but have come to the conclusion that as much as 13
percent of current Medicare outlays are fraudulent. I have a quote
from the chief counsel to the Health and Human Services Inspector
General who said, “Building a Medicare fraud scam is far safer
than dealing in crack or dealing in stolen cars and it is far more
lucrative.” And here we are on the verge of something that is abso-
lutely enormous in terms of costs. Frankly, when costs come up,
the Majority kind of loses high contact and gets a little bit defen-
sive, with all due respect, about, well, who is putting these esti-
mates out and so forth. But as we are sitting here today, no real
number in terms of a cost estimate.

And, yet, here we have this opportunity to recast resources and
put it in the proper direction that I think ultimately can have a
huge impact. So I would like to shift the conversation a little bit.
Dr. Holahan, something that you said concerned me, and I want to
give you a chance to clean it up. But when you were having a con-
versation I think it was with Mr. Nunes a minute ago, in sort of
defense of Medicaid, you said, and I jotted it down because it really
got my attention, and “these were attributes that I interpreted as
positive attributes,” right? You said that, “It is big, it has a history
and it has lots of law and regulation around it,” meaning sort of
this case law around it. And I would suggest that I think that is
one of the real weaknesses of the current system, that it has be-
come hidebound, an inability to recognize fraud within the system
and an inability to recognize abuse within the system, an inability
to recognize overutilization and so forth. And I just wanted to first
of all give you an opportunity to—surely those three adjectives of
big, rich history and lots of law and regulation is not an attribute,
those are not characteristics that you are lauding, are they?

Mr. HOLAHAN. Well, what I meant was—to be more specific, I
think this is a really big deal to reform our health system. To the
extent you have something that you can build upon that works rea-
sonably well, despite some problems, I think that is a good thing
when we are taking on so much.

A few years back, I did a study with a colleague of mine to look
at whether Medicaid is really high cost relative to private insurers,
so we compared Medicaid to people with private coverage, all low-
income people, and looked at whether medical benefits, when you
controlled for health status and income and education and other
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characteristics, controlled statistically for that, and Medicaid it
turns out is less costly. And that is not to say there is not fraud
in Medicaid and Medicare, but despite that, it is less expensive
than private insurance by some margin. And we certainly should
go after fraud wherever we can. I guess the thing I would be curi-
ous about is whether the same study that you were referring to
had anything to say about fraud in Aetna or Blue Cross plans or
anything like that. I do not know whether it did or not, but I can’t
believe it is totally absent.

Mr. ROSKAM. There is no question about it, but I think here we
are 3 hours into a hearing that by the proponents’ own adjective
is going to transform the system and yet we really have not had
much of a conversation as it relates to driving, just rampant abuse
out of the system.

Thank you for being transparent about that. The people that I
have interacted with as it relates to Medicaid feel underserved by
it, feel discouraged by it, and it has taken the joy of the medical
practice from physicians.

My time has expired, and I yield back.

Mr. STARK. Thank you. Mr. Kind, would you like to inquire?

Mr. KIND. Thank you, Mr. Chairman. I too want to thank our
witnesses today for your patience and also the task of trying to ab-
sorb an 840-page piece of legislation in a short period of time, and
I think you have been doing a good job today.

But I think my friend, the gentleman from Illinois, Mr. Roskam,
raises a very important issue and that is what is contained in this
health care reform that can really help crack down on fraud within
the Medicare system? And with that, I would just reference Title
6 of the legislation and go through those specific provisions.

We are trying to not only enhance resources to the agencies in
charge of detecting fraud and bringing greater accountability but
also enhancing the penalties when it is ultimately—and that whole
section is devoted to cracking down on fraud and the waste that
exists in the system today. And if the gentleman or others have
more ideas on what we can do to beef this up, we are all ears.

But I think the sweet spot we have to hit here is the ability to
distinguish between unintentional error and intentional fraud, and
I think that does concern a lot of the providers out there, especially
in submitting their billing claims, that if something was inputted
wrong, are they going to be subject to the full weight of investiga-
tion and fraudulent penalties due to a harmless human error in the
system.

But, listen, I want to take my time to direct your attention to
Title 4 of the draft discussion piece. That is titled, “Quality,” and
I think this is the key to how successful we are at the end of the
day, of whether or not we can enhance the quality of care and find-
ing cost savings at the same time. That section is devoted entirely
to the comparative effectiveness research. And that is what I want
to get your response on, if you had a chance to review that provi-
sion.

Let me preface my question by saying I come from western Wis-
consin, which has been recognized as a high-quality, low-cost area.
We have Mayo in there, Marshville Clinic, Gundersen, even the
President has recognized that the health care models that have
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been developed in our region, as examples of what we need to
incent in reform in order to achieve the type of cost savings with-
out jeopardizing quality at the end of the day. This is coordinated,
integrated care practices, more emphasis on primary, prevent,
wellness programs, things that have proven very effective in help-
ing drive down cost while enhancing care. And I think that is the
key to doing comparative effectiveness research the right way and
not the wrong way and establishing the center in the legislation for
comparative effectiveness research, establishing an independent
commission comprised of 1ndependent both public and private
stakeholders as part of the commission, to review the research, the
data, making recommendations to the center. And then I think this
is the key distinction, empowering our doctors and patients with
the information so they know what works and what does not work.
And we are placing a huge bet on that, that with doctors and pa-
tients armed with this information, that they are going to make the
right decisions which is going to not only improve patient care but
help drive down costs. And it is tough to ignore a study of a rep-
utable organization like McKenzie Institute that claims based on
their research that $650 billion of health care spending every year
goes to care and treatment that does not improve the quality of re-
sults at the end of the day. And that is going to be the key I think
to comparative effectiveness.

I see Mr. Herger has joined us because he raised a very impor-
tant issue when it came time for him to question the panel, and
that is how the information is ultimately going to be used. And 