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Mr. {Pallone.} The subcommittee hearing is called to
order. Good morning and welcome to our witnesses on the
first panel. This 1s a second iIn our series of hearings on
health reform. Today the subcommittee will examine issues
surrounding the affordability of health coverage.

Now more than ever securing quality health care coverage
at an affordable price is not possible for millions of
American families. First and foremost, health insurance has
become too expensive. As health insurance premiums continue
to outpace wages every year, people can no longer expect to
pay a reasonable price for health coverage.

And as we talk about health care reform, we have to ask
ourselves what should we expect to pay for health care
coverage and what should that coverage include. Cheap plans
that offer little protection, such as high deductible plans,
are not a solution in my opinion. We need real reform that
makes quality health care coverage affordable to every
American, and in order to do that, we need to change the
rules which govern the way people obtain health care
coverage, particularly within the individual market.

I am particularly interested to hear from our witnesses
today about new ideas like a health exchange or connector,

similar to the one in Massachusetts, a public plan option,
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and an individual mandate that can help provide individual’s
access to affordable options for meaningful coverage.

I also think It is important that, as we talk about
making coverage on the individual market more affordable, we
don’t do anything to disrupt the affordability of coverage iIn
other sectors. There was talk last week and in the media
about eliminating or cutting back on the tax exclusion for
health benefits offered by employers. This was an idea
promoted by former President George Bush and was a key
component of Senator McCain’s health care proposal during his
presidential campaign, but obviously this is controversial as
well.

The employer market is already declining. It is
becoming increasingly difficult for both employers and
employees to afford health care coverage, and eliminating
those tax incentives may further exacerbate the affordability
problems we already face with employer-sponsored Insurance
and not necessarily do anything to improve the affordability
of coverage in the individual market.

Again these are all issues that 1 think we need to
discuss. Looking at places like Massachusetts, public plan
options, individual mandates, and the tax exclusion for
health benefits. Not that 1 am taking a position on any of

those right now, but I think these are important things that
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we have to look at.

I want to thank our witnesses again for being here
today. I know we have a very distinguished panel.

[The prepared statement of Mr. Pallone follows:]
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Mr. {Pallone.} And I will now call on Mr. Deal for
opening statements, and then we will have opening statements
from other members, both Democrat and Republican. Thank you.

Mr. {Deal.} Thank you, Mr. Chairman. Thank you for
holding the hearing today, and thanks to the witnesses for
being here, and I believe we have two panels of them. So we
are going to be here a while, | suppose.

Obviously as we broach this subject of how to reform the
health delivery system in this country, it is a difficult
task and one that has many facets to 1t. Dr. Reinhardt, 1
was interested in reading your article that appeared back in
January in the ~“New York Times®"® on the question of pricing.

As you probably know, this iIs an issue that has one that
has been important to me in the area of transparency of
pricing. It is probably one of the most difficult issues to
understand and try to get a handle on. We have so much
differences i1n pricing of health care of services In this
country that it is, in fact, 1 think, one of those issues we
have to begin to wrestle with if we are going to decide how
we are going to approach the delivery of health care because
pricing obviously has a lot to do with iIt.

I look forward to the testimony of the witnesses. There

are a lot of issues that we have not talked about In previous
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hearings, and | am sure that these two panels today will
broach some of those subjects that we have yet to explore.
And thank you for being here, and 1 look forward to your
testimony. | yield back.

[The prepared statement of Mr. Deal follows:]



111 Mr. {Pallone.} Thank you, Mr. Deal. The gentlewoman
112 from California, Ms. Eshoo.

113 Ms. {Eshoo.} Thank you, Mr. Chairman, for holding not
114 only today’s hearing but the series that you have planned as
115 we work to bring health care to every American.

116 One of the biggest problems in health coverage is

117 including those who are left out of group coverage and must
118 purchase iInsurance in the private market. These very same
119 people not only face tougher access and higher cost issues,
120 but they are also taxed on these plans.

121 Any individual who receives coverage through their

122 employer gets their plan tax-free. |1 think it is very

123 important that everyone has the option to buy Into a group
124 plan that would mitigate costs and not discriminate based on
125 pre-existing conditions. We don’t want to upset the health
126 1nsurance for people who have 1t and who like it. We want to
127 expand affordable comprehensive health care options to those
128 who don’t or those who want better coverage.

129 So 1 look forward to our very distinguished panel’s

130 testimony today, and 1 hope we are able to discuss the tax
131 treatment of health Insurance and how we might address that
132 as well. Thank you.

133 [The prepared statement of Ms. Eshoo follows:]
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Mr. {Pallone.} Ranking member of the full committee,
Mr. Barton.

Mr. {Barton.} Thank you, Mr. Chairman. I have an
excellent statement that my staff has prepared. 1 am going
to submit 1t for the record, but In the interest of time, 1
am going to just submit it.

The main thing that is in the statement that 1 think we
need to put before yourself and the members of the committee
iIs that the Republicans do want to work in a bipartisan
fashion this year. We are willing to work with you and the
full committee chairman and other members on the majority
side to enact comprehensive health care reform if i1t really
is reform.

So this i1s not an issue where we are going to try to
rope-a-dope the committee. We are prepared to work if it
something that is in the middle and can be done and maintain
the private health care plans of American.

[The prepared statement of Mr. Barton follows:]
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Mr. {Pallone.} Thank you, Mr. Barton. 1 appreciate
what you said, and 1 think it is crucial that we work in a
bipartisan fashion. And that is certainly our intention.
Thank you. The gentleman from Texas, Mr. Green.

Mr. {Green.} Thank you, Mr. Chairman. 1 want to thank
you for holding this second hearing on health care reform.
Our state of Texas has the unfortunate distinction of having
the largest number of uninsured iIn the United States, nearly
5.4 million Texans or 25 percent of the population in Texas
without health iInsurance coverage, and nearly 1.4 million
children are uninsured. Of that 1.4 million, 900,000
children in Texas are S-CHIP eligible.

We need a national system designed so that every
American should be covered, either employer-based plan, an
individual plan, or a public plan not matter what state they
live. The largest rate of growth in the uninsured and
underinsured are middle class families who make too much to
qualify for public plans but don’t make enough money to pay
costly premiums under the private plans, and those who work
in low-wage jobs without employer-based iInsurance.

Ultimately, the large number of uninsured Americans
create a vicious cycle by driving up health care costs which

increases the number of people who can’t afford insurance.
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177 Mr. Chairman, | ask unanimous consent to have the
178 remainder of my statement be placed in the record.

179 [The prepared statement of Mr. Green follows:]
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181 Mr. {Pallone.} Without objection, so ordered, and thank
182 you. The gentleman from Kentucky, Mr. Whitfield.

183 Mr. {Whitfield.} Thank you, Chairman Pallone, and I am
184 going to waive an opening statement.

185 [The prepared statement of Mr. Whitfield follows:]
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Mr. {Pallone.} Next
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is the gentlewoman from Colorado,

our Ffull committee vice chair, Ms. DeGette. Mr. Shimkus.

Mr. {Shimkus.} Thank you, Mr. Chairman. 1 too am

excited about getting into this debate, basically how do we

make sure we get iInsurance for those who have no insurance.

So my focus has always been affordable, portable, and access.

I do believe that the market-based system, which encourages

price transparency and shopping around is the best method.

do fear a government backstop plan action which the

government control, and 1 am deadly in opposition to a one-

payer system, which 1 hope we don’t segue into when this

fight really gets going.

I do not want bureaucrats picking

health care decisions iIn the end.

So having said that,

committee. As | said, Mr.

it Is great to be back on this

Chairman, 1 look forward to

working with you. 1 yield back.

[The prepared statement of Mr. Shimkus follows:]
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Mr. {Pallone.} Thank you. Our subcommittee vice chair,
Ms. Capps.

Ms. {Capps-} Thank you, Chairman Pallone. Since
today’s hearing is about ensuring affordable coverage, 1 want
to quickly set the stage with a story about my constituent,
Terry Terpin. Her story was featured in the Ventura County
Star yesterday, and 1 would like unanimous consent to enter
the article for the record.

She, like so many others, recently lost her job when her
employer filed for bankruptcy. Unfortunately, Terry had just
been diagnosed with a relapse of cancer only a month earlier.
COBRA would have cost her well over $500 a month, so she
applied for coverage in the individual market but never heard
back because of her pre-existing condition.

Luckily, Ventura County has a wonderful public health
system where she was able to get access to oncology
treatment. Not everybody lives In a community that provides
that backup. At the bottom line is that patients shouldn’t
have to switch providers in the middle of treatment because
they lose their job.

So I look forward to discussing today how we can improve
access to affordable coverage for everyone. 1 yield back.

[The prepared statement of Ms. Capps follows:]
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Mr. {Pallone.} Gentleman from Missouri, Mr. Blunt.

Mr. {Blunt.} Thank you, Mr. Chairman. 1 have a
statement for the record. |1 do look forward to working with
you and with Mr. Deal and the subcommittee to find a solution
to this question of affordability.

I think we can find common sense solutions. In fact,
the Medicare Part D program that has been in place now for
several years is an example of a program where, for the first
time, the government organized a private, competitive-driven
system rather than try to operate a system. The cost is
lower. Satisfaction is higher. Seniors have more options.
In fact, competition works, and it puts patients and health
care providers in control.

There i1s no government-run program offered under
Medicare Part D, and in fact, there i1s no government run plan
offered for members of Congress or any other federal
employee. And I think there Is a good reason for that.
People want choices, and choices bring greater satisfaction.
I look forward to the testimony today, Mr. Chairman.

[The prepared statement of Mr. Blunt follows:]
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Mr. {Pallone.} Thank you. The chairman emeritus, Mr.
Dingell.

Mr. {Dingell.} Thank you for your courtesy. | commend
you for this hearing. First of all, this 1s an Important
hearing on affordable coverage. Addressing affordability is
a crucial piece of health care reform debate. This hearing
will help guide us in our future deliberations.

The amount that workers pay for health Insurance has
greatly outpaced the rate of inflation and certainly has
risen faster than stagnant wages and incomes. The statistics
are frightening. The share of family income spent on health
insurance increased from 7.3 percent in 1987 to 16.8 percent
in 2006. In 2006, one-fifth of the nation spent more than 10
percent of their income on out-of-pocket medical expenses.

In 2007, 69 percent of the people who went without
medical care or delayed needed medical care cited worries
about cost, a 3.8 percentage iIncrease from 2003. The average
cost of employer-based family insurance policy iIn 2008 was
$12,680, an amount almost equal to the annual earnings of a
full-time minimum wage job.

It is not just the uninsured population that suffers
from the high cost of health care. More than 42 million

people with health insurance report having problems paying
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273 medical bills. Of those who face medical bankruptcies,

274 almost three-quarters had health insurance at the time of the
275 illness that left them financially unstable.

276 Without any action, the expected cost of full family

277 employer health insurance will iIncrease to more than $24,000
278 in 2016, and the average deductible will reach nearly $2,700.
279 This means that in only seven years, almost half of American
280 households will spend more than one-third of their income on
281 health insurance.

282 It comes as no surprise to anyone that families are

283 literally going bankrupt. The high cost of health care

284 causes a bankruptcy every 30 seconds. At the end of the

285 year, it will cost 1.5 millions the homes which they cherish.
286 Furthermore, as health care costs dominate budgets, families
287 will have less to spend on food, education, and necessities.
288 As we continue the debate, we must ensure that every

289 American has coverage, but we can’t stop there. Increasing
290 costs alone will get us nowhere 1f we don”’t find ways to

291 reduce the cost of health insurance and health care delivery
292 as a whole.

293 Access to health insurance does not mean that

294 individuals can utilize available services. They are also
295 kept out of the circle of care due to high premiums,

296 deductibles, and other out-of-pocket costs. | look forward
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to working with my colleagues and working with the leadership
here and the administration. There are a number of worthy
options being debated. 1 think public option iIs something
that should be seriously considered as we move forward on
health reform. While we have not decided the specifics of
what a public option should look like, 1 believe that such
option must be affordable, and it must have suitable
benefits. And it must provide healthy competition in the
marketplace.

Insurance market has a nasty habit of gaming the system,
of buirlding barriers to affordable coverage, of excluding
coverage all together, or coverage for pre-existing
conditions, and charging higher premiums for certain
individuals, cherry picking, and other games that make
insurance unavailable to our people.

I am confident if we weigh our options with an eye
towards the end goal of providing quality coverage for
Americans, we can pass a reform that benefits all of our
Americans. We must do so because the consequences of not
doing so are terrifying. Thank you, Mr. Chairman.

[The prepared statement of Mr. Dingell follows:]
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319 Mr. {Pallone.} Thank you, Chairman Dingell. Next is
320 the gentleman from Pennsylvania, Mr. Pitts.

321 Mr. {Pitts.} Thank you, Mr. Chairman, for convening
322 this hearing. Recently the Pennsylvania Insurance Department
323 released a survey of Pennsylvania health insurance. Let me
324  just share a couple of results. Overall in 2008, 15.3

325 percent of Pennsylvanians did not get some type of needed
326 medical care during the past 12 months due to its cost. This
327 represents about 1.9 million residents. Currently 8.2

328 percent of Pennsylvania residents are uninsured. That 1is
329 about a little over one million residents.

330 According to the survey, the cost of health iInsurance
331 remains the primary barrier to coverage. |1 believe any

332 health reform plan must contain several key principles to
333 empower the consumer. Among them, in-tax policies that

334 discriminate against an individual who purchases private

335 health insurance on their own rather than through their

336 employers make it easier to de-couple health iInsurance from
337 employers. Those who own their coverage should be able to
338 take their plan with them with they change jobs or quit

339 working and one they can take to another state. They should
340 be able to buy from another state. Also risk-pooling within

341 a state or across state plans. People should be able to
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choose the plan and doctors and services they want. And
insurance and providers are accountable to them, not their
employer or government bureaucrats.

The bottom like is privately owned health insurance will
lead to competition among plans, lower costs, higher quality,
more choices, and more transparency. 1 thank all the
witnesses for testifying, look forward to hearing their
thoughts, and yield back my time.

[The prepared statement of Mr. Pitts follows:]
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352 Mr. {Pallone.} Thank you. The gentlewoman from

353 Chicago, Ms. Schakowsky.

354 Ms. {Schakowsky.} Thank you, Mr. Chairman. 1 will put
355 my entire statement in the record, but I wanted to make a
356 couple points. One, this debate about cost should not be
357 about providing access to health insurance. It must be about
358 providing access to health care. Too many insured Americans
359 find that having an insurance policy Is no guarantee that
360 they or a loved one will be able to afford care when they
361 need 1t.

362 And finally 1 want to point to a new report by the

363 11linois Main Street Alliance in which 56 percent of small
364 business owners iIn the state support a choice between a

365 public insurance option and a private option. Those are the
366 small businesses In our state.

367 And finally, Mr. Chairman, I would like to submit for
368 the record a report from the Institute for America’s Future,
369 Massachusetts Health Reform, Near Universal Coverage but No
370 Cost Controls or Guarantee of Quality Affordable Health Care
371 For All, if I may submit it for the record.

372 Mr. {Pallone.} Without objection, so ordered.

373 Ms. {Schakowsky.} Thank you, Mr. Chairman.

374 [The prepared statement of Ms. Schakowsky follows:]
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Mr. {Pallone.} Next is gentleman from Texas, Mr.
Burgess.

Mr. {Burgess.} Thank you, Mr. Chairman. 1 was
astonished a couple weeks ago to be invited to the White
House to a forum. |1 still haven’t figured that out, but 1
was grateful to be there, and 1 heard the President observe
that he just wants to figure out what works. And I am
certainly prepared to help him.

Now, 1 always get a little bit discouraged on these
panels and discussions. We end up talking a lot about cost
and coverage. After all, as a physician, 1 can tell you it
is about taking care of people in the final analysis.

One of the things the President also told us was that
the status quo is not an option. 1 would also observe that
very little is static in the field of medicine, and in fact,
in the 15 years since the last major attempt at reform was
undertaken, medicine has changed drastically.

Now, the President wants to figure out what works. We
are going to hear a lot of about former Governor Romney’s
proposal iIn Massachusetts that has now had a couple of years
to go through a couple of iterations. It is a bold
experiment. It deals with a connector. It deals with

mandates. But maybe we should also look at Wal-Mart, which
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399 in the past four years now, covers without mandates 95

400 percent of its employees with affordable coverage. If we

401 want to learn from what works, maybe we ought to include that
402 in our broad-based discussion.

403 You know you look at the cost iIncreases. It was

404 referenced by former Chairman Dingell, the cost for indemnity
405 insurance, PPO. In fact Medicare and Medicaid all are going
406 up in excess of 7 percent a year.

407 Look at consumer-directed health plans though, and they
408 are rising at a rate of a little over 2 percent a year. It
409 seems to me i1t would make sense that 1f we are going to deal
410 with issues of cost and coverage, we would give a close look
411 to those things that are working particularly how Wal-Mart
412 has provided affordable coverage to its employees and how

413 consumer-directed health plans have held the line on cost

414 increases. | will yield back the balance of my time.

415 [The prepared statement of Mr. Burgess follows:]
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Mr. {Pallone.} Thank you. Gentlewoman from California,
Ms. Harman.

Ms. {Harman.} Thank you, Mr. Chairman. Health care
reform can’t wait. It is an integral part of any economic
recovery strategy, and 1 think i1t is very good news that both
the Obama Administration, this Congress, and this committee
know that.

Let me just make three brief points. First I am new to
this subcommittee but not new to this issue, and 1 welcome
the opportunity to be a player at some level as we craft
legislation.

Second, I urge that all of the expertise on this
committee, starting with our chairman emeritus, but including
every other member of the committee, Democrat and Republican,
be tapped as we draft a bill.

Third, of special interest to me i1s the lack of surge
capacity in our health care system. Should we have another
major terrorist attack or near simultaneous attacks, 1 would
bet that all of our trauma centers will be full to capacity
even before the latest victims get there.

And finally, let me say that both wellness and
preventive care are the cheapest options for health care, and

I hope we feature both as we craft a bill. Thank you very
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440 much.

441 [The prepared statement of Ms. Harman follows:]
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Mr. {Pallone.} Thank you. The gentlewoman from
Tennessee, Ms. Blackburn.

Ms. {Blackburn.} Thank you, Mr. Chairman. Thank you
for the hearing, and welcome to our guests today. You know
there 1s a saying nothing in life is free, and iIn Tennessee
we have figured this out with our Tenn Care system. It has
become proof of that. We have learned that comprehensive
health care packages for all cannot be affordable.
Government’s resources to provide care are fixed, and as we
learned, iIntervention can exacerbate rather than control the
growing cost of health care. And Tenn Care has been very
problematic for our state.

Tenn Care kept a blind eye to rising costs and over
generosity. It imposed no limits on days in the hospital or
number of prescriptions that were allowed each month, and iIn
the mid “90s, each Tenn Care enrollee received an average of
30 prescripts per year. However, health outcomes In the
state did not improve.

So to control costs and expand care, we must look to
market forces, not look past them. And while the private
sector is In need of reform, It is more effective than the
proposed government-run options being floated to bring about

more efficient, higher quality, and more effective health
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care.

This hearing is entitled "~ "Ensuring Affordable
Coverage."" 1 believe it should be entitled " "Ensuring
Access to Affordable Health Care Options,™" and 1 say that
because of the experience we have had In our state. The
nation will achieve high quality care at a lower cost when
Americans are empowered to make choices and become prudent
health care consumers.

Thank you, Mr. Chairman, and 1 yield back my time.

[The prepared statement of Ms. Blackburn follows:]
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Mr. {Pallone.} Thank you. The gentleman from Texas,
Mr. Gonzalez. Mr. Gingrey.

Mr. {Gingrey.} Mr. Chairman, thank you. Ensuring
affordable quality health care for all Americans is a worthy
goal iIndeed, a necessary goal. We should work to ensure that
low-income families, those with disabilities or chronic
diseases, and all who purchase health care on their own, have
the same opportunity to access health care as their
neighbors.

But access to an insurance card, no matter i1f that card
is for a family health plan or a government program, it does
not guarantee access to quality health care. In my state of
Georgia, the number of general physicians has declined over
15 percent in the past 10 years. Unfortunately Georgia is
not an isolated case.

Mr. Chairman, access to quality health care should mean
that all Americans are able to see a qualified medical
professional and receive a life-saving treatment or drug when
they need it. Going forward, Mr. Chairman, it is my hope
that this subcommittee will not lose sight of the fact that
we will destroy, not improve, but destroy health care if we
take actions to reform the system that drive doctors out of

the practice. Thank you, Mr. Chairman. 1 yield back.
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500 [The prepared statement of Mr. Gingrey follows:]
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Mr. {Pallone.} Thank you.

33

Virgin Islands, Ms. Christensen.

Ms. {Christensen.} Thank you, Mr. Chairman.

opening statement.

The gentlewoman from the

I waive my

[The prepared statement of Ms. Christensen follows:]
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Mr. {Pallone.} Gentlewoman from Florida, Ms. Castor.

Ms. {Castor.} Thank you, Chairman Pallone. Our
neighbors and folks all across this country are depending on
us to tackle this health care reform effort and help make
health care more affordable for their families. So we need
your expert testimony now more than ever. The stakes are
very high in my home state of Florida that has the second
highest rate of uninsured.

In fact, | was going through the comment cards in my
office last night, and health care iIs the number one issue.
They know that 1t is not just their well-being. 1t i1s their
economic well-being in a very difficult time.

One constituent shared a story. 1 guess they felt so
compelled. They were so offended by the fact they were
waiting in line at the pharmacy behind a woman who was
picking up insulin for a relative, and the pharmacist had to
say | am sorry. Your private HMO has declined coverage. We
cannot provide the insulin. And they said there is no other
option? No, there is no other option for this expensive
insulin. We cannot provide it to you. So that person, that
neighbor waiting behind felt so compelled to write to their
member of Congress to say this just i1Is not acceptable In our

country.
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The proof of dysfunction is legion. Now, what we need
are the solutions. So I look forward to your testimony very
much, and I know that this committee will act expeditiously
this year on health care reform. Thank you.

[The prepared statement of Ms. Castor follows:]
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Mr. {Pallone.} Thank you. The gentlewoman from Ohio,
Ms. Sutton.

Ms. {Sutton.} Thank you, Mr. Chairman, for holding this
important hearing. |1 am particularly interested iIn today’s
topic of making health care affordable for working families.
Unfortunately our current system is far from affordable, and
every day we wait, there are consequences.

Ask Tammy Whit from Ohio. She was diagnosed with stage
three breast cancer in April of 2006 and had to undergo a
mastectomy and nine months of radiation. Tammy was receiving
what she thought was comprehensive health insurance from her
job, but Tammy”’s low annual iInsurance benefit caps left her
with unaffordable medical debt that eventually caused her to
declare bankruptcy.

Like Tammy, far too many Americans have to worry about
facing bankruptcy when they become ill because of the cost of
health care. We can do better, Mr. Chairman, by Tammy and
families across this country. We have to do what we can to
rein In costs and make health care more accessible and
affordable. And I look forward to hearing from our panelists
today.

[The prepared statement of Ms. Sutton follows:]
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Mr. {Pallone.} Gentleman from lowa, Mr. Braley. Ms.
Baldwin.

Ms. {Baldwin.} Thank you, Mr. Chairman. 1 hear from my
constituents every single day about the high cost of health
care, whether they are insured or not. Brenda, a constituent
of mine, was self-employed as a children’s book author. Her
small income disqualified her from being eligible for
Wisconsin’s public health insurance program, and she couldn’t
afford to purchase health care in the individual market.

Last year, Brenda got a small kidney stone, but because
she was uninsured and could not afford health care, she
delayed getting it treated to the point that she had to be
hospitalized with severe infections and internal bleeding.
She 1s no longer able to work and receives insurance from the
public health insurance program now.

We absolutely must tackle this issue i1If our reform iIs to
succeed at all, and we must ensure that individuals like
Brenda are able to access the case they need when they need
it.

In my last couple of seconds, Mr. Chairman, I just
wanted to respond to some of the comments we have heard about
having public sector options along with private sector

options. Medicare Part D i1s used as an example frequently.
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I would note that in the state of Wisconsin, 1 think we are
the only state that has a public sector option in the
Medicare Part D program. It is very, very successful, and 1
hope that we will be able to study it further as we have this
debate about whether there should be both public and private
sector options available to our constituents.

[The prepared statement of Ms. Baldwin follows:]
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Mr. {Pallone.} Thank you. Gentleman from Connecticut,
Mr. Murphy.

Mr. {Murphy of Connecticut.} Thank you, Mr. Chairman.

I hope that we spend some time this morning talking about the
fact that just because you have health care insurance doesn’t
necessarily mean you have health care. This is an Important
distinction that needs to be at the center of this debate.

For instance, in Connecticut, we have a very generous
Medicaid program, but because i1t doesn’t pay doctors enough
to be part of it, we have Medicaid recipients that can’t find
a psychiatrist or can’t find an orthopedic surgeon no matter
where they do. Before 1 came here, we had to pass a law iIn
Connecticut that cracked down on private insurers that were
charging $200 copays for MRIs, basically putting the entire
burden of that procedure on the consumer.

Universal health care insurance and universal health
care are potentially very different things, and 1 hope that
this hearing will push Congress towards passing a health care
reform bill that guarantees that every American gets quality
health care that they can afford, not just a claim of
coverage or phantom access. | thank the panel for being
here, and 1 look forward to hearing from you today.

[The prepared statement of Mr. Murphy follows:]
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Mr. {Pallone.} Thank you. Gentleman from Utah, Mr.
Matheson.

Mr. {Matheson.} Thank you, Mr. Chairman. Cost iIs the
issue, and today we are talking about affordability for
families. We should be talking about affordability for
everyone, the American families, businesses, the effect on
small business. There is a lot of talk about access and
making sure everyone has access to health care. If we give
access to everyone under our current system and don’t take
steps to create reform in our system and make 1t more
efficient, we are going to drive off the financial cliff even
more quickly than we are headed right now.

So 1 encourage this committee to continue to look at
ways to make this system better. The good news is there is

tremendous opportunity to make it better without spending

more money. The current system is i1nefficient. It i1s not
productive. It has perverse incentives built throughout its
structure. It has a bloated administrative component that I

can’t believe we have put up with as a country. So I think
there are great opportunities for this committee to act iIn
the best traditions of the Energy and Commerce Committee iIn a
bipartisan way to be substantive, to look at multiple

variables that really need to be addressed if we want to
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reform our health care system.

That is what this committee ought to do, and 1 look
forward to this hearing and additional hearings in the
future. Thanks, Mr. Chairman.

[The prepared statement of Mr. Matheson follows:]
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Mr. {Pallone.} Thank you, and 1 want to thank all of
our members for theilr opening statements, and now we will
turn to our witnesses and welcome to all of you. We have a
very distinguished panel with us today, and I am going to
introduce them from left to right. And then we will have
five-minute statements from each of you.

First again to my left is Dr. Uwe Reinhardt, who is a
professor of political economy, economics and public affairs
at Princeton University in home state. Thank you very being
here today. We have Ms. Sally Pipes who is president and
chief executive officer of the Pacific Research Institute,
and then we have Dr. Judy Feder, who is senior fellow of the
Center for American Progress Action Fund. She also has been
before our committee many times in the past, our
subcommittee.

So thank you all, and if we could start with Dr.
Reinhardt. Is your mike on? | am not sure. You pressed the
button?

Mr. {Reinhardt.} High tech.

Mr. {Pallone.} That is good.
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I
NSTATEMENTS OF UWE REINHARDT, PH.D., PROFESSOR OF POLITICAL

ECONOMY, ECONOMICS AND PUBLIC AFFAIRS, PRINCETON UNIVERSITY;
SALLY C. PIPES, B.A., PRESIDENT AND CHIEF EXECUTIVE OFFICER,
PACIFIC RESEARCH INSTITUTE; AND JUDY FEDER, PH.D., SENIOR
FELLOW, CENTER FOR AMERICAN PROGRESS ACTION FUND

I
NSTATEMENT OF UWE REINHART

} Mr. {Reinhardt.} I am from rural New Jersey, as you
know, and 1 have to learn these things.

I have submitted a statement to the committee. It falls
into three parts, and the first one | briefly visit the issue
of cost, just to remind Americans how expensive our system
iIs. The second one, I look at what this cost does to
American families, looking sort of at the median American
family. And then in the final, 1 have some perspectives on
proposals before the nation to fix this problem.

Now, it is well known that we spend on a per capita
basis in purchasing power parity a lot more than other
nations, 56 percent more than Switzerland, which is viewed as
a very high quality health care system, and 83 percent more
than Canadians do. And yet if you look at health statistics,

you will not find that much different. 1In fact, 1 find it an
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intellectual breakthrough of major proportions that the
business roundtable, which used to be the staunch defender of
our system as the best in the world, now comes out with a
report just last week talking about a 20 percent value gap,
saying relative to other nations, Americans get 20 percent
less value for their health care dollar than other nations.
That is a very important recognition by these important
people.

I also remind people of what we call the Winberg
variations, for example, that under Medicare, it costs more
than twice as much per elderly in Miami than it does i1n San
Francisco, which is in an issue, | believe, that Congress
should begin to look into, fund research to say why should it
cost twice as much in one part of the country than in others.
But it is not just in Medicare. You will find the same in
private insurance as well.

So 1 believe cost effectiveness analysis, which i1s a
dirty word yet on the Hill, at some point does have to be
embraced. It is just called operations research. There is
no other industry that wouldn’t look at cost per unit of
output. Health care is really the only one.

But 1 also would urge Congress not to say let us do cost
control first and then universal coverage because we have

said this for 30 years. We have never done the former, and 1
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don’t think you can fool God that long with the excuse that
we cannot afford it. We have said this now for 30 years. It
is time to go to universal coverage.

In the second section, 1 look at the American family. 1
use for this not health i1nsurance premiums, which 1s a very
misleading indicator. 1 use the Milliman medical i1ndex,
which includes the premium for health insurance for the
family plus their out-of-pocket spending. But you can always
make premiums go down or slower just by cutting the benefit
package, raising deductibles, and so on.

So you really should look at the Milliman medical iIndex.
Last year, on average, for a family of four, it costs $15,600
for health care in America. It would be now $16,500. Now,
compare that to the median household income in America in
2007 was $51,000. So if one had the view that people should
be responsible for their own health care, you would be saying
for a median American family that they should spend $16,000
out of their $51,000. That is an awful heavy burden. Now,
for lower income families, as your statement correctly says,
30 percent of available discretionary income goes for health
care.

So what I predict that in the next decade--1 have a
little table here. 1 use a family here with a wage base of

$50,000 and say if that wage base grows at 3 percent and
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health care spending per capita by 8 percent, which is what
it has been, for the next decade, then half that family’s
wage base would be chewed up by health care 10 years from
now, half.

Even 1f you make very optimistic assumption that health
spending grows only 4 percent and wages 5 percent--it IS even
unthinkable given what we are facing right now. But even if
you make that, 30 percent of that family’s wage base would be
chewed up. So we are sailing into a perfect storm, and the
Congress at some point faces the following question. Either
taxes have to be raised on those of us fortunate to be iIn the
upper part of the income distribution, myself included, or--
and then you could have a roughly egalitarian health system.
Or you seriously have to redesign the system to ration health
care by income class, which is, of course, what we have been
doing already. And this is a sort of mischievous piece of
mythology that government run systems like Canada’s ration
health care and private markets don’t.

IT you have a specialty drug that costs $100,000 a year
and you ask somebody to pay a 30 percent co-insurance for
getting that drug, you are rationing that person out of that
specialty drug if their income is $50,000. 1 mean it is
just--every textbook in economics will tell you that prices

ration. It is just one other form of rationing. So this is
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what the Congress faces.

And then look iIn the last section at the individual
market and presents several models. |1 don’t have time to go
into 1t, but there is the issue of the public health plan.
Given what the American people have witnessed, they have seen
great American companies, AIG, GM, CitiGroup, go under.
Given the shock they have received, one could imagine that
Americans would yearn for an option that is government
because 1 believe In the end i1t iIs the government Americans
trust because that i1s where they always run to when they get
in trouble, whether they are big bankers, or whether i1t is
FEMA or whoever i1t i1s. When the going gets tough, the tough
run to the government. That is the slogan, and I have
observed it for 40 years in this country.

So therefore I believe that people say we shouldn’t have
a public option have a tall order to explain to the American
people why they should be deprived of a choice that they may
yearn to have. And 1 then go through later on how one could
make that a level playing field. 1t is after all only a
choice. You don’t have to choose 1t. You can go private.
But it should be, In my view, 1 as a citizen would love to
have that option, and I might even take 1t. Thank you very
much .

[The prepared statement of Mr. Reinhardt follows:]
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782 Mr. {Pallone.} Thank you, Dr. Reinhardt. 1[I want to
783 make sure | got this quote. When the going gets tough, the

784  tough run to the government?

785 Mr. {Reinhardt.} Yes.
786 Mr. {Pallone.} Okay.
787 Mr. {Reinhardt.} That is the marching order of the

788 rugged individualist.

789 Mr. {Pallone.} Thank you. Ms. Pipes.
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I
NSTATEMENT OF SALLY C. PIPES

} Ms. {Pipes.} And that is probably me. Thank you very
much for the opportunity to testify. 1 think we would all
agree that all Americans want affordable, accessible quality
health care. The question is how do we achieve that goal?
And there are two competing visions for reforming health care
and achieving universal coverage in this country.

One focuses on patient-centered solutions, empowering
doctors and patients, and encouraging innovation in new
pharmaceuticals and medical devices. The other vision is
focusing on increasing the role of government in our health
care through higher taxes, mandates, and subsidies. This
vision for greater government involvement is on the rise
today, and 1 think we need to focus on the fact 47 percent of
health care in this country today is In the hands of
government through Medicare, Medicaid, S-CHIP, and the VA
system.

The long-term goal of the new administration and many
Democrats iIn Congress is Medicaid for all. As has been
pointed out, the U.S. today spends 16 percent of GDP on
health care, about $2.3 trillion, and many people say that

that 1s too much. And iIf we are going to get that percentage
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down and achieve universal coverage, how do we reduce the
number of uninsured from the 46 million Americans?

Canada, my country of birth and where 1 spent most of my
career working as an economist, spends 10 percent of GDP on
health care and does have universal coverage. |If Canada has
universal coverage and only spends 10 percent of GDP, why can
we not duplicate that model? The Canadian government took
over the Canadian health care system in 1974 and banned any
private health care for procedures provided under the Canada
Health Act.

Of course, the demand for health care was much greater
than could be provided by government. As a result, Canadians
suffer from long waiting lists for care, rationed care, and a
lack of access to the latest technological equipment.

A few statistics: 750,000 Canadians are on a waiting
list, waiting for procedures; 3.2 million Canadians, out of a
population of 32 million, are waiting to get a primary care
doctor. The average wait today from seeing a primary care
doctor to getting treatment by a specialist is 17.3 weeks.
That 1s over four months. Canada ranks 14th out of 25
countries within the OECD on MRI machines and 19th out of 26
countries iIn CT scanners.

When the government is the monopoly provider of health

care, people wait and wait. When they get tired of waiting
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or are too sick to wait further, they flee if they can, and
many come to the United States for treatment.

Belinda Stronick, former member of Parliament in Canada,
opposed opening up the Canadian health care system to any
private side, but when she was diagnosed with breast cancer
in June 2007, she came to UCLA and had her breast cancer
surgery done and paid for it out of pocket.

A woman in Calgary, Alberta, expecting quadruplets last
year, there was not a single neonatal unit in Calgary, iIn
Alberta, or in Canada where she could deliver her quads. She
was air lifted to Great Falls, Montana, a city of 55,000, and
her quads were successfully delivered.

I have many, many stories of people in my family. My
mother couldn’t get a colonoscopy at her age and died within
two weeks when she was hemorrhaging in the emergency room.
Dr. Brian Day, orthopedic surgeon and former president of the
Canadian Medical Association, told the ~"New York Times®*"

" “Canada is a country where a pet--a dog can get a hip
replacement within two weeks. A Canadian citizen has to wait
two to three years."™"

In June 2005, the Canadian Supreme Court ruled on a case
for the province of Quebec that the ban on private health
care and private insurance is illegal because of the long

wait times. Madame Chief Justice Beverly McLaughlin said
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access to a waiting list is not access to health care.
Canada is opening up its system while the U.S., 1t seems to
me, 1S moving more towards a government-administered system.

President Obama has said that employers would have to
provide coverage or pay a payroll tax so that employees can
get coverage within a new government-run insurance plan,
which would be part of a newly created national insurance
exchange.

The exchange would also include private insurers. |1
think the government insurance and the private plans would
have to have guaranteed issue, community rating, and many
mandates which will make them even more expensive.

My view is that the government plan will be priced lower
than the private plans. 1 see ultimately crowding out of
private plans and taking American down a fateful road to
Medicaid for all. We would then have universal coverage. We
would not have universal access. Care will be rationed.
Taxes will iIncrease significantly, and the entrepreneurial
spirit of this country will be weakened.

When we get totally socialized health care in America,
where are we going to go? We can change the tax code, as has
been mentioned, by removing the tax advantage to those who
get their insurance through their employer. We could offer,

as McCain suggested, a refundable tax credit for everyone.
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884 We want to empower patients. We want to reduce state

885 mandates, which add between 20 and 50 percent to the cost of
886 an iInsurance plan.

887 I think people should be able to purchase iInsurance

888 across state lines. We need med now reform, and 1If we do all
889 that, we can reduce costs and significantly reform and reduce
890 the number of uninsured in this country. Universal choice
891 will lead to universal coverage for all Americans, and then
892 we will have affordable, accessible quality health care for
893 all.

894 As P.J. O’Rourke, my friend, says i1f you think health
895 care is expensive now, just wait until 1t is free. Thank

896 you.

897 [The prepared statement of Ms. Pipes follows:]
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899 Mr. {Pallone.} Thank you. Dr. Feder.
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I
NSTATEMENT OF JUDY FEDER

} Ms. {Feder.} Thank you, Chairman Pallone and
Congressman Deal and members of the committee. It is a
pleasure to be with you today to talk about the critical need
for affordable health care for all Americans.

As 1 listened to Ms. Pipes, 1 wonder whether she is
truly following the plight of Americans who can’t afford
health care and whether she is following the kind of American
health reform that we are really talking about. You
mentioned President Obama’s campaign plan. He has talked
about his commitment of the choice of health plan, of quality
care, and affordability for all Americans. So I would like
to get our attention back to the problems Americans are
facing as 14,000 Americans are estimated every day to be
losing their health insurance as they lose their jobs and as
benefits are shrinking even for those Americans who have
health iInsurance.

The problem of unaffordability is most apparent for the
now probably more than 47 million Americans who lack health
insurance, most of whom have incomes below twice the federal
poverty level, about $44,000 per family of four. And if they

don’t get health iInsurance through their employers, as most
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of them don’t until most of them are working, they simply
can’t afford the $13,000 roughly 2008 cost of a comprehensive
health insurance policy.

But affordability, as you have noted, is increasingly a
problem even for people who have health insurance. In 2007,
for example, the Commonwealth Fund identified 25 million
people under-insured or economically threatened due to high
out-of-pocket costs up from 15 million. So that is 15 up to
25 million in only four years.

Similarly, the number of Americans who report problems
facing paying medical bills has risen. It has jumped from
one In seven Americans under age 65 in 2003 to one in five
Americans by 2007. Not surprisingly, low income families
face the greatest problems, and sadly, our valuable Medicaid
and CHIP programs do not necessarily prevent these problems.
No matter how low their incomes, working aged adult who are
not parents of dependent children or are not disabled aren’t
eligible for Medicaid in most states. And even the
populations they do cover, Medicaid and CHIP have been
modified in recent years to give less protection in terms of
out-of-pocket costs to low-income families.

Finally, not really surprisingly but ironically,
affordability problems are the biggest problem for people

when they get sick. In particular, individuals who are
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946 older, have an activity limitation, a chronic condition like
947 diabetes or heart disease are most likely to be underinsured.
948 And if they don’t get coverage through an employer-sponsored
949 health plan or if they lose this coverage, they are going to
950 have one heck of a time getting i1t from a non-group market
951 that systematically denies coverage, limits benefits, or

952 charges excessive premiums to individuals with pre-existing
953 conditions or whom insurers believe are likely to need health
954 care.

955 Now, I have been talking here about money problems, but
956 we all know that affordable health care i1s a problem of your
957 money and your life. There i1s lots of evidence and the

958 Institute of Medicine has come out with a new report

959 documenting once again that people without health iInsurance
960 are more likely than people who have health insurance to

961 delay care, to get less care, and actually to die when they
962 get sick.

963 Sadly, evidence suggests that increasingly people who
964 are underinsured are facing similar problems. One report
965 shows that they are postponing care, skipping recommended
966 medical visit or treatment, not filling prescriptions, and
967 skipping doses or cutting pills. The underinsured not only
968 struggle medically to survive, their medical struggle, as we

969 have heard from some of you and you hearing from your
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constituents is forcing them into bankruptcy and increasingly
into foreclosure.

Even people with insurance just can’t afford to get
sick. But we are gathered here today to address this
problems, and, Mr. Chairman, we are counting on you in the
coming months to do exactly that. So let me give you four
principles to keep your eye on as the committee and the
Congress moves forward.

First, keep your eye on families” total health spending,
as Dr. Reinhardt said, not just premium contributions but
also on deductibles, cost sharing, and spending for other
service. You have to watch out for a desire to keep those
premiums low by keeping the cost sharing high. The result is
going to be insurance that doesn’t work when you get sick.

Second and related, remember that benefits matter.
Health insurance worthy of the name has to work for people
when they are sick. So despite claims that I have heard and
I am sure you have heard that any insurance is better than no
insurance, insurance that leaves people without the ability
to buy the services that their doctors and practitioners
prescribe is just not good enough. Like members of Congress,
all Americans need adequate benefit packages with a defined
set of services. It is a critical linchpin for

affordability.
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994 Third, affordability clearly depends on income, and low-
995 income families need special protections.

996 And finally, insurance must stop discriminating against
997 sick people. As long as iInsurers can deny coverage, limit
998 benefits, or charge higher rates based on people’s age or
999 health status, Insurance iIs going to remain unaffordable for
1000 people who need health care.

1001 Meaningful health reform cannot fail to ensure that
1002 health insurance is affordable for people who have been or
1003 whom insurers believe are likely to become sick.

1004 We know that enacting health reform is a challenging
1005 task, but now is the time. |1 commend you for your efforts
1006 and look forward to working with you to get affordable

1007 coverage for every American this year. Thanks.

1008 [The prepared statement of Ms. Feder follows:]
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1010 Mr. {Pallone.} Thank you, Dr. Feder, and thank all of
1011 you really for your statements. Now, the way we work It, we
1012 have questioning now from members of the committee, and I
1013 will start by recognizing myself for 5 minutes.

1014 And my question really is to both Dr. Reinhardt and Dr.
1015 Feder. |1 would like to get your thoughts on the addition of
1016 a new public plan, which you actually did discuss a new

1017 public plan to a menu of health care tools available for
1018 expanding coverage.

1019 Obviously we want to build on existing programs like S-
1020 CHIP and Medicare and Medicaid. But the fact remains that
1021 with 46 million uninsured people in this country, we will
1022 need to build significant new capacity In our insurance

1023 system.

1024 Now, you know, we have talked about having the

1025 government do a health care marketplace. Massachusetts 1is
1026 sometimes cited as an example where the government would go
1027 out to private plans and, you know, see what their benefits
1028 are, their premiums perhaps, negotiate both those standards
1029 and premiums and offer group plans to people as an

1030 alternative to the individual market.

1031 But in the context of that is this possibility of an

1032 option to enroll In a new quality affordable public plan.
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1033 And the goal of that would be to create healthy competition
1034 with private insurers, lowering overall costs and at the same
1035 time expanding access across the health care system. So 1
1036 wanted to start with Dr. Feder and ask what you think about
1037 creating a new public plan, and is that a good i1dea In the
1038 context of some kind of health marketplace, national health
1039 marketplace?

1040 Ms. {Feder.} Mr. Chairman, 1 think you posed the

1041 question exactly right. 1t iIs very important to remember
1042 that what you put forward and what is being talked about is a
1043 choice for Americans and in choice of private and public

1044 plans, not characterized as a public takeover or Medicaid for
1045 all. That is completely incorrect. We are talking about
1046  choice.

1047 And the importance of that choice is actually to set a
1048 model, and insurance companies are no model for running this
1049 system efficiently, private Insurance companies. And they
1050 are not getting us good deals and getting us adequate

1051 protection. So establishing a public plan that is a choice
1052 and that operates on a level playing field with private

1053 insurers can actually serve as a push to get more

1054 competition. 1 think competition is a goal that all of us
1055 have, effective competition, to get efficiency iIn the health

1056 care system.
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Mr. {Pallone.} Okay, thank you. Dr. Reinhardt, do the
experiences of other countries that have successfully built
universal health care systems suggest that a new public plan
could be helpful to America, to the U.S.?

Mr. {Reinhardt.} 1 think certainly i1t could. Not a lot
of countries actually have this sort of mixture. The only
one that comes close is Germany. They don’t really have a
public plan, but they have privately managed sickness funds,
nonprofit, that work a little bit like Medicaid managed care
where the government collects the taxes essentially but lets
private competing health plan purchase the health care but
under unbelievably tight regulation. So 1t almost is like a
government plan.

I too share the view that it choice is the mantra, and
many Americans really do like choice, then having a public
plan that people might like seems to be something that should
be done because by what rights would one deprive the American
people of a choice they might favor? Now, where would I get
this idea that they might favor a government plan?

Well, two. The first one is we do have Medicare, and
the elderly do have a choice to go into private health plans
or to stay in the government-run plan. And 1 don’t know what
the--1 think 75 percent still choose the government plan iIn

spite of the fact that the private health plans get--the
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taxpayer pays them 14 percent more to be able to offer a
benefit. To me, that suggests there is a strong latent
demand among the American people for a private health plan.

And then people say well, that is socialized medicine,
and I would urge the committee not to use that term anymore.
And the reason I do is I will tell a little vignette. People
will tell me socialized medicine is just terrible, and it is
awful. And then I will say okay, 1 will accept 1t. Why do
you not like my son? And then they look. What have you got
to say--my son? | say my son iIs a veteran, a decorated U.S.
Marine Corps veteran with a purple heart, and yet you give
him socialized medicine called the VA.

So why do Americans run down this concept? We are not
even talking socialized medicine--e are talking about social
insurance--run it down and yet give the very contract to the
veterans, and I am a father of one.

And I would like sometime i1f somebody in this room write
to me and explain this paradox to an immigrant like me why do
you give veterans socialized medicine when it Is so bad.

Mr. {Pallone.} Thank you. Mr. Deal.

Mr. {Deal.} Thank you, Mr. Chairman. As 1 indicated in
my opening statement, transparency of pricing iIs important to
me, and | have introduced a bill. And I would like to give

you some of the components of that and see what your reaction
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1105 to it would be.

1106 First of all, the bill would allow uninsured patients
1107 and other patients who pay out of pocket for certain health
1108 care costs to be able to go to an HHS website, enter their
1109 families income and the health care services they need, and
1110 find out the prices they will be charged for these services
1111 by all the health care providers in their area.

1112 Second, i1t would allow doctors and hospitals to use the
1113 same website to find out what a particular Insurance company
1114 will pay them for a particular item or service before i1t is
1115 delivered, and it will allow these providers to find out what
1116 their patients’ copays will be.

1117 Third it would allow the insured patients to make better
1118 informed decisions by allowing them to use the same website
1119 to find out what their copayments would be for particular
1120 health care services In their area, depending on who the
1121 health care provider was.

1122 And finally, 1t would require HHS to publicly disclose
1123 all of their Medicaid data in a way that protects

1124 individual’s privacy but allows the public to join in the
1125 fight against Medicaid fraud and allow patient advocates to
1126 make sure that Medicaid patients, for example, are getting
1127 the care that they need. It would allow citizens to know

1128 whether or not young children who are enrolled in their
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state’s Medicaid program are getting their well child
checkups, and whether older patients are getting their annual
cancer screenings.

Would a piece of legislation like that be something that
each of you might support? And I will just ask you
individually. Dr. Reinhardt?

Mr. {Reinhardt.} As a general principle, price
transparency is essential 1If you ever want to have models
based on choice and competition. And, of course, the health
system has been uniquely opaque in this regard. Now, there
iIs a problem with posting prices. Hospital charge masters
has close to 20,000 items, and a physician fee schedule has
7,000 items In it. So prices would have to be reconfigured
to be for complete procedures.

I had in a paper proposed, in Health Affairs, that maybe
the way to go is to say let us use the DRG system for all
patients, no matter who the insurer i1s, because it Is a
relative value scale. But each hospital has the right to set
its own conversion factor to monetize the thing, and they
have to advertise that. And only one number would give you
the prices of a hospital.

Or one could have research that bundles all the services
that go Into a treatment like a coronary bypass graft or a

hip replacement and then give you the price per procedure
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with everything bundled in.

But 1 think the idea of transparency is one | would
wholeheartedly support.

Mr. {Deal.} Thank you. Ms. Pipes.

Ms. {Pipes.} Yes, and | too support price transparency.
We have price transparency in most aspects of our life,
whether it is what service we use or what bank we use. |
would be against government mandating price transparency. |
think, you know, In consumer patient-centered health care, we
have seen--we will see, if we encourage that and support it,
I think we will see price transparency because when you put
doctors and patients iIn charge of your health care, prices
will be negotiated.

I think if we change the tax code, as | mentioned, soO
that individuals can by health insurance, as Ms. Eshoo said,
on the same level playing field that those who get the tax
benefit through their employer-based coverage. 1 think we
will see much more competition. We will see new entrance
into the iInsurance market, and when we have more competition,
we will see prices being negotiated.

I think even iIn Medicare, you know, we could open up to
empowering Medicare patients and doctors, and we will see
people negotiating. And we will get price transparency as we

have 1n all other aspects of American life.
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1177 Mr. {Deal.} 1 take that as a qualified yes?

1178 Ms. {Pipes.} Yes.

1179 Mr. {Deal.} Dr. Feder?

1180 Ms. {Feder.} 1 think that your proposal, Congressman
1181 Deal, makes a great deal of sense. 1 haven’t seen it in all

1182 its details, but transparency in what--getting inside the
1183 black box of insurance is critical as a customer, as a

1184 taxpayer, every other way. And so 1 applaud your efforts,
1185 and I am happy to be of what help I can.

1186 Mr. {Deal.} Thank you. Let me explore very briefly
1187 because my time is running out. |If we go to a government
1188 option proposal that would be offered as part of a package,
1189 would you anticipate that that government option would also
1190 have to take into account state mandates on what must be
1191 offered, which vary obviously from state to state, and would
1192 1t also therefore take into account community pricing? And
1193 if it does all of that, don”t we wind up with a system where
1194 a public plan would cost significantly more depending on
1195 where you lived? And how do we deal with that inequity iIn
1196 terms of explaining that to the public? Or would i1t simply
1197 be a uniform premium that you would anticipate that public
1198 plan would offer?

1199 Ms. {Pipes.} So I pointed that out in my testimony that

1200 things like guaranteed issue, community rating, and a lot of
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mandates add significantly, 20 to 50 percent, to the cost of
a premium. And if, within this national iInsurance exchange,
there i1s going to be a public plan and all of those things
are going to be added onto it, you are right. We are going
to see the cost of Insurance go up rather than going down.
And that i1s going to crowd out more people out of getting
covered and reducing that number of uninsured.

So under the health saving account patient-based health
care, It is not for everyone, but we have seen prices come
down as Mr., 1 think, Burgess mentioned. We have also seen
that people who have HSAs are 30 percent more likely to get
an annual checkup and be engaged in prevention because they
don’t want to be facing significant cost once they have a
degree. And that work was done by McKinsey and Company.

So 1 think we have to be very careful. 1 am very
worried. New Jersey, New York, Massachusetts have community
rating, guaranteed issue. Theilr Insurance iIs very expensive,
and 1T we do this plan, 1t is going to crowd out private
insurers, and that is my main concern.

Mr. {Deal.} 1 am sorry I can’t have any time. 1 have
already exceeded my time, and I am afraid 1 can’t let the
rest of you answer. But maybe we can get to it later. Thank
you.

Mr. {Pallone.} Thank you, Mr. Deal. Ms. Eshoo.



1225

1226

1227

1228

1229

1230

1231

1232

1233

1234

1235

1236

1237

1238

1239

1240

1241

1242

1243

1244

1245

1246

1247

1248

72

Ms. {Eshoo.} Well, 1 want to thank the witnesses, each
one coming from their own place and stating their case really
forthrightly. 1 enjoyed your testimony, and 1 think that,
while 1 might not agree with everything that 1 have heard, 1
like the way you have framed i1t and presented it to us.

Since today i1s St. Patrick’s Day and the one day where
we are all Irish, Ms. Pipes--is it, yeah, Pipes. You quote
P.J. O’Rourke. And you say if you think health care is
expensive now, just wait until it is free. Where, in
anything, iIs anyone talking about free?

Ms. {Pipes.} Well, Michael Moore --

Ms. {Eshoo.} | mean where does this come from?

Ms. {Pipes.} Well, because people, as Michael Moore
said in his movie " "Sicko™"--

Ms. {Eshoo.} We are not talking about movies. We are
talking about reality.

Ms. {Pipes.} Right.

Ms. {Eshoo.} So when you say in congressional testimony
if you think health care is expensive now, wait until it is
free, who has suggested that health care is free? We are
faced with 12 and 14 percent increases every year. It simply
iIs unsustainable. We know that people are left out. We know
that 1t 1Is a system that is fractured. We know that we are

spending too much as a nation and not getting back for people
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what they should have. And so I really think that the notion
to say just wait until it is free is--it really doesn’t
belong here. |1 just--1 feel strongly about that. 1 don’t
know if--you might not regret having said i1t, but 1 don’t
think 1t i1s really part of this.

I mean you can defend i1t, but do you have a defense for

Ms. {Pipes.} Yes.

Ms. {Eshoo.} Yeah.

Ms. {Pipes.} So thank you for that comment. What it
means 1s when government takes over the total supply of
health care, people think it 1s free because--

Ms. {Eshoo.} Well, we can get into a real debate here.
This is not a discussion about the government taking it over.
This is about the government rewriting the rules of this
because so much of it is not working, and we know that i1t is
not. Insurers say that. Families say that, and so there is
consensus on that.

So now, let me move on and just as a few questions. |1
really want to kind of drill down on this whole issue of tax
treatment. And while this is not the Weighs and Means
Committee, you are all experts, and 1 really would like to
hear your views on this and what your opinions are on the tax

treatment of employer-sponsored insurance plans.
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As you know, those who get their insurance through work
pay no tax, while those that purchase iInsurance without a
group plan do. Do you think that all plans should be taxed?
Do you think they should be taxed in part for certain
services? What is your view on all of this? 1t is not a
subject matter that i1s often discussed, and I am curious
about 1t. So Dr. Feder, do you want to start?

Ms. {Feder.} Sure. You raised It in your opening
remarks--

Ms. {Eshoo.} Right.

Ms. {Feder.} --that i1t is concerning to you. And our
employer-sponsored health Insurance has grown up as the
development preceded the special tax treatment, but that has
strengthened i1t. And there is a concern about inequities
because better off people get a better break than low income
and certainly than low insured because it varies with your
tax bracket. And so there are concerns about that.

But 1 am very concerned about doing anything that
undermines the employer-sponsored health insurance system
because although it has significant limitations, i1t does
create the groups, and you talked about ensuring access to
group Insurance. It creates those groups that enables us to
pool risk rather than having everybody on his own, which we

see 1In the non-group market.
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So | think that there are concerns about it. 1 think as
we develop a system, we want it to be fair and share
responsibility, whether it is through the tax system or other
mechanisms for everybody. But 1 am very concerned about
proposals to eliminate the tax break because it essentially
does undermine the iInsurance system, the employer-sponsored.

And also anything that would shift, that would make it come

apart and throw everybody into the non-group market.

Ms. {Eshoo.} Um-hum, thank you. Dr. Reinhardt.

Mr. {Reinhardt.} Well--

Ms. {Eshoo.} Well, you posed a question about
socialized. It is a political phrase to scare people.

Mr. {Reinhardt.} Yeah.

Ms. {Eshoo.} That is what it is.

Mr. {Reinhardt.} Yeah, but it is--

Ms. {Eshoo.} It is a bumper sticker.

Mr. {Reinhardt.} 1t is really peculiar when you--

Ms. {Eshoo.} It 1s peculiar.

Mr. {Reinhardt.} --are the father of a veteran to have
that--

Ms. {Eshoo.} Well, how about members of Congress
receiving Social Security?

Mr. {Reinhardt.} Yeah, or a--

Ms. {Eshoo.} Right.
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Mr. {Reinhardt.} Who are on Social Security as you
know.

Ms. {Eshoo.} Right.

Mr. {Reinhardt.} No, the issue of taxing employer-
provided benefits, most economists in theo