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Mr. {Pitts.} The subcommittee will come to order.

The chair recognizes himself for 5 minutes for an
opening statement.

We had a very instructive field hearing, our first, in
Harrisburg last week, on the one-year anniversary of the
signing of PPACA. What we heard about the health reform
law®s costs on Pennsylvania alone was chilling. Governor
Corbett stated that after the Medicaid expansion had gone
into effect, roughly one in four Pennsylvanians would be on
the program. According to the Acting Secretary of the
Department of Public Welfare, Gary Alexander, Medicaid
currently accounts for 30 percent of the State budget. That
is more than all but two other States, lllinois and Missouri.
And if PPACA is fully implemented, that percentage will
double to 60 percent of their State budget by fiscal year
2019-20. This i1s simply not sustainable for my home State,
or any other. And the numbers don®"t look much better for the
Federal Government, either.

On March 18, 2011, CBO released its preliminary analysis
of the President®s fiscal year 2012 budget. CBO"s estimate
of total spending on coverage expansions in PPACA grew from
$938 billion last March for fiscal years 2010 through 2019 to

$1.445 trillion for fiscal years 2012 through 2021. That is
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a 54 percent increase in federal spending.

As you may remember, President Obama when he was running
promised his health care plan would cost $50 billion to $65
billion a year when fully phased in. CBO, however, projects
that the real cost of the coverage expansions will be $229
billion in 2020 and $245 billion in 2021 — four times the
levels of spending that President Obama had promised.

And what about the jobs PPACA was supposed to create?
Then-Speaker Pelosi stated in February of last year that the
law would create "4 million jobs, 400,000 jobs almost
immediately."" Yet, as Mr. Elmendorf told the House Budget
Committee last month, he expects the law will cost 800,000
jobs by 2021. That may be because the law contains perverse
incentives for businesses not to grow. Small businesses are
hesitant to go over 50 employees and incur a penalty for each
full-time employee who does not have proper insurance, as
defined by the government.

They are also being buried under thousands of pages of
regulations, with thousands more to come, with which they
will have to comply, and they will bear the cost of
compliance on their own. Or, like Case New Holland, a major
manufacturer with operations iIn Pennsylvania, testified at
the field hearing last week, they already expect to spend

$126 million over the next decade just to comply with this
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law, and that is $126 million that won®"t go towards expanding
their business or creating new jobs.

We are receiving reports almost weekly that show that
the true cost of Obamacare is worse than what any of us
expected--higher premiums, more federal health spending,
fewer jobs, less access, and people losing the coverage they
currently have and like. Not only does the law not achieve
its stated goals, the true cost of Obamacare is too high for
our States, too high for the Federal Government, and too high
for the private sector.

I would like to thank all of our witnesses for being
here today.

[The prepared statement of Mr. Pitts follows:]
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Mr. {Pitts.} 1 will yield the remainder of my time to
Dr. Burgess.

Dr. {Burgess.} 1 thank the chairman for the
recognition.

Today we are faced with the question, is the Affordable
Care Act affordable. We don®"t know. We didn"t know when
this committee passed a health care bill last year called
H.R. 3200. Mercifully, that bill died a natural death in the
Speaker®s office and H.R. 3590, as everyone knows, was signed
into law a year and a week ago.

But even today, we don"t know about the essential
benefits package. We don®"t know about the cost of setting up
the exchanges. All of this remains shrouded between a veil
of obscurity.

After the bill became law, our actuary from the Centers
for Medicare and Medicaid Services released his findings to
the Congress and estimated the overall national health
expenditures would be increased by some $311 billion, a
significant difference from the $142 billion in savings that
was advertised merely a month before. So I authored last
year a Resolution of Inquiry requesting the transfer of
internal Health and Human Services communications related to

the date of Mr. Foster®"s report. The Congressional Budget
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Office and the Chief Actuary do model different things, and
this has been pointed out to me by some of our witnesses this
morning. But both are essential components to determining
the cost, the true cost of the Affordable Care Act, and
really should have made available to the Members of Congress
before, before, before the vote was taken last year.

IT the intent of reforming the health care system was
indeed to bend the cost curve, then it looks like mission
accomplished. Unfortunately, we bent it In the wrong
direction.

Now, I acknowledge that the Congressional Budget Office
had an impossible job, and most Members of Congress do
recognize that, and I guess | would just ask the question, if
we rely solely on the Congressional Budget Office when we
know they have an impossible job, if we rely solely on their
numbers, are we In fact not facing reality. What if their
assumptions are off by just a little bit? The result of
maybe 5 percent of employers dropping coverage and moving
employees into the exchanges. What effect does that have on
the cost of the subsidies iIn the exchanges when that kicks in
a few years®™ time? Probably an average of tens of billions
of dollars.

Why was Congress negligent in our responsibility to see

the 1mpact that this law would have on the health care
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system, the cost of the health care system? The
Administration knew that it would take Mr. Foster time to
complete his model, but did the Administration push us to
have that vote before we could have access to the actual
date? And this is the question that needs to be answered
this morning.

Thank you, Mr. Chairman. I will yield back.

[The prepared statement of Dr. Burgess follows:]
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Mr. {Pitts.} The chair thanks the gentleman and
recognizes the ranking member of the subcommittee, Mr.
Pallone, for 5 minutes for an opening statement.

Mr. {Pallone.} Thank you, Mr. Chairman. We are back
from another week off in Congress and it is time for the
Republicans to try to repeal, defund or criticize the health
care reform again. It is pretty clear that the Republicans
believe that if you just keep saying the same thing over and
over again, i1t will start to be believed. Just fire up the
old talking points, throw in a little righteous indignation
and you are good to go. And that would be just fine i1f we
were all talk-radio stars, but we are not. We have a job to
do. We are legislators. We are supposed to be trying to
turn the economy around and create jobs. But here we are to
talk again about the Affordable Care Act, which is just the
Republicans® reheated arguments about repeal and replace,
except they forgot to replace i1t with anything to speak of.

The Republicans seem to wish that if they just click
their heels three times, we could return to that magical time
in the last decade when they controlled both Houses of
Congress and the White House and, as they would tell it,
business prospered and fiscal responsibility was the name of

the game, except that i1s not what happened. When President
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Bush came to office, he inherited a surplus projected to
total $5.6 trillion over 10 years, and he managed to swiftly
squander that, leaving President Obama a nicely wrapped $1.3
trillion deficit In 2009. Under President Bush®s watch, the
number of uninsured increased by 6 million nationwide. Small
businesses, which make up the majority of the uninsured iIn
America, were hurt especially hard during this time. While
57 percent of small businesses were able to offer health
insurance in 2000, only 46 percent were able to by the end of
the Bush Administration, and it would have just gotten worse.
By the time President Obama took office, national health
expenditures surpassed $2.4 trillion in 2009, more than three
times as much as 1t was in 1990. The percentage of income
families spent on employer-sponsored health Insurance rose
from 12 to 22 percent from 1999 to 2009 during the Bush
Administration, and those without Insurance were even worse
off. For many families who had worked hard, saved hard and
planned for the worst, they couldn®t stay in the black i1f
their kid got sick or denied health insurance for life due to
a preexisting condition or if they themselves got sick with a
tough disease and quickly ran through their insurance plan®s
annual limits.

So understanding this, President Obama and the Congress

including this committee didn"t just sit around and whine
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about the previous 8 years under Bush; they stood up and led.
And we are very proud of the health care reform, the economic
certainty, insurance reform and coverage expansions will
offer families across the Nation. We are glad that small
business owners like Rick Poore, who will testify later this
morning, are now eligible for tax credits today to cover
their employees, and in the future Rick will be able to
leverage the purchasing power of small business owners across
the Nation through the State exchanges so that more of his
money can be invested In his business and more of his energy
can be devoted to innovation.

I am very proud that the Affordable Care Act will
control health care spending by making important delivery
system changes that reward quality, not quantity of care. We
are proud that Americans will no longer be held hostage to
insurance companies as a result of the reforms in our
legislation, and 1 will remind you that the Congressional
Budget Office has estimated the Affordable Care Act will
reduce the deficit by $124 billion by 2019 and further cuts
the deficit by $1.2 trillion in the second 10 years.

So if the Republicans want to spend another Wednesday
morning discussing the true effects of the Affordable Care
Act today, I am game, but 1 think we really need to get back

to work and try to create jobs instead of wasting our time
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trying to repeal health reform. 1 mean, it is how many weeks
now since you first repealed the act and of course the Senate
rejected it? We have had nothing but hearings for the most
part on either repealing the bill, repealing part of the
bill, defunding the bill, now, you know, another hearing
talking about the financial aspects of the bill. It just
never seems to end.

So 1 would now yield the remaining time to my colleague
from California, Representative Capps.

[The prepared statement of Mr. Pallone follows:]
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230 Mrs. {Capps.-} Thank you, Mr. Pallone. To underscore
231 what you have just said, we have been in session for 10 weeks
232 now and the Majority has yet to produce a plan to create jobs
233 or strengthen the economy. Instead, our Republican

234 colleagues are here yet again to live in the past and attack
235 the Affordable Care Act.

236 Many of the claims we are going to hear today about the
237 so-called true cost of the Affordable Care Act are likely to
238 he shocking but that is not because the Affordable Care Act
239 1s dangerous or because i1t iIs not working. Instead, it is
240 because these claims are at best gross exaggerations and at
241 worst complete fabrications. Let us be clear: the

242 Affordable Care Act is the largest deficit-reducing bill

243 enacted by Congress in the last decade. It will reduce the
244 deficit by $210 billion over the next 10 years, and by $1.2
245 trillion over the following decade, and it will do so while
246 continuing to help families and small businesses.

247 And as | yield back, the very sections of the bill the
248 Republicans are trying to defund are the provisions which

249 will reduce the deficit. 1 yield back.

250 [The prepared statement of Mrs. Capps follows:]
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252 Mr. {Pitts.} The chair thanks the gentlelady and now
253 recognizes the chairman of the full committee, Mr. Upton, for
254 5 minutes for an opening statement.

255 The {Chairman.} Well, thank you, Mr. Chairman. 1 too
256 thank you for holding this hearing. We just did mark the 1-
257 year anniversary of the health care bill being signed into
258 law last week yet today will be the committee®s first chance
259 to fully explore the true fiscal impact the law will have on
260 our Nation®s budget and job creation.

261 Last week the CBO noted that the coverage provisions of
262 PPACA would cost $1.445 trillion for fiscal year 2012 through
263 2021. This is up from a 10-year cost estimate of $938

264 billion when the bill was signed into law. This is not a
265 change in CBO scoring. Indeed, the CBO estimates for the
266 overlapping years are remarkably consistent. The larger

267 figure simply proves that i1if you take away some of the

268 gimmicks, mainly paying for only 6 years of benefits in the
269 first decade, that the cost far exceeds $1 trillion and will
270 likely top $2 trillion over a full 10 years.

271 We have also heard about how PPACA imposes a paperwork
272 nightmare on small businesses. The law, as we know, requires
273 a tax filing for every transaction over $600. The House has

274 voted to repeal this massive paperwork cost on American
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275 employers. However, our job does not end there. PPACA

276  includes dozens of new paperwork requirements that force

277 businesses to report to HHS, the Department of Labor, and the
278 IRS. Job creation is our top priority, which is why we

279 cannot ignore the fact that PPACA reduces employment.

280 In recent testimony before the House Budget Committee,
281 Mr. Elmendorf stated that 800,000 jobs would be lost because
282 of the new health care law. We should be creating jobs, not
283 destroying them, which is why many of us believe that we

284 should repeal this job-destroying bill. Many of us believe
285 that we must repeal the uncertainty that 1t iIs causing

286 businesses and the hundreds of billions of dollars in new
287 taxes and mountains of paperwork.

288 I would yield the balance of my time to Dr. Gingrey.

289 [The prepared statement of Mr. Upton follows:]
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Dr. {Gingrey.} 1 thank the chairman for yielding.

Mr. Chairman, It was just interesting to hear the
ranking member of the subcommittee a few minutes ago talk
about how the Democrats came to the rescue after 8 years of
Republican inaction on health care reform, essentially saying
just don"t sit there, do something. Well, I think my
colleague, Dr. Burgess, a fellow OB/GYN physician, would
remember our OB/GYN motto, don"t just do something, sit
there, 1n managing labor and delivery. And the point I am
making is to rush to judgment to do something just to get
something done oftentimes i1s a huge mistake, and 1 think that
is the way our side of the aisle feels in regard to PPACA,
the Affordable Care Act, because it doesn"t accomplish any of
the goals that were set out. It is not good for patients.

It is not good for consumers. It is certainly not good for
corporate America and it 1s not good for the taxpayer.

So bottom line i1s, this i1s a bad bill, not that the i1dea
of reforming health care is a bad thing to do but certainly
the priority of doing it as a number one or number two thing
in the 111th and 110th Congress when we had 16 million people
out of work In this country and probably 25 million
underemployed, an unemployment rate of 10 percent, deficits.

He said they inherited a $1.4 trillion deficit. Well, how
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about the next year when it was $1.6 trillion? Who inherited
that? And how about the $5 trillion worth of additional debt
that was piled on to the taxpayer by the Democrat Majority
since they took control in 2007? So 1 think their
priorities are all wrong and backwards in regard to this, and
I am really interested in hearing from our witnesses, the
first panel, of course, CBO, Mr. Elmendorf, and our CMS
Actuary, Mr. Foster, because we need this information.

So if there is any time remaining, 1 will just yield
that back. Mr. Upton controls the time 1 guess.

[The prepared statement of Dr. Gingrey follows:]
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The {Chairman.} 1 yield to Ms. Blackburn.

Mrs. {Blackburn.} I want to welcome our witnesses
today, and to the witnesses and my colleagues, 1 would just
remind you all, in Tennessee we had an experiment called
TennCare. TennCare eventually consumed 35.3 percent of our
State"s budget before Governor Bredesen took action to try to
get this under control. This was public option health care
and 1t was the experiment for public option health care, and
I would like to hear from our witnesses today it there ever
been any, any project where you gambled on making all these
short-term expenses in order to receive long-term savings.
From our research work, you can"t find an example. 1t Is one
of the dangers we have iIn Obamacare.

I yield back.

[The prepared statement of Mrs. Blackburn follows:]
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Mr. {Pitts.} The chair thanks the gentlelady and now
recognizes the ranking member, Mr. Waxman.

Mr. {Waxman.} Thank you very much, Mr. Chairman.

I find this hearing to be sadly ironic. The Republican
members of the House have frequently complained about the
growth in spending In government health programs. We hear on
a daily basis about how Medicare and Medicaid are
jeopardizing the financial health of this country, and about
how 1t iIs time that we had an adult conversation about
spending. Yes, let’s have an adult conversation. Adult
conversations start with facts.

These are the facts. When President Bush came to
office, he inherited a surplus projected to total $5.6
trillion over 10 years. When President Obama came to office,
he inherited a deficit in 2009 of $1.3 trillion for that one
year alone. The deficit widened, 1 would remind my
colleagues on the other side of the aisle, because we went
into the deepest recession since the Great Depression, which
meant fewer revenues and greater expenditures, widening the
deficit more.

President Bush did not think national debt was a high
priority. Instead, rather than pay it off, he passed a

series of reckless tax increases that enriched the wealthy at
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the expense of everyone else. Those tax cuts, like the
Medicare prescription drug bill and two wars launched under
President Bush, were not paid for. They were charged
straight to the national credit card. And that is how you
take a $5.6 trillion surplus and turn it into a massive
deficit.

Health care has played a role in this drama. In the
future, increasing numbers of baby boomers and stubborn
health care spending growth will put pressure on our budget,
without question. But the deficit crisis we find ourselves
in IS a man-made crisis, In fact, 1t 1s a Republican-made
Crisis.

CBO projects that growth in Medicare under the
Affordable Care Act, will be slowed to historically low rates
on a per capita basis, to just 2 percent per year over the
next 2 decades, compared to a 4 percent per capita
historically. Projected spending on Medicare would fall well
below even projected annual growth in GDP per capita, which
CBO pegs at 3.7 percent over the next 10 years. Medicaid,
too, has historically had slow growth on a per capita basis
relative to private health plans. Over the last decade,
Medicaid costs grew 4.6 percent per person per year, compared
to 7.7 percent for employer-sponsored premiums.

Now, the gentleman on the other side of the aisle said
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389 he didn*"t know why we went into this reform of health care.
390 Well, things were not great. Fifty million people couldn®t
391 get health insurance. Health care costs were increasing so
392 rapidly. We needed to do something. The Republicans

393 evidently said let things go as they are going and they were
394 going In the wrong direction.

395 The Affordable Care Act has been the largest deficit-
396 reducing bill passed by Congress in the last decade so it is
397 true to i1ts name, affordable care. So our current deficit
398 crisis right now is not about health care.

399 In addition, the Affordable Care Act covers 32 million
400 Americans. Republicans never offered anything to do that.
401 The health care bill stops insurance practices that would

402 deny care to people who have to look to the private market.
403 1t would protect them from being excluded because of previous
404 conditions and other arbitrary insurance practices, which

405 they had to do because they didn®"t have everybody else In the
406 pool.

407 Well, let us go back to our adult conversation.

408 Republicans keep telling us that we can"t afford the reforms
409 to Medicare that the ACA proposed. Now they are telling us
410 that once we repeal the ACA, we need to pass much larger cuts
411 to Medicare and Medicaid In order to pay for tax cuts for the

412 very richest Americans. Majority Leader Eric Cantor said iIn
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a speech just last week, talking about Social Security,
Medicare, and Medicaid: ~"We are going to have to come to
grips with the fact that these programs cannot exist if we
want America to be what we want America to be.""

How dare he say these programs cannot exist. This is
not the America people want. The Affordable Care Act is
entitlement reform done responsibly. It is time we stopped
trying to repeal 1t and moved on to real work and real
legislation.

Mr. Chairman, 1 just think that we hear these
complaints, complaints, complaints from the other side of the
aisle. What do they have to offer? If what they have to
offer is to cut back on Medicare and Medicaid and Social
Security, they will create jobs because the elderly and the
poor are going to have to find work but they are not going to
find them, they are just going to have to do without the care
and we are going to have more uninsured.

I yield back my time.

[The prepared statement of Mr. Waxman follows:]
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Mr. {Pitts.} The gentleman®s time is expired. The

chair thanks the gentleman.

Mr. {Waxman.} Mr. Chairman,

time and yield 1t to Mr. Dingell.

I was supposed to use less

At some point can we give

him a minute? May 1 ask unanimous consent that Mr. Dingell

be given 1 minute?

Mr. {Pitts.} |Is there any objection? Without

objection, the gentleman is recognized for 1 minute.

Mr. {Dingell.} Mr. Chairman, 1 thank my good friend.

have an excellent statement. It denounces this hearing.

denounces the purposes of my Republican colleagues. It

denounces the fiction that we are going to be hearing this

morning from the other side of the aisle. | would urge my

It

colleagues to read it. 1t will benefit everybody, and 1 am

sure you will enjoy reading this and I thank you, and 1 ask

unanimous consent to submit my remarks.

Mr. {Pitts.} Without objection, so ordered.

[The prepared statement of Mr. Dingell follows:]
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452 Mr. {Pitts.} The chair thanks the gentleman.

453 We have two panels today. Each of the witnesses has
454  prepared an opening statement that will be placed iIn the

455 record. 1 will now introduce the first panel of two

456 witnesses.

457 Our first witness is Doug Elmendorf, who is the Director
458 of the Congressional Budget Office. Before he came to CBO,
459 Mr. Elmendorf was a senior fellow in the Economic Studies
460 Program at the Brookings Institution. Next, we will hear
461 from Rick Foster, who serves as the Chief Actuary at the

462 Office of the Actuary at the Centers for Medicare and

463 Medicaid Services.

464 Dr. Elmendorf, we ask you to please summarize. You are
465 recognized for 5 minutes for your opening statement at this

466 time.
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I
NSTATEMENTS OF DOUGLAS ELMENDORF, DIRECTOR, CONGRESSIONAL

BUDGET OFFICE; AND RICHARD FOSTER, CHIEF ACTUARY, CENTERS FOR
MEDICARE AND MEDICAID SERVICES

I
NSTATEMENT OF DOUGLAS ELMENDORF

} Mr. {Elmendorf.} Thank you, Chairman Pitts, Congressman
Pallone and members of the subcommittee. 1 appreciate the
opportunity to testify today about CBO"s analysis of the
Patient Protection and Affordable Care Act and last year®s
Reconciliation Act. Together with our colleagues on the
staff of the Joint Committee on Taxation, we provided to the
Congress numerous analyses of this act and the legislation
leading up to i1t, and my written statement summarizes that
work .

In brief, we estimate that the legislation will iIncrease
the number of non-elderly Americans with health i1nsurance by
roughly 34 million in 2021. About 95 percent of legal non-
elderly residents will have iInsurance coverage in that year
compared with a projected share of 82 percent in the absence
of that legislation and about 83 percent today. The
legislation generates this iIncrease through a combination of

a mandate for nearly all legal residents to obtain health
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insurance, the creation of health iInsurance exchanges
operating under certain rules and through which certain
people will receive federal subsidies and the significant
expansion of Medicaid.

According to our latest estimate, the provisions of the
law related to health insurance coverage will have a net cost
to the Treasury from direct spending and revenues of $1.1
trillion during the 2012-2021 decade. That amount is larger
than CBO"s original estimate of the cost of those provisions
during the 2010-2019 decade that represented the 10-year
budget window when the legislation was originally estimated.
That increase is due almost entirely to the shift In the
budget window. As you can see in figure 2 in front of you,
the revisions in any single year are quite small.

In addition to the provisions related to insurance
coverage, PPACA and the Reconciliation Act also reduce the
growth of Medicare®s payments for most services, iImpose
certain taxes on people with relatively high income and made
various other changes to the tax code, Medicare, Medicaid and
other programs. As you can see iIn figure 1, those provisions
will on balance reduce direct spending and increase revenues,
providing an offset to the cost of the coverage provisions.
According to our latest comprehensive estimate of the

legislation, the net effect of all the changes i1n direct
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spending and revenues is a reduction in budget deficits of
$210 billion over the 2012-2021 period.

Not surprisingly, observers have raised a number of
challenges to our estimates. Let me comment briefly on the
three most common areas of concern that I have heard. First,
some analysts have asserted that we have misestimated the
effects of the changes in law. Those concerns run in
different directions. Some analysts believe that the
subsidies will be more expensive than we project while others
maintain that the Medicare reforms will save more money than
we project. Certainly, projections of the effects of this
legislation are quite uncertain and no one understands that
better than the analysts at CBO and JCT. Our estimates
depend on myriad projections of economic and technical
factors as well as on assumptions about the behavioral
responses of families, businesses and other levels of
government. All of these projections and assumptions
represent our objective and impartial judgment based on our
detailed understanding of federal programs, careful reading
of the research literature and consultation with outside
experts. [In addition, our estimates depend on a line-by-line
reading of the specific legislative language. Our goal is
always to develop estimates that are in the middle of the

distribution of possible outcomes, and we believe we have
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536 achieved that goal in this case.

537 A second type of critique of our estimates is that

538 budget conventions hide or misrepresent certain effects of
539 the legislation. 1 will mention two of the prominent

540 examples that | have heard. As one example, the numbers 1
541 have just cited involve changes in direct spending and

542 revenues because that is what is relevant for pay-as-you-go
543 procedures and because those changes will occur without any
544 additional legislative action. However, PPACA and the

545 Reconciliation Act will also affect discretionary spending
546 that is subject to future appropriations. We noted many

547 times that we expect the cost to the Department of Health and
548 Human Services and the Internal Revenue Service of

549 implementing the legislation will probably be about $5

550 billion to $10 billion each over the next decade. PPACA also
551 includes authorizations for future appropriations. Those
552 referring to specific amounts total about $100 billion over
553 the decade with most of that funding applied to activities
554 that were beilng carried out under prior law such as programs
555 of the Indian Health Service.

556 Another example of concern about budget conventions

557 i1nvolves the Hospital Insurance trust fund, which covers

558 Medicare part A. The legislation will improve the cash flow

559 1n that trust fund by hundreds of billions of dollars over
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the next decade. Higher balances in the fund will give the
government legal authority to pay Medicare benefits for
longer than otherwise but most of the savings will pay for
new programs rather than reduce future budget deficits, and
therefore will not enhance the government"s economic ability
to pay Medicare benefits in future years. We wrote about
those i1ssues as the legislation was being considered in the
Congress.

A third type of critique is that PPACA and the
Reconciliation Act will be changed in the future iIn ways that
will make deficits worse. As with all of CBO"s cost
estimates, the ones for this legislation reflect an
assumption that the legislation will be implemented in its
current form. We do not intend to predict the intent of
future Congresses that might choose to enact different
legislation. At the same time, we emphasize that the
budgetary impact of this legislation could be quite different
1T key provisions were changed and we highlighted certain
provisions that we expect might be difficult to sustain for a
long period of time. Thank you.

[The prepared statement of Mr. Elmendorf follows:]
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582 Mr. {Pitts.} The chair thanks the gentleman and

583 recognizes Mr. Foster for 5 minutes for an opening statement.
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I
NSTATEMENT OF RICHARD FOSTER

} Mr. {Foster.} Thank you. Chairman Pitts,
Representative Pallone, other distinguished subcommittee
members, thank you for inviting me here today to testify
about the financial impacts of the Affordable Care Act.

The Office of the Actuary at the Centers for Medicare
and Medicaid Services provides actuarial, economic and other
technical support and information to policymakers both iIn the
Administration and in Congress. We do so on an independent,
objective and nonpartisan basis, and we have performed this
role throughout the last 45 years since the enactment of
Medicare and Medicaid.

I am accompanied today by two folks, John Shatto, who is
a fellow of the Society of Actuaries, and he is the director
of our Medicare and Medicaid Cost Estimates Group sitting
right behind me, and by Laming Kai, who is a PhD in economics
and is one of our senior economists. Both are members our
health reform modeling team.

I am very pleased to have the opportunity to appear with
Doug Elmendorf. Now, 1 know you probably saw the press
reports of a cage match or a possible fight between us or

various humorous things like that but 1 am afraid the reality
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is far less dramatic. Doug and 1 and our staffs, we are all
public servants and our goal iIs just to try to do the best
job we can to provide valuable technical information for you
all. That is all we are trying to do. I am not running for
President. 1 suspect you are not either. And if nominated,
I know what would happen with either one of us.

Now, Doug has already talked about the overall iImpacts
on expenditures and revenues under the Affordable Care Act so
I won"t go over that same material. I will mention that we
have estimated the impact of the Affordable Care Act on total
national health expenditures from all sources, not just
federal expenditures, not just for Medicaid or Medicare but
everything, and that increase, Chairman Pitts, you quoted
earlier. We estimated a net increase overall of about $311
billion through fiscal year 2019. There are substantial
increases, of course, associated with the coverage expansions
in the legislation through Medicaid and the exchange private
health Insurance but there are partially offsetting
reductions in national health spending, principally because
of the lower Medicare expenditures. And there would also be
lower out-of-pocket costs for individuals because so many
more of them would have health insurance coverage and for
other reasons.

I want to say just a couple words about concerns that 1
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have had and have expressed with one important aspect of the
Affordable Care Act, and that has to do with the annual
payment updates under Medicare for most categories of
providers. Specifically, these annual payment updates are
based on the increase in a market basket of prices that
providers have to pay to pay for wages or rent or energy
costs or supplies, you name it. It is based on that increase
in prices, Input prices, minus the overall economy-wide
increase In productivity, which is about 1.1 percent per
year. Now, this adjustment, which is permanent, this will
happen forever until you all decide maybe i1t should be
changed, but this adjustment will be a strong incentive for
providers to economize, to get rid of any inefficiency,
waste, et cetera, be as efficient as possible, but I believe
it is doubtful that many health providers can improve their
own productivity enough to match the level of economy-wide
productivity. Now, If they can"t, then the consequences are
that Medicare provider payment rates for most providers would
grow about 1.1 percent per year less than their input prices
or their input costs, and unless they can improve their
productivity to match, eventually they would become unable or
unwilling to provide services to Medicare beneficiaries.

Now, Bong before that would happen, 1 think Congress would

step 1n and change the basis to prevent such access or
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quality problems, but if that happens, that means the
Medicare savings we have estimated would be lower. Actual
Medicare costs would be higher than any of our estimates.

Let me finish by saying that 1 pledge the Office of the
Actuary®s continuing assistance to you all and your
colleagues and to the Administration as you work to continue
to determine optimal solutions to the high cost of health
care in the United States.

Thank you, and I would be happy to answer any questions.

[The prepared statement of Mr. Foster follows:]
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665 Mr. {Pitts.} The chair thanks the gentleman. |1 thank
666 the panel for their opening statements and I will now begin
667 the questioning and recognize myself for 5 minutes for that
668 purpose.

669 Mr. Elmendorf, your testimony states that the health
670 care law will reduce employment by roughly 800,000 by 2012
671 because PPACA encourages some people to work fewer hours or
672 withdraw from the labor market altogether. You also

673 attribute some of the job reduction to higher marginal tax
674 rates included in PPACA. 1 would like to explore what other
675 factors were included and excluded when you calculated this
676 number. Does this 800,000 job reduction figure account for
677 employers who will reduce employment in order to avoid the
678 50-employee threshold that triggers PPACA®"s employer mandate?
679 Mr. {EImendorf.} Mr. Chairman, we did not explicitly
680 model that provision. There are a number of factors that we
681 did incorporate iIn reaching this estimate. We didn"t try to
682 quantify every single aspect of the law. We tried to

683 quantify the ones that we thought were most significant.

684 Mr. {Pitts.} Does the 800,000 figure account for

685 employers that choose to avoid creating jobs iIn order to

686 avoid the 50-employee threshold that triggers PPACA"s

687 employer mandate?
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Mr. {Elmendorf.} Again, Mr. Chairman, we did not
explicitly the model the effects of the 50-employee
threshold. We focused on maybe 10 other aspects of the
legislation that we thought would have more significant
effects on employment.

Mr. {Pitts.} Okay. Does the 800,000 figure account for
the new employer paperwork requirements in PPACA such as the
1099 filing provision and the variety of reporting
requirements to Department of Labor and Treasury and HHS
included in PPACA that will shift employer resources away
from investment towards regulatory compliance?

Mr. {Elmendorf.} Mr. Chairman, 1t is not obvious to me
why the 1099 forms would have a significant effect on
employment, and no, we did not incorporate any such effect in
this estimate.

Mr. {Pitts.} How about, does the 800,000 figure account
for the employer resources that will have to shift toward
providing more expensive health coverage as a result of the
new mandates and the essential benefits package included in
PPACA?

Mr. {Elmendorf.} Mr. Chairman, in our analysis of the
effects of changes iIn health insurance payments by employers,
we recognize that both logic and evidence suggest that

changes 1n particular aspects of compensation to employees
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tend to be offset by changes in other aspects of their
compensation, so one can see in the aggregate data for the
United States a rise in health spending by employers over the
past several decades but also a slower rise in cash
compensation, and economists think those factors are related.
So we think that changes in to the extent that employers pay
more for health care and some would pay more under this
legislation, some would pay less under this legislation, we
have not tried to tote this up. 1In any case, we think there
would be offsetting changes in the cash compensation that
employers would provide.

Mr. {Pitts.} Mr. Foster, proponents of PPACA argue that
U.S. health spending of 16 percent of GDP is unsustainable
and claim that PPACA bends the cost curve. Does PPACA change
this dynamic for the better or the worse?

Mr. {Foster.} We have estimated this question for the
first 10 years. As | mentioned briefly, we estimate that the
legislation increases the overall amount of total health
spending in the United States by roughly one percentage
point. In terms of the growth rates and what happens in the
future, initially the growth rates are higher because we are
spending more but there are certain factors that would tend
to reduce the growth rates in the longer term. A good

example 1s the productivity adjustments for Medicare payment
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updates. The real question is, how long can that work? They
will help slow Medicare spending growth but they may not be
viable indefinitely.

Mr. {Pitts.} Can you explain how a strict application
of modified gross adjustment could greatly expand Medicaid
eligibility under PPACA and increase the cost to both Federal
Government and States?

Mr. {Foster.} Yes, sir. In the legislation, to achieve
consistency between the definition of eligibility for
Medicaid and the definition of eligibility for exchange
subsidies, Congress decided to use modified adjusted gross
income as the basis for determining income. Now, prior to
this point for Medicaid, almost all States or perhaps all
have included Social Security benefits in their definition of
income for purposes of determining eligibility. With
modified adjusted gross income, In contrast, for most people,
only a small portion, if any, of their Social Security
benefits would be included in that definition of income. So
if you consider Social Security early retirees, under 65, who
are potentially eligible for the Medicaid expansion and you
then don"t count $10,000 or $20,000 a year of Social Security
benefits In their income, many of them can potentially
qualify for Medicaid i1If you use that strict definition of

modified adjusted gross income.
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Mr. {Pitts.} The chair thanks the gentleman and now
recognizes the ranking member, Mr. Pallone, for 5 minutes for
questioning.

Mr. {Pallone.} Thank you, Mr. Chairman. 1 wanted to
address my questions to Mr. Elmendorf.

Mr. Chairman, I am sure you could tell from my opening
statement that | am very frustrated because 1 feel that, you
know, you come here and you did the best and we were using
your numbers because we are supposed to in deciding the cost
of the legislation, and of course, If we didn"t go by CBO or
iT CBO said that things cost too much, then they would
criticize us, and then we finally came up with a bill that
actually resulted in some significant deficit savings and
they said well, you know, those numbers aren®t actually good,
so the whole purpose of this hearing is essentially to
challenge you and say essentially that we don"t agree with
what you are doing. But of course, if we hadn"t followed 1it,
then we would be criticized because we didn*"t follow you.

So 1 just wanted to go through some of the things
because tomorrow 1 understand we are going to have a markup
on some bills that we had a hearing on just before the break,
and Representative Bachmann and members of this committee are
claiming that there is about $105 billion in hidden spending

that was snuck into the bill without you or the American
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people knowing about it, and the hearing was, of course, on
this hidden mandatory spending and that is what the markup
will be about tomorrow.

So let me just go through and find out whether any of
this really was hidden from you. First of all, we considered
a bill that would repeal funding for section 1311, the health
insurance exchange planning and establishment grants. Did
you know about that funding stream?

Mr. {Elmendorf.} Yes, Congressman.

Mr. {Pallone.} Okay. So it wasn"t hidden. What about
section 4002, the prevention and public health fund? Did you
know about that?

Mr. {Elmendorf.} Yes, Congressman.

Mr. {Pallone.} So that wasn®"t hidden either. And about
what funding for school-based health centers? Did you know
about that?

Mr. {Elmendorf.} Yes, Congressman.

Mr. {Pallone.} So 1t seems that we couldn®t slip much
past you, try as the Republicans think we might. 1t is also
true that, 1 guess It was Congressman Jerry Lewis,
Appropriations Committee, he said that there is about $100
billion in new discretionary funding in the bill that, of
course, was hidden, that we were trying to hide. But | see

you mention in your testimony that $85 billion of that is
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what actually--well, actually it was just reauthorization of
preexisting programs like the Indian Health Service or the
Community Health Centers. 1 was the sponsor of the Indian
Health Care Improvement Act that was included in the bill.
So $85 billion of this $100 billion iIn discretionary was
actually just reauthorization of preexisting programs like
the Indian Health Service. Is that correct?

Mr. {Elmendorf.} Yes, that is right, Congressman.

Mr. {Pallone.} AIll right. 1 mean, reauthorization of
existing programs is of course a standard practice in this
committee, both under the Democrats and the Republicans.

Now, I want to go back over your deficit numbers. CBO
and JCT analyzed all of the revenue and spending changes in
the health reform law and estimated that it would reduce the
deficit by $210 billion over 10 years and by about half of 1
percent of GDP or $1.2 trillion in the following decade.
Recently in your routine updating of your baseline
projections, you made some changes to your projections of
spending in Medicare, Medicaid and health insurance
exchanges. [Is that correct?

Mr. {Elmendorf.} Yes, that is right.

Mr. {Pallone.} Did you update your cost estimate for
the Affordable Care Act?

Mr. {Elmendorf.} No, we did not do a comprehensive re-
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832 estimate of the effects of the act.

833 Mr. {Pallone.} Did you increase your cost estimate for
834 the Affordable Care Act by $500 billion, which 1 think was
835 suggested iIn a press release by Chairman Upton?

836 Mr. {Elmendorf.} So again, Congressman, the last

837 comprehensive estimate we have done for the act was part of
838 our February estimate of the effects of repealing the act as
839 encompassed In H.R. 2.

840 Mr. {Pallone.} So you didn"t increase your cost

841 estimate by $500 billion?

842 Mr. {Elmendorf.} Again, at least iIn February, we have
843 made no new estimates of the comprehensive effects of the
844  legislation.

845 Mr. {Pallone.} Do you have any expectation that a new
846 cost estimate would continue to show that the Affordable Care
847 Act reduces the deficit?

848 Mr. {Elmendorf.} So I can"t say anything too firmly,
849 having not done the estimate, but I will say that 1 think
850 given the magnitude of the deficit reduction that we

851 projected based on our February estimate of the effects of
852 repeal, 1 would be surprised if a new estimate that we did
853 today showed a different sign of the effect on the deficit,
854 although of course the precise number would be somewhat

855 differently presumably.
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Mr. {Pallone.} Okay. | mean, 1 am not trying to be too
critical of Chairman Upton, I like him, but he put out this
press release last week. He said with that $500 billion, and
I think it 1s somewhat misleading and 1 guess the Washington
Post said i1t was widely inflated and earned a three
Pinocchios rating from the Washington Post fact checker
column. Whatever. My only point is that nothing has really
changed here, and 1 think that the effort on the part of the
Republicans to basically discredit you is baseless.

Thank you, Mr. Chairman.

Mr. {Pitts.} The gentleman"s time iIs expired. The
chair recognizes the vice chairman of the committee, the
gentleman from Texas, Dr. Burgess, for 5 minutes for
questioning.

Dr. {Burgess.} 1 thank the chairman for the
recognition.

Mr. ElImendorf, of course you did appear before this
committee in the run-up to the passage of H.R. 3200 but you
might not recognize it because when you were in that day, the
television cameras weren"t on, the lights were off, no
recorder was at the end of the table, no one was in the
audience section. It was obviously an unofficial briefing
that you had with at the time what was | recall described as

a back-of-the-envelope calculation. We never had a formal
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hearing on the Congressional Budget Office"s opinion on the
passage of H.R. 3200 and we certainly, certainly never had
any sort of hearing on the budgetary effects of H.R. 3590
because at the time you were here testifying before us, H.R.
3590 was a bill that had been passed by the House of
Representatives that dealt with housing issues and not with
health care issues. Is that correct?

Mr. {ElImendorf.} Yes. 1 have testified to this
committee but it was early in 2009 before the legislative
action that you are describing, Congressman.

Dr. {Burgess.} Well, were you called in for a briefing,
as 1 recall, and again, there was no recorder, no testimony
was taken down. The lights were off, the cameras were off.
It was kind of a closed-door cloak-and-dagger type of hearing
or briefing as I recall.

Mr. {EImendorf.} |1 am confident 1 did not come to a
cloak-and-dagger affair, Congressman. 1 don"t remember the
precise circumstances but 1 think--

Dr. {Burgess.} 1 recall them vividly. That is why I am
reminding you of them. Well, let me just ask you a question
about the funding that is in the bill, and this is just for
me. You are required to interpret the cost of things under
existing law, so under existing law in the Patient Protection

and Affordable Care Act subtitle B, patient-centered outcomes
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research, establishing comparative effective clinical
effectiveness research, in the section under funding of
comparative effective clinical effectiveness research for
fiscal year 2010 and each subsequent fiscal year, amounts in
the patient-centered outcomes research trust fund shall be
available without further appropriation to the institute to

carry out this section. How do you quantify that?

Mr. {Elmendorf.} 1 am sorry. 1 wasn"t sure myself,
Congressman. 1 am told there were specified amounts
available--

Dr. {Burgess.} That is the problem. We aren®t, either.
But go ahead.

Mr. {Elmendorf.} 1 am told in the legislation there are
specified amounts made available to he Patient-Centered
Outcomes Research Institute.

Dr. {Burgess.} Well, for fiscal year 2010 and each
subsequent fiscal year, and there is no limit put on that so
I have got to assume that is until the second coming, amounts
in the patient-centered outcomes research trust fund under
section 9511 of the Internal Revenue Code shall be available
without further appropriations to the institute to carry out
this section, without further appropriation. Now, Chairman
Pallone or Ranking Member Pallone talks about how we

reauthorized several provisions of existing law In the
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Affordable Care Act. Fair enough. But this wasn"t an
existing provision. This did not go through authorization
through this committee. It iIs never going to be reauthorized
by this committee. No oversight of this funding is going to
occur by this committee, and these funds, we don"t even know
the top dollar figure, are appropriated it looks to me like
in perpetuity. Is that a fair reading of this statute?

Mr. {Elmendorf.} So I think it is important for me to
distinguish between mandatory funding and authorization for
future discretionary appropriations. The--

Dr. {Burgess.} And in fact, I don"t know that I have
time to get iInto that.

Mr. {Elmendorf.} --our estimate including whatever--

Dr. {Burgess.} These provisions should be authorized.
We are an authorizing committee. Ranking Member Pallone
pointed that out. That is what we do. We authorize these
programs. We subsequently in future years reauthorize them
to ensure that they are working properly, at least if we are
performing up to standards the American people should be
holding us to, but in this iInstance, we don"t get a chance.
So the anxiety that a lot of people have is there is funding
like this strewn throughout the language of 3590 and i1t is
going to be very, very difficult for future Members of

Congress to get a hold of these funding streams and
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understand are they performing as they are supposed to. The
language makes it difficult, makes it difficult for you to
tell us really how much money we have obligated the taxpayer
to spend on this. Whether it i1s mandatory or discretionary,
they don"t care. Honestly, they don"t care. They want to
know how many dollars they are spending and whether those
dollars are being invested wisely, if they are getting an
appropriate return on investment. How do we advise them?
How do you advise them?

Mr. {EImendorf.} All I can say, Congressman, is that
the mandatory funding is included in this page after page of
our cost estimate row by row, and if there are specific
questions about individual rows, then 1 hope that you and
your colleagues will come and ask us.

Dr. {Burgess.} 1 have a specific question about a
specific section of the law that was signed into law a year
and a week ago, and I would appreciate i1t if you--1 see my
time i1s up, but if you could get back us to that estimate.

Mr. {Elmendorf.} We will do that, Congressman.

Mr. {Pitts.} The gentleman®s time is expired. The
chair recognizes the ranking member of the committee, Mr.
Waxman, for 5 minute for questions.

Mr. {Waxman.} Mr. Chairman, last week, I mentioned in

my opening, Eric Cantor, the Majority Leader, gave a speech
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at the Hoover Institute where he talked about Social
Security, Medicare and Medicaid, and he said, =~ We are going
to have to come to grips with the fact that these programs
cannot exist 1T we want America to be what we want America to
be."" Well, 1 can™"t come to grips with that statement
because 1t would be a back to the future, to a time when
seniors and people with disabilities lived iIn poverty without
financial and health security.

Dr. Elmendorf, what was the approximate cost of
extending the Bush tax cuts in the legislation that was

passed last December?

Mr. {Elmendorf.} 1 believe the legislation passed last
December had--1 am not sure | know the answer to that
question.

Mr. {Waxman.} The tax cut bill.

Mr. {EImendorf.} I am sorry. 1 mean--

Mr. {Waxman.} Well, I understand.

Mr. {Elmendorf.} 1 don"t know it offhand.

Mr. {Waxman.} | understand it is around $700 billion.

Mr. {Elmendorf.} That sounds in the right ballpark to
me, Congressman.

Mr. {Waxman.} And now focusing just on the upper income
tax cuts and the estate tax, 1 would like you, if you don"t

have 1t off the top of your head, to give us an estimate of
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what i1t cost just to extend those for another 10 years.

Mr. {Elmendorf.} 1 can provide that to you later,
Congressman.

Mr. {Waxman.} |1 believe that the OMB budget lists the
cost of extending those tax cuts along with the interest
costs as almost a trillion dollars, but 1 would like to
submit it for the record. That is a huge number and that is
just from the tax cuts for the wealthiest Americans alone.
So you take a trillion dollars, and then we look at the
Affordable Care Act. It has the opposite effect of actually
reducing the deficit. Isn"t that correct?

Mr. {Elmendorf.} Yes, Congressman. By our estimates,
it does.

Mr. {Waxman.} They say that to govern is to choose, and
we know what Republicans choose. They choose to cut
Medicare, Medicaid and health insurance for middle-income
American families to pay for tax cuts for the rich.

Dr. Elmendorf, your re-estimate of the President"s
budget projects some relatively modest changes iIn projected
spending for Medicare and Medicaid and health iInsurance
exchange tax credits. According to your letter to Senator
Inouye, in table 6 mandatory outlays on tax credits are
projected to be about $54 billion higher over the next 10

years while spending on Medicare and Medicaid iIs projected to
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be about $339 billion lower for a reduction in direct
spending of $277 billion from these health programs. Is that
correct?

Mr. {Elmendorf.} It sounds right to me, Congressman. 1
don"t have the letter in front of me.

Mr. {Waxman.} So projections for spending on health
programs are down relative to your prior baseline. You also
note In your testimony that spending growth in Medicare is
projected to be very low on a per capita basis over the
budget window. Is that correct? What is your estimated
growth rate?

Mr. {Elmendorf.} We did reduce slightly the growth rate
of spending by the Federal Government for Medicare and for
Medicaid over the 10-year budget window. 1 don"t have the
actual growth rates at hand. They are still of course
substantial growth rates.

Mr. {Waxman.} As 1 understand i1t, 2 percent per capita
compared to 4 percent historically, but we would like to get
you to submit that for the record.

Mr. Foster, do you agree that cost growth in Medicare is
very restrained in the next 10 years or so?

Mr. {Foster.} Yes, sir, I do. As | have cautioned, It
is not clear that all of the provisions will be viable

indefinitely.
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Mr. {Waxman.} So we all agree that Medicare cost growth
has been brought to be a very low level, so low that in CBO"s
baseline the triggers for the Independent Payment Advisory
Board are not tripped anymore. Isn"t that correct, Dr.
Elmendorf?

Mr. {Elmendorf.} That is right, Congressman.

Mr. {Waxman.} Mr. Foster, considering these low growth
rates In per capita spending, would you characterize the
growing costs of Medicare over the next 10 years as primarily
driven by iIncreasing population or by increasing spending per
person?

Mr. {Foster.} There are still factors of each. 1 would
consider them comparable order of magnitude. We have the
baby boom generation moving into Medicare these days, of
course, with the people turning 65, so the enrollment is
growing about 3 percent per year, and the cost per person for
Medicare is also growing In the rough vicinity of 3 percent
per year, which is much lower than average or normal because
of the Affordable Care Act provisions.

Mr. {Waxman.} And the Medicare spending growth that we
have seen recently has been primarily driven by increased
enrollment due to the recession. [Is that an accurate
statement?

Mr. {Foster.} In recent years, that is basically
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correct.

Mr. {Waxman.} So in effect, Medicaid is fulfilling its
essential safety-net function. Once the economy recovers,
Medicaid costs will go down again because fewer people will
need the help. Is that a correct statement?

Mr. {Foster.} We would expect that, yes, sir.

Mr. {Waxman.} Thank you.

Thank you, Mr. Chairman.

Mr. {Pitts.} The gentleman®s time is expired. The
chair recognizes the gentleman from Illinois, Mr. Shimkus,
for 5 minutes for questioning.

Mr. {Shimkus.} Thank you, Mr. Chairman. It Is curious
that the extension of the Bush tax cuts occurred under a
Democrat-controlled House, a Democrat-controlled Senate, and
signed by a Democrat President. That is just for the record.
The extension of the Bush tax cuts was passed by a Democrat
House, a Democrat Senate and signed by a Democrat President.
I don"t know how many years you guys you want to run against
George Bush but it obviously gets a little old. You guys
might find new targets.

It is good to see you all here. | became ranking member
of the Health Subcommittee after the passage of the law and 1
think we asked numerous times for you all to come In opening

hearing to discuss the budgetary aspects, to be denied every
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time, and I would agree with my colleague, Mr. Burgess, that
Mr. Elmendorf, you came but you didn"t come with the press
available, with people in the galleries with the TV cameras
on, without any open, transparent system for us to talk to
the American public about the cost of this bill. So we are
glad to see you, and I know being bean counters, that puts
you crossways with both sides as we try to drive our issue.

But 2 or 3 weeks ago we had Secretary Sebelius here, and
she admitted on tape in the transcript that the law really
double counts Medicare savings. She admitted that, in fact,
her final word was both the Medicare savings that is
attributed to extending the solvency of the Medicare trust
fund is also the same dollars that is used to pay for the
health care law, which I would agree with her, and that has
been part of the actuary think. We understand you have to
score what we give you, obviously 6 years of benefits, 10
years of taxes. You know, we know that you have to score
what 1s given. But In some of the testimony, especially on--
and this is directed to Mr. Foster. |If you back out the
Medicare cuts in the bill, what would be the total increase
in national health expenditures?

Mr. {Foster.} I am sorry. If you--

Mr. {Shimkus.} If you back out the Medicare cuts. 1

don"t know If we have ever cut Medicare in the history of
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this government.

Mr. {Foster.} Yes. |If you left out or don"t consider
for the moment the Medicare savings provisions, then the
expansion of coverage for Medicaid--

Mr. {Shimkus.} Well, you say Medicare savings, we say
Medicare cuts. Same terminology, right?

Mr. {Foster.} It is a reduction in expenditures.

Mr. {Shimkus.} Right.

Mr. {Foster.} Call them whatever you like.

Mr. {Shimkus.} Okay. 1 will call them cuts, you can
call them savings, but there are cuts to what we are all
paying for Medicare right now.

Mr. {Foster.} Anyway, back to your original question,
the expansions of coverage through Medicaid and the federal
subsidies for the exchange coverage would increase total
national health expenditures by something iIn the range of 3-
1/2 percent and then the savings that you get, or the cuts,
iT you prefer, from the Medicare provisions reduces--

Mr. {Shimkus.} My issue is, we are triple counting. |
mean, 2 weeks ago we got the Secretary to say we double
counted. My issue now is that we are really triple counting
because we are assuming we are going to cut $500 billion from
Medicare that we are not going to do. So if we are not going

to do that, we attribute that savings to extending the
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solvency of the Medicare trust fund, which we are not going
to do, and we are not going to have the $500 billion to pay
for the expansion of the health care law. So the Secretary
was right when she said she double counted that but i1f we
don"t do the Medicare cuts, we are triple counting the same
$500 billion.

Mr. {Elmendorf.} Congressman, to be clear, when we give
you a cost estimate, it counts each and every provision of
the law once and only once. It is certainly the case that if
those Medicare cuts or savings do not ultimately come to
pass, then the deficit reduction effect of PPACA plus
whatever future legislation took back those cuts, that
combination of law would not have the same effect in reducing
budget deficits that we estimate PPACA to have by itself.

Mr. {Shimkus.} And that is our concern. We appreciate

you being here, and 1 yield back my time.

Mr. {Elmendorf.} Mr. Chairman. 1 am sorry, Mr.
Chairman.

Mr. {Pitts.} The chair thanks the gentleman.

Mr. {Elmendorf.} Mr. Chairman, | am sorry.

Mr. {Pitts.} Who seeks recognition?

Mr. {EImendorf.} I realize it is my turn but I actually
have a better answer to Congressman Burgess®"s question and 1

see that he is still here.
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Mr. {Pitts.} Go ahead.

Mr. {Elmendorf.} Congressman, section 6301 of PPACA
specifies amounts to be transferred to the Patient-Centered
Outcome Research Institute trust fund, some from a tax on
health Insurance premiums and the amount that we estimate for
that was estimated by our colleagues and staff on the Joint
Committee on Taxation based on the specified tax rate in the
law. 1t also specifies transfers from Medicare in amounts
that 1 am told are specified in dollar terms, and then

further amounts from the general fund that are specified.

Dr. {Burgess.} And the total dollar figure then i1s?

Mr. {Elmendorf.} And the total dollar figure, I don"t
have that offhand but it is in our table and we can provide
that to you.

Mr. {Pitts.} AIll right. The chair thanks the gentleman
and now recognizes the gentlelady from California, Ms. Capps,

for 5 minutes for questions.

Mr. Gonzalez.

Mr. {Gonzalez.} Thank you very much, Mr. Chairman, and
to the witnesses, thank you for your service and thank you
for joining us here today.

Mr. Elmendorf, you are the Director of the Congressional
Budget Office, correct?

Mr. {Elmendorf.} Yes, Congressman.
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Mr. {Gonzalez.} So that means you work for Congress,

you work for all of us, whether there is an R or a D

following our names. |Is that correct?

Mr. {EImendorf.} Yes, sir.

Mr. {Gonzalez.} And I am sure during this debate you
had meetings with Members of Congress that requested to meet
with you and you responded to questions posed both by

Democrats and Republicans?

Mr. {Elmendorf.} Yes, we did.

Mr. {Gonzalez.} You have an open-door policy, you are
accessible, so 1t doesn"t require a hearing with the lights
on and the cameras and the reporter iIn order for a Member to
become acquainted with specific budgetary facts that you may
provide them as a result of any proposal. Is that correct?

Mr. {ElImendorf.} Congressman, we are certainly

available to explain our estimates and the logic that lies

behind them to you or any of your colleagues at any time, but
of course, I am not going to get in the middle of a question
about when this committee or others should be holding

hearings.

Mr. {Gonzalez.} And I agree, but I venture to guess, we
probably get more information from your office outside of the
hearing process. That i1s the point I was trying to make.

Now, I know my colleagues have indicated that we rushed
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to judgment, why did we do what we did, but nearly 2 years
ago, Steve Pearlstein writing in the Washington Post in the
middle of this said, ~~Among the range of options for health
care reform, there is one that is sure to raise your taxes,
increase your out-of-pocket medical expenses, leave more
Americans without Insurance and guarantee that wages will
remain stagnant. That is the option of doing nothing."" We
didn"t think that was an option. We were in the majority.
We made it a priority. And there was plenty of debate,
plenty of information out there, and 1 know what the present
Majority is attempting to do after the fact.

Now, they also knew that i1If they just simply said repeal
that the American people wanted a little more than that. So
they said okay, repeal and replace. They haven®t gotten to
the replace part yet but 1 don"t want to be unfair because I
think there is a proposal out there and that is by
Congressman Paul Ryan, my colleague, chairman of the House

Budget Committee, and he has a thing called the roadmap.

Now, I am not sure if the Republican leadership or the
conference has adopted the roadmap. 1t may still be in the
Republicans®™ glove box, 1 believe. They haven®t pulled it

out and actually started to follow 1t. But one of the
proposals was to basically transform Medicare into a voucher

program. My understanding that i1t is by i1ts very design, and
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I believe, Mr. Elmendorf, you have some knowledge of Mr.
Ryan®s roadmap and his plans for Medicare. My question to
you is, would the roadmap and turning Medicare into a voucher
program place the burden on the individual and by i1ts very
design not keep up with the cost of what an Insurance product
would be made available to that recipient or beneficiary? Do
you have an opinion on that roadmap and basically its
consequences?

Mr. {Elmendorf.} Congressman, as you know, we prepared
an extensive analysis of the specifications in the roadmap
proposal a little over a year ago. It is the case, and we
said this again last fall In analyzing a related proposal
that Chairman Ryan put to the fiscal