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MAKING HEALTH CARE WORK FOR AMER-
ICAN FAMILIES: IMPROVING ACCESS TO
CARE

TUESDAY, MARCH 24, 2009

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HEALTH,
COMMITTEE ON ENERGY AND COMMERCE,
Washington, DC.

The subcommittee met, pursuant to call, at 10:10 a.m., in Room
2322 of the Rayburn House Office Building, Hon. Frank Pallone,
Jr. (chairman) presiding.

Members present: Representatives Pallone, Dingell, Gordon,
Eshoo, Green, DeGette, Capps, Schakowsky, Baldwin, Weiner, Har-
man, Gonzalez, Barrow, Christensen, Castor, Sarbanes, Murphy of
Connecticut, Space, Sutton, Braley, Waxman (ex officio), Deal,
Whitfield, Shimkus, Blunt, Rogers, Myrick, Murphy of Pennsyl-
vania, Burgess, Blackburn, Gingrey, and Barton (ex officio).

Staff present: Karen Nelson, Deputy Staff Director for Health;
Karen Lightfoot, Communications Director; Jack Ebeler, Senior Ad-
visor on Health Policy; Stephen Cha, Professional Staff Member;
Tim Gronniger, Professional Staff Member; Purvee Kempf, Coun-
sel; Anne Morris, Legislative Analyst; Virgil Miller, Legislative As-
sistant; Camille Sealy, Detailee; Miriam Edelman, Special Assist-
ant; Lindsay Vidal, Special Assistant; Alvin Banks, Special Assist-
ant; Allison Corr, Special Assistant; Brandon Clark, Minority Pro-
fessional Staff; Marie Fishpaw, Minority Professional Staff; Clay
Alspach, Minority Counsel; Melissa Bartlett, Minority Counsel; and
Chad Grant, Minority Legislative Analyst.

OPENING STATEMENT OF HON. FRANK PALLONE, JR., A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF NEW JER-
SEY

Mr. PALLONE. The hearing is called to order.

Today the subcommittee is meeting for the third hearing in the
“Making Health Care Work for American Families” series. In the
previous hearings, we heard from the leading experts in health
care that our delivery system is dangerously disconnected and that
providing universal coverage means and affordable and quality
health plans for all. Today we will explore the next step. Simply
providing universal coverage will not guarantee that everyone will
have access to the necessary care. We must also eliminate the in-
equities and disparities in health care, properly support and train
our health care workforce and make prevention a national priority.
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As a Nation, we have made tremendous strides in improving the
health of all Americans. However, as numerous reports have high-
lighted, there remain significant inequalities with respect to both
access to health care and the quality of care provided among dif-
ferent ethnic groups in this country. For example, the mortality
rate due to heart disease and cancer is higher among populations
including African-Americans, Asian-Americans and Pacific Island-
ers. The rate of new AIDS cases is three times higher among His-
panics than among Caucasians. I personally am also very con-
cerned about the health disparities for American Indians and Alas-
ka Natives. The mortality rate among Indian infants is 150 percent
higher than for Caucasian infants, and Indians are nearly three
times as likely to be diagnosed with diabetes. These disparities are
not limited, however, to ethnic and racial divides but are consist-
ently also found between genders, geographic area and among dif-
ferent income groups. For example, there are significantly more ac-
cess-to-care obstacles for rural populations than there are for urban
populations, and the 2002 Institute of Medicine report found that
these disparities persisted even when factors such as insurance
coverage and income level remained constant.

One of the contributing problems in my mind is the current state
of the health care workforce. Study after study has proven the im-
portance or primary care yet two-third of the U.S. physician work-
force that practice as specialists and the number of young physi-
cians entering primary care fields is declining. In addition to this,
there are disparities in where these physicians are practicing. Met-
ropolitan areas have two to five times as many physicians as rural
areas and there is a shortage of physicians willing to practice in
economically disadvantaged areas, both rural and urban.

Part of the solution, in my mind, is to strengthen our existing
programs while at the same time exploring new avenues to reduce
disparities and expand the workforce. As highlighted in a recent
Commonwealth Fund report, Medicaid is vital in improving access
to health care for low-income Americans. Title 7 and 8 of the Public
Health Service Act are crucial programs to increase the primary
care workforce and the National Health Service Corps is a very
successful program to entice young medical professionals to prac-
tice in underserved neighborhoods. But we face many obstacles in
ensuring access for all Americans. I am optimistic that in this Con-
gress we will take action to ensure that all Americans have both
coverage and access to care.

I want to welcome all of the witnesses today. I do want to say
that certain members, not to take away from the others, but Ms.
Christensen was very crucial in asking that we have this hearing
today and address some of the disparity issues and certainly Ms.
Capps, who is our vice chair, constantly making reference to the
workforce and the need to address those workforce issues.

Mr. PALLONE. With that I will ask Mr. Deal to begin with an
opening statement. Thank you.

OPENING STATEMENT OF HON. NATHAN DEAL, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF GEORGIA

Mr. DEAL. Thank you, Mr. Chairman. I want to also express ap-
preciation to all the witnesses for being here today.
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As we move forward in this series of hearings looking at what
health care reform should encompass, I think there are some fun-
damentals that we all ought to keep in mind. I believe that some
of the true issues in health care reform include transparency, effi-
ciency and accountability in the health delivery system, and allow-
ing a system to exist that involves a patient’s right to choose.

This hearing, of course, is going to focus on access to health care
services and various proposals aimed to overcome the obstacles to
care. Unfortunately, too many Americans across the country do
lack access to quality, affordable medical care. As we all know,
there are a variety of reasons why this exists. Physical, geo-
graphical, cultural and financial influences all play a role in pa-
tient access to health care. While there are scores of obstacles to
stand in the way of receiving it, effective reform such as cross-state
purchasing of health insurance, association health plans, con-
sumer-driven options that enhance quality and value, and similar
options which build upon the doctor-patient relationship would
make great strides forward in bridging the gap that exists under
today’s system.

There is a lot of talk in Washington that suggests that the most
appropriate way to put our health care delivery system back on its
course is to increase the role of government-run health care pro-
grams, particularly Medicare and Medicaid and SCHIP. I of course
don’t agree with that proposition. Patients receiving care through
Medicaid oftentimes find it very difficult to find a physician who
will accept their coverage due at least in part to abysmal reim-
bursement levels rendered for their services. Medicaid participants
are frequently forced to travel great distances to receive access to
needed care. In fact, just before the hearing today I had an oppor-
tunity to meet with a group of podiatric physicians from my district
and they reiterated the challenges that their Medicaid patients face
in finding a providing who will actually accept their coverage. In
my rural district in north Georgia, this presents a significant chal-
lenge to many of my constituents and funneling even more individ-
uals into government-run health care programs without addressing
the heart of these programs does not reflect the reform that the
American people are asking for.

Additionally, Congress should also consider other forms in the
health care delivery system. I believe that any package we sent to
the Floor should include a significant medical liability reform provi-
sion. Time and again we have repeated instances of frivolous law-
suits for medical liability cases being brought against health care
providers as trial lawyers seek to exploit every opportunity to game
the legal system and yield an oversized award. Unfortunately, we
have seen as a result physicians continue to change the way they
practice medicine, usually resulting in an onslaught of medically
unwarranted diagnostic testing and referrals to other physicians
solely for the protection of the provider, not the patient, under the
practice of defensive medicine.

We are all aware of the significant and growing cost of health
care. Unfortunately, with the understandably defensive nature of
the health care delivery system in the United States, we can only
expect these strains to multiply as the number of Americans receiv-
ing care grows. By empowering physicians with the ability to pro-
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vide needed health care services without the burden of defensive
medicine tactics, an estimated $70 to $126 billion per year could
be saved, outcomes could be improved and utilization of our limited
medical resources would be more effectively maximized. Rest as-
sured, I value protection of patients’ rights and efforts to reform
the medical liability system should not be misconstrued as an effort
to infringe upon those rights. If tragedy occurs, then certainly there
should be redress for the individual who has been harmed.

I lost sight of the clock up there. There it is. I finally spotted it.
I have run out of my time, so I am going to stop, but thank you
all for being here today.

Mr. PALLONE. Thank you, Mr. Deal.

For an opening statement, the gentlewoman from California, Ms.
Eshoo.

OPENING STATEMENT OF HON. ANNA G. ESHOO, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

Ms. EsHOO. Good morning, Mr. Chairman, and thank you for the
series of hearings that you are holding as we prepare legislation for
health care for everyone in our country. I guess today can be called
Doctors Day, so welcome to all the witnesses.

As a Nation we have innovative equipment, I think we have the
most knowledgeable doctors, we have the widest array of medi-
cines, but if millions of Americans don’t have access to this, obvi-
ously something is very, very wrong, and it is worst for minorities
and lower-income groups. In addition to the 47 million Americans
who have no insurance whatsoever, there are millions more who
are underinsured. Racial, ethnic, cultural, socioeconomic and geo-
graphical barriers exist in getting people the care they need and
that is why it is critical for us to keep these factors in mind when
addressing health care reform and I think that you are going to
teach us a lot today.

I look forward to discussing how we can improve Medicaid and
Medicare as well. There are parts of the country where two out of
three doctors will not see Medicaid patients, in parts of my own
district, and it is the heart of Silicone Valley so one might think
that even though the Gallop Poll said that it is the most contented
district in the country, we still have many gaps where no doctor
will take new Medicare patients because they are reimbursed at
rates far below their costs. The Geographic Price Cost Index, or the
GPCI, has severely skewed doctor reimbursement rates so low in
Santa Cruz County that many of my senior constituents have to
travel an hour or more over a winding mountain road to see a doc-
tor in another county. So this is just one example of how our health
care system is broken and fails too many Americans.

I thank each one of you for being here today. I look forward to
your testimony and most important of all, look forward to all of you
working with us where in the year 2009, God willing, we will really
reform the system once and for all.

Thank you, Mr. Chairman.

Mr. PALLONE. Thank you, Ms. Eshoo.

The gentleman from Illinois, Mr. Shimkus.
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OPENING STATEMENT OF HON. JOHN SHIMKUS, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF ILLINOIS

Mr. SHIMKUS. Thank you, Mr. Chairman.

When I started practicing medicine in the same location 30 years
ago, my malpractice premium with the same insurer was $10,000
a year. Today my premium is just shy of $100,000 annually. Major
malpractice reform with bipartisan support should be a starting
point for our country’s health care overhaul. Threat of litigation
causes an inestimable amount of practice of defensive medicine. It
will not take too many rate hikes for those of us providing obstet-
rical care in rural counties to say enough is enough and that we
will not continue to provide high-risk services.

These days, malpractice insurance premiums are prohibitive. We
have not been able to recruit new doctors in the area, particularly
in surgical specialties, due to excessive premiums. Addressing med-
ical liability reform and health care reform will free millions of doc-
tors that can be directed toward improving care and access to care.
It would also provide for a better distribution of physicians as re-
cruitment and retention of physicians is greatly influenced by the
medical liability environment of each State.

I have two additional letters, Mr. Chairman, and I ask unani-
mous consent that these be submitted for the record. They are from
doctlors in my district and health care providers, especially hos-
pitals.

[The information appears at the conclusion of the hearing.]

Mr. PALLONE. Without objection, so ordered. We thank the gen-
tleman.

The gentleman from Texas, Mr. Green.

OPENING STATEMENT OF HON. GENE GREEN, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. GREEN. Thank you, Mr. Chairman, for calling this hearing.
In following my friend from Illinois, if we could handle medical
malpractice, in Texas we wouldn’t have 900,000 children and not
covered by SCHIP because the State won’t cover the match because
we have one of the strong medical malpractice laws in the country
and we still have a huge number of uninsured. I think we have to
look at other issues.

I want to thank you for holding the hearing today on health in-
surance and access to care. Houston has the third largest Hispanic
population in the country and I represent an area that is 65 per-
cent Hispanic and medically underserved. In 2007, nearly half of
the 47 million uninsured in the United States were minorities. Un-
fortunately, most minority populations have higher rates of dis-
eases like diabetes, cervical cancer, HIV/AIDS and heart disease in
our community. In fact, Mexican-Americans are twice as likely as
Anglos to be diagnosed with diabetes. These diseases are mostly
preventable but lack of access to care is still a barrier to the minor-
ity communities in part because of the many health problems in
the Hispanic community.

As we know on this committee, access to quality primary and
preventive care leads to a better quality of life and fewer health
problems down the road. We will hear today that aside from bar-
riers to primary care, we are facing a shortage of primary care phy-
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sicians. This is troublesome because even if we reform our system,
we may not have enough primary care physicians to serve all the
patients who will be entering our health care system.

We are addressing the issue of health reform but as we move for-
ward we have to reiterate that State and federal partnerships do
not work if the State cannot come up with the federal match. Texas
unfortunately has a long history in the SCHIP and Medicare pro-
gram of not providing the matching funds much to the detriment
of our residents. Health reform must be at a national level, and if
we truly want to cover all Americans, although many States have
their own wraparound programs, some of us do not and we can’t
leave those uninsured behind.

Again, I want to thank our witnesses today, and Mr. Chairman,
I yield back my time.

Mr. PALLONE. Thank you, Mr. Green.

The gentleman from Texas, Mr. Burgess.

OPENING STATEMENT OF HON. MICHAEL C. BURGESS, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. BURGESS. Thank you, Mr. Chairman. Thank you for holding
this hearing. I feel like I am in a Chevy Chase movie, doctor, doc-
tor, doctor, doctor and doctor, but, you know, reading through the
testimony today, we are going to have an opportunity to touch on
several important issues and they are issues that have been near
and dear to my heart for a long time.

I do look forward to discussing the role of Medicare and Medicaid
in providing care and the very serious issues we face in ensuring
that our primary care workforce is able to meet the demands of the
future and the role of health disparities among the various popu-
lations. Some very basic questions that we need to consider. How
can we think of going forward until we have some solutions to the
problems that we know exist within our public systems today and
this hearing might very well serve as a checklist of what we know
to be broken within those public systems. The federal programs,
Medicare and Medicaid, that cover well over a third of our popu-
lation, are headed for a budgetary collapse. We expect these pro-
grams to service the populations that they do now and in the very
near future to serve even more, and the providers in the workforce
face the threat of annual Medicare cuts, this year to be at 20 per-
cent unless Congress acts before the end of December, and Med-
icaid reimbursements that are even worse, and to top it all off, the
Association of American Medical Colleges reports that the physi-
cian shortage is expected to exceed 124,000 doctors by 2025.

I am encouraged to see attention being given to the physician
workforce issues. I have been concerned about that for some time.
In my home State of Texas, the number of doctors between 1995
and 2005 increased by 46 percent, nearly 5,000 doctors, but the
State is still well below the national average. I believe that a good
start for Congress is to enact legislation that this committee, this
subcommittee approved, we approved in full committee that I intro-
duced along with Congressman Gene Green, H.R. 914, the Physi-
cian Workforce Enhancement Act of 2009, to create additional resi-
dency training programs where historically none have operated in
the past. We all know doctors are not very imaginative. We tend
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to go into practice within 50 miles of where we do our training and
this is a bill aimed at capitalizing upon that fact, but it is only one
small step.

I also represent an area that has a significant minority popu-
lation who suffers from a lack of direct access to medical services
and obviously the health problems that result therefrom. But that
is just it, Mr. Chairman. We need a lot of discussion before we pro-
ceed on the path of a comprehensive fix but we all know we need
to proceed. Coverage does not always equal access. Coverage
doesn’t help the Medicare or Medicaid patient who cannot find a
doctor willing to accept the program, or worse yet, a doctor who can
no longer afford to keep their doors open because they have accept-
ed what the government will pay. So simply burdening future gen-
erations is not the answer. It is up to us, it is up to this Congress.

I look forward to the testimony today and I will yield back the
balance of my time.

Mr. PALLONE. Thank you.

The chairman of our full committee, Mr. Waxman.

OPENING STATEMENT OF HON. HENRY A. WAXMAN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

Mr. WAXMAN. Thank you very much, Chairman Pallone, for hold-
ing this hearing.

We have already had two productive hearings in this series on
health reform. At the first hearing the Institute of Medicine testi-
fied that health insurance coverage makes a big difference in per-
sonal health. For example, the health of uninsured middle-aged
adults who have chronic conditions such as diabetes declines more
rapidly than the health of insured adults with these conditions.
Overall, uninsured adults are 25 percent more likely to die pre-
maturely than adults with health insurance. The data are over-
whelming. Health insurance improves access to care, which in turn
improves personal health, while we also know that health insur-
ance coverage does not necessarily guarantee access to needed care.
Racial and ethnic minorities often don’t get the care they need,
even if they are insured. People living in rural areas of our Nation
have some of the highest rates of chronic health problems like obe-
sity but some of the lowest numbers of physicians and nurses to
address these problems. Communities all over the country in urban
and rural areas alike face growing shortages of primary care physi-
cians and nurses. Coverage for all is essential but health insurance
by itself won’t solve these shortages. We will need additional meas-
ures to ensure that we have enough primary care physicians and
nurses to meet the Nation’s needs.

As the Institute of Medicine told us, many more low-income
Americans would be uninsured today and at greater risk for poor
health and premature death were it not for expansions in public
programs like Medicaid and CHIP. Medicaid and CHIP are the Na-
tion’s insurers for low-income families and children and individuals
with disabilities. However, just as Americans with private health
insurance do not always have access to needed care, so those en-
rolled in Medicaid and CHIP may not always have access to the
care they need. When our committee takes up health reform, we



8

will provide coverage for the uninsured. However, I also want to
make sure that our legislation addresses the barriers to access that
insurance coverage by itself can’t fix. Today’s hearing will help us
craft solutions that will improve access to care for all regardless of
race, ethnicity or geography.

I look forward to our witnesses’ testimony. I yield back the bal-
ance of my time.

[The prepared statement of Mr. Waxman follows:]
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Opening Statement for Rep. Henry A. Waxman
Chairman, Committee on Energy and Commerce
Making Health Care Work for American Families:
Improving Access to Care
Subcommittee on Health
March 24, 2009

I want to thank Chairman Pallone for holding this hearing.

We have already had two productive hearings in this series

on health reform.

At the first hearing, the Institute of Medicine testified that
health insurance coverage makes a big difference in personal

health.

For example, the health of uninsured, middle-aged adults
who have chronic conditions such as diabetes declines more

rapidly than the health of insured adults with these conditions.

Overall, uninsured adults are 25% more likely to die

prematurely than adults with health insurance.
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The data are overwhelming: health insurance improves

access to care, which in turn improves personal health.

But we also know that health insurance coverage does not

necessarily guarantee access to needed care.

Racial and ethnic minorities often don’t get the care they

need, even if they are insured.

People living in rural areas of our nation have some of the
highest rates of chronic health problems like obesity — but
some of the lowest numbers of physicians and nurses to address

these problems.

Communities all over the country, in urban and rural areas
alike, face growing shortages of primary care physicians and

nurscs.
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Coverage for all is essential, but health insurance by itself
won’t solve these shortages. We will need additional measures
to ensure that we have enough primary care physicians and

nurses to meet the nation’s needs.

As the Institute of Medicine told us, many more low-
income Americans would be uninsured today — and at greater
risk for poor health and premature death — were it not for

expansions in public programs like Medicaid and CHIP.

Medicaid and CHIP are the nation’s insurers for low-

income families and children and individuals with disabilities.

However, just as Americans with private health insurance
do not always have access to needed care, so those enrolled in
Medicaid and CHIP may not always have access to the care they

need.
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When our Committee takes up health reform, we will
provide coverage for the uninsured. However, I also want to
make sure that our legislation addresses the barriers to access

that insurance coverage by itself can’t fix.

Today’s hearing will help us craft solutions that will

improve access to care for all, regardless of race, ethnicity, or

geography.

I look forward to today’s testimony.



13

Mr. PALLONE. Thank you, Chairman Waxman.
The gentlewoman from Tennessee, Ms. Blackburn.

OPENING STATEMENT OF HON. MARSHA BLACKBURN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF TEN-
NESSEE

Ms. BLACKBURN. Thank you, Mr. Chairman. Welcome to our
guests.

In order to truly reform the Nation’s health care system, I am
one of those that believes we have to focus on cost reduction, im-
proved quality, increased access to all Americans. True medical li-
ability reform is a critical component of the health reform debate.
It is concerning to me that there has been little attention on how
tort reform will affect access to care in the broader health care re-
form debate. The lack of liability reform hurts patients, hurts our
constituents, impacts their ability to receive care due to enormous
added costs incurred in the practice of defensive medicine which
has driven trial lawyers looking to cash in on what they deem to
be bad outcomes. Any attempt to make health care available to the
underserved and uninsured will be doomed to failure if the legal
costs of practicing medicine are not addressed.

With reimbursement issues added to the high cost of liability in-
surance, physicians who are often small business owners must
weigh the risk of taking new patients, particularly the uninsured,
if costs exceed reimbursement. A physician in my district recently
told me without significant and real tort reform, no plan to control
increasing health care costs will succeed. While it is healthy to con-
sider the best practices for both patients and physicians, the debate
must be resolved so the medical system can operate in a more ef-
fefctive fashion and be improved to consistently deliver high quality
of care.

Mr. Chairman, I would like to ask unanimous consent that I
enter some letters into the record from physicians in my district
who have highlighted their concerns with the need for medical mal-
practice reform in the overall debate.

[The information was unavailable at the time of printing.]

Mr. PALLONE. Without objection, so ordered. I thank the gentle-
woman.

Ms. BLACKBURN. I yield back.

Mr. PALLONE. The chairman emeritus, Mr. Dingell.

OPENING STATEMENT OF HON. JOHN D. DINGELL, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF MICHI-
GAN

Mr. DINGELL. Thank you, Mr. Chairman, and I commend you for
holding today’s hearing on improving access to health care. This is
a particularly timely topic since this is Cover the Uninsured Week.
There are 46 million people in the United States who lack health
insurance and some have estimated that without action, the num-
ber could reach 61 million by 2020.

It comes as no surprise that the uninsured have trouble access-
ing quality health care but access is a problem even for those with
insurance coverage. The high cost of health care and lean insur-
ance benefits have led more than 25 million people to be classified
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as underinsured. These people are more likely to forego needed
care because of costs. Furthermore, the Commonwealth Fund re-
ports that in addition to gaps in insurance coverage, Americans
lack timely access to care, meaning they are not able to see their
doctors within 2 days of becoming sick.

As we move forward with comprehensive health care reform leg-
islation, there are a few key issues that we must tackle with re-
garding to expanding access to care. First and most important, we
must set a goal that our health care reform bill moves us toward
universal coverage. That is why I support a provision that would
require everyone to have health insurance. However, we must in-
sure that care is affordable to everyone and I believe that is the
only way we can have universal coverage and have it in a fair and
proper way. Even if we require everyone to have health insurance,
many Americans will still lack access to health care due to a short-
age of primary care providers. Strong primary care systems have
been shown to reduce costs and improve quality. However, of the
800,000 physicians in the United States, only 40 percent are pri-
mary care providers. By the year 2025, we will have a shortage of
over 40,000 primary care doctors. Our health care payment sys-
tems have essentially subsidized specialty care.

As we construct new health care networks, one that I hope in-
cludes a public plan, nay, that must include a public plan, we must
move from a fee-for-service payment structure to one that rewards
quality and patient-centered primary care. We must consider incen-
tives such as loan forgiveness, scholarships and other things to
draw young medical students into the primary care field. Addition-
ally, we must assess the need for nurses, nurse practitioners and
physician assistants and we must then invest in a proper way of
ensuring that that carries forward. These professionals serve on
the front line of care and play a critical role in primary care and
prevention.

We must address the persistent disparities in health care access
and health outcomes for racial and ethnic groups. Numerous stud-
ies have shown that racial and ethnic minorities are consistently
less likely to receive necessary care, even when controlling for
other access-related factors. I believe, and I stress this, that health
care is a right, not a privilege, and failure to address the root
causes of these disparities is immoral.

Finally, if it were not for Medicare, Medicaid and CHIP, many
people would be among the ranks of the uninsured and under-
insured. These public programs service one-third of U.S. popu-
lations. Any comprehensive reform must ensure the viability of
these programs.

I thank you, Mr. Chairman, and I yield back the balance of my
time.

Mr. PALLONE. Thank you, Chairman Dingell.

Next is our ranking member of the full committee, Mr. Barton.

OPENING STATEMENT OF HON. JOE BARTON, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. BARTON. Thank you, Mr. Chairman. I appreciate you holding
this hearing on issues related to improving access to care.
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This is the third hearing, and as the witnesses will testify, im-
proving access to health care involves many issues such as getting
more people into the provider workforce, the role of public health
programs and perceived health disparities. I am particularly inter-
ested in hearing about the role of medical liability reform as it re-
lates to health care access, also about the role physicians can play
to increase access points in their communities.

The current medical liability system in the United States affects
the ability of patients to receive care when they need it. It is well
documented that doctors are scaling back the care they provide or
abandoning their practice altogether to avoid being sued. When you
don’t have providers, that can mean the difference between life and
death for those patients who don’t have a doctor.

My home State of Texas is a perfect example of how medical li-
ability reform improves people’s health care. In 2003, Texas voters
approved a constitutional amendment that included a limit on non-
economic damages while continuing to allow injured parties to be
fully compensated for economic damages. Prior to that reform, sky-
rocketing insurance premiums were forcing doctors to flee the
State, quit medicine or cut back on complex, lifesaving procedures.
At the height of the crisis, Texas ranked 48th out of the 50 States
in per capita physicians. In the years since the reform was passed,
Texas has been transformed from a State in turmoil to a model.
Doctors are coming back to Texas, patients are getting better care.
More doctors mean improved access, especially for those Texans
that are living in poor and medically underserved areas. I would
urge this committee, Mr. Chairman, to take a serious look at liabil-
ity reform as we move into the overall issue of health care reform.

I also believe that we should look at what is working in commu-
nities across this country to increase access to care. Last year we
heard from a doctor in Louisiana whose community was ravaged by
Hurricane Katrina. Hospitals were closed and residents were with-
out access to needed medical services. Physicians in that commu-
nity came together to run a physician-owned hospital that provided
the quality of medical care the residents so sorely need. Now, I
know it is not the popular conventional wisdom to suggest that
people helping their community can make a difference without the
bureaucrats in Washington telling them what to do but it is true.
Who knows what happens when communities actually work to-
gether themselves and don’t look to Washington for the solution. It
is certainly not the Washington elite who have all the answers. We
should applaud the people who have stepped up to the plate and
expanded access to quality medicine in their own neighborhoods.
This committee has a long history of being involved in the issue of
physician-owned hospitals. These facilities have consistently dem-
onstrated that they provide high-quality care for patients and
achieve high patient satisfaction. Patients like receiving their care
at these facilities. Physicians and nurses like working at these fa-
cilities and these facilities continue to top the charts in terms of
health care quality. You don’t have to take my word for it. Visit
any physician-run hospital and you can see for yourself. I would ex-
tend an open invitation to anybody on this committee to come to
my district and visit a number of physician-owned hospital facili-
ties in my district if they don’t have them in their own district.
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When physicians have a stake in the system, they raise the stand-
ard of quality care to a level that patients then expect and demand
from all providers. As we discuss access to care today, we need to
keep this in mind. We should be expanding the number of pro-
viders, not limiting the number of providers.

Again, I appreciate you, Mr. Chairman, for holding this hearing.
I have a letter from a doctor-owned hospital in my district, USMD,
dated yesterday to myself by the chairman of the board that I
would like to submit for the record if we could get unanimous con-
sent.

Mr. PALLONE. I am sorry. What is it that you want to submit?

Mr. BARTON. A letter from a physician-owned hospital in my dis-
trict.

Mr. PALLONE. Without objection, so ordered.

[The information was unavailable at the time of printing.]

Mr. BARTON. Thank you, Mr. Chairman.

Mr. PALLONE. Thank you, Mr. Barton.

Our full committee vice chair, Ms. DeGette.

OPENING STATEMENT OF HON. DIANA DEGETTE, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF COLO-
RADO

Ms. DEGETTE. Thank you very much, Mr. Chairman. This is a
very important hearing in health care access on all levels, and I am
looking forward to hearing the testimony from our panel.

I wasn’t going to talk about this but it appears to be in the talk-
ing points for my friends on the other side of the aisle so let me
just mention that we did address the issue of medical malpractice
reform and the concept of federalizing these traditionally State tort
claims in the 109th Congress and we had a number of hearings in
that Congress about this subject at which we took testimony, and
frankly, there is absolutely no evidence that if we federalized these
torts and we enacted caps on non-compensatory damages that that
would help bring the cost of medical care down in any way.

I do think though that we need to address the issue of what is
happening with doctors’ insurance rates because doctors’ insurance
rates have consistently increased over the years, even in States like
my State and Texas and other States where we have had caps on
non-economic damages for some years, and I think we need to put
all of this into the mix, but I think it is unfair to try to claim that
we haven’t addressed this, that we haven’t looked at it or that med-
ical malpractice rates are causing the terrible cost overruns that
we have in our system.

Thank you, Mr. Chairman.

Mr. PALLONE. Thank you.

The gentleman from Pennsylvania, Mr. Murphy.

OPENING STATEMENT OF HON. TIM MURPHY, A REPRESENTA-
TIVE IN CONGRESS FROM THE COMMONWEALTH OF PENN-
SYLVANIA

Mr. MURPHY of Pennsylvania. Thank you, Mr. Chairman, and
thank you to all the doctors present here. We have enough to open
up a sizable hospital, I guess. Who is minding the patients?
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All of our concern is to improve access to care and I believe that
has to include

Mr. PALLONE. Is your microphone not working?

Mr. MURPHY of Pennsylvania. It was going off and on, sir. I don’t
know. Maybe someone on that side of the aisle is——

Mr. PALLONE. All right.

Mr. MURPHY of Pennsylvania. But don’t do that to me, because
I agree. Hold the clock there too.

Mr. PALLONE. We will try it. Go ahead.

Mr. MURPHY of Pennsylvania. Thank you, Mr. Chairman.

I am concerned about some of the inefficiencies that we put into
the system itself which drive providers away, such as why aren’t
doctors more willing to be Medicaid and Medicare providers? Why
are the rules we set forth a problem? Why does a person diagnosed
with multiple sclerosis have to wait 2 years before they can be
given medication? Why don’t we pay for disease management of a
diabetic but are willing to pay to have their legs amputated when
they have complications? Why won’t we pay an oncologist to do lab
work on the day of chemotherapy if they are trying to determine
if a patient can have the chemotherapy? There are so many ques-
tions that we have in this area that I think are barriers to access
and I am hoping as part of the testimony we hear it will include
how we can improve the health system the government runs
through the Medicare, Medicaid and VA systems and learn to take
down the barriers that stand in the way of access to care.

Thank you very much.

Mr. PALLONE. The gentlewoman from California, Ms. Capps.

OPENING STATEMENT OF HON. LOIS CAPPS, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF CALIFORNIA

Ms. Capps. Thank you, Mr. Pallone, and thank you to each of our
witnesses today. We have a stellar panel here and thank you for
coming.

This hearing is really central to our debate on how we are going
to improve health care. If we can improve the way we care for the
most marginalized in our society, then we can certainly improve
the way we care for everyone. One of the barriers to access today
is a lack of health professionals: nurses, physicians, dentists, a
whole array of them. And contrary to what some of our colleagues
on the other side have said about everyone supposedly being able
to obtain health care at the emergency room, there aren’t even
enough health professionals to staff many emergency rooms 24/7
and 7 days a week. So as we talk about ways to improve access for
everyone, let us talk about what else we can be doing to educate
more health professionals and get them into the areas where they
are needed most.

I look forward to the testimony. I yield back.

Mr. PALLONE. Thank you.

The gentleman from Michigan, Mr. Rogers.

OPENING STATEMENT OF HON. MIKE ROGERS, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF MICHIGAN

Mr. ROGERS. Thank you, Mr. Chairman, and thanks to the panel-
ists.
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Like you, I believe we must take action to provide more Ameri-
cans with access to affordable, high-quality health insurance, but
the details on how we get there are important. About 15 percent
of Americans go without health insurance for some period of time
every year. At the same time, 85 percent of Americans have health
insurance, and for many of this 85 percent they have good coverage
that provides for their families’ needs. We must focus on the 15
percent. Who are they? How can we ensure that they have access
to affordable insurance? In reality, a large portion of this group is
young and goes without insurance by choice. A large part of this
group is already eligible for government programs but not signed
up. How should we address these issues?

In finding solutions to address the 15 percent problem, we must
be careful not to destroy a system that does work for tens of mil-
lions of Americans. I am concerned that some proposals addressed
today would do just that. Forcing millions of Americans who al-
ready have health insurance to accept fewer benefits, reduced ac-
cess and higher costs is hardly a solution. I believe we can find so-
lutions to provide universal access to health care, lower costs and
better quality for all Americans. I believe we can strengthen crit-
ical safety net programs like Medicaid, Medicare and SCHIP but
we must work together to achieve this goal.

Mr. Chairman, I look forward to working with you and the mem-
bers of this committee on this important issue, and I yield back the
remainder of my time.

Mr. PALLONE. Thank you.

The gentlewoman from Wisconsin, Ms. Baldwin.

OPENING STATEMENT OF HON. TAMMY BALDWIN, A REPRE-
SENTATIVE IN CONGRESS FROM THE STATE OF WISCONSIN

Ms. BALDWIN. Thank you, Mr. Chairman. It is notable that we
are holding this hearing on ensuring access to care during Cover
the Uninsured Week.

We are discussing two issues today that are very close to my
heart, health disparities and primary care workforce shortages. On
health disparities, the level of inequality in our health care system
is a shocking injustice. Thanks to several of my colleagues, we have
recently focused greater attention on racial and ethnic health dis-
parities. I also want to draw attention to the fact that the lesbian,
gay, bisexual and transgender community also experience signifi-
cant health disparities. Most well known as an issue, of course, is
HIV/AIDS but the LGBT community experiences other health care
disparities as well. We are far less likely to have health insurance
compared to our straight counterparts. LGBTQ youth are up to
four times more likely to attempt suicide than their heterosexual
peers and we also know that many delay care due to fear of dis-
crimination, leading to higher mortality rates from heart disease
and cancer. To address these disparities, I am developing legisla-
tion that I will offer later this year.

Let me quickly also express my strong concern about our existing
and looming primary care shortages. To address one small aspect
of this problem, I offer bipartisan legislation that would provide re-
imbursement for the costs of graduate degrees in nursing in ex-
change for a commitment to teach nursing for at least 4 years.
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Without the worry of educational debt, nurses will be able to de-
vote time to training the next generation of the frontline primary
care workforce.

dThank you again, Mr. Chairman, and thank you to our witnesses
today.

Mr. PALLONE. Thank you.

The gentleman from Kentucky, Mr. Whitfield.

OPENING STATEMENT OF HON. ED WHITFIELD, A REPRE-
SENTATIVE IN CONGRESS FROM THE COMMONWEALTH OF
KENTUCKY

Mr. WHITFIELD. Thank you, Mr. Chairman, and I want to thank
the panel and particularly for listening to all of us this morning,
and we have heard a lot of discussion today about liability insur-
ance and whatever needs to be done to correct that problem, we
may have differences of opinion about it but I think it is imperative
that we focus on the fact that there is a problem.

Members of the Kentucky Medical Association left my office just
a few days ago and they referred to the study in Massachusetts
that showed that 83 percent of doctors practiced defensive medicine
and almost 28 percent of the tests, procedures, referrals and con-
sultations were ordered to avoid lawsuits. And then almost half of
America’s medical students in their third or fourth year of medical
school have indicated the liability crisis was a factor in their choice
of specialty, threatening America’s future access to high-risk med-
ical services such as a surgery and other specialties, so I think it
is something we must focus on as we move forward on health care
reform. Thank you.

Mr. PALLONE. Thank you.

The gentlewoman from the Virgin Islands, Ms. Christensen.

OPENING STATEMENT OF HON. DONNA M. CHRISTENSEN, A
REPRESENTATIVE IN CONGRESS FROM THE VIRGIN ISLANDS

Ms. CHRISTENSEN. Thank you, Chairman Pallone, and thank you
again for this series of hearings that continue to inform and guide
us as we prepare to reform health care this year.

Today we are looking at access and several barriers to it. It is
important to understand that while providing coverage is the
linchpin of reform, it is not the only thing that must get done to
ensure access. We must have more and more diverse providers at
all levels. We need to stop the way malpractice is increasing costs
and forcing doctors out of practice, and as you will always hear
from me, we must eliminate disparities and ensure that the system
we create assures equal access to quality care for every America.

I want to thank the panelists for the work that they have been
doing to show us the way forward, and I look forward to your testi-
monies. I yield back.

Mr. PALLONE. Thank you.

The gentleman from Georgia, Mr. Gingrey.

Mr. GINGREY. Thank you, Mr. Chairman. Before I waive my
opening remarks, I want to ask unanimous consent to submit for
the record a letter, Mr. Chairman, from the Georgia Mutual Insur-
ance Company to the Medical Association of Georgia on the ques-
tion of is tort reform working in the State of Georgia; the response,
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most definitely. I ask unanimous consent to submit this letter for
the record.

Mr. PALLONE. Thank you. Without objection, so ordered.

[The information appears at the conclusion of the hearing.]

Mr. PALLONE. If all of you could give me these letters so we can
take a look at them, I would appreciate it, because I know I am
always concerned that we are going to have too much for the
record, but I think you only had a few in each case.

Mr. DEAL. Mr. Chairman.

Mr. PALLONE. Yes, Mr. Deal.

Mr. DEAL. In that regard, I would ask unanimous consent to in-
clude in the record the American Medical Association two-page
statement on medical liability reform and also a two-page letter
from Richard Scott on behalf of Conservatives for Patients’ Rights.
I would ask unanimous consent to include those in the record.

Mr. PALLONE. Without objection, so ordered. Thank you.

[The information was unavailable at the time of printing.]

Mr. PALLONE. Next is the gentlewoman from Florida, Ms. Castor.

OPENING STATEMENT OF HON. KATHY CASTOR, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF FLORIDA

Ms. CASTOR. Thank you, Mr. Chairman. First I want to say to
the witnesses, I thought your written testimony was outstanding
and very, very helpful as we proceed on our health care reform ef-
fort. I believe it shows that a consensus is building that broad-
based, basic primary care reform, those simple visits to the doctors’
offices and clinics will be central to providing affordable access to
health care for all American families.

Dr. Mullan, your workforce analysis was particularly terrific, I
thought, and your recommendations to improve primary care pro-
fessionals very helpful along with Dr. Harris’s recommendations for
a national health care workforce policy. Thank you for highlighting
the arbitrary and outdated caps on physician resident slots that is
really harming high-growth States like mine, the State of Florida.
You also had constructive recommendations on the primary care
pipeline. I want to thank your organization for endorsing my bill,
the Primary Care Incentive Act, that provides that tuition reim-
bursement for folks that go and work in community health centers
and clinics and devote a number of years of community service. Dr.
Lavizzo-Mourey, you also had some very creative solutions, also
picked up on a lot of the workforce issues that Congresswoman
Capps has taken the lead on in nursing, physician assistants, and
I appreciate that. Dr. Smedley, your analysis and statistics were
very eye-opening and just demonstrated how health care is really
our civil rights struggle for our time. Thank you.

Mr. PALLONE. Thank you.

The gentlewoman from North Carolina, Ms. Myrick, who waives.

Mr. PALLONE. The gentleman from Connecticut, Mr. Murphy.

OPENING STATEMENT OF HON. CHRISTOPHER S. MURPHY, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF CON-
NECTICUT

Mr. MURPHY of Connecticut. Thank you very much, Mr. Chair-
man. We are going to talk a lot over the course of the next few
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months about making sure that people have insurance but I know
today we are going to spend time on what should be our second pri-
ority, making sure that people that have insurance actually have
access to care, and I would like to just share one particularly im-
portant story from Connecticut.

Last year in Tolland, Connecticut, in eastern Connecticut, about
190 dentists got together and decided to provide free care over the
course of 2 days. The night before that clinic began, there were dra-
matic, torrential thunderstorms. Through the night, dozens of peo-
ple lined up soaking overnight waiting for care the next morning,
and their individual stories, which numbered 700 by the time that
clinic was done, are shocking but unfortunately too common. There
was a mother whose children insured through our State’s SCHIP
program, HUSKY, had been waiting 8 months to see a dentist for
immediate care. There was a single woman who worked two jobs,
had insurance but whose deductibles were so high she couldn’t af-
ford to see a dentist. And there were the unemployed workers there
on COBRA whose employers never offered dental coverage in the
first place.

This is just one story not original to Connecticut but they do illu-
minate a point. Just because you have health insurance doesn’t
mean that you get to see a doctor, doesn’t mean you get to see a
dentist. Health insurance without real access is little better than
no insurance at all.

I thank the panel for being here and I look forward to your testi-
mony today.

Mr. PALLONE. Thank you.

The gentleman from Ohio, Mr. Space.

OPENING STATEMENT OF HON. ZACHARY T. SPACE, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF OHIO

Mr. SPACE. Thank you, Mr. Chairman, for holding this important
hearing, and specifically as it relates to rural health care dispari-
ties.

I had a chance to review some of the testimony for today and I
couldn’t help but be struck by some of the statistics highlight by
Dr. Kitchell from Iowa in his testimony. Twenty percent of the Na-
tion’s population resides in rural areas yet 9 percent of our Na-
tion’s physicians reside in rural areas. Rural physicians see up to
30 percent more patients per physician. The cost of running a rural
physician’s practice is considerably higher than running an urban
or suburban city physician practice, and the rural physicians’ ex-
penses, despite being greater, their Medicare reimbursements are
far less. It is no wonder that some of the counties that I represent
have one or two practicing physicians serving the entire county, re-
quiring many of my constituents to drive long distances for basic
care and that doesn’t even cover the specialists. While the primary
care focus is one that we need to be concerned with, it applies to
other realms in the health care delivery field as well. Home health
nurses, medical assistants and other professionals are in short sup-
ply.

One of the critical elements of this issue is the impact that it will
have on our economy. Developing and training a workforce to meet
the needs that are glaring in rural American right now will not
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only enhance access to quality health care, it will provide an impor-
tant avenue for economic opportunity in an area of the country that
desperately needs it, so I would like to thank those who have come
before the committee this morning and look forward to hearing all
your testimony.

Mr. PALLONE. Thank you.

The gentleman from Iowa, Mr. Braley.

OPENING STATEMENT OF HON. BRUCE L. BRALEY, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF IOWA

Mr. BRALEY. Thank you, Chairman Pallone. I have been looking
forward to this hearing because access to care is a primary care of
mine and a primary concern of health care providers in Iowa and
their patients.

Our current system has built-in equities which result in a lack
of access to care for residents in many rural States like Iowa, as
my colleague from Ohio has just pointed out. A glaring example of
this is the Geographic Practice Cost Indexes, or GPCIs. These anti-
quated formulas ensure that some parts of the country receive
drastically lower Medicare reimbursement rates than other parts
and that has led to a critical shortage of doctors in some parts of
our country. Despite the well-documented efficiency and quality of
Towa’s health care system, Iowa health care providers still lose mil-
lions of dollars because they choose to care for Medicare patients.
There is already a physician shortage in areas of Iowa and the ex-
istence of the GPClIs is a strong disincentive to those who often
need it most, Medicare patients.

Last Congress I introduced the Medicare Equity and Accessibility
Act, which addresses the GPCI problems. I am going to continue
fighting for a solution to the GPCIs but in fact this is only a Band-
Aid for a broader problem of disparity of care in rural areas. I look
forward to hearing more about access to care in rural areas in to-
day’s hearing.

I also want to welcome my friend, Dr. Michael Kitchell, to the
witness panel today. Dr. Kitchell is currently the president-elect of
the Towa Medical Society and someone I rely upon for sound advice
on health care policy issues. He is also an expert on policies sur-
rounding rural health care and I want to welcome him and look
forward to his testimony. Thank you.

Mr. PALLONE. Thank you.

The gentlewoman from California, Ms. Harman.

OPENING STATEMENT OF HON. JANE HARMAN, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF CALIFORNIA

Ms. HARMAN. Thank you, Mr. Chairman. There is obviously enor-
mous expertise on the panel but there is expertise on this sub-
committee too and I surely hope we will pull together and craft an
excellent bill that addresses this important subject of access.

Access is tough for the insured and uninsured, especially in Cali-
fornia where low reimbursement for Medicaid is pushing more and
more doctors out of the program. In my district, we are lucky to
have places like the Venice Family Clinic that provide free quality
health care to low-income minority population that lacks private
coverage. Eighty-one percent of the patients seen at the clinic are
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minorities so the clinic places an emphasis on volunteer translator
recruitment and medical tutorial programs. Remarkable volunteers
are the arteries that keep the clinic going. My late father, a physi-
cian, devoted his time and passion to serving three generations of
patients, like father, like daughter, and as a former VFC board
member, I am a huge supporter of their work. As the Nation’s larg-
est free clinic, 24,000 patients last year, this is the only place for
most of its patients to access care, helping them to avoid emer-
gency room visits and other serious consequences. Unfortunately,
many places in the country don’t have Venice Family Clinics and
that is a model that we should try to include as we draft the access
part of the bill.

Thank you, Mr. Chairman.

Mr. PALLONE. The gentleman from Georgia, Mr. Barrow.

OPENING STATEMENT OF HON. JOHN BARROW, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF GEORGIA

Mr. BARROW. Thank you, Mr. Chairman.

When we talk about access to health care, we are talking about
different things to different folks. In rural parts of the country, the
problem is physical access. You got specialist doctors and nurses
that don’t want to practice in rural areas but you also have groups
who live in those areas who are slower to seek care in the first
place. You have a combination of an underserved community of
high-risk patients. That is a bad combination. On the other hand,
you have access problems that are financial in nature and we have
different programs to try to make health care available to different
groups of folks. We have Medicaid for the poor, we have Medicare
for the elderly. We have programs like SCHIP for the kids and
folks who make too much to qualify for Medicaid but not enough
to get insurance on their own.

There is another group that is underserved for whom the cost of
health care isn’t altogether out of reach but it is just out of reach,
and as a result it might as well be altogether unavailable and that
is folks who can’t afford to pay the price differential that the insur-
ance industry charges them because of the size of the groups to
lump them into. If you are in a smaller group, it costs you more
to get that same health care package of benefits than it does for
folks who are members of larger groups. The legislation I intro-
duced in the last Congress, the SHOP Act, the Small Business
Health Option Program Act, addresses this price disparity in ways
that I think will make health insurance available to more folks
who can afford to kick in for the cost of care they are drawing out
rather than drawing out care at the emergency room without kick-
ing in at all, so I hope we can explore ways and means of making
health care more affordable for folks just by eliminating the price
differential that folks have to pay for the same benefits package.

Thank you, Mr. Chairman. I yield back.

Mr. PALLONE. Thank you.

The gentleman from Texas, Mr. Gonzalez.

Mr. GONZALEZ. Waive opening. Thank you, Mr. Chairman.

Mr. PALLONE. Thank you.

I think we have covered everybody here for opening statements,
so we will now go to our panel. I know you have been waiting pa-
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tiently and we appreciate that. I want to welcome everyone, and let
me introduce you starting on my left here, and they are all doctors,
every one. Dr. Brian Smedley, who is vice president and director
of the Health Policy Institute, the Joint Center for Political and
Economic Studies; Dr. Michael John Kitchell, who is president-elect
of the Towa Medical Society, the McFarland Clinic; Dr. Michael
Sitorius, professor and chairman of the Department of Family Med-
icine at the University of Nebraska Medical Center; and from my
home State of New Jersey, welcome, Dr. Lavizzo-Mourey, who is
president and CEO of the Robert Wood Johnson Foundation. And
then we have Dr. Fitzhugh Mullan, Murdock head professor of
medicine and health policy and professor of pediatrics at the
George Washington University; Dr. Jeffrey Harris, president of the
American College of Physicians; Dr. James Bean, who is president
of the American Association of Neurological Surgeons; and Dr.
Diane Rowland, who is executive director of the Kaiser Commission
on Medicaid and the Uninsured. Now, I am told that you don’t ac-
tually have a timer down there so you won’t know when the 5 min-
utes are up. The only thing more dangerous is when we don’t have
timers up here. But please try to stick to the 5 minutes if you can
and of course the statements become part of the record, and we will
start with Dr. Smedley.

STATEMENTS OF BRIAN D. SMEDLEY, PH.D., VICE PRESIDENT
AND DIRECTOR, HEALTH POLICY INSTITUTE, JOINT CENTER
FOR POLITICAL AND ECONOMIC STUDIES; MICHAEL JOHN
KITCHELL, M.D., PRESIDENT-ELECT OF IOWA MEDICAL SOCI-
ETY, MCFARLAND CLINIC PC; MICHAEL A. SITORIUS, M.D.,
PROFESSOR AND CHAIRMAN, DEPARTMENT OF FAMILY
MEDICINE, UNIVERSITY OF NEBRASKA MEDICAL CENTER;
RISA LAVIZZO-MOUREY, M.D., M.B.A., PRESIDENT AND CEO,
ROBERT WOOD JOHNSON FOUNDATION; FITZHUGH
MULLAN, M.D., MURDOCK HEAD PROFESSOR OF MEDICINE
AND HEALTH POLICY, PROFESSOR OF PEDIATRICS, THE
GEORGE WASHINGTON UNIVERSITY; JEFFREY P. HARRIS,
M.D., F.A.C.P., PRESIDENT, AMERICAN COLLEGE OF PHYSI-
CIANS; JAMES R. BEAN, M.D., PRESIDENT, AMERICAN ASSO-
CIATION OF NEUROLOGICAL SURGEONS; AND DIANE ROW-
LAND, SC.D., EXECUTIVE DIRECTOR, THE KAISER COMMIS-
SION ON MEDICAID AND THE UNINSURED

STATEMENT OF BRIAN D. SMEDLEY

Mr. SMEDLEY. Thank you, Mr. Chairman. I appreciate the oppor-
tunity to provide testimony on racial and ethic disparities and
health care access and quality.

For nearly 40 years, the Joint Center for Political and Economic
Studies has served as one of the Nation’s premier think tanks on
a broad range of public policy concerns for African-Americans and
other communities of color. We therefore welcome the opportunity
to comment on strategies for addressing health care disparities.

As the committee has pointed out, health care disparities are dif-
ferences in access to and the quality of health care experienced by
racial and ethnic minorities, immigrants, those who aren’t pro-
ficient in English, those who live in rural communities and many
others relative to more advantaged groups. Left unaddressed, these
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disparities have the potential to unravel even the best efforts to
contain health care costs and improve the overall quality of care.
In addition, their persistence leaves U.S. health care systems poor-
ly prepared to address the needs of some of the fastest growing seg-
ments of the population.

This morning I would like to briefly examine the causes and con-
sequences of racial and ethnic health care disparities and offer
some policy strategies for their elimination. As I hope to illustrate,
these disparities are unjust and avoidable. I will therefore refer to
them as inequities throughout the remainder of my testimony.

Health care inequities are not new. They are a persistent relic
of segregation and historically inadequate health care for commu-
nities of color. Like access to other opportunities, health care for
minorities suffered from government inattention for over 100 years
after the end of the Civil War. Even less than 45 years ago, minori-
ties routinely received inequitable care in segregated settings if
care was received at all. Today health care is much more broadly
available but the contemporary context remains shaped by this his-
tory.

I want to note at the outset that while health care access and
quality disparities are unacceptable, they are not the most impor-
tant factors that contribute to the widely divergent health status
of America’s racial and ethnic groups. Some groups, particularly Af-
rican-Americans, American Indians and Alaska Natives and Native
Hawaiians and Pacific Islands experience poor health relative to
national averages from birth to death in the form of higher infant
mortality, higher rates of disease and disability and shortened life
expectancies. The large and growing body of public health research
demonstrates that to address these problems, we must improve the
social and economic contexts that shape health. As the World
Health Organization’s report on social determinates of health
states, inequities in health and avoidable health inequalities arise
because of the circumstances in which people grow, live, work and
age and the systems put in place to deal with illness.

It is clear that many Americans, disproportionately racial and
ethnic minorities, face health care access and quality inequities.
Some of these inequities can be explained by socioeconomic factors
while others cannot. The National Healthcare Disparities Report,
which is prepared and released annually by the Agency for Health
Care Research and Quality, has found that African-Americans, His-
panics, American Indians and Alaska Natives fare worse than
whites on a preponderance of measures of health care access and
quality. For example, the report finds that minorities are less likely
to receive even routine evidence-based procedures and experience
greater communication barriers.

Now, the NHDR provides a window to the health care experi-
ences of a diverse patient population but it does not disentangle
the influences of race, income and insurance on health care. A sub-
stantial body of evidence, as has been pointed out, demonstrates
that racial and ethnic minorities receive a lower quality and inten-
sity of health care than white patients even when they are insured
at the same levels and present with the same types of health prob-
lems. Many factors contribute to these inequities and these often
interact in complex ways. I would like to focus on an important un-
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derlying factor in health care inequality and that is residential seg-
regation. Racial and ethnic minorities are more likely than whites
to live in segregated, high-poverty communities, communities that
have historically suffered from a lack of health care investment. In-
stitutes that serve communities of color are more likely to experi-
ence quality problems and have fewer resources for patient care
than institutions serving non-minority communities. Just as an ex-
ample, a recent study of African-American and white Medicare pa-
tients found that the risk of admission to high-mortality hospitals
was 35 percent higher for blacks than for whites in communities
with high levels of residential segregation. Racial and ethnic seg-
regation and inequality therefore set the stage for inequitable
health care in the United States.

To solve these problems, we must prioritize and invest in improv-
ing the health of communities that suffer from health care inequi-
ties. To make the largest gains, we should improve social and eco-
nomic conditions for health. For example, the federal government
should enforce provisions to address environmental justice in mi-
nority and low-income communities and should establish health
empowerment zones in communities that disproportionately experi-
ence disparities in health status and health care. To improve
health care access and quality for communities of color, the federal
government should improve access to health care providers, as
many on the committee have pointed out. We need to make special
efforts to ensure that health care resources are better aligned with
these communities’ needs. We can do so by increasing the diversity
of our health professional providers, supporting safety-net institu-
tions, providing incentives for providers to serve in underserved
communities, and addressing the geographic imbalance of health
care resources like community health centers. We can also promote
equal high-quality access to care by collecting and monitoring data
on disparities and publicly reporting these data. We can also en-
courage the adoption of cultural and linguistic standards and en-
courage attention to disparities in quality improvement initiatives.

Mr. Chairman, my time is short and these are but a few of the
many ideas that will be put forward today, and we look forward to
working with you as you craft legislation to address these issues.

[The prepared statement of Mr. Smedley follows:]
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Addressing Racial and Ethnic Health Care Disparities:
A Multi-Level Approach

Brian D. Smedley, Ph.D.
Director, Joint Center Health Policy Institute

Thank you, Mr. Chairman, for the opportunity to provide testimony on racial and ethnic
disparities in healthcare access and quality. For nearly forty years, the Joint Center has
served as one of the nation's premier think tanks on a broad range of public policy issues
of concern to African Americans and other communities of color. We therefore welcome
the opportunity comment on prospects for addressing health care disparities in the context
of health reform legislation to be considered by Congress.

Health care disparities are differences in access to and the quality of health care
experienced by racial and ethnic minorities, immigrants, those who aren’t proficient in
English, and others, relative to more advantaged groups. Left unaddressed, these
disparities have the potential to unravel even the best efforts to contain health care costs
and improve the overall quality of care. In addition, their persistence leaves U.S. health
care systems poorly prepared to address the needs of some of the fastest-growing
segments of the population. This testimony will examine the causes and consequences of
health care disparities, and offer a policy framework for their elimination.

Health Care Disparities: The U.S. Context

Health care disparities are not new—they are a persistent relic of segregation and
inadequate health care for communities of color. Like access to other opportunities,
health care for minorities suffered from government inattention (and in some cases,
explicit blessing of inequality) for over 100 years after the end of the Civil War. Even
less than 40 years ago, minorities routinely received inequitable care in segregated
settings, if care was received at all.' The nation’s nascent civil rights laws had yet to
make a significant dent in practices such as medical redlining and de facto segregation of
health care facilities. Today, these problems are largely ameliorated, but the
contemporary health care context remains shaped by this history. This section reviews
evidence that disparities in health care persist. The next section attempts to disentangle
the effects of race, place, and insurance status in contributing to health care disparities.

Access to high-quality health care is particularly important for communities of color
because deep health status gaps persist among U.S. racial and ethnic groups. While the
nation has made progress in lengthening and improving the quality of life, racial and
ethnic health disparities begin early in the life span and exact a significant human and
economic toll. For example:
» The prevalence of diabetes among American Indians and Alaska Natives is more
than twice that for al} adults in the United States;’
®*  Among African Americans, the age-adjusted death rate for cancer is
approximately 25 percent higher than for White Americans;’
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= Although infant mortality decreased among all races during the 1980-2000 time
period, the Black-White gap in infant mortality widened;*
= While the life expectancy gap between the African Americans and whites has
narrowed slightly,5 African Americans still can expect to life 6-10 fewer years
than whites, and face higher rates of illness and mortality.®
In terms of lives, this gap is staggering: A recent analysis of 1991 to 2000 mortality data
concluded that had mortality rates of African Americans been equivalent to that of whites
in this time period, over 880,000 deaths would have been averted.’

Despite these health gaps, communities of color experience significant disparities relative
to whites in both access to care and in the quality of care received. The National
Healthcare Disparities Report (NHDR), prepared and released annually by the U.S.
Agency for Healthcare Research and Quality, is an authoritative source for the
documentation of access and quality gaps. Summarizing a range of measures of health
care access, the report found that access for some groups, such as African Americans and
American Indians, was worse than for whites in the preponderance of the study’s
measures. Latinos experienced the greatest access problems of all ethnic groups; they
received equivalent care as whites in only 17% of the measures, while the remaining
access measures were overwhelmingly poorer for Latinos (83 %).* With regard to health
care quality, minority groups again faired poorly relative to whites: African Americans
and Latinos receive poorer quality care than whites on 73% and 77% of measures,
respectively, and Asian Americans and American Indians received poorer care on 32%
and 41% of measures, respectively. These growing access and quality gaps are not
trivial. For example, from 1999 to 2004 the proportion of adults age 65 and over who
received a pneumonia vaceine increased for Whites (from 52% to 59%) but decreased for
Asians (from 41% to 35%), and from 2000 to 2003 colorectal cancer screening rates
increased for whites while falling off sharply for American Indians and Alaska Natives.®
These growing gaps are not unexpected given that the increase in the numbers of the
uninsured has been more dramatic in communities of color than in non-minority
communities.

The NHDR provides a window in to the health care experiences of a diverse patient
population, but it does not disentangle the influences of race, income, and insurance on
health care. A substantial body of evidence demonstrates that racial and ethnic minorities
receive a lower quality and intensity of health care than white patients, even when they
are insured at the same levels, have similar incomes, and present with the same types of
health problems.10 Below are a few examples from the research literature:
= Insured African-American patients are less likely than insured whites to receive
many potentially life-saving or life-extending procedures, 1particularly high-tech
care, such as cardiac catheterization, bypass graft surgery, ! or kidney
transplantation. 12
* Black cancer patients fail to get the same combinations of surgical and
chemotherapy treatments that white patients with the same disease presentation
receive.'’
= African-American heart patients are less likely than white patients to receive
diagnostic procedures, revascularization procedures, and thrombolytic therapy,
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even when they have similar incomes, insurance, and other patient
characteristics.'*

» Even routine care suffers. Black and Latino patients are less likely than whites to
receive aspirin upon discharge following a heart attack, to receive appropriate
care for pneumonia, and to have pain — such as the kind resulting from broken
bones ~ appropriately treated.'”

= Minorities are more likely to receive undesirable treatment than whites, such as
limb amputation for diabetes. 6

Of these health care disparities, inequality in long-term care services is among the most
troubling. Population trends show that people of color are the fastest-growing segments
of the U.S. population. Racial and ethnic minorities are also burdened with a higher
prevalence of chronic diseases. These realities require long-term care policies and
funding streams that address the needs of minority patients, their families, and their
communities.'” Yet people of color requiring long-term care are less likely to be treated
in such a system. Despite the increasing supply of nursing home beds and the emergence
of assisted living facilities, African Americans are less likely than similarly-situated
whites to be placed in a nursing home."® Studies also show that nursing home care
remains largely separate and unequal. Most African American nursing home residents
tended to be concentrated in a few predominantly African American facilities, whereas
the vast majority of White nursing home residents live in predominantly White facilities.
Facilities housing African Americans tend to admit individuals with mental retardation
and difficulty in ambulating, and to have lower ratings of cleanliness/maintenance and
lighting."® The nearly 15 percent of U.S. nursing homes that serve predominantly African
American residents have fewer nurses, lower occupancy rates, and more health-related
deficiencies. They are more likely to be terminated from the Medicaid/Medicare
program, are disproportionately located in the poorest counties, and are more likely to
serve Medicaid patients than are other facilities.?’ Other studies document a strong
relationship between nursing home or long-term care facility racial concentration and
quality. For example, controlling for individual, facility, and market characteristics,
blacks were found to be admitted to nursing homes with 32% higher rates of deficiency
(defined as evaluations of poor quality made by state surveyors under the federal nursing
home certification regulation).ﬂ

What Are the Factors that Contribute to Health Care Disparities?

Many of the same problems associated with racial and ethnic inequality in education,
employment, housing, and criminal justice are implicated in health care disparities. One
of the most pressing fundamental causes of these disparities is residential segregation.
Racial and ethnic minorities are more likely to live in segregated, high-poverty
communities, communities that have historically suffered from a lack of health care
investment. The result too often is that the geographic distribution of health care
resources within and across communities results in racially disparate health care:
institutions that serve communities of color are more likely to experience quality
problems and have fewer resources for patient care than institutions serving non-minority
communities.
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Racial and ethnic segregation and inequality therefore “sets the stage” for inequitable
health care in the United States. But many other causal factors — such as policies and
practices of health care systems, the legal and regulatory context in which they operate,
and the behavior of people who work in them - are also involved.” Some of these causal
factors include 1) differences in insurance coverage and sources of coverage, 2) the
inequitable distribution of health care resources, and 3) aspects of the clinical encounter,
including cultural and linguistic barriers in health care systems and the interaction of
patients and providers. These examples are explored in greater detail below.

Sources of Insurance Coverage
In its landmark series on the causes and consequences of uninsurance, the Institute of
Medicine concluded that the availability and quality of health care in the United States
suffers when large segments of the population lack health insurance,” Racial and ethnic
minority and immigrant communities are disproportionately uninsured (see Figure 1),
making them especially vulnerable to health crises.” For example:
= While about 21 percent of white Americans were uninsured at any point in 2002,
communities of color were more likely to be uninsured at any point (including 28
percent of African Americans, 44 percent of Hispanic Americans, 24 percent of
Asian Americans and Pacific Islanders, and 33 percent of American Indians and
Alaska Natives), and are more likely to be dependant upon public sources of
health insurance.”
= While Hispanic children constitute less than one-fifth of children in the United
States, they represent over one-third of uninsured children.”® And among children
in fair or poor health who lack insurance (nearly 570,000 children in 2002), over
two-thirds are Hispanic.”’
= More than 11 million immigrants were uninsured in 2003, contributing to one-
quarter of the U.S. uninsured.” Between 1998 and 2003 immigrants accounted
for 86 percent of the growth in the uninsured population.”
= Foreign-born people are 2.5 times more likely than the native-born to lack health
insurance, a gap that remains unchanged since 1993.%
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Figure 1: Nonelderly Uninsured by Race/Ethnicity, 2005

Source: Kalser Family Foundation, 2007
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The crisis of health insurance disproportionately hurts low-income families and
communities of color in no small part because health insurance in the United States
remains linked to employment. Higher-paying jobs tend to offer more comprehensive
health benefit packages, while lower-paying jobs — jobs disproportionately occupied by
people of color — tend to offer only limited health benefits, if offered at all, that are often
accompanied by high cost-sharing arrangements with emplovees. Moreover, as noted
above, racial and ethnic minorities are disproportionately dependent on public insurance
sources, such as Medicaid (see Figure 2). While Medicaid has been vital for expanding
access to health insurance, its limited benefit package and low reimbursement rates have
a dampening effect on health care access and quality among its beneficiaries.
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Figure 2: Health Insurance Coverage of the Nonelderily by

Race/Ethnicity, 2008
Source: Kaiser Family Foundalion, 2007
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The Distribution of Heaith Care Resources

These economic pressures can sustain a form of © mad;wi apartheid”—that is, separate
and unequal care for low-income and minority pahf}m\ ! For example, physicians who
serve predominantly racial and ethnic minority patients are less likely to possess board
certification, and have greater difficulties accessing high-quality specialists, diagnostic
imaging, and non-emergency admission of their % patients to the hospital than physicians
who serve predominantly non-minority patients.” A recent study over 300,000 patients
treated at 123 hospitals across the country found that minorities were disproportionately
likely to zuuve care in lower-quality hospitals, a problem that explained the largest share
of disparities.” The geographic mal-distribution of services likely contributes to the
problem. For exampie, a study of the availability of pain medication revealed that only
one in four pharmacies located in predominantly non-white neighborhoods carried
adequate supphe\ compared to 72% of phdmxauu in predominantly white
x}uohbnrhmﬁdx " MNearly one in five Latinas (18%) and one in ten African-American
women reported not seeking needed health care in the last year due to transportation
problems, compared to 5% of white women. * These problems are the by-product of
residential segregation and economic pressures that reward the concentration of services
in outer;ubux‘bs and wealthier communities, and create disincentives for practice in urban
centers.””

Regular Source of Health Care

Having a regular source of health care — a local physician, clinic, or health center that
patients can consider their “medical home” — is important, particularly for individuals
who face or are at risk for chronic illness. When patients are able see a health care
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provider consistently, they are better able to build trusting relationships, ask questions,
and give and receive information. Patients who lack a regular source of health care often
report miscommunication, misdiagnoses, and greater frustration about their ability to
receive needed care.”’ The uninsured and underinsured, many racial and ethnic
minorities, people who are not proficient in English, those who live in rural communities,
and those who have low incomes are more likely to report not having a regular source of
health care.”® Yet the regular-source-of-health-care gap among racial/ethnic and income
groups is growing:

= African Americans, Hispanics, and the poor and near poor (of all racial and ethnic
groups) are more likely than white non-poor groups to face barriers to having a
regular source of health care. These gaps have increased since 2000. Over 42
percent of Hispanic poor and 37 percent of Hispanic non-poor people lacked a
regular source of health care in 2001 and 2002, an increase of more than 30
percent and 18 percent, respectively, since 1995 and 1996.%

= During this same period, the percentage of poor and near-poor African Americans
and whites without a regular source of health care went largely unchanged. But
these groups were up to 75 percent more likely than non-poor African Americans
and whites to lack a regular source of health care in 2001 and 2002.%

* The percentage of Hispanics from all income groups who lacked a regular source
of health care increased between 1993 and 2002, despite a 15 percent decline over
the same period in the ranks of white poor individuals who lacked a regular
source of health care.”’

»  African American and Hispanic patients are nearly twice as likely as whites to
report having a “non-mainstream’ usual source of care (e.g., a hospital-based
provider, rather than a private pilysician.42

Language Barriers
More than 46 million people in the United States speak a language other than English.
Of those, more than 35 million speak English “well” or “very well,” but over 10 million
speak the language “not well” or “not at all.”* Individuals with limited English
proficiency are less likely than those with strong English language skills to have a regular
source of primary care or to receive preventive care. Moreover, they tend to be less
satisfied with the care they receive, are more likely to report overall problems with care,
and may be at increased risk of experiencing medical errors.** The quality of their health
care therefore depends on the ability of medical professionals to effectively
communicate. But many health care organizations do not provide adequate interpretation
services:
= Nearly half of Latinos who are primary speakers of Spanish report having
difficulty communicating with doctors or other health care providers because of
language barriers.”
= QOver one in five non-English speaking patients avoid seeking medical help
altogether because of language barriers.

The Clinical Encounter
Aspects of the clinical encounter — the interaction between patients, their providers, and
the health systems in which care is delivered — can play a powerful role in contributing to
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health care inequality. Patients and providers bring a range of expectations, preferences,
and biases to the clinical encounter that can be expressed both directly and indirectly.
For example, at least part of the disparity results from biases and stereotypes that health
care providers may carry about racial and ethnic minorities. Experimental studies
confirm that physicians can hold a host of negative beliefs about minority patients. They
are presumed to be more likely to abuse drugs or alcohol and to be less educated. They
aren’t expected to comply with physicians’ instructions, to want an active lifestyle or to
participate in rehabilitation if prescribed. Doctors are likely to consider white patients
more “pleasant” and “rational” than Black patients, and to prefer white patients as “the
kind of person I could see myself being friends with.” These kinds of stereotypes and
biases are often unconscious, the IOM reported, but nonetheless can influence
physicians’ decisions regarding when and what treatments to offer.”’

More recent research confirms that implicit biases (that is, unconscious biases that may
reflect racial socialization) influence medical professionals’ decision-making. For
example, Green and colleagues assessed the relationship between implicit biases (as
measured by a widely-accepted computer-based test of the speed with which individuals
make associations between people and concepts) and physicians’ decisions regarding the
use of thrombolysis (i.e., clot-busting medications) among hypothetical patients in the
midst of a heart attack. While physicians reported no explicit preference for white versus
black patients or differences in perceived cooperativeness, scores on implicit association
tests revealed a preference favoring white Americans and implicit stereotypes of black
Americans as less cooperative with medical procedures, and less cooperative generally.
More importantly, physicians’ level of pro-white implicit bias significantly predicted
their likelihood of treating white patients and not treating black patients with
thrombolysis. That is, physicians who harbored the highest level of implicit racial bias
were less likely to treat black heart attack patients with a potentially life-saving
treatment.

Many of the problems identified above can be addressed by improving the racial and
ethnic diversity of the health professional workforce.

Eliminating Health Care Inequality

Health care disparities are a complex problem rooted in systemic racial and ethnic
inequality and are embedded in multiple institutions. Their elimination will require a
long-term commitment and investment to address multiple problems, involving many
public and private stakeholders.

Table 1 presents a framework for policy steps that can be adopted by federal, state, and
local governments to improve access to and equalize the quality of health care for all,
with particular attention to the needs of communities of color. These include strategies
to:
1. Expand Access to Health Insurance. The most important step toward
eliminating racial and ethnic health care disparities is to achieve universal health
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insurance coverage. Benefits should be comprehensive, and should include
services that many communities of color need to access appropriate care, such as
interpretation services.

2. Improve Access to and the Diversity of Health Care Providers. Even if the
United States achieved universal health insurance coverage, because of residential
segregation and the dearth of health care providers and resources in communities
of color, special efforts must be made to ensure that health care resources are
better aligned with these communities’ needs.

3. Promote Equal High Health Care Access and Quality. As the studies noted
above demonstrate, health insurance coverage by itself is insufficient to ensure
that communities of color have access to and receive high quality health care.
Several policies offer mechanisms to elevate and promote equitable care for all.

4. Empower Patients and Communities. To ensure that health care meets their
needs, patients and communities should be empowered to participate in treatment
decisions and to inform policies regarding the distribution of health care resources
at the community level.

Table 1. Achieving Health Care Equity: A Policy Framework

Expand Access to | Improve Access to | Promote Equal High | Empower Patients and
Health Insurance Providers and Health Care Access | Communities

Services and Quality .
Strive for Universal | Increase Provider | Collect and Monitor Promote Patient Education
Insurance Coverage | Diversity Data on Disparities and Health Literacy
Promote Fair Sharing | Support Safety Net | Publicly Report Data | Promote the Use of Lay
of Costs Institutions Health Navigators
Promote Provide Incentives | Adopt Cultural and Promote Community-Based
Comprehensive to Providers for the | Linguistic Standards | Health Care Planning
Benefits Underserved
Target and Evaluate | Address Encourage Aftention | Strengthen Community
Outreach Efforts to | Geographic to Disparities in Benefits Obligations

Underserved

Imbalance of Health
Care Resources

Quality Improvement

Expand Access to Health Insurance

High rates of uninsurance and underinsurance among for people of color are the foremost
problems to solve to eliminate health care inequality. The United States is the last
modern, industrialized nation to adopt a universal health care program. Health insurance
coverage is primarily provided by employers, but as benefit costs rise employers are
declining to offer coverage or are purchasing plans that require greater employer cost
sharing. These economic pressures contribute to growing inequality in insurance
coverage. Health insurance coverage is increasingly unequal, disproportionately hurting
those who need health care the most—particularly racial and ethnic minorities, children,
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and lower-income women and their families. For example, less than half of low-wage
workers have employer-provided health insurance from their own employer or a family
member’s employer, and female low-wage workers are half as likely as male low-wage
workers to receive health insurance from their employer.*

Strive for Universal Insurance Coverage. Health care access inequality must be tackled
by state and federal efforts to develop a universally accessible, comprehensive, and
equitable healthcare system. The most cost-effective way to achieve this goal is by
pooling risk as broadly as possible in a common, comprehensive health insurance
system-—a national, single-payer health insurance plan. Such an approach allows patients
to choose their health care provider, and insures that the delivery of care remains in
public and private systems while allocating health care resources more fairly. For
example, by allowing employers and individuals to buy into a public health insurance
plan, policymakers can take significant steps toward improving health care efficiency and
lowering costs. Medicare is more efficient than private plans because of its low
administrative costs (about 2%, a figure seven times lower than most estimates of
administrative costs in private health plans). And because Medicare is a federal program,
subject to the Civil Rights Act of 1964, which prohibits discrimination on the basis of
race, ethnicity, language status, and other factors, it contains mechanisms of
accountability that can be expanded and enhanced to ensure that any instanees of
discriminatory health care are thoroughly investigated and prosecuted.

Promote Fair Sharing of Costs. Many health care expansion proposals weigh new cost-
sharing arrangements that are intended to make costs more transparent and promote cost-
conscious consumer behavior. But several studies demonstrate that low-income
communities are less likely to access health care as out-of-pocket costs rise.’® Equitable
cost-sharing takes into account and attempts to minimize the disproportionate impact that
cost-sharing arrangements can have on health care access and utilization among currently
underserved groups. These include public subsidies for those with low incomes to
purchase health insurance, sliding fee scales for premiums, co-payments, and out-of-
pocket costs, and efforts to study and respond to potential unintended effects of cost-
sharing on utilization.

Promote Comprehensive Benefits. As noted above, many in communities of color require
services such professional interpretation and translation. In addition, because these
communities are less likely to access other needed services, such as dental and mental
health services, comprehensive benefit packages should cover these services. Equalizing
access to the same kinds of health care products and services regardless of insurance
source will also help to reduce “fragmentation” of the health insurance market. A
potentially significant source of racial and ethnic health care disparities among insured
populations lies in the fact that minorities are likely to be disproportionately enrolled in
“lower-tier” health insurance plans. Such plans tend to limit services, offer fewer
covered benefits, and have relative small provider networks. These limits can harm
access to quality care.”’ Given that several states are examining strategies to expand
health insurance coverage, it is important that these coverage expansion proposals to
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improve access to the same health care products and services, regardless of coverage
source.

Target and Evaluate Outreach Efforts to the Underserved. Racial and ethnic minorities
and immigrants are underrepresented, relative to eligibility rates, in public health
insurance programs. States that have achieved greater success in increasing minority
participation in public programs have developed and sustained aggressive outreach
programs and have taken steps to improve and streamline enrollment, with particular
attention to the needs of cultural and language-minority groups. Moreover, because state
health insurance expansions may not reach communities of color equally, states should
consistently evaluating outreach to and enrollment of underserved groups in public health
insurance programs. Measurement of public insurance take-up rates in low-income
communities and communities of color is an important step to ensure that health care
expansion efforts reach underserved groups. States that regularly conduct such
evaluations can be expected to see improved coverage rates among eligible populations.

Improve Access to Health Care Providers and Services

Universal health insurance coverage is an important step toward improving the
geographic distribution of health care providers and resources, but federal, state and local
governments must take steps to improve underserved patients’ access to providers.
Several jurisdictions have adopted strategies that improve community-level access to
providers and services with particular attention to the needs of communities of color.

Improve Provider Diversity. State and federal governments must also take steps to
strengthen the health professions’ ability to serve the nation’s increasingly diverse
population. By the middle of this century, nearly half of all who live in the United States
will be members of racial or ethnic minority groups, and four states ~ California, Hawaii,
New Mexico, and Texas — are already “majority minority.” Racial and ethnic minority
patients are more likely than majority-group patients to experience cultural and linguistic
barriers when attempting to get the health care they need, and often express greater
satisfaction when they receive care from a provider of the same background.> In
addition, several studies demonstrate that racial and ethnic minority health care providers
are more likely to express interest in and work in medically underserved communities.
To help health care systems to address the needs of an increasingly diverse patient
population, state and federal governments should take steps to increase the racial and
ethnic diversity of health care providers by reducing or eliminating financial barriers to
health professions education for low-income students, strengthening magnet science
programs in urban high schools, and, consistent with the U.S. Supreme Court’s ruling in
the 2004 Gutter v. Bollinger decision, supporting the consideration of applicants’ race or
ethnicity as one of many relevant factors in higher education admissions decisions.

Support Safety Net Institutions. People of color and low-income individuals are more
likely to access health care in safety net institutions, such as public hospitals and
community health centers. In many cases, these institutions face financial vulnerability
because of low Medicaid reimbursement rates and/or the costs of providing
uncompensated care to uninsured individuals. These institutions may fare better in states
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where near-universal health insurance coverage proposals are enacted and where health
insurance expansions are realized, but they will likely to continue to face financial
vulnerability until truly universal coverage is achieved. States vary widely, however, in
their support for safety net institutions. California, for example, has assumed much of the
cost of hospital indigent care, Maryland and Massachusetts have established statewide
uncompensated care funds, but many other states fail to assist institutions that serve low-
income and uninsured populations.

Provide Incentives to Providers for the Underserved. Creating and/or enhancing
incentives — such as education loan repayment or debt forgiveness — to encourage health
care professionals to establish practices in underserved communities can be an important
strategy to balance the distribution of health care providers, particularly primary care
providers. Low-income and minority communities often have the most pressing need for
health care services, but they are served by a dwindling number of providers and
institutions that lack resources to expand and improve services. State and federal
governments have attempted to address this imbalance by providing incentives, such as
funds for graduate medical education programs that focus on underserved populations,
tuition reimbursement and loan forgiveness programs that require service in health
professional shortage areas.”

Address Geographic Imbalance of Health Care Resources. State and local governments
are increasingly returning to Certificate of Need (CoN) assessments as a tool to reduce
geographic disparities and reduce the “fragmentation” of the health insurance market.
Historically, the purpose of the CoN process has been to control health care costs and
ensure that capital and technology investments in the health care industry reflect
community needs. In most states that employ CoN, the process has required hospitals or
other health care institutions that seek to establish or expand services to submit proposals
so that state boards can evaluate projects to eliminate unnecessary duplication of services
and ensure that investments strategically address health care needs. But the process has
met significant resistance and criticism for its failure as a cost-containment measure. The
CoN process, however, has great potential to encourage a better distribution of health
care resources, reflect community and statewide need. States should re-evaluate, and in
some cases reinvigorate CoN through new policies that ensure accountability for the use
of public funds.”

Promote Equal High Health Care Access and Quality

As the studies noted above demonstrate, universal health insurance coverage by itself is
insufficient to ensure that communities of color have access to and receive high quality
health care. Federal, state and local governments are increasingly examining
mechanisms to promote “equality of health care quality.” These strategies have the
potential to improve the accountability of health care systems to patients and employers,
and reduce health care costs and improve quality for all patients by encouraging greater
use of evidence-based guidelines and by rewarding the provision of cost-effective
primary care.
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Collect and Monitor Data on Disparities. State and federal contracts and policies are
increasingly requiring all public and private health systems to collect data on patients’
race, ethnicity, gender, primary language, and educational level, and to monitor for
inequality in access to needed services and in the quality of care received. Currently,
federal and state data collection efforts with regard to health care disparities are uneven.
Some states require recipients of state funding (e.g., Medicaid managed care
organizations) to collect and report health care access and quality data by patient
demographic factors, but many others fail to utilize their leverage as regulators, payers,
and plan purchasers to encourage all health systems to collect and report data using
consistent standards. And given that federal and some states non-discrimination laws
apply to health care settings and require diligence to enforce, federal and state
requirements to collect and report standardized data are an important benchmark for
efforts to reduce health care inequality.

Publicly Report Data. Publicly reporting health care access and quality disparities at the
institutional (e.g., hospital or health clinic) level is important to ensure that the public and
policymakers are aware of when and where health care inequality occurs. Once state and
federal governments have obtained health care access and quality data by patient
demographic data, this information should be publicly reported at the smallest possible
level (e.g., hospitals and health centers), to promote greater public accountability, to
allow consumers to make more informed decisions about where to seck care, and to assist
efforts to monitor disparities and take appropriate action to investigate potential
violations of law.

Adopt Cultural and Linguistic Standards. To ensure truly accessible health care, health
care systems must also be responsive to patients’ cultural and linguistic needs. State and
federal policies can expand access for disparity populations by promoting cultural and
linguistic competence in health care settings, and diversity among health care
professionals. The federal Cultural and Linguistic Access Standards (CLAS) identify
over a dozen benchmarks that have been widely accepted and increasingly adopted by
health systems and providers. And despite the fact that federally-funded health care
organizations are mandated to meet four of the standards, few states have taken steps to
encourage more widespread adoption of the guidelines and recommended standards.
Such programs improve the cultural competence of health systems and increase the
likelihood that patients of color will access and be satisfied with the health care they
receive. In addition, some jurisdictions are requiring cultural competency training for all
health care professionals as a condition of licensure. As of 2005, for example, New
Jersey required that all physicians practicing in the state must attain minimal cultural
competency training as a condition of licensure.

Encourage Attention to Disparities in Quality Improvement. State and local jurisdictions
are also increasingly extending financial incentives to health systems that adhere to
evidence-based clinical guidelines as a means of promoting the highest standards of
health care for all patients. Health care quality improvement efforts, such as pay-for-
performance or performance measurement, are gaining increasing attention. But they can
unintentionally deepen health care access and quality gaps. Because underserved
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communities are typically sicker and face greater barriers to treatment compliance,
performance measurement can inadvertently dampen provider enthusiasm for treating
low-income communities or communities of color. Quality improvement efforts should
take into account the challenges and needs of underserved communities and reward
efforts that reduce disparities and improve patient outcomes relative to baseline measures.
Some quality improvement measures adjust for patient case mix or emphasize disparities
reduction efforts, to avoid unfairly penalizing providers while holding them and health
systems accountable for improvements in health outcomes.

Empower Patients and Communities

Too often in American health care, patients are expected to make sound health care
decisions and advocate for their needs absent the knowledge and power necessary to do
s0. Such an approach can be particularly problematic for communities of color, who face
lower levels of health literacy and who often — because of historical and cultural reasons
~ feel less empowered to aggressively advocate for their health care needs than more
socially and educationally advantaged groups. Moreover, governments have the power to
lessen the impact of a market-driven health care industry has tended to overlook the
needs of low-income communities and communities of color in favor of wealthier
communities that promise lower financial risks and greater financial reward. State and
federal governments should give all communities the power to make recommendations
and weigh in on decisions regarding health care policies that affect them.

Promote Patient Education and Health Literacy. Several jurisdictions are developing
and assessing the efficacy of patient education programs, such as health literacy and
navigation programs, and are replicating effective strategies. Patient education programs
commonly seek to help patients understand how to best access health care services and
participate fully in treatment plans. Successful programs are well-researched and are
tailored to the need of underserved communities. Such efforts to empower patients can
help reduce health care disparities by providing patients with skills to effectively navigate
health care systems and ensure that their needs and preferences are met. Patient
education programs are most effective when designed in partnership with target
populations and when language, culture, and other concems faced by communities of
color are fully addressed.

Promote the Use of Lay Health Navigators. Health departments can support the training
of and reimbursement for community health workers, sometimes also known as “lay
health navigators™ or promotores, who can serve as a liaison between health care
institutions and their patients. Community health workers are trained members of
medically underserved communities who work to improve community health outcomes.
Several community health workers models train individuals to teach disease prevention,
conduct simple assessments of health problems, and help their neighbors access
appropriate health and human resources. In health care contexts, they serve as a liaison
between patients and health systems. Community health worker models are rapidly
spreading, as research and practice indicates that such services can improve patients’
ability to access care and understand how to manage illness. State and federal
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governments can stimulate these programs by providing grants, seed funding, or other
resources to help stimulate their promulgation.

Promote Comimunity-Based Health Care Planning. States can promote and/or (in most
cases) reinvigorate community health planning, in which members of the community
identify their needs and assist policymakers in planning, implementing, and evaluating
the effectiveness of public health care systems. Community health planning has a long
history, but its promise as a tool to reduce health care disparities has yet to be fully
realized. Community health planning seeks to strengthen communities to play a greater
role in their own health, actively involving residents in the planning, evaluation, and
implementation of health activities in their communities. The 1974 National Health
Planning Law sought to create and support a network of community Health Services
Agencies (HSAs), but a lack of funding and effective mechanisms for community input
to shape health policy has led to a decline of HSA power and influence. Some states,
such as New York, are examining strategies to reinvigorate HSAs and to include
disparities reduction efforts as part of the mission of these planning agencies.

Strengthen Community Benefits Obligations. Non-profit and tax-exempt health care
institutions attain their special status as a result of contributions they make to the broader
public good. By far, most tax-exempt institutions allocate their charitable resources to
the costs of care (particularly emergency room services) for the uninsured. But
policymakers are increasingly seeking a more in-depth understanding of the potential
charitable contributions of non-profit hospitals and health systems. These can include
comprehensive approaches such as strategies to encourage healthy behaviors and improve
social and physical conditions in communities. If successful, these efforts meet both the
community’s and the hospital’s goals of improving health status and reducing the demand
for high cost emergency room and inpatient care. Such strategies centralize the
importance of improving community health, empower community members to voice
concerns, and increase non-profits’ public accountability for their tax-exempt status,”®

Social and Community-Level Influences on Health Disparities

The policy strategies outlined above are directed at improving the ability of health care
systems to respond to the needs of communities of color. As discussed, however,
improving the health status of many racial and ethnic minority groups will require policy
strategies focused outside of the health care arena. These include efforts to improve
housing and community living conditions, improve food resources and nutrition options,
improve conditions for exercise and recreation, and ultimately, to reduce economic and
educational gaps. These social and community-level strategies — along with examples of
state and local efforts to implement them — are discussed in Text Box 2.
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Text Box 2 - Addressing Social and Community-Level Determinants of Health

Social and economic inequality among racial and ethnic groups and other marginalized populations
is the most significant underlying factor behind most health status inequality. Racial and ethnic
discrimination and segregation perpetuate and deepen these gaps. Health care, therefore, cannot
gliminate health status gaps between population groups. Federal efforts should look to a broad
range of social and economic policy when crafting strategies to improve and equalize health status
for all, and state health agencies should play a leadership role in coordinating these efforts. And
states can play a large role in providing incentives for effort to improve health conditions in a
community and more effectively punish acts that weaken community health conditions. These
include efforts to:
= Improve the coordination of relevant state and federal agencies that should address
determinants of health inequality (e.g., in education, housing, employment, criminal
justice). Governments that seek to reduce racial and ethnic social and economic gaps
are inherently engaging in health equity work. Almost all aspects of federal, state, and
focal policy in education, transportation, housing, commerce, and criminal justice
influence the health of residents, and can have a disproportionate impact on
marginalized communities. Governments that have taken steps to coordinate the work
of agencies that impact health disparities are likely to reduce duplication of effort,
increase efficiency, and more effectively address health outcome disparities.
» Create incentivas for better food resources and options in underserved communities
(e.g., grocery chains, “farmers’ markets”). Several local jurisdictions have established
public-private parinerships to bring supermarkets to underserved areas. For example,
the city of Rochester, New York, which experienced an 80 percent decline in grocery
stores in the 1970s and 1980s, used public resources (the Federal Enterprise
Community Zone program, the Community Development Block Grant program, and
other sources) to attract a major supermarket chain to open stores in the city.! More
recently, Pennsylvania awarded a $500,000 grant to help establish a supermarket in
the Yorktown section of Philadelphia, part of a broader initiative to support the
development of supermarkets and other food retailers in urban and rural communities
that lack adequate access to supermarkets.! State and federal governments can make
similar investments.
= Develop community-leve! interventions for health behavior promotion (e.g., smoking
cessation, exercise). Federal and state programs to promote healthy behaviors are
increasingly recognizing the need to target community-leve! risk factors and strengths
that affect individual health behavior. Such programs are often vital for low-income
communities and communities of color, which have fewer community resources for
exercise {e.g., safe public parks and recreation centers), effective nutrition, and
reduction of individual health risks (e.g., low-income urban communities have more
public advertisement of tobacco products and greater availability of alcohof). State and
federal agencies can exert legal and regulatory authority to reduce community-level
health risk and promote healthy behavior.
= Address environmental racism (e.g., by aggressive monitoring and enforcement of
environmental degradation laws). Racial and ethnic minority communities are
disproportionately hurt by the presence of toxic waste dumps, and industrial and
occupational hazards. Through legal and regulatory strategies, state and federal
agencies can reduce environmental heafth risks and monitor whether and how
communities are affected by governmental or commercial activity.
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Conclusion

Health care access and quality is more often compromised for racial and ethnic minorities
than for whites, for those who don’t speak English well relative to those who are English-
proficient, and for immigrants relative to U.S. natives. These disparities have a long
history in the United States and are both a symptom of broader structural inequality and a
mechanism by which disadvantage persists. Moreover, they carry a significant human
and economic toll; the Institute of Medicine estimates that 18,000 people die prematurely
each year because they lack health insurance, and that the annual cost to the nation of the
poorer health and shortened life spans attributable to uninsurance is between $65 and
$130 billion.”” Because people of color are disproportionately among the uninsured,
these numbers carry a greater burden in minority communities.

Encouragingly, policymakers are increasingly focused on eliminating these disparities. A
range of policy strategies are available to federal, state, and local governments, but it is
important to recognize that no single policy — such as expanding access to health
insurance — will fully address health care inequality. Health care disparities are complex
and are rooted in many causal factors that span across a range of levels — including
institutional, governmental, and individual levels. It is therefore important to identify,
implement, and evaluate multi-level strategies addressing health care financing, systems,
and workforce development. Such strategies should operate together to improve health
care access and quality for vulnerable populations. The strategies identified here are only
a first step toward creating a more equitable health care system for all.
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Mr. PALLONE. Thank you, Dr. Smedley.
Dr. Kitchell.

STATEMENT OF MICHAEL JOHN KITCHELL

Dr. KitcHELL. Thank you, Chairman Pallone, Ranking Member
Deal and Congressman Braley for inviting me. I practice neurology
in a 167-member physician-owned multi-specialty clinic in central
Iowa. We have offices in 21 different sites in rural Iowa and we
have about 1 million patient visits per year.

Maintaining access in rural America is difficult because of physi-
cian shortages, long distances to travel and fewer services that are
available. You will hear other speakers today that will talk about
the shortage of physicians in certain specialties, for example, inter-
nal medicine. In Iowa, we actually have 3.7 times fewer internal
medicine physicians as the State of Massachusetts, and you aren’t
aware, Massachusetts has recently declared a critical shortage of
12 different specialties including internal medicine. So if those
shortages in Massachusetts are critical when we have 3.7 times
fewer internists, I would say we are just about comatose.

The medical economic survey has actually shown that rural phy-
sicians practice expenses are higher in their survey. They are high-
er than inner city, suburban and urban physicians. The main rea-
sons for practice expenses being higher in rural areas is the num-
ber of patients that we see. When you have half as many physi-
cians in rural areas, you have to see a few more patients.

Rural physicians are paid less by Medicare for our work despite
the fact that we work longer hours. Medicare pays rural physicians
less for practice expenses despite the fact that Medicare has never
done a survey of the actual practice expense differences for physi-
cians in rural areas. This has been going on for 17 years. Medicare
pays us less for e-prescribing. You know, I looked for a geographic
discount on electronic prescribing equipment and I couldn’t find
any geographic discounts. I looked for geographic discounts on of-
fice equipment, computers and yes, even electronic medical records
and, you know, I couldn’t find a geographic discount on electronic
medical records.

Medicare also pays us less for quality, and Congressman Braley
has been kind enough to sponsor a bill to eliminate the devaluation
of quality. Medicare pays quality for physicians at a lower rate in
rural areas. I think that that devaluation of quality is the ultimate
insult to rural physicians. Some rural Medicare fees are as low as
one-third of what our private insurance payers are paying us. Some
health care services are delivered at a loss in rural areas because
Medicare pays so little. If Medicare expanded or if Medicare would
cut their payments, obviously there will be more losses, more losses
of dollars, more losses of service. You can’t make up on volume
when the cost of the service is greater than what you are paid.

Congressman Braley, Senator Grassley and Senator Harkin have
all sponsored legislation to eliminate or at least reduce these geo-
graphic penalties. President Obama in October also has come out
in support of geographic equity. I hope that you will also come out
in support of geographic equity.

A lot of what is wrong in health care though is due to the physi-
cian payment system. This physician payment system is called the
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resource-based relative value unit system, that is, our payment sys-
tem pays for resource use. It should be no surprise then when we
pay for resource use that we have the most expensive health care
system in the world. When we pay for more expenses rather than
pay for the most effective care, we are going to get more expensive
care and we won’t get as much cost-effective care.

We need to pay for value, not geography. We need to pay for
things that matter to the patient. We need to pay for the right
tests and treatment, not just more tests and treatment. Iowa is a
good example of a high value in health care. It shows that high-
quality health care doesn’t have to be so expensive. The Common-
wealth Fund has rated Iowa’s health care system as number one
in children’s care and number two for care of adults. The Agency
for Health Care Research on Quality, Dartmouth and other re-
searchers have consistently shown that Iowa and Midwestern
States take the lead in quality and cost-effective care. I testified 6
years ago at the Senate Finance Committee on the national health
policy forum and I urged that Medicare pay for value, not volume.
I urged that Medicare pay for quality, not quantity. Unfortunately,
over the last 6 years there hasn’t been much progress made in pay-
ing for value or paying physicians for quality. The Medicare pay-
ment system for quality is called Physician Quality Reporting Ini-
tiative, or PQRI. PQRI is definitely a failure. Only 8 percent of the
Nation’s physicians succeeded with this program. PQRI does not re-
ward quality. It simply rewards reporting. The lowest quality phy-
sician in this country could report correctly on three quality meas-
ures that they never did any of those measures and they would get
the bonus.

Mr. PALLONE. Doctor, I hate to interrupt but you are a minute
over, so if you could wrap up?

Dr. KiTCHELL. Medicare’s Hospital Quality Rewards program is
a success because it measures larger groups and systems. So what
should Medicare do to reward quality and value for physicians? An-
other lesson that can be learned from Iowa is about coordinated
care, teamwork and accountability. Quality measures should be
based on teams, groups and systems. We need to encourage all
physicians to be part of the system. Middlesex County, Connecticut,
is a good example of independent physicians getting together, im-
proving quality, improving value and being accountable. We need
changes in the payment system for geographic equity to reduce cost
and increase quality of value.

Thank you, Mr. Chairman.

[The prepared statement of Dr. Kitchell follows:]
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Statement for the Record

Dr. Michael Kitchell, McFarland Clinic, Ames, Iowa
Hearing before the House Energy and Commerce Subcommittee on Health
March 24, 2009

Rural Health Care: Challenges and Lessons

Rural health care has both unique challenges as well as lessons that can assist in
reforming government health care policies.

Thank you for inviting me to speak with you. I am President-elect of the Jowa Medical
Society and a practicing neurologist at McFarland Clinic, a multi-specialty group in rural
fowa. We are physician-owned and an organized, integrated group of 167 physicians in
33 specialties. We have 21 office sites in central Iowa, with about one million patient
visits per year. We have physicians on staff in eight hospitals throughout Iowa.

Rural Health Care

The health of many rural citizens is fragile, and rural access is even more fragile due to a
number of issues that threaten our health care system.

Rural Americans are generally older and poorer than other areas of the country.
Compared to urban areas, more rural citizens report fair or poor health. Almost one half
of rural adults suffer from chronic diseases.

There are higher percentages of Medicare and Medicaid patients in rural areas. Medicare
and Medicaid reimbursement of rural physicians is generally much lower than private
insurance, resulting in severe stress on physician practices.

Problems with Access

Access to health care is a problem in rural areas largely due to physician shortages. Rural
citizens make up over 20% of the nation’s population, but only 9% of our nation’s
physicians reside in rural areas. With less than half the number of physicians per
population, rural physicians are under far greater stress. Surveys by Medical Economics
have shown rural physicians see up to 30% more patients per physician, and their hours
of work are longer. The same survey showed rural physicians’ practice expenses are
$250,000/yr. per physician compared to $180,000/yr. for inner city physicians and
$210,000/yr. for urban physicians. So the data show that rural physician practice
expenses are significantly greater, though Medicare reimburses us less.

Another complexity for physicians in rural America is the on-call effort. With half the
number of physicians per capita, the days on call are more frequent. Lower
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reimbursement and greater call burden makes physician recruitment nearly impossible, as
physician recruitment is national in scope. For the last four years I've been on call every
third night, and some of our physicians are on call every night or every other night.

At McFarland Clinic over the last ten years there has never been a time that we had fewer
than 25 openings for physicians. Many times it has taken 4-6 years before we could fill a
physician opening. Recruiting of physicians for rural areas will continue to get worse
unless the payment system changes.

Physician shortages in rural areas are largely caused by Medicare payment policies that
geographically penalize rural physicians. Geographic penalties (called the Geographic
Practice Cost Index or GPCIs) continue to reduce access to physicians in rural areas and
create extreme variations in utilization across the nation. Congressman Braley, Senator
Grassley, and Senator Harkin have all sponsored legislation to reduce these geographic
penalties, and President Obama has expressed his support for geographic equity.

Geographic Equity

Geographic equity has been a major concern of rural physicians for many years. These
geographic penalties (GPCIs) reduce fees for physicians because of where they live.

GPCls reduce Medicare fees rural physicians are paid in three ways. One is by reducing
the “work effort” portion of the fee. The work effort payment in rural areas is less than in
urban areas. Only by enacting a 1.0 floor for the work GPCI in 2003 was this geographic
penalty reduced, but there is still a differential of 8%.

Another GPCI adjustment is for physician office rent, which Medicare measures by
proxy, using HUD data on local apartment rentals. CMS has used a proxy that bears little
resemblance to the amount physicians actually spend on office rent. CMS has incorrectly
given it far more weight than empirical evidence proves should be assigned, resulting in
severe penalty to physicians in sparsely-populated states.

The Challenges

Rural physicians have not only had their work and practice expenses geographically
adjusted by Medicare, our quality and e-prescribing payments have also been
geographically devalued. Our quality payments are 30-34% less than the highest areas
of the country. E-prescribing payments are also geographically adjusted, despite
identical costs for rural areas.

With the geographic devaluation of payments, rural physicians are left with little capital
to invest in innovation and technology. For example, imaging equipment costs are the
same throughout the country, yet the Medicare payment for the technical component of
these procedures is almost half as much as in some urban areas. Medicare payment for
certain services is actually lower in some areas than the cost of those services, and if
further cuts occur, some services will be discontinued.
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The challenge in rural America is to find ways to maintain and improve health care
access despite shortages of physicians and services.

I hope Congress will agree with President Obama: there should be geographic equity.
SGR Formula Cuts

The Sustainable Growth Rate (SGR) formula has threatened nationwide cuts for
physician Medicare payment for many years, and a 20-21% SGR cut in Medicare fee
payments is a huge threat for access to care in rural areas. Many rural physicians would
be forced out of business by cuts of that magnitude.

Medicare fee payment rates for some specialty physicians are currently1/3 of what
private insurance fees are paying for the same service. In lowa private insurance
companies are paying 40% to 300% (depending on the service and insurance company)
more than Medicare for the same service. Clearly, cutting Medicare payments or
expanding Medicare without increasing payment is a potential disaster in rural areas.

Quality and Value: The Lessons

Despite the long history of payment disparities, many rural areas of America have had
high quality, cost-effective care. The Commonwealth Fund has rated the Iowa health care
system as the highest in health care for children and second highest for adults. lowa
hospitals and physicians have been leaders in high quality care and cost-effective care.
With our very efficient and high quality healthcare providers, we have the highest value.
Unfortunately there have been problems with Medicare’s program to reward physician
quality and value.

If there are cuts in Medicare reimbursement for the efficient and cost effective areas
unfortunately there could be a decline in services, access, and quality.

Qur country needs a new payment system that is based not on use of resources or
volume/intensity of services, but on payment for the value of the care delivered. The
reformed payment system should hold physicians accountable for their quality and their
cost-effective care.

The American Medical Association (AMA) has sponsored the Physician Consortium for
Performance Improvement (PCPI or the Consortium), and the Consortium has taken the
lead in developing measures to help improve quality in health care. To improve quality
one must be able to measure it, and the AMA’s Consortium has developed over 250 new
quality improvement measures for physicians. The Consortium will continue to develop
more measures that are helping to facilitate improvement as well as to measure and
reward quality improvement.

Dartmouth research on variation in Medicare spending and quality of care has shown that
there is a relationship between high quality and more efficient, cost-effective care.
Unfortunately our current physician payment system rewards more tests and treatment
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rather than the right tests and treatment. Physicians should be rewarded for keeping their
patients healthy and out of the hospital. With the current payment system physicians who
do a better job actually get paid less.

Paying for Quality

The Medicare program called Physician Quality Reporting Initiative (PQRI) is a failed
attempt to reward physician quality, as only 16% of our nation’s physicians participated,
and only 8% of the nation's physicians succeeded with PQRI. Some physician leaders
have labeled the PQRI program a “disaster”. PQRI has had many problems including
poor feedback and methodological problems. Many high quality physicians who
participated in PQRI failed to earn the bonus not because they were low quality but
because the reporting was too complex and contorted. PQRI doesn't actually reward
quality, it only rewards reporting. Even the lowest quality physician could report to PQRI
that they never did any quality improvement, and they would be rewarded by this failed
program.

In contrast to PQRI, the Medicare quality rewards program for hospitals has been
successful in promoting better quality and team work in care process improvement.
Though PQRI has been a failure so far, I am in complete support of programs by
Medicare to promote and reward physician quality.

A better way to reward physician quality would be to measure and reward teams, groups
and systems. Individual physician measures are typically inaccurate because of
attribution problems, and patients often see multiple physicians.

The Iowa Medical Society has collaborated with the Iowa Hospital Association since
2006 in the Iowa Healthcare Collaborative to continually measure, report, and improve
the quality of all health care providers in Iowa. This collaborative and team effort is a
great example for our nation of how to improve quality in health care.

Iowa has also had a tradition of primary care physicians taking responsibility for the
coordination of comprehensive and continual care for their patients in a medical home
type of model. The concept of a medical home “team based care” for patients is
something lowa’s primary care physicians understand and hope will become recognized
and rewarded because it is of value to the patient.

Quality Work is Team Work

Quality and patient safety initiatives have all used team, group, or system-based care. The
emphasis in quality improvement is in team work, not individual physician or
fragmented care.

Our health care system should do much more to promote and reward quality for all
physicians and all quality measures in a group or system. Instead of picking out “bad
apples” or “superstars” like the individually based PQRI reporting measures, we should
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promote team and system improvements, raising the quality of care for the entire group
or system, and benefiting more patients.

The current payment system needs reform. It does not reflect the expenses and work
effort of rural physicians nor does it promote value. Changes are needed to bring about
geographic equity, reduce costs, and improve the quality and value of our health care
system. We hope our nation can learn about the value of teamwork and accountability
from the high quality, highly efficient Iowa health care system.

Michael Kitchell, M.D. Box 3014 McFarland Clinic, Ames fowa
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Mr. PALLONE. Thank you.
Dr. Sitorius.

STATEMENT OF MICHAEL A. SITORIUS

Dr. Sttorius. I would like to thank you, Mr. Chairman, for con-
ducting this subcommittee hearing on the accessibility of health
care.

I am here to share information about the Bellevue Medical Cen-
ter, which is currently under construction in Bellevue, Nebraska,
a suburb of Omaha. The Bellevue Medical Center is an entirely dif-
ferent entity than anything we have seen across the country. It is
going to be a full-service community hospital providing a wide
array of services including emergency services 24 hours to one of
the largest communities in the United States without an acute care
hospital. It is majority owned by the largest public hospital system
in the State. It is expected to open in April of 2010. This medical
center illustrates how hospitals, doctors and communities come to-
gether to enhance the access of health care to populations in need.
I believe the Bellevue Medical Center represents the best in Amer-
ican health care. When we open our doors next spring, we will be
an example of a public hospital system, a group of committed and
talented physicians, a supportive city government and a thriving
and responsive business community that came together to make
health care accessible to an underserved population.

Bellevue is the third largest city in Nebraska, it has about
45,000 residents, and it is home to Offutt Air Force Base and the
United States Strategic Command. Approximately 10,000 active-
duty military personnel, 20,000 dependents and 11,000 military re-
tirees live in the Bellevue area, a very important asset to the Belle-
vue community. It may come as a surprise that Bellevue has not
currently or has ever had a community hospital or emergency room
in the city. The Offutt Air Force military hospital, Ehrling
Bergguist, closed in 2005 as part of the Base Closure Realignment
Commission. Though clinics remain at the Ehrling Bergguist Hos-
pital, the remaining same-day surgery and evening urgent care
clinics will be closing in the fall of 2009. As a family physician, I
can see firsthand the need for a hospital in Bellevue. There are ap-
proximately 180,000 people in eastern Nebraska and western Iowa
who would benefit from the hospital, and will, in 2010.

Currently, all the rescue squads in the Bellevue community leave
that community for access to emergency care. Low-income individ-
uals benefit from this full-service hospital as well. The UNMC Phy-
sician Group currently has a clinic in the Bellevue area which
serves a significant low-income and Hispanic population which live
in the near south Omaha area. This hospital will provide access to
care that is currently not available to that population.

Furthermore, I have a unique vantage point on the medical
needs in this area. As chair of the Department of Family Medicine,
we have had an affiliated family medicine residency training pro-
gram with the Air Force since 1992. Unfortunately, with the clo-
sure of that base hospital in 2005, it has made difficult some of the
training opportunities for one-fifth of the Air Force family medicine
residents in their training programs. It is then important that we
combine that military training need with the needs of the popu-
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lation to come up with the idea for the Bellevue Medical Center.
The center is a creative solution to address the health care needs
of the community of which it is serving. The Bellevue Medical Cen-
ter is aligned with an academic medical center, the University of
Nebraska Medical Center and the Nebraska Medical Center. Fac-
ulty physicians and community physicians meet community needs.
When it opens in April of 2010, it will be a full-service hospital de-
livering adult care, pediatric care, labor and delivery, emergency
care, inpatient and outpatient surgery and intensive care. This rep-
resents a collaborative model involving public, academic community
physicians and community leaders. The Bellevue Medical Center
will hold strongly to the values of the existing Nebraska Medical
Center for its excellence, innovation and quality patient care. In
addition, it will serve as an educational mission for the medical
center. It will train 20 percent of the Air Force complement of fam-
ily practice resident physicians and will allow training in two dif-
ferent locations, the tertiary care academic medical center and the
community-based Bellevue Medical Center in 2010.

And in this time of economic downturn, this project also has cre-
ated jobs. In addition to the hundreds of construction jobs already
create&l, the Bellevue Medical Center will employee 600 FTEs when
opened.

The Bellevue Medical Center has strong community support. In
fact, the community is extremely engaged and led the effort to
make this Bellevue Medical Center a reality. I believe the Bellevue
Medical Center can serve as a health care model for other commu-
nities. The Nation’s health care system needs to encourage innova-
tion through partnerships, in our case, an academic medical center
partnered with faculty physicians, community physicians and the
community. I would encourage other academic medical centers to
consider to replicate what the Nebraska Medical Center has done
in the Bellevue community. Moreover, the Bellevue Medical Center
is also a model as it relates to care of our military service mem-
bers, their families and military retirees. It is our position that our
military service members, their families and retirees deserve the
best quality health care possible from a nearby community hos-
pital. The Bellevue Medical Center will be able to provide that
care. This center will also care for all of the benefits provided
under the Tri-Care program. The Bellevue Medical Center will ac-
cept and look forward to working with the Tri-Care patients.

In conclusion, as Congress begins to tackle health care reform,
access to health care must be a significant part of any solution. I
am proud to say that the Bellevue Medical Center stands ready to
be part of that solution to expanding access to health care. We are
excited that your subcommittee has asked us to share our story
with you this morning.

Thank you for your attention and interest and I would be happy
to answer questions when we get to that point.

[The prepared statement of Dr. Sitorius follows:]
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My name is Dr. Michael A. Sitorius. I am the Waldbaum Professor of Family Practice
and Chair of the Department of Family Medicine at the University of Nebraska Medical Center
(UNMC). I am testifying today as a representative of the Bellevue Medical Center and not as a
representative of UNMC. :

1 would like to thank you, Mr. Chairman, for conducting this Subcommittee hearing on
the accessibility to health care. I appreciate the opportunity to testify. I am here today to share
information about the Bellevue Medical Center, which is currently under construction in
Bellevue, Nebraska, a suburb of Omaha. The Bellevue Medical Center is an entirely different
animal than anything we have seen across the country. It will be a full-service, community
hospital, providing a wide array of services, including a full blown emergency room, to a very
large segment of one of the largest -- if not the largest -- communities in the United States
without an acute care hospital nearby. The Bellevue Medical Center, which is majority owned
by the largest public hospital system in the State, is expected to open to patients in April of next
year (2010).

The Bellevue Medical Center illustrates how hospitals and doctors can work together to
enhance the access to health care for a population in need. In many ways, I believe the Bellevue
Medical Center represents the best in American health- care. When we open our doors next
spring, we will be a shining example of how a public hospital system; a group of committed and
talented physicians; a supportive city government; and a thriving and responsive business
community can come together to make critical care accessible again to a large and underserved
population.

In my remarks on expanding the access to health care, I will focus on the following subjects:

Background on the city of Bellevue, Nebraska

The need for a community hospital in Bellevue

Description of the Bellevue Medical Center

and the Bellevue Medical Center as a model for other hospitals.

Background on the Bellevue, Nebraska.

As way of background, Bellevue is the third largest city in the great state of Nebraska.
According to the 2000 census, it has a population of more than 44,300 residents and is part of the
Omaha-Council Bluffs metropolitan area. Bellevue is the home of the Offutt Air Force Base and
the United States Strategic Command (USSTRATCOM). Approximately 10,000 active duty
military personnel, 20,000 dependents of active duty military personnel and 11,000 military
retirees live in the immediate Bellevue area. As these numbers illustrate, the military community
is quite important to Bellevue and the surrounding area. Furthermore, Bellevue is located in
Sarpy County which, according to the U.S Census Bureau, is the fastest growing county by
population in Nebraska and Western fowa.

Need for a community hospital in Bellevue, Nebraska.

It may come as a surprise to many that Bellevue does not currently have a community
hospital or an emergency room in the city. As mentioned earlier, it is potentially the largest city
in the United States without a full service hospital. To further illustrate the need for a
community hospital, the Offutt Air Force Base military hospital, Ehrling Bergquist, closed in
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2005. This Air Force hospital closed because of financial cuts related to the Base Closure
Realignment Commission. There remains an Ehrling Bergquist Clinic on the Air Force Base
which currently has limited outpatient services including same-day surgery and evening urgent
care, but this clinic is also scheduled to close in the fall of this year (2009).

As a family practice physician, I see first hand the strong need for a hospital in Bellevue.
There are approximately 180,000 people in Eastern Nebraska and Western Towa who would
benefit from a community hospital in the Bellevue area. This is a fairly large population which
right now does not have access to healthcare close to home, These individuals need a full service
community hospital with an emergency room near their homes.

Moreover, individuals of low and moderate income will definitely benefit from a
community hospital in Bellevue. According to the 2000 census, the median income for a
household in the city of Bellevue was approximately $47,000, and the median income for a
family was about $54,000. About 4% of families and 6% of the population are below the poverty
line, including 8% under age 18 and about 4% over age 65.

To further illustrate how low-income individuals could benefit from a full-service
hospital, the UNMC physician group currently has a clinic in the Bellevue area. This clinic
serves a significant low-income and/or Hispanic population which live in South Omaha. A full-
service community hospital in Bellevue would provide important health care to this. same
population group.

Furthermore, I have a unique vantage point on the medical needs of the area as I am the
chair of the Department of Family Medicine at the University of Nebraska Medical Center
(UNMC). UNMC has a Family Medicine Residency Program that provides family medicine
training for active duty U.S. Air Force physicians. This three year training program is for those
physicians who are located at the 55th Medical Group on the Offutt Air Force Base. The UNMC
Family Medicine Residency Program is one of only five Air Force family medicine programs in
the nation. Unfortunately, the former training facility for these Air Force family physicians was
Ehrling Bergquist Hospital which, as discussed earlier, closed in 2005.

As a result of this closure of Ehrling Bergquist, 1 became convinced that Bellevue needed
2 community hospital that could serve both the military and civilian populations as well as
become established as a training facility for the Air Force family practice physicians. Thus, the
idea of the Bellevue Medical Center was born.

Description of the Bellevue Medical Center

The Bellevue Medical Center is a creative solution to address the healthcare needs of the
community it will serve. Our approach is unique and we believe the only one of its kind in the
United States. The Bellevue Medical Center is aligned with an academic medical center (The
Nebraska Medical Center), faculty physicians and community physicians.

The Bellevue Medical Center will be a full service hospital that is expected to provide the
full scope of medical services beginning in April 2010. It will open with 100 private, inpatient
beds providing general medical services, labor and delivery care, emergency care, inpatient and
outpatient surgery, and intensive care. The facility will feature significant investments in
medical technologies, diagnostic services, two cardiac catheterization labs, on-site inpatient and
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outpatient pharmacy services, laboratory testing, and physician clinic space. There will also be a
medical office building adjacent to the hospital which will house outpatient clinics. Future
expansion of the facility will allow for an additional 100 beds.

The ownership structure of the Bellevue Medical Center is as follows:

e 60% share owned by a regional academic and trauma medical center, The Nebraska
Medical Center;

e 2 18% share owned by UNMC Physicians, a medical practice for UNMC faculty (which
is a non-profit 501(c)(3) education affiliated institution);

e and a 22% share owned by Bellevue and local community physicians.

The Bellevue Medical Center will hold strongly to the values of The Nebraska Medical
Center, known for its excellence, innovation and quality patient care. With The Nebraska
Medical Center’s quality movement in full speed, the hospital has seen steady improvements and
efficiencies in numerous areas including customer service, delivery of care, patient and employee
satisfaction, reduction of medical errors, lowering average lengths of stay and mortality. These
developments are illustrated in the following two awards that The Nebraska Medical Center has
received.

* The Nebraska Medical Center has been recognized four years in a row for providing "An
Outstanding Inpatient Experience" by J.D. Power and Associates, a global market
research firm. According to J.D. Power and Associates, only 20-percent of all hospitals
in the United States even qualify for consideration.

» The Nebraska Medical Center has also received the esteemed Magnet designation for
extraordinary nursing care. The achievement, as determined by the American Nurses
Credentialing Center's (ANCC) Magnet Recognition Program®, is widely viewed as the
"gold standard” in the nursing profession.

The Bellevue Medical Center is also consistent with the educational mission of The
Nebraska Medical Center. The Bellevue Medical Center will serve as a teaching hospital and
training facility for 20% of the Air Force’s compliment of family practice physicians. This will
allow training in two different and separate locations.

1) An academic and trauma medical center, The Nebraska Medical Center
2) and a community hospital, the Bellevue Medical Center (beginning in 2010)

The Bellevue Medical Center is valuable because the community hospital setting more
closely mirrors the facility where the Air Force residents will likely practice after completion of
the training program. When the Bellevue Medical Center opens, it will train 8 new family
practice residents a year. Because it is a three year program, 24 residents are in training at any
given time.

In this time of an economic downtumn, it is important to point out that health care can
continue to be a job creator. It is possible to both expand access to health care and expand access
to jobs. As of today, the exterior enclosure of the Bellevue Medical Center is expected to be
done by the end of May. The dry walling of the Bellevue Medical Center is in progress along
with accompanying electrical and plumbing work. As the status of this project indicates, the
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project is providing important construction-related work. Furthermore, the Bellevue Medical
Center will create 600 jobs in its first year and will grow as the hospital grows.

The Bellevue Medical Center has strong community support. In fact, the community is
extremely engaged and has led the effort to help make the Bellevne Medical Center a reality.
In particular, its community supporters include: the Bellevne and Sarpy Chambers of
Commerce, the Bellevue City Leadership, and local law enforcement and fire departments.

The Bellevue Medical Center as a model

1 believe that the Bellevue Medical Center can serve as a healthcare model for other
communities. The nation’s health care system needs to encourage innovation through
partnerships. In our case, an academic medical center partnered with faculty physicians and
community physicians. In many of the nation’s urban areas, there are public or private academic
medical centers. These institutions, in many cases, have the resources and service-oriented
mission, to help provide care to those in greatest need. I would encourage academic medical
centers 1o attempt to replicate what The Nebraska Medical Center has done. Whether it be in an
urban or rural setting, The Nebraska Medical Center would be happy to provide any insight on
our model to other medical schools and/or medical facilities to help tailor their outreach to a
community in need.

Moreover, the Bellevue Medical Center is as also a model as it relates to the care of our
military service members, their families and military retirees. The Bellevue Medical Center,
when open, will serve approximately 41,000 military active duty personnel, their families and
military retirees who live in the immediate Bellevue area. It is our position that our military
service members, their families and military retirees deserve the best quality of health care
possible from a nearby community hospital. Bellevue Medical Center will be able to provide
this care.

Active military and retirees receive health benefits from what is called TRICARE. The
Bellevue Medical Center will accept and looks forward to working with TRICARE patients. We
also look forward to working with our Department of Veteran Affairs' hospital system and
augmenting the excellent quality of care that they currently provide.

In conclusion, as Congress begins to tackle health care reform, access to healthcare must
be a significant part of any solution. Iam proud to say that the Bellevue Medical Center stands
ready to be part of the solution of expanding the access to healthcare. Everybody seems to be
excited that we are coming to Bellevue. And we are all excited that your Subcommittee has
asked us to share our story with you all this morning.

Thank you very much for your attention and interest. I look forward to answering any
questions that you may have.
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Mr. PALLONE. Thank you, Doctor.
Dr. Lavizzo-Mourey.

STATEMENT OF RISA LAVIZZO-MOUREY

Dr. LAvVIZZo-MOUREY. Thank you, Chairman Pallone and Rank-
ing Member Deal and members of the subcommittee for this oppor-
tunity to testify.

As has been mentioned, it is Cover the Uninsured Week and
communities all across the country are calling for fixes to our bro-
ken health care system. Expanding coverage must be a priority as
Congress considers opportunities for health reform, but this alone
will not fix the problem. In my written testimony, I have touched
on issues of health care disparities and non-financial barriers to
health but I would like to focus my oral remarks on the role of
nurses in ensuring the access to high-quality care and opportuni-
ties for addressing the shortage of nurses and nurse faculty.

If you have ever been hospitalized or had a loved one who was
hospitalized, you know that nurses make a difference. Nurses’ dili-
gence keeps bad things from happening to patients. Their actions
prevent medical errors and infections. They keep patients safe from
falls and from the complications of extended bed rest. They also
work in community settings to prevent disease, help patients man-
age their diseases better and avoid unnecessary hospitalizations.
As Congresswoman Capps noted recently at the White House
Forum for Health Reform, there is a projected shortage of 500,000
nurses by 2020. The nursing shortage results from a confluence of
factors: A shortage of nurse faculty, too few nurses enrolling in
nursing programs and turnover among experienced nurses. There
is a vacancy rate of 7.6 percent among nursing faculty which re-
sults in far too many qualified students being turned away. Solving
this problem will require action at the national level and a commit-
ment of resources both public and private. The results of our grant-
eels{’ and partners’ work suggest that the following steps must be
taken.

First, we need to increase the number of nurses with bacca-
laureate degrees to create a larger pool of nurses who will qualify
to pursue faculty careers. Second, we need to increase financial as-
sistance to enable more nurses to attend graduate school and ob-
tain teaching qualifications. Third, encourage private sector to
adopt evidence-based practices including the use of technology that
will improve the retention of nurses in their clinical roles. And fi-
nally, we need to support research to demonstrate the nurse’s role
in improving the quality of patient care and improving outcomes.
It is also essential that funding for workforce development not ebb
and flow with yearly changes in appropriations to Title VIII pro-
grams.

I want to highlight a few specific promising programs and strate-
gies that address the nursing shortage and the faculty shortage.
First, at our foundation we found scholarships to support acceler-
ated nursing degrees for students who already have a degree in a
discipline other than nursing. These are typically students that are
ineligible for federal aid programs, and I can tell you, these schol-
arship programs are hugely oversubscribed. Second, we are pro-
viding career development awards to outstanding junior faculty.
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Third, there are many State partnerships of nurses, educators, con-
sumers, business groups, government and philanthropy that are
working together on practical creative solutions like using shared
curriculum, online education, simulation centers for training, eas-
ing the transition from associate to baccalaureate programs and in-
creasing the diversity of the nursing workforce. Taken together,
these programs seem to increase the number of baccalaureate-pre-
pared nurses, provide incentives and rewards for nursing faculty to
educate the next generation of nurses, shorten the pipeline for pro-
viding nursing faculty and provide a new cadre of nursing leaders.

Now, as we consider the critical task of ensuring that the edu-
cation system can graduate new nurses, we must also retain expe-
rienced nurses. We have a demonstration project called Trans-
forming Care at the Bedside that shows hospitals can successfully
retain nurses through organizational reforms that do not add costs.
I know that my colleague, Dr. Mullan, will focus on the shortage
of primary care physicians, but nurse practitioners are an effective,
high-quality way to fill the gap in primary care, particularly as we
think about access in rural and other underserved settings.

So in conclusion, as Congress addresses both the shortage of pri-
mary care physicians and the need to control spending, I encourage
you think about opportunities to use nurse practitioners more wide-
ly and effectively.

Thank you for this opportunity to testify today and for your at-
tention to these issues that reach beyond ensuring health care cov-
erage and allow us to strive for comprehensive, meaningful reform.

[The prepared statement of Dr. Lavizzo-Mourey follows:]
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Chairman Pallone, Ranking Member Deal, and members of the subcommittee, thank you for this

opportunity to testify about strategies for improving access to care for America’s families.

1am Dr. Risa Lavizzo-Mourey, president and CEO of the Robert Wood Johnson Foundation
(RWIJF), the nation’s largest philanthropy devoted exclusively to improving the health and health
care of all Americans. Today, we are in the middle of Cover the Uninsured Week, which the
Robert Wood Johnson Foundation has supported since 2003, in cooperation with a diverse
coalition of national partners and supporters. This week, communities across the country are
organizing hundreds of events to raise awareness about the fact that too many Americans are
living without health insurance, and to demand solutions. Our health care system is at the brink.

We must reform it: make it better, cheaper and more inclusive. Inaction is not an option.

Assuring that everyone in America has stable, affordable health care coverage is central to our
Foundation’s mission, and expanding coverage must be a priority as the Congress considers
opportunities for health reform this year. We know that going without health insurance has
serious consequences, not only for the uninsured person’s physical, mental and financial health,

but also for the community. This subcommittee heard a couple of weeks ago from Jack Ebeler



64

Lavizzo-Mourey 2

about the new RWJF-supported Institute of Medicine report on the consequences of

. 1
uninsurance.

The report shows that insured adults in communities with high rates of uninsured residents are

less likely to be satisfied with the quality of their care and their choice of health care providers.

Clearly, when millions of Americans are uninsured, everyone is affected.

But expanding coverage alone will not be sufficient. Meaningful health reform must also
include efforts to improve the quality, value and equality of care; address health care costs and
spending; strengthen the public health system’s capacity to protect our health; address the social
determinants of health; and prevent disease and promote healthier lifestyles. 1 am delighted that
the subcommittee is considering all of these important elements through this series of hearings

on Making Health Care Work for American Families.

In our more than 35 years of work to improve health and health care, the Robert Wood Johnson
Foundation has learned many lessons about making health care work, about what constitutes
high-quality, patient-centered care, and about the factors that facilitate or impede meaningful

access to care and services.

Critical to implementing these transformations are our nation’s nurses. In my testimony today,
I'll focus primarily on the critical role that nurses play in ensuring high-quality care and some of

the challenges and opportunities for addressing the nation’s shortage of nurses and nurse faculty.

"tom (Institute of Medicine). 2009. America’s Uninsured Crisis: Consequences for
Health and Health Care. Washington, DC: The National Academies Press. Available at
hitp://www.nap.edu/catalog/1251 1 html.
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The Value of Nurses
I hope none of you have ever had to be hospitalized or had a loved one hospitalized, but if you
have, you know that it’s the nurses who make the difference when it comes to high-quality,

patient-centered care.

And the evidence supports that anecdotal experience: the Institute of Medicine report Keeping
Patients Safe: Transforming the Work Environment of Nurses found that nurses, as the largest
segment of the health care workforce and the professionals who spend the most time providing

direct care to patients, are indispensible to patient safety and health care quality.

Indeed, the new data hospitals across the country are submitting to CMS on patient satisfaction
show that nursing is the single most important factor in how patients rate their hospital
experience and whether they would recommend their hospital to a family member or friend.
Nurses’ vigilance keeps bad things from happening to patients such as medication errors, patient

falls, and pressure ulcers.

Nurses provide vital care and services not only in hospitals and in nursing homes, but in the
community, as well. That’s a key piece of ensuring access to meaningful care and services. We
talk a lot about the importance of patient-centered care, and part of patient-centered care is
meeting people where they are — sometimes literally. For example, schools present an important

opportunity for increasing access to care for children and families. Fifty-six million children
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attend an elementary or secondary school in the United States,” and schools offer a prime
opportunity to reach kids where they spend most of their time. The Robert Wood Johnson
Foundation has a long history of investing in school-based health centers, many of them nurse-
led. Today, there are more than 1,500 school-based health centers across the country that provide
critical health care, mental health and dental care services to vulnerable children and, in some

cases, their families.

Nurses also play a vital role in ensuring that children get a healthy start in life through an
innovative, proven, cost-effective program called the Nurse-Family Partnership. Supported by a
range of public and private funding sources, including the Robert Wood Johnson Foundation, the
program works in 28 states to pair young, low-income pregnant women and first-time mothers
with nurses who provide home visits during pregnancy and through the child’s second birthday.
Nurses counsel their clients about the importance of prenatal care, proper diet and avoiding
cigarettes, alcohol and illegal drugs and help parents develop skills and strategies for caring for
their babies responsibly. In addition, they work with the moms to develop a vision for their own

future, including plans to continue their education and find work.

The program has now served nearly 100,000 families. A 15-year study found that participants
have positive outcomes in reducing child abuse and neglect, reducing behavior and intcllectual

problems among children, reducing arrests among children by age 15, and reducing emergency

2 Upcoming Statistical Abstract of the United States: 2009, Table 211. See
http://www.census.gov/compendia/statab/
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room visits for accidents and poisoning. A 2005 analysis by the RAND Corporation also found a

$5.70 return for every dollar invested in the program.’

The Nursing Shortage

The value and importance of nurses is clear, but as we all know, our nation faces a critical
shortage of nurses and nurse faculty. As Congresswoman Capps noted at the White House
Forum on Health Reform earlier this month, there is a projected shortage of 500,000 nurses by

2020

Despite the growing need for new nurses, a survey from the American Academy of Colleges of
Nursing shows that nursing schools turned away more than 40,000 qualified applicants to
baccalaureate and graduate nursing programs in 2007. More than 70 percent of nursing schools
responding to the survey pointed to faculty shortages as a reason for not accepting all qualified
applicants into nursing programs. During this current academic year, there are 8§14 faculty
vacancies at 449 nursing schools across the country, with most of those vacancies in doctoral-

level positions5 .

More recently, the situation has become even more dire, as state budget cuts force schools of

nursing to suspend enrollment or cut faculty positions.

3 Karoly LA, Kilburn MR and Cannon JS. Early Childhood Interventions: Proven Results, Future Promise. Santa
Monica, Calif.: RAND, 2005. Available online at http://www.rand.org/pubs/monographs/200S/RAND _MG341 pdf
* Buerhaus P_, Staiger DO, Auverbach DI. The Future of the Nursing Workforce in the United States: Data, Trends
and Implications. 2008.

3 see http://www.aacn. nche.edw/1DS/pdf/vacancy08 pdf
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As the job market tightens, many part-time nurses are increasing their hours to full-time, and
retired nurses are re-entering the workforce to make up for a spouse’s lost income. More than
half of the nation’s hospitals, according to a recent American Hospital Association survey, are
making or at least considering layoffs. All of these effects of the economic downturn may create
an artificially low demand for nurses, masking the prolonged, persistent shortage of nurses and
nurse faculty. When the economy recovers, the impact of this temporary, apparent stabilization
could further exacerbate the nurse shortage. There continue to be significant vacancies across
health care and community health settings: in hospitals, in community health centers, in nursing

homes and within home health agencies.

The last statistics I'll note on the problem are related to the demographics of the aging nursing
workforce; by 2010, it’s expected that 40 percent of the nursing workforce will be over the age
of 50. The average age of a full professor of nursing, with a doctoral degree, is 59.1 years; the

average age of nurse faculty retirement is 62.5 years.

Promising Solutions to the Nurse Shortage

The Robert Wood Johnson Foundation has supported research and programs that lead us to
conclude that solving the nursing shortage is within our reach. Of course, we are not doing this
alone, and we can’t do it alone. We have many partners, and although we are committing
significant resources to develop and evaluate models and approaches, solving this problem will

require action at the national level and the commitment of significant resources.
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As we work together to address the shortage of nurses and nurse faculty, the results of our
grantees’ and partners’ work suggest the following steps be taken:

o First, increase the number of nurses with baccalaureate degrees to create a larger pool of
nurses who qualify to pursue teaching careers in nursing.

¢ Second, increase graduate education financial assistance to enable more nurses to attend
graduate school and obtain teaching qualifications.

¢ Third, encourage the private sector to adopt evidence-based best practices, including
better use of technology, to improve the retention of nurses in clinical care roles.

* And finally, support research to gather the evidence of how nursing care links to high-
quality patient care and outcomes.
I want to highlight more specifically a few promising programs and strategies for addressing the

shortage of nurses and nurse faculty:

The Robert Wood Johnson Foundation has awarded more than 700 scholarships to students
entering one-year post-baccalaureate nursing programs at 58 schools. These scholarships support
accelerated nursing degrees for students who already have a degree in a discipline other than

nursing, and who as non-first-time students typically are ineligible for federal aid programs.

A recent summit held by the Center to Champion Nursing in America included participants from
47 states and D.C. to discuss best practices to expand nursing education capacity. State
partnerships of nurses, educators, consumers, business, government and local philanthropy are
working collaboratively on a wide range of projects to improve nursing education. They’re
exploring practical and creative solutions like using shared curriculum, providing online

education, and using simulation centers for training. They also are exploring opportunities to
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improve students’ transitions from Associate to Baccalaureate programs, and to increase the

diversity of the nursing workforce.

I’'m also pleased that the Robert Wood Johnson Foundation is supporting an innovative program
in our home state of New Jersey to ensure that we have a well-prepared, diverse nursing faculty
and workforce. In partnership with the New Jersey Chamber of Commerce, we are currently
supporting two nursing collaboratives, one at the master’s level and one at the Ph..D level, that
will support the development, implementation and evaluation of new model curricula that
prepare students for the nurse faculty role. In addition, we are currently providing career
development awards to 15 outstanding junior nurse faculty across the country, through our

national Nurse Faculty Scholars program, and will have another 15 scholars named this spring.

Finally, we’ve just launched a program that will support evaluations of models, programs and
innovations that have demonstrated potential to increase enrollment and teaching capacity;
improve nurse faculty work-life and satisfaction; and/or enhance nurse faculty recruitment and
retention. Even as we and our partners experiment with creative ideas to address the problem, we
want to be sure that we build the best evidence to understand which strategies will be most

effective for expanding nursing education and attracting and retaining nurse faculty.

As we consider the critical task of fixing the pipeline issue — ensuring that the education system
can graduate new nurses — we also must be attentive to the number of nurses who are reluctant to

stay in their jobs.
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A tracking survey of newly-licensed nurses by researchers at New York University and the
University of Buffalo found that 13 percent of new nurses had changed jobs within one year, and
more than a third said they felt ready to leave their jobs. Nurses also reported that it was not
salary or even benefits that topped their list of the most important work characteristics; it was
having the support, resources and ability to do the job well. Perhaps not surprisingly, then, the

top reasons cited for leaving a nursing position were poor management and job-related stress.®

A vicious circle surrounds the nursing profession. Fewer people are entering nursing, which has
led to a shortage. Because of the shortage, nurses who remain in hospital work must care for
more patients under increasingly difficult working conditions. Because of these strained working
conditions, more nurses leave the hospital workforce, thereby worsening the shortage and

making recruitment of new nurses more difficult.

One program that has been successful in reducing turnover on medical/surgical units — an area of
the hospital with generally high rates of turnover — is an initiative developed with the Institute for

Healthcare Improvement, called Transforming Care at the Bedside, or TCAB. !

We know that medical/surgical nurses spend only about a third of their time delivering direct
patient care—much of their time is spent filling out paperwork, tracking down medication or

supplies, or doing other kinds of administrative tasks.

© Kovner CT, et al., Newly licensed RNg' characteristics, work attitudes, and intentions to work, American Journal of
E\'ursin g, September 2007.
' See httpy/www.rwif.org/qualitycquality/product jsp?id=30051
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The idea behind TCAB is to identify, test and evaluate nurse-led innovations to improve nursing
processes, which in turn can improve both nurses’ satisfaction and the quality of care that

patients receive.

It’s as much about putting nurses in the driver’s seat—identifying problems, brainstorming
solutions, and having the authority to implement them-—as about the innovations themselves. But
some simple changes, like keeping supplies at the bedside rather than in a central storage area, or
identifying patients at risk of falling by outfitting them with ruby-red socks, have on many units
increased morale, increased the time that nurses are spending in direct patient care, reduced

accidents and errors, and decreased nurse turnover.

Ultimately, a three-pronged strategy—to address the faculty shortage, increase the pipeline of

new nurses, and retain experienced nurses

is what it will take to solve the nursing shortage.

Primary Care Workforce

In addition to the nursing shortage, we recognize that there is also a shortage of primary care
physicians, with a predicted shortfall of as many as 40,000 primary care doctors by 2025. T know
that one of the other panelists today will speak to the primary care workforce issue more broadly,
but I want to say a few words about the role of the nurse practitioner as we think about access to

care in underserved areas.
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Nurse practitioners are the fastest-growing group of primary care professionals in the country,
with more than 120,000 practicing nurse practitioners currently practicing, and close to 6,000

new nurse practitioners prepared each year.®

However, nurse practitioner graduations are no longer growing fast enough to meet escalating
demand. Too few nurses can afford additional the training to become a nurse practitioner
because of declining financial support for program development and inadequate student
scholarships and loans. The tuition benefits hospitals have provided their nurse employees in the
past to pursue nurse practitioner training are disappearing in the current cconomic downturn.
Health reform will be seriously hampered if we do not support expansion of nurse practitioner

training.

Nurse practitioners are able to prescribe medication, including controlled substances in most
states, and nearly 40 percent have hospital admitting privileges. In 23 states, nurse practitioners
can practice independently of physicians. In a randomized trial, the quality of patient care — both
health outcomes and service utilization — were comparable between physicians and nurse
practitioners.” It has long been established that using nurse practitioners also is cost-effective;
including nurse practitioners in a physician practice can decrease the cost per patient visit by as

much as a third."®

8 See hitpy//www.aanp.org/NR/rdonlyres/SC81057B-9C87-4C88-AD6D-

6F78BDCS3207/0/FAQs WhatisanNP3 1408 pdf

9 M.O.Mundinger et al., "Primary Care Outcomes in Patients Treated by Nurse Practitioners or Physicians: A
Randomized Trial," Journal of the American Medical Association 283, no. 1 (2000): 59--68.

% Office of Technology Assessment (1981). The Cost and Effectiveness of Nurse Practitioners. Washington. D.C.:
US. Government Printing Office.
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Nurse practitioners are also essential to the nation’s network of community health centers. More
than one-third of ambulatory visits are now provided by non-physicians, including nurse
practitioners. Nurse practitioners have staffed the recent largest expansion of community health
centers since the Great Society Program; the centers now serve more than 16 million mostly
underserved patients in more than 7,000 sites. The rapid growth of retail clinics to approximately
1,000 sites that provide 3 million ambulatory visits annually are staffed largely by nurse
practitioners. The reforms in primary care, prevention and management of chronic illness being
considered as part of health system reform will not be possible without thousands more nurse

practitioners.

Yet barriers remain to using nurse practitioners as widely and as wisely as seems reasonable.
Current Medicare rules allow nurse practitioners 1o certify people for admission to long-term
care facilities, but not for home health or hospice care. As the Congress addresses both the
shortage of primary care physicians and the need to control health care spending, T encourage
you and your colleagues to think about opportunities to use nurse practitioners, who provide vital
health care services in rural and other underserved areas, much more widely and more

effectively.

Disparities in Health Care
Of course, it’s not only in rural areas where disparities in access to health care exist. I was vice-
chair of the Institute of Medicine committee that produced the 2002 Unequal Treatment report.

We reviewed hundreds of research studies documenting gaps in care between black and Hispanic
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and white patients, and it was sobering. We found that racial and ethnic disparities in care

persisted, even when other factors such as health insurance and income level were equal.

An cssential step is increasing the quality and availability of health care language services for
patients with limited English proficiency. Poor communication can lead to devastating, even
deadly consequences for patients. A study by the Joint Commission examined the difference in
the impact that adverse events had on people with limited English proficiency, corapared to
English-speaking patients. Nearly half of the patients with limited English proficiency reporting
adverse events experienced some degree of physical harm, compared with less than a third of
English-speaking patients; the rate of permanent or severe harm or death was more than two-and-
a-half times higher for patients with limited English proﬁciency.“ Language can affect care

quality and outcomes.

With nearly 20% of the nation’s population speaking a language other than English at home, our
health care system needs to do a better job of ensuring that all patients, regardless of the
language they speak and understand, receive high-quality, culturally competent care. The patient-
provider relationship is so essential to good health care, and when the two can’t communicate,

the quality of the interaction and the guality of care suffers.

P'Il never forget a story that Dr. Glenn Flores from Wisconsin told me. In one of his studies, he
taped and translated exams of 70 Spanish-speaking children in several Boston emergency

departments and clinics. He found dozens of dangerous translation errors, In one instance, a

“httg:«"!\m'w.'oimcox_nn' ion.org/NR/rdontyres/D5248B2E-E7E6-4121-8874-

99CTB48RR301/0/improving _health_literacy pdf
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nurse ordered an oral antibiotic to clear up a 7-year-old's ear infection. The mother spoke no
English—and a bystander pulled in to translate told her to pour the drug directly into the girl's
ear. We don't all have to be doctors to know that pouring an oral antibiotic into a child's ear isn't

going to cure the ear infection. What can we do to change this?

A Robert Wood Johnson Foundation program called Speaking Together helped hospitals
demonstrate effective ways to help patients get the care they need by weaving language services
into the fabric of clinical practice. That means making sure that all patients with limited English
can communicate with their health care team through a bilingual provider or a trained medical
interpreter. Even a few small changes can make a big difference: asking patients their preferred
language; ensuring clinical staff know how to find an interpreter when they nced one; or placing

a sign over a child’s bed to indicate that she doesn’t speak English.

Patients who have access to trained medical interpreters when they need them — particularly at
critical points in a health care encounter, like admission and discharge — are more likely to use

preventive services and experience greater satisfaction with their care'?,

What does it take to provide high-quality language services? Here’s what the Speaking Together

hospitals have learned"™:

e Language services should be included in every discussion about improving quality—
Communication is essential to quality; language services need to be included in
improvement efforts in the organization.

"2 See Jacobs EA, Lauderdale DS, Meltzer D, et al. Impact of interpreter services on delivery of health care to
limited English-proficient patients. J Gen Intern Med 2001 July;16(7): 468-74; Kuo D, Fagan MJ. Satisfaction with
methods of Spanish interpretation in an ambulatory care clinic. J Gen Intern Med 1999 Sep; 14(9): 647-50

¥ See www speakingtogether.org
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e Meaningful improvement is possible—The Speaking Together hospitals demonstrated
that quality improvement techniques can be applied to language services for the purposes
of measuring and improving performance.

e The power is in the data—Hospitals can report data on language services performance
and use this data to engage clinicians and leadership in making change in the
organization,

¢ Clinician involvement is key—Clinicians are ultimately responsible for making sure that
the language needs of their patients are met. Without clinician involvement, an
organization cannot ensure that all patients are receiving quality care.

« Language services cannot “go it alone”—The language services department can work
to improve the quality and accessibility of services, but it takes a multidisciplinary team
to measure and improve the quality of language services delivery— including, but not
limited to clinicians, frontline staff, registration and scheduling staff, quality
improvement departments and senior leadership.

o Investment is necessary to achieve quality—Like many services in health care, some
investment of time and financial resources is necessary to improve the quality of
language services. Individuals responsible for allocating resources in an organization
need to make a commitment to language services in order to improve overall quality of
care.

Improving Health Care Quality

The lessons and strategies from programs like TCAB and Speaking Together are now being
integrated into the Robert Wood Johnson Foundation’s signature initiative to improve the quality
of health care in the United States, called Aligning Forces for Quality. Aligning Forces aims to
lift the overall quality of care in targeted communities and, at the same time, close racial and
ethnic gaps. The initiative aligns the key players—those who give care, those who get care, and
those who pay for care—within 14 geographic regions across the U.S., representing about 11
percent of the nation’s population. The 14 Aligning Forces comnunity teams'* have committed

to collecting and publicly reporting on measures of health care quality (for example, the

" The 14 Aligning Forces communities are: Cincinnati; Cleveland; Detroit; Humboldt County, Calif.; Kansas City,
Mo.; Maine; Memphis; Minnesota; Seattle; South Central Pennsylvania; West Michigan; Western New York;
Willamette Valley, Ore., and Wisconsin.
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percentage of patients with diabetes who receive regular eye exams, or the percentage of
patients who receive appropriate preventive screenings) by the end of 2009; they will also collect

patient data by race and ethnicity.

Physicians and other health care providers want to provide the best possible care for their
patients, and most think that they’re performing well. Yet we know that Americans receive only
about half of recommended treatment.'® Collecting data about the gaps in care allows providers
to understand where they’re falling short, and to make improvements in those areas. Through
Aligning Forces, we’re not simply showing the providers their data and saying, “Hey, you’re
doing a terrible job; good luck with that.” We and our grantees are providing assistance to help
them do a better job, to apply the lessons learned over the years about what it takes to improve

the quality of care for all patients and to close the gaps in care.

It’s important that providers be part of the solution. Sometimes, the solutions are simple once
you have the data and ask the right questions. For example, RWJF’s Expecting Success program
~— another model that is being incorporated into the Aligning Forces work — supported 10
hospitals across the country in their efforts to improve cardiovascular care, with a particular

emphasis on improving care for African-American and Latino patients.

We focused on this area because there is strong evidence of racial and ethnic gaps, both in care

and outcomes, in treatment for heart disease. Heart disease is a leading killer of African

S McGlynn EA, Asch SM, Adams T, et al. The quality of health care delivered to adults in the United States. N Engl
J Med 2003;348:2635-2645.
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Americans. And cardiac care is an area of medicine where the standards of care are well-

established.

The hospitals generated and reviewed data that told them about the overall quality of care they
were provided, as well as whether there were gaps between different racial and ethnic groups.
And often times, just by asking the right questions, and just by virtue of collecting the data and
paying attention, they were able to improve. Suddenly, some hospitals saw that there was a poor
level of compliance with discharge instructions among Hispanic patients, just like Glenn Flores
saw in his research. And it hit them like a ton of bricks: all of their written materials were in

English.

These steps are seemingly so straightforward and simple: measure the quality of care delivered in
each group, implement interventions designed to improve the quality of care for each group, and
measure again. Through this process, the Expecting Success hospitals made impressive progress:
at one hospital, counseling for smoking cessation jumped from 71 percent to 100 percent; at
another, and heart attack patients receiving an angioplasty balloon within 90 minutes incrcased
from 17 percent to 100 percent during the two years of the program. Across the 10 Expecting
Success sites, the percentage of patients receiving all recommended care for heart failure

improved 37 percent over two years.16

This notion of “Making Health Care Work for American Families” really is about putting the
patient at the center of the relationship, ensuring that our health care system provides access to

good care and preventive services for everyone in this country.

1 See hitpz//www.rwif.org/files/researchiexpectingsuccessfinalreport.pdf
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Thank you for the opportunity to testify today, and for your attention to these issues that include
but reach beyond ensuring health care coverage as we strive for comprehensive, meaningful

health reform.
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Dr. Mullan.

STATEMENT OF FITZHUGH MULLAN

Dr. MULLAN. Chairman Pallone, Ranking Member Deal, mem-
bers of the committee, colleagues, thank you for the opportunity to
testify today. I will be talking about the clinical workforce, largely
physicians but not limited to physicians. I started as a physician
in the National Health Service Corps. I served for a period as the
director of the National Health Service Corps, and in recent years
I have worked in scholarly pursuits trying to understand the dy-
namics and policies related to the health workforce. So I have prac-
ticed it, I have run it and now I am studying it, and I am here to
share that with you as much as I can and very expeditiously.

Massachusetts has been cited as an example, and I will say to
you, it is an example of my principal premise to you and that is
that substantial reform and improvement in access and in health
care in this country will not take place without substantial reform
and improvement in the health workforce in this country, and the
experience of Massachusetts has been when you provided expanded
access, they did indeed come, and where they hit the first bump in
the road was the absence of a good, strong primary care base, even
in a State that is well endowed with physicians. So primary care
is at the core of the reform of the health workforce.

A few words about the shape and size of the health workforce.
I offer you this graphic as a way to conceptualize what I consider
the three phases of the life cycle of a physician and that would be
medical school, graduate medical education and practice. Clearly,
practice is a 30- to 40-year proposition and the others presumably
are somewhat shorter but all three have a character and a legisla-
tive component and I suggest you consider those in that regard and
we will go through them in a moment with the particular legisla-
tive potentials of each of those. In general, we do have problems
in primary care. We have a smaller base compared to many other
countries in terms of how we approach it. We have an inverted pyr-
amid with a small base and a large wobbly superstructure of people
engaging in specialty and subspecialty clinical roles. More impor-
tant than this are the trends in primary care which for a variety
of reasons ranging from reimbursement to what is in, folks are not
going into primary care. That is a huge problem for the future and
one that can be addressed both by investments and financially but
also by statements by public bodies such as the Congress that this
is important.

Overall, my judgment would be in the somewhat contentious
area of do we have enough doctors, I think we are in the right
zone. We have a 30-year history now of increasing physician popu-
lation ratio. We are at about 280 per 100,000. That puts us a little
bit ahead of Canada and the United Kingdom, a little bit behind
Germany and France. All these countries including ourselves are
going to experience problems of aging population and I will address
those in a moment.

Our major problem, however, is that they are poorly distributed.
Physicians tend to be urban. They tend to be in well-to-do areas
and they tend not to go where the most severe problems are. That
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has continued to be a problem as we produce more doctors. They
tend to continue to locate in similar areas. So we can make far bet-
ter and more prudent use of our workforce if it was better distrib-
uted both in terms of geography and specialty, and we have two
American inventions that are enormous assets in both what is hap-
pening now and what should and can happen in the future, and
those, as referenced by Dr. Lavizzo-Mourey and others, are physi-
cian assistants and nurse practitioners, about 70,000 of the former,
100,000 of the latter. We invented them. Now the rest of the world
is running to try to catch up but they have shown very effective
use and they are effective not only in the primary care area but
in the specialty area. A way to attenuate our need for more special-
ists is more collaborative work with non-physician clinicians includ-
ing particularly nurse practitioner and physician assistants. We
also have in place two very important programs that affect work-
force and that is the Nation Health Service Corps as an incentive
program and community health centers as a deployment mecha-
nism to put folks to work. Those need to be invested in and con-
tinue to be recapitalized.

Now, let us quickly go through this continuum. In medical school
we are seeing expansion. New medical schools are coming online.
Old schools are expanding their capacity. This is good. We have in
addition two very important programs that impact medical edu-
cation. The first is Title VII in the jurisdiction of this committee.
It is an old program. It could use reconceptualizing and certainly
reinvigorating but it is where the federal government offers or can
offer incentives to medical schools and medical students for dif-
ferent kinds of careers and there is a lot that can be said about
that important area of investment. And of course, the National
Health Service Corps, which happily is receiving more attention.
There are about 3,500 people in the service in the field today.
About half of those are physicians. You are talking 1,700 physi-
cians, 800,000 physicians in America. This is a very, very small but
important program. It needs to get on the map in a more major
way.

Graduate medical education, a very important area, and pri-
marily the jurisdiction of this committee because it is $8 billion,
$8.5 billion in Medicare funds that fund the GME largely. It is a
huge program without, as I have characterized it, a brain. It is
formulaic. It is not currently available to help with workforce redis-
tribution. A great deal could be done with that. A great deal of at-
tention needs to be paid to that. Modest activities would include
incentivizing community-based and ambulatory training. More
major would be realigning Medicare GME with national workforce
needs with a better, more formal allocation system.

And finally in practice, a lot could be done if you train them and
put them out. In an environment that devalues primary care, they
will find other ways to do other things and charge the system in
other ways. So practice has to be realigned. We need payment re-
form. We need practice organization reform, primary care medical
homes, and finally, health information systems which happily are
getting attention will make all providers, particularly primary care,
this information much more effectively.
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Finally, two ideas that I think need attention. One is, we func-
tion in an information-poor environment in terms of workforce
planning. Data is not good. We need a national center for health
workforce studies that would on a regular basis work on census
issues, on analytic issues and on projection issues. And finally, a
national health workforce commission, a deliberative body perhaps
on the order of MedPAC that advises the Congress, the Adminis-
tration and the American people on the issues of workforce, a very
important, a very difficult, complex area. We need brains at work
on that day in and day out with the sanction of the Congress that
would help us think through these dilemmas.

So I thank you for your time. I would be happy to engage in dis-
cussion and participate with the committee as you consider reform
in this area. Thank you, Mr. Chairman.

[The prepared statement of Dr. Mullan follows:]
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Improving access to health care in the United States'will require modifications in the structure of the
US physician workforce, the foremost of which will be the construction of a strong primary care
delivery base.

There are over 800,000 practicing physicians today or 280 physicians per 100,000 people. This
represents a greater physician density than Canada (210) and the United Kingdom (250) but a density
less than France (340) and Germany (350).

The distribution of physicians in the U.S. heavily favors urban areas. Metropolitan areas have 2-5
times as many physicians as non-metropolitan areas. E ically disadvantaged areas have
significant physician access problems.

Two-thirds of the U.S. physician workforce practice as specialists. The number of young physicians
indicating an interest in primary care is declining. Approximately 100,000 nurse practitioners (NPs)
and 70,000 physician assistants (PAs) are practicing in the United States today. This represents an
important asset for service delivery.

Today’s physician-to-population ratio is in the zone of adequacy and should be maintained with
appropriate growth in the number of physicians trained to parallel growth in the population.
Increased requirements for patient care due to the aging of the population or the inclusion of more
Americans in a universal care plan should be met by more strategic distribution of physicians, both
geographically and across the primary care — specialty spectrum, and the expanded use of physician
assistants and nurse practitioners. The role of PAs and NPs should be in both the generalist and
specialist sectors of the care delivery system.

Medical schools — The current expansion of medical schools is welcome but Title VII legislation needs
to be reinvigorated and up-funded to angment primary care training in medical schools.

Graduate Medical Education — The current number of Medicare funded slots is sufficient to maintain
workforce numbers. However, reforms need to be made in current legislation to prioritize and
incentivize community-based and ambulatory training. Beyond that, serious consideration needs to
be given to aligning Medicare GME with the workforce needs of the country. This would entail
designing a new GME allocation system.

Medical Practice — Primary care payment reform, support for new practice organizations such as
primary care medical homes, and investment in health information technology are all important
reforms that will help to promote a strong primary care practice base in the country.

Data and leadership in the field of U.S. health workforce development is insufficient. A National
Center for Health Workforce Studies and a National Health Workforce Commission would both be
important assets at the federal level in managing health care workforce reform.
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Introduction

Thank you Mr. Chairman for this opportunity to testify today. During the 40 years since I graduated from
medical school, I have been a member of the health care workforce of the United States working as a
pediatrician; I have directed workforce programs such as the National Health Service Corps while serving as a
member of the United States Public Health Service Commissioned Corps; and 1 have been a student of and
commentator on U.S. workforce policy in my current role as a Professor of Health Policy at The George
Washington University.

Therefore, it is with experience as a practitioner, administrator, and scholar that I come before you this morning,

Current health care access and the expansion of access to all Americans are necessarily reliant on both the
number and make-up of the workforce available to provide care. In my remarks, I will briefly review the
history, demographics, trends, and problems associated with the U.S. health professions workforce. Iwill focus
on the physician workforce, which is large, at the center of the delivery system, and closely associated with the
costs of the health care system. I will also talk about nurse practitioners and physician assistants who make
major contributions to clinical care delivery in the country. Much of my commentary will reference the
challenge of providing a strong and efficient base to the U.S. health care system — the sector of practice termed
primary care. I will propose a number of areas in which legislative action would, in my judgment, support and
augment the training and practice of primary care providers, thereby improving the availability, efficiency and
effectiveness of the overall health delivery system.

Health Care Access and the Health Care Workforce

Increasing health care access in the United States is necessarily dependent upon the current and future status of
the health care workforce — in absolute numbers, specialty make-up, and geographic distribution. Health care
reform in Massachusetts provides one instructive example of achieving health care reform without concurrently
addressing the health care workforce. In 2006, Massachusetts enacted universal health care measures,
increasing the number of insured by 340,000, However, within two years, reports of access problems due to an
insufficiency of primary care providers emerged, causing the state legislature to scramble to enact primary care
legislation.

In addition to the Massachusetts example, many organizations are indicating increasing concern over the
primary care workforce. The National Association of Community Health Centers (NACHC) reports health
centers currently have a shortage of over 1,800 primary care providers. Further, if health centers are to increase
their services and access, they will need an additional 15,585 primary care providers to reach 30 million patients
by 2015 or an additional 51,299 primary care providers to reach 69 million patients.’

Both the Massachusetts experience and the NACHC report remind us coverage does not equal access. In order
to increase access, we must build a high quality, cost-effective, well distributed workforce.

The Demographics of the Workforce

Today, there are over 800,000 practicing physicians in the United States. This number represents a steady
increase over the last 50 years in both the number of physicians and the physician-to-population ratio (see
Figure 1). The current density of physicians is 272 per 100,000. However, the distribution of physicians in the
United States trends heavily towards urban and well-to-do areas. Less than 10% of physicians practice in rural
areas while 20% of the country’s population resides in these areas. Metropolitan areas have a primary care
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physician-to-population ratio of 93 doctors per 100,000 people compared to 55 primary care doctors per 100,000
people in non-metropolitan areas. Specialists are even more concentrated, with greater than three times the
density of specialists in metropolitan areas versus non-metropolitan areas.

American medicine is highly specialized. Currently, there are 142 Accreditation Council on Graduate Medical
Education (ACGME) recognized specialties and combined subspecialties as well as multiple additional
unrecognized subspecialties. Physicians reporting that they practice primarily as specialists comprise 63% of
practitioners whereas those working in the primary care specialties (family medicine, general internal medicine
and general pediatrics) comprise only 37% of doctors in practice. This figure is markedly different than it was
50 years ago when 50% of America’s physicians were generalists. In Canada today, by contrast, 51% of
physicians are currently family physicians and GPs.

The situation in primary care, however, is more problematic than the numbers might suggest. Hard work, low
pay, and “lifestyle” expectations of medical graduates today have resulted in dramatic reductions in interest in
primary care in U.S. medical graduates (see Figures 2 and 3). Between the mid-1990s and today, the number of
training positions in family medicine has declined 20% and the percentage of the family medicine residency
positions being selected by U.S. graduates has fallen from 72% to 44%. The majority of family medicine
positions are now filled by international medical graduates.

A recent questionnaire of senior medical students considering careers in internal medicine showed that only 2%
of them wanted to be general internists.” These trends have implications for the future — a future that will
require more primary care services for our aging population. A recent study projects that we will be short
approximately 40,000 primary care doctors in 15 years’ — and that doesn’t take into account the millions of
Americans who will seek primary care when universal coverage is implemented.

Physician Assistants and Nurse Practitioners

The United States is a global pioneer in the creation of new categories of health professionals who contribute to
the delivery of clinical services. Separate pilot programs in the 1960s introduced the world to the idea of the
nurse practitioner (NP) and the physician assistant (PA). Since those early programs, both professions have
grown enormously in size, stature and public acceptance. Approximately 125,000 nurse practitioners have been
trained in the United States, the majority of whom are engaged in clinical practice. There are almost 70,000
certified physician assistants in the United States and more than 100 training programs.

Both of these professions are associated with primary care and practice in rural and underserved areas. About
25% of all nurse practitioners are located in non-metropolitan areas and an estimated 85% of them practice
primary care. Physician assistants are active across the spectrum of medical specialties with more than one third
of them working in primary care practices and approximately one fifth of them working in rural areas.

The Career Lifecycle of a Physician

Before considering questions of the sufficiency of the workforce or policy options to modify its direction, I
would like to suggest a framework for considering physician careers. I call this the career lifecycle of a
physician. It has three phases --- one of which is educational, one of which is transitional and the final one of
which is vocational (see Figure 4). The phases are medical school, graduate medical education, and practice.
The first two might be considered “pipeline phases” since they determine the quantity and nature of physicians
prepared for practice. The final phase is the “payout” phase when the physicians are actually providing health
care to the nation.
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This framework allows us to consider capacity, cost and performance in three separate but interlinked
longitudinal phases of the career path of physicians.

One further clarification is necessary to understand the dynamics of the physician lifecycle. The governing
sector in the lifecycle is graduate medical education (GME). Contrary to popular belief, it is not medical
schools that determine the ultimate size and specialty composition of the physician workforce of the country.
Rather it is residency programs, taken as a whole, that serve as the final pathway into practice and largely
govern the numbers and specialty distribution of the physicians in practice. In order to practice medicine in the
United States, one needs a license from a state. Al states require one to three years of residency in order to
obtain a license. It is also important to recognize that a significant proportion of practicing physicians did not
attend U.S. (allopathic) medical schools. Of the current first year residents, for instance, 64% graduated from
11.8. allopathic (M.D.) medical schools, 7% from U.S. osteopathic (D.0.) medical schools, and 29% from
medical schools abroad (International Medical Graduates or IMGs).' Almost all of these physicians will
complete residency and enter practice in the United States. Thus, it is the size and specialty offerings of the
aggregated residency programs of the country that really determine the future of the U.S. physician workforce,

Sufficiency

As we examine the nation’s health care system and as we consider options to increase coverage, fairness,
quality, and affordability, we must wrestle with the question of how many physicians we need. This is a central
question, not only because it involves the physician production process but also because it has important
implications for training requirements for other health professionals (i.e. nurse practitioners and physician
assistants.) It also has ramifications for prospective spending in a number of areas including hospital beds,
diagnostic testing, medication usage and locations of practice.

Many policy scholars and analysts have written on this topic with strikingly different conclusions. Some have
suggested that we are training too many physicians while others issue predictions that we are entering into a
period of dramatic physician shortage. These projections are largely dependent on the assumptions made about
the health care system of the future. If one assumes that the health care system will be highly coordinated with
the well organized use of physician services, such as is the case in prepaid managed care plans like Kaiser
Permanente, the case can be made that we might well have a surplus of physicians. If one assumes the
continuation of a minimally organized, specialty dominated, predominantly fee-for-service system that is an
extrapolation of today’s circumstances, one can make the case for a perpetually escalating need for physicians.
Both cases have been argued eloquently.

My view is that the density of physicians (the physician-to-population ratio) that we have at the moment is
reasonable and the role of public policy (financing and regulation at the federal and state levels) should be to
maintain a physician workforce of approximately the current size. This strategy should take into account
projected growth in the size of the U.S. population (which is projected at 1% per year) so that the absolute
number of physicians would grow in a modest but consistent fashion.

This strategy would be challenged by critics who would raise objections in the following areas:
1. The American population is aging, and by all measures, older citizens require more health care;
2. Physician practice patterns have changed and physicians don’t work as many hours as they used to;
3. Technology is advancing and we will need more specialists to deliver the fruits of new technologies to
the population:
4. Don’t bet on better organization of the health care system.

These observations are all valid. A response to these concerns could certainly be placement of greatly increased
numbers of physicians into practice --- whether from U.S. medical schools or from physicians trained abroad at
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the expense of other nations. However, all evidence indicates this would be a very costly response since
physicians are expensive to train and to compensate in practice. Additionally, excellent evidence shows an
association of more physicians and, especially, more specialist physicians with higher health care costs. This is
the case because more physicians and, particularly, more specialty physicians are associated with higher hospital
utilization and increasingly costly patterns of practice. Importantly, this evidence also shows no benefit in care
from this higher intensity of physician practice.

Reforming physician workforce policies in a way that promotes quality and constrains costs requires a different
strategy. The essential elements of that strategy are three:

1. The revitalization of a primary care workforce that will be able to staff an organized system of national
primary care delivery that needs to be created by reforms in the delivery system. Whether services are
delivered in primary care medical homes, accountable care organizations (ACOs), prepaid group
practices, or community health centers, the size and skills of the primary care workforce need to be
robust;

2, The physician education pipeline needs to produce enhanced numbers of primary care physicians
prepared to work in hard pressed inner city and economically challenged communities cities and rural
areas as well as in economically comfortable urban and suburban settings;

3. To the degree that the clinical care workforce as a whole needs more providers to address the changing
needs of the population, a strong strategy of support for nurse practitioners and physician assistants
should be adopted. The increased use of PAs and NPs should not be limited to the primary care sector.
Both professions have demonstrated excellent functionality as team members in all aspects of medical
practice from the pediatric office to the operating room. Nurse practitioners and physician assistants are
trained more quickly, at less expense than physicians, cost less in practice, and are not, on their own,
drivers of ancillary clinical tests and services. Moreover, they represent a highly flexible workforce ~
an important asset generally lacking in the physician workforce. In contrast, physicians (especially
specialty physicians), invest enormous amounts of time, money and deferred income in establishing
their capabilities and credentials. Training, retraining, and/or redirecting them is not easily done.
Physician assistants and nurse practitioners are, comparatively speaking, “stem cells” and more able as
individuals and as professions to focus on areas of emerging or urgent need. NPs and PAs provide a
well-proven quality, clinical workforce that can interdigitate with all aspects of physician practice and
whose pipeline can be turned up or down as needed to assist in addressing emerging or changing clinical
needs.

No discussion of the physician workforce would be complete without reference to international medical
graduates (IMGs) who constitute approximately 25% of physicians in practice and 29% of physicians in
residency training. No American policy body --- certainly not the U.S. Congress --- has ever advocated that we
“offshore” one quarter of our medical training or design a system in which our medical schools are only capable
of training three-quarters of the physicians we need. Yet that is what we have done.

We can be proud that the appeal of our way of life and the prowess of our medical institutions that have made
the United States a magnet for physicians from around the world for the last 50 years. Most have arrived under
educational visas and, in overwhelming numbers, have remained in the United States following residency
training. This has been an enormous gift to the United States. In steadily escalating numbers, these hard
working, smart, and ambitious men and women from all over the world have staffed our heaith system. They
have also allowed us to be casual in our medical education policy. There is no need for planning or precision
nor, even, adequate funding for medical schools since large numbers of foreign graduates are always available to
fill in the gaps in residency programs and in specialties that are out of favor with American graduates. Sixty
percent of international medical graduates come from poor countries --- largely the Indian subcontinent, Africa
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and the Caribbean. In many small countries the physician “brain drain” is the largest and most destabilizing
aspect of their health sector. We are not the only country to rely on foreign trained physicians, of course. At
one point, Nelson Mandela personally appealed to Tony Blair to stop “poaching” South Africa’s doctors.
Recently, global attention has turned to the question of health system strengthening to fights AIDS and end
poverty, and yet everywhere one turns the brain drain of doctors and nurses stands as an impediment to
improved health in developing countries. Some have called it “reverse foreign aid.”

Heavy reliance on international medical graduates to fill residency positions and undergird the nation’s
physician workforce is neither good domestic policy nor good foreign policy. Going forward, public policy
makers and medical educators should work toward self sufficiency in medical education. This boils downtoa
single simple principle: U.S. medical schools should graduate approximately the nurber of students required to
fill the first year residency positions offered in the country.

In that regard, the current initiation of new medical schools and expansion of class sizes at existing schools is a
positive development. These new U.S. students wiil undoubtedly find residency positions upon graduation,
decreasing our need to draw on the rest of the world to meet our medical needs. This will be an asset in our
efforts to promote the U.S. as a good global citizen and also provide an overdue opportunity for more U.S.
students to go to medical school in the U.S.

Reform in the Three Sectors of the Physician Workforce
Medical Schools

The principal federal legislation impacting medical schools since 1963 has been the series of programs
authorized under Title VII of the Public Health Service Act. From 1963 to 1976 the principal investments were
designed to increase the number of medical schools and medical school graduates. Construction grants,
capitation funds, and student loans were all used as stimuli for medical schools. The result was amore thana
doubling of the nation’s annual medical school graduating class from approximately 7,500 students a year in
1960 to 16,000 students a year in 1980. This was an extraordinary achievement of public policy and medical
education.

The problems with medical education, however, that concerned policy makers even in those early years went
beyond absolute numbers. It was growingly clear that physicians were not equally distributed in the country nor
were medical students reflective of the diversity of the population of the U.S. The term “primary care” was first
used in the 1960s to focus on yet another problem with medical graduates - the increasing specialization of
physicians such that many parts of the country had little access to generalist care.

The result was a new growing set of programs authorized under Title VII of the Public Health Service Act to
promote community practice, rural practice, primary care, and opportunities for minorities and disadvantaged
students. These included the Area Health Education programs, support for family medicine, general internal
medicine, and general pediatrics, the Health Careers Opportunity Program and funding for physician assistants.
During this same period, funding for nursing and, particularly, new nurse practitioner programs was similarly
increased under Title VIII of the Public Health Service Act.

In the early 1970s, the funding for Title VII programs reached over $2.5billion (2009 dollars) (see Figure 3). In
the mid-1970s, the consensus changed with the belief that we were training enough (some thought too many)
physicians and Title V1] authorizations and appropriations were throttled back. The Title VII programs have
functioned in the very modest $200 - 300 million/year range from that time until the present,
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In the latter years of the Bush administration, serious efforts were made to eliminate all Title VI funding
including support for primary care, minorities in medicine, rural placements and workforce tracking. During the
same period, medical school revenues from NIH research funding have risen from $2.4 billion in 1970 to $16.3
billion in 2004 (all 2009 dollars), creating a robust culture of research at medical schools that dominates medical
school finances, faculty values and school culture (see Figure 4).

Any serious proposal to reform medical practice in the United States must start with reinventing and
reinvigorating Title VII funding to medical schools for the purpose of creating incentives and educational
pathways that will select and train students for primary care, rural health, diversity, and social mission. Parallel
support for nurse practitioners and physician assistants is important as well.

In the past, critics of Title VII have proposed high standards of measurement, asking “how do we know Title
VII funds make a difference?” This is a difficuit problem for programs with small funding streams that function
within large institutions with many contrary incentives. Nonctheless, an impressive series of studies have
shown that Title VII funds affect physician careers positively in regard to primary care, rural placement and
minority opportunities. There are many ways in which Title VII could be augmented and strengthened. One of
those would be an initiative which provides incentives for the creation of “teaching community health centers” —
creating funded linkages between medical schools and Federally Qualified Health Centers (FQHCs) for the
purpose of training. Another area in which Title VII needs strengthening is in the ability to collect important
data and produce useful policy analyses on the workforce. A national center for workforce studies should be
given serious consideration in augmenting Title VII authorities and funds.

Funding for the education of physician assistants and nurse practitioners should be continued and augmented to
help provide the build-up of flexible clinicians for health reform.

While the National Health Service Corps (NHSC) it is not an educational program, it is a brilliant but
underfunded asset available to redistribute health professionals — physicians, NPs, PAs and others. Isay
brilliant since it matches the needs of individual health science students/professionals with national needs for
practitioners in underserved areas. The program has been “tested” since 1971 and works to the benefit of
clinicians and communities. Many clinicians have remained in their assigned communities for long periods or
full careers. At times, however, the NHSC has received criticism for not having as high “retention rates” as
some would like. There are American communities that for reasons of geography or economy have never been
able to retain physicians. To the degree that the NHSC can meet service needs with serial placements in these
communities, the program is a success. The principal problem with the NHSC is its size. There are many more
communities eager for NHSC help and many more clinicians interested in scholarships or loan repayment
opportunities than can be met given the program’s budget. Major re-investment in the NHSC would do a great
deal to increase access to health services in some of our poorest and most rural communities.

A word should also be said about Community Health Centers which are not teaching institutions but have a
stellar record of providing learning sites and supervision for clinical students — often without recompense. Good
data now shows that in many communities CHCs are struggling to find sufficient primary care providers to meet
their staffing needs. Support through Title VII and Medicare GME for CHC based teaching activities will be
essential to allow them to expand to meet the growing needs of the un- and underinsured populations of our
country.

Graduate Medical Education
Graduate medical education (GME) grew significantly through the 1980s and early 1990s and leveled off at

about 100,000 residents and fellows a year in GME from the late 1990s to the early 2000s. In recent years there
has been a small increase in the total number of residents and fellows. Residency programs are unevenly
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distributed throughout the country, with history playing an important role. The locations of the earliest
residency programs 100 years ago are the areas of the largest residency concentrations today including Boston,
New York City, Philadelphia and Washington, D.C. In general, the resident physician-to-population ratio is
highest in cities in the Northeast, lower in Southern and Western states, and lowest in rural areas.

The most important financial policy and educational instrument in graduate medical education is Medicare
GME. While Medicare has paid for a portion of GME singe its inception, the current system was established in
1983 as part of the prospective payment reforms of Medicare. The current system reimburses hospitals that train
residents for two costs:

1. Direct costs (DGME) associated with residents, such as salaries, teaching time of faculty, administrative
costs; and

2. Indirect costs (IME), which are intended to subsidize the higher cost of patient care in teaching hospitals
related to both higher patient care acuity and the presence of residents in the hospital.

The calculation for direct and indirect payments is different, but both are based on the number of residents at a
given teaching hospital and, as such, are a form of capitation payment - the more residents, the higher the
payment. In 2006, direct GME payments totaled $2.8 billion and indirect GME payments totaled $5.8 billion, a
total of $8.6 billion. This total amount represents only 2% of Medicare’s expenditures in 2006 and, perhaps,
receives less public debate than it might. On the other hand, $8.6 billion far and away the largest federal
expenditure related to in any way to medical education.

As part of Medicare, these funds function as an entitlement and are allocated based on established formulas.
Medicare legislation requires no community or regional physician needs assessment to qualify a hospital for
GME payments, sets no targets for the number or type of resident physicians that a hospita! trains and requires
no accountability for the type or sufficiency of physicians in the hospital’s city, county or state. Concerned with
the cost of the program and its potential to escalate, Congress capped the number of federally funded residents
in the Balanced Budget Act of 1997. In the last five years, the total number of residents in the country has
grown slowly presumably due to the addition of “off-cap” residents and the selection of specialties with longer
training periods.

While Medicare GME in its current form has provided a large and stable source of income for teaching hospitals
that is understandably of enormous value to those important institutions, it is effectively a Federal payment
without a deliverable — a subsidy. The resident compliment of any given hospital is determined by the staffing
needs of that particular hospital with, presumably, the input of the chiefs of the clinical services. There is no
requirement that the particular hospital or the medical school with which it is affiliated make any judgments
about the workforce needs of their community, region or state. The result is that the annual graduates of the
over 9,000 residency programs at nearly 1,100 teaching hospitals in the U.S. comprise the workforce of the
country with no regard to specialty selection, practice location or regional needs.

Effectively, we are addressing the health care needs of the country with a physician staffing pattern based on
hospital needs. This is a core problem for workforce reform. There are many ways in which Medicare GME
could be reconceptualized and redirected. For the purpose of this testimony, let me suggest two levels of reform
that might be considered. The first I will entitle “modest” and the second “major™.

Modest reforms to current Medicare GME would entail modifications in the rules governing the use of GME
funds. Currently, there are a variety of financial disincentives to offsite training. Hospitals stand to lose GME
payments, both DGME and IME, for residents who spend time offsite (for instance in Community Health
Centers, office-based practices, or local public health departments.) The sites, in turn, face either complicated
negotiations to obtain GME pass-through funds or the prospect of training residents without receiving the
benefit of GME financing.
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There is much that could be done to make Medicare GME more user-friendly to primary care and community-
oriented training. Reforms in this area would be helpful but would do little to change the basic problem of
hospital staffing patterns dictating the nation’s physician workforce.

A major reform would require reconstituting the current policy thinking that governs Medicare GME. Rather
than seeing GME as a convenient vehicle for teaching hospital support, Medicare GME should be seen as the
principal instrument to shape the physician workforce of the country. This perspective would require teaching
hospitals to undertake community or regionally oriented analyses of physician workforce needs and make
application for training positions based on a fiduciary responsibility to train a complement of residents that
corresponds to agreed upon regional needs. This approach might also call for rebalancing regional and sectional
allocations of GME funding and therefore physicians to provide a more balanced landscape of GME training.

One problem with envisioning a system of this sort is that many teaching hospitals who are current recipients of
GME funding are not large and do not have a large number of teaching programs. In fact, many larger hospitals
have specific foci such as cancer or children or surgery that do not equip them to address regional needs. An
answer to this problem is the formation of independent consortia of teaching institutions that would, when
working together, represent training capacity that could address regional needs in a much more comprehensive
fashion. A variant approach would be state based GME organizations that might (or might not) have a link to
state government. In either case, the consortium would be able to represent regional needs and work with the
Center for Medicare and Medicaid Services (CMS) on residency training targets and GME funding.

A consortium system would require the establishment of many new arrangements within the medical teaching
sector. It might also mean that teaching hospitals would have to modify their complement of residency
programs in ways that might not be popular with the chiefs of service or the hospital administration. Strong
political objection would predictably be mounted against any such reform, but if this most crucial link in the
construction of the physician workforce in the United States --- graduate medical education --- is to be modified
to meet the needs of an efficient and effective health system in the future, changes will need to be made in the
way the federal government does business with the teaching hospitals of the country.

Medical Practice

Reincentivizing and redirecting primary care in the pipeline (medical schools and GME) will amount to little if
parallel reforms are not achieved in support for primary care practice. Physicians are smart and ambitious
enough that, if the current reimbursement inequities and structural disincentives to primary care practice remain
in place, many will abandon primary care during their practice years despite excellent primary care education
and support for primary care in their training years. The key areas in the practice environment that will help are
practice reimbursement, practice organization, and health information technology.

Primary care physician average annual incomes are currently less than half those of their specialty colleagues.
Given high medical school debt, late entry into an economically productive life and demands of the job, it is not
hard to understand why primary care careers are severely disadvantaged in comparison to more lucrative
specialty options that often have more controlled lifestyles. While physicians receive payment from many
sources, the Medicare fee schedule is the primary determinant of physician reimbursement and is a candidate for
major restructuring.

The organization of primary care practice is another area of major reform potential. The preponderance of
primary care providers still work in solo practice or small groups. This minimizes the opportunity to develep a
full service primary care team benefitting from new information technologies or relating in an effective way to
specialty consultants. Larger team based practices with excellent information systems such as medical homes or

10
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accountable care organization offer the promise of a new platform for health care delivery. Incentivizing and
supporting these forms of practice stands to do a great deal to improve the overall health system, particularly
promoting primary care, whose currency is patient well being over time linked to episodes of care provided by
other practitioners. Health IT will organize and empower the primary care practitioner in ways that will make
the practice of primary care much more effective. Investments in these areas are crucial.

A National Center for Workforce Studies

Underlying reform efforts in all three sectors of the physician workforce is the need for national level analyses
and guidelines for workforce policies. Policy changes aimed at reforming the three sectors to address the health
care needs of the nation can not be successful without clear workforce objectives, which require the ability to
collect important data and produce useful policy analyses on the workforce. A national center for workforce
studies should be given serious consideration,

Conclusion

In order to reform the delivery of health care in the United States in a way that is more effective and constrains
costs, a number of changes need to be made in the workforce since the workforce is an essential governing
component of the functionality, quality and cost of the system as a whole.

The number of physicians entering practice in the United States currently is in a zone of adequacy. Many of
these physicians are trained abroad and measures should be taken to increase U.8. medical school output so as to
decrease our dependence on foreign trained physicians. The training and use of nurse practitioners and
physician assistants should be augmented to absorb increased demand in the system due to an aging population.

The current system is heavily balanced towards fragmented specialty care, making it inefficient and expensive.
Moreover it is unevenly distributed, raising serious concerns of access and equity. Major investments in the
pipeline at the medical school and GME level will be essential to rebalancing the system. Atthe GME level, in
particular, where a large investment already exists, modifications need to be made in the system. In the practice
sector, primary care is currently severely disadvantaged and reforms in payment systems and practice support
will be needed to reincentivize and restructure the practice of primary care across the country.

It goes without saying that this is an important moment in the history of health care in the United States. The
Congress has an unprecedented opportunity to lead in the reform of the system for the benefit of all Americans.
1 very much appreciate the opportunity to testify before you and I remain available to provide assistance in
whatever way 1 can.

Thank you.
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Figure 3: Percent Change between 1998 and 2006 in the Percentage of U.S. Medical School
Graduates Filling Residency Positions in Various Specialties.
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Mr. PALLONE. Thank you, Dr. Mullan.
Dr. Harris.

STATEMENT OF JEFFREY P. HARRIS

Dr. HARRIS. Thank you, Chairman Pallone and Ranking Member
Deal, for allowing me to share the American College of Physicians’
views on primary care workforce and how it affects access.

I am Jeff Harris, president of the ACP. Until recently, I practiced
in a rural community with a population of 40,000 in Virginia. The
office in which I practice focused on the delivery of primary care
and nephrology. This year I have had the good fortune to be presi-
dent of the American College of Physicians, representing 126,000
internal medicine physicians and medical students. The United
States is experiencing a primary care shortage in this country, the
likes of which we have not seen. The demand for primary care in
the United States will grow exponentially as the Nation’s supply of
primary care dwindles.

The reasons behind this decline in the supply of primary care
physicians are multifaceted and complex. They include the rapid
rise in medical education debt, a decrease in income potential for
primary care physicians, failed payment policies and increased bur-
dens associated with the practice of primary care. Many regions of
the country already are experiencing primary care shortages. The
Institute of Medicine reports that it would take about 16,000 addi-
tional primary care physicians to meet the needs in currently un-
derserved areas. Two recent studies found that the shortage of pri-
mary care physicians for adults will grow to over 40,000, even after
taking into account the important contributions of nurses, nurse
practitioners and physician assistants as part of the primary care
team. Approximately 21 percent of physicians who were board cer-
tified in the 1909s have left internal medicine compared to 5 per-
cent who have departed from internal medicine subspecialties.

Equally alarming is the fact that the pipeline of incoming pri-
mary care physicians is also drying up. In 2007, only 23 percent
of third-year internal medicine residents intended to pursue ca-
reers in general internal medicine. This was down from 54 percent
in 1998. Even more troubling, a recent survey found that only 2
percent of medical students plan to go into general internal medi-
cine. ACP strongly supports the need to ensure all Americans have
access to affordable health coverage. As more people are covered,
though, the primary care workforce needs to grow to take on more
patients. Primary care physicians are the first line of contact for
individuals newly entering the health care system. If we do not in-
crease the primary care workforce, it will become impossible in
many communities for people who do not currently have a relation-
ship with a primary care physician to find an internist, family phy-
sician or pediatrician who is taking new patients. In Massachu-
setts, where health insurance coverage was recently expanded and
nearly 95 percent of the State’s residents have coverage, the wait
to see primary care physicians in Massachusetts has reportedly
grown to as long as 100 days. Yet Massachusetts has a higher phy-
sician-to-patient ratio than most other States.

The cost of providing coverage to more than 46 million uninsured
Americans will be much higher and the outcomes of care much
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poorer without more primary care physicians. More than 100 stud-
ies referenced in the ACP’s recent paper, How is the Shortage of
Primary Care Physicians Affecting the Quality and Cost of Medical
Care, demonstrates that primary care is consistently associated
with better outcomes and a lower cost of care. For instance, one
study found that an increase of just one primary care physician per
10,000 population in a State was associated with a rise in the
State’s quality rank and a reduction in overall spending by $684
per Medicare beneficiary.

The United States needs a comprehensive approach to ensure ac-
cess to primary care. We should start with a national health care
workforce process to set specific goals for educating and training a
supply of health professionals including primary care to meet the
Nation’s health care needs. In the United States, the numbers and
types of health care professionals being trained are largely deter-
mined by the availability of training programs, the number of ap-
plicants and inpatient service needs of academic medical centers.
But institutional service needs are poor indicators of national
health workforce requirements, particularly as patient care has
continued to shift from inpatient to outpatient settings.

The Institution of Medicine has recommended “a comprehensive
national strategy to assess and address current and projected gaps
in the number, professional mix, geographical distribution and di-
versity” of the health care workforce. Secondly, we need to fund
programs to cover the cost of medical education for students who
agree to pursue careers in primary care and subsequently practice
in areas of the Nation with greatest needs. Third, Medicare pay-
ment policies need to be reformed. The career choices of medical
students and young physicians should be largely unaffected by con-
siderations of differences in earnings expectations, yet Medicare
payment policies systematically undervalue the comprehensive,
longitudinal, preventive and coordinated care that is the hallmark
of primary care. Currently the average primary care physician
earns approximately 55 percent of the average earnings for all
other non-primary care physician specialties. Studies show that
this compensation gap is among the most significant reasons for
the growing shortage of primary care physicians. To eliminate this
differential as a critical factor in medical student and resident
choice of specialty, the average net compensation for primary care
physicians would need to be raised by Medicare and other payers
to be competitive with other specialties. We recommend that Con-
gress institute a process that would result in such targeted annual
increase in Medicare fee schedule payments to make primary care
competitive with other specialties over a five-year period beginning
next year. The funding for such payments should take into account
primary care’s contribution to reducing overall Medicare cost asso-
ciated with preventable hospital, emergency room and intensive
care visits, many of which are reimbursed under Medicare Part A.
Although it may appear to some that our call to increase Medicare
payments to primary care is self-serving, the fact is that almost
half of the ACP’s membership practices in subspecialties, not gen-
eral internal medicine, yet they share our belief that having a suffi-
cient primary care workforce is essential if patients are to have ac-
cess to high-quality, effective and affordable care.
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Finally, we need new payment models that align incentives for
accountable, coordinated patient-centered care including continued
expansion of the patient-centered medical home. The Common-
wealth Fund’s Commission on High-Performing Health Care Sys-
tems recently issued a report——

Mr. PALLONE. Dr. Harris, I didn’t stop you because I was inter-
ested but you are 3 minutes over, so you have to wrap up.

Dr. HARRIS. I apologize.

Mr. PALLONE. That is all right.

Dr. HARRIS. One last paragraph. In conclusion, the United States
faces a critical shortage of primary care physicians for adults. We
believe that it is imperative for all Americans to be provided with
access to affordable coverage. We also know that coverage alone
will not ensure that patients have access to high-quality and af-
fordable care if there are not primary care physicians available to
meet those needs.

Thank you for your patience.

[The prepared statement of Dr. Harris follows:]
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Statement for the Record
American College of Physicians
Hearing before the House Energy & Commerce Health Subcommittee
“Making Health Care Work for American Families: Improving Access to Care"

March 24, 2009

Thank you, Chairman Pallone and Ranking Member Deal, for allowing me to share the
American College of Physicians (ACP’s) views on the primary care workforce and how it
affects access to care.

1 am Jeffrey P. Harris, MD, FACP, the President of the American College of Physicians,
a general internist for three decades, who worked as a Clinical Associate Professor of
Medicine at the University of Virginia School of Medicine. Until very recently, I
practiced in a small, rural town in Virginia with a population of 40,000 people. Iam
pleased to be able to represent the College today at this hearing.

The American College of Physicians represents 126,000 internal medicine physicians and
medical students. ACP is also the nation’s largest medical specialty society and its
second largest physician membership organization.

We are experiencing a primary care shortage in this country, the likes of which we have
not seen. The expected demand for primary care in the United States continues to grow
exponentially while the nation’s supply of primary care physicians dwindles and interest
by U.S. medical graduates in primary care specialties steadily declines. The reasons
behind this decline in primary care physician supply are multi-faceted and complex. Key
factors include the rapid rise in medical education debt, decreased income potential for
primary care physicians, failed payment policies, and increased burdens associated with
the practice of primary care.

A strong primary care infrastructure is an essential part of any high-functioning healthcare
system. In this country, primary care physicians provide 52 percent of all ambulatory
care visits, 80 percent of patient visits for hypertension, and 69 percent of visits for both
chronic obstructive pulmonary disease and diabetes, yet they comprise only one-third of
the U.S. physician workforce.' © Those numbers are compelling, considering the fact that
primary care 1s known to improve health outcomes, increase quality, and reduce
healthcare costs.

The hallmarks of primary carc medicine include: first contact care, continuity of care,
comprehensive care and coordinated care. The two specialties that provide the majority
of adult primary care in the U. S. are family medicine and internal medicine. The
training and care that family physicians and general internists provide are distinctly
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different. Family physicians are trained to diagnose and treat a wide variety of ailments in
patients from children to old age. Family physicians receive a broad range of training that
includes internal medicine, pediatrics, obstetrics and gynecology, psychiatry, and
geriatrics.” General internists, on the other hand, provide long-term, comprehensive care
in the office and the hospital, managing both common and complex illness of
adolescents, adults, and the elderly. Internists receive in-depth training in the diagnosis
and treatment of conditions affecting all organ systems. As documented below, the
declining supply of general internal medicine physicians is of particular importance to
Medicare beneficiaries’ access to care. In 2007, internists provided 229,131,238 allowed
services to Medicare patients compared to 130,120,289 for family physicians and
17,780,062 for general practitioners." (Source: CMS).

Primary Care Workforce: The Problem

The U.S. is Facing an Escalating Shortage of Primary Care Physicians

There are many regions of the country that are currently experiencing shortages in
primary care physicians. The Institute of Medicine (IOM) reports that it would take
16,261 additional primary care physicians to meet the need in currently underserved areas
alone.

Demand for primary care physicians outpaces supply faster than any other specialty
group. Specifically, the AAMC estimates that primary care accounts for 37 percent of the
total projected shortage in 2025 — about 46,000 FTE primary care physicians.® These
findings are consistent with recently published projections by researchers from the
University of Missouri and the Health Resources Services Administration. The study
also predicted that population growth and aging will increase family physicians' and
general internists' workloads by 29 percent between 2005 and 2025.> Further, greater use
of nurse practitioners {NPs) and physician assistants (PAs) are not expected to make
enough of an impact on this shortfall.® Annual numbers of NP graduates fell from 8,200
in 1998 to 6,000 in 2005 and are projected to fall to 4,000 by 2015. In addition, only
about 65 percent of NPs currently work in primary care settings. The number of PA
graduates have remained stable at about 4,200 per year, but it i3 important to note that
only one-third of PAs practice in primary care sem’ngs‘7

ACP is particularly concerned about the adequacy of the supply of general internists who
provide care in outpatient settings.

*  General internists are leaving practice sooner than other physician specialties at
the same time that fewer medical students and residents are choosing to make the
practice of general internal medicine and primary care their central career goal.
Approximately 21 percent of physicians who were board certified in the early
1990s have left internal medicine, compared to a 5 percent departure rate for
internal medicine subspecialists.”
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Equally alarming is the fact that the pipeline of incoming primary care physicians is also
drying up, as medical students are drawn to more highly compensated specialties.

= In asurvey of fourth-year medical students at eleven U.S. medical schools in the
spring of 2007, 23.2 percent reported they were most likely to enter careers in
internal medicine, including only 2.0 percent who reported that they were likely
to enter careers in general internal medicine.” If this trend continues, a shortage
of primary care physicians will likely develop more rapidly than many now
anticipate.

= The number of third-year internal medicine residents choosing to pursue a career
in an internal medicine subspecialty or other specialties has risen each year for
the past eight years, while the percentage choosing careers in general internal
medicine has steadily declined. In 2007, only 23 percent of third-year internal
medicine residents intended to pursue careers in general internal medicine, down
from 54 percent in 1998.1°

*  For each of the past two years, the number of U.S. medical stadents choosing
internal medicine residencies has decreased by approximately 1 percent from the
previous year. According to the 2009 National Resident Matching Program
report, 2,632 U.S. seniors at medical schools enrolled in an internal medicine
residency program -- down from 2,660 in 2008 and 2,680 in 2007. These
numbers are particularly striking when compared with 3,884 U.S. medical school
graduates who chose internal medicine residency programs in 1985,"said Steven
E. Weinberger, MD, FACP, senior vice president for medical education and
publishing, American College of Physicians (ACP), in response to the match
results for 2009. "We are witnessing a generational shift from medical careers
that specialize in preventive care, diagnostic evaluation, and long-term treatment
of complex and chronic diseases, to specialties and subspecialties that provide
specific procedures or a very limited focus of care.”

= The 2009 match numbers include students who will ultimately specialize in
general internal medicine and provide primary care, as well as those who will
enter a subspecialty of internal medicine, such as cardiology or oncology.
Currently, approximately 20 to 25 percent of internal medicine residents
eventually choose to specialize in general internal medicine, compared with 54
percent in 1998. "This transition is happening at a time when America's aging
population is increasing, and the demand for general internists and other primary
care physicians will continue to grow at a much faster rate than the primary care
physician supply,” noted Dr. Weinberger.

Without more Primary Care Physicians, Fxpanded Health Insurance Coverage Will Not
Ensure Access to Care

ACP strongly supports the need to provide all Americans with access to affordable health
insurance coverage. We are committed to working with Congress and President Obama
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to enact bipartisan legislation this year to achieve this goal, and would be please to share
with the subcommittee ACP’s specific recommendations on coverage.

We also know that health reforms to expand coverage will fail to improve outcomes and
lower costs unless programs are created to reverse a growing shortage of primary care
physicians:

Persons who do not have access to health insurance coverage are less likely to
have a physician as a regular source of care.'’ They are also less likely to comply
with recommended treatments, to take their medications, and receive
recommended preventive services. Accordingly, as more persons obtain health
insurance coverage as a result of health care reform, they will appropriately seck
to form a relationship with an internist, family physician, or pediatrician to serve
as their regular source of care.

Increases in the numbers of patients with chronic illnesses will accelerate the
demand for primary care. According to Health Affairs, *In 2005, 133 million
Americans were living with at least one chronic condition. In 2020, this number
is expected to grow to 157 million ... Currently, most chronic illnesses care takes
place in primary care physician practices ... Compared with specialist-only care,
primary care offers high quality care at lower cost for patients with chronic
conditions.” The authors support the development of multidisciplinary teams in
primary care and public health and recommend that the U.S. adopt the goal of
“half of U.S. clinicians practice in primary care.”"?

Most established primary care physicians are currently working at full capacity
and will be unable to absorb the increased number of patient visits that will
accompany coverage expansions. A rapid expansion of primary care capacity will
accordingly be needed.

Patients will experience reduced access to care if health care reform does not
expand the primary care physician workforce capacity at the same time as
coverage is expanded:

For the newly insured, there will be long wait times to get an appointment with a
primary care physician, if they are able to find one at all.

In a growing number of communities, it may become impossible for people who
do not currently have a relationship with a primary care physician to find an
internist, family physician or pediatrician who is taking new patients. Not
because established primary care physicians do not want to accept the newly-
insured into their practices, but because they have no time left in an already over-
scheduled day to take on any additional patients.

Patients of established primary care physicians who already are working at full
capacity, but who still try to accept more of the newly insured into their practices,

4
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will experience a reduction in the qualitative time their doctor is able to spend
with them. Wait times for appointments will increase. Despite insurance
coverage, without changes in the way care is provided, physicians may have to
further decrease the time they currently spend with patients in order to try to
accommodate increased demand for services — which could have a negative
impact on quality, access, and timeliness. Primary care physician “burn out” is
likely to increase because of physician dissatisfaction with not being able to spend
enough time with their patients or being able to see them in a timely manner.
Such burn outs will likely lead more primary care physicians to consider getting
out of practice, which will then put further stress on remaining primary care
physicians in their community.

s Massachusetts’ experience is a case in point of what can happen if coverage is
expanded without expanding the primary care workforce. When health insurance
coverage was recently expanded to nearly 95 percent of the state’s residents, some
low income residents reported difficulty finding a physician or getting an
appointment.” In fact, the wait to see primary care physicians in Massachusetts
has reportedly grown to as long as 100 days."

* The higher price tag associated with coverage expansions that do not concurrently
address the need to rapidly expand primary care physician workforce will be
borne by taxpavers and employers in the form of higher taxes and by increases in
premiums and cost-sharing for persons who have health insurance coverage.

Primary Care is the Best Medicine for Better Care and Lower Cost

A fundamental goal of delivery system reform should be to recognize and support the value
of primary care in improving outcomes; reducing preventable over-utilization of emergency
rooms, hospitals and testing facilities; and achieving overall costs savings.

Mote than 100 studies, referenced in ACP’s recent paper, How is a Shortage of Primary
Care Physicians Affecting the Quality and Cost of Medical Care?, demonstrate that
primary care is consistently associated with better outcomes and lower costs of care.
Highlights of that paper include:

»  When compared with other developed countries, the United States ranked lowest in
its primary care functions and lowest in health care outcomes, yet highest in health
care spending ' 107

‘ o has ; oduce costs while still maintaing 181920 21
e Primary care has the potential to reduce costs while still maintaining quality.
2

»  States with higher ratios of primary care physicians to population have better health
outcomes, including mortality from cancer, heart disease or stroke.” ™
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» Individuals living in states with a higher ratio of primary care physicians to
population are more likely to report good health than those living in states with a
lower such ratio.

¢ The supply of primary care physicians is also associated with an increase in life
span.”® %" An increase of just one primary care physician is associated with 1.44 fewer

deaths per 10,000 persons.®®

¢ Primary care physicians have also been shown to provide better preventive care
compared to specialists, reflecting their ability to better manage the whole health of
: 20 30 31
patients.

s The preventive care that primary care physicians provide can help to reduce
hospitalization rates.*> ¥ ** 3 % During the year 2000, an estimated 5 million
admissions to U.S. hospitals involved hospitalizations that may have been
preventable with high quality primary and preventive care treatment; the resulting
cost was more than $26.5 billion. Assuming an average cost of $5,300 per hospital
admission, a 5 percent decrease in the rate of potentially avoidable hospitalizations
alone could reduce inpatient costs by more than $1.3 billion.”’

+ Hospital admission rates for five of 16 ambulatory care-sensitive conditions "for
which good outpatient care can potentially prevent the need for hospitalization, or for
which early intervention can prevent complications or more severe disease,”
increased between 1994 and 2003, suggesting worsening in ambulatory care access or
quality for those conditions.*® *° Studies of certain ambulatory care-sensitive

conditions have shown that hospitalization rates and expenditures are higher in areas

with fewer primary care physicians and limited access to primary care.*’

* One study found that an increase ot 1 primary care physician per 10,000 population
in a state was associated with a rise in that state’s quality rank and a reduction in
overall spending by $684 per Medicare beneficiary.” By comparison, an increase of
1 specialist per 10,000 people was estimated to result in a drop in overall quality rank
of nearly 9 places and increase overall spending by $526 per Medicare beneficiary.

Solutions to Improving the Primary Care Workforce

1. ESTABLISH A NATIONAL HEALTH CARE WORKFORCE POLICY: The
federal government should develop a national health care workforce policy that includes
sufficient support to educate and train a supply of health professionals that meets the
nation’s health care needs and specitically to ensure an adequate supply and spectrum of
primary care physicians trained to manage care for the whole patient. General

internists, who provide long-term, comprehensive care in the office and the hospital,
managing both common and complex illness of adolescents, adults, and the elderly,
should be a crucial component of a high functioning primary care system.
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Rationale:

In the U.S., the numbers and types of health care professionals being trained are largely
determined by the availability of training programs, the number of applicants, and
inpatient service needs of academic medical centers. But, institutional service needs are a
poor indicator of national health workforce requirements, particularly as patient care has
continued to shift from inpatient to outpatient settings. The nation needs sound research
methodologies embedded in its workforce policy to determine the nation’s current and
future needs for appropriate numbers of physicians by specialty and geographic areas.
The Council on Graduate Medical Education has made numerous calls on the federal
government to establish of a national health care workforce policy, most recently in
September 2007. In its December 2008 report, the Institute of Medicine did so as well,
recommending that the Department of Health and Human Services, along with other
public and private partners, “develop a comprehensive national strategy to assess and
address current and projected gaps in the number, professional mix, geographical
distribution, and diversity"” of the health care workforce.

In June 2006, the AAMC recommended a 30 percent increase in U.S. medical school
enrollment and an expansion of Graduate Medical Education (GME) positions to
accommodate this growth.” The current Medicare GME-funding limits on residency
training positions are impeding the establishment of new residency programs and
additional training positions in existing programs. While medical schools have done their
part to expand class sizes, this effort will not increase the total number of physicians in
the country unless GME capacity is increased as well. ACP has considered the option of
increasing the number of overall GME positions to increase the supply of physicians, but
concluded that increasing the overall pool of physicians would not assure that adequate
numbers enter and remain in practice in primary care. Instead, ACP recommends a more
targeted approach, recognizing the nation’s increasing demographic demands for health
care and the dwindling supply of primary care physicians. ACP recommends strategically
increasing the number of Medicare-funded GME positions in adult primary care
specialties. For internal medicine, the College recommends that the positions be
increased in IM- primary care positions rather than IM categorical positions.

With an estimated shortage of 44,000 — 46,000 primary carc physicians anticipated by
2025, the federal government must act now to eliminate such a deficit. Since it takes 7
years to educate and train a primary care physician, this expansion of GME positions
must start now to avert the predicted shortfall.

2. INVEST IN THE PRIMARY CARE PIPELINE

Incentives for Medical Students: The federal government should create incentives for
medical students to pursue careers in primary care and practice in areas of the nation with
greatest need by developing or expanding programs that eliminate student debt for
physicians choosing primary care linked to a reasonable service obligation in the field
and creating incentives for these physicians to remain in underserved areas after
completing their service obligation. This should include:
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a. New loan repayment and medical school scholarship programs in exchange
for primary care service in critical shortage health facilities and geographic
areas.

b. Increase funding for scholarships and loan repayment programs under Title
VIL

c. Increase funding for National Health Service Corps (NHSC) scholarships and
loan repayment programs.

Rationale:

New loan repayment and scholarship programs: There are many health care facilities
across the country facing shortages of primary care physicians. A Critical Shortage
Health Facility is defined as a public or private nonprofit health facility that does not
serve a health professional shortage area (HPSA), but has a critical shortage of primary
care physicians. ACP proposes the establishment of scholarships (not to exceed $30,000
per year to a maximum of four years) in family practice, internal medicine and pediatrics
through the Department of Health & Humans Services (HHS) that require graduates to
practice in critical shortage health facilities for a minimum of two years and up to four
years for each year that such scholarship is awarded.

The College also calls for the establishment of a loan repayment program to primary care
physicians in the fields of family practice, internal medicine and pediatrics who agree to
practice in an area of the country that is not a health professional shortage area (as
designated under section 332), but has a critical shortage of primary care physicians (as
determined by the Secretary) in such fields. A maxinmum of $35,000 per year in loan
repayment (principal and interest) should be provided for each year of such service
obligation.

These programs would require service in specific health facilities that are experiencing
critical shortages of primary care physicians, or in a physician office or other facility in a
geographic area of the country that is experiencing a critical primary care shortage. They
offer an alternative option to service in HPSAs through National Health Service Corps
(NHSC) and would offer a broader impact on increasing the primary care workforces as
they would be limited to primary care physicians and would allow them to meet their
service obligation in more areas of the country and in more facilities that are experiencing
a critical primary care shortage. Since the NHSC requires that physicians practice in
designated HPSAs, it excludes many areas of the country and facilities that are
experiencing critical shortages.

Increase funding for Title VII: The Primary Care Loan (PCL) program awards funds to
accredited schools for medical students who agree to enter and complete residency
training in primary care within four years after graduation and practice in primary care
for the life of the loan. Such loans can serve as a great incentive for medical students
considering careers in primary care.
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The Faculty Loan Repayment Program is designed to assist degree-trained health
professionals from disadvantaged backgrounds in pursuing academic careers. Individuals
selected agree to serve on the faculty of an accredited health professions college or
university for a minimum of two vyears for payment of up to $20,000 of their educational
loans. In FY 2004, this program received 148 applications, but only 43 were funded.

The Scholarships for Disadvantaged Students Programs provides scholarships to full-
time, financially needy students from disadvantaged backgrounds, enrolled in health
professions and nursing programs. In FY2008, the Scholarships for Disadvantaged
Students program distributed $42.3 million in scholarship funds to 224 colleges and
universities, ranging from $1,548 to $1,781,268; the average award was $189,121. Such
scholarships help greatly in diversifying the health care workforce.

Increase funding for the National Health Service Corps: The NHSC scholarship and
loan repayment programs provide payment toward tuition/fees or student loans in
exchange for service in an underserved area. The programs are available for primary
medical, oral, dental, and mental and behavioral professionals. Participation in the
NHSC for 4 years or more greatly increases the likelihood that a physician will continue
to work in an underserved area after leaving the program. Over the years, the number of
clinicians in those programs has grown from 180 to over 4,000. In 2000, the NHSC
conducted a large study of NHSC clinicians who had completed their service obligation
up to 15 years before and found that 52 percent of those clinicians continued to serve the
underserved in their practice:‘43 The programs under NHSC have proven to make an
impact in meeting the health care needs of the underserved, and with more
appropriations, they can do more.

The NHSC estimates that nearly 50 million Americans currently live in health
professions shortage areas (HPSAs) - underserved communities which lack adequate
access to primary care services - and that 27,000 primary care professionals are needed to
adequately serve the people living in HPSAs. Currently, over 4,000 NHSC clinicians are

caring for nearly 4 million people.* The outstanding need remains unmet.

Limited funding has reduced new NHSC awards from 1,570 in FY 2003 to an cstimated
947 in FY 2008, a nearly 40 percent decrease. The NHSC scholarship program already
receives seven to fifteen applicants for every award available. The National Advisory
Council on the National Health Service Corps has recommended that Congress double
the appropriations for the NHSC to more than double its field strength to 10,000 primary
care clinicians in underserved areas.*

Deferment of Medical School Loans: Congress should enact legislation to allow
deferment of educational loans throughout the duration of training in primary care
residency programs.

Rationale:
During residency training, physicians receive a stipend in acknowledgment of the patient
care services they provide. However, medical residents receive far less income and

9
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typically work many more hours per week (up to 80 hours) than their counterparts with
postgraduate degrees in other professions. Loan repayment in residency makes it even
more difficult for physicians-in-training to start or support a family and leaves little
discretionary income for products that will advance physicians’ professional development
(conferences, journal subscriptions, etc.). By deferring payment of interest and principal
on medical student loans until after completion of postgraduate training, residents will
have increased funds necessary for professional development and more of an opportunity
for a reasonable lifestyle. This will reduce financial pressure for residents to moonlight to
supplement their income. It will also better enable young physicians who want to enter
primary care careers to do so with less pressure to enter a more lucrative specialty in
order to pay off their student debts.

3. REFORM PAYMENTS TO SUPPORT PRIMARY CARE

Make Payment to Primary Care Physicians Competitive with Other Specialty and
Career Choices: Congress should enact Medicare payment reform so that the career
choices of medical students and young physicians are largely unaffected by
considerations of differences in earnings expectations. This will require immediate
increases in Medicare fee-for-service payments to primary care physicians, starting in the
current calendar year, followed by continued annual increases in payments for primary
care physicians.

Rationale:

Medical students and young physicians should make career decisions based on their
interests and skills, instead of being influenced to a great extent by differences in
earnings expectations associated with each specialty. Yet there is extensive evidence that
choice of specialty is greatly influenced by the under-valuation of primary care by
Medicare and other payers compared to other specialties.

s A 2007 survey of the perception of fourth-year medical students pertaining to
internal medicine, compared to other specialties they had chosen or considered, is
telling. Respondents perceived internal medicine as having lower income
potential while requiring more paperwork and a greater breadth of knowledge *®

e A recent study compared residency position fill-rates with average starting
salaries by specialty and found that U.S. medical students tend to choose more
highly compensated specialties. For example, the average starting salary for
family medicine was $130,000 while the highest average starting salaries were in
radiology and orthopedic surgery. In 2007, only 42.1 percent of first-year family
medicine residency positions were filled by U.S. medical school graduates
compared to 88.7 percent in radiology and 93.8 percent in orthopedic surgery.*’

® A 2008 analysis found a strong direct correlation between higher overall salary
and higher fill rates with U.S. graduates. **

Currently, the average primary carc physician earns approximately 53 percent of the
. . . S . X 49 .
average earnings for all other non-primary care physician Speualtxes.J This

10
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compensation gap is contributing to a growing shortage of primary care physicians, and
particularly primary care physicians in smaller practices.

To eliminate differential income as a critical factor in medical student/resident choice of
specialty, the average net income for primary care physicians would need to be raised to
be competitive with the average net income for all other specialties.

o The level of payment for services provided principally by primary care physicians
must be increased to be competitive with other specialty and practice choices,
taking into account any additional years of training associated with specialty
training programs.

* A target goal for raising primary care reimbursernent to make it competitive with
other specialty and practice options should be established by the federal
government based on, in part, an analysis of the current marketplace and the price
sensitivity of physicians with respect to projected income and choice of specialty.

For instance, Medicare and all other payers would need to increase their payments to
primary care physicians by 7.5-8 percent per year over a five-year period, above the
baseline for all other specialties, to bring the average of the median earnings for primary
care physicians to 80 percent of those for all other specialties, all other factors being
equal. Achieving 100 percent parity would require annual increases of 12-13 percent over
five years,

Such market competitiveness targets could also be adjusted to take into account
expansion of existing programs and development of new ones to reduce or eliminate
student debt for physicians selecting primary care careers, so that the combined
differential between debt and expected earnings is comparable to other specialty choices.

The Medicare Payment Advisory Commission (MedPAC) recommends that Medicare
pay a bonus for primary care services furnished by physicians whose practices focus on
primary care. While MedPAC would defer to Congress to determine the precise bonus
payment amount, it identifies the 10 percent bonus currently paid for services furnished
in health professional shortage areas and the 5 percent bonus that was previously
provided for services in areas with a low physician-to-population ratio as a starting point
for discussion. MedPAC initially made this recommendation in June 2008——when it
devoted an entire chapter in its Report to Congress to “Promoting the Use of Primary
Care”and reiterated it in its March 2009 Report to Congress “to emphasize its
importance.” The MedPAC rationale for the bonus payment ts that primary care services
are undervalued and that physicians focused on furnishing primary care services cannot
merease the frequency with which they furnish these services—as can be more readily
done for tests and procedures-—-to increase their revenue.

ACP appreciates the MedPAC attention to the payment disparity problem. The MedPAC

recommendation that the bonus payment not increase the overall amount that Medicare
spends on physician services, however, deviates from the College’s position that the

11
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funding should not be restricted to budget neutral adjustments in the Medicare physician
fee schedule and instead should take into consideration the impact of primary care in
reducing overall Medicare costs, including costs under Part A associated with reductions
in preventable hospital, emergency room and intensive care unit visits associated with
primary care.

A better way to fund primary care would be to re-define budget-neutrality rules to
consider the impact of paying more for primary care on total aggregate Medicare
spending, Parts A, B, C and D combined. A portion of anticipated savings in other parts
of Medicare (such as from fewer preventable hospital or emergency room admissions
associated with care coordination by primary care physicians) could then be applied to
fund increased payments for primary care.

It also is not clear whether MedPAC intents for the adjustment to be a one-time
adjustment or one that is sustained and continued over several years until the market
compensation gap between primary care and other specialties is closed. The College
believes that a one-time adjustment, even if it is as high as 10 percent, will be insufficient
to make primary care competitive with other specialties. In addition, the amount of the
adjustment should not be left up to Congress to decide each year, but should instead be
scheduled in advance so that annual compensation increases in increments until parity
reached with other specialties. Such predictability is needed to influence the career
decisions of medical students and associates who are contemplating the current and future
potential of primary care compensation, as well as to established primary care physicians
who may be contemplating a career change or early retirement.

Support New Primary Care Delivery Models/Patient Centered Medical Home:
Public and private payers should invest in other new practice models that support the
ability of primary care physicians to deliver comprehensive, preventive, and coordinated
care to patients. ACP strongly supports the patient centered primary care model of health
care delivery and recommends that the current Medicare demonstration be expanded to a
pilot project.

Rationale:

The Patient-Centered Medical Home is a team-based model of care led by a personal
physician who provides continuous and coordinated care throughout a patient's lifetime to
maximize health outcomes. The PCMH practice is responsible for providing for all ot a
patient’s health care needs or appropriately arranging care with other qualified
professionals. This includes the provision of preventive services, treatment of acute and
chronic illness, and assistance with end-of-life issues.

The PCMH enjoys the support of a wide range of health care stakeholders, including
physician organizations, consumer organizations, employers, health plans, and quality-
focused organizations. Policymakers view it as a promising reform model, with Congress
authorizing the Medicare Medical Home demonstration project through a 2006 law and
supplementing it with dedicated funding and increased ability for expansion through a
2008 law. MedPAC recommends a Medicare medical home pilot project to supplement

12
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the demonstration currently being developed that focuses on practices that use advanced
HIT. Other bills have been or are likely to be introduced that would direct additional
Medicare medical home test projects.

Numerous states are incorporating PCMH tests into reform of their Medicaid and SCHIP
programs. There are a myriad of private payer PCMH tests, many involving multiple
health plans, underway or being developed across the country.

Practices must demonstrate that they have the structure and capability to provide patient-
centered care to be recognized as a PCMH. The most recently used PCMH recognition
module classifies a qualifying practice as one of three medical home levels, each
indicating a progressive level of capability. While practices must demonstration
capability beyond what is typical, they have some ability to reach the requisite PCMH
recognition score in different ways. ACP is aware that government programs exist that
address focused areas that are relevant to the PCMH. The current scope of work
governing the Medicare Quality Improvement Organization (Q1O) program involves 14
organizations focusing on improving transitions in care, e.g. inpatient to ambulatory
sefting, in certain geographic areas.”’ The Department of Health and Human Services
maintains a program that facilitates the ability of physicians to provide language
translation services to patients. The federal government should provide sufficient funding
for programs to help smaller physician practices qualify as PCMHs.

In addition, the current Medicare Medical Home Demonstration, which is limited to eight
states, should be expanded to a national pilot. CMS should also set a timeline for
expeditiously transitioning to a new payment model for all practices nationwide that have
voluntarily sought and received recognition as Patient-Centered Medical Homes
following completion of the Medicare demonstration/pilot. The budget should also
provide states with dedicated federal funding to implement PCMH demos for Medicaid,
SCHIP, and all-payer programs.

The Commonwealth Fund’s Commission on a High Performing Health Care System
recently issued a report that advocates that the federal government “Strengthen and
reinforce patient-centered primary care through enhanced payment of primary care
services and changing the way we pay for primary care to encourage the adoption of the
medical home model to ensure better access, coordination, chronic care management, and
disease prevention.” The report estimates that widespread implementation of the
medical home model would reduce national health care expenditures by $175 billion over
ten years.”'

Eliminate Pavment Cuts under the Sustainable Growth Rate (SGR): Congress
should eliminate payment cuts, as a result of the flawed SGR, and account for the true
costs associated with providing updates. Updates should reflect increases in the costs of
medical practice by increasing Medicare baseline spending assumptions.

f—
[#5}
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Rationale:

Over the past several years, one of the College’s main priorities has been urging
Congress to reform Medicare’s flawed physician payment formula known as the
Sustainable Growth Rate, or SGR. This formula has led to scheduled annual cuts in
physician payments for the past seven consecutive years. On January 1, 2010 physicians
face a 21 percent Medicare payment decrease unless Congress intervenes to avert this cut.
This uncertainty in Medicare reimbursement rates makes it nearly impossible for
physicians to plan their budgets for their practices. Although Congress has acted to avert
scheduled Medicare payment cuts in the last several years, it has not acted to permanently
fix the flawed payment formula. Unless Congress acts to provide the funding necessary
to fix this flawed Medicare payment formula, physicians will face continued uncertainty
over Medicare reimbursement rates in the future.

The College appreciates that the President’s budget recognizes a shortfall in the current
Medicare payment formula and intends to dedicate funding to account for “additional
expected Medicare payments to physicians over the next 10 years.” Accounting for funds
needed to reform the flawed sustainable growth rate (SGR) payment formula could
remove the greatest single barrier to reaching a consensus on a long-term solution to the
SGR payment cuts.

Summary and Conclusions

ACP applauds Congress and the Administration for their resolve in addressing major
health care reform this year. The College firmly believes that sustaining and improving
the primary care workforce is essential to providing patients with access to high-quality
care at reduced costs. Congress should take the necessary steps to ensure an adequate
primary care workforce by ) :

¢ Recognizing that primary care is positively and consistently associated with
improved outcomes, reduced mortality, lower utilization of healthcare resources,
and lower overall costs of care.

* Developing a national workforce policy to help ensure adequate numbers,
availability and distribution of primary care physicians

* Investing in the pipeline of incoming primary care physicians by creating new
loan repayment and medical school scholarship programs, increasing funding for
Title VII programs, increasing funding for the National Health Service Corps, and
allowing deferment of educational loans throughout training in primary care
residency programs

» Increasing Medicare payments to primary care physicians to make them
competitive with other specialties and career choices

o Modifying Medicare budget neutrality rules to allocate a portion of anticipated
savings associated with primary care, such as from reduced preventable hospital
and emergency room admissions, to fund increases in payments for primary care
services

o Funding programs to support and expand the Patient-Centered Medical Home
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¢ Eliminating payment cuts from the SGR and accounting for the true costs
associated with providing updates that reflect increases in the costs of medical
practice by increasing Medicare baseline spending assumptions

The College appreciates the opportunity to share its views on the primary care workforce.
We look forward to working with this committee on reforms that will expand health
insurance coverage to all Americans, improve the quality of care, reduce costs, and
ensure that all patients have access to a primary care physician.
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Mr. PALLONE. Thank you.
Dr. Bean.

STATEMENT OF JAMES R. BEAN

Dr. BEAN. Thank you, Chairman Pallone and Ranking Member
Deal and members of the Health Subcommittee for the opportunity
to address you about patient access to medical care. My name is
Jim Bean. I practice neurosurgery in Lexington, Kentucky, for the
past 29 years. I serve currently as president of the American Asso-
ciation of Neurological Surgeons, and this is a member organiza-
tion of Doctors for Medical Liability Reform, the Health Coalition
on Liability and Access, and the Alliance of Specialty Medicine.

Access to effective medical care depends on a number of factors
and we have talked about them, but one that is too often neglected
is a barrier to access that is created by a malfunctioning medical
liability system. I think it is safe to say there is near-universal
agreement among physicians, patients and policymakers that our
medical liability system is broken. Defining how is the issue. In
2005, Senators Hillary Clinton and Barack Obama acknowledged
this when they co-sponsored medical liability legislation to deal
with the mounting access-to-care crisis. A 2008 white paper, Call
to Action, released by Senate Finance Committee Chair Max Bau-
cus, also acknowledges that the current legal environment leads to
the practice of defensive medicine and calls for alternatives to civil
litigation so that the administrative costs associated with litigation,
which account for 60 percent of malpractice premiums, can be re-
duced. Those at the forefront of health care reform understand that
it will do little good to achieve universal insurance coverage if the
doctors who actually supply critical aspects of care are either driv-
en from practice or retire early or simply shun the lifesaving proce-
dures that need to be done because of uncontrolled risk.

The problem of access to care is especially critical for high-risk
specialties. We have been talking a lot about primary care but we
should not forget that the specialty care has to be rendered in a
safe system. Specialties such as neurosurgery, obstetrics, ortho-
pedics, general surgery, emergency medicine and others, these spe-
cialties have been hit particularly hard by lawsuits and rising in-
surance premiums and they are the same ones who provide critical
emergency services, and when they leave, they leave enormous
gaps. The crisis persists despite a clear record of successful reform
in some States. Mississippi and West Virginia both faced critical
loss of medical services because of a doctor exodus because of sky-
rocketing liability costs. Mississippi lost a substantial number of
obstetricians. Both States, West Virginia and Mississippi, lost
enough neurosurgeons to endanger their emergency care system.
Liability State reforms dramatically reversed the trend and doctors
have begun to return. All States should have the same advantage.
Perhaps the most dramatic example is Texas. We have heard about
it. Before reform in 2003 doctors fled the State. Texas ranked 48th
out of 50 States in physician manpower, and since medical liability
reform, 69 underserved counties have seen a net gain in emergency
physicians and a number of other specialists. Access to care was
clearly improved.
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While we strongly believe that comprehensive reforms passed in
Texas should be applied nationwide, other proposed reforms may
help as well. They include early offers, specialized health courts
and a presumptive defense by using evidence-based medicine. The
President endorsed such an approach in a New England Journal of
Medicine articled printed online. It was entitled Modern Health
Care for All Americans, and it was published during the presi-
dential campaign on September 24, 2008. I have a copy if you
would like. He wrote that he would be open to additional measures
to curb malpractice suits and reduce the cost of malpractice insur-
ance and he further wrote, “I will also support legislation dictating
that if you practice care in line with your medical society’s rec-
ommendations, you cannot be sued.” We strongly support the Presi-
dent’s announced position and look forward to its implementation
as policy.

Our President and this Congress are dedicated to reforming our
health care system and ensuring access to care, but access to qual-
ity care must come first and ensuring patient access to care means
acting out to fix a critically ill medically liability system.

Mr. Chairman, thank you.

[The prepared statement of Dr. Bean follows:]
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Introduction

Thank you, Chairman Pallone and Ranking Member Deal, and the entire Energy and Commerce
Subcommittee on Health for giving me this opportunity to address you on the critical issue of patient
access to medical care.

First, if I might, let me briefly give you my background:

My name is Dr. James R. Bean. My practice is based in Lexington, Kentucky, where I have been a
neurosurgeon for the past 25 years. I am currently serving as President of the American Association of
Neurological Surgeons, which is a member organization of Doctors for Medical Liability Reform, the
Health Coalition on Liability and Access, and the Alliance of Specialty Medicine. I have spoken widely
across the country, and have testified numerous times before both the Kentucky State Legislature and
this Congress, on issues related to medical liability reform, health care costs and managed care.

Access to effective medical care depends on a number of factors, but one that’s too often neglected is
the barrier to access created by a malfunctioning medical liability system.

We All Recognize That the System Is Broken

1 think we can safely say that there is near universal agreement among physicians, patients, policy
experts, opinion leaders, and policy makers on both sides of the aisle that our current medical liability
system is broken and does not best serve the needs of patients or physicians.

When then-Senators Hillary Clinton and Barack Obama co-sponsored legislation in 2005 designed to
deal with the mounting access-to-care crisis, they authored an article in the New England Journal of
Medicine pointing to the deleterious effects of our broken system. Rising premiums, they wrote, are
“forcing physicians to give up performing certain high-risk procedures, leaving patients without access
to a full range of medical services.”!

This last October, then-candidate Barack Obama returned to the pages of the New England Journal of
Medicine 1o reiterate his basic point, writing that he would be “open to additional measures to curb
malpractice suits and reduce the cost of malpractice insurance,” and adding forcefully, “We must make
the practice of medicine rewarding again.”

1 would further note that the 2008 white paper released by Senate Finance Committee Chairman Max
Baucus, widely considered a kind of “first draft” for healthcare reform, also explicitly acknowledges that
“the current legal environment leads to the practice of defensive medicine,” and calls for “alternatives to
civil litigation...so that administrative costs associated with litigation, which account for 60 percent of

malpractice premiums, can be reduced.”

In other words, those at the forefront of health care reform understand that it will do little good to
achieve universal insurance coverage or even the most up-to-date healthcare IT, if the doctors who

! Stuart L. Weinstein, M.D., “Sen. Clinton admits Jawsuits harm patient health care,” June 2007, at www.protectpatientsnow,org.
2Cal} to Action: Health Reform 2009.” Senate Finance Chairman Max Baucus, November 12, 2008.
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actually supply the care are being driven from business, forced to retire early, or shun potentially risky,
life-saving procedures because of our broken medical liability system.

Controlling the Costs of Defensive Medicine is Critical to Health Care Reform

It is also widely recognized that we will never be able to control costs — a critical component of any
health care reform that works and is sustainable over time — if we don’t do something about the
constantly overhanging fear of lawsuits that drive physicians and hospitals to increasingly practice
defensive medicine.

Elliot Fisher of the Dartmouth Institute for Health Policy is one the leading intellectual fathers of health
care reform, and is someone on whom key policymakers rely. According to Dr. Fisher’s analysis, the
overuse of imaging services driven by medical liability fears was associated with an increase in total
Medicare spending of more than $15 billion between 2000 and 2003.% Updated figures for the findings
ofa 24()03 HHS report on the overall costs of defensive medicine, put it at an astounding $170 billion per

year.
A System That Is Out of Control

To those of us who work everyday in the field of medicine — the doctors on the front lines, as it were,
tending patients in trauma centers, operating rooms and clinics — none of this is surprising. Allow me for
a moment to examine the real-life circumstances that doctors face:

» Lawsuit abuse has gotten so out-of-control that about one-third of orthopaedists, obstetricians,
trauma surgeons, emergency room doctors and plastic surgeons can expect to be sued in any
: 3
given year.”

» Practicing neurosurgeons can expect to be sued even more often -- every two years, on average;®
» And nearly three out of five OB-GYNs have been sued at least twice in their careers.’

Most of these cases are meritless: data for 2006 show that some 71% of cases are dropped or dismissed,
and only 1% of cases result in a verdict for the plaintiff. Nevertheless, the cost is staggering, with even
those cases that result in no payment to the plaintiff costing an average of $25,000 to defend against.®
Meanwhile, the average jury award escalated from about $347,000 in 1997 to $637,000 in 2006.°

As I've mentioned, the effect on patient access to care and the physician population has been so severe
that many doctors have been forced to retire early, move out of those states where the crisis is most

* “Malpractice Liability Costs and the Practice of Medicine in the Medicare Program,” by Katherine Baicker, EHiott S. Fisher, and Amitabh
Chandra, Health Affairs, volume 26, humber 3.

4 »Addressing the New Health Care Crisis: Reforming the Medical Litigation System to Improve the Quality of Health Care 11,” Office of
the Assistant Secretary for Planning and Evaluation, U.S. Department of health and Human Services (2003).

* “Defending the Practice of Medicine,” by Richard E. Anderson, M.D., Archives of Internal Medicine,” June 2004,

 “Effective Legal reform and the Malpractice Insurance Crisis,” by Richard E. Anderson, M.D, Yale Journal of Health Policy, Law and
Ethics, December 2004.

"Malpractice Matadies: Doctors continue to flee states with out-of-control medical injury verdicts,” Manhattan Institute, 2005,

8 Physicians Insurance Association of America Data Sharing Project.

? Physician Insurers Association of America, PIAA Claim Trend Analysis: 2006 ed. (2007)
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acute, and cut back on the kinds of life-saving and life-enhancing medical procedures that expose them
to greater risk of lawsuit abuse. A number of surveys of hospitals and physicians have highlighted the

alarming trends:

e A survey by the American Hospital Association found that fifty-five percent of hospitals
reported difficulty recruiting doctors because of the medical liability crisis;'

o Three out of four emergency rooms report diverting ambulances due to a shortage of specialists,
and more than twenty-five percent of hospitals have lost specialist coverage due to the medical
Lability crisis;'?

s Forty-four percent of neurosurgeons have had to limit the type of patients they treat, and of these,
seventy-one percent no longer perform aneurysm surgery, twenty-three percent no longer treat
brain tumors and seventy-five percent no longer operate on children;'

¢ Fifty-five percent of orthopaedic surgeons avoid some procedures due to liability concerns; one
out of five has stopped performing emergency room calls; six percent have eliminated all surgery
and one out of twenty has retired early;'

e A survey by the American College of Obstetricians and Gynecologists found that liability
concerns have forced seventy percent of all OB-GYNs to make changes in their practice and
have driven some seven to eight percent to stop practicing obstetrics all together."* According to
ACOG’s 2007 survey, 89 percent of all OB-GYNs have had at least one liability claim filed
against them, with an average of 2.6 claims per obstetrician.'*

A Bleak Prognosis for the Future

While the immediate shortages of physician care caused by the liability crisis are severe, the outlook for
the future is even more troubling, as fears of exposure to lawsuit abuse are causing medical students and
residents to avoid high-risk specialties and more litigious states:

e Sixty-two percent of medical residents report that Hability issues are their top concern; '

e And half of all medical students responding to an AMA survey said that the liability situation
was a factor in their specialty choice.’

! American Hospital Association, Pr ional Liability 1 ; A Growing Crisis,” March 2003.

' The Schumacher Group, 2004 Hospital Emergency Department Administration Survey; cited in “Federal Medicat Liability Reform,”
Alliance of Specialty Medicine, July 2005,

12 American Association of Neurological Surgeons and Congress of Neurological Surgeons, 2004 Survey; cited in “Federal Medical
Liability Reform,” Alliance of Specialty Medicine, July 2005.

1* American Association of Orthopaedic Surgeons; cited in “Federal Medical Liabitity Reform,” Alliance of Specialty Medicine, July 2005.
' ACOG Survey, The American College of Obstetricians and Gynecologists, November 3, 2006

¥ ACOG Survey, The American College of Obstetricians and Gynecologists, November 3, 2006

16 Meritt, Hawkins & Associates, Summary Report: 2003 Survey of Final Year Medical Residents 5 (2003)

17 Division of Market Research & Analysis, American Medical Association, AMA Survey; Medical Student’s Opinion of the Current

Medical Liability Environment (2003).
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One particularly representative example of the access to care crisis is the state of Pennsylvania, where
17 maternity wards have closed down since 1997" and there is presently no trauma center to treat the
half million residents of the Philadelphia suburb of Chester County."’

1 bring up Pennsylvania because it demonstrates that the outlook for the future is much much more
disturbing than even the present numbers indicate. Newly graduated doctors educated in Pennsylvania
are setting up their practices elsewhere because of the deteriorating liability climate. In 1992, 60 percent
of residents stayed in Pennsylvania when they finished their training. Now only 20 percent do 502 In
some specialties, more than 40 percent of the practicing physicians are more than 50 years old* and
only years away from retirement, creating a bleak future for medical carc in that state — and to the extent
this is representative, | would say a bleak future for our nation as a whole.

The Crisis Continues

The mechanism by which doctors are driven away from medicine is no mystery. As abuse of the legal
system mounts, medical liability insurance premiums skyrocket. Like the temperature on a thermometer,
the rise in premiums is a strong indication of the health of our present system and how acute the crisis is
from one year to the next. As rates began to slow their rapid climb and level off in 2006, some were
tempted to say that the crisis had passed. In fact, while rates have declined somewhat, they remain at or

near historically high levels.

According to the Medical Liability Monitor for 2008, more than 50 percent of rates did not change
between 2007 and 2008. Some seven percent of premiums increased. While the remaining 43 percent of
rates decreased, most of those decreases were small—Iess than 10 pe:rcent.22 This is after premium
increases over 100 percent a year in some states without comprehensive medical liability reforms in

place.”

The charts in the appendix give a graphic depiction of the run-up in insurance rates since the year 2000
for three representative specialty groups.”* For the years 2000 to 2008:

¢ Premiums rose 221 percent for OB-GYNs in Philadelphia, Pennsylvania;
e Premiums rose 149 percent for general surgeons in New Jersey;
e Premiums rose 348 percent for internists in Connecticut.
In other words, the modest improvement in rates looks more like a temporary “market correction” rather

than a reversal of on-going trends. From a national perspective, none of the underlying realities that
produced the six-year run up have changed and the pressures remain unabated.

'3 “Building for Babies,” Bucks County Courier Times, February 23, 2009.

19 “Iys time for a Chester County trauma center,” West Chester Daily Local News, July 6, 2008.

20 “pennsylvania Is Driving lts Doctors Away,” Wall Street Journal, October 25, 2008.

2 “pennsylvania Is Driving Its Doctors Away,” Wall Street Journal, October 25, 2008.

2 Medical Liability Monitor Rate Survey Issue Results (October 2008)

2 Office of the Assistant Secretary for Planning and Evaluation, U.S. Department of Health and Human Services, Special Update on
Medical Liability Crisis (2002), cited in Medical Liability Monitor Rate Survey Issue Results,

2 Medical Liability Monitor Rate Survey Year-by-year Results
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The Proven Track Record of Comprehensive Reform — the Texas Miracle

The continuing crisis persists despite a clear record of successful reform in some states. Perhaps the
most dramatic — because its condition was so dire before reforms were enacted — is Texas.

Before reform, doctors were fleeing the state, and patients suffered. Texas ranked 48" out of the 50
states in physician manpower, with just 152 MDs for every 100,000 people, well below the national
average of 196.% In just four years, Texas physicians had seen their premiums rise between 22.5 and
128 percent, premiums paid by hospitals more than doubled, and nursing homes saw their rates soar
2000 percvzm.26 In some parts of the state, there were 300 lawsuits for every 100 doctors,” helping to
carn the state its designation by the American Tort Reform Association as one of America’s foremost
“judicial hellholes.”

In 2003, voters passed Proposition 12, a constitutional amendment locking in the limits on non-
economic damages passed carlier by the legislature. The result has become known as the Texas Miracle.
The first effect is that so many doctors have come flooding back into the state that Texas’s biggest
problem became a backlog in the state’s ability to license them.

The charts below give a graphic illustration of the success of reform, as liability filings dropped
precipitously and previous declines in the number of specialists were tumed into major increases:

Medical Liability Filings - Harris ~ Qrthopaedic Surgeons in Texas {1999-
County 2008}
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25 Texas Tech Law Review, cited in “A Miracle in the Making: How Texas Became a Model for Medical Liability Reform,” at
www protectpatientsnow.org

26« A Miracle in the Making: How Texas Became a Mode! for Medical Liability Reform,” at www.protectpatientsnow.org

7 “Ten Gallon Toxt Reform,” The Wall Street Journal, June 6, 2003,
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Since medical liability reform, the six largest insurers have cut their rates, with Texas Medical Liability
Trust clocking a full 31.3 percent decrease, and many other private firms have entered the market.?
Seventy-six counties have experienced a net gain in emergency physicians since the passage of medical
liability reforms in 2003, including 39 medically underserved counties and 30 counties that are partially
medically underserved.? As you know, the Texas reforms were so successful that they became the basis
for reform legislation introduced in the U.S. Congress in 2006.

We strongly believe that comprehensive reforms of the kind passed in Texas should be applied
nationwide. At the same time, we understand the political realities of the current Congress and believe
that other reforms measures may help to ameliorate the current crisis in access to care and should be

considered.

Early Offers

Among these are calls an “early disclosure™ or “early offer” model, such as that contained in the Baucus
Report. The early-offer process would allow defendants to make a financial offer covering the
claimant’s economic damages and attorneys’ fees. If the offer were accepted, further legal action would
be foreclosed. If the early offer were rejected, the claimant’s burden of proof at any subsequent trial
would be increased.*® Savings to the system come from the elimination of non-economic damages and
the lower attorney’s fees that result from the speedier resolution of the case.

In a report prepared for the Department of Health and Human Services, an analysis of cases between
1988 and 2002 found that an early offers system would reduce claim costs by an average of
approximately $556,000 per claim and by more than $1 million per claim for severe injuries.*!

28 Texas Medical Association.
% “Emergency Medicine Physicians Announce Significant Increase In Doctors Providing Emergency Care Across Texas,” Blanco County

News, February 11, 2009.
0 “Evaluation of Early Offer Reform of Medical Malpractice Claims: Final Report,” US Dept of HHS, June 5, 2006.

3t “Medical Malpractice Reform Plan Pays Off for Victims and Health Care Providers,” University of Virginia Press Release, January 10,
2007.
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Specialized Health Courts

The Baucus Report also called for the consideration of specialized health courts. As in so many other
proposals, health courts carry a certain promise if the details are done right. If the court’s findings are
not binding and further appeals are no foreclosed, it will be critical that — as with early offers — the
claimant’s burden of proof at any subsequent trial would be increased. Otherwise, such courts will just
add one more venue in which doctors can be sued, and will do little to improve the current situation.

Evidence-Based Medicine

The American Recovery and Reinvestment Act of 2009 -- more commonly known as the stimulus bill -
contained $1.1 billion in funding to coordinate comparative clinical effectiveness research.

Economists and health policy experts have been debating the merits of research that compares the
effectiveness of medical treatments,” often called “evidence-based medicine” by its supporters. Clearly,
such research may have the potential to yield useful information. An ideal outcome for doctors who
practice “evidence-based medicine” would be immunity from liability lawsuits, or at a minimum, a
greater increase in the burden of proof for the plaintiff.

President Obama, in the New England Journal of Medicine article that I referred to earlier, endorsed just
such an approach. In the article, which is titled “Modem Health Care for All Americans” and published
on-line on September 25, 2008, then-candidate Obama stated that “I will also support legislation
dictating that if you practice care in line with your medical societies’ recommendations, you cannot be

sued.”

We strongly support the President’s announced position here, and look forward to its implementation as
policy. At the same time, we believe that such guidelines should not be interpreted as a “one-size-fits-
all” solution that implies negligence has occurred anytime a health care provider uses his/her
independent judgment and expertise to offer treatments outside those boundaries.

Volunteer Liability

Finally, we strongly support legislation designed to protect health care professionals from being held
liable when they volunteer their services to the victims of a declared disaster or national emergency. We
note that Volunteer Liability legislation has garnered significant interest on Capitol Hill is likely to be
introduced during the 111" Congress. We strongly urge Congress to pass it.

Today, not all states provide adequate protections from state liability lawsuits to physicians and other
healthcare professionals who respond to national or state calls for help in major disasters such as
hurricanes and earthquakes. In addition, few, if any, states provide such protections for health care
providers licensed outside their state who provide care to disaster victims.

The need for such legislation does beg a central issue, however: If even volunteers in disaster areas need
to be protected from the abuses of the present system, what does that say about how the system affects
providers in their everyday practices?

RS, to compare medical treatments,” New York Times, February 15, 2009.
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Conclusion

In conclusion, allow me to simply restate what we all know: the problem will not go away unless
Congress takes effective action, and until it does, patient access to care will continue to be threatened by

a broken medical liability system.

Qur President and this Congress are dedicated to reforming our health care system. No other action we
undertake as a nation can be so vital. But we know as well that no overall reform of our health care
delivery system can be effective if the heart of the system — the physicians who care for patients — are
constantly under siege and being driven from practice by an abusive system.

Nor will the future of reform be very bright if our best students, as we have seen, are increasingly
becoming discouraged from taking up the arduous calling of medicine.

Access to quality care must come first in overall health care reform. That is what it is all about, after all.
And ensuring patient access to care means acting now to fix our critically ill medical liability system.
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Mr. PALLONE. Thank you, Dr. Bean.
Dr. Rowland.

STATEMENT OF DIANE ROWLAND

Ms. ROWLAND. Thank you, Chairman Pallone and Ranking Mem-
ber Deal and members of the committee, for the opportunity today
to participate in this hearing on making health care work for
American families. My testimony today will address the role public
programs have played in improving access and helping to reduce
health care disparities. Indeed, health care coverage matters. It
may not be enough to assure access, but without it, access to care
suffers and disparities rise.

Together today, Medicare and Medicaid provide coverage to over
a quarter of our population, 80 million Americans, our oldest, our
poorest, our most disabled and among our sickest residents. Both
programs for over 40 years have been central to our Nation’s efforts
to improve access to care and the health care of the American peo-
ple. Medicare has helped to provide access to care for the elderly
by easing the financial burden for care and opening up access to
the broad range of medical services and new technology that has
helped to both extend life and promote better care. Medicare has
helped not only to improve access to medical care but also to reduce
racial barriers to care, both through the enforcement of the civil
rights legislation that led to the desegregation of health care facili-
ties and by providing equal benefits to all beneficiaries without re-
gard to health status, income, racial or ethnic identity or State of
residence.

Medicaid is the workhorse today of the U.S. health care system,
providing coverage for almost 60 million Americans left out of pri-
vate health insurance and with very special health care needs.
Medicaid coverage of the low-income population provides access to
a comprehensive scope of benefits with limited cost sharing that is
geared to meet the health needs and limited financial resources of
Medicaid’s beneficiaries who tend to be both sicker and poorer than
the privately insured low-income population. Medicaid also helps to
address racial and ethnic disparities and access to care. Because
minority Americans are more likely than whites to be low income
and without access to job-based coverage, Medicaid provides an im-
portant safety net, today covering one in four non-elderly African-
Americans and Latinos. In fact, minority populations compose over
half of the Medicaid beneficiaries. The comprehensive scope of Med-
icaid benefits is critical, given the low incomes and complex health
needs of the population Medicaid services including the chronically
ill and people with severe disabilities. When the health needs of
the beneficiaries on Medicaid are taken into account, Medicaid is
in fact a low-cost program. Both adult and child per capita spend-
ing are lower in Medicaid than under private health insurance.
Medicaid enrollees, however, tend to fare as well as the privately
insured on important measures of access to primary care. Unin-
sured children have significantly higher rates of no usual source of
care. Compared to only 4 percent of publicly insured children and
3 percent of privately insured children, one third-of uninsured chil-
dren have no usual source of care. There have been great gains in
reducing the share of low-income children who are uninsured
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through the expansion of Medicaid and CHIP demonstrating that
public programs can provide a solid platform from which to expand
coverage.

As the Nation moves forward to consideration of how to provide
coverage to the over 45 million uninsured Americans today, Medic-
aid’s role for the low-income population provides a strong platform
on which reform efforts can be build as evidenced by the recent ex-
perience with children’s coverage. One must recall that the unin-
sured population is predominantly low income, two-thirds with in-
comes below 200 percent of poverty, or roughly $44,000 for a family
of four a year. Medicaid provides a strong and tested foundation
upon which to build these health reform efforts but it could play
indeed a stronger role if coverage of the low-income population was
improved through expanded eligibility and reduction of enrollment
barriers through addressing payment rates and administrative bur-
den to help boost provider participation and promote greater access
to primary care especially and through a stabilization of financing
so that the periodic cuts in the program that affect reimbursement
to providers and coverage for beneficiaries do not need to occur.

In summary, the Medicaid program has an established track
record in providing the scope of benefits and range of services to
meet the needs of low-income population including those with
chronic illness and severely disabling conditions. Drawing on Med-
icaid’s experience in already substantial coverage of the low-income
population offers an appropriate starting point for extending cov-
erage to the low-income uninsured population through health care
reform. While health insurance coverage is essential to open the
door to the health care system for these individuals, broader meas-
ures as you have heard discussed today need to also be put in place
as a complement to assure that the coverage card is not an empty
promise. Thank you.

[The prepared statement of Ms. Rowland follows:]
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Making Health Care Work for American Families:

Medicaid and Access to Care

Medicaid is the workhorse of the U.S. healthcare system providing coverage for almost 60
million Americans left out of private health insurance and financing 16 percent of national
health spending. Medicaid coverage of the low-income population provides access to a
comprehensive scope of benefits with limited cost-sharing that is geared to meet the health
needs and limited financial resources of Medicaid's beneficiaries who tend to be sicker and

poorer than the privately insured low-income population.

+ Medicaid helps to address racial and ethnic disparities in access to care. Because
minority Americans are more likely than Whites to be low-income and uninsured,
Medicaid provides an important safety net for about 1 in 4 nonelderly African Americans,
American Indians/Alaska Natives, and Latinos, and about 1 in 10 Asian/Pacific
Americans and Whites. Medicaid covers over a quarter of ali children in the U.S.,
including nearly 1 of every 5 White children, but roughly 2 of every 5 African American
and Hispanic children.

+ The comprehensive scope of Medicaid benefits is critical given the low-incomes and
complex heaith needs for the population Medicaid serves, including the chronically ill,
people with severe disabilities. When the health needs of its beneficiaries are taken into
account, Medicaid is a low-cost program; Both adult and child per capita spending are
lower in Medicaid than under private insurance.

» Medicaid enrollees tend to fare as well as the privately-insured population on important
measures of access to primary care; Uninsured children have significantly higher rates of
no usual source of care (32%) compared to only 4% of publicly insured children or 3% of
privately insured children.

* Great gains in reducing the share of low-income children who are uninsured have been
made through the expansion of Medicaid /CHIP, demonstrating that public programs
provide a solid platform from which to expand coverage; Between 1998 and 2007, the
uninsured rate among low-income children fell by almost half (28% to 15%).

» Less progress has been made for adults, leaving many uninsured. Over half of the
uninsured are low-income adults. Although 44 states have set the Medicaid/CHIP
income-eligibility level for children at or above 200% of the federal poverty level, 33
states limit the Medicaid income eligibility for parents to below 100% of the federal
poverty level and coverage for childless non-disabled adults remains beyond Medicaid’s
current scope.

Medicaid provides a strong and tested foundation upon which to build health reform efforts,
but could play a stronger role if coverage of the low-income population was improved through
expanding eligibility and reducing enroliment barriers; addressing payment rates and

administrative burden to boost provider participation; and stabilizing the financing.
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Mr. Chairman and members of the Committee on Energy and Commerce,
thank you for the opportunity to participate in this hearing on making health care work
for American families. | am Diane Rowland, Executive Vice President of the Kaiser
Family Foundation and Executive Director of the Kaiser Commission on Medicaid
and the Uninsured. | am also an Adjunct Professor of Health Policy and
Management in the Bloomberg Schoo! of Public Health at The Johns Hopkins
University. My testimony today will address the role public programs have played in
improving access to care and helping to reduce health care disparities, with a focus

on the role Medicaid has played for low-income families.

Together, Medicare and Medicaid provide health coverage to over a quarter of
our population --- over 80 million Americans (Figure 1). Medicare, as the health
financing program for the nation’s senior citizens and people with severe disabilities,
covers many of those with the greatest health needs due to age and disability.
Medicaid, enacted with Medicare in 1965, plays a different and scmewhat more
complex role as the health and long-term care assistance program for the nation’s

low-income population.

Medicare has helped to improve access to care for the elderly by easing the
financial burden for care and opening up access to the broad range of medical
services and new technology that has helped to both extend life and promote better
care. Medicare has helped not only to improve access to medical care, but also to
reduce racial barriers to care through the enforcement of civil rights legislation
leading to the desegregation of health facilities and by providing equal benefits to all
beneficiaries without regard to health status, income, racial or ethnic identity, or state
of residence. Research has documented that with Medicare, access to care
substantially expanded and disparities by race narrowed for the elderly. As the
nation now considers health reform, because Medicare covers virtually all of the 37
million elderly Americans, it is the nation’s 45 million uninsured under age 65 that are

the focus of efforts to broaden coverage.
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Medicaid is an equally important part of health coverage today covering almost
60 million low-income Americans and financing 16 percent of national health
spending, including 40 percent of spending on long-term care services (Figure 2).
Medicaid is the nation’s health care safety net providing health coverage to one in
four of America’s children and many of their parents — 30 million low-income children
and 15 million adults who generally have no access to job-based coverage. lt is a
particularly important source of coverage for both acute and long-term care for 8
million non-elderly people with disabilities and is an essential adjunct to Medicare for
the nearly 9 million low-income elderly and disabled Medicare beneficiaries who
debend on Medicaid to help with Medicare premiums, fill in gaps in Medicare
benefits, and assist with long-term care needs. Without Medicaid to supplement
Medicare, the gains achieved in reducing racial disparities and improving access to
care would have been more difficult to attain for many of Medicare’s poorest
beneficiaries. Medicaid financing provides states with the capacity to provide
coverage for their low-income families and helps to support safety net clinics and

hospitals for the poor and uninsured.

Medicaid is a critical source of coverage for the low-income population,
covering 40 percent of those living in poverty and a quarter of the near poor. (Figure
3). Federal law requires states to provide Medicaid coverage to all children in families
with incomes below poverty and states have the option of extending coverage to
children at higher income levels through Medicaid and Children’s Health Insurance
Program (CHIP). However, Medicaid eligibility for parents varies widely across the
states and is below poverty in all but 17 states and DC, and, under current federal
rules, adults without dependent children are ineligible for Medicaid unless they qualify
on the basis of a disability (Figures 4 and 5). As a result, Medicaid now provides
coverage to half of all low-income children, but only reaches 20 percent of low-

income parents and leaves most poor childless adults uninsured.

While Medicaid is often viewed in its role as the health insurer of low-income

families, it is important to recognize that children and parents in low-income families



139

comprise the majority (76%) of Medicaid enrollees, but account for less than a third
(30%) of program spending (Figure 6). This is largely driven by the difference in
spending per enrollee ---$1,600 per child compared to $13,500 per person with
disabifities and nearly $12,000 per elderly enrollee - due to the greater use of both
acute and long-term services by the disabled and elderly (Figure 7). More than 45
percent of Medicaid spending for services is attributable to the dual eligibles, the low-

income Medicare beneficiaries who also have Medicaid coverage.

Medicaid spending --- like most health spending -- is highly skewed with a
small share of enrollees accounting for a large share of the spending. In 2004, the 5
percent of beneficiaries with the highest health and long-term care costs (over
$20,000 annually) accounted for 57 percent of spending (Figure 8). For many of
those with the most extensive health needs, including those with severely disabling
conditions, Medicaid provides access to diverse services and long-term care options
that often exceed the scope of most private insurance. In these multiple roles,
Medicaid has contributed both to promoting access to care and improving health
outcomes for the poor and near-poor population, but also to assuring comprehensive
coverage for the complex and extensive health needs of many of the chronically ill

and those with severe disabilities in our society.

Access to Care for the Low-Income Populations

Medicaid financing has heiped move many low-income families from
dependence on charity care to financial access to both public and private providers.
In doing so, it has offered assistance to millions of low-income children and adults
and provided a healthier start in life --- and fewer disparities in life -— to many of the
nation’s children. The coverage provided by Medicaid has helped to narrow the gaps
in access to care faced by those without insurance and promoted broader use of

preventive and primary care services,
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Maintaining a comprehensive scope of benefits and limited cost-sharing is
critical for the population Medicaid serves. Cost-sharing can place a
disproportionately heavy burden on the tight budgets of low-income families, affecting
access to care and health outcomes adversely. Today, a majority of low-income
families on Medicaid receive their health coverage through managed care
organizations under contract with the state to provide both comprehensive services

and a provider network for beneficiaries.

‘Medicaid’s impact can be seen both in the numbers of people served and the
access to care provided. Medicaid’s success in improving access to care for the low-
income population is most notably reflected in the comparability of Medicaid to
private insurance on the many access measures where the uninsured fall far behind.
For both children and adults, Medicaid like private insurance links families to a usual
source of care -- the key entry point into the health care system. With Medicaid
coverage, children and adults utilize the health system similarly to those privately
insured and face far fewer financial and access barriers to care than the uninsured.
Most notably, uninsured children have significantly higher rates of no usual source of
care (32%) compared to only 4 percent of publicly-insured children or 3 percent of
privately-insured children (Figure 9). Eighty-nine percent of publicly insured low-
income children have had a well-child visit compared {o 82 percent of privately
insured low-income children, and 11 percent of publicly insured low-income adulls
report no usual source of care compared to 13 percent of privately insured low-
income adults (Figure 10 and 11).

Medicaid’s access comparability to private coverage is especially notable
given that the Medicaid population is both poorer and sicker than those who are
privately insured (Figure 12). Because Medicaid covers a sicker population with
more health needs, it is often viewed as more costly than private insurance.
However, when the cost per adult and per child for medical care is adjusted for health

status, Medicaid spending per person is below that of private insurance. While this is
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in part due to lower provider payment rates, it also reflects greater efficiency in

program administration and in managing care (Figure 13).

Medicaid’s Role in Addressing Disparities

In addition to providing coverage that helps level the access to care playing
field for millions of low-income children and adults, Medicaid has a particularly strong
role in reducing access to care disparities by race and ethnicity. Because they are
more likely to be low-income and have jobs without health insurance coverage, a
higher proportion of African Americans and Latinos have Medicaid coverage (or are

uninsured) than Whites and Asian/Pacific Islanders.

Over a quarter (27%) of African Americans and 24 percent of Latinos rely on
Medicaid for their health insurance protection in contrast to 12 percent of Whites
(Figure 14). Medicaid’s role is even more substantial for children -- covering 2 out of
every 5 African-American and Latino children compared to 1 out of every 5 White
children. Because Medicaid is such an important source of coverage for minority
populations, they make up the majority (56%) of Medicaid enrollees. Among
Medicaid beneficiaries, one in four (27%) is of Hispanic ethnicity and one in five
{22%) is African American (Figure 15).

Medicaid by providing health insurance coverage serves to promote improved
access to care that can help to narrow disparities in access to care (Figure 16). For
Whites as well as minorities, being uninsured compromises access to care. Having a
usual source of care is associated with better access to primary and preventive care
and better care coordination within the health care system. Across all racial and
ethnic groups, public coverage in contrast to being uninsured has been shown to
increase substantially the likelihood that an individual has a usual source of care —
thus improving the chances that barriers to receiving timely care and using the health

system effectively will be reduced.
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Medicaid also plays an important role as a source of coverage in rural areas
where there is less employer-sponsored coverage and higher poverty rates than in
urban areas. Nearly a fifth of poor children live in rural areas. As a result, nearly a
third (32%) of rural children compared to a quarter (26%) of urban children have
Medicaid and CHIP for their health insurance coverage. As Medicaid promotes
access to care for the low-income rural population enrolled, it also serves as a critical
source of payment for rural providers, and helps fill the gap left by the low level of
private insurance in rural areas. By enabling hospitals, doctors, and clinics to get
financing support for their services, Medicaid helps maintain the availability of health

services for all rural residents and helps sustain rural economies.

Medicaid as a Platform for Reform

As the nation moves forward to consideration of how to provide coverage to
the over 45 million uninsured Americans, Medicaid’s role for the low-income
population provides a strong platform on which reform efforts can be built as
evidenced by the recent experience with children’s coverage. Great gains in
reducing the number of uninsured low-income children have been made through the
expansion of Medicaid/CHIP; between 1998 and 2007 the uninsured rate among low-
income children fell by almost half (28% to 15%) due to expansions in these
programs.

The uninsured population is predominantly low-income -~ two-thirds of the
uninsured have incomes below 200 percent of poverty --- roughly $44,000 for a
family of four (Figure 17). Thus, Medicaid provides the framework for comprehensive
and affordable coverage for the low-income population and has been an effective
vehicle for improving access and health outcomes for the poor and disadvantaged. it
is a tested program with an administrative structure in every state that virtually every
state health reform effort has built upon in seeking to broader coverage for their low-

income residents.
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Medicaid is widely viewed as a cornerstone of state efforts to expand
coverage and provides a base for extending coverage that has public support. In
surveys of low-income families, over 90 percent of parents with an uninsured child
view Medicaid/CHIP as a good program and say they would enroll their child if
eligible for public coverage (Figure 18). Public opinion surveys have consistently
shown broad support for public coverage programs with 74 percent ranking Medicaid
as a very important program compared to 83 percent for Medicare in our 2005 survey
of the general public. When asked about approaches to expanding coverage
nationally, 70 percent of the public say they favor expanding Medicaid and SCHIP as

one way to achieve broader coverage (Figure 19).

To make Medicaid a more effective platform for extending coverage to the low-
income population, several options have been raised for reducing gaps and
strengthening the program’s base. To reach and cover more of the low-income
population both expanding eligibility and reducing enroliment barriers could be
addressed by: basing Medicaid eligibility solely on income and eliminating the current
categorical requirements that exclude childless adults; standardizing income eligibility
levels across states for adults to provide a national floor similar to the current
requirements for coverage of all children under poverty; and further simplifying
enrollment procedures to make coverage more accessible to working families. To
improve access to care, greater emphasis could be placed on preventive and primary
care combined with improvements in the level of provider payments to promote
greater physician participation and assure the availability of care in safety net
facilities and medically underserved areas. To meet the health needs of the complex
populations served by Medicaid, greater emphasis could be placed on adopting new
strategies and technology to better coordinate care and evaluate quality. To
underpin these efforts and secure coverage through good and bad economic times,
ways to enhance and stabilize federal financing and provide countercyclical aid also

need to be addressed.
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Conclusion

The Medicaid program serves a disproportionately low income and
disadvantaged population, living in poor and often environmentally and physically
hazardous neighborhoods, where poverty and complex social needs combine with a
multitude of other factors to shape health outcomes. Health coverage alone cannot
be expected to reverse the effects of poverty and deprivation on the health and well-
being of America’s poorest residents, but Medicaid has demonstrated over the last
four and a half decades that it is an important lever to help improve access to health
services and hopefully the health of America’s poorest children and families.

Medicaid continues to provide coverage beyond that of private insurance or
Medicare to the most vulnerable and frail in our society - acute and long term care
services for persons with chronic mental iliness or developmental disabilities; medical
and drug therapy for those with HIV/AIDS; assistance with Medicare’s premiums,
cost-sharing, and coverage gaps for poor Medicare beneficiaries and home-based
and institutional care for those with severe physical and mental disabilities that
require long-term care. In the absence of Medicaid, it is hard to envision how these

enormous societal needs would be met.

The Medicaid program has an established track record in providing the scope
of benefits and range of services to meet the health needs of a low-income
population that includes many with chronic iliness and severely disabling conditions.
Drawing on Medicaid’s experience and already substantial coverage of the low-
income population offers an appropriate starting point for extending coverage to the

low-income uninsured population through health reform.

As the nation moves forward to consider health care reform, strengthening the
base that Medicaid provides for the low-income population and those with special
health needs will help to provide the foundation on which broader health reforms can
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be built. 1look forward to working with the Committee as your health reform efforts

move forward.

Thank you.
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Figure 1
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Medicaid’s Role for Selected Populations
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Figure §
Medicaid Eligibility for Working Parents by Income,
January 2009
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Figure 7

Medicaid Payments Per Enrollee
by Acute and Long-Term Care, 2005
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Children’s Access to Care,
by Health Insurance Status, 2007
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Figure 11
Barriers to Health Care Among Low-Income
Nonelderly Aduits, by Insurance Status, 2007
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Figure 13
Per Capita Spending For Medicaid Enrollees vs.
Low-Income Privately-Insured

Bamples adjusted for health differences

i Medicaid
$2,283 8 Low-income Privatelynsured

$1,008

Adults

SOURCE: Hadiey and Holahan, "is Health Care 5

sending Higher under LSER COMM oN N

Medicaid or Privale Insurance? ™ Inquiry, Winler 200302004, M A ang e

Figurs 14

Health Insurance Status, by Race/Ethnicity:
Total Nonelderly Population, 2007

B private (Emp and Indiv B Medicals and Other Pubiie

ninsured

White Fispanie Afrivan Astand American oy or
) Armasioan Faciic ingdiand Hors Races
Honeldaerly islander  Alasks Mathve

Population . ’
sgpy  1BEY milllon 43

whlion X3 million L7 milon 43 million

8 E oM &8

MOTE: “Other Pudiie”

later soverags. Al el gros
cald a0 e Urinsured en

SOURCE: Urban 2008 Curserst Poguiation Survey.

16



153

ure $5

Distribution of Race/Ethnicity of Medicaid
Coverage of Total Population, 2007

Aslan/Pacific
istander

Black {Nor-
Hispanic)
20.8%

Twews o More

Rages
4% Americhn Hispanic
intan/Alaska 2T.0%
Mative
14%

Total = 36.4 Million

8 st tha

and the Uninsured anab

of Barh 200

5

Figure 18

Medicald Coverage Improves Access to Care

Low-income nonelderly adulte 119-64) reporiing no usual seuree of care:

i

White (Non-«
Hispanio)

50%

o
B4%

W Uninsurod
Black {Nor- Medicaid

Hispanic}

54%

Aslan

Raciayethnic mingity
Note Respordents wh

foarily (et 08} et BOCESS
carg was P eerReney reom

an whites with seme healfh ingt S,
w0 inchucid El SHRION O

arseng those ot bay Hedicald and the Uninsured

e
and



154

Figure 17

The Nonelderly Uninsured,
by Age and Income Groups, 2007
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Figure 19

Options for Expanding Coverage
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Mr. PALLONE. Thank you, Dr. Rowland, and thank all of you. I
know it is a large panel, but you covered a lot of very important
areas and we appreciate it. We now have questions from the mem-
bers and I will start with myself for 5 minutes.

I am going to start with Dr. Mullan and I am going to throw a
few things at you here. I don’t know if you will have time to answer
them all but I am very concerned about the financing of medical
education, you know, the whole idea of Medicare financing GMEs.
If you were to suggest to me that we probably should have an al-
ternative financing mechanism and not maybe even use Medicare,
I would like to hear that. But even more important, my concern is
about, you said 30 percent of the doctors are educated abroad. To
me, that makes no sense and I don’t think any effort is being made
to reverse that. If anything, it seems to me that we will probably
see a situation where more of our physicians are educated abroad,
and that makes no sense to me. You know, I talk about how I at-
tend events in my district with medical doctors who are raising
money for Caribbean medical schools rather than for UMDNJ in
New Jersey. There were reports in the media a few months ago
about foreign medical schools raising money and buying essentially
residencies at hospitals in the New York metropolitan areas so that
their students would have preference for residencies over graduates
of American medical schools. What does this all mean in terms of
the quality of physicians that so many are educated abroad, be
they Americans that go abroad or immigrants? I mean, where are
we going? Some of these schools, they seem to be opening more and
more overseas. A lot of them are private, not even government run.
I don’t know what kind of controls they have. Should we reverse
this? I am not even talking about the impact on other countries,
potential brain drain on other countries. That concerns me less.
Maybe I should be concerned about it but I am not so much. Would
you address that? Because I hear about it every day at home. I
know it is a lot to ask you but——

Dr. MuLLAN. Well, I will try to give the 2-minute synopsis on
international medical graduates and how we have gotten to where
we have gotten and what we can do about it. Very quickly, we have
chronically undertrained. We have not trained sufficient physicians
in our medical schools, and over the years we have put a lot of in-
vestment from the Congress in particular and from State govern-
ments into medical education at the medical school level in the
1960s and 1970s and this had a very good response. We doubled
the output of medical schools between 1965 and 1980. At that point
everybody said whoa, we are going to overshoot, and funding was
throttled back. Schools remain where they were. So between 1980
and 2005, we lost one medical school, a net loss of one, and the
graduating class, 16,000, 16,500, every year was the same. Mean-
while over time, the residency opportunities grew, reflecting some-
what the needs of the country, and the opportunity for inter-
national graduates who took exams like the U.S. exams, today they
take exams that are exactly the same to come and fill residency po-
sitions and then remain in practice, grew. So that today about 27
percent of our residents and 25 percent of our doctors in practice
are graduates of international schools. A minority of these, about
20 percent today, come from schools in the Caribbean, which are
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essentially designed for U.S. students to go abroad and come back
as international medical graduates. That is because the need for
medical education was not being made onshore. We didn’t have
enough placements.

Mr. PALLONE. But Doctor, should we be reversing this? I mean,
my fear is the quality is good. Is this a way for us to save money
so we should say great, let us have everybody educated abroad be-
cause the cost is less and let that burden be passed onto someone
else? Does it matter? Are we doing anything to change it?

Dr. MULLAN. The answer is yes, we should be reversing it. That
is good domestic policy. It is good foreign policy both. It gives more
opportunity to domestic students if we have opportunities for them
to train onshore and it diminishes the brain drain, which is bad
foreign policy around the world. Many governments are resenting
the fact that we are pulling their doctors here. The way it is hap-
pening and it is happening in a somewhat spontaneous fashion, is
that medical schools are now growing again, increasing the oppor-
tunities. It is estimated that the medical school positions over the
next 3 or 4 years will grow by 25 percent, and what will happen
by all estimates is, that as more U.S. graduates come out, they will
be selected for residency positions and de facto or in passing, the
international medical graduates will have less opportunities. They
will be less drawn from abroad. The problem——

Mr. PALLONE. But is that true? I mean, was this an aberration
that I read in the New York Times where these foreign medical
schools are now essentially buying residencies?

Dr. MULLAN. The foreign medical schools you refer to are the
Caribbean commercial schools that are training largely U.S. stu-
dents abroad and they did conclude—one of them concluded a large
agreement with the New York Health and Hospitals Corporation
for medical student places on their wards. It is unclear what will
happen. U.S. New York-based schools that have placed their stu-
dents there are in competition for those. Traditionally they have
not paid for them. And it will be interesting to see how that plays
out. But I think the point is, if the opportunities for practice in the
United States for international medical graduates diminish because
more and more of our positions are being filled by our own grad-
uates, that business will diminish and we will not be so reliant on
foreign graduates, whether they are U.S. citizens to begin with or
international citizens.

Mr. PALLONE. So you think we are reversing this policy and we
shouldn’t worry much about it?

Dr. MULLAN. I think we should remain concerned about it. I
think we are in a period where it is going to diminish. Now, we
should understand that the number of residency positions in the
country has remained relatively fixed. In round numbers, about
100,000 people are in residency every year, about 24,000, 25,000
new people in a residency each year. If we increase GME funding,
graduate medical education Medicare funding, we will increase the
opportunities and that will again begin to draw on the rest of the
world. So right now where the physicians are capped under Medi-
care, that is Medicare reimbursement is capped, we are not cre-
ating more residency positions so the increased number of U.S.
medical school graduates will go into a fixed number of positions,
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and by doing that it will diminish the number of international
graduates that we bring into our country.

Mr. PALLONE. Thank you.

Mr. Deal.

Mr. DEAL. Thank you.

I would like to follow up on that too. I had a constituent that I
asked him what his doctor told him. He said I don’t know, I didn’t
understand a word he said, and that is a continuing problem. I
didn’t realize the percentages were as great until I read your testi-
mony. With regard to the New York situation that you talked
about, if we are funding graduate medical education through Medi-
care and the hospitals are now entering into private negotiated
purchases of those slots, are we in effect funding slots through pub-
lic funding that are now being in effect sold to foreign medical col-
leges?

Dr. MULLAN. That is a good question. I think the answer is no,
because as I understand the agreement in New York, it is for the
training of medical students, not for graduate medical education.
The residency slots which Medicare funds remain the same. They
are filled by both U.S. graduates and international medical grad-
uates. Remember, I said we graduated about 16,000. If you add in
osteopathic medical schools, U.S. based, we graduate about 18,000
every year. We offer 24,000 internship positions, post-graduate
year one. So the difference between the 18,000 we graduate and
the 24,000 that are offered are filled by international graduates,
U.S. international graduates and non-U.S. international graduates.
As the U.S. graduate numbers rise with the 24,000 positions to be
filled, the international medical graduate numbers will diminish.

Mr. DEAL. Let me go to Dr. Harris because on a related subject
to those residency slots, you make the point that we do not have
enough residents in their post-graduate education going into the
primary care internal medicine slots. How do we correct that? Is
that something that the funding should be channeled more in the
direction of those residency slots rather than the others, or how
would you suggest we fix that?

Dr. HARRIS. Well, we do recommend that there be focused GME
funding on expanding the number of primary care spots. We feel
that you need to be attentive to that. But the answer comes when
you interview young people and ask them why are you not choosing
primary care for a career, and the answers are three. One, it gets
back to the question about medical education. You can argue that
fundamentally there is a design flaw with medical education in
that most medical schools in this country are centered around ter-
tiary care centers where most ill people in the States are sent for
their care while the most exotic illnesses are sent for very focused
care. It is intellectually wonderfully satisfying, it is a wonderful
place to spend 4 years, but there is precious little exposure to what
the majority of health care is in this country, namely outpatient
ambulatory care. So one of the things you need to do is increase
that exposure to show young people that following patients longitu-
dinally, knowing them for years, if not decades, is a pleasure. The
second thing has to do with the pace and that gets back to the no-
tion of this medical center home or funding for bundled care that
allows the expansion of the team that gives physicians time with
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their patients. Remember, 20 percent of the Medicare population in
this country has five or more chronic illnesses.

Mr. DEAL. Let me stop you because my time is running out. I un-
derstand that. I think your point is well made that the traditional
residency is in a hospital environment whereas the primary care
whereas the primary care physicians that we need to be attracting,
their practice is not going to be necessarily in that hospital envi-
ronment. We need to have a different environment in which for
them to complete that exposure. Is that what you are saying?

Dr. HARRIS. We need to increase their exposure to ambulatory
medicine during their training.

Mr. DEAL. But doesn’t that have to be done under the auspices
of a hospital that is providing the residency program?

Dr. HARRIS. Yes.

Mr. DEAL. Okay. Let me go back to Dr. Mullan just a second.

We know that NIH funding has been significantly boosted as a
result of the stimulus input. You made a statement in your written
testimony talking about the rise in NIH funding from $2.4 billion
in 1970 to $16.3 billion in 2004, and you say creating a robust cul-
ture of research at medical schools that dominates medical school
finances, faculty values and school culture. Now, with this huge in-
flux of new money into NIH, is that going to exacerbate this prob-
lem about the focus of medical schools and focus it away from in-
creasing primary care training or is it going to help it? Which way
it is, or neither?

Dr. MULLAN. Good question. The stimulus money is focused in
very practical ways and I think would probably be more practice-
friendly perhaps than traditional NIH funding but the point is well
taken, and I am not here to talk against NIH funding. I am here
to talk for balance and we need to think if our medical schools are
being endowed with enormous research money, creating a culture
that values research and specialism when the problems in the
country are generalism, we need to think about how to rebalance
that and medical schools and funding for generalist research is im-
portant as well.

Mr. PALLONE. Ms. Christensen.

Ms. CHRISTENSEN. Thank you, Mr. Chairman. I didn’t expect you
to come to me that quickly.

I thank all of the panelists as I said, for not only your testimony
today but for the work that you have been doing over the years.

Dr. Smedley, and I will probably also ask Dr. Rowland to answer,
I am an advocate of building on the public programs to expand cov-
erage but I have a concern that as we reform the system that we
don’t perpetuate a two-tiered system of care. There have been sev-
eral studies that I have seen that have shown that despite the in-
creased access that Medicaid patients have to services, they don’t
have as good outcomes. They have about the same outcomes as the
uninsured. So why do you think this is and how can we fix the
problem? And is there a role for the public plan that we are talking
about in all of this? Dr. Smedley?

Mr. SMEDLEY. Sure. First, I agree with Dr. Rowland’s statement
that Medicaid has been vitally important for low-income commu-
nities and communities of color. I have no doubt that without Med-
icaid, many more people would have suffered unnecessarily and we
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would have had many more premature deaths. By the same token,
we know there are some things that need to be fixed and so it is
important that we try to address the fact that we have tiered
health care insurance systems, and so to the extent that people of
color are disproportionately in lower-tier systems, this in itself can
be one of the many causes of health care inequality and it is impor-
tant that we take steps to strength Medicaid so that it is not stig-
matizing to be a Medicaid patient. I was sharing with you earlier
a story. I was surprised to walk into a county health clinic in one
of our northeastern States. I walked into a waiting room that was
approximately 20 feet by 30 feet, a very small waiting room where
you could your name if you were called, but yet along one of the
walls there was a sign that said “Medicaid patients only.” This was
surprising to me because it further stigmatizes Medicaid patients
and so to the extent that Congress can take steps to ensure that
all of our public plans are comparable to private plans in terms of
coverage, quality, quality incentives and performance incentives, I
think this will go a long way toward reducing that inequality.

Ms. CHRISTENSEN. Dr. Rowland, we want to make sure that the
card isn’t an empty promise. It just seems to me that when you
have a Medicaid card and another card, you know, it just opens the
door for bias.

Ms. ROWLAND. I think there are two things to note here. One is
that many of our low-income population live in medically under-
served areas so much of the discussion we have had today about
bringing more resources into that area is important. I think the
second thing to note, however, is that we can do more to make
Medicaid payment rates more equalized with the rest of the health
care system and that unfortunately as we gave States greater flexi-
bility over their programs, many of them have used that flexibility
when they need to cut costs to reduce payment rates, although we
do see States improve those payment rates whenever their re-
sources are more abundant. So over the last few years before this
economic downturn, many States moved to up their payment rates.
I think that the most important thing is to make sure that the card
provides people with access to physician services and to primary
care service and I think we should note that within the Medicaid
program over the last few years the advance of managed care and
the use of primary care networks has helped to really secure a bet-
ter access, so I do worry that in some cases the providers willing
to participate in those networks are not the same as the providers
willing to provide care to the privately insured.

Ms. CHRISTENSEN. Thank you.

Dr. Lavizzo-Mourey, thank you for the work that Robert Wood
Johnson has done, and I was really interested in the family nurse
partnership program as well as the others, but we hear an argu-
ment and we asked the CBO director, several of us did over and
over again about savings that would be realized by prevention and
you talk about a savings that you see in the family nurse partner-
ship program. Their argument is that we will spend more money
on prevention and so we won’t realize any savings and I find this
a major obstacle to getting done what we need to get done and
making the investment. How would you respond to that?
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Dr. LAvVIZzOo-MOUREY. Thank you for this question. When people
talk about prevention, they often lump a number of issues together
that really should be separated. First, you referenced the nurse
family partnership program. That is a program, for those who don’t
know, that invests in the relationship between nurses and moms-
to-be or young mothers that teaches them how to navigate the
health care system but also how to provide better health for them-
selves and their babies so it is an investment in health that hap-
pens in the community. The benefits that accrue from that invest-
ment happen over a number of years, not 2 or 3 but really over 10
to 15 years. We continue to see savings up until the child is in
their adolescence. So one has to look for the savings over a long
enough period of time, first of all, in order to really understand
whether there are savings.

Secondly, we often talk about prevention and we are really refer-
ring to clinical services, screening tests and the like, and there
frankly the results are mixed on whether it is going to provide sav-
ings. However, we do know it almost always improves health and
produces a better value, but one has to also separate from that pre-
vention that occurs at the community level, community-based in-
vestments such as reducing obesity, improving physical activity, re-
duction of tobacco use. These have been shown time and time again
in large public health studies to reduce the overall costs of care be-
cause they improve the health, and we really need to focus those
three separately if we are going to answer the question of whether
prevention saves money.

Mr. PALLONE. The gentleman from Illinois, Mr. Shimkus.

Mr. SHIMKUS. Thank you. I am going to try to be quick. It is a
huge panel. I appreciate you all coming and I apologize for being
in and out like we all have to do when there is business. Let me
ask a question, and if you can answer briefly and I will try to get
the whole panel. It depends on how quick you answer. You know,
Senator Baucus on the other side’s basic premise is Medicaid for
all, cover the uninsured. Would you support that, Dr. Smedley? We
are hearing some bad comments on Medicaid here.

Mr. SMEDLEY. I believe it was Medicare for all, if I am not mis-
taken, which——

Mr. SHIMKUS. Okay. Well, let us assume that we want to cover
the uninsured through Medicaid. Would you support that?

Mr. SMEDLEY. Well, it is important that we ensure that everyone
has comprehensive care and that——

Mr. SHIMKUS. So would you support current State-run Medicaid
system insuring the uninsured today?

Mr. SMEDLEY. I would support as broad a pool as possible.

Mr. SHIMKUS. So would you support State Medicaid programs
covering the uninsured of each State?

Mr. SMEDLEY. That is an option that can work in many States.
I am sorry I cannot give you a definitive answer.

Mr. SHIMKUS. Dr. Kitchell?

Dr. KiTCHELL. Yes, I think that Medicaid should be expanded but
I also think that we should maintain private insurance for patients
who need it.

Mr. SHIMKUS. Okay. Thank you.

Dr. KITCHELL. As we——
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Mr. SHIMKUS. That is good. I really want to go quick and I don’t
want to be disrespectful.

Dr. Sitorius.

Dr. Srrorius. I am going to second Dr. Smedley. In some States
it will work, in others it may not.

Mr. SHIMKUS. Okay.

hDr. SITORIUS. I am not answering your question. I understand
that.

Mr. SuiMKuUS. All right. That is good to know when you are on
the record because that makes a statement about the current Med-
icaid system.

Ma’am, I don’t want to butcher your name. I am sorry.

Dr. LAVIZZO-MOUREY. Lavizzo-Mourey. It is a mouthful, I know.
Our foundation does not advocate for specific plans but we do have
principles that suggest that there are a broad array of ways to, as
Dr. Smedley says, ensure that we can increase the number of-

Mr. SHIMKUS. Okay, but my focus is on Medicaid system in
States as we know today. Covering the uninsured through Med-
icaid system in States, is that a way to insure the uninsured?

Dr. LAvVIZZzOo-MOUREY. It is one way among others.

Mr. SHIMKUS. So you are not going to answer either.

Sir, I don’t see your nametag. I apologize.

Dr. MULLAN. Mullan. I would agree it is one of a number of op-
tions. It would not be my preferred option.

Mr. SHIMKUS. Great.

Dr. Harris.

Dr. HARRIS. Congressman, in our paper we felt that——

Mr. SHIMKUS. Quicker, please.

Dr. HARRIS [continuing]. Consideration should be given up to 200
percent of the federal poverty limit for covering people. That would
capture a sizable number of these people.

Mr. SHIMKUS. So you are saying yes for 200 percent of poverty?

Dr. HARRIS. As part of this overall pool of people. That will in
no way capture all of the uninsured.

Dr. BEAN. No. The benefits are wide but the pay is so low, you
won’t get participation.

Mr. SHIMKUS. Dr. Rowland.

Ms. RowLAND. For the low-income population, two-third of the
uninsured, expanding Medicare would make a lot of sense.

Mr. SHIMKUS. For the uninsured?

Ms. ROWLAND. Yes.

Mr. SHIMKUS. Okay. Let me go with this question. Would you
trade your current insurance policy for a Medicaid policy, Dr.
Smedley?

Mr. SMEDLEY. No.

Mr. SHIMKUS. Just go down the table. Dr. Kitchell?

Dr. KiTCHELL. As I said, some private insurance

Mr. SHIMKUS. Would you trade yours for a Medicaid policy?

Dr. KIiTCHELL. No.

Dr. Srrorrius. No.

Dr. LAVIZZO-MOUREY. My plan has things that Medicaid does not
have in it.

Mr. SHIMKUS. So that is a no?

Dr. LAvizzo-MOUREY. That is a no.
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Mr. SHIMKUS. Thank you.

Dr. MULLAN. No.

Dr. HARRIS. No.

Dr. BEAN. No.

Ms. ROWLAND. Yes.

Mr. SHIMKUS. Thank you. We may give you that opportunity to
do that.

Ms. ROWLAND. Medicaid has low cost sharing and comprehensive
benefits and covers a lot of services that private insurance doesn’t.

Mr. SHIMKUS. Obviously with the doctor’s question about, or your
question about someone going into a clinic, being casted as Med-
icaid only this line versus other lines, that is why I asked that
question. It is really a follow-up.

I am really involved, this is my district. I have about 14 commu-
nity health clinics. They service—Illinois services 1.3 million Med-
icaid, uninsured, Medicare and for-pay folks. It has been very suc-
cessful. When I first got elected to Congress, I had zero in my dis-
trict. Now, the benefits of community health clinics are what? The
people who practice there are protected by the Federal Tort Claims
Act. It has allowed them to provide health care to the uninsured.
Do you think that some model, talking about what happened with
Texas, what happened in Illinois, although our legislation is being
reviewed by the Supreme Court—we had medical liability reform
for my neurologist. There was a time when we did not have a sin-
gle neurologist south of Springfield because of medical liability.
Would moving on a Federal Tort Claims Act provision on medical
liability be helpful in access to care and keeping costs down? Dr.
Smedley?

Mr. SMEDLEY. I don’t know if the evidence speaks to that. Com-
munity health centers are successful not solely because of tort
issues but because of——

Mr. SHIMKUS. So you are saying that the fact that they don’t
have liability costs because they are protected, that doesn’t affect
the way they charge individuals?

Mr. SMEDLEY. No, they are—community health centers have
done a marvelous job targeting the needs of low-income and under-
served communities. I believe that is the primary reason that they
are successful.

Mr. SHIMKUS. I would beg to differ.

Dr. Kitchell.

Dr. KiTCHELL. Yes, I think community health centers are a good
idea. We have actually:

Mr. SHIMKUS. I am talking about the Federal Tort Claims Act
protection on community health centers.

Dr. KircHELL. That would help, yes.

Dr. StToRIUS. Yes.

Dr. LAvV1Zzo-MOUREY. I practice in a community health center. I
have to agree with Dr. Smedley that the reasons that they are suc-
cessful have much more to do with other issues.

Mr. SHIMKUS. Do you pay any liability insurance when you prac-
tice in the community health center?

Dr. LAvVIZZO-MOUREY. No, I do not.

Mr. SHIMKUS. Okay. Thank you.
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Dr. MULLAN. Health centers are distinctly successful for other
causes. Is the tort protection afforded to provides there useful? Yes.

Mr. SHiMKUS. Dr. Harris.

Dr. HARRIS. I simply agree with Dr. Mullan.

Dr. BEAN. Yes, it would help.

Ms. ROWLAND. I agree with Dr. Mullan.

Mr. SHIMKUS. Thank you, Mr. Chairman. I think tort issues
should be part of this health care debate. I yield back.

Mr. PALLONE. Thank you.

Mr. Braley.

Mr. BrALEY. Dr. Kitchell, I want to follow up on some of the
points you raised in your opening statement, especially dealing
with geographic reimbursement inequities. You mentioned the Geo-
graphic Practice Cost Index, also commonly referred to as GPCI,
reduced fees for physicians because of where they live. In your best
estimate, what is the differential in Medicare fees between the
highest GPCI areas and the lowest GPCI areas?

Dr. KiTtcHELL. The differential is 34 percent between North Da-
kota, Arkansas, and then the highest area is in California.

Mr. BRALEY. And then to follow up on your point, when you are
out looking to replace equipment and looking for durable medical
equipment that you use in your practice, have you found a similar
inequity of what the cost of that equipment is based upon geo-
graphic differences?

Dr. KiTcHELL. No. In fact, about 2 years ago when we decided
to buy an electronic medical record, that cost of $21 million for our
clinic is exactly the same as anywhere in the country.

Mr. BRALEY. Can you explain in further detail how it is that
these reimbursement inequities built upon a flawed GPCI formula
impact access to care in rural areas?

Dr. KiTcHELL. Well, there are some services that are not even
paid as much as the cost of delivering those services. Let me give
you an example of a cardiac defibrillator implant. The Medicare re-
imbursement for that is actually less than the cost of the device.
So the payment for the labor, the payment for the rent, the pay-
ment for all the other services that that patient needs, Medicare
pays less than the cost of that machine.

Mr. BRALEY. Now, one of the solutions that has been proposed is
putting a floor on GPCI inequities and we know that by enacting
a 1.0 floor on work GPCIs we reduce the inequity even though
there is still this 8 percent differential you mentioned in your testi-
mony. Do you feel that a 1.0 floor on practice expense GPCIs would
also decrease rural health care disparities?

Dr. KITCHELL. Yes, that would be our best solution.

Mr. BRALEY. Earlier this year I spoke in this committee about
the need for a reimbursement system that rewards quality. Can
you explain how a model system might look to provide quality-
based reimbursements to physicians?

Dr. KiTcHELL. Yes. As I said, the PQRI program is flawed. The
hospital system is doing a good job of rewarding quality. Quality
needs to be rewarded for teams, groups and systems. Quality is
team-based care. The medical home model, the bundled systems,
the shared savings, they rely upon physicians working together
with non-physicians in teams so we should be encouraging, we
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should be incenting physicians to be part of teams, groups and sys-
tems, and as I mentioned, the Middlesex, Connecticut, example is
a great example where independent physician practices have gotten
together in an accountable care organization and they have in-
creased their quality and reduced the costs of care. I think a key
point for Americans is to understand that by working together,
physicians and non-physicians working together, we can improve
quality and we can reduce costs.

Mr. BRALEY. All right. Dr. Bean, I am going to follow up a little
bit on your testimony because one thing that was noticeably absent
from your testimony was a discussion of preventable medical errors
and there has been a lot of testimony from the panel about the im-
portance of an Institute of Medicine finding relating to access to
health care but no one has mentioned the seminal Institute of Med-
icine study in 2000 and the follow-up study identifying the acute
problem of preventable medical errors and the costs they impose on
the system. So do you agree that the most effective way to reduce
malpractice costs in this country is by reducing or eliminating pre-
ventable medical errors?

Dr. BEAN. I am afraid I don’t agree that is going to eliminate the
malpractice crisis in the areas where malpractice is used or abused.
I will agree with you that the focus on preventing medical errors
is not only laudable but highly necessary.

Mr. BRALEY. Well, can you explain why the existing framework
for health quality oversight that is in place in this country primary
through the Joint Commission on Accreditation of Health Care Or-
ganizations that is hospital specific has failed to make a measur-
able decrease in preventable medical errors despite the fact that
their sentinel-event program has been in place for over a decade,
and if you take the IOM numbers of 44,000 to 98,000 preventable
medical errors resulting in deaths in hospitals every year and com-
pare that to the sentinel-event statistics from JACO which show
that on average only 300 sentinel-event reports are filed per year,
don’t you agree that there is a gross example of underreporting of
the problem and a failure on the part of the community to address
it?

Dr. BEAN. No, not at all. First of all, if you look back at the stud-
ies that were done where the 44,000 to 98,000 figures were drawn
from, these were extracted from hospital charts in about 1982 or
1983. That is almost 30 years ago. So there has been a substantial
change in hospital practices and events since then. When that ex-
traction was done, they were extrapolated from acute charts and
assumed that this was happened around the country and the med-
ical errors and negligence were equated and that is not necessarily
so at all. There are things that do happen that are not negligence
so saying that the medical liability system is going to handle—is
necessary to prevent all that is wrong. I think that the proper way
to do it is what we are doing. We are looking at quality events, and
in fact if the reporting is low, maybe that review should be done
again to see if that is the reason. Maybe there has been a change
over the past 30 years.

Mr. BRALEY. Do you think there are only 300 preventable med-
ical errors a year happening in hospitals in this country? Is that
your testimony?
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Dr. BEAN. No, I think that, number one, if you are asking hos-
pitals to report things or doctors to report things in the face of a
medical liability system where they can be sued for millions of dol-
lars, your incentive to be open is blunted considerably. Change the
liability system. Make it possible like airlines to report things with-
out being so open to suits that can run you out of practice, and we
can have a better system for finding and correcting errors.

Mr. BRALEY. Thank you, Mr. Chairman. I would just like to point
out that the reporting system I am referring to at JACO is a closed
system that is not open to the public.

Mr. PALLONE. Thank you.

The gentleman from Texas, Mr. Burgess.

Mr. BURGESS. Thank you, Mr. Chairman, and that is an excellent
point, Dr. Bean, and I am so glad you made it because the IOM
study was in fact published 10 years ago and it was from data col-
lected 20 and 30 years ago. It is high time, Mr. Chairman, we
asked the Institute of Medicine to update that study. The sentinel
reporting techniques have been around for 10 years. Maybe we
should look again and see whether we have made any progress. I
suspect we have, because even then the data from 1982 and 1983
and the data from 1992 showed significant improvement between
that 10-year span and that was not accounted for in the publica-
tion, To Err is Human.

Since Mr. Shimkus took my questions, Dr. Rowland, let me just
ask you, you described a Medicaid program that I just scarcely rec-
ognized. In my practice, it wasn’t a workhorse, it was more like a
Trojan horse and all the people got inside and then you were in
trouble. But let us think about it for just a minute. You were the
only one who answered affirmatively to changing what you had
now for what would be available in the Medicaid system. I offered
an amendment during our SCHIP debate and I may well offer it
as stand-alone legislation that would allow members of Congress
the option of entering the Medicaid system so perhaps they could
see for themselves firsthand what patients encounter. Would that
be a good idea?

Ms. RowLAND. Well, first of all, I think, sir, that you come from
the State of Texas and that Medicaid programs are different in dif-
ferent States and so one of the issues that needs to be addressed
if one is going to build on the Medicaid foundation is to perhaps
make the program more standard.

Mr. BURGESS. But we had no other member from Texas on the
panel here today but everyone declined the opportunity for taking
an adventure into the Medicaid system. I just offer that for what
it is worth. Do you think I will get many cosponsors on that legisla-
tion from Members of Congress?

Ms. ROwWLAND. I actually doubt it.

Mr. BURGESS. Yes, I do too.

Ms. ROWLAND. But I think that it does point out that the pro-
gram does need improvement as a building

Mr. BURGESS. There is no question that the program needs im-
provement and I did take Medicaid patients in my obstetrics prac-
tice, and the biggest problem I had was finding a specialist to
whom to refer a patient when she had a problem that was beyond
my scope and capabilities, and that I think really speaks to the
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problem that many primary care doctors have when they open
their doors to Medicaid patients. If they get a complicated abscess,
if they get a complicated cardiology patient, they literally have no
place to send that patient, and as a consequence they may be prac-
ticing well over their heads, and that is a patient safety issue that
really should not go unaddressed.

Dr. Bean, I want to thank you too for your comments about the
medical liability system. Texas has I think done an excellent job.
I can’t take any credit for it. I have introduced the Texas legisla-
tion in Congress. The bill number is 1468, for anyone keeping scor-
ing at home. This bill actually scores as a savings by the Congres-
sional Budget Office. It is $3.8 billion over 4 years. It is not a huge
savings. We spend trillions of dollars at the drop of a hat now. But
still, $3.4 billion to $3.8 billion means something to someone some-
where and I just offer this, Mr. Chairman, as a gift to help balance
the budget wherever it might be helpful. I will be glad to make my
modest little Texas medical liability bill available so that other
States can in fact enjoy some of the things that have happened in
Texas.

Dr. Kitchell, in my remaining time, I couldn’t help but notice
that your notes were handwritten so I assume you haven’t pur-
chased that $21 million record system that is available to you?

Dr. KiTCcHELL. We are in the process of phasing it in, yes.

Mr. BURGESS. I understand why because even from across the
street, I can tell that your partners cannot read your handwriting.
Let me just ask you a couple of questions because you have some
great testimony about the PQRI which I thought was a mistake
when our side pushed it at the end of 2006. You say it doesn’t actu-
ally reward quality it rewards reporting. There was a great article
in the Journal of the American Medical Association a little less
than a year ago. I unfortunately don’t remember the author. It was
tongue in cheek. It recommended that we diagnose liberally, don’t
be stingy with your diagnoses. If you make more people in your pa-
tient panel class 2 diabetics, your hemoglobin A1Cs are going to
look a lot better and as a consequence you are going to get a bet-
ter—your payment is going to improve. You reward, you incent the
wrong type of behavior when you go down the PQRI road but I do
wonder, and you have the statement that there are methodological
problems, are these fatal flaws or could these be corrected? And of
course, one of the biggest problems with PQRI is, we didn’t pay a
darn thing for anyone to gather the data. It was more expensive
to try to participate than any bonus that you would get at the out
end on PQRI but are the problems inherent in PQRI, are they so
fatal that the program cannot be salvaged and we just need to
move to a different scheme?

Dr. KiTCHELL. Let me just preface this slightly. The American
Medical Association physician consortium for performance improve-
ment is developing measures of quality so we cannot only measure,
we can reward quality. The AMA should take a lot of credit for de-
veloping this. They have taken the lead in measuring and reward-
ing quality. The PQRI program has chosen to use individual meas-
ures. The consortium is now working on more team and system
measures. That is where I think we need to go. The problem with
the individual measures as a physician, we don’t want to be
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profiled. We don’t want to be tiered. We don’t want to be rated in-
dividuals because our patients vary. Sometimes three physicians
are seeing one patient so who gets the credit, who gets the blame.
That is an attribution problem. So these individual measures con-
tinue to promote fragmentation of care rather than coordination of
care by teams and systems. We need to think about how we deliver
care and we will do better with raising quality, giving patients
safety, improving the value of their care if we measure by teams,
groups and systems. So my proposal would be to change the focus
of PQRI to get away from reporting. Let us do measures. And we
have some composite measures now and some groups, accountable
care organizations are willing to be accountable for quality and for
cost. It is time we allowed those groups of physicians who are will-
ing to be accountable for quality and willing to be accountable for
their costs to let them do that.

Mr. BURGESS. Are these along the lines of the physician group
practice demonstration model that CMS has been doing?

Dr. KITCHELL. Yes.

Mr. BURGESS. And I would——

Mr. PALLONE. Dr. Burgess, just one more and then——

Mr. BURGESS. I would very much favor us considering in the
Medicare system, which is a federal program, if a group practice
is under that accountable model, to allow them, allow that group
for their Medicare patients coverage under the Federal Tort Claims
Act and I think we can go a long way towards pushing what is I
think a very effective policy and getting doctors to buy in, and I
will yield back the balance of my time.

Dr. KiTcHELL. Can I just——

Mr. PALLONE. You can answer.

Dr. KiTCHELL. One last comment, and just so you understand,
the physician group practice demonstration project also included
independent physicians. They were not a group, a formal group.
They were independent practicing physicians and they got together
in groups.

Mr. PALLONE. Thank you.

The gentleman from New York, Mr. Weiner.

Mr. WEINER. Thank you, Mr. Chairman.

Some of my colleagues on the other side have been engaged in
a furious process of erecting straw men and then burning them
down. So let me just clarify a couple of things with your help. First
of all, my understanding is, the proposal by some is Medicare for
all, the idea being that it is a model that people are somewhat com-
fortable with. It is in some interpretations this problem with this
debate is that some people have gotten stirred about the idea of so-
cialized medicine, forgetting that in fact what the social compact in
Medicare has been with the exception of problems with cost reduc-
tion and things that need to be fixed, it has been a success that
people appreciate. The other false choice that has been offered to
us is the idea that not whether Members of Congress should be of-
fered Medicaid but whether Medicaid citizens should be offered
what Members of Congress have. That is the choice that we con-
front. What we are trying to do is trying to take programs that are
obviously deficient and replace them with models that work better.
So perhaps my colleague from Texas should offer legislation offer-
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ing anyone on Medicaid the same plan that Members of Congress
have. That would truly be a constructive step forward. It is the
premise of our entire discussion that the Medicaid system doesn’t
work very well and it doesn’t treat people as well as it should or
treat physicians the way it should or reimburse States the way it
should. That is a given, and to set the straw man up that, oh, well,
we have to have Medicaid for everyone, wouldn’t that be a terrible
thing, yes, it probably would not be anyone’s desired outcome and
I don’t think any of the collective wisdom of the panelists would
suggest that that is the seminal question despite the somewhat
overly yes, no, get your answer ready kind of inquisition.

Let me just now ask a question, if I could. It strikes me that
Medicaid is a pretty good deal for hospitals and physicians when
compared to no insurance. We actually have an experience in New
York City that when there is a Medicaid patient coming in the
door, a lot of the hospitals in New York are gleeful. At least they
have someone with some kind of coverage, some kind of predictable
repayment, some kind of a process that they know that they are
going to get compensated. So yes, Medicaid looks pretty problem-
atic to a lot of physicians except when compared to what a lot of
people have, which is no coverage at all. But I want to ask a ques-
tion about the impetus to get more physicians to go into primary
care. It seems to me that the market is not functioning efficiently,
that while there is a demand for more of those, while there are
more hospitals that are looking and more of our system seems to
want it, it doesn’t seem like the incentives are getting built in prop-
erly. As we figure out how to contract the incentives differently in
the context of a national health care plan, should we be saying we
will pay you more? Should we be saying we will pay more of your
medical education if you go into primary care? Should we say we
are going to penalize you if you decide to be a dermatologist? I
mean, what would be the model if we are going to start from
scratch which to some degree we are. What would be the model
that would be—and Dr. Mullan, you were the one who I heard
speak most articulately about it. What do you think that we should
be doing to structure it so that being a primary care physician
seems like a better deal?

Dr. MULLAN. I think the important thing to know is unfortu-
nately there is not a single prescription, a single diagnosis and sin-
gle prescription here, and it is along this continuum. I think there
are things that need to be done in the pipeline. There are things
that need to be done in practice. And as you rightly observed, the
market is not working. The market is not calibrated in practice to
support people very well in primary care and that is a financial
matter in terms of reimbursement. It is also a structure model in
terms of the hamster in the maze or hamster on the runner-type
environment that has been created by the need to churn out as
many patients as possible simply to pay the rent. So the restruc-
turing of primary care with incentives from federal payers as well
as others will be hugely important to creating a primary care envi-
ronment which is attractive to make the market better. But if you
don’t have the pipeline geared to do that, you will have ill-prepared
people coming and therefore the investments, Title VII, how do
we—what do we do about the medical school environment, the cul-
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ture to make it more friendly to primary care, community medi-
cine, ambulatory care and the like, and with graduate medical edu-
cation how do we get more people training in those areas with very
heavy federal investment in that area.

Mr. WEINER. Can I squeeze in one more question? Is there a
whole different tier of health care that we maybe need to create on
the preventive side, on the diagnostic side, on the nutritional side,
on the testing side? I mean, should we not think about maybe hav-
ing kind of clinics or mobile things or something that go out and
find people before they would go and—who might be disinclined to
go into a doctor’s office or a hospital? You know, we have a whole
collection of senior centers, for example, in New York City that
seem like a perfect place to kind of capture people, you know, in
a non-medical—I don’t know exactly what I am describing. I guess
it is something before even primary care, you know, to kind of be
a gateway thing that would—you know, we seem to all worship at
the altar of getting people early, doing more diagnostic, nutrition,
all these different things, but should we maybe just think about a
non—I know it is tough asking, you know, a panel of doctors, but
should we be thinking about maybe an extra medical type of struc-
ture that grabs people in a way that maybe gets them to do the
things that might keep them out of even primary care? I don’t
know who is best equipped to answer that.

Dr. LAvizzo-MOUREY. I will make a couple of points and I am
sure my colleagues will as well. One of the things that we know
about improving the health of people is that if you can take inter-
ventions to where they live and work and learn, you can do a much
better job of improving their overall health. We have learned this
through school-based health clinics. We know it through commu-
nity-based investments in prevention, some of which I have ref-
erenced before, investments in increasing people’s physical activity,
reducing obesity and so on. So I would agree with you that there
is an investment that needs to be made in going to where people
actually spend the bulk of their time, which is not in a doctor’s of-
fice or a health care setting.

The other point I would like to just make is that we have talked
a lot about reimbursement and adjusting that. We haven’t really
talked about the ways in which medical practice has changed and
needing to keep up a reimbursement system that mirrors that. Pa-
tients want to get care, not visits. They want to get phone calls,
e-mails and other ways to allow them to manage their own care
outside of a doctor’s office. We don’t really have a reimbursement
system that encourages and incents that.

Mr. WEINER. Thank you.

Mr. PALLONE. The gentleman from Georgia, Mr. Gingrey.

Mr. GINGREY. Mr. Chairman, I thank you. I just want to say be-
fore I get into the questions that this straw man scenario that my
friend from New York said we Republicans have adopted has been
taken to perfection by the Democratic majority including President
Obama, and I think it is probably time for both sides to stop doing
that as we work in a bipartisan fashion to try to solve this health
care reform issue. It is hugely important, and I think we can do
it. I sincerely believe that we can do it.
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With that, let me turn to Dr. Bean actually. Dr. Bean, in your
testimony you noted in his health care reform white paper, Senator
Baucus acknowledged that the current legal environment leads to
the practice of defensive medicine. That was his quote. I would like
for you to elaborate on what constitutes defensive medicine and
discuss the costs associated with this practice. If you remember,
during the debate between former President Bush and candidate
Senator John Kerry, in one of the debates that was brought up,
and Senator Kerry said well, you know, the actual premium cost
of malpractice insurance is although high for the individual doctor,
not a significant number, but that is not the real cost and I wish
you would explain to my fellow colleagues on the committee and
those in the room what the real costs are in regard to that.

Dr. BEAN. Mark McClellan did a study back in the 1990s, I think
it was. The Health and Human Services used that as a basis of a
2003 study and found that the excessive tests prescribed to be cer-
tain and protect yourself from liability would cost at that time
somewhere between about $45 to $129 billion. Now, that updated—

Mr. GINGREY. Per year?

Dr. BEAN. Per year in the health care system. That updated
today would be about $170 billion, and the study is debated but I
think it is difficult truly to tell what is in the back of a doctor’s
mind. There is the diagnostic thing but there is the fear that is lin-
gering in the back that if you don’t cover everything, you are sub-
ject to unmerciful liability, unprotected liability. If this were taken
care of, I think there would be a substantial reduction. The other
issue about the premium, it is quoted to be a half percent of med-
ical costs. Of course it is trivial because it is just a small proportion
of doctors with population sustaining it. It is that bigger cost, if it
is a cost issue that can be saved.

Mr. GINGREY. Dr. Bean, thank you, and I am going to turn now
to Dr. Harris because I actually back in 2005 when I introduced
liability reform, tort reform here in the House, I got a letter from
American College of Physicians and it said of course supporting my
position on medical liability reform legislation. The American Col-
lege of Physicians stated that there is “strong evidence that the
health care liability crisis resulted in many patients not receiving
or delaying much-needed medical care.” Dr. Harris, could you
please explain to us how the medical liability crisis has negatively
impacted access to needed medical care for millions of Americans?

Dr. HARRIS. Well, I think that gets to the point that Dr. Bean
was making and whether there is an element of apprehension
about doing things by virtue of the threat of malpractice. I mean,
it is our belief that liability reform should be part of this large ef-
fort to reform the health care system in this country, and as you
know, we favor putting a cap on non-economic damages but we also
think that in the middle of all this there needs to be some thought
and look at the potential for other options. As you are all aware,
the testing of expert courts is one that has been considered, but be-
fore making such a momentous step, we would applaud looking
broadly to see what are the other options.

Mr. GINGREY. Thank you, Dr. Harris.

And in my remaining time—Mr. Chairman, remember I did
waive my opening statement—Dr. Rowland, in your testimony you



172

talked about the Medicaid program and that you recommended
maybe Medicaid as a platform for extending coverage to the 45 mil-
lion or so uninsured and maybe not quite that many who are
underinsured. You know, when I practiced, I can tell you that there
is a bias against Medicaid recipients. Of course, some doctors won’t
even accept Medicaid because of the low payment, but even though
they do, I think that there probably is a stigma, and certainly if
we use the best Medicaid program in the country, of course, all 50
are different but if you took the best as the model to offer to those
who are uninsured, how do you get beyond that stigma? Maybe in
the brief time, I guess I have at least another minute, for you to
respond to that question?

Ms. ROwWLAND. Thank you. What we have seen in the implemen-
tation of the CHIP program as a companion to Medicaid and many
States restructured, renamed their Medicaid program and tried to
eliminate some of the stigma attached with it being a heritage pro-
gram from the welfare days and have found that in Connecticut,
for example, the HUSKY program was very popularly received and
people didn’t distinguish it. When we do surveys of the individuals
who have uninsured children and ask them about access to public
programs, they say they would enroll if they were eligible. They
aren’t always aware that they are eligible and perceive these pro-
grams to be a good program. I think the other point though that
one has to make is that when we look at all the survey research
over the years, Medicaid and private insurance do relatively the
same in terms of access to care and access to care measures for the
populations they serve always far better obviously than being unin-
sured. So while we have a provider participation issue and that
could be corrected obviously by improving the way in which pro-
viders are paid and we have a primary care delivery system now
that is being used in many States to promote better care, it is im-
portant to really look at the overall structure and eliminate some
of these State-by-State variations so that it is a better base pro-
gram for those low-income individuals for whom private insurance
with high deductibles and large amounts of cost sharing may not
be adequate, but especially for the population that Medicaid now
serves, those with severe disabilities and chronic illness where the
scope of benefits for Medicaid is equally important to the fact that
it has low levels of cost sharing. So I think you really need to look
at the population being served. And finally, I would say you also
need to recognize that Medicaid is far more than a health insur-
ance program and that the majority of its dollars are spent on long-
term care and assistance to the elderly and people with disabilities
that go well beyond what we are talking about in terms of the fed-
eral health insurance benefit plan or any other private health in-
surance plan.

Mr. GINGREY. Dr. Rowland, thank you, and Mr. Chairman, thank
you for your indulgence.

Mr. PALLONE. Thank you.

Ms. Capps.

Ms. Capps. First of all, let me thank the panel for your persist-
ence and endurance, I guess, with this long morning, and I was
called many other places but I couldn’t miss coming back to ad-
dress your statement, Dr. Lavizzo-Mourey. Thank you for high-
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lighting the role of nurses and our nursing shortage. It is not the
only topic on the table but it is often not on the table so I want
to thank you for being here and to present that large element in
health care. In your written testimony you mentioned the need to
increase the number of nurses with baccalaureate degrees to create
larger pools of nurses who would qualify among other things for ca-
reers in teaching. What efforts do we need to do? I would like to
really zero in on this, and then one other topic, school-based health
clinics that I know you are very good at as well to bring to our at-
tention and get on the record here. What efforts need to occur at
the federal level to increase the proportion of nurses with this level
of education?

Dr. LAviZzzo-MOUREY. One of the key issues is funding for schol-
arships and other financial aid programs for nurses at the bacca-
laureate level and for nurses who are transitioning from associate
to baccalaureate. We know that these programs over the last 20
years have decreased and in the past have been a major source of
financial support for nurses and I would encourage every effort to
be made to enhance those.

Ms. CAppS. Thank you, and it is so clear that given the cost-of-
living increases, we have less money from federal dollars in nurs-
ing education today than we did in the 1970s, and with our short-
age, this is something I hope we can do our part in remedying. Of
course, recruitment and financial aid is one piece of it. Retention
is another. You mentioned, I would love to have you explain a little
bit more for all of us, the need to retain newly licensed nurses at
the bedside and particularly the work of the Robert Wood Johnson
Foundation in the area that you are calling Transforming Care at
the Bedside project. Briefly describe this because I still want to get
to school-based health clinics so that we can understand that this
is a very important example and there are other examples as well
as to how we can keep nurses engaged in the delivery of health
care.

Dr. LAVIZZO-MOUREY. One of the things we recognize is that the
pipeline for nurses entering the field is being eroded by the number
of nurses that are leaving the field and these are often among the
most experienced clinicians and they have demonstrated, particu-
larly when they are trained at the baccalaureate or above level,
that it decreases medical errors, poor outcomes and the like. So ef-
forts that will enhance the retention of experienced nurses will di-
rectly impact the shortage.

The program that you mentioned, Transforming Care at the Bed-
side, really focuses on trying to develop a cadre of nurses who un-
derstand the needs at the bedside and can make changes at the
nursing level but then also disseminate those changes throughout
the hospital and to other hospitals that empower nurses to do the
best for patients, improve the patient centeredness and in the proc-
ess improve the quality of care. So it really speaks to the issues
that nurses often give for leaving the profession or leaving a par-
ticular institution that are non-financial, that is, not being able to
deliver the quality of care that they feel they were trained to de-
liver. That is really the core issue that Transforming Care at the
Bedside addresses.
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Ms. Capps. It is very important, thank you, that we have this in-
gredient really strong front and center in our efforts to reform
health care delivery. One other thing, you mentioned the work of
the Robert Wood Johnson Foundation in addressing health care
needs of our Nation’s children by investing in school-based centers
across the country. I have long felt this. It is not just a bias be-
cause I have been a school nurse for so many years. Families trust
their neighborhood schools. They will come there, not just the
schoolchildren but the whole family. That is a good place to deliv-
ery care and we should be thinking about this as a cost-effective
means and I would like to have you address it, because one of the
problems is—and I know this very personally—is the shortage of
school nurses and others. Nurse practitioners can deliver great care
within the school setting but that is exactly where we are short
supply.

Dr. LAviZZo-MOUREY. Your points are very well taken. There are
1,500 school-based clinics around the country and they have dem-
onstrated that by providing care in the local environment, the
school is a local environment, it is a trusted area that is close to
where people need to get care, you can improve mental health serv-
ices, you can improve primary care services and other services that
the children and, as you mentioned, their families would not other-
wise receive. So these are cost-effective ways of delivering care in
the community that addresses, I think, some of the issues that Dr.
Smedley was mentioning. People need to be able to get care close
to where they live.

Ms. CApps. Thank you, and I only wish I had time to ask some
of the others on the panel for your thoughts because it seemed like
I picked the one person who talked about nurses but I think there
might be other agreements among the panel members that these
are areas that we should rightly pursue. Thank you very much.

Mr. PALLONE. Thank you.

The gentleman from Maryland, Mr. Sarbanes.

Mr. SARBANES. Thank you, Mr. Chairman. Thanks to the panel.
Congresswoman Capps, you needn’t have worried that the topic
won’t be continued because I am going to ask you the same ques-
tions, particularly about school-based health clinics. It is great that
we have 1,500 school-based clinics across the country but that is
a complete drop in the bucket in terms of what we could use them
for, and Representative Weiner introduced this concept of sort of
creating a different kind of infrastructure for delivering certain
kinds of care. I am very interested, and the school-based health
clinic falls right within this, in the concept of place-based health
care, and I think you addressed this, but let us go where people
are. I mean, we can walk down the hall here and there is a clinic.
There is a nursing station suite that we can stop into and it makes
perfect sense to have those resources on site where you can capture
certain populations. It is so obvious to me and clearly other mem-
bers of the committee as well and members here in Congress that
our schools represent a huge opportunity to do this. I practiced
health care law for 18 years but for 8 of those years I was part
time as a health care attorney and part time working 20 hours for
the State superintendent of schools so I was in schools, and of
course what I kept seeing was the impediments to education that
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were represented by the health status of so many of the students
and the need they had to get these services.

So I would like any others who would like to join this conversa-
tion to talk about this concept of place-based health care, and we
can we also view it—I would like you to speak in terms of address-
ing the workforce issues, internships, residencies and other things
that are associated with those structures, and I would add as well
the concept of medical home which is typically talked about when
you are addressing the individual’s care but I think we should be
thinking in terms of the medical home for certain communities, so
in other words, the medical home for a school is that clinic. The
medical home for a naturally occurring retirement community
where people are aging in place, you know, in significant levels
would be a clinic. In the school, it could be a clinic that is being
staffed by not just nurses but pediatricians so you can get the
workforce issue there. In a clinic where people are aging in place,
it is a way to expand the geriatrician workforce, et cetera, et
cetera. So speak to place-based health care as really potentially
being a revolution in the way we address a lot of these needs and
the public health needs. Anybody who wants to jump in?

Mr. SMEDLEY. Congressman, I would just echo your thoughts. A
focus on place and on communities can help us to really think more
creatively about how to prevent illness in the first place and as a
result lower health care costs. The examples that Representative
Weiner gave of beginning to emphasize prevention are critically im-
portant. One of the things that we haven’t talked about is good
community-based primary prevention. A recent report by the Pre-
vention Institute showed that if we invest just $10 per person per
year for 5 years, we can save $16 billion in health care costs by
helping people to avoid illness in the first place.

Mr. SARBANES. Anyone else? Yes.

Dr. HARRIS. The American College of Physicians I don’t believe
has policy per se about community-based clinics. However, obvi-
ously the notion of primary care physicians in schools, pediatricians
and then the family practitioners and internists in settings in adult
settings, we have said that the patient-centered medical home is
not the only solution, that we may need to redefine, and the ulti-
mate product will be quite different and perhaps along the lines
that you are suggesting.

The last point which I believe is relevant to this is what was al-
luded to, the role of nurses or nurse practitioners in this outreach
program. The American College of Physicians met with much of the
leadership of the nurse practitioner community last July to talk
about we can work collaboratively to try and expand in this team-
based concept, and Mr. Sarbanes, as you may be aware, we just
published a paper in which we felt that this Medicare demonstra-
tion projection with the notion that homes may in certain areas be
headed by a nurse practitioner, not necessarily a physician, obvi-
ously within the scope of practice of nurse practitioners, but it does
get to the idea that the end product of this discussion will probably
be a very varied set of options and not one simple solution to our
health care needs.

Mr. SARBANES. Thank you all. The other day I was thinking
about which level of schools is it most important to have these
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health centers in, so elementary, you think about elementary and
it is obvious why you should have that kind of resource there. Then
you think about middle school and it is absolutely obvious why you
would need it there. And think you think about high school and it
is beyond obvious why you would need it there. So 1,500, like I
said, it is a starting point and we also have to make sure that the
financing mechanism for these centers is one that is not subject to
the typical way education gets funding because then they will just
sort of come and go depending on the situations that the schools
face. So anyway, we will continue to pursue this topic. Thank you
for your testimony.

Mr. PALLONE. The gentlewoman from Florida, Ms. Castor.

Ms. CASTOR. Thank you very much.

Just picking up on what Mr. Sarbanes and Ms. Capps were say-
ing, I want to ask a quick SCHIP question. Years ago the precursor
to SCHIP started in Florida under Governor Lawton Chiles. It was
conceived early on as making it as easy as possible for parents to
enroll their children in health insurance when they started school,
when they started the school year. Unfortunately, in the inter-
vening years the political leadership in Florida changed and folks
there saw enrolling kids as a cost rather than an investment and
we lost a lot of ground and we lost that link between the start of
school and signing up children for health insurance, making sure
they got their checkups and immunizations. Are States across the
country, do other States still have that link?

Ms. ROWLAND. Many states really use and the Johnson Founda-
tion has helped to promote through its Covering Kids initiative the
first day of school as a real day to try and alert parents to the fact
that their children may be eligible. There is more than can be done
to use the schools as an enrollment facility and to simplify the en-
rollment but it has been one of the main outreach focuses for many
of the States in their efforts to enroll more children and I think it
is a very critical place in the community for people to come. One
of the things I was going to note is in New Orleans where Katrina
destroyed so much of the health care system, they are rebuilding
it community by community and using the schools as really the
focus for where they put their clinics and for where they organize
their services which will also help contribute to more people being
able to gain access and participate.

Dr. LAVIZZO-MOUREY. I would just add that there are other ways
for people to find out about SCHIP but there are other areas, other
locations where people naturally gather than can be used to in-
crease enrollment and tying enrollment to other kinds of services
like school lunch programs and the like, makes it easier for parents
to make that linkage and not have to go to extraordinary ends to
actually get enrolled and stay enrolled.

Ms. CASTOR. Yes, I was surprised to learn when I had my local
housing authority director paying a visit on a totally separate topic,
he said back a few decades ago the housing authorities used to
have very expansive clinics in some urban areas. That makes a lot
of sense. In my urban county in Tampa, Florida, it is Hillsborough
County, it is about 1.2 million people, about 15 years ago there was
a fork in the road. They were paying for very expensive care in our
emergency rooms out of property taxes. I said there must be a bet-
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ter way, and said instead, let us shift from property taxes to a dif-
ferent revenue source. We would take a half-cent sales tax and de-
velop this collaborative effort with the hospitals and doctors and
community health centers and have established a number of neigh-
borhood clinics that really out in the neighborhoods. Some commu-
nity health centers and then other hospitals have their own clinics
where their doctors have to take turns and teaching hospitals, a lot
of the residents from the University of South Florida are there, and
it is a model program, and I know there are some other models in
San Antonio and I believe in Oakland. How do we—as part of this
health care reform effort, how do we incentivize these commu-
nities? What is going to be the role? I don’t want health care re-
form to happen in a vacuum. There are some good things going on
out in the world.

Dr. LAVIZZO-MOUREY. I am familiar with some of those programs
because our foundation helped fund many of them, and I think be-
fore I address the issue of incentives, let me just speak to one of
the major disincentives that was operational in many of those pro-
grams. They were, as you say, locally generated, addressed the
needs of the local population but many of them found that they
could not sustain themselves because the base was not large
enough to cover the costs of people’s insurance and health needs
over a longer period of time, and that is really one of the things
that has made us favor federal programs that can ensure that
these locally generated programs actually have the funding base to
provide care not just in prosperous times but also in times when
the community is not as prosperous.

In terms of the incentives, I think one of the things we saw in
putting out applications for these kinds of programs is that commu-
nities do know the kinds of services that they need and they will
come together and organize to provide those kinds of services, so
I think that providing that kind of a mechanism is going to be a
valuable incentive.

Ms. CASTOR. And it takes money. The administrative costs are
very low. They aren’t any HMOs involved. It is administered by the
county and the hospitals love it because they are getting com-
pensated for medical services that otherwise would go uncompen-
sated and charity care. But if you have some other ideas and exam-
ples of communities that have programs like that that are working,
I would appreciate it.

Thank you, Mr. Chairman.

Mr. PALLONE. Thank you. I think that concludes our questions
but I really want to thank you all for being here today. I know it
was a large panel, it covered a lot of things, but it was very worth-
while in our efforts to put together reform legislation. The way it
works, you may get additional questions in writing and then we
would ask you to respond in writing, I think within the next 10
days or so. But again, thank you for your input. As you can see,
there is really a lot to cover here but we are determined to move
forward with reform this year.

So without objection, the meeting of the subcommittee is ad-
journed.

[Whereupon, at 1:10 p.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]
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BLUNT STATEMENT FOR E&C SUBCOMMITTEE ON HEALTH

MARCH 24, 2009
Mr, Chairman,

Thank you for holding this hearing on improving access to health care.
There are a variety of barriers that can prevent access to care.

An important issue to consider when discussing access issues is medical
liability reform. In many areas around the country, doctors are simply unable to
afford their medical liability premiums. Small practices cannot afford to stay in
business when they have to factor these fast-rising premiums in with other
overhead costs. This has forced doctors out of practice or into lower-risk
disciplines, which can cause provider shortages. This can especially affect rural
areas that might already have difficulty accessing health care. According to the
AMA, many states’ premiums have more than doubled over the course of a few
years. In my own state of Missouri, lawsuit reform was enacted in 2005. From
2005 to 2006, total claims against doctors fell 61 percent. Since that legislation
was passed and signed into law, doctors have seen claims drop by more than 70
percent. The reduced amount of lawsuits has provided hospitals and practices
significant savings that they can use to invest in improving patient care. For some
this might mean investing in health IT, while others may need to hire more doctors
or buy new, updated equipment. The bottom line is that Missouri doctors now

have more resources to take care of other Missourians.
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As we work to ensure increased access to Americans, we also need to make
sure that we are protecting those that currently have coverage. Iam concerned that
a government-run plan option would threaten those that already have private
coverage through their employers. A study conducted by the Lewin Group in
December found that almost 120 million Americans would lose their private
coverage if a government plan was put into place. Introducing a new government-
run plan into the mix is simply a slower path toa single-payer system as the
government will eventually force out other competitors.

I’m hopeful this subcommittee can find ideas and solutions to help improve
access to quality care. Ilook forward to working with you Mr. Chairman, with Mr,
Deal and the subcommittee, as well as my colleagues in the full committee to

achieve good policy in a bipartisan way.
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Ahmed Plastic Surgery

Noor Ahmed, M.D., FA.C.S
(Certified, American Board of Plastic & Reconstrisctive Surgeons, Inc.)

2 Memorial Dr., #104 * Alton, IT. 62002 1224 Graham Rd., #3002 * Florissant, MO 63031
(618) 465-6401 Fax 465-0411 (314) 837-8400 Fax 972-0402
E-mail address gewlook@plastics tions.c
www . plasticsurgeryoptions.com

March 19, 2009

TO: Congressman John Shimkus

FROM: Noor Ahmed, M.D., President
Madison County Medical Society

RE: Medical Malpractice Reform

As & 30 year practicing surgeon in Madison County, TL, I can tell you malpractice cost are not at all
a smiall cost in the overall health systerm as the trial lawyers might like you 1o believe,
They are the major problem. :

When I started practicing medicine, in the same location, 30 years 2go my malpractice premium with the
same insurer was $10,000 a year, Today, my premium is just shy of $100,000 asnualty.

You must also factor in the maipractice/Jiability cost paid by the hospital or surgery center, the lab and
physicians who read the pathology results, radiology and thesiologist, as well as other ancillary
providers that might get involved Vike physica! therapy, home health care, the pharmacy and even the
merafacturer of a product or device that may have been vsed,

One must also consider how these additional cost then funnel down to an employer trying to provide group
heaith insurance. How many of our factories have gone belly up with one of the primary reasoms being the
high cost of provided group health care. When you put it all together it snow balls into monuinentat
numbers that must be curtailed or the cost will escalate and quality of our healthcare system will erode.

's 3 fact that a5 2 mothod of seif preservation physicians p d ) icine or may be forced to
do more or less, a3 the case might be, b our ity has lost oar specialist, family practiti
ete.

1f what we are doing now were the snswer, or if doctors just needed to improve quality of care as John
MeDonough, a top health adviser to Senator Edward Kennedy told 2 group of urologist this week, we
surely would see @ strong sorrelation between the increase of malpractice cost and the decline of
moasurable malpractice but we don’t.

Malpractice is a real thing; mistakes are made......, but it cennot be improved by allowing the cost of

Tpractice to nue to escalate. Most medical are positive, Medicine is an mexuet science
and there are a myriad of variables, . 4 reduction in adverse events and ovtcomes ¢ag only come through.
eduestion, sharing of experiences among peers and coritinued education of heath eare providera and
patients alike, ‘ .

The sad thing is that most feel it is the doctors and trial lawyers who have the most at stake. 1t's reaily the
patient. Linda Lipsen, senior vice president of public affars at the American Association for Justice says,
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“changing the legal systern will not make anyone healthier or save one life.” I respectfully disagree. It
would put us in a position of spending more money for the healthcare of those whe cannot atford it;
perhaps getting us to President Obama’s goal of every citizen having good health care, doing more
research, practicing preventive, proactive medicine rather than reactive, defensive medicine.

Msjor malpractice reform with bipartisan support should be the starting point of our country's health care
overhaul.

na/sth DBNR.
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FROM : FAX NO, @ 6184672595 Mar. 18 2009 B5:41PM Pl

From: Robert F. Hamiltop, M.D.

4003 Stoneledge Court

Godfiey, IL 62035

Fax # 618-467-2595

Illinois State Medical Soctety District 6 Trustee
To: Hon. John Shimkus

Fax#: 618-344-4215

Fax#: 202-225-5880

Dear Congressman Shimkus:

1 am writing this letter to emphasize the effect that unrestrained medical
malpractice litigation has on the availability and cost of medical care. After practicing
general and vascular surgery in Alton, liinois in Madison County for thirty years, [ have
gained considerable insight into the problem of litigation abuse.

Injured patients should have the right to seek compensation commensurate with
their economic loss, However, allegations in suits filed in Madison County often bear
little resemblance to the actual events that occurred in the treatment of the patient. The
most important stimuli for the filing of such lawsuits are potentially excessive non-
economic awards for the patient and enormous fees for the plaintiff's attorey. A $1
milllon economic injury may result in a non-economic award of $10 million, or even $20
million.

Most medical malpractice insurance companies left Jilinois in 2002 because of
litigation abuse, and those remaining were forced to raise their insurance premiums for
physicians, especially in high risk areas like Chicago-Cook County and Madison and St.
Clair Counties. As a result, the latter two counties lost 170 physicians between 2002 and
2004 through carly retirement and relocation. Many of the remaining physicians had to
become hospital employees in order to have medical malpractice coverage. I know one- .
superb general surgeon whose premium reached $195,000 before he became a hospital
employee.

Plaintiffs’ attorneys blante the insurance companies. This is absued, If that were
the case, the companies wouldn’t have fled the state, leaving primarily the physician-
owned Diinois State Medical Insurance Exchange Mutual to cover physicians.

Threat of litigati an inestimable amount of the practice of defensive
medicine. After years of practicing under this kind of threat, defensive medicine has
become ingrained, subliminal and sometimes cven irrational.

1 hope these cornments will assist you in your efforts in Washington. [ am also
faxing a Letter to the Editor by Madison County Medical Society President Dr. Noor
Ahmed and me to the regional newspapers regarding possible overtum of the 2005
malpractice tort reform law by the Illinois Supreme Court, T have been active in this arena.
for 35 years including numerous newspaper articles and appearances on several radio and
televisions broadcasts, including the Lehrer News Hour. If I can be of any assistance, -
please don’t hesitate to ask..

Gt B,

Robert F. Hamilton, MD.
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Subject: Shimkus letter

-—e-e-- Forwarded message v

From: Phillip Johnson

Date: Sun, Mar 22, 2009 at 2:46 PM

Subject: Shimkus letter Al Tam in Rome without a fax please forward
To: Allen Adomite

Dear Congressman Shimkas:

T am writing in support of your efforts to bring to your congressional colleagues the news that the cost of
medical malpractice is still an issue.

It was only about five and six years ago that southern [llinois witnessed the exodus of physicians from our area
due to the escalating costs of insurance. This was a direct cause of the escalating awards and settlements in
malpractice insurance cases against doctors hospitals.

The rates have stabilized because of the changes made then, and this has allowed physician services to be
restored. If our elected leaders do not continue to guard these legislative changes, the trial lawyers will only too
quickly take us back to the days of escalating malpractice settlements and awards, and lead us again into
another round of rising insurance rates, and departing doctors.

Even though the state insurance rates have remained stable at the state level, the insurance rates for our rural
county are slated to jump this July due to higher than expected insurance pay outs attributed to doctors in our
county. Ihave personally never lost an insurance claim against me. I have not had a claim against me in over -
ten years. But my rates are slated to increase due to the insurance companies experience in our county over the
past few years. That is the nature of insurance. The statewide news of no increase in insurance does not reflect
the reality of any one county.

There is a very fragile balance now in medicine with our insurance rates. The family physicians of our county
continue to provide obstetrical care to the women of our county and area. That includes a significant portion of
women who are on public assistance. It will not take too many rate hikes before those of us providing
obstetrical care in our rural county say enough is enough, and that we will not continue to provide high risk
services. Then the women of our area, many who can least afford the cost of travel, will be in a situation of
needing to drive forty to sixty, or more miles for care. When access to care for pregnant women decreases the-
outcome doés also.

Now is not the time to decrease our protection of physicians trying to stay in medicine, and provide high risk
care to people with high risk issues in high risks areas. Southern and rural Illinois remains at riskifor azetutn to>
the crisis of only a few years ago. M oiisi

Sincerely,

Phil Johnson M.D.
Litchfield, IL
Montgomery County
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FROM 1S MOHYUDDINMD FRX NO. 116184661958 Mar, 20 2009 @3:14FM P2

MOHYUDDIN MEDICAL CENTER, LTD.
SADIQ MOHYUDDIN, M.D,, President
1300 DPACRIAN PROFESSIONAL PARK  GODFREY, ILLINOIS 62035

INTERNAL MEDICINE CFFICE PHONE: (618} 486-0202
PULMONARY MEDICINE MEDICAL EXCHANGE: (818) 483.0048
FAX: (618) 466.1950

A4

Hon Congressman John Shimkus
Capital Building
Washington D.C,

Dear Mr, Shimkus,

Last night T was informed by my friend Dr, Noor Ahmed, President of Madison
county Medical Saciety that you will be participating in Special committec meeting
dealing with Physician Malpractice reform legisiation,

1t is about time, congress is busy in doing so many other reforms Tort reform
deserves special consideration.

We, the physicians of Madison County are disproportionately affected. During
the tast five years over eighty doctors-have either left the county or taken early

retirement,
L have been a delegate to Illinois State Medical Society for 18 years representing
Madison County submitted several resolution on this subject. About four years ago

8t, Clair and Madison County Doctors spear headed Tort reform and we were
successful in getting $500,000 caps on non economic losses.

‘We would like to sec somc comprehensive malpractice reform at Federal level.

Please arrange for Congressional hearing and I will be move than happy to testify
my concerns and experiences, .

These days malpractice insurance premiums are prohibitive we have not been
ghle to recruit new doctors, in the arca particularly jm surgical specialty due to

excessive premium. .
Thanks for your consideration and your few back please do let me know about
the outt of these ting:

With Kind regards

Yours Sincerely

Qi oydian

Sadiq Mohyuddin M.D:
Past President Madison
County Medical Society



DG :
MAR-20-2005 15:39 ADMIN 6182884088 P.@1/81

March 20, 2009

Steve Tomaszewski
Press Secretary )
Office of Congressman john Shirakus

Representative John Shimkus and Steve Tomaszewski:

1 am pleased to provide this letter regarding the medical Hability environment related to
healthcare cost. I believe that any comprehensive and meaningful healtheare reform must
address medical liability in that it contributes toward & costly system with unequal access
to care.

The current healthcare system relies on state legislation to set parameters on medical
Hability, This has resulted in an uneven distribution of medical providers. Tn 2004,
Ilinois began its third medical malpractice crisis in the past 30 years. Jnsurance carriers
left the market with the remaining carriets passing on 30%+ annual premium increases to
Iltinois physicians. This resulted ins an exodus of physicians from already underserved
areas of linois. The economics of medical practice due to medical lability issues
simply drove physicians out of the state because of the practice expense premium in
malpractice expenses for the physicians clecting to practice in Illinois, - Furthermore, the
practice environment for physicians due to unpredictable malpractice awards and the
higher than average frequency of claims hes lead to the practice of “defensive medicine”.
This practice causes physicians to order medical tests and procedures that are not needed
for clinical information in instead are needed primarily to defend medical decisions in,
order to protect themselves in a hostile medical fiability environment. This practice
occurs every day in this country and adds significantly and directly to the cost of .
heslthcare in the United States. Addressing medical liability reform in healtheare reform
will free millions of dollars that can be directed toward improving.care and access to
care. It will also provide for a better distribution of physicians as the recruitment and
retention of physicians is greatly influenced by the medical liability environment of each
state.

Please contact me if I can provide additional information at panck@andersonhospital org
or (618) 351-5406. '

P

Keith A. Page, FACHE
President & Chief Executive Officer
EmN
6800 State Route 162
Maryville, fllinois 62062
618-288-5711

ToTAL P81
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4500 MEMONIAL Drive
BuLLEVILLE, [LLINOIS §2226-5390
(613} 233-7750

PAX: (678) 257-561k

VI REMIOP.COM

Manx |, Tussen, Proexipenr

March 20, 2009

Congressman John Shimkus R —
2452 Raybum House Office Building 8. 2575042

Washington, DC 20515 ™ 202-226- 5980 | 415.257. 676k

Dear Congressman Shimkus:

Thank you for the opportunity to comment on the pending medical malpractice
reform issues being debated on Capitol Hill. As you well know, the metro-east
cannot afford a replay of the past when #t comes to medical malpractice issues.
it has taken over thres years and hundreds of thousands of dollars to try and
rebulld from the “physician flight” that tock place in Madison and St. Clair
Counties as a result of skyrocketing medical malpractice insurance premiums.
While Memorial has been fortunate fo have had some sticcess in recruiting and
refaining physicians since over 100 doctors left the two-county area In early and
mid part of this decade —no one can afford to take a step backward.

Continued survival of hospitals in our area depends upon responsible and
reasonable legislation, During the height of the malpractice crisis over four years
ago, many hospitals suffered substantial financial losses which can be attributéd
to the exodus of physicians, as well as increased medical malpractice Insurance
and litigation costs. Any repeat of this, especially during these chalfenging
economic times undoubtedly would be devastating forcing the efimination of
critical services for patients as weil as the loss of healthcare jobs.

As you and your colleagues continue the debate on this issue, | encourage you
to relay some of the “horror” stories from 2003 and 2004 when the medical
malpractice issue had a powerful impact on hospitals, physicians and patients
throughout Southwestern iilinols. :

Again, | appreciate the chance fo provide you with information regarding this
matter. Please let me know if | can be of further assistance as this issue is
debated: :
VS;ZT)

Mark J. Tumer

President and CEO

An affiliars of Memarlal Graup, Inc.
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SanT i
Wark R Weber, FAUHE, President \ﬁNTHONY’S
HEAIJ H SYSTEM

Saind Jestbowy's By, PO, Box 390 wier, #f ERO708
I8 1634507

March 23, 2008

The Honorable Jobn Shimkus
2452 Rayburn House Office Building
Washington, DC 20515

Dear Congressman Shimkus:

Greetings Congressman Shinkus — 1 hope alt is well with you, With the renewed focus on national health
care reform, | wanted to share my thoughts on reform offorts relative to the medical malpractice issue. As
member of the House Energy and Commerce Subcommities on Health, you have been supponive to the
Sisters and Mission Fartuers of Saint Anthony’s Health Center, as well as other arca hospitals and

physiclans, and we truly fate all that you do.

As you know, Saint Anthony’s Heaith Center was at the epicenter of the medical liability crisis of justa
fow years ago - by the mere fact that we are located in Madison County. Over a four year period, area
residents saw 42 primary care physicians and ialists leave Saint Anthony’s Medical StafT because of

t Ir ice i With this loss of physicians, patients had lmited access to health care
and began leaving Iincis and travelling to Missouri for primary care, where environment is mors stable for
physicians. As a matter of fact, several of our physicians crossed over the river into Missouri and realized a
decrease of as much as 80 percent in their premiums. Even today, a base rate for an internal medicine
physician in Madison County, 1L is $33,919; in Missowi, $18,879, ding to Medi ource Group,

At the time during the med mal crisis, we heard from OB/GYN physicians who paid premiums in the rangs
of $80,000 tn 2003; In 2004, their quotes ranged fom $263,000 10 $280,000. Also at that time, ong of owr
internal medicine physicians — who had not fad 2 eloim in bis 20+ years of practiving medicine —
expericnced a ten-fold i in premib In 2001, his t furn was $3,600. In 2003, he
paid $18,000 and for 2004, his preminm was $35,000.

Today, we have a much different story to ol with medical Hability reform: OB/GYN physicians {n our area
have malpractice premiums around $130,000; current premiums for primary care physicians in the
ComPAS medical group associated with Saint Amhony’s now range from $9,100 to $21,600,

With the signing of the medical liability reform bill signed by the Govemor at our very own facility in
2003, we have experier 8 more calming eovi for itment of physicians back into the area.
Successful efforts to bring physicians back to Alton are oceurring, but we estimate that it will take three to
four years to replace each physician that le, requiring us to put more of pur resources into the very

hallenging task of recruiting new physicians to the area (recent studies show that it costs $250,000 10
replace a physician). Our current igration of patients leaving the Alton area for health care in Missouri
i3 35 percent — we are hopeful that this number will decrease with the rebuilding of our medical staf¥,

Our Health Center will spend more then $1,500,000 this year for malpractice insurance coverage,
Unfortunately, we as hospitals and owr physicians must acquire our insurance from the payments we

1o serve God 15 to serve Fis people.
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receive for providing care. We are compensated like the average hospital or physician in Illinois or
Missouri, irrespective of the cost we have for malpractice insurance.

We respectfully ask that any national health care reform legislation include an overhaul of the medical
liability system. In addition, we believe that health care reform should begin with expanding coverage for
all, Reducing the deficit, enacting health care reform and retooling our nation’s safety net programs all
warrant the attention of Congress.

I would be happy to discuss this further with you. Thank you again for your support, Congressman.

Sincerely,

MK Vebes

Mark F. Weber, FACHE
President/Chief Executive Officer
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® Eight Piedmont Ctr NE, STE 800 | 3525 Pledmont Road
M AG M UTU A L Atlanta, Georgia 30305-1586 | www.magmutual.com

MAG MuTuaL Insurance Company 404.842.5621 | 800.282.4882 | FAX 404.842.5614

Thomas M. Gose
President and Chief Qperating Ofticer January 22 , 2007

David A. Cook, Esq.

Executive Director

Medical Asscciation of Georgia
1330 W. Peachtree Street, NW
Suite 500

Atlanta, GA 30309

Re: 1Is Tort Reform Working?
Dear David:

Physicians, legislators, and the media are asking for proof
that tort reform in Georgia is working; particularly the “cap”.

The $350,000 “cap” on non-economic damages applies only to
medical incidents occurring after February 16, 2005.
Unfortunately it takes 3-5 years for an incident to become a
lawsuit and be finally resolved by jury verdict. Thus the cap
has had no impact yet on jury verdicts rendered since the cap.
However, the cap 1s affecting claim settlements in a positive
way. The average payment to a plaintiff fell in 2006 to
$322,300 from $421,800 in 2005, some 23% lower.

We also have additional preliminary data to show that tort
reform is working:

1. Between 2000 and 2004, the losses we paid in Georgia
jumped from a total of $42.2 million in 2000 to $81.7
million in 2004, an increase of 46%. In 2005, following
tort reform, loss payments fell to $59.3, and in 2006
fell again to $50.8 million, a drop of 18% from 2004.

2. In 2004 we opened 1,128 Georgia medical liability claims
against physicians. In 2005, 799 claims were opened, and
in 2006, only 741 claims were opened, a 34.3% reduction
since enactment of tort reform.

3. Our Georgia claims paid of $1,000,000 or more fell from
14 in 2004 to 12 in 2005, and to 10 claims in 2006.
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Tort reform is already leading to lower rates for
physicians, more competition among insurers, and improved access
to affordable quality health care for patients. Now we must
wait to see if the Georgia Supreme Court upholds the cap and
thus ensures that these benefits will continue.

Best regards,

—
/ L gt

TMG: ib
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