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(1) 

FULL COMMITTEE HEARING ON 
THE PRESIDENT’S FY 2010 BUDGET 
AND MEDICARE: HOW WILL SMALL 

PROVIDERS BE IMPACTED? 

Wednesday, March 18, 2009 

U.S. HOUSE OF REPRESENTATIVES, 
COMMITTEE ON SMALL BUSINESS, 

Washington, DC. 
The Committee met, pursuant to call, at 1:00 p.m., in Room 2360 

Rayburn House Office Building, Hon. Nydia Velázquez [chairman 
of the Committee] presiding. 

Present: Representatives Velázquez, Shuler, Dahlkemper, 
Schrader, Kirkpatrick, Ellsworth, Sestak, Bright, Griffith, 
Halvorson, Graves, Westmoreland, Luetkemeyer, and Thompson. 

Chairwoman VELÁZQUEZ. This hearing of the Small Business 
Committee is now called to order. 

In the last few years, this Committee has heard from countless 
entrepreneurs who say healthcare costs are crippling their busi-
nesses. For many small firms, rising premiums have become a bar-
rier to growth and success. So it was not surprising when the 
President used his February speech on the budget to make the case 
for reform. As he later put it at the White House Healthcare forum, 
‘‘the greatest threat to our nation’s balance sheet is the sky-
rocketing cost of healthcare.’’ 

As part of its budget for the coming year, the new Administra-
tion has made healthcare reform a top priority and with good rea-
son. The current system is bankrupting businesses and costing our 
country $2.4 trillion a year. On a per capita basis, Americans spend 
250 percent more than any other advanced nation. Clearly, the sys-
tem is broken, and we cannot continue down this path. 

For decades, this country has been waiting for comprehensive 
healthcare reform. Now that it is finally becoming a reality, we are 
going to see some very real changes in the system, especially for 
small businesses. This afternoon, we will review many of those pro-
posals, and hear from the individuals who will be handling them 
day in and day out. Their views will give us the insight we need 
to start determining next steps. 

Healthcare reform affects entrepreneurs on many levels. To 
begin, it helps ease the burden of rising insurance costs, which 
have jumped 129 percent in the last eight years. With premiums 
growing four times faster than wages, the need for change has 
never been greater. 
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Small medical providers, who are the core of our healthcare sys-
tem, will also have a critical role in reform efforts. Small busi-
nesses makeup nearly 70 percent of all healthcare practices and 
they recognize that the current system is simply not working. 
These are the entrepreneurs who will be implementing change, and 
they are the people spearheading the process. 

A key component of reform is an increased emphasis on effi-
ciency. That includes streamlining the system and modernizing it 
through a greater use of Health IT. Additionally, it means cutting 
expenditures such as Medicare overpayments and hospital readmis-
sions. As a result of these measures, Americans should see an esti-
mated $316 billion in savings. Those savings will go a long way in 
ensuring that every American has access to quality, affordable cov-
erage. 

The budget provides a clear outline for reform. However, Presi-
dent Obama has said he is not rigid in those plans, and welcomes 
innovative ideas from all around the country. After all, our 
healthcare system touches the lives of every single American. Rath-
er than taking a one-size-fits-all approach, reform should account 
for a broad range of interests. This is particularly true when it 
comes to the unique needs of entrepreneurs. 

Like all other business owners, the providers here today are 
stakeholders in the movement towards greater healthcare coverage. 
They are also the men and women in the trenches, making sure 
that the system works for everyone. Their input will be an invalu-
able asset to the reform process, and I look forward to hearing 
their suggestions for next steps. 

I would like to thank today’s witnesses in advance for their testi-
mony. And I am glad you were able to take time out from running 
your businesses to discuss this important issue. 

With that, I would like to yield to Ranking Member Mr. Graves, 
for his opening statement. 

Mr. GRAVES. Thank you, Madam Chairwoman, thank you for 
holding this hearing on the changes to Medicare that are proposed 
in the President’s budget. Thank you for delaying the hearing just 
slightly. 

I want to thank our witnesses for all being here. You all are very 
much experts in the area of healthcare reform and I know some of 
you have traveled a ways and I appreciate you being here. 

We are a nation that is certainly concerned about healthcare. 
Forty-five million Americans are with health insurance. For those 
who do have insurance, and can afford to pay the premiums, the 
costs are rising. And for small businesses, the problem is even 
more challenging: how to operate a small company in a worsening 
economy, while continuing to attract and retain the best employees, 
which means offering competitive salaries and benefits. 

Small businesses are committed to offering healthcare to their 
employees, but many are concerned about the proposals in the 
President’s budget. The budget recommends spending $634 billion 
over the next 10 years to create a reserve fund to help finance 
healthcare reform, although some estimate the cost of universal 
coverage and other reforms could actually $1.2 trillion. 

That $634 billion reserve fund comes from several sources. First, 
it comes from raising taxes on individuals earning more than 
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$200,000 a year and couples earning more than $250,000 a year; 
many of whom are small business owners, and who tend to return 
any profit back to their businesses. Second, it comes from cuts or 
changes to Medicare or Medicaid payments. But even the budget 
itself notes that the sum will be insufficient to accomplish 
healthcare reform and is a mere ‘‘down payment.’’ Exactly how 
much more will be needed, and the source of these additional funds 
is not disclosed. 

To its credit, President Obama’s healthcare budget recognizes the 
significant problem with unsustainable growth and entitlement 
spending. However, the budget also includes an enormous expan-
sion of costly entitlement programs. This is at a time when spend-
ing levels on our current entitlement programs, such as Medicare 
and Medicaid, are simply unsustainable. 

Small business issues—you know, the fact is, small business 
issues are non-partisan. We can all support strengthening Amer-
ica’s small companies, which are the job creators of our economy. 
We can all support the goals of increasing access to affordable 
health insurance and increasing the quality of outcomes. We must 
also, however, ensure that America’s small business owners have 
the tools they need to grow and lead our nation’s economic recov-
ery, and are not unfairly burdened with the additional taxes, man-
dates or regulations. 

Again, Madam Chair, I want to thank you for holding the hear-
ing and I look forward to what the witnesses have to say and I ap-
preciate you holding up just a little bit. 

Chairwoman VELÁZQUEZ. Thank you, Mr. Graves. I welcome the 
first witness, Dr. Joseph Heyman. He is a Board-certified 
obstetrician/ gynecologist, practicing for over 30 years. He has a 
private practice in Amesbury, Massachusetts. Dr. Heyman has 
been a member of the American Medical Association Board of 
Trustees since 2002 and is currently serving as chair. The AMA 
represents the American medicine industry and serves as an advo-
cate for the physician, the patient, and the profession. 

Welcome, sir. You have five minutes to make your statement. 

STATEMENT OF JOSEPH M. HEYMAN, M.D. 

Dr. HEYMAN. Thank you, Madam Chairwoman. My name is Joe 
Heyman and I am Chair of the Board of Trustees of the American 
Medical Association, also a gynecologist in solo practice in 
Amesbury, Massachusetts. The AMA thanks you, Chairwoman 
Velázquez and Ranking Member Graves, and members of the Com-
mittee for your leadership in holding this hearing. 

America’s seniors, the physicians who care for them, many of 
whom, like me, are small business owners, and Congress, all face 
an annual Medicare problem. The current Medicare physician pay-
ment formula, known as the Sustainable Growth Rate, or SGR, ties 
physician payments to the GDP. Yet, while the economy is going 
down, the healthcare needs of seniors are going up. The SGR is not 
reality and has threatened steep cuts every year since 2002. 

Over the last six years, Congress and the physician community 
have had to scramble to achieve multiple eleventh hour interven-
tions to ward off these cuts and preserve patients’ access to care. 
And now, due to the SGR, a 21 percent cut is scheduled for Janu-
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ary 1st, with cuts totalling 40 percent projected in the coming dec-
ade. These cuts, if not stopped, will impair patient access. The vast 
majority of physician practices are small businesses and cannot ab-
sorb these steep losses. No small business could survive under a 
business model that dictates steep cuts year after year. A solution 
is needed now. 

The Administration’s budget provides a big part of the solution. 
It assumes a new baseline in forecasting future spending on Medi-
care physician services. This is known as rebasing. And we strongly 
support it. With rebasing, the Administration uses a new baseline 
to reflect the realistic assumption that Congress will continue to 
preserve seniors’ access to care by stopping future SGR cuts. After 
all, the primary purpose of the budget baseline is to provide policy-
makers with the clear forecast of projected spending and taxpayer 
obligations. 

In previous years, budget forecasts have inaccurately assumed 
that the projected 40 percent in physician cuts would occur. In re-
ality, Congress has interceded six times since 2003 to legislatively 
ignore the physician payment baseline and provide temporary pay-
ment increases. 

Rebasing is imperative for several reasons. It would pave the 
way for Congress to repeal the SGR. Congress could then establish 
a new Medicare physician payment system that allows annual up-
dates that accurately reflect increases in medical practice costs 
with appropriate incentives for utilization, efficiency, and quality. 
This two-step process, that is, rebasing along with repeal of the 
SGR, will preserve access to high-quality, cost-effective healthcare 
for our senior and disabled patients. 

And since projected SGR cuts exacerbate on-going physician 
shortages, rebasing and repeal of the SGR will favorably affect the 
future supply of physicians. Further, adopting a new baseline and 
repealing the SGR means physicians and Congress can focus on 
other important reforms like health insurance for the uninsured, 
adoption of health information technology, and investment in qual-
ity improvement and prevention programs. 

Finally, a new baseline and positive physician updates would bol-
ster our economy. It would help sustain the jobs of nearly three 
million employees and benefit millions of patients and physicians 
across the country. For example, if the 40 percent cut takes effect, 
New York would lose $17 billion by 2016 for the care of elderly and 
disabled patients. And Missouri would lose $4 billion. And every 
state represented on this Committee similarly would stand to lose 
billions. The stakes are too high to continue this cycle of eleventh- 
hour, temporary SGR fixes. 

We urge the Committee and Congress to support adoption of a 
new baseline in the Fiscal Year 2010 budget resolution and pave 
the way for a new Medicare physician payment system that best 
serves patients and employees across the country, as well as our 
entire healthcare system. 

Thank you very much for the opportunity to be here today. 
[The statement of Dr. Heyman is included in the appendix at 

page 36.] 
Chairwoman VELÁZQUEZ. Thank you, Dr. Heyman. 
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Our next witness is Dr. Jeffrey Harris. He has practiced Internal 
Medicine and Nephrology since 1977 and is currently a faculty 
member of the University of Virginia Medical School. He is rep-
resenting American College of Physicians where he serves as Presi-
dent. The American College of Physicians is the largest medical 
specialty organization and the second largest physician group in 
the United States. Welcome. 

STATEMENT OF JEFFREY HARRIS, M.D. 

Dr. HARRIS. Thank you, Chairwoman Velázquez and Ranking 
Member Graves for allowing me to share the American College of 
Physicians views regarding the President’s healthcare budget for 
Fiscal Year 2010. 

As mentioned, I’m Jeff Harris, President of the ACP. Until re-
cently, I practiced in a rural community with a population of 
40,000. The office in which I practice focused on the delivery of pri-
mary care and Nephrology. I have practiced Internal Medicine for 
nearly 30 years. This year I have the good fortune of being Presi-
dent of the American College of Physicians, representing 126,000 
Internal Medicine physicians and medical students. The ACP is the 
largest physician specialty organization in the United States. 

Smaller physician practices are an essential part of the system 
of care in the U.S. Congress has a historic opportunity to adopt a 
budget that will help physicians in small practices provide the best 
possible care to patients by (1) eliminating payment cuts from the 
Sustainable Growth Rate, known as SGR, and accounting for the 
true costs associated with providing updates that keep pace with 
the practice of medicine and its costs; secondly, increasing Medi-
care payments to primary care physicians to make them competi-
tive with other specialties and career choices; and thirdly, funding 
programs to support and expand the patient-centered medical 
home. 

Over the past several years, one of the College’s main priorities 
has been urging Congress to reform the SGR, Medicare’s flawed 
physician payment formula. This formula has led to scheduled an-
nual cuts in physician payments for each of the past seven years. 
This coming January, as Joe mentioned, physicians face a 21 per-
cent Medicare payment decrease unless Congress intervenes to 
avert the cut. 

Since this is a hearing of the Committee on Small Business, the 
following analogy may help illustrate the problem. Imagine you 
work for a small business and imagine that your boss told you that 
your wages would be cut by 10 percent this year. Later, your boss 
announces that your company will not cut your wages, but that the 
only way the company can afford to stop the 10 percent cut would 
be to pretend to reduce your wages by 20 percent the following 
year. You were told not to worry though. They would just do the 
same thing the next year, prevent the 20 percent cut by pretending 
that the costs will be cut of your wages by 40 percent the following 
year. You were told though that the company has no intention of 
ever allowing a 40 percent cut to happen. They just have to pretend 
they will do so so the accountants will allow them to stop the im-
mediate pay cut. And on and on it would go. 
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No small business would actually run its payroll budget this way. 
Yet, this is how Washington has handled costs associated with 
stopping the SGR, up until now that is. President Obama’s budget 
is a marked departure from past practices because it acknowledges 
what we all know to be true which is that preventing pay cuts to 
doctors will require that the Medicare baseline spending be in-
creased accordingly. Once the true costs are accounted for in the 
budget, Congress and the Administration would enact a long-term 
solution that will permanently eliminate the SGR as a factor in up-
dating payments for physician services. 

Instead, payment updates should provide predictable increases 
based on the cost to practice of providing care to Medicare patients. 
This is especially important for physicians in smaller practices. 
Also, the primary care shortage is escalating at a time when the 
need for primary care physicians is greater than ever. Our aging 
population further increases the demand for general internists and 
family physicians. 

Congress should enact Medicare payment reforms so that the ca-
reer choices of medical students and young physicians are largely 
unaffected by considerations of differences in earnings potentials. 

Currently, primary care physicians, on average, earn 55 percent 
of what non-primary care specialists earn on average. Is it a won-
der then why only two percent of fourth-year medical students plan 
to go into general Internal Medicine, one of the two specialties that 
adults depend upon for their primary care. 

The College believes that a reasonable goal would be to raise pri-
mary compensation to the 80th percentile of the compensation of 
other specialties. This will require that Medicare and other payors 
increase primary care reimbursement by seven to eight percent per 
year over the next five years. Such an investment in primary care 
will result in better health and lower cost of care. To illustrate, a 
recent study in the American Journal of Medicine found that a 
higher ratio of primary care physicians in areas was associated 
with fewer hospital admissions, emergency department visits, and 
surgeries. Congress should allow for some of the aggregate savings 
from reduced utilization associated with primary care to be used to 
fund payment increases for primary care. 

The patient-centered medical home enjoys support of a wide 
range of healthcare stakeholders. Policymakers view it as a prom-
ising reform model with Congress authorizing the Medicare med-
ical home demonstration project through a 2006 law and 
supplementing it with a dedicated funding and increased ability for 
expansion through a 2008 law. The current Medicare medical home 
demonstration, which is limited to eight states, should be expanded 
to a national pilot with increased funding to allow for such expan-
sion. 

ACP is grateful for the opportunity to share its views regarding 
the President’s budget and looks forward to working with you to 
improve the quality and lower the cost of our healthcare system. 

Thank you. 
[The statement of Dr. Harris is included in the appendix at page 

42.] 
Chairwoman VELÁZQUEZ. Thank you, Dr. Harris. 
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Our next witness is Dr. John T. Preskitt. He is a general surgeon 
in private practice at Baylor University Medical Center in Dallas, 
Texas. He also serves as head of surgical oncology in Simmons 
Cancer Center. Dr. Preskitt is a member of the American College 
of Surgeons and currently serves on the Board of Regents. With 
more than 74,000 members, ACP is the largest organization of sur-
geons in the world. Welcome. 

STATEMENT OF JOHN T. PRESKITT, M.D. 

Dr. PRESKITT. Chairwoman Velázquez, Ranking Member Graves, 
and Members of the Committee, thank you for holding this very 
important hearing on Medicare policy proposals included in the 
President’s budget and their impact on small businesses. We very 
much appreciate having our practices considered as small busi-
nesses which they certainly are. 

I’m John Preskitt. I’m a general surgeon. I’ve been in private 
practice at Baylor in Dallas since about 1981. I’m in a group of 
seven surgeons, five of whom work downtown. As stated before, 
we’re very honored to represent the 74,000 members of the Amer-
ican College of Surgeons, the largest surgical organization in the 
world and to testify regarding the President’s budget. 

There are five issues I’d like to briefly touch upon. Certainly, 
Medicare has been discussed and I won’t repeat the very eloquent 
review of the SGR and its impact, but surgical practices do receive 
about 38 percent of their revenue from the Medicare system, which 
is a broken system as has been emphasized. I’m thankful for this 
Committee and the Congress for passing MIPPA 2008 which rolled 
back the proposed cut that would have occurred last July. And we 
very much appreciate the emphasis the President’s budget has set 
on resetting the budget baseline for that SGR. 

Quality improvement is also an extremely important issue for the 
American College of Surgeons. And I will just say that Dr. Harris 
and I both refer to our organizations as the College, so I apologize, 
but it’s easier than saying the whole thing. But we stand for pa-
tient safety, assuring high quality, effective care and providing 
healthcare value for our patients. The American College of Sur-
geons has established the National Surgical Quality Improvement 
Program with the acronym NSQIP which was developed from the 
very highly successful Veterans Affairs program. It provides statis-
tically-valid, 30-day, risk-adjusted outcomes. In the VA system, the 
NSQIP program allowed for a 27 percent reduction in 30-day mor-
talities by simply looking at these outcome measures. 

Currently, it is in use in 220 academic and community hospitals. 
The Joint Commission includes a merit badge next to the profile 
of all ACS NSQIP hospitals. 

Physician ownership in specialty hospitals and ambulatory sur-
gery centers, though an area of legitimate concern raised by the ac-
tions of a few entities, has also in many cases, including my own 
State of Texas, complemented the community hospitals and these 
facilities have received very high quality scores in patient satisfac-
tion. Nonetheless, the American College of Surgeons feels the own-
ers of those facilities should function under the following principles: 
accept payment without regard to means of payment by the pa-
tient; select patients based on their actual expertise of the facility, 
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and not extend care beyond that. All surgeons involved in such en-
deavors should continue to provide emergency coverage in their 
community hospitals. The issue of having an ER in a specialty hos-
pital should remain a matter of state law and community need. 
And as important as the rest, physician investors should always 
disclose their financial interests to any and all patients. 

The supply of surgeons, especially general surgeons is dimin-
ishing. As we’re getting older, some of us are getting much older, 
it’s been documented in the text the College would propose the fol-
lowing measures and these are applicable to all medical specialties: 
Preserve Medicare funding for graduate medical education; elimi-
nate residency funding caps; extend the funding through initial 
Board eligibility; include surgeons under Title 7 of the Health Pro-
fession Program, including the National Health Service; alleviate 
the burden of medical school debt through loan forgiveness pro-
grams that stipulate work in rural and undeserved areas; extend 
the medical student loan deferment to the full length of that train-
ing; and consider supporting the physician workforce and Graduate 
Medical Education Enhancement Act, H.R. 914, which Congress-
men Burgess and Green have proposed to establish interest-free 
loan for programs in hospitals starting new residency training pro-
grams. 

In summary, the College greatly appreciates this opportunity to 
testify regarding the budget and its impact on the surgical prac-
tices and patients’ access to surgical care. 

Thank you very much, Chairwoman. 
[The statement of Dr. Preskitt is included in the appendix at 

page 53.] 
Chairwoman VELÁZQUEZ. Thank you, Dr. Preskitt. And now I 

recognize Mr. Shuler, for the purpose of introducing your next wit-
ness. 

Mr. SHULER. Thank you, Madam Chair. It’s an honor and a privi-
lege to introduce a constituent, Ed Hannon. He is the President 
and CEO of McDowell Hospital in Marion, North Carolina. He is 
here today on behalf of the American Hospital Association. 

In his role, he oversees a rural hospital, home health agency, 
rural health clinic, and physician services. He has over 20 years’ 
experience in hospital and healthcare systems and outpatient serv-
ices. 

Mr. Hannon, thank you so much for your participation in the 
hearing today. 

STATEMENT OF EDWARD HANNON 

Mr. HANNON. Congressman, thank you. Madam Chairwoman, 
thank you, and I appreciate the opportunity to address you all 
today. 

I am Edward Hannon. I am the CEO of the McDowell Hospital 
in Marion, North Carolina and chairman of the American Hospital 
Association’s Governing Council on Small or Rural Hospitals. It’s 
a pleasure to be here today, to speak to you on behalf of the nearly 
5,000 members of the American Hospital Association. 

McDowell Hospital is a 65-bed rural, not-for-profit hospital lo-
cated in the foothills of the Blue Ridge Mountains of Western 
North Carolina. While the recession has touched us profoundly in 
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our area of the country, we are steadfast in our commitment to re-
form healthcare, which should start with expanding coverage for 
all. And we commend President Obama for making healthcare re-
form a top priority. 

Hospitals have been early and ardent supporters of efforts to 
make healthcare more affordable. We have worked to increase the 
focus on wellness and prevention, better coordinating care, utilizing 
comparative effectiveness research, moving towards the adoption of 
information technology, creating alternative liability systems and 
reducing administrative costs. 

However, we urge Congress to carefully consider the impact that 
it will have on all hospitals, including the small and rural facilities. 

There are three main characteristics that differentiate the small 
and rural hospitals: our small size and volume, our geographic iso-
lation, and the type of population that we serve. First, lower pa-
tient volumes in rural hospitals mean that our financial position is 
more volatile which complicates our abilities to position ourselves, 
develop accurate long-range financial plans and contingency plans. 
As a result, we’re less able to weather the financial fluctuations, 
especially in today’s economy. 

Next is geographic isolation. Rural communities across the coun-
try are self-contained and far from population centers and other 
healthcare facilities. In my case, the closest hospitals are more 
than 30 miles away to the west of us, across the mountains, and 
25 miles to the east of us. Moreover, public transportation is prac-
tically non-existent. For many rural residents preventive, post- 
acute, and other services may be delayed or forgone, ultimately in-
creasing the overall cost of care. 

Finally, America’s rural areas tend to have higher proportions of 
Medicare patients. For example, Medicare accounted for 58 percent 
of the discharges from my hospital in 2008. Any payment change 
to this program would therefore hit us especially hard. Our lower 
revenues and tight margins means we’re less able to subsidize any 
losses. 

Now that you have a better picture of the challenges faced by 
small and rural hospitals, I’d like to outline how the President’s 
proposed budget would affect U.S. The President’s budget proposed 
reducing payments to hospitals where high numbers of patients are 
readmitted within 30 days. However, any policy that assumes that 
most hospital readmissions are preventable raises concerns. Deter-
mining preventable readmissions is complex because the causes be-
hind each readmission are unique. Such a policy requires thorough 
analysis of both the patient’s hospital experience and the care pre-
scribed for that patient after they’re discharged. Further, some re-
admissions are planned and appropriate patient care, such as for 
chemotherapy patients. Any provision that does not recognize these 
legitimate reasons for readmissions may become an obstacle to pa-
tient care and patient safety. 

The budget outline also proposes to bundle payments for hos-
pitals and post-hospital acute care. While we welcome a careful and 
thoughtful approach to bundling, we first need to evaluate existing 
demonstration projects and gradually phase in implementation 
with appropriate tools and infrastructure for coordinating care and 
managing these risks. Some hospitals and healthcare systems al-
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ready are organized in such ways that this would facilitate the 
bundling of payments, but many are not. Many of the bundling 
pilot projects focus on care that is not even commonly provided in 
rural hospitals such as coronary artery bypass graft surgery. A 
thorough understanding of the unique obstacles of rural health 
must be undertaken before any of these new programs are put into 
place. 

It is critical that we shape a fair payment bundling system. 
The President’s budget also proposes linking a portion of the in- 

patient hospital payments to performance on specific quality meas-
ures. Providing incentives for quality is a laudable goal that we 
certainly support. The fact is hospitals more than any other pro-
vider type have a history of linking quality measurements and im-
provements to payments. However, we are concerned about this 
proposal because it cuts payments up front. We believe that overall 
savings can be reached by improving care that leads to fewer med-
ical visits. The current pay-for-performance proposals use a stand-
ard set of measures which may involve procedures not performed 
commonly at small and rural hospitals. A way to address low vol-
ume situations must be included in any pay-for-performance pro-
posal. 

Before I conclude, I do want to offer the AHA’s full support for 
several provisions of the President’s budget outline. The President 
proposes to permanently fix the Medicare physician fee schedule, 
and to invest $330 million to address the shortage of healthcare 
providers in medically-undeserved areas, which would enhance our 
ability to recruit and retain physicians. In addition, we strongly 
support the President’s inclusion of a ban on physician self-refer-
rals to hospitals in which they have ownership interest. We look 
forward to working with the Administration and Congress to 
achieve this goal. 

Let me end by saying that hospitals are more alike than we are 
different. Together we form America’s healthcare safety net no 
matter the size of our staff, the size of our budgets or location. Our 
mission is always the same, to treat everyone the best of our ability 
each and every day. Thank you for your time today and I appre-
ciate the opportunity to be here. 

[The statement of Mr. Hannon is included in the appendix at 
page 63.] 

Chairwoman VELÁZQUEZ. Thank you, Mr. Hannon. Our next wit-
ness is Dr. Robert E. Moffit. He is the Director of the Heritage 
Foundation Center for Health Policy Studies. Dr. Moffit has been 
a veteran of Washington policymaking for more than 25 years. In 
the Foundation, he specializes in medical reform, health insurance 
and other health policy issues. The Heritage Foundation was 
founded in 1973. Welcome. 

STATEMENT OF ROBERT E. MOFFIT, Ph.D. 

Dr. MOFFIT. Thank you. Thank you very much for the oppor-
tunity to talk with you today. It’s an honor and a privilege to ap-
pear before the Committee. The views that I express today are en-
tirely my own and should not be construed as representing the 
views of The Heritage Foundation or its officers or its Board of 
Trustees. 
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President Barack Obama has outlined an ambitious and far- 
reaching healthcare agenda, including major changes to the Medi-
care program. I would only observe at the outset that the decision 
to start with $634 billion worth of financing in a reserve fund with-
out a clear understanding of what exactly it is that would be fi-
nanced beforehand is at the very least an unusual approach. I 
would just make two observations in this connection. While the 
President may believe that there is enough of an agreement to 
jump start the process by putting the money upfront and ham-
mering out the details later, it is a common experience in this area 
of public policy, in particular, that it is the details that drive broad 
policy agenda. It is not always the broad policy agenda that drives 
the details. 

Secondly, with funds already committed to the project, there is 
always the danger that existing stakeholders, the representatives 
of a very powerful class of special interests that dominate this sec-
tor of the economy, will view this entire effort as merely a way to 
expand existing public and private institutional arrangements with 
additional taxpayer dollars, rather than the process of securing a 
real structural change in the healthcare system, the creation of dif-
ferent ways of improving the financing and delivery of healthcare 
for the 300 million Americans who are going to be the beneficiaries 
of reform. 

All together, the President is proposing a dozen Medicare-related 
changes. In the limited time available to me, I would like to focus 
my remarks on just a few key Medicare-budget policy proposals. 
The President wants to change the Medicare Advantage system 
and this change will result in a substantial savings over the first 
ten years of this implementation. He wants to replace Medicare Ad-
vantage payment with a system of competitive bidding. 

Ladies and gentlemen, much would depend on exactly how this 
legislation is crafted, the details of the process, and what the Ad-
ministration specifically means by competitive bidding. It is a 
phrase that can, in fact, have very different meanings. If the proc-
ess is a way for the government to pick winners and losers among 
health plans, something akin, for example, to a Department of De-
fense procurement process, it would be incompatible with personal 
choice and market competition. It is well to recall that the provi-
sion of that opportunity, particularly for seniors in rural areas is 
one of the major reasons why Congress enacted the Medicare Ad-
vantage program in the first place. If, however, it is a way of estab-
lishing a much more rational benchmark for Medicare payment, 
and allowing persons to pick richer plans and pay for the extra 
benefits, if they wish to do so, or picking less expensive plans and 
keeping the savings of their choice, the President’s proposal could 
be a significant improvement over the current system. 

The President would also make wealthy seniors pay higher pre-
miums for prescription drugs. According to the press reports, the 
seniors enrolled in Medicare Part D would pay higher premiums 
just as seniors do in Medicare Part B. All together, certainly as an 
alternative to cutting provider reimbursements, income-relating 
medical subsidies is a sound alternative. The President’s position 
makes a great deal of sense. 
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The President is calling for a re-evaluation of the current pro-
vider payment system. That is welcome. He is promoting pay for 
performance in accordance with government guidelines, tougher en-
forcement for Medicare payments to doctors and other medical pro-
fessionals to reduce waste, fraud, and abuse in the system. It 
should be noted that Medicare savings have previously been pro-
posed as a way to finance comprehensive healthcare reform. Presi-
dent Clinton proposed that in 1993, promoting a shift of approxi-
mately $124 billion over six years to finance his healthcare reform. 

If the President’s changes, however, simply results in additional 
reimbursement reductions at the end of the day, they would aggra-
vate the current level of cost-shifting from federal entitlements to 
individuals and families in the private sector. Shifting tens of bil-
lions of dollars on to the private sector does not add one red cent 
to the value of healthcare in the United States. 

I am pleased to hear that there is renewed discussion of the cur-
rent tax policy governing health insurance. This could open up a 
new opportunity to forge a bipartisan consensus in healthcare pol-
icy. Senator Max Baucus has proposed capping the current tax ex-
clusion on health insurance, the benefits of health insurance, and 
creating an opportunity for tax credits or perhaps a voucher pro-
gram for low-income people to get insurance. This could be the 
basis of a serious bipartisan cooperation on solving one of the 
greatest single problems facing the American people. 

Madam Chairwoman, I’m going to conclude my remarks, but I’ll 
be very happy to answer any questions. 

[The statement of Dr. Moffit is included in the appendix at page 
70.] 

Chairwoman VELÁZQUEZ. Thank you, Dr. Moffit. 

Dr. Harris, can you talk to us how will the practice of medicine 
be impacted if Congress fails to fix the Medicare physician payment 
system? 

Dr. HARRIS. If they fail to and continue simply doing what’s been 
done, namely masking the problem, all we’re doing is putting off 
the inevitable. I mean this year, as you mentioned, we anticipate 
a 20 percent cut if it is not resolved. That will be 40 percent the 
next year. If you carry that to its logical extension, if Congress con-
tinues simply to apply a patch, that means by 2012 all the medical 
practices in this country are to be cut by 160 percent. I mean that 
is obviously utterly absurd. 

So we, even today, if you were to cut it by 20 percent, I think 
you can say and this is not hyperbole, I don’t thinkany primary 
care practice in this nation could survive a 20 percent cut in those 
revenues. 

Chairwoman VELÁZQUEZ. Thank you. Dr. Heyman, the Medicare 
Advantage program costs the federal government about 14 percent 
more to provide benefits than traditional Medicare. The President 
believes the funding could be put to better use. Can you tell me 
where the medical community sits on this issue and I would like 
to hear from Dr. Harris and Dr. Preskitt and even Mr. Hannon. 

Dr. HEYMAN. Well, at the American Medical Association, our feel-
ing is that these are enormous subsidies in payment to Medicare 
Advantage plans. We’re not opposed to Medicare Advantage plans 
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and we certainly are not opposed to people having the choice of reg-
ular Medicare or a Medicare Advantage plan. We just feel that if 
a Medicare Advantage plan was as efficient as Medicare is, then 
Medicare Advantage plans would be able to exist without those 
kinds of subsidies. And so we think an efficient Medicare Advan-
tage plan is a wonderful idea. We just are opposed to giving them 
extra money to provide the same services. 

Chairwoman VELÁZQUEZ. Dr. Harris? 
Dr. HARRIS. The American College of Physicians would echo that 

sentiment. Again, we’re not opposed to Medicare Advantage, what 
we would like is the various Medicare options that patients have 
on a relatively level playing field. 

Dr. PRESKITT. The American College of Surgeons also has no 
issue, per se, with Medicare Advantage plans. The intent from the 
outset was to use a business model for the insurance industry, as 
I understand it, to provide more efficient care for Medicare recipi-
ents. We can’t demonstrate that that has necessarily occurred. The 
President’s budget proposal talks about comparative effectiveness 
research and sets aside money to do this, to figure out what is a 
value-based purchasing. And hopefully, Medicare Advantage plans 
will be driven to demonstrate a value in this purchasing. I don’t 
believe we’re there yet. And I would have to agree with my col-
leagues. 

Chairwoman VELÁZQUEZ. Mr. Hannon? 
Mr. HANNON. Madam Chairwoman, as small rural hospitals, we 

don’t see the effects of the Medicare Advantage program in our 
communities as much as our urban counterparts do. As hospitals, 
it is not necessarily the program that’s administered to us that 
makes a difference. It is where is the money being put to use? If 
it is, in fact, an efficient program, whether it’s the Medicare Advan-
tage program or any other one, our efforts are to ensure that pa-
tients get safe, appropriate care efficiently and that the money is 
going to help assume that the patient is getting the care and not 
to the insurance companies. 

Chairwoman VELÁZQUEZ. Thank you. Dr. Harris, the ACP sup-
ports incentives for physicians who adopt HIT. However, there is 
concern of possible penalties for small and rural providers. Given 
the unique needs of these practices, how do you think we should 
address the issue of HIT? 

Dr. HARRIS. This is a major issue. I would just preface it by say-
ing that 82 percent of all the office visits in the United States are 
to practices with five or fewer physicians. I mean these are huge 
issues for small businesses. And HIT, the cost of it, is just an enor-
mously steep hill to climb. As most of you are aware, the cost cur-
rently for a physician to add this technology to his or her office is 
about $35,000 to $50,000 per doctor. And then after that, it’s an-
other $5,000 per doctor per year to maintain the software. So obvi-
ously, with these groups of five or fewer, it’s just a huge sum of 
money to try and find someone to loan you the money to go out and 
try and purchase the system which is so utterly essential if we’re 
going to make the seamless connection which we believe ultimately 
will help reduce healthcare costs. 

Chairwoman VELÁZQUEZ. Thank you. Mr. Graves? 
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Mr. GRAVES. Thank you, Madam Chair. When it comes to the IT 
system, I’m very interested in this because I have a medical IT 
company in my District, but I’m very curious as to if we can afford 
this. And I’m worried about particularly, and Mr. Hannon, I’d be 
curious too, because I represent a very rural District with very 
rural hospitals. And they seem to be as worried as anybody as 
about how they’re going to implement this. 

My question too is the point where all these systems are going 
to communicate with each other. I know there’s different systems 
out there and being able to talk to one another is something that 
concerns me, but the bottom line is can we afford it right now? I 
mean we’ve got so many things on our plate with increasing 
healthcare costs and I’m just worried about that, where this thing 
is going. I’d like for you all to comment, but Mr. Hannon, I’d like 
to hear you first. 

Mr. HANNON. Thank you, Mr. Graves. Congressman, the hos-
pitals believe that we are early adopters and seek new technology. 
And it is our belief that health information technology is important 
for us to the future. You have hit on the important points. How is 
it we’re going to be able to afford it, especially in our small, rural 
hospitals, many of which are running at negative margins today. 
The money needs to come from somewhere upfront and our ability 
to fund those upfront costs is certainly concerning to the small and 
rural hospitals. 

We believe that long term, the best thing we can do is to bring 
technology in. And it is our belief that over time we will see some 
returns on that and we can lower the cost of healthcare for all 
Americans if we had technology. If we’re able to share information 
with our physicians even between communities and with other hos-
pitals so we’re not duplicating tests, and we are seeing what pre-
scriptions patients are on, we believe that we can improve the care 
of the patient, provide a safer environment for our patients, and as-
sist our physicians in caring even faster for those patients. 

As we look at issues of how are we moving those patients from 
acute care facilities to post-acute care facilities, a part of what the 
President’s budget proposes, that sharing of information is critical 
if we’re going to reduce the cost of healthcare. 

Mr. GRAVES. Dr. Moffit. We can just go backwards. 
Dr. MOFFIT. Will health information technology save money? Will 

it be a way to significantly reduce healthcare costs? I don’t think 
anybody really knows. 

Congress passed a health IT investment of about $20 billion in 
the stimulus bill. You didn’t have many hearings; in fact, I don’t 
recall any hearings on that proposal when it was passed. I know 
that within the medical profession, evidenced by columns by mem-
bers of the medical profession in some prominent newspapers, in-
cluding The Washington Post this week, that there is grave doubt 
about whether, in fact, health information technology will save 
money. 

One concern is that with the government superintending the de-
velopment and the dissemination of healthcare, information tech-
nology, we may end up creating a regulatory straightjacket in this 
area which could undermine innovation in one of the areas of the 
economy where innovation is a daily occurrence. 
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As I say, I think the jury is out on this. 
Mark Pauly, at the University of Pennsylvania, a top-ranked 

economist, has made the point on several occasions, and I think be-
fore Congress that the success of all this is kind of a ″what-if″ prop-
osition; that is to say, what if you don’t get the kind of cooperation 
from all of the members of the medical profession you need? Or the 
cooperation you need from different sectors of the healthcare indus-
try to accomplish all of this? I mean there are a lot of factors here 
that go into whether or not this will actually bring about the kind 
of savings that many people hope will come about. I have no strong 
feelings on it. I think the jury is still out. 

Chairwoman VELÁZQUEZ. Would the gentleman yield? Let me set 
the record straight. We not only conducted one, but several hear-
ings, this Committee on HIT and the impact on solo practitioners 
and small business practitioners. 

Dr. MOFFIT. I was only— 
Chairwoman VELÁZQUEZ. I would invite you to read the record 

because it could be very enlightening. 
Thank you for yielding. 
Mr. GRAVES. Dr. Preskitt. 
Dr. PRESKITT. Thank you very much, Just to add to this, health 

information technology certainly is important and we appreciate 
the President considering it and elevating its importance into the 
record. I don’t know that the issue is just the cost savings with 
health information technology, but it is also improvement of pa-
tient care and safety. The President pointed out in one of his state-
ments about the senior citizen who must remember his or her his-
tory at every doctor’s office he or she may attend. 

My father is 89, has Parkinson’s. He’s sharp, but he doesn’t talk 
so fast. Things are going to be missed. If health information was 
part of the system where as Ranking Member Graves said, the 
interrelated pieces communicate, this should improve safety and 
secondarily the efficiencies. But I think improving patient care and 
making care that more efficient is as important as the money 
saved. 

Dr. HARRIS. Mr. Graves, increasing access to health information 
technology is absolutely essential. When Congresswoman 
Velázquez a moment ago talked about how much more expensive 
it is here than abroad, including in those numbers is the fact that 
we have the dubious distinction of having the highest administra-
tive costs on a per capita basis of any of those industrialized coun-
tries. It’s 7.3 percent of all the healthcare dollars go there. So 
health information technology becomes potentially a critical way to 
reduce those costs. 

Now more explicitly to your question about how do you pay for 
this, we believe that’s what essential in paying for all of this is a 
dramatic expansion of the primary care base in this country. The 
data from the United States, from Barbara Starfield or Hopkins or 
the Dartmouth Atlas folks, are absolutely compelling. And the 
study that we did comparing us to 12 countries overseas and their 
healthcare systems is equally as compelling. As you expand the pri-
mary base, you see a reduction in costs as well as an increase in 
quality. 
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I would just leave you with one study that I think reflects this 
and I might add parenthetically and I know it’s in your data, we 
just published an annotated version of 100 studies in the United 
States which make this point. But the one that comes to mind is 
one that’s often cited from The American Journal of Medicine, just 
a couple of months ago, a fellow named Kravitz was the lead au-
thor. And they concluded that if you had a community of 775,000 
or three quarters of a million, and they had about 35 percent of the 
physicians there were primary care physicians, in the country now, 
it’s about 30 percent. Overseas, it’s 50 percent, the ones that do it 
so much less expensively and better. But if you could just increase 
this community from 35 percent of its workforce to 40 percent, 
what you saw was a reduction of about 1500 hospitalizations per 
year for a savings of $23 million per year. You saw 2500 fewer vis-
its to the emergency room. You saw 1500 fewer surgeries, by sim-
ply increasing primary care 35 percent of your workforce to 40 per-
cent. 

We believe that expanding healthcare coverage in this country 
and expanding the base of primary care physicians are absolutely 
inseparable. 

Mr. GRAVES. And we’ll come to that. I agree with that. I’m trying 
to figure out how to get—when it comes to IT, because I’m worried 
about these small hospitals and how we’re going to get there. I 
think it’s important, particularly in the rural areas to bring tech-
nology because it adds some resources that we don’t necessarily 
have. I just don’t know how we’re going to get there and how we’re 
going to pay for it in an environment where it’s increasingly—the 
costs are going up all the time. 

Dr. Heyman? 
Dr. HEYMAN. I have some personal experience with this. I’ve had 

an EMR in my office and used no paper since 2001. The EMR that 
I purchased still is the same one. It’s a lot more robust now than 
it was when I purchased it in 2001. But there’s no question that 
in my practice it definitely saves money. It definitely makes me 
more efficient. It definitely prevents mistakes. And it’s very, very 
effective. 

We kept hearing about how the federal government wanted to 
have more IT, but for the first time there’s actually some money 
here and that’s very important. 

The other thing I would say is that there are a lot of barriers 
to this. In my community, we’re very fortunate because we had a 
grant where every physician in my community now actually over 
the last three years has actually been able to have their own EMR 
in their office and we’re supposed to be starting a help information 
exchange. Now one of the barriers is that the standards are not 
there and we have six different EMR vendors in our community. 
The physicians are supporting this health information exchange. 
All of these are CCHIT-certified vendors which means that they’re 
supposed to be able to talk to each other and yet in each and every 
case, we have to come up with an interface of making them talk 
to each other and it’s very expensive and we’re not sure how we’re 
going to be able to make that exist in the future. 

I would also point out to you that physicians are always the first 
people to accept new technology. They’re the first people to use cell 
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phones. They’re the first people to use robotics in their practices. 
There are all kinds of technologies that physicians have used. 
There has to be a reason why physicians have not adopted this 
technology. 

And the last thing I would say is that when physicians are incor-
porating this into their practices we found in our community that 
in spite of the fact that it was free, they got the hardware and the 
software for nothing, it was still very costly for those who were 
changing work flows in their practice to be able to incorporate this 
stuff into their practice. 

So we definitely support the idea of increasing health informa-
tion technology. We think it’s inevitable in medicine, but there are 
barriers. We need those standards done by the end of this year and 
we think that it really will improve healthcare in this country if 
we do this. 

Mr. GRAVES. I thank you all. And I think it will improve it too, 
but we still haven’t figured out how to answer the question. The 
money is there, at least a little bit of it at the moment, but still 
how do we pay for it is the question that I have. If it’s the result 
of savings, it would be good, but just encourage you all to think 
about that. We have to figure out how to pay for this. 

Thank you, Madam Chair. 
Chairwoman VELÁZQUEZ. Ms. Kirkpatrick. 
Ms. KIRKPATRICK. Thank you, Madam Chair and thank you to 

our panel. I represent a vast, sprawling District in Arizona that’s 
very rural and for over 20 years of my private law practice I rep-
resented the regional hospital and many physicians’ groups, includ-
ing our emergency physician group, so I thank you for being here. 
Healthcare reform and provision in rural areas is very, very impor-
tant to me. 

My first question is for Dr. Heyman and Dr. Preskitt regarding 
the SGR being tied to the GDP. And I’d like to know if there are 
other factors that you think would provide a more accurate base-
line? So maybe we’ll start with Dr. Preskitt and then go to Dr. 
Heyman. 

Dr. PRESKITT. Well, I hope there are other factors that provide 
a more accurate baseline. My life, my expenses, my house pay-
ments, they don’t follow the GDP. They seem to follow some other 
issue that might be related to consumer price index. I don’t want 
to belittle the complexity of the math, but I just have to say there’s 
one thing we’ve proven; tying payments to the SGR and how that 
relates to the GDP just isn’t taking care of the process. It’s not 
keeping up with any form of expense increase. 

What we pay our employees in these small businesses, there’s no 
way a single parent could have a job and be employed in a practice 
that followed the variation in salary if it followed the SGR. I think 
establishing a fixed base as the President has recommended is the 
place to start, but of course, that still means we have to fix the for-
mula. I’m not giving you a direct answer, but we know that the 
current system is so incredibly broken that it’s harming people. 

Ms. KIRKPATRICK. Dr. Heyman, thoughts about that? 
Dr. HEYMAN. Well, of course, there’s the medical economic index 

which is an evaluation of the cost of providing care. That would 
certainly be a better index, if we’re going to use indexing. 
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Ms. KIRKPATRICK. Who prepares that index? 
Dr. HEYMAN. Is that from the CMS or the—I believe it is, but 

I’m not positive. 
Ms. KIRKPATRICK. I’m a new member, so please bear with me. 
Dr. HEYMAN. The other thing I was going to mention is that you 

know, if we rebase, we’re really not changing anything as far as the 
amount of money that we spend. We’re spending the same amount 
of money. The only difference is that we’re being honest about how 
much money we’re spending. 

The previous system of going to the end of the year and then 
having this dance that we did every year is actually gimmickry. It’s 
trying to pretend that we’re spending less money than we are. So 
at least let’s have some transparency and rebase and predict the 
true cost of the medical care that we’re providing to our seniors 
and disabled. That’s where we need to start. 

I would also say that there are a lot of imaginative and innova-
tive ways that people are discussing about physician payment, and 
we’re not opposed to any of them. We’re interested in trying to find 
the right solution and the right way to do it and we’re hopeful that 
we’ll be successful in that. But the first thing we have to do is 
rebase. That’s absolute necessity because otherwise it looks expen-
sive to change the SGR when in truth it doesn’t cost any more than 
if we didn’t rebase. It’s the same price that we’re all paying. 

Ms. KIRKPATRICK. Thank you. One of the things that I’ve noticed 
over the years is the increasing complexity of the reimbursement 
process and since we’re talking specifically today about Medicare, 
I’d like to hear from Dr. Harris and also you, Mr. Hannon, from 
your standpoint. If you think that reducing that complexity some-
how streamlining the reimbursement process might actually help 
deliver better healthcare, and provide a better cost basis. 

Dr. Harris, we’ll start with you. 
Dr. HARRIS. As you know, we favor eliminating the SGR, but we 

feel that certainly a need, Congresswoman Kirkpatrick, for pay-
ment reform. Now the model that is talked about most now is the 
patient-centered medical home. First, we would suggest that it be 
expanded from simply the eight states to convert it from a dem-
onstration project to a pilot project. It will be much more meaning-
ful data if it involves far more than the 400 physicians that are an-
ticipated to be involved. That’s number one. 

Number two, that we need to explore other models. I mean no 
one knows the answer to your question how best to do this. But we 
need to get on with trying other ideas. So we would encourage this 
Committee. We would hope that you would encourage that HHS 
would have the authority to test other models so we could see 
which accomplishes what you’re after. 

Lastly, to the issue of simplifying things, everyone would ap-
plaud that. I mean with hundreds of insurance companies, no two 
doing things similarly, it just takes enormous numbers of personnel 
just to keep this huge ship afloat. We believe that the patient-cen-
tered medical home though holds promise for simplifying that. And 
that if there is some component of reimbursements that’s based 
upon bundling as in for a team-based approach where physicians 
and for the payor they know that there is a bundled payment. 
They’re not looking as much for cause for pre-certification or to jus-
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tify because they don’t really care. That would make it much easi-
er. 

Ms. KIRKPATRICK. I realize I’ve exceeded my time, Madam Chair-
woman. I welcome your response in writing. I don’t want to take 
any more of the Committee time, but thank you very, very much. 

Chairwoman VELÁZQUEZ. Mr. Luetkemeyer. 
Mr. LUETKEMEYER. Thank you, Madam Chair. I think Dr. Moffit 

hit it a while ago when he said the devil is in the details. I think 
one of the things you’re trying to do today is how a small provider 
is being impacted by what’s going on and until we know a little 
more in detail about what’s going on with the budget, we’re kind 
of throwing darts with a blindfold on here, I think. It’s difficult to 
get our hands around this issue. 

I certainly appreciate all of you being here today and giving us 
your concerns and your input because within the day we have the 
finest healthcare system in the world. We’ve got to find a way to 
keep it in place and be able to pay for it. That’s our struggle. 

I just have one quick question. Just to follow up on Mr. Graves’ 
initial question about the IT stuff. In talking with some of my doc-
tors --and this is directed at Mr. Heyman here when he made the 
statement-- it saves money and it’s easier to access and do things. 
The doctors in my District—I’ve got one large practice or a large 
group of them-- and they’re telling me that most of them that do 
it have found it rather cumbersome from the standpoint of it takes 
time and the longer it takes to do this, the fewer patients they see; 
therefore, in essence, it doesn’t necessarily save a lot of money from 
the position that obviously the fewer patients they see, the less 
money they make. So can you address that? Are they wrong or so 
we just got a learning curve here, we’re not up to speed? What are 
your thoughts? 

Dr. HEYMAN. I think you just hit it on the head. It is a learning 
curve. There’s no question about it. In my first two weeks of doing 
this, I was seeing one patient every hour just so that I could learn 
this system. There’s no question that there’s a learning curve. But 
after you’re familiar with the software that you’re using, and al-
most all of the really good software is the same way, once you’re 
familiar with it it becomes very, very easy to just—it’s like talking 
almost or typing. You just get used to it. But it takes a while. 
There’s no question about it. 

And the other problem for a practice like you described, is that 
it isn’t just in my case because I’m using it I have only a single 
employee, so I have only one person I have to teach. In the practice 
you’re describing, they not only have to teach all of the physicians, 
and all of the ancillary people that are actually providing the care, 
but on top of that they have to teach everybody in their practice 
how to use this thing. And it slows everybody down. It’s not just 
the provider, it slows everybody down when you first start using 
it. 

So I would agree with them. 
I’ll tell you another barrier is that people know that eventually 

they’re supposed to talk with each other, all these different soft-
ware products. And a lot of people feel that they’re not talking to 
each other now, so maybe it’s a good idea to wait until they are 
talking to each other and that they know that they have the final 
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version. I don’t happen to agree with that, but I sure understand 
that. If it were me, today, and I were in that situation and I didn’t 
know about the software, all of these major products will eventu-
ally talk to each other. 

But I would be holding back myself. 
Mr. LUETKEMEYER. I think you’ve got another point that I was 

going to get to shortly also with regards to being able to integrate 
the different software programs because I know even within some 
of the hospitals that I’ve been talking to you have different areas 
of the hospital that can’t even talk to each other because their soft-
ware programs don’t connect. That is a tremendous inefficiency 
within the hospital itself. So it’s a huge barrier for care. It’s a huge 
barrier for being able to do the kind of job that they’re really sup-
posed to be doing. 

I guess my comment would be, ″how do we get past that?″ I know 
with the advances in software, you’re going to continually, in my 
business world back home, we have new software changes every 
three years. We just rotate one in and rotate the other one out 
after three years. I mean, if this is the case here, how do we keep 
up? You’re talking about a long learning curve here. Are we going 
to be that inefficient from now on? 

Dr. HEYMAN. I believe that it will increase efficiency. I believe 
that any physician that does this, once they’ve been doing it for a 
while they would never go back to paper. 

Mr. LUETKEMEYER. Dr. Preskitt, you’ve got your hand up there? 
Dr. PRESKITT. Yes, thank you very much. I agree with Dr. 

Heyman. Just for disclosure, I don’t have an electronic medical 
record. I am in a group that is looking at them for primary care. 
That may be why you sat me next to him, but health information 
technology is extremely important for surgical practices because we 
rely on hospitals and hospitals rely on us. Most of what we do is 
done in a hospital. And any health information technology I have 
in my office must speak to the hospital system, be able to relay in-
formation as well as radiology results and x-rays. So the interrela-
tion not just between hospitals and small business practices, but 
between these practices and the hospital systems until it does that, 
it probably won’t be worth the expenditure. 

Mr. LUETKEMEYER. Thank you. Thank you, Madam Chair. I yield 
back the balance of my time. 

Chairwoman VELÁZQUEZ. Mr. Sestak. 
Mr. SESTAK. Thank you, Madam Chair. May I ask just a question 

of Dr. Moffit? You had, in your testimony, you had been open to 
the issue of I think pay-for-performance and hospital readmissions, 
the policies, how well it’s done it seems to be what your question 
is. 

On the hospital readmission, in President Obama’s budget there 
seems like there’s both the carrot and the stick. It isn’t just a stick 
and I’d appreciate it, sir, if you could comment upon this because 
your testimony indicated there was more of a stick there rather 
than any carrot. 

So how would you construct it to make sure, sir, if it was done 
well? He kind of bundles his payment with the 30-day afterwards 
with acute provider, so there’s a little carrot there and a little stick 
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with a little less payment if they have to come back. What would 
you do to make sure this works? 

Dr. MOFFIT. I’m not certain. I am not certain. I like— 
Mr. SESTAK. You’re not opposed to the idea. You’re just not cer-

tain how to execute it? 
Dr. MOFFIT. No, as I said in my testimony, I think the objectives 

of this are very, very good. 
Mr. SESTAK. Does a proposal of comparative research help in this 

area? 
Dr. MOFFIT. It might. Well, comparative effectiveness focuses pri-

marily on medical treatments. The President is addressing what is 
probably one of the weakest links in the American healthcare sys-
tem: the sickness or spells of illness that happen to the elderly 
where they end up in hospital intensive care units, usually for a 
week or two. They’re there for a while. Oftentimes, there’s a great 
deal of confusion. You have the young people coming to see their 
parent and they’re trying to find out exactly what their medical sit-
uation is. They’re there for a spell of time and then they’re sent 
from the hospital emergency room or from the intensive care unit 
to some skilled nursing facility. 

Mr. SESTAK. Right. 
Dr. MOFFIT. And they’re there for a while, I’m afraid too often, 

there’s a breakdown in the continuity of care. And they’re there for 
a while and then they’re sent back to the hospital. Clearly the 
President’s objective here is exactly right. 

Mr. SESTAK. He’s got the right idea. 
Dr. MOFFIT. Yes. 
Mr. SESTAK. It’s not dissimilar to a Vet getting out of the Depart-

ment of Defense and trying to find his way through the VA. 
Dr. MOFFIT. Right. 
Mr. SESTAK. I’m quite taken, if I could, and ask you, sir, how 

might you do it. You were a little more concerned, I think, that 
you’re going to get a little less cost if it comes back to you to pay. 
The reason I am is the question that’s come up here several times 
is how do pay for all this? 

Dr. MOFFIT. Right. 
Mr. SESTAK. And every research that I’ve done, the way we pay 

for this is efforts like yours, Doctor, the preventive care if you real-
ly do go to these patient-centered medical homes. If the savings 
that they can bode or the savings that we can get out of this pay- 
for-performance or how we do it, that in my mind is the real pay, 
almost simultaneously we need to do HIT and other things. 

Do you disagree with that approach? 
Dr. MOFFIT. No, no. 
Mr. SESTAK. Sir, how would you do this? 
Dr. MOFFIT. I think there are two things here. Pay-for-perform-

ance is a separate issue, I think, from the hospital admission issue. 
Physician pay-for-performance is a separate issue. But I like in 
principle the idea of ″bundling the payment″ to the hospital for 
spells of illness in certain cases. I think if we start paying for re-
sults that is where we ought to go. 

Mr. SESTAK. I agree. I need to move over. Results in the terms— 
Dr. MOFFIT. Results in terms of outcomes. 
Mr. SESTAK. Preventive care. 
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Dr. MOFFIT. Not just preventive care. When we have people in 
the emergency room, when we have people in the intensive care 
unit, we don’t want them to be ″frequent flyers″ from the skilled 
nursing facilities back to the hospital. 

Mr. SESTAK. I understand. If I could just move—and I know that 
you’re a special case in the sense that your data is less and that, 
but how would you set this very important critical area up? 

Mr. HANNON. Certainly hospitals look forward to doing the bun-
dling. 

Mr. SESTAK. Less data because hospital— 
Mr. HANNON. Our concern is oftentimes as you look at the path 

of treatment for patients, especially in rural communities, it may 
start in a physician’s office, come to a hospital for a part of the ad-
mission, and for diagnostic testing, and then get transferred to an-
other facility to have some level of care performed and then the pa-
tient or their family requests that that patient be moved back to 
the rural community to be closer to home. 

And so as we bundle that, how are we going to come up with the 
proper way in which to make sure that all of the parties who are 
taking care of the patient are properly paid? In rural communities, 
more often have limited number of partners in which to pair with. 
For instance, in our community, there are only three home health 
agencies, only one of which takes Medicare patients today and only 
one of which has a physical therapist as a part of that home health 
agency. 

So as we bundle care, and that patient needs to go to home and 
that care is bundled under that payment, there may be some delay 
in getting care to that patient because of the limited resources in 
rural communities. And so that is the concern. It’s not that we’re 
opposed to it. It is that we want to make sure that it is done fairly 
and appropriately. 

Mr. SESTAK. I’ve run over my time. Thank you. 
Chairwoman VELÁZQUEZ. Mr. Thompson. 
Mr. THOMPSON. Thank you. Having just come out of rural health 

for the past 28 years and in the Fifth Congressional District of 
Pennsylvania which is the most rural District in Pennsylvania, we 
have lots of hospitals, small hospitals, some healthcare providers, 
rural access hospitals. This is a very important issue and certainly 
my public policy involvement came out of the fact that we have a 
healthcare system today that’s built on regulations from 50 years 
ago, many of them, which is probably step one with healthcare re-
form, bringing the regulations into the 21st century. 

Mr. Hannon, first question, we’re talking about the President’s 
budget, Medicare impact and small providers. Many hospitals in 
my experience and some of you concur, and healthcare agencies 
rely on charitable contributions for investment and capital expendi-
tures, new equipment, diagnostic equipment, sometimes treatment 
intervention equipment and that’s driven through charitable con-
tributions. And any thoughts on how the President’s proposal to 
eliminate the charitable tax deduction for some taxpayers may im-
pact that? 

Mr. HANNON. Thank you for the question. While I haven’t stud-
ied that with the American Hospital Association, I am certainly 
very concerned about that. Having come out of Pennsylvania my-
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self prior to going to North Carolina, a great deal of how we sur-
vive, how we grew, how we provided technology was through phi-
lanthropy. Even today as we look in North Carolina, for example, 
with the economic times that we are in, we’ve already been told by 
some of those philanthropic organizations that we’re likely to have 
less opportunity and a greater competition for the few dollars that 
are going to be available to us. Their contributions are down in 
those agencies and therefore their ability to hand that money to 
hospitals is also down. 

We used to rely on it and I’m sure many of my colleagues across 
the country would agree that we can sustain our day-to-day oper-
ations from the revenue that we get from patient care. The ability 
to expand, the ability to bring new technology, the ability to replace 
our aging plants is really done by those contributions. 

Mr. THOMPSON. Thank you. I want to take that tax proposal 
within the budget next step to kind of open this up to all those who 
are representing the physician providers just to see what do you 
see as the impact on small healthcare providers, specifically those 
physicians whose practices may be organized as LLCs or S Cor-
porations with a proposed, the President’s proposed tax increase 
rate for those who are in that $200,000 or $250,000 and higher? 

Dr. HARRIS. I confess I don’t know enough to answer your ques-
tion about the tax code and so forth. I couldn’t give you a meaning-
ful answer. 

Mr. THOMPSON. Any thoughts? I certainly encourage you to go 
back and take a look at that in terms of those physicians that you 
have that are organized in those ways that they are going to be im-
pacted pretty significantly, perhaps, by that. 

Next question, actually back to Mr. Hannon, I know one of the 
things in rural—it’s good to hear you came from Pennsylvania. 
Sorry you left. In rural Pennsylvania, one of the issues that I hear 
all the time and I experienced myself had to do with the Medicare 
wage index and how that drives reimbursements. And in terms of 
the differences, how does the wage index in your opinion, the wage 
index payment system impact rural providers versus urban pro-
viders? Any opinion on that? 

Mr. HANNON. I do have an opinion on that. I have found that 
over the years, and most of my career has been in rural healthcare, 
that as the rural communities, especially those adjacent to more 
metropolitan areas are competing for that labor force, we’re at a 
significant disadvantage. We can’t compete with the wages of our 
urban counterparts. It is harder for us. We all compete for labor. 
There is a shortage of labor. There’s no question about that, wheth-
er it be x-ray technicians or nurses or physicians. As we recruit, 
it is much harder for us with that wage index formula. 

Mr. THOMPSON. Okay, great. I have just a short time left, but I 
throw one question out that really I don’t think has been ad-
dressed. The looming crisis in healthcare, as I see and experience 
is the lack of qualified physicians, nursing and allied health as a 
result of the baby boomer retirements, specifically, especially in 
rural America. Any thoughts what the impact of this will be, not 
just fiscally on our healthcare, but certainly from a workforce per-
spective on those that you may represent? 
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Mr. HANNON. I’ll be happy to start. We have 420 employees, 311 
full time employees. Seventy of my employees, 70 of the 400 are 
over the age of 60 this year. We will have a significant problem try-
ing to recruit technicians, especially, to that area. As we look at re-
cruitment of physicians to our community we are finding that the 
group of physicians that we’re able to recruit to our community are 
actually those who are nearing retirement, because those coming 
out of residency are not interested in coming to rural parts of the 
country. 

Dr. PRESKITT. Thank you very much. There’s no question, gen-
eral surgical workforce is aging as all health professionals are. 
Twenty years ago, 39 percent of general surgeons were in the 50 
to 62 year of age group. Now it’s 50 percent. Now don’t get me 
wrong. I think that’s a very blessed age group to be in. Frankly, 
these surgeons and physicians are probably at their prime, but 
they are looking for that. 

We are finding that folks are retiring earlier. However, this re-
cent economic change may change that. I think one of the key 
things is the assistance with graduate medical education. I had a 
young partner who moved to the suburbs. He had $150,000 of med-
ical school loans to pay back and that’s about what a house would 
cost when you’re starting out. When I graduated from medical 
school in ’75, that’s 1975— 

Chairwoman VELÁZQUEZ. We have an opportunity with other 
members. You will have an opportunity to expand. Time is expired. 

Dr. PRESKITT. Thank you very much. 
Chairwoman VELÁZQUEZ. Mr. Ellsworth. 
Mr. ELLSWORTH. Thank you, Madam Chair. We could be holding 

these meetings every day until we fix this problem and the Com-
mittees definitely should. 

Dr. Moffit, I appreciate your comments. I don’t disagree at all 
with you about naming the price first and in a former life, we built 
a building in my county. They put a $35 million price tag on it and 
you guess how much it cost? Right at $35 million. So I agree with 
you. 

Dr. Harris, what I heard you say in a more eloquent way is that 
for the first time in a long time, President Obama was being honest 
about what the cost is and that these things belong in the budget 
and no different than the war in Iraq and Afghanistan ought to be 
in the budget and people ought to know. 

I heard a Member say one time that sure, our budget is smoke 
and mirrors, but it’s a hell of a lot more honest of smoke and mir-
rors than their side. That’s not what the American people expect 
and it’s not what they want us doing here. 

I think we can stipulate that this system needs an overhaul. I 
think everybody at the table has said that already. What I see in 
my short time here in Congress is the different groups come in and 
many of those at your table come into our offices and talk about 
what your particular organization or alliance needs for their por-
tion. And what we’re not getting is I’ll get some groups come in, 
they’ll beat up on the HMOs and the insurance companies. The in-
surance companies come in and beat up on the docs, the hospitals, 
doc-owned hospitals beat up on the hospital association and vice 
versa. 

VerDate Aug 31 2005 09:22 Apr 09, 2009 Jkt 000000 PO 00000 Frm 00030 Fmt 6633 Sfmt 6633 G:\CLERKS~1\HEARINGS\TRANSC~1\48123.TXT DARIEN



25 

We’re going to have to throw everybody in the same room at the 
same time. We don’t do this stuff for a living like you do. You know 
this stuff. We make the rules based on your suggestions, and all 
have very convincing arguments. I think we have to all get to-
gether. 

One, can we do this one spoke at a time, or is it going to have 
to be a comprehensive healthcare reform, everybody in the room, 
lock everybody in until we come out with a finished product? Or 
can we do it a spoke at a time so we don’t keep kicking this can 
down the road and just take a yes or no if we can do that, because 
I have a couple of other questions. 

Can we do it comprehensive? Or is it going to be a spoke at a 
time? What do you see? 

Dr. MOFFIT. I don’t think that you can pass a comprehensive bill. 
I don’t think that Congress has the political machinery to do that, 
and maintain the kind of consensus you will need to make it work. 
I think this is one area where Americans, as I pointed out, have 
a broad agreement on the goals. I don’t know of any person that 
I deal with in the healthcare policy community that thinks that all 
Americans should not have health insurance coverage. I don’t know 
anybody who feels that way. 

I don’t know anybody who thinks that we should not control costs 
in an efficient way or improve the value that we get from the dol-
lars that we’re spending on this $2.4 trillion system. But when you 
get into the details that is where the consensus breaks down. I’m 
not trying to rain on this parade. All I am saying is that this proc-
ess, if it is really going to work, is going to have to be a process 
where we work together. It has to be bipartisan-a real bipartisan 
process- of coming to agreement on this. And we’ve got to focus in 
on those matters that we can all agree on. 

There are two areas where I don’t think there is much debate. 
One is that low-income people who do not have access to health in-
surance, access to private health insurance, ought to get some di-
rect assistance in getting it. That is one clear area where I think 
Republicans and Democrats agree. The other thing to remember is 
that the United States is a country of 300 million people in very 
different states where the healthcare systems actually differ a 
great deal. The health insurance markets in Massachusetts and the 
health insurance markets in Utah are not the same. And we have 
to recognize therefore that we’re dealing with a very diverse thing. 
It’s not one single system. So we have to be careful. I think we 
have to move discretely, and we have to debate every provision. 
This is not to slow things up. It’s just to make sure that we under-
stand what we are doing because this is an area where the law of 
unintended consequences can go berserk. 

Mr. ELLSWORTH. Mr. Hannon? 
Mr. HANNON. Mr. Thompson, I would say the simple answer, yes, 

I agree with you that we do need to get together, and in fact, there 
is a group meeting together of all of the players here at the table 
and well beyond in an effort to bring health for life to this commu-
nity. AHA is a member of that effort as are the other members who 
are here at this panel and many more who are coming together to 
fix this issue. We do believe in the healthcare reform and it’s im-
portant. 
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Mr. ELLSWORTH. Dr. Harris? 
Dr. HARRIS. Mr. Ellsworth, we need a major overhaul of the 

healthcare delivery system in this country and it will require all 
the stakeholders. The reality of it is everyone is going to have to 
give up something to make this system work. 

Mr. ELLSWORTH. Ten seconds? Thank you. Like you said, I think 
you’re right, Dr. Moffit, we’re going to have to compare apples to 
apples on these policies, what coverage people get and we have to 
look at end of life issues, what’s the percentage, is it 68 percent, 
I’ve heard, in the last two weeks of life, nobody wants to talk about 
it, but you all may have a statistic that I haven’t heard that 68 
percent of healthcare cost is spent in the last two weeks of life. Is 
that accurate? Okay, okay. Thank you very much. I yield back, 
Madam Chair. 

Chairwoman VELÁZQUEZ. Ms. Dahlkemper. 
Ms. DAHLKEMPER. Thank you, Madam Chair. I come out of a 

healthcare background. I was a dietician for 24 years, so this is al-
ways great for me to hear all of you out there that I have worked 
with so many of you over the years. 

I am also from Pennsylvania. I actually—my District borders Mr. 
Thompson’s District and we have very similar issues when it comes 
to rural healthcare. Most of the hospitals in my District are really 
in much more rural areas and even the ones in the most urban 
area deal with the wage index. I’m like Mr. Ellsworth, being lob-
bied by every single group and the issues do differ, so I thank you, 
Mr. Ellsworth, for bringing up your point. I think it’s a great point 
to make. 

As we go forward here, we’ve got to put everybody in the room 
and we’ve got to come to consensus and there’s got to be give and 
take. 

I did have a question, Mr. Hannon, for you regarding the bun-
dling issue and particularly small rural hospitals because as I’ve 
looked at this, I see this as such a challenge and I think maybe 
it’s because of my current experience, my 80-year-old parents and 
the issues they’ve had over the past few years. And just looking at 
this goal to reduce healthcare costs and when you are in a more 
rural area or an area even as I am in Pennsylvania where many 
people will go to Cleveland and Pittsburgh to have their other pro-
cedures done or continued healthcare done. 

What can you give me as specific examples of the types of chal-
lenges that you think that hospitals are going to face as we look 
forward to this? And it kind of goes back to, I guess, Mr. Sestak, 
and we have to have a model for this. 

Mr. HANNON. Right. I think some of the challenges that we will 
face is different in every community. The resources, in particular, 
in rural America are different from those in our urban areas. As 
I mentioned, we’re blessed to we have three home health agencies 
in my community, but only one takes Medicare patients. So if we’re 
going to be bundling and we’re going to be looking for partners 
where we can come together to provide the most efficient, cost-ef-
fective care, how will we measure that? What are our choices? 

In our community, getting access to assisted living facilities is 
often the challenge. Patients in rural communities may complete 
their care in a hospital and we wait to find an available bed in a 
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skilled nursing facility. That doesn’t help us reduce the cost of 
healthcare in those areas. Those are some of the challenges that we 
have. 

So much of healthcare also involves mental health coverage. In 
rural communities, the limited number of mental health providers 
and the social workers, to assist the family with the challenges of 
taking care of especially an elderly person, a tremendous weight on 
the hospital. We are looked to as the source for that care when we 
ourselves don’t have those resources. 

Ms. DAHLKEMPER. I guess I would like to hear from any of your 
physicians’ organizations regarding the bundling issue and where 
you see the challenges in terms of your specific groups? 

Dr. PRESKITT. Well, from a surgical standpoint, risk adjustment 
and looking at those models, the NSQIP program we have uses 30- 
day risk-adjusted mortality. I think there are three of you from 
Pennsylvania. I’ve not heard the Geisinger system mentioned, but 
they’ve proven that with a model population where it’s homo-
geneous, that in fact, you can develop statistics and data and figure 
out what it costs to provide care within a system. The Geisinger 
system, as I understand, also utilizes the advanced medical home. 

I think done with proper data, bundling can occur that would in-
volve surgical services within that 30-day period. Currently, we’re 
personally bundled in a 90-day period for most of these cases. 

Ms. DAHLKEMPER. Dr. Harris? 
Dr. HARRIS. Yes. I noticed of bundling physician services with 

other physicians, with other hospitals, with hospitals, is among 
those options that we feel need to be studied more. And in truth, 
don’t have enough data on to answer specifically how it would 
work. 

The one bundling though that we believe there are good data on 
is bundling of service in that patient-centered medical home be-
cause the current payment system which as you know is based 
largely on a fee-for-service type of thing, the only thing that that 
uniformly achieves is that people are rewarded for seeing more pa-
tients or doing more procedures. So bundling is the notion that ob-
viously you would like to fund a team, including nurse practi-
tioners, PAs, dieticians, I mean people to help you by taking a por-
tion of the load. We believe that’s a much more effective way to re-
form the healthcare system, the financing of it. 

Ms. DAHLKEMPER. Thank you. Dr. Heyman, did you have any-
thing you wanted to— 

Dr. HEYMAN. Well, I would just say if by bundling you mean 
combining physicians and payments with hospital payments, I find 
a certain irony there because when you’re talking about account-
able healthcare organizations, that kind of thing, on the one hand 
we hear of this tremendous resistance to physician-owned hospitals 
and yet on the other hand we’re proposing all kinds of ways to 
make physicians and hospitals work together and have the same 
incentives and it doesn’t make any sense to me that the same peo-
ple are talking about both things. It seems to me that this is a 
great argument for physician-owned hospitals. 

Ms. DAHLKEMPER. Thank you. My time is up. 
Chairwoman VELÁZQUEZ. Mr. Griffith. 
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Mr. GRIFFITH. I thank the panel for being here and Dr. Harris, 
I think that with the shortness of time I think you’ve identified the 
problem, is the lack of primary care. I believe that we recognize 
that two percent of our classes are going into primary care and our 
primary care providers are aging and moving off the stage, so to 
speak. 

The obvious to me is that why aren’t we using our nurse practi-
tioners, our PAs, more aggressively and why aren’t we empowering 
them and each state to be our primary care providers because if we 
started today it would be a decade or maybe more even if we could 
incentivize the primary care provider to go into primary care, so to 
speak, and if we could incentivize them to be distributed properly, 
it would be a long time coming. 

I believe that the American College and the AMA and the Amer-
ican College of Surgeons could go a long way as far as our 
healthcare problem is concerned, if we could identify the restric-
tions that are centuries old on what someone can do for a patient, 
whether it be order a mammogram or an x-ray or work up that pa-
tient. And the other thing that we’re not saying is is that physi-
cians are trained with an emergency room mentality. And we know 
that half of all of our deaths for the next century are going to be 
lifestyle-related deaths. And trained physicians are very poorly 
trained to take care of the young family, advise the mother on nu-
trition, walk through them a holistic type approach and I believe 
that that’s where we’re going to fall down as far as our obesity, dia-
betes, hypertension, neonatal care, and many of us from rural 
areas have seen this over and over and over again. And it appears 
that we’re training these well-trained PAs, they’re taking care of 
our men and women in Iraq right now. They’re in every U.S. em-
bassy, but yet we don’t allow them to practice in the United States. 

Dr. HARRIS. Mr. Griffith, the American College of Physicians 
couldn’t agree with you more that we need a team-based approach 
to healthcare. And modeled again in the expansion of primary care 
with offices with a team of people including nurse practitioners and 
PAs. 

We met with many of the leaders of the nurse practitioner orga-
nizations just last July to talk about how we could work collabo-
ratively to try to improve the quality of healthcare. We just pub-
lished a paper that said that we believe in the CMS demonstration 
projects, that they should also consider looking at nurse practi-
tioner led medical homes. As you know, that’s controversial, but 
the reason we did that is it would be utterly pragmatic. I think I’m 
right about this. Twenty-eight, if I have the number right, of the 
states, plus the District of Columbia, allow nurse practitioners to 
practice without physician supervision. And of the remainder that 
require physician supervision, only one requires that the physician 
be on the premises. Thus, it makes sense to look at that model. 

Now the second part of your question about essentially scope of 
practice, that is defined by each state and it differs from state to 
state. We applaud the notion of people practicing within this scope 
of practice, but not exceeding it. We still believe that the best med-
ical home is one headed by a physician, and particularly, particu-
larly, with the chronically ill patients in this country. Twenty-three 
percent of every one on Medicare has five or more chronic illnesses. 
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We believe they certainly fit into the scope of practice of a well- 
trained physician, primary care physician. 

Mr. GRIFFITH. Well, I appreciate that and I would say to Dr. 
Moffit that in every physician’s exam rooms is a plaintiff’s attor-
ney, so if you’re wondering why those patients are readmitted from 
a nursing home or an intermediate care facility, it’s because the 
family is there and the physician is there and he is basically saying 
to himself, I really don’t have a choice. I know I shouldn’t readmit, 
the patient is terminal, but there’s the plaintiff’s attorney lurking 
there somewhere. I think that is an issue that we haven’t dis-
cussed, but has to be addressed. 

Dr. MOFFIT. There’s a good case for medical malpractice reform. 
Chairwoman VELÁZQUEZ. Time has expired. Ms. Clarke. 
Ms. CLARKE. Thank you very much, Madam Chairwoman and 

Ranking Member Graves for holding this hearing today on a topic 
that is so critical to my District, and indeed, to our nation. As Con-
gress works to finalize the FY 2010 budget, we must closely exam-
ine Medicare, Medicaid. The Obama Administration proposes 
changes to these programs that may impact small healthcare pro-
viders and the success of healthcare reform. 

Medicare/Medicaid are nationwide programs that provide 
healthcare coverage for over 43 million elderly and disabled Ameri-
cans. These programs, particularly Medicaid, is vital to many low- 
income New Yorkers—I’m a New Yorker—who rely on this pro-
gram for primary care. The examination of the President’s budget 
proposal and how it may impact small healthcare providers is an 
imperative for the success of our emerging healthcare delivery sys-
tem and the growth of its economic viability within our local com-
munities. 

My first question is to Dr. Harris. You stated in your testimony 
that the Institute of Medicine reported that the additional primary 
care physicians are—that additional primary care physicians are 
now needed to meet the demand in currently undeserved areas. I 
just learned that in total over 1.9 million Medicare enrollees cur-
rently live in areas with inadequate access to primary care physi-
cians including Flatbush, Brooklyn which is located in my District. 

As a matter of public policy, what do you think that Congress 
should consider to address the currently underlying shortage in 
available primary care resources and what could we do to attract 
these physicians to undeserved areas? 

Dr. HARRIS. Madam Clarke, as you suggest, there is a shortage 
now, even with 46 million uninsured people, we’re 16,000 short, ac-
cording to the Institute of Medicine and the Health Affairs projects 
it’s going to be a 40,000 shortage, that’s even allowing for the nurs-
ing issue. So it is an enormous issue. 

I think two things come to mind. One, part of the patient-cen-
tered medical home demonstration projects has to do with Med-
icaid. As I recall, there are 25 states in the United States which 
are now trying Medicaid demonstration projects to see if the pa-
tient-centered medical home concept can help reduce the cost and 
improve the quality for those who are on Medicaid in those 25 
states. 

The second issue gets to your point of the distribution of physi-
cians. A very difficult issue. I mean the practical one that one can 
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do now, we understand that Congresswoman Allyson Schwartz, I 
believe, is introducing legislation that will propose loan forgiveness 
for kids of about $30,000, $35,000 a year to help overcome their 
debts from medical school in exchange for time that they will spend 
in undeserved areas. 

What the College would say and encourage you is when you’re 
defining these undeserved areas, think about primary care in 
undeserved areas, not all physicians because that truly, as your 
District is where the need is so utterly acute. 

Ms. CLARKE. Can you, Dr. Harris, can you determine how pri-
mary care physician availability may be affected by possible hos-
pital closures? Do you know if most area hospitals can accommo-
date displaced ambulatory care resulting from a reduction in pri-
mary care? 

Dr. HARRIS. No, I mean you would have two dreadful things hap-
pening simultaneously. You would have a shortage of the primary 
care physicians who ostensibly could follow people in an outpatient 
setting and provide preventive care, their acute illnesses, their 
long-term chronic care. 

Then you would have the hospitals to which many of them now 
turn, absent primary care physician, particularly for the acute care. 
So it would simply compound the problem, but you know, at the 
risk of beating a dead horse, we believe therate limiting factor and 
if I can add, if I may, for the Committee just parenthetically, the 
American College of Physicians championing this notion of primary 
care is not as self-serving as it sounds. Half of our membership is 
subspecialists. This is a difficult message we have to convey to 
them. But we have tried to do it in an objective fashion and the 
data again, in this country and overseas, utterly compelling, that 
the best way to reduce costs and improve quality coast to coast is 
trying to get our 30 percent of that workforce up closer to the 50 
percent as all those other 12 countries have which have everything 
so much less expensively than we do and with better outcomes 
than we do. 

Ms. CLARKE. Thank you very much, Madam Chair. Thank you to 
all of you for your testimony today. It’s been quite compelling and 
I’m sure we’ll be relying on your expertise going forward as we look 
at what we do with our healthcare system for the 21st century. 
Thank you very much, gentlemen. 

Chairwoman VELÁZQUEZ. Mr. Thompson, do you have any other 
questions? 

Mr. THOMPSON. First of all, I thank the Chairwoman for this. 
This is—more dialogues like this, the better. I want to thank my 
colleagues, Mr. Griffith, Ms. Clarke by following up on the work-
force issues. This is about, a lot about access of healthcare. We’re 
all concerned with access, affordability and quality. But we can’t 
have access when we don’t have qualified providers out there. So 
the fact that we’ve gone down that road, I appreciate your re-
sponses. If we don’t have qualified providers, it doesn’t matter what 
the reimbursement system is. It doesn’t matter how we’re struc-
tured and so the supply side of healthcare is something we need 
to attend to as well. So I just appreciate the panel’s expertise and 
input this afternoon. Thank you. 
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Chairwoman VELÁZQUEZ. Thank you, Mr. Thompson. I want to 
take this opportunity to thank all of you for being here today, for 
being part of this discussion. I just want to make sure that small 
businesses are represented at the table because a lot of medical 
solo practitioners are small businesses and given the challenges 
that we face in terms of healthcare costs, our budget, the fact that 
47 million are uninsured without any type of health coverage in the 
richest country in the world, inaction is not an option. 

I feel very optimistic that we’re going to get it done, but we have 
got to do it right and that is why it’s so important to continue this 
type of discussion until we have a bipartisan comprehensive legis-
lation that truly addresses the most dramatic issue of the rights of 
healthcare costs and the fact that still so many do not have access 
to quality healthcare coverage, including our children. So with that, 
I thank you all and I ask unanimous consent that Members will 
have five days to submit a statement and supportive materials for 
the record. Without objection, so ordered. This hearing is now ad-
journed. 

[Whereupon, at 2:59 p.m., the hearing was adjourned.] 
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