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RISING COSTS, LOW QUALITY IN HEALTH
CARE: THE NECESSITY FOR REFORM

TUESDAY, JUNE 3, 2008

U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, DC.

The hearing was convened, pursuant to notice, at 10 a.m., in
room SD-215, Dirksen Senate Office Building, Hon. Max Baucus
(chairman of the committee) presiding.

Present: Senators Rockefeller, Bingaman, Stabenow, Salazar,
Grassley, Hatch, Snowe, and Crapo.

Also present: Democratic staff: Bill Dauster, Deputy Staff Direc-
tor and General Counsel; Elizabeth Fowler, Senior Counsel to the
Chairman and Chief Health Counsel; Shawn Bishop, Professional
Staff Member; Susan Hinck, Fellow; Tara Clay, Fellow; Mollie
Lane, Law Clerk; and Elise Stein, Detailee. Republican staff: Mark
Hayes, Republican Health Policy Director and Chief Health Coun-
sel; Rodney Whitlock, Republican Health Policy Advisor; and
Lyndsey Arnold, Intern.

OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA, CHAIRMAN, COMMITTEE ON FINANCE

The CHAIRMAN. The hearing will come to order.

People generally, but perhaps mistakenly, attribute to Mark
Twain the saying, “Everybody talks about the weather but nobody
does anything about it.” Health care reform is like that, too. People
talk about it often in Washington, DC and across the country, but
for some time now nobody has accomplished anything about it.

I hope and intend that the Finance Committee will prove that
old saying wrong, at least when it comes to health care. I hope and
intend that we can seize the opportunity to achieve what previous
Congresses and Presidents were unable to do. We must find a way
for all Americans to have access to affordable, high-quality health
care.

Today’s hearing will take stock of the current health system. We
will look at the current system so that we can craft the right re-
forms and make the right changes. We thereby hope to yield the
desired result: affordable, high-quality health care for all Ameri-
cans.

Today we will hear about some of the major problems in the cur-
rent system. We will hear about the difficulties that employers face
in providing health coverage to their employees and their retirees.
We will hear about hardships that employees have in paying for
their insurance and for health care that is not covered, and we will
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hear how the current system impedes American business in com-
peting in the global market.

We will also look at the value of the health care that Americans
buy. American health care is technologically advanced and sophisti-
cated, but it is costly and it lacks focus on prevention, wellness,
disease management, and other basic efforts to increase efficiency.
We will hear how we can stretch our health care dollars further.

America spends more than $2 trillion a year on health care, but
47 million Americans are uninsured. That means 1 of every 6
Americans does not have access to health care, except in over-
crowded emergency rooms, so 1 out of every 6 Americans has to
worry about every sniffle and every cough turning into something
serious.

In some parts of the country the share without insurance is even
greater. In my home State of Montana, it is 1 in 5 people who lacks
health insurance, and in Texas, 1 in 4 is uninsured; clearly unac-
ceptable.

The trends are heading in the wrong direction. The number of
uninsured Americans increases every year. The cost of insurance
continues to increase faster than the economy and faster than
wages. Fewer employers offer coverage to their employees, and
fewer employees are able to afford it. Benefits have been scaled
back, co-pays expanded.

People are paying more and getting less, and the quality of care
being provided is not as high as it should be. We can do better. We
must do better. We have no choice. We can increase the number
of Americans who have health coverage, we can lower the cost of
insurance to help both employers and employees, and we can im-
prove the quality of care to help everyone lead longer, happier,
more productive lives.

We can make American businesses of all sizes more competitive
by helping them to provide health coverage for their employees. By
providing all Americans with affordable, high-quality health care,
America can remain an attractive option for new job growth. We
should not just talk about jobs leaving our shores because other
destinations have health coverage that is less expensive; we need
to do something about it.

Our efforts to reform need to include ways to control costs. Amer-
ica simply cannot sustain its current rate of growth in health care
spending over the long run. We must find a way to bend the cost
curve, otherwise health spending will consume our entire economy.

Our efforts at reform must also include ways to improve the
quality of care. America trains the world’s best doctors, operates
some of the best hospitals, develops the most advanced medical
technology, but our health outcomes lag behind those of other in-
dustrialized countries. We must demand better health care out-
comes from our health system. Our efforts at reform must include
a new focus on prevention, on wellness, and on chronic disease.

Health care should be about fostering good health, not just treat-
ing illness. We are gaining knowledge about how to prevent and
manage diseases. If we expand and apply that knowledge, we can
improve health outcomes and increase the cost of health care. Our
current system leaves too many people without coverage. It hinders
employers, it leaves employees exposed. Our current system is in
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need of reform. We must do it right, and in order to do it right we
need to ask experts for help.

Today we have a panel of such experts. This is the second of a
series of hearings in health care reform that the Finance Com-
mittee will hold this year. These four witnesses can help us to un-
derstand the major issues in our current system and why we need
reform. Their diverse perspectives can help us focus reform so that
we reach our goal of having affordable, high-quality health care for
all Americans. So today let us talk again about health care reform.
Let us hear from the experts about how to do it right. Let us plan
this year so we can act next year to actually do something about
health care.

I will turn to Senator Grassley.

OPENING STATEMENT OF HON. CHUCK GRASSLEY,
A U.S. SENATOR FROM IOWA

Senator GRASSLEY. Thank you very much for holding this hear-
ing as a forerunner to your idea, and I am working with you on
it, for the Health Care Reform Summit in 2 weeks.

In America, we pay a lot for health care. According to Kaiser, the
United States spends more on health care, as both a percent of
GDP and on a per capita basis, than other OECD countries.

Well, if we are going to be spending that much money for health
care, we should have the best health care in the world, right?
While health care spending continues to rise, it seems like the U.S.
continues to lag OECD countries on indicators of quality.

Obviously that is unacceptable, and we want to improve that sit-
uation. We have certainly made some forward progress, at least on
the Medicare front. Transforming the way in which Medicare pays
for health care has been a bipartisan priority that the chairman
and I share.

Last Congress, we introduced the Medicare Value Purchasing
Act. This bill starts all Medicare providers on the path to being
based more on quality of care instead of volume. We have accom-
plished much since the introduction of this act. Currently, a num-
ber of Medicare providers, including hospitals and ambulatory sur-
gical centers, home health agencies, and physicians, report quality
measures in return for a full annual payment update and bonus.

The reporting of quality measures is an important first step to-
wards transforming Medicare from a passive payer of health care
to a value purchaser. Hospitals by far are the furthest along in
reaching this goal.

A Medicare demonstration project on value-based purchasing for
hospital services shows promising results. Last year, the Secretary
of HHS released a value-based purchasing implementation plan for
Medicare hospital services. It is obvious that a lot of thought was
put into coming up with this plan. I look forward to working with
Senator Baucus and other members of the committee to implement
value-based purchasing for Medicare hospitals.

When the Federal Government can play a role in improving qual-
ity, we ought to. We have a lot to learn from the private sector as
well; in some ways, the private sector is ahead of us. We should
also ensure that nothing we do interferes with that private sector
effort. I am looking forward to this testimony.
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Maybe parenthetically here, I am done with my statement, but
I ought to say something that came out in the 17 town meetings
I had last week. Iowa health care providers come, so I make this
statement based upon, one, we are looking at the United States as
a whole, but looking at how maybe people in the Midwest might
see quality.

There is some quoting of annual—I think it is Dartmouth Uni-
versity—studies showing a lot of places in Iowa being very high in
quality, second, third, fourth in the Nation, and maybe low in costs.
So they keep asking me, how come, if we are doing such a good job
delivering on health care, we are not getting paid more for doing
it? So that is kind of where the rationale comes in, moving from
quantity to quality for reimbursement.

So as we do look at the country as a whole compared to other
OECD countries, we need to know that in some places in America,
maybe we rank a little better according to OECD than what maybe
the country as a whole does.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator, very much.

Now I welcome the witnesses. First, Dr. Paul Ginsburg, who is
president of the Center for Studying Health System Change; sec-
ond, Dr. Beth McGlynn, associate director of RAND Health. Our
third witness, I guess, will be introduced by my colleague from
Michigan.

Senator STABENOW. Thank you, Mr. Chairman, for giving me the
opportunity just to welcome Ms. Felicia Fields from the great State
of Michigan, representing Ford Motor Company. She has been with
Ford Motor Company since 1986, rising through the ranks to be-
come Ford group vice president for Human Relations and Cor-
porate Services since March 25th of this year, and, I would just
add, named by Automotive News as the 2005 Leading Woman in
the North American Automotive Industry.

So, welcome. Glad to have you.

The CHAIRMAN. Thank you very much, Senator. Ms. Fields, wel-
come.

Our final witness is Ms. Arlene Holt Baker, executive vice presi-
dent, AFL-CIO.

As you all know, I am sure you know, it is our customary prac-
tice to have all of your statements automatically included in the
record, and we ask each of you to speak about 5 minutes.

Dr. Ginsburg, why don’t you begin?

STATEMENT OF PAUL B. GINSBURG, Ph.D., PRESIDENT, CEN-
TER FOR STUDYING HEALTH SYSTEM CHANGE, WASH-
INGTON, DC

Dr. GINSBURG. Yes. Mr. Chairman, Senator Grassley, members of
the committee, thank you for the invitation to testify. I am going
to focus on health care costs.

The affordability problem in health care is not some academic
issue of the ideal percentage of GDP, but it is a real phenomenon
that is limiting many people’s access to health care and leading to
financial harm for some who are ill. As health spending continues
to grow more rapidly than our incomes, inability to afford health
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insurance is moving up the income scale and is now becoming a
middle-class issue.

Rising costs are increasingly straining government budgets, with
revenues roughly constant as a percentage of GDP and there being
existing commitments to finance health care. So when health
spending trends outpace the GDP, other policy priorities are get-
ting crowded out and, at the Federal level, deficits are higher.

Rising costs mean that initiatives by government to expand cov-
erage are likely to become more expensive over time and to be part-
ly undermined by increasing numbers of people needing assistance
in affording health insurance as time moves on. It is almost like
filling a bucket that is leaking badly.

We understand the drivers of rising health care costs fairly well.
Advancing medical technology is by far the largest factor, and
much of this technology improves patient outcomes. But often tech-
nologies are applied to many patients who do not have the poten-
tial to benefit, and the drug Vioxx is a classic example of this phe-
nomenon. Our financing and regulatory system also leads to many
technologies with unknown benefits diffusing widely.

Aging is a driver of rising health care costs, but its impact has
been measured by many researchers and has been found to be mod-
est, perhaps a half a percentage point per year. This is good news.
It means that much of the health care trend is not out of bounds
to attempts to lower it.

An overlooked factor as a driver of rising health care costs is
small gains in productivity in the delivery of health services. The
cost of automobiles has not increased rapidly and the cost of com-
puting power has fallen over time because of substantial produc-
tivity gains each year. But we cannot expect to achieve such gains
in health care when the providers are paid on a piecework basis
for what they do rather than on the basis of providing an episode
of care for patients or management of a chronic disease.

There are many possible policy steps to address costs. No one is
likely to be powerful enough to achieve the slowing of the trend
that is needed. Consumerism can certainly contribute, but I doubt
it can do the whole job, especially in its current form. We need to
pursue many approaches simultaneously, both to compromise dif-
fering ideologies, but also to protect against some of them turning
out not to meet our objectives.

I urge attention to these three areas. One is a sharp increase in
government resources going to clinical effectiveness research, with
the directive to the entity to uncover technologies with either nega-
tive or low value for patients.

Second, we need to revamp the provider payment system so that
acute episodes of care are paid for using a single payment to all
providers involved, and where the management of chronic disease
is paid for on a capitated basis. Since Medicare provider payment
policies now influence Medicaid programs and private payers, the
Federal Government is well-positioned to lead on this while re-
maining a payer rather than a regulator.

Third, there is a great deal of potential to improving personal
health habits, but we do not yet have the effective tools to accom-
plish this. I urge you not to oversell some policy ideas that may be
worthwhile in general but have very uncertain potential to contain
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costs. Examples of these would be health information technology,
quality improvement activities, and medical liability reform.

Here are my final thoughts. Containing health care costs is hard
work, and it is hard both because every dollar spent on health care
is someone’s revenue and those people all have lobbyists to rep-
resent their interests.

Beyond what we can accomplish by increasing efficiency, con-
taining costs means people not having all the services that they
might like to. We need to define success in our cost containment
endeavors by the percentage of foregone services that have little or
no value, and by whether we think the sacrifices are being distrib-
uted equitably.

Thank you very much.

The CHAIRMAN. Thank you, Dr. Ginsburg, very much. I appre-
ciate that.

4 [The prepared statement of Dr. Ginsburg appears in the appen-
ix.]
The CHAIRMAN. Dr. McGlynn?

STATEMENT OF ELIZABETH McGLYNN, Ph.D., ASSOCIATE DI-
RECTOR AND DISTINGUISHED CHAIR IN HEALTH QUALITY,
RAND HEALTH, SANTA MONICA, CA

Dr. McGLYNN. Good morning, Chairman Baucus, Ranking Mem-
ber Grassley, and distinguished members of the Committee on Fi-
nance. I am honored to testify before you today about the problems
with health care quality.

On a personal note, I am delighted to appear before my Colorado
College classmate, Senator Salazar. Go Tigers! [Laughter.]

I applaud the committee for putting quality on the health reform
agenda. All too often, people assume that if we solve the problems
with access and cost the quality problem will be solved. The most
important message I can leave you with today is this: if we get ev-
eryone insured and we put a lid on health care costs, we will not
have solved the quality problem. It is a separate problem, it re-
quires separate solutions.

Many people say that the United States has the best health care
system in the world. In 2003, my colleagues and I published in the
New England Journal of Medicine the first national comprehensive
study on quality of care for adults. We examined 439 indicators of
quality for 30 different clinical areas. We found that, on average,
American adults received just 55 percent of recommended care for
the leading causes of death and disability. We spend more than
$2 trillion annually on health care, and we get it right about half
the time. That may be the best in the world, but I hope you would
agree that we can, and should, do better.

Quality problems are more pronounced for older and younger
Americans. My colleagues found that the vulnerable elderly re-
ceived only one-third of needed care for conditions unique to this
population, for example, falls that lead to hip fracture, urinary in-
continence, and dementia. My own team reported last year that
children received just 47 percent of recommended care.

When we published these studies, people said to us, well, there
may be problems overall in the U.S., but the care in my community
is much better than that. We collected enough information to allow
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us to construct quality scores for 12 metropolitan areas around the
country. We found remarkably little variation in quality, ranging
from 51 percent of recommended care delivered in Little Rock, in
Senator Lincoln’s home State, to 59 percent of recommended care
delivered in Seattle, in Senator Cantwell’s home State.

When we published these findings in Health Affairs, the Seattle
Post Intelligencer headline read, “Seattle: Best of a Bad Lot,” and
I thought they got it about right.

I am sure Senator Kerry would be disappointed to find that Bos-
ton, that well-known medical Mecca, was second to Seattle at 57
percent. Performance in other communities that are located in
States represented on this committee include 56 percent in Syra-
cuse, 55 percent in Lansing, and 55 percent in Phoenix. The rel-
atively small differences we found in these very disparate commu-
nities have led most people to conclude that their own community
probably performs similarly.

The next comment we heard was, well, quality may be a problem
nationally and even in my community, but my care is excellent.
But in fact we found that everyone is at risk. We found no substan-
tial advantages for population subgroups defined by gender, age,
race, income, and insurance. We know these factors may make a
difference in determining who gets in the door of a medical care
system, but once in, it appears these factors convey relatively little
advantage.

The consequences of these failures to deliver needed care are sig-
nificant. The quality deficits we documented contribute to 29,000
preventable cases of kidney failure annually among persons with
diabetes; 68,000 preventable deaths among persons with hyper-
tension; 37,000 preventable deaths among persons who have heart
attacks; 10,000 preventable deaths from pneumonia. Make no mis-
take: poor quality is deadly.

While we were conducting this study, my father was hospitalized
with congestive heart failure for the third time in about 18 months.
In looking at his medical records, which he would only ask for after
he was discharged from the hospital for fear of upsetting his doctor,
we found that he was not on the preferred medications for his con-
ditions and he was not getting adequate doses of the medications
he was receiving. My father was insured, educated, and had been
a hospital administrator for more than 30 years, and even he is
failing to get the care he needed.

I would like to close with an observation. The hearing today com-
pares the problem of rising health care costs with the problem of
low quality. Many people believe that improved quality will lower
health care costs. While there are certainly examples of better
quality being cheaper, there are many other areas where we would
expect improved quality to increase costs.

The history of quality improvement for more than 5 decades
shows that there is greatest interest in improving quality if it
achieves cost reduction objectives. I hope this committee has the
courage to support efforts to improve quality whether or not they
save money. I hope you will commit to improving quality because
it is the right thing to do.

In the future we may even spend more money than we do today,
but we can substantially improve the value of that expenditure if
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we focus on making real the claim that America has the best
health care system in the world. We can deliver on that promise,
and we must.
Thank you.
The CHAIRMAN. Thank you, Dr. McGlynn.
4 [The prepared statement of Dr. McGlynn appears in the appen-
ix.]
The CHAIRMAN. Ms. Fields?

STATEMENT OF FELICIA FIELDS, GROUP VICE PRESIDENT,
HUMAN RESOURCES AND CORPORATE SERVICES, FORD
MOTOR COMPANY, DEARBORN, MI

Ms. FIELDS. Good morning, Chairman Baucus, Ranking Member
Grassley, Senator Stabenow, and members of the committee. I com-
mend the committee for this important hearing and am pleased to
discuss our experience and challenges in providing high-quality
health care coverage at Ford Motor Company.

Last year, Ford spent $2.2 billion, or about $1,000 per vehicle,
to provide health care coverage for 535,000 U.S. employees, retir-
ees, and their dependents. Of that, $1.2 billion was for retiree care.
While we are pleased to provide high-quality benefits to Ford em-
ployees and retirees, we have had to take significant steps to ad-
dress this cost to help secure the financial viability of Ford.

Last November, Ford and the UAW ratified a contract estab-
lishing a new independent, voluntary Employee Benefit Association
Trust to which Ford will contribute $13.2 billion. This trust will ad-
minister post-retirement benefits to former hourly employees and
active employees as part of the new contract effective September
2007.

These measures are necessary to continue offering health care
benefits to our employees and retirees without compromising the
company’s financial viability; however, they still do not address
projected health care cost increases. Therefore, we are working to
create a culture of health and wellness as a central portion of our
health care strategy. As the first step, we started providing re-
sources and tools to improve employee health status and aid sound
choices about health care services and coverage.

We recognized that one important tool employees need to im-
prove health status and become better health care consumers is an
information infrastructure. In 2004, Ford, in conjunction with oth-
ers, created the Southeast Michigan E-Prescribing Initiative, one of
the country’s largest employer-driven e-prescribing efforts. In 2006,
we led the formation of the Southeast Michigan Health Information
Exchange to create the infrastructure for regional transmission of
health care information among health care providers and patients.

We also recognized that many employees with chronic diseases
need greater involvement by their primary care physicians; there-
fore, we took a leadership role in Michigan’s participation in the
Improving Performance and Practice Initiative to provide tools to
ensure these patients receive recommended treatments and preven-
tive services.

Despite these efforts, much more can be, and must be, done. I
would like to leave you with some policy suggestions on how the
Federal Government could assist. Much recent discussion on health
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care reform has justifiably centered on the uninsured, however, too
much of that discussion focused simply on expanding coverage,
such as financing, modifying insurance markets, and mandates.

A better approach is to improve health care coverage afford-
ability, evaluating the cost drivers, and addressing them. Simply
subsidizing excessive health care spending does not offer a long-
term solution to America’s health care problems, and it may well
exacerbate them. Instead, by first making health care coverage
more affordable for the entire population, uninsured and insured
alike, we benefit both immediately and over the long term.

Over the last several years generic substitution has allowed some
control of prescription drug costs, yet one element of our prescrip-
tion drug costs continues to increase rapidly: biologics. We urge
Congress to enact legislation giving FDA approval to approve safe
and effective biogenerics and eliminate perpetual monopoly pricing.

Incentive-based wellness programs are currently limited to 20
percent of cost of coverage. Raising this to a higher percentage
would also allow greater incentives for people taking an interest in
their wellness. This is good for them, good for us, and good for the
country.

To prevent gaming of the system, we further suggest modifying
regulations regarding voluntary behaviors to enable wellness pro-
grams to offer differential rewards and rewards based on outcomes.
This would reward those who actually do the hard work to improve
their health status and adopt better health policies.

Similarly, we recommend strong Federal leadership for estab-
lishing one set of standards for health care quality and one set of
best practice guidelines for improving the population’s health sta-
tus. The Federal Government, including CMS, can provide a cen-
tral leadership role by adopting constructive policies. These can,
and certainly will, be replicated in the private sector.

Many systems benefit from adoption of health information tech-
nology, but are only achievable if infrastructure allowing electronic
storage and exchange of such information exists. This infrastruc-
ture requires start-up funding and incentives for physicians to
make the investment to participate. We suggest Federal assistance.
As an employer offering health care in 50 States, the ability to offer
uniform benefits is also vital.

Mr. Chairman, thank you again for the opportunity to share our
experiences with this committee. Thank you very much.

The CHAIRMAN. Thank you, Ms. Fields.

[The prepared statement of Ms. Fields appears in the appendix.]

The CHAIRMAN. Next, Ms. Holt Baker?

STATEMENT OF ARLENE HOLT BAKER, EXECUTIVE VICE
PRESIDENT, AFL-CIO, WASHINGTON, DC

Ms. HoLT BAKER. Good morning, Chairman Baucus, Senator
Grassley, and distinguished members of the committee. Thank you
for the invitation to participate in this morning’s hearing and to
offer our perspective on behalf of working women and men on the
need for health care reform.

I would like to commend the committee for launching this series
of hearings on health reform and laying the groundwork for a na-
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tional debate on how best to secure affordable, high-quality health
care for all Americans.

The AFL-CIO represents 10.5 million members, including 2 mil-
lion members in Working America, our new community affiliate,
and 56 national and international unions that have bargained for
health care for more than 50 years.

Our members are among the most fortunate; through bargaining,
they have good benefits from their employers. Yet even the well-
insured are struggling with health care cost hikes that are out-
pacing their wage increases, and far too many working families
just cannot keep up.

Earlier this year we launched an online survey that captured
working families’ concerns about health care. More than 26,000
people took the survey over a 7-week period. Most are insured and
employed, most are college graduates, and more than half are
union members. These are the people, it would seem, most likely
to have positive experiences with America’s health care system. In-
stead, their responses tell a sobering story about the breadth of the
problems with health care in America.

Nearly all survey-takers with insurance, 96 percent, say they are
“somewhat” or “very concerned” about affording coverage in the
next few years. Almost two-thirds who have employer-provided cov-
erage say their costs have gotten worse. More than half of survey-
takers say their health insurance does not cover all the care they
need at a price they can afford, and preventive care, if uncovered,
is unaffordable for more than a third.

Almost 7,500 people posted their stories of health care system
failures. One of these stories comes from Doreen in Venetta, OR.
She wrote, “I worked for a manufacturer for over 15 years. My
wages stayed the same for over 6 years. As I found myself paying
more and more for health care, co-pays went up, deductibles went
up, and the last year I worked there I was paying a portion of the
premium. In late 2006, the company sent my production job to
Mexico and China, and I was laid off. I could not afford COBRA
premiums. I am 2 years away from Medicare and unemployed and
on the faith-based health care system: I pray I don’t get sick. Oh,
yeah. I'm a cancer survivor, and I haven’t done the yearly check-
up in 3 years.”

These survey results and stories put a human face on the statis-
tics that are perhaps numbingly familiar, yet all too telling. Health
premiums are rising 3 times faster than wages and inflation, an-
nual premium costs for family coverage have almost doubled be-
tween 2000 and 2007, and, as the number of uninsured grows, so
too does the cost-shifting that occurs in our fragmented system.

More than $900 of the average premium covers treatment for the
uninsured. Year-in and year-out, health care costs are the toughest
issue in bargaining, and workers regularly forego bigger wage
hikes to fend off greater health care costs, demonstrating the value
workers place on the security of health benefits they can count on
to cover the care they need.

But these trends are unsustainable, and the status quo is unac-
ceptable. Our employers are, for the most part, the good guys. Our
unions work with them to make limited dollars stretch as far as
possible to meet escalating health care costs, yet they increasingly
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find themselves competing domestically and internationally with
firms that do not bear the same cost pressures. Globally, U.S. firms
pay more as a percent of payroll and as an hourly cost than our
major trading partners.

Here at home, firms that provide good benefits to their workers
and their families find themselves picking up costs for firms that
either do not cover dependents or do not provide coverage at all.
Even public employers that have typically provided good health
benefits are struggling under growing cost pressures, especially as
more States find their budgets hit by the economic downturn.

We regularly work with employers to tackle these problems.
Value-based purchasing and electronic prescribing are two policies
that make sense and have the support of many in the business,
labor, and consumer worlds. We know we are not getting consist-
ently high quality for the money that we spend, and disparities of
care persist across our population based on race, ethnicity, lan-
guage, and gender.

We can do better and we can save money at a time when 47 mil-
lion Americans are uninsured and tens of millions more worry
about losing the coverage that they have. It is crucial that we un-
derstand health reform as a process of transforming the way care
is structured and provided, not just a debate over who pays the
bills. But reform must address costs and coverage as well. We need
comprehensive reforms that will not only improve quality, but
lower costs and extend coverage for everyone.

Last year, the AFL-CIO launched a campaign to mobilize our
members to push for national reform that will guarantee afford-
able, high-quality coverage for all Americans, and we will measure
various plans and proposals against our principles of reform. These
principles are built on group coverage and pooled risk rather than
the flawed individual insurance market.

Everyone would get health care as good as they have now or bet-
ter, and everyone must share in the responsibility for financing
that coverage: government, employers, and individuals. Everyone
would get a choice of health plans, including the right to keep their
current coverage, or to choose another private plan or public plan.
The government should act as a watchdog on cost, quality, and
fairness. These principles are consistent with those of many other
stakeholders, but we recognize that there will be other approaches.
Our members and our employers have an important role to play in
the national debate to come, and this committee will of course be
at the center of that debate.

We look forward to working with you to enact legislation that
will guarantee affordable high-quality health care for all Ameri-
cans.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you very much, Ms. Holt Baker.

[The prepared statement of Ms. Holt Baker appears in the ap-
pendix. ]

The CHAIRMAN. Dr. Ginsburg, I would like to ask you how we
might structure public/private institutions to look at comparative
effectiveness as one way to curb excessive and inappropriate costs.
Basically, a couple of questions. One is, what might this structure
be? Second, what might such an institute focus on?
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Dr. GINSBURG. Yes. There are two keys in this structure. One is
to provide some insulation from micromanagement by both the
Congress and the President. There cannot be influence on par-
ticular reports and analyses that the entity performs. Also, it re-
quires a large, stable funding stream.

Areas of focus should be both those where there is a possibility
that a technology is harmful to some patients that it might be used
for, but also technologies where the benefits to some of the patients
it might be used for turn out to be very small in relation to costs.
The history of advancing medical technology in this country is ap-
plying it to too many patients, not only the ones who can benefit
tremendously, but some who cannot. So I think that these should
be some thoughts on the structure.

The CHAIRMAN. Right. But could you expand a little bit on your
point about insulation from micromanagement?

Dr. GINSBURG. Sure. The Medicare program has a governance
problem, where both the Congress and the White House, no matter
what party is in control, get very involved in the details. In a
sense, it is like a company having a Board of Directors of 535 pull-
ing it in different directions. The entity for effectiveness research
and for the Medicare program needs to have some insulation,
where it gets broad directions and its gets oversight, but it is not
subject to having each individual decision, like how much to pay
for oxygen or whether to have competitive bidding for durable med-
ical equipment, reviewed by the Congress.

The CHAIRMAN. There is a lot to be said for that. I feel, often,
that this Congress is not qualified to make a lot of those individual
decisions that we now do make. We are just not competent, in
many cases, to know which of those micro-decisions are appropriate
or inappropriate. As you say, a lot of it is just due to political pres-
sure. We want to do what is right, clearly, and try to balance out
different interests. But I sometimes think that something has to
change, because we are bogged down too much in details. But if
you have some thoughts on down the road on how to provide that
insulation, we would surely appreciate it.

You mentioned something about a substantial resource lull.
Could you expand on that a little bit, please?

Dr. GINSBURG. Yes. I think in recent years, when you look at the
amount of resources the Agency for Healthcare Research and Qual-
ity spends on effectiveness research, it is very, very small in rela-
tion to either funding for biomedical research or to what the Medi-
care and Medicaid programs spend. It just seems as though there
is a potential, with some ramp-up time, to accomplish a lot more,
but resources are needed.

The CHAIRMAN. Do you think such an institute is necessary to
get control of the costs?

Dr. GINSBURG. Effectiveness research?

The CHAIRMAN. Yes.

Dr. GINSBURG. Yes. I think it can contribute if the direction, if
the focus is broad enough, is on value issues and cost-effectiveness
issues and not only looking for technologies which turn out to harm
patients. I think the key thing is the charge that Congress gives
to the entity.

The CHAIRMAN. All right.
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Dr. McGlynn, I was interested in your comment that quality is
separate from coverage and cost. I was a little unclear about what
the impediments, in your view, are to insufficient care, that is, why
so few patients get the recommended care and what the solution
might be, in 5 seconds. [Laughter.]

Dr. McGLYNN. In 5 seconds. Let me start with, I think, the main
thing, which is, we have this antiquated delivery system that was
built at a time when there was not much we could do, and most
of what we could do was in response to acute, frankly, self-limited
illnesses. So we have this very reactive system. We have not done
anything to change the fundamental delivery of health care, and
yet the problems facing physicians are quite a bit different. There
is relatively little planning. I think every time a patient shows up
in a doctor’s office, it is sort of like a surprise party. Nobody goes
in with a sense of the things that need to be done for the particular
patient that is in front of the doctor.

We also have this nutty idea that doctors are not subject to the
same cognitive limitations of the rest of the world, so we have doc-
tors who operate with handwritten medical records, and they either
cannot read their own writing or could not possibly find the rel-
evant information in the 17 minutes they have with the patient.

So I think we need some fundamental restructuring of the way
that the health care system is delivered. I think it starts with
health information technology. It is pretty hard for me to imagine
how we would make significant progress if we do not introduce the
benefits of computers into the health care delivery system. I do not
think that is a panacea. I think there is a lot of evidence of how
that cannot meet the promise, but it is pretty hard to imagine how
we would make progress without that.

The CHAIRMAN. Thank you. Thank you very much.

Senator Grassley?

Senator GRASSLEY. Thank you very much.

I am going to start with Ms. Fields. You testified that Ford has
taken steps to provide resources and tools to your employees that
allow them to become better health care customers. What did you
learn through your culture of wellness program? Can you document
positive results over the period of time? I suppose it is a relatively
short period of time that you have been involved. Will this ulti-
mately save Ford money or is it perhaps already saving Ford some
money, the extent to which you can document any of those things?

Ms. FIELDS. Yes, Senator Grassley, it has been a relatively short
period of time. I can say that we have strong experience to draw
on relative to the cost savings. We do know that, by involving em-
ployees in their care and also more proactively involving attending
physicians working with employees around chronic disease, that
over time we are going to reduce their risk of chronic disease.
There is a very strong correlation between lowering risk and low-
ering cost.

So as we get the risk factors down in our employee population
base, we can see the reductions that will go down in our health
care spending. Also, everything related to wellness, relating to
their involvement, the comprehensive way that we can be on the
prevention side rather than the reaction side, obviously over time
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will lead to a healthier employee, and also a reduction in cost over
time.

Senator GRASSLEY. But even though you cannot actually see
costs right now, you have still a very positive view towards what
you are doing as not only increasing the quality of life for people,
but also saving your plans money. Is that right?

Ms. FIELDS. That is exactly right.

Senator GRASSLEY. All right.

Dr. McGlynn, you testified that increasing access to medical in-
formation technology would increase the quality of care because pa-
tients would have access to their own information. Even with ac-
cess to their own medical information, how do you go about chang-
ing what I consider a decades-old attitude of American patients not
to really question their doctors, just to do what the doctor says? It
seems to me you have to change the culture. How do you suggest
that?

Dr. McGLYNN. Thank you, Senator Grassley. I think the trans-
parency initiatives, the public reporting of quality information has
been critical in beginning to break down the public’s perception
that their doctor gets it right all the time. I have had these experi-
ences in my own family with my father being unwilling to question
his doctors. For him, having printed information like checklists of
the things that should be going on for somebody with his condition
from an authoritative source was critically important.

Publishing information that says that quality falls short in hos-
pitals and in doctors’ offices makes people believe that it is incum-
bent upon them to get into more of a dialogue with their doctor.
So I think all of the transparency initiatives and putting tools like
checklists in patients’ hands are two things that could be done that
would be important.

Senator GRASSLEY. All right.

Ms. Holt Baker, kind of the employee side of a question I asked
Ms. Fields, but not quite exactly the same question. Since a lot of
the companies your unions deal with have instituted wellness and
prevention programs, and Ford being one of them, since your union
represents millions of people, it would be interesting to gauge how
many of them are taking an active role in their own health care
and well-being. In your recent survey, what did you find about your
members’ willingness to do more to stay healthy?

Ms. HoLT BAKER. Well, Senator, our members certainly believe
in wellness, and we believe that you have to take personal respon-
sibility for that. But in the survey, what we discovered from the
members, and others who were not members, their responses pri-
marily were about their concern and their fear about the rising cost
of health care, their ability to afford it, and for those who had it,
the ability to hold onto it. So, certainly that was what was ex-
pressed most in those surveys that we had taken. We would concur
that certainly wellness is very important, but we need to first move
toward fixing this broken system, and in doing that we believe that
the wellness programs also will be able to have better and more
preventive efforts in those areas also.

Senator GRASSLEY. All right.
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In a very short answer, because my time is up, to you and to Ms.
Fields, what one measure could the Federal Government take that
would do the most good to improve quality in the private sector?

Ms. FIELDS. It is hard to prioritize on, Senator Grassley. But I
would say health information technology infrastructure is very im-
portant to our ability to get transparency, data consistency, and
protocols that really support high-quality care.

Ms. HoLT BAKER. Senator, we think that Medicare has led the
way on health care quality. One of the things I would say is that
Medicare is laying the groundwork for private sector efforts, and
more of those efforts to provide purchasers with greater informa-
tion about quality of care provided would help private sector pur-
chasers use their buying power.

Senator GRASSLEY. Thank you.

The CHAIRMAN. Thank you, Senator Grassley.

Senator Bingaman?

Senator BINGAMAN. Thank you all for being here.

Dr. Ginsburg, you suggested three things that we could do to
deal with the cost issue. One of them was to pay for management
of chronic diseases on a capitated basis. I gather Medicaid and
Medicare, you are suggesting, should do that. Is this one of these
areas where Congress needs to act? Why can CMS not do this?

Dr. GINSBURG. Certainly there is movement at CMS now, such
as planning a demonstration of a medical home, which really is a
step towards capitated payment for management of chronic disease.
In that case the capitated payment would be for the services that
typically are not paid under fee-for-service so that physicians can
do those and not be financially penalized.

But I would imagine that the entire thing might be within the
authority of the Medicare program to do, but, if it is a big change,
it always helps to have a directive from Congress to say, this is the
priority and we will back you if you go in this direction and ruffle
some feathers in the process.

Senator BINGAMAN. But I gather a significant portion of our med-
ical cost in the Medicare system, for example, is connected to these
chronic diseases—diabetes, hypertension, congestive heart failure,
these types of chronic diseases. If we were to just direct Medicare
to begin compensating for treatment of those through this on a
capitated basis, you think that would save some money?

Dr. GINSBURG. Yes. I think this would be one area where there
would be both substantial quality improvements if this succeeded,
and this is an area where quality improvements come with cost
savings. They are not in conflict with each other.

Now, going all the way to full capitation payment, that is some-
thing down the road. There would have to be intermediate steps,
and probably medical home is the first step to it, where you con-
tinue paying for things that are billable today on a fee-for-service
basis and the capitation payment is for the coordination services,
the educational services, whatever is important to the management
of chronic disease that is not supported by our current payment
system.

Also, I think, because of the position that Medicare is in today
when it comes to provider payments, we are seeing that many of
the advances in payment methodology that Medicare puts out are
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adopted by Medicaid programs and often adopted by many private
insurers.

So in a sense Medicare is in the unique position where it can re-
form its own payments and it does not have to require others to
use its methods, and it is likely that they will because the program
has the credibility and the size so that Medicaid programs or pri-
vate insurers might be able to pursue payment changes that they
would have liked to, but did not think they could pull off on their
own.

Senator BINGAMAN. These are very large bureaucracies we are
talking about here. I understand that you cannot turn around on
a dime, but there is a frustration that I feel about, whenever we
think about some kind of reform, first we have to take baby steps
and see how that works, then we have to think about maybe taking
another step, and sometime 2 or 3 decades from now maybe we will
get it reformed. Is that the best 