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A REVIEW OF HOSPITAL BILLING AND
COLLECTIONS PRACTICES

THURSDAY, JUNE 24, 2004

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

The subcommittee met, pursuant to notice, at 2:20 p.m., in room
2123, Rayburn House Office Building, Hon. James C. Greenwood
(chairman) presiding.

Members present: Representatives Greenwood, Stearns, Burr,
Bass, Walden, Ferguson, Rogers, DeGette, Allen, Schakowsky, and
Waxman.

Staff present: Mark Paoletta, majority counsel; Anthony Cooke,
majority counsel; Brad Conway, majority counsel; Michael J. Abra-
ham, legislative clerk; Edith Holleman, minority counsel; Amy
Hall, prsfessional Staff; Bridget Taylor, professional staff; Voncille
Hines, research assistant; and Dave Vogel, legislative clerk.

Mr. GREENWOOD. The subcommittee will come to order. Let me
begin by apologizing to all for the delay, it’s the unavoidable ex-
igencies of voting, but we welcome you all. The Chair recognizes
himself for the purpose of making an opening statement.

We convene this afternoon to review hospital billing and collec-
tion practices for uninsured/self-pay patients. Today in this country
an average working man or woman treated at a hospital can be
stuck with a bill that is double what managed care or government
programs pay. These are uninsured/self-pay patients who don’t
have the weight of an HMO to negotiate on their behalf, or don’t
qualify for government health assistance. Then, to add insult to
their injury, they are sometimes aggressively pursued for these in-
flated debts. The situation is unfair and it is unjust.

To put these hospital charges in perspective, let us look at a sim-
ple chart that paints a troubling picture. This provides a basic
breakout of hospital revenues and costs. Based on our research,
these proportions seem common in the hospital industry.

The black column, second from the left, is the cost to the hospital
for providing the service. On either side of the cost column, Med-
icaid and Medicare can be seen to pay, on average, a bit less and
a bit more, respectively. Third-party payers, such as insurers and
managed care, represented by the yellow column, pay within a
wide spectrum but, on average, provide profitable reimbursement.
The red column on the far right is what many hospitals expect the
uninsured and self-pay patients to pay. This charge to uninsured
and self-pay patients is, generally speaking, the hospital’s “charge
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master” rate. That term will come up a lot today, so let us talk
about charge masters for a moment.

Charge masters are catalogs of prices for all services and sup-
plies offered at a hospital. They sometimes run hundreds of pages
and contain thousands of line items. The prices in a charge master,
as indicated in the chart, can bear little relation to the actual cost
to the hospital. Indeed, some items on a charge master can reach
well over 1000 percent markup.

And these prices continue to grow each year increasingly out of
proportion to costs. In California urban hospitals, for example, the
average price mark-up over cost has risen from 174 percent in 1990
to 310 percent in 2003. Most hospitals, I think, will admit to being
hard-pressed to justify these charges. Rather, hospitals will explain
that charge master prices are the product of many complex and so-
phisticated market forces in health care, including government en-
titlements, managed care, and rising costs. There is, without a
doubt, a number of significant and powerful moving parts in health
care finance, but we must not allow the working class uninsured
to get chewed up in these machinations.

Hospitals will say they address the matter of high charge master
prices through their charity programs which provide care free or at
a reduced cost to the needy. Unfortunately, this too often covers
only some people for only certain services.

Further, I question whether we can be assured of the fairness or
reasonableness of charges which, in some instances, are merely dis-
counts from an already inflated number. For example, let us return
to the chart using the 2002 numbers. Even if an uninsured patient
had a 25 percent discount, he or she would still be paying twice the
cost. A partial discount off an inflated number seems very arbi-
trary. Even given all the well-administered, generous and com-
mendable charity programs offered by hospitals, ultimately, there
are still individuals who are expected to pay these full charge mas-
ter rates.

It would seem that through these charity programs hospitals are
trying to include the uninsured in a finance and accounting system
that appears simply not designed for or allowing for participation
by individual consumers. And if, in the end, managed care, govern-
ment programs and the uninsured are not paying the charge mas-
ter price, then what purpose does the current charge master struc-
ture serve?

Let us turn to what happens when someone is eventually asked
to pay these inflated bills. Hospitals will point out that they collect
only pennies on the dollar and, based on our investigation, this
would seem to be the case.

The question for our purposes here, however, is not what they ac-
tually collect, but what happens to the part they don’t collect? In
a September 2003 study, one nonprofit hospital in Connecticut was
found to have had over a 9-year period medical liens on 7.5 percent
of the homes in a community it purported to serve. A hospital may
indeed only collect 10 cents, but the other 90 cents may be secured
by the patient’s home. Many hospitals have claimed to have re-
cently revisited and revised their collection practices. While that is
encouraging, I remain concerned, however, when I read articles
like the two that appeared in the Wall Street Journal over the past
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couple of weeks, about two of the systems appearing before us
today.

In the first article, from yesterday, one hospital system conceded
that as many as half of those uninsured patients, possibly eligible
for discounts under a new charity program, were not told of their
potential eligibility. And they offered this admission, unfortunately,
only after being confronted with a report by an advocacy group al-
leging that large numbers of uninsured patients seeking care in
their facilities were not learning about available charity discounts.

The second article from 2 weeks ago described the case of a man
who recently had his bank account seized because of a 13-year-old
hospital bill from one of the systems here today. Perhaps what is
more troubling in the story and the age of the bill was the excuse
offered by the hospital. The hospital indicated that this was a mis-
take on the part of a lower-level hospital staff that, when brought
to the attention of senior executives, was immediately remedied.

Are the new commitments recently articulated by so many hos-
pitals to reform their billing and collection practices only known at
the management level? Are lower-level staff, who are actually the
front-line staff, aware of these new policies?

Not to put too fine a point on this, but the awareness, participa-
tion, and cooperation of this front-line hospital staff is vital. How
these hospital employees present payment options to a patient can
mean the difference between having a bill covered by a charity pro-
gram or placing the full amount on a high-interest credit card.

As a further illustration, one system with us today, in a customer
service training manual produced to the subcommittee, made an
explicit statement of “four main priorities when securing payment
on a self-pay account. Priority 1, obtain any insurance information;
priority 2, attempt to obtain payment in full or settle the account;
priority 3, negotiate a payment arrangement; priority 4, determine
fund eligibility.”

The manual goes on to say that billing agents should use their
discretion in applying these principles, but if an agent followed
these priorities, as written, a needy patient might never learn
about charity care before paying by a credit card or agreeing to an
unmanageable and unreasonable payment plan with the hospital.
How the billing process is executed and practiced by the hospital
staff is more important than any new written policy or any prom-
ises or pledges from management.

At the outset of this investigation, hospitals generally acknowl-
edged many of these concerns with billing and collection practices,
but claimed Medicare rules, in some instances, tied their hands
with respect to what they could do for uninsured and self-pay pa-
tients.

In December 2003, 5 months after the start of this committee’s
investigation, the American Hospital Association sought guidance
from the Department of Health and Human Services on these
rules. Two months later, both Secretary Thompson and the HHS
Office of Inspector General responded, largely rebuking the indus-
try’s positions. The final panel of this hearing will feature two rep-
resentatives of HHS, and will explore further with them this guid-
ance.



4

In this regard, I will seek from HHS and the hospitals, an an-
swer to the question of why steps to address the situation have not
been taken until now. If hospitals believed that Medicare rules cre-
ated roadblocks to doing the right thing for the uninsured, why did
they not raise it with HHS earlier?

Cost-to-charge ratios are reported to HHS in Medicare costs that
the Agency must have seen this growing divergence between cost
and charges. Is no one at HHS watching to see whether their rules
and regulations are causing harm?

In December 2002, Trevor Fetter, CEO of Tenet Healthcare, who
is here with us today, made some very interesting remarks in an
investor conference call shortly after joining Tenet. This was al-
most 1% years ago, and in many ways he framed precisely the
issues for which we come here today. Quoting Mr. Fetter: “I would
like to turn to an issue that has bothered me for years. I mentioned
earlier that Medicare requires hospitals to set charges the same for
everyone. This means that the uninsured or underinsured patient
receives a bill at gross charges. In other words, the entire hospital
industry renders its highest bills to the customers who are least
able or likely to pay. The problems that this creates are obvious.
The bills are tremendous and incomprehensible to most people. The
patient leaves the hospital, presumably after some traumatic event,
and the hospital bill adds to the trauma. As a result, they don’t
pay. Thirty percent of the patients account for nearly 100 percent
of the collections from this group, 70 percent of the patients pay
virtually nothing, but Medicare requires that the hospitals make a
bona fide effort to collect. The administrative costs are huge. The
ill will that is generated among the patients is huge. And the whole
situation is far from ideal, from a social or economic perspective.
Tenet employs more than 5,000 people to render bills and attempt
to collect from these patients. It is ridiculous.”

Mr. Fetter could not have put more clearly into words what this
committee’s investigation is about. It is not unreasonable to as-
sume that Mr. Fetter was not the only member of the hospital in-
dustry to recognize this problem. If so, why is there action only
now? Were lawsuits and a congressional investigation necessary for
the industry to address this?

Finally, we will likely hear today testimony and comments about
the role of universal health coverage in the issues we are address-
ing in this hearing. In anticipation, let me say this: In Congress,
we have debated, and will continue to debate, the critical matter
of health care coverage. But since this committee started this in-
vestigation almost 1 year ago, we have seen concrete action improv-
ing the condition of uninsured and self-pay patients facing medical
debts. Our focus on billing and collection issues has yielded specific
and immediate results. I look forward to continuing and building
this direct approach to these problems that is helping real people
right now.

We welcome today representatives from the Department of
Health and Human Services, and the Chief Executives of Ascension
Health, Catholic Health Initiatives, HCA, New York Presbyterian,
and Tenet Healthcare.

We also welcome our panel of experts and advocates, Dr. Ander-
son, Ms. Jacoby, Mr. Rukavina, and Dr. Collins. Thank you all for
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joining us here today, and I look forward to your testimony. The
Chair recognizes the gentlelady from Colorado for an opening state-
ment.

Ms. DEGETTE. Thank you, Mr. Chairman. I agree with the chair-
man, this is a very important hearing on the hospital billing of the
uninsured and underinsured. In particular, I want to extend a wel-
come to Kevin Lofton, who is the President and CEO of Catholic
Health Initiatives in Denver, who is on the second panel today.

Each year, thousands of Americans without health insurance re-
ceive hospital care because of urgent and emergency situations.
Through no fault of their own, though, these patients are unable
to pay their bills. This puts both hospitals and patients in a quan-
dary. The hospitals have spent money and manpower providing
critical medical care, but they have no way to recover the cost. The

atients have incurred catastrophic debts. The amount could be
51,000, $10,000, or even $100,000, and have no ability to get the
amount of money necessary to pay off these bills in a proper period
of time.

The problem stems from the inevitable collision of uninsured pa-
tients needing health care and hospitals needing to be paid for
health care. Now, there are anywhere from 43 to 81 million Ameri-
cans who go without health insurance for at least part of a year.
This is a burden that neither our health care system or our pa-
tients can continue to bear. And as a result of this system, both pa-
tients and hospitals are facing severe financial pressures.

There is no question that some hospitals took collection efforts
too far. Everyone here is aware of reports of body attachments and
other types of financial penalties. The stories frankly are horri-
fying, and we must look into steps to protect patients from over-
zealous bill collectors. This hearing, though, must keep the problem
of hospital billing in context. Too many Americans are unable to
pay for health care because they do not have health insurance.

This subcommittee’s investigation reinforces the reality that the
entire health care system is extremely ill. Some hospitals seem to
view uninsured patients as revenue enhancers. Studies uncovered
that hospitals charge insured patients only 46 percent of the rack
rate for services. This pricing reveals that it is essential that pa-
tients have an advocate in the discounting process. In the current
system, the uninsured are the only ones who have no advocate.
Like any other type of debt collection, hospital billing and collection
practices can have a devastating effect on patients without the abil-
ity to pay. These patients, many of them still recovering from ill-
ness or surgery, may see their credit rating ruined and their finan-
cial lives destroyed.

As Professor Jacoby will describe, this could even mean denial of
housing or employment. This can spiral into a vicious trap. How
can these patients pay their hospitals without new income? And if
the patients have left the hospital still recovering from their ill-
ness,?how easy is it for them to negotiate with a billing depart-
ment?

Now, one Wall Street Journal article I read talked about a man
who was billed $22,000 for a 3-day hospitalization following emer-
gency appendectomy surgery. He couldn’t pay the $22,000. But the
problem we have, I will bet he couldn’t pay it even if under a fee
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reduction program his bill was cut in half, to $11,000. And that is
the problem we have.

Our second panel, comprised of hospital CEOs, will provide more
information on this price system and the collection practices. They
will also describe the steps that they are taking to improve their
billing systems. I am looking forward to hearing the details of these
plans for the uninsured because, up to this point, it has been un-
clear how robust these needed discount programs are.

The investigation of this subcommittee has been extremely com-
prehensive and valuable. Examination of this problem has brought
to light some specific examples of egregious billing practices, but I
hope that these stories do not overshadow the fact that both pa-
tients and hospitals are caught in the same vicious cycle. Hospitals
cannot be expected to absorb all the cost of serving the growing
number of uninsured and underinsured, and I am sure the chair-
man did not mean to imply that in his opening statement. What
this country needs is a system in which everyone has access to and
can pay for essential health care services, both emergency and pre-
ventive. Every American should have basic health insurance that
is affordable.

As this hearing will show, the financial burdens that our unin-
sured patients and our hospitals struggle with every day make this
an issue that can no longer be delayed and, frankly, it is a problem
that is getting worse and worse, both for the un- and underinsured,
afr}dhfor the hospitals which are trying to bear an increasing burden
of this.

Now, it would be easy for us to simply blame hospitals for over-
aggressive bill collection and too high rates, but it would miss the
larger point. Too many Americans are unable to pay for health care
services because they do not have health insurance. I hope this
hearing serves as the impetus for us to address this larger issue
that is at the root of the problem. And, Mr. Chairman, I would ask
unanimous consent to put Mr. Dingell’s opening statement in the
record, and also any other member of the full committee who wish-
es to insert an opening statement in the record.

Mr. GREENWOOD. Without objection, that will be the order.

Thanks to the gentlelady. Recognize the gentleman from Oregon,
Mr. Walden, for an opening statement.

Mr. WALDEN. Thank you very much, Mr. Chairman. I appreciate
the fact of the work of the staff on this issue, and certainly your
leadership on this issue, and recognize the problem that is before
us.

I spent several years on a community hospital board, a nonprofit
hospital board, before coming to the Congress, and every month we
would go through our billing, and every month we would write off
a goodly share for charity care. And I recall that the biggest shifter
of cost—if that is the right word—in the system was both Medicaid
and then Medicare that often had reimbursement rates that, frank-
ly, didn’t necessarily cover even the cost of care. And, so, those are
issues I think we need to look at. Clearly the billing issue, though,
is the legitimate one that needs to be examined, and I know many
of the hospitals have begun to do that, many are in the process of
doing that, and certainly the light that has been shed on this prac-
tice has moved that effort forward.



7

It is interesting to note, however, that when it comes to the unin-
sured, there are some folks that probably do have the ability to
pay, and I got the census data. And it is kind of interesting to note
that of those who went without health insurance for an entire year,
8.2 percent had household income in excess of $75,000, and 20 per-
cent had household income over $50,000.

Interesting, too, as we look at how do you get health care cov-
erage, especially insurance, for folks who are these folks—and, in
some cases, obviously 20 percent have income over $50,000—43.3
percent are noncitizens of the United States, according to the cen-
sus population study; 33.4 percent are foreign-born. So, you have
76, 77 percent are either foreign-born or not citizens of the United
States, who are uninsured.

So, as we look at how do we reach out to provide affordable
health care, there is clearly a target group there that stands out
in certain need. And I know we work with those folks in many dif-
ferent ways.

I think this hearing is important. I think looking at the charge
master and what people are being billed, and whether or not those
are reasonable charges is very important for this subcommittee.
And so I look forward to the testimony of the folks from the various
panels, and hopefully together we can find a more equitable way
to make all this work and still allow hospitals to be able to keep
their doors open and provide care, including the enormous charity
care that is already given.

Mr. Chairman, thank you for your leadership, and I look forward
to the witnesses.

Mr. GREENWOOD. The Chair thanks the gentleman. Recognize
the gentleman from California, Mr. Waxman, for an opening state-
ment.

Mr. WAXMAN. Thank you very much, Mr. Chairman. This hear-
ing before the subcommittee today is a critical one. It is resultant
from an investigation which focused on a number of billing prac-
tices by hospitals which have resulted in unconscionable practices
in going after uninsured persons who owe debts far beyond their
ability to pay.

Turning bills over to collection agencies who engage in practice
of harassing individuals, garnishing their wages, going after their
homes, freezing their bank accounts, these activities have no place
in this country when the debt is occurred because of a person’s crit-
ical need for health care. Uninsured people who facing bills of tens
and even hundreds of thousands of dollars and no possible way to
pay need help, not harassment. The fact that medical bills and the
debt from those bills is the second leading cause of bankruptcy in
this country is, simply put, unacceptable.

I want to make a couple of critical points. First, we all need to
acknowledge that in the face of these revelations, the hospital in-
dustry has, by and large, responded with concern and a commit-
ment to stop the more abusive practices.

We will hear today of the adoption of policies designed to address
the more egregious abuses. And while I commend them for that,
the real test, of course, will not be in the signing of pledges to do
better, but in actually carrying them out and stopping these trou-
bling practices.
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The second point is, the clear and critical point here is that all
these problems occur because we have so many uninsured people
in this country. We know that over a 2-year period, over 80 million
people find themselves without insurance for some period of time.
This is completely unacceptable. We will never solve the problem
we are discussing today until that situation changes.

Third point, we know that the practice of uninsured people facing
the very highest charges is not just a problem for people getting
hospital care. While the bills might be the most overwhelming, the
fact is that uninsured Americans without drug coverage every day
face the problem of paying the highest prices when they can least
afford it. They pay more than people with insurance. They pay
more than citizens of Canada and other countries. And this is also
unacceptable, and I hope this subcommittee will show equal inter-
est in the problem in this area. After all, they have no one negoti-
ating for them to get lower drug prices, either.

Finally, I have to note that the policies now in vogue with the
Republican Majority of pushing health savings accounts and high
deductible insurance plans runs directly contrary to what is needed
to give people the assurance of coverage and access to favorably ne-
gotiated prices. It is unfair to our hospitals to ask them to provide
their most favorable discounted rates to insurers who have delib-
erately designed policies where people will face a long period of es-
sentially being uninsured because the deductible is so high. Hos-
pitals give discounts to insurers because they are assured of pay-
ment for essentially all of the services they provide, less a small
deductible amount. Asking them to provide the same discount to a
truly uninsured person is sensible and humane, but requiring
them, in essence, to do the same for uninsurers with deliberately
designed high deductible plans is another matter entirely. Asking
hospitals to bear the brunt of the unmet cost in the long period be-
fore insurance kicks in, asking them to protect the profits of insur-
ers is not a sensible policy and will ultimately hurt the very insti-
tutions that are on the front line of delivering care.

I look forward to hearing from our witnesses today and exploring
this issue further with the members of the subcommittee.

Mr. GREENWOOD. The Chair thanks the gentleman, and recog-
nizes the gentleman from New Hampshire, Mr. Bass, for an open-
ing statement.

Mr. Bass. Thank you, Mr. Chairman. This is indeed a very inter-
esting hearing. It is not simple. There are many different parties
involved. There is, if you will, problems and issues to be shared by
all. On the part of the hospitals, there are allegations of inflated
billing to the uninsured, unethical collection practices, but yet, on
the other hand, hospitals—most, if not in fact all hospitals, engage
in significant and important charity programs that provide essen-
tially deeply discounted services to the poor, and the reality is that
hospitals are not great profit centers nationwide anyway, we know
that. We just went through a debate on possible reimbursement
from the Federal Government, and we provided significant in-
creases in this area, and it wasn’t because the hospitals were being
over-reimbursed.

Patients are another factor. Most patients are insured, but those
that are not are divided, as my friend from Oregon pointed out,
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into some who can pay and some who cannot. And we do not want
to establish a situation where individuals who do not choose to buy
either managed health care or any form of health insurance can
qualify for benefits or payments under those circumstances.

And, of course, the insurance companies are another factor be-
cause they are the biggest—Dbesides the Federal Government—re-
imbursement mechanism, and they negotiate and they create dif-
ferences in prices because of their negotiating power, which is an-
other part of this complicated equation.

And, last, the Federal Government and its reimbursements for
Medicare and Medicaid is, I guess, probably the biggest reimburse-
ment single entity, and growing every day, that the relationship
that the hospitals have to determine what element of discount oc-
curs is a difficult one, and it is at times somewhat awkward or per-
haps arbitrary. So there are no clear answers here, but there might
be some interesting findings that come out of this hearing that will
help make the system more predictable, help the hospital commu-
nity perhaps make their collection processes and their billing proc-
esses more predictable and fair for those who really need health
services and cannot afford to pay for them.

I would also point out that I think that—I appreciate my friend
from California’s comments relative to health savings accounts—
but there are also other scenarios that could work out that would
be very beneficial to the process, if consumers really have a voice
in the process of paying for hospital care, at least the first-dollar
hospital care, through health savings accounts which provide ac-
countability and an incentive for patients to hold hospitals, doctors
and other entities accountable for the bills that are sent out, rather
than awaiting the lawyers to file suits, or interest groups, or com-
mittees of Congress to conduct investigations.

So, like all the hearings that this good subcommittee has, they
are important, but—especially in this case—there are no clear vil-
lains and there are no clear heroes in the process of investigating
this issue. And with that, I will yield back and look forward to
hearing from our witnesses.

Mr. GREENWOOD. The Chair thanks the gentleman, and recog-
nizes the gentlelady from Chicago, Ms. Schakowsky, for the pur-
pose of making an opening statement.

Ms. SCHAKOWSKY. Thank you, Mr. Chairman, for holding this
hearing on hospital billing and collection practices. Many of the
issues that we will talk about today are the focus of attention in
Illinois and are being considered by the Legislature, investigated
by the State Attorney General’s Office, and debated by the hospital
community and the public.

I want to thank Mr. Greenwood, Mr. Dingell, and Ms. DeGette
for including a report on the Chicago situation called “A Failing
Mission: The Decline of Charity Care at Resurrection Hospital” in
the hearing record. I would like also to ask unanimous consent to
include a statement by the Service Employees International Union
that also addresses billing and collection practices in Illinois in the
hearing record.

Mr. GREENWOOD. Without objection, the material will be included
in the record.
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Ms. SCHAKOWSKY. Thank you. In fact, several Chicagoans have
traveled here today to attend this hearing because they have been
personally and extremely seriously affected. I want to recognize
them. Zaida Perez was a hospital nurse for 21 years. Her troubles
began when her working but uninsured husband was in a car acci-
dent in January 2003, and admitted to Advocate Lutheran General
Hospital. Two days later, her father died, and she faced $13,000 in
burial expenses. She was diagnosed with breast cancer and, fortu-
nately, was treated at Cook County Hospital, which helped arrange
payment for her bills. In March, Lutheran General sent her hus-
band a bill for $12,000. Although she asked for help in devising a
payment plan, no help was given, and in April the threatening calls
began. After a payment plan was finally worked out and payments
were being made, she was sued. Her husband’s wages were gar-
nished at the rate of $75 a week, until she finally got legal assist-
ance to erase her debt.

Lesszest George is a working single mother. Her 19-year-old son
spent 2 weeks in Illinois Masonic Hospital after he was shot in a
case of mistaken identity. Asked after the surgery who would be re-
sponsible for the bill, Ms. George signed the paper that was put be-
fore her, thinking that her son was covered by her insurance but
not realizing that he had lost that coverage upon graduation from
high school. She received a bill for $52,000. The hospital did work
to help her apply under the Victims’ Assistance Fund, but she was
denied. Instead of working with her for charity care, they filed a
lawsuit. Her son is now doing well physically, but is still uninsured
because, as a part-time student and part-time worker, he doesn’t
qualify for insurance.

Their stories underscore that hospital billing and collection prac-
tices can turn a medical injury into a financial nightmare as in the
case of Lutheran General Hospital and Illinois Masonic Hospital.
Or, as in the case of Cook County Hospital, those practices can pro-
vide the necessary financial assistance so that the focus is on get-
ting well, not dealing with collection agencies and lawsuits.

We need to address charity care policies, discriminatory pricing,
and abusive collection practices, but we must also recognize that
our health care system itself has failed Zaida Perez, Lesszest
George, and many other Americans. Despite working full-time, they
are uninsured and facing medical debts that will be hard to dig out
frorﬁ and that make it hard to care for their families’ ongoing
needs.

As we will hear, the problems of medical debt and the lack of af-
fordable health care are most acute for the uninsured. They are
more likely to forego care, are charged more for care in hospitals
and other settings, and are the most likely to face medical bank-
ruptcy. But being covered by insurance isn’t a guarantee by any
means. As Sara Collins points out in her excellent testimony, more
than one in three of the continuously insured reported problems
paying medical bills. We know that access to affordable health care
benefits, cost-sharing requirements and discounts varies not just by
whether you are insured or uninsured, but on the type of insurance
coverage you have. The bigger the group, the better the coverage.

We in Congress can act to solve these problems, or we can act
to exacerbate them. High deductible plans and health savings ac-
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counts will shift more cost onto individuals and families, increasing
the likelihood of medical bankruptcy. Limited tax credits for the
purchase of inadequate individual policies will not guarantee that
policyholders will be able to pay their bills. Instead, it is time that
we enact universal health care that assures access to comprehen-
sive, affordable care. Thank you, Mr. Chairman.

Mr. GREENWOOD. The Chair thanks the gentlelady, and recog-
nizes the gentleman from New Jersey, Mr. Ferguson, for an open-
ing statement.

Mr. FERGUSON. Thank you, Mr. Chairman. I commend you for
your interest in the problems of the uninsured, and your leadership
in investigating how some of the Nation’s largest hospital systems
handle uninsured patients, and I have a great deal of interest in
the topic of today’s hearing.

There is much about our health care system in this country that
we take for granted. Our hospitals are the finest in the world. Our
doctors and nurses are the best trained. Our technology is the most
advanced. At the same time, I, like many, am deeply concerned
about the number of uninsured Americans.

About 1.2 million residents in my home State of New Jersey, or
about 15 percent of our population, are uninsured. Most of them
are from working families, good people who play by the rules, pro-
vide for their children, and pay their taxes.

I believe that every person should have access to quality health
care, adj that we in the Congress should be working to make
health insurance more affordable, but until that time it is impera-
tive that our health care system treats the uninsured and the poor
with respect and with mercy and with fairness.

From the evidence uncovered by this subcommittee, it is clear
that although oftentimes that is the case, it doesn’t happen every
time.

I commend the subcommittee for its role in prompting hospitals
across the Nation to examine how they handle uninsured patients.
These examples do not take anything away from the many hos-
pitals that, for decades, and in some cases for centuries, have pro-
vided charity care to the poor and the vulnerable. This is especially
the case of many of the nonprofit hospitals in my home State of
New Jersey and across the country that are sponsored by religious
organizations. In New Jersey, I give examples like St. Michael’s
Medical Center in Newark and St. Claire’s Hospital in Morris
County.

In this day and age of making your numbers and creating share-
holder value and growing the bottomline, I am awed by their con-
tinuing tradition and commitment to care for the poor. In many re-
spects, our Nation’s hospitals, especially those who focus exclu-
sively on care for the indigent, are the health care providers of last
resort. People can go to the hospital when they have nowhere else
to go for care. The proof is in the numbers.

A recent study by the Kaiser Commission on Medicaid and the
Uninsured estimated that uncompensated care in 2004 will total
more than $40 billion. Hospitals will account for about 60 percent
of that total.

Mr. Chairman, I ask unanimous consent that a copy of this
study, the Kaiser Commission Study, be entered into the record.
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Mr. GREENWOOD. Without objection, it will.

Mr. FERGUSON. Thank you. No one should feel good about these
numbers. The cost of uncompensated care at hospitals should con-
cern everyone. This is what Stuart Altman, a health policy expert
who teaches at Brandise University recently said on NPR about
unpaid bills at hospitals, and I quote: “They are a symptom of a
much broader issue, which is whether the hospital system is finan-
cially in good shape, or not, and that affects both access to care and
quality.”

I urge my colleagues on this subcommittee and members of the
audience here to heed those concerns. Again, I thank you, Mr.
Chairman, for holding this critically important hearing, and I cer-
tainly look forward to hearing from several panels of our witnesses
here today. I yield back.

Mr. GREENWOOD. The Chair thanks the gentleman, and recog-
nizes the gentleman from Maine, Mr. Allen, for his statement.

Mr. ALLEN. Mr. Chairman, thank you for calling this hearing
today. It is an important subject matter, and I welcome all of our
witnesses.

Medical data is a serious problem faced by a growing number of
Americans who are uninsured or underinsured, and the process by
which hospitals charge and obtain payment from individuals with-
out insurance deserves careful scrutiny, especially considering that
medical data is a leading cause of personal bankruptcy in the
United States.

Hospital bills are just one service that many uninsured are pay-
ing out-of-pocket. They also have doctors’ bills, outpatient services,
and prescription drugs. Most people accessing hospital services
have some kind of third-party coverage, but those who are not in-
sured and have no one negotiating on their behalf for setting a
price, as happens with Medicare and Medicaid, have to pay the
charge master rate.

I am willing to guess that very few of the 44 million people who
lack health insurance today have a clue what a charge master rate
is, nor would the average uninsured person know that if they go
to the emergency room, they may be charged a good deal more than
a health plan is charged by a hospital to provide the same care,
often 2 to 3 times more. And while 120 days may seem like a rea-
sonable time to pay a $100 or $200 bill, the average cost of an
emergency room visit is between $500 and $1,000 for an individual
without insurance. I suspect that many uninsured would have dif-
ficulty paying a bill of that amount or more within 4 months, and
if they need just one overnight stay, they can wind up with a bill
of $4,000 or so in just 24 hours.

Some things could help. Transparency in the billing process, en-
rolling patients who qualify in a charity care program, establishing
reasonable payment plans for those who don’t. All of that can help
alleviate the anxiety associated with a daunting medical bill.

In Maine, all of our acute care hospitals are nonprofit. On aver-
age, self-paying patients make up about 7 percent of overall hos-
pital payments. And, currently, most of our hospitals offer free care
for patients who are between 175 percent and 200 percent below
of the Federal poverty level. And our hospital CFOs in Maine have
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been working together to develop guidelines regarding charity care,
sliding scale fees, billing and collections.

I realize that the chairman’s intention for calling this hearing
today is to examine hospital billing and collection practices, but
given the number of uninsured in this country and the rapid
growth in health care premiums, we need to look deeper. Health
insurance premiums in the U.S. rose 13 percent in 2003, the third
consecutive year of double-digit inflation. As a result, many em-
ployers are forced to increase cost-sharing or switch to products
which put a greater financial burden on employees, including so-
called “consumer-driven high-deductible health plans,” which I be-
lieve will only make the problem we are dealing with here today
worse than it is.

Congress, someday, must focus on how to make affordable qual-
ity health insurance available to all Americans, but today Congress
is simply stumbling along like a man shackled and bound in a
straightjacket, not limited really by physical barriers, but limited
by our ideological preconception about the role of government in
the private sector when it comes to health care. We are limited by
our own ideas in a way that is doing a great disservice to the peo-
ple of this country, and if we are going to make progress on the
larger issue in front of us, we have to work through that issue.

We won’t solve all those problems today, but I do welcome the
panels, and I thank the chairman for holding this hearing. With
that, Mr. Chairman, I yield back.

Mr. GREENWOOD. The Chair thanks the gentleman, and recog-
nizes the gentleman from Florida, Mr. Stearns, for his opening
statement.

Mr. STEARNS. Thank you, Mr. Chairman. I congratulate you on
having this hearing. I think all of us realize we are not here to be
overly critical of the hospitals, or sort of beat up on, we are just
trying to arrive at some explanation of the reality between the cost
and the charges.

America’s hospitals, urban and rural, for profit and not-for-profit,
I think do a superb job of taking care of patients of every age and
health condition. I am very proud of the charitable outreach of the
hospitals in my congressional district and, with that, Mr. Chair-
man, I would like to put into the record a summary of my chari-
table hospitals into the record, with unanimous consent.

Mr. GREENWOOD. Without objection, the document referred to
will be made a part of the record.

Mr. STEARNS. Anyone who enters their hospital is treated, with-
out question, and I think they should seek payment for their serv-
ices. They have to make a profit for their shareholders or, if they
are not-for-profit, they still have to have enough profit so they can
have capital expenses. However, Mr. Chairman, there is a great
disparity between what a procedure costs and what is charged.
This accounting creature is called a “charge master.” Is it based on
some realistic computation of the factors involved in the care of the
individual, or is it a fictitious number in hospital finance? And we
all remember the “average wholesale price,” AWP system. And the
pharmaceutical wholesale pricing system, remember the hearings
we had on that, and the concerns we had on that.
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Dr. Anderson’s testimony says that in the 1960’s, while there was
a proliferation of uninsured Americans because they had become
tax exempt, there were no discounts, everyone paid the same rates.
The rates that insured and self-pay people paid were similar. Yet,
today, on the average, “self-pay patients are currently being
charged 2 to 4 times what people with health insurance coverage
pay for hospital services.” So, why are the self-pay patients paying
200 to 400 percent more? That is a legitimate question.

Also, as taxpayers have an interest in both Federal health pro-
grams and the tax benefits, I am interested to know the relation-
ship, if any, between the charge master, the taxes and the Med-
icaid reimbursement.

So, the question is, after we finish this hearing, where do we go
from here? Well, there are going to be some people that are going
to call for a price control. I don’t recommend that as a solution. I
think that out of the box, we should not have price controls, but
I think the three panels we have, and all the witnesses, are to be
commended for coming here, and I look forward to an open honest
debate on this. Thank you, Mr. Chairman.

[Additional statement submitted for the record follows:]

PREPARED STATEMENT OF HON. JOE BARTON, CHAIRMAN, COMMITTEE ON ENERGY
AND COMMERCE

Let me begin by thanking Chairman Greenwood for holding this hearing today.
I share his concerns with what we have been learning about the billing and collec-
tion practices of too many hospitals with regard to uninsured/self-pay patients.
Today I look forward to learning more about these issues as well as the steps the
hospital industry is taking to address them.

Hospitals across America have long been community leaders in helping those less
fortunate. Last year alone, hospitals provided $22 billion in charity care in their re-
spective communities. For this, hospitals should be commended.

There has been a substantial group of needy patients, however, sometimes left out
of these efforts. I am concerned that uninsured/self-pay patients are too often ex-
pected to pay far more than others for their care and then aggressively pursued for
this inflated debt. This is particularly troubling for me because my home state of
Texas, in 2002, had the highest rate of uninsured citizens at 28.5%. I am committed
to ensuring fair and reasonable treatment by hospitals in their billing and collec-
tions practices—for every patient regardless of their means or manner of payment.

All hospitals have specific charges for each service they provide and compile these
thousands of individual charges into one price-list catalog called the “charge mas-
ter.” However, these charge master rates do not reflect the actual cost and reason-
able profit of providing that service. Mark-ups have rendered these charges some-
times hundreds of percent above the actual costs to the hospital.

As health care costs continue to rise, these mark-ups also continue to increase.
A study just recently published shows that hospital prices increased 8% in 2003, the
sixth straight year of accelerating price increases and the largest one-year spike in
a decade. Managed care, commercial insurance, and the government pay hospitals
substantially less than charge master rates. But the uninsured/self-pay patient is
left with the short straw and the full charge. They are the ones often expected pay
these full mark-ups. They are the ones paying the sticker price. They are the ones
charged an arm and a leg in order to get one fixed.

The collection tactics sometimes used to pursue these inflated bills can be even
more disconcerting. There have been a number of reports and articles over the past
year describing some particularly aggressive collection practices. Collections are an
unfortunate reality of business life, but every corporation has a duty to make sure
any such policies and practices are measured and reasonable. And let me be clear,
I hold the individual corporation responsible, particularly in health care, for know-
ing and monitoring the practices of any collection agent acting on its behalf.

I am encouraged that the industry has seemed to have heard the message and
taken recent steps to revisit and enhance its billing and col