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LAURA TOBLER

Nat i onal Conference of State Legislatures

Denver, Col orado

POSI TI ON STATEMENT: Presented a PowerPoint presentation titled,
“Health Reformin the States.”

DI CK CAULCHI

Nat i onal Conference of State Legislatures

Denver, Col orado

POSI TI ON STATEMENT:  During hearing, answered questions.

DR. KENNETH E. THORPE, PhD
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PCOSI TI ON STATEMENT: Provi ded a Power Point presentation titled,
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Redesi gn.”
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Washi ngton, D.C.

PCSI TI ON STATEMENT: Di scussed health care reform

ACTI ON NARRATI VE

CHAI R PEGGY W LSON call ed the House Health, Education and Soci al
Services Standing Commttee neeting to order at 10:04:05 AM
Representatives W/Ison, Roses, Fairclough, Keller, and Gardner
were present at the call to order. Representative G ssna
arrived as the neeting was in progress. Also in attendance were
Senators Dyson and Stevens and Representatives Chenault,
GQuttenberg (via tel econference), and Hol nes.

Present ati on: Health Care Reform Across the U. S.

10: 05: 04 AM

CHAI R WLSON announced that the first order of business would be
a presentation on Health Care Reform Across the U S. and that
this nmeeting is the second in a series of neetings on health
care reform She asked several experts to present to the
committee to educate nenbers on some of the issues concerning
health care in Al aska. She noted Commi ssioner Karleen Jackson,
Departnent of Health and Social Services, Jerry Fuller, Alaska’s
Medi caid and Medicare expert, and Dr. Butler from the D vision
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of Public Health were present, as well as several other state
enpl oyees listening via tel econference.

CHAIR WLSON told nmenmbers Ms. Tobler of the National Conference
of State Legislatures (NCSL) would provide the conmttee with an
overview of what other states are doing to address health care
reform The commttee would then hear from Ken Thorpe and Jim
Frogue. They will present different nodels that change the way
we view health care today.

CHAIR WLSON told nmenmbers that M. Tobler would be testifying
via tel econference. She is a nationally recognized expert on
state health care policy issues and currently serves as the
program director in the health program at the NCSL. She serves
as the lead staff person on health reform access to health care
and health care safety net issues.

10: 08: 41 AM

LAURA TOBLER, National Conference of State Legislatures (NCSL),
told nenbers Dick Caulchi was joining her. He works on
financial health care costs and prescription drugs, managed care
and the private narket health insurance system for the NCSL.
She began her presentation:

The first slide just gives you ny contact

information and 1’'d just Ilike to offer to the
commttee that NCSL would be happy to help Alaska as
it journeys through health care reform | am
avai l able by e-mail, phone. |"m sorry | couldn’t be

there today but if there’'s another neeting that you
find would be useful to have someone there in person,
pl ease do call and set that up because we’'re here to
serve you. So that’s ny contact information

The next two slides we won’t talk about very nuch but
it’s just really to set the stage of why so nany
states are right now contenplating broad based health
reform The first slide shows the health care costs
per resident by country and it shows that the United
States has the highest of those. And then the next
slide is health care as a percentage of CGDP by country
and, once again, the United States is the leader in

t hat area.
So, health care costs have really driven the
di scussion on health care reform but | wll also add
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that it’s not just cost. It’s looking at quality and
how to deliver services in a better way. I know Ken
Thorpe will talk about that when he gets up to present
to the commttee. This year, probably, |’ve been
wor king on health policy for many years and this year
we probably are seeing nore of a ground swell of
states looking at broad based reforns as opposed to
increnental reforms, which is really what the states
have been in the business of doing. I ncrenental ly
over the last 15 years states have really changed the
way that they’'ve delivered health <care in their
respective states with increnental changes. In sone
cases, in sone states that has nade access to care
easier for people with low inconmes and has nmade it
easier for small businesses to obtain insurance. But,
we're seeing nore interest in broad based, broad
reformrs so [we're] including not just covering the
uni nsur ed, but | ooking at quality, | ooki ng at
prevention and | ooking at all the other aspects of our
health care delivery system

So we’'ll go to the next slide.

10:13: 04 AM

REPRESENTATI VE GARDNER sai d everyone has heard anecdotal stories
about |ack of choices, denied services and long delays wth
uni versal health care systens. She asked if the higher U S
health care costs correlate to nore choices, access and nore
tinmely delivery.

M5. TOBLER told nmenbers the U S. doesn’t actually have the best
health care outcones; it lands in the mddle of the pack when
conpared to other countries. She said health care funds in the
US. are not providing the best quality of care. The United
States uses nore services, which is why it spends nore noney,
and has a very large health care market so services are readily
avai |l abl e. Wth regard to the anecdotal information about
uni versal health care systens, she offered to send the commttee
information that conpares different systens.

CHAIR WLSON offered to distribute that information to al
conmi ttee nmenbers.

10: 16: 08 AM
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REPRESENTATI VE SEATON noted a divergence of cost per resident in
different countries after 1980 on the graphs. He asked if that
is related to specific policies adopted by the United States or
t he ot her countri es.

10: 16: 46 AM

DI CK CAULCHI, National Conference of State Legislatures, said he
could not provide a good answer to that question because his
focus has been on U S. health care structure and finance nore
than the costs in other countries. He said he could provide the
cormittee with copies of analyses of other countries’ health

care systens. He said in terns of the United States, the line
rises steadily because of the anount of health services
avai l able and provided. In sone ways, nanaged care was
considered to save costs but it drew mllions of new people into

an insurance plan so they used services.

M5. TOBLER pointed out that the next slide shows the annual
change in total health benefit costs from 1990 to 2007. That
graph shows a spike in 1990 and 2002. Costs then leveled off
over the last three years at 6.1 percent. Still, the costs
outrank inflation and growth in wages, which concerns enployers
and individuals purchasing health care insurance.

10: 19: 06 AM

SENATOR FRED DYSON, Alaska State Legislature, said when M.
Tobl er nentioned the amount of noney spent and the resulting
out cones, she neglected to discuss cultural and environnental
conditions that inpact the situation, such as snoking and
obesity, etc. He inquired how nmuch of those factor into the
pr obl em

M5. TOBLER said she would address that question later in her
present ati on.

10: 20: 25 AM

CHAIR WLSON said Anericans have a tendency to file nore
| awsuits, which seens to cause physicians to do nore tests. She
asked if that is a factor in health care costs.

M5. TOBLER said it is. She offered to send further information
to the conmmttee on the drivers of health care costs.

10: 21: 50 AM
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M5. TOBLER then returned to her presentation:

So I'm going to nove on to the next slide, which is
just a map showing coverage rates for the total

popul ation uninsured for 2004 and 2005. You' |l see
where Alaska — hopefully you' re looking at this in
color and you'll see where Alaska falls there. Thi s

is sonmeone who reported being uninsured at any tine
during the year. 1It’s the U S. Census dat a.

And then if you'll go to the next slide, it shows -
it’s just a conparison so it shows what percentage of
t hose uninsured are near poor, so 100 to 199 percent.
You' |l see that that’s not the case in Al aska. You
have, you know, a small anount of uninsured that are
in the 100 to 199 percent poverty |evel.

Moving on to the next slide, |1’ve been |ooking at
what’s going on across the country and there certainly
is a lot of discussion happening across the country on
broad based health reformand, in an effort to be able

to present this in a nore organized way, |’ve
categorized the recent state actions and proposals
into four different categories. And then underlying

all of those categories is really an underlying focus
on cost contai nnent.

So states are looking at reducing the nunber of
uninsured and that’'s really what you' re reading about
in the paper. So that’s what’'s getting a lot of the
press coverage and that’s what’s being tal ked about in

the state of the state addresses. More and nore
governors and | egislators are |ooking at prograns that
will be able to pull nore people into an insurance

product so they're |ooking at reducing the nunber of
uni nsured, focusing on quality initiatives, so |ooking
at the care that’'s being delivered and trying to nake
that care nore efficient, nore effective and produce
better outcones.

Focus on appropriate care for chronic disease — this
is a biggy and | know Ken Thorpe will talk about this.
It’s been a very large conponent in many discussions
across the country in many states and |ooking at
maki ng chronic disease managenent a focal point of
reformng the system [|’Il give you sone exanpl es.
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And then focusing on prevention and wellness
initiatives — this is already — we’re seeing not just
broad based reforns and legislation that is broad in
cont ent, but we're seeing nmany states passing
| egi sl ation, even specifically on various itens |ike
reduci ng obesity, reducing snoking indoors, that sort
of thing, which is a focus on prevention and well ness

and so we’'ll talk about that. And then concurrently
al | of these are |ooking at long term cost
containment. So we’'ll go on to the next slide.

10: 24: 55 AM

REPRESENTATI VE CI SSNA referred to a slide entitled, “Near Poor
Uni nsured Rates for the Non-Elderly” and expressed concern that
an Al aska state agency is working on a survey of its uninsured
and has found sone unusual factors in Alaska. A large nunber of
Al askans work at seasonal jobs, such as fishing. They are
difficult to collect information on, so an accurate assessnent
is problematic.

M5. TOBLER said she has not been privy to that information but
it’s essential to have good data before developing a plan to
cover the uninsured. The dynamcs of the uninsured vary w dely
by state so a program that works in one state does not
necessarily work in another. Nati onally, the uninsured are the
wor ki ng poor, generally with part-time jobs. She encouraged the
committee to invest resources to obtain good data.

CHAIR WLSON noted that at the last neeting the commttee heard
a prelimnary report about the uninsured. She noted Al aska’s
Native population has sone sort of health coverage through
Native corporations but are counted as uninsured in that data.

10: 29: 16 AM

MS. TOBLER continued with her presentation, as foll ows:

|’m going to talk about the first bullet first -
reduci ng the nunber of uninsured. W'l go through
several different strategies that states are |ooking
at to try to reduce the nunmber of uninsured.

The first one that we're going to talk about is the

idea of a connector. Now if you haven't been
fol |l owi ng what '’ s goi ng on in Massachusetts
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Massachusetts and Vernont in 2006 passed broad based
reform In 2003 Mai ne passed broad based reform but
they haven’t been as successful in inplenmentation as
they would have liked to have been because of sone
hang ups wth financing and then also it’s a voluntary
pr ogram |’m going to talk about sonme of the |essons
| earned from Maine when we get to talking about an
i ndi vi dual mandat e.

But let’s talk about a connector first. You should be
| ooking at the slide that says, “The Connector -
Heal t h | nsurance Exchanges.” The idea of a connector
has been around for awhile. The Heritage Foundation

was one of the first organizations that started
talking to states and actually the D strict of
Col unbi a about the idea of a connector. Massachusetts
passed legislation last year and part of the
| egislation created a quasi-government organization,

di vision, whatever you want to <call it, that’'s
governed by a board that is nmulti-disciplinary and
they call it the connector.

What the connector does is it provides a single place
for people to purchase insurance coverage. It also is
the facilitator for their subsidized insurance product
that was also created |last year for |ow inconme people.
It allows for nore transparency so the connector is
really about — they’'re in the business of educating
people on the things that they need to know about
purchasi ng good health insurance. The connector was
al so very, very much involved in witing the rules and
regs for inmplenmenting the health care reform
| egi sl ation that passed and they were very involved in
the discussion on affordability and what nakes
i nsurance nore affordable. So they’'ve been a real
pivotal contributor to the inplenentation of the
Massachusetts health insurance reform law but the
connector doesn’'t have to be part of broad based
reform and we’ve seen sonme exanples of states, |ike
Washi ngton, that have passed legislation to create a
connector but they did not include a lot of the other
broad based reforns that were included in the
Massachusetts | aw. So there are a nunber of states
now that are examning this in 07 and | have those
states |isted.
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In addition to connectors, the idea of a connector is
to allow enployers and enployees to have access to

af fordabl e health insurance. Massachusetts in their
legislation required all enployers to offer Section
125 pl ans. In doing so that allows the enployees to

purchase insurance through their enployer wth pre-tax
dollars and the connector helps to facilitate that.
That’ s what Washi ngton nodeled in their |egislation.

Rhode Island and M ssouri this year enacted separate
cafeteria plan requirenents but they did not enact
connectors so they didn't create a connector or an
exchange. But they are going to require enployers to
offer Section 125 plans in an effort to encourage
workers to buy insurance with pre-tax dollars.

10: 33: 29 AM

MB5. TOBLER conti nued:

The Massachusetts connector, which is the next slide —
we were just recently in Mssachusetts because the
NCSL annual neeting was there in August and we had an
opportunity to sit down with sone folks and tal k about
how the inplenentation was going. ...Their individua
mandat e i nplenentation began...July 1 of 2007 and so
since then they have had 15,000 new purchasers via the
connector and 165,000 newly insured, but that’s net
growh so that, you know, it's the only nunber they
could give us but it...doesn't really indicate that
there are 165,000 newy insured people. It could be
peopl e nmoving from one plan into one of the six plans
that are avail abl e.

The insurers pay a premium fee of 4 percent to the
connector. The other thing that Massachusetts did was
they nerged their small group and individual market.
Ri ght now, what they re saying in Massachusetts is by
doing that nerger, that there was about a 15 percent
decrease for individual plans, that’s the projection
for the price of individual plans, and about a 1.4
percent increase in small group premum costs. So
they’re hoping that that makes health insurance nore
affordable for people who are out there in the
i ndi vi dual market.
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So that’s what |I'’m going to report on the connector.
| f you have any questions about that 1'd be happy to
t ake them now.

10: 35: 22 AM

REPRESENTATI VE ROSES asked if the State of Massachusetts has
been tracking how many individuals are dropping private
i nsurance to join the connector.

M5. TOBLER clarified that the connector involves private
i nsur ance. She asked Representative Roses if he was asking
whet her enpl oyers are dropping non-connector insurance to join
wi th the connector.

REPRESENTATI VE ROSES said yes, as well as individuals who
dropped private coverage to get insurance through the connector
program

M5. TOBLER said that was not discussed. They did tal k about
enpl oyers dropping group coverage. She said she would get
information on that topic for the conmttee. She repeated the
i nsurance available through the connector is private insurance.
Massachusetts subsidizes insurance for people up to a certain
poverty | evel.

MR. CAULCHI added that transferring to the connector program
isn't seen as a negative nove for people who want better or nore
af f ordabl e i nsurance.

MS. TOBLER said she will ask about the nunber of people who drop
exi sting policies to join the connector program

10: 38: 19 AM

M5. TOBLER continued her presentation

The next slide is just an exanple of the connector’s
web page. They did a lot of work to try to get the
word out to the individuals in their state about the
opportunities through the connector and they created a
very nice website where individuals can go not only
for information, but to also sign up for insurance.
|’m using this as an exanple for you all because one
of the things that we’ve learn over the years is that
how you market a program is so amazingly inportant in
t he success of that program
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New York, when they created sone reforns a few years
ago to create a program for snmall businesses, they
didn't really market it effectively and they had no
participation in the first year or at |east none
conpared to what they were hoping for. After a good
marketing plan and a little bit nore effort to get the
word out, they definitely were able to enroll nore
people in that program and they were happier wth
their successes. So |I think marketing and nmaki ng sure
that the comunication is a direct line to those
people that you're trying to reach out to is a very
big part of not only creating your program but also
making sure that you have financing and resources
built into the programto do an effective job.

So let’s go on to the next slide, which is “Reducing
t he Number of Uninsured by Requiring Al Residents to
Buy Health | nsurance.” Massachusetts made it to the
first page of all the major newspapers in the country
by passing a law in 2005 that required all residents
to have health insurance as of July 1, 2007 with sone
exceptions. So they wll provide waivers to
i ndi viduals who can prove that they can't afford it.
And proving that they can’t afford it is based on a
formula that the connector has conme up wth that
real ly equal s about six percent of your incone.

Al though they are saying this is universal health care
and that it is a broad based individual nandate that
everyone wi | | have i nsur ance, t here wi | be
individuals that won't — that will remain out of the
i nsurance nmarket. It could be because they, at that
time, can’t afford the insurance that’'s being offered.
Those cases will be taken into consideration. The way
that they're nonitoring this is through the incone tax
reform and so when they file ... their state incone
taxes, there will be a question there about their
heal t h i nsurance st at us.

10:41: 31 AM

CHAIR WLSON asked what wll happen to people who can afford
health insurance but are “nmaxed out” with other paynments, such
as a nortgage and car paynent, so cannot add health insurance to
t hei r budget.
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M5. TOBLER conmented that affordability is the sticking point.
The cost of health care insurance prem uns prevents people from
buying it. Massachusetts had nmany |ong debates about
affordability and devised a formula that equals about six
percent of inconme. She stated:

So if insurance is nore than that, then you re waived
out . However, in our discussions with sonme of the
individuals involved in inplenmentation, | do think
that they are going to consider individual famly
situations so, let’s say you had a year where there is
a need for that noney, you my not have that six
percent but there’s a need for that noney to pay for
sonet hi ng catastrophic or sonething conparative. They

are going to take individual situations into
consi derati on. But I also will tell you this is just
being inplenented — the requirenent just went into

effect this July. So, next year at this time they’l

have nmuch nore experience in determning this idea of
affordability and waivers. Depending upon whose data
you look at, there are sone organizations that have
been followng this law that are saying that as many

as 20 percent of the citizens in the state wll be
wai ved out of that requirement. So it’'s really a wait
and see ....

MR. CAULCH enphasized that the Mssachusetts plan has received
a lot of attention but the situation is very fluid. St andar ds
have been set and regulations have been pronulgated but the
nunbers being used are subject to change if they are not

f easi bl e. He asserted the Massachusetts 2007 plan is one
exanpl e of several. There is no presunption that the structure
or dollar amounts are the pernmanent answer. He would not be

surprised to see Massachusetts nake readjustnents in two years.

10: 45: 30 AM

REPRESENTATI VE SEATON asked if the Mssachusetts’ formnula uses
si x percent of net or gross incone.

M5. TOBLER believed the six percent fornmula is based on net
inconme but said a discussion is taking place right now about
what expenses should be taken into consideration. There is a
novenent to include both premum costs and cost sharing. She
echoed M. Caulchi’s comment that the progranmis paraneters are
very fluid. She offered to confirm the six percent is of net
incone for the commttee.
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10: 46: 53 AM

SENATOR DYSON opined that nandating state residents to have
heal th insurance raises concerns about infringenent on rights.
He questioned whether any |egal chall enges have been made to the
Massachusetts | aw. Second, he asked when the paradigm shift
occurred to the belief that the cure to the health care dilemm
is to force everyone to have health insurance rather than
assum ng people would pay their own bills.

M5. TOBLER replied no constitutional challenges to the |aw have
occurred. She pointed out the idea behind the mandate is shared
responsi bility. Wien the |egislature and governor got together
to create this program the desire was to have the financial
burden shared anong enployers, the public and i ndividuals. She
stated enployers are bearing a large portion of the burden right
now and Massachusetts had significantly expanded its public
prograns so the public was paying a large percentage of the
health care dollar. The phil osophy was to create a triangle of
shared responsibility. She furthered:

The individual mandate philosophically and politically
does not work for every state, however there are those
out there that would argue that w thout the individual
mandat e, inplenmenting sone of the market reforns and
i npl enenting and creating sone of the progranms that

we're going to discuss today wll never be as
effective because of the way that health insurance
wor ks on a pool. By trying to pull as many people

into the pool as possible with an individual nmandate,
you expand that pool to the point where it becones
nore effective and you can get sone cost reductions
and premuns. \Wether or not that’'s actually going to
pan out and work in Massachusetts, we’'ll just see.

As far as the paradigm shift and...noving toward
i ndi vidually mandated insurance, | don't think this is
anything new. ...The law is new but the discussion
around including everyone in insurance has been around
for a long tine. | don’t know what else you want ne
to coment on other than Mssachusetts really is the
only state that has an individual mandate for health

i nsurance right now. It certainly isn't the norm and
the majority of states certainly aren’'t considering it
ri ght now.
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10: 50: 21 AM

REPRESENTATI VE ROSES asked if M. Caul chi

Massachusetts population would be

said 20 percent of the
exenpted from the nandate

because of lack of affordability. He noted the national map
shows that the nunmber of uninsured in Massachusetts is 11 to 13
percent .
M5. TOBLER clarified that she neant up to 20 percent of the
uni nsured individuals would receive an exenption, not 20 percent
of the state’s popul ation.
10: 51: 39 AM
M5. TOBLER conti nued:
So let’s nmove on to the next slide, which is titled
“Involving Enployers in the Financing of Coverage
Prograns.” This is also sonmething that we' re seeing
nore states’ conm ssions, conmttees |ooking at ways
to involve enployers in the financing of prograns or
just involving enployers in covering nore of their
wor ker s.
Evanati on, where an enpl oyer-sponsored insurance
system — it’s been around for a very long tine. :
The mpjority of people that have insurance have
i nsurance through the enployer system in the private
market there. And so, we have seen in the last three
years sone novenent legislatively to |ook at what
states can do to encourage enployers, and that
encour agenment is happening nore at the small enployer
level, or to require enployers to offer a certain

m ni mum anount of insurance, or to pay into a pool, or
sinply to assess an enployer an anmount of noney for an
uncover ed enpl oyee.

So let’s look at Mssachusetts and Vernont as
exanpl es. Before we get into this slide, | just want
to say that Maryland passed legislation in 2005 and
that Jlegislation was noved forward but then was
chal | enged. The legislation would have required all
very |arge enployers, 20,000 enployees or nore, to
offer a certain mninmm anount of insurance or pay a
percentage of payroll into a pool that then would be
used to cover the uninsured. That is sonetines called

pay or
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the National Retail Leaders’ |Industry Association on
the grounds that it violated [Enployee Retirenment and
| nconme Security Act of 1974] ER SA So whenever we
tal k about involving enployers in the financing of a
health reform we have to have a discussion about
ERI SA, which - you know, a discussion about ERI SA can
go on for days and days.

11 just tell you the very little bit | know about
what’s going on with ERISA and the two states that are
i npl enenti ng enpl oyer assessnents.

So Massachusetts and Vernont are in the process of

i npl enmenting enployer assessnents. Massachusetts
hasn’t sent out any bills yet or any assessnents yet
but Vernont has. According to Vernont, they haven’t

col l ected any yet but they’ ve sent out t he
assessnents. How this works is that in Massachusetts,
the assessnment is $295 per uninsured enpl oyee annually
with some exceptions and $395 per uninsured enployee
annually in Vernont. So, initially you re |ooking at
that and saying wow, that's a very, very small anount
of mnmoney conpared to what it actually costs to insure
an enployee and you would be accurate. The idea
behind these assessnents is to involve enployers in
the financing of the program so, once again, sharing
that responsibility. At this tinme, there is a very
big question as to whether or not states can actually
involve enployers at a higher dollar 1evel wthout
runni ng into ERI SA probl ens.

So let’s talk very quickly about ERI SA ERI SA is the
Enpl oyee Retirenent |Incone Security Act. It was
passed in 1974. There is one state in the country
that has an enployer mandate, and that is Hawaii and
Hawai i passed their legislation prior to ERI SA passing
at the federal level so they were grandfathered in.
So Hawaii actually does have an enpl oyer nandate and
by all intents and purposes it does help to keep the
uninsured rate down in Hawaii because enployers are
required to offer insurance to enployees who work at
| east 20 hours per week with other requirenents.

So, ERISA preenpts states or ties states’ hands in
regul ati ng enpl oyee benefits. Because health benefits
are part of the benefit package, it preenpts states
from regulating or influencing the way those benefits
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are designed by the enployer. The reason for the
small dollar figure in Vernont and Massachusetts
really was to get through the ERI SA radar and it was
to create a financial participation that, at the end
of the day, wasn't going to influence the way
enpl oyers designed their benefits. So, there you have
it.

Whether or not this will remain unchallenged is stil
a big question. To date, there has not been a
chall enge in Vernont and Massachusetts. However, we

hear that there are shops out there 1looking for
plaintiffs so that there are people out there that are
trying to dig up sone interest by plaintiffs in taking
this on and naking it an ERI SA challenge but it hasn't
happened vyet. It’s not a lot of noney and it
certainly isn't conparable to the cost of insurance
but it is a financial contribution and it is a
responsibility that the state’'s putting on the

enpl oyer.
10: 57: 40 AM

MS. TOBLER conti nued:

So then the next question that’'s going to cone up is
whether or not there’s been any indication in
Massachusetts or Vernont that enployers have dropped
coverage because of this, so dropping coverage and
saying well, why should |I pay for coverage when | can
just pay $295 per enployee and then ny enployees can
go through the connector and get their insurance. The
experience, in Mssachusetts at |east, has been that
there is no indication that enployers have dropped
coverage. Any questions on that?

10: 58: 11 AM

MS. TOBLER, upon determning there were no questions, continued:

Let’s go on to our next slide, which is “Reduce the
Number  of Uninsured by Assisting Enployees and
Enpl oyers in the Purchase of Health Insurance.” This
has probably been the one area where increnentally
states have created many prograns for small businesses
to be able to purchase insurance through a state
created or a state run program where they can do buy-
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i ns. So the enployer can participate with the state
or the enployee can participate with the state. They
can |everage sone public dollars with the existing
enpl oyer dollars and try to get as many enployees
covered with that partnership.

So | have sone exanples there. The majority of the
exanples are Medicaid exanples where states have
created Medicaid waiver prograns like the one in

Okl ahoma where they expand Medicaid eligibility to
i ncl ude new people and those new people that come in
have enpl oyer offered insurance but they can't afford
that enployer offered insurance. The state Medicaid
dol lars help that individual enployee to pay for their
enpl oyer offered insurance. The enployee pays a
little bit. The enployer pays a little bit and the
public dollars pay the rest. Sonetimes you hear them
called three share prograns but that’s one exanple of
how you could mx dollar financing streans to cover
new peopl e wi thout using 100 percent public dollars.

The non-Medicaid prograns that | have down as exanpl es
are the Mntana program Two years ago Montana
created a small business purchasing pool and they
subsi di zed that pool on a sliding scale basis. They
use tobacco tax dollars to pay for that. They al so

for those enployers who were already offering
i nsurance, created a tax credit system so that

they wouldn’t penalize those businesses that were
already out there offering the insurance and they
acknow edged t hat.

Heal thy New York Reinsurance Programis a non-Medicaid
program It’'s subsidized by New York dollars and it
is offered to small businesses and it is a partnership
pr ogr am And then Cover Tennessee isS a new program
that was created in Tennessee and it is also a
partnership for small enployers and uninsured workers
and you have to have a certain incone |evel below 250
percent of federal poverty. They’'re offering a
product that is $150 per nonth. It’s pretty basic
coverage and they are just now getting their feet wet
with that. But these are exanples of ways that the
state can create a shared financial responsibility
with the individual getting the insurance, paying
sonme, the enployer participating, paying sone and then
public dollars subsidizing for the | owest of incone.
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11: 01: 41 AM

REPRESENTATI VE GARDNER asked Ms. Tobler to explain “reinsurance”
under New York’'s program

M5. TOBLER said New York is the only state with a subsidized
rei nsurance program Reinsurance exists nationwide; it is a way
to offset high clains. New York, in order to create an
af fordable program for small businesses, created a program in
whi ch the state assunmes sone of the risk of the clains, perhaps
clains between $5,000 and $50, 000. That reduces the insurer’s
risk so the premum can be offered at a |lower rate. Usual |y,
the state’s risk is a window in the mddle so that the insurer
picks up the smaller clainms and the catastrophic clains. That
notivates the insurer to be effective and encourage good health
anong enrollees. If insurers are responsible for clainms costing
over $50,000, they would be notivated to create prograns that
contain costs and manage i ndividuals’ health needs well.

MR. CAULCHI said he has a good deal of background on New York’s
programthat he could provide to the commttee.

11: 04: 19 AM

REPRESENTATI VE GARDNER asked if New York State pays those clains
fromits general fund or whether it has an insurance programto
tap into.

M5. TOBLER replied the Health New York programis funded through
general funds.

11: 04: 41 AM

REPRESENTATI VE ROSES asked, regarding Massachusetts’ requirenent
that every resident have health insurance, whether Medicare and
Medi caid are considered as insurance.

M5. TOBLER replied they are.

11: 05: 05 AM

M5. TOBLER conti nued:
Ckay, I'mgoing to go to the next slide, “Reducing the

Nunber of Uninsured by Allowi ng Young Adults to Remain
on Their Parent or Guardian’s |Insurance Longer.” This
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has actually been a policy or a strategy that nore and
nore states are adopting and, to tell you the truth,
we don’t have really good data on how effective this
is but I could tell you what | know.

So, basically, if you re insured, both in Medicaid and
privately, and you becone 18 years old, you re dropped
from that insurance. If you re covered by Medicaid,
you’ re dropped from the insurance. If you re covered
by private insurance and then go on to further
education, you typically would be covered until vyou
graduated or turned, depending upon your policy, 22,
23, 21 are sone. So, around there you would be
dropped but...you would have to go on to school to be
able to get that extended coverage.

So there are several states, Utah was the first that
| ooked at the idea of allowing those young adults to
remain on their parent or guardian’'s policy for a

| onger period of tine. And the reason that this cane
up is because that age group, the young adults, is the
fastest grow ng segnent of the uninsured. They al so

are a hard to reach group. Young adults, if you know
any, tend to think that they don’'t need insurance.
They are healthier than the general population and
they have |ess noney and the noney that they do have
they may be saving for a down paynent on an apartnent
or a car or whatever their priorities are - you know,
going to Europe, and they don't want to spend it on
sonmething as dull and boring as health insurance. So
they are a very hard to reach group

Parents and guardians tend to be nore notivated to
know that their young adult children are covered and
so the idea is that by going through the parent or
guardi an, the state would be able to nore successfully

pull sone of these young adults into an insurance
pr oduct .

So you see that | have listed all the states that have
passed legislation allowing this to happen. New

Jersey goes up to age 30, when they say young adults
up to age 30 can be covered by their parent or
guardian’s policy. Most of the other states are
around 24, 25, 26. The experience has been — |I'm
going to use New Jersey as an exanple. New Jersey is
requiring reporting so when the Departnent of
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| nsurance gets reports back, there’s a little box
that’s checked off from the insurers that includes
information on whether or not they sold the policy
based on this new | aw of covering young adults. As of
four nonths ago, they’ ve covered upwards of about
6, 000 new young adul ts. When they were contenplating
the legislation and they did sone data collection,
there were about 100,000 young adults that would be
eligible for this type of coverage and they covered
about 6, 000. Utah doesn’t exactly collect this data
but, anecdotally, when you talk to the Departnent of
| nsurance there, they feel t hat there is a
consi derable anount of wutilization of the |aw that
allows individuals to be covered up to age 26

So, it’s arelatively new policy. It is targeted to a
hard to reach group and a group that’'s expanding in
nunber when you | ook at who the uninsured are. Each
one of these state laws is very different so, if you
want exanples or | know you all had a bill that didn’'t
pass, but if you want exanples and if you want to talk
about this in nore detail, |1'd be happy to do that. |
don’t know if you want to do that now but |I’d be happy
to do that at any point in tinme.

CHAIR WLSON said she would appreciate receiving that
information at a |l ater date.

11:10: 09 AM

REPRESENTATI VE ROSES asked, regarding the folks covered under
Medi care/ Medi caid, what is being done to address the fact that
sonme physicians won’'t treat those patients. He noted sone
physicians in Al aska are also refusing to take Tri-care.

M5. TOBLER agreed that is a good point. Providing a health
i nsurance card doesn’t necessarily nmean individuals gain access
to services. She said that is a challenge and is another reason
that good data is so inportant, as well as including providers
in any discussions. She noted sone states have put prograns
into place that enable people with Medicaid cards or subsidized
insurance to get access to providers but that is not an easy
t ask.

REPRESENTATI VE ROSES questi oned whether the cost of services in
Massachusetts has increased now that everyone is insured.
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MR. CAULCH noted the Mssachusetts program is too new to have
much of an effect but all of the providers and insurers were at
the table from the start and costs were discussed. A separate
novenment in other states, nanmed transparency/disclosure, has
taken root, the idea being that providers nust specify costs
upfront to allow conparison shopping and to allow policymakers
to take a broader | ook. Some states have provided those costs
on a website. That novenment is in its infancy as well so it is
difficult to pull out one nodel to follow

11:14:15 AM

M5. TOBLER continued her presentation

Ckay, noving on. The next slide is a chart called
“The Distribution of Health Insurance Coverage by
Age.” It just is a graphic to show what we just

tal ked about, that young adults are the |argest group
for the uninsured and the |argest growing group for
t he uni nsur ed.

The next slide is called “Reducing the Nunber of
Uni nsured by Expanding or Leveraging Medicaid or
SCH P.” \When you | ook at the broad based reforns that
are being proposed and inplenmented across the country,
each one of them has a conponent of expanding their
public coverage. |In Massachusetts and Vernont, it was
the Foundation for the Universal Coverage proposal.
In Maine, it was part of the Dirigo expansion. I n
Pennsyl vani a they expanded to children. Pennsyl vani a
also has a program that covers adults as well. I n
California there was an expansion. So, using Medicaid
as the foundation for covering all of the uninsured
typically, by expanding eligibility to adults up to
100 percent and expanding eligibility to kids to a
hi gher level, is the way that the states have done it.
|’ve just listed the states and whether or not they're
| ooki ng at adults or children.

11:15: 58 AM

REPRESENTATI VE GARDNER told M. Tobler that Alaska passed
| egislation this past year expanding Medicaid to children so it
can be added to the I|ist.

11:16:14 AM
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MS. TOBLER conti nued:

The next slide addresses a problem that exists in
every state and that is enrolling those individuals
that are eligible for prograns but aren't in the
progranms. You know we were in New Mexico a couple of
weeks ago, talking to them down there. They have a
| arge percentage of uninsured, conparatively speaking,
when you conpare them wth other states in the
country. The mpjority of the kids, at least, are
eligible for an existing program and many of the
adults, wup to 100 percent of poverty, are also
eligible for an existing program but just aren't
enrol | ed. Many, many states are grappling with this.
M nnesota nade that a priority as well. They have
expanded public prograns to include nany people that
woul dn’t be eligible if they didn't live there but yet
they still have a nunber of uninsured that are
eligible but just not enrolled.

So enrolling those that are eligible — the governor of
New York made this one of his priorities for Kkids
because the mmjority of kids that were uninsured in
that state were eligible for an existing program
Nationally alnmost three-fourths of wuninsured children
are eligible for, but not enrolled, in public
progr ans. It’s for many different reasons. The
famly doesn’t want to enroll them The famly has no
idea that they're eligible for the program or the
famly feels that the eligibility process is beyond
their capabilities. So those are the three reasons.

Creating prograns and working with your agencies in
your state to maxim ze enrollnment in existing prograns
probably would be the easy first step in reducing the
nunber of uninsured.

|’m going to ask Dick to talk about the next slide

which is “Reducing the Nunber of Uninsured by
| ncreasing Choice with Consunmer Directed Health Care.”
This is really his purview here at NCSL so |'m just
going to ask himto say a few words about the nonentum
on consuner driven initiatives across the country.

11:18: 12 AM

MR. CAULCHI told nenbers the follow ng:
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First of all, a word about the jargon of the words
used. Heal t h savings accounts (HSAs) are the things
that often nake the headlines and that have the policy
initiative and there’s a lot of legislation filed to

facilitate health savings accounts. From a broader
point of view, health savings accounts are a federa
| aw created structure that, in fact, require a high

deductible health insurance plan along wth them
It’s actually the high deductible health insurance
that provides the insurance coverage so, if soneone
were to just have an account with noney in it, that is
not technically insurance.

But, in fact these two are paired and one can have a
high deductible plan wthout actually having an
[indisc.]. | don't want to make this conplicated

structurally because the real point is that there’'s a
growm ng endeavor, and really novenent, across the
country because of the federal law to establish and
encourage health savings accounts and the HSAs
t hensel ves are very flexible and relatively attractive
in a financial sense. They are conpletely tax free.

Any noney put into themis tax free or tax deductible.

Any contribution the enployers make also is tax free
and then any withdrawals from the account remain that
way and then the noney in them can be rolled over from
year to year. So those are kind of the selling
poi nt s. They have been particularly of interest, |

think, to many enployers who feel that the traditiona

conprehensive is just not affordable. They either
never offered it or they' ve dropped it or considered
dropping it because of the unaffordability. So the
HSA — or the broader term consuner directed health
care — that kind of package provides a way that
enpl oyers can be in the gane, so to speak, but provide
a nore limted anount of contribution.

So, you know, a few statistics here that the actua
HSAs formally set up under federal |law — there’s about
1.3 mllion at the beginning of this year. But there
are 85 mllion people that have sone kind of high
deductible health insurance plan. Hi gh deducti bl e
under federal law is defined as you have to have at
| east the first $1,100 for an individual or $2,200 for
a famly paid out of pocket by the person before the
actual insurance cones in. So, it is what mght be
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call ed catastrophic insurance primarily. Agai n, the
nodern versions of these, or the new versions of them
have sonme sort of practical incentives. They often
cover wellness features so that it’s not just those
times when you're in the hospital with an energency
but it does cover other things.

A majority of states have passed |aws encouraging or

facilitating t hese and t he i nteresting | at est
devel opnment or nost recent developnent is that a
nunber of the conprehensive reforns, i ncl udi ng
Massachusetts, have integrated use of health savings
accounts. So sonme mght have said a few years ago
that these were kind of an ideol ogi cal or a
conservative approach but, Ilike many things we're

seeing, just as cost containnment and expansion are
happeni ng simultaneously, so, too, consuner directed
or health savings accounts are being integrated into
ot her kinds of expansions and public prograns.

| will leave it there unless there are specific
guestions and, again, we have a good deal of nmateria
specific to these or the conprehensive prograns that
i nclude them

11: 22: 36 AM

M5. TOBLER continued her presentation

So, the next slide is changing the topic to quality.
When you |l ook at the broad based reforns and you | ook
at the activity that’s happening nationally, there is
an upsurge in interest in creating nore statew de
quality prograns for health care. So nost of the new
bills and proposals address quality inprovenents. I
have sone exanples up there. In the Dirigo reform
Maine spent a lot of tine collaborating with the
vari ous stakeholders around the state on quality and
they created the Maine Quality Forum which is a group
that advocates for quality care and hel ps people make
decisions based on their health care needs and
choi ces. This Quality Forum actually reports back to
the legislature and it reports to consuners in public
foruns and on a public website.

M nnesota is probably the state that | would hold out
as a nodel for quality reforns. They have been
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actively working on quality inprovenents for many,
many years and just recently the governor has created
an initiative to inprove quality of health care in
their state and | j ust included one of t he
initiatives. They created sonething <called the
M nnesota Smart Buy Alliance, which is a joint effort
bet ween state governnent, |abor wunions, and private
busi nesses to inprove quality and |ower costs. That
group gets together on a regular basis and discusses
health care costs and discusses issues related to
quality and it includes all of the players in the

state. So it’s actually a pretty powerful group.
There are plenty of other initiatives that M nnesota
is working on. | just [indisc.] themall.

In the nost recent Pennsylvania health reform
proposal, there was a big novenent to reduce hospita

acquired infections and so Pennsylvania went about it
in a nore specific way as opposed to broad based
quality progranms. They are actually looking at really
specific issues in trying to inprove outcones and
quality by addressing those specific issues. The
Pennsyl vania health reform has now turned into many
different bills. They took their big broad health
reform proposal and turned it into about a dozen
different bills and actually some of the quality
initiatives were inplenmented w thout going through the
| egi sl ati ve process. Hospital acquired infections is
one of them

Finally, at least four states have recently announced
or passed neasures to reduce disparities in health or
health care, New Jersey being one of them They just
cane back with a — they did a statewde report on
disparities in health care. Disparity is very nmuch
related to quality so New Jersey is focusing on
quality but also, at the sane tinme, focusing on

disparities in health care based on ethnic or
geogr aphi ¢ areas. They now have a statew de program
to reduce disparities, which they are hoping, at the
end of the day, wll inprove outcomes and inprove

quality of care. Any questions on that?

11: 25: 59 AM

M5. TOBLER, after determining there were no questions, relayed
that the next slide speaks to chronic disease. She conti nued:
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o | won't talk about this too nuch because | know
that Ken Thorpe’'s there and | know he likes to talk
about chronic disease but | wll say that nore and
nore attention, from ny experience working wth
| egi sl atures over the years, this is probably the nost
attention that |’ve seen being focused on nanaging
people with chronic disease and it probably is about
time because this is where we spend all of our health
care doll ars. So five percent of the popul ation has
the greatest inpact on the cost of health care.

So basically, people with chronic diseases are where
we spend our noney and if we can do a better job of

managi ng i ndi vi dual s Wi th chronic di sease and
inproving their outcones and naking them healthier
that logically we will reduce the cost of health care

and have healthier people have nore noney to spend on
prevention, etcetera, etcetera.

Vernont, when they passed their |egislation |ast year,
didn't only |look at covering the uninsured, but they
actually looked at a nore conprehensive system of
health care and they created the Vernont blueprint on
health, which I'm sure Ken will talk to you about so
|’m not going to go into any details. Vernmont isn't
the only state |ooking at that. New Mexico is very,
very interested in rolling in a chronic disease
statewide program in their reform California is
focusing on chronic disease and what can be done, not
only through private insurance, but through ... loca
community and statewide progranms to inprove outcones
for people with chronic disease.

11:27: 53 AM

Pennsyl vania established a governor’s chronic care
managemnent rei mbursenment cost reduction comission in
May so they're also |ooking at broad based chronic
di sease managenent on a statew de | evel

So | would say that it is definitely becom ng nore of
a priority for legislators and governors tal ki ng about
broad based reforns. And, even in sone states not
tal king about broad based refornms, |ooking at what
they can do with their existing resources and focusing
on chronic disease as a way to spend those resources.
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The reason is, because as a country, we’'re spending —

if you'll go to the next slide — “Health Care Costs
Concentrated in Sick Few.” This is just a graphic to
show where we’'re spending our dollars and |’m not
going to get into the nitty gritty of this slide but
you' Il have it as a reference.

If you'll go to the next slide, which shows the
percentage of U S. adults who receive recomended care
for their conditions. This is just a graphic that

shows you that although we have sone of the best
health care services that are available in the world
here in the United States, if you have a chronic
di sease, let’s say asthma, about 54 percent of the
time you' re not getting recommended care for your
condi tion.

Now why you’'re not getting that care could be a nyriad
of different reasons but wth a chronic disease
managenent program the intervention that you would
make with that patient would help reduce that nyriad
of reasons that you're not getting your recomended
care. Any questions on that?

11: 29: 35 AM

M5. TOBLER, upon determining there were no questions, continued:

kay, let’s go to the next slide, which is “Focusing
on Prevention to Decrease the Incidence of D sease.”
There has been a real junp in legislative activity
around prevention and di sease reduction. Many of the
reform proposals, actually alnost all of the reform
proposals and bills include prevention strategies and
pol i ci es.

W' re also seeing many stand-alone bills focusing on
i ndi vidual issues |ike reduction of obesity, reduction
of trans fats in foods, reduction of snmoking in cars.
These are just exanples, so a lot nore legislative
activity around the idea of prevention of disease.

Let’s get back to obesity. There’s nore enphasis on
reducing obesity and increasing exercise in the
| egi sl ature. [’ m not even tal king about in the broad
popul ation as a whol e. The reason is because health
related spending on obese people accounted for 27
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percent of overall health spending increases between
1987 and 2001; 38 percent of diabetic spending and 41
percent of heart disease spending so you see that
there is a real cost reason why we should try to do a
better job  of creating prograns and creating
treatnments for people who are obese and have chronic
di sease especially.

If you'll go to the next slide, it’s a pie chart that
shows the causes of disease. So you see that tobacco,
poor di et and physi cal i nactivity, al cohol
consunption and other preventable about half of the
time — and intervention and effective and valuable
i ntervention coul d hel p pr event di sease from
occurring. So that’'s the reason that there is an

increased interest in |legislating around prevention.

The next slide, | don't know - one of your other
speakers probably wll show you this because | know
that they have this slide in their repertoire, but
this just is a graphic that shows the incidence and
occurrence of obesity and the trends anong U S
adults. ... These are slides that are generated by the
CDC and | think it’s astounding to look at the colors
on that map. It’s 1990, 1995 and 2005 and, for those
that mght not be able to see the code on the bottom
of the slide, the light blue is less than 10 percent
of the population is obese, a little bit darker blue
is 10 to 14 percent, the dark blue is 15 to 19 percent
of the population is obese, the sort of vyellow sh
color is 20 to 24 percent, and the orange is 25 to 29

percent and then the orange-brown wth the little
grate over it is over 30 percent of the population is
obese.

And so if you look, from 1990 to 2005, you can see
that there’s been a very, very renarkable change in
the population and we’'re growing into an obese
popul ati on. besity cones with many health concerns.
So there has been plenty of activity legislatively to

try to reduce obesity. W have databases of laws. |If
you're interested in taking a peak at those, let ne
know and |I’'lIl send them to Rebecca. Any questions on
t hat ?

11: 33: 20 AM
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SENATOR DYSON asked if any state or |ocal governnents have made
efforts to |limt the anmount of public dollars going to those
pati ents whose behavi or causes their health conditions, such as
|V drug users or diabetics who do not nonitor their blood sugar.

M5. TOBLER said sone states have instituted incentive prograns
for Medicaid patients. Patients who nanage their diabetes or
reduce their body mass index when obese get an incentive. O her
states provide less of a benefit package if patients cannot
acconplish those things. She said a trend is occurring.

MR. CAULCHI noted that several states have added hi gher enployer
contributions for enpl oyees who snoke as an incentive to quit.

SENATOR DYSON said he would appreciate receiving nore
information to explore that idea.

M5. TOBLER agreed to send nore.

CHAIR WLSON asked Ms. Tobler to skip the Medicaid highlights
today, due to lack of tine.

11: 36: 49 AM

M5. TOBLER continued her presentation

Let’s go on to the next slide, “Focus on
Wl | ness/ Personal Responsibility in Private and Public
| nsur ance.” That is so much of the point just
di scussed. There has been sone legislation to pronote
wel I ness, like allow ng prem um discounts and rebates,

enpl oyer tax credits, focusing on state enpl oyees |ike
Dick just nentioned and creating statew de wellness
pr ogr ans. There was a study that was done at St.
Louis University that cane out with nunbers that said
that workpl ace-based health prograns can save an
average of $3.50 for every dollar spent. | think
there’s still sonme discussion out there as to the
return on your investnment and | think that sone of the
hesitation that states have in going into wellness is
that they feel that there isn't significant data but |
think that that data is comng in now. Hopefully your
next two presenters will be able to tal k about that.

Rhode |sland passed legislation this year creating

Well Care, which is an affordable health insurance
product that is focused on well ness. It’s focused on
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preventi on, primary care, and actively rmanaging
chronic illness and there’'s sone requirenent that
there needs to be the use of evidence-based nedicine.
| included a link there because it’s very interesting
if you have sone tinme to look into it | would check
out that Iink.

And then, last but not |east, was sonething that we
talked about a little bit earlier, and that is access
to health care isn't just about getting an insurance
card. That includes all paraneters. It includes not
just having access to insurance to pay, but also
havi ng access to appropriate physicians in appropriate
geogr aphi c areas.

Community Health Centers have been a way for
i ndividuals who either have Medicaid or don’t have
coverage at all to get services and health centers
provide care for about 15 mllion people at about
5,000 different locations. 1In a few states this year,
there’s discussion about expanding community health
centers to not just provide access to those who don't
have insurance, but to provide nedical hones for
people that do have insurance. Community health
centers are wusually in underserved areas, which in
your state is a large part of the state. They are not
just in rural areas. They are also in urban
under served areas.

The community health centers are, if you don’t know
anyt hing about them they're a partnership with - the
federal governnent provides sone financing — |less than
30 percent of the financing and then in sonme states
general fund dollars are provided for conmmunity health

centers but not all states. ... The next slide [shows]
the nunber of federally qualified health centers in
your state and then, if you' re interested, | also have

a conparison chart that shows the nunber of :
general fund dollars or other dollars that cone from
public sources that go to help finance comunity
heal th centers.

CHAI R W LSON requested a copy of that information.

11:41: 24 AM

MB5. TOBLER conti nued:
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If we’'ll go to the next slide, which is "“Access to
Heath Care: Incentives for Doctors to Practice in
Underserved Areas,” you know, nbst of the states are
in the business of recruitnent and retention and so 45
states have |oan repaynent prograns for doctors who
practice in underserved and rural areas. But sone of
t hose prograns are really funded by federal dollars so
there are other states who have really taken on this
i ssue, New Mexico being one, California, Arizona that
have taken on the financing of those |oan repaynent
progranms and have added bonuses and incentives to try
to encourage physicians to stay in hard to serve
ar eas. It is definitely an issue that if you're
| ooki ng at access as a whole and not just as providing
access to insurance, it is definitely sonething that

you need to look at and study carefully and | know
that you all have done very good work in this area in
Al aska.

Let’s go to the next slide: scope of practice because
this is sonmething that has been a current discussion
in health care reform proposals across the country.
|’ m going to use Pennsyl vania as an exanple. You know
you, as legislators, license your providers and you
create their scope of practice so you create the
ability of them to practice and use their skills at
t he highest |evel. I n Pennsylvania, with their health
reform one of the conponents of their health reform
was to expand scope of practice for nurse
practitioners and physician assistants and pharnmacists
so that they can practice at the full extent of their
know edge. That is directly related to trying to
reduce the cost of services by allowing |ower paid
providers to provide services that in sonme other
states can only be provided by higher paid providers,
i ke doctors.

And then the other thing that has been comng up in
di scussions is retail clinics. | did not ask before
| prepared this presentation whether or not retai

clinics are popping up in your state but they're
popping up all over the place. Those are the clinics
that you see in chain pharmacies and in Wal-Mrt.
There has been a little group of legislation that’'s
come up, either trying to overly regulate retai

clinics and to reduce the nunber of RNs and PAs that a
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physi cian can oversee or to encourage retail clinics
by increasing. So Texas actually is trying to
encourage retail clinics by reducing the restrictions
on physici an oversi ght of RNs.

So that’s kind of what’s happening out there in scope
of practice but it certainly is a piece of the puzzle
when you’'re | ooking at access.

That’s the last piece on health reform across the

country. | tried to give you the highlights. | hope
you' |l share the Medicaid slides with the rest of the
conmittee. Pl ease feel free to contact ne about the
content of that. If youd like ne to go into detail
about what’s happening in Medicaid reform across the
country at a later time, |I'd be happy to do that.

11: 45: 04 AM

REPRESENTATIVE ROSES referred to an NCSL presentation on
healthcare in Chicago in April at which Dr. Janes tal ked about
Utah's attenpt to change its scope of practice by establishing a
stringent protocol for tests to reduce costs associated wth
unnecessary testing. He asked if his nenory is correct.

M5. TOBLER said that is correct. She said the subjects of
evi dence- based nedicine, scope-based practice, and creating
statewide standards for treatnent are all part of the
di scussi on. The nore information available on successfu

prograns across the country, the better prepared Alaska wll be
for its discussion. She offered to send information that Dr.

Janmes provided about Utah’s program which is well docunent ed.
CHAI R WLSON said she would like that information

11:46: 51 AM

REPRESENTATI VE ClI SSNA said she has heard that up to 70 percent
of a person’s health care outcones are based on individual

behavi oral choices and habits. She noted nmental and behavi ora
health need to be part of this discussion because the outcones
can be very expensive. She asked what work has been done to

addr ess that.

CHAIR WLSON said that question will be addressed this afternoon
i n anot her presentation.
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MR. CAULCHI said Representative Cissna is correct that a high
percentage of the outcone factor relates to individual behavior.
Mental health is a large area and sonewhat distinct because it
covers a whole range of conditions, frominstitutionalization at
an early age to people who cannot work full-tinme. One practical
fact is whether that kind of treatnent is fully covered. A
nmovenment to increase the anobunt of coverage and recognition of
mental health <conditions is wunderway but s controversial
because of the cost.

M5. TOBLER added that integration of nental health and substance
abuse treatnent wth traditional health care services is
occurring in the states.

11:50: 32 AM

REPRESENTATI VE FAI RCLOUGH asked if any research supports the
premse that if insurance is provided to the uninsured, they
will actually access the insurance.

M5. TOBLER said the answer is no. She pointed out that New
Mexico created a three-share program (enpl oyees, enployers, and
public dollars) that provided subsidies for low incone
i ndi viduals to purchase enpl oyer-sponsored insurance or to buy a
product conm ssioned by the state. The enployer could also buy
in for their enployees. There was very little participation due
to i nadequate marketing and because it would cost sone enployers
nore than they were already paying. She said that Massachusetts
now requires the uninsured to purchase insurance and Vernont
created a voluntary, subsidized program for |low incone
i ndi vi dual s. In New Jersey, a questionnaire regarding why
people didn’t take advantage of extended benefits to young
adults revealed that many people had no idea the enployer was
paying. She said the dilemma is creating a programthat creates
a robust private market while recognizing that the | owest incone
peopl e probably still cannot afford it and providing for those
peopl e.

REPRESENTATI VE FAI RCLOUGH r esponded:

Laura, | think you provided the information that |
t hought was true. | guess [|I'm challenging the
hypot hesis of 50 states chasing the uninsured if, on
your slide that's labeled “Enroll Those that are
El i gi bl e. Nationally, 3/4s of the Population of
Uni nsured Children are Already Eligible.” | believe as

states discuss the challenge both in the private
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sector and at a state level of wanting people to do
preventative care and wanting all people to be able to
access that care, that there may be a reality that
whet her we provide it or not, people won't access it.
Whet her that’s education and understanding the
inportance of a good diet, of l|ess Trans fats or
whatever it is, that we're chasing a hypothesis that
says, and it’'s a very expensive hypothesis, that if we
offer the insurance they wll cone. We already have
figures that say they don't cone. And so are we
putting all of our eggs in one basket the right way?

| understand, back to Senator Dyson’s comments about
personal responsibility, you know |I’ve talked with our
| ocal providers and understand that those uninsured
that are comng at critical tinmes to enmergency roons
to access their health care are driving up the cost
for all the rest of us because that is not the way to
access health care. W want them in early. We want
those children in for their annual check so that we
can start doing sone preventative maintenance on their
health care systens. | don’t know that we change that
behavior by offering it in the system | guess it’s
not a negative ...

MR. CAULCHI said Representative Fairclough presented a practi cal
caution. A dilenmma during the |ast decade is that policymakers
sonetinmes put the enphasis on the detailed structure of a
program rather than on the marketing. He said, as an exanple

Massachusetts has recognized that general marketing is centra

to the success of its connector program so it is blanketing the
popul ation with ads that tout the program as easy to use and
mai nst ream He noted the success of that programis yet to be
seen but enphasized the need to include marketing costs in any
heal th care program

M5. TOBLER said the dilema Representative Fairclough referred
to is one reason Mssachusetts decided to nandate that

individuals get health insurance. She noted the financial
penalty for non-conpliance is small but wll increase in the
future. She said that is why individual mandates are being

di scussed in other states.

REPRESENTATI VE FAI RCLOUGH opined that individuals won't cone

even if it is nandated. She said the choice is at a deeper
| evel — whether parents have time or that preventative mnedicine
is a part of their culture. She remarked that a parent wll not
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bring her infant in to be inmmunized because she is being

penal i zed financially. She felt the marketing needs to be
directed at healthy developnent and the value of preventative
servi ces. She wants people to actually receive services. She

poi nted out she was recently in Dutch Harbor where it costs
$1,000 for a parent to take a child to get services el sewhere.

12: 02: 53 PM

CHAIR WLSON recall ed that when she had three snmall children and
good insurance coverage, famly nmenbers did not go to the doctor
because they couldn't afford the deductible. The insurance was
used for energencies only. She believes many people are in that
posi tion.

12: 04: 04 PM

REPRESENTATI VE ROSES said when Alaska had the Denali Kid Care
Program physicians and community health care centers expressed
concern about the nunber of appointnents nade but not attended.
Those appoi ntnments were not cancell ed or reschedul ed, which adds
to the cost. He felt people should be accountable for those
cost s.

M5. TOBLER said recognizing those challenges and working wth
state experts to address those problens is inportant. She asked
menbers to call her because she can provide sone exanples of
| ocal successes in addressing those kinds of problens.

CHAIR WLSON asked Ms. Tobler to send committee nenbers any
i nformati on she has on that subject.

12: 06: 16 PM

REPRESENTATI VE Cl SSNA commented that Al aska has not mnmade health
a high priority on political surveys. The state spends |arge
anounts of noney on health care but not |arge anounts of tine.
She felt that legislation alone is not enough; |eadership by
exanple is inportant.

12: 08:48 PM

CHAIR WLSON thanked M. Tobler and M. Caulchi for their
present ati ons. She said they set the stage for legislators to
work from She then announced the commttee would hear from two
speakers this afternoon and would probably nmeet until 4:00 p.m
She announced a lunch recess until 1:25 p. m
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Presentati on: Rethi nki ng | nsurance

1:28: 22 PM

CHAIR WLSON called the House Health and Social Services
Commttee back to order and introduced Dr. Ken Thorpe, the
Robert Wod Wodruff professor and Chair of the Departnent of
Health, Policy and Managenent in the Rollin School of Public
Health of Enory University in Atlanta, Georgia. He also co-
directs the Enory Center on Health Qutcones and Quality. H s
presentation is about rethinking insurance. Dr. Thorpe has
authored and co-authored over 85 articles, book chapters and
books and is a frequent comentator on health care issues in the
nedi a. He has appeared on national news broadcasts. He
received his PhD from Rand G aduate School, an MAA from Duke
University, and a BA from the University of M chigan. Chair
Wlson noted paper copi es of Dr. Thor pe’ s Power Poi nt
presentation were distributed to nmenbers.

1: 31: 02 PM

DR. KENNETH E. THORPE, PhD, informed the conmttee that he has
spent the last 2.5 years working with two states on enacting
conprehensive health care reform efforts, Vernont and Illinois,
which are restructuring how they pay for and deliver health care
servi ces. He will discuss sonme of the possibilities Alaska can
|l ook at to make broad sweeping conprehensive reforns. Heal t h
care reform was a nonpartisan issue in both Vernont and
Il'linois. The policy initiatives of interest are ones of comon
sense prevention and nore effective managenent of patients. He
said it is necessary to define the problem correctly, have the

right vision and a political strategy to succeed. In both
states, getting people on the sane page and noving in the sane
direction was necessary. He began his PowerPoint presentation

as foll ows:

You've heard a little bit about the conponents of
health care reform The four that | focus on [are]
one, that a key issue for people when they t hi nk
about health care reformis how are you going to nake
my health care insurance |ess expensive, nor e
af fordable. What are we going to do to make sure that
my enployer continues to offer it at an affordable
price at | ower co-pays and deducti bl es?
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| start out with this one because | don’'t know the
specific nunbers in Alaska but we've done sone
national polling in the last election |[|ooking at

vot ers. Qobvi ously, when you look at the voting
public, nationally about 85 percent of Americans have
health insurance - it’s closer to 83 percent here.

But about 96 percent of people who voted had health
i nsurance. When people are voting and when you talk
about health care reform they're focusing on this
stuff costs a lot and we’'d Ilike to find sone
initiatives to make it |ess expensive, better quality,
nore quality tinme wth ny physician, and | ess
conplicated because it is very conplicated for
physicians and famlies and others trying to deal with
the fornms and the paperwork involved in health care.

So | think collectively these are areas that | know
that you're touching on in different ways: the
affordability issue, reducing admnistrative costs.
There are a lot of very sinple things that we can do
to nove paper out of health care that produces no
qual ity but produces higher costs. 1’Il give you sone
exanpl es of that.

There are sone quality initiatives that we enbedded in
both the Vernont and Illinois refornms that | think
m ght be of interest here as well. Qobviously the
debat e about what do we do about the uninsured - you
know, Vernont is not dissimlar fromthis state in the
sense that it has a |lot of seasonal workers. It’s a
recreational econony, ski resorts, a rural state,
al though not nearly as rural or big as Alaska, but it

certainly has sonme elenents that are simlar - the
sane popul ation size, sonething in the 600 to 650, 000
range.

Policy intervention on the affordability side — | can
just tell you ny experience working wth the
| egi slatures in both of these states. | just started

out the first couple of weeks just naking sure that we
understood the problem understood the data, and
understood the analysis about where we’' re spendi ng our
health care dollar and what's driving health care
spendi ng up. | found that once we got everybody sort
of bought into the data, the nunbers, the analysis,
the conversations we had about interventions were a
little bit easier.
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So | think that the conmpbn sense issue is that
crafting effective solutions that are going to make
heal th care nor e af f or dabl e, a better val ue
proposition, means that you have to have a clear
understanding of where you're «currently spending
health care dollars and what’s driving the growth and
spendi ng up. Real sinple stuff but I find when | go
into a lot of different places and talk to policy
makers, and I|’'Il give you sone survey data as well

nost people really msidentify or have notions of
where we spend the noney and why it’s going up that

turn out to enpirically not be the fact. So that’s an
i nportant shortcom ng. If youre trying to solve the
wrong problem vyou' re not likely to have much of an

effect on really making health care | ess expensive.

| start out with these six framng issues and this is
largely dealing with the affordability issue. | call
them the six unhealthy truths, which tell the story of
the rise in chronic disease, the inpact on health, and

health care in the United States. | believe at the
end of the presentation the citations are there. | f
not, 1'd be happy to give you the citations of the

studies and so on that each of these cones from [ "1
wal k you through themas | go and tell you where they
cone from

1: 37: 34 PM

DR. THORPE conti nued:
The first one we know — this is CDC data - that
chroni c di seases are the number one cause of death and

disability in the United States. They account for 70
percent of deaths in the US. They kill nore than 1.7

mllion Americans a year. So there’'s a |eading cause
of death and | don’t think that’s trenmendously
surprising and certainly | think everybody sitting
here either may thenselves have a chronic illness or

certainly know of sonebody or sonebody in their famly
that has diabetes, high blood pressure, depression,
heart disease, cancer. All of these constitute,
selectively, different fornms of chronic disease.

Second truth - again these are data that |1’ ve
t abul at ed. They’'re also data from the CDC Thr ee-
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guarters of spending on health care nationally, and we
can sort of do an estimate for Al aska as well based on
the characteristics of the population and the
denographics to see how nmuch are on the margin. This
nunber may vary. Chronic illness accounts for three-
quarters of what we spend on health care. Now I think
that that’s an inportant statement because renenber
sonmebody with a chronic disease by definition has an
established nedical condition that is expected to |ast

at least 18 nonths, two years or even |onger. So
these are people that are already ill and, at that
point in tinme, the issues about insurance [are]

inmportant only in the sense of paying for services to
make sure that services are delivered. Wat really is
nore inportant is how can we best and nost effectively
clinically manage that patient, both in ternms of
[indisc.] to do a better job of self managing his or
her condition and also providing the opportunity for
physicians and nurses to work with patients to nake
sure that they do all of the basic blocking and
tackling, which is just the primary preventive work of
noni toring and managi ng the course of these di seases.

Medi cai d, depending on the state, accounts for about
83 percent of the spending. Medi care owns the
chronically ill population. Over 95 percent of
spending in Medicare is linked to patients that have
heart disease, cancer, and these chronic health care
condi ti ons.

The third truth, this is looking at the growth in
spendi ng. We’ve done this now through 2004 and the
nunbers are pretty nuch the sane. |If you |ook at what
we spent in 1987 conpared to what we spent in 2000,
health care spending increased by over $300 billion.
It went from $313 to $628 billion. This was anong
privately insured patients. O that growh in
spendi ng, about two-thirds of it is linked to the fact
that we are treating nore and nore people with chronic
illness. So two-thirds of the growth in spending is
due to the fact that we’ ve had a dramatic increase in
t he preval ence of treated disease.

Now there’s a variety of reasons why the preval ence of
treated disease could go up. W could actually have a
true increase in the nunber of people that have
di abet es and have high bl ood pressure and have cancer,
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heart di sease and so on. That's one reason. It could
be that we’'re doing a better job of detecting disease.
That’s probably a good thing that we're getting at
patients earlier in the <course of their chronic
i Il nesses. It could be the technology is better to
treat nore patients today than we were treating 15, 20
years ago. That’'s certainly the case in terns of drug
interventions for treating depression. That’ s
certainly the case with Statins treating hypertension
and el evated chol esterol. So what we’ve been trying
to do... all of these pieces are based on work we’ve
been doing at Enory trying to deconpose what’'s going
on with spending increases so we can have a clear
picture up front for policy nmakers to sort of really
understand what’'s driving the growh in spending so
that they can find the levers of opportunity from a
policy perspective and attack them

We tried to sort of understand here on how nuch of the
increases in spending were for issues that we could
potentially intervene, that we had an opportunity to
either nodify behavior or have an effect on the
preval ence of treating disease. Wat we found is that
if you take the issue of obesity — there’s a big piece
today in the Anchorage paper about obesity rates in

Al aska. Just as an aside, | can just tell you that
nost of the data is based on self reported information
so people are sort of filling out surveys — how tal

are you, how rmuch do you wei gh?

It turns out nationally that if we do it that way, the
preval ence of obesity is about one in four, about 25
percent roughly. It has gone up. If you actually do
it clinically, actually have a nurse cone in and weigh
sonebody and take their height nmeasurenents, the

preval ence of obesity is about 35 percent. There’s
about a 10 percentage point gap between the self
reported data and the actual clinical data. That’ s

not probably because people are saying they' re too
short. They are fudging a little bit on the margin

with the weight side. But that’s sonmething - the
nunbers are even worse than what the self reported
data shows. W re reaching up to 35 percent

nationally in terns of obesity rates, nuch higher than
what the self reported data indicates.
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What we wanted to do was on this was to say how much
of the increase in spending over tine is due to the
fact that we’ ve had an established doubling of obesity
anong adults. So, this first part we’'re just doing
anong adults and we’'re | ooking at it anong kids too.

1:43: 30 PM
REPRESENTATI VE FAI RCLOUGH inquired as to whether slide 6 uses
the CIP so that the conparison of health care spending is

“apples to apples.”

DR. THORPE replied yes. The conparison has been done in nom nal

dollars, inflation-adjusted dollars, and in each vyear by
standardi zi ng age and sex, which weeded out denopgraphic changes,
changes in inflation, for age and gender, etc. He further
expl ai ned:

We took the top 20 nedical conditions in the country.
Those top 20 nedical conditions, heart disease,
cancer, hypoglycem a, diabetes, account for just under
80 percent of spending. What we did is we |ooked at
how much we spent on heart disease let’s say in 1987,
how nmuch did we spend in 2004, [indisc.]. And we had
a statistical approach for deconposing how nuch the
increase in spending was due to nore people with heart
di sease versus nore spending for heart disease
patients. That’s what this is reflecting. So if you
go across the 20 nedical conditions and |ook at
[indisc.] on, about two-thirds of the growth is due to
the fact that we’'re treating nore people with these
conditions and about one-third of it is due to the
fact that it cost nore on the spending side to treat
t hem

If you think about some of these conditions that are
big drivers, you know di abetes preval ence rates are up
55 percent over this tine period. The anmount of cost
of treating a diabetic is not nuch different today in
real terms than it was 20 years ago. W’ ve had an
expl osion though of people under nedical nmanagenent
for diabetes in this country. So, depending on the
condition that you go through, in sone cases virtually
all the increase is due to prevalence increase.
That’s true certainly for depression, that’s true for
di abetes, hyperlepedema (ph), elevated cholesterol.
It is not true for cancer and heart disease because
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those rates have been relatively stable in terms of
i nci dence and preval ence and, in sonme cases, have gone
down. The technology has inproved and changed
dramatically for those types of things. But, on
bal ance, those increases are really due to the fact
we're treating nore and nore patients wth these
chronic health care conditions.

CHAIR WLSON said those are behavioral patterns that could be
changed.

1:46: 29 PM

DR THORPE said that 1is correct. He continued wth his
presentation, as follows:

On this next slide we did another effort study in
deconposition and said how rmuch of the increase in
spending is due solely to the doubling of obesity?
Qoviously not all of that two-thirds increase is due
to potentially nodifiable risk factors. As |
mentioned, sone of it is due to nore aggressive
screening and detection. That’s certainly the case
with certain forns of cancer. That’s certainly the
case with depression. W' re recognizing and catching
depressed patients earlier conpared to 30 years ago
So sone of it is nore screening, some of it is
technology but a lot of it is just truly a clinical
increase in the incidents of disease linked to
potentially nodifiable risk factors.

The truth nunmber 4 here, our calculations were that
about 30 percent of the growmh in spending over this
time period is due to a doubling of obesity

national ly. Again, we’'ve done these calculations on
different states, |ooking at how they play out. In
general the range is from 25 to 40 percent, depending
on the state. To give an exanple of how that plays
out, if you go back to, again, diabetes and I focus on
that because | think everybody’s clinically famliar

with it and it is a very classic exanple of what is
goi ng on here.

| nmentioned the huge increase in the preval ence of
di abetes being treated in the U S. over the last 25
years. If you go back 30 years ago and do it - you
know, standardized the |likelihood that sonebody has

HOUSE HES COW TTEE -42- August 28, 2007



di abetes for denographics, gender, race, ethnicity,
educat i on and do al | of t he appropriate
standardi zations and then just look at it by weight
class, what you find is that 30 years ago, four
percent of normal weight adults were diagnosed wth
di abet es. 14 percent of people who are obese were
di agnosed with diabetes. W’'re only catching about
two-thirds of total diabetes so if you look at the
total clinical prevalence of diabetes, a third of it
we don’t treat and don’t diagnose; two-thirds of it we
do treat and diagnose and that hasn’'t changed in 30

years.
The prevalence rates go to 2004. In 2004, four
percent of nornmal weight adults are diabetic. The
preval ence of obesity in adults is 14 percent. None
of those things have changed so we're not detecting
nore di abetics. The prevalence rates in those body

mass increnents has not changed. \Wat has changed is
the distribution of people in each of those groups
So, virtually all of the increase in diabetes in this
country is due to a shift in the weight distribution.

Another...way of thinking about it is that suppose
that we could have done sonething magical and just
frozen the rates of obesity today at the |evels they
were in 1987 so that they didn't double and nothing
el se changed. There’s no change in technol ogy. That
stays the sane. It stays the sane in terns of how we
pay for services. Not hi ng el se changes. The only
thing we do is just hold those obesity levels after
1987 | evels. We calculated that we’d spend about 10
percent less in the United States. That is, the base
of spending would be 10 percent lower than it 1is
today, which is over $200 billion. So it’s a huge
i npact on overall spending trends in this country.

If you look at the fifth truth, and it relates to this
fourth fact, nost of these chronic illnesses could be
prevented or certainly better nanaged. Again, that’s
fromthe CDC. It shows that about 80 percent of heart
di sease and stroke and Type 2 di abetes are preventable
because they do link to potentially nodifiable, though
difficult to nodify, risk behaviors. About 25 to 40
percent of cancer is potentially preventable. That’ s
particularly true wth certain fornms of colorectal
cancer, probably less true with other forns of cancer.
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The bottom slide - statistics you ve already seen.
Sort of the irony here is despite the fact that nost
of what we spend in our health care system is |inked

to chronically ill patients. W don't do a very
effective job of providing clinically preventive
health care services to those patients. I f you | ook

at what the Anerican Diabetes Association says is the
standard of care for treating diabetes in this country
in terms of how often you should get your henoglobin
A1C checked, the annual eye exans, extremty exans,

bl ood pressure exams, just the basic ongoing nedica

managenent of those patients, they're only getting
about 56 percent of the clinically recomended care

That’s not because the doctors don’t know that it is
clinically appropriate to do or the nurses don’t know
that it is clinically appropriate to do, it’'s because
we have a paynent system and a delivery nodel in the
United States that was great in the 1960s, but is not
really built for patients that are being treated in
the health care systemtoday.

| f you go back and think about the Medicare programin
1965 when it was first put together, that benefit
design and the way that we pay for services was based
on the clinical characteristics of patients who were

being treated in the 1960s, episodically ill patients
that canme in, had a nedical event, they were treated
and they went hone. Vell that’s not the clinical
profile of patients driving and spending the system
t oday. These are not patients that are episodically
ill. They are persistently and chronically ill [and]

need ongoi ng nmedi cal managenent of their care.

REPRESENTATI VE GARDNER asked Dr. Thorpe to describe a system
that woul d address today’ s scenari o.

1:52:40 PM
DR. THORPE said he would lay that out and then discuss the
specifics of how Vernont’'s program was redesigned. He
conti nued:

The sixth truth is that if you think about what 1’ve
told you today, three-quarters of what we spend our
health care dollars on is on chronically ill patients.
Two-thirds of the growh is due to the fact that we
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have nore chronically ill patients that are being
treated. About 30 percent alone is due to a doubling
of obesity.

If you take a step back and say what are the
opportunities from a policy perspective to intervene
and do sonething, the starting point, it seens to ne,
in ternms of really dealing with the big picture stuff,
is you're not going to solve these issues by dialing
up co-pays and deducti bles and having a debate solely

on insurance. Insurance reforns play a piece in this.
There’s no question about it but that’'s not the
primary piece. This is a piece that’s nore

conplicated than sinply dialing up deductibles and co-
pays because it deals wth the structure of the
delivery nodel, the paynment system and really
building into our culture preventive interventions
that can potentially nodify risk behavior. W’ ve done
this in smoking to a certain extent over the last 30
years. Snoking rates are still way too high but
they’ ve dropped from 50 percent to the |ow 20s. So
we’ve done this wth snoking and we need to have a
di scussi on about what are the opportunities and the
types of interventions you could do on the diet,
exercise, nutrition side. Neither one of them are
easy to do.

If you ask the public about this issue, and indeed
this is based on a national survey that our group at
Enory did and another group | work with, which is
called the Partnership to Fight Chronic D sease. It’s
a group of 70 organizations nationally, ranging from
the National Association of Mnufacturers [NAM,
Chanber of Commerce, Service Enployees |International
Union, [Indisc.] Hospital Association, there’'s a broad
cut of groups that have worked on health care reform
for years and years and years, nost of them not on the
[indisc.] because nobst of them started and engaged in
the debate about health reform on the insurance, the
financing and the coverage pieces. They just did not
build a coalition and get nuch traction and nuch
novenent .

W sort of flipped this around this tinme and said
let’s start with the affordability issue. That’'s what
nost Americans think about when you think about health
care reform Let’s see what we can do to nmake health
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care nore affordable, lay out the facts, and see if
you can’'t build a non-partisan approach to dealing
with this, this tinme around, at the state |evel and at
the national |Ievel. That’s what this group, the
Partnership to Fight Chronic Disease, is really
f ocused on.

|’ve been surprised at the engagenent that NAM the
Chanber and Service Enployees have had to date in a)
laying this presentation out wth us, but also
starting to craft policy solutions that they all can
agree on, which is, to nme, a narvel given the
diversity of interests in those groups traditionally.

.. I f you ask people what percent of deaths do you
t hink chroni c di sease accounts for, | nentioned it was
70 percent. Well you can see very few people get it
right on the left hand side. Only 15 percent of the
population is in the sort of the ballpark. If you
asked what percent of spending the chronic health care
account for, again, only about 14 percent of Anericans
were in the ballpark on that one.

So part of this, in terms of framng the issue and
getting, | think, policy makers and the public focused
on this, is just an educational part of it, just

laying out the facts about where the spending is,
what’s driving it and providing opportunities for
di scussi on about here’'s the real problem that we need
to focus on. And then to start to think about sone
new innovations and new approaches that mght be in
place that could really attack these problens nore
effectively than we have in the past.

1: 56: 55 PM

CHAI R WLSON surm sed then that 70 percent of the deaths in the
United States are caused by chronic diseases but nore than 70
percent of health care costs are spent on those patients.
Therefore, if that is where nost of the health care dollars are
spent, that is the area to focus on.

DR. THORPE said if the desire is to manage funds in the system
better nmanagenent of patients with chronic diseases wll be
necessary. Primary care physicians say the typical clinical
profile is patients wth hypertension, diabetes, elevated
chol esterol, overweight wth back problens, pulnonary issues or
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asthma, and depression. The current health care system was
never designed to track this and it was not designed for
physicians to manage it clinically. The information technol ogy
and paynment systens or popul ation based public health delivery
nodel are not in place to help primary care physicians to
effectively manage those patients. The paynment and delivery
nodel is still based on the 1960s.

The challenge is to define the problem correctly. The six issues
he has discussed provide a conpelling, sinple story that
coherently lays out the facts so that interested parties can
focus on policy directions.

1: 59: 20 PM

DR. THORPE told nenbers the key to controlling the level and
dollar spending is to do a better job at creating a clinica

profile. Patients are not getting the clinically recomended
preventive services. They are not engaged in self nmanaging
their conditions. No one is tracking patients across the
dormai ns of care they get. Prescribing and nedical errors occur.
Patients use several physi ci ans  over the years so a
conprehensive patient profile is often elusive. An ener gency
room physician is often shooting in the dark regarding
al | ergies, drug interactions, and current treatnments  of
pati ents. The key is to develop a new delivery nodel for

patients treated today. He questioned what a new system shoul d
| ook I'i ke and what are the key conponents of good, best practice
i nt egrat ed nodel s. The persistent rise of obesity and chronic
di sease nust be prevented. The data about each age group shows
dramatic increases in chronic disease prevalence and big
increases in treatnent costs. Adol escents aged 15 to 22 spend
the equivalent of what 35 to 44 year olds spent 15 years ago in
ternms of disease preval ence and spending patterns. He stated:

This is not quite a tsunam in terns of an increase in
the preval ence in disease, but it’s starting early and
it’s starting increasingly early in schools, junior
hi gh schools, particularly anong girls in school,
related to a lot of things we can talk to related to
physical activity tinme and so on.

In each of those cohorts, we were seeing these trends
that — as | listen to the policy debate about
affordability, which is largely focused on dialing up
co- pays, deductibles, insurance based refornms, that’s
not going to get the job done in dealing with these
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more difficult to address behavi oral i ssues and
prevention issues.

2:02:49 PM

SENATOR DYSON asked if really significant co-pays mght act as
an incentive for people to take better care of thenselves.

DR. THORPE replied yes and said there are two approaches that
could be used. Pitney Bowl es and Safeway did experinents in
whi ch they offered enployees high deductible plans to encourage
behavi oral changes. They found their spending did not decrease,
and in certain elements increased. The data showed that
hospital stays, clinical and enmergency room visits increased.
They traced the increase in cost to the fact that patients with
certain ailnents, diabetes, hypertension, heart disease, and
certain fornms  of cancer, were  not persistently taking
nmedi cati ons and self nanagi ng. They would end up going to the
hospital for treatnment and to get prescriptions filled.

2:05: 04 PM

SENATOR DYSON asked if those enployees had been taking better
care of thenselves prior to the switch to a l|arge deductible

policy.

DR. THORPE said the prescription fill rates for nmedications
taken on a reqgular basis, such as Statins or insulin, decreased
substantially because of the high deducti bl e.

SENATOR DYSON said if he was a large enployer, he would provide
a gymin his facility, record enployees’ BM, blood pressure,
chol esterol, etcetera, and offer lower rates to enployees who
i nproved their health.

DR. THORPE said Safeway kept its high deductible plan but said
it would deposit nore noney into the accounts of enployees who
took a health risk appraisal. Asynptomati c enpl oyees would
follow a specific care plan. Empl oyees with high blood
pressure, for exanple, would be given a plan of services to
follow and no cost sharing. The challenge is to nmke sure
enpl oyees follow those plans so that by renoving the co-pay and
deducti ble costs, enployee conpliance rates increased. So,
financial incentives were used nore as a carrot than a stick

Safeway found nost of its health care spending is on the
enpl oyees with conditions so the challenge is to engage those
enployees in nore effective self nanagenent. Fi nanci al
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incentives are very effective, as well as naking services
readily avail able. Sonme |arge conpanies have nurses on site
once a week and have 24-hour nurse call lines. He agreed the
benefit design is inportant but the challenge is how to
structure insurance deductibles and co-pays in the context of
enpl oyees with six, for exanple, chronic health care conditions.

REPRESENTATI VE GARDNER asked if the Pitney Bowes/ Safeway studies
are avail abl e or whether the studi es are ongoi ng.

DR. THORPE said he could send copies of their presentations. He
noted another study on this topic was published in the New
Engl and Journal of Medicine. In that study, the drug benefit
deducti ble was increased. The result was a decrease in the cost
of prescription drugs but increased costs in hospital stays,
enmergency room and clinic visits so no noney was saved and

nortality rates were slightly higher. He said the challenge is
to understand where the noney is spent and how to structure a
preventive delivery nodel given the fact t hat pati ent
characteristics are different. He asserted the issue is nuch

nore conplicated than sinply dialing up co-pays and deducti bl es.
2:10: 29 PM

DR. THORPE continued his presentation:

| can tell you that if you |ook at nost, what | call
care nmanagenents as opposed to — | don’t like to cal
it disease managenent because when | hear disease

managenment, to nme that means you're trying to nanage
one nedi cal condition. The nore problenmatic issue is

that the patients in the system are — they have all
t hese conditions. They come in bundles. You don’t
just have diabetes. You have at least two or three

ot her chronic conditions associated with it.

So, if you think about it, if you look at nobst private
i nsurance pl ans, if you Jlook at nost Medicaid
prograns, certainly the Medicare program the care
managenment that exists in those prograns today are
largely ineffective. They’'re largely ineffective
because if you take a step back and say what woul d one
of these best practice prograns |ook |ike? Wat would
it have to include? It would have to include primry
care physicians sort of as the traffic cop or
concierge managing this. It would have to include
nursing time and nurses working with patients and nost
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of the care would be provided by nurses that work with
patients. You' d include and engage patients that are
notivated to self manage their conditions. It would
have to include the physician having the information
so here she could understand and track whether or not
you’ ve had your annual eye exans.

And, just looking at all of the clinically preventive

indicators for diabetes and all of these other
conditions, you know, have they occurred on a tinely
basis? D d the patient fill their prescription? Dd
they refill their prescription? Just the real basics

about managing those patients we don’'t have in the
system t oday. And that physician is not paid to dea
with those issues. Take a step back and think about
that patient again, the hypertensive diabetic with all
the co-norbid conditions, that patient is going in to
see a primary care physician today. It’s an
establ i shed patient so that primary care physician is
getting paid for a 15-mnute established office visit
of which he or she probably spends seven or eight
mnutes wth the patient. That patient has 10
different things that they want to tell you about
their diabetes, their blood pressure |evels, their
depression, their back hurts, they re having trouble
breathing. The physician is basically, at that point,
struggling to figure out triage-wise what is the
problem that is the nost serious and inportant that |
can deal with in this point in tinme, take care of
that, and then hope +the other problens resolve
t hensel ves.

So, if you think about it, that primary care doc not
only doesn’t have the information on those other
conditions, he or she is not really paid to nonitor
t hose conditions outside the physician’s office.

2:13: 05 PM
CHAI R W LSON asked how a | egislature can get insurance conpanies
to change their system of designated nunerical categories for
di agnoses.

2:13: 33 PM

DR. THORPE told nenbers the two policy challenges that both the
Governor’s Ofices and the Legislatures faced in Illinois and
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Vernmont were prevention and to clinically manage the funds spent
on the chronically ill. They studied best practices of
effective prograns. They surveyed insurers, state nedical
groups, and others, and created working groups to determ ne what
best practice includes. The survey found that sonme el enents of
identifying patient data through clains data were effective but
that system did not work because it was not integrated with the
primary care physician, it does not have a sustainable paynent
system nor does it have an information technology conponent
that allows tracking. Their approach was to build a health care
honme nodel in which patients choose a primary care physician who
puts together a preventive age-appropriate package of physicals
and risk appraisals and develops a care program that the
patient, physician and nurse would work on. It would contain a
diet and exercise routine, periodicity of nonitoring, etcetera,
and the patient’s reward for following that program for self
managenent is to get clinically recommended services at no cost
sharing and a | ower premium He continued:

| am going to — nme being the primary care physician,
if I do this, 1'’m going to have the information
technology ... to really manage it and |I'm going to
get paid appropriately so I'’m not just going to get a
fee for service paynent to cone in and nanage this
patient. There's got to be a different way of paying
for primary care physicians.

2:17: 03 PM

REPRESENTATI VE GARDNER noted certain physicians in Wshington
work on a private contract. Patients pay an annual fee for
health care and pay for nedication and testing outside of that.
The idea is that patients pay one fee for an entire year and

have an opportunity to address all health needs, which she
believes creates a nore satisfying professional role for
physi ci ans. She noted the problem is that insurance conpanies
do not participate. She asked if Dr. Thorpe has seen that

happeni ng el sewhere.

DR THORPE replied the distinction between a “concierge”
approach where patients pre-pay to get access to a physician and
the approach he was speaking about is about nore bundling of

services and paynents. Upfront the physician will be paid a
nont hly managenent fee, recognizing the physician and nurse’'s
time to manage a patient. Upfront funding will also be provided

for clinically recomended services. Routine office visits wll
be nonitored so that if a patient receives all of the clinically
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recommended services, the physician is rewarded; if not they get
paid 90 percent of the fee. He noted sone experinentation is
taking place with case managenent fees, bundling of services and
around fees for service paynents with the expectation that if
this is structured and done right, over an 18 to 24 nonth
period, clinic visits, hospital stays, energency room visits
will decrease because the patient is being nanaged on an
ongoi ng, proactive basis.

He said the delivery nodels are being built comunity-by-
community and, within three to five years, every primary care
physician will have electronic health technology on their desk
That nodel provides paynent reform delivery reform and
information reform

He pointed out, in regard to Chair WIson s question about how
can a state take a nodel and |everage it, these tw states began
by determining the best practice delivery nodels they wanted to
provide with the agreenent of all participating parties. They
began wth Medicaid patients. He explai ned:

A Medicaid agency will send out an RFP saying we want
you vendors to nmnage our diabetics and hypertensive
patients and here are sone netrics that we want you to

nmeet. They sort of turned it on its head and said we
don’t want that nodel. Wat we want is we want you to
deliver this nodel. It’s nore of a governnent

procurenent specification saying this is the delivery
nodel that we want you to deliver so you cone and bid
on delivering that nodel in Medicaid. They did it in

the state health plan as well. In statute they said
the state enployees’ plan will use this best practice
nodel that we’ ve all agreed upon. So that’'s — Signa
is doing that. And then their uninsured program

called Catamount Health, the state required that al
private plans offer the Catanpbunt Health policy and
again, in statute, they said that Catanmount Health
vendors had to use this best practice care managenent
nodel .

I f you think about it from the physician’s standpoint,
after the first — it took three to five nonths to kind
of get people used to the change, but as they thought
nore and nore about it in their practice, you know,
they’re treating hypertensive diabetics that were
uni nsured, Medicaid, Blue Cross, Signa, and BP Health
and so on, and there were |like 20 different reporting
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requi renents. Each of those vendors had different
care nmanagenent protocols about how you reported
information, how you received information. It was
driving them nuts. They just didn’'t understand why,
for the sane type of patients, | have 20 different
reporting algorithms and 17 different expectations
about how I'm going to treat the patient. I f that
sanme patient |oses their insurance, becones uninsured,
then flows back to Medicaid, gets Blue Cross, that
patient wthin a vyear <could get four different
treat ment protocols.

So the thought was let’'s ... cone up with our best
thinking about this and it’s going to differ in
different states. The delivery nodels are different
in different states. Let’s put together our best
thinking about this. ...If we could build it from
scratch what would it look like both in ternms of the
care managenent nodel and the prevention nodel? 1’11
tal k about the prevention nodel in a mnute.

So let’'s start with that. W can use Medi caid. We
can use state enployees in sonme denos, if you want to
do it that way. Then, if you do an uninsured product
that you have private health plans offering it, you
can have that provided through the uninsured product
as wel | .

So, both Vernont and Illinois are using that approach
II'linois is a much bigger state so it’s going to take
longer to do but ny sense is that those two states,

within three to five years, five for the Illinois
program all of their primary care docs are likely to
have electronic health records. General Electric is

buil ding the prototype nodel for Vernont right now and
it’s incredibly inexpensive because they want in to
this marketplace. There’'s a |ot of conpetition at the

vendor |evel: GE, Sienens, sone of these big data
providers that would love to cone into different
states and take all of the paper and build

standardi zed electronic health records that serve as
sort of the health information exchange portal that
physi ci ans and ot hers can access.

2:23:26 PM
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CHAIR WLSON noted Dr. Thorpe said the primary care providers
will be equipped to have this data but in rural Al aska nany
m dl evel providers provide those services.

DR. THORPE replied that Vernont is a very rural state. A |lot of
services are delivered through community health centers.
Dependi ng on the scope of practice issues in different states,
patients can allow primary care givers access to the
information. The patient controls access to that information.

CHAIR WLSON questioned why mdlevel practitioners are not
getting their own data.

DR. THORPE said they get that data as well. In Vernont many
m dl evel practitioners are located in conmunity health centers
with information technol ogy portals. He pointed out it would

not be wise to roll out a program like this statew de. Vernont
has inplemented pilot prograns in six diverse conmmunities.
Primary care physicians are not used to working as team nmenbers.
They are not used to the information technol ogy. Based on what
is learned from those six pilot prograns, the inplenentation
will be expanded so that in three years all primary care doctors
will have information technology on their desks, run through the
Regi onal Health Information Organization (RHHO. RH Os role is
to build an electronic health record that wll integrate all
physi ci ans’ syst ens. He asserted that three years ago, the
health care debate in these tw states focused solely on
financing insurance coverage for the uninsured. However, the
di scussion turned to structural issues and system redesign to
make health care nore affordable in a one-year period. The
financi ng debate was incredibly contentious; the new | egislation
passed with only six dissenting votes. He pointed out the state
was the policy innovator; Washington D.C. was not involved at
al | .

2:29:10 PM
DR. THORPE continued with his presentation:

On the prevention side, we did a lot of studying on is
there any evidence out there on prevention progranms
that are really effective. Per haps the nost notable
one that we know through random zed clinical trials
that really works is called the Diabetes Prevention
Program That’s an aggressive lifestyle intervention
that deals with education, the goal of getting a seven
percent reduction in body weight over a two-year
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peri od. It’s done through diet nodification. It’s
done through working with the enrollees on a weekly
basis about calories, fats, trans fats, all the usua
nutrition interventions, but it’s a fairly intensive
program

They enrolled at-risk adults, neaning that these are

peopl e who are overweight. They were pre-diabetic,
pre-hypertensive, exactly the group you want to focus
on lifestyle intervention to nmake sure they don’t

shift into being a diabetic and hypertensive patient
and incur a big hike in spending. What they find is

that — and again, this is an [National Institute of
Health] NH randomzed trial - they conpared the
lifestyle intervention to Mtformn, the older I|ine

drug that regulates the blood sugar |evels, which we
know is effective clinically to do to manage bl ood
sugar levels, to just basically what | call “lifestyle
[ight,” which is just don't snoke, don't do this, sort
of the wusual, non-aggressive, non-sustained types of
Iifestyl e approaches.

What that they found is that after tw vyears, the

incidence of diabetes in the aggressive Ilifestyle
i ntervention program was down by 58 percent. It was a
dramatic reduction. Anong people 60 and above, it
went to 71 percent. Simlar reductions in blood

pressure | evels.

The challenge that we found there is that when they
put this program together — take a step back - the
good news is that there are interventions out there
that through random zed trials have shown we can
nmodi fy behavior on average - yes. What percentage of
the popul ation uses these prograns? Probably .0001

Nobody uses it, in part because nobody knows about it.

Second is that it was designed expensive because it
was done individual by individual by individual. So
one of the things that we did in ternms of thinking
t hrough, you know, trying to take sort of the best
parts of this, is to say what is it about the program
that works and we replicate it. Can we do it in a
group setting to get the econom es of scale associated
with paying for the program so that we’'re not doing it
person-by-person and in a very expensive way
delivering the nodel ?
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That’s sort of this year’s initiative in Vernont, is
to figure out how we can provide incentives and work
with enployers and schools and in the conmmunities to
say we know from the randomzed trials that this
prevention program that has these six elenents really
works. Qur challenge is to figure out how we can poo
peopl e together so we can deliver this nodel in a cost
effective way. So that's the upcom ng agenda this
particular year is to again, just like we did with the
care managenent protocol, find the best practice, find
ways to replicate it, and then find ways to find
incentives for enployers, schools and comunities to
adopt it. Again, that’s another statewide initiative

there’s trenmendous enthusiasm from the business
comunity to work on this. AARP has been a big help
in the state in helping us push this thing through,
| abor, so the state enployee union wants to be a test
site for this as a start of the state health plan and
SO on.

But that’s one exanple; we do know there are prograns
out there that are effective. Does everybody enrolled
in a program get a 58 percent reduction? No. But |
can tell you that the incident rates for diabetes
anong the unmanaged group over that two-year period
was 11 percent conpared to 4, 4.5 percent, just a
dramatic difference in ternms of what this neant in
terms of health and what it neant in terns of
spendi ng. There are prograns |ike that that work.
Saf eway and sone of these other big enployers are
taki ng conmponents of that and trying to figure out how
they can integrate that into the work site, provide
the financial incentives to people to avail thenselves
of it. Again, nmake it easy for patients to do the
self managenent. \Wal-Mart’s going to be |looking at a
programthat’s noving in that direction as well.

Wat’s interesting to nme, again, about all of these
approaches is that if they're recognizing that for far
too long in ternms of thinking through this issue, we
focused solely just on benefits and insurance design
These things are noving nmuch nore towards popul ation-
based public health primary care nodels of prevention

and ongoing nedical managenent. | think there’'s
growi ng recognition that that’s where the noney is and
that’s what’s really driving the increase up. Yes,

you need the benefit design piece in there, you know,
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to drive incentives in the appropriate way and
obvi ously you need the benefit design in there too to
make sure you continue to discourage discretionary
health care services anong non-chronically ill
patients. [’m not saying that that’s not inportant.
It is. It’s just that | see this transition into nuch
nmore of a population-based, primary care, public
health nodel that is likely to be a nuch nore
effective way of managi ng and preventing di sease.

And, | think you' re seeing sone of these states nove
rapidly because as the legislators on both sides of
the aisle get involved in this, they say this just
makes sense. This is just conmmpn sense. If we can
find something that is effective and works and can
begin to infuse it rapidly throughout the state, if we
can do a better job of clinically managing patients,
if we can do sonmething to nake health care less of a
hassle for our primary care physicians, if we can do a
better job of engaging nurses into the care giving

team — those are all things that just nmake good
clinical sense and those are things that we should
just — it’s part of health care reform

2:35:55 PM

REPRESENTATI VE ROSES asked how the Vernont case connects to the
earlier discussion on coverage of the uninsured.

DR THORPE said that is an interesting political story. The
first half of session the legislation was built on the blueprint
of building coalitions. The group said it could not start with
the financing debate. No one was interested in buying into the
reform debate because people felt the reforns were about them
They started with paynment refornms, delivery restructuring, the
H T, and prevention. Wen the nodel was |aid out, people |oved
it because it made clinical sense and created excitenment about
building a 21°' Century delivery nodel. W then laid out the
proposition that the nodel be based on a public health nodel of
preventi on, risk assessnents, early detection, appropriate
screening, etc. for everyone. The discussion initially began
with creating a universal, preventive benefit program avail able
to everyone - inmunizations, [Health Reinbursenment Agreenent]
HRAs, screening, etc. The discussion then noved to access to
the delivery nodel. Over the next two nonths, the discussion
became a debate about how to pay for such a nodel. The result
was the creation of an innovative nodel that had co-pays and
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deducti bl es except for patients with chronic diseases, who had
nei t her. Vernmont ended up with Catanmount Health, a private
i nsurance conmpany at a cost of $60 a nmonth if a person earns
twice the poverty level, and it is subsidized up to 300 percent
of the poverty level, and the cost at that point is about $380

per nont h. The end result only canme about because of the
evol ution of the discussion; defining the problem and working in
a non-partisan manner. He noted that the sanme strategy may not

wor k in anot her state.
2:42: 00 PM

REPRESENTATI VE ROSES asked if the premumis $60 a nmonth for a
person earning 200 percent of the poverty level and as high as
$383 per nonth for a person earning up to 300 percent of the
poverty | evel.

DR. THORPE expl ai ned that any uninsured person above 300 percent
could buy in at that premum He said in Vernont, the uninsured
contribute 10-15 percent of treatnent cost of care, with the
remai nder | oaded into private insurance. He continued:

So what we did is say, look, in order to make health
i nsurance |ess expensive for the uninsured, we are
going to make sure that when they enroll in this
private insurance plan, that the hospitals and the
physi cians recover their full costs and then sone so
we pay hospitals at 110 percent of costs for this
private package, not 145 percent of costs.

If you think about it, the uninsured person who was
paying 13 cents on a dollar — they go into a hospita
and they’'re paying 110 cents on a dollar. That was a
way of getting the prem uns down by about 25 percent.
So, conpared to the premium that’s out there in the
commercial market wth the sane benefits structure,
same co-pay structure, it’s about 25 percent |ess
expensive. So even if you're not — at that $380, $390
a nonth pricing point, there' s about 25 percent |ess
t han what that person would buy right now in the small
group market.

REPRESENTATI VE ROSES asked if the nunber of Vernont physicians
willing to treat Medicare patients has changed.

DR. THORPE said in Vernont, he knows of practices that have put
a hold on new Medicare enrollees. He told nenbers:
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W are trying to help them out by saying at least, if
you have a practice that’s just Medicare, Medicaid and
uninsured, and a lot of the practices in the rural
areas - that's basically what they' ve got, that has
not had a very profitable practice profile and so our
argunent to themwas to say | ook, at |east we can take
t he uninsured popul ation and have them cone in at 10
percent above cost so that is a nuch better paying
custoner than what you' re getting today. It doesn’'t
hel p the Medicare side obviously, but it certainly, in
termse of getting the primary care docs bought in,
particularly in rural areas, it was a big benefit.

2:45: 55 PM

DR, THORPE told nenbers, in response to a question from
Representative Keller, that Safeway went through a debilitating
strike with the International Food and Conmercial Workers. It
lasted a long tinme and crushed the wunion. Safeway took a
financi al beating. The CEO of Safeway decided to learn nore

about health care. He found that the problem of increased costs
was partially due to benefit design and incentives but had nore
to do with the issues aforenentioned. He did not want to dea
with ongoing strikes and persistent negotiations about co-pays
and deducti bl es.

2:47. 44 PM
DR. THORPE continued with his presentation:

W’ ve tal ked about nost of these things. The slides
are just here in terns of the “Prevention Wrks!” and
so on. | can give you the sites for the D abetes
Prevention Program if you want. Just for the sake of
time, because it’s been a long day for everybody, 1’1
just leave you with a couple of observations here.

My three lessons in working with these two states in
sort of real tinme politics are that three things are
really inportant. One is getting the problem defined
right, making sure everyone is working on the sane
issue and that there's real data and facts around it
t hat everybody agrees to.

What | find is that in a ot of different places is
that you have 10, 15 people sitting around the table.
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They all want to solve a different problem and they
all have a different opinion about what the problem
iS. So, if you can’'t start from the beginning on
wor ki ng on t he same problem with a common
understanding of what you're trying to solve, your
work is much nore difficult, if not inpossible. So
that’s sort of |esson nunber one.

Lesson nunber two is that on the uninsured side,
absolutely that has dominated the attention of health
policy for the last X nunber of years, finding nore
af fordabl e options and bringing the uninsured into the
fold is clearly sonmething policy-w se that makes sense
over the long term md-term It’s nmore difficult in
states like Alaska and Vernont, just given the
seasonality of sonme of the workers and sone of the
fluctuations. There are sone things you can do to get
t he nunbers down.

Don’t forget that when nost people out there hear you
in the Legislature talking about health care reform
they’re not thinking about that. They are really
t hi nki ng about this is a very expensive product that |
am just scared to death that ny enployer is going to
drop. So, l|esson nunber two is that nost people have
heal t h i nsurance. Their understanding and definition
of health reformis to make it nore affordable and, in
bringing the physicians into this, to work with them
to say that we have sonmething that we're going to do
to make it less admnistratively conplicated, |ess of
a hassle and, again, recognize the fact that we have a
paynent and delivery nodel here that’s really,
particularly for primary care physicians, 1is not
wor ki ng very effectively.

Nunber three is don’t rely on existing nodels. Most
of the existing nodels don't work. There’s a reason
why we have high costs and fragnented care and poorly
delivered care is that we don’'t have good nodels. And
again, as | nentioned, these nodels are based on a
delivery system on patients forty years ago. That’ s
a very different clinical profile than we have today.

So, don’'t be overwhelned by it. You have a lot of
| everage and power here. You can cone back and take
these six points as framng issues. They lead to two
very clear types of policy directions. Find out, if
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you were building it from scratch in the State of
Al aska given the denographics and given the patient
popul ati ons you have, what would those nodels | ook
like? If we had our dream list of a prevention
program and new primary care based delivery nodels,
what would they conprise? How would you build them
and, once vyou ve decided that, how best can you
accelerate the diffusion of those statew de, using the
power of Medicaid, wusing the power of your state
enpl oyees’ plan, and perhaps if you do prograns that
expand coverage for the wuninsured and rely on the
private sector to provide it, use that as a |ever as
wel | .

So you have a lot of opportunity as a state to do
maj or structural inportant things in your health care
system that have nothing to do with Washington at all

They really have to do wth things that you can
control if you can get those first two issues in play
— framng the problem right, solving the sanme issue
having a common understanding of what those key

drivers are. That sounds sinple but it’s not and |
can tell you that was 80 percent of the battle in
Vernmont and Illinois - just getting agreenents and
havi ng everybody understand these six points. That
was 80 percent of it. You frame it, vyou ve got

everybody on the sane page, the policy directions are
pretty clear, then it’s a discussion about what’'s the
best way to proceed. At least you're on the sane
i ssue, solving the sane problens. | think you d find
[you're] working in a conpletely non-partisan way.
That doesn’t nmean that there are not issues of

contention and differences of opinion. O  course
there is. But these issues as they’'re laid out here
aren’t necessarily inherently Republican or Denocratic
i ssues.

2:52:46 PM

REPRESENTATI VE GARDNER thanked Dr. Thorpe for his excellent
present ati on.

2:53: 07 PM

REPRESENTATI VE SEATON asked Dr. Thorpe to review the best way to
approach the prevention portion.
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2:53:56 PM

DR. THORPE said the collaborators first dissected the D abetes
Prevention Program to determne its conponents. Then they
| ooked at ways to nove that nodel into worksites, the conmunity
and school s. Different pieces of it fit differently in each of
t hose arenas. They worked with the business conmunity to
determne how to collectively use the nobdel and integrate in
various settings, as well as schools and comunity health care
providers. This upcom ng year we'll |ook at ways to diffuse the
nodel into the three domains.

2:56: 05 PM

REPRESENTATI VE SEATON said he recently read that viral incidents
account for about 40 percent of obesity. He asked if that’s
bei ng addressed.

2:56: 43 PM

DR. THORPE replied nost of the large increases in obesity are
anong Baby Booners and children. That's why the focus is on the

wor kpl ace and schools by taking a proven nodel. The nmean wei ght
reduction was seven percent of body nass in the D abetes
Prevention Program so the goal was to deploy that nodel in

di fferent settings.
2:57:25 PM

REPRESENTATI VE SEATON asked, regarding the electronic nedical
records, whether states wll probably adopt one of maybe five
providers in order to avoid insurance conpanies being faced with
a plethora of reporting nodels.

DR. THORPE said Ceneral Electric is working in the New Engl and
region to define inter-operability standards. Vernont is doing
that through its statewide RI O program and finding the vendors
whose prograns are consi stent.

CHAIR WLSON thanked Dr. Thorpe for his presentation and
announced the conmttee would hear from Dr. Frogue after a 10-
m nut e break.

The commttee took an at-ease from 3:00: 05 PMto 3:10:47 PM

Presentati on: Changing the Health Care System
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CHAIR WLSON called the conmttee back to order and introduced
Jim Frogue. She told nenbers that prior to M. Frogue’ s current
position, he was the director of the Health and Human Services
Task Force at the American Legislative Exchange. Hs Op. Eds
have appeared in the Atlanta Journal Constitution, the Chicago
Sun Tinmes and the WAashington Tines. He has appeared on Good
Morni ng Anerica, Bulls-eye, Power Lunch, Al Things Considered,

and many other broadcasts. He holds a Masters of Philosophy
from Canbridge University and a Bachelors of Arts from the
University of Southern California. He provided nenbers wth

witten materials to acconpany his presentation.
3:12: 17 PM

JIM FROGUE,, Chief Liaison to State Policy Projects, The Center
For Health Transformation, provided the foll ow ng testinony:

Wien we talk about health transformation, we want to
talk very broadly. VWhat people normally talk about
when they talk about health care reform are things
like rates and deductibles, rai sing co-paynents,

addi ng anot her formul a, restricting access to
prescription drugs. That’s it. That’s not the kind
of transformation that’s needed. That’s silly.
That’s not futuristic. So, what |I'’m going to do in

the course of the next few minutes is define what |
mean by saying a 21%' Century intelligent health
system That’'s describing the circle so w'll spend
our time defining that and then how we can get there
and show a couple of exanples of groups and
organi zations that are already there and having
tremendous success delivering better care at |ower
cost, which are not nutually exclusive. You can do
better at |ower cost and that’'s what everybody wants
and it can be done.

Health before health care - this is the nost inportant

thing. | think some previous speakers have alluded to
this but if people aren't sick, they are not
expensi ve. At the policy council vyesterday, one of

the facts that was voted on at a previous neeting was
90 percent of heart disease is due to preventable

behavi ors. 90 percent of heart disease is due to
prevent abl e behaviors or bad diet, bad exercise and a
range of things like that. If we could just pronote

better activities earlier on, people aren’'t going to
get sick. Most inportantly, they are going to have a
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much better quality of life and they’'re not going to
be in energency roonms and they're not going to be
costing nore. So we have a health care system and
health care debate that tends to focus on treating the
synptons and very little on the root causes.

This slide | like and it contrasts a little bit wth
the one right after it but there’'s one thing about
this slide and the next one that are absolutely in

sync and that’s what | want to highlight. This is
from the Journal of the American Medical Association a
coupl e of years back. It says this is what determ nes
your health status. My health status, each

individual’s health status is determned by these
t hi ngs, behaviors, so use of tobacco, use of alcohol

novenent deficit disorder — a fancy way of saying too
much television .... They say genetics is 30 percent,
environnment, public health, that’s things |ike clean

water, clean air, that kind of stuff, and 10 percent
is health care delivery, so hospitals, clinics, what
doctor you go to is only 10 percent of your health

st at us. Now that seenms to be where all of our
argunments are, right? Mst of our argunents, | should
say, are about the 10 percent and too little about the
ot her 90. You can’t do nuch about the genetics
al though that wll probably change in the next few
years, but for now we’'ll say we can’t.

Now this is another - nediators of health, put

together by Al Tarlov, who is a long tinme professor at
Harvard University. Now he runs a departnent down at
Rice in Texas. He says that society and rel ationships
are 55 percent of health status. That sounds a little
out there, a little strange, maybe a little touchy
feely but | think there’s a lot of legitimacy to that.
What kind of famly environnment you're in. Do you
have a lot of stress with your famly, a lot of stress
with your work? Do you react to stress worse than
ot her people? These things really matter. You know,
if you have an annoying colleague that sits in the
cube next to you, | don’t want any of you to respond
to that. You' d probably get yourselves in trouble.
Probably you have a l|ot of annoying colleagues in the
cubes next to you. That can be very stressful and add
to your day and, in the long term can really inpact
your heal th.
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They say health behaviors, those are things |Iike
tobacco use and alcohol and diets, are about 20
percent. The other one said it was higher — it’s
about 40. CGenetics and biology — this guy says it’'s
only 10 percent, which is much lower than even 30.
But |ook at what’s the same or alnost the sane. 15
percent is nedical care. The other one said 10.

Both of these great researchers and these people that
follow this for a living say that what doc you go to,
what hospital you go to, what kind of care you get is
10 to 15 percent of what determnes your health
status. That’'s pretty inportant to understand because
we spend all of our tinme, a lot of partisan bickering
and vyelling and screaning over the pieces that
actually have the least inpact on our health status.
It’s interesting to note that there are islands in the
South Pacific where people have longevity rates as
long as we do in the United States and they don’t have

an MRl machine for a 2,000 mle radius. It’s not
because — | nmean Anerica has by far the best nedica
technology in the world. There’s no doubt about

that...but we don’'t have the |ongest |ongevity rates.
| would argue longevity rates are not the best
i ndi cator of health systens, but that’'s kind of beside
the point because what is a health system is another
conversation and alnobst everyone in the room would

di sagree on that definition. But, longevity and
quality of life are very critical. | think when you
| ook at nedical care having such a small inmpact on an
individual’s health status, it’s inportant to focus

nore on the broader things and inportant to focus on
the roots, as opposed to just treating the synptons.

So I'"m going to give you a series of ideas. At the
Center for Health Transformation, we do everything we
can to talk about solutions. W'’'re not going to ever
give a long presentation about the current system or

the problens. That’s all you get all the tine.
People could cone in and tell you all about the
current system the problens. W try and give you

specific solutions and ideally ones that are either
cheap or free and that have a huge inpact on health
st at us.

So the nunber one nost inportant thing you can do over
the long term to pronote health is pronote exercise
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and good diets in Kkids. That’ s the nunber one nost
important thing you can do and you can do it in a
coupl e of ways. One, you can challenge your schoo

districts to nandate physical education and a junk-
free food canpus. There shouldn’'t be a public school
anywhere in the state that sells Coca Cola on canpus,
whet her out of vending nachi nes. They should not do
t hat . Now if people want to do that on their own,
that’s certainly their own business but the taxpayer
shouldn’t have to subsidize or even be a party to
t hat . Kids that consune food |like that and processed
sugars — that has a terrible inpact over the course of
their health status over the |ong run.

As |’m sure you're all well aware, there was a report
this norning on the front page of the newspaper that
we're a nation that’'s getting increasingly obese. I
guess Alaska’'s not quite as bad as sone others but
every state is bad and it’s getting worse. You j ust
can’t have a health care system when 12 year olds are
getting adult onset diabetes. No health care
financing system no health care technology is going
to be able to handle a system where obese 12 year ol ds
that aren’t noving ... you can inpact by creating
better behaviors at early ages.

One particularly creative solution that |1’ve seen
around the country is in West Virginia and it would be
even nore applicable here in Alaska because |
understand there are days where there is a |lot of snow

up here and it’s really cold. 1’ve never been here in
the winter. It’'s always been in the sumer and 1’ve
never seen it below 60 degrees so I'|ll assune that it

gets really cold here and snow in the winter tine.
In West Virginia, they use Playstation’s Dance Dance
Revol ution, which, if you ve never heard of it, it's a
video ganme and you get the equivalent of a Tw ster nat
and on the screen little arrows come down and then
they play songs. You' re supposed to nove your feet to
the music. It’s very difficult. M 10-year old niece
dances circles around ne at the easiest |evel when |
tried this for the first tine at Christmas but it gets
kids moving and it’'s a video gane. You basically
trick them into exercising. My understanding is, |
don't play video ganes, but the next generation of
video ganes, a lot of them are novenent based. Their
boxing are actually boxing, their dancing are actually
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dancing, their guitar playing — you actually have to
nove your fingers but that’'s a great way, especially
when people aren’t able to go outside and exercise, to

get people to exercise inside and it’'s fun to do. | f
you were creative and anbitious, you could probably
get away for — you know, sonebody could donate it or

give it to you for low cost or say we want to nake
this part of our physical education system in the
state. They' d probably be interested in doing that.

The other thing is bad food and a poor nei ghborhood is
a serious inpedinment to health. If a |owincomne
person only has $3 to spend on a neal, they' re going
to spend it sonmewhere for 1200 calories and not on
something that’s maybe a lot healthier but it's only
300 calories. That’s a discussion we could get into
later but if people live in neighborhoods where the
only access to food is very bad food, then it’s going
to be very hard to inpact their health status over the
| ong run.

3:21:13 PM

MR. FROGUE continued his presentation with slide 7, entitled
“Nine Surprising D abetes R sks.”, as foll ows:

These are just nine surprising diabetes risks:
watching two or nore hours of television a day;
drinking one soda a day increases it alnost 100
per cent ; ski ppi ng  breakfast; a major bout of
depression; a large waist, even if you re at nornal
weight; waking up in the mddle of the night and
eating fast food nore than twice a week; high stress;
consumng a lot of processed neat. These are just a
couple of things that are worth throwing out there
t hat nost people don't associate with di abetes.

Adult onset diabetes type 2 is increasingly comon and
Gover nor Huckabee, who is now running for president as
a lot of people know, had early indications of adult
onset di abetes and then decided he was really going to

change his lifestyle. He started running. He | ost
100 pounds. Now he runs narathons and has even
witten a book about his experiences. That’ s an

exanpl e of one person who changed their behaviors and,
as a result, is considerably healthier.

HOUSE HES COW TTEE -67- August 28, 2007



Silver Sneakers is another program — there are a |ot

like this. I'm just picking this one because sone
people have heard of it. It encourages people,
particularly ol der people, to exercise because of free
fitness nmenbership for seniors. A lot of insurance
conpanies contract wth it. Participating fitness
centers throughout the U S. while traveling — there’s

custom zed classes, health education sem nars, but 30
percent |lower cost for Silver Sneakers nenbers on
average but nmuch lower for those who attended four
times a week.

So exercise is particularly healthy and it’s
particularly good for older wonen who are alone.
VWrmen tend to outlive us guys but the biggest risk
they have is when they' re alone, they get depressed
and they get to take drugs and there can be a downward
spiral that has a very negative inpact on their
heal t h. So the idea of getting people together to
exercise, maybe to walk around the mall three tinmes a

week, if it’s a cold day out. Most malls would be
happy to let you do that at 6 or 7 in the norning
before their stores open. Not only is it exercise,
but it gets to the other slide |I showed earlier about
society and relationships. People who are isolated

get depressed, partly because they don't nove, but
partly because they're not out neeting people and
chatting with people and making friends. Again, this
sounds a little “foofy” and a little sinplistic but
it’s very, very true and there's lots of studies, and
| can give you nore than just this, of people who get
out and exercise, especially older single wonen, who
show mar ked i nprovenent in health status.

| have a great, great aunt who just turned 100 in
April. She lives in Long Beach, California. | don’t
see her too often. | live on the East Coast now. I
didn't even realize this but there was an article
about her in June for her 100'" birthday in her |ocal

little paper. |  never knew she did this but
apparently she |eads a walking group in her
nei ghborhood for ... all kinds of people. It's nostly
ol der people but it can be anyone. Apparently no one
can keep up with her. ... She walks all of the tine

and she’s in great shape, and she's really energetic
and | think you could attribute a lot of that to the
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fact that she noves and the fact that she has a | ot of
friends.

So what is consunerism in health care? [Slide 9] Ve

are going to junp ahead a little bit nore here.
Consunerism in health care — this is how we nake
purchases in other areas that are non-health.

Consunerism is how you bought your car, your personal
conputer, your |ast vacation, chose your <child s
coll ege. You gathered as nuch reliable information as
possible and then mde a decision based on price,
conveni ence, and what you val ue. This isn't sone
crazy, radical notion and this is how we buy pretty
much everything else in our life. Everyday that goes
by, there’s nore infornmation available to us for free
on the Internet so we don't just have to ask friends
or neighbors ... but there are opportunities to find
nore information on |ine.

So what is health care consunerism specifically? 1It’s
when enployers, insurers, hospitals, physicians, drug
and device manufacturers and individual patients know
and share accurate price and outconme data for al
players. 1’'Il come back to that in just a mnute.

|s bottom up where providers respond to enpowered,

informed patients? | ndi vi dual s, enpl oyers  and
insurers all have strong incentives to pronote
wel | ness prevention and early testing. wWe'll cone
back to that too and I'lIl give a couple of exanples of
t hat . It's better for all people, particularly those
with nultiple chronic conditions. | think one of the

bi ggest nyths you hear is that we nove toward
consunerism it's good for the young and healthy.
That’s true for particular vehicles if they're
designed really poorly. Consunerism actually works
best for the people who are sickest and their ability
to buy care and choose what’'s best for them

Since I'mtalking to several politicians here, this is
a good stat for you. Do you have the right to know
cost and quality information about your health care
provi der ? That’s a 93 percent yes. By contrast,
should we leave God in the Pledge of Allegiance only
cones in at 91. So, there’'s probably not too many
people out there canpaigning around, you know, we
should really take God out of the Pledge of Allegiance
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but canpai gning against people’s right to know cost
and quality information would be even worse than that.

But we do a lot of polling. Actually we’ve got
anot her poll that’s comng out in a couple of weeks on
Medi cai d. "1l conme back to that in a mnute too.

This is a great issue — right to know. Do people have
a right to know cost and quality information about
hospi tal s, about physicians and about others that are
in the systen?

These are two exanples of what they do in Florida, and
| would encourage all of you who are interested in
this to go on these websites: Fl ori daconpar ecar e. gov;
and MFI ori daRX. com Fl ori daconpar ecare. gov has price
and outcone data for all procedures in all hospitals
in the whole state for free. It costs the state about
$200,000 to run these websites a year. So this isn't
like some big giant mllions and mllions of dollars

in investnent. All they do is post data that they
already collect, put it on line. Wen it went live —
it’s been about two years now since they ve had it up.
There was no marketing canpaign. They didn't run

commercials. The governor wasn't out tal king about it
but they got 70,000 hits on the first and people
becane aware of it extrenely quickly. When you post
results from hospitals, half of them are going to be
bel ow average — half of anything is bel ow average. So
the hospitals that are below average aren’'t happy
about it too nmuch and the ones that were happy didn't
offset the ones that were really angry about their
results being posted.

3:28: 04 PM

CHAIR WLSON said she asked a representative of the Al aska
Hospital Association if Al aska hospitals would support a simlar
websi te. She was told association nenbers have tal ked about
creating a website but would like to have input on how it is
i mpl enent ed.

MR FROGQUE said it has to be done in the right way and nust
adjust for the populations served by different hospitals, such
as a large nunber of elderly in an area. Several years ago he
did a presentation for sonme New Jersey hospital CEGCs. At that
time, his insurance conpany had data ranking hospitals avail able
to custoners. He showed the results of sonme of the New Jersey
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hospitals to the CEGCs. They were livid about the data. H s
point was that was the only information available at the time to
patients so if hospitals can provide nore accurate information

to patients, they should. Florida’s websites have been
available for two years; they were not originally supported by
the hospitals. Hospitals with particularly bad ratings in a

specific area put efforts into those weak areas to inprove them
which is what patients need. He stated a patient’s right to
know which hospital is nore likely to kill you is greater than
the hospital’s right to keep that information secret. He
continued with his presentation:

The results of health care consunerism if done right,

this is what you'll have - nore choices of higher
gquality at |ower cost with greater convenience, think
cell phones, per sonal conput ers, flat screen

t el evi si ons. Every year that goes by, those itens, |
just picked those three because everyone is famliar
with those, you get nore choices of high quality at
| oner cost. Think of the nost cutting edge cell phone
in the year 2001. Maybe it cost $500 to $600 at the
tinme. You couldn’t give it to any 14-year old today
because they’'d be enbarrassed to show it at high

school . It wouldn’t have colors on it. It woul dn’t
have games on it. It wouldn't have downl oadable ring
t ones. Think of the rapidity of cell phones...but
health care doesn’'t function I|ike that. Bewar e of
this absurd nyth. | don’t hear too many people use
this anynore but occasionally you hear this. You

can't shop for health care when you're |lying
unconsci ous. People actually do say this.

Emergency rooms wll tell you half, roughly give or
take, of people that show up in energency roonms aren’t
even energenci es. It’s sonmething |ike 99 percent of
interfaces we have with the health care system are not
ener genci es. And even when they are, there’'s an
opportunity usually for people around to nake
decisions as well. O course if you're lying in a
snow drift and had a heart attack and there’s no one
around you can’t shop for a hospital. But that’s a

tiny, tiny mnority of interfaces with the health
system Most people have the opportunity to shop
around nost of the tine. W had an exanple of |[ast
summer sonme friends and | were playing football and
one of our friends fell and hurt his knee pretty badly
and he was in a good deal of pain and really was in no
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position to nake a decision on whether he needed to go
to the emergency room ... The 20 of us that were not
in pain were able to decide over the course of two
m nutes where to take him

... 1 won't go through all of these. I"11 just
highlight a couple but when | talked earlier about
what the circle is, this is one outline of what the
21%' Century Intelligent Health System is: individua
cent er ed, val ues driven, 100 percent cover age.
Certainly we want a system where everybody is covered.

Il mention on that one too in Switzerland they have
a very interesting system This is one thing | didn't
nmenti on yesterday. In Switzerland they have 100
percent coverage. Everyone has a plan. Wat they do
there is it’s not based on what enployer you have.
There’s a mandate you have to buy coverage. Well what

people do there, there’'s about - | think there’'s
sonething like 75 insurance conpanies so people have
di fferent choices. They sign contracts wth

i nsurance conpanies so you mght go to Al aska Blue
Cross and sign up for five years or ten years or Bern
Blue Cross, if they have such a thing in Swtzerl and.
At the end of those five, ten years of the contracting
period, if you're actually healthier you get noney
back. So it’s an incentive of the health plans and
your incentive to actually be healthier, but what the
plan knows is you are going to be with them for five
or ten years so they actually care nore about your
heal t h st at us.

The way it works now, the average 32 year old has had
nine different jobs. That was true for nme when | was
32. In fact, it was exactly true. ... But every tine
you change jobs, you probably have a new health
i nsurer, you probably have a new network, you nay get
a job where there is no coverage offered. You nay
have a period of unenploynent. In the Swiss system
none of that matters because it’s not connected to
your enploynent at all. For people who are |ow
incone, they get a subsidy to buy the plan of their
choice. They have 100 percent coverage. It’s a very
uni que system and the incentives are on the insurers
and the individual to be healthier. Switzerland is
actually one of the healthiest countries in the world.
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Transparent price and quality information. | want to
back up one second. On this one, the M/Fl oridaRX com
— | skipped over that. They list the prices of the
100 nost common prescribed drugs at all pharmacies so
|’d just encourage you to go on the website yourself
and poke around. You can get any price. When this
came out two years ago, there were huge discrepancies
in prices. People didn't know this. No one knew — |
mean no one knows how rmuch drug prices — they cost
$10. That’s your co-paynment, or $20 if you get
sonet hi ng br anded.

There was a newspaper — you know, some smart reporters
started clicking around on it and said you know,
that’s interesting. They went to one place in Mam
and they found that the exact sanme drug was sonething
like four or five tinmes nore expensive at one pharnacy
than it was within the sane zip code. So they called
up the expensive guy and said why is it for the exact

same pill, the exact sane dosage, is it four or five
times nore expensive? The guy said oh, that’s not our
real price. Okay fine, so this goes in the paper.
Vell, the next day, this is read in Tallahassee, the

Florida capital, by the state health secretary who
said that’'s interesting, because that’s the usual and
custonmary price that you ve been reporting to Medicaid
for the |ast couple of years. So are you lying to the
reporter or are you engaged in fraud? Just tell us

That guy wasn’t in business for too much | onger. But
you' re going to have shake-out when you do this and
certainly that’'s an exanple of it.

El ectronically based, as opposed to paper based -
doctor’s offices are about the last place on the

pl anet - you can go in the background and see nanila
folders wall to wall. | nmean how many businesses do
you actually see that anynore? There are very, very
few.
3:37:52 PM
MR. FROGUE, in response to Representative Gardner’s earlier

guestion regarding Wshington State’s cash pay system told
menbers that several doctors in Washington and Oregon belong to
a group called “Sinple Care.” They operate on a cash-only
basi s. They don’t take Medicaid, Medicare or insurance. The
overwhelmng majority of their patients are |ow incone and
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uni nsured. They charge per nminute versus insurance codes, which
is a binary nediated market because the third party is renoved.
He nmentioned that nmany “big box” stores, such as Costco, have
put clinics in their stores with a nurse to do very basic,
preventive care, such as strep tests. The cost is lower and it

provi des another option for services. He pointed out that
II'linois has a horrific health justice system Trial |awers
are chasing doctors out. In 2003, Texas adopted radical tort

reformm up to that point it was one of the worst places to
practice nedicine because of malpractice suits and skyrocketing
prem umns. Texas now has thousands of doctors returning to the
state and they are going to underserved areas. He told nenbers,
“In fact, Texas is poaching them from their rival Gkl ahomns,
which has to add a whole new |ayer of satisfaction.” He said
the fourth generation of health care consunerism has not been
reached yet, but in 5 or 10 years, people wll be able to buy a
home DNA diagnostic kit at the supermarket and people w il know
what kinds of food help prevent cancer. He noted the diagnostic
ability could save people froma lot of cost and suffering over
the long run. For exanple, bran helps to prevent cancer in 97
percent of the population but causes it in 3 percent.

3:42:15 PM
REPRESENTATI VE GARDNER asked who the 3 percent are

MR. FROGUE said no one knows, but the tests will help people
determ ne where they stand.

3:43: 01 PM

MR. FROGUE told nenbers the health care industry will nake a
huge novenent to wreless support and holistic care. He said a
new Internet program allows a person to enter synptons and,
through a series of questions, diagnose a problem A great book
entitled, “The End of Medicine” talks about how the population
will have so much information about its own health care in the
near future.

3:44: 42 PM

MR. FROGUE continued his presentation [slide 16]:
“What | SN T Heal thcare Consunerisn?” Well, everything
we have now pretty nmuch is not health care

consunerism public and private, for true costs and
gquality outcones are obscured or hidden. A high
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deductible plan by itself, absent usable, accessible

and under st andabl e i nformation, heal t h savi ngs
accounts that are not done right, isn't really a very
good health care. | happen to have an HSA nysel f.
I’mstill alive. It works. 1’ve had it for two years

but there’s ways to set it up where it can [have] a
| ot nmore inpact in inproving health.

In a system where prices go, for the sanme service, up
every year, prices as we know in cell phones, TVs and
personal conputers go down for the sane anount of
computing power. Think of the Apple 2E conputer in
1985 and the thing cost $2500 in 1985 dollars. | nean
you can buy hundreds or thousands tinmes nore power for
an inflation adjusted 10 percent of the cost 20 years
| ater.

This is an exanple of an enployer that’s done a
particularly good job with noving towards a consuner
based nodel and inproving health status and |owering
costs. You have a larger, you have about a 10 page -

it goes into a lot nore detail, | just have two slides
on it, but it’'s this docunent here. You can read al
about it.

They’re an 8500 enployee system based in Omraha,
Nebraska. They have a few facilities in lowa. Their
CEO was at a Chanber of Commerce dinner in 2005 and a
CEO of a railroad conpany next to him said you're in
health care. Wat are you doing? You know, we can't
handl e these 10 percent cost increases. \Wat are you
doing over at the hospital? And Wayne Sensor said

nothing. It was kind of a noment of clarity. W’'re a
hospital — right? W should know about — | have no
answer for you. So he went out and nmade this a

priority for his own enpl oyees.

By the way, the sanme guy, he’s been there about four
years now as CEO. One of the first things he did when
he came onboard is he found out his cardiology
department was perform ng bel ow average so he took an
ad out in the local paper and said we’'re bel ow average
in cardiol ogy. Can you inmmgine doing that? That’s
just crazy and, of course, the cardiol ogy departnent
was just apoplectic. They thought that was the
dunbest thing they' d ever heard. Wiy would you do
sonething like that? Well, four years later they're
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wel | above average. They took the steps required.
The sunlight was good. They hated it at the tine but
in the long run, not only did it nake the place — did
it inprove their results trenendously, he saved a |ot

of lives. ... Wiat’'s very, very inportant about this
is he led it.

One of the biggest mstakes you'll see is, this is a
vast oversinplification and stereotype but I’'ll do it

anyway. A CEO will read in the Wall Street Journal -
turn to his HR director and say what are health
savi ngs accounts? That sounds interesting. They’' re
saving sone noney. Let’s do that. Let’s do that next
year and then forget about it and then delegate it to
the HR director. And the HR director may be getting
close to retirenent, you know, why do | have to do
this? 1t’s so nmuch nore conplicated. |’ve got all of
this work to do. So they throw in an HSA option for
the next plan year and, you know, out of 1,000 people
in the conpany, 12 take it. The next year the CEO
says | thought we were going to do HSAs. Oh well, we
tried it and no one wanted it. It didn’'t work.
That’s typical. You get that a lot. So you can find
a | ot of exanples of HSAs not working.

One of the first states to go to HSAs in their state
enpl oyee plan, which is sonmething I’'d highly recomrend
you do with this, they offered an HSA plan early in
m d- 2004, which is shortly after HSAs becane |egal.
But the way they structured it was for a single person
with a $3,000 deductible. Now you only paid $9 a
month for that deductible, which, if you took the
difference of what you paid for the old PPO and now
that you paid $9, if you put that noney into the HSA,
you' d have about $900 and they are assuming you even

did that so there’'d still be a $2,000 gap between that
and the deducti bl e. It was sonething like 35 people
out of 50,000 took it. I mean the Governor took it

because it was his idea and his famly, so he and his
famly of six — that’s probably a fifth of the people
right there. But that’s just not — | wouldn't take
that. That's just not...well structured.

| f you structure it correctly, and it’s led by the CEO
and the CEO is very nuch involved and engaged and
there’s an aggressive education canpaign and it’'s a
priority of the company or a priority of the state,
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then you can get results |ike this. They made it a
choice, first of all. You know, if people wanted to
stay in the standard PPO they could do that. For sone
people they were just nore confortable in the old

system But the enployer made such a large
contribution — they actually do an HSA-HRA hybrid.
It’s detailed nore in here. Il just focus on the
results. If you want to see how they did it, that’'s

what the 10 pages is for. But this year in 2007 it’s
up to alnost 90 percent of people chose the consuner
based option. So these are the results. These are
just a couple of the highlights of results for 2006.
This is the first full calendar year they had their
consuner based nodel in place.

They had three tinmes the national average in

preventive care ... which is 100 percent covered by
t he way. W want people to get preventive care so
this is a good thing. Pl ease go, we’'ll pay for it.
So these are things |I|ike rmammograns, check- ups,

chi | dhood i mruni zations, these kinds of things, all
100 percent covered, three tinmes nore than the
nati onal average. They had snoking cessation and
wei ght loss prograns; 400 people quit snoking and
that’s pretty good. That’ s seven or eight percent of
t he whol e popul ati on and, assum ng nost of them don’'t
snoke, that's pretty high. 670 people enrolled in
wei ght 1 oss prograns and | ost a conbi ned 6,500 pounds.
Each enployee was actually paid $100 to take an
optional on-line health survey so |I'’m not going to
force you to do anything, but if you d like to, we

could pay you $100 to do it. You don’t even have to
tell the truth. You just fill it out and it takes 15
m nutes and you get your $100. If it turns out you're
di abetic or have sone other ailnent and you enrol

with a health coach, you get paid for that. If you

neet certain health netrics, for exanple if you're
di abetic and get your A1C down to a nore acceptable
nunber, you get paid for that.

It turns out the financial incentives for an enployer
and for the conpany of insurers they work with, it’s
very nuch in their interest to make you healthy so
it’s worth paying you a couple hundred dollars to do
heal thy things than pay thousands of dollars down the
road for you to show up for an ER visit that could
have easily been avoided. So, at the end of the year
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in 2006, nearly $2 mllion in enployee nobney was
carried over into 2007 in their HRA-HSA bal ances.

So what was the overall cost trend for 2006 with al
this new noney spent on preventive care, all these
paynments going out to people to take health risk
assessnments, wth all these paynents going out for
people to quit snoking and | ose weight and enroll wth
health coaches? Their overall health cost trend for
2006 was 1 percent, not 10, not 12, not 15, not 20 -
one. So they got nuch better health outconmes at nuch
much | ower costs.

3:52: 01 PM

CHAIR W LSON asked what happened the follow ng year when nore
enpl oyees partici pat ed.

MR. FROGUE said he believes 75 to 80 percent chose the plan in
the first year. 1In the second year, the percentage was close to
90. More people enrolled in the plan the second year because
they liked what they were seeing. He hypothesized that a
conpany with 10,000 enployees agreed to put 50 percent of the
savings from an agreed upon health trend into wages. The
enpl oyees agreed to a 10 percent trend over the next five years.
If the average enployee earned $15 per hour, and the average
health plan cost $6,000 per year and, with a consuner based
plan, the trend was a 1 percent cost increase, the average plan
in 2012 would equal $9600 at an annual rate of 10 percent and
instead was only $6300 at 1 percent. He said he could provide
many exanples of the cost savings between a 10 percent trend
over 5 years and a savings of 1 percent over 5 years. He said
if an enployer agreed to put 50 percent of that back into wages,
the raise would cumulatively equal $2.35 an hour, just through
heal th savi ngs. That incentive could be offered to enployees.
He noted simlar successes in the private market include:
United/Definity - 50,000 enployees joined its consuner directed
pl ans and costs decreased 3 to 5 percent in 04 and ’'05; Aetna

had 134,000 enployees join a full replacenment plan with a 1
percent cost trend since 2003; WlIlpoint Lunenos had 40,000
enpl oyees show an 8 percent decrease in 2005. He enphasi zed

HSAs are not theoretical nodels; thousands of people are
participating in them He then nmentioned a new plan, which has

a high deductible of perhaps $2500. For each netric a
participant neets, those being [body nass index] BM, blood
pressure, [lowdensity |lipoprotein] LDL bad cholesterol and
nicotine wuse, the deductible decreases by $500. So, the

HOUSE HES COW TTEE - 78- August 28, 2007



benchmarks are easier to achieve than those posted on the NIH s

websi t e. The program is voluntary but participants can | ower
the deductible by 80 percent by neeting or exceeding the
benchmar ks. He said it is better to reward people for good

behavi or rather than punish them for bad behavior. That changes
the dynam c and the way people react.

3:57:01 PM
CHAI R W LSON asked who is using the new plan.

MR. FROGUE answered the new program is being used in a few
states right now. It is unique. There is an al nbst universa

consensus that discrimnation against genetics is inappropriate
but discrimnation based on behaviors is appropriate. That is
what these plans do. He then referred to Slide 21, entitled
“Florida Medicaid Enhanced Benefit Accounts,” which pays people
for positive behavior, such as getting children to appointnents

on tine. Medicaid recipients are paid $25 for taking certain
measures that make them healthier. The deposit can be used to
purchase nedical itenms that otherwise would be paid out of
pocket . It has had an off-the-chart satisfaction rate with the

benefi ci ari es.
3:59:40 PM
CHAI R W LSON asked about the cost changes in Florida.

MR. FROGUE said the program just started at the end of 2006 but
in three weeks forner Governor Jeb Bush and Al an Levine, forner
Secretary of Health, wll be presenting and reporting their
findings at a Medicaid event. He encouraged the conmttee to
watch it on a web cast.

4:01:17 PM

MR. FROGUE then turned the committee’s attention to Slide 22,
“New Mexico Care Coordination Mdel,” in which 17 governnenta
agencies that interface with lowincone clients coordinate to
create a care nodel by creating a conprehensive picture of each
i ndi vi dual . He noted an wunnanmed state found it had three
departnments that dealt wth [|owincome prograns wth 15
di fferent conputer systens that did not interface.

4:03:44 PM
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MR. FROGUE noved on to slide 23, “Gllup Survey on Medicaid
Consunerism” and told nmenbers:

Anot her thing we’ve done is we worked with the Gllup

polling organization. Those of you who are in
politics know that the Gallup poll is one of the nost
reliable polls. They do a lot of great political

work. Their political work now is about 2 percent of
their incone. The overwhelmng majority of what they

do you never hear about. They actually do surveys al

over the world. They do surveys for conpanies. They
know nore about hospitals than anyone. In fact, one
coorment they made that | thought was particularly

interesting is you can gauge the quality of a hospita
by finding out how happy the nurses are. That’ s the
nunber one indicator of hospital quality, how happy
the nurses are. That’s pretty easy. You don’t need
some long study and a bunch of PhDs spending years,
poking around results. Just survey the nurses. | f
they’'re happy it’'s a good hospital. If they're angry
and bitter, it’s not going to be a very good hospital.
So anyway, that’'s one of the things 1’ve learned in
working with them

But we actually did a survey with them last year. W
have a nmuch - actually | have a phone call with them
tomorrow to talk about sonme of the early results. W
actually ask people on Medicaid what they think of

consunerism Is it sone kind of radical notion?
...Let’s ask them what they think of sonme of these
crazy schenes. Is it in your interest? Wul d you

respond differently if you have sone of these rewards
and incentives? The first survey we did canme out
Septenber of |ast year and...they did it very quickly.
They had 172 respondents so a sanple on the snaller
side but they found that 67 percent of those were
extrenely or very likely to switch to a Medicaid
program wth shared savings, so 79 percent were
extrenely or very likely to go to a doctor’s office
instead of an ER if they were to share in sone of the
savi ngs. 73 percent were likely to adopt a healthier
lifestyle and then if you could use the savings and
spend it, where would you want to spend it? They said
health care and housing and food were the top three
There were several others as well.
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But the next survey - actually | just got sonme data on
it today. They were able to reach 415 people on
Medi caid, the majority disabled, and ask them a whol e
range of questions. ...l helped craft the questions
but | haven't seen the responses yet. But this is
going to be unveiled at our event on Septenber 18'"
t 0o. Sonme high ranking people at Gallup are going to
conme out and speak to us about what people on Medicaid

t hi nk. It’s fine what we may think in this room but
none of us, at |east here, are on Medicaid. W should
ask people on Medicaid. Is this sonething that would

work for you? Are you interested in this? How would
it be different if you were in charge? How would you
hel p people be healthier? So that’'s going to be one
of the highlights.

This is just the summary of what we have com ng up on
Sept enber 18'" W have the M nnesota Governor and
Chair of the National Governors’ Association Tim

Paw enty is going to speak. Former Florida Governor
Jeb Bush and then ny boss, Newt G ngrich, [are] going
to host. W’'re going to release the Gllup poll. W

have a panel on the Medicaid system that works
The Medicaid director in Arizona is a particularly

creative guy. They have a very vigorous electronic
health record project that they are working on with a
bunch of other states. They are actually finding a

way to make sure that the Medicaid data can be shared
with people that are non-Medicaid, which is actually
one of the problens a lot of states have now, so you
can create a total picture of people’ s health status
no matter where they go.

It’s obviously always extrenely, extrenely inportant
to nmake sure that that is done with the utnost respect
for patient privacy. In fact, whenever | nmake any
comments about electronic health records, | always
inplore legislators to create absolutely vicious
penalties for people who abuse the sanctity of
electronic health records because the benefits are
tremendous. ... One of the «classic exanples s
Kat ri na. People who fled New Oleans and went to
Dal |l as, for exanple, they could go to Jiffy Lube and
find out when their car last had its oil changed. But
when they went to MD. Anderson to see about their
cancer or diabetes treatnent, their paper records got
washed away in the floor.
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So the ability to have electronic health records can
be extrenely hel pful to coordinating care but it’'s got
to be done in a way that has utnost respect for
peopl e’ s privacy because as bad as it would be to |ose
your credit score, for exanple, to a conputer hack,
| osing your health data would be far nore personal and
far nore devastating. You could never really get that

genie back in the bottle so ... even things as
sinplistic as forwarding an e-mail with soneone else’s
health data that was obtained illegally should be
extrenely — very harsh penalties because we want the

benefits but we don’'t want the abuse and people are
just not going to want to go toward an electronic
health record if they think their neighbors or anyone
else may see it. | just want to throw that out there.

W also have fornmer Secretary from West Virginia,
Governor Manchin has a particularly interesting
program now where he is requiring people on Medicaid
to sign a contract of responsibility if they choose
and if they choose, then they d receive nore increased
benefits so, if they didn't break appointnments, if
they did certain things around the treatnent of their
di sease or inproving their care, then they would
actually be eligible for other benefits. So, there’s
a responsibility on both sides where people who are
| ow i nconme on Medicaid certainly have rights to health

care but then people that pay the bill have sone
rights too. People that pay the bill should be able
to say well, we’'re happy to give you the care. W're
happy to give access to care. W're happy to pay for
the care. W just want to insure that the care is
being used to the maximum possibility to make you
healthier in the fastest possible way. ... Nancy
Atkins, who was the 1long tine...Conmssioner of
Health, is going to be speaking on the panel. She’ s
excel | ent . | was on a panel with her a few nonths

back so that’s Septenber 18'"

Some other Medicaid ideas - Governor Paw enty has
i ncorporated Bridges to Excellence, which is a pay for
performance scheme for diabetes and obesity into
Medi cai d. Know Your Data - this is another
interesting one that you mght want to |ook into,
especially you as legislators but anyone in the
publi c. You should be able to have real tinme access
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to billing patterns from your hospitals. That's
sonething that no state has right now It wusually
takes many nonths or even years to get billing pattern
data but you pay for it, you should know. One exanple
from a couple years back in Kentucky there was a

hospital they found where - in nature viral and
bacterial pneunonia are roughly — about 80 percent of
the cases are viral and about 20 percent are
bacteri al . Medicaid just reinbursed a |ot higher for
bacteri al . They had one hospital where it was 80/20
t he other way. The hospital was having, apparently,
all of these cases of bacterial pneunonia. Vel |,

that’s one of two things: either it’s an outbreak of
di sease that you really need to know about, or it’'s

fraud that you really need to know about. But they
didn't detect it for years because no one had access
toit.

Thi nk Googl e agai n. W did a presentation for the
State of Mssouri several nonths back where we did
this for free just to test it. W gave them their
data and you can go into any — you can do it by zip
code, you can do it by counties, whatever search terns
you want, and you can get the billing patterns from
any hospital, any provider. You can get their
prescribing habits. You can get anyt hing. Now this
is not patients specifically because patient privacy
is sacred. W don’'t want to conme near that. But
billing patterns of providers is not. You should be
able to have it. You should be able to know In
fact, if you wanted to get really radical, you could
post it all on-line and | et anyone | ook at it.

There was a study...there was a mning conpany in
Canada, in Ontario a couple of years back, called
Gol dcor p. The new CEO — it’s always a new guy that
comes in...and said we’'re just not finding any gold.
Al'l you geol ogists, what’s wong with you? You' re not
finding anything. So he decides he’'s going to post
all of his mne data on-line, which, you know, the
geologists were just appalled by this — oh that’s
crazy, we’'re going to open ourselves to a hostile
t akeover. So he said too bad and the CEO posted it

all on-line. It even has a WKI page and you can just
do Goldcorp Challenge. Youll find all of the
information about it. They put it all on-line
[indisc.]. Anyone who wanted to, from high school
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kids in Texas to physicists in Australia, could junp
on and they had a $500,000 prize. So they had entries
from all over the world in a couple of nonths when
they had the challenge. Two physicists from Australia
won. They’ d never been to Canada but they analyzed
all of the data online and, because they opened up
their data to the world and had all these smart people
looking at it, they found infinitely nore gold than
they’d ever thought possible and their stock price
increased by 30 tinmes or sonmething but they had the
confidence to say we don't have all of the answers

You don’t have all of the answers. | don’t have all
of the answers. But if you, you know, the collective
know edge of the world, people would be interested to
look at it. No state does this now but it would be an
interesting thing to |ook at. Academi cs would do it
for free. You wouldn’t even have to offer a prize

but they’'d |ook at sonething. Oh that’s interesting,
you have patterns here we didn't know about.

4:12:41 PM

One of the things we found in Mssouri is there were —
it was in the dozens ... of people with their persona
data blinded that had over 100 ER visits in a year.

You're talking about thousands of people in a

state of many mllions that are 15, 20 percent of the
overal |l Medicaid budget. I nmean imagine if you could
just isolate those. W hear this all the time, 5

percent of the people are 50 percent of the cost or 20
percent of the people are 80 percent of the costs.
Those are roughly accurate for any private health plan

or any Medicaid program or Medicare. But nost of
those people that are high cost are actually the sane
peopl e year in and year out. It’s not one pregnancy
or one cancer. It’s the sane people with chronic
conditions year in and year out in all kinds of
different situations. |If you can isolate those people

and put them in different care plans where they
actually get nmuch better care out of it, and they have
much nore coordinated care, the overall costs can cone
down consi derably.

We actually wote a book earlier this year. It's free
- we can send you copies if you want it, called Making
Medicaid Wrk, where we interviewed Secretary Levitt
(ph) and nine state health secretaries across the
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country. W talked about what kind of incentives,

what kind of best practices are out there. In fact, |
apol ogi ze. | had neant to bring a few copies. It’s
about 75 pages. It doesn’'t take too long to read but
it’s interesting. I’ve had about 4,000 requests for

it from around the country, so hopefully that's a
function of its quality, not a function that it’'s
free. A lot of people have found value init.

4:16:41 PM

CHAIR WLSON asked M. Frogue to send a copy for each conmttee
menber.

MR. FROGUE agreed to do so. He then advised comm ttee nenbers
to ask future speakers to discuss solutions to health care
problens rather than to discuss the problens thensel ves. Many
i nnovative approaches to solving health care program problenms
are occurring throughout the country. He noted that better care
at lower cost is not a nutually exclusive concept. He offered
to answer questions.

CHAI R WLSON thanked M. Frogue for his informative presentation
and said it will spur the commttee to investigate further. She
asked how many governors are pushing health care reform right
now.

MR. FROGUE said governors need to lead this reform to have
maxi mum i npact . Successful states had governors who were very
involved in the reform at every level — from state enployee
policy changes to nore exercise in schools.

CHAIR W LSON asked whether changes in schools, for exanple not
al l owi ng junk food, were nandat ed.

MR, FROGUE said if the Legislature prefers to defer to |ocal

control, it could create an Alaska Nutrition Council to set
standards that define what constitutes healthy food in schools
and good physical activity as well. The Governor’s web page

could post a challenge to school districts to neet those
standards and rank them The cost would be negligible, health
groups throughout the state would probably donate tine and the
nmedi a | oves ranki ngs. He thought that would have a nuch bigger
i npact than anything that could be done on the financial side.

CHAIR WLSON thanked M. Frogue again. She then announced the
conmttee wll neet on Septenber 18, 2007, in Anchorage, wth
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the Senate Health, Education and Social Services Standing

Commttee on the certificate of need program The committee
will also neet on COctober 16; the location and agenda w |l be
announced.

REPRESENTATI VE SEATON suggested holding the COctober neeting
during the special session.

CHAI R W LSON announced she woul d consi der that suggestion
ADJ QURNVENT
There being no further business before the commttee, the House

Heal t h, Education and Social Services Standing Commttee neeting
was adjourned at 4:22:26 PM
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