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SPONSOR STATEMENT

Senate Bill 172 Alaska Health Care Commission

Alaska is currently facing serious healthcare cost, access and quality issues. Between 1991 and 2005,
health care expenditures in our state more than tripled from $1.6 billion to $5.3 billion. Costs are
expected to double again by 2013 to over $10 billion. All levels of government - state, local, and
federal — are affected, and Alaska’s economy cannot sustain this inflationary growth. The purpose of
SB 172 is to establish in statute the Alaska Health Care Commission to address the need for health
care reform in our state. This issue is complex and broad in scope, and cannot be dealt with
adequately unless we have a permanent body to plan and follow through for long range
comprehensive health care reform.

The two most recent groups to work on the issue of health care reform in Alaska, the Alaska Health
Care Roundtable (2005) and the Alaska Health Care Strategies Planning Councii (2007) both
recommended that a permanent body be established to address the problem of health care reform.
The Roundtable (which met for 2 years) and the Planning Counci! (which met for 6 months)
recognized that the problem is too great to be effectively addressed through a short-term, ad-hoc
body.

The Alaska Health Care Commission would be established in the Department of Health and Social
Services, and would consist of a thirteen member body including public officials and private
citizens. Representatives from both the executive and legislative branches of state government are
included, as well as citizens representing the private business sector, the health care community, and
consumers. Three members are to be ex officio appointees from the legislature and the governor’s
office. The composition and small size would enable efficient and effective teamwork and decision-
making, while bringing a balance of viewpoints and perspectives.

The commission would provide its recommendations and support the development of a statewide
plan to address the quality, accessibility, and availability of health care for all citizens of the State. A
plan for reform will be based on education, sustainability, management efficiency, heaith care
effectiveness, private-public partnerships, research, personal responsibility and individual choice.

Alaska’s need for healthcare reform is pressing and must be dealt with thoroughly and efficiently,
with a long range view towards meaningful and lasting change. The Alaska Health Care
Commission would play an important role in this process, and it is essential that we make it a
permanent component of the Department of Health and Social Services, so that present as well as
future issues with Alaska’s healthcare systems can be better anticipated, understood and addressed.
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STATE OF ALASKA

2010 LEGISLATIVE SESSION

FISCAL NOTE

Fiscal Note Number:

Bill Version:
() Publish Date:

HCS CSSB172({HSS)

Identifier {file name): HCS CSSB172(HSS)-DHSS-CO-04-14-10 Dept. Affected: Health & Social Services
Title Alaska Health Care Commission RDU Departmental Support Services
Component Commissioner's Office

Sponsor Olson ’

Requester House FIN Component Number 317
Expenditures/Revenues {Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

Appropnaton
Required Information

OPERATING EXPENDITURES FY 2011 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016
Personal Services 192.7 192.7 192.7 1927 192.7 192.7
Trave! 40.0 40.0 40.0 40.0 40.0 40.0
Contractual 236.8 257.3 257.3 257.3 257.3 257.3
Supplies 30.5 10.0 10.0 10.0 10.0 10.0
Equipment

Land & Structures

Grants & Claims
JMisoellaneous
i TOTAL OPERATING 500.0 0.0 500.0 500.0 500.0 500.0 500.0
[CAPITAL EXPENDITURES | 1 I 1 | 1
[CHANGE IN REVENUES ( I | I L ] ]
FUND SOQOURCE {Thousands of Dollars)

1002 Federal Receipts 165.0 165.0 165.0 165.0 165.0 165.0
1003 GF Match 335.0 335.0 335.0 335.0 335.0 335.0
1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other Interagency Receipts .

TOTAL 500.0 0.0 500.0 500.0 500.0 500.0 500.0

Estimate of any current year (FY2010) cost:

POSITIONS

Ful-time 2.0 20 2.0 2.0 2.0 2.0
Part-time

Tempeorary

ANALYSIS: (Attach a separale page if necessary)

SB172 establishes the Alaska Health Care Commission in DHSS to provide recommendations for and fost\er the development of a
statewide plan to address the quality, accessibility, and availability of health care for all citizens of the state. The commission
would be composed of 13 members. Duties of the commission would include identification of strategies for improving the health
of all Alaskans through encouraging personal responsibility for disease prevention and healthy living, reducing health care costs,
eliminating health risks, developing a sustainable health care workforce, and increasing health insurance options.

{Continued on page 2)

Prepared by: Ward B. Hurlburt, MD, MPH, Chief Medical Office / Directar Phone 269-8126

Division Public Health Date/Time 4/14/10 3:58 PM

Approved by: Alison Elgee, Assistant Commissioner Date 4/14/2010

DHSS Finance & Management Services

(Revissd 11/5/2009 OME) Page 1 of 2

FISCAL NOTE
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STATE OF ALASKA BILL NO. HCS CSSB172(HSS)
2010 LEGISLATIVE SESSION '

ANALYSIS CONTINUATION

A number of recent ad hoc groups formed to address the issue of health care reform in Alaska, including the Alaska Health Care
Roundtable {2005), the Alaska Health Care Strategies Planning Council (2007} and the Alaska Health Care Commission formed
under Admin Order #246 (2009}, all recommended that a permanent body be established to address the problem of health care
cost, quality and access. The problem is too great in scope and too complex to be able to plan and follow-through in just one or
two years time through a short-term body. Maost recently, the new federal health care laws enacted this past month significantly
change the structure within which state health systems operate, and a state planning body is required to help evaluate the
impact on Alaskans and Alaska’s businesses and health care industry, and to provide recommendations on state implementation.

$500.0 ($165.0 Fed/$335.0 GF Match) is required for operations of tha health care commission. Federal funding authority
requested is based on a review and determination of the leve! of Medicaid administrative and other federal funding that could
appropriately be allocated to support the commission’s work. Funds will be expended as follows:

71000 Personal Services: The commission would be staffed by an Executive Director, $134.5 (range 23, step F), and an
Administrative Assistant |, $58.2 (range 12).

There is currently an Executive Director’s position in the department established to support the work of the one-year 2009
commission created under Admin Order #246. This is a temporary, off-budget, fully-exempt position, and the full-time PCN
requested in this fiscal note for this position is a technical fix required to establish this position in the department’s budget. The
department created this position and implemented the work of the 2009 commission while requesting funding through a fiscal
note during the 2009 session, or through a budget increment included in the 2010 budget request. When neither funding vehicle
was successful, the department limited the work of the commission and absorbed the associated costs for the one-year effort,
but the part of the agency forced to absorb the costs has had to forge other planned acitvity for this fiscal year.

An Administrative Assistant is required to provide logistical and administrative staff support for the commission. The scope of
work that will be required of the commission became exponentially more complicated with the enactment of the new federal
health care laws. The administrative support work required to handle the logistics of commission member travel; organizing
commission meetings; planning and implementing public communication strategies; establishing consultant contracts; managing
day-to-day office functions; and tracking and following-up on the work of commission members, consultants, and related
department programs and initiatives is a full-time job.

72000 Travek: Travel and per diem for commission staff and for 10 voting commission members to conduct quarterly face-to-face
public meetings at various iocations arcund the state.

73000 Contractual: Professional services contracts are required to supplement staff research with specialized expertise not
available among department staff, The department will coordinate with and leverage other departmental health care research
and anatysis work with the work of the commission and the commission’s consultants to the greatest extent possible, Other
contractual line expenses will include meeting expenses such as transcriptionist and audio services and meeting space; and core
service RSAs to provide office space, tefecommunications, network connectivity, printing, postage, and IT support.

74000 Supplies: FY 11 includes start-up costs such as computers, office furniture, reconfiguring lease space, wiring needs for
connectivity, printers, fax, and photocopies. Ongoing costs are for basic office supplies and small equipment purchases. Start-up
supply costs of $20.5 in the first budget year will be shifted to the contractual services line after the first year to cover ongoing
contractual needs.

Page2 of 2
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CONCEPTUAL AMENDMENT :H: l

OFFERED IN THE HOUSE BY REPRESENTATIVE HAWKER
TO: HCS CS SB 172 (HSS)

Page 3
Add as a voting member of the board, specified in Sec. 18.09.020 (outlined on page 3, line 8,
through page 4, line 5):

“One member who is involved in the federal veterans’ healthcare industry”
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Sectional analysis: Alaska Health Care Commission Biil

Section 1

-

AS 18.05.010(b)- Establishes the Alaska Health Care Commission in the Department of Health
and Social Services that will work toward recommendations for a statewide heaith plan under AS
18.09.

Statewide Health Care
Section 2

Sec 18.09.010-This section is the basic language to establish the Commission and outline the
commission’s primary objectives.

Sec 18.09.020-Creates a 10 member Commission made up of Health Professionals and the public
including three ex officio appointees from the legislature and the governors office.

Sec. 18.09.030- Members will serve three year staggered terms, Should an opening occur prior to
the completion of the term the governor shall appoint a replacement.

Sec. 18.09.040- Creates the position of executive director as a partially exempt position
appointed by the commission.

Sec. 18.09.050- Permits the Department to assign employees to work with the Commission as
support staff.

Sec, 18.09.060- The commission shall submit internally by-laws for consideration by the full
Commission. By laws will establish quorum requirements, time and locations for meetings, etc.
The section also defines conflicts of interests when voting and annual reporting requirements

Sec. 18.09.070- This section defines the duties of the Commission, to include goals and language
for input from the public through the public hearing process.

Sec. 18.09.080- Standard language that allows members to receive per diem and travel but no
salary for serving on the commission.

Sec. 18.09.900- Authorizes the Department to promulgate the necessary regulations to maintain
the commission

Sec 18.09.990- Defines the use of the words commission and department.
Section 3

AS 39.25,120 (c)(7)- adds the commissions executive director position to the list of existing
executive directors serving other boards and commissions.
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Section 4

AS 44.66.010 (a)- Sunset- the commission expires unless renewed by the legislature on June 30,
2014

Section 5

Uncodified language- Permits the department to begin the regulatory process which can not take
effect until this bill is singed into law.

Section 6
Uncodified language- The members already serving on the commission shall continue in their
positions based on the staggering of their terms.

Section 7

Effective date- Immediate effective date clause.
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P.O. BOX 110693

DEPT. OF HEALTH & SOCIAL SERVICES JUNEAU, ALASKA 99811-0693
PHONE:  (907) 465-3250
FAX: (907) 465-1398

Alaska Commission on Aging

February 2, 2010

Senator Donald Oison
Alaska State Capitol, Room 514
Juneau, AK 99801-1182

Subject: Support for SB 172

Dear Senator Qlson:

The Alaska Commission on Aging (ACoA) is pleased to offer our support of SB 172 authored by you to extend the
life of the Alaska Health Care Commission in the Department of Health and Social Services until 2014 with
responsibilities to plan and implement strategies related to health care reform for all Alaskans across the life span.

As you know, the Alaska Health Care Commission was first established by Governor Palin in December 2008 to
develop a statewide health plan and provide recormmendations to address the quality, accessibility, and
availability of health care for all Alaskans. We agree with the Commission's findings that the high cost of health
care and access to primary care present serious challenges for our state, ACoA supports establishment of a
state commission to comprehensively examine the multitude of issues related to improving health care services
including improving access to affordable primary care in addition to promoting strategies for preventative care and

chronic disease management.

Clder Alaskans represent one of the largest consumer groups of health care services of all age categories.
Access to primary care is of utmost concern for many Alaska seniors insured by Medicare who are challenged to
find a physician particularly if they live in Anchorage, Fairbanks or the Mat-Su Borough. Limited access to
essential health care services for older individuals can put these persons at greater health risk who may pastpone
going to a provider for the care they need only when their medical conditions become serious. Workforce
shortages of health care workers, parficularly doctors and nurses, pose a sefious problem that affects afl
Alaskans and has a critical impact on people 65 years and older. The ACoA is pleased that these issues were
identified in the Alaska Health Care Commission Report (2009) and look forward to working with the Health Care
Commission to implement the Commission's recommendations.

We support SB 172 to extend the Alaska Health Care Commission. Please feel free to contact Denise Daniello,
ACoA's executive director (465-4879) should you have questions or need additional information.

Sincerely, Sincerely,

Sharon Howerton-Clark Denise Danielio
Chair, Alaska Commission on Aging ACoA Executive Director
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Principles, Elements and Specific Steps
Draft 8 August 29, 2007

Proposal by the Alaska Health Care Roundtable to help the Council achieve the
goals it identified at its first meeting:

Health Care Strategies Planning Council Mission Statement
(Approved at the June 11, 2007 meeting)

Develop strategies, including performance measures, to provide
health care access for all Alaskans by 2014 with the goal of making
Alaskans the healthiest population in the nation.

The definition of “access” includes: coverage, affordability, timely
service, quality of care, prevention, managing chronic conditions,
workforce issues and cost.

Roundtable recommendations are as follows:

Principles of reform —
Guidelines for creating effective specific action steps

¢ Creating healthier people who consume less medical services is the only major
sustainable strategy to slow growth of health care costs.

» Plans, programs and policies must encourage and support the principle of individual
. responsibility to maintain and protect each person’s health.

¢ Dramatically improve value for every health care dollar.

¢ Health services that effectively educate and motivate individuals underpin an
effective, efficient health care system. Prevention and timely appropriate
levels of care eamn strong return on investment (ROI) for both employer and
public programs. Examples are immunization programs, hypertension or HIV
screening, promoting prenatal care, etc,

o Organizational wellness programs, government or private, are starting to
prove that improving employee health is a win/win for both employees and
employers.

s Financially support carefully planned experimentation with different types of health
delivery models and payment models. Alaska is a highly diverse state. The wide
variety of community sizes, many in remote areas, with differing access to care and
different prevailing payment systems argues towards creating a variety of solutions
from which to choose. Employers are particularly concerned about quality.

Page 1 of 7 Principles, Specific Steps and Elements Drafi 8
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All Alaskans need quality, affordable health care that provides:
o Physical access
o Financial access
o Information access

Facilitate universal participation in the most appropriate fashion for each individual.
Forms of coverage or care include:
o Employer-based
Individual-based
Federal programs
Military programs
Alaska Native programs

0 00

Rely on and develop the private insurance market in sectors where it is currently
working and other sectors where it can be logically employed. Avoid creating costly
state bureaucracies that duplicate private sector capabilities.

“Grow our own” health care practitioners at all levels as much as possible.
o In-state education and clinical training increases the likelihood of keeping
graduates in Alaska.
o In-state education stems the flow of education dollars Outside and helps
generate a sustainable economy.
o Create specialized programs to meet the needs of rural Alaska.

Collaboration and cooperation is essential. The problem is larger than any one part of
the system can solve. Areas to address are financing and insurance, workforce
development, facilities and citizen education. Private, state, federal and Native
resources will need to be coordinated so all can contribute to the solution.

Generate sufficient information and research, both in Alaska and from best practices
Qutside, to support sound fact-based decision making.

Provide sufficient and appropriate facilities where necessary around the state.
Emphasize regional planning, coordination, cooperation and efficiency.

Develop a statewide electronic health record network that is secure and interoperable
with existing systems to improve quality of care and reduce waste by providing
necessary medical information to providers.

Page 2 of 7 Principles, Specific Steps and Elements Draft 8
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Elements of reform — Building blocks for a befter system

The problem is huge and complex. Businesses, individuals and governments all must
contribute to managing and financing a new Alaskan health care system for it to be
sustainable.

We must stem erosion of employer-sponsored insurance. Keep what works and
reshape or fill in as necessary. Reform plans should build on and improve existing
parts of the system that work without harming those who are already well served.

Information to evaluate costs and alternatives before and after treatment is an
essential building block of individual financial responsibility. Information access and
transparency seems like a basic need, but is elusive. Technology and disclosure
requirements will help.

Encourage adequate federal Medicare reimbursement of provider’s costs, but cobble

together work-arounds until that happens. This can include creative use of Medicare

and Medicaid waivers. Keep track of the changing federal health care environment to
uncover opportunities and influence needed change.

Electronic health records are the comerstone to modernizing Alaska’s health care.
Build on existing private and state-level initiatives.

Develop navigation aids and fail-safe systems to help people gain access to and deal
with complexities of the system, Navigation aids must take into account the human,
as well as the technological networks, which build healthy lives.

Alaska has information gaps that need to be filled to chart an optimum path to
progress. Fundamenial research will enable policy-makers to make sound decisions
based on facts: 1, Quantify and identify the source of Alaska cost differentials vs.
Outside. 2. Understand who is not covered or insufficiently covered. 3. Continue to

‘define work force development challenges across the full job spectrum.

Build on the many Alaskan programs that have proven effective or show promise in
the areas of quality, access and cost control.

Monitor and learn from other state’s experience in coverage and cost control.

Alaska will need an ongoing official state-wide group to monitor the ever-changing
health care scene and find appropriate synergies.

Page 3 of 7 Pringiples, Specific Steps and Elements Draft 8
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Specific immediate steps to consider

Establish an ongoing Alaska health care council/commission/board to coordinate
public policy.

Support and coordinate Alaska research and monitor national research and
developments.

Develop a variety of Alaska health care reform plans based on research to be able to
compare and contrast their benefits, costs and impacts.

Support the next step in development of Alaska electronic health records.
Develop and menitor quantifiable health care goals for Alaska.
Support workforce development capable of filling current and anticipated needs.

Encourage primary care capability based on the “Medical Home’ model which
provides an ongoing health care point of contact. Examples are family physicians or
community health centers.

Monitor and improve liability and tort laws to help reduce malpractice insurance
costs, encourage quality improvements and make Alaska a more attractive place to
practice medicine.

Encourage schools at all levels to foster healthy life styles and offer sports and
exercise programs that build life long healthy habits.

Work with the federal delegation and authorities to maximize federal support of
Alaska projects and programs and to support national health care reform efforts that
will benefit Alaskans.
o E.g. Develop stand-alone Medicare clinics in major Alaska hubs via an open
RFP process

Identify pseudo-reform “myths"-—things to avoid.

Page 4 of 7 Principles, Specific Steps and Elements Draft 8
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Pseudo-reform “myths” — Things to avoid

Continued employer transfer of health care costs to employees.

Assuming that “market forces” alone will make health care better and more efficient.
Health Savings Accounts (HSAs) may be part of a total solution, but not the only
solution. Even enlightened health care consumers do not have access to information
they need to “shop around” for best value,

Freezing or reducing state funding. The State of Alaska will need to make additional
financial and programmatic investments as a full partner in a comprehensive solution.

Reliance on the federal government to solve the problem. National solutions are
necessary and hopefully will be forthcoming. However, in the interim, Alaska needs
to do what it can to help itself.

Assuming, hoping or praying that the problem will solve itself and go away.
Effective, creative coordination of every tool available within Alaska is the only
chance for success. An ongoing, adequately resourced council, commission or board
will need to continue the work of the Alaska Health Care Strategies Planning Council.

Page 5 of 7 Principles, Specific Steps and Elements Draft 8
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Why we need to act now

As a small state with significant resources, Alaska has the elements it needs to
improve the health of its citizens in the long-term.

Guiding principles will focus the creativity and coordination needed to achieve
this lofty, but basic human goal.

Unchecked, current health trends will create the first generation in 100 years that
can expect a shorter life span than their parents.

Insufficient federal reimbursements are transferring a huge financial burden to the
private sector which in turn is passing costs on to employees.

A mandatory rational system based on the strongest elements already in place can
provide basic care for all Alaskans enabling a shift of emphasis towards
prevention.

Investing in prevention and individual responsibility offer high “bang for the
buck.” Healthy people feel better and place less financial demands on the system.

The aging population will increase per capita costs of health. These increases can
be mitigated by effective primary prevention and health promotion.

Everyone and all parts of society need to be part of the solution—businesses,
individuals and all levels of government.

The health care system is not a goal in and of itself. The real goal is healthy
Alaskans who know they will be properly cared for if they do get sick.

Page 6 of 7 Principles, Specific Steps and Elements Draft 8




Background — An unsustainable deteriorating situation

* Many thanks to the Alaska Health Care Strategies Planning Council and key
legislators for beginning a formal state dialogue.

* Businesses face annual double-digit increases in health care costs. This necessitates:

o Cutting back coverage

o Increasing employee financial contributions

o Educating and empowering employees to develop healthier lifestyles

¢ The situation is bad and getting worse.

o According to a July 2007 Commonwealth Fund report comparing states,
Alaska ranks 26" overall, 36™ for access and 49" in quality.

o Maedicare and Medicaid do not reimburse providers for their cost of doing
business. This “pinch” is being passed on to businesses and insurers, creating
an ever-escalating financial burden on them. Health care costs for businesses
are a financial ball and chain not shared by international competitors.

o Many Alaskans are without any health care coverage, or have inadequate
coverage.

= Qver 90,000 Alaskans have no health care coverage—if living
together, they would be the second largest city in Alaska.
* Many more are under-insured.

o Everyone has nominal access to some form of health care at the emergency
room, but it is after-the-fact and expensive.

o Many people in need do not know where to turn because of:

= Lack of knowledge

*  Lack of money

* Linguistic and cultural barriers

* Crushing work and family schedules

o Alaska is short 300 doctors today, with more needed to replace an aging work
force. Similar shortages exist for nurses and other health practitioners.

o Potential gas pipeline construction will further strain an already challenged
Alaska health care system.

e The unhappy net result;

o Alaska has the highest per capita state expenditures on health care in America
(38,000 per person).

0 America has the highest per capital health care expenditures in the world
{37,000 per person).

o Alaska and America have poor health compared to other industrialized nations
despite having greater expenditures on health care.

o Alaskan and American businesses are becoming less competitive compared to
international businesses in countries with public health care systems.

e A caring, humane and financially efficient society cannot continue this downward
spiral. Serious national conversations and major state-level reform efforts are under

way. Fortunately, Alaska has potential building blocks for a better system and
guidelines to help use them.

Page 7 of 7 Principles, Specific Steps and Elements Draft 8
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ALaska’s $5 BiLLioN HeaLTH CaArRE BiLL—

Who’s PayinGg?

March 2006

B ua Research Summary No. 6
Institute of Social and Economic Research ¢ University of Alaska Anchorage

By Mark Foster and Scott Goldsmith

pending for health care in Alaska
topped $5 billion in 2005, Just
how big is $5 billion? It is, for per-
spective, one-third the value of North Slope
oil experts in 2005—a year of high oil prices.
lt's nearly one-sixth the value of everything
Alaska’s economy produced last year.

In 4891, health-care spending in Alaska
was about $1.6 billion. Even after we take
population growth into account, spending for
health care increased 176% per Alaskan in 15
years. These soaring costs are taking a grow-
ing share of family and government budgets,
increasing labor costs, and putting businesses
at a competitive disadvantage.

The $5.3 billion in spending in 2005 was
all for the 665,000 pecple who live in Alaska,
but individuals didn't pay all the bills. They
paid nearly 20% out of their pockets and
through payroll deductions. Businesses (in-
cluding non-profits) and governments paid
about 80%. Of course, individual Alaskans
and other Americans indirectly pay all these
costs, because they buy goods and services,
own businesses, and pay taxes.

What does health-care  spending
buy? Stays in the hospital, visits to doc-
tors and denfists, prescription drugs, and
more, as well as program administration
and public health programs. Qur esti-
mates don't include capital expenditures.!

Who pays the bills, and how has that
burden shifted as spending increased?

« Private and govemment employers spent
about $2 biflion for employee health-care
coverage in 2005. For comparison, they paid
$11.8 billion in wages in 2005, With rising
costs, businesses and govemments have
become increasingly fikely to pay health-care
bils themselves—"self-insure’—rather than
pay through insurance premiums.

+ Alaska households spent just over §1
billion for health care in 2005, up from 3361
million in 1991, That includes everything
individual Alaskans spent—not only their out-
of-pocket costs, but also what was deducted
from their paychecks to help pay for health
coverage through their employers.

+ Governmenis spent $2.2 hillion
for heaith care programs in 2005, up
from $736 million in 1991, Medicaid
spending was almost $1 billion.

Health-care spending could f
double again by 2013, if current JEr
trends continue. Why are costs of |- 3250
medical care so high, and why are i‘ )
they increasing faster than every- P
thing else? Why have health-care ;. .. ..

We're starting fo assemble data to help
answer those questions, Alaskans face some
hard choices about how to control costs but
still have a heaith-care system that provides
good care and is accessible to everyone. We
hope to provide some useful insights.

This publication is the first step in ISER's
research on the health-care industry. It starts
with our new estimates of spending and of
changes since 1991, when we last looked at
health-care spending.? But cost alone is only
ong part of the complicated health-care story,
and here we also begin looking at:

+ Who are the most expensive patients?
Our analysis of national data shows that the
average "high-cost™ patients aren’t as expen-
sive as you might think.

« Who is more likely io have health
insurance provided through theirjobs at a rea-
sonable cost? Single people working for big
companies.

* How does use of the health care system
in the U.8. compare with use in other coun-
tries? Canadians and Australians seem to use
their systems about as much.

» What is driving costs? Despite what
many people think, there are no simple
explanations: it's a puzzle with many pieces.

Flgure 2. Who Pays The Bills?

costs in Alaska stayed higher than f © % (. °

U.S. averages, even as other costs |, - .

moved closer to national fevels? 1) -
Are we getting better care now? .
Who can't afford care?

i‘.kyv'“g.

| S-S AR S R

Y Individual§
‘51 Billion
19%.

T

Source Aulhors estlmates RSP

Understanding Ataska (UA) is a special series of ISER research studies examining Alaska econaraic development issues . The SiUdIES arep

by the University of Alaska Foundation. UA reports are available from ISER’s offices and at: www.alaskaneconomy.uaa.alaska.edu
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¢ ORGANIZATION OF SumMMARY

We first describe what health-care dollars
buy—what shares go to doctors, hospitals,
drugs, and other expenses. Then we look in
more detail at our estimates of health-care
spending in 2005 and the changes since
1991. We think our estimates are a good
effort to update our previous work. Bui the
health-care industry is complex, and tracking
all the spending is difficult

After we falk about spending, we give
readers a glimpse of related health-care
issues. In some cases we have no Alaska
data and rely on national figures, which are
stilf useful in iltustrating important issues.

Pages 4, b, and 6 discuss access to, use
of, and benefits from the health-care system:
who is uninsured, who has health-care cov-
erage and how that coverage is provided;
which patients get the costliest care; how
Americans’ use of medical care compares
with use by people in other industrialized
countries; and whether we've gotten healthier
in exchange for more spending.

Page 7 summarizes what we know about
how medical costs in Alaska differ from the
U.S. average, and page 8 concludes with a
discussion about the many things that may
be driving health-care costs.

Keep in mind that population growth
and general inflation account for part of the
increase in health-care spending since 1991,
Alaska's population increased from about
570,000 in 1991 to 665,000 by 2005. Also,
prices for everything Americans buy also went
up, by about 43% nationwide and 33% in An-
chorage. But prices of medical care nearly
doubled {Figure 3).

~ Figure 3. Increase in Consumer Price Index
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WhHat Are We Buying?

Figure 4 shows that as of 2000, mere
than 70% of Alaska’s health-care spending
was for hospital care and visits to doctors.

Prescription drugs accounted for about -
9% and dental care 7%. The “other” cat- ;.

egory includes medical products, health
care provided on the job and in schools,

and Medicaid payments for in-home care. '

Nursing home and home health care *
made up only 2% of health-care spending :
in 2000, far short of the U.S. average of .’
11%—and that share actually dropped be-
tween 1990 and 2000, despite fast growth
in the number of Alaskans over 65. There

has been a shift in how long-term care is
provided in Alaska. A change in Medicaid
allowed payment for in-home and assisted-
living care for people who would otherwise
have been cared for in nursing homes.

All types of health-care spending grew
rapidly since 1990, but the fastest growth was
in prescription drugs and the “other” category
{described in the footnote to Figure 4).

How Has SpenbING CHANGED?

Tatle 1 details who paid for health-care in
2005, Figures 5 and 6 show changes in levels
and shares of spending from 1991 fo 2005,

« Growth in government spending wasn't
uniform, The federal government's share of
spending increased (Figure 5). Costs for Medi-
care and Medicaid more than quadrupled and
costs for the Indian Health Service doubled.

Figure 4. What Are We Buying?
(Alaska Health Care Spending, 2000}

+ Stafe government's share dropped
partly because the federal government paid
a bigger share of Medicaid costs in 2005 than
in 19913

«Local government is the smallest govem-
ment spender, but the local share of spending
increased, mostly because of growing costs
for employee health coverage.

+  Employers saw the fasiest growth.
Combined spending by private and gov-
emment employers increased about 230%
(Figure 6).

+ Spending by individual Alaskans didn't
go up as much—184%—but the $1 billion
they spent in 2005 was still more than the
$922 million businesses spent.

Flgure 5 How Did Shares of Spending Change From
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Table 1. Health-Care Spending in Alaska, 'Fiscal Year 2005
(Total Spending: $5.3 Billion)

Who Provides the Coverage?
s i e Local State Federal
‘I'n’c’ii'\ridu"als*ﬁ4 Businesses Government Government Total
Individuals $1 028 $1,026
Qut-of-pocket costs - $431'r 9 .
Individual policies F
Payments ior employer-based insurance r;” Ty
Employers (Including retiree coverage) $922 $252 'f""$411~ - $2,032
Insurance Premiums 5303 $72 5.
Self-Insured Costs? $485 £180
Military Medical Costs
Worker's Compensation {medical benefiis) $134
Government Health Programs $535 $2227
Medicare f‘ $419
Medicaid $303
Other Public Programs
Federal
Indian Health Service Contracts
Veterans' Affairs
Community Health Centers
State
Grant to local govemments, private groups $116
AP, Pioneers’ Homes $55
Other State-Administered LX)
Elementary and Secendary Schools 38
WAMI Medical Education $2
Department of Corrections $21
Local
Health and hospital spending RS
Total Spending ;"i'f:'_sr,q_ze*‘f'f $922 $787 $5,294

aMany organizations that self-insure—that is, they pay some of their bills themselves—also still carry some insurance to help cover extraordinary risks.

Source: Authors’ estimates Note: Totals may not sum because of rounding.

fzﬂ N Mllhons of Doliars) - ‘:31991 .2005 5l Blggest Kinds. of Changes ;| * ¥ S
L . IndrwduaiAlaskans have séen: bigy i mcreaees not enly in costs they notace most—how i
i !ndmdualslm 84% : 3 R ‘much they have to pay out of their’ own pockets —but also in less obwous custs S
i} T $ 023 . e 2N ;deductluns from thelr paychecks to pay theirshare of empioyer-based |nsurance . _- i ‘,
I‘ - " R o Both prsvate ‘and government employers became much more Irke!y o self—rnsure
Y ,Employer f$51_:3 Lo 294% . .«* Sell-insurance costs made up about two- thirds of combined empioyer spending for !
‘(Ge(\jf%mment .- insurance premiums and seffinsurarice in 20[}5 up; from about one-third in 19971.:
and Private) . . or A - e Spendlng for Medicaid more than quadrupled (from $215 hillion to $970. mﬂhon)
: Govemment {ﬂﬁ_ﬁﬂ . 203.,/ .50 that in 2006 t aforie made.up nearly $1 ih avery $5 of health-care spending:-
f . ngrams gt Analysts attribute the fast growth of Medicaid nationwide fo growing: umbers of
L. L elrgxble Americans, rncludmg low-patd workers whose employers don't provsde
F R S o N : P coverage and low-lncome seniors; to program expansron 1) increasing. prrces of Loy
- 3°U’f9- Aj’“}"’? ?5“’“3‘6%*' e, P T ' 3 medrcal care; and to treatment of medlcal conditions at lower :hreshoids " o -E
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HeaLTH-CARE COVERAGE

Most Alaskans—an estimated 87%—
have some form of health-care coverage,
either through private insurance or govem-
ment programs.* Some pecple have more
than one kind of coverage, so the percent-
ages in Figure 7 add to more than 100%.

Around 64% of Alaskans are covered by
private insurance, 38% by government pro-
grams, and nearly 13% have no coverage.
Nationwide, 68% of people are covered by
private insurance, 30% by government pro-
grams, and close to 16% have no coverage.

Alaskans are more likely to have coverage
through the military {reflecting the state's large
number of active-duty and retired military};
the Indian Health Service (because Alaska
Natives make up 20% of the population};
and Medicaid {the joint federal-state program
mainly for low-income and disabled people}.
Fewer Alaskans are covered by Medicare, be-
cause fewer are over 65.

We don’t know characteristics of the 13%
of Alaskans with no health-care coverage, but
we know that nationwide the uninsured are
most likely to be young aduits and to have
annual incomes below $25,000 (Figure 8 ).

Children in Alaska are more likely fo have
coverage than both adults in Alaska and chil-
dren nationwide. Figure 9 shows that about
8% of children in Alaska had no coverage
in 2003, compared with the U.S. average of
nearly 12%.5 The smaller share of uninsured
children in Alaska is probably due to the fact
that Alaska Native children are eligible for care
through the Indian Health Service, and also
to the Denali KidCare program, an extension
of Medicaid that provides coverage for low-
income children without other coverage.

It's cutside the scope of this summary to
describe all the ways that famifies, communi-
ties, and govemments are affected because
millions of Americans lack health insurance.
But a recent report by the National Academy
of Sciences broadly summarized those effects.
It found that the uninsured are in worse health;
that uninsured children are more likely to have
development delays; that the direct costs of
caring for uninsured Americans fall heavily on
local communities; and that governments pay
hospitals large public subsidies to offset their
costs for uncompensated care.5

The 64% of Alaskans with Figure 7. Health-Care Coverage,
private insurance either pay Alaska and U. S ! 2004 .

for that coverage themselves ¢

(through  individual policies) ;. Alaska 65
or are covered through their 7 5U.S, "

jobs and share the costs with !
their employers. Figures 10,
11, and 12 show how the °
rising costs of medical care have affected health-
insurance coverage for Alaskans working for pri-
vate industry.

+ Health insurance in Alaska was already
more expensive in the 1990s and stilf is. In 2003,
insurance premiums for family coverage at private
firms were about $10,500 in Alaska and $9,200
nationwide. By 2005, those premiums had jumped
to an average of $11,268 nationally (Figure 10}.

+* Premiums are higher in Alaska,

but workers here pay a smaller share, LR ML CEIGR oI CRRWETEL TR LT g6 LGl
as Figure 11 shows. As of 2003, em- (18 and Under} Average 2001 2003

ployees at private firms in Alaska paid
11% of the premiums for single-person
coverage and 17% for family coverage,
compared with 17% for single-person
coverage and 25% for family cover-
age nationwide. But employers, espe-
cially at small firms, have been shifting
more insurance costs to workers. The
2005 UBA-Ingenix Health Plan Survey
found that employees of businesses
nationwide paid 43% of the premiums
for family coverage.

i e

Figure 10. Health Insurance Premiums For
Family Coverage?@ anate Firms

2005 —w PR

f igures for 2005 not avaﬂable
cy For Heaith Caré Reaearch
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+

Figure 11. Share of Health Insurance Premiums Employees Pay
(At Private Firms Offerm Health Insurance)
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+ Small Alaska businesses are less
likely to offer insurance coverage. Only
about a third of those with fewer than 50
employees offer coverage, compared with
43% nationwide (Figure 12),

A ot of Alaskans work for small busi-
nesses. In 2003, about 91,500 of the state's
224,500 private-industry employees worked
for businesses with fewer than 50 employ-
ees. That's more than 40% of all those with
jobs in private industry.

WHo Costs THE MosT AND THE LeEasT?

We've talked about the costs of health
care and of health-care coverage. Now we
turn to the other side of the equation: who's
getting the benefits of the spending?

Who Are the High-Cost Patients?

Health-care spending in Aiaska was close
to $8,000 per person in 2005. But nol every-
one is average. The cost of care for a few is
significantly higher than average, but for many
it's only a few hundred dallars a year.

As a first step toward understanding who
gets the benefits of heaith-care spending,
ISER analyzed national data on the charac-
feristics of high- and low-cost patients. That
data is from a federal panel survey—that is, a
survey that follows households over ime.

As Figure 13 shows, just 5% of patients
nationwide account for almost half of alf
health-care spending in any given year, while
at the other extreme 50% of patients account
for just 3% of spending in a year.

Alot of Americans tend to think that the
most expensive patients are probably very

Figure 13. Who Are the High-Cost and the Low-Cost Patients in-the-U.S.?
Distribution of Health-Care Spending on Patients, 2002

* Mostly middle-aged people (average age 57),
who are hospitalized for a few days, see
doctors several times a year, and spend
considerable money (average $3,000) on
preseription drugs.

¢ About 40% are over 65

+They are from all income levels. A third have
high incomes (family income over
$80,000), and about a fifth are poor
(family income under $18,000).

s Only 2% are uninsured. More than two-thirds
have private insurance, and nearly a third are
covered by government health programs, the
most common being Medicare.

o They pay about 12% (average $2,400} of
their bills out-of-pocket.

Average bill in 2002

$19,640

Average bill in 2002:
$210
Sources: MEPS Statistical Brief No. 81, May 2005 and analysis of MEPS data by Stephanie Martin of ISER

old, or suffering from some catastrophic ill-
ness or injury, and are possibly uninsured.

The high-cost patients are older; health-
care costs do go up as people age.” But
their average age is 57, and fewer than 40%
are over 65, The average bill for high-cost
patientsin 2002, under $20,000, doesn'treflect
major illnesses or end-of-life care. Rather, it's
for a few days in the hospital for surgery, sev-
eral visits to doctors, and significant spending
for prescription drugs. Few of the high-cost
patients—2%—are uninsured.

The low-cost patients are maostly young,
averaging 28 vears old, They may see a doc-
tor or a dentist once a year, and they pay
almost half their modest medicals bills out of
their pockets.

Many of the low-cost group—nearly
20%—are uninsured. The share of uninsured
patients in this group tracks with what the
National Academy of Sciences has reported:
{hat the uninsured often don't have any medi-
cal costs at all in a year, and among those
who do, their expenses are less than half the
average for people under 65.%

Keep in mind that it's easy to go from
being a low-cost patient in one year to amuch
costlier one the next—a car accident, the sud-
den onset of an iliness, or a hundred other
unpredictable events can push anyone into
the ranks of the high-cost patients.

Who Are the Low-Cost Patients?
« Mostly young (average age 28}, healthy

peopte, who are likely to see a doctor
and a dentist once a year and spend litlle
(average $44) for prescription drugs.

« About 3% are over 65

» They are from all income levels,
with almost the same breakdown as
among high spenders: neary a third
have high incomes and about a fifth
are poor.

« Nearly 20% are uninsured. About 17%
are covered by govemment programs,
most commonly Medicaid. The majority
have private insurance,

i B They pay about 40% {average $84)
of their bills out-of-pocket.
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Do We Use More MepicaL CARe?
Americans spend more on health

care than anybody else. Do Ameri- §.°;

cans increase health-care costs by 1.5
gefting more medical care than peo- * .
ple in other developed countries? Or :
conversely, do countries with national ;.
health-care systems hold down costs |
by rationing care? T

Figure 14 compares Americans {Abl
with the Brifish, Canadians, New -
Zealanders, and Australians on use
of, access to, and satisfaction with
their health-care systems. The com-
parison countries all have some form
of national health-care system.

Overall, the comparisons show
that residents of all four countries
are almost equally likely to see doc-
tars and have diagnostic tests, and
that Americans are slightly more
likely to take prescription drugs.

Americans are, however, more lkely
to skip medical tests because of cost and
less likely to get appointments the same
day they call. They also seem to be some-
what less satisfied with care they get from
their doctors and in the emergency room.

g e
e B

g

b

Are We HEALTHIER?

Ancther important aspect of the heatth-
care story is what we're getting in return for
the high spending. Are Alaskans healthier
than in 19907

The answer seems mixed. |
In 2005 the United Health Foun-
dation ranked Alaska as among
the most improved states in -
health outcomes since 1990. [
Despite that improvement, the ¢ -
foundation stil ranks Alaska ; "
somewhere in the mid-range i*
of states on health measures— .~ -
because 15 years ago Alaska
was ranked toward the bottom.? -~
Figure 15 illustrates some of
the improvements Alaska has
made since 1990.

Rates of infectious dis- !
ease (which include hepatitis, :
tuberculosis, and many more) ,°
went from far above the U.S.

? Skzp

Among those who used emergency J

?’r?"':""‘"
R

Figure 14. Use of Medical Care, U.S. and Selected Countries, 2004
] ) (Percent of Surv yRespcmdems)

ource. Commonwealih Fund Intemauonal Heanh F‘ollcy S., rvey 004 s

et i o S
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average in 1990 to significantly below by
2005, Infant mortality dropped in Alaska and
throughout the country.

Declines in infectious disease and infant

deaths in Alaska can be traced parfly to pub-’

lic-health spending for immunizations, as well
as for safe water and sewer systems, new
housing, and better access to medical care in
remote villages.™® In Alaska and nationwide,
advances in treatment and technclogy have
afso reduced infant deaths.

With improved treatments for heart dis-
ease, the rate of death from heart disease

declined by 20% in Alaska since 1990, drop-
ping slightly faster than the national rate.

Rates of smoking among Alaskans fell
also, but Alaskans are still more likely o
smoke than other Americans. Again, pub-
lic-health campaigns to fight smoking likely
contributed to the decline.

On the down side, Alaskans and other
Americans are far more likely to be obese now
than in 1990—and obese people are more
likely to require treatment for diabeles and
high blood pressure.

Figure 15. Are Alaskans Healthier Now Than in 1990?

1Deaths from Hear{ D|sease )
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ALaska anp LS. Costs

Years ago, everything cost more in Alas-
ka, and costs still remain high in remote ar-
eas. But in Anchorage and other urban plac-
es, the historically high costs of many things
have moved closer to .S, averages in recent
times, as the population grew, local markets
got bigger, and infrastructure and transporta-
tion improved.

But costs of medical care haven't declined
relative to U.S. averages. Overall medical
costs are probably somewhere in the range of
25% higher in Alaska, but that cost difference
varies quite a bit among services and proce-
dures, and prices don't atways reflect cost,

Alaska has fewer practicing doctors per
capita than the nation as a whole, but some-
what mote dentists—so how the supply of
medical professionals may affect casts is not
clear (Figure 16).

Figures 17 through 20 show some exam-
ples of cost differences, but it isn't a compre-
hensive picture.

+ Overall costs of medical and surgical
procedures in Alaska were about 18% above
the U.S. average in 2001 and dental proce-
dures 37% more (Figure 17).

* Average costs of a visit fo a doctor’s of-
fice were 30% higher in Alaska in 2001, But
the average is a mix of private insurance

““Figure 17. How Much Higher are
Medical Costs in Alaska?

Costs Paid by Private |

‘ MedtcalfSurgtcai
i Procedures
l‘DentaE Procedures .

i Source lngemx data base cﬂed in Alaska Dnnsmn of
. Medical Asmstance HeatthCare CostAnaIy51s 2001

e
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indrivgtzvfr:::::rn:n iﬁg&?gtz Figure 16. How Do Numbers of Alaska Doctors
anfi Faifbanks paid ﬂea?ly and Dentists Compare with U..Aerage ?
twice as much as Medicare for ) i "
an office visit in 2001, as Fig-

ure 18 shows.

+ Alaskans don't use as
many prescription drugs as
other Americans—mosily be-
cause there are fewer Alas-
kans over 65—but we pay
more. In 2003, the average ¢
price of retail prescripfions
was 25% higher in Alaska.

» Costs of haspitat care went up faster in
Alaska than nationwide from 2000 to 2003—
sa in 2003 average expenses for 2 day in an
Alaska hospital were 42% above the U.S.
average, compared with 30% in 2000,

Figure 18. Costs of An Office Visit, Alaska and U.S., 2001
(Established Patient, 15 minutes)

¥ Private Insurer (Anchorage)

Figure 20. Hospital Costs, Alaska and U.S. , 2000 and 2003

(Expenses per In-Patient Day}

. T

Alaska as % of . S

$1,148 Uu,”zooo 130%,
L 20037 142% .

51 3?1
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Figure 21. What’s Driving
: Health-Care Spending In Alaska?

What's Driving Costs? IT's A PuzzLE

Spending for heafth care in Alaska
increased an average of nearly 9% a year
from 1990 to 2005—and that figure doesn't
reflect the big capital costs for building hospi-
tals and clinics in the state since 1990.

More people and general inflation to-
gether account for only about 40% of that
growth. So what's driving the rest?

Just ahout everybody has an opinion
about what's pushing up medical costs,
here and nationwide. Alaska has some
special conditions—mostly small markets
and high costs in rural areas—but other
possible contributors to high costs are com-
mon to Alaska and the rest of the country.

Some people think the big factors have
to do with our system of delivering health
care. Those include market forces—Ilike
lack of competition, for instance, and lack
of incentives in many parts of the system io
control costs—as well as inefficiencies cre-
ated by the complexity of the U.S. system.

Other arguments related to the delivery
system are that Americans get more medical
care than they need, because most of the
bills are still paid by health insurance. Others
believe, by contrast, that costs of caring for
uninsured people are responsible.

Others blame environmental factors,
especially Americans eating foo much and not
exercising—leading to the spread of diabetes
and other conditions requiring more care.

Still others say the growth has to do with
changes in treatments and technology—treat-
ing conditions at lower thresholds (like the
recent drop in the cholesterot level at which
doctors recommend treatment); more effec-
tive but costlier freatments and prescription
drugs; and more complex technology.

Other arguments have to do with chang-
ing demographics and a shift in the kinds
of illnesses treated. Americans are getting

older, and older people need more medical

care. Also, some point cut that

decades ago, more of —
the illnesses treated §
were acute—like influ-
enza—and the patient
either got better or died
in a fairly short time.
Now, chronic illnesses
and
—like y. -
blood pres- %;;‘,@'-‘-"M
sure—are}

and  require s
long-term
treatment,

And many Americans
link high costs to behavior of °
drug companies, the insurance industry, the
medical and legal professions, and individual
Americans. Such behavior would include,
for instance, insurance and drug companies
making high profits; doctors overbilling gov-
ernment programs; and patients filing law-
suits—causing doctors to practice “defensive
medicing.”

Probably there are other opinions we
haven't discussed here. We're not endors-
ing any of them, but merely pointing out that
many things could be confributing to rising
costs—and it's a puzzle how all the pieces
fit together. We will learn more as we study
Alaska's health-care system. But for now, we
want to emphasize that the answer to what
is driving health-care costs is not simple, and
finding solutions won't be simple either.

ENDNOTES

1. Our estimates are based on the Center for Medicare and
Medicaid Services' definitions of personal health care spend-
ing. See hitp:/www.cms.hhs.gov/NationalHeaithExpend-
Data/01_Overview aspiTopOfPage. We have also included
insurance costs, to capture the expenses paid by employers
and empioyees.

2. 1SER Research Summary No. 53, “The Cost of Health Care
in Alaska,” December 1292.

e,
ea 5 lawstu ;

3. The decline in state share is expected to amelicrate some-
whal beginning in FY 2006, due t> a decision by the Sth District
Appellate Court to disaliow the Fair Share program that en-
abled tribal hospitals to receive a higher reimbursement than
non-tribal hospitals for uncompensated care.

4, U.S, Census Bureau figures from the Current Population
Survey classify Alaskans with coverage only through the Indian
Health Service as “uningured.” We have adjusted those figures,
separafing those with 3HS-only coverage from the uninsured. The
adjustment is based on methads of the University of Minnesote's
School of Medicine, State Health Access Data Center.

5. American Acadamy of Pediatrics figures for uninsured Alaska
children are adjusted .S, Census figures, separating children
with IHS~coverage only from the “uninsured” category.

6. National Academy of Sciences, Hidden Cosls,
Vaiue Losk: Uninswrance in America. Avallable at:
htiptwww aap.edufcalalog/10718ml - Public subsidies for
uncompensated care are ifustrated in the State of Alaska's FY
2007 budgel request, which incluges $27 million to help Afaska
hospitals pay for uncompensated care.

7. In 1999, for example, health-care spending for Americans 75
to 84 was seven fimes higher than for those 18 and under.

8. See note 6.

9. United Health Foundation, America’s Haalth Rankings, 2005
edition.

10. See Chapler 3in ISER report, Status of Alaska Natives
2004, May 2005

11. Qur original figure for number of dentists per 10,000 in
Aaska was incorrecl. We thank researchers at Health Plan-
ning and Systems Development in the Alaska Depariment of
Social Services for helping us identify that ermor. A separate
addendum, Dentists in Alaska, prepared in March 2007, pro-
vides mors information about the source of the emor and the
correction. See: hitp:/Awww.iser.uaa alaska.edu/Publications/
researchsummA)A_RSS_addendum03_07. pdf
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EXECUTIVE SUMMARY

Why Alaska health care issues must be addressed and solved

Health care is not a goal or end in itself. The ultimate goal of health care and of this study is
health and wellness for Alaskans. Alaskans must identify and improve the aspects of health care
that are under our control. Many health care issues are national, that Alaskans cannot affect.
Therefore, it is even more important to address and solve issues we can do something about.
Furthermore, the demographics of an aging population will put foreseeable pressure on all fronts.

ACCESS
* Approximately 110,000 Alaskans have no health insurance coverage.
¢ Many others have minimal or inadequate coverage.
» Thousands are turning to hospital emergency rooms as a source of primary health care,
often without ability to pay.
* Adequate health care in remote areas is a significant logistical, financial and educational
challenge.

QUALITY
* Based on the 2004 National Healthcare Quality Report, Alaska has low rankings in
several key measures of cancer, heart disease, maternal and child health, respiratory
diseases, and nursing and home health care.
¢ Many Alaskans are in high-risk health categories, many are not receiving adequate care.

COST

s Alaska health care costs are approximately 40% higher than Seattle (per Premera,
corroborated by Providence and Alaska Regional)

¢ Medicaid costs to the State of Alaska are rising dramatically, to over $1 billion in 2005. It
is placing a strain on the state budget.

¢ Health care insurance premiums are also rising dramatically, creating a significant burden
on employers and employees.

* Alaska hospitals are losing tens of millions of dollars from uncollectable accounts arising
from excessive emergency room use and they are unable to reduce the amount of
emergency room care provided due to Federal law.

What can we do?

There are four major interrelated factors driving primary healthcare in Alaska today:
1. Health and wellness of the population
2. Availability of care and insurance
3. Affordability of care and insurance
4. Financial health of the stakeholders, such as employers, providers and individuals
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These drivers are currently interacting in a “cost spiral” that is creating a very serious situation
nationally and in Alaska, The rate of increase in the cost of health care is unsustainable—if
unchecked health care increases will price employers out of the market. Already industries such
as automobiles are threatened. We need to avoid similar impacts in Alaska.

We believe that with focus and coordination Alaskans can impact this “cost spiral” positively
through specific actions in the four areas mentioned above:
1. Lifestyle and prevention: Raise public awareness and increase personal responsibility for
wellness
2. Access: Make services and insurance more widely available
3. Quality: Continue improving quality of care that is delivered
4. Costs: Reduce costs of service delivery and insurance to make them more affordable

There are many health care initiatives already underway in these areas by various governmental
and non-governmental entities. Some have proven to be effective and cost-efficient. Others show
significant promise. Health care reform is complex and controversial, with multiple players and
competing interests. Inconsistent tracking and trending create significant factual disputes about
healthcare systems. Any major reform has potential to create both winners and losers.

Given this environment, the Study Group came to three overarching conclusions:
1. The Study Group process itself has been enlightening, educational and productive.
2. Every aspect of health care is complex. Understanding the system and improving it is

The Study Group recommends that an ongoing body be established to continue and
deepen this Group’s work.

! 3 beyond the capacity of any one element within the system.

The time to act is now. Involvement of Alaskans in the health care debate is vital. Reform of
some sort is inevitable, and Alaskans should control it as much as possible to our own benefit.
Since there is no single forum today where the disparate players can come together to agree on
facts, share solutions and craft a win-win for our unique Alaskan conditions, this Study Group
recommend formation of—

The Alaska Health Care Roundtable {“Roundtable”)

The goals of the Roundtable are to continue communication and foster action among parties that
have a long-term vested interest in health care reform. It must set a standard of credibility and
create timely actionable ideas that can gather bipartisan support, get quick approval and become
part of a long-term fiscal plan for Alaska. It would be a sounding board and facilitator for ideas
and recommendations, with a focus on lifestyle and prevention, access, quality and cost.

The core membership in the Roundtable would be self-selecting, comprised of members with a
long-term compelling interest in improving the Alaska health care system. Examples of core
members would be major employers at risk, health care providers and local foundations. A wide
variety of other potential members, resources and ad hoc participants could be included as
needed. Funding would be by voluntary contributions by the participants and the community.
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COMMONWEALTH
NORTH

Resolution 2009-3
In support of continuing the Alaska Health Care

Commission as proposed in Senate Bill 172
April 14, 2009

This resolution is based on the 2005 Commonwealth North study entitled “Alaska Primary Health Care:
Opportunities and Challenges.”

Commonwealth North:
Encourages the Alaska State Legislator to extend the life of the Alaska Health Care Commission
Requests all state legislators to approve authorizing legislation in Senate Bill 172; and

Forwards this resolution to all members of the Alaska State Legislature, Governor Sarah Palin, and Alaska’s
congressional delegation.

Resolved for the following reasons:
1. A body needs to be vested in the long term interest in understanding and improving the system; consistent
advocacy is necessary make needed fundamental changes
2. Through the quality of its participants, and the comprehensiveness and depth of its vision, the body will set

a standard of credibility that will sustain its ongoing operations and facilitate implementation of its
recommendations

Approved by the Commonwealth North Board of Directors
April 14, 2009

heid) L An

David Wight, Presidedt
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MUNICIPALITY OF ANCHORAGE

Department of Health and Human Services

907-343-6718

Mayor Dan Sullivan
SENIOR CITIZEN ADVISORY COMMISSION
February 9, 2010

The Honorable Donald Olson
State Capitol Room 506
Juneau AK, 99801

Dear Senator Qlson,

RE: Letter.of Support for SB 172

The Municipality of Anchorage Senior Citizens Advisory Commission strongly supports the
passage of SB 172, which would extend the Alaska Health Carc Commission until the year 2014.

Health care reform is an issue at the forefront of our country’s executive and legislative agenda.
Regardless of what shape national health care reform ultimately takes, Alaska will still have to
address health care issues in our own state.

The Alaska Health Care Commission will recommend a statewide plan for addressing the
availability, accessibility, and quality of health care for all Alaskans. We need an expert team to
plan for long-term health caré solutions in our state that is supported by our Legislature.

As Alaskans grow older and live longer, it is imperative that quality health care be available and
accessible. The Commission supports SB 172 and urges passage of this important legislation.

Respectfully,

oo %

Dawnia Clements, Chair

Senior Citizens Advisory Commission
6800 Louise Court

Anchorage, AK 99507

CC: Secnator Bettye Davis, Chair, Health and Social Services Committec
Senator Joe Paskvan, Vice-Chair, Health and Social Services Committee

F.O. Box 196650 - Anchorage, Alaska 995?96650 » hitpidfsnwv.muniorg
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March 16, 2010

The Honorable Bertye Davis, Chair

Senate Health and Social Services Committee

Alaska State Capitol, Room 30

Juneau, AK 99801-1182 .
RE: SB 172 (Olson)--Support

Dear Chair Davis:

On bebalf of the members of AARP in Alaska, we encourage you and your colleagues on
the Senate Health and Social Services Committee to support SB 172, authored by Senator

Donald Olson.

As you know, Governor Palin appoiated a Health Care Commission that took on this
enormous responsibility in 2009. Senator Olson serves on that Commission.

SB 172 would basically extend the life of the Alaska Health Care Commission until 2014
and give it responsibility to develop, adopt and implement the recommendations the
0 Commission comes up with.

Alaska and our entire country have entered a period during which many health issues are
being and will continue to be considered. Not all decisions will be made in Washington.
No matter what the White House and Congress do, it is evident that every state will have
to make health care work for its citizens. Indeed, if Congress does not take significant
action, Alaska and the other states will have even greater responsibility to detennine how
we will deal with our own future health care issues. '

As we review the responsibilities of the Commission as outlined in SB 172, it is obvious
to us that this will be one of the most important teams to address issues that touch every
single Alaskan. :

We believe that it is critical that SB 172 passes to allow the Commissioners to take on
thie responsibility, knowing that they will have the support of the Legislature for an
extended period.

AARP requests an “AYE” vote on 8B 172.

Jenrie Chin Hanssn, President )
HEALTH / FINANCES / CONNECTING / GIVING s ENJOYING William D. Novelll, Chief Executive Officer
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Should you have any questions about our position, pleasc feel free to contact me (586~
3637) or Patrick Luby, AARP Advocacy Director {907-762-3314).

Thank you for your consideration.

Sincerely,
et Lrelive
Marie Darlin, Coordinator

AARP Capital City Task Force
415 Willoughby Avenue, Apt. 506
Juneau, AK 99801

586-3637 (voice)
463-3580 (fax)

CC:  Vice-Chair Joe Paskvan
Senator Johnny Ellis
Senator Joe Thomas
Senator Fred Dyson
Senator Donald Olson

Kooz2/002






