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Many people believe that health care policy is too
complex for the average consumer to understand.

o S . . 1 in’t r that big.
While it can be confusing, it is not as challenging as it tp closeaintnever that big

seems. This is our health policy module for student, -~ Bob Dylan

intern and volunteer training at the CT Health Policy
Project.

What looks large from a distance,

There is no need to memorize statistics; health care changes too quickly. They are
offered to suggest trends and general themes.

Outline:

A) Public insurance -- Medicare and Medicaid/CHIP

B) Private insurance

C) The uninsured

D) Health care financing

E) Health care reform —what happened, what it means

F) Role of states

G) Advocacy —or what busy people can do about all of this

A) Public Insurance

There are two big public health coverage programs in the US —Medicare and
Medicaid/CHIP. While they are both government programs, they are very different in
important ways.

Until mid 2010 CT also had a separate program, State Administered General Assistance
(SAGA) which was completely funded by the state and covered low income adults,
citizens and legal immigrants, who are not eligible for Medicare or Medicaid. Last year
CT took advantage of a national health reform provision to move 40,000 SAGA
recipients into the Medicaid program, improving care for beneficiaries and saving the
state over S50 million. Enrollment in this program was 73,975 as of July 2011.

CT currently operates two small, state-funded coverage programs both for uninsured
state residents. Charter Oak was created by Governor Rell in 2008 as a coverage option
for uninsured residents. Charter Oak
includes higher cost sharing — copays, premiums, deductibles and a lifetime cap on
benefits —and a lesser benefit package. Membership in Charter Oak has been declining;
as of 8/1/2011 there were 9,344 members. The other program is a state option under
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national health reform, subsidized by the federal government — CTPCIP. The program is
open to people with pre-existing conditions who have been uninsured for 6 months or

more. Premiums are high but are subsidized by a federal grant. CTPCIP will end in 2014
when insurers will no longer be able to deny coverage for pre-existing conditions under
federal law. CTPCIP had 18 enrolled members as of 7/1/2011.

Medicare Medicaid/CHIP

How many Americarsnd
CT residentare enrolled?

Over 47.7 million US
571,020 in CT (2011)

Medicaid —68.2 million US
(2010)

574,240 in CT (July 2011)
CHIP — 7.7 million US (2010)
15,400 in CT (Aug. 2011)

Who is eligible?

Age 65 and over
Disabled

Patients with end stage
renal disease

No income limits

Low income children and
families

Low income seniors,
disabled

Children with special health
care needs

Income limits set by states
Note: January 2014 will
include all at or below
133% FPL, regardless of
family circumstances

Entitlement?

Yes

Yes

Stigma, political clout

No stigma for patients
Strong political
constituencies
Generally seen as an
earned benefit

Significant stigma for
families, little stigma for
seniors

Little political strength
Often | inked

What services are covered

Hospital care

Outpatient care
Preventive care

Skilled nursing facility
Hospice

Home health care
Optional prescription plan

Hospital care

Outpatient care

Preventive care

Skilled nursing facility
Hospice

Home health care
Prescriptions

Family planning

Dental

Vision

Mental health

For children—a | | “m
necessary cCa
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set by states

Who runs the programs?

Federal government
through CMS (Centers for
Medicare and Medicaid

States with minimal
oversight by CMS

Services)
Who funds the programs? | Federal State/federal joint funding
Level of flexibility Very little A great deal

How much does it cost
consumerannually?(2011)

Most pay between $100
and $115/month with
deductible, copays, and
coinsurance

There is no cap on out-of-
pocket expenses
Premiums vary for
managed care, prescription
drug and supplemental
insurance plans

Medicaid — little to nothing
CHIP — cannot exceed 5% of
income

How much does it cost per
person total?

$7,439 US, $8,185 in CT
(2004)

Medicaid -- $5,163 US
$7,357 in CT (2007)
CHIP -- $1,972 US (2007)

Annual rate of increase in
per person cost

8.9% vs. 9.9% for private
insurance (1970-2004)

6.4% vs. 9.5% for private
insurance (2000-2004)

How much does the
program cost tote?

$524 billion, 15.1% of total
federal spending (2010)

Medicaid -- $317 billion, 8%
of federal budget and 18%
of state budgets, avg.
(2005)

CHIP -- $8.7 billion, about
70% is federal (2007)

How manyUSproviders
participate in the program?

86% of US physicians take
any new Medicare patients
(2008)

78% of US physicians take
(2009)
Only 57% of CT physicians
accept Medicaid patients
(2009)

Are provider rates
reasonable? How are they
set?

Set to cover reasonable
costs, set by federal
administration
Approved by Congress

Set by states, generally low
US average 72% of
Medicare (2008)

In CT Medicaid rates are
about equal to (99% of)
Medicare rates on average

Future prepects

Medicare trust fund will run
out of funding in 2019, ten
years later due to national

Varies with government
budgets — policymakers
want to spend on these
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health reform programs when the
economy is good and taxes
are up, but that is when
there is less pressure on
health costs and fewer
unemployed/uninsured
Constant tension between
states and feds over
funding

Sources: CMS, Kaiser Family Foundation, State Health Facts Online
, Medicare and You 2011 (CMS), Zuckerman, et al, Changes In Medicaid Physician Fees,
1998-2003: Implications For Physician Participation, Health Affairs, 6/23/04, CT DSS

Medicare and Medicaid were created in 1965 under the Social Security Act. Medicare is

a social insurance program offering a good scope of health care services to seniors and

people with disabilities at all income levels. Medicaid was first created to provide health
coverage to people receiving cash assistance
the years to include other low income and working people. Medicaid is also the largest

funder of nursing home care forseniorss. The St at e Chi | itePograms Heal t h
(CHIP) was added to the Social Security Act in 1997 to expand health coverage to

children.

Medicare is administered by the federal government alone. Medicare has four parts,
each with its own services, consumer costs, funding sources and eligibility rules.
e Part A covers inpatient hospital services
e Part B covers outpatient, physician, home health and preventive services
e Part C, also known as the Medicare Advantage Plan, allows beneficiaries to join
managed care plans to receive their health care services
e Part D is the prescription drug benefit delivered through a choice of 1,875
private plans (2007)
Because Medicar e oavwis aditcludesaoingimanceomoihers,
about 10.3 million seniors in the US have supplemental private insurance, Medigap
plans, that address some or all of those costs. Some purchase Medigap plans directly,
but many receive it as part of retirement benefits. However, the proportion of large
firms offering retiree health benefits dropped by half from 1988 to 2006.
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Federal Poverty Level (FPL) 2011
An archaic standard of what it costs to live in the US, the FPL serves as a benchmark for
many income-related programs. Updated every April, the FPL varies by family size.

Family size 2011 Federal Poverty Level

1 $10,890
2 $14,712
3 $18,530
4 $22,350

2011 Federal Poverty Guidelines, US Dept. of Health & Human Services,
http://aspe.hhs.gov/poverty/11poverty.shtml

Forcompari son, the US Census Bur e aomeinf (
2008/2009 was $64,644.
http://www.census.gov/hhes/www/income/data/statistics/index.html

Unlike Medicare, which is available to Americans at all income levels, Medicaid eligibility
is generally income limited. Medicaid provides comprehensive health services to low
income children and their parents or caretaker relatives, picks up costs and extra
services for low-income elderly and people with disabilities, particularly long term care
services (including nursing homes) which have limited Medicare coverage. However, in
January 2014 under national health reform, all Americans (citizens and legal immigrants)
living in households with incomes at or below 133% FPL will qualify for Medicaid
regardless of family circumstance or age.

While most providers accept Medicare, far fewer accept Medicaid despite the fact that
the program covers over one in four children and 41% of births in the US. In CT Medicaid
covers one in three children and 28% of births. A survey by the CT Health Policy Project
found that just over half of CT physicians participate inthest at e’

Even though the federal government pays at least half the costs of Medicaid services,
states have wide latitude in administering the program, including defining covered
benefits, income eligibility levels, costs charged to families, and rates paid to providers.
CT is a wealthy state, so the federal government covers just half our costs. The federal
stimulus package passed in 2009 temporarily increased the federal matching rate over
60% for CT. National health reform provides higher matching rates for newly eligible
Medicaid beneficiaries. It is estimated that the federal government will pay 92 to 95% of
S t a addit®nal costs to cover new enrollees under national health reform.

Medicaid regulations are complex, but states can gain permission to bend the rules with
state plan amendments and waivers. The processes to gain waivers vary by state, but
the federal government generally requires public input into state applications for

Basics of Health Policy — CT Health Policy Project 5
August 2011

s Medi cai

d

pro


http://aspe.hhs.gov/poverty/11poverty.shtml
http://www.census.gov/hhes/www/income/data/statistics/index.html

waivers. CT state law requires legislative approval for all waivers. This is an important
opportunity for the public to have input into a critical coverage option and a significant
driverof C0 n n e c Hedltlccard ecosomy.

Per person spending in Medicaid varies significantly. Elderly and disabled recipients
make up 25% of the Medicaid population, but incur 67% of expenditures nationally; in
CT elderly and disabled recipients make up 25% of the population but incur 74% of
costs. The elderly and people with disabilities have higher per person costs than children
or other adults mainly due to more intense use of acute and long term care services.
Medicaid funds care for six out of ten US nursing home residents. Only 7% of US
Medicaid recipients use long term care, but they account for 52% of spending. Medicaid
spending per person for children and their parents is far lower than under private
insurance, and it is growing more slowly.

Medicaid is a critical safety net for low income working families. A study found that
every 1% increase in the unemployment rate results in an increase in Medicaid/CHIP
enrollment of 1 million, 1.1 million more uninsured and $3.4 billion more in
Medicaid/CHIP spending. Unfortunately, this happens just when state budgets are tight
(due to rising unemployment and lower tax revenue) giving them fewer resources to
meet the need.

CHIP was added to the Social Security Act in 1997 in response to concerns about the
rising number of uninsured American children. Since CHIP was enacted, the rate of
uninsurance among children living in low income families (200% of the federal poverty
level or lower) has dropped from 23% to 14%. CT was the first state to implement a CHIP
program (HUSKY Part B). States receive a higher federal reimbursement for children
covered under CHIP than under Medicaid (CT gets the minimal match at 65%), providing
an incentive to states to cover children. Most states run their CHIP programs together
with their Medicaid programs providing similar services, but charging higher income
families something for their care. While CT runs its CHIP program together with
Medicaid for families, the two programs have different benefits, different costs to
families and families have different rights. Originally they were linked under the
common name, HUSKY, (HUSKY Part A for Medicaid and HUSKY Part B for CHIP), but
consumers weren't fooled and | earned
programs. Unlike Medicaid and Medicare, CHIP is not an entitlement program —when
states run out of their allotted funding, the federal government will not automatically
provide more. States are then placed in the difficult position of freezing enrollment for
low income children or paying out of tight state budgets. CT has never come close to
using all our allotment; funds designated for CT have reverted back to the fed.s to cover

very

states that haverunoutof money. CT’ s at t e mpto digibke famil@shdve e a ¢ h

been problematic and largely ineffective.
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Optional: Coverage for immigrants

The federal government will not fund Medicaid coverage of legal immigrants who
have been in the US less than 5 years. Many states, including CT, cover recent legal
immigrants with full state funding. CT used to cover all income-eligible recent legal
immigrants but due to budget cuts in 2009 reduced eligibility to only children,
pregnant women and people in institutions. Some states also cover undocumented
immigrants with state programs ; CT does not. For more, go to
http://www.kff.org/uninsured/immigrantcare_linguisticaccess.cfm

Dual Eligibles-

For impoverished older adults, Medicaid supplements Medicare, creating another
eligibility category“ d u a | e | ihtgpi//vwwecms'hhs.fog/RualEligible/ )
Medicare continues to serve as the primary means of health insurance for this group of
older adults. While Medicare pays for short-term nursing home care (less than 100
days), Medicaid pays for long-term care (more than 40% of total long-term care). This
figure can be deceiving, especially to people who are concerned about the perceived
burden of covering impoverished elders. Many believe that middle- and upper-class
elders shield their assets in order to qualify for Medicaid, but there is little evidence to
support this.

For more informatiorg

Kaiser Family Foundation on long term care,
http://www.kff.org/medicaid/upload/Medicaid-s-Role-in-Long-Term-Care-Q-A-Fact-
Sheet.pdf

CMS -- http://www.cms.hhs.gov

Medicare page for consumers -- http://www.medicare.gov

MedPac -- Setting Medicare policy and rates — http://www.medpac.gov
Increasing unemployment linked to increased uninsured and Medicaid/SCHIP
enrollment -- http://www.kff.org/medicaid/kcmu042808pkg.cfm

Kaiser Family Foundation (2010). Medicare: A Primer.
http://www.kff.org/medicare/7615.cfm

Kaiser Family Foundation (201). Medicare Financing: A Primer
http://www.kff.org/medicare/upload/7731-03.pdf

Kaiser Family Foundation (2010). Medicaid: A Primer.
http://www.kff.org/medicaid/7334.cfm

Graduate Medical Education (GME)

The federal government and some states provide a great deal of funding to train new
physicians through Medicaid and Medicare payments to teaching hospitals for direct
and indirect services.

See http://www.cms.hhs.gov/AcutelnpatientPPS/06_dgme.asp and
http://www.cms.hhs.gov/AcutelnpatientPPS/07_ime.asp

B) Private insurance
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Most Americans are covered by private insurance -- 195 million in 2009, according to

the US Census. 170 million of those are covered through theirown or a f ami |y me
employment —a system that is unique in the world and has drawn criticism. That

number is down from 176 million the year before. The percent of Americans with

private insurance was 64% in 2009, the lowest it has been since the Census began

measuring insurance coverage in 1987. 41% of CT firms did not offer health benefits to

their workers last year, up from 36% the year before.

Employer-sponsored coverage is paid for in four ways — by workers, by employers, by
insurers and by taxpayers. CT family premiums grew 8.2 times faster than median
earnings from 2000 to 2007. The share of those premiums that workers pay grew 10.5
times faster than earnings. Health insurance premiums are highest in the Northeast and
lowest in the Southern US. In a particularly cruel twist, health insurance premiums at
companies with more low income workers average 8% higher than at companies with
higher income workers. Workers pay for coverage in a variety of ways, all of which are
termed “ cost rmakes.Motallgdrkerbpgy alptieede tostsyand the costs
for workers often vary depending on which benefit plan they choose.

e Premiums —Set monthly amounts, usually deducted from paychecks, not subject
to taxes. In CT last year, workers paid on average 23% of the total premium for
single coverage and 26% for family coverage.

e Deductible —Set amount of health care costs that workers must pay before
insurance will begin covering costs. Deductibles are generally set (and re-set)
annually. 68% of CT workers in private coverage plans had a deductible in 2010,
averaging $1,201 for individuals and $2,308 for family coverage.

e Copayment (copay) — Flat amounts patients pay for each service. Last year 73%
of CT workers in private coverage had copays averaging $23.81 for physician
visits. Copayments generally vary by service, for instance:

0 Preventive vs. acute care

0 Primary care vs. specialist

0 Generic vs. name brand and formulary vs. non formulary medications

0 By service type --i.e. dental, vision and in some states mental health
services

0 Copays can vary based on provider quality or efficiency measures set by
the insurer

e Co-insurance — A percentage of service costs that patients must pay. Co-
insurance rates averaged 17% for CT workers who had coinsurance requirements
in 2010.

e Annual or lifetime maximum limits — Many policies, especially directly purchased
policies, have limits on how much the insurer will cover; patients are responsible
for all costs over that amount. These limits are becoming more common. As
prices for health care grow, many patients are unaware that they are at risk —
patients are often shocked and financially unprepared to learn what $100,000
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d o e s n'.tmplanentation of national health reform will moderate or
eliminate some of the costs on consumers.

Private insurance terms to know

Community rating | A system of insurance pricing found in some states where
members in a given area are charged the same rate regardless of
age, sex, health history, geography or other personal
characteristics. Most states modify community rating systems
allowing some variation within categories. CT has modified
community rating but only for small group coverage.
Experiencerating |Asystem of i nsurance pricing
health history rather than the whole community. CT allows
experience rating for large groups and individual policies. This
allows insurers to deny coverage or charge very high premiums to
individuals with health problems.

Mental health A legal prohibition against charging different costs or offering
parity different coverage for mental care services than for other health
services. A federal mental health parity law passed in 2009, but
some states, including CT, have had stronger laws in place for
years.

Cost shifting The process of shifting the costs of caring for patients onto
another group. For instance, hospitals are paid less than their costs
for patient care under Medicaid and, consequently, charge
privately insured patients more for the same services to make up
the difference.

Cost sharing Costs of care borne by workers and patients. There is significant
evidence that higher cost sharing, particularly on individual
services or medications, reduces access to care and compliance
with treatment plans.

Capitation A flat payment, usually per member per month, paid to insurers by
employers or government to cover all health care costs. Capitated
payments generally vary by at least age, sex and geography. If
costs exceed that capitation payment, the insurer loses money and
vice versa.

Adverse selection | A theory that people who are at higher risk of needing health care,
due to chronic conditions, family history, personal habits, risky
jobs, etc., are more likely to purchase health coverage and to
assume less financial risk themselves. Insurance companies devote
a great deal of resources to avoiding adverse selection and to
ensure that they are covering a healthier population. This practice

I's often called “cherry pick
Moral hazard A theory that people with insurance alter their behavior because
Basics of Health Policy — CT Health Policy Project 9
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they have coverage, i.e. use more health services than they may
need or engage in riskier behavior than they would have if they
were uninsured.

There is no legal requirement yet that employers cover any employees except in Hawaii.
Under national health reform, in 2014 employers with over 50 workers who do not offer
health benefits will pay fines of up to $2,000 per employee. MA, VT and the City of San
Francisco have laws that assess a fee on employers who do not offer coverage to
workers and use that revenue to cover uninsured residents (more later when we get to
State Health Care Reforms). 41% of CT employers do not offer health benefits, however
that rate varies considerably by firm size. 99% of CT employers with 50 or more
employees offer health benefits, while only 37% of those with ten or fewer employees
do (2010).

Even at CT firms that offer health benefits, only 77% of eligible workers are enrolled.
Reasons for turning down employer coverage vary. Workers may not be eligible (part-
time or temporary workers or have not worked for the company long enough to qualify
— CT workers wait 7.6 weeks on average after starting employment to become eligible
for health insurance), the coverage may not be affordable, it may not cover what they
need, or they may choose to go without coverage.

Insurers and self-insured employers (see below) pay for the costs of care that exceed
the payments they collect from workers. Insurers are also required to have large
financial reserves, generally held in investments, to cover any catastrophic costs of
those they insure.

Taxpayers pay a great deal for private insur
wor kers’ share of -dedecdbletistare @ o resni oagofSgocker € t a X

and premium costs above 7.5% of income (in 2013 that threshold rises to 10%). Tax

credits at the federal level alone are over $200 billion each year, more than half what

the federal government spends on Medicare. People who buy coverage on the

individual market do not share equally in these tax breaks.

Health insurance has traditionally been regulated at the state level, with one very large
exception. Regulation varies significantly between individual policies (few regulations),
small groups (most regulated) and large groups (very few regulations). States vary in
how they define group size. Other regulations include benefit mandates (i.e. requiring
coverage for cancer screenings, contraceptives, or infertility), guaranteed issue and
renewal of policies (insurers have to offer anyone who asks a policy and renew it
regardless of health history, however there is generally no limit on what they can
charge), pre-existing condition exclusions, and direct access to various types of
providers. Many of this variation will end or be modified with the implementation of
national health reform.
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The major exception to state regulation of insurance is self-insured or ERISA plans. Self
insurance is the practice by most large employers of assuming all the financial risk for
worker health benefits. Many self-insured employers hire insurance companies to
administer health benefits, buttheinsurerd o es not take any f
health care needs. Consequently many Americans are unaware that their employer is
self-insuring and that they are not protected by state regulations. The federal Employee
Retirement Income Security Act of 1974 (ERISA) prohibits states from regulating self-
insured health plans. ERISA plans are subject to the much weaker consumer protections
in federal law. 61% of insured CT workers are in self-insured plans (2010).

Implementation of national health reform will significantly shift the balance of state and
federal oversight and regulation of health insurance. Many details of this shift remain to
be worked out.

For more information --

Kai ser Fami heglthirsarance dogetage chartbadk (2009)
http://facts.kff.org/chartbook.aspx?cb=57

Kaiser Employer Health Benefits 2010 Annual Survey

http://ehbs.kff.org

Tax subsidies for health insurance -- http://www.kff.org/insurance/chcm0407090th.cfm
Premiums vs. Paychecks: A GrowingBurden f or Connecti cut ' s
September 2008 -- http://www.familiesusa.org/assets/pdfs/premiums-vs-paychecks-
2008/connecticut.pdf

Kaiser Family Foundation How Health Coverage Works: A Primer --
http://www.kff.org/insurance/7766.cfm

2010 MEPS survey, Agency for Health Care Research and Quality
http://www.meps.ahrg.gov/mepsweb/index.jsp

C) The Uninsured

My t h: Uni nsured people donodt
e i

I
y need

they donét think th t
50.6 million Americans Truth: The vast majority ar e uni nsured beca
went without any health afforditor they are not eligible
coverage in 2009 —17% get individual coverage. Only 1.5% of the uninsured report thgt

the main reason they are unin

of us. 418,000 CT

they need it.
residents lacked health

1

coverage in 2009 —one in
eight.

Who are the uninsured?
e Three out of four uninsured adults are working.
e One in four has a family income under $25,000/year, another 21% have incomes
between $25,000 and $50,000; less than 8% have family incomes over $75,000.
e 65% do not have a college degree.
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e The uninsured are more likely to be self-employed, part-time and temporary
workers.

e Half the uninsured are between the ages of 18 and 34 years.

e Hispanics are three times and blacks twice as likely to be uninsured as white
Americans.

e About half of non-citizens are uninsured, but they are not a large proportion of
the total uninsured as they constitute a small fraction of the total population.

e The uninsured rate varies significantly by geography —between states and even
within communities.

e Many uninsured are in poor health; one in five uninsured adults has a chronic
condition.

e Most uninsured adults are not eligible for Medicaid — Medicaid is mainly
available to families with children, pregnant women, seniors and people with
disabilities.

17.0 .
e US uninsured rate
16.0
15.5
15.0

145 A

percent

14.0 -
135 -
13.0 -
12.5 -
12.0 . . . . . . . . . .
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Why is the rate of uninsured Americans rising?

e Health care premiums are rising more than twice as fast as wages.

e Total family premiums have doubled since 2000 and are now more than a full-
time minimum-wage worker makes in a year.

e 56% of uninsured Americans are not offered benefits at work and another 14%
are not eligible.

e Job creation has been concentrated in small businesses and the service sector —
the least likely to offer health benefits.

e More employers are hiring part-time workers; only 35% of CT part-time workers
are eligible for health benefits

e Previous Medicaid expansions did not reach young adults who are generally not
eligible and the most likely to be uninsured.
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Howdoes it matter if people areninsured?
e [t’s not healthy to be uninsured
0 The uninsured are seven times more likely to forgo needed health care
because of cost.
0 They are six times more likely not to fill a prescription due to cost.
0 Itis estimated that three CT residents die each week due to lack of health
coverage.
e [t’s not cheap to be uninsured
0 Over 14% of the uninsured spend more than 10% of their income on
health care.
0 One third of the uninsured report cutting back on other basic needs such
as food and heat to pay medical bills.
0 Only one in four uninsured adults with incomes under 200% FPL receives
free medical care.
0 When they access health care, uninsured patients are often charged two
to four times what public programs pay for services.
0 62% of US bankruptcies are a result of high medical bills.
0 18% of the uninsured report being contacted by a collection agency in the
past year over unpaid medical bills.
e | t’ s n othehgplohofdommumities when many people are uninsured.
0 Taxpayers fund 75% of the cost of care for the uninsured — $43 billion/yr
0 Communities with high numbers of uninsured have fewer health care
resources including fewer hospital beds and are less likely to offer trauma
and burn care.
0 Public health hazards of large numbers of people who do not have access
to regular health care.

However, it is very important to note that coverage does not guarantee access to care. It
is estimated that in 2007 in addition to the 46 million uninsured, there were 25 million
underinsured Americans, up 60% from 2003. Underinsurance is defined as spending
more than 10% of income on health care or having a deductible that exceeds 5% of
income. Underinsured Americans face similar challenges accessing and paying for care
as the uninsured. 53% of underinsured Americans report missing needed care, in
comparison to only 31% of the insured. Almost half the underinsured report difficulty
paying bills, being contacted by a collections agency or changing their way of life to pay
medical bills. Many take on loans, mortgages or credit card debt to pay for health care.

For more informatiorg

CT Health Policy Project briefs on the uninsured --
http://www.cthealthpolicy.org/briefs/issue brief 53.pdf
and

http://www.cthealthpolicy.org/briefs/issue brief 55.pdf
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http://www.cthealthpolicy.org/briefs/issue_brief_53.pdf
http://www.cthealthpolicy.org/briefs/issue_brief_55.pdf

Kaiser Family Foundation Uninsured Primer

http://www.kff.org/uninsured/7451.cfm

US Census — latest numbers —this is the gold standard for measuring the uninsured
http://www.census.gov/hhes/www/hlthins/hlthins.html

Commonwealth Fund on the underinsured
http://www.commonwealthfund.org/publications/publications show.htm?doc id=6886
15

Racial and ethnic disparities --

Racial and ethnic minorities in the US are more likely to suffer poor health and
difficulty accessing care, even within income categories. While minorities are
more likely to be uninsured, other factors are also significant. For more on these
factors and the effects, go to http://www.kff.org/minorityhealth

D) Health Care Financing

America’s health care syst pagerseachseekingtee nsi ve an
shift costs onto each other. In 2008 Americans averaged $7,681 per person on health
care; that amount is up 50 fold since 1960 and is expected to almost double by 2019.
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Source: CMS National Health Expenditure Accounts,
http://www.cms.hhs.gov/NationalHealthExpendData
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A small proportion of Americans account for a large share of health care spending.
Almost half of US health care spending was used to treat only 5% of Americans with
health expenses over $13,387 in 2004. Seniors average seven times the spending of
children and women average 31% more health care spending than men.

Why is health care so expensive?

e Because we choose to spend more on health care —wealthier countries can
afford to spend more and health is highly valued by consumers

e The US population is getting older but this often-cited factor is estimated to
account for only 2% of the increase in health care spending

e The rising incidence of chronic diseases is a significant driver of health costs.
Obesity alone accounted for 27% of the rise in per capita health spending from
1987 to 2001.

o According to the Congressional Budget Office the major driver of rising health
costs, accounting for 38 to 65% of rising costs, is improving technologies and
services. Some medical advances are critical to improving health outcomes but
some have little or no clinical value. As yet, there is no generally accepted
methodology to determine which are cost effective and should be adopted.

Americans spend more per person for health care than any other country. 17.6% of our
economy was devoted to health care in 2009 and it is estimated to reach 19.8% by 2020,
far higher than in other developed countries. The share of health care spending borne
by federal and state governments is rising as employers drop coverage, charge workers
more, and more Americans become eligible for public coverage due to age or
unemployment. Economists are concerned that we cannot sustain this trend without
compromising other areas of the economy.

Many Americans believe that although we pay more than other countries that we have
the best health care system in the world. In some respects that is true, but overall our
health outcomes do not match the rest of the world in important respects.
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In 2009 America spent over $2.3 trillion on health care.
Where did it come from?

US health spending by payment source,
2010

Medicare
22%
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pocket
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Source: CMS, National Health Accounts, S Kehan, Health Affairs 30:1594, August 2011

Over the years, the proportion of health care paid for with tax dollars has grown
significantly and private funding has fallen. At some point last year, government
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overtook private funds paying for American health care.

% National Health Expenditures public vs. private
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Where did our health cafeindinggo?

US health spending, 2010
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What proposals are being considered to reduce the growth in health care spending?
e Evidence based medicine.
e Wellness, disease management programs and other consumer incentives for
healthy living.
e Electronic medical records and information sharing.
e Improving provider effectiveness —i.e. pay for performance
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e Payment reform —restructuring how we pay for health care services from a
volume-based system to one based on value, bundling payments for episodes of
care or a global payment for each person, based on individual health needs

e Consumer Directed Health Care and other means to make consumers sensitive
to health care prices, to reduce demand for services.

e Policies to assess the relative cost benefit and effectiveness of new technologies
before adoption.

e Reducing geographic differences in treatment that do not affect quality of care.

e Re-aligning payment incentives to emphasize prevention, primary care and care
management and away from episodic, expensive, acute care services.

e Increasing transparency in pricing —giving doctors and patients price lists for
treatments, allowing them to shop for services and use scarce resources wisely

e Restricting physician gifts from drug companies and other suppliers, restriction
or disclosure of physician ownership of medical service providers such as labs,
outpatient treatment centers

For more information-

KFF primer on health care costs -- http://www.kff.org/insurance/7670.cfm
CMS—National Health Accounts -- http://www.cms.hhs.gov/NationalHealthExpendData
Quality based purchasing http://www.valueovervolume.org

E) Health Care Reform

We should resolve now that the health of this Nation is a national concern; that financial bartiers
in the way of attaining health shall be removed; that the health of all its citizens deserves the help
of the Nation.
A President Harry Truman, Special Message to the Congtress Recommending a
Comprehensive Health Program, Nov. 19, 1945

After many years of gridlock and no progress on health reform for generations, last year
Congress passed and the President signed the Patient Protection and Affordability Care
Act (ACA). The ACA offers CT exciting opportunities to expand health coverage, improve
the quality of care and reduce costs. However, it also creates new responsibilities for
our state.

National health reform in a nutshell:

¢ Individual mandate-By Jan. 1, 2014 residents with incomes over the federal
poverty level (FPL, $10,830 for an individual) will be required to have health care
coverage, either through a public progran
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direct purchase. Subsidies are available for people with incomes up to 400% FPL.
Penalties range from $750 to $2,250 per family based on income and will be
enforced by deduction from income tax refunds.

o Employer mandate Employers with over 50 workers will be assessed a fine of
$750 to $2,000 per worker not offered coverage.

¢ Small business tax crésl— Provides refundable credits to some small businesses
(fewer than 25 employees) with low income workers (average wages below
$40,000/yr).

e Medicaid—Jan. 1, 2014 expands Medicaid coverage to all state citizens and legal
immigrants below 133% of FPL (514,404 for an individual) regardless of family
circumstance. This is a significant change to Medicaid eligibility in CT which
currently is limited to children, their parents, elderly and disabled residents. It is
expected that CT1368,000Mewdrierabarsidlanwvaiy 2014 enr ol |
through this expansion. National reform also increases Medicaid primary care
provider rates to Medicare levels for 2013 and 2014, with the federal
government picking up the full cost.

e State insurance exchangeNational reform provides grants for states to develop
an insurance marketplace to help consumers shop intelligently for good
coverage. Coverage offered in the exchange will be affordable with subsidies
based on income, caps on premiums and out of pocket costs. Coverage offered
in the exchange will have to meet minimum standards of coverage and
consumers eligible for premium supports due to income must purchase their
coverage through the exchange. CT has decided to create its own exchange,
using federal start up funding. It is estimated that one in ten CT residents will
purchase coverage through the exchange. The exchange will have to decide
which insurance plans to include and which benefits to cover. The state will have
to cover the cost of any benefits not included in the federal minimum standard
package for the 140,000 subsidized consumers.

e Insurance reforms National reform prohibits denials of coverage for pre-
existing conditions, sets standards for benefit packages to be offered in the
exchange, limits lifetime and annual coverage maximums, and requires insurers
to spend 80 or 85% of premiums on medical care and quality enhancements.
Under national reform, insurers can no longer cancel policies just when
policyholders get sick. Insurers cannot charge more based on sex or health
status— pricing can only be based on age, geography and tobacco use, with limits
on how much rates can vary.

e 1 ff25ga OKATfRNBY (2 ail & 262thdiughSTawdd] LI NBy (G ac¢
one of a handful of states with similar laws, passage of the federal act covers all
employer coverage policies and exempts the benefits from taxes.

o Comparative effectiveness researeurrently new technologies, treatments
and drugs are not tested for their effectiveness before being widely adopted.
Many analysts believe this lack of information is one of the largest drivers of
health care cost escalation. National reform and the federal stimulus package
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devote significant resources for research to determine which treatments are
most effective for which patients.

e Health care workforce National reform includes numerous programs to address
looming shortages across health care fields, particularly in primary care.

e Closes the Medicareprescription drug donut hole by 2020. National reform also
stabilizes Medicar e s funding for an additional dec
overpayments to Medicare Advantage HMOs.

e Taxes on high value health planth 2018, national reform includes taxes on
expensive health plans. The tax is intended to raise revenue and to hold down
premium costs.

¢ Nutrition labeling on menus To help consumers make healthier choices, chain
restaurants will have to post nutritional information, including calories, for their
food.

SustiNet¢/ ¢ Q& KSIFfOGK NBFT2NY AYyAGAFGAGS

SustiNet (http://www.ct.gov/sustinet/site/default.asp) is a plan to provide affordable,

comprehensive health coverage for every CT resident, reduce the costs of care for

virtually all residents, promote health care quality,andi mpr ove t he public’ s
SustiNet passed into state law in 2009. Last year eight SustiNet task forces and advisory

committees and the full Board submitted their policy recommendations on developing a

plan for coverage, and recommendations in diverse areas including patient-centered

medical homes, health disparities, health information technology, prevention, health

care quality and providers, obesity prevention, tobacco and smoking cessation, and the

health care workforce. A SustiNet Board has been created to develop and implement

the plan.

For more information --
RAND analysis of ACA impact on CT --
http://www.rand.org/pubs/technical reports/TR973z1.html

Other state level reforms

In the prolonged absence of progress to reform the health care system at the federal
level, some states developed and implemented reforms of their own. Framers of
national health reform relied heavily on the lessons learned by state reforms.
Massachusetts, Maine and Vermont have been leaders in these reforms. All three states
have long histories of strong public support prioritizing health care issues and important
earlier initiatives to cover the uninsured.

Maine-- Passed in June 2003, the Dirigo Health Plan has provided about 29,000 Maine
residents with affordable, comprehensive health coverage. Maine has a long political
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history of addressing health coverage for everyone. Dirigo is a public-private pool
providing affordable, comprehensive coverage for individuals and small businesses
through a private, non-profit HMO on a sliding fee scale. Maine includes neither an
employer nor an individual mandate. Dirigo is part of a larger reform agenda including
cost containment, quality improvement, insurance market reforms, Medicaid
expansions, and access to care. The plan includes strong disease management and
health promotion initiatives. The plan is funded with premiums paid by consumers,
state taxes, federal matching funds, and assessments on insurers from the savings
resulting from insuring more state residents. Dirigo reforms saved Maine $44 million in
health care spending in the first year. For more go to, www.dirigohealth.com.

Massachusetts- Prompted by the potential loss of $385 million in federal funding, in
April 2006 Massachusetts passed initial reforms designed to cover as many state
residents as possible through a state regulated private pool. As a result of reforms, the
uninsured rate in Massachusetts dropped from 13% to 2.6% (summer 2008). The state
created the Commonwealth Health Insurance Connector to organize affordable
insurance options. Other reforms included Medicaid expansions, increases in provider
rates, insurance market reforms, premium subsidies for low income residents, and an
assessment on employers who do not cover workers. MA is the only state to date with
an individual mandate. Recently the state passed new reforms to contain health care
costs and increased taxes on cigarettes to fund the reforms. For more, go to
www.mass.gov/dhcfp

Vermont—Vermont has taken the ACA option to develop a single payer model reform
system for the state by 2017. The plan includes global cost controls, guaranteed
coverage for all state residents not tied to employment, and a single system of payment
for providers to avoid cost shifting. This plan builds on a lengthy history of expanding
health care coverage for Vermonters under both Democratic and Republican
administrations. For a d e s c singlppayer@lan,gotb VT’ s
http://www.nejm.org/doi/full/10.1056/NEJMp1104562

F) Role of States in Health Care

Responsibility for health care policy is predominantly at the state and federal levels of

government. States have a special role being closer to providers and consumers, closer
to local health care systems and culture. Advocates can have enormous impact in state
level policymaking, because state capitols are closer, have fewer state policy staff who
then have to rely on community resources and information sources, and state elected

officials are more accessible than federal representatives.

States have critical roles in policymaking including:
e License and regulate health care providers and institutions.
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e Limit expansions and reductions in size and services provided by health care
institutions.

e Finance and administer health care for large numbers of residents. Between
Medicaid, state employees and retirees, corrections and safety net programs
state governments are generally the largest purchaser of health care in their
states.

e Regulate environmental health hazards and standards.

e Fund and administer public health programs.

e Set policy and administer important federal health programs such as Medicaid,
Title V and health related block grants.

e Fund and administer safety net programs.

Educate and subsidize the education of health workers in public schools and

universities.

Regulate health insurance and insurers.

Regulate and fund local health departments.

Coordinate and fund electronic health interoperability standards and initiatives.

States are responsible for implementing the majority of reforms included in the

ACA

For more reading —

The CommonwealthFund on st ates’ roles in high perfor
http://www.commonwealthfund.org/publications/publications show.htm?doc id=6764

96

And

http://www.commonwealthfund.org/statescorecard/

G) Advocacy — So what are busy citizens supposed to do with all this? How do you make
a difference?
It s far easier than you i magine.

First, VOTE. | ten'sdd--0f you don’t vote, Foyasmaldon’'t get
sample of how important health care was in the last Presidential race, go to
http://www.health08.org/.

Next, get involved. There are dozens of advocacy groups to join, newsletters to sign up

for, websites and blogs to visit — there is no lack of resources. Finding one that fits your

needs, your values and your interests can be
happy wit h aaygourduesmndsové up iato lsadership.

You can also have enormous impact by getting appointed to state policymaking councils

and task forces. Most have openings and it is not difficult to get appointed. Once you

become a member, itis criticalthatyou s how up and stay active ior
consider it a resume-builder.
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Some general tips on advocacy:

l't's all about relationships. Thi
are. |It’'s about their point of vi
Be polite. These are busy people with a lot of demands on their time and
attention.

Be brief. Get your message down to an elevator ride.

Be helpful. Find out what they need —votes, research, information, an invitation
to your next event, etc.

Be patient. It is rare that a bill or program passes the first year it is proposed.
And generally that is a good thing. The world works pretty well —it should be
hard to change the rules.

Your issue is a priori tThsifcades y ou,
policymakers, lobbyists and other advocates.

Be prepared. Have numbers to justify your position, but stories of people who
are affected and the impact of your issue are far more compelling.

Be persistent. Always follow through. Nothing is more effective. This is the secret
weapon of advocacy.

Things to understand:

The difference between elected officials, political appointees and civil-service
style bureaucrats. They all have important roles, but respond to different
constituencies.

You cannot underestimate the importance of staff. They generally outlast
elected officials. They are fulltimeands t at e | egi sl ator s
luxury of immersing themselves in issue areas. Policymakers rely on and trust
their staffs. They can be your best ally.

Research the system to learn what you really need. Passing a bill is a waste of
time if what you really need is money in a program, or a change in regulation, or
if the bill you pass never gets implemented. Plan with the end in mind.
Consider public opinion. Getting press attention to your issue helps drive
policymaking.

For a state health advocacy toolbox including processes and tools for legislative and
administrative advocacy, budget, coalitions, and media, go to
http://www.cthealthpolicy.org/toolbox.

Now you have all the tools ¢ go make the world a better, healthier place.
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