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Thank you Sen. Keiser and members of the Senate Health and Long Term Care  Committee.  My name is Adam Thompson, I am the Senior Health Care Policy Specialist at the Progressive States Network, a national non-profit that tracks, promotes, and supports progressive policy change at the state level.  I am very pleased for the opportunity to speak with you today and to provide an overview of health care reform that is occurring in the states and to highlight the most promising steps being taken to ensure all residents have quality and affordable health care.   
My background is in state-level health care reform.  Prior to joining the Progressive States Network, I was the Legislative and Constituent Liaison for Governor John Baldacci of Maine, serving in his Office of Health Policy and Finance.  This Office was responsible for developing and now implementing Maine’s comprehensive health care reform law, titled the Dirigo Health Reform Act, which was enacted in 2003.  
Certainly, health care is an issue of tremendous importance to families, businesses large and small, and to local, state and national governments.  The need for health care reform here in Washington is thoroughly laid out in Section 1 of SB 6221, Washington Health Partnership.  The bill details the problems of escalating health care costs, fewer businesses providing employee health care benefits, more residents without health coverage, and declining health status.  These are all factors in what many people describe as a crisis.  The following are some key facts that detail the growing health care crisis across the United States.

According to the 2006 Current Population Survey, as reported by the Kaiser Family Foundation, 47 million Americans nationwide lack even basic health insurance coverage, including 787,300 residents of all ages in Washington.
  13% of Washington residents are uninsured, ranking the state 21st for percentage of the population that is uninsured.
  
Certainly, being uninsured is not for lack of trying.  Nationally, of the uninsured under age 65, 82% live in a household with at least 1 full or part time worker.
  Here in Washington, 85% of the uninsured live in a working household.
  Health insurance premiums, according to the annual Employer Health Benefits Survey, which is conducted by the Kaiser Family Foundation and the Health Research and Education Trust, have risen at double or three times the rate of inflation and worker’s earnings since at least 1988, save for a couple of years in the mid-1990’s.
  
Since 1999, the percentage of employers offering employee health benefits has dropped from 66% to 60%.  The decline has been greatest among the smallest businesses, firms with three to nine workers, dropping from 56% in 1999 to only 45% offering coverage in 2007.
  Not only are firms dropping coverage, those that do are increasingly shifting costs to employees and their families.  Among the employers surveyed, 45% of all firms offering benefits plan to increase worker’s contributions to premiums, 37% will increase deductibles, and 42% will increase co-pays for office visits.

It goes largely without saying, but a study recently reported in the Journal of the American Medical Association
, confirms that the uninsured are less likely than insured Americans to receive care when they are injured or face a chronic illness.  And, if they do get care, they are less likely than the insured to receive necessary follow-up care, leading to worse health outcomes over time and loss of productivity in the workplace.  

We are experiencing a worsening storm of rising costs, and less coverage.

Certainly, ensuring we all have the health care we need when we need it is a moral issue.  But it is also an economic issue, and one that impacts every family and business.  Families USA, a leading national think-tank and advocate for health care reform, reported in 2005 that the premiums for a Washington family with employer coverage were $1,206 higher due to the unpaid cost of health care for the uninsured.  That cost-shift is expected to increase to $2,144 by 2010.
   

Looking outward, to our peer countries, we can get a clearer picture of the state of our health and of our health care and, ultimately, of what is possible.  We may compete well on the international athletic field, but when it comes to our health and our health care system, we don’t even break the top ten.

A Commonwealth Fund-supported study, reported in the current issue of the policy journal Health Affairs, finds that the United States is last among 19 industrialized countries in deaths that are largely preventable with timely and affective health care.

In fact, despite spending more on health care per capita than any other country, we continue to compare poorly to our peers.  In 2004, 16% of our gross domestic product went to health care, compared to 8 and 10 percent in most industrialized nations. That same year we spent over $6,000 per person.  In France, Germany, Canada, Australia, and the UK, spending per capita was $3,000 or less.
  And these countries have universal coverage, better health status and better outcomes than we have here in the US.  

A Commonwealth Fund report shows that on key factors of a high performance health system – quality, access, efficiency, equity and healthy lives – we rank last or next to last on each factor.  Peer countries included in the study were Canada, Australia, Germany, New Zealand, and the United Kingdom.

We spend more, but we get less.  An important message from these stark comparisons is that we can do much better.
There isn’t one state legislature that is not considering a myriad of approaches to improve the way we do health care here in the United States; from reducing the escalating growth of health care costs, to improving the quality of care, and to increasing access to health care coverage and services.  
Nationally, there is just as much discussion in Washington, DC, but, unfortunately, not as much action as there is among the states.  Filling that void of national leadership are states like your own, showing the way for health care reform.

The fact is, the federal government has largely sat on the sidelines while states have dealt with this crisis.  The State Children’s Health Insurance Program, a federal/state partnership providing children with health care coverage, came about after states began expanding public programs to cover uninsured children.  Achieving improved quality improvement through increased efficiency, promoting best medical practices, and instituting electronic medical records systems.  Developing new public/private partnerships to help uninsured families and small businesses afford health insurance, largely through premium subsidies and rules on insurance companies preventing them from cherry-picking only the healthiest and youngest amongst us.

Washington State is one of those states that is a leader in health care.  Some highlights that are gaining attention in state houses across the country include:

· Legislation in 2007 to cover all children in the state by 2010.  Although many other states are moving down a similar path of covering all kids, Washington is the only state to make it a guarantee, an entitlement, thus ensuring children’s care does not get caught up in annual budget battles.
· Legislation in 2006 requiring cultural competency training for health care providers, an increasingly important step as our country becomes more and more diverse.
· Quality improvement and cost containment measures around health information technology and electronic medical records, evidence-based prescription drug purchasing, and pay for performance.
· The Washington Basic Health Plan has been a model for other states that have developed programs offering premium subsidies for low-income individuals and families.

A nationwide discussion on health care is occurring across the country, in large part because of initiatives moved by state legislators.  In fact, 2007 was one of the most active years for state health care reform in recent memory.  Major comprehensive universal health care initiatives were proposed in California, Pennsylvania, Illinois, Wisconsin, and a framework for reform was enacted in Oregon.  These proposals, in large, are being carried over to 2008.  Health care reform commissions in Colorado, New Mexico, Iowa, and Kansas instigated statewide discussions on the right approach to reform in each state.  Out of these commissions, legislators in those states will consider both incremental steps to improve how we do health care as well as comprehensive health care for all reforms.  California is currently debating a measure much like the 2006 Massachusetts law that has passed the Assembly with the Governor’s support and Prescription for Pennsylvania, proposed by the Governor, is moving incrementally through the legislature.  Notably, the Healthy Wisconsin initiative will be offered again this year after passing the State Senate last June.  
Most of the comprehensive proposals, build on the model of comprehensive reform that has been enacted in Maine in 2003 and Massachusetts and Vermont in 2006.  These reform initiatives build on the current employer-based system of providing health care coverage and, building off the approach used by the Washington Basic Health Plan, seek to make private health insurance more affordable by offering premiums subsidies to residents living below 300% of the poverty line, roughly $62,000 for a family of four.  Additionally, the reforms create voluntary pools of small businesses and individuals to negotiate better rates from insurance companies.  They also leverage additional federal Medicaid dollars by expanding access to Medicaid for families and childless adults.  
While these enacted reforms mark positive steps forward, they do not achieve the necessary guarantee of access to affordable health coverage and are running up against escalating health care costs and inefficient insurance systems.
Maine’s initiative is most identified for its DirigoChoice insurance program, which is provided by private insurance carriers and offers individuals and small businesses comprehensive coverage at market rates but offers sliding scale premium and cost-sharing subsidies to enrollees with incomes below 300% of poverty.  Initially, enrollment in DirigoChoice, which began in January 2005 exceeded private market expectations, but not the public’s expectations.  Currently, the program has around 15,000 members, which is a strong showing for a small state like Maine, but is not solving the uninsured crisis in the state, where roughly 130,000 residents lack year-round coverage.  Because program costs are higher than anticipated and controversy surrounding the primary funding mechanism, the so-called Savings Offset Payment, which leverages cost-savings generates across the health care system, the state is looking for alternative funding measures and is no longer providing subsidies to new enrollees.

Vermont in 2006 enacted a similar approach to bringing more affordable insurance options to the market, targeting individuals and small businesses.  The new Catamount Health program offers subsidized insurance premiums to individuals and employees with incomes up to 300% of the poverty line.  This program became effective November 2007.
  Where Vermont went a step further than Maine was the requirement that employers offer health coverage or pay a fee to the state.  This “pay or play” measure was promoted as a way to ensure shared responsibility.  However, the fee, an annual $365 per employee, is unlikely to be a significant incentive for employers to offer health benefits.
Massachusetts, in 2006, was hailed as the first state to pass universal health care.  The Massachusetts reform was built similarly to the Maine and Vermont approaches of increasing access to Medicaid and providing premium assistance to residents and small business employees living below 300% of poverty.  Massachusetts enacted a similar employer “pay or play” fee as Vermont, but again at a level unlikely to prevent employers from dropping coverage or encourage them to pick it up.  The fee is $295 per employee per year.  On two key measures, Massachusetts went further than Vermont or Maine.  They established a Connector, through which small businesses and individuals could purchase more affordable private insurance that is negotiated on their behalf by the Connector Authority and, significantly, they combined the individual and small group markets, which is projected to reduce individual premiums on average by 15%.    Massachusetts also enacted an individual mandate, requiring everyone in the state to have health insurance or pay a fine that makes the employer “pay or play” fee paltry in comparison.  By the end of this year, uninsured individuals will pay a $912 penalty and couples will pay a penalty of $1824.

To try to make the individual mandate feasible for all Massachusetts residents, the state is subsidizing care for individuals below 300% of poverty, like Vermont and Maine.  Additionally, the law includes a loophole to the individual mandate, allowing the Connector Authority to exempt individuals from the insurance requirement if it deems there are not affordable options available.  Massachusetts, in a way, circumvented its own universal coverage initiative.  The Connector Authority is exempting 20% of the state’s uninsured residents, roughly 65,000 people, from the mandate.
  This was a necessary step, though, for the state to take and shows that the Massachusetts initiative does not guarantee affordable and universal coverage.  

In Massachusetts, an individual earning over 300% of poverty, and therefore not eligible for subsidies, could face total health care costs of $7,100 in the event of a major medical event, when you include monthly premiums, co-pays, the deductible and other out of pocket costs.  For an individual earning $31,000 a year, this would amount to 23% of the individual’s income.  This is not affordable health care by any measure. 
The California measure is very similar to Massachusetts but goes several steps further.  It would increase Medicaid coverage for families, create a Connector program to bring more affordable insurance to the market, but provide subsidies up to 400% of poverty, or $82,000 for a family of four.  While it would include an individual mandate, it would limit premiums to 5.5% of income and include a hardship exemption from the mandate.  
The bottom line in the health care reform debate, at least from the perspective of consumers, is the affordability of health care and coverage. The problem of affordability is especially pronounced with individual mandates. It is not enough to consider premiums only when determining the affordability of health care coverage and the feasibility of individual mandates. All out-of-pocket costs must be included when calculating the affordability of health care coverage. 
As the Blue Cross Blue Shield of Massachusetts Foundation's points out,

An important issue to consider in assessing the quality of health care for low- and moderate-income adults is whether their health insurance coverage protects them from financial risk in the event of a major illness or surgery. Limited benefits and high cost-sharing place more of the financial risk of high health care costs on the individual.

The only true and fair way to ensure affordability of health care coverage for all families, those insured and those uninsured, is to limit ALL yearly out-of-pocket expenses - premiums, deductibles and co-pays - to a percentage of a family's or individual's income.
Through this model, the Massachusetts reform fails at guaranteeing affordable health care for all residents.  So, too, does the California legislation being debated, despite its strong measures to bring universal affordability to the market.  
This discussion highlights one of the key problems with the approaches these states have taken to health care reform.  These reforms largely build on the current system of health care, involving multiple payers, private for-profit insurance companies, inefficient administrative procedures, and disjointed provider systems.  Although each state includes measures to contain health care costs, including promoting best medical practices, improving access to preventive care, reducing medical mistakes, utilizing electronic medical records, creating larger insurance negotiating pools, and improved chronic care management, they do not fundamentally shift the way we do health care while preserving what is vital to our system – choice, control, quality, strong patient-doctor relationships, and access to the best medical services.  To ensure long-term sustainability of health care reform, measures must tackle escalating health care costs.  The director of the Massachusetts Connector Authority identifies this as the key issue before the Massachusetts law, saying recently,

The sustainability of reform depends on our ability to restrain or constrain or moderate the increase in costs.  That’s going to take a huge concerted effort by all players in the health care area.

For these reasons, Sen. Keiser’s Washington Health Partnership legislation and Sen. Erpenbach’s Healthy Wisconsin bill are the new standards and represent the new wave of state health care reform.  These proposals build on what is right and valued in our health care systems and guarantee access to affordable health care for all residents.  They expand choice of providers, encourage better coordination among providers, reduce administrative inefficiency, and protect families and businesses from unpredictable and costly health care.  Through payroll-based financing, health care costs directly reflect a family’s and business’s resources, or their ability to pay, and costs are predictable over time.  Importantly, everyone contributes to the system and pays their fair share, including families, government, large and small businesses.
And, perhaps most importantly, these proposals offer a real promise to do what no other reform has been able to achieve – to measurably reduce the growth of health care costs.  As a Lewin Group independent cost-analysis of Healthy Wisconsin shows, Healthy Wisconsin would reduce health care costs by $13.8 billion dollars over ten years.
  This is a staggering number and betrays how much we are currently paying for in inefficiency, duplication, and catch-up for people unable to afford primary and preventive care and to manage chronic diseases.

The fact that Healthy Wisconsin passed the State Senate last June shows that this approach is politically viable.  The fact the Sen. Keiser’s Washington Health Partnership builds on this approach and expertly adapts it to Washington’s health care needs and system, shows that it is a model for state reform.  Washington and Wisconsin, jointly, are creating the new wave of health care reform that will control escalating health care costs, improve quality, reduce families and businesses health care expenses, and guarantee access to affordable health care.  
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