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Senate Select Committee on Health Care Reform — Milwaukee hearing

IConfirmed Invited Speakers — 20 minute maximum|

GAQ repert — (10:00am — 10:20am)
!; Mike Brady — City of Milwaukee Employee Benefits Manager (suggested by /\,y\b <

g{«:} P office of Mayor Tom Barrett, who is unavailable) o \d‘
? [ . = Speaking to provide background on the GAO report; may discuss other j

related issues / Q

(Cong. Paul Ryan unavailable but will submit statement)
Providers

Wisconsin Hospital Association — (10:20am — 11:00am)
Steve Brenton, President
= Response to the GAO report
= Additional comments on the health care environment in SE WI
» Recommendations for health care reform
Bill Bazan, VP, Metro Milwaukee
= Issues specific to health care in SE WI

Wisconsin Medical Society — (11:00am — 11:40am)
George Lange, Society Board member from the Milwaukee area
Cindy Helstad, Health Policy PhD

SWD = Response to the GAO report
O = What the Society is doing to work on making the system better
» Thoughts on what the state can/can't do %1&3 o

Other experts N. /T"“*

pé A
) John Torinus, CEO, Serigraph, Inc. (11:40pm
» Insights on health care cost drivers

= Private side, market-based solutions
YN 5«.&\\,:3‘% _@\-'Q

12:00p

illmar, Diversified Insurance Services, Int:
Former CEO, TE Brennan Company
Insights on health care cost drivers
Background on employee-sponsored healthy lifestyle programs

Serves on MMAC health committee &
uss*' ¢ oeb ’
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Competition and Other Factors Linked to Wide Variation in Health Care Prices”

Testimony of the Honorable Tom Barrett

Mayor of Milwaukee
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Chairwoman Johnson and distinguished Members, thank you for the opportunity to
present my views for consideration by the health subcommittee today. I last addressed
this committee in July of 2002, when I spoke to you about an amendment I offered as a
Member of the House Commerce Committee. The bipartisan Wilson-Barrett amendment
reduced geographic disparities in Medicare physician payments. I am pleased that our
amendment became law and brought much needed relief to low reimbursement states,
like Wisconsin. And thank you for scheduling this important hearing on the Government
Accountability Office’s (GAO) report on geographic differences in health care prices,
costs and spending. It is an honor to meet with you again, this time as Mayor of
Milwaukee.

In May of 2002, Representative Paul Ryan of Wisconsin’s 1% District and I requested that
the GAO conduct a study of variation in health care spending in response to mounting
concerns over the rapid growth of health care costs. Representative Ryan and I heard
from constituents, including individuals, businesses, and employee groups about soaring
medical expenses and double-digit increases in insurance premiums, including significant
increases in the Federal Employees Health Benefits Program (FEHB). In reviewing these
concerns, we noted that the burden of high health care spending was not evenly
distributed throughout the country; that employer health care costs can vary substantially
even among cities in the same geographic regions. It was our hope when we made the
request to the GAO in 2002, that we would find the means to reduce the burden on areas
with the highest cost and we may learn how to better control overall health care expenses.
We have a lot to talk about as a result of this report, and I want to thank the GAO for its
efforts.

The report clearly identifies that hospital prices, doctor fees, and other health care costs
are higher in southeastern Wisconsin than the national average. Other local and national
reports, including the recent Mercer report, and the Greater Milwaukee Business
Foundation on Health have also concluded that metro Milwaukee’s health care costs
exceed the national average. Most of us engaged in this discussion throughout Milwaukee
and Wisconsin agree on that basic fact. We even may agree on many of the causes of
high health care costs. Where we are likely to differ is how to control costs; to slow the
trend of skyrocketing expenses; and increase affordability without losing the quality of
health outcomes for which Wisconsin is known.

Accordm _ e rthe-highe XY,
4 utable to the m@mu@;@g@j health services, W,gher prlces char :
' AFdRospitals and “pr0V1der concentration” and subsec uenﬁa
When “?eonmder what was not included in the GAO’s
£ he-problem-has-not-been.studied;.and tha SOllOS based on therport s
conclusmns W1ll not.lead us to better alternatives. In order to give US a cOMplete picture.
e e et 5 s
of Mllwauﬁee and Southeastern Wisconsin's health costs situation, I beligve that analysts
must evaluate other drivers of healthreare costs including Medicare icare and Medicaid
reimbursement, healthcare for the uninsured and the undennsured ethnic and racial
WS with poor health outcomes that lead to more significant treatment; the price of —
prescripfion drugs, thenirsing shorage. behavioral health, medical technology and
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and others mustbe considered before we can accurately diagnose the causes and” o
prescribe the cures. Iam pleased, though, that this report has generated so much distogte—wae

inten

ifying discussions as a result of this study

problem. Perhaps the GAQ staff is.walling a.help
 the table here 1 Wisconsin by taking another-look at-the other factors that
have Kept Milwaukee and Southeastern Wisconsin stuck in a high cost environment.
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There is some good news, though; that over the curse of the last few years (and since MW&«:;
Representative Ryan and I made our request to the GAO), s.t\riiies have been made in w Ny ~ES
M_il_v\wflukee and Wisconsin to improve quality, provide transparency, and plan for new o (o, "%
ways to reduce core costs.” Employers i Milwaukee and around the country are

; W)
ecoming Tiore aware of the value of disease management.sery isk assessment and _ﬁ___-—,
wellness programs. Stifl, the Me . - —

e Mercer Health & B nﬁs survey, _- JUSTIASL A s W
«eporied that the cost of providing health benefits in Wisconsin rose 9.9% this year — 31% = ool
| AV e

more than the naflonalaverace. And that 15 simply not acceptable.

There remains, then, the need to shed light on a discreet set of issues. As the CEO of the

largest city in the state, I will bring together those in Wisconsin, many of whom are in

this room today, who have already contributed much to the healthcare debate, and who

can help to determine the broader questions that gre still lingering as a result of the GAO,.

report. BERAAR: 5 R Mk,
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Thank you again for this opportunity. R Kb, -
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Wisconsin Hospital Association Statement i !
Prepared for the Senate Select Committee on Health Care Reform ' \
Tuesday, April 11, 2006 ‘m \¢
Milwaukee, Wisconsin A Valved Voice

The Wisconsin Hospital Association’s statement covers three specific topics that are the focus of
this hearing:

1) Observations about the Government Accounting Office (GAO) report—GAO-05-856;

2) Concerns about the unique and problematic characteristics of the health care
environment in southeastern Wisconsin, especially Milwaukee; and

3) Our recommendations regarding current and future health care reform initiatives that can be
fostered via a bold and proactive transparency agenda.

1) GAO Report 05-856

Our first observation is that this report has been widely discussed without actually being widely
read by many pundits. The report’s focus on physician and hospital prices, as opposed to actual
health care costs, has created a hugely misleading snapshot of overall Wisconsin health care
spending.

This GAO report places heavy emphasis on physician and hospital prices and compares Wisconsin
metropolitan areas with metropolitan areas across the nation, drawing the reader to conclude that
something is amiss in the Badger State. But a reader who analyzes the entire report comes to a far
different conclusion about Wisconsin health care costs, using the GAO’s own analysis.
Specifically, well into the document, GAO staff note that provider prices have only a marginal
impact on actual spending. And unless one factors in the volume of services consumed, there is
an incomplete picture of dollars being spent on total health care services. Another way to look at it
is, five widgets purchased at $5 ($25) are less expensive than seven widgets purchased at $4 ($28),
even though the price of the individual widget may be less. Indeed, the GAO itself states that only
about one-third of total cost differences are the result of unit prices.

We noted last year that the GAO report, using five-year-old data, concluded that the La Crosse
metropolitan area is the “priciest” in the nation. But the GAO’s own chart (page 65) tells a far
different story. When the focus is on actual spending, ro Wisconsin metropolitan area is found

among the top 20 hlghest spendmg areas in the natlon The report does conclude that spending
. er. thanthe

natlonal average But that s a far cry from medla and pundlt speculatlon N

Also of note, the GAO used national preferred-provider organizations bidding on small numbers of
employees in each local market. Many businesses located in these markets are able to obtain larger
discounts because of the greater volume of employees they can deliver to a local provider. This is
another methodological issue that needs to be understood in examining the report.

-1-
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Medicaid Cost Shifting Not Considered

We also know that the GAO report is seriously flawed in that it fails to account for ongoing and
worsening hospital and physician cost-shifting due to Medicaid underpayment. We know that
Wisconsin Medicaid payments are among the very worst in the country, paying providers pennies
on the dollar for actual costs incurred caring for patients. This “hidden tax” is a significant cost
driver that is not accounted for in the GAO Study.

From 1997 to 2005...just eight short years...Wisconsin Medicaid hospital reimbursement dropped
dramatically from 82 percent of cost to 49 percent. Government’s role in health care reform
should begin with paying the cost of its own program.

The Medicaid cost-shifting issue is particularly severe in the greater Milwaukee community
where a handful of hospitals care for close to 40 percent of the state’s total Medicaid
population. While the average Wisconsin hospital has about 10 percent of its patient base paid for
by Medicaid, the Milwaukee average approaches 30 percent, and for two hospitals exceeds 40
percent! Cost shifting is a huge factor in hospital and physician pricing and its absence in the GAO
report is a major public policy shortfall.

Here’s the Real Story

Here are two examples of more current and comprehensive data that tell 2 much different story
about health care charges and spending in Wisconsin. The conclusion: employers in many
Wisconsin metropolitan areas are charged Jess than counterparts in the rest of the nation. And
Wiscgnsin is a veritable bargain for the federal government when it comes to Medicare spending on

edicare beneficiaries. B

2004 Estimated Medical Charges — Full Commercial Population
(not just federal employees)

Metro Area Per Member Per Month
Billed Char
Green Bay $338.96
Wausau $340.93
Appleton — Oshkosh — Neenah $351.63 )
Eau Claire $371.90 f ) éf;‘%j
Janesville-Beloit $383.32 &L
Sheboygan $386.83 : -
Racine $396.45 i) .§Z
La Crosse $403.09 6\ §Q
Madison $407.40 )
Milwaukee — Waukesha $449.64 ! N
Chicago $467.18 Ly \%
Source: Milliman USA — based on actual 2004 data 4 /

2.




Medicare Spending Per Beneficiary — 2004

Location Total Annual
Medicare Payments

USA $6,611 - %
Wisconsin Total $5,407 %ﬁ
Appleton $4,364 o S |
Green Bay $4,819
La Crosse $4,444
Madison $5,213
Marshfield $5,779
Milwaukee $5,995
Neenah $4,974
Wausau $5,150

2) Unique and Problematic Characteristics of Health Care Environment in Southeastern
Wisconsin

There should be no debate over the fact that access to primary health care services in the Greater
Milwaukee Area is in a state of profound crisis. And like education in Milwaukee’s public school
system, this must be acknowledged as an issue of statewide significance. The time has come to
shine a bright spotlight on the specifics of this crisis and the fact that identification of solutions must
be a statewide public policy priority that requires engagement by the Doyle Administration and by
the Wisconsin Legislature.

Considering the following:

v' Milwaukee’s four Federally Qualified Health Centers (FQHCs) are “bursting at the seams”
and regularly refer patlents to hosp1ta1 ERs One clinic alone refers 60 patlents per day, five
days  pery L s :

\,.,N AR

T

" ~/ Bad debt and charity care numbers now exceed $160 million for the nine Milwaukee \
metropohtan area hospltals serving this population.

inpatient admissions. Additionally, the ability of a handful of disproportionally burdene
hospltals to manage the uncompensated care burden is not sustainable. "3\ W %’b%
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Minimally, fixing this crisis will require targeted new state funding that focuses on at least two
initiatives—expansion of additional primary care infrastructure...and...enhanced Medicaid
DSH funding for hospitals that have become de facto “safety net” providers of primary care
services.

3) WHA Health Care Reform Recommendations

Here are a few thoughts regarding potential initiatives that can improve access and coverage, and
moderate health care costs.

Transparency

Wisconsin is a recognized national leader in the emergence of private sector initiatives that provide
relevant quality performance data in an increasingly consumer-driven health care environment. The
Wisconsin Hospital Association’s CheckPoint and PricePoint initiatives and the Wisconsin
Collaborative for Healthcare Quality’s health care performance reporting initiative are so well
respected nationally (see “Ahead of the Pack” article in November 2005 Hospitals & Health
Networks magazine) that they are being discussed and replicated by organizations throughout the
country. Importantly, quality, safety and pricing information being reported today represents only
the beginning of a much larger menu of measures anticipated over the next several years.

The Wisconsin Legislature’s recent enactment of the Wisconsin Health Information Organization
(WHIO) is another promising development that will likely provide additional information that can
be used to advance the larger transparency agenda.

There is agreement by virtually all stakeholders in the health delivery and financing environment
that measuring and reporting will lead to greater efficiencies and improvements in patient outcomes.
These developments will have a significant impact on lowering health care inflation and WHA 1s
strongly committed to a bold and proactive transparency agenda. We look forward to working with
the Wisconsin Legislature to advance that agenda with all due speed. We firmly believe that

transparency is the cornerstone of health care reform and a key ingredient in achieving a

- N { _ mo eratlon in health care cgst mﬂatlon

: pot

Addltlona y, there ar€ a vanety of other legislative/regulatory approaches that might be examined
: to advance access and affordability...the desired outcome of health care reform. Those ideas

3 %\l ie"?; include:

SNV

o~ v Governor Doyle S BadgerCare Plus mltlatlve is a pronnsm proposal.iia

0 asmglehealth care sa etynet programaccomphshed by mergmg_b_c,fan;ﬂ,}&Medlcald,

\N \ Q\A& Bg_dgg;ﬂamand«ﬁea&t ; ams. Projected administrative savings combined with
, . )

W\predlcted efficiencies associated with enrollment in HMOs could largely finance an

=rexpansion of families eligible for coverage under the ‘rogram to 200% of the federal

E e

additional study and discussion. The initiative suggests charging a working group with
exploring the creation of a reinsurance program for small businesses and individuals that
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1scuss beforeth smmatlvelsready for 1mp ementation, but the notlon of looking at

specific models already working in other states like New York deserves our strong support.

v" The State of Wisconsin must recognize income tax deductibility of Health Savings
Account contributions. HSAs may not be the entire solution to access and coverage issues,
but they represent a real opportunity, especially for individuals and small groups. Our own
association’s experiment with an HSA has proven to be hugely successful and welcomed by
our employees and their families.
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Wisconsin Medlcal Society
Your Doctor. Your Health.
s E
=ns A0S
TO:  Members, Senate Select Committee on Health Care Reform
Senators Alberta Darling and Carol Roessler, co-chairs _ O q/ - )/C‘.Ag g;;.é*

FROM: George M. Lange, MD, FACP

DATE: April 11, 2006

RE:  Health Care Costs, Quality and Access

On behalf of more than 11,000 members statewide, thank you for this opportunity to share the Wisconsin
Medical Society’s thoughts regarding an issue so vital to every Wisconsin citizen: the rising costs of
health care. We appreciate you holding this hearing, and hope it is just the first of many collaborations
where physicians can work with our health policy leaders in finding ways to prov1de our state’s citizens
with the highest quality health care at the most affordable cost.

Joining me this morning is Cindy Helstad, PhD, RN, who has both broad and deep knowledge about the
Society’s efforts in health care policy. Please feel free to ask either of us any questions following these
brief comments.

General Accountability Office Report 05-856

Attached to this testimony you will find Society EVP/CEO Doctor Susan Turney’s testimony to the
House Ways and Means’ Health Subcommittee regarding the Society’s concerns about the GAQ’s
methodology and subsequent findings. While the Society continues to have questions regarding the
report’s accuracy, we want to emphasize thaf we believe that growth in health care costs is a critical topic
in need of discussion and action. Higher costs often means less access to care, which in the long run
means Wisconsin’s citizens are less healthy than they could be.

Wisconsin Medical Society Efforts On Cost, Quality and Access

In the last two years, the Society has developed a strategic plan focused on health care cost, quality and

access, the three main tenets of our 2003 plan for Health System Reform. L would like to highlight a few
~ofthe-tmitratiVes we nave undertaken.

;‘é 1. Wisconsin Health Information Organization (WHIO)

“L The Society is a founding member of the Wisconsin Health Information Organization, or WHIO.
S X WHIO can help us begin talking the same language by pooling claims data across the delivery e
S3 stem&aﬁh@g&mgg&;gglmgggm@gmosfs payments and d1scqqnts we canhegmbokgpg

R

ation of services across an episode of care for Same diagnostsy Whgie variation: ex1sts We

A PR RO O AT AL Y . o

330 East Lakeside Street » PO Box 1109 « Madison, WI 53701-1109 * wisconsinmedicalsociety.org

* Phone 608.442.3800 « Toll Free 866.442.3800 » Fax 608.442.3802



Testimony — Senate Panel on Health Care Reform
April 11, 2006
- page 2 -

Historically, the Society has not been at the table to offer solutions affecting unnecessary utilization.
That has changed. We are committed to being part of the information-gathering solution rather than

simply criticizing others’ proposals.

our effort?

J WhatcantheGovernment do to help
. Support data collection from insurance companies, including Medicaid and Medicare data,
ZE S R
for the WHIO initiative. .

rf\ f’B
@ Help align ﬁnancing and anment incentives to prevent illness. :
W'

Over the past year, we have had continued discussions with David Riemer and Representatives Curt
Gielow and Jon Richards about the Wisconsin Health Plan. Th% Sogjety has been a leader in bringing
peopto gether to discuss their health reform proposals. The November 2005 issue of the Wisconsin
~¥fedical Journal provided miormation on federal, state, and local health care reform proposals. In
addition to working toward finding a health system reform proposal that would decrease the number
of uninsured and have acceptability by the public, we have also been developing a basic set of health

‘e benefits that would be standard for a{l WisconSin rest

What can the Government do to help with the Society’s work on general reform?

) Help us determine if it is politically feasible to take a hard-nosed position about limiting the
availability of care in order Tor more people to Nave access 1o Nealth care.
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3. Society Annual Meeting — Efficiency Proposal

The Society is a policy-driven organization. Every year at our annual meeting ideas are brought
forward related to health care policy and a House of Delegates votes on the idea. This year’s annual
meeting — held just this past weekend in Madison — saw Late Resolution 16 come before the House.
That resolution, also attached to this testimony, points out a chronic problem in the everyday practice

medicine that slows down efficiency and creates problems for both physicians and their patients.
A

fferent insurance plans have different pharmaceutical formularies, which often change over short

pegiods.oftime. Keeping track of which drugs are a part ofeacthpatient*s-tasuramce Pla is-an
administrative headache, and makes it d1fﬁcu1t for physicians to help control costs in this area. If the

overnment could collaborate with ians, pharmacists and insurance companies in this area, a
sblution might be found~OTr resolution ca]lq for formularies to be available and’ﬂf?&‘é'fmme’.”wmm
is is just one example of what physicians think about when considering ways to better the health
{ care delivery system. ,~
I4
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What Government Can Do Generally

As the Society resolution on formularies shows, Government does have a potential role in addressing
cost, quality and access concerns. The Society believes this power should be used to inspire better public-
private communication on how to improve the health care system. WHIO is another fine example —
collaboration likely yields better outcomes versus mandates.

The State should resist the temptation to regulate our way out of this problem; instead, the State should
use this hearing as an example of a better way to go about finding solutions: gather as many collaborators
as possible to discern information that advances understanding about controlling costs and improving
quality, then move forward on those ideas.

Again, thank you for this opportunity to provide our thoughts.
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PDAs therefore be it

LATE RESOLUTION 16 - 2006

Subject: Improving the Formulary Deviation Request Process for Everyone
Introduc¢d by: Daniel Sherry, MD on behalf of District 7 Caucus
Referred to: Health Insurance Coverage & Access

H

greas, Busy physicians are being asked to fill out formulary deviation request forms daily by insurance
dpanies; and

fhereas, Many insurance companies do make it very clear what the formulary alternatives are when a
pfescription is denied as being “nonformulary”; and

ereas, Physicians are not reimbursed for their time filling out formulary deviation request forms; and

ereas, Valuable physician and staff time that detracts from taking good care of our patients is wasted

{trying to track down formulary deviation request forms, alternative options, and then filling out the forms;
/ and

Whereas, The insurance companies benefit financially from having a formulary with limited choices and
should do more to minimize time wasted by physicians; and

Whereas, The State of Wlsconsm has already demonstrated how to prov1de a decent formulary online,
viation request forms online, and by offering their formulary.on the popular PDA program

called Epocrates for 1ts Med1ca1d BadgerCare and SemorCare programs and

S /

Whereas, If patients and physicians could easily find online or via Epocrates an insurance compag
formulary; and

Whereas, It is in the best interest for physicians and insurance companies to make this process gg
efficiently for their patients; and

RESOLVED That the Wisconsin Medical Society supports r
companies doing business in Wisconsin provide:

onhnean

gk

¢ That the forms faxed to the physician’s office by the insurance company contain all of the
patient information, insurance identification numbers, claim number and other relevant £
pat1ent mformatlon that the insurance  company fes needs S0 that the phys101ans and the1r staff
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Health Care Challenges in Southeastern Wisconsin

B:E.

those challenges. In many cases our health care systems are partnering with other organizations, =2 ;.

both public and private. In other cases we are going it alone. Given the low rate of Medicaid L GO L)

reimbursement (currently at about 49 cents for each dollar of costs) and the growing number of
uninsured and underinsured, the challenges are daunting.

he Mi County Gen %mmncaﬂmgw: From GAMP’s beginnings in
1996-97, our hospitals have partnered with Milwaukee County and the State in providing true
safety net coverage and services for nearly 28,000 residents of the county annually. GAMP is not
an entitlement program...the money is the money! In order to keep GAMP operating for some of

ost needy residents of'the county, our health care systems are partnering with the county

both in terms of financial assistance ($5.5 M donation over two years to help the county with
establishing two 8 bed respite care units and a crisis center for residents with mental illnesses)
and in providing health care services to GAMP patients for nearly six months each year without
reimbursement at all. This is to ensure that primary care clinics, pharmacies and specialty
physicians are reimbursed throughout the year.

The lack of primary care capacity in Milwaukee County: GAMP, Mediczﬁd and uninsured
patients have tremendous challenges in finding a primary care home in Milwaukee County.
Instead, they look to hospital emergency departments as their primary care provider. Not onlyﬂi !
does this cause profound backups in the emergency department, it also puts a strain on those ' ;‘)
patients who truly have emergent care needs. The health care systems of Milwaukee County é:’:%*«i;?"“h
have formed three years ago a Primary Care Alliance that includes these systems as well as the 4 |~

- care capacity for the most needy of the county’s residents. With assistance from the health =
- Systems, two new clinics will open up one on the south side (1 6™ Street Community Healfi™=

Center) and one on the north side (Milwaukee Health Services): I aqamnsome of our health
systems are assisting clinics operationally (Westside Health Care and F amily House to name two )A“

h 1. . ] . f; @ "&\ A b — S‘ap%
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Federally Qualified Health Centers in the county. The Alliance’s purpose is to increase primary Sy i

&5 U FmmeSces 3 3;‘%

5 / WSC of my testimony today is to present an overview of the health care challenges in  _gvatiis

southeastern Wisconsin and the manner in which our health care systems are attempting to meet ~ 0\GuAD
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Meeting the oral health/dental crisis in Milwaukee County: Madre Angela Dental Chmc
serves 1400 dental encounters per month for uninsured, GAMP and Medicaid patic e

14

A

dental Clinic grew OuToT 4 joint venture between Columbia St. Mary’s, Covenant, and Aurora

health systems who are committed to providing dental services to those most in need who cannot

find a dentist. In addition, Madre Angela is working with the Milwaukee Public School system in

providing dental sealants and oral health examinations to school children. Over 5,000 children
ave been served. In addition to financial support the health systems are also providing human

resource support in terms of volunteers grant writing,

b L A

~"Medical care for Katrma evacuees In the fall of 2005, nearly 1000 evacuees, men, women and
children, came to Milwaukee because of the devastation to the Gulf Coast due to hurricane
Katrina. All hospitals in southeastern Wisconsin stepped to the plate to assist in the medical care
of the evacuees. Medical supplies, pharmaceuticals, prescription drug services, specialty
physician services, primary care and in-patient services were provided IMMEDIATELY AS
NEEDED without questioning whether or not these services would be reimbursed. One hospital

A

g{/g* even made their transportation vans available to help evacuees get to the hospital and to spemalty

509,

physician appointments.

While it is often easy to point fingers and blame agencies and organizations during challenging
times, it is also important to recognize the positive effects that are going on. Our Wisconsin
Hospitals have strong ties to their respective communities and provide community services that
often go unrecognized. When communities work together in partnership, needs are met and
problems get solved. It is the hope of the Wisconsin Hospital Association and its member
hospitals and health care systems, that all sectors of society recognize the need to work together
on issues that effect us all.




