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Senate Select Committee on Health Care Reform
4-11-06 Milwaukee Hearing

Mike Brady-City of Milwaukee Employee Benefits Manager

O

Submitted written materials: Mayor Tom Barrett’s testimony before the
U.S. House of Representatives Committee on Ways and Means; GAO
Report Highlights; letter from Tom Barrett and Paul Ryan to David
Walker, Comptroller General of the U.S.

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.

There may be agreement on the causes of high health care costs but there
will likely be different ideas in terms of how to control costs, slow
skyrocketing expenses and increase affordability without losing the
quality of health outcomes.

According to the GAO, higher than average costs in Southeastern WI. are
attributable to the greater utilization of health services, higher prices
charged by doctors and hospitals and “provider concentration” and
subsequent lack of negotiating power.

When we consider what was NOT included in the GAO’s analysis, it is
evident that the entire scope of the problem has not been studied; and
that solutions based on the report’s conclusions will not lead us to
better alternatives.

Qand A

O

Roessler: Can you provide examples of wellness and disease
management efforts? '

Response: 10 City Challenge with National Diabetes Association. The
City provides incentives for employees to manage diabetes. Participating




employees met with pharmacists every 30 days to help manage the
disease. The City is waiving co-pays for the diabetic medications.

Most health plans have options available for employees to take advantage
of.

o Miller: The GAO report focused only on federal employees in PPOs.
WIL. is last in terms of federal money coming into the state and likely has
the fewest federal employees. Any assessment of the number of federal
employees in each of the states?

Response: Regardless of the number of employees in the program, the
report is looking at how much the fed. Govt. was paying for those
employees. There is an assumption that other employers who have
employees in the same HMO would be paying the same amount.

Miller: Does the number of federal employees affect purchasing power
that may impact how much the federal government is paying for services
(Maybe other employees in the same network have more employees
enrolled and receive a better deal)?

Response: Not sure one was provided.

o Olsen: We need to look at where the money is going and utilization.

Recommendations

o Analysts must evaluate other drivers of health care costs including
Medicare and MA reimbursement, healthcare for the uninsured and the
underinsured, ethnic and racial disparities with poor health outcomes that
lead to more significant treatment; the price of prescription drugs, the
nursing shortage, behavioral health, medical technology and variances in
prescribed tests; and even the expense of paperwork.

o Other groups the committee should key into:
-SE WI. Business Health Care Group Initiative. .. Diane Kiel
-WI. Health Information Organization (WHIO)
-WI. Collaborative for Health Care Quality
-WPS-Patient Choice Plan (has been in place for 2 years in SE
WI...MKE County uses...rewards people who use high quality, low
cost plans).



-National Leapfrog Plan

-WHA information on website re: quality and cost...beginning of things
that will be of value to consumers.

-Navitus Health Solutions

-Wellness/Disease Management-all employees need to pay attention to.

Steve Brenton, Wisconsin Hospital Association President

O

O

Submitted written comments.

He provided a verbal summary of his written remarks.

The GAO report has been misinterpreted.

Actually, W1 is quite average relative to Health Care costs.

Focus on price verses relative spending is huge. From the 2" paragraph
of testimony:

GAO staff noted 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, 5 widgets purchased at
$5.00 are less expensive than 7 widgets purchased at $4.00, even though
the price of the individual widget may be less. Indeed, the GAO itself
states that only about 1/3 of total cost differences are the result of unit
prices.

The GAO report, using 5 year old data, concluded that the La Crosse
metropolitan area is the “priciest” in the nation. But the GAOs own chart
(page 65) indicates there are NO WI. metropolitan areas found among the
top 20 highest spending areas in the nation.

Feds. don’t have much bargaining power in LaCrosse.

Upset with representation of the impact MA reimbursement has on prices
charged to commercial payers.



o You’ve seen one report...health care is complex, there are many different
ways to look at it.

o FQHC’s are “bursting at the seems” and regularly refer people to ER’s.
o .48 on dollar of costs = MA reimbursement

o The state should pay the cost of the state program. This will lower
premiums for the private pay.

o WHA employees have HAS option but wellness coverage is also
provided. This helps to ensure physicals and other preventative care is
sought.

o 7 health plans are owned by physicians...administrative cost on average
is between 6-8%. Can run up to 12%.

Qand A

Darling: What are the top 3 issues we need to zero in on?

Response:

Utilization-This is the single most cost driver. Aggressive transparency
efforts and having employee have “skin in the game” will have a modest
beginning impact.

MA reimbursement- Need to begin dealing with this issue.
Increase efficiencies-higher quality and patient safety will have an impact.

Darling: How has the increase in BadgerCare/MA enrollment impacted
cost?

Response: If the increase in enrollment is comprised of primarily those
people who were uninsured, we are now getting reimbursement for the
services we provide to them. This is better than getting nothing which was
the case when they were uninsured.

If the increase in enrollment is comprised primarily of those people who
once had private insurance and are now receiving public assistance, the
hospitals and doctors and getting less money.



Darling: Can you give an example of who have taken part in HSA’s at
WHA?

Response: WHA has 46 employees. 42 have HSA’s... WHA fully funds.
First year we haven’t seen double digit increases.

Roessler: Can you help us define utilization. There seems to be good
utilization and bad utilization.

Response: We will take this on as a homework assignment. Key issue is
unnecessary utilization.

Miller: Providers and Insurers don’t want to disclose how much they are
paying...this is considered proprietary information. How can we get to
transparency with this as our market place?

Response: Price Point provides aggregate price information...the average
amount commercial payers are paying. This is the most aggressive effort in
the nation.

Miller: have you compared utilization in other states?
Response: No.

Olsen: Last year health insurance went up on average, 9%. Schools seeing
more like a 20% increase. What, WHA, part do you claim in that?
Response: That should be a question for health plans.

Olsen: Well, question is regarding hospital increases.
Response: Hospital prices are up about 6% but this doesn’t mean plans are

paying for.

Olsen: What are your costs/expenses going up on a 3 to 4 year average?
Response: I will get that information.

Darling: We, as a committee, are trying to figure out why health care costs
keep increasing so much and determine who is profiting.

Recommendations

O Suggestions on bottom of page 4 of testimony:
-Gov. Doyle’s BadgerCare Plus Initiative is a promising proposal that
represents a commitment to expand coverage to uninsured children. The



initiative suggests the creation of a single health care safety net program
accomplished by merging the family MA, BadgerCare and Healthy Start
programs.

-The Governor’s Health Wisconsin Program Initiative also deserves
additional study and discussion. The initiative suggests charging a
working group with exploring the creation f a reinsurance program for
small businesses and individuals that would be designed to cover
catastrophic health care costs.

-The state of Wisconsin must recognize income tax deductibility of
Health Savings Account contributions.

o WIL. is a national leader in cost/quality efforts. Continue work with
WHIO. The Legislature should continue to encourage and support
transparency efforts...we’ve only just begun.

o National report card recently released indicating that WI. ranks 2" in the
nation in patient safety. Very positive...can always do better.

o Support an increase in the cigarette tax to support an increase in the MA
reimbursement rate.

Bill Bazan, Wisconsin Hospitals Association, V.P. Metro
Milwaukee

o Submitted written comments.

o The Milwaukee County General Assistance Program (GAMP) provides
true safety net coverage for nearly 28,000 residents of the county
annually.

o In order to keep GAMP operating, our health care systems are partnering
with the county both in terms of financial assistance and in providing
health care services to GAMP patients for nearly 6 months each year
without reimbursement at all.



GAMP, MA 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.

Aurora, Columbia St. Mary’s, Froedert and the FQHC’s in the county
have formed a Primary Care Alliance. The purpose of the Alliance is to
increase primary care capacity for the most needy of the county’s
residents.

Access to dental services is a problem.
Dental Clinic formed: Madre Angela Dental Clinic serves 1400 dental
encounters per month for uninsured, GAMP and MA patients. Gets

sealants on kid’s teeth.

MA patients cost $600.00 per visit ER visit. The hospital gets about
$125.00.

Want focus on continuity of care: electronic medical records-follow the
person.

Milwaukee hospitals have provided services to 1000 evacuees.
These are the 4 areas where access is critical. To recap: 1. GAMP

services; 2. Primary Care; 3. Oral health/dental services; 4. Medical care
for Katrina evacuees.

George Lange, Wisconsin Medical Society...Society Board

member from the Milwaukee Area

Cindy Helstad, Wisconsin Medical Society ...Health Policy

PhD

o Submitted written testimony and read from the testimony.

o While the Society continues to have question regarding the report’s

accuracy, we want to emphasize that we believe that growth in health
care costs 1s a critical topic in need of discussion and action.



o Higher costs often means less access to care, which in the long run means
Wisconsin’s citizens are less healthy then they could be.

o In the last 2 years, the Society has developed a strategic plan focused on
health care cost, quality and access, the 3 main tents of our 2003 plan for
Health System Reform.

1. Wisconsin Health Information Organization (WHIO)
-This will allow people to start looking at utilization of services across
an episode of care for the same diagnosis. Where variation exists, we
can help drive down costs by reforming what is utilized.

2. Wisconsin Health Plan
-The WMS has been a leader in bringing people together to discuss
their health 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 care benefits that would be standard for all Wisconsin
residents.

3. Society Annual Meeting-Efficiency Proposal
-Different insurance plans have different pharmaceutical formularies,
which often change over short periods of time. Keeping track of
which drugs are a part of each patient’s insurance plan makes it
difficult for physicians to help control costs in this area.

-If the Government could collaborate with physicians, pharmacists
and insurance companies in this area, a solution might be found. Our
resolution calls for formularies to be available and updated online.

Qand A

Darling: How much of your time is spent with Insurance companies verses
patients and how much does this cost?

Response: For my Mental Health I haven’t added that up © 1 support cost
effectiveness but Ins. Co.’s could make it easier on physicians.

Darling: Requested information on publicly owned health care policy.



Darling: Any insights into why SE Wisconsin costs seem high?
Response: The hidden tax issue is huge, i.e. underfunded care.

Olsen: In spectrum of life to death, where is the most money spent?
Response: [ don’t have that information. Can spend a lot of money on
pregnant moms to prevent an unhealthy baby that can cost the community
money for his/her lifetime.

End of life can be costly. A lot depends on the Pwr. of Attorney for Health
Care.

WHIO data will help determine where we are spending money in this state.

Recommendations

o Our resolution calls for formularies to be available and updated online.
-EXAMPLE: If an insurance company won’t cover a Stanton-would
like the insurance company to indicate which stations will be covered-
not just that the initial one prescribed is not covered.

o Continue to support WHIO

o State should avoid the temptation to regulate out way out of this problem;

instead, the State should use this hearing as an example of a better way to
go about finding solutions.

John Torinus, CEO of Serigraph

o Did not submit written testimony.
o $5.0 million health care bill at Serigraph.
o One of the first companies in the state to switch to consumer driven

market. January 1% 2004 is when first started, so about 27 months
experience.



Dental, Mental Health Coverage, onsite nurse, dietician and nurse
practitioner. Rates remain flat while other companies experiencing
increases.

Free wellness and prevention services provided.

Try to do a wholistic job.

699 co-workers on plan.

Philosophy: individual responsibility is essential.

Ask employees to help mange health care costs

Need their involvement/engage people.

Controlling and changing behavior is more critical than discounts.
Need to let market place work.

Serigraph sought to change: (1) Utilization; (2) Lifestyle; (3) Follow
regimes/disease management for chronic diseases; (4) How health care is
purchased.

Have a $1000.00 deductible. 70-80 dollar price arrangement.

Want people to get to the doctor early and often.

They have a very expansive wellness program. Employees get 2 days off
as a reward if certain goals are met or people are working toward goals.

Majority of costs come from a small number of people.
We know who our diabetics are...disease management pays off.
He would like health plan providers to be more proactive in providing

nurses on site, wellness programs etc. Insurance providers are interested
in being re-active rather than pro-actiive.



o Have provided transparency. For example, hip replacements...employee
rewarded for choosing high quality/low cost provider.

o Have chosen not to shift cost to employees...same split as they have
always had...70/30.

o Most plans don’t have many incentives/disincentives.

o Years ago he was part of a workgroup in Washburn County. The County
and schools had no incentives/disincentives.

o Johnson’s Wax has 3 quality hospitals...if an employee chooses a
different one, the employee contribution.doubles.

o Serigraph gives $200 of an employee chooses a high quality/low cost
provider.

o 25% of employees use flex spending accounts at Serigraph.

o Most of the employees at Serigraph not participating in their health plan
are participating in their spouse’s plan.

o 45% of the population in WI. receives public assistance.

Qand A

Darling: Who is making the money?
Response: Thinks that physicians, hospitals and health plans are all making
a decent return. All making some profit but not necessarily exorbitant.

Recommendations

o Honestly, I think reform will start from the private side before the public
payer side.

o I encourage the Legislature and government to put pieces in place and let
the private market place work.

o Putincentives in the public system...this way public employees act like
private employees.



o Mandate transparency. 5500 state employees, why not let the public
know what the state is paying for this.

o Encourage, don’t discourage competition.

o Provide tax incentives for wellness programs and chronic disease
management.

John Rauser, Rauser Agency...WI. Association of Health
Underwriters

o Did NOT provide written testimony.

o Rauser is a small broker of Health Insurance only.

o All clients have fewer than 300 employees.

o Haven’t had $10.00 co-pays in some time.

o They try to design fair, equitable solutions.

o Average cost per employee for small business is $7,000.
o Definition of Utilization... Webster says “to use.”

o Cost of health care is going up because of underlying fundamental things
you can’t change. Ex: Aging population, technological advances, etc.

o You can slow increases but need to figure out how to pay for it.
o 80% of the people pay 20% of the cost.

o Untied Health Care’s smallest two man group has the same PPO as the
large group.

o Supports market forces...be patient and let them work.

o WI. Health Plan and Mass. Plan talk about fair tax/fair share.



o Carriers are working on income-based formulas.
o You think health care is expensive, wait until it’s free.
o He doesn’t think people will forgo wellness, for example with HSA’s.

o The perfect plan would be...no deductible, no co-pay, pay 90% of all
necessary care, 10% co-insurance would be capped at 1 times earnings.

o Utilization patterns change significantly with a high deductible plan.

o For every person in your office complaining, there are 90 clients
managing fine.

Qand A

Darling: What about pooling?
Response: Small businesses are pooled already. Premiums are up because
health care costs are up.

Darling: Who's getting the money?
Response: Everyone is getting some...carriers, providers and physicians.

Doesn’t think anyone is profiteering.

Recommendations

o Tax incentives to make health care more affordable... HSA’s.
o Promote price transparency and competition.
o Push the issue of transparency.

o Fee for service reimbursement arrangements today are dysfunctional.
Humana, the SE Health Care Group of SE WI. are working on outcomes.




Dick Tillmar, Diversified Insurance Services, Inc.

Former CEO, TE Brennan Company

No written testimony provided.

Simple equation: cost is unit price times utilization.

He has made several lifestyle changes in his life.

Every 8 seconds someone turns 50.

Impacts on health care:

1. 20% is genetics

2. 20% is environment

3. 10% is the health care system...what is does or doesn’t do for you

4. 50% is lifestyle

Employees aren’t limited in spending on health care like they are when
buying office supplies.

Recommendations

O

O

Encourage incentives to be healthy; important emphasis

Work with children.

Need more nurses in school systems

25% of people in WI. are obese.

Support transparency efforts.

Support consumer driven health care.

Look at utilization: If cost was the only consideration, we could send

people to India for 5 star care like France. Cost, of course, is not the only
consideration. Need to look at utilization.



David Reimer

O

O

Submitted folder with information.
Wisconsin Health Care Plan

Cost driving mechanisms are not in balance. Containment devices not
working properly.

There is a lack of information, incentives and competition.
Should focus on what area of competition is needed most.
Networks are not competing aggressively in W1

AB 1140 (Gielow/Richards) attempt to put concepts together in a
comprehensive manner.

The plan creates a floor-employer can add more.

The goal is not only to ensure that everyone has healthcare but also to
invest in the economy.




Senate Select Committee on Health Care Reform — Milwaukee hearing

IConfirmed Invited Speakers — 20 minute maximum|

GAO report — (10:00am — 10:20am)

Mike Brady — City of Milwaukee Employee Benefits Manager (suggested by
office of Mayor Tom Barrett, who is unavailable)
« Speaking to provide background on the GAQO report; may discuss other
related issues

(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
» [ssues specific to health care in SE W1

Wisconsin Medical Society — (11:00am — 11:40am)
George Lange, Society Board member from the Milwaukee area
Cindy Helstad, Health Policy PhD ‘
= Response to the GAO report
= What the Society is doing to work on making the system better
» Thoughts on what the state can/can't do

Other experts

>fJohn Torinus, CEO, Serigraph, Inc. (11:40pm — 12:00pm) @@
» Insights on health care cost drivers >
7

= Private side, market-based solutions

John Rauser, Rauser Agency (12:00pm — 12:20pm)
=  Current president of WI Association of Health Underwriters
= Agency specializes in the small business market

Dick Tillmar, Diversified Insurance Services, Inc. (12:20pm-12:40pm)
*»  Former CEO, TE Brennan Company
= Insights on health care cost drivers
» Background on employee-sponsored healthy lifestyle programs
*  Serves on MMAC health committee
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