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One of eight Coloradans has reported
not getting medical care that they need-
ed because it cost too much, according to
the 2013 Colorado Health Access Survey
(CHAS). You might be tempted to think
that most of the people going without
care do not have health insurance. You
would be about half right.

Of the Coloradans who said they didn'c
get needed care from a doctor in the 12
months before the survey because they
couldn’t afford it, about 44 percent were
uninsured. A nearly identical percent-
age, however, had commercial insurance,
most through an employer. The other 13
percent who didn’t get medical attention
because of the cost were covered by pub-
lic insurance, primarily Medicaid, Medi-
care and Child Health Plan Plus (CHP+).

Bottom line; An insurance card doesn’t
guarantee access to affordable health
care in Colorado. (Table 1 below).

At the Colorado Health Institute, we
spend a lot of time thinking about the
affordability of health care. The CHAS,
which is funded by The Colorado Trust
and which we field, analyze and dissemi-
nate, provides a wealth of data that allow
us to delve into this crucial issue from a
number of angles.

The Colorado Health Institute’s mission
is to provide health care research and
analysis that supports betterinformed
health policy discussions and decisions.
But we go beyond the numbers to offer
context and insight as well. It is clear
that the continued growth of health care
costs, even though the growth rate has
slowed in recent years, is unsustainable,
and that the everhigher cost curve is
compromising individual Coloradans,
our state budget and the future of our
health care system.

Across Colorado and the nation, smart
and committed people are tackling the
problem of spiraling medical costs. Many
ideas are being tested and trials are be-
ing launched, ranging across a spectrum
from free market solutions to regulatory
interventions. We think that one prom-
ising strategy revolves around engaging
and empowering consumers, a trend
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springing from marketbased forces,
technological innovations, and state and
national health reform efforts, including

the Affordable Care Act (ACA).

Armed with more information, and mo-
tivated by stronger incentives to select
care options that offer the best value, we
expect to see an influx of consumers who
are engaged in, and financially responsi-
ble for, their health care in ways that we
haven't seen in the past. They will shop
for health care that offers better service
and the highest quality ac the lowest
costs — and they will have the tools and
the motivation to find all three.

They will be more than patients. Many
of them will become true health care
customers.

Looking ahead, we expect these newly
empowered customers to join health care
providers on the front lines for a sus-
tained assault on health care costs.

The data: a view of the
Consumer

Understanding this expected wave of
engaged and empowered health care cus-
tomers begins with the data.

At the macro level, U.S. health care
spending increased 3.7 percent to reach

$2.8 trillion in 2012, with 17.2 percent
of the economy devoted to health care.
This is down a bit from 17.3 percent in
2011. There’s a bit of good news hidden in
these big numbers, with 2012 represent
ing the fourth consecutive year of slower
growth. In total, between 2009 and 2011,
the annual increase in national health
care spending was the lowest in 50 years.

But health is a micro issue for most fami-
lies. And health care is second only to
food and housing when it comes to
household expenses for services. This of-
ten means hard choices.

For example, medical bills left 8 percent
of Coloradans unable to pay for such ba-
sic necessities as food, heat or rent, the
CHAS found. Nearly 13 percent took on
extra debt to cover health care bills and
about 5 percent said a family member
worked more hours or took another job.
Tiwo percent said they were forced to file
for bankruptcy. (Table 2, page 9).

The most vulnerable Coloradans tend

to be the most affected by unaffordable

health care, the CHAS data show:

® Nearly 21 percent of blacks said they
didn’t get needed care because it cost
too much compared to 11 percent of
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whites and 13 percent of Hispanics.

e About one of five low-income Colo-
radans between 101 percent and 200
percent of the federal poverty level
(FPL) didn’t get needed care com-
pared to about 5 percent of those
above 400 percent of FPL.

e Unemployed Coloradans were nearly
twice as likely to have missed out on
care as those with jobs.

Still, the CHAS shows that Colora-
dans across the spectrum of education,
income and insurance are impacted by
high health care costs. These data tell
us that even as more Coloradans gain
health insurance, either through Con-
nect for Health Colorado or Medicaid,
the issue of affordahility will not go away.
Indeed, if the health cost curve doesn't
bend significantly, the success of health

suppliers have complete and easy access
to information in order to make choices.
And barriers for new suppliers to enter
the market are low or non-existent.

For a long time, these conditions did not
describe the health care market. That is

beginning to change.

First, health care consumers are paying

more of their health care bills. The mar-
ket-based theory is that consumers will

o Bducation played a role, with about reform will be imperiled.

make better choices, and forego unnec-
essary care, if they have a financial stake
in the decision.

Actions taken By Coloradans who had problems paying
medical bills in the past 12 months, 2013

Cut back on savings or took money out of savings

12.5% Insurance companies are adding plans

with higher deductibles, higher co-pays,
and higher co-insurance. More employers
are opting to offer these types of plans.
And more consumers are choosing them,

Were unabhle to pay for basic necessities like food, 7.8%
heat, or rent '

Took on credit card debt 7.7%

many enticed by the lower premiums.
Family member added hours at a current job or took

another job to help cover the cost of health care _ 51
Took out a loan - 3.1%

Declared bankruptcy - 2.0%

Colorado is proving to be a leader in this
area. Colorade’s high-deductible plan
enrollment reached 304,651 in January
2013, accounting for 8.4 percent of all
private health insurance enrollment and
placing Colorado in the top 12 states.

(Table 2) Source: 2013 Colorado Health Access Survey )

Nationally, out-ofpocket spending on

health care grew 3.8 percent in 2012 to
$328.2 billion, up from a 3.5 percent ex-
pansion in 2011, reflecting higher cost-
sharing and increased enrollment in
consumet-directed health plans.

The new health care customer
Competitive markets share certain con-
ditions. Consumers bear the cost for
what they consume. Both consumers and

23 percent of high school dropouts
saying they didn't get necessary care
compared with 9.5 percent of college
graduates.

Are you interested in teaching medical students

and residents from the University of Colorado?
Join the clinical faculty of the CU School of Medicine! By becoming a

preceptor, you can teach, guide and mentor young physicians and share
the joy of the practice of medicine.

For an application, or for more information
about opportunities, responsibilities and
benefits as a Clinical Faculty Member, please
see www.medschool.ucdenver.edu/ocbme
or contact Nicole Bost or Dennis Boyle
at 303-724-0044 or
Nicole.Bost@ucdenver.edu.

(b

School of Medicine

UNIVERSITY OF GOLORADO
ANSCHUTZ MEDIGAL GAMPUS

10 Colorado Medicine for May/June 2014



Some economists point to the increase
in high-deductible plans, and the re-
sulting decisions by some households to
scale back on visits to physicians, as part
of the reason for the moderating growth
in heaith care spending. Meanwhile,
experts project $57 billion in annual
savings if just half of the employees cur-
rently insured through their workplaces
moved into high-deductible pians.

The question is if consutner costsharing
will help to bend the cost curve in the
long-term. The answer, according to
research, is that costsharing is a use-
ful wol for slowing cost growth among
healthy populations, but it is not as ef-
fective among urhealthy populations.
In addition, there is concern —and some
evidence — that consumers faced with
more costs will cut back on all health
care, including essential care and even
preventive care that wouldn't cost them
anything.

Educating this newly-motivated con-
sumer will be an imporrant element in
changing habits and saving costs.

The Colorado Health Institute is watch-
ing a number of other efforts with the
potential to bend the cost curve, includ-
ing private insurance exchanges, defined
contribution health plans and reference
pricing.

First, a quick rundown of defined contribu-
tion health plans and private exchanges.

A company with this type of plan gives
each employee a fixed amount of money
to spend on health insurance. The em-
ployee chooses the plan. If employees
want a plan that costs morte, they pay the
difference. The strategy is to maintain
emplovee choice, allowing them to be
involved in choosing their health insur-
ance and health care, while limiting the
risk of increasing premiums for employ-
ers.

One way for employers to offer a defined
contribution is through privare insut-
ance exchanges, These are usually on-
line marketplaces established by large
employers, where employees can compar-
ison shop for various plans and purchase
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insurance using their employers’ contri-
bution, Many companies see private ex-
changes as an emerging opportunity.

Taken to its logical conclusion, some
experts predict that exchanges, coupled
with defined contributions, will lead
many employers to stop purchasing
health insurance directly for theit em-
ployees and instead help to offset the
cost. This trend is likely to accelerate if
both the public and private exchanges
are working well and there are abundant
choices.

Consumer-oriented trends:
will they bend the cost curve?
- Adoption of high deductible ...
p|anS B AR CRLIENLTAE
+ Emergence of defined- .- -
contributions

« Growth of private health -
exchanges

« Innovations focused on
reference pricing

+ Implementation of workplace
wellness programs

Reference pricing, which counts en con-
sumer involvement to help save costs, is
gaining traction as well.

An insurance company sets a “reference”
price it believes is reasonable for a specific
medical procedure - a knee replacement,
for example. I a consumer chooses to
have this procedure from a provider who
requires payment above the reference
price, the consumer must pay the dif
ference. It maintains consumer choice,
while limiting the risk of insurers.

In one test by the California Public Em-
ployees Retirement Systemn (CalPERS),
reference pricing saw the cost of hip and
knee replacements decline by 19 percent.
CalPERS permitted hospitals that al-
lowed charges of no more than $30,000
for the procedures to join its plan. Those
that didn’t agree to limit the charge to
$30,000 were excluded.

Some potential problems may arise in

implementation, however, including
consumers who dont know how much
the reference price is — ot how much
the hospital is charging. Critics point to
the arbitrary nature of choosing a refer-
ence price. Other experts say that refer-
ence pricing is a policy worth exploring.
Transparent data as well as consumer ed-
ucation will be key to making reference
pricing successful.

Finally, employer wellness programs are
becoming increasingly popular. About
half of the nation’s employers offer well-
ness promoticn initiatives, and larger
employers are more likely to have more
complex wellness programs, according
to a 2012 RAND Employer Survey con-
ducted for the U.S. Department of Labor
and the 1.8, Department of Health and
Human Services. About three of four
emplovers offering a wellness program
(72 percent) described it as a combina-
ticn of screening activities and interven-
tions.

But the RAND study found that, at
this early point, the objective evidence
doesn't yet show significant cost savings
ar health outcome improvement. {Table
3, page 12).

Taken together, all of these efforts have
one thing in common — an engaged and
motivated customer.

Price transparency

Newly transparent insurance rates, a re-
sult of the ACA, have hit home in Colo-
rado, which learned early this year that
residents of Aspen, Vail and other moun-
tain resort towns have the highest health
insurance premiums in the nation.

This reflects, at least in part, an increase
in overall health care costs in these ar
eas. For example, in 2009 the per capita
payments for health care services, paid
for by both insurers and patients, were 36
percent higher in Summir County than
in Denver County. By 2012, they were 61
percent higher. Professional costs were a
large driver of the difference. They grew
45 percent in Summit County over this
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time, compared to a 9 percent growth
rate in Denver.

These price variations have most likely
been the case for a long time, but now
people know ahout them. In response,
Colorado Insurance Commissioner Mar-
guerite Salazar has launched a study of
the differences and potential state re-
sponses, another example of consumer
power.

In order for patients to become true cus-
tomers with the ability to shop for care,
transparency will extend into the clini-
cal world, where there is growing pres-
sure to publicly reveal prices that are
charged. The federal government has be-
gun revealing how much Medicare pays
individual physicians.

A study by University of Chicago re-
searchers found that price transparency
reduced the price charged for uncom-
plicated elective procedures by about 7
percent. The study revealed that most

providing tools to help customers make
value-based choices. The Center for Im-
proving Value in Health Care (CIVHC)
has launched the web-based and search-
able All Payer Claims Database. In June,
a consumer portal is expected to be avail-
able in which consumers can compare
what they are likely to spend for vari-
ous services among different providers.
Meanwhile, Engaged Public is leading an
engaged benefit design pilot project that
gives consumers more information and
resources to make decisions about their
care, with the goal of reducing the use of
expensive but ineffective treatments.

Again, consumers are the common de-
nominator in these efforts

Technology

In many cases, shopping for health care is
becoming as easy as clicking on the keys
of a laptop.

About 45 percent of health care con-
sumers report searching online for in-

Percentage of Companies Offering a Particular Wellness Program to Their
Employees, by Firm Size, U.S., 2012
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(Table 3) Source: Kaiset/HRET Survey of Employer-Sponsored Health Benefits, 2012

Small Firms M Large Firms

Biometric Screening  Weight Loss Program

of the price reductions accurred in ar-
cas with intense competition among
providers. Overall, the evidence points
to a reduction in health care prices for
patients with an incentive to consider
costs, the authors said. While payers are
almost never responsible for the full price
charged, some regulators believe that
price charged is a consistent way to com-
pare ultimate expenditures.

A number of Colorado programs are

12

formation about treatment options. By
comparison, only 7 percent say they have
used the internet to decide which hospi-
ral to visit. But around half reported they
would like access to tools or websites that
would let them compare costs of care,
evaluate its quality and read user reviews.

Leok to social media to make more in-
roads in health care, especially among
younger consumers. About one of four
respondents to the Deloitce Center for

Health Solutions’ survey of U.S. adult
health care consumers said they used
social media for health-related purposes,
mostly to learn about specific illnesses or
health problems.

Still, physicians remain the most trusted
source for reliable information at 44 per-
cent. Independent health-related web-
sites, such as WebMD), were trusted by
24 percent. Internet searches and social
networking sites trailed far behind.

Forward-thinking clinicians are experi-
menting with adding social media to
their customer toolkit. For example, the
Mavyo Clinic is a leader in this area, with
a dozen blogs, more than 500,000 Face-
book “likes,” more than 750,000 Twittet
followers, 17400 YouTube subscribers,
10,000 Pinterest followers and more than
1.4 million Google+ views.

The implications of these changes on
costs have yet to be determined, bur they
hold promise.

Again, it's all about turning a patient
into a customer.

Conclusion

While engaging and empowering health
care consumers is an attractive option
to control costs, we need more informa-
tion on how best to make this happen.
Ideas must translate to action. And ac-
tion must translate to effective cost re-
ductions.

It will not be a quick or easy fix. A num-
ber of experts expect health costs to grow
faster than inflation as the economy
picks up steam and the pipeline of ex-
pensive technological advances contin-
ues unabated.

The Colorado Health Institute will be
monitoting whether the patient-as-cus-
tomer initiative actually bends the curve. ®

Michele Lueck has been president and
CEQO of the Colovado Health Institute
since 2010. She is a veteran of the health
industry and is leading a team that is pro-
viding evidence-hased research and analysis
for state health care leaders that is relevant
and actionable.
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~executive office update

Alfred Gilchrist, Chief Executive Officer
Colorado Medical Society

Commission on Health Care Costs passes Senate

In mid-April the Senate Health and
Human Services Committee held the
first hearing and favorably reported
on a 5-to-2 bipartisan vote for legisla-
tion to create a Commission on Health
Care Costs in Colorado. The bill sub-
sequently passed the full Senate and
as of this printing is awaiting action
in the House. In the Final Word col-
umn in this issue, the Senate authors
outline the compelling public policy
motives for a commission. They under-
stand what a growing consensus of leg-
islators and policy advocates have been
warning. Expanding coverage will ac-
celerate the cost spiral if the delivery
system doesn’t produce consistently
greater value.

This is not an abstract concern that
plagues other states. Here in our back-
yard Coloradans were surprised when a
national analysis recently ranked our
mountain resort counties as the high-
est priced health insurance exchange
products in the Unired States. As [ re-
ported in my last column, the Colora-
do Department of Insurance, initiated
by Governor Hickenlooper, has already
appointed a study group directly tied
to a public backlash over the cost of
health insurance sold on the Exchange
in the resort region of Summit, Gar-
field, Eagle and Pitkin counties, and at
least one county has threatened to sue
the state.

In our testimony to the Senate com-
mittee, we emphasized what members
of the 69% Colorado General Assem-
bly already know: Health care spend-
ing trends point to anticipated cost
increases that will risk compromising
health care spending and investment,
and crowd out funding for highways,
education and clean water, among
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other vital infrastructure needs. We
also commended the methoedical, em-
pirical approach proposed by the au-
thors. Good data analytics are vital to
producing sustainable, functional state
policies for managing health care costs
without compromising optimal patient
outcomes.

When the massive Medicare physician
payment dump recently hit the media
fan, we witnessed a raft of predictable
media reports, some fair and some sen-
sational. We can be reasonably certain
that the cost commission as contem-
plated under the current legislation
won't indulge in similar tactics. Unlike
other states, Colorado thoughtlead-
ers and influencers had already come
together through the 208 Commis-
sion tw create the Center for Improv-
ing Value in Health Care and the All
Payer Claims Database, one of only a
handful in the country. Because the
authors’ predecessors showed patience
and foresight, we have the expertise on
the ground that can convert unfilcered
payer data into useful information for
consumers and physicians alike.

The Health Care Cost Commission
legislation, like the 208 Commission
before it, is not without controversy.
It has reignited the perennial debate
over market-based versus public sec-
tor approaches. Comparisons to the
federal reforms in the Affordable Care
Act have already surfaced. These ap-
proaches are not mutually exclusive,
and the methodology in the legislation
to establish the commission points to
market-based approaches.

We expressed strong support for a com-
mission model. When legislators and
advocates fail to approach complex

policy challenges methodically and
collabaoratively, you tend to ger faith-
based positions — laws based on beliefs
rather than empirical evidence, mak
ing leaps of faith that often seek to fix
the problem by declaring the symptoms
illegal. Fee freezes, eligibility, coverage

Health care spending
trends point to
anticipated cost

increases that will

risk compromising
health care spending
and investment, and
crowd out funding for
highways, education

and clean water,

among other vital

infrastructure needs.

caps and other barriers to care are a
couple of time-honored responses that
come to mind.

Colorado has a long history of con-
sensus building through interim work
groups and blue ribbon commissions.
Interim studies minimize the risk of
end-of-session fire drills because they
bring diverse views and expertise to-
gether to fix problems rather than
blame and to lay the groundwork for
legislators on a solid foundation of what
works, and what should be avoided. ®



the final word

Sen, trene Aguitar and Sen. Fllen Roberts

Colorado Commission on Affordable Health Care Costs seeks to
bring stakeholders together to control costs

Most physicians by now have heard
that we, along with our House col-
leagues Reps. Stephens and Schafer,
have proposed the creation of the
Colorado Commission on Affordable
Health Care Costs, an eclectic, bipar-
tisan collection of legislators, experts
from both the public and private sec-
tors, emplovers and payers, as well as
caregivers and care-receivers who are
charged with producing evidence-
based recommendations to the gover
nor and the General Assembly for the
next three legislative sessions before
suti-setting in the summer of 2017.

Most physicians and many of our col-
leagues at the statehouse, regardless of
their party allegiances, already under-
stand that unless we bring our state’s
collective talents to bear to flatten the
cost curve, the sheer weight of uncon-
trolled health care expenditures will
compromise our ability to grow our

economy and assure & prosperous busi-
ness climate. It will alsa crowd out the
state's investments in vital infrastrue
ture — not only healch services but oth-
er essentials like water supply and qual-
ity, roads and bridges, and public and
higher education, te mention a few.

We know there are successful working
models here in Colorado and across the
country that motivate patients toward
treatment adherence and healthier
lifestyles, defragment care delivery, and
trim redundant, unnecessary or subop-
timal services to get more of our fellow
citizens the right care at the right time,
place and wvalue. The commission’s
charge is to first conduct cost driver
forensics so we are confident of the epi-
demiology of health care costs relevant
to our state, and subsequently evaluate,
consclidate, propagare and adapt those
best practices to Colorado, whether
in the form of market-based solutions,

public policy reforms that support that
urgent premise, or both.

Colorado's thought leaders across the
political spectrum have a long history
of coming together when confronted
with a clear and present danger to our
state's general health. We have an envi-
able track record of consensus building,
notwithstanding often vigorous debate,
that seeks to fix problems rather than
blame, We strongly believe this com-
plex undertaking will require a collab-
orative, thoughtful approach, based on
where the evidence and a consensus
among these experienced, capable pro-
fessionals in the field lead us.

We look forward to working with the
Colorado Medical Society, and are
grateful for your steadfast commitment
to the undetlying principles of trans-
parency and accountability in health

(

Sen. Irene Aguilar (D-Denver)

i Colorado :
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Sen. Ellen Roberts (R-Durango) : .
“Cutting health care costs requires a surgical approach. It demands precmon and good anaiytics 50 that LA
we are trimming fat - redundant and unnecessary care — not healthy tissue.” B

Bi-partisan support for new cost commission

“The efforts to bring health coverage to more worklng Coloradans is meaningless if we can't also assure
those patients get the right care for the right value”

.Rep. Sue Schafer (D-Wheat Ridge) _
“Our comm|55|on of experts will heip us anatyze a body of good natlonai data and apply |t Iocalty to_ o

care delivery. m
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