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Legislature’s Charge to the Task Force

The 2007 Legislature required the Govemnor to convene a Health Care Transformation
Task Force to develop an action plan for transforming the health care system in
Minnesota in ways that improve affordability, access, quality of health care, and the
health status of Minnesotans.

The Task Force’s plan must include:

o Actions that will reduce health care expenditures by 20 perc 'Kf;ffiy_*] anuary 2011, and
limit the rate of growth in health care spending to no great an the percentage

increase in the Consumer Price Index for all urban consamers plus two percentage
points each year thereafter;

and other strategies that will ensure all M1
January 2011; -




Vision for a Transformed Health Care System

The Health Care Transformation Task Force envisions a health care system in Minnesota
that substantially improves upon the quality, cost, and access that we experience today.
Fundamental changes to the system will be necessary to achieve these goals, and all
Minnesotans must play a role in creating this change.

The essential building blocks of the Task Force’s plan for reform include:

e Changing the way we pay for health care, to increase the quahty and safety of care
and to reduce health care costs;

e Making cost and quality more transparent and easily under: andable to empower
individuals with the information they need to make good. cisions about their health
care;

other lifestyle-related factors that contribute to hi ' eaxlfh care costs; iand
e Minimizing the administrative costs of the health stem by making sure that

information technology is used tof
administrative costs of health plans'a

necessary to achiev
Minnesotans.




Why is Reform Needed?

Minnesota has one of the nation’s healthiest populations and has the lowest uninsurance
rate in the nation. Qur state has a reputation for a health care system that provides high
quality care at relatively low cost compared to other states. Yet costs are rising
unsustainably, the rate of employer-based health insurance has fallen, and even the
highest quality providers have a long way to go in ensuring that everyone gets the care
they need to stay healthy. In addition, unhealthy behaviors are driving up health care
costs by increasing the number of people with preventable chronic diseases.

sE52

faster than wages and per capita 1ncome and ovier
In addition to the burden of hlgher premiums, cons i
costs are rising as well. Between 2000 ge out of pocket cost for
Minnesotans with private health ing T omi$221 to $562 — an increase
of over 150%.° '

s Most of the decliigin employer health insurance has been the result of declining
access: a smallershare of Minnesotans have a connection to an employer that offers
coverage, and those who do are Iess likely to be eligible to sign up for coverage.

e About 20% of the uninsured in Minnesota could sign up for employer coverage but
do not do so, mainly because of cost.

The quality of health care is uneven, and it is well below the levels that we should
expect for the money we are spending:




Why is Reform Needed?

s National rescarch shows that only about half of adults receive recommended care for
their conditions, and the same is true for children.®

¢ In Minnesota, there are wide variations in quality across provider groups. For
example, the percentage of 2-year olds who are up to date on their immunizations
ranges from 28% to 91%, and the percentage of adults who received appropriate
cancer screening services ranges from 25% to 69%.”

» Quality measures vary widely for chronic disease as well. For example, the
percentage of diabetics receiving optimal care ranges from 1% to 20% across
Minnesota clinics.®

s Higher health care spending is not necessarily associated
care is not the same as better care. Research has showrg«th
Medicare spending do not have better quality, accessifo
patient satisfaction.’

bettér quality — more
eglons with high
-héalth outcomes, or

Unhealthy behaviors drive health care costs

¢ The cost of overweight and obesity accounted for 25%-of national growth in per
capita health care spending between 1987 and 20 . due to both rising rates of
overwelght and obesity and an mcre ng gap between the cost of caring for

The amount of healtl

nearly $2 hillion in 200




Principles for Health Care Transformation in Minnesota

The Transformation Task Force’s plan for comprehensive health reform in Minnesota is
based on five core principles:

o The health of Minnesota’s population must be improved.

One of the best ways to contain health care costs is to keep people healthy, especially
to prevent chronic disease that results from unhealthy behaviors. If current trends
continue, more and more Minnesotans will be at risk of chrom'c disease associated
with overweight and obesity. If we want to control costs, we néed to stop adding
more people with preventable chronic disease to the health é:ére sjfstem

cost or quality:'ln th
potentzal tp 1mprove

e The overall size-and cost of the health care system should be reduced.

Reducing health care spending in Minnesota by 20 percent will require significant
changes in the way that the health care system in Minnesota operates today. Helping
consumers understand that more health care is not always better care will be a key
step in this process, as will helping people understand the true variation in health care
cost and quality that exists in Minnesota today. We also need to lower health care
providers’ and health plans’ costs of doing business, and encourage greater




Principles for Health Care Transformation in Minnesota

competition among providers and among health plans on cost and quality. We need to
make sure that we are getting better value out of the money we spend on health care,
particularly with regard to determining how we pay for new technologies and

treatments.

o All Minnesotans should be able to obtain necessary health care at an affordable
cost.

. They usually have
ore expensive for

sure that everyone has access to affordable COVE:
all Minnesotans will have and maintain a minimu




Improving Population Health

The Task Force recommends adopting aggressive goals for reducing unhealthy behaviors
that put Minnesotans at higher risk for chronic disease and increase health care costs.
These goals should be considered statewide priorities, and we need active engagement
from employers, schools, communities, and the health care system to achieve them. The
Task Force recommends the following goals (detailed annual targets and additional
details of the recommendations are included in Appendix A):

o™ graders by 2013 and :
» Reduce the percentage of Minnesotans who ar
in 2005 to 1.5% or lower by 2013.

the anesoﬁ-a Department of Health’s Comprehensive
ed on the “Steps.to a Healthxer Mlnnesota program;

cornplete a health risk assessment annually and establish
1 improvement;

andagds for physical activity in schools;

3 41 standards used in schools exceed the standards established by
the U.S. Departmg of Agriculture;

¢ Require that health insurance cover preventive services designated by the Institute for
Clinical Systems Improvement (ICSI) with no cost sharing or at Jow levels of cost
sharing that will not be a barrier to low-income people;

e Increase the price of tobacco products by raising the health impact fee; and

¢ Encourage health plans and employers to charge higher premiums to individuals who
use tobacco products.




Improving the Quality, Cost, and Patient-Centeredness of the
Health Care System

The Task Force recommends using a combination of collaboration and competition to
achieve dramatic improvement in health care quality, cost, and patient-centeredness in
Minnesota. Its recommendations in this area are intended to build upon the strong
foundation of collaborative efforts to measure and improve health care quality that has
been built' by organizations such as Minnesota Community Measurement and the Institute
for Clinical Systems Improvement (ICST):

e - Health care providers should collaborate to determine community standards for
optimal care. Health plans, patients and purchasers should pért éipate in this process,
but it should be led by providers;

» Health care providers should compete to achieve the hi

and

els of care quality;

through evidence-based processeég
come from health plans, purchaser

culturally appr i1




Restructuring the Payment System

The ways that we pay for health care today do not reward quality and value. Under the
current system, common sense approaches to delivering health care that would lower cost
and improve quality are not paid for or supported — in fact, providers who do a better job
of managing care and keeping people out of the hospital may lose money compared to
those that don’t manage care well. For health care providers, there are limited financial
mcentives for prevention, care coordination, quality, innovation, or value. Consumers
have few incentives to choose providers based on quality or cost, and they have little
information on cost and quality. We need a system that pays for and encourages value,
not volume of services. -

A reformed payment system would change financial incenti‘ ways that improve

effective '1ca1 or health care home, capable of coordinating care. As in
Level 1, p:rowders receiving Level 2 payments would need to achieve specific
quality standards;

o Level 3 would establish a system of accountability for the total cost of care.
Provider groups and care systems would compete for patients by submitting
bids on the total cost of care for a given population. Patients would choose
provider groups and care systems based on cost and quality, and payments to
providers would be risk-adjusted based on the health of the population they
manage. Level 3 providers would also be accountable for quality. Because




Restructuring the Payment System

providers would share in any savings they achieve, providers would have
incentives to innovate and compete on ways to better manage population
health.
o Create an expectation that all health care providers will participate in Level 3 by
2012;
e Promote greater use of primary care by increasing relative payment Ievels for primary
care, care management, and other cognitive services;
s Establish financial incentives for consumers to choose and use a medical or heaith
care home that coordinates their care;
Simplify pricing of health care services to make it easier

nsumers to understand
ice for services

benefits so that consumers would pay more out

providers;

e FEstablish transparent prices for “baskets”
consumers make better choices based on cost. Es|
of the “baskets” to enable apples-to-apples comp

e Continue to expand quality measuie

» Develop user-friendly interfaces f

and quality;

Health Care Action reflp (BHCAG) implemented a similar model In the 19905 while
initially very successful in attracting the participation of health care providers and large
employer groups, the BHCAG experience also demonstrates the importance of achieving
and sustaining the critical mass needed to provide long-term mcentives for providers to
redesign the way they dehver care.

While the transition to a system that pays for what we wanf the health care system to do

(and stops paying for what we don 't want) may be difficult, we know that continuing to
pay for health care the way that we do today is unsustainable.
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Reduce the Overall Size and Cost of the Health Care System

Reducing health care spending in Minnesota by 20 percent will require significant
changes in the way that the health care system in Minnesota operates today. Key goals
that the Task Force established for reducing the overall size and cost of the health care
system include:

s Help consumers understand that more health care is not always better care, and help
people understand the true variation in health care cost and quality that exists in
Minnesota today;

¢ Reduce health care providers’ and health plans’ costs of domgf%msmess

e Encourage greater competition among providers and am s health plans on cost and
quality; and

¢ Establish community standards for evaluating new tet
ensure that they provide good value. i,

Expand the availability of consumer-friendly infors
educate people on how to use it to make wise choieg
» Conduct an extensive consumer editeati i
reformed payment system will work
necessarily better care;

a provider;
Streamhne and co

) ;mcurred by providers (e.g.,
}%ealth plans require from providers, reduce

purchasers to consider administrative efficiency when choosing a health plan;

e Create transparency in fees paid to health insurance brokers, and allow lower
premiums to be charged when insurance is not purchased through a broker;

* To increase market-competition, encourage new providers to enter areas where there
are shortages;

¢ Consider modifying licensure of some health professionals to expand their scope of
practice in ways that address shortages of providers and allow higher-level
professionals to “practice at the top of their license”;

11



Reduce the Overall Size and Cost of the Health Care System

e Establish a collaborative, non-regulatory body to review the evidence for new
technologies and determine whether they should be covered by health insurance; and

e Limit payment for new technology to those patients and conditions for which
effectiveness has been proven by randomized controlled trials or other strong
evidence. '

12



Health Insurance Access and Affordability

Achieving the goal of health insurance coverage for all Minnesotans will not be
sustainable unless the cost containment efforts detailed in previous sections of this report
are successful. In addition to containing cost, the Task Force has established several other
goals related to health insurance access and affordability:

The Task Force recommends the following action chieving these goals:

Ensure that all Minnesotans have access to affordable health insurance, regardless of
whether they have coverage available through their job and regardless of whether

they have health problems;
Make sure that everyone has access to the same tax advanf
msurance; ;
Make it easier for people to navigate health insuranc imarke 1d understand choices
among competing health plans; and '
Create an expectation that all Minnesotans majgfain &'minimum levf of health
insurance coverage.

€s fgi"buying health

Improve the way that the individuitand small employerigroup health insurance
markets in Minnesota function by: i
o Estabhshmg gua:ranteed issu

:irfeward plans 0 a good job of managing care for sicker populations.
In orderto:; void potentially disruptive impacts on Minnesota’s health insurance
markets, th 56 changes:should not be implemented without also implementing a
requirement that: innesotans obtain and maintain health insurance coverage.
Require that all Minnesota employers with more than 10 employees cstablish a
Section 125 plary’ that at a minimum, allows employees to pay for health insurance
coverage with pre-tax dollars;

Establish a non-profit health insurance exchange with public oversight to:

o Provide technical assistance to small employers in establishing and operating
Section 125 plans, and minimize the administrative burden for employers that
choose to purchase health insurance through the exchange;

o Serve as a convenient source of standardized information to consumers
comparing the cost and quality of different health insurance products;

13




Health Insurance Access and Affordability

¢ Bncourage individuals and small groups to purchase coverage through the exchange,
but allow coverage to be purchased outside the exchange as long as pricing is the
same inside and outside of the exchange;
o Establish an independent board to define an essential benefit set that:
o Includes necessary, evidence-based care;
o Excludes care that has been demonstrated to be ineffective; and
o Covers other services that produce good outcomes at a reasonable cost.
» Define “affordability” of health insurance coverage and provide subsidies to people
who cannot afford a minimum level of health insurance undex; Eha following standard:
o Minnesotans with gross household income at or bel 7 300% of federal
poverty guidelines should not be expected to cont more than 7% of gross
income for health care coverage;
o Minnesotans with income at or below 400% 0 poverty

ghnes (but above

¢ Avoid creating incentives for employers tﬁat
coverage; and

* Require that all Minnesotans obtain health coverag

o Noi insurance that meets aff

January 1, 2010, unless:
ig.available; and

14




Expected Impact of the Transformation Plan

Successful transformation of Minnesota’s health care system will require active
participation and engagement from consumers, employers, health care providers, health
plans, and government.

Consumers will need to:

e Be more actively engaged in decision making about their own health care and
understanding the options available to them;
Make lifestyle changes to reduce their risk of preventable chr@ﬁéﬁc dlsease

Use information on price and quality to select health plan
services with the most value; :

comparable quality; and )
e Obtain and maintain health insurance coverage:i*

Employers will need to:

e Enable employees to take advantag
pre-tax dollars;

cost of care; and”
o Ensure that they provide care that 1s patlent -centered and culturally appropriate.

Health plans will need to:

e Support and contribute to communitywide efforts to establish evidence-based
guidelines for care and increase price and quality transparency;

15




Expected Impact of the Transformation Plan

o Actively support and participate in changing the way that health care is paid for so
that health care providers have incentives to re-design systems of care in ways that
mprove quality and reduce cost;

« Establish financial incentives for consumers to choose and use a medical or health
care home that coordinates care, and establish incentives for consumers to make
decisions based on cost and quality;

¢ Educate consumers about how to use cost and quality information, and about how to
make wise health care choices;

» Eliminate unnecessary or duplicative administrative activitics; and

e Shift away from a model of market competition based on négotiated discounts with
providers and toward competition based on activities thgt gurage consumers and
health care providers to make decisions that improveignality: 1

Government will need to:

e [Enact the necessary changes to law to impglzem_e{‘
funding where necessary;

9

Actively support and participate in
based guidelines for care and increz

The table below su izes the potential savings associated with major elements of the
Task Force’s plan. In {otal, the Task Force’s plan is estimated to result in potential
savings of approximately 13.7% in 2010 compared to baseline projections, and 20.0% by
2015. Taking account of the estimated net cost to cover the uninsured, the net savings is
estimated at 11.7% in 2010 and 18.0% in 2015.

Although the figures in the table represent best estimates of the order of magnitude of
potential savings, there are no mechanisms n the Task Force’s plan that guarantee that
this level of savings will be achieved. Additional detail about the basts for these savings
estimates is provided in Appendix B.

16




Expected Impact of the Transformation Plan

Potential Health Care Cost Savings

2010 |
% of total $ of total
$ millions | spending: | $ millions | spending
Base: Projected Spending $41,100.0

Potential cost savings:

Payment reform $4.110.0 10.0%
Prevention and health promotion:
Overweight/obesity $160.4 2.2%
Smoking 2.9%
Alcohol and drugs . 0.7%
Cost of interventions™® (-0.1%)
5.7%
Administrative efficiency 4.3%
Subtotal: cost savings ' $11,489.5 20.0%
Net cost to cover uninsured** ($1,155.0) (2.0%)
Net savings 18.0%

*Does not include potent
*=+Zystem-wide increase in s
potential cost to state governmen

17




Appendix A

tbronstinie

e

5o
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Appendix B: Basis of Savings Estimates

The table on page 17 shows baseline projected spending (i.e., the projected level of
spending in the absence of any policy changes) in 2010 and 2015. In the absence of any
other changes, health care spendmg in Minnesota is expected to reach about $41.1 billion
in 2010 and $57.4 billion in 2015." Potential savings from the Task Force’s
recommendations are calculated against these baseline levels of spending. The estimates
in this table represent system-wide savings or costs — it is likely that these will vary by

payer.

The largest estimated savings come from payment reform. The furidamental restructuring
of the payment system that the Task Force has proposed is ex ee:‘fed ttr result in savings
from several different sources:

*

tiered insurance product with cost sharmg
introduced provides evidence that consurg
tncentives.

» Second, providers will have inceriti
competitive in the market. Again,
indicates that when consumers have

f ing patients. Although the state
) care purchasers in the state (covering

illa relatively Small share of the overall population.

- ncentlves baged on price and quality transparency on

.uch more powerful incentives for

ain competitive.

‘result as the health care system shifts away from a
e of services toward a system that rewards providers for
ask Force’s proposals to explicitly reward providers for
management services are expected to have some impact on

payment systent ays that establish accountability for the total cost of care. It is
difficult to predict the size of the savings that may result, but evidence about current
variation in costs across providers indicates that the potential is significant:

o For example, there is over a 60% difference in the cost of care provided to
members of the state employee group by the highest cost providers compared
to the lowest-cost providers, even after adjusting for differences m health.

o In addition, one national study estimated the potential savings fo Medicare
from reducing variation in practice patterns at 30 percent of total spendmg

19




Appendix B: Basis of Savings Estimates

© A recent report from the Commonwealth Fund estimated the potential savings
to Medicare from implementing payment based on “episodes of care” for its
fee for serv1ce beneficiaries at about 5 to 6% of projected annual Medicare
spending.'® The concept of paying for episodes of care, like the Level 3
payment reforms recommended by the Task Force, envisions changing
financial incentives in ways that encourage higher quality and more efficient
use of health care resources.

care cost savings. The savings estimates from reducing overwe;ght and obesuy, smoking,
alcohol and use of 111101’{ drugs are based on an assumption ‘eh

Tl from makmg greater use

potential savings associated with administr, ,
h uState of Oregon estlmated the

of mformatlon technology. A recent report re

medical costs (e.g., fewer duphcatlve tests and fewer
—th1rds from: mcreased product1v1ty of health care

.15 the cost of the increased use of health care services
all Minnesotans have health coverage. The net annual cost
ted at about $800 million, rising to over $1.1 billion by

2015.

In addition to the aggregate system-wide cost to cover the uninsured, it is important for
pohcymakers to consider the likely impacts on individual payers, particularly the increase
in state government spending that would be necessary. The cost to the state will depend
on what specific policy changes are made to cover the uninsured, such as changes in the
rules of eligibility for public insurance programs. About 60% of Minnesota’s uninsured
are believed to be currently eligible for public programs but not enrolled — if all of these
people enrolled in existing state programs the estimated total cost would be over $1.2
billion (with state government cost of about $710 million after enrollee premiums and

20




Appendix B: Basis of Savings Estimates

federal contributions). More precise estimates of the cost of various coverage and
affordability proposals are currently under development.

21




Appendix C: Legislative Charge to the Task Force

Health Care Transformation Task Force
(2007 Minnesota Laws Chapter 147, Article 15, Section 21)

Sec. 21 HEALTH CARE TRANSF ORMATION TASK FORCE.

Subdivision 1. Task force. (a) The governor shall convene a Health Care Transformation
Task Force to advise and assist the governor regarding activities to transform the health

care system, and to develop a statewide action plan as pr0v1ded uitder subdivision 3. The
task force shall consist of:

(1) two legislators from the house of representau :
and two legislators from the senate appointed by

governor;
(3) three persons appointed by the governo
health care organizations, health improvem
professional associations, at
activities;

emonstrated leadership in
nitiatives, health care trade or
“health system improvement

It éVlde staff support to the task force. The task force
to help support its efforts.

perceptions related“tojﬁ calth care and to the issues confronting the task force, and shall
report the findings tethe task force.

Subd. 3. Duties. (a) By February 1, 2008, the task force shall develop and present to the
legislature and the governor a statewide action plan for transforming the health care
system to improve affordability, quality, access, and the health status of Minnesotans.
The plan may consist of legislative actions, administrative actions of governmental
entities, collaborative actions, and actions of individuals and individual organizations.

22




Appendix C: Legislative Charge to the Task Force

Among other things, the action plan must include the following, with specific and
measurable goals and deadlines for each:

(1) actions that will reduce health care expenditures by 20 percent by January
2011, and limit the rate of growth in health care spending to no greater than
the percentage increase in the Consumer Price Index for all urban consumers
plus two percentage points each year thereafter;

(2) actions that will increase the affordable health coverage options for all
Minnesotans and other strategies that will ensure all Mmesotans will have
health coverage by January 2011; s

(3) actions to improve the quality and safety of healt
ethnic disparitics in access and quality;

(4) actions that will improve the health status Q;f M‘gnnesotaﬁ and reduce the rate

of preventable chronic illness;

re and reduce racial and

(6) actions that will promote the approprla €
facilities, technologies, and drugs;

(7) options for serving small émployers and thel
mdividuals; and

(8) actions to reduce administrative

ployees, and self-employed
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