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Preface

The Minnesota Health Care Commission was established in the 1992 legislation known as
“HealthRight.” The Minnesota Legislature charged the Commission with the responsibility to develop
a cost containment plan that will slow the rate of growth in health care spending by at least ten percent
a year for each of the next five years. This report contains the Minnesota Health Care Commission’s
cost containment plan. The plan was developed by consensus and this report was approved by the
Commission without a dissenting vote. :

The plan that is summarized in this report is not a detailed blueprint but a strategy and a series of
first steps toward achieving cost containment goals. Many details remain to be worked out. If the plan
is approved by the Legislature and the Governor, the Commission will resume its progress toward
resolving the implementation details. The plan will also require continuous refinement as Minnesota
accumulates better information and gains more experience. The plan is not the final answer but the
beginning of a continuous process of improving the efficiency and quality of our health care system.

Early in its proceedings, the Commission adopted a policy that it would foster a spirit of openness
to community involvement and participation. In the process of developing this report, the Commission
welcomed proposals from the greater community and developed a process for routing proposals to
appropriate committees for consideration. The Commission also held a series of public hearings
throughout the state. The report contains numerous strategies and concepts that were suggested by
persons and organizations other than Commission members. However, the publication of this report
does not signal the end of opportunities for the greater community to participate. In the spirit of
continuous improvement of the cost containment plan, the Commission welcomes comments and
suggestions on this report. The Commission also encourages interested persons and organizations to
submit written comments. The Commission will continue to improve its cost containment plan in
response to comments and suggestions from the community.

Addendum

The body of this report contains recommendations of the Minnesota Health Care Commission as of
February 1993. Subsequent to the approval of its initial report, the Commission approved additional
and supplementary recommendations which are described in materials in the Addendum at the end of

this report.



Guiding Principles

Partnership.

" The Commission is a partnership between government and the private sector and between the
different stakeholders in the health care system. Since the stakeholders are partners, not antagonists
or competitors, striving to achieve a common mission, Commission activities will be undertaken in
an atmosphere of mutual respect and trust, open communication, and cooperation. The Commission
will strive to make decisions by consensus. '

Shared responsibility.

Tt may well be that the Commission’s mission cannot be accomplished without some investment or
sacrifice by all groups of stakeholders. The respon51b|hty should be distributed equitably among
stakeholders. .

‘Incentives.

Incentives are preferred over mandates.

The role of government,

Private sector roles will be encouraged and facilitated and the role of government minimized.
However, some level of governmental involvement is appropriate for the public good.

Balancing competition and regulation.,

The ultimate goal of the health care systemis to provide high quality health care at an affordable price.
Competition can be an effective force for achicVihg’”’this goal and has some distinct advantages over
regulatory approaches. However, competmon isnot always the most effective strategy. Regulation
isappropriate in those circumstances when an uncontrolled compemxvc environmentis notin the best
interest of consumers or when govemmental involvement is necessary to preserve or promote
competition. When pure competition is not in the best i interest of consumers, collaboration will be
encouraged but with an appropriate level of govcmmental supervision or regulation to ensure that
the collaboration furthers the public good.

Flexibility.

The Commission’s strategic plan will be designed to be easily adapted as conditions change and as
new information and techniques become available.

Regional variation.

To a large degree, health care delivery is a local process and conditions vary significantly from one
region of the state to another. Differenttools and techniques may be appropriate for differentregions.

[ I



Introduction

The Minnesota Health Care Commission,

The Minnesota Health Care Commission was created by the 1992 HealthRight Act. The

Commission consists of 25 ‘members represcntmg health care providers, health plans, employers,

unions, consumers and state agencies.. Thirteen Qf the members are appointed by the Govemnor, two
consumer representatlves are appointed by the Leg slature and ten members are appointed by trade
assocmtlons and other orgamzatxons

Cost containment plan.~

-“The 1992 Healtthght Act requires the »M"_nnesota Health Care Commission to submit to the
Legislatare and the Governora plan for slowing the growth in health care spending by at least ten percent
a year for each of the next five years. During its first six months of existence, the Commission devoted
most of its time and effort responding to the statutory mandate to submit a cost containment plan to the
Legislatureand the GovernorinJ anuary 1993, The Commission’s Statutory chargealsoincludesbroader
issues relating to the access, quahty, and affordabnhty of health care in Minnesota. The Commission
will turn to these broader issues during 1993 after the cost containment plan has been submitted and
approved through legislation.” e

The cost containment plan was developed c 'atwely by the stakeholders in the health care
system through their representatives on the Commission and throu gh openness to community involve-
ment and participation.. The plan includes both _’ng-term structural change to the health care
delivery and financing System and 'short-term t

- The Commission took vcry senously the statuto chargc that the plan reduce the rate of growth in
health care spending by at least ten percent a’ 'yeai ach of the next five years, and believes its plan
moves as quickly as possible toward achlevmg this goal T_he Commnssxon estimates that Minnesotans
will spend about $150 to $200 million less on hcalth care in 1994 as aresult of the cost containment plan.
By the end of five years, the Commission estimates that anesotans will have saved a cumulative total
of about §6.9 billion. These estimates will be further ref ned in the commg months as more data is

coleeicd,

The Commission is committcd_to closely niénitOring and evaluating the success of the plan in
achieving cost containment goals. If at any time'it appears that cost containment goals will not be
realized, the Commission is committed to taking corrective action to keep Minnesota on target.

Minnesota’s health care system: a tradition of excellence.

The Commission recognizes that Minnesota is  leading state in terms of the quality and efficiency
of its health care system and the proportion of Minnesotans who have access to health coverage. The

LA g



Introduction

Commission is committed to ensuring that Minnesota commues to show leadershrp through continuous
improvements in the health care system. , -

ERISA.

The Commission recognizes the relevance of the federal ERISA (Employee Retirement Income
Security Act) law to Minnesota’s health care reform efforts. ERISA limits the ability of states to regulate
the health benefit plans of employers; particularly large employers and group purchasers that “self-
insure” their health benefit plans (they cover the entire cost of health coverage for their employees or
enrolled members rather than purchasing insurance to cover these costs). The cost containment plan is
designed to be attractive to self-insured purchasers and promote. voluntary participation, thereby
reducing the significance of the ERISA issu¢. Even though the Commission and its committees spent
agreat deal oftime analyzing and discussing ERISA issues, they are not discussed in this report. Various
state laws have been challenged on the basis that the laws were: preempted by ERISA. The State of
Minnesota has already faced one lawsuit and more challenges are likely
statements from a state entity assessing the ERISA impactofa pamcular proposal might ultimately be
offered asevidence ina futurelegal challengetothe proposal ERISA rssues are not analyzed ordiscussed
further in this report. : briis 5 :

Long-terrn care,

Long-term care ‘costs are not presently mcluded in the Commxssron_s;statutory charge. The
Commission is aware of the substantial and growmg expendntures associated. with long-term care.
Although long-term care is not a part of the overall cost containment pla ,the Commission intends to
monitor the costs and trends. of louig-term care along with' other components of the system.

The definition of "‘price.”

The word “price” is used throughout this report to mean the actual amount paid (af‘ter discounts or

other adjustments) by the ultimate purchaser to buy health coverage and health care services. The word

“price” isused in thismanner to differentiate between health plans’ costs of paying for health care services
for insured individuals and the cost to the purchaser of buying coverage from a health plan.

The definition of “health plan.”

The term "health plan” is used throughout this report to mean a company that sells health insurance
or another form of health coverage. "Health plan" includes health insurance companies, health
maintenance organizations (HMOs), nonprofit health service plans such as Blue Cross-Blue Shicid,
health carriers, and other organizations that are licensed by the state to offer health coverage.

6

Because of the risk that public
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Key Feuiures of the
Cosi Coniulnmeni Plan

Under the cost containment plan, the Commissioner of Health will set an annual limit on the rate
of growth in health care spending and will implement programs to achieve compliance with the limits.
The plan includes health carereforms that will reduce costs and enhance quality througha more effective
competitive marketplace. However, the entire health care system will be subjcct to overall limits and
regulatory controls that will prevent excessive increases in costs. The major features of the plan are:

* Integrated Service Networks. The plan uses incentives to encourage the development of
competing Integrated Service Networks (ISNs) that are accountable for the cost and quality of their
services. ISNs will be responsible for providing the full array of health care services (from routine
primary and preventive care to acute, inpatient hospital care) for a fixed price for the purchaser, thus
creating incentives for the participating provxders and health plans to become more efficient. The
deve]opment of ISNs will also facilitate competmon because the quality and price of the ISN

“product” can be more easily compared than services provxded in fragmented nonsystems of
independent providers. -

. Limits on growth. The plan uses global limits to protect consumers from excessive growth in health
care costs without micromanaging provider and health plan budgets. The Commissioner of Health
will establish an annual limit on the rate of growth of all public and private health care spending for
Minnesota residents that will ensure that the projected rate of growth will be reduced by at least ten

percent a year for each of the next five years.

* Payment systems. The global limits on growth will be enforced by the Commissioner of Health
through payment systemreforms. The limits will be enforced differently for ISN and non-ISN health
care services. Each ISN will be subject only to an overall limit on growth. Non-ISN services will
be regulated through an all-payer system (in which multiple payers and health plans use a single
payment system) that will ensure that overall growth in expendntures for non-1SN services does not
exceed the growth limits established by the state.

« A balance of competition and collaboration. The plan uses incentives to prompt changes in the
marketplace so that ISNs will begin competing with each other to provide better quality services at
reduced prices to purchasers and consumers. Competition will be facilitated by the collection and
distribution of comparative data on the price and quality of each ISN. In circumstances where
competition is likely to produce inefficiency or excess capacity, the plan facilitates managed
collaboration of providers and networ” ;. Competition and collaboration are balanced to produce
the best possible environment for Minnesota consumers.

* Purchasing reform. Opportunities for small groups to join together through public and private
pooling mechanisms will be enhanced and facilitated.

vl



ley Fentures |

Technology The Health Planmng Advrsory Commrttee wrll evaluate selected technologies for
e f safety. efficacy, health outcomes, and cost effectiveness. The technology assessment will be used
by provrders, health plans, employers and other purchasers, consumers, and ISNs to make decisions

- abo covera and appropnate use of technology ‘Because ISNs are accountable for controlling their
“"'ubject to hmlts on growth ;th y be , ’ ‘ot make appropnate. cost-

. p .
- tion on health care costsand. quahty and provrde related technical assistance to consumers, providers,
S “employers health plans, and other persons and orgamzatrons The center will offer information and
- assistance: relanng to practrce parameters, outcomes data and research technology assessments, the
Spr ices and- ‘quality of ISNs purchasmg pools for small groups, consumer education, prevention
strategles, and other rmtlatrves i ' o L

parameters. Practrce parameters wi approved to provrde guidance to
roviders regardmg the most effective methods of care and treatment. Practice parameters that are
loped should recogmze the need for mtraprofessronal and inter professronal collaborations.
{‘Provrders who adhere to approved practrce parameters ‘will be protected from malpractrce liability.

ention. Pubhc and pnvate preventron acnvmes "hanced and expanded

onsumer educatlon. Consumereducatron programs wrllbe estabhshedto empowerand encourage
jconsumers to make informed, wise choices about buying: and " using health care services and to
: encourage and motwate consumers to adopt healthy hfestyles that wrll reduce health care costs.

. Regional Coordinating Boards. Regronal Coordmatmg Boards will provide local input to the
" Commissioner of Health and the Commission regarding statewide cost containment programs and
will serve as alocal connection for statewide activities and a t‘orurn fcr local efforts to improve health

care in each region.

Publiccommitments of health plans and providers to voluntarily reduce growthin costs. Health
plang and prowder’s will be challenged to make a public commitment to reduce the rate of growth of
their costs and prices by at least ten percent. Health plans and providers who make the public

~ commmitment will submit trend projections and data that will be used to monitor and evaluate their

,,,,,,
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Key Features

success in meeting the targets. The names of participating proi/idcrs and plans will be published and-

general information on their success in fulfi ng thc commitment W111 be distnbutcd to employers,

' qurchascrs and other mterestcd groups.

_ :;Special projects wnth short-term cost savings. In addmon to the. structural health care system

ment initiatives that w1ll bc 1mp1emented under the Commission’s

’__"jcostcontam ’entp]an"an mbgrof spec1f ic, targeted strategxes thathavethepotential forshort-term
"f‘cost savmgsWnll be undertaken in areas such as reducmg prov1de""ﬁ'aud reducmg health care
. advertismg, improvmg 1mmumzat10n programs reducmg tobacc use and improvmg birth out-

: ‘:‘comes S o ~
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" Cost Containment Plan



Introduction

Overvie\k of the cost wmuinmeni'plun

The Commissmn s cost containment plan mcludes both long-lenn major restructuring of the health
care system and initiatives to achieve short-term cost containment ‘goals. The plan combines many
different strategies into a comprehensive package. Under the plan limits on growth in health care
spending will be established and enforced by the Commissioner of Health to ensure that the rate of growth
isreduced by atleast ten percent a year for each of the next five years. The planencourages the formation
of Integrated Service Networks which are integrated networks of providers and/or health plans that.

are fully accountable for providing the full continuum of health care services to their enrollees fora fixed -

dollar amount. Integrated Service Networks will.compete on the basis of both cost and quality.
Competition and Collaboration will be balanced to produce the best possibie environment for health
care consumers. Technology will be evaluated for effectiveness and value. Practice parameters will
be developed and approved. Prevention and public health activities will be promoted and enhanced.
Consumer education programs will be coriducted. Health care data collection systems will be
developed and implemented. Short-term cost containment strategies will be implemented. Health
plans and providers will be challenged to make a publie.commitment to voluntarily reduce their own
rates of growth. .

Each component of the cost containment plan is described later in this report.

Limits on growth

The 1992 HealthRight Act requires the Commissioner of Health to establish an annual limit on the
rate of growth of total public and private health care spending in Minnesota. The limit must reduce the
current rate of gt vwth by at least ten percent a year for each of the next five years. Under the legislation
and the Commission’s plan, health care costs may continue to grow, but at slower rates than those now

being forecast.

To set the limit on growth, the Commissioner must first forecast the rate of growth that would occur
without any cost containmentinitiatives. Then the Commissioner will seta growth limit that will ensure
thatthe actual rate of growth will be at least ten percent less than the forecasted increases that Minnesotans
would otherwise experience. Forexample, if the Commissioner estimates that the amount Minnesotans
spend on health care will increase by 10 percent from 1993 to 1994, the Commissioner must limit the
actual rate ofincrease to 9 percentor less. Thisprocessisrepeated each year forthe next five years. Using
the example of a 10 percent annual rate of increase, the annual rate of growth in costs would be reduced

from 10 percent 10 5.9 percent by 1998,

Based on preliminary estimates of'total spending and assuming a hypothetical rate of increase of 10
percent a year, the implementation of the spending limits and the cost containment plan will mean

13

P



Chapter One 'Inirodui:;liiion

on health care in 1994 and by 1998 will have
a es of total spendmg and growth rates will be

anesotan will spend from $150 to $200 million 1
saved a cumulatlve total of $6. 9 btlhon dollars. Est
refined in the'c commg months

The 1992 Hcaltthght Act reqmres the Commis : er of Health to use 1991 as the base year for

estimating total spendmg and rates of spending gro
the base level of total health care spending is not artificially mﬂated by individual providers or'health
plans who increase their rates dunng 1992 and 1993
established for 1994 Artificial mﬂanon or paddmg
: through adjustments to the base y year spending totals C
to be devclopcd by the Commnssxon in the coming

costs'or prices will be monitored and addressed
fututje spendtng limits or through other methods

K ollection ﬁtdf@gy.

“A data collection strategy was adopted by the Commission early iniits deliberations to collect the Lest
figures possible on 1991 health care spending to meet the January 1993 deadline for submitting a report
tothe Leglslature The strategy involves working dlrectly with themajor payer groups (health insurance
companies, HMOs, Blue Cross-Blue Shield, large employers, and government programs) to determine
the growth rate in health spending between 1990 and 1991, This strategy will capture spending on
personal health care services for approximately 50-60 percent of covered individuals in the state.

More detailed information will be needed from both the provider and payer groups. As more data
becomes available, the state will be able to more closely monitor Minnesota health care spending and
adherence to the spending limits. The Commission will collect data from providers beginning in July
1,1993. This data will be used along with the data from payers to track total health expenditures in the

- State of Minnesota. The two levels of data will be used to document revenues and expenditures and to
cross check the data provxded by each method.

The data collecuon strategy is descnbed in more detall in the section on Spending Data and Trend
ijectlons " : i -

| 1994' the first year of spendmg hnms

The madequacy of existing data on health care spendmg handxcaps the short-term implementation
of the cost containment plan. The Commission and the Commissioner of Health, with the advice of the
Data Collection Advisory Committee, are implementing a comprehensive, statewide data collection
initiative that will allow Minnesota to begin collecting detailed data on spending in January 1994. For
the tirae period before this, the Commission must rely upon aggregate figures and estimates which alone

14
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,v;,.‘?"'C’Iv_ifdplor One: Introduction

are not suff cient to serve as the basxs for enforcemen rregulatoryv ction against individual providers
or health plans For this reason, the Commission’s plan contemplates that calendar year 1994 will be
the first full year that is subject to a limit on the rate of spendmg growth

Thc 1992 HealthR:ght Act specified that hmlts_' growth should become effective July 1, 1993,
rather than. January 1, 1994, as the Commission recommends.. ‘To :address any excess spending that
Minnesotans may experience due to the s1x-month delay in 1mplementatxon spending levels will be
monitored and growth limits set in a manner that cnsures that, b nuary 1, 1997, total health care
ndin; ’ ' ve been achieved had the growth

hmlts been lmplemented July l 1993

Responsibl‘lny for lmplemenling Ihe 'plun s

~Most components of the cost containment plan will be nmpleme.lted by the Commissioner of Health.
As envisioned by the 1992 HealthRnght Act, the Commlssxon will provide extensive and detailed

recommendations to the Commissioner and closely monitor implementation by the Commissioner. The

1992 HealthRight Act requires the Commissioner of Health to submit a report and explanation to the
Legislature anytime the Commissioner departs from a recommendatlon of the Commission,




Integraied Service Networks

[Incentives will be used to encourage the development of
competing Integrated Service Networks that are account-
able for the price and quality of their services.

Summary

Akey feature of the cost containment plan is the development of Integrated Service Networks (ISNs)
which will compcte with each other to provide hlgher quality services at a lower pnce ISNs will be
responsible for providing the full continuum of health c care services (from routine primary care to acute
- inpatient hospital services) for a fixed price, thus creating incentives for the participating providers and
“health plans to become more efficient. The development of ISNs will also facilitate competition because

the quality and price of the ISN “product” can be more easily compared than services provided in
fragmented nonsystems of independent provnders The development of competing ISNs that are
accountable for the price and quality of their services will be encoumged through incentives for
providers, health plans, and purchasers.

What is an ISN?

An ISN is an organization that is accountable for the costs and outcomes associated with delivering
a full continuum of health care services to a defined population. An ISN will provide all needed health
care services to its enrollees for a fixed price. 1SNs will take many forms and may be sponsored or
initinted by providers, health maintenance organizations, i insurance companies, employers, or other
orgumzatlons

ISNs are similar to health maintenance organizations (HMOs), except that there will be significantly
more flexibility in terms of both the types of organizations that may form or participate in an ISN, and
the structural and contractual relationships between providers, health plans, and other participants in a
network. For example, an insurance company and anumberof mdcpendent providerscould forman ISN
by agreeing to share the risk of providing coverage for a fixed cost to the purchaser. Or a number of
independent providers could form an ISN and collectively share the risk of providing needed services
to individuals and groups that purchase coverage from the ISN. The risk could be borne entirely by the
participating providers or the ISN could purchase reinsurance to protect it against high-cost cases or
exceptional losses. These kinds of arrangements are not permitted under current law. ISNs will have
flexibility in structure as long as they meet basic criteria of being responsible for a continuum of care
and costs among a defined population. (See figure on next pagc for three examples of how an ISN might
be structured.) :

The ISN concept is not new. The underlying principles upon which the ISN concept is based have

17




Chapter One: In!_egl-died Service Networks

been shown to be effective
both in urban and rural s.r-
eas. A good exampleisthe
Itasca County Medical As- - Qverall Limits
sistance demonstration onfach SN ~~
project. Undcr}thls project,
the state Medical Assistance

 HEALTH PLAN

~program contracts with : E »Pm,“def E
Itasca County to provide all o "_?}n . Nem,k H
needed health care services B ¢ | i

’ o e . 1 1
tg Medlcal Assistance re- ; : IProvuderHProvder] !
cipients for a fixed payment ; !
amount. Participating pro- ! !

paing | >

viders share in the risk that B
the county will be able to

provide the required services within the budgeted amount. Because of the greater eff' iciency that has
resulted from this arrangement, providers who participate in this project receive substantially higher

payment rates than the rates pand to nonparticipating providers under the conventional Medical -

Assistance fee schedule.

Individuals, employers, and other purchasers will buy health coverage from i Nsin the same manner
they now purchase coverage from insurance companies, HMOs, and other health plans, except that the
price of coverage will be more clearly identified, future increases will be lower and more predictable,
and more information on price and quality will be available to facllnate comparisons between different
ISNs when purchasmg health covcrage

lncenlives for lhe formn'ion of lSNs

* Formation of ISNs will occur in response to incentives, not governmental mandates. Employers,
state programs, and othcr purchasers will be encouraged through incentives and other methods to
purchase health care through ISNs. Providers will not be required by the state to participate in ISNs.
Providers are expected to voluntarily join ISNs.or form their own ISNs because of the opportunity to
benefit financially from efficiencies that can be realized in an ISN and because ISNs offer greater
flexibility and fewer regulatory controls than the non-ISN system. (Services that are not provided
through an ISN will be subject to regulatory controls to contain costs. See the next section on Growth
Limits and Payment Systems). ISNs are also expected to encourage providers to affiliate with them by
offering benefits such as office and administrative support, a simplified payment schedule for patients,
simplified reporting systems, and liability coverage. Technical assistance and start-up grants will be
provided to facilitate the formation of ISNs. '
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Chuple'r One: Integrated Service Networks

State und'federul programs

The State of Minnesota. wnll facilitate the development of ISNs by moving toward purchasing
coverage for persons enrolled in state programs from ISNs. The' 1992 HealthRight Act required the
Department of Human Services to develop a plan for providing coverage under state programs through
managed care arrangemcnts ‘The Commission will work with the Department of Human Services to
implement a plan that is consistent with the Commission’s cost containment plan and promotes the

‘ developmentof ISNs. Inaddition, arequest forawaiver fromthe Health Care Financing Administration

will be developed for the implementation of a statewide demonstration projection to enroll Medicare
beneficiaries in ISNs.

Regulalory requiremenis

Enabling leglslatlon will be needed to authorize the formation of ISNs. All ISNs will operate on a

level regulatory playing fi eld ‘regardless of whether an ISN was’ formed by an HMO, an insurer, a

provider, or a purchaser. Regulations will not be used to mncromanage the administration of the
networks, ISNs will be required to satisfy basic criteria. but will. ‘have flexibility to define their own
structure, ISNs will be required to limit the rate of growth in their costs to the growth rate established
by the Commissioner of Health (this is discussed in more detail in the next section on Growth Limits and
Payment Systems). Growth Timits must be reflected in prices charged to purchasers. 1SNs will be
required to demonstrate their ability to bear the financial risk of providing all needed services to its
enrolled population.  ISNs will be required to satisfy standards for quality and to submit data and
information on health care revenues, prices, costs, and quality.

Covered setvkes

ISNs will beresponsible for providing needed services within a defined benefit structure thatincludes
a continuum of care and services. A uniform, standard comprehensive benefit set will be established
which every ISN must offer. The Minnesota Health Care Commission will develop guiding principles
to be used in developing the benefit set. ISNs will have the option of offering additional benefit opti :ns.
ISNs are expected to compete on the basis of price and quality of the stan Jard benefitsetand supplemental
benefit options. An ISN could offer additional options such as additional covered services, different
levels of copays, and a “swing-out” or “ instant-choice” coverage plan. The services covered by all ISNs
should include the most cost effective services and consumer incentives, with some type of competition
among ISNs for additional benefit options.

19




Chapter One: InIeg’lfr;ij'lved Service Hefﬁorks

Financial aucuntubiliiy

ISNs wnll be rcspons:ble for providing all necessary and appropnate services to the enrolled
population fora predetermined or fixed payment amount or capitated rate. ISNs could bear the financial

risk themselves, share the risk with an insurance. partner, or use other arrangements. Financial

accountablhty reqmremems wnll be designed to facxhtate entry into the market of new ISNs.
Qualily und price informcﬁon

‘ISNs w:ll be measurcd and compete on the basis of definable cost, patlent satisfaction, and outcomes
expectation SNs will be required to report data on quahty. pnces. costs, and unhzauon Extensnve

reserves or depletmg neeessai'y reserves. A standardized format and process for reporting, annlyzmg,

and dlssemmatmg information will be developed collaboranvely Thls process should be undertaken as
a pubhc-pnvate partnership, with the State of anesom actmg as a facllnator toensure that information
is complcte. umform. and objectwe .

Provider purﬂdpnﬂon

Participation by provnders in ISNs is not mandatory. Prowders may choose not to participate in an
ISN, may partnc:pate in more than one ISN, and may simultaneously serve both ISN enrollees and non-
ISN patients. Most provnders are likely to have both ISN and non-ISN business.

The fi nancml rel'monship betwcen the ISN’ orgamzanon and its pamcupatmg providers will be
'dcf’ ned by contract. ISNs may-establish credentialing standards for provider participation. 1SNs and
providers will have maximum flexibility to negotiate the provider credenuahng and payment relation-
ghips. Payment methods may include fee-for-service, salaried staff, efficiency bonuses, capitation, or
other arrangements. During 1993, the Commission will consider a mechanism which will allow

providers to work together to define their relatlonshlp with their ISN
ISNs will be encouraged and empowered to make appropriatc use of mid-level practitioners and

allied and alternative providers. Steps must be taken to prevent these providers from being barred
inapprapriately, while at the sars time allowing Rexibility fusr 18N 1o manage thelr own networks,
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Chapter One: Integrated Service Networks

High rlsk groups und mdlvnduuls

The goal of the ISN systcm isto provideaccess toISN coverage for everyone. The principles ofhealth
insurance reform that are reflected in the 1992 HealthRight Act will be incorporated into the regulatory
requxrcmcms for ISNs. The goal of the Commission is that ISNs may not deny enrollment on the basis
of any specific underwriting criteria. At the same time, safeguards must be included to address serious
adverse selection against ISNs. Costs of coverage will be spread across large populations to ensure that
hlgh risk gro ""ups and mdwnduals have access to affordable coverage Enrollment standards will ensure
rowth limits and payment systems
ost challenging and costly groups
cert with requirements for the non-

 requirements are consistent and

The development of ISNs throughout the state is an important component in achieving cost savings
and achlevmg the target of slowing the growth in health care expendltures In addition, ISNs can make
significant contributions to the development and implementation of quality and outcome measures and
practice parameters, The development of ISNs in the Twin Cities metropolitan area islikely to be rcadnly
achieved. Itis nntnclpated that most, if not all managed care organizations currently operating primarily
in the Twin Cities regnon will be able to qualify as an ISN in a rapid manner. Additional enrollment in

(7%

the Twin Cities region in exlstmg and newly ueated ISNs is hkely to occur fairly rapidly.

Theoverall developmcmof ISNs throughoutthc statewnllrequxrealongcrpenod oftime. Thelonger
timeframe wrll be needed primarily to develop ISNs in rural areas which have not traditionally been
involved in’ anaged care systems. The enrollment of consumers and the contracting with providers in
rural areas will need to be accomphsh t with a great deal of care and sensitivity to the needs of rural
communiti echnical assistan~ und start-up loans will be provided to facilitate the formz'ion of
alternative ISNs in rural areas, based on existing successful ISN models. As the first rural ISNs
experience success, the development of ISNs in rural areas will accelerate.

The Commission is optimistic that ISNs will form in rural areas. One reason managed care plans
Lave not generally developed in rural areas is the resistance of providers to participation in HMOs,
particularly HMOs entering the region from other parts of the state. The Commission’s cost containment
plan will offer new options to rural providers, such as the opportunity to join with other rural providers
in a community to form an ISN on their own. Under the Commission’s cost containment plan, providers
are expected to seek to join an ISN or form their own ISN because of the advantages of the ISN structure
over the regulated, non-ISN system. However, even if the development of ISNs does not occur in some
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reglons, the region will stlll be protected from excessive growth in health care costs through the
s 1mplcmentat|on of a regulated system for non-ISN health care services.

‘N'o'"n-ISN s rvnes.'

he form lon of ISNs_ mll,be voluntary In order to meet the global spendmg limits establis aed by

Iﬂaian eaﬁmmes that. even in the ahort term, inmlemcmmlcm of 1SNs will produ«.e (]
signifi cant reduction in costs, as compared with nonmanaged care insurance. In addition, other longer
term ‘strategies for slowing the growth of health expenditures will also be enhanced by the rapid
implementation of 1SNw, such as practice parameters, purchasing efficiencies and the uum-eﬁecuw use
of mid level practitioners and other allied health profcssxonals
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 Growth Limits and Payment Systems

" _While competition and other strategies have a potential for
controlling costs over time, limits on growth will protect
- consumers ﬁ'om excecwve cost increases. Growth limits
will ensure that th te of growth in health care spending
s reduced by t;least ten percent a year for each of the

’ next five years.

Vreahstrc. achrevable level. . However, the limit will. ensure that the annual rate of growth of health
expendrtures is’ reduced by at least ten percent below the rate of growth that otherwise would occur.

Under the Commrssron s cost containment plan thrs goal will be achieved through extensive system
reform, rmplementanon of targeted cost savings programs and expenditure growth limits applied
through payment systems. The limits on the growth of health expenditures will be enforced through two
different payment systems, one which covers health care provided through the ISN system, and asecond
which covers health care provided outside of the system. Both of these systems will be held to limited
growth rates for health care expenditures, and both wrll be subject to competition or comparisons based

on cost and qualrty

. Whiletwo payment systems are discussed here inrelation to the enforcement of spending limits, the
Commission recognizes that a third major system exists for providing health care services: the public
healthsystem. Thepublic healthsystemplaysa vital rolein the health care system. Publichealthagencies
perform important functions that cannot be expected to be provided by private orgamzatlons Theroles
and functions of public health agencies, however, will necessarily be redefined in the context of a

. changing health care system. The role of public health is discussed in detail in a later section of this

chapter.
Limits on ISN ‘growth

* ISNs will provrde comprehenswe health care services to a defined population within a defined
‘budget. Each ISN will be subject to an overall ceiling on increases in aggregate revenues based on the
statewide growth limit established by the Commissioner of Health. Fully operational ISNs will be
accountable for remaining at or under the specaf‘ ed rate of increase for expenditures over the previous
year, and this target will be reflected in the premium prices charged to buyers. Special trend limits will
be used for new ISNs to reflec high initial expenses nnd trend fluctuations. Once an ISN is fully
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Chapter One: Growth Limits & Payment Systems

operational, the ISN’s overall budget, adjusted for population changes, will be subject to a maximum
‘rate of increase over the prior year. :

.. TheCommission will consider means of developing the target budgets for ISNs in a manner that does
. -not penalize ISNs that have worked to keep cost increases low in the past. The philosophy behind the

~ISN concept is one where efficiency is rewarded, and methods of considering past efficiency will be
developed as the details of the ISN implementation are worked through.

ISNs will be expected to provide comprehensive care to theirenrolled population within their budget.
TheISN will be freeto determine the specific means of managing toreach this goal. Thisapproachavoids
micromanagement inherent in rate regulation by allowing each ISN to structure itself in the most cost
effective manner possible. Eventually, competition among ISNs on the basis of cost and quality will
provide the incentive to keep costs low, and has the potential to eventually render overall limits on ISN’s
budgets unu..cessary. ‘

In order to administer this system effectively, reporting of precise and detailed data on revenues,
expenditures, outcomes, costs, and patient demographics will be necessary. The Commission will work
with the Data Collection Advisory Committee, ana the Health Department to determine the most
effective means of collecting, analyzing, and reporting this data.

Adjustments to growth limits for ISNs. The specific rate of increase for each ISN will be
determined by adjusting the statewide growth target for changes in the population served by the ISN.
. These adjustments will compensate for changes in enrollment, changes in the relative risk of the covered
populations, changes in statewide population demographics, changes in the Gross Domestic Productand
~ other factors. Accurate and responsible methods of risk adjustment will be determined by the

Commission over the course of the first year. The rates of increase will be set so that, in the aggregate,
the overall rate of increase of each ISN is within the limit established by the Commissioner of Health.

ISN's will not be permitted to meet their spending (argets by shifting greater portions of the expense
to the consumer through increased copayments and deductibles. Reporting of information on plan design
will be required so that co-payments and deductibles can be monitored.

Special populations and services. The direct incentives built into the risk adjustment system will
encourage providers and ISNs to compete for populations with special needs, including patients at risk
for costly illnesses, patients with additional social and medical needs, and public patients. The
Commission will monitor the risk adjustment process with special attention to the effect on populations
with special needs and the adjustment process will be revised as necessary to maintain incentives for
providing care to all groups of Minnesotans. In addition, methods must be developed to incorporate the
costs of graduate medical education and clinical research, both of which are important to the continued
quality of Minnesota’s health care delivery system.
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Chapter One: Growth Limits 2 Puy;nent Systems

The regulated all-payer system for non-ISN services |

Providers and purchasers will not be mandated to participate in the ISN system. Rather, incentives
will be created to encourage participation. Within this voluntary system, there will necessarily be care
provided outside of ISNs, and the growth of expenditures in this non-ISN system must be limited as well.
IfISNs are as successful as the Commission believes they will be, the non-ISN system should be a small
portion of the overall health care system.

A regulated “all-payer” system will be developed and implemented to control prices and utilization
of services not covered by an ISN. This “all-payer” system will provide a single, standardized payment
scheme for-all non-ISN payers. While the primary purpose of the all-payer system is to control the rate
of increase in costs for services not covered by ISNs, the new system will also substantially reduce
administrative costs for providers and payers by standardizing the hundreds of payment and utilization
control systems currently used by payers. '

Recognizing the complexities of attempting to control a diverse and non-integrated set of health care
providers and payers, the means of implementing this system will be developed over the next year. A
Request for Proposal (RFP) has been issued for consultant assistance in developing the specific details
of the non-ISN system, utilizing the general principles and issues outlined by the Commission and the
Payment Systems Committee.

General Principles of the non-ISN system. The non-ISN system will be designed and maintained
in a manner that provides incentives for providers and others to enter or create an ISN. It is the

Commission’s goal thatthe ISN system will be successful enough that all or nearly all providers, payers, .

and patients will want to be affiliated with the system. It may be necessary to maintain a small regulated
system even in the long term, to prevent mandating participation in an ISN and to also reach the goals
for expenditure reduction.

Quality measures will be developed for the non-ISN care to monitor the impact of the regulatory
system on quality of care. Wherever possible, competition among providers will be facilitated.

The non-ISN system will be designed to control costs. Overallexpenditures on care that occuroutside
of anISN will be limited in amanner that is consistent with the legislative mandates and the growth limits
established by the Commissioner of Health,

- Limits or fee schedules will apply to all providers with independent billing rights whenever they care
for an individual not linked with an ISN. Insurers who do not choose to operate in an ISN structure will
be required to reflect similar limits in their premium structure. These limits or schedules will be
constructed with input from affected provider groups through regional and statewide representation in
the decision-making process. The system will provide an opportunity to appeal.
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Chapter One Growth Limits & Puymen;l:‘"fyi'stems

The administrative costs assocxated with creatmg nd_mamtammg the regulated system will be:

~ minimized. Partxcxpants will be required to report data on revenues, expenditures, utilization, and
outcomes. The specific issues that will be addressed in t evelopmentof the all-payer system, through
the consultant and discussions thh the Commxssxon and its Payment Systems Committee include:

‘Methods of controlhng expenditures. In developing the payment system for the services provided
outside of the ISN system, the Commission and consultant will evaluate a variety of methods for
controlling fees, The methods considered will include the establishment of a fee schedule, adoption or
adaptation of an existing fee schedule such as Medicare’s RBRVS system, price freezes and other
possible methodsf The regulated, all-payer system does not necessarily mean lower provider payment
rates. The syst" 1 will be managed to ensure that the overall growth in spending in this sector does not
exceed the growth limits established by the Commissioner of Health. The starting point for the non-ISN
system will be current spending levels, plus reasonable increases for growth based on statewide limits.
To the extent that providers serving non-ISN patients can become more efficient and avoid excessive
increases in utilization, fees, and total spending, non-ISN provider fees need not be reduced and could

in fact be increased.

Methods of controlling utilization. In order to control total expenditures, it will be necessary to.

control utilization as well, Options include application of standardized utilization review criteria, a take
back of excess spending due to over-utilization, required use of practice parameters or guidelines,
enforcement of provider conflict-of-interest restrictions, volume-based adjustments to fee schedules
based on the Medicare fee update model, and other methods.

System oversight. The Commission will work with the consultant to examine the possible means
of overseeing the non-ISN system. Alter~ . ives such as centralized state oversight, regional adminis-
tration or some combination will be examined with the goal to minimize administrative costs.

Data reporting requirements. Specific data on the costan quality of care provided outside of the
ISN system will be reported. The Commission will work with the Department of Health, the Cost Trends
and Measurement Committee, and thc Data Collection Adwsory Committeein dctermmmg how thisdata
will be collected.

Timetable. The RFP for consulting service to deliver the non-ISN system was issued in February
of 1993. The consultant will work with the Payment Systems Committee over a several month period.
By May 1993, the legislation is expected to be enacted to authorize development of an all-payer system
for non-ISN services. If all of the details regarding the all-payer system are not specified in legislation,
an expedited rulemaking process will be needed to allow the Commissioner of Health to resolve the
remaining details and implement the system in January 1994,
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o strategles wuth at least a 10:1 savings ratio.

Chapter One: Growth Limits & Payment Systems

Fraud an abuse Experts estxmated that fraud and abuse in health care represents about ten percent

del immunity reporting law, passage of an 'mtnfraud statute, and creation of a fraud unit
overnment enforcement. This is estlmated to be one of the most s:gmf cant cost savings

State Negotiated Volume Discounts, For patients who are not enrolled in an ISN, savings can be
achieved by negotlatmg discounts for pharmaceuncals, medical supplies, and equipment. Volume
purchasing programs may also be beneficial to small providers and payers. The Commission
recommends establishing a pooling program to enable small purchasers to join together and obtain the
dlscounts that are available to large volume purchase L
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Summary E

‘the Commussxo 'ys plan facilitates competition betwes

Competition

Incentiﬁ‘és vill be used to produce changes in the
so~t_hat Integrated Service Networks will
dh each other to provide better quality
services at lower prices.

The Commission believes competition shows SIgmf' cant promise as a method of controlling costs
and improving quality overtime. However, different Commission members have different views on the

“likelihood that competmon will ultimately make growth limits and regulatory controls unnecessary. If

the health care system evolves to a system that consists largely of competing ISNs, regulatory controls
will be minimal; Competition will keep costs below the overall limits established by the Commissioner
of Health and the non-ISN regulations will apply to a relatively small percentage of health care services.
The Commission believes that in three to four vears close to 90 percent of health care services will be
provided through ISNs. However, if ISNs and competition do not all but eliminate the need for
regulation, the limits on growth and the all-payer regulatory system for non-ISN services will ensure that
conSumers and purchasers are protected from excessive increases in health care costs.

Why is ¢om’ etition mporfunl’

The Commission cons:ders compeunon to be an effectlve force that can produce innovative and
creative cost contamment strategies without mxcromanagmg health care decision making. Therefore,
SNs on the basis of both price and quality.
Changes in the health care marketplace can be made lincrease the effectiveness of competition
asa forcc to redice costs and increase quality. Howev Commission does not consider competition
to be an end in itself, but a means to an end. Some kinds of competition are undesirable. An example
is when competition between providers to purchase expen e equipment results in excess capacity and
increases cost and volume without improving access ‘or quality. In these situations, regulated
collaboration i is appropnate

The concept’of consumerism” guides decisions about the appropi iate balancmg of competition and
regulation. Thekey factorin determining whether competition is appropriate is the impact on health care
consumers, Competition that benefits consumers should be encouraged and that which has a negative
impact on consumers should be discouraged. Similarly, competition should be supplemented by, or
replaced by, other strategies if the alternative strategies will produce a greater benefit for consumers.
Even in circumstances where competition has the potential for controlling costs, a number of years may
be required before a mature competitive marketplace emerges. In the meantime, the continuing rise of
health care costs will place health care out of reach of more and more consumers and employers. For
this reason, the Commission will rely upon setting and enforcing global limits on growth through
39
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Chapter One: Compeﬁl"i‘on

$ competition. The Commissioh? plan thus represents a balancing of competition
~and regulation, S :

‘ “Why'isn’f‘compeﬁﬁon working?

' Although any experts feel that health sector competmon in Minnesota has resulted in lower health
care costs in comparison to other states, a major question has been why competition is not working more
effectively to slow the growth of health care costs. On ason has been that the consumer has been split
into users (mdlvxdual consumers) and payers (emplo' rs and other group purchasers) acting indepen-
- dently of one another. Users are often detached from the cost impact of their decisions. Consumers do

““not have good information about price and quality. In addmon decision making is complex and often -

~ “delegated” to the physician or other provider. Moreover tax laws partially insulate consumers and
employers from the full cost of health care. E T

. g consensus to contain health care costs within
: govemment the health care industry, and in societ '1‘a‘ige Although Minnesota and especially the
‘TwinCities have hadarelatively highlevel of enrollmentin managed care plans over the past 10-20 years,

the development and expansion of ISNs are env1srohed to cover a much greater proportion of
Minnesotans. With the combination of stronger conse: and determination to control costs and greater
numbers of anesotans in ISNs, competition has a much better chance to be effective in slowing the

- growth of health care costs.

Another reason is that there has not been the st

_ ‘ ‘ltated The formation and expansion of ISNs

will itself facilitate competition because the health care ‘product will be the entire package of services
and the price wnll be clearly defined. The regulatory system for ISNs will be designed to stimulate
competition by makm g it easy for new ISNs to enter the market

Competmon w1ll be further stimulatecd by i lmprovmg the availability of information on the price and
quality of each ISN. Providers, health plans, employers consumers, and other stakeholders will
collaboratwely develop and continuously improve a system of collecting and disseminating data on
quality and price. This information will help consumers and purchasers compare the quality and price
of services offered by different ISNs and non-ISN providers. This information will also help providers
and health plans improve their quality and efficiency.

Major efforts will be undertaken to fully exploit the potential for competition between ISNs to

produce significant improvements in quality and affordability of health care. A major focus of these
efforts will be to give ISNs the tools and information they need to continuously improve their quality
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Chapter One: Competition

e . ‘
and effi ciency, such as practice parameters, technology assessments, and quality and outcome data (see
~ . the sections on Practice Parameters, Technology and Major Expenditures, and Data on Quality and
- Outcomes)

o Punhusing:;pool's

© . An undesxrable side effect of competition in the current marketplace is that large purchasers use their
- purchasing power to obtain deep discounts in provrder fees and health plan premiums. Providers and
health plans often make up for the lostrevenue by i mcreasmg their fees or premiums for small purchasers.
~ This is known : as cost shifting. Purchasing pools i increase the ability of small employers to obtain an
affordable pnce by increasing their clout in the health care marketplace. Purchasing pools also enable
small employers to benefit from the advantages of a larger risk pool; the risk of high-cost cases 1s evened
“out by being spread across a large population. The newly created Private Employers Insurance Program
~ (PEIP) provrdes an opportunity for employers to join'a ]arger pool. (The PEIP program is described in
more detail mi;_the section on Health Insurance.) Other private purchasing pool initiatives will be
encouraged and: facilitated through statutory changes and other methods.

| Go'vernmeniall?finvoliréiiiém

The State of anesota wrll act, asnecessary, to preserve competition by prohibiting monopolies and
monopsonies (excessnve market power ofasingle purchaser) and preventing unfair practices. The State
of Minnesota has a role in ensuring that the process of CO"CL ting and disseminating data on quality and
price is standardlzed reliable, objective, and useful.:.” he State of Minnesota will also act to protect
individual consumers or specific populations who mxght otherwise be excluded or adversely affected in
* a competitive marketplace.

Rural competition

Multiple competing ISNs are possible, and will be encouraged, even in rural areas where provider
monopolies may be unavoidable. Even if competing ISNs do not emerge in these areas, data on price
and quality will facilitate comparisons to other reglons and create pressure for improvements in
affordability and quality.
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“islikely to prod

"lmp'ul of colluborahon.

Collaboration

In circumstancéﬁ& where competition is likely to produce
inefficiency or ()véi"capacity, the plan facilitates managed

Providers will be encouraged or required to collabotjéte when competition is likely to produce excess
capacity in the health care system and when collaboration is more efficient than competition.

‘Competition can be an effective force for lowering costs and improving quahty However, competition
“is not always the best approach. In some cases, comp
-which actually increases costs to consumers. Theé:Commission’s plan balances competition and

 collaboration to roduce the best possible benefit for cons
ineffic czency or overcapacxty, the C mmxssnon s plan facilitates managed collabora-

on produces inefficiency and excess capacity

nsumers. In circumstances where competition

tlon betv cn'pr v1dei's and networks

mg whether pnvate sector collabo _ on should be condoned or facilitated, the impact
onother prowders including private sector, commumty-based orlarge public teaching facilities, should
be carefully conSIdered to ensure that the arrangement is beneficial to the entire community.

Examples of collaboration.

Specific inétances where collaboration is approbriéte include:

(1) The development of uniform criteria, forms and procedures for the collection of data on
outcomes, quality, prices and costs; :

(2) The development of uniform billing forms and'claims processing procedures;

(3) The criteria and process for evaluating new. technology and disseminating information on its
safety, effectweness, and cost-effectiveness; =

) Collaboration in the purchasing and use of costly diagnostic equipment and technology when
competition is likely to produce excess capacity;

(5) Collaboration in the formation of ISNs;
(6) Collaboration in the development of practice guidelines;

(7) Collaboration in the development and implementation of uniform utilization review require-
ments; and

(8) Collaboration to reduce health care advertising costs.
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Chapter One Collub@ralion

Antitrust protection

~ Somekindsof private sector collaboration violate antitrust laws. Forexample, an agreement between
competing hospitals to share a costly testing device such as an MR, rather than each hospital purchasing
one, is potentlally prohibited under antitrust laws, Similarly, agreements between competmg prov iders
- regarding whnch providers will offer which highly specialized procedures raise antitrust issues.
However, in certam circumstances, these agreements may prevent excess capacity, improve quality and
access, and rcduce costs for consumers. The 1992 HealthRight Act established a process for the
Commissioner of Health to sanction collaborative agreements involving health plans or prov:ders that
wﬂl benefit consumers. By sanctioning the agreements and providing ongoing state supervision, the
'state“»can‘protc artncxpatmg providers and health plans from antitrust liability. The Minnesota
Department of Health is in the process of developing’ rules and procedures for the program. The
_Commission will work with the Commissioner of Health, the antitrust division of the Attorney General's
Office,and health care mdustry representatives to successfully implement this program. Antitrust laws
ssed in more depth in Appendix B s

:-»Aniikitkbuc (provider conflict of interesl) issues

A stratcgy that features prov:dcr collaboration must also take into account the federal and state
“antikickback” (provider conflict of interest) laws. These laws prohibit certain arrangements in which
a provider receives a benefit for making a referral to another provider (an example is a physician who
has an ownership interest in a medical laboratory and therefore profits every time the physician refers
a patient to the laboratory). These collaborative arrangements are believed to cause overcharging and
overutilization, particularly in systems in which provider compensation is based on fee-for-service.
Provider conﬂlct of interest restrictions are summarized in Appendix C.

Unhke the recogmzed state action exemption that’may protect collaborative arrangements from
federal antitrust liability, there is technically no equivalent protection that a state can apply to protect
providers from federal antikickback liability. Therefore, the federal antikickback law may conceivably
prevent certain arrangements that are beneficial to consumers. However, enforcement of the sweeping
antikickback laws is largely a matter of prosecutorial discretion. By emphatically endorsing ISNs as the
best method for containing cost and halting over-utilization, the Commission and the Legislature can
make it highly unlikely that the antikickback law would be applied to bar the formation or operation of
ISNs, even if the structure of some ISNs could otherwise be viewed as technically contrary to the
antikickback laws. The Commission will study this issue further, to determine whether changes in state
or federal law should be recommended to further facilitate the deve]opmem of ISNs or promote other

beneficial collaboration,
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Chapter One: Collaboration

Out‘SIde of ISNs much of the collaboration prohibited by the antikickback laws is undesirable. The
Commission will monitor the Department of Health’s current rulemaking process, which may result in
,_stncter regulatlon of such collaboration.

.:[Reporiing und revnew of major expendllures

'he report g and rctrospectwc review process estabhshed in the 1992 HealthRight Act will allow
oner of Health to monitor health care ex endltures greater than $500,000 and encourage
gements whcn appropriate. Thls pr ess isdescribed in more detail in the next section.
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Tgchnology -j8;‘1°.‘Muior Expenditures

will be evaluated for safety, clinical effec-
th outcom es, and cost effectiveness. The
valuation will be used by ISNs, provid-
lans, employers and other purchasers,
in niaking decisions about purchasing,
-ing, using, and paying for technology.

Technology
tivencss, he:
results of tl
ers, health
and consum

Inapprop_hq e major expenditures will be controlled
through ISN incentives and limits, regulatory controls
on services provzded outside of an ISN, and the exist-
ing retrospectzve review process administered by the
Commissioner of Health.

"The 1992£Ii{éalthRi ght Act defines technology fairly broadly to include not only mec. -al equipment
but also expensive drugs, transplants, and specialized procedures.

E‘vfdluuﬁon*‘of technology

A limited number of technologies that have high initial and cumulative operating expense and are
surrounded by complex social, ethical, or legal concerns will be designated for evaluation. The Health
Planning Advisory Comir j*tee (HPAC) created by the 1992 HealthRight Act will be the entity primarily
responsible for evaluating technologies, under the general direction of the Commission. The HPAC will
develop standardized criteria and processes for assessments of technology undertaken by federal
agencies, researchers, plans, providers,and others thatrelateto a particulartechnology. Expertassistance
will be utilized when necessary to evaluate assessments and to provide input to the HPAC. The results
of the evaluation will be made available to all interested persons and organizations.

Priorities for designating technologies for ussessment
The following criteria will be used to designate technologies for evaluation:

(1) the level of controversy within the medical or scientific commumty, questionable or undeter-
mined efficacy; _

" (2) cost implications;
(3) potential for rapid diffusion;

(4) impact on a substantial patient population;
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Chnpler ne° _Tethnoloéy & Major Eiﬁéndilures

pal functlon of technology evaluatxon to supply prov1ders health plans, consumers, and
th mformatlon about the value, cost-cffectlveness and appropnate use of new technology

S (D) the ‘Commlsswner of Health under the exlstmg process of retrospective review of major
expendltures :

’(2) ISN(_: 'n making coverage, contractmg, and’ exmbumement decisions including collaborative
‘ requests for proposals to jointly contract for hlgh cost low volume technologies;

(3) government programs and regulators of the on-lSN system in making coverage, contracting,
- and reimbursement declslons' :

[ ‘(4) the Comm:ssnoner of Health and other orgamzatlons in the development of practice parameters;

"(5) prowders in makmg decmom about addmg r rcplacmg technology and the appropriate use of

(6) consumers in making decisions about treatment; and
" (7) medical device manufacturers in developing and bringing to the market new technologies.
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 Chapter One: Technology & Major Expenditures

!n addition to’ facnlmtmg appropriate decisions about co»eragc and use of technology through bette

information for providers, health plans, purchasers;: and consumers, the Commission intends th.n
technology evaluation and collaborative decisions about coverage and use will become the community
standard for theuse of'technology, thereby providing better guxdance to provnders and plans thatwilliead

to reduc,ed malpractice liability.

Referral centers

The Commission recommends the use of the term “referral centers” rather than the term “centers of
excellence” which is used in the 1992 HealthRight Act. Referral centers are providers or facilities that
meet minimum standards established by the HPAC for the safe, effective, and efficient delivery of
services for specific clinical conditions. Criteria for designation as a referral center may include
minimum standards for personnel, facilities, patient volume, patient health outcomes, patient health
outcome management, data reporting, research, education, patient and family involvement, access,
community costeffectiveness, and financial support. The HPAC will develop criteria forreferral centers
but will not designate specific referral centers. The implications of satisfying criteria for designation as
a referral center will depend upon the relevant delivery model and source of coverage.

Capital expenditures and other major eipendilures

The 1992 HealthRight Act provides for notification of the Commissioner of Health of any major
expenditure establishing a health care service, new specialized service, or other major ‘spending
commitment in excess of $500,000 after April 1, 1992. In general, the Commissioner does not have any
prior approval or denial authority over the reported expenditures. However, if the Commissioner
determines that a reported expenditure was inappropriate under criteria specified in the law, the
Commissioner may require the entity that made the expenditure to submit future major expenditure
proposals to the Commissioner for prior approval. Thereporting and retrospective review process allows
the Commissioner to monitor major expenditures and encourage collaborative arrangements when
appropriate. The HPAC will provide information on the results of its technology evaluations to th;
Commissioner to aid in the retrospective review process

Capital expenditures and other major cxpenditures'are not outside of the limits on growth that will
be established by the Commissioner of Healtk. An ISN’s decisions about major expenditures will be
controlled by the overall budget that applies to the ISN which will limit the amount of revenues that will

_beavailable to pay for the purchase or expenditure. Capital expenditures and other major expenditures
‘will be regulated and controlled under the regulated, all-payer system for non-ISN services.
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Chdpler-@gie: Technology & Major Ex_p?ndilures'

Exemption from Spending Limits for Research

* Under the 1992 HealthRight Act, the Commission is charged to consider the advisability and
feasibility of a number of options as part of its cost containment planning, including “criteria for
exempting spending on research and experimentation on new technologies and medical practices when
ettmgorenforcmgspendmghmlls” (Laws of Minnesota, Chapter 549, 1992 Legislative Session, Article

-1, section 3, subd. 7, clause 4). The Commission reviewed HPAC recommendations on this issue, and
approved that funding for health care research be exempt from spending limits under the MinnesotaCare
Legislation as follows: -

1. Any expense paid for by a federal research agency, foundation, academic organization,
"~ commercial firm forresearch and development, or private donation should be exempted from the
spending limits imposed by MinnesotaCare Legislation.

2. Any clinical research expenses not paid for under paragraph #1, should be exempted from
spending limits if:

A.

m o 0

-

the participating patient is enrolled in an integrated service network (ISN) for her/his health
care, and

the study is conducted under the supervision of an institutional review board certified by the
U.S. Department of Health and Human Services for a single or multiple project assurance
from the office of protection for research risks (NIH), and

the research protocol formally divides the protocol budget into those expenses for standard
clinical care, and other expenses, and

the integrated service network has negotiated with the entity conducting the research as to
which incremental components of the clinical care expenses are exempt, and

formal records of the numbers of research patients, their expenses, and the source of funds
be kept for review by state agencies, public agencies, and the ISN, and

the contribution of an ISN in supporting clinical research be recognized. The agreed upon
incremental clinical care expenses are exempt from the cost limitations of the ISN in which
the patient is enrolled, and

the results of clinical research [meeting criteria A-F above and exempted from spending
limits] be made available to the public.

The Commission also recommended that the financial impact of the clinical research exemption should
be reported to the Commission annually.
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Data on Quality & Outcomes

The Commission and the Commissioner of Health will
work colIﬁboratively with providers, health plans,
unions, employers, consumers, and other organizations
to develop,"implement, and continuously improve a
coordmated system of collecting and disseminating
inform atmn on health care quality and outcomes.

lmporlunt of data on quality and oultomes

The Comm:ssnon believes health care cost contamment can be accomplished without compromising
health quality, and may in fact even improve the quahty of care provided to Minnesotans. Although
individual plans and providers collect data on the quality of care in their system, little information has
been available to compare the quality of care delivered by individual providers, groups of providers or
plans. The development of an effective system of collecting and disseminating data on quality and
outcomes is an essential component of a health care reform strategy. Such a strategy will allow the
monitoring of the impact of cost containment initiatives on health care quality. Data on quality and

“outcomes is also essential to the success of competition as a cost containment strategy; data on price is
of limited value without data on quality to facilitate an assessment of the relative value of services and

providers.

Slfaiegy

Thc 1992 Heathnght Act created a significant health care data initiative within the Department of
Health to collect and analyze data on health care quality. A Data Collection Advisory Committee was
established in 1992 to advise the Commissioner of Health, The Commission will work collaborativ ely
with the Commnss:oncr of Health, the Data Collection ‘Advisory Committee, and affected stakeholder
groups to promote the use of standard measures of health care quality for use by providers, health plans.
‘employers and other purchasers, and consumers. The Commxss:on and the Commissioner of Health will
work collaboratively to collect and disseminate comparanvc, data on the quality of services provided by
providers, health plans, and ISNs in order to facilitate competition and continuously improve systém-
wide health care quality. Data will be collected in a cost-effective manner that respects the financial and
administrative burden of reporting requirements. Legal issues of data privacy will be given careful
consideration by the Data Collection Advisory Committee.

Regional use of data

Data on quality and outcomes will also facilitate regional comparisons of prices and quality in
negotiations between health plans and consumers and group purchasers in rural areas where provider
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competition is impractical. In the development of data §yStems the Commission and the Commissioner
e ork collaboratively to reduce or eliminate geographical differences in access to and
unhz:mon of h lth care quality data such as outcomes research and clinical practice parameters.

Chaptcr Fwe contains a broadcr dlscussnon ofi xssues of quality and outlines a strategy for improving
quahty data. :
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Practice Parameters

- Practice parameters will be developed and approved by the
‘Commissioner of Health, in consultation with the Commis-
sion. Providers who adhere to approved practice param-
eters will be protected from malpractice liability.

bevelupmem and upﬁpvul of prudi_’:«:‘g;;_ drumelers

The 1992 HealthRight Act defines practice parameters as “a statement intended to guide the clinical
decision makmg of health care providers and patxents that is supported by the results of appropriately
- designed outcomes research studies, including those: studlcs sponsored by the federal Agency for Health

Care Policy and Research, or has been adopted for use by a national medical society.” The Commission
‘recommends that this definition be expanded to include not only practice parameters developed or
‘approved by the federal Agency for Health Care Policy and Research and national medical societies, but

also those developed or approved by other national or regional organizations and professional
associations.

Practice parameters will be used by medical socnetles professional organizations, ISNs and
individual practitioners to assist in improving the quahty of care while reducing health expenditures.
“Practice parameters must recognize the need for intraprofessional and interprofessional cooperation.
Reduction in health expenditures will be achieved onseveral fronts. First, practice parameters will assist
vpractmoners in determining which services or pattems of care are most effective, thereby eliminating
some unnecessary or mcffectwe care. Second, the :approval of statewide practice parameters as the
accepted standard of care will reduce the amount of “defensive medicine” or care provided only for
: protectlon agamst possible Iegal action rather than for medical reasons. Third, the ability of providers
to use practice parameters as an absolute defensein malpract:ce cases will reduce malpractice caseloads,
and therefore awards and mal pracnce expense. Practice parameters will target health care expenditures
more appropnately, thereby improving the overall quahty of care delivered in the state.

: Minnesofu Depurfmenl of Health Progrum

The 1992 Healthkl ght Actestablished a program in the Minnesota Department of Health to develop.
adopt, revise, and disseminate practice parameters. Practice parameters must be supported by medical
literature and appropriately controlled outcomes studies. These outcomes studies will assist in
‘determining the cost effectiveness of various treatments and procedures. The Department of Health may
alsorequirepeerreview by the MinnesotaMedical Association, the Minnesota Chiropractic Association,
or the appropriate licensing board in the event that care patterns deviate from approved practice
~ parameters. The process forapproval of practice parameters will be designed in suchamannerastoallow

for update and revision as often as necessary so that the parameters remain current and relevant for

providing high quality care.
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Chapter One: Practice Parameters

The Commissioner of Health is advised in this process by the Practice Parameters Advisory
Committee. This committee is charged with recommending a precess foradoption of practice parameters
actice parameters which have been developed and approved by the Agency for Health
Care Policy and Research, or by medical societies, or other national health care organizations may be
'consndercdv for adoption, adaptation and dissemination in Minnesota. Practice parameters approved for
use in Minnesota will be interdisciplinary in nature wherever appropriate, and input from appropriate
provider groups will be sought in the approval process

The Practxce Parametets Advnsory Committee wﬂ] recommend approval of practice parameters for
conditions which represent a high total cost (consxdermg both per unit cost and frequency) and for
conditions whlch result ina hlgh number of malpractxce clainis. The large-scale outcomes databases

Practice parameters Will be continuously impro‘”vc'd as new information on treatment, outcomes, ard
: technology becomes avallable A process will be estabhshed to permit swm and efficient chang.

developed. ;
"Mulprudif(e protection

In addition to identifying, developing, endorsing and disseminating practice parameters, the law
authorizes the Commissioner of Health to approve practice parameters for purposes of providing
malpractice protection The 1992 HealthRight Act '"p‘irovides that, in a malpractice action, adherence to
anapproved| practlce parametens anabsolute defense: agamst anallegation thata providerdid notcomply
with accepted,standards ofpractice in the community, Evidence of a departure from a practice parameter
~ is admissible only on the i issue of whether the provnder is entitled to the absolute defense.

Role of pr_{dclice parumeiers in the lSN'ﬁsys'I_em

The ongoing development and refinement of practice parameters will help ISNs and providers
improve quality and become more efficient. Financial incentives and competition on the basis of quality
and efficiency will motivate ISNs to make appropriate use of practice parameters without the need for
governmental mandates. ISNs will be expected to maintain and provide daia on prices, costs, quality
and outcomes of care. This data, and information on each ISN's own work in developing practice
parameters and efficient methods of providing health care, will assist with the ongoing evaluation and
development of practice parameters. [t will help identify conditions where variation in practice patterns,
either within or across ISNs, suggest the need for development of practice parameters. Competitive
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Chapter One: Prmﬁce Parameters

pressuresjiévill encourage ISNs to facilitate the dissemination of information on practice parameters and
outcomes within their own provider network as 2 means of improving efficiency and effectiveness of

‘ care.
Role of pruclue purameters in the ull-puyer system for non-ISN services

Pracnce parameters will be made available to all providers in the state, including providers who have
no ISN "“'mess As the details of the all-payer system for non-ISN services are defined, other uses of
meters in the regulated system wxll be considered.

'hon of prumce puramete s

, on about pr'lctlce parameters wxll be made available to providers, health plans, consumers,
~and employers and other purchasers to improve. the efficiency and quality of health care services.

Short-'l'erm Slraiegles- Practice Purumeiers

~ The development of practice parameters will provrde improved efficiency in the use of health care
resources in the short termas well as into the future, The Commission recommends the following specific
~ actions related to practice parameters for short-term cost savings:

The Practice Parameters Advisory Committee will select the 5-10 most costly conditions on the
_ basis of per unit expenditure and frequency. for the dev elopment of practice parameters. By
focusing first on the most costly conditions, cost savings can be achieved early on. Specific estimates
of cost savings will be developed as these conditions are identified. Small area analysis estimates that
. $1 million could be saved in 1994 alone through the dissemination of practice parameters.

“The Practice Parameters Advisory Committee will also select the top five conditions which
result in malpractice claims. By developing practice parameters on the conditions which most
frequently result in malpractice claims, defensive medicine costs can be reduced and legal costs
associated with these claims can be reduced as well.

The Practice Parameter Advisory Committee will review the National Institutes of Health
practice parameter for prenatal care for possible trial implementation statewide. This practice
parameter reallocates prenatal health care spending toward high-risk pregnancies by reducing prenatal
care slightly for normal pregnancies. This shift of resources would be budget neutral, with costs savings
achieved through improved birth outcomes for high-risk pregnancies.
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Administrative Costs

Administrative costs will be reduced through uniform
billing forms and procedures and other collaborative
initiatives, through competition and incentives for
health plan and provider efficiency, through public
commitments to reduce costs, and through collecting
and analyzing data on administrative costs.

ISN administrative costs: competition and growth limits

~The Commission believes competition and the financial incentives produced by limits on health care
increases will create significant pressure to reduce administrative costs. The administrative costs of ISNs
are expected to be significantly lower than in other health insurance arrangements where incentives for
efficiency are weaker. Administrative costs will be further reduced as competition forces ISNs to lower
their prices without reducing quality or services. ISNs will also be encouraged to use total quality
management and continuous quality improvement techniques to reduce administrative costs through
enhanced efficiency. ‘

Adminisirqﬁfive inefficiency

Currently, each payer has different requirements providers must follow when submitting a bill.
Payers may require different forms, specify the uses of forms differently, provide different definitions
of data elements on the forms, require different attachments to be included with the forms, and have
different procedures for submitting forms for payment. These variations result in increased provider
expense associated with maintaining rules and requirements for a large number of payers, greater rate
of errorin submitting claims which resultsin delays and additional stafftime in identifying and correcting
errors, and unnecessary and extensive paperwork.

Administrative Uniformity Committee

In order to develop a consensus on specific methods of achieving reductions in administrative costs,
the Commission recognized and endorsed the voluntary effort of the Administrative Uniformity
Committee (AUC). The AUC is a broad-based group representing Minnesota health care public and
private payers, hospitals, physicians, other providers, and state agencies. The purpose of the committee
is to develop methods of achieving uniform claims and billing procedures and electronic data
interchange, in order to reduce administrative costs and improve efficiency for providers and payers in
the system. The committee was formed voluntarily in 1991, and in September of 1992 was requested
by the Commission to develop specific recommendations for incorporation in the cost containment plan.
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The Administrative Uniformity Committee has developed an initial set of forms and recommenda-
tions. These recommendations include uniform billing forms and procedures, standardized patient and

- provider xdentlf ers, standardized patient identification cards, creating a centralized data base on health
_“care personne nd ongomg evaluatlon of addmonal admlmstranve areas where standard:zanon is

1500 form will be des:gnated the standard for use within the state. The UB82/92 will be used for
‘hospltal or institutional services, and the HCFA 1500 for professional services. The Administrative
Uniformity Committee will continue to meet to provide detailed specifications on which form should
be used under which circumstances, and will recommend to the Commission a common set of data
“definitions for the fields on each form. A prehmmary report to the Commission will be completed in
early 1993, and a final plan for implementation will be approved by the Commission by the end of 1993.
Providers and payers, who are an integral part of the planning process for these changes, will begin to
“implement the concepts in 1994. Many of these concepts, however, are alrcady being implemented in
prov1der and payer settings.

Slandurdlzed patient and provider identifiers

Unique and standardized patient and provider identifiers will be developed in a manner that is
consistent with national efforts in this area. In addition to simplifying the billing process for providers
and payers, and facilitating electronic transmission of data between payer and provider, this will also
facilitate the use of claims data for the purposes of monitoring expenditures and enforcing global growth
limits, and will provide a link to outcomes data as well. The national Workgroup on Electronic Data
Interchange (WEDI) is focusing on establishing nationally uniform identifiers by the end of 1993.
Minnesota will adopt standardized identifiers that are consistent with WEDI recommendations, and will
also participate at the national level to influence this effort. -

Electronic Data Interchange

The Commission will support and facilitate rapid progress toward elcctronic methods of data
interchange. The Minnesota health care community will actively support the efforts of the national
WEDI and American National Standards Institute (ANSI) groups, and will provide input o the cotional
workgroups proactively. The AUC will develop a plan to educate providers, payers and purcnasers
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regarding th benefits of electronic data mterchange (EDI), and to outline the activities needed 1o expand

use of EDL._ The current demonstration project on electronic data interchange in Minnesota, being
conducted at Blue Cross/ Blue Shield and Medica, will provide evidence of the benefitsand costsari -.s.
The AUC plan will be completed in early 1993. The Commission, working with the AUC, will develop
~ atimetable for lmplementatlon of EDI in Minnesota which will include mandatory implementation for
large bmlnesses and mcentxves for smaller groups to partncnpate These tasks will be complete by the

Patient ID;JC&rds

Patient health care ID cards will be standardized, by utilizing a consistent format, and consistent
termmology WEDI antlmpates national standards for ID cards in early 1993. Minnesota will monitor
WEDI efforts and will examine, through the AUC and the Commission, the feasibility of developing a
model card for use in Minnesota.

Centruliié"& Database for Licensed Health Care Personnel

Currently, databases on licensed health care personnel are fragmented and not centrally located. This
makes the process of determining the status of providers difficult for payers, and makes it difficult to
assess the supply of personnel overall and by region and specialty. The 1992 HealthRight Act directs
the Commissioner of Health, through the Office of Rural Health, to develop and maintain a database on
~ health care personnel, for the purpose of assisting in recruitment and retention of health personnel. This
health care personnel database will include data on physicians, dentists, physician assistants, nurse
practitioners, nurses, physical and occupztional therapists, and respiratory care practitioners.

Public commitments to reduce costs

The Commission has challenged health plans and providers to make public commitments to reduce
their costs and to provide data that will allow consumers, purchasers, and others to evaluate their success
in fulfilling the commitment. This initiative shows significant promise as a method of creating pressure
on plans and providers to reduce administrative costs. It will also provide additional data to help the
Commission identify instances where administrative costs may be excessive and develop and refine
strategies for reducing excessive costs. The public commitment program is described in more detail in
the section on Targeted Strategies.

Regulated all-payer system

The regulated all-payer system will also reduce administrative costs. The all-payer system will be
a standardized system of fees and utilization controls that will be used by all providers and all payers for
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Chapte One Admini;qulive Costs

: those services not covered by an ISN Instead of the hundreds of different fee schedules, documentation
_ nts, and utilization controls used by paycrs now, a single, uniform system will be used. This
mll substantlally reducc p'owders and health p]ans administrative costs and complexity.

Minlmum ._equnremenlsfor henefits puid by insurance carriers

The msurance reform mmatwes inthe 1992 Healtthght Actincluded new minimuin loss ratios for
‘thesmall group and individual insurance markets. Minimum lossratio is the legal termused in state laws

~ which specifythe minimum percentage of insurance revenue received by an insurance company that must

be paid out in health care claims. Itis the percentage of the health insurance premiums collected that
“are actuall _:pald out to enrollees or provxders for health care services. For the small group market, in
1993 insurers will be required to pay out in claims and benefits not less than 75% of premiums collected.
The percentagc paid out must not be less than 80% by 1998. For the individual market, ratios must be
nolessthan 65%by 1993, and it least 70% by 1998. These statutory minimum payout ratios will provide
an incentive for insurance carriers to streamline their administrative processes, and thereby reduce their
- administrative costs. The Commission will monitor the implementation and impact of these changes.

Administrative costs in state-udministered programs

~ The 1992 HealthRight Act directed the Commissioner of Health to develop a plan for consolidating
and coordinating the health care programs administered by state agencies and local governmentsin order
to improve the efficiency and quality of health care delivery. The Minnesota Department of Health is
surveying state agencies to determine the level of current involvement in health care purchasing and
management. An interagency group will begin meeting this summer to discuss management options.
The Commission supporis this initiative and will continue to monitor its progress.

Data on ddministruiive costs

The Health Care Analysis Unit in the Minnesota Department of Health is required to study the
administrative costs incurred by providers and health plans for the submission of information to the
federal government, insurers, and other third parties. The Commission intends to work collaboratively
to collect and analyze data on administrative costs in order to monitor the impact of the cost containment
plan on these costs and to identify additional areas where administrative costs can be reduced.
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‘ ConsumerE ucation & Incentives

atwn and incentives will empower and
zers‘ to make appropriate choices about
;alth care services and to adopt healthy
2styles that will reduce health care costs.

- Consumer:
“motivate ¢

-vii\‘lrodudloh'

‘thetrue costof health care. Furthennore episodes of careﬂsuch ashospitalizationsmay be such mfrequent
~ events that many consumers will lack the expenen e that would otherwise help guide their decisions.
~Similarly, e : odes of care related to emergencies, trauma or diminished competency may not be under
a patient’s control. There is often relatively littl '“‘mformatlon to guide patient decisions among
alternative forms of health care,and patients typxcally rely on physicians as their agents in making health
care decisions. Finally, consumers may be inhibited from obtaining timely cost-effective care because
of financial z nd nonf’ nancxal ‘barriers to care, and may require assistance to overcome these barriers.

The Commlssxon will work collaboratwely wnth providers, health plans, employers unions,
consumers, the Commissioner of Health, and other organizations to develop effective, coordinated
consumer education programs. Consumers need information and assistance to make healthy choices
about lifestyles and behaviors which reduce the prevalence of iliness and injury. Consumers also need
information to make good choices about health care and to use the health care system appropriately and
effectively, These changes should help make healthy chonces easy choices, and the most cost-ef’ fecuvc
~ choices the most des:rable choic ces

‘;Consumer. duculion und mcenhves

ployers and other group purchasers '1re encoumged to consider methods of educating
‘consumers on the cost impact of their decisions and empowering and motivatirg them to make choices
that will ultimately reduce the costs ofhealth care forthemselves and others. Consumerincentivesshould
"-beconsistent with the role of the consumer as one of 1 many collaborators in decisions on health and health

care spendmg

. Because lSN'; will be fiscally responsible for the hc"xlth care utilization of their enrelled populations,
they will havenatural incentives to provide the necessary information and assistance to consumers te help
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Chqp!er One: Consumer Education & Incentives

them reduce their risk of illness and injury, and to use the health care system appropriately.

Consumers will also be empowered to make healthy choices and appropriate use of the health care
system through a number of additional means. A resource center providing information and technical
assistance will be established to provide consumers with information on the quality and costs of ISNs,
health care, and health and wellness issues. The Commission has recommended that employcts beaided
in providing wellness and health promotion activities for their employees, and that promising health and
wellness programs be expanded and offered through community-based settings. - Collaborative
arrangements between providers to furnish patients information on life style issues, health maintenance,
and use of the health care system will be encouraged: The Commission recognizes the importance of
cultural diversity and culturally sensiuve, culturally competent care in making the health care system
“user friendly” for all, including persons from communities of color and persons with special needs. It
recommends that awareness of cultural diversity be incorporated in health care education and training
programs, and that efforts be made to recruit and retain health care providers from communities of color.
The Commission will continue to work with communities, prOvide‘rvs.vand ISNsin recommending ways
to identify and rectify bias, or lack of knowledge that limits opportumtles for makmg healthy choices
and effective use of the health care system.

* One approach to motivating consumers to be more cost conscious is to establish financial incentives
(e.g., point of service cost sharing with copayments or deductibles, cash and in-kind rewards). However,
financial incentives must be used judiciously, as many specific consumer financial incentives are
potentially unfair or harmful to consumers. To avoid the potential harm or inequity arising from these

- incentives the Commission recommends that they be directed at behavior which is shown to be voluntary
and most likely to be under the direct control of individuals. Sufficientinformation, assistance, and lead
time should be provided to consumers before incentives are implemented. Financial incentives should
take into account the income of the consumer and other special needs. The effects of financial incentives
on access and health should be monitored, and fi nanc:al incentives which create barriers to appropriate
use of health care services should be eliminated. The Commission will explore the issue of consumer
financial incentives in more depth and will make recommendations to employers and other group
purchasers on the appropriate use of financial incentives and other methods of motivating consumers to
be more cost conscious,
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Prevention

Enhanced public and private prevention activities
will contribute to achieving cost containment
goals by reducing the incidence of disease, injury,
disability, and premature death.

Prevention

Preventionrefers tomeasures whichreduce the incidence of disease, injury, disability, and premature
death. The potential impact of prevention for improving health outcomes and contributing to health care
costcontainmentissignificant. Accordingtoa 1992 report, "preventable illness makes up approximately
70 percent of the illness burden and its associated costs.” (The Health Project Consortium, “Reduction
in health care costs by reduction in demand"”, October, 1992.) Despite the importance of preventable
illness and injury, national spending on prevention is estimated to be only 3% of total health care

expenditures.

* Competition and ISN financial incentives will lead to new and expanded prevention activities when
they are cost-effective or increase quality. Some prevention activities that serve the public good and
benefit the consumer cannot be undertaken by the private sector and will require governmental action.
Tracking epidemiologic variables to identify outbreaks of disease or changes in disease patterns, for
example, will often require statewide data that no single [SN would have. If environmental hazards are
found which pose a threat to public health, ISNs would not have the regulatory authority to take action
on the hazards. In some instances, it may be difficult to bring about the rapid cooperation and
collaboration of private sector competitors to meet a health emergency, and the immediate deployment
of public health system professionals may be necessary. Some prevention activities are more effective
and efficientifprovided collaboratively. Incentives will be developed to promote collaboration between
the private and public sectors to meet public health goals. The Commission will work collaboratively
with stakeholder groups to design and implement coordinated public and private prevention activities.

Disseminating prevention information and technical assistance

A number of community-based and corporate education, safety, and wellness programs have
demonstrated improved health outcomes and cost savings. Models with potential will te identified and
researched for possible replicition or expansion. The resource center described in the section on
Information and Technical Assistance will serve as a central source of information and technical
assistance regarding prevention and wellness programs as well as other aspects of the health care system.
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Chapter One: Prevention

Incentives for worksiteﬁevention pr"_

To the extent authorized by the Legislature an ‘thhm the limits of available funding, the
Commissioner will provide financial incentives such as start-up grants and tax credits to encourage
employers to implement worksite wellness and prevention programs.

Spedul prevention proieds

Statewide or regional preventlon strategies may be most cost-effective to address complicated
behavioral and lifestyle changes through large scale, _comprehensive, mutually remforcmg means
mvolvmg the health care community, community groups, schools mass media, consumers, non-profit
agencies, ‘merchants, and others. The 1992 HealthRi ght_Act requ1 res the Commissioner of Health, after
obtammg the advice and recommendatlons of the Minnesota Health Care Commlsswn to “administer
or contract for statewide consumer education and wellness programs that will improve the health of
anesotans and increase individual responsxblhty relating to personal’ health and the delivery of health
care serv:ces ” To the ext rized by the Legt "“_and within the limits of available fundmg,
statewide consumer educatxon and wellness | programs will be established through the statewide system
of Commumty Health Services under the 49 Community Health Boards and-other potential sources.
These programs should be coordinated with and utilize additional commumty resources to adequately
address the health education and wellness needs of low income persons and special needs populations.

Special prevention mmatwes that have the potentlal for producmg short-term cost savings are
described later in the section on Targeted Strategles o
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Public healt ncies play a vital role in the Minne-
sota health care system. The roles and fanctmns of
public health agenczes must be defined in the context
of a changmg health care system.

Publlt health prlmip‘les‘,

ensure the condmons in which people canbe
a responsibility and opportunity to make
the public health system is anchored in the
etween the Minnesota Department of Health
. Public health: agencies perform vital
pnvate organrzatrons. but that should be .

Publlc healthis what weasa socrety do collectively
healthy ‘All health care provrders and organizations
im rtant contributions to the ‘public health. In Minn
states Commumty Health Serv es system, a partnershl
€49 local Community Health Boards around
ons that cannot be provi : ciel
‘ coordmated wrth private secto ctwmes
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efinlng the role of;publ ¢V'heulth ugen

TheCommumty Health Serv s(CHS)systemrea niq estatewrdecoordmatedhealth care system.
The CHS system will continue to contribute to the’ effectweness of the health care system through
community-based control of communicable drseases. development and enforcement of community
health policies, commumty-wxde assessment of populat n health, coordinating and lmkmg health and
commumty services for h:gh-nsk populations, -and_acting as a public resource for information.
Community Health Boards w1ll act as resources for the Regronal Coordmatmg Boards.

“The Commission will undertake an ongoing effort to evaluate and i rmprove the current role an¢
effectlveness of public health-agencies and define ther eina changmg health care system. The
appropriate role of publicly. provrded functions and es in a’ competitive environment will be
clarified. Public health agencies will continue to. play mportant role in Minnesota’s health care

system, mcludmg both traditional pubhc healthrol es'a :roles as resources and contractorsto assist
ISNs, employers, and other orgamzatlons with the implementation of wellness and preventlon programs
and other actwmes to 1mprove health care qualxty and reduce costs, ;

Privute sector ¢ontributions

All constituencies in a system of mature competition will be held accountable for the extentto which
they meet general public health goals and specific health goals for its enrolled membership. “Charting
the Course: Minnesota Health Goals and Objectives for the Year 2000™ provides a framework
recommended for defining and measuring public health goals. “Charting the Course” goals include:
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: ns that are influenced by lifestyle choices and

sease;

the inc_idence of sexually transmitted disease

bidity resultmg from injury.

.

Irrrrirove' the hea]t'h‘?‘st‘,étus of Minnesota’s unities of color;

¢+ Improve the health status of women of ehrldebegﬁng age and their children;

¢ Improve the health status of Minnesota’s el der y;citizens.

i ¢ Increase acceséste__'efferdabl_e, quality h‘e‘z;lthjc’areﬂérrd health care coverage for all Minneso-

s ; f Increase the effectrveness and effi crency of anesota s pubhc health infrastructure.

oAn ISNshould be eva]uated onits case-mix ad Justed performancem meetmg pubhchealth objectives
" defined in “Charting the Course” for its populatron “The evaluations would be reported as part of the
overall reporting of ISN performance to inform purchasers and consumers. Similarly, financial
reimbursement and incentives should be structured to reflect performance inmeeting public health goals.
Adoption and practice of population-based approaches to health care in ISNs should be encouraged for
its membership, mcludmg identifying populations at risk, identifying causes of risk, and developing and
- implementing strategies toaddress risks. Incentives will be developed to promote collaboration between
the pnvate and public sectors to meet public health goals In all cases, efforts to be responsive to cultural
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Health Insurance

One of the goals of the 1992 HealthRight Act is to mcrease access to health care coverage for the
- uninsured and to ensure continued access to health_care for those who are currently covered. The
_ MinnesotaCare program (the program for the uninsured) is just one of the vehicles by which access will
_ beincreased. Thissection outlines existing Minnes tiatives toimprove the healthinsurance system.
The Commrssron generally supports these initiatives and intends to devote significant attention to health

h'eal th care coverage available to their employ-

» ‘ployees offer some health care coverage to thelr i
that as the size of the group becomes smaller, it

_ In hght of this statnstrc, it is apparent that many small employers find it difficult to provide health
" care coverage to their employees There are many. reasons, but the Anderson survey found that most
prominent is cost of coverage. According to the survey ‘approximately two-thirds of those employers
who donot offer healthcare coverage wouldlike to doso, and are willing to pay a portion of the premium.
anesota requires HMOs and insurance compames_to provide coverage for more than 30 specific

treatments and providers. Some of these mandat

'eﬁts may directly increase the cost of health care
: coverage :

To make it easier for small employers to offer health ‘care coverage for their employees, the 1992
Healtthght Act devoted an entire article to small | ‘group insurance reform affecting employers with 2
‘=29 employees. It includes many provisions which could have a significant impact on the small group

market.

The benefit package is designed to include coverage for a limited number of services and providers.
It is comprehensive in nature, but does not include all of the current mandated benefits. The benefit
‘package emphasizes preventive and primary care and can utilize either copayments or deductibles.

* In addition, any health carrier who is doing business in the small group market must make available
to any small employer, either benefit package. In fact, any product offered by a carrier is subject to the
guaranteed issue provisions to asmall employer. Thrs isknown as guaranteed issuance. Many employers
were discovering that health carriers would not cover their group if the group had some negativz claims
experience. And if the group was able to find a carrier to cover them, it was probably at great expense.

The small group benefit packages are also g’uar_émteed renewable. This means that a small group
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Chapter One: Health Insurance

e Department of Commerce will monitor and
all group prov:snons While these statutes are

wel nsurancemarketm the 1992 HealthRight Act.
ely9 perc entof Minnesota’ sp‘opulatlo purchasesmdnvndualhealthcarccoverage the
effect of skyrocketmg health care costs is significa his population as well. (Who Are the Uninsured
in anesota" A Report to the Minnesota Health!Care Access Commission, Nicole Lurie, M.D,,

‘M S P H., M'chael chh Ph D Bryan Dowd, P . Ootober, 1990)

All individual acmdent and sickness policies’ must be guamnteed renewable at a premium rate that
docs not take into account claims experience or any ‘change in health status of the individual covered.
There are condmons such: as failure to pay premlum ‘which do notapply to the guaranteed renewability.

”'Rate bands have also been xmposed on the in arket. The rate bands are similar to those

planaslongasthe individual has maintained contmuous coverage Anyunexpired pre-existing condnmn
limitation or exclusmn may be applied. ' :



pter On ,llcnli’h;lnsuﬁn'ce

‘:“;P'ﬁ' ite Empl YefS v'n’s’li' "l'lié:Progruiﬁ‘

. to consxder an’ vstatutory revxs:ons needed to mcrease the use of purchasing pools.
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Health Professional Education

Commlss n recogmzes the important role healt} ssional education plays in the health care
system and the sr' ificant potential the health professional education system possesses for contributing
efforts. In particular, health profess education programs must undergo changes
e more primary care graduates ai aduates who will practice in rural areas.
cs‘m thlb area were cnacted in the 1992 HealthRight Act. The Commission supports
on. Theseinitiatives are described below.

underSérved.

The law requlres the Board of Regents to seek grants from private foundations and other non-state
sources for themedical school initi atwes outlmed inthe statute ‘Themedical school submltted a proposal

mcdlcme from 20 percent to 26 percent, and pedlatncs fri percent to 11 percent of the classes by the
year 2000 The competmon for these grant funds was en, however and the University did not
recexve an award

"Cnteria'forS’élcction of Medical Students. ‘Another initiative included in the law is to study the
demographlc characteristics of students that are associated with a primary care career choice and modify
the selectlon process for medical students based on the results of the study.

Medlcal Schoo Curriculum Design. Inthe 1992 HealtthghtAct the medical school is requested
to ensure that its’ ‘curriculum provides students with early exposure to primary care physicians and
pnmary care practice and that it supports premedical school educational initiatives that provide students
wrth greater exposure to primary care physicians and practices. ,

Clinical Expenences inPrimary Care, The medical school, in consultation with the medical school
faculty in Duluth, is requested to develop a program to provide students with clinical experiences in
primary caresettings in internal medicine and pediatrics. The program must provide training experiences
in medical clinics in rural Minnesota, and community ¢linics and HMOs in the Twin Cities.
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:Primary Care and Rural Rotatnons. The medl al school is requested to increase the opportunities

edical Education. The medlcal school wﬂl develop continuing medical education
mary care physicians that are comprehenswe. community-based, and accessible to
sicians in all areas of the state,

primary care

ldmi" Forgiveness Progfums

, The 1992 HcalthR1 ght Act also provides for loan’ forgweness programs for health care students who
agree to practlcc in'rural areas. The physician loan forgiveness program will repay one year of medical
school tuition, up to $10,000, for each year of p iral area after graduation. The physician
can quallfy forno more than four years of loan repa; Medical students can also earn loan repayment
i g a rural physxclan for up to fo ks during any year. This will allow rural
ay from their practlce for vacati ntinting

Univéisiiy ’of.' Minnesota/Minnesota bepurlmenl of Health Partr-ship

-The mandates set forth in the 1992 HealthRi ght’.' ct pertamm g to the University are an integral part
of health carereform in Minnesota. As the University of Minnesotamoves forward in meeting its goals,
it 15 workmg in partnership with the Minnesota Department of Health.
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Medical Malpractice

The Minnesota Health Care Commission recognizes that medical malpractice costs and defensive
medicine contribute to rising health care costs. The development and approval of practice parameters,
‘which will provide some protection from malpractice liability for providers who follow them, is an
important step toward malpractice reform. The Commission supports the initiatives that were enacted
in the 1992 HealthRight Act and will monitor their impact on costs. (See Appendix A fora summary of
HealthRight initiatives.) The Commission intends to devote significant attention to the issue of
‘malpractice and may make further recommendations in the future. (See Practice Parameters section for
additional discussion on medical malpractice.) '
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Targeted Strategies

In addztwn to health care system structural reforms and
global cost contamment strategies, special projects and
public commitments by health plans and providers to meet
cost COIztaiiiitzént_targets through voluntary actions will
enhance Minnesota’s ability to control health care costs.

Major thctural reforms in the health care system and global cost containment strategies will be
1mplementcd onanaggressive timetable which will ensure that cost containment goals are metbeginning
with calendar year 1994. The Commission has als: ”’developcd special projects and targeted strategies
that will supplement and enhance the global cost containment strategy.

- The two categories of targeted strategies are:

(1) Public commitments of providers and p an’syg\tb'voluntarily take action to reduce the growth in
their costs and prices by at least ten percent below the rate of growth that would otherwise occur;

and

(2) Special projects with the potential for short-term cost savings.

Public commitments by health plans and providers to voluntarily meet cost
confainment targets

The Commission’s cost containment plan establishes and enforces limits on growth as swiftly as can
be prudently accomplished. While the plan will produce some immediate and short-term results, the full
impactofthe Commission's cost containment plan will not be realized for several years. The Commission
will be able to begin evaluating compliance with the overall growth limits retrospectively in 1995 for
the year 1994. However, in some circumstances action to address excess spending may not occur until
late 1995 or early 1996. While the excess spending will eventually be recovered or offset, the
Commission searched for additional methods of preventing excessive short-term growth to reduce the
risk that future corrective measures will be needed.” The Commission considered a number of options
for rapid, short-term governmental intervention to controel price increases, including limits on premium
increases and other approaches. However, the Commission concluded that these approaches were either
notenforceableinthe shorttermdueto theinadequacies of current data systems, or were likely to produce
undesirable consequences such as incentives for health plans to deny or discontinue coverage for high-
risk groups. The problems with short-term regulatory intervention led the Commirsion to challenge
health care providers and health plans to make public commitments to take voluntary action to reduce
the rate of growth in health care costs. The publiccommitment does notreplace otheravailable strategies,
but adds an additional layer to other strategies that will be implemented as quickly as possible.
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ff in consultation with actuarial
rth reductions are accurate and

01 W_Vullvtants to
-reliable.

: ose its own s:zategy for reducing
ansand provxders making the publici commltment stagreenot to achieve reductions
onsumers orother participants and must agree to p sson the reductionsto purchasers

~ Ttisanticipated that, while the public commitments are voluntary, there will be significant pressure
for providers and health plans to participate. Employers and other purchasers are expected to consider
information about public commitments when making purchasmg decisions. Provider and health plan
representatives on the Commission also recognize that  groups failing to make a public commitment and
successfully control costs through voluntary action are likely to encounter significant, mandatory
regulatory controls in the future,

Antitrust issues. The Commission believes the public commitment program is a desirable public
policy that will be of significant benefit to consumers and purchasers. The Commission has asked
Commission members and trade associations representing health plans and providers to take a position
in support of the public commitment program, encourage their constituencies and members to make the
commitment, and provide technical assistance to themto facilitate their participation. However, toavoid
potentml antitrust liability, associations and groups of provxders orplans must acknowledge the right of
each individual provider or health plan to choose whether.to participate and must not attempt to coerce
participation. Participating providers and plans are also free to choose their own strategy for reducing
theircosts. Commission members and organizations must use caution in the manner in which they relate
to individual providers and health plans in the implementation of this program. The Commission
recognizesthat, asaresult, their response may appeartempered or restrained. This should notnecessarily
be interpreted as reluctance to support the public policy of public commitments to reduce the growth in
costs.

Special projects for short-term savings

In addition to the structural health care system reforms and major cost containment programs that
will be implemented under the Commission's cost containment plan, a number of specific, targeted
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mltlatlves that have the potential for short-term cost savmgs will be ndertaken. Many of these projects
are expected tobegm producingsavings even before 1994 thefirst full-ycarof limits on spending growth.

The Commxssxon recommends the funding and 1mplement f the following special cost

contamment p 'OJects

a. Improve birth outcomes through a vanety of tact:cs v;mcludmg preventit,g unintended
pregnancy, reducing smoking among pregnant women; providing culturally sensitive,
culturally competent care, and improved nutrition programs

b. Conduct statewide consumer health educahon and vwellness programs
¢. Improve immunization programs

Progrﬁﬁls to discourage high-risk activities: :

a. Reduce injuries from motor vehicle and rccreatiOn;il:V¢hicle accidents by making seat
belt use a primary offense and requiring helmet use for recreational vehicles

b. Reduce tobacco use by increasing the cigarette tax, restricting tobacco advertising, and
adding additional restrictions on access to tobacco products

¢. Reduce alcohol use and abuse by increasing the alcohol excise tax

Develop or approve high priority practice parameters that have the potential for the
greatest impact on cost and quality
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véhtion and health maintenance.
osed fundmg for community and

B care COStS

... Aspartofa comprehensive approach to dealing. wnh health s\ that affect all Minnesotans, the
' -Commnssnon proposes protections and safety requirements that should be taken at the state level. The
proposals include mandatory helmetuse and increased enforceme dpenaltxes fornonuse of seatbelts.

These proposals are not meant as punitive measures targeted toward any group or groups, but will affect

all users of motor vehicles, snowmobiles, motorcycles, All Terrax ehicles, and bicycles -- virtually
all Minnesotans -- to address high rates of tragic injuries and fatalxt:cs that often can be prevented with
, appropnate safety equipment. The human and financial costs of vehicle related accident injuries are
borne by all ancsotans, and should be addressed to ensure th llvstatc residents are protected.

Together these investments and strategies havc been identifi ed to help meet health care cost
containment goals in the near term. At the same time, they also provrde services and assistance to a wide
variety of Minnesotans, including many of those especially in need; and protections to improve the health

“and welfare of all state residents. These steps are not viewed as ends in themselves, but as the start of
an ongoing process of identifying and strengthening investments, support, and protection for consumers
that it mtegral to the health care reform efforts of the Comm:ssmn' .

Deiuils on -Iurgeted sirategies

Improve | Birth Outcomes -- Increase sz.bsndwed family. planmng services to prevent unin-
tended pregnancy Ambivalence about unintended pregnancy has been found to be an important
psychologlcal barrier to seeking prenatal care, and results in some pregnantwomen notreceiving timely,
appropnatc prenatal care needed for good birth outcomes. The Commlssmn proposes that funding be
mi :reased to meet unmet needs for subsidized planmng services to women of childbearing age with
incomes at less than 200% of the federal poverty level and their partners (an estimated 104,000 eligible
womcn),asoncmcanstohelpreduceunmtcnded pregnancies. Recognizing that reproductive health care
services entail sensitive issues associated with confidentiality and -availability, the Commission
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encouragcs tha mul‘tnple provnders be part of cost contamment and ce delivery endeavors. While
‘ -term cost savings of this strategy are dlff' cultt t, a study by Forrest and Singh
" reportedthatea h dollarinvested in publicly subsidized famxl ypla forits study population returned
~.an estimated savmgs in medical care expenditures of $3.21 over two-yéar period. The Commission
will continue to evaluate the potential short-term cost savmgs 1 programs to reduce unintended

pregnancnes

t women. Smoking during

Improve Blrth Outcomes --_ Reduce smokmg among
birth outcomes. While smoking

‘ pregnancy has been demonstrated to have significantadverse effects
cessation may bela complex, difficult behavior change for many, re has shown that an estimated
12 percent of women who smoke will quit during pregnancy if simp‘ ffered low-cost, tested cessation
methods of physician advice and instructional materials. Studies have shown that each dollar invested

- in the smoking cessation program is estimated to save $19-$38 attri le to improved birth outcomes
among mothers who quit smokmg The Commission recommends that funding and education be

available to enable pregnant women who smoke and are most hkel "”’lto quit smoking with minimal
intervention to do s0. At the same time, the Commission will contmue to evaluate other interventions
to aid other groups of pregnant women who smoke to qmt

Improve Birth Outcomes -- Review potential pre'natal care ‘pr'a'ct'i'ce parameter. The Commis-
sion will continue to explore the potential for a National Institutes of Health sponsored community trial
of statewide implementation of practice parameters for prenatal care in association with the Practice
Parameters Advisory Committee, professional associations, state government, public health, consumer
groups, and other ¢ ganizations. The trial would assess the impact of a program of identifying high-risk
pregnant women, and budget neutral reallocations of prenatal care spending to provide additional
services to high-risk pregnant women. With overall pamcxpatxon ‘of 50,000 - 75.000 women and
potential statewndc reduction in poor birth outcomes requiring expenswe prenatal care, cost savings may

‘be sngmt'cant

Improve Bnrth Outcomes - Explore repeal of Iaws requiring ) eportmg of pregnant, cocaine
using women. Women who are using cocaine and pregnant may,be inhibited from seeking tiraely
prenatal care because of current requirements to report pregnan omen with cocaine use The
Commission will continueto explore repeal of current cocaine abuse reporting requirements by pr..viders
of women seeking pregnancy testing and prenatal care to fac:htate'early and continuous prenatal care
by potentmlly high-risk pregnantwomen whomaybe mostm need« h care and counseling. Potential

* cost savings of this strategy are not known at this time, - .

Improve Birth Outcomes -- Provide culturally sensitive, culturally competent care. Women
of color, low-income women, and others with special needs may face nonfinancial barriers to prenatal
care in the form of bias, and unfamiliar or intimidating providers or surroundings. The Commission
recommends that awareness of cultural diversity be incorporated in health professional education and
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trammg programs, and that efforts be made to recrult and retarn med:cal providers from communities
of color. It will work with providers and health plans in the comm 'ny to recommend ways to identify
and rectify bras_ and mnmldatmg or unaccommodatmg provnd d treatment locations.

Improv irth Outcomes - Explore mcentwes for come women to use early and
, -contmuous enatal care. Low-income women may facean ber of obstacles to early and prenatal
: care even if prenatal services themselves are available at no charge Lack of transportation, childcare
: opuons ﬂexrbihty or paid leave time at worksites, and other factors fay posesignificantadditional costs
~ to individuals'in attempting to use prenatal care. The Commission ‘will continue to explore the use of
a variety of ash or inkind mcentrves to overcome barriers to prenatal care, and to encourage early,

',contmuous prenatal care among low-mcome women. - :

kb Improv irth Outcomes - Enhance use of nurse prac s and nurse midwives when it
,improves coordmated cost-eﬂ'ective, continuous prenatal care. Women seeking orin prenatal care
E *‘may desrrev 1dlevel health care practitioners, particularly certi ‘hurse midwives and nurse practi-
“tioners, to play key roles as primary care providers during pregn:mcy and delivery. In some cases,
midlevel practitioners are unavallab]e, oraredifficult toaccess. The Commission will continue t explore
opportunities and methods to encourage use of nurse practitioners and nurse midwives, and to eliminate
barriers to use of midlevel practitioners when it improves coordinated, cost-effective, early, continuous
prenatal care. A number of studies cite evidence of underutilization of mid-level practitioners, and have
estimated potential cost savings from increased utilizatio. of mid-level practitioners. To the extent that
access to midlevel practitioners improved early and effective prenatal care and leads to improved birth
outcomes addmonal savings mlght be anticipated from the 1mproved birth outcomes.

Improve Birth Outcomes -- Chlamydia Screening Chlamydra trachomzms is the most common
sexually transmitted bacterial pathogen in Minnesota. ‘Chlamydia infection is associated with increased
risk of mfernhty, ectopic pregnancy, intrauterine gromh retardation, preterm delivery, and neonatal
mfectlon which can result in conjunctivitis or pneumoma Thi omm:sanon recommends funding for
-ac ’Vmg the Center for Disease Control screening gurdehnes f xually active adolescent women,
and all thos under 25 with one or more partner in ‘past three months or inconsistent use of barrier
~ contraceptron. ‘A 'number of clinics would be needed to provrdc a onitor at least 40,000 screening
tests annually. One study has estimated that screening was cost-effectwe when prevalence of the disease
was greater than 2 percent; arecent state survey of 7,000 women among 26 clinics reported a 5.8 percent
prevalence rate. In Colorado, savings from universal screening were estimated to be over $700,000

' annually, in California, savings were estimated to be over $6 mrlhon dollars.

Improve Birth Outcomes - Improve Nutrition of Women, lnfanls‘ and Children. Poornutrition
status during pregnancy is associated with adverse effects on birth outcome. Studies have shown that
nutrition screening of pregnant women and assessment and’ intervention for pregnant women at
nutritional risk can reduce the incidence of low birthwcight in babies by approximately 50 percent. The
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Commxssro ecommends increased funding for nutrmon and nutritional education programs through
expansion .of the Women, Infant, and Children (WIC) program. The Minnesota WIC program
participated a 1991 national study which demonstrated that for each $1 spent on WIC benefits in
, pregnancy. $4;21 was subsequently saved in lower Medlcmd costs; due to fewer preterm births.

, - Reduce the incidence of vaccine preventable disease - Improve’adherence to immunization
standards, fund immunization efforts. Although reduction percent or more in the reported
incidence of. immunizable disease have been documented in the U.S., these diseases can stili be quite

_dangerous in.unimmunized populations. Reducuon in mc:dence of a disease may be temporary if
‘immunization is not continually emphasized. Data suggest that ‘ izauon rates among Minnesota’s
o improve immunization rates
~-among chlldren and preschoolers, including promoting greatér provider adherence to “Standards for
- “Pediatric Inmunization Practices” and funding of outreach, trackin yvider education and follow-up
to 1mplementth:e state Immunization Action Plan, Savings estimates forthrs strategy range considerably,
and savings on investment ratios of 2:1 to 14:1 have been docu_

'EStabli'Sﬂﬁ‘?"State\vide consumer health education and wellness programs through Community
Health Boards and other organizations. The state’s population experiences high rates of preventable
disease, disability, and injury. The Commission recommends funding and coordinating statewide media
campaigns and communitywide prevention campaigns to influence cultural norms leading to behavior
andlifestyle changes. These programs could be administered through the statewide system of community
health services under the 49 Community Health Boards. These programs should be coordinated with
and utilize additional community resources to adequately address the health education and wellness
needs of low-income persons and special needs populations. Many communitywide wellness programs
have reported high rates of return on their health investments. 'In addition, media campaigns and
community preventlon campaigns can help other preventron activ to have greater impact, and bring
about greater savmgs :

" Establish statewnde consumer health cducauon and wellness ygrams - information clearing-
house on wellness. Employers and worksites are potentially well suited to promote wellness and
prevention programs. Employers have a self-interestin ahealthy. productwe workforce, and often offer
natural economies of scale and central locations for worksite based prevention and wellness programs.
What is often needed however, is information and technical assistance to initiate worksite based health
programs. The Commission recommends development ofa statewnde information clearingliouse and
technical resource on successful models of worksite based health and wellness programs to disseminate
to employers. Models might include examples of national “Koop Award” winners and other programs
which have demonstrated cost effective improvements in health status and health care cost containment/
cost savings.
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k Establishstatewnde consumer health educatlon and wellne, s programs -- Establish incentives

alth Initiative”) or possible tax credits’ to emplo
ion programs. Potential cost savmgs can be e

commen makmg nonuse of seatbelts a primary offense hich nonusers could be stopped and
requlred to pay a fine. Revenues from fines beyond the cos enforcement could be dedicated to
additional preventive health activities. Ithas been estimated t raints had been used by the 10,030
Minnesota crash victims in 1991 who did not use them, an estimated 181 lives and 742 severe injuries

= dependmg n the assumptions and cost accountmg methods used, and merits further consideration.

; Reduc injury from other crashes -- Require mandato ry helmet use. Health care costs of
_traumatic ¢ ain injury resulting from motorcycle and other crashes among those without proper helmet
- protection have been shown in a number of studies to be higher than for those properly wearing helmets.
~ "Studies have also shown that a disproportionate number of those injured in motorcycle accidents have
~-no health insurance, or are covered by public sources, and result in direct health care expenditures to the
state. The Commission recommends mandatory use of appropriate headgear meeting safety criteria for
“anyone operating or riding motorcycles, bicycles, mopeds, snowmobiles, and all-terrain vehicles.

Anyone not in compliance would receive a fine. Revenues from the fine in excess of the costs of
"“enforcement should be dedicated to fund additional preventive health uctivities. An estimated 450-500
motorcyclvf's‘;ts in Minnesota sustain traumatic brain injuries as aresult of motorcycle accidents each year.
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. ‘Basedon experience with Louisiana’s mandatory helmet law, hospital and long-term disability costs for
~.“these 450- 500 motorcycle injuries might be signifi cantly reduced with enactment of a universal helmet
- law. Ifthe "seventy of injury among the 450-500 motorcycle’ acc1dent traumatic brain injuries were
“'f,reduced by the same level as in Louisiana, for example, the potentral long-term disability cost savings
oximately $31,000,000 or more. The more xmmedlate 1mpact on health care costs have

, not been detenmned at this time.

ka ; R’educeﬂt_obacco useand assnciated adverse health effects--Increase the excise tax on cigarettes.
- Tobacco use is ranked as the single most significant cause of preventable morbidity and mortality. In
: anesota, hea!th care costs attributable to tobacco related illnesses were estimated to be nearly $355
- mllhon in 1990 The Commission recommends an increase in the excise tax on ci garettesto bring about
uction in overall consumption. (Ithas been estlmated that every increase in the total price
. of 10 percent will lead to an overall reduction in total consumpnon by approximately 4.5

“percent.) Achrevmg 1 the targeted 5 pecent reduction requires increasing the current state tax $.23 from
- $.48/pack (25:4 percentof wholesale pnce) to$. 7l/pack (37.5percent) of wholesale price. Itisimportant
to note, however, that the inipact of price increases is greater on young people than adults and that price
influences the decision to initiate smoking more than itinfluences the quantity of cigarettes smoked. The
immediate savings of lowered cigarette consumption are difficult to quantify. Given the large expense
‘associated with tobacco however, even relatively small immediate effects of an increased excise tax are
;hkely to produce measurable and important savmgs. In addmon after accounting for reduced
‘consumption because of the higher tax, every penny increase in the tax is estimated to generate an
additional $2.8 million dollars in excise and sales tax revenue that are recommended to be dedicated at
Teast in part to fund the preventive health activities identified in this report. (1he total estimated fiscal
~year 1994 total excise and sales tax revenue impact of a $. 23/pack increase in the state cigarette tax
,descnbed above is $65.3 million in additional revenue )

, Rcduce tobacco use and associated adverse health effects -- Restrict advertising of tobacco
‘products. Advemsmg restrictions on tobacco products should be developed as statewide policy to the
extent possible, given firstamendment rights to free speech. Restricted advertising of tobacco products
canbe coupled with an increase in the price of cigarettes from an increase in the excise tax to reinforce
commumty norms against tobacco use, and bring about greater reductrons in smoking and potential

savmgs

Reduce tobacco use and associated adverse health effects — Institute additional statewide
restrictionsonaccess to tobacco products. Institutestatewiderestrictions on self service merchandizing
of tobacco products. Restrictions on the availability of tobacco products including cigarettes can be
coupled with an increase in the price of cigarettes from an increase in the excise tax to reinforce
community norms against tobacco use, and bring about greater reductions in smoking and potential

savings.
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_Increasethelevel of exercise and personal fi tness, explore exercnse prescrlpuons The American

as part of eb"'rporate wellness programs community-based health promotion, and ISN prevennon
‘strategles It further recommends that the Practice Parameters Advnsory Commmee evaluate exercm

0 tlme. inthe existing cultural norm concemmg the use of alcohol‘7 From that point of view, using excise

taxesto accomphsh anoverall reduction in consumption of 5 percentin each of the three types of alcoholic
‘be _verage (beer wine and distilled spirits) was an attractive approach because the impact wouid be
‘apparent among the larger group of Minnesotans who represent occasional or moderate consumers of
alcohol, but for whom the potential for experiencing alcohol related problems always exists (e.g.,
drinking and driving). If the amount of state excise tax was based'solely on alcohol content regardless
of the type of alcoholic beverage, beer (which is taxed at only 8 cents per six pack now) would continue
to betaxed at relatxvely lowlevels. Because the demand for beer is less responsive to changes in price
fthan is true for wine or distilled spmts it is necessary to increase the current tax on beer by a greater
that required for wine or distilled spirits in order to accomplish the desired S percent
decrease in nsumption. This is of concern because beer may serve as the “entry level” alcoholic
: bevemge for many adolescents, an rmportant target group for any primary prevention effort. This
approachresults in amore significantincrease in the excise tax forbeerand would make it less affordable
for adolescents who, because they have less disposable income than adults, are more responsive to
changes in price.

‘ The Commission recommends an increase in the excise tax on alcoholic beverages to bring about at
leasta S percent reduction in consumption. To maintain the reduction over time, it is recommended that
themethod of taxation be changed from an amount per unit/volume toad valoremtax. Because the impact
of price increases vary with the type of alcoholic beverage, this recommendation would increase the state
‘excise tax on beer to at least 22.8 percent of the wholesale price (increase from $.08 per six pack to $.38
persix pack);on'wine to 13.6 percent of the wholesale price (from $.12/liter to $.39/liter); and on distilled
spirits to 27 percent of the wholesale price (from the current level of $1.33/liter to $1.97/iter). The
Commission recommends dedicating at least some revenues of the increased taxes to fund other health
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'promotlon an preventlon activities. Itis esumated that the lmpact on state sales and excise taxes for
fiscal year1 994 of the increased excise taxes would total over $80 million dollars. Theimmediate savings
oflowered alcohol consumption are difficult to quantify. Given thelarge expense associated withalcohol
however, ‘relatlvely small immediate effects of an mcreased excise tax are likely to produce
measurable nd tmportant savmgs :

0 and alcohol products be dedicated
"r'ibed above. Evaluations of these

to dxmmlshmg 'marginal returns when applied more broadly Many benef‘ ts of preventnon and health
: promotlon'stfategles are also likely to accrue over much longer timeframes than considered in the
‘proposals above, and may also be important for equity, as well asefficiency reasons. Equity and longer
term paybacks werenot con51dered toas greata degree however as Short~term measurable cost impacts.

lt shoulc also be noted that cost savings were esttmated f‘or d:stmct interventions which may affect
many common groups or populattons As a result, the cost savings achievable by implementing all or
the interventions below may be less than the sum of the individual proposals listed. In addition, public
;fhealth problems often have many causes, and require mtegratmg numerous mutually reinforcing
sirategies to change community norms that influence behavior and lifestyles. However, the targeted
approach focusing on individual strategies has been used to facilitate cost and savings estimates, and to
aid in selecting particular strategies that might be of most 1mmedmte value in achieving cost containment
in combination with health enhancement.



Information & Technical Assistance

A resource center will be developed to act as a clear-
inghouse for information on health care costs and quality
and provide technical assistance for consumers, providers,
health pla’n‘s,' 'and employers and other purchasers.

: Thc Commnssnon s cost containment plan relies: signifi cantly upon the effective collection and
dlssemmatlon of a variety of data and information on heahh care costs and quality. Information on ISN
costsand quality must be available to facilitate competition. Providers and health plans will benefit from
access to effective practice parameters and other methods of increasing efficiency and quality.
Employers need information and assistance to puréh‘ése quality health care for their employees and to
_1mplement worksite wellnessand prevention programsand other cost containmentactivities. Consumers
. need information that will empower them to be more effective purchasers and users of health care. The
_ 1992 HealthRight Act and various components of the Commission’s cost ccntainment plan create
~mechanisms for collecting and disseminating data and information relating to health care.

A resource center will be established through a collaborative public-private partnership. The resource
center will offer information and referral relating to practice parameters, outcomes data and research,
technology assessments, the costs and quality of ISNs, purchasing pools for small groups. consumer
education and wellness programs, and other initiatives. Theresource center would nothave any authority
of its own to require reports but would act as a repository and point of dissemination for information and
resources collected through other state initiatives or submitted voluntarily by health plans, providers,
employers, and others. The primary purpose of the resource center is to create a single, user-friendly
source of information and referral relating to health care.
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Regional Coordinating Boards

issioner of Healthin consultation with the Commlssmn designatedsix regions in the state
"’.for purposes 0 mplementmg the cost containment plan and other initiatives in the 1992 HealthRight
ct. Each region is represented by a board of 17 members who advise the Commissioner of Health and
'the Commnssnon on issues of quality, accessibility, and affordability of health care.

..:QE_"Slalutory duhes of the regional boards .
Under the‘*l 992 HealthRight Act, Regional Coordinating Boards are authorized to:

( 1)) Recommend that the Commissioner of Health sanction voluntary agreements between
provxdcrs in the region to provide protection from antitrust challenge;

(2) Make recommendations to the Commissioner of Health .n major capital expenditures and
the introduction of expensive new technologies and medical practices;

(3) Undertake voluntary activities to educate consumers, providers, and purchasers or promote
voluntary, cooperative community projects to improve access, quality, or affordability; and

(4) Make recommendations to the Commissioner of Health regarding ways of improving access,
quality and affordability in the region and throughout the state.

Continuation of the regional boards

Health care reform will work most effectively with strong regional involvement, commitment and
implementation. Therefore, the Commission’s cost containment plan calls for the continuation of the
regional boards with the duties specified in the law as well as general expectations of activities which
will assure effective implementation of the cost containment plan. The Commission and the Minnesota
Department of Health have and will continue to work closely with the regional boards as they develop
their workplans, timelines, and strategies on how best to fulfill their responsibilities.

Activities of Regional Coordinating Boards

Each Regional Coordinating Board’s mission will vary somewhat because of regional ditferences
and time needed to assess regional circumstances. General expectations regarding Regional Coordinat-
ing Board activities are:

(1) To develop a strategy to assist in the implementation of the cost containment plan by June
30, 1993;

(2) To initiate voluntary, regional efforts which promote better understanding by providers,
payers, employers and consumers about each group's responsibilities under MinnesotaCare:

8i
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Chapter One Regional Coordinating Boards G

3) To advise the Commlssmner of Health as utline e law, with special emphasis on

reglbnal needs regardmg access and health plannm' an

n‘tities such as the Rural Health
e, and the Community Health

4) To seek advice, when appropriate, from pnvate and pu )
Advisory Committee, Healih Planmng Adv1sory Comr

 Future Directions for the regional bourds‘.

By June, ,-31{-1993 a detalled workplan, assessmg reglonal needs and strength and identifying
1mplementanon priorities, will be available from each: Regxonal Coordinating Board. After each
workplanis developed each Regional Coordinating Board will seek local public input, make refinements
and then begin implementation by July 1, 1993, Each workplan wxll include a statement of short and
long-term goals for the region each board serves. - ,

In its assessment of the region, each reglonal board is expeeted to address the following:

(N Esfablishment of Integrated Service Networks, and related consumer and providereducation;

2) Momtonng and/or promoting spending growth hmus and related consumer, employer, and
provnder education;

3) Reglonal comparisons of outcome data, mcludmg pnce quality, and related consumer,
employer and provider education;

(4) Preventxon 1mprovement including needs: assessment pnvate sector contributions and
spemal projects recommended to increase awareness, i

®)) Publxc healthintheregion, including needs assessment therole of public healthagenciesand
pnvate sector contributions; and i

(6) lssues ofaccess to services, including provnder avmlabxhty, bamers toappropriate use of mid-
level provxders and issues of financial resourees and transportatlon/mobxhty

Each Regional Coordinating Board will defineitsrolein coordmatmg ISN and non-ISN activities in the
area, Over a longer period of time, the Regional Coordinating Boards will be expected to offer advice
on regional data collection and disbursement, use of technology in the reglon and other components of
the cost containment plan as well as other health care delivery service issues.

Community health hoards

Community Health Boards will act as resources to the Regional Coordinating Boards.
82
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Impacton Rural Areas

The cost conmiﬁinent plah is designed to be effective in
every region of the state and strategies will be tailored to
the special needs‘"ah_d conditions in rural areas.

The Commxssmn recognizes the significant issues and concerns affectmg rural Minnesota. Major
rural health initiatives were enacted by the 1992 HealthRight Act. These include programs to increase
the number of medical school graduates who practice primary care in rural areas, loan forgiveness
programs for rural practitioners, financial assistance and transition grants for rural hospitals, programs

~to establish rural community health clinics which will. make greaterj use of mid-level practitioners, a
health services personnel database for rural Minnesota, the creation of an Office of Rural Health to
promote improvements in the rural health care system, and other initiatives. These programs are
described in more detail in Chapter Three. These programs will significantly enhance the quality and
accessibility of health care in rural areas. These programs are described in more detail in Chapter Four.

. The Commission will work closely with the Office of Rural Health and the Rural Health Advisory
Committee to see that the programs are successfully implemented and to monitor their effectiveness.

The first responsibility assigned to the Commission by the 1992 HealthRight Act was the
development of a cost containment plan. Geographic access, provider recruitment and retention,
physician and provider support, and other issues that relate only indireetly to the cost containment plan
are of significantimportanceto rural areas and have come up repeatedly during Commission discussions.
The Commission intends to devote a significant amount of time to these and other rural health issues in
1993 after the cost containment plan has been submitted to the Legislature and the Governor. Some of
the specificissuesto be addressed include the role of medical schools inincreasing ti 2number of primary
care graduates who practice in rural areas, the use of mid-level practitioners such as nurse practitioners
and physncnan assmams. and strategies for recruiting, uppmtmg,, and retmmng, rural providers.

Rural ISNs nd competition

The Commission will promote and facilitate compemmn betweeﬁ I@Ns eveninrural areasofthe state
where only one provider system exists, Just as multiple health insurance plans are available now, ISNs

will compete in terms of the coverage they offer, their costs and efficiency, and the extent to which their
contractual relationships with local providers are more efficient or offer better quality or service.
Improved data on quality and costs will also promote comparative competition between regions.
Employers and consumers will compare the quality and cost of health care services in their region to that
of other regions and negotiate with providers and health plans for improvements when indicated.

Rural health care cost containment
Limits and controls on provider services that are not offered withii: an ISN will control costs even
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mpact on Rural Areas

ween ISNs does not occur. Evaluations of technblogy by the Health Planning
Advisory Committee will include recommendations on appropriate use of technology, training required
of health care personnel using the technology, and the minimum patlent base that can support the
technology. This information will beinvaluable to rural regions, providers,and health plans, inassessing
whether to acquirenew technology. Practice parameters and data on quality and outcomes will help rural
providers identify the most effective and efficient methods of practxce
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Continvous Improvement

The cost containment plan is a step in a continuous
process of improving the Minnesota health care system.

A major theme underlying the cost containment refonns of the Commlssxon is continuous quality
1mprovement alsoknown as total quality management. The Commission believes the cost containment
-plan is an lmportant first step toward achieving the cost containment goals expressed in the 1992
HealthRight Act. Tt is envisioned that the initial rccommendatlons to slow the growth in health
: expendxtures wrll be revised and improved upon in future years. ‘An ongoing process is foreseen of
:1mplementmgreforms carefully evaluating the impact of the reforms and thenrevisingand recommend-

‘ing improvements.

-~ The Commission intends to identify and define more precisely Minnesotan's expectations of the
health care system and to continuously evaluate the success of the system in meeting those expectations.

The principles of continuous quality improvement are being widely adopted by health care providers
and health plarfé{;f:_Without specifictechniques of quality improvement, there are significant concerns that
cost containment activities will compromise the quality of medical care in Minnesota. Therefore, the

- Commission mtends to promote the principles of continudus 1mprovement philosophy among health care
prov1ders to achleve higher levels of quality while containing costs.

A spccxf' ic strategy for promoting continuous quahty 1mprovement is for the Commission to identify
“projects in which a pubhc-pnvate partnership could focus a continuous improvement activity and
identify resulting cost-savings. In addition, educational activities and technical expertise in continuous
improvement activities could be developed through this public-private partnership, so that duplicative
resource expenditures could be avoided. '




Implementing the Plan

The plan will be zmplemented through legislation and other
activities accordmg to an aggressive timetable.

\ ‘l_‘e‘givsluliolifund rulemaking

e h developmeﬁt of rules Expedlted or emergency rulemakmg procedurcs will be needed if spendm;,
: lhmxts are to be in place by January 1994, :

The cost containment plan will be implemented according to the following timetable:

- April 1993'

Th‘é phase-in of uniform billing forms will begin

lelts on 1993-1994 growth will be established by the Commissioner of Health

July 1993

Providers and health plans will be reqmred to mamtam and report data on costs, revenues,
and pnces

Implementation of short-term cost containment strategies will begin
Statewide consumer education programs will be implemented

A tesource center will be established to provide information and assistance on health care
quality and cost issues

Data collection for the large-scale quality data base will have begun

October 1993

Rules governing ISNs and the all-payer system for non-ISN services will be finalized and




Chupier One: Implemerting the Plan

éhed and the procedures for granting ISN stzitus Will ‘bve implemented

. * They process of def' ining the basic setof bcnef' ts and serv:ces that must be provided by an ISN
: wﬂl'be completed = e

January 1994

The irst year undcr spending limits be;,ms

'I‘he ll-payer system for non-ISN scmces w.ll be vnple

Cor auve data on the prices and thty of ISNs ‘w1 be ublished

January July 1995

. Evalpgtlon of the actual 1993-1994 growth in total spending will be completed; action will
be taken to address excess 1993-1994 spending growth, if necessary

‘ legisluﬁon

- The follo“ﬁﬁg legislation will be needed to implcment the Commission's cost containment plan:

earlier m_thxs report);

(2) Legislation authorizing the Commissioner of Health to adopt expedited rules to establish an all-
payer system for all non-ISN services. The legislation will establish requirements for pricesand
utilization that will ensure that the growth in the costs of non-ISN services does not exceed the
limits established by the Commissioner of Health (See the section on Growth Limits and

Payments Systems that appears earlier in this report);
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jon authorizing the Commissioner of Héalth in collaboration with the Commissioner
of Revenue, to adopt expedited rules governing the collection of data on prices, costs and
revenues, quality, and utilizations from hcalth plans and provrders

o

) Leg“ (?latton improving and expediting the process for state approval of collaborative arrange-
ments to provide protection from antitrust lrabrhty, o

3 (5) Legtsl ion improving the ability of small g ups to jo chasing pools to increase their

abili 'y to purchase affordable health coverage for thexr

provide information and assistance

-~ (6) Legrs ation authorizing the creation of a resource cente
; on health care quality and cost issues; = :

..M Leg atlon repealmg the sunset on Regronal Coordmatmg Boards
~(8) Leglslatron implementing or authorizing short-term strategxes.

(9) Legislation protecting members of the Health Planning Advisory Committee from liability
when acting in good faith and within the scope of their responsibility;

(10) Legis]ation providing funding to implement the cost containment plan; and

(11) Other legislation to implement components of the plan. - S

Federal Iédisluﬁon and waivers

Changes m federal laws and regulations will be requested that v.nll facilitate the implementation of
the cost contamment plan.
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S'p‘_’e‘x‘nding Dal . & Treml Projections

ﬁlth care spending and
ends will be established
nd continuously improved.

Methods of l‘p

,taté,o,f Minnesota. The goal of the
. d for population changes, so that

: plzm must b
»the growth ,

issioner of Health, in consultation
icand private spending on health

€| oped the data collection strategy
‘The Committee set forth a list of
data objectives that must be accomphshed in order to effectwel ablish and enforce growth limits on
health care spendmg These ObJCClWCS mc!ude the following:' -

sota health care expenditures on
ation on Minnesota health care

expeﬂdltures for the 1990-1991 baseline perio :
(2) The Commission must be able to determine an  monitor the trends and growth rates of health
care spending by type of payer (public versus. pnvme) 0 ngoing and consistent basis.
* (3) The data collected of health care spending must be ata leve of detail that will make it possible
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Commnssnon and the Commxssnoner of Health to prcgect spending growth, iecommend
its.on growth ‘monitor actual trends, and enforce complnnce with the growth fimits.

hﬂe esﬁmutevs:ofaheulth care spending and growlh rates

Existing stlmatcs ot health care spendmg in thc St'\te of anesota are prnmnly based on na!um.xi

nd actuarial pro_]ectlons of expendltures by type: of service and by source of funds
al, 1991). Estimates are made of state-level etpeudltures only periodically. The latest
state-level information available was based on 1982 data (Levut 1985) with an update expected sometime
“early in 1993 Using the NHE accounts, HCFA estimated 1990 national health care spending at $666.2
billion or 12.2 percent. of the Gross Domestic Product (Levit et al, 1991) The average annuai growth
“rate in national heaith expenditures hetween 1028 ond 100N josorimesend gt 98 g (LK
Congressuonal Budget ()tm.e, 1v.2,.

Le\\in/! CF. Lewin/ICf’ amtmnalhe'\hhwmulum,hrm dcvclnpndmnudel toestimate state health
care spendm y for 1991 (Families USA, 1990). The estimates are again based on national data and
extrapolated to state level data based on the distribution of the state’s population and other factors. The
Lewin estimates have been used as the targeted health spending amount for the State of Minnesota by
the L@gislmur@ and the Cemmission, The Lewin/ICF estimate for health eare spondimg i the State of
Minnesota is $14 billion for 1991. The current rate of growth in h(.ah 1care spending is ten percent per
year based on‘an actu- : e
arial estimate by pigyre 1, anesm Henlﬂl Cure ® Spending 1991-2000
‘Deloitte and;Touche Dollars in Billions .
fortheMinnesotaLeg-
':slaturc ‘An iflustra-
‘tion " of anesota
health care. spendm&
from 1991 2000 with -
and withoutthegrowth
limits established un-
der . the 1992
HealthRight Actispre-
sented in Figure 1,

1994 1995 1996 1997 1998 1999 2000

nmwmnwmmmmw Dicembie 1951, mmmm Xt o e vty Badicet
Bperaiag prowth without HealtiRight is 109 srmuilly based W06 tetulria) esturate froim umm a0 Toax e

Spemting groeth for HeaRhRIgM Sasad 06 Kot 1 M) to redune e growTh i RWTENg by (T QA Yo

Sarce. Mumeots Houre Approptiations Committes, 196)
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Chapter Two: Sﬁénding" Dtml & Trend Projections

© Tables lAg'xid 1Bshow in greater detail theprojected  yahle il:furrenl Health Care
rate of growth and anticipated savings given the enforce- Spen ding”l"ro' ections® {in billions)
ment of the limits on the growth in health care spending. — '

It should be notéd that the $14 billion estimated for 1991 : :;.f}ll'99l $14.0
health expenditures in the State of Minnesota is based on 1992 $15.4
the best data available at this time. In addition, the ten — i
percent growth rate used to project health spending into 1993 $16.9
the future is hypothetical and intended to illustrate the 1994 $18.6
-effect of the growth limits into the future. Itis likely that ) .
future growth rates will be different than ten percent. 1995 $20.5
~ University of Minnesota, A third source of informa- | 19% $22.5

tion is the work-done by the University of Minnesota, | 1997 $24.8
Division of Health Services Research and Policy, to - .
“provide an overview of health care expenditures in Min: po 1998 $27.3
nesota from 1981 through 1985. The report compiles - Dumadonaby, | Stme 10
numerous sources of data to establish the aggregate cost - ' ! P ———

and trends ofhealth care expenditures by service category -
and by payer. The Uni-
versity estimated the av-
erage annual percent-in-
crease in total per capita

expenditures during 1981 . »
-1985at8.6percent.(Uni- | Year 10% of Growth Rate | Growth Limit | Cumulative Savings

(in billions)

Table 1B: Example of Reducing the Rate of Growth
by 10% for the Rext Fiva Years

versity of Minnesota,

G | = T 7
In summary, the cur- e

rent estimates of state- |[1994-95 [10%x 9% =.9% 8.1% 7

level spending on health | — l —_—

careservicesareeitherout- [ 1995-96 110% x8.1% = 8% |  7.3% 1.8

dated orbased onnational- S -

level data, The Lewines- {1996-97 [10% x 7.3% =.7% 6.6% 38

timate of $14 billion that : '

has beenused by the Leg-  11997.98 | 10% x 6.6% = .7% 5.9% 6.9

islature and the Commis- : .

sion i cnly an estimate Based on a hypothetical estimate of 16% growth rate per yvear.

and based on data that 1s
removed fromactual state
experience. The Lewin estimates will continue to be used until the Commission develops its own state
catimate based on more accurate state-specific data on health care spending,
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~ Chapter mo: Spending Data & Trend Proiecﬁo’ni

; Allhou},h the HCFA information on health care expenditures provides consistent estimates of national

~ health care spending over time, the data is not at the detail needed to effectively implement and enforee
spending limits at the state level. In addition, much of the work done in estimating state-level spending
isdeveloped by’manuall ypulling togethera diverse set of information from various data sources and this
hme—consummg compilation of disparate data sources must be reenacted every year to keep the numbers
. up to date

o ‘In ordert timate and monitor health care spending in the State of Minnesota for the purposes of
 establishing spending limits more precise state-level data is needed. A primary objective of the
: Commlssmn isto collect uniform and consistent state- level data in aroutine and efficient manner ont a

: ongomg basis:

'Exushng siute data sources

The state has several data sources that, while not all-inclusive, will be helpful in establishing the
process for data collection for other payers and providers. In general, the state has access to reliable
aggregate data on hospitals and HMOs and detailed information on the Medicaid program. However,
there are no additional routine data collection activities to collect information from other payer groups,
provider groups, or other state and local health care programs. Most notably, there is no data currently

collected on physician-level spending. The two databases currently maintained by the Minnescta
Dcpartment of Health are described below:

‘Health Care Cost Information System (HCCIS): This system prowdes information compiled by

the Minnesota Department of Health on the financial condmon and operating experience of hospitals
“in Minnesota. Information contained within the system includes income, expenses, charges.
‘receivables; capital, stafflevels, and utilization. The systemis used toprovi ..e information for policy

‘making concerning health care cost containment and access to health care. The system is updated -

as hospitals submit information at the end of thenr fiscal years. -

HMQ_AnnuaLRgmr_tg This system provides mf'onnanon on the operating procedures, financial
status, enrollment, and utilization of HMOs as well as complaints against them. The system’'s

‘information on operating procedures are updated as HMOs amend their articles of incorporation,
bylaws, enrollee contracts, provider contracts, geographic service area, and operating procedures.
Complaints received are kept in a nonpublic file. Annual reports from HMOs provide standard
aggregate information about financial status, enrollment, and utilization of services by HMQ
enroflees.

Initial assumptions: health care expenditure dufa

There are several basic assumptions that underlie the Commission’s plan to collect data from both
payers and providers for the purposes of quantifying and monitoring health care expenditures over time
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These assumptlons include the following:

¢ . Determination of spending targets and lmegrated Service Network (ISN) accountability will

: requxre ‘the collection of statewide, regional “and comparatlvc data to determine baseline

expenditures and revenue infomration to set statewide expcndlture goals and specificexpenditure
.goals for ISNs and other health care providers. :

+ Healthe care revenue and spending data will be routmely collccted from both payers and providers
of health care services. The data collected and the data collection process will be reviewed on

an ongomg basis.
+ Data will be collected annually based on consistent guidelines and data definitions.

¢ The data set will include as a base, expenditures and r_everlués for health care services contained
in the set of basic benefits generally included in health coverage programs.

-+ Theexpenditure database will be limited in the initial years but will evolve as additional sources
- of data are developed and submitted on either a voluntary basis or through legislative
- requirements.

¢ Data definitions and data collection techniques will be refined over time to assure the collection
of'uniform and accurate data on health care spending and to assess the balance between the need
for accurate data and the costs associated with collecting thé'data.

* - 'Random or cyclical events may distort the estimates of the growth rate of health care spending.

“Target rates of increase and implementation of spending limits will be established in a manner

that recogmzes the year-to-year peaks and valleys -and long-term trend fluctuations that exist in
the health care system. - ,

Overview of data strategy

The 1992 HealthRight Act requires that the rute of spending growth for 1991 be used as the base year
forteveloping the cost containinent plan. The Commission has recommended using a two stage strategy
for Jata collectlon that includes: (1) a short-term initiative that provides immediate information on a
significant proportion of, but not all, health care spending, that will be used to establish a growth trend
for 1991; and (2) a more comprehensive data collection plan that will provide more detailed data that
can be used to monitor spendm;, y and growth patterns over time. Each of these strategies is described

below.

The framework for defining the elements toinclude in health care spending is based on the framework
used by HCFA National Health Expenditure accounts to estimate national expenditures. The framework
inciades three basic components of total health expenditures. (Levitet al, 1991)
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L Emm&ga_mmm_dgum Includes expenditures resulting from the provision of
services for direct patient care, program administration and the net cost of private insurance and
government public health activities. :

2. R:sg_amh_am_qd_w_aﬂ_m. Research expenditures includes expenditures for biomedical rescarch
and research o.: the delivery of health care. Education expendltures include formal federal, state
and local subsidics to finance medical education.

vever, the data collection strategy will focus on personal health expenditures first and
to include the other categories as time and resources pemm

available and "|ll be collected and monitored. Although long-term care is nota p*\rt of the overall cost
containment plan, it is the intent of the Commission to monitor the costs and trends of long-term care
along with other components of the system. :

Short-term s trategy

The short-term data collection strategy was developed to collect the best figures possible on 1991
health care sp ing to meet the January 15, 1993, deadline for submitting the report to the Legislatare.
The process involved working directly with the major payer groups to determine 1991 baseline data.
Payer groups were chosen for the initial information because of the availability of accurate data, the short
timeframe needed to collect the data, and their ability to calculate growth trends.

‘The Commission requested total revenue by source and aggregate claims paid by general spending
categories. The general spending categories included hospital services, physician services, drugs,
services of other health professionals, mental health and chemical dependency services, dental services,
and administrative expenses.

The list of the major payers and an outline of the strategy used for collecting aggregate spending data
is presented below:

HIMO PROVIDERS: Augregate spending data provided in the annual audited financial statements
submitted to the Minnesota Department of Health. Additional information was requested from

" the three largest plans to determine the aggregate amount of their self-insured business.
9 -



Chapter Two: Spending Data & Trend Projections

BLUE Ci!OSS/BLUE SHIELD: Aggregate information on spending for all business provided in
the state, including the self-insured business conducted.

SELF-I&SURED PLANS: Survey data from the Business Health Care Action Group companies
which includes fourteen large employers in the metropolitan area in addition to the self-insured
data provxded by BCBS Group Health, and Medica. ~

COMMERCIAL INSURERS: Survey data from the top companies that do business in the State
- of anesota representing approximately S0 percent of the commerc:al business in the State of

Minnésota.

AYERS: Existing Medicare and Medicaid (the primary public payers in the state} data
h care expenditures, supplemented with Medicare information from BCBS and Travelers
sota’s Medicare carriers). Other public payers and programs include Workers' Compen-
he Minnesota Comprehensive Health Association, and the Public Employees Insurance

It is estimated that the data generated by this strategy will capture approximately 60 percent of all

personal hcalth care expenditures. Figure 2 provides an overview of the distribution of the Minnesota
- population covered by different payer categories and an estimate of the uninsured for 1991. The
Commission w:ll have complete information on the population covered by HMOs, BCBS, Medicaid and
other public | programs and a smaller proportion of the commercial and self-insured business. The
Commission will continue to refine definitions of expenditure categories and colle. : payer-level data on
an ongoing basis with the anticipation that the ISNs will be required to submit similar information as a

requirement of certification.

Figure 2 Distribution of Population by Coverage Category

. L 4 . :
“State of Minnesota, 1991 = m o i

Al Self-insured 307%
D (1.342072)

. Commerciol/BCBS 17.4%
(761,257)

{ Medicoid, Other Public 8.3%
{3562 825)

HMOs 21.5%
(942,311 Uninsured 8.5%

{369,800)

Medicore 13.6%
(596,834}
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Table 2 provides a summary of 1991
personal health expenditures for the State
of Minnesota; We have attempted to quan-
tify federal, state and local programs in
addition to private sector payments. The
table includes actual data received to date
plus an esnm‘}te of out-of-pocket expendi-
\ national patterns of out-of-
. For the commercial

presented along with an
centage of total expendi-

bad debt. Long-term care (LTC) expendi-
tures are listed as a separate category and
include both public and private out-of-
pocket expenditures.

Based on the expenditure data submit-
ted and state estimates of covered individ-
uals by type of payer, an estimate of total
health care expenditures for 1991 was cal-
culated. For 1991, personal health care
expenditures for the State of Minnesota
was $8,727,686.444. Adding LTC expen-
dituresincreased the estimate of total health
care expendntures to 310,545,424,440.

Table 3 pmvxdes a break out of the
public programs that were included in es-
timates of total health care expenditures.
As stated previously, attempts were made
totrack all public programs, but there were
several pieces of data that were not readily
availableorin a formsuitable forreporting
purposes. Itis anticipated that the level of
data required to document and track health
care expenditures will be submitted by
state and local health programs onan annu-
al basis in a uniform format.
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Table 2:

Estimate of Persona! Health Care

Expenditures by Payer Category
for |_l|"¢h$'ule of Minnesota, 1991

LPAYER CATEGORY

PUBLIC: FEDERAL *

Medicare

l 451 00!)000

Medicaid

704 756

Other Federal Programs

5968!1 !sb‘

TOTAL: FEDERAL

245451863

PUBLIC: STATE *

Medicaid

General Assistaice Medical Care

Other State Programs

3i0.922.343
119982010

349,715,538

TOTAL: STATE

TRO6IV.8TS

PUBLIC: LOCAL (COUNTY, CITY) *

Medical Assistance

General Assistance Medical Care

Other Local Programs

42N AN
D387 0003

NU9GR TR

T() I'AL [OLAI

133491758

PRIVATE: *

H\AOs

Outof-Pocket ()

Workcrs C on1pn.n<almn Mo.dn..ﬂ

Aulo !nsurancc - Mcdlcal b

BTN

EUER KRl
164,399 318
RARXLCHRETT

RN UO0GU

TOTAL: PRIVATE (1,2,3)***

SO K —

TOTAL PERSONAL REALTH CARE EXPENDITURES®®® - 6,477,716,532

09,386,263

LONG-TERM CARE

St'\!u l‘a)mcnls

()ul of. Poukcbl’nvalc

96330013

ERE R

TOTAL: LONG-TERM CARE

18177709

'8,295,454,528

INDEPEMDENT ESTIMATE OF ACTUAL YOTAL - |0,545,424,4§9

¢ Exhuding Long.Term Cate  ** Eatbnate from Mimnescta Heatth Care Aceess Repot, Jaraimy 1991
+¢* Rased m sctusal data submitted a8 of Apead 1993

(1) Reprexents $9% of comnmarcual coversge sovd 100% of BORS coverape
&1 Ropresents WO of sl sengad covasge 14 Repredents § B of thtof Podker vavenage
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~Table 3:
Hlnusoln, 1991'

PAYER CATEGORY

. Estimate of Public Health Care Expendumres for the State of

PAYER CATEGORY

Chapter Two:iSpending Data & Trend Projections

133.m.755;

PUBLIC: FEDERAL *** -
310922344| Medicare - 1.451,000.000
119982,016] |Medicaid =~ - 406,704,756
44127022| OtherthalAmstame(Reﬁlgees) 1184954
86,718,765| | VAPrograms = = 249994381
16,014,519| | Indian Health Services " 27,000,000
‘| State Employeé Gmup Insurance Plan 117,016,602 | CHAMPUS 17,022,000
State-paid Workers' Compensation 10,750,000 | Federal Workers' Compensation -
Correction System Health Program 10,105475| | US Public Health Services 202,700,000
Higher Education Student Health Proprams **+| | Center for Disease Control -
Head Start 6,500.000| | Federal Comection System - Health Program 15,664,618
Chemical Dependency Treatment Fund 129,012,000 | Federal Block Grants 65325000
Crime Victims Reparation Fund 753432| | Head Start 17,600,000
Public Health Activities 68372,000| | Crime Victims Reparations Fund 322900
TOTAL: STATE 780,619,375| | TOTAL: FEDERAL 2454518639
PUBLIC: LOCAL (COUNTY, CTTY) *** TOTAL PUBLIC HEALTH CARE SPENDING* 3,368,330,269
Local Health Departments e e i g Lo Tem e
Medical Assistance 42,838.308 |
General Assistance Medical Care 9,357,693
Howpital Subsidies 24162286
Local Govemment Workers’ Compensation 32,250,000
Schaol-based Clinics 1,307,120
Chemical Dependency Treatment Fund 20,600348
Public Employer Insurance Plan 2676000
TOTAL: LOCAL
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Es!imules of heullh care spending

. be used to esnmate total health care spending for 1993. ln early 1“99' providers and health plans will

&

mfomvatlon about rev-

102

be given notice that beginning July 1, 1993, they’ wnll be requnrcd to maintain and report certain

: nd ex t '
g:'tis ?‘or ‘:hl;e'l‘:;tur:li Table 4: Proposed T:melme L
‘ Eshmuhon/Prqemo of Growth Trends
months of 1993 will be :
collected in early 1994. Sorine 93 > S ‘ “‘ Hl i
The data wxll'iiiclude in- pring r Bitsé:;:: estimate of health care spending for *93-93
. formation on. -revenucs, *  '90- 9] - '92'payer level data and growth trends
admlmstratlve costs, re- *  Nat'l public/private sector data on health care spending
serves, and operatmg ¢ Other state ktre'nds (for similarly situated statesy and
margins, in addition to multi-state spending data
health Plan and provider > Set prospective target rate of increase from 93 -
expenditures.and costs. Based on reducing the estimated rate of increase by 10
(see Table 4 for a more percent
detailed time frame): L
July’93-  »  Collect/submit detailed payer & provider data
" The Commnssnoner Dec *93 Due Spring 1994 .

of Health and the Com- | o045 Estimate sctual total health expenditures for 1993
missioner of Revenuc Based on actual data provided (July *93 - Dec "93}
will work together to co- = :
ordinate the collection of >  Set pl;ospgctivc target rate of increase from 94 - *95

» ased on:
reports and data through + 1993 data submitted
tax returns and,m}_‘er re- +  Nat'l public/private sector data on health care spending
ports on expcndlturcs. +  Other state trends (for similarly situated statesy and
Data will be collected in multi-state spending data
a -effective manner .

cost-etlec ‘e 5 2 Jan '94 - »  Collect/submit detailed payer and provider-level data
that respects the finan- Dec *04 Due Spring 1995
cial and administrative ;
burden of reporting re- Spring *95.  »  Estimate actual total health expenditures for 1994
quirements. Fortheim- Based on actual data provided (Jan "94 - Dec "9y
mediate fm,urc‘ the »  Calculate change in total expenditures from 93 -

»  Compare aetual to cstimate of *93 . *94 trend
Make approprinte adjustments to trend
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- Health Departmem will collect the six month data m 1993 to serve as a pilot test for full-scale data
collection effort in 1994, S :

- Compreh nslve dulu collection slrulegy

The aggregate payer data on health care spending collected under the short-term strategy clearly wiil
not capture all health care expenditures of interest. The data does not represcnt all payers and does not
~ include all forms for health care expenditures. The key components that need to be addressed in a more

* comprehensive assessment of the trends and growth of health care costs include monitoring the

following:

+ Out-of-pocket expenditures

* Charity care and bad debt

* Technology

* Research and education

¢ Construction and capital expense

Itis the intent of the Commission to outline a detailed strategy to capture and monitor these elements
of health care spending. This will be part of the ongoing workplan of the Commission in 1993. In the
interim, the Commission will be collecting provider-level and additional payer-level data beginning July
1, 1993. This data will be used to track total health expenditures in the State of Minnesota. Attention
will be given to the data collection and aggregation process to avoid any double counting. Thetwo levels
of data will be used to document revenues and expenditures and to cross check the data provided through

each method.

More detailed information will be needed for both the provider and payer groups including but not
limited to the identification of Minnesota and non-Minnesota residents and the county of residence to
be able to establish regional spending and growth targets as well. The cost of data collection will be
assumed by providers as cost of doing business. The state effort fordata collection and compilation will
require an additional appropriation.

There have also been some initial discussions about the need for more detailed information trom
payers in the form of actual claims paid and patient-level data. This option would require increased
information system capabilities including electronic interchange. of data.  These discussions are
preliminary at this stage, but this level of data would facilitate the detailed documentation of health
expenditures. ’ '

Growth trends

In the spring of 1993, the Commission will use the growth rate established for 1990 to 1991, and
additional information on 1992 spending, to estimate the growth in spending from 1993 to 1994 that is
likely to occur without astatewide cost containment strategy. The estimates of total spending and growth

KN
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for 1993 to 1994 will be based on data on health expendntures submltted by the payer groups for 1940,
1991 and 1992 national and public sector data on health care spending and trend estimates: and other
state estimates of health care spending trends for: smxlarly situated states when appropriate. The
Commission .:\Wl“ use this information to make recommendations to the Commissioner of Health
regarding a re listic limit on the 1993-1994 growth rate. “The Commlssloncr will then establish and
imit. Growth estimates and limits on increases may be retroactively adjusted if national data

enforce the lir
and other information demonstrates that the original projection was inaccurate.

Yeur-io-yeu'r variations

annual trends. This is true whether lookmg, at the trends for prlvate insurance or publu, programs and
whether loo ing attreads i in actual expenditures or prices. Figures 3 and 4 illustrate the variation in the
trend in both health care expenditures and prices. Figure 3 shows the annual trend in national personal
health care expenditures as measured by the HCFA’s national health expenditure accounts. (Levit et al
1991) This trend includes both public and private spending. Figure 4 shows the irend in the medical
component of the Consumer Price Index for the Minneapolis/St. Paul metropolitan area compared to ail
other U.S. urban areas. It

should be noted thatthe Con-

sumer Price Index isaprice  Figure 3: Annual Percent Growth in National

index and does notadjust for Health Care Expenditures - Personal Care
changes in utilization. Both 1985-1991
indi angeo fVaTi- Ssorce: Heahh Core Financing Minbrredon, Offe af o Ackoney: S o he Othce of ol Healt, St

ationin annual trend from 4-
20 percent chan ge per year.

Percentage

18
16 |

The majorconcem raised
by the Cost Trends and Mea-
surement Committee was
whether a two or threc year t4
trend linc to set Timits on the 12 |
growth inhealth care expen- 10
ditures would_.vbe more fea- 81 ,

;’,ff fg;“i;h; e"; ‘;:;;‘i’;'l':{ ‘f %1985 1986 1987 1988 1989 1990 1991
pendituresand prices. A key Year

question is how to meet the Public Private
goals of cost cuntainment e
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-and. demonstrate Flgure 4: Consumer Pm Index Medical Care Component
- that those go Minneapolis/St. Paul and the U.S. City Average

h’a've heen met 1 Sovtcr: U5 Deparsaat ofLabe, umduhuhm 1
‘way that recog-
‘nizesandaccounts -~ Percentage
fortheyeartoycar = 4 —— :
fluctuations that o[ .. ... . @ ... .... e

areendemictothe 45 [~ N e e e

industry. Moni- R A ®. , ‘ 1 '
toring of annual R " e ST
expenditures and - TR '
‘targets are re-
‘quired with 1ppro-' '
priate adjustments
to account for uti-
lization effects :
with the possibility of using of a two to three year trend line or some type of average annual trend over
time to set and enforce limits.

Minneapolis/St. ‘P:z(iul ,' ) US Cfty Average

e

Cosls of reseurch

The Comm1 ssion and the Health Planning Advisory Commlttce devoted asignificantamountof time
to discussing how the costs of research should be counted when measuring total spending on health care
. and how spending limits affect research. Spending hmxts should be applied in a way thu. does not
discourage research. At the same time, providers and health plan ‘not be able to circumvent or
negate spendmg limits by: charactenzmg health care servwes as 'rchlj The challenge facing the
- Commission is how to delmeate research from p'ment care ina way 1ate courages appropnatc research
withoutcreatingloopholes thatcould decrease the eff ectiveness ofs spending limits. Inthe coming months
the Commission will complete the process of defining the' types’ of research that will be exempt from
spending limits and will make recommendations to the Leglslature and the Governor. The Commission
will moniter the xmplemcntatlon of the exemption and make future recommendanom as needed.

Border ureu ‘data and implementation issues

~ The !eg,sslauc.. calls for control ne v spendiag for Minnesota restdems Data on health care spending
will be collected for Minnesota res” . s only. Data on costs for services provided by out-of-state
providers for Minnesota residents will be collected from health plans. The Comnussion also intends to
work with the border arca providers to collect data on spending for Minnesota residents. The

s
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Commission recognizes the importance of border providers for certain geographic areas and will
continue to refine the strategy for monitoring costs and implementing cost containment strategies in
border communities.

DETERMINATION OF ACCOUNTABILITY FOR CONTAINING COSTS
Overall strategy

A key component of the cost containment plan is to be able to set and enforce spending limits and

enforce compliance with those limits for both the Integrated Service Networks and those in the regulated
system. Several components have been outlined to help define the methods for ensuring the
accountability of Integrated Service Networks. The following components address issues related 1o the
measurement and data collection needs to assure accountability.

L 4

Measurement of Minnesota health care expenditures should include traditional components of

actuarial trends including but not limited to the following:

L 4

.

Administrative costs

Actual payments to providers
Utilization of services
Intensity of services

Mix of services

Risk selection

Technology factors

Cost shifts

Comparative data will also be collected to track Minnesota trends against other benchnuark

indicators. Such indicators include but are not limited to the following:

Medical component of the Consumer Price Index (CPI)

Medical care component of the Gross Domestic Product (GDP)

Specialized data maintained by research organizations (University of Mintesota, Lewm JCH
Other national data (HCFA actuary) '

Data from private actuarial firms

¢ The projections of the annual growth in health care expenditures will be based on Minnesota health
care expenditure database and comparable databases and trend projections.

¢ The trend projections will recognize both a public and private sector trend estimate in the health care
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* The projections of trend in health care spending will be analyzed in subsequent time periods and
appropnate adjustments will be made between actual and forecasted expenditures. Such adjustments
will be based on the following: '

+ Expenditures controlled by Minnesota public policy decisions: e.g. technology
controls, controls on capital expenditures, benefit requirements, standards of care, etc.

» Expenditures not within the control of Minnesota policy (or provider) decision
makers: e.g., cost shifts from the federal government or organizations exempt under
ERISA from Minnesota regulations, population shifts and aging;, extreme economic
conditions; epidemics; change in Medicare reimbursement policies, etc.

* Multi-state and national projections on health care spending.

¢ Efforts to establish and project the trends in health care spending in the State of Minnesota should
be coordinated with efforts to document and monitor the savings attributable to the recommended
initiatives:

» ISN specific accountability goals

* Regulation of the non-ISN service delivery system

* Population health goals such as improved birth outcomes, reduced traumatic brain injury,
reduced tobacco use, etc..

Summary

The data and information required to document and monitor health care spending for the purposes
of establishing and enforcing limits are currently unavailable. The work of the Commission in this area
has been to determine the level of data that exists, the level of data that is needed, and the feasibility of
collecting this data in a timely and useful forinat, and to develop a strategy to achieve the data objectives
in a cost-efficient manner. The data will not be available in the required format for several years. Itis
the intent of the Commission to continue to refine its data collection plan to be able to establish and
enforce limits on the growth in health care spending as set forth by the 1992 HealthRight Act.

NOTES:
Famities USA Foundation. “Emergency! Rising costs i America.”™ Lewin/ICF, Washington, ID.C. October 1990,
Families USA Foundation. “Health spending: the growing threat to the family budget.” Lewi/ICF, Washiington, D.C. Dovember 1991

§.evit, Katherine R, Personal heaith cue expenditures, by state: 19966-82." Health Care Financing JReview, Sumtier 1985 64 1-
49,

Vevit, Katherine R Helen O Luzenby, Cathy A Cowan und Suzanne W, Letsch. “National health expenditiac-, 19907 Health Cary
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Financing Review. Fall 1991, 13 (1) 29-54.

Soanefeld, Sally T., Daniel R. Waldo, JefTrey A. Lemicux and David R. McKusick. “Projections ofnatiunal health expenditures through

the year 2000.” Health Care Finagcing Review. Fall 1991, 13(1) 1-54.
-UL.S. Congressional Budget Office, “Projections of national health expenditures.” Washington, D.C., October 1992.

Uuivexsny of Minnesota, Division of Health Services Research and Policy. “Health care expenditures in Minnesota 1985 - 19837 June
1987.

108

€E B



CHAPTER THREE:

Rural Health Care

109



Rurul Health Care

The cost containment plan is designed to be effective in
every region of the state and strategies will be tailored to
the special needs and conditions in rural areas.

ission recognizes the significant issues and conccms affecting rural Minnesota. Major
tiatives were enacted by the 1992 HealthRight Act. These include programs to increase
the number of medical school graduates who practice primary care in rural areas, loan forgiveness
programs fo' rural pmctmoners financial assistance and transition grants for rural hospitals, programs
ral community health clinics which will make greater use of mid-level practitioners, a
personnel database for rural anesotzi the creation of an Office of Rural Health 1o
ements in the rural health care system -and other initiatives. These programs will
significantly enhance the quality and access:blhty ealth care in rural areas. The Commission will
work closely with the Office of Rural Health and the Rural Health Advisory Committee to see that the
programs are successfully implemented and to monitor their effectiveness.

The first responsibility assigned to the Commission by the 1992 HealthRight Act was the
development of a cost containment plan. Geographic access, provider recruitment and retention,
physician and provider support, and other issues that relate only indirectly to the cost containment plan
areof significantimportance to rural areas and have come up repeatedly during Commission discussions.
The Commission intends to devote a significant amount of time to these and other rural health issues in
1993 after the cost containment plan has been submitted to the Legislature and the Governor. Some of
thespecificissues to be addressed include the role of medical schools in increasing the number of primary
care graduates who practice in rural areas, the use of mid-level practitioners such as nurse practitioners
and physician assistants, and strategies for recruiting, supporting, and retaining rural providers.

The rural health issues that are most directly related to the Commission’s cost containment plan are
discussed in Chapter One in the section entitled "Impact on Rural Areas."

Health se"rvivices personnel database

During the past year the Office of Rural Health has been reviewing the need for and the sources of
health services personnel data, These data are currently needed to aid in the designation and updates of
Health Professional Shortage Areas (primary medical care HPSAs and dental HPSAs) and medically
underserved areas/populations (MUAs/MUPs). The Primary Care Cooperative Agreement, which is
described in detail later in this chapter, also requires these data for a county-based primary care plan.
Future plans include using these data within physician recruitment and retention efforts in keeping with
the mandate fromthe 1992 HealthRight Act, Chapter 549, Article 5, section 9(5) that the Office of Rural
Health maintain a database on health care personnel. Additionally, other programs within the Minnesota
Department of Health and other agencies and associations need data on health services personnel.
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Data wﬂl be collected on the following health care protessnons (hsted in the order of priority of need
for data): physncxans (MDs and DOs), dentists, physncmn asswtants nurse practmoners nurses, ph} swal

 physician assistants, physucal therapists, and resp:ratory care theraplsts have been designed. The Office
of Rural Healt!\ began meeting with the respective boards tocreate thedah forms for the other professions

cian hcense renewal forms were sent out wnth mallmgs begmnmg in April. It will take
the mfoxmatlon to be collected from physnuans because renewals are based on the

: The following have been identified as the minimum requlred"data elements relating to physicians:
’-hcense numbet; physician name, birth date, practxce address including additional addresses if the
physician préctxées at more than one site, practice status (e.g. number of hours related to seeing patients
ateach locatnon) primary, secondary and tertiary specialty, professional activity status (e.g., hospital or
office-based’ dn‘ect patxent care or other, such as teaching or retired), obstetrics and pediatrics practice
‘status, and status as an ambulance service medical ‘director. The State Board of Medical Practice
currently collects the first three data items.

The data e___lcments required for the other health care professions, including physicians assistants,
physical therapists and respiratory care practitioners have also been identified. These data items are
similar to the physician data items, with allowances for profession specific differences.

" The Office of Rural Health has researched the various sources of physician data including the Area
Resource File (ARF) from the American Medical Association (AMA), member data collected by the
Minnesota Medical Association (MMA), data collected by the Department of Human Services (DHS),
data currently. collected through the licensing process, managed care plan provider lists and data
currently collected for the Primary Care Cooperative Agreement.

= anensmé board data, Medicaid provider data, and Department of Human Services survey responses,

e plus the data collccted forthe Primary Care Cooperative Agreement, will help the Office of Rural Health

meet some of its short-term goals. However, these data do not fulfill requirements totally, nor is the
method a rehable, predictable ongoing process.

- The Ofﬁce‘of Rural Health, as directed by the Legislature, will create and maintain health personnel
data at the state level. The effort will be ongoing and will not rely on a federal program or other agency.
Collecting the data in cooperation with the boards through the licensing/registration process is similar
to efforts in other states. The Office will continue the process begun with the Board of Medical Practice
to revise renewal forms for dentists, nurses and occupational therapists.
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: :.’ﬁ.:Prvimury c'a*ré Cooperative Agreement

: The anary Care Cooperative Agreement (PCCA) program consxsts of a joint agreemnent between
the U.S. Department of Health and Human Services, the anesota Department of Health, and the
anesota Primary Care Assocmxon (an association of fi ve federally funded commumty hcalth centers

‘socmdemogi'a ic mdlcators Thcse data are being used to 1dent|fy target populatlons in each county.
‘These data will also be used to provide technical assnstance to underserved areas in applying for federal

| , HPSA and MUA/MUP designations.

" Under contract with the Minnesota Department of Health through the PCCA, the Minnesota Primary
Care Association is conducting informational workshops regarding the Federally Qualified Health
Center Program and Rural Health certification. The workshops will address eligibility requirements and
steps necessary to qualify for these programs, which allow primary care providers in underserved areas
to obtain cost-vbased Medicare and Medicaid reimbursement.

In cooperatlon with Primary Care Association staff the Office of Rural Health has completed work
on the data and narrative requirements of the 1993 PCCA plan and has written the 1994 plan. In February,
1993 the Office of Rural Health filled the vacant staff position to coordinate the PCCA. This will enable
Office of Rural Health to become more involved in other activities of the plan and include other programs
such as Commumty Health Services and Maternal and Child Health

Cleurmghouse

. The Ofﬁc'e‘of Rural Health has begun planning for the establishment ofaclearinghouse for collecting
‘and disseminating information on rural health care issues, research findings relating to rural health care
-andinnovative approaches to the delivery of health care in rural areas. Thisis one of theactivitiesrequired
by the Federal Office of Rural Health Policy Grant and by the 1992 HealthRight Act. The goal of the
Office is to become established as a timely and responsive resource for rural health information.

This will most likely be accomplished by developing a system that balances information stored on-
site with information that can be obtained through electronic means from other sources. For example,
through the Minnesota Department of Health library, the Office of Rural Health has access to the
databases of Dialog, BRS, Medlars, and Data Times. The Office can obtain materials from medical,
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_university an state agency hbranes in Minnesota and nexghbonng ates and from libraries across the
:natxon through he mtcrhbrary loan program.

- The Ofﬁc" “can also use as a resource the Rural Informatlon Center Health Service (RICHS)
: admmxsteredby the National Agricultural Library, USDA, Offices of Rural Health in other states, Rural
. Health Research Centers and other researchers at the Umversntyvof .anesota.

: '~‘3~The cleann house wxll be avanlable for mformatlon inquiries by the end of the first quarter of 1993.

| 'g»Reseurch pro|e¢|s

- The Ofﬁce f Rural Health has completed two studies for the Leglslature as mandated by the 1992
healtthghtAct Obstetrical (OB) Care Access Study and Midlevel Practitioner Reimbursement Study.
Office of Rural Health contracted with the University of Minnesota, Institute for Health Services

“Research, to conduct the studies.

Obstetrical (OB) Care Access Study. The purpose of this study was to examine the number of
physicians dlscontmumg OB care in recent years, the effects of high malpractice costs and low
government rexmbursement and to identify areas of the state where OB access is most affected. The
Commissioner i is directed to recommend ways to reduce liability costs and encourage physicians to
“continue to provnde OB services. Rural family phys:cxans who are not doing OB are being surveyed to
determine the reasons they do not provide OB services. Secondary data sources, such as birth data,
hospital data, and physician/population data will be used to identify areas of state where OB access is

~aproblem. Th‘é’study also reviewed the literature for information on policy options and actions taken
by other states to address OB access problems, and develep recommendations regarding the availability

of OB servxces

Mid-level Pra_ctitioner Reimbursement Study. The purpose of this study is to evaluate the impact

‘of current reimbursement provisions for midlevel practitioners (MLPs) on their use in rural practice

settings. MLPs include nurse practitioners, certified nurse midwives, physician assistants, and certified

- registered nurse anesthetists. The study examines reimbursement from state and federal programs, and

‘private sector health plans. As directed under the 1992 HealthRight Act, the Commissioner will report

findings and recommendations based on this study to the Legislature. The study (1) reviewed literature

- toidentify reimbursement problems and states’ approaches to encourage use of MLPs in rural areas; (2)

. reviewed Medicare, Minnesota Medicaid, and health insurance plan payment policies; (3) conducted

interviews with MLPs, physicians, clinic administrators, and insurers; and (4) developed policy
recommendations regarding the reimbursement of MLPs.
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Federal Offue of Rural Health Pohzy Grunt

agreement fundmg and responsrbxhtles the Office also has a grant through the federal Office of Rural

- HealthPolicy. The federal grantisa three year grant program anesota isinthe second yearof funding,

and has requested to carry over funds from the first year, whrch were not expended because the Office
was not yet established. : o

The purpose of the grant program is to improve hea]th carein rural areas by making grants to states
: 'to support theoperation of state offices of rural health. To recewe the grant, Office of Rural Healthagreed
“to carry out the followmg three objectives: -

* Reviewing and cpordinating rural health de'fivities to ‘é:vdi'd duplication of activities (this is
alsd'required of Office of Rural Health by the 1992 HealthRight Act);

. Developmg a public-private partnership with the Center for Rural Health to consolidate
recrurtment and retention efforts for rural providers;

. Workmg with primary care specialty groups to promote primary care specialties to residents;

* Attending meetings around the state to discuss Office of Rural Health and rural health
activities, or rural health activities; and

« Pu ishing a quarterly newsletter to disseminate information relating to rural health.

(2) Establish and maintain a rural health information clearmghouse The clearinghouse and the
data collected are dlscusscd earlier in this chapter.

(3) Provide technical assistance on state and l'eder'al rural health programs to public and
private non-prof‘ it entities. The Office of Rural Health is providing technical assistance on
federal programs for designating shortage areas for primary medical care, including the Health
Professional Shortage Area (HPSA) and Medically Underserved Area (MUA) programs. The
Office is also providing technical assistance on the Rural Health Clinic (RHC) and Federally
Qualified Health Center (FQHC) programs, which are federal programs for providing clinics
with cost-based reimbursement for Medicare and Medicaid, and the National Health Services
Corps, which provides loan repayment for physicians and other health professionals.
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Through e'federally funded Primary Care Coopemtwe Agreement the Off ice of Rural Healxh is

+ practice feasibility analysis
+ medical records analysis
. s@ﬁcdu]mg and patient flow analysis

“The program‘ must: include a local match requirement for state dollars received: require local
~ :communities. to- operate and own their community’s health care program (through nonprofit boards
- comprised cal residents); encourage the use of mid-level practitioners; and incorporate a quality
~ ‘assurances y that provides regular evaluation of clinical perf‘ormance and peer review comparison

for rural practices. An’ advxsory panel will be estabhshed

Meduul !du,m'hon '

. The Commnssron recognizes the importantrole medlcal educat:on playsinthe health care systemand

" the significant potential the medical education system possesses for contributing to cost containment
efforts In pamcular medical education programs must undergo changes in order to produce more
‘pnmary care. graduates and graduates who will practice in rural areas. Significantinitiatives in this area
were enacted in the 1992 HealthRight Act. The Commission supports these initiatives and will continue
to monitor their implementation.
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Clmncs for students in internal medlcme and pedlatncs mcreased opportunities for
lchmcs forgeneral medncme pedmtncs and famllypracnceresudents arural residency

| ,_ouli forg‘f eness progrums

The 1992 HealthRi ght Actalso provides for loan forglveness programs for health care students who

' agree to prachce in rural areas. The physician loan forgiveness program will repay one year of medical

~+"school tuition, up to $10,000, for each year of practxce in a rural area after graduation. The physician

- ~canqualify forno more than four years of loan repayment. Medical students can alsoeamn loan repayment

money by replacmg a rural physician for up to four weeks dunng any year. This will allow rural
physlclans time away from their practice for vacation or contmumg education.

' The mid- level practitioner loan forgiveness program will perrmt nurse practitioners, nurse-
midwives, nursc anesthetists, advanced clinical nurse specialists, or physician assistants to qualify for
school loan repayment in exchange for an agreement to pracuce at lcast two of their first four years of

o practlcc in a rural settmg
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f'f:f{?'l'niiedutlion\

: -(2) Access to providers
(3) Ethmc'and cultural bamers

| "ZrmANcm BARRIERS

The increasing number of persons who cannot afford health coverage isdirectly related to escalating
health- care costs. - Successful cost containment will place health coverage within the reach of more
: anesotans and prevent further increases in the number of uninsured persons and families. Not only
wﬂl cost containment make health care more affordable generally, it will also enable the state to continue
to provnde and expand health care programs for low-in ome and uninsured persons.

~ The cost of health care coverage is one of the most promm t reasons for being uninsured or
'undennsured yet Minnesota has one of the lowest rates of uninsured persons in the nation. A reportto
the Health Care Access Commission in October of 1990, identified that at any given time, 6.5 percent
~_of all Minnesota residents are uninsured (279,925 persons). Also, 8.6 percent of the population was
~uninsured at least one month out of the last year (370,363). These findings were the result of a telephone
survey consisting of randomly selected individuals residing in randomly selected households. A total

of 10.310 interviews were completed.

_Th'e' 1991 Behavioral Risk Survey conducted by th'e'Minnesota‘ Depanment of Health finds that 9.3
percent of all adults surveyed did not have a health care plan, (Persons under age 18 were not asked to
respond to the survey.) This is the finding of an annual telephone survey consisting of interviews with
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173,500 individuals. (While the survey focuses on self-reported health status information, the survey does
L ask numerous quesnons on access to health care coverage.)

_ _f’anesota s low rate of uninsured persons is due in part to some of the existing state health care
~ programs. These include such programs as Medical Assistance and General Assistance Medical Care

“which are designed for low-income persons, and the Minnesota Comprehensive Health Association for
- _persons denied health coverage because of their health condition or history.

Exisﬁh‘g state programs

Medical Assistance (MA) is Minnesota’s name for the federal medical program authorized under
Title XIX of the Social Security Act. Itis a health care coverage program for pregnant women, families
with children, aged, blind, and disabled persons whose financial situation is such that the families are
~notableto pay-,for necessary health care. County human services agencies determine eligibility for MA
' based on varymg income and asset limitations set by the Leglslature

o The program is optxonal for states, with the fiscal respon51blhty shared between the federal and state

governments.' Minnesota receives approximately 54 cents from the federal government for every dollar
spent on MA. ‘Under current eligibility rules for MA and for MinnesotaCare, families often have
members enrolled in both programs.

v The average number of persons served by the Medical Assistance program each month has grown
~ from 278,261 in state fiscal year 1988 to the 402,623 projected for state fiscal year 1993. The greatest
_ rate of growth in the number of persons served has been in the coverage of families and children who
* do notreceive any public assistance grants. This group has more than doubled since 1988 when 30,277
children and their families were served to 85,828 in fiscal year 1993. The numberexpected to be served
in fiscal year 1995 rises to 104,080. The increase in medical coverage for this group of families is
attributed to a series of eligibility changes designed to be more inclusive of low-income families and
children by expanding the income standards and eliminating the assettests for families notreceiving cash
assistance. These changes were part of a deliberate effort at the state and local level to break the tie
between access to medical programs and the traditional welfare grant system.

‘ General Assistance Medical Care (GAMC) is a program similar to MA; GAMC, however, is funded

. solelyby thesiate. Recipients of GAMC are typically either General Assistancerecipicatsorlow-income
- individuals who do not meet the categorical requirements of MA. These are adults from ages 21 to 65
- whoare not disabled and are not caring for children in a family where one parent is absent, incapacitated
orunemployed. County human service agencies determine GAMC eligibility based on income and asset
~limitations set by the Legislature. In addition, the Legislature determines the scope ot covered GAMC
services and the reimbursement rates for those services. A plan which discusses issues regarding this state
program for adults and MinnesotaCare is due in January 1994.
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i The Minnesota Comprehensxve Health Assocnatnon' (MCHA) is the country’s oldest and largest high
fnsk insurance pool Itis funded through a combmatnon'” f premiums paid by enrollees and assessments
:pald byi msurance companiesand HMOs. Enrollmentin MCHA istather liberal in thatany person who
“has been denied coverage or whose coverage becomes fi nancmlly prohlbmve due to a prior medical

*condition or whose group plan has becn tenmmted for such reasons as bankruptcy are eligible to enroll.

up to age eight but was then expandedto ch:ldren upto agc' 18. Ehg1bxhty isalso limited to those children
in families with incomes at 185 percei.c or less of fedci’a poverty guidelines. Services covered include
outpatient physician services, dental care, vision care, eyeglasses, emergency room care, outpatient
surgery, laboratory and x-ray services, immunizations, home care services and prescription drugs. The
plan does not cover inpatient hospital care.

Families are required to pay $25 per child per year,yiufi to a maximum of $125 per family. There are
no copayments or deductibles for services provided.

MinnesotaCare Program

Increasing access to the uninsured was a fundamental goal of the 1992 HealthRight Act. The
MinnesotaCare Program, (an expansion of CHP) targets -income working Minnesotans who find the
cost of health care coverage prohibitive or whose emplo er does not provxde health care coverage. The
MinnesotaCare program provides coverage for primary preventwe services, and beginning in July,
1993, it will cover inpatient services up to $10,000 for those not spendmg down to medical assistance.

- Initially, the ineligible siblings and parents ofchlldren enrolled in the CHP with incomes up to 185
'percent of the federal poverty guidelines were eligible’ to enroll in the MinnesotaCare Program. In
January 1993 children and their parents whose family income is not more than 275 percent of federal
poverty guidelines started to enroll. Finally, in July 1994, families without dependent children and
individuals whose income does not exceed 275 percent of federal poverty guidelines will be eligible to
enroll. .
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' The premitifﬁforthis program is split between the state and the enrollees based on an income-based

f eanesotaCare Program willbe conducted Specxf' cally, the evaluatlon willidentify
mto the program and who i is not and why It wxll also try to identify the correlanon

nearly 36,000 mdnvvxduals are covered. 'I'he Commissioner of the Depanment of Human Servu.es is
authorized to evaluate the enrollment process and the benefit package to ensure that the cost of the
.program for both_the families enrolling and the state remains within the projected estimates.

- Publicity regarding the Children's Health Plan and subsequently, the MinnesotaCare program, has
found uninsured orunderinsured people who were eligible for federal funding of their health care through
the Medical Assistance program, The Department of Human Services estimatesthat 3,000 of the families
and children in fiscal year 1993 and approximately 10,000 of the total eligible in fiscal year 1995 will
be eligible for Medical Assistance simpiy because of the effect of MinnesotaCare outreach.

Insurance reform

There were numerous insurance reform provisions enacted in the 1992 HealthRight Act that were
desxgned to increase access to health care coverage. Those refonns focused on the small group and
mdw:dual msurancc markets.

'Small Group Reform

The small group reforms are intended to increase the number of employers with 2-29 employees who
offer health care coverage to their employees. An employer survey conducted for the Minnesota Health
Care Access Commission found that most Minnesota employers who have 5 or more employees offer
health insurance. Ninety percent of the employers with 30 - 49 employees offer coverage, while only
33 percent of the employers with 1 - 4 full-time employees offer health insurance. These results were
based on a survey of 1,125 employers in Minnesota.

The same survey found that the high cost of health insurance is the primary reason why employers
do not offer health care benefits. There is a direct relationship between mandated benefits and the cost
.of coverage. Minnesota statutes contain more than 30 mandates for coverage of certain treatments and

_providers.
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7 In an effort to address the cost of coverage, two benel‘ t packages were designed that do not include
all of anesota 'S mandated benefits, but still emphasize primary and preventive care. Hopefully, these
,, efits packages will cost less than coverage currently avarlable making coverage more
":‘-accessrble to th ( mall employer ' »

number of ¢ ther provrsxons will have an impact on the small employer market. The guaranteed
ssuance provision will allow employers who have had diffi culty in- obtammg health care coverage
: ater access with less restrictive coverage. The guaranteed renewablhty provision will ensure that
-'fthose' employers who do purchase health care coverage wrll be able to mamtam that coverage without

~ Rate bands will be imposed on both the small group market and the individual market. This will help
to stabilize premiums and provide for less discrepancy between similarly comprised and covered groups
and individuals. This should have a positive impact on affordability of health care coverage for
employers and individuals,

I:ndi'vidvual ﬁ_lhrket Reform

- . The individual market reforms will increase the number of individuals who have continued access

to health care coverage Specifically, the portability of coverage provrsxon requires thathealth plans offer

: mdnvrdual coverage ‘'without underwriting to a person previously covered under a group plan who has

'nothad alapsein coverage formore than 30 days. This will resultin fewerrestncuons of coverage placed

onindividuals who, for example, decide to seek different employment or make other life decisions. Pre-

v exrstmg conditions limitations and exclusions will be limited and underwntmg restrictions will be
'prohlblted $O long as coverage is continuous.

[y ;Rate bands similar to those in the small employer market will be imposed on the individual market.
Inaddition, a loss ratio of 65 percent will be required so as to direct more of the premium dollar toward
health care services rather than administrative services.

Purchasing Pools

The availability of purchasing pools will also impact the number of employers who offer health care
coverage for their employees. Currently, the Department of Employee Relations administers the Public
Employees Insurance Plan (PEIP). Todate, PEIP hasmore than 5,000 individuals covered. Leveraging
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b lacked insurance- noted costs as the major factor influencing their decns:on

Inan effort to encourage those familiesand similarly situated sélf-employed individuals and families
- to continueto purchase health care coverage, the state tax laws were amended, beginniny intax year 1994,
“to allow a 100 percent deduction for the cost of health care coverage. This new tax law will not only

affect the farming community, but it will also have a positive impact on the remaining self-employed

population,

v' PROVIDER AVAIlABIlI'I’Y

Supply of providers

hile U. S populatlon increased by only 31 percent Desplte the overall increase, however,
rural areas have fewer than one-half as many physicians providing patient care as urban areas. In the
castpopula e countles (those with fewer than 10,000 residents) thereare only 48 physncuans for 100,000
,peoplc --aboutone physncnan forevery 2,000 residents. An madequatesupplyof primary care physicians
- and midlevel practitioners is a barrier to the availability of health care services in rural areas and certain
' ~urban areas, and'me'dlcal costs may be increased because of this in the following ways:

' More costly emergency room visits. Withouta nearby primary care physician, Minnesotans are more
_likely to visit emergency rooms when they have a medical problem. Previous research has demonstrated

" thatpeopie without a regular source of medical care are more likely to use emergency rooms. E mergency
‘_i‘,'[rooms are a vastly more expensive location of care than physicians’ offices.

More costly delays in receiving needed care. When health care is not accessible, more Minnesotans
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h care. anary care providers provide the most cost effective treatment of primary
lems. If pnmary care providers are not availabie to coordinate patient care, rural
jith insurance will seek more expensive care from non-primary care specialists. When
re is cssentlal and cost effective from specialists other than primary care. If such
used to prov:de routme primary care, however, treatment costs are significantly higher.

spec:ahsts

" Provider wullmgness to serve patients: reimbursement

Another financial bamer is the limitation or exclusion of any appropriate health service because of
. reimbursement issues. There are basically two types of financial barriers:

D Pro‘v_,\,der refusals to accept patients because they are uninsured or. their coverage is through a
government program such as Medicare or Medical Assistance; and

2) Financial barriers that happen when revenues do not cover costs or generate a reasonable income
to allow the retention and/or recruitment of health care providers to a problem area. This may
result in a reduction or elimination of the services of that provider.

i Factors which may contribute to provider financial barriers include high percentages of Medicaid
. and Medicafé’reimbursed patients (reimbursementrates are historically low), high percentages of charity
e 'care, expen: ve technology, low utilization, competition for similar services in low population service
" areas, and high personnel and administrative costs. In areas where there .; a rapidly rising percentage

of Medicare, Medicaid and Minnesota Care eligibles, prowders may not have enough patients compen-
rket rates to recover the losses suffered by seeing Medicare, Medicaid and MinnesotaCare
enrollees. ::Some providers refuse to take any more patients who are Medicare, MinnesotaCare or
\ edxcald ehglble because their practices need the reimbursement from private payers to remain viable.

: -The 1992 ‘HealthRight‘Act recognized the broad effects of this type of cost shifting from the public
o the private sector and provided for increased reimbursement for physicians and other primary care
“providers in the Medical Assistance program. Atthe national level the Medicare program is readjusting
.+ feesto enhanCe reimbursement for office visits and decreasing the fees for procedural type care such as
" surgery. In combmanon with the new statewide payment structure under Medicare, the reimbursement
system under these public programs is fairer than it was before Minnesota’s initiative in health refonm.
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;GEOGRAPHIC ACCESS

= ,-Geographlc access may be defined as an absence of the appropnatc health care services within a
“reasonable travel distance. The services may include facilities, medical personnel or technology.

: leffercnttypes ofhealth careserviceshavedifferent standards for geographic availability. A widelyused
- standard for the travel time is 30 minutes to “primary care services”. Another commonly used standard
“for geographic access is not more than 60 minutes to most "specialty care."

Prim&tyycure needs

" There are at least five different guidelines as to how many primary care providers are needed to take
: ','carj'e of 100,000 population and they range from 28.6 for the Health Professional Shortage areas to 74.5
“for the Graduate Medical Education National Advisory Committee to 91.9 for the Bureau of Health

. Professionsto44.5 and 59.6 for HMOs. The National Health Service Corpsuses a population to physician
“ratio of 3,500: 1 for its designation as a Health Professional Shortage Area. Designation as a Medically
Underserved Area is determined according to federal criteria by some consideration of the infant

mortality rate, the population poverty level and the size of the elderly population. From the state

perspective, federal criteria often seem inflexible and not adaptable to relevant local conditions.

" TheU.S. Department of Health and Human Services, Health Resources and Services Administration,
Bureau of Health Professions defines primary care services as first contact care for persons with any
“undiagnosed sign, symptom, or health concern. Other definitions may include: comprehensive care for
_the person which is not organ or problem specific; longitudinal or continuous care for the patient; and
_responsibility for coordinating other health services as they relate to the patient’s care.

| 'I'runsp“onution needs

":El ghty-seven percent of Minnesota medical physicians practice in urban areas which encompass less

“than 20 percent of the state’s land area and approximately 2/3 of the state’s population. Additionally,

- over 70 percentof Minnesota’s licensed hospital beds are in theurban areas. Yet, transportation problems

‘~’may result in significant travel time in both urban and rural areas for certain , pulations. While there
is no urban area that is greater than 30 minutes from primary care services or greater than 60 minutes
from most specialty care, many lack the means of transportation needed to use these services.

" Transportation problems may be the result of financial constraints or special needs that people have,
for example loss of sight, or another health condition which prevents their driving. Transportation as
a barrier to health care in the rural areas is much more pronounced because of the increased distances
and the fact that public transportation systems are almost non-existent.

Thirteen percent of Minnesota medical physicians practice in ruralareas whichenco:  passmore than
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percent of the state’s land area and approximately 1/3 of the state’s population. According to the
merican Med:cal Association, in 1989 there were 1,235 physxcmns practicing in rural Minnesota.
pproxtmately 65 percent (or 834) are considered primary care medxcal physicians. This means that
utsnde the metropohtan areas, there is approximately one pnmary care mcdlcal physician forevery 78

Rural residents are characterized by relatively low mortality but relatwely high rates of chronic
‘disease. Twonotablcexceptlonstothemonahtyratesexlst mfantmortahty and injury related mortality.
77'The infant mortahty rate in Minnesota is 8.0 deaths among persons younger than one year per 1,000 live
Eblrths The range, by county, is from 0 in Rock and Wilkin Counties to 18.5 in Clearwater County. All
‘ countles with infantmortality rates higher than 10.5 from 1986-1990 were rural counties. Two potential
contributors to the relatively poorer health of rural mothers and infants are the limited availability of
obstctnc provnder‘s‘and access to specialized care for women wuth dtff’ cult pregnancies and deliveries.

, The fourth leadmg, cause of death in Minnesota is ummemlonal injury with an overall five year rate
of34.5 per 100,000 population for 1986-1990. Rates range from a low of 16.5 in Stevens County to a
high of 92.1 in Cook County. All counties with rates higher than 46 were rural counties.

OTHER BARRIERS

Evenifall fi hancial and provider supply issues were resolved, some people would still not have full
access to zppropriate health services. Minnesota’s health care system will have to reflect the increasing
dlversny ofour population by tailoring services, health education and dehvery systems to meet the needs
of various populatmn groups. Access needs in this sense may require solutions as different as havmg
_longer clinic hours for working families who cannot take time off work for well child visits, walk-in
“clinics for urgent care needs, transportation and child care assistance for low-income persons so that
'appomtments are kept, foreign language interpreters, physically accessible buildings and providers who
are knowledgeable and sensitive to cultural preferences and alternative practice styles.

-Mihﬁcsota chanécd ethnically from 1980 -1990 in the following ways:

‘the White population increased by 4.9%

the Black population increased 78%

the Native American population increased 42.5%

the Asian population increased 193.5% and

persons of any race who are of Hispanic origin increased by 67.7%.

L * o L JOER

Because the entire non-white population in Minnesota in 1980 was only 3.4 percent, this dramatic
rate of increase among ethnic minorities results in a 1990 total ~fa 5.6 percent minority population. In
some communities, however, such as Willmar, Worthington, and Moorhead, the population changes
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The outstandmg issues relatmg to access are varied. The Commission will be addressing these issues
and others related to access in much greater detail in the upcoming months.
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O’l‘:“'iedivesu‘

by which hea]th care quality will be monitored,
ogram, and to identify the methods through
will actxycly contribute to the goals of the

~ Thepurpose of this chapter is to identify the methi
maintained and enhanced under the cost containme
_which the use of quahty data in the health care marketplace
: cost contamment'program

' _The key objeCtive with respect to quality in the cost €ontainment program is to promote the angoing
improvement of the quality of health care provided i esota. This will be accomplished through
the use of standard measures of health care qualit the development and refinement of health
services by health plans and providers, and in the evaluation and purchasing of health services by health
plans, group purchasers and consumers. In addition portant to emphasize that the systematic use
 of standardized health care quality data by health care dersand Integrated Service Networks (ISNs),
and by health plans, group purchasers and consumers, will contribute significantly tomaking the delivery
- of services more cost effective and efficient and to making health care purchasing decisions more

 informed with respect to quahty and cost.

Assumplions and observations uboul qu ily

“Two major assumptions are reflected in thc d_l_i gion of quality in this chapter. First, the
Commissicn believes that health care cost wmammem cun be accomplished without compromising
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he_al'th care quality, and can in fact even improve the quality of care provided to Minnesotans.

Thereis gm\'\iing evidence of substantial variation ih” 1e patterns and outcomes of care which cannot
be explained by dlffer“nc»s in patient sickness, both nat; nally' and in Minnesota®. These observations
suggest that sorne treatment patterns may be less effective, and that patient outcomes are being affected

iinunknown ways. Efforts to reduce health care cost onj reducmg the use of those components
‘of the health care system that are not cost effectl elopmem of a system which allows for
ijectwe‘ standardized quality comparisons across provider ups? and health plans requires astatewide

effort to define the methods of measuring, analyzm comparm;> health care quahty in a uniform,

unbxased way.:

of hé;‘i‘ljvh are quality can be defined and
easurement methods used will incorporate a

’Second, th ‘,Commission assumes that the di
'measured in a useful and equitable way. The qualit
“conceptual framework which focuses on the entire ep care; measuring the outcomes of care in
relationto the “structural” features of care (i.e., system, provider, and patient characteristics such as case-
mix, severity and/or complexity) and “processes” of care (e.g., treatment patterns, resource use).

Defining Quality

Before widespread development and use of v..iform quality data can be realized, a consensus must
be reachcd among health care providers, health plans group purchasers, and consumers on the ccacepts
ordimensions comprising the quality of health carein ;,eneral and forspecific conditions: and the general
and disease specific health care quality indicators: and measures to be collected and used.

The framework for the assessment and nnpmvement of he'ﬂth care quality will reﬂcu and
incorporate the elements of the continuous quality improvement (CQI) initiatives in health care.® The
goals of medical outcomes studies are to systematically study the relationships between health and its
outcomes for the purpose of improving the quality and-effectiveness of health care. The CQI model
focuses on improving the processes of producing care rather than on identitying individual or unusual

‘patterns. The CQI model is based on the assumption that substandard care is generally caused by poor
process design, inadequate information, and inadequate. use of information. Implicit in this approach
is an ‘emphasis on the collection and feedback of data that reflects the entire scope of the health care
process from the inputs or structural characteristics of hea_lth care to the processes and outcomes of care.

Characteristics of health care. The collection of quality data will focus on the entire range of the
health care process. Assessing the inputs or structural characteristics of health care makes it possible to
adjust for and estimate the influence of system, provider, and patient characteristics on the health care
process and outcomes, which will permit the identification of typtc'\l as well as unusual pattemns of care.
These structural ~° amctensncs may include:
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‘Chapter Five: Quality

‘_characterlstiCS' practice characteristics (fee-for—semce vs. prepaid, solo vs. group
practices, ISN vs. non-ISN), provider/specialty mix, fi nancnal incentives (organizational level),
work load, access/convenience of services;

2. Provnder characterlstlcs' age, gender, specialty training, year of professional school gradua-
tion, financial mcentrves (provi-er level), bellefs/attltudes preferences

1. Descrlptlve' visit rates, medications prescribed, referrals made tests ordered, hospitalization

" rates, expenditures (aggregations of above), continuity" ‘and’ coordination of care, respect,
courtesy, sensitivity, patient participation in treatment decisions, counseling regarding lifestyle,
personal and emotional problems, compliance with treatment recommendations; the overall
degree of communication;

2. 'E\'alu‘i;t‘i\'e: appropriateness: expert judgements of “doing what works”: technical competence:
“doing well what works.”

Outcome measures. Finally, the results or outcomes of care focus on what happens to the patient
after care. Although there may be considerable scientific knowledge available from carefully controlled
clinical trials about the efficacy of clinical diagnostic and treatment interventions under ideal, controlled
conditions, knowledge of the effectiveness of treatment mtervenhons under average or typical
crrcumstances is notably unavailable.

Therefore, data on the outcomes of care should include:

1. Clinical efficacy data: symptoms, laboratory values, mortality, morbidity, comphcations.
readmissions;

2. Patient-centered data: general and disease specific functional status (i.e, as measured by the
Interstudy’s SF-36 and TyPEs*), general well being, quality of life, satisfaction with care.




ters such as the lnstitute of Medicine and RAND, the National Academy of Scnem.e S, :md
uch as the' anesota Clinical Companson Project of the Health Education and Research
ealth Risk \r{anagement Inc Blue Cross Blue Sh:eld/Valuc Health Scnences Inc., and

standard methods, which produce non-comparable data. In addition, a fragmented approachto outcomes

research an pracncc guideline development creates additional administrative complexity in terms of’

both data co‘ ection and use of the guidelines for practitioners.

Through the Data Collection Advisory Committee and Practice Parameters Advisory Committee, the
state will develop standardized health ca: ~ quality measurement and data collection methodologies for
conducting the large-scale condition-spccific outcomes research required by the 1992 HealthRight Act.
The state will ensure that data systems developed will have the following characteristics:

1. Outcomes willbe measured over time and across health care settings, provider and service mixes,
alth plans for the population of all patxcnts (ie., thh a specific condition) in Minnesota.

2. Data w1ll be collected in a common format using standards defined and approved b) the Data
Collection Advisory Commlttee and the Commissioner of Health.

3. RaW' (unaltered, unnggregated) data will be submitted to the Department of Health for non-
blased Ob_]CCthC analysis.

4, Standardlzed and valid methods of assessing the effects of alternative medical strategies on the
outcomes measures will be used.

With respect to clinical practice parameters, a development and dissemination strategy that is
coordinated and standardized statewide will also serve to ensure both that the products are comparable
andthat the developmentreflects abalance of professional judgement. Unless the guideline development
process is truly multi-disciplinary, the nature and character of the guidelines can be subject to dominance

by particular perspectives..
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Chapter Five: Quality

Fuuhtalmgjquuh!y bused comparison und compehhon in the health care

ess to and utlhzatlon of the quahty data will promote an effectwe quality-based health
care marketplace and will serve to improve health care quahty Although many plans and providershave
collected information on the quality of care within their system, little information has been available for
meaningful cdmpansons of the quality of care delivered across provrders groups of providers or plans. :
Public accessto quality information will helpto momtorthe qualityo ourhealth care system, detect when .
ed, and provrde the information necessary torefine! alth care systemonanongoing

basis. In addmon there is growing evidence that health providers will a]ter their practice pattérns when

given feedback of how they devrate from local or natronal normss.

Dlssemmatlon The development 1mplement1tron, and ongomg, evaluation of an mtonmtlon
dissemination’system for use by ‘providers, purchasers and consumers will be established that will
systematically improve the quality ofhealth care provider decision-making and facilitate ongoing quality
assurance and continuous quality improvement activities. Through the development ofaresource center,
(See Chapter One: Information and Technical Assistance) providers, purchasers and consumers will
have access to a wide array of information on the cost and quality of services, on practice parameters,
wellness programs and other health care quality issues. The resource center may utilize an electronic
network providing health care providers and Integrated Service Networks (ISNs) with immediate access
to condition specific. outcomes-based research, clinical practice parameters, evaluations of new
technologies, and efficient data collection and 'malysrs tools for use in ongoing outcomes management
and methods of improving quahty

S ki

The centralized resource center will make outcomes data and practice parameters more accessible
to rural purchasers. Traditionally, there have been substantial geographical differences in access to and
utilization of health care quality data such as outcomes research and clinical practice parameters. The
Commission recognizes that rural purchasers and consumers may not have the health care choices
available to urban consumers.” However, by making quality data accessible statewide differences in
accesstothisinformation will bereduced, and rural purchasers will be able to make regional comparisons
of costs and quality for use in negotiations with local health plans and provider groups.

In addition, AHCPR spons‘ored research and demonstrations have focused on effective dissemina-
tion, based on the growing recognition that distribution of information does not guarantee adoption or
use. The definition of effective dissemination goes beyond the traditional concepts of diffusion and
distribution of information and encompasses the process through which target groups become aware of,
receive, accept, and utilize disseminated information®. Within Minnesota, dissemination efforts will
include evaluation of various methods of disseminating health care quality data to health care providers,
health plans, group purchasers and health care consumers. It will also include an evaluation of the
effectiveness and cost effectiveness of the dissemination methods.

P le)
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Chapter Five: Quality

-The overall objectlve is to facilitate the use of health care’ quahty data both in the outcomes
mamgement and continuous quahty improvement activities of prov' dersand ISNs, and in the evaluation
~and purchasing of health servrces by health plans, group purchasers and health care consumers.

Techmcal Assrstance._, A f nal component of the strategy of - ensurmg, effective quality-based
competmon in the health care marketphce is to facilitate the utlhzatlon of health care quality data by
providers, health plans, group: ‘purchasers and health care consumers. The Minnesota Department of

“Health has been specifi cally directed to develop mechanisms to: provrde technical assistance to health
“plans and purchasers through the collection of data on premiums,-benefits levels, managed care
procedures, and outcomes. Various potential users of comparative health care quality-data are likely to
need technical assistance to use the data effectively in making purchasmg decisions. While many health
plansandl e"group purchasers are likely to have the skills necessary to use outcomes data and practice
parameter
‘outcomes research and practlce parameters in the purchasing and health care decisions of health plans,
health care purchasers‘ and consumers, technical/expert assistance resources will be supported.

' Wennberg J, Giltelsohn A. Varimiohs in medical care among small areas. Scientific American 1982, 246:120-175.

Chassin MR, Brook RH, Park RE, etal. Variations in the use of medical and surgical servicesin the Medicare population. New Fygland
lmlm;u_Q[Mgdmng 1986; 314: 285 290.

Office of Rescarch and D«.monetnhons, Health C'xru I‘nnnung Admmrstralmn Health Care Finanving Special Report: Hospital Dats
- Washington, DC: Health Care Financing

'Admmrstmhon;US Dept of Health and Hum'm chvrccs; 1990

Hannan El, Kllbv'm H Jr, O"Donnell JF, et al. Adult open heart stirgery in New York State: an analysts of nisk factors and hoapital

mortality rates: memm_sznhs_Amms.ﬂM:dmLAssgum 1990;264:2768-2774.

>*Connor GT “Plume SK, Olmstead EM, et al. A regional prospective study of in- hospnal mortality associated with coronary artery

bypass grafling.: meLQﬂl&AmmmLMmmLAmmm 1991:266:803-809.

2 Bemnhardt, T, Caesarean section mte« v'rry in Minnesota, Medical Report. (Blue € ross Blue Shield of Minnesota), 1992:Summer.

* Ohnsorg F, Hy 'crectomlcq Mcmmm (Blue Cross Blue Shield of Mmm.\ota), l99l‘hprmg
? Berwick, DM Con(muouw rmprovcmcnt as an ideal in health care. ,'[115= New E ug];md ,!gum,g] of Medicine, 1989:320:33-56

Jencks SF, Wnlcnsky GR The health care quality improvement initiative - A new '\pprmch to quality assurance in Medicare. Journal

gﬂhc_AmszngnnMMmLAmmm 1992;268:900-903.

4 Ellwood PM. Outcomes management: o technology of patient experience. New Eng Toumal of Medivine. 1988318 1349-15%6
* Wennberg JE, Dcaling with medical practice variations: A proposal for action. Healtl Alliirs 3:2, 1984

Soumeria, SB, & Avom, J, Principles of educationa! outreach (* Academic Detailing’) to Improve Clinieal Decision Mahisg, L)
of the American Medical Association 263:4, 1990.

¢ Agency for Health Care Policy and Research. Dissemination-Related Research Portfolio, 1992 June.
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Conclusion

The Commission’s cost contm‘nment planisan 1mportant stcp ina co nuous process of improving
the Minnesota health care system. A great deal of work lies ahead, incl ding adding more detail to the
plan, the enactment of L,glslatxon state agency rulemaking, 1mplementat10n of the various compornents
ofthe plan, and ongomg monitoring, evaluation, and refinement of the plan sinitiatives. Theseactivities
will be undertaken ccllaboratively in an open process that maxlmxzes opporrumtxes for input from all
interested persons;and orgamzanons :

~ While the focu ofthxs report is on cost contamment the Commlssmn soon will be expanding its
activities to encompass broader issues such as health care quality, ac_’ ( 's,to health care services, rural
health care, and long-term care. “Because of the commitment and enthusiasm that has been shown by
Commission membcrs and becaus “'f the success of the Commxssxon in achieving a consensus on
significant, comprehenswe health are reform, the Commlssnon is hlgh
Minnesota’s exce nt health'ca em. The coming years will bring continuous improvements and
enhancements i m the:quahty, accessxblhty and affordabxhty of health car in anesota
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Appendlx A:

Summury of 1992 Heulihklghi Act

1. Cﬁosl Conﬁiinmeni

Estabhshes,vithe 25- member Minnesota Health Care Commission, comprised of consumers and
providers, employers umons, state agencxes and health plans to

. develope aplan for reducmg growth rate of health care costs by 10 percent per year adjusted for
populatron growth for.5 years beginning in- 1993

« helj improve the affordabrhty, quahty and accessxbrhty of health care,

«. monitor new techno ogy and procedures and take into consrderauon clinical efiectiveness, cost
effectweness and health outcomes; ~

o B I N E S

. estabhsh locally controlled regional coordinating boards to make recommendations on ways to
lmprove affordablhty, accessibility, and quality of health care in each rc_ion.

Institutes uniform claim and bil.: - forms to streamline administrative efficiency and reduce costs.

Reqmres providc:s to yartlelpate in Medicaid, General Assistance Madical Care and MinnesotaCare
as a condition for participating in any state program. This will decrease the need for patients to seek
more costly emergency room care because of lack of access to primary health care providers. Toincrease
pal'thlpatlon provider rexmbursement rates under most programs have been increased by 25%.

Phases out Medxcare balance blllmg, to prevent provxders from blllmg seniors more than the amount
'relmbursed (including co-pays) under the federal Medrcare program.

Develops and 1mplements “practrce parameters to avoid unnecessary and ineffective treatment and
services. Compliance with these practice parameters wrll be considered an absolute defense as to the

standard of care in malpractice cases.
Requires the collection of data on health care spending from providers and group purchasers.

Requires the collection of data on health care outcomes from providers to support development of
practice parameters.

Requires the Commissioner of Health to conduct consumer education and wellness programs resulting
in better informed consumers and more informed health care decisions.

Requires all providers to comply with Medicare antikickback provisions that prohibit financial gain
from referrals or recommendations of particular procedures; grants authority to the Commissioner to

promulgate more restrictive rules.
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Improvesefficiency and coordination of state health programs. The new program for the uninsured will

be coordmatéd with the Medical Assistance program to make sure that persons who become eligible for .
 Medical Ass:stance are transferred smoothly to that program. The Department of Health is studying -
methods of coordinating all state health programs to xmprovc eff' iciency and increase the state’s
bargaining power :

Requires'the Minnesota Health Care Commission to seek full participation of federal health care
programs in the state’s cost containment system.

2. Insurume Reform

HSMAll. EMPLOYER INSURANCE REFORM

Generul‘;mall Emplqyer Market Reform:

‘Requires 'c;rriers to guarabﬁ‘icc issuance and rénewability of any products offered to small employérs.
Eliminates éender and family medical history as underwriting criteria.

Increases the limiting age of dependents to 25 for full-n’me students.

Imposes the following premium restrictions:
» variations of no more than + 25 percent from the index rate for health status, claims experience,
industry and duration of coverage;
 variations of no more than + 50 percent for ages of eligible employees and dependents;
« carriersmay establish three geographic regions and separate index rates for each, not varying by more
than 20 percent between any two regions;
« premiums may vary based on actuarially valid differences in benefit designs.
« prohibits employer from carving out high-risk employees. -
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Appendix A

‘Sma!l Employ'er Pluns'-' -

Required benefits for the small employers plans are:
one’plan must pay &0 percent of charges, with a deductxble 0
famxly per year; :
one pAan must pay 80 percent of covexed chqrges, with certain copayments: child health
superwsnon services and prenatal care are not subject to co-insurance and deductibles. Maximum
out-of~pocket costsaresetat$3,000 perindividual and $6, OOO per family per year, and maximum
: hfctlme benefits at- $500 000.

f$ 00 per person and $1,000 per

Mmlmum benefits under both small employer plans are::

mpatlent and outpatient hospital services, excluding chemlcal dependency and mental illness;
physician and nurse practitioner services; »

diagnostic x-rays and lab tests;

ambulance services;” :

home health care if services are payable under Medicare or are reimbursable under carrier’s most
commonly scid plan;

private duty nursing;

durable medical equipment other than eyeglasses or hearing aids;

child health supervision services; :

maternity and prenatal care services;

inpatient and outpatient services for diagnosis and treatment of certain mental illnesses;

10 hours of outpatient mental health services; :

60 hours chemical dependency outpatient treatment:
50% of eligible charges for prescription drugs, up to a separate maximum out-of-pocketexpense

of $1.000/individual, and 100% of costs above $1,000.
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Reinsurance: - :
. Estab 'shes the Health Coverage Reinsurarice Corporatlon 60"5!5[!“5 of all health care plans
doing business in the small employer market, 3

rizes Corporation to assess member insurers to fu'nd' the reinsurance.

An insurer may transfer up. to,90 percent of the risk above $s, 000 per individual; if charges exceed
$50,000, insurers may transfer 100 percent of the risk. Insurers cedmg individuals to reinsurance shali
beassessed areinsurance prcmrum fivetimes the adjusted average ‘marketprice and insurers ceding entire
-ance must pay a premium one and a half trmr s th adjusted average market price.

anule Employers Insurume Program- o
ich private sector employers can pool therr resources and employees to leverage
ing power. L :

 INDIVIDUAL INSURANCE REFORM

Guarantees rencwability of coverage at preniium not based on experience rating or medical undervrit-

ing.

Eliminates gender and'f'amily'medical history as underwriting criteria.
Premium ratmg and restnctlons are the same as those for the small employer market.
Limits the use. of pre-existing condmon clauses to those in the small employer planb

“equires that health care plans offer individual coverage to any mdlvrdual prevrousl) covered undera
group wrthout imposing pre-exlstmg condmon limitations if there is not a lapse in coverage of more thar

30 days.

3. Coverage for the Umnsured

ELIGIBILITY:

¢ . ‘Uninsured low-income f"lmrl:es with children and individuals wrll be eligible for health services
phascd in as follows:

. lO»l-_-‘)Z: fow-income families of children previously enrolled in the Children s Health Plan:
o 1-1.93: families with children up to 275 percent of poverty: and
e 7-1-94: single adults and households without children up to 275 percent of peverty.
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Appendix A

Eni ‘Hees ‘must have been uninsured for at least 4 momhs . not have had access to employer-
ed coverage f‘or at least 18 momhs and have resi ded in Minnesota for at least 180

.

. Prescnptlon drugs ($3 OO co-pay for adults)
* Eye care ($25.00 adult co-pay for glasses)

INPATIENT BENEFITS  (beginning 7-1-93)

* No llmxt for children under 18 :
« MA spenddown for single parents and unemployed househo]ds
- $10 OQO per year limit for adults with a 10% co-payment (33,000 maximum co-pay per family).

st mral hospitals in 1solated areas or in transition.

Allows small’ al hospntals to get thc valueofthe 2 percent tax back in grants if the tax would f‘om them

to close.

Providesloan orgwcncss programs to physicians, nurses, and mld]eve] practitioners who agree toserve
in rural anesota

Requests theUmverslty of anesota to work to increase the numberof‘ Fgraduatesofresidency programs
of the medical school who practice primary care by 20"/; and to encoum;,e these graduates to establish
practices in areas of rural Minnesota.
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‘Appendix

“Expsnds the Gﬁkeof‘ Rural Henhh to serve as a LleﬂmehOUSL of inmmmuon, coordinate the state's

]ow health care providers and
aboratlon in areas when these

ner of Héziltﬁ to deﬁne exemptions t‘ antitrust fay
, sources and services or enter into other typ
van‘angements are in the best mterests of the region. = %

5. Mulprudue Reform

~Requires that attorneys in medical malpractice cases obtain the signatures of all expert witnesses on court

documents early in a lawsuit.

Requires that attorneys in medical malpractice cases use uniform mterro«vatory forms to obtain
information from the other party.

Requires the p%irties to a malpractice lawsuit to discuss forms of alternative dispute resolution to
determine whether alternatives to a trial are realistic or feasible.

6. Daiq-Colledion

- Expenditure data: For the purposes of setting expenditure limits, the Commissioner is directed to
collect information from providers on patient revenues, and data on heahh care spending for group
purchasers.

- Capital expenditure reporting: Any provider making an expenditure in excess of $300,000 is
required to report this expenditure and relevant background information to the Commissioner.

- Database on health services personnel: The Office of Rural Health is directed to develop a database
on health services personnel,

. Health conditions database: The Health Care Analysis Unit will develop a database on specific high-
cost conditions, which will include data on: mortality, morbidity, functional status, quality of Jife,
symptoms, patient satisfaction, severity of iliness. Data fmust a"mv for comparisons between providers,

mrrierg. public programs and other entities.
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+ Technical assxstancv The Health Care Analysis Unit wili collcct information about premiuis,
benefits levels, managed care procedures, and other features of health plans, and information on prices,
outcomes, pro - experience, to assist consumers and purchasers in making health care purchasing
decisions. ' e

7. Fimmiing

Costs: The program for low-income, uninsured persons is expected to cost about $254 million in state
fiscal year 1997, whenthe programis fully implemented and growth andenrollmentare expecte .1 egin
tolevel off. The total cost of the health care reform package for 1997 (at full implementation}, lﬂCIudlﬂL
rural health init tlves. higher education programs, cost containment initiatives, insurance regulation,
and other activities, is expected tc be about $295 million. Fundmg for the Act is provided by:

Clgarette Tax o
»  7-1.92t0°1-1-94: 5 cent increase in cigarette tax. Revenue from thns tax will be transferred to

the general fund beginning 1-1-94. The increase is expected to generate revenues of $16.9 million
in fiscal year 1993, and level off at $17.2 million for fiscal year 1994 and beyond.

Hospital Tax :

+ 1-193:2 pcrcent tax on gross patient rex enues of hospitalsand surmcal centers. Forthe firstyear
hospitals can pass through the tax to third party payers. The hospital tax is expected to generate $14.5
million in fiscal year 1993 (six months). Revenues from the hospital tax will increase each year due
to health care inflation and are expected to reach $71.1 million in 1997.

Health Care Provider Tax

* 1-1-94: 2 percent tax on gross revenucs of licensed health care providers including doctors,
dentists, chiropractors, wholesale drug distributors, etc. The provider tax is expected to raise $4.3
millionin f'scal year 1994, (six months). Revenues will increase to an estimated $133.7 million in

1997.

Tax on Nonprofit Health Service Plans

¢ 1-1-96: 1 percent gross premium tax on HMOs, Blue Cross, Delta Dental and other non-profut
health service companies. These taxes are expected to raise $32.3 milhon in fiscal year 1990 (o
months).

A study is being conducted to determine if the health care provider tax-is the best revenue source.

Medicare, Medical Assistance, General Assistance Medical Care, MinnesotaCare. nursing home
services and other specified payments to providers are not subject to the tax.
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Appendlx B:

Antitrust Law

lpal federal antitrust statutes are the Shcrman Act (prohlbmng, contructs, combinations. :
ies in restraint of trade, monopolization), the F edcral ‘Trade Commission Act(prohib-
iting “unfail “methods of competition™ and “unfair or deceptive acts or practices,” including false or
misleading advemsmg or representations), and the Clayton Act mcludm;:, 3 the Robinson-Patman Act
amendments (prohibiting discrimination in prices between- dnfferent purchasers in the sale of a

commodlty, exclusive dealing arrangements, tying sales and requirements contracts involving the sale
of commodities). In addition, there are state antitrust Iaws mcludmg anesom Statute §§ 325D 4% 0
%‘75D 6. : '

Some antitrust violations are considered per s¢ violations; that is, the violations impose such a
detrimental restraint on competition that just by their nature, they are presumed to be unreasonable and
illegal. Examples of per s¢ violations include price fixing, division of markets, group boycotts, and tying
‘arrangements : Forotherrestraint of trade violations which are notconsnderedm seviolations, thecourts i
have applied the ‘rule of reason” approach. Under the “rule of reason,” courts will analyze particular
arrangements or conduct, on a case by case, fact specific basis, in terms of the nature, purpose and effect

of the restraint.

There is no dispute that health care providers are subject to antitrust laws. Even when providershave
argued that they are acting in the public interest, rather than in theirown commercial interest, courts have
found violations of the antitrust laws. Courts have imposed a per se standard on certain conduct {e.g.
price fixing) within the health care industry as in other industries. On other conduct, depending on the
transaction (e.g. some mergers), courts will utilize a "rule of reason" analysis to scrutinize the
arrangement; courts apply this analysis to arrangements between health care providers in the same
situations as when they consider arrangements between entities in other business industries, Enforce-
ment actions for antitrust violations can be brought by the Department of Justice, the Federal Trade
Commission, the Attorney General's Office, and private rarties.

Federal courts recognize state action e\cemptlons for cenmn arran;:ummx which would otherwise
violate federal antitrust laws. As established in i cal sociation v, Mideal
Aluminum, Inc,, 445 U.S. 97 (1980), in (ndu to be immune from antitrust enforcement action, an
arrangement must satisfy a two-part test. First, the anticompetitive conduct must be conducted pursuant
to an affirmatively expressed and clearly articulated state policy to supplant competition. Second, the
state has an affirmative obligation to actively supervise the anticompetitive conduct.

The Minnesota legislature has created “an opportunity for the state toreview propused arrangements
and to substitute regulation for competition when an arrangement is likely to result in fower costs, or
greater access or quality, than would otherwise oceur in the competitive marketplace.™ Specifically, the .
legislature, in Minn. Stat, § 62J.29, Subd. 2, authorizes the Commissioner of Health (Commuissioner
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8 ,Vto estabhsh riteria and procedures to review and’ authome contmcts business or financial arrange- ‘
. ments, or other activities, practices, or arrangements involving prowders or purchasers that might be bl
construed to be violations of state or federal antitrust laws but which are in the best interests of the state
policies and goals of this chapter.” No proposed arrangement will receiveapproval unless
sult in lower health care costs, or greater access to or quality of health care, than would
mpetitive marketplace.” In order to prevent abuses of private economic power, the
legxslatune 1mposed anaffirmative duty onthe part of the Commtssuonerto “actively monitorand regulate
pproved under this section to ensure that the arr:mgemems remain in compliance with the
condmons f approval.” Finally, the legislature granted the Commissioner the power to “revoke an
a finding that the arrangement is not in substantial comphance with the terms of the
e condmons of approval.” :
yportant exception to antitrust liability is the Noerr-Pennington Doctrine, which provides
ot be subjected to antitrust liability for Lx'erci'sin" ir constitutional right to petiiion
a proposal 'Commissioner, and what form the proposal should take. Provnders or puruhasers do
not need any'pnor approval to hold such discussions; all such discussions related to petitioning the
government are constitutionally protected. However, providers or purchasers holding such discussions
- should clearly agree upon beginning such discussions that such discussions are held only to explore
options for petitiomng the Commissioner for an antitrust exemption or for entering into collaberative
arrangements that do not violate the antitrust laws. It should be clearly understood and stated that the
participants will not agree to implement any arrangement that violates the antitrust laws without first
seeking and receiving approval from the Commissioner of Health. In'October 1992, the Commissioner
of Health and” the Attorney General jointly sent a letter to Minnesota health care providers summarizing
“the Noerr-Pennington Doctrine, and explaining how providers could discuss collaberation with each
other without running afoul of antitrust law. A copy of that letter is included with this appendix.
o
o
o
L
| -
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Appendlx C:

Provider Conflul of Inieresl Restrictions

~ Inordertoprevent conflicts of interest that lead to fraud and abuse, federal law restricts certain types
- of financial relanonshlps and payment arrangements among providers, The 1972 fraud and abuse
provisions (42 U.S.C. § 1320a-7b(b)) explicitly prohibited the solicitation, offer, or acceptance of any
kickback, bribe, or rebate. No specific intent was required and violation was a misdemeanor. In 1977,
“the prohxbmons within the statute were broadened, through the Medlcare and Medicaid Antitraud and
’ AbuseAmendments toinclude the solicitation orreceipt of anyremunerat:on whetherdirect orindirect.
overtly or co ly, in cash or in kind. Violation of the statute became a felony. The amended statute
created two exceptions: 1) discounting and 2) payments pursuant to bona fide employment relationships.
The statute was amended through the Omnibus Reconciliation Act of 1980 to require specific intent in
order to conv:ct “To expand enforcement, the antikickback statute was amended by the Medicare and
Medicaid Patlent and Program Protection Actof 1987. The amendments included the imposition of civil
 money penalnes (permitting the Secretary of Health and Human' Services to take enforcement action
without havmg to rely on the U.S. Attorney and requiring a lower burden of proof than criminal
‘sanctions). Also included in the amendments was a Congressional mandate to establish “safe harbor™
regulations. C¢mpliance with the “safe harbor” provisions exempts a provider-investor from criminal
prosecution and exclusion from Medicare. The safe harbors exist only to provide protection to certain
specific types of arrangements; they are not used to automatically impose liability on any arrangement

falling outside their scope.

In 1989, Congress enacted what is commonly known as the Stark Amendment (Ethics In Patient
Referrals Act,42 U.S.C. § 1395nn). Like the other amendments, the Stark Amendmem imposes civil
money penaltles for physician ownership of, and referrals to, certain health care entities. The statute
" makes various specific compensation arrangements illegal, but its applicability is limited only to those
entities that provide clinical laboratory services. There are distinctions between the “safe harbor™
regulations and the Stark Amendment. Enforcement under the antikickback statute is separate from
enforcement under the Stark Amendment. The Stark Amendment requires different elements of proof
- and imposes civil penalties, not criminal penalties. The Stark Amendment requires no specific intent.
- If a financial relationship exists, civil money penalties and program exclusion will be imposed.

~ Minnesota has enacted two statutes restricting the types of referral arrangements in which providers
can engage. Under Minn. Stat. § 147.091, Subd. 1(p), physicians are prohibited from “fee splitting,”
which mcludeS‘ (1) paying, offering to pay, receiving, or agreeing to receive, a commission, rebate, or
remuneration, directly or indirectly, primarily for the referral of patients or the prescription of dnigs or
devices; (2) dividing fees with another physician or a professional corporation, unless the division is in
proportion to theservices provided and the responsibility assumed by each professional and the phystcian
has disclosed the terms of the division; (3) referring a patient to any health care provider as defined in
section 144.335 in which the referring physician has a significant financial interest unless the physician
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has disclosed the physician’s own financial interest [dlsclosure req remems are described in ancsou
Rule 5620. 0130] and (4) dispensing for profitany drug or device, unless the physician has disclosed the
physician’s own profit interest. Disclosure must be made in advance and in writing to the patient and
* must mclude a statement that the patient is free to choose a dlfferent health care provider.

The federal Medicare antxkxckchk statute and regulat:ons have been mcorporatcd into thn bxat

. o and tncuve than the federal Medicare
% antikickback statute, in section 1128B(b) of the Socnal Secunty Act,U mted States Code, title 42, section

;. 1320a-7b(b)' nd regulations adopted under it. The Commissioner may impose greater restrictions than
. provided b federal law and regulations as long as the restrictions are clearly identified in the rule.

Unlike the recognized state action exemption that may protect collaborative arrangements from

e federal antltrust liability, there is technically no equivalent protection that a state can apply to protect

“providers from federal antikickback liability. Therefore, the federal antikickback law may conceivably
prevent certain arrangements that are beneficial to consumers.

However, enforcement of the sweeping antikickback laws is largely a matter of prosecutorial
discretion. By emphatically endorsing ISNs as the best method for containing cost and halting over-
utilization, the Commission and the Legislature can make it highly unlikely that ihe antikickback law
would be apphed to bar the formation or operation of ISNs, even if the structure of some ISNs could
e viewed as potentially being tcchmcally contrary to the anukukback laws.
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STATE OF MINNESOTA

OFF!CE OF THE A’I’I‘ORNEY GENERAL MINNESOTA DEPARTMENT OF HEALTH

HUBERT H. HUMPHREY, il S MARLENE E. MARSCHALL

ATTORNEY GENERAL s - COMMISSIONER OF HEALTH

717 S.E. DELAWARE ST. P.0. BOX 94si
 MINNEAPOLIS, MM S544G
TELEPEONE: (612) 623-5000

mz STATE CAPITOL
T PAUL, MN 55155 ;

-"::.s?aoxz. (6121296~ am,

FACSIMILE: (6i2)297-41937

October 13, 1992

Minnesota Health Care Providers:

One of the objectives of the 1992 health care reform legislation (formerly
HeaithRight) is 10 encourage collaborative arrangements among providers that promote
cost-effective access to high quality health care services. It is our understanding that there
continues to-be some fear among providers about discussing such ventures. The State is
relving on your participation to assist us in xmprovmg our health care system. We want to
asstre the health care community that it is possible to conduct discussions about
collaborative arrangements without violating the law. The following guidelines are
intended to help you and your colleagues uvoid .mm*ust problems.

First, some things you should do:

DO pamcxpate in the regional planning processes, which call for providers and others
to collaboratively develop plans 10 present to the Minnesota Departmem of Health, the
Regional (“oordmatmg Boards, and the Health Care Commission. It is not against the law
for people to get together to discuss proj.cr nubhc polxo or develop proposals to submit to

“their governmems'

DO feel free to discuss with other providers transactions that would be prohibited
undr antitrust law. However, it is critical that all’ participants understand and agree that
such a transaction would proceed only after an antitrust exception is reccived from the
Commissioner of Health, and that the participants do not agree to enter such a transaction
absent approval from the Commissioner.

DO carefully document the purposes of any meetings or other joint activities,
especially those involving conversations among competitors about such matters as fees and
may et structures. Such discussions are not unlawful if directed at developing proposals to
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achieve the goals of the 1992 health cure reform'legislation. Providers will benefit by
scrupulously documenting proper purposes, and all will have gre:ter faith in the process if
providers take pains to maintain the appearance:as’well as the reaiity of propriety.

i

DO consult an attorney as to whether you .need 1o follow the statute’s state action
exemption process, and to guide you 1hrouz.‘1 the process

DO call the Department of Health or the Anmrust Division of 'he Attorney
General’s Office if you have questions about these 1ssues

“Although it is permissible to dxscus jous arrangements that affect the
marketplace, any agreements about arrangements outside the public process may be
subject to federal and state antitrust law. Therefore, here are some things vou shou!d not
do: :

DO NOT agree with your competitors on arLet changes contrary to anuitrust law
which will be implemented outside the statutonly-authonzed process.

DO NOT bring up extraneous business'dea mgs in meetings devoted to planning

under the 1992 health care reform legislation.

DO NOT implement any jointly deve]oped proposals on )our own unless the

proposals are permitted under current law. If a proposal needs a state action exemption,
do not implement it without going through the process and obtaining approval from the
Commissioner of Health. If you 1mp1emem such a proposal without approval you are
subject to antitrust llablll[\’ :

DO NOT expect the Health Dcpartment or the Attorney General's Office 10 pre-
screen every transaction, or routinely issue "business review letters." We simply do not
have the resources to accommodate the anticipated volume of requests. Keep in mind that
this process is for those exceptional cases which, if undertaken, would result in an antitrust
violation. Many transactions will not fall into thxs category

We do not believe that antitrust law poses an obstacle to implementation of this
health care reform legislation. Adherence to these guidelines and the state action
exemption process that will be established should help providers comply with the antitrust
laws while advancing the goals of the legislation. If you have any questions ::bout the
guidelines, or about these issues, feel free 10 call the staff of either office. '

WX N N uwwdhenns Al L bove

HUBERT H. HUMPHREY MARLENE E. MARSCHALL
ATTORNEY GENERAL COMMISSIONER OF HEALTH
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Minnesota Health Care Commission
{ o

The Position of the
Minnesota Health Care Commission
on For -

A E .};'The Minnesota Health Care C ssion recommends that for-profit
~ organizations be permitted to form. Integrated Service Networks (ISNs) under
~ the following conditions: U

tkfo:t‘ﬁi’a-Minnesota ISN board with
some degree of relevant authority to

1) the for-profit corpora

et of requnrements for its operational
ency, and consumer protection.

- ') the ISN must meet a sp
- structure, services provided, finan

The Commlssxon does not telieve fOfféptoﬁt organizations should be required to
form a suosidiary corporation in order to operate an ISN.

Rationale:

:’_\‘; . .

=

'‘d - The options available to for-profit organizations to raise capital will
facilitate the formation of new ISNs. The capital raising opportunities of
for-profit organizations will be particularly appealing to those interested
in starting rural ISNs and provider-governed ISNs, who otherwise might
“not be able to raise sufficient capital to commence operations and
‘maintain sufficient reserves.

=  The philosophy of the Commission and the principles underlying the
Commission’s plan emphasize the -outcome (lower price and better
quality) rather than the structure. If for-profit ISNs can offer a
competitive product in terms of price and quality, the tax status of the
organization is not important.

Minnesots Department of Heilth - 717 Delaware St. SE, P.CY. Box 9441, Minneapotis, MN 55440.5441 - (812) 62).558%




&
- The, ommission believes competmo hould be encouraged. Allowing a o
wider range of governance options: reat deal of structural .
| ﬂexlblhty will encourage the formation of a variety of competing ISNs. -
- If only_nonproﬂt orgamzanons are a to foriﬁ.lSNs, for-proﬁt‘ -
N market will form subsidiary i
The corporate phxlosophy and
_f?"“the good of the general ¢
5 and exceptxonal custom Many nonprofit organizations
have highly compensated
for-profit management
that blur the nonprofit/for-profit
dlstmctxon Survey research has shown little difference in enrollee
satisfaction between nonprofit and for: rofit HMOs.
Mareh 21, 1993

Minnesota Health C‘fe Commission




 vMinn"esota;jHealfh’_ifﬁcare Com

Recommendations of the

mibf unédmpensated care.

For example, when coverage ental health benefits is limited
under a health insurance p need for{the services does not
“go away--the cost is simply “hzﬁej to the panent or to siate and
local mental health program:' ' '

¥y

i Shifting costs around within the syste n does nothelp us achieve global
::, ontainment goals. In fact, carving out services, benefits and

vy provxders makes cost contalnment ‘more difficult’ ‘because services are
P fragmented and difficult to monitor and coordinate. The ISN benefit set
1w should promote coordinated, cost-effective delxvery of all services an

7 ¥ individual might need. | .

4 Th »anesota Health Care Commission ecommends that ISNs be
responsnble for a comprehensxve ’ servxces that mcludes all
appropnate and necessary” heals

- ok M WA W
R SR 4

. The definition of "appropriat‘e" nd 'ecéésé{r:y'"’shou!d be defined by
- laws and rules to reflect commumty_standards and scientific
evidence.

- -
AN

" An ISN should not be respc

; r 3341‘"9,‘“5 that are nct
- appropriate and necessary.. S R

i
‘.'
L K
1
L5,
s
i
¥
L
:‘“
¥
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Ta AR



'-.

Eitorts should be made to prowde beuer mformation 1o define e
which services and treatment are’ appmpmre and necessary and

which are ineffective, unnecessary, or unproven. through outzomes
‘research, the development of pracm.e paramezers technology

assessments, and other acuv:ms. Ak

Affordability of health ‘coverage is a very high priority. Lower cost

coverage options would use copayments, coinsurance and deductibles to
' bring down the premmm cost of coverage e rather than reducing costs by

v excludmg certain services or prowders o

. 'For purposes of ‘meeting global hmnt on growth, an ISN would be
accountable for the total cost. of Il range of coraprehensive -~
services, mcludmg both the premium: cost and the enrollee’s out-of-
pocket expenses. ,

.~ An ISN would be expected to maifl'fagev the costs of all services
provided to an enrollee, even if the enrollee must pay all or most
of the costs of the service under the terms of the policy.

For example, under the current .sysrem when an enrollee reaches
the maximum number of mental. health visits, their mental health
trearment s no longer the concern of the health plan company.
Under the Commission's propo:al at this point the enrollee might
be responsible for paying most or all of the costs of additional
services, but the ISN would continue to be responsible for
managing the overall costs under the ISN'’s toral budger.

(Copavments, coinsurance and deductibles areldxscussed in more derail later.)

¢ Benefit options would be standardized to facrlltate comparisons between
different ISNs and coverage options. Options would range from a lost
cost plan with high consumer cost sharmg‘to a more costly plan with
minimal cost sharing. The standard benefits should apply to all ISN
based services including government: 'programs such as medical
assistance. All ISNs would be required to offer the standard benefit
E packages but other options could be offered as well,

¢ Bencf t options and consumer cost-sharmg options must not allow
- cherrypicking or targeting of healthy populations.



| ISNs should be allowed to offer of-network benefit, where there
would be higher levels of copay and deductxbles for services
P vnded out of the ISN provxder o"'rk._ S

. Part of quality improveme tivities conducted by ISNs and the
~ Department of Health would be the evaluation of out-of-network
utilization. e |

Beneﬁts should be structured to dis 'urage cost shxftmg to employers,
consumers, providers, other insu rs,[health plans or government
programs :

prehensive care definitions should be
changes in community standards of

elopment of practice parameters, the
d‘other medical innovations.

The services provided under th
updated on.an annual basis to ref
practice for new technology, the
result.s of technology assessments

Benefits should be structured to promote the efficiency of delivering
health services by use of appropriate practitioners and linkages with
govemment programs, public health services and community based

services.

A process for consumer protectioﬁ'{";snd handling complaints must be
instituted by ISNs to assure the appropriate implemcntation of benefits.



must provide appropriate and
 delivered by authorized pra
The network of practitioner
essional and intraprofessional
ed practice parameters and.

deductlbles should reflect the ablhty )
ISN xs not responsible for services tha

1SN Benefit Definition

be subJ ct to copayments and deductxbles

cessaryv_, omprehensive health services
ioners acting within their scope of
by the ISN must assure

borat nd must incorporate
“analyses. The ISN may define
‘and deductibles but remains
health rvices defined as

s such as child health supervision
other preventive services must not
he use of copayments and

iduals to pay for the services. The
'e not appropnate and necessary.

SRR



Guiding Principles forConsumerCost Sharing

sumer cost sharing” means yments, deductnbles, coinsurance
~ and ther out-of-pocket expenses paid by the mdrvndual consumer.

_ Consumers should have a voice midecxsxons on cost sharing, and the
: process for setting consumer cost: sharmg should havc consumer

with efforts to reduce the overall
system.

steps to assure equity, and
f-level below which mdmdu

sharmg should be capped at edéternl ed annual limit to protect
individuals and families from ﬂnanclal catastrophe, and to protect
mdmduals with high health care needs. | :

Cost-effective preventive services c nsxdered rmportant to the pubhc good
should be available without cost-sharing. The standards of the United
Sta_tes Preventive Task Force could ;Lbe,used to define services that should
be provided without consumer cost-sharing.




dditional incentives should be considered for population groups for
hom even no out- of—pock‘e ts may not be sufficient lnducement to
‘;cost-effecnve preventive services.

'b'il'ganiza‘tibnal requirements should

flect the needs and wants nsumers. and provide them with the
cessary information, assis nd opportunities for appropriate use of
heaith care resources that minimizes their potential out of pocket costs.

Health care system structural

tion: about alternative forms of =

sharmg'” o reward use of less -
r better outcome as more :"

educed or no cost sharing for generic

haring for use of trade name

are comparable).

- Provide consumers wit
trearment, and structur
; expenszve alternatives
expensive altematzves
prescnptzons vs. great
prescriptions when the effe

sed if an ISN did not offer at ieast

d interpreter services to help patients

ir need for medical care, the range of
e direct out of pocket cost

,of ualzzmg services.

~ Cost sharing could no
24 hour telephone, TID,
or their families determ
~ alternatives available, an
consequences to the coi

service must be geographically
me basis if differential cost
erwork servzces is imposed.

Primary care provideijs
accessible and availabl
sharing based on in -network

A grievance and appeals. cess sh uld be avazlable to consumers
for appealmg contested cost sharzng

March 21. IM
Mimem Health Ccu Cocmiuiou
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Incentlves to Encourag ISNs and Other Organizations
to Collaborate with Publi Health Agenc;es to Achieve
Commumty-wxde and Reglonal Pubhc Health Goals

| Reco_mmendatio

’Om Hcalth Carc Commission has rec cd co pctmon and collaborauon o comann costs -

ate local fundmg allocation and exemptions from
nal_ Coordmatmg Boards and their community health

_ f‘I',oml Public Health Boards). With financial
‘ vatc orgamzanons to parncxpatc, the likelihood of

chcnty percent of the funds would be made avallable to Reglonal Coordinating Boards, on a formu'a
basis, to be able to recommend to thc Commnssxon‘c‘_r pf Health specific ﬁnancual incentives for lSNs to

outcome-based cost effective wellness programs and initiatives for meeting spccnﬂcd public health goa|s

The rccommcndanons to the Commissioner of Health would be selected from the community health

assessments and goals presented to the RCBs by the community health boards in the region. Financial

incentives provided to 1SNs and oilicr private organizations, in such form as awards and exemptions

from spending limits, would be based on successful goal achievement and collaboration as documented -

by rcports from Community Health Boards to the Regional Coordinating Beards.




' people ita ects.

Recent discussions with health care providers, employers,

onsumcrs, and legislators suggest that the Com-

" mission’s plan' is not understood by many rural Minnesotans. Many have drawn conclusions based on

~ incomplete or preliminary information about the Ce
~Commission’s most current thml\mg, on rural cost

undcrstandmg of the proposal.

ission’s proposals. This discussion guide is the
inment. We hope it will help promote a berter

Tom: Swam Chair
anesom Health Care Commission

Dispelling myths about ihe"'Commiséioii's plan: R

The plan docs not force rural
communities and providers to go
into metropolxtan-dcug,ncd and
controlled networks

The plan doe‘s not impose a
sunitive, heavy handed regulatory
system on rural providers who
choose not to join networks.

Networks are not a new, unprov-
“en idea for rural areas,

The plan does not force rural
providers to join large, statewide

HMO% and health'plans and. -
accept huge dlscounts.

The plan does 1 not mean the end
of small, independent providers.

ill piot be flecing
‘this plan. -

Rural providers
the state becaus

The plan does not steal control of

-~ the local health care system away

from local provndm and commu-
nities.

The plan does pot try to make
competition work in rural aréas

where it does not make sense.

Antitrust laws do not prevent
rural providers from forming
networks or working together in
ways that will benefit rural
communities.

Antitrust laws do not prevent
rural providers from discussing
collaboraticn with each other.

The health care system is :
changing--resisting change |
will not prevent the changes.



Questions about rural cost containment

Wﬁy“"shoulil we do anything?
‘What's wrong with the way

re costs are a critical problem.
ncrease from 10 to 15 percenta .

Costs are expected
year for the next fir
will continue 0 ri i

metropolitan areas; fural areas suffer from medical cost

inflation comparab
containment efforts aimed at reducing this rate of
growth will benefit both urban and rural communities.

In addition, there is room in rural areas for improve-
ment in the effcnency of service delivery and use of
technology. Major system reform provides the opportu-

nity to address some of these issues unique to rural areas.

As costs go up, insurers screen out sick and high risk
families and mdnv:duals who need coverage the most.
Rural employers ar reed to scale back or discontinue
coverage. Families and individuals drop coverage. As
cach year passes, more and more rural Minnesotans
become uninsured and cannot afford even a minor
illness. Others, because of high deductibles, will delay
seekmg treatment, causing even more expense to the
system in the futut

Until costs are under'control, government cannot afford
to provide subsidized coverage for all those who cannot
buy it themselves.

As costs continue to escalate, rural providers will come
under i mcreasmg pressure and control from insurance
companies, HMOs, and other third-party payers.

Rural prov:ders will f' nd themselves treating more and
more patients who are unmsurcd and cannot afford to

ars. If we do not act now, costs
3 or 4 times the inflation rate
uble within ten years. \X/lthout :

o that faced by metro areas. Cost . =

pay for their own care. Rural Minnesotans cannot
afford skyrocketmg health care costs, and without

- patients who can pay for their care, rural providers will
be unable to stay in business.

* The idea of integrated health care networks was pro-
posed by physicians, hospitals, and other organizations,

both locally and nationally, as a way to contro! costs

without heavy-handed governmental cost controls and
.regulatory micromanagement of prowders

Integrated Servxce Networks (ISNs) are a way to put cost
control into the hands of those who know the delivery
system best: hospitals, physicians and other providers,
and health plans, However, under ISNs, consumers will
be expected to also take responsibility for their care and
their costs. - :

The purpose of ISNs is to reward provnders for becom-
ing more cost-effective.

¢ Under the current system, providers are paid to
provide services and treatment with no re+l incentive
or reimbursement for prevention efforts. The more
treatment, procedures, and tests they provide, the
more they get paid.

¢ Providers have no business incentive to work togeth-
er and to collaborate on how best to serve the
community. Instead, they must think abont maxi-
mizing their own revenues to stay in business

¢ Ifproviders form an lntegrated Service Network,




Quesiibhif dbdﬁli rural cost containment

they will ger pald"tllc same regardless of the number
of visits, treatments, tests, or procedures they pro-
vide. Under this arrangement, preventing illness
and treating patlcnts more efficiendly will be the
primary motivation. - If providers become more
efficient and - ffective, they may keep their
savmgs The: cnnrc community benefits when

of models for rural nctworks ,
Health Care Commission and the
‘ mn provide information on

arcas. Several va
exist. The Minni
Office of Rural F
existing rural ner

What about antitrust laws?
How can rural providers get
together to discuss forming an
ISN without getting sued?
Antitrust laws do not prohnbxt providers from getting

together to walk about forming an ISN or discussing
possible collaboratwc agreements.

Providers can even: alk about proposals that would
clearly violate antitrust laws if undertaken without
governmental approval They must simply be sure to
obtain govcrnmcntal approval before implementing their
plan. .

The Minnesota Department of Health and the Attorney
General’s Office have agreed to provide guidance and
assistance to providers who are unclear about how to
avoid antitrust problems.

Laws will be enacted that will provide antitrust protec-
tion to providers who are working together in ways that
will ultimately benefit consumers. Providers who wish
to work together to improve affordability, access, or
quality of health care can get an exemption from anti-
trust laws by applying to the Commissioner of Health.

v;-may be offcrc undcr an all-paycr system.

,'»‘,._E,Willl rural communities be
forced into networks? &
'f:'fé*?Are there other opportunities?

. Rural providers, employ-

E’r’s{ and con‘sﬁhié'rs w:ll be free to dccndc whether (hcy

H’éféd by an insurance company, an
ross and Blue Shield. This coverage

AR

The network concept was proposcd by providers and is
seen by many providers as a very attractive alternative.
Integrated Service Networks are an opportunity for
providers to avoid excessive governmental regulation and
even to pocket any savings they can produce by becom-
ing more efficicnt.

What is mandatory is cost control. Global limits on the

“rate of i mcrea,sc in health care costs will slow down the
,'ratc of gr g_mh in health care costs. Uncontrolled growth

in health care costs is not an option.

Is Ihls ;_q|‘| invitation to large
HMOs and statewide health

plans to take over the rural
health care system?

Quite simply: “No.”

Providers, employers, and consumers will have alterna-
tives to health plans offered by large, statewide insurance
companies and HMOs. In fact, networks are an oppot-
tunity for community leaders, such as physicians,
hospital administrators and trustees, business ownets,



anizations support the network -
networks

a way that allows rural commumucs time to prepare
and, if they choos:
alternative to networks sponsored by large health plan

companics. :

The option of loml y sponsored networks will also give

How can rural providers form
ISNs? They don’t have the
‘jhme, experhse, or capifal to

| ‘sturt up an ISN.

rural providers more bargaining power when dcalmg
with large, statewide health plans. To recruit them into
their networks, largc health plans will have to offer more
attractive terms and possxbly provxdc support services

will indep‘.endeni providers be
excduded or forced to |om “

The Minnesota Health Care Commission believes
independent provndcrs will continue to be an important
part of our health carc system.

Independent provnders will have several choices:

(1) They may conﬁ_ nue to provide services through a
fee-for-service | sysu:m or a conventional type of
health plan or. HMO much as they do now;

(2) They may join | forces with other independent
providers to form their own network, affiliate with a
‘locally controlled network, or contract with a larger
network;

¢ anesota Nurses Association,

to form their own networks asan
_ -llablhty covcragc

(3) They may p:irticipatc in as many networks as they
' choosc. or

' ';choosc any combinaticn of the above

~:}-_The anesota Health Care Commnsxon the Legisla-
tive Ovemght Comm:sszon and the Minnesota Depart-

ment of Health are committed to making it practical and

feasible for rural providers and rural communities to
' fdcvelop lomlly « ontrollcd nerworks.

Techmml ass:stance and start-up loans will be provided
to help rural ISNis get started. The Office of Rural
Health will be one important source of assistance.
Industry professional organizations and trade associa-
tions have indicated that they plan to provide technical
assistance and other services to facilitate the formation of
locally sponsored ISNs.

Descriptions of different ISN models will be made

'availéblc

lntcgrated Semet Networks could be sponsored by locs!
businesses, by a local provider workiny with other
providers in the community, by a local government, by
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community oxgamzauons. by other entities, or by any
combination of these groups.

A rural ISN coopet
providers, cmplo

ive could be formed to help rural
mmunity organizations, or local

nctworks will be recruited to hclp

will be designed to make it possible for small, communi-
ty-based, rural ISNs to form. While the details are still
being worked out dus issue, the Commission has
taken the position that these requirements should
promote, not- dlscouragc, the development of new,
locally based ISNGs, including 1SN that are sponsored or
initiated by local providers.

What is lhe "ull -payer’’
sysiem"

In ordcr 0 undcrsmnd the all-payer system, it is neces-
sary to understand global limits on growth in health care

spending,

Global limits are 1n essential component of
Minnesofa’s cost containment strategy. They
will gradually reduce the rate of growth in
health care spending from the current growth

rate of about 10 percent to a rate of about five

or six percent within five years.
Global limits will be implemented in one of two ways:

(1) Integrated Service Networks will be required to keep
their annual increases under the global limits on
growth that will be established by the Commissioner
of Health, but they will be frec to find their own

methods of controlling costs;

wThc all-paycr_

N. The coop could also manage, ._’;systcm ‘that wnll bc used by all insurance companies and

ommunities that have had positive 2

(2) Annual mc eases in costs for all services not covered
through' tegrated Service Nerwork will be kept
' undcr contrql by an all-payer system.

em is a uniform, standardized payment

ther than Integrated Service Net-

payer system, utilization will be man-
r fee increases will be controlled.

’_The all-paycr ystem will reduce administrative costs and
~ burdens forp

iders by consolidating all of the pay-

ystems that'currcntly exist into one system. This is

E something providers have requested. The all-payer system

will replace the hundreds of different payment systems
and utilization review requirements (second opinion

“requirements, prior authorization, medical documenta-

tion, etc.) that are used now by insurance companies and
other thlrd-parry payers.

Under the allfpaycr system, providers can concentrate on
treating the patient instead of figuring out how to get
paid. The billing process will eventually be the same for
every patient ’who walks through the door.

The aJl-paycr systcm will ultimately be used as a method
of ccntrollmg excessive cost increases. The goal is not to
reduce provider fees, but to start with current spending

‘and begin to slow the rate of growth in health care costs

by a little bnt morc each year.

At some time in thc future, if Minnesota is unable ro
control growth in utilization and costs under the all-
payer ‘system, it may be necessary to reduce provider fees
in order to stay under the global limits on growth. .If
thls;contmucs over time, providers will probably begin
to see the ISN system as an increasingly attractive
alternative. 'The success of the all-payer system as an
alternative to networks will depend on the ability of
participating providers to con:rol cost increases.
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Questions }nboli! rural. cost éontdiniﬁénf

If previders who.
more efficient an
ticn', pfo‘v‘ider fees

ol'mcreaﬁes in costs or uuhza-

u_ong—rterm altcrnauvc for
provxdcrs. ERR

However, if costs a
increase, provider fee reductions may be necessary to
keep costs from nsmg by more than thc annual limits on

growth

The all-payer system is intended to be a reasonable, cost-
controlled alternative to the ISN system, not a punitive
measure to force providers into ISNs. -

Will borde: ommumhes lose
access to p ovulers Iocufed in
oiher state

ware of the patterns of use of
sut-of-srate providers:in some border communities and
many of those providers have begun initial discussions
on how to accommodatc Minnesota’s reform through
der-area ISNs.

mmendations and enabling
ecial arrangements for border

legislation authorize
hat access to health care u not

communities to ens
adversely affected.

Minnesota will ma ty effort to establish positive,
collaborative relacionships with out-of-state providers in
order to inake sure Minnesota residents continue to have
access 1o high quahtyfwahh care.

v;‘*‘Wll ’ihis an 1 drive rural

 of the all-payer system become.

ilization in the all-payer system

While it is true that Minnesota has a provider rax,
provxdcrs will gencrally be able to pass the tax through
to insurance companies and HMOs. In addition,
Minnesota uses the proceeds of the tax to provide healch
coverage for many low-income Minnesotans who would
otherwise be uninsured. In other states, providers often
would not be paid for services to these patients.

‘Proceeds of the provider tax are also used to fund rural

provxder recruitment programs, loan forgiveness pro-
grams for rural practitioners, programs to establish rural
community health clinics in underserved areas, financial
assistance for rural hospitals, and other activities to
enhancc access m ‘rural areas.

' ,'The Ofﬁcc of Ruml Hcalth and the Rural Health
R Advnory Co mlttee (whlch are also fundcd through t!xe

All other states. havc either enacted, or are considering,

" cost containment measures. Providers who leave the

staté to avoid adjusting to change in the delivery system
are only postponing the inevitable.

National reforin is just around the corner. Early indica-
tions suggest that national solutions are likely to be more




‘Care Commissicn believes
cffccnve force for improving
sts. - However, the Commission
‘does not believe th "pctmon is always the best ;
approach. The Com mission recognizes that sometimes -
collaboration is be n competition. i

\X/hcn compcnuon is-not. feasible o deslrablc, the
Commlsswn supports collaboratlve relationships.

’ At t e"nmc lswas printed, the amended legislation
would allow ISNs to_begin to form January 1, 1994, and
~ would phase in the all-payer system over a two year

What about nahonal reform  Period beginningJuly 11994

effor's’ Are"we wus"ng our Ifcnacrcd thls time schedule will allow the Minnesota
l" o M - ,‘Health Care Commnssxon and the Minnesota Depart-

hme wor |||g Oll a "‘“eso'u ment of Health to further refine the derails of the new

solution?

system and develop models during the next year and

~ bring recommendations to the Legislature during the

The rcforms currently being dlSCllSSCd in Washington - = 1994 session Pwﬂﬁmﬂl!m
would require all health care to be purchased through - E
giant Health Insurance Purchasing Coopcranvcs ‘_
(HIPCs) which would seek competitive bids from very
largc Accouncablc Hcalth Plans (AHPs).

Under dus approach all providers would be forced into
networks.

This national proposal would give a significant advan-
tage to large, statewide health plans and HMOs over
locally controlled nctworks
Global limits on health care spending would also be " the Mim‘”“: ;:::l:;dC:!e Commission
imposed under the national proposal. _ © April 6, 1993
‘- 717 Delaware Street S.E., P.0. Box 9441
Minneapolis, MN 55440-9241
(612) 623-5555
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Hospital/Clinic

| Hospital/Clinic
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tive (similar to dairy or ruruleledru)

15Na |
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ISN¢

Compuny

3. Moltiple ISN Contracts

Hospital/
Clinic

A

"

Slaigwide ISN ]
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: | Processing, etc. |
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C6iiiniiili|y Based ISN




_the opportunit

E (HMOs), exce

nization that is accountable for the
: s-associated with delivering a fuil
continuum of health care services to a defined popula-

| tion. An ISN is‘a new kind of health plan under which

a network of providers provides all needed health care

services fora fixed payment amount. This will create
_an incentive for the T
-and effectively” possrble Under tite existing fec-for-
‘service system
~ patients, not for
“incentive to find

SN to provide cure as efficiently -

vviders are rewarded for treating

e most cost-effective course of

he ISN system, providers will have
benefit financially by becoming

ir delivery of health care.

treatment. Un

more efficient

2. Who may start an ISN?

ISNs will take many forms and may be sponsored or
initiated by proVi"ders health maintenance organiza-
tions, insurance compam a5, employers, or other
organizations. - -

ISN's are simil

tural and contractual relationships between providers,
health plans, and other participants in a network. For

mdependent providers could form an lSN by agreeing

* to share the risk‘d'f'providing coverage for a fixed cost

to the purchaser.f,{l‘he providers could also choose to
form their own ISN without an insurance company
partner, but still ‘with a fixed cost to the purchaser.
These kinds of arrangements are not permitted under
current law,

4. How wrll ISNs affect
individuals, employers and
other purchasers?

eventing illness, hence, there is little

_' Individuals, employers and other purchasers will buy
health covemge from ISNs in the same manner they

- now purchase coverage from insurance companies,

H_M,Os and other health plans, except that the price of

~coverage will be more clearly identified, future in-

creases will be lower and more predictable, and more
information on price and quality will be available ‘o0
facilitate compansons between different ISNs when

- purchasmg health coverage.

2

wxll occur in response to incentives,

~"not govemmental mandates

Provnders wrll not be required by the state to
- pa % SNs. Providers may choose not to
.+ participate in an ISN, may participate in more than
;,,sf:_;.vone ISN, and/or may simultaneously serve both
~ISN enrollees and non-ISN patients.
B. Employers, state programs, and other purchasers
- will be encouraged through incentives and other
methods to purchase health care through ISNs.

Providers are expected to voluntarily join ISNs or form
their own ISNs because of the opportunity to benefit
financially from efficiencies that can be realized in an
ISN and because ISNs offer greater flexibility and

;fewer regulatory controls than the non-ISN system.
‘(Services that are ot provided through an ISN will be
,subject to regulat ry controls to contain costs.)

ISNs_are also expected to encourage providers to
affiliate with them by offering benefits such as office
and administrative support, a simplified payment
schedule for patients, simplified reporting system:s,
and/or liability coverage.

6. How will ISNs affect state
health care programs?

The State of Minnesota will facilitate the development
of ISNs by moving toward purchasing coverage for
persons enrolled in state programs from ISNs. The
1992 HealthRight Act required the Department of
Human Services to develop a plan for providing
coverage under state programs through managed care
arrangentents. The Minnesota Health Care Commis-
sion will work with the Department of Human Services

VS




INTEGRATED SERVICE NETWORKS:

8

A discussion guide =

is consistent with the Commission's
L and promotes the development of

ISNs wnll be reqmred to satisfy basic criteria, but will have
flexibility to define thelr own structure, ISNs will be
required to demonstrate their ability to bear the financial
risk of providing all needed services to its enrolled popula-
tion. ISNs will be required to satisfy standards for quality
and to submit data and information on health care rev-
enues, costs, and quality.

tenmned or fixed p. /ment amonnt or capitated rate. An

ISN must be able to demonstrate it can bear the financial
risk of providing all the agrecd upon services for its
enrollees. This could be accomplished through several
approaches ISNs could bear the financiar risk themselves,
share the risk with an insurance partner, or use other
arrangements such as a state reinsurance pool. Financial
requirements will be desngned to make it easy for new ISNs
to form and to encourage alternative forms of ISNs, while
protecting enrollees from the risk that they will be left
without coverage due to the financial failure of an ISN.

9. What services will an ISN
cover?

ISNs will be responsible for providing needed services
within a defined benefit structure that includes a continuum
of care and services; A standard benefit set (the level of
service which all ISNs must provide to their enrollees) will

be defmed ISNs will have the option of offering addi-
tional benefit_ optlons ISNs are expected to compete on
“‘the basis of p price and quality of the standard benefit set and
“supplemental beneﬁt options.

fIO Ho wrll an ISN form?

V:EZV.There are ma y dlfferent possible models for an ISN
: ”Some common ‘examples are:

‘ lo

ay join together to form an ISN to offer

ealth care to purchasers such as local employers and
dwnduals (this model could include fee-for-service
arrangements -particularly for some specialized

C. Health plans and insurance companies may approach
provxders to.enter into contracts to be a part of an ISN.

,‘_D' A combination of providers, purchasers and plans could

form an ISN.

‘In some cases, technical assistance and start-up loans will

be available. .

qu do ISNs fit in a
competitive marketplace?

‘Competmon ‘can be an effective strategy for reducing costs
~and increasing quality and innovation. Therefore, competi-
“tion between ISNs will be promoted and facilitated. 1SNs
“ will be measured and compete on the basis of definable
‘cost, patient satisfaction, and outcomes expectations. ISNs
-will be requrred to report data on quality, prices, costs, and

utilization. - lnformauon will be provided to consumers and

‘providers in a form that facilitates direct comparisons

between ISNs-anA is useful (o consumers and purchasers in
making decisions about ISNs.

However, 1ISNs are not just a tool for promoting competi-
tion: In some cases, competition may not be the most
desirable or practical strategy, and regulation and state-
supervised collaboration will be necessary for the benefit of
consumers. In these unique situations, the ISN concept s
an effective approach for controlling costs and enhancing
quality and innovation even where competition does not
exist. :
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II provuders function
2

12 How !

" Most providers are llkely to have both ISN and non-ISN
business. The financial relationship between the ISN
organization and its participating prov:ders will be defined
by contract. ISNs‘and providers will have maximum
ﬂeXibiIit)' to nego 'te the provider credentialing and
payment relations - Payment methods may include fee-
for:service, salaried’staff, efficiency bonuses, capitation, or
other armngement Ns will be encouraged and empow-
ered to make appropriate use of mid- level practitioners
such as nurse practitioners and physi~ian assistants,

13. How will the ISH model serve
Ingh rlsk groups and

The goal of the IS 'e‘m is to provide access to ISN
coverage for everyo .. The principles of health insurance
reform that are reﬂected in the 1992 HealthRight Act will
be incorporated into the regulatory requirements for ISNs,
The goal of the Minnesota Health Care Commission is that
ISNs may not deny: enrollment on the basis of any specific
underwriting criteria. At the same time, safeguards must be
included to address serious adverse selection against ISNS.
Costs of coverage wxll be spread across large populations
to ensure that high nsk groups and individuals have access
to affordable coverage.

Enroliment standa  will ensure that high risk and special
needs populations (those groups which have existing health
conditions; are likely: to require extensive care; and/or have
special needs which’ add cost to providing care for them)
will be included. Growth limits and payment systems will
be designed to provnde incentives for ISNs to enroll even
the most challengmg and costly groups and populations.

14. How wnll ISNs work in rural
areas?

ISNs are likely to begin to form in rural areas not currently
served by managed care health plans because of the incen-
tives for providers to join or form ISNs in order to avoid
the regulatory controls on non-ISN services and to take
advantage of the benefits and support services that ISNs
will offer providers. * Perhaps more importantly, the ISN
concept offers the potential for providers o be rewarded
financially for becoming more efficient. The ISN concept

offer better qi
~and costs wil

has been tested in rural areas through several projects and
has provento be beneficial to providers, purchasers, and
individual consumers when implemented properly.

-Just as multlple health insurance plans are available now,
ISNs will compete in terms of the coverage they offer, their

costs and effic c:ency, and the extent to which their contrac-
tual relationshi] f‘wnth local providers are more efficient or
v htycr service. Improved data on quality
promote comparative competition
mployers and consumers will compare

between region:

'the quality an cost of health care servxces in thelr region

Act several spe f' ic rural health initiatives, including;

A programs to increase the number of medical school
. graduates, who practice primary care in rural areas, and
“loan forglveness programs for rural practitioners;

B. financial assistance and transition grants for rural
hospitals;: -

C. programs to. establish rural community health clinics
which wnll make greater use of mid-level practitioners;
and s

D. creation of an Office of Rural Health to promote

o 1mprovcments in the rural health care system.

The Commlssxoner of Health, the Minnesota Health Care
Commission and the Regional Coordinating Boards are
expected to remain actively involved in monitoring and
promoting access while encouraging development of ISNs
in ruml areas. E

15 ‘ Whu ,\huppens to services

~ which are not provided
through an ISN?

The formation of ISNs will be voluntaty. In order to meet
‘the global spending limits established by the Commis-
sioner of Health, services provided outside of the ISN

system will be subject to expenditure controls. Uniform
standards for provider payments and utilization in the non-
ISN system will ensure that growth in spending in this
sector remains within the growth limits.
Prepared by the Minnesoto Health Core Commission
~March 1993 -
717 Deloware St. SE, Minneopolis, MN 55440 - (612} 623-5555
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