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I am Jane McNichol, Executive Director of the Legal Assistance Resource Center of
Connecticut, the advocacy and support center for legal services programs in the state. We
represent the interests of very-low income residents of Connecticut.

I am here to support RB 6587, which establishes a Basic Health Progfam to provide quality,
affordable health care to low-income Connecticut residents when health insurance exchanges are
implemented under federal health care reform in 2014.

SB 1013 :

Before discussing this bill more fully, I want to note my concerns about some items in SB
1013, An Act Implementing the Governor’s Budget Recommendations Concerning Human
Services. The Governor’s budget protects many vital services for low-income people and,
importantly, proposes a refundable Earned Income Tax Credit.

But we are concerned about the imposition of co-pays on Medicaid participants and the
increase in co-pays for low-income Medicare Part D participants. These proposals are in
Sections 7 and 21 of SB 1013. Attached to my testimony is a summary of the findings of a recent
study by the Robert Wood Johnson Foundation on the impact of cost-sharing on health care
expenditures and health care choices. This research finds that cost-sharing requirements for low-
income and vulnerable populations may result in higher health care costs and is associated with
adverse health outcomes. The full report is available at
http://www.rwif.org/pr/product.jsp?id=71583 &cid.

I am also very concerned about the language proposed in Section 6 to implement the -
Governor’s proposals around the availability of adult dental care. The language gives the
Commissioner of Social Services broad authority to reduce adult dental services as needed to
meet budget targets. This is much broader than the proposal in the Governor’s budget
documents. The language appears to violate federal law and removes legislative oversight of this
important health care service.

RB 6587
As an advocate for low-income people who most often rely on Medicaid or Medicare for health
care coverage, I strongly support RB 6587, which would establish a Basic Health Program as




part of Connecticut’s response to federal health care reform in 2014. The Basic Health Program
described in RB 6587 would provide a health care program that mirrors Connecticut’s Medicaid
progr?m for individuals under 65 with incomes between 133% and 200% of the federal poverty
level.

Establishment of a Basic Health Program with benefits that mirror Medicaid’s is particularly
important for parents and caregiver relatives of children covered by HUSKY A (Medicaid).
Currently, these parents and caregivers in families with incomes up to 185% of the federal
poverty level are eligible for HUSKY A.

In 2014, Connecticut will have the option of continuing this parental coverage under Medicaid.
But there is a significant financial incentive to end Medicaid coverage at 133% of the federal
poverty level.

To ensure that these parents do not lose health care benefits currently available to them,
including the benefits of limited cost sharing requirements, Connecticut must either continue
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coverage to HUSKY parents at 185% of the federal poverty level or establish a Basic Health
Program with features that parallel Medicaid.

The Basic Health Program would have the added benefit of providing a Medicaid look-
alike program to all low-income individuals under the age of 65 with incomes below 200%
of the federal poverty level.

The financial incentive for setting up this program is as follows:
- Under Medicaid, the federal government pays 50% of the costs of coverage.

- Under the Basie Health Program, the federal government pays 95% of the amount that the
federal government would pay in subsidies if the individuals in the Basic Health Program
were in the exchange. Jonathan Gruber of MIT, in an analysis for SustiNet Health
Partnership Board of Directors, determined that this federal payment would cover 100%
of the costs of covering eligible individuals in a Medicaid look-alike program in a
Basic Health Program, with some money left over to devote to increasing provider rates
in the Basic Health Program.

The state can, through the Basic Health Program, cover more people in a Medicaid look-alike
program with less state spending than maintaining the existing coverage for HUSKY parents.
This is an option that we should embrace.

Thank you for your attention to these issues.

' Note: the language of the bill is not explicit that Basic Health Program participants would be under 65 years of age.
But federal reimbursements {discussed below) are limited to participants under 65 and the economic modeling
discussed below assumes that the Basic Health Program covers only people under 65. The language should be
amended to make clear that the Basic Health Program would be limited to people under 65.
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Why is this issue important to policy-makers?

The recent passage of the Patient Protection and Affordable Care Act (PPACAY
requires for the first time that almost all U.S, citizens have health insurance.
Implementing the largest expansion of health insurance since Medicare is a major
challenge; policy-makers are also facing the challenge of how to slow the rate of growth
in health care costs. Cost-sharing — how medical costs are shared between insurers and
patients — 1s an important part of both challenges.

This brief examines how cost-sharing affects the use of services, whether some patients are
more sensitive to cost-sharing than others, and whether reduced use of services as a result
of cost-sharing has an effect on health outcomes. All of these issues factor into whether
and how cost-sharing could be used to reduce the rate of growth of health care spending,

What is the effect of cost-sharing on the distribution of health
care expenditures?

The distibution of health spending in the United States is highly skewed with 5% of
the population accounting for almost half of all expenditures (Figure 1). The skewed
distribution results from a relatively small percentage of people having serious medical
conditions with high expenditures while the majority is relatively healthy with few orno
medical expenses in a given year.

Figure 1: Concentration of Health Care Spending in the U.S. Popuiation, 2007
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Source: Adapted from the Kaiser Family Foundation (Reference 1)
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The low-income and chronically ill ar

Tt is not clear how the distribution of health spending will be affected by changes
in cost-sharing. Speculation rests on the responsiveness of two factors: patient-
initiated care and care delivered once the patient is in a medical setting.

Reductions in patient-initiated care in response to cost-sharing

are likely to come from the half of the population with low medical
expenses. If this is the case, increased cost-sharing may result in a more skewed
distribution of health care spending,

Once a patient seeks medical atiention, the intensity of services
provided largely is driven by the provider, not the patient
(Reference 2). The HIE (see sidebar) found that once a medical visit was
imtiated by the patient, utilization did not differ based on the patient’s level of
cost-shaning. For the sickest population, those with more frequent contacts with
medical providers, a change in cost-sharing may shiff the financial burden from
insurers and public payers to patients.

Could increased cost-sharing slow the rate of growth of
health care spending?

Increased cost-sharing has the potential to slow the growth of health spending
if: there is a reduction in use of low-value or medically unnecessary care; any
utilization reduction is not ofiset by the use of more expensive services; and
reductions in service use do not result in adverse outcomes that may be more
expensive to treat.

Patients are not able to discern between appropriate and
inappropriate care in response to increased cost-sharing. Evidence
from the HIE indicates patients reduced appropriate care as well as medically
unnecessary care i response to costsharing (Reference 2). More recent studies
mvolving the use of prescripdon drugs found patients reduced their use of both
essentlal and nonessential drugs in response to increased cost-sharing, although
the reduction for nonessential drugs was generally greater (Reference 3).

For vulnerable populations, increased cost-sharing may shift

the types of services used rather than reduce overall health
expenditures. Two studies of programs for low-income populations found
that increased cost-sharing did not result in program savings either because the
subsequent mix of services used was more expensive or because there was an
increase in adverse events, including hospitalizations (Reference 4).

Increases in cost-sharing for the elderly may result in higher
Medicare program costs. Chandra, et al. studied the effects of increased
cost-sharing in an employer-sponsored Medicare supplemental plan (Reference 5).
They found the reduction in physician visits and prescription drugs was associated
with higher Medicare costs due to an increase in hospitalizations for chronically
ill beneficiaries.

2 | THE SYNTHESIS PROJECT, POLICY BREF NO. 20 | THE ROBERT WOOD JOHNSON FOUNDATION | Cost-sharing: Effects on speriding and cuicomes




-are-at greater r;sk for adverse heaith outcomes

than healthy or hlgh ;ncome people

What are the effects of increased cost-sharing on health
outcomes?

For the average person, increased cost-sharing may not adversely
affect health outcomes (Reference 2). This finding from the HIE may have
been one of the most surptising. Importantly, however, the HIE excluded pecple
over age 62, who make up the largest share of the chronically ill and those most
likely to have high medical expenses. In addition, all participants had an out-of-
pocket maximum based on income which limited financial liability for high medical
expenses.

For vulnerable populations, increased cost-sharing is associated with
adverse health outcomes. The HIE found that low-income participants in poor
health were more likely to experience adverse health outcomes than higher-income
or healthy participants (Reference 2). More recent studies of elderly, chronically ill,
and welfare beneficiaries found that cost-sharing for prescription drugs is associated
with increased expenditures for emergency department services, hospitalizations and
admissions to nursing homes (Reference 11).

How do responses to cost-sharing differ by sociceconomic
factors and health status?

Low-income populations are likely to be disproportionately affecied
by increased cost-sharing. The same amount of costsharing represents a larger
share of income for a poor person than a high-income person, creating the potential
for a financial barrier to care. The HIE found poor people reduced outpatient care
more than higher-income people and had larger reductions in the use of dental

care and immunizations for children (Reference 2). A more recent study examined
increases in prescription drug co-payments for privately insured patients and found
individuals living in low-income areas were less likely to continue taking their
medications than people in high-income areas (Reference 12).

Whether responses to cost-sharing differ by race and ethnicity is
unknown. [n studies looking at responses to cost-sharing by racial and ethnic
minorities in the use of preventive services, it appears low income has a stronger
association with the use of such services than race and ethnicity.

People in poor health respond differently to cost-sharing changes than
healthy people {(Reference 13). One study found retirees in poor health who
had cost-sharing increases had larger reductdons in spending on physician visits and
prescription drugs than those in relatively good health (Reference 14). Those who
were healthy reduced expenditures on physician office visits by 3% and by 8% on
prescription drugs. In contrast, those who were chronically ill reduced the dollars
spent on physician visits and prescription drugs by 15% and 27%, respectively.
Significantly, however, the chronically ill used more inpatient hospital care after the
cost-sharing increased. The result was a 122 percent increase in Medicare spending on
the chronically il retirees for Part A.
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Policy Implications

" Recent studiss of pati -sharing conflrm the prtmary conclusmn of the
HIE — deman or most health care services is’ pri
have to pay more, they reduce their use of health care. The HIE’s exclusion of
‘the elderly, the increase in the prevalence of chroiiic:conditions, and changes
- to medical care and insurance design since the 19705, however, make it
- important to-re-examine the rofe of cost-sharing.: Findings from more recent
research hlghhght important |mphcat|ons for poirc makers, :nc!ucimg :

> Patlent cost-sharing is not necessanly an sffect e echamsm for
: s:gmflcantiy s!owmg health care spending. \Io it 'people are healthy and
: T Peopte Wl‘lO

sed on cost-

cotiveriess rése
05€“s§13r5110 o iz

'dl'iplOpOff_tOn:}
pnce sensitive. than other income g

THE SYNTHESIS PROJECT (Synthesis) is an initiative of the Robert Wood '
Johnson Foundation to produce relevant, concise, and thought-provoking briefs
and reports on today’s impertant health policy issues.

PROJECT CONTACTS

David C. Colby, Ph.D., the Roberi Wood Jehnson Foundation
Brian G. Quinn, Ph.D., the Robert Wood Johnson Foundation
Sarah Goodell, M.A., Synthesis Project

SYNTHESIS ADVISORY GROUP

Linda T. Bilheimer, Ph.D., National Genter for Health Slatistics

Jon B. Christianson, Ph.B., University of Minnesota

Pzul B. Ginsburg, Ph.D., Center for Studying Health System Change
Jack Hoadley, Ph.D., Georgetown University Health Policy Institute
Haiden A, Huskamp, Ph.D., Harvard Medical School

Julia A. James, Independent Consultant

Judith D. Moore, National Heatth Policy Forum

Wilkam J. Scanlor, Ph.D., Health Policy R&D

Michael 8. Sparer, Ph.D., Columbia University

Joseph W, Thempson, M.D., M.P.H,, Arkansas Genter for Heaith Improvement
Claudia H. Williams, U.S. Depariment of Health and Human Services

4 | THE SYNTHESIS PROJECT, POLICY BRIEF NO. 20 | THE ROBERT WOOD JOHNSON FOUNDATION | Cost-sharing: Effects on spending and outcomes




5 | THE SYNTHESIS PRCJECT, POLICY BRIEFNO. 20 | THE ROBERT WOOD JOHNSON FOUNDATION | Cost-sharing: Effects on spending and oulcormss




Robert Wood Johnson Foundation

THE SYNTHESIS PROJECT

NEW INSIGHTS FROM RESEARCH RESULTS

POLICY BRIEF NO. 20
DECEMBER 201




