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P-R-O-C-E-E-D-I-N-G-S
9:00 a.m.

VICE CHAIRPERSON McLAUGHLIN: We've been
waiting for Senator Wyden, and we've just been told that
he on his way and will be here in a few minutes. So we
are hoping to be about to start by 10:00.

In the meantime, I would like to welcome all
of you for attending this listening session on behalf of
the Citizens' Health Care Working Group. We have just
finished field hearings in four citizens; in
Jacksonville, Mississippi and Salt Lake City and
Houston, Texas and Boston, Massachusetts. And at those
field hearings we heard a lot about local initiatives
and different things that are being attempted to try to
improve the system, as well as people coming and telling
us some of the problems that they as providers or as
administrators or as patients have been facing within
the system. We have used a lot of this information
along with a lot of data that are made available about
the health care system to produce a health report to the
American people. We plan to have that report ready next
month, and it will be distributed quite widely as well
as on our website.

The point of that report is to really try to
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explain to the American people this is where the dollars
comes from, this is where they go, what is the flow of
dollars and people in and out of the health care system.
We are hoping by doing this that that we will be able
to begin a dialogue with the American people in which we
can say, all right, now that we all have a better
understanding of where that $1.7 trillion go and where
all of the millions of patients go, where the millions
of providers go, can we start talking about problems in
the system from your perspective as well as solutions
that you may have, desires that you may have for ways to
improve the system.

In order to do that we are not only going to
have surveys and we're going to have a website where
people can come on line and give us ideas, but we're
also going to hold community meetings all over the
country.

We plan to start these community meetings in
November or December. And we are certain that we will
have at least one in Oregon, particularly those of us
who love coming to Oregon, we're rooting let's come back
to Oregon. So we've had a wonderful, wonderful stay
while we've been here. Wonderful weather.

I know that Dr. Baumeister, who’'s planned
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this visit, organized to have the wonderful weather. We
give him total credit for that. 2And it really has been
wonderful.

At this point, though, we came here because
Oregon is the place to go in this country to find out
about listening to the American public about health
care, and giving us advice on what you learned when you
did this. And so, Dr. Baumeister and his staff have put
together a wonderful 1list of people who lived through
that experience to give us advice as we prepare to go
and listen to the American people.

So while today we're thrilled to see all of
you here listening, we won't be able to have an open
mike. We won't have an open community meeting. The
point of this really is for the working group to learn
from the people in Oregon who participated in that
process what they did right, what did they wrong so that
we do as good a job as we can going around the country
listening to people about their concerns and their
recommendations for the health care system.

So I'm sorry that we won't be able to hear
from all of you. I know that some of you would love to
be able to talk, and you will get a chance.

Unfortunately, it won't be today.
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We're waiting for Senator Wyden to get here.
He will be our first speaker. But in the meantime I
wanted to thank Dr. Baumeister, who 1is a member of the
working group, for getting this organized and for
bringing us into this beautiful city hall that we've all
been admiring and enjoying.

Thank you very much, Frank. And I think you
wanted to thank a few other people.

DR. BAUMEISTER: Yes. Good morning,
everybody.

I'm really influenced by the turnout here.

I have a lot of people to thank. You heard
said it's not what you know but who you know, and I
happen to know some people that really get things done.

I want to thank all the panelists for
participating. Most of them are with whom I've had a
personal or a professional relationship and I know their
qualities. And I'm very happy to have them here.

I'd 1like to thank Senator Wyden for
sponsoring this legislation along with Orrin Hatch. And
I would invite you all to read the bill, because it's a
rather remarkable bill that involves community, it
involves it nationwide. And then the final report by

law has to be heard by five congressional committees and
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the President.

What they do with it now, we can't hold a
gun to their head but we can put a fire in their feet.

I would like very much to thank John Santa.
John is Jjust remarkable. John put this entire panel

together and all I did was say "John, would you?" And

he said "Sure." And our relationship goes back about 25
or 30 years. And it's just been wonderful what he has
done.

Jan Murdock, who works with the Foundation
for Medical Excellence and for Governor Kitzhaber is
also been instrumental in obtaining lodging for the
working group and making arrangements that otherwise
could just not have been made.

Lisa Rockhour who works with Senator Wyden's
staff has been just really critical to this event.

And I would thank Commissioner Sam Adams and
his assistant, David Gonzales who have opened City Hall
to us and showed my friends here on this working group
incredible Oregon hospitality.

And I'd also 1like to thank Legacy Health
System who provided transportation for their shuttle
buses for our group to and from my house last night for

a dinner party that we held.
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So with that, I'll turn it back over to
Catherine McLaughlin, who did not particularly introduce
herself, but she is an internationally known health care
economist who has studied the uninsured and knows more
about the uninsured than most people are afraid to ask.
And she is an economist with a heart.

So, Catherine?

VICE CHAIRPERSON McLAUGHLIN: Isn’t that an
oxymoron?

Senator Wyden, we're glad to see you here.
All of last week, some of you may not know that every
time those of us who use MediaPlay hook onto it to
listen to our music, we saw a picture of you, Senator,
smiling on that computer screen. So you were in my heart
all last week every time I did that. So it's nice to
see you 1in person, and smiling. And we're looking
forward to hearing your remarks.

Everyone in the working group has heard from
Senator Wyden before, and I was very grateful to him as
Frank said, for getting this legislation through so that
we could go about doing this work. So we're eager to
hear your remarks, Senator Wyden.

SENATOR WYDEN: Well, thank vyou, Madam

Chair.
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And welcome to all of you. You are really
at ground zero in the effort to improve health care in
Oregon and our country. We're a state of health care
firsts. We were the first to come up with real home
health care for older people. We were the first to
figure out how you had to determine whether drugs were
effective for people. We were the first to say that we
had to make some hard choices in American health care.
You couldn't be everything to everybody.

I want to start by just saying how thrilled
I am that vyou're here and that vyour work is going
forward. I know that you all have been working your
heads off, listening to people around the country. My
sense 1i1s you're firing off emails to each other at 2:00
in the morning. I hope folks wunderstand that the

members of the Working Group have full time jobs.

They're not lobbyists or Washington insiders. They have
full time jobs - including being doctors who take care
of patients and advocates for people. I know that

you've been drafting, redrafting, and drafting some more
on the report that you're going to make public. And I
hope folks understand that in doing so you're making
history.

Never before have the American people been
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told where the health care dollars go today. Health
care reform in the past has been like telling people to
get dressed in the dark. How do you do that? How do
you find your clothes, let alone make the blue and the
red match? I can't even do that when the lights are on.

Nancy Bass is here somewhere. She's given
informed consent to marry me tomorrow night.

She was looking at some of your paperwork
the other day and she said "I'm just amazed. I'm amazed
at how hard this citizens' working group is going at
this." She said "They are working so hard, I get tired
looking at it. I'd like to sign everybody up for the
citizens' leisure group."

And I think that is where I want to start.
People are always asking me, “Well what are you up to?
What 1s this thing all about?” And I say. “Well
nobody's ever tried this before.” And people almost
always say "Oh, Ron, come on. People have been at this
health care deal for years and years." But the fact is
nobody's ever tried anything 1like this, which is to
start it outside Washington, D.C.; get it out of the
place where the lobbyists and the insiders can hotwire
their deals that are favorable to them.

So nobody has ever done this, and it's to

10
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ensure that there's public involvement. Then there is
real political accountability with hearings and action
after citizens of the country weighed in.

So in a few weeks vyou're going to be
starting the effort to walk people through the tough
choices in health care. And suffice it to say this isn't
an exercise for the fainthearted. These are incredibly
difficult choices and there aren't enough dollars to go
around. And as you say in your draft, we're spending
more than anybody else in the neighborhood. There's no
one else in the world spending as much as we are on
health care. One of the questions that I know you're
looking at is how can it be that with wonderful doctors
and hospitals and providers that our country runs 29th
in terms of health expectancy, in terms of actual
quality of life that people have? And I think the fact
that you're going to try to help the country figure it
out is a tremendous service.

I think the questions really are ones that
you can't duck and get at the challenge that we started
in Oregon almost two decades. I mean, we know we'wve got
to do more in terms of health care prevention. We don't
really have health care at all in the United States.

What we have is sick care. We wait until somebody is

11
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flat on their back in a hospital somewhere and say let's
take care of them. And Medicare shows the craziness of
all of this.

As you know, Medicare Part A writes some
huge checks for some of these hospital bills. And the
Medicare Part B won't write hardly anything to keep
people well, keep them from getting sick in the first
place. I think that's pretty bizarre even by the
standards of Washington, D.C.

So, we got to do more for prevention, but
there aren't unlimited dollars. So one of the questions
I think is should we do more in the preventive area to
try to keep people well even if it means we've got to
take some of the dollars that now go for services for
folks that have various illnesses? 1It's pretty hard to
be Santa Claus there. That's the kind of tough question
that I know has to be wrestled with.

The same challenge exists with end of 1life
care. This was a tough issue before the Terry Schiavo
case, and it is a lot tougher today. But the issue
really 1is there when the best doctors and the best
hospitals in the country tell wus that they can't do
anything to produce quality of 1life for the person and

that's medically effective, we ought to have a debate

12
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about what to do. Because we know that much of the
health care spending in those 1last few months of
somebody's life.

Another example is Medicare. You heard from
the experts. Medicare is the fastest growing program on
the planet: $3 trillion in 1liability. One of the
guestions I've been thinking about is why should Donald
Trump pay the same Medicare premium as an elderly woman
out here in southeast in one of the neighborhoods who's
got an income of $20,000 a vyear, early onset of
Alzheimer's and a big prescription drug bill? Not a
very easy question.

That 1s a debate about transforming a huge
really important social insurance program, but again an
important kind of question.

What about the administrative part in
American health care? The physicians on this panel can
tell you. I heard Bill Clinton gave a speech two nights
ago and said 35 percent of the health care dollar goes
to administration. I don't know if he's right. I don't
know who 1is right. I know you're wrestling with it.
But I don't think that there's a provider around and
certainly scores of consumers who can’t tell you the

system is choking on paperwork and forms and bureaucracy

13
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and red tape.

Tax policy -- We're spending more than $100
billion because we've made the judgment back in World
War II that health care should be tax exempt for the
employer and tax exempt for the worker. We spend more
than $110 billion on that. I think we ought to have a
debate about whether that's the best way to spend the
money .

I'd wrap up this section in terms of
questions by saying I do not pretend to have the answers
to the gquestions that I just posed. I wouldn't possibly
come before a group like this and say that I do. But I
do think that the public wants somebody with your
independence, your credibility and your expertise to ask
those questions so that they'll have a sense that people
like yourselves with your independence of judgment are
going to try to drive this debate rather than people in
Washington, D.C.

Usually when health care reform gets stuck
in the nation's Capitol, all the powerful lobbyists sit
where all of you are. They're the ones who almost always
find a way to get a seat at the table. What is unique
about this is this time they're locked out. The law was

written to do that. No members of Congress can serve.

14
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No lobbyist gets to serve. You were the ones who got to
fill out all the forms and make sure that you have
essentially what amounted to an ethical colonoscopy; the
Government threw the rope up here and said all of you
are independent and credible. And that's why we're
looking to your leadership.

I'd especially hope that the urgency of all
this can come through. We've had some discussions
about, and your Chair today, Catherine McLaughlin, makes
this point very eloquently, that people are told that
the sky is going to fall before, and we don't have
enough money and western civilization is going to come
to an end if you don't act. And people have heard that
before. But there are some forces at work today that
have never been present before. For example, we are
experiencing a demographic revolution.

On New Year's Day, January 1, 2007 we ramp
up to more than 15 million baby boomers retiring. We
have never had that before. They're going to need a lot
of health care. They're going to expect a lot of health
care. It's a driving force we've never seen before.

We've never had technology that pushed us to
the brink of immortality. We're not there yet. We're

kind of pushing our way up there, and the whole country

15
NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

16

is now wondering how to make the best use of these
wonderful devices and products.

My sense is we have never had a bigger gap
between the amount we spend and what we're getting in
return. We spent $1.8 trillion last vyear; more than
$6,000 for every man, woman and child; that is about
$25,000 for a family of four.

You could go out and hire an internist,
who'd make over $100,000 a year and would do nothing but
work for a handful of people, a family.

So all of those forces are different than
what we saw in the past 60 years as the country has
wrestled with this from Harry Truman in 1945 and the
8lst Congress all the way through Bill Clinton, and
everybody else. Our citizens want you to show us how we
can right this wrong.

Now today I think you're going to get a
whole lot out of hearing from some Oregon pioneers. I
call them pioneers because they merely start the whole
effort to say "“Look, in health care you can't do it
all.” There's some difficult kinds of choices that have
to be made and no matter how much money you spend,
there's never really enough. They were led by the next

speaker, Dr. John Kitzhaber.
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And what Dr. Kitzhaber really taught us, and
I think when you write the history of American health
care it's going to be a big big deal, is the decisions
about health care are going to be made one way or
another. But what Dr. Kitzhaber told us 1is they're
going to either be made in the front door with the
public involved and a real debate about the choices or
they're going to be made in the backroom and they're
going to be made without the public involvement. The
fancy word in Washington is called "transparency."
That's the new big, you know, buzz word. Everything's
got to be transparent. But you and I know it's about
the grassroots; it's about whether the public is going
to be involved.

So essentially what Dr. Kitzhaber and our
Oregon pioneers started close to 20 years ago was
something that was really Dbuilt around this public
involvement. They made the judgment that I know you're
looking at that health care 1s kind of 1like an
ecosystem. Everything is related to everything else.
And I think that's a critical concern as well.

And, frankly, as I look back on it, maybe
the pioneers will tell vyou other things, including

things we could have done differently. My sense is we
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didn't really ask for enough. Dr. Kitzhaber and I have
talked, and I have urged this with our state leaders.
I'd really 1like to see states go to the Federal
Government and say "Look, if you people aren't going to
get this health care thing right, 1let us take the
dollars home. Let us take the dollars home. Give us
waivers. Let us go out and do our own thing. Bring the
stakeholders to the table; the 1laborers, business and
seniors and disabled folks and minority and let us make
our own decisions."

There are a bunch of things that I think
that we probably would do over again if we have the
chance to do it. But I think the points that were made
then; got to make choices, got to do it in a public eye
and that health care is not just about dollars but it's
about wvalues. It's about the things that are really
important to you. Those are inescapable truths. And
those pioneers, in my view, really got it right.

Now I mentioned in the beginning that Oregon
was a state of health care firsts. I just want to
mention what I think the firsts are about your work and
the Citizens' Health Care Working Group.

For the first time with your leadership, the

national government is trying to improve health care
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with a bottoms-up effort starting outside of Washington,
D.C. rather than going top down with people in
Washington trying to drive it.

Second, nobody's ever been told where the
health care dollar goes before. I know that sounds
astounding. I've mentioned it to people and people say
"You know, I just wish I could just to one place and
have somebody tell me where the money goes, where all
these programs are." So my understanding is, and Dottie
has mentioned this, you're talking about a definition
sheet where you just tell people in plain understandable
language, here's what Medicare 1is, here's why it's
different than Medicaid. Here's this thing called
SCHIP. You know, all of us who talk about health care
rattle off SCHIP. I don't think most people on the
planet know what it is, probably they think it's
something for their TV set or something. But, as we all
know, it's a plan for poor children, especially after
Katrina.

So in telling people where the money goes,
we should be treating health care like an ecosystem.
Certainly after the debacle of '93 and '94 people
stopped treating health care like an ecosystem. We kind

of got it piecemeal; a little piece here and a 1little
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piece there. Boy, does that cause vyou problems.
Congress passed a prescription drug bill this year. I
voted for it. I still have the welts on my back to show
for that. But towards the end of the debate, out of
nowhere, people said well 1if we had this government
program for seniors and prescription drug coverage,
maybe the employers are going to drop their coverage.
Nobody wanted to do that. Certainly don't want to
discourage employers. So Congress without any debate,
without any hearings, without any discussion, said let's
spend $60 billion -- $60 billion -- on helping employers
keep their coverage. Nobody ever asked once, “Was that
the best use of $60 billion dollars?” Boy, you can buy a
lot of health care in this country for $60 billion,
serve a 1lot of people. And nobody ever had that
discussion because health care isn't treated 1like an
ecosystem anymore.

So the first time our national government is
going to make it convenient for people to participate,
what you're talking about going online and offline where
somebody can show up in their office or a senior citizen
center, type into the computer and get a sense of what
some of the choices are. That's a real service to

people.
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For the first time our government has said
that after the public involvement there's got to be
political accountability. And I wanted to come and tell
you that in particular Senator Hatch and I have got your
back on this. We sit on the Senate Finance Committee.
The law has Dbeen written so that this isn't about
another public opinion poll. This isn't about people
just jabbing about health care a 1little bit and then
going home.

When vyou're done, when the citizens have
been heard, the law states that Congress and the
President must act. They've got to quickly move not to
talking about what they're interested in, but what you
come up with. There have got to be hearings in the
Congress quickly while it's fresh 1in people's minds
about what the citizens want in America on health care.

So that's a lot of firsts. I'd wrap this up
simply by way of saying that together I think we can
figure this out. I think that the American people want
to think through health care for themselves.

And I am tremendously honored to represent
our state. I never thought when I came to Oregon to
start law school that someone 1like myself, a first

generation Jewish guy with a face for radio would have
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these opportunities for public service, or the
opportunity in particular to serve on the Senate Finance
Committee where could I make the extraordinarily
important work that you're doing really count.

I think the country is ready for this,
folks. If you walk people through the choices, if you
arm them with the facts, if you ask tough but important
questions in language resembling English so that it is
not health-speak, I think people are there. I think
this time we can do it right. I think this time together
in a partnership we can do something that we should have
done a long, long time ago, and that's to get health
care that works for all Americans.

(Applause) .

VICE CHAIRPERSON McLAUGHLIN: Thank you very
much, Senator Wyden.

We can take a few minutes for questions
before we move on.

I just wanted to thank you very much for
that talk. Everyone on the working group appreciates
your enthusiasm about not only this group, but health
care 1in general. And in the spring when you came to
talk to us at our first meeting you warned us that this

was like a trek through the Himalayas. And certainly
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after these last few days of hard work here in Portland,
we needed this energy boost that you just gave us. So
we're very grateful to you for coming here because it
has been hard work. And we vreally appreciate your
enthusiasm and your reminding us of what you and Senator
Hatch put into that legislation which, hopefully, a year
from now will make a big difference. So thank you very
much.

Did anybody want to ask Senator Wyden some
questions? I guess not.

SENATOR WYDEN: I've never heard this group
so quiet.

VICE CHAIRPERSON McLAUGHLIN: I haven't
either. I don't know. I'm not sure.

PARTICIPANT: It's not a question.

I'd just like to thank you for bringing out
the disabled community. I feel very welcomed here in
Portland. I think this is the most disabled people that
I've seen participate so far. I think this is an
important contribution and effort.

SENATOR WYDEN: I think you've made vyour
point.

I don't know where he 1is. Where 1is

Commissioner Sam Adams?
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VICE CHAIRPERSON McLAUGHLIN: He had to step
out, but he was here earlier.

SENATOR WYDEN: This is really the people's
happening. I mean, it's not really freedom wunless
everybody's free to have a chance to participate. And
just as we thought that the law that we wrote would
liberate health care, what we want to do is 1liberate
public involvement, not just for people who can spend a
lot of money and make long trips as you said, Montye.
But people who can see that government is more
accessible and convenient to them.

We're glad you're here.

VICE CHAIRPERSON McLAUGHLIN: Thank vyou
again, Senator Wyden.

SENATOR WYDEN: Well, thank vyou.

VICE CHAIRPERSON McLAUGHLIN: We also want
to wish you and Nancy the best tomorrow. We've been
told tomorrow's weather i1s supposed to Dbe picture
perfect, so you're starting off on a very good note.

SENATOR WYDEN: Was that part of your --

VICE CHAIRPERSON McLAUGHLIN: Probably.
Thank you very much.

Next we're going to hear from Governor

Kitzhaber. The Governor is a former emergency
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physician, a legislator and two term Governor of the
State of Oregon. All of you know this, but this is
being part of the formal record.

He is the past President of the Oregon State
Senate where he authored and implemented the ground
breaking, as we will hear more about, Oregon Health
Plan, now in its tenth year.

His legislative career, which began in 1979,
was marked by active leadership in the areas of public
education, community development, environmental
stewardship and a wide variety of health care.

In January of 2003 Dr. Kitzhaber began
serving as President of the Estes Park Institute, which
conducts six annual educational conferences for
community hospital.

And I must say I heard Governor Kitzhaber
give a talk about the Oregon Health Plan at a conference
this spring in Princeton, to which he got a standing
ovation. It was wonderful, wonderful information, and
I'm looking forward to hearing you share that with the
full working group here today.

Thank you for coming.

GOVERNOR KITZHABER: Thank vyou very much.

For the record, I'm John Kitzhaber.
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First let me say what an honor first of all
it is to have been asked to participate and to
contribute to this tremendous work that vyou're doing
here today. And I want thank Senator Wyden, and
certainly Dr. Baumeister for helping to put this
together, and all of you for the fine commitment that
you've made to what 1is a very very significant
undertaking.

I also want to extend my personal thanks to
Commissioner Sam Adams who, along with his staff, worked
day and night to arrange meeting rooms, to take care of
logistics to make this work. So I'm very grateful to Sam
and his staff.

I noticed from the screen up there that my
battery isn't fully charged. It ought to be Health Care
That Works for All Americans Group. I think you might
consider calling it the Health That Works for All
Americans Group, a point I'm going to come back to in a
minute here. I think we shouldn’t confuse health with
health care.

Before I start I just want to add to the

urgency, the sense of wurgency that Senator Wyden
indicated in his remarks today. I don't think we have
time in this country for incremental change. We need

26
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change of truly revolutionary scope if we want to get
ahead of this problem. And to illustrate that I want to
use the words of Denis Hayes, who 1is the Executive

Director of the Bullitt Foundation in Seattle, who puts

it this way. "Zeros matter. A million seconds ago was
last week. A billion seconds ago Richard Nixon was
resigning from the White House. A trillion seconds ago

was 30,000 B.C. and humans were just beginning to use
stone tools."

Our national debt is $7 and a half trillion
and it is escalating as the population ages. And while
Congress 1is preoccupied with the solvency of Social
Security, the real problem is Medicare. The Social
Security gap 1s around $5 trillion; big but with
retirement -- actually not even the retirement. You
don't even have to retire. When my generation turns 65
the unfunded liability in Medicare exceeds $60 trillion.
That's the magnitude of the problem that is rapidly
overtaking us. And it means that we've got to act
definitively and very boldly.

I was asked to provide an overview of the
Oregon story, if you will, one state's effort to try to
develop a more rational and accountable framework of the

allocation of health care resources. 2And I'd like to do
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that by trying to offer a personal perspective on the
Oregon Health Plan, about why it came about, some
thoughts on the larger context in which it was
developed, and also some 1lessons that can be learned
both from its successes and from its failures.

So for me the story began in May of 1986
when I was serving my first term as Senate President.
And during the interim, after the 1legislature had
adjourned, we had a budget deficit. And about half of
it was due to increased case loads and utilization costs
in the Medicaid program. So in order to comply with our
constitutional requirement to balance our budget, the
State Emergency Board took a number of actions to bring
the budget back into balance, one of which was to change
the eligibility standards of the Medical Needy Program
and to disenfranchise 4300 people from state health
insurance coverage.

And I remember being astonished at how easy
it was. We were 1in a hearing room and spring was
happening outside. And we looked at some numbers on a
piece of paper and took a couple of votes and the budget
was balanced. But also with the stroke of the pen we
dropped 4300 people from financial assess to the health

care system.
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And, of course, at the time none of wus
appreciated the fact that we were in, in fact, rationing
people. It was just a sterile budgetary exercise. But
it was disquieting. And unlike the other members of the
Emergency Board I was a physician. And I went back to
my emergency department and five months later I began to
see a few individuals in the ER who had lost coverage
because of that sterile budgetary exercise five months
earlier. And in most cases they were people who had
delayed seeking treatment for minor problems because
they were concerned about how they were going to pay for
it. And in one case it was a middle aged man who had
suffered a massive stroke because he had been unable to
access his blood pressure medications over the preceding
five months.

And that had a profound effect on me and
what happened subsequently. And that sustained that
disquiet I had felt when the Emergency Board had
disenfranchised these 4300 nameless, faceless people.
And I realized that they weren't nameless, faceless
people. They had names and faces and hopes and dreams of
their own. And this wasn't just a sterile budgetary
exercise. What we were doing by balancing the budget in

that way was to disenfranchise other people from access
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to the health care system, with very real human
consequences. We simply didn't have to be accountable
for them.

Now the next vyear in 1987, the Oregon
legislature voted to discontinue Medicaid funding for
major organ transplants, at the time, an optional
service. And there were some rational reasons that they
did that, which we can discuss later if you like. The
point 1is it was an explicit social rationing decision,
and it was totally uncontroversial and almost unreported
by the press. Probably because there was no one who
needed a transplant there at the time the decision was
made, something that was soon to change.

So the legislature adjourned in June. They
used to actually adjourn in June. And in November a 7
year old boy named Coby Howard showed up who had acute
lymphoblastic leukemia and needed a transplant. His
family was covered by Medicaid and the program no longer
covered that service, so his family turned to the
public.

Throughout the media now this problem was
played out on the nightly news and on the front page of
newspapers and the media fanned the public emotion to a

fever pitch while completely ignoring, in my view, the
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larger ©policy issues that surrounded this tragic
situation.

I remembered watching a very premature
infant die very quietly before my eyes of respiratory
distressed syndrome while I was an intern. And the
cause of his death, which essentially was lack of
prenatal care, was not as dramatic and apparently not as
newsworthy as dying for lack of an organ transplant.
But I can tell you from personal experience that it was
no less tragic because it was simply not reported.

So on Wednesday December 2nd Coby died at
Emanuel Hospital in Portland. This was indeed a very
real human tragedy. But it was also a sensational human
interest story and local and national media descended
upon Oregon, although they had totally ignored the
decision to cut the program a year earlier. And in the
wake of that publicity there was an effort mounted to
partially refund the transplant program, for it was
eight or nine people; the people who had applications
into the program at the time. And I opposed that motion.

The media saw this as a debate about
transplants; I saw it as a debate about how we allocate
limited public health care resources. So to me the

gquestion wasn't whether transplants had merits, clearly
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they often do. The question wasn't whether the state
could afford eight or nine more transplants; it could.
The question to me was simply this: If we're going to
spend more money on the public health care budget, where
should that next dollar go? What was the policy that
would lead us to fund transplants as opposed to further
expanding access to prenatal care? Is one more
important than the other? What was the policy that
would lead us to offer transplants to eight people as
opposed to 18 or 80? Where was the equity in taking a
group of poor individuals who had access to a fairly
good Medicaid Dbenefit package and adding transplant
coverage for a few of them while ignoring 20,000 or
30,000 people, also deeply impoverished, who had access
to nothing?

And what became clear is that there was no
policy. There was no policy whatsoever.

And while we could easily have funded
another eight or nine transplants, we had no way of
knowing or being accountable for the consequences of not
spending those resources on other individuals in Oregon
who were deeply in need and excluded from the system
altogether. And it was ©precisely this 1lack of

accountability in the way in which we allocate our
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public resources for health care, which we were trying
to address with the enactment of the Oregon Health Plan.

Now to understand the nature of the Oregon
Health Plan and also the lessons I think it has to offer
to this working group, I think it's necessary to review
the underlying structure of the U.S. health care system
in which all state reform efforts must necessarily take
place. And I think this is important because you're not
about changing the health care system in Oregon here.
Your charge is to make a recommendation about how to
change that 1larger U.S. health care system which
influences everything we do at the state level.

I think that the single major structural
flaw in the U.S. health care system is that it was built
around the concept of categorical eligibility rather
than around a commitment to wuniversal coverage which
means that in order to be eligible for publicly
subsidized health care in America, unlike public
education in which everybody's eligible; in order to be
eligible for publicly subsidized health care you have to
fit into a category, and those categories were
established with the enactment of Medicare and Medicaid
four decades ago.

Now the enactment of those two programs with
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the existence of employment private-based coverage left
the U.S. with a public/private health care financing
system with two major arms. A private arm, primarily
employment-based coverage, as you know. And then the
public arm, which is essentially Medicare and Medicaid.
But because the system was developed around a concept
of categorical eligibility rather than commitment to
universal coverage, a growing gap began to develop
between the public and private arms of that system. And
in that gap were people who don't fit into a category,
if you want to look at it that way.
They're not 65, so they're not eligible for
Medicare. And they don't meet the income or categorical
eligibility requirements for Medicaid. They don't have
work-based coverage and no one will insure them in the
private individual insurance market.
Today, as vyou know, there are over 45
million people in that coverage gap, including 600,000
people in this state alone. And a gap exists Dbecause
we've organized our system around categorical
eligibility rather than around universal coverage. And
we have therefore avoided explicitly answering as a
society a very fundamental question, which every other

industrialized nation in the world has answered in some
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form or another. And that question is simply this:
“Who has the responsibility to pay for the health care
needs of citizens who can't afford to pay for it
themselves?” And because we've never answered 1it, we
have to allow the economic market to make the decision
for us. But economic markets are designed to make a
profit, not to foster social responsibility. So it
shouldn't come as a big surprise that no one goes out
and competes to take care of people who can't pay for
it.

Why is that so surprising? In fact, in our
market oriented terminology people who have a payment
source are referred to as market share. And we compete
for them. And people who don't have a payment source
are referred to as liabilities. And we avoid seeing them
through adverse selection and through cost shifting.

Now if you think about it, the ability to
cost shift serves as a pressure valve in our system and
it also reduces the accountability and thus the
political pressure needed for needing full reform. And
you know how it works.

People who don't have coverage, who find
themselves in that coverage gap, eventually many of them

get sick enough and go to the emergency room where
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federal laws require that they be seen and treated. And
then the uncompensated costs are simply shifted back to
both the public and private third party payers through
incremental increases in their insurance premiums and
their bills.

Now those third party payers then seek to
shift the cost back on the individual. States do it by
manipulating income eligibility to reduce the number of
people who are on Medicaid; it's what we did in 1986.
Employers either drop coverage altogether, which is a
steady trend, or they increase co-payments and
deductibles that shift costs on to individuals who at
some point can no longer afford to pay for their health
care services. So they've actually simply increased the
number of people in the coverage gap, they go back to ER
and the cycle is repeated.

It was this cycle, this wvicious cycle, and
the implicit rationing that goes along with it that we
were trying to address with the enactment of the Oregon
Health Plan.

Now, as I mentioned earlier during that two
day debate over the transplant program, I kept asking
myself if we're going to spend more money in the public

health care budget in Oregon, where should the next

36
NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

37

dollar go? And, of course, the answer to the question
depends on what you're trying to accomplish with the
allocation. So is it the objective to ensure that all
citizens have access to the health care system, or is
our objective to ensure that all our citizens are
healthy? 1It's not the same thing at all.

And I think that our objective 1is or
certainly should Dbe health rather than simply the
financing and delivery of health care. My point being
this: Health care is a means to an end; it is not an
end in itself. It has no intrinsic wvalue outside its
relationship to health except as an economic commodity,
which is pretty much how the current system treats it.
And, of course, that's a large part of the problem.

So clearly, access to some level of health
care 1s necessary for individuals to remain healthy.
Yet the fact remains that not everyone has the financial
access to pay for their health care, which gets us back
to the question of who has that responsibility.

So what we tried to do first and foremost in
the Oregon Health Plan besides clarifying our objective
was health not just financing and delivery health care,
was to try to answer that question of responsibility by

establishing that the state would assume responsibility
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for financing health care to the poor, which we defined
as anyone with an income at or below the federal poverty
level.

Now, 1in retrospect, particularly given the
rise in health care costs, you could argue that that was
way too low. You should have established it at 150
percent or 200 percent of the federal poverty level. But
the important aspect of this decision is that it
represented a clear rejection of the principle or
concept of categorical eligibility.

We believed that the sole criteria to access
publicly financed health care, at least for the Medicaid
program, should be financial need, not merely a set of
categories that were created four decades ago and that
excluded poor men and poor women without kids who were
pregnant, no matter how impoverished they might be.
That made no sense to us. We couldn't find any way to
justify it.

And of equal importance was the fact that we
proposed to establish that eligibility criteria in
statute to make it hard to change, thus removing one of
the major tools of the implicit rationing by the
legislature, who was simply manipulating eligibility.

Now, by clearly defining the public sector
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responsibility, and that's why I think 1if the nation
were to say we're going to have universal coverage,
we're going to assume that responsibility, you
significantly shift the focus of the debate of
eligibility to benefit -- from who is covered to what is
covered.

I mean, my God, in Medicaid there are 28
different statutory eligibility categories. Do you know
how much money we spend trying to discern which are
deserving and which are undeserving? It's a nightmare.
It makes no sense. It defies common sense. It defies
logic.

So if you can shift the focus of the debate
from the eligibility to Dbenefit, then instead of
debating which individuals should receive funding for
which services, and by implication which individuals
should be denied those services, we would instead ensure
that everyone had access to the health care system and
then we would debate the funding priority established in
each specific service available.

So as a consequence, establishing priorities
to an open and explicit and accountable process became
the centerpiece of the Oregon Health Plan, and it's

based on a clear eyed recognition that we were dealing
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with public resources, and that public resources are
ultimately finite.

States, unlike the federal