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HOUSE JO NT MEMORI AL 4014

St ate of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Sessi on

By Representatives Morrell, Cody, Darnei | | e, Hanki ns, Lovi ck,
Linville, Kessler, Mrris, Goodman, Cibborn, WIlIlians, Geen, G ant,
Kagi, Moeller, Conway, Seaquist, Kenney, Mlntire, Schual-Berke and
Hur st

Read first tine 02/ 02/ 2007. Referred to Commttee on Health Care &
VWl | ness.

TO THE HONCRABLE GEORGE W BUSH, PRESI DENT OF THE UNI TED STATES,
AND TO THE PRESI DENT OF THE SENATE AND THE SPEAKER OF THE HOUSE OF
REPRESENTATI VES, AND TO THE SENATE AND HOUSE OF REPRESENTATI VES OF THE
UNI TED STATES, | N CONGRESS ASSEMBLED:

We, your Menorialists, the Senate and House of Representatives of
the State of Washington, in |legislative session assenbled, respectfully
represent and petition as follows:

VWHEREAS, The WaAshi ngton State Legislature finds and declares that:

(1) The objective of our health care systemis health, not just the
financing and delivery of health care services;

(2) The objective of "health" cannot be achieved unless al
individuals have tinely access to a basic set of effective health
servi ces;

(3) Public resources are finite, and therefore the public resources
avai lable for health care are also finite;

(4) Finite resources require that explicit priorities be set

t hrough an open process wth public input to determne what wll and
wi Il not be financed with public resources; and
(5) Those with nore disposable incone wll always be able to
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purchase nore health care than those who depend solely on public
resources; and

WHEREAS, The Washington State Legislature finds that:

(1) The current health care systemis unsustainabl e due to outdated
federal policies reflecting the realities of the last century, rather
than the realities of today, and is based on a set of assunptions which
are no | onger valid,;

(2) The ability of states to maintain the public's health is
increasingly constrained by these federal policies which were built
around categories rather than a conmtnent to ensure all citizens have
tinmely access to effective health services;

(3) Federal prograns, which were established through three specific
acts of Congress in the last century, were enacted separately at
different times for different reasons and reflect no sense of common
pur pose;

(4) The economc and denographic environnent in which these
prograns were created has changed dramatically over the past 50 years
while the prograns thenselves continue to reflect a set of
ci rcunstances that existed in the md-20th century;

(5 Any reformeffort that fails to address the contradictions and
i nequities enbodied in these federal prograns and fails to bring them
into alignment with the realities of the 21st century will also fail to
achieve neaningful reform perpetuating the status quo and the
contradictions, inequities, and consequences outlined in this Menorial;
and

(6) Any strategies for financing, mandating, or devel oping new
prograns to expand access that fail to address what will be covered
Wi th public resources and how those services will be delivered will do
little to stem escalating nedical costs, nake health care nore
af fordabl e, or create a sustai nable system and

WHEREAS, The Tax Reform Act of 1954 excluded the cost of enployer-
sponsored health insurance fromthe definition of taxable incone, thus
granting a public subsidy to enpl oyer-sponsored coverage and creating
the major private sector conponent of the current United States health
care system

(1) Since it was created over 50 years ago, the public subsidy of
enpl oyer - sponsored coverage has grown nationally to over $200 billion
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a year and is financed by all taxpayers, including a growi ng nunber of
wor kers who do not benefit from enployer-sponsored coverage and are
of ten uni nsur ed;

(2) This subsidy is extrenely regressive, nmeaning that it is nore
val uabl e to enpl oyees in higher tax brackets than to those in | ower tax
br acket s;

(3) Since the inception of the public subsidy of enployer-sponsored
coverage, a highly conpetitive global econony has devel oped which
increasingly puts United States businesses at a conpetitive
di sadvantage with businesses in other countries not burdened by the
spiraling cost of providing health care to their enployees;

(4) As the cost of health care continues to increase, the nunber of
private sector enployers offering health insurance coverage to their
enpl oyees is steadily declining, currently at a rate of over four
percent per year;

(5) As the cost of health care continues to increase, enployers
have shifted additional costs to enployees through higher prem um
contributions, higher deductibles, higher coinsurance, and higher
copaynents or have decreased benefit levels to help keep costs down;
and

(6) Conflicts over the cost of health care are a key elenent in
virtually all |abor disputes, often resulting in work stoppage and | ost
productivity; and

VWHEREAS, Medi caid was enacted in 1965 to inprove financial access
to health care for certain categories of poor citizens, primarily:
Poor wonmen and children; those who are blind; and those wth
di sabilities. Only those who fit into one of these categories are
eligible for the program |In addition, Mdicaid pays for the prem uns,
coi nsurance, and deductibles for |owincone seniors who are covered by
Medi care and pays for services like long-term care which are not
covered by Medicare, giving these individuals "dual eligibility":

(1) Because eligibility for Medicaid is based on "categories,"” not
strictly on financial need, current federal policy has created a
distinction between the "deserving poor," those who fit into a
category, and the "undeserving poor," those who do not. As a
conseguence, nmany poor citizens are ineligible for Medicaid even though
they are deeply inpoverished,
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(2) There is a huge admnistrative cost involved with determ ning
who is eligible for the 28 different Medicaid categories which exist
t oday;

(3) Those who have dual eligibility in both Medicaid and Medicare
account for only 14 percent of Medicaid enrollnent but over 40 percent
of program cost, making them the nost expensive part of the Medicaid
popul ati on. As the popul ation ages, the nunber of those with dua
eligibility will increase substantially, driving up the cost of the
program and

(4) Medicaid has becone a backstop for the decline in private
sector enpl oyer-sponsored coverage. Twenty years ago 75 percent of
those enrolled in Medicaid were receiving welfare, while today |ess
than one-fourth are receiving public cash assistance. Mst of those on
Medi caid are workers and their famlies who sinply have nedi cal needs
whi ch they cannot afford; and

VWHEREAS, Medi care was enacted in 1965 in order to inprove financia
access to health care for older citizens. It is an entitlenent program
beginning at age 65 regardless of the incone of the retiree and is
financed primarily by taxes paid by those who are currently worKking.
It covers acute care services but not |ong-termcare services:

(1) Forty years ago those over the age of 65 constituted the single
poorest segnent of the population, but Social Security and Medicare
have greatly inproved the financial status of nmany seniors after
retirement. Yet all retirees are entitled to publicly financed health
care paid for primarily by current workers, many of whom cannot afford
health care for thenselves and their famlies;

(2) Medicare does not cover long-term care, therefore those who
need long-term care services nust spend thenselves into poverty in
order to becone eligible for Medicaid, dual eligibility, at which point
their needs conpete directly wth those of poor wonen and chil dren; and

(3) Certainly there are many frail, elderly citizens who need and
deserve publicly subsidized health care, but there are nmany children
and working citizens who deserve exactly the sanme thing and are
eligible for nothing; and

VWHEREAS, These outdated federal |aws were enacted over the past 30
years and increasingly jeopardize the health of our population,
underm ne the strength of our econony, and put the future of our
children at risk; and
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VWHEREAS, These federal prograns have resulted in the follow ng
conseguences:

(1) Msaligned Incentives: The incentives in the current system
are aligned to finance health care services rather than to produce
health. These incentives reward the use of procedures and technol ogy
to treat the nedical consequences of disease and disability rather than
to prevent it in the first place. M saligned incentives encourage the
overutilization of resources with little regard for the health benefit
produced, particularly froma popul ati on st andpoi nt;

(2) Rising Health Care Costs: M sal igned incentives, an aging
popul ation, a growing incidence of chronic disease, a financing
structure which shields the true cost of treatnent decisions fromboth
providers and consuners, and advancing technology have all led to
dramati c nedical cost inflation. The cost of health care is grow ng at
an average three tinmes as fast as general inflation, dramatically
exceeding the growh in state revenues, workers' wages, and typica
busi ness ear ni ngs. The United States spent $1.9 trillion on health
care in 2004, $6,280 per person which far exceeded the anmount spent by
any other country in the world, many of which have far better
popul ation health statistics than does the United States;

(3) Cost Shifting: As health care costs increase, both enpl oyers
and states are forced to drop people frominsurance coverage, steadily
driving up the nunber of uninsured citizens who cannot afford the cost
of care. Many of these people delay seeking needed treatnent unti
they are very sick, resulting in higher needs when they turn to nore
costly levels of care and hospital energency roons, where federal |aws
require that they be seen and treated. The resulting unconpensated
cost is then shifted back to public and private third-party payers,
i ncl udi ng governnent health care prograns financed by taxpayers, and to
enpl oyers offering health care coverage to their workers, forcing them
to drop nore people fromcoverage, repeating the cycle;

(4) Increasing Uninsured: Over 15 percent of Washingtonians,
approxi mately 700,000 people, do not have health insurance. These
i ndividuals receive |l ess effective care and receive it later than those
W th coverage, often when they are very sick. On average they are |ess
healthy and less able to function effectively in their daily I|ives.
This pattern of delayed treatnment shifts costs to those who do have
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coverage, creating a cycle that increases costs and nakes health care
unaf f ordabl e for even nore WAshi ngtoni ans;

(5) Inpact on Individual Washi ngtoni ans: Ri si ng health insurance
prem uns are far outpacing inflation, which has caused wage growh to
| ag, thereby reducing take-honme pay. In addition, nearly two in five
adul ts now have difficulty paying nedical bills, and nearly half of al
individuals who file for bankruptcy do so due to nedical expenses.
Washi ngton workers are | osing jobs as busi nesses nove the production of
goods and the provision of services abroad where health coverage is not
an expense and | abor costs are lower. So, not only are wages | aggi ng
and nedical bills nmounting, but jobs are disappearing as well;

(6) Inpact on the Health of Washi ngtoni ans: Washington falls short
in optimzing the health of its citizens as federal prograns have
created a system where resources are continually focused on acute care.
This neglects the significant contribution of prevention activities
that inprove quality of life, reduce the burden of disease and chronic
i1l ness, and reduce the costs of acute and chroni c di sease nmanagenent;

(7) lnmpact on Washi ngton's Businesses: Enployers have been faced
with spiraling premuns or, in the case of large self-insured
enpl oyers, wunrelenting increases in nedical clains costs. These
i ncreases have reduced the profitability and conpetitiveness of many
enpl oyers and the wages they may pay their enployees. Their response
in many i nstances has been to reduce benefits or contribution |evels,
to pass the additional costs on to their enployees through cost
sharing, or to drop coverage for their enployees or their enployees'
dependents; and

(8) Inpact on Washington's Budget: Rising health care costs have
had an increasing inpact on the state's budget. Wile enrollnent grew
in Washington's health prograns during the 1990s, state revenues did
not keep pace with the costs of providing health care services to an
expandi ng popul ation. During the recession and the subsequent budget
crisis in the early part of this decade, the state was forced to cut or
reduce essential health care coverage to thousands of Washi ngton's nost
vul nerabl e residents because it |acked adequate resources to pay for
that coverage, or conpeting priorities required the reallocation of
those public resources to other areas. Many Washi ngt oni ans who | ost
coverage because of these actions ended up in the energency room often
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when they were very sick and needed nore costly care, and the
unconpensat ed cost was then shifted back to the state; and

VWHEREAS, Unless these federal policies are fundanental ly changed,
they will lead to the foll ow ng consequences in the future:

(1) Medicare Insolvency: The pendi ng insolvency of the Medicare
program is being driven by a huge denographic shift. Since 1900 the
United States popul ation has tripled; the popul ation of those over the
age of 65 has grown ten tinmes; and the popul ation over the age of 85
has grown 30 tinmes. Today 13 percent of the popul ation of the United
States is over the age of 65, by 2030 twenty percent will be over the
age of 65. The fastest growi ng segnent of the United States popul ation
is people over 100 while the second fastest grow ng segnent is people
over the age of 85. W are experiencing profound social and econom c
consequences due to very high proportions of elderly persons, very high
dependency rati os acconpani ed by continuing low fertility, and very | ow
nmortality. 1In 1957 a woman had, on average, 3.8 children. Today she
has 2.0. During the last half century an extraordinarily |I|arge
generation has been followed by an extraordinarily small generation
In March of 2005, the board of trustees for Social Security and
Medi care warned that the Medicare trust fund will becone insolvent in
2018. Trustees also reported that Medicare's expenditures will surpass
Social Security's by 2024 and double them by 2079. Medi care's tota
unfunded liability was shown at $65.4 trillion, wth the new
prescription drug benefit accounting for $18.2 trillion. In 2004,
Medi care accounted for 8 percent of all federal incone taxes. This is
estimated to rise to 19 percent in 2015, 32 percent in 2025, and nore
than 90 percent by 2075;

(2) Currency Crisis and Loss of Self-Determ nation: The United
States national debt is now approaching $9 trillion and is escal ating
even as the population ages. Wile Congress is preoccupied with the
sol vency of the Social Security system the real challenge is Medicare.
The Social Security gap is around $5 trillion but, by conparison, when
t he baby boom generation reaches age 65 the unfunded entitlenment in
Medicare will exceed $65 trillion. This staggering deficit is being
financed largely by selling United States securities to China and to
other countries still wlling to purchase them | f these nations
decide to stop underwiting United States deficit spending we will face
a currency crisis, a stock market crash, and soaring interest rates.
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And while this may not happen in the imrediate future because these
other nations want our econony to remain strong so United States
consuners can buy their goods and services, it is no |onger our
decision to nake. W have handed nuch of our financial future over to
sone of our mmjor international conpetitors;

(3) Gowing Market Instability: Over the last 12 years, the
national percentage of private sector enployers offering health
benefits has dropped 32 percent, and the deterioration is accel erating.
Bet ween 1991 and 2000, the average erosion rate was 2.4 percent, but
during the recent recession this erosion rate alnost doubled, to 4.5
percent. Private sector coverage and individual paynments for health
services have |l argely cross-subsidized publicly financed coverage over
the past few decades, and the escalation of health care costs is
forcing states and the federal government to cut back on Medicare and
Medicaid allocations, <creating a growng conflict between the
i ncreasi ng demand for services and declining resources. Private sector
coverage alone expends about half of all health care dollars. As
enpl oyer - sponsored coverage continues to decline there will be a steady
decline in the total amount of noney available to buy health care

products and services. Over time this wll adversely affect the
financial outl ook of health care conpanies, negatively inpacting their
margi n, stock price, market capitalization, and credit. And because

health care spending accounts for one out of every seven dollars and
one out of every 11 jobs in the United States, these disruptions in the
nation's health care econony will cascade to the larger United States
econony, generating growing market instability; and

WHEREAS, It is the goal of the Washington State Legislature to
optimze the health of Wshingtonians and the value of the public
resources spent on health care;

NOW THEREFORE, Your Menorialists respectfully pray that the United
St ates Congress: Amend the Tax Reform Act of 1954, Medicaid, and
Medicare to create a sustainable system which allocates the public
resources currently being spent on health care according to the
followi ng principles; and grant authority for the State of Washi ngton
to allocate the public dollars currently being spent on health care
wWithin the state to create a sustai nable systemwhich will optim ze the
health of Washingtonians wthin the context of the follow ng
princi pl es:
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(1) Eligibility and Equity: Al individuals wll be eligible for
and have tinely access to at |east the sane set of essential, effective
heal t h servi ces;

(2) Financing: Financing of the health care system should be
equi table, broadly based, and affordable to all individuals;

(3) Popul ation Benefit: The public will set priorities to optim ze
popul ati on health, seeking the greatest health benefit for the |argest
nunber of peopl e;

(4) Responsibility: Responsibility for optimzing health will be
shared by the individual, the health care system and the comunity.
| ndi vi dual choices that | ead to healthy outcones will be supported by
a partnership between all three;

(5) Education: The systemw | provide information, resources, and
incentives for individuals to actively participate in activities to
keep thenselves well and take part in decision making about their
heal t h;

(6) Effectiveness: The relationship between specific health
services and desired health outcomes w il be backed by unbiased,
obj ecti ve nedi cal evidence;

(7) Efficiency: The admnistration and delivery of health services
wi Il use the fewest resources necessary to produce the highest quality;

(8) Explicit Decision Mking: The criteria for decision nmaking

wll be clearly defined and accessible to the public, including clear
l'ines of accountability for the decisions thenselves;

(9) Transparency: The evidence used to support decisions will be
cl ear, understandabl e, and observable to the public;

(10) Economic Sustainability: Health care expenditures wll be

managed to ensure sustainability over the long term wusing efficient
pl anni ng, budgeting, and coordination of resources, based on public
val ues and recogni zing the inportance of public expenditures on private
heal th care;

(11) Aligned Financial Incentives: Fi nancial incentives wll be
aligned to support and invest in activities that will achieve the goals
stated in this Menorial;

(12) Prevention: Health pronotion and di sease prevention efforts
shoul d be enphasi zed and strengt hened,;

(13) Community- Based: The delivery of care and distribution of
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resources will be organized to take place at the comunity |evel,
unl ess outcones or accountability can be inproved at regional or
statew de | evel s; and

(14) Coordination of Care: Col | aboration, coordination, and
integration will be enphasized throughout the health care system

BE IT RESOLVED, That <copies of this Menorial be imediately
transmtted to the Honorable George W Bush, President of the United
States, the President of the United States Senate, the Speaker of the
House of Representatives, and each nenber of Congress fromthe State of
Washi ngt on.

~-- END ---
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