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SENATOR NIA H. GILL (Co-Chair): Good afternoon.

Welcome to the joint Committee of Commerce, and Health
and Senior Services. This Committee will be chaired by myself and, of
course, the distinguished Loretta Weinberg.

As we all know, the Federal healthcare reform is now law. So
today we are not going to debate the merits of healthcare reform; we are
going to discuss the implementation of this law and how the State should
best proceed.

Today’s meeting will be divided into two aspects: the Federal
health reform law, Medicaid expansion, and the creation of the statewide
health insurance exchange. I want the Committee and the public to be
aware that throughout today’s meeting, many of our invited guests will use
the term consumer when referring to those who purchase insurance. I would
like to clarify that, in this context, consumer means both individual and
employers.

I turn the mike over to Senator Weinberg.

SENATOR LORETTA WEINBERG (Co-Chair): Well, I'm
going to take advantage.

We did have a Health Committee meeting just preceding this,
so obviously it’s the Health Committee that’s the most well attended.
(laughter)

SENATOR GILL: That’s because the Commerce Committee
was further away.

SENATOR WEINBERG: Yes, right, okay. Well, hopefully

they’re traveling--
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SENATOR GILL: Takes us a little time to find our way.
(laughter)

SENATOR VITALE: That’s true. And as Vice Chairman, I
want to welcome you.

SENATOR GILL: Thank you very much.

SENATOR WEINBERG: Just to add to what the Chair of the
Commerce Committee, Senator Gill, said, the states are responsible for
meeting the Federal requirements which are outlined in the law. And they
include creating temporary high-risk pools; establishing a standard medical
loss ratio; and the requirement that children remain covered on their
parents’ health plans until the age of 23 -- although I think in our state we
already do that -- I think it’s 26, actually; broader provisions of health
reform, such as the Medicaid expansion insurance mandates -- even though
we have not been following that right here in New Jersey -- and the health
benefit exchanges.

So we hope to hear from our invited guests what is happening
here so that we can’t wake up early one morning and find out that New
Jersey has not been responsive to what the Federal mandates are.

Does somebody have a list of the speakers available here?

SENATOR GILL: And while we get a list of the speakers, of
course we would like the ranking -- so as not to say the senior -- most senior
-- Republican to make an opening statement if he would like.

Senator Singer? You have none?

Is there anyone on the Republican side who would like to make
an opening statement at all? (no response)

See how bipartisan we are in the Commerce Committee?

2
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Okay, then we will start with the first witness, Mr. Dave
Knowlton.

Thank you very much, sir.

DAVID L KNOWLTON: Thank you, Senator, Madam Chair;
Senator Weinberg.

Senator Gill asked me to do a presentation on an overview of
the elements of reform, particularly surrounding the exchange; and that’s
what I'm going to do. I have handed out my material to you so that you
can follow on along if you'd like, because to take on the challenge of
presenting all the information about an exchange would take a very long
time to do that -- it’s very nuanced, it’s very complicated.

I’'m not going to take a position on anything; I'm going to try to
describe how it works at a very high level. I also understand from your
staff, Senator, that the Department will be following me and they have
some specifics about how New Jersey is specifically responding.

SENATOR GILL: Yes, they will.

MR. KNOWLTON: Okay.

So let’s get into it. What is an exchange? An exchange is really
a virtual marketplace where the consumer can compare insurance costs and
benefits side-by-side and make purchases of insurance. People will be
subsidized; you will need to have information on what those subsidies look
like. You may actually have something online so that people can actually
see how their subsidies would play out within the exchange.

The exchange is the place that people who do not have
insurance will be going to get insurance under the new law, if they don’t

have it through other means.
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There are four principles of exchanges; I like to call them the
four As. And I would hope that legislators would keep in their mind these
principles as they examine the exchange information that will come before
you.

Availability. Is access granted geographically? Can people get
the care they need? Is care available?

Is it adequate? Are there adequate numbers of networks,
benefits, and providers?

Is it affordable? The fact that there may be subsidized
premiums doesn’t mean that the there may not be cost shifting within the
benefit itself. Is it affordable?

And finally, is it administratively simple? Is it able to be
understood? Are people going to be able to make good decisions as they
look at information and choices?

What the exchange requires is adherence to qualified health
plan rules -- that certification, recertification, and decertification -- how
would that work?

Essential health benefits -- meeting the Federal guidelines which
includes all the things you would think: hospital emergency, prescription
drugs, behavioral health, rehab, maternity, etc.

It requires a toll-free call center. It requires the maintenance of
a website with plan information in a standardized format, and it’s one of
the first things that -- deliverables -- that you have to provide -- you have to
provide people.

And it requires an online calculator to determine the actual cost

of coverage. Now, this is actually a picture of an online calculator that the
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Kaiser Family Foundation actually uses right now. You can get that online
at their website. And to show you what a calculation looks like, showing
not only the premium that you would pay if you were not on this income --
this is a premium unsubsidized; and this is what you’d pay subsidized,
about 10 percent of that premium.

I think there’s a lot of potential to a national insurance
exchange. Though economies of scale can be gained, and some increase
insurance market efficiency, it’s also an opportunity for greater market
oversight. This transparency -- getting some transparency into the system
and new opportunities for insurance market competition, which has long
been an objective of reform and of the exchange.

So let’s go over some of the key issues. And I, again, apologize;
you kind of need your seatbelts to go through this so quickly. Some key
issues -- exchange functions and authority: Should there be active or
passive oversight? Should you just say, “Okay, whatever plan wants to
come in, can come in,” or should you have strict rules of who can get into
the exchange? Because remember: This is where consumers -- Senator Gill,
you were correct -- consumers, being both employers and individuals, are
going to be buying policies.

Who can participate in the exchange? Can everybody
participate? Is this an all-comers can participate, or can only certain select
people who meet certain select criteria participate? Are you going to set the
rules governing insurance that’s sold inside and outside of the exchange?
Will company A, if they sell within the exchange, have to adhere to

different rules in the products that they sell outside the exchange? There’s
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been debate in some states of making them the same; I don’t know anyone
who does yet.

Concerns about risk selection -- and I'll talk a little bit more
about that later -- but if plans are subject to tremendous adverse selection
because they're in the exchange, they will follow the downward spiral of --
death spiral -- of insurance and they won’t survive. You have to be able to
know that you can manage adverse selection and risk.

Should the exchange be the exclusive source for certain markets
-- for the poor, for people transitioning from Medicaid -- so that they would
be the only place to buy these services; or should they be just an alternative
source for some markets?

The premise of why they put an exchange into the-- Well, the
practical answer why they put an exchange in was because Massachusetts
did, and it worked. But the reason that the exchange, in theory, is in is
because health insurance markets haven’t worked very well. You go out and
buy auto insurance, you can go see some basic coverages and say, “What’s it
going to cost me?” and make a decision. Health care is a good deal more
complicated, and whether you get the adequate coverage that you need is
not quite as easy to figure out.

In addition, exchanges can really be designed to create oversight
and structure to insurance markets that make some good determinations.

One of the most exciting areas of the exchange is its role in
addressing the costs of care. They can be given the authority to negotiate
with plans over price. Some states have chosen not to do that; and some
states they might do that. They can look at standardized benefit packages

to promote price comparisons by both the employers and consumers. They
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can look at fixed employee contributions to promote lower cost -- requiring
a fixed contribution. The public plan could catalyze private plans to
become more cost efficient if the exchange has an alternative that’s a public
plan or a quasi-public plan. The public plan would be something like
Medicaid for everyone. A quasi-public plan might be something like access
to the State health benefits program or something like it, administered
externally to the State but sponsored by the State.

And finally, greater insurance transparency will promote more
informed consumer choice and give incentives for efficiency because you
would be able to track what’s happening. The exchange is intended to be
very transparent.

Getting people into the exchange in enrollment is always a
challenge. And the exchange is going to have to have ways to facilitate
enrolling people. They’re going to need reliable information on options and
all processes within the exchange. They're going to need help centralizing
how you would choose plans, and how to determine a subsidy. Let me
explain: If someone is insured by their employer, they have a standard
plan. Let’s say it’s a woman. She becomes pregnant; she decides she’s
going to leave her job for a period of time, longer than just family leave.
That alters her income. She is now eligible for a different level of subsidy
than she was when she was in her employer’s plan. Then let’s say she’s
been out for a couple of years; she goes back in again to the workplace. The
subsidy equation shifts again. So if we don’t figure a way to make it very
easy for people to understand, this is going to be a nightmare -- trying to

figure out who’s entitled to what subsidy at what level, in terms of the

program.
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How are people going to make payments can be determined by
the exchange. They can centralize that if they wish. Payments could go
through the exchange if you thought it was the right way to go.

And tracking enrollment and disenrollment -- to minimize the
coverage gaps that I talked about.

Exchanges don’t have to just be about how they get people
enrolled, they could also be involved in requiring people to report on
quality, investigate complaints. They can be a gateway for Medicaid and
SCHIP. And one of the things, as you can imagine -- people who have
lower-end jobs may move in and out and need transition. The transition
between the exchange and Medicaid, the exchange and SCHIP, is going to
be a big issue.

They will allow participating plans to be evaluated, and they
can establish and publish comparative standards so people can get
comparative information, much as the Senate Health Committee pushed
when they pushed for patient safety reporting, cardiac reporting, other
levels of reporting in the state.

Now, all the comments I just made are what exchanges are
doing generically. Frankly, New Jersey’s way ahead of the game. If you
Jlook at the President’s health reform, New Jersey is way ahead. We, for
example, have no penalty for pre-existing conditions and we haven’t had for
a long time. We have guaranteed issue and guaranteed renewal. We have
no medical underwriting permitted in our individual and small group
markets. The Kids First (sic) law that was passed -- Senator Vitale’s bill --
got all kids covered in New Jersey. We have medical loss standards right

now that exceed the Federal standards, not only the level but a stricter
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enforcement of what can be included in those standards; we have no benefit
caps except in one program, the basic and essential policy which we have a
Federal waiver for; and no rescission. If you followed what happened in
California, rescission is when someone says, “Oh, I find out that you've got
breast cancer, but you neglected to tell me that you were a cigarette smoker
20 years ago, so we're not going to cover you for your breast cancer.” It’s a
moot point in New Jersey because of our guaranteed issue and renewal. So
we don’t have the problem that California had with rescission.

I would also add that we have-- I don’t want to put this as --
ahead of the game; someone said behind the game. But we have 33, I
think, 33 mandated benefits in New Jersey. Some of those are a problem
and drive up the cost of health care, but some of those are benefits that
other states are going to have to put in their policies when the Obama
reforms come forward, because we already have them. One that comes to
mind is an Ob/Gyn acting as a primary care physician. It is a New Jersey
law; it will be mandated under Federal reform.

So let me talk briefly about process, and then I'll comment
briefly on what I see as some of the concerns. Your initial decision point is,
what really do you want to do? Do you want to form a State exchange?
You don’t have to. Do you want to form a State exchange and, if you do, if
you want it to be a State-based exchange, do you want to run it? Or do you
want it to be a not-for-profit company that’s going to run this, some not-
for-profit group? A for-profit cannot run it, but a not-for-profit can. Do
you want to do it, or do you want somebody else to do it?

Or do you want to form a regional exchange? And if you want

to do that, do you want to create your own, or do you want to join another
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regional exchange? If you look at the way healthcare benefits are purchased
in New Jersey, people live in New Jersey and work in New York; people live
in Pennsylvania and work in New Jersey, and vice versa. So having-- There
is certainly an argument that making it very easy for people to move across
state lines and stay within easy coverage in their network, and so forth,
makes some sense. It adds to the complexity of the insurance issue, and
makes it a difficult decision.

The other alternative is to do nothing -- there’s no requirement
that the State have an exchange. If the State did not have an exchange, the
Feds would create one for you, and you’d be adhering to the Federal rules.
If my-- One of the brief editorial comments I'll make is I hope you won’t
choose that option. New Jersey is already, as I mentioned earlier, far ahead
in their regulation of insurance -- on many of the things that the Obama
reforms intend to get at, New Jersey has already done. And the interface
between Medicaid and this level of insurance in the individual and small
group exchange markets will be important, and there needs to be a specific
New Jersey flavor, in my judgment, to those markets.

So what’s the exchange responsible for? They’re responsible for
marketing, network adequacy, quality improvement, and reporting uniform
enrollment; provider directories including a significant amount of data in
and out of network; and timely consumer data for cost sharing -- what’s
involved in cost sharing. And that’s a very-- Having been involved a little
bit in the out-of-network debate, that’s a very difficult thing to come up
with: How can we get a consumer timely information on what that

consumer’s out-of-pocket costs will be at a provider at a given point in
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time? And now we're talking about doing that determination when they’re
trying to buy a policy. It’s pretty complicated.

An exchange has to have an expert board of directors, the
ability to maintain transparency in some way, relationships with State
agencies and private agencies -- probably less an issue in New Jersey -- and
the ability to protect and promote health care delivery, health plans, and,
most importantly, the consumer.

Now, let’s talk a little bit about the consumer issues, because
that’s where the rubber hits the road a little bit. The exchange is -- as
Senator Gill pointed out -- the exchange is a consumer vehicle in that
consumers here are both small businesses and individuals. The consumer
issue, as I see it, it really has to be independent from insurers in some
capacity. It has to be sensitive to health literacy. We make a lot of
determinations that people we think need to understand about their health
and about their care, and we neglect the fact that some people don’t
understand. The example of the diabetic who was taught to inject an
orange to learn how to give himself insulin injections, comes back a week
later and has been dutifully injecting his orange and not giving the injection
to himself, is a real-life story. And so health literacy is a big issue.

Cultural sensitivity. People are going to want to know the
cultural sensitivity of the plans that are within the exchange. Can we make
that information available? Language: Cultural sensitivity is more than
racial issues; it’s more than specific cultures; it’s also, can you go to the
doctor at night? Can you go to the doctor on a Saturday? Do they speak
your language? I believe that any state will have to have some ombudsman

or ombudsman function to see this through in a meaningful way, and two

11



You're viewing an archived copy from the New Jersey State Library.

states have tried initial efforts with just using an ombudsman and,
ultimately, had to engage local community navigators. These are local,
usually advocacy groups who are helping people navigate through the
exchange.

They need a subsidy algorithm or a calculator like I showed you
earlier; and especially important in this state is Medicaid coordination --
Medicaid and SCHIP.

One thing I worry about with consumers is the quantifiables
squeezing out the relevant -- that we report on a lot of data because we can
gather that data, but it’s not data that’s especially meaningful to people.
Some of our health reports recently reported everybody is sort of about the
average -- everybody’s about average. It doesn’t give you -- yes, we can
record it very carefully -- but it isn’t telling us information we can make
decisions on.

And I think, ultimately, the exchange will fail if it doesn’t
enable us to put a bright light on plans that are doing good -- that are doing
good for consumers in making good choices.

There are a bunch of other decisions that need to be made --
I'm not going to go through these. You're going to be having this debate
again and again, I'm sure, and I'll be glad to come back and answer the
questions. But this gives you an idea of some of the other choices that are
in your documents that I handed to you. There are a bunch of choices that
you have to address in looking at this legislation.

So where do you start? Well, you've got a good start. You
have enabling legislation already in the hopper, as I understand it. You

have technical resources available to you that can help you with it. And let
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me give you your bogey: There’s a deadline for the Federal Health and
Human Services to evaluate your proposal by January 1 of 2013. Exchange
has to be up and working by 2014. Drilling down a little bit, this is the
timelines: the RFP in July 2011; have to submit by 2012; 2013, start selling
health insurance through the exchange; fully operational by 2014; and the
big, big, big problem, for most states: self-sustaining by 2015.

Now, are there current working models? Sure there are.
Exchanges exist in Massachusetts, which actually did the first one called the
Connector.  And in Utah, most recently, one was created specifically in
response to Federal reform in California. And I won’t go through all the
details -- the Massachusetts program known as the Connector -- they have
an individual mandate in Massachusetts; about 95 percent of Massachusetts
citizens are covered now under their program. Cost remains a problem in
Massachusetts -- cost is still very high. Plans cannot be sold through their
Connector, as they call it, without approval by the state.

Utah is a much more open system, open to any plan that wants
to participate. The state only defines the minimum benefits that have to be
provided. And they have about 85 percent of their residents covered in the
Utah program.

California is brand new. It was the first exchange in response to
the Affordable Care Act. They have broad powers to negotiate on behalf of
the public; we don’t quite know how that’s going to roll out because they’re
too new. It is thought it's going to look like the Connector in
Massachusetts, and they have no individual mandate yet. The translation
is, I think they may be going to rely on the Feds for their individual

mandate.
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So what I'd like to do in the remaining couple of minutes is talk
about some concerns I have, and things that I think may be problematic
that you ought to pay attention to in the Connector and in reform. The
first, I mentioned earlier, is adverse selection. If people can move in and
out, based on whether they’re sick, and the price depends on what happens
as sicker people get in the plans, you'll have the problem we have in the
individual market: that people get sick, the price goes up, so people who are
a little healthier leave; the price goes up some more, so more people who
were not quite as sick, but still sick, leave, leaving only the real sick in the
plan. That’s the downward spiral. So you really have to be able to address
adverse selection, and that’s not an easy task, as I think the folks from
DOBI who will follow me will be speaking about.

One of the big problems in adverse selection is pre-existing
conditions. New Jersey -- another editorial comment -- I promised Senator
Gill I'd identify my editorial comments -- another editorial comment is that
I think the Obama reforms made a mistake with their pre-existing condition
regulations, because I think New Jersey did it right. New Jersey has a
waiting period for pre-existing conditions, which means that somebody will
not éasually go bare on insurance assuming, “Well, I'm not going to get
sick.” Under the Obama reforms, you can sign up immediately -- it’s
immediate issue by 2014 for adults, for kids now -- but kids don’t get sick
as often as adults. So you could show up at-- Go bare, pay a minor penalty
in the early years, up to two-and-a-half percent of your income in the later
years, and if you're young, and you're healthy, you're going to say, “I'll pay
the penalty.” At the maximum you’ll pay $2,500 at the real outside, and

that’s not even, probably, in the individual market, four months’ premijum -

14



You're viewing an archived copy from the New Jersey State Library.

- and it’s $2,500 a year, so you can do the math. What they do instead,
then, is they wait, and if they fall off a dock, or hit their head, or get sick,
get cancer or something else, they show up and sign up immediately
because there’s no waiting period. That’s going to be a big problem. It also
will preempt, as I understand it -- I'll be interested in what the DOBI
people say -- but as I understand it, New Jersey law would be preempted on
that matter, and that’s going to be a problem for us. So you're going to
have to address that in some way.

I also believe, by the way, the Feds have got to address it
because it will cause a downward spiral in insurance if they don't.

Crowd out is when people say, “I'm going to use the plan on the
inside, in the exchange, rather than continue to provide a plan as an
employer.” So I say to my employee Catherine, “Let me give you a check
for the amount of the premium,” and I'm out of it from now on. That’s
called crowd out, and there is a fear that you'll crowd out good coverage
that some people have now. How you protect against that is a big issue in
health reform and in the design of the exchanges consistent with what’s
going on in Federal law.

Physician availability. You will not have enough primary care
in New Jersey now if you were to implement this today. There is not
enough primary care capacity now. Let me give you an anecdote: You're
now sitting in Mercer County. In the past three months, seven doctors in
Mercer County went to concierge medicine, where you pay an X amount of
money in order to get your care. Seven practices went to concierge
medicine. So everybody says, “I don’t know what your feelings are on

that,” but everybody kind of said, “Well, that’s too bad; they shouldn’t do
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that.” The real reality is they move from covering about 1,600 people a
year in their practice -- and that’s a pretty low estimate -- to covering 600 a
year. So you have 7,000 people in Mercer County now without primary
care, and seven fewer providers to provide that care. Huge problem -- huge
problem in New Jersey, it was a huge problem in Massachusetts. It
inundated the emergency rooms because they couldn’t -- people just getting
routine care -- not because they wanted to, but because primary care was
not available. It will become an even increased problem with Medicaid. So
another problem that really needs to be addressed in New Jersey.

I mentioned-- I won't reiterate the issue of literacy.

Interfacing the individual and small group market is going to be
a challenge. You're going to have to do it in a responsible way, or you may
say, “Let’s just merge it.” That’s going to be a decision point you're going
to have to think through.

I can’t say too much about this next thing: the undocumented.
New Jersey has a significant amount of undocumented. When we were
doing the reform work with Senator Vitale, we were eighth in the nation in
undocumented residents. President Obama has been very clear that no
Federal dollars will be used to cover undocumented residents. I don’t know
what will happen as we parse back charity care, because we’re now covering
people with insurance cards instead. But I can tell you that hospitals, even
though the Feds will not cover it, hospitals still have to provide care under
the EMTALA Law. And New Jersey’s EMTALA law far exceeds the Federal
EMTALA law. The Federal EMTALA law is a lot more lenient; New Jersey

law is a lot more strict. So you’re going to have real challenges in dealing
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with the undocumented, and I don’t see a clear solution to that
immediately on the horizon.

Last issue I've seen concerns is an issue that the Legislature
attempted to address in the Assembly; I understand it did pass a limited bill
and it’s over here now for consideration in the Senate -- and that’s on out-
of-network costs. It’s going to be impossible to maintain this system if
people can charge people in the exchange out-of-network charges of eight,
nine, or 10 times Medicare and get paid that; it will break the bank. I am a
great fan of market forces working in health care, but if you don’t let them
work and they’re unfettered in price, it will break the bank. So you have to
pay attention to it. The out-of-network issue is a crisis with respect to
health reform. You have to pay attention to it.

I also-- I trust that you are all a little more knowledgeable
about this than I am, but just let me take my quick stab at it -- on the issue
of politics here; and there are political issues here. The first most obvious is
funding -- who’s going to pay for this? Are you going to have it subsidized
by people playing in the exchange (indiscernible) with plans? Are you going
to prevent them from passing that on? Are you going to allow it to be
considered in a medical loss ratio? These are all very big issues. What is
the base of exchange operations going to be, as I mentioned earlier? Is it
going to be a not-for-profit? Is it going to be in the State? If it’s in the
State, is it going to be a new entity like one of the authorities, or is it going
to be in DOBI or Health or Human Services? The out-of-network issue, I
don’t have to tell you, is a political issue. If you don’t think it is, wait until

you take up your bill, coming soon.
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And what participation requirements do you plan for providers?
What requirements to participate? For example: If you're in one plan in
the exchange, do you have to be in all of them? What are the rules going to
be? And what requirements for the plans? If you have an exchange offer,
do you have to offer all the plans available in the exchange? If you have
plans, and you have still maintained the individual and small group
markets, do you have to continue to do that?

So if you want to look at it graphically, on one side you have
really individual health underwriting, pre-existing condition limits allowed,
high deductable plans, etc. -- much of which we’re going to do away with in
health reform, but there will be things right at that edge. And on the other
side you have government prescribed prices, benefits; it’s the only market;
universally comprehensive benefit plan. And you have each side saying, “I
don’t want to do it that way.” So politically, that’s where the challenge will
be. Everybody’s going to be searching -- and I'm not going to walk through
these individually -- but as you can see, it moves from less regulation to
more regulation, and I'll let you read the materials that are in front of you
to see the particular issues there. But you move from having anybody play
to only a few play.

So I'd like to leave you with a few points of just summarizing
this -- a few reminders. Remember -- this is one of my favorite New
Jerseyans -- remember, number one:  Subsidies vary with personal
circumstance. People will move in and out of subsidy. That is going to be
an enormous problem, and I would suggest to you that it can’t be managed
without computers. So this is going to have to be web-based solutions of

some kind, because people will be moving too rapidly.
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There is a strong foundation of insurance market reform and
regulation in New Jersey. It’s something to be proud of, it’s something you
should build upon. You should not try and reinvent the wheel. We already
far exceed Federal standards in New Jersey.

Exclusivity enhances the value of the exchange. If you say -- if
it’s the GUMs -- the great unwashed masses -- everybody can play, you will
not play as well. You will not have the leverage that the exchange is meant
to give.

Setting benefits standards is critical for adequate coverage and
informed choice. New Jersey has a good record there; you should be proud
of it, and I think you should be willing to step up to that plate.

The cost curve rules. If you can’t bend it, this won’t work. So
it won’t work here, and it won’t work federally. Cost curve absolutely rules.
It has to bend, and the treatment trap is right behind it. The treatment
trap is that we overtreat -- that we're overtreating, and in New Jersey, as
you know, the real horror here is end-of-life care which we overtreat to the
tune of being number one in the nation.

If there is no primary care, there is no access. There cannot be
access without primary care. There is not an easy solution to primary care.
It’s going to require outreach to nursing; it’s going to require outreach to
other extenders to be able to maintain the primary care that your citizenry
will need as this reform moves forward.

You're going to have to create the exchange to be trusted in a
meaningful way. And the price of success will be somebody staying on top

of it. There will need to be oversight and vigilance.
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And TI'll leave you with a comment that Hillary Rodham
Clinton made, when she was doing her health reform, that always stuck
with me, when she said, “Don’t forget the fear.” There’s a significant
difference between the concermmed, cost-conscious consumer and the
panicked patient in pain. And so there is a need to be sensitive as we
design these beautiful systems. There’s a need to be sensitive to the patient
who’s looking at their computer screen and trying to make an informed
choice about the options for he or she and their family. And I think the
point was well made this morning in the release from the AARP, with health
leading the number one concern of their constituency. What you’re dealing
with is not, in this exchange issue and the reform issue, is not only
approaching 18 percent of the domestic gross product; but it’s also
something that everybody lives with that really matters to people.

So I thank you. I'm honored that you asked me to share this
with you, Senator Gill. And I'll be happy to answer any questions if I can.

SENATOR GILL: Thank you very much.

Any questions from anyone?

Senator Vitale.

SENATOR VITALE: Thank you, David. Thanks for that
presentation, and I'm happy to hear that you'll be back again, because we
won'’t fix this in two hours -- or learn all about it. It’s pretty extensive.

I do want to talk about three things: one is the most recent
comment about primary care and access. I mean, it’s an issue now, and it’s
going to be a greater issue with the 1.3 million uninsured New Jerseyans --
maybe a little bit less -- gaining access to health insurance and demanding

care. We have done some things over the past few years to expand the
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ability for advanced practice nurses to practice not just independently, but
also to increase the scope of their practice -- to diagnose and to prescribe
drugs for their patients. So that’s a good step in the right direction. And it
will take longer than 2014 for us, even if we were to start today, to
aggressively recruit and retain, through any number of means, medical
students in New Jersey. It will take at least 10 years to see the fruits of that
labor. So you're right. What are some of your -- what would be some of
your ideas going forward -- starting today, even recognizing the reforms
you’ve already put in place with loan forgiveness for nurses and for doctors,
and for expanding the scope of practice for LPNs -- what else should we do?

MR. KNOWLTON: Well, there’s no question that you're
going to have to look to nursing in a big way; and you're going to have to
move-- It’s also a public relations problem. You're going to have to move
the public’s confidence in that care. The basis of it-- I can tell you, as a
health quality person and a researcher, that the quality is excellent and
there’s no reason to be worried about it, but it can’t become second-class
care. If people perceive it as that, they won’t use it.

I foresee a lot more clinic use. What has been an anathema to
many states -- of the retail clinics -- is going to become a reality, and I think
one that should be embraced but managed; where Walgreens and Rite Aid
and Walmart are looking at retail clinic environments in states. They’re
going to become really needed because you can use one provider more
efficiently in a clinic setting. Hospitals are going to be asked to step up.
But we need to plan for this now. I think the big thing, Senator Vitale, is

that we do the planning now -- that we don’t wait until this hits us in 2014;
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2014 is a nanosecond away in terms of health planning. And in terms of
implementation of regulations to do all this, it takes a long time.

SENATOR VITALE: True.

Next, I want to ask you a little bit about the Medicaid
expansion and what has to take place -- what will happen in 2014?
Currently, New Jersey has set up a 60-40 match in Medicaid, so it’s 40 of
the State dollars, 60 Federal dollars for match. And that’s good; it used to
be 50-50, and they’ve increased that a little bit over the past couple of
years, but certainly a pretty significant burden on our treasury to support
the cost -- the State-borne cost -- of Medicaid. What I've read is that by the
first year the Federal government will cover the cost of all the Medicaid
dollars up to 100 percent of those costs for a period of time, and then we'll
gradually go back down to level off at around 88 percent of Federal dollars
and 12 percent State -- which is now 40 percent, which is a big savings for
our State. Of course, we have to consider that we’re going to increase the
number of people enrolled in Medicaid and so it might balance itself out.

If you could explain -- and I'm still trying to get my head
around this equation -- that it will be-- Reimbursement will apply at certain
levels for those who are already in Medicaid?

SENATOR GILL: Senator, we're trying to do this in two parts.
But we do have a second segment -- is devoted directly to Medicaid.

SENATOR VITALE: Okay.

SENATOR GILL: So if you would be kind enough to reserve
that question.

SENATOR VITALE: For the Medicaid folks?

SENATOR GILL: Yes.
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SENATOR VITALE: Sure, no problem at all.

SENATOR GILL: Any other further questions from any
Senators?

Senator Cardinale.

SENATOR CARDINALE: Thank you, Madam Chair.

You addressed shortages of personnel, particularly of primary
care physicians. Is New Jersey unique with respect to that shortage?

MR. KNOWLTON: No. Primary care shortages are a problem
around the nation. New Jersey has a very high shortage, comparatively, but
it is not unique at all.

SENATOR CARDINALE: To what do you attribute our being
in a worse position than, perhaps, some other states?

MR. KNOWLTON: Yes, we are in a worse position than some
other states. Primary care-- I hope I'm getting your question, Senator. The
primary care crisis is a national crisis; it is not a New Jersey crisis, it’s a
national crisis.

SENATOR CARDINALE: But I think you just told me that it’s
worse in New Jersey than in some other states.

MR. KNOWLTON: It is, it is.

SENATOR CARDINALE: To what do you attribute that
difference?

MR. KNOWLTON: It’s not exactly something that I've looked
at carefully, so I'm just giving you my judgment. I think it’s population
density, so that the amount of primary care that we need in our geographic
confines, with the population density we have, has to be that much richer --

number one. And number two, a lot of our medical students that we train
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here, leave -- they go elsewhere. And that would be my guess. But I haven’t
looked at it rigorously, Senator, so I'm not an expert on it.

SENATOR CARDINALE: Is primary care the only area of
physician shortages that we have?

MR. KNOWLTON: No.

SENATOR CARDINALE: We have physician shortages in
many areas?

MR. KNOWLTON: Yes.

SENATOR CARDINALE: Obstetrics?

MR. KNOWLTON: = Again, not an expert. That’'s my
understanding -- yes.

SENATOR WEINBERG: The answer is yes to that.

SENATOR CARDINALE: Neurosurgery?

MR. KNOWLTON: Neurology-- I could give you a list of a
number of them.

SENATOR GILL: Senator, I know we’re talking about the time
constraint, but he said he doesn’t have all the--

SENATOR CARDINALE: Yes, I--

SENATOR GILL: You can make the statement, and we’ll all
agree.

SENATOR CARDINALE: No, I'm not interested in making a
statement; I'm interested in developing some information--

SENATOR GILL: Okay.

SENATOR CARDINALE: --which I think could be useful for

us.
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In your presentation you suggested that we might have to rely
on non-physician-trained personnel to do some of the functions that
physicians today do -- I don’t know if it was you or if it was Senator Vitale
who talked about that -- as diagnostic functions. Do you believe that the
population of New Jersey is receptive to having non-physicians do their
diagnostic work-ups?

MR. KNOWLTON: I believe portions of them are, Senator.
It’s part of the issue I talked about -- that were going to have to educate the
public. But yes, I think so. I think portions are; I certainly am. And I
think that it’s been a factor in the military forever. So certain people are
used to it, and certain people are not. But it is an absolute imperative
under reform, because if you decided today you were going to fund
whatever funding was available, and you were going to give long redemption
and whatever to get everybody all re-enrolled and get your enrollments up
in medical school, you still have a 10-year window. So it’s a problem that’s
not going to go easily away. There has to be some sort of extenders to
accomplish the result.

SENATOR CARDINALE: The question that occurs to me then
is, if diagnostic procedures can be acceptably done by non-physicians, why
should we have medical schools? Why don’t we disband our medical
schools and have an expansion of nursing facilities or some other kind of
profession, whatever we might call it?

MR. KNOWLTON: Well, there’s an awful lot, Senator, that --
a diagnosis that a nurse could do, and there’s a lot of diagnoses that a nurse

would not attempt that is outside the scope of the practice.
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SENATOR CARDINALE: I would suggest to you that that’s
correct. The problem is when the patient is ill, we don’t know which
patient can be successfully diagnosed by a nurse, and which patient may
really require a more professional diagnosis. So traditionally we have
required that those diagnoses be done by a physician, because we know that
the physician is in a better position, generally, than other personnel --
whether it be physicians assistants, nurses, or anyone else. I'll agree with
you that many cases can be handled by lesser-educated personnel. But the
problem is we don’t know in advance which those are, and so people are
going to be misdiagnosed if we denigrate the professional training of those
who are going to do this procedure.

MR. KNOWLTON: I won’t belabor it. I would just reply that
I would love to talk to you about it. I think there is an opportunity to do
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