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Mission Statement & Key Objectives

Mission: To promote accessible, affordable, quality health care
for all Delawareans.

Key Objectives:

Access- Promote access to health care for all Delawareans.

Cost- Promote a regulatory and financial framework to manage the
affordability of health care.

Quality-  Promote a comprehensive health care system assuring
guality care for all Delawareans.



Introduction

The Delaware Health Care Commission respectively submits the 2008 Annual Report to the
Governor and to the Delaware General Assembly. This report summarizes the extent to
which the Commission’s mission and goals have been met, the challenges that exist, and
strategies that are needed to address them.

Health care issues are again at the forefront of discussions among state and national leaders
who face an array of challenges related to rising health care costs, declining insurance
coverage, and the prevalence of chronic disease. Innovative insurance coverage plans,
disease management and prevention, workforce recruitment and adoption of health
information technology are common strategies being explored to ensure access to quality,
affordable health care for all citizens.

The health care system in Delaware has strengths and challenges. Delaware outperforms
regional and national averages on the proportion of the population that is uninsured.
However, challenges exist in maintaining insurance coverage levels, particularly for small
businesses. Other concerns include childhood and adult obesity rates, health disparities
among diverse racial and ethnic populations, limited access to mental health services, and
shortages of health professionals to care for the state’s growing and aging population.

This report offers key information about access to health care in Delaware, the cost of health
care, and the Commission’s strategic plan for the future. The report outlines the areas in
need of the most attention and sets forth strategies to address them.



Five Things You Should Know About
Health Care in Delaware

About 12 percent of us are uninsured:

Approximately 106,000 Delawareans (12.5 percent of the population) are without health
insurance. About 26 percent, or 27,430 people who are uninsured are actually eligible
for public coverage through either Medicaid (18 percent or 18,590 people) or the
Delaware Healthy Children Program — S-CHIP (8 percent or 8,840 people). Another 20
percent (about 20,720 people are eligible for CHAP, the Community Healthcare Access
Program administered by the Health Care Commission.

Income and where we work are good predictors of health insurance coverage:

For example, the probability of being uninsured is linked to individuals’ income levels,
which are linked to their level of education and where they work. Employees of small
firms and organizations are less likely to have insurance than employees of large firms.
The higher the level of education, the higher the income and the greater the chance of
having a job that offers insurance or the financial stability to purchase it. The exception is
for the very poor, who are eligible for public programs such as Medicaid and S-CHIP.

We face significant, continued shortages of health professionals:

Delaware, like other states, faces a shortage of health professionals. Specifically, Kent
County, Sussex County, and parts of the City of Wilmington have been federally
designated as health professional shortage areas. There are particular shortages among
primary care physicians, dentists, nurses and mental health professionals. These
shortages threaten the ability of health care facilities in Delaware to provide timely
access to quality care.

Racial and ethnic disparities persist:

There are disparities in the burden of illness and death experienced by black, Hispanic,
and Asian populations when compared to the population as a whole. For example, a
black newborn in Delaware is expected to live 74 years, while a white newborn is
expected to live 78 years. Another example of disparities is found in the infant mortality
rates in Delaware from 2001-2005. Overall, the rate in DE for blacks was 17.1 percent,
compared to 6.8 percent for whites. While the causes are complex and difficult to
identify, disparities may be attributed to health care delivery, socioeconomic status,
culture, language, environment, genetics, and personal behavior.

We spend slightly more, but health care is a major provider of jobs:

Overall, $5.9 billion was spent on personal health care (about $7,000 per person) in
Delaware in 2006, compared to $5 billion in 2003 and $5.8 billion in 2005. The annual
rate of growth averages about 6 percent per year. The largest share of spending is on
hospital care (39 percent), physicians (25 percent), and drugs (15 percent). Notably, the
health care sector is a significant source of employment for the Delaware economy,
accounting for 11 percent of the total workforce and 11 percent of all reportable wages.
Today about 49,000 people are employed in the health care industry, compared to just
29,000 in 1990.



Executive Summary

All Delawareans need and deserve access to reliable, affordable, quality health care.
Achieving this goal requires a comprehensive set of strategies to address health care
access, cost, and quality in the state. The Health Care Commission oversees five major
initiatives to meet its mission and goals:

1. Uninsured Action Plan — exploring strategies to preserve and expand health
insurance coverage through the State Planning Program and linking uninsured
citizens with reliable health homes and affordable care through the Community
Healthcare Access Program (CHAP).

2. Information & Technology — developing a statewide clinical health information
exchange through the Delaware Health Information Network (DHIN).

3. Health Professional Workforce Development — assuring an adequate supply of
health care professionals through the State Loan Repayment Program and the Health
Workforce Data Committee and expanding educational opportunities for Delawareans
through the Delaware Institute of Medical Education and Research (DIMER) and the
Delaware Institute for Dental Education and Research (DIDER).

4. Research & Policy Development — performing ongoing research and providing
accurate information for state policy-makers.

5. Specific Health Care Issues & Affiliated Groups — addressing specific health care

conditions that are so prevalent they warrant special attention and working in
cooperation with other bodies created by the state for this purpose.

1. Uninsured Action Plan

State Planning Program

The State Planning Program, launched in 2001, permits continued identification and analysis
of both short-term and long-term health insurance coverage options for Delaware. Over the
course of the past six years the Commission has reviewed and analyzed over twenty options.
After extensive consideration, two approaches were identified as the most appropriate for
Delaware. The Commission has adopted a two-pronged strategy to preserve existing
insurance coverage (targeting small group employers) and to expand coverage to all
uninsured Delawareans (targeting low-income residents).

In 2008 the Commission will introduce legislation seeking to reform current small group
insurance regulations (Chapter 72, Title 18) to make them easier to understand and enforce,
and to reduce rate variation so premiums are more stable and predictable. Also, the
Commission will cooperate with the State Insurance Department, endorsing legislation to
create a subsidized insurance purchasing pool for small group employers. Rising health care
costs and insurance premiums have made it difficult for some businesses and non-profit
organizations to afford coverage for their employees. High costs are often passed on to low-



income employees, and as a result, coverage may be dropped. The goal of a purchasing pool
is to assist small group employers with purchasing health insurance for their employees, thus
preserving existing coverage.

The second part of the two-pronged, short-term strategy is the expansion of insurance
coverage. Strategies are being considered to aggressively enroll children that are eligible but
not yet enrolled in S-CHIP, a coverage initiative under the Delaware Healthy Children
Program. Additionally, an analysis of delivery designs, including cost estimates, will be
conducted for a program that would provide preventive and primary care services to a broad
array of Delawareans to improve health. Lastly, a marketing study of how and why
consumers use community health centers will be expanded to include additional federally
gualified health centers, and strategies will be developed to promote the use of these
facilities.

The Commission’s long-term coverage strategy is the analysis of universal insurance
coverage systems for Delaware. In 2008 two models will be analyzed using econometric
modeling: traditional single-payer and a “building block” model that makes use of existing
systems and other state reforms.

Community Healthcare Access Program (CHAP)

As the number of uninsured Americans continues to grow, some states are striving to create
a health system “safety net” that provides affordable and appropriate care to uninsured
citizens. CHAP is Delaware’s health system “safely net” and it connects low-income
uninsured Delawareans with physicians and health care resources such as prescription
medication, physical therapy, radiology, and laboratory services offered at reduced cost.
Patients with incomes below 200 percent of the federal poverty level (FPL) who are ineligible
for other state or federal medical assistance are matched with doctors at hospitals, private
practices, and community health centers throughout the state. The target population for
CHAP is comprised of approximately 20 percent of the state’s uninsured population, about
20,720 adults. Since the inception of the program in 2001, and as of September 30, 2007,
CHAP has served over 13,487 uninsured patients and enrolled 2,893 in other state and
federal medical assistance programs like Medicaid and the Veteran’s Administration.

In 2006 a health risk assessment and disease management component was added to CHAP,
allowing the program’s focus to shift to those enrollees with chronic conditions and the
highest medical need. In 2007 evaluation began, which demonstrated some success of
CHAP in improving personal health outcomes. In 2008, evaluation will continue as well as
recruitment of uninsured participants and, when appropriate, enroliment of eligible citizens in
other medical assistance programs.

2. INFORMATION & TECHNOLOGY

Delaware Health Information Network (DHIN)

Health information technology has emerged as a national priority and Delaware has become
a leader in the development of a statewide health information exchange network. DHIN
oversees the development and adoption of a statewide clinical health information exchange
designed to provide secure, fast and reliable electronic exchange of health information
between providers (hospitals, physicians, laboratories, pharmacies, etc.) The goal is to
improve patient safety and quality of care. A major contributing factor to medical errors is



the lack of information at the time and place of service. This problem also contributes to an
increase in costs resulting from the unnecessary duplication of diagnostic tests and
procedures that are performed in the absence of data that exists but is unavailable to health
care providers.

Implementation of Phase 1 of DHIN, secure results delivery, was successfully completed in
March 2007. Currently DHIN provides a streamlined results distribution system that delivers
approximately 85 percent of lab tests and 81 percent of hospital admissions to over 130
health care providers at five hospitals and fifteen physician practices throughout the state.
In 2008 DHIN will implement Phase 2: patient record inquiry. The Commission will continue
to promote and expand provider enrollment and usage of the network, provide staff support,
and facilitate communication between DHIN and the General Assembly. The project is
supported financially with State funds, private contributions, and federal contracts with the
U.S. Agency for Healthcare Research and Quality (AHRQ) and the National Health
Information Network (NHIN).

3. HEALTH PROFESSIONAL WORKFORCE DEVELOPMENT

Delaware Institute of Medical Education and Research (DIMER)

Delaware Institute for Dental Education and Research (DIDER)

DIMER and DIDER were established by the Delaware General Assembly to address the
shortage of health professionals in Delaware. They provide enhanced opportunities for
Delaware residents to obtain medical and dental education as a cost effective alternative to
the State establishing its own schools for these professions. Through DIMER, financial
support is provided to Jefferson Medical College and Philadelphia College of Osteopathic
Medicine (PCOM) in exchange for reserved admission slots for Delaware students.
Scholarships and tuition supplements are also available for the students. In 2008 the
Commission will continue to promote health professions to young people while striving to
increase the geographic, racial, and ethnic diversity of Delawareans participating in the
Jefferson and PCOM partnerships.

In 2008 the Commission will continue to promote a new agreement between DIDER and the
Maurice H. Kornberg School of Dentistry at Temple University in Philadelphia, Pennsylvania.
Through this partnership, financial support is provided to Temple in exchange for reserved
admission slots, providing Delaware residents that meet academic admissions requirements
with an opportunity to receive training at a highly regarded regional dental school. The
partnership also promotes opportunities for participating dental students to complete
externship and residency training programs at facilities in Delaware.

State Loan Repayment Program (SLRP)

This program is designed to recruit health care professionals to federally designated health
professional shortage areas throughout the state. Participating clinicians provide health
services in an underserved area for a minimum of two years in exchange for payments
toward their educational loans. The program has been very successful since increasing the
maximum award to $70,000 for a two-year contract and adding twelve new specialties to the
list of eligible clinicians. Since the program’s inception in 2001, nine dentists, twenty-seven
physicians, two certified nurse midwives and three certified nurse practitioners have been
placed in underserved areas of the state. In 2008 the Commission will continue efforts to
market the program, with a specific focus on the recruitment of a diverse group of heath
professionals.



Addressing Shortages in the Health Workforce

The Health Workforce Data Committee is tasked with identifying needs for health workforce
information, collecting data and providing resources to coordinate strategies to predict and
prevent shortages. This committee helps streamline the fragmented data collection systems
that exist throughout the state, creating a comprehensive and objective workforce data
resource for stakeholders.

In 2007 the Workforce Data Committee completed a comprehensive study of health
education programs, including the full array of programs available in Delaware; the supply of
health professional faculty at colleges and universities; and the length of time required for
students to complete their education and enter the workforce. The committee will reconvene
to determine recommendations for next steps. Also, in 2008 a study designed to assess the
supply and distribution of allied health professionals and pharmacists will be completed and
published, providing valuable information about shortages among these members of the
health workforce.

4. RESEARCH & POLICY DEVELOPMENT

In order to provide accurate and up-to-date information to policy and decision-makers, the
Commission performs ongoing research and publishes findings in reports made available to
the public. In 2008 the “Delawareans Without Health Insurance” report will be continued.
Additionally, the “Total Cost of Health Care in Delaware” report will be continued and ways to
restructure the report to make it more useful will be identified, which may include the
replication of a 1999 study on the effects of cost shift.

5. SPECIFIC HEALTH CARE ISSUES & AFFILIATED GROUPS

Occasionally, specific health care conditions are so prevalent in Delaware that they warrant
special attention. In 2008 the Commission will continue to focus attention on the following
issues: mental health, chronic illness and stroke, racial & ethnic disparities, and health
insurance pooling. In addition, the Commission is often assigned to cooperate with various
bodies created by the General Assembly. Staff will participate and a representative of the
Commission will be designated to serve on the Health Resources Board, which serves as an
advisory body, issuing the Certificate of Public Review for new health-related capital
construction projects in the State. Additionally, three commissioners are assigned to serve
on the Health Fund Advisory Committee, which provides guidance on the allocation of funds
received from the State’s Tobacco Master Settlement Agreement.



Status of Health Care in Delaware

The rising costs of health care services and insurance premiums have
brought health care issues to the forefront of public discussions
statewide, regionally, and nationally. The Commission’s research
indicates that Delaware continues to outperform other states in the
region and the nation in terms of the percentage of uninsured citizens.
Delaware, however, spends more money per capita on health care
than other states, due in part to increased utilization and cost of care.

The Commission is required to report on the state of health care in Delaware annually. It
uses the following means to issue this report:

Access:

Health Insurance Coverage

Health Professional Supply
Cost:

Total Health Spending in Delaware
Quality:

Health Indicators
Disparities



Health Care — Access

Access to health care is measured by two indicators:
1. Access to health insurance coverage

2. Supply and capacity of health professional workforce

1. Health Insurance Coverage

The Commission tracks the number and characteristics of the uninsured population in
Delaware annually through a contract with the Center for Applied Demography and Survey
Research, College of Human Services, Education and Public Policy, University of Delaware.
Research shows that the presence of health insurance increases the likelihood that people
will have access to health care services when they need them. The uninsured generally face
greater barriers to preventive and primary care, and are less likely to receive needed health
care services on a timely basis. The uninsured are less likely to receive proper tests and
treatments for chronic conditions, such as diabetes, which can increase their chances of
having medical complications. The uninsured are also less likely to receive timely screenings
for cancer and cardiovascular disease, and are more likely to experience later stage
diagnosis.® Additionally, a person without insurance is more likely than their insured
counterparts to use the emergency department, the most costly source of health services.

Uninsured in Delaware

In 2007 about 12.5 percent of Delaware’s total population (pop = 862,000 people) went
without health insurance, representing approximately 106,000 uninsured Delawareans?.
This is an increase from 12.2 percent (101,000 people) in 2006. However, Delaware
performs slightly better than regional states and the nation in providing health insurance for
its residents®>. The uninsured rate for the region, which includes Maryland, Delaware,
Pennsylvania, New Jersey, and New York, was 13.2 percent and 15.8 for the nation during
the same period.

A general profile of the uninsured population in Delaware:
76 % are over the age of 18 years
56 % are male
70 % describe their race as White
20 % describe their ethnicity as Hispanic
60 % own or are buying their own home
18 % live alone
82 % are above the poverty line

! This information has been documented in several studies, including Care Without Coverage: Too Little, Too
Late. Committee on the Consequences of Uninsurance, Board on Health Care Services, Institute of Medicine.
National Academy Press, 2002.

% To improve accuracy, the uninsured figures are based on a three-year moving average (2005-2007), which
removes year-to-year fluctuations due to random variation associated with sample surveys.

® Delawareans Without Health Insurance 2007, Edward C. Ratledge, CADSR, University of Delaware.



35 % have household incomes over $50,000
58 % are working adults

8 % are self-employed

20 % are non-citizens

In developing policies and programs to reduce the number of uninsured in Delaware, one
way to examine the population is by income level and insurance coverage eligibility.

Consider the following:

Nearly 26 percent of the uninsured population, approximately 27,430 people, are
eligible for existing public coverage but are not enrolled. This includes about 12,930
adults and 5,660 children in families with incomes below 100 percent of the federal
poverty level (FPL), which is $20,650 for a family of four®. Most of this group is
eligible for Medicaid. Additionally, 8,840 children in families with incomes between
100 - 200 percent FPL are uninsured and eligible for the Delaware Healthy Children
Program (Delaware’s S-CHIP coverage plan). Strategies for addressing this group
include outreach, education and identification and reduction of barriers to enroliment.

About 20,720 people, or 20 percent of the uninsured population have incomes
between 100 - 200 percent FPL. Their income is too high to be eligible for Medicaid
and many in this group can not afford private health insurance. This is the current
target population for the Delaware Community Healthcare Access Program (CHAP).

Approximately 54 percent, or 57,480 uninsured people in Delaware have family
incomes above 200 percent FPL. This includes 10,600 children and 46,880 adults.
This group includes many people who are self-employed or work for small
businesses/non-profit organizations that tend not to offer or provide insurance
coverage. They may also be part-time or seasonal workers or employees in the
service or construction industries, which tend to have the highest levels of uninsured
employees. Long-term, comprehensive reform strategies will include this group in
addition to the other two.

* Federal Register, Vol. 72, No. 15, January 24, 2007, pp. 3147-3148.
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Delaware Health Insurance Coverage
Total: 105,626 uninsured (2007)

19,576 uninsured Employer/Private
2,541 kids + 17,035 adults Coverage

%
FPL
37,899 uninsured _
8,052 kids + 29,847 adults Medicare
200 S EEEEEEEER EEEEEEEEEEEEEEEEEEEEEEEEEESR EEEEEEEEEEEEESR EEEEEEEEEEEEESR n
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Level Medicaid 27,431 uninsured E;:Sib):e
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Uninsured in Delaware by Age and Poverty Level-
(3-year average 2005-2007)

Uninsured by Uninsured Uninsured Total Family of 4,
Poverty Age 0-18 years | Age 19+ years FPL (2007)
<100 FPL 5,660* 12,931* 18,591 | $20,650 @ 100%
100-199% FPL 8.840" 20,720 29,560 | $41,300 @ 200%
200-299% FPL 4927 18065 22992 $61,950 @ 300%
300-399% FPL 3125 11782 14907 $82,600 @ 400%
400-499% FPL 1367 5844 7211 $103,250 @ 500%
500+ FPL 1,174 11,191 12,365 >$103,251

TOTAL UNINSURED = 105,626 people

* Income eligible for Medicaid.
# Income eligible for the Delaware Healthy Children Program (S-CHIP coverage plan).

N
Income eligible for the Delaware Community Healthcare Access Program (CHAP).

In addition to age and income level, many factors play a role in the likelihood that a person is
uninsured. Factors include, but are not limited to place of employment, place of residence,
household composition, race and ethnicity.

Employment

Employees of small firms are at a greater risk of being uninsured than people who work for
larger firms. Nearly 25 percent of Delawareans that work for firms with fewer than 25
employees and 14 percent of those that work for firms with 25-100 employees are uninsured.
This is up from 19 percent and 12 percent respectively in 2003, serving as an indicator that
small businesses are having greater difficulty providing coverage for their employees. In
terms of industry, construction workers have the highest rates of uninsured (32 percent)
followed by people in the trade industry (14 percent) and service industry (14 percent). Those
who are self employed are more likely to be uninsured (22 percent) compared to 12 percent
of private sector workers and 5 percent of government employees. Overall, the number of
employers offering health insurance to their workers is decreasing steadily. According to a
recent study by the Kaiser Family Foundation, 60 percent of companies offered insurance to
their employees in 2007, compared with 66 percent in 2003 and 69 percent in 2000.°

County Residence

People who live in Sussex County are more likely to be uninsured (16.5 percent) than people
who reside in Kent County (12.9 percent) and New Castle County (11.1 percent). However,
although the rate of un-insurance is lowest in New Castle County, the actual number of

® Kaiser Family Foundation and Health Research and Educational Trust. Employer Health Benefits- 2007
Summary of Findings. http://www.kff.org/insurance/7672/upload/Summary-of-Findings-EHBS-2007.pdf
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uninsured people is higher there than the other counties. Approximately 57,300 people who
live in New Castle County are without health insurance compared to Kent County where
21,300 people are uninsured and to Sussex County where 27,100 people are uninsured.
Notably, rates of un-insurance are growing most rapidly in Kent and Sussex Counties.

Household Composition

Two-person and four-person households are the least likely to report lacking health coverage
(10.4 and 10.2 percent respectively), while single person households are the most likely to
report being uninsured (13.8 percent). The two and four person households have a higher
probability of including a married couple with two incomes and more opportunities to obtain
insurance coverage through employment.

Age

Young adults (18-29 years old) are more likely to be uninsured than children and older
adults. This is the result of multiple factors: they are less likely to be married, more likely to
have lower paying jobs that do not provide health coverage, and their income levels are
generally lower, making it more difficult for them to purchase insurance. Because people in
this age group tend to be healthy, it may seem reasonable to them not to expend their
relatively limited resources on purchasing health insurance.

Age Percent Uninsured
0-4 years 12.1%
5-17 years 11.5%
18-29 years 21.2%
30-64 years 13.2%
Not measured due to
65+ years .
Medicare coverage

Race and Ethnicity

Delawareans who classify their race as black have a 13.7 percent chance of being
uninsured, compared to 11.8 percent of those who report being white. In terms of ethnicity,
36.6 percent of Hispanics are uninsured (a significant increase from 25 percent in 2003),
compared to 10.7 percent of non-Hispanics. (Note- race and ethnicity are measured as
separate and independent variables.)

Policy Implications

Because of the adverse consequences of being without health insurance, significant focus is
appropriately placed on reducing the number of uninsured Delawareans. A key area of
attention is on those people eligible but not enrolled in existing coverage programs. Another
key area of concern is small business/nonprofit employees with less access to coverage than
employees of large firms. The Commission’s strategies to preserve current levels of
employer-based coverage are just as significant as those to expand coverage to the
uninsured.

13



2. Number of Health Professionals

Achieving adequate access to care requires a sufficient number and distribution of health
care professionals throughout Delaware to provide services. There are pockets within the
state that are underserved. For example, the federal Health Resources and Services
Administration (HRSA) has designated significant sections of Wilmington (New Castle
County) and all of Kent and Sussex Counties as health professional shortage areas for
primary care physicians and dental care providers. The State is currently in the process of
applying for federal shortage area designations for mental health professionals as well.

Throughout Delaware there are shortages of primary care physicians® and mental health
providers’, particularly downstate in Kent and Sussex Counties. The shortage of
psychiatrists and other mental health professionals that treat children is particularly
significant in Sussex County. There is also a well documented, statewide shortage of nurses
that is expected to worsen over the next decade, due in part to shortages of teaching faculty
at colleges and universities in Delaware.® Based on predictions, thousands of health
professionals need to be educated and/or recruited over the next five to ten years to meet
the needs of Delaware’s growing and aging population.®

Additionally, critical shortages among radiological technicians, laboratory technicians,
pharmacists, and other allied health professionals are reported among practitioners “in the
field”. In 2008 a study designed to assess the supply and distribution of allied health
professionals and pharmacists in the state will be completed in partnership between the
Health Care Commission, Division of Public Health and the Center for Applied Demography
and Survey Research (CADSR) at the University of Delaware. In 2007 surveys were
distributed to over 5,000 health professionals in Delaware, including pharmacists, physical
therapists, physician assistants, paramedics, speech/language pathologists, and radiologic
technicians. Results are being collected and analyzed by CADSR and a final report is
expected in early 2008.

To help recruit health care providers and ensure an adequate supply and distribution of a
health professional workforce, the Commission administers a number of programs such as
the State Loan Repayment Program. Since the program’s inception in 2001, a total of 41
professionals have been placed in underserved areas. This is comprised of nine dentists,
twenty-seven physicians, two certified nurse midwives and three certified nurse practitioners
that have been placed in underserved areas of the state. Thirteen practitioners were placed
in New Castle County, ten in Kent County and eighteen in Sussex County.

The Commission also oversees the Delaware Institute of Medical Education and Research
(DIMER) and the Delaware Institute for Dental Education and Research (DIDER), which
provide enhanced opportunities for Delawareans to pursue a medical or dental education
and help recruit qualified clinicians to practice in the state. Through financial agreements with
DIMER and DIDER, annual admissions slots are held for Delawareans at three reputable
medical and dental schools in the region: Jefferson Medical College (20 slots), Philadelphia

® Primary Care Physicians in Delaware 2006, prepared for the Delaware Division of Public Health by Edward C.
Ratledge, Center for Applied Demography and Survey Research, University of Delaware.

" Mental Health Professionals in Delaware 2005, prepared by Edward C. Ratledge, Center for Applied Demography
and Survey Research, University of Delaware.

& Solving the Nursing Shortage in Delaware, Key Findings and Recommendations, prepared by the Delaware
Health Care Commission’s Committee on Nursing Workforce Supply, March 2002.

° Delaware Healthcare Association. “Acute Care Hospitals and Health Systems Workforce Needs.” June 2004.
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College of Osteopathic Medicine (5 slots) and the Temple University School of Dentistry (6
slots). Also, through the generosity of the Delaware General Assembly funds are provided to
the Delawareans attending these schools in the form of tuition stipends.

The Commission’s Health Workforce Data Committee is charged with identifying needs for
health workforce information, collecting data and providing resources to coordinate strategies
to predict and prevent shortages. This Committee helps streamline the fragmented data
collection systems that exist throughout the state today, creating a comprehensive and
objective workforce data resource for stakeholders. The Committee hopes to partner with the
Division of Professional Regulation to determine options for the collection of valuable health
professional data through the on-line licensure process. Discussions are also underway in
cooperation with the Division of Substance Abuse and Mental Health to create an online
mental health professional directory as a resource for referrals within the provider community
as well as consumers of health care services.

In 2007 the Workforce Data Committee completed a critical and comprehensive study of
health education programs available in Delaware including the supply of health professional
faculty at colleges and universities, and the length of time required for students to complete
their education and enter the workforce. The goal was to determine whether Delaware is
producing an adequate supply of health professionals to meet the needs of the state’s
growing population, and to better understand the unique components of educational
programs, such as how long it takes to train various professions as well as any particular
challenges that might exist in the “educational pipeline” for our health workforce. In 2007 the
committee will reconvene to determine recommendations for next steps.
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Health Care — Cost

In 2006 about $5.9 billion was spent on personal health care in Delaware (about $7,000 per
person), an increase from about $5 billion in 2003 and $5.8 billion in 2005. Comparatively,
the United States spends about $6,000 per person on health care. Delaware is generally in
the mainstream among states with regard to personal spending, but is expected to see
growth in consumption of services as the population increases and ages. While medical
prices (the cost of services) are inflating at 4 percent per year, the total cost of care in
Delaware has risen about 6 percent per year since 2001. The total cost of care is affected by
three variables: population size, price of services, and utilization.

Health care spending in the U.S. and Delaware is poised to increase, largely due to a
growing population and the aging Baby Boomer generation, but also fueled by advances in
technology and greater consumption of services and treatments, such as prescription drugs.
As the number of people in the state increases, the total cost of care will also increase.
Since 1990, more than 177,000 people have joined Delaware’s population (a growth rate of
28 percent). Collectively, they will increase total health expenditures by almost $1 billion
annually.

Utilization increases are largely driven by the relaxation of tight managed care restrictions,
which held overall spending down in the mid 1990’s. Now, hospitals, physicians, and other
specialists are experiencing rising patient demand, which is a driver in rising health care
expenditures. Also, the drug sector is rapidly expanding and the outlook for expenditures is
strong continued growth.

As a share of total health care expenditures, 39 percent is spent on hospital care and 25
percent on physicians and other health professionals. Most of the remainder is comprised of
drugs (15%), nursing home care (7%), and dental care (5%). The study also found that
individuals pay out-of-pocket for the majority of costs for drugs, vision products, and dental
services. The government pays for the majority of hospital charges, and private insurers are
the primary payers for physicians.

Personal Health Care Expenditures in Delaware:
Share of Total Expenditures in 2006 by Category

45%
40% O Hospitals
35% -
30% -
25% -
20% -
15% 4
10% 4

OVision Services
Other
0%

Source: Center for Applied Demography and Survey Research, University of Delaware.

B Physicians
ODrugs

ONursing Home Care

B Dental Services
B Home Health Care
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The structure of the health care industry is becoming leaner and more efficient. While the
population has increased just over 19 percent during the period of 1993 to 2004, the number
of hospital beds, admissions and inpatient days declined. Much of this can be attributed to
technological improvements, allowing for fewer hospital admissions, shorter lengths of stay
and an increase in the provision of outpatient services.

Economic Impact

While the U.S. devotes 16 percent of gross domestic product to health care and Delaware
only 13 percent, health care remains an increasing portion of the total output in both the state
and the nation. This is expected to increase between now and 2030. Between 2010 and
2030 the 45-54 year age group is projected to actually decline by about 15,000 while the
over-65 year group will increase by over 100,000. This will place increased demands on the
health care sector and contribute to its consuming a greater portion of the state GDP.

The health care industry serves as an engine for job growth in Delaware. A large proportion
of the state’s workforce is in the health care sector, with 11 percent of the workforce and 11
percent of reportable wages. Today about 49,000 people are employed in the health care
industry, compared to 29,000 people in 1990. The growth of employment in the health
services industry is accelerating and projections show that employment in the industry will
continue to grow. In 2006, medical services employment growth rate is 2.4%. Hospital
employment, by far the largest segment of medical services employment, has exceeded 2%
annual growth since 2000.

The expansion of health care providers in the state will place further demands on an already
undersupplied work force. The Delaware Department of Labor forecasts that health and
social services will account for 15% of total job growth between 2002 and 2012, second only
to business. Of the 12 fastest growing occupations in Delaware 2002- 2012, six are health-
related. Medical assistants and physician assistants are expected to see 49% and 48%
growth respectively.

Delaware Average Annual Salary of Selected Health Occupations

Occupation Average Annual Wages
Licensed Practical Nurse (LPN) $42,300

Registered Nurse (RN) $57,900

Dental Hygienist $49,800

Radiologic Technologists & Technicians | $42,800

Pharmacists $81,800

Optometrist $90,800

General Practitioner/Physician $111,700

Source: Delaware Wages 2004, Office of Occupational and Labor Market Information,
Delaware Department of Labor.

Cost Shift

Cost shifting is defined as the process by which health care providers recover the unpaid or
underpaid costs of care delivered to one patient population by collecting above cost
revenues from another patient population. The process is a common dynamic in the health
care marketplace and occurs in different contexts and settings. In the case of hospitals and
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physicians, cost shifting has been attributed to two factors: below-cost reimbursement rates
paid by public programs such as Medicare and Medicaid, and uncompensated care losses
due to bad debt or charity care.

National markup of charges over costs continues to grow and now stands at more than two
and a half times costs. Private payer payment-to-cost ratio is also on the rise. In 2005,
private payer payment-to-cost ratio was 1.24 - the highest it has been in 10 years. Hospital
margins in the nation and neighboring states are 5-10 percent. The national hospital margin
figure is the highest. Delaware’s hospital margin measure exhibits some volatility. If
averaged, the measure is comparable to the state’s peers. Uncompensated care is one
driver of cost shift. Nationally uncompensated care as a percentage of total expenses is 5-6
percent, and has been since 2000. In dollar terms, however, uncompensated care costs
continue to rise and now stand at over $28.0 billion.

Aging Population

Demand for health services will continue to grow rapidly as the “Baby Boomer” generation
moves into retirement later this decade, placing further strain on health care providers and
available resources. In 2006, the proportion of elderly Delawareans over 65 years (the
heaviest users of medical care) was about 14 percent. By 2020 this figure will rise to about
19 percent (or 180,000 people). This aging of the Delaware population fosters greater
demand for health care services in the future, and is consistent with rising health care
expenditures forecast over the next twenty years.

Prescription Drugs

The drug sector is the fastest growing source of spending on health care and shows no sign
of abating. Between 1992 and 2001, the number of prescriptions purchased increased 68
percent (from 1.9 billion to 3.2 billion.) The average number of prescriptions per person
increased from 7.3 to 11.1. Several factors foster this growth. For example, the U.S. Food
and Drug Administration (FDA) accelerated its approval process of new drugs and the drug
industry increased its promotion of these drugs with direct-to-consumer advertising. The
outlook for drug expenditures is for continued strong growth.

Rising drug costs are exerting pressure on employers and health plan providers alike. These
costs lead health plan providers to limit drug coverage and/or demand higher premiums from
employers. Employers, in turn, pass on the costs to employees by asking for greater health
care enrollment fees, or by opting for higher co-payment plans. In either case, consumer
spending on health care increases.

It is important to note, however, that additional spending on prescription drugs does not
necessarily translate into additional dollars spent on total health care. For some ailments,
drugs are a substitute for more costly procedures or treatments (depression is one example).
Therefore, some breakthroughs in drug therapies may reflect a switch away from traditional
treatment techniques.

18



Health Care — Quality

Health Indicators

Delaware Vital Statistics Annual Report (DVSAR) 2005

One way to monitor health care quality in Delaware is through public health indicators.
According to Delaware Vital Statistics Annual Report (DVSAR) 2005 (the latest year
available at time of printing), the first and second leading causes of death continue to be
heart disease and cancer, at 27 percent and 24 percent respectively, accounting for more
than half of all deaths. Chronic respiratory disease accounts for 6 percent, followed by
stroke (5 percent), accidents (4 percent) and diabetes (3 percent). The “all other causes”
category represents the remaining 31 percent.

For the same time period, the number of infants dying within the first year of life was the
highest it has been in 10 years. Though Delaware’s infant mortality rate was significantly
higher than the national rate throughout most of the 1980s, Delaware then followed the
nation’s downward trend to a point where the U.S. and Delaware rates became almost
identical. The 1994-1998 period saw a reversal of Delaware’s declining trend, and the infant
mortality rate has risen over every 5-year period since. For the most recent period, 2001-
2005, DVSAR 2005 statistics show a rate of 9.2 infant deaths per 1,000 births, significantly
higher than the U.S. rate of 6.8. For the same time period, Delaware’s age adjusted cancer
mortality and HIV death rate were significantly higher than the U.S. rate. On the other hand,
Delaware’s age-adjusted stroke mortality rate was significantly lower than the U.S. rate.

America’s Health: State Health Rankings — 2007 Edition

Overall, according to America’s Health: State Health Rankings - 2007 Edition Delaware ranks
34™: it was 30™ in 2006. The report, the 19" in a series, is produced by the United Health
Foundation in partnership with the American Public Health Association and the Partnership
for Prevention. The study methodology weighs the contributions of various factors, including
a number of risk factors -- such as the presence of health insurance and the prevalence of
smoking -- and health outcomes, such as cancer deaths and heart deaths.

According to the report, Delaware’s strengths include high immunization coverage with 84.3
percent of children ages 19 to 35 months receiving complete immunizations, and a low
percentage of children in poverty. Delaware is ranked 8" in the nation in per capita public
health spending at $246 per person.

Challenges include a high incidence of infectious disease at 31.7 cases per 100,000
population (46" in the nation), a high violent crime rate (increased from 432 to 682 offenses
per 100,000 population), and a high prevalence of binge drinking at 19.0 percent of the
population. Another challenge is the rising rate of obesity: in the past year, the prevalence of
obesity increased by twelve percent, from 21 percent in 2005 to 26 percent of the population
in 2007. Also, Delaware is ranked 47™in the nation, with the 4™ highest infant mortality rate.

Health Disparities

The issue of racial and ethnic health disparities is a concern because of its impact on length
and quality of life and the relationship with cost and quality of health care. While the causes
are complex and difficult to identify, disparities may be attributed to health care delivery,
socioeconomic status, culture, language, environment, genetics, and personal behavior.
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According to the DAVSR 2005 Report®, life expectancy rates for babies born in 2005
exemplify the fact that health disparities exist in Delaware:

White males, 75.7 years Black males, 71.3 years

White females, 81.1 years | Black females 76.6 years

The differences in life expectancy are directly related to differences in mortality for a wide
range of diseases. For example, black Delawareans are about 20 percent more likely than
whites to die from heart disease and twice as likely to die of complications from diabetes as
white Delawareans.

HIV/AIDS mortality has also disproportionately affected Delaware’s black population. The
2001-2005 mortality rate of 33.4 deaths per 100,000 was fourteen times higher than the rates
for whites. In the 2001-2005 time period blacks accounted for 78 percent of all deaths due to
HIV/AIDS.

Another clear example of disparities is found in the infant mortality rates in Delaware from
2001-2005. Overall, the rate in DE for blacks was 17.1 percent, compared to 6.8 percent for
whites. Delaware also performs worse than the nation on infant mortality rates: 13.9 percent
for blacks in the U.S. compared to 5.7 percent for whites.

In 2005, Governor Minner, under Executive Order #68, convened a Task Force (TF) to
examine strategies to address racial and ethnic health disparities in Delaware. The TF was
to “develop broad-based recommendations for the reduction of health disparities in
Delaware, which are based upon scientific evidence, defined partnerships, expected
contributions, timelines, review and evaluation.”** The Commission was represented on the
TF by its Chair, Lt. Governor Carney. The TF was assigned with the following tasks:

Recommendations from the Task Force report issued in June 2007 related to Health Care
Commission initiatives are:

1. Recommend the Delaware Health Information Network (DHIN) support the collection of
chronic disease health indicators (minimum data elements) as part of standard provider
reporting.

e Identify which minimum data elements should be collected on clients including
indicators for mental illness, diabetes, cardiovascular illness, stroke, asthma, cancer
and other diseases as identified.

e Recommend that relevant agencies participate in DHIN implementation.

2. Diversify the health workforce in Delaware:

e Support an initiative of the Health Care Commission and the Division of Professional
Regulation to explore the routine collection of certain HIPAA-compliant data on
race/ethnicity/language from health professionals through the licensure renewal
process.

19 Due to data limitations, statistics in the DAVSR 2005 are only presented for black and white populations.
11 Executive Order Number 68: http://www.state.de.us/governor/orders/webexecorder68.shtml#TopOfPage
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Support budgetary requests for additional funding for the State Loan Repayment
Program (through the Health Care Commission) to recruit a racially/ethnically diverse
pool of providers to practice in underserved areas of the state.

Support increased funding to encourage DIDER and DIMER to begin to establish
relationships with Historically Black Colleges.
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Targeted Strategies to Promote Access to
Affordable, Quality Health Care in Delaware

2008 Strategic Plan —

The Commission focuses activity on five (5) major areas to promote and
improve access to affordable, quality health care:

1. Uninsured Action Plan

2. Information & Technology

3. Health Professional Workforce Development
4. Research & Policy Development

5. Specific Health Care Issues & Affiliated Groups
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Uninsured Action Plan —
State Planning Program

Purpose- the State Planning Program, launched in 2001 after securing funding from the U.S.
Health Resources and Services Administration (HRSA), permits continued analysis of health
insurance coverage options for Delaware. Over the course of the Planning Grant period the
Commission has rigorously reviewed and analyzed over twenty short term and long term
options. In 2007, Planning Grant funds expired, but after extensive consideration, two
strategies have been analyzed and the Commission concluded that these were most
appropriate for Delaware moving forward:

Preserve and Expand Coverage-

The Commission has defined a two-pronged strategy addressing the issue of access to
health care: preservation of existing insurance coverage; and expansion of insurance
coverage to the uninsured.

Preservation:

Small Group Insurance Reforms (Delaware Code Title 18, Chapter 72)
Small Group Health Insurance Pooling (New Task Force — HB 38)
Creenaght® Downstate Insurance Initiative

Expansion
S-CHIP — more aggressive enrollment of eligible children

Community Health Center Marketing
Primary & Preventive Care Expansion

Universal Coverage:

Single-Payer and Building Block Approaches - the Commission’s long-term coverage strategy
is the analysis of universal insurance coverage systems for Delaware. In 2007 a contract
was signed with Jonathan Gruber, PhD to conduct econometric simulation and analysis of
two models: traditional single-payer and a “building block” model that makes use of existing
systems and other state reforms. Results from this study are due to the Commission no later
than June 2008.

PRESERVE: SMALL GROUP HEALTH INSURANCE REFORMS

In 2006 a report prepared by Elliott Wicks, PhD, of the Economic and Social Research
Institute, was submitted to the Small Business Health Insurance Committee for
consideration. The Committee reviewed the materials and presented recommendations to
the Health Care Commission, adopted in May 2006, that seek to reform current small group
insurance regulations in Chapter 72, Title 18. The goal is to achieve better stability,
predictability and enforcement of insurance premiums in the small group market, primarily
affecting small businesses and small not-for-profit organizations.

One overall problem uncovered during the most recent analysis was that the current law is

complicated, difficult to understand and difficult to enforce. Specific problems identified
include the following:
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1. Problem: Rate Variation — High risk groups pay much more than low risk groups.
Generally the variation is five times more, but could be as much as 9 times more. (9:1)

Recommendation: Compress the allowable rate variation, phasing in a reduction over
a four year period. The initial allowable rate variation would be 5:1, and would decrease
by .5 annually until it reaches 3:1. The result of compressing the rates is that some very
low risk groups may experience increases, while high risk groups experience some rate
reduction. The gradual decrease will mitigate any potential “shock” of these rate
changes.

2. Problem: Multiple rating factors — The current law includes seven factors that can
be considered when determining rates:

Age Health-related factors Group size Class of business
Industry Location/geography Gender

Multiple factors give more leeway in determining rates and negate the intent of making
rates more predictable and stable.

Recommendation: Reduce the number of allowable rating factors to three:
Age

Health Status

Group Size

All three are legitimate predictors of risk, and the reduction will serve to keep rates
compressed and reduce variation.

3. Problem: Groups of One — Many states with similar laws define small groups as
those ranging from 2 — 50. Delaware opted to include “groups” of one to allow sole
proprietors to advantages of purchasing health insurance in the group market, rather
than the individual market. Interviews revealed that this allows an individual the option
of purchasing insurance in either the individual or group market, depending upon which
is more advantageous. Cost for a group of one is extremely difficult to predict, since
only one adverse event will raise costs and there is nowhere to spread the risk.
However, since the purchase of insurance in the group market by groups of one has
been permitted for several years, the committee believed it imprudent to prohibit it.

Recommendation: Retain the current definition of 1-50, but allow a one point higher
rate variation than groups of 2-50. Hence, the initial rate variation for groups of one
would be 6:1 and would gradually reduce to 4:1.

4. Problem: Rate stability — As group characteristics changed from low risk to high
risk, premiums were subject to very large increases. In addition to compressing the
allowable rate variation another mechanism to make rates more stable from year to
year needs to be implemented.

Recommendation: Limit the amount of increases due to changes in health status (one
of the allowable rating factors) to 15 percent.
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5. Potential Problem: “Virtual” self-insurance with stop loss coverage

Although not documented in Delaware, other states report fears that those purchasing
insurance in the small group market could avoid the laws by paying out of pocket for all
services up to a designated limit (example, the first $10,000 of cost) and purchasing
stop loss or reinsurance at a very low “attachment point” — in the current example,
$10,000. Unlike large firms that typically do self-insure, small firms are not well
equipped to act as self-insureds. This is not a typical scenario in Delaware, but one
which the Committee recommends should be avoided.

Recommendation: Proh