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Health Care

world class health
for Minnesotans at
a world competitive

cost per person Ð a system that
delivers best health and best
care at the best price for every
Minnesotan. Imagine staying in your job because it
matches your talents and lifestyle and not just because it offers health
care insurance. Imagine taking care of a health condition when itÕs a
small problem Ð before it becomes a really big Ð and really expensive
Ð problem. Imagine a true health care system, not a sick care system. 

W e were at a meeting the other night with about 150 people.
We asked them ÒHow many of you got a wage or salary increase last
year?Ó Nearly every hand in the room went up. Then we asked, ÒHow
many of you are actually taking more money home?Ó Very few hands
went up. Where is that hard-earned money going? ItÕs going toward
rising health care premiums, deductibles, co-pays, and other medical
expenses.

What is true for those folks is also true for MinnesotaÕs businesses, farm-
ers, community organizations and government. If Minnesota doesnÕt
reduce health care costs, they will keep eating away at the stateÕs quality
of life. Employers can no longer afford their health care promises.
Employees feel trapped by beneÞts that they cannot afford to leave
behind. More and more people are being left to fend for themselves.
Families live in fear of being one major illness away from Þnancial ruin.
Health care costs are the greatest threat to MinnesotaÕs future
prosperity, security, and economic competitiveness.

While health costs are making our economy sick, the health care system
is not making people well. As a nation, we pay 50 percent more than any
other country for health care and get below average health outcomes.

A population that is healthy at a world-class level is a powerful
competitive advantage Ð an engine for success. A healthy population is
a requirement for a healthy economy and a vibrant community. TodayÕs
productive employees who shoulder heavy health care costs are at a

competitive disadvantage that threatens MinnesotaÕs future.
     Unhealthy kids struggle to learn.  Unhealthy workers and 
     farmers struggle to produce.

ItÕs time to act.
To Þx the health care system, 
Minnesotans must accept their 
responsibility to be healthy, get care
when they need it, and help others
get access to health care services.
For its part, government has the 
responsibility to ensure that the
health care system provides high
quality services that are affordable
and available to all Minnesotans.
And, businesses Ð whether they be
care providers, insurers, or 
employers Ð must assume their 
responsibilities as well and be open
to systemic change in the way health
care is delivered and Þnanced. ItÕs
time to rewrite the rules of the game
to get the results Minnesotans want.
Anything less jeopardizes the great
quality of life we have come to 
expect in Minnesota.
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                                        Health Care Costs
Average Annual per Household Health Care Costs (MN): $11,000

Source: PhysiciansÕ Plan for a Healthy Minnesota: The MMAÕs Proposal for Health Care Reform, 2005

THE FACTS

¥  More than 20 percent of health 
care costs go to overhead and 
administration.

¥  The administrative complexity 
is staggering:  Hundreds of 
different forms, coding systems 
and computer programs required
by each individual provider,
insurer and health care agency.
This inefÞciency does little or 
nothing to make people healther.

Overhead Costs

¥  Up to 30 percent of health care spending does not improve peopleÕs
health, because it is ineffective or unncessary.

¥  A recent report noted that 20 percent of medical tests were repeated
because the results werenÕt available to the attending physician.

¥  Multiple studies have reported that people get Best Care Ð care
consistent with the best evidence of what works Ð less than half 
the time.  The Minnesota Citizens Forum on Health Care Costs 
pointed to Minnesota data showing that for some diseases, Best 
Care is delivered no more than 20 percent of the time.

¥  Most patients and even their doctors do not know which physicians, 
clinics, or hospitals deliver Best Care.

Quality of Care

¥  70-80 percent of health care spending goes to treat diabetes, heart disease, cancer, asthma and other 
chronic diseases (see chart below).

¥  The lack of Best Care for these conditions leads to complications for patients, additional treatments and 
interventions, and therefore higher costs. 

¥  In addition, not enough resources are devoted to preventing these diseases from occurring in the Þrst 
place.  It makes no sense to spend billions on treatments after the fact and so little on prevention.

Chronic Diseases
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Economic Threat

Long Term Care

Uninsured

¥ Approximately 40 - 50 percent of all personal bankruptcies are caused by familiesÕ 
inability to pay soaring medical bills.

¥ State and local governments are the largest purchasers of health care services in Minnesota, 
buying about 25 percent of the total Ð or roughly $8 billion per year.  Without intervention 
those costs will continue to grow at double digit rates.

¥ Health care is in competition with every other public service for scarce tax dollars.  Rising 
health care costs suck money away from improving our schools, Þxing our roads, and 
repairing our environment.

¥ At any point in time, about 8 percent of Minnesotans (400,000 people) donÕt have health insurance.
Because people move in and out of the insured pool, an even greater number are without coverage at 
some point during the year.

¥ Approximately 60 percent of uninsured are eligible for an existing government insurance program but 
donÕt know it or donÕt act on it.  30-40 percent of those without health insurance could afford insurance 
but choose otherwise.

¥ Many healthy young people see no need to buy insurance.
¥ Some working families and individuals are not eligible for government assistance and perceive premiums

for coverage as unaffordable.
¥ Those without coverage end up using our emergency rooms as their only source of care. This is not optimal 

for their long-term health and creates a tremendous cost to societyÕs pocketbook.

¥ Chronic, disabling diseases represent the fastest growing costs in health care and in the provision of 
long-term supportive services (nursing homes, assisted living, etc).

¥ Minnesota has depended more than most states on government-Þnanced, government-regulated
nursing homes as the model for long term care.

¥ Older Minnesotans value their independence Þrst and foremost Ð in making choices about where they 
live and how they are cared for.

¥ Few Minnesotans have either insurance for long term care and supportive services or a health care
directive (living will).  Without both, they risk losing their independence and control over the choices 
about their care.
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What Matters Most
¥ Four factors inßuence the health of people Ð personal behavior, genetics, environment, and treatment.  Of 

these, the most powerful is personal behavior Ð it accounts for 50 percent of the variance in our health.
¥ Treatment (access to care and the quality of that care) accounts for only 8 percent of the variance in our 

health.
¥ Nevertheless, we spend 88 percent of our collective resources on treatment but only 4 percent on changing 

personal behavior.

Opposing Views

¥ The health care debate, like so many others, has divided Minnesotans.
¥ One side claims the best solution is universal, single payer health care run by the government.  In this 

scenario, the state would assume responsibility for paying for everyoneÕs health care.  The government would 
have to raise taxes to pay the bill.

¥ Another side believes the market can solve the problem through competition.  They think each 
Minnesotan should be a free agent buying his/her own care with his/her own money Ð usually from a 
combination of wages and employer contributions to a health savings account.

¥ Many Minnesotans donÕt trust a government monopoly to Þx this problem.  Conversely, they donÕt believe that 
market forces alone will appropriately address their needs or assure that everyone gets needed care.  They 
fear that corporate interests will take priority over the needs of individuals. 

Source: US Centers for Disease Control
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WHAT MINNESOTANS WANT

Minnesotans do not want to be forced to choose one of the two extremes.
Instead, Minnesotans want a health care system that:

¥  Gets costs under control
¥  Delivers better quality care 
¥  Provides affordable access for everyone

They also want a health care system that is built on principles that:

¥  Reinforce personal responsibility
¥  Emphasize prevention
¥  Provide consumers with useful information about quality and cost
¥  Recognize governmentÕs important role in assuring the overall 

fairness, efÞciency, and effectiveness of the system
¥  Leverage marketplace competition to get better value

Minnesotans recognize that health care must change if it is to be 
sustainable and affordable.  They also know that everyone Ð patients, 
providers, insurers, businesses, and government Ð must be working 
together (not Þnger-pointing) if we are to move forward.  MinnesotaÕs
historical strengths in public health as well as in health care delivery,
management, research, and medical technology are valuable foundations
on which Minnesota must build.

Much valuable work has already been done to engage citizens all over the
state on their expectations for a better health care system thanks to the
efforts of the Minnesota Citizens Forum on Health Care Costs in 2004.
This group and others have already indentiÞed practical solutions to the
stateÕs health care crisis (including the Minnesota Medical AssociationÕs
Proposal for Health Care Reform in 2005 and the Citizens LeagueÕs report
on Medical Facility Expansion in 2006).

ItÕs time to build on these exciting but, thus far, largely ignored reform
proposals. We know what needs to be done to move our state forward. ItÕs
time to act.  We donÕt need another diagnosis; what we need is a 
treatment plan and the leadership to get it done.  ItÕs time for bold, 
courageous, competent, and collaborative leadership.
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WHAT NEEDS TO BE DONE

1

2

You bet there is! We can begin 
now to reduce health care costs, improve quality and
provide insurance coverage for all Minnesotans. In
order to deliver the health care system Minnesota
wants, the Hutchinson/Reed Administration will:

Cut the cost of administration and bureaucracy in half by 2010.

¥  Mandate common administrative processes, forms, codes, and information technology.
¥  Require electronic medical records and capability for data interchange with strong security to 

protect patient privacy.
¥  Review state regulations and procedures and change or eliminate those that do not advance or 

protect the publicÕs health.

We estimate that this can save the state and local governments as much as $800 million per year.

Improve the quality of care and reduce its cost Ð particularly the 
burden of chronic disease - by 2010.

¥  Establish aggressive targets for the percentage of patients who will receive Best Care.
    These goals would include:

95 percent of children and 90 percent of adults receive appropriate preventive care, including 
immunizations, lead screenings, cancer screenings, etc. Ð up from approximately 75 percent today.

90 percent of patients with Þve serious chronic diseases (asthma, depression, diabetes, heart disease, 
and tobacco addiction) receive Best Care to reduce complications caused by their disease.

Eliminate the occurrence of the 27 ÒNever EventsÓ (serious medical mistakes reported to the 
Department of Health; there were 106 reported last year) and eliminate harmful medication errors.

Eliminate demographic disparities in the delivery of chronic and preventive care.

¥  Pay providers for producing positive health outcomes, not just performing procedures.
    Pay for what works and stop paying for what does not work or is of poor quality.

We estimate that by reducing the amount of unnecessary or ineffective care by 50 percent, our plan can
save state and local governments approximately $900 million per year. Unnecessary and ineffective care
accounts for 30% of the nearly $6.5 billion that state and local governments spend on non-administrative
health care costs.
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Assure that every Minnesotan gets affordable,
quality basic health care when they need it.

¥ Require basic health care insurance coverage for all residents.
Expect all Minnesotans to have the minimum basic coverage 
and make it possible for them to buy more extensive coverage if 
they choose.

Basic coverage would include preventive, primary, mental health, 
and catastrophic care as well as a prescription drug beneÞt.

Health care coverage would be available from a variety of sources,
including private insurers, self-insured employers, Minnesota Care,
Medicaid, Medicare, and others in the competitive marketplace.

Those who are Þnancially able would be responsible for paying their 
insurance premiums.  Those with less income would receive
Þnancial assistance through sliding-premium scales (such as under 
Minnesota Care) or refundable tax credits.

Insurance plans would include personal Þnancial incentives for 
healthy behavior such as premium discounts for not smoking, 
exercising regularly, and maintaining a healthy Body Mass Index 
(BMI).

¥ Promote the creation of competitive insurance products Ð 
especially for small businesses and organizations and for 
those living in greater Minnesota Ð using larger pools to 
reduce premiums and prescription drug costs.

¥ Review and modernize mandated beneÞt packages 
(including prescription drugs) based on evidence of their 
proven contribution to health outcomes.

We estimate that this will cost state and local governments a net of 
approximately $550 million per year; the cost for adding coverage
Ð estimated by the Department of Health at $660 million Ð will be offset
by savings in uncompensated care.

The Medical Arms Race 

Technology has been an important
part of improving health care.
Innovation in areas such as 
implantable medical devices and 
diagnostic tools has literally 
re-shaped the landscape of medicine.
It has also contributed to the 
explosion in health care costs.
Minnesota needs leaders who will
bring this issue front and center,
convene the appropriate stakeholders,
and craft solutions that rein in the use
of medical technology whose costs
far outweigh their beneÞts Ð all 
without compromising the 
entrepreneurial spirit we need to 
continue making advances.
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4 Make it rewarding for consumers
to take greater responsibility for
their health and control of
decisions about their care.

¥ Provide insurance premium discounts for those 
individuals who do not smoke, maintain a healthy 
Body Mass Index (BMI), and/or regularly
exercise.

¥ Provide a Þnancial incentive to those patients 
who comply with Best Care practices for 
preventive and chronic disease care (e.g., 
getting immunized, following prescribed
diabetes treatment, etc.); this could include 
eliminating co-pays for these patients.

¥ Offer all Minnesotans the option to choose 
insurance plans that combine a consumer-
controlled health spending account with 
insurance for catastrophic coverage.

¥ Encourage consumers to purchase long-term 
care insurance so that Ð in the event of a 
chronically disabling condition Ð they are able to 
preserve their independence and choose the 
care that best Þts their needs; challenge and 
work with the long-term care insurance industry 
to improve its product offerings.

We estimate that there will be no net costs to state
and local government due to savings from better
health outcomes.

Make detailed information on
health care quality and cost readily
available to everyone.

¥ Make public and easily accessible the prices for 
key services and treatments charged by health 
care providers.

¥ Accelerate and improve the accessibility and 
usefulness of current public and private 
initiatives to provide health care quality data to 
consumers.

¥ Promote the use of the Internet, public libraries 
and other commonly-used sources as ways for 
consumers to access this information.

We estimate that this will not add signiÞcant 
additional costs to state and local governments 
beyond what is currently spent in this area.

Implement the public health measures most beneficial to improving
our health.
¥  Implement a state-wide indoor workplace smoking ban.

¥  Make tobacco excise taxes more commensurate with the actual cost of medical care for 
smoking-related diseases.  Any increase in this tax would be offset by a corresponding reduction
in the 2 percent health care provider tax.

¥  Reinvigorate anti-smoking and anti-drunken driving initiatives.

¥  Launch aggressive public health efforts aimed at curbing the obesity epidemic and increasing
the number of Minnesotans with a written health care advance directive.

We estimate that this will not cause any net cost increase to state and local governments. 
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Doing all of these things will allow Minnesota to improve health care quality, reduce costs, extend access to everyone
AND use the savings (as much as $1.15 billion per year for state and local governments) to invest in the other three
keys to MinnesotaÕs long-term prosperity, security and economic competitiveness Ð education, transportation and the 
environment.  If businesses, farmers, and organizations throughout the state pursued these same actions, they 
would reduce the economic burden of health care by 25 percent or about $7 billion.  Doing so will greatly improve
our competitive position in the global economy.

How WeÕll Work Together

The keys to successful implementation of such a signiÞcant reform effort are focus and collaboration. Provider
groups across the full spectrum of the health care system (e.g., community clinics, emergency medical services
and Þrst responders, public and private mental health agencies, hospitals, physicians, etc.) must play their part in
reaching Minnesota!s health care reform goals. Consumers, insurers, local governments, public health ofÞcials,
colleges and universities, business groups and others must join the debate to Þnd solutions needed to reform health
care. And legislators and policy advisors from all parties must work together on the agenda. Everyone involved
in health care must identify and commit to the contributions they will make to move this effort forward.

Serious work on health care must deal aggressively with all three issues Ðcost, quality and coverage. To get it
done, everyone must face facts honestly and courageously. Minnesota can fully harness the altruism, ingenuity, and
creativity of the state!s health care professionals, institutions, and companies and engage ordinary citizens as full
team members in setting the standards and expectations for results.



Control Health Care Costs
Saves $1.7 billion a year

¥ Standardize common administrative
processes, forms, coding, electronic
medical records - saves $800 million a year.

¥ Improve the quality of care and reduce
the cost of unnecessary or ineffective care
(especially for chronic diseases) by 50
percent - saves $900 million a year.

Health Care
Ensure every Minnesotan gets affordable quality basic health insurance -
costs additional $550 million a year.
! Mandate that everyone have at least basic health insurance that includes preventative, primary,
mental health, and catastrophic care as well as a prescription drug benefit.

! Subsidize low-income householdsÕpremiums using sliding-scale fees or refundable tax credits.
($550 million)

! Require insurance plans to include financial incentives for healthy behavior.

Education
Double the odds of college graduation; close the education gaps from
pre-K to college - costs additional $400 million a year.
! Assure quality early childhood education for every low-income and at-risk child. ($100 million)

! Make all-day, every-day kindergarten available to every child. ($150 million)

! Make high school graduation standards and college admission standards the same - guarantee
MNSCU admission for high school graduates.

! Double the need-based financial aid for Minnesota college students. ($150 million)

Environment & Energy
Restore what weÕve lost, preserve what we have, reduce future threats -
costs additional $200 million a year.
! Dedicate funding for natural resources, wetlands and wildlife habitats. ($100 million)

! Dedicate funding for cleaning up and maintaining our waters - Clean Water Legacy Act.
($100 million)

! Cap and lower greenhouse gas emissions to 1990 levels by 2020 - through conservation, use of
renewable energy sources, and new technology.

Transportation

! Dedicate all of the motor vehicle sales tax (MVST) to transportation. ($300 million)

! Dedicate one-fourth of one percent (0.25%) of state sales tax to metro and Greater Minnesota
transit. ($180 million)

! Increase gas tax by 10 cents per gallon (Adds $320 million to highway fund)

Minnesota Forward
Moving

Deliver reliable transportation and transit - costs additional $480 million
a year to the General Fund.


