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Health Insurance Costs
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The challenges that we
have today are the same
challenges that employers
have seen coming for years.

But the challenges of today have arrived, and we must face them now.

In a new way.
In a new world.
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Health Insurance Costs
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Figure 1. Alaska Health-Care Spending LS @Yl
(In Billions of Dollars) Spending was $1.5 billion in
| 1991, $4.8 billion in 2005,
1991 and $8.2 billion by 2014
2005 . 0 CA 3 dzNDb M U
| -ISER

2014

A note on the timeline of the data: Centersfor

Source: Centers for Medicare and Medicaid Services (CMS) Medicareand Medicaid Service§CMS) publishes
data on personal health-care spending in

individual statesand the U.S as a whole Butit

publishesthat data only at 5-year intervals The
most recent update was in 2017, with

informationfrom 1991through2014

Chart from ISER (https://pubs.iseralaska.org/media/a3cda2f24-405¢95ce9b246244f5bf/Trends_in_Alaskas_Healthre Spendingdb)



Average annual employer sponsored insurance
premium

Data Type:

Plan Type: Timeframe
Dollars

State:
2 Selected Family 2002 to 2019

@ United States @ Alaska $22,969
Alaska

$25,000
$20,486
United

$20,000
States

$15,000

Dollars

$10,000

SourceSHADAC Analysis of Average Annual Employer Sponsored Insurance Premium, State Health Compare, SHADAC, Universif\gafdVigaidsmienpare.shadac.org.




G { LIS yperAp¢rsbn in Alaskaand
across the country was about the

same in 1991, but by 2014 it was Figure 3. Health-Care Spending Per Person,
more than a third higherin Alaska | ~ Alaska and U.S.
32,558 N
Spendingin Alaska and across the 1991 Us
country was around $2,600 per o

personin 1991

That spendingincreaseda lot in both
Alaskaand the entire U.S over the
yearg but the jump in Alaskawas
bigger,so that by 2014 spendingwas
more than $11,000 per person in
Alaskacomparedwith around $8,000
VIOGA2YS6ARSE

U.S.

Source: Centers for Medicare and Medicaid Services (CMS)
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Chart from ISER (https://pubs.iseralaska.org/media/a3cda2f@4-405¢95ce9b246244f5bf/Trends_in_Alaskas Healthre Spendingdb)
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Why are health insurance
prices rising?

Becausdnealthcarecosts are rising.
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Rising Costs: Lifestyle of General
Population & Chronic Disease

Up to
70%

of health care costs 2 F (0 K S $3/8ITiillibrih §r@dal health  is the most significant

attributable to care expenditures are for people with determinant of health
iIndividual behaviors chronic conditions (such as heart disease, status
such as smoking, cancer, diabetes, obesity, arthritis,
alcohol abuse, and 1 f T KSAYSNRAZ | yR SLIAESLA&y I yR
obesity health conditions, according to the CDC.
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110
Million

(27.4% of the Total Population)
Number of projected people in the
United States over age 60 by 2050

Rising Costs: Aging Population

$1.9
Trillion

Projection of Public Healthcare Spending by 2025,
which includes Medicare, Medicaid, CHIP, and
Marketplace subsidies. This accounts for nearly half
of the Federal mandated spending of $3.89 Trillion



Rising Costs: Administration

A System Inefficiencies
ADuplication and overuse of higgnd procedures
APreventable mistakes
AUnnecessary medical treatments and prescriptions

AMedical Malpractice
AMedical Malpractice has a direct relationship with the cost of care
ADoctors are more likely to practice defensive medicine
AEstimate: Medical malpractice adds betwesb-200 billion annually

A Estimate: Medical liability costs and defensive medicine combined account
for 7.2% to 12.7%f the increase of health care costs .‘.
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Rising Costs: Provider Shortages

AProviders are retiring
AAging population uses more medical care

AThe Association of American Medical Colleges estimates the US
could see a shortage of 54,100 and 139,000 physicians by 2033
(shortage applies td’rimary Care and Specialty Providers)

Aln Alaska, recruiting can be challenging, and often increases
overhead costs

AFewer providers means increased wait times to see doctors, and
could lead to more people going without a primary care doctor, and
more Vvisits to Emergency Room o2
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Rising Costs: New Therapies &
Pharmaceuticals

ACell and gene therapy treatments are expected to continue to be
developed and available in the next22 months.

AExamples:

AZolgensmareats spinal muscular atrophy in children under age
2 with biallelic mutations of SMN1 gene
A Cost of Therapy: $2,125,000
A Cost of Treatment: $236,000

ALuxturna treats retinal dystrophy. It is not a cure for blindness,
but can improve vision
A Cost of Therapy: $850,000
A Cost of Treatment: $94,000 ,g’:,
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Alaska -Specific Reasons for

Increasing Costs

AAl askals 80th Percentile Rul e
AExample: Dialysis in Alaska

ACommercial provider payment levels in Alaska are 76% higher than
levels nationwide.

APhysician payment levels are 148% higher in Alaska
AHospital payment levels are 56% higher

ARural Location of Alaska

AA 2016 study found that Hospital Margins in Anchorage are 20.6%,
compared to the nationwide average of 6.9%.

AHospita! operating costs outside of Anchorage are more than 2x the
nationwide average due to low occupancy rates, and cost of maint %,

0.0

the availability of service in remote areas
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How long can this trend
continue?
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How long can this trend continue?

A In December 2020, and January 2021, Kais&rThis image shows how a large majority of
Family Foundation and Purchaser Business survey respondents believe costs for
Group on Health surveyed key decision providing health benefits will become
makers (CEQOs, CFOs, Chief HR Officers, unsustainable in the nextH0 years
etc.) at large US employers obtain their
views on the rise of health costs.

Share Believing that in the Next 5 to 10 Years . ..

B Yes BNo

Cost of prowdmg. health benefits will 87 13%
become unsustainable

(0]
Need for greater government role in
g 9 85% 15% ®
coverage and costs ®.0
NOTE: Among Responding Employers sa Eﬁgﬁg""jﬁﬁgft‘ﬂess I(FF R Q
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How long can this trend continue?

This image shows all
the ways that large
companies will, or will
not, consider making
changes to try to
contain costs.
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