New York

HP MEMORANDUM IN OPPOSITION
FOR IMMEDIATE RELEASE: MAY 7, 2022

41 State Street * Suite 900 Re:  A.6058 (Gottfried)/S.5474 (Rivera) AN ACT to amend the public
e 2 22 health law and the state finance law, in relation to establishing the New York
www.nyhpa.org Health Act

This legislation would create a government-run, single payer health plan. The New York Health Plan Association
(HPA) opposes A.6058/S.5474.

HPA and our member health plans believe every New Yorker deserves coverage for high-quality, affordable health
care, and the work of our member health plans in implementing the Affordable Care Act and the state’s Medicaid
Redesign program is a major reason for New York’s ability in insuring more than 95% of state residents. The
legislature voted to adopt several coverage expansion provisions in the FY23 budget that will further reduce the
number of insured. The state should continue to build upon this progress to realize the goal of universal coverage.

The New York Health Act would establish a government-run program that eliminates all private insurance and is
the wrong approach for New York. Revisions to the bill fail to address its fundamental flaws — it will result in
massive new taxes and provide fewer choices over doctors, treatment and coverage, and threaten the quality of
care for all New Yorkers.

Massive Tax Increases
According to a March 2022 report published by the Empire Center, the tax burden resulting from this proposal
would be unprecedented and devastating. Specifically,

e The necessary tax hike would likely be the largest ever enacted by any state.
New York’s tax burden, already high, would become an extreme outlier.
Some people might save money, but others would pay substantially more.
The incentives for tax migration would balloon to unprecedented levels.
Even a small amount of migration would decimate the tax base.
Health funding would become more vulnerable to booms and busts.

e Rising medical costs would create pressure for further tax hikes.*
An independent analysis by the RAND Corp. for the New York State Health Foundation published in 2018
estimated over $139 billion in new taxes would be needed in 2022 and $210 billion in 2031 to fund the New York
Health Act, provided that the state received the necessary federal waivers and would be able to regulate provider
rates and drug prices. The analysis noted that New York would need to increase taxes even further if the projected
savings from cutting prices paid to providers don’t materialize or if wealthier New Yorkers and/or New York
businesses abandon the state.

The analysis noted that the cuts in provider rates are highly uncertain and based on whether the state is willing and
able to regulate the prices charged by doctors, hospitals and pharmaceutical manufacturers, despite any evidence of
their willingness to be paid less than they are today. Additionally, the RAND analysis was predicated on the
assumption that the state would receive a federal waiver, which is doubtful.

While the RAND analysis is most often cited by both proponents and opponents of the bill, the study is outdated
and fails to account for two major revisions to the proposal: including long-term care as a benefit and exempting
income under $25,000 from the taxes to support the program. Using the assumptions in the RAND study and
accounting for these changes, the Empire Center analyzed the projected tax rates and costs necessary to fund the
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New York Health Act, highlighting the impact of the payroll and non-payroll taxes necessary to support the
proposal:?

Figure 1: Impact of NY Health Act payroll tax Figure 2: Impact of NY Health Act non-payroll tax
Based on RAND projections Based on RAND projections.
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The bill fails to specify how the bill will be paid for, requiring a commission to be established upon passage to set
the tax structure, skirting the essential question: How much will this cost New York residents and employers?

While proponents argue that a government-run, single payer system could address these costs and be financed from
savings in administration and from bulk purchasing, any administrative savings associated with a single payer
system will not be sufficient to ensure coverage for every New Yorker without a massive tax increase.

Further, Vermont, the only state that has voted for a government-run, single payer system, chose not to proceed
once it determined that the financing would be impractical and require significant increases in corporate and
income taxes that would be detrimental to individuals, employers and the state’s economy overall. In deciding to
shelve its single-payer plan in 2014, former Vermont Governor Peter Shumlin stated that the costs of his
proposed reform would be too great, noting:

""The taxes required to replace health care premiums with a publicly financed plan that would best serve
Vermont are, in a word, enormous."'

Other states have also rejected single payer. In California earlier this year, a single payer measure stalled
before it could be brought to a vote. One reason cited, legislative analysts estimated it would have could cost
between $314 billion and $391 billion a year. Colorado placed Single Payer on a ballot initiative, where it was
defeated 70-30.

Additionally, those who tout Medicare’s “low” administrative rates typically fail to note that some of
Medicare’s capital and benefit costs are funded elsewhere in the federal budget, and that Medicare typically
contracts with health plans to process claims and offer services that benefit consumers. Administrative costs,
such as care management programs for individuals with chronic conditions, claims administration and health
information technology, as well as government assessments, taxes and reporting requirements, account for
roughly ten percent of the premium. A government-run system is unlikely to lead to significant long-term
administrative savings.

Fewer Choices, Longer Wait Times & Diminished Quality

There are serious quality concerns associated with government-run, single payer systems. Even with massive tax
increases, patients may still have to wait longer for treatment and won’t be guaranteed to see the doctor or specialist
of their choice. Evidence demonstrates that these systems fail to provide timely access to high-quality, innovative

2 Sticker Shock: The Impact of a ‘Single-Payer’ Health Plan on New York Taxes, March 1, 2022,
https://www.empirecenter.org/publications/sticker-shock-single-payer/

The New York Health Plan Association represents 29 managed care health plans that provide comprehensive health
care services to nearly 8 million New Yorkers.



https://www.empirecenter.org/publications/sticker-shock-single-payer/

medical care to all individuals. Often, patients have less access to the latest medical technology and breakthroughs,
fewer choices and longer wait-times to receive basic and specialty care.

The Canadian system offers a good comparison to what is being proposed under the New York Health Act. A 2021

survey by the Fraser Institute, a non-partisan research and educational organization based in Canada, noted that

waiting for treatment has become a defining characteristic of the Canadian health care system.® In 2021, wait

times for care in Canada increased to an average of 25.6 weeks — the longest wait time ever recorded.*

o Its survey of specialist physicians reported a median wait time of 11.1 weeks from a referral by a general
practitioner to consultation with a specialist.

e The survey also reported a median wait time of 14.5 weeks between referral from a specialist and receipt of
treatment.

e Patients also experience significant wait times for various diagnostic technologies, including 10.2 weeks for a
magnetic resonance imaging (MRI) scan, 5.2 weeks for a computed tomography (CT) scan, and 3.6 weeks for
an ultrasound.
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Rather than continuing to devote attention to a system that ultimately will lead to higher taxes, limit access and
restrict options, the focus needs to be on efforts to expand coverage, address costs, and improve quality without
disrupting current coverage options for employers and consumers.

For all these reasons, the New York HPA OPPOSES A.6058/S.5474.
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