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The growing problems of health care access and rising costs 
 

•Access is not the only challenge we face. 
 

 
•Health care costs are expected to continue to rise dramatically, impacting 
consumers, employers and government budgets – in essence, the health of our 
state.  

 
 

•By all accounts, the system we have created over the years is more 
administratively complex and costly when compared to other nations, even 
those with small populations, that guarantee health care coverage for their 
residents.  

 
 
Dr. Rick Madden, a practicing family physician, will describe some of the 
administrative challenges that impact physicians and interfere with patient care. 
His perspective adds to the list of the many compelling reasons why the Health 
Security Plan design process is so important.
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Source:  T.R. Reid, The Healing of America:  A Global Quest for Better, Cheaper and Fairer Health Care, 
Penguin Books, 2010, p. 43. (as cited in book, originally published in the Wall Street Journal.) 
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The Health Security Plan design process  
 

•It provides our state with the opportunity to explore a different path, to 
come up with New Mexico solutions that will simplify this complex system and 
address access issues and rising costs.  

 
 
The Health Security Act - an alternative model, a homegrown approach  

•The Act is the result of years of input from New Mexicans from all over the 
state. 

•The Act would enable our state to create a Plan that would guarantee 
comprehensive coverage for most state residents, along with freedom of 
choice of health care provider. It would be administered by a geographically 
representative citizens’ board (like a co-op). Private insurance may play a 
supplemental role, as it does in many European countries (and as is the case 
with traditional Medicare). 

 

The cost advantages of creating our own New Mexico health coverage plan  

•Three independent New Mexico studies, the most recent in 2020, have 
demonstrated that such a plan will dramatically reduce the rate of increase of 
rising health care costs, saving hundreds of millions of dollars in the first five 
years alone. It will also simplify what has become an administratively complex 
and costly process that frustrates both providers and patients. And virtually all 
New Mexicans have coverage. 



2020 KNG Cost Analysis 
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Comparing the Projected Rate of Growth in Health Care Costs 2024–2028 
Between Baseline* (Current System) and Health Security** (4 Scenarios) 

No Matter the Scenario, the Difference Is Significant 
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 “Over the long-term, we projected that the HSP would decrease total health spending in New 
Mexico if administrative costs are kept at levels proposed by the HSA.” Final Report, p. xi 
 

 
Source: “Fiscal Analysis of New Mexico’s Health Security Plan: Final Report,” June 30, 2020.  KNG Health 
Consulting.  Figure 5.3, p. 49; Table A1.6, p. 72; Table A2.6, p. 78; Table A3.6, p. 84; and Table A4.6, p. 90. 
Percentages calculated by the Health Security for New Mexicans Campaign, based on data provided in the above-
cited figure and tables. 
 
*  Baseline = Includes all New Mexicans except the non-civilian and over-65 populations. 
**Scenarios 1-4 = Includes the 1.3 million to 1.4 million New Mexicans estimated to be covered by the 
Health Security Plan (77% to 81% of the civilian and under-65 population), depending on the scenario.  
(KNG Final Report. “Effects on Health Coverage,” p. 45)  

 
2024–2028 Rate of Growth in Health Care Costs 

In millions of dollars 

  2024 2025 2026 2027 2028 

Cost Increase 
from 2024 to 
2028 

Health Care 
Cost Growth 
Rate from  
2024 to 2028 

Baseline 12,919 13,416 13,932 14,484 15,043 2,124 16.4% 
Scenario 1 9,796 10,062 10,340 10,832 10,955 1,159 11.8% 
Scenario 2 9,796 9,961 10,135 10,511 10,688 892 9.1% 
Scenario 3 9,094 9,341 9,601 9,884 10,161 1,067 11.7% 
Scenario 4 9,094 9,250 9,411 9,591 9,761 667 7.3% 

Source: “Fiscal Analysis of New Mexico’s Health Security Plan: Final Report,” June 30, 2020.  KNG Health 
Consulting.  Figure 5.3 and Tables A1.6, A2.6, A3.6, and A4.6. Figures in shaded columns calculated by the Health 
Security for New Mexicans Campaign, based on data provided in the above-cited figure and tables. 
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2007 Mathematica Cost Analysis 
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Brief Descriptions of the Five Models as assumed and analyzed by Mathematica Policy 
Research, Inc. for the Governor’s Health Coverage for New Mexicans Committee  

Model 1. Health Security Act, Version 1: Sets up a cooperative to provide health insurance to almost all 
New Mexicans. This version assumes provider overhead savings only in urban areas.  

Model 2: Health Security Act, Version 2: Sets up a cooperative to provide health insurance to almost all 
New Mexicans. This version assumes no provider overhead savings.  

Model 3. Health Choices, Version 1: A health insurance marketing alliance that provides vouchers to 
almost all New Mexicans, paid for with taxpayer dollars, and requires that all New Mexicans, including all 
employers, participate. Please note that Version 1 is not included in the chart. Version one was even 
more expensive than Version 2.  

Model 4. Health Choices, Version 2: A version of the health insurance marketing alliance that allows 
employers who provide insurance to opt-out of the alliance. Everyone else must participate. (This model 
is somewhat similar to the Affordable Care Act that requires an exchange.)  

Model 5. Health Coverage Plan: Expansion of the current system, assuming all those eligible for 
enrollment in Medicaid and other public programs do so. Requires everyone to either purchase private 
insurance or enroll in a public program. (This model does not include an exchange.)  

Mathematica assumed that everyone would be insured regardless of the approach. The models 
did not include the over-65 population and the institutional populations.

 

*Study excludes over-65 and institutional populations.  Also assumes everyone insured. 

Source:  Mathematica Policy Research, Inc., "Quantitative and Comparative Analysis of Reform Options for 
Extending Health Care Coverage inn New Mexico," Final Report, July 31, 2007, p.65 
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Why the Health Security model results in lower costs  
 
 

•The Health Security Act contains key provisions that, based on the experiences of other 
countries, lead to lower health care costs and provide guaranteed, secure access to care.  
 
 
•All countries that have guaranteed universal coverage – even those with small populations 
–have developed policies that not only result in lower per capita spending but also result in 
better health outcomes than the United States.  
 
 
•Moreover, private independent medical practices are alive and well, and there is a strong 
private insurance supplemental market. 
 

 
Key policies that lead to lower costs 
 
✔  the ability to ensure a stable guaranteed revenue source for hospitals 
✔  the ability to standardize (simplify) health professional payment systems  
✔  the ability to negotiate drug prices  
✔  workable IT systems that provide providers – including health facilities – 

 with the medical information they need  
✔  a much simpler administrative system 
✔  shared risk based on the old-fashioned principle that we are all in it 

together  
 

And, of course, residents of these countries have secure coverage and do not 
worry about paying unaffordable health care bills or going bankrupt due to 
medical debt.  
 

In his posthumously published book Priced Out: The Economic and Ethical Costs of 
American Health Care (2019), renown health economist Uwe Reinhardt observed 
the following: 

No other country among the developed economies spends nearly as much on 
administrative overhead as does the United States. (p. 25) 
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There is no one way to develop these universal health care policies  
 

• All these countries have come up with different ways to implement these 
policies that lead to lower costs  

 
One great resource on other systems is the Commonwealth Fund’s 2020 
International Health Care System Profiles. 
 
https://www.commonwealthfund.org/international-health-policy-
center/system-profiles 

 
Why the Health Security Plan design process is so critical 
 

• The Health Security Act contains provisions that include these critical cost 
containment policies. However, it does not spell out how they will be 
implemented.  

 
• The focus of the design process is to learn about other experiences and 

figure out what will work for our state. 
 
 
Three critical issues to keep in mind: 
 

1. The design process is not “another study.”  
 

Conducting a predictive cost analysis of the Health Security Plan is very 
different from working out the policy details. 

 
2. The consultants hired by the Superintendent of Insurance last year were 

very encouraging about next steps.  
 

They DID NOT conclude that setting up our own health plan is unworkable. 
In fact, all the reports made recommendations for next steps in the design 
process.  
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“An Analysis of New Mexico’s Health Security Act: Moving 
Forward within the Current Federal Legal Landscape” - Sara 
Rosenbaum, Morgan Handley (George Washington University), Thomas Barker, Ross 
Margulies, Haider Andazola, Alexander Somodevilla, Regina DeSantis (Foley, Hoag & Eliot), 
Report Submitted to the Superintendent of Insurance, January 27, 2022, pp 20-21  

ii. Section 402 – Potential Applicability to the Health Security Act  

Like § 1115, § 402 does not offer New Mexico a legal basis for seeking a complete replacement 
to Medicare and Medicaid. But, in combination with § 1115, § 402 might offer the state 
flexibility to implement the Health Security Act as a “Health Security Plan” that 
effectuates coverage under both programs, much as the Plan would be the means by which 
coverage is effectuated for individuals receiving ACA subsidies. Each market – Medicare, 
Medicaid, and the ACA subsidy market – would continue as the legal authority for coverage 
rather than being merged into a single Health Security Plan. At the same time, the Plan would 
take the place of the Medicaid managed care and the Medicare Advantage markets and would 
also be the means by which the traditional Medicare program operates. Put another way, rather 
than acting as the prime source of coverage, the Health Security Plan would operate as the 
administrator of coverage across the Medicare, Medicaid, ACA premium subsidy, and (possibly) 
the employer markets. Separate sources of insurance coverage would continue to exist, but all 
sources of insurance coverage would be implemented through a single public administrator. This 
approach might be feasible. Indeed, Vermont appears to be doing something similar with its 
Medicaid program under a recently- submitted § 1115 proposal, and Connecticut has historically 
operated its Medicaid program by means of a public organizational structure that effectively 
functions as a state-wide managed care plan (Connecticut does appear to use a private third party 
administrator, much as a self-insuring employer might do).  

As with § 1115 demonstrations, § 402 poses a threshold issue that would determine whether New 
Mexico could utilize this special authority to implement the Health Security Act as a publicly- 
sponsored managed care arrangement, if not as a primary insurer. This threshold question is 
whether the Health Security Act can properly be characterized as a demonstration that is 
consistent with at least one of the enumerated purposes under § 402(a)(1). New Mexico arguably 
satisfies the following purpose under paragraph (C):  

“(C) to determine whether the rates of payment or reimbursement for health care 
services, approved by a State for purposes of the administration of one or more of 
its laws, when utilized to determine the amount to be paid for services furnished 
in such State under the health programs established by the Social Security Act, 
would have the effect of reducing the costs of such programs without adversely 
affecting the quality of such services;” 



Health Security Act Roundtable with Consultants 
Hosted by Office of Superintendent of Insurance 

3/14/2022 
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Sara Rosenbaum, J.D. 
Harold and Jane Hirsh Professor of Health Law and Policy, Milken Institute School of Public Health, 
George Washington University 
 
Thomas Barker, J.D., former general counsel to the Centers for Medicare & Medicaid Services (CMS), 
Foley Hoag law firm: Firm has seven decades of legal experience dealing with federal health care laws 
and regulatory policy. 
 
The GW report assumption was that Health Security is a law that is designed to essentially merge other 
health care markets into one (with some exceptions). (This approach was not, in fact, assumed in the 
Act, but it is an important point to understand.) 
 
Sara Rosenbaum:  
 
“We are extremely pleased to do this work for New Mexico because your law is so important and such a 
precedential law, and we’ve been really excited about trying to figure out with you and for you how to 
move down this complicated pathway of making the law a reality, given the complicated thicket of 
federal laws you need to deal with.” (6:27) 
 
What Sarah Rosenbaum calls their “punch line.” 
 
“We think that it is not possible under existing federal law to essentially replace these disparate 
markets, but we do think that there are things that could be done to bring some of these markets into 
greater alignment with the principles of the Health Security Act and to align the markets with some of 
the requirements and the principles by which the Health Security Act would function. And so, we think 
there is a really rich agenda ahead of you short of what would really be a consolidation into a single-
stream health insurance system.” (9:20) 
 
In response to questions from legislators: Do we go to CMS with some proposals, with support from 
providers and others in the state? Or go to CMS and ask them what can we do?  
 
Sara Rosenbaum: “I think you want to be very clear with CMS with what you are hoping to do and the 
fact that it absolutely has a lot of support in the state and essentially use them as technical advisors.” (1 
hr:11)  
 
Thomas Barker: “It is better off going in with an outline of what you want to accomplish…Here is what 
we want to do with the Medicaid population, here is what we want to do with the exchange population, 
here is what we want to do with the Medicare population, etc., etc.” (1 hr:11) 

Miriam Laugesen, Ph.D., Department of Health Policy and Management in the Mailman School of Public 
Health, Columbia University. Consultant on payment models.  

“You have the opportunity to unify programs under a multi-payer framework and you have the 
possibility of extending it to federally funded programs. So, there is a lot of possibility. The most 
important thing is that payments be standardized.” (54:30)
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Three critical issues to keep in mind (continued): 
 

3. Interim measures can be implemented while we continue to develop policies 
that will address cost and administrative simplicity. 

 
 
The design process is like putting together the pieces of a jigsaw puzzle  
 

• To solve the puzzle, we don’t just pick each piece individually. What is 
required is to organize the key ones first – the ones more important to 
helping solve the puzzle: the edges or, say, those that have the color blue.  

 
• The goal of the Health Security design process is to enable us to roll up our 

sleeves, learn from other experiences, figure out how we can simplify our 
overly complicated system, and create New Mexico–appropriate policies that 
will slow the ever-increasing rate of health care costs.  

 
 
Legislative approval to fund the design process  
 

• In 2021, the design process received $575,000 in funding, thanks to 
legislators dedicating some of their junior allocations to this effort.  
 

• In 2022, legislative funding increased from $575,000 to $790,000. This 
amount took into consideration the need for the Superintendent of 
Insurance to hire provisional staff to oversee the project.  

 
 
The current situation: On July 1, our sponsors, Rep. Dayan Hochman-Vigil and 
Sen. Jerry Ortiz y Pino, met with Superintendent Russell Toal to discuss possible 
topics for this second year of the design process. The following six areas were 
jointly agreed upon. 
 
 
 



Six Health Security Plan Design Topics – Year Two 
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The first two topics build on last year’s research: 

1. Global Budgets—Both consultant reports concluded that global budgets could be a very positive 
approach to address the financial issues faced by all too many NM hospitals and the communities that 
depend on them. Global budgets provide guaranteed revenue for hospitals. Clearly a task force is 
needed to figure how how such a program would work in our state. And, federal funding is available to 
help states set up such a system. 
 
2. All-Payer Rate System—Such a system would set uniform reimbursement rates that apply to all 
health care professionals within a specialty and may apply to both private insurance companies and 
public programs like Medicaid. It would greatly reduce billing complexity. The final consultant report 
includes a variety of suggestions on creating an all-payer health care professional payment system. 
 
The remaining four topics address other key problems that impact health care 
costs: 
 
3. Prescription Drug Affordability—Before creating a program to address how to lower prescription 
drug prices for patients, various options need to be explored. Should the state join an existing drug 
purchasing network or establish its own public entity that would be responsible for negotiating prices? 
Could federal beneficiaries of programs like Medicaid or Medicare be included? Would this program be 
advantageous to independent pharmaceutical practices so important to rural communities? 
 
4. Inter-Operational IT system—For years, our state has been trying to create an all-payer claims 
database and a health information system. What clearly is required is an inter-operational IT system that 
applies to all New Mexico payers (private insurance and public programs) and providers of health care 
services. so that no matter where you go to receive care, those responsible for treating you will have 
access to your complete medical history. This integrated database would include hospital, clinic, health 
professional and pharmaceutical drug information. It would have to address privacy and security 
concerns. Such a system does not exist anywhere in the United States, but it does in many other 
countries.  
 
5. Medicaid—Medicaid covers more than 900,000 New Mexicans. Rather than focus immediately on 
how Medicaid could work under Health Security, it was agreed that it is important to know the cost of 
the Medicaid managed care program. As the expert consultants on federal waivers mentioned in their 
report, Connecticut decided years ago to drop its Medicaid managed care program and have the state 
administer it instead due to the cost of that program.  
 
6. State Health Expenditure Data—Jim Peach, Ph.D., (NMSU retired professor of economics) suggested 
how important it is for New Mexico to collect annual health care expenditure data so we know what we 
are actually spending on health care in our state. This expenditure data will also be required when the 
puzzle is finally put together – to determine the cost of the Health Security Plan as designed. In fact, all 
efforts to increase the effectiveness of any specific health care programs that are implemented will 
benefit from having this data available. 
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The current status of the design process. 
 
We are unaware of any further developments, and, of course, we are very eager 
for this process to move forward.   
 
Suggested legislation for committee endorsement 

A bill is needed to enable the legislature to create a board of experts who can 
take over the design process. This board would then be responsible for hiring 
consultants and ensuring public input, with the goal of exploring various 
experiences and options and ultimately making recommendations to the 
legislature about what legislation is needed to address these key puzzle pieces. 

Important observations from two well-known health policy experts: 

“The U.S. health insurance system is highly complex, with myriad insurance schemes that vary 
by the socioeconomic and demographic status of the insured and by employer for families 
covered by employer-sponsored insurance… A health insurance system this complex makes 
incremental health reform challenging. Changing the rules in one cell of the system can easily 
have an effect on other cells in the system.” – Uwe Reinhardt, Priced Out: The Economic and Ethical Costs 
of American Health Care (2019), pp. 24-25 

 
 
“Imagine if you paid for an airplane ticket and then got separate and inscrutable bills from 
the airline, the pilot, the copilot, and the flight attendants. That’s how the healthcare market 
works. In no other industry do prices for a product vary by a factor of ten depending on where 
it is purchased.” – Elizabeth Rosenthal, M.D., An American Sickness: How Healthcare Became Big Business and 
How You Can Take It Back (2017), p. 2 

 

Final thoughts: New Mexico cannot afford to continue on the path of patching up 
a flawed system. Interim solutions are important, but costs will continue to rise 
unless we establish policies that enable us to take control of what has become an 
out-of-control system.  

The design process provides an incredible opportunity for our state to ultimately 
come up with a coordinated solution that will work for our state and our residents.  

Given our positive budget situation, surely now is the time to continue to invest in 
solutions that could become a model for other states. 
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Additional Information 
 
•Letter from 56 physicians and other providers urging funding support 
to continue the design of the Health Security Plan (1/28/22) 
 
 
•Letter from 14 Gallup medical professionals urging support for the 
Health Security Plan design process. (1/28/22) 
 
 
•List of Health Security for New Mexicans Campaign member 

organizations 
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