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T H E  ACM E of leg isla tion  so  fa r  
th is  session  w h ich  in te rfe re s  w ith  
o u r d e m o c ra tic  w ay  of life h as  b een  
the  in tro d u c tio n  of H ouse Bill 977. 
T h is bill is en titled  “ an  a c t  re la tin g  
to  the  hea lth  of re s id e n ts  of ih^ 
s ta te " .  HB977 w as in trodu ced  
sh o rtly  b e fo re  a n o th e r  s im ila r  bill 
w as p assed  by th e  S ta te  H ouse, Cr m- 
m itte e  S u b stitu te  fo r H ouse Bill Gd.

T h e  b ig g est trep id a tio n  m an y  of 
us h a v e  in re g a rd  to  th e  s ta te 's  huge 
m o n e ta ry  w ealth  is th a t  m oney will 
be u sed  to  in te rfe re  w ith  o u r fre e  an d  
d e m o c ra tic  so c ie ty . It is  fo r th a t r e a ­
son th a t m an y  of us su g g es ted  th a t 
th e  s ta te  u se  th e  su rp lu s  to pay  off 
ou r d e b t and  to  build cap ita l im p ro ­
v e m e n ts  w h ich  im p ro v e  o u r  e c o ­
nom ic v iab ility  a n d  o u r co nven iences 
of living.

W e’ve all h e a rd  of na tio n a l hea lth  
in su ran ce . T he firs t p a r t  of MB 977 is 
s ta te  h e a lth  in su ran ce . T he bill p ro ­
vides a n  em p lo y e r m u st co v e r a )1 
em ploy ees w ith  a  c e r ta in  typ e  of in ­
su ra n c e  policy. An em p lo y ee  can  
only p ay  a  lim ited  am oun t fo r th a t 
policy so  th a t th e  em p lo y er m u st pay  
th e  d iffe ren ce . S ince th e  c o v e rag e  is 
b ro ad , th e  e m p lo y e r 's  cost is v e ry  
su b stan tia l. U n d e r  c e r ta in  c irc u m ­
s ta n c e s  an  em p lo y e r can  ob ta in  
so m e re im b u rse m e n t fro m  th e  s ta te .

IN  T H E  N E X T  sec tio n  o f th e  bill 
a s ta te  m e d ica l in su ran ce  co rp o ra  
tion is se t up in w hich all of the  p r i­
v a te  c a r r ie r s  se lling  in su ran ce  in the  
s ta te  m u st b e co m e  a  p a r t.  Anyone

ho can not buy  s ta n d a rd  co v erag e  
of th e  qu ality  req u ired  m ay  p u rch ase  
In su ran ce  fro m  th is  co rp o ra tio n . Any 
losses thW co rp o ra tio n  su ffe rs  m u st 
in  p a id  fo r by  th e  p r iv a te  c a r r ie rs . 
T h e  en d  resu lt of tn ls leg isla tion  is 
th a t th e  p r iv a te  c a r r ie r s  of m ed ica l 
in su ran ce  will be cro w ded  out of the 
m a rk e t an d  th e  s ta te  will b e  the  so le  
in su re r  of h e a lth  in su ran ce . At th a t 
tim e  the  cost to  th e  s ta te  tre a su ry  
w i * b e  enorm ous.

CSHB60 Is p rim a rily  a  ca p ita l a p ­
p ro p ria tio n s  bill. T w enty  p a g es  of 
th e  39-page bill an d  ab ou t 5250 m il­
lion is fo r the  c o n s tru c tio n  of all so r ts  
of fac ilitie s  th roug hou t th e  s ta te . 
S om e of th e m  a r e  boondoggles, but 
by an d  la rg e  th e  fac ilitie s  will co n ­
tr ib u te  to  th e  fu tu re  eco nom ic  v iab il­
ity  of th e  s ta te .

T h e  o th e r  18 p ag es o f th e  bill, 
ho w ev er, a p p ro p r ia te s  a b o u t $27 m il­
lion fo r p ro je c ts  such  a s  th e  follow ­
ing:

—  $54,GOO A n cho rage  c u rre n t 
e v en t socie ty .

— $12,000 A n cho rage  Child A buse 
B oard  fo r A dvertising .

— $305,000 A n cho rage  o p era tio n  
of t re a tm e n t a lte rn a tiv e  to s tr e e t 
c r im e  p ro g ra m .

— $87,000 T yonek V ilh g e  do c­
u m e n ta ry  film .

— $75,000 A laska F e d e ra tio n  for 
C om m unity  S e lf-R eliance g ra n t.

—  $180,000 A laska C o nservatio n  
Foundation .

— $35,000 A n cho rage  g ra n t to  ta sk  
fo rce  on sm ok in g  and h ea lth .

— $453,000 A n cho rage — A laska 
Public A dvocacy C orporation .

— 575,000 A laska P ub lic  In te re s t 
R e se a rc h  G roup.

— $48,000 A nchorage — Citizen 
P a rtic ip a tio n  P ro jec t.

— $317,500 A nchorage — A laska 
C e n te r  for P o licy  S tudies.

T h ese  ex p en d itu re s  a r e  th e  type 
th a t a r e  only m a d e  w h en  th e  s ta te  
has m oney bu rn in g  a  hole in i t’s 
po cket. M any of th ese  a p p ro p ria ­
tions a r e  to  accom p lish  goals tha t 
a r e  not p ro p e r  for a  g o v ern m en t. 
M any ' of m e ap p ro p ria tio n s  a re  
m a d e  to new o rg an iza tion s se t up  to 
em ploy  friend  of those  in g o v ern ­
m en t. M any of them  will re su lt in 
su b s ta n tia l in trusions upon o u r d e m ­
o c ra tic  society .

IN  A D D ITIO N  w e h ave  leg isla­
tion pend ing  to  subsid ize the  co st of 
fuel an d  e le c tric ity  so th a t th e re  will 
be one p rice  an y w h ere  in th e  s ta te  
re g a rd le ss  of the  q u an tity  u sed  or 
th e  rem o ten ess  of the  a re a  from  the 
p ro d u c t. We will h ave  leg isla tion  also  
to e s tab lish  one p rice  fo r tra n sp o r ta ­
tion of an yone o r  a  co m m o d ity  no rth  
of S ea ttle . E v en  if you happen to be 
in fa v o r of th is  s ta te  subsid ization , 
you m u st rea lize  the  resu lt will be 
the  s ta te  co n tro l of a ll those  se rv ices  
an d  com m odities. T h e  leg isla tu re  
only pay s the  co st of a  p ro g ra m  for 
so long b e fo re  it ta k e s  it o v e r an d  e s ­
ta b lish e s  the m a n n e r of i t’s  o p e ra ­
tion , th e  n u m b e r of em p lo y ees, the 
pay , an d  th e  pro fit m arg in .

W e a lre a d y , of co u rse , h a v e  se t 
up a  R enew able  R eso u rce  C o rp o ra­
tion w ith  m an y  m illions of d o lla rs  
and  a  Fish a n d  A g ricu ltu ra l Bank 
w hich rec en tly  an nounced it is open­
ing up  six b ra n c h e s  in the s ta te .

T h ese  in stitu tio n s a re  to ta lly  s ta te  
ow ned.

T h ere  rea lly  a r e  only tw o a n ­
sw ers  to sto p  g o v e rn m en t expend i­
tu re s  for im p ro p e r pu rposes th is  ses­
sion. F irs t of a ll the  go vern o r could 
an d  should ve to  >y lu.w item  su ch  ex ­
pen d itu res. H ow ever, the p robab ility  
is th e  g o v ern o r will go to  the F re e  
C o nference C o m m ittee  a n d  tell them  
if th e y  add $50 m illion for h is pe t p ro- 
je c ts . he will a g re e  not to  ve to  any 
p a r t of it.

T H E  S P E A K E R  of th e  H ouse re- 
cen tly  in a sp eech  ask ed  the  p  b lic  to 
quit pu tting  p re ssu re  on th e  leg isla­
tu re  to  spend m o re  m oney  b ecause  
they  a ie  u n ab le  to  w ith stan d  the 
p re ssu re . T he S p eak e r know s or 
should know th a t th is p re ssu re  will 
a lw ay s ex ist a s  long a s  th e  govern­
m en t h as a su rp lus . The S p eak e r is 
one of the  people in the  lead ersh ip  
who has to h av e  th e  fo rtitud e  to  say  
"n o ’’. It is t*-'  o ro b lem  of w hich he 
co m p k  ins t1 ’onvinces m ost of us 
th a t w e m u st spend  the  s ta te ’s 
m oney on d eb t reduction  an d  cap ita l 
im p ro v em en ts  so  th a t th e  m oney 
isn’t th e re  for a ll th e se  foolish o p e ra ­
tional p ro g ram s.

U n less the  lead e rsh ip  is going to 
a ssu m e  th e  fo rtitu d e  to sa y  ” n o ", 1 
su ggest th e  leg is la tu re  g e ts  abou t it’s 
bu siness and  en ds th e  sessions. 
R epeal tax es, m a k e  m oney ava ilab le  
a t rea so n ab le  ra te s  for c re d it w ithin 
the  s ta te ,  p a ss  the o p era tio na l 
budget, and  a d o p t a  la rg e  cap ita l im ­
p ro v em en t budget.

T h e  p re s su re  to  spend on all so rts  
of foolish p ro g ra m s will ge t s tro n g e r 
r a th e r  than  w e a k e r w ith ev e ry  pas­
sing  day .

Berry’s World \ v -
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"Now this baby was owned by a ll'l o l‘ teenager 
who couldn't hack the price of gasoline."

generally prevailed.
Y e t, a lw ay s th e re  is tfcq

hope of go vern m en t for 
all. And so, on April 20. 
will t r y  ag a in . F ive ye? 
th ree  le n e ra l ju n ta  took 
P re s io e n t O sw aldo Lopej 
w as ch a rg ed  w ith  taking 
b r ib e  'ro m  U nited  Brandy 
U n ited  F ru it. T h e  jun ta is 
ta r ily  relinqu ish ing  powe 
th e  h eady  p ro sp ec t of qj 
op en  elec tion  w ith  a  m od | 
c u ra te  v o te  count

B ut it is difficult not tO| 
N ic a ra g u a , w h ere  leftist 
is ts  com bin ed  to  get t 
A n astas io  Som oza, now 
b e  slid ing  in to  C uban-sty 
n ism . A lthough th e  E l Sa 
h a s  o rd e re d  th e  exprop r  
a g ric u ltu ra l p ro p ertie s  
a c re s  th e  r e  "Heals a re  r 
a n d  shooting  continues 
ago  a  ca c h e  of bodies 
e re d  in a  G u a tem a la  car 
p a re n t w o rk  of right 
squads.

W hy can ’t  Centra 
m a k e  d e m o c ra c y  work?] 

F ir s t ,  th e re  is  be n  
self, m ostly  Indian, poll 
b u t g y ra tin g  be tw een 
a sm s  a n d  b lack  despair 
re a c h  ou t a n d  touch [ 
though they  w ere  angel 
d ic ious cynicism  neces 
b lc  se lf-governm ent.

T h en , th e re  is the n 
tra l A m e n c a ’s  agrici 
co ffee  fin cas m ay  be re 
c ien t, bu t su g a r  and 
b est ra is e d  on larg e  tt 
land-ow ning com panii 
b e en  fa ir  g am e for i 
but e i th e r  they  />r  the 
te rn  of b ickerit.0 cop 
n e cess itie s . E ith e r  w; 
m en  w ielding m achet 
th e ir  ow n m a ste rs .

B ut in re c e n t y  
a r is e n  a  m o re  com pel 
so c ia l ch aos, and  tha t 
a lio n  of peop le due ti 
e r in g  of th e  d e a th  r a t  
tr ie s  a r e  due to  doub! 
tions in  th e  nex t 18 t  
like th e  P u e rto  Rica, 
g ra te  free ly  to  the  U 
the M exicans who c; 
th e  fen ce , th e se  natl 
c a p e  h a tch .

IN  1968, HONDUI 
w ith  E l Salvador M 
sq u a tte rs . T h e  Me> 
th ro w n  b ack  G uater 
fro m  th e  south. Will 
fo r  a ra b le  land  In t l  
d e sp e ra te  people m o l 
w h ere  they form  la r |  
inc reasin g ly  restive  i 

If th e  population | 
off in th is lovely sp i 
tw o  co n tin en ts  pro^ 
rig h t, fo r technology 
But e v e ry  ad vance | 
new  tid e  of babies.

And M arxism , 
o n e-tim e dividend 
an d  redistribution,! 
song.
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The Health-Care 
Merry-Go-Round

F
o r  a lm o s t  60 years 
now, a political evert 
has unfolded each 
spring, a ritualized contro­
versy over the value and 

scope of a national health 
program. While it is usually 
billed as "national health in­
surance,” the underlying ar­
gument has little to do with 
health, and only a bit more 
to do with real insurance.

In the past 20 years, be­
cause the Democratic party 
has adopteJ national health 
insurance as a plank in its 
p o litic a l p la tfo rm , the  
spring ritual has become cu­
riously form alized. The 
President issues a "health 
message” around February;
W hite House aides and 
agency (usually HEW) ex­
perts prepare a legislative proposal that 
goes to the appropriate committee (or 
committees) in March or April. Then 
hearings are held, the witnesses for and 
against heard. The media join the fray 
with articles, learned discourse on local 
mid national TV, and books. The admin­
istration announces the imminence of a 
legislative health program; Congress de­
nounces the proposal and offers its own 
alternatives. In fact, a particularly novel 
aspect of this seasonal rite has been the 
lush proliferation of congressional coun­
ter-proposals, making the health insur­
ance field look more like a war of all 
against all than an intra-party squab­
ble. The rapid and uncontrollable esca­
lation of the cost* of medical care has 
convinced everyone that some sort of bill 
should be passed; but the profusion of 
bills has made consensus even harder to 
reach. Thus, after a great deal of noise 
about the need for sweeping reform, one 
bill cancels out another, and, in the end, 
only a small, tentative stop is taken. 
And the 1978-80 congressional term 
looks like a textbook case of the usual 
formula.

While the ritual has remained more 
or less the same, the substance of the

advcx ates; professional anti- 
professionals recommending 
"h e a lth ” in su ran ce  (as 
against nr.'•iical-care insur­
ance) with emphasis on pre­
ventive services, lifestyle 
change, and self-help; syn­
dicalists with a platform of 
worker-management con­
trol; populists with a plat­
form of community control.

The academic won f has 
not buen idle either, and 
there are contrasting eco­
nomic recipes: tax revenue 
funding as ag a in s t em- 
ployor-employee fui ,ng; 
co-insurance and co-pay­
ment advocates as against 
those who argue for no pay­
ment at the time of service; 
and the anti-insurance co­
horts who jrecommend a 

heavy personal financial commitment 
by the patient before any government 
support in order to chock the heedless 
and prodigal use of, and demand for, 
medical services. Political scientists ar­
gue the benefits of a regulatory ap­
proach or a public utilities model, while 
management experts (tho new man- 
Garins) propose complex, computerized 
schemes for controls Uiat would limit 
costs, adjust distribution, and assure 
quality.

Congress watellers point to the Amer­
ican Medical Association^ multimillion- 
dollar political contributions and Wash­
ington "information office" as the chief 
villain and architect of the anti-national 
health program campaign. Certainly po­
litical contributions play an important 
role and have a strong impact on legisla­
tors and legislation. But it would be a 
mistake to give this factor too important 
a role in frustrating the legislative pos­
sibilities over the years. That block has 
been effective in over 10 administrations. 
Can the AMA be held solely and totally 
accountable? On the U.S. political scene 
representative government requires 
(shifting minority aDegiflpc^n —

The health insurance plan offered by Senator Long (left) has the 
best chance of getting through Congress this session.

debate has grown ever more compli­
cated. Seventy years ago natior.al health 
insurance mount little more than bemg 
able to pay a doctor for care. 'Ibday we 
have solved the basic problems of acute 
and epidemic disease, infant mortality, 
and the like—except for minority 
groups and the poor—and v/e are more 
concerned with a program  of care, a 
guarantee of systematic cere. We have 
learned that our piecemeal svstem 
doesn’t work, doesn’t help the people it 
was presum ably targeted  for—the 
needy—and works against the others 
because it inflates and distorts, and de­
prives everyone when it doesn't work for 
the targeted population.

With this new element added, nobody 
can agree on exactly what national 
health care means. The variety of pro­
posals is staggering and self-defeating.
Once tl a principal obstacles to national 
health insurance were such antagonists 
as physicians, entrepreneurs in phar­
macy manufacture or equipment, indus­
try and insurance companies; now there 
is a plethora of protagonists with such 
conflicting proposals that the result is 
the same as if they were antagonists too.
There are J ’
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position by reciprocal trade-offs: Lesser 
issues buy votes on larger issues. Health 
insurance just may not represent a big 
enough issue for most ngressmen to 
stake out a major po& '.ion on the 
agenda.

In any case, itb not the AMA that's 
responsible for the bewildering variety 
of health bills now facing Congress; it 
would rather that none be promoted. 
Personal experience may shed some 
light on a more deserving culprit. From 
1965 to 19681 served as the deputy assis­
tant secretary for Health. My boss was 
the first assistant secretary ever ap­
pointed to that job. Another first was the 
assistant secretary for planning and 
evaluation, brought over from the De­
partment of Defense to introduce man­
agerial skills and planning expertise 
into the hodgepodge of the HEW bu- 
reauc. acy. Planning had one deputy 
also, for health program evaluation. All 
in a'\, there were about a dozen health 
professionals charged with the respon­
sibility for developing programs agreed 
upon by the secretary of HEW and pro­
posed by the President. There were also 
one or two assistants in the White 
House with such interest. At HEW, we 
occupied a few rooms on one side of the 
fifth floor t * the old HEW building at 
Fourth and Constitution.

Congress was similarly endowed: The 
House and Senate each had one health 
staff member attached to the relevant 
committee. Wilbur Mills, then chairman 
of the House Ways and Means Commit­
tee, had a knowledgeable staff man, too, 
but he liked t '  keep a strong grip on 
health financing matters himself.

'Ibday, nearly 250 people are preoc­
cupied with the ramifications of h >alth 
program development and health plan­
ning and evaluation in HEW. There is a 
huge new building down the street on 
Independence Avenue to house them. 
There are over 100 professional staff peo­
ple in six congressional committees to 
deal with hoalth legislation. Each con­
gressman on a committee that touches 
hoalth matters h:    -nociulized staff as­
sistant for heulth.

In the 1960s the dozen of us managed 
to get more than 40 heulth bills thiough 
the Congress: powerful instruments like 
Medicare, Medicaid, and a health man­
power development act. Today’s hosts 
have had to postpone even housekeeping 
measures like salary appropriations 
from one session to the next because 
they couldn’t muster a majority vote on 
any health issue.

The problems of bureaucratic overkill 
and legislative free-for-all are not. of 
course, confined to health care; most so­
cial programs suffer from the same con­
fused welter. The same may be said for 
the general American resistance to radi­
cal reform of any kind. Our taste for 
"creeping incrementalism” nas led to a

passion for tinkering and crude adjust­
ment; whether in heaJ'h care, the tax 
coda, or welfare reform, reconstruction 
and systematic change have been ne­
glected and delayed, so that social 
change proceeds at a snailb pace.

T
h e  p re s e n t congressional season 
features an apparent showdown in 
health-care legislation: Both Pres­
ident Carter and his nemesis, Senator 
Kennedy, have submitted major health­

care bills. But the likelihood is that the 
prize will elude both. The best we can 
probably look forward to in this session 
of the Congress is Senator Russell Long’s 
Catastrophic Health Insurance Protec­
tion Bill, possibly to be known as the Na- 
tional H ealth Insurance Act, even 
though it will not be, in scope or

Kennedy’s ambidc -is health 
care bill provides free 

medical care to everyone.

coverage, what the national health in­
surance struggle is about.

The Kennedy bill provides for every­
one in the U. S. to have a credit curd 
entitling him or her to medical care in 
the home, doctor’s office, or hospitul 
without added charge; old people would 
have their prescribed medicines paid for 
as W " M . There is no limit on use (except 
for psychiatric services) and preventive 
services are paid for. Funds will come 
from some employee contributions, 
larger employer confributioa«i, tax funds 
for the poor, and con .ributions from the 
elderly 'who will pay a part themselves as 
they do today under Medicare). The self- 
employcd will pay, if they choose, a spe­
cial heulth insurance premium geared 
to their income. The monies will go to 
privately controlled insurance funds, 
which will dole them out and monitor 
their use; the program will bo planned 
and supervised by a variety of groups at 
the local, state, and national levels. 
There is a special fund Bet aside to de­
velop and allocate resources (and re­
distribute them where necessary). And 
there is a ceiling, unfixed as yet, on ex­
penditures. All this is to become opera­
tive in 1983.

The Carter plan is not so ambitious. It

puts a ceiling on the total any person 
would have to spend for health care 
("ca tas tro p h ic"  h e a lth  insurance 
coverage); prescribes free care for preg­
nant women and infants under one year 
of age; recommends fee schedules for 
private health insurance for which the 
employer will pay at least three-quarters 
of the premium; and draws up fee sched­
ules for public medical care to which 
doctors m ust adhere. Probably the 
largest jump in governmental respon­
sibility is in federalizing medical care 
for the poor. Where now the states set 
income levels for Medicaid, the new law 
would set a new federal poverty level 
and immediately raise by more than 50 
percent the number eligible. The Carter 
plan envisions phasing in of its objec­
tives: After phase one has been imple­
mented, there will be a review of the 
whole and consideration of what addi­
tional steps might be taken next

Senator Kennedy’s proposal, despite 
its grand intentions, is seriously defec­
tive. The surrender to the private insur­
ance industry is curious, for Senator 
Kennedy has been the principal antago­
nist of the industry and has criticized it 
for stoking inflation in collaboration 
with health-care providers. While a ceil­
ing oi. expenditures is proposed, and 
physician income may well he curtailed 
in this way, non-physician i. come is un­
touched. Since 6C’ percent of hospital 
costa are personnel costs and hospital 
costs ure 40 percent of overall medicai- 
care expenditures, there is \ large 
loophole for sharply rising costa to es­
cape the ceiling. What measures will be 
taken if inatitutiona exceed budgot? Will 
they file for bankruptcy? More serious is 
the vast increase in personnel proposed, 
layered on top of an existing regulatory 
bureaucracy. By now we must huvo 
learned thut large bureaucracies cannot 
provide human services with efficiency.

President Carter’s plan has highly vis­
ible flnwa and no appeal to the articulate 
constituencies (like labor) thut seek na­
tional health  insurance legislation 
which will benefit them, immediately. It 
is targeted for specific groups, u shib­
boleth of his economic advisors, und of­
fers little universal benefit. The failures 
of implementation of existing reform 
legislation bod., ill for that purt of the 
effort. It prescribes a reliance on un­
supervised privuto insurance fur greater 
thun does Senator Kennedy’s proposal. 
The whole effort is more pious and prayer­
ful than useful. Costs would continue tr 
mount, most of the poorly served would 
remain s«, specialism would increase, 
and enrichment of the medical profes­
sion would continue to be guaranteed. 
No ceiling on expenditures means no 
wiling on costs or income.

Badly enough, in extending the Medi­
caid principle und reinforcing it, the 
Carter plan continues the "two-tier” sys-
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tern of medical care that has been the 
curse of the present system: poor medi­
cal caru for poor people, better medical 
care for the better off

Senator Long's plan, the leading con­
tender for passage in this Congress, if 
any bill is to pass, is relatively simple 
and ineffectual in altering the circum­
stances that contribute to present dissat­
isfactions. It will most certainly aug­
ment inflation. The plan advocates a 
catastrophic protection clause: After a 
family spends $2,000, government in­
surance would pay the remainder of any 
medicai bills that year. It encourages 
hospital care and offers incentives to 
doctors and hospitals to raise fees Cget 
over that banner” of $2,000as quickly as 
possible to make the family eligible). 
President Carters endorsement of this 
proposal as part of his phase one is 
equally inflationary.

But if history is our guide, Longfe plan 
has the inside track. First of ail, it will 
charge nothing, a considerable advan­
tage. Second, national legislation usu­
ally waits for state models to provide 
guidelines as viell as to test the water of 
public acceptance. The states Berve as 
"laboratories” for national experimenta­
tion, to use Brandoisb phrase. Wo have 
hud Btate experiments in the health field 
before passage of other national health 
legislation; and in the post five years we 
have had stuto catastrophic health insur­
ance laws (Rhode 1)1 and and Hawaii, for 
example). But we have never had a state 
compulsory health insurunce law, de­
spite somo effoiis on occasion in Califor­
nia, New York, Massachusetts, Michi­
gan, and Pennsylvania, The generally 
successful experience with state cata­
strophic hoalth ins; 'nee laws mokes 
tlio probability of long)) plan becoming 
law mor* likely.

Political wisdom might dictate to Sen­
ator Kennedy (or Governor Brown, and 
other potential presidential candidates 
practicing in the bullpen) a powerful 
effort to obtain a model Btate program of 
compulsory health care. Who controls 
the politics of Massachusetts anyway?

T
o d a y 's  p r o p o s a l s  for national 
health insurance offer little cause 
for optimism that real change will 
take place in the system. The one thing 

that none of tho plans promise—neither 
Carter’s nor Kennedy's nor Long's—is 
equity. A concern with equity makes u b  
ask tho question: Ho we want the poor 
and minorities to hi ve the same medical 
cure os the rich and tho white? Do wo 
want a health-cure system that says that 
we are all entitled to care, as we need it, 
when we need it? Or one that B ays, if we 
can find it, or get it, an insurance com­
pany will pay tor it?

It may be that, given the alignment of 
forces, this is the time to suggest a state 
heulth insurance program that under­

takes radical reform, but in a smaller 
arena, say child health care, to test the 
feasibility, cost, and organizational con­
siderations. We shoulii seek equal ac­
cess and high-quality cost control in this 
smaller arena by cooperative effort in 
which the federal government waives 
rigid regulations for ti e use of federal 
funds and the states incorporate these 
sums into a statewide health service fi- 
nancial budget Applying such a pro­
gram. to child health care would natu­
rally include an emphasis on preventive 
services, which are especially cheap for 
children: The most comprehensive pro­
gram , in stitu ted  in Holland, costs 
roughly per child per day. Since the 
Dutch standard of living and wage scale 
aren’t  too different from ours, itfc likely 
that such a preventive system will cost 
no more here.

Carter’s plan has visible 
flaws and is more pious 

and prayerful than urcful.

If such u program worked for children, 
the lessons ultimately could be applied 
to adults and to the nation as a whoL. 
There is already fiiirly widespread ac­
ceptance of the rough outline of an effec­
tive and economical national system. It 
will be prepaid; that is, people will puy 
little or nothing at the time of care to 
overcome costly and cumbersome b o o k ­
keeping, financial ba:ricrs to prompt 
uso of services, and the quirky varia­
tions in charges thnt make budgeting 
impossible. Doctors will be part of a 
group organization, making all kinds of 
specializeo care readily available to 
patients. The doctors will bo unlaried, 
eliminating the competitive aspects of 
present practice that encourage over­
use of technology and‘referrals.

Primary care will be a team process, 
with family doctors and nurse practi­
tioners or medical assistants liberally 
distributed in small clusters throughout 
the neighborhoods of the communities 
for easy access by patients. The teams 
will be part of groups, which in turn will 
bo part of hospital nnits serving desig­
nated populatioi Very complicated, 
delicute, und expensive hospital pro­
cedures will be restricted to a few re­
gional hospitals, and effective transport

and emergency vehicles will tie this net­
work of care together

Prom an organizational standpoint, 
regional commissions, possibly elected 
units like regional school boards, will 
deal with budgets, distributional prob­
lems, and manpower. Local committees, 
also posaibly elected, will serve as chan­
nels of communication between the pa­
tients and the professionals: Grievances 
can be mediated this way, and local su­
pervision can provide information on the 
operation of the groups and teams.

The entire program will be highly lo­
calized in order to keep huge bu­
reaucracies from developing and becom­
ing the self-serving megastructures that 
are the bane of modem life. If the re­
gional commissions actually carry out 
their supervisory functions, this alloca­
tion of funds to local communities to 
plan imaginative and locally satisfac­
tory approaches to medical care will en­
sure a useful national health program.

It will follow that while the monies for 
the service will be in the hands of local 
boards for disbursement, the source of 
the funds still will have to be federal and 
state tuxes. The actual way in which the 
tax structure will have to be changed to 
accommodate a valid national health­
care system remains unclear.

Itfc easy for someone outside the sys­
tem to spin out an ideal plan, par­
ticularly if that someone won't have to 
take the respon?ibility for what happens 
if it should become operative. Nonethe­
less, the political possibilities are there 
and the potential examples abound. Tfen 
million Americans belong to prepaid 
group practice systems. There are school 
systems with comprehensive preventive 
programs for children. Nearly 30 per­
cent of the dortora in the United States 
urc on salary now. Many neighborhood 
hospitals, like neighborhood schools, 
serve the local population exclusively. 
What is missing is n national commit­
ment, national standards, assent to 
equity.

Tho agonizing ova. a national health 
program is only another example of the 
struggle Americans have had »r this 
century to come to terms with con­
tradictions of their political heritage: in­
dividual responsibility and freedom to 
succeed and achieve, and to fail and suf­
fer, on the ono hand; on tho other, gov­
ernment responsibility for tho good and 
welfare of all. Our political tradition is 
cautious, too, not wanting to take too big 
a bite at ono timo. It makes sense to try 
the new remedy in a few states before 
you prescribe it for 215 million people. 
But you must try it, then, or be recon­
ciled never to have a remedy at all!

Dr. S ilver is a professor of public 
health at the Yale School of Medicine. 
His most recent book is Child Health: 
Ainericak Future.
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Board or

Commission Appointee Term

BOARD OF NURSING
AS 08.68 -  7 members; 5 y ea r  term; removed on ly  for  n eg le c t  o f  duty or 
for  unprofes s iona l  or d ish onorab le  conduct a f t e r  a f a i r  and imoart ia l  
hear ing .

Norma J .  Frank,  R.N. March 31, 1979
Box 4229
Mt. Edgecumbe, Alaska 99835 
747-8244 (home)
966-8342 (work)

E i l e e n  Montano, R.N. (chairman) March 31. 1981
SR Box 10033 -----------------
1.5 M i l e  Chena Ridge Road 
F a i rb ank s ,  Alaska 99701 
353-4227

»
Betty  Irwin Hodo, R.N.
3812 Katmai C i r c ' e  
Anchorage, Alaska 99503 
274-3740 (home)
272-5522 Extent ion i40 (work)

Kandace Henry (pub l i c  member/s. - 'cretary) 
1222 16th Avenue 
F a i rb ank s ,  Alaska 99701 
452-5310 (home)

March 31, 1980

March 31, 1980

Carol  Ann Verga 
Box 5138
Ketch ikan ,  Alaska 99901 
225-2620 (home)
225-6688 ^work)

Erna Rasmussen (pub l i c  member)
Box 2
Nome, Alaska 99762 
443-2919 (home)
443-2798 (work)

Marion E. B a y le s s ,  R.N.
C h i e f ,  Area Nursing Serv ice s - f iranch 
Alaska Area N a t i v e  Hea lth  S e rv i c e  
Box 7-741
Anchorage, Alaska 99510

/  i . H i ’’i i W < S l X

March 31, 1982

-Si j I ,
■r j 7 -I ■

March 31, 1981

March 31, 1983
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*

Board or

Commission Appointee Term

STATE MEDICAL BOARD 
AS 08.64 -  7 members; 4 y ea r  term, serves  u n t i l  new member i s  appointed 
and q u a l i f i e d .

J e f f r e y  A. Partnow 
SR 3, Box 31473 
F a i rb ank s ,  Alaska 99701 
456-4724 (home)
452-4769 (work)

Thomas J .  Harr i son ,  M.D.
3500 La touche, Su i t e  250 
Anchorage, Alaska 99501 
3 3 3 ( home) > * < - 3  
277-415! (work)

Thomas S t e n g l ,  M.D.
Box 1059
Auke Bay, Alaska 99821 
586-7466 or 586-6601 (work)
789-0805 (home)

H i l b e r t  J .  Henr ickson , M.D. (chairman) April  21, 1982
3612 North Tongass Avenue 
Ketch ikan ,  Alaska 99901 
225-58r (home)
225 -5 146 (work)

Winthrop F i s h ,  M.D. April 21, 1981
1249 Bann is ter  
Anchorage, Alaska 99504 
279-8262 home)
272-5733 (work)

J a n e t t e  P. Adasiak August 13, 1980
1835 Crescen t  Dr ive  
Ajichorage^ Alaska 99504

Hugh G e l l e r t  January  19, 1981
Box 386 E. SRA 
Anchorage, Alaska 99507 
344-3240 (home)
272-4922 (work)

November 6, 1980

J u l y  8, 1980

January 12, 1980



Board or

Commission Appointee Term

BOARD OF PHARMACY 
AS 08.80 -  7 members, 5 y ea r  term; serves  un t i l  the new member i s  
appo in ted  and q u a l i f i e d ;  L e g i s l a t i v e  c on f irmat ion .

E ldon Ulmer (chairman) March 31. 1982
P .O .  Box 1420 
Anchorage,  Alaska 99510 
344-1260 (home)
277-2667 (work)

James L. Murphy March 31, 1981
1114 Ga lena S t ree t  
F a i rb ank s ,  Alaska 99701 
456-4667 (home)
452-2328 (work)

L e s t e r  F. E l k i n s  March 31, 1983
P .O .  Box 409
Petersburg ,  Alaska 99833 
772-3241 (work)

Cha r l e s  R. Rush March 31, 1979
Box 3728
Anchorage, Alaska 99501 
277-2701 (home)
272-6431 (work)

James H. McCorc le  March 31, 1980
Box 450
Juneau ,  Alaska 99802 
586-1025 (work)
586-2493 (home)

Fred Savok (p ub l i c  member) March 31, 1981
8320 Eas t  10th 
Anchorage, Alaska 99504 
337-4965 (home)

Robert K. Sn ider  (p ub l i c  member) March 31, 1980
P .O .  Box 1620 
Anchorage , Alaska 99510 
277-5306 (home)
279-6471 (work)

-16-



Board or
Commission Appointee Term

BOARD OF EXAMINERS IN OPTOMETRY 
AS 08.72 -  5 members; 3 year  term; serves  u n t i l  new member i s  appo inted .

Timothy B. McLaugh l in ,  O .D . (<lî a.ic»via.r\) June 15, 1979
P .O .  Box 498 
S i t k a ,  Alaska 99835 
747-6645 (work)
747-8449 (home)

John T .  Shank, O.D . June 15, 1980
P .O .  Box 827 
Kod iak ,  Alaska 99615 
486-3859 (home)
486-5504 or 5592 (work)

Thomas K i n s e l l a  (p ub l i c  member) June 15, 1981
SR Box 31071 
Fa i rb ank s ,  Alaska 99701 
456-2617 (home)
452-1155 (work)

Caro lyn  J .  B lack June 15, 1979
Box 24
Ha in e s ,  Alaska 99827 
766-2583 (home)
766-2576 (work)

Dr . Maynard F a l c oner  June 15, 1981
P .O .  Box 919 
Anchorage, Alaska 99501
' . i  I l . |  .. I \LJ ! ' •  1 Vv ' v  • j

• j t , <)*■>* ' / 1 1 '< i I.



Board or

Commission Appointee 'rerm

BOARD OF DISPENSING OPTICIANS 
AS 08.71 -  7 members; serve a t  the p lea sure  of  the Governor, 3 y ea r  
term

George Tresnak June 14, I979
6051 Eas t  22nd Avenue 
Anchorage, Alaska 99504 
333-9931 (home)
272-5715 (work)

Dick L. K le inkopf  ( chairman) June 14, 1981
P.O .  Box 1660 
Fa i rb ank s ,  Alaska 99701 
456-5316 (home)
452-5208 (work)

Phil  in A. Lampert June 14, 1979
P.O .  Box 4-2183 
Anchorage, Alaska 99509 

^  274-2273 (home)
9  274-9210 (work)

Edna M. Lyon June 14, 1981
P.O .  Box 92
Anchorage, Alaska 99510 
272-6328 (home)
272-5715 (work)

Robert Sherwood (p ub l i c  member) June 14, 1980
730 I S t ree t  
Anchorage, Alaska 99501 
279-0422 (work)
276-4960 (home)

Harry J .  Lang (pub l i c  member) June 14, 1979
1406 West 47th Avenue 
Anchorage, Alaska 99503 
279-5741 (work)

Larry  E. Harper June 14, 1980
7 404 K S t re e t
P  Anchorage, Alaska 99501

349-4394 (home)
272-8632 (work)
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Board or

Commission Appointee Term

STATE PHYSICAL THERAPY BOARD 
AS 08.84 -  5 members; 3 y ea r  term; s h a l l  serve un t i l  su c ce s sor s  are 
appo in ted ;  appointed by the Governor.

Edward T .  Heuston ( se c re tary )  
S t a r  Route, Box 6014 
Eag l e  R iv e r ,  Alaska 99577 
694-9761 (home)
274-3505 'work)

Gary W. McCarthy 
1940 Patterson 
Anchorage, Alaska 99504

Donna K lokkevo ld ,  RPT (chairman) 
3710 East  20th Avenue 
Anchorage, Alaska 99504 
277-2219 (home)
272-0586 (work)

September 1, 1980

September 1, 1980

September 1, 1981

J .  Michael James, M.D. 
3710 East  20th Avenue 
Anchorage, Alaska 99504 
277-1312 (work)
279-6094 (home)

September 1, 1980



Beard or 
Commission Appointee Term

BOARD OF NURSING HOME ADMINISTRATORS 
AS 08.70 -  5 members; 3 y ea r  term; serve a t  the p leasure  of the 
Governor.

Leona Bowles
4th S t r e e t ,  Graehl 

F a i rbank s ,  Alaska 99701 
456-4586 (home)
452-1735 (work)

Rober ley Reh Pot ter  (adm in i s t ra to r )  
Box 1176
S i t k a ,  Alaska 99835 
747-8250 (work)

Jane Hanna, R.N. ( cha irman)
Route 3, Box 3738 —
Juneau , Alaska 99801 
586-1529 (home)

Donna M. Stephens 
SR Box 50060 
F a i rb ank s ,  Alaska 99701 
479-4543 (home)
452-1921 (work)

Dove M. Ku l1 
326 4th S tree t  
Mendenhall Apartments 01010 
Juneau ,  Alaska 99801 
586-2670 (home)

October  1, 1981

October  1, 1979

October  1, 1980

October  1, 1930

October  1, 1980

I
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Board or

Commission Appointee Term

BOARD OF CHIROPRACTIC EXAMINERS 
AS 08.20 -  5 members; 3 year  term;

Keith  Godfrey ( chairman)
3800 Lake O t i s  Parkway 
Anchorage, Alaska 99504 
272-0123 (work)
279-5838 (home)

Adrian Barber (secre tary)
K l a t t  S t a t i o n  
Box 10033
Anchorage, Alaska 99501 
344-1501 (work)
344-7674 (home)

Lee Q. Burger ( v i c e  pres ident)
320 Bawden 0306 
Ketch ikan ,  Alaska 99901 
225-6815 (work)
225-2018 (home)

Locke Jacobs  (pub l i c  member)
3540 Wingate C i r c l e  
Anchorage, Alaska 99504 
277-5682 (home)
277-1587 (work)

L innea Burmeister (pub l ic  member) 
P .O .  Box 1103 
Nome, Alaska 99762 
443-2958

serve  at  the p lea sure  o f  the Governor.

J u l y  15, 1979

Ju l y  15, 1978

J u l y  15, 1980 

J u l y  15, 1979 

J u l y  15, 1981



Board or

Commi ssion Appointee Term

BOARD OF DENTAL EXAMINERS 
AS 08.36 -  7 members; serves  5 year  term, u n t i l  new member i s  appointed 
and q u a l i f i e d

Wayne Putman, D.M.D.
Route 5, Box 5107 
Juneau ,  Alaska 99803 
789-6983 (work)
789-9045 (heme)

Arthur Hansen ( chairman)
3487 A irp or t  Road ~~
F a i rb ank s ,  Alaska 99701 
479-2100 (work)
479-2101 (home)

Leonaru Yuknis , D .D .S .
2601 Bon i fa ce  Parkw*'*
Anchorage, Alaska 99504 
333-9591 (work)
344-5784 (home)

John R. Beard (pub l i c  member) February 1, 1981
425 G S t r e e t  
Anchoraoe, Alaska 99501
277-3213 (work)

Jana M. V a r r a t i ,  R .D .H. (denta l  h y g i e n i s t )  February 1, 1981
7030 F o o t h i 11 Dr ive  
Anchorage, Alaska 99504 
333-9591 or 272-7232 (work)
279-0268 (home)

C laude G. R ick ,  D .D .S .  February 1, 1981
3606 Rhone C i r c l e  
Anchorage, Alaska 99504 
279-6235 (work)
272-0812 (home)

John Koby larz ,  D .M.D. ( s e c re t a ry )  February 1, 1980
P.O .  Box 830 
S o ld o t n a ,  Alaska 99669 
262-4690 (work)
262-4942 (ho .e)

February 1, 1983

February 1, 1982

February 1, 1979

- 6 -



Board or
Commission Appointee Term

BOARD OF VETERINARY EXAMINERS 
AS 08.98 -  3 members; 4 y ea r  term; se rve s  a 
Governor.

Bertnn A. Gore, D.V.M.  ( chairman) 
P .O .  Box 666 
Palmer, Alaska 99645 
745-3219 (work)
745-3345 (home)

C l i f f o r d  D. Lobaugh, D.V.M.
RR06 Box 3552 
Juneau ,  Alaska 99803 
789-9210 (home)
789-7551 (work)

David Howe, D.V.M.
2639 Bon i fa ce  Parkway 
Anchorage, Alaska 99504 
337-1561 (work)
333-7207 (home)

t the p lea sure  o f  the

J u l y  31, 1980

January 31, 1931



Board or
Commission Appointee Term

BOARD OF PSYCHOLOGISTS AND PSYCHOLOGICAL ASSOCIATE EXAMINERS 
AS 08.86 -  5 members; 3 year  terms; serves  a t  the p lea sure  o f  the 
Governor.

Dorothy Whitmore, Ed.D. ( chairman) J u l y  1, 1980
207 E. Northe L i g h t s  Blvd .
S u i t e  202
Anchorage, Alaska 99503 
344-2078 (home)
276-2230 (work)

James C. Parsons J u l y  1, 1979
207 E. Northern L igh t s  B lvd .
S u i t e  202
Anchorage, Alaska 99503 
276-2230 (work)
279-3735 (home)

Robert D. Bowers J u l y  1, 1981
7744 Boundary Avenue 
Anchorage, Alaska 99504 
337-6256 (home)
279-9544 (work)

D ick L. Madson J u l y  1, 1980
Su i t e  D, Kerland Bu i ld ing
543 Th ird Avenue
F a i rb ank s ,  / ' l a ska  99701
456-7219 (heme)
452-4215 or 452-4254 (work)

Pam Delys P a q l i e n ,  Ph.D. J u l y  1, 1981
Kod iak /A l eu t i a n  Mental 

Hea lth  Center 
P .O .  Box 712 
Kodiak , Alaska 99615 
486-5742 (work)

»



Official Business

^Alaska jiiate legislature
House of Representatives

Committee on Pou ĥ YState Capitol
H ealth , Sducafion & Social Serv ices  J u n e a u , A laska s o s n

M a r c h  28, 1 9 8 0

To: M e m b e r s  o f  t h e  H o u s e  H E S S  C o m m i t t e e

F r o m :  R e p r e s e n t a t i v e  T h e l m a  B u c h h o l d t ,  C h a i r
H o u s e  H E S S  C o m m i t t e e

S u b j e c t :  H B 9 7 7

C o m i n g  u p  f o r  h e a r i n g  in C o m m i t t e e  o n  M o n d a y ,  M a r c h  31 a n d  T u e s d a y  
a n d  W e d n e s d a y ,  A p r i l  1 a n d  2, w i l l  b e  a m a j o r  b i l l  t o  e x t e n d  h e a l t h  
c o v e r a g e  in t h i s  s t a t e .  E n c l o s e d  i s  b a c k g r o u n d  m a t e r i a l  o n  t h e  
l e g i s l a t i o n .  B r i e f l y ,  it i n c l u d e s :

I. Summary of Proposed Health Legislation

T h i s  is a d e t a i l e d  e x p l a n a t i o n  o f  t h e  p ^ o v u i o n s  o f  t h e  b i l l .  
S e c t i o n  o n e  r e q u i r e s  e m p l o y e r s  t o  s p o n s o r  p r e p a i d  g r o u p  h e a l t h  

c a r e  p l a n s  f o r  t h e i r  e m p l o y e r s .  S e c t i o n  t w o  r e q u i r e s  i n s u r a n c e  
c a r r i e r s  to f o r m  a j o i n t  u n d e r w r i t i n g  a s s o c i a t i o n  a n d  i s s u e  
c o v e r a g e  f o r  h i g h  r i s k  " u n i n s u r a b l e "  c l i e n t s .  It a l s o  e s t a b l i s h e s  
s t a t e  s t a n d a r d s  for " q u a l i f i e d "  h e a l t h  p o l i c i e s  a n d  r e q u i r e s  c a r ­
r i e r s  t o  o f f e r  q u a l i f i e d  o l i c i e s  t o  t h e i r  c l i e n t s .  T h e  r e m a i n i n g  
s e v e r a l  s e c t i o n s  e x p a n d  t a t e  m e d i c a l  a s s i s t a n c e  p r o g r a m s  a n d  a d ­
d r e s s  p r o v i d e r  p a y m e n t  p r o b l e m s .

II. A n  A n a l y s i s  o f  the E x t e n t  o f  H e a l t h  C a r e  C o v e r a g e  a n d  
G a p s  in C o v e r a g e

T h i s  is a n  e x c e r p t  f r o m  T h i r d  P a r t y  H e a l t h  C o v e r a g e  xn A l a s k a  
p u b l i s h e d  b y  L e g i s l a t i v e  A f f a i r s  A g e n c y  R e s e a r c h  D L v r s i o n  in 

A p r i l ,  1 9 7 8 .  T h e  a u t h o r  e s t i m a t e s  t h a t  b e t w e e n  20 a n d  25 p e r ­
c e n t  o f  t h e  n o n - N a t i v e  n o n - m i l i t a r y  p o p u l a t i o n  s t a t e - w i d e  c u r ­
r e n t l y  l a c k  t h i r d  p a r t y  h e a l t h  c o v e r a g e .  A n  a d d e n d u m  h b e e n  
i n c l u d e d  e s t i m a t i n g  t h a t  r o u g h l y  2 0 0  h i g h  r i s k  c l i e n t s  a i d  
e n r o l l  f o r  t h e  p o o l e d  r i s k  c o v e r a g e .

III. A n  A n a l y s i s  o f  t h e  S o c i a l  I m p a c t  o f  t h e  P r o p o s e d  H e a l t h  
L e g i s l a t i o n

T h i s  s e c t i o n  c o n s i d e r s  t h e  b i l l ' s  i m p a c t  o n  t h e  p u b l i c ,  o n  
e m p l o y e r s  a n d  e m p l o y e e s ,  a n d  o n  i n s u r a n c e  c a r r i e r s .  It is 
e s t i m a t e d  t h a t  t h e  l e g i s l a t i o n  w o u l d  e x p a n d  h e a l t h  c o v e r a g e  in 

t h e  s t a t e  t o  c o v e r  m o r e  t h a n  95 p e r c e n t  o f  t h e  p o p u l a t i o n .
M a n d a t o r y  e m p l o y e r  s p o n s o r e d  c o v e r ? '  i n  w h i c h  t h e  p r e m i u m s



a r e  s h a r e d  b y  t h e  e m p l o y e r  a n d  t h e  e m p l o y e e  w o u l d  r a i s e  l a b o r  

c o s t s  t o  t h e  e m p l o y e r  a n d  w o u l d  l o w e r  t h e  t a k e - h o m e  p a y  o f  t h e  
e m p l o y e e .  T h e  p r e m i u m  c o s t  o f  t h e  r e q u i r e d  c o v e r a g e  i s  e s t i m a t e d  

a t  $ 3 0  t o  $ 5 0  p e r  m o n t h  f o r  a s i n g l e  e m p l o y e e  a n d  $75 t o  $ 1 1 0  
p e r  m o n t h  f o r  a n  e m p l o y e e  w i t h  d e p e n d e n t s .  T h e  i m p a c t  o n  i n­

s u r a n c e  c a r r i e r s  w o u l d  d e p e n d  o n  h o w  c l o s e l y  L a e  b i l l ' s  r e q u i r e­
m e n t s  m a t c h  c u r r e n t  p r a c t i c e  a n d  h o w  l a r g e  t h e  v o l u m e  o f  h e a l t h  
i n s u r a n c e  b u s i n e s s  t h e  c a r r i e r  h a s  i n  A l a s k a .

IV. T h e  E x p e r i e n c e  in O t h e r  S t a t e s

T h i s  s e c t i o n  i n c l u d e s  t w o  s p e e c h e s  p r e s e n t e d  a t  t h e  " H e a l t h  

C a r e  F i n a n c i n g  O p t i o n s  f o r  C o l o r a d o "  c o n f e r e n c e ,  S e p t e m b e r ,
197 9 .  T h e  f i r s t  s p e e c h  is b y  G e o r g e  Y u e n ,  D i r e c t o r  o f  H e a l t h ,

S t a t e  o f  H a w a i i ,  a n d  d e s c r i b e s  t h e  o p e r a t i o n  o f  H a w a i i ' s  P r e ­
p a i d  H e a l t h  !are A c t  m a n d a t i n g  e m p l o y e r  s p o n s o r e d  c o v e r a g e .  T h e  
s e c o n d  speec<i is b y  B r i a n  O b e r g ,  A d m i n i s t r a t i v e  A s s i s t a n t  t o  
t h e  H e a l t l  a n d  W e l f a r e  C o m m i t t e e ,  M i n n e s o t a  H o u s e  o f  R e p r e s e n t a t i v e s .  
It d e s c r i b e s  t h e  o p e r a t i o n  o f  M i n n e s o t a ' s  C o m p r e h e n s i v e  H e a l t h  
I n s u r a n c e  A c t  w h i c h  s e t s  m i n i m u m  s t a n d a r d s  for h e a l t h  i n s u r a n c e  

p o l i c i e s  a n d  e s t a b l i s h e s  a m a n d a t o r y  a s s o c a i t i o n  o f  i n s u r a n c e  
c a r r i e r s  t o  u n d e r w r i t e  h e a l t h  i n s u r a n c e  for p e o p l e  w h o ,  b e c a u s e  
of e x i s t i n g  h e a l t h  c o n d i t i o n s ,  a r e  u n a b l e  to b u y  s t a n d a r d  
c o v e r a g e .  B o t h  s t a t e s  h a v e  b e e n  v e r y  p l e a s e d  w i t h  t h e  r e s u l t s  
of t h e i r  l e g i s l a t i o n  a n d  h a v e  e x p e r i e n c e d  v e r y  f e w  p r o b l e m s  w i t h  it.

V. L e g a l  I s s u e s

A  l a w  s u i t  h a s  b e e n  b r o u g h t  a g a i n s t  t h e  M i n n e s o t a  l a w  c h a l l e n g i n g  

its c o n s t i t u t i o n a l i t y .  W h i l e  i t  is t o o  e a r l y  t o  p r e d i c t  t h e  
f i n a l  o u t c o m e ,  t h e  S t a t e  o f  M i n n e s o t a  is c o n f i d e n t  t h a t  t h e  l a w  

w i l l  s u r v i v e  t h i s  tes t .  T h i s  s e c t i o n  i n c l u d e s  a s p e e c h  by J o h n  
l g r a s s i a ,  S u p e r v i s o r  o f  t h e  L i f e  a n d  H e a l t h  S e c t i o n  o f  t h e  M i n ­
n e s o t a  D i v i s i o n  o f  i n s u r a n c e ,  d i s c u s s i n g  s o m e  o f  the l e g a l  i s s u e s  
in t h e  c a s e .

2



P R O J E C T  H E A L T H

T h e  M u l t n o m a h  C o u n t y  M e d i c a l  S o c i e t y  s u p p o r t s  the c o n c e p t  a n d  g o a l s  
o f  " P r o j e c t  H e a l t h "  in p r i n c i p a l ,  as th e y  a c t  to c a r e  for the 
m e d i c a l l y  i n d i g e n t  in o u r  c o m m u n i t y .  T h e  S o c i e t y  e n c o u r a g e s  i n d i­
v i d u a l  p h y s i c i a n s  to g i v e  c o n s i d e r a t i o n  to p a r t i c i p a t i o n  in this 
p r o j e c t .

P O S I T I O N :  B o a r d  o f  T r u s t e e s  2 / 2 7 / 7 4  - E x e c u t i v e  C o m m i t t e e



P R O J E C T  H E A L  TP J.

T h e  M u l t n o m a h  C o u n t y  M e d i c a l  S o c i e t y  r e c o m m e n d s  tha t ,  in the 
i n t e r e s t  o f  q u a l i t y  p a t i e n t  care, p h y s i c i a n s  p a r t i c i p a t i n g  in 
the ' P r o j e c t  H e a l t h 1 p i l o t  p r o g r a m  s h o u l d  c o n t i n u e  to b i l l  t h e i r  
u s u a l  fees for p r o f e s s i o n a l  s e r v i c e s .  W h e n  ' P r o j e c t  H e a l t h '  f u n d s  
a r e  e x h a u s t e d ,  the M u l t n o m a h  C o u n t y  M e d i c a l  S o c i e t y  u r g e s  its 
m e m b e r s  to c o n t i n u e  to p r o v i d e  c a r e  f o r  t h e s e  p a t i e n t s .

T h e  S o c i e t y  a l s o  a s k s  the ' P r o j e c t  H e a l t h '  s t a f f  to p r o v i d e  an 
a c c o u n t i n g  of t h o s e  p a t i e n t s  w h o  r e c e i v e d  c a r e ,  s h o w i n g  the 
number o f  p a t i e n t s  r e c e i v i n g  car e ,  the a m o u n t s  b i l l e d ,  a n d  the 
a m o u n t s  pai d .

P O L I C Y :  B o a r d  o f  T r u s t e e s  3 / 2 7 / 7 4  - E x e c u t i v e  C o m m i t t e e
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V " TO R E P .  B U C H H O L D T  AND H E R  S T A F F

■ i

.&

B E R N E I C E  B A R ,  4 2 2 0  B S T , ,  S U I T E  2 0 1 ,  A N C H O R A G E ,  AK 9 9 5 0 3  
WAS A T  T H E  T E L E C O N F E R E N C E  ON HP. 9 7 7  T H E  O T H E R  D A Y ,  AND D U R I N G  T H E  
C O U R S E  OF  T H E  C O N F E R E N C E  A S K E D  WHAT " R E H A B I L I T A T I V E  S E R V I C E S "
ON P .  3 3 ,  L I N E  8 ,  E N T A I L E D .  S H E  S P O K E  W I T H  S O M E O N E  F R O M  R E P .  B U C H H O L D
T ’ S
S T A F F  ( C O U L D N ' T  R E M E M B E R  T H E  N A M E ) WHO T O L D  H E R  T H A T  S H E  WO U L D  
R E S E A R C H  I T  AND S E N D  H E R  I N F O R M A T I O N .  M S .  B A R  WO R K S  W I T H  R E H A B I L I T A T I  
ON
S E R V I C E S  A N D T H I S  I S  OF  P A R T I C U L A R  I N T E R E S T  TO H E R .

M S .  B A R  WAS E X P E C T I N G  T H I S  I N F O  TO B E  T E L E C O P I E D  T O  H E R  T H R O U G H  
OUR O F F I C E .

W I L L  T H E  I N F O  B E  F O R T H C O M I N G ?  C O U L D  I  T E L L  H E R  WHE N T O E X P E C T  
I T ?  T H A N K S .  E F F I E  ( A N C H O R A G E  L E G I S L A T I V E  I N F O R M A T I O N  O F F I C E )

*r i* is is is IS is >S is <S IS IS is IS IS is IS IS i.S is is <S >S iS 'S <S *S is IS IS >S >S IS >S IS >S )S >S <S >S <S IS IS *S IS IS IS IS tS IS IS <S IS IS >S IS iS is IS is >S. IS <S. IS IS is IS IS )S
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FROM BERNE  I C E  BAR, 4220 B . <3 T . , S U I T E  2131, ANCHORAGE 99503 
PHONE 2 7 9 -9 / ,  31

J HAVE NOT YET  R E C E I V E D  THE IN F O R M A T IO N  WHICH I R E Q U E S T E D  ABOUT 
THE  R E H A B I L I T A T I O N  S E R V I C E S  M E N T IO N E D  ON P .  33 L I N E  0 ,  OF HB 977 .  
YOU M EN T IO N ED  WHEN I I N Q U I R E D  EA S T  WEEK THAT YOU WOULD BE M A I L I N G  
I T .

YOUR PROMPT A T T E N T I O N  TO T H I S  MATTER  WOULD R EALLY  BE A P P R E C IA T E D .  
THANKS .

If &  If  I f  If. If IS If If  I'f. If If If  If  If If If  I? I f  If If If  I f  I f  If  If  If  I f  If If If  If  If I f  I f  If I f  If If  I f  If If If If  I f  If  If if  I f  If  I f  If I f  I f  I f  If  If  If If  I f  If I f  I f  I f  If If  If  If  If  If If I f  If  \
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LIMITS ON EMPLOYEE SHARE OF PREMIUM COST

Maximum employee share

Hourly
Wage

Gross Monthly 
Wage (172 hrs.)

(HB 977) 
1.5% 2% 3%

$3.60 $619 $9.29 12.38 18. 57

4.00 688 10.32 13.76 20.64

6.00 1032 15.48 20.64 30.96

8.00 1376 20.64 27.52 41.28

10.00 1720 25.80 34.40 51.60

15.00 2580 38.70 51.60 77.40

20.00 • 3440 51.60 68.80 103.20



E S T I M A T E D  P R E M I U M  C O S T S  F O R  N U M B E R  T W O  Q U A L I F I E D  P L A N S

I n d i v i d u a l  P l a n s  - E m p l o y e e  O n l y

low: B l u e  C r o s s / B l u e  S h i e l d ,
M a l e  a g e  2 0 - 2 4

h i g h :  S t a t e  F a r m ,
M a l e  o r  F e m a l e  a g e  6 0 - 6 4

3
A v e r a g e  o f  5 carrier*: ,
M a l e  a g e  3 5 - 3 9

3
A v e r a g e  o f  5 c a r r i e r s  ,

F e m a l e  a g e  3 5 - 3 9

I n d i v i d u a l  P l a n s  - E m p l o y e e  a n d  D e p e n d e n t s

low: B l u e  C r o s s / B l u e  S h i e l d ,
M  2 0 - 2 4  + F 2 0 - 2 4  + c h i l d r e n

h i g h :  S t a t e  F a r m ,
M  6 0 - 6 4  + F 6 0 - 6 4  + c h i l d r e n

A v e r a g e  o f  5 c a r r i e r s ^ ,

M  3 5 - 3 9  + F 3 0 - 3 4  + c h i l d r e n

M i n n e s o t a  R a t e  

N o v e m b e r  1 9 7 9  

( Q u a r t e r l y )

$ 3 1 . 4 7

2 1 4 . 4 0

5 5 . 4 2

8 7 . 1 3

A r e a . , 2

$ 1 2 8 . 2 7

4 8 7 . 6 8

1 8 5 . 8 0

D i f f e r e n t i a l

+1 2%

+ 7% 

+ 1 1 % 

+1 1 %

+ 13%

+  7%

+ 11%

E s t .  R a t e  

i n  A l a s k a  
( Q u a r t e r l y )

$ 3 5 . 2 5

2 2 9 . 4 1

6 1 . 5 2

9 6 . 7 1

1 4 4 . 9 5

5 2 1 . 8 2

2 0 6 . 2 4

E s t .  R a t e  

in A l a s k a  
( M o n t h l y )

$ 1 1 . 7 5

7 6 . 4 7

2 0 . 5 1

3 2 . 2 4

$ 4 8 . 3 2

$ 1 7 3 . 9 4

$ 6 8 . 7 5

G r o u p  p l a n  p r e m i u m s  a r e  r o u g h l y  8% l e s s  t h a n  i n d i v i d u a l  p l a n  p r e m i u m s .

1 T h e  M i n n e s o t a  m i n i m u m  s t a n d a r d s  f o r  a n u m b e r  t w o  q u a l i f i e d  p l a n  a r e  t h e  s a m e  a s  t h o s e  s p e c i f i e d  in H B  9 7 7  e x c e p t  

t h a t  t h e  r e q u i r e m e n t s  f o r  c o v e r a g e  f o r  w e l ]  b a b y  c a r e ,  p h y s i c a l  e x a m s ,  a n d  m u l t i  p h a s i c  s c r e e n i n g  h a v e  n o t  y e t  
t a k e n  e f f e c t  in M i n n e s o t a ,  a n d  M i n n e s o t a  d o e s  n o t  c o v e r  m e d i c a l l y  n e c e s s a r y  t r a n s p o r t a t i o n  ( o c h e r  t h a n  a n  a m b u l a n c e )  
o r  t r e a t m e n t . f o r  a l c o h o l i s m  o r  c h e m i c a l  d e p e n d e n c e .

2 D e r i v e d  f r o m  t h e  a r e a  s c h e d u l e  o f  p r e m i u m s  o f  t h e  C A R E  g r o u p  i n s u r a n c e  t r u s t  f o r  a l l  A l a s k a  a n d  f o r  A n o k a ,  D a k o t a ,
H e n n e p i n ,  R a m s e y ,  a n d  W a s h i n g t o n  c o u n t i e s  in M i n n e s o t a .

3 Blur. C r o s s / B l u e  S h i e l d ,  P r u d e n t i a l ,  S t a t e  F a r m ,  N a t i o n a l  F a r m e r s  U n i o n ,  a n d  M a s s a c h u s e t t s  M u t u a l .

T h i s  i s  a s t r a i g h t  a v e r a g e  a n d  n o t  a w e i g h t e d  a v e r a g e .  S i n c e  3 l u e  C r o s s / B l u e  S h i e l d  h a s  b y  f a r  t h e  l o w e s t  r a t e s

a n d  c o v e r s  9 6 %  o f  t h e  p e o p l e  c o v e r e d  b y  t h e s e  f i v e  M i n n e s o t a  c a r r i e r s ,  t h e  s t r a i g h t  a v e r a g e  u s e d  h e r e  is s u b s t a n ­
t i a l l y  h i g h e r  t h a n  t h e  w e i g h t e d  a v e r a g e  w o u l d  be,
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A N D  T H R E E  O T H E R  C O M P R E H E N S I V E  H E A L T H  P L A N S

B e n e f i t S t a t e
C r o s s

E m p l o y e e s

P l a n

B l u e  A l a s k a  #2 Q u a l i f i e d  M i n n e s o t a  

P l a n  (HB 977) Q u a l i f i e d

#2

P l a n

C o n n e c t i c u t  M i d d l e  

O p t i o n  P l a n

d e d u c t i b l e

c o - p a y m e n t

o u t - o f - p o c k e t

liirit

m a x i m u m  l i f e t i m e  

b e n e f i t

p r e - e x i s t i n g  

c o n d i t i o n s  l i m i t

f e e  b a s i s

$ 5 0 / p e r s o n ;  $ 1 5 0 / f a m i l y  

1 0 %

$2000

$ 2 5 0 , 0 0 0

m a x i m u m  b e n e f i t  l i m i t e d  
d u r i n g  1 s t  y e a r  o f  p l a n  

c o v e r a g e  t o  $ 1 0 0 0  f o r  
a n y  p r e - e x i s t i n g  c o n d i ­

t i o n  w h i c h  w a s  t r e a t e d  
d u r i n g  t h e  3 m o n t h s  

p r i o r  t o  e n r o l l m e n t  in 

t h e  p l a n

u s u a l ,  c u s t o m a r y  a n d
r e a s o n a b l e  c h a r g e s

$ 5 0 0 / p e r s o n ;  $ 1 5 0 0 / f a m i l y  $ 5 0 0 / p e r s o n  

2 0% 2 0%

$ 3 0 0 0

$ 2 5 0 , 0 0 0

n o t  s p e c i f i e d

$ 3 0 0 0

$ 2 5 0 , 0 0 0

n o t  s p e c i f i e d

usual and customary 
charges

u s u a l  a n d  c u s t o m a r y  

c h a r g e s

$ 5 0 0 / p e r s o n

2 0%

$1000/person; $2000/
f a m i l y

$ 1 , 000,000

c o n d i t i o n s  m a n i f e s t e d  o r  

t r e a t e d  in t h e  6 m o n c h s  

p r i o r  t o  e n r o l l m e n t  e x ­
c l u d e d  f r o m  c o v e r a g e  f o r  

o n e  y e a r

m a y  n o t  e x c e e d  r e a s o n a b l e  
c h a r g e s  o r  r a t e s  a p p r o v e d  

b y  t h e  c o m m i s s i o n  o n  

h o s p i t a l  a n d  h e a l t h  c a r e

C O V E R E D  S E R V I C E S :  

h o s p i t a l  s e r v i c e s

p h y s i c i a n

s e r v i c e s

p r i v a t e  d u t y  

n u r s i n g

y e s

c a r e  r e n d e r e d  b y  M . D . ,  

o s t e o p a t h ,p s y c h o l o g i s t , 
c h i r o p r a c t o r ,  p o d i a t r i s t  

o r  C h r i s t i a n  S c i e n c e  
p r a c t i t i o n e r

R N  s e r v i c e s  a t  t h e  

d i r e c t i o n  o f  a 
p h y s i c i a n

y e s

c a r e  r e n d e r e d  b y  o r  

a t  t h e  d i r e c t i o n  o f  
a p h y s i c i a n

p r o f e s s i o n a l  s e r v i c e s  

r e n d e r e d  a t  t h e  d i r e c t i o n  
o f  a p h y s i c i a n

y e s

c a r e  r e n d e r e d  b y  o r  

a t  t h e  d i r e c t i o n  o f  
a p h y s i c i a n

p r o f e s s i o n a l  s e r v i c e s  

r e n d e r e d  a t  t h e  d i r e c ­
t i o n  o f  a p h y s i c i a n

yes

professional ser/ices 
rendered by an h'.D., 
osteopath, chiropractor, 
podiatrist, psychologist; 
or naturopath

professional services 
rendered by a registered 
nurse at the direction

of a physician
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B e n e f i t

P r e s c r i p t i o n

d r u g s

r a d i a t i o n

x - r a y  & 

l a b  e x a m s

o x y g e n

a n e s t h e t i c

p r o s t h e s e s

m e d i c a l
s u p p l i e s

S t a t e  E m p l o y e e s  
B l u e  C r o s s  P l a n

p r e g n a n c y  & 
c h i l d b i r t h

y e s

y e s

y e s

y e s

y e s

y e s

b a n d a g e s ,  c r u t c h e s ,  
w h e e l  c h a i r s ,  r e s ­

p i r a t o r s ,  b l o o d ,  

h o s p i t a l  t y p e  beds,, 

p l a s m a

y e s

A l a s k a  #2 Q u a l i f i e d  
H a n  (HB 977)

y e s

y e s

y e s

y e s

y e s

y e s

r e n t a l  o r  p u r c h a s e  
o f  d u r a b l e  m e d i c a l  

e q u i p m e n t

y e s

t r a v e l a m b u l a n c e  o r  c o m ­
m e r c i a l  a i r l i n e  t o  

n e a r e s t  f a c i l i t y

m e d i c a l l y  n e c e s s a r y  
t r a n s p o r t a t i o n

a l c o h o l i s m
t r e a t m e n t

y e s ,  o n  i n p a t i e n t  
b a s i s ,  e x c e p t  l i m i t e d  
t o  $ 1 0 0 0  m a x i m u m  if 

t h e  f a c i l i t y  d o e s  n o t  
h a v e  a c o n t r a c t  w i t h  

B l u e  C r o s s

y e s

m e n t a l  & n e r v o u s  
d i s o r d e r s

5 0 %  c o v e r a g e  u p  t o  

$ 2 5 0 0  m a x i m u m  p e r  

y e a r  w h e n  r e n d e r e d  
b y  a n d  M . D . , D . O . , 
o r  l i c e n s e d  p s y c h o l o ­
g i s t

M i n n e s o t a  #2 C o n n e c t i c u t  M i d d l e
Q u a l i f i e d  P l a n  O p t i o n  P l a n

y e s

y e s

y e s

y e s  

y e  3 

y e s

r e n t a l  o r  p u r c h a s e  
o f  d u r a b l e  m e d i c a l  

e q u i p m e n t

y e s

a m b u l a n c e  t o  n e a r e s t  

f a c i l i t y  & m i l e a g e  
r a t e  t o  k i d n e y  d i a l y s i s  

t r e a t m e n t  c e n t e r

y e s ( r e q u i r e d  b y  l a w  

o f  a l l  h e a l t h  i n ­

s u r a n c e  p o l i c i e s

y e s

y e s

y e s

y e s

y e s

y e s

r e n t a l  o r  p u r c h a s e  o f  

d u r a b l e  m e d i c a l  

e q u i p m e n t

$ 2 5 0  l i m i t  e x c e p t  
f o r  c o m p l i c a t i o n s

a m b u l a n c e  t o  n e a r e s t  

f a c i l i t y

y e s

5 0 %  c o v e r a g e



B e n e f i t ^

N u r s i n g  h o m e

h o m e  h e a l t h  

c a r e

o r a l  s u r g e r y  

p h y s i c a l  t h e r a p i s t  

w e l l  b a b y  c a r e

p h y s i c a l  e x a m s

m u l t i p h a s i c  
s c r e e n i n g  & 
o t h e r  d i a g n o s i s

d e n t a l  c a r e

v i s i o n  & 
o p t i c a l

a u d i o

S t a t e  E m p l o y e e s
B l u e  Crof>s P l a n

y e s

70 - 1 0 0 %  c o v e r a g e  
u p  t o  a  m a x i m u m  
o f  $ 1 0 0 0  p e r  y e a r

9 0 %  c o v e r a g e  f o r  
1 e x a m  a n d  1 s e t  
o f  l e n s e s / y e a r

8 0 %  c o v e r a g e  u p  t o  
$ 4 0 C  o v e r  3 y e a r s

A l a s k a  #2 Q u a l i f i e d
P l a n  (KB 977)

1 2 0  d a y s  m a x i m u m  i f  
b e g u n  w i t h i n  14 d a y s  

o f  a h o s p i t a l  s t a y  o f  
a t  l e a s t  3 d a y s

u p  t o  1 8 0  v i s i t s / y e a r

y e s

y e s

y e s ,  s u b j e c t  t o  d e ­
d u c t i b l e s ,  c o i n s u r a n c e  
a n d  l i m i t s

y e s ,  s u b j e c t  t o  a p ­
p l i c a b l e  d e d u c t i b l e s  

c o i n s u r a n c e  a n d  l i m i t s

y e s ,  s u b j e c t  t o  c o -  
i n s u r a n c e ,  d e d u c t i b l e s  

& l i m i t s

M i n n e s o t a  #2
Q u a l i f i e d  P l a n

C o n n e c t i c u t  M i d d l e
O p t i o n  P l a n

1 2 0  d a y s  m a x i m u m  if 
i t  w o u l d  q u a l i f y  

u n d e r  M e d i c a r e

if i t  w o u l d  q u a l i f y  

u n d e r  M e d i c a r e

y e s

y e s

e f f e c t i v e  J u l y  1, 1 9 8 0  

e f f e c t i v e  J u l y  1, 1 9 8 2  

e f f e c t i v e  J u l y  1, 1 9 8 2

1 2 0  d a y s  m a x i m u m  if 
b e g u n  w i t h i n  14 d a y s  o f  

a h o s p i t a l  s t a y  o f  a t  

l e a s t  3 d a y s

u p  t o  1 8 0  v i s i t s / y e a r

y e s

y e s

m e d i c a l
s o c i a l  s e r v i c e s $ 2 0 0  l i m i t

&



Benefit: S t a t e  E m p l o y e e s
B l u e  C r o s s  P l a n

A l a s k a  #2 Q u a l i f i e d
P l a n  (HB 977)

M i n n e s o t a  #2
Q u a l i f i e d  P l a n

C o n n e c t i c u t  M i d d l e
O p t i o n  P l a n

conversion
privileges

yes yes yes yes

dependent
coverage

spouse, dependent 
children under 23, 
disabled children 
of any age who are 
financially depen­
dent

spouse, children under 
18, children under 25 
who are students and 
financially dependent, 
disabled children of any 
age who are financially 
dependent and dependent 
household members

spouse, children under 
19, children under 25 
who are students and 
financially dependent, 
children of any age who 
are disabled a * depen­
dent

not specified
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A p r i l  3, 1 980 

J o a n  H. G a u m e r  

P a g e  1

S e c t i o n  18.12 - 0 4 0 ,  on  Page 3. T h i s  s e c t i o n  d i s c u s s e s  the c o m m e n c e m e n t  of 

c o v e r a g e .  It w i l l  m e a n  a c h a n g e  in the u s u a l  p r o b a t i o n a r y  p e r i o d s  that hav e  

b e e n  set up b y  e m p l o y e r s  for their e m p lo y e e s .  Th e  four w e e k  p h a s e - i n  into 

the h e a l t h  c a r e  p l a n  d oes not jibe w i t h  the u s u a l  two month, or s o m e t i m e s  

t h r e e  m on t h ,  p r o b a t i o n  p e r i o d  f o r  e m p l o y e e s  j o i n i n g  a c o m p a n y  a n d  m a y  c r e a t e  

a p r o b l e m  f o r  an e m p l o y e r .  We w o u l d  need, h e r e  at Blue Cross, to adj u s t  for our 

A l a s k a n  e m p l o y e e s  the s t a n d a r d  prol itionary p er i o d  of ou r  compa n y .  This w o u l d  

c r e a t e  a p r o b l e m  fo r  our c o m p a n y  as it w o u l d  fo r  an y  o t h e r  c o m p a n y  w h o  has 

e m p l o y e e s  b o t h  in A l a s k a  a n d  in o t h e r  states.

S e c t i o n  18.12 . 0 7 0 ,  Pages 4 a n d 5. T h i s  s e c t i o n  of the l e g i s l a t i o n  e n a b l e s  a 

p e r s o n  w h o  h a s  c o v e r a g e  as a d e p e n d e n t  u n d e r  some o t h e r  h e a l t h  c a r e  plan to 

w a i v e  his c o v e r a g e  t h r o u g h his e m p l o y e r .  T hat w i l l  c r e a t e  a c o m p l i c a t i o n  in 

a d m i n i s t r a t i o n  for e m p lo y e r s .  L o o k i n g  at it f r o m  the p o in t  of v i e w  of i n s u r­

a n c e  c o v e r a g e ,  it w i l l  al s o  c r e a t e  the p o s s i b i l i t y  of s e l e c t i o n  of co v e r a g e ,  

w h e r e  the p e r s o n  k n o w i n g  h i m s e l f / h e r s e l f  to be in p oo r  h e a l t h  w i l l  accept 

c o v e r a g e  u n d e r  bot h  types of e m p l o y m e n t  and the h e a l t h y  i n d i v i d u a l  w i l l  not.

T h a t  w i l l  result in the u t i l i z a t i o n  b e i n g  i n c r e a s e d  and t h e r e f o r e  the cost 

to the e m p l o y e r  fo r  p r e m i u m  a l s o  w i l l  rise.

4 B / 1 1
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H-B. 977 

A p r i l  3, 1980  

J o a n  H. G a u m e r  

P a g e  2

S e c t i o n  2 1 . 5 0 . 0 1 0 ( d )  on P a g e  13. In this s e c t i o n  of the bill a n  " u n q u a l i f i e d  

p o l i c y "  is use d  as t e r mi n o l o g y .  T h e r e  is no d e f i n i t i o n  in this b i l l  of an 

u n q u a l i f i e d  policy. T h i s  b i l l  a l s o  u s e s  the term " n o n q u a l i f i e d  p lan" a n d  t here 

is c o n f u s i o n  b e t w e e n  " u n q u a l i f i e d  p o l i c y "  and " n o n q u a l i f i e d  p l a n . "

Js
4 B / 1 2



H. B .  977 

A p r i l  3, 1 9 8 0  

J o a n  H. G a u m e r  

P a g e  3

S e c t i o n  2 1 . 5 0 . 0 3 0 ( 1 ) ,  o n  P a g es  14 and 15. T h e  d e f i n i t i o n  of m i n i m u m  b e n e f i t s  

n e e d s  som e  m a j o r  c or r e c t i o n s .  A l l  b e n e f i t s  o f f e r e d  in a s t a t e  h e a l t h  p l a n  

s h o u l d  be d e t e r m i n e d  to be m e d i c a l l y  n e c e s s a r y .  A  d e f i n i t i o n  of m e d i c a l l y  

n e c e s s a r y  s h o u l d  be i n c luded in the d e f i n i t i o n  s e c t i o n  of this l e g i s l a t i o n .

T h e  r e f e r e n c e  t h r o u g h o u t  this s u b s e c t i o n  to s e r v i c e s  by v a r y i n g  h e a l t h  c are 

p r a c t i t i o n e r s  n e v e r  refe r s  to t h e m  a s  l i c e n s e d  h e a l t h  c a r e  p r a c t i t i o n e r s  w h i c h  

I t h i n k  s h o u l d  be in s e r t e d  into the bill. T h e  b i l l  d o e s  not r e q u i r e  that the 

s e r v i c e  be p r o v i d e d  by a p r a c t i t i o n e r  w i t h i n  the s c o p e  of his

p r a c t i c e .  T i g h t e n i n g  u p  the l a n g u a g e  w i l l  e l i m i n a t e  p a y m e n t  of c l a i m s  for 

p r o c e d u r e s  that w e r e  p r o v i d e d  by a p r a c t i t i o n e r  w h o s e  s c o p e  of p r a c t i c e  d o e s  not 

i n c l u d e  that p r o c e d u r e  and w o u l d  e l i m i n a t e  p a y m e n t  for p r o c e d u r e s  w h i c h  ar e  not 

n e c e s s a r y  to the life or h e a l t h  of the p a t ient. In S u b s e c t i o n  (D), s e r v i c e s  of 

a n u r s i n g  h o m e  a r e  i n c l u d e d  as a b e n e f i t .  N u r s i n g  h o m e s  s h o u l d  be i d e n t i­

fi e d  e i t h e r  as l i c e n s e d  or M e d i c a r e - a p p r o v e d .

S u b s e c t i o n  (E) d e f i n e s  s e r v i c e s  of a h ome h e a l t h  agen c y .  In the d e l i n e a t i o n  of 

s e r v i c e r  by a h o m e  h e a l t h  a g e n c y  I w o u l d  u r g e  yo u  to list those s e r v i c e s  w h i c h  

w i l l  be c o v e r e d  f o r  a patient s e rv e d  in his home. In o t h e r  i n s u r a n c e  c o n t r a c t s  

h o m e  h e a l t h  s e r v i c e s  o f t e n  lists the p r a c t i t i o n e r s  w h o s e  s e r v i c e s  w i l l  be 

a c c e p t e d  as wel l  as the p a r a p r o f e s s i n n a l s  that w i l l  be i n c l u d e d  in this s e rv i c e .  

T h i s  bill, as it is n o w  writt en ,  c o u l d  re su l t  in a t r e m e n d o u s  i n c r e a s e  in home 

h e a l t h  c o s t s  and t h e r e f o r e  an i n c r e a s e  in p r e m i u m  p r i c e  o v e r  a m o r e  r e s t r i c t e d  

b e n e f i t .

S u b s e c t i o n  (I.) of this b i l l  d eals w i t h  oral  s u r g e r y .  W h i l e  the root c a n a l  and o r a l

s u r g e r y  d e f i n i t i o n s  are w e l l  w o r d e d ,  the w o r d i n g  of the l a n g u a g e

d e a l i n g  w i t h  p e r i o d o n t a l  w o r k  w o u l d  be v e r y  h a r d  to a d m i n i s t e r .  It

w o u l d  be d i f f i c u l t  to e x p l a i n  to a p a t i e n c  that his p e r i o d o n t a l  s e r v i c e s  w i l l

b e  pai d for if o n l y p e r i o d o n t a l  w o r k  is done, but w i l l  not be paid f or  if, a t  the

s a m e  time as h a v i n g  the p e r i o d o n t a l  s u r g e r y ,  t h e r e is som e e x t r a c t i o n  or re p a i r

o f  teeth.

In s u b s e c t i o n  (N) the p r o v i s i o n  of p a y m e n t  for t r a n s p o r t a t i o n  m u s t  be m o r e  

s u c c i n c t l y  d e f i n e d .  As w r i t t e n , i t  is v e r y  b ro a d  a n d  wil] be v e r y  e x p e n s i v e  an d  

a d m i n i s t r a t i o n  w i l l  be di f f i c u l t .
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LI.B. 977 

A p r i l  3, 1980 

J o a n  H. G a u m e r  

P a g e  4

S e c t i o n  2 1 . 5 0 . 0 3 0 ( 2 )  on P a g e  15. S u b s e c t i o n  2 d e a l s  w i t h  the e x c l u s i o n s  for 

s e r v i c e s  or a r t i c l e s  w h i c h  w i l l  no t  b e  c o v e r e d  in the i n s u ra n c e .  In (b) of that 

se c t i o n ,  the p h r a s e  " b i r t h  d e f e c t "  is used. I w o u l d  s u g g e s t  that a d e f i n i t i o n  

of b i r t h  d e fe c t  be i n c l u d e d  in the d e f i n i t i  n section.

I w o u l d  u rge y o u  to a d d a  5 t h  e x c l u s i o n  to this s e c t i o n  for s e r v i c e s  of c u s t o d i a l  

care. I w o u l d  urg e  you- to add a d e f i n i t i o n  of c u s t o d i a l  care w h i c h  m i g h t  

read 'Any p o r t i o n  of a s e r v i c e ,  p r o c e d u r e  or s u p p l y  r e n d e r e d  to m a n a g e  a p a t i e n t ' s  

i l l ness, d i s e a s e  or i n j u r y  a f t e r  he or she has r e a c h e d  a poir.L in r e c o v e r y  w h e r e  

s u c h  m a n a g e m e n t ,  c a n  no l o n g e r  be e x p e c t e d  to i m p r o v e  the c o n d i t i o n . "

S u b s e c t i o n  (3) of this m i n i m u m  b e n e f i t  s e c t i o n  l is t s  b e ne f i t s  w i t h  s p e c i a l i z e d  

c o - i n s u r a n c e ,  p r e m i u m  d e d u c t i b l e s ,  a n d  l i m i t a t i o n s .  A  d e f i n i t i o n  of "wei] baby 

c a r e "  is neede d .  T h e  i n c l u s i o n  of r o u t i n e  p h y s i c a l s  and a n n u a l  p h y s i c a l s  s h o u l d  

be l i m i t e d  m o r e  tha n  the p r e s e n t  l a n g u a g e .  A n nu a l  p h y s i c a l s ,  t e c h n i c a l l y ,  ar e  noc 

p r e s c r i b e d  by a p h y s i c i a n .  To c o n t r o l  o v e r u t i i i z a t i o n  of this benefit, you m a y  

w a n t  to look at s ome of t h e  r e c e n t  c h a n g e s  a n n o u n c e d  by the A m e r i c a n  C a n c e r  

S o c i e t y  w h e r e  they a r e  r e c o m m e n d i n g  that c a n c e r  c h e c k - u p s  for p e r s o n s  b e t w e e n  

a g e s  20 and 4 0  be l i m i t e d  to one e v e r y  t hree years. T h e y  are  t a l ki n g  in terms 

of m a m m o g r a p h y  for b r e a s t  c a n c e r  d e t e c t i o n  y e a r l y  o n l y  for w o m e n  o v e r  5 0  and 

t h e y  a r e  r e d u c i n g  the r e c o m m e n d e d  n u m b e r  of c h e s t  x - r a y s  as w e l l  as the r e c o m­

me n d e d  n u m b e r  of Pa p  s m e a r s  f ro m  o n e  a y e a r  to one e v e r y  three years. This 

s e e m s  to be the trend i n  the d e t e c t i o n  of il l n e s s  a r e a  a n d  the l a n g u a g e  u se d  in 

t his bill s h o u l d  p e r h a p s  r e f e r  e i t h e r  to l i m i t a t i o n s  of this sort or to d o l l a r  

l i m i t a t i o n s  in o r d e r  to c o n t r o l  u t i l i z a t i o n  of a p r o c e d u r e  that m a y  not be cost 

e f f e c t i v e .

M u l t i p h a s i c  s c r e e n i n g  s h o u l d  a l s o  be l i m i t e d  e i t h e r  by a d o l l a r  l i m i t a t i o n  or by 

a l i m i t a t i o n  on the n u m b e r  of p r o c e d u r e s  per y e a r  w h i c h  w i l l  be paid for by the 

i n s u r a n c e .

A l l  t h e s e  c h a n g e s  h ave b e e n  s u g g e s t e d  to e l i m i n a t e  the p r o b a b i l i t y  of e x c e s s i v e  

use, to e l i m i n a t e  i n a p p r o p r i a t e  u t i l i z a t i o n ,  a n d  to c o n t r o l  c o st s  to those n e c­

e s s a r y  fo r  the g o o d  h e a l t h  of A l a s k a n s .
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H.B. 977 

A p r i l  3, 1980 

J o a n  G a u m e r  

Pa g e  5

S e c t i o n  2 1 . 5 0 . 0 4 0  o n  Pag e  16. T h i s  section, w h i c h  d e a l s  w i t h  M e d i c a r e  S u p p l e­

m e n t  Plans, d o e s  not s e e m  to r e c o g n i z e  that M e d i c a r e  S u p p l e m e n t  is a l s o  a v a i l a b l e  

to the d i s a b l e d  p e r s o n  u n d e r  ag e  65 wh o  is a M e d i c a r e  recip i e n t . Th e  l a n g u a g e  

of this s e c t i o n  n eeds to take into a c c o u n t  the fact that t here are pers o n s 

u n d e r  65 w h o  a r e  d i s a b l e d  w h o  do p u r c h a s e  M e d i c a r e  S u p p l e m e n t  policies.

It is our c o n c e r n  that the b e n e f i t s  in this s e c t i o n  for th e  M e d i c a r e  S u p p l e­

me n t  P l a n  are so e x p a n s i v e  that the c o s t s  w i l l  b e c o m e  too h i g h  f o r  the a v e r a g e  

p e r s o n  to p u r c h a s e  a M e d i c a r e  S u p p l e m e n t  policy. T h e  b e n e f i t s  w h i c h  the S t at e

of A l a s k a  w o u l d  incl u d e  in a M e d i c a r e  S u p p l e m e n t  P l a n  (wh i c h  are not n o w

i n c l u d e d  in M e d i c a r e - a p p r o v e d  s e r v i c e s )  are p r e s c r i p t i o n  drugs, p r o s t he s e s ,  

d u r a b l e  m e d i c a l  equip m e n t ,  oral s u r gery, a n d  t r a n s p o r t a t i o n .  T w o  of the 

s e r v i c e s ,  t h o s e  of p h y s i c a l  t h e r a p i s t s  and a l c o h o l i s m  treatm e n t ,  a r e  n ow  limi te d

by M e d i c a r e  and an a p p r e c i a b l e  p o r t i o n  of the c osts for s e r v i c e s  of this sort

w o u l d  t h e n  be bo r n  by the S u p p l e m e n t  Plan. S ince there is a l s o  a l i m i t a t i o n  

of a $ 1 , 0 0 0  p e r  p e r s o n  o u t - o f - p o c k e t  for these c o v e r e d  s e r v i c es ,  it is e x p e c t e d  

tha t the u t i l i z a t i o n  of these b e n e f i t s  w o u l d  be e x t r e m e l y  h e a v y  and w o u l d  

t h e r e f o r e  make the cost of the M e d i c a r e  S u p p l e m e n t  P r o g r a m  e x t r e m e l y  high.

At the time that C o n g r e s s  was d e b a t i n g  M e d i c a r e  c o verage, p r e s c r i p t i o n  drugs, 

t r a n s p o r t a t i o n ,  and c u s t o d i a l  car e  in n u r s i n g  h o m e s  w e r e  a l l  s u b j e c t s  w h i c h  w e r e  

d e b a t e d  and w h i c h  w e r e  d r o p p e d  out of M e d i c a r e  c o v e r a g e  b e c a u s e  the Fede r a l  

G o v e r n m e n t  did not feel that it had s u f f i c i e n t  r e v e n u e s  to pay for these 

c o v e r a g e s .  W h i l e  the a d d i t i o n  of these b e ne f i t s  w o u l d  be of i n t e r e s t  to m a n y  

s e n i o r  c i t i z e n s  in Alaska, the cost of p r o v i d i n g  t h e s e  s e r v i c e s  m a y  r e s u l t  in 

p r i c i n g  the M e d i c a r e  S u p p l e m e n t  c o n t r a c t  out of the r each of a n y o n e  on a 

r e t i r e m e n t  income.
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H .B. 977 

A p r i l  3, 198 0  

J o a n  H. G a u m e r  

P a g e  6

S e c t i o n  2 J . 5 0 . 0 8 0 ,  S u b s e c t i o n  6(c), P a g e  21. Thi s  s e c t i o n  s p e c i f i e s  a 12 - 1 /2  

p e r c e n t  J.imit for r e t e n t i o n  costs and a g e n t  fees for *-he w r i t i n g  c a r r i e r  of the 

S t a t e  Plan. I k n o w  of no i n f o r m a t i o n  w h i c h  w o u l d  i n o i c a t e  that this Is a 

r e a s o n a b l e  p e r c e n t a g e .  I w o u l d  s u g g e s t  that the D i v i s i o n  of I n s u r a n c e  d e t e r m i n e  

a  r e a s o n a b l e  l imit an d  a d o p t  it in r e g u l a t i o n s  a f t e r  s u f f i c i e n t  e x p e r i e n c e  i n d i­

c a t e s  vha t  that l i m i t a t i o n  s h o u l d  be.

I n  S e c t i o n  6(e )  the w o r d i n g  s h o u l d  be a m e n d e d  on lines 23 a n d  25 of Page 21 so 

t h a t  the lo s s e s  w h i c h  the m e m b e r s  of the a s s o c i a t i o n  w i l l  s h a r e  w i l l  be losses 

d u e  to a d m i n i s t r a t i v e  as w e l l  as c l a i m s  e x penses. I w o u l d  s u g g e s t  that on l ines 

2 3  a n d  25 that the w o r d s  "and a d m i n i s t r a t i v e "  be i n s e r t e d  b e t w e e n  the wo r d  

" c l a i m s "  a n d  " e x p e n s e s ".

S e c t i o n  2 1 . 5 0 . 0 8 0 ( 6 ) ( f ) c o n c e r n s  the a s s e s s m e n t  of l o s s e s  a n d the y  ar e  of f s e t  

e i t h e r  by i n c o m e  tax or p r e m i u m  tax p a y a b l e  in the S t a t e  of Alaska. T h i s  o f fs e t

w i l l  of c o u r s e  result in a loss of s tate revenue. It is the o p i n i o n  of those

p e r s o n s  at Blue C r o s s  w h o  have stud i e d  this l e g i s l a t i o n  that the w r i t e - o f f  

s h o u l d  be e l i m i n a t e d  a n d  i n s te a d  that rates for the s t a t e  p l a n  s h o u l d  be a d j u s t e d  

t o  a s s u r e  r e v e n u e  s u f f i c i e n t  to refund the a s s e s s m e n t s  paid by m e m b e r s  of the 

a s s o c i a t i o n .  T h i s  w o u l d  e l i m i n a t e  the loss of r e v e n u e  to the s t a t e  and w o u l d  

p l a c e  a l l  m e m b e r s  in an e q u a l  st at u s  r e g a r d l e s s  of w h e t h e r  they a r e  a c c i d e n t  and 

h e a l t h  i n s u r e r s  or n o n p r o f i t  h e a l t h  s e r v i c e  plans.

If a n  o f f s e t  is i n c l u d e d  in this l e g i s l a t i o n  the n  the s e c o n d  s e n t e n c e  of 

p a r a g r a p h  (f) s h o u l d  be am e n d e d  in o r d e r  to a s s u r e  that the report to the 

l e g i s l a t u r e  is p la c e d  w i t h i n  a w o r k a b l e  tine frame. It is m y  u n d e r s t a n d i n g  

t h a t  p r e m i u m  tax p a y m e n t s  ar e  m a d e  on a c a l e n d a r  y e a r  basis. T h e y  mus t  be 

r e p o r t e d  to the s t at e  d u r i n g  F e b r u a r y  of any ye a r  a n d  are p a y a bl e  by M a r c h  31 

o f  tha t  year. A  r e p o r t  c o n c e r n i n g  the lo ss e s  f r o m  p r e m i u m  tax w h i c h  is du e

b e f o r e  the end of J a n u a r y  w o u l d  not be f e a s i b l e  in m y  e s t i m a t i o n .
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H.B. 97"1 

A p r i l  3, 1980 

J o a n  G a u m e r  

P a g e  7

S e c t i o n  2 1 . 5 0 . 1 0 0 ,  P age 23. T h i s  s e c t i o n  s p e c i f i e s  the m e t h o d  by w h i c h  the 

s t a t e  p l a n  is a d m i n i s t e r e d ,  h o we v e r ,  t h e r e  is no d e f i n i t i o n  of a s o u r c e  of 

m o n i e s  f r o m  w h i c h  c l a i m s  w i l l  be paid if t hose cl a i m s  are in e x c e s s  of the 

p r e m i u m  pai d  i n t o  the plan. T h e r e  is n o  m o n e y  a v a i l a b l e  to c o n t i n u e  p a y m e n t  

of c l a i m s  u n t i l  the a s s e s s m e n t  a g a i n s t  l o s s e s  is paid as this l e g i s l a t i o n  is 

n o w  w r i t t e n .

S e c t i o n  2 1 . 5 0 . 1 3 0 ,  P a g e s  26 a n d 27. In this s e c t i o n  a " i n d i v i d u a l  c o v e r a g e  

q u a l i f i e d  plan" is r e f e r r e d  to. I c a n  find no d e f i n i t i o n  of what an i n d i v i d u a l  

c o v e r a g e  q u a l i f i e d  p l a n  is.

S u b s e c t i o n  (b) of this s e c t i o n  is u n clear. Blue C r o s s  a s s u m e s  that this su b­

s e c t i o n  refers to a w i d o w / w i d o w e r  of a p e r s o n  w h o  has a c o n v e r s i o n  po l i c y  but 

w e  a r e  not c e r t a i n  of this i n t e r p r e t a t i o n .  If this s e c t i o n  refers to the 

r i g h t  of the w i d o w / w i d o w e r  of a g r o u p  member, the n  the langu a g e  is o b t u s e  and 

a d m i n i s t r a t i o n  of that p r o v i s i o n  w i l l  be d i f f i c u l t .
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H..,. 977 

A p r i l  3, 1980  

J o a n  G a u m e r  

P a g e  8

S e c t i o n  2 1 . 5 0 . 2 0 0  o n  P a g e s  27 and 78. On e  of the d e f i n i t i o n s  in this s e c t i o n  

is the d e f i n i t i o n  of " d e p e n de n t " .  You have s p e c i f i e d  that this i nc l u d e s  

" A  h o u s e h o l d  m e m b e r  w h o  is f i n a n c i a l l y  d e p e n d e n t  on the p r i m a r y  i n sured".

T h a t  a d d i t i o n  to the u su a l  " f am i l y "  d e p e n d e n t s  w h i c h  c a n  be i d e n t i f i e d  by a 

l e g a l  a c t i o n  (marriage, d i v o r c e  or a d o p t io n )  or by b i r t h  w i l l  c r e a t e  a d m i n i s t r a­

tive h e a d a c h e s  and e x c e s s i v e  a d d i t i o n s  or d e l e t i o n s  on d e p e n d e n t  lists. This 

d e f i n i t i o n  of d e p e n d e n t  w o u l d  be ope n to abuse. It is c o n c e i v a b l e  that " d e p e n d e n t s "  

c o u l d  be c h a n g e d  r e a d i ly  c r e a t i n g  a d m i n i s t r a t i v e  p r o b l e m s  and cl a i m s  p a y m e nt  p r o­

bl e m s  and that d e p e n d e n t s ,  in S'.me cases, m i g h t  be a d d e d  s o l e l y  fo r  the a b i l i t y  

to p r o v i d e  t h e m  w i t h  h e a l t h  car e co v e r a g e  through the p o l i c y  b e i n g  p aid for by 

the p r i m a r y  i n s u r e d ' s  em pl o y e r .  That p o r t i o n  of the d e f i n i t i o n  of d e p e n d e n t  

s h o u l d  be d e l e t e d  f r o m  this bill.
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METHOD USED TO DEVELOP FISCAL NOTE FOR HB 977

House B i l l  977 proposes  to  add new coverage  and new e l i g i b l e  c a t e g o r i e s  
t o  the M ed i c a id  and General R e l i e f  Medica l  (GRM) programs adm in is tered  
by the  Department o f  Hea l th  ft S o c i a l  S e r v i c e s  through the  D i v i s i o n  of  
P u b l i c  A s s i s t a n c e .  The b i l l  would add s e r v i c e s  and e l i g i b l e  b e n e f i c i a r i e s  
not p r e s e n t l y  covered by a medica l  a s s i s t a n c e  program adm in is te red  by 
the  Department. In order t o  attempt t o  gauge the e f f e c t  o f  HB 977, i t  
was n e c e s s a r y  t o  do some p r o j e c t i o n s  based on the present  A laska  Med ica id  
and GRM programs and the Med ica id  programs in  o ther  s im i l a r  s t a t e s .  In 
d e v e l op in g  a f i s c a l  note  for  SB 320, the Department acqu ir ed  f i n a n c i a l  
r epo r t s  from f i v e  western s t a t e s  hav ing  m ed i c a l l y  needy programs. The 
f i n a n c i a l  r epo r t s  covered the  federa l  f i s c a l  y e a r s  1977 and 1978 for  
H awa i i ,  Montana, North Dakota ,  U tah ,  and Washington . T h i s  in fo rmat ion  
a l s o  was used to  deve lop  the f i s c a l  note  f o r  HB 977.

The f i s c a l  no te  i s  d iv id ed  i n t o  four  pages to a l l o w  f o r  sepa ra t e  c on ­
s i d e r a t i o n s  o f  adding new s e r v i c e s  and e l i g i b l e  groups to  Med ica id  on 
the GRM program by the e f f e c t  th a t  a d d i t i o n  to  M ed i c a id ,  the c r e a t i o n  o f  
a m e d i c a l l y  needy program, and the  payment o f  i n t e r e s t  on pas t  due 
medica l  c l a im s .

The f i r s t  page o f  the f i s c a l  note  covers  the a d d i t i o n  o f  new e l i g i b l e  
groups and s e r v i c e  c a t e g o r i e s  under the Med ica id  program. The b a s i c  
M ed ic a id  r eques t  for FY 81 minus the 100% f e d e r a l l y - f u n d e d  Ind ian  Hea lth  
Care Improvement Act coverage  ($40,720,600) was used as a base .  To  tha t  
was added 17.1% a d d i t i o n a l  funds for  those  new s e r v i c e  c a t e g o r i e s  th a t  
are not p r e s e n t l y  covered  under the  A laska Med ica id  program. T h i s  
b r ing s  the t o t a l  t o  $47,683,800. The 17.1% f i g u r e  i s  d e r iv ed  from the 
average  percen tage  in the f i v e  o th e r  s t a t e s  f o r  those  c a t e g o r i e s  o f  
s e r v i c e  th a t  are  not  covered  under the A laska Med ica id  program tha t  
would be added by t h i s  b i l l .  T h i s  s ub to ta l  was then m u l t i p l i e d  by 1 .5 ,  
the f a c t o r  by which I b e l i e v e  th e  o v e r a l l  c o s t  o f  the Med ic a id  program 
would i n c r e a s e  ($71,525,700). A laska  has a lower percen t  o f  the t o t a l  
p opu la t i o n  p a r t i c i p a t i n g  in the Med ic a id  program than in o th e r  s t a t e s ,  
p a r t i c u l a r l y  i n  the groups o f  i n d i v i d u a l s  under 21 and i n t a c t  f a m i l i e s .

To d oub le  check these  p e r c e p t i o n s ,  and to a r r i v e  a t  a more p r e c i s e  
budget p r o j e c t i o n ,  the f i s c a l  no te  was deve loped  by budget components.
I t  was p r o j e c t e d  th a t  the M ed ic a id  component? would be a f f e c t e d  in the 
f o l l o w i n g  ways : h o s p i t a l  i n c r e a s e  by 1.33, p h y s i c i a n s  i n c r e a s e  by 1.33,  
o th e r  s e r v i c e s  i n c r e a s e  by 1.33, EPSDT in c r e a s e  by 2 .0 ,  nurs inq  homes 
remain c o n s t a n t ,  and Ind ian  h e a l t h  in c r e a s e  by 2 .0 . The e f f e c t  on the 
GRM budget ,  r e f l e c t e d  by page two o f  the f i s c a l  n o t e ,  would be as f o l l o w s :  
h o s p i t a l  reduced by .33, p h y s i c i a n s  reduced by .33, o th e r  s e r v i c e s  
reduced by .50, and nurs ing  homes and c a t a s t r o p h i c  i l l n e s s  remain ing 
c o n s t a n t .  T h e s e  changes by s p e c i f i c  component produced t.he t o t a l  used 
for  the f i s c a l  note  o f  $71,487,900 f o r  M ed ic a id  in  FY 81.

The h igh amount o f  federa l  funds shown in the f i s c a l  note  i s  the r e s u l t  
o f  a l a r g e  i n c r e a s e  p red i c ted  in  the I n s i a n  h e a l th  component wh ich  i s  
100% federa l  fund ing .  Tin 's i n c r e a s e  would not be a f u n c t i o n  o f  peop le  
r e c e i v i n g  new s e r v i c e s  but tho r e s u l t  o f  a fund ing c h a n g e - - t h e  Alaska 
Area N a t i v e  Hea l th  S e r v i c e  (AANIIS) would be a b l e  to r e c e i v e  more f edera l
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Med ica id  money f o r  s e r v i c e s  th a t  they are a l r e a d y  p r o v id in g  t o  persons 
e l i g i b l e  f or  AANHS, but who are not Med ica id  e l i g i b l e  now s imp ly  because 
A l a s k a ' s  M ed ic a id  program does not  prov ide  coverage  f o r  i n t a c t  f a m i l i e s .

The t h i r d  page o f  the f i s c a l  note covers  the e f f e c t  o f  add ing  a medi­
c a l l y  needy program in  A la sk a .  I t  i s  based on the  p r o j e c t i o n s  done i n  
d e v e l op in g  the f i s c a l  no te  for  the  Senate HESS Committee f o r  SB 320.
For purposes o f  HB 977, the  amount in th a t  f i s c a l  no te  was doubled t o  
r e f l e c t  the f a c t  t h a t  HB 977 would r equ ire  m ed i c a l l y  needy coverage  f o r  
not o n l y  a d u l t  c a s e s  but  a l s o  f o r  f a m i l i e s  and i n d i v i d u a l s  under age 21, 
and would e s t a b l i s h  a h igher  c u t - o f f  p o in t  f or  e l i g i b i l i t y .

The f ou r th  page p ro v id e s  an a n a l y s i s  o f  the c o s t s  o f  p r o v i d in g  i n t e r e s t  
payments on p a s t  due c l e a n  c l a im s  submitted t o  the Department. Wh i le  HB 
977 does not say  s p e c i f i c a l l y  th a t  the p r o v i s i o n  would app ly  o n l y  to  the  
M ed ic a id  and GRM programs, th a t  assumption has been made f o r  purposes  o f  
the f i s c a l  n o te .  The amount p ro je c ted  i s  approx imate ly  o n e - h a l f  percen t  
o f  the  t o t a l  M ed i c a id  and GRM budgets ,  minus the Ind ian  h e a l t h  component 
s i n c e  th a t  i s  mere ly  a t r a n s f e r  o f  federa l  funds and no t  an a c tu a l  
payment f o r  s e r v i c e s  rendered . The f i g u r e  i s  based on the  assumpt ion  
t h a t  the  Department w i l l  be ab l e  t o  c on t inue  to  make improvements in  i t s  
c l a im s  p r o c e s s i n g  system , e v e n t u a l l y  o b v i a t i n g  the need f o r  any i n t e r e s t  
payments to  be made. Of  c o u r s e ,  i f  the c l a im s  p r o c e s s i n g  system would 
r ev e r t  back t o  i t s  p re v iou s  c o n d i t i o n ,  the  amount o f  t h i s  f i s c a l  no te  
would be c o n s i d e r a b l y  g r e a t e r .
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SUMMARY

With the c o s t s  o f  hea l th  care  c on t inu in g  to r i s e ,  t h ird  party  hea l th  

coverage i s  becoming i n c r e a s i n g l y  c r u c i a l  f o r  the p r o t e c t i o n  o f  p e o p l e ' s  

h ea l th  and f i n a n c i a l  s e c u r i t y .  A v a r i e t y  o f  s t a t e  and federa l  hea l th  

programs and p r i v a t e  hea l th  in surance  p o l i c i e s  p rov ide  p iecemeal  th ird  

party  coverage  for  A l a s k a ' s  c i v i l i a n  p opu la t i o n .  I t  i s  e s t imated  tha t  

20 to 25 percent  o f  A l a s k a ' s  n on -N a t i v e ,  n on -m i l i t a r y -d ep end en t  c i v i l i a n  

popu la t i o n  are  w i th ou t  th ird  party  h ea l th  coverage of  any k ind .  The 

comprehens iveness  o f  coverage or l e v e l  o f  coverage  prov ided the covered 

p opu la t i o n  i s  not known; in some ca se s  the coverage  may be inadequate  to 

p ro t e c t  peop le  from f i n a n c i a l  hardsh ip  or i n app rop r i a t e  l e v e l s  o f  medi­

c a l  c a re .  There are a v a r i e t y  o f  approaches the l e g i s l a t u r e  may con ­

s id e r  to improve or extend th ird  party  h e a l th  coverage  in A laska .  These 

op t i on s  i n c lud e :  s t a t e  sub s id i z e d  hea l th  in su ran ce ,  s t a t e  mandated 

employer * ‘b s i d i z e d  h ea l th  in su ran ce ,  s t a t e  r e g u l a t i o n  o f  h ea l th  i n ­

surance c a r r i e r s ,  and expansion o f  the s t a t e ' s  Med ica id  program. Whi le 

p lugg ing these  coverage  gaps would not cure a l l  the i l l s  o f  the h ea l th  

c are  system, i t  would be a s tep .



I .  INTRODUCTION

With the dramatic  in c r e a s e s  in  h ea l th  care  c o s t s  in  the l a s t  decade 

or two, r ou t in e  medica l  c a r e  has become for many an una f f o rdab le  luxury. 

A s e r i o u s  i l l n e s s  or a c c i d e n t  f or  them would be a f i n a n c i a l  c a ta s t r ophy .  

More and more peop le  are  r e l y i n g  on hea l th  insurance  and o ther  k inds  o f

th ird  party  h e a l th  coverage  to f in an c e  the major part  o f  t h e i r  unpre­

d i c t a b l e  h ea l th  expenses .  To an ever growing extent  peop le  are demand­

ing th ird  party  coverage  f o r  r ou t in e  h e a l th  expenses as w e l l .  Th i rd  

party  h e a l th  coverage has become an i n t e g r a l  and c r u c i a l  par t  o f  the 

h e a l th  care  system.

Because p u b l i c  and p r i v a t e  th ird  party  payers  f o o t  the b i l l  for  

tw o - t h i r d s  o f  the n a t i o n ' s  persona l  h ea l th  care  exp end i tu r e s ,  t h e i r  

p o l i c i e s  profound ly  a f f e c t  the nature and terms o f  the h e a l th  c are  

i t s e l f .  For example, many Insurance  p o l i c i e s  w i l l  pay f o r  h o s p i t a l  

c a r e ,  but not nurs ing  c a r e ;  so p a t i e n t s  are h o s p i t a l i z e d  in many cases  

where nurs ing  care  would be s u f f i c i e n t ,  and l e s s  c o s t l y .  S im i l a r l y ,  

many peop le  w i l l  not see  a doctor  u n t i l  h ea l th  c o n d i t i o n s  become a cu t e ,  

because p r e v en t i v e  c a r e  i s  not cu s tomar i l y  covered .  The p o l i c i e s  o f

th ird  party  payers a l s o  a f f e c t  p rov id ers  in terms o f  the r a te s  they

charge ,  the q u a l i t y  o f  c : r e  they p rov id e ,  and the s e r v i c e s  they can 

a f fo rd  to d eve l op .

As th i r d  party  h ea l th  f in a n c in g  becomes paramount to ensure f i n a n ­

c i a l  a c c e s s  to h e a l th  c a r e ,  the gaps in th ird  party  coverage  become more 

g l a r i n g .  The f o l l o w i n g  chap ter s  o f  t h i s  repor t  address  themse lves  to



t h e s e  gaps in  th i r d  par ty  c o v e r a g e .  S e c t i o n s  I I  and I I I  d e s c r i b e  a l l  

the major p u b l i c  programs and p r i v a t e  p lan s  which c u r r e n t l y  prov id e  

t h i r d  par ty  h e a l t h  coverage  in  A la sk a .  S e c t i o n  IV a n a l y z e s  a v a i l a b l e  

d a ta  on the ex ten t  o f  e x i s t i n g  c overage  and i d e n t i f i e s  some o f  the gaps 

both in  terms o f  the covered  p o p u l a t i o n  and s e r v i c e s  c o v e red .  S e c t i o n  V 

o u t l i n e s  a smorgasbord o f  l e g i s l a t i v e  remedies  to p lug some o f  th e se  

g ap s .  The c o n c l u d i n g  chap te r  i n d i c a t e s  o ther  a r e a s  wh ich  may be o f  

concern  to the  l e g i s l a t u r e .



II. A DESCRIPTION OF HEALTH COVERAGE FROM PUBLIC SOURCES

As this report is concerned primarily with comprehensive health 

care, only the public programs which cover a broad range of health 

services and serve a significant portion of the population are described 

here. There are a number of programs which cover only specifio health 

services, such as family planning or treatment of occupational injuries, 

or serve only a narrowly defined segment of the population, such as 

crippled children, which are not described here.

Alaska Area Native Health Service

The Alaska Area Native Health Service (AANHS) is a regional adminis­

trative unit of the Indian Health Service, which is a branch of the U. S. 

Public Health Service. It serves an estimated 65,000 eligible Alaska 

Natives, spouses, and dependents.

Primary care is provided in villages by 216 community health aides, 

each selected by the village council and paid under contract with AANHS. 

These aides are responsible for giving first aid in emergencies, examining 

the ill, reporting their symptoms to the physician, carrying cut the 

treatment recommended, instructing the family in giving nursing care, 

and conducting on-going hea.'th education in the villages. Routine 

primary care 1s also delivered in the villages by itinerant doctors, 

nurses, dentists, and other health professionals.

If the injury or Illness is serious enough to require inpatient 

care or more specialized diagnosis and treatme'.t, the patient is referred 

to the nearest of the seven field hospitals. This secondary level of
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care includes routine hospital admissions for common illnesses or injuries, 

for minor surgical conditions, or for pregnancy. The field hospital 

staff also provides primary care for their immediate corranunity.

Serious or life-threatening illnesses or injuries are referred to 

Alaska Native Medical Center in Anchorage for treatment under the 

itmediate direction of a specialist. Major surgery and complex diagnostic 

procedures are performed at the Medical Center. The Alaska Native 

Medical Center a ^o  provides primary health care for the Anchorage area 

AANHS eligibles and secondary health care for the Anchorage Service 

Unit.

In areas where direct health care by AANHS is not available, or for 

services which AANHS is unable to provide, health care is purchased 

under contract from private physicians, dentists, optometrists, hospitals, 

and pharmacies by AANHS on behalf of Native patients. Highly specialized 

treatments, such as heart surgery or kidney transplants, are referred 

out-of-state. In areas of the state where private health services 

exist, contractual care is an important component of the AANHS delivery 

system.

Despite the comprehensive design, there are gaps in this delivery 

system. Budgeted funds for contractual services are limited, and fre­

quently become depleted long before the next allocation. If it is not 

an emergency condition, the patient must wait, or else pay for the 

treatment himself. If it is an emergency condition, transportation is 

usually arranged to another delivery point.
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U. S. Public Health Service

The Bureau of Medical Services, a division of the U. S. Public 

Health Service akin to Indian Health Services, provides direct compre­

hensive health care for the Coast Guard and merchant seamen, and provides 

occupational health care and safety services for all federal employees. 

Federal health care responsibility for seamen derives from a 1798 act of 

Congress providing for the "relief of sick and disabled seamen".

In Alaska this care is delivered by the Alaska Area Native Health 

Service under contract with the BMS. In addition to an estimated 24,000 

Coast Guard personnel and dependents, and bonafide merchant seamen, many 

fishermen are eligible for Public Health Services. Fishermen and other 

boaters qualify if they are owners or principal operators of a documented 

vessel. A documented vessel is a seaworthy power boat registered with 

the Coast Guard which could be utilized by the Coast Guard in case of a 

national emergency. There are an estimated 3.750 documented vessels in 

Alaska, including fishing boats and pleasure boats. There may be more 

than one principal operator of a boat. Dependents are not covered.

Uniformed Services Health Benefits Program

The military provides comprehensive health care to enlisted personnel 

through military medical facilities and staff. They also provide compre­

hensive health care to retirees and military dependents through the 

Uniformed Services Health Benefits Program (USHRP). USHBP provides 

health services to military dependents in two ways: through military

medical facilities and staff on a space-available basis, and through 

the Civilian Health and Medical Program of the Uniformed Services 

(CHAMPUS) when necessary medical services are not available through



military facilities. CHAMPUS is a supplementary health insurance plan 

purchased from a private carrier. CHAMPUS will reimburse 75 - 80 percent 

of allowable charges for necessary medical care. A S50 deductible is 

also collected on outpatient services. The CHAMPUS carrier in 1975 

estimated that 55,000 dependents and retirees were covered in Alaska.

Medicare

Medicare is a federal health insurance program for people 65 and 

over, and certair disabled people under 65. It is financed by a combina­

tion of employee contributions, employer contributions, monthly premiums 

and federal funds, and is administered by the Social Security Administration.

Part A of Medicare is hospital insurance which is provided at no 

premium charge to those who have worked long enough under social security, 

and provided to others over 65 for a monthly premium of $54. Medicare 

Part A only helps pay for medically necessary covered services up to a 

specified number of inpatient days or home health visits. The Medicare 

patient must pay a deductible and a scheduled percentage of the covered 

costs, as well as the costs of uncovered services and services beyond 

the limits of Medicare coverage. The Part A hospital insurance helps 

pay for inpatient hospital care, inpatient care in a skilled nursing 

facility when it is medically necessary following a hospital stay, and 

certain prescribed services from a home health agency following a hospital 

stay. Medicare does not pay for custodial or long-term care.

Part B of Medicare is medical insurance. Anyone eligible for 

Part A hospital insurance is eligible for Part B medical insurance at a 

monthly premium of $7.70. Medicare medical insurance can help pay for 

doctors' services, outpatient hospital care, outpatient physical therapy



and speech pathology, and many other health services and supplies which 

are not covered by Part A hospital insurance. The medical insurance 

enrol lee must pay the first $60 worth of covered services each year.

After that the medical insurance pays 80 percent of "reasonable charges" 

for covered services and supplies. "Reasonable charges" are computed 

each year by Aetna (the Medicare carrier in Alaska) based on billings 

the previous year. The actual charges by the provider may exceed the 

"reasonable charges" covered by Medicare, and the patient must pay the 

difference, as well as paying the uncovered 20 percent of the "reasonable 

charges". Among the services not covered by Part B medical insurance are: 

routine physical exams, prescription drugs, eye glasses, hearing aids, 

dentures, dental care, and chiropractic services.

Though people over 65 must have accumulated sufficient work under 

the social security system to automatically be eligible for hospital 

insurance, the 1966 law "grandfathered in" all the social security in- 

el igibles at that time. It is estimated that now 99 percent of the non- 

Native population in Alaska over 65 are enrolled in Medicare.

Medicaid

Medicaid is a medical assistance program funded jointly by the 

state and federal governments. In Alaska it is open to public assis­

tance clients and eligibles, and certain other needy people in nursing 

homes, or inpatient psychiatric hospitals. Medicaid clients receive 

care from participating private providers, who then bill the Medicaid 

program. Alaska's Medicaid program covers all the federally mandated 

services: npatlent and outpatient hospital services, physicians services,

x-ray and lab services, skilled nursing home services, home health



services, family planning services, transportation, and early and periodic 

screening, diagnosis and treatment (EPSDT) for eligible people under the 

age of 21. In addition, the state program covers a few optional services: 

inpatient psychiatric care for those over 65 or under 22, intermediate 

nursing home care, eye glasses, treatment for speech, hearing and language 

disorders, and approved outpatient mental health care. The state Medicaid 

program does not cover the following services for which federal match is 

available: prescription drugs, dental care or dentures for those over

21, prosthetic devices for those over 21, physical therapy, chiropractor's 

services, or preventive care for those over 21.

In FY 1976, 22,952 Alaskans, or 5 percent of the civilian popula­

tion, were enrolled in the categorical public assistance programs (Old 

Age Assistance, Aid to the Blind, Aid to the Disabled, Aid to Families 

with Dependent Children, and Supplemental Security Income) and eligible 

for Medicaid.

To be eligible for public assistance, and therefore Medicaid, a 

person must not only meet income criteria, but categorical criteria of 

need, such as over 65, blindness, mental or physical disability, under 

18 and deprived of the care of one or both parents, or a person related 

to and caring for eligible dependent children. Many Alaskans, such as 

low income families with both parents present, meet the income criteria 

for public assistance but do not meet the categorical criteria, and are 

therefore not eligible for Medicaid.

Because Natives receive much of their medical care from the U. S. 

Public Health Service, Native eligibles account for only one-third 

Medicaid expenditures even though nearly two-thirds of the Medicaid



eligibles are Native. This may change with the implementation of the 

Indian Health Care Improvement Act of 1976. This federal law requires 

that medical care provided to Native Medicaid eligibles by the U. S.

Public Health Service be billed to the state Medicaid program, with the 

state receiving 100 percent reimbursement from the federal government 

for Medicaid expenditures in behalf of Natives. This new billing pro­

cedure has not yet been implemented in Alaska.

General Relief Medical

The state-funded General Relief Medical program covers needy people 

and services not covered under Medicaid, as funding permits. People who 

meet the income criteria for Medicaid but do not meet the program cr*teria 

and have no prior health resource (such as Indian Health or health insurance) 

are eligible for all General Relief Medical covered services. Any 

Medicaid eligible is also eligible for those General Relief Medical 

services not covered under Medicaid. The GRM program covers the same 

services as Medicaid (inpatient and outpatient hospital care, physicans 

services, x-ray and laboratory services, nursing home care, home health 

care, mental health care, eyeglasses, treatment for speech, hearing, and 

language disorders, and transportation) plus many more riot covered by 

Medicaid, such as drugs, prvsical therapy, prosthetic devices, hearing 

aids, chiropractors, podiatrists, emergency dental care, wheelchairs and 

other equipment. Nearly all services except hospital and ph.ysican care 

must be Dre-authorized by the state program administration, and most 

services are subject to strict limitations. Medically justified services 

will be refused when funds are not available. The budget is established 

by the legislature.



The General Relief Medical program ensures that all Alaskans under 

the income limits for public assistance have _'ime health care resource. 

For a single adult paying over $35 rent per month, that income limit is 

$334 per month; for a couple it is $490. For a family the formula is 

based on adjusted net income; the first $30 of earned income, one-third 

of every dollar of earned income after that, and reasonable work-related 

expenses are deducted from the net income to maintain an incentive for 

cash assistance recipients to work. Therefore, there is no simple 

dollar figure for General Relief Medical eligibility for a family. While 

the estimated 22,950* Alaskans below the federal poverty level might meet 

the income criteria for General Relief Medical, it should be noted that 

many of these are Alaska Natives or Medicaid eligibles, and so have a 

prior health resource. In FY 77, $3.7 million was expended in the GRM 

program, and $4 million was budgeted for FY 78.

Catastrophic Illness Program

The state Catastrophic Illness Committee administers a program that 

provides financial aid for persons of all income levels who have suffered 

a catastrophic illness--an illness that incurs high medical expenses. 

Total medical bills related to the illness must exceed $1000 in a 12 

month period after all sources of third party payment, such as state and 

federal medical assistance programs, private and military health insur­

ance, and awards in legal actions, have been exhausted. The Committee

* U. S. Department of Commerce, 1976 Survey of Income and Education 

Preliminary Results.
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meets twice a month to determine the eligibility of applicants and the 

amount of medical assistance to be awarded, using a formula based on 

annual income, number of dependents, amount of assets, and the assumption 

that the applicant's share will be paid to the provider on a payment 

schedule covering a period of at least three years.

In its second year of operation, the program has granted aid to 

over 80 persons with the number of applicants steadily increasing as the 

program becomes better known. The largest portion of applicants are 

those in lower income brackets who do not qualify for other forms of 

aid. Whilv. applicants would have to be refused aid if funds were depleted, 

it is anticipated that the $450,000 appropriation for FY 78 will be 

adequate to meet this year's needs.
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III. A DESCRIPTION OF HEALTH COVERAGE FROM PRIVATE SOURCES

Private Health Insurance

Health insurance pays benefits on an indemnity basis. When covered 

health expenses are incurred, the subscriber submits a claim to the 

insurance carrier. Benefits are normally paid to the subscriber. 

Normally, benefits are calculated on the basis of "reasonable charges" 

for each service or a schedule of maximum fees, rather than actual 

charges, and the subscriber must pay the difference if actual charges 

are higher.

Hospital expense coverage is the core of health insurance, because 

hospital care is the largest single medical expense. Hospital costs 

have risen faster in the last ten years than any other item in the 

consumer price index, and they continue to rise. Similarly, surgery has 

become a highly technological and expensive component of medical care, 

and the expansion of surgical expense coverage has followed closely the 

expansion of hospital expense coverage. Regular medical expense coverage 

is the third component of what is known as "Basic Protection", and 

covers physicians' services, and other medical services such as x-rays 

and lab tests. Basic protection policies are designed to cover one or 

more of these key medical services and the bulk of unpredictable medical 

expenses. Basic protection policies typically have limits on the number 

of days, dollars or visits covered, as well as a schedule of maximum 

benefits for services.

Major medical is the other main category of health insurance, and 

is designed to protect the subscriber from very large, unpredictable



-------------------------------------------------------------------------------------------------------------------------------

medical expenses. It covers virtually any kind of health care prescribed 

by a physician. The maximum benefits under major medical is character­

istically high, and the subscriber is typically required to pay a deductible 

and co-insurance as a disincentive for unnecessary utilization of medical 

care. Major medical insurance can either be designed to supplement a 

basic protection policy, or to incorporate basic protection and provide 

comprehensive coverage.

Blue Cross

Blue Cross is not an insurance company, but a hospital/meuical 

service corporation, along with Fairbanks Physicians' Service and Delta 

Dental. As well as being non-profit, a hospital/medical service corporation 

differs from an insurance company in that it contracts with health care 

providers to deliver services to subscribers. The providers bill the 

corporation directly for the services provided, according to a fee 

schedule established in the contract. The subscribers pay a flat monthly 

premium for the coverage.

Blue Cross is specifically a hospital service corporation and 

maintains contracts with all the general hospitals in the state (not 

military or PHS hospitals). Fairbanks Physicians' Service is a medical 

service corporation and contracts with local physicians for services.

Delta Dental is a dental service corporation and contracts with local 

dentists.

Blue Cross, however, covers more than just hospital expenses. Blue 

Cross provides major medical coverage, and subscribers are required to 

pay deductibles and co-payments, just like an insurance policy. Covered
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expenditures delivered by providers not under contract with the service 

corporation are handled like insurance claims, on an indemnity basis. 

Benefits are based on "reasonable charges" and the subscribers must pay 

the difference if actual charges exceed "reasonable charoes".

Pre-paid hospital/medical service plans are typically less expensive 

than health insurance through private carriers for several reasons: 1) 

they are non profit corporations, and any money in excess of their 

benefit payments and operating expenses usually goes toward equipment 

purchases for participating providers; 2) through their contracts with 

providers they are able to exert some cost and quality control pressure 

on providers, however, me effectiveness of this is mitigated by the 

extensive use of cost-plus contracts; and 3) though they do advertise, 

they do not deal through insurance agents and do not pay commissions.

The end result is that an estimated 90 percent of subscriber premiums to 

an established hospital medical service plan are paid out in benefits, 

while only 50 to 80 percent of subscriber premiums to a private insurance 

carrier are paid out in benefits.*

Health Maintenance Organizations

Health maintenance organizations (HMOs) provide a full ranee of 

health care services to enrol lees either directly through plan-cwned 

facilities arid plan-employed providers, or by contract with private 

facilities *r.u providers. Enrollees pay a flat monthly rate for compre-

* Sour;e: Don Koch, Alaska Department of Commerce and Economic Development,
Div.sion of Insurance.



hensive health care, with no deductibles or co-payments. HMOs have 

proven to be the most cost effective form of comprehensive health care 

services, because they are the only form of health care delivery which 

has built-in cost controls and an orientation toward preventive health 

care. HMOs have demonstrated significantly lower hospital utilization 

rates than any other kind of health care plan. Hospitalization continues 

to be the largest and fastest growing component of health care expenses 

nationwide.

The federal government has taken a great deal of irarest in HMOs. 

There is a federal loan program for planning and establishing qualified 

HMOs, there is a federal law requiring large employers in HMO service 

areas to offer HMO coverage as an alternative to health insurance benefits, 

and DHEW is currently organizing a conference of labor and industry 

leaders to promote the HMO concept.

Alaska has one HMO in the planning stage, the Greater Anchorage 

Health Plan.

Teamsters

In most union health plans, employer contributions for health 

benefits a^r paid into a trust fund, and the trustees of the fund pur­

chase group insurance for eligible union members. The Alaska Teamster- 

Employer Welfare Trust is unlike other union health trusts in that it is 

a self-insurer. In other words, the Teamster trustees do not purchase 

health coverage from a private health insurance carrier; they are their 

own carrier, and pay health Insurance benefits to qualifying Teamsters 

directly from their own trust fund. In addition to a health insurance 

plan, the Alaska Teamster-Employer Welfare Trust offer, an alternate

»
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HMO-type plan called the Alaska Health Plan. The Alaska Health Plan is 

not officially an HMO under federal law because it does not offer open 

enrollment and does not provide the full range of services required of a 

qualified HMO. However, its operation is similar to an HMO. The Alaska 

Health Plan contracts with the Alaska Clinic and the Alaska Hospital and 

Medical Center to provide preventive, curative, and rehabilitative 

health services to plan members. The relationship between the Teamsters 

and the Alaska Hospital is more than just contractual, however, as 

Teamsters financed the hospital and serve on the board. The Teamster 

Alaska Dental Plan is also on an HMO model, but it differs from the 

health plan in that the Alaska Dental Clinic is directly owned and the 

dentists are directly employed by the Teamsters.

There are an estimated 28,000 Teamsters Local 959 members in 

Alaska, though they are not all eligible for health benefits. Eligi­

bility is determined by the number of hours worked, and with the high 

post-pipeline unemployment, some Teamsters have exhausted their health 

benefi ts.
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IV. AN ANALYSIS OF THE EXTENT OF HEALTH CARE COVERAGE AND GAPS IN 

COVERAGE

The Covered Population

Nationally, 178 million people - more than 8 out of 10 persons in 

the civilian non-institutional population - had some form of private 

health insurance in 1975, according to the Health Insurance Institute. 

The same survey reported 250 thousand people in Alaska, (two thirds of 

the civilian population) had private coverage.

The major public programs, U.S. Public Health Service, Medicaid and 

Medicare, provide health coverage to an estimated 20% of Alaska's civil­

ian population. It is not known to what extent public coverage dupli­

cates private coverage state-wide. However, random sample surveys were 

conducted in 1974-75 in both Anchorage and Kodiak Island Borough with 

questions regarding health coverage. The Anchorage survey reported that 

79.9% of the sample had third party health coverage of some sort, and 

20.1% had none. In Kodiak Island Borough 92.6% of the respondents 

reported third party health coverage, while only 7.4% reported none.

This high percentage of health coverage, in Kodiak Island is largely due 

to the high proportions of Indian Health Service eligibles (over 40%) 

and military personnel and dependents (over 25%). Those 7.4% without 

coverage constituted over 20% of the non-Native non-military or military 

dependent population.

The 20.1% of the Anchorage sample without health coverage consti­

tuted over 25% of the non-Native non-military or military dependent 

population in Anchorage.



If we can assume that a similar percentage (20-25%) of the non- 

Native non-military population state-wide currently are without third 

party health coverage from any source, 56 to 71 thousand Alaskans to­

tally lack third party health coverage.

The biggest hole in this coverage patchwork is moderate and low 

income people who are self-employed or marginally employed, or non-union 

employees of an employer who doesn't provide health benefits. These 

people are above the income eligibility standards for Medicaid or Gen­

eral Relief Medical, yet their cash income is not adequate to afford 

either the expense of private health insurance, nor the expense of many 

medical services on a fee-for-service basis. This group includes farm­

ers, shop owners, small contractors, temporary and part-time employees, 

casual laborers, subsistence providers and the unemployed. It also 

includes a large number of non-union workers, particularly those working 

for small employers, such as child care workers, waitresses, clerks, 

clerical workers, delivery truck drivers, gas station attendants and 

construction workers in home building. And of course the dependents of 

these bread-winners normally lack coverage as well.

In Alaska there are many seasonally employed people as well who 

have health coverage only part of the year while they are employed, such 

as loggers and cannery workers. Most construction workers (outside of 

home building) are unionized and have "hour banks" for health benefits 

such that if they work enough hours ever the summers their accrued 

health benefits will last through to the next season. However, when 

there Is not enough work to go around, many people are not able to 

accumulate enough health coverage to last the winter.
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Health plans vary widely in the services covered and the levels of 

coverage provided. The foregoing analysis distinguished between people 

who have any sort of third party health coverage, and tnose who have no 

coverage at all. We have not yet considered whether those with some 

coverage have coverage that is adequate to protect them from financial 

hardship. Some policies, for instance, are specialized and cover only 

hospital expenses, or only surgical expenses. Many policies do not 

cover particular services such as prescription drugs, office visits, or 

nursing care outside of a hospital.

In the Anchorage survey, while 20% of the respondents lacked hos­

pital coverage, 24% of the respondents lacked surgical coverage, 46% 

lacked coverage for visits to the doctor's office, 60% lacked dental 

coverage, and 70% lacked mental health coverage.

Many policies have limits on coverage that are exhausted by severe 

illnesses, or require co-payments which can add up to substantial sums. 

Many policies limit their payments to "reasonable charges" as defined by 

the insurance company, regardless of the actual charges, and the con­

sumer must pay the difference.

It is not difficult for a consumer even with some health insurance 

tc inrur heavy financial losses due to health care expenditures. The 

following statistics suggest that insurance companies in fact are no_t 

paying the bulk of health care expenses.

While the private health insurance industry claims to serve over 

80% of the nation's civilian non-institutionalized population, in 1976 

they paid only 26% of personal health care expenditures nationally.

Services Covered
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Government programs paid another 40%, and consumers paid 32% directly. 

The remaining 1% of personal health care expenditures was paid by phil 

anthropic organizations.^

1 "National Health Expenditures, fiscal year 1976", Social Security 

Bulletin, April 1977, page 8.
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V. POSSIBLE LEGISLATIVE ACTION TO EXTEND COVERAGE

There are several measures which have been conceived to fill some 

of the gaps in health care coverage. Maine, Connecticut, Rhode Island, 

Minnesota, and Alaska have all enacted some form of state assistance for 

catastrophic illnesses. Connecticut and Minnesota have also made some 

cautious steps toward more comprehensive coverage with legislation that 

regulates health insurance carriers, mandating minimum benefit stand­

ards, controlling premium rates, and mandating pooled coverage for high 

risk subscribers. Hawaii has taken the boldest step toward expanding 

health coverage by mandating that all employers subsidize health cov­

erage Tor their employees. These states are pioneers. Their state 

health insurance programs are new, and are being watched with interest 

by other states.

No state has instituted a universal or a state subsidized compre­

hensive health insurance program. While universal coverage is the goal 

for proponents of government sponsored health coverage, no one has been 

able to develop an acceptable scheme of financing universal coverage, 

either at the state or national level. If universal coverage is not yet 

a viable option for states, we are left with a patchwork approach to 

health coverage, covering only the holes we can reach. The following is 

an inventory of some of the "patches" available to state legislatures, 

in order of decreasing cost to the state.
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Uniform ana universal coverage for all residents is the fairest and 

most expensive approach to state sponsored health insurance. If group 

coverage comparable to the plan for state employees was nurchased by the 

state for all state residents without federal health coverage, it would 

cost about 87 million dollars. Such broad coverage is certainly un­

necessary because it duplicates and discourages coverage from other 

sources. It could also cause a substantial migration of people seeking 

free health coverage into Alaska. No state has tried such a plan.

Coverage for the Uncovered

State sponsored health insurance for all residents without coverage 

from other sources would avoid the problem of duplicating coverage, but 

it would still discourage private coverage and cause in-migration.

Groups and individuals would drop their private coverage because they 

know the state would pick them up. In the long run, the program would 

approach universal coverage. Using estimates of the currently uncovered 

population, the cost for such state purchased coverage could be anywhere 

from $27 million to $40 million dollars in 1977. No state has tried 

such a plan.

Coverage for Non-Wage Earners and the Marginally Employed

State sponsored health insurance for defined groups of people who 

have no practical access to private health care coverage is the most 

limited approach to state sponsored health insurance. Under this ap-

Universal Coverage
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Universal Coverage
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proach state subsidies could be targeted for those who need them most. 

The main target groups to be considered would be the unemployed, part 

time, employed, and the low income self-employed--people without access 

to group coverage, or the financial resources to pay for private insur­

ance. This plan avoids some of the problems of the broader coverage as 

discussed above, because it is not likely that significant numbers of 

people would leave their jobs to get state subsidized health insurance, 

nor is it likely the unemployed people from out-of-state could afford to 

move to Alaska just to get coverage. This approach would dovetail well 

with mandatory employer coverage as discussed later.

The cost to the state of subsidizing health care premiums for these 

groups would be substantial, but it could be contained in at least two 

dimensions: the eligible population could be limited by definition, and 

the state's rate of subsidy could be set at any desired level. To 

discourage in-migration, the state subsidy could vary according to . 

length of residency, with first year residents getting little or no 

subsidy, and long term residents getting a more substantial subsidy. Or 

the state subsidies could vary according to the income of the subscriber 

with a higher subsidy for low income people and a lower subsidy for 

higher income people.

A sliding scale of premium subsidization would provide a continuum 

of access to health care insurance up anc down the income scale, avoid­

ing the injustices of an arbitrary threshold. However, it would also 

require an extensive investigation into each subscriber's income to 

determine which rate they are eligible for, much like the eligibility 

determination for welfare. Eligibility would constitute the larges^ 

administrative task under this plan.
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The total premium costs for group coverage for the unemployed, 

self-employed and tne non-labor force population without coverage from 

public sources would be an estimated $25 million. If the state opted 

for less than 100% subsidization, some members of the target groups 

would not enroll. The resulting savings to the state would not be as 

large as one might expect, however, because with any voluntary plan in 

which subscribers bear some costs, the premiums would be higher than 

with a universal plan. This is due to the fact that subscribers would 

be self selecting toward higher use of medical care. In other words, 

people who do not expect to use much medical care would be less likely 

to purchase the insurance, while people who expect high medical expenses 

would be very likely to purchase the insurance. Also, ma( low income 

people wh have immediate needs ,’nd expenses are less likely to purchase 

insurance, because the benefits of medical insurance are deferred and 

uncertain. Low enrollment on the whole would save the state money, but 

it would also contradict the purpose of state subsidized health insur­

ance, namely to make health care available to more people. No state has 

ever instituted a direct health insuran:e subsidy program.

Income Tax Credit

A state income tax credit for health insurance would be an indirect 

way for the state to subsidize health insurance, and avoids many of the 

administrative problems associated with direct subsidy programs. The 

Alaska tax forms would provide a line for the taxpayer to enter ;he 

appropriate credit against their Alaska stace taxes. The credit would 

be equally available to all state residents filing income tax returns,
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including employers. Yet at the same time, if it were a fixed dollar 

amount, it would be a relatively greater benefit to low income people 

than to higher income people. If a fixed dollar tax credit were of­

fered, the state would probably want to require evidence that the health 

insurance purchased meets minimum state standards. This would ensure 

that state dollars would subsidize only health coverage of acceptable 

quality, and no one could collect the credit for just token coverage 

costing less than the credited amount.

If the credit were jomputed as a percentage of the premium cost, 

with an upper limit p/ovided, no minimum benefit level would need to be 

established, because the state would be contributing only a token amount 

to token coverage, and a more substantial amount to more substantial 

coverage.

This alternative would not reach low income people who do not file 

tax returns, nor those who cannot afford even a percentage of the pre­

miums for health insurance. It would be extremely difficult to estimate 

how many people would respond to such an incentive program. A higher 

credit could predictably get more response. The current state employee 

health plan has an annual premium well over $800. If an $800 tax credit 

were offerej currently covered taxpayers, the initial costs would he an 

estimated $68 million, and would rise as more people responded to the 

incentive. If a $250 credit were offered, the initial cost to the state 

would be around $21 million.

 ------r    ■ ■ -• ’ . a ■-•-w -i mmm
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Medicaid Medically Needy Program

"Medically needy" is an optional Medicaid program with federal 

matching dollars. Currently Medicaid provides medical care to anyone 

eligible for public assistance grants under categorical programs: Aid to 

families with Dependent Children, Old Age Assistance, Aid to the Blind, 

and Aid to the Disabled. These public assistance programs have program 

criteria (blindness, age, disability, dependent children) as well as 

income criteria for eligibility. There are many Alaskans who meet these 

categorical criteria, but have incomes a few dollars above the income 

threshold for public assistance eligibility. These Alaskans are able to 

meet their daily living expenses out of their own incomes, but medical 

expenses put a severe strain on their budgets, and often deplete their 

resources to the point that they must again resort to public assistance 

grants and Medicaid.

Under the medically needy option, people who meet program criteria 

but have incomes within a limited range above the income threshold for 

public assistance grant?, are c 1 so eligible for Medicaid. Twenty nine 

states, two territories, and the District of Columbia currently parti­

cipate in the medically needy option. Medically needy includes a "spend 

down" provision. This r?ans that people categorically eligible but 

financially ineligible can become eligible for medical assistance if 

their income above the medically needy threshold is spent on medical 

bills. The difference between the person's income and the medically 

needy threshold is essentially an income-re la ted deductible which must 

be met to be eligible for Medicaid. The medically needy program and the 

spend down provision soften the line between people eligible for both



public assistance grants and Medicaid, and those ineligible for either 

due to a few dollars more income. It also serves as an emer; ncy medi­

cal resource for low income people with categorical eligibility who 

cannot afford adequate health insurance.

Originally, the Alaska Medicaid program was limited t.o the feder­

ally mandated target groups and benefits. The primary reason for this 

was that 65$ of Medicaid eligibles have another medical resource--the 

Alaska Native Health Service— which is 100$ federally funded. Medicaid 

is funded jointly by the state and federal governments. The state has 

kept its 100% state funded General Relief-Medical program which can pay 

for medically necessary services not provided by Medicaid, or ANHS, 

subject to state administrative controls.

Since the Indian Healthcare Improvement Ai.t of 1976, the federal 

government must reimburse the State for Medicaid expenditures on behalf 

of Natives. This act has not yet been implemented in Alaska, but when 

it is inip 1 ernented, it will significantly reduce the fiscal liability of 

the State for Medicaid. A program expansion such as Medically needy 

would then become much more feasible. Some of the medical assistance 

now provided under the state's General Relief-Medical program could be 

paid for jointly by the state and federal governments under the Medicaid 

medically needy program. HTW Region X estimated that, based on Wash­

ington State experience, a medically needy program would expand the 

current Medicaid budget by 10-13%.

Unlike other Medicaid eligibles, for "spend downers" (those who 

must spend their excess income on medical bills to become eligible for 

Medicaid under the medically needy option) there is a dual liability for
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medical bills - the person is responsible for medical bills until the 

deductible is met, then Medicaid takes over. This dual liability causes 

administrative problems. It is difficult to determine exactly when the 

deductible has been met and when eligibility conmenced, whicn bills the 

patient is liable for, and which Medicaid is liable for. The only 

states that have developed an efficient system of administering the 

spend down program are out of compliance with federal regulations.

Mandatory Employer ^overage

Of the various approaches open to the Legislature for extending 

health care coverage, the program with the least impact on the state 

budget for the greatest increase in coverage would be mandating employer 

sponsored coverage available to all employees. Such legislation would 

stipulate minimum benefit standards for employee group plans and would 

set minimum rates for employer contributions to the premium costs. To 

make such a program more palatable the legislation could also provide 

that the state subsidize premiums when necessary in small, marginal 

businesses.

Hawaii for example requires that employers pay at least 50™ of the 

premium. Employers with fewer than eight employees whose share of the 

premiums would exceed 15£ of their payroll, are entitled to state 

subsidies 1n the amount that the excess over 1.5& of the payroll exceeds 

5% of the employers income from the business. Though several employers 

applied for state subsidies under the Hawaii legislation, none were 

found to be eligible according to these criteria.
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Mandating employer coverage however has potential side effects. 

Mandatory group health plans would be similar to raising the minimum 

wage - it would be more expensive for employers to employ people, so 

fewer people would be hired. Though the resulting unemployment would 

probably not be significant among skilled and experienced workers, 

teenage workers would certainly be hit hardest. On the positive side, 

mandating employer coverage would be most beneficial to women and mi­

norities who often w,rk in the non-union low paid jobs without fringe 

benefits such as health insurance.

High Risk Reinsurance Pools

Many people are unable to purchase full health insurance coverage 

because existing health conditions (a weak heart, chronic illness, etc.) 

make them a bad insurance risk. To fill this gap in health insurance 

availability, two states, Minnesota and Connecticut, have established 

mandatory carrier reinsurance pools. All health insurance carriers in 

each state are mandated to offer a health insurance package to high risk 

subscribers at a reasonable premium. Such coverage is reinsured by the 

carriers association, in which membership is mandatory, so that the risk 

is pooled among all carriers in the state.

Because premiums are limited to affordable levels, the high risk 

coverage does not necessarily pay for itself. Any deficit must either 

be absorbed by the insurance carriers, or by the state. Connecticut and 

Minnesota both have established such reinsurance pools with virtually no 

administrative or premium expenses for the state.
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Legislation establishing minimum standards for health benefits is a 

form of consumer protection. It is designed to insure that purchasers 

of state approved plans have the recommended range of coverage to pro­

tect them from financial hardship due to large medica1 expenses. The 

legislation can either mandate that all plans sold in the state meet 

minimum standards, or that all carriers offer a state qualified plan. 

Another variation is mandating that all employment related group health 

plans meet minimum benefit standard..

Such standard setting legislation would be an extension of existing 

state regulatory powers. The impact of such regulation on the state's 

major carriers would probably be minimal, but some small carriers may 

decide to drop their health insurance business rather than comply with 

such regulations. The more stringent regulation, setting minimum bene­

fit standards for all health insurance plans, may also make it more 

difficult for low income people to afford health insurance, because low 

priced, low benefit insurance would be prohibited.

The Ninth Legislature considered minimum benefit legislation in 

tneir second session. House Bill 792 would have required that health 

insurance policies written 1n the state cover less costly alternatives 

tci hospitalization, such as nursing care and home health care.

Minimum Benefits Standards
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VI. CONCLUSION

The possible legislative approaches outlined in this report are 

only partial. They are not solutions to the problems of the health care 

system in this country. The health care system has many other major 

problems not addressed in this report, such as: cost control, quality 

control, appropriate levels of care, ur. jcessary treatment, and access 

to providers. The remedies discussed in this report don't even resolve 

the issue that they address: that of financial access to health care.

It is not likely that all these problems of the health care system can

be resolved on a state by state level.

However, states can take significant steps in each of these areas, 

and in doing so contribute to the body of knowledge and experience on

which a national solution may t_ built. The intent of this report is to

provide the legislature with the information they need to consider 

whether or not state intervention to improve third party coverage in 

Alaska is desirable, and what, if any, the next step will be.

There are three general philosophies of state intervention in 

service delivery. One assumes that the private sector is capable of 

meeting the demand for services, and that the state need only subsidize 

the purchase of services to ensure the satisfactory delivery of services 

to the desired target group. The second assumes that additional state 

intervention is necessary, in the form of regulation to ensure quality 

or accountability, or centralized planning to ensure coordination of 

service delivery, or technical or financial assistance to aid the pri­

vate provider, to ensure that the private sector will deliver services
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to the desired target group to the satisfaction of the state. The third 

philosophy assumes that it is to the state's and the public's advantage, 

for whatever reason, to deliver the desired services directly.

The first four remedies discussed in this report, three levels of 

state sponsored coverage and the income tax credit, would subsidize 

consumers to purchase health coverage from private providers. They 

reflect the first philosophy, that the private sector is capable of 

satisfactorily meeting the expanded demand. Tne last four approaches, 

Medicaid medically needy, mandatory employer coverage, high risk pools, 

and benefits regulation, embody the second philosophy, that intervention 

on a policy level is required. The Catastrophic Illness Program, 

already enacted by the state, reflects the third philosophy of direct 

state service delivery. The state is directly providing a form of 

catastrophic health insurance to all state residents.

Any of these alternatives that significantly expand health care 

coverage would increase the demand for health care, and as a result, 

health care costs would tend to rise. It would therefore be prudent to 

accompany any legislation substantially expanding coverage with legis­

lation instituting cost controls on the health care industry. Though 

cost control legislation is not within the scope of the analysis pre­

sented here, it also deserves consideration.

The alternatives discussed in this report are not exclusive or ex­

haustive. Many of the ideas can be re-combined with each ui :r or with 

other ideas not explored in this report. State intervention in third 

party coverage is a subjecic for pioneering.



T h e  c a r r i e r s  w h i c h  m i g h t  f i n d  c o m p l i a n c e  w i t h  H B  9 7 7  m o s t  

d i f f i c u l t  p e r h a p s  a r e  t h o s e  w h o  w r i t e  o n l y  a c c i d e n t  o r  i l l n e s s  

i n d e m n i t y  p o l i c i e s  w i t h  f i x e d  r e i m b u r s e m e n t  r a t e s  (f o r  e x a m p l e ,  

$ 5 0  p e r  d a y  f o r  e v e r y  d a y  i n  t h e  h o s p i t a l ) . T h e s e  c o m p a n i e s  

a r e  n o t  s e t  u p  t o  h a n d l e  c l a i m s  b a s e d  o n  e x p e n s e s  i n c u r r e d  a s  

r e q u i r e d  o f  a q u a l i f i e d  p l a n  u n d e r  H B  977. T h e  l a r g e s t  c a r ­

r i e r  of. t h i s  t y p e  i n  A l a s k a  h a s  a p r e m i u m  v o l u m e  o f  $ 7 2 3 , 0 0 0 .

I t  i s  n o t  k n o w n  h o w  m a n y  o t h e r  c a r r i e r s  o f  t h i s  t y p e  t h e r e  a r e ,  

n o r  w h a t  t h e i r  p r e m i u m  v o l u m e  m i g h t  ,be. W h i l e  it i s  p e r h a p s  

u n d e s i r a b l e  t o  a d v e r s e l y  a f f e c t  a n y  A l a s k a  b u s i n e s s  w i t h  t h i s  

l e g i s l a t i o n ,  i t  i s  n o t a b l e  t h a t  t h o s e  f o r  w h o m  c o m p l i a n c e  w i t h  

H B  9 7 7  w o u l d  b e  m o s t  d i f f i c u l t  a r e  p r e c i s e l y  t h o s e  c a r r i e r s  

w h o  s p e c i a l i z e  i n  l i m i t e d  t y p e s  o f  a c c i d e n t  a n d  h e a l t h  c o v e r a g e  

w h i c h  a f f o r d  t h e  l e a s t  f i n a n c i a l  a n d  m e d i c a l  p r o t e c t i o n  t o  

c o n s u m e r s .

C



P R O F I L E  O F  A L A S K A  C A R R I E R S  1 9 7 8

O f  t h e  m o r s  t h a n

3 0 0  c a r r i e r s  l i c e n s e d  t o  w r i t e  a c c i d e n t  a n d  h e a l t h  i n s u r a n c e  

i n  A l a s k a ,  o n l y

2 0 4  c a r r i e r s  r e p o r t e d  a r y  g r o u p  o r  i n d i v i d u a l  a c c i d e n t  a n d  

h e a l t h  p o l i c y  p r e m i  on v o l u m e ;

i  **\

2 1  c a r r i e r s  r e p o r t e d  o v e r  $ 5 0 0 , 0 0 0  i n  a c c i d e n t  a n d  h e a l t h  

i n d i v i d a u l  a n d  g r o u p  p r e m i u m s ;  ',r

36 c a r r i e r s  r e p o r t e d  $ 5 0 , 0 0 0  t o ‘$ 4 9 9 ,  0 0 0  i n  a c c i d e n t  a n d  

h e a l t h  i n d i v i d u a l  a n d  g r o u p  p r e m i u m s ;

68 c a r r i e r s  r e p o r t e d  5 0 0 0  t o  4 9 , 0 0 0  i n  a c c i d e n t  a n d  h e a l t h  

i n d i v i d u a l  a n d  g r o u p  p r e m i u m s ;  a n d

79 c a r r i e r s  r e p o r t e d  l e s s  t h a n  $ 5 , 0 0 0  i n  a c c i d e n t  a n d  h e a l t h  

i n d i v i d u a l  a n d  g r oup, p r e m i u m s .

H o s p i t a l  m e d i c a l  s e r v i c e s  c o r p o r a t i o n s  r e p o r t e d  t h e  f o l l o w i n g  

p r e m i u m  v o l u m e s :

B l u e  C r o s s  o f  W a s h i n g t o n  a n d  A l a s k a  

D e l t a l  D e n t a l  P l a n  o f  A l a s k a  

P h y s i c i a n s  S e r v i c e s  o f  F a i r b a n k s  

N a t i o n a l  H o s p i t a l  A s s o c i a t i o n

$ 3 1 , 2 6 0 , 0 0 0

7 4 1 . 0 0 0

2 1 4 . 0 0 0  

3 2 , 0 0 0

d a t a  f r o m  t h e  1979 I n s u r a n c e  R e p o r t  b y  t h e  D e p a r t m e n t  o f  

C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t
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T A N Y  S. H O N G
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BANK E X A M l N ’ ft 

C O M M I S S I O N E R  0 * AECURITICCI

n s u r a n c e  c o m m i s s i o n e r  

D O N A L D  D. H. C F I N G

O f R U T Y  D IR E C TO R

A p r i l  14, 19 8 C

R e p r e s e n t a t i v e  T h e l m a  B u c h h o l d t  
S t a t e  R e p r e s e n t a t i v e  
D i s t r i c t  9 (Spe n a r d )
C h a i r ,  H o u s e  H E S S  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  

P o u c h  V, S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a

D e a r  R e p r e s e n t a t i v e  B u c h h o l d t :

J t ' s  b e e n  o n e  f u l l  w e e k  s i n c e  I h a v e  r e t u r n e d  to m y  d e s k  
a f t e r  m y  v i s i t  t o  J u n e a u  a n d  t h e  " L o w e r  48". O u r  L e g i s l a t u r e  
is in t h e  m i d s t  o f  w i n d i n g  u p  f o r  a p o s s i b l e  a d j o u r n m e n t  t h i s  

F r i d a y .  T h e r e f o r e ,  I h a v e  b e e n  r u n n i n g  f r o m  o n e  c o n f e r e n c e  
c o m m i t t e e  m e e t i n g  to a n o t h e r ,  e s p e c i a l l y  s i n c e  m y  D i r e c t o r  is 
in D e n v e r ,  C o l o r a d o ,  o n  o f f i c i a l  b u s i n e s s .

I w a n t  to t h a n k  y o u  a n d  a l l  o f  y o u r  a s s o c i a t e s  f o r  m a k i n g  

m y  v i s i t  to J u n e a u  v e r y  e n j o y a b l e  a n d  i n t e r e s t i n g .  I h a v e  
a l r e a d y  d i s c u s s e d  w i t h  M r s .  C h i n g  p l a n s  to t r a v e l  u p  t h e  
i n l a n d  s e a  o n  a c r u i s e ,  if n o t  t h i s  s u m m e r ,  p o s s i b l y  n e x t .  I 
d o  n o t  k n o w  w h e t h e r  t h e  c r u i s e  w i l l  g o  a s  f a r  n o r t h  a s  J u n e a u ,  

b u t  I w o u l d  l i k e  to s h o w  y o u r  c a p i t a l  to her.

I h o p e  m y  v i s i t  w a s  o f  s o m e  h e l p  to y o u  a n d  y o u r  p r o p o s e d  

l e g i s l a t i o n  I c o m m e n d  y o u  f o r  y o u r  e f f o r t s  in t r y i n g  •’o m a k e  
A l a s k a  a b e t t e r  c o m m u n i t y  f o r  A m e r i c a n s  to l i v e  in. M y  o e s t  
w i s h e s  to y o u  a n d  y o u r  a s s o c i a t e s  in t h e  s u c c e s s f u l  c o n c l u s i o n  

o f  y o v  : e f f o r t s  in r e g a r d s  to t h e  P r e p a i d  H e a l t h  C a r e  I n s u r a n c e .  
P l e a s e  c a l l  o n  m e  if I c a n  b e  o f  a n y  f u r t h e r  a s s i s t a n c e  to you.

M y  b e s t  r e g a r d s  to a l l  o f  y o u r  s t a f f  a n d  a s s o c i a t e s .

A l o h a ,
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Commissioner of Banks 
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Commissioner of Securities 
(612) 296-6848

Executive Secretary 
(612) 296-2283

A p r i l  9, 1980
DEPARTMENT OF COMMERCE

500 Metro Square Building 
St. Paul, Minnesota 55 iu l

Th e  H o n o r a b l e  T h e l m a  B u c h h o l d t  

S t a t e  R e p r e s e n t a t i v e

C o m m i t t e e  on Health, E d u c a t i o n  and Social S e r v ic e s  

S t a t e  of A l a s k a  

S t a t e  Capitol 

June a u ,  A l a s k a  99801

D e a r  R e p r e s e n t a t i v e  Buchholdt:

T h a n k  y o u  fo r  th e  h o s p i t a l i t y  you and y o u r  staff e x t e n d e d  to m e  d u r i n g  my 

recent v isit to y o u r  b e a u t i f u l  state. It was a won d e r f ul  e x p e r i e n c e  for me, 

one that I shall n e v e r  forget.

I m  e n c l o s i n g  a c o p y  of t he  s t a t e m e n t  I p r e s e n t e d  to the P e n n s y l v a n i a  House 

. n s u r an c e  C o m m i t t e e  last year. T h e  p r e s e n t a t i o n  summa r i z e s  o u r  e x p e r i e n c e  

and m y  t ho u g h t s  on mand. tory i n s u r a n c e  c o v e r a g e  fo r  tre a t me n t  of dru g  and 
alcohol abuse,

I shall be h a p p y  to respond to any q u e s t i o n s  or to send you a d d it i o n a l  i n f o r­

ma t i o n  on o u r  i n s u r a n c e  s t a t u t e s  o r  on th e  M i n n e s o t a  C o m p r e h e n s i v e  Health 
A s s o c i a t i o n .

S i n c e r e l y ,

L ife and H e a l t h  S e c t i o n  

I n s u r a n c e  D i v i s i o  i

m w

e n c l o s u r e

0 509

A N  E Q U A L  O P P O R T U N IT Y  E M P L O Y E R
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Mother’s Healer
T  o m e  f o r m  o f  national 

health insurance seems in- 
evitable. It has been an 

almost sacred tenet of American 
liberalism since the Mew Deal. 
The Great American Center has 
shifted its hemorrhoidal bottom 
in this direction, and even or­
ganized medicine has begun to 
calculate the finger-lickin' 
goodies involved in i S60 hil- 
lion-plus federal ’\rct am.

Insurance is, of course, the 
American way of dealing with 
•ife’s terror. No institution bet­
ter describes a population trying 
to save its ass. It is a vestige of 
the medieval myth that moats 
and castle walls could keep out 
the plague. Insurance buildings 
are designed to convey immor­
ta lity ; steel and gran ite , 
sheathed in glass, they are 
meant to look like the execu­
tives who minister to them— 
vigorous, phallic, Apollonian. 
If God should break his con­
tract with Noah, those build­
ings will endure the flood to pa; 
the claims of a well-covered, if 
dead, constituency.

So it is inevitable that as we 
grow more anxious we will de­
velop a form of universal health 
insurance, propped up by the 
federal government and its cor­
porate underpinnings. About 
the only people left who a^e 
opposed to it arc a few herbal­
ists and thu! peculiar gaggle of 
paranoids on the Left and the 
R’̂ nt, who cannot believe that 
anything compassionate or ra­
tional can emerge from the 
heart of this nation.

I have great respect for para­
noia. So let me count myself 
among the crazies this time and 
suggest that, like the massive 
public housing projects that 
were another vision of Amer­
ican libetxlism, rational health 
insurance »s currently con­
ceived will someday be sub­
jected to euthanasia.

Health insurance is really not 
health insurance at all, but sick­
ness insurance. The major 
premise behind it is that we are 
all terrified by cancer and heart 
disease, which can be treated by 
such techniques as transplants, 
by-pass procedures and radio­
therapy. These arc enormously 
expensive technologies that the 
government will be expected to

TOUR HEALTH 
AT TOO HIGH 
A PREMIUM
b y  H u g h  D r u m m o n d ,  M . D .

underwrite.
Overlooked arc the pervasive 

diseases of the young and poor, 
such as lead poisoning, which 
affects a quarter of the kids in 
low-incomc neighborhoods, 
and malnutrition, which ofTccts 
even more. Insurance doesn’t 
touch these problems because 
their control has to do with 
social and environmental con­
ditions. You can’t fight hunger 
with pocketa-pockcta machines 
in medical centers.

'n fact, when you get right 
down to it, you can’t stop can­
cer and heart disease that way 
either. They are just as much 
social and environmental dis­
eases as they arc medical ones.

Since 1900, the ratio of cancer 
deaths to all deaths has in­
creased five times; the same is 
true for heart disease. Together 
they will kill more than half of 
us. It is calculated by the Amer­
ican Heart Association and the

Department of Health, Educa­
tion and Welfare (HEW) that in 
a life of 65 years, wc lose 1,300 
days for being 25 per cent over­
weight, 1,800 days for living in 
a city and 3,300 clays for smok­
ing a pack a day. Yet we have 
virtually no information on the 
relative impact of bad housing, 
polluted air and water, Muzak 
and Twinkies. If wc did, we 
would know we were losing the 
battle.

To really stop cancer we 
would need to control a '1 
industrial pollutants, such as 
asbestos, vinyl chloride and 
sulphur dioxide. The huge 
numbers of synthetic additives 
pcjrcd into our bodies every 
day would have to be elimi­
nated. If wc wanted to control 
heart disease wc might have to 
do something about unemploy­
ment, which has been docu­
mented to increase nor-epinc- 
phrinc and cholesterol excretion

to murderous levels. We might 
also have to eat less, drink less, 
smoke less and drive less. If a 
serious cfTort were made in this 
country to prevent cancer, 
strokes and heart disease, the 
economy would collapse—a 
fact not lost on the pilots of the 
empire, many of them now 
supporting some form of na­
tional health insurance.

There have been arazingly 
few studies on the actual "out­
come” of medical care in this 
country, but when they have 
been done the results tre in­
variably depressing. A Johns 
Hopkrns University doctor 
found that only 27 per cent cj 
emergency -oom patients at 
Baltimore City Hospital re­
ceived effective medical care. 
When the doctor's superiors in­
sisted that the results would be 
radically different at a more 
"prestigious’* hospital, namely 
Johns Hopkins, the doctor 
checked out the patients there 
who had gastrointestinal symp­
toms. He found that only 28 
percent of these Johns Hopkins 
patients received quality treat­
ment. In other words, more in- 
surancc~will help more people'
get lousy care.

With Medicaid and Medi­
care, the forerunners of national 
health insurance, the more we 
spent the less we got. In the first 
year of the programs, doctors’ 
fees rose two and a half times as 
fast as the cost of living. In the 
last two years from September 
1974 to September 1976, physi­
cians’ fees rose 23.3 per cent, 
while the Consumer Price Index 
increased by only 13.7 per cent. 
According to a report released 
in February by the Health Re­
search Group, Medicare and 
Medicaid pay out more than S6 
billion yearly in doctors’ 
charges. Hospital costs have 
climbed even faster—a four- 
and-a-half-fold increase since 
the programs started. Where 
did all the extra money go?

Not to new services; there 
were hardly any of those. A lot 
of doctors got richer. 1 here was 
expensive and ’’interesting’’ 
medical technology to utilize, 
such as the hyperbaric chamber 
at Mount Sinai, which is oper­
ated on an average of only once 
or twice a day. Tire money
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it on buying and running it
uld finance 20,000 outpatient 

isits a year, or a huge lead 
poisoning program in East Har­
lem. But that’s not as much fun. 
Unfortunately, there is no as- 
sutance that similarly wasteful 
health care programs will not 
be funded by massive national 
health insurance.

Upper-level hospital person­
nel increased their salaries as the 
federal programs took hold. 
Hundreds of thousands of dol­
lars were spent in efTorts to 
prevent hospital employees 
rrom organizing unions. Much 
of the extra money went ror out­
rageously expensive drugs and 
supplies. As long as the govern­
ment was willing to underwrite 
the cost, the hospitals and doc­
tors didn’t care. Most of them 
welcomed th>. bucks the federal 
bonanza brought, no longer 
convinced that their salaries 
would decrease under the “so­
cialized medicine" of Medicare 
and Medicaid.

And for the people the pro­
grams were supposed to serve? 
More people had access to bad 
health care. But one-third of 
Americans living below the pov­
erty level remained untouched 
by Medicare and Medicaid. 
There was still no medical care 
for the poor. Enter national 
health insurance.

With national insurance, the 
SMO billion-a-year health in­
dustry could really rake it in, 
There would be the kind of 
guaranteed security the defense 
industry enjoyed during the

height of the Cold War. Just 
think—no more people skip­
ping out on their bills. The 
whole country as paying cus­
tomers, and for each person, 
another prescription filled out, 
another piece of hardware 
needed, another disposable 
whatnot disposed of.

Under national health insur­
ance, the poor still will not have

quality medical attention. The- 
health care system is not radi­
cally changed under the pro­
gram, only subsidized fully. 
There will be no improved 
doc. ir-patient relationships, no 
health clinics that are commu­
nity controlled. National health 
insurance does not mean better 
hospitals, with stafTs responsive 
to the special problems of poor 
people. No fundamental change 
for the rich either. As usual, 
they w.'l buy their way to 
priority.

Wc can also look forward to 
the government entering it to 
some sort of alliance with pri­
vate insurance companies, as it 
has with Medicare and Midi- 
caid. Blue Cross is the leading 
contender for the job of admin­
istering a national health insur­
ance system. That's the same 
Blue Cross that has allowed

runaway hospital fees to multi­
ply in the last ten years, while 
the average length of hospital 
stay has decreased. You might 
be interested in knowing that 
Blue Cross is controlled by the 
hospitals themselves. The hos­
pitals created it during the De­
pression to ensure that their 
bills were paid, and you can be 
.sure that with national insur­

ance, hospital bills—no matter 
how ridiculously high—will be 
found “reasonable" by Blue 
Cross.

My real anxiety about na­
tional health insurance isn't 
only economic; it is philosoph­
ical. Thzre is something wrong 
with a social policy that *. , 
irrevocably consigns to a single 
profession something so subtle 
and profound as human health. 
For all the wonders of Western 
medical science, it has no under­
standing of and little interest in 
the meaning of health. It is 
possible that when you set out 
to “conquer disease,” no less 
th»n when you set out to “con­
quer space," you can’t win. 
Western medicine tries to 
throttle its patients into well­
being. It relies on the military 
model of technology, the inven­
tion of hammers and the subse­

quent search for heads to bang 
with them. It has only given us 
a new ecology of disease with 
the smell of progr ess.

1 am not suggesting that we 
dismantle all the cobalt units, 
computer assisted tomographs 
and heart-lung machines. But 
national health insurance will 
retard a more pluralistic ap­
proach to health, which might 
include self-help programs, 
herbal rem .‘dies and even faith 
healing. Is it antiscientific to 
permit the existen* eo f activities 
that may have centuries of tra­
ditional practice and pure em­
piricism behind them? They 
may be conceptualized in less 
mechanistic terms than we have
been trained to believe truthful. # t However, dying empires have
always insisted that their vision 
of the truth is eternal when their 
artifacts barely survive.

Do 1 have the courage of my 
awn convictions ? Of course not. 
K' I awake tonight wilii a right 
lower quadrant pain, shall 1 nut 
call one of my surgical con­
freres rather than a Navajo 
healer? would 1 deny that pref­
erence to anyone else? No. But 
neither would 1 deny the prefer­
ence of someone for a Navajo 
healer. Yet with national health 
insuranceT like all the other. 
medical programs, Navaio heal? 
ers w ill not be licensed to accept 
government money. National 
health insurance grants access 
to one kind of health care^and 
if a bill is passed, the “right" to 
medical care cstablishetLwilLbc 
a rignt fo"5ad medicine.

Think of China fora moment. 
It has brought health to 800 
million people, who were as 
mutilated, starved, infected and 
demoralized as any who have 
ever lived. And in that nation, 
where pragmatism is almost re- 

! ligious, where waste is murder,
! they brought health to the pco-
I pie with as much respect for the
j ancient and the tradit'onal as
I for the modern and innovative.

Needless to say, there were 
other changes.

| IJ you have a>iv medical or psy­
chiatric questions you'd like Dr, 
Hugh Druioniona to address in 
this column, please ur/re M oth­
er's Healer, c o Mother Jones, 
607 Market Street, San Fran-

“ With national health insurance, the 
$i40-billion-a-year health industry 

could really rake it in— as the defense 
industry did during the Cold War.”
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TO: RE?. T E R R Y  G A R D I N E R

F R O M : J A M E S  L O V E

R E : H E A L T H  C A R E

D ATE: F E B .  20, 1 9 8 0

A  n u m b e r  o f  l e g i s l a t o r s  h a v e  e x p r e s s e d  an i n t e r e s t  in h e a l t h  c a r e  

l e g i s l a t i o n ,  b u t  t h e r e  is c u r r e n t l y  n o  program, s l a t e d  f o r  c o n s i d e r a t i o n  t h i s  

y ear. W h a t  s t a r t e d  o u t  a s  a p r i o r i t y  for 1 9 3 0  h a s  b e e n  p u s h e d  b a c k  a y e ar ,  

in t h e  m i n d s  o f  s e v e r a l  l e g i s l a t o r s .

W h i l e  a  y e a r ' s  d e l a y  is c o m f o r t i n g  fo r  m a n y  r e as o n s ,  t h e r e  ar e  

e q u a l l y  c o m p e l l i n g  r e a s o n s  for a c t i o n  this y e a r .  F i r s t ,  t h e  l e g i s l a t u r e  

c a n  a c c o m p l i s h  a n u m b e r  o f  i m p o r t a n t  o b j e c t i v e s  th i s  y e a r  w h i c h  w i l l  s i g n i f i c a n t l y  

e x p a n d  h e a l t h  c a r e  s e r v i c e s  to m a n y  l o w - i n c o m e  a n d  u n e m p l o y e d  A b a s k a n s ,  w i t h o u t  

a t t e m p t i n g  to d e s i g n  a c o m p r e h e n s i v e  s t a t e  i n s u r a n c e  p l a n.  T h e  p r e l i m i n a r y  

r e s e a r c h  o n  t h e s e  p r o p o s a l s  is in h a n d  now. S p e c i f i c  p r o p o s a l s  c o u l u  b e  

r e a d y  for i n t r o d u c t i o n  w i t h i n  t w o  w e e k s ,  a n d  f l o o r  a c t i o n  c o u l d  b e  s c h e d u l e d  

w i t h i n  f ou r  to s i x  w e e k s .

T h i s  is a n  e l e c t i o n  year, a n d  p o l i t i c a l  c o n s e q u e n c e s  a r e  i m p o r t a n t .

P u t  a l t h o u g h  s o m e  m a y  s e e  h e a l t h  c a r e  as a r i s k y  p r o p o s i t i o n ,  i t  ha s  a l w a y s  

r e c i e v e d  g o o d  m a r k s  f r o m  th e  p u b l i c  in o p i n i o n  s u r v e y s .  A  s t a t e  w i t n  a l a r g e  

s u r p l u s  c o u l d  d o  w o r s a  t h a n  s p e n d  s o m e  of it o n  the h e a l t h  o f  it' s  c i t i z e n s .

S e n a t e  p a s s a g e  o any  g o o d  l e g i s l a t i o n  is a l w a y s  p r o b l e m a t i c a l ,  

b u t  w e  m a y  h a v e  a f ^ w  d r a w i n g  cards. F o r  e x a m p l e ,  t h e  H o u s e  a n d  S e n a t e  a r e  

d e a d l o c k e d  o n  the S t a t e  M e d i c a l  Board, o v e r  the p r o v i s i o n  w h i c h  r e q u i r e s  d o c t o r s  

to t r e a t  M e d i c a i d  p a t i e n t s .  T h e  i m p a c t  o f  t h i s  is t w o f o l d .  T h e  d o c t o r s  a r e  

p u t  i n  th e  p o s i t i o n  o f  a r g u i n g  th a t  h e a l t h  c a r e  for the p o o r  is a g o v e r n m e n t ,  

r a u h e r  t h a n  a p r i v a t e  s e c t or ,  r e s p o n s i b i l i t y .  T h e  d o c t o r s  a r e  a l s o  g o i n g  to 

p u t  p r e s s u r e  o n  the S e n a t e  for c o n t i n u a t i o n  o f  t h e  M e d i c a l  B o a r d .  T h e  

H o u s e  c a n  t r a d e  the M e d i c a i d  p r o v i s i o n  for m o v e m e n t  o n  o t h e r  h e a l t h  c a r e  

b i l l s .

M o r e o v e r ,  H a c k n e y  is p u s h i n g  a h e a l t h  b i l l  - s o m e t h i n g  c a l l e d  

"m» ’i c - a l e r t "  - w h i c h  w i l l  p r o v i d e  for i n - h o m e  c a r e  f o r  the e l d e r l y .  (this 

a c c o r d i n g  to n e w s  r e p o r t s ) . I t  m a y  p r o v i d e  a v e h i c l e  for t a c k i n g  o n  the 

H o u s e  h e a l t h  p a c k a g e ,  w h i c h  w i l l  i n c l u d e  the e l d e r l y  care, p l u s  e x p a n d e d -  

c a r e  for m a n y  o t h e r  A l a s k a n s .  T h i s  w o u l d  g e t  u s  to a v o t e  o n  the S e n a t e  

floor, in an e l e c t i o n  year, w h e r e  C o l l e t t a ,  B r a d l e y ,  H a c k n e y ,  S u m n e r

a n d  o t h e r s  a r e r u n n i n g  fox r e - e l e c t i o n .
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S e v e r a l  p e o p l e  ar e r e a d y  f o r  a c t i o n  t h i s  y e a r .  T h e l m a  is a n x i o u s  

to w o r k  o n  h e a l t h  c a r e  b i l l s ,  w i l l i n g  to i n t r o d u c e  a p a c k a g e  t h r o u g h  h e r  

c o m m i t t e e ,  a n d  w i l l i r g  to l e n d  s i g n i f i c a n t  s t a f f  t i m e  to t h e  effo r t .

M c K i n n o n  is p e r s o n a l l y  i n t e r e s t e d ,  a n d  he c h a i r s  t h e  F i n a n c e  S u b c o m m i t t e e  

o n  h e a l t h .  P a r k e r  is i n t e r e s t e d  a n d  I i m a g i n e  a n u m b e r  o f  o t h e r  k e y  H o u s e  

m e m b e r s  w o u l d  w e i g h  in. T h e l m a  a n d  Joe, w i t h  s o m e  h e l p  f r o m  P a r k e r ,  c o u l d  

p r o v i d e  t h e  lead. I n  s o m e  w a y s  b o t h  h a v e  h e l d  b a c; ,  w a i t i n g  for y o u  to m a k e  

y o u r  m ove.

A k P I R G  w i l l  m a k e  h e a l t h  c a r e  a m a j o r  p r i o r i t y  t h i s  y e a r  i f  the 

p i e c e s  ca n b e  p u l l e d  t o g e t h e r .  W e  h a v e  o n e  p e r s o n  a l r e a d y  w o r k i n g  f u l l - t i m e  

o n  th e  p r o b l e m s  ft<ced b y  M e d i c a i d  p a t i e n t s ,  a n d  she c o u l d  s p e n d  t i m e  l i n i n g  

u p  s u p p o r t  for a h e a l t h  p a c k a g e .

T h e  k e y  c o n s i d e r a t i o n ,  in m y  t h i n k i n g ,  c o n c e r n s  o u r  a b i l i t y  to 

g e t  s o l i d  b a c k - u p  r e s e a r c h  for a l e g i s l a t i v e  p a c k a g e  - o n  a t i g h t  tim e 

table. T h e l m a  w i l l  a s k  J a n  to w o r k  o n  this, a n d  F a r k e r  w i l l  a s k  J i m  

E r i c k s o n ,  b u t  n e i t h e r  i n d i v i d u a l  h a s  p r i o r  e x p e r i e n c e  in th e  h e a l t h  c a r e  

field. D u n c a n  Read, w h o  a l r e a d y  h a s  r e q u e s t s  f r o m  P a r k e r  a n d  o t h e r s ,  has 

a s s i g n e d  K r e i n h e d e r  to l o o k  a t  s e v e r a l  of t h e  p r o p o s a l s  t h a t  s h o u l d  go 

th i s  y ear, s u c h  as the H a w a i i  m a n d a t o r y  e m p l o y e r  c o v e r a g e .  H o w e v e r ,  

w h i l e  n u n c a n ' s  s t a f f  is c e r t a i n l y  c o m p e t e n t ,  t h e y  a r e  a l s o  s o r e l y  o v e r e x t e n d e d ,  

a n d  w i l 1 n o t  b e  a b l e  to p r o v i d e  the d a y  b y  day, o l o w  b y  b l ow ,  b a c k - u p  

n e e d e d  to p r e p a r e  a b i l l  for p a s s a g e  w i t h i n  the s h o r t  t i m e  f r a m e  n e e d e d  for 

a c t i o n  t h i s  year.

A c c o r d i n g  to Duncan, t h i s  c o u l d  b e  r e m e d i e d  s o m e w h a t  if h e  r e c i e v e d  

r e q u e s t s  f r o m  s e v e r a l  l e g i s l a t o r s  to w o r k  o n  h e a l t h  c a r e  p r o b l e m s .  W i t h  

e n o u g h  i n t e r e s t ,  h e  c o u l d  a p p r o a c h  hi s  g o v e r n i n g  c o u n c i l  a n d  a s k  t h a t  o n e  s t a f f  

b e  a s s i g n e d  ful l  t i m e  to the h e a l t h  c a r e  area. O f  c o u r s e  thi s  w o u l d  r e q u i r e  

t h a t  the o t h e r  r e s e a r c h  t o p i c s  b e  a s s i g n e d  a l o w e r  p r i o r i t y ,  a n d  t his by 

i t s e l f  m a y  i.ot b e  d e s i r e d .

T h e  o n e  p e r s o n  w h o  k n o w s  m o r e  a b o u t  thi s  a r e a  t h a n  a n y o n e  iisi- is

S h a r m a n .  H e r  tw o  m e m o r a n d u m s  to T h e l m a  in 1977 a n d  1 9 7 8  a r e  s t i l l  che b a s i c

r e s e a r c h  o n  t h e  issue. S h e  is w o r k i n g  as a w a i t r e s s  f o r  t h e  f e d e r a l  c a f e t e r i a .  

S h e  is i n t e r e s t e d  in c o n s u l t i n g  o n  h e a l t h  ca'-e l e g i s l a t i o n .  I i m a g i n e  t h a t  

s h e  w o u l d  n e e d  a b o u t  two m o n t h s  w o r k  to j u s t i f y  q u i t t i n g  h e r  p r e s e n t  job.

S h e  w o u l d  b e  a v a i l a b l e  w i t h i n  f iv e  w o r k i n g  days.

J o h n  C r a n d a l l  t e l l s  m e  t h a t  the H o u s e  w i l l  take up a s u p p l e m e n t a l  

t h i s  w e e k  o r  n e x t  w h i c h  c o u l d  p r o v i d e  f u n d i n g  for a d d i t i o n a l  c o m m i t t e e  s t a f f

o r  c o n s u l t a n t s .  T h e l m a ,  I a m  told, w o u l d  p r e f e r  to h a v e  a c o n t r a c t  w i t h  the

A l a s k a  C e n t e r  for P o l i c y  S t u d i e s ,  o r  A k P I R G ,  than to e x p a n d  h e r  c o m m i t t e e  staff. 

T h i s  w o i i d  a l s o  s o l v e  the t i m i n g  p r o b l e m  a bit, b i c a u s e  e i t h e r  the Cent e r ,  

o r  A k P I R G  c o u l d  s t a r t  w o r k  i m m e d i a t e l y  o n  a s s u r a n c e s  f r o m  y o u  o r  t h e l m a  that 

f u n d i n g  w o u l d  b e  f o r u h c o m m i n g .
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T h e  A l a s k a  C e n t e r  for P o l i c y  S t u d i e s ,  as I m a y  h a v e  t o l d  you, is 

a n o n - p r o f i t  c o r p o r a t i o n  w h i c h  u n d e r t a k e s  p u b l i c  p o l i c y  studie s .  It c u r r e n t l y  

h a s  t w o  c o n t r a c t s  w i t h  t h e  l e g i s l a t u r e ,  i n c l u d i n g  c o n t r a c t s  w i t h  Rogers'

S u s i t n a  A l t e r n a t i v e s  C o m m i t t e e  a n d  M c K i n n o n ' s  L e a s i n g  P o l i c y  C o m m i t t e e .

The b o a r d  o f  the C e n t e r  i n c l u d e s  J o e  J a e s p h s o n ,  C h a i r m a n ,  V i c  F i s c h e r ,  

V i c e - C h a i r m a n ,  a n d  H u g h  F l e i s c h e r ,  S e c / T r e a s .  O t h e r  b o a r d  m e m b e r s  i n c l u d e  

M a t t  B e r m a n ,  P a t  Dob e y ,  a n d  P e t e r  G r u e n s t e i n .

A s s u m i n g  that we c a n  a g r e e  to p r o c e e d ,  w e  c o u l d  b e g i n  w o r k  

o n  t h e  f o l l o w i n g  p r o p o s a l s :

1. M a n d a t o r y  E m p l o y e r  C o v e r a g e . H a w a i i  n o w  r e q u i r e s  e v e r y  e m p l o y e r  

to p r o v i d e  h e a l t h  i n s u r a n c e .  T h i s  w o u l d  e x p a n d  c o v e r a g e  t o  m a n y  n o n - u n i o n  

w o r k e r s ,  p a r t i c u l a r l y  t h o s e  in l o w - p a y i n g  s e r v i c e  i n d u s t r i e s ,  w h o  n o w  l ack 

c o v e r a g e .  L a r g e  e m p l o y e r s ,  o r  t h o s e  w h o  h a v e  b e e n  o r g a n i z e d  by unio n s ,  s h o u l d  

n o t  b e  a s o u r c e  o f  o p p o s i t i o n  to this bill. H a w a i i  p r o v i d e s  a s p e c i a l  p r o g r a m  

f o r  s m a l l  e m p l o y e r s  w h i c h  s u b s i d i z e s  the c o s t  o f  i n s u r a n c e  if i t  e x c e e d s  c e r t a i n  

c r i t e r i a .

2. M i n i m u m  B e n e f i t  S t a n d a r d s . T h e  S t a t e  w o u l d  be g i v e n  the 

a u t h o r i t y  to r e g u l a t e  the l evel o f  s e r v i c e  c o v e r e d  by h e a l t h  i n s u r a n c e  

p o l i c i e s .  S e v e r a l  s t a t e s  a l r e a d y  d o  this, a n d  in a d d i t i o n ,  the N a t i o n a l  

A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s  (NAIC) ha s  d e v e l o p e d  m o d e l  s t a t e  

h e a l t h  i n s u r a n c e  l e g i s l a t i o n  f or  s e t t i n g  m i n i m u m  h e a l t h  b e n e f i t  s t a n d a r d s .

3. M e d i c a i d  M e d i c a l l y  N e e d y  P r o g r a m . T h i s  is a n  o p t i o n a l  m e d i c a i d  

p r o g r a m  w h i c h  e x t e n d s  m e d i c a i d  a s s i s t a n c e  to n e e d y  p e o p l e  w h o  a r e  a b i t

o v e r  c u r r e n t  i n c o m e  g u i d l i n e s .  T w e n t y - n i n e  states, t w o  t e r r i t o r i e s ,  a n d  the 

D i s t r i c t  o f  C o l u m b i a  p a r t i c i p a  e in t his p r o g r a m .  A l a s k a  d o e s  not.

A . A m e n d  M e d i c a i d  S t a t u t e s . P r o v i d e  O i e g o n  o p t i o n  to u s e  m e d i c a i d  

f u n d s to p u r c h a  e h e a l t h  in s u r a n c e ;  p r o v i d e  for f u n d i n g  of i n t e r e s t  p a y m e n t  

p e n a l t i e s  w h e n  the s t a t e  is d e l i n q u e n t  o n  its bi l l s;  a n d  a d d  a d d i t i o n a l  

s e r v i c e s  to the m e d i c a i d  p r o g r a m ,  s u c h  as d e n t a l  care.

5. R e i n s u r a n c e  P o o l s . S e v e r a l  s t a t e s  h a v e  d e v e l o p e d  m a n d a t o r y  

r e i n s u r a n c e  p o o l s  to e n s u r e  h e a l t h  c a r e  c o v e r a g e  a v a i l a b l i t y  to h i g h  r i s k  

p e r s o n s  s b  r e a s o n a b l e  ra t e s . T h e r e  w i l l  be l i t t l e  c o s t  t:o the s t a t e  to 

i m p l e m e n t  this.

6. Expand S t a t e  D i r e c t  S e r v i c e  P r o g r a m s. A d d i t i o n a l  f u n d i n g  c o u l d  

b e  m a d e  a v a i l a b l e  to h e a l t h  c l i n i c s  t h r o u g h o u t  A l a s k a  to p r o v i d e‘ca r e  to 

A l a s k a n s  o n  a s l i d i n g  fee basis, a c c o r d i n g  to income. T h e  f e d e r a l  g o v e r n m e n t  

a l r e a d y  s u b s i d i z e s  p h y s i c i a n s  in a r e a s  like J u n e a u  an d  P a l m e r ,  w h e r e  tho 

a v a i l a b i l i t y  o f  s e r v i c e s  is a p r o b l e m .  T h i s  w o u l d  a l s o  b.» <\ b i g  h e l p  to 

c o m m u n i t i e s  that h a v e  d o c t o r s , if t h e r e  was a p r o b l e m  o f  acce s s,  s u c h

a s  a r e f u s a l  b y  d o c t o r s  to a c c e p t  m e d i c a i d  c o u p o ns .
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W h i l e  t h e s e  p r o g r a m s  d o  n o t  c l o s e  all gaps, o r  a d d r e s s  a l l  h e a l t h  

c a r e  issues, s u c h  as c o s t  c o n t a i n m e n t ,  they, w i l l  e x t e n d  s e r v i c e s  to m a n y  

A l a s k a n s ,  a t  a r e a s o n a b l e  cost. N o t h i n g  is p a r t i c u l a r l y  no v e l , a n d  e x o e r i a n c e  

f r o m  o t h e r  s t a t e s  is a v a i l a b l e .  It c a n  be p u l l e d  t o g e t h e r  as a H o u s e  h e a l t h  

p a c k a g e  w i t h i n  the t im e  f r a m e  d e t a i l e d  below.

Feb. 22 d e c i s i o n  tc p r o c e e d

29 d e t a i l e d  d r a f t i n g  r e q u e s t  to L A  l e g a l

M a r c h  7 b i l l s  r e a d y  for i n t r o d u c t i o n

17 h e a r i n g s  b e g i n  i n  H E S S

31 l e g i s l a t i o n  r e a d y  fo r  f l o o r  a c t i o n

W i t h  a c o m b i n a t i o n  o f  focus, c o o r d i n a t i o n ,  a n d  c o n c e n t r a t i o n ,  

w e  can p u t  t o g e t h e r  a n  e x c e l l e n t  p a c k a g e  this se s sion. It w o u l d  aff'jct 

p e o p l e ' s  l i v e s  d i r e c t l y  a n d  i m m e d i a t e l y .
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Research Analyst

Carter's National Health Insurance Proposal

The Carter Administration has not developed a comprehensive health 

insurance proposal. An advisory committee was recently established to 

evaluate the alternative approaches to national health insurance, and 

they are currently taking testimony in several cities across the country.

During the campaign, Carter promised national health insurance with 

the following provisions:

1. universal and mandatory coverage, implemented in stages based

on priorities of need and financial feasibility;

2. comprehensive and uniform benefits with emphasis on preventive

medicine;

3. financing by payroll taxes and general tax revenues;

4. cost and quality controls, uniform standards ar.d set rates;

5. maximum personal interrelationship between patient and physician 

consumer choice of provider, and basic concern for the dignity 

of the person, unrelated to wealth or income;

6. incentives for improved delivery of servicto, for increased 

productivity, for redistribution of health personnel, and
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resources for the development of alternative delivery systems;

7. consumer representation in development and administration.

Carter estimated the cost of implementing this program at $10 

billion of new federal expenditures. It is not clear what his reasoning 

was to arrive at such a low figure, since he has not proposed a plan 

that can be costed out. One comprehensive mandatory plan that has been 

cost estimated is the Health Security Act, and the estimate of new 

federal expenditures for that pi a is $80 billion.

There were 23 different national health insurance proposals before 

Congress last year, but none are moving now.

State Approaches

Two national organizations have developed model state health insurance 

legislation. The Conference of Insurance Legislators proposes a compre­

hensive health care program with universal voluntary coverage, regulated 

by the state, but administered by private carriers and financed by con­

sumers. The National Association of Insurance Commissioners proposes a 

catastrophic health care program financed by the state. He have requested 

copies of these two models.

There are five states that have passed and implemented state health 

insurance. In Rhode Island, Maine, and Minnesota, the state provides 

financial assistance for catastrophic health expenses. In Hawaii, 

Connecticut and Minnesota, again, the state regulates private comprehen­

sive health coverage to insure quality and availability and to control 

costs. No state directly subsidizes comprehensive health insurance for 

its residents, because it appears to be prohibitively expensive.
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Hawaii_: Every emplf/e» in Hawaii is required to offer a qualified

health care plan to his/her employees and to pay at least half the 

premium. Qualified plans must meet state minimum standards. Small 

employers with fewer than eight employees whose share of the premiums 

would exceed 1.5% of their payroll, when that excess is greater than 5% 

of the employer's incc.ne from the business are entitled to a state 

subsidy for the remainder of the premium. This statute took effect in 

1975, and though several employers applied for state assistance, none 

were found to be eligible.

Connecticut: The Connecticut comprehensive health care plans

statute insures tne universal availability of comprehensive health care 

insurance contracts meeting state minimum standards, at standardized 

premiums. The Health Reinsurance Association is created with mandatory 

membership of all carriers in the state to pool risk for the mandated 

coverage. The premium rates vary by sex and age, and for group rcntracts 

by geographical area, as well. Sample quarterly premium rates are in 

Table I.

Table I - Sample Quarterly Premium Rates for Connecticut Comprehensive 
Health Care Plans

Individual/
/Group*

30-year old 
Female

60-year old 
Male

Deductible
$200

$114.57/
/$103.H

$243.15/

/S218.82

$500
$ 85.92/

/$ 77.34
$182.37/

/$!64.13

$710
$ 74.46/

/$ 67.02
$158.04/

/$!42.23

* Rate for Hartford, Mew Haven and Fairfield region.



Minnesota: The Minnesota statute requires all health insurance

carriers to offer health coverage which meets minimum state standards, 

and requires employee health benefits to meet minimum standards. It 

also establishes a state comprehensive health plan available to any 

resident who is rejected, restricted, or limited in their health coverage 

from the private sector. This state plan is offered by all carriers and 

reinsured by an association of carriers, in which membership is mandatory, 

to pool the profits and losses of high risk coverage.

This comprehensive health insurance statute in Minnesota took 

effect in January of this year. There are now 12 law suits pending 

challenging the law. Interstate employers complain that when Minnesota 

law requires a high standard of health benefits for employees, the 

employer must offer the same high benefits to its employees in other 

states. Thus, the law has impact beyond the borders of the state and 

may be unconstitutional.

Minnesota also has a Catastrophic Health Expense Protection Act 

under which the state pays 90 percent of a resident's health care expenses 

after the resident's out-of-pocket expenses exceed (a) 40 percent of 

his/her household income ,'t der $15,000, 50 percent of his/her household 

income between $15,000 and $£",000, plus 50 percent of his/her household 

income in excess of $25,000; or (b) $2,500; whichever is greater. This 

statute does not take effect until July 1 this year, so its fiscal 

impact is not known. On the basis of very crude estimates, it was 

budgeted for $18 million over the two year budget period, plus $50,000 

for administration.

Rhode Island: Rhode Island's catastrophic health insurance statute

has been in effect for three years. For the 85 percent of Rhode Island's 

residents who have private health coverage which meets minimum standards,

-4-
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the state will pay costs of health care beyond the limits or coverage of 

the private insurance and above $500 or 10 percent of the resident's 

income. For the other 15 percent who do not have private insurance, the 

state will pay costs over $5,000 or 50 percent of the resident's income. 

The program is not well known yet. Of the 300 to 400 applications to 

the state for payment of health bills received each year, only half are 

found to be eligible. The annual state expenditure for the coverage 

is running $1,500,000 per year.

A health resources development fund is established not only to pay 

catastrophic costs but to make grants, loans, or contracts for the 

improvement of health facilities, services or education.

The statute also authorizes state regulation regarding consumer 

protection, quality of health coverage, universal availability, and 

rates.

Maine: The Maine catastrophic illness statute provides that the

state will pay all remaining eligible health care expenses when the 

resident's out-of-pocket expenses reach 20 percent of the resident's net 

incomt, plus $1,000. For residents whose net worth exceeds $20,000 and 

such net worth includes cashable assets, 10 percent of such cashable 

assets are added to the out-of-pocket expenses threshold.

Considerations for Alaska

Although Alaska has a Catastrophic Illness Committee, it has not 

oeen given clear guidelines nor adequate funding.



The state approaches which have been tested elsewhere which you may 

want to consider for Alaska include:

1. state minimum standards for comprehensive health plans offered 

by private carriers;

2o mandatory availability of such plans to all state residents 

regardless of age or physical condition;

3. mandatory membership of all health insurance carriers in a 

reinsurance association to pool risk;

i

4. regulation of premium rates and provider reimbursements;

5. comprehensive health benefits mandated for all employees, with 

at least 50 percent of the premiums paid by employers;

All of the ?hrye provisions combined would still leave some people 

without comprehensive coverage. Self-employed, part-time or non-working 

people with adequate inco.nev would have a choice whether cr not to 

purchase coverage, and some would choose not to. Self-employeo, part- 

time, unemployed and non-working people with low .ncomes, however, could 

not afford to purchase private health insurance. People in this cate­

gory might include farmers, homesteaders, miners, independent truckers, 

fishermen, small family business people, widows, retired people not 

eligible for Medicare, lots of low paid part-time workers (mostly women) 

and, or course, all their dependents. In addition, there are large 

numbers of seasonally employed people in Alaska who would only have 

coverage part of the yi'ar, such as loggers, cannery workers, and tourist 

industry employees. Public Health Services, Medicaid, and Medicare 

provide coverage for large sectors of low income Alaskans, plus General 

Relief-Medical and r*-.hcr state programs provide piecemeal health services 

for eligibles, but we are still far from comprehensive coverage for all.
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The only way for the state to insure universal coverage is to subsidize 

it to the tune of millions of dollars.

Before we can proceed to draft a state comprehensive health insurance

plan for Alaska, some policy decisions must be made:

1. Coverage - is enrollment voluntary or mandatory, and for whom 

is the coverage targeted?

2. Benefits - which expenses will be covered?

3. Financing - what portion will the state or employers pay? How

much in premiums, deductibles, or co-payments must the consumer 

pay?

4. Cost and Quality Control - how will rates or standards of care 

be set?

5. Administration - what is the role of private carriers? What 

is the role of the state?

There will be a seminar on state health insurance plans on Friday, 

July 29, in Washington, D. C., sponsored by the Georgetown University 

Health Policy Center. There will be four forums: (1) political planning

for enactment of state health insurance; (2) administrative aspects;

(3) benefit coverage and eligibility; and (4) the cost of state health 

insurance, and looking ahead to national health insurance. Reservations 

or inquiries should be directed to: Jordan Braveman, Director of Policy

Analysis, Georgetown University Health Policy Center, 3520 Prospect 

Street, N.W., Washington, D. C. 20057. He can also be reached by phone 

at (202) 625-3092.

We will be happy to meet with you at your earliest convenience to 

discuss these questions.

SH: jm



G E O R GE  R.  AR I YOSHI  
C O V C R N O R

T AN Y S. MONO 
D IR E C T O R  

B A NK EX A M IN E R

S T A T E  O F  H A W A I I  
O F F IC E  OF' THE  D IRECTOR

D E P A R T M E N T  O F  R E G U L A T O R Y  A G E N C I E S  
1 0 1 0  R I C H A R D S  S T RE E T  

P.  O.  BOX 5 4 1  
H O N O L U L U .  HAWAI I  9 6 6 0 9

I N S U R A N C E  C O M M IS S IO N E R

DO N A L D  D. H.  CHINO
D E P U T Y  D IR E C T O R

M a r c h  24, 1 9 8 0

R e p r e s e n t a t i v e  The.lma B u c h h o l d t  

S t a t e  R e p r e s e n t a t i v e  
D i s t r i c t  9 ( S p e n a r d )

C h a i r ,  H o u s e  H E S S  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  

P o u c h  V, S t a t e  C a p i t o l  

J u n e a u ,  A l a s k a  9 9 8 1 1

Dear R e p r e s e n t a t i v e  B u c h h o l d t :

T h i s  i s  t o  a c k n o w l e d g e  r e c e i p t  o f  y o u r  l e t t e r  o f  M a r c h  18, 

1 9 8 0 ,  i n v i t i n g  m e  t o  t e s t i f y  o n  p r o p o s e d  l e g i s l a t i o n  s i m i l a r  t o  
H a w a i i ' s  " P r e p a i d  H e a l t h  C a r e  A c t . "  B e c a u s e  t h e  s u b j e c t  m a t t e r  
i s  n o t  r e l a t e d  a t  a l l  w i t h  t h e  s t a t e  d e p a r t m e n t  w h i c h  I a n  

p r e s e n t l y  s e r v i n g ,  I o r i g i n a l l y  c o u l d  n o t  j u s t i f y  m y  g o i n g  
t o  J u n e a u  a s  o f f i c i a l  S t a t e  o f  H a w a i i  b u s i n e s s .  H o w e v e r ,  

m y  D i r e c t o r  a n d  t h e  G o v e r n o r  b o t h  f e e l  t h a t  i f  m y  p r e s e n c e  
w o u l d  a s s i s t  A l a s k a  i n  en'.cti ig p r o g r e s s i v e  h e a l t h  c a r e  

l e g i s l a t i o n ,  I w o u l d  b e  g i v e n  l e a v e  t o  g o  t o  J u n e a u  w i t h  

H a w a i i ' s  e x p e r i e n c e  i n  t h i s  f i e l d .

I h a v e  s p o k e n  w i t h  M s .  S o r i c e  o f  > o u r  o f f i c e  a n d  a m  

m a k i n g  p l a n s  to a r r i v e  i n  J u n e a u  o n  S u n d a y . M a r c h  30, 1 9 8 0 ,  

a n d  w i l l  b e  a v a i l a b l e  to t e s t i f y  o n  M a r c h  31 a n d  A p r i l  1,
1 9 8 0 ,  i f  n e c e s s a r y .

I a m  l o o k i n g  f o r w a r d  t o  b e i n g  o f  a n y  a s s i s t a n c e  t h a t  I c a n  

p o s s i b l y  r e n d e r  i n  y o u r  e f f o r t s  t o  e n a c t  s u e’ a b i l l .  I

t h i n k  i t  h a s  b e e n  o f  m u c h  b e n e f i t  t o  t h e  p e o p l e  o f  t h e  S t a t e

o f  H a w a i i .

M a y  I g i v e  y o u  a s h o r t  b i o g r a p h i c a l  s k e t c h  s o  t h a t  y o u

m a y  u s e  t h i s  i n  f u r t h e r  e v a l u a t i o n  o f  m y  t e s t i m o n y  n e x t  w e e k :

1. M e m b e r  o f  t h e  H a w a i i  L e g i s l a t u r e  f r o m  1 9 5 9 - 1 9 7 8

(8 y e a r s - H o u s e  o f  R e p r e s e n t a t i v e s ;  12 y e a r s - S e n a t e ) .



R e p r e s e n t a t i v e  T h e l m a  B u c h h o l d t  

T w o

M a r c h  24, 1 9 8 0

2. A t t o r n e y - a t - L a w .

3. Former Vice-President of the B a n k  of Hawaii (1963-1979) .

4. Presently Deputy Director of the Department of
Regulatory Agencies, State of Hawaii.

5. Member of the Board of Diiectors-Hawaii Medical Service 
Association (Blue Shield and Blue Cross Plan)
(1965 to present), presently serving as its President.

I have never been to the great State of Alaska, and I am 
looking forward to my first visit.

Very truly yours,

Donald D. H. Ching 
Deputy Director

c c :  M s .  Tan S o r i c e



19 March 1980

To; Representatives Buchholdt, McKinnon, Parker, Gardiner

From: Sherman Haley
Alaska Public Interest Research Group

Subject: Policy Options in Proposed Health Legislation

The health bill which is presently beii g drafted at Representative 

Buchholdt1s request is largely modeled after Hawaii and Minnesota laws. 

These laws do not necessarily conform in detail to the situation in 

Alaska nor the interests of th; Alaska sponsors. This memo calls to 

your attention various points in the model legislation which you may 

wish to consider modifying for Alaska. Certain policy considerations 

in the proposed Medicaid amendments and medically needy program are also 

discussed.

Health Insurance Minimum Standards and Risk Pooling

The Comprehensive Health Insurance Act adapted from Minnesota law 

and published in 1980 Suggested Legislation Vol. 39, by the Council of 

State Governments, is the model for the minimum benefits and risk pooling 

portions of the proposed legislation. One section in the model bill re­

quires health insurance carriers to offer certain kinds of conversion pri- 

vilages. For example, when an individual drops out of a group plan (such 

as with the termination of employment) the carrier must offer an individual 

plan to continue coverage without the addition of underwriting restrictions. 

Also, when the primary insured dies, the carrier must allow other indi­

viduals covered under the plan to continue coverage. This issue was not 

addressed in our drafting request. You may wish to consider including 

language on conversion privilages in the bill.
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The model legislation also contains a provision known as "dual option" 

which requires major employers of 100 01 more employees who offer health 

benefits to their employees, to offer both insurance or membership in a 

health maintenance organization w* ere both are available. This in part 

is a policy to promote HMOs. This provision was not included in the 

drafting request. Since Anchorage may have an HMO in the near future, 

you m y  wish to consider a similar provision in the legislation for Alaska.

The model legislation sets out standards for three types of qualified 

plans. You should be aware that the legislation does not require that 

only qualified plans can be sold; it merely requires of all carriers that 

qualified plans be offered to each eligible customer.

The model legislation sets numerous specific dollar anounts. Pre­

sumably these amounto will have to be periodically updated for inflation 

or duinges in standard^. You m y  wish to consider adding the provision 

that the specified amounts are applicable for the first year and sub­

sequently the coimissioner m y  revise and update all the dollar amounts 

by regualtion.

The model legislation initially sets premiums for the high risk 

coverage at the average premium level among the five largest carriers 

in the state for comparable standard risk coverage, and provides that in 

subsequ it years the premiums are to be set such that the plan pays for 

itself according to actuai'ial principles. In Minnesota's experience 

however, the claims in the first 18 months were so high that they feared 

premiums would have to be raised 100% to cover the claims. To keep the 

premiums at an affordable level, the legislature amended the statute to 

limit tne premiums to 125% of the standard risk premiums, and provided 

that assessments made against the carriers by the carriers association 

to cover the losses due to claims, could offset any income or premium 

taxes owed to the state by that carrier. Thus the state was made respon­

sible for the losses incurred by the plan. You may wish to consider 

these amendments for the Alaska legislation as well.

The model act defines dependent as spouse, unmarried child under 

the age of 19, dependent child under the age of 25 who is a student and
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is financially dependent on the parent, or a dependent child of any age 

who is disabled. You may wish to consider the addition of any household 

member who is financially dependent on the head of household, in order 

to include other relatives or non-relatives who may be members of that 

family unit.

The model legislation, in its itemization of minimum services covered 

and not covered, states that transportation costs other than ambulance are 

not covered, T M s  is not well suited to Alaska, since medically necessary 

travel is frequent and expensive in . most parts of the state.

The model legislation incliides well baby care, routine physicals, and 

multi-phasic screening. It should be understood that since these are routine, 

predictable expenses, they do not fall within the central prupose of in­

surance -- that is, to insure against risk. Requiring coverage of basic 

medical care such as these in a consumer-paid plan does no service what­

soever fo the consumer, sine? he or she will pay the full cost of routine 

care through higher premiums anyway, Requiring coverage of them in an 

enployer-paid plan does offer an advantage to the consumer, of course, 

because it shifts the costs of these medical services from the consurrer to 

the emnloyer. Arguably there is a public purpose served in this requirement 

even for consumer-paid coverage —  namely to promote the utilization of 

these services in the interests of preventive medicine. Since the services 

have already been paid for, the consumer may as well utilize them. There 

are experts who claim, however, that routine physical exams, other than 

pap smears, blood pressure checks, or other procedures tailored to the 

health risks of the individual patient, are not cost effective; that over­

all they do not save more expense through the early detection of disease 

than they consume.*

Mandatory Emr~oyer Sponsored Coverage

The Hawaii Prepaid Health Care Act is the model for the mandatory em­

ployer sponsored coverage portions of the proposed legislation. The Hawaii

* One school of thought maintains that a more effective approach to 
preventive medicine would be promoting health education, self-awareness 
and self-responsibility for maintaining health among consumers. This would 
also promote early detection and reporting of symr" ^ when they do occur.

3



act excludes seasonal enployees, in particular the pineapple pickers. The 

only explanation for this offered by the Hawaii program administrator was 

that the plantation owners had the political clout to get their employees 

exempted. Seasonal employees are a large conponent of Alaska's labor force, 

and often lack health coverage. You may wish to consider including seasonal 

employees in the Alaska legislation, or perhaps some form of hour bank for 

seasonal and temporary employees similar to the union health plans in the 

construction trades.

The model legislation mandates coverage of the employee only, and 

coverage of dependants is optional (unless the plan is of lower standard 

chan the largest plan and is approved by the commissioner). You may wish 

to consider making coverage of dependents mandatory in emplover-sponsored 

plans.

The Hawaii model sets up a separate fund for premium supplementation 

for qualifying employers. Several sections of the bill are devoted to 

defining the fund and how it is to be managed. Since the fund is not going to 

be self-supporting and will require annual appropriations anyway, there is 

little apparent advantage in terms of management or oversight in establishing 

a separate fund. You may wish to consider making premium supplementation 

part of the general fund.

The Hawaii model appears to make employee participation, including

payment fo the employee share of the nremium, maneiatory. The advantage in

this is that more people will have coverage and employers cannot pressure 

employees to decline such coverage. The disadvantage is that employees

may be required to contribute to the premium and have no choice whether or

not to participate. You may wish to consider making participation voluntary 

on che part of the employee.

Linkage Between Hawaii and Minnesota Models

The Hawaii and the Minnesota models take two different approaches 

toward defining the minimum benefit standards for qualified health coverage 

plans. The Hawaii law is setting standards for mandatory employer coverage.

In addition to meeting the very general benefit guidelines itemized in the
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law, a qualified plan must meet one of two alternative benefit standards:

(1) the benefits must meet or exceed the benefits of the largest plan in 

the state (in Alaska this would be either the Alaska State employees plan 

or possible the Teamsters plan); or (2) the benefits must provide a level 

of coverage deaned satisfactory by the Conmissioner. If these benefit 

plans are rare limited than the largest plan, the employer must pay half the 

premium for dependents as well as the primary insured. The bill also 

establishes a prepaid health care council to advise the Commissioner on 

benefit levels. The law is administered by the Department of Labor.

The Minnesota law is setting standards for state qualified plans 

which all carriers are required to offer. The law specifies the scope 

of required benefits as well as minimum or maximum limits, copayments, 

and deductibles for three levels of qualified plans. The law is administered 

by the Division of Insurance.

While there is no direct: conflict between these two laws which are 

proposed for Alaska, there is some duplication. Since the Alaska Depart­

ment of Labor has no expertise in the arena of health insurance benefits, 

you may wish to consider centralizing all responsibility for benefit 

standards under the Division of Insurance, and leave only the employer 

compliance responsibilities with the Department of Labor. You should be 

aware that the Alaska Division of Insurance is already seeking authority 

to regulate minimum standards for insurance of all kinds in IIB882 and SB513.

Consideration should also be given to the question of what standards 

employer coverage should meet and how they should be set. The Minnesota 

model specifies the standards for three levels of qualified coverage in 

law, and requires that employers who offer health coverage provide at 

least a number two qualific plan. The Hawaii model only provides general 

guidelines of minimum services to be covered, and leaves the other details 

up to the Commissioner, or else ties the standard to the benefits provided 

by the largest plan in the state. The state employees plan and the Teamsters 

plan are both more comprehensive than the minimum standards for the number 

two qualified plan, but of course would also be more expensive. The Minnesota 

approach is much simper than the Hawaii approach and gives the legislature
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greater control over the minimum standards. The standard required for 

employer plans does not necessa: *ly have to be the same standard required 

for a qualified plan offered tr individual consumers, particularly in the 

area of routine care for the reasons discussed in an earlier section.

Medicaid Medically Needy

Federal financial participation requirements in the Medicaid medically 

needy program set the maximum income threshold for medically needy program 

eligibility at 133% of the Aid to Families with Dependent Children income 

standard for a household of equivalent size. The minimum income threshold 

is set equal to the Adult Public Assistance standard or the AFDC standard, 

whichever is higher, for a household of equivilent size. Since in Alaska 

the AFDC standard is so much lower than, the APA standard, $350 for an AFDC 

family of two compared to $608 for two APA elibibles, the federally mandated 

minimum medically needy income threshold for a family of two, $608, is 

higher than the federally andated maximum income threshold of $466.55 

($350 x 1.33). These are clearly impossible criteria. The federal policy 

manual appears to resolve the contradiction in favor of the lower standard.

The result is that for adult elibibles the Medically needy income threshold 

is not much higher, and fc.* a two person household is actually lower, than the 

income standard for the regular Adult Public Assistnace program. (See at­

tachment) This inconsistency could be left as is, or resolved in one of 

two ways: (1) the AFDC standard (which is lower than AFDC standards in

many other states and a virtually impossible budget for a family in Alaska) 

could be raised; or (2) the medically needy income threshold could be set 

higher than 133%, of the AFDC standard and the program could by financed 

entirely by the state.

Medicaid Optional Services

The Medicaid optional services included in the drafting request were 

the nine uncovered services most often requested by Medicaid clients and most 

recommended by social workers, as reported in OPTING: A Study of Medicaid .

Client Need. A copy of Table 2 from this report is attached. A complete listing 

of Medicaid optional services is attached should you wish to consider other 

optional services.
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H O U S E  R E S E A R C H  A G E N C Y  

P o u c h  Y  - S t a t e  C a p i t o l  

June a u ,  A l a s k a  99811 

4 6 5 - 3 9 9 1

M E M O R A N D U M M a r c h  18, 1 9 8 0

TO: R e p r e s e n t a t i v e  B ill P a r k e r  

A ttn: Mr. J i m  E r i c k s o n

RE:

FROM: J a c k  K r e i n h e d e r ,  I s s u e s  A n a l y

S t a t e  H e a l t h  C a r e  P r o g r a m s  

R e s e a r c h  R e q u e s t  No. 61

Y o u  h a v e  a s k e d  that we: (1) o r o v i d e  any  a v a i l a b l e  s t u d i e s  o n  M e d i c a i d ,

s t a t e  h e a l t h  insur a n c e ,  and th S t a t e ' s  h e a l t h  c a r e  p r o g r a m  in g en e r a l ;  

a n d  (2) d e t e r m i n e  w h  :ther the S _ a t e  c ould p r o v i d e  m e d i c a l  c a r e  for low- 

i n c o m e  g r o u p s  in m e d i c a l l y  u n d e r s e r v e d  a reas of the state. T h e  e n c l o s e d  

m a t e r i a l s  r e p r e s e n t  all the r e l e v a n t  m a t e r i a l s  w e  w e r e  a b l e  to locate, 

w i t h  the e x c e p t i o n  of p ast c o p i e s  of the Stai_e H e a l t h  P l a n  a n d  the 

M e d i c a i d  A n n u a l  S t a t u s  Report. T h e s e  r e p o r t s  w e r e  n o t  i n c l u d e d  b e c a u s e  

of t h ei r  b u l k  and u n c e r t a i n  v a l u e  to you; s h o u l d  y o u  w i s h  to r e v i e w  

t hese d o c um e n t s ,  p l e a s e  let us know.

O u r  m a j o r  f i n d i n g s  w i t h  r e g a r d  co d i r e c t  S t a t e  d e l i v e r y  of m e d i c a l  

s e r v i c e s  ar e  the f ollowing:

1. T h e r e  a p p e a r  to be no l e g a l  r e a s o n s  w h y  the S t a t e  c o u l d  not h i r e  

d o c t o r s  to treat l o w - i n c o m e  g r o u p s  or a n y  o t h e r  c l a s s  o f  peopl e ;  

h o w ever, four m a j o r  p r a c t i c a l  d i f f i c u l t i e s  w i t h  s u c h  a n  a p p r o a c h  

were r a i s e d  d u r i n g  the c o u r s e  of ou r  re s earch. T h e  f i r s t p r o b l e m  

is that e v e r y o n e  w e  c o n t a c t e d  b e l i e v e d  the m e d i c a l  c o m m u n i t y  w o u l d  

o p p o s e  the c o m p e t i t i o n  w h i c h  d i r e c t  S t a t e  p a r t i c i p a t i o n  in the 

d e l i v e r y  of m e d i c a l  s e r v i c e s  w o u l d  r e present. S e c o n . , the S t a t e  

w o u l d  n e e d  to p u r c h a s e  m a l p r a c t i c e  i n s u r a n c e  for d o c t o r s  in its 

e m p l o y m e n t ,  thus i n c u r r i n g  s u b s t a n t i a l  costs. Th i r d ,  if the 

l e g i s l a t u r e  a p p r o v e d  f u n d i n g  for such a p r ogram, and l a t e r  d i s c o n­

tinued it, or  if S t a t e  p h y s i c i a n s '  s e r v i c e s  w e r e  to be p r o v i d e d  on 

a t e m p o r a r y  basis, the p r o b l e m  of " m e d i c a l  a b a n d o n m e n t "  c o u l d 

res ul t  in l a w s u i t s  a g a i n s t  the  S t a t e u n l e s s  a d e q u a t e  a r r a n g e m e n t s  

w e r e  m a d e  for the f u r t h e r  t r e a t m e n t  of p a t i e n t s  h a n d l e d  u n d e r  the 

p r o gram. Fourth, it a p p e a r s  that m e d i c a l  s e r v i c e s  p r o v i d e d  by 

S? ate p h y s i c i a n s  w o u l d  no t be e l i g i b l e  for f e d e r a l  M e d i c a i d  funds
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ex c e p t  o n  a t e m p o r a r y  o r  s p e c ! « i  s i t u a t i o n  basis; t h e r e f o r e ,  the 

St a t e  w o u l d  h s v c  ::o be a r  the full cos t  of the p r o g r a m  u n l e s s  S t a t e -  

p r o v i d e d  set'.'ices w e r e  d e m o n s t r a t e d  to q u a l i f y  for a w a i v e r  f r o m  

the u s u a l  f e d e r a l  M e d i c a i d  r e q u i r em e n t s .

2. W i t h d r a w a l  f r o m  the M e d i c a i d  p r o g r a m  is not, h o w e v er ,  a p r e r e q u i s i t e  

to the e s t a b l i s h m e n t  of a S t a t e  p h y s i c i a n  p r o gram. M y  u n d e r s t a n d i n g  

of the a l t e r n a t i v e  h e a l t h  c a r e  s y s t e m  y o u  a r e  c o n s i d e r i n g  is that 

the S t a t e w o u l d  n o t  n e c e s s a r i l y  p r o v i d e  a l l  the m e d i c a l  s e r v i c e s  

n o w  a d m i n i s t e r e d  b y  p r i v a t e  p h y s i c i a n s  u n d e r  the M e d i c a i d  program, 

bu t  w o u l d  i n s t e a d  m a k e  S t a t e  d o c t o r s  a v a i l a b l e  in a r e a s  w h i c h

ar e  m e d i c a l l y  u n d e r - s e r v e d  e i t h e r  b e c a u s e  of  the l a c k  of p h y s i c i a n s,  

the l a c k  of s p e c i f i c  m e d i c a l  services, or b e c a u s e  of the r e f u s a l  

of a v a i l a b l e  p h y s i c i a n s  to a c c e p t  M e d i c a i d  p a tients. It is c l e a r  

that the S t a t e  c o u l d  c o n t i n u e  to r e c e i v e  f e d e r a l  M e d i c a i d  f u n d s 

for m e d i c a l  s e r v i c e s  p r o v i d e d  by p r i v a t e  p h y s i c i a n s ;  and, in 

ad dition, it a p p e a r s  that f unds could al s o  be r e c e i v e d  for S t a t e -  

p r o v i d e d  s e r v i c e s  if a f e d e r a l  w a i v e r  f r o m  c e r t a i n  r e g u l a t i o n s  could 

be o b t a i n e d .  T h e  S t a t e  c u r r e n t l y  r e c e i v e s  o ver $ 2 2  m i l l i o n  per 

year in f e d e r a l  M e d i c a i d  funds.

3. It ma y  be p o s s i b l e  to i m p r o v e  m e d i c a l  ca r e  for l o w - i n c o m e  p e r s o n s  

by m e a n s  o t h e r  than, or in a d d i t i o n  to, d i r e c t  S t a t e  h e a l t h  c a r e  

del iv e r y ,  and w i t h o u t  o p t i n g  out of the M e d i c a i d  p r o g r a m  The 

p r i n c i p a l  p r o b l e m  w i t h  the M e d i c a i d  program, f r o m  the r e c i p i e n t ' s  

p o i n t  o f  v iew, a p p e a r s  to be that m a n y  d o c t o r s  in A l a s k a  r e f u s e  

to a c c e p t  M e d i c a i d  p a t ients. T his r e l u c t a n c e  to take M e d i c a i d  

p a t i e n t s  is, in turn, l a r g e l y  a t t r i b u t a b l e  to the e x t e n s i v e  p a p e r­

w o r k  r e q u i r e m e n t s  an d  the e x t r e m e l y  s l o w  p a y m e n t  p r o c e s s  of the 

c u r r e n t  M e d i c a i d  s y s t e m  in Alaska. Ho w e v e r ,  t h e s e  p r o b l e m s  a r e  

not i n h e r e n t  in the f ed e r a l  M e d i c a i d  system, a n d  it a p p e a r s  that 

m o r e  rapid a n d  e f f i c i e n t  r e i m b u r s e m e n t  of m e d i c a l  p r o v i d e r s  c o u l d  

s u b s t a n t i a l l y  i m p r o v e  l o w - i n c o m e  ac c e s s  to m e d i c a l  c a r e  b y  e n c o u r a g i n g  

m o r e  d o c t o r s  to p a r t i c i p a t e  in the program. Of cour se ,  t here may

be o t h e r  p r o b l e m s  w i t h  the M e d i c a i d  p r o g r a m  w h i c h  m i g h t  m a k e  w i t h­

dra w a l  f r o m  the s y s t e m  desir a b l e .

4. The e x p a n d e d  u s e  of fi s c a l  i n t e r m e d i a r i e s  m ay  be o n e  o p t i o n  for 

m a k i n g  m o r e  d o c t o r s  a v a i l a b l e  to l o w - i n c o m e  p e r sons. D e l t a  D e n t a l  

P l a n  of A l a s k a  is c u r r e n t l y  the o n l y  o r g a n i z a t i o n  of this type

in A l a s k a  and h a n d l e s  o n l y  d e n t a l  s e rvices, but all p a r t i e s  i n­

v o l v e d — the D e p a r t m e n t  of H e a l t h  and S oc i a l  S e r v i c e s ,  the p a r t i­

ci p a t i n g  d e n t i s t s ,  and t he  M e d i c a i d  r e c i p i e n t s — s e e m  to be v e r y  

s a t i s f i e d  w i t h  the p r o gram. A b o u t  96 p e r c e n t  of the d e n t i s t s  in 

A l a s k a  ar e  m e m b e r s  of D e l t a  D e n t a l  and 95 p e r c e n t  of t h e s e  p a r­

ticipate in M e d i c a i d .  T h e  fact that r e i m b u r s e m e n t  to d e n t i s t s  by
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D e l t a  D e n t a l  for M e d i c a i d  c a s e s  u s u a l l y  o c c u r s  w i t h i n  two w e e k s ,  as 

c o m p a r e d  to up to s e v e r a l  m o n t h s  for o t h e r  M e d i c a i d  c l a i m s  h a n d l e d  

b y  t h e  State, is the m a i n  r e a s o n  for the alm o s t  u n i v e r s a l  a c c e p t a n c e  

of M e d i c a i d  c a s e s  by A l a s k a  d e ntists.

In a n  a d m i n i s t r a t i v e  r e v i e w  of th e  A l a s k a  M e d i c a i d  p r o g r a m  c o m p l e t e d  

in 1979, H E W  o f f i c i a l s  r e c o m m e n d e d  that the D i v i s i o n  of P u b l i c  

A s s i s t a n c e  c o n t r a c t  w i t h  a f i s c a l  i n t e r m e d i a r y  fo r  M e d i c a i d  p r o c e s­

sing. T h e  D i v i s i o n  i z  p l a n n i n g  to s o li c i t  w i t h i n  the n ext six  

m o n t h s  r e q u e s t s  for p r o p o s a l s  for the p r o c e s s i n g  of all M e d i c a i d  

c l a i m s  by a f i s c a l  in t e r m e d i a r y ,  a l t h o u g h  H & S S  m a y  s till e l e c t  to 

p r o c e s s  c l a i m s  i n - house. R o b e r t  Ogden, C h i e f  of M e d i c a l  A s s i s t a n c e  

for the D i v i s i o n ,  s t a t e d  that a fis c a l  i n t e r m e d i a r y  h a n d l i n g  all 

M e d i c a i d  c l a i m s  c o u l d  p r o b a b l y  p r o c e s s  cl a i m s  a s  r a p i d l y  as D e l t a  

D e n t a l  c u r r e n t l y  doe s  for d e n t a l  claims, thus i m p r o v i n g  the p r o s p e c t s  

for p h y s i c i a n s  a c c e p t i n g  M e d i c a i d  patients. However, the c h o i c e  

b e t w e e n  the us e of a f is c a l  i n t e r m e d i a r y  a n d  p r o c e s s i n g  the M e d i c a i d  

c l a i m s  i n - h o u s e  w i l l  d e p e n d  on a d m i n i s t r a t i v e  d e c i s i o n s  m a d e  w i t h i n  

the d e p a r t m e n t .

E a c h  of the four p o i n t s  s u m m a r i z e d  a b o v e  w i l l  n o w  be d i s c u s s e d  in m o r e  

d etail.

S t a t e M e d i c a l  C a r e

A c c o r d i n g  to the s o u r c e s  w e  c o n t a c t e d ,  the b asic a n s w e r  to your s e c o n d  

q u e s t i o n  is yes, the S ta t e  c o u l d h i r e  d o c t o r s  to treat l o w - i n c o m e  groups. 

E l i g i b i l i t y  c o u l d  be d e t e r m i n e d  In a n u m b e r  of w a y s  and w o u l d  no t  n e e d  

to p a r a l l e l  the f e d e r a l  M e d i c a i d  system. P l a c e m e n t  of the S t a t e - e m p l o y e d  

d o c t o r s  t h r o u g h o u t  the state c ould b e  b a se d  on w h a t e v e r  c r i t e r i a  w e r e  

d e e m e d  a o p r o p r i a t e  by the State.

T h e  S t a t e  a l r e a d y  p r o v i d e s  d i r e c t  d e l i v e r y  of m e d i c a l  s e r v i c e s  to a 

l i m i t e d  degr e e.  N u r s e s  e m p l o y e d  by the L’'vision of P u bl i c  H e a l t h  

a d m i n i s t e r  the E a r l y  P e r i o d i c  S c r e e n i n g ,  D ia g n o s i s ,  an d  T r e a t m e n t  P r o­

gr a m  (EPSDT) for c h i l d r e n  t h r o u g h o u t  the state. The p r o g r a m  is s m al l  in 

c o m p a r i s o n  to o t h e r  m e d i c a l  services, but it d o e s  p r o v i d e  a p r e c e d e n t  on 

the S tate l e v el  for d i r e c t  d e l i v e r y  of services.

P o l i t i c a l  r e s i s t a n c e  by the m e d i c a l  c o m m u n i t y  w a s  c itea by -,^/eral 

p e r s o n s  w i t h  w h o m  w e  s p o k e  as the g r e a t e s t  o b s t a c l e  to the d i r e c t  e m p l o y­

ment of d o c t o r s  by  the State. Our c o n t a c t s  b e l i e v e d  that m a n y  d o c t o r s  

w o u l d  v i e w  s u c h  a n  a c t i o n  as S ta t e  c o m p e t i t i o n  w i t h  the p r i v a t e  sector,
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a n a  as " s o c i a l i z a t i o n "  of the m e d i c a l  p ro f e ssion. T h e a p p a r e n t  a c c e p­

tance by  the m e d i c a l  c o m m u n i t y  of the E P S DT  p r o g r a m  s u g g e s t s  that o p p o s i t i o n  

to the S t a t e  p h y s i c i a n  a p p r o a c h  w o u l d  n o t  b e  as s t r o n g  if the a p p r o a c h  

w e r e  u s e d  o n l y  in a f e w  s e l e c t e d  a r e a s  or w e r e  c l e a r l y  t e m p o r a r y  in 

natu r e .  Fo r  example, if the S t a t e  'dopted a p r o c e d u r e  s i m i l a r  to that 

w h i c h  w a s  e m p l o y e d  b y  the f e d e r a l  D e p a r t m e n t  of Healt h ,  E d u c a t i o n ,  and 

W e l f a r e  (HEW) to i d e n t i f y  an d  d e s i g n a t e  the l o w - i n c o m e  p o p u l a t i o n  of 

A n c h o r a g e  as a C r i t i c a l  H e a l t h  M a n p o w e r  Sh o r t a g e  A r e a  (see A t t a c h m e n t  

A ) , d o c t o r s  m i g h t  be m o r e  w i l l i n g  to a c c e p t  the S ta t e  d e l i v e r y  a p p r o a c h  

than if it w e r e  p art o f  a c o m p r e h e n s i v e ,  s t a t e - w i d e  system.

U n d e r  the H F W  system, w h i c n  ir a u t h o r i z e d  b y  s e c t i o n  33? of the P u b l i c  

H e a l t h  S e r v i c e  Act,  a n  a r e a  or p o p u l a t i o n  g r o u p  of an a r e a  m a y  b e  d e s i g­

na t e d  as a H e a l t h  M a n p o w e r  S h o r t a g e  A r e a  if the p o p u l a t i o n - t o - p r i m a r y  

c a r e  p h y s i c i a n  r a t i o  e x c e e d s  a c e r t a i n  level. A n  a rea is a l s o  g i v e n  a 

d e g r e e - o f - s h o r t a g e  c l a s s i f i c a t i o n  b a s e d  on this ratio. T h e  p o p u l a t i o n -  

t o - p h y s i c i a n  r a t i o  t akes a c c o u n t  of p h y s i c i a n  a c c e s s i b i l i c y , r a t h e r  than 

s i m p l y  d i v i d i n g  the p o p u l a t i o n  by the n u m b e r  of p h y s i c i a n s .  For example, 

in A n c h o r a g e ,  the r at i o  of M e d i c a i d  e l i g i b l e  p e r s o n s  to all  p r i m a r y  c are 

p r a c t i o n e r s  is e s t i m a t e d  at 161:1, but w h e n  HEW a d j u s t e d  for the fact 

that m o s t  of t hese p h y s i c i a n s  do not acc e p c  M e d i c a i d  p a t i e n t s ,  the final 

p o p u l a t i o n - t o - p r i m a r y  c a r e  p h y s i c i a n  r atio w a s  d e t e r m i n e d  to be 3,041:1.

T h i s  r a t i o  q u a l i f i e d  the l o w - i n c o m e  p o p u l a t i o n  of A n c h o r a g e  as a d e g r e e -  

o f - s h o r t a g e  g r o u p  4, w h i c h  m a k e s  the a re a  e l i g i b l e  to: (1) a p ^ l y  for

p l a c e m e n t  of N a t i o n a l  H e a l t h  S e r v i c e  C o rp s  (NHSC) p h y s i c i a n s ;  (2) be an 

e l i g i b l e  s e r v i c e  a r e a  for p u r p o s e s  of r e p a y m e n t  of h e a l t h  p r o f e s s i o n s  

s t u d e n t  l o a n s  and for the N H S C  s c h o l a r s h i p  program; an d  (3) a p p l y  for 

grant f unds u n d e r  v a r i o u s  s e c t i o n s  of the Pu bl i c  H e a l t h  Act.

A  s i m i l a r  a p p r o a c h  to i m p r o v i n g  m e d i c a l  care for m e d i c a l l y  u n d e r s e r v e d  

ar e a s  or p o p u l a t i o n  g r o u p s  c o u l d  be u t i l i z e d  by the State. D e s i g n a t i o n  

un d e r  the p r o g r a m  m i g h t  q u a l i f y  a n  a r e a  for the p l a c e m e n t  of S t a t e - h i r e d  

p h y s i c i a n s ,  for g r a n t s  to i m p r o v e  h e a l t h  c are d e l i v e r y ,  or p e r h a . s  fo r  a 

s p e c i a l  s t r e a m l i n e d  m e d i c a i d  p r o c e s s  w h i c h  w o u l d  e n c o u r a g e  d o c t o r s  to 

a c c e p t  M e d i c a i d  p a t ients. T h e  la t t e r  o p t i o n  m ig h t  be e f f e c t i v e  in a 

c a s e  lik e  A n c h o r a g e ' s ,  in w h i c h  the n u m b e r  of p r a c t i c i n g  p h y s i c i a n s  in 

an  a r e a  is s u f f i c i e n t  to m e e t  the m e d i c a l  n e e d s  of the p o p u l a t i o n ,  but 

the p h y s i c i a n s  w i l l  not a c c e p t  M e d i c a i d  p at i e n t s  b e c a u s e  of d i s s a t i s f a c­

tion w i t h  the r e i m b u r s e m e n t  system.

A t t a c h m e n t  B, w h i c h  is a l e t t e r  to R e p r e s e n t a t i v e  M a r t i n  f r o m  C o m m i s s i o n e r  

Beirne, s u g g e s t s  o t h e r  q u e s t i o n s  w h i c h  sh o u l d  be c o n s i d e r e d  if the S t a t e  

e l e c t s  to p r o v i d e  m e d i c a l  c are d i r e c t l y  and / o r  w i t h d r a w  f r o m  the M e d i c a i d  

program. As D u n c a n  Rea d  i n d i c a t e d  in his e a r l i e r  memo, Dr. F r e d e r i c k  

M c G i n n i s ,  D e p u t y  C o m m i s s i o n e r  of H&SS, has p r o p o s e d  a m a j o r  s t u d y  of 

h e a l t h  c a r e  f i n a n c i n g  o p t i o n s  w h i c h  w o u l d  a d d r e s s  q u e s t i o n s  r e l a t i n g  to
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S t a t e  p r o v i s i o n  of h e a l t h  care, s u c h  as w h o  w o u l d  be e l i g i b l e  for t h e  

program, a n d  w h a t  s e r v i c e s  s h o u l d  b e  provided. Dr. M c G i n n i s  h a s  a p p a r e n t l y  

e x p a n d e d  the s c o p e  of t h e  p r o p o s e d  study and is a t t e m p t i n g  to o b t a i n  

a b o u t  $ 1 7 0 , 0 0 0  for the p r o j e c t .  If the s tudy is c o n d u c t e d ,  th e  r e s u l t s  

w o u l d  be s u b m i t t e d  to t he  1 9 8 1  legislature.

If the S ' a t e  p h y s i c i a n  h e a l t h  d e l i v e r y  s y s t e m  is tc De p ur s u e d ,  the 

p r o b l e m s  of m a l p r a c t i c e  i n s u r a n c e  and m e d i c a l  a b a n d o n m e n t  m ust b e  c o n­

sidered. N e i t h e r  of t h e s e  p r o b l e m s  w o u l d  p r e v e n t  the S t a t e  f r o m  h i r i n g  

d o c t or s ,  but their c o s t  and l e g a l  i m p l i c a t i o n s  m a y  h a v e  s o m e  b e a r i n g  on 

the issue. T h e  S t a t e  c u r r e n t l y  c a r r i e s  a small a m o u n t  of m a l p r a c t i c e  

i n s u r a n c e  for d o c t o r s  e m p l o y e d  in a d m i n i s t r a t i v e  c a p a c i t i e s ,  a p p a r e n t l y  

in the e v e n t  that t he y  a r e  c a l l e d  upo n  in an e m e r g e n c y  s i t u a t i o n .  T o  

f u l l y  i n s u r e  d o c t o r s  e m p l o y e d  by the S ta t e  w h o  r e g u l a r l y  p r o v i d e d  m e d i c a l  

s e r v i c e s  w o u l d  r e q u i r e  a s u b s t a n t i a l  e x p e n diture. T h e  m a g n i t u d e  of the 

i n s u r a n c e  c o s t  w o u l d  d e p e n d  o n  the n u m b e r  of d o c t o r s  e m p l o y e d  the s e r v i c e  

pr ovided, a n d the s c o p e  of the program, but the cost c o u l d  b e  s i g n i f i c a n t .

Me lical a b a n d o n m e n t  a p p e a r s  to be a r e la t i v e l y  e a s y  p r o b l e m  to avoid, 

br'- it c ould p r e s e n t  l e g a l p r o b l e m s  if it is not c o n s i d e r e d  in the 

d e s i g n  of a n y  S t a t e - p r o v i d e d  m e d i c a l  car e  program. U n d e r  s t a t e  and 

f e d e r a l  law, p h y s i c i a n s  a r e  r e s p o n s i b l e  for a r r a n g i n g  for c o n t i n u e d  

m e d i c a l  c a r e  for t h e i r  p a t i e n t s  if, for any reason, they d i s c o n t i n u e  

t heir treatment. A  d o c t o r  not f u l f i l l i n g  this r e s p o n s i b i l i t y  m a y  be 

s ued by a p a t i e n t . Th e  two w a y s  in w h i c h  the issue of m e d i c a l  a b a n d o n m e n t  

c o u l d a r i s e  are: (1) if the l e g i s l a t u r e  s u d d e n l y  d i s c o n t i n u e d  f u n d i n g

for the p r ogram, a n d  (2) if the p r o g r a m  w e r e  d i s c o n t i n u e d  in an are a  

b e c a u s e  it w a s  d e t e r m i n e d  that the priv a te  p h y s i c i a n s  in the a r e a  c ould 

n o w  a d e q u a t e l y  s e r v e  the p o p u l a t i o n .  In b oth i n stances, the p r o b l e m  of 

m e d i c a l  a b a n d o n m e n t  c o u l d  b e  a v o i d e d  by e n s u r i n g  thaL a d e q u a t e  a r r a n g e m e n t s  

w e r e  m a d e  for the c o n t i n u i n g  trea t m e n t  of p a t i e n t s  a f t e r  the State 

c e a s e d  p r o v i d i n g  s e r v i c e  d i rectly.

A  final p o i n t  to b e  c o n s i d e r e d  r e g a r d i n g  di r e c t  S t a t e  d e l i v e r y  o f  m e d i c a l  

c a r e  is the M e d i c a i d  f u n d i n g  question. I c o n t a c t e d  o f f i c i a l s  w i t h  the 

N o r t h w e s t  r e g i o n a l  o f f i c e  of the H E W  M e d i c a i d  B u r e a u  in S e a t t l e  to 

d e t e r m i n e  if f e d e r a l  M e d i c a i d  f u n d i n g  c ould be p r o v i d e d  for m e d i c a l  

s e r v i c e s  d e l i v e r e d  by S t a t e - e m p l o y e d  p hysicians. A f i r m  a n s w e r  c ould 

n o t  he s e c u r e d  w i t h i n  tiie tim e  frame of this project, but it a p p e a r s  

that a w a i v e r  f r o m  c e r t a i n  f e d e r a l  r e g u l a t i o n s  p e r t a i n i n g  to r e i m b u r s e­

ment p r o c e d u r e s  a n d  o t h e r  m a t t e r s  w ould be r e q u i r e d  for f e d e r a l  fund i n g 

to be g i v e n  for S t a t e - p r o v i d e d  services. The  n e c e s s a r y  c o n d i t i o n s  for 

s u c h  a w a i v e r  are a l s o  u n c l e a r  at this time, buL H E W  o f f i c i a l s  i n d i c a t e d  

that the d e s i g n a t i o n  of an a r e a  or p o p u l a t i o n  g r o u p  h a v i n g  a s e v e r e  

s h o r t a g e  of m e d i c a l  c a r e  m i g h t  me.it the w a i v e r  r e q u i r e m e n t s .
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Y o u  h a v e  i n d i c a t e d  a n  i n t e r e s t  in the p o s s i b i l i t y  of the S t a t e  w i t h d r a w i n g  

e n t i r e l y  f r o m  the M e d i c a i d  p r o gram, and th e  q u e s t i o n  o f  M e d i c a i d  s u pp o r t  

for S t a t e - p r o v i d e d  'ervices m a y  t h e r e f o r e  n o t  b e  a m a j o r  concern.

H o w ever, the S t a t e  c u r r e n t l y  r e c e i v e s  o v e r  $22 m i l l i o n  e a c h  y ear in 

fede r a l  M e d i c a i d  funds. It may, t h e r e f o r e , be d e s i r a b l e  to retain these 

f unds if a S t a t e  m e d i c a l  c are p r o g r a m  c o u l d  m eet, or b e  e x e m p t e d  from, 

the n e c e s s a r y  f e d e r a l  r e g u l a t i o n s  w i t h o u t  c o m p r o m i s i n g  the program.

P l e a s e  le t  us k n o w  if y o u  w o u l d  l i k e  a m o r e  c o n c r e t e  r e s p o n s e  to the 

M e d i c a i d  f u n d i n g  q u e s t i o n .  A  w r i t t e n  r e q u e s t  to H E W  w o u l d  b e  r e q u i r e d  

and their r e s p o n s e  c o u l d  take two w e e k s  o r  more, but w e  w o u l d  b e  gla d to 

p u r s u e  this i s s u e  if y o u  w o u l d  like.

M e d i c a i d  I s s u e s

A l t h o u g h  w e  w e r e  no t  a s k e d  to s p e c i f i c a l l y  a d d r e s s  th e  M e d i c a i d  p r o g r a m  

ii this m e m o r a n d u m ,  w e  o b t a i n e d  i n f o r m a t i o n  on M e d i c a i d  d u r i n g  our 

r e s e a r c h  w h i c h  m a y  be of v a l u e  to y o u  in c o n s i d e r i n g  h e a l t h  care  options. 

The g r e a t e s t  p r o b l e m  w i t h  the c u r r e n t  M e d i c a i d  p r o g r a m  in A l a s k a  is that 

the c l a i m s  p r o c e s s i n g  s y s t e m  is i n e f fi c i e n t ,  r e q u i r e s  e x c e s s i v e  pape r wo r k ,  

and r e s u l t s  in l o n g  d e l a’"' in p r o v i d e r  r e i m b u r s e m e n t .  It is the p a p e r w o r k  

and the p a y m e n t  d e l a y s  w h i c h  h a v e  b e e n  the p r i m a r y  c a u s e  of A l a s k a  p h y s i­

cians r e f u s i n g  to a c c e p t  M e d i c a i d  p a t ie n t s .  A t t a c h m e n t s  C and D p r o v id e  

a p h y s i c i a n ' s  p e r s p e c t i v e  o n  the p r o b l e m s  o f  t he  M e d i c a i d  system. In 

m a n y  cities, m o s t  n o t a b l y  A n c h o r a g e ,  the n u m b e r  of p h y s i c i a n s  s e e m s  to be 

a d e quate, but a M e d i c a i d  p a t i e n t  c a n n o t  s e e  a d o c t o r  b e c a u s e  the m a j o r i t y  

of p h y s i c i a n s  r e f u s e  to take M e d i c a i d  cases. It t h e r e f o r e  a p p e a r s  that 

a m o r e  e f f i c i e n t  a n d  r ap i d  c l a i m s  p r o c e s s i n g  s y s t e m  c o u l d  do m u c h  to 

a l l e v i a t e  the d i f f i c u l t y  of o b t a i n i n g  m e d i c a l  c a r e  f o r  l o w - i n c o m e  Ala s k a n s .

Th e  c u r r e n t  p r o g r a m  of M e d i c a i d  d e n t a l  s e r v i c e s  l en d s  s t r o n g  s u p p o r t  to 

this premise. M e d i c a i d  c la i m s  for d e n t a l  c a r e  d o  not go t h r o u g h  the 

S t a t e  s y s t e m  u s e d  for o t h e r  m e d i c a l  serv i c e s ,  b u t  i n s t e a d  are h a n d l e d  by 

the D e l t a  D e n t a l  P l a n  of Alas k a ,  w h i c h  a c t s  as a f i s c a l  i n t e r m e d i a r y  

b e t w e e n  the p r o v i d e r s  an d  the State. T h e  p e r t i n e n t  s t a t i s t i c s  r e g a r d i n g  

M e d i c a i d  p a r t i c i p a t i o n  by d e n t i s t s  w e r e  c i t e d  in the f i n d i n g s  section, 

but the i m p o r t a n c e  of D e l t a  D e n t a l  in this d i s c u s s i o n  is that the vast 

m a j o r i t y  of the s t a t e ' s  d e n t i s t s  a c c e p t  M e d i c a i d  p a t i e n t s .  T h e  two-week 

M e d i c a i d  r e i m b u r s e m e n t  time w h i c h  D e l t a  D e n t a l  p r o v i d e s  for d e n t i s t s  is 

the p r i m a r y  r e a s o n  for the h i g h  d e g r e e  of c o o p e r a t i o n  by A l a s k a  d e n t i s t s  

w i t h  the M e d i c a i d  progra m .

The o b v i o u s  q u e s t i o n ,  then, is if D e l t a  D e n t a l  is so e f f i c i e n t ,  wh y  

d o e s n ' t  the S t a t e  u s e  D e l t a  o r  a n o t h e r  f i s c a l  i n t e r m e d i a r y  to p r o c e s s  

all its M e d i c a i d  clai m s . T h e r e  a:e  a n u m b e r  of r e a s o n s  w h y  fiscal 

i n t e r m e d i a r i e s  do no t  r e p r e s e n t  an e a s y  s o l u t i o n  to the M e d i c a i d  and 

l o w - i n c o m e  h e a l t h  c a r e  problems.
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Th e  f i r s t  is tha t  D e l t a  D e n t a l  d o e s  n o t  a p p e a r  eager, and m a y  n o t  h a v e  

the c a p a b i l i t y  to t a k e  o n  the p r o c e s s i n g  of m e d i c a l  claims. A t t a c h m e n t  D 

is a l e t t e r  f r o m  the P e d i a t r i c i a n s '  A s s o c i a t i o n  to R e p r e s e n t a t i v e  M a r t i n  

s u g g e s t i n g  that the S t a t e  c o n t r a c t  w i t h  D e l t a  D e n t a l  for p a y m e n t  of 

lledicaid c l a i m s  for p e d i a t r i c  ser v i ce s .  However, I s p o k e  w i t h  D e n i s e  

Knapp, E x e c u t i v e  D i r e c t o r  of D e l t a  Denta l ,  a n d  s h e  i n d i c a t e d  t hat D e l t a  

has n o t  a g r e e d  to p r o c e s s  p e d i a t r i c  c l a i m s  a n d  is still o n l y  d i s c u s s i n g  

the idea. R o b e r t  Ogden, C h i e f  of M e d i c a l  A s s i s t a n c e  for H&SS, s t a t e d  

that w h i l e  h e  h a s  b e e n  v e r y  p l e a s e d  w i t h  D e l t a ' s  p e r f o r m a n c e ,  h e  is not 

sure if D e l t a  c o u l d  h a n d l e  the l a r g e  v o l u m e  of M e d i c a i d  c l a i m s  for 

m e d i c a l  s e r v i c e s ,  an d  k n o w s  of no o t h e r  i n - s t a t e  f irms who could.

A  s e c o n d  p o s s i b l e  p r o b l e m  w i t h  th e  e x p a n d e d  use of f is c a l  i n t e r m e d i a r i e s  

is cost. E a c h  c l a i m  p r o c e s s e d  b y  D e l t a  D e n t a l  c o s t s  the S t a t e  a n  

a v e r a g e  of m o r e  than $14, w h i l e  the m e d i c a l  c l a i m s  p r o c e s s e d  u n d e r  the 

c u r r e n t  s y s t e m  cos t  o n l y  a b o u t  $1 . 4 5  each. H o w e v e r ,  Mr. O g d e n  w a s  q u i c k  

to p o i n t  o u t  tha t  the c u r r e n t  s y s t e m  d o e s  n o t  m e e t  federal re q u i r e m e n t s ,  

and m e e t i n g  t h e se  r e q u i r e m e n t s  is l i k e l y  to i n c r e a s e  the c o s t  of p r o c e s s i n g  

c l a i m s  w h e t h e r  a f is c a l  i n t e r m e d i a r y  is u s e d  or not. In a d d i t i o n ,

D e l t a ' s  c o s t  is m u c h  h i g h e r  t han w o u l d  be that of a fis c a l i n t e r m e d i a r y  

h a n d l i n g  a l l  m e d i c a l  clai ms ,  b e c a u s e  the f ixed c os t s  of the D e l t a  

c l a i m s  p r o c e s s i n g  s y s t e m  a r e  s p r e a d  o v e r  a r e l a t i v e 1y s m a l l  n u m b e r  of 

c l a i m s  (8,000 p e r  year). A  f i s c a l  i n t e r m e d i a r y  h a n d l i n g  al l  M e d i c a i d  

c l a i m s  for m e d i c a l  s e r v i c e s  w o u l d  p r o c e s s  a b o u t  1 4 4 , 0 0 0  c l a i m s  pe r  year; 

c ost p e r  c l a i m  w o u l d  t h e r e f o r e  b e  m u c h  lower, p e r h a p s  in the $ 2 . 5 0  

range, a c c o r d i n g  to Mr. Ogden.

H E W  ha s  m a n d a t e d  that the D i v i s i o n  of P u b l i c  A s s i s t a n c e  i m p l e m e n t  a n e w  

c l a i m s  p r o c e s s i n g  s y s t e m  b y  S e p t e m b e r ,  1980. In an a d m i n i s t r a t i v e  

r e v i e w  c o m p l e t e d  a y e a r  ago, H E W  o f f i c i a l s  r e c o m m e n d e d  that the D i v i s i o n  

c o n t r a c t  w i t h  a f i s c a l  i n t e r m e d i a r y  for the p r o c e s s i n g  of a l l  M e d i c a i d  

claims. (See A t t a c h m e n t  E, C h a p t e r  7, for m o r e  d e t a i l  on this r e c o m m e n d a­

tion.) H o w e v e r ,  it is s t i l l  u n c e r t a i n  w h e t h e r  this r e c o m m e n d a t i o n  w i l l  

be f o l l o we d .  T h e  D i v i s i o n  p l a n s  to s o l i c i t  re q u e s t s  for p r o p o s a l s  (RFP) 

for c l a i m s  p r o c e s s i n g  w i t h i n  the n e x t  six m o n t h s.  At least si x  to e ight 

f irms are e x p e c t e d  to bid o n  t h e  con t r ac t ,  but it a p p e a r s  that the 

d e c i s i o n  to u s e  a fi s c a l  i n t e r m e d i a r y  or to proc e ss  M e d i c a i d  c l a i m s  in- 

h o u s e  w i l l  b e  m o r e  d e p e n d e n t  on a d m i n i s t r a t i v e  d e c i s i o n s  w i t h i n  H &S S  

than o n  the r e s u l t s  of the RFP process.

We h o p e  the i n f o r m a t i o n  w e  h a v e  p r o v i d e d  is u s e f u l  to you. T h i s  m e m o r a n d u m  

is a b r i e f  t r e a t m e n t  of a c o m p l e x  s u b ject, so p l e a s e  let us k n o w  if yo u  

w o u l d  l i k e  a d d i t i o n a l  r e s e a r ch ,  or if we m a y  be of furt h e r  a s s i s t a n c e  in 

any o t h e r  way.

J K / d p

cc: R e p r e s e n t a t i v e  T e r r y  M a r t i n
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B. L e t t e r  f r o m  C o m m i s s i o n e r  B e i r n e  to R e p r e s e n t a t i v e

M a r t i n  o n  M e d i c a i d / S t a t e  H e a l t h  C a r e  issues.

C. L e t t e r  f r o m  Dr. L i l l i b r i d g e  to H E W  d i s c u s s i n g  M e d i c a i d

p r o b l e m s .

D. L e t t e r  f r o m  Dr. L i l l i b r i d g e  to R e p r e s e n t a t i v e  M a r t i n  

on M e d i c a i d  p r o b l e m s  and the D e l t a  D e n t a l  p r og r a m .

E. H E W  a d m i n i s t r a t i v e  r e v i e w  of the A l a s k a  M e d i c a i d  

p r o gram.

F. H & S S  t a s k  f o r c e  r e c o m m e n d a t i o n s  o n  the M e d i c a i d  

program.

G. I n f o r m a t i o n  s u p p l i e d  b y  D e l t a  D e n t a l  o n  t h e i r  p r o g r am .

H. A l a s k a  and N a t i o n a l  H e a l t h  I n s u r a n c e — r e p o r t  b y  Dr. M c G i n n i s

of H&SS.

I. T h i r d  P a r t y  H e a l t h  C o v e r a g e  in A l a s k a — .1978 r e p o r t  b y  the 

f o r m e r  L e g i s l a t i v e  A f f a i r s  R e s e a r c h  D i v i s i o n .

J. O p t i n g - A  S t u d y  of M e d i c a i d  C l i e n t  N e e d — 1977 r e p o r t  by  the 

f o r m e r  R e s e a r c h  Di v i s i o n .

K. H & S S  1977 M e d i c a i d  A n n u a l  S t a t u s  Report.

L. Janua r y .  1 9 8 0  S t a t e  H e a l t h  Plan.
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4
IV .  AN ANALYSIS OF THE EXTENT OF HEALTH CARE COVERAGE AND GAPS IN 

COVERAGE

The Covered Popu la t i on

N a t i o n a l l y ,  178 m i l l i o n  p eop le  -  more than 8 out o f  10 persons  in  

the c i v i l i a n  n o n - i n s t i t u t i o n a l  p o p u l a t i o n  -  had some form o f  p r i v a t e  

h e a l t h  in su ran ce  in 1975, a c c o r d in g  t o  the Health Insurance  I n s t i t u t e .  

The same survey  reported 250 thousand peop le  in  A la sk a ,  (two t h i r d s  o f  

the c i v i l i a n  p opu la t i o n )  had p r i v a t e  coverage .

The major p u b l i c  programs, U . S .  P u b l i c  Hea lth  S e r v i c e ,  M e d i c a id  and 

M ed i c a r e ,  p rov id e  h e a l th  c overage  to an e s t imated  20% o f  A l a s k a ' s  c i v i l ­

i an  p o p u l a t i o n .  I t  i s  not known to  what extent  p u b l i c  c overage  d u p l i ­

c a t e s  p r i v a t e  coverage  s t a t e -w i d e .  However, random sample surveys  were 

conducted i n  1974-75 in  both Anchorage and Kodiak I s l a n d  Borough w i t h  

q u e s t i o n s  regard ing h ea l th  coverage .  The Anchorage survey  r e oo r t ed  th a t  

79.9% o f  the sample had th ird  p ar ty  h e a l t h  coverage o f  some s o r t ,  and 

20.1% had none. In Kodiak I s l a n d  Borough 92.6% o f  the respondents  

r epor ted  th i r d  party  h e a l th  c o v e r a g e ,  w h i l e  on ly  7.4% reported  none.

T h i s  h igh percentage  o f  h e a l th  c ove rage  in  Kodiak I s l a n d  i s  l a r g e l y  due 

to  the h igh  p ropor t ion s  o f  Ind ian  Hea l th  S e r v i c e  e l i g i b l e s  (o ver  40%) 

and m i l i t a r y  personnel  and dependents  (over 25%). Those  7.4% w i t h o u t  

coverage  c o n s t i t u t e d  over 20% o f  the n on -N a t i v e  n o n -m i l i t a r y  or  m i l i t a r y  

dependent p opu la t i o n .

The 20.1% o f  the Anchorage sample w i th ou t  h e a l th  c overage  c o n s t i ­

tu ted  ove r  25% o f  the n on -N a t i v e  n o n -m i l i t a r y  or m i l i t a r y  dependent 

p o p u l a t i o n  in Anchorage.
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I f  we can assume th a t  a s im i l a r  percen tage  (20-25%) o f  the  non-  

N a t i v e  n o n -m i l i t a r y  p opu la t i o n  s t a t e -w i d e  c u r r e n t l y  are  w i t h ou t  th ird  

party  h e a l t h  coverage from any s ou rce ,  56 to  71 thousand A la skans  t o ­

t a l l y  l a c k  th ird  p ar ty  h e a l t h  coverage .

The b ig g e s t  h o l e  i n  t h i s  coverage  patchwork i s  moderate and low 

income peop le  who are  s e l f - em p lo y ed  or m arg in a l l y  employed,  or  non -un ion  

employees o f  an employer who d o e s n ' t  p rov id e  h ea l th  b e n e f i t s .  These  

p eop le  are  above the income e l i g i b i l i t y  s tandards  for  M ed ic a id  or Gen­

e r a l  R e l i e f  M e d i c a l ,  y e t  t h e i r  cash income i s  not adequate  to a f f o rd  

e i t h e r  the expense o f  p r i v a t e  h ea l th  in su ran ce ,  nor the  expense o f  many 

medica l  s e r v i c e s  on a f e e - f o r - s e r v i c e  b a s i s .  T h i s  group i n c l u d e s  farm­

e r s ,  shop owners , smal l c o n t r a c t o r s ,  temporary and p a r t - t im e  emp loyees ,  

c a s u a l  l a b o r e r s ,  s u b s i s t e n c e  prov iders  and the unemployed. I t  a l s o  

i n c l u d e s  a l a r g e  number o f  non -un ion  worker s ,  p a r t i c u l a r l y  those  working 

f o r  small  employers ,  such as c h i l d  care  workers ,  w a i t r e s s e s ,  c l e r k s ,  

c l e r i c a l  workers ,  d e l i v e r y  truck d r i v e r s ,  gas s t a t i o n  a t t end an t s  and 

c o n s t r u c t i o n  workers in  home b u i l d i n g .  And o f  c o u r s ?  the dependents  o f  

t h e se  b read -w inners  normal ly  l a ck  coverage  as  w e l l .

In A laska  there are many s e a s o n a l l y  employed peop le  as w e l l  who 

have h e a l th  coverage  o n l y  p ar t  o f  the y ea r  w h i l e  they are employed, such 

as l o g g e r s  and cannery workers .  Most c o n s t r u c t i o n  workers ( o u t s i d e  o f  

home b u i l d i n g )  are  un ion i z ed  and have "hour banks" f o r  h e a l th  b e n e f i t s  

,uch th a t  i f  they work enough hours over  the summers t h e i r  accrued  

h e a l t h  b e n e f i t s  w i l l  l a s t  through to the next season .  However, when 

th e re  i s  not enough work to go around, many peop le  are  not a b l e  to 

accumulate  enough h e a l th  coverage  to l a s t  the w in i e r .



S e r v i c e s  Covered

Hea l th  p lan s  vary w id e l y  1n the s e r v i c e s  c overed  and the l e v e l s  o f  

coverage  p rov id ed .  The f o rego ing  a n a l y s i s  d i s t i n g u i s h e d  between p eop le  

who have any s o r t  o f  th i r d  party  h e a l th  c o v e r a g e ,  and those  who have no 

coverage  a t  a l l .  We have not y e t  c on s id e r ed  whether those  w i t h  some 

coverage  have c overage  th a t  i s  adequate  to  p r o t e c t  them from f i n a n c i a l  

h a rd sh . ^ .  Some p o l i c i e s ,  f or  i n s t a n c e ,  are  s p e c i a l i z e d  and c o v e r  o n l y  

h o s p i t a l  expen se s ,  or  o n l y  s u r g i c a l  expenses .  Many p o l i c i e s  do not 

cover  p a r t i c u l a r  s e r v i c e s  such as p r e s c r i p t i o n  d rugs ,  o f f i c e  v i s i t s ,  or 

nurs ing  c are  o u t s i d e  o f  a h o s p i t a l .

In the Anchorage survey ,  w h i l e  20% of the respondents  l a cked  ho s ­

p i t a l  c o v e r a g e ,  24% o f  the respondents  l a cked  s u r g i c a l  c o v e r a g e ,  46% 

lacked  coverage  f o r  v i s i t s  to the d o c t o r ' s  o f f i c e ,  60% l a cked  d en ta l  

c o ve rage ,  and 70% la cked  mentai h ea l th  c ove rage .

Many p o l i c i e s  have l im i t s  on coverage  th a t  are exhausted by s evere  

i l l n e s s e s ,  or r equ i r e  co -payments  which can add up to  s u b s t a n t i a l  sums. 

Many p o l i c i e s  l i m i t  t h e i r  payments to " r e a s o n a b l e  c h a r g e s "  as d e f i n ed  by 

the in su ran ce  company, r e g a rd le s s  o f  the a c tu a l  c h a r g e s ,  and the  c on ­

sumer must pay the d i f f e r e n c e .

I t  i s  no t  d i f f i c u l t  for  a consumer even w i t h  some h e a l th  in su ran ce  

to  in cur  heavy f i n a n c i a l  l o s s e s  due to h e a l th  c a r e  exp end i tu r e s .  The 

f o l l ow in g  s t a t i s t i c s  sugges t  th a t  in su ran ce  companies in f a c t  are  not 

pay ing the bu lk o f  h e a l th  care  expenses .

Whi le  the p r i v a t e  h ea l th  in su ran ce  i n du s t r y  c l a im s  to s e rve  over  

80% o f  the n a t i o n ' s  c i v i l i a n  n o n - i n s t i t u t i o n a l i z e d  p o p u l a t i o n ,  in  1976 

they paid o n l y  26% o f  persona l  h e a l th  care  expend i tu re s  n a t i o n a l l y .



The remain ing 1% o f  persona l  h e a l th  c are  expend itures  was p a id  by p h i l ­

a n t h r op i c  o r g a n i z a t i o n s . *

1 "N a t i o n a l  Hea l th  Expend i tu re s ,  f i s c a l  y e a r  1976", S o c i a l  S e c u r i t y  
B u l l e t i n ,  Apr i l  1977, page 8.
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H E A L T H  I N S U R A N C E  B I L L  T O  B E  H E A R D  O N  T E L E C O N F E R E N C E  N E T W O R K

T h e  H o u s e  H e a l t h ,  E d u c a t i o n  a n d  S o c i a l  S e r v i c e s  

C o m m i t t e e ,  c h a i r e d  b y  Rep. T h e l m a  B u c h h o l d t ,  w i l l  h o l d  

t h r e e  t e l e c o n f e r e n c e d  h e a r i n g s  o n  H B  977, " A n  A c t  

r e l a t i n g  t o  t h e  h e a l t h  o f  r e s i d e n t s  o f  t h e  s t a t e " .

T h e  f i r s t  h e a r i n g  w i l l  b e  t e l e c o n f e r e n c e d  t o  a l l  s i t e s  

o n  T u e s d a y ,  A p r i l  8 t h  a t  1 : 3 0  p . m . ,  J u n e a u  t i m e ,  a n d  

w i l l  i n c l u d e  t e s t i m o n y  f r o m  a l l  i n t e r e s t e d  p e r s o n s .

T h e  s e c o n d  h e a r i n g ,  a l s o  o n  t h e  8th, w i l l  b e  h e l d  a t  

7 : 0 0  p . m . ,  J u n e a u  t i m e .  T h e  c o m m i t t e e  w i l l  b e  t a k i n g  

t e s t i m o n y  f r o m  i n s u r a n c e  c a r r i e r s  a n d  w i l l  i n c l u d e  a l l  

t e l e c o n f e r e n c i n g  s i t e s .

T h e  t h i r d  h e a r i n g  w i l l  b e  t e l e c o n f e r e n c e d  t o  a l l  s i t e s  

o n  T h u r s d a y ,  A p r i l  1 0 t h  a t  7 : 0 0  p . m . .

P e r s o n s  i n t e r e s t e d  in t e s t i f y i n g  o r  o b s e r v i n g  a t  

t h e s e  h e a r i n g s  s h o u l d  c o n t a c t  t h e  l o c a l  L e g i s l a t i v e  

I n f o r m a t i o n  O f f i c e  in t h e  f o l l o w i n g  c o m m u n i t i e s :  

A n c h o r a g e ,  B e t h e l ,  F a i r b a n k s ,  D i l l i n g h a m ,  K o t z e b u e ,  

N o m e ,  K o d i a k ,  S o l d o t n a ,  K e t c h i k a n  a n d  S i t k a .  F u r t h e r  

i n f o r m a t i o n  m a y  b e  o b t a i n e d  f r o m  t h e  C o m m i t t e e  C h a i r  

( 4 6 5 - 3 7 9 7 )  o r  t h e  T e l e c o n f e r e n c e  C o o r d i n a t o r  ( 4 6 5 - 4 9 8 0 )
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ALASKA PUBLIC INTEREST RESEARCH GROl/P
Post Office Box 1093/Anchorage, Alaska 99510/(907) 278-3661

M E M O

To: T h o s e  i n t e r e s t e d  in h e a l t h  c a r e  c o v e r a g e

Re: H e a l t h  c a r e

Date: M a r c h  1 9 8 0  

From: S u s a n  J o h n s o n

B e l o w  is a n  o u t l i n e  o f  the l e g i s l a t i o n  W i  d i s c u s s e d  at the m e e t i n g  h e l d  

F e b r u a r y  29, 1 9 8 0  a t  the F e d e r a l  Bu i l d i n g ,  for y o u  to review. T h e  l e g i s l a t i o n  is 

p r e s e n t l y  b e i n g  d r a f t e d  by  T h e l m a  B u c h h o l d t ' s ( h E S S )  C o m m i t t e e .  T h e  c o m p o n e n t s  are 

as follows!

1/ M a n d a t o r y  R e i n s u r a n c e :  S e v e r a l  s t a t e s  h a v e  d e v e l o p e d  m a n d a t o r y  r e i n s u r a n c e

p o o l s  to e n s u r e  h e a l t h  c a r e  c o v e r a g e  a v a i l a b i l i t y  to h i g h  r i s k  p e r s o n s  a t  r e a s o n a b l e  

rates. M a n y  p e o p l e  ar e u n a b l e  to p u r c h a s e  fu l l  h e a l t h  i n s u r a n c e  c o v e r a g e  b e c a u s e  

e x i s t i n g  h e a l t h  c o n d i t i o n s  m a k e  t h e m  a b a d  i n s u r a n c e  risk. T h i s  c o m p o n e n t  o f  the 

b i l l  w o u l d  m a n d a t e  all h e a l t h  i n s u r a n c e  c a r r i e r s  in e a c h  s t a t e  to o f f e r  a h e a l t h  

i n s u r a n c e  p a c k a g e  to h i g h  r i s k  s u b s c r i b e r s  a t  a r e a s o n a b l e  p r em i u m .  S u c h  c o v e r a g e  

is r e i n s u r e d  b y  the c a r r i e r s  a s s o c i a t i o n ,  in w h i c h  m e m b e r s h i p  is m a n d a t o r y ,  so the 

r i s k  is p o o l e d  a m o n g  all c a r r i e r s  in t h e  state.

2/ M i n i m u m  B e n e f i t s  S t an d a r d s :  T h e  s t a t e  w o u l d  b e  g i v e n  the a u t h o r i t y  to r e g u l a t e

the level o f  s e r v i c e  c o v e r e d  by h e a l t h  i n s u r a n c e  p o l i c i e s .  S e v e r a l  s t a t e s  h a v e  

a l r e a d y  i m p l e m e n t e d  t his a n d  the N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s  

(NAIC) h a d  d e v e l o p e d  m o d e l  s t a t e  h e a l t h  I n s u r a n c e  l e g i s l a t i o n  for s e t t i n g  m i n i m u m  

h e a l t h  b e n e f i t  s t an d a r d s .  T h i s  woulc' a d d r e s s ,  for e xa mple, p e r s o n s  w h o  a r e e x c l u d e d  

f r o m  c o v e r a g e  b e c a u s e  o f  p r e - e x i s t i n g  c o n d i t i o n s .

3/ A m e n d  M e d i c a i d  Sta t u t es :  T h i s  w o u l d  p r o v i d e  the O r e g o n  o p t i o n  to u s e  M e d i c a i d

f u n d s  to p u r c h a s e  h e a l t h  insur a n c e j  p r o v i d e  for t h e f u n d i n g  o f  i n t e r e s t  p a y m e n t  

p e n a l t i e s  w h e n  the s t a t e  is d e l i n q u e n t  o n  its billB, and  to ad d  a d d i t i o n a l  s e r v i c e s  

to the M e d i c a i d  p r o g r a m ,  such as p r e s c r i p t i o n  dr u gs ,  d e n t a l  care, etc.

4 /  M e d i c a i d  M e d i c a l l y  Needy: T h i s  p r o g r a m  w o u l d  e x t e n d  s tate m e d i c a l  a s s i s t a n c e

to t hose p e r s o n s  w h o s e  in c o m e  e x c e e d s  the i n c o m e  s t a n d a r d s  o f  c u r r e n t  a s s i s t a n c e  

pro gr a m s ,  bu t  w h o  h a v e  in c u r r e d  m e d i c a l  e x p e n s e s  w h i c h  e q u a l  o r  e x c e e d  the d i f f e r e n c e  

b e t w e e n  t h e  p e r s o n ' s  m o n t h l y  in c o m e  a n d  t he  i n c o m e  s t a n d a r d  a p p l i c a b l e  u n d e r  th e  

c u r r e n t  p r o g ra m .  In o t h e r  words, the s t a t e  w o u l d  p r o v i d e  m e d i c a l  a s s i s t a n c e  to 

p e r s o n s  w h o  o t h e r w i s e  w o u l d  n o t  h a v e  b e e n  e l i g i b l e  b e c a u s e  t hey m a k e  t o o  m u c h  mo ne y .  

Th e  p u r p o s e  o f  the " m e d i c a l l y - n e e d y "  p r o g r a m  is to a l l o w  l o w e r - m i d d l e  i n c o m e  p e r s o n s  

w h o  c an  n o t  a f f o r d  to s h o u l d e r  the full c o s t  of m e d i c a l  c a r e  the o p p o r t u n i t y  to 

r e c e i v e  n e e d e d  m e d i c a l  a s s i s t a n c e .  U n d e r  s u c h  a p r o g r a m ,  t h e s e  i n d i v i d u a l s  w o u l d  

" s p e n d  d own" to th e  income limits, an d  the s t a t e  w o u l d  p i c k  u p  the rest.



5/ M a n d a t o r y  E m p l o y e r  C o v e r a g e :  H a w a i i  r e q u i r e s  e v e r y  e m p l o y e r  t o . p r o v i d e  h e a l t h

insur a n c e .  T h i s  w o u l d  e x p a n d  c o v e r a g e  t o  m a n y  n o n - u n i o n  w o r k e r s,  e s p e c i a l l y  those 

i n  l o w - p a y i n g  s e r v i c e  i n d u s t r i e s ,  w h o  n o w  lack c o v e r a g e .  H a w a i i  o f f e r s  t h i s  to 

e m p l o y e e s  w h o  w o r k  a m i n i m u m  o f  20 hours. S m a ll  e m p l o y e r s  m a y  a p p l y  for s t a t e  s u b s i -  

d atio n ,  if the c o s t  o f  i n s u r a n c e  e x c e e d s  c e r t a i n  c r i t e r i a .

F i n a l l y ,  A k P I R G  s u p p o r t s  a p p r o p r i a t i o n s  for e x p e n d e d  d i r e c t  s e r v i c e s  b y  the 

s t a t e  a n d  l o c a l  g o v e r n m e n t  an d  n o n - p r o f i t  p r o v i d e r s .  F o r  example, two G Y N ' s  w i l l  be 

a d d e d  t o  th e  N e i g h b o r h o o d  H e a l t h  C e n t e r  in A n ch o r a g e .  A n y  s u g g e s t i o n s  are w e l c o m e d  

c o n c e r n i n g  o t h e r  a r e a s  t h a t  c o u l d  u s e  a d d i t i o n a l  funding.

I w i l l  c o n t a c t  y o u  a g a i n  w h e n  th e  b i l l  h a s - a number.- F e e l  f ree to cal l  

s h o u l d  y o u  h a v e  a n y  ques t i o ns .

Ag a i n ,  t h a n k  y o u  for a t t e n d i n g  the meeting.

S i n c e re l y ,



T o :  E i l l y  B e r r i e r ,  D i r e c t o r

L e g a l  S e r v i c e s  D i v i s i o n  

L e g i s l a t i v e  A f f i a r s  A g e n c y

F r o m :  R e p r e s e n t a t i v e  T h e l m a  B u c h h o l d t

H e a l t h ,  E d u c a t i o n  ar'1 S o c i a l  S e r v i c e s  C o m m i t t e e  C h a i r

S u b j e c t :  R e q u e s t  f o r  b i l l  d r a f t i n g

P l e a s e  h a v e  o n e  o f  y o u r  s t a f f  p r e p a r e  f o r  i n t r o d u c t i o n  o n e  

b i l l  w h i c h  w i l l  i n c l u d e  t h e  f o l l o w i n g  e l e m e n t s :

M e d i c a i d  A m e n d m e n t s . T h i s  b i l l  w o u l d  a d d  t h e  M e d i c a l l y  

N e e d y  p r o g r a m  a n d  s e v e r a l  o p t i o n a l  s e r v i c e s  t o  t h e  s t a t e ' s  

p a r t i c i p a t i o n  i n  t h e  f e d e r a l  M e d i c a i d  p r o g r a m .  T h e  b i l l  

w o u l d  a l s o  a l l o w  t h e  u s e  o f  m e d i c a i d  f u n d s  f o r  t h e  p u r ­

c h a s e  o f  p r i v a t e  h e a l t h  i n s u r a n c e  a s  p r o v i d e d  i n  O r e g o n  

l a w  (ORS 4 1 4 . 1 1 5 ) .  T h e  f o l l o w i n g  M e d i c a i d  o p t i o n s  w o u l d  

b e  i n c l u d e d :  p r e s c r i p t i o n  d r u g s ,  a d u l t  d e n t a l  c a r e ,  d e n ­

t u r e s ,  a d u l t  p r o s t h e t i c  d e v i c e s ,  p h y s i c a l  t h e r a p y  a n d  r e ­

l a t e d  s e r v i c e s ,  c h i r o p r a c t o r s '  s e r v i c e s ,  p o d i a t r i s t s '  

s e r v i c e s  a n d  p r i v a t e  d u t y  n u r s i n g .

M a n d a t o r y  E m p l o y e r - s p o n s o r e d  H e a l t h  I n s u r a n c e . T h i s  b i l l  

w o u l d  r e q u i r e  e m p l o y e r s  in t h e  s t a t e  t o  s u b s i d i z e  g r o u p  

h e a l t h  i n s u r a n c e  p l a n s  f o r  t h e i r  e m p l o y e e s .  T h e  b i l l  

w o u l d  b e  m o d e l e d  a f t e r  t h e  H a w a i i  P r e p a i d  H e a l t h  C a r e  A c t .

H e a l t h  I n s u r a n c e  R e g u l a t i o n . T h i s  b i l l  w o u l d  g i v e  t h e  

s t a t e  a u t h o r i t y  t o  r e g u l a t e  t h e  l e v e l  o f  s e r v i c e  c o v e r e d  

b y  h e a l t h  i n s u r a n c e  p o l i c i e s  s o l d  i n  t h e  s t a t e .  T h e  b i l l  

w o u l d  a l s o  m a n d a t e  c o v e r a g e  o f  h i g h - r i s k  c l i e n t s  a n d  p o o l i n g  

o f  r i s k  a m o n g  a l l  c a r r i e r s .  T h e  b i l l  w o u l d  b e  m o d e l e d  

a f t e r  r e l e v a n t  p o r t i o n s  o f  t h e  C o m p r e h e n s i v e  H e a l t h  I n s u r­

a n c e  A c t  in 1 9 8 0  S u g g e s t e d  S t a t e  L e g i s l a t i o n , V o l .  39, b y  

T h e  C o u n c i l  o f  S t a t e  G o v e r n m e n t s .



TABLE 2

Average Ranking o f  S e l e c t e d  Medica id  
Op t i on s  by Type o f  P ub l i c  A?c i s t a n c e  C l i e n t

; i p i e n t s  o f  Adult  R e c ip i e n t s  o f  Aid to
_  .  .  .  • . > n  I 1 rs I

Rank j l i c  A s s i s t a n c e F am i l i e s  w ith  Dependent Ch i ld ren

1st Pre scr ibed  Drugs Prescr ibed  Drugs

2nd Adu lt  Dental S e r v i c e s Adult Dental S e r v i c e s

3^d Dentures Phys ica l  Therapy and 
Re la ted  S e r v i c e s

4th Phys ic a l  Therapy and 
Re la ted  S e r v i c e s

Dentures

5th Hearing Aids * C h i r o p r a c t o r ' s  S e r v i c e s

6th P r o s t h e t i c  Dev ices Hearing Aids 1

7th C h i r o p r a c t o r ' s  S e r v i c e s P r o s th e t i c  Dev ices

8th P r i v a t e  Duty Nurs ing P r iv a t e  Duty Nursing

9th P o d i a t r i s t ' s  S e r v i c e s P o d i a t r i s t ' s  S e r v i c e s

10th Care for  P a t i e n t s  65 or 
Over in T u b e r cu lo s i s  
I n s t i t u t i o n s

Care for P a t i e n t s  65 or 
Over in T ub e r cu lo s i s  
I n s t i t u t i o n s

Heaaing aids, at the tone the suAvey am conducted, wene not Included 
in the coverage pnognajn opened to alt Medicaid ctt.cn.ts. An int.eApn.eta.tion 
0(5 Medicaid tan) and negutation by fedenal o^idats attoived heaning aid* 
to be coveaed 0 6 pant. 0(5 the tAeatnent 0(5 speech, heaning, and language 
disondens option. Thu policy change um onptemented by the Division ot5 
Public Assistance in blovejnbeA.



To :  B i l l y  B e r r i e r ,  D i r e c t o r

L e g a l  S e r v i c e s  D i v i s i o n  
L e g i s l a t i v e  A f f i a r s  A g e n c y

F r o m :  R e p r e s e n t a t i v e .  T h e l m a  B u c h h o l d t

H e a l t h ,  E d u c a t i o n  a n d  S o c i a l  S e r v i c e s  C o m m i t t e e  C h a i r

S u b j e c t :  R e q u e s t  f o r  b i l l  d r a f t i n g

P l e a s e  h a v e  o n e  o f  y o u r  s t a f f  p r e p a r e  f o r  i n t r o d u c t i o n  o n e  

b i l l  w h i c h  w i l l  i n c l u d e  t h e  f o l l o w i n g  e l e m e n t s :

M e d i c a i d  A m e n d m e n t s . T h i s  b i l l  w o u l d  a d d  t h e  M e d i c a l l y  

N e e d y  p r o g r a m  a n d  s e v e r a l  o p t i o n a l  s e r v i c e s  t o  t h e  s t a t e ' s  

p a r t i c i p a t i o n  in t h e  f e d e r a l  M e d i c a i d  p r o g r a m .  T h e  b i l l  

w o u l d  a l s o  a l l o w  t h e  u s e  o f  m e d i c a i d  f u n d s  f o r  t h e  p u r ­

c h a s e  o f  p r i v a t e  h e a l t h  i n s u r a n c e  a s  p r o v i d e d  i n  O r e g o n  

l a w  (ORS 4 1 4 . 1 1 5 ) .  T h e  f o l l o w i n g  M e d i c a i d  o p t i o n s  w o u l d  

b e  i n c l u d e d :  p r e s c r i p t i o n  d r u g s ,  a d u l t  d e n t a l  c a r e ,  d e n ­

t u r e s ,  a d u l t  p r o s t h e t i c  d e v i c e s ,  p h y s i c a l  t h e r a p y  a n d  r e ­

l a t e d  s e r v i c e s ,  c h i r o p r a c t o r s '  s e r v i c e s ,  p o d i a t r i s t s '  

s e r v i c e s  a n d  p r i v a t e  d u t y  n u r s i n g .

v  d a t o r y  E m p l o y e r - s p o n s o r e d  H e a l t h  I n s u r a n c e . T h i s  b i l l  

w o u l d  r e q u i r e  e m p l o y e r s  i n  t h e  s t a t e  t o  s u b s i d i z e  g r o u p  

h e a l t h  i n s u r a n c e  p l a n s  f o r  t h e i r  e m p l o y e e s .  T h e  b i l l  

w o u l d  b e  m o d e l e d  a f t e r  t h e  H a w a i i  P r e p a i d  H e a l t h  C a r e  A c t .

■H e a l t h  I n s u r a n c e  R e g u l a t i o n . T h i s  b i l l  w o u l d  g i v e  t h e  

s t a t e  a u t h o r i t y  t o  r e g u l a t e  t h e  l e v e l  o f  s e r v i c e  c o v e r e d  

b y  h e a l t h  i n s u r a n c e n p o l i c i e s  s o l d  i n  t h e  s t a t e .  T h e  b i l l  

w o u l d  a l s o  m a n d a t e  c o v e r a g e  o f  h i g h - r i s k  c l i e n t s  a n d  p o o l i n g  

o f  r i s k  a m o n g  a l l  c a r r i e r s .  T h e  b i l l  w o u l d  b e  m o d e l e d  

a f t e r  r e l e v a n t  p o r t i o n s  o f  t h e  C o m p r e h e n s i v e  H e a l t h  I n s u r ­

a n c e  A c t  i n  1 9 8 0  S u g g s s t e d  S t a t e  L e g i s l a t i o n , V o l .  39, b y  

T h e  C o u n c i l  o f  S t a t e  G o v e r n m e n t s .



M y  a s s i s t a n t  J a n  S o r i c e  w i l l  b e  i n  c h a r g e  o f  t h i s  p r o j e c t  

a n d  a n y  f u r t h e r  d i r e c t i o n  t o  t h e  d r a f t e r s  w i l l  b e  p r o v i d e d  

b y  h e r .  S h e  m a y  b e  r e a c h e d  a t  4 6 5 - 3 7 9 7 .

T h i s  b i l l  i s  t o  b e  i n t r o d u c e d  b y  t h e  H o u s e  H e a l t h ,  E d u c a t i o n  

a n d  S o c i a l  S e r v i c e s  C o m m i t t e e  b y  r e q u e s t  o f  R e p r e s e n t a t i v e  

T h e l m a  B u c h h o l d t .



By f edera l  s t a t u t e ,  the  maximum l i m i t  f o r  income e l i g i b i l i t y  under 
M ed i c a id  m e d i c a l l y  needy i s  133 1/3% o f  t h e ^ t a t e _ A F D C _ s t a n d a rd f o r  an 
e q u i v a l e n t  f am i l y  s i z e  (ex cep t  t h a t  f o r  a s i n g l e  p e r s o n ,  the  two -per son  
f am i l y  income s tandard  i s  u s ed ) .  The f o l l o w i n g  c h a r t  n d i c a t e s  what the 
M ed i c a id  m e d i c a l l y  needy income l im i t  v/ould be f o r  c e r t a i n  f am i l y  s i z e s  
and types  (where two income l im i t s  are  l i s t e d ,  the  d i f f e r e n c e  i s  based 
on whether or  not th e  a d u l t - o n l y  househo ld  has r e n t ,  mortgage or o th e r  
payments g r e a t e r  than $35 per month) .

Househo ld AFDC GRM APA MN (133 1/3%)

1 Person $150 $235 /
$300

$335/
$414

$466.55

2 Adu lt s $335 /
$400

$502/ - .  , 
, $603 ^

_^$466 .55  1

1 Adu l t ,
1 C h i l d

$350 $300 $466.55

1 Adu l t ,  $450
3 Ch i l d r e n

$400 $600



TABLE 2

Average Ranking o f  S e l e c t e d  Med ica id  
O p t i o n s  by Type o f  P u b l i c  A s s i s t a n c e  C l i e n t

R e c i p i e n t s  o f  Adu lt  R e c ip i e n t s  o f  Aid to
Rank P u b l i c  A s s i s t a n c e  F am i l i e s  w i i h  Dependent C h i l d r e n

1st P r e s c r ib ed  Drugs P re s c r ib ed  Drugs

2nd Adu l t  Denta l  S e r v i c e s  Adu lt  Dental  S e r v i c e s

3rd Dentures  Ph ys ic a l  Therapy and
Re la ted  S e r v i c e s

4th Ph y s i c a l  Therapy and Dentures
Re la ted  S e r v i c e s

5th Hearing Aids J C h i r o p r a c t o r ' s  S e r v i c e s

6th P r o s t h e t i c  D ev i c e s  Hear ing Aids 1

7th C h i r o p r a c t o r ' s  S e r v i c e s  P r o s t h e t i c  Dev ices

8th P r i v a t e  Duty Nurs ing P r i v a t e  Duty Nurs ing

9th P o d i a t r i s t ' s  S e r v i c e s  P o d i a t r i s t ' s  S e r v i c e s

10th Care for P a t i e n t s  65 or Care for P a t i e n t s  65 or
Over in T u b e r c u l o s i s  Over in , ; b e r c u l o s i s
I n s i t u t i o n s  I n s t i t u t i o n s

* Hearing ahh, at the tone the AuAvey w o a  conducted, were not included
in the coverage prograjn o ^ e red t o  a l l  M ed i c a id  c l i e n tA .  An interpretation 
0(5 Medicaid law and regulation by federal o^icialA allowed hearing aidA 
to be covered a.4 part. 0|5 the tAeatment 0(5 Apeech, hearing, and language 
diAordeAA option. ThiA policy change uxiA implemented by the Division 0(5 
Public A n i i t a n c e  in November.



M E D I C A I D  O P T I O N A L  S E R V I C E S - - I N C L U D I N G  T H O S E

N O T  C U R R E N T L Y  C O V E R E D  BY T H E

A L A S K A  M E D I C A I D  P R O G R A M

T h e  f o l l o w i n g  is a list o f  all o p t i o n a l  s e r v i c e s  u n d e r  t h e  M e d i c a i d  

p r o g r a m .  O p t i o n a l  s e r v i c e s  m a y  be s e l e c t e d  b y  the i n d i v i d u a l  s t a t e s  for 

i n c l u s i o n  in t h e i r  M e d i c a i d  p r o g r a m  if a s t a t e  d e c i d e s  to m a k e  t h o s e  

s e r v i c e s  a v a i l a b l e  to all c a t e g o r i e s  e l i g i b l e  for t h e  b a s i c . M e d i c a i d  

c o v e r a g e .  A  b r i e f  d e s c r i p t i o n  o f  e a c h  o p t i o n  is p r o v i d e d  b e l o w  f o l l o w e d  

b y  a c o m p a r i s o n  o f  o p t i o n a l  s e r v i c e s  t h a t  ar e  o f f e r e d  in A l a s k a ,  Idaho, 

O r e g o n  a n d  W a s h i n g t o n ,  t h e  f o u r  s t a t e s  c o m p r i s i n g  f e d e r a l  R e g i o n  X.

T h o s e  s e r v i c e s  c o v e r e d  i n  A l a s k a  a r e  i n d i c a t e d .

(1) P o d i a t r i s t  s e r v i c e s . M a n i p u l a t i o n  o f  th e  feet a n d  t r e a t m e n t  o f  

c o r n s ,  b u n i o n s ,  c a l l o u s e s ,  e t c . ,  b y  a l i c e n s e d  p o d i a t r i s t .

(2) O p t o m e t r i c  s e r v i c e s . C o v e r e d  u n d e r  A l a s k a  M e d i c a i d .

(3) C h i r o p r a c t i c  s e r v i c e s . T r e a t m e n t  b y  a l i c e n s e d  c h i r o p r a c t o r  

l i m i t e d  to m a n u a l  m a n i p u l a t i o n  of t h e  spine.

(4) O t h e r  p r a c t i t i o n e r  s e r v i c e s . N a t u r o p a t h s ,  h o m e o p a t h s ,  h e r b a l i s t s ,

f a i t h  h e a l e r s .

(5) P r i v a t e  d u t y n u r s i n g . C a r e  b y  a r e g i s t e r e d  n u r s e  o r  l i c e n s e d  

p r a c t i c a l  n u r s e  u n d e r  a p h y s i c i a n ' s  s u p e r v i s i o n  in h o m e ,  h o s p i t a l  o r  n u r s i n g  

f a c i l i t y  w h e n  a p e r s o n  r e q u i r e s  e x c e p t i o n a l  i n d i v i d u a l  a n d  c o n t i n u o u s  care.

(6) C l i n i c  s e r v i c e s . U n d e r  the A l a s k a  M e d i c a i d  p r o g r a m  t h i s  is 

c u r r e n t l y  l i m i t e d  to s t a t e - o p e r a t e d  a n d  s t a t e - f u n d e d  c o m m u n i t y  m e n t a l  

h o a l t h  c l in i c s .  T h i s  o p t i o n  c o u l d  a l s o  i n c l u d e’ su c h  o t h e r  s e r v i c e s  as 

h e a l t h  c a r e  c l i n i c s ,  a l c o h o l i s m  t r e a t m e n t  c e n t e r s ,  a m b u l a t o r y  s u r g i c a l  

c e n t e r s ,  an d  rural h e a l t h  c a r e  c l i n i c s .  R ur a l  h e a l t h  c l i n i c s  ar e  n o w  

a m a n d a t o r y  s e r v i c e  p u r s u a n t  to P u b l i c  Law 9S-210.

m



(7) P h y s i c a l  t h e r a p y . P h y s i c i a n - p r e s c r i b e d  s e r v i c e s  p r o v i d e d  b y  a 

l i c e n s e d  or c e r t i f i e d  p h y s i c a l  t h e r a p i s t  ( d e p e n d i n g  u p o n  s t a t e  l i c e n s i n g

p r o c e d u r e s ) .

(S) O c c u p a t i o n a l  t h e r a p y . P h y s i c i a n - p r e s c r i b e d  s e r v i c e s  p r o v i d e d  b y  a 

l i c e n s e d  o r  c e r t i f i e d  o c c u p a t i o n a l  t h e r a p i s t  ( d e p e n d i n g  u p o n  s t a t e  l i c e n s i n g  

p r o c e d u r e ? ) .

(9) S e r v i c e s  fo r  s p e e c h ,  h e a r i n g ,  an d  l a n g u a g e  d i s o r d e r s . I n c l u d e d  u n d e r  

t h e  A l a s k a  M e d i c a i d  p r o g r a m .

(10) P r e s c r i b e d  d r u g s . C o v e r e d  b y  s t a t e - o n l y  G e n e r a l  R e l i e f  M e d i c a l .  A l a s k a  

is on e  o f  o n l y  tw o  s t a t e s  w i t h o u t  M e d i c a i d  c o v e r a g e  f o r  t h i s  o p t i o n .

(11) D e n t u r e s . R e p l a c e m e n t  o f  a full o r  p a r t i a l  s e t  o f  teeth.

(12) P r o s t h e t i c  d e v i c e s . P h y s i c i a n - p r e s c r i b e d  r e p l a c e m e n t ,  c o r r e c t i v e  

o r  s u p p o r t i v e  d e v i c e s  t h a t  a r t i f i c i a l l y  r e p l a c e  a m i s s i n g  p a r t  o f  t h e  

b o d y ,  to p r e v e n t  d e f o r m i t y  o r  m a l f u n c t i o n ,  t o  s u p p o r t  a w e a k  o r  d e f o r m e d  

p o r t i o n  o f  th e  b ody.

(13) E y e g l a s s e s . C o v e r e d  b y  A l a s k a  M e d i c a i d .

(14) O t h e r  d i a g n o s t i c ,  s c r e e n i n g ,  p r e v e n t i v e  a n d  r e h a b i l i t a t i v e  s e r v i c e s . 

I d e n t i f i c a t i o n  o f  i l l n e s s ,  i n j u r y  o r  o t h e r  h e a l t h  d e v i a t i o n ;  p r e v e n t i v e

a n d  r e h a b i l i t a t i v e  s e r v i c e s  to r e s t o r e  p a t i e n t  to f u n c t i o n a l  level.

(15) S e r v i c e s  to i n d i v i d u a l s  o v e r  65 y e a r s  o f  a g e  in i n s t i t u t i o n s  for

t u b e r c u l o s i s . F a c i l i t y  p r o v i d i n g  s e r v i c e s  c o u l d  b e  IGF, S N F  o r  i n p a t i e n t  

h o s p i t a l .

(16) S e r v i c e s  to i n d i v i d u a l s  o v e r  65 y e a r s  o f  a g e  in i n s t i t u t i o n s  f o r  

'me n t a l d i s e ases, (a) I n p a t i e n t  p s y c h i a t r i c  c a r e  f o r  p e r s o n s  o v e r  65 is

c o v e r e d  u n d e r  the A l a s k a  M e d i c a i d  p r o g r a m  (b) ICF and S N F  c a r e  f o r

p e r s o n s  o v e r  65 w i t h  m e n t a l  d i s e a s e s  is n o t  c o v e r e d  in A l a s k a .  U n d e r

t h i s  p r o v i s i o n ,  it w o u l d  be p o s s i b l e  to p r o v i d e  n u r s i n g  c a r e  f o r  p e r s o n s  

w i t h  m e n t a l  d i s a b i l i t i e s  w h o  m a y  n o t  o t h e r w i s e  q u a l i f y  f o r  n u r s i n g  c a r e

d u e  to a lack o f  p h y s i c a l  h e a l t h  p r o b l e m s  r e q u i r i n g  n u r s i n g  h o m e  c a r e.
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(17) I n t e r m e d i a t e  c a re f a c i l i t i e s  ( I C F ) . C o v e r e d  u n d e r  the A l a s k a  M e d i c a i d  

p r o g r a m .

(18) I n p a t i e n t  p s y c h i a t r i c  s e r v i c e s  f o r  p e r s o n s  u n d e r  22 y e a r s  o f  a g e .

C o v e r e d  b y  t h e  A l a s k a  M e d i c a i d  p r o g r a m .

(19) T r a n s p o r t a t i o n . C o v e r e d  u n d e r  t h e  A l a s k a  M e d i c a i d  p r o g r a m .

(20) S e r v i c e s  by C h r i s t i a n  S c i e n c e  n u r s e s .

(21) S e r v i c e s  b y  C h r i s t i a n  S c i e n c e  S a n a t o r i a .

(22) S k i l l e d  n u r s i n g  f a c i l i t y  c a r e  (SNF) f o r  p e r s o n s  u n d e r  21 y e a r s  

o f  a g e . C o v e r e d  b y  t h e  A l a s k a  M e d i c a i d  p r o g r a m .

(23) E m e r g e n c y  h o s p i t a l  s e r v i c e s . C o v e r e d  u n d e r  t he  A l a s k a  M e d i c a i d  p r o g r a m .

(24) D e n t a l  s e r v i c e s . A d u l t  d e n t a l  s e r v i c e s  ar e  n o t  c o v e r e d  b y  M e d i c a i d  

in A l a s k a .

(25) P e r s o n a l  c a r e  s e r v i c e s. P h y s i c i a n - o r d e r e d  s e r v i c e s  p r o v i d e d  to a p e r s o n

in t h e i r  h o m e  b y  a n o n - r e l a t i v e  a n d  s u p e r v i s e d  b y  a r e g i s t e r e d  n u r s e .

(26) I n t e r m e d i a t e  c a r e  for t h e  m e n t a l l y  r e t a r d e d  and p e r s o n s  w i t h  

r e l a t e d  c o n d i t i o n s  (ICF/M'I). C o v e r e d  u n d e r  the M e d i c a i d  p r o g r a m  in A l a s k a .



1 G 8 9 C  S T R E E T ,  SU IT E 230,  A N C H O R A G E . A L A S K A  9 9 5 0 1  P H O N E  2 7 6  8 9 8 9

R E G I O N A L  H E A L T H  D I R E C T O R S  

M a i l i n g  L i s t  

R e f e r e n c e  # A 7 9 - 1 0 5 0

M i k e  M a r t i n  - A c t i n g  H e a l t h  D i r e c t o r  

A L E U T I A N - P R I B I L O F  I S L A N D  A S S O C . ,  I N C .  

1 6 8 9  "C" S t r e e t ,  2 n d  F l o o r  
A n c h o r a g e ,  A K  9 9 5 0 1  

P H O N E :  2 7 6 - 2 7 0 0

R o b e r t  C l a r k
B R I S T O L  B A Y  A R E A  H E A L T H  C O R P O R A T I O N  

P . O .  B o x  1 0 2 3 5  
D i l l i n g h a m ,  A K  9 9 5 7 6  

P H O N E :  8 4 2 - 5 2 6 6

B a r b a r a  L e w i s  - H e a l t h  D e p a r t m e n t  

C O O K  I N L E T  N A T I V E  A S S O C I A T I O N  

6 7 0  W e s t  F i r e w e e d  L a n e  

A n c h o r a g e ,  A K  9 9 5 0 3  

P H O N E :  2 7 8 - 4 6 4 1

B i l l i e  P e t e r s  - H e a l t h  D i r e c t o r  
C O P P E R  R I V E R  H E A L T H  A U T H O R I T Y  

D r a w e r  H
C o p p e r  C e n t e r ,  A K  9 9 5 7 3  
P H O N E :  8 2 2 - 3 5 2 1

F r a n k  P e t e r s o n  - E x e c u t i v e  D i r e c t o r  
K O D I A K  A R E A  N A T I V E  A S S O C I A T I O N  

P . O .  B o x  1 7 2  

K o d i a k ,  A K  9 9 6 1 5  
P H O N E :  4 8 6 - 5 7 2 6

H o w a r d  M o n r o e
M A U N E L U K  A S S O C I A T I O N

P. O .  B o x  2 5 6
K o t z e b u e ,  A K  9 9 7 5 2

P H O N E :  4 4 2 - 3 3 1 1  o r  4 4 2 - 3 3 1 2

E J l e n  P a g a n o  - H e a l t h  D i r e c t o r

T H E  N O R T H  P A C I F I C  R I M

9 0 3  W. N o r t h e r n  L i g h t s ,  S u i t e  2 0 3

A n c h o r a g e ,  A K  9 9 5 0 3
P H O N E :  2 7 6 - 2 1 2 1

E l i s e  J a t k o t a k  - E x e c u t i v e  D i r e c t o r  
N O R T H  S L O P E  B O R O U G H  H E A L T H  C O R P O R A T I O N  

P . O .  B o x  69 
B a r r o w ,  A K  9 9 7 2 3  

P H O N E :  8 5 2 - 3 9 9 9

B i l l  D a n n  - E x e c u t i v e  D i r e c t o r  
N O R T O N  S O U N D  H E A L T H  C O R P O R A T I O N  

P . O .  B o x  9 6 6  

N o m e ,  A K  9 9 7 6 2  

P H O N E :  4 4 3 - 5 4 1 1

N e i l s  C e s a r  - E x e c u t i v e  D i r e c t o r  
S O U T H E A S T  A L A S K A  R E G I O N A L  H E A L T H  C O R P .  

P . O .  B o x  2 8 0 0  
J u n e a u ,  A K  9 9 8 0 3  

P H O N E :  7 8 9 - 2 1 3 1

P a u l  S h e r r y  - H e a l t h  D i r e c t o r  
T A N A N A  C H I E F S  H E A L T H  A U T H O R I T Y  

F i r s t  & H a l l  S t r e e t s  - D o y o n  B u i l d i n g  

F a i r b a n k s ,  A K  9 9 7 0 1  
P H O N E :  4 5 2 - 8 2 5 1

J i m  M a r t i n  - A d m i n i s t r a t i v e  D i r e c t o r  
Y U K O N - K U S K O K  7IM H E A L T H  C O R P O R A T I O N  
P . O .  B o x  5 2 8  

B e t h e ] , A K  9 9 5 5 9  
P H O N E :  5 4 3 - 3 3 2 1

1 0 / 2 6 / 7 9

p b m

A L E U T I *  < Pl MBI LGF I SI A. NQ a s s c :  ■
B R I S T O L  B A V A H t A M f A j H  C O R P O R A T E ' .  

C O O K  I N L E T  N A T I V E  a s s o c ; a t .

COPPE R RI VE A N A T r .  E ACCCC AT '

» ; c :  - •  A \ A  T i \ E  Af.FOC i A T i r

! *A L  ' . t  . U f .  A L  -  w I A  

T-E NQK-rt r ;<* r K."
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N O A T O N  :  C ’J N D  Hr  A L T r l  C C R P O A A T I O  .
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or tuberculosis not otherwise expressly 

^ceed or granted by law.
î35o§101

[1953 c.20-i §6; renumbered 414.860 and
eS553'0]



780 ADULT AND FAMILY SERVICES; CORRECTIONS

tion project entered into under ORS 411.135 
special rates may be established.

(2) No premium or other periodic charge 
on any policy of insurance, health care service 
contract, or medical or hospital sendee con­
tract shall be paid from available medical 
assistance funds unless the insurer or contrac­
tor issuing such policy or contract is by law 
authorized to transact, business as an insur­
ance company, health care sendee contractor 
or hospital association in this state.
[1967 c.502 §10; 1975 c.509 §6]

414.135 Contracts with direct provid­
ers o f care and services. The Adult and 
Family Services Division may enter into 
nonexclusive contracts under which funds 
available for medical assistance may be 
administered and disbursed by the contractor 
to direct providers of medical and remedial 
care and services available under medical 
assistance in consideration of sendees ren­
dered and supplies furnished by them in 
accordance with the provisions of this chapter. 
Payment shall be made according to the rules 
of the division pursuant to the number of days 
and the fees, charges and costs established 
under ORS 414.065. The contractor must 
guarantee the division by written acknowledg­
ment:

(1) To make nil payments under this 
chapter promptly but not later than 30 days 
after receipt of the proper evidence establish­
ing the validity of the provider's claim.

(2) To'provide such data, records and 
reports to the division as may be required by 
the division.
[1967 c.502 §11]

414.145 Implementation o f ORS 
414.115 to 414.135. The provisions of ORS
414.115, 414125 or m i. 't s  shall 1- imolM.
. I I.Tl - 1 ,•-? - P —  . . . r  II , I a| . . I . . r .1 M II | • -
I f  •[>>( I’  i l l - i l l  rfiHl, - l ie n  II * •» 1.- • * |. Ml w ill
provide comparable benefits at equal or Iraa 
enst thnn provision thereof by direct payments 
by the Adult and Family Services Division to 
the providers of medical assistance.
[1967 c.502 §1 la; 1975c.401 §3J

MEDICAL ADVISORY 
COMMITTEE

414.205 Medical advisory committee.
(1) A medical advisory committee is estab­
lished, consisting of not more than 15 mem­
bers to Lv appointed by the Governor from 
among persons in the health professions,

providers of medical and remedial care zsA 
services and the general public. In. making his 
appointment, the Governor shall consult v.yj 
appropriate professional and other interested 
organizations.

(2) Members shall serve at the pleasure cf 
the Governor. -- j

(3) Members of the advisory coaunir.ee 
shall receive no compensation for their serv­
ices, but subject to any applicable state law, 
shall be allowed actual and necessary travel 
expenses incurred in the performance of their 
duties from the Public Welfare Account.
[1967 c.502 §18] - ;•

414.210 [1957 c.692 §1; repealed by 1953 c.631 §2’,

414.215 Duties of committee. Tbs 
medical advisory committee shall advise the 
Adult and Family Services Division cn:

(1) Health and medical care and sendees 
to be provided pursuant to this chapter.

(2) Matters referred to it for study by the 
division.
[1967 c.502 §19]

414.220 (1957 C.G92 §2; repeal*! by 1953 cG31 §2j

414.225 Division to consult with and 
assist committee. (1) The Adult ar.d Family 
Services Division shall consult with the medi­
cal advisory committee concerning the deter­
minations required under ORS 414.035.

(2) The division shill proud*-, secretarial 
services to the medical advisory committee.
[1967 c.502 §20]

414.230 (1957 c.692 §5; repealed by 1953 c631 §21
414.1WO [1957 c 692 §3; regaled by 19G3c.63l [2i
414.250 [ 1957 c.692 §4; rep.-alwl by 1953 c631 {2!
414.200 [ 1957 c.692 §B; repcnlod by 19u3 c.631521
414.270 [1957 c.692 §7(11; rvoeabd by 1S*>3 c.631 !2’

I § * ’ 1 I-»T • ' t  **» '", * * '  •-.? .T  1 •

-* I | i *̂ 7 k' .'wr*-*ri **y
414.300 [19-37 c.692 §0; rep en t by lf«3 :.631 §2)

MISCELLANEOUS

414.305 Payment of cost o f medical 
care for  institutionalized persons. (1) l re 
Adult and Family Services Division is hereby 
authorized to pay the cost of care for patients 
within Mental Health Division institution5 
under the medical assistance program esD1-*- 
lished by this chapter.

(2) All moneys received by the Mental 
Health Division from the Adult ar.d Family
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New Date for Annua! Meeting
The annual meeting will be held on April 1, 1980 at the 

Pioneer Schoolhouse at 3rd and Eagle. The time of the meeting 
is set for 7:00 p.m. The primary business of the meeting will 
bo the election of new members to tho Board of Directors. 
Ballots and numbered envelopes are included in this newsletter: 
each number coincides with a member's name. PlaaBe return 
your ballot in the designated envelope so we can ensure that 
each member votes only once. Ballots will be counted 
the night of tho meeting. If you can't attend tho mooting to 
voice your concerns about tho direction taken by AkPIRG during 
tho past year, mail your ballot anyway. The election of an 
informed and dynumic Board of Directors is crucial to the well­
being of AkPIRG.

Mike Ireton: 
Volunteer of the Year

Miko Ireton has been selected as Outstanding Volunteer 
for the year 1979 and will bu honored at the University Af­
filiates Voluntoer of the Year Award Presentation on March 21. 
Mike has put in an inrredlblo numbor of hours working for 
AkPIRG and tho onliro staff and Board of Directors thank him 
warmly.

Thanks also to aII AkPIRG volunteers for the gonorous 
donation of thoir time and ouorgios. Volunteers are always 
needed and appreciated; If anyone is intorostod in participa­
ting as a volunteer, please call 278-3(191.

The Alaska Public Interest Research Group nowslottor is 
available to uny AkPIRG mombor. Tho subscription price is in­
cluded in Ihe membership duos: $10 for individuals, $25 for 
institutions or businosses. and $5 for parsons on limited in­
comes. The Alaska Public interest Research Group is a non­
profit citizens group, tax exempt undor 501(c||3) of tho Internal 
Rovonuo Code.

AkPIRG offices are located al 513 Wust Seventh Avenue, 
Anchorage, Alaska. Tho mailing address is P.O. Box 1093, 
Anchorage. AK 99510. The phono numbor is 278-3601.

Gommonts on Ihe newsletter, or any other aspect of AkPIRG 
activities aro appreciated.

Editor: Laurie H. Otto.
Typography by Visible Inc., Anchorage, AK.

Oil Rig Discrimination
A legislative investigation of charges of discrimination 

against women in oil rig hiring practices was initiated March 5 by 
Speaker of tho House Terry Gardiner. The need for an inves­
tigation was brought to light by OIL WATCH, a recently formed 
cltizens-group which monitors all aspects of oil development in 
Alaska. The investigation will bo conducted by the Commerce 
Committee, which is chaired by Prod Brown, D-Fairbanks.

In mid-November. Jim Bounds, member of Hotel. Restaurant, 
and Construction Camp Employees Union Local 878, came to 
Oil, WATCH and told them that ho had ovidonco that Amoco 
Production Company and Union Oil wore responsiblu for dis­
crimination against women. Bounds said that womon in the cul­
inary workers’ union who had faithfully paid thoir union dues 
wore waiting in tho hiring halls, but not being dispatched for 
jobs for which they wore qualified. Many of thoso womon wore 
on the union's "A" list, the top list of those waiting for jobs, 
while men lower on the lints or even outside tho union were 
being disputchod instead, sometimes secretly.

The union is under contract to Universal Services In­
corporated International (USI) to supply the labor promised by 
US1 in its own contra,.! with Amoco anc, Union Oil to do 
culinary work on their platforms in Cook Inlet. Whon Bounds 
osknd officials in his union why no women were being dis­
patched, he was told that the contractor, USI. had warnod the 
union not to send womon out on dispatch on penalty of losing 
tho USI conlracl. USI would apparently go with non-union labor 
if it had to. just to ovoid Bonding women out to tho platforms. The 
union officials oxplninud that they had boon told by USI 
people that a similar throat was in turn coming down on USI 
from Amoco and Union Oil. Apparently, tho oil companies 
had told USI not to sond women out to Ihoir platforms, or 
else USI would lose its contract with tho companies. So, to hold 
onto its contract with Amoco and Union Oil, IJS1 had decided 
to comply with thoso companies' requests not to sond woman 
out to the platforms in filling culinary jobs.

Mr. Bounds' evidence was primarily a series of taped tele­
phono convorstions between himself and officers of Amoco, 
Union Oil, and the field supervisor of their catering sub­
contractor. USI. An excerpt from the transcript of ono of tho tapes 
is presented below. The excerpt is from a conversation between 
Jim Bounds and Bob Gurnand, who is a field supervisor in 
the Konai area for USI

|im  Hounds: Here’s what it boils down to: in other words, 
the oil companies come to the catering companies and say, "Wo 
don't want no womon out there on them jobs," right?

Hob G urnund: That's—well, more or less.
Jim Hounds: Then tho catering companies go to the union 

and the entering companies toll the unions that, "We absolutely 
don’t wont no women out t'naro on them jobs, and if you want 

(continued on page -I)



Health Care Survey: Doctors and Medicaid
A survey of 113 Anchorage doctors was conducted in order 

to determine the percentage of Anchorage physicians presently 
accepting Medicaid recipients as patients. The surveyors, 
posing as prospective patients, called each physician’s office in 
an attempt to schedule an appointment. After it had been 
determined if the physician had any openings available, the 
method of payment was discussed. The conversation ws specifi­
cally structured this way. in order to provide an indication 
of the extent to which the method of payment altered ac­
cessibility to health care.

The results of the survey are delineated in the accom­
panying chart. The percentage break-down is as follows: 
Pediatrics 40% of the doctors will accept Medicaid coupons. 
60% will not; OB/GYN 6% will accept, 94% will not; Family 
Practice 27% will accept. 73% will not; internal 52% will 
accept. 48% will not; carojology 100% will not accept: 
radiology 100% will accept. The chart clarifies the results, 
for example, cardiologists are not accepting Medicaid coupons, 
but they will accept as little as $1.00 per month as payment.

The survey clearly shows the existence of a problem lor 
Medicaid recipients seeking medical care. The brunt of the prob­
lem falls on women and children, not only because fewer 
pediatricians, obstetricians and gynecologists accept Medicaid 
patients, but also because most Medicaid patients ore women 
and children. For example, in November 1979. 8,418 adults 
wore eligible for Medicaid in Alaska: 6,193 of the total were 
women. The total number of Medicaid eligible children was 
9,998.

There are no existing public facilities in Anchorage which 
provide prenatal care. There are no OB/GYN’s in Anchorage 
who accept new Medicaid recipients needing gynecological caro

as patients: only one Anchorage OB/GYN will accept new 
Medicaid patients for obstetrical care. It has Deen suggested 
that those women in need of, and without access to. OB and/or 
GYN care elicit the assistance of a family practitioner. Pre­
sently 73% of the family practitioners will not accept coupons 
as the method of payment.

It has further been suggested that poor people use the 
emergency room as a recourse to health care. This is a non­
solution; the function of an emergency room is crisis-oriented, 
it is not designed to provide on-going care. At Providence 
Hospital, business personnel estimate that up to 30% of the pa­
tients using the emergency room are Medicaid recipients. 
Reportedly, the number of recipients using the emergency 
room has incrementally increased as the number of doctors 
willing to accept coupons has decreased.

Physicians who have elected to exclude patients from health 
care base their refusal on claims that they receive unsatis­
factory pavmont for their services from Medicaid and that the 
reimbursements they do receive are untimely. It is also felt 
that the state requires an excessive amount of paperwork 
before reimbursements are approved. Doctors further claim 
that they owe no ethical obligation to the poor.

Although the state has encountered numerous difficulties 
in making timely Medicaid payments, the recent implementation 
of a new computer system has succeeded in processing the 
vast majority of all pending claims.

Poor people, still waiting in long lines at the welfare of­
fice to procure Medicaid coupons, continue to lack accessible 
health caro. As one recipient complained to a staff person at 
the welfare office, coupons in hand. “What am 1 supposed 
to do with those, if no doctors in town will take them?"

Availability of Health Care to Medicaid Recipients: 

Jan./Feb. 1980 Telephone Survey

I
Will accept all forms of pay­
ment including medicaid

II
Will not accept new medicaid 
patients/info on established 
caseload n/a

III
Will not accept new medicaid 
patients; hut carries an estab­
lished medicaid caseload

IV
Not accepting any new patients

OB/GYN
Eastburn, Lydia Gills, R a y m o n d  E. 

Nist, Rich ar d  

Ekvall, David L. 

Ivy, W i l l i a m  1/ 

Ferucci, L e o n a r d  1/ 

Newton, B u r r i t  1/ 

Orren, J e r r y  

Wallner, C h a r l e s  

Stransky, G e o r g e  

Curtis, R i ch a r d

Hanson, H e d r i c  Compt o n ,  Williac' 

Erkman, J o h n  

Renn, C l a i r e  

Gibson, H am

PEDIATRICS

Keller, R. Li l l i bridqe, C l i n t o n Kiehl, P h y l l i s
Tower, J oh n  C. 

Witt, Mar i an  

Zartman, Harvey 

Martin, Sarah

Nesbitt., J a m e s  Jr. 

Roberts, Dion 

P. Schrie v e r ,  G e r r y  

Hatton, E l i z a b e t h  

Patterson, J a m e s  

Larson, W i l l i a m  1/

W a l l i n q t o n , J e a n n e



FAMILY PRACTICE
Agnew, M a r k A rbow, D o n a l d St. John, C h a r l e s
Myers, R o b e r t  C. J ones, L e i a n d Bosveld, R o b e r t
Sydnam, N a n c y  E. 2/ Laufer, K e n n e t h Foland, M a r y  A n n

M a n w i l l e r , C h a r l e s K i e s sl i n g ,  B r u c e Wieland, T y r o n
Jones, W a r r e n  3/ Taylor, R i c h a r d

B i llings, R o b e r t Cates, V e r n o n

Feirtag, M a r y Romig, H o w a r d  C.

Martin, A s a M o n l u x , G e o r g e
Lindhal, j ames Mosl ey ,  C h a r l e s

Su t h e r l a nd ,  R i c h a r d Pe r sons, J e a n  C. 

Jackson, M a r c e l l  

B u r gess, J o a n  

Bryan, H a r o l d  

Co r mack, A l l a n  

Nolan, P a t r i c k  

Smith, J o h n  

Coly a r ,  A. B. 1/ 

Morg a n ,  R o y c e  1/ 

Olsen, H a r r y  1/ 

Lang, T h o m a s  1/

INTERNAL MEDICINE

Watson, III, J a m e s Behymer, G. W. Whaley, R o b e r t B u c h a n a n , Richard
Webb, D a l e  4/ Steer, P a u l S c h l o s s t e i n ,  Le e
Ames, J o h n Hall, R ob e r t B r o w n s b e r g e r , K e i t h  6/
Hemry, D a v i d Peach, D a v i d Witt, R i c h a r d  6/
Fish, W i n t h r o p Morris, A n n Wilson, R o d m a n  6/
P.urtis, B u f f i n g t o n Morr i s ,  G e r a l d

Sonneborn, D a v i d P r i n c i v i l l e ,  T h o m a s

Armstrong, M i c h a e l B l a n k i n s h i p ,  G i l b e r t  5/

R a g l e  W i l l i a m

Wilkins, R o b e r t

Archer, G a r y

B e e chman, S h e r m a n

Austin, S t a n l e y

Stewart, G e o r g e

RADIOLOGY
Gibbons, J o h n

Hall, R a n dolph

Hendries, Zeke

Pister, J a m es

Coyle, M a u r i c e  J.

Kottra, J o h n

Sternhagen, C h a r l e s

CARDIOLOGY
Baldauf, J a m e s  5/

Bustad, L e o  5/

Footnotas:
1/ Cash only 
21 Limited amount
3/ Will not take coupons for O.B. caro 
41 For cancer patients only
51 Will not accept medicaid coupons: will accept minimal monthly 

cash payments (i.e.: $1.00/mo.)
61 Does have established medicaid caseload



Oil Rig,i Icont. from pope 11
the contract, you don't send no women out there,” right?

Bob Gurnand: Well, that’s just what the Union Oil Company 
man told me. He said if I send a woman out there, he's 
going to send her right back to us, and we lose the contract. 
And the union up there knows too. goddamnit.

After reviewing Jim Bounds’ tapes, members of OIL WATCH 
interviewed and took sworn affidavits from other members of 
Local 878. One individual, Ruth Callan. gave particularly com­
pelling testimony. Ms. Callan has lived in Alaska for thirty- 
three years and has been an officer of the Ho‘el, Restaurant 
and Construction Camp Employees Union, Local 878. since 1955. 
She served as a member of Local 878's Elective Board for ten 
years, including one term as President. For the past twenty 
years she has been a delegate to the Central Labor Council. 
She currently serves as Vice-President of the State Labor Council.

Ms. Callan has served as both head business agent and 
Secretary-Treasurer of Local 87B. She stated in a sworn 
affidavit:

While I was Secretary-Tr asurer of Local #878, Bob Ryan, 
the head of USI in Alaska, told me that USI would lose its 
contract with the oil companies if women were sent out to 
the rigs, He said that one reason for this was the lack of 
"facilities” for women, meaning the lack of separate 
bunking and bathroom facilities.
It is interesting to note that both Bob Gurnand and Ruth 

Callan, in her affidavit, mentioned the dispatch of Dorothy 
Jackson, and the oil company's subsequent refusal to accept a 
woman dispatch on its rig. Ruth Callan stated:

In May of 1979, USI called the Local for a bull cook which 
they needed by 5:00 p.tn. I was told that if a woman answered 
the call that I should tell her that she would have to bunk 
and sleep with the men and use their same latrino fncili 
ties. This was intended to discourage a woman from ac­
cepting tho dispatch. They didn't figure on Dorothy Jackson 
though. She said she didn't care, she was broke. I notified 
USI. Bob Ryan told me not to dispatch her because she 
was a woman. I replied that I was not going to refuse her 
a dispatch because she was a female. Bob Rvnn told me 
that he would have to find some wav to keep her off the 
rig. When Dorothy Jackson got to USI she was told that the 
dispatch was cancelled because the USI employee who 
had been schoduled to take R&R had changed his mind. Bob 
Ryun called me and snid that I had cost some other union 
member his Job because I had dispatched a woman. He 
told me that if tho union dispatched women, the nil 
companies would end their USI contract and hire some 
non-union outfit that hired only men.

Bob Gurnand's version goes as follows:
Gurnand: Well. I'll tell you hero a whilo bock I got into a 
situation with Union Oil Company, and I called Anchorage 
for a bull cook. So they put it on the open call in the 
union hall, and a woman took it. So they called me back 
and told me that a woman had taken the dispatch and I 
said "...Don't sond her down there," I said, "...because 
they won’t let her out there." So this was explained to 
the gal that look the dispatch, that there wasn't separate 
facilities and all this stuff for her, you know, and she was 
going to—she insisted on taking the dispatch and coming. So 
the Anchorage office called mo back and they wanted mo to 
call out thorn and explain the situation to the Union Oil 
Company people. I called out there, and you know what 
they told me?
Bounds: No
Gurnand: He said, “You send a womon out there, you 
lose the catering contract, and we'll go to a non-union 
contractor."

Union Oil Company dismissed Bounds’ evidence by saying 
the whole thing was ridiculous. Union did confirm, however, 
that only one of the fourteen platforms in Cook Inlet had any 
women on it working in culinary positions. They asserted 
that women didn’t want jobs on the platforms, since the condi­
tions were "...awfully rough on a gal, and most gals prefer to 
work elsewhere."

Amoco has not responded to Eounds' charges: however, 
they also confirmed that only one of fourteen platforms has 
a women currently working on it in a culinary position. Amoco 
assert'd that to build separate facilities for women would be 
to discrimate against men.

The Alaska State Commission on Human Rights was asked 
to investigate this matter. The Director of the Commission, Neil 
Thomas, declined to initiate an investigation. Although Mr. 
Thomas acknowledes that this matter comes under the juris­
diction of the Commission, he has advised OIL WATCH that 
the Commission's present level of funding and its current 
caseload prevent him from investigating a matter which, 
under more favorable conditions, he would undertake.

The National Labor Relations Board was also asked to 
investigate, but the Board has the authorization to investigate 
only union matters—not oil companies or their sub-contractors.

The legislative investigation is expected to t  mg forward 
witnesses and victims of discrimination who have until now been 
unsure of where to go. OIL WATCH is continuing its indepen­
dent investigation and will be aiding the committee in its 
legislative inquest.

Alaska Legislative Information
Tho following teleconferences have been scheduled to allow 

constituents the chance to discuss the issues with thoir legis­
lators. For more information contact vour local Legislative Affairs 
office. The phone number in Anchorage is 278-3888

March 10: Anderson, Hohman at 7:00 p.m., Dillingham, 
842-5319.

March 11: Interior Delegation fit 7:00 p.m., Fairbanks 
452-4448.

March 12: District 12 nt 7:00 p.m., 1024 fith St. Anchorage.
March 13: District 10 at 7:00 p.m. 1024 6th St. Anchorage.
March 17: Hohman at 2:30 p.m., Bethel, 543-3541.
March IB: Interior Delegation at 7:00 p.m., Fairbanks, 

452-4448.
March 19: Carney at 6:00 p.m., Mat-Su Office. 378-3704. 

Mulcohey. Zhnrnff nt 7:00 p.m.. Kodiak. 486-4881.
March 20: District 9 at 7:00 p.m.. 1024 6th St. Anchorage.
March 24: District 13 at 7:00 p.m., Konai, 264-9364.
March 25: Interior Delegation at 7:00 p.m., Fairbanks, 

452-4448. District 8 at 8:00 p.m., Mt. View Library.
March 26: District 7 at 5:00 p.m., 1024 6th St. Anchorage. 

Munson at 7:30 p.m., 1024 6th St.. Anchorage.
March 27: District 8 at 7:00 p.m.. Eagle River Library.

Individual memberships play an important role in main­
taining the vitality of AkPIRG. M embership renew als 
allow AkPIRG to continue its effective and responsive 
representation of the in terests of Alaska's citizens. 
During this coming month AkPIRG will attem pt to 
contact those persons whose m emberships have lapsed. 
Please renew! For all members who have moved, please 
let us know your current address, so we can Keep 
you informed of AkPIRG's ongoing activities.



TO:

Thursday March 20, 1980 

Reps. Buchholdt, McKinnon, and Parker

FROM: Sharman Ha lev'
Alaska Public Interest Research Group

The proposed health legislation which is being prepared 
for introduction next week is scheduled for hearing in 
the House Health, Education and Social Services Committee 
the first week of April. A major portion of this bill 
is based on the Minnesota Comprehensive Health Insurance 
Act of 1976. In this act Minnesota pioneered the creation 
of a mandatory insurance carriers association to under­
write coverage for high risk "uninsurable" clients, as 
well as state regulation of minimum standards for health 
insurance policies. You may wish to bring someone from 
the State of Minnesota to testify on the proposed Alaska 
legislation from the perspective of the experience in 
Minnesota.

In the course of my research on the proposed legislation 
I have spoken at length with John Igrassia, Supervisor 
of the Life and Health Section of the Division of Insurance 
in Minnesota, and would recommend him as a good source of 
expert testimony on this subject. He has worked in his 
present capacity since the inception of the Minnesota 
legislation and is quite familiar with all its provisions, 
its administrative implementation, it's political fortune, 
and the legal challenges to it. M r . Igrassia is proud of 
Minnesota's innovation in the area of health insurance and 
has testified in at least two other states who are consider­
ing similar legislation. He indicated that he would probably 
be able to come to Alaska in the time frame we are contemplating.

Travel and per diem expenses to bring Mr. Igrassia to Juneau 
would amount to less than $800. If you would like to extend 
an invitation to him to come, he may be reached at (612)
296-6929 in St Paul, Minnesota. I do not have a mailing 
address for him.
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Doctors vs. 
Medicaid

Thousands 
Caught In

• ,  **• x

Crossfire
By Carol Perkins

c Cop»7iDhl into, The SealHe PoiMnloil'Ocnccr

Significant numbers of doctors, 
extremely unhappy with the state 
Medicaid program, are T.fusing to 
treat welfare patient' doctors told 
The Postlntelligc.er.

Some ex^us fear that a monu­
mental ‘.ealth-care crisis is imminent 
became thousands of welfare patients 
are .'aught in a crossfire between 
doc» trs and the slate Department of 
Soci il and Health Services over what 
are easonable fees and necessary ser- 
vict i.

Medicaid is the $350,000 joint fed­
eral and state health care program for 
the poor Administered by the state, it 
serves 200000 persons.

One such patient *s Lenoro F,rd- 
ma in. w ho has a jaw and gum disease 
tho i is so excruciating that she goes 
fur days without eating — sipping

only a mixture ol vinegar and honey 
to numb the pain.

A $4.000 operation could relieve 
the 55 - year • old Holly Park woman's 
agony. But her only income is a $253 
monthly public assistance check 

But for nine years, the state has 
refused to pay for her requested oral 
surgery And doctors are not lining up 
to perform the operation for free 

At the heart of the Medicaid issue 
is economies and professional dignity, 
doctors say. Under a new fee sched­
ule, many are receiving less for treat­
ing welfare patients than they did last year.

The boycott of patients is scat­
tered — but is growing in momentum. 
Many community health clinics report 
they are beginning to feel tho crunch 
as more Medicaid patients are turned 
down by private physicians

Some doctors are treatiey Medic-
Page A-I2, Column 2

lx>eds :

- P - l  p h o t o  D-’ C *«V  TOLMAN

turned Dcm ingo from college ond career 
bound to house bound.
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Rights 
Restored 
To Kim
By Henry Scot? Stokes 
The New York Times

SEOUL South Korea — 
The government's recent ac­
tion in restoring civil rights 
to Kim Dae-jung trans­
formed politics here at a 
stroke.

The action foreshadows 
a busy summer and autumn 
as Kim re-engages himself 
in a bid for the presidency, 
taking up where he left off 
in 1971. That year he took 45 
percent of the poll in a con­
test with President Park 
Chunghee.

Inevitably, people ask 
how the decision to let Kim 
re- enter the political arena 
was made when the army, 
the effective controller of 
South Korea under martial 
law, was known to detest 
the aspiring democrat, ac­
cusing him of supposed 
Marxist associations 30 
yejrs ago.

The decision was 
reached, according to reli­
able informants, through a 
long process of coasultation 
led by Lt. Gen. Chou Doo- 
hwan. head of the Army 
Security Command, an 
army unit in Seoul, who 
along with a group of youn­
ger officers around htm ef­
fectively controls the coun­
try.

On Dec. 12 these young 
officers displaced an older 
group led by the martial 
law commander, Chung 
Seung-hwa, In a midnight 
raid directed by Chon, who 
seized his commander and 
several other top generals 
and forced nearly 40 senior 
officers to step down. 
Chung was stripped of his 
four stars and has been con­
victed on charges of aiding 
Park's assassin, Kim Jaw- 
kyu, former director of the 
Korean Central Intelligence 
Agency.

The supremacy of the 
49-year-old Chon is there­
fore clear, and yet there are 
limits to his authority.

For instance, the econo­
my, which was in due trou­
ble for a time after Cbo:,s 
midnight action is ren pri­
marily by Deputy Prime 
Minister Lee Hahn been. 
Lee visited the United 
Slates in February in an at­
tempt to rebuild overseas 
bankers' trust in South Ko­
rea and its extraordinary 
economy, which since the 
early 1900 s has been the 
most rapidly growing of its 
size in the world.

Above Lee who is.h< id 
of the central unit in t? •• 
bureaucracy, ihe Eeonon i* 
Planning Beard, is Prime 
Minister Shin H.-on-hwak,

Thousands of Patients 
Caught in Crossfire

From Page A-l
aid patients for emergencies only, 
while others are taking no new pa­
tients. Other doctors continue to treat 
Medicaid patients, but don’t do the 
paperwork " hopes of putting eco­
nomic pressure on the sue, which 
receives matching funds from the fed­
eral government for the program.

"Everyone is a loser," savs Dr. W. 
Maurice Lawson. Washington State 
Medical Association president Be­
cause the state refuses to pav custom­
ary fees, the losses have to be ab­
sorbed by physicians, private pay 
patients and insurance companies.

The state medical association's ju­
dicial committee ruled that the boy­
cott is not unethical uniess docto-, 
refuse to serve an entir® ''!«<. of 
patients.

However, many doctors feel they 
have a right to restrict the amount of 
charity work they do. and consider 
their Medicaid losses as charity.

Doctors are dissatisfied with Med­
icaid for many reasons:

•  They contend fee schedules are 
grossly below customary fees, ranging 
from only 35 to 70 percent of their 
normal charges.* *

•  Doctors maintain that Medicaid 
limits on types of service, prevent 
them from giving welfare patients 
adequate care. They note that preven 
live measures aren’t usually covered.

•  Doctors are angered by burea- 
cratic red tape. Washington /uiesthe- 
slologlsts’ Association says that 14 per­
cent of their patients are on Medicaid, 
but account for 40 percent of their 
office paperwork. Medical office man­
agers report that it sometimes takes 
from two months to two years to be 
reimbursed for Medicaid claims

•Doctors resent what they call 
"harrassment" by the state. They are 
angered because DSHS demands prior 
authorization for many medical proce­
dures. and because the stale audits 
their medical records, which ihey 
maintain violates their patients’». ights 
to privacy.

Dr. Ted Haley, who is a Tacoma 
representative, says that a widespread 
Medicaid boycott by doctors next 
spring is a distinct possibility.

"We’ll talk to DSHS. ihe legisla­
ture, the governor, but If wt don’t get 

’ relief, . boycott of the system — not 
the patient — may he the only alter­
native."

However, Sen. William "Big Dad­
dy Day." senate social and health 
srvlces chairman, who also is a Spo­
kane chiropracto', asserts that doc­
tors shold bite the bullet. "Hell, 
they've beenredpients of state aid 
when they were in medical school,

they can pay it back now by taking 
more charity cases."

This kind of response is what 
makes many doctors squeamish about 
stomping their feet too loudly in 
Olympia.

"Politically, doctors are the least 
able to defend themselves, ” says Dr. 
Peter West, a Seattle family prac- 
tioner. ‘They aren't seen as a group 
that is suffering a lot.

"The public is going to oe quick to 
say, 'Those un/eeling bastards don't 
care about the poor .”'

“But doctors can’t tell their secre­
taries and suppliers, to accept 70 per­
cent of usual wages and costs, but 
that is exactly what the state is doing 
to us,” West says.

Entire clinics ire refusing to ac­
cept Medicaid patients, except in 
emergency situations.

"It costs mare for us to do the 
Medicaid paperwork thau we get back 
from the state,” says Roberto Robles, 
Swedish uosyital anesthesiologist.

All 17 of the anesthesiologists at 
Swedish Hospital are boycotting Med 
icaid, except it. emergency cases, 
Robles soys.

Bruce Ferguson, DSHS Medicaid 
director, acknowledges there are in­
equities in parts of the fee schedule 
and that the doctors have good reason 
to 1* upset. "We’re working on the 
p, < blem, but we’ve only got so much 
money, and as it is it looks like we're 
going to be overspent by 120 to $30 
’nillion dollars this bieninium.”

He maintains that the extensive 
paperwork and audits “are necessary 
because we are spending public mon­
ey."

Both physicians and patients are 
scrutinized for fraud violations. Last 
year ony only seven health care spe­
cialists were convicted of violations.

Jim Benz, regional federal Medic­
aid director, says Washington state 
does "a good Job" policing the pro­
gram, and says that “to my knowledge 
there are none of the Medicaid mills 
or kickbacks that are rampant in 
some areas of the country."

Dr. Fred Quarnstrom, who says he 
was one of the largest Medicaid dental 
providers m the state in 1978, no 
longer takes new welfare patients.

The Beacon Hill dentist says that 
he could no longer afford to keep up

with the losses he was encountering. 
People think doctors get rich on Med­
icaid — I guess if you hired dozens of 
assistants and did hundreds of den­
tures a day you could make a living at 
it."

Dr. Larry Iversen, a Bremerton 
orthopedic surgf a, says, "If a doctor 
has a large w are practice, be is 
scrutinized and hassled by the state. 
If he doesn't take any Medicaid pa­
tients, he's accused of not being a 
humanitarian."

Elise Chayet of Evergreen Legal 
Services, reports a considerable in­
crease in Medicaid clients who can’t 
find doctors or are appealing state's 
refusal to put them on Medicaid or 
pay for certain medical expenses.

Community health care clinics are 
seeing an increase in Medicaid pa­
tients unable to get help from private 
doctors, and the increase is putting a 
strain on clinic budgets.

Caroline MacColl, King County 
Visiting Nurse Service director, says 
the igency stopped accepting new 
Medicaid patients for a two - month 
period in 1978. Even though the slate 
finally raised the service’s reimbur- 
scmnts, the agency will still lose

$50,000 a year because of the 
"Medicaid gap." she says. Social work­
ers are upset because patients are 
caught In the middle of ihe battle.

It’s an inhuman® system," says 
Marla Crocker of Country Doctor clin­
ic. "It’s terrible when a sick person 
has to go through the yellow pages 
locking for a doctor and getting 
turned down time after time

State Sen James McDermott, a fe 
Seattle psychiatrist, says, "There is no 
final solution. All that can be done is 
to set a health care system in motion 
and keep adjusting it until It Is hu­
mane and equitable"

DSHS chief Ferguson agrees, em­
phasizing that ihe usee Is "cosmic in 
proportion."

But wtnle health care experts, 
hashes out the Issue, patients like 
Lenorc Erdmann continue to suffer

Erdmann, who has applied to 
Medicaid four ‘tones in the past nine 
years for oral surgery, says, "I don’t 
understand why 1 have to wait so long 
when I'm in so much pain. I just keep 
praying, they'll take me this tune."

Shacks B a re  Endurance  
O f Yugoslav G m



Committee on 

H ealth , 6ducafion & Sociaf Serv ices

House o f Representatives
Pouch V 

State Capitol 
Juneau, AlaBka 99811Official Business

March 18, 1980

Donald D.H. Ching 
Deputy Director
Department of Regulatory Agencies
P.O. Box 541
Honolulu, Hawaii 96809

Dear Mr. Ching:

The Alaska House of Representatives is currently considering legislation 
similar to Hawaii's "Prepaid Health Care Act." As you are an acknow­
ledged expert on this legislation, your testimony would provide needed 
insight into the benefits of mandatory enployirent related health 
coverage.

I would therefore like to invite you to Alaska on March 31 and April 1 
to testify on this bill. The legislation is presently being drafted, 
we will forward you a copy of the bill as soon as it is available.
Please contact Jan Sorice of my office at 907-465-3777 if you need 
further information.

Sincerely,

•fl 
i ^

Thelma Buchholdt 
State Representative 
District 9 (Spenard); 
Chair, House HESS Con.



T h i r d -P a r t y  Hea lth  Coverage :

A t h i r d - p a r t y  payer in c lude s  any o r g a n i z a t i o n ,  p u b l i c  o r  p r i v a t e ,  
th a t  pays or  in sures  hea l th  or  medica l expenses on b eh a l f  o f  bene­
f i c i a r i e s  or  r e c i p i e n t s  ( e . g .  B lue  Cross  and S h i e l d ,  commercial i n ­
surance companies , Med icare and M ed i c a id ) .  The i n d iv i d u a l  g en e r a l l y  
pays a premium for  such coverage in  a l l  p r i v a t e  and some pub l i c  p ro ­
grams. The o r g a n i z a t i o n  then pays b i l l s  on h i s  b e h a l f ;  such payments 
are c a l l e d  th i r d  party  payments and are d i s t i n g u i s h e d  by the s epa ra ­
t i o n  between the i n d iv id u a l  r e c e i v i n g  the s e r v i c e  ( the  f i r s t  p a r ty ) ,  
the i n d i v i d u a l  or  i n s t i t u t i o n  prov id ing  i t  ( the  second party) and the 
o r g a n i z a t i o n  pay ing f o r  i t  ( the  th i r d  p a r ty ) .

I t  i s  d i f f i c u l t  to  i d e n t i f y  the  ex ten t  o f  t h i r d  party  coverage 
fo r  A la s k an s ;  to i d e n t i f y  those  tha t  may not be pro tec ted  by any 
program or those tha t  may not have coverage adequate  to  f u l f i l l  t h e i r  
needs . Perhaps the most app rop r ia t e  method o f  i d e n t i f y i n g  those 
A laskans  w i thou t  coverage o r  w i th ou t  adequate coverage are :  1) through
a survey o f  i n d i v i d u a l s  regarding h ea l th  cov e ra ge ,  a n d / o r  ?.) from a 
search  o f  h o s p i t a l  and o ther  h e a l th  care  b i l l i n g s  that  were paid 
" ou t  o f  pocket "  by the i n d i v i d u a l .

A random survey prepared in 1974/75 by Comprehensive Heal th 
P lann ing  o f  Anchorage reported th a t  79.9% o f  the sample had th ird  
party  coverage o f  some s o r t ,  and 20.1% had no such coverage .  ' T h e  
same survey conducted through the Reg iona l  Med ica l  Program among 
r e s i d e n t s  o f  the Kodiak I s l a n d  Borough r e su l t e d  in 92.6% o f  the 
respondents  repor t ing  tha t  they had th i r d  party  c o v e r a g e ,  wh i le  
7.4% had none. These f ig u re s  change s i g n i f i c a n t l y  when app l i e d  to 
the n o n -N a t i v e ,  n o n -m i l i t a r y  popu la t ion  a l o n e .  In t h i s  p e r s p e c t i v e ,  
over  25% o f  the Anchorage sample and over  20% o f  the Kodiak I s la nd  
n o n -N a t i v e ,  n o n -m i l i t a r y  sample responded as hav ing  no h e a l th  c o v e r ­
age . I f  these percentages  (20%-25%) can be a p p l i e d  s t a t ew id e ,  i t  
would r e s u l t  iri an e s t im ate  o f  56,000 to 71 ,000 A laskans  l a ck ing  
any th i r d  party h e a l th  coverage .

A d e t a i l e d  search o f  h o s p i t a l  b i l l s  and o th e r  major medica l b i l l s  
that  were pa id  " ou t  o f  pocket "  by the i n d iv i d u a l  may r e s u l t  in s i g ­
n i f i c a n t  in format ion  regard ing not on ly  those  w i t h ou t  coverage but  a l s o  
those  f in d in g  tha t  t h e i r  coverage was no t  adequate  to f u l f i l l  t h e i r  
needs . A genera l i n d i c a t i o n  o f  the number o f  d i s ch a rge s  from h o s p i t a l s  
tha t  r e s u l t  in payment by the i n d iv i d u a l  can be ob ta in ed  by informat ion 
c o l l e c t e d  in the annual h o sp i t a l  survey .  The percen t  o f  h o s p i t a l  b i l l s  
pa id  by the i n d iv i d u a l  var ied  c on s id e rab ly  from one h o s p i t a l  to another .  
The Alaska H o sp i t a l  and South Pen in su la  H o sp i t a l  reported  the h igh e s t  
p e r c en tage s ;  26% o f  the d i s charge s  making " ou t  o f  pocke t "  payments. 
Further  s creen ing  o f  t h i s  type o f  in format ion  i s  n e c e s sa ry .

5-54
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* Ic t c h l la n  General 4 10 6 2 21 13 12 . - B - B

Petersburf General • not a v a i la b le  •

Vrangel) General • 13 4 •3"

PHS-AMI Mt. Edgeoeibe • not a v a ila b le

S it La CooBunity 7 9 3 43 22 - - 9 • S

B a r t le t t  Meeoria)** 2 9 3 10 17 77 22 - - 10 - •

SOl/nKX.YTRAL

Cordova Corouotty • not a v a i la b le  • • •

Valdez C om un lty • aot a v a ila b le  -

Sew-rJ General • 49 2 6 - 2 4 - - - - - -

Faith J 9 ® S 1 IS  12 24 0 s 22 - -

C en tra l F rn in su la - 4 s i l - - 17 - j|*» *

South Pen insu la 3 13 > - 11 12 19 - 24 < i -

V a lley 1 10 IS  - r  - IS SS - 2S - 4

A la i la  H osp ita l and 
M edica l Center 4 2 » <1 I t 25 24 26 . .

Providence *** 6 8 7 2 <1 IS 39 - ; 7 13

niS-AVll Alaska Native 
Medica l Center - not a v a ila b le  - •
USAf H o s p ita l. E locndorf - not a v a ila b lo  -

Kodiak Is land** 54 B 7 - 2 0  4 - ■ l - 1

X«*el Regional Medica l 
Canter, Brencrton»Adak • aot a v a i la b le  -

ms-AMI Eanaksnak • • 100 - • - - - -

F lb-A*l Bethel** - BOt a v a ila b le  -

Nnrlun SounJ h t ^ lo n j l *• j 6 I I  1 05 I I 4 0 0 i a 0

M nrnKM •
1

W5*AMI Kotzebue • not a v a i la b le  -

ms-AMi lo t r o u ” - not a v a ila b lo  -

Fairbanks IV m tr la l 1 9 10 I  10 | | n m . 13 1
niS-AMI T .u ijiu ** - not a v a i la b le  •
■aaactt Are* • nut ava llM hle-

'* ln c lu < i« i *11 source* o f pajrecnf e ic ep r M rd lcerr end M t u i d .

••• Inc lude* »orkncr‘ * C onp ., OW>ruS. O ther C o m r c i i l  I n t . ,  Prepaid Crowj> Hea lth  P lan . Medico I Foundation and O ther.

'v o r ln c n 's  l'M )V M < t ltn  and Other.
**R «po rt ln | per io d  i t  a* fo llow * : B a r t le t t  Memorial: f t  1971; kodiak Is la n d : May IS - Doe. S I, 19*1; PHS-A.MI Bathe I .

u r r v w , *nJ Tatwinat ft 1977.
***Pro*IPenct M M p lt i l Ir c lu S M  boOi « u ip« :lenS  «n<J I r p i t t w t  < t iu .

Source: O ff ic e  o f In fo rm ation  S y .tcm ., A l#Ua O e ft . of H ea lth  ! S o c ie l J e r .U e e , 1»7> A nm u l l lo t p lt o l Q uee tlo noe lro .
AAMIS, Itth, U.S. H tfH , leap  Ire  H ea lth  PmMcoa o f the  M an ia  h e t lv e e , rv I P " ,
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I f  the e s t im a te s  o f  A laskans p ro tec ted  by each type o f  th ird  
party  coverage or n on - f e e  s e r v i c e s  are added t o g e ther ,  the t o t a l  
comes to  458,305 or more than the current  e s t imate  o f  the r e s i d en t  
p opu la t ion  (411,211 in 1977). T h i s  h i g h l i g h t s  the f a c t  th a t  there 
i s  c o n s id e r a b l e  double  coverage w i t h in  the s t a t e  such as i n d i v i d u a l s  
and t h e i r  dependents covered by Blue Cross  who are a l s o  e l i g i b l e  f o r  
the CHAMPUS program, A laska Na t iv e s  e l i g i b l e  f o r  s e r v i c e s  by A laska 
Area N a t i v e  Hea lth  S e r v i c e s  who are a l s o  covered by p r i v a t e  h ea l th  
in su ran ce ,  and f am i l i e s  w ith  more than one member s u b s c r ib in g  to 
coverage  th a t  p ro t e c t s  a l l  dependents .

T h i s  i s  c e r t a i n l y  NOT to  say t h a t  a l l  Alaskans are p ro t e c t ed  by 
some type o f  hea l th  coverage .  U n fo r tuna te l y ,  in format ion  regard ing 
the number o f  persons covered  by each program w i l l  not produce an 
e s t im a te  o f  who i s  w i th ou t  coverage .  To accompl i sh  t h i s  i t  would 
be neces sary  to  i d e n t i f y  a l l  those  w ith more than one type o f  c o v e r ­
age (both s u b s c r i b e r s / e n r o l l e e s  and dependents ).

t

ESTIMATED ALASKAN POPULATION
PROTECTED BY SPEC IF IC  HEALTH COVERAGE PROGRAMS

P r iv a t e  Hea lth  Insurance & B lue Cross 263,000
Teamster Employee Welfare T r u s t /A l a s k a  Hea lth  Plan 25,200
Alaska Area Indian Hea l th  S e r v i c e s

A laska Na t i v e s 65,857
CHAMPUS & USHBP

Act iv e  M i l i t a r y 24,984
M i l i t a r y  Dependents & R e t i r e e s 55,000

Medicare Enrol l e e s 9,818
Med ica id  P a r t i c i p a n t s  (Not a l l  e l i g i b l e s ) 11,815
General R e l i e f  Medica l  Program P a r t i c i p a n t s 2,631
C a t a s t r o p h i c  R e l i e f  Hea l th  Insurance Program *
Veterans Adm in is t ra t ion **

♦Catastrophic Hea l th  Insurance Program i s  a v a i l a b l e  to a l l A laskans
meeting c r i t e r i a  i d e n t i f i e d  l a t e r  in th i s  chapter .

♦♦The V.A. pays for  h ea l th  care  tha t  i s  r e l a t ed  to p r i o r  m i l i t a r y
s e r v i c e .

5-56



—

P r i v a t e  Hea l th  I n su r an c e : The major source o f  th ird  party  t
coverage  i s  through p r i v a t e  h ea l th  in su ran ce  and the Blue Cross  Plan.
Although B lue Cross  i s  con s id e red  a h o s p i t a l /m e d i c a l  s e r v i c e  corpora ­
t i o n  r a ther  than a h ea l th  insurance  company, i t  i s  in c luded  in  these 
d i s c u s s i o n s  and in the data from the N a t iona l  Hea lth  Insurance I n s t i ­
tu te .

There i s  c o n s id e r a b l e  v a r i a t i o n  in the s e r v i c e s  covered by d i f ­
f e r en t  types o f  h e a l th  in surance  p o l i c i e s .  Types o f  coverage in c lude  
h o sp i t a l  expense ,  s u rg i c a l  expense ,  r e gu l a r  medica l expense and major 
medica l expense .

The N a t i o n a l  Hea l th  Insurance I n s t i t u t e  e s t im a te s  tha t  263,000 Alaskans 
under 65 y e a r s  o f  age were covered  by some type o f  hea l th  insurance 
as o f  December 31, 1976. The number by type o f  coverage i s  i n d i c a t e d  
below.

F igure  V-32

PRIVATE HEALTH INSURANCE AND BLUE CROSS

NUMBER OF PERSONS IN ALASKA UNDER AGE 65 PROTECTED BY HOSPITAL 
SURGICAL. REGULAR MEDICAL AND MAJOR MEDICAL EXPENSE COVERAGE

December 31, 1976

Hospital Expense 263,000

Surgical Expense 246,000

Regular Medical Expense 248,000

Major Medical Expense 146,000

Note: 'he data re fe r  to the net to ta l  of people protected , i . e .
P lica t io n  among persons p rotected  Ly more than one kind 

insuring organization or more than one insurance company 
policy providing the same type of coverage has been e lim i­
nated. The estimated d is t r ib u t io n  by s ta te s  re f le c ts  cov­
erage by residence ra th e r  than employment. "Major Medical 
Expense" data re fe r  to people covered by insurance companies 
only.

Sources: Health Insurance Association o f  America, Blue Cross
Association, National Association of Blue Shield Plans, 
and the U.S. Department of Health, Education and Welfare.
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The t o t a l  d o l l a r  f igure  in premiums w r i t t e n  f o r  Alaskans was 
over $84 m i l l i o n  dur ing 1977. The amount o f  premiums w r i t t e n  com­
pared to l o s s e s  incurred  are summarized be low. The t o t a l  d o l l a r  
f ig u r e s  o f  d i r e c t  premiums w r i t t en  during 1977 by the twenty l e a d ­
ing vendors in A laska are  i d e n t i f i e d  in the f o l l ow in g  F igure V -34 .  
These f ig u re s  are  a c c t - s e d  through the i n d iv i d u a l  insurance  compan ies '  
annual reports  and aggregated by the D i v i s i o n  o f  In surance .

F igure  V - 33

TOTAL ACCIDENT & HEALTH INSURANCE 
FINANCIAL DATA FOR AlASKA

1977

Premiums Writ ten Lo s se s  Incurred

TOTAL $84,822,000* $63,158,343

Blue Cross 32,483,000* 29,380,307
Other  Group 45,377,811 36,661,724
Credi t 1,641,059 651,917
A l l  Other 3,650,859 1,464,395

(Addi t i o n a l F ig u re s )  1,669,000*

*Some f igu re s were rounded to the near e s t  thousand due to the
informat ion a v a i l a b l e .

Source :  Alaska S t a t e  D i v i s i o n  o f  In su ran ce ;  from Annual Reports
by each insurance  company (Home Headquarters) .
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Figure V-34

HEALTH INSURANCE PREMIUMS WRITTEN IN ALASKA
Figures  From Ind iv idu a l  Company Annual Statements -  1977

PREMIUMS WRITTEN
TOP 20 VENDORS ( In  Thousands o f  D o l l a r s )

B lue Cross  o f  Washington & Alaska $32,483.
Aetna L i f e  Insurance Co. 10,082.
Bankers L i f e  Co. 6,462.
T r a v e l e r s  Insurance C o . ,  L i f e  Dept. 4,782.
United B ene f i t  L i f e  Insurance Co. 4,226.
Con t in en ta l  Assurance Co. 2,638.
M e t rop o l i t a n  L i f e  Insurance Co. 2,242.
Conne c t i cu t  General L i f e  Insurance Co. 1,903.
E q u i t a b l e  L i f e  Assurance Co. 1,859.
New York L i f e  Insurance Co. 1,488.
P a c i f i c  Mutual L i f e  Insurance Co. 1,258.
Prudent ia l  Insurance Co. o f  America 1,038.
Western L i f e  Insurance Co. 941.
Penn Mutual L i f e  Insurance Co. 807.
O c c id en ta l  L i f e  Insurance Co. o f  C a l i f . 785.
F i r s t  Farwest L i f e  Insurance Co. 725.
Combined Insurance Co. of  Americal 658.
Mutual o f  Omaha Insurance Co. 653.
Mutual L i f e  Insurance Co. o f  New York 564.
S e c u r i t y  B ene f i t  L i f e  Insurance Co. 438.

TOTAL PREMIUMS WRITTEN BY 301 COMPANIES : $84,822.

5-59



Med i c a r e : Med icare i s  a h ea l th  in surance  program adm in is tered
by the f edera l  government for  the aged ( T i t l e  18 o f  the S o c i a l  S e ­
c u r i t y  Act o f  1965). Med icare  coverage was extended in  1974 to  a l s o  
in c lud e  d i s ab l ed  persons and persons  w ith  chron ic  k idney d i s e a s e .
Part A, Medicare coverage p rov ides  in surance  f o r  h o s p i t a l  c a re ,  p o s t ­
h o s p i t a l  extended ca^e and home hea l th  b e n e f i t s .  Part  B, a v a i l a b l e  
on a vo lun ta ry  b a s i s  w ith  the payment o f  monthly premiums, p rov ides  
medica l insurance  th a t  covers  no t  on ly  care by p h y s i c i a n s  but a l s o  
h o sp i t a l  o u tp a t i e n t  s e r v i c e s ,  p h y s i o l  therapy ,  d i a g n o s t i c  x - r a y s ,  
ambulance s e r v i c e s ,  e t c .

By 1972, more than 95% o f  the U .S . p opu la t i o n  aged 65 and o ld e r  
was covered by Part A o f  Med icare .  However, because o f  M ed i c a r e ' s  
d edu c t ib l e s  and c o - i n s u r a n c e  p r o v i s i o n s ,  and because o f  gaps in Medi ­
care  coverage ,  more than h a l f  o f  the Americans over  65 a - e  buying 
p r i v a t e  insurance  to supplement Med icare .  Med icare p a id  l e s s  than 
35% o f  the t o t a l  h ea l th  b i l l  to those  over  65 during 1975.

Medicare expend itures  for  A laska t o t a l e d  over  $7 m i l l i o n  in 1976. 
T o ta l  Medicare expend i tures  rose by 54.9% between 1974 and 1976 f or  
A laska compared to  46.5% n a t i o n a l l y .  The H o sp i t a l  In surance  Component 
(Part A) rose by 54.7% in A laska and 45.1% n a t i o n a l l y .  The Supplemen­
tary  Medica l  Insurance component (Part  B) rose by a f u l l  55.3% for  
Alaska compared to  50.1% n a t i o n a l l y .  During 1976, 9,818 Alaskans were 
e n r o l l e d  in the Medicare  program; i n c lu d in g  8,653 persons age 65 and 
over ,  1,165 d i s a b i l i t y  b e n e f i c i a r i e s ,  and 31 i n d i v i d u a l s  w ith  ch ron ic  
kidney d i s e a s e .



MEDICARE ENROLLMENT (JULY 1 ) AND REIMBURSEMENT FOR HOSPITAL AND MEDICAL INSURANCE

ALASKA & U.S. CY 1976

Figure V-35

Hospital and/or medical 
insurance

Hospital Insurance Supplementary medical in lurance

.‘.ur.ber of 
persons 

enrolled

Amount
reimbursed

Monthly
average

Number of 
persons 

enrolled

Amount
reimbursed

Monthly
average

Number of 
persons 

enrolled

Amount
reimbursed

Monthly
average

A M  persons enrol led

Alaska 9318 (7 ,1 6 1 ,8 7 0 S 60 .79 9750 $4 ,915 ,506 $ 42.01 8185 $ 2 ,246 ,364 $ 22 .87

'J.S. $ 68 .10 $ 42 .79 $ 16 .38

Persons age 65*

•

Alaska 86S3 $5 ,668 ,674 $ 54.59 8585 $4 ,10 1 ,1 9 0 $ 39.81 7174 $ 1 ,567 ,484 $ 18.21

U.S. $ 56 .80 $ 42 .42 $ 15.41

Disability Beneficiaries

Alaska 1165 $1 ,493 ,196 $ 106.81 1165 $ 814,316 $ 53 .25 1011 $ 6 7 8 ,se o S 5 5 .96

U.S. S 70 .82 $ 4 6 .39 $ 26.44

Chronic Reral Disease

Alaska 31 5 651,374 $1,751 .01 31 $ 189,239 $ 5 0 8 ./ I 30 $ 462,135 $1 ,283 .71

U.S. $ 1 ,108 .33 $305.26 $ 830.96



Med ica id  and General  R e l i e f  M e d i c a l : Persons e l i g i b l e  for  the
cash a s s i s t a n c e  payments ( p u b l i c  a s s i s t a n c e )  under the c a t e g o r i c a l  
a s s i s t a n c e  programs (O ld  Age A s s i s t a n c e ,  Aid to  the  B l i n d ,  Aid to the 
D i s a b l e d ,  and Aid  t o  F am i l i e s  w ith  Dependent C h i l d r e n '  are e l i g i b l e  
for  Med ica id  coverage  o f  h ea l th  care  c o s t s .  Add i t i ona l  e l i g i b i l i t y  
c r i t e r i a  for M ed ic a id  e x i s t s  f o r  persons in nurs ing  f a c i l i t i e s  and 
c h i l d r e n  in f o s t e r  c are  o r  j u v e n i l e  care  s i t u a t i o n s .  Med ica id  i s  a 
s t a t e  adm in i s te red  medical  a s s i s t a n c e  program funded by both federal  
and s t a t e  s ou r c e s .

General  R e l i e f  Med ica l  coverage i s  a v a i l a b l e  f o r  persons  having 
no p r i o r  medica l  care  resources  and who meet f i n a n c i a l  e l i g i b i l i t y  
requirements f o r  the a s s i s t a n c e  programs l i s t e d  above but do not meet 
o th e r  q u a l i f i c a t i o n s  for  Mea ic a id  coverage (under 65, both parents  in 
the home are p h y s i c a l l y  ab le  to work, not b l i n d  or d i s a b l e d  under 
federa l  d e f i n i t i o n ) .  General  R e l i e f  Medica l (GRM) prov ides  coverage 
for some medical  s e r v i c e s  and s u p p l i e s  not covered under Med ica id  
such as p r e s c r i p t i o n  drugs ,  p r o s t h e t i c  d ev i c e s  and medical  equipment. 
GRM i s  adm in i s te red  by the s t a t e  and t o t a l l y  s t a t e  .ided.

During f i s c a l  y e a r  I '77 , l l ,815 persons r e ce iv ed  Med ica id  s e r v i c e s  
if A laska and 2,631 r e c e i v ed  s e r v i c e s  under the General  R e l i e f  Medica l  
program. The t o t a l  funds expended and the s e r v i c e s  covered are i d e n t i ­
f i e d  in F igure s  V -36 ,  V - 37 and V-38.

Med ica id  expend i tures  have grown tremendously as a r e s u l t  o f  pop­
u l a t i o n  growth,  i n f l a t i o n ,  in c rea sed  a v a i l a b i l i t y  o f  s e r v i c e s ,  r i s i n g  
c o s t  o f  s e r v i c e s  and i n c rea sed  u t i l i z a t i o n  o f  f edera l  revenues for  med­
i c a l  programs. The f o l l ow in g  f ig u re s  show tha t  Med ica id  expenditures  
have grown by o v e r  300% between 1973 and 1977.

F igure V-36

FISCAL YEAR
MEDICAID
EXPLhDIYURlS

C« MED 
EXPENDITURES

ADMINISTRATION 
AND SUPPOK1

1973 1 4 ,447,319 3 3,673,777 S 481,890

1914 7.676.7S9 2 ,6 0 7 ,1 1 ! 631,179

1971 9.309,701 2,338,080 727,778

1976 I4.32S.701 2,881.713 1,083,0(6

1977 J4,608,$61 3,743,178 1,233.007

19*6 1/ 7S.9IS.7I9 0,713 ,100 1,346,(00

1979 J / 38,411,69s 6,769,100 1 ,423 ,930

1/ P r o je c te d  ex p e n d itu re *
7/ Toi*\ of budget request Including suppl i .nrntal rcq u'M «•-Includes 

$6,427,300 for Indiin Health Care l«provpwnt Act billings by AN1IS; 
this Is 10Q\ federal funds,

SOURCE: M e d i c a i d  Annu a l  S t atus Report FY 77, State of Alaska, Dept Heal t h

and S o c i a l  S e r v ices, Divis i o n  f Public Asslatsnce.
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C a t a s t r o ph i c  I l l n e s s  C o v e rage : The S t a t e  o f  Alaska i n i t i a t e d
the C a t a s t r o ph i c  I l l n e s s  Program in J u l y  1976 to a s s i s t  i n d i v i d u a l s  
tha t  have s u f f e r ed  an i l l n e s s  th a t  r e s u l t s  in  high medical expenses.  
The program ap p l i e s  to medica l b i l l s  r e l a t e d  to c a t a s t r o p h i c  i l l n e s s e s  
o f  more than $1,000 in a per iod  r o t  to exceed 12 months a f t e r  a l l  
s ources  o f  th ird  party payment has been exhausted. An a p p l i c a n t  
must be a r e s i d en t  o f  the s t a t e  o f  A laska at  the time o f  the a p p l i ­
c a t i o n  and must have been a r e s i d e n t  a t  the time o f  the c a t a s t r o p h i c  
i l l n e s s .

The C a t a s t r o ph i c  I l l n e s s  Committee, which adm in i s te r s  the 
Program, determines the e l i g i b i l i t y  o f  a p p l i c a t i o n s  and the amount 
o f  medical a s s i s t a n c e  to  be awarded. The committee a p p l i e s  a 
formula for determini' .ig the amount o f  payment based upon fami ly  
income and a s s e t s ,  and the amount o f  medical expenses in curred .
The t o t a l  budget for  the C a t a s t r o p h i c  I l l n e s s  Program for FY 1979 
i s  $514,000. The number o f  a p p l i c a t i o n s  for c a t a s t r o p h i c  i l l n e s s  
coverage which can be approved i s  there fore  r e s t r i c t e d  by the 
appropr ia te  budget. The program granted f i n a n c i a l  a i d  to over  80 
persons during FY 78 and the number o f  a p p l i c a n t s  i s  i n c r e a s i n g  
s t e a d i l y .
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V i o l e n t  Crime Compensat ion : "A la ska  S ta tu ce  18.67, e s t a b l i s h i n g
a V i o l e n t  Crimes Compensation Board,  was adopted by the S t a t e  L e g i s ­
l a t u r e  in 1972. I t s  purpose was to  a l l e v i a t e  the f i n a n c i a l  hardsh ips  
caused by crime r e l a t e d  medica l expenses or lo.c s o f  income s u s t a in ed  
by innocen t  v i c t im s  o f  v i o l e n t  crimes in A l a s k i .  A d d i t i o n a l l y ,  i t  
p rov ides  f or  the payment o f  pecun iary  l o s s  to dependents o f  deceased 
v i c t im s  to  m i t i g a t e  the l ^ s s  o f  a lo v ed  o n e . "  The maximum award 
a l l ow a b l e  per v i c t im  per i n c i d e n t  i s  $25,000; except in the case  o f  
the death o f  a v i c t im  who has numerous e l i g i b  e dependents , for which 
the maximum a l l o w a b l e  i s  $40,000. The growth in the awareness o f  
V i o l e n t  Crimes Compensation has r e su l t e d  in an i n c r e a s e  in the number 
o f  a p p l i c a t i o n s  r e c e i v ed .  The f o l l ow in g  chart  documents the a p p l i c a ­
t i o n s  r e ce i v ed  and awards granted s i n c e  1973.

F igure V-39

APPLICATIONS AND AWARDS

FY73 FY74 FY75 FY76 FY77 FY78

Applications
Keccived 15 50 71 68 93 100

Applications
Heard -0- 37 51 82 81 99

Total Am ount 
Awards Granted •O- 36,025.60 125,266.20 272,94 8.29 120,968.07 285.672.63*

Pending Claims 
At Knd Of FY

1
13 38 41 8 28 33

j----------------------- --------------------------------------------
•The Legislature approved a supplem ental appropriation o f  $75,000.00 for awards for FY78. $94,379.30 
o f  the F /7 8  award money was spent on prior year claims.

A dm in i s t r a t i v e  c o s t s  for  V i r i e c t  Crimes Compensation for  FY 78 
were as f o l l o w s :

S t a f f  s a l a r i e s  (2 persons) and b e n e f i t s  $57,315.37

Trave l  i n c lud e s  board member trave l
and per diem 5,195.44

Attorney f e e s ,  o f f i c e  expenses ,  equipment, e t c  11,372.97

To ta l  C o s t s  $73,883.78

5 -6 5



spouse anJ such children whose coverage under the policy lermjjjates at the 
same lime, or (ii.) to a child solely with respect to himself unofitc-minalion 
j f  his coverage by reason of ceasing to be a qualified family member under 
tmsgroup policy, i f  a conversion privilege is not othej^Wisc provided above 
with rKoecl to such termination.

(17) rfs|hc benefit levels required in paragraphs ( 1 0 ) and ( 1 1 ) exceed the 
benefit Icvtlsjsrovidcd under the group p o l i t h e  conversion polity may 
offer benefits whh>h arc substantially similar to those provided under the 
group policy in lieu okjhose rcquiredifi paragraphs ( 1 0 ) and ( II) .

(18) The insurer may^kct to provide group insurance coverage in lieu 
of the issuance of a convertedJpmvidual policy.

(19) A notification o f thc^oht(ersion privilege shall be included in each 
certificate o f coverage.

(20) A converted poKcy which is dbijvered outside [slate) must be on a 
form which could be/uelivered in such oMjer jurisdiction as a converted 
policy had the gropp policy been issued in thbtjurisdiction.

Section 3. [Severability,] [Insert severability claus

1 Section/4. [Repeal.] (Insert repealer clause.)

I Sccfion 5. [E ffec tive  Dale,] (Insert effective date.)

»

C om prehensive H ealth  Insurance  Act

This draft statute requires that employers in the state must indude qualified 
catastrophic health insurance protection and min' uurn types r f  benefits for 
routine care in any policy provided to their employees p.trsuanl to the 
individual’s employment. This includes policies which arc paid for partly or fully 
by the employee as well as those which arc completely empl jyer-paid. I f  only 
nonqualified plans are offered to employees, the employer may not deduct for tax 
purposes the cost o f the insurance to him. In order to qualify, a plan must meet 
specified benefit levels and have no more than a maximum allowable deductible. 
This draTt act also includes as Sections 18 and 19 a state .alaslrophic medical in­
surance plan under which the state will pay the medical expenses of those persons 
who incur uninsured medical expenses exceeding specified portions of their in­
come.

This medical insurance plan is implemented by requiring in the statute that all 
insurers writing health insurance in the state must cffer a qualified plan to their 
customers. A compulsory association o f all insurers in the slate is also to be 
formed under the act for the purpose o f offering a qualified plan of insurance to 
those individuals whom the insurers have individually refused to insure, fo r  those 
individuals who may be leaving employment at which they were enrolled in a 
qualified plan, (he act provides mandatory conversion privileges enabling the in­
dividual to continue his insurance.

As the above indicates, this draft act is broad in scope and is directed toward 
multiple purposes. Among the related but separate purposes of the legislation arc 
ensuring minimum standards for group health plans, creating an association of— 
insurers as a resort for those individuals who could not otherwise obtain effective 
coverage, and providing catastrophic medical expense protection for all through 
employers and private insurers where possible and through the stale wcllarc
system where necessary.

This draft legislation is based on a 1976 Minnesota statute.

Suggested Legislation 

(Title, enacting clause, etc.)

1 Section 1. [Short Title.} This act may be cited as the (state) Comprchcn-
2 sivc Health Insurnncc Act.

1 Section 2. [D efinitions.] As used In this act:
2 (I) "Employer”  means any person, partnership, association, trust,
3  estate, or corporation, which employs 1 0  or more individuals who arc
4  residents o f (his stale.



5 (2) ‘ ‘ Health maintenance organization" means a nonprofit corporation
6 licensed and operated as provided in [appropriate state statute).
7 (3) "Qualified plan" means those health benefit plans which have been
8 certified by the commissioner as providing the minimum benefits required
9 by Section 6 of this act or the actuarial equivalent of those benefits.

10 (4) "Qualified Medicare supplement plan" means those health benefit
11 plans which have been certified by the commissioner as providing the
12 minimum benefits required by Section 7 of this act or the actuarial
13 equivalent of those benefits.
14 (5) "Commissioner”  means the [commissioner of insurance).
15 (6) “ Dependent" means a spouse or unmarried child under the age of
16 19 years, a dependent child who is a student under the age of 25 and finan-
17 cially dependent upon the parent, or a dependent child of any age who is
18 disabled.
19 (7) "Employee" means any (stale) resident who has entered into the
20 employment of or works under contract or service or apprenticeship with
21  any employer. "Employee” does not include a person who has been
22 employed for less than [30J days by his present employer, nor one who is
23 employed less than an average of (30) hours per week by his present
24 employer.
25 (8) "Plan of health coverage" means any plan or combination of plans
26 of coverage, including combinations of self-insurance, individual accident
27 and health insurance policies, group accident and health insurance policies,
28 coverage under a nonprofit health service plan, or coverage under a health
29 maintenance organization subscriber contract.
30 (9) "Insurer" means those companies operating pursuant to [ap-
31 propriatc state statute) and offering or selling policies or contracts of acci-
32 dent and health insurance. "Insurer" does not include health maintenance
33 organizations.
34 (10) “ Accident and health insurance policy" or "policy" riKans in-
35 surnncc or nonprofit health service plan contracts providing benefits for
36 hospital, surgical, and medical care. "Policy" does not include coverage
37 which is (i) limited to disability or inccmc protection coverage, (ii)
38 automobile medical payment coverage, (iii) supplemental to liaoility in-
39 surnncc, (iv) sold by frnlcrnnls and provides payments on a per diem, daily
40 indemnity or noucxpcnsc-incurred basis, or (v) credit accident and health
41 insurance issued pursuant to (appropriate stale statute).
42 (11) "Health benefits" means benefits offered to employees on an in-
43 dcmnity or prepaid basis which pay the costs oT or provide medical,
44 surgical, or hospital cure.
45 (12) “ Eligible person" means an individual who is a resident of (stale)
46 and meets the enrollment requirements of Section 14 of this act. For pur-
47 poses of Sections 18, 19, and 20 only, “ eligible person” means any person
48 who while a resident of [stale) has been found by the. [commissioner of
49 public welfare] to have incurred an obligation to pay qualified expenses for

mmscii ana any ucpcnucms m any px-i w h kv u u h . ■•»>••<>■•
[40) percent o f his household income up to S( 15,000), plus (50) percent of 

-2 his household income between S| 15,000 and S25.000), plus (60) percent of
53 his household income in excess o f 5(25,0001, or (ii) 5(2,500), whichever is
54 grtaler.
55 (13) "Comprehensive health association" or "association" means the
56 association created by Section 10 o f this act.
57 (J4) "Medicare" means Part A and Part B o f the United States Social
58 Security Act, Title XVI11, as amended, 42 U.S.C. Sections 1394, el scq.
59 (J5 ) “ Medicare supplement plan”  means any plan of insurance protcc-
60 (ion which provides benefits for the costs o f medical, surgical, or hospital
61 care and which is marketed as providing benefits which complement or sup-
62 plcmcnt the benefits provided by Medicare.
63 (16) “ Stale plan premium" means the premium determined pursuant
64 to Section 8 o f this act.
65 (17) “ Writing carrier" means the insurer or insurers and health
66 maintenance organization or organizations selected by the association and
67 approved by the commissioner to administer the comprehensive health in-
68 surance plan.
69 (18) "Fraternal beneficiary association" or "fraternal" means a cor-
70 poration, society, order, or voluntary association without capital slock
71 which sells health and accident insurance in accordance with (appropriate
72 state statute).
73 (19) "Comprehensive health insurance plan" or "state plan”  means
74 policies of insurance and contracts of health maintenance organization
75 coverage offered by the association through the writing carrier.
76 (20) "Self-insurer" means an employer who directly provides a plan of
7 7  health coverage to his employees and administers the plan o f health
78 coverage himself or through an insurer. "Self-insurer" does not include an
7 9  employer engaged in the business of providing health care services to the
80 public who provide health care services directly to his employees at no
8 1  charge to them.
8 2  (2i ) "Self-insurance" means a plan of health coverage offered by a
8 3  self-insurer.
84 (22) "Qualified expense" m.ans any charge incurred subsequent to (in-
8 5  serl date) for a health service which is included in the list o f covered services
8 6  described in Section 6 (a), and for which no third parly is liable.
8 7  (23) "Household income" means the gross income of an eligible person
8 8  and all his dependents for the calendar year preceding the year in which an
8 9  application is filed pursuant to Section 18.
90 (24) “ Gross income" means income as defined in [appropriate stale tax
9 1  statute).
y2  (25) “ Third party" means nny person other than the cligi person or
^  his dependents.

1 Section 3. [Duties o f  E m ployer .)
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(a) Each employer who provides or makes available to his employees a 
plan o f health coverage shall mnke available to his employees employed in 
this state a plan or combination of plans which have been certified by the 
commissioner as a number two qualified plan. If the plan of health coverage 
docs not meet the requirements of Section 6 for a number two qualified 
plan, the employer shall make available a supplemental plan of health 
benefits which, when combined with the existing plan of health benefits, 
constitutes a number 'wo coverage plan. The plan or combinations of plans 
may be financed from funds contributed solely by the employer or solely by 
the employees or any combination thereof. The plans may consist of selT- 
insurance, health maintenance contracts, group policies, or individual 
policies or any combination thereof.

(b) In the event that an employer fails to make available at least a number 
two qualified plan health benefits to his employees employed in this 
stale, none of the employer’s costs for health benefits shall qualify as an in­
come lax deduction pursuant to (appropriate state tax statute]. In the case 
of an employer who meets the requirements o f (state statute defining tax ex­
empt organizations), if the employer fails to make available at least a 
number two qualified plan to his employees, the employer shall lose his 
status as an exempt organization.

Section 4. [D i i lies o f  /usurers.]
(a) For each type of qualified plan described in Section 6, an insurer or 

fraternal issuing individual policies of accident and health insurance in (his 
slate, other than group conversion policies, shall develop and file with the 
commissioner an individual policy which meets the minimum standards of 
that type of qualified plan. An insurer or fraternal issuing individual 
policies o r accident and health insurance in this stale shall offer each type of 
qualified plan to each person who applies and is eligible for accident and 
health insurance from (hat insurer or fraternal.

(b) An insurer or fraternal issuing Medicare supplement plans in this state 
shall develop and file with the commissioner a Medicare supplement policy 
which meets the minimum standards o f a qualified Medicare supplement 
plan. An insurer or fraternal issuing Medicare supplement plans in this state 
shall offer a qunliFcd Medicare supplement plan to each person who is eligi­
ble for coverage and who applies for a Medicare supplement plan.

(c) For each type of qualified plan described in Section 6, an insurer or 
fraternal issuing group policies of accident and health insurance in (his state 
shall develop and file with the commissioner a group policy which provides 
for each member of the group the minimum benefits required by (hat type 
of qualified plan. An ins cr or fraternal issuing group policies of accident 
and health insurance in this stale shall offer each type of qualified plan to 
each eligible applicant for group accident and health insurance.

(d) Each insurer and fraternal shall include coverage of major medical 
costs in every unqualified policy of accident and health insurance, unless (lie

25 applicant for a new or renewal policy declines the coverage in writing. The
26 coverage shall provide that when a covered individual incurs out-of-pocket
27 expenses o f S[5,000( or more within a calendar year for services coveted in
28 Section 6(a), benefits shall be payable, subject to any copayment authorized
29 by the commissioner, up to a maximum lifetime limit of $1250,000).
30 (e) No policy of accident and health insurance may be issued or renewed
31 in this state [180] days after (insert date) by an insurer or a fraternal which
32 has not complied with the requirements of this section.
33 (0  An insurer or fraternal may fulfill its obligations under (his section by
34 issuing the required coverages in their own name and reinsuring the risk and
35 administration of the coverages with the association in accordance with
36 paragraphs (5) and (6) of Section 10(g).
37 (3) Nothing in this section shall require an insurer or fraternal to offer or
38 issue a policy to any person who docs not meet the underwriting or member-
39 ship requirements of the insurer or fraternal.

1 Section 5. [Certification o f  Q ualified Plans.] Upon application by an in-
2 surer, fraternal, or employer for certification of a plan of health coverage as
3 a qualified plan or a qualified Medicare supplement plan for the purposes
4 of Sections 1 to 17. the commissioner shall make a determination within
5 (90) days as to whether the plan is qualified. All plans of health coverage
6 shall be labeled as ‘‘qualified’’ or “ nonqualified”  011 the front of the policy
7 or evidence of insurance. All qualified plans shall indicate whether they arc
8 number one, two, or three coverage plans.

1 Section 6 . [M inim um  Benefits o f  Q ualified Plan.]
2 (a) A plan of health coverage shall be certified as a number three qualified
3 plan if it otherwise meets the requirements established by [appropriate slate
4 statute] and the other laws of this slate and whether or not the policy is
5 issued in this state and meets or exceeds the following minimum standards:
6 (1) The minimum benefits for a covered individual shall, subject to the
7 other provisions of this subsection, be equal to at least [80) percent of the
8 cost of covered services in excess of nil annual deductible which docs not cx-
9 ceed $(150) per person. The coverage shall include a limitation of $(3,000]

|() per person on total annual out-of-pocket expenses for services covered
1 1 under this subsection. The coverage may be subject to a maximum lifetime
1 2 benefit 01 not less than $[250,000). Covered expenses shall be the usual and
13 customary charges for the following services and articles when prescribed
14 by a physician:
15 (i) Hospital services.
16 (ii) Professional services for the i.iugnosis or treatment of injuries,
17 llncsscs, or conditions, other than outpatient mental or dental, which arc
18 rendered by a physician or at his direction.
19 (iii) Drugs requiring a physician's prescription.
20 (iv) Services of a nursing home for not more Ilian (120) days in a year
21 if the services commence within (14) days following confinement of at least



22  (three] days in a hospital for (he same condition.
23 (v) Service of a home health agency up to a maximum of [ 180] visits
24 per year.
25 (vi) Use of radiu ? or other radioactive materials.
26 (vii) Oxygen.
27 (viii) Anesthetics.
28 (ix) Proslhescs.
29 (x) Rental or purchase, as appropriate, of durable medical equip-
30 mcnt.
31 (xi) Diagnostic X-rays and laboratory tests.
32 (xii) Oral surgery for partially or completely uncrupted impacted
33 teeth, a tooth root without the extraction of the entire tooth, or the gums
34 and tissues of the mouth when not perfornir ' in connection with the cxtrac-
35 tion or repair of teeth.
36 (xiii) Services of a physical therapist.
37 (2) Covered expenses for the services and articles specified in this
38 subsection do not include the following:
39 (i) Any charge for any care for any injury or disease either arising out
40 of an injury in the course of employment and subject to a worker’s compcn*
4 1 sation or similar law, for which benefits arc payable without regard to fault
42 under coverage statutorily required to be contained in any motor vehicle or
43 other liability insurance policy or equivalent self-insurance, or for which
44 benefits arc payable under another policy of accident and health insurance
45 or Medicare.
46 (ii) Any charge lor treatment for cosmetic purposes o.her Ilian
47 surgery for the repair of an injury or birth defect.
48 (iii) Any charge for travel other than travel by ambulance to the
49 nearest health care institution qualified to treat the illness or injury.
50 (iv) Any charge for confinement in a prjvatc room to the extent it is
51 in excess of (he institution’s charge for its most common semi-private room,
52 unless a private room is prescribed as medically necessary by a physician.
53 (v) That part of any charge for services or articles rendered or
54 prescribed by a physician, dent is', or olhcr health care personnel which cx-
55 coeds I lie prevailing charge in (lie locality where the service Is provided.
56 (vi) Any charge for services or articles the provision of which is not
57 within the scope oi authorized practice of the institution or individual
58 rendering the services or article'
59 (3) Effective [insert date), the minimum benefits for a qualified plan
60 shall include, in addition to those benefits specified in subsection (a)(1 ),
61 benefits for the following services subject to applicable deductibles, coin-
62 surance provision::, and maximum lifetime benefit limitations:
63 (i) Well baby carc.
64 (ii) Physicians' services for routine checkups and annual physicnls
65 when prescribed by a physician.
66 (iii) Mulliphasic screening and other diagnosPc testing. The cominis-

67 sioner by rule shall prescribe reasonable limits on the reimbursement re-
68 quired for these services.
69 (b) A plan of heal.h coverage shall be certified as a number two qualified
70 plan if it meets the requirements established by the laws of (his stale and
71 provides for payment of [80] percent of the covered expenses required by
72 this section in excess of a deductible which docs not exceed S[500] per pcr-
73 son.
74 (c) A plan of health coverage shall be certified as a number one qualified
75 plan if it meets the requirements established by the laws of this stale and
76 provides lor payment of [80] percent of the covered expenses required by
77 this section in excess of a deductible which docs not exceed S( 1.000] per pcr-
78 son.
79 (d) A health maintenance organization which provides the services re-
80 quired by [appropriate state statute) shall be deemed to be providing a
81 number three qualified plan.

1 Section 7. [Qualified Medicare Supplement Plan.] Any plan which pro-
2 vidcs benefits to persons over the age of 65 years may be certified as a
3 qualified Medicare supplement plan if the plan is designed to supplement
4 Medicare and provides coverage of [50] percent of the deductible and
5 copayment required under Medicare and [80] percent of the charges for
6 covered services described in Section 6(a), which charges arc not paid by
7 Medicare. The coverage shall include a limitation of $[ 1,000] per person on
8 total annual out-of-pockct expenses for the covered services. The coverage
9 may be subject to a maximum lifetime benefit of not less than S] 100 ,000],

* Section 8 . [5/o/e Plan Premium.]
(a) For the first year of operation of (he comprehensive health insurance

plan, the association shall establish the following premiums to oc charged
4 for membership in the comprehensive health insurance plan:

(1) The premium for the number one qualified plan shall be the average
6 of rates charged by the [live] insurers with the largest number of individuals
7 in a number one individual qualified plan of insurance in force in the stale.

(2) The premium for the number two qualified plan shall be the average 
9 of rates charged by the [five) insurers with (he largest number of individuals

10 in a number two individual qualified plan of insurance in force in the stale.
11 (3) The premium for a qualified Medicare supplement plan shall be the
12  averngc of rates charged by the [five] insurers with the largest number of in-
13 dividuals enrolled in a qualified Medicare supplement plan.
14 (4) The charge for health maintenance organization covcrngc shall be
15 based on generally accepted actuarial principles.
16 (b) For the second and subsequent years, the schedule of premiums for
17 membership in the comprehensive health insurance plan shall be designed to
18 be self-supporting and based on generally accepted actuarial principles.

I Section 9. [Duties o f Commissioner.] The commissioner may:



Comprehensive Health Insurance

7 (1) Formulate general policies to advance the purposes of Sections 1 to
5 17; the commissioner may also adopt, promulgate, repeal, and amend rules
4 pursuant to the rulemaking provisions of [slate administrative procedure
5 act] to carry out the provisions of Sections 1 to 17.
6 (2) Supervise the creation of a comprehensive health association within
7 the limits described in Section 10.
8 (3) Approve the selection of the writing carrier by the association and
9 approve the association's contract with the writing carrier including the

10 slate plan coverage and premiums to be charged.
I i (4) Appoint advisory committees.
12 (5) Conduct periodic audits to assure the general accuracy of the finan-
13 cial data submitted by (he writing carrier and the association.
1 4  (6) Contract with the federal government or any other unit of govern-
1 5  ment to ensure coordination of the state plan with other governmncntal
1 6  assistance progrants.
1 7  (7) Undertake directly or through contracts with other persons studi ;s
1 8  or demonstration programs to develop awareness of the benefits of Sections
1 9  I to 17, so that the residents of this stale may best avail themselves of the
2 0  health care benefits provided by these sections.
2 | (8) Contract with insurers and others for administrative services.

Section 10. [Comprehensive Health Association.]
2 (a) There is established a comprehensive health association with mcmber-
1 ship consisting of all insurers, self-insurers, fratcrnals, and health 

maintenance organizations licensed or authorized to do business in this
5 stale.
6 (b) The board o f directors o f the association shall be made up of [seven)
1 individuals select'd by participating members, subject to approval by the
8 commissioner. T , select the initial board of directors, and to initially
9 oiganizc the association, the commissioner shall give notice to all members 

10 oT (l.c lime and place of the organizational meeting. In determining voting
II rights at the organizational meeting, each member shall be entitled to vole
12 in person ot by proxy. The vote shall be a weighted vote based upon the
13 member's cost o f sclf-insurnncc, accident and health insurance premium,
14 subscriber contract charges, or hc.il.h maintenance contract payment dc-
15 rived from or on behalf of residents the previous calendar year, as dctcr-
16 mined by the commissioner. If the board of directors is not selected with1*'
17 160) days after notice of inc organizational meeting, (lie commissioner may
18 appoint the initial board, in approving or selecting members of the board,
19 the commissioner shall consider, among o 'her things, whether all types of
20 members arc fairly represented. Members of thr. bm rd may be reimbursed
21 from the moneys o f the association for expenses incurred by (hem as
22 members, but shall not otherwise be compensated by the association for
23 (heir services. The costs of conducting meetings of the association nnd its
24  board o f directors shall he borne by members o f the association.
2 5  (c) All members shall maintain their membership in the association as a

26 condition or doing business in this 51 Hie. l ie  ussucnmmi smut rmimn-
27 bylaws and operating rules to the commissioner for approval.
28 (tl) All meetings of the association, its board, nnd any committees of the
29 association shall comply with the provisions of (slate open meetings act).
30 (e) All members shall enter into a contract with the association according
31  to terms specified in Section II . The contract of reinsurance shall be ex-
32  ecuted for a period of one year and shall be renewed annually thereafter. A
33 company which ceases to do business within the state shall remain liable
34  under the contract for the reinsurance contracted for during that calendar
35 year-36 ( 0  In the performance of their duties as members of (he association, the
37 members shall be exempt from the provisions of [state antitrust statute],
38 (g) The association may:
39 (I) Exercise the powers granted to insurers under the laws o f this stale.
40 (2) Sue or be sued.
41 (3) Enter into contracts with insurers, similar associations in other
42 states, or other persons for the performrncc of administrative functions in-
43 eluding the functions provided for in paragraphs (5) and (6) of this subscc-
44 lion.
45 (4) Establish administrative and accounting procedures for the opera-
46 (ion of the association.
47 (5) Provide for the reinsuring of risks incurred as a result of issuing the
48 coverages required by Sections 4 and 16 by members of the association.
49 Each member which elects to reinsure its required risks shall determine (he
50 categories of coverage it elects to reinsure in the association. The categories
51 of coverage are: (0 individual qualified plans, excluding group conversions;
52 (ii) group conversions; (iii) group qualified plans with fewer than [50] 
5) employees or members; and (iv) major medical coverage. A separate clcc-
54 lion may be made for each category of coverage. If a member elects to rein-
55 sure the risks of a category of coverage, it must reinsure the risk of llie
56 coverage of every life covered under every policy issued in that category.
57 Members electing to administer the risks widen arc reinsured in the associa-
58 tion shall comply with (lie benefit determination guidelines and accounting
59 procedures established by the association. The fee charged by the associa-
60 tion for the reinsurance of risks shall not be less than |l I0| pci cent of, the
61 total anticipated expenses incurred by the association for the reinsurance.
62 (6) Provide for the administration by the association of policies which
63 arc reinsured pursuant !o paragraph 5 of this subsection. Each member
64 electing lo reinsure one or more categories o f  coverage in llic association
65 may clccl lo have (he association administer the categories of coverage on
66 (he member's behalf. If a member elects to have (he association administer
67 the categories of coverage, it musl do so for every life covered under every
68 policy issued in (hat category. The fee for the administration shall nol be
69 less Ilian [ 1 1 0 ] percent of the total anticipated expenses incurred by (lie
70 association for the administration.



z tnj upon cert mention as an eligible person in the manner provided by
3 Section 14, an eligible person may enroll in the co~pre..cnsivc health in-
4 surancc plan by payment of the state plan premium to the writing carrier.
5 (b) Any employer which lias in its employ one or more eligible persons
6 enrolled in the comprehensive health insurance plan may make all or any
7 portion of the slate plan premium payment to the state plan directly to the
8 writing carrier.
9 (e) Not less Ilian [87'/}) percent of the slate plan premium paid to the

10 writing carrier shall be used lo pay claims, and not more than [l2'/a) percent
11 shall be used for the pavmcnt of agent referral fees as authorized in Section
12 15(c) and for payment of the writing carrier’s direct and indirect expenses,
13 as specified in Section 13(g).
14 (d) Any income in excess of (he costs incurred by the association in pro-
15 iding reinsurance or administrative services shall be held at interest and us-
16 ed by the association to offset losses due to claims expenses of the state plan
17 or allocated to reduce slate plan premiums.
18 (c) Each member of the association shall share the losses due tc claims ex-
19 pcnscs of the comprehensive health insurance plan pursuant to the terms of
20 the individual reinsurance contracts executed by the association with each
21 member in accordance with Section 10(e). Deviations in the claim ex-
22 pcricnce of the state plan fr^m the premium payments allocated to the pay-
23 mcnt of benefits shall be the liability of the association members. Associa-
24 tion members shall share in the excess costs of the slate plan in an amount
25 equal to the ratio of the member’s total cost of self-insurance, accident and
26 health insurance premium, subscriber contract charges, or health
27 maintenance organization contract charges received from or on bchair of
28 [stale) residents as divided into the total cost of self-insurance, accident and
29 health insurance premium, subscriber contract charges, and health
30 maintenance organization contract charges received by all association
31 members from or on behalf of [slate) residents, as determined by the com-
32 missioncr. The reinsurance contract shall provide for a retroactive delcr-
33 initiation of each member’s liability and payment due within (30) days after
34 each renewal date of the reinsurance contract. Failure by a member to
35 lender lo the association the assessed reinsurance payment within |30) days
36 of notification by the association shall be grounds for termination of the
37 member’s membership. Net gains, if any, from the operation of the slate
38 plan shall be held at interest and used by the association to offset Enure
39 losses due lo claims expenses of the slate plan or allocated to reduce state
40 plan premiums.

1 Section 12. |Minimum Ilenefits o f Comprehensive Health Insurance
2 Plan.] The association through its comprehensive health insurance plan
3 shall offer policies which provide the benefits of a number one qualified
4 plan, a number two qualified plan, and a qualified Medicare supplement
5 plan. They shall offer health maintenance organization contracts in those

areas of the state where a health maintenance organization lias agreed to 
make the coverage available and has been sclccied as a writing carrier.

Section 13. [Administration o f Plan.]
(a) Any member of the association may submit to the commissioner (he 

policies of accident and health insurance or the health maintenance 
organization contracts which a> j  being proposed to serve in I he comprehen­
sive health insurance plan. The lime and manner o f  the submission shall be 
proscribed by rule of the commissioner.

(b) Upon the commissioner’s approval of the pol'cy forms and contracts 
submuted pursuant lo Section 10, die association shall scicct polices and 
contracts submitted by a member or members of the association lo be t.ic 
comprehensive health insurance plan. This selection shall be based upon 
criteria including the member’s proven ability to handle large group acci­
dent and health insurance cases, efficient claim paying capacity, and the 
estimate cf total charges for administering the plan. The association may 
select separate writing carriers for (he two types of qualified plans, the 
qualified Medicare supplement plan, and the health maintenance organiza­
tion contract.

(c) The writing carrier snail perform all administrative and claims pay­
ment functions required by this section. The writing carrier shall provide 
these services for a period of [three) years, unless a request 'o  terminate is 
approved by the commissioner. The commissioner shall approve or deny a 
request to terminate within [90| days of its receipt. A failure to m a k e f i n a l  
derision on a request to terminate within the speeded period shall be 
deemed to be an approval. (Six) months prior to the cxpir.",:on of each 
(threc)-ycar period, (he association shall invite submissions o'. i.!icy forms 
from members of I he association, including (lie writing carrier. The associa­
tion shall follow the provisions of subsection (b) in selecting a 
writing carrier for the subsequent three-year period,

(d) The writing carrier shall provide lo all eligible persons enrolled in the 
plan an individual certificate, setting forth a statement as lo the insurance 
protection lo which he is entitled, with wliomsclaims arc to be filed and to 
whom benefits arc payable. The certificate shall indicate '.hat coverage was 
obtained through the association.

(c) The writing carrier shall submit to the association and ;!:c commis­
sioner on u monthly basis a report on the operation of the slate plan. 
Specific information to be contained in this report shall be determined by 
the association prior to the effective date of the stale plan.

(0  All claims shall be paid by the writing carrier pursuant to the ptovi- 
sions of Sections I to 17 and shall indicate that the claim was paid 
by the state plan. Each claim payment shall include information specifying 
the procedure to be followed in (he event of a dispute over the amount of 
payment.

(g) The writing carrier shall be reimbursed from the slate plan premiums 
received for its direct nnd indirect expenses. Direct and indirect expenses



44 shall include, but need not be limited (o, a pro rata reimbursement for that
4 5 portion o f the writing carrier's administrative, printing, claims administra-
46 tion, management and building overhead expenses which arc assignable lo
47 me maintenance and administration of the state plan. The association shall
4H approve cost accounting methods to substantiate the writing carrier’s cost
49 reports consistent with generally accepted accounting principles. Direct ar.d
50 indirect expenses shall not include costs directly related to (he original sub-
51 mission of policy forms prior to selection ns the writing carrier.
52 r  ; The writing carrier shall at all times when carrying out its duties under
53 Sections 1 to 17 be considered an agent of the association and the commis-
54 sioncr with civil liability subject tc the provisions of [appropriate state tort
55 liability slatntc).
5 6  (i) Premiums received by the writing carrier for the comprehensive health
57 insurance plan arc specifically exempted from the provisions of Section 15 .

1 Section 14. [Enro llm ent by E ligib le Person.)
2 I-’’) The comprehensive health ip .urancc plan shall be open for enrollment
3 by e l ig ib le  p e r s o n s .  An e l ig ib le  'C .son may e n r o l l  by su bm is s ion  of a ccr-
4 lificalc of eligibility to the writing carrier. The certificate shall provide the
5 following:
6  (I) Name, address, age, and length of time at residence of the appli-
7 cant.
H (2) Name, address, and age of spouse and children, if any, if they are to
9 be insured.

1 0  (3) Evidence of rejection, or a requirement of restrictive riders, or a
1 1  preexisting conditions limitation on a qualified plan, the effect of which i.>
1 2  to substantially reduce coverage from that received by a person considered a
13 standard risk, by at least [two] association members within (six) months of
14 the date of the certificate.
1 5  (4) A designation of (lie coverage desired.
16 (b) Within [301 days of receipt of the certificate described in Section
17 14(a), 'lie writing carrier shall either reject the application for failing to 
IH comply with the requirements in Section 14(a) or forward the eligible person
19 a notice o f acceptance and billing information. Insurance shall be effective
2 0  immediately upon receipt of the first month’s state plan premium, and shall
21  he retroactive lo the date of application, if the applicant otherwise complies
2 2  with the requirements of Sections I to 17. An eligible person may not pur-
23 chase more than one policy from the state plan,
24 (c) No person who obtains coverage pursuant lo this section shall be
25 covered lor any preexisting condition during the first [six] months of
26 coverage under the stale plan if the person was diagnosed or treated Tor that
27 condition during the |9()| days immediately preceding the filing of an tip-
28 plication.

1 Section 15. [Solicitation o f  Eligible Persons.)
2 (a) The association ptirsua'il lo a plan approved by (lie commissioner

~ 5  shall d i.w im na te  app ru p rm e m iu n m m un to me n . .u u m u  ui m u  mum
4 regarding the existence o f the comprehensive health insurance plan and the
5 means o f enrollment. Means o f communication may include use o f (lie
6 press, radio, and lelcv'-jion, as well as publication .n appropriate state of-
7 fices and publications.
8 (b) The association shall devise and implement means c f  maintaining
9 public awareness of the provisions of Sections 1 to 17 and shall administer

10 these sections in a manner which facilitates public participation in the state
1 1  plan.
12 (c) The writing carrier shall pay an agent's referral fee of $[25) to each in-
13 surancc agent who refers an applicant to (lie state plan, if (he application is
14 accepted. Selling or marketing of qualified slate plans shall not be limited 10
15 the writing carrier or its agents. The referral Tees shall be paid by the writing
16 carrier from money received a; premiums for the state plan.
17 (d) Every insurer which rejects or applies underwriting restrictions to an
18 applicant for accident and health insurance shall notify the applicant of the
19 existence of the state plan, the requirements for being accepted in it, and the
20 procedure lor applying to it.

Section 16. [Conversion Privileges.] Everv program of self-insurance, 
2 policy of group accident and health insurance or contract of coverage by a 
5 health maintenance organization written or renewed in this stale shall in-
4 elude the right lo convert to an individual coverage qualified plan without
5 the addition of underwriting restrictions regardless of the reason for leaving
6 the group. The person leading the group may exercise his right to conversion
7 within [30] days of leaving the group. Plans of health coverage shall also in-
8 elude a provision which, upon the death of the individual in whose name the
9 contract was issue J, permits every other individual then covered under the

10 contract to elect, within the period specified in the contract, to continue his
11 coverage under the same or a different contract without the addition of 
l’2 underwriting rcitrictions until he would have ceased to have been entitled lo 
13 coverage liautnc individual in whose name the contract was issued lived.

* Section 17. [Dual Option.)
2 (a) An employer who employs in this slate, 011 the n .crage during a eaten-
3 dar quarter, [l()0 ] employees or more, other (linn employees engaged in
4 seasonal employment, and who offers a health benefits plan lo employees,
5 whether purchased from an insurer or a health maintenance organization,
6 or provided on a self-insured basis, shall, upon the next renewal of the
7 health benefits plnn contract, offer his employees a dual option to obtain
8 health benefits through either an accident and health insurance policy or a
9 health maintenance organization contract if one is available. An option

10 need not c provided if fewer than [25) employees select that option.
11 (b) An employer may innkc the dual offers through an insurer, a health
1 2 maintenance organization or on a self-insured basis. I f an offer is made on a
13 self-insured basis, the accident and health insurance type of coverage or



**» hcnllli maintenance organization type o f coverage shall meet the re-
15 quirements of the laws of this state as to the services covered or benefits
16 provided, but need not otherwise be approved by the commissioner or the
17 board of health.
IK (e) No insurer shall make acceptance of its offer to provide insurance
19 coverage contingent on acceptance by the employer oT health maintenance
20 organization coverage by a particular health maintenance organization. f"~
21 health maintenance organization shall make acceptance of its offer to pro
22  vide health mainicnai'1'** organization coverage contingent on acceptance by
23 the employer ot Insurance coverage by a particular insurer. No offer to pro-
24 vide the accident and health insurance policy and the health maintenance
25 organization contract shall combine the two in a single price package.
26 (d) The |boa.rd of health], in consultation with the commissioner, shall
27 adopt rules to implement the provisions o f this section.

1 Section 18. [Application fo r  Assistance.]
2 ( a )  Any person who believes that they arc or will become an eligible pcr-
3 son may submit an application for stale assistance to the [commissioner of
4 public welfare). The application shall include a listing of expenses incurred
5 prior to the date of the application and shall designate the date on which the
6 | 1 2 ]-month period To. computing expenses began.
7 (b) If the [commissioner of public welfare] determines that an applicant is
8 an eligible person, lie shall pay [90) percent of all qualified expenses of the
9 eligible person and his dependents in excess of. (I) [40) percent of his

10 household income under $[15,0001, plus [50) percent of his household in-
11  come between $(15,000) and $(25,000), plus (60) percent of his household
12 income in excess of $|25,000); or (2) $[2,500), whichever is greater for the
13 |l2]-inon(h period in which the applicant becomes an eligible person. If the
14 (commissioner of public wclfarcj determines that the charge for a health
15 service is excessive, he may limit his payment to the usual and customary
16 charge for that service. It the (commissioner of public wcll'nrci determines
17 that a health service provided to an eligible person was not medically 
|g necessity, lie may refuse lo pay for the service. To the extent feasible, the
19 (commissioner of public welfare| shall contract with a review organization
20 in making any determinations as to whether or not a charge is excessive. To
21 the extent feasible, the [commissioner of public welfare) shall contract with
22 a revic- organization in making any determination as to whether or not a
23 service was medically necessary. If the (commissioner of public welfare), in
24 accordance with (his section, refuses to pay all or a part of the charge for a
25 health service, the unpaid portion of the charge shall be deemed to be an un-
26 conscionnble fee, against the public policy of this state, and unenforceable
27 in any action brought for the recovery of moneys owed.

1 Section 19. [Duties o f Commissioner.}
2 (a) The [commissioner of public ve'*are) shall:
3 (I) from'ilgate reasonable rules to implement Sections 18 to 20.

L

(2) Establish application forms and procedures for the use of persons 
5 seeking to be declared eligible persons.

(3) Investigate applications lo determine whether or not the applicant is 
2 a qualified person and investigate claims from providers of health services 
8 to determine whether or not to pay them.
^ (b) The [commissioner of public welfare) may:

1 0  (I) Enter into contracts with the United Stales or any state agency, in-
1 1  strumentality or political subdivision for the purpose o f coordinating the
1 2  program established by this act, with other programs which provide or pay 
*3 for the delivery of health services.

(2) Enter into contracts with third parties lo perform some or all o f the
15 duties imposed on the [commissioner of public welfare] by Sections 18 and
16 19.

1 Section 20. [Appeals.] The final decision of the [commissioner of public
2 welfare) in denying an application for status as an eligible person or denying
3 all or part of the charges for a health service may be appealed by any in-
4 terested party pursuant to (state administrative procedure act).

I Section 21. |Severability.) (Insert severability druse.)

I Section 22. [Repeal.) (Insert repealer clause.|

I Section 23. [E ffective Date.] [Insert effective date.)
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EorewoAid

In the {jdit c * 1972, Alaska entered the national Mcdlcal.d prog-ram, 
providing certain oh Its citizen* thereby a limited spectrum oh mealcal 
care service*.

S i n c e  till* modest beginning, the legislature ha* lncAea*ed Medicaid 
coverage by the addition oh a h<iw service* above tho*e which the Atate 
1* required to coven. In order to participate In the hzderal program. 
There optional Aenvlce* allowed the Atate to earn addition "matching" 
hederal hand*, some oh which wene a dlnect one-hor-one o ^ - s e t  to medical 
cane eKpendltuA.es that the state Itselh had been pnevlously paying h°r 
In theln entirety. Other pnognam addition* resulted In increased state 
expenditures, but provided a more complete medical coverage package.

In onden to maximize the benehlt* h/LOm Ihe additional expenditures, 
optional service additions must ufidengo carehul scrutiny to Insure that 
the option* chosen return the greatest level oh benehlt* In terms oh 
meeting the health need* ?h th e  approx imate ly  s even  percent oh Alaska's 
population served by the iledlcald program, during 1976, a number oh 
l e g i s l a t o r s  Indicated the, a desire to have better Inhormatlon upm which 
to base their decisions concerning tixe addition [or deletion) oh various 
possible optional services. In order to meet this need, Miss Veborah 
Behr oh the Research Division stahh began, In June oh 1976, an extensive 
ehhofll directed at reviewing public a*si*tance eligibility supervisors' 
perceptions oh client requirements, analyzing written denials o($ addi­
tional client service requests, and obtaining Inhormatlon ĥorn various 
states regarding their experience with selected options. The present 
study is the result oh this ehhort..

Gregg K. Erickson 
Director oh Research 
Legislative Ah hairs Agency

Juneau, Alaska,
February, 1977
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O P T I N G

A S t u d y  o f  M e d i c a i d  C l i e n t  N e e d

PART I, OVERVIEW OF THE MEDICAID PROGRAM 

INTRODUCTION t o  t h e  program

Med ica id  i s  a program funded j o i n t l y  by the federa l  and s t a t e  govern ­
ments which a id s  c e r t a i n  needy Alaskans in p rov id in g  payments f or  them 
to r e c e i v e  med ical  s e r v i c e s .  K  helps assure  tha t  medical  s e r v i c e s  are 
a v a i l a b l e  to those  needy e l i g i b l e  persons when they are i l l  or in ju r ed .
I t  a l s o  a s s i s t s  ir, guarantee ing  that  the h i g h e ' t  q u a l i t y  care  o f  the 
kind required by the p a t i e n t ' s  c o nd i t i o n  i s  a v a i l a b l e ,  by mandating 
c e r t a i n  med ical  rev iews of  patier t care  and treatment . Med ica id  a l s o  
attempts to make s e r v i c e s  a v a i l a b l e  by u t i l i z i n g  the pre sen t  system of 
p r i v a t e  p r a c t i t i o n e r s ,  f a c i l i t i e s ,  and i n s t i t u t i o r  s to p rov id e  the care  
required a t  the lowes t  p o s s i b l e  c o s t  to the taxpayer.

STATE PLAN FOR MEDICAID

The Med ica id  program in Alaska i s  admin istered by a s i n g l e  s t a t e  agency ,  
the Department o f  Hea lth  and S o c i a l  S e r v i c e s ,  which i s  r equ ired  to 
submit a s t a t e  p lan  to the Secre tary  of  the f edera l  Department o f  H ea l t h ,  
E duca t i on ,  and Welfare  for  h is  review and approva l .

The s t a t e  p lan i s  e s s e n t i a l l y  a c on trac t  between the s t a t e  department 
and the federa l  Department o f  Hea l th ,  Educa t i on ,  anc Welfare  s p e c i f y i n g  
c o n d i t i o n s  to be met in order  to q u a l i f y  for  federa l  f i n a n c i a l  p a r t i c i ­
p a t i o n .  Some t o p i c s  inc luded  in i t  are :

1. e l i g i b i l i t y  de term inat ion
2. r e c i p i e n t  e l i g i b i l i t y
3. e l i g i b i l i t y  v e r i f i c a t i o n
4. medica l s e r v i c e s
5. hea l th  care
6. q u a l i t y  c on tro l
7. f a i r  hear ings
8. methods of  a dm in i s t r a t i o n
9. u t i l i z a t i o n  rev iew 

10. fraud

Many of these  items are required be inc luded in the plan (mandatory),  
but o thers  the s t a t e  may d ec id e  whether or not to i n c lud e  ( o p t i o n a l ) .
The op t i ona l  p or t ion s  a l l o w  the s t a t e  to shape a medica l  a s s i s t a n c e  
program to the needs and f i n a n c i a l  resources  of i t s  c i t i z e n s .



DIFFERENCES BETWEEN MFDICAID AND MEDICARE

Medicaid is often confused with the Medicare, program in the state. 
Medicaid is a medical assistance program for certain needy low-income 
people. In Alaska, Medicaid is administered by the Division of Public 
Assistance, an agency of the Alaska Department of Health and Social 
Services. It is authorized under Title XIX of the federal Social 
Security Act and AS 47.07.010-.080 of the Alaska statutes. States can 
design their own programs within set federal guidelines to meet the 
needs and resources of its citizens. Medicaid programs can and do vary 
from state to state.

In comparison, Medicare is a medical insurance program for those people, 
rich or poor, covered by Social Security. It is administered by the 
Social Security Administration of the federal government. The program 
is the same in all fifty states. Almost everyone over 65 and some 
younger persons who have been receiving Social Security disability 
payments for at least two years qualify for the program.

BRIEF HISTORY OF MEDICAID PROGRAM IN ALASKA

On July 6, 1972, Alaska became the 49th state to provide the Medicaid 
program for its residents. The state had, since the mid-60's, provided
for such services under the General Relief - Medical program. Costs had
risen from $1.8 million to $8.7 million in FY 72. This dramatic in­
crease was due to many factors, the major ones being:

1. The number of eligibles had increased, but the rate of expenditure 
was increasing at even a faster pace.

2. The scope of the program had been liberalized and expanded with
a related increase in utilization of services.

3. Medical care costs were rising at a rate disproportionate
to that of other costs of living.

In light of this situation, the administration and the legislature came
to basic conclusions that the General Relief - Medical program, which
was supported 100% with state monies, had need of administrative controls 
to review services and, hopefully, reduce health care expenditures.
There was a general consensus that either the General Relief - Medical 
program hod to be upgraded or research should be done to investigate the 
possibility of the implementation of the Medicaid program. In April,
1972, the Department of Health and Social Services contracted with 
Touche Ross end Company, a public accounting firm, to develop a cost 
benefit study of the Medicaid program. Budgets were developed and 
testimony was made to the legislature that session. On June 17, 1972, 
the enabling bill for the Medicaid program passed the legislature and 
was later signed into law with an effective date of July 6, 1972. (The 
history of the program can be traced on Table 1: Medicaid History Time­
line.)

- 2 -



TABLE 1

Date

April 10, 19'2 

April 18-June 9, 1972 

May 10, 1972

June 17, 1972 

July 6, 1972 

September 1, 1972 

September 28, 1972

April 4, 1973

May 16, 1974

May 16, 1974

July 13, 1974

April 15, 1975 

September 2, 1975

March 12, 1976 

June 21, 1976 

July 1, 1976

July 1, 1976

State of Alaska 
Medicaid History Timeline

Occurrence

Touche Ross & Company begin Medicaid System Design

Departmental Presentation to Legislature

Department of Health and Social Services' Steering 
Committee Established

Enabling Bill Passes Legislature

Medicaid Becomes Law

Medicaid Implemented

State Plan Submitted to Federal Department of Health, 
Education and Welfare

Effective date of Intermediate Nursing Home 
Care Option

Effective date of Inpatient Psychiatric Hospital 
Option for Eligible Persons 65 or Over and Under 22

Effective Date of Miscellaneous Minor Eligibility 
Groups (Primarily needy children under 21 in foster 
care under supervision by Department of Health and 
Social Services)

Effective date of 60 day limit on filing Medicaid 
claims

New Division of Public Assistance Formed

Effective date of Intermediate Nursing Home Care 
for Mentally Retarded Under 21 who Meet AFDC 
Need Standards Option

Effective date of Eye Glasses and Optometrist 
Service Options

Effective Date of New Nursing Home Group of 
Eligibles

Effective Date of Limited Clinic. Cervices Option 
(Primarily Community Mental Health Centers and 
State Operated Mental Centers)

Effective date of Treatment of Speech, Hearing, 
and Language Disorders Option

-3-



The Department of Health and Social Services worked during the interim 
period to provide che necessary procedures and organization to make 
Medicaid an administrative reality in Alaska. A new Division of Medical 
Assistance in the Department of Health and Social Services was formed to 
administer the new program, as well as the remnants of the General 
Relief - Medical program. On September 1, 1S72, the Medicaid program 
was actually implemented. (The Division continued to administer the 
program until April, 1975, when the new Division of Public Assistance 
was formed. This new division combined the eligibility determination, 
income maintenance, and medical assistance functions into one organiza­
tional grouping in the sti,f>..) Later that month, the official state 
plan was submitted to the federal Department of Health, Education and 
Welfare for its approval.

With the approval of the state plan, Alaska realized the benefits due to 
implementation of the Medicaid program:

1. Federal matching funds for medical expenditures became 50%, 
thereby allowing the continuation of the level of medical 
services without further increase in state general fund ex­
pend i ture.

2. Federal match for categorical assistance programs under the 
Social Security Act increased from 30% to 50%.

3. Administrative controls, seen as necessary, were implemented 
to fulfill Medicaid requirements in order to receive federal 
financial participation.

When the legislature approved the Medicaid program, it included a 
restriction in statute mandating that all new services or eligibility 
group additions must receive its approval. At time of passage, the 
enabling legislation included those services and eligibility groups 
mandated by the federal government in order to receive federal financial 
participation. Since that time, the legislature has added few additional 
services or eligible groups.

The legislature added the first additional service option in 1973. At 
that time, intermediate nursing home care was selected. This option 
permitted the coverage of a lower and less expensive level of nursing 
home care. This addition allowed many Medicaid recipients in skilled 
nursing, who d'd not require that level of treatment, to be properly 
placed in inte. -'ediate nursing care thus "saving" state general fund 
dollars.

In 1974, the inpatient psychiatric hospital services option was added 
for eligible persons 65 years of age or over and 21 or under. This 
allowed the state to claim federal reimbursement for some oersons at 
Alaska Psychiatric Institute, who were eligible for Medicaid coverage 
and were at that time receiving their care 100% from state monies.
Also, other small groups of new eligibles were added at that time. 
Primarily they consisted of certain needy foster care children under 21 
supervised by the Department of Health and Social sorvires. Prior to



that time these children had, in mutt cases, received coverage for their 
health care through the General Relief-Med-ical program. Also, legisla­
tion was passed requiring that medical assistance claims be submitted 
promptly, no later than six months afte date of service or third party 
payment was received. This permitted more administrative control of 
expenditures and allowed for greater accuracy in budget projections.

The option to include a new group of needy eligibles under 21 who were 
in intermediate nursing homes for the mentally retarded became effective 
in 1975. This permitted a group of children at Harborview Memorial 
Hospital, Alaska Psychiatric Institute, and Hope Park to receive Medi­
caid coverage and, hence, additional federal dollars could be earned for 
their care.

In 1976 the legislature chose to add four new items to the program. A 
new group of needy persons became eligible for Medicaid covei age for 
their nursing home care due to an addition of an option. Also, that 
session, prescription eyeglasses and optometrist's services were added 
to the program. The legislature also approved the addition of limited 
clinic services which allowed state operated mental health centers and 
state approved community outpatient mental health centers receiving 
grants under A.S. 47.30.520 - 47.30.620 to be covered. This permitted 
federal funds to be earned in these state general fund supported pro­
jects. Also, at that time, the coverage of treatment of speech, hearing 
and language disorders was cdded to the Medicaid program.

The legislature has shown interest in examining and evaluating the 
available Medicaid options, as seen by the recent history of the program 
in the state. Many of these options, especially in the case of coverage 
of nursing home care for certain needy eligible persons, actually "saved 
state money. By adding them to the Medicaid program, federal funds 
could be realized for some of those services, which were being paid at 
that time 100% from state general funds. Also, by increasing the scope 
of the service package, e more consistent meGical treatment program 
could be offered to these needy persons. For example, prior to the 1976 
addition, eyeglasses were not generally available to all Medicaid eli- 
qibles who needed them. Only Medicaid eligible children who had been 
seen in early screening programs and referred for eyeglasses could be 
reasonably assured of coverage under the program for their lenses.
Needy adults, such as those in nursing homes, had no such guarantee.

Alaska was on:- of the last states to join the Medicaid program and has 
been cautious in increasing the scope of the program in the state. In 
comparison with many other states in the program, Alaska's program is 
limited, with few service and eligibility group options beyond those 
basic services ar.J grou|.s required to maintain compliance with the 
program. This paper will later examine the current scope of the program 
and the options available under it that the legislature may be called 
upon to evaluate in 1577 and thereafter.



PART II. CURRENT STATUS OF MEDICAID PROGRAM IN ALASKA
ELIGIBILITY OF CLIENTS

The Alaska Medicaio program provides coverage for certain needy persons 
receiving or eligible .j receive public assistance, under-

Federal Supplemental Security Income (SSI),

Alaska Old Age Assistance (HhA),

Alaska Aid to the Blind (AB),

Alaska Aid to the Disabled for Persons who Meet cederal Criteria
for Disability (AD), or

Aid to Families with Dependent Children (AFDC),

and certain others (mostly children)

Alaska does not cover the medically needy under its Medicaid program.

In general to be eligible for Medicaid in Alaska, an individual must:

(1) Be physically present in flluska at time of application and 
citizen of U.S. or lawfully admitted alien;

(2) Not be in a public institution such as a jail (a person may
however be in chronic disease facility such as a riursinq
home);

(3) Not have more than $1,500 in non-exempt personal property; 
this excludes a home (there is no lien requirement), personal 
belongings, in certain cases, a necessary automobile
and some types of income producing property;.

(4) Not have transferred property tu qialify for assistance;

(5) Meet program requirements such as olind, disabled, aqed over 
65, or dependent, child

The Division of Public Assistance examines the financial and living 
situation to determine if a person is eligible. As a basic rule, if a 
family of four meets general program requirements, has monthly net 
income of no more than $400 earned (excluding reasonable work related 
expenses) and unearned income, the family would qualify for assistance 
under Aid to Families With Dependent Children program. There is no 
geographical differential on the total amounts allowed. The amounts 
vary for the adult programs (OAA, AB, AD) but generally, if household 
expenses (excluding fuel) are over $35 a month and the net income is 
no more than $334 a month of earned (excluding reasonable work-related 
expenses) and unearned income, a single person family would qualify 
i* other program requirements are met. The $334 figure can vary annually
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in accordance with cost of living adjustments required in AS 47.25.640; 
47.25.430; 47.25.810. Eligibility for categorical assistance programs 
automatically makes one eligible for Medicaid.

SERVICES COVERED UNDER MEDICAID

The State of Alaska covers basically two types of services: mandatory, 
which the states are required to provide, and optional, which the state 
may provide and receive federal reimbursement. Alaska provides all 
mandatory services, but optional services are limited.

Mandatory Sp\vic&>

Alaska must provide the following services: 1) inpatient
hospital services; 2) outpatient hcspital services; 3) physi­
cian's services; 4) x-ray and laboratory services; 5) skilled 
nursing home services; 6) home health services; 7) early and 
periodic screening, diagnosis, and treatment of children under 
21; and 8) family planning services. Alaska also is required 
to cover transportation necessary to receive medical service, 
if unavailable from any other source, but it is not listed as 
a federal requirement.

Optional S&tvlceA

In addition to the mandatory services, Alaska provides and 
receives federal reimbursement for the following services:

(1) Inpatient psychiatric hospital services for indi­
viduals age 65 or older or under age 22

(2) Intermediate care facility services
(3) Skilled nursing for those persons under 21 years 

of age
(4) Emergency hospital services
(5) Eyeglasses prescribed by a physician skilled in 

diseases of the eye or by an optometrist
(6) Services for individuals with speech, hearing, and 

language disorders
(7) Services through state approved out-patient community 

mental health clinics which receive grants under
AS 47.30.520-47.30.620 and state-operated mental 
health clinics

(8) Optometrist's services and limited dental and 
prosthetic devices as required under EPSDT regulations

Other services that the state could choose to provide for certain 
of its needy individuals, but which has not yet opted for, include

(1) Prescribed drugs

(2) Dental Services (for persons over 21 not covered under 
the early screening program)

(3) Dentures
(4) Prosthetic devices (for persons over 21 not covered 

under the early screening program)
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(5) Private duty nursing
(6) Physical therapy and related services
(7) Chiropractor's services and other practitioners
(8) Podiatrist's services
(9) Care for patients aged 65 or older in Institutions for 

Tuberculosi s
(10) Other diagnostic services, screening, preventive 

services, rehabilitative services

Parts III through V of this report deal later with these optional services 
in more depth, examining the need and aspects to consider in the evaluation 
of these alternatives to the program.

FINANCIAL PARTICIPATION BY FEDERAL GOVERNMENT

The federal government financially participat" in the Medicaid program 
by means of matching state dollars for allowai. e administrative and 
medical expenditures. Services to eligible clients receive 50% reimburse­
ment, except for family planning supplies and services which are matched 
at 90% level. Administrative costs are generally matched at 50%. 
Professional medical review staff are reimbursed at 75% level. (Certain 
other administrative services receive special match rates, such as 100% 
for certification and survey of nursing homes. These special rates are 
itemized in federal law and regulation.)

At the present time there is no "ceiling" or set limit for Alaska on the 
amount of federal funds available for reimbursement. There has, in 
recent years, been much discussion on the federal level to restrict such 
reimbursement, as was indicated in President Ford's budget address in 
January, 1976. At that time, he mentioned the possibility of placing 
the Medicaid program in a block grant package with other federally 
assisted health care programs. By this method, a dollar limit would 
have been set on the available federal funds for those purposes.
Generally, though, the prospects for major funding modifications In the 
Medicaid program appear slim, although •ighter management and adminis­
trative mechanisms to control fraud and quality of services seems to be 
a continued interest.

NEW DEVELOPMENTS IN MEDICAID

In the fall of 1976 the federal government placed additional responsi­
bilities on the Medicaid program, through the passage of Public Law 
94-437. That bill, known as the Indian Health Care Improvement Act, 
mandated closer coordination of Medicaid and Indian health services and 
required that all services for Medicaid eligible Alaska Natives in 
Indian health facilities be billed to Medicaid. The federal government 
would then reimburse the state's Medicaid program at 100% for such 
services. Additional administrative functions w( '1 receive normal 
federal reimbursement rates. The services eligible tor reimbursement 
under Public Law 94-437 are only those included in the approved Medicaid 
state plan and provided to Medicaid eligible Alaskan Natives.



Total ramifications of the bill are yet unknown. Federal officials 
report though that Alaska is far ahead of other affected states in 
implementing the new law. For example, seven of Alaska's nine Indian 
Health Service hospitals currently meet statutory requirements for 
participation in Medicaid without further action. State officials note 
though that unless there is a major shift in procedures for handling 
people covered under Indian Health Improvement Act, field office work 
will increase greatly (e.g., issuing medical coupons, arranging neces­
sary transportation, answering client and provider questions). These 
state officials voiced concern that estimates of the number of new 
Alaska Native clients attracted to apply for Medicaid coverage are 
unknown. Tne attachment of a dollar figure tc the cost of medical 
services for tnese persons would be just a rough estimation.



PART III. GENERAL INFORMATION REGARDING OPTIONAL SERVICES

CONTROLS THAT STATES MAY IMPOSE ON MEDICAID OPTIONAL SERVICES

Since the addition of optional services is at the discretion of the 
state, the federal government allows great flexibility for states to 
determine the scope of the option that they wish to provide for their 
Medicaid clients. Generally, federal law and regulation define the 
basic objectives and requirements of the options, all of which must be 
met in order to obtain federal financial participation. Some of the 
requirements address equal offering of services to all eligibles, the 
qualifications of persons providing the services, and degree of superv­
ision required for paraprofessionals. Within those broad parameters 
states can shape optional services to fit their unique needs and re­

sources.

Alaska can limit optional services by (1) qualifying coverage, (2) 
requiring prior authorization, (3) limiting usage frequency, (4) re­
quiring clients to share in cost of servi' es, or (5) limiting the amount 
of provider reimbursement:

(I) Qualifying CovcAngc

Medicaid law and regulation permit the limiting of coverage of optional 
services. For example, dentures can be selected as a separate service 
without having to cover other prosthetic devices such as hearing aids, 
crutches, etc, or without having to cover other dental services. The 
Medicaid program does require that the option limitations be applied 
equally to all eligible clients. (There are certain exceptions to this 
policy. Some options are defined in federal law to include only soecific 
age groups such as persons under 21 or over 65.) The state, for example, 
cannot as a general rule limit eligibility for optional service to only 
those persons receiving aid under a particular program such as Old Age 
Assistance. If a state chooses an optional service, it must be covered 
for all groups (except as noted in federal law or regulation) or federal 
reimbursement will be jeopardized.

(?) Requiring Prio* Authorization

States can control inappropriate overutilization of optional services by 
requiring the client to receive approval from the Medicaid agency prior 
to obtaining certain medical care. Preauthorization is usually based on 
medical need for services and appropriateness of the care requested to 
the condition being treated. The Division of Public Assistance has, 
since the beginning of Medicaid, required preauthorization of all nursing 
home placements, this mechanism serves to reduce unnecessary placements, 
place clients at appropriate levels of care, and suggest alternative, 
and usually cheaper, methods of treatment.



(3) Limiting Linage Frequency

Optional services can also be limited by restricting client use. This 
is generally done by limiting the number of treatments or services paid 
by Medicaid in a specific time period. For example, Maryland limits 
adults to one eye examination and one pair of eyeglasses every two 
years. Arkansas limits Medicaid clients to three prescriptions per 
month. These restrictions must be applied though uniformly to all 
clients receiving assistance. Limitations of the amount of services 
should take into account unusual emergency situations. States cannot 
impose barriers to needed minimum levels of health care, or risk federal 
sanction.

(4) Requiring Client:, to Share in Co6t of Service*.

Some states require Medicaid clients to participate in sharing the costs 
of certain optional services. Federal regulation sets certain maximum 
allowable limits on the amount of payment that clients can be required 
to cover. Those regulations also specify the mechanisms that states can 
use to allow clients to share in the cost of certain services. Fees are 
generally limited to small amounts such as $.50 per prescription drug 
and $2.00 per pair of eyeglasses. Originally, this procedure was insti­
tuted to control overutilization of services and not to generate funds. 
California, along with some other states which elected this option, has 
found that the cost of administration of this mechanism generally did 
not offset the revenues gained. The charges did not significantly 
affect client use of services, and the states found that the collecting 
and controlling of such small fees were bothersome to both client and 
provider.

(5) Limiting the Amount of Providea Reimbursement

Costs of optional services can also be reduced by limiting the amount of 
provider reimbursement. Often this comes in the form of reducing reim­
bursement by a set percentage or by "freezing" payment levels at the 
current standar s. (Medicaid pays "reasonable1, rates to its providers. 
The costs allowable under its definitions often differ greatly from 
those accepted by Blue Cross and other insurance companies. Fees paid 
under Medicaid are often lower than fees paid by the general public for 
the same services.) The state of Michigan, for example, recently imple­
mented an 11% reduction in normal fees paid to practitioners, dentists, 
laboratories, and other providers. Often such changes receive strong 
provider rea,:Mon and sometimes jeopardize the continued participation 
of those providers in the program. Federal officials a 1sr note the 
potential use of low bid health providers. For example, the state could 
solicit bids for a contract to supply Medicaid clients with specific 
services, such as eyeglasses. The state could select the most advan­
tageous bid and award the contract without jeopardizing federal reim­
bursement.



OTHER ISSUES TO CONSIDER IN EVALUATING MEDiCAID OPTIONAL SERVICES

Although this study focuses primarily on client need, there are other 
factors that must be considered in evaluating the merits of any given 
Medicaid option. Three of these major considerations are: availability 
of funds, costs versus benefits of options, and ease of administration.

The availability of funds plays a major role in the scope of services 
that a state believes it can provide for its citizens. The high cost of 
medical care demands an in-depth analysis of cost before any new service 
is added. Although this study does not discuss this financial issue, it 
is a major part of any decision to modify the program. Legislators who 
have a well defined proposal for additional option(s) may request the 
Research Division of the Legislative Affairs Agency to prepare an analysis 
of its costs, both direct and administrative.

The costs versus benefits of an option can be an important consideration 
in deciding whether or not the state should particioate in it. For ex­
ample, certain Medicaid options sometimes "save" state money, if that 
service is currently paid entirely from state funds or if it allows a 
client to receive less specialized and less expensive type of service 
that are more appropriate to cl,is medical condition or problem. In 
1976, the Alaska State Legislature added coverage of new limited group 
of needy eligibles who currently reside in nursing homes. The care for 
those persons at that time was paid for 100% from state general funds 
through the General Relief-Medical program. By adding that option, the 
state was able to claim 50% federal reimbursement for their care. Also, 
in 1973, the state added the intermediate nursing home care option. By 
covering this lower and less expensive level of nursing home care, many 
Medicaid recipients in skilled nursing, who did not require that level 
of treatment, could be placed in intermediate nursing care. The cost 
per day for each patient was reduced considerably.

The ease of administration is important also in evaluating the merits of 
certain options, the drug option, for example, requires that strict 
payment procedures regarding maximum allowable charges be in place.
These are spelled out in some detail in the federal regulations, and the 
state must meet those requirements or risk loss of fedr-al participation. 
Federal officials note that many of these cost containment mechanisms 
would normally be in place in any efficiently administered pharmaceu­
ticals program, regardless of source of funding for it. The transfer of 
a program from state-only funding to federal assistance should cause 
minimal additional administrative expenses if adequate cost cortainrnent 
measures are in place in the existing program.
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IV. MEDICAID CLIENT NEEDS

QUESTIONNAIRE OF PUBLIC ASSISTANCE SUPERVISORS

In Fall, 1976, a questionnaire was prepared to poll public assistance 
supervisors (eligibility work supervisors) on their estimation of client 
need for certain services based on their actual experience in the field. 
The questionnaire, prior to mailing, was reviewed by both the Division 
of Public Assistance and Department of Health and Social Services 
Commissioner's Office. The questionnaires were mailed to nineteen 
supervisors, many of whom had worked with public assistance clients for 
a significant period of time. (That sample of supervisors was chosen 
under the guidance of the Division of Public Assistance's Chief of Field 
Operations.) Approximately one month after mailing, a follow-up ques­
tionnaire was sent.

Fourteen, or 75%, of the supervisors polled responded to the question­
naire. All areas of the State were represented, including Anchorage, 
Fairbanks, Fort Yukon, Juneau, Kenai, Ketchikan, Nome, and Sitka. Each 
supervisor was asked specific questions concerning his or her evalua­
tions of client need for Medicaid options not yet selected by the State.

QUESTION #1: In your experience, what optional
services currently not covered 
under Medicaid do you feel your 
Medicaic eligible clients need 
most?

Table 2 shows the rank order obtained from the supervisor's responses to 
question #1. Interestingly, the top four items for each category (Adult 

Public Assistance and Aid to Families with Dependent Children program 
recipients) were the same. The ranking for dentures option differed 
slightly, being seen more necessary for older persons receiving Adult 
Public Assistance than the younger Aid to Families with Dependent 
Children recipient).

Since the Medicaid program requires hat services included in the State 
Plan be offered equally to all eligible persons (except for certain 
specialized programs such as early childhood screening) the similar 
ranking of need options for both Adult Public Assistance and Aid to 
Families with Dependent Children Program is Particularly meaningful.
If it were called upon to evaluate new options, the legislature could be 
reasonably sure chat any of the top four option? (prescribed drugs, 
adult dental services, dentures, and physical tnerapy and related 
services) would be "needed" by both categor^ . of clients.

QUESTION #2: On the average, how many Medicaid
clients a month ask you if they 
can receive certain services?

Table 3 shows the responses by the supervisors concerning the requests 
of Medicaid eligibles for additional services. The responses to ques­
tion H2 did not match the pattern formed from the supervisor's responses
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TABLE 2

Average Ranking of Selected Medicaid 
Options by Type of Public Assistance Client

Rank
Recipients of Adult 
Public Assistance

Recipients of Aid to 
Families with Dependent Children

1st

2nd

3rd

4 th

5th

6th

7th

8th

9th

10th

Prescribed Drugs 

Adult Dental Services 

Dentures

Physical Therapy and 
Related Services

Hearing Aids 1

Prosthetic Devices

Chiropractor's Services

Private Duty Nursing

Podiatrist's Services

Care for Patients 65 or 
Over in Tuberculosis 
Institutions

Prescribed Drugs

Adult Dental Services

Physical Therapy and 
Related Services

Dentures

Chiropractor's Services

Hearing Aids ?

Prosthetic Devices

Private Duty Nursing

Podiatrist's Services

Care for Patients 65 or 
Over in Tuberculosis 
Institutions

H ea lin g  a id s , a t  the tiinc -the AuAvey ivat conducted, uocac not Included 
in the covenagc pn.og.icun opened to all MecU ca id  cli.en.tA. An Inteapnetatlon 
o|( Medicaid law and ncgulation by ^edenal o^idalt, allowed healing aldA  
to be covened oa pcuvt o  ̂the tn^atment ipeech, healing, and language 

d iA o n d e u  option. This policy hange u m  mplejncnteA by the Vlvl&lon o& 
P u b lic  A-s.s-cs-ftwce In hlovembeA.



to question #1. For example, the Medicaid prescribed drug option which 
was ranked as needed first for both program categories, received less 
than 50% of the requests made for adult dental services, which was 
ranked as needed second by the supervisors. This could be anticipated 
for Medicaid clients who do not have prior health resources equal or 
better in coverage to Gen ••al Relief-Medical automatically receive their 
drugs through GRM. One J ineau public assistance supervisor noted that 
for these persons, eligiuility for prescription drugs under GRM is 
automatically determined at the time that Medicaid eligibility is 
confirmed. Therefore, few Medicaid clients would ask for prescription 
drugs, since coverage is established at the time they enter the Medicaid 
program.

Aid to Families with Dependent Children recipients requested fewer 
services than did the Adult Public Assistance recipients. This was 
expected, for the recipients of AFDC tend to be young and thus often 
have less need for diverse health services. Also, many AFDC recipients 
are eligible for a wider range of treatment service through the Early 
Periodic, Diagnosis and Treatment Program (EPSDT), a child check-up 
program. For example, dental care is available to public assistance 
recipients under 21 as a referral through EPSDT, but currently persons 
over 21 who are mostly on Adult Public Assistance programs cannot 
routinely receive preventative dental care under any of the state 
medical assistance programs.

Many of the Medicaid options available under the federal program do not 
match with Alaska's .variability of services. In rural Alaska, it would 
be difficult to obtain chiropractrr's or podiatrist's services close to 
home. Also, the option of care for patients 65 or over in tuberculosis 
institutions is not really relevant to Alaska, since there are no 
tuberculosis sanatorium! in the State. Care for such conditions would 
have to be provided in nursing homes, hospitals, and physicians' offices, 
all of which are currently covered under Medicaid.

The low number of requests in all categories may be due to lack of 
client awareness that these additional services sometimes can be covered 
under the state funded medical assistance program, General Relief- 
Medical. Because of limited funds under that program, the Division of 
Public Assistance has not actively conducted an outreach program to 
inform clients of eligibility requirements and services covered. Also, 
many clients may be reluctant to ask for services, which they feel they 
stand a likelihood of being rejected. Dentures are a good example of 
this. Because of funding limitations, dentures can only be covered in 
extreme hardship situations. Clients often are informed of this policy 
from their dentists, public health nurses, or social workers, before a 
formal request is made to the Division of Public Assistance.

SURVEY OF "DENIALS" OF SERVICE RECORDS

The needs of clients were also analyzed through a survey of all denials 
of requests for additional • rvices for Medicaid clients. Medicaid 
clients sometimes require services that are not included in the Medicaid



TABLE 3

Total Average Number of Medicaid-Eligibles Requesting 
Optional Services Monthly by Program Category

Option

Recipients of Aid to 
Recipients of Adult Families with Dependent 
Public Assistance Children Total

Adult Dental Services 81.5

Dentures 60.5

Prescribed Drugs 38.0

Physical Therapy and 20.5
Related Services

Hearing Aids * 27.0

Prosthetic Devices 25.5

Chiropractor's Services 15.5

Private Duty Nursing 13.5

Podiatrist's Services 4.0

Care for Patients 65 or Over 1.0 

in Tuberculosis Institutions

88.0
2 1 . 0

39.0

23.0

16.0 

12.0 

15.0

5.5 

1 5 

0.0

169.5

81.5

77.0

43.5

43.0

37.5

30.5

19.0 

5.5 

1.0

Total 287.0 2 2 1 . 0 508.0

Heading a id * , a t  th e  t im e  th e  AuAvey, wene n o t in c lu d e d  in. th e  
coveAage pn.ogA.am ofifieAcd to  a l l  M ed ica id  c l i e n t * .  An in te A p n e ta t io n  
by ^edena l o ^ i c i a l *  o& the t r e a t m e n t  o & 6peach, hea.ni.ng, and 
language  diAon.de.nA o p t io n * a llo w e d  heaAing a id *  to  be coveAcd a* 
panjt. a tneam cn t p la n . ThiA p o l ic y  change wa* im plem ented i n  
Novembe/1.



TABLE 4

Denials of Optional Services for Medicaid-Eligibles 
(September 1, 1972 to July 31, 1976) 7

1 . Dental Services 140 2

2. Therapy 63

3. Dentures 44 2

4. Prosthetic Devices 37

5. Prescription Drugs 28

6. Hearing Aids 15 3

7. Chiropractor's Services 3

8. Podiatrist's Services 2

9. Private Duty Nursing 1

10. Tuberculosis Institution for 0
65 or Over

The figuxe includes only denial* of, xequests submitted in waiting 
to the Division of, Publi.c Assistance, Central Office. That Division 
also handles numbexs of informal telephone xequests, which axe not 
included in these figuxcs.

2
The figuxe excludes Delta Dental Coxpoxation denials. Delta Denial 
Coxpoxation cuxxentlij xcvi.eics end eva.Cuat.es all public assistance 

clients acquests fox caxe. These xecoxds uexe not xeadih/ available 
in Juneau (jo* the study pexiod. In TV76, Delta Dental denied 454 Medicaid 
adults fox dental sex vices and 20 Medicaid adults fox dentuxes.

3
Hoaxing, aids wexe added to the Medicaid pxogxam as of November, 1976.
An intexpxetation bu fedexal officials of the txeatmcnt oj( speech, 
heaxing, and language disoxdexs option added last session allowed 
hoaxing aids to be covexed as paxt of the txeatmcnt plan.
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program. If the client has no other prior health care resource equal or 

better in coverage to that of General Relief-Medical (GRM) Program, that 

client may be able to receive those services tVough GRM. Since GRM is 
funded entirely by state general funds, monies are strictly controlled 
and extremely limited. In order to insure the equitable use of the 
funds, many services require pre-authorization by the Central Office of 
the Division of Public Assistance before they can be provided and paid 
for by the General Relief-Medical Program.

Requests for service can come in two forms: letters and phor"? calls. The 
Division of Public Assistance maintains files of only written requests 
for service. During the month of July, 1976, a tabulation of those 
records was performed. Table 4 shows the number of denials of optional 
services which were requested by Medicaid clients during the period 
September 1, 1972 to July 31, 1976.

Note that the top four options that eligibility work supervisors felt 
their clients needed appeared within the top five items requested for 
those clients. Thus, the public assistance supervisors confirm the 
client perceived need for dental services, therapy, dentures, and 
prescription drugs. The survey also revealed a client perceived need 
for prosthetic devices (such as artificial limbs, crutches, canes, 
etc.).

These tabulations of requests for service represent only wi 'tten requests. 
Decause of the "emergency" nature of some services and the ease of tele­
phoning for approval, many denials of services are not represented in 
the written files. Also, many clients will not request a service which 
they know is unavailable or which they stand a likelihood of being 

denied. Clearly, then, these figures substantially under-represer.t 
client need.

RESULTS OF STUDY

I. Basically State of Alaska eligibility work supervisors feel that 
their Medicaid-eligible clients most need:

1. Proscription Drugs
2. Adult. Dental Services
3. Dentures*
4. Physical Therapy and Related Services*

* The *1 ank ordeA oi( these. seAoices oaAieA by program u'hich client, 
is receiving aid. The adult public assistance clients are seen to 
need dentures much mo.re (frequently than do clients o( A id to 
t amit.ees mith Dependent Children.

P.. The top four services that eligibility work supervisors feel that 
their Medicaid-eligible clients ask for most frequently are:

1. Adult Dental Services
2. Dentures
3. Prescription Drugs
4. Physical Therapy and Related Services
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3. Records of "denials" of requests for services to be provided from 
the General Relief-Medical Program to Medicaid recipients indicate that 
the following services are requested ant denied most frequently:

1. Dental Services
2. Therapy
3. Dentures
4. Prosthetic Devices

4. The records for the number of client requests generally underestimate 
client need because only written records are available and because many 
public assistance clients will not request a service which they know is 
unavailable or which they stand a 1ikelihood of being denied.



PART V. ANALYSIS OF OTHER STATES' 

EXPERIENCE WITH SELECTED OPTIONS

OVERVIEW OF STATES PARTICIPATING IN SELECTED OPTIONS

The survey of denials of requests for services and tabulation of the 
responses to the questionnaire sent to the public assistance supervisors 
point to four service options which clients are perceived as needing 
most. These are: prescription drugs, adult dental services, dentures,
and physical tnerapy and related services.

These optional services have been elected by many other states. For 
example—

- 96% of all states and United States protectorates have Prescription 
Drug Option *

- 64% of all states and United States protectorate; have Dental 
Services Option *

- 60% of all states and United States protectorates have Physical 
Therapy and Related Services Option *

*0nly states particivating in Medicaid program arc included in 

total (iqures. Vata are a.s o( June 1, 1976 and were obtained (rom 

United States Department o( Health, Education and Wel^rre. [Vata 

are unavailable on the number o( states o((ering denture service to 
their eligibles.)

Many states added these services in the mid-1960's when Medicaid first 
began. However, it was found that some states eliminated or restricted 
some of these options during the period January 1, 1975 to July 1, 1976. 
With the skyrocketing cost of medical care and the increasing demand 
upon state dollars, we decided to review the options that were selected 
as needed by public assistance supervisors and contact those states that 
had recently modified them.

QUESTIONNAIRE OF STATES MODIFYING SERVICES

In early December, the Research Division of the Legislative Affairs 
Agency prepared a questionnaire to ask the views of state Medicaid 
program administrators regarding the options they had recently restricted. 
Fourteen states that had recently modified optional services included in 
this survey were contacted. Eleven states (or 79%) responded to the 
questionnaire. Since existing federal reports do not pinpoint the number 
of states modifying their denture coverage, that option was not included 
in the discussion.



State Experience With 
Prescription Drug Option

Of the 51 states providing prescription drugs, 11 states (or 22%) re­
duced their coverage during the period of January 1, 1975 - July 1,
1976. Seven of those states responded to the questionnaire. The 
majority of those states reduced coverage of drugs in order to reduce 
expenditure of state dollars. They noted that it created a hardship, 
but most clients felt coverage of only certain drugs was better than no 
coverage at all of them. Basically, controls were maintained by limit­
ing the number of monthly prescriptions any one client could obtain and 
by limiting the types of drugs covered.

It is interesting to note that one state, Oklahoma, added the drug 
option during this period. In responding to the questionnaire, the 
director of the Oklahoma program stated that the option was added at the 
direction of their legislature. Certain administrative restrictions 
were imposed when the option was added. Prescriptions were limited to 
three per client per month and the different categories of drugs were 
also restricted. The director noted that public reaction to the addi­
tion of services has been generally favorable.

State Experience With 
Dental Services Option

13% of the states which chose the cental services option eliminated it 
during the period January 1, 1975 to July 1, 1976. (Recently two states, 
Massachusetts and New Jersey, have reinstated coverage of this option). 
Five of the seven states eliminating this option responded to the survey.

Generally, these five states found that the adult dental services option 
was needed by clients and was easy to administer. Restrictions on the 
option were basically due to lack of state funds. In one instance, New 
Hampshire, the legislature set a priority list of services that were to 
be provided. Since adult dental services received a low priority and 
funds were limited, the option was dropped. The droppinq of the option 
generated considerable negative client reaction, as evidenced primarily 
by an increased number of client administrative appeals on this issue.

State Experience With 
Physical Therapy and Related Services Option

Michigan was the only one of 32 states which included physical therapy 
and related ser-ices in their programs and chose to modify that option 
during the period January 1, 1975 to July 1, 1976. The Michigan Medi­
caid program responded to the questionnaire and noted its experience 
with the option. The respondent found that the option was needed by 
clients; however, the cut. an elimination of ohysical therapy in long 
term care institutions, was made in response to lack of sufficient 
fun'ing. To date, this change in the program has not been rescindeo.



RESULTS

1. At least 60% of all states participating in the Medicaid program 
also cover some form of prescription drugs, dental services, and 
physical therapy and related services options for their clients. 
These services were among the top four requested by Alaska public 
assistance clients and seen as needed most for them according to a 
survey of Alaska public assistance supervisors. (Nationwide data on 
the numbers of states covering dentures in their programs are not 
available.)

2. Two of the top four services seen as needed for public assistance 
clients, prescription drugs and dental services, were also the top 
two services restricted or eliminated by other states during the 
period January 1, 1975 - July 1, 1976. (See Part IV for survey 
results.)

3. Most states modified the options to reduce expenditure of state 
funds. They did not drop or restrict them because of lack of 
client need or complexities in administration.

4. Restrictions of service options were generally done in four ways: 
limiting coverage of service, limiting client access, reducing 
provider fee payments, and charging clients small fees.

5. Reduction of fees generally brought strong rr ction by the provider 
sector.

6. The states believe that limiting coverage tc certain number of 
services allowable per month and restricting coverage "f type of 
service allowable under the option was generally more acceptable 
than totally eliminating it.

7. In most cases, states modifying these options cu se to restrict 
prescription drug coverage but they chose to eliminate dental 
services (except as was required under the early screening program).

8. In some cases states reinstated changes in options a short time 
after they were made. This was generally due to the strong reaction 
received from the groups affected.



PART VI. CONCLUSIONS TO THE STUDY
From the responses to the questionnaire sent to public assistance super­
visors concerning client need, the survey of denial records of requests 
for additional services, and the responses from other states regarding 
their experience with the program, the following conclusions can be 
drawn:

1. Of Medicaid optional services available that Alaska does not 
currently provide under its program, public assistance clients 
appear to need most(in descending order of need):

(1) Prescription Drugs
(2) Denial Services
(3) Dentures*
(4) Physical Therapy and Related Services*

* The rank order o( these services varies by program under 

which client is receiving aid. The adult public assistance 

clients are seen to need dentures as a higher prio/uty than do 
clients ofi Aid to Families with Dependent Children.

2. Three of the optional services listed in Item if 1 are included 
by over 60% of the states participating in "edicaid. Prescrip­
tion drugs, for example, are included in 95^ of all state 
programs. (Data on coverage of dentures are generally un­
available on nationwide basis.)

3. Two of the options that clients "need" most--prescription 
drugs and dental services--topped the list of options that 
states reduced or eliminated during the period January 1,
1975 - July 1, 1976. These modifications were done as cost 
containment measures and not as a response to lack of client 
need or to complexities of administering the options.

4. Alaska could be reasonably assured that services listed in 
Item il 1 would be needed and used by Clients. The choice to 
include them appears to be a decision based primarily on the 
state's availability of state funds. The state could choose 
to cover an option, but restrict that option in many ways to 
meet funding limitations.



GLOSSARY OF TER^S

AB - See Aid to the Blind.

AD - See Aid to Disabled.

ADC - See Aid to Families with Dependent Children.

AFDC - See Aid to Families with Dependent Children.

APA - See Adult Public Assistance.

APD - See Aid to Disabled. Stands for Aid to Permanently Disab id.

Adult Public Assistance - A cash supplemental program administered by
the state in cooperation with the U.S. Department of Health, Education, 
and Welfare. Designed to provide a state-legislated le- 1 of cash 
assistance to aged, blind, and disabled persons who meet certain 
income and resourcp requirements, and who are predominately eligible 
for Supplemental Security Income (SSI) payments. State administrative 
costs as well as actual cost payments are 100% state only costs.

Ai_d to the B1 ind - A cash supplemental program administered by the

state in cooperation with the U.S. Department of Health, Education, 
and Welfare. Designed to provide a state legislated level of 
cash assistance to those eligible blind persons who meet certain 
income and resource requirements, and who are predominately eligible 
for SSI payments. It is considered an "Adult Public Assistance" 
program.

Aid to Disabled - A cash supplemental program administered by the state 
in cooperation with the U.S. Department of Health, Education and 
Welfare. Designed to provide a state legislated level of cash 
assistance to those eligible disabled persons who meet certain 
income and resource requirements and who are predominately 
eligible for SSI payments. It is considered an "Adult Public 
Assistance" program.

Aid to Families with Dependent Children - A federal program administered 
by the state through an approved state plan filed with the U.S. 
Department of Health, Education, and Welfare. Designed to provide 
a state-legislated level of cash assistance to dependent children 
who have been deprived of one or both parents, ar ' who meet certain 
income and resojrce requirements. Both adminisuation costs and 
the actual cash payments provided to recipients are shared equally 
(50%) by the state and federal government.

Categorical Assistance - Aid, in form of income maintenance, to certain 
needy persons who receive assistance under Old Ane Assistance,
Aid to the Blind, Aid to the Disabled, Supplemental Security Income, 
and Aid to Families of Denendent Children programs.



Compliance - In a federal program, the act of performing certain set 
program functions in accordance with those requirements outlined 
in the state plan, federal law, and regulation. Generally, meeting 
all federal program reouirements is necessary to receive federal 
financial participation in the program.

DHSS - See Department of Health and Social Services.

Department of Health and Social Services - A department of the executive
branch designated to be single state agency to adminiscer the
Medicaid program for the state of Alaska.

EPSDT - See Early and Periodic Screening, Diagnosis and Treatment.

Early and Periodic Screening, Diagnosis and Treatment - A mandatory 
service under Medicaid which provides for special check-ups 
at set intervals for certain needy children, in order to find and 
treat health problems before they become serious. Coverage includes 
only those Medicaid eligibles under 21 years of age.

Eliqible - A person qualified to receive assistance funded under 
particular program. Eligibility criteria can vary, so that 
eligibility must be established on program by program basis.

FFP - See Federal Financial Participation.

Federal Financial Participation - The means by which the federal 
government asssists in supporting certain specific program.
The federal government generally provides aid by two methods:
1) matching dollars by set percentage or 2) formula money 
grants.

GRM - See General Relief-Medical.

General F 1ief-Medical - A state emergency medical program designed 
to respond to immediate medical needs of Alaskan families in 
time of extreme financial crisis. All assistance rendered under 
this program is in the form of vendor payments to medical provider^, 
State administrative costs as well as actual cash payments to 
vendors are 100% state-only costs.

Intermediate Nursing Care - An optional service available to be provided 
under Medicaid program. Denotes a less intensive and less expensive 
level of around-the-clock nursing care, in comparison to skilled 
nursing.

Mandatory Coverage - A portion of the Medicaid program that is required 
to be covered by each and every state in the program, in order for 
the state to be entitled to federal financial participation.
Mandatory coverage items concern persons eligible to receive services 
and the services provided to those persons. States can still 
administratively "control" mandatory services and not jeopardize 
federal financial participation by controlling the amount of service 
available to client, amount of financial participation (deductible 
required to be paid by client) in order for the client to receive 
such services, and other mechanisms.
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Medicaid - A federal assistance program established by Title XIX of the 
Social Security Act and administered by the state through an 
approved state plan filed with U.S. Department of Health,
Education, and Welfare. Designed to provide medical coverage 
for recipients of Aid to Families With Dependent Children;
Supplemental Security Income, elderly and blind recipients of 
Adult Public Assistance and those disabled persons who meet federal 
definitions of disability; and certain other groups. State 
administrative costs are shared equally (50%) by the state and 
federal governments, except for professional medical support 
personnel who are funded at 75% federal reimbursement. Actual 
medical vendor payments are shared equally (50%) by the state and 
federal government, except for family planning which is funded at 
90% federal reimbursement.

Medically Needy - An optional group of eligibles for whom federal 
reimbursement for necessary medical care may be covered under 
the Medicaid program. Generally includes individuals who have 
insufficient income and resources to meet the costs of necessary 
medical or remedial care and services. Presently Alaska does not 
include the medically needy under its Medicaid program.

Medicare - An insurance program administered solely by the federal
government to puvide payments for necessary medical care for those 
people, rich or poor, who receive Social Security payments.

OAA - See Old Age Assistance.

Old Age Assistance - A cash supplemental program administered by the
state in cooperation with the U.S. Department of Health, Education, 
and Welfare. Designed to provide a state legislated level of 
cash assistance to those eligible persons 65 and over who meet 
certain income and resource requirements and who are predominately 
eligible for Supplemental Security Income payments. It is con­
sidered an "Adult Public Assistance" prog -am.

Option - A portion of the Medicaid program that is discretionary on the 
part of the state. Options generally deal with persons 
eligible for coverage or medical services available for those 
eligible persons. Options are set out in federal law and regula­
tions and are generally eligible for federal financial participation. 
Since the choice of options is up to each state, options can generally 
be designed to fit the state's unique needs and available resources, 
but each option chosen must meet certain broad federal program 
requirements.

Public Assistance - A division uf Department of Health and Social Services, 
responsible for administration of the Medicaid, General Relief- 
Medical, and Income Maintenance programs. Inis division determines 
the eligibility of state's residents for such services by carefully 
reviewing the person's income, resources, and other factors according 
to state and federal standards.

Qua 1ity Control - An office of the Department of Health and Social 
Services which is assigned the responsibility to verify that
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randonly selected cases are eligible to receive services in montn 
that service was rendered. The verification consists of check 
of files, client contact, and collateral sources.

Recipient - A person receiving income maintenance or assistance services
funded under a particular program.

SSA - See Social Security Administration.

SSI - See Supplemental Security Income.
t

Skilled Nursing Care - A mandatory service required to be provided 
under the Medicaid program. Denotes highly professional round- 
the-clock -rsing care and monitoring. Generally more expensive 
and more specialized care than intermediate care.

Social Security Administration - An agency of the federal Department of
Health, Education and Welfare assigned the responsibility to administer 
Social Security, Medicare, ana Supplemental Security Income programs.

State Plan - A contract between the single state agency to administer
the Medicaid progra... and the federal Department of Health, Education
and Welfare, specifying conditions to be i.'c-t in order to be eligible
for federal financial participation.

Supplemental Security Income - An assistance program funded and administered 
by federal government which provides payments to certain needy persons 
who are aged, blind, or disabled ant! meet program and financial re­
quirements. Payments are uniform nationwide and are based on need.

Title XIX - A portion of the federal Social Security Act which outlines 
the Medicaid program.

Title XVIII - A portion of federal Social Security Act which outlines the 
Medicare program.

Utilization Review - Random records check of sample institutional Medicaid 
billing to insure that services rendered match with those billed to the 
program. Verifies that institutional records are complete, accurate, 
and up-to-date. Examines for overuse or misuse of treatment and profes­
sional resources and the patient's duration of stay relating to those 
resources.
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THE PCLITICA?. PLANNING 07 A STATE 
HEALTH !m JURANCE PROGRAM

By Senator Donald D. Ii. Chin.g 
Majority Leader 

Hawaii State Senate

The concept of prepaid health care based on mandatory 

employment-related coverage was a brand new idea when first 

introduced in the Hawaii Legislature in 1971. It became lav; 

three years later as Act 210 of the 1974 legislative session.

Enactment of our Prepaid Health Care Law climaxed 

several years of lively discussion in the Legislature, and 

for many of us who supported it, Act 210 marked yet another 

milestone in the growing body of progressive legislation 

placed in our statutes since our Islands became a sovereign 

state in 1959.

Measured against the national background, the law repre­

sented a significant achievement in terms of social progress. 

Yet, while there was much discussion betv/een introduction and 

enactment, the proposal was not widely viewed as politically 

controversial by the public at large. As a matter of fact, in 

my nearly 20 years of experience in our Legislature, I have 

seen a lot more heat generated over issues of considerably 

lesser public import.



To ba sure, there was resistance and opposition from the 

traditional opponents of so-called '• social legislation." But 

there was not the hue and cry that one night expect, considering 

the novelty of the concept.

This is not to say that the spectrum of political thought 

in Hawaii does not cover any ground to the right of center.

Let me assux^ you we do have traditional conservative views 

held by many in our State, and I, for one, believe this is a 

healthy condition. But to the credit of those who did not 

adhere to the concept, their opposition was not based on the 

emotionalism that too often attends and distorts vital public 

issues of the day.

I believe the law was generally accepted by the public 

because of the kind of political climate we have in Hawaii 

and because the lav/ was viewed as a logical extension of the 

kinds of programs that v/ere already in effect at the time.

Let me briefly describe our Prepaid Health Care Law, 

then attempt to present an account of its chronological 

place in the context of Hawaii's legislative history.

The Act requires virtually every employer in the State 

to provide regular employees a health insurance program and 

to contribute at least one-half the premium cost for the 

employees' coverage. The major categories of employees ex­

cluded are insurance and real estate salesmen paid entirely 

by commissions and individuals under 21 working under a 

parental relationship.
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The employee's contribution is limited to no more than 

1.5 per cent of his monthly salary. A "regular" employee is 

defined as one who works at least 20 hours a week, excepting 

seasonal hires in Hawaii's pineapple industry.

Health plans negotiated under collective bargaining 

agreements are exempt because such negotiated benefits are, 

for the most part, more liberal in coverage or employer 

contributions than required under the Act.

An employer can elect to provide a plan which obligates 

the insurer to either reimburse the expenses of health care 

or to directly furnish the required health care benefits.

The level of benefits provided must be equal to or medically 

reasonably substitutable for those benefits provided by pre­

paid health care plans of each type -- direct or reimbursed —  

which has the largest number of subscribers in the State.

In Hawaii, the standards are thus based on the Kaiser Health 

Foundation's Plan I, in the case of direct services, and the 

Hawaii Medical Service Association's (Blue Shield) Plan IV, 

in the case of reimbursed expenses. Both the Kaiser and IIMSA 

plans arc basic, comprehensive medical plans emphasizing 

ambulatory care.

Plans offered by other insurers may be provided, upon 

review and approval of a seven-member advisory council com­

prised of consumer, employer, medical profession, and health 

plan representatives.

What kind of coverage is required by our law? Every 

qualifying plan must include the following:
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—  120 days of hospital benefits, plus outpatient services.

-- surgical benefits, including anesthesiologist services.

—  medical services, including home, office, hospital 

visits, and intensive medical care.

—  laboratory, x-ray, and radio-therapeutic services 

necessary for diagnosis and treatment.

—  maternity benefits, provided an employee has been, 

covered for nine months prior to childbirth.

—  and, under an amendment added last year, substance 

abuse benefits for alcoholism and drug addiction, 

including outpatient services and detoxification and 

acute care benefits.

The foregoing summarizes the basic provisions of our law.

How, then, did we come to enact what some may view as 

an extremely liberal mandatory health insurance program?

First, it should be noted that we have a substantial 

body of progressive and advanced social legislation in Hawaii. 

This is true of our labor laws, our educational system, our 

public welfare program, and in our judicial system. For 

instance, our minimum wage law, wage and hour law, workers' 

compensation, temporary disability insurance, and unemploy­

ment insurance programs all have standards comparable to the 

highest in the Nation. In addition, we also have a public 

defender program and a criminal injuries compensation law.

We also have a no-fault insurance law and a medical malprac­

tice law, the latter amended this year to remove the mandatory 

feature and to permit doctors the option of forming cooperative 

indemnity plans to protect themselves against liability judg­

ments. _ A _



Our public assistance program is so liberal it is causing 

us severe financial strains —  but that's another story, and 

I won't digress into it, except to note that we eagerly look 

forward to federal reform initiatives promised by the Carter 

Administration.

The political foundation for eventual enactment of 

our prepaid health care law was further set during the mid­

sixties in a program popularly labeled "The New Hawaii," 

adopted jointly by the legislative majorities and the 

Administration.

During this period, dramatic changes were advanced in 

terms of Hawaii's social, economic, and political conditions. 

Basically, the stated objective was to enact laws and programs 

to insure equal treatment and equal opportunities for all 

citizens. If this sounds simplistic, it should be borne in 

mind that Hawaii was pretty much the political domain of the 

sugar and pineapple plantation interests up until the end of 

World War II and that when, for the first time in our history, 

we elected a Democratic Governor and Democratic majorities in 

both houses of the State Legislature in 1962, there were not 

a few who thought the revolution was at hand.

But the changes we sought were achieved in orderly, not 

revolutionary, fashion. And there was early ferment for novel 

and innovative legislation to extend equal opportunity in 

basic human concerns to all segments of our society.

It appeared logical to move toward some form of manda­

tory prepaid health care law. The question then was how best 

to extend coverage to the uninsured working men and women
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of Hawaii and thereby provide them "equal treatment" as a 

matter of social equity. Moreover, how could this be best 

achieved without any substantial added costs to the State, 

bearing in mind that our centralized system imposes unusually 

heavy financial burdens on the State?

To determine cost factors and the numbers and classes of 

employees in the uncovered "gap group. a study was commissioned 

through the Legislative Reference Bureau, the Legislature's 

principal research arm. Dr. Stefan A. Riesenfeld, former 

University of California law professor and a widely recognized 

authority on social legislation, now counsel to the U.S.

State Department, was selected to do the research. Professor 

Riesenfeld had prepared an earlier report for the Legislature 

on temporary disability insurance, v/hich study was extremely 

valuable to us in enacting our TDI lav; in 1969.

The Riesenfeld report, published in 1971, was a thorough 

and comprehensive study. Acknowledging the difficulty of 

precisely quantifying need, the report generally concluded 

that, among the State's employed, 11.7 per cent did not have 

hospital coverage, 13.5 per cent lacked surgical coverage, 

and 17.2 per cent did not have regular medical insurance.

The existence of a significant number of otherwise 

uncovered potential beneficiaries of the proposed legisla­

tion formed the primary policy consideration of the program. 

Other factors considered included the rising costs of health 

care and the need to assue the most practical method uf en­

suring the financial availability of health care for Hawaii's 

working men and women. Thus, the overall health of our popu­

lation was the over-riding concern; without ensuring the
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ready accessibility of health care, how could optimum health 

care be maintained?

Data compiled and analyzed in the report were very 

thorough. Sources outside the State included the Health 

Insurance association of America, the Health Insurance 

Institute, the Eur^ ' n  of Labor Statistics, the Social Security 

Administration Bureau of the Census. Information

from State agencies included data from the State Statistician 

and the Departments of Taxation, Planning and Economic Develop­

ment, Social Services and Housing, and Labor and Industrial 

Delations. Data was also gathered from labor unions, the 

Hawaii Employers Council, the H.MSA, Kaiser Foundation, and 

through questionnaires mailed to all employers covered by 

the Hawaii Employment Security Lav/.

Data used included statistics relative to the following:

—  Population by age levels,.civilian and military.

The latter distinction v/as important because of the sizeable 

permanent military presence in Hav/aii.

—  Labor force, public and private.

-- Population entited to Medicare.

—  Extent of prepaid health plan coverage for hospital, 

surgical, and medical benefits, both for subscribers and 

dependents.

—  Size and type of business of private employers.

—  Medical assistance recipients and expenditures.

As indicated by the sources of data, the full range of 

interest groups became involved in the process, v/hether employer 

or employee oriented.
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During our legislative committee hearings, testimony was 

presented by representatives of the insurance industry, the 

health professions, the University of Hawaii Schools of 

Public Health and Social V7ork, the Comprehensive Health 

Planning Council, and a v/ide range of individual citizens.

There was very little question as to whether the plan 

proposed would be comprehensive or catastrophic in its 

approach. The Riesenfeld report recommended the comprehensive 

coverage plan and specifically recommended the adoption of 

prevailing coverages in the State, which then became the legal

minimum. This reflected the health care habits and patterns
/

of the State and set a floor without unduly disrupting the 

existing schedules of coverage.

The decision to make coverage mandatory was central to 

the legislation proposed. Before enactment of Act 210, 

voluntary participation was, in effect, the public policy of 

the State.

/
As to the question of affordability, the only new cost 

factors imposed upon the State weere founded upon the admini­

strative requirements of the law and anticipated premium 

supplementation.

Administration of the new program proved to be quite
t

easy, as it was smoothly meshed in as a responsibility of the 

Disability Compensation Division of the State's Department of 

Labor and Industrial Relations. Thus, three important employee 

benefits programs were placed under one umbrella: the well-

established Worker's 'Compensation Law; the TDI law passed in 

1969; and the 1974 Prepaid Health Care Act. (Incidentally,

« 9 * «*
V
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you may have noticed that what used to be known as Workmen's 

Compensation is now referred to as Workers' Compensation in 

our State, reflecting the many similar amendments we have 

adopted consonant tc our accepted policy on equal rights.)

Much to our pleasant surprise, the administrative expenses 

of Act 210 have been comparatively low. Initially, we 

authorized 11 new positions in the Disability Compensation 

Division, with an appropriation of $250,000 in General 

Funds to cover salaries and other expenses. Much to the 

division's credit, Act 210 was implemented with substantially 

the existing staff. The first appropriation thus lapsed, 

and it was renewed this year at the same annual level on the 

expectation that additional personnel will be recruited 

during the next biennium.

A feature of Act 210 is a provision for premium supple­

mentation financed by the State to cover employer premium 

requirements caused by limits imposed on employee contribu­

tions. This feature subsidizing employer contributions 

was included to provide a cost protection for marginal 

small businesses. Initially, $375,000 was set aside in a 

trust fund for premium supplementation. Again, to our 

pleasant surprise, there has been little need to supplement 

premiums. It's estimated that, to date, only some $20,000 to 

$30,000 has been tapped from the trust fund in subsidies. 

Meanwhile, the fund is held in an interest-earning status.

What are the numbers that actually surfaced as a conse­

quence of Act 210? The division reports that about 18,500 

employers have thus far been registered. However, the extent
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• ' of newly covered workers has been difficult to establish

because many of the registered employers had voluntary programs 

in effect before Act 210. Dr. Riesenfeld has estimated some 

40,000 employees were not covered at the time he conducted 

his study. The Disability Compensation Division is of the 

opinion that actually more than 40,000 received nev; benefits 

because of the requirement that employers cover at least 

half of the premium costs.

Of the 18,500 employers, all but some 1,000 have elected 

plans offered by the State's two major insurers —  HMSA and 

Kaiser. The approximately 1,000 employers who have opted 

for plans offered by other insurers are the major source of 

additional workload upon the division. Each submittal in 

this category must be reviewed by the advisory council.

The advisory council provision serves another purpose. 

During the course of legislative hearings on the act, public 

health advocates had expressed concern that the required 

benefits might be too rigid and unresponsive to changes in 

health care over the years. The Prepaid Health Care Advisory 

Council provisions v/ere thus added to establish an appropriate 

agent to review medical equivalency of benefits.

To conclude, in light of Hawaii's experience, I believe
*

any national health insurance plan should take into con­

sideration the course that we have opted for. I am confident 

the standards we have set would meet any that a federal law 

would impose. As a means of encouraging other states to follow 

suit, or to adept a true state plan such as Rhode Island's,
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I suggest federal legislation provide support grants to at 

least cover administrative costs and any necessary premium 

supplementation expenses.

Finally, let me summarize the conditions that led to the 

successful adoption and implementation of Hawaii's Prepaid 

Health Care A c t :

1 —  A political climate sympathetic to social needs.

2 —  Timeliness in terms of progressive improvements

to the general body of social legislation already on the books

3 —  A comprehensive study of a state's needs, to arm 

proponents with the information necessary to justify the 

proposed legislation.

4 —  Open discussion involving all interested elements 

within the public.

5 -- The last may be an element not very common to 

other jurisdictions, but I believe it was an important con­

sideration in our own deliberations. This is the fact, well 

established in our study, that the majority of employees 

insured under voluntary plans or through government-emp.’ oyee 

programs were covered under plans offered by two major 

insurers in the State. Having a clear pattern to follow in 

prevailing benefits, it was easier to overcome resistance 

against extending similar benefits to all the State's 

working men and women.

I hope our experience and the foregoing thoughts 

presented for your discussion prove helpful to you in 

your own endeavors to develop plans for extending health 

care benefits to all others who need such coverage in 

our Nation.

t - i a h a l o .
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