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Relating to the health of 
residents of the state

HCSCSSSSB 227 (F in)
A

CSSSSB 227
Relating to ins. for 
Alcoholism 5c Drug Abuse

Sec, 39.30.092 Grp.Ins. required
by 39.30.090 (1)

S e c .21.42.347 Grp.health 
insurance policies

Pg.7 Lines 3-29 (identical)

Pg. 8 Line 5(b) new a r f U s . 
remairi£r of bill identical

(b) The provisions of this section apply to group health insurance 

contracts and group service or indemnity type contracts issued to pro­

vide coverage for employees of the state and may apply to contracts for 

the benefit of employees of other participating governmental units only 

if the governing body of the governmental unit elects to have the provi­

sions apply.



H e a l t h  C a r e  L e g i s l a t i o n  

H C S  C S  S S  S B  2 2 7

H C S  C S  S S  S B  2 2 7  " 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 "  i s  a n  o m n i b u s  h e a l t h  b i l l  e x t e n d i n g  h e a l t h  c o v e r a g e  t o  s e v e r a l  
n e w  g r o u p s  o f  p e o p l e  a n d  e x p a n d i n g  t h e  s c o p e  o f  c o v e r a g e  a v a i l ' i b l t  .

*  H I G H  R I S K  I N S U R A N C E  P O O L

P e o p l e  w h o  h a v e  h i g h  r i s k  m e d i c a l  c o n d i t i o n s  o f t e n  a r e  c o n s i d e r e d  
" u n i n s u r a b l e "  a n d  c a n n o t  p u r c h a s 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 .
S e c t i o n  o n e  o f  t h e  b i l l  e s t a b l i s h e s  a  h i g h  r i s k  i n s u r a n c e  p o o l  t o  b e  

a d m i n i s t e r e d  b y  t h e  l a r g e s t  c a r r i e r  i n  t h e  s t a t e .  P r e m i u m s  w o u l d  
b e  l i m i t e d  t o  r e a s o n a b l e  l e v e l s  a n d  t h e  c a r r i e r  w o u l d  b e  a l l o w e d  t c  
p a s s  e x c e s s  c l a i m s  l o s s e s  f r o m  t h i s  c o v e r a g e  o n  t o  t h e  s t a t e  t h r o u g h  
t h e  t a x  s y s t e m .

*  A L C O H O L I S M  C O V E R A G E  F O R  S T A T E  E M P L O Y E E S

M o d e l  b e n e f i t s  f o r  c o v e r a g e  > f  a l c o h o l i s m ,  i n c l u d i n g  i n p a t i e n t  d e t o x i ­
f i c a t i o n ,  i n p a t i e n t  t r e a t m e n t  a n d  o u t p a t i e n t  t r e a t m e n t  a r e  a d d e d  t o  t h e  
s . a t e  e m p l o y e e s  h e a l t h  i n s u r a n c e  p l a n .  W h i l e  t h e  o r i g i n a l  b i l l  m a n d a t e d  
t h e s e  b e n e f i t s  f o r  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 ,  t h e  H E S S  C o m m i t t e e  
s u b s t i t u t e  b i l l  w o u l d  f i e l d  t e s t  t h e s e  n e w  b e n e f i t s  o n  s t a t e  e m p l o y e e s .

*  M E D I C A I D  B Y  I N S U R A N C E  P O L I C I E S  O R  H E A L T H  S E R V I C E  C O N T R A C T S

S e c t i o n  e i g h t  o f  t h e  b i l l  d i r e c t s  t h e  c o m m i s s i o n e r  o f  H e a l t h  a n d  S o c i a l  
S e r v i c e s  t o  p r o v i d e  M e d i c a i d  c o v e r a g e  t h r o u g h  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  p o l i c i e s  o r  h e a l t h  s e r v i c e  c o n t r a c t s  o n  b e h a l f  o f  
M e d i c a i d  r e c i p i e n t s ,  w h e n  t h i s  i s  f o u n d  t o  b e  c o s t  e f f e c t i v e .

*  R E L I E F  F O R  M E D I C A I D  P R O V I D E R S

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

*  E X P A N S I O N  O F  S E R V I C E S  AND  E L I G I B L E  P E O P L E  C O V E R E D  U N D E R  M E D I C A I D

S e c t i o n s  n i n e  a n d  t e n  o f  t h e  b i l l  e x p a n d  t h e  s t a t e ’ s  M e d i c a i d  p r o g r a m  t o  
i n c l u d e  a l l  g r o u p s  a n d  a l l  s e r v i c e s  f o r  w h i c h  f e d e r a l  f u n d i n g  i s  a v a i l a b l e .  
N e w  a d d i t i o n s  i n c l u d e  s u c h  e l i g i b l e  a n d  s e r v i c e s  a s  u n b o r n  c h i l d r e n ,  
u n e m p l o y e d  f a t h e r s ,  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  a n d  p h y s i c a l  
t h e r a p y .

*  C O V E R A G E  F O R  T H E  M E D I C A L L Y  N E E D Y

S e c t i o n  e l e v e n  o f  t h e  b i l l  c r e a t e s  a  n e w  p r o g r a m  o f  m e d i c a l  a s s i s t a n c e  
f o r  m e d i c a l l y  n e e d y  p e o p l e  u n d e r  t h e  s t a t e ' s  G e n e r a l  R e l i e f - M e d i c a l  
p r o g r a m .  T h e  i n c o m e  t h r e s h o l d  f o r  e l i g i b i l i t y  i s  s e t  a t  1 5 0 %  o f  t h e  
p o v e r t y  g u i d e l i n e  f o r  A l a s k a .  P e o p l e  w h o s e  i n c o m e  e x c e e d s  t h a t  a m o u n t  
c a n  s t i l l  b e c o m e  e l i g i b l e  f o r  a s s i s t a n c e  a f t e r  t h e y  s p e n d  t h e i r  " e x c e s s "  
i n c o m e  o n  m e d i c a l  b i l l s .

*  F I S C A L  I M PAC T

T h e  f i s c a l  n o t e  f o r  a l l  t h e s e  p r o g r a m s  i n c l u d e s  a p p r o x i m a t e l y  $ 8  
m i l l i o n  f r o m  t h e  l e n e r a l  f u n d ,  $ 2 3  t h o u s a n d  f r o m  o t h e r  s t a t e  f u n d s  
a n d  $ 8  m i l l i o n  i n  f e d e r a l  f u n d s  f o r  F Y 8 1 .
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H O U S E  C S  FOR  C S  FO R  S P O N S O R  S U B S T I T U T E  FO R  S E N A T E  B I L L  NO .  2 2 7  ( F i n a n c e )  

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

E L E V E N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N

a n  A c t  e n t i t l e d :  " 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

I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E . O F  A L A S K A :

*  S e c t i o n  1 .  AS  2 1  i s  a m e n d e d  b y  a d d i n g  a  n e w  c h a p t e r  t o  r e a d :

C H A P T E R  5 0 .  C O M P R E H E N S I V E  H E A L T H  C A R E  P L A N S .

S e c .  2 1 . 5 0 . 0 1 0 .  R E S I D U A L  M A R K E T  H E A L T H  I N S U R A N C E  P O O L .  ( a )  T h e

c a r r i e r  w h i c h  w r i t e s  t h e  l a r g e s t  p r e m i u m  v o l u m e  o f  h e a l t h  i n s u r a n c e  i n  

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

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

i n s u r a n c e  p o o l .  I n d i v i d u a l ,  g r o u p ,  a n d  M e d i c a r e  s u p p l e m e n t a l  c o m p r e h e n ­

s i v e  h e a l t h  c a r e  p l a n s  a s  d e s c r i b e d  i n  A S  2 1 . 5 0 . 0 2 0  s h a l l  b e  a v a i l a b l e  

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

i n d i v i d u a l  o r  e m p l o y e r  r e s i d e n t  i n  t h e  s t a t e .  A p p l i c a n t s  s h a l l  h a v e  a

c h o i c e  c.:' t h e  l o w  o p t i o n ,  t h e  m i d d l e  o p t i o n ,  o r  t h e  h i g h  o p t i o n  d e ­

d u c t i b l e  e s t a b l i s h e d  u n d e r  A S  2 1 . 5 0 . 0 2 0 .

( b )  T h e  a d m i n i s t e r i n g  c a r r i e r  s h a l l  s u b m i t  t o  t h e  d i r e c t o r  f o r  

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

p o o l  w h i c h  a s s u r e s  t h e  f a i r ,  r e a s o n a b l e ,  a n d  e q u i t a b l e  o p e r a t i o n  o f  C h e  

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

i n g ,  r e c o r d  k e e p i n g ,  a n d  r e p o r t i n g  f o r  t h e  p o o l ,  a m e n d m e n t  o f  t h e  p l a n ,  

a n d  a d v e r t i s i n g  o f  t h e  c o v e r a g e  p r o v i d e d .  I f  t h e  c a r r i e r  f a i l s  t o

s u b m i t  a  p l a n  w i t h i n  s i x  m o n t h s  a f t e r  t h e  e f f e c t i v e  d a t e  o f  r e g u l a t i o n s
*

i m p l e m e n t i n g  t l  A c t ,  t h e  d i r e c t o r  m a y  a d o p t  a  p l a n  t o  c a r r y  o u t  t h e  

p r o v i s i o n s  o f  t h i s  s e c t i o n .

A B I L L

s t a t e ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

-1- HCS CSSSSB 2 2 7 ( F i n a n c e )
L A - L  2 0 A
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( c )  R a t e s  f o r  c o m p r e h e n s i v e  h e a l t h  c o v e r a g e  i s s u e d  t h r o u g h  t h e  

r e s i d u a l  m a r k e t  h e a l t h  i n s u r a n c e  p o o l  m a y  n o t  b e  e x c e s s i v e ,  i n a d e q u a t e ,  

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

g r o u p  i n  t h e  p o o l  m a y  n o t  b e  m o r e  t h a n  1 2 5  p e r c e n t  o f  t h e  r a t e  f o r  a  

c l a s s i f i c a t i o n  o r  g r o u p  o f  a t  l e a s t  2 5  p e r s o n s  w i t h  s i m i l a r  c h a r a c t e r i s ­

t i c s  a t  s t a n d a r d  r i s k ,  f o r  e q u i v a l e n t  c o v e r a g e  n o t  w r i t t e n  t u r o u g h  t h e  

p o o l .  A l l  p o l i c y  f o r m s  a n d  r a t e s  s h a l l  b e  f i l e d  w i t h  t h e  d i r e c t o r  a n d  

m a y  b e  d i s a p p r o v e d  w i t h i n  3 0  d a y s  f r o m  t h e  f i l i n g .

( d )  F o l l o w i n g  t h e  c l o s e  o f  a  f i s c a l  y e a r ,  t h e  a d m i n i s t e r i n g  c a r ­

r i e r  s h a l l  d e t e r m i n e  t h e  n e t  p r e m i u m s ,  a d m i n i s t r a t i v e  e x p e n s e s ,  a n d  

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

h e a l t h  i n s u r a n c e  p o o l .  N e t  g a i n s ,  i f  a n y ,  s h a l l  b e  h e l d  a t  i n t e r e s t  t o  

o f f s e t  f u t u r e  p o o l  l o s s e s  o r  a l l o c a t e d  t o  r e d u c e  f u t u r e  p o o l  p r e m i u m s .  

N e t  l o s s e s  m a y  b e  c r e d i t e d  a g a i n s t  t h e  c a r r i e r ' s  i n c o m e  t a x  p a y a b l e  

u n d e r  A S  A 3 . 2 0  o r  i t s  p r e m i u m  t a x  p a y a b l e  u n d e r  t h i s  t i t l e .  I f  t h e  

a d m i n i s t e r i n g  c a r r i e r ' s  t o t a l  a s s e s s m e n t  e x c e e d s  i t s  t a x  l i a b i l i t y  f o r  

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

c a r r i e r  i n  t h e  a m o u n t  o f  t h e  e x c e s s .

S e c .  2 1 . 5 0 . 0 2 0 .  C O M P R E H E N S I V E  W E A LT H  CARF,  P L A N S .  ( a )  E a c h  o f  t h e  

t h r e e  t y p c B  o f  c o m p r e h e n s i v e  h e a l t h  c a r e  p l a n s  ( i n d i v i d u a l ,  g r o u p ,  a n d  

M e d i c a r e  s u p p l e m e n t a l )  s h a l l  p r o v i d e  m i n i m u m  s t a n d a r d  m a j o r  m e d i c a l  

b e n e f i t s  r e q u i r e d  b y  r e g u l a t i o n s ^

( b )  A c o m p r e h e n s i v e  h e a l t h  c a r e  p l a n  s h a l l  p r o v i d e  f o r  a  c h o i c e  o f  

d e d u c t i b l e s .  T h e  l o w  o p t i o n  d e d u c t i b l e  i s  $ 1 0 0  p e r  p e r s o n ,  t h e  m i d d l e  

o p t i o n  d e d u c t i b l e  i s  $ 5 0 0  p e r  p e r s o n ,  a n d  t h e  h i g h  o p t i o n  d e d u c t i b l e  i s

$ 1 , 0 0 0  p e r  p e r s o n .  T h e  $ 1 0 0  m a x i m u m ,  t h e  $ 5 0 0  m a x i m u m  a n d  t h e  $ 1 , 0 0 0
perJoJicufbj

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

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

c a r e  c o m p o n e n t  o f  t h e  c o n s u m e r  p r i c e  i n d e x .  T h e  b a s e  y e a r  f o r  t h e

- 2 -  H C S  C S S S S B  2 2 7 ( F i n n n c e )
LA -L  20A
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c o m p u t a t i o n  i s  t h e  f i r s t  f u l l  y e a r  o f  o p e r a t i o n  o f  t h e  p l a n .

( c )  T h e  s u m  o f  t h e  d e d u c t i b l e  a n d  c o p a y m e n t s  r e q u i r e d  i n  a  c a l e n d a r  

y e a r  u n d e r  a n  o p t i o n  m a y  n o t  e x c e e d  a  m a x i m u m  l i m i t  o f  $ 1 , 0 0 0  p e r  c o v e r e d  

i n d i v i d u a l  o r  $ 2 , 0 0 0  p e r  c o v e r e d  f a m i l y .  T h e  $ 1 , 0 0 0  a n d  $ 2 , 0 0 0  m a x i m u m s
.pcjr-iĉically

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

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

( d )  A c o m p r e h e n s i v e  h e a l t h  c a r e  p l a n  m a y  l i m i t  l i f e t i m e  b e n e f i t s  

t o  a  m a x i m u m  o f  n o t  l e s s  t h a n  $ 1 , 0 0 0 , 0 0 0  p e r  i n s u r e d  p e r s o n .

(e) Benefits payable under a comprehensive health care plan written by the

residual market health insurance :>ool are paid net of all health care benefits

provided by or under another state or federal law including Title XVIII of the

Social Security Act, Medicare, but not including Medicaid, 
h

( f t )  T h e  d i r e c t o r  s h a l l  a d o p t  r e g u l a t i o n s  e s t a b l i s h i n g  s u b r o g / t i o n  

r i g h t s  a n d  c o o r d i n a t i o n  o f  b e n e f i t s .

S e c .  2 1 . 5 0 . 0 3 0 .  E L I G I B I L I T Y .  ( a )  A n  i n d i v i d u a l  c o m p r e h e n s i v e  

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

u n d e r  6 5  a n d  c a n  p r o v i d e  e v i d e n c e ,  w i t h  r e s p e c t  t o  m a j o r  m e d i c a l  c o v c r -
C ^ C .'l iZ n  In  y i t l i iS i  I K e .  f - B C n - . . < n  ■ £  ------------

a g e ,  o f  r e j e c t i o n ,  r e q u i r e m e n t  o f  r e  t r i c t i v e  r i d e r s ,  a  r a t e  u p ] ,  o r  a
•fWC7

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 a t i o n  o y  ^ c a r r i e r s  w i t h i n  s i x  m o n t h s  b e f o r e  

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

c a r e  p l a n ,  t h e  e f f e c t  o f  w h i c h  i s  t o  s u b s t a n t i a l l y  r e d u c e  c o v e r a g e  f r o m  

t h a t  a v a i l a b l e  t o  a  p e r s o n  c o n s i d e r e d  s t a n d a r d  r i s k .

( b )  A g r o u p  c o m p r e h e n s i v e  h e a l t h  c a r e  p l a n  i s  a v a i l a b l e  t o  a  

r e s i d e n t  e m p l o y e r  o f  t h r e e  o r  m o r e  e m p l o y e e s  w h o m  t h e  e m p l o y e r  s e e k s  t o  

e n r o l l  i n  a  g r o u p  p l a n ,  w h o  c a n  p r o v i d e  e v i d e n c e ,  w i t h  r e s p e c t  t o  m a j o r  

 m e d i c a l . c o v e r a g e . o f  r e j e c t i o n ,  r e q u i r e m e n t  o f  r e s t r i c t i v e  r i d e r s ,  a
' ' r c s u l  (kv^  '4 / I i k s  (U jh e i lh a i>  U 'C  c o . y \ p r d l i - i x . i l / C .  h t « . ( l k .  c.<.» n. - H u o

r a t e  u j ^ ,  o r  a  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 a t i o n  b y  / ^ c a r r i e r s  w i t h i n  s i x  

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

p l a n ,  t h e  e f f e c t  o f  w h i c h  i s  t o  s u b s t a n t i a l l y  r e d u c e  c o v e r a g e  f r o m  t h a t  

a v a i l a b l e  t o  a  g r o u p  c o n s i d e r e d  s t a n d a r d  r i s k  o r  a  g r o u p  o f  2 5  m e m b e r s .

( c )  A M e d i c a r e  s u p p l e m e n t a l  c o m p r e h e n s i v e  h e a l t h  c a r e  p l a n  i s  o p e n  

t o  e n r o l l m e n t  b y  a  r e s i d e n t  o f  t h e  s t a t e  w h o  i s  e n r o l l e d  i n  M e d i c a r e  

P a r t s  A a n d  11 a n d  w h o  c a n  p r o v i d e  e v i d e n c e ,  w i t h  r e s p e c t  t o  m a j o r  m e d i -
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c a l  c o v e r a g e ,  o f  r e j e c t i o n ,  r e q u i r e m e n t  o f  r e s t r i c t i v e  r i d e r s  a  r a t e  u p ,  

o r  a  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 a t i o n  b y  a  c a r r i e r  w i t h i n  s i x  m o n t h s  

b e f o r e  t h e  a p p l i c a t i o n  f o r  e n r o l l m e i ' t  i n  a n  i n d i v i d u a l  c o m p r e h e n s i v e  

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

a g e  f r o m  t h a t  a v a i l a b l e  t o  a  p e r s o n  c o n s i d e r e d  a  s t a n d a r d  r i s k .

( d )  A n  i n d i v i d u a l  m a y  n o t  p u r c h a s e  o r  r e n e w  c o v e r a g e  u n d e r  a  c o m ­

p r e h e n s i v e  h e a l t h  c a r e  p l a n  e s t a b l i s h e d  u n d e r  t h i s  c h a p t e r  a f t e r  c e a s i n g  

t o  b e  a  r e s i d e n t  o f  t h e  s t a t e .

S e c .  2 1 . 5 0 . 0 4 0 .  A D D I T I O N A L  C R I T E R I A  FOF G I B I L I T Y .  T h e  d i r e c t o r  

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

w h i c h  r e f l e c t  t h e  i n a b i l i t y  o f  a n  a p p l i c a n t  t o  o b t a i n  c o v e r a g e  s u b ­

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

c o n s i d e r e d  a  s t a n d a r d  r i s k  o r  b y  a  g r o u p  w i t h  2 5  m e m b e r s .

S e c .  2 1 . 5 0 . 0 5 0 .  P O W E R S  O F  D I R E C T O R .  T h e  d i r e c t o r  m a y

( 1 )  f o r m u l a t e  g e n e r a l  p o l i c i e s  t o  a d v a n c e  t h e  p u r p o s e s  o f

A S  2 1 . 5 0 . 0 1 0  -  2 1 . 5 0 . 0 4 0  a n d  m a y  a d o p t  r e g u l a t i o n s  u n d e r  A S  2 1 . 0 6 . 0 9 0  t o  

c a r r y  o u t  t h e  p r o v i s i o n s  o f  A S  2 1 . 5 0 . 0 1 0  -  2 1 . 5 0 . 0 4 0 ;

( 2 )  a d o p t  b y  r e g u l a t i o n  r e a s o n a b l e  l i m i t s  o n  a d m i n i s t r a t i v e  

e x p e n s e s  o f  t h e  a d m i n i s t e r i n g  c a r r i e r  w h i c h  m a y  b e  p a i d  f r o m  c o m p r e ­

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

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

( 3 )  e x a m i n e  a n d  i n v e s t i g a t e  t h e  o p e r a t i o n  o f  t h e  r e s i d u a l  

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

b o o k s ,  r e c o r d s ,  f i l e s ,  p a p e r s ,  a n d  d o c u m e n t s  > . f  t h e  a d m i n i s t e r i n g  c a r r i e r  

t h a t  r e l a t e  t o  t h e  o p e r a t o n  o f  t h e  p o o l ;

( 4 )  e x a m i n e  d i r e c t o r s ,  o f f i c e r s ,  a g e n t s ,  b r o k e r s ,  o r  e m ­

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

c o v e r a g e  i s  b e i n g  a d e q u a t e l y  a n d  f a i r ! /  p r o v i d e d  t h r o u g h  t h e  p o o l ;

( 5 )  c o n t r a c t  w i t h  t h e  f e d e r a l  g o v e r n m e n t  o r  w i t h  a n o t h e r  u n i t :

- 4 -  HCS CSSSSB 2 2 7 ( F i n a n c c )
L 20A



WORK DRAFT PAPER WORX DRAFT PAPER

1

2

3

4

5 

fi

7

8 

9

10 

1 i 

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28

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

p l a n  w i t h  o t h e r  g o v e r n m e n t a l  a s s i s t a n c e  p r o g r a m s ;

( 6 )  u n d e r t a k e  d i r e c t l y  o r  t h r o u g h  s t u d i e s  o r  d e m o n s t r a t i o n  

p r o g r a m s  t o  d e v e l o p  a w a r e n e s s  o f  t h e  b e n e f i t s  o f  A S  2 1 . 3 0 . 0 1 0  -  2 1 . 5 0 . -  

0 4 0  s o  t h a t  r e s i d e n t s  o f  t h e  s t a t e  m a y  a v a i l  t h e m s e l v e s  o f  t h e  h e a l t h  

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

S e c .  2 1 . 5 0 . 1 0 0 .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r ,

( 1 )  " a d m i n i s t e r i n g  c a r r i e r "  m e a n s  t h e  c a r r i e r  w i t h  t h e  

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

g a t e d  u n d e :  A S  2 1 . 5 0 . 0 1 0  t o  e s t a b l i s h  a n d  o p e r a t e  a  r e s i d u a l  m a r k e t  

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

( 2 )  " c a r r i e r "  m e a n s  a n  i n s u r e r ,  h o s p i t a l  s e r v i c e  c o r p o r a t i o n ,  

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

( 3 )  " c o m p r e h e n s i v e  h e a l t h  c a r e  p l a n "  m e a n s  h e a l t h  i n s u r a n c e

w h i c h  p r o v i d e s  t h e  b e n e f i t s  r e q u i r e d  u n d e r  A S  2 1 . 5 0 . 0 2 0 ;

( 4 )  " d i r e c t o r "  m e a n s  t h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  i n ­

s u r a n c e  i n  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 ;

( 5 )  " f a m i l y "  m e a n s  t h e  p r i m a r y  i n j u r e d  a n d  t h e  c o v e r e d  d e p e n ­

d e n t s  o f  t h e  p r i m a r y  i n s u r e d ;

( 6 )  " h e a l t h  i n s u r a n c e "

( A )  m e a n s  h o s p i t a l  a n d  m e d i c a l  e x p e n s e s  i n c u r r e d  p o l i ­

c i e s  w r i t t e n  o n  a  d i r e c t  b a s i s ,  n o n p r o f i t  s e r v i c e  p l a n  c o n t r a c t s ,  

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

( B )  d o e s  n o t  i n c l u d e  a c c i d e n t  o n l y  p o l i c i e s ,  d i s a b i l i t y

i n c o m e  p o l i c i e s  o r  c a s u a l t y  i n s u r a n c e  c o v e r a g e s  s u b j e c t  t o  r e g u ­

l a t i o n  u n d e r  AS  2 1 . 3 9 ;

( 7 )  " M e d i c a r e  s u p p l e m e n t  p l a n "  m e a n s  a  h e a l t h  i n s u r a n c e  p l a n
%

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

p r o v i d e d  b y  M e d i c a r e ;

- 5 -  HCS CSSSSB 2 2 7 ( F i n a n c e )
LA-L 20A



1

2

3

A
5

e

7

8

ii

10

11

12

13

M

15

16

1 7

18

19

20

21

22

23

24

25

26

27

28

2 S L

LA

WORK DRAFT PAPER WORK DRAFT TAPER

( 8 )  " M e d i c a r e  s u p p l e m e n t a l  c o m p r e h e n s i v e  h e a l t h  c a r e  p l a n "  

m e a n s  a  p l a n  w h i c h ,  i n  c o n j u n c t i o n  w i t h  M e d i c a r e  P a r t s  A a n d  B c o v e r a g e ,  

p r o v i d e s  t h e  b e n e f i t s  r e q u i r e d  u n d e r  A S  2 1 . 5 0 . 0 2 0 ;

( 9 )  " r e s i d e n t  e m p l o y e r "

( A )  m e a n s  a  p e r s o n ,  p a r t n e r s h i p ,  a s s o c i a t i o n ,  t r u s t ,  

e s t a t e ,  c o r p o r a t i o n ,  w h e t h e r  f o r e i g n  o r  d o m e s t i c  o r  t h e  l e g a l  

r e p r e s e n t a t i v e ,  t r u s t e e  i n  b a n k r u p t c y  o r  r e c e i v e r  o r  t r u s t e e  o f  o n e  

r f  t h e s e ,  o r  t h e  l e g a l  r e p r e s e n t a t i v e  o f  a  d e c e a s e d  p e r s o n ,  i n ­

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

e m p l o y  o n e  o r  m o r e  i n d i v i d u a l s  d u r i n g  a  c a l e n d a r  y e a r ;

( B )  r e f e r s  o n l y  t o  a n  e m p l o y e r  w i t h  a  m a j o r i t y  o f  e m ­

p l o y e e s  e m p l o y e d  i n  t h e  s t a t e .

*  S e c .  2 .  A S  2 1 . 2 7 . 4 1 0 ( a )  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

( 1 0 )  i f  a n  a g e n t ,  s o l i c i t o r ,  o r  b r o k e r  t r a n s a c t i n g  h e a l t h

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

w h o m  t h e  a g e n t ,  s o l i c i t o r ,  o r  b r o k e r  h a s  r e a s o n  t o  b e l i e v e  m a y  b e  e l i ­

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

i n s u r a n c e  p o o l ,  ( t o  t h e  a d m i n i s t e r i n g  c a r r i e r  /  ^^— ___ ________________ i lAg i a I y '
*  S e c .  3 .  A S  2 1 . 8 7 . 3 4 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

( 1 7 )  AS  2 1 . 5 0 .

*  S e c .  4 .  T h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  i n s u r a n c e ,  D e p a r t m e n t  o f  C o m -

n 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 ,  s h a l l  a d o p t  r e g u l a t i o n s  i m p l e m e n t i n g  s e c .  1

a f  t h i s  A c t  b y  J a n u a r y  1 ,  1 9 8 1 .

*  S e c .  5 .  AS  3 9 . 3 0 . 0 9 0 ( 1 )  i s  a m e n d e d  t o  r e a d ;

( 1 )  A g r o u p  i n s u r a n c e  p o l i c y  s h a l l  p r o v i d e  o n e  o r  m o r e  o f  t h e  

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

i n s u r a n c e ,  w e e k l y  i n d e m n i t y  i n s u r a n c e ,  h o s p i t a l  e x p e n s e  i n s u r a n c e ,  

s u r g i c a l  e x p e n s e  i n s u r a n c e ,  d e n t a l  e x p e n s e  i n s u r a n c e ,  a u d i o - v i s u a l  

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

*  S e c .  6 .  A S  3 9 . 2 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  3 9 . 3 0 . 0 9 2 .  C O V E R A G E  FO R  A L C O H O L I S M  AND DRUG D E P E N D E N C E .  ( a )  

T h e  g r o u p  i n s u r a n c e  p o l i c y  r e q u i r e d  b y  A S  3 9 . 3 0 . 0 9 0 ( 1 )

( 1 ;  s h a l l  p r o v i d e  c o v e r a g e  f o r  a l c o h o l i s m  a n d  d r u g  d e p e n d e n c e

t o  i n c l u d e

( A )  i n p a t i e n t  d e t o x i f i c a t i o n  b e n e f i t s  f o r  n o t  l e s s  t h a n  

1 4  d a y s  o f  b e n e f i t  e a c h  c a l e n d a r  y e a r  i n  a  s t a t e - a p p r o v e d  t r e a t m e n t  

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

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

c o n d i t i o n ,  e x c e p t  a  c o v e r e d  c o n d i t i o n  w h i c h ,  b y  t h e  t e r m s  o f  t h e  

p o l i c y ,  h a s  a n  i n t e r n a l  r e s t r i c t i o n ;

( B )  i n p a t i e n t  t r e a t m e n t  c o v e r a g e  b e n e f i t s  f o r  n o t  l e s s  

t h a n  3 0  d a y s  o f  b e n e f i t  e a c h  c a l e n d a r  y e a r  i n  a s t a t e - a p p r o v e d  

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

f i t s  s h a l l  b e  a t  t h e  s a m e  l e v e l  a s  a n y  o t h e r  c o v e r e d  c o n d i t i o n ,  

e x c e p t  a  c o v e r e d  c o n d i t i o n  w h i c h ,  b y  t h e  t e r m s  o f  t h e  p o l i c y ,  h a s  

a n  i n t e r n a l  r e s t r i c t i o n ;  a n d

( C )  o u t p a t i e n t  t r e a t m e n t  c o v e r a g e  b e n e f i t s  o f  n o t  l e s s  

t h a n  3 0  v i s i t s  e a c h  c a l e n d a r  y e ' ,  i f  t r e a t m e n t  i s  p r o v i d e d  b y  a  

l i c e n s e d  p h y s i c i a n ,  s t a t e - a p p r o v e d  t r e a t m e n t  p r o g r a m ,  o r  s t a t e -  

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

i n c l u d e  i n d i v i d u a l ,  f a m i l y  o r  g r o u p  t h e r a p y ;  b e n e f i t s  . s h a l 1 b e  p a i d  

a t  n o t  l e s s  t h a n  7 5  p e r c e n t  o f  t h e  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  f o r  a  m e d i c a l  p r o c e d u r e ,  t r e a t m e n t  o r  s e r v i c e  i n  t h e  g e o ­

g r a p h i c  a r e a ;

( 2 )  m a y  n o t  e x c l u d e  d e p e n d e n t s  o t h e r w i s e  c o v e r e d  a n d  m a y  n o t
*

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

s t a t e  o f  i l l n e s s ;
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( 3 )  m a y  n o t  a p p l y  p r e e x i s t i n g  o r  n a m e d  c o n d i t i o n  e x c l u s i o n s  

v o  d e n y  v e r a g e  f o r  a l c o h o l i s m  o r  d r u g  d e p e n d e n c e ;  a n d

( 4 )  m a y  r e q u i r e  a  p h y s i c i a n ' s  c e r t i f i c a t i o n  o f  n e c e s s i t y  a s  a  

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

( b )  T h e  p r o v i s i o n s  o f  t h i s  s e c t i o n  a p p l y  t o  g r o u p  h e a l t h  i n s u r a n c e  

c o n t r ,  . t s  a n d  g r o u p  s e r v i c e  o r  i n d e m n i t y  t y p e  c o n t r a c t s  i s s u e d  t o  p r o ­

v i d e  c o v e r a g e  f o r  e m p l o y e e s  o f  t h e  s t a t e  a n d  m ^ v  a p p l y  t o  c o n t r a c t s  f o r  

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

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

s i o n s  a p p l y .

( c )  I n  ( a )  o f  t h i s  s e c t i o n ,

( 1 )  " a l c o h o l i s m "  m e a n s  a n  i l l n e s s  o r  c o n d i t i o n  c h a r a c t e r i z e d  

b y  t h e  l a b i t u a l  l a c k  o f  s e l f  c o n t r o l  i n  t h e  u s e  o f  a l c o h o l i c  b e v e r a g e s ,  

o r  u s e  o f  a l c o h o l i c  b e v e r a g e s  t o  t h e  e x t e n t  t h a t  h e a l t h  i s  s u b s t a n t i a l l y  

i m p a i r e d  o r  e n d a n g e r e d ,  o r  s o c i a l  o r  e c o n o m i c  f u n c t i o n  i s  s u o s t a n t i a l l y  

d i s r u p t e d ;

( 2 )  " d r u g  d e p e n d e n c e "  m e a n s  t h e  c o n d i t i o n  o f  b e i n g  p h y s i c a l l y  

o r  p s y c h o l o g i c a l l y  a d d i c t e d  t o  a n  o p i a t e ,  o p i a t e  d e r i v a t i v e ,  t r a n q u i l ­

i z e r ,  a m p h e t a m i n e ,  b a r b i t u r a t e ,  o r  s i m i l a r  s u b s t a n c e ,  b u t  e x c l u d i n g  

n i c o t i n e ,  c a f f e i n e  a n d  a l c o h o l ;

( 3 )  " s t a t e "  m e a n s  a n y  s t a t e  i n  t h e  U n i t e d  S t a t e s  a n d  i n c l u d e s  

t h e  D i s t r i c t  o f  C o l u m b i a .

*  S e c .  7  A S  3 9 . 3 0 . 1 0 0  i s  a m e n d e d  t o  r e a d :

S e c .  3 9 . 3 0 . 1 0 0 .  D E F I N I T I O N S .  I n  AS 3 9 . 3 0 . 0 9 0  -  3 9 . 3 0 . 1 0 0  [ A S  3 9 . -  

3 0 . 0 9 0 ]

( 1 )  " e l i g i b l e  e m p l o y e e "  m e a n s

( A )  a n  e m p l o y e e  w h o  h a s  s e r v e d  i n  p e r m a n e n t  f u l l - t i m e  o r  

p a r t - t i m e  e m p l o y m e n t  w i t h  t h e  s a m e  g o v e r n m e n t a l  u n i t  f o r  3 0  d a y s  o r  

m o r e ,  e x c e p t  a n  e m e r g e n c y  o r  t e m p o r a r y  e m p l o y e e ,  a n d
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( B )  a n  e l e c t e d  o r  a p p o i n t e d  o f f i c i a l  o f  a  g o v e r n m e n t a l  

u n i t ,  e f f e c t i v e  u p o n  t a k i n g  t h e  o a t h  o f  o f f i c e ;

( 2 )  " g o v e r n m e n t a l  u n i t "  m e a n s  t h e  s t a t e ,  a  b o r o u g h ,  m u n i c i p a l  

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

P a c i f i c  F i s h e r y  M a n a g e m e n t  C o u n c i 1 ;

( 3 )  " i n s u r a n c e " ,  " i n s u r a n c e  c a r r i e r "  a n d  " i n s u r a n c e  p o l i c y "  

i n c l u d e  h e a l t h  c a r e  s e r v i c e s ,  h e a l t h  c a r e  s e r v i c e  c o n t r a c t o r s  a n d  c o n ­

t r a c t s  .

*  S e c .  8 .  T h e  p r o v i s i o n s  o f  s e c s .  5  -  7  o f  t h i s  A c t  a p p l y  t o  g r o u p  p o l i ­

c i e s  o r  c o n t r a c t s  w h i c h  p r o v i d e  c o v e r a g e  u n d e r  AS  3 9 . 3 0 . 0 9 0  -  3 9 . 3 0 . 1 0 0  a n d  

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

e f f e c t i v e  d a t e  o f  t h i s  A ^ t .  A p o l i c y  o r  c o n t r a c t  p r o v i d i n g  c o v e r a g e  f o r  

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

a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t  p r o v i d e s  t h e  m i n i m u m  c o v e r a g e  r e q u i r e d

b y  t h i s  A c t  e v e n  i f  t h e  l a n g u a g e  o f  t h e  p o l i c y  o r  c o n t r a c t  d o e s  n o t  s o

s p e c i f i c a l l y  p r o v i d e .

*  S e c .  9 .  A S  4 7 . 0 5  i s  a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  t o  r e a d :

S e c .  4 7 . 0 5 . 0 7 0 .  M E D I C A L  A S S I S T A N C E  BY  I N S U R A N C E  OR  S E R V I C E  C O N ­

T R A C T S .  ( a )  T h e  c o m m i s s i o n e r  s h a l l  u s e  a v a i l a b l e  m e d i c a l  a s s i s t a n c e  

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

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

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

s e r v i c e s  a v a i l a b l e  u n d e r  s 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 . '

( b )  T h e  p o l i c y  o f  i n s u r a n c e  o r  t h e  c o n t r a c t  m u s t  b y  i t s  t e r m s  

g u a r a n t e e

( 1 )  t o  p r o v i d e  t h e  m e d i c a l  s e r v i c e s  a l l o w e d  u n d e r  s t a t e  l a w ;

( 2 )  t o  p r o v i d e  m e d i p a l  s e r v i c e s  u n d e r  p o l i c i e s  o f  i n s u r a n c e  

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

( 3 )  t o  p r o v i d e  t h e  s t a t i s t i c a l  d a t a ,  r e c o r d s ,  a n d  r e p o r t s
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r e l a t i n g  t o  t h e  p r o v i s i o n ,  a d m i n i s t r a t i o n ,  a n d  c o s t s  o f  p r o v i d i n g  

m e d i c a l  s e r v i c e s  a s  r e q u i r e d  b y  t h e  c o m m i s s i o n e r .

S e c .  4 7 . 0 5 . 0 8 0 .  C O N T R A C T S  W I T H  D I R E C T  P R O V I D E R S  O F  C A R E  AND  

S E R V I C E .  ( a  T h e  c o m m i s s i o n e r  m a y  e n t e r  i n t o  n o n e x c l u f  i v e  c o n t r a c t s  

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

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

r e m e d i a l  c a r e  a n d  s e r v i c e s  a v a i l a b l e  u n d e r  m e d i c a l  a s s i s t a n c e  f c r  

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

( b )  A c o n t r a c t  u n d e r  t h i s  s e c t i o n  s h a l l

( 1 )  o b l i g e  t h e  c o n t r a c t o r  t o  m a k e  p a y m e n t s  u n d e r  t h e  c o n t r a c t  

p r o m p t l y  a n d  n o t  l a t e r  t h a n  3 0  d a y !  a f t e r  r e c e i p t  o f  t h e  p r o p e r  e v i d e n c e  

o f  t h e  c l a i m ;  a n d

( 2 )  p r o v i d e  d a t a ,  r e c o r d s ,  a n d  r e n o r t s  r e q u i r e d  b y  t h e  c o m ­

m i s s i o n e r .

S e c .  4 7 . 0 5 . 0 9 0 .  I M P L E M E N T A T I O N .  T h e  c o m m i s s i c n e r  s h a l l  i m p l e m e n t  

t h e  p r o v i s i o n s  o f  A S  4 7 . 0 5 . 0 7 0  -  4 7 . 0 5 . 0 9 0  w h e n  t h i  c o m m i s s i o n e r  

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

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

a s s i s t a n c e .

S e c .  4 7 . 0 5 . 1 0 0 .  I N T E R I M  P A Y M E N T .  T h e  d e p a r t m e n t  m a y  m a k e  a n  

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

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

t i o n s  o f  t h e  d e p a r t m e n t .

S e c .  4 7 . 0 5 . 1 1 0 .  I N T E R E S T  ON L A T E  P A Y M E N T S .  W h e n  p r e s e n t e d  b y  a  

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

( 1 )  i n t e r e s t  a t  t h e  r a t e  o f  o n e  p e r c e n t  p e r  m o n t h  w h e n  

p a y m e n t  i s  d e l a y e d  m o r e  t h a n  3 0  d a y s  a f t e r  p r e s e n t a t i o n  o f  t h e  c l e a n  

c l a i m ;

( 2 )  i n t e r e s t  a t  t h e  r a t e  o f  t w o  p e r c e n t  p e r  m o n t h  w h e n
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p a y m e n t  i s  d e l a y e d  m o r e  t h a n  9 0  d a y s  a f t e r  p r e s e n t a t i o n  o f  t h e  c l e a n  

c l a i m ;  a n d

( 3 )  a  f u l l  m o n t h s  i n t e r e s t  e n t i t l e m e n t  i f  t h e  c l a i m  i s  n o t  

p a i d  b y  t h e  1 5 t h  d a y  o f  a  c a l e n d a r  m o n t h .

S e c .  4 7 . 0 5 . 1 2 0 .  D E F I N I T I O N S .  I n  A S  4 7 . 0 5 . 0 7 0  -  4 7 . 0 5 . 1 2 0

( 1 )  " c l e a n  c l a i m "  m e a n s  a  c l a i m  f o r  p a y m e n t  w h i c h  c a n  b e  

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

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

o r i g i n a t i n g  i n  t h e  d e p a r t m e n t ' s  c l a i m s  p r o c e s s i n g  s y s t e m ,  b u t  d o e s  n o t  

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

a b u s e ,  o r  a  c l a i m  u n d e r  r e v i e w  f o r  m e d i c a l  n e c e s s i t y ;

( 2 )  " c o m m i s s i o n e r "  m e a n s  t h e  c o m m i s s i o n e r  o f  h e a l t h  a n d  

s o c i a l  s e r v i c e s ;

( 3 )  " d e p a r t m e n t "  m e a n s  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l

S e r v i c e s ;

( 4 )  " m e d i c a l  ea.*- i t  a n c e "  m e a n s  M e d i c a i d  ( A S  4 7 . 0 7 ) ,  g e n e r a l  

r e l i e f  m e d i c a l  ( A S  4 7 . 2 5 . 1 2 0 ) .  c a t a s t r o p h i c  i l l n e s s  ( A S  4 7 . 0 8 )  a n d  

c r i p p l e d  c h i l d r e n ' s  a n d  m a t e r n a l  a n d  c h i l d  h e a l t h  p r o g r a m s  ( A S  1 3 . 0 5 . -  

010).

*  S e c .  1 0 .  A S  4 7 . 0 7 . 0 2 0 ( b )  i s  r e p e a l e d  a n d  r e - e n a c t e d  t o  r e a d :

( b )  R e s i d e n t s  o f  t h e  s t a t e  f o r  w h o m  t h e  S o c i a l  S e c u r i t y  A c t  a l l o w s  

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

a r e  e l i g i b l e  f o r  m e d i c a l  a s s i s t a n c e .

*  S e c .  1 1 .  A S  4 7 . 0 7 . 0 3 0  i s  r e p e a l e d  a n d  r e - e n a c t e d  t o  r e a d :

S e c .  4 7 . 0 7 . 0 3 0 .  M E D I C A L  S E R V I C E S  TO  B E  P R O V I D E D .  M e d i c a l  s e r v i c e s  

t o  b e  o f f e r e d  t o  e l i g i b l e  p e r s o n s  i n c l u d e  s e r v i c e s  e l i g i b l e  f o r  f e d e r a l  

f i n a n c i a l  p a r t i c i p a t i o n  u n d e r  T i t l e  X I X  o f  t h e  f e d e r a l  S o c i a l  S e r v i c e s  

A c t .

*  S e c .  1 2 .  A S  4 7 . 2 5 . 1 2 0  i s  a m e n d e d  t o  r e a d :

- 1 1 -  H C S  C 1 S S S B  2 2 7 ( F i n a n c e )
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S e c .  4 7 . 2 5  1 2 0 .  E L I G I B I L I T Y  F O R  A S S I S T A N C E .  I x n a n c i a l  a s s i s t a n c e  

m a y  b e  g i v e n  u n d e r  A S  4 7 . 2 5 . 1 2 0  -  4 7 . 2 5 . 3 0 0  [ ,  SO  F A R  AS  P R A C T I C A B L E  

U N D E R  T H E  C O N D I T I O N S  I N  T H I S  S T A T E , ]  t o

( 1 )  a  n e e d y  p e r s o n  w h o  i s  e l i g i b l e  u n d e r  t h e  r e g u l a t i o n s  o f  

t h e  d e p a r t m e n t ; a n d

( 2 )  a  m e d i c a l l y  n e e d y  p e r s o n  w h o s e  i n c o m e  i s  l e s s  t h a n  t h e  

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

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

c o m e  s t a n d a r d  i s  1 5 0  p e r c e n t  o f  t h e  c u r r e n t  F e d e r a l  C o m m u n i t y  S e r v i c e s  

A d m i n i s t r a t i o n  p o v e r t y  i n c o m e  g u i d e l i n e s  f o r  A l a s k a  ( 4 5  C . F . R . , 

s e c  . 1 0 6 0 . 2 ) .

*  S e c .  1 3 .  A S  4 7 . 0 7 . 0 2 0 ( d )  i s  r e p e a l e d .
z

*  S e c .  1 4 .  S e c t i o n s  , 1 - 8  a n d  1 0  -  1 3  o f  t h i s  A c t  t a k e  e f f e c t  J a n u a r y  1 ,  

1 9 8 1 .
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*  S e c .  1 5 .  S e c t i o n s  9 ,  1 4 ,  a n d  1 5  o f  t h i s  A c t  t a k e  e f f e c t  J u l y  1 ,  1 9 8 0 .
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O r i g i n a l  s p o n s o r s :  C o l l e t t a ,  S t i m s o n
a n d  H o h m a n

O f f e r e d :  3 / 1 3 / 7 9
R e f e r r e d :  J u d i c i a r y

/
B Y  T H E  H E A L T H ,  E D U C A T I O N  AND 

I N  T H E  S E N A T E  S O C I A L  S E R V I C E S  C O M M I T T E E

C S  F O R  S P O N S O R  S U B S T I T U T E  FO R  S E N A T E  B I L L  N O .  2 2 7

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

E L E V E N T H  L E G I S L A T U R E  -  F I R S T  S E S S I O N

A B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  i n s u r a n c e  f o r  a l c o h o l i s m  a n d  d r u g

d e p e n d e n c e ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  BY  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  A S  2 1 . 4 2  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  2 1 . 4 2 . 3 4 7 .  R E Q U I R E D  P R O V I S I O N  O F  CO V E R AG E  F O R  A L C O H O L I S M  AND 

DRUG D E P E N D E N C E .  ( a )  G r o u p  h e a l t h  i n s u r a n c e  p o l i c i e s  p r o v i d i n g  

c o v e r a g e  o n  a n  e x p e n s e - i n c u r r e d  b a s i s  a n d  g r o u p  s e r v i c e  o r  i n d e m n i t y  

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

( 1 )  s h a l l  p r o v i d e  c o v e r a g e  f o r  a l c o h o l i s m  a n d  d r u g  d e p e n d e n c e

t o  i n c l u d e

( A )  i n p a t i e n t  d e t o x i f i c a t i o n  b e n e f i t s  f o r  n o t  l e s s  t h a n

1 4  d a y s  o f  b e n e f i t  e a c h  c a l e n d a r  y e a r  i n  a  s t a t e - a p p r o v e d  t r e a t m e n t  

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

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

c o n d i t i o n ,  e x c e p t  a  c o v e r e d  c o n d i t i o n  w h i c h ,  b y  t h e  t e r m s  o f  t h e

p o l i c y ,  h a s  a n  i n t e r n a l  r e s t r i c t i o n ;

( B )  i n p a t i e n t  t r e a t m e n t  c o v e r a g e  b e n e f i t s  f o r  n o t  l e s s

t h a n  3 0  d a y s  o f  b e n e f i t  e a c h  c a l e n d a r  y e a r  i n  a  s t a t e - a p p r o v e d  

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

b e n e f i t s  s h a l l  b e  a t  t h e  s a m e  l e v e l  a s  a n y  o t h e r  c o v e r e d  c o n d i t i o n ,  

e x c e p t  a  c o v e r e d  c o n d i t i o n  w h i c h ,  b y  t h e  t e r m s  o f  t h e  p o l i c y ,  h a s

a n  i n t e r n a l  r e s t r i c t i o n ;  a n d

( C )  o u t p a t i e n t  t r e a t m e n t  c o v e r a g e  b e n e f i t s  o f  n o t  l e s s  

t h a n  3 0  v i s i t s  e a c h  c a l e n d a r  y e a r  i f  t r e a t m e n t  i s  p r o v i d e d  b y  a

- 1 - C SSSSB  227



l i c e n s e d  p h y s i c i a n ,  s t a t e - a p p r o v e d  t r e a t m e n t  p r o g r a m ,  o r  s t a t e -  

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

i n c l u d e  i n d i v i d u a l ,  f a m i l y  o r  g r o u p  t h e r a p y ;  b e n e f i t s  s h a l l  b e  p a i d  

a t  n o t  l e s s  t h a n  7 5  p e r  c e n t  o f  t h e  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  f o r  a  m e d i c a l  p r o c e d u r e ,  t r e a t m e n t  o r  s e r v i c e  i n  t h e  g e o ­

g r a p h i c  a r e a ;

( 2 )  r<iay n o t  e x c l u d e  d e p e n d e n t s  o t h e r w i s e  c o v e r e d  a n d  m a y  n o t

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

s t a t e  o f  i l l n e s s ;

( 3 )  m a y  n o t  a p p l y  p r e e x i s t i n g  o r  n a m e d  c o n d i t i o n  e x c l u s i o n s

t o  d e n y  c o v e r a g e  f o r  a l c o h o l i s m  o r  d r u g  d e p e n d e v . i e ; a n d

( 4 )  m a y  r e q u i r e  a  p h y s i c i a n ' s  c e r t i f i c a t i o n  o f  n e c e s s i t y  a s  a

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

( b )  I n  t h i s  s e c t i o n ,

( 1 )  " a l c o h o l i s m "  m e a n s  a n  i l l n e s s  o r  c o n d i t i o n  c h a r a c t e r i z e d  

b y  t h e  h a b i t u a l  l a c k  o f  s e l f  c o n t r o l  i n  t h e  u s e  o f  a l c o h o l i c  b e v e r a g e s ,  

o r  u s e  o f  a l c o h o l i c  b e v e r a g e s  t o  t h e  e x t e n t  t h a t  h e a l t h  i s  s u b s t a n t i a l l y  

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

d i s r u p t e d ;

( 2 )  " d r u g  d e p e n d e n c e "  m e a n s  t h e  c o n d i t i o n  o . "  b e i n g  p h y s i c a l l y  

o r  p s y c h o l o g i c a l l y  a d d i c t e d  t o  a n  o p i a t e ,  o p i a t e  d e r i v a t i v e ,  t r a n q u i l ­

i z e r ,  a m p h e t a m i n e ,  b a r b i t u r a t e ,  o r  s i m i l a r  s u b s t a n c e ,  b u t  e x c l u d i n g  

n i c o t i n e ,  c a f f e i n e  a n d  a l c o h o l ;

( 3 )  " s t a t e "  m e a n s  a n y  s t a t e  i n  t h e  l a t e d  S t a t e s  a n d  i n c l u d e s  

t h e  D i s t r i c t  o f  C o l u m b i a .

*  S e c .  2 .  AS  2 1 . 8 7 . 3 4 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

( 1 7 )  A S  2 . 1 . 4 2 . 3 4 7 .  _
Z J & t  ( J

*  S e c .  3 .  T h e  p r o v i s i o n s  o f  t h i s  A c t  a p p l y  t o  a l l  g r o u p  p o l i c i e s  o r  

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

- 2 -  CSSSSB 227



M

1

T»

0

/

H

n 

id  

11 

u  

1 3  

11 

IS 

Hi 

11 

IK

e f f e c t i v e  d a t e  o f  t h i s  A c t .  A p o l i c y  o r  c o n t r a c t  p r o v i d i n g  c o v e r a g e  f o r  

p e r s o n s  i n  t h i s  s t a t e  d e l i v e r e d ,  i s s u e d  f o r  d e l i v e r y ,  o r  r e n e w e d  a f t e r  t h e  

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

c o v e r a g e  r e q u i r e d  b y  t h i s  A c t  e v e n  i f  t h e  l a n g u a g e  o f  t h e  p o l i c y  o r  c o n t r a c t  

d o e s  n o t  s o  s p e c i f i c a l l y  p r o v i d e .

*  S e c .  4 .  T h i s  A c t  t a k e s  e f f e c t  N o v e m b e r  1 ,  1 9 / 9 .
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POUCH V .  STATE CAPITOL 

JUNcAU. ALASKA 99811

907-465-3800

LEGISLATIVE AFFAIRS A GENCY

M E M O R A N D U M  March 29, 1979

S U B JE C T :  CSSB 227, r e l a t i n g  t o  a l c o h o l i s m  and
drug depend en ce  i n s u r a n c e

TO:  S e n a t o r  M ik e  C o l l e t t *

FROM: J o h n  B. ChenowetJC, Jka  . s l a t i v e  C o u n s e l

I  do n o t  want t o  b e l a b o r  the  e x p l a n a t i o n  you r e q u e s t e d  o f  
th : 's  b i l l .  The o n e - p a g e  summary p r o v i d e d  by th e  i n s u r a n c e  
d i v i s i o n  seems more than a d e q u a t e .  I  d i d  q u e s t i o n  Don Koch 
c o n c e r n i n g  the d i s t i n c t i o n s  among the s e v e r a l  t y p e s  o f  
p o l i c i e s  m e n t io n e d  o r  r e f e r e n c e d  i n  l i n e s  11-13 o f  page 1 o f  
t h e  b i l l ,  and th o u g h t  I  w o u ld  s h a r e  t h a t  in f o r m a t o n  w i t h  
you.

The  s u b s e c t i o n  m en tio n e d  s p e a k s  t o

(1) "g ro u p  i n s u r a n c e  p o l i c i e s  p r o v i d i n g  c o v e r a g e  on an 
e x p e n s e - i n c u r r e d  b a s i s " ;  and

(2) "g r o u p  s e r v i c e  o r  i n d e m n i t y  type c o n t r a c t s  i s s u e d  
by a n o n - p r o f i t  c o r p o r a t i o n . "

(1) i d e n t i f i e s  the  c o n t r a c t s  n o r m a l l y  i s s u e d  by p r i v a t e  
i n s u r a n c e  c o n t r a c t s .  P r i v a t e  c o r p o r a t i o n  c o n t r a c t s  are  
t y p i c a l l y  i n d e m n i f i c a t i o n  c o n t r a c t s ,  by the terms o f  w h ic h  
the  i n s u r a n c e  company a g r e e s  t o  r e im b u r s e  th e  i n s u r e d  f o r  
c o v e r e d  e x p e n s e s .  T h e s e  c o n t r a c t s  a r c  u s u a l l y  one o f  t h r e e  
t y p e s :  the  " s p e c i f i e d  s i c k n e s s "  p o l i c y ,  the  " f l a t  r a t e "  
p o l i c y  ( p a y in g  so  much p e r  day f o r  h o s p i t a l i z a t i o n  f o r  
w h a t e v e r  th e  r e a s o n ) ,  and the  " e x p e n s e - i n c u r r e d "  p o l i c y  
( r e im b u r s i n g  f o r  c e r t a i n  e x p en se s  d e s i g n a t e d  i n  the p o l i c y ) . 
T h i s  b i l l  a d d r e s s e s  o n l y  th e  " e x p e n s e - i n c u r r e d "  p o l i c y ,  th e  
i n s u r a n c e  d i v i s i o n  spokesman s a y s ,  f o r  t h i s  i s  the  type o f  
p o l i c y  u s u a l l y  w r i t t e n  by co m pa n ie s  f o r  the b e n e f i t  o f  
e m p lo y e e s ,  and i s  more n e a r l y  r e l a t e d  t o  the  k i n d  o f  c o v e r ­
age f o r  h o s p i t a l i z a t i o n  and o u t p a t i e n t  s e r v i c e s  than o t h e r  
k i n d s  o f  c o m p a n y - w r i t t e n  p o l i c i e s .  Ey the term o f  t u '  b i l l ,  
o n l y  g r o u p p o l i c i e s "'m w  p r o v i d e  f o r  th e  c o v e r a g e .



■a-spi ■ ' " r.r,

Senator Mike Colletta 
Page 2
March 29, 1979

(2) above -- the service or indemnity-type policy -- is 
typically the kind of coverage written by carriers providing 
direct subscription coverage. In a service contract, payment 
is made by the carrier to the hospital or health facility 
(and in some states to physicians) for medical services 
provided to persons covered. In Alaska, Blue Cross of 
Washington/Alaska is the principal carrier of service contracts 
for health care coverage. My understanding of the explanation 
is that only nonprofit corporations are able to enter into 
service contract relationships directly with hospitals and 
health facilities. The reference to "indemnity-type" contracts 
in this line extends the mandatory coverage for alcoholism 
and drug dependence to nonprofits who indemnify insureds as 
well as to those whose business follows the service approach.

t.

1 trust this helps to explain the differences in the types 
of coverage. From the explanation, it appears certain that 
the intended alcoholism and drug dependence coverage does 
reach all providing coverage on an expense-incurred basis, 
including, of course, "profit-seeking" insurance corporations 
writing this type of coverage.

JBC:nem
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SB 227

Sen. Colletta. This is the result of some extensive public 
hearings in two plus years of work trying to address a problem 
that conceptually everyone is in accord with. During the interim 
last year, w p  approached the problem in a different manner. The 
Budget and Audit Committee was generous enough to authorize 
$15,000 expenditure to try to accomplish the task of writing a 
third-party alcoholism insurance bill, ilather than using the 
normal routes of hiring consultants or experts in the field, 
what we did was go to experts in the work ethic field of the 
problem and the result that is before us today is their product.

It has virtually universal support, the major insurance 
companies participated to a great degree in a candid manner and 
did providers and in some cases, a couple of users. I would hope 
that the committee and the Senate as a whole would look upon it 
very favorably because I believe you are going to hear some 
testimony that shows the application of many minds can usually 
afford at least a workable style solution to accomplish any 
task that is put before them.

Mr. Moore. Director of Insurance for the State of Alaska.
We prepared a position paper. We appear here not as opposed to 
the bill. We also did bring questions up in our position papers, 
these questions are of'cos*s, we aren't totally sure that the 
cost factor is yet determinable. The other is an unequal dis­
tribution of premiums versus benefits. Thirdly, we raise the 
question of whether it is appropriate or not to mandate a 
parallel coverage. We take no standing on any one of these 
questions and there may be other experts here who wovld like to 
address them. We do not oppose the bill.

My associate, Mr. Don Koch, may wish to address some 
particular points.

Don Koch. Chief of market surveillance with the Division of 
Insurance. On two occasions I was acting chairman for Senator 
CoJletta's panel to study third-party insurance coverages. It 
waj a pleasure to me to work with a group like that that really 
got down to brass tacks and came up with something we believe is 
. workable bill.

The original SB 227 was an initial woikdraft of the committee. 
It came out of their second meeting. There was a subsequent 
meeting at which point in time we came up with additional amend­
ments and I have here a copy of a marked up version of SB 227 
with the two auditional pages listing the specific changes.

•he commit tee recognized early on that employed persons in 
a disproportionate sha.-e of hours spent on alcoholism problems in 
the State of Alaska and felt that this ought to be addressed We 
had some statistics before us provided by Blue Cross in an article 
that they have in their magazine called Perspective, their 78 
version ol it. Basically it indicated of employed problem



problem drinkers represent about 5% of the employed population.
That may or may not be true of Alaska, there have been some 
suspician that it probably higher. That 5% represents roughly 
151 of the expenditures of the available health care dollars, 
so they are using three times the amount of health care dollars 
that their employed counterparts (non-drinking) are utilizing.
Ope of the first concents that the committee dealt with w a s _the 
idea that to the "degree that an alcohol ism benefit was u tilized. 
jt would tend to reduce the utilization of other henef-it^ The 
article that I mentioned did discuss problems that problem drinkers 
do have. There is an increased incidence of cancer, for instance, 
that surprised me. That was supported by the doctor that wan on 
the panel. There are increased problems with some liver conditions 
and gastrointestinal problems. Blue Cross did some studies that 
did show in the use of control groups what some of these relation­
ships were, at least as to the groups they used for their studies. 
They were pretty convincing.

One of the concepts or considerations that the committee 
dealt with was the fact that after last year there were sub­
stantial quality controls placed in the Division of Alcoholism.
They are now able to establish standards in the treatment of 
alcoholism, they are able to deal with quality controls on the 
personnel that will deal with this treatment. They have a number 
of things that they are now able to do that lend themselves to 
providing some kind of insurance benefit for alcoholism because 
there is some reasonable and meaning limitations on those persons 
who can deliver those kinds of benefits.

The committee recognized that there would have to be some 
kind of reasonable limitation just to make the bill workable.
But determined that rather than use a dollar limitation they would 
use a time period limitation which would tend co be responsive to 
inflation as time goes on. One of the concepts they deal with 
was that that alcoholism should be treated as any other illness 
rather then setting up a specific degree or kind of care 
limitation on care. One of the primary flaws with the bill 
that was before the legislature last year, SB 545, is it c'dn't 
deal with some of the tilings that would tend to wipe out the 
coverage such as pre-existing conditions exclusions. Most health 
care policies have a condition in the policy that says if this 
condition existed before coverage began, you don't have any 
coverage. Well, alcoholism generally is something that is a 
long term thing or its been accumulated over a period of time 
so you could well end up with a situation where you provide a 
bene I it but no body in collect on the benefit because its a 
pre-existing condition from the time that coverage began. That 
has been dealt with by saying that you cannot have a pre-existing 
condition exclusion for the kinds of things that we are providing 
a benefit for under this bill.

Ihc panel determined that this package should be considered 
a minimum package and that the package should be a reasonable 
package, something that could work to provide rehabilitation for 

!l!° lt°Uld b® collecting the benefit. The thought being 
o  le degree that a bargaining unit or employer/employee



group wished to have expended coverages those would be 
something subject to the negotiation of the collective 
bargaining process.

The committee determined that they would address not 
only alcoholism but drug dependence, so that the benefits 
that are listed in the bill, are somewhat of a compromise 
which will probably be fairly liberal in some cases for 
alcoholism and will pretty tight in some cases for drug 
dependence. It also determined that it would not deal with 
two areas of drug dependence mainly nicotine and caffine.
They figure those are issues whose time has not come.

Another concept that the committee dealth with was that 
this would provide for ar added source of funding for some 
facilities who are now hard pressed to get funds. It would 
also provide an incentive for those facilities or programs 
to come up to a standard established by the state. So to that 
degree we'll probably have an increase in the quality of the 
treatment and care for alcoholism within the sta'te.

You'll notice that within the definition of state within 
the bill, there is a reference to the facl a state means all 
50 states or the District of Columbia. The reasoning there 
was that the committee felt that this coverage should be 
provided wherever it can be provided by facilities that meet 
controls that the Division of Alcoholism has indicated, or 
those levels of quality and that it shouldn't be confined 
necessarily to Alaska since perhaps in many areas we don't have 
the facilities. We may have somebody who originally came up 
from another area or has family in another area and therefore 
that person might best respond to treatment and rehabilitation 
in that area. However, the committee determined that it wouldn' 
be proper to provide transportation funds for that kind of 
situation.

The end result of that feature is that it may well 
provide for a less expensive treatment since it is likely 
that treatment in another area is going tv be 'ess expensive 
than it would be here in Alaska.

Basically those were tlie concepts and considerations 
the panel dealt with. They di I also look to where the 
opposition might be coming from on a bill of this kind. They 
ensidered a number of these issues, they dealt with a number of 
them, positively in some cases, in other cases they just 
determined that that is going to be a matter for somebody to 
determine policy. Cost of course is a concern. We had testi= 
mony from members on the panel that the cost would likely run 
somewhere between 1  and 5%. However, that is going to be 
controlled greatly by the utilization of the benefits to the 
degiee that utilization of the benefit increases, that cost 
lminishes. I think there are others here who can speak 

better to that than I can.

There was a cuestion* brought up about how you distinguish 
between the drunk and the alcoholic. The committee felt that th



benefit package was developed in such a way that the person 
who is just drunk and is not necessarily an alcoholic isn't 
necessarily going to be the guy who is collecting the benefit 
under this policy anyway. The bill calls for several areas 
of coverage, one /f those is a detox or drying-out coverage 
these are people that generally are into an emergency medical 
situation anyway. We are told that quite often policies 
are presently paying for this but they are identifying it as 
something else, liver problem or dehydration, any number of 
things.

The iaea is that this would tend to cause an outright 
identification of alcoholism problems. The Divsion of 
Insurance takes the position that we wish to be involved in 
some kind of a statistical approach to this thing so that we 
can work in conjunction with the carriers and the division of 
alcoholism to develop some meaningful insurance statistics 
for a bill of this type. That we think is an intrical part 
of the operation of legislation like this. There were some 
arguments that were presented as opposing views -- the 
primary one is the mandate versus option feature. As the 
director indicated, we don't have a position that. I do know 
that there are others who are looking to this and there are 
employers that would be concerned with it, the Health Insurance 
Association of America will also probably address that 
particular issue.

The committee did recognise that there are going to be 
employers and employees who will fall through the cracks.
These generally fall into two categories one is those where 
this question of jurisdiction such as federal employees. The 
state law doesn't have a way to reach those. The other would 
be the self insured employers. The committee determined that 
it didn’t wish to address that issue either, since that would 
involve something that would be very difficult as a matter of 
practicality to effect, it would be a difficult kind of 
legislation to approach. So, they felt comfortable with the 
bill as far as they went.

It's our opinion that what you have before you aside from 
the considerations the director has mentioned is a highly 
workable bill, it does respond to the problems that previous 
directors saw and addressed with Sen. Colletta last year.

Sen. Hackney. Where did you come up with that description 
of alcoholism?

Don Koch.' The initial definition of alcoholism that you see 
in the first version of SB 227, when the committee saw that 
they felt that, it was negative. I don't pretend to understand 
why they felt that way, but they addressed that as one of the 
primary concerns with the bill. They sat down and came up 
with another one and franklv, I don't know what the source of 
the other definition was but everyone seemed pretty happy with 
it. There was even some talk about not having a definition at 
all and that thought was prevelent for a while until the thought 
came to mind, well, if you don't define alcoholism the insuier 
will in his -jlicy. They didn't want to lose to the insurer



what was meant by alcoholism.

Sen. Colletta. I concur with the proposed amendments and was 
made aware of them.

Don Koch. This bill does one other thing tht is perhaps a 
little unusual from a state standpoint, That is, it addresses 
contracts that are not initiated in the state. This would be 
the employer who is domiciled in other locations and has 
employees in the state, but all his negotiations take place 
in another location. What the comments in sec. 3 of the 
current bill, not of the revision, what it basically says is 
that if you have a contract that is issued in another location 
and ends up covering employees in this state that contract 
will be deemed to provide at least a minimum benefits that 
we are requiring of other insurers in the state. Even thought 
that language may not specifically appear in their contract.

Sen. Hackney I Would that not cover federal employees?

Don Kock. No. You c a n’t superimpose a state law on a federal 
Tliis would sperk to a policy that is written under another 
state law, Washington, Oregon, They have reason to send employees 
into our state and those employees are here 01 a permanent basis. 
Those people: who are here and living in this state would be 
entitled to the level of benefit that any other employee would 
from his employer.

Sen. Fahrenkamp. I was wondeiing what the cost will be fo the 
state for its employees.

Paul Arnoldt. Director for the Divsion of Retirement. I apologize 
that we d o n’t hace a formal fiscal note in front of you, but 
1 have just talked to John Hopkins of Blue Cross and he advised 
me that the rate would run about $2.64 month per employee based 
upon a cover group of the state of around 8,000, I think that 
comes to around $250,000 plus per year. We could probably 
anticipate that rate going up about 20%, 1 think around 12 to 16% 
would be the rate increase then there would be some growth in 
the actual number of employees covered, so wc figure about a 20% 
increase in this area.

John Hopkins. Representing Blue Cross of Washington and Alaska.
1 served n the panel that helped to develop the legislation.

T would like to speak to the area of cost of the bill. As 
we were going through the deliberations, many of the panel members 
came to me and said ' what is this whole thing going to cost'. T 
used the broad range of 3 to 5% over existing premiums. A: Mr. 
Arnoldt has pointed out, we have now developed a firm premium or 
rate for the state. I think it is interesting that the $2.64 
which projects out quarter of a million dollars a year is
rally only 3% of the premium. What must be considered is the 
fact that on the long range the mandating of an alcoholism benefit 
will probably be cost effective which means you will pet, a higher 
return than what you are paying in. Earlier Mr. Koch referred to’ 
some articles prepared in a Blue Cross publication and the
thi l S r®*n y c°nclusr e that the treating of alcoholism lowers
tne tost lO other health insurance benefits. Therefore ultimately



ultimately offsetting the cost of the alcoholism benefit. I 
think if is fair and necessary for me to point out that from 
a carriers point of view we are taking risk and you are not 
going to see that benefit until out thei i two or three years.
So, we do have to go in with an initial charge. Ultimately 
there will be a return on that. I support the way the bill is 
constructed, the levels of care I think are appropriate. The 
committee tryed to design the legislation so that it would 
g^t two approp-iate types of tr atment and yet not be subject 
to abuse.

You take your first year and you have a quarter of a 
million dollars of premium coming in. For example, on state 
employees we are going to pay out approximately that much in 
claims for the treatment of alcoholism. If that corrects 
the alcoholism problem in 100 people, the theory is that those 
100 people are going to have less of the general medical type 
of claims in successive years. The evidence is conclusive.

I have to say in all honesty is it going to be extremely
di ricult to pinpoint because you've got several curves on your
graft- You've got the cost of the alcoholism benefit, medical 
inflation puts it up, the decrease on other medical services puts
it down a little bit, and it will be tough. 3ut conclusive
evidence came from these companies that established control groups, 
the cold hard facts are there that it reduces the cost of medical 
care.

Sen. Fahrenkamp. Could you address mendated service and pre­
existing . . .

John Hopkins. On pre-existing, that was put into the legislation 
that than an insurance carrier in writing a policy could nor. 
avoid paying for the treatment of alcoholism because of a 
pre-existing condition.

The question of mandating has been discussed by the 
panel, we tryed to say that that is not what we arc here for, 
the panel is'here to construct legislation that is workable.
My own feeling is a mixed opinion on what are you trying to 
mandate. The Blue Cross supports this bill which does in effect 
mandate.

Sen. Hackney. The 8,000 is just state employees? (Yes) What 
wuTd it do to coverage if you coveied municipal employees also.

Paul Arnoldt lhere are currently about 2,500 employees covered 
under the municipalities of the state who participate in the state' 
in the plan that the state sponsors. Other municipalities have 
their own plan. The $253,440 figure that translates to is onl/ 
the cost to the state. (The municipality 2,500 figure is not 
included in the 8,000)

John llopkins. I recoonize the state as being very cautions 
sea 1l y. One of the things that is happening right now is the 

general cost of medical care as r e f l a t e d  in insurance premiums



is not going up nearly as rapidly as it has in past years.
Right now, in the last year and again in 1979 we are looking 
at in some cases no rate increase and in some cases very small 
rate increase. So I guess I would say if there was ever a 
time to mandate a benefit where it may have a 31 effect on 
premiums, now is probably a pretty good time.

Sen. Hackney. What you are really saying is among other things, 
hospital costs containment has perhaps been more effective in 
Alaska . . .

John Hopkins. Moreso than the rest of the country. Its a 
combination of cost containment and people going to the hospital 
less frequently, staying shorter, etc.

Bob Cole. Supportive of measure. It shouldn't be difficult 
to measure certain critical variables that should show up after 
this benefit if it is enacted among the state employee work 
force t the extent that this benefit is utilized, you should 
see a downturn over time of sick leave utilization, productiviy 
problems, death and disability payments, etc.

Out to accept SS. and then out of committee with/ indiv. recs.



SB 22 7 - S E C T I O N A L  B R E A K D O W N

SECTION 1 - I n c o r p o r a t e s  a l c o h o l / d r u g  t r e a t m e n t s  i n t o  i n s u r a n c e  
p a ck a g e  w i t h  t h e  f o l l o w i n g  c o v e r a g e :

1 (A )  - i n p a t i e n t  d e t o x  b e n e f i t s  f o r  NLT 14 days  o f  each
c a l e n d a r  y e a r  in  a s t a t e  a pp r o ve d  f a c i 1 i t y / h o s p i t a  1 ;  b e n e f i t s  
s h a l l  be e qu a l  and p a y a b l e  as any o t h e r  c o v e r e d  c o n d i t i o n .

(B) - i n p a t i e n t  t r e a t m e n t  c o v e r a g e  b e n e f i t s  f o r  NLT 30
days  o f  e a c h  c a l e n d a r  y e a r  in s t a t e  a p p r o ve d  t r e a t m e n t  program;  
payment o f  i n s t i t u t i o n a l  & p r o f e s s i o n a l  b e n e f i t s  s h a l l  be a t  t he  
same l e v e l  as  any o t h r r  c o v e r e d  c o n d i t i o n .

(C) - o u t p a t i e n t  t r e a t m e n t  b e n e f i t s  NLT 30 v i s i t s  each
c a l e n d a r  y e a r  i f  t r e a t m e n t  p r o v i d e d  by a l i c e n s e d  p h y s i c i a n  or 
s t a t e  a p p r o v e d  p ro g r a m;  payments  a t  NLT 75% o f  u sua l  c h a r g e  f o r
m ed i c a l  p r o c e d u r e ,  t r e a t m e n t  o r  s e r v i c e  in g e o g r a p h i c  a r e a .

*

(2)  - may not  e x c l u d e  d e p e n d e n t s  o t h e r w i s e  c o v e r e d

(3)  - may not  a p p l y  p r e e x i s t i n g  or  named c o n d i t i o n s  to
deny c o v e r a g e

(4)  - may r e q u i r e  p h y s i c i a n ' s  c e r t i f i c a t i o n  o f  n e c e s s i t y .

(b)  D e f i n i t i o n  s e c t i o n .

SECTION 2 & 3 - P r o v i s i o n s  w i l l  be a p p l i c a b l e  to  a l l  group p o l i c i e s  
and minimum co a r a g e  w i l l  be r e q u i r e d  even i f  l a n g u a g e  o f  p o l i c y /  
c o n t r a c t s  doe s  n o t  so s p e c i f i c a l l y  p r o v i d e ,
SECTION 4 - E f f e c t i v e  D a te .



SECTION ANALYSIS SS for SB 227

Sec 1 AS 21.42
Requires that a l l  group health insurance p ol i c ie s  issued by 

insurance companies ,andL a l l  ser vice  or indemnity type contracts  issued 
by non-prof i t  corpora{Tons such as Blue Cross,  provide as a minimum, 
spec i f i e d  coverages related to alcoholism and drug dependence. 

COVERAGES are:
A. not less  than 14 days d e t ox i f i c a t i o n  benef i t  a t  a rate 
eoual to other benef i ts  provided iri the pol i cy .
B. not less  than 30 days inpat ient  treatmen4- benef i t
C. not less  than 30 v i s i t s  to s pec i f ie d  outpat ient  treatment 
f a c i l i t i e s .

Alcoholism and drug dependence coverage i s  to be provided for  a l l  
persons covered under the group pol i cy  without regard to aqe, sex, 
s t at e  of  i l l n e s s ,  or pre-exist ing" condition.

Section 1 also provides key de f i n i t i ons  of  alcoholism and drug 
dependence.

Section 2 Amends AS 21.87.347 to provide that Hospital Medical Service 
Corporations ie .  Blue Cross,  are a l so  subject  to the provisions of 
AS 21.42 as created by this  b i l l .

Section 3 Spec i f i es  that coverage for alcoholism and drug dependence 
shal l  automatical ly apply to a l l  persons covered by a group pol i cy  
issued for  d e l i v e ry ,  del ivered or renewed in this s t at e  a f t e r  the 
e f f e c t i v e  date of  the act ;  whether the pol i cy  wording s p e c i f i c a l l y  
provides coverage or not.

Section 4 Provides for an e f f e c t i v e  date of  November 1,  1979 in 
order for  insurance companies to amend p o l i c i e s  and adjust  
rates prior  to the e f f e c t i v e  date.



POSITION PAPER SB 227 

"An Act r e l a t i ng  to insurance for  alcoholism and drug dependence."

The State Of f i ce  o f  Alcoholism and Drug Abuse is  very supportive of 
this  b i l l  for  the fol lowing reasons:

There are a great  number of  bas i ca l l y  middle-class employed profes­
sional administrat ive and technical  people in Alaska,  in need of  Alcohol­
ism and Prescription Drug Abuse Treatment Services,  who by and large are 
not showing up in State funded treatment program at the present time un­
less  they are convicted OMVI offendors.  There i s  every reason to th i n£ \  
that the majority of  these prople are ei ther  not avai l i ng  themselves of  \  
treatment ser v i ces ,  or are going to outside treatment programs, such as /  
Schick-Shadel , for  treatment.

There i s  reason to bel ieve that a major shgre of  a l l  _co$ts for acute 
medical care in Alaska (and elsewhere) are "created by inj ur ies  and i l l ­
nesses brought on by the abuse of  beverage alcohol (See: excerpts from
recent Blue Cross publication for an example.)

Because of  the work done by SOADA and local  programs over the past 
few years ,  in gett ing local  programs brought up to National ly recognized 
standards,  some of  them now appear to be in a position to begin to o f f er  
services that could and would be reimbursed by private insurance companies. 
Most notable among this  group would be the outpatient programs in Anchorage, 
Fairbanks, Juneau, Ketchikan and Seward.

There is  a new, private medical ly supervised Substance Abuse treatment 
program being opened at the Alaska Medical Center in Anchorage, this  Spring.

Addi t ional ly ,  a new, medically supervised f a c i l i t y  i s  scheduled for 
construction in Juneau t h is  Summer.

Both these programs should be able to provide inpatient treatment ser ­
vices t l v t  wi l l  be reimbursable through the coverage proposed in this  b i l l .

Evidence from public and private organizations around the country 
(Kennecott Copper, Kemper Insurance, State of  Ca l i for nia ,  as examples) 
indicates that u t i l i z a t i o n  of  these benefi ts  a c t ua l l y  cuts costs to in­
dividuals  and firms for acute medical care for accidental  injury and 
numerous i l l ne s s e s .

Provision of  these benefi ts is an encouragement for people to avai l  
themselves of  the services .  To the extent that they do so,  lost  produc­
t ion,  absenteeism, sick leave u t i l i z a t i o n ,  d i s a b i l i t y  benefi t  payments, 
and hospi ta l izat ion for accidental  injury and related diseases should 
diminish. This would part i cular l y  be true i f  companies and/or units of  
government have al so adopted Employees Assistance provisions in their per­
sonnel p o l i c i es .  (See Attachment 2)

Provision of  these benefi ts  i s  an encouragement for hospitals in Alaska 
to begin to provide structual  Alcoholism/Drug Abuse Treatment services ,  and 
for physicians to begin to state diagnoses of  alcoholism and/or prescription 
drug addiction on thei r  claims to insurance companies, instead of  ut i l i z i ng



inappropriate euphemistic diagnoses for  claiming benef i ts ,  as they now 
admittedly do in apparently somewhat massive numbers. The e f f e c t  of  proper 
physician diagnosis and structured treatment wi l l  be to upgrade both the 
qual i ty  and appropriateness of  care throughout the State.

Last l y ,  t h i s  bi l l  was written mostly by the Insurance companies who 
serve Alaska, with the assistance o f  the Division of  Insurance and some 
input from this  Of f i ce .  It  appears therefore to address most of  the con­
cerns they had with the e a r l i e r  version,  while providing appropriate level s  
of  coverage for Alcoholism/Drug Addiction Treatment.

The Of f i ce  wi l l  be pleased to provide additional  information on t his  bi l l  
as requested.

Recommended by:
Robert L. Cole,  Coordinator Date
Off ice  of  Alcoholism & Drug Abuse

Approved b' :
Department of  Health & Social Services
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H ere ’s a qu iz  on  "d r in k in g  and  w o rk in g "  . . .  and  the  a n sw e rs :  Large em p lo y e rs  such  as  Scovill,  E co­
nom ics  Laboratory ,  I l linois  Bell, the  
P h ilade lph ia  F ire D ep a r tm en t  an d  Ken- 
n e c o t t  C o p p e r  have  a n  edge  on m ost  
readers .  T h ey  k n ew  th e  a n s w e rs  even  
b e f o r e  PERSPECTIVE p r o v id e d  th e m .  
T h a t ’s b ec a u s e  these  five em ployers  
h e lp ed  co n tr ib u te  the  da ta .

But K o n n e 'h  Sarvis,  in su ra n c e  co n ­
su l tan t  to the  F lorida  D e p a r tm en t  of 
H e a l t h  & R e h a b i l i t a t i v e  S e r v i c e s ,  
b ro u g h t  the  fac ts  in to  focus.

H is report ,  INSURANCE COST SAVINGS 
DUE TO  AN  A D E Q U A T E  ALC O H O L ISM  

HEALTH BENEFIT, m a k es  fou r  m a jo r  c o n ­
tention;, b o rn e  out b y  e m p lo y e r  d a ta :

1 . "P ro b lem  d r in k e rs  u t i l ize  a d i s p ro ­
p o r t io n a te ly  high p o r t io n  of hea lth  
benefits ."

2 . " T h e re  is a high reh a b i l i ta t io n  ra te  
for  p rob lem -d r ink ing  em p loyees .”

3. " T h e re  i3 a significant reduc t ion  in 
the  u til iza tion  of h e a l th  and  s ickness  
b e n e f i t s  b y  r e h a b i l i t a t e d  p r o b l e m  
d r in k e rs ."

4. "A n  em ployer  can ex p e c t  significant 
h e a l th  in su ran c e  cos t  sav ings  by p r o ­
v id ing  em p loyees  h ea l th  insu rance  
for  a lcoho lism ."

S a rv is ’ da ta  to  su p p o r t  ea ch  of these  
co n ten t io n s  a re  cons iderab le .

f Questions Answers

W h a t  p e r c e n t a g e  o f  a n  e m p l o y e e  p o p u l a t i o n  a r e
p r o b l e m  d r i n k e r s ? ..................................................................................................... 5 %
H o w  m a n y  m o r e  c o m p a n y  d o l l a r s  in  h e a l t h  b e n a -  
fits d o e s  a  p r o b l e m - d r i n k i n g  e m p lo y e e  u s e  t h a n
t h e  a v e r a g e  e m p l o y e e  u s e s ?  ......................................................... 3 to 1
W h a t  s h a r e  o f  e m p l o y e e  h e a l t h  c l a im s  a r e  b y
p r o b l e m  d r i n k e r s ? .........................................................................  1 5 %
W h a t  c a n  b e  d o n e  a b o u t  p r o b l e m - d r i n k i n g  e m ­
p lo y e e s ?  .............................................................................................  R e h a b i l i t a t io n

- W h a t  p e r c e n t a g e  o f  p r o b l e m - d r i n k c r s  c a n  a n  e m ­
p l o y e r  e x p e c t  to  r e h a b i l i t a t e  s u c c e s s f u l l y ? ............................................ 7 0 %

• A t  w h a t  c o s t  to  t h e  e m p l o y e r ? .............................................................. N o n e ?

THE TO LI____
Tliu U.S. D epa rtm en t of Health , 
Educa tion  14 W elfa re  has  issued a 
repor t  on  alcohol abuse.  It says;

An es t im ated  10  million A m er i­
ca n s  a re  e i the r  p rob lem  d r inkers  
o r  alcoholics.

Drinking m ay he  to b lam e for as 
m any  as  205,000 d e a th s  a year.

T h e  econom ic toll from alcohol 
p rob lem s w as abou t $43 billion 
in 1075 (lost p roduction ,  m edical 
bills, o the r  expenses).

A lcohol m ay bo invo lved  in: up  
to o n e - th i rd  of  all su ic ides ,  ha lf  
o f  all m urders ,  ha l f  of all traffic 
d ea th s ,  one- fou r th  of all o the r  
acc iden ta l  dea ths .

• A l c o h o l  is  " i n d i s p u t a b l y  i n ­
vo lv e d "  in caus ing  cance r .

B u t . . .

P rog ram s to trea t p ro b lem  d r in k ­
ers  an d  a lcoholics  in c re ase d  from 
500 in 1073 to near ly  2 ,400 in!077 .
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PROBLEM DRINKERS

C O N T E N T I O N  N O .  1 :

‘ P rob lem  drinkers util ize a d isp ropo r t iona te ly  
high port ion o f  hea lth benefits.”

Snrvis  says :

“ E m p l o y e e  h e a l t h  i s  c o n s i d e r a b l y  
affected  by  p ro b lem  dr ink ing ."

He cites  w o rk  d o n e  by  Dr. W ilton  M a x ­
well, s tu d y in g  a sa m p le  of em ployees  
w ith  s ic k n e ss  o r  in ju ry  ab sen ce  o f  eight 
d ay s  or  m o re  for w h ich  s ic k n ess  p ay ­
m ent w a s  m ade .  Each e igh t-day  absence  
is called  a “c a se "  in the following 
tabu la t ion :

P roblem Contro l  \
D escrip tion G roup Group

N u m b er  of cases 364 149

A verage n u m b e r  of cases  p e r  em p loyee 7.6 3.1

T o ta l  d ays  absen t 11,672 4,648

A verage  n u m b e r  of d ay s  ab sen t  p e r  e m p lo y ee 243.2 90.8

Total s ickness  p ay m en ts Si 00,405 $38,862

^ A v e r a g e  s ickness  p ay m en t  p e r  e m p lo y ee S 2,260 $ 768^y

Conclusion  rea ch ed :  "The average  and 
total s ickness  payments indicate alco­
holics cost employers three times the 
sickness payments of other employees."

M oreove r :  “T h e  prob lem  g ro u p 's  total 
d a y s  absen t  is 2 ’/a t im es tha t  o f  the 
co n t ro l  group, ind ica t ing  a t rem endous  
l o s s  in  p r o d u c t i o n  t i m e  to  t h e  
em p lo y e r ."

M a x w e l l  a P h D  in s o c i o l o g y ,  a l s o  
s tu d ied  how  frequen tly  acc iden ts  d- 
p cn e d  to m e m b ers  of the  tw o sled ;  
g roups:

Problem C onlroT 'N
A cciden t Glass G roup G roup

(Jn job (no time lost) 29 18.0

On jol) ( time lost) 2 0 11.5

Off job (eight days  or  more lost time) 44 0 .0

^  Total 99 27.5 J

C o n c l u s i o n  r e a c h e d :  “ O n - t h e - j o b  
d ifference in acc iden ts  for p rob lem  
d r in k ers  is app rox im ate ly  tw ice  that 
fo r  o the r  em ployees ."

A nd: "O n-the- job  lime-lost acc iden ts  
are  m ore  than do u b le  for p rob lem

«•** Y>U '  V-W*'

*^2&  y  ___
i jtfgT"'- *•*’ •

a

dr in k e rs ,  indicating  tha t  the type of 
a c c id en t  a t t r ib u tab le  to prob lem  d r in k ­
e r s  is m ore  cos tly  to the em p loyee  than 
o th e r  non-alcohol re la ted  acc iden ts ."

W o rs t  of all: "Off-lhe-job  acc iden ts  
num b e re d  44 lo r  the p rob lem -drink ing  
group ,  zero  fo r  the contro l g roup ."

O vera l l :  "T h e  p ro b lem -d r in k e r  acc iden t 
ra te  w as 3.0 tim es  tha t o f  o th e r  e m ­
ployees, a d is t inc t ive  cost differential 
to  the em ployer ."
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Maxjvell exp lo red  th e  ques tion  of  “h o w  
m a n y  hosp i ta l  s tays  a re  a t t r ib u tab le  to 
p rob lem  drink ing?"  He c i tes  the  w o rk  
of  S. Pcli an d  C.A. D 'A lonzo  in e s ta b ­
lish ing f req u en cy  ra te s  by  type of ill­
ness  o r  in ju ry :

A “  A lco h o lics  C** C on tro ls

Selected  Digestive D isorders

G as tro in tes t ina l  upse ts A 167
C 66

C irrhosis  of l iver A 6
C 0

Peptic  u lcer A 18
C 13

H ern ia A 1 1
C 4

Gall b la d d e r  d isease A 6
C 7

O th e r  d igestive  d iso rders A 7
C 13

No. of 
A b se n c e s

F requency  
Rate  %

T ota l A
C

215
103

21.9 
7.6 
0.8 
0.0
2.4
1.5
1.4 
0.5 
0.8 
0.8 
0.9
1.5

28.1
11.9

Selected  R esp ira to ry  In fec tions
Mo. of

A bsences
F requency  

R a le  %

U pper  re sp ira to ry  in fec tion A 173 2 2 .6
C 116 13.4

influenza A 71 9.3
C 51 5.9

Bronchitis A 35 4.6
C 24 2 .8

P neum onia A 15 2 .0
C 4 0.5

Tota l A 294 38.5

k ___________________________ ______
C 194 22.5

Selected  M uscu loske le ta l  
D isorders

No. nf
A b sen c es

F requency  '  ^  
Rate  %

Arthritis A 18 2.4
C r> 0 .0

R heum atism A 15 2 .0
C 7 0 .8

I.ow back  d iso rders , A 2 2 2.9
ca u se  unspecified C 7 0 .8

Bursitis A 17 2 .2
C 5 0 .6

Disc d iso rd ers A 14 1 .8
C 2 0 .2

M uscular  strain A 1 0 2 .1
C 6 0.7

O ther A 9 1 . 2
C 14 1 .6

Total A 1 1 1 14.5

V ____
C 40 ui

L

C o nc lus ion  r e a c h e d :  "T he  frequency  
r a te  of alcoholics is about three times 
that of other employees for d igestive 
a n d  m u s c u l o s k e l e t a l  d i s o r d e r s ,  a n d  
a b o u t  tw o tim es  tha t  o f  o th e r  e m ­
p lo y e es  for  re sp i ra to ry  in fec tions ,"  re ­
p lica t ing  o th e r  findings.

S n rv is  co m m en ts :  “T h ese  and  s im ilar 
s tu d i e s  ind ica te  th a t  p rob lem -dr ink ing  
em p lo y ee s  a re  s ick  peop le  w h o  use a 
d i s p ro p o r t io n a te ly  high por t ion  of  e m ­
p lo y e e  g roup  h e a l th  insu rance ,  co n ­
tr ib u t in g  to high g roup  in su rance  cos ts ."
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C O N T E N T I O N S  N O .  2  &  3 :

“ The re  is a high rehabi l i tat ion ra te  f o r  
p rob lem -d r in k ing  emp loyees . ”  

“ The re  is a significant reduction in the 
uti l izat ion o f  health & sickness benefits 

by rehab i l i ta ted p rob lem  dr inkers . ”

S arv is  finds " th e  suc ce ss  r a te  for  r e ­
hab i l i ta t ion  of p rob lem -d r ink ing  em ­
p loyees"  to be “v ery  h igh ,"  ind icat ing  
that " the  poss ib il i ty  of job  loss  is an  
i n c e n t i v e  f o r  e m p l o y e e s  to  s e e k  
rehab il i ta t ion ."

H e also  finds that,  " a f t e r  p rob lem  
d r in k e rs  a re  rehab il i ta ted ,  the re  is a 
g rea t  red u c t io n  in the ir  util iza tion  of 
hea l th  and  s ickness  benefits ,"  the reby  
"s ignif icantly  dec reas ing  the cos t  of 
g ro u p  hea l th  in su ran c e ."

H e  ci tes  five em p loyers  w h o  have  
p ro v en  t rack  re c o rd s  a t  rehab il i ta t ing  
p ro b lem -d r in k in g  em p loyees  th rough  a 
fo rm a l  m e ch a n ism  for ea r ly  iden tif ica­
tion a n d  refe r ra l :

/  E m ploye r #  of  Em ployees "P ro c e s se d " %  R ehab il i ta ted S av ings  "'X

Scovill Mfg. Co. 
W a te rb u ry ,  Conn.

0,500 180
in 3 yea rs

78% $186,550

E conom ics 
Labora to ry ,  Inc. 
St. Paul, Minn.

3,500 N/I 0 0 %  for 
em ployees ;

50°/, for 
d ep e n d en ts

N o t  i n d i c a t e d ;  b u t  t r e a t m e n t  
cos ts  w ere  cu t  as  m uch  as 05% 
by  using  non  hosp ita l  facilities, 
s u c h  a s  a l c o h o l i s m  t r e a t m e n t  
cen te rs .

Illinois Bell 
T e lep h o n e  Co. 
Chicago, 111.

N /l 402
in 5 years

72% 46%  reduc t ion  in s ic k n e ss  d is ­
ab i lity  and  "a t rem en d o u s  d e ­
c rease  in u til iza tion  of  insu rance  
p lans ."

P hilade lph ia  
Eire D epa rtm en t

3,410 N/I N /I 55%  dec rease  in sick leave for 
re fe r red  ca se s ;  67%  reduc tion  in 
in ju r ies ;  "a significant d ec rease  
in hea lth  in su ran c e  u til iza tion ."

K ennecolt  
C oppe r  Corp. 
N ew  York City

V ___________ ___

N/I N/I N /I A fte r  a year ,  cos ts  fo r  hospit  tl, 
m edica l  and  surgica l ca re  w ere  
r e d u c e d  5 5 % ;  a l c o h o l i c s  v s .  
o th e r  em p loyees  cost 5-to-1 for 
all s ic k n ess  & acc iden t activity, 
3-to-l fo r  hosp ita l ,  m ed ica l  & 
surgi al enre. ^

N / l 1=3 not ind ica ted S arv is  also c i tes  equa l ly  po in ted  ev i­
d en ce  from the D ePaul Indus tr ia l  A lco ­
holism  P ro jec t  in M ilw aukee ,  w h e re  
211 em p lo y e rs  of p r im ari ly  fac to ry  w o rk ­
ers  re fe r red  p rob lem -d r ink ing  o v er  a 
n i n e - m o n t h  p e r i o d .  T h e i r  f i n d i n g s :  
"71%  significantly  im proved , 40%  of

th e m  repo rting  to ta l  a b s t in e n c e  and  
2(3% 'essen t ia l '  ab s t in e n ce ."

T h e  c o n su l ta n t  c o n c lu d e s  th a t  "on  e m ­
p lo y e r  can ex p e c t  a high rehab il i ta t ion  
s u c c e s s  rain for p ro b lem -d r ink ing  e m ­
p lo y e es  —  70%  is ave rag e  —  and  a 
t r e m e n d o u s  d e c re a s e  in the  util ization 
o f  h ea l th  benef i ts ."  S av ings  a re  " m a x i ­
m iz ed  w h en  an  e m p lo y e r  coup les  a 
fo rm a l m e ch a n ism  for ea r ly  identif ica­
t i o n  a n d  r e f e r r a l  w i th  a p p r o p r i a t e  
h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  
a lcoho lism ."
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C O N T E N T I O N  N O .  4 :

a i i  em p loye r  can expect significant hea l th  
insurance cost savings by p rov id ing emp lo yee s  

hea lth insurance f o r  a lcoho l ism ."
Sarvis quotes some key numbers:

“5%  of an employee p o pu la t ion  are 
problem drinkers." (Source: N ational  
In s t i tu te  on  A lcohol A b u se  & A lco ­
holism)

■ "A problem-drinking employee uses 
S3 in health benefits to $1 for the aver­
age employee." (Source: Dr. Maxwell)

• "A n em p lo y er  can  the re fo re  es t im a te  
tha t problem-drinking employees arc 
responsible for 15% of claims paid

a n n u a l ly "  . . .  by  m ult ip ly ing  the  5 %  
tim es the 3 in the  3- to-l  ratio.

If all p rob lem  d r in k e rs  could  be re ­
habi l i ta ted  and  it could  then be " a s ­
sum ed  tha t  a lcoho lism  did no t ex is t  
in an  em ployee  group, the employer 
would pay 10% less in claims" . . . 
reduc ing  the  15%  a b o v e  by the  d if fe r ­
ence b e tw e e n  the n u m b e rs  in the  3 - 
to - 1  ra t io  to a r r ive  at the  use  b y n o n -  
p rob lem -drinkers .

"It is im practical  to be l ieve  tha t  1 0 0 %  
of such  sav ings  could  be  ach ieved .

Some can. If  a n  em p lo y er  p rov ided  
a d e q u a te  co v e rag e  for  a lcoho lism  and  
o n ly  2 0 %  o f  p rob lem -d r ink ing  e m ­
p lo y e es  w ere  r e h a b il i ta te d ,  th is  m in i­
m a l n u m b e r  alone could save the 
employer around 2 %  of total claims 
paid" . . . m u lt ip ly ing  the  m ax im um  
1 0 %  sav ings  b y  t h e 2 0 %  rehab il i ta ted .

Sarv is then addresses four types of 
employer situa tions and presents e v i­
dence of sav ings from each.

B.
VVilh a n  e m p l o y e e  

a s s i s t a n c e  p r o g r a m  
bu t  not  a n  a l c o h o l i s m  

h e a l t h  b en e f i t

A.
W i t h  a n  e m p l o y e e  

a s s i s t a n c e  p r o g r a m ,  
and  a n  a l c o h o l i s m  

h e a l t h  b en e f i t

D.
W i t h  ne i th e r  a n  e m p l o y e e  

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

b en e f i t

r j f

c.
W i l / i  a n  a l c o h o l i s m  

h e a l t h  b e n e f i t ,  
bu t  no t  a n  e m p l o y e e  
a s s i s t a n c e  p r o g r a m
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S av ings  d e p e n d  on  the  use of  the  fol 
low ing  da ta :

PROBLEM DRINKERS
Expected  REDUCTION  IN  C LA IM S  PAYM EN TS 

A s A  Percen t I ) f  T o ta l C la im s Paym ents*

Problem  D rinkers  Referred  
As Percen t Of Total 

Employee P opulation

P e r c e n t  Inc rease  In  T o ta l  P rem ium s 
D ue T o  Cost O f  A lcoholism  Deuefit

0 .5%  1 .0%  1.5%

* P roblem -drink ing  em ployees should  h a v e  b ee n  rehab il i ta ted  fo r  a t  least 
ono y e a r  to ach ieve the expec ted  red u c t io n  in  c la im s paym en ts .

Expected  REDUCT IO N  IN  PREM IUM S 
A s A  P ercen t O f T o ta l Prem iums*

P rob lem  D rinkers  R efe rred  
A s  P ercen t  O f  Total 

E m ployee  P opu la tion

\

P erce n t  Inc rease  In Tota l P rem ium s 
Due To Cost Of A lcoholism  benefit

0 .5% 1.0% 1.5% 2.0%  2.5%

1 .0 % 0 .8 % 0.3% — — —

2 .0 % n£•** O. 1.7% 1  1 % 0 .6 % 0 .0 %

3.0% 3.5 ®c 3.0% 2.4% 1.9% 1.3%

4.0% • 3.0 % 3.3% 2.7%o
1

ou-S 6 .3% 5.8% 5.2% 4.7% 4.1%

* A n ac tua l  red u c t io n  in total p rem iu m s  from one year  to ti e nex t could be
e x p e c ted  only if overa ll  in su ran c e  p rogram  costs  d id  not increase .

H e re 's  w h a t  the tab les  tell an  em ployer 
w i th  1 ,0 0 0  em p loyees  w h o se  total p re ­
m iu m  is $ 1 ,20 0 ,0 0 0  a y e a r  ($ 10 0  a m on th  
x 1 2  m o n th s  x 1 ,0 0 0  em ployees)  and  
whose total claims payment is , 
$ 1 ,0 0 0 ,0 0 0  — a 0 0 % cla im s ra t io  (claims 
a s  a p e rc en ta g e  of total p rem ium ):

r
u

PROBLEM-DRINKING

If the 
ALCOHOLISM 

BENEFIT

Those decreases 
would occur in

For net savings of
\

EMPLOYEES 
w ere referred

increased total 
annual insurance CLAIMS PREMIUMS CLAIMS PAYMENTS PREMIUMS PAID TOTAL

at the rate of: premiums by: PAYMENTS PAID %, Dollars %> Dollars Dollars

2 %  a yea r 1 % 1.9% 1.7% .9%, $ 51,720 .7%, $ 8,400 $18,120

5%o a yea r
V _____ . .

2 .5% 4.7%, 4.1%, 2 .2 %, $23,760 1 .0 %
...........

$19,200 $42,960y

'
■ > >'■)

T h e  tw o tab les  a lso  alert em ployees  
to  those  facts:

E m ploye r  " A " — w ith  both  referra l p r o ­
gram  and  benefit —  can de te rm in e  the  
p e rcen t  o f  p rob lem  d r in k ers  w ho  need  
to he  re fe r red  vs. the  cost of the a lco ­
holism benefit  to reach  the  cos t sav ings  
he  desires.

E m ployer  "11" can  de te rm ine  w h a t  it 
will cos t to add an alcoholism hea lth  
benefit in o rder  to ach ieve  desi cd in ­
su ran c e  cost savings.

• * :•
'V*, %

s is ta n c e  p ro g ra m  in o r d e r  to inc rease
prob lem -d r ink ing  re fe r ra ls  w o u ld  rust 
o u t  in su ran c e  cos t savings.

Em ployer "G" can de te rm in e  h o w  the  
cost of es tab lish ing  nn em ployee bs-

K m ployer  “ D" can  d e te rm in e  the  cos t 
o f  bo th  referra l  p rogram  an d  benefit 
t o  p r o d u c e  d e s i r e d  i n s u r a n c e  c o s t  
sav ings ,  i
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I. INTRODUCTION

O v e r  t h e  p a s t  d e c a d e  t h e  w o r k  e n v i r o n m e n t  h a s  b e c o m e  ar. e f f e c t i v e  s e t t i n g  

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

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

r e c o g n i t i o n  o f  b e h a v i o r a l  c h a n g e s  and i m p a i r e d  p e r f o r m a n c e .  B e c a u s e  o f  t h i s  

a n d  r e c o g n i t i o n  o f  t h e  c o s t s  a s s o c i a t e d  w i t h  i m p a i r e d  w o r k  p e r f o r m a n c e  t h e r e  

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

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

t r e a t m e n t .  C e r t a i n  o f  s u c h  p r o g r a m s  a l s o  h a n d l e  c l i e n t s  w i t h  b e h a v i o r a l ,  

f i n a n c i a l ,  an d  n e n t a l  p r o b l e m s  among o t h e r s .  O c c u p a t i o n a l  p r o g r a m s  u s u a l l y  

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

c o u n s e l i n g  a n d  f o l l o w - u p  s e r v i c e s .

T h e  e m p h a s i s  cr. -.nc g r o w t h  i n  o c c u p a t i o n a l  p r o g r a m m i n g  h a s  s p a w n e d  t h e  

d e v e l o p m e n t  o f  s e v e r a l  d i f f e r e n t  p r o f e s s i o n a l  w o r k  a r e n a s .  T h e  f i r s t  o f  t h e s e  

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

w i t h  a l l  f a c e t s  o f  m a n a g e m e n t  a n d  a d m i n i s t r a t i o n  o f  t h e  p r o g r a m .  T h e  s e c o n d  

i s  t h e  o c c u p a t i o n a l  p r o g r a m m i n g  c o n s u l t a n t  (O P C ) . OPC’ s  w e r e  o r i g i n a l l y  

e s t a b l i s h e d  b y  F e d e r a l  g o v e r n m e n t  g r a n t s  t o  t h e  v a r i o u s  s t a t e s .  T h r o u g h  t h e s e  

g r a n t s  t h e  s t a t e s  w e r e  a b l e  t o  h i r e  two p r o f e s s i o n a l s  w h o s e  f u n c t i o n  w a s  t o  

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

A l t h o u g h  t h e  o r i g i n a l  g r a n t s  e s t a b l i s h i n g  s t a t e - b a s e d  OPC’ s  h a v e  now e x p i r e d ,  

many o f  t h e  s t a t e s  a r e  c o n t i n u i n g  t h e s e  p o s i t i o n s  a n d  i n  f a c t ,  t h e r e  i s  now 

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

i n  t h i s  w o r k  a r e n a .



O c c u p a t i o n a l  p r o g r a m s  a r e  n o t  i s l a n d s  o f  a c t i v i t y ,  r a t h e r  t h e y  a r e  a 

p a r t  o f  a  p r o c e s s  w h i c h  i n v o l v e s  i d e n t i f i c a t i o n ,  c o u n s e l i n g ,  r e f e r r a l ,  t r e a t ­

m e n t  a n d  f o l l o w - u p .  As a  c l i e n t  m oves  f r o m  i n i t i a l  i d e n t i f i c a t i o n  a n d  r e f e r r a l  

t o  t h e  t r e a t m e n t  p h a s e ,  o t h e r  i m p o r t a n t  a s p e c t s  o f  t h i s  p r o c e s s  come i n t o  p l a y .  

F i r s t ,  t h e  t r e a t m e n t  s e q u e n c e  i t s e l f  may b e  v a r i a b l e  f r o m  c l i e n t  t o  c l i e n t .

F o r  some p e r s o n s  a  p e r i o d  o f  i n p a t i e n t  c a r e  f o l l o w e d  b y  i n t e n s i v e  o u t p a t i e n t  

c a r e  may b e  n e c e s s a r y .  F o r  o t h e r s ,  o n l y  o u t p a t i e n t  c a r e  may b e  n e c e s s a r y  a n d  

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

d i c t a t e d .  S e c o n d ,  t h e  p r o v i s i o n  o f  c a r e ,  w h e t h e r  o f  a n  i n p a t i e n t ,  o u t p a t i e n t  o r  

i n t e r m e d i a t e  b a s i s ,  i n v o l v e s  c o s t s .  C e r t a i n  o f  t h e s e  c o s t s  a r e  b o r n e  b y  t h e  

c l i e n t  o r  p o s s i b l y  t h e  p r o v i d e r .  I n  many i n s t a n c e s  c o s t s  o f  c a r e  a r e  b o r n e  b y  

a  t h i r d  p a r t y ,  s ' ’c h  a s  p r i v a t e  h e a l t h  i n s u r a n c e .  I n  t h i s  i n s t a n c e ,  t h e  c l i e n t  

a n d / o r  h i s  com pany  h a v e  m ade  p r e m i u m  p a y m e n t s  t o  a n  i n s u r a n c e  c a r r i e r ,  who i n  

t u r n  p a y s  a l l  c r  p a r t  c f  t h e  c o s t s  o f  c a r e .  H e a l t h  i n s u r a n c e  c o v e r a g e  f o r  

a l c o h o l i s m  i s  n o t  a s  common a s  i n s u r a n c e  c o v e r a g e  f o r  p h y s i c a l  d i s e a s e  a n d  i s  

f r e q u e n t l y  s u b j e c t  t o  l i m i t a t i o n s  a n d  e x c l u s i o n s .  B e c a u s e  o f  t h e  n a t u r e  o f  

h i s  w o r k  t h e  OPC i s  i n  a  u n i q u e  p o s i t i o n  t o  a d v i s e  c o m p a n i e s  who h a v e  ( o r  who 

do n o t  h a v e )  o c c u p a t i o n a l  p r o g r a m s  o n  t h e  m o s t  e f f e c t i v e  f o r m s  o f  i n s u r a n c e  

c o v e r a g e .  H i s t o r i c a l l y ,  l i t t l e  i n f o r m a t i o n  o n  t h i s  s u b j e c t  h a s  b e e n  a v a i l a b l e  

t o  OPC’ s  o r  i n d e e d  o t h e r  a l c o h o l i s m  p r o f e s s i o n a l s .  T h u s  i t  i s  t h e  p u r p o s e  o f  

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

r e l a t e d  a r e a s  who h a v e  a n  i n t e r e s t  i n  t h e  n a t u r e  an d  e x t e n t  o f  h e a l L h  i n s u r a n c e  

c o v e r a g e  f o r  a l c o h o l i s m  f o r  b u s i n e s s  a n d  i n d u s t r y .
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This guide is presented in three additional sections. Section II describes

employee benefit plans and health insurance coverage for alcoholism. Section III



i d e n t i f i e s  t h e  m a j o r  f a c t o r s  i n  h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  a l c o h o l i s m .  

F i n a l l y ,  S e c t i o n  IV p r e s e n t s  s e v e r a l  a l t e r n a t i v e  s t r a t e g i e s  w h i c h  OPC’ s  may 

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

c o v e r a g e  f o r  a l c o h o l i s m .



I I .  LMPLOYEE HEALTH BENEFIT PLANS AND HEALTH 
INSURANCE COVERAGE FOR ALCOHOLISM

A. B a c k g r o u n d

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

( i n  w h o l e  o r  p a r t )  b y  a n  e m p l o y e r  o n  b e h a l f  o f  i t s  e m p l o y e e s  t o  p r o v i d e  b e n e f i t s  

t o  m e e t  h e a l t h  c a r e  e x p e n s e s  a s s o c i a t e d  w i t h  i n j u r y  o r  i l l n e s s .  S u c h  p l a n s  may 

c o v e r  h o s p i t a l ,  s u r g i c a l  a n d  r e g u l a r  a n d  m a j o r  m e d i c a l  e x p e n s e s .  H o s p i t a l  

i n s u r a n c e  c o v e r s  t h e  c o s t  o f  c h a r g e s  f o r  h o s p i t a l  ro om  a n d  b o a r d  a n d  a s s o c i a t e d  

a u x i l i a r y  s e r v i c e s .  S u r g i c a l  a n d  r e g u l a r  m e d i c a l  I n s u r a n c e  p r o v i d e s  f o r  r e i m ­

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

o t h e r  t h a n  s u r g e r y .  M a j o r  m e d i c a l  e x p e n s e  i n s u r a n c e  i s  d e s i g n e d  t o  p a y  t h e  

m a j o r i t y  o f  i l l n e s s  c o s t s  n o t  c o v e r e d  b y  t h e  b a s i c  i n s u r a n c e  p a c k a g e  a n d  i n  f a c t  

may r e p l a c e  t h e  b a s i c  p a c k a g e .

T h e r e  a r e  t h r e e  m a j o r  t y p e s  o f  c o m p a n i e s  w h i c h  p r o v i d e  i n s u r a n c e  i n  t h e  

U n i t e d  S t a t e s .  T h e s e  i n c l u d e  c o m m e r c i a l  c a r r i e r s ,  s e r v i c e  p l a n s  a n d  i n d e p e n d e n t  

p l a n s .  C o m m e r c i a l  c a r r i e r s  u s u a l l y  i n v o l v e  l i f e  and c a s u a l t y  i n s u r a n c e  c o m p a n i e s  

who do n o t  l i m i t  t h e i r  a c t i v i t i e s  o n l y  t o  t h e  h e a l t h  a r e a .  S e r v i c e  p l a n s  u s u a l l y  

i m p l y  B l u e  C r o s s / B l u e  S h i e l d ,  w d c h  i s  a c t u a l l y  a  c o n f e d e r a t i o n  o f  tw o  p r i v a t e  

n o n p r o f i t  o r g a n i z a t i o n s .  B l u e  C r o s s  i s  c o n c e r n e d  w i t h  h o s p i t a l  a n d  o t h e r  r e l a t e d  

s e r v i c e s ,  and B l u e  S h i e l d  w i t h  p r o f e s s i o n a l  s e r v i c e s .  T h e s e  o r g a n i z a t i o n s  o p e r a t e  

i n  c o n s o r t  w i t h  o n e  a n o t h e r  t h r o u g h  i n d e p e n d e n t  a r e a  p l a n s ;  f r e q u e n t l y  

a n  a r e a  w i l l  c o v e r  a n  e n t i r e  s t a t e .  I n d e p e n d e n t  p l a n s  a r e  a  c o n g l o m e r a t e  o f  

e m p l o y e r - e m p l o y e e  p l a n s ,  c o m m u n i t y  p l a n s ,  p r i v a t e  g r o u p  c l i n i c s  a n d  d e n t a l  s e r ­

v i c e  c o r p o r a t i o n s .  A c t u a l  p a y m e n t  o f  h e a l t h  c a r e  c l a i m s  v a r i e s  f r o m  c a r r i e r  t o  

c a r r i e r .  Some r e i m b u r s e  t h e  e m p l o y e e  d i r e c t l y  a c c o r d i n g  t o  a  f i x e d  s c h e d u l e ,



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

a b o u t  55 p e r c e n t  o f  a u l  h o s p i t a l  an d  s u r g i c a l  c a r e  f o r  t h e  t o t a l  U . S .  p o p u l a t i o n

e n r o l l e d  i n  a  h e a l t h  i n s u r a n c e  p l a n .  B l u e  C r o s s / B l u e  S h i e l d  c o v e r s  a b o u t  40

p e r c e n t  a n d  i n d e p e n d e n t  p l a n s  a b o u t  5 p e r c e n t .  C o m m e r c i a l  c a r r i e r s  a c c o u n t  f o r

a b o u t  70 p e r c e n t  o f  a l l  m a j o r  m e d i c a l  e n r o l l e e s ,  a n d  B l u e  C r o s s / B l u e  S h i e l d

a c c o u n t s  f o r  a b o u t  30  p e r c e n t . ^

O v e r  t h e  p a s t  25  y e a r s  e m p l o y e e  h e a l t h  b e n e f i t  p l a n s  h a v e  i n c r e a s e d

d r a m a t i c a l l y  i n  t h e  U n i t e d  S t a t e s .  T h e  n u m b e r  o f  e m p l o y e e s  w i t h  h o s p t i a l

i n s u r a n c e  r o s e  f r o m  2 4 . 5  m i l l i o n  i n  1 9 5 0  t o  a b o u t  58 m i l l i o n  i n  1 9 7 4 .  I n  s i m i l a r

f a s h i o n ,  s u r g i c a l  e x p e n s e  i n s u r a n c e  w e n t  f r o m  a b o u t  18 m i l l i o n  e m p l o y e e s  t o  56

m i l l i o n  e m p l o y e e s  d u r i n g  t h e  sam e p e r i o d  o f  t i m e .  P e r h a p s  e v e n  m o r e  d r a m a t i c

h a s  b e e n  t h e  r i s e  i n  m a j o r  m e d i c a l  i n s u r a n c e .  Though  t h e r e  w e r e  o n l y  some

2 0 0 , 0 0 0  w o r k e r s  c o v e r e d  i n  1 5 5 2 ,  b y  1974  c o v e r a g e  w as  b e . n g  p r o v i d e d  t o  a b o u t

2
28 m i l l i o n  w o r k e r s .

T a b l e  1 s h o w s  t h e  p e r c e n t a g e  o f  a l l  e m p l o y e e s  ( p u b l i c  a n d  p r i v a t 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 l a n s .  C u r r e n t l y  a b o u t  70 p e r c e n t  o f  t h e  e m p l o y e e  p o p u l a ­

t i o n  h a s  some f o r m  o f  h o s p i t a l  i n s u r a n c e ,  w i t h  n e a r l y  t h e  sam e p r o p o r t i o n  o f  

i n s u r a n c e  h a v i n g  s u r g i c a l  a n d  r e g u l a r  m e d i c a l  e x p e n s e  b e n e f i t s .  A b o u t  o n e - t h i r d  

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

5

M. M u e l l e r  an d  P .  A. P i r o ,  " P r i v a t e  H e a l t h  I n s u r a n c e  i n  1 9 7 4 :  A R e v i e w
o f  C o v e r a g e ,  E n r o l l m e n t  a n d  F i n a n c i a l  E x p e r i e n c e , "  S o c i a l  S e c u r i t y  B u l l e t i n  
( M a rch  1 9 7 6 ) ,  p p .  3 - 2 0 .



Table 1

P e r c e n t  D i s t r i b u t i o n  o f  t h e  U. S .  W o r k e r  P o p u l a t i o n  
C o v e r e d  b y  V a r i o u s  F o rm s  o f  H e a l t h  I n s u r a n c e

T y p e  o f  H e a l t h  
B e n e f i t  P l a n

H o s p i t a l

S u r g i c a l  & R e g u l a r  
M e d i c a l  E x p e n s e

M a j o r  M e d i c a l

P e r c e n t  o f  T o t a l  U.  S .
• W o r k e r  P o p u l a t i o n  C o v e r e d

70

67

34

S o u r c e :  A. M. S k o l n i k ,  " T w e n t y  F i v e  Y e a r s  o f  E m p l o y e e  B e n e f i t  P l a n s , "
S o c i a l  S e c i . r i t v  B u l l e t i n ,  XXXIX, No.  91  ( S e p t e m b e r  1 9 7 6 ) ,  p .  6 .

B. T h e  H i s t o r i c a l  D e v e l o p m e n t  o f  H e a l t h  I n s u r a n c e  C o v e r a g e  f o r  A l c o h o l i s m  

W h i l e  p u b l i c  a n d  p r i v a t e  a c t i v i t i e s  i n  h e a l t h  i n s u r a n c e  c a n  b e  t r a c e d  

b a c k  t o  t h e  1 9 3 0 ' s ,  o n l y  i n  r e c e n t  y e a r s  l i a s  c o v e r a g e  f o r  m e n t a l  h e a l t h  i n  

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

t e r e s t  i n  h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  a l c o h o l i s m  c a n  b e  t r a c e d  t o  1968  

when t h e  N a t i o n a l  C e n t e r  f o r  P r e v e n t i o n  a n d  C o n t r o l  o f  A l c o h o l i s m  i n i t i a t e d  

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

3
c a r r i e r s .  F o l l o w i n g  t h a t  r e p o r t  t h e  C e n t e r  e m b a r k e d  o n  a  s e r i e s  o f  I n f o r m a l  

m e e t i n g s  w i t h  c a r r i e r s  a n d  o t h e r  i n t e r e s t e d  o r g a n i z a t i o n s  a n d  i n  1 9 7 2  ( a s

3
N. Rosenborg, "Survey of Health Insurance for Alcoholism: Inpatient

Coverage," National Center for Prevention and Control of Alcoholism, Washington,
D.C., National Institute of Mental Health, 19b8.



NIAAA) s p o n s o r e d  a  s t a t e - o f - t h e - a r t  r e v i e w  o f  h e a l t h  i n s u r a n c e  c o v e r a g e  

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

s t u d y  f o u n d :  ( 1 )  s u c h  c o v e r a g e  w a s  o f t e n  e x c l u d e d  f r o m  r e g u l a r  h e a l t h

i n s u r a n c e  p o l i c i e s  o r  a v a i l a b l e  o n l y  i n  l i m i t e d  f o r m ;  ( 2 )  p u b l i c  a n d  p r i v a t e  

i n s u r a n c e  c a r r i e r s  l a g g e d  c o n s i d e r a b l y  b e h i n d  e x p r e s s e d  n e e d s  f o r  s u c h  

c o v e r a g e ;  ( 3 )  among c a r r i e r s  w i t h  a l c o h o l i s m  t r e a t m e n t  b e n e f i t s ,  c o v e r a g e  

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

f o r m s  o f  t r e a t m e n t ;  (4 )  t h e  c o s t  o f  a l c o h o l i s m  c a r e ,  a l t h o u g h  p o o r l y  know n a t  

t h e  t i m e ,  v/as f r e q u e n t l y  u s e d  a s  a n  a r g u m e n t  a g a i n s t  u n d e r w r i t i n g  s u c h  b e n e ­

f i t s ;  a n d  ( 5 )  w h i l e  t h e  i n s u r a n c e  i n d u s t r y  f r e q u e n t l y  a p p l i e d  s a n c t i o n s  

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

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

I n  19 7 3  a  n um ber  o f  o t h e r  s t u d i e s  w e r e  i n i t i a t e d  w h i c h  e x p a n d e d  t h e  

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

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

i n s u r a n c e  c o v e r a g e  f o r  a l c o h o l i s m ,  i n s u r a n c e  c o v e r a g e  f o r  a l c o h o l i s m  among 

a  s m a l l  s a m p l e  o f  e m p l o y e e  b e n e f i t  p l a n s  p r o v i d e d  by  l a r g e  U n i t e d  S t a t e s  

c o r p o r a t i o n s ,  and  l e g i s l a t i v e  p r o p o s a l s  f o r  n a t i o n a l  h e a l t h  i n s u r a n c e . " *

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

r e s p o n s e  t o  i n p a t i e n t  c l a i m s  w as  h i g h l y  v a r i a b l e — o n l y  i n  r a r e  i n s t a n c e s  

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

7

^*J. B.  H a l l a n ,  " H e a l t h  I n s u r a n c e  C o v e r a g e  f o r  A l c o h o l i s m , "  R e p o r t  
p r e p a r e d  f o r  t h e  N a t i o n a l  I n s t i t u t e  on A l c o h o l  A b u s e  a n d  A l c o h o l i s m ,  1 9 / 2 .

*\j. B. Hallan, "Health Insurance Coverage for Alcoholism: Proposed
Benefit Provisions," Report prepared for the National Institute on Alcohol
Abuse and Alcoholism, 1973.



8

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

w a s  a  common p r a c t i c e .  T he  s u r v e y  o f  21 l a r g e  c o r p o r a t i o n s  ( e m p l o y e e  s i z e  

2 , 4 0 0  t o  7 0 , 0 0 0 )  r e v e a l e d  t h a t  o n l y  o n e  c o r p o r a t i o n  d i d  n o t  p r o v i d e  a n y  t y p e  

o f  a l c o h o l i s m  c o v e r a g e  f o r  e m p l o y e e s .  A b o u t  4 0  p e r c e n t  o f  t h e  c o m p a n i e s  p r o ­

v i d e d  f o r  o u t p a t i e n t  v i s i t s  a n d  n e a r l y  a l l  p r o v i d e d  c o v e r a g e  f o r  i n p a t i e n t  c a r e .  

Of  t h o s e  c o m p a n i e s  s t u d i e d  a b o u t  1 4  p e r c e n t  w e r e  s e l f - i n s u r e d ,  38  p e r c e n t  w e r e  

i n s u r e d  by  B l u e  C r o s s / B l u e  S h i e l d  a n d  t h e  r e m a i n d e r  b y  o t h e r  c a r r i e r s .  T h e  

s u r v e y  w a s  s i g n i f i c a n t  i n a s m u c h  a s  i t  r e v e a l e d  i n  a  p r e l i m i n a r y  s e n s e  t h e  

g e n e r a l  e x i s t e n c e  o f  some f o r m  o f  t h i r d  p a r t y  p a y m e n t  m e c h a n i s m  f o r  a l c o h o l i s m  

t r e a t m e n t  among e m p l o y e e  b e n e f i t  p l a n s  o f  m a j o r  i n d u s t r i e s .  F i n a l l y ,  a  s t u d y  

w a s  made o f  l e g i s l a t i v e  p r o p o s a l s  f o r  n a t i o n a l  h e a l t h  i n s u r a n c e  w h i c h  w e r e  

i n t r o d u c e d  d u r i n g  t h e  p e r i o d  J a n u a r y  t h r o u g h  May i n  1 9 7 3 .  Among t h o s e  

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

D u r i n g  1 9 7 2 - 1 9 7 3  t h e  p r o b l e m s  a s s o c i a t e d  w i t h  i n a d e q u a t e  i n s u r a n c e  

c o v e r a g e  f o r  a l c o h o l i s m  b e g a n  t o  come t o  t h e  a t t e n t i o n  o f  s t a t e  l e g i s l a t o r s .

By e a r l y  19 74  f o u r  s t a t e s  h a d  p a s s e d  l e g i s l a t i o n  w h i c h  m a n d a t e d  o r  d e f i n e d  

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

p o l i c i e s  o f f e r e d  w i t h i n  t h o s e  s t a t e s . ^  S i n c e  t h a t  t i m e  s t a t e  l e g i s l a t i v e  

a c t i v i t i e s  i n  t h i s  a r e a  h a v e  i n c r e a s e d  d r a m a t i c a l l y  ( s e e  S e c t i o n  I I I ) .

I n  a d d i t i o n  t o  s t a t e  l e g i s l a t i v e  a c t i v i t i e s  d u r i n g  t h i s  p e r i o d  c e r t a i n  

h e a l t h  i n s u r a n c e  c a r r i e r s  b e g a n  t o  make s i g n i f i c a n t  m o v e s  t o w a r d  a s s u r i n g  

h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  a l c o h o l i s m  f o r  t h e i r  b e n e f i c i a r i e s .  I n  1 9 7 2 ,

T h e  P r u d e n t i a l  I n s u r a n c e  Company b e g a n  t o  h o n o r  c l a i m s  f o r  t r e a t m e n t  i n

^J. B. Hallan, "Health Insurance for Alcoholism: State Legislative
and Regulatory Activities," Report prepared for the National Institute on
Alcohol Abuse and Alcoholism, 1974.



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

m e d i c a l  a n d  d i a g n o s t i c  f a c i l i t i e s .  I n  m i d - 1 9 7 3 ,  Ke mpe r  I n s u r a n c e  Company 

b r o a d e n e d  i t s  g r o u p  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  c o v e r a g e  t o  p r o v i d e  f o r  

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

l i c e n s e d  a l c o h o l i s m  t r e a t m e n t  f a c i l i t e s .  S i m i l a r  c o v e r a g e  b e g a n  t o  b e  

p r o v i d e d  b y  E m p l o y e r s  o f  W a u sa u  i n  1 9 7 4 .  F i n a l l y ,  i n  1 9 7 4  t h e  H a r t f o r d  

I n s u r a n c e  G ro u p  i n d i c a t e d  t h a t  a l c o h o l i s m  w o u l d  b e  c o v e r e d  on t h e  s am e  

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

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

I n  1 9 7 3 ,  a  m o d e l  h e a l t h  i n s u r a n c e  b e n e f i t  p l a n  f o r  a l c o h o l i s m  t r e a t ­

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

a r e  c u r r e n t l y  u n d e r g o i n g  s t u d y  a n d  e x p e r i m e n t a t i o n .  F o r  e x a m p l e ,  t h e  S t a t e  

o f  C a l i f o r n i a  i n  1974  i m p l e m e n t e d  a  v a r i a t i o n  o f  t h e  m o d e l  b e n e f i t  p l a n  i n  

a  p i l o t  p r o g r a m  f o r  S t a t e  a r . i  p u b l i c  e m p l o y e e s .

More  r e c e n t  a c t i v i t i e s  c o n c e r n i n g  h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  

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

t r e a t m e n t  s e r v i c e s ;  ( b )  d e v e l o p m e n t  o f  s t a n d a r d s  l e a d i n g  t o w a r d  c e r t i f i ­

c a t i o n  o f  n o n - d e g r e e d  p r o f e s s i o n a l  t r e a t m e n t  s t a f f ;  ( c )  t h e  d e v e l o p m e n t  o f  

s e v e r a l  f o r - p r o f i t  a l c o h o l i s m  t r e a t m e n t  p r o g r a m s  w h i c h  a r e  o r i e n t e d  t o  

m a x i m i z e  t h i r d  p a r t y  p a y m e n t s ;  ( d )  t r a i n i n g  p r o g r a m s  i n  t h i r d  p a r t y  

m e c h a n i s m s  f o r  NIAAA f u n d e d  c e n t e r s ;  an d  ( e )  e x p e r i m e n t a l  p r o g r a m s  w i t h

9

J .  B.  H a l l a n  a n d  B. M o n t a g u e ,  " H e a l t h  I n s u r a n c e  C o v e r a g e  f o r  A l c o h o l i s m , "  
P a p e r  p r e p a r e d  f o r  t h e  197 5  A n n u a l  M e e t i n g  o f  t h e  N a t i o n a l  C o u n c i l  on  
A l c o h o l i s m ,  1 9 7 5 .

3
J. B. Hallan, "Health Insurance Coverage for Alcoholism: Proposed

Benefit Provisions," Report prepared for the National Institute on Alcohol
Abuse and Alcoholism, 1973.



I n  s u m m a ry ,  a l t h o u g h  t h e r e  a p p e a r  t o  h a v e  b e e n  som e a d v a n c e s  i n  

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

s u c h  b e n e f i t s  c o n t i n u e  t o  b e  h i g h l y  l i m i c e d  a n d  f r e q u e n t l y  u n a v a i l a b l e .  

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

i s s u e s  a r e  y e t  t o  b e  r e s o l v e d ,  i n c l u d i n g :  ( 1 )  t h e  e x t e n t  t o  w h i c h  h e a l t h

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

( 2 )  t h e  i m p a c t  o f  a v a i l a b i l i t y  o f  h e a l t h  i n s u r a n c e  f o r  a l c o h o l i s m  o n  d e m a n d  

f o r  t r e a t m e n t  s e r v i c e s ;  ( 3 )  t h e  e f f e c t i v e n e s s  a n d  e f f i c i e n c y  o f  a l t e r n a t i v e  

f o r m s  o f  h e a l t h  i n s u r a n c e ;  a n d  ( 4 )  t h e  p o t e n t i a l  i m p a c t  o f  h e a l t h  i n s u r a n c e  

c o v e r a g e  f o r  a l c o h o l i s m  on  d e m a n d s  f o r  o t h e r  h e a l t h  s e r v i c e s .
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selected insurance carriers and health maintenance organizations.

9
J. B. Hallan and B. Montague, "Health Insurance Coverage for Alcoholism,

Paper prepared for the 1975 Annual Meeting of the National Council on
Alcoholism, 1975.



I I I .  MAJOR FACTORS IN  DEVELOPING HEALTH 
INSURANCE COVERAGE FOR ALCOHOLISM

A. I n t r o d u c t i o n

T h i s  s e c t i o n  s h a l l  i d e n t i f y  an d  d e s c r i b e  t h o s e  e l e m e n t s  o f  h e a l t h  

i n s u r a n c e  o f  i m p o r t a n c e  t o  o c c u p a t i o n a l  p r o g r a m m i n g  p e r s o n n e l  who h a v e  

r e s p o n s i b i l i t y  f o r ,  o r  i n t e r e s t  i n ,  t h e  d e v e l o p m e n t  o f  p r i v a t e  h e a l t h  

i n s u r a n c e  c o v e r a g e  f o r  a l c o h o l i s m .  A r e a s  t o  b e  c o v e r e d  i n c l u d e :  ( 1 )  a

d e s c r i p t i o n  o f  t h e  c a r r i e r  i n d u s t r y ,  a n d  ( 2 )  h e a l t h  i n s u r a n c e  p r e m i u m s  

a n d  c o v e r a g e  f o r  a l c o h o l i s m .

B .  T he  H e a l t h  I n s u r a n c e  I n d u s t r y

1 .  N a t u r e  ar.d E x t e n t  o f  t h e  H e a l t h  I n s u r a n c e  I n d u s t r y

A l l  h e  r h  i n s u r a n c e  c o m p a n i e s  v e n d o r  a  s i m i l a r  p r o d u c t ,  i . e . ,

a  m e c h a n i s m  ( i n s u r a n c e )  w h i c h  r e d u c e s  f o r  a n y  o n e  i n d i v i d u a l  f i n a n c i a l  

r i s k  a s s o c i a t e d  w i t h  i l l n e s s  o r  i n j u r y  t h r o u g h  a  p o o l i n g  o f  t h e  p o p u ­

l a t i o n  a t  r i s k .  S u ch  i n s u r a n c e  i n v o l v e s  a n  a g r e e m e n t  ( c o n t r a c t ,  p o l i c y ,  

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

com pany  ( c a r r i e r )  w h i c h  s t i p u l a t e s  t h e  p a r t i e s  i n v o l v e d ,  t h e  e v e n t s  

( s i c k n e s s ,  i n j u r y )  w h i c h  may p r o d u c e  a  l o s s  a n d  t h e  m o n e t a r y  c h a r g e  

( p r e m iu m )  i m p o s e d  b y  t h e  c a r r i e r  on  t h e  i n s u r e d  f o r  p a r t i c i p a t i o n  i n  

t h e  i n s u r a n c e  p r o g r a m .

The  h e a l t h  i n s u r a n c e  i n d u s t r y  i n  t h e  U n i t e d  S t a t e s  t o d a y  i s  a

m a j o r  b u s i n e s s  e n t e r p r i s e .  C u r r e n t l y  some 78 p e r c e n t  o f  t h e  c i v i l i a n

p o p u l a t i o n  (1 6 3  m i l l i o n )  h a s  some fo r m  o f  p r i v a t e  h e a l t h  i n s u r a n c e  c o v e r a g e  

an d  a s  i n d i c a t e d  b e f o r e  a b o u t  t h r e e - f o u r t h s  o f  t h e  w o r k e r  p o p u l a t i o n  h a s  

h o s p i t a l  o r  s u r g i c a l  e x p e n s e  i n s u r a n c e .  I n  t h e i r  m o s t  r e c e n t



r e p o r t  o n  t h e  p r i v a t e  h e a l t h  i n s u r a n c e  i n d u s t r y ,  t h e  S o c i a l  S e c u r i t y  

A d m i n i s t r a t i o n  s t a t e s  t h a t  t o t a l  r e v e n u e s  d e r i v e d  f r o m  p r e m i u m s  f o r  

B l u e  C r o s s / B l u e  S h i e l d  an d  c o m m e r c i a l  c a r r i e r s  w e r e  $ 1 2 . 4  b i l l i o n  an d  

$ 1 3 . 9  b i l l i o n  r e s p e c t i v e l y ;  i n d e p e n d e n t  p l a n s  a c c o u n t e d  f o r  o n l y  a b o u t  

$ 2 . 2  b i l l i o n . ^  C u r r e n t l y  a b o u t  58 m i l l i o n  w o r k e r s '  i n  t h e  U . S .  a r e  

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

f o r m  o f  s u c h  c o v e r a g e  b e i n g  h o s p i t a l i z a t i o n  i n s u r a n c e .  A l i s t  o f  m a j o r  

h e a l t h  i n s u r a n c e  c a r r i e r s  o p e r a t i n g  i n  t h e  U . S .  t o d a y  a n d  t h e i r  e s t i m a t e d  

g r o u p  e n r o l l m e n t s  f o r  h o s p i t a l i z a t i o n  i n s u r a n c e  i s  s how n  i n  T a b l e  2 .

T a b l e  2

M a j o r  U n i t e d  S t a t e s  H e a l t h  I n s u r a n c e  C a r r i e r s  a n d  H o s p i t a l i z a t i o n  I n s u r a n c e

Number  o f  E m p l o y e e s  C o v e r e d  f o r  
I n s u r a n c e  Company H o s p i t a l i z a t i o n  i n  U . S .  ( i n  m i l l i o n s )

B l u e  C r o s s  2 5 . 3
A e tr .a  2 . 0
C o n n e c t i c u t  G e n e r a l  1 . 1
E q u i t a b l e  L i f e  A s s u r a n c e  1 . 2
M e t r o p o l i t a n  1 . 7
P r u d e n t i a l  1 . 1
T r a v e l e r s  3 . 2
O c c i d e n t a l  L i f e  0 . 6
P r o v i d e n t  L i f e  0 . 6

S o u r c e :  1) A.M.  S k o l n i k ,  ' “T w e n t y  F i v e  Y e a r s  o f  E m p l o y e e  B e n e f i t  P l a n s , "
S o c i a l  S e c u r i t y  B u l l e t i n , XXXIX, No.  91 ( S e p t .  1 9 7 6 )  p p .  3 - 1 0 .

2)  EBPR R e s e a r c h  R e p o r t s :  C a r r i e r  E n r o l l m e n t s .  C h i c a g o :  C h a r l e s
S p e n c e r  a n d  A s s o c . ,  19 7 5  an d  1 9 7 6 .

As c a n  b e  s e e n ,  B l u e  C r o s s  a c c o u n t s  f o r  c o n s i d e r a b l y  m o r e  e n r o l l e e s  t h a n  

do o t h e r  i n d i v i d u a l  c a r r i e r s .  C o l l e c t i v e l y ,  h o w e v e r ,  a l l  n o n - B l u e  C r o s s  

c o m p a n i e s  ( I n c l u d i n g  many n o t  shown i n  t h e  a b o v e  t a b l e )  p r o v i d e  b e n e f i t s  

f o r  s l i g h t l y  m o re  t h a n  h a l f  o f  a l l  e m p l o y e e s  w i t h  h o s p i t a l i z a t i o n  i n s u r a n c e .
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^ M .  Mueller and P. A. Plro, "Private Health Insurance in 1974: A Review
of Coverage, Enrollment and Financial Experience," Social Security Bulletin
(March 1976), pp. 3-20.



2 .  H e a l t h  I n s u r a n c e  Company I n c o m e

H e a l t h  i n s u r a n c e  c a r r i e r s  d e r i v e  r e v e n u e s  t h r o u g h  u n d e r w r i t i n g ,  

r a t e  m a k i n g ,  m a r k e t i n g  a n d  s a l e  o f  i n s u r a n c e  c o n t r a c t s .  U n d e r w r i t i n g  

i s  a  p r o c e s s  w h i c h  i n v o l v e s  t h e  s e l e c t i o n ,  c l a s s i f i c a t i o n  a n d  r a t i n g  

o f  r i s k s .  T he  p u r p o s e  o f  u n d e r w r i t i n g  i s  t o  d e t e r m i n e  t h e  p r o b a b i l i t y  

o f  l o s s  ( o r  t h e  l e v e l  o f  r i s k  t o  t h e  c a r r i e r )  a n d  i f  t h e  g r o u p  t o  b e  

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

on w h i c h  c a r r i e r  c h a r g e s  ( p r e m i u m s )  a r e  b a s e d .  C a r r i e r s  t h u s  a g g r e ­

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

t i o n s  o f  l o s s .  R a t e  m a k i n g  i n v o l v e s  t h e  d e t e r m i n a t i o n  o f  p r e m i u m s  

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

M a r k e t i n g  o f  h e a l t h  i n s u r a n c e  i n  many w a y s  i s  s i m i l a r  i n  n a t u r e  

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

h a r d w a r e  o r  l i q u o r .  F i r s t ,  w h i l e  many i n s u r a n c e  c a r r i e r s  u s e  t r a d i ­

t i o n a l  a d v e r t i s i n g  m e d i a  ( n e w s p a p e r s ,  t e l e v i s i o n ,  m a g a z i n e s )  t o  d e s c r i b e  

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

m a i l .  S e c o n d ,  h e a l t h  i n s u r a n c e  c a r r i e r s  f r e q u e n t l y  e m p l o y  o r  c o n t r a c t  

w i t h  s a l a r i e d  r e p r e s e n t a t i v e s ,  a g e n t s ,  o r  b r o k e r s  who s e l l  i n s u r a n c e  

p o l i c i e s  o r  c o n t r a c t s  t o  i n d i v i d u a l s  o r  g r o u p s .  C o m m e r c i a l  c a r r i e r s  

u t i l i z e  a g e n t s  o r  b r o k e r s ,  w h i l e  B l u e  C r o s s / B l u e .  S h i e l d  u s e s  s a l a r i e d  

r e p r e s e n t a t i v e s .  T h i r d ,  h e a l t h  i n s u r a n c e  i s  g e n e r a l l y  s o l d  a s  a  

p a c k a g e  o r  i n d i v i d u a l i z e d  p r o g r a m .  The p a c k a g e  s a l e  i n v o l v e s  t h e  

v e n d o r i n g  o f  a n  e s t a b l i s h e d  o r  f i x e d  s e t  o f  b e n e f i t s ,  w h i l e  t h e  p r o ­

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



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

c a r r i e r  i n  e x c h a n g e  f o r  a  p r o m i s e  t o  t h e  i n s u r e d  t h a t  c e r t a i n  p a y m e n t s  w i l l  

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

h e a l t h  c a r e  e x p e n s e s .  P r e m i u m s  ( u s u a l l y  p a y a b l e  a n n u a l l y  o r  some d i v i s i o n  

t h e r e o f )  a r e  d e t e r m i n e d  i n  a d v a n c e  o f  t h e  p e r i o d  a c t u a l l y  c o v e r e d .  T h u s  

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

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

u s u a l l y  c o n s i s t  o f  two c o m p o n e n t s  —  t h e  f i r s t  o f  w h i c h  i s  " p u r e "  p r e m i u m ,

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

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

r a t e  ( p r o b a b i l i t y  o f  l o s s )  a n d  t h e  a v e r a g e  c l a i m  r a t e  ( a v e r a g e  s e v e r i t y  o f  

c l a i m s  e x p e n s e d  i n  d o l l a r s ) . T h e  s e c o n d  c o m p o n e n t  i s  a  " l o a d i n g "  f a c t o r  

o r  i n d i r e c t  c o s t  w h i c h  c o v e r s  a  v a r i e t y  o f  a d m i n i s t r a t i v e  e x p e n s e s ,  t a x e s ,  

c o n t i n g e n c i e s ,  e t c .  I n  g e n e r a l ,  a c t u a l  c o m p u t a t i o n s  ( r a t e  m a k i n g )  o f  a  

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

o f  f a c t o r s  i n c l u d i n g  s i z e  o f  t h e  g r o u p ,  p o p u l a t i o n  m a k e - u p  ( a g e ,  s e x ) ,  

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

d a t a  c o n c e r n i n g  u t i l i z a t i o n  a n d  c o s t  e x p e r i e n c e  f o r  h o s p i t a l ,  s u r g i c a l  a n d  

m a j o r  m e d i c a l  b e n e f i t s .  T h u s  t h e  a n n u a l  p r e m i u m s  f o r  a  g i v e n  g r o u p  i s

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

u t i l i z a t i o n  f o r  s i m i l a r  g r o u p s .

P r e m iu m s  a s s o c i a t e d  w i t h  h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  a l c o h o l i s m  a r e  

p o o r l y  k n o w n .  Some c a r r i e r s  i n  a d d i n g  a l c o h o l i s m  t r e a t m e n t  b e n e f i t s  t o  a n  

e x i s t i n g  p o l i c y  w i l l  c h a r g e  a n  a d d i t i o n a l  p r e m i u m  f o r  s u c h  c o v e r a g e .  O t h e r  

c a r r i e r s  w i l l  a d d  t h e s e  b e n e f i t s  a t  n o  a d d i t i o n a l  c h a r g e .  F o r  e x a m p l e ,
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C a p i t a l  B l u e  C r o s s  a n d  B l u e  S h i e l d  o f  M a r y l a n d  n a d e  a v a i l a b l e  b e n e f i t s  f o r  

c a r e  i n  s p e c i a l  a l c o h o l i s m  t r e a t m e n t  f a c i l i t i e s  a t  n o  a d d i t i o n a l  c h a r g e .  

W h i l e  l i t t l e ,  h o w e v e r ,  i s  known a b o u t  t h e  a c t u a l  m e c h a n i c s  e m p l o y e d  b y  

c a r r i e r s  i n  e s t i m a t i n g  p r e m i u m s  f o r  t h i s  c o n d i t i o n ,  t h e r e  i s  a  m a j o r  c o n ­

s t r a i n t  a s s o c i a t e d  w i t h  t h i s  p r o c e s s ,  i . e . ,  t h e  l a c k  o f  a c c u r a t e  d a t a  ( f o r  

a  g i v e n  p o p u l a t i o n )  on  n o t  o n l y  t h e  p r e v a l e n c e  o f  t h e  d i s e a s e ,  b u t  a l s o  t h e  

n u m b e r  o f  p e o p l e  who s e e k  t r e a t m e n t .  I n t e r e s t i n g l y ,  t h e  w i d e s p r e a d  u s e  o f  

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

v a r i o u s  c a r r i e r s  i m p e d e s  t h e i r  a b i l i t y  t o  a d e q u a t e l y  p r o j e c t  t h e  e x t e n t  o f  

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

a l c o h o l i s m ,  many i n d i v i d u a l s  a r e  h i g h l y  r e l u c t a n t  t o  e v e n  f i l e  i n s u r a .  *.e 

c l a i m s .

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

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

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

e m p l o y e e s .  T he  p r o g r a m ,  w h i c h  i s  d e s c r i b e d  i n  S e c t i o n  I I I - E  o f  t h i s  r e p o r t ,  

e m p l o y e d  a  n u m b er  o f  c a r r i e r s ,  f o u r  o f  w h i c h  p r o v i d e d  c o v e r a g e  t o  o v e r  90  

p e r c e n t  o f  a l l  t h e  s t a t e  e m p l o y e e  s u b s c r i b e r s .  T h o u g h  t h e  P i l o t  P r o g r a m  

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

b u r s e m e n t  b y  t h e  P r o g r a m  t o  t h e  c a r r i e r s  f o r  p r o v i d e r  c o s t s  w a s  i n i t i a l l y  

b a s e d  o n  p re m iu m  e s t i m a t e s  d e r i v e d  b y  t h e  c a r r i e r s .  T h e s e  p r e m i u m  e s t i ­

m a t e s ,  w h i c h  a r e  shown i n  T a b l e  3 ,  a r e  a c t u a l l y  a d d i t i o n s  t o  t h e  p r e m i u m s  

r e q u i r e d  f o r  t h e  r e g u l a r  p o l i c y  o r  p l a n  p u r c h a s e d  b y  t h e  s u b s c r i b e r .  As  

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

p r a c t i c e  p l a n  p re m ium  ( 3 5 c  p e r  member )  a n d  t h e  s e r v i c e  a n d  c o m m e r c i a l  p l a n s  

( a b o u t  1 0 c ~ 1 3 c  p e r  m e m b e r ) .



16

Table 3

Premiums Required By Carriers for the California Pilot Program

C a r r i e r P r e m i u m s  ( m o n t h l y )

C a l i f o r n i a  W e s t e r n  O c c i d e n t a l  L i f e  

B l u e  C r o s s / B l u e  S h i e l d  

K a i s e r - N o r t h

$ 0 . 3 5  p e r  mem ber

0 . 3 5  p e r  member

0 . 1 0  p e r  m em ber
0 . 2 0  p e r  m em ber  a n d  o n e  d e p e n d e n t
0 . 3 0  p e r  m em ber  a n d  two o r  m o r e  d e p e n d e n t

K a i s e r - S o u t h 0 . 1 3  p e r  mem ber
0 . 2 6  p e r  mem ber  a n d  o n e  d e p e n d e n t
0 . 3 0  p e r  m em ber  a n d  tw o  o r  m o r e  d e p e n d e n t .

S o u r c e :  " A l c o h o l i s m  C a r e  U t i l i z a t i o n  a n d  C o s t s  -  C a l i f o r n i a  P i l o t  H e a l t h
I n s u r a n c e  C o v e r a g e  f o r  A l c o h o l i s m , "  H - 2 ,  I n c . ,  R a l e i g h ,  N . C . ,
N o v e m b e r  1 9 7 5 .

A n a l y s i s  o f  two y e a r s  o f  e x p e r i m e n t a l  d a t a  f r o m  t h e  P i l o t  P r o g r a m  c o n ­

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

b e e n  a b o u t  33c  p e r  m o n t h  p e r  s u b s c r i b e r .  A r a t e  o f  t h i s  m a g n i t u d e  s h o u l d  b e  

v i e w e d  w i t h  c a u t i o n ,  h o w e v e r ,  f o r  ( 1 )  u t i l i z a t i o n  o v e r  t h e  two y e a r  p e r i o d  

w a s  lc.w,  i . e . ,  76 0 p e r s o n s  o u t  o f  a  w o r k e r  p o p u l a t i o n  o f  a b o u t  1 4 1 , 0 0 0  a n d  

( 2 )  a l c o h o l i s m  i s  t r e a t e d  u n d e r  a n  a l c o h o l i s m  d i a g n o s i s  a s  o p p o s e d  t o  a  c o v e r  

o r  p r o x y  d i a g n o s i s  h e a l t h  c a r e  c o s t s  do n o t  i n c r e a s e .  I n f o r m a t i o n  i s  a v a i l ­

a b l e  f r o m  o t h e r  c a r r i e r s  c o n c e r n i n g  p r e m i u m s  a n d  t h e i r  d e r i v a t i o n .  N o t e ,  

h o w e v e r ,  t h a t  i n  r e c e n t  y e a r s  b o t h  C a p i t a l  B l u e  C r o s s  o f  P e n n s y l v a n i a  a n d  

B l u e  C r o s s  o f  M a r y l a n d  h a v e  i n t r o d u c e d  c o n t r a c t s  ( p o l i c i e s )  w i t h  p r o v i s i o n s  

f o r  a l c o h o l i s m  c a r e  w h i c h  h a v e  n o t  i n v o l v e d  p r e m iu m  i n c r e a s e s .  F i n a l l y ,  

c e r t a i n  c o m m e r c i a l  c a r r i e r s ,  s u c h  a s  P r u d e n t i a l  a n d  H a r t f o r d ,  who a r e  o f f e r i n g  

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

f o r  s u c h  c o v e r a g e .

D. M a n a g em en t  a n d  L a b o r

C o r p o r a t e  m a n a g e m e n t  h a s  a  r e s p o n s i b i l i t y  t o  p r o v i d e  f o r  t h e  d e s i g n ,



d e v e l o p m e n t  a n d  o p e r a t i o n  o f  e m p l o y e e  b e n e f i t  p l a n s .  As  s u c h ,  t h e y  a r e  

r e s p o n s i b l e  f o r :  ( 1 )  d e t e r m i n i n g  t h e  n a t u r e  a n d  e x t e n t  ( s t r u c t u r e )  o f  h e a l t h

i n s u r a n c e  b e n e f i t s ;  ( 2 )  d e t e r m i n i n g  t h e  i n s u r a n c e  c a r r i e r  who w i l l  p r o v i d e  

t h e  h e a l t h  i n s u r a n c e  p l a n ;  a n d  ( 3 )  o b t a i n i n g  t h e  w i d e s t  r a n g e  o f  b e n e f i t s  

a t  minimum c o s t .  H e a l t h  i n s u r a n c e  may b e  p r o v i d e d  w i t h o u t  c o s t  t o  t h e  

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

t h e r e  i s  a  m o n t h l y  p r e m i u m  c o s t  t o  t h e  e m p l o y e e  w h i c h  r e p r e s e n t s  a  s h a r e  o f  

t h e  t o t a l  c o s t  b a s e d  o n  a  s c a l e  d e r i v e d  b y  m a n a g e m e n t .  Th e n a t u r e  a n d  l o c a ­

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

co m p an y  t o  c o m p a n y .  N o t  i n f r e q u e n t l y  t h e  p l a n  i s  a d m i n i s t e r e d  b y  t h e  c o r p o r a  

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

I n  t h o s e  c o m p a n i e s  w h i c h  e m p l o y  o r g a n i z e d  l a b o r ,  u n i o n s  h a v e  b e c o m e  

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

I n  r e c e n t  y e a r s  u n i o n s  h a v e  b e c o m e  i n c r e a s i n g l y  c o g n i z a n t  a b o u t  t h e  n a t u r e  

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

Among t h e  more, n o t a b l e  e f f o r t s  t o  d a t e  h a v e  b e e n  t h o s e  o f  t h e  U n i t e d  A u t o  

W o r k e r s  an d  t h e  U n i t e d  M in e  W o r k e r s .  Th e U n i t e d  Mine W o r k e r s  ( w h i c h  i s  

s e l f - i n s u r e d )  h a s  f o r  y e a r s  p r o v i d e d  f o r  t h e  i n p a t i e n t  a n d  o u t p a t i e n t  t r e a t ­

m e n t  o f  a l c o h o l i s m .  T he  U n i t e d  A u t o  W o r k e r s  r e c e n t l y  n e g o t i a t e d  a  c o m p r e ­

h e n s i v e  b e n e f i t  p a c k a g e  f o r  t h e i r  m em bers  w h i c h  p r o v i d e s  f o r  t r e a t m e n t  o f  

s u b s t a n c e  a b u s e .  I n  a d d i t i o n ,  t h e  T e a m s t e r s  U n i o n  r e c e n t l y  i n d i c a t e d  t h a t  

a l c o h o l i s m  c o v e r a g e  w o u l d  b e  a  n e c e s s a r y  b a r g a i n i n g  i t e m .  G i v e n  t h a t  s u c h  

c o v e r a g e  may w e l l  b ec o m e  a  c o l l e c t i v e  b a r g a i n i n g  p o i n t  o v e r  t h e  n e x t  s e v e r a l  

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

u n i q u e  p o s i t i o n  t o  p r o v i d e  i n f o r m a t i o n  a n d  c o u n s e l  t o  l a b o r  an d  m a n a g e m e n t  

on  t h i s  i m p o r t a n t  i n s u r a n c e  i s s u e .



E .  B e n e f i t  S t r u c t u r e

As i n d i c a t e d  e a r l i e r ,  t h o u g h  t h e  c u r r e n t  s t a t u s  o f  h e a l t h  i n s u r a n c e  

c o v e r a g e  f o r  a l c o h o l i s m  i n  t h e  U n i t e d  S t a t e s  l e a v e s  much t o  b e  d e s i r e d ,  

t h e r e  a r e  e n c o u r a g i n g  t r e n d s  a s  e v i d e n c e d  b y  a c t i o n s  o f  p u b l i c  a g e n c i e s ,  

s t a t e  l e g i s l a t u r e s ,  i n s u r a n c e  c a r r i e r s  a n d  p u r c h a s e r s .  C o n t i n u e d  d e v e l o p ­

m e n t  o f  h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  a l c o h o l i s m  m u s t  t a k e  i n t o  a c c o u n t  t h e  

g r o w i n g  u s e  o f  e f f e c t i v e  n o n - t r a d i t i o n a l  f o r m s  o f  c a r e ,  s u c h  a s  i n t e r m e d i a t e  

c a r e  f a c i l i t i e s ,  r e c o v e r y  home c a r e  a n d  o u t p a t i e n t  c a r e  a s  o p p o s e d  t o  t h e  

m o r e  e x p e n s i v e  a n d  t r a d i t i o n a l  i n p a t i e n t  c a r e .  A c c o r d i n g l y ,  t h i s  s e c t i o n  w i l l  

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

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

t a t i o n  a n d  l i c e n s i n g  a s  t h e y  a f f e c t  b e n e f i t  p l a n s .

1 .  B e n e f i t  P l a n s  U s ed  i n  I n d u s t r y  w i t h  O c c u p a t i o n a l  P r o g r a m s

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

n a t u r e  ( i n p a t i e n t ,  o u t p a t i e n t ,  o t h e r  c a r e ,  e t c . )  an d  e x t e n t  ( i . e . ,  

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

f i t s ,  e t c . ) .  U n f o r t u n a t e l y ,  s p e c i f i c  b e n e f i t s  f o r  a l c o h o l i s m  t r e a t ­

m e n t  a v a i l a b l e  t o  w o r k e r  p o p u l a t i o n s  t h r o u g h  e m p l o y e e  b e n e f i t  p l a n s  a r e  

i m p e r f e c t l y  k now n .  T h e r e  a r e  a v a i l a b l e  s e v e r a l  r e f e r e n c e s  w h i c h  d e s c r i b e

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

11 12i n s u r a n c e  c a r r i e r s .  ’ T h e s e  r e f e r e n c e s  p r o v i d e ,  a  g e n e r a l

i n d i c a t i o n  o f  t h e  a v a i l a b i l i t y  o f  c o v e r a g e  f o r  a l c o h o l i s m  t r e a t m e n t .
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^ T i m e  S a v e r  f o r  H e a l t h  I n s u r a n c e , C i n c i n n a t i ,  O h i o :  T h e  N a t i o n a l
U n d e r w r i t e r s  Company.

EBFR R e s e a r c h  R e p o r t s ,  C h a r l e s  S p e n c e r  a n d  A s s o c i a t e s ,  I n c . ,  C h i c a g o ,12
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T h e  B u r e a u  o f  L a b o r  S t a t i s t i c s *  p e r i o d i c a l l y  p u b l i s h e s  a  d i g e s t  o f

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

13t i o n s .  T h i s  s o u r c e  i n d i c a t e s  t h e  a v a i l a b i l i t y  o f  p s y c h i a t r i c  o r  

m e n t a l  h e a l t h  c a r e  c o v e r a g e  b u t  d o e s  n o t  m e n t i o n  a l c o h o l i s m .

To p r o v i d e  m o re  s p e c i f i c  i n f o r m a t i o n  o f  u s e  t o  o c c u p a t i o n a l  

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

o f  31 l a r g e  s c a l e  c o m p a n i e s  ( a v e r a g e  e m p l o y e e  p o p u l a t i o n  = 3 4 , 0 0 0 )  

w h i c h  h a d  o n g o i n g  o c c u p a t i o n a l  p r o g r a m s .  T h e s e  c o m p a n i e s ,  w h i c h  a r e  

s c a t t e r e d  t h r o u g h o u t  t h e  U n i t e d  S t a t e s ,  w e r e  s e l e c t e d  f o r  s u r v e y  i n  a  

s y s t e m a t i c  m a n n e r  f r o m  t h e  m a s t e r  l i s t  o f  p r o g r a m s  c u r r e n t l y  on  f i l e  

w i t h  t h e  A s s o c i a t i o n  o f  L a b o r - M a n a g e m e n t  C o n s u l t a n t s  o n  A l c o h o l i s m  

(ALMACA). A c o m p o s i t e  p i c t u r e  o f  t h e  n a t u r e  o f  h e a l t h  i n s u r a n c e  

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

b y  t h e  s u r v e y e d  i n d u s t r i e s  i s  p r e s e n t e d  i n  T a b l e  4 .  As s h o w n ,  30  o f  

t h e  31 c o m p a n i e s  m a d e  s p e c i f i c  p r o v i s i o n s  f o r  i n p a t i e n t  c a r e .  A b o u t  

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

b e n e f i t s  ( i . e . ,  c a r e  i n  a n  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 ) ,  w h i l e  o n l y  

o n e - h a l f  o f  t h e  c o m p a n i e s  c o v e r e d  o u t p a t i e n t  c a r e  c o s t s .  Two f i r m s  

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

a  h a l f w a y  h o u s e .  O n l y  o n e  com pany  p r o v i d e s  n o  b e n e f i t s  f o r  a l c o h o l i s m  

t r e a t m e n t  o f  a n y  k i n d .

13 U . S .  B u r e a u  o f  L a b o r  S t a t i s t i c s .

* I n  a d d i t i o n ,  t h e  U.  S .  D e p a r t m e n t  o f  L a b o r  i s  r e q u i r e d  t o  k e e p  o n  
f i l e  d e t a i l s  o f  w e l f a r e  an d  p e n s i o n  p l a n s  ( i n c l u d i n g  h e a l t h  i n s u r a n c e )  u n d e r  
t h e  W e l f a r e  a n d  P e n s i o n  P l a n  D i s c l o s u r e  A c t .  Many o f  t h e  p l a n s  on f i l e  a r e  
u n f o r t u n a t e l y  o u t  o f  d a t e .



20.

C o m p o s i t e  o f  A l c o h o l i s m  T r e a t m e n t  B e n e f i t s  P r o v i d e d  t o  E m p l o y e e s  
o f  31 L a r g e  U n i t e d  S t a t e s  C o m p a n i e s

Table 4

T y p e  o f  A l c o h o l i s m  
T r e a t m e n t

Number  o f  
C o m p a n i e s P e r c e i

I n p a t i e n t  C a r e 30 97%

S p e c i a l  T r e a t m e n t  C e n t e r 23 74%

O u t p a t i e n t  C a r e 15 50%

H a l f w a y  H o u s e 2 7%

No C a r e  P r o v i d e d 1 3%

S o u r c e :  D a t a  f r o m  a  s u r v e y  o f  31  e m p l o y e e  b e n e f i t  p l a n s .

T a b l e s  5 t h r o u g h  11  p r o v i d e  a n  i n d i c a t i o n  o f  t h e  e x t e n t  o f  

b e n e f i t s  a v a i l a b l e  f o r  e a c h  o f  t h e  c a r e  f o r m s  u s u a l l y  a v a i l a b l e  i n  

i n s u r a n c e  p o l i c i e s ,  i . e . ,  i n p a t i e n t  h o s p i t a l  c a r e ,  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  c a r e ,  a n d  o u t p a t i e n t  c a r e .  T he  d i s t r i b u t i o n  o f  a n n u a l  

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

i s  shown i n  T a b l e  5 .  A b o u t  60  p e r c e n t  o f  t h e  c o m p a n i e s  p r o v i d e d  f o r  

a b o u t  60 a n n u a l  i n p a t i e n t  d a y s  o r  l e s s ,  35 p e r c e n t  p r o v i d e d  g r e a t e r  

t h a n  60 d a y s ;  f i v e  c o m p a n i e s  p r o v i d e d  u n l i m i t e d  i n p a t i e n t  d a y s .  One 

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

h a s  a  b e n e f i t  s t r u c t u r e  w h o s e  e x a c t ,  l i m i t s  a r e  u n c l e a r .

T a b l e  5

D i s t r i b u t i o n  o f  Number  o f  A n n u a l  H o s p i t a l  I n p a t i e n t  Days  
f o r  A l c o h o l i s m  T r e a t m e n t  C o v e r e d  b y  H e a l t h  I n s u r a n c e

Days  o f  I n p a t i e n t  C a r e  ( R a n g e )  Number  o f  F i r m s  P e r c e n t

7 - 3 0 9 29%

31 -  60 9 29%

61 -  120 2 6%

121 -  365 4 13%

U n l i m i t e d 5 16%

Mot C l e a r 1 3%

N o t  C o v e r e d 1 3%

S o u r c e :  D a t a  f r o m  a s u r v e y  o f  31  e m p l o y e e  b e n e f i t  p l a n s .



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

t r e a t m e n t  a r e  sh ow n  i n  T a b l e  6 .  A b o u t  40 p e r c e n t  o f  t h e  c o m p a n i e s  w i l l  

r e i m b u r s e  a t  a  r a t e  o f  n o t  t o  e x c e e d  t h e  p r e v a i l i n g  s e m i - p r i v a t e  room  

a n d  b o a r d  c h a r g e s .  H e a l t h  i n s u r a n c e  c o v e r a g e  f o r  two c o m p a n i e s  i s  r e i m b u r s e d  

a t  f i x e d  d a i l y  r a t e s  o f  $72 a n d  $85 r e s p e c t i v e l y ,  w h i l e  o n l y  o n e  co m p an y  

p r o v i d e  1 f o r  f u l l  c o v e r a g e .  R e s p o n s e s  f r o m  t e n  c o m p a n i e s  w h i c h  c o v e r  

i n p a t i e n t  c a r e  w e r e  n o t  s u f f i c i e n t l y  e x p l i c i t  t o  c h a r a c t e r i z e  r e i m b u r s ­

a b l e  c o s t s .

T a b l e  6

D i s t r i b u t i o n  o f  Maximum A l l o w a b l e  H o s p i t a l  I n p a t i e n t  D a i l y  R a t e s
f o r  A l c o h o l i s m  T r e a t m e n t

Maximum A l l o w a b l e  R a t e  No.  o f  B e n e f i t  P l a n s  P e r c e n t

$ 7 2 . 0 0  1 3%

$ 8 5 . 0 0  1 3%

P r e v a i l i n g  S e m i - P r i v a t e  12 39%

F u l l  C o s t  1 3%

C o v e r e d  b u t  N o t  C l e a r  10 32%

No R e s p o n s e  6 19%

S o u r c e :  D a t a  f r o m  a  s u r v e y  o f  31 e m p l o y e e  b e n e f i t  p l a n s .

The d i s t r i b u t i o n  o f  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  b e n e f i t s  i s  

shown i n  T a b l e  7 .  F . i g h t  o f  t h e  c o m p a n i e s  do n o t  p r o v i d e  s u c h  c o v e r a g e  

w h i l e  e i g h t e e n  p r o v i d e  f o r  c a r e  r a n g i n g  f r o m  7 -  1 20  d a y s .  A b o u t  10 

p e r c e n t  o f  t h e  c o m p a n i e s  p l a c e  n o  a n n u a l  l i m i t s  o n  t h i s  f o r m  o f  c a r e .  The 

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

d i f f e r  f r o m  h o s p i t a l  i n p a t i e n t  c a r e  p r o v i s i o n s  ( s e e  T a b l e  8 ) .  A b o u t  

35 p e r c e n t  p r o v i d e  f o r  f u l l  r e i m b u r s e m e n t  o f  ro om  a n d  b o a r d  c h a r g e s ,  

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

v a i l i n g  s e m i - p r i v a t e  room a n d  b o a r d  r a t e .  Two c o m p a n i e s  r e i m b u r s e  a t



d a i l y  f l a t  r a t e s  o f  $ 7 2 . 0 0  a n d  $ 8 5 . 0 0  r e s p e c t i v e l y .  A l c o h o l i s m  t r e a t m e n t  

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

h e a l t h  i n s u r a n c e  p l a n s  s u r v e y e d  r e q u i r e d  t h a t  t h e  c a r r i e r  a c t u a l l y  

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

T a b l e  7

22.

D i s t r i b u t i o n  o f  A n n u a l  Nu mber  o f  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  Days

D ays  o f  C a r e  Nu mber  o f  B e n e f i t  P l a n s P e r c e n t

N o t  C o v e r e d 8 26%

7 - 3 0 7 23%

31 -  60 10 32%

61 -  120 1 3%

1 21  -  365 2 7%

No L i m i t 3 10%

S o u r c e :  D a t a  f r o m  a  s u r v e y  o f 31 e m p l o y e e  b e n e f i t  p l a n s .

T a b l e  8

D i s t r i b u t i o n  o f  Maximum A l l o w a b l e  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  D a i l y  R a t e s

Maximem A l l o w a b l e  R a t e  Nu mber  o f  B e n e f i t  P l a n s P e r c e n t

$ 7 2 . 0 0 1 3%

$ 8 5 . 0 0 1 3%

P r e v a i l i n g  S e m i - P r i v a t e 1 3%

F u l l  C o s t 11 36%

C o v e r e d  b u t  N o t  C l e a r 6 19%

N o t  C o v e r e d 8 26%

No R e s p o n s e 3 10%

S o u r c e :  D a t a  f r o m  a s u r v e y  o f 31 e m p l o y e e  b e n e f i t  p l a n s .

O u t p a t i e n t  c a r e  b e n e f i t s  a r e  sh own  i n  T a b l e  9 . N e a r l y  o n e - h a l

o f  t h e  f i r m s  do n o t  p r o v i d e  f o r  o u t p a t i e n t  c a r e  o f  any t y p e .  T h r e e

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

( r a n g i n g  f r o m  12 -  35 v i s i t s  p e r  y e a r )  a n d  s e v e n  p l a c e  no  l i m i t s  on



t h e  n u m b e r  o f  a n n u a l  o u t p a t i e n t  v i s i t s .  N o t e  t h a t  f i v e  f i r m s  s p e c i f i c a l l y  

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

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

T a b l e  9

D i s t r i b u t i o n  o f  A n n u a l  O u t p a t i e n t  V i s i t s  f o r  A l c o h o l i s m  T r e a t m e n t

Nu mber  o f  V i s i t s  Nu mber  o f  B e n e f i t  P l a n s  P e r c e n t

N o t  C o v e r e d  15 48%

12 1 3%

35 2 6%

No L i m i t  7 23%

C o v e r e d  b u t  N o t  C l e a r  5 16%

No R e s p o n s e  1 3%

S o u r c e :  D a t a  f r o m  a  s u r v e y  o f  31 e m p l o y e e  b e n e f i t  p l a n s .

F i n a l l y ,  r h e  e x t e n t  t o  w h i c h  i n d i v i d u a l ,  f a m i l y  a n d  g r o u p  

t h e r a p y  a r e  c o v e r e d  by t h e  v a r i o u s  c o m p a n i e s  i s  d i s p l a y e d  i n  T a b l e  

1 0 .  O v e r  o n e - h a l f  o f  t h e  f i r m s  p r o v i d e  f o r  i n d i v i d u a l  o r  g r o u p  

t h e r a p y ,  a n d  a b o u t  o n e - t h i r d  p r o v i d e  f o r  t h e r a p y  o f  t h e  f a m i l y .  

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

i n  T a b l e  1 1 .  U n l i m i t e d  v i s i t a t i o n  i s  p r o v i d e d  b y  a b o u t  30 p e r c e n t  

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

a b o u t  25 p e r c e n t  o f  t h e  c o m p a n i e s  p r o v i d i n g  u n l i m i t e d  b e n e f i t s  f o r

g r o u p  a n d  f a m i l y  t h e r a p y .  A b o u t  10 p e r c e n t  s p e c i f y  a  f i x e d  n u m b e r

o f  v i s i t s  ( i . e . ,  35 o r  4 0 )  f o r  a l l  t y p e s  o f  t h e r a p y .  I n  some

i n s t a n c e s  a c t u a l  b e n e f i t s ,  t h o u g h  a v a i l a b l e  t o  e m p l o y e e s ,  c o u l d  n o t

b e  i n t e r p r e t e d  f r o m  t h e  r e p l i e s  o f  t h e  s u r v e y  r e s p o n d e n t s .



1 '
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T a b l e  10

D i s t r i b u t i o n  o f  I n d i v i d u a l ,  G ro u p  a n d  F a m i l y  T h e r a p y  
B e n e f i t s  f o r  A l c o h o l i s m  T r e a t m e n t

N a t u r e  o f  C a r e  Nu mber  o f  F i r m s  P e r c e n t

I n d i v i d u a l  T h e r a p y 19 61%

F a m i l y  T h e r a p y 10 33%

G ro u p  T h e r a p y 17 53%

S o u r c e :  D a t a  f r o m  a s u r v e y  o f 31 e m p l o y e e  b e n e f i t  p l a n s .

T a b l e  11

D i s t r i b u t i o n o f  A n n u a l Maximum A l l o w a b l e  V i s i t s  f o r
I n d i v i d u a l ,  G ro u p  a n d  F a m i l y  T h e r a p y

Nu mber  o f I n d i v i d u a l  T h e r a p y G r o u p  T h e r a p y F a m i l y  T h e r a t
A n n u a l  V i s i t s No. % No.  % No. 1

N o t  C o v e r e d 12 39% 14 45% 20 64%

35 O 6% 2 6% 2 6%

40 1 3% 1 3% 1 <1 ot J/o

No L i m i t 10 32% 8 26% 7 23%

C o v e r e d  b u t  N o t  C l e a r 6 19% 6 19% 1 3%

S o u r c e :  D a t a  f r o m  a s u r v e y  o f 31 e m p l o y e e b e n e f i t  p l a n s .

To s u m m a r i z e  t h e  f i n d i n g s  o f  t h e  s u r v e y ,  I t  m u s t  f i r s t  b e  p o i n t e d  

o u t  t h a t  t h e  s u r v e y  s a m p l e  ( ^ 3 1 )  i s  q u i t e  s m a l l  i n  c o m p a r i s o n  t o  

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

w h i c h  may b e  a s  h i g h  a s  1 , 2 0 0 .  S e c o n d ,  t h e  m e r e  e x i s t e n c e  o f  a  b e n e f i t  

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

i n  no way a s s u r e s  t h a t  s u c h  b e n e f i t s  a r e  i n  f a c t  u t i l i z e d ,  n o r  d o e s  

i t  p r o v i d e  an  i n d i c a t i o n  o f  t h e  e x t e n t  t o  w h i c h  t o t a l  a l c o h o l  t r e a t ­

m e n t  c o s t s  a r e  b e i n g  met  by  i n s u r a n c e  b e n e f i t  p a y m e n t s .  Th e s u r v e y  

f i n d i n g s  d o ,  h o w e v e r ,  i n d i c a t e  t h a t  b e n e f i t  p l a n s  a r e  s u r p r i s i n g l y  

l i b e r a l ,  i . e . ,  a d e q u a t e  i n p a t i e n t  c a r e  a n d ,  i m p o r t a n t l y ,  a  h i g h



p r o p o r t i o n  o f  p l a n s  w i t h  c o v e r a g e  f o r  l e s s  e x p e n s i v e  f o r m s  o f  c a r e .  

F u r t h e r ,  t h e  e x t e n t  o f  b e n e f i t s  a v a i l a b l e  i n  e a c h  o f  t h e  c a r e  f o r m s  

i s  f a v o r a b l e  f o r  t r e a t m e n t  o f  a l c o h o l i s m ,  i . e . ,  a b o u t  o n e - f o u r t h  o f  

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

o n e - t h i r d  c o v e r  t h e  e n t i r e  c o s t  o f  c a r e  i n  a n  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 .  I m p o r t a n t l y ,  t h e  f i n d i n g s  i n d i c a t e  t h a t  t h e  h e a l t h  i n s u r a n c e  

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

p r o v i d i n g  b r o a d l y  b a s e d  h e a l t h  i n s u r a n c e  p l a n s .

2 .  T h e  C a l i f o r n i a  P i l o t  P r o g r a m  B e n e f i t  P l a n

A n o t h e r  b e n e f i t  p l a n  o :  i n t e r e s t  i s  t h a t  e m p l o y e d  b y  t h e  S t a t e  

o f  C a l i f o r n i a  d u r i n g  t h e i r  P i l o t  P r o g r a m  t o  d e t e r m i n e  t h e  f e a s i b i l i t y  

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

s e r v i c e  w o r k e r s  a n d  c e r t a i n  o t h e r  p u b l i c  w o r k e r s  i n  t h e  S t a t e  o f  

C a l i f o r n i a .  T h i s  two y e a r  p r o g r a m  i n v o l v e d  f o u r  i n d e m n i t y  ( c o m m e r c i a l )  

c a r r i e r s ,  f o u r  p r e p a i d  i r o u p  p r a c t i c e s ,  two s t a t e w i d e  s e r v i c e  c a r r i e r s  

a n d  o n e  i n d i v i d u a l  p r a c t i c e  p l a n .  The m a j o r i t y  o f  c o v e r a g e ,  h o w e v e r ,  

was  p r o v i d e d  b y  t h r e e  o r g a n i z a t i o n s :  B l u e  C r o s s / B l u e  S h i e l d ,  C a l i f o r n i a

W e s t e r n  O c c i d e n t a l  ( C a l - W e s t ) ,  an d  K a i s e r  F o u n d a t i o n  G ro u p  H e a l t h  P l a n  

( N o r t h  an d  S o u t h  P l a n ) .

The b e n e f i t  p l a n  e m p l o y e d  by  t h e  S t a t e  o f  C a l i f o r n i a  was  s i m i l a r  

a c r o s s  a l l  c a r r i e r s  a n d  I n c l u d e d  t h e  f o l l o w i n g  t y . e s  o f  c a r e :

a .  I n p a t i e n t  C a r e : ( h o s p i t a l  o r  o t h e r  m e d i c a l  o r  n o n - m e d i c a l

f a c i l i t y  l i c e n s e d  by t h e  s t a t e )

A c u t e :  6 d a y s  o f  d e t o x i f i c a t i o n  s e r v i c e s / y e i r

I n t e r m e d i a t e :  21 d a y s  o f  t r e a t m e n t / y e a r
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b .  Day o r  N i g h t  C o n t r o l l e d  R e s i d e n t i a l  C a r e : ( r e c o v e r y  home 

l i c e n s e d  b y  t h e  s t a t e )

30 d a y s  o f  c a r e / y e a r

c .  O u t p a t i e n t  C a r e :

up t o  45 v i s i t s  p e r  y e a r  t o  b e  p r o v i d e d  b y  a :

-  l i c e n s e d  p h y s i c i a n

-  l i c e n s e d  c o u n s e l o r

-  l i c e n s e d  c l i n i c a l  s o c i a l  w o r k e r

-  l i c e n s e d  p s y c h o l o g i s t

-  p a r a p r o f e s s i o n a l  ( w o r k i n g  u n d e r  t h e  s u p e r v i s i o n  o f  a
l i c e n s e d  p r o f e s s i o n a l )

W h i l e  u t i l i z a t i o n  o f  b e n e f i t s  was  low  d u r i n g  t h e  f i r s t  y e a r  o f  

t h e  p r o g r a m ,  t h e  r a t e  o f  i n p a t i e n t  a d m i s s i o n s  a n d  o u t p a t i e n t  v i s i t s  

d u r i n g  t h e  s e c o n d  y e a r  o f  o p e r a t i o n  i n c r e a s e d  d r a m a t i c a l l y .  R e c o v e r y  

home u s e  d u r i n g  t h e  e n t i r e  two y e a r  p e r i o d  w as  q u i t e  l o w ,  p o s s i b l y  

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

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

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

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

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

o r g a n i z a t i o n s ,  n o n - p r o f i t  s e r v i c e  p l a n s ,  a n d  p r o f i t - m a k i n g  c o m m e r c i a l  

c a r r i e r s .  F o l l o w i n g  t h e  p i l o t  t e s t ,  t h e  p r e p a i d  HMO ( K a i s e r )  d e c i d e d

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

14
p a c k a g e  a t  o n l y  a  s m a l l  i n c r e a s e  i n  p r e m i u m s .

^ ' F o r  f u r t h e r  i n f o r m a t i o n  on t h e  C a l i f o r n i a  P i l o t  T r o g r a m  s e e  (1 )  
" H i s t o r i c a l  D e v e l o p m e n t  o f  t h e  C a l i f o r n i a  T i l o t  P r o g r a m  t o  P r o v i d e  H e a l t h  
I n s u r a n c e  C o v e r a g e  f o r  A l c o h o l i s m , "  H - 2 ,  I n c . ,  R a l e i g h ,  N . C . ,  N o v e m b e r  1 9 7 5 ;
( 2 )  " A l c o h o l i s m  C a r e  U t i l i z a t i o n  a n d  C o s t s  -  C a l i f o r n i a  P i l o t  H e a l t h  I n s u r a n c e  
P r o g r a m  -  F i r s t  T w e l v e  M o n t h s , "  H - 2 ,  I n c . ,  March  1 9 7 6 ;  a n d  ( 3 )  " L o n g i t u d i n a l  
S t u d y  o f  A l c o h o l i c  P a t i e n t s  a n d  T h e i r  F a m i l i e s , "  H - 2 ,  I n c . ,  R a l e i g h ,  N . C . ,
J a n u a r y  1 9 7 7 .



S e v e r a l  y e a r s  a g o  t h e  NIAAA s p o n s o r e d  t h e  d e v e l o p m e n t  o f  a  m o d e l  

b e n e f i t  p l a n  w h i c h  d e - e m p h a s i z e d  t h e  t r a d i t i o n a l  a n d  c o s t l y  f o r m s  o f  

c a r e  u s e d  i n  a l c o h o l i s m  t r e a t m e n t . ^  The  p u r p o s e  o f  t h a t  p l a n  w a s  

t c  s e r v e  a s  a  r e s o u r c e  w h i c h  c a n  b e  u t i l i z e d  t o  d e v e l o p  a  h e a l t h  

i n s u r a n c e  p o l i c y  o r  t o  e n h a n c e  p r o v i s i o n s  o f  e x i s t i n g  p o l i c i e s .  T h i s  

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

t r a n s i t i o n a l  c a r e )  t r e a t m e n t  l o c a t i o n s  ( f a c i l i t y  o r  s e r v i c e  s e t t i n g s )  

a n d  t r e a t m e n t  a t t r i b u t e s  ( f o r m  o r  n a t u r e  o f  s e r v i c e  p r o v i d e d ,  i . e . ,  

d e t o x i f i c a t i o n ,  p s y c h o t h e r a p y ,  e t c . ) .  Minimum b e n e f i t  p r o v i s i o n s  

d e f i n e d  i n  t h e  p l a n  a r e  a s  f o l l o w s :

a .  I n p a t i e n t  C a r e :  ( l i c e n s e d  t r e a t m e n t  f a c i l i t y )

14 d a y s  i n  a n y  b e n e f i t  p e r i o d

b .  I n t e r m e d i a t e  C a r e :  ( l i c e n s e d  d a y  o r  n i g h t  h o s p i t a l )

30 d a y s  c f  c a r e  i n  an y  b e n e f i t  p e r i o d

c .  O u t p a t i e n t  C a r e :  ( l i c e n s e d  t r e a t m e n t  f a c i l i t y )

45 o u t p a t i e n t  v i s i t s  d u r i n g  a  b e n e f i t  p e r i o d

The b e n e f i t  p e r i o d  s p e c i f i e d  i n  ch e  P l a n  w a s  12 c a l e n d a r  m o n t h s .  

I t  w a s  s u g g e s t e d  t h a t  a d d i t i o n a l  c a r f :  b e y o n d  t h e  maximum s p e c i f i e d  

c o u l d  b e  s a n c t i o n e d  p r o v i d i n g  t h a t  a  s p e c i a l  g r o u p  ( c a l l e d  a  F a c i l i t y  

A u d i t  C o m m i t t e e )  r e v i e w e d  t h e  c a s e  a n d  f o u n d  t h e  p a t i e n t  s u i t a b l e  

f o r  c o n t i n u e d  t r e a t m e n t .

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

r e s o u r c e .  F o r  e x a m p l e ,  i t  s e r v e d  a s  a  b a s i s  f o r  d e v e l o p m e n t  o f  t h e

3. Model Benefit Plan

JJ. B. Hallan, "Health Insurance Coverage for Alcoholism: Proposed
Benefit Provisions," Report prepared for the National Institute cn Alcohol
Abuse and Alcoholism, 1973.



b e n e f i t  p l a n  u s e d  i n  t h e  C a l i f o r n i a  P i l o t  P r o g r a m  ( s e e  a b o v e )  a n d  

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

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

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

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

4 .  S t a t e  L e g i s l a t i o n  a n d  H e a l t h  I n s u r a n c e  C o v e r a g e  f o r  A l c o h o l i s m

As w a s  m e n t i o n e d  e a r l i e r  a  n u m b e r  o f  s t a t e s  h a v e  t a k e n  o r  a r e  

c o n s i d e r i n g  l e g i s l a t i v e  a c t i o n s  t o  e i t h e r  m a n d a t e  o r  d e f i n e  i n s u r a n c e  

c o v e r a g e  f o r  a l c o h o l i s m .  T h e r e  h a s  b e e n  a  r a p i d  g r o w t h  i n  s t a t e  l e g i s ­

l a t i v e  a c t i v i t y  s i n c e  1 9 7 4 ,  w i t h  24 s t a t e s  c o n s i d e r i n g  som e  f o r m  o f  

a c t i o n  b e t w e e n  J a n u a r y  1 9 7 5  a n d  M a r c h  1 9 7 6 .  Cu e n t l y ,  l e g i s l a t i o n  

h a s  p a s s e d  i n  16 s t a t e s  a n d  i s  p e n d i n g  i n  a n  a d d i t i o n a l  13  s t a t e s .

Such  l e g i s l a t i o n  e i t h e r  o u t r i g h t  m a n d a t e s  t h e  n a t u r e  a n d  e x t e n t  o f  

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

w h i c h  m u s t  b e  p r o v i d e d  b y  t h e  c a r r i e r .

T a b l e  12 p r o v i d e s  some d e t a i l s  o f  l e g i s l a t i o n  w h i c h  h a s  b e e n  

e n a c t e d  b y  t h e  s t a t e s .  N o t e  vh a t  w h i l e  11 o f  t h e  16 s t a t e s  c o v e r  

i n p a t i e n t  c a r e ,  o n l y  7 p r o v i d e  f o r  o u t p a t i e n t  c a r e .  T h e r e  i s  a l s o  a  

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

by  t h e  s t a t e s .  I n p a t i e n t  c a r e  l i m i t s  r a n g e  . f r o m  a  l o w  o f  10 d a y s  p e r  

b e n e f i t  p e r i o d  ( u s u a l l y  a  y e a r )  t o  some 70 d a y s .  R e g r e t a b l y ,  m o s t  

s t a t e s  w h i c h  h a v e  e n a c t e d  s u c h  l e g i s l a t i o n  c o v e r  o n l y  g r o u p  c o n t r a c t s .  

F i n a l l y ,  e i g h t  o f  t h e  s t a t e s  w i t h  l e g i s l a t i o n  h a v e  d e t e r m i n e d  t h a t  

a l c o h o l i s m  t r e a t m e n t  b e n e f i t s  w i l l  a c t u a l l y  b e  m a n d a t o r y ;  t h e  r e m a i n i n g  

e i g h t  s t a t e s  m e r e l y  r e q u i r e  t h a t  i n s u r a n c e  c a r r i e r s  o f f e r  t h e  b e n e f i t a  

t o  p o t e n t i a l  p u r c h a s e r s .
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Summary o f  H e a l t h  I n s u r a n c e  C o v e r a g e  f o r  A l c o h o l i s m  T r e a t m e n t  
i n  E x i s t i n g  S t a t e  L e g i s l a t i o n

D e s c r i p t i o n  No .  o f  S t a t e s

( 1 )  S t a t e s  w i t h  e n a c t e d  l e g i s l a t i o n  16

( C o l o r a d o ,  C o n n e c t i c u t ,  H a w a i i ,  I l l i n o i s ,  L o u i s i a n a ,
M a s s a c h u s e t t s ,  M i c h i g a n ,  M i n n e s o t a ,  M i s s i s s i p p i ,
N e v a d a ,  N o r t h  D a k o t a ,  O r e g o n ,  S o u t h  D a k o t a ,  T e n n e s s e e ,
W a s h i n g t o n ,  a n d  W i s c o n s i n )

( 2 )  S t a t e s  w h i c h  s p e c i f i c a l l y  c o v e r  i n p a t i e n t  c a r e  11

( C o l o r a d o ,  C o n n e c t i c u t ,  H a w a i i ,  L o u i s i a n a ,  M a s s a c h u s e t t s ,
M i n n e s o t a ,  N e v a d a ,  N o r t h  D a k o t a ,  O r e g o n ,  S o u t h  D a k o t a ,  
an d  W i s c o n s i n )

( 3 )  S t a t e s  w h ' c h  s p e c i f i c a l l y  c o v e r  o u t p a t i e n t  c a r e  7

( C o l o r a d o ,  H a w a i i ,  M a s s a c h u s e t t s ,  M i n n e s o t a ,  N e v a d a ,
O r e g o n ,  a n d  W i s c o n s i n )

( 4 )  S t a t e s  w h i c h  s p e c i f i c a l l y  c o v e r  o t h e r  f o r m s  o f  c a r e  2

( W i s c o n s i n  a n d  N o r t h  D a k o t a )

( 5 )  S t a t e s  w h i c h  s p e c i f y  t h a t  b e n e f i t s  s h a l l  b e  t h e  sam e a s  2
t h o s e  f o r  o t h e r  c o n d i t i o n s

( H a w a i i  a n d  M i s s i s s i p p i )

( 6 )  R an g e  o f  i n p a t i e n t  b e n e f i t s :

( a )  D a y s  o f  c a r e  1 0 - 7 0  d a y s / b e n e f i t  p e r i o d

( b )  $ b e n e f i t s  $ 5 0 0 - $ 1 0 0 0 / b e n e f i t  p e r i o d
O r e g o n  = $ 2 5 0 0  m a x / 36 m o n t h s

Table 12

( 7 )  S t a t e s  c o v e r i n g :

( a )  G ro up  c o n t r a c t s  16

(b )  I n d i v i d u a l  c o n t r a c t s  1

( 8 )  S t a t e s  w i t h  m a n d a t o r y  a l c o h o l i s m  t r e a t m e n t  b e n e f i t s  8

(9 )  S t a t e s  w i t h  o p t i o n a l  a l c o h o l i s m  t r e a t m e n t  b e n e f i t s  7



S e v e r a l  a s p e c t s  o f  t h i s  l e g i s l a t i o n  s h o u l d  b e  o f  i n t e r e s t  a n d / o r  

c o n c e r n  t o  o c c u p a t i o n a l  p r o g r a m m i n g  p e r s o n n e l .  F i r s t , i t  i s  a p p a r e n t  

t h a t  l e g i s l a t i v e l y  m a n d a t e d  o r  d e f i n e d  h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  

a l c o h o l i s m  i s  b e c o m i n g  p o p u l a r  am ong  t h e  v a r i o u s  s t a t e s .  L e g i s l a t i v e  

t r e n d s  t o  d a t e  s u g g e s t  t h a t  a  l a r g e  m a j o r i t y  o f  t h e  s t a t e s  w i l l  e n a c t  

o r  c o n s i d e r  s u c h  l e g i s l a t i o n  i n  t h e  n e a r  f u t u r e .  S e c o n d , l e g i s l a t o r s  

who a r e  i n t e r e s t e d  o r  e n g a g e d  i n  d e v e l o p m e n t  o f  t h i s  t y p e  o f  l e g i s ­

l a t i o n  f r e q u e n t l y  h a v e  p o o r  i n f o r m a t i o n  u p o n  w h i c h  t o  b a s e  l e g i s l a t i v e  

p r o p o s a l s .  C u r r e n t l y ,  t h e r e  i s  n o  s i n g l e  s o u r c e  o f  i n f o r m a t i o n  n o r  

u n i f o r m  l e g i s l a t i o n  u p o n  w h i c h  t o  b a s e  t h e i r  l e g i s l a t i v e  p r o p o s a l s .  

T h i r d , p a s s e d  an d  p e n d i n g  b i l l s  may b e  c h a r a c t e r i z e d  b y  t h e i r  l a c k  o f  

u n i f o r m i t y — a  s i t u a t i o n  w h i c h  may c o m p l i c a t e  t h e  o p e r a t i o n s  o f  i n t e r ­

s t a t e  c a r r i e r s .  F o u r t h , amon g t h o s e  s t a t e s  w i t h  e n a c t e d  l e g i s l a t i o n  

t h e r e  now e x i s t s  a  minimum l e v e l  o f  c o v e r a g e  w h i c h  mus_t b e  p r o v i d e d  

t o  b e n e f i c i a r i e s  r e g a r d l e s s  o f  t h e  i n s u r a n c e  v e n d o r .  F i f t h ,  n o t  a l l  

l e g i s l a t i o n  m a n d a t e s  i n s u r a n c e  c o v e r a g e  f o r  a l c o h o l i s m .  F r e q u e n t l y ,  

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

m e n t  o f  s u c h  c o v e r a g e .  S i x t h , s t a t e  e x p e r i e n c e s  i n  d e v e l o p i n g  a n d  

e n f o r c i n g  m a n d a t e d  h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  a l c o h o l i s m  t r e a t m e n t  

m a y ' p r o v i d e  i n s i g h t s  u s e f u l  i n  t h e  f o u n d a t i o n s  o f  n a t i o n a l  h e a l t h  

i n s u r a n c e .  F i n a l l y ,  o c c u p a t i o n a l  p r o g r a m m i n g  p e r s o n n e l  a r e  i n  a  

u n i q u e  p o s i t i o n  t o  a d v i s e  l e g i s l a t o r s  a b o u t  d e f i c i e n c i e s  i n  c o v e r a g e  

p r o v i d e d  by c a r r i e r s  o p e r a t i n g  i n  t h e i r  r e s p e c t i v e  s t a t e s  a n d  t o  

p r o v i d e  t h e m  w i t h  i n f o r m a t i o n  u s e f u l  i n  t h e  d e v e l o p m e n t  a n d  f o r m u l a t i o n  

o f  l e g i s l a t i o n .
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A m a j o r  c o n c e r n  o f  h e a l t h  i n s u r a n c e  c a r r i e r s  i n  t h e  d e v e l o p m e n t  

o f  h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  a l c o h o l i s m  t r e a t m e n t  h a s  b e e n  

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

p e r s o n n e l  p r o v i d i n g  t r e a t m e n t .  T h e  c o n c e r n  s t e m s  f r o m  t h e  t r a d i t i o n a l  

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

u n l e s s  p r o v i d e d  i n  a n  a c c r e d i t e d  h o s p i t a l  by  a  p h y s i c i a n .  As  a  

r e s u l t ,  i n s u r a n c e  p o l i c i e s  f r e q u e n t l y  s e v e r e l y  l i m i t  o r  o u t r i g h t  

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

a  h o s p i t a l  a n d / o r  i f  p r o v i d e d  b y  a  n o n - p h y s i c i a n .  S u c h  r e s t r i c t i o n s  

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

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

u t i l i z a t i o n  o f  t h e  m o r e  e x p e n s i v e  ( a n d  o f t e n  t h e  l e a s t  a p p r o p r i a t e )  

f o r m s  c f  c a r a .  F e d e r a l  a n d  s t a t e  g o v e r n m e n t s  a n d  c e r t a i n  c a r r i e r s  

h a v e  b e g u n  t o  s e e k  r e s o l u t i o n s  i n  t h i s  i s s u e .  F i r s t ,  t h e  NIAAA 

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

u n d e r  a c o n t r a c t  w i t h  t h e  J o i n t  C o m m i s s i o n  nil A c c r e d i t a t i o n  o f  

H o s p i t a l s  (J C A H ). W i t h  t h e s e  s t a n d a r d s  t h e  JCAH b e g a n  a  p r o g r a m  t o  

a c c r e d i t  f a c i l i t i e s ;  a n d  t o  d a t e  some 3 00  f a c i l i t i e s  a c r o s s  t h e  

U n i t e d  S t a t e s  h a v e  b e e n  e x a m i n e d  an d  d u l y  a c c r e d i t e d .  S e c o n d ,  t h e  

NIAAA h a s  e n c o u r a g e d  a  c o a l i t i o n  o f  p r o f e s s i o n a l  o r g a n i z a t i o n s  I. 

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

p e r s o n n e l  i n  t h e  t r e a t m e n t  o f  a l c o h o l i s m .  T h e  i n t e n t  o f  s u c h  a  

c o a l i t i o n  w o u ld  b e  t o  d e v e l o p  a  m ean s  f o r  t h e  f o r m a l  r e c o g n i t i o n  o f  

a l c o h o l i s m  t r e a t m e n t  p e r s o n n e l .  T h i r d ,  v a r i o u s  s t a t e s  t h r o u g h  t h e i r  

own l e g i s l a t i v e  a c t i v i t i e s  ( s e e  t h e  p r e v i o u s  s e c t i o n )  h a v e  s p e c i f i e d

5. Accreditation and Licensing



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

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

t h a t  s t a t e .  F i n a l l y ,  s e v e r a l  i n t e r s t a t e  c a r r i e r s  n a v e  b e g u n  t o  

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

i f  t h e  f a c i l i t y / s e r v i c e  p r o v i d i n g  s u c h  c a r e  h a s  b e e n  d u l y  a p p r o v e d  

b y  t h e  c a r r i e r .

I n  s p i t e  o f  t h e s e  a c t i o n s ,  i t  i s  n o t  uncommon a t  t h i s  p o i n t  i n

t i m e  t o  f i n d  i n s u r a n c e  c a r r i e r s  who a r e  l e t h a r g i c  i n  t h e i r  r e c o g n i t i o n

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

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

a  l e n g t h y  p r o g r a m  o f  m a r k e t i n g  an d  s e l l i n g  t o  i n s u r a n c e  c a r r i e r s  may

16
b e  n e c e s s a r y  b e f o r e  e f f e c t i v e  r e i m b u r s e m e n t  i s  a c h i e v e d .
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IV. ALTERNATE STRATEGIES FOR DEVELOPING HEALTH INSURANCE COVERAGE

S e v e r a l  a l t e r n a t i v e  s t r a t e g i e s  may b e  e m p l o y e d  b y  o c c u p a t i o n a l  p r o ­

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

f o r  a l c o h o l i s m  c a r e .  E a c h  s t r a t e g y  h a s  a s  a  g o a l  i n c r e a s i n g  c o v e r a g e  o r  

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

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

o r  c a r r i e r s  t h e m s e l v e s .

The f i r s t  a l t e r n a t i v e  s t r a t e g y  i s  t o  c o n v i n c e  c a r r i e r s  t o  v o l u n t a r i l y  

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

s p e c i f i c a l l y  i n  t h e  p o l i c i e s  t h e y  o f f e r ,  o r  r e m o v i n g  b a r r i e r s  w h i c h  e x c l u d e  

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

m o s t  d i f f i c u l t ,  i s  f e a s i b l e .  C a r r i e r s  a r e  h i s t o r i c a l l y  c o n s e r v a t i v e  i n  

e x t e n d i n g  c o v e r a g e ,  p a r t i c u l a r l y  i n  t h e  c a s e  o f  a l c o h o l i s m  c a r e  f o r  w h i c h  

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

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

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

i s  a  s t r e e t  bum o r  p u b l i c  i n e b r i a t e .

W h i l e  e i t h e r  i n c r e a s e d  a w a r e n e s s  an d  s o p h i s t i c a t i o n  o f  a  k e y  d e c i s i o n  

m a k e r  w i t h  o n e  o r  m o re  h e a l t h  i n s u r a n c e  c o m p a n i e s  may p r o d u c e  t h e  d e s i r e d  

c o v e r a g e ,  a  m a j o r  f a c t o r  f o r  v o l u n t a r y  c o v e r a g e  w i l l  b e  t h a t  o f  c o m p e t i t i o n  

b e t w e e n  c a r r i e r s .  I n c r e a s e d  s a l e s  b y  a  c o m p e t i t o r  who i s  m o r e  r e s p o n s i v e  

t o  c o n s u m e r  d em an d s  f o r  h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  a l c o h o l i s m  t r e a t m e n t  

may b e  a  m o t i v a t i n g  f a c t o r  o f  f a r  g r e a t e r  s i g n i f i c a n c e  t h a n  c o r p o r a t e  s o c i a l  

r e s p o n s i b i l i t y .  I n  g e n e r a l ,  t h e  t e r m  f o r  e m p l o y i n g  t h i s  s t r a t e g y  i s  " c r e a t e  

c o m p e t i t i o n . "



The f o l l o w i n g  s t e p s  a r e  s u g g e s t e d  f o r  o c c u p a t i o n a l  p r o g r a m m i n g  p e r s o n n e l  

i n  e m p l o y i n g  t h i s  s t r a t e g y :

1 .  R e v i e w  c u r r e n t  h e a l t h  i n s u r a n c e  p r a c t i c e s  o f f e r e d  b y  i n s u r a n c e  

c a r r i e r s  i n  t h e  s t a t e  t o  d e t e r m i n e  i f  c o v e r a g e  f o r  a l c o h o l i s m  i s  

a d e q u a t e  o r  i n  n e e d  o f  i m p r o v e m e n t .  C o m p are  c u r r e n t  c o v e r a g e  w i t h  

t h e  " m o d e l "  b e n e f i t  p l a n  r e c o m m e n d e d  b y  NIAAA o r  a  g o o d  p l a n  o f f e r e d  

i n  a n o t h e r  s t a t e .

2 .  D e v e l o p  n o t  o n l y  a n  u n d e r s t a n d i n g  o f  w h a t  c o v e r a g e  i s  a v a i l a b l e  

b u t  a l s o  w h a t  c a n  b e  made a v a i l a b l e  t h r o u g h  m a r k e t p l a c e  c o m p e t i t i o n .

E a c h  h e a l t h  i n s u r a n c e  co m p an y  s h o u l d  b e  c o n t a c t e d  i n d i v i d u a l l y  ( e i t h e r  

b y  a n  OPC o r  a  g r o u p  p u r c h a s e r )  t o  n e g o t i a t e  f o r  a n  i n c r e a s e  i n  c o v e r a g e  

Rem ind  t h e  co m p an y  t h a t  t h e r e  a r e  o t h e r  c a r r i e r s  who c a n  b e  c o n t a c t e d  

a n d  p o i n t  o u t  t h a t  l a r g e  g r o u p  p u r c h a s e r s  may go t o  t h o s e  c a r r i e r s .

3 .  P r e p a r e  a p l a n  f o r  b r i n g i n g  c u r r e n t  e m p l o y e e  b e n e f i t  p o l i c i e s  

i n  g i v e n  i n d u s t r i e s  up t o  a t  l e a s t  a  min imum l e v e l .

4 .  E n c o u r a g e  g r o u p  p u r c h a s e r s  t o  s h o p  a r o u n d  a n d  l e t  c a r r i e r s  know 

t h a t  t h e y  a r e  d o i n g  s o .

T h i s  s t r a t e g y  i s  m o r e  l i k e ’ v  t o  w o r k  when u s e d  i n  c o n j u n c t i o n  w i t h  some o f  

t h e  o t h e r  s t r a t e g i e s  w h i c h  f o l l o w .

A s e c o n d  s t r a t e g y  i s  t o  e n c o u r a g e  m a j o r  p u r c h a s e r s  o f  h e a l t h  i n s u r a n c e  

dem and  a l c o h o l i s m  c o v e r a g e .  T h i s  s t r a t e g y  c a n  b e  m o s t  e f f e c t i v e  b e c a u s e  

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

c o n t i n u o u s l y  s e e k i n g  b e t t e r  f r i n g e  b e n e f i t s .  Recommended  s t e p s  i n  t h i s  

s t r a t e g y  i n c l u d e :

1 .  L o c a t e  t h e  l a r g e s t  e m p l o y e e  g r o u p s  i n  t h e  s t a t e ,  i n c l u d i n g  

b o t h  p u b l i c  o r  p r i v a t e  e m p l o y e e  g r o u p s ,  a n d  d o c u m e n t  t h e  n a t u r e  o f
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a l c o h o l i s m  t r e a t m e n t  i n s u r a n c e  c o v e r a g e .

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

o r  c h a n g e s  i n  c o v e r a g e  p r o v i d e d  u n d e r  c u r r e n t  p l a n s .

3 .  C o n t a c t  r e p r e s e n t a t i v e s  o f  t h e  e m p l o y e e  g r o u p s ,  r e v i e w  t h e

p l a n ,  an d  show why t h e  i n c r e a s e  i s  b o t h  n e e d e d  a n d  i s  d e s i r a b l e  f o r  

t h e i r  m e m b e r s .  I f  s p e c i f i c  i n f o r m a t i o n  i s  a v a i l a b l e  a b o u t  t h e  e x t e n t  

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

g r o u p ,  t h i s  may h e l p  e s t a b l i s h  t h e  c a s e .  H o w e v e r ,  e s t a b l i s h i n g  d i r e c t  

r a p p o r t  a n d  c r e d i b i l i t y  i n  t h e  p r e s e n t a t i o n  i s  t h e  m a j o r  f a c t o r .  I n  

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

w i l l  b e  t h e  s t a t e  g o v e r n m e n t .  I f  t h e  OPC i s  s t a t e - e m p l o y e d ,  i t  i s  

p o s s i b l e  t o  p r e s s  t h e  c a s e  a s  a n  e n l i g h t e n e d  m em ber  a n d  a s  a  p r o ­

f e s s i o n a l .

A. S u g g e s t  s p e c i f i c  a c t i o n  s t e p s  f o r  t h e  e m p l o y e e  r e p r e s e n t a t i v e s

i n  d e m a n d i n g  c o v e r a g e .

A t h i r d  a l t e r n a t i v e  s t r a t e g y  i s  t o  e n c o u r a g e  t h e  e n a c t m e n t  o f  m a n d a t e d  

h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  a l c o h o l i s m  t r e a t m e n t  b y  t h e  s t a t e  l e g i s l a t u r e .  

C u r r e n t l y ,  t h e r e  a r e  16 s t a t e s  w i t h  l e g i s l a t i o n  w h i c h  r e q u i r e s  t h a t  a n y  

h e a l t h  i n s u r a n c e  c a r r i e r  o f f e r i n g  c o v e r a g e  i n  t h a t  s t a t e  m u s t  i n c l u d e ,  o r  a t  

l e a s t  p r o v i d e  a s  a n  o p t i o n ,  c o v e r a g e  o f  a l c o h o l i s m  t r e a t m e n t .  T h i s  s t r a t e g y  

w i l l  i n v o l v e  t h e  p r e p a r a t i o n  o f  d a t a  a n d  t e s t i m o n y  a n d  m o s t  l i k e l y  t h e  

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

o f  l e g i s l a t o r s .  S i n c e  l e g i s l a t o r s  a r e  e l e c t e d  o f f i c i a l s ,  t h e y  a r e  l i k e l y  

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

e m p l o y e e s  an d  t h e i r  r e p r e s e n t a t i v e s .  T he  s t e p s  i n  t h i s  s t r a t e g y  i n c l u d e :

1 .  C o n t a c t  a  l e g i s l a t o r  l i k e l y  t o  b e  s y m p a t h e t i c ,  b a s e d  on  p r i o r  

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

H



a l c o h o l i s m .

2 .  P r e p a r e  ( b e f o r e  t h e  f i r s t  m e e t i n g  w i t h  t h e  l e g i s l a t o r )  m o d e l  

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

t o  t h e  e x i s t i n g  s t a t u t e s  c o n c e r n i n g  h e a l t h  i n s u r a n c e .  Be i n f o r m e d ,  

u n d e r s t a n d  t h e  c u r r e n t  s t a t u t e s ,  b e  a w a r e  o f  a c t i v i t i e s  i n  o t h e r  s t a t e s  

w i t h  s i m i l a r  i n t e r e s t s  a n d  o f  s i m i l a r  s i z e ,  a n d  p r o v i d e  i n f o r m a t i o n  

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

s t a t e .

3 .  Work o u t  a  s t r a t e g y  w i t h  t h e  l e g i s l a t o r  f o r  i n t r o d u c i n g  t h e  

b i l l  i n t o  a n  u p c o m i n g  o r  c u r r e n t  l e g i s l a t i v e  s e s s i o n *

4 .  Be p r e p a r e d  f o r  t e s t i m o n y  a n d  f o r  o r g a n i z i n g  t h e  t e s t i m o n y  o f  

o t h e r s .  A f a c t  s h e e t  a n d  s u g g e s t e d  w r i t e  up  o f  t h e  t e s t i m o n y  c o u l d  

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

l i k e l y  t o  t e s t i f y  t h e m s e l v e s  f o r  t h e  l e g i s l a t i o n .

5 .  C o n t a c t  e m p l o y e e  r e p r e s e n t a t i v e s  a n d  e n c o u r a g e  t h e m  t o  t e s t i f y  

a n d / o r  t o  e x e r t  i n f l u e n c e  o n  t h e  l e g i s l a t u r e  i n  f a v o r  o f  t h e  b i l l .

I n  g e n e r a l ,  f u n c t i o n  a s  a  s t a f f  s u p p o r t  f o r  t h e  k ey  l e g i s l a t o r ( s )

7ho a r e  p r o m o t i n g  t h e  b i l l .  Good s t a f f  w o r k  w i l l  b e  v e r y  b e n e f i c i a l

i n  a s s u r i n g  r a p i d  p a s s a g e  o f  t h e  b i l l  t h r u u g h  t h e  l e g i s l a t i v e

c h a n n e l s .  W h i l e  t h e  i n i t i a l  p i e c e  o f  l e g i s l a t i o n  p r o p o s e d  may b e  

t h e  m o s t  d e s i r e d ,  b e  p r e p a r e d  t o  c o m p r o m i s e  a n d  a c c e D t  a  m o r e  

r e s t r i c t e d  v e r s i o n .  On ce t h e  c u r r e n t  l a w s  h a v e  b e e n  a l t e r e d  t o  

r e q u i r e  a l c o h o l i s m  c o v e r a g e  o f  some t y p e ,  i t  i s  e a s i e r  i n  s u b s e q u e n t  

s e s s i o n s  t o  l o b b y  f o r  i n c r e a s e d  c o v e r a g e  an d  t o  b r e a k  down b a r r i e r s  

I m p o s e d  b y  h e a l t h  i n s u r a n c e  c a r r i e r s .
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CONCLUSION

This study has shown that the direct health care costs associated 
•with alcohol abuse are a significant portion of the total health 
care costs in Central Maryland.

The study has estimated the associated costs of alcohol abuse in 
four settings; general hospitals, state hospitals, physicians 
offices, and public clinics. In these settings approximately 
$187,567,272 were spent for alcohol related health care in 1977 
for the residents of Central Maryland. The additional costs 
associated with other settings have yet to be calculated.

SUMMARY OF COSTS BY SETTING

SETTING

Hospital
General
itate

Physicians 
Community Programs 

Sub-Total

Nursing Homes
Pharmacy
Other
Social Services A Counselling 

Total

COSTS

$157,290,027 
13,043,576 

$170,333,603 
15,005,993 
2,227,676 

$187,567,272

There .are several implications of this report. They include:

1. That alcohol abuse as a disease is an expensive drain on 
health resource of the entire population.

2. That as in other illnesses, alcohol is currently being 
treated primarily in hospital settings; and then as an 
end-stage medical crisis rather than in its -'arly stages.

3. That third-party payors (both private and public) are 
currently paying for alcohol abuse under other diagnostic 
labels.



P U R P O S E

This paper is an attempt to quantify the direct health 
care costs due to or associated with alcohol abuse in 
Central Maryland residents for one year.

HETHODOLOrV

At the outset it must be noted that it is difficult to 
precisely assess alcohol related health cost since in 
many cases alcohol abuse is not listed as the primary 
diagnosis. The studies discussed in this paper sought 
to overcome this problem by developing estimates based 
on either direct clinical surveys of inpatient records 
or direct surveys of providers. While this method is 
still flawed -and most likely underestimates the involve­
ment of alcohol in such health specialties as orthope­
dics and emergency/trauma admission, the methodology is 
best available.

The formal literature on this question is limited; 
basically, there is one major study on the subject 
which represents the "state of the art". The study', 
entitled "The Economic Cost of Alcohol Abuse - 1975", 
developed under contract for NIAAA*, by Ralph Berry, 
etal, uses a combination of literature review and 
direct clinica1 survey of physicians and health care 
institutions to estimate the amount of health care 
used by alcohol abusers. While the NIAAA study sought 
to examine costs in a variety of settings, this study 
has been limited to those.costs in only four settings, 
general hospital, state hospitals, physicians offices, 
and publicly supported alcoholism programs.

The primary methodology used in the hospital survey's 
was an interview with the patient or patient's rela 
tive. In addition, treatment histories were taken 
which noted past medical problems usually associated 
with alcohol such as cirrhsis or pancreatitis. Con­
cerning hospital based data, eight separate studies 
were reviewed and their findings were compiled.
Appendix 1 summarizes those studies and their findings.

In the area of physician's out-patient visits, there 
was essentially only one study (Jones & Helrich) 
undertaken in 1970. This study involved 13,000 general 
practitioners, osteopaths, internists, and psychiatrists, 
and consisted of a survey of their patient mix. Unfortunately 
the information gathered in this study was open to some question 
since it concentrated on primary diagnosis. To offset 
some of the difficulties of this earlier work the Berry 
report was forced to rely heavily on the special experts' 
survey undertaken in 1974. The survey's conclusion re­
garding physicians utilization are provided in Appendix 2.



alcohol abuse. The experts were prominent researchers 
or clinicians and were surveyed through th«- use of a 
structured questionnaire.

This panel tended to independently confirm the research 
findings. Appendix table 3 provides a summary of the 
p a n e l’s conclusion.

Based on these studies, the CMHSA applied the averaged 
estimates of alcohol related abuse to the local health 
system and calculated out the costs of these services 
based on either the known or estimated cost per unit 
of service.

ANALYSIS:

NATIONAL

Nationwide hospital costs make up the largest single portion of 
health care costs. The Berry study concentrated its analysis on 
this treatment setting.

I
T^e ocrry study reported that the number of alcohol related in­
patient days varied by the soci-economic status of the hospitals 
service area. The range was 37 percent for low income communities, 
13 percent for middle income communities, and 17 percent for high 
income areas. The mean number of inpatients with alcohol-related 
illness was 20 percent of all hospital patient days.

As noted in the methodology section, Berry compared these research 
findings to a survey of national experts (Appendix 3). The experts 
independently confirm the range of the research findings, and on 
average projected that 22.57o of all general hospital inpatient days 
are alcohol-related.

Nationwide, it is estimated that 42.3 billion dollars were spent 
for hospital care (approximately 40 percent of all personal health 
care dollar (Appendix 4).

Applying the national average of alcohol-related general hospital 
in-patient costs (20% of totai) to the national totals of general 
hoapitals costs results in a projected expenditure of 8.5 billion 
dollars for alcohol related hospital stays in 1975.

s

Using a similar mode of analysis in the area physicians office 
visits, the Berry study found that physician utilization by alcohol 
abuse patients ranged from 4.1 to 17 percent of all office visits.



However, since not all visits by alcohol abusers are necessarily 
caused by the alcohol abuse, the study sought to further refine 
this range be determining what percentage of visits actually re­
sulted from the alcohol abuse and therefore could be identified 
as excess utilizarion of health services attributable to alcohol 
a b u s e .

The method of calculating of excess utilization was to determine 
the average number of out-patient visits by alcohol abusers and 
to subtract the average number of out-patient visits from non­
alcohol abusers. The difference is the number of excess out­
patient visits for alcohol abusers. This is then multiplied to 
the extim^ted number of alcohol abusers. (Mo^t national estimates 
place the number around 10 million people.)
The Berry Study (based on the special survey of experts and the 
earlier work of Jones & Helrich) concluded that alcohol abusers 
average 8.5 ambulatory visits per year, non-alcoholics average
5.1 such visits, therefore, 3. A visits for abusers are considered 
excessive. Thus, alcoholics cause some thirty-four million excess 
visits per year. Excess costs, according to Berry, thus amount 
to some $734 million (assuming an average cost pe r  visit of approxi­
mately $2 1).
A  similar method for calculating excess costs was co determine 
pre-capital out-patient costs of alcohol abusers minus the pre­
capital out-patient costs of non-alcohol abusers. The difference 
is cost attributable to alcohol abuse.

Using tbe upper range of the Berry Study, an estimated 17 percent 
of an average physician's practice involves alcoholics. Seventeen 
percent of the $17.9 million spent for physician's services by 
adults in 1975 is $3.0 billion. Thus, alcoholics spent an overage 
of $300.00 per capita for the year. Non-alcoholics averaged only 
$102.62 per capita in 1975 ($14.9 billion in costs and 145.2 million 
population). Thus, alcoholics averaged $197.38 per person in excess 
of non-alcoholics. Total alcohol-related excess expenditures are 
estimated at 1.97 billion (Appendix 2).

The Berry Study in effort to reconcile the difference between cal­
culating costs by number of visits or by costs pe r  capita selected 
the mid-point of the range and used 1 . 3 billion dollars as excess 
cat-patient costs associated with alcohol abuse in 1975. This is 
approximately 7.3 percent of all out-patient costs.

CENTRAL MARYLAND

In applying this methodolgoy to the local population and health 
care systems, the CMHSA sought to quantify local direct health 
care cost attributable t alcohol abuse.
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I N - P A T I ENT S E T T I N G S

As Central Maryland comprises approximately 1 percent of the country's 
population, it is possible to use this as a base for calculating 
local figures. In this case, the estimate for hospital care expendi­
tures related to alcohol abuse would be one percent of the national 
estimates or about $84 million for Central Maryland.

However, to get a more refined estimate, the CMHSA returned to the 
literature used in the original study. P.y classifying local hospi­
tals according to high, middle, or lower income patient populations, 
threa sub-totals of prevalence were calculated. These various pre­
valence rates reflect the lelationship of alcohol abuse to socio­
economic conditions in a community.

The hospitals in the Central Maryland area were classified by the 
health planning districts in which they are locatec along the 
following median family income categor'es: High: over $12,000;
middle: $10,000 to $12,000; lower: under $10,000. The national
percentages were then applied to local in-patient revenue for each 
hospital expenditure.* This fig.ire derived is slightly over 
$157 million (Table 1). This represents approximately 28 percent 
01 aI5 in-patient revenue.

In addition, for comparison the CMHSA applied the average estimates 
of the NIAAA alcoholism experts survey (22. 5 percent of all in­
patient days) and found that using this method over $124 million 
were attributed to alcohol abuse (Table 1).

*The range for hospital days associated with alcohol-abuse was:

High: 17 percent; middle: 15 percent and low: 37 percent
(for a more detailed review of the literature, see Appendix 
Table 1).



Hospital

• Estimates of A cu te  Hospital Care Costs Related to Alcohol Abuse 
By Hospital, Central Maryland, 1977.

NIAAA Expert One Percent of
Revenue Attributable to Opinion (22.57. National hospita
Alcohol Abuse based on of all inpatient costs associated

___________Inpatient Revenue 1 NIAAA Clinical Survey days)_________________to alcohol abuse

TOTAL

High
GBMC
Saint Joseph 
Ealtimore County 
Howard County

Middle
Franklin Square 
Anne Arundel General 
North Arundel 
Harfcrd Memorial 
Falls ton General 
North Charles General 
Union Memorial 
Good Samaritan 
Carroll County General 
Sinai

Low
Baltimore City 
Saint Agnes
South Baltimore General
Bon Secours
Lutheran
Provident
University
Mercy
Maryland General 
Church
Johns Hopkins

$559,891,458

$26,041,200
24,116,000
10,666,860
4,892,185

20,927
12,676
12,590
11,254
9,911

10,436
30,909
11,799
5,214

38,749

,400
,327
,927
,930
,564
,400
,300
,100
,035
,500

20,227,390 
28,704,357 
24,055,140 
13,088,980 
13,819,600 
18,389,413 
50 082,186 
21,239,500 
25,881,436 

' 22,328,812 
91,888,516

$157,290,027

4,479,086
4,147,952
1,834,700

841,456

3,074 
1,862 
1,849 
1,633 
1,456 
1,533 
4,540 
1,733 

765 
5,692

,233
,152
,607
.349
,009
,107
,576
,238.
,942
,301

7,474
10,606
8,888
4,836
5,106
6,794

18,505
7,847
9,563
8,250

33,952

,021
,260
,374
,378
,342
,888
,368
,995
,191
,496
,954

$124,655,492

5,859,270
5,426,100
2,400,043
1,100,741

4,604
2,852
2,832
2,532
2,180
2,296
6,954
2,595
1,147
8,524

,028 
,173 
,958 
, 359 
,544 
,008 
,592 
,802 
,087 
,890

4,551
6,314
5,292
2,945
3,109
4,137

11,268
4,778
5,823
4,912

20,215

, 162 
,958 
,130 
,020 
,410 
.617 
,491 
,887 
,323 
,338 
,561

$84,000,000

•^Disclosure of Hospital financial and Statistical Data, HSCRC, February 1, 1978



Independent of which methodology is used, it is clear that alcohol 
abuse is a significant expense within our region.

Table 2 attempts to identify the source of payments for alcohol re­
lated general hospital in-patient costs using the Berry Study method­
ology. Appendix table 5 presents costs and source of payments for 
just the primary diagnosis, alcohol intoxification. This table is 
presented to illustrate how the data is organized. Other diagnosis 
for which the costs were not broken out, but which are highly cor­
related with alcohol abuse are presented in Appendix table 6 .

Costs Attributed to Alcohol Abuse 
by Source of Payment

TABLE 2

Total General 
Hospital Costs

Costs Attributed 
to Alcohol Abuse

Estimate 
Blue Cross 
Payments

Estimate 
Medical ? 
Assi stance Othe^

$559,891,458 $157,290,027 $51,905,708 $22,899,786 $82,484

L

^Based on an assumed 33 percent share of service.

O 1
Based on the application of estimates of prevalence of alcohol 
related disorders by institution pro-rated against total Medical 
Assistance payment. Appendix VII provides data in greater detail.



In addition to those patients admitted to general hospitals, 2,392 
Central Maryland patients were admitted for alcohol intoxication to 
State hospitals at a cost of approximately $13,043,576.

TABLE 3

ADMISSIONS TO STATE HOSPITALS 
FOK ALCOHOL INTOXICATION BY JURISDICTION, CENTRAL MARYLAND, 1976

Alcohol
Jurisdiction Admission

Central Maryland 2,392
Anne Arundel

County 264
Baltimore City 1,691

I 727
II 211
III 4£
IV 162
j 446
VI 70
VII 27

Baltimore County 30£
Carroll County 31
Harford County 43
Howard County 57

Total Percent
Admissions Alcoholism

8,149 29

936 28
5,381 31
1,664 44
1,183 18

316 15
658 25

1,007 44
350 20
203 13

1,337 23
182 17
155 28
158 36

Alcoholism 
Rate per 1,000 
Population 1

Estimated
Cost--

1 . 1 $13,043,57

0.8 1,439.59

2.0 9 ,221,02
3.6 3,964,3

1 . 1 1,150,5*

0.3 261,7^
2.0 ' 883,3*
4.9 2 ,432,0:
0.8 381,7!
0.3 147,2!

0.5 1 ,668,6!
0.4 169,0-
0. 3 234,4'

0.6 310,8!

*Rate based on population estimates for July 1, 1975.

^Based on average State-wide institutional cost of $5,453 per admission.

Source: Central Maryland Health Systems Agency analysis of Maryland Center
for Health Statistics, Statistical Printout and Mental H y g i e n e  Admini­
stration FY 1976 Budget.

Combining the Berry Study and the cost for alcoholism admission to S t a t e  
mental hospitals a total estimation of $ 170,333,603 hospital cost* is 
attributed to alcohol abuse for Central Maryland in FY 1976.

*This figure still excludes speciality hospitals, chronic hospitals, 
V .A . hospitals, and Public Health Service Hospitals.



PHYSICIAN SERVICE

Again, given that Central Maryland is one percent of the national 
population, one percent of the projected $1.3 billion spent nationally 
for alcohol related physicians services is $13 million.

However, using the 7.3 percent national estimate of excess utilization, 
and applying it to local population data the estimated cost attributed 
to alcohol abuse is slightly over $15 million.

Estimated Expenditures for Ph>sician's Services 
Related to Alcohol Abuse, Central J aryland, FY 1976.

Expenditure for Expenditure Based on 
Population Physician’s Attributable 17. National

Jurisdiction ]8 and O v e r J Services^ (Adult) Alcohol Abuse Estimate

Central Maryland 1,484,450
Anne Arundel

County 229,260
Baltimore City 592,000
Baltimore County 452,550
Carroll County 55,680
Harford County 55,100
Howard County 65,560

$205,551,543

30,549,295 
84,935,391 
61 ,923,666 
7,828,398 

11,788,864 
8,535,930

$15,005,993 $13,000,000

2,230,098
6,200,284
4,520,428

571,473
860,587
623,123

*MCHS Population Estimates, July 1, 1975.

^"Estimated Per Capita Personal Health Care Expenditures", SSA, FY 1976. 
The figures used are $120.85 per person, aged 19-64, and $25r .92, aged 
65 and over.

“*7 . 3 percent of total expenditure for physician's services is used as 
derived in the NIAAA study (p. 4 of this report).

In addition to the direct cost of alcohol abuse discussed thus far, 
there are several settings in which funding is specifically for the 
treatment of alcoholism. These costs are more easily quantified and 
ore discussed in greater detail in the CMHSA 1978 HSP.

Inuring FY 1976, $2,227,676 were spent on alcohol abuse programs 
(counselling, halfway houses, quaterway houses, and shelter 
services) in Central Maryland. The distribution of these funds 
among the jurisdictions is shown on the following page.



Ta b l e  4

PUBLIC EXPENDITUTRE FOR ALCOHOLISM BY SOURCE OF 
FUNDS, CENTRAL MARYLAND, FY~T977

Jurisdictions 

Anne Arundel

General Federal Local Total Per Cap:

County $ 51,110 $ 203,536 - $ 254,646 $ .74
Baltimore City 278,91A 1,228,913 - 1,507,827 1. 79
Baltimore County 17,369 256,867 - 274 236 .42

Carroll County 12,214 32,180 - 44,394 . 55
Harford County 27,608 57,413 - 85,021 . 6/»
Howard County 
Total for Central

15,315 46,417 — 61,552 . 60

Maryland 402,350 1,825,326 - 2,227,676 1.03
Total Percent 18. 1 81.9 - 100.0
& c e : Maryland State Department of Health and Mental Hygiene, Health

Programs Deliv ered in Local Jurisdictions, FY 1976 and FY 19T7 (19/7).

SUMMARY

The health care cost attributable to alcohol abuse calculated thus 
far is $167,567,272 and several categories of health services are 
still uncounted. Among these are "other professional services, other 
government public health programs, nursing home care, and other coun­
selling and psycho-social treatment programs. Again, this report has 
focused only on direct health care costs. Social costs including 
crime, -work productivity, family disruption, etc. have not been 
assessed.

The $187,567,272 identified calculates out to approximately $87.55 
per capita. This is approximately 22 percent of Lhe per capita ex­
penditures for similar services.

In other words, approximately 22 percent of the i n dividual health 
dollar spent jsn hospital and p nycician costs in C e n tral Maryland" 
was for the treatment oTlaTcondl abuse. Appendix table 8 illustrates 
the percent of the per capita costs - excluding the State hospitals 
and publicly funded alcoholism program:;. The p e r  capita for just 
these services is 20 percent.

D



A P P E N L I X
■■■

SOME EVIDENCE FROM RELEVANT LITERATURE CONCERNING SOME 
PROPORTION OF ALCOHOLICS IN GENERAL HOSPITALS

Author

Alcohol Abusers as a Percentage 
Sample of all Admissions of all Patients Author's Criteria for
Size_____ MALE_________ FEMALE__________ TOTAL Defining Alcohol Abuse

Sample Composition 
or

Study Interest

Kearney 
et. al. 41o 87

(Plus 17% 
Possible)

Known to MD's as alco­
holic or history of 
treatment for alco­
holism, or treated for 
a diagnosed complica­
tion of alcoholism such 
as D T s , cirrhosis, etc. 
Information basically 
obtained from patient's 
chart.

Admissions of inpa 
aged 14-75, upper i 
class excluding ob, 
trie patients, Corn 
ticut, 1967, and hi 
talized usder a di- 
sis of alcoholism < 
with a disease in 
alcoholism can be 
tor (I.e., GI or n  
piratory problem).

Kearney 
et. al. 235 — 13.4 

(Plus 27% 
Possible)

Same criteria as above Admission of lover 
out patients, oche- 
same criteria as al

Moore 200 18 5.5 10
. (Plus 3.5% 
Possible)

Michigan Alcoholism 
Screening Test

Prevalence of pati( 
21 years or older, 
fornia, 1971, exeli 
obstetric patients, 
female.

Barchha 
et. al. 302 28

(Plus 7% 
Possible)

6
(Plus 2% 
Possible)

16
(Plus 5% 
Possible)

Drinking history 
Interview

Admissions of genei 
medical patients o\ 
20 years of age, 1*

Rhodes, 258

Hospitals —
and Campbell 22.4

National questionnaire 
asking for estimates of 
alcoholic consultation

Estimation of prevt 
of alcoholism among 
patient population



APPENDIX I (Conc'd)

SOME EVIDENCE FROM RELEVANT LITERATURE CONCERNING SOME 
PROPORTION OF ALCOHOLICS In GENERAL HOSPITALS

Author
Samplft 
Size

Alcohol Abusers as a Percentage
of all Admissions of all Patients 
MALE _____  FEMALE TOTAL

Author's Criteria for 
Defining Alcohol Abuse

Sample Composition 
or

Study Interest

Ewing and 
Rouse 130 AO

8

14

9

0

20

5

Barchha criteria

Pearson criteria: By 
Interview four or more 
of the following:
1 . alcoholic blackouts 

sneaking drinks 
loss of control 
morning "eye openers" 
loss of friends, 
family, jot due to 
drinking

Prevalence of medic 
and surgical adult 
patience, North Car 
1969, data evaluate 
three sets of crite

2.
3.
4.
5.

12 Hospital record

Malatsky & 
Klotter

200 26.8 9.2 17.1 Drinking histories 
p a t i e n t .interview

Prevalence of alcoh 
abusers on the medi 
surgical ward of a 
eral military hospi 
Alabama, January, 1

1345 32.9 9.0 20. 0
t

Presence or history of 
alcoholism, alcohol re­
lated disorder

Prevalence of alcoh 
abusers among all m 
cal-surgical presen 
tions to the emerge 
room, January 1973, 
Alabama



H  APPENDIX I (Coin’d)
i . •

SOME EVIDENCE FROM RELEVANT LITERATURE CONCERNING SOME 
PROPORTION OF ALCOHOLICS i.w GENERAL HOSPITALS

Sample 
Author Size

Alcohol Abusers as a Percentage
of all Admissions of all Patients Author's Criteria for 
MALE________ FEMALE • TOTAL Defining Alcohol Abuse

Sample Composition 
or

Study Interest

McCusker 
et. al. 118 60 34 47 By interview, those 

patients fall.in in 
categories 4 - 6 :

ALCOHOL ABUSE SCALE

Prevalence among he 
tal patients during 
three week period i 
summer, 1969, Harlt

STAGE CHARACTERISTICS

1. None

2. Minimal

3. Mild

4 Moderate

5. Severe

6 . Extreme

Drinks only on 
occasion.
Drinking is not 
conspicuous, oc­
casional intoxica- 
tic \. No social 
legal, physical 
problems. 
Intoxication once 
a month. No pro­
blems .
Frequent intoxi­
cation, once or 
twice a week. 
Significant social 
occupational pro­
blem. Some health 
problems.
Almost constant 
drinking. Severe 
social, legal health 
problems. Jobless. 
All of the above 
characteristics plus



| APPENDIX II

ESTIMATED PHYSICIANS’ SERVICES EXPENDITURES 
DUE TO ALCOHOL ABUSE IN 1975

Basis for Estimate Estimated Costs (in Billions)

1. Proportion of average physician's 
practice involving alcoholics,
as dirived from spevial survey (177.) $1.97

2. Number of ambulatory medical visits
per alcoholic per year, as derived •'
from special su r v e y 1(8.5)



SUMMARY OF INTERVIEW DATA PROM SPECIAL SURVEY OF ALCOHOL- 
TREATMENT EXPERTS CONCERNING UTILIZATION OF HEALTH SERVICES 
BY ALCOHOL ABUSERS

APPENDIX III

Type of Health Service

Days of in-patient care 
per year in medical 
hospitals

Number of ambulatory 
medical visits per year

Expenditure on drugs 
per yea — £

Dental visits per year

Percentage of ho. {tal 
beds occupied by alco­
holics

I
Percentage of nursing 
home beds occupied by 
alcoholics

Percentage of physicians' 
practice represented by 
alcoholics

Median Best Estimates of Experts 
Group 1 Group II

Smaller Cities 
Large Cities And Rural A: eas

9.5

8.0

$75.0

0.25

30

15

8. 3

9.5

$86.0

0.8

15

20 15

Overall

8.6

3.5

$84.0

0.7

22. 5

8.5 

17

Source: Derived from responses of twenty-nine experts to specific
questions concerning the utilization of health services by
alcohol abusers, Economic Cost of Alcohol Abuse 1975, NIAAA t  281-76-0016.
*These figures were updated to 1975 by means of the Consumer 
Price Index from the U.S. Department of Commerce, Bureau of 
the Census, Statistical Abstract of the United States - 1975, 
Table 688, p. t t T .



APPENDIX IV

ESTIMATED NATIONAL HEALTH EXPENDITURES DUE TO ALCOHOL ABUSE
BY TYPE OF EXPENDITURE FOR ADULTS

Type of Expenditure

Health Service and Supplies: 
Hospital Care 
Physicains' Services 
Dentists' Services 
Other Professional Services 
Drugs and Drug Sundries 
Eyeglasses and Appliances 
Nursing Home Care 
Expenses for Pre-payment 

and Administration 
Government. Publis 

Health Activities 
Other Health Services

Research and Medical Facilities 
Construction

Training and Education

TOTAL

Total Adult 
Population 

Expenditures 
(Billions)

$ 42. 3 
17.9 
6.2 
1.7 
8.9 
2.0 
8. 8 

3.9 

3.0
2.5

6.1

2.3

Expenditures 
Due to 

Alcohol Abuse 
(Millions)

$ 8,400. 
1,300. 

124.1
282.2 

193. 5 

776.1 

393.0 
327.5 

779.1 

167.9

$105.6 $12,743.4

IN  1975,

Expenditures 
Due to 

Alcohol Abuse 
As a Percents^ 

of Total 
Expenditures

19.9
7.3

7.3
3.2

2.2

19.9

13.1
13.1

13.1

7.3

12.1

Source: Economic Cost of Alcohol Abuse, 1975
Berry, Ralph; NIAAA Report #281-76-0016, pg. 86.



THE COST OF ALCOHOLISM - VOLUME I 

IMPATIENT COSTS - DIAGNOSES: ALCOHOLIC MENTAL DISORDER AND ADDICTION

TOTAL 7/ OR 
DISCHARGES MEDICARE MEDICAID BLUE CROSS OTHER TOTAL

Anne Arundel County 85 $ 11,958 $ 20.520 $ 18,616 $ 34.520 $ 85,
Anne Arundel 67 11,242 15,260 9,537 28,130 64,
N. Arundel 18 716 5,260 9,079 6,390 2 1 .
Baltimore City 921 319,079 715,543 388,8°3 378,771 1,802,
Baltimore City 90 n /A M/A M/A N/A N//
Bon Secours 21 > ,875 29,107 1,478 17,712 56
Church 191 72,800 150,444 122,180 89,380 434
Good Samaritan 7 0 6,806 4,904 3,695 15
Johns Hopkins 98 34,776 149,744 33,420 29.276 247
Lutheran 46 23,305 30,680 20,218 11.880 86 •
Maryland General 41 17,412 36,558 N/A N/A 53
Mercy 27 21,190 25,317 13,260 6,223 6r'
N. Charles 20 11,795 5,504 20,779 0 3i
Provident 71 10,524 89,658 42,180 47,394 189
Sinai 50 49,455 48,000 18,315 43,909 15’
S. Baltimore 72 20,115 34,965 27,835 20,859 10.
St. Agnes 22 5,668 6,645 10,276 13,150 36
Union Memorial 74 37,700 41,140 33,580 34,408 146
University 82 6,464 60,975 40,408 60,885 168,.

Baltimore County 101 24,327 6,584 53,798 45,662 130
Baltimore Co. 12 3,320 1,757 7,482 5,091 17
Franklin Square 37 11 , 010 1,008 22 ,022 29,291 63
GBMC i £ 2,169 0 11,765 2,778 16
St. Joseph 24 7,828 3,819 12,529 8,502 32

Carroll County 10 2,619 0 2,919 525 6 ,'
Carroll Co. 10 2,619 0 2 ,919 525 6 ,'

Harford County 131 11,821 30,567 61,626 16,864 120,
Falls ton 99 10,060 28,875 51,850 12,124 102,
Harford Memorial 32 1 ,161 1,692 9,776 4,470 17,

Howard County 27 1,943 4,482 13,370 11,622 31,
H o a r d  County 27 1,943 4,482 13,370 11,622 31.

Central Maryland $371 7 17 $777,696 $539,162 $487,964 $2,176,

Source: Maryland Resource Center Charge Reports, 1977 figures represent
an Estimate of Cost, using (total discharges) y. (average charge
computed by MRC using data which represents a subset of total
discharges).



APPENDIX VI

ALCOHOL-RELATED DISORDERS

G a s t r o i n t e s t i n a l  
E s o p h a g i t i s  
E s o p h o g e a l  Carcinoma  
G a s t r i t i s  
M a l a b s o r p t i o n  
C h r o n ic  D i a r r h e a  
P a n c r e a t i t i s  
F a t t y  L i v e r  
A l c o h o l i c  H o s p i t a l s
C i r r h o s i s  (may l e a d  t o  c a n c e r  o f  l i v e r )

C a r d i a c
A l c o h o l i c  Cardiom yopathy  
B e r i b e r i

S k i n
R o s a c ea
Talangiectasia 
Ehinophyma 
Cutaneous Ulcers

M a u r o l o g i c a l  and P s y c h i a t r i c  
P e r i p h e r a l  N eu ro p a th y  
C o n v u l s i v e  D i s o r d e r s  
A l c o h o l i c  H a l l u c i n o s i s  
D e l i r i u m  T r e c a n s  
W e r n i c k e ’ s Syndrome  
K o r s a k o f f ' s  Syndrome  
M a r c h i a f a v a ' s  Syndrome

M u s c le
A l c o h o l i c  Myopathy

H e m a t o l o g i c
M e g a l o b i a s t i c  Anemia

V i t a m i n  D e f i c i e n c y  D i s a a s e  
B e r i b e r i  
P e l lagra 
S c u r v y

Metabolic
A l c o h o l i c  H y p o g ly c em ia  
A l c o h o l i c  H y p e r g ly c e m ia

Source: U.S. Department of Health, Education , and Welfare , First
Special Report to the U.S. Congress on Alcohol and Health 
Trom the Secretary of Health, Education, and Welfare, 
December, 1971, DREW Publication No. (HSM) 73-9031 
(Washington, D.C.: U.S. Government Printing Office,
1971), p. 45.



*

MEDICAL ASSISTANCE PROGRAM PAYMENTS FOR INPATIENT 
HOSPITAL SERVICES AND PORTION ATTRIBUTABLE TO 

ALCOHOL ABUSE, CENTRAL MARYLAND, FY 1977

APPENDIX VII

HOSPITAL
"Me d i c a l  a s s i s t a n c e

PAYMENT 1
l W T l U N ~ A i T R  IB UTABXr 

TO ALCOHOLISM2
TOTAL $71,697,352 $22,899,786

GBMC 1,430 077 243 113
Baltimore County General 432 205 73 474
St. Joseph 664 094 112 895
Howard County General 319 510 54 316
Franklin Square 1,311 179 196 676
Anne Arundel General 635 139 95 270
North Arundel 516 900 77 535
Harford Memorial 1,055 866 15 837
Fallston General 747 023 112 053
North Charles General 1,345 299 2C 1 793
Union Memorial 3,362 558 504 383
Good Samaritan 770 156 115 523
Carroll County General 196 812 29 521
Sinai 3,315 903 49 7 386
Baltimore City 5,743 029 2.124 920
Sr.. Agnes 1,663 294 615 418
S :>uth Baltimore General 2,642 068 977 565
B^n Secours 3,45* 043 1 ,279 105
Lutheran 2,371 878 877 594
Provident 3,513 871 1,300 132
University 11,582 343 4,285 466
Mercy 2,222 145 822 193
Maryland General 3,168 510 1,172 348
Church 2,454 253 908 07 3
Hopkins 16,776 201 6,207 194

•^Fiscal Year 1977 - Maryland Medical Assistance Program, D.H.M.H.

Based on the application of estimate percents (table 1). This figure assumes 
that medical assistance patients have the same health problems as the general 
community as a whole, and have no greater incidence of alcohol abuse then the 
community. In making such an assumption the figures presented are probably 
conservative.



APPENDIX VIII

PER CAPITAL - AMOUNTS FOR HEALTH CARE 
IN HOSPITAL & PHYSICIANS SERVICES O N L Y , 1976

7c

Total Alcohol Related Alcohol

Central Maryland 395.21 80. 42 20

General Hospital 271.94 73.42 27

Physicians 123.27 7. 6

NOTE: Assumes Central Maryland population of 2,142,360.



APPENDIX IX

MEDICAL ASSISTANCE PROGRAM PAYMENTS FOR PHYSICIAN 
SERVICES AND PORTION ATTRIBUTABLE TO ALCOHOL ABUSE, 

CENTRAL MARYLAND. FY 1977

MEDICAL ASSISTANCE PORTION ATTRIBUTA3L
JURISDICTION______________________PAYMENTS - PHYSI Cl AN SERVICES1 TO ALCOHOL ABUSE

Central Maryland $12,556,255 $916,606

Anne Arundel County $ 1,068,348 $ 77,989

Baltimore City $ 7,900,376 $576,727

Baltimore County $ 2,246,632 $164,004

Carroll County $ 280,730 $ 20,493

Harford County $ 736,240 $ 53,745

Howard County $ 323,929 $ 23,646

-^The year in Review - Fiscal Vear 1977, Maryland Medical Assistance Program, 
D H M H .

2
7.3 percent of total payment is used as in the NIAAA study.
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Introduced: 2/13/79
Referred: Health, Educa­

t ion and Social Services  
and Judiciary

BY COLLETTA AND STIMSON

SENATE BILL NO. 22 7  

IN  THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE -  FIRST SESSION 

A BILL

A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  i n s u r a n c e  f o r  a l c o h o l i s m  a n d  d r u g

d e p e n d en ce ; r tW O  P l o d i f c i * *  FCA AO e f T ^ T ^  tSKTP.

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  AS 2 1 , 4 2  i s  am ended  by a d d i n g  a new s e c t i o n  t o  r e a d :

S e c .  2 1 . 4 2 . 3 4 7 .  REQUIRED PROVISION OF COVERAGE FOR ALCOHOLISM AND 

DRUG DEPENDENCE. ( a )  G ro up  h e a l t h  I n s u r a n c e  p o l i c i e s  p r o v i d i n g  

c o v e r a g e  o n  a n  e x p e n s e - i n c u r r e d  b a s i s  a n d  g r o u p  s e r v i c e  o r  i n d e m n i t y  

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

( 1 )  s h a l l  p r o v i d e  c o v e r a g e  f o r  a l c o h o l i s m  an d  d r u g  d e p e n d e n c e

t o  i n c l u d e

(A) i n p a t i e n t  d e t o x i f i c a t i o n  b e n e f i t s  f o r  n o t  l e s s  t h a n  

14 d a y s  o f  b e n e f i t  e a c h  c a l e n d a r  y e a r  i n  a  s t a t e  c e r t i f i e d  t r e a t -  

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

t i o n a l  a n d  p r o f e s s i o n a l  b e n e f i t s  f o r  t h o  -f i t  s ti- oJm l<;w;U»tv-dur i ng a 

■o a lo n d n r  y e a r  s h a :. l  be  e q u a l  t o  a n d  p a y a b l e  a s  a n y  o t h e r  c o v e r e d  

c o n d i t i o n ;  a admi s s i o n  d ue l o g . Uto o a U tn d n r  y war  eh a 1 1--bo

p a i d a t  no t  la c s -  t h a n— -of -.-fchu ■ tm ua 1 ,—ooH-fconia r y  a nd— 

•roaco -na b l o o h a rg o  f o r  a mo d l u a-1—p r o c e d u r e ,—t r e a t m e n t  o r  a a t v i oa - Ln  

■ t h e  g e o g r a p h ic - >t n w i|-
■raULNTHCVr

<B) i n p a t i e n t  a a r *» c o v e r a g e  b e n e f i t s  f o r  n o t  l e s s  t h a n  ,
flfVfoUW t m m k w

30  d a y s  o f  b e n e f i t  e a c h  c a l e n d a r  y e a r  i t .  a s t a t e  ou r fc ir£ iad  f a c i l i t y- 

—o r —f£ < L n a « d h o o p i -bo l ; p a y m e n t  o f  - i n p - a t l w u .  i n s t i t u t i o n a l  a n d  p r o ­

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

c o n d i t i o n ;  a n d  1

-1- SB 227
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(C) outpatient treatment coverage benefits of not less

than 30 visits each calendar year if treatment is provided by a

licensed physician, state eorti-fied- treatment program, or state 
pftopcsworiPt

certified substance abuse counselor; coverage shall include indi­

vidual, family or group therapy; benefits shall be paid at not less 

than 75 per cent of the usual, customary and reasonable charge for 

a medical procedure, treatment or service in the geographic area;

(2) may not exclude dependents otherwise covered and may not 

limit coverage for alcoholism or drug dependence because of age, sex or

< state of illness;
on UMtCO

(3) may not apply preexisting*condition exclusions to deny 

coverage for alcoholism or drug dependence; and

(4) may require a physician's certification of necessity as a

condition of payment for alcoholism or drug dependence treatment.

(b) In this section, \
Mojo pFp<umo>)

(1) "alcoholism" means atad W -.alaahol and-

w m tiuwit-.a-phyr. teal tuxtvpu-iUlon whioh—otti-at-f̂ — «a,*.pir.a ,.h h , nm.1t-ai

obeeonl»Ri C IPXelfcr Veto Cl))
3
(•£•) "drug dependence" means the condition of being physically 

or psychologically addicted to an opiate, opiate derivative, tranquil­

izer, amphetamine, barbiturate, or similar substance»*vT e>ctot>ĵ /aicoriwt, 
CPPfeiWF AMO ftCCOrtOti

f3-)V "state" means any state in the United States and includes

the District of Columbia. •

* Sec. 2. AS 21.87.340 is amended by adding a new paragraph to read:

(17) AS 21.42.347. .C (OeuJ secuc*) 3J
* Sec. 3. The yequlrementn of oen.— 1— ei—feh-i-e—Aot—app-l-y—to all polieieo-og-

oo-ufeyaotifi tx»l loured,— laouotl—for dol-ivopy, or—leaned-covering—pecoonn in thla.

otete mofo than 120 dayo-eftee the effcetivc-dabe-Trf t+iia Act. A-pelicy or—

eonl-root—y-eq-uired—to-contain provioiono of—"““ rig*1 *il t*oholtorn and drug

- 2 -  SB 227



dependr tee by AS'£1.42.347(a)(1) ohall be eons ido ,?*_**!—t-o provide—Ehe- minimum

coverage.even if-the language of tho-poliey or contract dooo not■oo-apeeifi- 

■cal-ly provide^ .
(/psew StcnovJ *t)
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BILL ANALYSIS
ASSIGNMENT DATE. 

UN ASSIGNED.

DEPARTMENT SPONSOR (PRINCIPAL) BILL NO.

C O M M E R C E  & E C O N O M I C  D E V . C o l l e t t a S B  -  2 2 7
DEPARTMENT POSITION

N o t  O p p o s e d

DIVISION DIRECTOR 

K e / n e t h  k r . - M o o ,
DATE COMMISSIONER 

3 / 9 / 7 9
DATE

GOVliRNOR'S office use/

□  POSITION NOTED □  POSITION APPROVED □ POSITION DISAPPROVED

BY: DATE:

SUMMARY

(1) RELATED BILLS (SIMILAR OR CONFLICTING) 0 ) U n k n o w n
(2) OTHER AGENCIES AFFECTED BY BILL 1 2 ) .  D i v i s i o n  o f  A l c o h o l

 __________________________________________ P i y i s  i n n  n f  R e t i r e m e r . L . A  - O e n o f i t s ______
(2) a. ORGANIZATIONAL SUPIORT FOR HILL b. ORGANIZATIONAL OPPOSITION TO BILL

U N C E R T A I N

(3) PROGRAM EFFECTS OF BILL

N ONE

S o m e  h e a l t h  i n s u r e r s .
H e a l t h  I n s u r a n c e  A s s o c i a t i o n  o f  . A m e r i c a

( p r o b a b l e )

(4) FISCAL IMPACT: DO NONE D  FISCAL ANALYSIS ATTACHED

(S) AMENDMENTS PROPOSED:

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

(6) COMMENTS:

D u r i n g  t h e  l a s t  l e g i s l a t u r e ,  S B  5 4 5  w a s  i n t r o d u c e d  t o  r e q u i r e  t h a t  i n s u r a n c e  c o m p a n i e s  
p r o v i d i n g  i n d e m n i t y  a g a i n s t  m e d i c a l  e x p e n s e  a n d  h e a l t h  c a r e  c o n t r a c t o r s ,  s u c h  a s  B l u e  
C r o s s  o r  I I M O ' s  a n d  o t h e r  p r e p a i d  h e a l t h  p r o g r a m s ,  ; * - o v i d e  c o v e r a g e  f o r  m e d i c a l  t r e a t m e n t  
o f  a l c o h o l i s m  t o  t h e  s a m e  e x t e n t  i t  w o u l d  p r o v i d e  m e J i c a l  t r e a t m e n t  f o r  a n y  o t h e r  d i s e a s e .

A t  t h a t  t i m e  t h e  D i v i s i o n  i n d i c a t e d  t h a t  i t  d o e s  n o t  b a s i c a l l y  o p p o s e  t h e  c o n c e p t ,  b u t ,  
a s  d r a f t e d ,  S B  5 4 5  p r e s e n t e d  s u b s t a n t i a l  p r o b l e m s  o f  i n t e r p r e t a t i o n  w h e n  a p p r o v i n g  p o l i c i e s  
f o r  u s e  i n  t h i s  s t a t e .

*  C O N T I N U E D  O N  A T T A C H E D  S H E E T
i



As a result, the Legislature took no action on the bill, and the division 
aqreed to participate in a panel to study and draft a proposal for third 
party alcoholism insurance coverage. Senator Colletta appointed a panel 
and SB 227 represents an early draft of the panel's work. Using SB 227 
as a starting point the panel developed further amendments which result 
in a reasonable and workable piece of Legislation which overcomes the 
primary concerns expressed with SB 545. These include clear expressions 
to deal with preexisting conditions exclusions, level of coverage intended 
for detoxification or "drying out," inducement to rehabilitation, and 
cost.

The cost of the coverage is a concern. The panel deliberated under the 
concept that to the degree that the benefit proposed by this bill was 
utilized, the benefits otherwise available would have a disproportionate 
decrease ultimately providing a net savings. Convincing data was provided 
to support this concept.

The final aspect of concern is that coverage is mandated. With respect to 
group programs it may be the intent of the Legislature to establish, as 
a matter of public policy, that qroup sponsors incur the cost of providing 
additional coverage for alcoholic rehabilitation, but to the extent that 
there is contribution to the cost of medical insurance by the employee or 
member of the group, it is imposing this burden on a laroo segment of 
society for the benefit of the few who would have the opportunity to take 
advantage of the coverage. The division would not particularly oppose 
this aspect of the bill so long as it is clearly understood by the 
Legislature that it could have this impact.
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Introduced: 2/13/79
Referred: Health, Educa­
tion and Social Services 
and Judiciary

IN THE SENATE BY COLLETTA AND STIMSON

SENATE BILL NO. 227 

IN THE LEGISLATURE OF THE STATE OF ALASKA

ELEVENTH LEGISLATURE - FIRST SESSION 

A dILL

For an Act entitled: "An Act relating to insurance for alcoholism and drug

dependence."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 21.42 is amended by adding a new section to read:

Sec. 21.42.347. REQUIRED PROVISION OF COVERAGE FOR ALCOHOLISM AND 

DRUG DEPENDENCE. (a) Group health Lnsurance policies providing 

coverage on an expense-incurred basis and group service or indemnity 

type contracts issued by a nonprofic corporation

(1) shall provide coverage for alcoholism and drug dependence

to Include

(A) inpatient detoxification benefits for not less than 

14 days of benefit each calendar year in a state certified treat­

ment facility or licensed hospital) payment of inpatient institu­

tional and professional benefits for the first udinission during a 

calendar year shall lie equal to and payable as any other covered 

condition) a subsequent admission during the calendar year shall be 

paid at not less than 50 per cent of the usual, customary and 

reasonable charge for a medical procedure, treatment or service in 

the geographic area)

(B) inpatient care coverage benefits for not less than 

10 days of benefit each calendar year in a state certified facility 

or licensed hospital) payment of inpatient institutional and pro­

fessional benefits shall be at the same level as any other covered 

condition) and

-1- SB 227



(C) outpatient treatment coverage benefits of not less 

than 30 visits each calendar year if treatment is provided by a 

licensed physician, state certified treatment program, or state 

certified substance abuse counselor; coverage shall include indi­

vidual , family or group therapy; benefits shall be paid at not less

than 75 per cent of the usual, customary and reasonable charge for*
a medical procedure, treatment or service in the geographic area;

(2) may not exclude dependents otherwise covered and may not 

limit coverage for alcoholism or drug dependence because of age, sex or 

state of illness;

(3) may not apply preexisting condition exclusions to deny 

coverage for alcoholism or drug dependence; and

(4) may require a physician's certification of necessity as a 

condition of payment for alcoholism or drug dependence treatment.

(b) In this section,

(1) "alcoholism" means a condition related to alcohol and 

concerns a physical compulsion which exists, coupled with a mental 

obsess ion;

(2) "drug dependence" means the condition of being physically 

or psychologically addicted to an opiate, opiate derivative, tranquil­

izer, amphetamine, barbiturate, or similar substance;

(3) "state" means any state in the United States and includes 

the District of Columbia.

* Sec. 2. AS 21.87.340 is amended by adding a new paragraph to read:

(17) AS 21.42.347.

* Sec. 3. The requirements of sec. 1 of this Act apply to all policies or 

contracts delivered, issued for delivery, or issued covering persons in this 

state more than 120 days after the effective date of this Act. A policy or 

contract required to contair provisions of coverage for alcoholism and drug
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dependence by AS 21.42.347(a)(1) shall he considered to provide the minimum

coverage even if the language of the policy or contract does not so specifi­

cally provide.
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