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State of Alaska Bill Version:
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FISCAL NOTE

S C R  23

2/24/89

REQUEST:
R e v i s i o n  D a t e : ___________________
Title: R e l a t i n g  t o  a H e a l t h  Car e  
C o s t  Co n t a i n me n t  Task F o r c e

Ag e n c y : L e g i s l a t i v e  A f f a i r s  Aaencv
BRU: L e g i s l a t i v e  C o u n c i l ______

SPONSOR: S e n a t e  F i n a n c e  Committ e e  COMPONENTS: C o u n c i l  & Subcommit t e e s
R e q u e s t o r : ________________________  ___________ _____________________________

Ex p e n d i t u r e s / R e v e n u e s :___ (Th o u s a n d s  o f  D o l l a r s )
O p e r a t i n g FY 89 FY 90 FY 91 FY 92 r F Y ^ 4 “

P e r s .S e r v i c e s - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
T r a v e l - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
C o n t r a c t u a l 3 . 0 3 . 5 - 0 - - 0 - - 0 - - 0 -
S u p p l i e s - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
Eq u i p m e n t - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
L a n d / B u i l d . - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
G r a n t s / C l a i m s - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
M i s c e l l a n e o u s - o - - 0 - - 0 - - 0 - - 0 - - 0 -

TOTAL . V..... . . .. -Q.- - 0 - - 0 - - 0 -

I CAPITAL - o -  I - o -  I -o -  I - o -  I - o -  I - o -  T

I REVENUE - o -  I -n -  I -o -  I -o -  I - o -  I - o -  I

G e n e r a l  F u n d s ? . n 3.5 -n - - 0- - 0- -0-
F e d e r a l  F u n d s - o — -n - -n- -n - -n -
O t h e r 4 i- -n- . -n - -0-. _ - n -
TOTAL 3.0 3 .5 - 0- - 0- - 0 - - 0-

P o s i t i o n s :
F ui.l - T i m e -0- -0- -0- -0- -0- -0-
Pa r t - T i m e - 0- -0- -0- -0- -0- -0-
T e m p o r a r y -0- -0- -0- -0- -0- -0-

ANALYSIS:

P r e p a r e d  B y :
S e n a t o r  R i C k  U e h l i n g , C o - 
S e v a t e  F i n a n c e JI o m m i t t e e

D a t e :
F e b r u a r y  24 ,  1989

AIRMAN

P h o n e  N o .: 465-4821
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Official Business P.O. Box V 
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Juneau, Alaska 99811

HOUSE FINANCE COMMITTEE 

LETTER OF INTENT 

FOR 

SCR 23

IT IS THE INTENT O!" THE LEGISLATURE THAT THE HEALTH CARE COST 

CONTAINMENT TASK FORCE PRESENT ITS INITIAL RECOMMENDATIONS TO 

THE LEGISLATURE 1*0 LATER THAN APRIL 10, 1989.



1 FURTHER RESOLVED that members of the task force shall consist of two

2 members of the Senate, appointed by the President of the Senate, two mem-

3 bers of the House of Representatives, appointed by the Speaker of the House

4 of Representatives, three members representing the executive branch, ap-

5 pointed by the Governor, three members representing unions; one appointed

6 by the President of the Senate, one appointed by the Speaker of the House

7 of Representatives, and one appointed by the Governor; the members of the

8 task force shall select a person to act as chair; and be it

9 FURTHER RESOLVED that the terras of the task force members shall begin

10 immediately, that the task force ma y meet between sessions of the legisla-

11 ture, and that the task force terminates on January 31, 1990; and be it

12 FURTHER RESOLVED that the task force shall submit a report of its

13 findings and proposed legislation to the Governor and the Legislature by

14 January 31, 1990.

SCR 23 - 2 - SCR023a



Introduced: 2/23/89
Referred: Finance

6-0872A

#

$

1 IN THE SENATE BY THE FINANCE COMMITTEE

2 SENATE CONCURRENT RESOLUTION NO. 23

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - FIRST SESSION

5 Relating to a Health Care Cost Contain-

6 ment Task Force.

7 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

8 WHEREAS the state is experiencing rapidly increasing costs for group

9 health insurance coverage; and

10 WHEREAS providing comprehensive group health care at a reasonable cost

11 to state employees is an important concern of the state; and

12 WHEREAS a complete review of the costs of providing group he al th care

13 insurance is necessary in order to contain or reduce the cost to the state

14 in an era of declining revenues; and

15 WHEREAS after reviewing applicable statutes, and practices of the*

16 insurance industry, legislation may be necessary to implement long-range

17 methods to contain or reduce the cost of group health insurance for the

18 state and its political subdivision::;

19 BE IT RESOLVED by the Alaska State Legislature that a Hea lt h Care Cost

20 Containment Task Force is established to study state statutes, practices of

21 health insurers, and to determine ways of containing or reducing the cost

22 of group health insurance to the state and its political subdivisions; and

23 be it

24 FURTHER RESOLVED that the task force shall first determine and recom-

25 mend immediate measures necessary to contain or reduce group health care

26 costs in fiscal years 1989 and 1990; and be it

27 FURTHER RESOLVED that the task force will 3lso determine any changes

28 to the statutes appropriate and necessary to contain or reduce group health

29 care costs in the long term; and be it

SCR023a -1 - SCR 23
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State health 
insurance: 
$104 million
Cowper seeks more money 
for state workers’ coverage
By DAVID POSTMAN
Daily News reporter
JUNEAU —  State employees’ top-of-the-line health 

insurance policy w il l cost $104 m illion th is year. $20 
m illio n more than the state has budgeted to pay fo r it.
The plan costs the state an average of $43i a month 

per employee, 520 percent more than it did a dozen 
years ago. I t covers 90 percent of the costs of 
everything from plastic surgery to year-long stays in 
mental hospitals. '
"We have the best plan. Everything is covered," 

said Chuck Taylor, deputy commissioner o f the De­
partment of Adm inistration.
Because the policy costs more money than the state 

has appropriated fo r it, Gov. Steve Cowper is asking 
fo r a special appropriation o f about $20 m illion to pay 
fo r this year’s increases. But Cowper, Taylor and 
legislative leaders say the health coverage may be too 
expensive for these days of lim ited money.
The state is locked into the plan through contracts 

w ith its labor unions. Those contracts call fo r the state 
to provide the same level of coverage even i f the costs 
gb up or there is less money to pay for the policy.
"There’s not any consideration fo r what happens in 

a down economy," Cowper said at last week’s budget 
summit w ith legislative leaders. " I th ink i t ’s fa ir to 
say that this is just a situation nobody ever anticipat­
ed. I f everything had kept going up it would have 
worked just fine.1’
But as costs skyrocketed, state income dropped and 

the state is now stuck w ith a boom-time health plan.
A ll fu ll-tim e employees, including legislators, are

P lease  see 9 a ck  Page, IN SURANCE



ok Page
INSURANCE: For state workers
| Continued from  Page A-1 ~~i
covered by the policy at no 
cost. Part-tim e employees 
can buy into the plan at 
about ha lf the state’s cost, 
according to Taylor,
Under the policy, Taylor 

said:
• 90 percent o f a ll medical 

costs are paid. Only 8 per­
cent of public employee in ­
surance policies in the coun­
t r y  have 90 percen t 
coverage.
• 100 percent o f the prem i­

um for dependent coverage 
is paid. Alaska is one of 12 
states w ith that provision.
• State employees have a 

S100 deductible and pay less 
out-of-pocket medical ex­
penses than all but 3 percent 
of public employees nation­
wide.
As medical costs have 

gone up, so have insurance 
costs. But A laska ’s public 
employees’ plan, issued by 
Aetna L ife Insurance Com­
pany, has also gotten more 
expensive because of its ex­
tremely libera l terms and 
because people are going to 
the doctor a lot more often, 
according to Taylor.
The biggest increases have 

been for chiropractic care 
and psych ia tric and sub­
stance abuse treatment, ac­
cording to a survey of state 
employee insurance claims 
filed during the past two 
years. Charges fo r chiroprac­
tic care went up 27 percent 
in the past year. But that is 
not due so much to higher 
costs as it is to people going 
to the chiropractor more of­
ten.
State figures show em­

ployees visited chiropractors 
25 percent more often in the 
past year.
A Juneau ch iro p ra c tic 

clinic, Davis Valley Chiro­
practic. is No. 9 on the lis t of 
payments made to doctors 
and c lin ic s , re ce iv in g 
S315.620 from Aetna.
Treatment fo r mental i l l ­

ness and substance abuse ac­
counts for 40 percent of a ll 
hospital stays paid fo r by 
the plan. For Aetna’s other 
A laska insurance po licy 
holders, mental illness and 
substance abuse accounted 
for just 16 percent of a ll 
hospital stays.
And the state pays fo r 

people to go to whatever 
hospital they want and to 
stay as long as they want. 
Five of the 14 most expen­
sive hospital stays paid fo r 
from Ju ly 1986 to June 1987 
were fo r mental disorders. 
One 16-year-old boy, the son 
oil a state worke r, spent 
more than a year in Camel- 
back Hospital in Phoenix, 
Ariz., at a cost of 5131,000, 
for neurotic depression. An­
other 15-year-old spent 350 
days at the same hospital fo r 
what insurance records show 
as “ childhood mental disor­
ders."
Charter North Hospital, 

which specializes in mental 
illness and substance abuse 
treatment, had the highest 
charges per hospital admis­
sion o f any hospital used by 
state employees last year. 
Charter North charged an 
average of $15,441 per ad­
mission compared to Provi­
dence Hospital at $6,115 and 
Humana Hospital-A laska at 
$5,487.
Taylor said some of the 

high costs of treatment for 
mental illness and substance 
abuse are due to high alco­
holism and divorce rates in 
Alaska and the fact that 
many people do not have 
fam ily here and more readi­
ly  turn to professionals fo r 
help-,.
“ I t ’s also my opinion that 

you are seeing the impact of 
television advertis ing," Tay­
lo r said. "Turn on the tube 
and what do you see, ‘Prob­
lems w ith your kid? Send 
them here. Cocaine prob­
lems, come see us .'"
Taylor also said the rise

in chiropractic costs might 
also be attributed to heavy 
television advertising.
Whatever the reason, state 

leaders say something must 
be done to at least slow the 
rising costs. But since the 
insurance is part of union 
contracts, there is little that 
can be done.
Any change would have to 

be negotia ted w ith the 
unions or the legislature 
would have to amend state 
labor relation laws to allow 
Cowper to make changes in 
the benefit package.
Cowper, House Speaker 

Sam Cotten and Senate Pres­
ident Tim Ke lly agree they 
w ill ‘“ take a look at”  the 
benefit package, but because 
of the contract requirements 
they stop short of saying 
they w ill take action to cut 
he plan.
“ I f something was to ap­

pear before us magically 
maybe we could take a look 
at i t , ” Ke lly said at last 
week’s budget summit.
Bu t this week Ke lly said 

in an in te rv iew  that the 
costs were clearly out of 
control.
He said it is un fa ir to the 

Alaskans that do not share 
in the plan to keep paying 
out more and more money to 
insure state employees. “ It 
comes down to creating an 
elite class o f people who are 
liv in g better than the people 
they are work ing fo r."
Cotten said that to bal­

ance next year’s budget it 
m ight be necessary to cut 
services, raise some taxes 
and repeal an oil-company 
tax break, and that state 
employees should not be ex­
empt from taking a hit, too.
B u t even w ith  changes 

this year, the cost of the 
plan w il l keep going up, 
according to Taylor. " I f I cut 
the plan and contain costs, I 
s t il l have to deal w ith 20 
and .30 percent increases 
each year."
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Health insurance 
costs rise feverishly
Workers at a loss as employers cut back on benefits

Rising Medical Costs
Fliso in modieal cosla vs consum e! 
pneo indos in Ancliouign

By HAL BERNTON
DaJ/ Mens /eporler
L este r Snow  has 

worked ns an Alaska 
disc Jockey for 19 

years, and one benefit he 
always counted on was 
health insurance. That 
meant a lot to Snow be­cause his wife, Jennifer, 
has a serious heart condi­
tion that requires medica­
tion and close monitoring.

Then la st F eb ruary , Snow got had news front 
his employer, Sourdough  
Broadcasters Inc. Owner 
I’atty  Harpe l said she 
couldn't afford the 70 per­
m it  price increase demand­
ed by the company's Insur­
er, and couldn 't find a 
cheaper alternative Oroiip 
insurance for the station's 
15 c-liiplc.yi’c-s would be 
chopped

Snow fell Ii.ii k cm n 
Vc-teians A dm ini.‘iti.it ion 
policy to cover his own 
liilinents bill lie also needed 
a family policy for bis wife und two teen age childiell 
lie found Jennifer's heart 
condition dmvc the cost of 
ItwiI policy oot of sight. 
"My family has nothing," Snow sav-| " If we have o f *ilfia Imi liir in i Mi'iif nr Ml

Ar« (ii<r t i w . J s n  1.1.*»».!•.
Disc Jockey Lester Snow was left scrambling when his employer wss fo icod to drop health benefits fo r employees.

* Vl.ll III- I itr-ll'l I'll *I|||||I r 1 lullif'llI V In  t,e ■illlltenl'il I"

100 percent, accordim; |ri 
brokers Walt Baldwin. Ibll 
Purringlon and Dave St rat­
ion.

Those rale iin -iea - 1 - , 
have pushed lie- mst i-t many Alaska policies f u 
above the- national nvei -i;e 
For nn Alaska It ill: oi 
uninn worker nod fo- ilv. 
for example, (lie total n -. | 
of annual insurance i . 
$5,(115, more than ilnol li­
the national average

Ip years past, elliptic 1 1  . tiled  to dodge ta le  m 
cu-nscs by changing to an 
other insurer. Hut t l.i . 
year, the mail el's tpo.t 
c-ned and findii.i; annth'i insurer is n'.lirli li oi!- > In 
dn, says Baldwin

F.mployite esnn.i rd '-i, 
me rcquiri d l.i-fun- m-v. ii 
sun-1-, agree to cviile 
poliiies, and il il»-> •! • ' 
like what they fuel ' I '  • tln-y hack away oi |> In • 
to iiisiiie alieady c m . ling 
eonditioiis

The mst of in d i.e lsd  piilirii", — a fall ha-1, lor 
those whose- rinplo-. i r. 
don't offer insiiiani'c -d 
so Is soaring ilhic Cm . of 
Washington nnd Alaska, a 
major stnte Insui'-r. is sea k- 
log nn iivi'iage-70 pen i-nl
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Growth in State Insurance Bill
Alaska stale employee health plan

Anchor *9* OVy Meal chtfTiAon Cnfl»*orn

Bn* disc Jorkrv for Ik 
yrars. end one brneflt he 
nlwnys counted on wni 
hrn lth  Insurant i>. Tltnt 
meant a lot tu Sin i m  In 
cause his wife, Jennifer, 
L a i a seri.uis he.irt condi­
tion Hint requites uiidlea tl-.n hint close mniiltntlog

T Iic ii lo s t  F e b r u a r y , 
S i.ow  K'.I liiid neves fium 
his e !U |i |o y e r , Sourdough 
D io .iitrnsti-rs I»c  Owner 
P i. t ty  1 1 ;■ r 11 -11 su lil she 
t iu l ' l i ,  t : , | | , , i ' l  (In- YlJ ',n t 
len t p :i<e  Incii <-,<• dm ,,m il 
ed t,y tin- company's insur­
e r , mid <-<iu I ills' t fin d  n 
ch< <[11-r a lte rnative  ( im .ip  
iiiNur.in-e fur tin- station 's 
IS em p lo y ee :. w ou ld  be 
dropped.

Snow fell I,nek on n 
Veterans Adm inistration  
policy to cover his own 
ailments but lie also needed 
a family policy for his wife 
and two teen age children. 
He found Jennifer's heart 
condition drove the cost of 
thot policy out of sight. 
"My family has nothing," 
Snow says. “ If we have a 
catastrophic accident o r Ill­
ness, I will be up against a 
wall.'*Snow Is experiencing the 
harsh edge of a new Alaska 
business trend — the slash­
ing of employee health-care 
benefits.

Throughout the state — . 
end particularly In Anchur- 
nge — employers already 
reeling from several years 
of recession are being 
shell-shocked by huge an­
nual Increases In the cost of 
health-care benefits.

They 're responding by 
cutting back on these bene­
fits and forcing employees 
to share more of the costs, 
and In some cases dropping 
such coverage altogether. 
And they’re ' inlng a de­
bate already in progress 
among Insurers, those who 
offer medical services and 
state officials about why 
rates are skyrocketing and 
Just what can be done to 
control them.

Often hit hardest by In­
creases are small employ­
ers already operating on 
thin profit margins.

"You Just don’t get good 
rates if you have anyone 
with medical problem s," 
says Harpel, the station 
manager. “ And you never 
know how long you will be 
nblc to keep a policy before 
It's canceled and you're out 
on the big w ide ocean 
looking for another llfesav- 
er.”

A state survey estimated 
that <0,000 working Alas­
kans and their dependents 
lack any type of health 
Insurance — either from 
private or public sources.

The state 's shrinking  
health-care coverage repre­
sents a sharp reversal from 
the boom years of the early 
'80s, when Alaska employ­
ers — both public and pri­
vate — developed some of 
the nation 's best health 
benefits to help recruit 
workers from the Lower 
48. Many policies were 
what Insurance agents call 
"cadillacs," featuring mini­
mal out-of-the pocket ex­
penses for employees.

But many of the "Cadil­
la c s " arc turning Into hum­

ble Fords and Chevys, or 
worse, as employers strug­
gle to cope with the rising 
Insurance costs. That has 
made health insurance a 
major lirsue In state, munic­
ipal and p rivate sector 
union negotiations, and In 
Juneau, where politicians 
already have drafted bills 
to create a new state health 
Insurance corporation.

"It's a serious problem, 
and one that we’re going to 
face for the rest of our

lives," says B ill Quinn, a 
union leader who serves on 
an Alaska Railroad Corp. 
health insurance commit­
tee. "Those of us In the 
baby boom may not be 
faced with what kind of 
health Insurance we want 
when we retire, but wheth­
er we'll be able to afford 
It."

The Alaska health care 
Inflation parallels a nation­
wide surge In benefit costs, 
but premium inflation here

appears to be particularly 
acute.

T h re e  n a t io n w id e  
surveys reported by Busi­
ness Insurance. The Wall 
Street Journal and Health 
Week cited average 1989 Increases of 11 to 25 percent 
for group health plans.

In Alaska, a few compa­
nies contacted by the Daily 
News report they've man­
aged to hold the line on 
health costs. Alaska Com­
mercial Co., for example, 
an Anchorage-based mer­
chandising chain employ­
ing 450 people, this year 
reports no increase In its 
policy premium.

“ We manage the benefits 
very carefully," says Sam 
Salk ln , A laska Commer­
cial's president. "We have 
(medical) authorization pro­
cedures, second opinions."

But Alaska Commercial 
Is the exception, not the 
norm.

Three major Alaska in­
surance brokers Indicated 
average 1989 increases of 30 
to CO percent are the norm.

And some increases top

Thm e r«te lncr*is< i have pushed the cost of 
many Alaska policies far 
ntmve the nallonal average 
For an Alaska It.<i11 <•:<<! 
unh.n worker and family, 
for example, the total i « t  
of annual Insurance is 
$5,815, more than double tin- national average

III years p '- l .  eniplrr, er, 
tried to dodge rate in - 
crease-, by changing to an 
Other Insurer Hut tin-, year, ll.e n .a ik -t's ligl '
• ned and finding nm.tl.i-r 
in-.iin-r is rninh lu t ilu  In 
do. says Baldwin.

Employee exams often 
nn.* lerpiired la-fore in--.-.- m 
surers agree to write im­
policies, and if tlu-y don't 
like what they find, tln-n 
they bark away or n l» .<• 
to insure already existing conditions.

The cost of individual 
policies — a fall back Inr 
those whose em ployeis 
don't offer insurance — al­
so is soaring. Blue Cross of 
Wasldngton and Alaska, a 
major state insurer, is seek­
ing an average 70 percent 
Jump in the cost of individ­
ual insurance policies

"The point is not just 
that it's expensive, but 
whether it will even be 
available," said Paul Holl­
er, director of the state 
D ivision  o f Insurance. 
"People just cannot affmd 
those rates."

O
The debate over Alaska's rising health costs is of ton 

dominated by discord
Doctors say their Alaska 

costs arc high, because 
overhead is much higher, 
and they point the finger at 
insurance companies.

"I think a lot of the 
problems, from the physi­
cian's perspective, are gen­erated by the insura. c 
companies," says lliehaid 
Neubauer, an Anchorage 
internist. "They set up a 
lot of obstacles for prompt 
payment of bills, and maxi­
mize the amount of paper­
work.

Pleasa soa Page B-3. HEALTH

Harvard MBAs take ethics to heart
By PAUL WILKES
Tliu lli.-w York lanes

BOSTON -  At the llnrvrird 
Business School earlier this 
year, n group of students gatti-

"I have to agree. This Is a business 
decision, pure and simple. We're paid 
to make the most profit possible. 
When ynu start gelling Into sociology 
ond all that, you lose sight of wluit 
Job you're sniipo-.i-d to d<< "

closes in on recov

The latest office spare 
niaikrt study the
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HEALTH INSURANCE: Employers cut benefits in face of rising costs TraC
Com.nurd inyn P»J« B-'

"They se i u p  q u a lity  in- 
lu r a n c r  p ro g ra m s , rev iew  
types o! th in g s , and  ca ll (o r 
ju s tif ic a tio n ."

B ro k e r  P u r r in g to o  a c ­
cuses Blue C ross, a m a jo r — 
and non-profit — A .a saa  in ­
su rer. of predators- pric ing  
— cu tting  ra les  u r e a  m a jo r 
com petition  sh o w t up. m en  
jacking  th em  up occe m a t 
com petition 's  gone In 1955. 
for exam ple. B lue  C ress cu t 
m any of i ts  group ra tes  to  
help  fend o ff  an  unsuccessful 
a ttem p t by  H um ana C arr 
P lus to  g rab  a  ptce o f  th e  
A laska m a rk e t.

S tephen  C la rk , e s rc u tiv e  
s ice  p res iden t o f B lue C ross, 
says th e  p ro b lem  coesn 't lie 
erith  the  in su rance  com pa­
nies. He says  A laska  doctors 
and hosp ita ls  charge s u c h  
m ore than  us th e  L e v e r  48. 
and th e ir  com pany  ju s t p a s ­
ses th rough  the  ev e r-in fla t­
ing costs. A la sk a  la bo ra to ry  
tests, fo r  ex am p le , a v e n g e d  
72 percen t h ig h e r  in A laska  
th in  W ashington , according 
to  B lue C ross data .

'I f  w e a re  to  contain  th e  
excessive costs  o f  health  ca re  
in  A laska , w e 'v e  got to  w o rk  
in  unison  w ith  the  p h y s i­
cians. h o sp ita ls , em ployers 
and  in d iv id u a l s u o w n o e rs ."  
C la rk  says.

S ta te  o ffic ia ls  d cn ’t keep  
deta iled  f in a n c ia l d a ta  on  a ll 
o f the  m ore th a n  30 in su re rs  
selling h e a lth  insurance tn  
A laska . B u t th e y  do m o n ito r 
B lue Cross, due  to  u s  special 
s ta tu s  as a con-prcf:'. m e d i­
cal serv ice ce rp o ra tie a . Arte 
In 1987. th e  la st yea r in  
w hich  fin an c ia l in fo rm ation  
Is av a ilab le , s ta le  recortts 
ind ica te  B lue C ross rough ly  
b roke even in A laska, p a y ­
ing out 551 m illio n  in  claim s 
end  a d m in is tra tiv e  costs a n d  
ta k in g  in  th e  sam e am ount 
i s  p rem ium s.

A etna L ife  tc C asualty , m  
t  report to  a  s ta te  u s e  force, 
indicated  th a t  since 1995. the  
in iu r a n c e  p la n  c o v e rin g  
s ta te  em ployees lo r. m ore  
th a n  510 m illion .

-State in su ran c e  d iv ision  
o fficials c ite  sev e rs , m a jo r 
n a tions! t re n d s  formng up 
th e  cost o f A la se a  c e a ith  
insurance. T hey  rnc-ude.

« The u se  o f  ev e rm o re - 
costly  techno logy  to ex a m ­
ine. tre a t an d  prolong th e  
life of p a t ie n ts , in n u d u tg  
v ictim s of A I D ' and o th e r  
te rm in a lly  il l p  neats .

" O u r  s o c ie ty  h a s n ' t  
reached th e  p o in t yet w nere  
w e s ty  we can  t a iio rd  to  
absorb  th e  cost of a b e a r , 
tra n sp la n t f a r  a M -rcar-o id  
guy w ao  t  ceen  sm axm g six  
p ic a s  c f  c ig a re tte s  all h is 
life. " says W arren  D vorak , 
benefits m a n a g e r  fo r m e A n ­
chorage Scnool D istrict.

• In c re a se d  s a la r ie s  to  
help  h o sp ita ls  and  o tc e r in ­
s titu tio n s  d ea l w ith  an ev e r  
m o re  s e v e re  s h o r ta g e  o f  
n u rse s  a n d  o th e r  m e a ica l 
personnel.

• C ost s h i f t in g .  As m e  
f e d e ra l g o v r r n m a c t  c u ts

M o s t  A m e r i c a n s  h a v e  
h e a l t h  in s u r a n c e
M o i l A m « fic a * s  -  a ;  p e rc en t -  n a v e  p r iv a te  o» g o ve rnm en t n r  in n  
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back on M edicare and  o th e r  
m edical p aym en ts , ho sp ita ls  
are  try in g  to  com pensate  by 
ra is in g  ra te s  fo r p a t ie n ts  
w ith  p r iv a te  insurance.

• Recent federa l law s re- 
pa irin g  em ployers to  ex ten d  
tem porary  h ea lth  benefits  to  
form er em ployees and  fu ll 
benefits to  some seasonal 
an s  em p o rary  em ployees

R egional tren d s  also  fuel 
the  in fla tio n , according to  
th e  s ta te  in su rance  d iv ision , 
in d u s try  o ff tc u  -s and  a  d ra f t  
report of tn e  C a v e m o r 's  In- 
t e r m  C om m ission  on H ea lth  
Care

• Huge increases in th e  
c c tt c f A laska  m alp ractice  
insurance — ootn  for docto rs 
an c  h o sp ita is  — have been 
pasted  or. to  hea lth  care con­
sum ers A nd the  th re a t of 
carnage su its  nas p rom pted  
m ere  d e fe n s iv e  m e d ic in e  
Doctors c ro e r  ad d itio n a l, a t 
tim es unnecessary , te sts  and  
exam s to  be ip  p ro tect th em  
from p a tie n ts  w no m igh t l a t ­
er eecide to  sue

• W ith  tb e  p a s t th r e e  
years, a m a jo r increase in 
tne  use of an  ever-expanding 
array  of A lask a  hea lth  ca re  
services. L as: yea r, fo r e x ­
am ple. C h a rte r  N orth  M edi­
co. Corp. openea an expen ­
s iv e  n e w  f a c i l i ty  fo r  
m -patien t tre a tm en t of d is ­
tu r b e d  c h i ld r e n .  T h a t  
prom pted  a m ore than  dou- 
n iin g  of a d m iss io n s  fro m  
s ta te  em oioyees and th e ir  
fam ilies. A rc  hosp ita l c h a r­
ges to  th e  s ta le  s insu rance 
p ro g r a m  s o a r e d  f ro m  
5325.448 in  fisca l y ea r 1987 
to  51.2 m illio n  in  fiscal y e a r  
I9!5.

The In c re u e d  use. in d u s­
try  o ffic ia lj say . a lso  resu lts  
from  s k itt is h  w orkers  w ho 
-  in a dow n econom y — fear 
for job  secu rity , and  w an t to  
m axe su re  any  ae a lth  p ro b ­
lems a re  d ea lt w ith  w h ile  
tney s ti l l  h a v e  coverage

• T he sagging  econom y a l ­
so has caused  a big increase 
in l i r e  m ecicir.e by th e  h o s­
p itals  W ith in  the  p as t th ree  
years. P rov idence H o sp ita l 's  
im reim burseo  m edical s e r­
vices ju m p ed  from  57 m il-

You just don't get good rates if you 
have anyone with medical problems. 
And you never know how long you will 
be able to keep a policy before it's 
canceled. 9 — Patty Harpel

CD RATES'FORTHE SERIOUS INVESTOR.

lion to  517 m illion  D uring  
th a t sam e tim e  p en o d . H u­
m a n a 's  jum ped  from  55 m il­
lion to  512 m illion , tl.e  hos­
p ita ls  say .

T na t ten d s  to  d n v e  u p  the  
cost of services fo r those 
w ho can a ffo rd  to  pay . s ta te  
o ffic ials say.

In th e  L ow er 48. the  s tru g ­
gle to  gain con tro l of h ea lth  
care costs — and  o ften  in ­
tense co m petition  for p a tie n t 
dollars — has  tr iggered  a 
revo lu tion  in  h ea ltn  ca re  de­
livery . In  m any  m a jo r u ro an  
areas, em ployers can choose 
from  a w ide range of p ro ­
g ra m s. su ch  a s  p re -p a id  
h e a lth c a re  p lans in  w hich  
doctors and  h o sp ita ls  guar- 
am ee services fo r a fixed  
fee. O th e r p rogram s invo lve 
doctors and  hosp ita ls  w ho 
team  up  to  o ffe r em ployers 
d is c o u n t s e rv ic e s  in  e x ­
change fo r la rg e  vo lum es of 
business.

In th e  bea lth -ca re in d u s­
t r y .  su ch  p ro g ra m s  a rc  
know n as  "m anaged  ca re ."  
and  m any  v iew  them  as  the 
w ave of the  fu tu re

" A n  in c re a s in g ly  h ig h  
percentage of people w ho 
a re  in s u re d  rece iv e  som e 
so rt of m anaged ca re ,"  says 
Doug H astings, a W ashing­
ton . D.C.. a tto rn ey  specia lis­
ing in hosp ita l and  hea lth  
care issues. "A nd  roost ex ­
p e n s  p red ic t th a t g row th  
w iil co n tinue  '■

B ut in  A laska , such pro ­
gram s a re  in th e ir  infancy. 
T h a t's  due. in  p a r t ,  to  th e  
s ta te 's  iso la tio n  and  sp arse  
po p u la tion , w bich m ake it 
d ifficu lt to  o rgan ise  large- 
v o iu m e  h e a l tn  c a re  p r o ­
gram s p ro fitab ly .

A n o th er oostac le  to  th e ir  
deve lopm ent is th e  s ta te  s 
doctors, m any of w hom  view  
such p rog ram s w ith  d is tru s t 
and  o u tr ig h t h o s til ity . " I 'm  
ex trem ely  happy  th a t those 
th ings n av e  not com e h e re ."

sa id  N eu b a u e r . th e  in t e r ­
n ist.. . .  M aybe th e  cost of 
insurance w ill go dow n, b u t 
so w ilt th e  q u a lity  o l care 
and I 'm  not su re  i t 's  w orth  
It."

N eubauer said  th e  m a n ­
aged ca re  system s tend  to  
screen o u t those w ho a re  
rea lly  sick , since th e y  m ay 
need lo ts  of expensive tr e a t­
m ent th a t  w ill cu t aw ay  the  
p ro fits  from  a p r e p a id  o r  
d iscount plan.

O th e r  A laska docto rs say  
m anaged care m eans m ore 
losurance com pany b u reau ­
cracy a n d  in fe rio r ca re  fo r 
everyone: Doctors w ith h o ld ­
ing tre a tm en t fo r fea r the  
next te s t  — or the  nex t 
opera tio n  — w ill erode the  
pro fit from  a p re-determ ined  
fee.

In su rance  com panies d is ­
agree and  are f ru s tra te d  by 
the A la sk a  docto rs ' reluc­
tance to  em srace th e  new  
system s. "Y o u 're  open ing  a 
very  in te res tin g  an d  very  
sensitive  a rea ."  says  Robert 
S im o n s , a p h y s ic ia n  e m ­
p loyed as  A etna 's  m edical 
d irec to r. S im ons sa id  h e  sent 
le tte rs  to  s ta te  physicians 
ask ing  them  to ]o in  in  new  
m anaged care p ro g ram  w ith  
A etna, an d  found " n o  real 
in te re s t."

B lue Cross says  it w ilt 
a ttem p t to  im pose h ea lth ­
care m anagem ent on p h y s i­
cians b y  d ra ftin g  new  d is ­
count policies th a t  on ly  re­
im b u rse  p a t ie n ts  fo r  th e  
average  cost of a phy sic ian 's  
service. The average  b roken  
arm , fo r  exam r .e, co sts  567 
to set in  A laska, b u t som e 
doctors charge 5150.

If a docto r's  co st is  way- 
o v e r  th e  a v e ra g e  — an d  
there  a re  no special com p li­
ca tions to  ju s tify  th a t ,  then  
the  new  policy w ou ld  prod 
the  p a t ie n t to  a c h e ap e r doc­
to r. s a id  C lark , th e  Blue 
Cross v ic e  p res iden t.

A e tn a  an d  B lu e  C ro ss  
have h ad  m ore success d e a l­
ing w ith  h osp ita ls .

A etna has convinced H u­
m ana to  o ffer a 30 percen t 
d iscount in  serv ices, accord­
ing to  S im ons, in m u m  for 
helping fill Ihe h o sp ita l's  
beds w ith  a s teady  s tre a m  of 
its  in su red .

B lue C ross has te am ed  up  
w ith  P rov idence  in  a s im ila r  
p ro g ra m . A nd P ro v id e n c e  
recen tly  struck  o u t on  its  
ow n to  o ffe r  such d iscoun ts 
d irectly  to  A lycska P ip e lin e  
Service Co. and sev e ra l o th ­

e r  la rge  em ployers.
T he em ployers w ho p u r­

chase such a isco u n tcd  s e r ­
vices use on econom ic h am ­
m e r  to  i n s u r e  t l . e l r  
em ployees go to  th e  r igh t 
hosp ita l. Em ployees pay a 
low deduc tib le  if  th e y  a tten d  
th e  p re fe r re d  h o s p ita l ,  a 
m uch h igher d ed u c tib le  if 
they  a tte n d  th e  com petition .

Such p lans w e re  firs t in ­
troduced  to  A nchorage in  th e  
m id  '80s. and  as  ra le s  rise, 
th e ir  appeal g ro w s, both to  
em ployers and em ployees.

T he A laska  R a ilro ad , (o r 
e x a m p le , a f t e r  m o n th s  o f  
tough  barg a in in g  reached a 
1987 un ion  ag reem en t th a t 
inc luded a th re e -y ea r freeze 
on em plover p r \  ten ts  to ­
w ard  h ea lth  benc-i.cs. A t the  
tim e, tl  looked lik e  a  good 
s e t t le m e n t  b e c a u se  th o se  
p a y m e n ts  c o v e re d  a ll th e  
costs of a g ilt-edged m edical 
p lan  jo in tly  in su red  th rough  
the  ra ilro ad  and  A etna

B ut la s t  year. A etn a  h it 
th e  ra ilro ad  w ith  a 40 p e r ­
cen t ra te  inc rease  fo r the  
s ta n d a rd  p lan . T n en  they  o f­
fered a m ore m o d e st a lte rn a ­
tive. a 14 p ercen t ra te  in ­
crease for those  em ployees 
w ho w ould  jo in  a  "p re fe rre d  
h o s p i ta l "  p la n  w i th  H u ­
m ana.

U nder th a t p la n , em p loy ­
ees w ho  chose P rov idence  
w ould  h ave  to  pocket 40 
percent — ra th e r  th a n  the  
s tan d a rd  20 p e rce n t — of 
in itia l hosp ita l co sts .

O th e r  co st m a n ag em e n t 
e f fo r ts  in c lu d ed  io s u ra n c e  
com pany ap p ro v a l of non- 
em ergency surgery- and  a fi­
n anc ia l pen a lty  fo r  not o b ­
ta in in g  a second o p in ion  on 
p rospective  su rgery .

N o n-un ion  r a i l r o a d  em ­
ployees cbose to  s ig n  up fo r 
th e  p r e f e r r e d  p la n ,  b u t 
union  w orkers  o p te d  aga inst 
it . T hen th is  y e a r , facing 
an o th e r  32 p ercen t increase, 
th e  un ions dec id ed  to  go 
w ith  th e  p re fe rre d  option .

E ven w ith  th e  p referred  
p la n ,  th e  new  in iu r a n c e  
d o esn 't com e cheap . A  fam i­
ly  p o lic y  w ill  c o s t  each  
un ion  m em ber 52.049 out of 
pocket.

Q uinn, th e  u n io n  leader, 
sa id  h e 's  ta lk e d  w ith  ihe  
ran k  and  file A b o u t cu tting  
bene fits  to  try  to  b n n g  tha t 
expense dow n fa r th e r . But 
fo r th e  m om ent, h is  m em ­
b e r!  say  no. "T be em ployees 
s t i l l  w a n t th e  p la n  th e y  
havc . They a re n 't  w illin g  lo  
dow nscale it — y e t ."
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Maturity Rate
60 Days 8.75%

New Year's
Christmas sales have dropped off, and cur year-end 

inventories are far too high! To reduce our stock we'v 
drastically cut prices on all popular computer systems. 

All units must go, but prices are limited to stock on hand, 
save now during the largest inventory clearance in our liis



health costs
Insurance will rise 43% this year'

is expected to continue to 
grow ,at,a rate o f 20 percent
ie^ttioiBetoteCpP^fidljif

By BRIAN S. AKRE
trtaû socialediLFress'1-^1'
J U N E A U — ^LawimScerSI 

are rushing to form a task 
force to rec­
ommend solu­
tions to a po- 
l i t l c a l l y  
thom y prob­
lem: how the 
s t a t e can 
s l o w the 
sharp rise in 
its employee 
hea lth -in su r- 
ance costs.
The state’s 

b i l l fo r em­
ployee health 
i n s u r a n c e  
w i l l  r i s e ...
about 43 per- Uehling
cent this year, to $104 m il­
lion. The legislature w il l be 
asked to approve a $15.5 
m illio n supplemental appro­
p r ia t io n  to cover the in ­
crease. Next year’s budget is 
expected to include an addi­
tiona l $17.5 m illio n to cover 
anticipated increases in the 
coming year.
- "W ithout action, th is cost
V

Tim Ke lly said!
Sen. Jim Duncan, D-Ju- 

neau, said he could th ink of 
no other major part o f the 
budget that has risen so dra­
matically. " I t ’s a problem 
that just can't w a it," he 
said.
The Senate Finance Com­

mittee on Friday approved a 
reso lu tion to create the,' 
Health Care Cost Contain-1 
ment Task Force to look in to ' 
the problem.
The task force in it ia lly 

would be charged w ith rec-; 
ommending immediate mea­
sures to reduce health insur­
ance costs next year w ithout' 
reducing benefits. There are- 
several such measures tha tj 
could be taken outside the, 
legislative and union bar­
ga in ing processes, Duncan 
said.
The state is obligated to 

p rov ide a high leve l o f 
health-care benefits through

\
Please see Page E-2, HEALTH,1
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HEALTH: Lawmakers look at costs
[ Continued from Pags E-1
its contracts w ith the em­
ployees' unions. Any propos­
als to cut benefits would 
have to be negotiated.
Members of the task force 

would include three execu­
tive branch representatives 
appointed by the governor, 
tw o senators, two House 
members, two union repre­
sentatives and two health 

. industry representatives. 
•‘ •The nesofution goes to the 
S S fi it^ ^ f i^ 'C o h if t i t te e  be­
fore re fe rta l'to the fu ll Sen­
ate. Sen. Rick . Uehling, R- 
Anchorage, said he expects 
the Senate to vote on the 
resolution this week.
The state health-lnsurance 

plan costs an average of $431 
a month per employee, and 
i t covers 90 percent o f the 
costs of a wide range of 
medical procedures.
A l l fu ll- tim e state em­

ployees, Includ ing leg is la ­
tors, are covered by the plan 
free of charge. Dependent 
coverage is fu lly paid by the 
state, and the plan has a 

->■$100 deductible.
•V A t a recent "budget sum­
m it" ' between Gov. Steve 
Cowper and leg is la to rs , 
Ke lly said the plan’s costs 
have gone out of control. 
W hile p riv a te employers 
have had to cut back on 
coverage or force employees

to pay a greater share, the 
state continues to absorb the 
increases, the Anchorage Re­
publican said.
Lawmakers said the idea 

behind the task force is to 
bring together everyone in ­
volved to work out savings 
that w ill help balance the 
state budget-
" I  th ink i f  we can get 

everybody working togeth­
er, and the people under­
stand the legislature is seri­
ous, about stopping th is cost 
iti&^a&'/.'thaft we- can;'come 
Up w ith ’ some short-te rm 
cost savings," Uehling Said.
"Th is is not a problem 

unique to A laska," Duncan 
said. " I t ’s not the employ­
ees’ fault tha t the costs are 
going up. I t ’s not the unions' 
fault. It's a national prob­
lem ." '
The task force probably 

w ill hife a consultant to 
study the health-insurance 
plan and recommend w ith in 
45 days what actions can be 
taken, Uehling said.
Steps that have been dis­

cussed in fo rm a lly include re­
quiring second opinions on 
surgery, encouraging outpa­
tient rather than inpatient 
surgery, and increased case 
review, Duncan said.
Duncan estimated such 

steps, could im m ed ia te ly 
save the state 10 percent to 
12 percent in premium costs.



A P O S I T I O N  O F  U N I F I E D  A L A S K A  L A B O R

We i n  A l a s k a  U n i f i e d  Labor a r e  r e a d y  t o  meet  t h e  c h a l l e n g e  and  
e n c o u r a g e  a p r o a c t i v e  j o i n t  r e s o l u t i o n  t o  t h e  many p r o b l e m s  
f a c i n g  our S t a t e .  T h e s e  a r e  t i m e s  t h a t  c a l l  f o r  a s p r i t  o f  
c o o p e r a t i o n  among  t h e  p e o p l e  o f  A l a s k a  t o  b u i l d  a s t a b l e  
d i v e r s i f i e d  e con omy and p r o v i d e  f o r  a r e s o n a b l e  s t a n d a r d  o f  
l i v i n g  f o r  A l a s k a n  f a m i l i e s .  T h i s  i s  n o t  a t i m e  t o  d i m i n i s h  
s u p p o r t  or  blame working p e o p l e  f o r  r i s i n g  c o s t s  o f  h e a l t h  an d  
o t h e r  e s s e n t i a l  f a m i l y  b e n e f i t s .

U n i f i e d  A l a s k a  Labor has  r e v i e w e d  Governor  C owp e r ' s  p r o p o s a l  on 
" D i s p u t e  R e s o l u t i o n  f o r  P u b l i c  E m p l o y e e s ' .  F o l l o w i n g  t h a t  r e v i e w  
i t  i s  e v i d e n t  t h a t  t h e  p r o p o s e d  l e g i s l a t i o n  i s  c o u n t e r p r o d u c t i v e  
t o  e f f e c t i v e  l a bo r / ma na ge men t  r e l a t i o n s  i n  t h e  p u b l i c  s e c t o r  i n  
our s t a t e .  I t  ap p ea rs  t h e  A d m i n i s t r a t i o n ' s  a p p r o a c h  t o  d e a l i n g  
w i t h  t h e  S t a t e ' s  f i s c a l  c h a l l e n g e  i s  m i s d i r e c t e d  t oward  c h a n g i n g  
t h e  p r o c e s s  by which sound l a b o r / m a n a g e m e n t  r e l a t i o n s  w i t h i n  t h e  
p u b l i c  s e c t o r  have  been c o n d u c t e d  f o r  some  t w e n t y  f i v e  y e a r s .  
The  p r o p o s a l  p r e m a t u r e l y  r a i s e s  u n d u e  c o n t r o v e r s y  on i s s u e s  
c u r r e n t l y  b e f o r e  the  S t a t e  Supreme Court  and on c l o s e  e x a m i n a t i o n  
would a l l  but  d e s t r o y  p u b l i c  s e c t o r  c o l l e c t i v e  b a r g a i n i n g  w i t h i n  
our S t a t e .

The p r o p o s a l  removes  t h e  " c o l l e c t i v e "  f rom c o l l e c t i v e  b a r g a i n i n g .  
S o l u t i o n s  t o  e s c a l a t i n g  c o s t s  a r e  n o t  f ou nd  by g r a n t i n g  e i t h e r  
p a r t y  i n  t h e  b a r g a i n i n g  p r o c e s s  u n i l a t e r a l  a u t h o r i t y  t o  d e t e r m i n e  
t e r m s  o f  an a g r e e m e n t .  M o r e o v e r ,  w e a k e n i n g  e x i s t i n g  b i n d i n g  
a r b i t r a t i o n  or  c r e a t i n g  a p r o c e s s  t h a t  c o u l d  i n  a l l  p r o b a l i t y  
n e g a t e  good f a i t h  c o n t r a c t  b a r g a i n i n g  o f  b o t h  p a r t i e s  w i t h  " l a s t  
a n d  f i n a l "  ( v e r s u s  " l a s t  a n d  b e s t " )  i s  a b s o l u t e l y  n o t  an 
a c c e p t a b l e  a p p ro ac h .

E s c a l a t i n g  c o s t s  i n  h e a l t h  c a r e  a r e  n o t  u n i q u e  t o  our s t a t e .  
La b o r  an d  man agemen t  w o r k i n g  j o i n t l y  c a n  m a k e  s u b s t a n t i a l  
p r o g r e s s  i n  t h e  a r e a  o f  c o s t  c o n t a i n m e n t  a n d  r a i s e  u s e r  
r e s p o n s i b i l i t y  a w a r e n e s s  w i t h o u t  i m p a c t i n g  t h e  c o l l e c t i v e  
b a r g a i n i n g  p r o c e s s .  Labor r e p r e s e n t a t i v e s  who s e r v e  a s  t r u s t e e s  
on T a f t - H a r t l y  ( p r i v a t e  s e c t o r )  b e n e f i t  t r u s t s  h a v e  e x t e n s i v e  
e x p e r i e n c e  i n  management o f  h e a l t h  b e n e f i t  p l a n s  w i t h i n  our S t a t e  
and s t a n d  r ea d y  t o  e n t e r  i n t o  a p r o c e s s  w i t h  t h e  L e g i s l a t i v e  and 
E x e c u t i v e  Branch of  S t a t e  Government  t o  d e v e l o p  j o i n t  s h o r t  t e r m  
s o l u t i o n s  and l o n g  r a n g e  s t r a t e g y  t o  a d d r e s s  t h i s  and  o t h e r  
i s s u e s  t h a t  impact  t h e  f i s c a l  i n t e g r i t y  o f  our e co n o my .

U n i f i e d  A l a s k a  Labor s u p p o r t s  t h e  p r o p o s a l  o f  e s t a b l i s h m e n t  o f  a 
J o i n t  Commi t tee  on C os t  C o n t a i n m e n t  t h a t  d o e s  n o t  i n t e r f e r e  w i t h  
t h e  c o l l e c t i v e  b a r g a i n i n g  p r o c e s s  w i t h  r e p r e s e n t a t i v e s  o f  L abor ,  
M a n a g e m e n t  a n d  L e g i s l a t i v e  L e a d e r s  w o r k i n g  ip. u n i s o n  f o r  
s o l u t i o n s  t o  t h e  r i s i n g  c o s t s  o f  m e d i c a l  b e n e f i t s  f o r  A l a s k a n  
f a m i l i e s .




