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1 IN THE SENATE BY TH E FINAN C E  CO M MI T T E E

2 SENATE CONCURRENT RESOLUTION NO. 23

3 IN THE L EGISLATURE OF THE STATE OF ALASKA

A SI X T E E NT H  L EGISLATURE - FIRST SESSION

5 R e l at i n g  to a H e a l t h  Care Cost Contain-

6 ment T a s k  Force.

7 BE IT RESOLVED BY THE L EGISLATURE OF TH E STATE OF ALASKA:

8 WHEREAS the state is experiencing rapidly i ncreasing costs for group

9 health insurance coverage; and

10 WHEREAS p r o v i d i n g  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 pr o v i d i n g  group h e a l t h  care

13 insurance is n e c es s a r y  in order to contain or reduce the cost to the state

14 in 3n era of d e c l i n i n g revenues; and

15 WHEREAS a f t er  -eviewing applicable statutes, and p r actices 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 p o litical subdivisions;

19 BE IT R E S OLVED by the Alaska State Legisl a t u r e  that a H e a l t h  Care Cost

20 Containment Ta s k  Force is established to study state statutes, pra c t ic e s  of

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

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

23 be it

24 FURTHER R E S O L V E D  that the task force shall first de t ermine and rectin-

25 mend immediate m ea sures necessary to cont a i n  or reduce group he a lt h  care

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

27 FURTHER R ES O L V E D  that the task force will also d e termine any changes

28 to the statutes appropriate and necessary to contain or reduce g roup health

29 care costs in the long term; and be it
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1 FURT H E R  R E S O L V E D that members of the task force shall consist of two

2 memb er s  of the Senate, ap p o i n t e d  by the President of the Senate^ two mcm-

3 bers of the House of Repres e n ta t i v e s ,  a p p o i n te d  by the Speaker of the House

4 of R e p r e s e n t a t i v e s 4, three memb e r s  r e p r e senting the executive branch, ap-
a ^ d  t m -

5 p o i n t e d  by the Governor,* three members r e p r e senting u n i o n s ^  one appointed

6 by the President of the Senate, one appointed by the Speaker of the H ouse

7 of Representatives, and one appointed by the Governor, T h e  members of the

8 task force shall select a p e r s o n  to act as chair; and bo it

9 FURTHER R E S O LV E D  that the terms of the task force members shall b egin

10 immediately, that the tas k  force m a y  meet b e t w e en  sessions of the legisla-

11 ture, and that the task force terminates on Janu ar y  31, 1990; and be it

12 F U R T H E R RE S O L V E D  that the task force shall submit a report of its

13 findings and p r o posed l e g i sl a t i o n  to the G o ve r n o r  and the L e g i slature by

14 J a n u a r y  31, 1990.
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health costs
Insurance will rise 43% this year
By BRIAN S. AKRE
The Associated Press

J U N E A U  -  L a w m a k e r s  
are rushing to form a task 
force to rec­
o m m e n d  solu­
tions to a po- 
l i t i c a l l y  
thorny prob­
lem: h o w  the 
state can 
s l o w  the 
sharp rise In 
Its employee 
health-insur- 
ance costs.

The state's 
bill for e m ­
ployee health 
I n s u r a n c e  
will rise 
about 43 per- 
c it this year 
Hon. The legislature will he 
nsked to approve a 515.5 
million supplcmcntol appro­
priation to cover the In­
crease. Next year's budget Is 
expected to Include an addi­
tional 517.5 million to cover 
anticipated increases In the 
coming ycor.

"Without action, this cost

Uehllng 

to 5104 mil­

ls expected to continue to 
grow at a rate of 20 percent 
a year," Senate President 
T i m  Kelly said.

Sen. Jim Duncan, D-Ju- 
ncau. said he could think of 
no other major part of the 
budget that has risen so dra­
matically, "It’s a problem 
that Just can’t wait," he 
said.

T h e  Senate Finance C o m ­
mittee on Friday approved a 
resolution to create the! 
Health Core Cost Contain­
ment Task Force to look into 
the problem.

The task force initially 
would be charged with rec-; 
o m m e n d l n g  immediate m e a ­
sures to reduce health insur­
ance costs next year without , 
reducing benefits. There arc 
several such measures that* 
could be taken outside the! 
legislative and union bar­
gaining processes, D u n c a n  
said.

The state Is obligated to 
provide a high level of 
health-care benefits through

P leasa soo Pago E-2. HEALTH
i
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Its contracts with the e m ­
ployees' unions. A n y  propos­
als to cut benefits would 
have to be negotiated.

M e m b e r s  of the task force 
would Include three execu­
tive branch representatives 
nppolntcd by the povemor, 
t w o  senators, t w o  H o u s e  
members, two union repre­
sentatives and two health 
Industry representatives.

The resolution goes to the- 
Senate Rules Committee be­
fore referral to the full Sen­
ate. Sen. Rick Uehllng, R- 
Anchorage, said he expects 
the Senate to vote on the 
resolution this week.

The state health-lnsurance 
plan costs an average of 5431 
a m onth per employee, and 
It covers 90 percent of the 
costs of a wide range of 
medical procedures.

All full-time state e m ­
ployees, Including legisla­
tors, are covered by the plan 
free of charge. Dependent 
coverage Is fully paid b y  the 
state, and the plan has a 
1100 deductible.
J ' At a recent "budget s u m­
mit" between Gov. Steve 
C o w p e r  and legislators, 
Kelly said the plan’s costs 
have gone out of control. 
While private 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 R e­
publican said.

L a w m a k e r s  said the Idea 
behind the task force Is to 
bring together everyone In­
volved to w o r k  out savings 
that will help balance the 
state budget.

"I think If w e  can get 
everybody working togeth­
er, and the people under­
stand the legislature is seri­
ous about stopping this cost 
Increase, that w e  can c o m e  
up with s o m e  short-term 
cost saving:." Uehllng said.

"This is not a problem 
unique to Alaska," Duncan 
said. "It’s not the employ­
ees' fault that the costs arc 
going up. It's not the unions' 
fault. It's a national prob­
lem."

The task force probably 
will hlfc a consultant to 
study the health-lnsurance 
plan and r e c ommend within 
45 days what actions can be 
taken, Uehllng said.

Steps that have been dis­
cussed informally include re­
quiring second opinions on 
surgery, encouraging outpa­
tient rather than inpatient 
surgery, and increased case 
review, Duncan sold.

D u n c a n  estimated such 
steps could immediately 
save the state 10 percent to 
12 percent In p r e m i u m  cost:



A PO S IT IO N  OF U N IF IE D  ALASKA LABOR

W e  in A l a s k a  U n i f i e d  L a b o r  a r e  r e a d y  to m e e t  the c h a l l e n g e  a n d  
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  to t h e  m a n y  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  for a s p r i t  of 
c o o p e r a t i o n  a m o n g  t h e  p e o p l e  o f  A l a s k a  to b u i l d  a s t a b l e  
d i v e r s i f i e d  e c o n o m y  a n d  p r o v i d e  for a r e s o n a b l e  s t a n d a r d  of 
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  is not a t i m e  to d i m i n i s h  
s u p p o r t  or b l a m e  w o r k i n g  p e o p l e  for r i s i n g  c o s t s  of h e a l t h  a n d  
o t h e r  e s s e n t i a l  family 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  G o v e r n o r  C o w p 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  for P u b l i c  E m p l o y e e s ' .  F o l l o w i n g  that r e v i e w  
it is e v i d e n t  that the p r o p o s e d  l e g i s l a t i o n  is c o u n t e r p r o d u c t i v e  
to e f f e c t i v e  l a b o r / m a n a g e m e n t  r e l a t i o n s  in the p u b l i c  s e c t o r  in 
our s t a t e .  It a p p e a r s  the A d m i n i s t r a t i o n ' s  a p p r o a c h  to d e a l i n g  
w i t h  the S t a t e ' s  fiscal c h a l l e n g e  is m i s d i r e c t e d  t o w a r d  c h a n g i n g  
t h e  p r o c e s s  by w h i c h  s o u n d  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  the 
p u b l i c  s e c t o r  have been c o n d u c t e d  for s o m e  t w e n t y  f i v e  y e a r s .  
T h e  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  S u p r e m e  C o u r t  and on c l o s e  e x a m i n a t i o n  
w o u l d  all 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 .

T h e  p r o p o s a l  removes the " c o l l e c t i v e "  f r o m  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  to e s c a l a t i n g  c o s t s  a r e  not f o u n d  by  g r a n t i n g  e i t h e r  
p a r t y  in the 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  to d e t e r m i n e  
t e r m s  of 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  that c o u l d  in all p r o b a l i t y  
n e g a t e  g o o d  f a ith c o n t r a c t  b a r g a i n i n g  of b o t h  p a r t i e s  w i t h  "last 
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 " )  is a b s o l u t e l y  n o t  a n  
a c c e p t a b l e  approach.

E s c a l a t i n g  c o s t s  in h e a l t h  c a r e  a r e  not u n i q u e  to our s t a t e .  
L a b o r  a n d  m a n a g e m e n 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  in 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  process. L a b o r  r e p r e s e n t a t i v e s  w h o  s e r v e  as t r u s t e e s  
on T a f t - H a r t l y  (private 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  in m a n a g e m e n t  of 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  
a n d  s t a n d  r e ady to e n t e r  in t o  a p r o c e s s  w i t h  the L e g i s l a t i v e  a n d  
E x e c u t i v e  B r a n c h  of S t a t e  G o v e r n m e n t  to d e v e l o p  j oint s h o r t  t e r m  
s o l u t i o n s  a n d  l o n g  r a n g e  s t r a t e g y  to a d d r e s s  t h i s  a n d  o t h e r  
i s s u e s  that impact the f i s c a l  i n t e g r i t y  of our e c o n o m y .

U n i f i e d  A l a s k a  Labor s u p p o r t s  the p r o p o s a l  of e s t a b l i s h m e n t  of a 
J o i n t  C o m m i t t e e  on Cost C o n t a i n m e n t  that d o e s  not i n t e r f e r e  w i t h  
t he 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  of Labor, 
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  in u n i s o n  f o r  
s o l u t i o n s  to the ris i n g  c o s t s  of m e d i c a )  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 .
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Health insurance costs rise feverishly
Workers at a loss as employers rut back on benefits

By HAL BERNTON
Defy News reporter
L e s te r S now  has 

worked as an A laska 
disc Jockey (o r  19 

years, nnd one benefit he 
a lw ays counted on was 
hea lth  Insurance. That 
meant a lo t to Snow be­
cause his w ife, Jennifer, 
has a serious heart condi­
tion that requires medica­
tion nnd close monitoring.

Then la s t  F e b ru a ry , Snow got bad news from  
his em p loyer. Sourdough 
B roadcasters Inc. Ow ner 
P a tty  H a rp e l said she 
couldn't a ffo rd  the 70 per­
cent price Increase demand­
ed by the company's Insur­
er, nnd cou ldn 't find  a 
cheaper alternative. C roup 
Insurance fo r  the station's 
15 em p loyees wou ld be 
dropped

Snow  fe l l back on a 
Veterans A dm in istra tion  
policy to cover his own 
ailments but he also needed 
a fam ily policy fo rh ls  w ife 
and two teen age children. 
He found Jennifer's heart 
condition drove the cost o f 
that policy out o f sight. 
"My fam ily has nothing," 
Snow savs " I f  we have a
rV -i - » - r M . n l  ,,r 111

Disc Jockey Lesler Snow waa lelt scrambling whan his employer wes forced to drop health benellls for employees.

•V m i l i f  * dors'* r*-» r iu i i l "1 n p r .n - iu  I n  In . i ,-s r* ! ..i t l* s r le

100 percent, according to 
brokers Walt Ba ldw in . B ill 
Purrington and Dave S tra t­
ton.

Those ra te  Increases 
have pushed th<- cost or 
many A laska policies fa r 
above the national average. 
F o r  an A la ska  R a ilro a d  
union w orker and fam ily , 
fo r example, t lir  tota l n .\t 
o f  annua l insu ranee is 
$5,045, more than double 
the national average.

In years past, employers tr ie d  In dodge ra te  in 
creases by changing to an­
o th e r in su re r. Bu t th is 
year, the market's tight­
ened and finding another 
Insurer Is much harder to 
do. says Baldwin.

Employee exams often 
a re required before new in- 
surers agree to w rite the 
policies, and i f  they don't 
lik e  what they find, Mh ii 
they back away o r t»-fsr.it 
to insure already existing 
conditions.

The cost o f individual 
policies — a fa ll back for 
those whoso em p loyers 
don't o ffe r Insurance — a l­
so is soaring. B lue Cross o f 
Washington and A laska, a 
m ajo r state insurer, is seek­ing an average 70 perreni
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■ ■ d is c  Jockey for 19 
years, and one benefit he 
always counted on w ai 
hea lth  Insurance. That 
meant a lo t to Snow be­
cause his w ife, Jennifer, 
has a serious heart condi­
tion that requires medica­
tion nnd close monitoring.

Then la s t F eb ru a ry , 
Snow gol bBd news from 
his em p loyer, Sourdough 
Broadcasters Inc. Owner 
P n tty  lln rp c l said she 
couldn't a ffo rd  the 70 per­
cent price Increase demand­
ed by the company's Insur­
er, and cou ldn't find  a 
cheaper alternative. Group 
Insurance fo r the station's 
15 em ployees wou ld be 
dropped.

Snow  fe l l back on a 
Veterans A dm in istra tion  
policy to cover his own 
ailments but he a lio  needed 
a fam ily policy fo r his wife 
and two teen-age children. 
He found Jennifer's heart 
condition drove the cost o f 
that policy out o f sight. 
"M y fam ily has nothing," 
Snow says. “ I f  we hnvc a 
catastrophic accident o r I l l ­
ness, I  w ill be up against a 
w a ll."Snow Is experiencing the 
harsh edge o f a new A laska 
business trend — the slash­
ing o f employee health-care 
benefits.

Throughout the state — 
and particu la rly  In Anchor­
age — employers already 
reeling from  several years 
o f recession a rc being 
shell-shocked by huge an­
nual Increases in the cost o f 
health-care benefits.

They 're responding by 
cutting back on these bene­
fits nnd forcing employees 
to share more o f the costs, 
and In some cases dropping 
such coverage altogether. 
And they’re Joining a de­
bate already In progress 
nmong Insurers, those who 
o ffe r medical services nnd 
state o ffic ia ls about why 
rates arc skyrockellng and 
Just what can be done to 
control them.

Often hit hardest by In­
creases are sm all employ­
ers a lready operating on 
thin p ro fit margins.

DVy NmWn
Disc Jockey Lester Snow was left scrambling when his employer was forced to drop health benefits lor employees.

"You  Just don't get good 
rates i f  you have anyone 
w ith  medical p rob lem s ," 
says H arp e l, the station 
manager. "And you never 
know how long you w ill be 
able to keep a policy before 
It's canceled and you're out 
on the big w ide ocean 
looking fo r another llfesav- 
c r ."

A state survey estimated 
that 40,000 working A las­
kans and their dependents 
lack any type o f health 
Insurance — either from 
private o r public sources.

The state 's sh rin k ing  
healthcare coverage repre­
sents a sharp reversal from 
the boom years o f the early 
'80s, when A laska employ­
ers — both public and p ri­
vate — developed some of 
the nation 's best health 
bene fits to he lp recruit 
w orkers from  the Lower 
48. Many p o lic ies were 
what Insurance agents call 
"end lllacs," featuring m ini­
m al out-of.thc pocket ex­
penses fo r employees.

But many o f the "Cadil­
lacs" are turning Into hum­

Growth In State Insurance Blit
Alaska stain ampiorea hoalthplan

ble Fords and Chovys, or 
worse, as employers strug­
gle to cope with the rising 
insurance costs. That has 
made health Insurance a 
m ajo r Issue In state, munic­
ip a l and p riv a te  sector 
union negotiations, and In 
Juneau, where po Itlclans 
already have drafted b ills 
to create a new state health 
Insurance corporation.

"It's  8 serious problem , 
and one that we're going to 
face fo r  the rest o f nur

»Atv»ff4 Ot*r M*t tNrniVja

lives," says B i ll Quinn, n 
union leader who serves on 
an A laska Railroad Corp. 
health Insurance commit­
tee. "Those o f us In the 
baby boom may not be 
faced with what kind o f 
health Insurance we want 
when we retire, but wheth­
er we'll be able to a ffo rd  
it ."

The A laska health-care 
in flation para lle ls a nation­
wide surge ,n benefit costs, 
but premium in fla tion  here

appears to be particu larly  
acute.

T h re e  n a t io n w id e  
surveys reported by Busi­
ness Insurance, The W all 
Street Jou rnal and Health 
Week cited average 1989 
Increases o f 11 to 25 percent 
fo r group hcal'h plans.

In A laska, a few compa­
nies contacted by the D a lly  
News report they've man­
aged to hold the line on 
health costs. A laska Com­
mercial Co.. fo r  example, 
an Anchorage-based m er­
chandising chain em ploy­
ing 450 people, this yea r 
reports no Incnase In its 
policy premium.

"We manage the benetits 
very ca re fu lly ,"  says Sam 
S a lk ln , A laska Com m er­
cial's president. "We have 
(medical) authorization p ro ­
cedures. second opinions."

But A laska Commercial 
Is the exception, not the 
norm.

Three m ajor A laska In­
surance brokers indicated 
average 1989 increases o f 30 
to 60 percent are the norm .

And some increases top

ton. ,
Those ra te  Increases 

have pushed the cost of 
many A laska policies Inr 
above the national average. 
F o r an A laska R a ilro ad  
union w orker and fam ily , 
fo r example, the total rost 
o f annua l Insurance Is 
$5,845, more than double 
the national average,

In years past, employers 
tried  to dodge ra te  in ­
creases by changing to an­
o th e r In su re r But th is 
year, the market's tight­
ened and finding another 
Insurer Is much harder to 
do. says Baldwin.

Em ployee exams o ften  
are required b e fo re  new In ­
surers agree to w rite th e  
policies, and i f  they don't 
like what they find, thru 
they back away o r re fu s e  
to insure already existing 
conditions.

The cost o f individual 
policies — a fall-back fo r 
those whose em p loye rs  
don't o ffe r insurance — a l­
so is soaring. B lue Cross o f 
Washington and A laska, a 
m ajo r state insurer. Is seek­
ing an average 70 percent 
jump In the cost o f ind iv id ­
ual Ins-trnnce policies

"The point is not just 
that I t ’ s expensive, lu t  
whether It w ill even be 
ava ilab le ," said Pau l R o l l­
er. d irector o f the state 
D iv is io n  o f In su ran ce . 
"Peop le Just cannot a ffo rd  
those rates."

D
The debate over A laska's 

rising health costs is often 
dominated by discord.

Doctors say their A laska 
costs a rc  h igh , because 
overhead Is much higher, 
and they point the finger at 
insurance companies.

"1 th ink a lot o f the 
problems, from  the physi­
cian's pcr$pc*t|ve, are gen­
erated by tf>e insur.itire 
companies," says Richard 
Ncubauer, an Anchorage 
internist. "They set up a 
lot o l obstacles fo r prompt 
payment n f b ills , and m axi­
mize the amount o f paper­
work.
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Harvard MBAs take ethics to heart
By PAUL WILKES
Tho New Yo*k T*nc$

BOSTON -  At the H arva rd  
Business School e a r lie r this 
year, n group o f students gath-
s»r*<r >1 •* Inlvlis r*»s •r'*w

" I  have to agree This Is a business 
decision, pure and simple We're paid 
to make the most p ro fit possible 
When you stnrt getting Into sociology 
nnd a il that, you lose sight o f what 
Job you're supposed to do "

Office space market closes in on recovery
The latest o flic e  space 

market studv t fo eum rn tn  th e
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HEALTH INSURANCE: Employers cut benefits in fa^ e of rising costs T ra c
Gonbnued (tom Page B-1 1
"They set up qua lity  in­

surance p rog ram *, review  
type* o! things, and call I o r 
Justification "B ro k e r P u r r ln g to n  ac­
cuses B lue Cross, a major — 
and non p ro fit — A laska in 
surer, o f predators- pricing 
— rutting rates when major 
competition shows up. then 
jacking them up once that 
competition's gone In 1986. 
fo r example. B lu e  Cross cut 
many o f Its group rates to 
help tend o f f  an unsuccessful 
attempt by Humana Care 
Plus to grab a pice o f the 
A laska m arket.

Stephen C la rk , executive 
vice president o f B lue Cross, 
says the p rob lem  doein 'l lie  
with the Insurance compa­
nies He says A laska  doctors 
and hospitals charge much 
mote than In the Lower <8, 
and their company Just pas­
ses through the ever-in fla t­
ing costs. A laska  laboratory 
tests, fo r example , averaged 
72 percent higher in A laska 
than Washington, according 
to  B lue Cross data.

'It we a re  to  contain the 
excessive costs o f  health care 
In A laska, we've got to work 
lo  unison w ith the physi­
cians. hospita ls, employers 
and Ind iv idua l subscribers." 
C la rk  says

State o ffic ia ls  don't keep 
detailed financia l data on a ll 
o f  the more Ihan 30 insurers 
selling hea lth Insurance in 
A laska. But they do monitor 
B lue Cross, due to  Its special 
status as a non p ro fit medi­
cal service corporation And 
In 1987, the last year !n 
which financia l information 
Is ava ilab le , state records 
Indicate B lue Cross roughly 
broke even In A laska, pay­
ing out >61 m illio n  in claims 
and adm inistrative costs and 
ta iling in the same amount 
In  premiums

Aetna L ife  & Casualty, in a report to  a state ta tk  force. 
Indicated that since 1966. the 
Insurance p la n  covering 
state employees lost more 
than >10 m illio n  

State Insurance division 
offic ia ls  cite several m ajor 
national trends forcing up 
the cost o f A laska  health 
Insurance They include 

•The use o f  evermore- 
costly technology to  exam ­
ine, treat and prolong the 
l i fe  o f patients. Including 
victims o f A ID S  and other 
te rm ina lly  i l l  patients 

" O u r  s o c ie ty  hasn 't 
reached the point yet where 
we say w* can't a ffo rd lo  
absorb the cost o f a bean 
transp lant fo r  a 60-year-old 
guy who's been smoking six
Kckx o f cigarettes a ll his 

e ."  says W arren Dvorak , 
benefits m anager fo r the An. 
chorage School D istrict

• Increased s a la rie s  to 
he lp hospitals and other in ­
stitutions deal w ith an ever 
m o re  te v r rc  sho rtage  o f 
nurses and o th e r medical 
personnel

• Cost sh ift in g  As the 
fed e ra l governm en t euts

M os t  A m e r i c a n s  h a v e  
h e a l t h  i n s u r a n c e
Uo«l A»n*e#r«'S| • 1 1 p#'C#n| - f i je f yi goer
•Mw*4*ce t)» i ;«  g«OvP 9Y P t*(tn | o' tho»* fci »#<»* •''O » ’ r
co»r»e<j co'rp itM  in 19 r>#'c#n o* l*o i#  »•*'»
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:A<: .V *.•*;

o ts u  74 »  i i  »  u  «s m » n  r . ]
KVC I (* * S . l l r t l . I * -

back on Medicare and other 
medical payments, hospita ls 
are try ing to compensate by 
ra ilin g  ra tes to r patien ts 
with priva te  Insurance

• Recent federal laws re­
quiring employers to extend 
temporary health benefits to 
former employees and fu ll 
benefits to  some seasonal 
and temporary employees

Regional trends a lso  fuel 
the In fla tion , according to 
the state Insurance div ision . 
Industry* o ffic ia ls and a dra ft 
report o f the Governor's In ­
terim  Commission on Health 
Care

• Huge Increaic; in the 
ro t : o ! A laska malpractice 
Inturance — both fo r doctors 
and hospitals — have beer, 
passed on to  health care con­
sumers And the threat o f 
damage suits has prompted 
more de fensive medicine 
Doctors o rde r additiona l, at 
times unnecessary, tests and 
exams to  help protect them 
from patients who m ight la t­
e r decide to sue

• W ith the past th ree 
• >ars, a m a jo r increase In 
tee use o f an ever-expanding 
array o f A laska health ra re  
services. Last year, f o r  ex­
ample. Charter North Medi­
cal Corp. opened an expen­
s ive  new  fa c i l i t y  f o r  
Inpatien t treatment o f d is­
tu rb ed  c h i ld re n . T h a t 
prompted a more than dou­
bling o f  adm issions from  
stste employees and th e ir 
fam ilies And hospital char­
ges to the state's Insurance 
p rog ram  soa red  fro m  
>120.444 in fiscal yea r 1987 
to  >12 m illio n  In fiscal yearme

The Increased use, indus­
try  o ffic ia ls  say. a lso results 
from  skittish  workers who 
— ui a down economy — fear 
fo r job  secursty. and want to 
make sure any health p rob ­
lems are dealt with while 
they S till have coverage

• The sagging economy al 
so has caused a big increase 
In free medicine by the hos­
pitals W ithin the past three 
years. Providence 1 ospttal's 
unmmbursew mi Heal ser­
vice! Jumped fn  n 17 mil-

CD RATES'FORTHE SERIOUS INVESTOR.
Maturity Rate
60 Days 8.75%
o  i n*s»ic R  R O O A

lion  to >17 m illion  During 
that same tim - period, Hu­
mana's jumped from  >6 m il­
lion  to >12 m illion , the hos­
p ita ls say.

That tends to d rive  up the 
cost o f services fo r  those 
who con a ffo rd  to pay. state 
o ffic ia ls  say.

In the Low er 48. the strug­
gle to gain control o f health 
care coals — and o ften  In­
terne competition fo r  patient 
do lla rs  — has triggered a 
revolu tion In health care de­
live ry . In many m o jo r urban 
areas, employers can choose 
from  a wide range o f p ro­
g ram s. such as p re  paid 
hea lthcare plans in which 
doctors and hospita ls guar­
antee servlets lo r  a fixed 
fee. O ther programs Involve 
doctors and hospitals who 
team up to o ile r employers 
d iscount services In  ex ­
change fo r large volumes of 
bus|e*ss.

1 e hea lthcare Indus­
t r y .  auch p rog ram s are  
known as ''managed care.'' 
and many view them as the 
wave o f the future

"A n  In c re as in g ly  h igh 
percentage o f people who 
are  insured receive some 
sort o f managed ra re ."  says 
Doug Hast'ngi. a Washing­
ton, D C .  attorney specia lis­
ing in hospital and health 
care Issues "Ana most ex­
perts predict that grow th 
w ill continue "

But In A lsska. such pro­
grams are In their Infancy 
That’s due. In part, to the 
state's iso lation and sparse 
population , which m ake It 
d ifficu lt to  organise large- 
v o lu m r hea lth  c i r e  p r o ­
grams pro fitab ly

Another obstacle to  their 
development Is the sta le's 
doctors, many o f whom view 
such programs w ith distrust 
and outright hostility . " I'm  
exttem elv happy tnat those 
things have not co ne here.''

You just don 7 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

—  Pally Harpel
ra id  N eu ta u rr , the in te r­
nist.. " , , .  Maybe the cost o! 
Insurance w ill go down, but 
so w ill the qua lity o I carc 
and I'm  net sure It's worth 
It "

Neubaue- said the man­
aged care system : tend to 
screen out those who are 
rea lly  sick, since they may 
need lots o l expensive treat­
ment that w ill cut away the 
profits from  a p rep a id  o r 
discount plan.

O ther A laska doctors say 
managed care means more 
tssuiance ccmpany bureau­
cracy and In fe rio r care fo r 
everyone. Dcctors w ithho ld­
ing treatment fo r fea r the 
next ten  — o r the next 
operation — w ill erode the 
p ro fit from  a pre-detcrmlned 
fee

Insurance companies dis­
agree and are frustrated by 
the A laska eoctors' reluc­
tance to  emb-acc the new 
systems. "Y ou  re opening a 
very interesting and very 
sensitive area.'" says Robert 
S im ons , a physic ian  em ­
ployed as Aetna's medical 
director. Simons said he sent 
letters to  state physicians 
asking them Ic Join In new 
managed care program  with 
Aetna, and found "n o  real 
interest."

B lue Cross says It w ill 
attempt to  impose health­
care management on physi­
cians by d ra ft.ng  new dis­
count policies that on ly  re­
im burse pa tien ts f o r  the 
average cost o f u physician's 
service. The average broken 
arm . fo r  example, costs >67 
to set in A laska, but some 
doctors charge 3150

I f  a doctor's cost Is way 
o v e r the ave rage — and 
there are no special compll 
cations to Justlly  that, then 
the new po licy would prod 
the patient to  a rheaper doc­
to r, said C la rk , the Blue 
Cross vice president

A etna and B lu e  C ross 
have had more success deal­
ing with bosplta.s

Aetna has convinced Hu­
mana to o f le r  a 3d percent 
discount In serv lets , accord­
ing to Simons. In r r lu n i  (o r 
helping f i l l  the hospital's 
beds w ith a steady stream o f 
Its insured

B lue Cross hat teamed up 
w ith Providence L*t a s im ila r 
p rog ram . And Prov idence 
recently struck out on its 
own to o f le r  such discounts 
directly to A ly r ix a  Pipeline 
Service Co and tevera l o th­

e r large employers
The employers who pur­

chase sum discounted ser­
vices ute an economic ham­
m e r to  In s u re  tb e i r  
employees go to  the rtght 
hospital. Employees pay a 
low  deductible i f  they attend 
the p re fe rred  h o sp ita l, a 
much higher deductible if 
they attend the competition

Such plans were first in- 
troduced to Anchorage In the 
m id '80s. and as rates nse, 
th e ir appeal grows, both lo  
employers ar.d employees.

The A laska Ra ilroad , fo r 
exam ple , a fte r m onths o f 
tough bargaining reached a 
1987 union agreement that 
included a three-year frecre 
on employer payments to­
ward health benefits At the 
time, it looked lik e  a good 
settlem en t because those 
payments covered a l l the 
costs o f a gilt-edged medical 
p lan Jointly insure through 
the ra ilroad and -etna.

But last year, Aetna hit 
the ra ilroad w ith n 40 per­
cent rate Increase fo r the 
standard plan Tnen they o f­
fered a more modest a lte rna­
tive. a 14 perocr.. rate In­
crease fo r those employees 
who would jom  a "p refe rred 
h o sp ita l"  p lan  w ith  H u ­
mana

Under that p lan , employ­
ees who chose Providence 
wou ld have to pocket 40 
percent — ra ther than the 
standard 20 percent — of 
In itia l hospital costs

O ther cost management 
e ffo rts  included Insurance 
company app rova l o f non­
emergency surgery and a f i ­
nancial penalty fo r  not ob ­
taining a second opinion on 
prospective surgery.

Non-union ra i lro a d  em ­
ployees chose to  sign up fo r 
th e  p re fe rre d  p la n , but 
union workers opted against 
It Then this -e a r . lacing 
another 32 penxn t Increase, 
the unions decided to go 
w ith the preferred option

Even with the preferred 
p la n , the new insurance 
doesn't come cheap. A fam i­
ly  p o licy  w i l l  cost each 
union member >2.049 out o f 
pocket

Quinn, the union leader, 
said he’ s ta lked with the 
rank  and f l i t  About cutting 
benefits to try  to  bring that 
expense down fa rthe r But 
fo r the moment, his mem­
bers say no "The employees 
H i l l  wan! the p lan  they 
have Tbry a rtn 'l w illing to 
downscale it — yet."
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Cowper seeks more money 
for state workers’ coverage
By DAVID P O S T M A N
Daily News reporter

J U N E A U  —  State employees’ . jp-of-the-line health 
insurance policy will cost $104 million this year, $20 
million m o r e  than the state has budgeted to pay for it.

The plan costs the state an average of $431 a m onth 
per employee, 520 percent m o r e  than it did a dozen 
years ago. It covers 90 percent of the costs of 
everything from plastic surgery to year-long stays in 
mental hospitals. *

" W e  have the L>.st plan. Everything is covered," 
said Chuck Taylor, deputy commissioner of the D e­
partment of Administration.

Because the policy costs m o r e  m o n e y  than the state 
has appropriated for it, Gov. Steve C o w p e r  is asking 
for a special appropriation of about $20 million to pay 
for this year’s increases. But Cowper, Taylor and 
legislative leaders say the health coverage m a y  be too 
expensive for these days of limited money.

The state is locked into the plan through contracts 
with its labor unions. Those contracts coll for the state 
to provide the s a m e  level of coverage even if the costs 
go up or there is less m o n e y  to pay for the policy.

"There’s not any consideration for what happens in 
a d o w n  economy," C o w p e r  said at last week's budget 
summ i t  with legislative leaders. "I think it's fair to 
say that this is just a situation nobody ever anticipat­
ed. If everything had kept going up it would have 
worked just fine."

But as costs skyrocketed, state income dropped and 
the state is n o w  stuck with a boom-time health plan.

All full-time employees, including legislators, are
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covered by the policy at no 
cost. Part-time employees 
can buy into the plan at 
about half the state's cost, 
according to Taylor.

Under the policy, Taylor 
said:

• 90 percent of all medical 
costs are paid. Only 8 per­
cent of public employee in­
surance policies in the coun­
try h a v e  90 percent 
coverage.

• 100 percent of the premi­
u m  for dependent coverage 
is paid. Alaska is one of 12 
states with 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.

A s  medical cost have 
gone up, so have insurance 
costs. But Alaska's public 
employees’ plan, issued by 
Aetna Life Insurance C o m ­
pany, has also gotten more 
expensive because of its ex­
tremely liberal 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 psychiatric and sub­
stance abuse treatment, ac­
cording to a survey of state 
employee insurance claims 
filed during the past two 
years. Charges for chiroprac­
tic care went up 27 percent 
in the past year. But that is 
not due so m u c h  to higher 
costs as it is to people going 
to the chiropractor m o r e  of­
ten.

State figures s h o w  e m ­
ployees visited chiropractors 
25 percent mor e  often in the 
past year.

A  J u n e a u  chiropractic 
clinic, Davis Valley Chiro­
practic. is No. 9 on the list of 
payments m a d e  to doctors 
a n d  clinics, receiving 
$315,620 from Aetna.

Treatment for mental ill­

ness and substance abuse ac­
counts for 40 percent of all 
hospital stays paid for by 
the plan. For Aetna's other 
Alaska insurance policy 
holders, mental illness and 
substance abuse accounted 
for just 16 percent of all 
hospital stays.

A n d  the state pays for 
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 for 
from July 1986 to June 1987 
were for mental disorders. 
O n e  16-year-old boy, the son 
of a state worker, spent 
more than a year in Camel- 
back Hospital in Phoenix, 
Ariz., at a cost of $131,000, 
for neurotic depression. A n ­
other 15-year*old spent 350 
days at the same hospital for 
what insurance records sho w  
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 of 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 
H u m a n a  Hospital-Alaska 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 
m a n y  people do not have 
family here and m o r e  readi­
ly turn to professionals for 
help...-

"It's also m y  opinion that 
you are seeing the impact of 
television advertising," T a y­
lor said. "Turn on the tube 
and what do you see. ‘Prob­
lems with your kid? Send 
th e m  here. Cocaine prob­
lems, c o m e  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.

A n y  change would have to 
be negotiated with the 
unions or the legislature 
would have to a m e n d  state 
labor relation laws to allow 
C o w p e r  to m a k e  changes in 
the benefit package.

Cowper, House Speaker 
S a m  Gotten and Senate Pres­
ident T i m  Kelly agree they 
will ‘"take a look at" the 
benefit package, but because 
of the contract requirements 
they stop short of saying 
they will take action to cut 
the plan.

"If something w a s  to ap­
pear before us magically 
m a y b e  w e  could take a look 
at it,” Kelly said at last 
w e e k’s budget summit.

But this w e e k  Kelly said 
in an interview that the 
costs were clearly out of 
control.

H e  said it is unfair to the 
Alaskans that do not share 
in the plan to keep paying 
out mor e  and m o r e  m o n e y  to 
insure state employees. "It 
comes d o w n  to creating an 
elite class of people w h o  are 
living better than the people 
they are working for."

Cotten said that to bal­
ance next year’s budget it 
might be necessary to cut 
sendees, raise s o m e  taxes 
and repeal an oil-company 
tax break, and that state 
employees should not he ex­
empt from taking a hit, too.

But even with changes 
this year, the cost of the 
plan will keep going up, 
according to Taylor. "If I cut 
the plan and contain costs, I 
still have to deal with 20 
and 30 percent increases 
each year."




