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Introduced: 2/23/89 6-0872A
Referred: Finance

IN THE SENATE BY THE FINANCE COMMITTEE
SENATE CONCURRENT RESOLUTION NO. 23
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
Relating to a Health Care Cost Contain-
ment Task Force.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS the state 1is experiencing rapidly increasing costs for group
health insurance coverage; and

WHEREAS providing comprehensive group health care at a reasonable cost
to state employees 1is an important concern of the state; and

WHEREAS a complete review of the costs of providing group health care
insurance is necessary in order to contain or reduce the cost to the state
in 3n era of declining revenues; and

WHEREAS after -eviewing applicable statutes, and practices of the
insurance industry, legislation may be necessary to implement long-range
methods to contain or reduce the cost of group health insurance for the
state and its political subdivisions;

BE IT RESOLVED by the Alaska State Legislature that a Health Care Cost
Containment Task Force is established to study state statutes, practices of
health insurers, and to determine ways of containing or reducing the cost
of group health insurance to the state and its political subdivisions; and
be it

FURTHER RESOLVED that the task force shall first determine and rectin-
mend immediate measures necessary to contain or reduce group health care
costs in fiscal years 1989 and 1990; and be it

FURTHER RESOLVED that the task force will also determine any changes
to the statutes appropriate and necessary to contain or reduce group health

care costs in the long term; and be it

SCR(J23a -1- SCR 23
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FURTHER RESOLVED that members of the task force shall consist of two
members of the Senate, appointed by the President of the Senate® two mcm-
bers of the House of Representatives, appointed by the Speaker of the House
of Representatives4 three members representing the executive branch, ap-
pointed by the Governor,* 1G;eet$gmbers representing unions”™ one appointed
by the President of the Senate, one appointed by the Speaker of the House
of Representatives, and one appointed by the Governor, The members of the
task force shall select a person to act as chair; and bo it

FURTHER RESOLVED that the terms of the task force members shall begin

immediately, that the task force may meet between sessions of the legisla-
ture, and that the task force terminates on January 31, 1990; and be it

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

findings and proposed legislation to the Governor and the Legislature by

January 31, 1990.

SCR 23 2. SCRO2 3n



State of Alaska Bill Version: SCR 23

1989 Legislative Session Publish Date: 2/24/89
FISCAL NOTE

REQUEST:

Revision Date: AGENCY: r/nsintive Affairs Agency

Title: Relating to a Health care BRU: Legislative Council

Cost Containment Task Force
SPONSOR: senate Finance Committee COMPONENTS: Council & SubcomnvTttces

Requestor:

Seiiv ni r
FT8T” FY 90 w -n-vr 77FY 517" FY 54°**"

Pers.Services -0- -0- -0- -0- -0- -0-
Travel -0- -0- -0- -0- " -0-
Contractual -0- -0-
Supplies 1 - -0- -0- -11- " -0-
Equipment . _ -n- -n-

Land/Build. - - -0-
Grants/Clains - - -M-
TTiscellaneous -0- -n- -n- -0-

TOTAL o J.Q 3.5 -n- -n- . -0-
rgmAL i -o- i -o- i1 -Q-" 1" -0- i -0- i -o- T
I REVENUE | | -0- l -0- Il " -0- I -o0- I -o0- f
General Funds _ 3.5 -n- -0- -n- -n-
Federal Funds - -n- .

Other -n- -n- _ -n- .
TOTAL 3.0 3.5 -0- -0- -0- -0-
Positions:

Full-Time -0- -0- -0- -0- -0- -0-
Part-Time -0- -0- _
Temporary - -0- -0- -0- -0- -0-

Phone No.: 465-4B21
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Insurance will rise 43% this year

BR/ BRIAN S. AKRE
The

Associated Press

JUNEAU - Lawmakers
are rushing to form a task
force to rec—
ommend solu—
tions to a po-
litically
thorny prob—
lem: how the
state can
slow the
sharp rise In
Its employee
health-insur-
ance costs.

The state"s
bill for em —
ployee health
Insurance
will rise
about 43 per- Uehlling
c it this year to 5104 mil—
Hon. The legislature will he
nsked to approve a 515.5
million supplcmentol 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

Is expected to continue to
grow at a rate of 20 percent

a year," Senate President
Tim 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, "It3 a problem

that Just can® wait,” he

said.

The Senate Finance Com —
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-;
ommendlng immediate mea —
sures to reduce health insur—

ance costs next year without ,

reducing benefits. There arc
several such measures that*
could be taken outside thel
legislative and union bar—
gaining processes, Duncan
said.

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

Pleasa soo Pago E-2 HEALTH '

HEALTH: Lawmakers look at costs

Conllnued Irom Pag. E4

Its contracts with 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
nppolntcd by the povemor,
two senators, two House
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-Insurance
plan costs an average of 5431
a month per employee, and
It covers 90 percent of the
costs of a wide range of
medical procedures.

All full-time state em —
ployees, Including legisla—
tors, are covered by the plan
free of charge. Dependent
coverage Is fully paid by the
state, and the plan has a
1100 deductible.

J" At a recent "budget sum—
mit" between Gov. Steve
Cowper and legislators,
Kelly said the plan3 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 Re —
publican said.

Lawmakers said the ldea
behind the task force Is to
bring together everyone In—
volved to work out savings
that will help balance the
state budget.

"l think If we can get
everybody working togeth—
er, and the people under—
stand the legislature is seri—
ous about stopping this cost
Increase, that we can come
up with some short-term
cost saving:." UehllIng said.

"This 1is not a problenm
unique to Alaska," Duncan
said. "It3 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-Insurance
plan and recommend within
45 days what actions can be
taken, UehllIng 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.

Duncan estimated such
steps could immediately
save the state 10 percent to
12 percent In premium cost:



A POSITION OF UNIFIED ALASKA LABOR

We in Alaska Unified Labor are ready to meet the challenge and
encourage a proactive joint resolution to the many problems
facing our State. These are times that call for a sprit of
cooperation among the people of Alaska to build a stable
diversified economy and provide for a resonable standard of
living for Alaskan families. This is not a time to diminish
support or blame working people for rising costs of health and
other essential family benefits.

Unified Alaska Labor has reviewed Governor Cowper®"s proposal on
"Dispute Resolution for Public Employees”. Following that review
it is evident that the proposed legislation is counterproductive
to effective labor/management vrelations 1in the public sector 1in
our state. It appears the Administration®s approach to dealing
with the State"s fiscal challenge 1is misdirected toward changing
the process by which sound labor/management relations within the
public sector have been conducted for some twenty five years.
The proposal prematurely raises undue controversy on 1issues
currently before the State Supreme Court and on close examination
would all but destroy public sector collective bargaining within

our State.

The proposal removes the "collective™ from collective bargaining.
Solutions to escalating costs are not found by granting either
party 1in the bargaining process unilateral authority to determine
terms of an agreement. Moreover, weakening existing binding
arbitration or creating a process that could 1in all probality
negate good faith contract bargaining of both parties with "last
and final"® (versus "last and best"™) 1is absolutely not an

acceptable approach.

Escalating costs 1in health care are not unique to our state.
Labor and management working jointly can make substantial
progress in the area of cost containment and vraise user
responsibility awareness without 1impacting the collective
bargaining process. Labor representatives who serve as trustees
on Taft-Hartly (private sector) benefit trusts have extensive
experience in management of health benefit plans within our State
and stand ready to enter into a process with the Legislative and
Executive Branch of State Government to develop joint short term
solutions and 1long range strategy to address this and other
issues that impact the fiscal integrity of our economy.

Unified Alaska Labor supports the proposal of establishment of a
Joint Committee on Cost Containment that does not interfere with
the collective bargaining process with representatives of Labor,
Management and Legislative Leaders working in unison for
solutions to the rising costs of medica) benefits for Alaskan

families.
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Workers at a loss as employers rut back on benefits
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NewYear's Qeananc

Christmas sales have dropped off, and ouryear-end
inventories are far too high! To reduce our stock wc"v.
drastically cut prices on all popular computer systems.

ALl units must go, hutprices are limited to stock on hand,
save now during the largest inventory clearance in our his
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g s State health
INSurance.
$104 million

Cowper seeks more money
for state workers’ coverage

By DAVID POSTMAN

Daily News reporter

JUNEAU - State employees ”_jp-of-the-line health
insurance policy will cost $104 million this year, $20
million more than the state has budgeted to pay for it

The plan costs the state an average of $431 a month
per employee, 520 percent more 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. *

"We have the L>.st plan. Everything is covered,"”
said Chuck Taylor, deputy commissioner of the De —
partment of Administration.

Because the policy costs more money than the state
has appropriated for it, Gov. Steve Cowper Iis asking
for a special appropriation of about $20 million to pay
for this year 3 increases. But Cowper, Taylor and
legislative leaders say the health coverage may 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 same level of coverage even if the costs
go up or there is less money to pay for the policy.

"There 3 not any consideration for what happens in
a down economy,"™ Cowper said at last week"s budget
summit with legislative leaders. "l 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
*79 ‘00 '8 ‘82 '83 ‘84 '85 ‘86 87 ‘88 '89* the state isnow stuck with a boom-time health plan.
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INSURANCE: For state workers

Conlinued from Page A-1

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 have 90 percent
coverage.

« 100 percent of the premi —
um for dependent coverage
is paid. Alaska is one of 12
states with that provision.

e 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 cost have
gone up, so have insurance
costs. But Alaska®s public
employees ”plan, issued by
Aetna Life Insurance Com—
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 1insurance 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 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 chiropractic
clinic, Davis Valley Chiro—

practic. isNo. 9 on the list of
payments made to doctors
and 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 1insurance policy
holders, mental illness and
substance abuse accounted
for just 16 percent of all
hospital stays.

And 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.
One 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. An —
other 15-year*old spent 350
days at the same hospital for
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 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
Humana 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
many people do not have
family here and more readi—
ly turn to professionals for
help...-

"It"s also my opinion that
you are seeing the impact of
television advertising,” Tay —
lor said. "Turn on the tube
and what do you see. Prob—
lems with 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 1is part of union
contracts, there is little that
can be done.

Any change would have to
be negotiated with 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 Gotten and Senate Pres—
ident Tim 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 was to ap—
pear before us magically
maybe we could take a look
at it,”” Kelly said at last
week 3 budget summit.

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

He said it is unfair 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 of people who are
living better than the people
they are working for."

Cotten said that to bal—
ance next year 3 budget it
might be necessary to cut

sendees, raise some 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, 1
still have to deal with 20
and 30 percent increases
each year."





