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H O U SE  C O M M IT T E E  R E PO R T
(7)
Date Referred to Committee: January 12, 1998 FURTHER REFERRALS: Labor and Commerce

D ate  o f  C o m m itte e  A c tio n :
T h e  H E A L T H . E D U C A T I O N  A N D  S O C I A L  S E R V I C E S  C o m m itte e  co n sid ered: 
H O U S E  B I L L  N O . 300
“ A n  A c t  re la tin g  to  health  in su ra n ce ; and  p ro v id in g  fo r  a n  effective  d a te .”

H B  300
H E A L T H  C A R E  I N S U R A N C E

recommends it be replaced 0 np i  (  ncr [ ] the same tidewith the following committee substitute -3 B13 o  LC ff O  i_____ a n e w  title
[ J additional referral to _  
f I attached amendmcnt(s)
ADOPTS:_____________

Committee

_________________________Letter of Intent
ATTACHES NEW FISCAL NOTE<s): t f k f n  APPROVES PREVIOUS:
I J fiscal notc(s) [ J fiscal notc(s)

(>S3 zero fis c a l notc(s) c l e D [ 1 zero fiscal note(s)



CHANGES CONTAINED IN CSHB 300 ( )
The title is changed to reflect the emphasis o f the bill, which is patient’ s 
rights.
Sect I is changed, adding a new short title section that reflects the emphasis 
o f the legislation.

Sect. 2 (b) is changed to require physician to physician contact in cases 
where a patients is denied care, reduced care, or terminated health care 
benefits.

The remainder of the bill is the same.
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C S  F O R  H O U S E  B I L L  N O .  300( ) 
IN  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E N T I E T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N
BY
Offered:
Referred:Sponsor's): R E P R E S E N T A T IV E S  B U N D E . JamesA  B I L L

F O R  A N  A C T  E N T I T L E D  
" A n  A c t  r e lu tin g  to  p a t ie n ts ’ r ig h ts  u n d e r  h e a lth  in s u r a n c e ; r e la t in g  to  re v ie w  o f  
h e a lth  in s u r a n c e  tr e a t m e n t  p la n s ; p r o h ib it in g  c e r ta in  h e a lth  in s u r a n c e  p r a c t ic e s ."  
B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t io n  1 . S H O R T  T I T L E .  T h is  A c t  m a y  he kn ow n  as the A la s k a  P a tie n ts ’ B i l l  o f  R ig h ts .* S e c .  2 . A S  2 1.4 2  is a m en d e d  by a d d in g  a  new  sectio n  to read:S e c  2 1 .4 2 .3 9 0 . R e q u ir e d  h e a lth  in s u r a n c e  c o v e r a g e  p r o v is io n s . (a) A  h ealth  ca re  insurer m a y  not in c lu d e  in the health  care  in su ran ce  p lan  o r co n tra ct a p r o v is io n  that ( 1) p rohibits a co v ere d  person from  o btain in g health  care se rvices from  a  health  care  p ro v id er o f  the p erson s c h o ic e , in c lu d in g  a  s p e c ia lis t;(2) restricts a  co v e re d  p erson’s right to  re c e iv e  fu ll in fo rm a tio n  fro m  the p erson’s health  care p rovider regarding the care or treatm ent o p tio n s that the health ca re  p ro v id er b e lie v e s  are in the best interests o f  the person .
•!• CSHB J00( )

K t« r»x: " n  , j - . - : : n » d  [ZELE7EV TEXT BRACKETED!
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(b) A  health  care insurer m ay not d e n y , re d u ce , o r term inate  health  care b en efits  for a  co v e re d  p erson unless the d e n ia l, red u ctio n , or term in atio n  is ap p roved  b y  a p h y s ic ia n  w ho is lice n se d  to p ractice  in the U n ite d  States.(c) A  health  care  insurer m ay not(1) d ire ctly  or ind irectly  reim burse a co v ere d  person at a d iffe re n t rate b eca u se  o f  the p e rso n ’s c h o ic e  o f  p rovid er;(2) d e n y  c o v e r a g e , ca n ce l a health ca re  insurance p lan  o r su b scrib er co n tra ct , or o th e rw ise  take actio n  ag a in st a  co v ere d  person o r a h ealth  c a rc  p rov id er b eca u se  the person h a s asserted a right d e scrib e d  un der this se c tio n .(d) A  c o v e re d  person m ay bring a  c iv il action against a  health  ca rc  insurer to e n fo rce  the p e rso n ’s righ ts under th is sectio n .(e) Ip  ih is  s e c tio n .(1) "h e a lth  care p rovid er'1 m eans a person lice n se d  in th is  state to p ro v id e  health  care s e r v ic e s ;(2) "h e a lth  carc se rv ices" m eans treatm ent o f  an in d iv id u a l fo r  an in ju r/ , illn e ss , o r d isa b ility  and includes preventative treatm ent o f  an in ju ry o r illn ess .

WORK DRAFT WORK DRAFT 0-LSI248\K
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S P O N S O R  S T A T E M E N T  

H o u s e  B i l l  3 0 0

‘A n  A c t  re la tin g  to  h ealth  in su ra n ce ; and p ro v id in g  fo r an e ffe c t iv e  d a te .’

O ft e n , insurers u se  health  c a rc  co n su m e rs  as trad in g  c h ip s  in ord er to o b ta in  s e r v ic e s  fo r  a lo w e r p r ic e . T h e  p ro b le m  is that the p atients in v o lv e d  d o n ’ t k n o w  that th e y  h a v e  been traded u n til th ey  c o m e  to  use the se r v ic e , then m an y  tim e s , they  b e c o m e  aw are that they arc n o t a b le  to g o  to the p ro v id e r o f  th e ir c h o ic e .
H B  3 0 0  p ro te cts the rig h ts o f  health  ca re  co n su m e rs to  ch o o se  ap p rop riate  m e d ic a l c a r c . T h is  le g is la tio n  p ro h ib its  insurers fro m  re im b u rsin g  a co v e re d  p erson at a  d iffe re n t rate b e ca u se  o f  the p e rso n ’ s c h o ic e  o f  h ealth  care p ro v id e r .

S P O N S O R  S T A T E M E N T
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A LA SKA  PHARMACEUTICAL ASSOCIATION
Box 101185 Anchorage, Alaska 99510

( 9 0 7 )  5 6 3 * 8 8 8 0

Jan 16, 1998

Represen tative C on  Bunde 
H ouso o f Represen tatives 
Juneau , A laska

Dear Rep resen tative Bunde.

W e have a received a copy of H ouse Bill 3 0 0  that you have introduced. The A laska 
Pharm aceutica l Association appreciates your effort to support pationts freedom  of 
choice in health car©. W o look forward to working with you to m ove this legislation 
forward

Pleas©  feel free  to contact me in Ketchikan at 9 0 7 -2 25 *6186  or you  m ay contact 
our Executive Director, Erin C arey-Byrno, at ou r Association o ffice at tho above  
numbors in addition, we a re  represented by our lobbyist G eo ff Bullock in Junoau

S ince re ly ,

Barry Christensen
Chair. Legislative Comm ittee
A laska Pharm aceutica l Association

S U P P O R T
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Karen Coom bs-M arcey 
6301  Bubbling B rook  
Anchorage. AK 9 9 5 1 6

Rep resen tative Con Bunde 
R oom  104 
State Capital 
Juneau . AK 99801

D ea r Rep resen tative Bunde;

As a constituent o f you r district and an individual who has been involved m health care  
in the state o f A laska since 1 9 8 1 ,1 am  wnting In support o f HB 3 0 0 . Thure a re  many 
rea son s  why HB 3 0 0  is needed  and m akes sen se  in A laska. The three mam reasons 
a re  access , patient rights and econom ics

A ccess to health ca re  remains a pnmary prob lem  in A la rka  A laska  has u small 
population base , sp read  out over a  large geograph ic a rea , with few  health care 
providers Many " la rg e r  towns lack basic serv ices Dutch Harbor d o e s  not have a 
physician, Bethe l d o e s  not have a pharmacy. The State o f A laska needs to support the 
inclusion o f dll cu iie iil d iiJ  piu&pcolive health providers in insurance contracts to 
increase accessibility, not limit o r elim inate it. A lso , many insurance com pan ies 
on ly want to contract with "national providers”  especia lly fo r pharm acy o r infusion 
se iv ices GEHA wants their patients to use Apna (or infusion services, but Apna’s 
infusion business in A laska lasted less then a year. The S tate o f A laska  em p loyee 
who lives in Sitka is expected to get prescrip tions at F red Meyer’s in Juneau And this 
is just the beginning o f "m anaged care".

Every patient shou ld have the right to m ake decisions that e ffect then health and well* 
being, without intrusion A patient shou ld bo ab le  to receive com p lete information 
regarding treatment options availab le to them and shou ld bo a llow ed to choose  tho 
health p tovtder(s) that m eet their needs The method by which insu rance com pan ies 
try to second  guess medical decisions m ade between a patient and  his physician, is a 
direct violH lion o f that individual's rights and a direct threat to their health An insurance 
agent negates a  patient/physician decision from  thousands o f m iles away, often with no 
m edical background and without even knowing the patient

1



Econom ics is the third issue. Many myths abound about the "cost savings" o f restrictive 
health rarr» systnm * Cnst savings shou ld he m ore correctly referred to a s  revenue 
shifting; insurance companies and their intermediaries have increased revenue, health 
ca re  p roviders have dec teased  revenue and patients' expenses can g o  up or down

‘ Myth 1 Specia list care costs m ore
In actuality, specialist c a re  is m o re  cost effective. This can be 
docum ented in a number o f jou rna l artic les and in aw arded capitated 
contracts in both cancer and H IV/AIDS care , bv both private insurance 
and Medicaid. W here capitated contracts a re awarded to Specia list 
C linics because  they are m ore cost effective , and ach ieve better 
outcom es.

‘ Myth 2: Restrictive drug formularies o r dec reased  access save s  m oney.
Su san  Horn's study, which originally w as designed to show  that restrictive 
drug form ularies d eceased  costs, actually ended up shew ing that over all 
hoalth caro costs are significantly increased with 9trict drug 
formularies and decreased access. Once again insu rance com pan ies 
m ay increase their profits by owning the PBM and accessing drug 
rebates .

‘ Myth 3. Conso lidation o r merging health care  providers a re  m ore cost e ffective and 
hence rcduco hoalth ca re  costs.

A laska shou ld  pay attention to what's happened outside as the push for 
m anaged ca re  works it's w ay into ou r state. C om pe tit io n  is  w ha t b rin g s  
p r ic e s  down. As tfie Anchorage Daily News reported last week, w hal is 
happening in larger cities, where m anaged care p ressu re  h a s  caused 
p rov iders to m erge and becom e one, they have been left with on ly  1 
o r  2 providers and now even  the HMO's that cause  1 this phenom enon , 
a rc  unable to stop the large increases that tho remaining p roviders a rc  
demanding W ho can they turn to ?  There is no  one left Rem em ber, 
even  Anchorage on ly  has 2 hospita ls the minimum requirement fo r  
competition!

W e need H B 300  to protect the health o f  a ll A laskans. Without it. we will be at (ho 
m ercy u .nsurance com pan ies, who don't know or understand our state and a re  not 
looking out fo r the health o f  anyone but their stockho lders o r 'non profit'' CEO 's P le a se  
d o  not hositato to call me, if you would like copioc o f jou rna l artic les o r published 
studies m entioned above.

Karen  C oom b* Marcuy

2
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\̂laska State Medical Association
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F ebruary  1 7 . 1 9 9 *

H o n o rab le  C m  B u n d e

S o le  o f  A L u lu

H o u io  o f  R ep res en ta tives

H c o llh , E d u ca tio n . i r d  S o c ia l S erv ic es  C o m m iito e

R o o m  10 6 , C a p ita l

Ju n e a u . A l a i b

R E  H D  3 0 0

D e a r  R cp resera a iivc  B u n d e :

T h e  A laska  S tale  M e d ic a l  A a s o o .ii .o n  (A S M A )  represents nearly  500  p r .v a tc  p m c u c e  ph y sic ian s  ond ih r ir  p c d c n is  

T t ia n k - y o i  fo r  th e  c p p o t l jn i iy  to  p ro v id e  c o m m e n ta iy  o n  H B  30 0 .

A S M A ’ s j o v v J w n g  body. th e  H ou se o fD d e p # c s .h a s  lo n g  supported the  csn ccp i o f  a  pm  te r  i i  reasonable c h o ic e  in  die  

p hysician  th a t p ro v id es  lus o r  her m e d ic a l o r e .  T h i t  co ncep t u  in c lu d ed  ir . M B  30 0

A S M A 'J  in terest in  any  h e a lth  a r c  p la n  focuses o n  w h a t u rp o e t i t  w o u ld  I ’-4' *  th e  quality  o f  n o d ic a l a u c  arvJ th e  

p a tic m /p h y tiC T in  re la tio n sh ip  G e n era lly , the p h y v d a n  c c n u n u ra ty  i t  ira cren eo  In  assu rin g  t lu i

1 .  pa tients lu v e  a  r u i c r o b l e  ch oice  in  vs h ieh  p h v s ic u n  p ro v id es  th e ir  lie a k h  a r c .

2 . p a tien ts  l e n t  a  c le a r  u n d c n a r d in g  o f  a ll m a c  rial b en  j u  and  r c m c u o n s  in v o lv e d  w i ih  a n y  h ca ltli p la n ;

)  eoeh p b y t a a n  d e s ir in g  to  p a m o p c tc  a t  a c c n tra a c d  p ro v id e r  o f  a r e  h as a f t i r  o p p o rtu n ity  i o  do so.

4 any  p h y s ic ian  c o r .tra a  c r ite ria , c o m r a a in g  p ro o o d u n x  and  cen tn a  te m u r u d o n  b e  o n l  fa ir  and o q u  ta b le  busis.

5 . any  u u lte a tic n  r e v ie w  o r m e d i a l  necessity d e te rm in a tio n  bo a c c s m p lii l te d  o n  •  p e e r  r e v ie w  b a s s , a n d  fin a lly  

6  patients a r e n 't  u n r c u o n a b ly  deruod b en e fits  a fte r  re ce iv in g  s m e r g o c y  core in  a l io s p iu l c r a b c r  e m e rg e n c y  facility

S e c tio n  I a t A S  2 1  4 2 .3 9 0  fb )  p ro v id es  d o r  a u u u u t .o n  re v ie w  o r r e v ie w  o f  a tre a tm e n t p i- n  n a u i  be d o n e  by a licen sed  

h ea lth  care p ro v id er I t  is  no t d e a r  tha t such r e v ie w  n u s  b e  do ne  by i  p e er a S M a  suggests th is  fcn p u a g e  b e  m o d .B e d  :o  

m a t e  th is  d e a r  T h e  sam e "p e e r "  appro ach  w n i  adep ted  m  H fl  i t  the te n  re fo rm  m a a i r e .  en acted  last year in  regards u  

e r p c n  w i m e a  q u a t i f i a u o n i  (s e c  A S  0 9  20  1 8 5 ) .

T a n k  y e a  fo r  Dus c p p o n u m ty

S m a r t l y .

B y  K e v i n  T o m e r a . M D .  P resident

F o r .  A laska  S ta le  M e d i a l  A u o a a t io n  

D o a n ! o f  Tru s t oca

e c  R cpreaentcirvo  Jo e  G ree n . V ic e  C h a ir . H E S S  

R e p r e s e n ts tn t  F red  D y s o n . H E S S  

R c p fe a e m a tiv e  B n a r . P c n c r . H E S S  

R e r m c f t i t i v e  A J V a e y .  H E S S  

R cpreaervLHiv* T o m  O n c e , H E S S  

R e p m c r a n u ie  A l ta i  K e m p to v  H E S S
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W hen Charles W  
Turner under-

**nI a coronary
triple bypass <i 
Washington. 

D C *  Georgetown University 
Hospital in December 1992. the 
hotreial * «  pant M l  111 
■'Vn Shelby A. Fowler had the 

O M  pperitmn at the tame host*- 
til -ett than three month* later. 
:he votpital « u  paid only 
JI0M7
T jrner. a retired road conttroC' 

non worker Irnm rural 
Umacomng. Md. wi* cmered be 
a irvMipoal teeter tenner* irttuf- 
inee plan. which paid the hospt- 
jr* .Vail charge* Fowler, an engv 
-err at a high lech comping in 
Tgv»nt Corner. V*. coeered 
by a health mamtenanc* orgamo 
'•oo »h*ch paid • negotiated Ire 
The hospital vrel A made * pro*- 
•I n< EIJ.IAI on Turner but lo*< 
iM'iVt Fowler because the tfeaJ 
■t made with Fowler* H M O  
amounted to • brlow cost dre 
swot Georgetown toil $4 2 nut- 
no diarwg it* pau far at gear on 
-patwotl coeered bg HMO* and 
i'her managed care plan* that 
refreed diKOwm*. the hMprttl 
or*
The Morr of Turner and Fowler, 

•nd a broader analgii* «( 
.eorgeiown Hoipiiar* finance* 
•we • one rear prnnd *h*w harw 

tan* HMD* and other health 
t vwrtoee ptan* that are coed at 
ode** oI co*l el.’eevwoes* tr»e 

i and mg com* to

S ome nraltk imuren pat mart than othin for hotpilal tart Here t a look al Ctorfttnwn 
Unwenttt l/otpiial i inpatient iuimeu to iti 1993fitcal gear, broken down by insurance type

CORONARY BYPASS OPERATIONS
The hwipOari toil pee procedure was teratar for 
each group, but actual parnentt raried wtdofg-
m rrex/vmot or OCn>*t

_ao it* arersg* profh per cat# nil far greater 
for patients with traditional Inline nee corerag*
a.t«»r.t r«crir rtecau. m rw vtanMor oottaat

trrW u n a

W W W  M ,  * owoontg •( patient* had trsonlwrejl 
few-Hr tmti cerersf*—
; sol onr<«r soresvcrel

— toraa petteot* were the poH mafic grow* 
PO which the hwtpaiai mad* a prwflt
im OTiToaiOU n i n i o n

>«aWWM>

Ui-ifal taw

ftehtaa

raakrmwa

Ua-aca) taw

Chaney tare

two J ooo • too * 000 • 10 10 IS 120

UVATT INSURANCE COMPA 
e* mar Hog cempiaaoed about 
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p a t i e n t  c a r e

lisent major federal health-care leg­
islation. most health jm iluv took place 
in statrhouse* in IW7. Patient con­

sumer protection top|>ed a legislative agenda 
that also included hospital conversions, pamal- 
hirth abortions, expanding Medicaid to in­
clude more children, medical saving* accounts, 
workei* compensation and gag clauses.

T lir granddaddy o f them all. however. was 
patient piotectlnn. especially fot participants 
o f managed care organization*- While not a* 

cnmprehemnr itt regulating managed 
ire organization* a* urine would hair 

liked, the hill* suggest a trend unsaid 
states being a watchdog over the 
growth o f managed carc.

In January 1997, nine state* inum 
due eel a Managed ( a i r  Consumer Pro- 
tectron Act tiased on a model created 
though Women in Government, a bi­
partisan educational association. Nine 
democratic and Republican stale law­
maker* in the group developed the 
modd trill for state* to estalrlish consumer 
protection and (]ualitv-of-carc stan- 
d.udv for managed cate organizations 
< oloiado. Kansas, Newjcrsey. Oregon and Texas fussed versions similai to the 
uuMlrl in 1997. Delaware. Georgia. 
Ohio and Tennessee should address 
|M'U(img legislation this sear. 

Additional patient piotection legislation lo- 
iiisril on I canning gag rliuse*. At least 17 states 
addressed roniiactu.il clauses that piohihii 
iloctors hi managed cate contracts tunii <hc 
ckningcciLUii medical information to fuUrnix 
Srsrta l stales alur included legislation that 
lianned incentives for plivsiciaiis to not tefer 
|utitms to i rtum  sjro taltstv or prifonn crtuin 
pu k cdui es Stales k coking to im|tieinenl a stmt- 
lai measurr have praised Kansas'S H !RN l l i c
Kansas lavs ptohibits gag clauses in managed 
caie cnntKK is. fun* incentives tlut might krep 
plivsic inns luun tefrmng patient* to *|crc i vliu* 
for fuiilrer rate, irqtuir* c otmmur* ofeatr |m» 
viuons lot irrnuiuted enroiler* and irq iorrx 
the estabhshmriil o l grievance p totrdn ir* 
Montana. ( tab and Wsoming passed laws that 
locus exclusively on lunning gag clauses 

At least I "■ states fussed legislation ircfiiiung 
managrd caie organizations to b.tvr wttllrn

a*»t«n«z if s rwMftpctfcy ***>*/ ■<n Program 
t r y  Umcwszsr? 5*0x10 Th* CcuvrJ of S u i t

slCVlWtWl

standard* for Ixnh utilization review and griev­
ance procedures. Most notable are Connecti­
cut’* I I B. 688.1. Missouri's II B. 335 and New 
I lampsliiir's S B. I '.*2. Connecticut require* the 
commissioner* ol the department* of Insurance 
and Public Health to develop and distribute 
annual consumer rr|>m t raids on all managed 
care organizations, beginning in 1999. The 
Missouri bill require* health maintenance or­
ganization* to develop procedure* to allow an 
enrollce who need* ongoing care from a spc- 
c ulist to receive that caie without liiM obtaining 
a referral Irom a primarv care physician for 
each visit.

At least seven state* passed legislation under 
which subscriber* can selec t from among clif- 
fcient deli*'TV systems, including HMO. pre­
ferred provider organizations or lre-for-*crvice 
when needed, lather than choosing between 
deliver* svxtem* during open enrollment peri­
ods al place*ofemploviiieni. Iow a*II B. 133 
require* carrier* that olle i a limited network 
plan with small einplover* to olfer a point-of- 
service option allowing such choice, t-argr 
emplovei* must olfei a fcoml-ol-wisice plan in 
vshich the p ine is arliuuallv determined, a 
managed care plan that does not limit provid­
er* or an indriunitv plan

Virgin a mav consider similar proposal* in 
1998. lawmaker* hi 1997 fussed II | R. 631. 
which c teated a task lotce »oexplore fsoint of 
service option* lor Virginia s businesses. The 
i.tsk Ion e mi ludrd legislate us consumer*, pro- 
sidei*. Iiusinessc-sandiusuieis lliestate'sjotnt 
t aitnmtssion on HcmIi Ii ( a i r  soil submit it* 
litidutgs and ircoiiuurndationv to the gover- 
not and the 1998 Griieial Assembly.

Hie lediT.il goseitiliii'nt also is following (he 
health advtsorv commission toute. President 
(Million, vdio in Match 1997 apfMiinted an 
Advisors C avmnuMioti on < oiisiunrr Protecuon 
.met Oiulitv in the Health ( a ir Induvtrv. an­
nounced a Health ( aie l onsumrr Bill o l 
Righis in late Nmrtnber 199? While it has 
made mils recommendation* so lar, the com­
mission ha* received mixed irviewv Some 
state'* view it a* iederal iiitiuvion, while other* 
we it a* a wateieddown version of several state 
law* ahead* in place

In 19**8. state otlieiah should look lor led- 
r ia l legidation tlu t would w l a national stan 
daid for ensuring qualm caie foensurr that 
progress in futient piotrenon continue*, an 
• tjien < hale «gue with piovideiv. cornu men. pay­
er* and government otIUuls eg all leveh will 
tie nee exeat* -J

3 0  State G ov e rn m en t New* Januaiy  /K r tw iu n  1 99 8
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Majoi Health Car* Policies: Ftfry State ProMect997

build protection into their Medicaid managed care programs, most ol which target children 

and pregnant w o me n on Aid to Families with Dependent Children.

Ai the year wound down, compliance with the new Title XXI children'! health insurance 

program— a five-year, $24 billion federal block grant approved as part of the Balanced 

Budget Act signed by Prendent Clinton on Aug. 5. 1997— became Topic A  for states in 

order to qualify for their share of the funds. In a few instances, plans were submitted to the 

Health Care financing Administration (HCFA) or, at the least, approved by the legislature 

before the year ended. But with most sessions in adjournment when the law was signed, Ihe 

issue is likely to take a significant amount ol lime when lawmakers get back to business in 

1998.

Sandwiched in between was a wide range of Issues with which legislatures had to acquaint 

themselves, Irom nonprofit hospitals and Blue Cross and Blue Shield plans seeking to 

'convert' to for-profit status to balancing the promises of genetic testing against the 

possibility ol discrimination in health insurance, from physician-assisted suicide to licensure 

reform, from keeping tobacco out of the hands of youngsters to finding less costly, more 

consumer-friendly options to nursing home caie for elderly and disabled citizens. Here are 

some highlights of the year, followed by an in-depth report on 10 key policy areas.

Finance: Managed Care and M ore
II you had to sum up the most contentious health care issue ol the year in just two words, 

'managed care' would do. In response to consumers' angst about the limits that managed 

care imposes on the ability to choose a physician and ro providers’ anger about what they 

perceive as their ebbing control over patient care to insurance industry 'greenshades," 17 

states enacted comprehensive laws regulating health plans, while two (New Jersey and 

N e w  Mexico) issued rules to do the same. Hut number supplements 13 laws modeled on 

either Ihe American Medical Association's Patient Protection Act or the Managed Care 

Consumers' Bill uf Rights that were adopted between 1994 and 1996. Designed 'to assure 

fairness to patients and providers,' the A M A  model requires stales lo develop standards for 

certifying managed care plans; spell out utilization review safeguards; and set forth 

coverage options for patients, including a 'pomt-of-service' option for going outside of the 

plan for care, sub/cct to higher out-of-pocket costs. Ihe bit. ol rights, developed by the 

Public Education fund of N e w  York, is a more consumer-oriented model with provisions 

addressing access, choice, quality, confidentiality and nondiscrimination, appeals and so 

on

Comprehensive Reforms: The 1997 batch of bills addressed an even broaoer range of 

issur*. including access (e g., direct access, pomtol-servicc options), bans on gag clauses, 

consumer grievance and appeals procedures, credenpalmg and certification, privacy of 

medical records, disclosure of financial incentives and plan solvency. O n  access— arguably 

the most important issue to consumers— for example, 3 3  states n o w  have laws or 

regulations that give w o me n in managed caie plans direct access to their Ofi/CYNs, either 

by letting them bypass a referral from a primary care gatekeeper or by designating an 

O B / G Y N  as their primary care physician. A  199? Florida law also grants duett access tn 

dermatologists and a Montana taw (o advanced practice nurses under the state's workers 

compensation act. And N e w  Jersey and Tetai joined N e w  York this year in providing direct 

access to specialists, when an enroKees medical condition warrants. In addition, 11 states 

no w offer the pomr-of-service option, though often with limits, to people who are willing to 

pay more out ol pocket to see uut-ol-plan providers (Maryland. N e w  York and Oregon 

1995- Georgia and Minnesota. 1996. ond Idaho. Iowa. Montana. N e w  Jersey. Oklahoma 

and Tesai. 1997). Plan use ol 'g i g  cfjusei.'or contract language that doctors maintain 

prohibits them Irom ditcuivng treatment options and other plan practices w«th paiienrt. also

OHeakh Pol«y Tracking Wrvne
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continued to co mmand considerable artenrio n . In ) 997, 21 states moved to ban use of gag 

clause*, on top of 20 going into the year.

Mandated Benefits: The issue of plan coverage of emergency services and maternity and 

mastectomy hospital stays also garnered continued attention, either as part o l the 

comprehensive reforms or as stand-alone bills. At the end o l 1996, 6 states had approved 

laws that mandate coverage of emergency room visits that meet the 'prudent layperson' 

lest— that is, if an individual could reasonably infer that the condition that took them to the 

fR was, in fact, an emergency. In 1997, another 17 followed suit with laws, while N e w  

Jersey and N e w  Mexico addressed the issue through regulations. Since 1995, 41 states (17 

of them in 1 9 9 7 )  also have moved to mandate extended coverage lor hospital stays lor 

mothers and newborns, to avoid a trend toward 'drive-thru deliveries,' or discharge after 

24 hours or less. Since March 1997. states also have moved to discourage 'drive-thru,' or 
outpatient mastectomies, by requiring plans to cover inpatient hospital care for 

mastectomies (13 laws) and/or reconstructive breast surgery (17 lawi) for a length of time 

determined appropriate by the attending physician. Mandated coverage for treatment, 

education and supplies for diabetes was another popular theme of the year (see 

Pharmaceuticals section).

Insurer liabMy: Should managed care plans be liable for medical malpractice if a decision 

to delay or deny care on grounds it is not medically necessary results in harm toth* patient) 

States grappled with that question in 199/ as they sought to respond lo physician and 

patient pressure to curb the power of the managed care industry. Traditionally, health 

insurers have been protected by state laws banning "the corporate practice of medicine,' 

which means the patient's only recourse is to sue under a 'vicarious liability' theory. The 

present mood in many states, however, it to extend the scope of malpractice liability 

beyond individual practitioners lo insurance carriers and plans themselves. A  Texas law 

enacted *n M a y  without the governor's t ig n jt u r e was the first to let patients who say they've 

been harmed by a plan's decision sue for malpractice (Almost immediately, insurers filed 

suit on ground* that the law is preempted by the Employee Ketirement Income Security Act 

(ERISA), a 1974 federal law that exempt* self-insured plans from state insurance regulation.) 

In addition, seven states (Idaho. Louisiana. Missouri, N e w  Hampshire, North Dakota. 

Tennessee and Texas) approved legislation that bans the inclusion of indemnification, or 

'hold harmless,' clauses that prohibit a provider from shifting liability to an insurer in 

contracts between tho two parties.

ERISA: From mandated benefits to high-risk insurance pools to the malpractice question. 

ERISA continues to be a thorn m  m e  sides of ttate legislators and insurance regulators 

While |l« federal preemption provision was intended to allow multistatc companies to 

maintain uniform benefits plans across sure hnes. the effect has been to severely 

Circumscribe state regulation of self insured plans which n o w  encompass an estimated 40 

percent of insured workers. And. while slates have regularly tctiesi the limits of IRlSA 

through both statute and regulation, court rulings on the issue have (ended to be variant and 

piecemeal. w h < h  means that any real 'fix' will have to come fiom Congress. In 1996, 

Congress made a gesture toward broadening the ERI5A tent by extending provisions ol the 

Health Insurance Portability and Accountability Act IHIPAA) as well as two clinical 

mandates (menial health parity and inpatient care after childbirth) fo both self- and 

commercially- insured firms. The trend toward further fedml mandate* •» likely to 

continue— post-mastectomy hospital stays and regulation of managed care plans aie 

already on tap -but that it something of a mixed blessing for states, which would much 

prctff that ERISA itsell be mod'hed to give the-m grrater regulatory control over the self- 

insured maiket
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Physicians W h o  Care

N a t i o n a l  O r g a n i z a t i o n  o f

D is s a t is f ie d  P h y s ic ia n s

M o r e  and m ore p h y s ic ia n s  are a lly in g  th e m se lv e s  w ith  m an aged  care  o rg a n iz a tio n s  in ord er to k eep  p atien ts or attract n e w . insured p atien ts. B u t a su rv e y  o f  1.7 1 0  p h y s ic ia n s  fin d s that m a n y  o f  them  b e lie v e  m a n a g e d  care  --  su ch  as that p ro v id ed  b y  health  m a in te n a n ce  o rg a n iz a tio n s  ( H M O s ) . p referred  p ro v id er o rg a n iz a tio n s  ( P P O s )  and p o in t-o f-s e rv ic c  ( P O S )  p la n s -- has had a  n e g a tiv e  im p a ct on their a b ility  to  care fo r patients and  th e ir  sa tisfa ctio n  w ith  m e d ic a l p ractice .
P P O s  are p la n s th rou gh  w h ich  a  s p o n s o r in g  g ro u p  n ego tiates p rice  d isco u n ts w ith  health  c a r c  p ro v id e rs in e x c h a n g e  fo r  p a tie n ts. M e m b e rs  o f  P O S  p la n s c a n  use an H M O  p rov id er and h a v e  fu ll c o v e r a g e  o r g o  out o f  th eir p ro v id e r  netw ork and h a v e  part o f  the co st o f  their treatm ent co v e re d .
A m o n g  the fin d in g s  o f  the su rv e y , taken in 1995 and o n ly  re cen tly  m ade p u b lic :

• N e a rly  tw o  in fiv e  p h y sic ia n s  (38 percent i report that their a b ility  to m ake the right d e c is io n s  fo r  th e ir p atien ts has d e c lin e d  in the past three y e ars.
• F o rty -o n e  percent report a d e cre a se  in the am ou nt o f  tim e they spent w ith p atien ts o v e r  the p re v io u s
•  A lmost halt ot those in plans that pay prov iders either a discounted price o r a fixed annual amount 

per patient (capitated plansi rate their ability to get necessary treatment fo r patients -  through 
re fe rra ls , fo r  example -  as fa ir o r poor, and almost two-thirds (6 2  percent) rate their ability to get 
immediate approval fo r care as low .

• S ix ty  p ercent report very serious o r so m ew h at seriou s p ro b le m s w ith  e x te rn a l re v ie w  an d  w ith  lim ita tio n s  o n  their c lin ic a l d e c is io n s .
By co n tra st, a m o n g  the phy s ic ia n s  in tia d itio n a l fc c -fo r-s e r v ic e  p la n s , nearly  tw o -th ird s say they  h av e  e n co u n te re d  no  seriou s p ro b le m s in referrin g  p atients to th eir c h o ic e  o f  s p e c ia lis ts , and  57 p ercen t h a v e  had  n o  se rio u s p ro b le m s w ith re v ie w s o f  c l in ic a l  d e c is io n s  prior to  a p atient's r e c e iv in g  c a r c .
Source: Karen St oil Collins et al . "The Commonwealth Fund Surves of Plnsician Experiences w ith 
Manured Carc." March IW7. Commonwealth Fund. One F. 75th Street. New York. NY. (212) 5J5dTI0().

Reprinted with permixntm of the Suttnruil Center for f'otu \ Anutxxn from the Executor Alert. Jul\/Aunua IW7
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