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U n l ik e  the N in th  C ir c u i t  case c ited  above , the R ho d e  Is land case w o u ld  no t b e  b in d in g  
precedent o n  a federal d istrict court i n  A laska . N e ith e r  the N in t h  C ir c u i t  case nor the 
Rhode Is land  case w o u ld  be b in d in g  on  an A laska state court, but a state court m igh t 
regard such  authorit ies as persuasive. T h e  R ho d e  Is land d e c is io n  c e r ta in ly  demonstrates 
that the tonnage  c lause is not a dead letter, and in  l igh t o f  the R h o d e  Is la nd  dec is ion , 
caut ion w o u ld  ce rta in ly  be in  order i n  im p o s in g  any  fee or tax e x c lu s iv e ly  on  vessels, 
un less the proceeds were used to p rov id e  serv ices to vessels,

O t h e r  P o te n t ia l  C o n s t i t u t io n a l  Issues
A  num be r  ot other const itu t iona l p ro v is io ns  m ig h t  be raised in  an attack on  a tax on 
passengers trave l ing  o n  com m erc ia l passenger vessels.

l i  a tax can su rv iv e  scrut iny under the second p rong  o f  the C o m p le te Au to  test and is at 
least m in im a l l y  rat iona l, it can p robab ly  s u r v iv e  a  due process c h a l le n g e  as w e l l .  See 
Keane v. L o c a l B ounda ry  C om m is s io n .  S93 P.2d 1239, 1248 (A laska 1995) ("As long as 
services are ava i lab le , the issue o f  usage b y  the taxpayer is irre levant."); K a tm a i l and. Inc. 
v. Lake and Pen insu la  B o ro ugh. 904 P .2d 397, 402 (A laska 1995).

Equa l protect ion is another potent ia l issue. A laska  uses a s l id in g  sca le equa l protection 
test, but the interests in v o lv e d  in  taxat ion fa ll at the low  end o f  the sca le and  arc rev iewed 
under "relaxed scrutiny." Id. at 401, n. 6. T h e  federal equa l p ro tect ion  c lause  requires 
on ly  that the tax be "rat iona l ly  related to a le g it im a te  gove rnm en ta l interest." Id. at 401. 
As the A laska  Supreme Court observed, "[t]axes are rare ly found  to be w ith o u t  a rational 
basis." Id. at 400.

O ther potent ia l arguments m igh t be based on  the fore ign com m e rc e  c lause or the 
p r iv i leges and im m un it ie s  c lause o f  the federa l const itu t ion .

C' e lu s io n
A head tax on cru ise sh ip  passengers m ig h t  encounter cha l le nges  b a s a l  on several 
p rov is ions o f  the U n ited  States cons t itu t ion , pa r t icu la r ly  the com m e rc e  c lause and 
tonnage clauses.

Representative Cari Gatto
March 19, 2003
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An excise tax on passengers traveling on commercia l passenger vessels might engender 
challenges based on the commerce and tonnage clauses o f  the Const itu t ion o f  the United 
States.

C om m erce  C lause

When the framers wrote the federal constitution, they were very concerned about 
removing barriers to free trade between the states. Th is concern was addressed in  the 
Commerce Clause in  Artic le I, section 8 o f  the Constitution o f  the Un ited States. H is  
commerce clause expressly permits Congress to regulate commerce among the se v e ra l 

states. It lias also been interpreted to include a "negative command , known as the 
dormant Commerce Clause, proh ib it ing certain state taxation even where Congress has 
failed to legislate on the subject." Ok lahoma Tax C om m iss io n  v, Jefferson Line.?. Inc.. 
514 U.S . 175,179(1995).

The Supreme Court has deve loped a four-part test for determ in ing die va l id ity  o f  a tax 
under the federal commerce clause:

(1) whether the activity taxed has a sufficient nexus w ith  the  taxing state;
(2) whether the tax is fair ly related to benefits prov ided by the state to the 
taxpayer;
(3) whether the fax is fair ly apportioned to local activities; and
(4) whether it discrim inates against interstate commerce.

■Sjong v. State. Dcpartrpent o f  Revenue . 622 P.2d 967, .973 (Aluska 1981), citing 
C omplete Auto Transit. Inc.. v. D n d v . 430 U.S. 274, 279 (1977).1

1' A lthough this is an older case, the four-part test it describes is stil l good law. Sen for 
example Ok lahoma Tax Comm iss ion  v. Jefferson Lines. Inc.. 514 U .S . 175, 183 (1995) 
Sometimes courts first analyze whether a law treats in-state and out-of-state interest
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The first prong o f the Complete Auto deals w ith ’nexus," or the quantity and quality of 
connections between the taxing state and the activity being taxed. The many interactions 
between cruise ships and coastal communit ies in Alaska wou ld  be found suffic ient to 
satisfy the first prong o f  the Complete Auto test. Cruise ships and ferries provide 
overnight accommodations in part to enable passengers to enjoy the goods, services, and 
attractions availab le on shore in Alaskan communit ies . Cruise ships and ferries dock in 
Alaska ports, purchase goods and services from local vendors, and cruise 9hips sell on­
shore tours and other services to d isembarking passengers. Other state taxes invo lv ing  
vessels have easily met this prong o f  the Comp lete Auto test by virtue o f  less extensive 
contacts w ith  shore. See Sjona v, State. Department o f  Revenue. 622 P.2d 967, 970-971 
(Alaska 1981); H a r l ey Marino v. M ierke. 474 S.E.2d 599, 608-609 (W. Va. 1996).

The second prong, requiring a fair re lationship to benefits provided by the state to the 
taxpayer, is also easily met. This relationship need not be especially close. Accord ing to 
die United States Supreme Court,

I f  the event is taxable, the proceeds from the tax may ord inar i ly be used 
for purposes unrelated to the taxable event. ... The bus terminal may not 
catch fire during the sale, and no robbery may be foiled w h i le  the buyer is 
getting his ticket, but po l ice and fire protection, along w ith  the usual and 
usua lly forgotten advantages conferred by the State's maintenance o f  a 
c iv i l iz e d  society, are justif ications enough for the impos it ion o f  a tax.

Ok lahoma Tax Commiss ion v. Jefferson L ines , 514 U.S. at 199-200 (uphold ing an 
Ok lahoma sales tux on the fu ll price o f  bus tickets, inc lud ing  tickets for travel between
states).^ See a/so Hartley Mar ine v. M ie rk e. 474 S.E.2d at 610 ("There s imp ly  is no 
requirement that the tax imposed result in  a direct and attributable benefit to a taxpayer.") 
Cruise ships and disembarking ferry and cruise ship passengers use many services 
provided by state and local government. For purposes o f  the commerce clause, it is not 
necessary that each vessel or passenger acma lly  need or use each service in  order to 
just ify the tax.

The apportionment prong o f the Complete Auto test is intended to ensure that "each State 
taxes on ly  its fair share o f  an interstate transaction." Id. at 184, quoting Qo ldhcrg v. 
Sweet, 488 U .S . 252 (1989). A lthough there may be some question about how  to

differently, and then move to the Comp lete Auto test. See Barber v. H awa i i . 42 F.3d 
1185, 1194 (9th C i .  1994); Hartley M ar ine  Corporat ion v. M ie rke . 474 S E.2d 599, 607 
(W.Va. 1996).

2' S im ilar ly , to satisfy the requirements o f  due process, the relationship docs not have to 
be particularly close -”[a]s long as the services arc available, the issue o f  usage by the 
taxpayers is irrelevant." Keane v. L o cal Boundary C om m iss ion. 893 P.2d 1239, 124R 
(Alaska 1995).



apportion nights spent in transit between Canada and Alaska, assuming there is an 
equiva lent Canad ian tax, there should be no apportionment problem i f  the tax is 
calculated based on nights spent on Alaska waters.

The final commerce clause test element is whether the tax discriminates against interstate 
commerce. Th is  prong o f  the Complete Auto test, according to the Alaska Supreme 
Court, means mat a state cannot impose a tax wh ich discrim inates against interstate 
commerce by prov id ing a direct commercia l advantage to loca l businesses relative to 
interstate business. Siong v. Department o f  Revenue . 622 P.2d 967,973 (Alaska 1981).

The Tonnage Clause
The tonnage clause is a relative o f  the commerce clause; it too is concerned w ith  ensuring 
the free f low  o f  commerce between states. It prohibits a state from laying "any Duty o f 
Tonnage" w ithout the consent o f Congress. The term "tonnage" or ig ina lly referred to tine 
internal capacity o f  a vessel. C lvde Mal lory Lines v. A la bama ex rel State Docks, 296 
U.S. 261, 265 (1935). However, the clause has been interpreted more expansively to 
inc lude "all taxes and duties regardless o f  their name or form, and even though not 
measured by the tonnage o f the vessel, w h ich  operate to impose a charge for die privilege 
o f  entering, trading in, or ly ing in a port." Id. The clause prohibits "reliance on tonnage 
duties to raise general revenues, to regulate trade, or to charge for the priv ilege o f  
entering, ly ing in , or trading in  a port." N ew  Orleans S.S. v. Plaquemines Port, Harbor 
and Term ina l District, 874 F.2d 3018, 1023 (5th C ir . 1989).

The clause permits states to charge for services rendered to a vessel, such as pilotag-r, 
wharfage, use o f  locks on a navigable river, or po l ic ing  o f  a harbor. C lvdc  M a l l orv Lines. 
296 U.S. at 265, or for ensuring the ava i lab i l ity o f  a service, such as fire fighting, even 
though not every vessel w i l l  acmally need the service. P laquem ines. 874 F.2d at 1023.

The first question to ask in a tonnage clause analysis is whether the tax in question fits 
into the tonnage clause framework-whcthcr it m igh t reasonably be construed as a charge 
tor the pr iv i lege o f  entering, trading in, or ly ing in a port.

West V irg in ia  considered this issue in  Hartley Mar ine Corporation v. M i erke, 474 S.E.2d 
599 (W .Va. 1996). Tlie statute challenged in that case taxed the use or consumption by 
"motor carrier*'--including buses, trucks, and aircraft as w e l l  as barges and watcrcraft-of 
fuel purchased outside the state. Id , at 672. 'Hie court held:

Appellants urge this Court to v iew  the use tax at issue as a charge 
for nav igat ion o f  the rivers in v io la t ion o f  the Duty o f  Tonnage Clause. I f  
t li is use tax were solely imposed for fuel consumption on  the waters o f  this 
state, Appellants' arguments wou ld  be more conv inc ing , The use tax at 
issue, however, is not a prohibited toll on the use o f  this state's navigable 
waterways, but an excise tax on the use o f  fuel w h ic h  is imposed on all 
motor carriers operating w ith in  this state, in c lud ing , buses, trucks, trains, 
and aircraft.

Senator John Cowdery
March 22,2002
Page 3
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id . at 612. Because the tax did not fall exc lus ive ly on users o f  the state's waterways, the 
court did not see it as a tonnage tax.

The tax imposed in  West V irg in ia  affected vessels and buses and aircraft, as well as 
commercia l passenger vessels. A  tax dealing exc lus ive ly  w ith  commercia l passenger 
vessels may be more vulnerable to a tonnage clause argument.

Hawa ii imposes fees for anchoring and mooring in  state harbors. In  Barber v. Hawa ii . 42 
f.3d 1185 (9th C ir . 1994), the plaintiffs argued that moor ing  and anchorage fees collected 
by the state were a duty on tonnage that v iolated the federal tonnage clause. The 
plaintiffs conceded that under the C lvd c  M a l lo rv  case, a state was permitted to charge 
reasonable fees for services rendered. They apparently also conceded that provis ion o f  
restroom facil it ies, parking, trash disposal and security services wou ld  be sufficient to 
satisfy the requirements o f  the C lvde M a l lo ry  case. The p laintiffs then tried to argue that 
because the services provided were open to the pub l ic  and not provided specifically for 
those paying the fees, that the state was effective ly not prov id ing  those services. The 
court rejected this argument find ing that H aw a i i in  fact provided services in exchange for 
the mooring and anchorage fees, and that the fees were not a duty on tonnage. Barber v. 
Hawa ii , 42 F .Bdat 1196.

The plaintiffs in  Barber v. Hawaii apparently d id  not argue the tonnage clause issue very 
well, and the court's discussion o f  the clause is cursory. However, the case upheld the 
fees in  question. In  contrast, a recent Rhode Is land case he ld that a registration fee on all 
boats operated in  Rhode Is land waters for more than 90 days was an unconstitutional 
tonnage tax, because the revenues from the fee wou ld  not necessarily be used for services 
benefitting boaters. S tate v. Tumbaugh. 705 A.2d 530 (R.I. 1997).

The Rhode Island statute provided that the proceeds from the registration fee, subject to 
approval o f  the General Assembly, should be allocated to fund expenses o f  the 
department o f  environmental management harbor maintenance, boating safety and other 
boating related programs. Id  at 532. The court wrote:

p]t should be noted that any funds collected under the provisions o f  this 
chapter were required to be allocated, distributed, and used subject to the 
approval o f  the General Assembly, Thus this alleged restricted receipt 
account was entirely subject to be ing used as a gcncral-rcvcnue measure 
atiri not merely for the purpose o f  p rov id ing  services to bouts, boaters, and 
navigational improvements.

1 lie court rejected the state's argument that the registration fee was merely a property tax, 
and instead conc luded that it was "a classic form o f  tonnage tax spec if ica l ly prohibited by 
the Const itut ion o f  the United States." Id  at 533.
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Un like  the N in th C ircu it case cited above, the Rhode Is land case wou ld  not be b inding 
precedent on a federal district court in  Alaska. Neither the N in th  C ircu it case, nor the 
Rhode Island case would be b ind ing on an Alaska state court, but a state court m ight 
regard such authorities as persuasive. The Rhode Is land decis ion certain ly demonstrates 
that the tonnage clause is not a dead letter, and in Light o f  the Rhode Is land decision, 
caution wou ld  certainly be in order in imposing any fee or tax on exc lus ive ly on vessels, 
unless the proceeds were used to provide sendees to vessels.

O th e r  Potent ia l Cons t itu t iona l Issues
A  number o f other constitutional provisions might be raised in  an attack on a tax on 
passengers traveling on commercia l passenger vessels.

I f  a tax can survive scrutiny under the second prong o f  the C omplete Auto test and is at 
least m in im a l ly  rational, it can probably survive a due process cha llenge as well, See 
Keane v. Local Boundary C omm iss io n . 893 P,2d 1239, 1248 (Alaska 1995) ("As long as 
sendees are available, the issue o f  usage by the taxpayer is irrelevant."); Katmailand. Inc 
V. Lake and Peninsula Borough. 904 P.2d 397,402 (Alaska 1995).

Equal protection is another potential issue. Alaska uses a s l id ing scale equal protection 
test, but the interests invo lved in  taxation fa ll at the low  end o f  the scale and are reviewed 
under "relaxed scrutiny." Id. at 401, n. 6. The federal equal protection clause requires 
on ly that the tax be "rationally related to a legit imate governmental interest," Id  at 401, 
As the Alaska Supreme Court observed, "[tjaxes are rarely found to be without a rational 
basis." Id. at 400.

Other potential arguments m ight be based on the fore ign commerce clause or the 
priv ileges and immun it ies clause o f  the federal constitution.

C o n c lu s io n

A  head tax on cruise ship passengers m ight encounter challenges based on several 
provisions o f  the United States constitution, particularly tire commerce clause and 
tonnage clauses.

Senator John Cowdery
March 22, 2002
Page 5
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HOUSE BTLL NO. 207

A  B I L L  

F O R  A N  A C T  E N T I T L E D

1 "A n  A c t re la t in g  to taxes re g a rd in g  ce rta in  c om m e r c ia l  passenger vessels o p e ra t in g  in

2 the state; a nd  p r o v id in g  fo r an effec t ive date ."  .

3 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 :

4 * Sect ion t .  A S  43 is amended by add ing a new  chapter to read:

5 C h a p t e r  52. Exc ise  T a x  on  Passengers T r a v e l i n g  A boa rd

6 a C o m m e r c ia l  Passenger Vessel.

7 Sec. 43.52.010. L e v y  o f  exc ise tax on passengers t r a v e l in g  ab o a rd  a

S c o m m e r c ia l  passenger vessel. There is imposed an excise tax on passengers

9 trave l ing in the mar ine waters o f  the state aboard a commerc ia l passenger vessel that

10 provides overn ight accommodat ions .

11 Sec. 43.52.020. R a te  o f  tax. T h e  tax imposed by this chapter is lev ied  at a

12 rate o f  $ 100 a passenger a voyage.

13 Sec. 43.52.030. L ia b i l i t y  fo r p a ym en t  o f  tax. (a) A  passenger trave l ing in

14 the mar ine  waters o f  the state aboard a commerc ia l passenger vessel that provides

1100207a -1-
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Un ited  States, or a foreign government; or

(C) vessel l icensed under A S  16.05.490 and used in charter 

service for the recreational taking o f  f ish and shellf ish;

(2) "marine waters o f  the state" means the mar ine bays, sounds, rivers, 

in lets, straits, passages, canals, Pac if ic  Ocean, G u l f  o f  A laska, Ber ing Sea, and Arctic 

Ocean  w ith in  the territorial l im its o f  the state, and all other bodies o f  marine water that

are w h o l ly  or partia lly w ith in  the state or are under the ju r isd ic t io n  o f  the state;

(3) "passenger" means a person w ith  w h om  a common carrier has 

contracted for carriage from one place to another.

* Sec. 2. The uncod if ied  law  o f  the State o f  A laska is amended b y  add ing a new  section to 
read:

T R A N S IT IO N :  R E G U L A T IO N S .  Notw iths tand ing  sec. 4 o f  this Act, the

Department o f  R evenue may proceed to adopt regulations to im p lem ent sec. 1 o f  this Act. 

'\ he regulations take effect under AS  44.62 (Adm in istrat ive Procedure Act), but not before the 

effective date o f  sec. 1 o f  this Act.

* Sec. 3. Section 2 o f  this A c t  takes effect immed ia te ly .

* See. 4. Section 1 o f  this A c t  takes effect January 1,2004.

11110207:1 -3 -
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SU B JECT; Cruise Ship Head Tax

TO: Representative Ramona Barnes

FRO M : Pamela Fm l 
Revisor o f  S

You have asked whether there are legal problems with adding a cruise ship head tax like that 
in CSS3 308(FIN) to WB 3002.

Single S u b jec t
HB 3002 addresses publia employee compensation and benefits. The . nly conceivable link 
between H B 3002 and c ciuiso ship head tax would bo "public finance," bu t thus m ay be loo 
broad to be upheld. Sfi£ Harbor y,.T>enkmejian, 742 P.2d 1290 (Calif. L987). O f course, die 
Senate could decide to introduce and pass the "head fax" bill as separate legislation.

C onstitu tional Issues
The tax in CSSB 308(FIN) may be subject to constitutional challenges. In particular, I think 
it might engender challenges based on (he commerce and tonnage clauses o f  the Constitution 
o f  tho U nited States,

C om m erce C lause
When the flam ers wrote the federal constitution, they were very concerned abou t removing 
barriers to free trade between the stales. This concern w as addressed m  th e  Commerce 
Clause in Article I, section 8 o fthe  Ccmsfa'tiition o f  the United Stales. The com m erce clause 
expressly perm its Congicts to regulate commerce among the several stales. I t has also been 
interpreted to include a "negative com m and, known as the dorm ant com m erce Clause, 
prohibiting certain stale taxation evep where Congress has failed to legislate on  the suh/cct." 
Oklahom a T ax C ommission v T cfTcrson Tines, Inc., 514 U.S. 175. 179. (1995).

The Supreme Court has developed a four-part test ib r determining tho validity o f  a tiix un.ier 
the federal com m cice cUuso:

(1) whether the activity taxed has a sufficieat nexus w ith the taxing state;
(2) whether the tax is fairly related to benefits provided by the state to  the taxpayer;
(3) whether the tax is fairly apportioned to local activities; and
(4) whether it discrim inates against interstate commerce.
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Sjoii&X-Slatc. D cpartm ofllfllR ^am c, 622 P.2d 967.973 (Alaska 1981), citing Compirjf. 
A uis Transit, Inc., v..Brady, 4 3 0 U.S. 274, 279 (1977).1'

The first prong: of the Complete Autn, deals with "nexus," or tlio quantity tend quality o f  
connections between the taxing slate and the aotivity being taxed. Tho activity  taxed by a 
bed tax w ould b e either the provision o f accommodations, or the privilege o f  renting Or Using 
accommodations, depending on how the tax was structured- In  either case, the many 
interactions between au isc  ships and coastal communities in  Alaska w ould be sufficient to 
satisfy the first prong of the Complete Anrn test. Cruise ships and fferries provide overnight 
accom m odations in part to enable passengers to enjoy the goods, services, and attractions 
available on shore in Alackan communities. Cruise ships and ferries dock in Alaska ports, 
purchase goods and services from local vendors, and cruise ships sell on-shore tours ana 
other services to disembarking passengers. Other state taxes involving vessels have easily 
met this prong o f  the Cflmplc‘fiA n '1! tost by virtue ofless extensive contacts w ith shnre. See 
Sjang v. Stats. Department n.f Rsvcrm.fi, 622 P.2d 967, 970-971 (A laska 19S1); H an le y  
Mmns_xJriicrkCs 474 S.E.2d 599. 608-609 (V/. V jl 1996).

The second prong, requiring A fair relationship to benefits provided by  the state to the 
taxpayer, is also easily met. This rdlatiooship need not be especially close. According to the 
United States Supreme Court,

I f  the event is taxable, the proceeds from the tax m ay ordinarily b e  used  for 
purposes unrelated to the taxable ev en t ... The bus term inal m ay n o t catch 
fire during die sale, and no robbery m ay be foiled while the buyer is getting 
h is ticket, bat police and fire protection, along with the usual and  usually 
forgotten  advantages conferred by the State's m aintenance o f  a  civilized 
society, are justifications enough for the im position o f a tax.

f iklahnm a Ta x . Cnmmisrion v  Irffargnn T .in ^  514 U.S. at 199-200 (upholding an 
O klahom a sales tax on the full price o f  bua tickets, including tickets fo r travel between 
states).1' See afso Hartley M arine v. Minrkc, 474 SJR 2d nt 610 ("Thoro ahnply is no 
requirem ent that the tax; imposed result in  a direct m d  attributable benefit to a taxpayer.")

U 3 / U 2 / U 1  1 0 '.0 1  FAX 2 0 8  284 S 3 3 2

u Although this is an older chso, the four-part test it describes in still good law. See 
for example Q klxhqrailkx_Commisg(m v. JefTarson Linen, Inc., 514 U .S. 175, 183 (19951. 
Sometim es courts first analyze whether a  law  treats in-stato and out-of-statc interest 
differently, and then moves to the Com plete Auto te r t  S*« T fa /W v. 'H awaii. 42 F .3d 1185, 
1194 (9th Cir. 1994); Hartley M arine Corporation v. MicHrc, 474 S .E .2d 599 , 607 (W.Va, 
1996).

v Similarly, to satisfy the rcquiremetda o f  due process, the relationship does not have 
te be particularly closc-"(a)s long as the services era available, the issue o f  U30gc by the 
taxpayers i3 irrelevant." Keane V . .Local B o undary C om m ission, 893 P .2d 1239, 1248 
(A las l a  1995).
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Cruise ships and disembarking fenry and cruise ship passengers use many sendees prodded 
by state and local government For purposes o f the commerce clause, it is not necessary that 
each vessel or passenger actually need or use each service in order to ju stify  the tax.

The apportionm ent prong o f  the Complete Auto test is intended to ensure that "each State 
texes only  its fair share c f  an interstate transaction." Id. at 184, quoting G aM hag-vJiw cct, 
4SS U.S. 252 (1989). Although there may be some question about how  to apportion nigbrs 
spent in transit between Canada and Alaska, assuming there is an equivalent Canadian bed 
tax, there should be no apportionment problem i f  the tax is calculated based on nights spent 
on A laska waters.

T he final commerce clause test d em en tis  whether the tax discrim inates against interstate 
commerce. This pnem g o f  the Complete Anfn test, according to the Alaska Supreme Court, 
means that a  state cannot impose a tax which discriminates against interstate commerce by 
providing a direct commercial advantage to local businesses relative to interstate busicess 
S in u s V.-Department o f Revenue, 622 P.2d 967, 973 (Alaska 1981). The coverage of the 
proposed tax (which does not affect aon-commcrcial vessels, or vessels w ith fewer than 50 
berths) is very  similar to that o f  Juneau's cruise ship head tax o rd in a n c e . John Corso, the 
City A ttorney for the City andBorough, has expressed, concern that the cruise industry wall 
challenge the city’s ordinance based oa this prong o f  the Com plete Auto test. M emo from 
John R. Corso to the Mayor and Assembly, dared  July 22, 1999. M r. Corso opined that the 
Juneau  head  tax "would have a m uch better chance o f  surviving a  discrimination, claim” 
w ithout those exemptions. Id, page 4. That point is w orth considering in regards to the 
proposed tax.

T h e  T on nag e  Clause
The tonnage olauso is a  relative o f  tha commerce clause; it too is concerned with ensuring 
the tree  flow  o f  commerce between statec. It prohibits a  state from  laying "any Duty o f  
T onnage” w ithout the concent o f  Congress. The term  "tonnage" orig inally  referred to the 
internal capacity o f  a vessel. Clyde, Mallory Linns v. Alabama ex rel Slate D ocks. 296 U.S. 
261, 265 (1935). However, thopbmse has been interpreted m ore expansively to Include “all 
taxes and duties regardless o f their name o r form, and even though not measured by the 
tonnage o f  the Yeas cl, which operate to.impose a charge for the  priv ilege o f entering, trading 
in, or lying in  a  p o rt"  Id. The danse prohibits "reliance on  tonnage duties to raise general 
revenues, to  regulate trade, or to charge for the privilege o f  entering, lying in. or trading in

101S, 1023 (5th Cir. 1989).

T he c lause  perm its states to  charge for scrviocs rendered to a  vessel, such as pilotage, 
7/harfxge, use  o f  locks on a navigable river, or policing o f  a hm bor, C lyduA fclln iy lincs, 
296 U .S. at 265, o r for ensuring the availability o f  a service, ruch  as fire fighting, even 
though n o t every vessel will actually need the service. Ptaqnomines, S74 F .2d at 1023.
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The first question to esk in a tonnage clause Analysis is w hether the tax in  question fits into 
the tonnage clause frameivork—whether it might reasonably be const Jed as a charge for the 
privilege o f  entering, trading in, or lying in a port.

West V irginia recently considered this issue in Hartley M arine Corporation vJM ieric . 474 
S.B.2d 599 (W.Va. 1996). The statute challenged in (hat case taxed the use or consumption 
by "motor carriers"-including buses, trucks, and aircraft as well as barges and watercraft—o f  
fuel pur chased outside the state. IdL at 672. The court held:

Appellants urge this Court to view the use tax a t issue as a charge for 
navigation o f  tho rivers in violation o f  the Duty o f  Tonnage Clause. I f  this 
use tax wero solely imposed for fuel consumption on the waters o f  this state,
Appellants' arguments would bo more convincing. The use tax. at issuo, 
however, is not a prohibited toll on the use o f  this state's navigable 
waterways, but an excise tax on the use o f fuel which is imposed on all m otor 
enrrierc operating within this state, including, buses, trucks, trains, and 
■aircraft.

Id  at 612. Because the (ax did not fall exclusively on users o f  the state's waterway j the 
court did no: &00 it os a tonnago tax.

The arc im posed in CSSB 30S(HN) is distinguishable from tho tax in  (ho W est Virginia cass, 
however, because it affects commercial passenger vassals exclusively (not vessels und buses 
and airmail, like the West Virginia. tax). That makes it more likely that a court will entertain 
a tonnage clause argumenL

H aw aii im poses fees for anchoring and mooring in stale harbors. In Barber v. H aw aii, 42 
F .3d 1185 (9th Cir. 1994), the plaintiffs argued that utoorm g and anchorage fees collected 
by the state w ero a  duty on tonnage that violated the federal tonnage clause. The plaintiffs 
conocded that under the Clyde M allqry case, a state was permitted to charge reasonable fees 
fo r services rendered. T hey apparently also conceded that provision o f  restroom  facilities, 
parking, crash disposal and security services -would be Kuffieient to satisfy the requirem ents 
o f  the C lyde .Mnllory case. The plaintiffs then tried to w gua that because the services 
provided w ere open to the public end nolpro  vidM specifically for those paying the fe*s, that 
th e  state w as effectively not providing thoss services. 'T h e  court rejected this argument 
finding th a t H aw aii in fact provided services in exchange for lhft m ooring and anchorage 
fees, and that th e  fees were not a duty on tonnage. B arbery . Hawaii, 42 F .3d  at 1196.

Tho plaintiffs in Bather V..Hawaii apparently did not argue the tonnage clause issue very 
well, and the court's discussion o f  the clauso is cursory. However, the case uphold the fees 
in  question Tn contrast, a recent Rhodo Island cosa hold that a registration fee on all boats 
operated in  Rhodo Island waters for more than 90 days was an unconstitutional tonnage tax, 
because the revenues from the f te  would not necessarily be used for services benefitting 
boaters. S ta tc .v . Tumhaugb, 705 A.2d 330 (R.I. 1991).
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The Rhode Island statute provided that tire proceeds from the registration fee, subject to 
approval o f the General Assembly, should be allocated to fund expenses o f the department 
o f  environmental management, harbor maintenance, boating unfety and other boating related 
programs. Id. at 532. The court wpotc;

[IJt should bo noted that any funds collected under the provisions o f  thin 
chapter wero requirod to be allocated, distributed, and used subject lo the 
approval o f  the General Assembly. Thus this alleged restricted receipt 
account was entirely subject to being used as a gcnerai-reveauc measure and 
not m erely for the purpose o f providing services to boats, boaters, and 
navigational improvements.

The court rejected the state's argument that the registration foe was merely a property tax, 
and iuctond concluded that it was "a classic form o f  tonnage tax specifically prohibited by 
the Constitution o f  the United States.'' Id  at 533.

Onlike the Ninth Circuit case cited above, the R hode Island case would no t be binding 
precedent on a federal district court iu Alaska. Neither the Ninth Circuit case nor tire Rhode 
Island case w ould be binding on tin Alaska stale court, but a  state court m ight regard such 
authorities as persuasive. The Rhode Island decision certainly demonstrates that ihe tonnage 
clause is not a  dead letter, and in light o f  the Rhodo Island decision, caution v  ould certainly 
be  in order in im posing any .fee or tax on cxoJusive'y on vessels, unless the proceeds were 
used to p ro v id e  services to vessels, A bed tax  that wax im posed on beds on land as w e ll: 
beds in ships w ould probably avoid tonnage clause problem s.

O t h e r  P o ten tia l C onstitu tional Issues
There are n num ber o f other constitutional provi ions frequently used to challenge tax 
statutes which m ight be raised in  an attack .on the p. -oposcd tax.

I f  a IPX can survive scrutiny under the second prong o f  the Complr.tr Auto lest and is at least 
m inim ally rational, it can probably survive a  due process ahaUongo as well. 55se Keane v, 
JLouaJ BniirulsryXdmroririnn. 893 P_2d 1239,1248 (Alaska 1995) ("As long as services arc. 
available, thois9UC o f  usage by the taxpayer is irrelevant.’’); Katynailaiuf Inc v. Lake And 
I -enimuilaJ3.0XQUghr P .2d 397 ,402  (Alaska 1995)-

Equal protection is another potential issue. Alaska uses a sliding scale equal protection test, 
but the interests involved in  taxation fall al the low  end o f  tha scale and are reviewed under 
"relaxed scrutiny." Id. at 401, n. 6. Tho federal equal protection clause requires only that 
the tax be "rationally related to a legitknnto governmental in terest." Id. a t 401. As the 
Alaska Supreme C ourt observed, "[t] w cs arc rrro ly  found to be without a rational basis "
Id  at 400.

I g )  1 ) 1 . 1  ( j  /  U U 7  
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Other potential arguments might be based on the foreign com m erce clause or the privileges 
and immunities clause o f  the fedcm! constitution.
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Couclnsioa

Putting a cruise ship head tax in  HB  3002 would raise serious tringlc subject questions. In
addition, a tax like that in CSSB 308(F1N) m ight encounter challenges based on  several
provisions o f the United States constitution, particularly the commerce clause and tonnage 
clauses.
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A  B I L L  

F O R  A N  A C T  E N T I T L E D  

" A n  A c t  r e q u i r i n g  tha t h ea lth  ca re  in su re rs  offer in s u ra n c e  co ve rage  fo r well-baby 

exams."

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. AS  21.42 is amended by  add ing  a new  section to read:

Sec. 21.42.351. C o v e ra g e  for we l l-baby exams, (a) A  hea lth care insurer that 

offers health care insurance that covers a dependent o f  a covered ind iv id u a l shall, 

i n i t i a l l y  and at each renewal, offer coverage for the cost o f  well-baby exams. The 

coverage  required to be offered b y  this section is subject to standard p o l i c y  provisions 

a p p l ic a b le  to other benefits, in c lu d in g  deduct ib le or copayment prov is ions .

(b) In this section,

( 1) "health care insurer" has the m ean ing  g iven  in AS  2 1.54.500;

(2) "health care professional" means a health a ide, phys ic ian , nurse, 

and  phys ic ia n  assistant, but does not in c lude  a practit ioner o f  re l ig ious  healing;

(3) "well-baby exam" means

-1-
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(A) a pe r iod ic  phys ica l exam ina t ion  by a qua lif ied  health care 

professional o f  a baby dur ing  the first 24 months o f l i f c  in  w h ich  in formation is 

co llected on matters in c lu d in g  normal deve lopment , growth rate, hearing, 

v is ion , language skil ls , motor deve lopment, d iet, general care, preventative 

health care, immun iza t ions , and infectious diseases; and

(B) consultat ion between the health care professional and a

parent.
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You ask ed  about health insurance co v e rag e  for "well-clnld" exam inations.  Specifically, you 
w anted the  following information:

•  The num ber  of s ta te s  that require insurance com pan ies  to provide co v e ra g e  for well-child 
exam s;

• Provisions of th o se  requirements, including the num ber  and  frequency of e x a m s  required
to b e  covered  and  the  obligations, if any, that such laws p lace  upon the  insured;

• R e sea rch  showing the health impacts of well-child examinations; and

• Potential impacts to Alaska of requiring coverage  of well-child e x a m s  including benefits,
negative co n s e q u e n c e s ,  and  impacts on the uninsured.

S u m m a r y

Since being incorporated into the  U.S. health sys tem  in the  1930s, routine pediatric health 
supervision—commonly known a s  "well-child" ca re  or v. all-child e x a m s— h a s  b ec o m e  a 
cornerstone of the  nation 's  preventive hea lthcare . '  At least twenty-one s ta te s  require commercial 
insurance com pan ies  to cover  so m e  level of well-child care; however, am ong  th e se  s ta te s  the 
health se rv ices  and  the  num ber  of e x a m s  that m ust be  covered vary widely.

Despite the  efforts of governm ent ag e n c ie s  and  others in recen t years ,  high quality clinical 
resea rch  into the effec tiveness  of well-child e x a m s  is relatively scarce .  This c i rcum stance crea te s  
difficulties for hea lthcare  providers, policy-makers, and  paren ts  w hen  weighing the cos ts  and 
benefits of providing or funding well-child care. Clearly, for certain population g roups— in 
particular children of low-income families, who are  m ost likely to suffer from chronic illness— 
certain a s p e c ts  of well-child exam s a p p e a r  highly beneficial. Beyond immunizations, however, 
the battery of well-child serv ices  su g g e s te d  in the schedu le s  re c o m m e n d e d  by groups like tne 
American A cadem y of Pediatrics (AAP), w hen  delivered to heaithy children, m ay incur costs  
unnecessarily  and  further strain an  already burdened  hea lthcare  system.

Two things a re  true of nearly all s ta te  insurance m anda te s :  they provide inc reased  a c c e s s  to 
services  an d  protection to consum ers ,  and  they raise premium costs.  T he  question  with regard  to 
mandating well-child co v e rag e  in Alaska, then, is a s  follows; would the  benelits gained  by 
expanding preventive se rv ices  outweigh potential in c re ase s  in insu rance  premiums and  the 
asso c ia te d  possib le  loss of c o v e rag e?  Unfortunately, with the d a ta  available to us, w e  cannot 
conclusively an sw e r  this question. T here  exists wide c o n s e n s u s  that certain preventive 
interventions improve health ou tcom es while remaining cost-effective—particularly w hen those  
services a re  ta rge ted  to population g ioups  at inc reased  risk for chronic il lnesses With the limited 
data a v a  table to us. however, it is not possible  to determ ine the overall impact of m andating all 
well-child c a re  services  rec o m m en d e d  by the  AAP and  o thers

' In this repoit Iho loima "well cfuM' and Well baby" exams or cate .iiu used Interchangeably. Significant variation 
exists ,n nit. composition of mese exams among vanous junsdicttons and healthcare providers, in general, the visits 
include a mi tun: of health interventions delivered hy a pediatrician or oilier lieullhcnre provider according lo a specified 
schedule throughout childhood. Thu interventions most commonly Includo behavioral counseling (sleep positioning, 
violence provonlion, e tc ). Health screening (testing for iron deficiency, vision impairment, e tc), and duilveiy of prophylaxis 
(Immunization, vitamin supplementation, elc )
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It is c lea r  that m andating commercial insu rance  com pan ies  to cover  well-child ca re  would directly 
result in inc reased  preventive ca re  for only a  portion of the  s ta te 's  children. About 47  percent of 
Alaskan children either receive public insurance benefits,  which include a c c e s s  to robust well- 
child care,  or are  uninsured. The remaining 53 percen t receive em ployer-based  or som e other 
form of private insurance. Although this is the type of insurance that a  m a n d a te  would impact, a 
majority of such  plans m ay already cover so m e a s p e c ts  of well-child ca re  (most often 
immunization and  physical exam s, at a minimum). With the da ta  to which w e  have a c ce ss ,  it is 
not possib le to determ ine the  num ber  of children who would receive a c c e s s  to "new benefits” 
through a  well-child mandate ."

Denali KidCare, A laska 's  combination Medicaid and  S ta te  Children’s  Health Insurance (SCHIP) 
program, provides a c c e s s  to com prehensive  well-child benefits for low-income children a s  
required by the  federally m a n d a te d  Early and Periodic Screening, Diagnosis, and  Treatment 
program (EPSDT). The serv ices  in this program are  generally m ore com prehensive  than those 
provided by private insurers, yet resea rch  h a s  shown that Medicaid's c o v e rag e  of children is. on 
ave rage ,  less  expensive  than private coverage. However, like m any  other sta tes ,  Alaska 
s truggles  to enroll all of its e'-gible children. Particularly t roublesom e is that da ta  from the U.S. 
C e n s u s  Bureau show  that the  very young children (ag e s  0-5 years) of the  lowest income families 
(under 100 percen t of the  federal poverty threshold) a re  a lso  the least likely to be  enrolled. 
Although the federal governm ent is now requiring that s ta te s  in c re ase  efforts to m e e t  an 80 
percen t participation threshold, enrollment is not the sole  issue. Of the  A laska children who are 
enrolled in Denali KidCare, only about half receive the well-child e x a m s  to which they are  entitled. 
This lack of utilization is likely the result of a num ber of factors, including lack of a c c e s s  to 
hea lthcare  providers and  p aren ts  being unaw are  of available benefits. The combination of under- 
enrcllment and  low utilization of benefits m e a n s  that there  a re  th o u san d s  of A laska children who 
currer* '/  qualify for well-child benefits, but do  not receive those  services.

O ther s ta te s  a p p e a r  to h av e  successfully increased  delivery of well-child services  by combining 
public insurance with private co v e rag e  of cost-effective services that h ave  shown to improve 
health ou tcom es .  Five of  the sev en  s ta te s  that currently exceed  the federal goal of enrolling 80 
percen t of eligible children for EPSD T benefits have  ex p a n d ed  both initial eligibility requirements 
for public insurance (at leas t  200  percen t of federal poverty guidelines) and  m a n d a te s  for 
com mercial well-child coverage.

R e g ard le ss  of the  s tra teg ies  pursued, w hen  considering m andating c o v e rag e  of we!l-child care, 
Alaska-specific actuarial an a ly se s  of the cost-effectiveness of delivering individual preventive 
se rv ices  to specific population groups m ay be  the bes t  m e a n s  of determining Which benefits 
would b e s t  se rv e  the  s la te ’s  children.

■’ Tho number of children who would receive now beriehts depends largely on two factors as follows Iho cervices lo 
which rhiidicn currently have access, which wo cannot determine largely duu to coniideiilinMy provisions ol insur in'o 
ran.ers and stale regulators, and ihe specific nundalos that may ho enacted in law
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P r i v a t e  In s u r a n c e  C o v e r a g e  o f  W e l l - C h i l d  E x a m s  i n  t h e  S t a t e s

At least twenty-one s ta te s  require private health in surance  p lans  to include coverage  of vvell-child 
e x a m s  b a s e d  on the “R ecom m enda tions  for Preventive Pediatric Healthcare," or “periodicity 
schedule," published by the American A cadem y of Pediatrics (AAP).3 Few of th e se  s tates, 
however, require c o v e rag e  of all of the  p rocedures  in the  com plete  periodicity table. Indeed, 
s ta te s  vary widely in the  num ber  and types  of p rocedu res  covered,  the y ea rs  for which coverage  
is required, and  w h e th e r  the e x a m s  are  exem pt from deductible, co-pay, and  co insurance 
charges .  For instance. New York requires very broad co v e ra g e  of the AAP recom m enda tions  
from birth to a g e  twenty and  exem pts  the co s ts  for th o se  e x a m s  from deductib les and  
coinsurance .  By contrast,  M ontana requires co v e rag e  only through a g e  three and  allows 
com pan ies  to ch a rg e  a  co-pay and  co insurance for related e x a m s  and  t rea tm en ts .4

Olher than deductibles,  co-pays, and  co insurance ,  w e located no  requirem ents  of or obligations 
placed upon the  insured a s  a result of lav/s requiring co v e ra g e  of well-child exam s. Specifically, 
w e  found no requirem ent that insured paren ts  m ake  u se  of well-child benefits.

R e s e a r c h  o n  W e l l - C h i l d  E x a m s

A ssess ing  the  overall effectiveness  of well-child e x a m s  is com plicated by a  num ber  factors. First, 
w e  w ere  unab le  to locate  high quality ev idence-based  s tud ies  of the impact of the e x a m s  a s  
whole— that is, the specific combination of screening, preventive treatment, and  counseling that 
a re  generally included in th e s e  exam s. Indeed, with the  notable exception of childhood 
immunizations, rigorous re se a rch  des igns  such a s  random ized  clinical trials have  rarely b ee n  
applied to individual c o m p o i . ’ nts of the exam s,  m uch  le ss  for the  well-child regimen a s  a whole. 
S econd , e v e n  w here  a particular service can  be  shown to provide benefits, th o se  benefits may 
not justify the  co s ts  for delivering that serv ice to all children.

The E vidence Ba se

The U.S. D epartm enl of Health and  Hum an Service es tab l ished  the  U.S. Preventive S en /ices  
Task F orce  (U SPSTF) in 1964 to give health ca re  professiona ls  advice aoout which forms of 
preventive c a r e  should  be  routinely offered to patients  w ho exhibit no sym ptom s of illness.5 In 
Order to b e  re c o m m e n d e d  by the  USPSTF, a given service  m us t  first undergo  rigorous, impartial

’ Those stales are Arkansas, California, Colorado. Connecticut, Florida, Georgia. I lav/an, Iowa, Mainland, 
Massachusetts, Minnesota, Missouri, Montana. New Mexico. Now Yoik. Ohio. Oklahoma. Rhode Island, Texas. Virginia, 
and Wiscons n Additional slates require c&verago of individual procedures- metabolic testing and hearing screening, (or 
example—but do no! compel coverage nt Ihe comprehensive exams recommended by Ihe AAP We include a copy of tho 
AAP periodicity table as Attachment A

‘ We include .1 table prepared by the AAP, which prov.des details on stales' requirements for coverage of well child 
exams, as Attachment B Jody Ruskamp llatc. Senior Policy Specialist, National Conference ol Slain Legislatures, (303) 
856-1521, provided this table According lo Ms Rusknmp-Hritz, most laws requiting coverage of well-ctuld exams wore 
enacted due to ihe advocacy ol iho AAP far tho "Child Health Insurance Reform Flan'' (CHIRR).

* Extensive information about the USP3TF and its recommendations nro available online at 
littp./Aw.v.dhrq QOv7c.linic7cp33cllx htnntpepijtric
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a s s e s s m e n ts  of the scientific ev idence  of its effectiveness. S ince  its inception, the Task Force 
h a s  been  widely viewed a s  the  “gold standard '' for definitevly establish ing the importance of 
including prevention in primary health care; however, due  to the very high s tan d ard s  of evidence 
required, relatively few serv ices  have  received the recom m endation  of U S P S T F  for delivery to 
asym ptom atic  children who are  at av e rag e  risk for illness. Table 1 co m p ares  the 
recom m enda tions  of the U SP S T F  to those  of the ■‘well-child" periodicity s c h e d u le  of the AAP for a 
child of twelve months."

n Cleaily, bolli the AAP and tho USPSTF promote Iho value of preventive medicine, and the variations among their 
recommendations may not relied disagreements between Ihe two groups, but rather result from Ihe organizations' 
dilfenng missions and methods. The USPSTF Is widely recognized as having among Ihe most stringent evidence-based 
standards in reviewing preventive health services prior lo recommending (hose services be administered widely. By 
contra:,I, allhough Ihe AAP supports its recommendations with some degree ot clinical evidence, Ihe organization uses an 
’expert consensus" method. In addition, the AAP may be inoio concerned with establishing a "continuum of cart:" lot 
Individual patients through frequent and comprehensive exams than wilh absolute clinical certainly of the value ol a 
service lo Ihe entire population.
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T a b le  1: C o m p a r i s o n  o f  U S P S T F  a n d  A A P  P r e v e n t i v e  S e r v i c e s  
R e c o m m e n d a t i o n s  fo r a C h i l d  o f  T w e l v e  M o n t h s

AAP U SPSTF

S o rv ic o ' P a t ie n t  R isk  Factors"’

A v e ra g e I n c r e a s e d A v erag e In c r e a s e d

Anem ia (iron deficiency) Screening X 1 B
Developmental/Behavioral A ss e s s m e n t X
Hearing S creen ing X I3
Hereditary/Metabolic Screen ing X Currently being updated
Hip Displaysia S creen ing 1
Immunization X XJ
Injury Prevention X
Lend S creen ing X D 1
Nutrition C ounse ling5 X
Oral Fluoride Supplem enta tion B
Physical Activity Counseling 1
Skin C a n c e r  Counseling 1
Tuberculin T es t X
Urinalysis X
Violence Prevention X 1
Vision S creen ing X B

Logond: American Academy of Pediatrics (AAF): X - Recommended; U.S. Preventive Services Task Force 
(USPSTF) "grading" system: A - Strongly recommended, B - Recommended; C - No recommendation; 0 • Not 
recommended; I - Insufficient evidence to make determination
Notos: The AAP and the USPSTF both promote the value of preventive medicine. Differences among their 
recommendations may not reflect disagreements between Ihe two groups, but rather may result from the 
organizations' differing missions and methods, The USPSTF is widely recognized as having among the most 
stringent standards in reviewing preventive health services prior to recommending those seivicos be administered 
widely By contrast, the AAP may be more concerned with establishing a "continuum of care" for individual patients 
through frequent and comprehensive exams.
1) These are (he services that one or both of the groups recommend for asymptomatic children at age t (twelve 
months). A blank space in Ilia AAP columns indicates this service was not included in Ihe group's schedule of 
preventive services. A blank in the USPSTF columns indicates that the task force has nut issued an opinion on tho 
service Recommended services vary by age for both organizations.
2) Each organization publishes gu dance regarding increased risk factors for children of various ages. For instance, 
the USPSTF considers status as a recent immigrant arid low birth weicght and premature birth to be risk factors (or 
anemia
3) The USPSTF does, however, recommend hearing screening at b/rih
a) Although it issues no immunization recommendations, Ihe USPSTF endorses the joint recommendation of the 
AAP and the Centers for D.sease Control, which is widely accepted as the official immunization schedule of the U.S. 
5) The USPSTF recognizes the importance of mention and has reviewed data on the health risks of obesity in 
children; however, Hus is an example of a service for which there is insufficient evidence showing the positive and 
negative results of counseling. As a result, the organization has not issued a recommendation for nutritional 
counseling and has found insufficient evidence ("I ") for obesity screening in children aged G and older.
Sourcos: American Academy of Pediatrics, Committee on Practice and Ambulatory Medicine, online at
h itixJ/aatim rfu ’U c u u 'n n lA iillliilL 'r.aA n tn rc~ .T a^L-Llnfrru-

Tho diffe rences be tw een  the  recom m endations of the  U S P S T F  and  (he AAP a re  illustrative of the 
environm ent of confusing and  often conflicting information in which healthcare providers, 
policymakers, and  otners  a re  operating with regard  to well-child ex a m s .  A group of resea rche rs
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wno reviewed num erous  studies in an  at tem pt to a s s e s s  the value an d  efficacy of well-child 
e x a m s  found that

taken together, the literature evaluating the effectiveness of well-child c a re  is 
p e rh ap s  m ore rem arkable  for its limitations that for its findings.7

T h o se  w ords were  written in 1989. Despite the efforts of the U S P S T F  and  o thers  in the 
intervening years, it d o e s  not a p p e a r  that the  situation h a s  improved significantly.

A 2004 6tudy that reviewed the well-child recom m enda tions  of s e v e n  major North American 
health organizations found hund reds  of discre te  recom m endations ,  and  forty-two se p a ra te  
preventive interventions for children that w ere  variously rec o m m en d e d  by two or  m ore of the 
organizations s tudied .8 Despite the  d o z e n s  of recom m ended  services ,  the  re se a rc h e rs  reported 
that they found “limited direct evidence" to support the recom m endations .  Although delivering 
preventive services , even  in the a b s e n c e  of clinical d a ta  m ay  a p p e a r  benign, p e rh a p s  even  wise, 
th e se  re se a rc h e rs  concluded otherwise, a s  follows;

B e c a u se  a large num ber  of interventions a re  routinely rec o m m en d e d  and  often 
m a nda ted  and  b e c a u s e  the  implementation of any recom m endation  may c a u s «  
harm (including the d isp lacem ent of other beneficial activities), th e se  
recom m enda tions  should be  b a s e d  on the s tronges t  possib le evidence. W hen 
recom m enda tions  a re  m ade ,  supporting ev idence shca ld  b e  clearly s ta ted .0

G overnm ents  a t  all levels m ay have  to take more active roles in developing the ev idence  b a s e  for 
well-child exam s. In the meantim e, however, s c a rc e  data, and  the d isc repanc ies  in 
recom m enda tions  from well-respected organizations, require that hea lthcare  providers, policy­
m akers ,  an d  p aren ts  m ake  often difficult decisions in prioritizing limited hea lthcare  resources .

W e i g h i n g  C o s t s  a n d  B e n e f i t s

Critically d iscussing  the cos ts  of well-child e x a m s  in public a r e n a s  is often challenging b e c a u s e  if 
a given service  h a s  a  c h a n ce  of improving the health of children it is difficult to deny that service, 
even  w here  ev idence  of its efficacy is relatively weak. N onethe less ,  in an  a g e  of rapidly 
increasing hea lthcare  cos ts  and  in tense  competition for hea lthcare  dollars, policy-makers and 
o the rs  m ay h ave  little choice but to prioritize se rv ices  according to their cos ts  an d  benefits in 
relation to o ther  services . This is particularly true in light of the fact that governm ental well-child 
policies impact not only those  who a re  covered  by Medicaid an d  other public health program s, but 
also  Ihe insurance com pan ies  that a re  "m andated" to provide co v e ra g e  of well-baby visits in 
nearly half of the s ta te s  and, ultimately the co n su m er  w ho may b ea r  in c re ase d  cos ts  in a  num ber  
of w ays.  M o y o ran d  Butler em p h as ized  this point in the following d isc u ss io n ; '0

' Judith L  Wagner. Roger C Herdinun, .met David VV Alberts, ' Well-Child Core' How Much is Enough?'' Hea'lti 
/Vfairs. Vol 8. No. 3; Foil 108!). Wo include a copy ul this article as Attachment C

’ Virginia A Moyer, M.D , M,P H , and Margate! Duller, B A , 'Gaps in the Evidence la  Well-Child Cans. A 
Challenge to Our Profession.' Podiolr.es, Vol 114, No 0; Dec 2004 We • Judo a copy ol tins aiticle as Attachment D

’ Moyor and Butler, p 1511.

'*Moyorand Butler, pp. 151G-1S17.
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The cos ts  and  potential ad v e rse  effects of the rec o m m en d e d  a s p e c t s  of well-child 
ca re  have not b ee n  eva lua ted  adequately. C o s ts  include not only the direct cos ts  
of physician and  staff time, laboratory costs,  and  cos ts  of a g e n ts  u se d  in 
prophylaxis but also cos ts  to parents,  such a s  time lost from work an d  cos ts  of 
transportation.

A s the authors  say, th e se  cos ts  bec o m e  increasingly bu rd en so m e  if they canno t be  justified by 
the  benefits produced, particularly in light of the inc reased  d e m a n d s  the  e x a m s  place on the 
hea lthcare  system;

W hen ineffective or le ss  effective interventions d isplace m ore  effective 
interventions, children are  deprived of the m ore  effective interventions. Although 
time per [healthcare] visit h a s  inc ieased , the av e rag e  rem ains [approximately] 15 
minutes . . .  it would require 7 to 8 hours p e r  working day for a  primary ca re  
physician lo provide the preventive services  rec o m m en d e d  by the USPSTF. 
making it unfeasible to provide even  this limited list of preventive se rv ices  within 
the current structure of practice.

M e a s u r e s  o f  C o s t s  a n d  B e n e f i t s ' '

T here a re  a num ber  of w ays in which to weigh cos ts  and  benefits of health  policy, the m ost
com prehensive of which are  quite complex, often requiring ana lysis  by an  actuary specializing in
healthcare. P e rh a p s  the  m ost com m on of th e se  m ethods  a re  variations of "cost analysis," "cost- 
benefit analysis," an d  cost-effectiveness analysis ," which a re  briefly defined a s  follows:

C o s t  a n a ly s i s — calculates the net cos t  of a policy by subtracting the  value of 
illnesses prevented  by the policy from the cos t of implementing that policy (the 
"cost of prevention"). When a  policy has  a  nega tive  cos t— that is, the  value of
illness p revented  is g rea ter  than the cos t of prevention— the intervention is said
to be a  cost-saving policy.

C o s t-b c n o f i t  a n a ly s i s —co m p a re s  the cos t of a policy to im provem ents  in health 
a s  m e asu red  in dollars by subtracting the dollar value of healtn  improvem ents 
from the cost of prevention . '3 Frequently, results of th e s e  a n a ly se s  a re  
e x p re sse d  a s  a  cost-benefit ratio with b e n e f t s  on  top a r d  c o s ts  on the  bottom 
(dollar value of health improvement /  cos t  of prevention). A policy is generally 
viewed a s  worthwhile if the  cost-benefit ratio is g rea te r  than one,  which indicates 
the benefits a re  g rea te r  than the costs.

C o s t - e f f e c t iv e n e s s  a n a ly s i s — allows com parison of health policies by dividing 
the value of the health improvement achieved by the policy by tne  net cos t  of that

" Tho following two suctions arc ai, nnwized from What Policymakers Need lo Kno.v About Cost Effectiveness,* 
Partnership ter Prevention, 2001 Pditneiship (or Prevention identifies itself as a membership organization of businesses 
nonprofit organizations and government ng mcios advancing policies and practices to prevent disease an l improve the 
health of ail Americans. We include this doc 'merit as Attachment E Further information Is available on tho group's 
website at lilip7/prevei>!.cnyconlentArlow/S/20,'

Thu; method of cost-benefit analysis is specific lo healthcare Tl'.e dollar value of health improvements is a 
measure that includes a degree ol subjectivity and, at tunes, controversy In depth discussion of such measures ate 
outside Ihe scope nl this report. Additional information on measuring the economic burden of illness is included in 
Attachment E.
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policy. This calculation c re a te s  a  figure lhat can  rep rese n t  the value of a num ber  
of d es igna ted  outcom es.  For example, the ana lysis  could b e  des igned  to 
c o m p a re  the relative value of deaths averted for two screening p rocedures ,  the 
p e r  year sav ings of th o se  interventions, or the p e r  injection value of several 
vaccines. Therefore, unlike cos t  analysis  and  cost-benefit analysis,  cost- 
e f fec tiveness  analysis  is d es ig n ed  to show  which policies requite fewer 
r e so u rc e s  to ach ieve  health benefits compared to other interventions, but d oes  
not necessarily  indicate w hether  a  policy p roduces  net  savings.

In genera l ,  it a p p e a r s  that cost-benefit an a ly se s  of well-child exam  services, particularly those 
that a r e  not supported  by convincing clinical evidence, provide policymakers with the m ost useful 
information with which to m ake  an  ' 'apples-to-apples '’ com parison  of the relative value of 
interventions.

T h e  C o s t  o f  In s u r a n c e  M a n d a t e s

T here  exists  fairly wide c o n s e n s u s  that governm ental m a n d a te s  that commercial insurance 
policies include co v e rag e  of specific benefits ra ises  the cos t  of insurance  to consum ers .  T here  is 
no c o n s e n s u s ,  however, on the am ount of in c re ase s  such  m a n d a te s  generate .  In 2003, the  U.S. 
G enera l  Accounting Office (GAO) reviewed studies of the cos ts  of s ta te  m a n d a te s .  The GAO 
found w ide variation in published es t im a te s  of inc reases  in prem ium s attributable lo m andates ,  
from a  3 4 p e rc en t  inc rease  in prem ium s in Maryland, to a  study in Virginia that claimed 
m a n d a te s  accoun ted  for nearly thirty percen t of premiums. S o m e  of this variation can  be 
explained  by the fact that the num ber  an d  type of m a n d a te s  varies am ong  the s ta tes .  In addition, 
s o m e  s tud ies  of m a n d a te s  did not cons ider  the fact that many s ta te  m an d a ted  benefits would be 
offered by insu rance  co m p an ie s—either  a s  an  option or a s  a  s ta n d a rd  service— in the a b s e n c e  of 
m a n d a te s ,  In such  c a s e s ,  s ta te  m a n d a te  laws canno t be  said to be  responsible for the full portion 
of the prem ium s that a re  attributable to the service m anda ted .  In s tud ies  that eva lua ted  the 
marginal c o s ts  of m a n d a te s — those  that likely would not b e  offered in the a b s e n c e  of a 
m a n d a te — premium in c re a se s  due  to m a n d a te s  w ere  typically less  than ten p e rc e n t . ,:1

R e s e a r c h  specifically into in c re a se s  in prem ium s due to m andating well-child e x a m s  a p p e a r s  !o 
be  relatively rare. O ne  study by the Council for Affordable Health Insurance claims that well-child 
m a n d a te s  rep resen t o n e  percen t to three percen t of p rem ium s in the s ta te s  that require such 
co ve rage .  This study did not take into account w hether  such  serv ices  would b e  provided ab sen t  
a  m a n d a te ;  neither, however, d o e s  the  s tudy 's  definition of well-child ca re  a p p e a r  to include al' of 
the se n / ic e s  re c o m m e n d e d  by Ihe AAP periodicity tab le .14 O n e  of the primary concerns  wiln 
m a n d a te s  is that they may actually reduce  cove rage  for certain c o n su m ers  by raising premiums 
to the  ex ten t  that individuals or em ployers  a re  forced to reduce  or eliminate coverage .  Although 
p rem iu m s in the s ta te  would likely in c re ase  to so m e  d eg ree ,  in the a b s e n c e  of additional d a ta  we 
a re  u n ab le  to de term ine  w hat impact a  well-child exam  m a n d a te  would likely have  on the level of 
insu ranco  co v e ra g e  in Alaska.

11 Tho GAO report is available online at http /Avmv gao gav/naw it6ms/d031 IH.pcri

" Thu Council for AtforOablo Health Insurance is a research and advocacy group made up of insurance carriers Its
report on mandates u  available online at http ca/i/ org/frxW asp
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Im p a c t s  o f  R e q u ir in g  C o v e r a g e  o f  W e l l - C h il d  E x a m s  in  A l a s k a

In general,  it a p p e a r s  that health insurance "m andates" a r e  both beneficial and  costly to 
consum ers .  M andates  a re  popular b e c a u s e  they provide c o n s u m e rs  g rea te r  a c c e s s  to services , 
particularly preventive services, which commercial insurers m ay not other/rise  cover. This 
ex p an d ed  cove rage  should lead to avoidance or earlier detection of health issues, which may 
p roduce long-term sav ings in health spending  and  increased quality of life. However, opponen ts  
of m a n d a te s  point to s tudies  showing that m andated  benefits in c re a se  c o s ts  to consum ers ,  
forcing em ployers  an d  individuals to reduce  their level of co v e ra g e  or  even  forego insurance 
altogether, resulting in fewer insured  individuals.15 The question  with regard  to mandating well- 
child coverage  in Alaska, then, is a s  follows: w ou ld  tho  b e n e f i t s  g a in e d  by e x p a n d in g  
p rev e n t iv e  s e r v i c e s  o u tw e ig h  p o ten tia l  i n c r e a s e s  in i n s u r a n c e  p r e m iu m s  an d  th e  
a s s o c i a t e d  p o s s i b le  lo s s  o f  c o v e r a g e ?

Unfortunately, with the data  available to us, w e  cannot conclusively a n s w e r  this question. To be 
clear, there exists  wide c o n s e n s u s  that certain preventive se rv ices  improve health oulcom es.  
S o m e  of these  se rv ices  likely prove to be  sound investments for h ea l thcare  dollars b e c a u s e  they 
avert costly trea tm en ts  for chronic illnesses. This is particularly true of se rv ices  targeted  to 
population g roups  who are  at inc reased  risks for certain illnesses. N onethe less ,  with the 
exception of childhood immunization, we find no sou rce  lo s ta te  with certainty that m andating 
commercial insurance co v e rag e  of Ihe combination of se rv ices  s u g g e s te d  by g roups  such  a s  the 
AAP will provide benefits (improved health ou tcom es and  long-term cos t  savings)  tha t will 
outweigh in c re ase s  in premiums an d  the potential loss of health co v e ra g e  for so m e  num ber  of 
residen ts  that m ay result. To a d d r e s s  these  ques tions fully, you  m ay wish to consult an  actuary 
specializing in hea lthcare  policy.

C u r r e n t  W ell- C hild  C o v e r a g e  in A l a s k a

The extent of well-child exam  co v e rag e  for Alaska children currently d e p e n d s  on  several  factors 
including h e a l th c a r e  c o v e r a g e  s t a tu s ,  w h e th e r  p a r e n t s  ta k e  a d v a n t a g e  of  ' h e  well-child  
b e n e f i t s  th a t  a r e  ava ilab le  lo  th e m ,  a n d  family in c o m e  level.  Table 2 sh o w s the s ta tus  and 
type of hea lthcare  cove rage  for A laskans com pared  (o the national a v e r a g e  for children a g e d  0 to 
18 years.

11 We indudu, as Attachment F, Mandated Health Insurance Benefits: Tradeoffs Among Benefits Coverage, and 
Costs?* Cah/omm Health Policy Roundtable (a Kaiser Family Foundation funded organization). July ,!0G2.
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T a b le  2: T y p e  o f  H e a l t h c a r e  C o v e r a g e  o f  C h i l d r e n  A g e d  0-18 in  A la s k a  a n d
th e  U .S . , 2004

T ype  of  C o v e ra g e
A laska United  S t a t e s

Indiv iduals P e rc e n t Ind iv iduals P e r c e n t
E m p lo y e r  96,160 49.3% 43,899.504 56.4%
Indiv idual 7,210 3.7% 3,502,620 4.5%

M edica id  60,210 30.8% 20,470,668 26.3%
O th e r  P u b l ic  13,790 7.1% 1,089,704 1.4%

U n in s u r e d  17,880 9.2% 8,873,304 11.4%
Total 195,240 100.0% 77,836,000 100.0%

Notes: Percent figures do not sum lo 100 percent due lo rounding Alaska's proportion of children covered by "other 
public" insurance exceeds that of Ihe U S. population due in large part lo children covered by Ihe Indian Health Service 
Source: Kaiser Family Foundation, from U S Census data; available online al htlp/Avww.slaieheallhfacls.org.

Our analys is  of the  da ta  in Table 2 indicates that the pool of children w ho would b e  im pacted  by 
m andating  well-baby c o v e rag e  is som ew hat  limited. Well-child benefits a re  currently available lo 
those  co ve red  by Medicaid and  "other public" insurance, which includes the Indian Health 
Service, primarily under  the federally m a n d a te d  Early an d  Periodic S creen ing  D iagnosis and 
T reatm ent program  (EPSDT). (We d iscuss  this program in g rea ter  detail below.) Mandating 
com mercial c o v e ra g e  would provide no new  benefits to the uninsured. Therefore, the remaining 
pool of approxim ately 103,000 children— those  covered by em ployer-based  or individual 
insurance— re p re se n ts  about 53 percen t of all children a g e d  18 or younger. This is not to say, 
however, that 53 percen t of Alaskan children would substantially benefit from m a n d a te d  well-child 
coverage ,  b e c a u s e  a  num ber  of the s la te 's  insurers already provide so m e  level of well-child 
benefits. For instance, P rem era  Blue Cross, which, according to the Departm ent of C om m erce  
Community a n d  Econom ic Development, Division of Insurance, underwrites ab o u t  78  percen t of 
the co m p re h en s iv e  health insu rance  pr'. 'cies in the state, includes immunizations an d  preventive 
office visits in its group p lans .’0 S ucn  coverage  is limited, however, an d  it is unclear  exactly 
which well-child se rv ic es  a re  covered or how m any exam s a re  allowed annually ,’' Nonethe less ,  
it is c lea r  tha t only a  minority of A laska children who currently receive no well-child benefits would 
begin receiving such  benefits w ere  they to be  m andated  by Ihe state. However, the c a re  of 
children w ho currently receive benefits may improve under such  a  m an d a te  a s  a  num ber  of 
s tud ies  h av e  show n  that private preventive coverage  is generally le ss  than com piehensive ,  and 
a re  generally  inferior to those  required under  Medicaid (EPSDT). W e explore this i s sue  further in 
our d iscuss ion  of E P S D T  below

'n Except lor group plans vztli over 200 members, lor which such services ale an optional benefit. Information c n 
Piemera Blue Cross group plans is available online Ihrougn nttu.'Avseevpremera com

ir Insurance tuinparnc-. operating In Alaska are not required lo Unclose details ol policy agreements, except to 
regulators who are required lo keep such information confidential We. therefore, have no means of determining exactly 
how many Alaskans with private insurance .11 • entitled lo well-child bone tils.
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"Up t a k e" o f  W e ll-Ch il d  B e n e f i t s

R e se a rc h  h a s  d em o n s tra te d  that even w hen  well-child benefits  a re  available, m any  paren ts  do 
not take a d v a n ta g e  of them, nor do parents  typically a d h e r e  to r e c o m m en d e d  exam  schedu le s  a s  
their children age .  This is a  c a u s e  for particular concern  with regard  to low-inccme families, 
w h o se  children a r e  m e re  likely to be in poor health, a r e  m ore likely to h ave  specia l healthcare 
nee d s ,  an d  a re  a t  g rea te r  risk for long-term disability than children in families with higher 
incom es In short,  th e se  a re  precisely the children w ho could benefit m ost from well-child 
e x a m s .18 Figure 1 illustrates the  "uptake" of hea lthcare  se rv ices  by low-income children in 2002.

Figure 1: The Use of Healthcare Serv ices by Insurance Status for Low- 
Income Children in the U .S ., 2002

Olid or Moro Wall-Child Visits 
Uninsured

  i
Ona or Moro Doctor Visits
Uninsured S7*.i^

.  -  . . . * .

jui'SJd— -----!---- :---------- ± —  I
WocJcaid;'! H3
O iw  o l  M o r o  D o n u t  V is i t s
Uninsured

cor. 30

Sourco; Chflsllno PrnvOStPeletS, TPSOT: Medicaid's Critical Cut Cantroveri.i.11 
Benefits Progum for Cti iilron.* Health Pol.cy Toruni Issue Brief No 810 
NovcmDor 20. 2000.

" Ctviitiiie f’tovns! iVreri. CFSDT f.Vu. .mi •. 'uii. I Put CcniUG.ei-ii.il Benniits Piogiam (or Ch idum ' he.iitn 
Polcy Forum tsajo Br.vt, Go i jo V.'jstiiivjlcn University. No 0iN o v o in t  »:i. ■> 2008 W<t inr.ludo .i cooy ut in . 
document .is Attachment U
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Figure 2 show s that even  within the cove rage  group m ost likely to receive well-child ca re— those  
on Medicaid— uptake of available services d iminishes rapidly a s  children a g e . '0

F ig u r e  2: P e r c e n t a g e  o f  C h i l d r e n  R e c e i v i n g  M e d ic a id - F u n d e d  W e l l- C h i ld  
_________S c r e e n i n g  b y  A g e  G r o u p  in  t h e  U .S . , 2003________________

i ir l l i

82%

■ .a . - ,1 id

G 8 %

46%

Ago 'ViAirsi
Sourco: Christine Provost Peters, 'EPSDT: Medicaid's Critical But Controversial Benelils Program for Children." Health Policy Forum 
Issue Brief No. 819: November 20. 2Q0G

The a b o v e  figures su g g e s t  that a  significant portion of Alaskan children who would benefit m ost 
from m a n d a te d  co v e rag e  of well-child ca re— that is, children from low-income families who are  
covered  by com mercial insurance that d o e s  not a lready provide such  coverage-  would not 
receive that ca re  or would receive it only for a  few years.

In c o m e  a s  a  Fa c t o r  in  C o v e r a g e

H ousehold  incom e is p e rh ap s  the  single most predictive factor of health insurance co v e rag e  and, 
therefore, for receipt of well-child exam s. P e c a u s e  low-income children a re  le ss  likely to be  
insured, they are  also, a s  Figure 1 illustrates, less likely to receive well-child care.  Table 3 
provides further ev idence  that the uneven distribution of insu rance  co v e rag e  a c ro s s  income levels 
is such  that the  children who n ee d  preventive c a r e  m ost  m ay not be  receiving it.:o

"  These fkjumr. are fri.m Prove,'.! Pr V i -,

• ' Population data ate from 2005 Certain poverty data are from 20iM Became population and poverty data may tm 
(icm different yeaiy .mil due lo itie impact of sampling error and oilier statistical complomlios. thuso data should he seen 
jc estimates only For the same reasons, and because wo used data Irom different acurr.es. the conn* ol "uninsured,” 
nnd certain r.tt.nr figures in llvs table may nr,t precisely matcfi oilier information its thus re pot I Wo believe, hev.vver, tli.il 
li e proportions of clu'drun in ccelain ago groups and of tho uninsured are reliable esiunalOs
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T a b le  3: I n s u r a n c e  S ta tu s  b y  A g e  a n d  I n c o m e  L e v e l  in  A la s k a ,  20 04-2 0 0 521

A g e s
I n s u r a n c e

S ta tu s

N u m b er
o f

C hild ren

N u m b e r  of C hildren  in S p ec if ied  Family In c o m e  G ro u p s  ( E x p r e s s e d  a s  

a  P e r c e n ta g e  of  F ed e ra l  P over ty  T h re s h o ld ) 1

B elow
100%

% of U n­
in su re d

100%
to

150%

% of  U n­
in s u r e d

150%  to 
200%

% o f  U n­
in s u re d

200%
an d

a b o v e

% of Un­
in su re d

0 to  18 
Y ears

T ota l 194,207 23,033 f'V* 25,050 -■• '* • ' ' : ” 21,868

■
124,256 •V

In su re d 174,587 16,071 22,604 18,831 117,081

U n in s u r e d 19,620 6,963 j 35.5% 2,446 12.5% 3,037 15.5% 7,175 36.6%

0 to  6 
Y ears

Total 69,816 8,966 8,895 9,692 \ V . * ' 
1 * r

42,264

In su re d 62,988 5,529 8,055 8,836 40,568

U n in s u r e d 6,828 3,437 50.3% 839 12.3% 856 12.5% 1,696 24.8%

7 to  12 
Y ea rs

Total 63,461 8,463 6,405 ■ 7,317 t '*r* 41,276

In su re d 57,683 6,882 5,636 6,650 38,514

U n in s u r e d 5,779 1,581 | 27.4% 769 13.3% 667 11.5% 2,762 47.8%

13 to  
18 

Y ea rs

Tota l 60,929 5,604 I 9 ,750 ;
£  ■>

4,859
’ •A -

40,716

In su re d 53,916 3,660 . 8,912 , 3,344 38,000

U n in s u re d 7,013 1,945 | 27.7% 838 11.9% 1.515 21.6% 2,716 38.7%

Notos and Scurcos: 1) Tho Federal Poverty Threshold” is a complex slatislica' rneasuio used by Ihe U S. Census Bureau lo report 
pooulalion, economic, and demographic data. This measure differs somewhat from the Federal Poverty Guidelines, which is an 
adminislralive calculation used lo establish eligibility for need-based programs. This table should be viewed as estimates of AlasKan 
children at certain general income levels rather than an indication of who may qualify for specific income-based assistance programs 
Additional information on the differences between poverty guidelines and thresholds is available online al 
htip//aspe /tbs gov/povortyrtaq shtmWdiiforonces.
The figures in this table are Irom Ihe U S Census Bureau, "Current Population Survey" of 2005. Certain poverty data are trcm 2004 
Because population and poverty data may be from different yeats, and due to the impact of sampling encr and olh*. statistical 
complexities, these data should be seen as estimates only For the same reasons, and because we used data from different 
sources, some figures in this table may noi precisely match other information in this report, The public database for "Cunent 
Population Suivey” information from several years is available online at 
mtp //.vu-.v census govAihos/MVw/cpstc/cpsJab!c_cigBtor hlml.

T here  a re  a  num ber  of striking a s p e c ts  of the  d a ta  in Table 3 First, over one-third of all children 
with family incom es below 100 percent of federal poverty threshold are  uninsured This 
c o m p a re s  to an  overall uninsured ra te  for children in Alaska of abou t 9 2 percen t ( see  Table 2), 
Even m ore  alarming, about half of all children from birth to a g e  6 living in poverty do  not have 
insu rance  The re se a rch  w e  reviewed indicates that this is the  p rec ise  group for which society

This table used tho *Fi;tliiiai Poverty Threshold,” which is a statistical measure used by tho U 5. Census Bureau to 
report population, economic, and demographic data. Thu calculation differs somewhat from tho Federal Poverty 
Guidelines, winch am administrative measures used lo establish eligibility (or r,cod-based programs I ms tabid should be 
viewed as estimates of Alaskan children at certain general income 'eve's rnlhcr than an indication of who may gu.il,fy loi 
spcnhc incomo-basrd assistance programs Additional information on the differences between poverty guideline: and 
thresholds is available online at hitp Waspe tihs gov/povsrty/fag shimufdilferenccs
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will likely face Ihe g rea tes t  e x p e n s e  for corrective hea l thcare ." ’ P e rh a p s  the m ost rem arkable  
a s p e c t  of th e se  da ta  is the fact that a  significant portion of all uninsured children in Alaska may 
qualify for well-child benefits under current public assistance eligibility criteria.

M e d i c a i d  E P S D T  C o v e r a g e 23

As you know, the primary public insurance program  for children in Alaska is Denali KidCare 
(DKC).'m B e c a u s e  DKC is funded in part by Medicaid, federal provisions require implementation 
of the Early and  Periodic Screening, Diagnosis, and  T reatm ent program (EPSDT). This program 
requires  com prehensive  well-child services for Medicaid eligible children, which m ust include the  
following:

♦ Screen ing  Services;

♦ C om prehensive  health and developm enta l history:

♦ C om prehensive unclothed physical exam s;

♦ Appropriate immunizations;

♦ Laboratory tests;

♦ Lead toxicity screening;

♦ Health education;

♦ Vision, hearing and dental services; and

♦ O ther  nec es sa ry  d iagnoses,  trea tm ents ,  an d  other m e a s u re s  a s  p rescribed
by law to correct or ameliorate defec ts  an d  physical and  m ental i l lnesses  and
conditions discovered by the  sc reen ing  services.

Overall EPSD T benefits  m ust  m e e t  ' reasonab le  s ta n d a rd s  of medical practice''  a s  su g g e s te d  by 
recognized  medical organizations in child health  c a r e . "  In Alaska, tn e s e  se rv ices  are  
re c o m m e n d e d  at the  following ages ;

♦ Birth, 2, 4, 6, 9, 12, 15. 18 and  24 months;

♦ Aged 3, 4. 5, and  6 years;

♦ At leas t  every other yea r  after a g e  6 *‘J

See, (or example, Eileen Saliitshy. 'Clinical Preventive Services: V.tton is tne Jwco Worm the Squeeze >' 
hlMoihii Haji'h Pctcy Forum l:mo duel. George Washington University. No. BOG; August 24, 2005 We include a copy 
of tins document as Attachment H

■’ A comprehensive review ot Medicaid and ETSOT coverage is outside the scope ol tins report. We provi !e this 
information only as an indicator ;f tho current status ul vwilchild caru in the stale and of tho potuntiai lo oupand this an: 
under t uOlic insurance tri lieu of. or in combination v/.tlv reqii.rimj coverage of vmll-child exams hy commorcial irsurcrs

'* Uenali KidCare is Ihe nainc given lo the slate's puttie insurance program that is (undo I in pad hy Medicaid and
II e .tale Children's Health Insurance Program (5CHII1) further information on Denali KidCare is available online at 
hi‘f> ' 'iu'.v his s/afe a ut/JheS.'Veiu'i'iKulCmvrCvlju't I tm

;y I udhur inlorm.iiion on El-Si) I requirements is ava.iah •• tiom tho Centers for Moil i.aie and Medicaid Services 
online at http /Atvvw cms h/irggv/Vei/.caidE jtlyPenocUcSc/n/

’* 'Alaska Mod,caul Recipient Services* AbsKa Dcpjitmcni I Health arid Social Seivices, Divl'-ion of Healtnearu 
Seivntus. p 1s. avaa.it,!•: nnlne at hltp Avan t is  :M/e ,)« usu/iCil'C/ J-ca.u.-ioeipmi'llr.mdSodi I i ..'/
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A num ber of studies have found that the com prehensive requirem ents  of E PS D T  generally 
provide g rea te r  well-child benefits than th o se  of commercial insurance policies, which tend to 
restrict or deny certain serv ices .27 In Alaska, however, those  who a re  eligible a re  not fully utilizing 
this benefit. According to the fiscal y ea r  2005 "Annual EPSD T Participation Report," only 50.75 
percen t of "total eligibles who should receive a t  least one  initial o r  periodic sc reen"  actually 
received that service.23 Although the federal governm ent is now requiring s ta te s  to implement 
program s to inc rease  participation rates, th o se  efforts have not yet b e e n  widely successfu l .  Just 
s even  s ta te s  h ave  met the federal participation goal of 80 percent. Each of th o se  s ta te s  has  
initial income eligibility guidelines of a t  least 200 percen t of the federal poverty guideline (54,167 
per  month for a  family of four in Alaska in 2006).‘3 T he  barriers to participation are  manifold, but 
include low provider participation ra te s  d u e  to inadequa te  re im bursem ent for services , lack of 
parental a w a re n e s s  of the benefits available, and  the overall scarcity of h ea l thcare  se rv ices  in 
m any parts of Alaska.

In general,  it a p p e a rs  that the num ber  of children who would b e  im pacted  by in c re ase d  efforts lo 
ra ise  participation ra tes  am ong  th o se  currently eligible for EPSD T se rv ices  may e x c e e d  Ihe 
inc reases  that a re  possible strictly from mandating commercial co v e rag e  of well-child exam s. 
According lo d a ta  from the U.S. C e n su s  Bureau, expanding Denali KidCare income guidelines lo 
200 percent of federal poverty guidelines would likely inc rease  by severa l  thousand  the  num ber  of 
uninsured children who are  eligible for services. ’0 However, inc reased  educat ion  ab o u t  available 
benefits and  expanding eligibility do little to a d d re s s  the shor tage  of hea lthcare  providers in 
certain a re a s  cf the s ta te  Although w e located no Alaska-specific re se a rch  in this regard, the 
hea lthcare sy s tem  in many par ts  of the s ta te  likely could not sus ta in  substantial in c re a se s  in 
com prehensive  EPSD T services. In addition, expanding publicly funded se rv ices  will clearly 
inc rease  a  Medicaid budget tha t is already s e e n  by m any a s  being too costly a n d  growing a t  too 
fast a rate. It is worth noting, however, that the  national av e rag e  annua l per  capita  spend ing  on 
children in Medicaid is. a t  51.315, about one-third that of other enro llees  a t  54,011. Also, historic 
cos ts  per  child a re  less, on ave rage ,  for Medicaid than for private insu rance .31

As you know, C hap te r  34 SLA 2003 reduced  the household  income limits for un insured  children 
an d  p regnan t w om en  from 200 percen t of the  federal poverty guidelines for A laska to 175 percent 
of the guidelines, and  converted  that pe rc en ta g e  into dollar am ounts .  As a  result of this change, 
fewer children an d  pregnant wom en w ere  eligible for Denali KidCare. T he  federal poverty 
guidelines typically inc rease  over  lime, so  the income limits, which are  fixed at 175 percen t of the 
2003 guidelines, a re  only abou t 160 percen t of the 2006  guidelines an d  155 p ercen t  of the 2007 
guidelines If the federal poverty guidelines continue to increase , A laska 's  incom e guidelines for 
Denali KidCare wil' continue to fall a s  a  pe rc en ta g e  of the federal poverty guidelines, thereby 
excluding additional residents from cove rage

Seu, lor oxampio, [>o 4-5 of Provost Rotors

-1 Tins report is available* oniino at 
http/a«vwcm; hhs qovAledKOi'iUoriyHcnocllcScm-OiJStotcAsenayttotfponsibiMiesittp

•* Ui'j.u siriios .no G'vuju. lowj, Minnesota. Novado. New York, owt Vermont for iiirtfier mtorm.ition, too
I iuv.. .1 Pderr,, |> federal poverty guidelines for Alaska are .is of April t, 2006

1 '•$ you know, companion lulls currently before the Legislature, °>U »7 and lift tan. xeek in e»pand Denali KidCoro 
eligibility guidelines

11 Provost Peters, p 17
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C o n c l u s i o n

The policy ques tion  of w hether  to m anda te  com mercial in su rance  c o v e rag e  of well-child visits in 
Alaska is a  highly com plex one. A com prehensive review of the question  would include an 
actuarial ana lysis  of the  cost-effectiveness of requiring such  coverage.  S uch  a  review m ay also 
include considering w a y s  to ex p a n d  public health co v e rag e  and  u se  of well-child e x a m s  for both 
Ihe currently eligible population and  those  below a certain level of incom e not currently receiving 
such  benefits. O ther  s ta te s  that have  m a n d a te d  benefits require an exam  sc h ed u le  that is b a s e d  
on, but is m ore  limited than, that su g g e s ted  by the American Association of Pediatrics. S o m e  mix 
of th e se  s tra teg ie s  m ay provide the preventive ca re  Alaskan children n e e d — particularly th o se  in 
low-income families— while avoiding driving hea lthcare  policy prem ium s and  the Medicaid budget 
to unacceptab ly  high levels.

I hope  you find this information to be  useful P le a se  do  not hes ita te  to con tac t  us  if you have  
questions or  n e e d  additional information
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Investing  in M aternal and  Child Health: An E m ployer's Toolkit. 
Pub l is h ed  b y  (he N a t io n a l Bus iness G ro up  on H ea lth , 2007.

Part 1, Page 3
O v e r  the past 15 years, “e v id e n c e  o f  e ffec t iveness” has emerged as a key factor in health benef it 
in ves tm en t d ec is io ns . Em p lo y e rs  interested in  “smart pu rchas ing” have  d eve lo ped  benefit p lans 
that support and in c c n t iv iz c  ev idence-based or ev idence- in formed services.

Part 2, Page 11
Increas ing  hea lthcare costs and stagnat ing qu a l i ty  have led m a n y  em p loyers  to shift the ir focus 
from  budget-based a l lo c a t io n  dec is io ns  lo  value-based purchas ing  strategies. Va lue-based 
p u r c h a s in g  br ings together in fo rm a t io n  on the qu a l i ty  o f  hea lthcare , in c lu d in g  health outcomes 
and hea lth  status, w i t h  data o n  the do l la r  out lays g o in g  towards hea lth .

Because p reven t ive  serv ices  can prevent or reduce the need for treatment they p rov ide  a cost- 
offset. Em p lo y e rs  w h o  invest the ir hea lthcare do lla rs in  screen ing , co unse l in g , and preven t ive  
m ed ica t io n s  m a y  be ab le  to a vo id  spend ing  hea lthcare do l la rs  on treatment. In some cases, w here  
the cost o f  screen ing  is less than the cost o f  treatment, em p loyers  m ay  be ab le  to save healthcare 
do lla rs  by  in v e s t in g  in  p re ven t iv e  serv ices

Part 2, Page 18-19, 24-25
In an actuar ia l ana lys is , the N a t io n a l Bus iness G ro up  found  that W e l l  C h i l d  Serv ices, 
Im m un iz a t io n s ,  and G ene ra l Preventa t ive Serv ices were a l l c ither eos l-cf lect ive or cost-saving.

Part 2, Page 33-36,45-46
W e l l  C h i l d  Serv ices , Im m un iz a t io n s ,  and Genera l Preventat ive S erv ices  arc a l l in c luded  in the 
R e com m end ed  M in im u m  Plan Benefits .
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H e a l t h :  A  B u s i n e s s  I m p e r a t i v e

E X E C U T I V E  S U M M A R Y  

T h e  B u s i n e s s  C a s e  f o r  I n v e s t i n g  i n  M a t e r n a l  a n d  C h i l d  H e a l t h
E ver - in c rea s in g  h e a l t h c a r e  c o s ts  are fo rc in g  c o m p a n ie s  to  e x p lo re  a l te rn a t iv e  b en e f i t  des igns  

a n d  h e a l t h  p r o m o t i o n  s trategies  fo r  em p lo y ee s  a n d  th e i r  d e p e n d e n t s .  T o  red u c e  costs, 

e m p lo y e r s  are  a s k in g  benef ic ia r ies  to  m a n a g e  th e i r  h e a l th c a re  ex penses  a n d  take  o n  a c o n s u m e r  

ro le  in h e a l th c a r e  d ec is io n -m a l t in g .  E m p lo y e rs  a re  also fo cu s in g  o n  p a r t i c u la r  s u b - g ro u p s  o f  

th e i r  overa ll  b e n e f ic ia ry  p o p u la t io n  to  id e n t i fy  o p p o r tu n i t i e s  to  im p r o v e  h e a l th  s ta tu s  a n d  

red u c e  cos t .  O n e  i m p o r t a n t ,  ye t  c o m m o n l y  o v e r lo o k e d  s u b - g ro u p ,  is ch i ld  a n d  ad o le sc en t  
d e p e n d e n t s  a n d  p r e g n a n t  w o m e n .
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I n v e s t i n g  in  M a t e r n a l  a n d  C h i l d  H e a l t h :  A  B u s i n e s s  Im p e r a t i v e

Maternal and child health is important to business. Maternal 
and child healthcare services (e.g., labor and delivery, 
childhood immunizations) account for SI out o f  every 
$5 large employers spend on healthcare.1 furthermore, a 
substantial proportion o f  employee's lost work time can be 
attributed to children’s health problems. And pregnancy is a 
leading cause o f  short- and long-term disability and turnover 
for most companies,*

Improving the health ol children, adolescents, and childbearing-age women benefits employees in at 
least four ways:

1. L ow er h ea lth care  costs. I le.tlthy women and children use fewer costly healthcare services 
(such as hospitalization) and thus have lower total healthcare costs,

2. Increased productivity. Parents o f  healthy children miss fewer workdays than those with ill 
children. As such, they are Kss likely to take family medical leave, personal sick leave, or paid 
time off d u e  to a child's health problem. They may also be more productive at work because 
they do not suffer stress related to carcgiving.

3. Im pro ved  re ten t ion / re du ced  tu rnover. Women who have healthy pregnancies (pregnancies 
without complications) are able to work longer during their pregnancy and return to work 
sooner after delivery as compared to women who sutler complications. Similarly, parents 
with healthy children and adolescents are less likely to leave the workforce or cutback their 
work hours compared to the parents of children with chronic illnesses or severe disabilities.

4. A h ea l th ier  fu ture  w orkforce . I he children and adolescents of today are the workforce ol 
tomorrow. Many chronic diseases, lor example obesity and mental illness, put children at 
risk for a lifetime of health problems. Kmploycis benefit (Irom lower healthcare costs and 
improved productivity) when the people in the community or region where they recruit are 
healthy.

lutvsiine in M itertu il,m d  ( J'ifd Health includes information, resources, and tools employers can use 
to improve the health ol their beneficiaries. This toolkit includes:

• Recommendations on evidence-informed, comprehensive health benefits to support child, 
adolescent, and pregnancy health (Part 2).

• (,'ost-impact assessments o f the recommended benefit changes (Part 2).
• Data on the cost of maternal and child healthcare services (Parts 2 and 4)
• I he business case for investing in child and adolescent health, healthy pregnancies, and 

primary care services tor ail beneficiaries (I’art *l).
• fools employer can use to develop a maternal and child health strategy, commuuh ate 

the value ol elicit maternal and child health benefits, and link maternal and i liild health 
outcomes to nigaui/ational petformance (Parts A and ).

• Strategics employers i an use to effectively cominunii ate with beneficiaries, and tailor existing 
health programs and policies to the unique needs ofchildieu, adolescents, and prcgr.aut 
women (Pail 3).

• Health education information specific illy developed fir  beneficiaries (Part (>).

o



I m p r o v i n g  M a t e r n a l  a n d  C h i l d  H e a l t h

Maternal and child health refers to the health and health care of:
• Preconception women (women o f  childhearing-agc prior to conception);
• Pregnant women;
• Postpartum women (women who were pregnant in the previous year);
• Children (birth to 12 years) and adolescents (aged 13 to 21 years), including those with 

special health care needs.

B e n e fit D esig n  O p p o rtu n ities

Benefit managers, charged with selecting and implementing health benefits, struggle with complex 
and sometimes contentious resource allocation decisions. Hach year, benefits department staff'must 
decide which healthcare services to cover in their plan(s) and at what level. Typically, these decisions 
are a function of cost, employee and/or union negotiations, and tradition.

Over the past 15 years, “evidence of effectiveness" has emerged as a key factor in health benefit 
investment decisions. Employers interested in “smart purchasing" have developed benefit plans 
that support and incentivize evidence-based or evidence-informed services. ,Many evidence- 
based benefit guidelines have been developed for adult care; far fewer arc availabl • to inform the 
design of maternal and child health benefits, increasing healthcare costs, stagnating qua I ity, ami 
pressure from globalization have also led employers to shift their focus from budget-based allocation 
decisions to value-based purchasing strategies, hmplovers are beginning to see health benefits as an 
investment, not merely a cost.

flic provision o f  evidence-informed, high-value maternal 
and child health benefits, and innovative, family-friendly 
svorlc/lifc benefits may help employers improve the health 
ofchildten, adolescents, and pregnant women, and the 
prodttc tivity o f  employee

Tho M u te r net en d  C h ild  H ea lth  P lan  B e n e fit M o d el 

1 he Maternal and ( ihild I lealtli Plan Benefit Model (Plan Benefit Model) is the cote component 
of this toolkit, llte Plan Benefit Model is an evidence-informed, standardized, equitable, and 
comprehensive health benefits pat kage t rcatcd spec die ally for childteu, adolescents, and ptcgnant 
women. It emphasizes prevention and eatly detection, aims to reduce employee cost barriers to 
essential care services, and strives to balance employee afioidahiliiy with employer sustainability.

I he Plan Benefit Model is the National Business ( lump on I lea It It's (Business ( irotlp's) 
recommendation on minimum health, pharmacy, \< ion, and dental benefits. It includes guidance on 
cost-sharing arrangements and other infbtmatiou pertinent to plan design and administration.

Concepts of evidence and value have helped balance health benefit decisions in recent years.
I lowever, the cost impact of benefit modification remains a critic al lactut in employers' resume? 
allocation decisions. Pinthermore, the potential cost-olfsets ol investing in prevention and early
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detection arc frequently overlooked. To address these issues, the Business Group sponsored an 
actuarial meta-analysis of the Plan Benefit Model. This analysis estimated the cost impact o f  the Plan 
Benefit Model recommendations on typical large-employer PPO and H M O  plan types. The analysis, 
presented in Part 2, provides cost-impact assessments for (a) the entire Plan Benefit Model, (b) each 
service category (e.g., preventive services), and (c) each recommended benefit (e.g., immunizations), 
Employers can use this information to estimate the cost implications of adopting the Plan Benefit 
Model recommendations for their own covered population.

Variation in B e n e fits
While virtually all large employers provide health benefits, there is wide variation in the structure of 
benefits and coverage levels. While tailoring can be used to meet diverse needs, variation can also lead 
to fragmentation, beneficiary confusion, and administrative costs. The extreme cost, quality, and access 
variation seen in the marketplace today suggests that employers arc not maximizing their investment 
in health benefits. Employers may be able to improve their return on investment in health benefits 
by improving the alignment between health benefits, organizational strategy, and internal operations. 
Part 3 includes tools to help employers evaluate the relationships between maternal and child health 
outcomes and organizational performance, implement and track Plan Benefit Model recommendations, 
and design and evaluate other maternal and child-focused he.tbh and work/life benefits.

B e n e fic ia ry  E n g ag em en t O pp ortun ities
Experience has shown employers that providing comprehensive health benefits is not r T ’cicnt to 
enstue good health lor any population: engagement, appropriate utilization, and qual. \ are necessary 
factors as well. In order for beneficiaries to become engaged in health promotion and healthcare 
decision-making, they need education on the importance ol these activities, resources and tools, 
appropriate incentives, and employer support.

The idea behind engagemen t  is simple. Beneficiaries will make better healthcare decisions il they are 
equipped with:

I. I he knowledge necessary to understand their personal (or their child’s) health needs and 
unique health risks; and
I he inhumation required to make ellective healthcare decisions, for example information on 

cost and quality.
Many employers have successfully developed strategics to engage employees; lew have effectively 
engaged dependent beneficiaries, Parts i, T  and () present strategics employers can use to engage 
dependent benefitiatics in health promotion and healthcare decision-making.

O v e r l o o k e d  B e n e f i t s :  C h i l d ,  A d o l e s c e n t ,  a n d  M a t e r n i t y  C a r e

Employer sponsored medical benefit plans were originally developed to protect employees from the 
catastrophic costs of unplanned illness and injury. ( )vei time, these "health iiisin.ince’ plans evolved 
into ' health coverage" programs as tin y began to provide access to basic healthcare services, preventive



s e r v i c e s ,  a n d  a n c i l l a r y  s e r v i c e s  s u c h  a s  m e d i c a l  e q u i p m e n t ,  d e n i a l  c a r e ,  a n d  v i s i o n  c a r e . '  T o d a y ,  m o s t  l a r g e  

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

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

h e a l t h ,  d e n t a l ,  a n d  v i s i o n  c a r e ;  a n d  d i s e a s e  m a n a g e m e n t  s e r v i c e s ) .

•  D i s a b i l i t y  b e n e f i t s .

•  E m p l o y e e  a s s i s t a n c e  s e r v i c e s .

•  W e l l n e s s  p r o g r a m s .

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

e m p l o y e e  a n d  e m p l o y e r  n e e d s .

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

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

c a r e  n e e d s  o f  c h i l d r e n  w e r e  l a r g e l y  i g n o r e d .  C o n s i d e r  d i e  f o l l o w i n g  e x a m p l e s  r e g a r d i n g  c a r e  f o r  

c h i l d r e n  a n d  p r e g n a n t  w o m e n :

•  C h i l d r e n  g e n e r a l l y  r e c e i v e  c a r e  i n  d i f f e r e n t  s e t t i n g s  t h a n  a d u l t s ;  t h e y  a r e  m o r e  l i k e l y  t o  

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

t o  n e e d  p r e s c r i p t i o n  d r u g s  o r  

h o s p i t a l i z a t i o n .

•  T h e  t y p e  a n d  i n t e n s i t y  o f  r e q u i r e d  

c a r e  d i f f e r s  a s  w e l l .  E o r  e x a m p l e ,  

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

( e s s e n t i a l  p r e v e n t i v e  c a r e ) ,  r e q u i r e s  

2 6  p r o v i d e r  o f f i c e  v i s i t s  a n d  a t  l e a s t  

3 7  i m m u n i z a t i o n s  d u r i n g  t h e  f i r s t  

2 1  y e a r s  o f  l i f e . " 4, s T h e s e  c r i t i c a l  

h e a l t h c a r e  s e r v i c e s  a r e  a  l o n g - t e r m  

i n v e s t m e n t ;  t h e y  s e t  t h e  s t a g e  f o r  a  

l i f e t i m e  o f  g o o d  h e a l t h .

•  C h i l d r e n  w i t h  s p e c i a l  h e a l t h  c a r e  

n e e d s  ( a p p r o x i m a t e l y  1 2 . 8 %  o f  

c h i l d r e n  u n d e r  t h e  a g e  o f  1 8 )  

r e q u i r e  i n t e n s i v e  a n d / o r  s p e c i a l i z e d  

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

c o m p l e x  p r o b l e m s  t h a t  a r e  o f t e n  

b e s t  a d d r e s s e d  b y  a  h e a l t h c a r e  t e a m  

t h a t  s a i l  i n t e g r a t e  n e c e s s a r y  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 .

•  R e s e a r c h  s h o w s  t h a t  p r e c o n c e p t i o n  h e a l t h  a f f e c t s  

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

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

a n d  a n  i n v e s t m e n t  i n  w o m e n ’s  h e a l t h  a n d  w e l l - b e i n g .

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

i l u s e  d i f f e r e n c e s  i n  e i t h e r  p l a n  d e s i g n  o r  c o s t - s h a r i n g  s t r a t e g i e s .
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E m p l o y e r - S p o n s o r e d  H e a l t h  C o v e r a g e  P e r t i n e n t  t o  M a t e r n a l  

a n d  C h i l d  H e a l t h

D e p e n d e n t  C o v e r a g e

T y p i c a l l y ,  e m p l o y e r - s p o n s o r e d  p l a n s  

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

u n d e r  d i e  a g e  o f  6 5 ,  t h e i r  d e p e n d e n t s  

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

p a r t n e r s ) ,  a n d  o c c a s i o n a l l y  r e t i r e e s .

V i r t u a l l y  a l l  l a r g e  e m p l o y e r s  p r o v i d e  

m a t e r n i t y  b e n e f i t s  ( i . e . ,  c o v e r a g e  f o r  

p r e n a t a l  c a r e ,  l a b o r  a n d  d e l i v e r y ,  a n d  

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

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

y o u n g  a d u l t h o o d .  I n  f a c t ,  4 3 %  o l  B u s i n e s s  G r o u p  m e m b e r  s u r v e y  r e s p o n d e n t s  p r o v i d e  h e a l t h c a r e  

c o v e r a g e  t o  d e p e n d e n t  c h i l d r e n  t h r o u g h  a g e  2 5 ,  a s  l o n g  a s  t h e  c h i l d  r e m a i n s  a  f u l l - t i m e  s t u d e n t . 6

Figure 1A: Child Dependent Age Cutoffs for Largo Employers
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D e m o g r a p h i c s  

P r e g n a n t  W o m e n

I n  2 0 0 6 ,  t h e r e  w e r e  5 5 . 9  m i l l i o n  w o m e n  o f  childbcnring-ugc ( w o m e n  a g e d  I S  t o  4 4  y e a r s )  i n  t h e  

I h t i i e d  S t a t e s .  A p p r o x i m a t e l y  6  m i l l i o n  (1  I *.*<>) o f  t h e s e  w o m e n  b e t  a  m e  p r e g n a n t  a n d  4  m i l l i o n  h a d  

l i v e  b i r t h s .  I n  1 0 0 0 , 6 5 . 0 %  o f  p r e g n a n t  w o m e n  h a d  p r i v a t e  h e a l t h  i n s u r a n c e ,  n a m e l y  e m p l o y e r -  

s p o n s o r e d  h e a l t h  c o v e r a g e . "  G e r t a i n  s u b - g r o u p s  o f  p r e g n a n t  w o m e n ,  f o r  e x a m p l e  n o n  I l i s p a n i c  

w h i t e  w o m e n  a n d  w o m e n  w i t h  i n c o m e s  3 0 1 ' h i  o r  m o r e  a b o v e  t h e  F e d e r a l  p o v e r t y  l i n e ,  w e r e  e v e n  

m o r e  l i k e l y  t o  b e  p r i v a t e l y - i n s u r e d  ( 7 4 . S ' ) a  a n d  9 2 . 1 %  r e s p e c t i v e l y ) .



C h i l d r e n  a n d  A d o l e s c e n t s

I n  2 0 0 6 ,  t h e r e  w e r e  7 3 . 7  m i l l i o n  c h i l d r e n  i n  t h e  U n i t e d  

S t a t e s  b e t w e e n  t h e  a g e s  o l  0  a n d  1 7  y e a r s ,  a c c o u n t i n g  

f o r  2 5 %  o l  t h e  t o t a l  p o p u l a t i o n /  I n  2 0 0 5 ,  5 7 . 8 %  

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

c o v e r a g e .9 A c c o r d i n g  t o  B u s i n e s s  G r o u p  s u r v e y s ,  c h i l d  

a n d  a d o l e s c e n t  d e p e n d e n t s  ( t h r o u g h  a g e  2 5 )  g e n e r a l l y  

c o m p r i s e  a b o u t  o n e - t h i r d  o f  a  l a r g e  e m p l o y e r ’s  t o t a l  

b e n e f i c i a r y  p o p u l a t i o n / ’

Age 0*3

z  A g e  

1 3 %  4 ' 1 2

'  9 % — A g e  1 3 - 1 8

- A g e  1 9 - 2 1  

A g e  2 2 - 2 5

C h i l d r e n  w i t h  S p e c i a l  H e a l t h  C a r e  N e e d s  

A p p r o x i m a t e l y  1 2 . 8 %  o f  c h i l d r e n  u n d e r  t h e  a g e  o f  1 8  

i n  t h e  U n i t e d  S t a t e s  h a v e  a  s p e c i a l  h e a l t h  c a r e  n e e d  ( a

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

n o r m a l l y  r e q u i r e ) . 10 C h i l d r e n  w i t h  s p e c i a l  h e a l t h  c a r e  n e e d s  a r e  o n l y  s l i g h t l y  l e s s  l i k e l y  t h a n  

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

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

a r e  a n  i m p o r t a n t  p a r r  o f  a n  e m p l o y e r ’s  b e n e f i c i a r y  

p o p u l a t i o n  b e c a u s e  t h e y :

•  E x p e r i e n c e  c o m p l e x ,  c h r o n i c ,  a n d  s e v e r e  

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

m a n a g e .

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

e x p e n d i t u r e s .

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

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

P r e g n a n c y - R e l a t e d  H e a l t h c a r e  C o s t s :  A n  O v e r v i e w

1 l u t  i n g  2 0 0 3 ,  ‘7 0 %  o f  f e m a l e s  h a d  a t  l e a s t  o n e  h e a l t h c a r e  e x p e n d i t u r e .  P r e g n a n c y  i s  a  m a j o r  c a u s e  

o f  h e a l t h  c x p e i u l i u n e s  a m o n g  w o m e n  o f  c h i l d b e a r i n g - a g e . 1'

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

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

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

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

t h e  p t o c c d u i ' c s .  m e d i c a t i o n s ,  a n d  s c r e e n i n g  s e r v i c e s  w o m e n  a n d  t h e i r  n e w b o r n s  r e c e i v e .  A c c o r d i n g  

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

2 0 0  i ,  p r e n a t a l  c a t e  a n d  m a t e r n i t y - r e l a t e d  h o s p i t a l  p a y m e n t s  c o m b 'm c d a v e r a g e d  5 7 , 7 3 7  f o r  a  v a g i n a l  

d e l i v e r y  a n d  . 5 1 0 , ‘7 5 8  f o r  a  c e s a r e a n  d e l i v e r y  ( t h e s e  f i g u r e s  i n c l u d e  p a t i e n t  o u t - o f - p o c k e t  c o s t s ) . 1'

7 o
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I n  2 0 0 0 ,  t h e  a v e r a g e  h o s p i t a l  c h a r g e  f o r  l a b o r  

a n d  d e l i v e r y  w a s  $ 6 , 2 0 0  ( t h i s  f i g u r e  d o e s  

n o t  i n c l u d e  c h a r g e s  l o r  t h e  n e w b o r n s  c a r e ) .  

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

a n t e p a r t u m  c a r e  ( a v e r a g e  c h a r g e  $ 6 , 9 0 0 ) ,  

c a r e  r e l a t e d  t o  p r e g n a n c y  l o s s  ( a v e r a g e  c h a r g e  

$ < $ , 2 0 0 ) ,  a n d  p o s t p a r t u m  c a r e  ( a v e r a g e  c h a r g e  $ 8 , 9 0 0 ) . 12 A n o t h e r  s t u d y  u s i n g  1 9 9 6  d a t a  i n c l u d e d  

i n f a n t  c o s t s  i n  t h e i r  a n a l y s i s  a n d  f o u n d  t h a t  l a b o r  a n d  d e l i v e r y  c o s t s  a v e r a g e d  $  1 2 , 7 7 0  a m o n g  w o m e n  

i n  e m p l o y e r - s p o n s o r e d  , - i a n s . 11 T h e  c o s t  o f  d e l i v e r y  f o r  a  f u l l - t e r m  h e a l t h y  i n f a n t  a v e r a g e d  $ 8 , 5 9 3 ,  a n d  

t h e  c o s t  o f  d e l i v e r y  f o r a  f u l l - t e r m  i n f a n t  w i t h  c o m p l i c a t i o n s  a v e r a g e d  $ 1 3 , 7 1 3 . M

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

p r e t e r m  i n f a n t  a v e r a g e d  $ 2 1 , 0 5 2  i n  1 9 9 6 ,  a n d  t h e  c o s t  o f  d e l i v e r y  f o r  a n  e x t r e m e l y  p r e t e r m  i n f a n t  

a v e r a g e d  $ 6 3 , 2 5 6 . '  ’ I n  2 0 0 3 ,  t h e  c a r e  o f  p r e m a t u r e  o r  l o w - b i r t h w c i g h t  b a b i e s  a c c o u n t e d  f o r  n e a r l y  

h a l f  o f  t h e  $ 3 6 . 7  b i l l i o n  d o l l a r s  s p e n t  o n  h o s p i t a l  c a r e  f o r  i n f a n t s .  N e a r l y  h a l f  o f  a l l  c h a r g e s  r e l a t e d  

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

s p e n d  a p p r o x i m a t e l y  $ 9  b i l l i o n  d o l l a r s  o n  c l a i m s  r e l a t e d  t o  p r e m a t u r i t y . tG

H e a l t h c a r e  C o s t s  f o r  C h i l d r e n  a n d  A d o l e s c e n t s :  A n  O v e r v i e w  

I n  2 0 0 0 .  n a t i o n a l  h e a l t h c a r e  e x p e n d i t u r e s  f o r  c h i l d r e n  a n d  a d o l e s c e n t s  t o t a l e d  $ 6 7  b i l l i o n .  A m o n g  

c h i l d r e n  w h o  u s e d  a n y  t y p e  o f  h e a l t h c a r e  s e r v i c e  i n  2 0 0 0 , t h e  a v e r a g e  m e d i c a l  e x p e n s e  w a s  $ 1 ,1  1 5 . '  

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

b u l k  o f  t o t a l  m e d i c a l  e x p e n d i t u r e s ,  h ' o r  e x a m p l e ,  w h i l e  t h e  a v e r a g e  p c r - c h i l d  h e a l t h c a r e  e x p e n d i t u r e  

w a s  $ 1 ,1  1 5  i n  2 0 0 0 ,  t h e  m e d i a n  e x p e n s e  w a s  o n l y  $ 3 1 6 . 1'

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

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

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

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

c h i l d r e n . 1' T h e  i n c r e a s e d  s e r v i c e  u s e  r e s u l t s  i n  

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

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

e x p e n s e  w a s  $ 2 , 4 9 8  i n  2 0 0 0 ,  m o r e  t h a n  d o u b l e  

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

H e a l t h c a r e  S e r v i c e s  U s e d C h i l d r e n  w i t h  S p e c i a l  H e a l t h  C a r e  N e e d s All C h i l d r e n

O utpa t ien t  < l l i t c v i .  4 8 3  3 % 0 7 . 4 %

E m e r g en c y  t l e p a i lm tn l  visit 16 .3 % 11 .1 %

lf)D3li'!i'l htVsjiilal ..lay 0 .0 "!i 2 A  •

D enial  v sit 5 0 . 3 % 44

I V s c i i p f i n n  m e d ic a t io n / ( ! . / % 4 5 IV

S o u r c e :  O - . u V y l M  U h . \ l t m M i l >;<H U im t O iO '- k f te n m h $/'< t i l  H erts  H<" . t i d l h  ! " | i N o  71 R< kv Ml) A.j--- :y
for I tiMlllirato Ht m v d i  anil Quality; »(X1G



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

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

c o s t s .  F o r  e x a m p l e ,  c h i l d r e n  l i v i n g  i n  r h e  N o r t h e a s t  

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

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

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

t h a n  e i t h e r  I l i s p a n i c  o r  b l a c k  c h i l d r e n . 17 A g e  is  a l s o  a n  i m p o r t a n t  f a c t o r :  v e r y  y o u n g  c h i l d r e n  ( 0  

t o  5  y e a r s )  a r e  m o r e  l i k e l y  t o  h a v e  h e a l t h c a r e  e x p e n d i t u r e s  t h a n  o l d e r  c h i l d r e n  ( 6  t o  11  y e a r s )  o r  

a d o l e s c e n t s  ( 1 2  t o  1 7  y e a r s ) . 17

More than 4 million hospitalizations per year could be prevented by improving primary care, increasing 
access to quality treatment, and encouraging Americans to live a healthier lifestyle.
In 2004, spending on pedialiic conditions included'8:

• Short-lerm diabetes complications ($G1 million)
• Asthma ($326 million)
• Gastroenteritis ($241 million)
• Urinary tract infections ($109 million)

While hospital admission rates for some of these conditions have reminded stable or declined, trealmenl 
costs for oihers have risen dramatically. For example, between 1997 and 200418:

• Diabetes complications costs rose more than 50%, from $40 to $61 million.
• Pediatric gastroenteritis costs rose 10%, from $219 to $241 million.
• Urinary tract infection costs rose 27%, from $86 tn $109 million.

E m p l o y e r - S p o n s o r e d  H e a l t h c a r e  C o v e r a g e  C o s t s

T h e  c o s t  o f  e m p l o y e r - s p o n s o r e d  h e a l t h  p l a n s  i n c r e a s e d  d r a m a t i c a l l y  t h r o u g h  t h e  l a t e  1 9 8 0 s  a n d  

1 9 9 0 s .  I l e a l r h c a r e  c o s t  i n c r e a s e s  p e a k e d  i n  2 0 0 2 ,  s v h e u  t h e  c o s t  t r e n d  r e a c h e d  \ 4 .7 % .v ' S i n c e  2 0 0 2 ,  

c o s t s  h a v e  s t a b i l i z e d ;  y e t  l a r g e  e m p l o y e r s  s t i l l  l a c e  s t e e p  a n n u a l  i n c r e a s e s . 1'’

I n  2 0 0 5 ,  l a r g e  e m p l o y e r s ,  o n  a v e r a g e ,  p a i d  $ 6 , 6 5 8  p e r  e m p l o y e e  e n r o l l e d  i n  a n  I I N K )  p l a n  a n d  

$ 6 , 5 1 8  p e r  e m p l o y e e  e n r o l l e d  i n  a  I ' l ’O  p l a n  ( r e f e r  t o  f i g u r e  I t ! )  ( n o t e  t h i s  i s  a  s u m m a r y  o f  

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

s e r v i c e s ,  o r  d e n t a l  o r  v i s i o n  c a r e ) . 1'1 I n  2 0 0 7 ,  t h e  t o t a l  a v e r a g e  c o s t  o f  c o v e r a g e  w a s  a p p r o x i m a t e l y  

$ 4 , 3 6 0  f o r  a n  i n d i v i d u a l  a n d  $  1 2 , 1  11) f o r  a  f a m i l y  ( t h e s e  f i g u r e s  i n c l u d e  e m p l o y e r  i i u t l e m p l o y e e  

p r e m i u m  c o s t s ) .  11
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Figure 1B: Large-Employer Healthcare Cost Increases, 1990-2008

1999 2000 2001 2002 2003 200-1 2005 200G 2007 2008

S o u r c e :  National Business Group on  Health, Walson Wyatt Worldwide. 2 0 0 7 Dashboard tor Success: Ho,v Best Pertormeis Do II 12th Annual Survey 
Report Washington, DC: Walson Wyatt Worldwide: 2007.

Figure 1C: Large-Employer Healthcare Costs by Plan Type, 2005

€ m p l o y e r  C o n t r i b u t i o n E m p l o y e r  C o n t r i b u t i o n '  T o t a l  p r e m i u m  .
r l a l l  l y p e

u. * ... ^ Single Family Single Family Single Family
HM0 S642 $2,598 $3,472 $8,741 $4,114 $11,339
PP0 $709 $2,628 $3,618 $9,124 $4,326 $11,752

All Plan Types $089 $2,658 $3,550 $8,917 $4,239 $11,575

N ote :  Large oivpbycr ,v i d e f i n e d  as any employer with mute  than 200 employees.
S o u r c e :  H s i . ty J  K;ii: • r I .w i ly  t oundation, I 'eallh Ro: i nrr.ti 7, !  d u c a l in  Trust, imphiycr Health Benefits 2006  Annual Swvcy Menlo Park, CA: lleuiy 
J  Kaiser ramify inundation.  Heattti Research A I duration Trust: 200G

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

h e a l t h c a r e  p r e m i u m s  h a s  c o n s i s t e n t l y  o u t p a c e d  b o t h  i n f l a t i o n  a n d  g r o w t h  i n  w o r k e r s ’ e a r n i n g s  f o r  

t h e  p a s t  .’. ( I  y e a r s . ' 1 b e t w e e n  2 0 0 ( 1  a n d  2 0 0 5 ,  t h e  c o s t  o l  b u y i n g  c o v e r a g e  l o r  a n  e m p l o y e e  ( i . e . ,  t h e  

e m p l o y e e s  s h a r e  o l  t h e  p r e m i u m )  i n c r e a s e d  ( 1 1 %  ( $ 2 7 3 )  t o r  s i n g l e  c o v e r a g e  a n d  6 0 %  ( £ 0 7 1)  f o r  

f a m i l y  c o v e r a g e . "

F a m i l y  o u t  n |  p o c k e t  

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

a r e  a l s o  o n  t h e  r i s e .

I n  2 0 0 3 .  1 i S . 2 ° o  o f  

f a m i l i e s  c o v e r e d  b y  

e m p l o y e r -  s p o n s o r e d  

h e a l t h  b e n e f i t s  s p e n t  

1 0 %  o r  m o r e  o f  t h e i r

o 10



a n n u a l  i n c o m e  o n  m e d i c a l  e x p e n s e s  ( p r e m i u m s  a n d  c o p a y m e n t / c o i n s u r a n c e ) ,  c o m p a r e d  t o  1 4 . 2 %  i n  

1 9 9 6 . 21 T h i s  r e p r e s e n t s  a  2 8 %  i n c r e a s e  o v e r  8  y e a r s .

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

e m p l o y e r s  h a v e  m a x i m i z e d  t h e  f i n a n c i a l  b e n e f i r  o f  c o s t - s h a r i n g .23 H i g h  c o s t - s h a r i n g ,  s p e c i f i c a l l y  

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

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

c a r e .  O n e  o f  t h e  p r i m a r y  p u r p o s e s  o f  t h e  P l a n  B e n e f i t  M o d e l  i s  t o  b a l a n c e  e m p l o y e r  s u s t a i n a b i l i t y  

a n d  e m p l o y e e  a f f o r d a b i l i t y .  T h e  P l a n  B e n e f i t  M o d e l  a i m s  t o  e n s u r e  b e n e f i c i a r y  a c c e s s  t o  e s s e n t i a l  c a r e  

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

E m p l o y e r - S p o n s o r e d  M a t e r n a l  a n d  C h i l d  H e ja l t h  B e n e f i t  C o s t s 1

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

t h e  U n i t e d  S t a t e s ,  P r i c e w a t e r h o u s e C o o p e r s  ( P w C )  d e v e l o p e d  a  c o s t  p r o j e c t i o n  m o d e l .  T h i s  m o d e l  

i n c l u d e d  d a t a  f r o m  P w C ’s  p r o p r i e t a r y  h e a l t h  i n s u r a n c e  c o s t  m o d e l  a n d  t h e  M c d s t a t  d a t a b a s e .

T h e  M e d s t a t :  d a t a b a s e  u s e d  i n  t h i s  a n a l y s i s  i n c l u d e d  i n f o r m a t i o n  o n  t h e  e x p e r i e n c e  o f  3  m i l l i o n  

m e m b e r s  c o v e r e d  b y  l a r g e - e t n p l o y e r  h e a l t h c a r e  b e n e f i t  p l a n s  d u r i n g  2 0 0 4 .  T h i s  d a t a  s e t  r e p r e s e n t s  

a  t y p i c a l  d i s t r i b u t i o n  o f  e n r o l l m e n t  b y  p l a n  t y p e  ( H M O ,  P P O ,  P O S ,  a n d  i n d e m n i t y  p l a n s )  a n d  

a v e r a g e  c o s t - s h a r i n g  p r o v i s i o n s  ( d e d u c t i b l e ,  c o n s u  r a n e e ,  a n d  c o p a y m e n t ) .  T h e  d a t a  w a s  n o r m a l i z e d  

t o  r e f l e c t  t h e  t y p i c a l  l e v e l  o f  c o s t s  f o r  a  h y p o t h e t i c a l  p o p u l a t i o n  o f  1 2 0 , 0 0 0  b e n e f i c i a r i e s  ( r e f e r  t o  

f i g u r e s  1 D ,  1 1\ .  a n d  1 F ) .

C h i l d r e n  a n d  a d o l e s c e n t s  

c o m p r i s e d  3 3 %  o f  t h e  

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

i n  t h e  M e d s t a t  d a t a  a n d  w e r e  

r e s p o n s i b l e  f o r  1 4 . 7 %  o f  t o t a l  

c o s t s  ( $ 4 9 . 5  m i l l i o n )  ( r e f e r  

t o  F i g u r e  I D ) .  C h i l d r e n  a n d  

a d o l e s c e n t s '  u s e  o f  h e a l t h c a r e  

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

c o s t s ,  w e r e  h i g h e s t  i n  t h e

fi t  s i y e a r  o f  l i l e  ( i n c l u d i n g  b i r t h )  a n d  d u r i n g  l a t e  a d o l e s c e n c e .  I f e a l t h c a t e  s e r v i c e s  f o r  c h i l d r e n  a n d  

a d o l e s c e n t s  w e r e  r e s p o n s i b l e  f o r  1 6 %  o f  i n p a t i e  n t  c o s t s ,  1 2 %  o f  o u t p a t i e n t  c o s t s ,  1 8 %  o l  p r o f e s s i o n a l  

s e r v i c e s / o f f i c e  v i s i t  i o s t s ,  1 ()"i> o l  p r e s s ,  r i p t i o n  d r u g  c o s t s ,  a n i l  2 4 %  o l  a n t i l l a r y  s e r v i c e  c o s t s .

F e m a l e s  c o m p r i s e d  5 4 . 6 %  o l  t h e  a d u l t  b e n e f i c i a r y  p o p u l a t i o n  a n d  w e r e  r e s p o n s i b l e  f o r  6 4 . 3 %  

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

r e s p o n s i b l e  f o r  3 . 8 %  ( 5 1 2 . 7  m i l l i o n )  o f  t o t a l  p l a n  c o s t s .

> u  ’  A v e r a g e  A n n u a l  C q s t  o f  B e n e f i t s  F o r  

C o v e r e d  C h i l d r e n  ; a n d  A d o l e s c e n t s

Newborns (0-1 year) $4,629
Children (1-12 years) $872

Adolescents (13-18 years) $1,125

All Children (0 18 years) $1,258

o
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Figure 1D: Health Plan Benefits for Large Employers, Average Benefits 
for a Plan with 120,000 Beneficiaries, 2004

B en e f i t s  for C h i ld ren  

=  $ 4 9 . 5  M il l ion

A du l t  F e m a l e  N o n - M a t e r n i t y  B e n e f i t s  

=  $ 1 7 1 . 5  M il l ion

N o l e s :  The p lan  e n ro l lm e n t  for th is  da ta  in c lu d es  act ive e m p loyees ,  re t i rees  u n d e r  65 ,  a n d  COBRA part ic ipants .  Dental benef it s  a re  not 

in c luded .  Benefi ts  for re t i rees  6 5  a n d  over  a re  not included.

S o u r c e :  P r ic e w a te rh o u se C o o p e rs  LLP. A ctuarial Analysis o l  the National Business Group on  Health's M aternal a n d  C h ild  Health P lan  

Benefit M odel, Atlanta, GA: P r ice w a te rh o u se C o o p e r s  LLP, A ugus t  2 007 .

Figure 1E: Beneficiary Healthcare Costs for Children and Adolescents, by Age, 2004

A g e  G r o u p  

( Y e a r s )

A v e r a g e  

N u m b e r  o f  

B e n e f i c i a r i e s

I n p a t i e n t

H o s p i t a l

S e r v i c e s

O u t p a t i e n t

H o s p i t a l

S e r v i c e s

P r o f e s s i o n a l
S e r v i c e s

P r e s c r i p t i o n
D r u g s

A n c i l l a r y

S e r v i c e s

00-00 1,664 $2,708 $242 $1,537 $67 $74
01-04 5,199 $177 $235 $569 $107 $58
05-09 7,613 $99 $154 $309 $135 $61
10-14 9,450 $126 $156 $307 $183 $71
15-19 10,099 $249 $279 $412 $249 $94
20-25 5,342 $367 $357 $493 $383 $110
Total 39,367 $301 $228 $446 $203 $79



Figure 1F: Total Plan Costs, by Age, 2004

A g e  G roup
A v e r a g e  

N u m b e r  of 
B e n e f i c i a r i e s

I n p a t i e n t  
/ H o s p i t a l  

(  S e r v i c e s

. O u t p a t i e n t
H o s p i t a l
S e r v i c e s

P r o f e s s i o n a l
S e r v i c e s

*

P r e s c r ip t i o n
. D r u g s

A n c i l l a ry
S e r v i c e s

Total .

. . . .
C h i ld re n

■ ■
39,367 $ 0 , 8 6 0 ,0 6 7 $8,992,537 $17,572,525 $7,979,406 $3,101,806 $49,506,342

A d u l ts
' •.•' ' •

80,633 S62.093.331 $64,069,727 $81,467,397 $68,911,505 $10,021,403 $286,563,363

All
B e n e f i c i a r i e s

120,000 $73,953,399 $73,052,264 $99,039,922 $76,890,911 $13,123,210 $336,069,705

D is t r ib u t io n  of B e n e f i t s 220% 21.7% 29.5% 22.9% 3.9% 100%

C h i l d r e n ' s  %  

o f  Total
3 3 % 1C% 12% 18% 10% 24% 15%

T h e  2 0 0 4  d a t a  s h o w n  a b o v e  w a s  o n e  o l  t h e  p r i m a r y  s o u r c e s  u s e d  t o  p r o j e c t  t h e  a v e r a g e  h e a l t h  

p l a n  c o s t s  l o r  2 0 0 7 .  T  h e  u p d a t e d  2 0 0 7  p l a n  c o s t s  w e r e  u s e d  t o  e s t i m a t e  t h e  i m p a c t  o f  t h e  P l a n  

B e n e f i t  M o d e l ’s  r e c o m m e n d e d  c h a n g e s  i n  p l a n  d e s i g n .  F o r  m o r e  i n f o r m a t i o n  o n  t h e  c o s t  i m p a c t  o f  

r e c o m m e n d  p l a n  d e s i g n  c h a n g e s ,  r e f e r  t o  P a r t  2 .

H e a l t h - R e l a t e d  C o s t s  f o r  E m p l o y e r s

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

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

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

W o r k p l a c e  B u r d e n

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

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

s i g n i f i c a n t  w o r k  i n t e r r u p t i o n s / '  W o r k i n g  p a r e n t s  w i t h  y o u n g  c h i l d r e n  i n  c h i l d c a r e  t y p i c a l l y  m i s s  9  

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

t o  1 3  c l a y s  o f  w o r k  a n n u a l l y  d u e  t o  c h i l d  i l l n e s s . r ’ T h e s e  

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

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

b r e a k d o w n s  c o s t  b u s i n e s s e s  i n  t h e  U n i t e d  S t a t e s  

a p p r o x i m a t e l y  S 3  b i l l i o n  d o l l a r s  e v e r y  y e a r . ” '

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

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

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

a v e r a g e  o f  2 0  m i s s e d  s c h o o l / c h i l d c a r e  d a y s ,  1 2  p r o v i d e r  o f f i c e  o r  e m e r g e n c y  d e p a r t m e n t  v i s i t s ,  a t  

1 . 7  h o s p i t a l i z a t i o n s . * 7 O n e  s t u d y  f o u n d  t h a t  t h e  m o t h e r s  o f  c h i l d r e n  w i t h  a  d e v e l o p m e n t a l  d e l a y  

d i s a b i l i t y  ( e . g . ,  c e r e b r a l  p a l s y ,  a u t i s m )  l o s e  a r o u n d  5  h o u r s  o l  w o r k  e a c h  w e e k ,  t o t a l i n g  2 5 0  h o u r . 1, 

p e r  y e a r .  T h i s  t r a n s l a t e d  i n t o  l o s t  p r o d u c t i v i t y  c o s t s  o f  $ 3 , 0 0 0  t o  $ 5 , 0 0 0  a  y e a r  ( a s s u m i n g  a n  l i o t t r h  

e m p l o y e e  c o s t  o l  $ 1 2  t o  $ 2 0 , i n c l u d i n g  f r i n g e  b e n e f i t s ) . :H

a n d

o r

r s

o
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T h e  w o r k p l a c e  b u r d e n  o f  c h i l d h o o d  i l l n e s s  

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

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

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

t o  c a r e  l o r  t h e m s e l v e s . ’ 1 I l l n e s s ,  i n j u r y ,  a n d  

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

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

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

e x p e n s i v e  i n j u r i e s  o f  a n y  a g e  g r o u p  a n d  r e q u i r e  

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

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

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

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

s i g n i f i c a n t  p a r e n t a l  s t r e s s .

b o t h  c h i l d  a n d  a d o l e s c e n t  

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

w o r k  c u t b a c k  o r .  i n  e x t r e m e  

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

w o r k f o r c e .  R e s e a r c h  s h o w s  

t h a t  w o r k / t i l e  b e n e f i t s  c a n  

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

w i t h  a c u t e  o r  c h r o n i c :  i l l n e s s  

o r  i n j u r i e s . 11 T h e s e  b e n e f i t s  

c a n  r e d u c e  t u r n o v e r  a n d  

i m p r o v e  p r o d u c t i v i t y . 3 i,!6

F a m i l y - F r i e n d l y  B e n e f i t s  

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

A  2 0 0 0  A m e r i c a  (■“  W o i k  . s u r v e y  f o u n d  t h a t  s e v e r a l  f a m i l y - f r i e n d l y  b e n e f i t s  w e r e  i n d e p e n d e n t l y  

r e l a t e d  t o  o r g a n i z a t i o n a l  c o m m i t m e n t .  E m p l o y e e s  w h o  h a d  a c c e s s  t o  ( a )  f l e x i b l e  w o r k  s c h e d u l e s ,  ( b )  

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

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

i n t e n t i o n  t o  q u i t  t h a n  e m p l o y e e s  w i t h o u t  a c c e s s  t o  t h e s e  b e n e f i t s . ' "

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

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

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

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

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

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



Figure 1G: Family-Friendly Benefits Offered by Large Employers, 2005
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S o u r c e :  Burke ME 2005 Benefits S u m y  Report. Alexandria, VA1 Society lor Human Resource Management 2035

S u m m a r y

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

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

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

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

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

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

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

a d o l e s c e n t s ,  a n d  p r e g n a n t  w o m e n .
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b o t h  P P O  a n d  H M O  p l a n  d e s i g n s .  

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

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

a n d  C h i l d  H e a l t h  P l a n  B e n e f i t  M o d e l  

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

p o p u l a t i o n .

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

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

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

e a r l y  d e t e c t i o n .
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I n t r o d u c t i o n

T h e  M a t e r n a l  a n d  C h i l d  H e a l t h  P l a n  B e n e f i t  M o d e l  ( P l a n  B e n e f i t  M o d e l )  p r o p o s e s  a  s e t  o f  e v i d e n c e  

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

b e n e f i t s  f o r  c h i l d r e n  a n d  a d o l e s c e n t s  ( a g e s  0  t o  2 1  y e a r s ) ,  a s  w e l l  a s  p r e c o n c e p t i o n ,  p r e g n a n t ,  a n d  

p o s t p a r t u m  w o m e n .

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

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

P l a n  B e n e f i t  M o d e l  i s  n o t  m e a n t  t o  h e  a  g o l d - s t a n d a r d ;  r a t h e r ,  i t  i s  t h e  N a t i o n a l  B u s i n e s s  G r o u p  o n  

H e a l t h ’s  ( B u s i n e s s  G r o u p ’s )  b a s e l i n e  r e c o m m e n d a t i o n  o n  w h i c h  b e n e f i t s  t i l l  l a r g e  e m p l o y e r s  s h o u l d  

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

T h e  P l a n  B e n e f i t  M o d e l  w a s  d e s i g n e d  t o :

1 . K n c o u r a g e  e v i d e n c e - i n f o r m e d  b e n e f i t  d e s i g n .

2 . l ' m p h a s i z e  p r e v e n t i o n  a n d  e a r l y  d e t e c t i o n .

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

4. I m p r o v e  s t a n d a r d i z a t i o n .

3 .  B a l a n c e  e m p l o y e e  a f f o r d a b i l i t y  a n d  e m p l o y e r  s u s t a i n a b i l i t y .

P l a n  B e n e f i t  M o d e l  D e s i g n

T h e  B u s i n e s s  G r o u p  u s e d  a  m u l t i - s t e p  p r o c e s s  t o  i d e n t i f y ,  s t r u c t u r e ,  a n d  e s t i m a t e  t h e  f i n a n c i a l  

i m p a c t  o f  t h e  h e a l t h  b e n e f i t s  r e c o m m e n d e d  i n  t h e  P l a n  B e n e f i t  M o d e l .

D e v e l o p m e n t

T h e  B u s i n e s s  G r o u p  e s t a b l i s h e d  t h e  M a t e r n a l  a n d  F a m i l y  I l e a l t h  B e n e f i t s  A d v i s o r y  B o a r d  ( B e n e f i t s  

A d v i s o r y  B o a r d )  t o  d e v e l o p  a n d  v e t  t h e  P l a n  B e n e f i t  M o d e l ,  a n d  t o  p r o v i d e  g u i d a n c e  o n  t h e  o v e r a l l  

p r o j e c t .  1 h e  B e n e f i t s  A d v i s o r y  B o a t d  c o n s i s t e d  o f  I d  B u s i n e s s  ( Ir< u p  m e m b e r  m e d i c a l  d i r e c t o r s ,  

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

t h e  A m e r i c a n  A c a d e m y  o f  F a m i l y  P h y s i c i a n s  ( A A F ' P ) ,  t h e  A m e r i c a n  A c a d e m y  o l  P e d i a t r i c s  ( A A P ) ,  

a n d  t h e  N a t i o n a l  A s s o c i a t i o n  o l  P e d i a t r i c  N u r s e  P r a c t i t i o n e r s  ( N A P N A P ) .  1 l i e  B e n e f i t s  A d v i s o r , - 

B o a r d  m e t  b e t w e e n  F e b r u a r y  2 ( ) 0 ( »  a n d  M a y  2 0 0  ‘ t o  d e s i g n  a n d  r e v i s e  t h e  P l a n  B e n e f i t  M o d i  I.

C o n t e n t  a n d  D a t a  S o u r c o s

T h e  b e n e f i t s  r e c o m m e n d e d  i n  t h e  P l a n  B e n e f i t  M o d e l  w e r e  a d a p t e d  f r o m  i l i n i c a l  g u i d e l i n e s  a n d  

( c c o m m e u d a t i o u s  d e v e l o p e d  b y  2 K  p r o f e s s i o n a l  o r g a n i z a t i o n s ,  h c a l t h c . i i e  g r o u p s ,  a n d  F e d e r a l  I n  i l t l i  

a g e n c i e s  ( r e f e r  t o  F i g u r e  2 A ) .  I n  o r d e r  t o  p r o m o t e  c o n s i s t e n c y  a n d  s t . m d a i d i / . u i n u ,  w e l l  c h i l d  c a t e  

b e n e f i t s  w e r e  m o d e l e d  o n  t h e / A m e r i c a n  A c a d e m y  o l  P e d i a t r i c s '  H r i g h t  I ' n t U M  ( i u i t i r l i n f t  (2 ,0 0 7 .  3 i d  

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

W h e n  c lit lie a l  g u i d e l i n e s  a n d  r e c o m m e n d a t i o n s  w c i o  n o t  a v a i l a b l e ,  i n d i i s t t y  M . u i d a t d  d e f i n i t i o n s  a n d  

b e n e f i t  c o v e t a g e  l i m i t s  w e t e  a p p l i e d .  I l i e  I c c i c i a l  I m p l u y c c s  I l e a l t h  B e n e f i t  P l a n  ( I  I I I B P )  w a s  u s e d



a x  t h e  i n d u s t r y  s t a n d a r d  d e f a u l t .  F E H B R  i s  t h e  l a r g e s t  g r o u p  m e d i c a l  p l a n  i n  r h e  U n i t e d  S t a t e s  a n d  i s  

r e v i e w e d  a n n u a l l y  t o r  a d e q u a c y .

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

r e v i e w e d  t h e  o r i g i n a l  d o c u m e n t s  a n d  d e v e l o p e d  t h e i r  o w n  “ e x p e r t  o p i n i o n ”  s t a t e m e n t .

F i g u r e  2A : O r g a n i z a t i o n s  C i t e d  in  t h e  P l a n  B e n e f i t  M o d e l

Advisory Committee on Immunization Practices (ACIP) ______________________________________

Agency lor Healthcare Resea.cn and Quality (AHRQ) _____

American Academy of Family Physicians (AAFP)

American Academy o! Ophthalmology ( A A O ) ______________________________________

American Academy ol Pediatric Dentistry (AAPD)________________________________________________________

American Academy of Pediatrics (AAP)

American Association lor Pediatric Ophthalmology and Strabismus (AAPQS)______________________________

American Association ol Certified Ortlioptists (AACO)___________________________________________________

American College ol Obstetricians and Gynecologists (ACOG)

American Dental Association (ADA) ___________________________________________

American Dietetic Association (ADA)

American Medical Association (AMA)

American Psychological Association (APA)_______________________________________________

American Speech-Language-Heaimg Association ( A S H A ) _______________________________

Bright Futures Guidelines

California Healthcare Foundation (Ch'CF) _________________ _____________

Center for Medicare and Medicaid Services (CMftS) _______

Centers for Disease  Control and Prevention (CPC)____________________________________________________

Eye Med________________________________________________________ __________________________

Federal Employee Hea'th Benefit P b n ( F U ‘BP)______________

Hospice FourJa t .on  ol Amer ca (HfA) ___ __________________________ ___________ __________________

Kaiser Family Foundation (Kf F)

National Academy ol Neuropsychology (NAN)

National Hr a an d  Palliative Care O i g a m / a t i o n ________________________________

U S '  Services Health  Care  S try  s(TirCate) _____________

U S  Breastfeeding Committee (USED)

. rtmr 1 of Health and Human Services. Bureau of Health Prof 

U G Pre.'ir t ' . c  Sf.'iv.C!; fa- k I vr.e ( U S P S N )

R e v i e w

l h i"  P l . i i i  B e n e f i t  M o d e l  w a s  r e v i e w e d  h y  t h e  B e n e f i t s  A d v i s o r y  B o a r d .  I n  a d d i t i o n ,  i n  a d  h o t  

c o m m i t t e e  o l  .’ <) i n d i v i d u a l s  a n d  o r g a n i z a t i o n s  r e v i e w e d  t h e  m o d e l  a n d  s u b m i t t e d  c o m m e n t s  a n d  

c o r r e c t i o n s .  T h e s e  e x t e r n a l  r e v i e w e r s  p r o v i d e d  a d d i t i o n a l  e x p e r t i s e  a n d  g u i d a n c e .  R e v i e w e r s  i n c . I n  1 cl 

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

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

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



E v i d e n c e - I n f o r m e d  C o v e r a g e

T h e  P l a n  B e n e f i t  M o d e l  w a s  i n f o r m e d  b y  m e d i c a l  e v i d e n c e .  S o m e  r e c o m m e n d e d  i n t e r v e n t i o n s  ( e . g . ,  

S T  I s c r e e n i n g )  a r e  e v i d c n c c - b a s c d .  O t h e r  r e c o m m e n d e d  i n t e r v e n t i o n s  d o  n o t  m e e t  t h e  s t r i n g e n t  

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

i m p r o v e m e n t .  T h e s e  i n t e r v e n t i o n s  a r e  b a s e d  o n  w h a t  is  c a l l e d  “ r e c o m m e n d e d  g u i d a n c e . ”

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

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

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

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

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

m o r t a l i t y ,  o r  i m p r o v e s  a  p e r s o n ’s  f u n c t i o n a l i t y .

A n  i n t e r v e n t i o n  i s  c o n s i d e r e d  “ c v i d c n c c - b a s c d ”  w h e n 1 7 :

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

r e d u c i n g  m o r b i d i t y  o r  m o r t a l i t y ;

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

•  T h e  e s t i m a t e d  c o s t  o f  t h e  i n t e r v e n t i o n  i s  r e a s o n a b l e  w h e n  c o m p a r e d  t o  i t s  e x p e c t e d  b e n e f i t ;  a n d

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

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

h e a l t h  s e r v i c e ,  b u t  l a c k s  t h e  s c i e n t i f i c  r e s e a r c h  s u p p o r t  i n  o r d e r  l o  b e  c o n s i d e r e d  e v i d e n c e - b a s e d .  E x p e r t  

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

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

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

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

o r  e  i d e n c e  i n d i c a t e s  m a y  b e  i n e f f e c t i v e  o r  u n s a f e . '  T h e  B u s i n e s s  ( i r o t t p  a n d  m a n y  i n d i v i d u a l  

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

e l i m i n a t i n g  w a s t e . '

E v i d e n c e - b a s e d  b e n e f i t  d e s i g n  i s  a  u s e f u l  a p p r o a c h  t o r  m a n y  a r e a s  o f  c l i n i c a l  c a r e .  I l o w e v e r .  i t  is  

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

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

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

h o w e v e r ;  i t  m o s t l y  r e f l e c t s  a  l a c k  o f  d o c u m e n t e d  s t u d y . *  M a n y  o r g a n i z a t i o n s  a n d  i n s t i t u t i o n s  a t e  

s v o i k i n g  t o  f i l l  t h e s e  e x i s t i n g  g a p s  i n  i n h u m a t i o n . *

I ’m i l  si i e n t i f i c  i e s e . i t i l u . m  b e  c o n d u c t e d  e m p l o y e i s  m u s t  f i n d  o t h e r  w a y s  t o  e v a l u a t e  t h e  u s e f u l n e s s  a n d  

a p p r o p r i a t e n e s s  o f  i I n k !  h e a l t h  i n t e r v e n t i o n s .  R e c o m m e n d e d  g u i d a n c e  ( e . g . ,  a n  e x p e r t  o p i n i o n  f r o m  a  

l e a d i n g  p t o f e s s i o n . i l  n i g a n i / a t i n n )  is  o n e  i m p o r t a n t  s o u r c e  o f  i n h u m a t i o n  i n  t h e  b e n e f i t  d e s i g n  p m c c s s .
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Evidence-based recommendations in pediatrics are limited due to3:
• Unique ethical issues regarding the withholding of treatment from vulnerable populations. It would be 

unthinkable for a clinician to withhold a long-standing treatment from a child in order to lest its utility; 
yet, that is what a true randomized controlled trial (RCT) would require.

• Lower levels of research investment. Children’s health problems (compared to adult issues) are less 
likely to be studied, and, when studied, the research is not as well funded.

• Challenges ol research in children. Children are more difficult to study than adults. For example, 
because children’s bodies change rapidly through the natural process of growth and development, 
the effect of a given intervention (e.g., counseling to promote weight loss in obese children) can be 
difficult to measure.

• Demographic challenges. Children aged 1 to 5 years in the United States are the most diverse in 
terms of race and ethnicity of any age cohort.

• Social determinants of health (e.g., poverty, education, social support) impact children to a far 
greater extent than adults.

T h e  P l a n  B e n e f i t  M o d e l  i s  b a s e d  p r i m a r i l y  o n  r e c o m m e n d e d  g u i d a n c e .  F o r  t h e  p u r p o s e  o f  

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

Evidence Rating Level
Evidence-Based Research 1
Recommended Guidance

• Expert Opinion
• Expert Panel
• Expert Consensus

2

Federally Vetted 3
Industry Standard 4

P l a n  B e n e f i t  M o d e l  G u i d a n c e

C o v e r e d  P o p u l a t i o n

I l i e  P l a n  B e n e f i t  M o d e l  i s  d e s i g n e d  t o  a d d r e s s  t h e  m h m n u M  h e a l t h  c a r e  n e e d s  o f  a  t a r g e t  p o p u l a t i o n :

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

2. C h i l d r e n  (0 t o  12 y e a r s  o f  a g e )  a n d  a d o l e s c e n t s  (13 t o  21 y e a r s  o l  a g e ) ,  i n c l u d i n g  t h o s e  w i t h  

s p e c i a l  h e a l t h  c a r e  n e e d s .

T h e  P l a n  B e n e f i t  M o d e l  d o e s  n o t  i n c l u d e  r e c o m m e n d a t i o n s  o n  b e n e f i t s  f o r  a d u l t  m e n  ( w i t h  t h e  

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

1 l i e  a d o l e s c e n t  a g e  l i m i t  ( 2 1  y c a t s )  is  c o n s i s t e n t  w i t h  c o m m o n l y  a c c e p t e d  d e f i n i t i o n s  F o r  

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

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

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

m o t h e r  a n d / o r  r e t r o s p e c t i v e l y  t o  t h e  n e w b o r n  c h i l d  o n c e  a n  a p p l i c a t i o n  l o r  t h e  c h i l d ’s h e a l t h  c o v e t  a g e  

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

c o m p l e t e d  a n d  s u b m i t t e d  t o  t h e  e m p l o y e r ’s  h e a l t h  p l a n  w i t h i n  3 0  c l a y s  o f  b i r t h ,
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R e f e r e n c e d  H e a l t h  P l a n s

T h e  P l a n  B e n e f i t  M o d e l  w a s  d e s i g n e d  t o  s u p p o r t  t w o  c o m m o n  m a n a g e d  c a r e  p l a n  d e s i g n s :  p r e f e r r e d  

p r o v i d e r  o r g a n i z a t i o n s  ( P P O s )  a n d  h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n s  ( H M O s ) .  T h e s e  t w o  

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

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

d e s i g n s ,  s u c h  a s  c o n s u m e r - d i r e c t e d  h e a l t h  p l a n s  ( G D I  I P s ) ;  h o w e v e r ,  r e s t r u c t u r i n g  w o u l d  b e  r e q u i r e d .

C o v e r e d  S e r v i c e s

C o v e r e d  s e r v i c e s  d e s c r i b e d  i n  t h e  P l a n  B e n e f i t  M o d e l  a r e  d e s i g n e d  t o  s u p p o r t  a  r a n g e  o f  h e a l t h c a r e  

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

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

•  P r e v e n t i v e  S e r v i c e s  a r e  d e s i g n e d  t o  d e t e c t  t h e  e x i s t e n c e  o f ,  o r  r i s k  f o r ,  d i s e a s e s ,  c o n d i t i o n s ,  

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

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

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

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

•  P h y s i c i a n / P r a c t i t i o n e r  S e r v i c e s  s u p p o r t  t h e  d e l i v e r y  o f  c a r e  b y  i n d i v i d u a l  h e a l t h  

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

•  E m e r g e n c y  C a r e ,  H o s p i t a l i z a t i o n ,  a n d  O t h e r  F a c i l i t y - B a s e d  C a r e  a d d r e s s  a c u t e  h e a l t h  c a r e  

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

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

p e r f o r m e d  i n  a  p r a c t i t i o n e r s  o f f i c e ,  t h e  b e n e f i c i a r y ’s  h o m e ,  o r  i n  a  h e a l t h c a r e  f a c i l i t y .

•  L a b o r a t o r y ' ,  D i a g n o s t i c ,  A s s e s s m e n t ,  a n d  T e s t i n g  S e r v i c e s  a r e  u s e d  t o  d e t e r m i n e  t h e  

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

P l a n  B e n e f i t  M o d e l  K e y  C o n c e p t s

C o s t - S h a r i n g

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

a  h e a l t h  p l a n .  W h i l e  e m p l o y e e  c o s t - s h a r i n g  is  a n  e f f e c t i v e  e o s t - c o n t a i n m e n t  s t r a t e g y ,  m a n y  e x p e r t s  

b e l i e v e  t h a t  e m p l o y e r s '  h a v e  m a x i m i z e d  t h e  f i n a n c i a l  b e n e f i t  o f  c o s t - s h a r i n g .  I f i g h  c o s t - s h a r i n g ,  

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

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

K e s e . u a  It h a s  s h o w n  t h a t  a s  t h e  c o s t  o f  h e a l t h c a r e  i n c r e a s e s  f o r  b e n e f i c i a r i e s ,  u t i l i z a t i o '  o f  t ’ ' n e c e s s a r y  

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

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

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

h a d  h e  01  s h e  s o u g h t  c a t e  w h e n  s y m p t o m s  f i r s t  e m e r g e d .

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

b a r r i e r s  w h c r c v e i  p o s s i b l e .  T h e  P l a n  B e n e f i t  M o d e l  a i m s  t o  b a l a n c e  e m p l o y e  • a f f o r d a b i l i t y  a n d  

e m p l o y e r  s u s t a i n a b i l i t y .
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Growth in healthcare premiums has consistently outpaced both inflation and growth in workers’ earnings tor 
the oast 20 years.8 Between 2000 and 2005, the cost of buying coverage for an employee (i.e., the employee’s 
share of the premium) increased 61% ($273) for ingle coverage and 60% ($971) for family coverage.9 Family 
out-of-pocket costs for medical care are also on the rise. In 2003,18.2% of families with employer-sponsored 
health coverage spent 10% or more of their annual income on medical expenses (premiums and copayment/ 
coinsurance), compared to 14.2% in 1996. This represents a 28% increase over 8 years.8

T y p i c a l  c o s t - s h a r i n g  m e t h o d s  i n c l u d e :  p r e m i u m s ,  d e d u c t i b l e s ,  c o p a y m e n t  o r  c o i n s u r a n c e ,  a n n u a l  

o u t - o f - p o c k e t  m a x i m u m s ,  a n d / o r  l i f e t i m e  m a x i m u m s .  T h e  P l a n  B e n e f i t  M o d e l  i n c l u d e s  t h e  f o l l o w i n g  

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

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

•  P r e v e n t i v e  S e r v i c e s .  T h e  P l a n  B e n e f i t  M o d e l  r e c o m m e n d s  z e r o  c o s t - s h a r i n g  f o r  p r e v e n t i v e  

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

•  P r e m i u m .  I f  e m p l o y e r s  r e q u i r e  e m p l o y e e s  t o  c o n t r i b u t e  t o w a r d  t h e  c o s t  o f  h e a l t h  b e n e f i t s ,  t h e  

P l a n  B e n e f i t  M o d e l  r e c o m m e n d s  a n  a m o u n t  b e t w e e n  1 5 %  a n d  2 5 %  o f  t h e  t o t a l  p l a n  c o s t . 10 

I n  2 0 0 7 ,  t h e  a v e r a g e  c o s t  o f  c o v e r a g e  w a s  a p p r o x i m a t e l y  $ 4 , 3 6 0  f o r  i n d i v i d u a l  c o v e r a g e  a n d  

$ 1 2 , 1 1 0  f o r  f a m i l y  c o v e r a g e  ( t h e s e  f i g u r e s  i n c l u d e  e m p l o y e r  i t u r l e m p l o y e e  p r e m i u m  c o s t s ) . 11 

T w e n t y  p e r c e n t  ( 2 0 % )  c o s t - s h a r i n g  w a s  a p p l i e d  t o  t h e s e  n u m b e r s  i n  o r d e r  t o  c a l c u l a t e  t h e  

f o l l o w i n g  r e c o m m e n d e d  p r e m i u m s :

) I n d i v i d u a l  ( 1 ) :  $ 8 7 0

> I n d i v i d u a l  p l u s  o n e  d e p e n d e n t  ( 2 ) :  $ 1 , 7 4 0

0  F a m i l y  ( 3 + ) :  $ 2 , 4 2 0

I f  a  h i g h e r  p r e m i u m  a m o u n t  i s  r e q u i r e d ,  t h e  P l a n  B e n e f i t  M o d e l  r e c o m m e n d s  l o w e r i n g  

t h e  m a x i m u m  o u t - o f - p o c k e t  l i m i t  b y  a  s i m i l a r  p e r c e n t a g e .  T h e  P l a t t  B e n e f i t  M o d e l  a l s o  

r e c o m m e n d s  u s i n g  s c a l e d  p r e m i u m s  t h a t  a r e  c o n s i s t e n t  w i t h  a n  e m p l o y e r ’s  s a l a r y  h a n d i n g  

m e t h o d o l o g y .

• D e d u c t i b l e .  T h e  P l a n  B e n e f i t  M o d e l  r e c o m m e n d s  a g a in s t  u s i n g  d e d u c t i b l e s  b e c a u s e  t h e y  

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

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

•  O u t - o f - P o c k e t  (OOP) M a x i m u m .  O O P  m a x i m u m s  p r o t e c t  b e n e f i c i a r i e s  f r o m  m o u n t i n g  c o s t -  

s h a r i n g  r e q u i r e m e n t s  ( p r e m i u m  c o s t s  a n d  c o p a y m e n t / c o i n s u r a n c e ) .  I f  a n  e m p l o y e r  i n c l u d e s  a  c o s t -  

s h a r i n g  p r o v i s i o n ,  t h e  P l a n  B e n e f i t  M o d e l  r e c o m m e n d s  t h e  f o l l o w i n g  a n n u a l  t o t a l  O O P  s c h e d u l e * :

1 I n d i v i d u a l  ( 1 ) :  $ 2 , 3 7 ( 1  t o t a l  ( $ 1 , 5 0 0  m a x i m u m  c o p a y m e n t / c o i n s u r a n c e ,  p l u s  $ . 8 7 0  p r e m i u m ) .

> I n d i v i d u a l  p l u s  o n e  d e p e n d e n t  (2): $ 5 , 4 2 0  t o t a l  ( $ 3 , 0 0 0  m a x i m u m  c o p a y m e n t /  

c o i n s u r a n c e ,  p l u s  $ 1 , 7 4 0  p r e m i u m ) .

> F a m i l y  ( 3 0 : $ 5 , 4 2 0  t o t a l  ( $ 3 , 0 0 0  m a x i m u m  c o p a y m e n t / c o i n s u r a n c e ,  p l u s  $ 2 , 4 2 0  p i e m i u m ) .  

' N o t e  t h a t  t h e s e  r e c o m m e n d e d  O O P  m a x i m u m s  in c l u d e  d e n t a l  a n d  v i s i o n  o u t - o f - p o c k e t  

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

•  C o p a y m e n t .  T h e  P l a n  B e n e f i t  M o d e l  r e e o n u n e n d s  a  c o p a y m e n t  s c h e d u l e  f o r  t h e  I ! M ( ) 

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

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

s e r v i c e s  a r e  r e q u i r e d  t o  p a y  m o r e  i n  o u t - o f - p o c k e t  c o s t s  t h a n  t h o s e  w h o  u s e  f e w e r  s e r v i c e s ) .

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

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

c o p a y m e n t  c o s t s  t h r o u g h  t h e  O O P  m a x i m u m  n o t e d  a b o v e .
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•  C o i n s u r a n c e .  T h e  P l a n  B e n e f i t  M o d e l  

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

P P O  m o d e l .  C o i n s u r a n c e  i s  a  d i s i n c e n t i v e  

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

i t  a l s o  s c a l e s  o u t - o f - p o c k e t  s p e n d i n g  w i t h  

s e r v i c e  u s e .  T h i s  s c h e d u l e  e x c l u d e s  p r e v e n t i v e  

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

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

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

e x c e s s i v e  c o i n s u r a n c e  c o s t s  t h r o u g h  t h e  O O P  

m a x i m u m  n o t e d  a b o v e .

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

P l a n  B e n e f i t  M o d e l  f o r  r e a s o n s  o f  e q u i t y .

C o m m u n i c a t i o n

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

E m p l o y e e  R e t i r e m c n r  I n c o m e  S e c u r i t y  A c t  ( E R I S A )  

o f  1 9 7 4  a r e  r e q u i r e d  t o  p r o v i d e  p l a n  p a r t i c i p a n t s  w i t h  

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

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

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

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

c o n t a i n e d  i n  2 9  C F R  -  C H A P T E R  X X V  -  P A R T  2 5 2 0  r e g a r d i n g  t h e  p u b l i c a t i o n  o f  h e a l t h  p l a n  

p r o v i s i o n s  i n  a  s u m m a r y  p l a n  d e s c r i p t i o n  ( S P D ) .  E m p l o y e r s  a r e  e n c o u r a g e d  t o  d e v e l o p  t h e i r  o w n  p l a n  

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

i C O B R A  e l i g i b i l i t y  a n d  a d m i n i s t r a t i o n  p r o c e d u r e s .

■ > C l a i m s  a d m i n i s t r a t i o n  p r o c e d u r e s .

> E l i g i b i l i t y  r e q u i r e m e n t s .

i P r o v i d e r  n e t w o r k  a d m i n i s t r a t i o n  r u l e s .

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

P l n n  S t r u c t u r e

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

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

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

q u a l i t y  a n d  t i m e l i n e s s  i n  s p e c i f i c  s i t u a t i o n s .  C r o u p  c a r e  i s  m o s t  r e l e v a n t  f o r  e d u c a t i o n - b a s e d  

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

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

a d m i n i s t r a t o r ( s ) .

•  T h e  P l a n  B e n e f i t  M o d e l  a l s o  t e i o m n i e n d s  t h a t  c a r e  d e l i v e r e d  b y  a  “ h e a l t h c a r e  t e a m  ' b e  

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

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

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

d e n i e d .  I l i e  d e n i a l  o f  s u c h  c l a i m s  i n h i b i t s  e f f i c i e n t  r e f e r r a l s  ( e . g . ,  t h e  i m m e d i a t e  r e f e r r a l  f r o m



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

•  A  n e t w o r k ,  f o r  t h e  p u r p o s e  o f  a  P P O  o r  a n  H M O ,  i s  t y p i c a l l y  a  g e o g r a p h i c  a r e a  d e s i g n a t e d  

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

n e t w o r k "  o r  “ o u t - o f - n e t w o r k . ”  T h e  P l a n  B e n e f i t  M o d e l  p r o v i s i o n s  r e c o m m e n d e d  h e r e  o n l y  

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

n e t w o r k  p r o v i s i o n s ,  a s  a p p r o p r i a t e .

•  P l a n  c o o r d i n a t i o n .  T h e  P l a n  B e n e f i t  M o d e l  s t r o n g l y  e n c o u r a g e s  e m p l o y e r s  t o  c o o r d i n a t e  

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

h e a l t h ) .  B e n e f i c i a r i e s  a r e  o f t e n  c o n f u s e d  b y  m u l t i p l e  p l a n  a d m i n i s t r a t i o n  r u l e s  a n d  c o s t -  

s h a r i n g  r e q u i r e m e n t s ,  a n d  e m p l o y e r s  s o m e t i m e s  d u p l i c a t e  p a y m e n t  f o r  l i k e  s e r v i c e s  ( e . g . ,  E A P  

a n d  m e n t a l  h e a l t h  t r e a t m e n t  s e r v i c e s ) .

•  F l e x  b e n e f i t s .  I h e  P l a n  B e n e f i t  M o d e l  r e c o m m e n d s  t h a t  e m p l o y e r s  “ I l e x "  b e n e f i t s  f o r  c h i l d r e n  

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

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

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

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

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

o  P r o v i d i n g  a d d i t i o n a l  b e n e f i t s  f o r  h i g h - r i s k  p o p u l a t i o n s  ( e . g . ,  i n c r e a s i n g  p r e v e n t i v e  d e n t a l  c a r e  

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

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

K e y  D e f i n i t i o n s  t h a t  G o v e r n  P l a n  P r o v i s i o n s

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

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

t h a t  g u i d e  t h e  P l a n  B e n e f i t  M o d e l  a r e  l i s t e d  b e l o w .  E a c h  d e f i n i t i o n  w a s  c r e a t e d  o r  a d a p t e d  t o  m e e t  t h e  

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

M e d i c a l  N e c e s s i t y  

M e d i c a l l y  n e c e s s a r y  c a r e  is :

•  P r e s c r i b e d  b y  a  p h y s i c i a n  o r  o t h e r  q u a l i f i e d  h e a l t h c a r e  p r o v i d e r . '

•  R e q u i r e d  t o  p r e v e n t ,  d i a g n o s e ,  o r  t r e a t  a n  i l l n e s s ,  i n j u r y ,  o r  d i s c n . s c  o r  i t s  s y m p t o m s ;  

h e l p  m a i n t a i n ,  i m p r o v e ,  o r  t e s t o r e  t h e  i n d i v i d u a l ’s  h e a l t h  o r  f u n c t i o n a l  c a p a c i t y ;  p r e v e n t  

d e t e r i o r a t i o n  o f  t h e  i n d i v i d u a l ’s  c o n d i t i o n ;  o r  r e m e d y  d e v e l o p m e n t a l  d e l a y s  o r  d i s a b i l i t i e s .

•  ( l a t e r a l l y  a g r e e d  t o  b e  o l  c l i n i c a l  v a l u e .

•  C l i n i c a l l y  c o n s i s t e n t  w i t h  t h e  p a t i e n t ' s  d i a g n o s i s  a n d / o r  s y m p t o m s .

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

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

'  I h r  f a i l  (ti n  - . r i v u c s  .ite |>iovii!fil, | - t c \ c illicit, h i  . ipp tnv r i i  h y  I p ltys tc l jo  ill o th e r  i p u l l f i n l  h  l l t l u . u r  p in v o lc t  t lors  n o t  i n  Jlli l o f  

i t sell m o m  tli.it th e  service  i s  in c d i t j l l y  necessary.

11 (  .lie  shonltl no t  l i e  prim ar ily  liir the  m i m  n ie iue  of t l i r  patien t,  physician , n r  .innihcr hr. ili lu .i ie  pinviilcl  ( r  j>„ c l i t t ivc i rs . i lc .n l  ilclivcry), 

1 ( c i r  s h o u ld  h r  i r m l c l o l  in  th e  least in tens ive  vriiiiiy, a p p r o p r i a t e  lor th e  t l c l iv n y  o f  th e  v c iv i i r ,  p i o t r i h n e ,  m  r i | i i i p m r n t .
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C h i l d r e n  W i t h  S p e c i a l  H e a l t h  C a r e  N e e d s

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

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

s e r v i c e s  o f  a  t y p e  o r  a m o u n t  b e y o n d  t h a t  u s u a l l y  r e q u i r e d  b y  c h i l d r e n  o f  t h e  s a m e  a g e , 12 C h i l d r e n  

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

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

C a s e  M a n a g e m e n t

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

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

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

t h e  p a t i e n t ’s  h e a l t h c a r e  t e a m  -  d e v e l o p s ,  m o n i t o r s ,  a n d  r e v i s e s  a  p l a n  t h a t  o u t l i n e s  t h e  p a t i e n t s  

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

d e l i v e r y  o f  t h e  f o l l o w i n g  s e r v i c e s :

•  A r r a n g e m e n t  f o r  c o m m u n i t y  s e r v i c e s .

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

•  B e n e f i t  a d m i n i s t r a t i o n .

•  B e n e f i t  e d u c a t i o n / o p t i m i z a t i o n  a n d  p r o v i d e r / f a c i l i t y  s e l e c t i o n .

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

s e r v i c e s ,  s c h o o l  c o u n s e l o r s ) .

•  C r i s i s  i n t e r v e n t i o n .

•  f a m i l y  c o n s u l t a t i o n .

•  P a t i e n t  e d u c a t i o n .

•  P a t i e n t  a d v o c a c y .

I h e  P l a n  B e n e f i t  M o d e l  r e c o m m e n d s  t h a t  a l l  c h i l d r e n  w i t h  s p e c i a l  h e a l t h  c a r e  n e e d s  a n d  a l l  w o m e n  

w i t h  h i g h - r i s k  p r e g n a n c i e s  h a v e  a c c e s s  t o  c a s e  m a n a g e m e n t  s e r v i c e s .

E x p e r i m e n t a l  T r e a t m e n t  M o d a l i t i e s

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

•  T h e r e  is  i n s u f f i c i e n t  o u t c o m e  t i a r a  t o  s u b s t a n t i a t e  t h e  t r e a t m e n t ’s  s a f e t y .

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

e v a l u a t i o n ,  o r  m a n a g e m e n t  o f  t h e  p a t i e n t ’s  i l l n e s s ,  i n j u r y ,  d i s e a s e ,  01  i t s  s y m p t o m s ,  o r ;  

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

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

•  T h e  t i e a t m c n t  i s  n o t  o f  p r o v e n  b e n e f i t  o r  n o t  g e n e t . i l l y  r e c o g n i z e d  b y  t h e  m e d i c a l  

c o m m u n i t y  a s  e f f e c t i v e  o r  a p p r o p n  t i e  f o r  t h e  p a t i e n t ’s  s p e c i f i c  d i a g n o s i s .

•  T h e  t r e a t m e n t  h a s  n o t  b e e n  g r a n t e d  r e q u i r e d  I D A  a p p r o v a l  f o r  m a r k e t i n g . '

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

* I Ills i l i t r i im i  lines mil  rs i  lu i l r  'nil I-iIkT  use

G  id



P l a n  I n t e g r a t i o n

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

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

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

i n t e g r a t i o n  o p p o r t u n i t i e s  i n c l u d e :

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

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

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

•  C o l l a b o r a t e  w i t h  d i s a b i l i t y  p l a n  a d m i n i s t r a t o r s  r e g a r d i n g  r e t u r n - t o - w o r k  s t r a t e g i e s  f o r  

p o s t p a r t u m  w o m e n .

•  C o o r d i n a t e  p l a n  b e n e f i t  a d m i n i s t r a t i o n  a c t i v i t i e s  w i t h  e m p l o y e e  a s s i s t a n c e  p r o g r a m  ( M A P )  

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

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

t r a i n i n g  s e s s i o n s .

•  I n c l u d e  w e l l  c h i l d  c a r e  a n d  p r e n a t a l  c a r e  r  n i r c c s  i n  h e a l t h  p r o m o t i o n  m a t e r i a l s .

•  I n c o r p o r a t e  m a t e r n a l  a n d  c h i l d  h e a l t h  n e e d s  i n t o  e x i s t i n g  w o r k s i t e - b a s e d  h e a l t h  p r o m o t i o n  

p r o g r a m s  a n d  p o l i c i e s  ( e . g . ,  h e a l t h y  c a f e t e r i a ,  o n - s i t e  i m m u n i z a t i o n s ,  c a m p u s - w i d e  s m o k i n g  b a n ) .

A c t u a r i a l  A n a l y s i s

P u r p o s e

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

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

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

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

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

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

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

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

o r  u n p r o v c n  s e r v i c e s . 1 ' E m p l o y e r s  h a v e  a l s o  b e g u n  

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

d e s c r i b e d  i n  t h e  p r e v i o u s  s e c t i o n .

( . ' o n c e p t s  o f  e v i d e n c e  a n d  v a l u e  h a v e  h e l p e d  

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

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

r e m a i n s  a  c r i t i c a l  f . u  t o r  i n  e m p l o y e r s ’ r e s o u r c e  

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

t h e  c o s t  o f  a d o p t i n g  t h e  E l a n  B e n e f i t  M o d e l  

r e e o m m e i u l . i t i o n s ,  t h e  B u s i n e s s  G r o u p  s p o n s o r e d  

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

a n a l y s i s  e s t i m a t e d  t h e  c o s t  i m p a c t  o f  t h e  m o d e l ' s  

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



Plan Implementation Guidance Document

p l a n s  ( H M O  a n d  P P O  p l a n  t y p e s ) ,  f l i c  a n a l y s i s  p r o v i d e s  c o s t - i r n p a c t  a s s e s s m e n t s  o f  t h e  f o l l o w i n g :

•  f l i c  P l a n  B e n e f i t  M o d e l  ( i n  w h o l e ) ;

•  E a c h  s e r v i c e  c a t e g o r y  ( e . g . ,  p r e v e n t i v e  s e r v i c e s ) ;  a n d

•  E a c h  r e c o m m e n d e d  l i n c - i t c m  b e n e f i t  ( e . g . ,  i m m u n i z a t i o n s ) .

I h e  m e t a - a n a l y s i s  w a s  c o n d u c e d  b y  P r i c c w a t e r h o u s e C o o p e r s ,  L L P  ( P w C )  i n  c o n j u n c t i o n  w i t h  t h e

B u s i n e s s  G r o u p .

P r o c e s s

I n  o r d e r  t o  e s t i m a t e  t h e  c o s t  i m p a c t  o f  t h e  P l a n  B e n e f i t  M o d e l ,  P w C :

1 .  I d e n t i f i e d  I n t e r n a t i o n . i l  C l a s s i f i c a t i o n  o f  D i s e a s e s  V e r s i o n  9  ( I C D - 9 )  d i a g n o s e s  c o d e s  

s u n n o r t c d  b y  t h e  P l a n  B e n e f i t  M o d e l /

2 . U s e d  t h e s e  c o d e s  a n d  t h e  P l a n  B e n e f i t  M o d e l  r e c o m m e n d a t i o n s  t o  c o n s t r u c t  a  b e n c h m a r k  

m o d e l ,  c a l l e d  t h e  P r i c c w a t e r h o u s e C o o p e r s ’

H M O / P P O  B e n c h m a r k  M o d e l  ( H M O /

P P O  B e n c h m a r k  M o d e l )  ( F i g u r e  2 B ) .

3 .  P r i c e d  t h e  I C D - 9  c o d e s  a n d  d e v e l o p e d  

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

H M O / P P O  B e n c h m a r k  M o d e l  u s i n g  P w C  

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

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

a n d  p u b l i c - s e c t o r  s o u r c e s  ( e . g . ,  p e e r - r e v i e w e d  j o u r n a l  a r t i c l e s ,  m e t a - a n a l y s e s ) .

4 .  U s e d  k e y  a t t r i b u t e s  o f  t h e  I I M O / P P O  B e n c h m a r k  M o d e l  t o  i l l u s t r a t e  t h e  e m p l o y e r  a n d  

e m p l o y e e  c o s t s  o f  a  s t a n d a r d  I I M O  a n d  P P O .  T h e s e  p l a n  c o s t s  w e r e  t h e n  a p p l i e d  t o  t h e  P l a n  

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

P l a n  B e n e f i t  M o d e l  r e c o m m e n d a t i o n s  t o  a  t y p i c a l  l a t g e - c m p l o y e r  h e a l t h  p l a n .

H M O / P P O  B e n c h m a r k  M o d e l

I l i e  I I N K ) / P P ( )  B e n c h m a r k  M o d e l  ( F i g u r e  2 B )  p r o v i d e s  e s t i m a t e s  o l  t h e  a v e r a g e  c o s t  o f  t y p i c a l  

l a r g e - e m p l o y e r  h e a l t h  p l a n  (1 I M O  a n d  P P O  p l a n  t y p e s ) .  I ' l i e  c o s t s  a r e  m o d e l e d  f o r  2 0 0 7  a n d  

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

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

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

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

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

I h e  I I M O / P P O  B e n c h m a r k  M o d e l  w a s  b a s e d  o n  t h e  f o l l o w i n g  s o u r c e s :

•  P w C  1 p r o p r i e t a r y  h e a l t h  i n s u r a n c e  c o s t  m o d e l s ;

•  l a r g e - e m p l o y e r  c l a i m s  e x p e r i e n c e  I r o m  t h e  M e d s t a t  d a t a b a s e  o l  3  m i l l i o n  m e m b e r s  f o r  

s e r v i c e s  i n c u t  r e d  i n  2 0 0 4 ;  a n d

•  P u b l i s h e d  h e a l t h c a r e  c o s t  r e p o r t s

'I s a n a c tU a r la i . i^ b d e l th a tP v v C iy  
/created In. order to  develop cost* 
f impact estimates for the M a te r -;>  •' ..j -■ < ■ « nefi tn a i a n a  u n u a  n e a i tn  i-ian ue i 
. Modal (Plan Benefit Model).



Figure 2B: PricewatcrhouseCoopers’ HMO/PPO Benchmark Model
"S ' ' 1°  : A v e r a g e  A l l o w e d  C o s t s A m o u n t  P a i d  b y  E m p l o y e e s A m o u n t  P a i d  b y  E m p l o y e r s

H M O  p l a n  c o s t s  

A v e r a g e  p e r  m e m b e r  

p e r m o n l l i  ( P M P M ) $ 3 2 2 . 0 7 $ 2 9 .9 8 $ 2 9 2 . 1 0

A v e r a g e  p e r  e m p l o y e e  

p e r  y e a r ( P E P Y ) $ 8 ,1 1 6 $ 7 5 5 $7 ,361

• * •

P P O  p l a n  c o s t s  

. ' v e r a g e  p e r  m e m b e r  

p e r  m o n t h  ( P M P M ) $ 3 9 0 .3 1 $ 8 6 .5 2 $ 3 0 3 .7 9

A v e r a g e  p e r  e m p l o y e e  

p e r  y e a r ( P E P Y ) $ 9 ,8 3 6 $ 2 ,1 8 0 $ 7 , 6 5 6

N o le :  rhe Lenchrnark model may include covered services that are ro t  applicable lo an individual employer's population.

H M O / P P O  B e n c h m a r k  M o d e l  T e r m i n o l o g y

I l i e  f o l l o w i n g  i t e m s  d e s c r i b e  t e r m i n o l o g y  u s e d  i n  d i e  H M O / P P O  B e n c h m a r k  M o d e l :

•  A v e r a g e  A l l o w e d  C h a r g e s  P M P M  r e p r e s e n t s  b i l l e d  c l i a r g  s  ( l e s s  p r o v i d e r  d i s c o u n t s )  a n d  is

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

•  A m o u n t  P a i d  b y  E m p l o y e e s .  T h e  e s t i m a t e d  c o s t  o f  s e r v i c e s  p a i d  b y  e m p l o y e e s  d e p e n d s  o n  t h e

c o s t - s h a r i n g  p r o v i s i o n s  o l  t h e i r  h e a l t h  p l a n .  I n  o r d e r  t o  f a c i l i t a t e  c o m p a r i s o n s  t o  .1 k n o w n  p l a n

d e s i g n ,  t h e  f o l l o w i n g  c o s t - s h a r i n g  p r o v i s i o n s  w e r e  u s e d  i n  t h e  H M O / P P O  B e n c h m a r k  M o d e l :

j  H M O  M e d i c a l  C o s t - S h a r i n g .  I I M O  c o s t - s h a r i n g  f o r  m e d i c a l  s e r v i c e s  i n c l u d e s  $ 10  

c o p a y m e n t  f o r  p r i m a r y  c a r e  o t f i c e  v i s i t s ,  $ 2 5  c o p a y m e n t  f o r  s p e c i a l i s t  o f f i c e  v i s i t s ,  $ 1 0 0  

c o p a y m e n t  f o r  e m e r g e n c y  d e p a r t m e n t  v i s i t s  a n d  i n p a t i e n t  h o s p i t a l  a d m i s s i o n s ,  S 5 0  c o p a y m e n t  

f o r  o u t p a t i e n t  s u r g e r y ,  a n d  2 0 %  c o i n s u r a n c e  f o r  d u r a b l e  m e d i c a l  e q u i p m e n t  ( D M K ) .

> P P O  M e d i c a l  C o s t - S h a r i n g .  P P O  c o s t - s h a r i n g  f o r  m e d i c a l  s e r v i c e s  i n c l u d e s  a  $ 2 5 0  

d e d u c t i b l e ,  2 0 %  c o i n s u r a n c e ,  a n d  .1 $ 2 , 5 0 0  o u t - o f - p o c k e t  ( O O P )  m a x i m u m .  I h e  d e d u c t i b l e  

a n d  O O P  m a x i m u m  a r e  o n  a  p e r  m e m b e r  b a s i s .  T h e  f a m i l y  d e d u c t i b l e  is  $ 5 0 0 ,  a n d  t h e  

f a m i l y  < ) ( ) P  m a x i m u m  is  $ 5 , 0 0 0 .  N o t e  t h a t  t h i s  p l a n  d e s i g n  d o e s  n o t  h a v e  a  f i x e d  d o l l a r  

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

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

o  P r e s c r i p t i o n  D r u g s .  I o r  b o t h  I I M O . u n i  P P O  p l a n s ,  c o s t - s h a r i n g  i n c l u d e s  $ 1 0  

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

R e q u i r e d  c o p a y m e n t  f o r  m a i l - o r d e r  p r e s c r i p t i o n s  w i t h  a  9 0 - d a y  s u p p l y  a t e  $ 2 0  f o r  g e n e r i c  

p r e s c r i p t i o n s  a n d  $ 5 0  l o r  b r a n d  p r e s c r i p t i o n s .  P r e s c r i p t i o n  d r u g s  a r e  n o t  s u b j e c t  •<> a n  

O O P  m a x i m u m  i n  t h e  H M O / P P O  B e n c h m a r k  M o d e l .
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o  D e n t a l .  F o r  b o t h  P P O  a n d  H M O  p l a n s ,  c o s t - s h a r i n g  i n c l u d e s  a  $ 5 0  d e d u c t i b l e .  T h e r e  is  

n o  c o i n s u r a n c e  f o r  p r e v e n t i v e  s e r v i c e s ,  2 0 %  c o i n s u r a n c e  f o r  r e s t o r a t i v e  s e r v i c e s ,  a n d  5 0 %  

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

e m p l o y e r  i s  $ 2 , 5 0 0  p e r  m e m b e r ,  w i t h  a  $ 5 , 0 0 0  f a m i l y  m a x i m u m .

o  V i s i o n .  F o r  b o t h  P P O  a n d  H M O  p l a n s ,  v i s i o n  e x a m s  r e q u i r e  a  $ 2 5  c o p a y m e n t  a n i l  t h e  

m a x i m u m  a n n u a l  b e n e f i t  f o r  c y c - w e a r  i s  $ 2 0 0  p e r  m e m b e r .

•  B e n e f i t s  P a i d  b y  E m p l o y e r .  T h e  a m o u n t  p a i d  b y  t h e  e m p l o y e r  i s  t h e  d i f f e r e n c e  b e t w e e n  t h e  

t o t a l  a l l o w e d  a m o u n t  a n d  t h e  a m o u n t  p a i d  b y  e m p lo y e e s .

M a t e r n a l  a n d  C h i l d  H e a l t h  P l a n  B e n e f i t  M o d e l  A c t u a r i a l  A n a l y s i s

1 h e  P l a n  B e n e f i t  M o d e l  a c t u a r i a l  a n a l y s i s  b e g i n s  o n  p a g e  1 8 .  F l i c  d a t a  a r e  o r g a n i z e d  i n t o  a  H M O  

c o s t  e s t i m a t e  ( F i g u r e  2 F ' )  a n d  a  P P O  c o s t  e s t i m a t e  ( F i g u r e  2 F ) .  T h e  a n a l y s i s  d o c u m e n t s  p r o v i d e  

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

t h e  P l a n  B e n e f i t  M o d e l .  I h e  c o s t  i n c r e a s e s  a r c  e x p r e s s e d  o n  a  p e r  m e m b e r  p e r  m o n t h  ( P M P M )  b a s i s  

a n d  a s  a  p e r c e n t  i n c r e a s e  t o  t h e  H M O / P P O  B e n c h m a r k  M o d e l  d e s c r i b e d  i n  F i g u r e  2 B .

E s t i m a t e d  C o s t  I m p a c t  o f  t h e  P l a n  B e n e f i t  M o d e l

I f  a n  e m p l o y e r  d i d  n o t  o j j 'e r n n y  o f  t h e  r e c o m m e n d e d  b e n e f i t s  a n d  c h o o s e  t o  a d o p t  t h e  P l a n  B e n e f i t  

M o d e l  i n  f u l l ,  t h e  r e c o m m e n d e d  H M O  p l a n  w o u l d  c o s t  $ 3 2 2 . 0 7  P M P M  o r  $ 8 , 1 1 6  p e r  m e m b e r  p e r  

y e a r  ( P M P Y )  a n d  t h e  P P O  p l a n  w o u l d  c o s t  $ 3 9 0 . 3 1  P M P M  o r  $ 9 , 8 3 6  P M P Y  ( r e f e r  t o  F i g u r e s  2 E  

a n d  2 F ) .

I f  a n  e m p l o y e r ’s  c u r r e n t  h e a l t h  p l a n s  w e r e  i d e n t i c a l  t o  t h e  H M O / P P O  B e n c h m a r k  M o d e l  a n d  t h e  

e m p l o y e r  w e r e  t o  a d o p t  a l l  o f  t h e  P l a n  B e n e f i t  M o d e l  r e c o m m e n d a t i o n s ,  t h e  e m p l o y e r ’s  h e a l t h  p l a n  

c o s t s  w o u l d  i n c r e a s e  1 0 %  a n d  6 . 2 % ,  r e s p e c t i v e l y  ( r e f e r  t o  c o l u m n  11 i n  F i g u r e s  2 F  a n d  2 F  f o r  l i n e -  

i t c m  b e n e f i t  c o s t  e s t i m a t e s ,  a n d  F i g u r e s  2 C  a n d  2 D  f o r  h i g h - l e v e l  s u m m a r i e s ) .  I l o w e v e r ,  b e c a u s e  

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

B e n e f i t  M o d e l  ( e . g . ,  p r e n a t a l  c a r e ) ,  m e  t o t a l  c o s t  i n c r e a s e  i s  l i k e l y  t o  b e  l e s s  t h a n  n o t e d .  A n a l y s i s  o f  

t h e  v a r i a n c e  b e t w e e n  a n  e m p l o y e r ’s  c u r r e n t  h e a l t h  p l a n s ,  t h e  H M O / P P O  B e n c h m a r k  M o d e l ,  a n d  t h e  

P l a n  B e n e f i t  M o d e l  i s  r e q u i r e d  f o r  a n  e x a c t  c o s i - i m p a c i  a s s e s s m e n t .

Figure 2C: Estimated Impact ol Plan Benefit Model Recommendations on  ̂Typical 
l.arge-Employer HMO Plan Design
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Figure 2D: Estimated Impact of Plan Benefit Model Recommendations on a Typical 
Large-Employer PPO Plan Design

. * •

/' .  ' i V 1 • y V /
E m p l o y e r  I m p a c t  

o f  P l a n  B e n e f i t  

M o d e l  ( P M P M )

T o t a l  E m p l o y e r -  

A d j u s t e d  C o s t  o f  P l a n  

B e n e f i t  M o d e l  ( P M P M )

P e r c e n t  E m p l o y e r  

C h a n g e  f r o m  C u r r e n t  C o s t  

E s t i m a t e  ( %  o f  t o t a l ) *

I m p a c t  B e n e f i t  A d d i t i o n s  a n d  

M o d i f i c a t i o n s

$2 0 .8 1 G.j % 9 . 9 %

I m p a c t  F r o m  C o s t - S h i f t i n g  t o  

E m p l o y e r / F r o m  E m p l o y e e

$ 9 .5 0 3 . 1 % N/A

T o t a l $3 0 .3 1 10.0 % 1 0 . 0 %

H o w  t o  U s e  t h e  A c t u a r i a l  A n a l y s i s  I n f o r m a t i o n

E m p l o y e r s  c a n  u s e  d i e  a c t u a r i a l  c o s t  e s t i m a t e s  l i s t e d  i n  F i g u r e s  2 C - 2 F  t o  e s t i m a t e  t h e  c o s t  

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

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

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

e m p l o y e r .  T  h e  c o s t  i n c r e a s e  e s t i m a t e s  w e r e  b a s e d  o n  t h e  d e g r e e  t o  w h i c h  t h e  H M O / P P O  B e n c h m a r k  

M o d e l  b e n e f i t s  w e r e  lo w e r  t h a n  t h e  b e n e f i t s  r e c o m m e n d e d  i n  t h e  P l a n  B e n e f i t  M o d e l .

I f  a  g i v e n  e m p l o y e r s  c u r r e n t  h e a l t h  b e n e f i t  c o s t s  a r e  l o w e r  o r  h i g h e r  t h a n  t h o s e  l i s t e d  i n  t h e  1 1 M O / P P O  

B e n c h m a r k  M o d e l ,  o r  if t h e  e m p l o y e r s  c u r r e n t  h e a l t h  p l a n  c o s t s  d o  n o t  m a t c h  t h e  H M O / P P O  B e n c h m a r k  

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

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

a n a l y z e  t h e  v a r i a n c e .  A  s i d c - b y - s i d e  c o m p a r i s o n  t o o l  is  p r o v i d e d  i n  P a r t  3  f o r  t h i s  p u r p o s e .

E x p l a n a t i o n  o f  T e r m s  U s e d  i n  t h e  A c t u a r i a l  A n a l y s i s  D o c u m e n t s  

C u r r e n t  C o s t  E s t i m a t e  ( P M P M )

•  T o t a l  c o s t s  ( P M P M ) ,  s i m i l a r  t o  t h e  A l l o w e d  C h a r g e s ,  r e p r e s e n t  1 0 0 %  o f  t h e  e s t i m a t e d  c o s t s  

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

m o n t h  ( P M P M )  b a s i s .

•  P a i d  b y  M e m b e r s  ( I ’ M P M )  r e p r e s e n t s  t h e  e s t i m a t e d  a m o u n t  o r  p e r c e n t  o f  t h e  t o t a l  c o s t s  t h a t  a r c  

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

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

t e f e r r e d  t o  a s  " m e m b e r s ”  a n d  c o s t s  a r e  e x p r e s s e d  o n  a  p e r  m e m b e r  p e r  m o n t h  ( P M P M )  b a s i s .

•  P a i d  b y  E m p l o y e r  ( I ’ M P M )  r e p r e s e n t s  t h e  e s t i m a t e d  a m o u n t  o r  p e r c e n t  o f  t h e  t o t a l  c o s t s  

t h a t  a r e  p a i d  b y  t h e  e m p l o y e r  a n d  a r e  e x p r e s s e d  o n  a  p e r  m e m b e r  p e r  m o n t h  ( P M P M )  b a s i s .
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R e v i s e d  B e n e f i t  C o s t  E s t i m a t e

•  E m p l o y e r  I m p a c t  o f  P l a n  B e n e f i t  M o d e l  ( P M P M )  r e p r e s e n t s  t h e  e s t i m a t e d  c h a n g e  i n  t h e  

e m p l o y e r  c o s t s  t h a t  a r e  c r e a t e d  b y  a p p l y i n g  t h e  P l a n  B e n e f i t  M o d e l  r e c o m m e n d a t i o n s  t o  t h e  

t o t a l  c o s t s ' .  T h e s e  c o s t s  t y p i c a l l y  r e f l e c t  r e c o m m e n d e d  c h a n g e s  t h a t  w e r e  m a d e  t o  t h e  c o s t -  

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

•  T o t a l  E m p l o y e r - A d j u s t e d  C o s t  o f  P l a n  B e n e f i t  M o d e l  ( P M P M )  r e p r e s e n t s  t h e  e m p l o y e r ’s 

s h a r e  o f  t h e  c o m b i n e d  t o t a l  e s t i m a t e d  c o s t  l o r  t h e  P l a n  B e n e f i t  M o d e l .

•  M e m b e r  I m p a c t  o f  P l a n  B e n e f i t  M o d e l  ( P M P M )  r e p r e s e n t s  t h e  m e m b e r s  f i n a n c i a l  p o r t i o n  

o f  t h e  c o s t s  a s s o c i a t e d  w i t h  e a c h  s e r v i c e  r e c o m m e n d e d  i n  t h e  P l a n  B e n e f i t  M o d e l .  T h e  

c h a n g e  i n  v a l u e  f r o m  t h e  H M O / P P O  B e n c h m a r k  M o d e l  i s  t y p i c a l l y  a  f u n c t i o n  o f  t h e  c h a n g e  
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Figure 2E: Pricing Analysis of Ihe Maternal and Child Health Plan Benefit Model (HMO Plan Design)
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I  t :  P r e v e n t i v e  S e r v i c e s . > ■■ . °  '

a. Well-Child Services $ 2 2 4 I $ 0 3 7 $ 1 8 7 $0.37 $2.24 $(0.37) 0.1%

b. Immunizations $2.21 $- $2 21 S- $2.21 S- 0.0%

c. Preventive Dental Services $686 $- $6.86 s - $6.86 c .*r 0.0%

d. Early Intervention Services for 

Mental Health/Substance Abuse
$- S- $ - $4.83 $4.83 %> * 1.7%

e Preventive Vision Services $- $- $- $0.32 $ 0 3 2 $- 0.1%

1. Preventive Audioiogy 

Screening Services

S- $- $ - $ 0 3 2 SO 32 S- 01%

rj. Unintended Pregnancy 

Prevention Services

$ 3 0 7 $3.07 S- $ 3 0 7 S- 0.0%

h. Pieventive Preconception Care $- $- $- $- S- $- 0.0%

i. Preventive Prenatal Care $ $- S- SI 61 $161 $- 0 6%

|. Prevent ve Postpartum Care S- $ s - $ 0 3 2 $0  32 5- 0.1%

k Preventive Services (General) 5- t . $- $3 22 $ 3 2 2 $- 11%

Category Sub-Total; . $10.89 $(0.37) 3.8%

j l . R e C Q m m e n ’d o d U v e l j  g f  C a r » T b V j f ^ l c l * n / r a c t l jo o iu t  ^ x i . t iu A x V i j t i  t m

a. Services Delivered by a 
Primary Care Provider

$23 72 $ 1 8 5 $ 2 1 8 8 $- $21 88 00%

t). Services Delivered by a Mental 

Uealth'Sufcatance Abuse Provider

S4 59 $ 0 8 2 S 3 ’J4 $ 0 / 4 $4.6° $- 0 3 %

c Seivices Delivered by a 
Specially Provider nr Surgeon

$6121 $ 2 5 3 $ 6 t  67 $• $ 6 1 6 7 $- 00%

d E-Vis.ts and Telephone Visas N A N/A '/ /A N/A N/A N/A N/A

Category Sub-Total: $ 0  74 $0.00 0.3%


