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T h i s  is to a c k n o w l e d g e  r e c e i p t  o f  y o u r  l e t t e r  o f  M a r c h  18, 

1 9 8 0 ,  i n v i t i n g  m e  t o  t e s t i f y  o n  p r o p o s e d  l e g i s l a t i o n  s i m i l a r  t o  
H a w a i i ' s  " P r e p a i d  H e a l t h  C a r e  A c t . "  B e c a u s e  t h e  s u b j e c t  m a t t e r  
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I a m  l o o k i n g  f o r w a r d  t o  b e i n g  o f  a n y  a s s i s t a n c e  t h a t  I c a n  
p o s s i b l y  r e n d e r  i n  y o u r  e f f o r t s  to e n a c t  s u c h  a b i l l .  I

T h i n k  i t  h a s  b e e n  o f  m u c h  b e n e f i t  to t h e  p e o p l e  o f  t h e  S t a t e
o f  H a w a i i .

M a y  I g i v e  y o u  a s h o r t  b i o g r a p h i c a l  s k e t c h  s o  t h a t  y o u

m a y  u s e  t h i s  i n  f u r t h e r  e v a l u a t i o n  o f  m y  t e s t i m o n y  n e x t  w e e k :

1. M e m b e r  o f  t h e  H a w a i i  L e g i s l a t u r e  f r o m  1 9 5 9 - 1 9 7 8

(8 y e a r s - H o u s e  o f  R e p r e s e n t a t i v e s ;  12 y e a r s - S e n a t e ) .

IN R U R A N C E  C O M M IS S IO N E R

DO NALD  D. H. CHING 
O E R U 1 Y  D IR E C TO R



■Repre s e n t a t i v e  T h e l m a  B u c h h o l d t  
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M a r c h  24, 1 9 8 0

2. A t t o r n e y - a t - L a w .

3. F o r m e r  V i c e - P r e s i d e n t  o f  t h e  B a n k  o f  H a w a i i  ( 1 9 6 3 - 1 9 7 9 )  ,

4. P r e s e n t l y  D e p u t y  D i r e c t o r  o f  t h e  D e p  r t m e n t  o f
R e g u l a t o r y  A g e n c i e s ,  S t a t e  o f  H a w a i i .

5. M e m b e r  o f  t h e  B o a r d  o f  D i r e c t o r s - H a w a i i  M e d i c a l  S e r v i c e  
A s s o c i a t i o n  ( B l u e  S h i e l d  a n d  B l u e  C r o s s  P l a n )

( 1 9 6 5  t o  p r e s e n t ) , p r e s e n t l y  s e r v i n g  a s  i t s  P r e s i d e n t .

I h a v e  n e v e r  b e e n  t o  t h e  g r e a t  S t a t e  o f  A l a s k a ,  a n d  I a m  
l o o k i n g  f o r w a r d  t o  m y  f i r s t  v i s i t .

V e r y  t r u l y  y o u r s ,

D o n a l d  D. H. C h i n g  

D e p u t y  D i r e c t o r

cc: Ms. J a n  S o r i c e
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T H E  ACM E of leg isla tion  so  fa r  
th is  session  w h ich  in te rfe re s  w ith  
o u r d e m o c ra tic  w ay  of life h as  b een  
the  in tro d u c tio n  of H ouse Bill 977. 
T h is bill is en titled  “ an  a c t  re la tin g  
to  the  hea lth  of re s id e n ts  of ih^ 
s ta te " .  HB977 w as in trodu ced  
sh o rtly  b e fo re  a n o th e r  s im ila r  bill 
w as p assed  by th e  S ta te  H ouse, Cr m- 
m itte e  S u b stitu te  fo r H ouse Bill Gd.

T h e  b ig g est trep id a tio n  m an y  of 
us h a v e  in re g a rd  to  th e  s ta te 's  huge 
m o n e ta ry  w ealth  is th a t  m oney will 
be u sed  to  in te rfe re  w ith  o u r fre e  an d  
d e m o c ra tic  so c ie ty . It is  fo r th a t r e a ­
son th a t m an y  of us su g g es ted  th a t 
th e  s ta te  u se  th e  su rp lu s  to pay  off 
ou r d e b t and  to  build cap ita l im p ro ­
v e m e n ts  w h ich  im p ro v e  o u r  e c o ­
nom ic v iab ility  a n d  o u r co nven iences 
of living.

W e’ve all h e a rd  of na tio n a l hea lth  
in su ran ce . T he firs t p a r t  of MB 977 is 
s ta te  h e a lth  in su ran ce . T he bill p ro ­
vides a n  em p lo y e r m u st co v e r a )1 
em ploy ees w ith  a  c e r ta in  typ e  of in ­
su ra n c e  policy. An em p lo y ee  can  
only p ay  a  lim ited  am oun t fo r th a t 
policy so  th a t th e  em p lo y er m u st pay  
th e  d iffe ren ce . S ince th e  c o v e rag e  is 
b ro ad , th e  e m p lo y e r 's  cost is v e ry  
su b stan tia l. U n d e r  c e r ta in  c irc u m ­
s ta n c e s  an  em p lo y e r can  ob ta in  
so m e re im b u rse m e n t fro m  th e  s ta te .

IN  T H E  N E X T  sec tio n  o f th e  bill 
a s ta te  m e d ica l in su ran ce  co rp o ra  
tion is se t up in w hich all of the  p r i­
v a te  c a r r ie r s  se lling  in su ran ce  in the  
s ta te  m u st b e co m e  a  p a r t.  Anyone

ho can not buy  s ta n d a rd  co v erag e  
of th e  qu ality  req u ired  m ay  p u rch ase  
In su ran ce  fro m  th is  co rp o ra tio n . Any 
losses thW co rp o ra tio n  su ffe rs  m u st 
in  p a id  fo r by  th e  p r iv a te  c a r r ie rs . 
T h e  en d  resu lt of tn ls leg isla tion  is 
th a t th e  p r iv a te  c a r r ie r s  of m ed ica l 
in su ran ce  will be cro w ded  out of the 
m a rk e t an d  th e  s ta te  will b e  the  so le  
in su re r  of h e a lth  in su ran ce . At th a t 
tim e  the  cost to  th e  s ta te  tre a su ry  
w i * b e  enorm ous.

CSHB60 Is p rim a rily  a  ca p ita l a p ­
p ro p ria tio n s  bill. T w enty  p a g es  of 
th e  39-page bill an d  ab ou t 5250 m il­
lion is fo r the  c o n s tru c tio n  of all so r ts  
of fac ilitie s  th roug hou t th e  s ta te . 
S om e of th e m  a r e  boondoggles, but 
by an d  la rg e  th e  fac ilitie s  will co n ­
tr ib u te  to  th e  fu tu re  eco nom ic  v iab il­
ity  of th e  s ta te .

T h e  o th e r  18 p ag es o f th e  bill, 
ho w ev er, a p p ro p r ia te s  a b o u t $27 m il­
lion fo r p ro je c ts  such  a s  th e  follow ­
ing:

—  $54,GOO A n cho rage  c u rre n t 
e v en t socie ty .

— $12,000 A n cho rage  Child A buse 
B oard  fo r A dvertising .

— $305,000 A n cho rage  o p era tio n  
of t re a tm e n t a lte rn a tiv e  to s tr e e t 
c r im e  p ro g ra m .

— $87,000 T yonek V ilh g e  do c­
u m e n ta ry  film .

— $75,000 A laska F e d e ra tio n  for 
C om m unity  S e lf-R eliance g ra n t.

—  $180,000 A laska C o nservatio n  
Foundation .

— $35,000 A n cho rage  g ra n t to  ta sk  
fo rce  on sm ok in g  and h ea lth .

— $453,000 A n cho rage — A laska 
Public A dvocacy C orporation .

— 575,000 A laska P ub lic  In te re s t 
R e se a rc h  G roup.

— $48,000 A nchorage — Citizen 
P a rtic ip a tio n  P ro jec t.

— $317,500 A nchorage — A laska 
C e n te r  for P o licy  S tudies.

T h ese  ex p en d itu re s  a r e  th e  type 
th a t a r e  only m a d e  w h en  th e  s ta te  
has m oney bu rn in g  a  hole in i t’s 
po cket. M any of th ese  a p p ro p ria ­
tions a r e  to  accom p lish  goals tha t 
a r e  not p ro p e r  for a  g o v ern m en t. 
M any ' of m e ap p ro p ria tio n s  a re  
m a d e  to new o rg an iza tion s se t up  to 
em ploy  friend  of those  in g o v ern ­
m en t. M any of them  will re su lt in 
su b s ta n tia l in trusions upon o u r d e m ­
o c ra tic  society .

IN  A D D ITIO N  w e h ave  leg isla­
tion pend ing  to  subsid ize the  co st of 
fuel an d  e le c tric ity  so th a t th e re  will 
be one p rice  an y w h ere  in th e  s ta te  
re g a rd le ss  of the  q u an tity  u sed  or 
th e  rem o ten ess  of the  a re a  from  the 
p ro d u c t. We will h ave  leg isla tion  also  
to e s tab lish  one p rice  fo r tra n sp o r ta ­
tion of an yone o r  a  co m m o d ity  no rth  
of S ea ttle . E v en  if you happen to be 
in fa v o r of th is  s ta te  subsid ization , 
you m u st rea lize  the  resu lt will be 
the  s ta te  co n tro l of a ll those  se rv ices  
an d  com m odities. T h e  leg isla tu re  
only pay s the  co st of a  p ro g ra m  for 
so long b e fo re  it ta k e s  it o v e r an d  e s ­
ta b lish e s  the m a n n e r of i t’s  o p e ra ­
tion , th e  n u m b e r of em p lo y ees, the 
pay , an d  th e  pro fit m arg in .

W e a lre a d y , of co u rse , h a v e  se t 
up a  R enew able  R eso u rce  C o rp o ra­
tion w ith  m an y  m illions of d o lla rs  
and  a  Fish a n d  A g ricu ltu ra l Bank 
w hich rec en tly  an nounced it is open­
ing up  six b ra n c h e s  in the s ta te .

T h ese  in stitu tio n s a re  to ta lly  s ta te  
ow ned.

T h ere  rea lly  a r e  only tw o a n ­
sw ers  to sto p  g o v e rn m en t expend i­
tu re s  for im p ro p e r pu rposes th is  ses­
sion. F irs t of a ll the  go vern o r could 
an d  should ve to  >y lu.w item  su ch  ex ­
pen d itu res. H ow ever, the p robab ility  
is th e  g o v ern o r will go to  the F re e  
C o nference C o m m ittee  a n d  tell them  
if th e y  add $50 m illion for h is pe t p ro- 
je c ts . he will a g re e  not to  ve to  any 
p a r t of it.

T H E  S P E A K E R  of th e  H ouse re- 
cen tly  in a sp eech  ask ed  the  p  b lic  to 
quit pu tting  p re ssu re  on th e  leg isla­
tu re  to  spend m o re  m oney  b ecause  
they  a ie  u n ab le  to  w ith stan d  the 
p re ssu re . T he S p eak e r know s or 
should know th a t th is p re ssu re  will 
a lw ay s ex ist a s  long a s  th e  govern­
m en t h as a su rp lus . The S p eak e r is 
one of the  people in the  lead ersh ip  
who has to h av e  th e  fo rtitud e  to  say  
"n o ’’. It is t*-'  o ro b lem  of w hich he 
co m p k  ins t1 ’onvinces m ost of us 
th a t w e m u st spend  the  s ta te ’s 
m oney on d eb t reduction  an d  cap ita l 
im p ro v em en ts  so  th a t th e  m oney 
isn’t th e re  for a ll th e se  foolish o p e ra ­
tional p ro g ram s.

U n less the  lead e rsh ip  is going to 
a ssu m e  th e  fo rtitu d e  to sa y  ” n o ", 1 
su ggest th e  leg is la tu re  g e ts  abou t it’s 
bu siness and  en ds th e  sessions. 
R epeal tax es, m a k e  m oney ava ilab le  
a t rea so n ab le  ra te s  for c re d it w ithin 
the  s ta te ,  p a ss  the o p era tio na l 
budget, and  a d o p t a  la rg e  cap ita l im ­
p ro v em en t budget.

T h e  p re s su re  to  spend on all so rts  
of foolish p ro g ra m s will ge t s tro n g e r 
r a th e r  than  w e a k e r w ith ev e ry  pas­
sing  day .

Berry’s World \ v -
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"Now this baby was owned by a ll'l o l‘ teenager 
who couldn't hack the price of gasoline."

generally prevailed.
Y e t, a lw ay s th e re  is tfcq

hope of go vern m en t for 
all. And so, on April 20. 
will t r y  ag a in . F ive ye? 
th ree  le n e ra l ju n ta  took 
P re s io e n t O sw aldo Lopej 
w as ch a rg ed  w ith  taking 
b r ib e  'ro m  U nited  Brandy 
U n ited  F ru it. T h e  jun ta is 
ta r ily  relinqu ish ing  powe 
th e  h eady  p ro sp ec t of qj 
op en  elec tion  w ith  a  m od | 
c u ra te  v o te  count

B ut it is difficult not tO| 
N ic a ra g u a , w h ere  leftist 
is ts  com bin ed  to  get t 
A n astas io  Som oza, now 
b e  slid ing  in to  C uban-sty 
n ism . A lthough th e  E l Sa 
h a s  o rd e re d  th e  exprop r  
a g ric u ltu ra l p ro p ertie s  
a c re s  th e  r e  "Heals a re  r 
a n d  shooting  continues 
ago  a  ca c h e  of bodies 
e re d  in a  G u a tem a la  car 
p a re n t w o rk  of right 
squads.

W hy can ’t  Centra 
m a k e  d e m o c ra c y  work?] 

F ir s t ,  th e re  is  be n  
self, m ostly  Indian, poll 
b u t g y ra tin g  be tw een 
a sm s  a n d  b lack  despair 
re a c h  ou t a n d  touch [ 
though they  w ere  angel 
d ic ious cynicism  neces 
b lc  se lf-governm ent.

T h en , th e re  is the n 
tra l A m e n c a ’s  agrici 
co ffee  fin cas m ay  be re 
c ien t, bu t su g a r  and 
b est ra is e d  on larg e  tt 
land-ow ning com panii 
b e en  fa ir  g am e for i 
but e i th e r  they  />r  the 
te rn  of b ickerit.0 cop 
n e cess itie s . E ith e r  w; 
m en  w ielding m achet 
th e ir  ow n m a ste rs .

B ut in re c e n t y  
a r is e n  a  m o re  com pel 
so c ia l ch aos, and  tha t 
a lio n  of peop le due ti 
e r in g  of th e  d e a th  r a t  
tr ie s  a r e  due to  doub! 
tions in  th e  nex t 18 t  
like th e  P u e rto  Rica, 
g ra te  free ly  to  the  U 
the M exicans who c; 
th e  fen ce , th e se  natl 
c a p e  h a tch .

IN  1968, HONDUI 
w ith  E l Salvador M 
sq u a tte rs . T h e  Me> 
th ro w n  b ack  G uater 
fro m  th e  south. Will 
fo r  a ra b le  land  In t l  
d e sp e ra te  people m o l 
w h ere  they form  la r |  
inc reasin g ly  restive  i 

If th e  population | 
off in th is lovely sp i 
tw o  co n tin en ts  pro^ 
rig h t, fo r technology 
But e v e ry  ad vance | 
new  tid e  of babies.

And M arxism , 
o n e-tim e dividend 
an d  redistribution,! 
song.
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A la sk a  Legislative  C o u n c il

LEGISLATIVE AFFAIRS AGENCY

R EP O R T  O F  TH E  

I N T E R I M  C O M M I T T E E  ON H EA LTH  CARE.,  

S O C I A L  S E R V I C E S  AND 

M EN TA L  H EA LTH  D E L I V E R Y  S Y S T E M S



The Health-Care 
Merry-Go-Round

F
o r  a lm o s t  60 years 
now, a political evert 
has unfolded each 
spring, a ritualized contro­
versy over the value and 

scope of a national health 
program. While it is usually 
billed as "national health in­
surance,” the underlying ar­
gument has little to do with 
health, and only a bit more 
to do with real insurance.

In the past 20 years, be­
cause the Democratic party 
has adopteJ national health 
insurance as a plank in its 
p o litic a l p la tfo rm , the  
spring ritual has become cu­
riously form alized. The 
President issues a "health 
message” around February;
W hite House aides and 
agency (usually HEW) ex­
perts prepare a legislative proposal that 
goes to the appropriate committee (or 
committees) in March or April. Then 
hearings are held, the witnesses for and 
against heard. The media join the fray 
with articles, learned discourse on local 
mid national TV, and books. The admin­
istration announces the imminence of a 
legislative health program; Congress de­
nounces the proposal and offers its own 
alternatives. In fact, a particularly novel 
aspect of this seasonal rite has been the 
lush proliferation of congressional coun­
ter-proposals, making the health insur­
ance field look more like a war of all 
against all than an intra-party squab­
ble. The rapid and uncontrollable esca­
lation of the cost* of medical care has 
convinced everyone that some sort of bill 
should be passed; but the profusion of 
bills has made consensus even harder to 
reach. Thus, after a great deal of noise 
about the need for sweeping reform, one 
bill cancels out another, and, in the end, 
only a small, tentative stop is taken. 
And the 1978-80 congressional term 
looks like a textbook case of the usual 
formula.

While the ritual has remained more 
or less the same, the substance of the

advcx ates; professional anti- 
professionals recommending 
"h e a lth ” in su ran ce  (as 
against nr.'•iical-care insur­
ance) with emphasis on pre­
ventive services, lifestyle 
change, and self-help; syn­
dicalists with a platform of 
worker-management con­
trol; populists with a plat­
form of community control.

The academic won f has 
not buen idle either, and 
there are contrasting eco­
nomic recipes: tax revenue 
funding as ag a in s t em- 
ployor-employee fui ,ng; 
co-insurance and co-pay­
ment advocates as against 
those who argue for no pay­
ment at the time of service; 
and the anti-insurance co­
horts who jrecommend a 

heavy personal financial commitment 
by the patient before any government 
support in order to chock the heedless 
and prodigal use of, and demand for, 
medical services. Political scientists ar­
gue the benefits of a regulatory ap­
proach or a public utilities model, while 
management experts (tho new man- 
Garins) propose complex, computerized 
schemes for controls Uiat would limit 
costs, adjust distribution, and assure 
quality.

Congress watellers point to the Amer­
ican Medical Association^ multimillion- 
dollar political contributions and Wash­
ington "information office" as the chief 
villain and architect of the anti-national 
health program campaign. Certainly po­
litical contributions play an important 
role and have a strong impact on legisla­
tors and legislation. But it would be a 
mistake to give this factor too important 
a role in frustrating the legislative pos­
sibilities over the years. That block has 
been effective in over 10 administrations. 
Can the AMA be held solely and totally 
accountable? On the U.S. political scene 
representative government requires 
(shifting minority aDegiflpc^n —

The health insurance plan offered by Senator Long (left) has the 
best chance of getting through Congress this session.

debate has grown ever more compli­
cated. Seventy years ago natior.al health 
insurance mount little more than bemg 
able to pay a doctor for care. 'Ibday we 
have solved the basic problems of acute 
and epidemic disease, infant mortality, 
and the like—except for minority 
groups and the poor—and v/e are more 
concerned with a program  of care, a 
guarantee of systematic cere. We have 
learned that our piecemeal svstem 
doesn’t work, doesn’t help the people it 
was presum ably targeted  for—the 
needy—and works against the others 
because it inflates and distorts, and de­
prives everyone when it doesn't work for 
the targeted population.

With this new element added, nobody 
can agree on exactly what national 
health care means. The variety of pro­
posals is staggering and self-defeating.
Once tl a principal obstacles to national 
health insurance were such antagonists 
as physicians, entrepreneurs in phar­
macy manufacture or equipment, indus­
try and insurance companies; now there 
is a plethora of protagonists with such 
conflicting proposals that the result is 
the same as if they were antagonists too.
There are J ’
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position by reciprocal trade-offs: Lesser 
issues buy votes on larger issues. Health 
insurance just may not represent a big 
enough issue for most ngressmen to 
stake out a major po& '.ion on the 
agenda.

In any case, itb not the AMA that's 
responsible for the bewildering variety 
of health bills now facing Congress; it 
would rather that none be promoted. 
Personal experience may shed some 
light on a more deserving culprit. From 
1965 to 19681 served as the deputy assis­
tant secretary for Health. My boss was 
the first assistant secretary ever ap­
pointed to that job. Another first was the 
assistant secretary for planning and 
evaluation, brought over from the De­
partment of Defense to introduce man­
agerial skills and planning expertise 
into the hodgepodge of the HEW bu- 
reauc. acy. Planning had one deputy 
also, for health program evaluation. All 
in a'\, there were about a dozen health 
professionals charged with the respon­
sibility for developing programs agreed 
upon by the secretary of HEW and pro­
posed by the President. There were also 
one or two assistants in the White 
House with such interest. At HEW, we 
occupied a few rooms on one side of the 
fifth floor t * the old HEW building at 
Fourth and Constitution.

Congress was similarly endowed: The 
House and Senate each had one health 
staff member attached to the relevant 
committee. Wilbur Mills, then chairman 
of the House Ways and Means Commit­
tee, had a knowledgeable staff man, too, 
but he liked t '  keep a strong grip on 
health financing matters himself.

'Ibday, nearly 250 people are preoc­
cupied with the ramifications of h >alth 
program development and health plan­
ning and evaluation in HEW. There is a 
huge new building down the street on 
Independence Avenue to house them. 
There are over 100 professional staff peo­
ple in six congressional committees to 
deal with hoalth legislation. Each con­
gressman on a committee that touches 
hoalth matters h:    -nociulized staff as­
sistant for heulth.

In the 1960s the dozen of us managed 
to get more than 40 heulth bills thiough 
the Congress: powerful instruments like 
Medicare, Medicaid, and a health man­
power development act. Today’s hosts 
have had to postpone even housekeeping 
measures like salary appropriations 
from one session to the next because 
they couldn’t muster a majority vote on 
any health issue.

The problems of bureaucratic overkill 
and legislative free-for-all are not. of 
course, confined to health care; most so­
cial programs suffer from the same con­
fused welter. The same may be said for 
the general American resistance to radi­
cal reform of any kind. Our taste for 
"creeping incrementalism” nas led to a

passion for tinkering and crude adjust­
ment; whether in heaJ'h care, the tax 
coda, or welfare reform, reconstruction 
and systematic change have been ne­
glected and delayed, so that social 
change proceeds at a snailb pace.

T
h e  p re s e n t congressional season 
features an apparent showdown in 
health-care legislation: Both Pres­
ident Carter and his nemesis, Senator 
Kennedy, have submitted major health­

care bills. But the likelihood is that the 
prize will elude both. The best we can 
probably look forward to in this session 
of the Congress is Senator Russell Long’s 
Catastrophic Health Insurance Protec­
tion Bill, possibly to be known as the Na- 
tional H ealth Insurance Act, even 
though it will not be, in scope or

Kennedy’s ambidc -is health 
care bill provides free 

medical care to everyone.

coverage, what the national health in­
surance struggle is about.

The Kennedy bill provides for every­
one in the U. S. to have a credit curd 
entitling him or her to medical care in 
the home, doctor’s office, or hospitul 
without added charge; old people would 
have their prescribed medicines paid for 
as W " M . There is no limit on use (except 
for psychiatric services) and preventive 
services are paid for. Funds will come 
from some employee contributions, 
larger employer confributioa«i, tax funds 
for the poor, and con .ributions from the 
elderly 'who will pay a part themselves as 
they do today under Medicare). The self- 
employcd will pay, if they choose, a spe­
cial heulth insurance premium geared 
to their income. The monies will go to 
privately controlled insurance funds, 
which will dole them out and monitor 
their use; the program will bo planned 
and supervised by a variety of groups at 
the local, state, and national levels. 
There is a special fund Bet aside to de­
velop and allocate resources (and re­
distribute them where necessary). And 
there is a ceiling, unfixed as yet, on ex­
penditures. All this is to become opera­
tive in 1983.

The Carter plan is not so ambitious. It

puts a ceiling on the total any person 
would have to spend for health care 
("ca tas tro p h ic"  h e a lth  insurance 
coverage); prescribes free care for preg­
nant women and infants under one year 
of age; recommends fee schedules for 
private health insurance for which the 
employer will pay at least three-quarters 
of the premium; and draws up fee sched­
ules for public medical care to which 
doctors m ust adhere. Probably the 
largest jump in governmental respon­
sibility is in federalizing medical care 
for the poor. Where now the states set 
income levels for Medicaid, the new law 
would set a new federal poverty level 
and immediately raise by more than 50 
percent the number eligible. The Carter 
plan envisions phasing in of its objec­
tives: After phase one has been imple­
mented, there will be a review of the 
whole and consideration of what addi­
tional steps might be taken next

Senator Kennedy’s proposal, despite 
its grand intentions, is seriously defec­
tive. The surrender to the private insur­
ance industry is curious, for Senator 
Kennedy has been the principal antago­
nist of the industry and has criticized it 
for stoking inflation in collaboration 
with health-care providers. While a ceil­
ing oi. expenditures is proposed, and 
physician income may well he curtailed 
in this way, non-physician i. come is un­
touched. Since 6C’ percent of hospital 
costa are personnel costs and hospital 
costs ure 40 percent of overall medicai- 
care expenditures, there is \ large 
loophole for sharply rising costa to es­
cape the ceiling. What measures will be 
taken if inatitutiona exceed budgot? Will 
they file for bankruptcy? More serious is 
the vast increase in personnel proposed, 
layered on top of an existing regulatory 
bureaucracy. By now we must huvo 
learned thut large bureaucracies cannot 
provide human services with efficiency.

President Carter’s plan has highly vis­
ible flnwa and no appeal to the articulate 
constituencies (like labor) thut seek na­
tional health  insurance legislation 
which will benefit them, immediately. It 
is targeted for specific groups, u shib­
boleth of his economic advisors, und of­
fers little universal benefit. The failures 
of implementation of existing reform 
legislation bod., ill for that purt of the 
effort. It prescribes a reliance on un­
supervised privuto insurance fur greater 
thun does Senator Kennedy’s proposal. 
The whole effort is more pious and prayer­
ful than useful. Costs would continue tr 
mount, most of the poorly served would 
remain s«, specialism would increase, 
and enrichment of the medical profes­
sion would continue to be guaranteed. 
No ceiling on expenditures means no 
wiling on costs or income.

Badly enough, in extending the Medi­
caid principle und reinforcing it, the 
Carter plan continues the "two-tier” sys-
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tern of medical care that has been the 
curse of the present system: poor medi­
cal caru for poor people, better medical 
care for the better off

Senator Long's plan, the leading con­
tender for passage in this Congress, if 
any bill is to pass, is relatively simple 
and ineffectual in altering the circum­
stances that contribute to present dissat­
isfactions. It will most certainly aug­
ment inflation. The plan advocates a 
catastrophic protection clause: After a 
family spends $2,000, government in­
surance would pay the remainder of any 
medicai bills that year. It encourages 
hospital care and offers incentives to 
doctors and hospitals to raise fees Cget 
over that banner” of $2,000as quickly as 
possible to make the family eligible). 
President Carters endorsement of this 
proposal as part of his phase one is 
equally inflationary.

But if history is our guide, Longfe plan 
has the inside track. First of ail, it will 
charge nothing, a considerable advan­
tage. Second, national legislation usu­
ally waits for state models to provide 
guidelines as viell as to test the water of 
public acceptance. The states Berve as 
"laboratories” for national experimenta­
tion, to use Brandoisb phrase. Wo have 
hud Btate experiments in the health field 
before passage of other national health 
legislation; and in the post five years we 
have had stuto catastrophic health insur­
ance laws (Rhode 1)1 and and Hawaii, for 
example). But we have never had a state 
compulsory health insurunce law, de­
spite somo effoiis on occasion in Califor­
nia, New York, Massachusetts, Michi­
gan, and Pennsylvania, The generally 
successful experience with state cata­
strophic hoalth ins; 'nee laws mokes 
tlio probability of long)) plan becoming 
law mor* likely.

Political wisdom might dictate to Sen­
ator Kennedy (or Governor Brown, and 
other potential presidential candidates 
practicing in the bullpen) a powerful 
effort to obtain a model Btate program of 
compulsory health care. Who controls 
the politics of Massachusetts anyway?

T
o d a y 's  p r o p o s a l s  for national 
health insurance offer little cause 
for optimism that real change will 
take place in the system. The one thing 

that none of tho plans promise—neither 
Carter’s nor Kennedy's nor Long's—is 
equity. A concern with equity makes u b  
ask tho question: Ho we want the poor 
and minorities to hi ve the same medical 
cure os the rich and tho white? Do wo 
want a health-cure system that says that 
we are all entitled to care, as we need it, 
when we need it? Or one that B ays, if we 
can find it, or get it, an insurance com­
pany will pay tor it?

It may be that, given the alignment of 
forces, this is the time to suggest a state 
heulth insurance program that under­

takes radical reform, but in a smaller 
arena, say child health care, to test the 
feasibility, cost, and organizational con­
siderations. We shoulii seek equal ac­
cess and high-quality cost control in this 
smaller arena by cooperative effort in 
which the federal government waives 
rigid regulations for ti e use of federal 
funds and the states incorporate these 
sums into a statewide health service fi- 
nancial budget Applying such a pro­
gram. to child health care would natu­
rally include an emphasis on preventive 
services, which are especially cheap for 
children: The most comprehensive pro­
gram , in stitu ted  in Holland, costs 
roughly per child per day. Since the 
Dutch standard of living and wage scale 
aren’t  too different from ours, itfc likely 
that such a preventive system will cost 
no more here.

Carter’s plan has visible 
flaws and is more pious 

and prayerful than urcful.

If such u program worked for children, 
the lessons ultimately could be applied 
to adults and to the nation as a whoL. 
There is already fiiirly widespread ac­
ceptance of the rough outline of an effec­
tive and economical national system. It 
will be prepaid; that is, people will puy 
little or nothing at the time of care to 
overcome costly and cumbersome b o o k ­
keeping, financial ba:ricrs to prompt 
uso of services, and the quirky varia­
tions in charges thnt make budgeting 
impossible. Doctors will be part of a 
group organization, making all kinds of 
specializeo care readily available to 
patients. The doctors will bo unlaried, 
eliminating the competitive aspects of 
present practice that encourage over­
use of technology and‘referrals.

Primary care will be a team process, 
with family doctors and nurse practi­
tioners or medical assistants liberally 
distributed in small clusters throughout 
the neighborhoods of the communities 
for easy access by patients. The teams 
will be part of groups, which in turn will 
bo part of hospital nnits serving desig­
nated populatioi Very complicated, 
delicute, und expensive hospital pro­
cedures will be restricted to a few re­
gional hospitals, and effective transport

and emergency vehicles will tie this net­
work of care together

Prom an organizational standpoint, 
regional commissions, possibly elected 
units like regional school boards, will 
deal with budgets, distributional prob­
lems, and manpower. Local committees, 
also posaibly elected, will serve as chan­
nels of communication between the pa­
tients and the professionals: Grievances 
can be mediated this way, and local su­
pervision can provide information on the 
operation of the groups and teams.

The entire program will be highly lo­
calized in order to keep huge bu­
reaucracies from developing and becom­
ing the self-serving megastructures that 
are the bane of modem life. If the re­
gional commissions actually carry out 
their supervisory functions, this alloca­
tion of funds to local communities to 
plan imaginative and locally satisfac­
tory approaches to medical care will en­
sure a useful national health program.

It will follow that while the monies for 
the service will be in the hands of local 
boards for disbursement, the source of 
the funds still will have to be federal and 
state tuxes. The actual way in which the 
tax structure will have to be changed to 
accommodate a valid national health­
care system remains unclear.

Itfc easy for someone outside the sys­
tem to spin out an ideal plan, par­
ticularly if that someone won't have to 
take the respon?ibility for what happens 
if it should become operative. Nonethe­
less, the political possibilities are there 
and the potential examples abound. Tfen 
million Americans belong to prepaid 
group practice systems. There are school 
systems with comprehensive preventive 
programs for children. Nearly 30 per­
cent of the dortora in the United States 
urc on salary now. Many neighborhood 
hospitals, like neighborhood schools, 
serve the local population exclusively. 
What is missing is n national commit­
ment, national standards, assent to 
equity.

Tho agonizing ova. a national health 
program is only another example of the 
struggle Americans have had »r this 
century to come to terms with con­
tradictions of their political heritage: in­
dividual responsibility and freedom to 
succeed and achieve, and to fail and suf­
fer, on the ono hand; on tho other, gov­
ernment responsibility for tho good and 
welfare of all. Our political tradition is 
cautious, too, not wanting to take too big 
a bite at ono timo. It makes sense to try 
the new remedy in a few states before 
you prescribe it for 215 million people. 
But you must try it, then, or be recon­
ciled never to have a remedy at all!

Dr. S ilver is a professor of public 
health at the Yale School of Medicine. 
His most recent book is Child Health: 
Ainericak Future.
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Board or

Commission Appointee Term

BOARD OF NURSING
AS 08.68 -  7 members; 5 y ea r  term; removed on ly  for  n eg le c t  o f  duty or 
for  unprofes s iona l  or d ish onorab le  conduct a f t e r  a f a i r  and imoart ia l  
hear ing .

Norma J .  Frank,  R.N. March 31, 1979
Box 4229
Mt. Edgecumbe, Alaska 99835 
747-8244 (home)
966-8342 (work)

E i l e e n  Montano, R.N. (chairman) March 31. 1981
SR Box 10033 -----------------
1.5 M i l e  Chena Ridge Road 
F a i rb ank s ,  Alaska 99701 
353-4227

»
Betty  Irwin Hodo, R.N.
3812 Katmai C i r c ' e  
Anchorage, Alaska 99503 
274-3740 (home)
272-5522 Extent ion i40 (work)

Kandace Henry (pub l i c  member/s. - 'cretary) 
1222 16th Avenue 
F a i rb ank s ,  Alaska 99701 
452-5310 (home)

March 31, 1980

March 31, 1980

Carol  Ann Verga 
Box 5138
Ketch ikan ,  Alaska 99901 
225-2620 (home)
225-6688 ^work)

Erna Rasmussen (pub l i c  member)
Box 2
Nome, Alaska 99762 
443-2919 (home)
443-2798 (work)

Marion E. B a y le s s ,  R.N.
C h i e f ,  Area Nursing Serv ice s - f iranch 
Alaska Area N a t i v e  Hea lth  S e rv i c e  
Box 7-741
Anchorage, Alaska 99510

/  i . H i ’’i i W < S l X

March 31, 1982

-Si j I ,
■r j 7 -I ■

March 31, 1981

March 31, 1983
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*

Board or

Commission Appointee Term

STATE MEDICAL BOARD 
AS 08.64 -  7 members; 4 y ea r  term, serves  u n t i l  new member i s  appointed 
and q u a l i f i e d .

J e f f r e y  A. Partnow 
SR 3, Box 31473 
F a i rb ank s ,  Alaska 99701 
456-4724 (home)
452-4769 (work)

Thomas J .  Harr i son ,  M.D.
3500 La touche, Su i t e  250 
Anchorage, Alaska 99501 
3 3 3 ( home) > * < - 3  
277-415! (work)

Thomas S t e n g l ,  M.D.
Box 1059
Auke Bay, Alaska 99821 
586-7466 or 586-6601 (work)
789-0805 (home)

H i l b e r t  J .  Henr ickson , M.D. (chairman) April  21, 1982
3612 North Tongass Avenue 
Ketch ikan ,  Alaska 99901 
225-58r (home)
225 -5 146 (work)

Winthrop F i s h ,  M.D. April 21, 1981
1249 Bann is ter  
Anchorage, Alaska 99504 
279-8262 home)
272-5733 (work)

J a n e t t e  P. Adasiak August 13, 1980
1835 Crescen t  Dr ive  
Ajichorage^ Alaska 99504

Hugh G e l l e r t  January  19, 1981
Box 386 E. SRA 
Anchorage, Alaska 99507 
344-3240 (home)
272-4922 (work)

November 6, 1980

J u l y  8, 1980

January 12, 1980



Board or

Commission Appointee Term

BOARD OF PHARMACY 
AS 08.80 -  7 members, 5 y ea r  term; serves  un t i l  the new member i s  
appo in ted  and q u a l i f i e d ;  L e g i s l a t i v e  c on f irmat ion .

E ldon Ulmer (chairman) March 31. 1982
P .O .  Box 1420 
Anchorage,  Alaska 99510 
344-1260 (home)
277-2667 (work)

James L. Murphy March 31, 1981
1114 Ga lena S t ree t  
F a i rb ank s ,  Alaska 99701 
456-4667 (home)
452-2328 (work)

L e s t e r  F. E l k i n s  March 31, 1983
P .O .  Box 409
Petersburg ,  Alaska 99833 
772-3241 (work)

Cha r l e s  R. Rush March 31, 1979
Box 3728
Anchorage, Alaska 99501 
277-2701 (home)
272-6431 (work)

James H. McCorc le  March 31, 1980
Box 450
Juneau ,  Alaska 99802 
586-1025 (work)
586-2493 (home)

Fred Savok (p ub l i c  member) March 31, 1981
8320 Eas t  10th 
Anchorage, Alaska 99504 
337-4965 (home)

Robert K. Sn ider  (p ub l i c  member) March 31, 1980
P .O .  Box 1620 
Anchorage , Alaska 99510 
277-5306 (home)
279-6471 (work)
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Board or
Commission Appointee Term

BOARD OF EXAMINERS IN OPTOMETRY 
AS 08.72 -  5 members; 3 year  term; serves  u n t i l  new member i s  appo inted .

Timothy B. McLaugh l in ,  O .D . (<lî a.ic»via.r\) June 15, 1979
P .O .  Box 498 
S i t k a ,  Alaska 99835 
747-6645 (work)
747-8449 (home)

John T .  Shank, O.D . June 15, 1980
P .O .  Box 827 
Kod iak ,  Alaska 99615 
486-3859 (home)
486-5504 or 5592 (work)

Thomas K i n s e l l a  (p ub l i c  member) June 15, 1981
SR Box 31071 
Fa i rb ank s ,  Alaska 99701 
456-2617 (home)
452-1155 (work)

Caro lyn  J .  B lack June 15, 1979
Box 24
Ha in e s ,  Alaska 99827 
766-2583 (home)
766-2576 (work)

Dr . Maynard F a l c oner  June 15, 1981
P .O .  Box 919 
Anchorage, Alaska 99501
' . i  I l . |  .. I \LJ ! ' •  1 Vv ' v  • j

• j t , <)*■>* ' / 1 1 '< i I.



Board or

Commission Appointee 'rerm

BOARD OF DISPENSING OPTICIANS 
AS 08.71 -  7 members; serve a t  the p lea sure  of  the Governor, 3 y ea r  
term

George Tresnak June 14, I979
6051 Eas t  22nd Avenue 
Anchorage, Alaska 99504 
333-9931 (home)
272-5715 (work)

Dick L. K le inkopf  ( chairman) June 14, 1981
P.O .  Box 1660 
Fa i rb ank s ,  Alaska 99701 
456-5316 (home)
452-5208 (work)

Phil  in A. Lampert June 14, 1979
P.O .  Box 4-2183 
Anchorage, Alaska 99509 

^  274-2273 (home)
9  274-9210 (work)

Edna M. Lyon June 14, 1981
P.O .  Box 92
Anchorage, Alaska 99510 
272-6328 (home)
272-5715 (work)

Robert Sherwood (p ub l i c  member) June 14, 1980
730 I S t ree t  
Anchorage, Alaska 99501 
279-0422 (work)
276-4960 (home)

Harry J .  Lang (pub l i c  member) June 14, 1979
1406 West 47th Avenue 
Anchorage, Alaska 99503 
279-5741 (work)

Larry  E. Harper June 14, 1980
7 404 K S t re e t
P  Anchorage, Alaska 99501

349-4394 (home)
272-8632 (work)

-7-



Board or

Commission Appointee Term

STATE PHYSICAL THERAPY BOARD 
AS 08.84 -  5 members; 3 y ea r  term; s h a l l  serve un t i l  su c ce s sor s  are 
appo in ted ;  appointed by the Governor.

Edward T .  Heuston ( se c re tary )  
S t a r  Route, Box 6014 
Eag l e  R iv e r ,  Alaska 99577 
694-9761 (home)
274-3505 'work)

Gary W. McCarthy 
1940 Patterson 
Anchorage, Alaska 99504

Donna K lokkevo ld ,  RPT (chairman) 
3710 East  20th Avenue 
Anchorage, Alaska 99504 
277-2219 (home)
272-0586 (work)

September 1, 1980

September 1, 1980

September 1, 1981

J .  Michael James, M.D. 
3710 East  20th Avenue 
Anchorage, Alaska 99504 
277-1312 (work)
279-6094 (home)

September 1, 1980



Beard or 
Commission Appointee Term

BOARD OF NURSING HOME ADMINISTRATORS 
AS 08.70 -  5 members; 3 y ea r  term; serve a t  the p leasure  of the 
Governor.

Leona Bowles
4th S t r e e t ,  Graehl 

F a i rbank s ,  Alaska 99701 
456-4586 (home)
452-1735 (work)

Rober ley Reh Pot ter  (adm in i s t ra to r )  
Box 1176
S i t k a ,  Alaska 99835 
747-8250 (work)

Jane Hanna, R.N. ( cha irman)
Route 3, Box 3738 —
Juneau , Alaska 99801 
586-1529 (home)

Donna M. Stephens 
SR Box 50060 
F a i rb ank s ,  Alaska 99701 
479-4543 (home)
452-1921 (work)

Dove M. Ku l1 
326 4th S tree t  
Mendenhall Apartments 01010 
Juneau ,  Alaska 99801 
586-2670 (home)

October  1, 1981

October  1, 1979

October  1, 1980

October  1, 1930

October  1, 1980

I
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Board or

Commission Appointee Term

BOARD OF CHIROPRACTIC EXAMINERS 
AS 08.20 -  5 members; 3 year  term;

Keith  Godfrey ( chairman)
3800 Lake O t i s  Parkway 
Anchorage, Alaska 99504 
272-0123 (work)
279-5838 (home)

Adrian Barber (secre tary)
K l a t t  S t a t i o n  
Box 10033
Anchorage, Alaska 99501 
344-1501 (work)
344-7674 (home)

Lee Q. Burger ( v i c e  pres ident)
320 Bawden 0306 
Ketch ikan ,  Alaska 99901 
225-6815 (work)
225-2018 (home)

Locke Jacobs  (pub l i c  member)
3540 Wingate C i r c l e  
Anchorage, Alaska 99504 
277-5682 (home)
277-1587 (work)

L innea Burmeister (pub l ic  member) 
P .O .  Box 1103 
Nome, Alaska 99762 
443-2958

serve  at  the p lea sure  o f  the Governor.

J u l y  15, 1979

Ju l y  15, 1978

J u l y  15, 1980 

J u l y  15, 1979 

J u l y  15, 1981



Board or

Commi ssion Appointee Term

BOARD OF DENTAL EXAMINERS 
AS 08.36 -  7 members; serves  5 year  term, u n t i l  new member i s  appointed 
and q u a l i f i e d

Wayne Putman, D.M.D.
Route 5, Box 5107 
Juneau ,  Alaska 99803 
789-6983 (work)
789-9045 (heme)

Arthur Hansen ( chairman)
3487 A irp or t  Road ~~
F a i rb ank s ,  Alaska 99701 
479-2100 (work)
479-2101 (home)

Leonaru Yuknis , D .D .S .
2601 Bon i fa ce  Parkw*'*
Anchorage, Alaska 99504 
333-9591 (work)
344-5784 (home)

John R. Beard (pub l i c  member) February 1, 1981
425 G S t r e e t  
Anchoraoe, Alaska 99501
277-3213 (work)

Jana M. V a r r a t i ,  R .D .H. (denta l  h y g i e n i s t )  February 1, 1981
7030 F o o t h i 11 Dr ive  
Anchorage, Alaska 99504 
333-9591 or 272-7232 (work)
279-0268 (home)

C laude G. R ick ,  D .D .S .  February 1, 1981
3606 Rhone C i r c l e  
Anchorage, Alaska 99504 
279-6235 (work)
272-0812 (home)

John Koby larz ,  D .M.D. ( s e c re t a ry )  February 1, 1980
P.O .  Box 830 
S o ld o t n a ,  Alaska 99669 
262-4690 (work)
262-4942 (ho .e)

February 1, 1983

February 1, 1982

February 1, 1979

- 6 -



Board or
Commission Appointee Term

BOARD OF VETERINARY EXAMINERS 
AS 08.98 -  3 members; 4 y ea r  term; se rve s  a 
Governor.

Bertnn A. Gore, D.V.M.  ( chairman) 
P .O .  Box 666 
Palmer, Alaska 99645 
745-3219 (work)
745-3345 (home)

C l i f f o r d  D. Lobaugh, D.V.M.
RR06 Box 3552 
Juneau ,  Alaska 99803 
789-9210 (home)
789-7551 (work)

David Howe, D.V.M.
2639 Bon i fa ce  Parkway 
Anchorage, Alaska 99504 
337-1561 (work)
333-7207 (home)

t the p lea sure  o f  the

J u l y  31, 1980

January 31, 1931



Board or
Commission Appointee Term

BOARD OF PSYCHOLOGISTS AND PSYCHOLOGICAL ASSOCIATE EXAMINERS 
AS 08.86 -  5 members; 3 year  terms; serves  a t  the p lea sure  o f  the 
Governor.

Dorothy Whitmore, Ed.D. ( chairman) J u l y  1, 1980
207 E. Northe L i g h t s  Blvd .
S u i t e  202
Anchorage, Alaska 99503 
344-2078 (home)
276-2230 (work)

James C. Parsons J u l y  1, 1979
207 E. Northern L igh t s  B lvd .
S u i t e  202
Anchorage, Alaska 99503 
276-2230 (work)
279-3735 (home)

Robert D. Bowers J u l y  1, 1981
7744 Boundary Avenue 
Anchorage, Alaska 99504 
337-6256 (home)
279-9544 (work)

D ick L. Madson J u l y  1, 1980
Su i t e  D, Kerland Bu i ld ing
543 Th ird Avenue
F a i rb ank s ,  / ' l a ska  99701
456-7219 (heme)
452-4215 or 452-4254 (work)

Pam Delys P a q l i e n ,  Ph.D. J u l y  1, 1981
Kod iak /A l eu t i a n  Mental 

Hea lth  Center 
P .O .  Box 712 
Kodiak , Alaska 99615 
486-5742 (work)

»



Official Business

^Alaska jiiate legislature
House of Representatives

Committee on Pou ĥ YState Capitol
H ealth , Sducafion & Social Serv ices  J u n e a u , A laska s o s n

M a r c h  28, 1 9 8 0

To: M e m b e r s  o f  t h e  H o u s e  H E S S  C o m m i t t e e

F r o m :  R e p r e s e n t a t i v e  T h e l m a  B u c h h o l d t ,  C h a i r
H o u s e  H E S S  C o m m i t t e e

S u b j e c t :  H B 9 7 7

C o m i n g  u p  f o r  h e a r i n g  in C o m m i t t e e  o n  M o n d a y ,  M a r c h  31 a n d  T u e s d a y  
a n d  W e d n e s d a y ,  A p r i l  1 a n d  2, w i l l  b e  a m a j o r  b i l l  t o  e x t e n d  h e a l t h  
c o v e r a g e  in t h i s  s t a t e .  E n c l o s e d  i s  b a c k g r o u n d  m a t e r i a l  o n  t h e  
l e g i s l a t i o n .  B r i e f l y ,  it i n c l u d e s :

I. Summary of Proposed Health Legislation

T h i s  is a d e t a i l e d  e x p l a n a t i o n  o f  t h e  p ^ o v u i o n s  o f  t h e  b i l l .  
S e c t i o n  o n e  r e q u i r e s  e m p l o y e r s  t o  s p o n s o r  p r e p a i d  g r o u p  h e a l t h  

c a r e  p l a n s  f o r  t h e i r  e m p l o y e r s .  S e c t i o n  t w o  r e q u i r e s  i n s u r a n c e  
c a r r i e r s  to f o r m  a j o i n t  u n d e r w r i t i n g  a s s o c i a t i o n  a n d  i s s u e  
c o v e r a g e  f o r  h i g h  r i s k  " u n i n s u r a b l e "  c l i e n t s .  It a l s o  e s t a b l i s h e s  
s t a t e  s t a n d a r d s  for " q u a l i f i e d "  h e a l t h  p o l i c i e s  a n d  r e q u i r e s  c a r ­
r i e r s  t o  o f f e r  q u a l i f i e d  o l i c i e s  t o  t h e i r  c l i e n t s .  T h e  r e m a i n i n g  
s e v e r a l  s e c t i o n s  e x p a n d  t a t e  m e d i c a l  a s s i s t a n c e  p r o g r a m s  a n d  a d ­
d r e s s  p r o v i d e r  p a y m e n t  p r o b l e m s .

II. A n  A n a l y s i s  o f  the E x t e n t  o f  H e a l t h  C a r e  C o v e r a g e  a n d  
G a p s  in C o v e r a g e

T h i s  is a n  e x c e r p t  f r o m  T h i r d  P a r t y  H e a l t h  C o v e r a g e  xn A l a s k a  
p u b l i s h e d  b y  L e g i s l a t i v e  A f f a i r s  A g e n c y  R e s e a r c h  D L v r s i o n  in 

A p r i l ,  1 9 7 8 .  T h e  a u t h o r  e s t i m a t e s  t h a t  b e t w e e n  20 a n d  25 p e r ­
c e n t  o f  t h e  n o n - N a t i v e  n o n - m i l i t a r y  p o p u l a t i o n  s t a t e - w i d e  c u r ­
r e n t l y  l a c k  t h i r d  p a r t y  h e a l t h  c o v e r a g e .  A n  a d d e n d u m  h b e e n  
i n c l u d e d  e s t i m a t i n g  t h a t  r o u g h l y  2 0 0  h i g h  r i s k  c l i e n t s  a i d  
e n r o l l  f o r  t h e  p o o l e d  r i s k  c o v e r a g e .

III. A n  A n a l y s i s  o f  t h e  S o c i a l  I m p a c t  o f  t h e  P r o p o s e d  H e a l t h  
L e g i s l a t i o n

T h i s  s e c t i o n  c o n s i d e r s  t h e  b i l l ' s  i m p a c t  o n  t h e  p u b l i c ,  o n  
e m p l o y e r s  a n d  e m p l o y e e s ,  a n d  o n  i n s u r a n c e  c a r r i e r s .  It is 
e s t i m a t e d  t h a t  t h e  l e g i s l a t i o n  w o u l d  e x p a n d  h e a l t h  c o v e r a g e  in 

t h e  s t a t e  t o  c o v e r  m o r e  t h a n  95 p e r c e n t  o f  t h e  p o p u l a t i o n .
M a n d a t o r y  e m p l o y e r  s p o n s o r e d  c o v e r ? '  i n  w h i c h  t h e  p r e m i u m s



a r e  s h a r e 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  w o u l d  r a i s e  l a b o r  

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

a t  $ 3 0  t o  $ 5 0  p e r  m o n t h  f o r  a s i n g l e  e m p l o y e e  a n d  $75 t o  $ 1 1 0  
p e r  m o n t h  f o r  a n  e m p l o y e e  w i t h  d e p e n d e n t s .  T h e  i m p a c t  o n  i n­

s u r a n c e  c a r r i e r s  w o u l d  d e p e n d  o n  h o w  c l o s e l y  L a e  b i l l ' s  r e q u i r e­
m e n t s  m a t c h  c u r r e n t  p r a c t i c e  a n d  h o w  l a r g e  t h e  v o l u m e  o f  h e a l t h  
i n s u r a n c e  b u s i n e s s  t h e  c a r r i e r  h a s  i n  A l a s k a .

IV. T h e  E x p e r i e n c e  in O t h e r  S t a t e s

T h i s  s e c t i o n  i n c l u d e s  t w o  s p e e c h e s  p r e s e n t e d  a t  t h e  " H e a l t h  

C a r e  F i n a n c i n g  O p t i o n s  f o r  C o l o r a d o "  c o n f e r e n c e ,  S e p t e m b e r ,
197 9 .  T h e  f i r s t  s p e e c h  is b y  G e o r g e  Y u e n ,  D i r e c t o r  o f  H e a l t h ,

S t a t e  o f  H a w a i i ,  a n d  d e s c r i b e s  t h e  o p e r a t i o n  o f  H a w a i i ' s  P r e ­
p a i d  H e a l t h  !are A c t  m a n d a t i n g  e m p l o y e r  s p o n s o r e d  c o v e r a g e .  T h e  
s e c o n d  speec<i is b y  B r i a n  O b e r g ,  A d m i n i s t r a t i v e  A s s i s t a n t  t o  
t h e  H e a l t l  a n d  W e l f a r e  C o m m i t t e e ,  M i n n e s o t a  H o u s e  o f  R e p r e s e n t a t i v e s .  
It d e s c r i b e s  t h e  o p e r a t i o n  o f  M i n n e s o t a ' s  C o m p r e h e n s i v e  H e a l t h  
I n s u r a n c e  A c t  w h i c h  s e t s  m i n i m u m  s t a n d a r d s  for h e a l t h  i n s u r a n c e  

p o l i c i e s  a n d  e s t a b l i s h e s  a m a n d a t o r y  a s s o c a i t i o n  o f  i n s u r a n c e  
c a r r i e r s  t o  u n d e r w r i t e  h e a l t h  i n s u r a n c e  for p e o p l e  w h o ,  b e c a u s e  
of e x i s t i n g  h e a l t h  c o n d i t i o n s ,  a r e  u n a b l e  to b u y  s t a n d a r d  
c o v e r a g e .  B o t h  s t a t e s  h a v e  b e e n  v e r y  p l e a s e d  w i t h  t h e  r e s u l t s  
of t h e i r  l e g i s l a t i o n  a n d  h a v e  e x p e r i e n c e d  v e r y  f e w  p r o b l e m s  w i t h  it.

V. L e g a l  I s s u e s

A  l a w  s u i t  h a s  b e e n  b r o u g h t  a g a i n s t  t h e  M i n n e s o t a  l a w  c h a l l e n g i n g  

its c o n s t i t u t i o n a l i t y .  W h i l e  i t  is t o o  e a r l y  t o  p r e d i c t  t h e  
f i n a l  o u t c o m e ,  t h e  S t a t e  o f  M i n n e s o t a  is c o n f i d e n t  t h a t  t h e  l a w  

w i l l  s u r v i v e  t h i s  tes t .  T h i s  s e c t i o n  i n c l u d e s  a s p e e c h  by J o h n  
l g r a s s i a ,  S u p e r v i s o r  o f  t h e  L i f e  a n d  H e a l t h  S e c t i o n  o f  t h e  M i n ­
n e s o t a  D i v i s i o n  o f  i n s u r a n c e ,  d i s c u s s i n g  s o m e  o f  the l e g a l  i s s u e s  
in t h e  c a s e .
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P R O J E C T  H E A L T H

T h e  M u l t n o m a h  C o u n t y  M e d i c a l  S o c i e t y  s u p p o r t s  the c o n c e p t  a n d  g o a l s  
o f  " P r o j e c t  H e a l t h "  in p r i n c i p a l ,  as th e y  a c t  to c a r e  for the 
m e d i c a l l y  i n d i g e n t  in o u r  c o m m u n i t y .  T h e  S o c i e t y  e n c o u r a g e s  i n d i­
v i d u a l  p h y s i c i a n s  to g i v e  c o n s i d e r a t i o n  to p a r t i c i p a t i o n  in this 
p r o j e c t .

P O S I T I O N :  B o a r d  o f  T r u s t e e s  2 / 2 7 / 7 4  - E x e c u t i v e  C o m m i t t e e



P R O J E C T  H E A L  TP J.

T h e  M u l t n o m a h  C o u n t y  M e d i c a l  S o c i e t y  r e c o m m e n d s  tha t ,  in the 
i n t e r e s t  o f  q u a l i t y  p a t i e n t  care, p h y s i c i a n s  p a r t i c i p a t i n g  in 
the ' P r o j e c t  H e a l t h 1 p i l o t  p r o g r a m  s h o u l d  c o n t i n u e  to b i l l  t h e i r  
u s u a l  fees for p r o f e s s i o n a l  s e r v i c e s .  W h e n  ' P r o j e c t  H e a l t h '  f u n d s  
a r e  e x h a u s t e d ,  the M u l t n o m a h  C o u n t y  M e d i c a l  S o c i e t y  u r g e s  its 
m e m b e r s  to c o n t i n u e  to p r o v i d e  c a r e  f o r  t h e s e  p a t i e n t s .

T h e  S o c i e t y  a l s o  a s k s  the ' P r o j e c t  H e a l t h '  s t a f f  to p r o v i d e  an 
a c c o u n t i n g  of t h o s e  p a t i e n t s  w h o  r e c e i v e d  c a r e ,  s h o w i n g  the 
number o f  p a t i e n t s  r e c e i v i n g  car e ,  the a m o u n t s  b i l l e d ,  a n d  the 
a m o u n t s  pai d .

P O L I C Y :  B o a r d  o f  T r u s t e e s  3 / 2 7 / 7 4  - E x e c u t i v e  C o m m i t t e e



£  LAI 1 2 3 1 3  1 1. 28  JA01  8 0 2 8  1 1 . 2 0  0 4 / 0 3 / 8 0 m

' \

I e.\.
V " TO R E P .  B U C H H O L D T  AND H E R  S T A F F

■ i

.&

B E R N E I C E  B A R ,  4 2 2 0  B S T , ,  S U I T E  2 0 1 ,  A N C H O R A G E ,  AK 9 9 5 0 3  
WAS A T  T H E  T E L E C O N F E R E N C E  ON HP. 9 7 7  T H E  O T H E R  D A Y ,  AND D U R I N G  T H E  
C O U R S E  OF  T H E  C O N F E R E N C E  A S K E D  WHAT " R E H A B I L I T A T I V E  S E R V I C E S "
ON P .  3 3 ,  L I N E  8 ,  E N T A I L E D .  S H E  S P O K E  W I T H  S O M E O N E  F R O M  R E P .  B U C H H O L D
T ’ S
S T A F F  ( C O U L D N ' T  R E M E M B E R  T H E  N A M E ) WHO T O L D  H E R  T H A T  S H E  WO U L D  
R E S E A R C H  I T  AND S E N D  H E R  I N F O R M A T I O N .  M S .  B A R  WO R K S  W I T H  R E H A B I L I T A T I  
ON
S E R V I C E S  A N D T H I S  I S  OF  P A R T I C U L A R  I N T E R E S T  TO H E R .

M S .  B A R  WAS E X P E C T I N G  T H I S  I N F O  TO B E  T E L E C O P I E D  T O  H E R  T H R O U G H  
OUR O F F I C E .

W I L L  T H E  I N F O  B E  F O R T H C O M I N G ?  C O U L D  I  T E L L  H E R  WHE N T O E X P E C T  
I T ?  T H A N K S .  E F F I E  ( A N C H O R A G E  L E G I S L A T I V E  I N F O R M A T I O N  O F F I C E )

*r i* is is is IS is >S is <S IS IS is IS IS is IS IS i.S is is <S >S iS 'S <S *S is IS IS >S >S IS >S IS >S )S >S <S >S <S IS IS *S IS IS IS IS tS IS IS <S IS IS >S IS iS is IS is >S. IS <S. IS IS is IS IS )S
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FROM BERNE  I C E  BAR, 4220 B . <3 T . , S U I T E  2131, ANCHORAGE 99503 
PHONE 2 7 9 -9 / ,  31

J HAVE NOT YET  R E C E I V E D  THE IN F O R M A T IO N  WHICH I R E Q U E S T E D  ABOUT 
THE  R E H A B I L I T A T I O N  S E R V I C E S  M E N T IO N E D  ON P .  33 L I N E  0 ,  OF HB 977 .  
YOU M EN T IO N ED  WHEN I I N Q U I R E D  EA S T  WEEK THAT YOU WOULD BE M A I L I N G  
I T .

YOUR PROMPT A T T E N T I O N  TO T H I S  MATTER  WOULD R EALLY  BE A P P R E C IA T E D .  
THANKS .

If &  If  I f  If. If IS If If  I'f. If If If  If  If If If  I? I f  If If If  I f  I f  If  If  If  I f  If If If  If  If I f  I f  If I f  If If  I f  If If If If  I f  If  If if  I f  If  I f  If I f  I f  I f  If  If  If If  I f  If I f  I f  I f  If If  If  If  If  If If I f  If  \
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LIMITS ON EMPLOYEE SHARE OF PREMIUM COST

Maximum employee share

Hourly
Wage

Gross Monthly 
Wage (172 hrs.)

(HB 977) 
1.5% 2% 3%

$3.60 $619 $9.29 12.38 18. 57

4.00 688 10.32 13.76 20.64

6.00 1032 15.48 20.64 30.96

8.00 1376 20.64 27.52 41.28

10.00 1720 25.80 34.40 51.60

15.00 2580 38.70 51.60 77.40

20.00 • 3440 51.60 68.80 103.20



E S T I M A T E D  P R E M I U M  C O S T S  F O R  N U M B E R  T W O  Q U A L I F I E D  P L A N S

I n d i v i d u a l  P l a n s  - E m p l o y e e  O n l y

low: B l u e  C r o s s / B l u e  S h i e l d ,
M a l e  a g e  2 0 - 2 4

h i g h :  S t a t e  F a r m ,
M a l e  o r  F e m a l e  a g e  6 0 - 6 4

3
A v e r a g e  o f  5 carrier*: ,
M a l e  a g e  3 5 - 3 9

3
A v e r a g e  o f  5 c a r r i e r s  ,

F e m a l e  a g e  3 5 - 3 9

I n d i v i d u a l  P l a n s  - E m p l o y e e  a n d  D e p e n d e n t s

low: B l u e  C r o s s / B l u e  S h i e l d ,
M  2 0 - 2 4  + F 2 0 - 2 4  + c h i l d r e n

h i g h :  S t a t e  F a r m ,
M  6 0 - 6 4  + F 6 0 - 6 4  + c h i l d r e n

A v e r a g e  o f  5 c a r r i e r s ^ ,

M  3 5 - 3 9  + F 3 0 - 3 4  + c h i l d r e n

M i n n e s o t a  R a t e  

N o v e m b e r  1 9 7 9  

( Q u a r t e r l y )

$ 3 1 . 4 7

2 1 4 . 4 0

5 5 . 4 2

8 7 . 1 3

A r e a . , 2

$ 1 2 8 . 2 7

4 8 7 . 6 8

1 8 5 . 8 0

D i f f e r e n t i a l

+1 2%

+ 7% 

+ 1 1 % 

+1 1 %

+ 13%

+  7%

+ 11%

E s t .  R a t e  

i n  A l a s k a  
( Q u a r t e r l y )

$ 3 5 . 2 5

2 2 9 . 4 1

6 1 . 5 2

9 6 . 7 1

1 4 4 . 9 5

5 2 1 . 8 2

2 0 6 . 2 4

E s t .  R a t e  

in A l a s k a  
( M o n t h l y )

$ 1 1 . 7 5

7 6 . 4 7

2 0 . 5 1

3 2 . 2 4

$ 4 8 . 3 2

$ 1 7 3 . 9 4

$ 6 8 . 7 5

G r o u p  p l a n  p r e m i u m s  a r e  r o u g h l y  8% l e s s  t h a n  i n d i v i d u a l  p l a n  p r e m i u m s .

1 T h e  M i n n e s o t a  m i n i m u m  s t a n d a r d s  f o r  a n u m b e r  t w o  q u a l i f i e d  p l a n  a r e  t h e  s a m e  a s  t h o s e  s p e c i f i e d  in H B  9 7 7  e x c e p t  

t h a t  t h e  r e q u i r e m e n t s  f o r  c o v e r a g e  f o r  w e l ]  b a b y  c a r e ,  p h y s i c a l  e x a m s ,  a n d  m u l t i  p h a s i c  s c r e e n i n g  h a v e  n o t  y e t  
t a k e n  e f f e c t  in M i n n e s o t a ,  a n d  M i n n e s o t a  d o e s  n o t  c o v e r  m e d i c a l l y  n e c e s s a r y  t r a n s p o r t a t i o n  ( o c h e r  t h a n  a n  a m b u l a n c e )  
o r  t r e a t m e n t . f o r  a l c o h o l i s m  o r  c h e m i c a l  d e p e n d e n c e .

2 D e r i v e d  f r o m  t h e  a r e a  s c h e d u l e  o f  p r e m i u m s  o f  t h e  C A R E  g r o u p  i n s u r a n c e  t r u s t  f o r  a l l  A l a s k a  a n d  f o r  A n o k a ,  D a k o t a ,
H e n n e p i n ,  R a m s e y ,  a n d  W a s h i n g t o n  c o u n t i e s  in M i n n e s o t a .

3 Blur. C r o s s / B l u e  S h i e l d ,  P r u d e n t i a l ,  S t a t e  F a r m ,  N a t i o n a l  F a r m e r s  U n i o n ,  a n d  M a s s a c h u s e t t s  M u t u a l .

T h i s  i s  a s t r a i g h t  a v e r a g e  a n d  n o t  a w e i g h t e d  a v e r a g e .  S i n c e  3 l u e  C r o s s / B l u e  S h i e l d  h a s  b y  f a r  t h e  l o w e s t  r a t e s

a n d  c o v e r s  9 6 %  o f  t h e  p e o p l e  c o v e r e d  b y  t h e s e  f i v e  M i n n e s o t a  c a r r i e r s ,  t h e  s t r a i g h t  a v e r a g e  u s e d  h e r e  is s u b s t a n ­
t i a l l y  h i g h e r  t h a n  t h e  w e i g h t e d  a v e r a g e  w o u l d  be,
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A N D  T H R E E  O T H E R  C O M P R E H E N S I V E  H E A L T H  P L A N S

B e n e f i t S t a t e
C r o s s

E m p l o y e e s

P l a n

B l u e  A l a s k a  #2 Q u a l i f i e d  M i n n e s o t a  

P l a n  (HB 977) Q u a l i f i e d

#2

P l a n

C o n n e c t i c u t  M i d d l e  

O p t i o n  P l a n

d e d u c t i b l e

c o - p a y m e n t

o u t - o f - p o c k e t

liirit

m a x i m u m  l i f e t i m e  

b e n e f i t

p r e - e x i s t i n g  

c o n d i t i o n s  l i m i t

f e e  b a s i s

$ 5 0 / p e r s o n ;  $ 1 5 0 / f a m i l y  

1 0 %

$2000

$ 2 5 0 , 0 0 0

m a x i m u m  b e n e f i t  l i m i t e d  
d u r i n g  1 s t  y e a r  o f  p l a n  

c o v e r a g e  t o  $ 1 0 0 0  f o r  
a n y  p r e - e x i s t i n g  c o n d i ­

t i o n  w h i c h  w a s  t r e a t e d  
d u r i n g  t h e  3 m o n t h s  

p r i o r  t o  e n r o l l m e n t  in 

t h e  p l a n

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

$ 5 0 0 / p e r s o n ;  $ 1 5 0 0 / f a m i l y  $ 5 0 0 / p e r s o n  

2 0% 2 0%

$ 3 0 0 0

$ 2 5 0 , 0 0 0

n o t  s p e c i f i e d

$ 3 0 0 0

$ 2 5 0 , 0 0 0

n o t  s p e c i f i e d

usual and customary 
charges

u s u a l  a n d  c u s t o m a r y  

c h a r g e s

$ 5 0 0 / p e r s o n

2 0%

$1000/person; $2000/
f a m i l y

$ 1 , 000,000

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

t r e a t e d  in t h e  6 m o n c h s  

p r i o r  t o  e n r o l l m e n t  e x ­
c l u d e d  f r o m  c o v e r a g e  f o r  

o n e  y e a r

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

b y  t h e  c o m m i s s i o n  o n  

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

C O V E R E D  S E R V I C E S :  

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

p h y s i c i a n

s e r v i c e s

p r i v a t e  d u t y  

n u r s i n g

y e s

c a r e  r e n d e r e d  b y  M . D . ,  

o s t e o p a t h ,p s y c h o l o g i s t , 
c h i r o p r a c t o r ,  p o d i a t r i s t  

o r  C h r i s t i a n  S c i e n c e  
p r a c t i t i o n e r

R N  s e r v i c e s  a t  t h e  

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

y e s

c a r e  r e n d e r e d  b y  o r  

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

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

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

y e s

c a r e  r e n d e r e d  b y  o r  

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

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

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

yes

professional ser/ices 
rendered by an h'.D., 
osteopath, chiropractor, 
podiatrist, psychologist; 
or naturopath

professional services 
rendered by a registered 
nurse at the direction

of a physician
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B e n e f i t

P r e s c r i p t i o n

d r u g s

r a d i a t i o n

x - r a y  & 

l a b  e x a m s

o x y g e n

a n e s t h e t i c

p r o s t h e s e s

m e d i c a l
s u p p l i e s

S t a t e  E m p l o y e e s  
B l u e  C r o s s  P l a n

p r e g n a n c y  & 
c h i l d b i r t h

y e s

y e s

y e s

y e s

y e s

y e s

b a n d a g e s ,  c r u t c h e s ,  
w h e e l  c h a i r s ,  r e s ­

p i r a t o r s ,  b l o o d ,  

h o s p i t a l  t y p e  beds,, 

p l a s m a

y e s

A l a s k a  #2 Q u a l i f i e d  
H a n  (HB 977)

y e s

y e s

y e s

y e s

y e s

y e s

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

e q u i p m e n t

y e s

t r a v e l a m b u l a n c e  o r  c o m ­
m e r c i a l  a i r l i n e  t o  

n e a r e s t  f a c i l i t y

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

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

y e s ,  o n  i n p a t i e n t  
b a s i s ,  e x c e p t  l i m i t e d  
t o  $ 1 0 0 0  m a x i m u m  if 

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

B l u e  C r o s s

y e s

m e n t a l  & n e r v o u s  
d i s o r d e r s

5 0 %  c o v e r a g e  u p  t o  

$ 2 5 0 0  m a x i m u m  p e r  

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

M i n n e s o t a  #2 C o n n e c t i c u t  M i d d l e
Q u a l i f i e d  P l a n  O p t i o n  P l a n

y e s

y e s

y e s

y e s  

y e  3 

y e s

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

e q u i p m e n t

y e s

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

f a c i l i t y  & m i l e a g e  
r a t e  t o  k i d n e y  d i a l y s i s  

t r e a t m e n t  c e n t e r

y e s ( r e q u i r e d  b y  l a w  

o f  a l l  h e a l t h  i n ­

s u r a n c e  p o l i c i e s

y e s

y e s

y e s

y e s

y e s

y e s

r e n t a l  o r  p u r c h a s e  o f  

d u r a b l e  m e d i c a l  

e q u i p m e n t

$ 2 5 0  l i m i t  e x c e p t  
f o r  c o m p l i c a t i o n s

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

f a c i l i t y

y e s

5 0 %  c o v e r a g e



B e n e f i t ^

N u r s i n g  h o m e

h o m e  h e a l t h  

c a r e

o r a l  s u r g e r y  

p h y s i c a l  t h e r a p i s t  

w e l l  b a b y  c a r e

p h y s i c a l  e x a m s

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

d e n t a l  c a r e

v i s i o n  & 
o p t i c a l

a u d i o

S t a t e  E m p l o y e e s
B l u e  Crof>s P l a n

y e s

70 - 1 0 0 %  c o v e r a g e  
u p  t o  a  m a x i m u m  
o f  $ 1 0 0 0  p e r  y e a r

9 0 %  c o v e r a g e  f o r  
1 e x a m  a n d  1 s e t  
o f  l e n s e s / y e a r

8 0 %  c o v e r a g e  u p  t o  
$ 4 0 C  o v e r  3 y e a r s

A l a s k a  #2 Q u a l i f i e d
P l a n  (KB 977)

1 2 0  d a y s  m a x i m u m  i f  
b e g u n  w i t h i n  14 d a y s  

o f  a h o s p i t a l  s t a y  o f  
a t  l e a s t  3 d a y s

u p  t o  1 8 0  v i s i t s / y e a r

y e s

y e s

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

y e s ,  s u b j e c t  t o  a p ­
p l i c a b l e  d e d u c t i b l e s  

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

y e s ,  s u b j e c t  t o  c o -  
i n s u r a n c e ,  d e d u c t i b l e s  

& l i m i t s

M i n n e s o t a  #2
Q u a l i f i e d  P l a n

C o n n e c t i c u t  M i d d l e
O p t i o n  P l a n

1 2 0  d a y s  m a x i m u m  if 
i t  w o u l d  q u a l i f y  

u n d e r  M e d i c a r e

if i t  w o u l d  q u a l i f y  

u n d e r  M e d i c a r e

y e s

y e s

e f f e c t i v e  J u l y  1, 1 9 8 0  

e f f e c t i v e  J u l y  1, 1 9 8 2  

e f f e c t i v e  J u l y  1, 1 9 8 2

1 2 0  d a y s  m a x i m u m  if 
b e g u n  w i t h i n  14 d a y s  o f  

a h o s p i t a l  s t a y  o f  a t  

l e a s t  3 d a y s

u p  t o  1 8 0  v i s i t s / y e a r

y e s

y e s

m e d i c a l
s o c i a l  s e r v i c e s $ 2 0 0  l i m i t

&



Benefit: S t a t e  E m p l o y e e s
B l u e  C r o s s  P l a n

A l a s k a  #2 Q u a l i f i e d
P l a n  (HB 977)

M i n n e s o t a  #2
Q u a l i f i e d  P l a n

C o n n e c t i c u t  M i d d l e
O p t i o n  P l a n

conversion
privileges

yes yes yes yes

dependent
coverage

spouse, dependent 
children under 23, 
disabled children 
of any age who are 
financially depen­
dent

spouse, children under 
18, children under 25 
who are students and 
financially dependent, 
disabled children of any 
age who are financially 
dependent and dependent 
household members

spouse, children under 
19, children under 25 
who are students and 
financially dependent, 
children of any age who 
are disabled a * depen­
dent

not specified
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A p r i l  3, 1 980 

J o a n  H. G a u m e r  

P a g e  1

S e c t i o n  18.12 - 0 4 0 ,  on  Page 3. T h i s  s e c t i o n  d i s c u s s e s  the c o m m e n c e m e n t  of 

c o v e r a g e .  It w i l l  m e a n  a c h a n g e  in the u s u a l  p r o b a t i o n a r y  p e r i o d s  that hav e  

b e e n  set up b y  e m p l o y e r s  for their e m p lo y e e s .  Th e  four w e e k  p h a s e - i n  into 

the h e a l t h  c a r e  p l a n  d oes not jibe w i t h  the u s u a l  two month, or s o m e t i m e s  

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

a p r o b l e m  f o r  an e m p l o y e r .  We w o u l d  need, h e r e  at Blue Cross, to adj u s t  for our 

A l a s k a n  e m p l o y e e s  the s t a n d a r d  prol itionary p er i o d  of ou r  compa n y .  This w o u l d  

c r e a t e  a p r o b l e m  fo r  our c o m p a n y  as it w o u l d  fo r  an y  o t h e r  c o m p a n y  w h o  has 

e m p l o y e e s  b o t h  in A l a s k a  a n d  in o t h e r  states.

S e c t i o n  18.12 . 0 7 0 ,  Pages 4 a n d 5. T h i s  s e c t i o n  of the l e g i s l a t i o n  e n a b l e s  a 

p e r s o n  w h o  h a s  c o v e r a g e  as a d e p e n d e n t  u n d e r  some o t h e r  h e a l t h  c a r e  plan to 

w a i v e  his c o v e r a g e  t h r o u g h his e m p l o y e r .  T hat w i l l  c r e a t e  a c o m p l i c a t i o n  in 

a d m i n i s t r a t i o n  for e m p lo y e r s .  L o o k i n g  at it f r o m  the p o in t  of v i e w  of i n s u r­

a n c e  c o v e r a g e ,  it w i l l  al s o  c r e a t e  the p o s s i b i l i t y  of s e l e c t i o n  of co v e r a g e ,  

w h e r e  the p e r s o n  k n o w i n g  h i m s e l f / h e r s e l f  to be in p oo r  h e a l t h  w i l l  accept 

c o v e r a g e  u n d e r  bot h  types of e m p l o y m e n t  and the h e a l t h y  i n d i v i d u a l  w i l l  not.

T h a t  w i l l  result in the u t i l i z a t i o n  b e i n g  i n c r e a s e d  and t h e r e f o r e  the cost 

to the e m p l o y e r  fo r  p r e m i u m  a l s o  w i l l  rise.

4 B / 1 1
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H-B. 977 

A p r i l  3, 1980  

J o a n  H. G a u m e r  

P a g e  2

S e c t i o n  2 1 . 5 0 . 0 1 0 ( d )  on P a g e  13. In this s e c t i o n  of the bill a n  " u n q u a l i f i e d  

p o l i c y "  is use d  as t e r mi n o l o g y .  T h e r e  is no d e f i n i t i o n  in this b i l l  of an 

u n q u a l i f i e d  policy. T h i s  b i l l  a l s o  u s e s  the term " n o n q u a l i f i e d  p lan" a n d  t here 

is c o n f u s i o n  b e t w e e n  " u n q u a l i f i e d  p o l i c y "  and " n o n q u a l i f i e d  p l a n . "

Js
4 B / 1 2



H. B .  977 

A p r i l  3, 1 9 8 0  

J o a n  H. G a u m e r  

P a g e  3

S e c t i o n  2 1 . 5 0 . 0 3 0 ( 1 ) ,  o n  P a g es  14 and 15. T h e  d e f i n i t i o n  of m i n i m u m  b e n e f i t s  

n e e d s  som e  m a j o r  c or r e c t i o n s .  A l l  b e n e f i t s  o f f e r e d  in a s t a t e  h e a l t h  p l a n  

s h o u l d  be d e t e r m i n e d  to be m e d i c a l l y  n e c e s s a r y .  A  d e f i n i t i o n  of m e d i c a l l y  

n e c e s s a r y  s h o u l d  be i n c luded in the d e f i n i t i o n  s e c t i o n  of this l e g i s l a t i o n .

T h e  r e f e r e n c e  t h r o u g h o u t  this s u b s e c t i o n  to s e r v i c e s  by v a r y i n g  h e a l t h  c are 

p r a c t i t i o n e r s  n e v e r  refe r s  to t h e m  a s  l i c e n s e d  h e a l t h  c a r e  p r a c t i t i o n e r s  w h i c h  

I t h i n k  s h o u l d  be in s e r t e d  into the bill. T h e  b i l l  d o e s  not r e q u i r e  that the 

s e r v i c e  be p r o v i d e d  by a p r a c t i t i o n e r  w i t h i n  the s c o p e  of his

p r a c t i c e .  T i g h t e n i n g  u p  the l a n g u a g e  w i l l  e l i m i n a t e  p a y m e n t  of c l a i m s  for 

p r o c e d u r e s  that w e r e  p r o v i d e d  by a p r a c t i t i o n e r  w h o s e  s c o p e  of p r a c t i c e  d o e s  not 

i n c l u d e  that p r o c e d u r e  and w o u l d  e l i m i n a t e  p a y m e n t  for p r o c e d u r e s  w h i c h  ar e  not 

n e c e s s a r y  to the life or h e a l t h  of the p a t ient. In S u b s e c t i o n  (D), s e r v i c e s  of 

a n u r s i n g  h o m e  a r e  i n c l u d e d  as a b e n e f i t .  N u r s i n g  h o m e s  s h o u l d  be i d e n t i­

fi e d  e i t h e r  as l i c e n s e d  or M e d i c a r e - a p p r o v e d .

S u b s e c t i o n  (E) d e f i n e s  s e r v i c e s  of a h ome h e a l t h  agen c y .  In the d e l i n e a t i o n  of 

s e r v i c e r  by a h o m e  h e a l t h  a g e n c y  I w o u l d  u r g e  yo u  to list those s e r v i c e s  w h i c h  

w i l l  be c o v e r e d  f o r  a patient s e rv e d  in his home. In o t h e r  i n s u r a n c e  c o n t r a c t s  

h o m e  h e a l t h  s e r v i c e s  o f t e n  lists the p r a c t i t i o n e r s  w h o s e  s e r v i c e s  w i l l  be 

a c c e p t e d  as wel l  as the p a r a p r o f e s s i n n a l s  that w i l l  be i n c l u d e d  in this s e rv i c e .  

T h i s  bill, as it is n o w  writt en ,  c o u l d  re su l t  in a t r e m e n d o u s  i n c r e a s e  in home 

h e a l t h  c o s t s  and t h e r e f o r e  an i n c r e a s e  in p r e m i u m  p r i c e  o v e r  a m o r e  r e s t r i c t e d  

b e n e f i t .

S u b s e c t i o n  (I.) of this b i l l  d eals w i t h  oral  s u r g e r y .  W h i l e  the root c a n a l  and o r a l

s u r g e r y  d e f i n i t i o n s  are w e l l  w o r d e d ,  the w o r d i n g  of the l a n g u a g e

d e a l i n g  w i t h  p e r i o d o n t a l  w o r k  w o u l d  be v e r y  h a r d  to a d m i n i s t e r .  It

w o u l d  be d i f f i c u l t  to e x p l a i n  to a p a t i e n c  that his p e r i o d o n t a l  s e r v i c e s  w i l l

b e  pai d for if o n l y p e r i o d o n t a l  w o r k  is done, but w i l l  not be paid f or  if, a t  the

s a m e  time as h a v i n g  the p e r i o d o n t a l  s u r g e r y ,  t h e r e is som e e x t r a c t i o n  or re p a i r

o f  teeth.

In s u b s e c t i o n  (N) the p r o v i s i o n  of p a y m e n t  for t r a n s p o r t a t i o n  m u s t  be m o r e  

s u c c i n c t l y  d e f i n e d .  As w r i t t e n , i t  is v e r y  b ro a d  a n d  wil] be v e r y  e x p e n s i v e  an d  

a d m i n i s t r a t i o n  w i l l  be di f f i c u l t .
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LI.B. 977 

A p r i l  3, 1980 

J o a n  H. G a u m e r  

P a g e  4

S e c t i o n  2 1 . 5 0 . 0 3 0 ( 2 )  on P a g e  15. S u b s e c t i o n  2 d e a l s  w i t h  the e x c l u s i o n s  for 

s e r v i c e s  or a r t i c l e s  w h i c h  w i l l  no t  b e  c o v e r e d  in the i n s u ra n c e .  In (b) of that 

se c t i o n ,  the p h r a s e  " b i r t h  d e f e c t "  is used. I w o u l d  s u g g e s t  that a d e f i n i t i o n  

of b i r t h  d e fe c t  be i n c l u d e d  in the d e f i n i t i  n section.

I w o u l d  u rge y o u  to a d d a  5 t h  e x c l u s i o n  to this s e c t i o n  for s e r v i c e s  of c u s t o d i a l  

care. I w o u l d  urg e  you- to add a d e f i n i t i o n  of c u s t o d i a l  care w h i c h  m i g h t  

read 'Any p o r t i o n  of a s e r v i c e ,  p r o c e d u r e  or s u p p l y  r e n d e r e d  to m a n a g e  a p a t i e n t ' s  

i l l ness, d i s e a s e  or i n j u r y  a f t e r  he or she has r e a c h e d  a poir.L in r e c o v e r y  w h e r e  

s u c h  m a n a g e m e n t ,  c a n  no l o n g e r  be e x p e c t e d  to i m p r o v e  the c o n d i t i o n . "

S u b s e c t i o n  (3) of this m i n i m u m  b e n e f i t  s e c t i o n  l is t s  b e ne f i t s  w i t h  s p e c i a l i z e d  

c o - i n s u r a n c e ,  p r e m i u m  d e d u c t i b l e s ,  a n d  l i m i t a t i o n s .  A  d e f i n i t i o n  of "wei] baby 

c a r e "  is neede d .  T h e  i n c l u s i o n  of r o u t i n e  p h y s i c a l s  and a n n u a l  p h y s i c a l s  s h o u l d  

be l i m i t e d  m o r e  tha n  the p r e s e n t  l a n g u a g e .  A n nu a l  p h y s i c a l s ,  t e c h n i c a l l y ,  ar e  noc 

p r e s c r i b e d  by a p h y s i c i a n .  To c o n t r o l  o v e r u t i i i z a t i o n  of this benefit, you m a y  

w a n t  to look at s ome of t h e  r e c e n t  c h a n g e s  a n n o u n c e d  by the A m e r i c a n  C a n c e r  

S o c i e t y  w h e r e  they a r e  r e c o m m e n d i n g  that c a n c e r  c h e c k - u p s  for p e r s o n s  b e t w e e n  

a g e s  20 and 4 0  be l i m i t e d  to one e v e r y  t hree years. T h e y  are  t a l ki n g  in terms 

of m a m m o g r a p h y  for b r e a s t  c a n c e r  d e t e c t i o n  y e a r l y  o n l y  for w o m e n  o v e r  5 0  and 

t h e y  a r e  r e d u c i n g  the r e c o m m e n d e d  n u m b e r  of c h e s t  x - r a y s  as w e l l  as the r e c o m­

me n d e d  n u m b e r  of Pa p  s m e a r s  f ro m  o n e  a y e a r  to one e v e r y  three years. This 

s e e m s  to be the trend i n  the d e t e c t i o n  of il l n e s s  a r e a  a n d  the l a n g u a g e  u se d  in 

t his bill s h o u l d  p e r h a p s  r e f e r  e i t h e r  to l i m i t a t i o n s  of this sort or to d o l l a r  

l i m i t a t i o n s  in o r d e r  to c o n t r o l  u t i l i z a t i o n  of a p r o c e d u r e  that m a y  not be cost 

e f f e c t i v e .

M u l t i p h a s i c  s c r e e n i n g  s h o u l d  a l s o  be l i m i t e d  e i t h e r  by a d o l l a r  l i m i t a t i o n  or by 

a l i m i t a t i o n  on the n u m b e r  of p r o c e d u r e s  per y e a r  w h i c h  w i l l  be paid for by the 

i n s u r a n c e .

A l l  t h e s e  c h a n g e s  h ave b e e n  s u g g e s t e d  to e l i m i n a t e  the p r o b a b i l i t y  of e x c e s s i v e  

use, to e l i m i n a t e  i n a p p r o p r i a t e  u t i l i z a t i o n ,  a n d  to c o n t r o l  c o st s  to those n e c­

e s s a r y  fo r  the g o o d  h e a l t h  of A l a s k a n s .
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H.B. 977 

A p r i l  3, 1980 

J o a n  G a u m e r  

Pa g e  5

S e c t i o n  2 1 . 5 0 . 0 4 0  o n  Pag e  16. T h i s  section, w h i c h  d e a l s  w i t h  M e d i c a r e  S u p p l e­

m e n t  Plans, d o e s  not s e e m  to r e c o g n i z e  that M e d i c a r e  S u p p l e m e n t  is a l s o  a v a i l a b l e  

to the d i s a b l e d  p e r s o n  u n d e r  ag e  65 wh o  is a M e d i c a r e  recip i e n t . Th e  l a n g u a g e  

of this s e c t i o n  n eeds to take into a c c o u n t  the fact that t here are pers o n s 

u n d e r  65 w h o  a r e  d i s a b l e d  w h o  do p u r c h a s e  M e d i c a r e  S u p p l e m e n t  policies.

It is our c o n c e r n  that the b e n e f i t s  in this s e c t i o n  for th e  M e d i c a r e  S u p p l e­

me n t  P l a n  are so e x p a n s i v e  that the c o s t s  w i l l  b e c o m e  too h i g h  f o r  the a v e r a g e  

p e r s o n  to p u r c h a s e  a M e d i c a r e  S u p p l e m e n t  policy. T h e  b e n e f i t s  w h i c h  the S t at e

of A l a s k a  w o u l d  incl u d e  in a M e d i c a r e  S u p p l e m e n t  P l a n  (wh i c h  are not n o w

i n c l u d e d  in M e d i c a r e - a p p r o v e d  s e r v i c e s )  are p r e s c r i p t i o n  drugs, p r o s t he s e s ,  

d u r a b l e  m e d i c a l  equip m e n t ,  oral s u r gery, a n d  t r a n s p o r t a t i o n .  T w o  of the 

s e r v i c e s ,  t h o s e  of p h y s i c a l  t h e r a p i s t s  and a l c o h o l i s m  treatm e n t ,  a r e  n ow  limi te d

by M e d i c a r e  and an a p p r e c i a b l e  p o r t i o n  of the c osts for s e r v i c e s  of this sort

w o u l d  t h e n  be bo r n  by the S u p p l e m e n t  Plan. S ince there is a l s o  a l i m i t a t i o n  

of a $ 1 , 0 0 0  p e r  p e r s o n  o u t - o f - p o c k e t  for these c o v e r e d  s e r v i c es ,  it is e x p e c t e d  

tha t the u t i l i z a t i o n  of these b e n e f i t s  w o u l d  be e x t r e m e l y  h e a v y  and w o u l d  

t h e r e f o r e  make the cost of the M e d i c a r e  S u p p l e m e n t  P r o g r a m  e x t r e m e l y  high.

At the time that C o n g r e s s  was d e b a t i n g  M e d i c a r e  c o verage, p r e s c r i p t i o n  drugs, 

t r a n s p o r t a t i o n ,  and c u s t o d i a l  car e  in n u r s i n g  h o m e s  w e r e  a l l  s u b j e c t s  w h i c h  w e r e  

d e b a t e d  and w h i c h  w e r e  d r o p p e d  out of M e d i c a r e  c o v e r a g e  b e c a u s e  the Fede r a l  

G o v e r n m e n t  did not feel that it had s u f f i c i e n t  r e v e n u e s  to pay for these 

c o v e r a g e s .  W h i l e  the a d d i t i o n  of these b e ne f i t s  w o u l d  be of i n t e r e s t  to m a n y  

s e n i o r  c i t i z e n s  in Alaska, the cost of p r o v i d i n g  t h e s e  s e r v i c e s  m a y  r e s u l t  in 

p r i c i n g  the M e d i c a r e  S u p p l e m e n t  c o n t r a c t  out of the r each of a n y o n e  on a 

r e t i r e m e n t  income.
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H .B. 977 

A p r i l  3, 198 0  

J o a n  H. G a u m e r  

P a g e  6

S e c t i o n  2 J . 5 0 . 0 8 0 ,  S u b s e c t i o n  6(c), P a g e  21. Thi s  s e c t i o n  s p e c i f i e s  a 12 - 1 /2  

p e r c e n t  J.imit for r e t e n t i o n  costs and a g e n t  fees for *-he w r i t i n g  c a r r i e r  of the 

S t a t e  Plan. I k n o w  of no i n f o r m a t i o n  w h i c h  w o u l d  i n o i c a t e  that this Is a 

r e a s o n a b l e  p e r c e n t a g e .  I w o u l d  s u g g e s t  that the D i v i s i o n  of I n s u r a n c e  d e t e r m i n e  

a  r e a s o n a b l e  l imit an d  a d o p t  it in r e g u l a t i o n s  a f t e r  s u f f i c i e n t  e x p e r i e n c e  i n d i­

c a t e s  vha t  that l i m i t a t i o n  s h o u l d  be.

I n  S e c t i o n  6(e )  the w o r d i n g  s h o u l d  be a m e n d e d  on lines 23 a n d  25 of Page 21 so 

t h a t  the lo s s e s  w h i c h  the m e m b e r s  of the a s s o c i a t i o n  w i l l  s h a r e  w i l l  be losses 

d u e  to a d m i n i s t r a t i v e  as w e l l  as c l a i m s  e x penses. I w o u l d  s u g g e s t  that on l ines 

2 3  a n d  25 that the w o r d s  "and a d m i n i s t r a t i v e "  be i n s e r t e d  b e t w e e n  the wo r d  

" c l a i m s "  a n d  " e x p e n s e s ".

S e c t i o n  2 1 . 5 0 . 0 8 0 ( 6 ) ( f ) c o n c e r n s  the a s s e s s m e n t  of l o s s e s  a n d the y  ar e  of f s e t  

e i t h e r  by i n c o m e  tax or p r e m i u m  tax p a y a b l e  in the S t a t e  of Alaska. T h i s  o f fs e t

w i l l  of c o u r s e  result in a loss of s tate revenue. It is the o p i n i o n  of those

p e r s o n s  at Blue C r o s s  w h o  have stud i e d  this l e g i s l a t i o n  that the w r i t e - o f f  

s h o u l d  be e l i m i n a t e d  a n d  i n s te a d  that rates for the s t a t e  p l a n  s h o u l d  be a d j u s t e d  

t o  a s s u r e  r e v e n u e  s u f f i c i e n t  to refund the a s s e s s m e n t s  paid by m e m b e r s  of the 

a s s o c i a t i o n .  T h i s  w o u l d  e l i m i n a t e  the loss of r e v e n u e  to the s t a t e  and w o u l d  

p l a c e  a l l  m e m b e r s  in an e q u a l  st at u s  r e g a r d l e s s  of w h e t h e r  they a r e  a c c i d e n t  and 

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

If a n  o f f s e t  is i n c l u d e d  in this l e g i s l a t i o n  the n  the s e c o n d  s e n t e n c e  of 

p a r a g r a p h  (f) s h o u l d  be am e n d e d  in o r d e r  to a s s u r e  that the report to the 

l e g i s l a t u r e  is p la c e d  w i t h i n  a w o r k a b l e  tine frame. It is m y  u n d e r s t a n d i n g  

t h a t  p r e m i u m  tax p a y m e n t s  ar e  m a d e  on a c a l e n d a r  y e a r  basis. T h e y  mus t  be 

r e p o r t e d  to the s t at e  d u r i n g  F e b r u a r y  of any ye a r  a n d  are p a y a bl e  by M a r c h  31 

o f  tha t  year. A  r e p o r t  c o n c e r n i n g  the lo ss e s  f r o m  p r e m i u m  tax w h i c h  is du e

b e f o r e  the end of J a n u a r y  w o u l d  not be f e a s i b l e  in m y  e s t i m a t i o n .
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H.B. 97"1 

A p r i l  3, 1980 

J o a n  G a u m e r  

P a g e  7

S e c t i o n  2 1 . 5 0 . 1 0 0 ,  P age 23. T h i s  s e c t i o n  s p e c i f i e s  the m e t h o d  by w h i c h  the 

s t a t e  p l a n  is a d m i n i s t e r e d ,  h o we v e r ,  t h e r e  is no d e f i n i t i o n  of a s o u r c e  of 

m o n i e s  f r o m  w h i c h  c l a i m s  w i l l  be paid if t hose cl a i m s  are in e x c e s s  of the 

p r e m i u m  pai d  i n t o  the plan. T h e r e  is n o  m o n e y  a v a i l a b l e  to c o n t i n u e  p a y m e n t  

of c l a i m s  u n t i l  the a s s e s s m e n t  a g a i n s t  l o s s e s  is paid as this l e g i s l a t i o n  is 

n o w  w r i t t e n .

S e c t i o n  2 1 . 5 0 . 1 3 0 ,  P a g e s  26 a n d 27. In this s e c t i o n  a " i n d i v i d u a l  c o v e r a g e  

q u a l i f i e d  plan" is r e f e r r e d  to. I c a n  find no d e f i n i t i o n  of what an i n d i v i d u a l  

c o v e r a g e  q u a l i f i e d  p l a n  is.

S u b s e c t i o n  (b) of this s e c t i o n  is u n clear. Blue C r o s s  a s s u m e s  that this su b­

s e c t i o n  refers to a w i d o w / w i d o w e r  of a p e r s o n  w h o  has a c o n v e r s i o n  po l i c y  but 

w e  a r e  not c e r t a i n  of this i n t e r p r e t a t i o n .  If this s e c t i o n  refers to the 

r i g h t  of the w i d o w / w i d o w e r  of a g r o u p  member, the n  the langu a g e  is o b t u s e  and 

a d m i n i s t r a t i o n  of that p r o v i s i o n  w i l l  be d i f f i c u l t .
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H..,. 977 

A p r i l  3, 1980  

J o a n  G a u m e r  

P a g e  8

S e c t i o n  2 1 . 5 0 . 2 0 0  o n  P a g e s  27 and 78. On e  of the d e f i n i t i o n s  in this s e c t i o n  

is the d e f i n i t i o n  of " d e p e n de n t " .  You have s p e c i f i e d  that this i nc l u d e s  

" A  h o u s e h o l d  m e m b e r  w h o  is f i n a n c i a l l y  d e p e n d e n t  on the p r i m a r y  i n sured".

T h a t  a d d i t i o n  to the u su a l  " f am i l y "  d e p e n d e n t s  w h i c h  c a n  be i d e n t i f i e d  by a 

l e g a l  a c t i o n  (marriage, d i v o r c e  or a d o p t io n )  or by b i r t h  w i l l  c r e a t e  a d m i n i s t r a­

tive h e a d a c h e s  and e x c e s s i v e  a d d i t i o n s  or d e l e t i o n s  on d e p e n d e n t  lists. This 

d e f i n i t i o n  of d e p e n d e n t  w o u l d  be ope n to abuse. It is c o n c e i v a b l e  that " d e p e n d e n t s "  

c o u l d  be c h a n g e d  r e a d i ly  c r e a t i n g  a d m i n i s t r a t i v e  p r o b l e m s  and cl a i m s  p a y m e nt  p r o­

bl e m s  and that d e p e n d e n t s ,  in S'.me cases, m i g h t  be a d d e d  s o l e l y  fo r  the a b i l i t y  

to p r o v i d e  t h e m  w i t h  h e a l t h  car e co v e r a g e  through the p o l i c y  b e i n g  p aid for by 

the p r i m a r y  i n s u r e d ' s  em pl o y e r .  That p o r t i o n  of the d e f i n i t i o n  of d e p e n d e n t  

s h o u l d  be d e l e t e d  f r o m  this bill.
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METHOD USED TO DEVELOP FISCAL NOTE FOR HB 977

House B i l l  977 proposes  to  add new coverage  and new e l i g i b l e  c a t e g o r i e s  
t o  the M ed i c a id  and General R e l i e f  Medica l  (GRM) programs adm in is tered  
by the  Department o f  Hea l th  ft S o c i a l  S e r v i c e s  through the  D i v i s i o n  of  
P u b l i c  A s s i s t a n c e .  The b i l l  would add s e r v i c e s  and e l i g i b l e  b e n e f i c i a r i e s  
not p r e s e n t l y  covered by a medica l  a s s i s t a n c e  program adm in is te red  by 
the  Department. In order t o  attempt t o  gauge the e f f e c t  o f  HB 977, i t  
was n e c e s s a r y  t o  do some p r o j e c t i o n s  based on the present  A laska  Med ica id  
and GRM programs and the Med ica id  programs in  o ther  s im i l a r  s t a t e s .  In 
d e v e l op in g  a f i s c a l  note  for  SB 320, the Department acqu ir ed  f i n a n c i a l  
r epo r t s  from f i v e  western s t a t e s  hav ing  m ed i c a l l y  needy programs. The 
f i n a n c i a l  r epo r t s  covered the  federa l  f i s c a l  y e a r s  1977 and 1978 for  
H awa i i ,  Montana, North Dakota ,  U tah ,  and Washington . T h i s  in fo rmat ion  
a l s o  was used to  deve lop  the f i s c a l  note  f o r  HB 977.

The f i s c a l  no te  i s  d iv id ed  i n t o  four  pages to a l l o w  f o r  sepa ra t e  c on ­
s i d e r a t i o n s  o f  adding new s e r v i c e s  and e l i g i b l e  groups to  Med ica id  on 
the GRM program by the e f f e c t  th a t  a d d i t i o n  to  M ed i c a id ,  the c r e a t i o n  o f  
a m e d i c a l l y  needy program, and the  payment o f  i n t e r e s t  on pas t  due 
medica l  c l a im s .

The f i r s t  page o f  the f i s c a l  note  covers  the a d d i t i o n  o f  new e l i g i b l e  
groups and s e r v i c e  c a t e g o r i e s  under the Med ica id  program. The b a s i c  
M ed ic a id  r eques t  for FY 81 minus the 100% f e d e r a l l y - f u n d e d  Ind ian  Hea lth  
Care Improvement Act coverage  ($40,720,600) was used as a base .  To  tha t  
was added 17.1% a d d i t i o n a l  funds for  those  new s e r v i c e  c a t e g o r i e s  th a t  
are not p r e s e n t l y  covered  under the  A laska Med ica id  program. T h i s  
b r ing s  the t o t a l  t o  $47,683,800. The 17.1% f i g u r e  i s  d e r iv ed  from the 
average  percen tage  in the f i v e  o th e r  s t a t e s  f o r  those  c a t e g o r i e s  o f  
s e r v i c e  th a t  are  not  covered  under the A laska Med ica id  program tha t  
would be added by t h i s  b i l l .  T h i s  s ub to ta l  was then m u l t i p l i e d  by 1 .5 ,  
the f a c t o r  by which I b e l i e v e  th e  o v e r a l l  c o s t  o f  the Med ic a id  program 
would i n c r e a s e  ($71,525,700). A laska  has a lower percen t  o f  the t o t a l  
p opu la t i o n  p a r t i c i p a t i n g  in the Med ic a id  program than in o th e r  s t a t e s ,  
p a r t i c u l a r l y  i n  the groups o f  i n d i v i d u a l s  under 21 and i n t a c t  f a m i l i e s .

To d oub le  check these  p e r c e p t i o n s ,  and to a r r i v e  a t  a more p r e c i s e  
budget p r o j e c t i o n ,  the f i s c a l  no te  was deve loped  by budget components.
I t  was p r o j e c t e d  th a t  the M ed ic a id  component? would be a f f e c t e d  in the 
f o l l o w i n g  ways : h o s p i t a l  i n c r e a s e  by 1.33, p h y s i c i a n s  i n c r e a s e  by 1.33,  
o th e r  s e r v i c e s  i n c r e a s e  by 1.33, EPSDT in c r e a s e  by 2 .0 ,  nurs inq  homes 
remain c o n s t a n t ,  and Ind ian  h e a l t h  in c r e a s e  by 2 .0 . The e f f e c t  on the 
GRM budget ,  r e f l e c t e d  by page two o f  the f i s c a l  n o t e ,  would be as f o l l o w s :  
h o s p i t a l  reduced by .33, p h y s i c i a n s  reduced by .33, o th e r  s e r v i c e s  
reduced by .50, and nurs ing  homes and c a t a s t r o p h i c  i l l n e s s  remain ing 
c o n s t a n t .  T h e s e  changes by s p e c i f i c  component produced t.he t o t a l  used 
for  the f i s c a l  note  o f  $71,487,900 f o r  M ed ic a id  in  FY 81.

The h igh amount o f  federa l  funds shown in the f i s c a l  note  i s  the r e s u l t  
o f  a l a r g e  i n c r e a s e  p red i c ted  in  the I n s i a n  h e a l th  component wh ich  i s  
100% federa l  fund ing .  Tin 's i n c r e a s e  would not be a f u n c t i o n  o f  peop le  
r e c e i v i n g  new s e r v i c e s  but tho r e s u l t  o f  a fund ing c h a n g e - - t h e  Alaska 
Area N a t i v e  Hea l th  S e r v i c e  (AANIIS) would be a b l e  to r e c e i v e  more f edera l
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Med ica id  money f o r  s e r v i c e s  th a t  they are a l r e a d y  p r o v id in g  t o  persons 
e l i g i b l e  f or  AANHS, but who are not Med ica id  e l i g i b l e  now s imp ly  because 
A l a s k a ' s  M ed ic a id  program does not  prov ide  coverage  f o r  i n t a c t  f a m i l i e s .

The t h i r d  page o f  the f i s c a l  note covers  the e f f e c t  o f  add ing  a medi­
c a l l y  needy program in  A la sk a .  I t  i s  based on the  p r o j e c t i o n s  done i n  
d e v e l op in g  the f i s c a l  no te  for  the  Senate HESS Committee f o r  SB 320.
For purposes o f  HB 977, the  amount in th a t  f i s c a l  no te  was doubled t o  
r e f l e c t  the f a c t  t h a t  HB 977 would r equ ire  m ed i c a l l y  needy coverage  f o r  
not o n l y  a d u l t  c a s e s  but  a l s o  f o r  f a m i l i e s  and i n d i v i d u a l s  under age 21, 
and would e s t a b l i s h  a h igher  c u t - o f f  p o in t  f or  e l i g i b i l i t y .

The f ou r th  page p ro v id e s  an a n a l y s i s  o f  the c o s t s  o f  p r o v i d in g  i n t e r e s t  
payments on p a s t  due c l e a n  c l a im s  submitted t o  the Department. Wh i le  HB 
977 does not say  s p e c i f i c a l l y  th a t  the p r o v i s i o n  would app ly  o n l y  to  the  
M ed ic a id  and GRM programs, th a t  assumption has been made f o r  purposes  o f  
the f i s c a l  n o te .  The amount p ro je c ted  i s  approx imate ly  o n e - h a l f  percen t  
o f  the  t o t a l  M ed i c a id  and GRM budgets ,  minus the Ind ian  h e a l t h  component 
s i n c e  th a t  i s  mere ly  a t r a n s f e r  o f  federa l  funds and no t  an a c tu a l  
payment f o r  s e r v i c e s  rendered . The f i g u r e  i s  based on the  assumpt ion  
t h a t  the  Department w i l l  be ab l e  t o  c on t inue  to  make improvements in  i t s  
c l a im s  p r o c e s s i n g  system , e v e n t u a l l y  o b v i a t i n g  the need f o r  any i n t e r e s t  
payments to  be made. Of  c o u r s e ,  i f  the c l a im s  p r o c e s s i n g  system would 
r ev e r t  back t o  i t s  p re v iou s  c o n d i t i o n ,  the  amount o f  t h i s  f i s c a l  no te  
would be c o n s i d e r a b l y  g r e a t e r .
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SUMMARY

With the c o s t s  o f  hea l th  care  c on t inu in g  to r i s e ,  t h ird  party  hea l th  

coverage i s  becoming i n c r e a s i n g l y  c r u c i a l  f o r  the p r o t e c t i o n  o f  p e o p l e ' s  

h ea l th  and f i n a n c i a l  s e c u r i t y .  A v a r i e t y  o f  s t a t e  and federa l  hea l th  

programs and p r i v a t e  hea l th  in surance  p o l i c i e s  p rov ide  p iecemeal  th ird  

party  coverage  for  A l a s k a ' s  c i v i l i a n  p opu la t i o n .  I t  i s  e s t imated  tha t  

20 to 25 percent  o f  A l a s k a ' s  n on -N a t i v e ,  n on -m i l i t a r y -d ep end en t  c i v i l i a n  

popu la t i o n  are  w i th ou t  th ird  party  h ea l th  coverage of  any k ind .  The 

comprehens iveness  o f  coverage or l e v e l  o f  coverage  prov ided the covered 

p opu la t i o n  i s  not known; in some ca se s  the coverage  may be inadequate  to 

p ro t e c t  peop le  from f i n a n c i a l  hardsh ip  or i n app rop r i a t e  l e v e l s  o f  medi­

c a l  c a re .  There are a v a r i e t y  o f  approaches the l e g i s l a t u r e  may con ­

s id e r  to improve or extend th ird  party  h e a l th  coverage  in A laska .  These 

op t i on s  i n c lud e :  s t a t e  sub s id i z e d  hea l th  in su ran ce ,  s t a t e  mandated 

employer * ‘b s i d i z e d  h ea l th  in su ran ce ,  s t a t e  r e g u l a t i o n  o f  h ea l th  i n ­

surance c a r r i e r s ,  and expansion o f  the s t a t e ' s  Med ica id  program. Whi le 

p lugg ing these  coverage  gaps would not cure a l l  the i l l s  o f  the h ea l th  

c are  system, i t  would be a s tep .



I .  INTRODUCTION

With the dramatic  in c r e a s e s  in  h ea l th  care  c o s t s  in  the l a s t  decade 

or two, r ou t in e  medica l  c a r e  has become for many an una f f o rdab le  luxury. 

A s e r i o u s  i l l n e s s  or a c c i d e n t  f or  them would be a f i n a n c i a l  c a ta s t r ophy .  

More and more peop le  are  r e l y i n g  on hea l th  insurance  and o ther  k inds  o f

th ird  party  h e a l th  coverage  to f in an c e  the major part  o f  t h e i r  unpre­

d i c t a b l e  h ea l th  expenses .  To an ever growing extent  peop le  are demand­

ing th ird  party  coverage  f o r  r ou t in e  h e a l th  expenses as w e l l .  Th i rd  

party  h e a l th  coverage has become an i n t e g r a l  and c r u c i a l  par t  o f  the 

h e a l th  care  system.

Because p u b l i c  and p r i v a t e  th ird  party  payers  f o o t  the b i l l  for  

tw o - t h i r d s  o f  the n a t i o n ' s  persona l  h ea l th  care  exp end i tu r e s ,  t h e i r  

p o l i c i e s  profound ly  a f f e c t  the nature and terms o f  the h e a l th  c are  

i t s e l f .  For example, many Insurance  p o l i c i e s  w i l l  pay f o r  h o s p i t a l  

c a r e ,  but not nurs ing  c a r e ;  so p a t i e n t s  are h o s p i t a l i z e d  in many cases  

where nurs ing  care  would be s u f f i c i e n t ,  and l e s s  c o s t l y .  S im i l a r l y ,  

many peop le  w i l l  not see  a doctor  u n t i l  h ea l th  c o n d i t i o n s  become a cu t e ,  

because p r e v en t i v e  c a r e  i s  not cu s tomar i l y  covered .  The p o l i c i e s  o f

th ird  party  payers a l s o  a f f e c t  p rov id ers  in terms o f  the r a te s  they

charge ,  the q u a l i t y  o f  c : r e  they p rov id e ,  and the s e r v i c e s  they can 

a f fo rd  to d eve l op .

As th i r d  party  h ea l th  f in a n c in g  becomes paramount to ensure f i n a n ­

c i a l  a c c e s s  to h e a l th  c a r e ,  the gaps in th ird  party  coverage  become more 

g l a r i n g .  The f o l l o w i n g  chap ter s  o f  t h i s  repor t  address  themse lves  to



t h e s e  gaps in  th i r d  par ty  c o v e r a g e .  S e c t i o n s  I I  and I I I  d e s c r i b e  a l l  

the major p u b l i c  programs and p r i v a t e  p lan s  which c u r r e n t l y  prov id e  

t h i r d  par ty  h e a l t h  coverage  in  A la sk a .  S e c t i o n  IV a n a l y z e s  a v a i l a b l e  

d a ta  on the ex ten t  o f  e x i s t i n g  c overage  and i d e n t i f i e s  some o f  the gaps 

both in  terms o f  the covered  p o p u l a t i o n  and s e r v i c e s  c o v e red .  S e c t i o n  V 

o u t l i n e s  a smorgasbord o f  l e g i s l a t i v e  remedies  to p lug some o f  th e se  

g ap s .  The c o n c l u d i n g  chap te r  i n d i c a t e s  o ther  a r e a s  wh ich  may be o f  

concern  to the  l e g i s l a t u r e .



II. A DESCRIPTION OF HEALTH COVERAGE FROM PUBLIC SOURCES

As this report is concerned primarily with comprehensive health 

care, only the public programs which cover a broad range of health 

services and serve a significant portion of the population are described 

here. There are a number of programs which cover only specifio health 

services, such as family planning or treatment of occupational injuries, 

or serve only a narrowly defined segment of the population, such as 

crippled children, which are not described here.

Alaska Area Native Health Service

The Alaska Area Native Health Service (AANHS) is a regional adminis­

trative unit of the Indian Health Service, which is a branch of the U. S. 

Public Health Service. It serves an estimated 65,000 eligible Alaska 

Natives, spouses, and dependents.

Primary care is provided in villages by 216 community health aides, 

each selected by the village council and paid under contract with AANHS. 

These aides are responsible for giving first aid in emergencies, examining 

the ill, reporting their symptoms to the physician, carrying cut the 

treatment recommended, instructing the family in giving nursing care, 

and conducting on-going hea.'th education in the villages. Routine 

primary care 1s also delivered in the villages by itinerant doctors, 

nurses, dentists, and other health professionals.

If the injury or Illness is serious enough to require inpatient 

care or more specialized diagnosis and treatme'.t, the patient is referred 

to the nearest of the seven field hospitals. This secondary level of
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care includes routine hospital admissions for common illnesses or injuries, 

for minor surgical conditions, or for pregnancy. The field hospital 

staff also provides primary care for their immediate corranunity.

Serious or life-threatening illnesses or injuries are referred to 

Alaska Native Medical Center in Anchorage for treatment under the 

itmediate direction of a specialist. Major surgery and complex diagnostic 

procedures are performed at the Medical Center. The Alaska Native 

Medical Center a ^o  provides primary health care for the Anchorage area 

AANHS eligibles and secondary health care for the Anchorage Service 

Unit.

In areas where direct health care by AANHS is not available, or for 

services which AANHS is unable to provide, health care is purchased 

under contract from private physicians, dentists, optometrists, hospitals, 

and pharmacies by AANHS on behalf of Native patients. Highly specialized 

treatments, such as heart surgery or kidney transplants, are referred 

out-of-state. In areas of the state where private health services 

exist, contractual care is an important component of the AANHS delivery 

system.

Despite the comprehensive design, there are gaps in this delivery 

system. Budgeted funds for contractual services are limited, and fre­

quently become depleted long before the next allocation. If it is not 

an emergency condition, the patient must wait, or else pay for the 

treatment himself. If it is an emergency condition, transportation is 

usually arranged to another delivery point.
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U. S. Public Health Service

The Bureau of Medical Services, a division of the U. S. Public 

Health Service akin to Indian Health Services, provides direct compre­

hensive health care for the Coast Guard and merchant seamen, and provides 

occupational health care and safety services for all federal employees. 

Federal health care responsibility for seamen derives from a 1798 act of 

Congress providing for the "relief of sick and disabled seamen".

In Alaska this care is delivered by the Alaska Area Native Health 

Service under contract with the BMS. In addition to an estimated 24,000 

Coast Guard personnel and dependents, and bonafide merchant seamen, many 

fishermen are eligible for Public Health Services. Fishermen and other 

boaters qualify if they are owners or principal operators of a documented 

vessel. A documented vessel is a seaworthy power boat registered with 

the Coast Guard which could be utilized by the Coast Guard in case of a 

national emergency. There are an estimated 3.750 documented vessels in 

Alaska, including fishing boats and pleasure boats. There may be more 

than one principal operator of a boat. Dependents are not covered.

Uniformed Services Health Benefits Program

The military provides comprehensive health care to enlisted personnel 

through military medical facilities and staff. They also provide compre­

hensive health care to retirees and military dependents through the 

Uniformed Services Health Benefits Program (USHRP). USHBP provides 

health services to military dependents in two ways: through military

medical facilities and staff on a space-available basis, and through 

the Civilian Health and Medical Program of the Uniformed Services 

(CHAMPUS) when necessary medical services are not available through



military facilities. CHAMPUS is a supplementary health insurance plan 

purchased from a private carrier. CHAMPUS will reimburse 75 - 80 percent 

of allowable charges for necessary medical care. A S50 deductible is 

also collected on outpatient services. The CHAMPUS carrier in 1975 

estimated that 55,000 dependents and retirees were covered in Alaska.

Medicare

Medicare is a federal health insurance program for people 65 and 

over, and certair disabled people under 65. It is financed by a combina­

tion of employee contributions, employer contributions, monthly premiums 

and federal funds, and is administered by the Social Security Administration.

Part A of Medicare is hospital insurance which is provided at no 

premium charge to those who have worked long enough under social security, 

and provided to others over 65 for a monthly premium of $54. Medicare 

Part A only helps pay for medically necessary covered services up to a 

specified number of inpatient days or home health visits. The Medicare 

patient must pay a deductible and a scheduled percentage of the covered 

costs, as well as the costs of uncovered services and services beyond 

the limits of Medicare coverage. The Part A hospital insurance helps 

pay for inpatient hospital care, inpatient care in a skilled nursing 

facility when it is medically necessary following a hospital stay, and 

certain prescribed services from a home health agency following a hospital 

stay. Medicare does not pay for custodial or long-term care.

Part B of Medicare is medical insurance. Anyone eligible for 

Part A hospital insurance is eligible for Part B medical insurance at a 

monthly premium of $7.70. Medicare medical insurance can help pay for 

doctors' services, outpatient hospital care, outpatient physical therapy



and speech pathology, and many other health services and supplies which 

are not covered by Part A hospital insurance. The medical insurance 

enrol lee must pay the first $60 worth of covered services each year.

After that the medical insurance pays 80 percent of "reasonable charges" 

for covered services and supplies. "Reasonable charges" are computed 

each year by Aetna (the Medicare carrier in Alaska) based on billings 

the previous year. The actual charges by the provider may exceed the 

"reasonable charges" covered by Medicare, and the patient must pay the 

difference, as well as paying the uncovered 20 percent of the "reasonable 

charges". Among the services not covered by Part B medical insurance are: 

routine physical exams, prescription drugs, eye glasses, hearing aids, 

dentures, dental care, and chiropractic services.

Though people over 65 must have accumulated sufficient work under 

the social security system to automatically be eligible for hospital 

insurance, the 1966 law "grandfathered in" all the social security in- 

el igibles at that time. It is estimated that now 99 percent of the non- 

Native population in Alaska over 65 are enrolled in Medicare.

Medicaid

Medicaid is a medical assistance program funded jointly by the 

state and federal governments. In Alaska it is open to public assis­

tance clients and eligibles, and certain other needy people in nursing 

homes, or inpatient psychiatric hospitals. Medicaid clients receive 

care from participating private providers, who then bill the Medicaid 

program. Alaska's Medicaid program covers all the federally mandated 

services: npatlent and outpatient hospital services, physicians services,

x-ray and lab services, skilled nursing home services, home health



services, family planning services, transportation, and early and periodic 

screening, diagnosis and treatment (EPSDT) for eligible people under the 

age of 21. In addition, the state program covers a few optional services: 

inpatient psychiatric care for those over 65 or under 22, intermediate 

nursing home care, eye glasses, treatment for speech, hearing and language 

disorders, and approved outpatient mental health care. The state Medicaid 

program does not cover the following services for which federal match is 

available: prescription drugs, dental care or dentures for those over

21, prosthetic devices for those over 21, physical therapy, chiropractor's 

services, or preventive care for those over 21.

In FY 1976, 22,952 Alaskans, or 5 percent of the civilian popula­

tion, were enrolled in the categorical public assistance programs (Old 

Age Assistance, Aid to the Blind, Aid to the Disabled, Aid to Families 

with Dependent Children, and Supplemental Security Income) and eligible 

for Medicaid.

To be eligible for public assistance, and therefore Medicaid, a 

person must not only meet income criteria, but categorical criteria of 

need, such as over 65, blindness, mental or physical disability, under 

18 and deprived of the care of one or both parents, or a person related 

to and caring for eligible dependent children. Many Alaskans, such as 

low income families with both parents present, meet the income criteria 

for public assistance but do not meet the categorical criteria, and are 

therefore not eligible for Medicaid.

Because Natives receive much of their medical care from the U. S. 

Public Health Service, Native eligibles account for only one-third 

Medicaid expenditures even though nearly two-thirds of the Medicaid



eligibles are Native. This may change with the implementation of the 

Indian Health Care Improvement Act of 1976. This federal law requires 

that medical care provided to Native Medicaid eligibles by the U. S.

Public Health Service be billed to the state Medicaid program, with the 

state receiving 100 percent reimbursement from the federal government 

for Medicaid expenditures in behalf of Natives. This new billing pro­

cedure has not yet been implemented in Alaska.

General Relief Medical

The state-funded General Relief Medical program covers needy people 

and services not covered under Medicaid, as funding permits. People who 

meet the income criteria for Medicaid but do not meet the program cr*teria 

and have no prior health resource (such as Indian Health or health insurance) 

are eligible for all General Relief Medical covered services. Any 

Medicaid eligible is also eligible for those General Relief Medical 

services not covered under Medicaid. The GRM program covers the same 

services as Medicaid (inpatient and outpatient hospital care, physicans 

services, x-ray and laboratory services, nursing home care, home health 

care, mental health care, eyeglasses, treatment for speech, hearing, and 

language disorders, and transportation) plus many more riot covered by 

Medicaid, such as drugs, prvsical therapy, prosthetic devices, hearing 

aids, chiropractors, podiatrists, emergency dental care, wheelchairs and 

other equipment. Nearly all services except hospital and ph.ysican care 

must be Dre-authorized by the state program administration, and most 

services are subject to strict limitations. Medically justified services 

will be refused when funds are not available. The budget is established 

by the legislature.



The General Relief Medical program ensures that all Alaskans under 

the income limits for public assistance have _'ime health care resource. 

For a single adult paying over $35 rent per month, that income limit is 

$334 per month; for a couple it is $490. For a family the formula is 

based on adjusted net income; the first $30 of earned income, one-third 

of every dollar of earned income after that, and reasonable work-related 

expenses are deducted from the net income to maintain an incentive for 

cash assistance recipients to work. Therefore, there is no simple 

dollar figure for General Relief Medical eligibility for a family. While 

the estimated 22,950* Alaskans below the federal poverty level might meet 

the income criteria for General Relief Medical, it should be noted that 

many of these are Alaska Natives or Medicaid eligibles, and so have a 

prior health resource. In FY 77, $3.7 million was expended in the GRM 

program, and $4 million was budgeted for FY 78.

Catastrophic Illness Program

The state Catastrophic Illness Committee administers a program that 

provides financial aid for persons of all income levels who have suffered 

a catastrophic illness--an illness that incurs high medical expenses. 

Total medical bills related to the illness must exceed $1000 in a 12 

month period after all sources of third party payment, such as state and 

federal medical assistance programs, private and military health insur­

ance, and awards in legal actions, have been exhausted. The Committee

* U. S. Department of Commerce, 1976 Survey of Income and Education 

Preliminary Results.
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meets twice a month to determine the eligibility of applicants and the 

amount of medical assistance to be awarded, using a formula based on 

annual income, number of dependents, amount of assets, and the assumption 

that the applicant's share will be paid to the provider on a payment 

schedule covering a period of at least three years.

In its second year of operation, the program has granted aid to 

over 80 persons with the number of applicants steadily increasing as the 

program becomes better known. The largest portion of applicants are 

those in lower income brackets who do not qualify for other forms of 

aid. Whilv. applicants would have to be refused aid if funds were depleted, 

it is anticipated that the $450,000 appropriation for FY 78 will be 

adequate to meet this year's needs.
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III. A DESCRIPTION OF HEALTH COVERAGE FROM PRIVATE SOURCES

Private Health Insurance

Health insurance pays benefits on an indemnity basis. When covered 

health expenses are incurred, the subscriber submits a claim to the 

insurance carrier. Benefits are normally paid to the subscriber. 

Normally, benefits are calculated on the basis of "reasonable charges" 

for each service or a schedule of maximum fees, rather than actual 

charges, and the subscriber must pay the difference if actual charges 

are higher.

Hospital expense coverage is the core of health insurance, because 

hospital care is the largest single medical expense. Hospital costs 

have risen faster in the last ten years than any other item in the 

consumer price index, and they continue to rise. Similarly, surgery has 

become a highly technological and expensive component of medical care, 

and the expansion of surgical expense coverage has followed closely the 

expansion of hospital expense coverage. Regular medical expense coverage 

is the third component of what is known as "Basic Protection", and 

covers physicians' services, and other medical services such as x-rays 

and lab tests. Basic protection policies are designed to cover one or 

more of these key medical services and the bulk of unpredictable medical 

expenses. Basic protection policies typically have limits on the number 

of days, dollars or visits covered, as well as a schedule of maximum 

benefits for services.

Major medical is the other main category of health insurance, and 

is designed to protect the subscriber from very large, unpredictable



-------------------------------------------------------------------------------------------------------------------------------

medical expenses. It covers virtually any kind of health care prescribed 

by a physician. The maximum benefits under major medical is character­

istically high, and the subscriber is typically required to pay a deductible 

and co-insurance as a disincentive for unnecessary utilization of medical 

care. Major medical insurance can either be designed to supplement a 

basic protection policy, or to incorporate basic protection and provide 

comprehensive coverage.

Blue Cross

Blue Cross is not an insurance company, but a hospital/meuical 

service corporation, along with Fairbanks Physicians' Service and Delta 

Dental. As well as being non-profit, a hospital/medical service corporation 

differs from an insurance company in that it contracts with health care 

providers to deliver services to subscribers. The providers bill the 

corporation directly for the services provided, according to a fee 

schedule established in the contract. The subscribers pay a flat monthly 

premium for the coverage.

Blue Cross is specifically a hospital service corporation and 

maintains contracts with all the general hospitals in the state (not 

military or PHS hospitals). Fairbanks Physicians' Service is a medical 

service corporation and contracts with local physicians for services.

Delta Dental is a dental service corporation and contracts with local 

dentists.

Blue Cross, however, covers more than just hospital expenses. Blue 

Cross provides major medical coverage, and subscribers are required to 

pay deductibles and co-payments, just like an insurance policy. Covered
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expenditures delivered by providers not under contract with the service 

corporation are handled like insurance claims, on an indemnity basis. 

Benefits are based on "reasonable charges" and the subscribers must pay 

the difference if actual charges exceed "reasonable charoes".

Pre-paid hospital/medical service plans are typically less expensive 

than health insurance through private carriers for several reasons: 1) 

they are non profit corporations, and any money in excess of their 

benefit payments and operating expenses usually goes toward equipment 

purchases for participating providers; 2) through their contracts with 

providers they are able to exert some cost and quality control pressure 

on providers, however, me effectiveness of this is mitigated by the 

extensive use of cost-plus contracts; and 3) though they do advertise, 

they do not deal through insurance agents and do not pay commissions.

The end result is that an estimated 90 percent of subscriber premiums to 

an established hospital medical service plan are paid out in benefits, 

while only 50 to 80 percent of subscriber premiums to a private insurance 

carrier are paid out in benefits.*

Health Maintenance Organizations

Health maintenance organizations (HMOs) provide a full ranee of 

health care services to enrol lees either directly through plan-cwned 

facilities arid plan-employed providers, or by contract with private 

facilities *r.u providers. Enrollees pay a flat monthly rate for compre-

* Sour;e: Don Koch, Alaska Department of Commerce and Economic Development,
Div.sion of Insurance.



hensive health care, with no deductibles or co-payments. HMOs have 

proven to be the most cost effective form of comprehensive health care 

services, because they are the only form of health care delivery which 

has built-in cost controls and an orientation toward preventive health 

care. HMOs have demonstrated significantly lower hospital utilization 

rates than any other kind of health care plan. Hospitalization continues 

to be the largest and fastest growing component of health care expenses 

nationwide.

The federal government has taken a great deal of irarest in HMOs. 

There is a federal loan program for planning and establishing qualified 

HMOs, there is a federal law requiring large employers in HMO service 

areas to offer HMO coverage as an alternative to health insurance benefits, 

and DHEW is currently organizing a conference of labor and industry 

leaders to promote the HMO concept.

Alaska has one HMO in the planning stage, the Greater Anchorage 

Health Plan.

Teamsters

In most union health plans, employer contributions for health 

benefits a^r paid into a trust fund, and the trustees of the fund pur­

chase group insurance for eligible union members. The Alaska Teamster- 

Employer Welfare Trust is unlike other union health trusts in that it is 

a self-insurer. In other words, the Teamster trustees do not purchase 

health coverage from a private health insurance carrier; they are their 

own carrier, and pay health Insurance benefits to qualifying Teamsters 

directly from their own trust fund. In addition to a health insurance 

plan, the Alaska Teamster-Employer Welfare Trust offer, an alternate

»
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HMO-type plan called the Alaska Health Plan. The Alaska Health Plan is 

not officially an HMO under federal law because it does not offer open 

enrollment and does not provide the full range of services required of a 

qualified HMO. However, its operation is similar to an HMO. The Alaska 

Health Plan contracts with the Alaska Clinic and the Alaska Hospital and 

Medical Center to provide preventive, curative, and rehabilitative 

health services to plan members. The relationship between the Teamsters 

and the Alaska Hospital is more than just contractual, however, as 

Teamsters financed the hospital and serve on the board. The Teamster 

Alaska Dental Plan is also on an HMO model, but it differs from the 

health plan in that the Alaska Dental Clinic is directly owned and the 

dentists are directly employed by the Teamsters.

There are an estimated 28,000 Teamsters Local 959 members in 

Alaska, though they are not all eligible for health benefits. Eligi­

bility is determined by the number of hours worked, and with the high 

post-pipeline unemployment, some Teamsters have exhausted their health 

benefi ts.

- 1 6 -



IV. AN ANALYSIS OF THE EXTENT OF HEALTH CARE COVERAGE AND GAPS IN 

COVERAGE

The Covered Population

Nationally, 178 million people - more than 8 out of 10 persons in 

the civilian non-institutional population - had some form of private 

health insurance in 1975, according to the Health Insurance Institute. 

The same survey reported 250 thousand people in Alaska, (two thirds of 

the civilian population) had private coverage.

The major public programs, U.S. Public Health Service, Medicaid and 

Medicare, provide health coverage to an estimated 20% of Alaska's civil­

ian population. It is not known to what extent public coverage dupli­

cates private coverage state-wide. However, random sample surveys were 

conducted in 1974-75 in both Anchorage and Kodiak Island Borough with 

questions regarding health coverage. The Anchorage survey reported that 

79.9% of the sample had third party health coverage of some sort, and 

20.1% had none. In Kodiak Island Borough 92.6% of the respondents 

reported third party health coverage, while only 7.4% reported none.

This high percentage of health coverage, in Kodiak Island is largely due 

to the high proportions of Indian Health Service eligibles (over 40%) 

and military personnel and dependents (over 25%). Those 7.4% without 

coverage constituted over 20% of the non-Native non-military or military 

dependent population.

The 20.1% of the Anchorage sample without health coverage consti­

tuted over 25% of the non-Native non-military or military dependent 

population in Anchorage.



If we can assume that a similar percentage (20-25%) of the non- 

Native non-military population state-wide currently are without third 

party health coverage from any source, 56 to 71 thousand Alaskans to­

tally lack third party health coverage.

The biggest hole in this coverage patchwork is moderate and low 

income people who are self-employed or marginally employed, or non-union 

employees of an employer who doesn't provide health benefits. These 

people are above the income eligibility standards for Medicaid or Gen­

eral Relief Medical, yet their cash income is not adequate to afford 

either the expense of private health insurance, nor the expense of many 

medical services on a fee-for-service basis. This group includes farm­

ers, shop owners, small contractors, temporary and part-time employees, 

casual laborers, subsistence providers and the unemployed. It also 

includes a large number of non-union workers, particularly those working 

for small employers, such as child care workers, waitresses, clerks, 

clerical workers, delivery truck drivers, gas station attendants and 

construction workers in home building. And of course the dependents of 

these bread-winners normally lack coverage as well.

In Alaska there are many seasonally employed people as well who 

have health coverage only part of the year while they are employed, such 

as loggers and cannery workers. Most construction workers (outside of 

home building) are unionized and have "hour banks" for health benefits 

such that if they work enough hours ever the summers their accrued 

health benefits will last through to the next season. However, when 

there Is not enough work to go around, many people are not able to 

accumulate enough health coverage to last the winter.
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Health plans vary widely in the services covered and the levels of 

coverage provided. The foregoing analysis distinguished between people 

who have any sort of third party health coverage, and tnose who have no 

coverage at all. We have not yet considered whether those with some 

coverage have coverage that is adequate to protect them from financial 

hardship. Some policies, for instance, are specialized and cover only 

hospital expenses, or only surgical expenses. Many policies do not 

cover particular services such as prescription drugs, office visits, or 

nursing care outside of a hospital.

In the Anchorage survey, while 20% of the respondents lacked hos­

pital coverage, 24% of the respondents lacked surgical coverage, 46% 

lacked coverage for visits to the doctor's office, 60% lacked dental 

coverage, and 70% lacked mental health coverage.

Many policies have limits on coverage that are exhausted by severe 

illnesses, or require co-payments which can add up to substantial sums. 

Many policies limit their payments to "reasonable charges" as defined by 

the insurance company, regardless of the actual charges, and the con­

sumer must pay the difference.

It is not difficult for a consumer even with some health insurance 

tc inrur heavy financial losses due to health care expenditures. The 

following statistics suggest that insurance companies in fact are no_t 

paying the bulk of health care expenses.

While the private health insurance industry claims to serve over 

80% of the nation's civilian non-institutionalized population, in 1976 

they paid only 26% of personal health care expenditures nationally.

Services Covered
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Government programs paid another 40%, and consumers paid 32% directly. 

The remaining 1% of personal health care expenditures was paid by phil 

anthropic organizations.^

1 "National Health Expenditures, fiscal year 1976", Social Security 

Bulletin, April 1977, page 8.
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V. POSSIBLE LEGISLATIVE ACTION TO EXTEND COVERAGE

There are several measures which have been conceived to fill some 

of the gaps in health care coverage. Maine, Connecticut, Rhode Island, 

Minnesota, and Alaska have all enacted some form of state assistance for 

catastrophic illnesses. Connecticut and Minnesota have also made some 

cautious steps toward more comprehensive coverage with legislation that 

regulates health insurance carriers, mandating minimum benefit stand­

ards, controlling premium rates, and mandating pooled coverage for high 

risk subscribers. Hawaii has taken the boldest step toward expanding 

health coverage by mandating that all employers subsidize health cov­

erage Tor their employees. These states are pioneers. Their state 

health insurance programs are new, and are being watched with interest 

by other states.

No state has instituted a universal or a state subsidized compre­

hensive health insurance program. While universal coverage is the goal 

for proponents of government sponsored health coverage, no one has been 

able to develop an acceptable scheme of financing universal coverage, 

either at the state or national level. If universal coverage is not yet 

a viable option for states, we are left with a patchwork approach to 

health coverage, covering only the holes we can reach. The following is 

an inventory of some of the "patches" available to state legislatures, 

in order of decreasing cost to the state.
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Uniform ana universal coverage for all residents is the fairest and 

most expensive approach to state sponsored health insurance. If group 

coverage comparable to the plan for state employees was nurchased by the 

state for all state residents without federal health coverage, it would 

cost about 87 million dollars. Such broad coverage is certainly un­

necessary because it duplicates and discourages coverage from other 

sources. It could also cause a substantial migration of people seeking 

free health coverage into Alaska. No state has tried such a plan.

Coverage for the Uncovered

State sponsored health insurance for all residents without coverage 

from other sources would avoid the problem of duplicating coverage, but 

it would still discourage private coverage and cause in-migration.

Groups and individuals would drop their private coverage because they 

know the state would pick them up. In the long run, the program would 

approach universal coverage. Using estimates of the currently uncovered 

population, the cost for such state purchased coverage could be anywhere 

from $27 million to $40 million dollars in 1977. No state has tried 

such a plan.

Coverage for Non-Wage Earners and the Marginally Employed

State sponsored health insurance for defined groups of people who 

have no practical access to private health care coverage is the most 

limited approach to state sponsored health insurance. Under this ap-

Universal Coverage
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Universal Coverage
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proach state subsidies could be targeted for those who need them most. 

The main target groups to be considered would be the unemployed, part 

time, employed, and the low income self-employed--people without access 

to group coverage, or the financial resources to pay for private insur­

ance. This plan avoids some of the problems of the broader coverage as 

discussed above, because it is not likely that significant numbers of 

people would leave their jobs to get state subsidized health insurance, 

nor is it likely the unemployed people from out-of-state could afford to 

move to Alaska just to get coverage. This approach would dovetail well 

with mandatory employer coverage as discussed later.

The cost to the state of subsidizing health care premiums for these 

groups would be substantial, but it could be contained in at least two 

dimensions: the eligible population could be limited by definition, and 

the state's rate of subsidy could be set at any desired level. To 

discourage in-migration, the state subsidy could vary according to . 

length of residency, with first year residents getting little or no 

subsidy, and long term residents getting a more substantial subsidy. Or 

the state subsidies could vary according to the income of the subscriber 

with a higher subsidy for low income people and a lower subsidy for 

higher income people.

A sliding scale of premium subsidization would provide a continuum 

of access to health care insurance up anc down the income scale, avoid­

ing the injustices of an arbitrary threshold. However, it would also 

require an extensive investigation into each subscriber's income to 

determine which rate they are eligible for, much like the eligibility 

determination for welfare. Eligibility would constitute the larges^ 

administrative task under this plan.
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The total premium costs for group coverage for the unemployed, 

self-employed and tne non-labor force population without coverage from 

public sources would be an estimated $25 million. If the state opted 

for less than 100% subsidization, some members of the target groups 

would not enroll. The resulting savings to the state would not be as 

large as one might expect, however, because with any voluntary plan in 

which subscribers bear some costs, the premiums would be higher than 

with a universal plan. This is due to the fact that subscribers would 

be self selecting toward higher use of medical care. In other words, 

people who do not expect to use much medical care would be less likely 

to purchase the insurance, while people who expect high medical expenses 

would be very likely to purchase the insurance. Also, ma( low income 

people wh have immediate needs ,’nd expenses are less likely to purchase 

insurance, because the benefits of medical insurance are deferred and 

uncertain. Low enrollment on the whole would save the state money, but 

it would also contradict the purpose of state subsidized health insur­

ance, namely to make health care available to more people. No state has 

ever instituted a direct health insuran:e subsidy program.

Income Tax Credit

A state income tax credit for health insurance would be an indirect 

way for the state to subsidize health insurance, and avoids many of the 

administrative problems associated with direct subsidy programs. The 

Alaska tax forms would provide a line for the taxpayer to enter ;he 

appropriate credit against their Alaska stace taxes. The credit would 

be equally available to all state residents filing income tax returns,
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including employers. Yet at the same time, if it were a fixed dollar 

amount, it would be a relatively greater benefit to low income people 

than to higher income people. If a fixed dollar tax credit were of­

fered, the state would probably want to require evidence that the health 

insurance purchased meets minimum state standards. This would ensure 

that state dollars would subsidize only health coverage of acceptable 

quality, and no one could collect the credit for just token coverage 

costing less than the credited amount.

If the credit were jomputed as a percentage of the premium cost, 

with an upper limit p/ovided, no minimum benefit level would need to be 

established, because the state would be contributing only a token amount 

to token coverage, and a more substantial amount to more substantial 

coverage.

This alternative would not reach low income people who do not file 

tax returns, nor those who cannot afford even a percentage of the pre­

miums for health insurance. It would be extremely difficult to estimate 

how many people would respond to such an incentive program. A higher 

credit could predictably get more response. The current state employee 

health plan has an annual premium well over $800. If an $800 tax credit 

were offerej currently covered taxpayers, the initial costs would he an 

estimated $68 million, and would rise as more people responded to the 

incentive. If a $250 credit were offered, the initial cost to the state 

would be around $21 million.

 ------r    ■ ■ -• ’ . a ■-•-w -i mmm
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Medicaid Medically Needy Program

"Medically needy" is an optional Medicaid program with federal 

matching dollars. Currently Medicaid provides medical care to anyone 

eligible for public assistance grants under categorical programs: Aid to 

families with Dependent Children, Old Age Assistance, Aid to the Blind, 

and Aid to the Disabled. These public assistance programs have program 

criteria (blindness, age, disability, dependent children) as well as 

income criteria for eligibility. There are many Alaskans who meet these 

categorical criteria, but have incomes a few dollars above the income 

threshold for public assistance eligibility. These Alaskans are able to 

meet their daily living expenses out of their own incomes, but medical 

expenses put a severe strain on their budgets, and often deplete their 

resources to the point that they must again resort to public assistance 

grants and Medicaid.

Under the medically needy option, people who meet program criteria 

but have incomes within a limited range above the income threshold for 

public assistance grant?, are c 1 so eligible for Medicaid. Twenty nine 

states, two territories, and the District of Columbia currently parti­

cipate in the medically needy option. Medically needy includes a "spend 

down" provision. This r?ans that people categorically eligible but 

financially ineligible can become eligible for medical assistance if 

their income above the medically needy threshold is spent on medical 

bills. The difference between the person's income and the medically 

needy threshold is essentially an income-re la ted deductible which must 

be met to be eligible for Medicaid. The medically needy program and the 

spend down provision soften the line between people eligible for both



public assistance grants and Medicaid, and those ineligible for either 

due to a few dollars more income. It also serves as an emer; ncy medi­

cal resource for low income people with categorical eligibility who 

cannot afford adequate health insurance.

Originally, the Alaska Medicaid program was limited t.o the feder­

ally mandated target groups and benefits. The primary reason for this 

was that 65$ of Medicaid eligibles have another medical resource--the 

Alaska Native Health Service— which is 100$ federally funded. Medicaid 

is funded jointly by the state and federal governments. The state has 

kept its 100% state funded General Relief-Medical program which can pay 

for medically necessary services not provided by Medicaid, or ANHS, 

subject to state administrative controls.

Since the Indian Healthcare Improvement Ai.t of 1976, the federal 

government must reimburse the State for Medicaid expenditures on behalf 

of Natives. This act has not yet been implemented in Alaska, but when 

it is inip 1 ernented, it will significantly reduce the fiscal liability of 

the State for Medicaid. A program expansion such as Medically needy 

would then become much more feasible. Some of the medical assistance 

now provided under the state's General Relief-Medical program could be 

paid for jointly by the state and federal governments under the Medicaid 

medically needy program. HTW Region X estimated that, based on Wash­

ington State experience, a medically needy program would expand the 

current Medicaid budget by 10-13%.

Unlike other Medicaid eligibles, for "spend downers" (those who 

must spend their excess income on medical bills to become eligible for 

Medicaid under the medically needy option) there is a dual liability for
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medical bills - the person is responsible for medical bills until the 

deductible is met, then Medicaid takes over. This dual liability causes 

administrative problems. It is difficult to determine exactly when the 

deductible has been met and when eligibility conmenced, whicn bills the 

patient is liable for, and which Medicaid is liable for. The only 

states that have developed an efficient system of administering the 

spend down program are out of compliance with federal regulations.

Mandatory Employer ^overage

Of the various approaches open to the Legislature for extending 

health care coverage, the program with the least impact on the state 

budget for the greatest increase in coverage would be mandating employer 

sponsored coverage available to all employees. Such legislation would 

stipulate minimum benefit standards for employee group plans and would 

set minimum rates for employer contributions to the premium costs. To 

make such a program more palatable the legislation could also provide 

that the state subsidize premiums when necessary in small, marginal 

businesses.

Hawaii for example requires that employers pay at least 50™ of the 

premium. Employers with fewer than eight employees whose share of the 

premiums would exceed 15£ of their payroll, are entitled to state 

subsidies 1n the amount that the excess over 1.5& of the payroll exceeds 

5% of the employers income from the business. Though several employers 

applied for state subsidies under the Hawaii legislation, none were 

found to be eligible according to these criteria.
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Mandating employer coverage however has potential side effects. 

Mandatory group health plans would be similar to raising the minimum 

wage - it would be more expensive for employers to employ people, so 

fewer people would be hired. Though the resulting unemployment would 

probably not be significant among skilled and experienced workers, 

teenage workers would certainly be hit hardest. On the positive side, 

mandating employer coverage would be most beneficial to women and mi­

norities who often w,rk in the non-union low paid jobs without fringe 

benefits such as health insurance.

High Risk Reinsurance Pools

Many people are unable to purchase full health insurance coverage 

because existing health conditions (a weak heart, chronic illness, etc.) 

make them a bad insurance risk. To fill this gap in health insurance 

availability, two states, Minnesota and Connecticut, have established 

mandatory carrier reinsurance pools. All health insurance carriers in 

each state are mandated to offer a health insurance package to high risk 

subscribers at a reasonable premium. Such coverage is reinsured by the 

carriers association, in which membership is mandatory, so that the risk 

is pooled among all carriers in the state.

Because premiums are limited to affordable levels, the high risk 

coverage does not necessarily pay for itself. Any deficit must either 

be absorbed by the insurance carriers, or by the state. Connecticut and 

Minnesota both have established such reinsurance pools with virtually no 

administrative or premium expenses for the state.
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Legislation establishing minimum standards for health benefits is a 

form of consumer protection. It is designed to insure that purchasers 

of state approved plans have the recommended range of coverage to pro­

tect them from financial hardship due to large medica1 expenses. The 

legislation can either mandate that all plans sold in the state meet 

minimum standards, or that all carriers offer a state qualified plan. 

Another variation is mandating that all employment related group health 

plans meet minimum benefit standard..

Such standard setting legislation would be an extension of existing 

state regulatory powers. The impact of such regulation on the state's 

major carriers would probably be minimal, but some small carriers may 

decide to drop their health insurance business rather than comply with 

such regulations. The more stringent regulation, setting minimum bene­

fit standards for all health insurance plans, may also make it more 

difficult for low income people to afford health insurance, because low 

priced, low benefit insurance would be prohibited.

The Ninth Legislature considered minimum benefit legislation in 

tneir second session. House Bill 792 would have required that health 

insurance policies written 1n the state cover less costly alternatives 

tci hospitalization, such as nursing care and home health care.

Minimum Benefits Standards
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VI. CONCLUSION

The possible legislative approaches outlined in this report are 

only partial. They are not solutions to the problems of the health care 

system in this country. The health care system has many other major 

problems not addressed in this report, such as: cost control, quality 

control, appropriate levels of care, ur. jcessary treatment, and access 

to providers. The remedies discussed in this report don't even resolve 

the issue that they address: that of financial access to health care.

It is not likely that all these problems of the health care system can

be resolved on a state by state level.

However, states can take significant steps in each of these areas, 

and in doing so contribute to the body of knowledge and experience on

which a national solution may t_ built. The intent of this report is to

provide the legislature with the information they need to consider 

whether or not state intervention to improve third party coverage in 

Alaska is desirable, and what, if any, the next step will be.

There are three general philosophies of state intervention in 

service delivery. One assumes that the private sector is capable of 

meeting the demand for services, and that the state need only subsidize 

the purchase of services to ensure the satisfactory delivery of services 

to the desired target group. The second assumes that additional state 

intervention is necessary, in the form of regulation to ensure quality 

or accountability, or centralized planning to ensure coordination of 

service delivery, or technical or financial assistance to aid the pri­

vate provider, to ensure that the private sector will deliver services
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to the desired target group to the satisfaction of the state. The third 

philosophy assumes that it is to the state's and the public's advantage, 

for whatever reason, to deliver the desired services directly.

The first four remedies discussed in this report, three levels of 

state sponsored coverage and the income tax credit, would subsidize 

consumers to purchase health coverage from private providers. They 

reflect the first philosophy, that the private sector is capable of 

satisfactorily meeting the expanded demand. Tne last four approaches, 

Medicaid medically needy, mandatory employer coverage, high risk pools, 

and benefits regulation, embody the second philosophy, that intervention 

on a policy level is required. The Catastrophic Illness Program, 

already enacted by the state, reflects the third philosophy of direct 

state service delivery. The state is directly providing a form of 

catastrophic health insurance to all state residents.

Any of these alternatives that significantly expand health care 

coverage would increase the demand for health care, and as a result, 

health care costs would tend to rise. It would therefore be prudent to 

accompany any legislation substantially expanding coverage with legis­

lation instituting cost controls on the health care industry. Though 

cost control legislation is not within the scope of the analysis pre­

sented here, it also deserves consideration.

The alternatives discussed in this report are not exclusive or ex­

haustive. Many of the ideas can be re-combined with each ui :r or with 

other ideas not explored in this report. State intervention in third 

party coverage is a subjecic for pioneering.


