ALASKA LEGISLATURE COMMITTEE FILES 19 91 -19 9 2 8 6 7 2
6813 HOUSE HEALTH EDUCATION & SOCIAL SERVICES



STATE OF ALASKA
HEALTH CARE COST CONTAINMENT TASK FORCE
REPORT

SECTION THREE

HEALTH CARE EXPENDITURES IN ALASKA

AND
THE UNITED STATES

19



HEALTH CARE EXPENDITURES IN THE UNITED STATES

The amount spent on health care in the United States
exceeded $606 hillion in 1989, which is approximately
twelve percent of our gross national product. Health care
expenditures in the U.S. are increasing at the rate of approximately
twenty percent per year each of the last five years

The U.S. spends $1,152 million per minute on health care
and is increasing $230,000. per minute.

The U.S. spends 12 % of our GNP on health care more than any of our
allied neighbors (Canada=*7.5%, Japan=8%, Great Britain=7%). These
expenditures have a substantial negative effect on o ir ability to
remain competitive in the world market place.

Health care expenses consumed 11.6% of U.S. residents disposable
inc me in 1989 and impacts every purchase decision made today.
For example it is estimated that $700.00 of the purchase price for
each new Chrysler automobile goes to paqoy for emplo%/ee health care,
as compared to foreign models at about $300.00. This demonstrates
the additional financial burden of this sizable expense on our ability
as a nation to compete in world markets for products and services.

Am(fefricans spent more for health care in 1989 than we did for food
stuffs.

Of substantial additional concern is that while as a nation we spend
more on heath care than any other nation (12% of GNP), fewer have
access to health care protection, it is estimated that 38 million U.S.
residents are without health insurance.

AASKA HEALTH CARE EXPENDITURES.

The amount spent on health care in Alaska exceeded $1.5 billion in
1990 up from $480 million in 1979. Alaska health care expenditures
are increasing at the second fastest pace of the fifty states.
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Alaska spends approximately $2850.00 per minute on health care and
is increasing by $534.00 every minute. At the current rate of
growth, and without health care reform, the total health care
expenditures in Alaska will exceed $10 billion by the year 2000.

Even though Alaska continues to spend more on health care there are
fewer residents covered bg health insurance. The Task Force
estimates show that 90,000 Alaska residents are uninsured and
W|thouzt088ange 25% Alaskas' population will be uninsured by the
year .

With the increasing economic burden of health care expenditures,
and the increasing number of residents without health care
protection, Alaska is at a greater disadvantage than other states and
nations to further its economy.

EXHIBITS THREE THRU SEVEN (On the following gages)
SOURCE: NOBLE LOWNDES 1991

Exhibit Three illustrates 1989 U.S. health care expenditures by
source of payment, private sector employers, federal programs,
state and local government programs, consumers and all others.

Exhibit Four illustrates 1989 Alaska health care expenditures by
source of payment, private sector employers, federal programs,
state and local government programs, consumers and all others.

Exhibit Five illustrates Alaska health care expenditures from 1979
to 1989 and breaks down by payor (private sector, federal programs
and state programs)

Exhibit Six illustrates Alaska state spending for 1989 categorized
by program, medicaid, employees, retirees, municipal and political
subdivisions, workers compensation, and other state funded health
programs.

Exhibit Seven illustrates total Alaska health care expenditures as
ﬁomlphared to total population to determine per capita expenses for
ealth care.
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PERCENT OF US. HEALTHCARE EXP. BY SOURCE OF PAYOR
OTHER 2.40% ¢/ STATE/LOCAL
11,1110 GOVT

CONSUMERS  24.52%

30.23% FEDERALGOVT

31.33%
PRIVATE

HCCC-TF EXHIBIT FOUR

PERCENT OF ALASKA HEALTH CARE EXP. BY SOURCE OF PAYOR
3.00% OTHER
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HCCC-TF EXHBITHVE

STATE OF ALASKA HEALTH CARE EXPENDITURES 1979 VS 1989
600000000
500000000
400000000
300000000

200000000

100000000

0
PRIVATE FEDERAL STATE/LOCAL

HCCC-TF EXHIBIT SIX

1989 STATE OF ALASKA HEALTH CARE EXPENDITURES BY STATE
PROGRAM

OTHER STATE PROGRAMS $28 STATE EMPLOYEE/RETIREE PU\N $110 M

MUNI/POLY SUBS $40 MILLIO

WORKMANS COMP.$ 11
MILLION

MEDICAID $121 MLLION
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HCCC-TF EXHIBIT SEVEN

STATE OF ALASKA
PER CAPITA HEALTH CARE EXPENDITURE ANALYSIS
1979-1989

1979 1984 1989
POPULATION 401,000 522,000 534,000
HEALTH CARE EXP. $480. MILLION ~ $710. MILLION  $1.34 BILLION

PER CAPITA
HEALTH CARE EXP. $1197.00 $1360.00 $2524.00
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CAUSES OF RISING HEALTH CARE COSTS IN ALASKA

The Task Force in its expanded role, has investigated the problems
and causes of rapidly rising health care expenditures in Alaska. The
Task Force used public testimony, surveys, research (statewide &
nationally) along with a detailed "analysis of the delivery and
financing of health care in Alaska in its investigation.

During this review the Task Force has identified not a sole culprit
but numerous contributing factors that must be dealt with in an all
encompassing manner to provide long term relief and health care
expenditure management.

LIFE STYLE RELATED

Alaska residents like those in the lower 49 have seen increasing

health care treatments due to life style injuries and diseases.

These include alcohol and drug abuse, sports related injuries,

zalmcl?r, AIDS and heart disease as the major expenditure causes in
aska.

COST SHIFTING FROM OTHER HEALTH PROGRAMS

Alaska has to recognize the impact of cost shifting on the total cost
of health care. When other ﬁrograms either cut back or reimburse
providers at lower levels these liabilities are directly transferred
to other payors.

In addition, when programs make either enhancements or reductions
in benefit levels these add additional costs or program burdens.

UNINSURED/UNDERINSURED ALASKA RESIDENTS
It Is estimated that there are 90,000 Alaska residents that are with

out health care protection, in addition there are a substantial
number that do not have adequate coverage.
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These residents are prevented from rePular preventative care that
would eliminate more serious and costly future health careneeds.
Also compounding the health care cost problem is when the
uninsured / underinsured residents receive treatment they cannot
afford.  This is recognized by the health care provider as
uncompensated care, but this cost is generally spreadout among the
other payors.

NEED FOR PREVENTATIVE CARE. WELLNESS INCENTIVES AND
HEALTH CARE EDUCATION

More and more evidence points out the significant value in promoting
wellness and preventative medicine. Through health education and
pro?ra_ms that cover and promote preventative medicine Alaskans
could improve their overall heaith and help reduce unnecessary
expenditures.

Health care education and preventative medicine programs must be
designed with up to date information and continually adjusted to
changing medical trends, f|nd|n%s and advancements. These programs
must also continually educate the public and recognize changes in
lifestyle, surroundings and perception of health.

One example of a heath promotion, education and prevention program
is the "Healthy Beanmngs Program” recommended by the Health Care
Cost Containment Task Force and instituted by the State for the

employee health insurance plan in early 1990.

The "Healthy Beginnings Program" is a program for women and their
babies starting with the first trimester, with screening for
potential moderate or high risk pregnancies to determine steps
necessary to eliminate o; reduce the risk of a premature or
unhealthy delivery.

The program centers around early intervention, education and

wellness along with continued communication with the mother
throughout her pregnancy.
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Since the inception of the "New Beginnings Program” mothers who
have participated in the Frogram are reducing the number of low
birth weight deliveries. The program has also saved the State
Employee health plan millions of dollars.

Promoting health education, wellness and prevention isa cost
effective way to help assure Alaska residents are receiving health
care at the appropriate time and level of treatment necessary.

HIGH COST_OF MEDICAL TECHNQLQG"AND_WASIE.

During the last five years two new facets of medical inflation have
come to light. These are new technology and waste in the medical
delivery system.

In recent years new technology in the form of equipment,
procedures, treatments and medicines has greatly improved our
ability as a nation to prolong life. While this has had a substantial
effect on being able to keep people alive it has also come with
substantial additional health care expenditures.

Alaska has also participated in this race for the newest and best
medical technology. While we too have been able to improve the
longevity of our residents the cost has heen significant.

A method must be developed to assure that the technology is
available to residents without duplication or undue cos’ fo the
health care delivery system. In addition we must weigh the benefits
and cost of any new fechnology that has a substantial effect on the
Alaska health care delivery system.

w6 MIINQIBEgI-MALEBACHCE- INSUBA\CE COSIS

Malpractice insurance premiums and the associated costs continue
to be a significant component of health care expenditures in Alaska.
While many attempts have been made to improve and or reform the
system no significant in roads have been made to reduce the overall

Costs.
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Malﬁractice premiums paid to insurance companies are only one part
of the equation. Of equal importance and much more difficult to
measure is the practice of defensive medicine by health care
providers attempting to avoid a "claim".

The problem is not only one of cost but of those providers who gzo
without coverage or inadequate protection. It is estimated that
approximately 25% of physicians and 50% of obstetric / gynecologic
practitioners "in Alaska are uninsured for malpractice.

The malpractice problem must be dealt with in any comprehensive
strategy to manage health care expenditures in Alaska, it should be
done on a systemic approach, including loss prevention, education,
financing of protection and the ability to project and limit losses.

HEALTH INSURANCE CARRIERS ROLE

Health insurance carriers play an important role in the delivery and
financing of health insurance in Alaska. In Alaska their are only
seven insurance companies with any volume selling health insurance
policies. Three nonres.dent companies have control of
approximately 90% of the market place.

Alaska health insurance carriers have made constrictions in their
underwriting standards and at the same time generally set premiums
based on cost of claims plus overhead expenses & profit and
instituted cost containment programs.

This limited the risk for carriers but placed additional burdens on
access to health insurance adding to the population of those
underinsured / uninsured.

It is recognized that writing and servicing health insurance policies
in Alaska may be some what more expensive than in the other 49
states. However, Alaska is a large and growing marketplace that
needs affordable health protection.
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o EQUTHEEINEWINNDATE - QUEBAGES-AD-H{EALTH OARE

Alaska like most other states has passed a number of measures

(sixteen since 1985) that mandate additional coverages for health

care services in health insurance policies. This proliferation of

rAnlan(aated coverages adds to overall heath care expenditures in
aska.

Although many of these measures can be justified, in the future all
measures that expand the mandated coverage list should h9
evaluated by the legislature for total long term impact on the health
care delivery system in Alaska.

New health care specialties have become an important component in
the Alaska health care delivery system however, the trade off is a
reduction in primary care providers especially in the rural areas.

HEALTH CARE PROFESSIONAL TRAINING AND RETENTION

The future of the health care delivery system in Alaska revolves
around the abHﬂX to train and retain quahtY health care
professionals in Alaska. The programs in place today must be
revisited and revised to keep up with the anary and emergency
care needs of Alaska especially in rural Alaska.

GENEPAL OBSERVATIONS

Alaska has no central authority to provide health care planning,
review of delivery, quality, access, and financing of health care
protection. Alaska needs to have, in place, as the Health Care Cost
Containment Task Force recommended, long term strategies to
a?fsu[je gfﬂe medical delivery system remains accessible and
affordable.
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ALASKA HEALTH CARE DELIVERY SYSTEM FINDINGS

The Task Force in its expanded duties reviewed the health care
delivery system in Alaska and its important role in managing health
care expenditures in Alaska.

During this review the Task Force_recog:?n_ized the importance in
contmum? the work already done in building a health care delivery
system of which we can be P.pud. But in order to continue to expand
and_|miJrove the system certain long range plans and controls must
be implemented.

ALASKA LARGE GEOGRAPHIC AREA AND RURAL POPULATION

Alaska has an enormous land area and residents in largely rural
areas that require health care. Alaska does have a good rural health
care dehv,erY system, but it is not immune from the problems such
as long distance travel for care, limited health care services in
some areas, difficulty in attracting and retaining health care
professionals in rural areas and small facilities with limited
services.

However only about 20% of the health care expenditures in Alaska
are expended in the areas outside of the cities of Anchorage,
Fairbanks and Juneau.

URBAN ALASKA HEALTH CARE DELIVERY SYSTEMS

Alaska expends about 80% of its health care dollars in it's three
largest cities (Anchorage, Fairbanks, Juneau) creatlng ancther set of
complexities in delivering heath care to Alaska residents.

Because the urban areas have larger populations and many rural
residents receive health care in these cities, they are able to
?enera_lly support more health care facilities and providers normally
ound in cities of like size.
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The isolation from neighboring states also creates the need for self
supporting health care delivery systems.

QUI.QF-.STAIL.HEALIh.CABE DELIVERY SYSTEMS

Alaska's health care delivery system relies on the systems of other
stat%s ftor certain treatments and as an alternate choice for
residents.

Many Alaska residents choose to receive treatment or
hospitalization in other states for a variety of reasons. These
include the lack of available care in state or simply as a matter of
convenience or comfort.

it is difficult to determine the amount of health care that is
provided to residents by out of s*ate providers. However, the out of
state delivery system provides an important alternate delivery
system and an equally important safety valve.

This system of receiving care must be continually monitored to
assure that it provides rare with out detracting or escalating health
care costs for Alaska.

OTHER HEALTH CARE DELIVERY SYSTEMS IN ALASKA

Alaska has a number of other programs providing health care to
residents. These include, Indian Health Service .(I.H.Sg, Civilian
Health And Medical Programs for Uniformed Services é HAMPUS),
\S/ettirans Administration (VA), Medicare, Medicaid and Public Health
ystems.

In order assure and maintain an efficient health care delivery
sKstem_ in Alaska all systems must, when feasible, coordinate and
share information to prevent duplication, gaps in service and fueling
medical inflation.
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SURVBUSESULIS

The survey done by the Task Force was designed to give greater
insight to health insurance plans offered by Alaska employers, the
costs for these plans, who is covered b%/ health insurance, and
additional data and perspectives from health care providers.

Over 300 surveys were mailed to various groups in Alaska including,
municipalities, school districts, health care providers and private
sector employers.

The survey questions were tailored to gather specific information
relative to each category of respondent.

Questions ranged from those eligible / ineligible for emlployer health
plans, number of employees, plan design, employee/employer
contributions, cost containment measures implemented, premium
costs, ideas to help reduce ever increasing health care costs and the
reasons for these increasing costs.

Questionnaires sent to health care providers had additional
questions to determine their specific persPecuve about nsmg
health care costs and certain contributing factors ie.\ bad debt,
malpractice insurance costs and others.

The survey results gave us information that previously was not
available. “ These includethe range of employer sponsored health plan
designs, eligibility, associated premium costs, cost containment
strategies employed, and respondents perspective, and impressions
about the health care delivery system in Alaska.

In comparison to the State of Alaska active employee health plan,

the survey results showed: |

(1) the state no longer had either the most expensive health plan
(64% of respondent's plans premium or premium equivalent
was in excess of the states $385. per month) and,

(2) no longer was the State's plan the best in coverage (54% of
respondents provide similar or better benefits).
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With respect to the number of respondents offering health insurance;

1) surprisingly 94% do offer some form of health insurance to
their full-time employees while, _

(2) none of the respondents provide coverage for part-time,
seasonal, or occasional employees.

—_

The majority of respondents have implemented ways to reduce their

health plan costs; _

(1) seventy one percent have implemented at least two cost
containment measures, and | _

(2) sixty percent have also made benefit changes in the last two
years.

In addition respondents also are implementin? alternate financing of
health insurance. Thirty one percent have self insured their plans.

The survey confirmed earlier information that the majority of health
insurance In Alaska is underwritten by three carriers: Aetna, Blue
Cross and Great West.

The survey asked specific questions about respondent's opinions
relating to cost containment techniques that have worked for them
and those that did not. Results showed that 55% of respondents felt
that second surgical opinions and preferred provider organizations
did not demonstrate significant savings. Seventy percent felt that
utilization review, large case management and self insurance had
positive results.

Respondents offered the following ways to control health care cost
(shown with the percent of respondents offering each).

Statewide plan.............. 87%
Malpractice reform......... 55%
Regulate provider rates 53%

Provide insurance for uninsured..50%
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In addition, the survey asked res
contributors to rising cost of hea
percent of respondents for each).

Health care providers
Malpractice Insurance
Overbuilt facilities
Insurance carriers
Plan members
New technology

Pondents.their views of the major
th care in Alaska (shown with the
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STATE OF ALASKA
HEALTH CARE COST CONTAINMENT TASK FORCE

RECOMMENDA TIONS

The Health Care Cost Containment Task Force has over the last
twenty-two months reviewed the rapidly mcreasm? costs of health
care In Alaska and have identified not one sole cu ,ont but many
ponAtr||bukt|ng factors that collectively drive the health care economy
in Alaska.

The Task Force has identified the following main components that
should be focused on as a minimum starting point to bring health
care expenditures in control for Alaska.

Cost shifting from other .P_rograms

Federal pro%ram cost shitting o

Improve health care delivery and financing systems
Uninsured / underinsured Alaska State residents
Accessibility of care

Mandated coveraPe COStS .

Improve the involvement and education for end users
Collect current and meaningful health care data

Institute preventative medicine programs

% % % % % % % ok %

The Health Care Cost Containment Task Force makes the following
recommendations which are designed to provide affordable quality
health care access for all Alaska residents.

A. Create an authority that would establish and maintain health care
provider payment and utilization schedules taking into consideration
geographic location, actual provider cost, availability, and medical
necessity (potentjallg using an established system as a foundation).
The schedules will be used by all public sector employers and
available to private sector as well.
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And:

Would establish a voluntary health care protection procurement and
financing pool to maximize purchasing power for,
. State, local government and political subdivisions.
il Underinsured / uninsured for State residents.
~lil.  Public / small employers plan.
This authority would be governed by a board and would assure that
access to quality affordable was available to all Alaskans.

B. Collection and analysis of state health care utilization andcost
data, to recognize trends and recommend solutions to the
appropriate entity.

C. Expanded monitoring and certifying of facilities expansion and
substantial e(1u|pment technological purchases to assure need and
eliminate dUﬁ ication or unnecessary expense. This would require
revision of the C.O.N. statutes currently in place.

D. Promote health awareness, preventative medicine and quality
health care for all state residents.

E. Provide quality affordable health care access for Alaska
residents who are underinsured / uninsured.

F.  Continue to evaluate the effect of Federal program changes and
maximize the use of Federal Funds.

G. Promote health care professional training and retention in
Alaska.

H. Develop a way for the sole proprietor and small employer to
provide health coverage to employees and their dependents.

. Continue to evaluate alternate and self funding as an option for
the state employees and retirees plans. Include in the next Request
tfor.Proposal a request for bids on a comprehensive and unbundled
asis.
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J. Form a cross section focus task force to continue to study and
make recommendations to assure quality, affordable, health care
access for all Alaskans.

TASK FORCE RECOMMENDATIONS FOR LEGISLATION

The Task Force recoHnizes the need for specific legislation to
provide for a comprehensive ap{)roach to produce cost effective
quality health care access to all Alaska residents.

Two separate but interrelated pieces of legislation are being
recommended and endorsed by the task force. These are:

ALASKA STATE HEALTH RESOURCES AUTHORITY (ASHBA).

Creation of the Alaska State Health Resources Authority (ASHRA)
SB 83, HB 71 which once enacted would he empowered to manage the
a(|:cel§s, delivery, quality, planning and financing of health care in
Alaska.

The authority would be implemented in two phases:
PHASE..QNE

By July 1, 1992 create and begin implementation of a statewide
health care provider reimbursement schedules and utilization
standards, which shall be used by all Alaska public employers and
avaHab!e for use by all other Alaska employers by application to the
authority.

This provision requires the authority to create a system or method
that streamlines or results in cost efficient payments to providers,
and includes schedules of maximum allowable reimbursement for
health care related services. These schedules would be based on
actual provider cost, geographic regions, and availability of care. In
addition, this provision creates the statewide utilization standards
system to monitor, track and validate patterns of treatment by
health care providers. This assures that cost efficient and cost
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effective care is provided with out compromising the quality of care
for participants in the authority.

The authority would also be required to issue an impact statement
on all certificate of need applications within 60_days of notice, this
will allow the authority to determine the cost implication of these
proposed certificates or changes to existing certificates.

INPACT

The goal of this phase is to reduce the rise in medical inflation for
art|C|_Pants in the authority to at or about Consumer Price Index
rom its current level of about 20% per year. Another goal is to
minimize cost shifting to other health care pro%rams. With out this
phase, health care expenditures in Alaska would top $10 billion by
the year 2000. The State of Alaska's portion of this increase would
exceed 3.0 billion. At the same time the ranks of uninsured
residents would total 25% of our population, (exhibits one, and two)

PHASE TWQ (optional procurement of insurance)

Beginning after July 1, 1992, the Authority is directed to procure or
provide comprehensive group health insurance for Alaska public
employers and other employers in the state who elect to participate.

This would expand the pool of subscribers and maximize the
opportunities for health care cost management and should realize
significant additional savings for those participating in the
authority.

In addition to creating the most comprehensive, cost effective, and

efficient method of providing a variety of types of health care plans,
the Authority must meet the coverage requirements resulting from

negotiated agreements.

The authority is also required to review and whe-e feasible provide
health insurance protection for the uninsured and underinsured
Alaska residents.

41



No later than January 1, 1993 the authority would deveIoP and offer
a helalth insurance protection plan for the sole / small Alaskan
employer.

IMEACT

Phase two would bring together the provider reimbursement and
utilization management comﬁpnents with the delivery and financing
of health care in Alaska. This will enable the state, throu%h the
authority, to provide access to quality cost effective health care for
all Alaska residents.

ASHRA EXHIBIT ONE: illustrates the estimated impact on total and
the states portion of health care expenditures as compared without
the effect of ASHRA. Total health care expentitures would be
reduced in the year 2000 from $10 billion to under $6.0 billion and
the states portion would be reduced from $3.28 hillion to $2.0
billion. For a total estimated cost of health care savings of $4.0
billion in the year 2000.

ASHRA EXHIBIT ONE

ESTIMATED IMPACT OF ASHR%&\ISIQEALTH CARE EXPENDITURES IN
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No later than January 1, 1993 the authority would develoP and offer
a helalth insurance protection plan for the ‘sole / small Alaskan
employer.

IMPACT

Phase two would bring together the provider reimbursement and
utilization management comﬁ_onents with the delivery and financing
of health care in Alaska. This will enable the state, throughh the
authority, to provide access to quality cost effective health care for
all Alaska residents.

ASHRA EXHIBIT ONE; illustrates the estimated impact on totai and
the states portion of health care expenditures as compared without
the effect of ASHRA. Total health care expentitures would be
reduced in the year 2000 from $10 bhillion to under $6.0 billion and
the states portion would be reduced from $3.28 hillion to $2.0
billion.  For a total estimated cost of health care savings of $4.0
billion in the year 2000.

ASHRA EXHBIT ONE

ESTIMATED IMPACT OF ASHRAA&\ISIQI/E)\ALTH CARE EXPENDITURES IN
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ASHRA EXHIBIT TWO; illustrates the estimated impact of ASHRA on
the uninsured Bopulanon in Alaska. ASHRA would reduce by the year
2000 the number of Alaska residents without health insurance to
about 40,000 from the 120,000 projected without ASHRA.

ASHRA EXHBITTWO

ESTIMATED IMPACT OF ASHRf\\ IE)ANSHE UNINSURED POPULATION IN

ALASKA
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COMPANION LEGISLATION
THE CERTIFICATE OF NEED PROGRAM (C.O.N.), SB 84, HB®69

Proposed Ie?islation would amend AS 18.0/ to create a rational
frame work for the planning and development of all health care
services in the state to ensure promotion and protection of public
health, the providing of equitable access to health services, and the
avoidance of unnecessary increases in health care costs.

By amending AS 18.07 the Certificate Of Need Rrogiram would regain
ar. important role in the approval process for health care facilities,
technology, modification, expansion or change of Purpose.. This
change would not only provide the system an early warning device
but a way to accurately measure the initial and future cost impact
to the total health care delivery system.

The task force has identified that the cost of facilities and
technology has a direct impact on the total cost of health care and,
therefore, should be prospectively managed.

PROPQSED.BESQLUION

THE HEALTH RESOURCES AND ACCESS TASK FORCE

The task force recommends the adoption of a concurrent resolution
creating a HEALTH RESOURCES AND ACCESS TASK FORCE to continue
the study of this issue study forward recommendations regarding
access to affordable, quality health care for all Alaskans.

The foundation of knowledge, education and demonstrated success of
the Health Care Cost Containment Task Force must be built upon in
order to see |mP|ementat|on of long term solutions to the health
care crisis in Alaska.

The ideal approach is to take the expertise developed in the Health
Care Cost Containment Task Force and combine the ambitions of the

44



Universal Task Force (ch.179, SLA 1990) to create a hybrid focus
group to simultaneously work on the management of health care
expenditures in Alaska while improving access to quality health

care.

It is envisioned that the work plan and resources of the group would
have the depth to investigate all facets of health care access and

financing in Alaska as compared to alternate solutions implemented
by other countries, provinces, states and other health care programs.

This focus g{roup membership should include:
egislative Branch
Executive Branch
Private Sector Employers
Non Profit Sector
Health Care Consumer
Health Care Providers
Medically Indigent
Labor Qrganization

It is important to have further work done in this area, and to provide
information and input to the Alaska State Health Resources

Authority.
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OPEN/UNRESOLVED
ALASKA HEALTH CARE
DELIVERY ISSUES

The Health Care Cost Containment Task Force has, in its effort to
find the cause of the rapidly increasing cost of health care in
Alaska, found several contributing factors that need further
investigation.

DELIVERY AND ACCESS

Delivery of health care in Alaska has been found to be one of the
reatest contributors to the increasing cost of health care.
raditional approaches to delivering health care when applied to the
large geographic area of Alaska has created a hodge podge of service
which ‘is often inadequate, underutilized and thus more costly than
what can be offered through a coordinated statewide system of
delivery. In addition, the increasing population of underinsured and
uninsured receiving uncompensated care causes additional strain on
urban, as well as, rural facilities and providers.

Included within the problems of delivery and access to health care in

Alaska are answers to some of the increased cost of health care.

Some of these are overbuilt facilities, new technology which is

often underutilized, a lack of prevention programs, the need for

i\tlately\”de planning, and inadequate financing of health care for all
askans.

LNINSURED./ UNCERIVBUBEQ

The health of small businesses in Alaska is often dependent upon a
limited number of individuals each of whom is very important to the
operation of an organization which has no insurance for its
employees or must pay an unreasonable price for limited coverage.

As the cost of health care increases, many of these sole

proprietorships and small businesses and their employees are forced
10 join the ranks of the underinsured or uninsured.
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HODEN (FISIS

Malpractice insurance coverage is a continuing problem not only
adding to the cost of some medical procedures but increasing health
care cost in general. Many health care providers believe it is
necessary to .Pracnce defensive medicine as a means to lessen
Fotenﬂal liability. ~ This induced caution is reflected in additional
laboratory test, unnecessary use of technology, exploratory surgery,
increased inpatient time, and other practices that increase the cost
of health care for everyone.

MANAGING THE SYSTEM

Oversight will be necessary in any effort to coordinate access to
federal state and local delivery systems. Attempts to merge or
attract additional sources of financing and coordinate the use of
facilities for persons needing health care in Alaska will require
uidance. Even the operation and activities of the Alaska State
ealth Resources Authority the creation of which is supported by
this Task Force as recommended in section 8 will require at least
periodic oversight.

These issues represent some of the more obvious areas causing the
cost of health care to increase and indicate a need to continue the
work that has been started. While the work of the Health Care Cost
Containment Task Force has brought to light some areas where
millions of dollars in cost savings have already been achieved much
more remains to be done. To establish realistic, reliable and
efficient controls on the cost of health care and provide access to
all Alaskans will require a great deal more work than has heen
completed to date
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NEA-ALASKA

affiliated with the national education association

ANCHORAGE REGIONAL OFFICE JUNEAU OFFICE FAIRBANKS REGIONAL OFFICE
1411 W_33RD AVENUE 105 MUNICIPAL WAY. SUITE 302 2118 CUSHMAN STREET
JUNEAU. ALASKA 99801

ANCHORAGE, ALASKA 99503 FATRBANKS. ALASKA 99701
(07) 274-0536 (907) 456-4435

February 11, 1991

To. nator Pearce, Chair .
Efem ers, geuate Labor and Commerce Committee
Re SB 83; "An Act relating to the Alaska State
Health Resources Authority; relating to the
delivery, auality, and financing of health care
for residents of the state, and to the issuance
of certificates of need; and providing for an
effective date."
NEA-Alaska suLP[P(?rts dand B cmira(r;es your favorable conflderatlan o.i.SB 83 Ig
r]e reﬁents d Soufa ana Vvia ? alternative to the cost, %lia Itsy dn JJ'[I |zation ?
alth care services, especially as 1t may pertain to public school district employees.

Currently, school district employees.are covered by a variety of health care plans
with awoaé range of bene sgt 3|1@frer|ng@levels)f)fa premiim Costs. d

Man dﬁtricts are gi%advantaﬁe in their abilitX to marimize henefit coverages at
reasonable €0s.5 and have Seef these Costs Increase at alarming rates in rece

VEars.

Acce[s)s to utilization standardﬁ, more efflcleng administrative and provider
reimbursement systems, at}] the opportunity for re u&m premium’ costs and for
| rovmg enefits thro*g gar Ipation | exPane ﬁoup pools represents
substantial opportunity for .employers and employees alike.

Implementation of the provisions in SB 83 is a critical step if we arc to effectivel
Jgﬁ with ea?h care Ccosts In lsas a, P Y

Thank you for your consideration of our recommendat’
Respectfully submitted, <

ob Manners
Executlve Irector Bpensigebnctrg

cc: Senator Duncan



ALASKA STATEEMPLOYEESASSOCIATION
AFSCME Local 52, AFL-CIO

February 11, 1991

Hon. Jim Duncan, State Senator

Pouch V
Juneau, Alaska 99811

Dear Senator Duncan:

On behalf of the Alaska State Employees Association and its 9,000
members statewide, 1 want to thank you for introducing Senate Bill
83, which seeks to establish an Alaska State Health Resources
Authority to help cap the state"s increasing health care costs.

As you know from your experience with the Alaska Health Care Cost
Containment Task Force, health care costs to Alaskans exceeded $1.5
billion in 1989 and have been rising at a rate of more than 20%
each of the past five years. These cost increases have
concommittantly increased the costs of health insurance premiums
for all Alaskan employers, including the State of Alaska, making it
more and more difficult for them to continue health care coverage
for their employees.

Clearly, something needs to be done to bring down or, at the very
least, check Alaska®s spiraling health care costs and SB 83 takes

the right approach.

For 1its part, ASEA/AFSCME Local 52 has agreed to a defined
contribution to health care costs in its collective bargaining
agreement with the state, but this is only a step in what should be
a comprehensive attept to contain costs throughout Alaska.

Furthermore, SB 83 makes inherently good public policy. Such an
approach benefits union®s, such as ASEA, by mitigating their health
care costs; it benefits the State by lowering its operating costs;
and it benefits private sector employers by reducing their cost of
doing business with the state.

Again, my thanks to you and your colleagues on the Health Care Cost
Containment Task Force for tackling a complex, difficult and
controversial subject.

Respectfully yours

Buddy Maupin, Business Manager
ASEA/AFSCME Local 52. AFL-CIO

ANCHORAGE OFFICE JUNEAU OFFICE FAIRBANKS OFFICE
Jill C St, Suite J25 240 Main St., Suite 200 250 Ciehm.-m St., Suiro 500
Anchorage, AK 99503-3925 Juneau, AK 99801 Fairbanks, AK 90/01
(907) 561-6661, FAX (907) 563-1355 (907) 463-4949 FAX (907) 463-4950 (907) 452-2300 FAX (907) 452-2307

TOLL tree: 800-478-ASEA TOLL free: 800-478-0049 TOLL tree 800-478-2305



NFIB Alaska

National Federation of
Independent Rusinc's

February 11, 1991

The Honorable Jim Duncan
Alaska State Senate
Pouch V

Juneau, Alaska 99811

Dear Senator Duncan*

The legislative agenda of NF1B/Alaska is determined by our
ballot. The ballot 1is our annual poll of our membership on a
series of issues deemed critical to small business. A
majority vote, of the members in response to the poll, sets
our policy and position on legislative 1issues.

1 have previously shared the results of the entire poll with
your office. Now that you have introduced SB 83 - Alaska
State Health Resource Authority - the objective of this
letter is to share with you some thoughts on the bill.

The idea of a voluntary health insurance program appears to
be a viable means of providing health insurance to the

uninsured population in Alaska. Small businesses are willing
to provide health insurance to employees, as long as the cost
is not prohibitive. A voluntary pooling approach is a more

acceptable alternative than a legislative mandate that all
employers must provide health insurance coverage for their
employees.

The key elements to NFIB/Alaska members support of the
concept of pooling are: the program would be voluntary,
administered by private insurance companies and affordable.

For your records the following are the results of the 1991
NFIB/Alaska ballot questions regarding health insurance:

State Office Should legislation be passed in order to create avoluntary

JunMu”WB0Oi"4 health insurance plan which would be administered by private
Orr)insurance companies and which would pool small businesses

together so they could purchase employee health insurance at
group rates?

Yes 72.27. No 17.07. Undecided 10.87.
a. If this pooling of employers in order to purchase health
insurance was available, would you participate?

— Yes 50.27. No 19.37. Undecided 30.57.
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b. Should employers be allowed the option of having their
employees pay part of the premium cost of health Insurance
purchased through the above pooling plan?

Yes 90.07. No 5.27. UndscidBd 4.87

NFIB/Alaska hopes this information regarding the views of
small business owners on this issues will be useful to you.

If you have any questions regarding this information, please
do not hesitate to contact me.
I look forward to working with you on SB 83 and other issues

of importance to the small business members of NFIB/Alaska.

Sincerely,

Kesa .JBrrel
NFIB/Alaska
State Director



RESOLUTION

BE IT RESOLVED BY THE JUNEAU FORUM ON THE 1991 ALASKA
CONFERENCE ON AGING:

~ WHEREAS health care expenditures in Alaska have risen from $480
million in 1979 to over $1.5 billion in 1989, a per capita increase of
$1327.00 per person‘per year; and

~ WHEREAS the number of uninsured or underinsured Alaskans is now
estimated at over 90,000 persons; and

- WHEREAS a large number of the uninsured and underinsured are
senior citizens; and

WHEREAS the Alaska State Health Care Cost Containment Task
Force was created early in 1989 to find ways to control the ever
increasing cost of health care in Alaska; and

WHEREAS the Alaska State Health Care Cost Containment Task
Force has as a result of its research and investigationidentified ways to
control the rising cost of health care in Alaska; and

WHEREAS the Task Force has endorsed Senate Bill 83 and the
changes proposed therein necessary to rising health care cost; and

WHEREAS the Juneau Forum of the 1991 Alaska Conference on Aginﬁ
has reviewed the findings and recommendations of the Alaska State Healt
Care Cost Containment Task Force;

BE IT RESOLVED by the Juneau Forum of the 1991 Alaska
Conference on ,Agm_? that the rising cost of health care is a serious
problem for senior cifizens; and be it

FURTHER RESOLVED that the Juneau Forum of the 1991 Alaska
Conference on Aging strongly supports the cost containment measures
proposed in Senate Bill 83; and be it

FURTHER RESOLVED that the Juneau Forum of the 1991 Alaska
Conference on Aglng strong\l}y supports the Legislatures passage Senate
Bill 83, creating the Alaska State Health Resources Authority.

Adopted: JUNEAU FORUM
1991 ALASKA CONFERENCE ON AGING

y o [/ 11
Chairperson:—

’yII Lauris S. Parker"
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HEALTH INSURANCE

WHEREAS, the ‘L\Iiska Legislature through the w%rk of the #ealth Care Cost Contairf] enlt Task Force i
/gl%sli?agngtawdeasures to control the rate of increase In the cost of health care for

WHEREAS, the cost of health insurance has increased sharply in recent years and shows no signs ot
stabilizing; and.

WHEREAS, school %istricts are reguilred oPerate 'thir]afixed bud%et agd eed.to stabilize costs as
much as possible to allow for reasonable planningfor a Sound educational program: and,

WHEREAS, the increasing cost of providing health insurance to school employees has a significant
impact on eoperatlﬁg budggtofschool districts mA?as?(a; an(f / J

WHEREAS. Alaska sch?ol gif_trjcts, have demonstr tet%etlr;at insurance Pg&ing has been an effective

aH% CT: ADMINISTRATION

means of stabilizing insurance costs for their types of cove
NOW THEREFQRE BE IT RESOLVED that the Afssoci tion g_f Alaska School Boards al?%ressively
Investigate the feasibility of pooling for school district e ealth insurance as a

viable glternatlveeﬁ)r pI'OVI(PIn cost gontamment on a signi |€a!1(r)1¥%eu§get Item.

Association of Alaska School Boards
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RIGHT OR PRIVILEGE:
SHOULD EVERYONE HAVE ACCESS TO BASIC HEALTH CARE?

"in acivilized society, every membero fsociety should have
access to a basic package ofhealth services" Uwc Reinhardt, a
Princeton economist and member of the National Leadership
Commission on Health Care, lias likened this to the guarantee of
universal access to public education. Yet, the United Stales and
South Africa arc the only major industrialized powers that fail to
guarantee access to health care.

Americansstruggle with the issue ofwhether health care isa
right or a privilege. In a country that has the best health care
technology in the world, nearly 37 million of its citizens do not
have health insurance. Those who cannot afford to pay, often
called the “medically indigent,” face major access barriers to
healthcare services.

In the absence of a national health policy, the health care
access and rights debate is centered in state legislative chambers.
Medical indigency and uncompensated health care costs were
identified as top priority issues for the 1989 legislative sessions,
and will continue to demand attention in the 1990s. The tliree
primary concerns identified by legislators are ensuring access to
health care, paying for it, and expanding the availability of
insurance to uninsured persons. Health care analysts have sug-
gested thatwhile in pastyearsstate legislaturesproceeded slowly,
states arc now taking a leadership position on these issues.
Access, cost, and quality issues continue to headline the policy
concerns of consumers, providers, and payers.

Financing health care forpeople who do nothave private in-
surance or who arc not eligible for government programs is a
major problem forstate legislatures. Medical indigency has taken
on greaterurgency inrecentyearsbhecauseofchangesinthe health
care system. In the past, health care providers used a portion of
their profits from paying patients to subsidize the costs of care to
this nonpaying group. Recent efforts by insurers, the business
community,and governmenttoreduce theirhealth carecosts have
made it increasingly difficult for providers to continue this prac-
tice. The focusofthisarticleisuniversal accessto health careand
state efforts to ensure availability.

Who are the medically indigent?

The term “medically indigent" usually applies to low-
incomc uninsured people who arc unable to pay for li.eir medical
care. Others may also beincluded in astate's definition, including
insured persons who cannotafford to pay forservices notcovered
by their policies, or for high insurance deductibles or co-pay-
ments. Even middle-class individuals may be considered medi-
cally indigent if they cannot pay for the costs of a catastrophic
iliness oraccident. The following items reveal information about
uninsured and medically indigentpeople that may bcof interest to
state lawmakers:

o Although Medicaid eligibility criteria vary widely among
slates, on the average, an American with 1" o children may
camnomorctlian $6,036annuallytoqualify forMedicaid. In
Abbama, a family ofthree can cam no more thatS1,418 per
year to be eligible for Medicaid, in California, the threshold
is $10,704.

0 Oneinthree Americans is withoutadequate insurance cover-
age and millions go without basic health care services,

o Nearly one-third of Hispanic Americans arc uninsured,

0 More than one in five African Americans do not have health
insurance.

0 One-third of the uninsured are children, including some five
million adolescents ageo 10 to 18. Uninsured children
receive 40 percentless physician care than insured children,
accordingtblheNational AssociationofChildren’sHospitals
& Related Institutions (NACHRI).

o Forty-fourpercentofuninsured children live in families will.
incomes below the federal poverty level,

0 Almost20 percentof uninsured children live with an adult
who is insured through the workplace,

o Theincidence of uninsured residents is almost twice as high
in the Western and Southern states than in the North Central
and Northeastern states,

o Persons without health insurance “self ration” by seeing a
doctorabout65 percentas frequently as those with coverage
or by noteven seeking medical care,

o Millions of persons who do receive health care services, but
eithercannotpay ordo notpay for them, generate billions of
dollars of uncompensated health carecosts each year.

Should the health systembe restructured ?

The lastseveral years have witnessed a shiftin public policy
approaches to meeting the needs of the medically indigent. The
health care system is seeing achange in the “Robin Hood" ethic
of compliance with the expectation that providers arc somehow
obliged to serve patients regardless of their ability to pay. Public
debate is brewing about hew much health care is "adequate" for
those who cannot pay for it. As this debate continues, several
factors point to a health care system with growing problems:
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> Itcalili care costs continue to skyrocket. In 1988, national
health' expenditures were 11.3 percent of the gross national
product (GNP), the broadest measure of U.S. economic
activity. By 1993, health care spending will grow to an
estimated 13 percentof the GNP.

0 The gap between the medical "haves" and "have nots” is
widening.

» Millions of Americans report financial barriers to receiving
adequate health care,

u The U.S. hasone ofthe highestinfant mortality rates in the
industrialized world, exceeding thatof 16 other developed
nations.

0 Our nation’s safety net is fraying. Public hospitals arc
endangered and no longer have the resources to serve as
health providers of last resort

0 The ability o fhospitals to absorb uncompensated care costs
has diminished as theirability to shiftco & hasdeclined and
as the uninsured population has grown,

0 Physiciansreport that the aged, poor, and uninsured utilize
emergencyroomsasaprimary source o fhealth careand that
overcrowdingis severely limiting thepublic'srightto timely
and good quality care,

0 Access toemergency medical and trauma services is threat-
ened by the continuing problcm sofhealth care financing and
because so many emergency room patients are uninsured.
Emergency room closures presentaccessproblems even for
those who are fully insured,

0 U.S.hospitalsand emergency rooms with too many patients
and too few bedsarc inawidespread and growing crisis, ac-
cording to the American College o fEmergency Physicians
(ACEP).

0 Insome quarters, Medicare and Medicaid are equated with
charily care because reimbursements under these programs
sometimes are far below costs,

0 Medicaid eligibility has been eroded over the past decade,
government reimbursement levels and "red tape” inhibit
physicians from treating the poor, and emergency rooms
have been labeled as the "opening through which debl
blow.”

Thescand o literproblems fuel the national health care debate.
State legislators find themselves in the middle of the fray.

Can change be expected?

Thcovenriding problem will notbe solved rightaway.and the
issues raised asa result will setthe agenda for change. Inequities
in the distribution and provision of care will require change at
many levels. The need for change is apparent, but there is no
consensus as to what form the change will lake in light of
expectations versus economic realities.

Can improvement at the state and local level resolve the in-
creasing financial burden ofproviding care on the national level?
Department of Health and Human Services Secretary Louis Sul-
livan, MD has declared that state and local government and
private employers must share in the solution to the problem.
Scholars suggest that total resources be determined in the context

of federal and state budgets.
Rationing has been proposed as one possible solution to the
current crisis of cost in health care. Advocates believe the

allocation of resources makes funding decisions more rational.
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Rationing also has been criticized as an unhealthy "stopgap”
measure tltat denies care to the most deserving segments of the
medically indigent population. Proponents argue that a two-tier
system is developed, offering * second class” lufdicine in a lop
quality environment

Over the past five years, the states have taken die lead in
developing legislation to address the growing problem of paying
forand ensuring access to medical services for the medically in-
digent. States have experimented with a number of different
programsfor theindigent. The majority o fstate legislatures have
enacted orconsidered bills to expand access to and finance health
care formedically indigent persons.

Conclusion

The answer to thic question o f whetheraccess to basic healdi
care for all is a right or a privilege is both political and policy
oriented. The U.S. Supreme Court hasdetermined thatthere isno
constitutional right to medical care, even to medical care that is
lifesaving. Future solutions will come from Congress and the
individual state legislatures. Changes to the current health care
system will require an examination of the following:

Community interdependency - the inevitable conclusion that

noone group can do italone.

2. Voluntary action - the acceptance of short-term and inter-
mediate strategics to develop an equitable and affordable
long-term solution.

3. Decision making process — the promise of specific benefits
or the rationing o f health care services.

FYI

For. further information on
projec acflw |eﬁ_| contact
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STATE ACTIVITY

Hawall

“ Hawaii did i( first," said State Rgrresentative Tun Short, chair of
Hawaii's Healtlt Committee inthe llouscof Representatives, referring to
the state's 1981/ Universal Health Care Insurance Act. “ By guarantee-
ing health care insurance for all of Hawaii’s people, we have taken
another step toward national leadership in health care."

The new law focuses on basic coverage for preventive primary care,
prenatal care, childhood immunizations, mammograms,papsmears, and
all aspects of outpatient care. Also included are an expansion of
Medicaid services and specially targeted health services for gap group*
that have difficulty obtaining conventional insurance, such as the home-
less. Fifty thousand uninsured Hawaiians will gain health insurance
cov .rsgeunderlhcnewlaw. ThestatcDepartmentof Healthwill admini-
ster the program and purchase healthcare coverage for specific services
fromprivatehealth insurance contractors for individuals whoqualify for,
and choose topurchase thebargaincoverage on asliding-fec-scalebasis.
These arc primarily low-income individuals who cannot participate in
existing programs and do not have the means topurchase private health
care insurance coverage.

Massachusetts

The Health Security Act of 1988 created one of themost comprehen-
sive ltealihinsuranceplans inthe nation. The lawguaranteesthe gradual
introduction, over four years, of coverage for all residents. The legisla-
tion was designed to expand the number of businesses providing insur-
ance to theiremployees. Other uninsured persons are to receive insur-
ance through a state program administered by the new Department of
Medical Security. By 1992, businesses with more than five employees
will be required to pay a surcharge of 12 percent of each full-dmtf
employee’s fust 514,000 in wages into ahealth insurance trust fund, up
to a maximum of 51,680 per employee.

Employers who provide health insurance can deduct those costs
fromthesurcharge, resulting in major new costs only to employers who
donotproride insurance. Although this approach is designed to comply
with the federal Employee Retirement Income Security Act (ERISA)
provisions, it is unclear whether it would survive a court challenge. The
lawalso provides positive incentives for small businesses to provide in-
surance before the 1992 deadline. A number of insurers are in the im-
plementation phase of the health insurance program and some 15,000
residents have gained insurance coverage from the state; most are
disabled unemployed adults, disabled children, pregnant women, and
people who have left welfare totake ajob without insurance. However,
Missachusetts is currently in the midst of a serious economic crisis that
is'ilocly toaffect the universal health law. Critics worry that theslale will
nut carry its share of the costs.

California

In the lasi 10 years California's uninsured population has risen
approximately 60 percent to 5.2million people. Two-thirds of the unin-
sured residents arccithercmployedordcpendentsofsomeone whoiscm-
ploycd. Two bills signed into law this fall are designed to ensure
coverage to all working residents by 1992:

A task force authorized under Chapter 829 (AB 350) will report to
the legislature March 1.19900n die statutory responsibility ofemployers

ProjeciNotes

to jrrovide employees with insurance and changes in insurance rate-
setting practices to ensure dial coverage is both available and affordable.

Chapter 797 (SB 1207) expands eligibility for small business tax
credits foremploytrsponsored healthcoverage. AtaxcreditofuptoS25
amonth per employee (or 25 percent of die cost paid or incurred during
mUx year by an employer to provide coverage) to firms dial provide
benefits equal toor betterthan those inthe basic program. Eligible firms
«rethose diatemploy 25 orfcwerworkers and employers will be required
topay at least 75 percent of the premiums. The lax creditwill take cffeci
in January 1992.

Oregon

In Oregon, 0 v a 400,000 people - one outofeveryfive living inthe
state—have no health coverage. Inthe absence ofa federally approved
national health policy, Oregon arrived at die following prescription to
provide access to health care for cveiybody:

Ofthe 300,000 Oregonians living below the Federal Poverty Level
(FPL), only 160,000 are being served by the stale Medicaid program.
Chapter 836 (SB 27) revises the current state Medicaid program to
expand eligibility and redesign the health care package. Eligibility
would expand by allowing all residents under 100 percent FPL to have
access to Medicaid benefits. Currcndy, cligibles include families under
58 percent FPL, pregnant women with young children up to 100 percent
FPL, medically needy, and aged, blind, and disabled.

The benefit package would be redesigned by the Health Service
Commission appointed to review all health services, as generally pre-
scribed by the act, and rank them in order of most important to least
important. The commission will present its recommendations to the
Joint Legislative Committee on Health Care, which will make recom-
mendations to the Emergency Board. The Emergency Board and
subsequent Ways and Means Committees will appropriate funds onaper
capita rate, which will determine the quality of the health care package.
Revenue shortfalls will not result in reduction in cligibles or provider
rates, but by reduction in the benefit package.

A tax credit program was established in 1988 to encourage sl
businesses, who have not previously offered health care benefits, to
provide such benefits. In return, the employer receives an affordable
benefit package and a tax credit of up to 525 peremployee per month for
as long as the employer provides the benefit Chapter 381 (SB 935)
attempts to provide access to health care for uninsured working Orego-
nians by expanding the existing tax credit program administered by the
Insurance Pool Governing Board and creating incentives and rewards to
employers who provide health benefits.

Chapter 838 (SB 534) addresses the problem of providing health
care services to the uninsured and uninsurablc and the need tospread the
cost to as broad a base as possible. The measure establishes the Oregon
Medical Insurance Pool Board as a state agency to supervise a medical
insurancerisk pool. Italsoappropriates SI inmillion general funds loihe
Oregon Medical Insurance Pool Account.

Other

In New York, state health commissioner David Axelrod, MI),
proposed a universal insurance coverage plan, with elements of cosi
control, in Scplembcrofthis year. The UNY’ Care plan isexpected tobe
introduced in the 1990 legislative session. In Pennsylvania, state rep-
resentative Donald W. Dorr inuoduccd a package of bills to increase ihe
availability of health insurance and health services.



PtojcciNolcs

MEDI%%D&SSENCY

The National Conference of State
Legislatures (NCSL) Irnsastrong commit*
incnl to insisting state legislatures with 3
variety of medical indigency issues. NCSL
is assembling a consortium of funders to
address lire problems of medical indigency.
The Colorado Trust and American Col-
lege of Emergency Physicians arc the first
to support the Medical Indigency Project.
NCSL received a two-yeargrant from the
Colorado Trustto assiststate legislatorsin
developing policieson health care for the
medically indigent. ThcColoradoTrustis
a private foundation established in 1985.
Its primary mission is to promote and
enhance the health and well-being of all
people, particularly the citizens of Colo-
rado. . The American College of Emer-
gency Physicians strives to provide a uni-
fying direction of purpose in the field of
emergency medicine. The college pro-
vides information regarding the practice
or emergency medicine and encourages
trainingofemergencyphysicians, with the
aim of improving emergency room care.

The project conducts.on-site techni-
cal assistance, publishes periodic reports,
and maintains an information clearing-
house on innovative state programsofcare
for the medically indigent. The project
also will produce three newsletters on Is-
sues concerning the medically indigent.
ProjecINotesis the firstina seriesofreports
on access to care, financing, and the qual-
ity of health care for the medically indi-
gent:-

National Conference

of State Legislatures

1050 17th Street, Suite 2100
Denver, Colorado 80265

TECHNICAL ASSISTANCE ,,
V.

v; eTechnical™assistance services offer

Anumber ofstates have expressed an

interest in technical assistance for 1989 -:

19S0 on a variety of topics related to the
issue of medical indigency. Bequests for

produceda variety of publications arid odrcr

.information resources on major.medical
firidigency hi~thpolicr?

of each<publication-is provided upon re-
questatno costtostate legislators, legisla-
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The Medical Indigency Project and
other healtli projects have developed an
extensive information clearinghouse on a
variety of heaith topics. The information
clearinghouse guarantees legislators and
legislative staffa quick, reliable, and knowl-
edgeable source of information when re-
search reports and legislation arc being
formulated. NCSL’s Health Services
Program fields over 1,000 information
requests a year from legislative offices,
health departments, other health care pro-
fessionals, and the media.

Requests cover a broad range o f medical
indigency topics, including: uncompen-
sated care, Medicaid eligibility and ex-
pansion,funding sources, health insurance
regulation, risk pools, mandated health
benefits, and stale programs for the medi-
callyindigent The resourcesofthe Medi-
cal Indigency Project information clear-
inghouse may be accessed by contacting
project staff.

aSEMRERs

NCSL’s Annual Meeting and other
seminars and conferences provide an op-
portunity to reach a largenumberofinter-
ested legislators. Health issuesarcalways
amongthemostimportantsessionsatihese
meetingsand draw large audiences. Infor-
mation on upcomingworkshopswillbein-
cluded in future editions of ProjecINoles.

Non-Profit Organization
U.S. Postage
PAID
Denver, Colorado
Permit No. 3534
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HEALTH CARE FOR THOSE WHO CANNOT ALWAYS AFFORD
CARE

The headlines of the nation’snewspapers and periodicals
mark the absence of a national health care assurance ﬁollcy:
“US Must Cure Health Care nis;“ “State Health Care
Funding Criticized.” “ Can You Afford to Get Sick?: The
Battle Over Health Benefits,” “ US Rations Health Care;” and
"*Deciding What Medical Care the Poor Can Have: Lists Are
Drawn.Up." State and federal efforts to betterthe health care
systci.larc fragmented and often work atcross purposes. The
lack of agreement on a solution begs the unanswered ques-
tion: wha is responsible? _
~Health care expenditures have escalated astronomically
in the last 25 years. Health care costs consumed 5.9 percent
of the Gross National Product (GNP) in 1965. The U.S.
Department of Commerce has reported that the nation’s
health care tab was $600 billion in"1989, or 11.5 Fercent of
the GNP. Those billions, up 10 percent from 1988 total
health care expenditures, translate into approximately $2,400
Eer_person. 1990 health spending is expected to reach $661

illion. At thesame lime, the number ofuninsured has grown
substantllall?/.. _ . o

~ Medical indigency and health insurance arc top priority
issues for the 1990 legislative sessions. Health insurance
issues are explicitly tied to medical indigency policy. Im-
proving access to health care is of concern to medical
Indigency policymakers as millions of uninsured people
report financial barriers to receiving needed care. Mandating
health insurance benefits, establishing financial incentives
for employer-paid coverage, and creating state-sponsored
insurance plans arc a few of the key issues facing state
lawmakers today.

INSURANCE STATUS

~ Recent efforts to help solve the problems of medical in-
digency and uncompensated care focus on the * insurance
status™ of the population. Lack of insurance leads to an
abundance of Problems for individuals and health care pro-
viders alike. It they can’tafford to pay cash or the insurance
deductible, the 37 million Americans without health insur-
ance must rely on the goodwill of hospitals, doctors, and
other providers. Lack of health insurance or insufficient
Insurance covera?e is not anexclusive problem of the unem-
ployed. the elJerly, or persons living in tural areas.

0 A decade ago, approximately 25 million Americans under
age 65 did not have health insurance. Today. 37 million
Americans, approximately 16 percentofthe nation’s popu-
lation, have no health insurance coverage at all, more
people than the combined populations ofNew York, New
Jersey, and Illinois, _ _ _

0 Of the uninsured and increasingly underinsured Ameri-
cans, the majority have ties to the workplace. Twenty-three
million “waorking poor” have jobs or are dependents of
workers. _ _

0 Almost one third of uninsured emR/!oyees work for em-
ployers who do notofferinsurance. More thanonc-thirdof
uninsured workers do not participate in their employer’s
health insurance plan even if they are eligible. Approxi-
mately one-third of uninsured workers do not qualify for
their émployer’s health plans. _

0 Underinsured people are those who cannot pay for their
share of insurance deductibles or copayments or for medi-
cal care not covered by their insurance policies. Fifty
million Americans are covered,on(ljy part of the year, and
millions more arc covered by inadequate plans for cata-
strophic illness or accident. Nearly every health care con-
sumer has the potential of facing medical expenses for
which he or she cannot pay hecause insurance policies gen-
erally have a cap on expenditures, _

0 The Uninsurable or hI.?h risk" population consists of an
estimated one to two million people with hlgh_ health risks,
such as heart disease, diabetes, or acquired immunodefi-
ciency syndrome (AIDS). Many arc refused health insur-
ance coverage and others cannot afford to purchase an
individual policy, which usually is offered for a much
higher premium, _ o

0 Researchers believe that the uninsurable population is
growing and attribute the increase to the following factors:
Insurers arc adopting more restrictive health insurance
standards due to an Increasingly competitive insurance
market; not as many emPoners are providing health insur-
ance benefits because of escalating costs; and advances in
technology enable insurers to identi fy people who have po-
tentially costly illnesses, _

0 Others presumably can pay for their care but do not. For
example, some people who have insurance donotpaythcir
deductible or copayment amount. It is unclear how many
insured people have difficulty paying these costs.
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0 Seventeen percent, representing 9.5 million women of
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Al1150states havemandatedbenefitlaws whichtypically

child-bearing age &15 to 44), have no private or public J require empIo_}/ers that offer group health plans to‘include

health insurance.1 Researchers have concluded that9 per-

nt of women who have private insurance have policies .
cent of women who have private insurance have po cesI appioach has

that provide inadequate coverage for matemity carc.

0 Between the ages of 15 and 44, women's need for health
services is substantially higher than men's because of re-
Productlve health needs, including perinatal care and con-
raception. Furthermore, the reproductive years are the
time period when women's health most affects society as
awhole, bxdetermlmng the health o f the next generation.

0 Burdens ofinadequate and incomplete insurance coveragie
weigh heavily on minority women. A disproportionate
burden of illness falls on ethnic minorities, especially
African-American women, giving rise to agreaterneed for
health care. o _

~ Among the factors contributing to the ?rowth in the un-

insured poFuIatlon arc thefollowing: asmallerpcrcentageof

Foqr peoFe arc covered by Medicaid, because states have

imited eligibility over the years to help control costs; most

new {obs in the past 10 Years are in the service sector, where
employees arc less likely to be covered by health insurance;
and wark-based dependent cove[a?e appears to be declining.

For this reason many state initiatives focus on expanding

work-based insurance coverage, either by giving employers

incentives or by requiring them to make insurance available.

1lrene Fraser, promoting Health Insurance in the Workplace:
State and Local Initiatives to Increase Private Coverage
SChma 0: American Hospital Association, 1988).

Kay Johnson, Director, Health Division, Children's De-
fense Fund, quoted in Hunger Action Forum, Vol. 2, No. 8,
August 1989.
3Paula Braveman, MD, et al., "Women Without Health
Insurance: Links Between Access, Poverty, Ethnicity, and
Health,” The Western Journal ofMedicine, 1988 Decem-

ber. 149: 708-11.
FINANCING INSURANCE COVERAGE

"Amajorreasonwhyromanypeople lack health insur-
anceisthatstate governmentregulationsareincreasing
the costsofinsuranceandpricing millionsofpeople out
ofthcmarketforinsurance. Freedom o fchoice in health
insurance means being able to buy a health insurance
policy tailored to individual andfamily needs. This is a
freedom thatisrapidly vanishingfrom the health insur-
ance marketplace." John C. GOO_dman and Gerald L.
Musgrave, Freedom of Choice in Health Insurance,
National Center for Policy Analysis

specific benefits. DurlnP the 8ast20 years, states across the
S. have |mBosed nearly 700 of these mandates, ~ This
ecome mcreasmg(!ly more controversial when
em Ployers arc mandated toprovide insurance coverage. The
National Center for Policy Analysis estimated that in 1986
between 14 percent dnd 25 percent, or 5.2 million to 93
million of the people without health insurance, had no
insurance because state %overnments Imposed special inter-
est re?ulatlons that mandated expensive coverage.

States are strug?hng withthe financial realities of health
care mandates. States are not always in a financial position
to respond to urgent health care needs. The vagaries of
funding a multitude of state programs sometimes require
states to mandate employer-based expansions o f health care
services. Financing pro?rams attimes is simply beyond the
capabilities of current state budgiets. However, employer-
based mandates are not the only alternative available, a
variety of state approaches arc presented below:

0 One approach to msurm%theemployed uninsured popula-

Eon |fs_ tto expand thenumber ofemployers who offer health
enefits. _ ,

0 Another approach is to develop mechanisms that enable
employees who cannot afford their share of the premium
for work-based insurance, especially for dependents, to

urchase insurance at affordable rates, _

0 Unemployed uninsured people also may benefit from pro-

rams that enable more workers to purchase insurance, if
ey arc allowed to participate, .

0 Thé problems facing the underinsured may require insur-
ance policies o provide coverage for more services, such
as mental health benefits, mammography screenings, and
maternity care, _ ,

0 Another apﬁroach IS to exem?t certain covered services
from cost-sharing requirements.

In 1990 many states will consider these approaches as
well as state risk pools for the one to two million' Americans
deemed uninsurable.

0 At least 15 states have insurance. risk share pools to help
provide access to insurance for high risk individuals who
otherwise would have trouble obtaining coverage

0 The costs to risk pool participants arc usually 25 to 50
percenthigherthan premiums paid by persons wWith private
Insurance.

0 Even with the high contributions paid by covered people,
risk pool programs must be subsidized to cover their costs.

., State legislatures and the fedleral %overnment arc con-
sidcring a variety of other financing mechanisms. Altcma-
lives include using funds from general revenues, changlngf
the estate and ?Ift tax laws, increasing tobacco and alcoho
taxes, creating tax incentives forcxpanding health coveragte,
enacting state risk pool arrangements, mandating benefits,
and Medicaid expansions.
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WHOSE RESPONSIBILITY?
STATE

Stale governments arc faced with increasing health care
costs forthe medically indigentand arcunderpressure to find
more adequate and equitable means to finance health care.
The following state examples illustrate the innovative ways
in which states address these issues:

COLORADO

The Colorado Health Care Access Act (11B 1034) was
introduced by Representative Carol Taylor-Liulc and Sena-
tor Sally Hopper in January of this year. The legislation,
patterned after the 1989 Oregon Basic Services package,
proposes to address the access problem intwo ways: first, by
guaranteeing bxsic health coverage for everyone with in-
comes under the federal poveny line and committing not to
reduce eligibility or provider payment due to budget con-
straints; and second, by giving small employers a tax incen-
tive to provide health insurance for their employees, a
strategy intended to help the working poor. The act would
add as many as 170,000 Coloradans with incomes below the
federal poverty line to the expanded Medicaid program,
many of whom would be children. Up to 245,000 Colorado
workers and their families in thousands of small firms also
arc expected to benefit.

Under the proposal, an independent, objective commis-
sion comprised of health care providers, consumers, and
experts in health care financing, delivery, and ethics would
develop a list of health care services in order of priority,
according to the benefits and costs of each service. The
proposal requires the commission to consult with the Joint
Review Committee for the Medically Indigent, the Joint
Budget Committee, and the House and Senate health com -
mittees.

Sponsors of the legislation hope to benefit business in
Uircc ways: by giving small employers access to low-cost
health insurance through a state pool; by providing a tax
credit to small employers who purchase insurance through
the pool; and by giving all employers valuable information
on the effectiveness and appropriateness of services priori-
tized by the commission, whichemployerscanuseindesign-
ing more cost-effective benefit packages, thus helping them
to control costs.

GEORGIA

In 1989 Representative E.M. Childers, chair of the
House llcalth and Ecology Committee, authored a resolution
in the Georgia General Assembly creating die Access to
Health Care Commission (1989 Georgia Laws,p. 1749, HR
162). The commission is charged with studying factors that
limitaccess to health care in Georgia and making recommen-
dations concerning programs and policies to improve access
inthe state. Thecommissioniscomposedof30 members: six
representing the slate General Assembly (health, insurance,
and appropriations committees); health providers (hospitals

Aoec\les
physicians, nurses, and health centers); health consumers;
business; insurers; and state organizations.

A comprehensive solution to the problem of medical
indigence is the goal. Georgia has one of the highest infant
mortality rates in die United Suites. Eighteen percent of die
population underage 65 isuninsured, including 55 percentof
families with income between 50 and 100 percent of the
federal poverty level. Ofparticularconccm are die following
rural health issues: 40 percent of die state's population are
located in rural areas; 50 jicrcent of die populadon aged 65
and above are located in rural areas; and problems exist with
the financial instability of the suite’s rural hospitals.

INDIANA

Legislation enacted in 1989 (1989 Indiana Acts, P.L.
327, SEA 385) established a Commission on State Health
Policy.Thccornmissionisintcndcdtoimprovclhccffcciive-
nessof programs financed by the state and die effectiveness
and delivery of hcaldi care services in die state. A.study and
rccommcndadons arc to include research on access to health
care, the cost of healdi care and its underlying factors,
preventive health care, and the role ofhealthy lifestyles. The
actalsocreates a State Health Policy Advisory Committee to
provide information and assist the commission in the per-
formance of its duties. The commission is to submit an
interim report to the governor and the General Assembly
before November 1,1990, and a final report before Novcm-
ber 1,1991.

The Steering Committee on Health Cart for the Mcdi-
cally Undcrscrved, acoalition of health care providers, busi-
ness, government, and consumer representatives, issued a
report calling for state-supported demonstration projects to
test private financing mechanisms foruninsured and under-
insured residents. The projects are intended to help the state
develop anoverall policy forfinancing die delivery of health
care services to the working poor. The committee rccom-

mended that the state expand its Medicaid program to cover |j

more women, children, and infants who cannot afford health
care. It also recommended that the state study ways to
develop other public programs to increase health coverage
for the indigent.

MISSOURI

In December 1989, Representative Gail L. Chatficld
proposed sweeping legislation to create the Missouri Univcr-
sal Health Assurance Plan (HB 1127). The sponsorempha-
sized thatthe intentofthe legislation is to provide increased
health care coverage to citizens who are currently uninsured
by restructuring the state’s financing mechanisms so that
individuals, businesses, and providers of health care may all
benefit. The proposed legislation would cover a range of
options, including: mandatory employer coverage, direct
state subsidies of individual premiums, and expansions of
Medicaid. The basic premise behind the bill is to establish a
Canadian style comprehensive health program with three
guiding principles: universal access, cost containment, and
quality assurance.
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Ilic Canadian system mentioned above is perceived to
have one of the best health carc systems in the developed
world. The model is best described as a single-payerpublic
system providing atfordable, universalcoverage. Each prov-
ince has its own system, although all provinces conform to
basic mlcs of universality and accessibility.

The Missouri plan is intended to replace the patchwork
of private and public insurance with asingle state insurance
program for which everyone is eligible and within which
every resident will have access to a basic package of health
careservices. The proposed plan would consolidate all of the
money presently being paid by private companies and indi-
viduals. as well as the state, federal, and local governments
into a single fund. Finally, the plan contains quality assur-
ance provisions forconstant monitoring and improvementof
the quality of carc.

OTHER

Nearly 1.8 million residents of North Carolina either
have no health insurance or inadequate coverage. A task
force of the North Carolina Institute of Medicine has pro-
posed creation of acomprehensive health-bcncfits plan that
would representthe minimum level ofinsurance coverage to
which all citizenswould have access. The plan would include
comprehensive coverage for primary carc, particularly pre-
ventive services, but would provide for only 10 days of
inpatient carc in order for the coverage to remain affordable.
The grosscostofthe plan would be $1.4 billion, butinstitute
officials contend that the net cost would be much lower -
about $700 million — because of savings resulting from
reductions in costshifting and out-of-pocketcxpendilurcs by
the medically indigent.

In Washington state, a bill introduced late in 1989
would create the Universal Health Access Program, based on
the Canadian health carc system. Nearly 700,000 people -
15 percent of the population —remain uninsured and unable
to afford health services. Representative Dennis Braddock
hopes that a universal health system will enable the state to
combine and streamline the various health care programs
currently operated by the state with a price tag of $3 billion
a year.

FEDERAL

Federal proposals also have addressed the issue of how
io better protect uninsured, underinsured, and uninsurable
Americans.

The Pepper Commission, created by the now-repealed
Medicare Catastrophic Coverage Act of 1988, is currently
formulating recommendations on how todcal with the insur-
ance crisis, curb costs, and widen access to carc. Among the
issues being discussed are the following: implementation of
employer-paid health insurance for workers and dependents
coupled with a new payroll tax to buy coverage for those
lacking insurance; creation of a single government agency
empowered to set rates for Medicaid and Medicare; and
expansion of Medicaid. The “play or pay" option already
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has been embraced or proposed in some states, e.g., Massa-
chusctts, Colorado, Oregon, and Washington. However,
critics fear it would hurt small Finns and trigger unemploy-
ment.

The Social Security Advisory Council, a private sector
panel studying the system, has until July 1990 to draft a
report, with a final reporton the health carc system due to the
DepartmentofHealth and Human Services by January 199 1.
The Council,unlike the PcppcrCommission.hasnocongres-
sional mandate, and no major changes or restructuring are
expected to be suggested.

Congress has passed several initiatives to expand Medi-
caid coverage. 'lITie current trend is to expand Medicaid
whereby states arc able to address the health care needs of
pregnant women, infants, and children in low-incomc fanti-
lies. Forty-one states have raised Medicaid income cligibil-
ity toat leastthe full federal poverty level. O fthese, nine have
increased their eligibility levels to the maximum allowed -
185 percent of federal poverty.

LABOR/BUSINESS

The U.S. Chamberof Commerce, the National Associa-
tionofManufacturers, and other business groups arc pushing
for government action. Business representatives maintain
that they "have done all we can do” to manage health carc
costs. Employers realize that if they do not insure workers
they pay dearly. They subsidize the cost of carc provided to
workers whose employers do not provide health carc. The
issue of health carc costs isone of the most bitterly fought at
the bargaining table, c.g, “ Baby Bell" contract, Pittsion
Coal Company strike.

Unions have played a major role in developing cm-
ploycr-bascd health care coverage for working families.
Until recently, such coverage provided access to carc for
most working Americans and their families. But the hcaltii
insurance system hasevolved during the pastdecade because
ofthe shifting economy. Overthe years,organized labor has
fought to protect workers from increased health carc costs.
However, only 29 percent of employers today offer 100
percent reimbursement for health care, compared with 53
percentjust five yearsago. Agrowing numberofworkers arc
no longer provided family coverage or cannot afford high
monthly premium contributions to insure spouses and chil-
drcn. Working families are now paying more for their health
carc, if they can afford to pay for it all.

In order to control skyrocketing costs, an AFL-CIO
grassroots campaign seeks to develop a five-point national
health care program thatwould: place acap on all health care
expenditures,assure all Americans access to basic health carc
services, investin technology assessment, develop guides for
physicians to consult in treating various conditions, and
inform consumers about cost and quality of health carc
services by making materials available to all consumers.
Federation President Lane Kirkland has stressed that the
AFL-CIO’s objectives arc to launch a “combined federal-
state program that will control health carc inflation, require
all businesses to do their fair share in providing health care
protection to employees, provide coverage for the poor and
unemployed, c'Tcctively monitor the quality of health care,
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and eliminate unnecessary procedures.”

"Results o fthe. I9N 7 National Medical Expenditure Sur-
vey indicate that manv employees would prefer alterna-
tives to costly, high-option traditional insurance, al-

though many employers do no offer them. Furthermore,
employees seem willing to trade some reductions in
deductibles and copayments for additional protection
against catastrophic medical expenses. But the appeal
ofmore traditional high-option benefits, such asfirst-
dollar coveragefor hospital stays, will lead many em-
ployees to choose the high- optron plans, no matter how
t avor lo optl
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The National Conference of State
Legislatures (NCSL) hasastrong commit-
nicnt to assisting state legislatures with a
variety of medical indigency issues. NCSL
is assembling a consortium of funders to
address the problems of medical indigency.
The Colorado Trust and American Col-
legeof Emergency Physicians arc the first
to suppott the Medical Indigency Project
NCSL received a two-yeargrant from the
Colorado Trust to assist stale legislators in
developing policies on health care for the
medically indigent The Colorado Trustis
a private foundation established in 1985.
Its primary mission is to promote and
enhance the health and well-being of all
people, particularly the citizens of Colo-
rado. The American College of Emer-
gency Physicians strives to provide a uni-
fying direction of purpose in the field of
emergency medicine. The college pro-
vides information regarding the practice
of emergency medicine and encourages
trainingofemergency physicians, with the
aim of improving emergency room carc.

The project conducts on-site techni-
cal assistance, publishes periodic reports,
and maintains an information clearing-
houseon innovalivestateprogramsofcare
for the medically indigent. The project
also will produce three newsletters on is-
sues concerning the medically indigent.
ProjectNotes is the firstin aseries ofreports
on access to carc, financing, and the qual-
ity of health care for the medically indi-
gent

National Conference

of Stale Legislatures

1050 17th Street, Suite 2100
Denver, Colorado 80265

TECHNICAL ASSISTANCE

Technical assistance services offer
legislatures programs tailored specifically
to their state's situation. Assistance in the
pasthas included special workshops, assis-
tance with drafting legislation, and special
testimony.

A number of states have expressed an
interest in technical assistance for 1989 -
1990 on a variety of topics related to the
issue of medical indigency. Requests for
technical assistance come from states with
large medically indigent populations and
states that have experienced a recent in-
crease in this group. States chosen to re-
ceive technical assistance are determined
according to state need, issue area, poten-
tial impact on the legislative process, and
legislative interest. Ifyourstate legislature
is interested in more information on tech-
nical assistance programs concerning is-
sues affecting the medically indigent, please
contact project staff.

o' :
PUﬂICATI’gNS V
- - m

The Medical Indigency Project has
produced a variety of publications and other
information resources on major medical
indigency health policy issues. One copy
of each publication is provided upon re-
questat no cost to state legislators, legisla-
tive staff, and state legislative libraries.
Please contact NCSL’s Book Order De-
partment at the number listed in the FYI
section.

\Vm
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The Medical Indigency Project and
other health projects have developed an
extensive information clearinghouse on a
variety of health topics. The information
clearinghouse guarantees legislators and
legislative staffa quick, reliable, and knowl-
edgeable source of information when re-
search reports and legislation are being
formulated. NCSL’s Health Services
Program fields over 1,000 information
requests a year from legislative offices,
health departments, other health carc pro-
fessionals, and the media.

Requestscover a brood range of medical
indigency topics, including: uncompen-
sated care, Medicaid eligibility and ex-
pansion, funding sources, health insurance
regulation, risk pools, mandated health
benefits, and state programs for the medi-
cally indigent. The resources ofthe Medi-
cal Indigency Project information clear-
inghouse may be accessed by contacting
project staff.

MLESHHIER

NCSL’s Annual Meeting and other
seminars and conferences provide an op-
portunity to roach a large number of inter-
ested legislators. Health issuesarc always
among themostimportantscssionsatlhcsc
meetingsand draw large audiences. Infor-
mation onupcoming workshops will be in-
cluded in future editions of ProjectNotes.

Non-Profit Organization
U.S. Posiagc
PAID
Denver, Colorado
Permit No. 3534
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Alliance Strives for Universal Coverage
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SENATE BILL NO. 83
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY SENATORS DUNCAN, Zharoff, Rodey

Introduced: 1/23/91
Referred: L&C, HES and Finance

A BILL
FOR AN ACT ENTITLED
1 "An Act relating to the Alaska State Health Resources Authority; relating to the delivery,
2 quality, and financing of health care for residents of the state, and to the issuance of
3 certificates of need; and providing for an effective date."

4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
5 *Section 1. PURPOSE. The purpose of this Act is to

6 (1) by July 1, 1992, create and begin implementation of a statewide health care provider
7 reimbursement system and utilization standards;
8 (2) after July 1, 1992, provide comprehensive group health insurance for the state,

9 municipalities, school districts, other employers in the state who elect to participate, and all eligible
10 employees of the state, a municipality, a school district, or other employer in the state who elect to
11 participate in the group insurance offered by the Alaska State Health Resources Authority;

12 (3) expand the pool of subscribers and maximize the opportunities for health care cost

13 management and economies of scale when purchasing group health insurance;

14 (4) maintain an efficient provider reimbursement system to reduce the administrative cost
SBO083A -1 SB 83
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to providers who are serving employees of participants;

(5) maintain a statewide health care data base and utilization standards to control
inappropriate or improper utilization practices and to reduce the rate of inflation in the cost of health care
in the state;

(6) create the most comprehensive, cost-effective, and efficient method of providing a
variety of types of health care insurance necessary to meet the coverage requirements of a participant
resulting from negotiated employee contracts;

(7) realize the potential savings that will result if approximately 135,000 active and
retired state, municipal, and school district employees and their dependents participate in the group health
insurance program offered by the authority;

(8) evaluate the need for mandatory participation in the group health insurance offered
by the authority; and

(9) evaluate the need for group health insurance for residents of the state who are
uninsured or underinsured.

* Sec. 2 AS 18.07.035 is amended to read:
Sec. 18.07.035. APPLICATION AND FEES. Application for a certificate of need shall

be made to the department upon a form provided by the department and must contain the
information the department requires to reach a decision under AS 18.07.041 - 18.07.111. Each
application for a certificate of need must be accompanied by an application fee established by
the department by regulation. A copy of each application for a certificate of need, except an
application for a temporary or emergency certificate issued under AS 18.07.071, shall be
provided to the Alaska State Health Resources Authority.
* Sec. 3. AS 18.07.041 is amended to read:

Sec. 18.07.041. STANDARD OF REVIEW FOR APPLICATIONS FOR CERTIFICATES
OF NEED. The office shall grant a sponsor a certificate of need or modify a certificate of need
if the availability and quality of existing health care resources or the accessibility to those
resources is less than the current or projected requirement for health services required to maintain
the good health of Alaska citizens. A Certificate of need may not be issued, except for a
temporary or emergency certificate under AS 18.07.071, unless the office has received a
determination from the Alaska State Health Resources Authority regarding the effect of the
certificate of need on the cost of group health insurance.

SB83 '2' SBO0O83A
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1 *Sec. 4. AS 21 is amended by adding a new chapter to read:

2 CHAPTER 77. STATE INSURANCE.

3 Sec. 21.77.010. AUTHORITY CREATED; REQUIRED REIMBURSEMENT SYSTEM

4 AND UTILIZATION STANDARDS, (a) There is established within the Department of

5 Administration a nonprofit incorporated legal entity known as the Alaska State Health Resources

6 Authority.

7 (b) The authority shall, by July 1, 1992, establish and begin implementation of a health

8 care provider reimbursement system and utilization standards. The state, a municipality, or a

9 school district shall use the health care provider reimbursement system and utilization standards
10 established by the authority for eligible employees of the state, a municipality, or a school
1 district. With the approval of the authority, other employers in the state may use the health care
12 provider reimbursement system and utilization standards established by the authority.
13 (c) The authority shall, no earlier than July 1, 1992, establish a group health insurance
14 pool or pools of eligible employees of the state, a municipality, or a school district if the
15 employer has elected to pardcipate in the group health insurance obtained by the authority and
16 may provide group health insurance to employees of other groups that elect to participate in the
17 group health insurance pool provided by the authority. Employees of other groups that elect to
18 participate shall use the reimbursement system and utilization standards established by the
19 authority.
20 (d) Upon application by an eligible state program, the authority may, beginning July 1,
21 1992, allow the eligible state program to participate in the group health insurance pool provided
22 by the authority.
23 Sec. 21.77.015. REQUIRED COOPERATION BY STATE AGENCIES. An agency of
24 the state that provides health care or that provides funds to purchase health care shall, to the
25 maximum extent possible, cooperate in the development of the use of the health care provider
26 reimbursement system and utilization standards established by the authority, including sharing
27 relevant information.
28 Sec. 21.77.020. BOARD OF DIRECTORS; ORGANIZATION, (a) The authority shall
29 be managed by a board of directors composed of nine members appointed by the governor. The
30 governor shall appoint at least one but not more than two members as representatives from each
31 of the following:

S 150083A -3- SB 83
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(1) the executive branch;

(2) labor organizations;

(3) school districts;

(4) municipalities;

(5) private sector employers;

(6) health care providers.

(b) Members of the buard serve staggered terms of four years. The board shall elect
from its membership a president, vice-president, and secretary. Members of the board serve
without compensation but are entitled to receive per diem and travel expenses authorized for
boards and commissions under AS 39.20.180. Members of the board are subject to AS 39.50.

Sec. 21.77.030. GENERAL POWERS. The authority may

(1) beginning July 1, 1992, exercise the powers granted to insurers under the laws
of the state; if the authority acts as an insurer, the authority shall comply with the requirements
applicable to insurers under this title;

(2) sue or be sued;

(3) enter into contracts or agreements;

(4) establish administrative or accounting procedures;

(5) collect, invest, and disburse funds;

(6) charge fees for providing administrative services;

(7) establish appropriate levels of reserves to cover theexpenses of the authority;

(8) adopt necessary regulations and procedures for implementationof this chapter.

Sec. 21.77.040. DUTIES OF BOARD; ANNUAL REPORT. The board shall

(1) in providing group health insurance required under this chapter, provide
comprehensive coverage at the lowest possible cost per eligible employee;

(2) provide to the governor and to the legislature an annual report covering the
previous fiscal year’s activities of the authority;

(3) review each application for a certificate of need under AS 18.07.041 and
within 60 days after receiving a copy of the application detemiine the effect of issuing the
certificate on the cost of the group health insurance required under this chapter; a copy of the
determination shall be provided to the office of planning and research in the Department of

Health and Social Services;

o SBOOB3A
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(4) every third fiscal year, include in the annual report a cost and benefit analysis
of the activities of the authority.

Sec. 21.77.050. STAFF AND PROFESSIONAL SERVICES CONTRACTS. The
authority shall employ an executive director who serves at the pleasure of the authority as its
chief administrative officer. The executive director may, with the approval of the authority,
select and employ additional staff as necessary. Employees of the authority are in the exempt
service under AS 39.25.110. In addition to its staff of regular employees, the authority may
contract for the services of consultants and professional, technical, and financial advisors the
authority considers necessary for the purpose of developing information, conducting hearings,
studies, investigations, or other proceedings, or otherwise exercising its powers.

Sec. 21.77.060. PROCUREMENT OF INSURANCE, (a) The authority shall, after
July 1, 1992, obtain a policy or policies of group health insurance covering eligible employees
of an employer that has elected to participate, from an insurer authorized to transact business in
the state under AS 21.09, or act as a self-insurer if the authority determines that self-insurance
can provide the desired insurance coverage and benefits at a lower cost per eligible employee.

(b) Except when acting as a self-insurer, the authority shall obtain group health insurance
in compliance with the provisions of AS 36.30 and shall make available bid specifications for
desired group health insurance benefits to all insurance carriers licensed in the state and qualified
to provide the desired benefits. The specifications shall be made available at least once every five
years.

Sec. 21.77.070. ALASKA STATE HEALTH RESOURCES FUND. The Alaska state
health resources fund is created in the general fund. The fund consists of money appropriated
by the legislature. The fund shall be managed and invested by the board. The board may expend
money from the fund to carry out the provisions of this chapter.

Sec. 21.77.080. INSURANCE PREMIUMS. The authority shall provide that sufficient
funds are collected to provide authorized benefits, reserves, and to pay the expenses of the
authority. Reserves remaining at the termination of an insurance contract shall be invested by
the authority in the same manner as retirement funds are invested under AS 14.25.180.

Sec. 21.77.090. PARTICIPATION; WAIVER, (a) The state, a municipality, a district,
or other employer in the state may participate in the gr. ip insurance coverage provided by the

authority. If the state, municipality, district, or other employer elects to participate, the state,

SBO0B3A -5- SB 83
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municipality, district, or other employer shall continue to participate unless a waiver is granted
by the board.

(b) In determining whether a waiver should be granted, the board shall establish
minimum benefit and financial standards for the desired group health insurance coverage. The
minimum benefit and financial standards and the proposed time schedule for responsive offers
shall be sent to all participants at the time the request for proposal for the desired group health
Insurance coverage is issued. A participant seeking a waiver of coverage shall match the
minimum benefit and financial standards set out in the request for proposal for the desired group
health insurance coverage. Participants shall submit documentation of their insurance coverage
matching the board’s minimum benefit and financial requirements before the deadline established
by the board. The hoard may approve or disapprove a waiver of participation based on the
documentation submitted by the participant regarding the benefit and financial standards
established by the board,

(c) A participant may separately provide for health insurance coverage additional to that
offered by the authority.

Sec. 21.77.100. DEFINITIONS. In this chapter,

(1) "authority" means the Alaska Stale Health Resources Authority;

(2) "board" means the board of directors of the Alaska State Health Resources
Authority;

(3) "district" has the meaning given in AS 14.17.250;

(4) "eligible employee™ means an employee of a participant who qualifies for
group health benefits as determined by the participant;

(5) "eligible state program™ means a program in which an agency of the state
provides health care or provides funds to purchase health care for persons who are not employees
of the state;

(6) "employer" means the state, a municipality, a district, a collective bargaining
u't, the board of a public corporation of the state created within a principal executive
department, a self-employed person, or a person employing one or more persons in a business
or industry;

(7) "fund" means the Alaska state health resources fund

(8) "group health Insurance™ means coverage that may include life insurance,

'6' SBOO033A
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accidental death and dismemberment, medical care and treatment, dental care, eye care, and other
group health coverage as determined by the authority;

(9) "municipality" includes a public corporation established by a municipality;

(10) "participant" means the state, a municipality, a district, or other employer in
the state;

(11) "reimbursement system" means a system or method that streamlines or results
in cost efficient payments to health carc providers, and includes schedules of maximum allowable
reimbursement for health care related services based on geographic regions, actual provider costs,
and availability of services;

(12) "state" means the executive, legislative, and judicial branches of state
government, and includes the University of Alaska and a public corporation of the state created
within a principal executive department;

(13) "utilization standards" means a system to monitor, track, and verify patterns
of treatment by health care providers that assures that cost efficient and cost effective care is
provided within accepted medical standards without reducing the quality of care.

*Sec. 5. AS 37.07.030 is amended to read:

Sec. 37.07.030. RESPONSIBILITIES OF THE LEGISLATURE. The legislature shall
(1) provide for a budget review function;
(2) analyze the comprehensive operating and capital improvements programs and

financial plans recommended by the governor,
(3) adopt legislation to authorize implementation of the governor’s comprehensive

operating and capital improvements programs and financial plans or appropriate alternatives to

those plans;

(4) provide for a post-audit function to cover financial transactions, program
accomplishment, and compliance with legislative intent;

(5) adopt or revise the estimate of receipts required to balance the succeeding
fiscal year's budget in order that proposed expenditures do not exceed estimated receipts for that
fiscal year;

(6) adopt, revise, or initiate revenue measures in order to balance the succeeding
fiscai year's budget and the capital improvements section of the budget for the succeeding six

yeurs

SB0O083A 7 SB 83

Now Tex" Underlined /DELETED TEXT BRACKETED1



(7) appropriate funds for the operation of the Alaska State Health Resources
Authority.
* See. 6. AS 39.25.110 is amended by adding a new paragraph to read:
(30) employees of the Alaska State Health Resources Authority.

1
2
3
4
5 *Sec. 7. AS 39.50.200(b) is amended by adding a new paragraph to read:
6 (52) Alaska State Health Resources Authority (AS 21.77).

7 * Sec. 8. REPORT. The Alaska State Health Resources Authority shall report to the Alaska State
8 Legislature by March 1, 1992, on the progress made by the authority in establishing a health care
9 provider reimbursement system and utilization standards.

10 * Sec. 9. This Act takes effect immediately under AS 01.10.070(c).

SB 83 §- SBOO083A
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SENATE BILL NO. 84
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY SENATOR DUNCAN

Introduced: 1/23/91
Referred: HESS and Finance

A BILL
FOR AN ACT ENTITLED
"An Act relating to state coordination of health planning and development; abolishing the

Statewide Health Coordinating Council; and providing for an effective date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 18.07 is amended by adding a new section to read:
Sec. 18.07.005. LEGISLATIVE PURPOSE. It is the purpose of this chapter to create
a rational framework for the planning and development of all health care services in the state to
ensure promotion and protection of public health, provide equitable access to health services, and
avoid unnecessary increases in health care costs.
* Sec. 2. AS 18.07.021 is amended to read:
Sec. 18.07.021. STATE HEALTH PLANNING AND DEVELOPMENT [AGENCY].
The [OFFICE OF PLANNING AND RESEARCH IN THE] department is responsible for [THE]
state health planning and development! [AGENCY DESIGNATED UNDER 42 U.S.C.
300m(b)(3). THE OFFICE] shall [PERFORM THE FUNCTIONS ENUMERATED UNDER 42
U.S.C. 300m-2,] administer the certificate of need program outlined in AS 18.07.031 - 18.07.111

SBO084A '1' SB 84
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[AS 18.07.041 - 18.07.111], and shall perform other functions prescribed in this chapter.
* Sec. 3. AS 18.07.031 is repealed and reenacted to read:

Sec. 18.07.031. CERTIFICATE OF NEED REQUIRED, (a) Unless authorized under
the terms of a certificate of need issued by the department, a person may not

(1) make a capital expenditure of $1,000,000 or more for construction of a health
care facility;

(2) convert a building, in whole or in part, for use as a health care facility if the
fair market value of the converted part of the building is greater than $500,000 and the sum of
the fair market value plus additional capital expenditures made to facilitate the conversion equals
or exceeds $1,000,000;

(3) alter or redistribute the bed capacity of a health care facility by more than 10
beds or 10 percent of the number of beds in the facility, wh; .hever is fewer;

(4) add or eliminate a category of health services to or from those provided by
the health care facility; or

(5) acquire a health care facility at a cost of $1,000,000 or more.

(b) The dollar thresholds in (a) of this section apply to total anticipated costs. Costs of
constructing or acquiring a health care facility may not be artificially divided, fragmented, or
structured to circumvent the requirements of this section.

* Sec. 4. AS 18.07.035 is amended to read:

Sec. 18.07.035. APPLICATION AND FEES. Application for a certificate of need shall
be made to the department upon a form provided by the department and must contain the
information the department requires to reach a decision under AS 18.07.031 - 18.07.111
[AS 18.07.041 - 18.07.111]. Each application for a certificate of need must be accompanied by
an application fee established by the department by regulation.

* Sec. 5. AS 18.07.051 is amended by adding a new subsection to read:

(b) A certificate of need is valid only for the defined scope, physical location, and person
stated in the certificate.

* Sec. 6. AS 18.07.061 is amended to read:

Sec. 18.07.061. MODIFICATION AND TERMINATION OF ACTIVITIES. The
certificate holder shall apply to the department [OFFICE] for a modification of the certificate
| BEFORE TERMINATING PART OF THE ACTIVITIES AUTHORIZED BY THE TERMS OF

SB 84 '2' SBO084A
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FURTHER RESOLVED that the task force is terminated at 11:59 p.m. on February 1, 1993.
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HOUSE BILL NO. &9
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE -HRST SESSION

BY REPRESENTATIVES BOYER, Navarre

Introduced: 1/23/91
Referred: Health, Education and Social Services, Judiciary, Finance

A BILL
FOR AN ACT ENTITLED
1 "An Act relating to state coordination of health planning and cevelopment; abolishing the
2 Statemce Health Coordinating Council; and providing for an effective date.”

3 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

4 *Section 1 AS 1807 s amended by adding a new section to read:

Sec. 1807006 LEGISLATIVE PURPOSE. It is the purpose of this chapter to create
arational framework for the planning and development of all health care services in the state to
ensure promotion and protection of public health, provice eguitable access to health services, and
avoidl Unnecessary increases in health care coss.

* S 2 AS 1807021 is amended to read:

Sc. 1807021 STATE HEALTH PLANNING AND DEVELOPMENT [AGENCY].
The [OFFICE OF PLANNING AND RESEARCH IN THE] department is responsible for [THE]
state health planning and development [AGENCY DESIGNATED UNDER 42 USC
J0m(b)(3). THE OFFICE] shall [PERFORM THE FUNCTIONS ENUMERATED UNDER £2
US.C. 300m-2) administer the certificate of need program outlined in AS 1807031 -1807.111

EEOREBwom-wo o
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1 [AS 1807041 - 1807.111], and shall perform other functions prescribed in this chapter.

2 *Sc 3 AS 1807031 is repealed and reenacted to read:

3 S, 1807031 CERTIFICATE OF NEED REQUIRED, (@ Unless authorized under

4 the terms of a certificate of need issued by the department, a person may not

5 (1) meke a capital expenditure of $1,000,0000r more for construction of a health

6 carefacllty,

7 (2 convert a builaing, inwhole or in part, for use as a health care facility ifthe

8 fair market value of the converted part of the building is greater than $800,000and the sum of

9 diefair market value plus acditional capital expenditures mede to facilitate the conversion equals

D orexceeds $1,000000

1 (Jalter or recistribute the bedl capacity of a health carc facility by more than 10

12 beds or 10percent of the number of beds in the facility, whichever is fever,

13 (A aod or eliminate a category of health services to or from those provided by
4 the health care facility; or

15 () acquire a health care facility at a cost of $L,000,0000r more.

16 (b) The dollar thresholds in (@) of this section apply to total anticipated costs. Costs of
7 oonstructing or acouiring a health care facility may not be artificially clivided, fragmented, or

=

[ I

18 structured to circumvent the requirements of this section,

19 *Sec. 4 AS 1807.0%5 Is amended to read:

7| Sec. 1807.03. APPLICATION AND FEES. Application for a certificate of need shall

2L e made to the department upon a form proviced by the department and must contain the

2 Information the clepartment requires to reach a decision under AS 1807031 - 1807.111

2 [AS 1807041 - 1807.111]. Each application for a certificate of need must be accompanied by
A an qoplication fee established by the department by requlation.

(NS

5 *Sc 5 AS 1807061 is amended by adaing a new subsection to read:

5 (b) Acertificate of need is validl only for the defined soope, physical location, and person
21 stated in the certificate.

B *Sc 6 AS 180706l is amenced to read:

7 Sc. 1807061  MODIFICATION AND TERMINATION OF ACTIVITIES. The
D certificate holder shall apply to the department [OFFICE] for a modification of the certificate
a [BEFORE TERMINATING PART OF THE ACTIVITIES AUTHORIZED BY THE TERMS OF

HB 69 -2- HB0069a
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ISSUANCE, BUT THE CERTIFICATE HOLDER IS NOT REQUIRED TO OBTAIN THE
ACQUIESCENCE OF THE OFFICE] hefore transferring the certificate or modifying or
terminating all or part off the activities authorized by the certificate. If a certificate holder
Intends to terminate [TERMINATES] all of the activities authorized by a certificate, the
certificate holder IS required to apply to [NOTIFY] the department [OFFICE] 60 days before
termination andl to surrencr the certificate to the department [OFFICE] within 30 days after
[OF] termination.
*Sec. 7.AS 1807061 is amenced by adding new subsections to- read:

(0) An application for transfer of a certificate shall be madk on forms provided by the

department and must contain

(1) evicence, of the type the department rmay require by regulation, that the
transferee IS able to assume ownership or operation of the health care facilityand to provie the
appropriate health services;

(Q)evidence that the transferee Is acquiring the health care facility at no more
than its current fair market value; and

(3 other information that the department may require.

(C) Transfer of a certificate is subject to conaitions the department considers necessary.
*Sec. 8 AS 1807071 Is repealed and reenacted to read:

Sec. 180707, EMERGENCY CERTIFICATES, (@ The cepartment shall expeite

review of an application for a certificate of needl under ASI807.031(a)(1) that isrequired  to

(D)eliminate or prevent imminent safety hazards as defined by a federal, state,
or local fire, building, or life safety coe or requlation;

(2 comply with state licensure stancards; or

(3)comply with accregitation standards, compliance wath which is- recuired, to
receive fegeral reimbursemen.

(b) An application approved under (a) of this section may be approved only to the extent
that the capital expenditure is required to eliminateor prevent  the hazardsor to comply with the
standarals described in (8) of this section.

*Sec. 9 AS 1807 1s amended by adaing a new section to read:

Sec. 18070/, FINAL DECISION, (@) Within 15Ddays after it determines that it has

recelved a complete application, the department shall take one or more ofthe following actions:

HB0069a -3- HB 69
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HOUSE BILL NO. 71

NH R AU FRT SN

BY REPRESENTATIVES BOYER, Navarre

Introduced: 1/24/91
Referred: Labor and Commerce, Health, Education and Social 'St. .ices, Finance

ABILL
FOR AN ACT ENTITLED
1"An Ait relating to the Alaska State Health Resources Authority; relating to the delivery,
2 quality, and financing of health care for residents of the state, and to the issuance of

3cert|f|cates of need; and providing for an effective cate.”
4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
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