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House Bill 45
Analysis of Financial Impact on
Mandatory Coverage of Mammograms
Frepared by the Division of Retirement and Benefits
Department of Administration
January 28, 1991
Page 2 of 2

This bill will not resuit in additional operations cost for the Division of
Retirement and Benefits.

The bill is estimated to increase the monthly health premium by $1.50 per
employee. This equates to an annual increase of $270,000.

[$1.50 x 15,000 employees x 12 months = $270,000]
There will be an equivalent cos+to school districts and participating political

subdivisions and to the retirement funds. Future costs are assumed to
remain level but will be determined by the plan's claim experience.



Alaska State Legislature

110 t-SIiOP REPRESS t me

Representative Fran Ulmer

MEMORANDUM
JANUARY 24, 1991

TQ Rep. David Finkelstein, Chair
House Labor and Commerce Committee
FROM: Rep. FrarvClrfveY'
RE: HB 45, relating to insurance coverage for mammograms

HB 45 requires health insurance carriers in Alaska to provide coverage for mammography
screening in every policy which includes mastectomies and related procedures, including
Medicaid. Mammography screening has proven io be the most effective means of detecting breast
cancer in its curable stage.

The bill includes:
(@) a definition of "lcw-dose mammography"
(b) frequency standards for mammography screening
(recommended by the American Cancer Society)
(c) provision for standard co-payment and deductibles
(d) placement of mammography screening on Medicaid
funding priority list.

Industry cost estimates (provided by Aetna) indicate that the per person cost for state
employees to have this benefit will be no more than $1.50 per month. That figure represents
0.4% of the monthly premium. This percentage (0.4%) should be the cost of this benefit in
policies from other providers as well.

Thirty-four other states currently require some type of mammography screening coverage (see
map attached). The experience of those states has shown that over 90% of women whose breast
cancer is detected early survive. The medical cost saving from early detection is estimated to
be, for the nation, approximately $200 million. That cost, coupled with the saving of lives
which would otherwise be lost, recommends that Alaska take action to make mammography
screening a routine procedure for every women of appropriate age.

This bill was requested.by the American Cancer Society and is supported by the Hospital and
Nursing Home Association and the Juneau Commission on Aging.

District 413 —Juneau
P.O.BOXV =« Juneau. Alaska 99811-3100 « (907)405-4947

Recycled Paper



Alaska State Legislature

TQ Rep. David Finkelstein, Chair

Representative Fran Ulmer

MEMORANDUM
January 30, 1991

House Laty j and Commerce Committee

FROM: Rep. FrprthJ

RE: HB 45, L mammography screening

The following is a list* of those states which currently require insurance coverage for

mammography screening:

Washington
California
Arizona
Nevada
Colorado
New Mexico
Texas
Oklahoma
Kansas
North Dakota
Minnesota
Wisconsin
lowa
Florida

Missouri
[llino.s
Kentucky
Tennessee
West Virginia
Virginia
Pennsylvania
New York
Massachusetts
New Hampshire
Maine

Rhode Island
Connecticut

The largest, most populous states of the nation are included in this list. They have concluded
that requiring insurance coverage for mammography screening is an effective means of
promoting the use of this cost effective, preventive procedure.

*This information provided by the American Cancer Society.

PO.BOXV e

District 4B —Juneau
Juneau. Alaska 99811-3100 « (907)465-4947

Recycled Paper



HB 45 - RELATED TO MAMMOGRAPHY SCREENING
Sectional Analysis

Section 1.(a) Requires Alaska health insurance providers to include low
dose mammography screening in every group and individual policy which
covers mastectomies and related procedures.

(b) Establishes frequency standards for mammography
screening, as recommended by the American Cancer Society.

(c) Requires that payment for mammograms should be not less
favorable than for other radiological examinations and may be subject to
standard co-payment and deductible provisions.

(d) States that these requirements are not applicable to
supplemental contracts covering a specified disease or other limited
benefits.

(e) Definition of "low-dose mammography screening”.

Section 2. List of statutes that apply to service corporations operating
as insurance providers in Alaska; the mammography requirement for
insurance providers is included in this list so that the statutes are
consistent.

Section 3. Includes mammography screening as a service which may be
covered by Medicaid funding.

Section 4. Places mammography screening on the prioritized list of
services which will not be funded if funds are not available.

Section 5. States that this act applies to individual and group health
insurance policies and to hospital or medical service subscriber contracts
entered into or renewed on or after the effective date of the Act.



BREAST CANCER EARLY DETECTION FACT SHEET

incidence
Leading cause
1 in 9 women
1988: 135,000

of premature death in American women

aevelop breast cancer
new cases inthe U.S.;42,000 deaths

cancers occur in women over age 50
cancers occur in women over age 65

75% of breast
40% of breast

Early Detection Benefits
Mammography and physical exam detect 95% of breast cancers

Mammography most effective means to detect breast cancer in the
curable stage

Over 90% of breast cancers detected early survive vs 60% whose
tumors have spread vs 16% of late detection cancers

Compliance
15%-20% of eligible women have annual mammograms

Costs
Early detection, breast cancer cured

No early detection, cancer results in death

$12,000 - $18,000
$60,000

Medical cost saving from early detection = $200 million
Additional productivity cost (individual, financial, societal)
per woman = $9,000
national total = $400 million
Total annual cost saving, national = $600 million

Barriers
Cost -- National avg = $100-$200 per mammogram

Fear of results
Fear of radiation - mammogram produces less radiation than a

dental X-ray



State Insurance

WASHINGTON

OREGON

NEVADA*

CALIFORNIA*

ARIZONA*

ALASKA

OKLAHOMA

Law s:
NORTH DAKOTA*
WYOMING
NEBRASKA
COLORADO™
NEW MEXICO*
TEXAS'

Requires coverage: screening

HAWATI

mammography (SM) and Pap Smear (PS)

Optional coverage: SM and PS

Requires coverage: SM

Cancer

\WANEA

WISCONSIN
MW-
IOWA*

ILLINOIS'

Mi RI*
SSoU KENTUCKY*

TENNESSEE*

ALABAMA

E arly D etection T ests

NEW HAMPSHIRE*

VERMONT .\ MAINE*
MASSACHUSETTS*
NEW YORK X*

RHODE ISLAND*

PENNSYLVANIA. CONNECTICUT™
NEW JERSEY
DELAWARE
MARYLAND*
/
Y1RONIA*
NO. CAROLINA
SO ~
.CAROLINA
FLORIDA

Optional coverage: SM

No laws

Medicare Supplemental Policies cover SM

‘States with ACS Screening Guidelines
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BB hagEne

The Department would, recommend the following alternative to
the present pSaectlons 3 and « or? %e proposed Weglslat
A ropose changing. "low-dose mammogra
screenlng$ {0 97d313§ s%:reen?ngp ‘i< gg ngldentlcai C ang gnpg
4T AT s and e rwg roBos term the istin 8
ition's seg \ . 47.07.900 smd the deflnltlon as sta
|n t e proposed legislation on page 2, fines 14-17,

There is a anshﬁlve hssue in. the mattar g where this _new

service Jjs to be placed In the priority list 8 47,07,035. ThIS
Btatute t the oPtlo(na.l Services Jn the order.in which they V\must
e suspended .or de%te | f gpprophla lons are madequate ere
ang serwge IS fo Dbe Place on this list 1s a very urﬁectl
tt invariably aCPuses _ tron? sentmen]ts among "both edl%al
Erow ers and edical rec.lplen S Rat P] Br
om aratlv mportance of various ed a| sa[ l) artmen
eq StS at It ma.t{e aP rop |a.e fa ack on F
g/somedaast islatures: t|n t e Newes serV|ce as Tirst
thpen ed. THis Is de en3| Ie 0 the rod]n s that the de ree
to WhIC he public has come de en covV ra an
ts]ervhce IS, In Iﬂarge measure, a u t n o ow ong tha serV|ce
as been covere

It would therefore be our recommendation that the priorit
ranking for “adu | t screening” under AS 47.07.035 E)e reV|sedID )y

R
ecommended by rl}s B, %?ch

cfical Assistance

Date

Approved by

Date:



WATRRJ HOE, GOBR\CR

PO BOX C
DEPARTMENT OF ADMINISTRATION JUNEAU,ALASKA99811'0220
PHONE ' (007) 465-4404

DIVISION OF LABOR RELATIONS

February 4, 1991

Chairman

House Labor and Commerce Committee
Alaska State Legislature

P.O. Box V

Juneau, AK 99811-3100

The Honorable David Finkelstein 05 .
[9gi

Dear Mr. Chairman:
Re: House Bill 45 (Mammogram Screening)

During you committee's January 29 hearing on House Bill (HB) 45, | was asked
to determine if the State could obtain costs fAr breast cancer related
treatment and benefits paid through the curr State active employee
insurance plan. Through the Division of Ret .ment and Benefits, | have been
provided the enclosed inpatient cost and utilization figures from our present
carrier (Aetna), for 1990. Unfortunately, outpatient costs associated with
breast cancer are an unusual event and figures are not easily retrievable;
Aetna "estimates" perhaps another $1,400 per admittance and will advise us
later if they find that estimate unsupportable.

The short version is that there were nine (9) admissions for our active
employee groups (all branches of State government), with $60,733 submitted
expenses and $57,303 paid in benefits. If we add in another $1,400 per admit
for outpatient costs, the total benefits paid were $69,903 ($57,303 + $12,600
[$1,400 x 9]). Parenthetically, the State would have paid $41,580 in health
insurance premiums for these employees in 1990 if each were employed for the
full year ($385/mo. x 12 x 9 = $41,580).

Since this bill left your committee before | could provide the requested
information, | am taking the liberty of copying the Health, Education and
Social Services Committee with the same information; no doubt, the question
will arise.



The Honorable David Finkelstein -2- February 4, 1991

Thank you for the opportunity to present my testimony and your professional
reception of it.

Sincerely,

BC/mme

15/8D2/020402-1

Enclosure

cc. The Honorable Pat Carney
The Honorable Georgianna Lincoln
Co-Chairpersons
House Health, Education and

Social Services Committee

Alaska State Legislature
P.O. Box V
Juneau, AK 99811-3100

The Honorable Fran Ulmer
Alaska State Representative
P.O. Box V

Juneau, AK 99811-3100

Millett Keller
Commissioner
Department of Administration



02'01 91 15:50 Q0054 002

m= 3c,Vii.i- r'i toUHj 00

STATE OF ALABKA

INPATIENT COST AND UTILIZATION ASSOCIATED
WITH BREAST CANCER
ACTIVE GROUP ONLY

CALENDAR YEAR 1990

NUVBER OF ADMISSIONS

NUVBER OF BED DAYS 24
TOTAL SUBMITTED EXPENSES *60,733
TOTAL COVERED "XPENSES *39,941
TOTAL BENEFITS PAYABLE* *37,303
AVG. BENEFIT PER ADMIT 6,367
AV.G BENEFIT PER DAY *2 380

* Benefits Payable is defined as the regular benefit* payable after
plan provisions, Le. deductible and coinsurance, but before
coordination of benefit*.



ALASKA STATE

H ospital & N ursing H ome

ASSOCIATION

January 24, 1991

MMErCe mittee
OUSG %OX epresentatl es

uneau AK 99811
support:  HB 4s
Dear Representative Finkelstein:

resentative Dayi nkelstein, Chair
Bt

The Iaaka Holpltal & Nursing Home Asfso jation would
like t Its S P(Port to the assage of HB +s, mandating
msurance coverage Tar mammograms

Unfortunately | will.pe out of Jyneau.on January 29 and
\tl\f]la| Ho t Dbe ab?eyto testhy at your Léommlttee %earlﬁ/g on

The bill speaks for itself. [t is regretful the
h |§h|a ure sﬁ%u?d have to tell e}th,er Bu%ers or sellers of

| surance that this t¥]pe8 preve t%ve me ,ICJHE \s
ust common sense and should be part of an individuals
nsurance program.

HRK/ .

r!‘Q/Iaembers House Labor fiCommerce Committee
resentat|ve arnel

e resentatjve nI

epresentative ponle

epresentative ruck an

epresentative Taylor

epresentative ackl

L™epresentative Ulmer

319 Seward Street #11 * Juneau, AK 99801 « (907) 586-1790 « Fax (907) 463-3573



WELLSPRING

A WELLHEALTH CENTER

Mary Lou Follett, RNC, ANP Constance Trollan, RNC, ANP
Advanced Nurse Practitioner & Counselor Advanced Nurse Practitioner & Counselor
January 26,1991

ea{arese tative Fﬁan Ulmer
ska _House of Representatives
0.

Bo
Juneau ﬁlaska 98211-3100
Dear Representative Ulmer:

Thank you for lntroducm legislation , which will [equne healt
insurarce carriers laska“to provide coverage for mammography

screening.

merjcan Cancer SometY states tnat agnually 175,000 ne]
and 44,500 deaths will result reasf cancer,
ates Into one In nine women In America affected by thls

Se,
tect breast _cancer in its 3”% more cHra ble stages, the
can Cancer So | ty recommends reast self-ex ﬁ ﬁ every month
0 od a Preas exam Xa th
/ s for women ag 2040, and over
ry year. dl'[} on the American
% rn W?men 35-39

Selne mammo ram
M 40-49, aN0 an Ual Mmammogram

in_ Alaska should be requned
clud| mammo%a

?asI and PH ragh

|
% uate womens hefalth care
mn|m m (Paime t | 0

egislatli . n%rﬁwomla enanc
ancer Socl U|de|nes and enable

{‘ﬂ ncan
reast cancer In SKan women.

earted| ort your legislative attempts to require
nsuranz [r)rlerg/ fo prgvn coverage. P |

Sincerely

ale EXRGHSI €
0. Wome 1N

OO_CZ

Ojﬁj

&/%Pnsetnagcilea ||a(f]are ANP

2215 N. Jordon Avc, < Juneau, Alasko 99801 « (907)789-1812 « FAX (907) 789-7168



CITY/HOUOUCM OF JUNEAU
ALASKA'S CAPITAL CITY

LOOKING TO THE FUTURE

1991 ALASKA CONFERENCE ON AGING

JUNEAO commission on aging

COMMUNITY FORUM — SENIOR CONCERNS
TRl Slaee
January 26, 1991

RESOLUTION IN SUPPORT OF HB 45

RELATING TO MAMMOGRAPHY SCREENING

WHEREAS, breast cancer is the leading cause of premature death in
American women; and

WHEREAS, 75% of breast cancers occur in women over age 50, and
40% of breast cancers occur in women over age 65; and

WHEREAS, mammography screening is the most effective means of
detecting breast cancer in its curable stage; and

WHEREAS, in over 90% of the breast cancers detected in early
stages the patient survives; and

WHEREAS, only 15% - 20% of women who should have a regular
mammogram receive one; and

THEREFORE, BE IT RESOLVED, that it is in the interest of senior
women to have insurance coverage for mammography screening; and

BE IT FURTHER RESOLVED, that HB 45, relating to insurance coverage
for mammography screening, sponsored by Rep. Fran Ulmer, receives the



M Fie Alaska

National Federation of
Independent Business

POSITIOM PAPER

OF
NATIONAL FEDERAMPH\lIBB\FL A@R%ENDENT BUSINESS
T0 THE
HOUSE LABOR and COMMERCE COMMITTEE

ON

HB 45

o SRR R A R

State Office

9159 Skywood lane
Juneau, AK 99801
(907) 789-1278

'Die Guardian of
Small Business



Mr. Chairman, members of the labor and Commerce Committee, my name
is Kesa .lerrel, and | represent the National Federation of
Independent Business/AJaska - MFIB*AIaska. Before giving my
testimony on HB 45, it might be appropriate lo briefly describe
NFIB/Ai aska and its legislative program.

NFIB/AJaska is comprised of 5292 small and independent business
owners. Our members have 15 or fewer employees and have annual
gross receipts of $1 million or less.

The legislative agenda of NFIB/Alaska is determined by our ballot.

The ballot iE 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 issues. We then share the results of our poll with
the Legislature and Administration. There is not enough space on
the annual poll to place every possible issue to our membership.

Therefore, we alEO use the three previous years ballots as
guidance on issues.

The board issue of mandated benefits is of great concern to our
membership. On the 1990 ballot, we polled our members regarding
their views on mandated mental/nervous disorders. The ballot
results clearly show that small business owners overwhelmingly -
93/C - oppose the government imposing such mandates on them. Any
employee benefit package should be worked out between the employer
and employee.

In recent years there has been an explosion of states passing laws
requiring health insurance policies to cover specific diseases and
specific health care services. Mandated health insurance benefits
cover services ranging from acupuncture to naturopaths.

Mandated benefits cover everything frmn I|life saving technigques to
purely cosmetic devices, such as hairpieces in Minnesota.
Collective, these mandates have added considerably to the cost of

health insurance and they prevent people from buying no-frills
insurance at a reasonable price.

We understand the purpose of this legislation is to act as an

incentive for people to utilise this screening service. It is
doubtful that will occur, because in Juneau a mammogram cost $150
-$171. Most health insurance policies have a $250, $500 or $1,000
deductibles. A person is still going to have an out of pocket

expense of $150 -$171 even if their policy covers the x-ray
service or they do not even have health insurance.

Our members believe in the freedom of choice in health insurance.
This means being able to buy a health Insurance policy tailored to

individual, family and employee needs. With this in mind, we
would offer an alternative to mandating this coverage: have the
Insurance companies cffer this coverage as an option. With the
ability to pick and choose a person can purchase 1t or choose not

to purchase |It.

We believe the iEsue is not whether this benefit and other similar
benefits should be extended to employees; rather we believe it s
instead, should this benefit be mandated by the Legislature.

Mr. Chairman, Members of the Committee, thank you for tho
opportunity to present our views on this issue.
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Breast
cancer -

rask up

ASSOCIATED PRESS

NEW YORK - The average
American woman runs a one-in-
nine risk of developing breast |
cancer during her lifetime, an in-
crease over the previous esti-
mate, the American Cancer Soci-
ety said Thursday.

The increase reflects rising
breast cancer rates and the fact
that women are living longer, the-
society said.

About 175000 American
women will get breast cancer
this year, and 44,500 women will |
die from the disease, the society [
said in releasing its annual pro-
jections.

"Every American woman
should consider herself at risk,"
Dr. Clark Heath, the society’s
vice president for epidemiology
and statistics, said in a state-
ment.

The society had projected a
I-In-10 risk since 1987, based on
data from the early 1980s. The
new estimate is based on federal
figures for 1987, the latest avail-
able, said cancer society statisti-
cian Catherine Boring.

Edward Sondlk, the National
Cancer Institute’s deputy direc-
tor of the division of cancer pre-
vention and control, noted that
the change means going from a
risk of 10percent to one of 11 per-
cent.



0 COVER STORIES

Medicine

A Puzzling Plague

Whatisitaboutthe American wayo flife thatcauses breastcancer?

By CLAUDIA WALLIS

In the bad old days, some 20
years ago, no one had the hclirl
even lo talk about it. Breast
cancer st;uck the most evident
ot a woman's assets, where the motherly
and the erotic are joined. And treatment
of ihe disease was a nightmare of pain, dis-

IS

figurement and uncertainty too terrifying

to contemplate. A seemingly healthy wom-

an with nothing more than a liny lump in
her breast (and a larger one forming in her

throat) could agree to have a biopsy per-

formed and not know whether she would
awake from surgery with a small bandage
on her breast—or no breast utall.

Much has changed since then. For one

TIME JANUARY M IW

thing, breast cancer is widely discussed.
Celebrity after celebrity—a veritable
Breast Cancer I (all of Fame—has stepped
forward to demystify the disease and soft-
en its stigma, beginning with Shirley Tem-
ple Black, Ingrid Bergman and Betty Ford,
and more recently including Nancy Rea-
ganand Gloria Stcinem. Lessons on cancer
detection and the importance of mamma-



1 grams arc the subject of elaborate public
information campaigns.

More important, the surgical and post-
su'gical options have multiplied. Chas-
tened by better educated and more de-
manding patients, doctors now wait after a
positive biopsy to discuss these options be-
fore moving in to amputate. Just last year
a consensus meeting convened by the Na-
tional Institutes of Health formally recom-
mended lumpectomy, the removal of a
cancerous lump plus a small amount of
surrounding tissue, followed by radiation
therapy, as an equally effective alternative
to breast removal in many cases. And the
success rate for treatment is up—not dra-
matically. but up. Nowadays. 76.6% of
breastscancer patients survive five years af-
tcr surgery, and 63% are alive 10 or more
years later. In 1970 the livc-year survival
rate was 68%.

But there is also bad news about breast
cancer. The number of cases continues to
soar. According to the National Cancer In-
stitute (set), the U.S. incidence increased
32% between 1982 and 1987, Only lung can-

One out of every ten
Ameritcan women will

get breast

cancer.

Of those who do,

one out of
of I

cer is rising faster. Cancer is the leading
cause of death for women 35 to 50. and
breast cancer isthe mostcommon malienan-
cy in this age group. All inall, an American
woman has a I-in-10 chance of developing
breast cancer overthe course of her lifetime,
and that risk keeps on rising.

The big question is why. Most experts

d 1 e

Incidence;

ol breast cancer*.
erl00'0007,;
Aliwomenn [T 1

77 79 "81 "83

"85
re.tux Wi tmtiukiiM Ifsrt*ttoifip.

rt.MR.MNUARY 4. |W]

four will

on me uiscasc agree mat part ot the in-
crease can be attributed to earlier dele-
tion of tumors. Some 65% of American
women over 40 have had a mammogram,
up from about 20% in 1979. The wide-
spread use of this tool, a low-dosc X ray of
the breasts, has meant that more women
arc discovering their tumors in the early
stages, before a lump can be felt, in past
decades, prior to the spread of mammog-
raphy, such women might have died of oth-
er causes before their breast cancer was
diagnosed.

Nonetheless, most investigators of the
epidemic believe early detection is only
part of the story. They look at the fact that
breast cancer is far less common in other
parts of the world and conclude, ominous-
ly. that the answer lies in some facet of the
American life-style. "Something in our en-
vironment is contributing.” contends Dr.
Marc t.ippmnn of Georgetown University.

Study alter study has explored the pos-
sibilities. Could it be the birth control pill?
Probably not, since dozens of investigations
into that question have produced a quag-

49



The ouch factor: a good mammogram is uncomfortable

Two out o fthree older womenfail to get checked regtdarfy.

mire of contradictions. How about smok-
ing? Again, there is no clear connection.
Alcohol? Drinking seems to raise the risk
of the disease slightly, but the association is
too weak to account for America's prodi-
gious rate. What about the widespread use
of estrogen therapy following menopause?
Studies show only a mildly elevated risk.
And while food additives and even lack of
sunlight have come under suspicion, there
is little evidence to convict them.

THE FATFACTOR

Instead, many researchers around the
world arc pointing to another component
of the Western way of iife: a diet rich in fat.
Researchers have known for more than 40
years that high-fat diets promote the
growth of mammary tumors in laboratory
animals. They have also observed that the
varying rates of breast cancer in various
countries correlate neatly with the amount
of fat in a nation's diet. The U.S., Britain
and the Netherlands, which liavc some of
the world’s richest diets, also have among
the highest brcast-canccr rates. Mean-
while, in countries such as Japun, Sing.K
i)ore and Romania, where the diet is very
ean, the incidence of breast cancer is one-
sixth to one-halfthe U.S. rate.

On the theory (hut genetic factors
might be responsible for such national
variations, researchers have looked at im-
migrant groups. They have found that
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when Japanese tnovc to the U.S,, or Ital-
ians to Australia, their previously low
brcast-canccr mortality rate rises to match
the higher rate of their adopted country
within a generation or two. as diet and life-
style change. “The results arc too consis-
tent to believe that the association is indi-
rect,” says Maureen Henderson, an
epidemiologist at the Fred Hutchinson
Cancer Research Center in Seattle. When
it comes to the breast cancer-fat connec-
tion. she says tlaily, “I'm sure of it."

Japanese researchers arc also con-
vinced. Breast cancer isone of the fastest-
growing diseases among Japanese women,
with the incidence up 58% between 1975
and 1985. "The largest factor behind the
sharp rise is the Westernization of eating
habits," says Dr. Akira Eboshida, chief
deputy director of the Health and Welfare
Ministry’s Disease Control Division. "We
arc eating more animal fat and less liber;"
Cancerof the breast is not the only ailment
risingwith the larding of the Japanese diet.
Heart disease isalso surging, as iscancer of
the colon, ovaries and prostate. All have
been linked to a high-fat diet. On the other
hand, stomach cancer, historically the most
common cancer in Japan, is falling as the
nation moves away from its traditional diet
of salty, pickled und smoked foods. "If the
current trend continues," predicts Ebo-
shida, "breast cancer will replace stomach
cancer ax the No. 1killer of Japanese wom-
en In the nextcentury."

Acolor-enhanced mammogram shows a while spot of cancer

Thetechnique revealspinpoint tumors undetectable by touch.

Despite such evidence, not everyone
shares the conviction that fat is the villain.
Critics of this theory point out that statisti-
cal correlations arc not the same as prov-
ing cause and clfcct. Many researchers ar-
gue that there arc probably several life-
style factors rather than a single culprit.
"The high rates are not due to one bad
habit, but to our whole way of life." says
Mary-Claite King, a cancer geneticist at
the University of California. Berkeley.

According to Dr. Walter Willett at the
Harvard School of Public Health, overall
calories may play a larger role than fat:
Americans may simply be eating too well.
Willett points out that brcast-canccr rates
tend to be highest in prosperous countries
where people arc well nourished. In such
lands of plenty, girls begin to menstruate at
an earlier age, women tend to have their
children later in life and menopause also
comes later. Late menopause (alter 50),
delayed childbearing (after 30) and early
onset of menstruation (before 12) are all
acknowledged "risk factors" for breast
cancer. For older women, obesity also in-
creases the risk of the disease. King notes
that better education and job opportuni-
ties for women have furthered the trend
toward postponed motherhood and child-
lessness (also a risk factor). "All the things
that cause women to be healthy, well-edu-
cated and have careers put them at risk for

breast cancer." _
Critics of the fat theory also point lo



several studies that seem to refute it, in-
cluding a survey by Willett 0f 90,000 nurses
from 34 to 59. TTrough the diets ranged
from 32% fat content to about 44% (the
U.S. average is 42%), the Harvard re-
searcher could find no correlation between
fat intake and the incidence of breast tu-
mors. One problem with Willett’s study:
many researchers believe that dietary fat
must be more radically reduced, to about
20% of total calories, to affect the occur-
rence of breast cancer.

The proof, of course, is in the pudding,
or in this case, not eating any. Unfortu-
nately, researchers seeking conclu-
sive evidence of the effects ofa very
low-fat diet have had little success
in obtaining funds. One concern is
cost. Another isthat women partic-
ipating in such trials would have
trouble adhering to the drastic regi-
men. which would mean very limit-
ed amounts of meat, dairy products
and oils of any kind.

To show that it can be done,
Henderson in Seattle completed a
three-year pilot study, funded by
the National Institutes of Health, of
2,000 postmenopausal women who
were painstakingly taught how to
follow a 20% fat diet. “We give
them a Ph.D. in fat,” she explains.
Her hope was that the pilot would
lead to nin funding of a 10-year ef-
fort with 24,000 women. No such
luck. A competing proposal for a
similar study that would cost S107
million was on the verge of being fi-
nanced when an nci advisory panel
decided last month to put it on
hold—a crushing disappointment
for many researchers.

THE ESTROGEN
. CONNECTION

If fat docs figure in the develop-

ment of breast cancer, just what

role docs it play? No one in the re-
search community believes that too

many thick shakes and fries can in
themselves cause normal, well-be-

haved cells to mutate into unruly
malignant ones. In fact, no one has the
faintest notion what causes the initial ge-
netic changes to occur. "In lung cancer we
have a reasonable idea that the major
cause iscigarette smoking," says Dr. Philip
Lcder. chairman of Harvard’s department
of genetics. "In skin cancer we understand
that the major cause is ultraviolet light,
which is absorbed by dna and causes it to
break. But with breast cancer we don't
have any idea what the precipitating fac-
tors arc.”

Doctors have long been convinced that
some people arc genetically predisposed to
develop breast cancer. A woman whose
mother or sister had the disease before
menopause has live to six times the usual
risk of developing it. If cither one had the
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Overvieight women ) y /
shaped woren art also more susceptible to heart disease and diabetes.

disease in both breasts, then the woman's
risk is five to 10 times the norm.

Though scientists do not know how
breast cancer begins, they do have some
ideas about how it progresses. The female
hormone estrogen, which is produced in
the ovaries and causes a young girl’s
breasts to develop, also plays an unmistak-
able role in promoting the growth of tumor
cells. Why do childlessness, late meno-
pause, early onset of menstruation and de-
layed childbearing all increase the risk of
breast cancer? One likely explanation is
that all involve a prolonged, uninterrupted

Obese wormea who carry excess weight oi their upper bodies (apple
shaped) are at three times the average risk of? :
possibly because th‘;e\%ohare unusually hl%? levels of certain estrtﬁégls.

are pear shaped have no increased risk.
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presence of high levels of estrogen in the
bloodstream. Doctors have also noticed
that women whose ovaries were removed
before age 40 rarely get breast cancer.

Researchers focusing on the role of fat
in the development of cancer have been
particularly intrigued by the estrogen con-
nection. Biologists have long known that
csirogen is produced n6t only in the ova-
rics but also in fat cells. Obese women have
higher levels of estrogen than thin ones—a
probable factor-in their greater risk-of
breast cancer after menopause.

But it has been only in the past live
years that researchers have found a link be-
tween estrogen levels and fat in the diet.
Women who eut lots of hamburgers, thick
shakes and other fatty foods have higher
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etting breast cancer,

e

overall levels of estrogen and especially

large amounts of the “biologically active”

form. Equally significant, endocrinologist

David Rose of the Naylor Dana Institute in

Valhalla, N.Y., has found that when wom-

en switch to a very low-fat diet (20% of to-

tal calories), their estrogen levels quickly

drop by 20%. Advocates of the dietary-fat

theory regard this observation as a crucial

bit of supporting evidence. Given estro-

gen’s established role in promoting breast

cancer, the fact that fatty foods directly af-

fect estrogen levels means that, as Mau-

reen Henderson puts it, “it’s biologically

rational that fat can influence

cancer.”

Considering all the fuss over

fish oil and polyunsaturates in the

i world of heart disease, one might

wonder if the type of fat consumed

makes any difference. “The data

are very confusing on this,” admits

Rose. Some researchers believe

that certain fats are more villainous

than others with respect to cancer,

but Henderson and others say all
fatshould be reduced. Drastically.

THE MAMMOGRAM
MUDDLE

Until the government decides to
fund a long-term dietary study and
until the work iscompleted, the val-
ue of an ultralow-fat diet in pre-
venting breast cancer will remain
open to question. Forwomen 40 or
older, however, there is one bit of
medical counsel that has almost
unanimous approval: Get a mam-
mogram. Now. And do it regularly.

Consider these facts. By the
time a breast tumor is large enough
to be felt as a lump, it is generally
more than 1cm (0.4 in.) in diameter
and contains several billion cancer
cells, some of which may have bro-
ken loose, circulated through the
bloodstream and begun to infiltrate
other organs. A mammogram can
detect pinpoint tumors that arc less
than 0.5 cm (0.2 in.) across, often
well before the process of metasta-
sis has started. Thisisnot to say thata man-
ual exam by a doctor or the woman herself
is a waste of time. Such exams can some-
times turn up tumors missed by X rays. But
the early-detcction capability of mammog-
raphy clearly saves lives. A 1987 study
found that for women whose tumors were
discovered early by mammograms, the
five-year survival rale was about 82%, as
opposed to 60% for ucontrol group.

And ifthat is not incentive enough, ear-
ly detection through mammography can
sometimes bring another bonus: surgery
that spares the breast. A small, early tumor
can often be removed with a lumpectomy
procedure rather than a mastectomy.

Why, then, aren't American women
running en masse to the mammographcr’s
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An intriguing link with eating habits: a Seattle woman, participating in a study on cancer prevention, prepares aspecial low-fat meal

office? Why do less than a third of women
over 40 have mammograms every one to
two years, as experts recommend? One
reason may be lingering fears about radia-
tion exposure. Nowadays, however, mam-
mography doses arc about one-tenth of
what they were 20 years ago—Iless than one
receives from cosmic rays on an airplane
flight. A more significant factor, says Dr.
Sarah Fox, a ucla professor of family
medicine, is "that physicians aren’t making
the recommendations.” Doctors often feel
that mammograms are unnecessary for
women who arc not in a high-risk category.
"Sometimes they'll say, ‘You've had acou-
ple of children and you've got no family
history, so relax,"” explains Dr. Robert
Smith of the Centers for Disease Control
in Atlanta. Yet three out of four breast-
canccr victims have no known risk factors,
says Smith. No woman over 40 should con-
sider herself safe. And certainly her doctor
should know better.

The cost of mammograms may also dis-
courage women. Insurance frequently fails
to cover the S50 to 5200 procedure. Medi-
care just began paying for it this year. Pub-
lic hospitals do not always offer such
screening, and some state Medicaid pro-
grams have refused to provide reimburse-
ments, which helps explain why breast can-
cer is often diagnosed too late among the
poor. For black women in particular, the
live-ycar survival rate is only 64%, in con-
trast to 77% for white women.

Adding to the confusion on mammog-

raphy is the unfortunate fad that medi-
cine's powerful professional societies can-
not agree on what to recommend. The
American Cancer Society urges a mammo-
gram every one or two ycurs forwomen be-
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tween ages 40 and 49, and annually there-
after. The American College of Physicians
disagrees, claiming that a mammogram is
not “cost-ellectivc" for women under 50,
since only 20% of malignancies occur in
these women.

As if matters were not muddled
enough, a storm has erupted in recent
years over the uneven quality and accuracy
of mammograms around the U.S. “Half
the states do not have a licensing proce-
dure for radiologic technologists. It could
be the office receptionist pushing those
buttons," warns Marie Zinninger, a quali-
ty-control specialist for the American Col-
lege of Radiology. Another problem, ac-
cording to the National Cancer Institute, is
that General Electric, Philips and other
manufacturers have flooded the market
with mammography machines. Many wind
up in the offices of doctors who lack the
proper training in the use and maintenance
of these machines, The College of Radiol-
ogy has responded with a drive, launched
in 1989, to examine and certify mammog-
raphy facilities. It advises patients to
choose a high-volume accredited facility.
Another sign that a mammogram is up to
snulf: the ouch factor. To get a good pic-
ture. the mammography machine must
compress the breast. "If you’re not ut com-
fortable," says uci.a's Fox, "you're proba-
bly getting a bad mammogram."

A POLITICAL SOLUTION?

In recent years a ground swell of brcast-
canccr victims, feminists and legislators,
inspired by (he success of the aids lobby
in bringing attention and funds to that
epidemic, have been pushing for better

TIMCMNUAKY 14.1W

regulation of mammography standards,
for mandatory insurance coverage of
mammograms, and generally for more
research into the still mysterious roots of
breast cancer. They point out that the
U.S. government spends only S77 million
a year investigating ways to prevent the
illness, against S648 billion on heart-dis-
ease prevention. Last week Congress-
woman Mary Rose Oakar of Ohio sought
to redress the shortfall by introducing a
bill that would add S25 million to the nih
budget expressly for basic research on
breast cancer. Meanwhile the National
Women's Health Network, a lobbying
group in Washington, continues to press
for federal funding of studies on the ef-
fects of diet.

But given the demands on the limited
federal research budget, such elforts will
probably fail. Perhaps as unfortunate,
notes Dr. Geotrrey Howe, a leading re-
searcher on cancer and diet at the Uni-
versity of Toronto, is the fact that "politi-
cal pressure is the criterion for deciding
what scientific research needs to be
done.”

For patients, the lack of answers and of
resources to lind them amounts to an till
too literal deadlock. “1am scheduled to die
because | have metastatic breast cancer,”
says Elenorc I'red. founder of the Breast
Cancer Action group in San Francisco.
“I'm part ol the 44,000 women for whom
there is no cure. But | refuse to be written
olf." Pred is devoting her days to lobbying
for more research and better public educa-
tion on the disease. As the mother of two
daughters, she could leave them no health-
ier legacy. —Reported hy J. MailelainANaihl
Chicago and Jama* Willwa’thlLoi Angtlei



The Rough
Road to
Recovery

Optionsfor therapy
have multiplied, but
making the rightchoices
can bedauntingfor both
doctorsandpatients

By CLAUDIAWALLIS

m Eft'S Colleen Fallscheer, a cheerful
W ijv J 40-year-old motherof two from
m TSMj Waterford, Mich., is living
HR3S3S proof that brcast-cancer thera-
py is not the honor show it used to be. A
little over a year ago, a mammogram re-
vealed a bright malignant spot, no more
than 1S cm (about 0.6 in.) across, imbed-
ded in the translucent tissue of her left
breast. A surgeon recommended a mastec-
tomy, to be followed by chemotherapy.
Fallscheer was appalled. She sought a sec-
ond opinion from David August, a surgical
oncologist at the University of Michigan
Medical Center, who told her that her tiny
malignancy made her an ideal candidate
foralumpectomy, a less drastic procedure.

Last November, in a two-hour opera-
tion, Dr. August’s team removed the can-
cer plus a margin of sunounding tissue,
leaving Fallscheer with a 5-cm (about 2-
in.) scar in an otherwise normal-looking
breast. To catch any residual cancer cells,
she received six weeks of daily radiation
therapy, which produced a light suntan but
left no permanent trace. “A lumpectomy
plus radiation docs not cure more women
than mastectomy,” says radiation oncolo-
gist Allen Lichter of the University of
Michigan, “but it creates fewer physical
and emotional scars." Fallscheer concurs:
"It was only after | saw Dr. August that |
felt lwasn’t going to die afterall.”

Ten years ago, lumpectomy would not
have been an option for Fallschcer. Since
then, studies have shown that when a tu-
mor is small, confined to a single area and
readily accessible to.the surgeon’s scalpel,
lump removal plus radiation is no less ef-
fective than removing the entire breast,
Hut as Full cheer's experience shows, not
every surgeon isconvinced. Nor does every
eligible patient choose the lesser opera-
tion. Though about 50% of brcast-canccr
patients arc candidates for lumpectomy,
only about half of those elect it. Many, in-

| eluding Nancy Reagan, feel safer if the en-
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Tlw "caterpillar stage™: Crossley, who received high-dose chemotherapy, gets a checkup

tire breast is removed. “For most women,
whether or not they lose their pectorals is
not the issue," explains University of Chi-
cago surgeon Monica Morrow. “It’swheth-
erornot they lose their lives."

Choice of surgery is only the first of
many decisions faced by patients and doc-
tors. None arc simple, and women some-
times get the impression that there arc as
many variations in therapy as there arc
doctors. The key question following sur-
gery, however, is whether the cancer has
spread. It is not localized disease in the
breast that kills more than 40,000 U.S.
women a year, but the dissemination of the
cancer to other, more vital organs, usually
the brain, the bones, the liveror lungs.

T 0 determine if the deadly process of
metastasis has begun, surgeons per-
forming mastectomies and lump-

ectomies routinely remove 10 to 25 lymph

nodes from under the arm near the affect-
ed breast and examine these glandular
structures for signs*of cancer. A woman

with "positive" nodes has a 37% to 75%

chance of a cancer relapse within five

years, depending on the number of affect-
ed nodesand the size of the original tumor.

In such cases, chemotherapy or hormone

therapy will be urged.

The kind of drug treatment depends on
many things, including a woman’s age and
the biology ofher tumors. The canccreclls of
postmenopausal patients often require the
hormone estrogen in order to grow. If lab
tests show the presence of estrogen recep-
tors ina tumor (a sign of agood prognosis),
therapy with tamoxifen, an estrogen-block-
ing drug, isusuallyrccommendcd.lt reduces
the risk of disease recuncncc by approxi-
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mately 20%, with relatively mild side effects.

Younger women and those who have
no estrogen receptors usually receive com-
binations of two to five chemotherapy
agents, such as Cytoxan and methotrexate,
overa period of four months to a year. Be-
cause these drugs target rapidly dividing
cells, they not only destroy cancer cells but
also cells in the hair follicles, the lining of
the digestive tract and the bone marrow.
That produces the dreaded side effects of
chcmo: hair loss, nausea and a decline in
infection-fighting white blood cells. Pre-
mature menopause can be another conse-
quence. Even this harsh treatment pro-
vides no guarantee of a cure, though in
certain groups of patients, it can increase
survival rates as much as 40%.

Today, thanks to the widespread use of
mammograms, breast tumors arc being
discovered earlier, before the cancer has
spread. Now 60% of patients arc "node
negative," up from 50% 10 years ago. In-
creasingly, cancers arc being found at a
very early, localized stage, known as “in
situ carcinoma" (cancer in place).

While early detection vastly improves
the chances of a cure, it also raises ques-
tions for doctors. No one is certain how
much treatment is right for in situ carcino-
ma. Nor is it easy to determine therapy for
patients whose cancer has begun to spread
but has not yet affected the lymph nodes.
Experience hus shown that up to 30% of
these node-negative women will develop a
recurrence. The question; Which 30%?

Frequently, doctors use a variety of fac-
tors to determine which patients arc at
highest risk. One major consideration: tu-
mor size. "One centimeter [0.4 in.J is con-
sidered the major turning point," says Dr.
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Larry Norton at Memorial Sloan-Kettcr-
ing in New York City. “Over 1cm, and |
lean very strongly toward additional treat-
ment.” A close look at the tumor cells will
provide other clues, says Dr. William
McGuire, chief of medical oncology :.t the
University of Texas Health Science Center
at San Antonio. Misshapen cell nuclei, ab-
normal amounts of ana Or an accelerated
rate of cell division are all bad signs, sug-
gesting a need for chemotherapy or tamox-
ifen. Newer tests include examining tumor
cells for extra copies of cancer-causing
genes or excess amounts of an en.ymc
called Caplhepsin D, which seems to play a
role in metastasis. Says McGuire: “Today
we know that if you have a low score on all
these markers, your chance of recurrence
is less than 10%. If you score high, your
chance isgreater than 50%.”

To have the cancer return even after the
trauma of surgery and the misery of chemo-
therapy is the nightmare of every patient.
When this happens, the outlook isgrim. But
in recent years doctors have been experi-

ibreast to cancer. Butwhen she awoke from mastectomy,
ArjVsurgery at New York City"s Columbia-Presbytcrian Medical
Center and gazed down ather chest, nothing appeared tobe .
.#m missing. Beebe, an 1 BM employee from Point Pleasant,NJ.,
j~"i1ad chosen to have a reconstruction of her breast immcdi-
In a single operation, plastic "V

ately following the mastectomy.

I"<m¥urgeons shaped a new breast from Beebe 3own abdominal

menting with a controversial treatment for
advanced and recurring breast cancer that
involves massive doses of chemotherapy
and a bonc-marrow transplant. Annette
Crosslcy, 45, of Glendora, Calif., ishoping it
will save her life. Crosslcy sulfcred a can-
cer relapse just a few months after com-
pleting a course of treatment that included
a mastectomy, chemotherapy and radia-
tion. Given slim odds of survival, she chose
to try the new treatment at the University
of Chicago Medical Center. Over a five-
day period, she received intravenous che-
motherapy in four to seven times the usual
doses. Because such treatment destroys
the bone marrow, healthy manow was ex-
tracted from Crossley’s pelvic bone before
she hegan the toxic therapy. After the ses-
sions and some rest, the marrow was re-in-
jected into her body.

Such high-dosc therapy is perilous. Un-
til the transplanted marrow replenishes the
patient’s supply of white blood cells, she is
highly vulnerable to infection. Jacob Bi-
tran, Crossley’s oncologist, believes that

the procedure isworth the risk. He and his
associates have treated 67 advanced
brcast-canccr patients in this manner over
the past four years. Though 11 have died of
complications, mostly infections, 16 are in
complete remission, seemingly disease
free. “That means 1in every 4 is a long-
term survivor,” he says. Others arc not per-
suaded. "1 am not convinced that we have
the benefits to justify the toxicity,” says
Harvard oncologist 1. Craig Henderson,
noting that, regardless of treatment, 10%
of women with advanced, metastatic dis-
ease will be alive after 10 years. Such
doubts have led many insurance compa-
nies to refuse to pay for the procedure,
which typically costs about s120.000.

For Annette Crosslcy. cost is not the
main concern. Slowly regaining strength,
with little hair left on her head, she re-
mains a picture of hope. “This is the cater-
pillar stage,” she says, grinning gamely,
“the ugly stage before the butterfly comes
out.” —Reported by J- Madete'tno Nash]
Ann Arbor

and bought anew two-piecc swimsuilL “tosingyour breasts iS

. er looked better.””

a terrible experience,”
have the same phantom feelingsaswhen you losea limb.”The l.
implants, she says, have restored her spirit along with her fig-

7- arc. “1wearmore revealing clothing than before, and |1 Ve nev-.:

“she says. “You mourn the loss. You'—V.i_i

N
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Silicone implants are notwithout drawbacks. Because they i
sit high on the chest and arc compactly curved, the implants

tissue, moving it into place minutes after the general sur- {most closely reproduce the look of a young woman*s breast

geons had removed the diseased breast. The technique

j-;- spares the patient the anguish of
amputation. “Our basicphilosophy
f is that you don T leave the hospital
= without a breast,””explains Plastic
and Reconstructive Surgery chair-
<« "raan Norman Hugo, who pcr-
<<formed the operation. vV -
i= : Rebuilding the breast after mas-
v tcctomy has become increasingly
> popular in recent years: more than
34,000 U.S. women chose some
W orm of reconstruction in 1988, up
71% from 1981, according to the
} American Society of Plasticand Re -
constructive Surgeons. Younger pa-
tients arc particularly drawn to the
procedure, though Hugo has rccon-

slructed breasts forwomen of all ages and types,

nun.

The majority of reconstructions arc done with implants,
small bags thatarc inserted under the muscle of the chestwall
and filledwith either silicone gel or saline solution. The infla-
tion must be done gradually over a period of weeks to allow
time for the muscle and skin to stretch, a process that can
cause discomfortand sometimes leud to infections.

Linda Lehman, 43, amother of two from Newvillc, Pa., re-
ceived two siliconc.implants Inst February, three months after
undergoing double mastectomies. That summer she went out

IYaalMy/

XS I

Breast, left, rebuilt with abdominal tissue
-

Y ofern il em -

including a

and can be a poor match for an older pati nt They can ai!so v

i

makeé ‘the-breast ¥eel hard, interfere '*
with mammography and, on occa- <I?
sion, rupture, causing inflammation V_;
ifsiliconchasbcenused.Tbhisspring, ='£
as a result of pressure from patient-
advocacy groups and nbers Ol1£
Congress, the fda w"  Zuire im-Vc
plant manufacturer provide. "-V
proof of the safety of products, Vfi;~
Still, many surgeons say the risks
have been exaggerated.

Reconstruction using a flap of
abdominal tissue, as Beebe had, *
avoids most of the implant problems =»
but isa farmore complex operation, ®.*
lasting upwards of six hours and re-;L
quiring a longer recovery period.

Tlic plastic surgeon must cane a large, almond-shapc swath V "

* from the belly, about 16 cm by 30 cm (6 in. by 12 in.), carefully i

Ue. . o <:

“qt feels natural and moves naturally,llshe says.
feel like 1 Ve losta breast. It3just a littledifferent now, u

liftingup the skin, fat and an underlying muscle, without scv- y*
cring the artery that supplies the tissue. The flap is then fash-
ioned intoanew breust. A new nipple can be created later by
twisting the tissue and tattooing on an areola. For Beebe, .t

there was abdominal pain at first and cramping of the telo- '(*;
catcd muscle that continued for several weeks following her . -
surgery. But she has no douht that she mude Ihe right choice. I'|%

| don't even vt
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Tantalizing
Cluesto a

Lethal Legacy

Research into the genetic
factorsisraisinghopes of
betterscreeningand. treatment

ByJMADELEINENASH CHICAGO

To most women, the notion of

undergoing a mastectomy in or-

der to breast cancer

smacks ofwild paranoia. But for
Maria Burkhardt of Covington, La., the un-
thinkable slowly became Ihe inevitable.
TWenty years ago, an auntwas stricken with
the disease. Her mother died from it a dec-
ade later. In 1986 Maria’s younger sister Jo
Ann began fighting for her life. Next herold-
ersin.: Rose developed an aggressive tu-
mor. Maria consulted a doctor and was told
she was “a ticking time bomb." Ominously,
her tissues were judged too dense for mam-
mograms to scan reliably.

So lastsummer, at 47, Maria decided to
have both breasts removed. Her own
graceful curves were replaced with silicone
implants that harbored no trace of her
family's lethal legacy. A short time later,
Maria received a report thatvindicated her
decision. A postoperative examination of
her breast tissue had found prccancerous
lesions. "l just broke down and cried," she
recalls. “I'd done this knowing | might nev-
er know if I'd made the rightchoice.”

Families like Maria Burkhardt’s are rare,
accounting for a tiny fraction of breast-can-
cercascs. Butthe malevolent genes they pass
down through the generationsarc beginning
to yield important clues to all breast malig-
nancies. "Cancer,” declares celebrated mo-
lecular biologist James D. Watson, "is a dis-
ease of the dna, the master molecule that
encodes the genetic blueprint forevery living
cell. Tumors develop as the result of re-
arrangements in dna, specifically in the
genes that govern cell growth.

In most cases, the changes that lead to
breast cancer begin accumulatingaftcrbirth,
perhaps triggered by some set of environ-
mental stresses, whether random cosmic
rays or a dietary factor. Some women, how-
ever, start out with the genetic deck stacked
against them. Like Burkhardtand hcrsisters,
they stand a greater risk ofdeveloping breast
cancer, in both breasts and at an earlier age,
than other women.

Recent months have brought a series of
discoveries about the genetic mutations in-
volved in breast cancer. “Information is ac-
cumulating at an astounding rate," says Uni-
versity of Utah geneticist Mark Skolnick.

Medicine

A ticking time bomb”: after hersisters Jo Ann, left, and Rose, right, wero stricken with
aggressive breasttumors, Maria Burkhardt opted for preventive mastectomies. "Half the
people Italked to said I'd be crazy, but It's notworth waiting for cancer.”

Changes in at least two types of genes play a
role: those that direct ceils to grow and di-
vide; and those that issue commands to halt
growth. Much ofthe research has focused on
a growth-enhancing gene on chromosome
17, often referred to as the HER-2Tiei< onco-
gene. Anestimated 30% ofbreast-cancer pa-
tients have somehow acquired abnormal
quantitiesofthis gene—asmany as50,asop-
posed to the normal two.

T he extra copies are a bad omen. Pa-
tients that have them sulfer three times
the rate of cancer recurrence of other pa-
tients. saysuc1a oncologist Dr. Dennis Sla-
mon. Such patients, he says, should "abso-
lutely” get further treatment. But one
genetic abnormality is not enough to trans-
form healthy, law-abiding breast cells into
anarchic tumors. "The genes responsible
for this disease arc like pieces of a patch-
work quilt," says geneticist Mary-Claire
King of the University of California, Berke-
ley. Tire patchwork pattern may vary from
one woman to the next, but each case prob-
ably involves five or six separate mutations
occurring over a period ofyears.
Researchers ut the Cancer Institute in
Tokyo have implicated five genes on tour
dilfcrent chromosomes. Dr. Yusuke Naka-
mura speculates (hat the loss of a growth-
suppressing gene on chromosome 17 may
be one of the earliest changes on the road
to malignancy. Other groups have also
pointed to sites on chromosome 17. Last
November a team led by scientists at Mas-
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sachusetts General Hospital Cancer Cen-
ter identified one such gene as the likely
cause of Li-Fraumeni syndrome, a rare
genetic disorder that increases susceptibil-
ity to breast cancer and other malignan-
cies. Since then, King and her colleagues
at Berkeley have identified another seg-
ment of chromosome 17 that is associated
with familial breast cancer. Other re-
searchers, including a group in Strasbourg, .
France, arc unraveling the genetics behind
the deadly process of metastasis.

The flood of insights into the genetics of
breast cancer will ultimately provide physi-
cians with more clTcctive weapons. This
year Dr. Slanion and his colleagues hope to
begin clinical trials of a genetically engi-
neered antibody that locks onto the protein
made by the HEI-2/mem oncogene, interfer-
ing with its function. This antibody has al-
ready been shown to inhibit tumor growth
in mice.

Researchers like Berkeley's King dream |
of diagnostic tools powerful enough to i
identify abnormal genes in breast cells long
before they become fully cancerous. Such
tools could begin to lift the burden of uncer-
tainty from women who, like Maria Burk-
hardt.comc from cancer-prone families and
wonder ifthey carry the dreaded trait. Some-
day, if King has her way, tests for breast-
canccrgencscould become ascommonplace
as Pap smears. And then, she says optimisti-

cally, "no one need die o_fvﬁrFast Cﬂrﬁﬁe))r/
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Screening Mammography:

Increasing the Effort

toward Breast Cancer Detection

ABSTRACT
Mammo_?ra hy is the org%/ modality with the R_otennal for detecting a breast
cancer while it is non-palpable and at'a stage ofhigh curablll(ry. Early detection
ofbreast canceris important because survival isdirgctly related totumor sizeand
lymph node status, and prognosis is best for small lesions without axillary node
Mmetastasis. Many studies have, indicated that screening mammography s tre-
mendously underused. Thisarticle focuses on the effectiveness ofmammagraphy
and the importance of detecting a breast cancer at an earlgst e. Health care
providers have a responsibility to inform their clients about the bengfits of
mammography. In addition, women need to be taught breast self-examination
and uncergo reqular clinical breast examinations by a health care professional.
The American Cancer Society guidelines for screening breast cancer are given.

Deborah A. Haxnwi, R.N., N.P_, M_S.N.

The high incidence of breast cancer among
women in the United States has made early diagno-
sis the focus of screening efforts. It is estimated that
in 1990 a total of 150,000 women will be diagnosed
with breast cancer, and approximately 44,000 will
die of this disease.1Many advances have been made
in early detection and especially in screening
mammography, which has been shown to be effective
in detecting breast cancer at preclinical stages. How-
ever, more than 90 percent ofbreast cancers are first
detected by women themselves.2The size of breast
cancers detected by this method averages about 2.5
centimeters (approximately one inch), and approxi-
mately 50 percent of the women have lymph node
involvement at the time of discpvery.3

Early detection of breast cancer is important
because survival is directly, related to tumor size and
lymph node status, and prognosis is best for small
lesions without axillary node metastasis. Small, non-
palpable (preclinical) cancers found i>y screening
mammography have a 10-year survival rate of 95
percent and can thus have a major impact.21When
nodes arc involved, the survival rate drops to 53
percent or less. Presently, the mojmity of breast
cancers are detected at this stage.3

In February 1990 a study sponsored by the

National Cancer Institute and the Jacobs Institute of
Women’'s Health was done to determine whether
expanded media coverage, national and Inrnl infor-
mation efforts and screening programs had increased
the use of mammography. The survey of 980 women
age 40 and older showed that 64 percent had had at
least one mammogram, up from 37 percent in 1987.
The study also indicated that only 31 percent of the
women were following mammography guidelines
established by the National Cancer Institute, the
American Cancer Society and 11 other medical orga-
nizations. Nearly three-fourths of the women 40
years of age or older who had had a mammogram
reported that they did so because their doctors rec-
ommended it — a finding that was consistent across
age, race, income and education categories. Forty-
five percent of the women who had never had a
mammogram reported that their physicians did not
tell them to do so. These women were also more likely
to be uncomfortable in asking their physicians for a
mammogram if their physicians did not mention it
first. It is estimated that breast cancer death rates
could be decreased by 30 percent if women received
mammograms at recommended intervals.4

The American Cancer Society (ACS) recom-
mends a baseline mammogram for all women be-
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tween the ages of 35 and 39,
mammograms everyone totwo years
for women who are” 40 to 49 (de-
pending on risk factors), and
mammograms every year for all
women age 50 and over.4 In addi-
tion, the ACS recommends the
practices ofbreast self-examination
and regular clinical examinations
(see Table 1, p. SI).67

Screening mammography
Emd clinical breast examination can
contribute much to early detection
and overall reduction in breast
cancer morbidity and mortality.
Health care professionalscan playa
vital role in thoroughly evaluating
their clients and making appropri-
ate referrals. In addition, health
care professionals can instruct their
patients in breast self-examination,
which can help them detect abnor-
malities in between mammo -
graphies and regular clinical ex-
aminations.

Biology of Breast Cancer

Meslical understanEling of the
biologyofbreastcancerhas changed
over time. The spread ofcancerwas
once believed to occur in an orderly
progression from the breast to the
axillary nodes and then to distant
sites via the lymphatics. However,
treatment often failed; systemic
diseaseappeared andmany patients
died afterwhat had appeared to be
“Successful" local treatment.

The currently held concept is
that blood-borne metastases occur
early in the majority of patients
with breastcancer, and that success
in treatment of breast cancer re-
quires successful systemic control
in addition to local control. There is
also thought to be a relatively long
preclinical phase, probably lasting
approximately two to three years,
during which time a cancer can be
detected only by mammography. At
this stage, the likelihood of nodal
and distant metastasis is low, and
screening mammography can have
its greatest impact.48

Mammography

Mammography— or soft tissue
roentgenography of the breast —=
has been available since the first
halfofthe 20th century. However, its
use inclinicalmedicine didnotbecorne
widespread until two decades ago.9,0

Mammography now hus two
main diagnostic uses: first, toscreen

essentially healthy asymptomatic
women; and second, toevaluate the
breast tissue ofwomen with symp-
toms such as breast lumps, nipple
discharge or mastalgia.9

Many studies have demon-
strated the efficacy of mam -
mography in early detection of
breast cancer. The Health Insur-
ance Plan ofGreaterNew York con-
ducted a study between 1963 and
1970 involving 30,000 women who
underwent screening mammog -
raphy, history and physical exami-
nations. The study demonstrated a
33-percent reduction in breast can-
cer mortality among all screened
women and a 4° percent reduction
inmortality inwomen over age 50.

The Breast Cancer Detection
Demonstration Projectwas amuch
larger study involving 280,000
women and sponsored by the
American Cancer Society and Na -
tional Cancer Institute. "Hiewomen
underwent history, physical exami -
nationsand mammographies. Forty-
two percentofthe cancers tiiscovered
were detected by mammography
alone. In adslition, mammography
appeared to have been effective not
only in women older than age 50,
but also inwomen ages 40 to49. In
the latter group, mammography
alone detected 35 percent of can-
cers, and mammography combined
with physical examination detected
50 percent of the cancers.

More recently, screening stud-
ies from the Netherlands and Swe -
den have further documented the
importance ofmEunmography. Inthe
Swedish report, 163,000 women
underwent a single-view screening
mammography every two to three
years. The seven-year study dem-
onstrated a 31-percent reduction in
breast cancer mortality and a 25-
percent reduction in the number of
advanced breast cancers. 81112

Radiation Risk

A concernofmany isthe radia-
tion risk associated with
mammography. L\ 1976, there was
intense debate about whether
mammography, which uses X rays,
might in itselfproduce breast can-
cer. Although not a likely cause o.”
breast cancer, radiation exposure
will substantially increase a
woman®s risk aftor a 10- to 20-yoe.r
latency period. This conclusion i>
based on observations of women
exposed to relatively high doses of



radiation, such as in the Hiroshima
and Nagasaki atomic bomb blasts,

multiple fluroscopies for the treat—

ment of tuberculosis, and X-ray
treatment forpostpartummastitis.i3

However, there appears to be
very little increased risk towomen
exposed to radiation after the age of
40 - the age when mammography
is most indicated. The prepubes-

cent breast is sensitive to the carci—

nogenic effect of radiation, and the
breast may become gradually less
sensitive to the effects of radiation
during adolescence. There are no
epidemiologic data demonstrating
that routine use of mammography
— even repeated mammograms at
yearly intervals —
atedwith an increasedriskofbreast
cancer. In addition, the radiation
doses currently used for screening

mammography have been signifi—

cantly reduced from earlier doses to
the range of 0.2 rad per breast per
examination. Women need to be
educated that the dose of radiation
from a mammogram is negligible
and should not deter them from
receiving regular mammograms. 13

Historically, radiation risk es—>,
timates have been taken from stud—

iesofwomen exposed to relatively
high doses of radiation such as
atomic bomb survivors, patients

exposed to multiple fluoroscopic ex—

aminations and women treated for
postpartum mastitis. These groups

received more than 50 rad ofradia—

tion and did have an increased in-
cidance ofbreast cancer. The age at

irradiation was identified asama —
jordeterminant of risk. Women ir—

radiated when younger than 20

“—r'3.; :*TABLE1
*American Cancer Society

I''.v Recommendations
for Asymptomatic Women

Women 40 years ofage or less: j '
* Breast self-examination every month.
« "Clinical breast ixaminatlon at least
11 every three years. o> vy [ t
* Baseline mammogram between the
* ages of 35 and 39.

Women between 40 Jnd 49 yean of age:
'« Breast self-examination every monlh.

« Clinical breast examination annually. “
,* Mammogram every one ire two years,

depending on risk factors.

0% e eee_

Women age 50 and over: ~/5/

e Breast self-examin.vion c/orymc.uh. e
« Clinical breast examination annually.

e Mammogram annually.

IS ever associ—

years oldhad a higher risk ofradia—
tion induced breast cancer. 242

It is not known whether very
low doses ofradiation, such as those
used in current mammographic
techniques (0. 1 to 0. 8 rad), can

Nearly three:fou

Radiologist and Technologist

Competently performing the
examination and recognizing the
subtle signs of early breast cancer
require that the radiologist and

rths of the women 40 1*

of age dr"older who had had -

m?:V23Ni;mammogram

because their doctors recommended

reported that they did so

it—

a finding that was consistent across age, °

IR

cause breast cancer. The risk, ifit
does exist, is so small that it has
never been observed but only in—
ferred from the greater incidence of
breast cancer seen in women ex—
posed to doses of greater than 50
rad.24043

Currently, mammograms are
most often produced by a screen-
film technique. The average glan—
dular radiation dose for a two view
examination is0.1 t00.2 rad. There
has beenconsiderable improvement
over earlier techniques including a
significant reduction in radiation
dose and considerable improvement
in diagnostic image quality.109213

Compression

Adequate compression is an
essential factor in reducing the
scatter of the X-ray beam, produc—
tionofamore uniformdensityofthe
breast, and preservation of image
clarity by prevention ofmovement.
In addition, compression can reduce
the radiation dose, since a lesser
thickness of breast tissue needs to
be penetrated. When the breast tis—
sue is compressed, suspicious le—
sions are more easily identified. I*t*
The importance of adequate com—
pression should be explained to the
patient prior to a mammogram So
thatshe isbetterable totolerate the
minimal discomfort associatedwith
each exposure. Occasionally,women
will experience pain. They should
be instructed to communicate dis—
comfort immediately to the tech—
nologist. In order to reduce chances
ofdiscomfort, mammography should
be obtained followingthe menstrual
period when the breasts aro least
likely to be tender.41241*
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race, income and education categories* -

technologist be qualified and expe —
rienced with mammography. The
technologist is responsible for posi—
tioning the patient properly so that
as much of the breast as possible
appears on the filmand so that the
breast is compressed to as thin a
layer as possible. In a population of
healthywomen age 40 to 74, only 2
percent ofthewomen have a patho—
logical lesion. The radiologist inter—
preting screening mammograms
must be familiarwith thewide range
ofmammograpnic appearances that
are present innormal breasts. 121415

Cost of Mammography

In 1986, the American Cancer
Society sponsored a community-
wide low-cost mammographic
screening project. The goal of the
ACS campaign was to encourage a
long-"rm rurlnreHnn in tho COSt Of
mammographic screening and in—
crease public and physician aware —
ness of the value ofmammographic
screening. The project provided
mammographic examinations at a
cost of $50 each for 18,264
asymptomaticwomen ages 35years
and over.4

The mean fee for a screening
mammography in 1988 was $111;
however, this fee can vary contin—
gent on facilities” volumes and sub—
sidies. Women have reported the
high cost of mammography as one
reason for not wundergoing
mammograms at recommended in—
tervals. This can have a major im—
pactonwomen inlowsocioeconomic
groups who are unable to pay out-
of-pocket expenses. In tho past,
many insurance companies did not
authorize payment for routine
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screeningpurposes. However, insurance coverage for
screening mammograms is increasing. As of July
1990, 29 states require insurance companies to pro—
vide some level ofcoverage formammography. With
the coverage provided by insurance companies and
the expected increase in procedural volume, compe-

available and easily accessible to all women. More
programs that promote the benefits of early breast
cancer detection are needed. The American Cancer
Society has made a substantial impact in educating
and stimulating interest among women about this
procedure.

In a population of healthy women age 40 to 74, only 2

percent ofthe women have a pathological lesion. The

radiologist interpreting screening mammograms must

be fam iiiar with the wide range of mammographic

appearances that are present in normal breasts.

tition for patients will hopefully result in lower fees.
The availability of low-cost screening forwomen re—
quires the involvement and cooperation of screening
centers, health care professionals and third-party
payers.17,1®l7

Limitations and Recommendations

Mammography is the only modality with the
potential for detecting a breast cancer while itisnon-
palpable and at a stage ofhigh curability. However,
large screening projects have found that 15 to 20
percentofcancersarenotdetectableonmammograms.
Itisknown thatmammography ismost limited inthe
dense breastand istherefore oflittlediagnosticvalue
inwomen under age 35. Itshould be emphasized that
neither palpation nor mammography are 100-per—
cent accurate. Therefore, a patientwith a suspicious
lesion found on clinical examination and a negative
mammogram requires further work-up.2

American College of Radiology Accreditation

Two years ago, the American College ofRadi —
ology (ACR) began a voluntary mammography-ac-
crcditcd program to provide quality assurance to
consumers through comprehensive assessment of
mammog-raphy units and facilities. So far, the ACR
has accredited more than 770 mammography units
in the United States, and 1,500 more units have
applied for accreditation. ACR accreditation ensures
that a facilityhas been evaluated by peer radiologists
forequipment quality, staffqualifications, quality of
the image and the amount of patient exposure to
radiation. «“TheAmerican Cancer Society officeshave
lists of accredited facilities in their areas.

Conclusion

Motivation ofwomen toaccept the procedure
ofmammography isan important factor insuccessful
screening. Use of mammography must continue to
increase, and women must return for repeat
mammograms atrecommended intervals. Efforts in
this direction must be ongoing and persistent. Spe —
cial efforts are needed to ensure that older women
and women in lower socioeconomic groups receive
mammograms. Screening centers must be readily
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Breast cancer isa disease that threatens both
femininity and lifeitself. There must be an increased
awarehccs among women and health care profes—
sionals thatwill facilitateearly detectionand diagno—
sis. Vital to this prdcessare mammography to detect
small, non-palpable cancers, breastself-examination
and clinical breast examinations by a health care
professional .XRApplication of these guidelines will
resultinearlydiagnosisand thesavingofmany lives.
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STATE HEALTH
INSURANCE

ISSUES

ISSUE: STATE MANDATED BENEFITS

(as ofMarch 1990)

BACKGROUND: OQver the years, the list of slate mandated benefits and providers has grown dramatically.
In all, there about 80C different state mandated benefit laws nau‘onwide. ranging from
such disparate services asacupuncture and Chinese medicine, pastoral counseling,
chiropractic and podiatry, to a variety of mental health benefits.

While the merits ofany particular benefit or provider group can be vigorously defended
by its proponents, the cumulative effectisa hodgepodge of state laws that increase the
cost of health insurance, particularly to small employers who arc most in need of relief
from the high cost of health care.

One negative effect of the myriad mandated benefit laws that increases the cost of
coverage is that mullistatc insurers must monitor and comply with many different state
laws. They arc precluded from developing lower-cost prototype plans which they can
market across state lines.

More importantly, many of these benefits are cxpcasivc in their own right. Substance
abuse treatment, coverage for psychiatric hospitals and psychologists’ visits substantially
increase the costofboth individual 3nd group coverage. With few exceptions, mandates
raise the price of insurance coverage.

Taken together, the mandated benefits in some states provide a compieheasivc benefit
package that many small employers simply cannot afford. Studies indicate that
approximately 16 percent ofsmall businesses that do not offer health benefits to their
employees would offer them in a less heavily mandated setting. This creates a serious
problem for the health insurance industry, which is trying lo develop lower cost health
plans for small employers in its efforts to increase coverage to the 31 million Americans
without health insurance, many of whom arc full-time workers or their dependents and
employed by small firms.

furthermore, state mandated Ixmcfil laws do not apply equally to all health plans. The
Employee Retirement Income Security Act of 1974 (F.RISA) exempts self-insured plans
from stale mandated benefit laws. Thus, mandated benefits have encouraged firms to self-
insure and thereby escape stale oversight from mandated benefits, reserve and financial
solvency requirements and premium taxes.

In general, only large employers can afford to sclf-iasurc, which not only allows multi-
state employers to save administrative costs, italso allows them to pick and choose the
benefits that are most desirable and cost-effective for theiremployees. Employers too
small to self-insure, however, do not have this flexibility, thus making it less likely that
they will offer health insurance at all. In 1984, 37 percent of all workers and their families
were covered by self-insured plans. 'Ibis places the burden of mandated benefits on small
employers.

Health Insurance Association of America
1023 Connecticut Avenue N.W., Washington. DC 20036 <202-223-77K0 1 ) FAX 2022237897



STATE HEALTH

INSURANCE

ISSUES

ISSUE: ACQUIRED IMMUNE DEFICIENCY SYNDROME

BACKGROUND:

(as ofMarch 1990)

The first case of AIDS in the United Stales was diagnosed in 1980. As ofspring 1989,
88,000 cases have been reported to the Centers for Disease Control, which estimates that
by the year 1992, 365,000 Americans will have died of AIDS or progressed to the later
stages of the disease.

Despite intense biomedical research efforts, there remains no cure, nor is an effective vac-
cine likely to be developed in the immediate future. Health officials estimate that between
Imillionand 1.5 million Americans are infected with the human immunodeficiency virus
(HIV). Available data support the view that, absent any effective therapy, virtually all
those infected with HIV will eventually progress to AIDS or severe HIV illness.

The human and financial costs of this tragic epidemic have been staggering, with many
young adults being suickcn during their most active and productive years. Loss ofwages
resulting from illness and disability and loss of future earnings as a result of premature
death are estimated at $7 billion in 1986 An ongoing survey of AIDS-related life and

health insurance claims by HIAA-ACLJ member companies documents these losses, report-
ing an estimated $263 million in life insurance death claims in 1987.

Medical care costs for AIDS patients are estimated at $3 billion in 1988, and health
insurers have borne asignificant portion of this cost. Although 1988 data are not yet avail-
able, the HIAA-ACLJ survey showed that member companies paid $35.9 million in
individual claims and $188 million in group claims in 1987, the latter representing more
than twice the amount paid during the previous year.

The costofAIDS percase has decreased over u'mc, primarily due to the developmentof
alternative outpatient treatments. Health insurers have responded quickly to these innova-
tive approaches, and companies continue to develop methods, through case management
programs, that provide appropriate and humane care to AIDS patients while at the same
time realizing tremendous cost savings. Home care, a major component of case manage-
ment, can result in savings 0r$3,000 to $15,000 per month and allows AIDS patients more
independence.

Because there isno AIDS vaccine, effective treatment or cure, and because of the high
morbidity and moitality associated with HIV infection, people with AIDS and HIV
infection represent medical risks that must be considered uninsurablc. For most of the 90
percentofthe insured population who receive insurance through the work place,
evidence of individual health status is not required However, for those currently unin-
sured who seek to obtain Individual or small group coverage, health status must e tested
to determine insurability. Evidence of HIV infection Oikc heart disease, diabetes and can-
cer, forexample) would necessarily require some initial restrictions on coverage, or pos-
sibly exclusion from coverage. The 111V antibody test, now regarded as a reliable
indicator of viral infection, is an essential tool available to iasurcrs to determine medical
insurability.

Health Insurance Association of America
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ISSUES

ISSUE: HEALTH MAINTENANCE ORGANIZATIONS

BACKGROUND:

HIAA POSITIONS

(asofMarch 1990)

Inslightly mom than a decade, health maintenance organizations (1IMOs) have become a
well-established force in most major American metropolitan areas. Today, [IMOs serve
approximately 13percent ofthe U.S. population and provide effective com petition for
traditional fcc-for-service plans.

Along with consumer acceptance of HMOs have come sophisticated oversight procedures
by state authorities. Consumers in all states are covered by awell-developed framework
of laws and regulations.

Increasing HM O enrollments, coupled with a few major insolvencies and a competitive
climate, have stimulated many state regulators lo consider additional HM O solvency
requirements. At least five states have enacted legislation that includes HMOs in a guaran-
ty fund.

In 1987, the HIAA's Government Relations Committee established a task force to study
HMO issues. The first assignment was to study the problem ofsolvency.

The National Association of Insurance Commissioners (NAIC) and the National Associa-
tion of Health Maintenance Organization Regulators recently completed an examination
ofexisting HMO requirements. In December 1988, the NAIC adopted amendments to the
model HM O act that provide for increased networth and deposit requirements, man-
datory hold harmless provisions, continuation of benefits and replacement coverage. In
December 1989, the NAIC also adopted an assessment provision lo be included in the
[IMO model act, which is in lieu of the 1IMO guaranty association proposal originally
under its consideration

[UAA supports the position that llie goals of the original federal IIMO act have been met,
and there isno longer a need for a significant federal role. Ihe act should be repealed.

HIAA supports acomprehensive approach to the problems associated with HM O iasol-
vencies. In addition to the approach adopted by the NAIC, die Association supports the
use of parental guarantees to meet net worth and deposit requirements.

Moreover, HIAA opposes creation of IIMO state guaranty funds or assessments liecausc
they do not prevent insolvency, strengdicn regulatory oversight or improve standards for
licensure. They might even create a false sense of security. The Association believes that
guaranty funds or assessments will not assure continued medical services for cnrollecs.
hurdler, if providers are balled out ofa failed 1IMO by a guaranty fund or assessment,
they may have less incentive to control utilization and costs.

HIAA will actively seek enactment ofa comprehensive solution to the problem of [IMO
solvency and will vigorously oppose guaranty funds or assessments for [IMOs

See also the enclosed position paper on managed carc.

Health Insurance Association of America
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BACKGROUND:

HIAA

ON
STATE HEALTH
INSURANCE

ISSUES

ISSUE: STATE MANDATED BENEFITS
(asofMarch 1990)

Over Ihe years, the listofstau. mandated benefits and providers has grown dramatically.
In all, there about 800 different state mandated benefit laws nationwide, ranging from
such disparate services asacupuncture and Chinese medicine, pastoral counseling,
chiropractic and podiatry, to a variety of mental health benefits.

While the merits of any particular benefit or provider group can he vigorously defended
by its proponents, the cumulative effect isa hodgepodge of state laws that increase the
cost of health insurance, particularly to small employers who arc most in need of relief
from the high cost of health care.

One negative effect of the myriad mandated benefit laws that increases the cost of
coverage is that multistalc insurers must monitor and comply with many different state
laws. They arc precluded from developing lower-cost prototype plans which they can
market across state lines.

More importantly, many ofthese benefits arc cxpcasive in their own right. Substance
abuse treatment, coverage for psychiatric hospitals and psychologists' visits substantially
increase the cost of both individual and group coverage. With few exceptions, mandates
raise the price of iasurance coverage.

Taken together, the mandated Ixmefits in some stales provide acomprehensive benefit
package dial many small employers simply cannot afford. Studies indicate that
approximately 16 percent of small businesses that do not offer health benefits to their
employees would offer them in a less heavily mandated setting. 'ITiis creates a serious
problem for the health insurance industry, which is trying to develop lower cost health
plans for small employers in its efforts to increase coverage to the 3L million Americans
without health insurance, many ofwhom arc full-time workers or their dependents anti
employed by small firms.

Furthermore, state mandated benefit laws do not apply equally to all health plans. The
Fmployec Retirement Income Security Act of 1974 (ERISA) exemplLs self-insured plaits
from slate mandated benefit laws. 'lhus, mandated benefits have encouraged firms to self-
insure and thereby escape state oversight from mandated benefits, reserve and financial
solvency requirements and premium taxes,

In general, only large employers can afford lo self-insure, which not only allows multi-
state employers to save administrative costs, it also allows them to pick and choose the
benefits that are most desirable and cost-effective for their employees, Employers too
small to self-insure, however, do not have this flexibility, thus making it less likely that
they will ofTcr health insurance at all In 1984, 37 percent of all workers and their families
were covered by sclf-iasurcd plaas. This places the burden of mandated benefits on small
employers.

Health Insurance Association of America
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IHAA POSITION: HIAA opposes all mandated benefit laws. When an employer cannot afford all benefits
that may be beneficial for itsemployees, the choice of which benefits to buy should be

made by the purchaser.

The existing preemption ofstate mandated benefit laws that currently applies to self-in-
sured employee health plans should be extended to insured plans. Small employers
should not be forced to choose between a "Cadillac™ plan and none at all.
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ISSUE: ACQUIRED IMMUNE DEFICIENCY SYNDROME

BACKGROUND:

(asofMarch 1990)

The first case of AIDS in the United States was diagnosed in 1980. As ofspring 1989,
88,000 cases have been reported to the Centers for Disease Control, which estimates that
by the year 1992, 365,000 Americans will have died of AIDS or progressed to llie later
stages of the disease.

Despite intense biomedical research efforts, there remains no cure, nor isan effective vac-
cine likely to be developed in the immediate future. Health officials estimate that between
Imillion and 1.5 million Americans are infected with the human immunodeficiency virus
(HIV). Available data support the view that, absent any effective therapy, virtually all
those infected with HIV will eventually progress to AIDS or severe HIV illness.

The human and financial costs of this tragic epidemic have been staggering, with many
young adults being stricken during their most active and productive years. Loss ofwages
resulting from illness and disability and loss of future earnings as a result of premature
death are estimated at 57 billion in 1986. An ongoing survey of ATDS-related life and

health insurance claims by HIAA-ACLL member companies documents these losses, report-
ing an estimated 5263 million in life insurance death claims in 1987.

Medical care costs for AIDS patients are estimated at 53 billion in 1988, and health
insurers have borne a significant portion of this cost. Although 1988 data are not yet avail-
able, the HIAA-ACLI survey showed that member companies paid 535.9 million in
individual claims and 5188 million in group claims in 1987, the latter representing more
than twice the amount paid during the previous year.

The cost of AIDS per case has decreased over lime, primarily due to the development of
alternative outpatient treatments. Health insurers have responded quickly to these innova-
tive approaches, and companies continue lo develop methods, through case management
programs, that provide appropriate and humane care to AIDS patients while at the same
time realizing tremendous cost savings. Ilome care, a major component ofcase manage-
ment, can result in savings 053,000 to 515,000 per month and allows AIDS patients more
independence.

Because there isno AIDS vaccine, effective treatment or cure, and because of the high
morbidity and mortality associated with HIV infection, people with AIDS and HIV
Infection represent medical risks that must be considered uninsurablc. For most ofthe 90
percentofthe insured population who receive insurance through the work place,
evidence ofindividual health status is not required. However, for those currently unin-
sured who seek lo obtain individual or small group coverage, health status must be tested
to determine insurability. Evidence of 111V infection Oikc heart disease, diabetes and can-
cer, forexample) would necessarily require some initial restrictions on coverage, or pos-
sibly exclusion from coverage. The 111V antibody test, now regarded as a reliable
indicator of viral infection, Lsan essential tool available to insurers to determine medical
insurability.

Health Insurance Association of America
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HIAA POSITION: The health and life insurance industries have paid a significant portion of the costs
associated with AIDS and will continue to do so. For those AIDS patients who are now
uninsured, HIAA believes thatalternatives should be developed that address their health
care needs. HIAA has recently adopted an innovative proposal on the needs of all the
uninsured, including people with AIDS. O f particular significance is the availability of
coverage for the medically uninsurable. HIAA continues to seek legislation that would
establish state pools for uninsurable individuals.

On the issue of testing, HIAA believes that legislation that forces insurers to ignore reli-
able evidence ofhealth status will create underwriting inequities, and continues to voice
strong opposition to such laws. Insurers must be permitted to use the results of HIV tests
in the underwriting process. HIAA supports the 1986 model guidelines, adopted by the
National Association of Insurance Commissioners, that set limits on permissible applica-
tion questions and establish underwriting guidelines.
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ISSUE: HEALTH MAINTENANCE ORGANIZATIONS

BACKGROUND:

[ITAA POSITION:

(as ofMarch 1990)

Inslightly more than a decade, health maintenance organizations (HMOs) have become a
well-established force in most major American metropolitan areas. Today, HMOs serve
approximately 13 percentofthe U.S. population and provide effective competition for
traditional fec-for-service plans.

Along with consumer acceptance of HMOs have come sophisticated oversight procedures
by state authorities. Consumers in a'l states are covered by awell-developed framework
oflaws and regulations.

Increasing HM O enrollments, coupled with a few major insolvencies and a competitive
climate, have stimulated many state regulators to consider additional HM O solvenq'
requirements. At least five states have enacted legislation that includes HMOs in a guaran-
ty fund.

In 1987, the HIAA’s Government Relations Committee established a task force to study
[IMO issues, The firstassignment was to study the problem ofsolvency.

The National Association of Insurance Commissioners (NAIC) and the National Associa-
tion of Health Maintenance Organization Regulators recently completed an examination
ofexisting HMO requirements. In December 1988, the NAIC adopted amendments to the
model HMO act that provide for increased networth and deposit requirements, man-
datory hold harmless provisions, continuation of benefits and replacement coverage. In
December 1989, the NAIC also adopted an assessment provision to be included in the
HMO model act, which isin lieu of the HMO guaranty association proposal originally
under its consideration.

HIAA supports the position that the goals of the original federal HMO act have been met,
and there isno longer a need for a significant federal role. The act should be repealed.

HIAA supports acomprehensive approach to the problems associated with HM O insol-
vencies. In addition to the approach adopted by the NAIC, the Association supports the
use of parental guarantees to meetnet worth and deposit requirements.

Moreover, HIAA opposes creation of HM O state guaranty funds or assessments because
they do not preventinsolvency, strengthen regulatory oversight or improve standards for
licensure. They might even create a false sense ofsecurity. 'lhe Association believes that
guaranty funds or assessments will not assure continued medical services for cnrollces.
Further, if providers are bailed out ofa failed IIMO by a guaranty fund or assessment,
they may have less incentive to control utilization and casts.

11IAA will actively seek enactment ofa comprehensive solution lo the problem of 1IMO
solvency and will vigorously oppose guaranty funds or assessments for 1IMOs.

See also the enclosed position paper on managed care.

Health Insurance Association of America
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BACKGROUND:

HIAAPOSITION:

HIAA

ON
STATE HEALTH
INSURANCE

ISSUES

ISSUE: LONG-TERM CARE
(asofMarch 1990)

Long-term care hasengendered growing interestamong insurers, government policy
makers and groups concerned with aging. Common to all is a strong beliefthat the cur-
rent financing arrangement, which relies on awelfare program and the private resources
ofindividuals, is inadequate. New solutions are needed, and for many, private insurance
coverage is an alternative.

Recently, there has heen tremendous growth in private long-term care insurance. Today,
more than 100 companies sell such products, and as ofJune 1989, more than 1.3 million
people had purchased a policy. The introduction ofemployer-sponsored plans is par-
ticularly promising. Almost 35 large employers have begun to ofTer this coverage as of
June 1989. Despite rapid growth, there remains great uncertainty asto how large a role
the private sector can play in paying the nation’s long-term care hill.

More than 50 bills on long-term care financing have been introduc "in Congress, the
focus ofwhich include incentives to stimulate the private market and federalization of

long-term care financing.

Initiatives with strong private sector orientation include tax clarifications and changes
necessary for continued growth in the private market. Forexample, several bills would
clarify the tax status oflong-term care insurance regarding premiums paid and benefits
received under individual and group contracts, Other private market approaches and
incentives should be encouraged, especially given the nation's many pressing budget
priorities. Other congressional proposals seek to establish a federal oversight role in the
sale of private long-term care insurance. Spoasors ofthese bills do not believe that states
can regulate this new product adequately. However, since adoption of the long-term care
insurance model actin December 1986 by the National Association of Insurance Commis-
sioners (NAIC), 26 stales have passed legislation based on this model statute. Another 11
states have passed legislation or adopted regulations more stringent than the NAIC model
act. And, asofthe end of 1989, legislation is pending in several other states.

HIAA strongly believes that government’s role in financing long-term care should be tar-
geted to those who arc in greatest need. To the extent possible, individuals of all ages
should be encouraged to use their own resources lo purchase private insurance. Private
coverage offers the elderly and their families the greatest flexibility in determining
individual needs and isalso the most appropriate vehicle for allowing families to preserve
financial assets. The latteris notthe proper role of government. HIAA also believes that
the rapid growth ofthe private market should be encouraged, especially given the
nation’s many pressing budget priorities.

Action at the state level has been significant. HIAA strongly believes that, as for other
types of insurance, the states are the responsible body for governing the sale of long-term
care insurance. Further, the Association Ixriieves that the states have acted with unprece-
dented speed in setting standards for this new product.

Health Insurance Association of America
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HIAA supports the provisions of the NAIC long-term care insurance model actand regula-
tion and has made its passage in those remaining states a top priority in 1990.

HIAA supports the following:

0 Anexpanded uniform public program to provide cove .eage for people who cannot pro-
vide for themselves;

0 Appropriate and adequate state consumer protection to ensure that consumers have
access to high-quality long-term care providers and fair and affordable insurance
policies;

0 Greater consumereducation efforts to promote the public’'s understanding of their
potential need for long-term care and its costs; and

0 Legislative and regulatory initiatives to promote the public interest and the availability
oflong-lerm care policies, and to encourage flexibility and innovation in developing
long-term care coverage.



BACKGROUND:

DEFINITION:
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ISSUE: MANAGED CARE
(asofApril 1990)

The high costofhemJi care is a major problem for the United States. Ailwho pay -
employers, individuals, and government - are burdened by continual increases in health
expenditures. Moreover, escalation of health costs greatly complicates the task of finding
ways to provide coverage for the large number of Americans who are without either
public or private health insurance.

Although costescalation has many causes, research shows that one key problem is that
patients receive much care that is not appropriate for their condition. Some get care thatis
more intense and expensive than necessary. Others receive care thatis not beneficial and
may even be harmful. Eliminating such inefficiencies - which may account for 25 percent
ormore of medical expenditures - is clearly a critical objective, both asaway of reducing
costs and improving quality of care.

Payers of health care are aware of such inefficiencies and are demanding more account-
ability and better performance from those who make health care decisions in order to as-
sure that patients receive good value for money spent. Increasingly, managed care is
recognized as the best mechanism for carrying out such improvements. The key objective
ofmanaged care is to assure that patients receive appropriate care, that is, high quality
care efficiently provided in the least costly setting.

Because itisstill evolving, managed care embraces a variety ofexisting and developing
structures. It may be defined as systems that integrate the financing and delivery of
appropriate health care services to covered individuals by means of die following basic
elements:

0 Arrangements widiselected providers lo furnish a comprehensive set of health care
services to members;

0 Explicit standards for the selection of health care providers;
0 Formal programs forongoing quality assurance and utilization review; and

o Significant financial incentives for members to use providers and procedures
associated with the plan.

Managed care organizational structures are evolving in response to marketplace demands
and will continue to do so. Today's structures include health maintenance organizations
(HMOs), preferred provider organizations (PP0s), and exclusive provider organizations
(EPOs), aswell as mixed arrangements that combine elements of [IMOs. PPOs and indem -
nity plans to accommodate employer and operating environment requirements.

Managed care plaas arrange with selected providers lo furnish health care services to plan
members. Explicit criteria are used for the selection of providers, and formal programs for
ongoing review of the quality and appropriateness ofservices arc incorporated into the
plan.

Hca'th Insurance Association of America

1025 Connecticut Avenue N.W.. Washington, DC 200360 202-223-7780a FAX 202-223-7897



HIAAPOSITION:

Plans provide financial incentives for covered individuals to use providers who deliver
appropriate quality care. In some managed care plans, the cost ofservices is covered only
when health care is received from selected providers Other managed care plans provide
individuals more latitude in the choice of providers. Out-of-pocket costs, however, arc
usually higher when out-of-plan providers are chosen.

Some state legislators are concerned that managed care, including both contracting
arrangements with providers and utilization review techniques, could adversely affect the
quality of health care. Their concerns have been encouraged by some associations of
providers representing hospitals, physicians, dentists, pharmacists and allied health profes-
sions. IThcsc groups have drafted and advocated stale legislative proposals that would
restrictor prohibit the operation of managed care programs.

HIAA isfirmly committed to the expansion of managed care programs and techniques in
order to assure high-quality, cosl-efiective health care. Managed care systems have the
means to avoid unnecessary and inappropriate care.

Therefore, HIAA isopposed to legislation or regulations dial would impose barriers to the
development and implementation of managed care in its current and evolving forms.
Legislation or regulation that unduly limits insurers’ ability to carry out rigorous utilization
review is one such barrier. Legislation that opposes utilization review takes many forms,
but generally seeks to put inappropriate rcstrictioas on who can conduct reviews and
what can be reviewed.

HIAA isalsoopposed to legislation that would restrict an insurer's freedom to form net-
works or contract selectively with providers. Legislation that opposes networking also
lakes many forms, but generally seeks to put restrictions on the ability to pay providers
anything but their usual and customary fees, or to contract with a limited number of
providers.

HIAA believes:

0 Insurersshould be free to negotiate whatever price they can with providers. One im-
portant way to reduce costs is to be able to buy provider services at lower prices, and
managed care systems need to have freedom to negotiate lower prices. On the other
hand, in some instances plans may wish to offer higher-than-usual fees to especially
efficient providers.

0 Insurersshould be able to pay providers in ways that create appropriate incentives. If
provider reimbursement systems reward high-cost medical practice, itwill be very dif-
ficult to reduce costs. Managed care systems need to be able lo alter reimbursement
incentives to reward efficient providers, Severe restrictions on capitation payment, for
example, are inappropriate and unwarranted.

0 State laws should not place artificial limits on the amount ofconsumer cost sharing that
can be imposed on PPO plan cnrollecs who choose to get care from off-panel
providers. Ifa PPO has a panel of providers that can provide needed high-quality ser-
vices more efficiently than other providers, it isentirely appropriate to require con-
sumers who choose not to use these efficient providers to pay the extra costs. 1IMOs,
which all states allow, do not pay anything when consumers receive care from non-
HMO providers.



GLOSSARY:

0 Legislation should not establish inappropriate barriers to insurer efforts to establish
effective utilization review programs and should require providers to make available,
at a reasonable cost, patient records and other information necessary to monitor cost
and quality of care. Monitoring medical practice patterns is critical to managing care If
reviewers cannot get access to medical records al reasonable cost, or if excessive
restrictions are pul in place lo limit who docs utilization review or what the process
will be, managed care plans cannot accomplish the critical task ofencouraging
providers lo become more efficient.

0 Insurerswho are negotiating to form provider panels should not be compelled to
enroll every provider who wishes to be included. A key mechanism that managed care
plans use to constrain costs is to contract only with effic cm providers. If plans arc
required to include on their panels all willing providers, his critical element of control
iseliminated.

0 Statesshould not mandate that insurers cover services and categories of care, since
doing so often adds lo costs and limits the plan's ability to develop cost-effective
benefit packages. Research evidence shows that legislation that requires coverage of
certain provider categories or particular services generally cau.ses a net increase in
costs. Ihe buyersofinsurance plans, not state government, should be the ones who
decide what services and provider groups should be covered. Legislation mandating
coverage of particular provider groups is often simply a reflection of that group’s desire
to create demand for their own services asaway of enhancing income.

HIAA supports the concept of physician peer review asa method ofdetermining
appropriateness ofcare. Indoing peer review, however, itis not appropriate to rely solclv
on local peer assessment. Studies of differences in palleras of medical practice from area
to area within a state demonstrate that the typical method of treatment in one community
is often significantly different from that in another community even though the conditions
ofthe patients are essentially identical. The differences, in other words, are not medically
justified. Thus, local habit or customary practice is not necessarily the best standard for
assessing medical appropriateness or necessity for a given treatment.

The collective judgment of physicians who are experts in a given field and who have
done asystematic study of the scientific research must ultimately form the basis for deter-
mining what is appropriate care in a given situation. It is for this reason that HIAA sup-
ports )ic development of medical practice guidelines and protocols. When developed,
these can form a rigorous, scientifically defensible standard for educating physicians
about the best medical practice and for judging the appropriateness of care.

Below isalistofsome of the current managed care structures now available:

Health Maintenance Organization (HMO): 'lhis was the original managed care arran-
gement, firstemerging as prepaid group practices in the 1930s. The name “health main-
tenance organization™ was coined in the early 1970s, and was given to 1973 federal
legislation promoting its development. HMOSs provide:

0 Anorganized system for providing health care in a certain geographic area, as well
as responsibility for providing or otherwise assuring delivery’ of that care;

0 An agreed-on set of basic and supplemental health maintenance and treatment ser-
vices-, and

0 A voluntarily enrolled group of people.

Inexchange forasetamount of premium or dues, 1IM()s provide all the agrecd-on health
services to theirenrollecs; there are generally no deductibles and no or minimal copay-
ments. 'lhe IMO bears the risk if the cost of providing the care exceeds the premium
received. 'lhere are now several types of 1IM()s

Health Insurance Association of America
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0 The staffmodel, where providers arc directly employed by ihe 1IMO;

0 The group model, where medical groups conlracl with the 1IMO (Kaiser plans are
the best-known example of this type);

0 The independent practice association (LPA), where the HMO contracts with
physicians inindependent practice, or with associations of independent physicians.
IPA physicians frequently have arrangements with more than one HMO; and

0 The network model, which contracts with two or more independent group practices.

Preferred Provider Organization (PPO). A PPO consists of groups of hospitals and
providers that contract with employers, insurers, third-party administrators or other spon-
soring groups to pruvide health care services to covered persons and accept negotiated
fee schedules as payment for services rendered. There are different sponsoring arrange-
ments:

0 Hospital-sponsored PPOs, which often include a network of institutions in order to
coverawider geographic area, aswell as many of the physicians on their medical
staffs;

0 Physician-sponsored PPOs, which are developed by local medical societies, other
local professional associations or clinics, or groups of physicians;

0 Third-party payer-sponsored PPOs, which include those initialed by commercial
insurers and Blue Cross and Blue Shield plans;

0 Entrepreneur-sponsored PPOs, which create a broker relationship with the
entrepreneur acting as an intermediary between the provider and payer ofservice;

0 Employer- orlabor-sponsored PPOs, which contract directly with providers on
behalfoftheiremployees or members;

0 Other provider-sponsored PPOs, which are developed by nonhospilal and non-
physician providers, such as dentists, optometrists, pharmacists, chiropractors and
podiatrists, through their professional associations, local groups or clinics.

Exclusive Provider Organization (EPO). People Ixrionging to an EPO must receive
their care from affiliated providers; services rendered by unaffiliated providers arc not
reimbursed.

Polnt-of-Service Plans. Also known as open-ended HMOs or PPOs, these plans permit
iasureds to choose providers outside the plan atany time yet are designed to encourage
the use ofnetwork providers. Ifa provider is affiliated with the HMO or PPO, the service
iscovered (perhaps after amodest copayment). Ifan oul-of-nelwork provider ischosen,
reimbursement may be significantly reduced.

A numberofmanaged care techniques are used lo assure quality and appropriate care.
These include, but are not limited to, quality assurance, utilization review, case manage-
ment and use ofa primary care physician. Although the combination ofelements will dif-
feramong plans, each managed care plan operates as an organized system where patient
services arc subject to review and coordination by health professionals.

0 Quality assurance is a process by which a managed care plan monitors and takes
action as necessary to assure that quality care is delivered by selected providers. The
process measures the extent lo which quality has been attained and periodically
reevaluates health care to assure that established standards are I>eing met.



o Utilization review is a system ofreviewing the medical necessity and appropriate-
ness ofpatient services within guidelines developed by physicians. Performed by
health care professionals, it is comprised of several processes and may be used for
both inpatient and outpatient services. Processes may include preadmission cer-
tification, application of practice guidelines, continued stay review, discharge plan-
ning, second surgical opinion and retrospective review. Because ofthe explosion of
costs in all aspects ofambulatory care in recent years, programs to require
preauthorization ofamhbulatory procedures are now evolving.

0 Preadmission certification is a process in which a health care professional (such as
a registered nurse) evaluates an attending physician's request for a patient’s admis-
sion to a hospital by using established medical criteria.

0 Continued slay review, also called concurrent review, isa process whereby a review
organization continues to examine medical information during a patient’s hospital
confinement to determine the need for continued hospitalization.

0 Discharge planningis a process in which a health care professional from a review
organization works with an attending physician and hospital staffto arrange for
appropriate discharge ofa patient from the hospital, including a plan for the
patient’s subsequent care. Its purpose is to determine when patients are ready to go
home, perhaps with the support ofanurse or other home health provider, or are
able to be transferred to a nursing home.

0 Secondsurgical opinion programs require patients lo seek a second surgeon’s
opinion ifelective surgery isrecommended for certain conditions. Elective surgery is
defined as that which can be avoided or delayed without undue risk to the patient
and which allows sufficient time to seek another opinion.

0 Retrospective review provides for the establishmentofa utilization profile of inap-
proppriaie care for monitoring trends and addressing excessive use or cost.

Other managed care techniques include case management, which isa process that
provides a comprehensive plan of care and rehabilitation for people suffering from severe
conditions such as trauma, premature birth or AIDS. Through flexible interpretation of
plan provisions, case management coordinates the use ofall appropriate types of therapy
and equipment in the most appropriate setting. Case management often supports alterna-
tives to institutional care, such as physical therapy and other services delivered in the
home, thatachieve better patient outcomes at lower cast.

In many managed care plans, a primary care physician serves as the initial screening, test-
ing, treatment and referral source for a patient. This physician oversees health care ser-
vices rendered to patients by other providers and assumes continuing responsibility for
the overall course of treatment.

Health Insurance Association of America
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I[HAAPOSITION:

HIAA

ON
STATE HEALTH
INSURANCE

ISSUES

ISSUE: McCARRAN-FERGUSON ACT
(asofMarch 1990)

In 1945, after the U.S. Supreme Court ruled that insurance is interstate commerce and
therefore subject to federal regulation, including antitrust laws, Congress passed the
McCarran-Fcrguson Act to exempt the business ofinsurance from some federal antitrust
laws. Cooperative efforts among insurance companies (e.g., collection of industrywide
loss data, ratemaking and establishment of risk pools) were exempted, provided they
were regulated by the states. Insurerswere notexempted from the federal prohibition
against boycott, coercion or intimidation.

The perceived crisis over the availability and affordability of commercial liability
insurance and concern about insurance rates has focused renewed attention on the
McCarran-Ferguson Act. Federal legislation was reintroduced in the 1989-1990 session,
which would modify the insurance antitrustexemptions provided by the act.

The insurance industry is subject to the laws and regulations of a variety of state and
federal agencies, but for the most part, iasurance regulations are a state matter and Con-
gress has been reluctant to involve the federal government in regulating it more actively.

1ILAA questions the public henefits to be gained by abandoning the limited antitrust
exemption and stresses the dynamic nature of the insurance regulatory process and the
ability ofeach slate to respond efficiently to its residents’ needs.

The McCarran-Ferguson Act makes die system ofstate regulation of insurance workable,
and the law should not be repealed or amended to eliminate or restrict the already nar-
row exemption the act provides.

Repeal oramendment could be detrimental to the public interest by creating unnecessary
and duplicative regulation and might give die federal government unwarranted
supremacy over the stales on this issue.

The health insurance industry is already highly competitive, and diere isno evidence that
repeal of McCarran-Ferguson would enhance competition. On the contrary, economic dis-
ruption, with consequent premium price increases, might ensue.

Health Insurance Association of America
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ISSUE: MEDICARE SUPPLEMENT POIICIES
(as ofMarch 1990)

Tide XVIII of the Social Security Act, otherwise known as Medicare, was enacted in 1965
and provides hospital and other health care services to people age 65 and over and to dis-
abled individuals.

To a large extent, the health insurance needs ofolder Americans arc borne by the federal
government, butbecause ofMedicare's deductibles, copayment provisions and benefit
limits, older people are not fully protected against the possibility of large unexpected
medical expenses. These limitations in Medicare's benefit structure have prompted
developmentofprivate supplementary insurance policies (known as Medigap).

There arc more than 33 million people in the United States over age 65 - approximately
13 percent of the total population. The number ofelderly, mostofwhom are not
employed, isexpected to increase well into the next century. The vast majority of these
individuals no longer have access to a health care plan provided by an employer, and
except for those who arc partofa retiree health plan, the elderly must rely on Medicare
and private insurance to pay their health care expenses.

Since the health insurance industry will be called on to help find a solution to the growing
problem of meeting the health care needs of the elderly, the Medicare program presents
an important issue for private industry.

The Medicare Catastrophic Act of 1988 went into effectJan. 1,1989, and substantially
increased Medicare benefits, but it was repealed on Dec. 31,1989. The repeal was largely
due to the outrage of consumers over age 65 because ofcost increases and the surtax
placed on high-income individuals age 65 and older.

The National Association of Insurance Commissioners (NAIC) was forced lo respond
immediately to die repeal by enacting transition requirements at its December 1989 meet-
ing. Basically, these requirements returned policies issued prior toJan. 1, 1989 to their
original benefit levels and required insurers to offer to former policyholders, who
dropped their medical policies during 1989, the opportunity to rcinslilute their old
policies without penally.

During the December 1989 meeting, the NAIC also adopted consumer protection amend-
ments to the existing model Medicare Supplement Act and Regulation. The amendments
require insurers to Issue guaranteed renewable policies, limitinsureds to one Medicare
supplement policy, provide more extensive reporting ofthis line ofbusiness and increase
penalties for violations.

These actioas will once again require all 50 states to establish a regulatory formatequal to
ormore stringent dian standards established by the NAIC model act and regulation cover-
ing Medicare supplement policies. This format defines such a policy, regulates policy
provisions and loss ratios, sets rules for replacement ofsuch policies and establishes mini-
mum benefit standards.

Health Insurance Association of America
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HIAAPOSITION: The Association encourages the states to adopt the NAIC regulatory format for Medicare
supplement policies. It opposes federal government intrusion into the private insurance
market. HIAA’s position is that private insurance meets the needs of Medicare recipients
forsupplementary coverage and that current state regulations are sufficient to protect
purchasers of Medicare supplement policies.



BACKGROUND:
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ON
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ISSUES

ISSUE: RISK CLASSIFICATION
UsofMarch 1990)

Health insurance companies use risk classification methods to set premium rates commen-
surate with the level of risk an individual or group represents. 'Hie use ofsuch techniques
by insurers has expanded the availability of health insurance, aswell as consumer
options, since premiums are set at levels that represent the relative risk of insuring a given
group or individual.

Risk classification also helps to form a direct link between health care expenditures and
the costofcoverage. Since employers who sclf-iasure avoid subsidizing other higher-cost
employer groups, insurers must be able to classify risk in order to offer reasonable prices
to clients preferring traditional insurance. Moreover, if insurers were prevented from
charging a client the true cost of coverage, a major incentive foremployers to hold costs
down would be diminished. Employers would have less reason to provide safe work
environments, establish wellness programs or seek efficient providers of care. Without
risk classification, every group would pay the same in premiums, regardless of its true
health care costs.

The process of risk classification depends on fairness, Discrimination by insurance com-
panies against individuals seeking coverage is governed by federal civil rights statutes as
well as state laws and regulations. The National Association of Insurance Commissioners
(NAIC) model requlations on discrimination on the basis ofsex or blindness have been
adopted by a majority ofstates, and they serve asa basis of resolving claims of unfair treat-
ment by insurance companies. HIAA also has developed a model risk classification bill for
use in states considering actions in this area.

Some stale regulators have urged equal, rather than equitable, treatment of insureds and
have attempted to ignore the difference in projected health care expenses among people.
Forexample, 11V tasting of insurance applicants has become the focus ofspecial interest
groups that want to prevent insurers from tasting applicants, despite the fact that [1IV-posi
live individuals represent a risk that is 26 times greater than average.

Without the ability to use risk classification, insurers may encounter adverse selection,
which is the tendency of consumers to buy health insurance only after the onset of illness
orwhen alikelihood of major iliness has become apparent. Adverse selection can serious
ly threaten insurers' financial stability.

Inorder to ensure the financial sound) ass of die industry, health insurers must he per-
mitted to classify their policyholders according to expected risk ofloss. This necessarily
includes the use of readily available data about applicants’ age, sex, occupation and
health status.

[IIAA recognizes the need to make affordable coverage available to all, and has
developed proposals for reinsurance and risk pools for high-risk employers and
Individuals.

Health Insurance Association of America
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Die Association opposes legislative interference with legitimate and necessary risk clas-
sification and ratcmaking procedures and believes that insurers should be allowed to col
lect and use information that has a statistically demonstrable relationship to the cost of
providing coverage.

Insurers do not seek lo stereotypic or discriminate unfairly against individuals or groups.
However, to ignore data that tics the cost of claims to a fair premium cost is to invite
financial failure.
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ISSUE: STATEPOOLS FOR UNINSURABLES

(as ofMarch 1990)

State risk pools are designed to guarantee the availability of privs..e hea™h insurance to all
Americans under age 65 who want to purchase protection, who are willing lo pay for it
butwho arc notconsidered medically insurable. Without guaranteeing such access to
health insurance, the industry risks government intrusion into the health insurance market.

The commercial health insurance industry has actively supported such initiatives since the
late 1960s. However, the Association’s chiefconcern about state pools is that they be cqui
tably funded.

Funding mechanisms vary. While the majority ofstate pools for uninsurablcs are sup-
ported through direct payments from the slate or by tax credits allowed against insurer
assessments, some stales use other mechanisms, such asimposing the costofpool losses
entirely on insurers (Wisconsin) or imposing a hospital use tax (Maine).

Insurers should be allowed to retain their ability to underwrite. We support state legisla-
tion to establish voluntary risk pools for individuals who are denied insurance coverage
because of poor health or medical conditions, as well as federal legislation encouraging
slates to lake such action.

HIAA believes that funding for these pools should be broadly based, preferably from
general lax revenues. Assessing only commercial iasurers for pool losses drives up the
costof private insurance and gives self-funded plans a competitive advantage over
insured plans. In addition, HLAA maintains that cost controls and managed care should be
incorporated into pool administration.

Health Insurance Association of America
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ISSUES

ISSUE: THE UNINSURED
(as ofMarch 1990)

BACKGROUND: Approximately 31 million Americans have no public or private health care coverage. Com-
mentators have staled that the uninsured population has increased significantly in the past
decade for die following reasons: the economic downturn of the early 1980s and its effect
onemployment; Medicaid cutbacks; a probable decline in employer-based coverage of
dependents in what may be a response lo rising health care costs; an increase in stale
mandated benefits; and increasing numbers of workers in industries less likely to offer
health insurance.

The uninsured have greater problems gaining access to the health care system than do
those who have insurance. Therefore, they often forego necessary care or delay getting
care until itis cither too late or more cosily. For all these reasons, itisincumbent on
policy makers to devise ways to fill the gaps in the health financing system.

Contrary to popular belief, the uninsured are not mainly poor and unemployed. In fact,
fewer than one-third have incomes below the federal poverty line, although asignificant
number arc in the near-poor category. Most uninsured people (approximately 62 percent>
are either full-time workers themselves or family members of such employees.

Data have shown that it can be difficult for small employers to obtain group health
insurance, although there are anumber of insurance companies and mechanisms through
which such coverage can be purchased. One of the principal barriers for small employers
is Ilic cost of health insurance, and HIAA's program on the uninsured calls for tax sub
sidics for financially vulnerable groups to encourage the purchase of coverage.

In addition, policy makers have staled that certain underwriting and rating practices in the
small employer market exacerbate the problem ofthe uninsured. A portion of I11AA's pro
gram also addresses tlie.se concerns.

A numberofbilLs have Ix:cn introduced at the federal level to require orencourage
employers to offer coverage Al the slate level concern over the uninsured has received
widespread attention, arui by the end of 1989, more than <lOstates were studying and/or
considering legislation on the uninsured.

HIAA POSITION: 1HAA Ixilicves that neither a private nor a public effort, by itself, will adequately meet the
needs ofthe uninsured, However, a cooperative effort can help solve the problem

[1IAA is faced with the cver-mcrcasing need to respond to agrowing number of state
proposals for the uninsured, Many of these initiatives have their own characteristics,
reflecting the specia interestgroups behind the proposal and the state’s political atmos-
phere, collective social consciousness and financial resources.

[1IAA's state policy on the uninsured needs to Ix*consistent with federal policy, but allow
more room to incorporate a variety of ways to meet its objectives. To I>cst serve these
needs, I1IAA has not adopted aspecific proposal on the uninsured, but instead supports

Health Insurance Association of America
IU2S Connecticut Avenue N.W., Washington, DC 20036 HD 202-223*778(11 i FAX 202-223-7897



stale legislation that aims to improve access lor some or all of the state's uninsured and
that is consistent with the following six points.

0 State programsmusthe expanded to coverthe poorand near-poor popula-
tions. States should expand their Medicaid programs to coverall mandatory and
optional categorical groups up to the federal poverty line.

For those poor individuals who do not fall into a federally defined Medicaid categorical
group, stales have the obligation to provide similar coverage using their own funds.

Fornear-poor individuals (those between 100 percent and 150 percent of poverty),
and possibly som. of the noncatcgorical poor, states should establish a public buy-in
program, which w mid cover a range of primary and preventive services (no inpatient
hospital or major outpatient surgery) in exchange for an income-related premium.

Ifpublic funds are limited, states should give first priority to low income children and
pregnantwomen.

Slates should take advantage of recent federal welfare reform legislation that allows
Medicaid lo pay low income workers' share ofemployer-based premium contributions
inorder to help such individuals participate in available employer-based coverage for a
transitional period when returning to work. ‘they should also extend this notion to pay
employees’share of premium even after the transition period for all workers whose
family incomes are below povcny, whether or not federal matching funds are available
for this purpose. I11AA recommends federal Medicaid matching funds when states clot t
to implement such a buy-out program.

Stales should urge the federal government to break the income and categorical links
between cash ass stance and eligibility for Medicaid so dial federal Medicaid matching
funds are available to all poor individuals regardless of family structure or work status
Stales should also urge the federal government to make federal funds available lo
cover the near-poor population through Medicaid buy-in and other.similar programs.
Finally, ihe federal government should Ix*urged to expand welfare reform to apply to
all poor and near-poor workers fora transitional jxiriod.

0 IDAAisopposed toemployer mandates oracompulsion onemployerstopro-
vide health Insurance toemployees and tiielr dependents, including tax penai
ties for failure to provide coverage. I11AA has developed a separate position apcr
onemployer mandates which is available on request.

0 There areseveralfundamental tenets of the health insurance Industry that
HIAA should actively pursue to sliape the outcome ofany state proposal on
the uninsured.

‘Ihcy include: esse ntial underwriting freedom; appropriate rate latitude; noncompeti-
tion between private and public programs, maintenance ofa private market, including
the agent distribution mechanism (e g no state fund); meaningful cost containment
and elimination ol state benefit mandates

0o Smallemployer, should have reliable premium levels and access to group
health Insurance. IIAA has developed aset of standards dealing with small group
reforms in connection with die establishment of Lreinsurance mechanism, including
making coverage available to entire employer groups, and not subjecting employees to
new preexisting conditions when they <hange jobs or theiremployer changes carriers.
‘Inc.se reforms are intended to help assure aviable private marketplace and place
meaningful limits on the fate of premium increases, on renewal of coverage and on the
degree to which rales vai\ for groups that are similar with respec tto their plan design,
geography, demography and industry



0 Uninsurable Individuals (as defined by HIAA policy) who are also ineligible
forprivate group coverage, should have access to coverage through high-risk

pools.

Even with Medicaid expansions and increased employer-based coverage, uninsurable
individuals will remain without coverage. High-risk pools should be established to
make coverage available to them, but participation should be limited as defined by
HIAA policy. Measures should be included in legislation that prevent risk pools from
competing with existing private coverage, such as capping premium rates ata multiple
ofstandard rates (e.g., 150 percent). Pool losses should be funded by general revenues
or similar sources, which spread the cost across virtually all citizens.

0 Individualsand groups unable to afford coverage should receive subsidies to
purchase if. Whenever possible, such coverage should be sold in the private
sector.

Some individuals and businesses are insurable but cannot afford to buy coverage.
Publicly funded subsidies for private coverage should be available to them but should
be limited to truly hardship employers. Subsidies can be direct public funds used to
purchase coverage, or incentives such as lax credits to individuals, employees or
employers. In

addition, alleviation ofa premium lax on coverage that insurers sell to those eligible for
subsidies further reduces the cost of coverage.

Ifan individual or business is both uninsurable and unable to afford coverage, sub-
sidies should be available through the high-risk pool. But subsidies should not be avail-
able

exclusively to pool participants.

0 Costisakeyhbarriertoaccess to health care.In orderto make coverage more
affordable, itmustbe free from mandated benefit requirements, and payers
musthe permitted to use managed care techniques to controlcostand main-
tain quality ofcare.

Health care cost containment principles and techniques should be incorporated into
any reform package as an essential element ofan affordable and comprehensive
proposal for the uninsured. State law should permit the delivery of quality health care
coverage tailored to the needs and resources ofemployers and consumers, but it
should not impair the ability of third-party payers to use appropriate managed care
techniques, including prepaid funding, selective contracting, provider networks, utiliza-
tion management and fee schedules.

Health Insurance Association of America
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HEALTH CARE

FINANCING
FOR ALL

AMERICANS

PROVIDING HEALTH CARE FINANCING
FOR ALL AMERICANS

Today, more than 30 million Americans have neither public nor private health
care coverage. These Americans often have greater problems gaining access to
the health care system than do those who have coverage. They may forgo neces-
sary care or delay getting treatment until their problems worsen—and become
more costly.

These individuals represent the widening gap in our nation’s health care financ-
ing system. The Health Insurance Association of America (HIAA) believes that
policy makers must devise ways to close the gap. More precisely, government
action is needed to provide the legislative and fiscal base that will enable both
public and private providers of health care coverage to meet the health care
financing needs of all Americans.

HIAA'’s proposal focuses on expanding health care coverage through the
workplace and expanding public coverage for the poor and the near poor. As a
complement to its proposal, HIAA also is recommending ways to curtail the
relentless rise in health care costs that has contributed to the increase in the num-

bers of the uninsured. TNe four essential elements of HIAA'S proposal are:

 Adoptreforms to assure the availability and reliability of private
health insurance in the small employer market;

 Allow Insurers to offer more affordable coverage to small employer
groups;

* Provide targeted tax assistance so that small employers and their
financially vulnerable employees can afford health Insurance

coverage; and,
« Expand public coverjgc for the poor and the near poor.

These objectives can be achieved through carefully crafted policy, embodied In
responsible legislation. In addition, efforts to expand the nation’s health care
coverage must be coupled with meaningful cost-containment measures, since
improved access largely depends on reducing the rate of increase in health care
costs while maintaining quality of care. Thus, action to halt the rise in health care
costs will also help stem the rise in the numbers of the uninsured. Such actions
include promoting managed care, medical malpractice reform, assessment of new
medical technologies and their uses, and wellness and preventive activities.

Health Insurance Association of America
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DISCUSSION

The early 1980s were marked by a significant increase in the numbers of people
without health care coverage. This increase has been attributed to many causes:
the economic downturn and increased unemployment of the early 1980s, a
decline in Medicaid's coverage ofthe poor, a small decline in employer-based
coverage of dependents, arise in health insurance costs due to the proliferation
of state-mandated benefits, and the growing number of workers in industries less
likely to offer health insurance. Not the least important factor has been the steady
rise in the cost of health care.

Since the mid-1980s, the number of people without health care coverage in the
United States has remained high but relatively constant. While estimates vary, the
U.S. Bureau of the Census figure of 31.5 million is the most frequently cited. This
population is dcmographically diverse. And, while three out of ten are poor, four
out of ten have incomes of more than twice the federal poverty level.

The low-income individual under age 65 is less likely to have health coverage or
to be covered through public programs. On the other hand, the individual whose
family income rises above 150 percent of the federal poverty level is far more like-
ly to have private health care coverage and less likely to have no coverage or
coverage obtained from a public source. (Figure 1)

The vast majority of the non-elderly (approximately 150 million people) obtain
health coverage through an employment-based plan. Yet most individuals
without health care coverage still have some association with the work force. In
fact, 66 percent of the uninsured are full-time workers or belong to families of full-
time workers. Another 14 percent either work part-time (18 to 34 hours a week)
or belong to families with one or more working members. (Current Population
Survey, U.S. Dept, of Health and Human Services, March 1988 tabulations)

The relationship of health care coverage to income level and workplace to has
important policy implications.

First, in order for expanded public coverage to be cost effective, it should be tar-
geted to the poor and the near poor. Extending public coverage to higher income
individuals inevitably will lead to costly and unnecessary substitution of public
coverage for private coverage.

Second, efforts to make coverage more available and more affordable should
reflect that most Americans receive their health care coverage through employ-
ment. Thus, a realistic approach should focus on improving the ability of financial-
ly vulnerable employers to offer health insurance to their employees—who, for
the most part, have low incomes. In addition, some low-income employees—
who may or may not work for small employers—need direct government assis-
tance so that they can meet their share of premiums.

Finally, HIAA also believes that efforts to expand the nation’s health care
coverage system must be complemented by responsible cost-containmcnt
measures. HIAA's policy on cost containment includes an emphasis on the
development of managed health care systems including health maintenance
organizations (I IMOs), preferred provider organizations (PPOs) and other cffi-



cient networks. Italso calls for greater scrutiny of one of the major causes of high
costs—the use ofnew, often unproven technologies and procedures. Once again,
HIAA recommends a mechanism for assessing the cost effectiveness of such tech-
nologies and the adoption of medical practice guidelines and protocols. HIAA
also strongly supports wellness and prevention activities, as well as economic
incentives for the consumer to be ‘cost conscious' in the use of medical resources
and in choosing health plans.

October 1990
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PROPOSAL ON PROVIDING HEALTH CARE FINANCING
FOR ALL AMERICANS

in Brief

Adoptreforms to assure the availability and reliability of private health
insurance in the smallemployer market

A. Enact small-employer market reforms to assure that coverage is available on a continuing
basis for all small employers and that individual high-risk employees are not denied
coverage. If an employer changes insurers or an employee changes jobs, new preexisting
condition restrictions would not be imposed. Limits would apply to variations in
premiums and premium increases.

B. Authorize a private reinsurance mechanism for the small-employer health benefit market.
This would allow insurers to implement market reforms by permitting insurers to spread
losses for high-risk people equitably across the market. Under the HIAA proposal, no
employer would have to pay more than 150 percent of the relevant market averages for
basic coverage.

C. Establish state pools for medically uninsurable individuals who are not part of an
employer group. Losses should be financed by state general revenues or other
broad-based funding. If a state does not act, the U.S. Department of Health and
Human Services should be authorized to set up a federally funded pool in that state
to pay for losses. Ih e funds for the pool would come from funds that HI-IS would

otherwise spend in that state.
Allow Insurers to offer more affordable coverage to small employer groups.

Allow insurers to market lower-cost prototype plans through exemptions to costly state
provider and service coverage mandates (given to self-insured plans) to insured
employer plans

Provide targeted tax assistance so thatsmall employers and their financially
vulnerable employees can afford health Insurance coverage.

A. Help small businesses afford coverage by extending to the self-employed the 100 percent
tax deduction that is available to other employers (as long as they provide equal
coverage for their employees).

B. Target new tax subsidies to financially vulnerable groups. Subsidies should be directed
toward financially fragile employers and low-income employed individuals.

Health Insurance Association of America
102S Connecticut Avenue N.W., Vfasliinklon, DC 20030 | | 202-223*7780 | | AX 202-223-7897



Expand public coverage for the poor and the nearpoor.

A.

Expand Medicaid to cover all those below the federal poverty level, regardless of family
structure, age or employment status. Eliminate Medicaid®"s link to welfare categorical

restrictions.

Extend the Medicaid "spend-down"™ program to all states and set eligibility thresholds so

thatno one isimpoverished by medical expenses.

Allow low-income individuals above the poverty level to "buy into” an income-related

package of primary and preventive health care services.

Establish an optional "buy out” program foremployed individualswho are Medicaid-
eligible; that is, allow states to reduce government costs and provide a transition to self-
sufficiency by paying the employee share of available employer group insurance.

A more detailed discussion of this proposal isavailable.

October 1990
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in Detail

Adoptreforms to assure the availability and reliability of private health
insurance coverage in the smallemployer market

The small employer health benefitmarket isreceiving increasing attention. This is largely

because, asshown below, a high proportion ofworkers without health care coverage— fully
two-thirds— work forbusiness establishmentswith 25 or fewer employees. This isnot surpris-
ing since only one in three firmswith fewer than 10 employees offers health benefits.

Increasingly, small employers seek relieffrom rising health care costs by an aggressive search

for the lowest possible price for health care coverage. Those with healthy employees aremore
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likely to seek, and obtain, coverage at prices that reflect their low risk. This has made it more
difficult for insurers to spread risks as broadly as in the past.

In general, small employers have greater difficulty than large employers in affording and some-
times even obtaining health coverage. This is particularly true for those employers with
employees at high-risk of incurring medical expenses. Furthermore, the greater frequency with
which small employers change carriers and their workers change jobs exposes individuals in
this market to greater risk of being left out of the system. Finally, small employers are generally
highly sensitive to very large, unanticipated premium increases and may fail to initiate or retain
coverage in a marketplace where individual employer experience is highly unpredictable.

Small Employer Market Refortns

I lIAA has developed market reforms and reinsurance recommendations that would

ensure fair access to, and continuity of coverage for, small employers and their employees.
These reforms would introduce a greater degree of predictability and stability to the small
employer health benefit marketplace.

e Guaranteed Availability. All small employer groups would be able to obtain private
health insurance regardless of the health risk they present.

e Coverage ofWhole Groups. Coverage would be made available lo entire employer
groups; neither an employer nor an insurer would be able to exclude from the group's
coverage individuals who present high medical risks.

e Renewability of Coverage. At renewal time, employer groups and/or individuals in
these groups would be assured that their coverage would not be cancelled because of
deteriorating health.

e Continuity of Coverage. Once a person is covered in the small employer market and
satisfied a plan’s preexisting condition restrictions, he or she would not have to meet those
requirements again when changing jobs or when the employer changes carriers.

e Premium Pricing Limits. Insurance carriers would be required to limit how much their
rates could vary for groups similar in geography, demographic composition and plan
design.

More specifically, a carrier's premiums for similar groups could not vary by more than 35
percent from the carrier’'s midpoint rate (halfway between the lowest and highest rate).
There would also be a 15 percent limitation on how much a carrier could vary rates by
industry. Finally, carriers would have to limit a group's year-to-year premium increases to
no more than 15 percent above the carrier's “trend” (the year-to-year increase in the lowest
new business rate). Separate trends should be allowed for managed care and non-
managed care to reflect health care cost/efficiency differences in these structures.

In order for the reforms to succeed, the implementing legislation will have to pertain to all
competitors in the small employer market. If any one company or segment of the market
pursues such reforms independently, without rules for marketplace behavior spelled out in
legislation, it might invite financial ruin. Within the scope of these rules, insurers would be
allowed to assess risk, set rates, and determine which individuals for whom to purchase
reinsurance.



Private Reinsurance

A private marketwidc reinsurance system would make these small employer reforms possible.
Reinsurance means to "insure again." Under reinsurance, an insurance company, called the
ceding or direct-writing insurer, purchases insurance from the reinsurer to cover all or pari of
the loss against which it protects its policyholder. The reinsurer is, in a sense, asilent partner
of the original insurer. Reinsurance enables an insurer to accept a greater variety of risks. By
sharing these risks with a reinsurer, the ceding insurer obtains an adequate spread within
which the law of averages can operate.

Reinsurance will allow individual insurers (or other small employer health plan entities) to
implement reforms without facing high financial losses. Reinsurance will assure that small
employer groups that present a high health risk may obtain a basic set of benefits from private
carriers at a rate no higher than 50 percent above the applicable average market premium! For
groups already covered by an insurance carrier, the premium pricing limits described above
would pertain, and would in many cases limit a high risk employer’s rates to a level below the
guaranteed marketwide maximum level of 50 percent above average.

Under the approach developed by HIAA, carriers could: (a) reinsure entire high-risk small
employer groups at a reinsurance premium price of 150 percent of average market costs or (b)
reinsure high-risk individuals within groups at 500 percent of average market costs. To reduce
the volume ofreinsured claims, reinsurance would be on a three-year basis. (If reinsurance
were permitted annually, carriers would declare more groups or individuals high-risk and util-
ize reinsurance more often increasing reinsurance losses to unacceptable levels.)

The reinsurer would cover the costs associated with reinsured cases. The process of rein-
surance is invisible to employers and employees and is purely a transaction between the
ceding insurer and the reinsurer.

Because reinsurance would be aimed at employer groups and employees known to be high
risk, and because the premium price would be capped in order to encourage carriers to par-
ticipate in the small employer market, in the aggregate the cost of the reinsured persons will
exceed the reinsurance premiums. Under the HIAA proposal, the reinsurer losses would be

spread equitably across all competitors in the private marketplace.

The losses would be covered first through contributions from all carriers in the small employer
market. If losses were significantly higher than expected, a second "safety valve” of private
financing will be made available from health benefits plans in general. In the highly unlikely
event that the first and second financing tiers were inadequate, governmental assistance might
be sought.

11AA will continue to pursue reinsurance and related small employer market reform in the
states. HIAA will also recommend Federal legislation to give states the authority to assure com-
pliance with the market reforms outlined here and to finance the reinsurance system.

Establish State Poolsfor Uninsurable Individuals

Even with increased employer-based coverage and with Medicaid expansions (sec below),
medically uninsurable individuals who arc not pan of an insured employer group would
remain without coverage.

High-risk pools should be established to make coverage available to such individuals. Pool los-
ses should be funded by general revenues or similar sources, which spread the cost broadly
across society.

Health Insurance Association of America
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AS of December 1990, 25 states have enacted broad-based pools for uninsurable individuals.

Allow insurers to offer more affordable coverage to small employer groups.

Over the years, the list of state laws mandating that insurance cover specific services and
providers has grown dramatically. There are about 800 such laws nationwide—and they man-
date coverage ofsuch disparate services as chiropractic, podiatry, acupuncture, pastoral coun-
seling, rnd mental health. The cumulative effect of this hodgepodge of state laws is to increase
the cost of health insurance, particularly to small employers who are most in need of relief
from the high cost of health care and who are too small to self-insure and thus escape these
mandates.

One reason that mandated benefit laws increase the cost of coverage is that multi-state
insurers must monitor and comply with so many different state rules and regulations. Insurers
are precluded from developing lower-cost prototype plans that would be marketable across
state lines. Instead, they are often forced to offer only "Cadillac” plans based on a multitude of
mandates from many states.

Many of these benefits, such as those for mental health, are expensive in their own right.
Taken together, mandated benefits in many states provide a package that many small
employers simply cannot afford.

A 1989 study conducted by Gail Jensen, then a University of lllinois health care economist and
now at the University of North Carolina, concluded that 16 percent of small employers not
now providing health insurance would offer benefits in the absence of state mandates.

Furthermore, state-mandated benefit laws do not apply equally to all health plans. The
Employee Retirement Income Security Aa of 1974 (ERISA) exempts self-insured plans from
state mandated benefit laws and other forms of state insurance regulations. In general, only
large employers have the financial resources or the risk-spreading base to self-insure; self
insurance allows multi-state employers not only to save administrative costs through plan
uniformity but to pick and choose those benefits that are most desirable and cost effective.
Employers loo small to self-insure do not have this flexibility, and they are thus less likely to
offer health insurance at all.

In 1985, the U.S. Supreme Court ruled that to put employee health benefit plans on the same
footing as self-insured plans required congressional action. Moreover, in recent years, there
also has been a proliferation of state aaioas that obstrua or hinder private sector managed
care efforts that would make health care coverage more affordable. These state bills are aimed
at limiting contractual arrangements with cost-effective provider networks, as well as prevent-
ing or limiting insurers’ ability to carry out effective utilization review programs. Again, small
employers should be able to benefit from the same cost-managcment approaches as do larger
employers.

Provide targeted tax assistance so thatsmall employers and their financially
vulnerable employees can aiTord health Insurance coverage.

Small businesses tend to be younger, financially less stable and employ a lower wage work
force. Thus, health benefits often represent a greater financial burden to small businesses, who
are far less likely to offer them than are other employers. A 1989 | [IAA survey found that only
33 percent of firms with fewer than 10 employees offer health benefits. Conversely, over 95%
of firms with more than 25 employees offer health benefits.



Percentage of Uninsured Workers Percentage of Firms That Offer Health

Who are Self-Employed Benefits by Numbers of Employees
99%
89% 19 10-24 25-49 50-99 100+
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Source: HHS Tabulations of [he March 1987 Source: HIAA
Current Population Survey

Eleven percent of uninsured workers arc self-employed. They are uninsured in part because
self-employed workers receive only a 25 percent income tax deduction for the cast of health
benefits. Other (incorporated) businesses receive a full 100 percent deduction.

'lhe financial vulnerability of small employers and uninsured workers, as well as government
fiscal realities, suggest that additional tax assistance should be carefully targeted to those
populations most in need. For instance, government should:

« Direct new tax subsidies lo assist employers and individuals with inadequate financial
resources (e.g., certain small employers) in purchasing private coverage; for example,
firms with 25 or fewer employees, and that pay low average wages, could be subsidized
on a sliding scale. Employees with low incomes could be assisted in paying their share of

premiums.

 Extend to the self-employed the 100 percent tax deduction enjoyed by other employers (as
long as they provide equal coverage for their employees, if they have any).

Expand public coverage for the poor and near poor.

Thirty percent of the uninsured have family incomes below the federal poverty level ($ 10,560
for a family of three in 1990). Another 17 percent have family incomes between one and one
and a half times the federal poverty level. The current federal/state Medicaid program covers
only four out of ten poor Americans. Many states do not have a medically needy program, and
Medicaid income eligibility thresholds for the non-clderly generally fall far below the poverty

level.
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Persons Without Health Care Coverage
By Family Income as a Percentage of Poverty
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Source: Tabulations of the March 1988 Current Population Survey

Because the poor and many of the near poor do not have the means to purchase coverage on
their own, the health care financing responsibility for these populations rests largely with the
government. MIAA proposes the following actions:

The Medicaid program should be extended to cover all poor Americaas regardless of age,
family structure or employment status. To carry out this recommendation fully, Medicaid
eligibility will have to be independent of cash assistance programs such as Aid to Families
with Dependent Children (AFDC.) Recent congressional action to phase in coverage for all
poor children under age 19 over the next ten years is a good start.

For poor workers with access to employer-based private coverage, states should be given
the authority to buy out employed individuals and their families from the Medicaid pro-
gram. States should pay the poor employees' premium contributioas and cost sharing (co-
pays and deductibles) associated with available employer plans. This approach would be
used for all Medicaid eligible employees of employer plans that, if used, would reduce net
government casts. It would build upon existing private plans and would case individuals'
transition into economic self-reliance. In determining whether this approach will yield
savings to the stale, attention should be focused on the characteristics of the employer
plan (coverage levels, amount of employer premium contribution) and on its value to a
typical employee rather than on the characteristics of the individual employee. (Recent
congressional action requires states to implement a "buy-out," but is vague as lo how cost-
cffcctivencss will be determined.)

Near-poor individuals with family incomes between one and onc-and-a-half times the
federal poverty level should be allowed to "buy in" to a lower cost package on asliding
scale related to their income. This package should cover primary and preventive care ser-
vices only. Such a limited buy-in package would target government assistance to the
primary and preventive services the near poor most often forgo and for which cost-sharing
sometimes presents a financial obstacle; adopting this approach would also avoid the cost-
ly substitution of comprehensive public coverage for existing private coverage.



e« To assure that no American falls beneath the poverty level as a consequence of medical
expenses, all states should deduct medical expenses from income when determining
eligibility for Medicaid. "Medically needy" or "spend-down” programs (and many states
have already adopted such programs) constitute a last-rcsort financial safety net covering a
full range of health services.

Raising eligibility standards for Medicaid to 100 percent of the federal poverty level will give an
estimated 9.5 million to 11 million uninsured Americans access to Medicaid coverage. (The
Medicaid program currently pays for the care of over 21 million people annually.) While cost-
ly, these reforms would increase Medicaid costs by only about 25 percent while more than
doubling the population served by the program. This is because three quarters of Medicaid
spending now goes for long-term care and other services for the elderly and disabled.
Medicaid coverage for poor uninsured populations is far less expensive on a per capita basis.

December 1990
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COUNTING THE UNINSURED

Estimates of the number of uninsured Americans can be derived from a number of different govern-
ment based sources. The most frequently cited figures arc generated from the Census Bureau’s Cur-
rent Population Survey (CPS). This survey source is popular primarily because it is conducted every
year, it allows general short-term trend analysis, and because the data is easy for researchers to
work with. In 1988, the number of uninsured individuals, according to the CPS, was 31.5 million.

Other data sources sometimes used are die Health Interview Survey (I 1I1S), the Survey of Income
and Program ParUcipation (SIPP) and die National Medical Expenditure Survey (NMES). Each of
these sources has produced slightly different estimates of the number of uninsured Americans. For
example, preliminary tabulations of NMES have determined uninsured counts for 1987 to be in die
neighborhood of 37 million. This number, however, is expected to be revised downward in future
NMES estimates. In addition, part of the discrepancy between die NMES and CPS estimates may be
the result of different survey dcsigas. For example, the two surveys ask somewhat different ques-
tions regarding individuals' health insurance status.

Much larger uninsured counts have been cited rcccndy from the SIPP data. Ihe fundamental dif-
ference between die recent SIPP estimates and the CPS and NMES esdmatcs is diat the SIPP
estimates arc measuring the number of individuals who were uninsured at any time during a 28-
month period. This survey's data find that over a 28-month period (1986-88), 62 million individuals
were without health coverage at some time. The same data show that at any time, roughly 31 mil-
lion arc widiout coverage (close to estimates based on the CPS). This suggests that lack of health
coverage is 2 transitory phenomenon in many cases, but a core of uninsured remains.

It should be noted that in 1988 the Census Bureau redesigned its questionnaire. In doing so, the
estimates of uniasured Americans dropped from roughly 37 million to 31 million. Most of this adjust-
ment can be attributed to a more discrete classification of the coverage status of children. ‘Ihe ques-
tionnaire change led to a reduction in the number of children counted as uninsured, and hence, an
increase in the number of insured children.

October 1990
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THE FOLLOWING STATES HAVE HIGH-RISK
POOLS FOR UNINSURABLE INDIVIDUALS

California Nebraska
Colorado New Mexico
Connecticut North Dakota
Florida Oregon
Georgia Rhode Island
lllinois South Carolina
Indiana Tennessee
lowa Texas
Louisiana Utah

Maine Washington
Minnesota Wisconsin
Missouri Wyoming
Montana

December 1990
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HOW REINSURANCE WORKS

For more than two years, the Health Insurance Association of America (HIAA) has been developing
the components of a reform package designed to address the unique requirements of the small
employer market. These reforms, when taken as a whole, will ensure fair access to and continua-
tion of coverage for small employers and their employees. These reforms constitute a meaningful
basis for enhancing and expanding health care coverage.

Small employers, unlike their larger counterparts, are likely to go into and out of business frequent-
ly. Similarly, their employees tend to move from job to job frequently. Finally, small employers
change insurance carriers more often in an attempt to obtain more favorable rates. All of these fac-
tors, combined with growing health care cost pressures, make it exceedingly difficult for insurance
carriers lo provide coverage lo the small employer and they also make it more likely that individuals
within this market will lose health care coverage at some point. I IIAA’s small employer market
reforms tackle these problems in a reasonable and workable manner.

‘I he HIAA proposal would ensure that any small employer may obtain coverage (regardless of the
health condition of its employees or the inherent administrative burdens they pose). Hie following
examples illustrate how this would work.

SITUATION: Tom’s 'Free Trimmers opens for business with a full-time work force of five
employees. With workers engaged in dangerous work, where statistics suggest
that personal injury is far more likely to occur than in, say, a computer sales and
repair outlet, obtaining affordable health insurance may be difficult. Let us sup-
pose that two employees, Harry and Sam, have serious health problems, which
insurance companies term pre-existing conditions. To obtain coverage, the
presidentofTom’s Tree Trimmers could face the following options: terminate
Harry's and Sam’s employment, insure everyone except Harry and Sam, or pro-
vide no insurance for any of the employees.

SOLLriON: Under the 1IIAA reform proposal, Tom's Tree Trimmers would not be excluded
from coverage because it is engaged in dangerous work or because two of its
employees, |larry and Sam, have pre-existing conditioas. Also, the carrier selling
insurance to the company would be permitted to reinsure | larry and Sam, the
high risk employees (unbeknownst to Marry, Sam, and their employer), by paying
a rciasurancc premium. In exchange for the reinsurance premium, the reinsurer
would agree to reimburse the insurer for Harry’s and Sam’s costs.

SITUATION: During the course of the year a third employee at Tom'’s Tree Trimmers, George,
becomes seriously ill. Will his condition threaten coverage for himself or his
coworkers?

Health Insurance Association of America
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SOLUTION:

SITUATION:

SOLUTION:

SITUATION:

SOLUTION:

SITUATION:

SOLUTION:

Under HIAA’s reform proposal, insurance coverage would be maintained for all
employees, regardless of any of the employees’ conditions. Tom’s Tree Trimmers’
insurance carrier would be obligated lo renew the contract (unless the company
failed to pay its premiums in a timely fashion or was dishonest with the carrier).

George, who has had several months of poor health, is on the road to recovery.
He decides to leave Tom’s Tree Trimmers to gain experience at a small computer
sales and repair outlet, the Corner Computer Company. He is concerned that he
will not be able to obtain coverage with his new employer because of his health
record with Tom’s Tree Trimmers. He is aware that, prior to the reforms in the
small employer market, employees who changed jobs or employers that changed
carriers could face recurring pre-existing condition limitations. George realizes
that this could leave him without health care coverage.

Under the HIAA proposal, George would be guaranteed continuity of coverage
and would not be subject to any new pre-existing condition limitations if he chan-
ges jobs or his employer switches carriers, since he satisfied those while
employed by Tom'’s Tree Trimmers (this assumes that George did not allow his
coverage to lapse for a sustained period of time).

Both Tom’s Tree Trimmers and the Corner Computer Company are concerned
that their health premiums will rise inordinately if one or more employees is
found to be seriously ill.

Under the HIAA proposal, an insurance carrier would have to limit how much its
rates, based upon the group’s health history, varied. Carriers could vary their rates
for similar small employer groups (those with similar demographics, plan type,
and geographic area) by no more than 35 percent above or below their midpoint
rate (the midpoint rate is halfway between the carriers lowest and highest rate).
Carriers would also have to limit their industry rating adjustment to 15 percent.
Finally, the year-to-year premium increase for a group could be no more than 15
percent above the carriers “trend" (defined as the increase in the lowest new busi-
ness rate). To reflect cost differentials between managed care and non-managed
care products, carriers could establish separate trends.

A new firm, 'Free Doctors, Inc., opens for business in the same community as
Tom’s Tree Trimmers. Like its competitor, Tree Doctors employs five employees.
At the time it opeas for business, all of its employees are healthy. The president of
Tree Doctors, Inc. knows that he is in stiff competition with Tom’s Tree Trimmers.
He is concerned that he may be at a competitive disadvantage if any of his costs
are higher than those of'Fom's 'Free Trimmers. Since Tom’s Tree Trimmers has
been in business for some time, the owner of Tree Doctors, Inc. is concerned that
he may not be able to purchase health iasurancc coverage at a rate that will be
similar lo the rates charged to his competitor.

Under the I lIAA proposal, the availability of reinsurance combined with the
premium rate limits would moderate the premium difference between groups.
The HIAA plan would ensure that '‘Free Doctors, Inc. did not incur inordinately
high premiums relative to dcmographically similar firms.

December 1990
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SIMPLIFIED NUMERICAL RATING LIMIT ILLUSTRATIONS

Year 1990

1)

(3)

Typical Employerl- Carrier XYZ is selling a health plan to a typical employer at a midpoint
premium rate which amounts to $200 per month, per employee (i.e., this figure would be an
average of the premiums for some single persons and some families). The employer pays, on
average, 80 percent of the premium C$160); the employee pays 20 percent of the premium ($40).

Low Risk Employer - While asecond employer has similar demographic, area and industrial
composition as the typical employer, it has, on, average a very low health risk. Because the
employer is low risk, Carrier XYZ agrees to sell coverage at a rate which is 35 percent below
the midpoint rate of $200 per employee. In this instance, the health plan would cost $130 per
month, per employee. Of this amount, 80 percent ($104) is contributed by the employer and
20 percent ($26) is contributed by the employee.

High Risk Employer - A third employer has demographic, area, and industrial compositions
similar to the above employers but has a very high medical risk. Carrier XYZ may charge this
employer no more than $270 per month, per employee for the same health plan (35 percent
above the midpoint rate of $200). Of this amount, $216 (80 percent) is contributed by the
employer and $54 (20 percent) is contributed by the employee.

Year 1991

(4)

(5)

2
Assumption: Carrier XY Z’s “trend" (the percentage increase in their lowest new business rate

from 1990 to 1991) is 12 percent.

Typical Employer -Although the typical employer’s workforce remained the same, a num-
ber of employees became seriously ill during 1990 and submitted major claims. From 1990 to
1991, :arricr XYZ may increase the typical employer’s rates by no more than 15 percent above
"trend." Therefore, the rate charged to the typical employer in 1991 would be no more than
$254 per employee (12 perccnt+15 percent above the midpoint rate of $200). O f this amount,
$51 is contributed by the employee and $203 is contributed by the employer.

High Risk Employer - While the high risk employer’s workforce also remained the same,
several additional employees became seriously ill and submitted major claims. Since the high
risk employer is already at the lop of carrier XY Z’s rating limit, XYZ can increase the high risk
employer’s rates by no more than the trend. Therefore, the rate charged to the high risk
employer in 1991 could be no more than $302 per month, per employee for the health plan
(35 percent above the group’s 1991 mid-point rate of $224), which amounts to an increase
from 1990 to 1991 of no more than trend (12 percent). Of this amount, $60 is contributed by
the employee and $242 is contributed by the ctnploycr

Health Insurance Association of America
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By <“ypical"we mean asmall employer group thatdoes not contain an unusually largenumber
of cases with high or low medical risk. For example, a small employer group that has been
covered by a carrier for several years isoften going to be a typical employer. On the other hand,
asmall employer group that isnewly covered ismore apt to be considered low risk since in the
firstyear or so health plan costs are often lower (due to preexisting condition limits, for

example).

This isbelieved the best measure of a carrier*s general yearly increase inpremiums.

October 1990
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HEALTH CARE ACCESS IJEGISLATION BY STATE
ALASKA

House Bill581

Creates a Universal Health Care Task Force to design a cost efficient program allowing access to
a basic level of health care for all state residents. Members appointed by the gover tor to include
a representative of the insurance division. The task force is charged with soliciting advice and
information from all interested groups, including the insurance industry and includes considera-
tion of state health insurance for low income indigent residents, an uninsurable risk pool, rees-
tablishing the state catastrophic illness insurance program, mandated employer coverage and
virtually every other aspect of and option for health care coverage. Specifies delivery options.
Chapter 179-90. Effective February 1,1991.

Senate Bill326

Creates a grant program for community health care planning in municipalities and rural areas.
Chapter 107-90. EffectiveJuly 1,1990.

Senate Bill 334

Directs the U.S. Department of Health and Social Services to seek options and receive waivers
under the federal Medicaid program for the cost of home or community-based services for
dcvclopmentally delayed or disabled children and adults. Chapter 90-26. The bill became effec-

tive 5-4-90.
ARIZONA

House Bill2249

Expands coverage for pregnant women and infants under the Arizona health cost containment
system and increases the maximum allowable qualifying family income to 133 percent of the
federal poverty level. Chapter 90-27. The bill became effective 4-6-90.

CALIFORNIA
Senate Bill 1412

Establishes a state health care for the indigent program and appropriates money from Proposi-
tion 99 funds for allocation to counties that do not contract with the State's Department of
Health Services for the provision of health services to the indigent. Chapter 90-50. The bill
became effective 4-17-90.

Health Insurance Association of America
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COLORADO
House Bill 1305

Creates the Colorado Uninsurable Health Insurance Plan, designed to provide health insurance
coverage for eligible Colorado residents. Coverage is available for those residents considered
medically uninsurable because they had been denied health insurance coverage or because
such coverage is available to them only at prohibitively high rates. The initial premium rates for
coverage under the plan shall not exceed 150 percent of the standard risk rate established pur-
suant to subsection (2) of §10-8-512. Subsequent premium rates shall provide fully for expected
costs of claims, including recovery of prior losses and operating expenses. However, sub-
sequent premium rates shall not exceed 175 percent of the standard risk rate determined pur-
suant to subsection (2) of §10-8-512. Funding for losses of the uninsurable pool will be met by
imposing a $2.00 charge on Colorado taxpayers whose federal income tax return indicates an
adjusted gross income in excess of $15,000 for a single return, or a $4.00 charge on ajoint
return. This law becomes elective July 1,1990 and will remain in effect untilJuly 1,1993. The

bill was approved 5-31-90.

Senate Bill 63

Creates the Colorado Uninsurable Pool to provide health coverage for Colorado residents who
are medically uninsurable. Rates for coverage shall be between 150 percent and 175 percent of
the standard risk rate. Pool losses will be funded through premiums paid by insured participants
and by monthly assessments on each employed person. The assessment amount would range
between 10 cents per employee per month up to a maximum of 25 cents per employee per
month. This bill authorizes employees who are not eligible for an employer’s group health
insurance program to participate under the uninsurable pool with funding provided by the
employer in an amount equal to that paid by the employer for other employees. Employers may
pass assessments cn to each employee and qualify for a tax credit equal to the amount of their
assessments. Adds a new 39-22-117 to impose an additional tax on individuals whose federal
tax return indicates adjusted gross income in excess of $5,000, in the amount of $1.20 per
single/separate returns and $2.40 for every joint return. Such amounts will be transmitted to the
state treasurer and credited to the Colorado Uninsurable Health Insurance Cash Fund.

CONNECTICUT
House Bill5936

Alters the income eligibility for Medicare assignment by increasing limit on annual income from
150 percent to 175 percent of the qualifying income level established in the ConnPACE pro-
gram. Chapter 90-185. The bill was approved 6-6-90.

Senate BiU 342

Implements the recommendations of the Blue Ribbon Commission on 1llealth Care Access to,
among other things, (1) provide medical assistance to children from low-income families; (2)
authorize Medicaid to "buy-in" to employment-based plans for low-income persons and pay
COBRA continuation premiums; (3) authorize a new program for pregnant women whose
income is within 250 percent of the federal poverty level; (4) provide a grant program for
providers serving the uniasured In low-income communities; and (5) require the development
of a plan to lower Medicare cast shifting. In addition, this bill requires the Colorado Health Rein-
surance Association lo develop a special policy for small employers with employees who have
incomes below 20U percent of the federal poverty level. This proposal substantially reforms the
small group market bv (1) requiring insurers to accept all applicants in the small employer



market; (2) making such policies guaranteed renewable with few exceptions; and (3) imposing
limits on experience rating/durational rating and preexisting conditions. The bill establishes a
reinsurance pool to support the new guaranteed issue requirements funded by assessments not
exceeding 6 percent of the small employer premium base. The bill was approved 5-17-90. Chap-

ter 90-134.

FLORIDA
Senate Bill2794

Authorizes certain groups of small employers to sell "basic" policls but the bill remains
ambiguous about which mandated benefits may be omitted. Among the allowable exclusions
arc: co-insurance options, midwives and birthing centers, mastectomy prostheses, ambulatory
surgical benefits, home health care, and acupuncture. Furthermore, it alters required mental
benefits. This bill has been sent to the governor.

GEORGIA
House Bill 1696

Establishes the Indigent Care Trust Fund in order to, among other things, expand Medicaid
eligibility and provide primary health care to indigent citizens. Chapter 90-738. The bill became
effective 3-6-90.

Senate Bill 434

Among other things, provides that the profiles of groups of 50 or fewer members who are
separately covered under group accident and sickness insurance must be fully pooled for rating
purposes. It requires that insurers issuing individual major medical policies make available to
applicants optional cash deductible amounts of at least $5,000. Senate bill 434 also allows
insurers to offer higher optional deductibles to existing policyholders as a means of reducing
the cost of such policies or offsetting premium increases. Chapter 90-1338. The bill became

effective 10-1-90.

HAWATI
House Bill2908

Places a ceiling on the personal care services program expenditures, limiting total expenditures
to not more than 75% of the annual medical assistance cost to maintain recipients at their
appropriate level of institutional care. The medical assistance cost, which shall be the basis for
the expenditure ceiling, shall be determined by the department of human services. Act 145-90.

Effective June 15,1990.

Senate Bill3079

Raises L. - state general fund expenditure ceiling. Rates of payment to individual practitioners
shall be based upon the most current profile available of usual and customary fees and the per-
centage of the profile in proportion to the funds appropriated by the legislature. The director
shall submit a report to the legislature on or before January 1 of each year indicating an estimate
of the amount of money required to be appropriated to pay providers at the maximum rates per-
mitted by federal and state rules in the upcoming fiscal year. Act 263-90. EffectiveJuly 1,1990.
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IDAHO
House Bill582

Creates a medical assistance program for low-income persons not eligible under the state plan
for Medicaid. The program shall be a payer of last resort. Regulatory standards will be
developed for the eligibility requirements for participation in this program and for payment of
medical claims for eligible persons. Chapter 90-87. The bill was approved 3-23-90.

Senate Bill 1377

Amends section 39-5602, Idaho Code, to include “personal care services" in the Medicaid pro-
gram. Defines "case management" and other terms related to personal care services. Establishes
standards for personal care services. Chapter No. 90-326. The bill was approved 4-9-90.

ILLINOIS
House Bill3339

Appropriates $18,779,200. from the general revenue fund to the Board of the Comprehensive
Health Insurance Plan. Act 86-1059. Effective July 1,1990.

House Bill3528

Establishes a program whereby small employers may obtain affordable "no frills" group health
insurance to increase access to health care, assist in the reduction of the amount of uncompen-
sated care, and reduce the amount of uninsured state residents. Act 86-1407. Approved Septem-

ber 11, 1990.

IOWA
House Bill 2496

Requires insurers, upon request, to provide information to policyholders, including number of
claims processed to date, cost of such claims, and average cost per claim. This bill limits the cost
reporting requirements for group health insurance to once in a 12-month period and limits the
requirement to groups of more than 100 persons; it deletes the reporting of reserves. The bill

became effective 7-1-90.

KANSAS
House Bill 2610

Enacts new section in the Insurance Statutes and State Income 'l ax Statutes to provide income
tax credits for employers contributing to a health benefit plan for employees. Allows different
variables in coverage offered by employers to employees in order to obtain tax credits. The bill

was approved 4-12-90.

KENTUCKY

Senate Bill 239

Establishes a health care delivery network system. Among other things, this bill would (1) per-
mit Medicaid reimbursement of networks and practitioners and increase payments to family
practice physicians in certain undcrscrved areas; (2) encourage employers to provide health
insurance; and (3) allow premiums paid for health Insurance to be treated as an income lax
credit for state income tax purposes. The bill is effective 7-13-90.



Setuile Resolution 81

Urges the President of the United States and the U.S. Congress to develop a comprehensive sys-
tem to adequately address the health care needs of Americans. Adopted 2-21-90.

LOUISTANA
House Bill2030

Creates the Louisiana Health Insurance Association to make health insurance coverage available
to persons otherwise unable to obtain coverage due to health conditions. The program is similar
to the HIAA and NAIC model uninsurable pooling mechanism bills, requiring all companies
doing business in the state to become an association member; limits premium rates to not less
than 150% nor more than 200% of rates applicable for comparable standard risks. Coverage

shall consist of comprehensive benefits with specified optional deductibles. Excess losses are
finded through hospital admission charges. Policies are not required to be issued by the
association until the later of yearJuly 1,1991 or the date on which the association accumulates
service charges for an amount equal to the minimum capital and surplus requirements of domes-
tic stock insurevs regarding a certificate of authority to transact health insurance business. Act

131-90. ApprovedJune 29,1990.

MAINE
House Bill 1509

Establishes a third mandated care insurance plan demonstration program in one urban, one
rural, and one undetermined site for individuals without health insurance. This bill would con-
tinue two established sites until December 31,1992. Chapter No. 90-905. The bill became effec-

tive 4-24-90.
MARYLAND
Senate Bill 388

Provides comprehensive medical and other health care under the Maryland Medical Assistance
Program for: (1) pregnant women and children under the age of 1whose family income falls
below 185% of the federal poverty level; (2) children 1through 5 years of age whose family
income falls below 133% of the federal poverty level; and (3) children 6 and 7 years of age
whose family income falls below 100% of the federal poverty level. Chapter 90-418. Effective

July 1,1990.
MINNESOTA

House Bill2343

Among other things, provides that (1) certain data on eligible persons and cnrollees of the State
Comprehensive Health Plan be classified as private; (2) a person may enroll in the Plan with a
waiver of preexisting condition limitations provided certain requirements arc met; (3) every
Insurer which rejects or applies underwriting restrictions to an applicant for accident and health
insurance must piovide the applicant with written notice of rejection or the underwriting restric-
tions applied; and (4) under certain conditions, employers be liable to the Comprehensive

I lealth Association for the costs of any preexisting conditions of the employers’ former
employees or their dependents during the first 6 months of coverage under the Plan. Employers
arc required to pay a special assessment to the Association for tI* ecosts of the preexisting condi-
tions. Chapter No. 90-523. The bill was approved 4-26-90.
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House Bill2521

Substitute for SBN 2286 to add ten members to the commission currently studying the uninsured
situation in the state. Chapter No. 90-373. The hill became effective 8-1-90.

Senate Bill 1696

Includes the Commissioners of Human Sendees, Commerce and Health in the design of the
demonstration project foruninsured low-income persons. Revises enrollec eligibility and par—
ticipation requirements. Chapter 454. Effective April 17,1990.

Senate Bill2621

Establishes demonstration projects to al low health insurers and nonprofit health service plans to
extend coverage for health services to individuals or groups currently unable to afford
coverage. An insurer or health service plan corporation electing to participate in a demonstra—
tion projectmay apply to the commissioner for approval. Chanter No. 90-568. The bill was

approved 5-3-90.

MISSISSIPPI

House Bill 1269

Authorizes the Department of Health to contract with die state medical association to establish a
statewide program to provide medical services at no charge to uninsured persons unable to pay
for the services. Chapter No. 90-544. The hill became effective 7-1-90.

House Bill 1467

Among other things, defines Medicaid eligibilityand expands Medicaid reimbursement to
include periodic screening and diagnostic services. Chapter No. 90-548. The hill was approved

4-4-90.
House Bill2769

Increases the statutory limiton the annual appropriation to the state Medicaid program to
$160,000,000. Chapter No. 90-390. The bhill became effective 6-30-90.

MISSOURI

House Bill998

Establishes a pooling program for individuals (except those having coverage, Medicaid
recipients, a person having terminated coverage inthe pool unless 12 months have lapsed, any
person receiving $1,000,000 in pool benefits, and inmates of public institutions) requiring par —
ticipation by all insurers and self-insurers in the state. Pool losses will be borne by participants
according topremium volume (110 percent of claims for self-insurers) with assessments
allowed ns an offset against premium and other taxes. Coverage to be determined by the pool —
ing board, with rates of not less than 150 percent nor mo "¢ than 200 percent ofaverage
individual standard rales. This bill has been sent to the governor.

NEW HAMPSHIRE

House Bill 1348

Continues the process started by the committee on access to health care established in 1989,
332:2 by arranging for and overseeing an actuarial study for a benefits package, designing the



final benefits package, designing, but not implementing, a pilot program, and evaluating and
identifying funding needs and sources for an ongoing program. Chapter No. 90-227. The bill

became effective 7-1-90.

Senate Bill 403

Establishes a committee to study the problem of uninsurables in the state and the possibility of
establishing a comprehensive risk pool for the uninsurables. Ilic committee shall report itsfind—
ings to the legislature on or before December 1,1990. Chapter No. 90-159. The bill became
effective 4-19-90.

NEW MEXICO

House BIU.133

Expands the Indigent Hospital Claims Act to include any community-based public health pro—
gram operated by a political subdivision or other non-profit health organization that provides
prenatal care delivered by New Mexico licensed or certified health care practitioners. Chapter
No. 90-37. The bill became effective 5-16-90.

Senate BiU 293

Creates the Indigent Catastrophic Illness Hospital Funding Act to reimburse hospitals for eligible
claims incurred by the “fiedically indigent.” Wedically indigent” isdefined as a state resident
not eligible for Medicaid or Medicare whose income does not exceed 250 percent of the federal
poverty level. Chapter No. 90-93. The bill became effective 5-16-90.

OKLAHOMA

Senate BiU 346

Enacts the "Health Insurance Opportunities forEmployed Uninsured Oklahoman®s Act." Estab—
lishes the Ok lahoma Basic Benefits Board charged with approving and implementing the terms
and conditions of a state certified basic health benefits plan for those employers and employees
eligible for participation. EffectiveJuly 1,1990.

RHODE ISLAND

House BiU 7815

Memorializes the United States Congress to support the enactment of a national health
insurance act. Resolution 105-90. Adopted March 29,1990.

Senate BiU 1746

Provides for a basic health care plan to certain eligible persons delivered through managed
health care systems. The basic health plan shall be exempt from all nandatory benefits which
insurers are required toprovide to their insureds but shall include, ataminimum: (1) inpatient
hospital care up to 20 days per year; (2) certain oulpaticnt hospital care; (3) emergency room
care; (4) physician care and well baby exams with up to 6 visits in a child 3 firstyear and
childhood immunizations through age 8; (5) physician office visitsor community health center
visits for primary or sick care (up to 4 visits per year) and laboratory fees; (6) maternity carc; (7)
psychiatric and substance abuse care; (8) home nursing care up to 20 visits per year; and (9)
newborn metabolic and sickle cell screening, mammography and pap tests. EffectiveJuly 10,
1990. Chapter 90-271.
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