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Fede ra l R eg iste r / V o l. 53. No. 192 / T u e sd ay . O ctober 4. 1988 / N o tices

submissions arc currently deficient. 
Many submissions did not include raw 
data (instrument readings), adequate 
information on instrument calibration, 
or sufficient date on blanks and 
controls. The descriptions o f leaching 
and analytical methodologies were 
incomplete. Information needed to 
demonstrate that proper environmental 
controls (pH. temperature, and salinity) 
were maintained were not included in 
most submissions. In some cases, 
samples were stored beyond the period 
specified by the ASTM/EPA method; 
however, storage stability data were not 
submitted.

A l this time no release rate studies 
have been validated. Registrants were 
informed in an Agency letter da ted 
August 12.1988, that additional data/ 
information were required to be 
submitted before any decisions 
regarding specific release rates can be 
made.

In addition to the above deficiencies, 
many o f the submitted studies did not 
adhere to the ASTM/EPA method 
specification that the TBT concentration 
in the measuring tank not exceed 50 
ppb. This restriction was imposed to 
eliminate the possibility o f 
autoinhibition o f TBT release from the 
paint film. EPA and the ASTM 
committee suspect that the 50 ppb 
restriction may be too conservative. 
Testing is being initiated at EPA’s 
Environmental Chemistry Laboratory 
(ECL) in Bay SL Louis, Mississippi, to 
determine the true autoinhibilory 
threshold.

After the ECL test results are 
available and the registrants respond to 
the above Notice, the Agency will 
reevaluate each a'-udy. If  it Is 
determined that the measuring tank 
concentration did not exceed the true 
autoinhibilory threshold and i f the 
Agency finds that the registrant bos 
supplied the additional data/ 
information necessary to validate his 
submission, the Agency w ill use Ihe 
study for regulatory purposes.

f 8 . Release Rate Restriction 5
The proposed restrictions in Ihe 

Preliminary Determination specified that 
no TBT antifouling paint could be sold 
or distributed which exceeds the short­
term cumulative release (cumulative 
release over the first 14 days o f the 
ASTM/EPA teal) o f 188 pg TBT 
(Includes tributyltin and Iriphenyltin)/ 
cm1 or an average daily release rote 
(average over weeks 3 through 6) o f 4.0 
pg TDT/cm*/day. The propo.ed short­
term cumulative release restriction was 
indexed to the average releose rate 
restriction (3 X the average release rale 
over 14 days).

r  The short-term cumulative n lease 
was intended to reflect the inillu* surge 
o f TBT release when a freshly pa nted 
vessel is first placed in the water. It was 

i calculated by summing the time 
I weighted release for each samplin,’ over 
the first 14 days o f the test. The tin s 

I weighted release was calculated by 
| multiplying the rate o f TBT release fo ra  
gwen sampling time by the preceding 
length o f time between sampling times. 
The average release rate reflects the 
long-term TBT release pattern that is 
established after the initial surge. It is 
defir ;d as a simple average o f the 

i release rates measured over a certain 
\ number o f weeks.

In the Preliminary Determination, 
r  release rate values were normalized to 

aajust for variation between testing 
facilities and the avenge daily release

I
rate was defined as the mean o f 
individual release rates over weeks 3 
through 5. The Agency received 
numerous commet ts from TBT 
registrants and Lht F1FRA Scientific 
Advisory Panel regarding this analysis 
o f the release rate u ita . Most 
commenters felt that the proposed 
release rate restrictions should be 
adjusted to account fo r the variability o f 
the *est method but that normalization 
ws . )t  an appropriate means o f 
accounting for variability.

The standard test paint data were the 
i only data common to a ll registrants and 
I as such were used to evaluate the 
variability o f the ASTM/EPA release 
rate method; Additional standard test 
paint data and information on testing 
procedures from individual testing 
facilities submitted after the Preliminary 
Determination was Issued, were 
included in the Agency's analysis o f the 
method's variability. It was not possible 
lo establish that variation among testing 
facilities was attributable to systematic 
error, as was previously assumed. 
Variation associated with testing 
facilities Is now assumed to represent a 
component o f method variance. 
Normalization Is not appropriate under 
these circumstances, and the Agency 
agrees that release rate dota should not* 
be normalized. The available data could 
not bo analyzed by standardTTallatlcal 
procedures because sampling was 
unBSlanredXa wide va ria tlon ln  Ihe 
number o f samples per laboratory). The 
Agency could only perform a qualitative 
analysis o f the method's variability. It 
was determined that m ojt o f the 
.•ariubillty was *»<?ciatcd with testing 
umong diflertn rlaboratories and* 
sampimgover'tlme within a given test. 
Vafiaiforibetween replicate cylinders 
and between replicate runs was low by 
comparison.

The Agency has determined that, due 
lo Ihe incompletenalure o f the release 
rate data submissions and the 
uncertainty over autoinhibition, it would 
be inappropriate at this lime lo try lo 
Quantify Ihe vnriahilitv.associated with 
the EPA/ASTM method. The Agency is 
unabfino determine whether the high 
variance o f the results is attributable 
solely to the inherent variablity o f the 
method o r to possible improper conduct 
o f the release rate studies. It would also 
be inappropriate to determine a release 
rate restriction which attempts lo 
account for this variability based solely 
on the current data base.

For the present the Agency is keeping 
the Special Review op'en on the issue of 
release rates and js  deferring to jhe 
interim re leaserate restriction (4 fig / 
cmT/day) and certification program 
established bv OAPCA. Products will be 
certified on the basis o f the average 
daily release rate calculated from \
validated release rate studies conducted \ 
according to the current draft ASTM/
EPA method. Any new release rate data 
submission or resubmission (such as 
those required by the Agency's August 
12.1988 letter) w ill be reviewed and a 
determination regarding certification 
reached within 90 days o f the Agency's 
receipt o f such data.

The average daily release rate will 
now be calculated as the non- 
normalized mean o f a ll release rate 
measurements during weeks 3 through 
10. In the Preliminary Determination the 
average daily release rate was defined 
as the average o f release rates measured 
over weeks 3 through 5. However, 
examination o f the standard paint 
release tale data indicated that 
individual release rate measurements 
made during week 0 and beyond were 
equivalent to those made during weeks 3 
through 5. Release rate measurements 
beyond 10 weeks may be required for 
paints with atypical patterns o f TBT 
release over time. The additional 
measurements included in the 
calculation o f the average release rale 
are expected to increase accuracy.

The Agency will consider release rale 
levels again when additional 
environmental monitoring data are 
available and the release rata method is 
Improved. The Agency has already 
identified certain procedures within the 
method as potential sources o f 
variability and has Initiated 
experimentation lo  determine how the 
release rote method can be Improved.
This testing is further discussed In Unit 
VII. When the research is completed, Ihe 
Agency may decide to replace the 
current OAPCA release rate restriction



§ 46.03.720 Alaska Statutes § 46.03.720

(c) Notwithstanding other provisions of this section, slow-leaching 

TBT-based marine antifouling paint m a y  be imported into and sold in 
the state. A  slow-leaching TBT-based marine antifouling paint m a y  

be applied in the state only to aluminum vessel hulls and lower out­
board drive units. A l u m i n u m  vessel hulls and lower outboard drive 
units to which a slow-leaching TBT-based marine antifouling paint 

has been applied m a y  be imported~-mto and sold, rented, leased, or 
used in the state.

(d) This section does not apply to

(1)a vessel of the United States government;

(2) a foreign vessel in state water fewer than 90 consecutive days;

or
(3) a vessel of 4,000 gross tons or more.
(e) In this section

’(1) "slow-leaching TBT-based marine antifouling paint” means a 

TBT-based marine antifouling paint, but not a coating or other treat­

ment, that has a measured release rate equal to or less than 3.0 m icro- 

grams per square centimeter per day at steady state conditions deter­
mined under the U.S. Environmental Protection Agency testing proce­

dure, as outlined in the agency’s call-in notice of July 29, 1986, on 

tributyltin in antifouling paints under 7 U.S.C. 136 —  136y (the Fed­
eral Insecticide, Fungicide, and Rodenticide Act);

—  (2) "TBT-based marine antifouling paint or coating” means a paint, 

coating, or treatment that contains tributyltin, or a triorganotin c o m­

pound used as a substitute for tributyltin, and that is intended to 

control fouling organisms in a fresh water or marine environment;

(3) "vessel” means watercraft used or capable of being used as a 

means of transportation on water, including

(A) aircraft equipped to land on water; and
(B) barges. (§ 2 ch 67 S L A  1987)

Croa* reference*. — For provision* December 1, 1987, see § 3. ch. 67. SLA 
applicable to the importation of TBT- 1987 in the Temporary and Special Act*, based paint after June 13,1987, and until

Sec. 46.03.720. Construction a n d  operation of certain facili­

ties prohibited, (a) A  person m a y  not construct, extend, install or 
operate a sewerage system or treatment works, or any part of a sewer­

age system or treatment works, until plans for it are submitted to the 
department for review and the department approves them in writing 

and issues a written permit.

(b) A  person m a y  not construct, extend, install or operate a public 

water supply system, or any part of a public water supply system, 

until plans for it are submitted to the department for review and the 

department approves them in writing.

(c) The department m a y  waive the requirements of this section. 

<$ 3 ch 120 S L A  1971; a m  § 7 ch 220 S L A  1976)
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FAIRBANKS

1098 LAKEVIEW TERRACE 
FAIRBANKS, ALASKA 99701 

(907) 456-6473

JUNEAU

P.O. BOX V 
STATE CAPITOL 

JUNEAU, ALASKA 99811 
(907) 465-3466

TO: Representative David Finkelstein, Chairman
House Labor and Commerce Committee

FROM: Representative Mark Boy

RE: HB 71 - Alaska State Health Resources
Authority/Certificate of Need

Thank you for your prompt scheduling of HB 71. The bill would 
create the Alaska State Health Resources Authority in the 
Department of Administration. Under this legislation, the 
certificate of need (CON) process is changed to require 
the Health Authority to make a determination on how group 
health insurance costs would be effected by proposed new or 
expanded health facilities. The Department of Health and 
Social Services may not issue a CON until this determination 
has been made.

This bill and HB 69 (development of a state health care 
program) are a direct result of recommendations made by the 
Health Care Cost Containment Task Force, of which I am a 
member. The Task Force was formed by. the Legislature and 
charged with investigating, analyzing and recommending ways to 
reduce or stabilize the health insurance costs for State of 
Alaska employees. Senator Jim Duncan, chair of the Task 
Force, has introduced identical legislation in the Senate (SB 
83 and SB 84).

Attached is a copy of the bill and back-up information. Legal 
Services has drafted a sectional analysis, which I've also 
included along with the report by the Health Care Task Force.

The theme of universal health care at the state level is very 
prevalent today and many states are attempting to enact 
substantive reforms to provide all Americans with access to a 
basic level of health care. The federal budget deficit has 
caused^ many state legislatures to rethink this issue and to 
develop their own health care systems at the state level. 
Ohio has drafted a plan for Universal Health Insurance, which 
is modeled after Canada's national health system.

REPRESENTATIVE 
M A R K  BOYER

VICE-CHAIRMAN 
HOUSE FINANCE COMMITTEE

A l a s k a  J & ta ie  l e g i s l a t u r e

£3nuse of ^Reprcsintattbcs 

MEMORANDUM

DATE: February 13, 1991

FA IR BA N KS 20B



P a g e  Tw o
HB 7 1

As a member of the Health Care Task Force, I have studied this 
issue in great detail and feel very strongly that it is 
imperative that Alaska set up a separate health authority. I 
look forward to testifying on this legislation. Thank you for 
your assistance.

Please contact me or my staff, Alexis Miller, at 465-3467 if 
you have any questions.



DIVISION OF LEGAL SERVICES
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
P.O. Box Y, Juneau, Alaska 99811 
(907) 465-3867 o r 465-2450 
FA X  (907) 465-2029

Deliveries to: 240 Main Street
Court Plaza, Room 500

Mail Stop 3101

M E M O R A N D U M February 4, 1991

SUBJECT:

TO:

F R O M :

Alaska State Health Resources Authority - (HB 71)

Representative Mark Boyer

Michael F. Ford 
Legislative Counsel

As you requested, I have prepared the following section by section analysis of H B  71: 

Section 1 - Purpose.

Section 2 - Requires a copy of each application for a certificate of need, except 
emergency or temporary certificates, be provided to the authority.

Section 3 - Prohibits a certificate of ner xcept for emergency or temporary 
certificates, from being issued unless thi authority has issued a determination 
regarding the effect of the certificate on the cost of group health insurance.

Section 4 -

Sec. 21.77.010 - Creates the Alaska State Health Resources Authority within the 
Department of Administration. Requires the authority to establish and implement 
a reimbursement system and utilization standards. Requires the state, municipalities 
and school districts to use the system and standards established by the authority. 
Requires the authority to provide group health insurance to eligible employees of the 
state, municipalities, and school districts, as well as other employers who elect to 
participate.

Sec. 21.77.015 - Requires other agencies of the state to cooperate with the authority.

Sec. 21.7'/.020 - Establishes the board of directors of the authority and provide for 
the organization of the board.

Sec. 21.77.030 - Establishes the general powers of the authority.



Sec. 21.77.040 - Establishes the duties of the board and requires the authority to 
produce an annual report.

Sec. 21.77.050 - Establishes the executive director of the authority and provides 
authority to enter into contracts for professional services.

Sec. 21.77.060 - Requires the authority to procure insurance from a licensed insurer, 
unless the authority acts as a self-insurer. Establishes requirements for obtaining 
group health insurance.

Sec. 21.77.070 - Establishes the Alaska state health resources fund and provides for 
management of the fund by the board.

Sec. 21.77.080 - Requires the authority to collect sufficient funds as premiums to 
offset the expenses of the authority. Provides for investment of reserves.

Sec. 21.77.090 - Provides for participation in the group insurance offered by the 
authority. After an election to participate, requires that participation continue unless 
a waiver is granted by the board. Establishes requirements for obtaining a waiver of 
participation.

Sec. 21.77.100 - Definitions.

Section 5 - Requires that the legislature appropriate funds for the operation of the 
authority.

Section 6 - Provides that employees of the authority are in the exempt service.

Section 7 - Adds the authority to those state boards covered by the conflict of 
interest law, A S  39.50.

Section 8 - Requires the authority to file a report with the legislature on the 
establishment of a reimbursement system and utilization standards.

Section 9 - Effective date.

Represent*. :?ve Mark Boyer
February 4, 1991
Page 2
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7-LS0305XA.1
Ford

02/13/91

A M E N D M E N T

OFF ERE D IN T H E  SE NAT E B Y  S E N A T O R  D U N C A N

TO: SB 83

Page 5, after line 20:

Insert a new subsection to read:

"(c) If the authority elects to act as a self-insurer, the authority shall submit a plan of the 

intended insurance coverage and benefits to the legislature. The authority may not begin acting 

as a self-insurer until 60 days after the authority submits the intended plan of insurance to the 

legislature."



/

7-LS0305VA.2
Ford

02/13/91

A M E N D M E N T

OFFERED IN THE SENATE

TO: SB 83
B Y  S E N A T O R  D U N C A N

Page 7, after line 15:

Insert a new bill section to read:

"* Sec. 5. AS 24.20.206 is amended to read:

Sec. 24.20.206. DUTIES. The Legislative Budget and Audit Committee shall

(1) report to the legislature its recommendations relating to the confirmation of 

appointees to the Board of Trustees of the Alaska Permanent Fund Corporation;

(2) annually review the long-range operating plans of all agencies of the state 

which perform lending or investment functions;

(3) review periodic reports from all agencies of the state which perform lending 

or investment: functions;

(4) present a complete report of investment programs, plans, performance, and 

policies of all agencies of the state which perform lending or investment functions to the 

legislature within 30 days after the convening of each regular session;

(5) present to the legislature within 30 days after the convening of each regular 

session a review of the report of the governor under AS 37.07.020(d) with recommendations for 

needed legislation;

to the legislature the investment policy for the general fund surplus and for the income from the 

permanent fund;

(7) provide for an annual post audit and annual operational and performance 

evaluation of the Alaska Permanent Fund Corporation investments and investment programs;

(8) provide for an annual operational and performance evaluation of the Alaska 

Housing Finance Corporation and the Alaska Industrial Development and Export Authority; the 

performance evaluation shall include, but is not limited to, a comparison of the effect on various 

sectors of the economy by public and private lending, the effect on resident and nonresident

(6) in conjunction with the finance committee of each house recommend annually

-1.



I

employment, the effect on real wages, and the effect on state and local operating and capital 

budgets of the programs of the Alaska Housing Finance Corporation and the Alaska Industrial 

Development and Export Authority^

(9 ) p ro v id e  fo r  an  a n n u a l post a u d it an d  a n n u a l o p e ra tio n a l an d  p e rfo rm a n ce  

e va lu a tio n  o f  the A la s k a  S ta te  H e a lth  R eso u rce s  A u th o r ity ."

Renumber the following bill sections accordingly.

.2 *



7-LS0305VU '  '
Ford

02/27/91

Page 3, line 8, after "standards.":

Insert "The authority shall establish the reimbursement system and utilization standards

prospectively utilizing the most accurate information available to the authority regarding defined reliable

components of the reimbursement system and utilization standards."

Page 3, after line 22:

Insert a new subsection to read:

"(e) At least 60 days before implementing a reimbursement system and utilization 

standards, the authority shall provide public notice and accept public comments on the 

reimbursement system and utilization standards "

Page 5, line 1, after "(4)":

Insert "establish a grievance procedure to resolve disputes between the authority and participants;

(5)"

Page 5, line 12:

Delete "obtain"

Insert "procure or provide"

Page 5, line 16:

Delete "obtain"

Insert "procure or provide"

A M E N D M E N T

OFFERED IN THE SENATE BY SENATOR DUNCAN
TO: SB 83



7-LS0305VA.4
Ford

02/27/91

P age 1, lines 6 - 1 1 :

D elete all m aterial and insert:

"(1) by Ju ly  1, 1992, create and begin a phased  im plem entation o f statew ide geographic 

specific health care provider reim bursem ent system s and  utilization standards;

(2) after ju ly  1, 1992, begin the procurem ent o r provision o f a com prehensive group 

health  insurance program  for individuals, groups o f  individuals, o r  em ployers that the authority 

determ ines do  not have health insurance o r for whom health  insurance could be m ore co st effective if 

o ffered  by the authority ; the authority  m ay also procure o r provide health insurance to em ployers who 

e lect to participate in the group health insurance o ffered  by the authority; em ployer group health 

insurance m ay include coverage for eligible em ployees and  dependents;

(3) assure financial protection for participants and beneficiaries, provide equitable 

paym ent to health  care providers, and slow  the increase in health care expenditures;"

R ele tter the fo llow ing  paragraphs accordingly.

Page 2 , line 11:

D elete "offered"

Insert "procured  o r provided"

Page 2 , line 13:

D elete "evalua 'e  the need for group health insurance for residents o f  the state who are"

Insert "continue to evaluate and w here feasible o ffer a health insurance program  for those sectors 

o f  the state that rem air "

A M E N D M E N T

OFFERED IN THE SENATE BY SENATOR DUNCAN
TO: SB 83
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F E B  2  5 1 9 9 1

H B  71 : "A n A ct re la tin g  to the A lao ka S ta te  H e a lth  Resources
A u th o rity ; re la tin g  to th e  d e live ry , q u a lity , and fin an cin g  
o f h ea lth  care fo r resid en ts o f the sta te , and to the 
issu an ce  o f ce rtifica te s o f need; and p ro vid ing  fo r an 
e ffective  d ate ."

T h is  departm ent is  in  favo r o f th is  le g isla tio n  w ith  th e  changes noted below .

H B  71 w ould create a  H ea lth  Resources A u th o rity  in  the D epartm ent o f 
A d m in istra tio n  w h ich  w ould become the p u rchasing  e n tity  or m ay become the 
p ro vid er o f h e a lth  in su ran ce  coverage fo r sta te  em ployees, m u n icip a l em ployees, 
school d is tric t em ployees and other groups e lecting  to p a rtic ip a te .

Th e  departm ent recom m ends the fo llo w ing  changes to H B  71.

1 . M o veSectio n  4 o fth e  b ill from  T itle  21 to another t it le .

T h is  w ould avo id  co n flict w ith  the content and  purpose o f 
T it le  21 . T itle  21 is  designed fo r the reg u la tio n  o f the b u sin ess o f 
in su ran ce . Sectio n  4 , on th e  other h and , is  designed fo r th e  
purchase or p ro visio n  o f coverage. These tw o ro les ten d  to be in  
co n flict w ith  each o ther. F u rth e r, T it le  21 is  ad m in istered  and 
reg u lated  w ith in  the D epartm ent o f Com m erce and Econom ic 
D evelopm ent w h ile  Section  4 is  an a u th o rity  ad m in istered  under 
the D epartm ent o f A d m in istra tio n .

2 . E lim in a te  reg u la to ry  o versig h t o f the a u th o rity  by the D iv isio n  o f
Inmirancf).

Th e reg u latio n  o f one agency in  the e. recu tive  b ranch  b y another 
agency in  the execu tive b ran ch  is  not vj o rkab le . T h e  p o ten tia l fo r 
in terag en cy squabbles is  su b sta n tia lly  in creased  and other 
cond itions beyond the reg u la to ry  schem e m ay con tro l and 
p re v a il. T h is  a rise s  i f  the au th o rity  e le cts to become a d irect 
p ro vid er o f coverage. To a la rg e  exte n t, th a t should  be p a rt o f 
the re sp o n sib ility  o f the a u th o rity  Bo ard  o f D ire cto rs.

3 . P ro vid e fo r le g is la tiv e  o versig h t o f any m ove to p ro vid er sta tu s .

I f  the a u th o rity  e lects to become a d irect p ro vid er o f coverage, it  
b a s ica lly  en ters an  area th a t h as been a  sub ject fo r p riva te  
en te rp rise . Such  a move m u st, th erefo re , be sub ject to a  process 
th a t assu re s th a t conditions w a rra n t such  a m ove. T h is  should  
be done o n ly a fte r app ro priate h earin g s on th e  sp ecific m ove and 
the Le g is la tu re  has had an opportun ity to review  th e  proposal.

r
£



P O S IT IO N  P A P E R  - H B  71 
Page 2

€
4 . z- E xp an d  the rep o rt req u ired  in  page 4  to in clu d e com plaint*

against the mthnrity m  an element for review-
Th e fis c a l a c tiv itie s  o f the a u th o rity  are  a  reasonab le m easure o f 
the fin a n c ia l a c tiv itie s  and ra te  a c tiv itie s  o f the a u th o rity . A n  
e q u a lly  im p o rtan t a c tiv ity  is  one th a t deals w ith  how the 
a u th o rity  tre a ts those it  se rve s. C om p lain ts a re  one m easure o f 
a  firm ’s  success in  its  re la tio n s w ith  the p u b lic . I t  should  also  
serve  to le t the au th o rity  and the L e g is la tu re  know  how the 
p u b lic perceives the au th o rity  and the coverage it  p rovides.

5 . Change the cnst>benefit a n a ly s is  to b ian n u a l ra th e r th an  
trinnnnal.

A  g reater frequency o f coet-benefit a n a ly s is  is  d esirab le . A  
tw o -year period w ould assu re  th a t each Le g is la tu re  h as an 
o p p ortun ity to see and rev iew  such  in fo rm atio n . Th e  th ree-year 
approach w ould sk ip  every o ther Le g is la tu re .

G lenn  A /O ld s, Com m ission

G AO /D K/dgl8929D
022591c
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N A T IO N A L
G O V E R N O R S '
A S S O C IA T IO N

Booth Gardner 
Governor of Wuhlityiim 
Chairman

John Athcrnfi 
Govcrnnr of Missouri 
Vice Chairman

Raymond C. Seheppaeh 
Executive Director

Mall of the Statei 
♦44 North Capitol Street 
Waiihlnytnn, D.C. 20001*1572 
Telephone (201) rtH-JJOO

Senator Jim Duncan 
P.O. Box V
Juneau, Alaska 99811-3100 

Dear Senator Duncant

February 12, 1991

Thank you for the opportunity to review Senate Bill 83 which you
have introduced in the Alaska State Legislature. My comment* follow:

o 2 agree with your effort to use the purchasing power of state
government to contain cost for state employees and, perhaps as
important, to create a vehicle for private employers to forge a
public/private partnership to make insurance more available at a 
reasonable price. This is a fruitful area for state 
policymakers. As you may know, though most attention le focused 
on state Medicaid expenditures, state employee expenditures have 
been increasing at a greater rate than Medicaid. In previous 
research Health Programs at MCA has advocated states combining 
their health care purchasing dollars across programs in order to 
become more prudent purchasers.

o I appreciate your attempt to establish a uniform payment system 
to contain expenditures. Tying certificate of need to 
reimbursement can establish a mechanism for rationalizing the 
distrib.v-on of technology and capital which, as you know, 
quickly impact operating costs and service payment.

o One word of caution/ however. The language defining 
reimbursement system exlicitly identifies "geographic regions, 
actual provider costs, and availability of services" as the 
basis for payment. It seems to ire that geographic and 
availability can be subsumed under provider costs and, thus are 
interactive with respect to a payment method to an individual 
provider. You can, however, use geography and availability as 
peer grouping categories with actual provider costs used to 
array individual providers for facility-specific payment. In 
lieu of such a convoluted system, I suggest that the term 
"actual provider costs" be removed from the bill. Piret, the 
term seems to imply that you could not use a prospective payment 
method, but would have to "rebase" every year.
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Second, most major purchasers of cars, including Medicare, 
Medicaid, and private purchasers, no longer base their payments 
on cost because it ia inherently inflationary.

As you can see from my comments, I am supportive of what you are 
trying to do. However, please do not construe my support as 
representing the support of the National Covernors' Association.

If you have any questions concerning my comments, please call me at 
202/624-7812.

Sincerely,

John Luehri
Director of Health Programs



A L A S K A  S T A T E  A F E - C I O
2501 Coaumrdtl Dr. 
Ajuhor»g«. AUjlu 59501 
(907) 258-6284

MANO FREY 
Executive President

319 Ut Avt. 
Ftirbtnki, AUUct 99701 

{907) 45S2030

February 2 7 / 1 9 9 1

• .
Sena cot Jiih. Duncan 
P.O.;‘:6ox\Vp-.
Juneau*/ ,*A&. , ^9811

" * * . « 4 .
Dear Senattsfc. Duncan :v‘

* • % • , :* \ . »
On Thursday*1 February 21, the Executive Board of the Alaska AFL- 
CIO voted' Its unanimous support for SB-83, a measure introduced 
to decelerate the cost spiral of health care for Alaskans.

1 ' * ■ * . .
The unchecked increases in health care costs is of grave concern 
to all Alaskans. It has priced insurance right out of the market 
for. many small businesses, resulting in a drastic increase in 
the percentage of uninsured/ underinsured citizens. This in turn 
has. dumped a greater proportion of the costs on those of us who 
are fortunate enough to enjoy comprehensive insurance' coverage. 
Alaskans can no longer afford to leave this problem unresolved.

. \ • '
SB-83.’ is the most comprehensive, reasonable, and effective 
legislation we have ever-seen introduced in this area. It would 
provide a long-term policy rather than a short-term fix.

with regard to health care cost containment and access questions, 
all too often public officials are quick to agree that someone 
else should do something about it. The Alaska AFL-CIO applauds 
your leadership in the field of health care quality and access 
through your introduction of SB-83 and urges its passage.

President



N E A - A L A S K A
AFFILIATED WITH THE NATIONAL EDUCATION ASSOCIATION

ANCHORAGE REGIONAL OFFICE JUNEAU OFFICE FAIRBANKS REGIONAL OFFICE
1411 W. 33RD AVENUE 105 MUNICIPAL WAY. SUITE 302 2118 CUSHMAN STREET

ANCHORAGE. ALASKA 99503 JUNEAU. ALASKA 99801 FAIRBANKS. ALASKA 99701
(907) 274 0536 (907) 586-3090 (907) 456-4435

FAX: (907) 274-0551 FAX: (907) 586-2744 FAX:(907) 456-2159

February 27, 1991

To: Representative Finkelstein, Chair

Members, Ho u s e  Labor &  C o m m e r c e  Committee

Re:
H B  71: "An Act relating to the Alaska State Health Resources Authority; 
relating to the delivery, quality, and financing of health care for 
residents of the state, and to the issuance of certificates of need; and 
providing for an effective date."

N E A - A l a s k a  strongly supports a n d  encourages your favorable consideration of H B  

71.

T h e  creation of the Alaska State Health Resources Authority provides the 

opportunity for school districts a n d  public school employees to have access to a 
better and mor e  comprehensive system for providing health care benefits and 

services.

In cur public schools w e  currently have a variety of health care plans with 

different levels of benefit coverages and a wide range of p r e m i u m  costs.

B y  providing for health care reimbursement schedules and utilization standards 

through the A S H R A  school districts and the.r employees will have an increased 

opportunity to participate in a meaningful health care cost containment program. 

It has been patently unfair for the major share of increasing health care costs to 

fall directly on employees and employers through increases in health insurance 
p r e m i u m  rates.

A  comprehensive and viable health care system requires equal participation by 

providers, insurers, and benefit recipients. H B  71, through the creation of the 

A S H R A ,  gives Alaska a good start in this direction.

T h e  P H A S E  T W O  potential in H B  71 which provides for expanded participant 
pools will be of substantial benefit, especially for smaller school districts. Health 

insurance p r e m i u m  rates have been increasing at an alarming rate in m a n y  
districts.

Five years ago the state of N e w  Mexico created a public school health insurance 

authority for all public school employees. T h e y  have been able to contain, and 

even reduce p r e m i u m  costs, while increasing benefits in some instances.



Alaska must reach a consensus on health care problems, not just from an 
employee/employer perspective, but for everyone, especially for those w h o  do not 

have access to adequate care and for those to w h o m  it is becoming rapidly cost 

prohibitive.

H B  7) gives us a chance to get started in the right direction. W e  urge your 

support.

T h a n k  you for your consideration of our position.

Respectfully submitted,

B o b  M a n ners 
Executive Director

D o n  Oberg 

President

cc: Representative Boyer



A M E R I C A N  A S S O C I A T I O N  

O F  R E T I R E D  P E R S O N S

O L D E R  V O T E R S

A a R P  was founded in 1958 as a 

voluntary nonprofit and nonpartisan 

organization to help improve the quality 

of life of not only its members, but all 

older people. It is dedicated to helping its 

members meet the challenges of pre­

retirement and retirement living and 

achieve a dynamic maturity of 

independence and purpose.

In Alaska, more than 39,053 individuals 

belong to the American Association of 

Retired Persons. A A R P  volunteers serve 

their communities through a variety of 

programs, from free tax counseling to 

support for newly w i d owed persons. The 

Association also offers a variety of 

educational and advocacy programs for 

older workers, w h o  ma k e  u p  one-fourth of 

AARP's total membership.

A A R P ,  the largest membership 

organization of older Americans, totals 

more than 32 million nationwide. There 

are more than 3,500 local A A R P  chapters.

A A R P  initiatives marshal Association 

resources to address health care concerns, 

the status of minority elderly and issues 

concerning mid-life and older women. A  

n e w  emphasis has been placed on helping 

mid-life and older Americans cope more 

effectively with managing their personal 

financial resources.

O l d e r  people are generally eager to 

participate in all facets of political life. 

Older persons are often involved in 

registering voters, assisting voters in 

traveling to polls, and actually conducting 

poll operations on election day. They 

believe in the Eisenhower adage, "Politics 

should be thr part-time profession of 
every citizen.1

The voter turnout graph illustrates the 

participation rate of four age groups of 

Alaska voters in elections held between 

1980 and 1988.

VOTER TU RN OU T G R A P H

PECENT

I860 1964 1966

□  l H 4  c a n - 4 4  C 3  4 4 - » 4 I I t  I  UP

Piepaiod la  AARP by Election Data Sorvlces

1 9 9 1  A L A S K A  

L E G I S L A T I V E  P R O G R A M

PRIORITIES

HEALTH
■ Increase access to appropriate and affordable 

health care for all Alaskans by.
—advocating formulation of a health policy 
for Alaska
—supporting concept of state-mandated 
Insurance for the uninsured 
—seeking legislation and appropriations for 

ta comprehensive and coordinated program 
of home-, community-, and Institutionally- 
based services throughout the state 
—supporting availability of adequate health 
Insurance for all, Including those uninsured

ECONOMIC SECURITY AND BUDGET
■ Strengthen programs which will provide 

economic security for all Alaskans by:
—supporting legislation to stabilize the 
Longevity Bonus Program 
—advocating recognition of the economic 
and social value of the retirement 
community by supporting programs to 
encourage retirees to remain In Alaska 
—supporting full funding of present 
property tax relief to senior citizen 
homeowners and renters

SUPPORT ITEMS

«
* Support legislation to provide separate 

management of public pension funds 
■ Support efforts to Improve availability of 

Insurance by means of tort reform and/or 
Increased regulations consistent with 
adequate consumer protection

A L A S K A

State Legislative Committee

1991 
F A C T S

&

L E G IS L A T IV E

P R IO R IT IE S

A M P

SU003AK0090)
American Association 
of Retired Persons



ALASKA STATE LEGISLATIVE COMMITTEE

T h e  A A R P  Slate Legislative Committee 

(SLC) decides and promotes the legislative 

objectives to be sought by the Association 

in each state legislative session. C o m p o s e d  

of volunteers from the A A R P  membership 

across the state, the Committee works on 

behalf of not only A A R P  members, but all 

older persons and the state community.

Each year, the State Legislative Committee 

in Alaska selects legislative priorities 

based on the needs of the state's residents, 

using guidelines developed by the A A R P  

National Legislative Council. S L C  

members work with legislators to promote 

passage of legislation beneficial to 

Alaska's older population.

The Alaska S L C  participates responsibly 

in the legislative process from discussion 

of concerns, to a bill's conception, to its 

signing into law and the translation of its 

intent into administrative procedures and 

regulations. The S L C  volunteer "citizen 

lobbyists" are assisted by A A R P  legislative 

staff. Technical support for the state 

legislative program is provided by the 

A A R P  Public Policy Institute and by 

A A R P  program volunteers.

CHAIRMAN 
Mrs. Marie Mackenzie 
1620 Crescent 
Anchorage, AK 99508 
(907) 562-4895

VICE CHAIRMAN 
Mr. C. Keith Campbell 
P.O. Box 722 
Seward, AK 99664 
(907) 224-5631

SECRETARY
Miss Ann Walsh 

924 Kcllum 
Apartment 201 

Fairbanks, AK 99701 
(907) 456-6737

Mr. Ahfos Alter* 
Box 20304 
Juneau, AK 99802 
(907) 586-6680

MEMBERS
Mrs. Mary Lou Melners* 
805 Cold Belt 
Juneau, AK 99801 
(907) 586-2568

Mr. Robert Kallenberg 
Box 670307 
Chugiak, AK 99567 
(907) 688-2919

Mr. E. Arthur Patterson 
81 C Street 
Fairbanks, AK 99701 
(907) 456-7476

Mrs. Joan McKinnon 
5801 Radcli/fe Drive 
Anchorage, AK 99504 
(907) 337-0742

* Member. Capitol City Task force

ALASKA CAPITAL CITY TASK FORCE

CCTF COORDINATOR 
Mr. Amos Alter*

MEMBERS
Ms. Harriet Roberts 
230 S. Franklin Street 
Apartment 601 
Juneau, AK 99801 
(907) 463-3234

Mr. Warren Wild 
P.O. Box 32036 
Juneau, AK 99803 
(907) 789-7628

Mr.Robert Thibodeau 
1616 Glacier Avenue 
Juneau, AK 99801 
(907) 586-2138

M  ost State Legislative Committees have 

recognized that they need additional 

volunteers to help promote the A A R P  

legislative program to lawmakers, 

legislative staff, executive branch officials 

and other organizations. This need to 

strengthen the A A R P  presence in the state 

capital city has prompted m a n y  SLCs to 

create a Capital City Task Force (CCTF).

The primary role of the C C T F  is to help 

the S L C  promote and defend A A R P  

legislative interests before the state 

legislature. The S L C  m a y  also rely on 

C C T F  members to monitor and participate 

in the regulatory and rulemaking 

processes of the state. The duties of Task 

Force members range from testifying 

before legislative committees to preparing 

legislative updates to researching issues.

T o  ensure appropriate policy oversight of 

the C C T F s  activities the S L C  Chairman 

designates a S L C  m e m b e r  to coordinate 

the group. Capital City Task Force 

members belong to A A R P  and reside close 

to the Capitol.

* Member, State Legltlatlve Commltloe
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OFFICE OF PUBLIC AFFAIRS 
February 2, 1991 (12-91)
Contact: Rae Young Bond, 202/624-5330

HEALTH CARE REFORM: Rz FOR A HEALTHY AMERICA

WASHINGTON, D.C. —  The nation's Governors have made health care 

reform their number one priority this year for several reasons:

• Health care costs have risen so dramatically that states —  
who finance health care for the needy, directly provide 
services through public health and other programs, and pay 
for health benefits as employers —  find it increasingly 
difficult to fund other critical state priorities.

• Despite the expenditure of ever-increasing amounts of money,
access to health care services is limited and may become
increasingly limited.

• The shifting of costs and responsibilities from one payor to
another in the system is exacerbating the problems of both
cost and access and is contributing to an inefficient system.

• The current health care system is not structured to 
encourage the delivery of preventive health care services, 
which Governors increasingly understand is critical to a 
healthy and productive citizenry.

Health care in the United States is nearing a state of crisis. 

In 1983, the United States spent $357 billion, or 10.5 percent of 

the gross national product (GNP) on health cure. By 1989, those 

figures had climbed to more than $599 billion, or 11.5 percent of 

GNP —  that's $2,400 for every man, woman, and child in the 

country. Left unchecked, health care costs are projected to rise 

to $1.5 trillion, or 15 percent of the GNP, by the year 2000.

Yet, millions of Americans have limited or no access to the 

health care services they need. Based on insurance statistics 

alone, the figures are appalling. Approximately 31 million people 

are uninsured annually, and 37 million are uninsured in any given 

month. Governors, who are responsible for the health and welfare 

of their citizens, understand clearly that having health Insurance 

or Medicaid coverage does not ensure access to services, 

particularly for poor and rural citizens.

-more



Because there are so many other factors that make a difference in whether 

people actually have access to health care services, Governors must address 

the following kinds of issues: adequately funding public health efforts;

meeting the transportation needs of poor and rural citizens; coordinating the 

outreach efforts that result in people using health care services more 

effectively; and screening and licensing health care personnel and facilities.

Employers, the traditional source of insurance coverage for workers and 

their families, are experiencing double-digit increases in their employee 

health insurance premiums. Their responses have ranged from dropping coverage 

for their workers' dependents to decreasing coverage for their employees. For 

most small businesses, increasingly expensive health insurance is simply 

beyond their financial reach.

Governors are employers too. In fact, in some states, government is the 

largest single employer. And as employers, Governors suffer the same premium 

increases and face the same draconian choices as any other employer.

Where Poes Medicaid Fit?

While the Governors are taking an expansive view of health care reform in 

their initiative, "Ex for a Healthy America," it is clear that the genesis of 

their interest is their concern and frustration with the current direction of 

the Medicaid program.

Since its inception in 1965 as a program designed to provide health care 

services to women and children eligible for Aid to Families with Dependent 

Children (AFDC) and to the aged, blind, and disabled covered by federal 

Supplemeucal Security Income (SSI), Medicaid has grown to include a wide 

variety of special populations and services. This growth has created problems 

both in the states' ability to fund and effectively administer the program.

For instance, in 1980, Medicaid spending accounted for 9 percent of a 

state's budget; in 1990, it accounted for nearly 14 percent of all state 

spending. Further, the rapid expansion of mandated populations and federal 

micro-management of services has created an administrative nightmare.

The RGA Task Force on Health will consider and discuss a variety of 

conceptual options for restructuring the Medicaid program when it meets in 

Washington, D.C., on February 3, 1991. Although Medicaid is but one piece rf 

a larger puzzle, it is a  very large piece.

Wide-reaching and thoughtful discussion about Medicaid could lead to 

the creativeuse of its resources.

P/ige 2
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To provide the larger context for Medicaid and the other critical and 

interlocking issues in health care, National Governors' Association Chairman 

Booth Gardner of Washington established the Task Force on Health. The task 

force is working on two products that will be completed by August 1991: a

report on state options in health care reform and a policy on health care.

Task Force Report. The task force report will detail state options to 

both increase access to health care and control costs throughout the health 

care system. The options in the report will both identify incremental steps 

states have already taken successfully and describe comprehensive ways states 

can restructure their health care financing and delivery.

The report will guide states in reorienting their health care systems to 

emphasize preventive and primary care. Zt also will discuss how to overcome 

the barriers to the provision of preventive and primary care; barriers that 

riddle the current structure of the health care system.

The report will outline steps Governors can take to help the working 

uninsured. Constructive guidance will be offered to Governors interested in 

working with their business community to help small businesses obtain 

affordable health insurance for their employees. It will offer suggestions to 

help stabilize the insurance situation for businesses that now provide health 

;e coverage but are finding it increasingly difficult to do so. 

variety ~,f options for expanding access to health care for the

non-working population will also be covered. The options will range from 

expanded use of Medicaid and Medicare to the development of a totally new

publicly funded health insurance program for non-working people.

Because the Governors know that without significant new cost controls, the

goal of increasing access to care will never be realized, the report will 

contain a wide range of options for cost containment.

The report will describe a series of incremental and discrete cost control 

strategies, such as the expanded use of managed care programs, administrative 

reform, and medical tort reform. It will also suggest bold and innovative 

strategies, such as a state-level all-payor system and global budgeting for

the control capital «n>Migi9a»*_________________________________ _______________

* All-Pavor System; A system in which association of purchasers come 
together to negotiate payment with an association of providers.

Global Budgeting: The idea of defining limits on the total amount of 
health care expenditures. Allocations are then made within that amount.

Hanaaed Care: The concept of managing the access to health care, the
utilization of services, and the cost of care.

P age 3
What Are the Governors Doing?
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Finally, although the focus of the report will clearly be on state action, 

the report will contain suggestions for federal action that would help the 

states implement the strategies.

Policy on the Federal Bole. To complement the report, the task force will 

develop a policy for consideration during their annual meeting in August 1991. 

The policy will focus on the key issues that would require federal action to 

restructure the health care sy.item. The policy will focus on recommendations 

on the future of the Medicaid program, changes in Insurance practices, and 

small market reforms to enhance increased access to health insurance.

Page A

How Are the Covernora Bearhina Ont?

The Governors began the process of reaching out to a wide variety of 

people when they hosted a national conference on health care reform in 

September 1990. During the two-day conference, some of the best health policy 

analysts and expertB in the country participated in roundtable discussions. 

The participants and Governors explored Issues ranging from ensuring the 

delivery of quality care to helping business find affordable, stable insurance 

policies; from insurance practice reforms to the individual's responsibility 

for health care. That conference gave the task force valuable information and 

insight with which to begin its work.

As the report is developed, Governors will seek extensive feedback and 

"reality-testing" from the wider community. This spring, Governors will hold 

a series of regional meetings to elicit comments on drafts of the report from

business, labor, the insurance industry, and the provider community.

Further, the Governors will host a working meeting of state health policy 
analysts and health and human service executives to invite review and comment
on the report as it moves to its final form. By involving the widest variety
of interested people, Governors believe the strategies in the report will be 
tested for "workability" and will have benefitted from the best thinking of 
those involved in the health care system.

Whst_5appgna_Beyond the Task Force?
Although the formal work of the task force will conclude in August 1991, 

the issue of health care reform will remain a high priority for the nation's 
Governors. As the Governors begin to implement the recommendations contained 
in the report, policymakers at all levels of government will have the 
opportunity to learn more about what works and what does not.

The Governors want to have the participation and cooperation of their 
federal partners in fashioning innovative approaches to health care reform. 
As the Governors and their federal partners evaluate these approaches, there 
will.be opportunities to develop an informed national consensus about how best 
to move the* nation's health care system toward a day when access to health 
care can be ensured for everyone at prices all can afford.

3 0 -
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P ER C EN T  OF U.S. HEALTH CA RE EXP. BY SO U RCE OF PAYMENT 1989

STA TE AND LO CAL G O V T  11.5%



Chart2 A R T H U R  J. G A L L A G H E R  i

P ER C EN T  O F ALASKA HEALTH CA RE EXP . BY SO U RC E OF PAYMENT 1989

STA TE  AND LO CAL G O V T . 22.9%
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1989 S T A T E  OF ALASKA HEALTH C A R E  EX PEN D ITU R ES  FOR STA TE AND

LO C A L G O V T .

OTHER PROGRAM S 28 MILLION

M UNI/POLYSUBS 40 MILLION
S T A T E  E E ’S  110 MILLION

WORKMANS COMPENSATION 11 MILLION
M EDICAID 121 MILLION

T O T A L  S T A T E  G O V T  H E A L T H  C A R E  E X P E N D IT U R E S  

1989 ......................310 M ILLIO N
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POPULATION

H.C. EXPD.

PER.CAP. H.C. EXP.

STATE OF ALASKA

1979

401,000 

$480 MILL. 

$1197.00

1984

522,000 

$710 MILL. 

$1360.00

1989

534,000 

$1.34 BILL 

$2524.00

-6 -
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A R T H U R  J. G A L L A G H E R  i  C O

STATE OF ALASKA 
HEALTH CARE EXPENDITURES STUDY

M E T H O D O L O G Y

Due to the nature of this study it was necessary to compile 
statistics from numerous sources in order to supplement our 
existing health care data base.

This information while current and credible had to be manipulated to 
assure that the parameters and time periods were similar.

The evaluation and reporting of data is according to standard 
statistical analysis procedures in order to assure accuracy within 
+/- 10%.

THE INFORMATION CONTAINED IN THIS REPORT IS OUR 
INTERPELLATION OF THE DATA ON HEALTH CARE EXPENDITURES IN 
ALASKA AND THE UNITED STATES.

SOURCES

Battelle Study
Dept, of Health and Social Services*
Division of Retirement and Benefits*
Division of Insurance*
State Demographer*
Institute of Social and Economic Research ( Univ. of Alaska ) 
Health Care Financing Administration ( HCFA )
U. S. Bureau of The Census

'S t a l e  o l  A la s k a

-7-



c - C
A R  i - t U R  J. G A L L A G r s f l  a  -2

DEFINITION OF HEALTH CARE PAYORS

STATE / LOCAL GOVERNMENT (Alaska)

State employees/retirees and dependents
Political subdivisions employees/retirees and dependents
Medicaid recipients (50%)
Workmans Compensation medical benefits 
Community based health programs 
Pioneer Homes 
General relief medical

FEDERAL

Federal employees / retirees and dependents
Indian Health Services
CHAMPUS
Veterans Adm inistration
Medicare
Medicaid (50%)

PRIVATE 

Private pay
Private health insurance

DIRECT CONSUMER PAYMENTS

Health care costs paid directly by residents to providers 
(deductibles,co-payments, uninsured procedures

- 8 -
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HEALTH CARE COST CONTAINMENT 

TASK FORCE 

REPORT TO THE LEGISLATURE

Draft Outline

Introduction

A. History of Task Force.
1. Beginnings
2. Purpose
3. Accomplishments

B. Extension.
1. Finish investigation of long range solutions.
2. Effects of uninsured/underinsured residents' health care.

Investigation and work plan.

A. Determine the nature and extent of rising health care 
costs in Alaska

B. Work Plan
1. Research.
2. Surveys.
3. Public hearings.

Findings: Nature of health care in Alaska.

A. Funding sources (Fed., State, local govt., and private).
B. Alaska population health care payment and accessibility 

demographics
C. Health care provider demographics.



c c

IV. Findings: Sources of health care cost increases.

A. Previous capital expenditures
B. Labor availability and cost.
C. Technology.
D. Uncompensated care.
E. Costs associated with litigation.
F. Inefficient delivery and reimbursement systems
G. Cost shifting from other programs
H. Federal program changes.
I. Health care market place competition issues

V. Long term cost containment proposals.

VII. Recommendations

VIII. Future considerations for Health care in Alaska
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EXECUTIVE SUMMARY

The purpose of this section of the report is to give an overall perspective 
of the problems facing Alaska with rapidly rising health care costs and 
propose solutions to stem this problem.

OVERVIEW

Health care costs in Alaska are rising at a pace two and three times the 
inflation rate for all other goods and services. In 1989, total Alaska 
health care expenditures are estimated to be in excess of 1.5 billion 
dollars up from 250 million in 1979, with no substantial change in the 
states population.

Health care expenditures have been rising at a rate of over 20% each of the 
last five years in Alaska. These trends are not unique to Alaska alone. 
Nationally, the Federal Government and virtually all other states are 
seeking ways to reduce these expenditures or slow the health care 
inflation rate to be in line with the market basket CPI.

These rapidly rising costs further exacerbate the uninsured population in 
Alaska, which recent estimates indicate that more than 90,000 Alaska 
residents are uninsured. This increase in costs have substantially driven 
up health insurance premiums for all employers , making it very difficult 
if not impossible, to continue coverage.

The Health Care Cost Containment Task Force initially was charged with 
the task of investigating , analyzing and recommending ways to reduce or 
stabilize the health insurance costs for State of Alaska employees, 
retirees and their dependents. With this work completed and showing 
favorable results, the Task Forces' charge was expanded during the last 
session to include reviewing the health care costs for all Alaska 
residents.

HCCCTF-91/2
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The Task Force, in its expanded role, has investigated.the problem of 
rapidly increasing health care costs in Alaska through public testimony, 
surveys, research (statewide and nationally) and a detailed analysis of 
options available to the state.

During this review the Task Force has identified not a sole culprit but 
numerous contributing factors that must be reviewed in a all 
encompassing manner to provide the best long term solutions. The 
contributing factors identified by the Task Force Include:

* Inefficient Medical Care Delivery Systems
* Overbuilt Health Care Facilities
* Cost Of New Medical Technology
* Malpractice Insurance Costs and Protective Measures
* Limited competition For Providers/Insurers
* Health Care delivery System Waste, Overhead And Administrative Costs
* Limited Wellness Promotion And Resources
* Large population of Under/Uninsured Residents
* Cost Shifting Between Public and Private Health Plans
* Life Style diseases and injuries
* Mandated Benefit Coverage
* Limited Access to Private Health Plans
* No Managed Care Delivery Systems IN Place

Although a long and far reaching list each item must be comprehensively 
addressed to achieve the stated goal of stabilized medical costs in Alaska 
and basic Health coverage for all Alaskans'.

F I N D I N G S

The Health Care Cost Containment Task Force has been reviewing the 
causes for the rapidly rising costs in the State Of Alaska not only for 
State sponsored plans, but health care costs statewide.

1. Health care expenditures in Alaska have increased 157.2% over the last 
10 years, the second highest in the nation12

1

2 Families USA Foundation Report Nov.1990
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FINDINGS CONT.

2. The health care expenditures portion of the State of Alaska budget is 
the fastest growing component of the whole budget, 385.5 Million in FY 
90, and at this pace will exceed 2.0 Billion in FY 95.

3. The number of uninsured residents in Alaska has increased at an 
alarming rate to a estimated 90,000 uninsured residents, representing 
16.5% of the total population in Alaska.

4. The cost of providing health coverage for State employees and their 
dependents has been reduced and stabilized at $385.00 for FY 90 and 91. 
This compares favorably with the most recent survey of State's health 
care premiums that showed only one other state (Arizona) premiums were 
reduced, and three other State’s premiums were held at the 1989 level3.

5. The survey done by the Task Force revealed :

3 S u r v e y  o f  S t a t e  e m p l o y e e  h e a l t h  b e n e f i t  p l a n s  1 9 9 0  M a r t in  E  S e g a l  C o m p a n y
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DISCUSSION DRAFT '

STATE OF ALASKA 
HEALTH CARE COST CONTAINMENT TASK FORCE

RECOMMENDATIONS

The Health Care Cost Containment Task Force has over the last nineteen 
months reviewed the rapidly increasing costs of health care in Alaska and 
have identified not one sole culprit but many contributing factors that 
collectively drive the health care economy in Alaska.

The Task Force has identified the following main contributing factors 
* that should be focused on as a minimum starting point to bring health 

care expenditures in control for Alaska.

‘ Low occupancy rates at facilities
‘ Cost shifting from other programs
‘ Federal program cost shifting
‘ Inefficient delivery systems
‘ Uninsured / underinsured Alaska State residents
‘ Accessibility of care
‘ Mandated coverage costs
‘ Lack of involvement and education for end users
‘ Lack of current and meaningful data

After evaluating the many contributing factors , the following 
recommendations are derigned to provide long term health care cost 
management for Alaska.

1.Establish a State Health Insurance Authority that would be responsible 
for:

A. Establishing and maintaining health care provider payment and 
utilization schedules taking into consideration geographic.availability, 
medical necessity and overall cost effectiveness (potentially using an 
established system as a foundation);
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B. Establish a health care procurement and financing pool to 
maximize purchasing power for;

i State , local gov't and political subdivisions (Voluntary) 
ii. Underinsured/uninsured for State residents 

iii.Small employers plan 
These Pools would be governed by a board and would provide 

health insurance on the most cost efficient basis.

C Collection and analysis of state health care utilization/cost 
data, to recognize trends and recommend solutions to the appropriate 
en tity .

.2 Continued monitoring and certifying of facilities.expansion and 
substantial equipment purchases to assure need and eliminate duplication 
or unnecessary expense.

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

4. Provide health care for the underinsured/uninsured at an affordable 
premiums.

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



StateSide
Discussions with Health Policymakers b y  L in d a  D e m k o v ic h

A l l i a n c e  S t r i v e s  f o r  U n i v e r s a l  C o v e r a g e

itflwln
Mm m rProject •

JKtftfflL
J a n u a r y  19 91

In  19 88 , a f t e r  a  l e g i s la t i v e  e f fo r t  th a t  
w o u ld  h a v e  a l l o w e d  a ll M in n e s o ta  
r e s i d e n t s  to  b u y  i n to  a  b a s i c  " C h e v ­
r o le t "  i n s u r a n c e  p l a n  to  c o v e r  h e a l th  
c a r e  c o s t s  f e l l  a p a r t  In  a d i s p u t e  o v e r  
f in a n c in g ,  R e p .  P a u l  A n d e r s  O g r e n  
d e c i d e d  It w a s  t i m e  to  d o  w h a t  h a s  
b e c o m e  k n o w n  In  t h e  p o l i t ic a l  w o r ld  
a s  " n e tw o r k in g ."

T h e  t h e m e s  s o u n d e d  a g a in  d u r in g  
th e  d e b a t e  o v e r  t h e  M in n e s o ta  in s u r ­
a n c e  p la n ,  O g r e n  s a id ,  " w a s  th a t  it 
w ill b e c o m e  a  m a g n e t  f o r  p e o p l e  
w h o  a r e  III, t h a t  i t  w ill  p u t  [ th e  s t a t e )  a t  
a n  e c o n o m i c  d i s a d v a n t a g e  r e la t iv e  
to  I ts  n e ig h b o r s ,  th a t  th e  p r o b l e m  
h a s  to  b e  s o l v e d  b y  f e d e r a l  a c t io n ,  
b e c a u s e  o f  t h e  s h e e r  c o m p le x i t y  a n d  
th e  c o s t . "

L o o k in g  a r o u n d ,  h o w e v e r ,  O g r e n  
r e a l i z e d  th a t  m a n y  o th e r  s t a t e s  w e r e  
a l s o  tr y in g  to  a d d r e s s  t h e  p r o b l e m s  
o f  t h e  u n i n s u r e d  a n d  th a t  a  f e w  -  
m o s t  n o ta b ly  M a s s a c h u s e t t s  a n d  
O r e g o n  -  h a d  a c tu a l l y  s u c c e e d e d  in  
e n a c t i n g  s u b s t a n t i v e  r e fo r m s .  T h e  
p r o b le m ,  In  h i s  v ie w , w a s  th a t  t h e y  
w e r e  d o i n g  s o  in  i s o la t io n ,  w ith  n o  
m e a n s  fo r  s h a r in g  in fo r m a t io n  a n d  
l e a r n in g  h o w  to  a v o i d  e a c h  o t h e r 's  
m i s t a k e s .  " T h e r e  w a s  n o  r e s o u r c e  
n e tw o r k  fo r  p r o g r e s s i v e  l e g i s la to r s  
p u s h i n g  fo r  u n iv e r s a l  h e a l th  c a r e  a t  a  
s ta t e  l e v e l , "  h e  o b s e r v e d .

T h a t 's  w h e n  th e  M in n e s o ta  D e m o ­
c r a t  h i t  o n  t h e  I d e a  o f  l a u n c h in g  th e  
S ta t e  A l l ia n c e  fo r  U n iv e r s a l  H e a lth  
C a r e  -  " a s  s o r t  o f  a  s i g n a l  to  l e g i s la ­
to r s  a c r o s s  t h e  c o u n t r y  th a t  w e  c a n  
b e  a  d a m n e d  s i g h t  b o l d e r  th a n  w e  V e  
b e e n  th u s  fa r ."

In  m id - D e c e m b e r ,  In  c o n c e r t  w ith  
t h e  H e a lth  C o m m i t t e e  o f  t h e  N a t io n a l  
C o n fe r e n c e  o f  S t a t e  L e g i s la tu r e s  
(N C S L ), t h e  A l l i a n c e  c o - s p o n s o r e d

a  s p e c i a l  tw o - d a y  s e m in a r  o n  th e  
t h e m e  " E x p a n d in g  A c c e s s  to  H e a l th  
C a r e ."  T h e  s e s s i o n ,  a  fo l lo w - u p  to  
t h e  A l l ia n c e 's  f i r s t  fo r m a l  m e e t in g ,  
w h ic h  w a s  h e l d  In  A u g u s t  1 9 9 0  In  
N a s h v i l le ,  t o o k  p l a c e  J u s t  b e f o r e  th e  
N C S L 's  r e g u la r  s ta t e - f e d e r a l  a s s e m ­
b ly  in  W a sh in g to n , D .C ., a n d  a t tr a c te d  
6 0  a t t e n d e e s .  A m o n g  th e  f e a tu r e d  
s p e a k e r s  w e r e  S e n .  E d w a r d  M . 
K e n n e d y  (D -M A) a n d  m a v e r ic k  S e n a ­
to r - e l e c t  P a u l  W e l l s to n e  (D -M N ).

In  s e p a r a t e  in te r v ie w s  a f te r  th e  
s e m in a r ,  S ta te  H e a lth  N o t e s  t a l k e d  
a b o u t  th e  A l l ia n c e  a n d  th e  p r o s p e c t s  
fo r  e n a c t m e n t  o f  a  u n iv e r s a l  h e a l th  
c a r e  s y s t e m  w ith  b o th  O g r e n  a n d  
O h io  R e p .  R o b e r t  F. H a g a n  (D ), w h o  
i s  m e m b e r  o f  th e  A l l i a n c e 's  b o a r d  o f  
d ir e c to r s .

"A  D o lla r  i s  A  D o l l a r

T h e  im m e d ia te  a im  o f  t h e  A l l ia n c e  
i s  to  b u i ld  "a  c o a l i t io n  o f  l e g is la t iv e  
l e a d e r s . . .  c o m m i t t e d  to  t h e  g u a r a n ­
te e  o f  u n iv e r s a l  h e a l th  c a r e  In e a c h  
o f  o u r  s t a t e s . "  L o n g e r  te r m , a c c o r d ­
in g  t o  th e  m i s s i o n  s t a t e m e n t  d r a f t e d  
in  A p r i l  19 90 , " o u r  c o l l e c t i v e  e f fo r t s  
m u s t  a n d  w ill c u lm in a te  In  a  n a t io n a l  
re so lu tio n , th r o u g h  th e  C o n g r e s s  a n d  
P r e s i d e n t "  In  s u p p o r t  o f  u n iv e r s a l  
c a r e .

A t  p r e s e n t ,  n e i th e r  O g r e n  n o r  H a g a n  
s e e s  s i g n s  th a t  f e d e r a l  p o l i c y m a k e r s  
a r e  c l o s e  t o  a c h i e v in g  th a t  g o a l  o r  
th a t  t h e y  a r e  c o m m i t t e d  t o  h e l p i n g  
th e  s t a t e s  a c h i e v e  i t  b y  e l im in a t in g  
s o m e  o f  t h e  b a r r ie r s  th a t  C o n g r e s s  
h a s ,  o v e r  t h e  y e a r s ,  th r o w n  In  th e  
s t a t e s '  w a y .

" T h e  r e a s o n  fo r  th e  p r o l i fe r a t io n  
o f  o r g a n i z a t io n s  l ik e  t h e  A l l ia n c e ,"  
s a i d  H a g a n , t h e  c h i e f  s p o n s o r  o f  t h e  
U n iv e r s a l  H e a lth  I n s u r a n c e  f o r  O h io

(U H IO ) p la n ,  w h ic h  I s  m o d e l e d  o n  
C a n a d a ’s  n a t io n a l  h e a l th  s y s t e m ,  " Is  
th e  r e a l iz a t io n  th a t  t h e  f e d e r a l  g o v ­
e r n m e n t  c a n n o t  d o  i t . "  P r o b le m s  -  
r a n g in g  fr o m  th e  fa ilu r e  o f  th e  s a v ­
i n g s  a n d  lo a n  in d u s t r y  a n d  th e  b u r ­
g e o n i n g  b u d g e t  d e f i c i t  a t  h o m e  to  
th e  t h r e a te n in g  s i tu a t io n  In th e  P e r ­
s ia n  G u l f  -  w ill c o n t in u e  t o  d iv e r t  
W a s h in g to n  p o l i c y m a k e r s  fr o m  th e  
h e a l th  s y s t e m  c r is is ,  t h e  O h io  la w ­
m a k e r  s a id .

A t  t h e  s a m e  t im e ,  H a g a n  s a id ,  th e  
f e d e r a l  g o v e r n m e n t  h a s  th r o w n  u p  
r o a d b l o c k s  -  t h in g s  s u c h  a s  E R IS A , 
t h e  f e d e r a l  p e n s i o n  l a w  th a t  b a r s  
s ta  t e s  f r o m  r e q u ir in g  c o m p a n i e s  th a t  
s e l f - in s u r e  to  c o m p l y  w i th  m a n d a t e d  
h e a l th  i n s u r a n c e  b e n e f i t s  a n d  r is k -  
p o o l  la w s , a n d  a  c u m b e r s o m e  w a ive r  
p r o c e s s  th a t  d i s c o u r a g e s  t h e  s t a t e s  
fr o m  e x p e r im e n t in g  w ith  M e d ic a id  
r e fo r m s .  "I w o u l d  l ik e  t o  s e e  a  w a iv e r  
g r a n t e d  th a t  w o u ld  a l lo w  o n e  s ta t e  to  
im p le m e n t  a  s in g le -p a y e r  s y s t e m  a n d  
w o r k  i t  o u t  o v e r  a  p e r i o d  o f  f iv e  to  te n  
y e a r s , " h o  s a id .

T h e  c o n c e p t  u n d e r ly in g  t h e  U H IO  
p la n  i s  n o t  a  n e w  o n e ,  a f te r  all, H a g a n  
c o n t in u e d .  " T h is  I s  s o m e t h i n g  th a t  
h a s  b e e n  I m p l e m e n t e d  In  C a n a d a .  
A t  s o m e  p o in t ,  w e  h a v e  to  a d m i t  th a t  
s o m e o n e  h a d  a  b e t t e r  I d e a ."  L ik e  
C a n a d a , w h ic h  s o l d  i t s  s y s t e m  p r o v ­
in c e  to  p r o v in c e ,  " w e  h a v e  to  g o  
s ta t e  to  s t a t e  u n ti l  w e  c o n v i n c e  ( th e  
f e d e r a l  g o v e r n m e n t ]  o f  t h e  n e e d  fo r  
a  n a t io n a l  p l a n . "  U n til th a t  h a p p e n s ,  
" w e 'l l  h a v e  to  ta k e  r e s p o n s ib i l i t y  fo r  
o u r  o w n  p r o b l e m s .  W h a t I 'v e  r e a l­
i z e d  i s  th a t  w h e n  t h e y  a r e  v i e w e d  
f r o m  th a t  p e r s p e c t i v e ,  th e  p r o b l e m s  
a r e  n o t  n e a r ly  a s  b i g . "

P a r t o f  t h e  p r o b le m ,  O g r e n  s a y s ,  I s  
th a t lib e ra l c o n g r e s s io n a l  l e a d e r s  like  
K e n n e d y  h a v e  b e e n  u n w illin g  to  a d m it



t h a t  t h e i r  d r e a m  o l  a  n a t i o n a l  h e a l t h  
p l a n  i s  u n l i k e l y  t o  b e  r e a l i z e d  a n y  
t i m e  s o o n .  H e  l i k e n s  t h e  s t r u g g l e  t o  
a n  o l d  r e l i g i o u s  t r a d i t i o n :  ‘ T 'm  h a l f  
J e w i s h  a n d  a t  P a s s o v e r ,  w e  a l w a y s  
say, 'N e x t  y e a r  I n  J e r u s a l e m . '  T h e  
p r o b l e m  i s ,  w e ' v e  b e e n  s a y i n g  i t  f o r  
2 0 0 0  y e a r s ,  a n d  i t ' s  n e v e r  q u i t e  n e x t  
y e a r .  " A t  t h o  s e m i n a r ,  h e  s a i d  t h a t  h e  
t o ld  K e n n e d y ,  " J u s t  In  c a s e  y o u  d o n ' t  
g e t  t h e r e  n e x t  y e a r ,  h o w  a b o u t  l o o s ­
e n i n g  t h e  r e i n s  o n  t h e  s t a t e s  s o  t h a t  
w e  c a n  m a k e  m o d e s t  p r o g r e s s  a t  
o u r  p a r o c h i a l  l e v e l  w h i l e  t h e  g r a n d  
p l a n  i s  f o r g e d  h e r e  i n  W a s h i n g t o n ? "  
T h e  r e s p o n s e ?  " N e x t  y e a r  i n  J e r u s a ­
l e m , "  h e  l a u g h e d .

D e s p i t e  t h e  l a c k  o f  f l e x i b i l i t y ,  O g r e n  
s a i d  h e  i s  c o n v i n c e d  t h a t  t h e  s t a t e s  
c a n ,  o n  t h e i r  o w n ,  m a k e  a  s i g n i f i c a n t  
d i f f e r e n c e  i n  s o l v i n g  t h e  p r o b l e m s  o f  
t h e  u n i n s u r e d .  " T h o s e  s t a t e s  t h a t  
t h r o w  u p  t h e i r  h a n d s  a n d  s a y  W e  
c a n ' t  a f f o r d  it, W a s h i n g t o n  h a s  t o  d o  
i t , ' a r e  d r e a m e r s .  A  d o l l a r  i s  a  d o l l a r ,  
w h e t h e r  i t ' s  r a i s e d  b y  t h e  s t a t e s  o r  
t h e  f e d e r a l  g o v e r n m e n t , " h e  a s s e r t e d .

I n t e r i m  S t e p s

T h e r e  a r e  " s o m e  s h o r t - t e r m  b e n e ­
f i t s  c o m i n g  o u t  o f  t h e  s c r u t i n y  o f  t h e  
i n s u r a n c e  s e c t o r , "  O g r e n  n o t e d .  
W h i le  s t a t e s  m a y  n o t  b e  a b l e  t o  r e g u ­
l a t e  c o m p a n i e s  t h a t  c h o o s e  t o  s e l f -  
i n s u r e ,  " t h e y  c a n  c e r t a i n l y  I n s t i t u t e  
c o m m u n i t y  r a t i n g  a n d  e l i m i n a t e  d i s ­
c r i m i n a t i o n  o n  t h e  b a s i s  o f  a g e ,  s e x  
a n d  p r e e x i s t i n g  c o n d i t i o n s ,  a n d  r e ­
a l l y  t a k e  h e a l t h  i n s u r a n c e  b a c k  t o  
w h e r e  i t  w a s  2 0  y e a r s  a g o ,  w h e n  t h e  
y o u n g  a n d  t h e  o l d ,  m e n  a n d  w o m e n ,  
t h e  h e a l t h y  a n d  t h e  III, w e r e  b l e n d e d  
i n t o  a  s i n g l e  c o m p r e h e n s i v e  p o o l .

'I  d o n  "t k n o w  i f  i t  w i l l  g o  a s  f a r  a s  fu l l -  
11 e d g e d  c o m m u n i t y  r a t i n g , " t h e  l a w ­
m a k e r  s a i d ,  " b u t  w e ’r e  g o i n g  t o  c o m e  
c l o s e r  t o  t h e  r o o t s  o f  w h a t  i n s u r a n c e  
i s  p r e s u m a b l y  a l l  a b o u t . "

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

c a r e  r e f < . m .  T h e r e  i s  q u i t e  a  b i t  o f  i n ­
s u r a n c e  r e f o r m ,  b u t  a s  [ s t a t e s ]  p i c k  
t h e i r  e n e m i e s ,  t h e y ' r e  l o o k i n g  a t  o n l y  
h a l f  o f  t h e  e q u a t i o n .  T h e y ' r e  l o o k i n g  
a l m o s t  e x c l u s i v e l y  a t  t h e  a d m i n i s t r a ­
t iv e  c o s t  c o m p o n e n t ,  a n d  I  d o n ' t  t h i n k  
i t ' s  a s  s i m p l e  a s  t h a t ."

S h o r t  o f  m o v i n g  t o  a  s i n g l e - p a y e r  
s y s t e m ,  t h e  s t a t e s  c a n  a l s o  s e t  f o r  
t h e m s e l v e s  t h e  g o a l  o f  c o o r d i n a t i n g  
v a r i o u s  h e a l t h  p r o g r a m s .  O n  a v e r ­
a g e ,  O g r e n  s a i d ,  " t h e  s t a t e s  a d m i n i ­
s t e r  a b o u t  a  h a l f  d o z e n  d i f f e r e n t  h e a l t h  
c a r e  p r o g r a m s ,  o f t e n  I n  a  h a l f  d o z e n  
d i f f e r e n t  a g e n c i e s ,  w i t h  a  h a l t  d o z e n  
d i f f e r e n t  r e i m b u r s e m e n t  m e c h a n i s m s .  
I f  t h e y  c a n  s t r e a m l i n e  a l l  o f  t h o s e  
p r o g r a m s ,  w r a p  t h e m  I n t o  a  s i n g l e  
s t a t e - a d m i n i s t e r e d  p r o g r a m  t h a t  I n ­
c o r p o r a t e s  t h e  u n i n s u r e d  . . . t h e  p r o ­
g r a m  w o u l d  a l s o  b e  a  c o m p e t i t o r  i n  
t h e  m a r k e t p l a c e . "  I t  w o u l d  e n c o m ­
p a s s  n o t  o n l y  t h e  p o o r  e n r o l l e d  i n  
M e d i c a i d  a n d  t h e  u n i n s u r e d  b u t  a l s o  
w o u l d  a t t r a c t  p e o p l e  w h o  a r e  n o w  
b u y i n g  I n s u r a n c e  I n d i v i d u a l l y  a n d  
w o u l d  g i v e  i t  u p  g l a d l y  b e c a u s e  o f  
p r e p o s t e r o u s  r a t e s . '

A  p r i n c i p a l  a i m  o f  t h e  A l l i a n c e  I s  t o  
c o o r d i n a t e  i n d e p e n d e n t  s t a t e  e f fo r t s .  
" T h e r e  a r e  l o t s  o f  m i s t a k e s  t h a t  w o n ' t  
h a v e  t o  b e  r e p l i c a t e d  b e c a u s e  w e ’l l  
h a v e  t h e  c h a n c e  t o  s e e  w h a t  w o r k s  
a n d  w h a t  d o e s n ' t .  N o w ,  s t a t e  l e g i s l a ­
t o r s  l a r g e l y  w o r k  i n  a  c o n s u m m a t e  
v a c u u m . "

A  p a r a l l e l  a i m  I s  " t o  s e e  w h a t  o u r  
c o l l e c t i v e  v o i c e  c a n  m e a n  h e r e  i n  
W a s h i n g t o n . "  N C S L  h a s  " a  v e r y  d i f ­
f u s e d  v o i c e .  I t  c a n n o t  a d v o c a t e  f o r  a  
s p e c i f i c  p o s i t i o n  b e c a u s e  i t  m u s t  
e n c o m p a s s  a l l  p o s i t i o n s . "

Ouisidc R-vntisn

S i n c e  I t  w a s  f o r m e d ,  t h e  A l l i a n c e  
h a s  a t t r a c t e d  a  s m a l l  c a d r e  o f  l e g i s ­
la t o r s  w h o  s h a r o  O g r e n ’s  b e l i e f .  lA J s o  
o n  t h o  b o a r d  a r e  S e n s .  J o h n  K i t z h a b e r  
( O R ) ,  P a u l a  H o l l l n g e r  ( M D )  a n d  
S t a n l e y  C .  W a lk e r  (V A ) a n d  R e p s .  
J a m e s  S h o n  ( H I) , D e n n i s  B r a d d o c k

(W A ), J o h n  T i m m e r  ( S D ) ,  J o h n  
M c D o n o u g h  ( M A ) , G e n e  D a v i s  ( U T )  
a n d  G a l l  C h a t f l e l d  ( M O ) .  A l l  b u t  T i m ­
m e r  a r e  D e m o c r a t s .

C l e a r l y  n o t  a l l  l e g L i a t o r s  e m b r a c e  
t h e  A l l i a n c e ’s  m i s s i o n  s t a t e m e n t .  
D e l a w a r e  R e p .  J a n e  M a r o n e y  ( R ) , a  
s e l f - d e s c r i b e d  " s t a t e s '  r i g h t s  p e r ­
s o n "  -  s a i d  s h e  b e l i e v e s  t h a t  s t a t e s  
c a n  a n d  s h o u l d  s o l v e  t h e i r  o w n  p r o b ­
l e m s ,  " s o  I  h a v e  a n  a r g u m e n t  c o n ­
c e p t u a l l y "  w i t h  t h e  n e e d  f o r  f e d e r a l  
I n t e r v e n t i o n .  E \  a n  s o ,  M a r o n e y  s a i d ,  
" t h e r e  i s  n o  r e a s o n  n o t  t o  d e b a t e  a  
s y s t e m  s u c h  a s  t h e  o n e  I n  p l a c e  i n  
C a n a d a .  W e  n e e d  d i a l o g u e .  T h e  
c h e m i s t r y  o f  g o o d  w i l l  t a k e s  t i m e  t o  
d e v e l o p . "

N o t  e v e n  t h o s e  w h o  a g r e e  w i t h  t h e  
g o a l  o f  u n i v e r s a l  c a r e  a r e  n e c e s s a r ­
i l y  c o n v i n c e d  t h a t  t h e  A l l i a n c e  i s  a n  
i d e a l  v e h i c l e  f o r  r e a c h i n g  It. O g r e n  
a n d  h i s  b o a r d  a r e  " s e n i o r ,  c r e d i b l e  
p e o p l e , " b u t  t h e y  a r e  a p p e a l i n g  o n l y  
t o  a  s u b s e t  o f  l e g i s l a t o r s .  T h e y  a r e  
c o m m i t t e d  t o  s p e c i f i c ,  f u n d a m e n t a l  
c h a n g e ,  b u t  t h e r e  I s  n o  e v i d e n c e  
t h a t  t h e y  h a v e  s w a y e d  s o m e  o f  t h e i r  
m o r e  m a i n s t r e a m  c o l l e a g u e s , "  a n  
a t t e n d e e  a t  t h e  D e c e m b e r  s e m i n a r  
n o t e d .  " T h e y  d o n ’t  s e e m  t o  f e e l  t h a t  
t h e y  h a v e  t o  m a r k e t  t h e i r  p o s i t i o n .  
T h e i r  a u d i e n c e  s e e m s  t o  b e  p e o p l e  
w h o  a r e  a l r e a d y  c o m m i t t e d  t o  t h e  
g o a l  a n d  w h o  n e e d  I n f o r m a t i o n  t o  
t r a n s l a t e  i t  i n t o  p r o g r a m  c h a n g e s . "

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

T h e  A l l i a n c e ,  H a g a n  a s s e r t e d ,  d o e s  
h a v e  r o o m  f o r  o t h e r  v i e w p o i n t s ,  p r o ­
v i d e d  p o t e n t i a l  m e m b e r s  a r e  c o m ­
m i t t e d  t o  t h r e e  m a / o r  p r i n c i p l e s :  
u n i v e r s a l i t y  o f  c o v e r a g e ;  c o s t  c o n ­
t a i n m e n t ;  a n d  a  b e l i e f  t h a t  h e a l t h  
c a r e  I s  a  r i g h t .

S ta t e S ld e  ... D i s c u s s io n s  w ith  H e a l th  P o l ic y m a k e r s  is  a  p e r io d ic  fo a tu ro  o f  S ta te  H oa l th  N o te s ,  P u b l i s h e d  b y  th e  
In to r g o v e rn m e n ta l  H e a l t h  P o l ic y  P ro jec t .  T h e  v ie w s  o x p r o s s o d  In S t a t e S ld o  b o lo n g  to  t h o s e  w h o  a re  In te rv iew ed
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NEW YORK -  Everyone 
seems to be for it, for everyone.

• The majority. It seems safe to | 
say, consider It a right. Most peo­
ple think it Is attainable. A good I 
many think it can be offered | 
without great additional costs.

They are referring to better] 
health care, and they maintain! 
their attitudes in spite of some) 
deeply disturbing trends and re-f 
pea ted failures.

One of the most upsetting of 
the trends is higher costs, yeat 
after year, increases that eac 
year for two decades have ex­
ceeded general inflation. The re­
peated failures occur glaringly in 
schemes to control those costs.

Government, Individuals, em­
ployers, insurers, hospitals and 
other medical institutions and or­
ganizations have had their say 
about the latter. All have found 
the sam e thing: Control costs in 
one area and they rise in an­
other.

"Good health Is every Amer­
ican's right,” said President 
Bush in his State of the Union ad­
dress Tuesday. "We can provide 
better health care at less cost,” 
said Sen. George Mitchell,
D-Maine, in the Democratic re­
sponse to that message.

But the statistics defy them. 
Mitchell says 37 million Amer­
icans have no health insurance, 
and the country has no plan for 
tbclong-term cLt.of the ciarriy.
~ ' llUtfUl t i n  In 6nu form or an-' 
other now accounts for about 17 
percent of gross national prod­
uct, representing an extraordi­
nary commitment for an econ­
omy that must also produco food, 
clothing, shelter, automobiles, 
fuel and other necessities.

if the trends were to continue, 
sorne'lme in the distant future 
the American concern for health 
would devour the American life­
style. Even now, employer 
health benefit coets consume 28 
cents of every dollar of profits.

The annual health-cost survey 
by. A. Foster Higgins k  Co., a 
benefits consulting firm, gives an 
Indies uun of how those costs are 
mounting. .

i

i!|
• V*

In 1968, the cost of employer 
medical plans was *2,160 P«r 
worker, in 1988. I t  Jump«l to 
0.600. In 1980.it leaped 10 *3.161.
If the trend continues, Mw ro*"
ter Higgins' John Erb, the figure 
will exceed *22,000 by the year. 
2000....— . . . .

“Controlling medical *x' 
penses through traditional health 
plans has become a losing propo- 
Suoo,” said Erb, who cooducted 
the study. Hereafter, he said, 
employers mu*t manage such 
coats as thev would other corpo­

rate expenses.
It Is, It appears, the all-Amer­

ican way to deal with problems: 
Let them grow to full-blown 
crises and then s tu c k  them in­
stead of warding them off before 
they reach that suge.

Some refer to this technique 
by the disparaging label of “mud­
dling through," and, pointing to • 
repeated budget shortfalls, claim 
it is the only thing that White 
House or congressional budget 
analysts understand.

Oth*rs, however, see in such 
behavior an example of the en­
trepreneurial sptnt.

Although it is too early to 
measure the Impact, some of 
those answers may have 
emctged already to challenge 
the health-cost problem. Scores 
of small companies have arisen 
In the pest decade, with one com­
mon goal: lower coot*.

How do they lower costs? By. 
for example, monitoring applica­
tions for reimbursement sub­
mitted to Insurers, thus keeping 
a restraint on overuse or over­
charges. Or by providing pre­
scriptions at wholesale prices. Or 
by offering at-home medical ser­
vices.

A vast range of plans la of­
fered In the preventive health 
area, since It is known that to 
pay for good health before It de­
teriorates la less expensive than 
to correct It after II falls. Other 
companies are simply consult­
ants to hospitals.

They are a rather new phe­
nomenon. and their success Is 
not assured. Still, early Indica­
tions — measured by their earn­
ings — suggest they have a genu­
inely new approach to old prob­
lems. And they might be Just In 
time.
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A l a s k a  St a t e  L e g is l a t u r e  House F inance C o m m ittee

R e p r e s e n t a t i v e  M i k e  N a v a r r e  Juneau A1™
(907) 465-3779

March 23,1991 

MEMORANDUM

TO: Representative David Finkelstein, Chair
House Labor & Commerce Committee

FROM: Representative Mike N;

SUBJECT: House Bill 76, An Act authorizing power transmission lines and approving the design and 
construction costs.

,PwpQ9Q.QfHB76

HB 76 proposes an upgrade to the existing Railbelt intertie "grid" system which will provide strong, stable power 
transmission and access to low-cost generation sources. The Legislature has specifically set aside a $100 
million account to make sure that Railbelt communities have access to reliable, economical power.

Benefits of the proposed interties

1. Improved re liab ility - The new 138 kV lines will help to decrease the potential number and severity of outages 
caused by line failures. Reliable interties are an essential component to the Railbelt’s infrastructure.

2. Improved System Efficiency - The new interties will lower the amount of "line loss", allowing a higher 
percentage of the energy produced to be delivered to the customer. Hydrothermal coordination of the Railbelt 
intertie system will be increased, creating greater fuel cost savings through more efficient power generation.

3. Reduced Energy Production Costs - The new interties will allow energy produced at low-cost in one region of 
the Railbelt to displace higher-cost energy in another.

4. Encourages Economic Develonment - Development relies on availability of dependable, low cost energy.

Costs of HB 76
The costs associated with HD 76 are presented in HB 77, which appropriates $125 million for the electric 
transmission lines. $100 million was placed in a Railbelt Interties Reserve Account during the 1990 
Legislative session.

This packet includes a summary of the assessment report from the North American Electric Reliability 
Council on the Railbelt interconnected electric u tility systems. There is also a map of the Railbelt 
transmission systems and proposed interties, a Rai’belt Interties Status Report, and three documents which 
outline the advantages of the proposed interties and explain why they make sense for the Railbelt.

Support for HB 76
Support letters from Railbelt communities can be found in the back of this packet.

D IST R IC T  5
34824 K-Buuch Road •  Soldotnu, Alaska 99669 •  (907) 262-7842

Cj
PRINTED ON RECYCLED PAPEH



A l a s k a  S l a t e  ■ S j e g i s l a t u r e

REPRESENTATIVE
FAIRBANKS

FIN A N C E SU B C O M M IT T E E S  

G O V ER N O R  

FISH  A N D  GAME 

LA BO R

MEMBER 
F IN A N C E  CO M M ITTEE

BERT SHARP
DISTRICT 20

119 N C U S H M A N  

FAIRBANKS ALASKA 997CI 

1907) 4 5 2 -7 8 8 5 '7 3 8 6

P O  BOX V 

STATE CAPITOL 

JUNEAU ALASKA 99811 

(9071465-3004-'3018

W H ILE IN JUNEAU

iHouBe of SteprcBentattueB

M E M O R A N D U M

TO R e p r e s e n t a t i v e  D a v i d  F i n k e l s t e i n  
C h a i r m a n ,  L a b o r  & C om m erce  C o m m i t t e e
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S U B J : HB76,  HB77

I  r e q u e s t  t h a t  a f t e r  t h e  h e a r i n g  p r o c e s s  s c h e d u l e d  A p r i l  1 1 ,  1 9 9 1 ,  
o n  t h e  a b o v e - r e f e r e n c e d  b i l l s ,  a c t i o n  b e  t a k e n  t h a t  d a y  t o  m o v e  t h e  
b i l l s  o n  t o  t h e  n e x t  c o m m i t t e e  o f  r e f e r r a l .

P r o p o s a l s  a n d  d i s c u s s i o n s  o n  t h e s e  p r o j e c t s  h a v e  b e e n  o n g o i n g  f o r  
s e v e r a l  y e a r s .  I t ' s  t i m e  t o  a f f o r d  t h e m  a  d a y  o f  j u d g m e n t  o n  t h e  
f l o o r  o f  t h e  H o u s e  w h e r e  a l l  o f  u s  may b e  i n c l u d e d  i n  t h e  d e c i s i o n ­
m a k i n g  p r o c e s s .

R EPRESEN T IN G  
GO LDEN H EART 

O F A LA SKA



7-LS060(M.l
Cramer
03/25/91

OFFERED IN THE HOUSE BY REPRESENTATIVE TAYLOR
TO: HB 117

Page 1, line 1 after "lines":

Insen "and related transportation corridors"

Page 1, after line 14:
Insen new bill sections to read:

"* Sec. 5. In accordance with AS 44.83.185(c), the Alaska Energy Authority is authorized to design 
and construct a transmission line and related transportation corridor between Tyee Lake and Swan Lake 

at a cost of 550,000,000. This authorization is valid only if the project is financed by revenue bonds.
* Sec. 6. In accordance with AS 44.83.185(c), the Alaska Energy Authority is authorized to design 

and construct a transmission line between Petersburg and Snettisham Dam at a cost of $72,000,000. This 
authorization is valid only if the project is financed by revenue bonds."

Renumber the following bill section accordingly.

A M E N D M E N T

-1-



P r m s g d - J j t t f r u ta i j e D , t a - ~ - t .a  
HOUSE BILL NO. 76

IN THE LEGISLATURE OF THE STATE OF ALASKA 
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY REPRESENTATIVES NAVARRB, Boyer, O.Phillips, Sharp, Moyer, Martin, Baker, Zawackl

Introduced: 1/25/91
Referred: Labor and Commerce, Finance

A BILL 
FOR AN ACT ENTITLED

,"An Act authorizing the Anchorage to Kenai Peninsula and the Healy to 
Fairbanks power transmission lines and approving tho design and 
construction costs of the lines and contracting methods: and providing for 
an effective date."

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

♦Section 1. In accordance with- AS 44.83.185(c) and contingent 
upon see. 3 of this Act, the Alaska Energy Authority is authorized to design 
and construct a 138 kilovolt electric transmission ,lin ^  betweenAnchorage 
and the Kcnai Peninsula at a cost of ^TOQO.QQO^O T h e - t r i ^ m^ io n - tine 
S fT aH -bo-c^pabIe-of-boing-upgfadecl-to -230-k iIovoT tsT h^ %St OOO i n  d o l U r s

♦See. 2. In accordance with AS 44.83.185(c) and contingent upon 
sec. 3 of this Act, the Alaska Energy Authority is authorized to design and 
construct a 138 kilovolt electric transm i^iopjine between Healy and

Fans m  is s  ion—1 i n o - s h a  \ l-bo~c-a pa b lo

OOO \r\ 1^*11 olo)|c*rx

♦Sec. 3. Tho authorizations made by this Act are contingent upon 
written agreements between tho Alaska Energy Authority and 
participating electric utilities providing that tho participating utilities agree 
to pay:

(1) tho design and construction costs that arc in excess of 
$125,000,000 plus .interest _eamed_from. the time of appropriation, for tho 
electric lines authorized by this Act; and

(2) the operation and maintenance costs of tho electric 
transmission lines authorized by tho Act.

Fairbanks at a cost of $60,000,000/* {Thb-4 
of-being-upgraded-to-3-30-kilovoksTT"'-

R e d ra f t  . o f - Q 3 7 A Alaska Energy Authority -- 2/9/91



iflLifiad;
123) _c.on t r a c ts  ■■0f-th .Q _ th9̂ A la s k a -E n e rg v _  A u th o r ity  w fth  _ p a rd c fp a tfn g  

e le c tr ic  u tilftfe s  to  d e s ig n  a n d _ c o n s tm c t .  138 k i lo v o l t  e le c tr ic  tra n sm iss io n  
lin e s_ b e tw ee n .. A n c lio ra g e . a n d ..th f l_ K e n a i. P e n in su la  a n d  b e tw e e n  H e a ly  an d  
E aixh ank s: p ro v id e d , . th a t  _ th s_  p a r t ic ip a t in g  u t i l i t ie s  h a v e  c o n tra c te d  to  p a y  
a ll d e s ig n . c o n s tru c tlQ i)^ -Q p g ra tin g _ a n d _ m a in te n a n c e  c o s ts  a b o v e  th e  
a m o u n ts  p ro v id e d  b y  le g i s la t iv e ,  a p p ro p r ia t io n s .

35,m85Q^Lls^amended_by addlngL a new section 23

♦Sec. 5. This Act takes effect immediately under AS 01.10.070(c).



SENT BY: : 2- 7-91 ; 11:43 : AK ENcRGY AUTHORITY-* 1653757Is 3

RAILBELT INTERTIE PROJECTS

SUMMARY OF DRAFT FEASIBILITY STUDY ISSUED BY 
ALASKA ENERGY AUTHORITY, JANUARY 1991

Estim ated C onstruction  Costs
M il l i o n s  o f  

January  1991 D o l l a r s
Soldotna-Anchorage 138 kV I n t e r t i e

"E n s ta r "  Route $74.6
"Tesoro" Route $83.2

Hea ly -Fa l rbanks  138 kV I n t e r t i e  S77.5

TOTAL (Depending on Soldotna-Anchorage ro u t e )  $152.1 - $160.7

The lower c o s t  "E ns ta r"  ro u t e  f o r  t h e  Soldotna-Anchorage i n t e r t i e  w i l l  
r e q u i r e  r i g h t - o f - w a y  th rough th e  Kenai N a t iona l  W i ld l i f e  Refuge.  All
c o s t  e s t i m a t e s  assume t h a t  t h e  S t a t e  would c o n t r a c t  with  t h e  e l e c t r i c
u t i l i t i e s  t o  manage the  des ign  and c o n s t r u c t i o n  of  t h e  p r o j e c t s .

Estim ated B enaflts

Soldotna-Anchorage i n t e r t i e : The expec ted  v a lue  o f  b e n e f i t s  developed 
in  p rev io u s  s t u d i e s  performed f o r  t h e  Energy A u th o r i ty  and f o r  t h e  
R a i l b e l t  u t i l i t i e s  ranges  from $63.9 m i l l i o n  t o  $125.5 m i l l i o n  in  1991 
d o l l a r s .  The main c a t e g o r i e s  o f  b e n e f i t  a r e  improved r e l i a b i l i t y ,  
improved system e f f i c i e n c y ,  and reduced c o s t  o f  g e n e r a t io n  r e s e r v e s .

H ea ly -Fa i rbanks  i n t e r t i e ; The expected v a lu e  o f  b e n e f i t  developed in a 
p rev ious  s t u d y  performed f o r  t h e  R a i l b e l t  u t i l i t i e s  1s $108 .2  m i l l i o n  in 
1991 d o l l a r s .  The main c a te g o ry  o f  b e n e f i t  i s  the  in c r e a s e d  p o t e n t i a l  
f o r  d e l i v e r i n g  Anchorage g a s - f 1 r e d  energy t o  se rv e  F a i rbanks  a re a  l o a d s .  
Previous  s t u d i e s  performed f o r  th e  Energy A u th o r i ty  e v a lu a te d  two 
op t io ns  f o r  upgrading  th e  Anchorage-Fairbanks  I n t e r t i e ,  bu t  did not 
a s s e s s  t h i s  proposa l  as  p r e s e n t l y  e n v i s io n e d .

Conclusion

Soldotna-Anchorage i n t e r t i e t The q u a n t i f i e d  b e n e f i t s  noted above,  and 
the  e s t i m a t e s  o f  c a p i t a l  and O&M c o s t s ,  imply a b e n e f i t - c o s t  r a t i o  
ranging  from 0 .7  to  1 . 5 .  Beyond the  q u a n t i f i e d  b e n e f i t  e s t i m a t e s ,  t h e  
A u th o r i ty  concludes  t h a t  a second l i n e  between Anchorage and th e  Kenai 
Pen insu la  1s n e c e s sa ry  to  meet p r e v a i l i n g  i n d u s t r y  s t a n d a r d s  of  
t r a n s m i s s io n  r e l i a b i l i t y .  Based on t h e s e  c o n s i d e r a t i o n s ,  th e  A u th o r i t y  
concludes t h a t  o v e r a l l  p r o j e c t  b e n e f i t s  w i l l  exceed p r o j e c t  c o s t s .

H ea lv -Fa i rbanks  i n t e r t i e ; The b e n e f i t s  no ted  above, and e s t i m a t e s  of 
c a p i t a l  and O&M c o s t s ,  imply a b e n e f i t - c o s t  r a t i o  of 1 .4 .  The A u th o r i ty  
concludes t h a t  t h i s  i s  a r ea son ab le  i n d i c a t i o n  o f  p r o j e c t  economics.



ALASKA INDUSTRIAL DEVELOPf 
AND EXPORT AUTHORITY

C

August 1 ,  1990

Honorable Sam Cotten
A laska House o f  R e p re se n ta t iv e s
1 19 4 0  B u s in e s s  B lvd
Eag le  R iv e r ,  A la ska  9957V

Dear R e p re se n ta t iv e  C o tte n :

On May 7 ,  19 90 , I  wrote to you e x p r e s s in g  a commitment th a t  the A u th o r ity  
would abide by the l e g i s l a t i v e  in t e n t  r e la te d  to  the  $25 m i l l i o n
a p p ro p r ia t io n  f o r  the Healy Coal p r o j e c t .  On May I S ,  19 90 , I  wrote to
you r e c o n f i rm in g  the commitment w ith  o n ly  a change in  the S e c t io n  number 
from 1 4 1  to 14 3  and in fo rm in g  you that the A u t h o r i t y ' s  Board o f  
D i r e c t o r s ,  by unanimous c o n se n t ,  approved the i n t e n t .  S u b se q u e n t ly ,  the 
Governor vetoed the $4 m i l l i o n  g e n e ra l fund a p p ro p r ia t io n  and a l s o  vetoed 
out the l e g i s l a t i v e  in t e n t  under S e c t io n  1 4 3 .

A c c o rd in g ly ,  to m a in ta in , h o p e f u l ly ,  the .commitment made to  y o u r s e l f  and 
R e p re se n ta t iv e  Navarre d u r in g  the  f i n a l  h o u r s  o f  the l e g i s l a t i v e  s e s s i o n ,  
I  proposed chat ac the A u t h o r i t y ' s  August 3 1 ,  1990 Board meeting to 
subm it a r e s o l u t i o n  a u t h o r i s in g  a maximum exp en d itu re  o f  $4 m i l l i o n  from 
the $2S m i l l i o n  pending A P U C  approval o f  the p r o je c t .

I f  t h i s  i s  a g re e a b le ,  p le a se  l e t  me know. Thank you f o r  your p a t ie n ce .

S i n c e r e l y ,

E x e c u t iv e  D i r e c t o r

BLW/ss

c c :  Ken Jo h n so n ,  A s s i s t a n t  (Anchorage)

460 W EST TUDOR • ANCHORAGE. ALASKA 99503-6690 * (907) 561-6050 • FAX (907) 561-8998



ALASKA INDUSTRIAL DEVELOPME 
AND EXPORT AUTHORITY

May 1 8 ,  1990

Honorable Sam Cocten
A laska House o f  R e p re se n ta t iv e s
1 1940  B u s in e s s  Blvd
Eagle R iv e r ,  A laska 99577

Dear R e p re se n ta t iv e  C o tte n :

On May 7 ,  19 9 0 , I  wrote you e x p r e s s in g  a commitment th a t  the A u th o r ity  
would abide by the l e g i s l a t i v e  in t e n t  re la t e d  to the $25 m i l l i o n  
a p p ro p r ia t io n  fo r  rhe Healy Coal p r o je c t .  The f i n a l  c a p it a l  budget 
renumbered c e r t a in  s e c t i o n s ,  the net r e s u lv  b e ing  that the Healy 
a p p ro p r ia t io n  was co n ta in ed  ::z S e c t io n  143  a s  opposed to  S e c t io n  j . 4 1 .  At 
the A u t h o r i t y ' s  May 1 4 ,  1990 board o f  D i r e c t o r s  m eet ing , r p re se n te d  the 
l e t t e r  f o r  3oard c o n s id e r a t io n  and by unanimous co n se n t  they approved the 
agreement, w it h  the s e c t io n  r e fe re n c e  as the o n ly  change, Attached i s  a 
copy o f  the p e r t in e n t  p o r t io n  o f  che m inutes d e a l in g  ^ i t k  t h i s  i s s u e .

! would l i k e  to e x p r-n s  my a p p re c ia t io n  f o r  your a s s i s t a n c e .  I 
understand  yo u r co n ce rn s  about the p r o je c t  card w i l l  V.e*?p rhem in  mind as 
i t  p r o g r e s s e s .

Bertram L .  Wagnon 
E x e c u t iv e  D i r e c t o r

BLW/ss
attachment

480 W EST TUDOR • ANCHORAGE, ALASKA 93503-6690 • (907) 561-8050 • FAX (907) 561-8998



The rev iew  o f  H r . Wagnon'3 L e t te r  to R e p re se n ta t iv e  3<un Coccen , Speaker o f  the 
House, was one o f  s e v e r a l  s u b je c t s  d i s c u s s e d  d u r in g  agenda Item 6C, Outcome o f  
19S9~1990 L e g i s l a t i v e  S e s s i o n  and i t s  a f f e c t  on AIDEA'S a b i l i t y  to f in a n ce  
p r o sp e c t iv e  development p r o je c t c .  The fo l lo w in g  o c ce rp t  o f  the Sodrd o f
D i r e c t o r s  m in u te s  p e r t a in s  o n ly  to H r. Wagnon's r e fe r e n c e  to the su b je c c  
l e t t e r .

EXCERPT OF MINDTES 
ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT AUTHORITY 

BOARD OF DIRECTORS -  T e le c o n fe re n c e  
May 1 4 ,  1990 -  1 : 3 0  p.m.

Juneau/Anchorage 
M inutes

Mr. Wagnoe ad v ised  the board that d u r in g  the l e g i s l a t i v e  s e s s i o n ,  he had 
w r i t t e n  a l e t t e r  to Speaker o f  the House, Sam  C o t te n ,  regard ing the House 
•;.f R e p re se n ta t iv e s  to n ce rn s  w ith  the t im in g  * f  the i s su a n c e  of bonds fo r  
the Healy Coal P r o je c t .  H r .  Wagnot read the l e t t e r  ro the board and 
s ta te d  tha t  he b e l ie v e d  that i t  was a b so lu t e ly  e s s e n t i a l  fo r  the A u th o r ity  
•:o comply w ith  the l e g i s l a t i v e  in te n t  language* co n ta in ed  ir . the l a t t e r .

He exp la in e d  that the l e g i s l a t i v e  in t e n t  a p p l ie d  to  the 52b m i l l i o n  
a p p ro p r ia t io n  f r o  a r he R a i lb e l t  Energy Fuad and not the $4 m i l l i o n  
a p p ro p r ia t io n  from the G enera l Fund.

For the b e n e f i t  o f  the beard , Mr. Wagnon s ta te d  chat the in te n t  o f  the 
l e g i s l a t u r e  was th a t  A?UC approve the power s a l e s  agreement fo r  the Healy
Coal p r o je c t  o n ly  i f  the agreement i s  not  t ie d  to the e l e c t r i c a l  i n t e r t i e s
o r  c o n t in g e n t  upon any a p p ro p r ia t io n  fo r  e l e c t r i c  i n t e r t l c s .

The board d i s c u s s e d  och e r  a sp e c t s  o f  'h e  1950-1990 l e g i s l a t i o n  s e s s i o n  and 
HB 123  at t h i s  t im e .

Chairman J e s s e e  e n te r ta in e d  a motion, f o r  the approval o f  s t a f f s  l e t t e r  to 
Speaker o f  tb« House, Sam G otten , and to a u th o r iz e  Mr. Wagr.on to r e i s s u e  
the l e t t e r  w ith  any change to the s e c t i o n  r e fe r e n c e  ar .may be re q u ire d  to 
conform w ith  the .approved v e r s io n  o f  the c a p i t a l  p r o j e c t s  b i l l .

Mr. K ockcsh  moved f o r  the n o t io n .  Deputy Com m iss ioner H i l t  Barker; 
seconded the m o tion . There  be ing  r.o d i s c u s s i o n ,  Chairman J c s s e e  re q u e ste r
a r o l l  c a l l  v«>te. Upon r o l l  c a l l  v o ce ,  the m orion was unanimously
approved.

Bertram L. Wagnon, S e c re ta ry



ALASKA INDUSTRIAL CEYaOPlCUT AND EXPORT AUTHORITY

May 7, 1 9 9 0

H o n o r a b l e  S a m  C o t t o n  

S p e a k e r  of tne H ouse 

A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s  

P.O. Box Y 

J unea u ,  AK 99811

D e a r  R e p r e s e n t a t i v e  Cotten:

Re: H e a l y  Coal P r o j e c t

It has b een brought to ou r  a t t e n t i o n  that the H o u s e  ;.f R e p r e s e n t a t i v e s  

1s c o n c e r n e d  a b o u t  the l i n i n g  o f  the I s s u a n c e  o f  b o n u s  for the H ealy 

Coal Project. S p e c i fi c a l l y ,  the proposal w o u l d  p r o h i b i t  the Au t h o r i t y  

f rom selling b o n d s  p r i o r  to tne A l a s k a  P u b l i c  u t i l i t i e s  C o w u s s l e n  

app ro v i n g  a p o w e r  s a l e s  a g r e e m e n t  b e tw e e n  t ne  A u t h o r i t y  and Sol den 

V a l l e y  E l e c t r i c  A s s o c i a t i o n .

T h e  Au t h o r it y  wo u l d,  u n d e r  no c i r c u m s t a n c e s ,  sell b o n a s  b e f o r e  A P U C  

a p p roves a p o w e r  s a l e s  a g r e e m e n t  ir.d it Is f e m a i l /  a d o p t e d  by the 

g o verning b o a r d s  of the A u t h o r i t y  snd GYEA. F u r t h e r m o r e ,  rhe bonds 

w o u l d  not be m a r k e t a b l e  w i t h o u t  s uch approval.

T h e  Authority u n d e r s t a n d s . t h a t  the following l e g i s l a t i v e  latent 

l a n g u a g e  will b e  i n s e r t e d  In the capital p r o j e c t s  D i l l .  The A u t h o r i t y  

will comp l y  f ully w i t h  the Int e n t  of the L e g i s l a t u r e .

Page 71, line 20, a f t e r  " s e c t io n *  add " a n d  the b o n d  funds"

S e c t i o n  141(e) It is the <ntent of the L e g i s l a t u r e  that 

the a p p r o p r i a t i o n s  m a d e  {n this s e c t i o n  a n d  the b ond 

f unds not b e  e x p e n d e d  until the A l a s k a  P u b T i c  Jt T f T t i e s  

Cotualssion has a p p r o v e d  p o w e r  sales a g r e e m e n t s  for the 

H e a l y  C o g e n e r a t i o n  Project.



ilonoraole Saa Cotton -2- ;iay 7, 19.00

A d d  a n e w  s u b s e c t i o n  (f):

" ( f )  I t  i s  t h e  i n t e n t  o f  t h e  l e g i s l a t u r e  t h a t  t h e  

A l a s x a  P u b l i c '  d t i h t i e s T - t a i i r s s ^ o i T  a p p r o v e  t r . e  j ^ o w e r  

s a l e s  a g r e e m e n t  f o r  a  c l e a n  c o a l  t e c h n o l o g y  

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

(1) the agreement, 1 s n ot c o n t i n g e n t  in any w a y  on 

l e g i s l a t i v e  a p p r o p r i a t i o n s  T b T T i e c t r f c  <rtcertios; and

(2) the agreement. has been e x e c u t e d  by the 

p a r t i e s  and a p p r o v e d  by the g o v er n i n g  b o d i e s _:>r tne 

parties".'"

S incerely,

B e r t r a m  L. Wag no n  

E x e c u t i v e  D i r e c t o r

B L W / n s t l 5 d 3 a

0 5 0 7 9 0 a



D I V I S I O N  O F  L E G A L  S E R V I C E S

LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

P.O. Box Y, Juneau, Alaska 99811 
(907) 465-3867 or 465-2450 
FAX (907) 465-2029

Deliveries to: 240 Main Street
Court Plaza, Room 500

Mail Stop 3101

M E M O R A N D U M May 13, 1991

SUBJECT: Transmission line appropriations (CSHB 77(L&C))

TO: Representative David Finkelstein
Chair, House Labor & Commerce Committee

FROM: Teresa B. Cramer 
Legislative Counsel

Enclosed is the CSHB 77 (L&C) as passed out of committee. I am concerned about 
the legality of one change made by the committee. In sec. 2(b), which appropriates 
money for grants for energy efficiency improvement programs under AS 37.05.316, 
the commission deleted the name of the recipient of the grant. The committee also 
included an alternative granting authority statute, AS 37.05.317. As the bill passed 
from committee, the appropriation was "for payment as a grant under AS 37.05.316 
or 37.05.317 for energy efficiency improvement programs."

Neither AS 37.05.316 nor 37.05.317 gives the department authority to pick an initial 
grant recipient. Both statutes allow the departm ent to  select an alternative recipient. 
If challenged, a court might hold that the department lacked the power under either 
statute to select an initial grantee and that therefore the grant was ineffective. To 
avoid this possibility, the legislature could name an initial grantee or could use a 
granting statute which allows the departm ent to choose the initial grantee. However, 
I am not aware of a grant program in the Department of Community and Regional 
Affairs that makes grants for energy efficiency improvement programs.

If I may be of further assistance, please advise.

TC:pl
91-:359.plm
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U n i v e r s i t y  o f  A l a s k a
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A n c h o r a g e

SCHO OL OF PUBLIC AFFAIRS

23 March 1991

INSTITUTE OF SOCIAL AND 
ECONOM IC RESEARCH 

(907) 786-7710 FAX (907) 786-7739

Representative David Finkelstein 
Alaska Legislature 
PO Box V 
Juneau, AK 99811

D ear Representative Finkelstein:

At your request, I have prepared estimates of the employment impacts of various Railbelt 
energy projects. They are presented in an enclosed memorandum as well as a summary 
sheet (which is appended to the memorandum).

I must emphasize the uncertainty inherent in these estimates. Although almost 1.5 million 
dollars was spent on the AEA Intertie Reconnaissance Studies, none of those dollars were 
directed toward ascertaining employment impacts of proposed projects. Some useful data 
was generated in the course of the studies, however, and I have tried to utilize it as best I 
could.

Given the lack of data and uncertainties in the analysis, I draw two broad conclusions from 
the analysis. First, HB 76/77 (full interties) and HB 228 (smorgasbord bill) have similar 
employment impacts. While my analysis shows HB 228 to create almost 1.7 times as many 
total jobs as HB 76/77, most of that difference is in the "respent benefits" category, which 
is the most speculative. Looking just at the "project direct" and "project induced" categories, 
you will see a rough parity between the two bills.

Second, notwithstanding the first conclusion as to overall parity, the employment estimates 
for HB 228 are quite robust, even though these projects do not seem to involve as much 
"bricks and mortar" as the new interties. To underscore this point I need only note that the 
Alaska Permanent Fund Dividend -  a pure transfer program -  is now one of our state’s 
most important basic industries in terms of contribution to purchasing power. While the 
projects envisioned by HB 228 are no match for dividends in magnitude, some of them are 
of the same type, while others combine significant transfers with laige net economic benefits. 
These projects therefore have economic value as well as economic impact.

I hope these estimates prove helpful to you.

Sincerely,

Steve Colt

A DIVISION OF THE UNIVERSITY OF ALASKA STATEWIDE SYSTEM OF HIGHER EDUCATION
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Em ploym ent Im pacts o f  A lternative
R ailbelt Energy Projects

This memorandum provides estimates of the employment attributable to various energy- 
related projects under consideration for the Alaska Railbelt. The estimates are based on 
established economic theory and generally accepted values for economic multiplier effects 
in Alaska. Nonetheless, they are necessarily crude, being severely limited by available data 
and time.

Projects Considered

The following projects were analyzed:

Project Short Name Principal Data Sources

Kenai-Anchorage Intertie, 
Enstar Route

KA-Enstar DFI, 1989A 
AEA, 1991

Kenai-Anchorage Intertie, 
Tesoro Route

KA-Tesoro DFI, 1989A 
AEA, 1991

Healy-Fairbanks Intertie Healy-FBX DFI, 1989A 
AEA, 1991

Weatherization, Rural Focus Rural WX Colt, 1989

Weatherization, Urban Focus Urban WX Colt, 1989

End Use Electric Efficiency End Use Top 3 Mitchell, 1989 
DFI, 1989B

Anchorage-Fairbanks Limited Upgrade AF-100 SVS DFI, 1989A 
AEA, 1991

Grants to Utilities for
Debt Retirement, etc.

Utility Grants •N ote 1

Reconstruction of Existing
Anchorage-Kenai Intertie

KA Rebuild AEA, 1991

•Note 1: This project is treated as a transfer payment. There are no direct impacts to analyze. The only
raw data necessary is the amount of expenditure.
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Key Issue #1 : W hat is a "New" Job?

In this analysis, a "new" job is a job which did not previously exist and which results from 
state spending on a particular project.

I focus on net jobs because some of the projects considered involve cost sharing with the 
private economy. The direct jobs created by the privately-funded portion of project costs 
come with a penalty since private funding must be withdrawn from other uses. Because of 
this the economy loses purchasing power and related jobs which would have been present 
absent the project. To apply the definition above when cost sharing is involved, we must 
therefore decide whether the project would or would not proceed without state funding.

H ere I assume that all projects which involve cost-sharing with the private sector (interties 
and end use programs) would not occur without state funding. I therefore give the state 
outlay full credit for all direct project employment, including the part funded by the 
"leveraged" private sector contribution. To be consistent, I also assign to the state outlay the 
penalty for the job losses caused by withdrawal of private purchasing power. Some of the 
jobs created by the project are therefore not new but "stolen" from other sectors of the 
economy. These "stolen" jobs are netted out in computing total employment.

I further assume that there would be zero employment impact from alternative expenditures 
not considered in the analysis. An example will clarify. Suppose only projects A  and B are 
up for consideration. Project A  creates 100 jobs, while project B creates 50. Suppose further 
that project C, also offering 100 jobs, lurks unconsidered in the background. By the 
definition used here, the 100 jobs from project A  are new jobs and A beats B on 
employment grounds. But if project A  precludes project C, then A  does not really create jobs 
at all. It simply steals them from C.

In reality, there are alternative uses for the money, most of which will create some 
employment. For example, in 1988, simple transfers in the form of permanent fund 
dividends sustained as many jobs as the fishing industry (Goldsmith 1989). Although there 
are many possible alternatives to the projects considered here, in this memo I report only 
one as an information item: a rough estimate of employment impacts from distributing 
money as additional dividends.

Key Issue #2 : Jobs for Whom, W hat and When?

This analysis treats all types of jobs equally for purposes of determining total employment. 
Obviously, different projects will require different types of skills. Prevailing wages will affect 
the amount of direct employment generated from a given expenditure. In this analysis I 
assume a skilled labor wage of about $48,000 and a support sector wage of about $25,000. 
The difference has great implications for people trying to raise a family, but I have ignored 
it here in order to focus on employment, rather than on personal income.

The timing of the employment is also very important: a  job today is better than a job ten 
years hence. The direct jobs from most of the projects would occur within a few years. The
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Em ploym ent Im pacts o f A lternative
R ailbe lt Energy Projects

This memorandum provides estimates of the employment attributable to various energy- 
related projects under consideration for the Alaska Railbelt. The estimates are based on 
established economic theory and generally accepted values for economic multiplier effects 
in Alaska. Nonetheless, they are necessarily crude, being severely limited by available data 
and time.
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The following projects were analyzed:
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Enstar Route
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AEA, 1991

Grants to Utilities for
Debt Retirem ent, etc.
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Reconstruction of Existing
Anchorage-Kenai Intertie

KA Rebuild AEA, 1991

•N ote 1: This project is treated as a transfer payment. There are no direct impacts to analyze. The only
raw data necessary is the amount of expenditure.
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Methodology

The standard methods of economic impact analysis are used. See Goldsmith (1982) for a 
discussion and application to Alaska capital projects.

Step 1: Determine Alaska Labor Content (Direct and Indirect) of the Project

Project labor content is the amount of project expenditure which ends up as payroll paid to 
someone living in Alaska. D irect labor content is the payroll paid out by the project 
contractor. Indirect labor content is the payroll paid out by other firms which supply goods 
and services to the project (caterers, helicopter services). The distinction between direct and 
indirect labor depends largely on how the project is contracted out.

Step 2: Determine Induced Employment from Respending of Project Wages and Loss of 
Private Purchasing Power.

Wages and salaries paid out to project workers ends up in peoples’ pockets as increased 
personal income. Part of this income is respent within Alaska, increasing the demand for 
goods and services and hence Alaska employment. This process is summarized by the 
income multiplier, a  key param eter for this analysis. The income multiplier measures the 
amount of "new" personal income which ultimately ends up as someone else’s paycheck 
within Alaska, after several rounds of respending. Goldsmith (1985) has determined the 
Alaska induced income multiplier to be about 1.3. This corresponds to the more frequently 
quoted value of 1.5, since the 1.5 value includes the effects of induced and indirect labor.

By dividing induced income by an average support sector wage rate, induced employment 
from the respending of project wages is determined.

The same logic is applied to reductions in purchasing power caused by the withdrawal of 
private funds to pay for project costs.

Step 3: Determine Induced Employment from Respending of Project Benefits

The final step in the analysis is to consider the economic benefits of the project. In the 
present analysis we assume that all these benefits are realized by Alaska consumers. Some 
benefits accrue to commercial electric customers, but we assume these are competed away 
to consumers in the form of lower prices. Note that this assumption may be a poor one 
where firms who use lots of electricity produce a  product for export. In this case, they may 
simply reap windfall profits or offer lower prices to overseas consumers.

Since project benefits such as lower electric and fuel bills result in increased after-tax u re m e  
available for spending, we apply an adjustment factor to "gross up" the benefits to their pre­
tax equivalents. This allows straightforward use of the standard income multiplier to 
determine induced income and induced employment from the respending of these benefits.
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Key Issue #1: What is a "New* Job?

In this analysis, a "new" job is a job which did not previously exist and which results from 
state spending on a particular project.

I focus on net jobs because some of the projects considered involve cost sharing with the 
private economy. The direct jobs created by the privately-funded portion of project costs 
come with a penalty since private funding must be withdrawn from other uses. Because of 
this the economy loses purchasing power and related jobs which would have been present 
absent the project. To apply the definition above when cost sharing is involved, we must 
therefore decide whether the project would or would not proceed without state funding.

Here I assume that all projects which involve cost-sharing with the private sector (interties 
and end use programs) would not occur without state funding. I therefore give the state 
outlay full credit for all direct project employment, including the part funded by the 
"leveraged" private sector contribution. To be consistent, I also assign to the state outlay the 
penalty for the job losses caused by withdrawal of private purchasing power. Some of the 
jobs created by the project are therefore not new but "stolen" from other sectors of the 
economy. These "stolen" jobs are netted out in computing total employment.

1' further assume that there would be zero employment impact from alternative expenditures 
not considered in the analysis. An example will clarify. Suppose only projects A and B are 
up for consideration. Project A creates 100 jobs, while project B creates 50. Suppose further 
that project C, also offering 100 jobs, lurks unconsidered in the background. By the 
definition used here, the 100 jobs from project A are new jobs and A beats B on 
employment grounds. But if project A precludes project C, then A does not really create jobs 
at all. It simply steals them from C.

in reality, there are alternative uses for the money, most of which will create some 
employment. For example, in 1988, simple transfers in the form of permanent fund 
dividends sustained as many jobs as the fishing industry (Goldsmith 1989). Although there 
are many possible alternatives to the projects considered here, in this memo I report only 
one as an information item: a rough estimate of employment impacts from distributing 
money as additional dividends.

Key Issue #2: Jobs for Whom, What and When?

This analysis treats all types of jobs equally for purposes of determining total employment. 
Obviously, different projects will require different types of skills. Prevailing wages will affect 
the amount of direct employment generated from a given expenditure. In this analysis I 
assume a skilled labor wage of about $48,000 and a support sector wage of about $25,000. 
The difference has great implications for people trying to raise a family, but I have ignored 
it here in order to focus on employment, rather than on personal income.

The timing of the employment is also very important: a job today is better than a job ten 
years hence. The direct jobs from most of the projects would occur within a few years. The
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respending of the benefits depends in part on utility debt structures and ratemaking, but will 
generally take place over a long period of time, perhaps twenty to thirty years. I address this 
issue by estimating the "discounted present value" of future jobs1. This treatment assumes 
that the timing of induced employment benefits mirrors the timing of monetary benefits.

Specific Comments about Projects 

KA-Enstar, KA-Tesoro, Healy-FBX

These three proposed intertie projects have cost estimates provided in some detail in the 
AEA’s 1991 Feasibility Study. The estimates break down the cost of each link into "labor" 
and "materials" components. The raw percentages of project cost listed as "Labor" and 
produ ible by Alaska labor are:

KA-Enstar 22%
KA-Tesoro 17%
Healy-FBX 46% including AF-100 SVS

63% excluding AF-100 SVS (almost purely materials)

Cost components listed under "labor" actually are probably better described as 'non-material 
cost". For example, geotechnical work is listed under "labor" but includes the services of 
helicopters, laboratories, camp food, etc. To adjust for this, 15 percent of listed "labor" cost 
components are assumed to be for goods, s jrvices, or materials produced outside of Alaska.

The resulting payroll expense is assumed to consist of 25 percent fringe benefits: health 
coverage, pension, workmen’s comp. This component never reaches workers as income.

According to one of the authors of the AEA cost estimates,2 the "labor" component of 8.5 
million dollars for installation of submarine cable for the southern intertie is specialized 
labor which will not be furnished by Alaskans. It has been removed from resident labor 
totals.

The Healy-FBX analysis includes AF-100 SVS upgrades. We assume that the AF-100 SVS 
portion of the project will be built irrespective of state funding. Therefore, the AF-100 
portion of project benefits attributable to state funding are limited to the costs of the 
project, which are paid by the state and thus avoided by consumers.

Project benefit levels were taken from Legislative Research Agency estimates (1990). We 
assume that electric reliability benefits cannot be respent. These benefits are extremely 
difficult to quantify, and they do not accrue to anyone as reduced electric bills.

1This treatment is also necessitated because many of the supporting dollar figures are only available as
present vales.

2Oel LaRue, personal communication, 3/21/91.
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Rural and Urban Weatherization

Employment impacts of rural weatherization have been investigated in detail in Colt (1989). 
We assume that the proposed HB 228 allocation of funds to low income weatherization 
would allow for half the funding to target rural areas.

Urban weatherization impacts have been estimated by running the rural weatherization 
impacts model developed in Colt 1989, removing most travel, per diem, and freight items 
and substantially reducing the energy savings benefits of the program to adjust for warmer 
weather and cheaper fuel.

Urban weatherization employment impacts are used as a proxy for impacts from institutional 
demand-side management and ongoing residential and business efficiency programs.

Top 3 End Use Efficiency Programs

Data which allow some determination of labor content for the top three end use electrical 
efficiency programs taken as a package are available in Mitchell (1989). The gas water 
heater conversion program entails significant skilled installation labor. The incandescent-to- 
fluorescent conversion program aiso entails some installation of new fixtures using skilled 
electrician labor. Beyond these needs, however, the top 3 end use programs considered here 
are assumed to use labor only in the administration task. The programs encourage the use 
of more efficient equipment but only during the course of normal replacement. There is 
therefore no additional demand for retail sales clerks, lighting designers, etc. If a different 
"mix" of programs were chosen from among the options offered in the Mitchell report, 
significantly greater amounts of direct labor might be required.

The end use programs entail the state paying for about 80 percent of the resource costs of 
the measures adopted. Consumers pay the other 20 percent out of pocket. This fact results 
in a net loss of purchasing power during the "installation phase." These outlays are more 
than recouped as energy savings benefits, but the conceptual approach taken here produces 
a small job loss attributable to this initial loss of purchasing power. In reality, this job loss 
would be almost immediately counterbalanced by job gains from respent benefits.

Utility Grants

Direct grants to utilities are assumed not to change the pattern of utility investment: they 
are a transfer from the state to utility customers. The only way these grants generate 
employment is by adding purchasing power to the economy, in the same way as the 
permanent fund dividend program does.

AF-100 SVS Improvements

This project taken on its own is assumed to have zero labor content. This is a simplification 
but not too far off the mark since the only item listed in the cost estimate for the Teeland 
substation is $50,000 for mobilization. In reality there would be some skilled electrical labor
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associated with moving and installing the SVS equipment.

We assume that the AF-100 project will go forward with or without state funding. Therefore 
the benefits of the project attributable to the state are capped at the project cost, which is 
avoided by utility customers.

The AF-100 upgrade is included as part of the Healy-Fairbanks intertie project.

KA Rebuild

Using the Intertie cost estimates as a guide, and allowing for the greater labor intensity of 
a rebuild as opposed to new construction, we assume that the labor component (defined as 
above for the new interties) of the KA rebuild project is 50% of the $30 million state 
funding level.

Benefits from the KA Rebuild project are unknown, so we assume a benefit-cost ratio of 
one, making the benefits exactly equal to construction cost avoided by customers: $ 30 
million.

Results

Results are presented in terms of the "present value of job-years." This is necessary because 
most of the intermediate results used to produce the estimates axe present values of dollar 
benefits. It is a good way to view employment benefits since almost everyone would agree 
that a job created this year is far more desirable than a job created twenty years from now.

If one insisted on presenting streams of future employment as nominal sums, without 
discounting, the necessary adjustments would significantly increase the employment impacts 
of high-benefit and long-lived programs such as End Use Top 3 and weatherization.

Comparison of HB 76/77 with HB 228

Table 1 summarizes the comparison of HB 76/77 with HB 228. The first panel shows 
employment impacts per million dollars of state outlay for each project considered. This is 
an analytical tool used for comparison; it is of course impossible to build "one million 
dollars worth" of KA-Enstar intertie. Note that in some cases the loss of purchasing power 
resulting from private outlays results in a net loss of jobs in the Project Induced category.

The second panel shows the composition of the two bills in terms of outlays. HB 76/77 
consists of two intertie projects and total funding is capped at $125 million. Since this is less 
than the combined total of the latest cost estimates, we assume that the shortfall is allocated 
to the utilities in proportion to project costs. Also, since the KA-Enstar and KA-Tesoro 
projects are mutually exclusive, only the KA-Enstar (with higher employment than KA- 
Tesoro) is included.

6



Employment Impacts of Railbelt Energy Projects 3/24/91

The third panel shows the employment impacts associated with each bill. These numbers 
are the product of outlay levels in panel 2 and per-unit impacts in panel 1. These results 
indicate that HB 228 produces roughly equal amounts of direct and project-induced 
employment. Because HB 228 distributes much of its funding as pure transfer payments and 
because of its emphasis on projects with apparently high benefits, this bill produces higher 
employment from the respending of project benefits.

Table 1: Employment Impacts Summaiy
Employment per M il l io n

S S ta te Outlay: KA KA Healy- Rural Urban End Use U t i l i t y AF-100 KA
Enstar Tesoro Fbx Ux Ux Top 3 Grants F7S Rebuild

D ire c t P ro jec t 4 3 7 14 14 6 0 0 7
Induced by P ro je c t (2 ) (3 ) 1 5 5 (5) 0 0 4
Respent Benefits 13 12 16 29 15 31 17 17 17

Tota l Job-years 15 12 24 48 35 32 17 17 27

Outlay Levels: KA KA Healy- Rural Urban End Use U t i l i t y AF-100 KA Total
(M i l l io n  S) Enstar Tesoro Fbx Ux Ux Top 3 Grants SVS Rebuild Outlay

HB 76/77 61 0 64 125
IIB 228 0 5 23 20 30 20 30 128

Employment Impacts:
KA KA Healy- Rural Urban End Use U t i l i t y AF-100 KA Total

Enstar Tesoro Fbx Ux Ux Top 3 Grants SVS Rebuild Job-yrs

HB 76/77
D ire c t P ro jec t 219 0 477 0 0 0 0 0 0 696
Induced by P ro je c t (95) 0 44 0 0 0 0 0 0 (51)
Respent Benefits 800 0 1,031 0 0 0 0 0 0 1,831

TOTAL Job-years 924 0 1,553 0 0 0 0 0 0 2,476

HB 228
D ire c t P ro je c t 0 0 0 71 319 121 0 0 200 711
Induced by P ro je c t 0 0 0 23 123 (92) 0 3 115 169
Respent Benefits 0 0 3 145 352 613 500 333 500 2,444

TOTAL Job-years 0 0 0 240 794 642 500 333 815 3,324

Note: parentheses in d ic a te negative numbers

Comparison with Pure Dividend Program

As a benchmark for comparison, we can consider the effects of distributing $125 million 
directly to consumers. This is roughly equivalent to putting the money in the Alaska 
Permanent Fund where it would increase the annual dividend amount. Analytically, this case 
is identical to the Utility Grants project. The total induced employment is therefore 17 job- 
years per million dollars of outlay times 125 million dollars, or 2,125 job-years.
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C om parison  o f Em ploym ent Im pacts o f HB 76 /77  and HB 228

HB 76/77 would spend $125 million on two intertie construction projects and create 696 
direct job-years of employment, plus 1,780 net job-years induced by respending of project 
wages and respending of project benefits. Total employment generated: 2,476 job-years.

HB 228 would spend approximately $128 million on six energy-related projects including 
southern intertie reconstruction, upgrade of northern intertie, weatherization and efficiency 
programs, and general assistance to utilities. This bill is estimated to create 711 job-years 
of direct employment, plus with 2,613 net job-years induced by respending of project wages 
and incentive payments and respending of project benefits. Total employment generated: 
3,324 job-years.

Job-years Employment Impacts (Job-Years):
3500 |

HB 7 6 /7 7  
Total-2476

HB 228 
Total-3324

■ 1  Direct M  Induced 

Project Descriptions

KA-Enstar: New intertie Kenai to Anchorage via "Enstar" route 
KA-Tesoro: New intcrtie Kenai to Anchorage via "Tesoro* route 
Healy-Fbx: New intcrtie Healy to Fairbanks plus SVS improvements 
Rural WX: Weatherization with rural target areas
Urban WX: Weatherization with urban target areas plus business/institutional efficiency programs 
End Use Top 3: Best 3 electrical end use efficiency programs identified by AEA recon study 
Utility Grants: General assistance to utilities for debt retirement or other cost reduction 
AF-100 SVS: Limited upgrade of Anchorage-Fairbanks intertie via SVS equipment addition 
KA Rebuild: Reconstruction of existing Kenai-Anchorage intcrtie

Components of HB 76/77 and HB 228

E n d  U s eK A - E n s t a r  
61
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