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W h a t  is R B R V S  a la Medicare or a la S B 8 3  going to d o  for access to 

services? For o n e  tiling, several large internal medicine practices in 

A n c h o r a g e  h a v e  already stopped taking n e w  Me dicare patients. In m y  

o w n  specialty, Medicare will reimburse m e  $57.20 for spending half an 

h o u r  inserting a pair of tiny silicone plugs into the tear drains of people 

with very dry eyes. T h e  plugs alone cost m e  $87.50 a pair f r o m  the sole 

manufacturer of the product. So, w h e n  I seen this Me dicare patient I effec­

tively get paid nothing for m y  time a n d  h a v e  to s p e n d  $30 o n  top of it!

A n  internist told m e  the other d a y  that he  w o u l d  h a ve to p a y  m o r e  

for a p l u m b e r  to m a k e  a simple repair than h e  w o u l d  get paid for admit­

ting a sick, old lady in the m i dd le of the night. Well, like welfare Cadillac 

stories, I w o n d e r e d  about this one. So  I checked it out. I called a f e w  

plumbers, a n d  asked w h a t  it w o u l d  cost to replace the circulating p u m p  

o n  m y  furnace o n  a Saturday night. T h e  answer: $90.00 an  hour, t w o  

hours m i n i m u m ,  counting time to a n d  f r o m  the shop, plus $77.50 for the 

p u m p :  $257.50. T h e n  I consulted the R B R V S  manual, looked u p  the code 

that w o u l d  apply to spending four hours admitting an old, dehydrated 

person with p n e u m o n i a  at 2 A M ,  not counting time to a n d  f r o m  h o m e ,  a to­

tal of, say, five hours of doctor time in the m i d d l e  of the night. I w o u l d  

collect $121.18, n o  night time differential, and, if I see the patient one or 

t w o  m o r e  times the next day, that's included in the $121.18 as well.

A s  long as Medicare is the only p r o g r a m  paying b e l o w  its share of 

costs, providers can still m a n a g e  to see their elderly Medicare patients 

because they can still charge their other patients m o r e  than Medicare's 34 

cents o n  the dollar: that's called cost-shifting. But if all services we re re im­

bursed at Medi ca re rates, as pr oposed in a Congressional B u dg et Office
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document, (and this is private medicine's worst nightmare), m a n y ,  m a n y  

physicians w o u l d  h a ve to close the,' • offices because their revenues w o u l d  

fall b e l o w  their expenses.

This is real, not a threat or a joke. Doctors don't w o r k  out of the 

front r o o m  of their houses a n y  m o r e  as they did w h e n  w'e w e r e  kids. T h e y  

p a y  rents, staff salaries, malpractice insurance, business liability insurance, 

u n e m p l o y m e n t  insurance, p h o n e  bills, fax bills, office supply expenses, ac­

counting expenses, c o m p u t e r  costs, business property taxes, just like ev­

eryone else. N o  doctor could survive seeing 1 0 0 %  Me di ca re patients 

unless he ran t h e m  through his office at the rate of o n e  every three 

minutes, w h i c h  is n o  certainly n o  w a y  to practice medicine. A n d  in states 

w h e r e  Medicaid pa ys e v en less than Medicare, notorious " m e c  'caid mills" 

have been in existence for years, w h i c h  d o  practice iike that.

This rather lengthy explanation reveals w h y  doctors are so incredibly 

w a r y  of g o v e r n m e n t  price controls a n d  g o v e r n m e n t  promises to "trust us." 

O n c e  burned, twice shy. That's w h y ,  in our C H I P R A  proposal, w e  e m p l o y  

market-based m e c h a n i s m s  to control rising costs.

Overall, the opinion of m o s t  health economists clearly indicates that 

rate-setting cannot be us ed as the sole m e t h o d  of cost containment a n d  

health system reform. D o i n g  so will lead to p r o f o u n d  a n d  sometimes 

unanticipated dysfunctions elsewhere in the system. Yet this is precisely 

w h a t  SB83 is designed to do.

A s  far as I can see, the principal virtue of S B 8 3  is that it caters to the 

resentments a n d  frustrations that m o s t  people h a v e  about the high costs of 

health care; it bashes doctors a n d  hospitals, (two favorite targets); it
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s o u n d s  simpie; a n d  it's easy to find people to testify for it, just as it w o u l d  

be easy to find people to testify in support of a bill that cuts in half 

plumbers' fees, or lawyers' fees or the cost of automobile repairs. Its m a i n  

defects are that it is a quick fix, it's not adequately tied to a n y  other reform 

measures, a n d  it will m a k e  the entire health care system m u c h ,  m u c h  

w o r s e  for Alaska's patients a n d  providers alike. A S M  A  requests that y o u  

don't give it yo ur support.
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Madame Chairwoman, Members of the Committee, I am Jan Andrea 

Moiseis, Legislative Director of the Legal/State Affairs 

Department for the Health Insurance Association of America 

(HIAA), a trade association of the nation's leading commercial 

insurance carriers that provide health insurance for 

approximately 9 5  million Americans. H I A A  is opposed to S B 0 3 .

S B 8 3  i3 an attempt to control health care costs by having 

the state institute a new bureaucracy to set provider rates 

through expenditure targets, utilization standards, as the 

procurer or insurer to provide that health insurance and/or 

coverage to Alaskans. S B 8 3 ,  if enacted would eventually place 

the state in the role of single payer in the state, eliminating 

the private insurance market.

Based on the experience with other government programs, i.e. 

Medicare, Medicaid, the government set reimbursement rates are 

inadequate to cover provider costs -- which result in a lesser 

quality of care, denied access and shifting of utilization and 

costs to others. These government payer "attributes" are a major 

factor resulting in increasing costs to the private sector. Both 

Medicare and Medicaid have resulted in broken promises, budget 

deficits and with Medicaid, it has fostered arbitrary reductions 

in eligibility to the poor and payment to providers for services 

that they are expected to render at inadequate reimbursement 

rates with the result that many providers will no longer accept 

Medicaid patients due to the reimbursement rates. Due to its 

rural nature, Alaska is a state that- can ili afford to have



p r o v i d e r #  s o  d i s e n f r a n c h i s e d ,  t h a t  t h e y  may m ig r a t e  t o  " t h e  lo w e r 

4 8 " .  T h e s t a t e  i s  c u r r e n t l y  e x p e r i e n c i n g  re v e n u e  ( s h o r t f a l l s ,  so 

i t  i o  q u e s t i o n a b l e  how t h e  s t a t e  c a n a s s u r e  r e im b u r s e m e n t l e v e l s  

w i l l  n o t  b e a f f e c t e d  b y s t a t e  b u d g e t w o e s , when th e  p r o p o s a l 

c a l i o  f o r  t h e  s t a t e  t o  e v e n t u a l l y  becom e th e  s i n g l e  p a y e r f o r  

h e a l t h  c a r e  f o r  a l l  A la s k a n s .

T h e  s i n g l e  p a y e r c o n c e p t s u b t l y  em b ra c e d  by SB83 c a n  be 

a n a la g i z e d  t o  t h e  C a n a d ia n  h e a l t h  c a r e  s y s te m . The C a n a d ia n  

s t y l e  o f  h e a l t h  in s u r a n c e  i s  f r a u g h t  w i t h  n e g a t i v e  f e a t u r e s  - -  

in s u r a n c e  i s  r a t i o n e d  b y p o l i t i c i a n s  a n d n o t b y m e d ic a l 

n e c e s s i t y ,  t h e r e  a r e  l o n g - w a i t i n g  l i s t s  f o r  s u r g e r i e s  d e n ie d  " a s  

b e in g  e l e c t i v e "  b y  g o v e rn m e n t b o a r d s  —  p a t i e n t s  h a v e  d ie d  w h i l e  

a w a i t i n g  " e l e c t i v e "  s u r g e r i e s  and C a n a d ia n  c i t i z e n s  b e n e f i t  f r o m  

t h e  p r o x im i t y  o f  t h e  U n i t e d  S t a t e s  m e d ic a l s y s te m  w h ic h  s e r v e s  a s 

a p r e s s u r e  v a l v e  f o r  t h e  g o v e r n m e n t - r u n  s y s te m  " n o r t h  o f  t h e  

b o r d e r " .  A l t h o u g h  m o s t fo rm s  o f  h e a l t h  in s u r a n c e  a r e  i l l e g a l  i n  

C a n a d a , p r i v a t e  s p e n d in g  t o  e n h a n c e  an a u s t e r e  g o v e rn m e n t p la n  

s t i l l  a c c o u n t s  f o r  m o re th a n  one f o u r t h  o f  a l l  h e a l t h  

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

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

e r r o n e o u s l y  —  t h a t  t h e r e  w i l l  be " s a v in g s  t o  th e  s y s te m " b e c a u s e  

o f  d o in g  aw a y w i t h  n um b e rs o f  in s u r a n c e  c o m p a n ie s  a n d t h e i r  

o p e r a t i n g  e x p e n s e s . W h i le  t h e  c o s t may a p p e a r t o  be le s s ,  we 

a s s e r t  t h a t  i t  i s  n o t le s s  c o s t l y  i n  t h e  lo n g  r u n . A t l e a s t  

t h r e e  t y p e s  o f  i n s u r e r  o p e r a t i n g  e x p e n s e s  w i t h i n  t h e  " c l a im s



processing" function result in direct benefits to the consumer. 

Two of these go directly to reduce the overall expense of the 

health care system. When claims are filed, insurers verify not 

only the eligibility of the claimant for benefits; we also verify 

that the type of services provided and the individual or 

institution providing them are eligible for reimbursement under 

the benefit plan. A related "investment" by insurers is the 

detection of deliberate attempts to defraud insurers —  and 

thereby to defraud honest plan participants. Maintaining a 

pluralistic system, enhances competition which serves the public 

well. Among the advantages of this competition is that it 

encourages positive technological innovation -- encouragement 

which is lacking in a single-payer system. In fact, other 

countries, including Canada, currently rely on and benefit from 

technological development in the United States. Health insurers 

also compete vigorously in the area of customer service. This 

results in several positive developments, including systems 

innovation and quality service and claims handling.

Perhaps most importantly, competition encourages efficient 

quality care. Employers and employees demand the allocation of 

resources to effectively administer the system, including 

implementing managed care programs. This ensures that care is 

appropriate and of high quality, and that reimbursement is made 

only when consistent with terms of the plan. Through these 

functions, the private sector collectively is working to control 

increases in health care costs. In contrast, what is being



advocated is to place a cap on expenditures without changing t:he 

way medical services are rendered.

One of the most important investments the private insurance 

system has made is the implementation of managed care features of 

a benefit plan. Managed care has as its primary objective the 

delivery of effective, appropriate medical care. When experts 

agree that 25 to perhaps 40 percent of medical services provided 

yields no significant medical benefit, and in some cases are 

actually harmful, it is clear that we need to focus on 

administrative resources on making sure that the medical care 

received by our insureds is appropriate and of good quality. By 

w o r k in g  with patient and provider, managed care plans improve the 

delivery of health care, by among other things, by reducing 

instances of unnecessary testing and procedures, and closely 

coordinating the delivery of care with the needs and desires of 

the patients.

SB83 advocates the Authority to develop and administer 

utilization standards. However, government-run systems are 

notoriously poor at this kind of individual judgement. The 

Professional Review Organizations (PROs) and their predecessors 

have been at best marginally effective; and legal requirements 

make it impossible, for all practical purposes, for government to 

develop effective managed care systems based on selection of 

efficient physicians and hospitals, as private insurers are 

aggressively undertaking to do. Thus, government health



insurance programc in most other countries, such as Canada, 

typically address coat control by Dimply limiting physician fees 

and putting a cap on hospital expenditures without changing the 

way medical services are rendered. Moreover, while Canadians may 

claim that their single-payer system is not "socialized 

medicine", because providers are not directly employed by the 

government, there ia little doubt that the allocation of health 

care resources is centrally planned, just as it would be in a 

socialist state: In Canada, all major hospital decisions to

invest in new technology or services must be approved by the 

provincial governments.

It is quite clear that new, high-tech services simply are 

not adequately available in Canada, and therefore, patients who 

need them have to wait in line. This "rationing by queue" is the 

inevitable result of government attempts to control costs by 

restricting health care budgets while publicly espousing a 

commitment to universal access. Because anything new represents 

an additional cost, a bureaucratic budgetary approach to cost 

control discourages innovation, perpetuates existing 

inefficiencies, and leads to creeping obsolescence. This is an 

outcome we must strive to avoid as we seek a uniquely American 

solution to our cost and access problems.

A pluralistic, private system gives the customer a range of 

options to choose from and trade offs to make. If a customer 

is unhappy, he can switch his coverage to another insurer.



Choico stimulates competitors to provide good, high quality care 

and service. Private ir-durcm have the ability and incentive to 

mold benefit packages to meet the needs of the boneficiarieo. 

These preferonces reflect the make up the employer's wor • force, 

budget size, competition, regional variations and the need for 

employers to retain their work force,

Attached to thia statement are several articles from 

Springfield, Illinois which talk about problems Illinois is 

having with their state employees program —  which is self- 

insured and self-administered. Due to the state's fiscal 

problems, the state employee health insurance plan is being 

adversely affected due to under funding by $135-150 million in 

this fiscal year which is resulting in excessive delays in claims 

payment. The time lag for claim payments effect not only the 

health care providers, but also the insureds -- the residents of 

Illinois —  the state employees. Basically, how would Alaskans 

feel if this happened to them —  considering that this may occur 

with a single payer —  government controlled —  health care 

financing system. Excessive delays in claims payments, with the 

citizens of Alaska potentially facing fiscal adversity due to the 

state's fiscal problems.

The fiscal note on SB83 has been estimated at $377,000.

HIAA believes this is substantially understated. The cost for 

administering the program will be expensive because the 

expenditure targets will eventually have to be related to the



individual health care provider -- physician, hospital, 

ph ar ma ci st, laboratory service and other providers. For example, 

the Maryland Health Care Service Cost Review Commission which 

approves budgets and rates for 52 acute care hospitals, six 

psychiatric hospitals and four chronic facilities has a budget in 

FY 1993 of $2.1 million. We recognize, that Alaska has 24 

hospitals and nursing homoo -- slightly less than lu-.if the number 

of facilities in Maryland. However, SB83 grants the Authority 

expenditure target responsibility and the ultimate rate 

determination for physicians, pharmacists, laboratory services 

and other health care providers which are not controlled by the 

Maryland Health Care Service Cost Review Commission. Therefore, 

we believe the total cost of administering this program, let 

alone the provision of self insuring for the residents of Alaska 

will be considerably higher than the $377,000 fiscal note. In 

addition, calculated into the equation for the cost of the state, 

should be the loss of premium tax revenues the state generates 

from insurance companies. With the enactment of SB83, the state 

would lose the premium tax revenues that commercial health 

insurance companies pay as the state determines to procure 

insurance from a single insurer or self insurers arid administers 

and eliminates all private insurers.

Included in SB83 is the requirement that three provider 

representatives be selected by their constituents to negotiate 

expenditure targets with the Authority. It may be questionable 

whether providers may be permitted to do this type of negotiation



w i t h o u t  some s o r t  o f f e d e r a l a n t i - t r u s t  c l e a r a n c e .  T he C o m m it te e  

may w is h  t o  o b t a i n  a le g a l o p in io n  as t o  t h e  l e g a l i t y  o f  t h e  

r e q u i r e m e n t f o r  p r o v i d e r s  t o  n e g o t i a t e  r a t e s  b y th e m s e lv e s  s o 

t h a t  i t  d o e s n o t v i o l a t e  F e d e r a l T ra d e  C o m m is s io n  a n t i - t r u s t  

r e q u i r e m e n t s .

T h e p r o p o s a l f o r  e x p e n d i t u r e  t a r g e t s  and th e  r e s u l t a n t  

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

t h e  c u r r a n t  f e d e r a l M e d ic a r e  r e im b u r s e m e n t s y s te m  w h e re  t h e  r a t e s  

a r e  r e d u c e d , b u t n o t th e  n um be r o f  s e r v i c e s  o r  th e  e l i g i b i l i t y  t o  

s e r v i c e s .  W h i le  th e  p ro p o s e d  A la s k a  H e a l t h  R e s o u r c e s  A u t h o r i t y  

i s  c h a r g e d  w i t h  d e v e lo p in g  e x p e n d i t u r e  t a r g e t s  f o r  t h e  e n t i r e  

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

t h e  s t a t e ' s  j u r i s d i c t i o n  —  p e o p le  c o v e r e d  b y M e d ic a r e , M e d ic a id , 

C H A M P U S , t h e  m i l i t a r y ,  t h e  B u re a u  o f  I n d i a n  A f f a i r s ,  e m p lo y e e s  

u n d e r t h e  F e d e r a l E m p lo y e e s H e a l t h  B e n e f i t  A c t - -  t o  name b u t a 

fe w . T h e re im b u r s e m e n t , b e n e f i t  l e v e l and e l i g i b i l i t y  a r e  a l l  

d e c id e d  b y  t h e  f e d e r a l g o v e rn m e n t and t h e r e f o r e  w i l l  n o t  be 

in f l u e n c e d  b y t h e  s t a t e  b u r e a u c r a c y  o f  t h e  A la s k a  H e a l t h  

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

SB83 i s  a r e s u l t  o f  a p a r t i a l  e x p e n d i t u r e  t a r g e t  i . e .  " a  h o u s e  

w i t h  m is s i n g  w a l l s " ,  so t h a t  t h e r e  r e a l l y  i s  n o " c o n t r o l " ,  I f  

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

g o v e r n m e n t p ro g r a m  re v e n u e s , i t  w i l l  r e s u l t  w i t h  t h e  r e m a in in g  

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

s u b s i d i z i n g  t h e s e  u n d e r fu n d e d  g o v e rn m e n t p r o g r a m s  b y f u r t h e r
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inappropriate and inadequate rates which will result in a 

negative effect on the health care of all Alaskan residents.

There is a definite need for Alaska to address both access 

and costs. The insurance industry is strongly committed to 

successfully addressing both of these issues. SB242 greatly 

enhances access to the groups that are most in need —  small 

employers —  as 90 percent of Alaska's employers have 25 

employees or less. Further, we strongly believe that the managed 

care programs which ensure only medically necessary care provided 

in the most cost efficient setting, by quality health care 

providers is the way to address health care costs. Private 

insurance companies have a substantial investment in the 

development and promotion of effective managed care programs. 

Private insurance managed programs are not a governmental 

bureaucratic centralized autocracy such as being advocated in 

SB83 -- but rather they examine the needs of the individual 

patient, working with the patient's physician to determine what 

is most appropriate. Managed care is working both by enhancing 

health care quality and controlling medical expenditures. We 

therefore respectfully request that the Senate HESS Committee not 

approve SB83.
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April 9, 1992

Ms. Jan Andrea Meisels 

Legislative Director

Health Insurance Association of America 

22144 Clarendon Street 

Suite 220

Woodland Hills, California 91367*6324 

Dear Jon;

Enclosed Is n copy of the FY93 budget allowance for the Health Services Cost 

Review Commission (HSCRC). You will note the total expenditure is S2.1 million. Other 

than salary and fringe benefits, the largest single component is for contractual services which 

incorporates several contracts for processing the H S C R C  data. 'Che total budget is financed 

through a user fee assessed on hospital patients and included in the rates set by the HSCRC. 

The industry we regulate includes 52 acute hospitals, six private psychiatric hospitals and 

four chronic facilities. According to the annual disclosure report for FY91 total revenue is 

approximately $4 billion, According to A H A  statistics for 1990, the state of Alaska had 16 

community hospitals with total expenses of only $318 million. Although there are certain 

fixed costs associated with operating a Commission, I can well Imagine a substantially lower 

budget for accomplishing the same purposes us the H S C R C  in a state with one quarter of 

the hospitals and one tenth of the revenue us in Maryland.

Should you require any additional information, please feel free to contact me.

Sincerely,

)hn M. Colmers 

Executive Director
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Ttol »l*« MOtsIda Clhrttfton Cowrl t.1 
EprisutfUU »dmo»WtM Dtc tUrU for Urln* u  
tax «■ paying fb  b iB * .,

Between a
doc and a
hard place
Late medical insurance

p a y m e n t s  are a p r o b l e m

for state employees, too 
• / 

fc»Dooonw:E
KTAfSWWTtR

For Jadt and DUn*. two m u  employees, * a u  
to rem n itw i await rtfing t o t  Uu l« u t . Their own 
is.

Tbo G en ia l Assembly win coovtna Io Spring­
field Wednesday to heaf Gov. i lm  H e ir 's  pun for 
fixing ot t  U50 mlOLoa bole In (Ac stale's bud­
get. , .

When Ed tar ts finished. lavmalcert wfll dob iu 
Ute vtsdea of u x  bib*!, ftosLc t̂ cau, borrowing ted 
other Idea* oxuh Hunt ttu l are pollfically expedient 
add those t t i f  ere not) fo r mending ihebndgot hole.

■fie* and D im e— 6 hashand tad wife *0 0  asted Qua thelf m l  name* sot be used —  have Uftie 
Interest itjwhnhtr Edgar or He lagtstohir*, Repub­
licans 01* Democrats, come OCt ahead politically 
wbea Out budget d« t trill e*.

T be /re  wooderioj how mey'rs souk  to tteep up 
with ( io  mwUcxi am* when their first child to bom Hlssprla&. •

“ lb *  baby bdee aboutamoothafiertnestatei* 
p ro jec ts tostop paying Us nUK,* seld Uck. Tut 
docorah*veb«M fine®  far. CBoi) we've tud lad j. 
cu tou  He hospital may M f l  on i  ptymcnt plan, 
trx ml«x to be very, xerr d lfllcoit tlmta for ns."

(ike  most other bins owed by the stale, pi7m«Qts 
(Or otita employee hceita liuonnc* olatms ere fa r 
behind the normal EO-doy schadole. Lynn Calami, 
heoaflta manage fo r the Department o f Central 
Management Servle«. s*Jd the state Is cut rent for 
m edia l bins thnnga 0a. t ,  meaning some aQls 
nearly Usrte meftUs old haven't been paid.

Three rsnQ s  t o t  the loosest b io ilog  In (he 
■ m l pactfotlp, tret Ha Im pac o f l*te m ed ia l lo- 
m rafiit payoefl# Is Ju t at toBln for tetpioyw* as 
late ptymasci fire fo r lOCpUals, aursfne hcmssaxid 
phamwdce
' Cniamesaid ttura n fBaabcgt am m a  fpm

$g« LA.TE on page 4
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Sunday, fanuaty f. I

L A T E
F rom  p« « e  1
twoao m edia l provida/i von will 
well for peyatoU (rum the »u»e 
health Insurant* program and those 
«no arc danandtog that paiiera pay 
upfront.

When a physician rrqoirer. a pay­
ment at the time a service U delis- 
trad, irs the employee who. IA t f f  »a, 
it carrying the stall OfUil money a 
available lo pay Ut a otnlm.

Coaipooidlng the problem for 
state ttaployca. though, a  mu,Ed- 
p r  and tho legUtatura end erf undid 
this year's health insurance program 
by an eflUMIM UCO mlUfoc. Projec­
tions r,ov a rt utnr the su it will em ­
pty ran out of money lot itcie work- 
a fit* health tnnrance claims in m o 
Fen retry or Mtrca — perhaps four 
tnoaiw before Uu esc ot me finni 
year.

Thars a tut bet Jack ano n it wife 
eaSrtmdy worried tight co». He esu- 
mm to he tints 0,000 io ous'-of-socyej 
mrdJcal aipemtcs if tht tiate doac't 
aociucrati paymeflU.

"Vhot wt de<dd*o to nan  the fam- 
r.y, <ra oinn't axpoct to pick ep c *  
(cntira) emt of the doctors tad the 
hospital" Jack mid,

Oatopot mencdloai outlay, fa c ts  
wife wIB not have n stats payehemt 
durtag exoa of her maternity leave. 
Add to that the posJbibty mat Rue 
employees cuty he aatea to Utie la- 
'ou^tito help balance tat budget sod 
tht couple's financial sqom e dram  
tighter.

"We both H i down and looted al 
the printe jector* faea a id . “ We 
locked i f  wbtihar * e  an  af.'otd ro 
say oa With ih* rate ."

U fa  pnyaeni of m ed ia l buu la 
doing ctdhlag lor a lnody low sa ia  
tmpioyee morala. That's perceular- 
ty iroc since most state employe** 
bttpm maldng CDOJribufiooo to their 
neaiih intsraaa pun tats aoaih, for 
Oe nm Urns tier.

The praxUioa wu p jr i  of the ecu- 
trad oegntiated with tht Amodam 
Federatloo of suie, Cooofy end Mn- 
otripal Employees. In retnrc, the 
state thlr mo w> hagnn to assome em- 

-p loree peaiiss- aihtrfbciles3.-vyta:; 
?rovld« more taie-hoco# pay wtca- 
out a iradidaatl pay ratio.

Tht staro totight me tmpioyee cno- 
OTbuUon to heuth insuran« cazs U  
hopes that If imployet* bore pan of 
the radical core bordan. they >»c£ld 
be more cartlol to stay medics! help 
only when ctadad.

■f had i  KWO oedlcaj bill io Oao- 
bar (hat tha s u e  hasn't paid a tfima 
oa.* rtspooded oac dltgnj.-.tlcd tae- 
r t tv y  of snua'C employee. * If that 
wtx a re ft tar Kaursact eompsny sot

“W e  both sat d o w n  

a n d  looked at (he 

private sector. We. 

looked at whethcrwe 

can afford to stay o n  
with the state.

Jack
State 'Mjrier

paying nils, the suit  would shut 
them down. T&eyra loklog monty 
far a ptodoa rm oot gestiflg. fm  gat- 
tfog hounded by aecUots,"

Csinmo a le  the employee com.i- 
batlooa tho old itoc ra tt obOut UA 
mffiioo a nuxsh lor med.-caf, dcntr.i 
nno dependent cnartnL That, v ia  
piovide a lltte  relief lot taejaah* 
stropped prtgram. bol those coatri- 
botlons wffl mate up oaiy a minis­
cule portion of Ute S100 sfiUlon 
snorHafl w tne health losnrancrpro- 
gram. ~

bUny atiiloai pruviderj ore vbrt- 
(n r wflh their suie anployw  paaents 
to come up with suitable p o y n o f 
plana oath sa le  checks a rriv e .- 

“We'ra tryloa to he it undestand- 
leg with our poliexits u  wa can.* said 
fin  Oainaa. basmtss office director 
(orSprtncfield Oioio. * We eactraro|« 
them to eaart moethly paymeatg.* 

Those meathly  psymaaos home- 
times inclcda expensM covered by 
lnoirance. La which aua tae Stole 
raimb arses tpe pedtni o eee the stilt

up. -
e cllfiie does "a f i p i f i o n fpor­

tion o f our busueu* with stiii'am- 
pioyeex O'ainan said.
• While £cg irs«pec itd :aad ire ss 
the staas merall bjCRit men oa 
Wedowdty, he m hot expected to sin­
gle oul empior/H health tasqancx 
c ih lo i for special coaitoeratloa. 
Hovdi-er. a group of Bouse Demo­
crats Is papering da ovo ioiudao to 
the bodges problem, walca wifi ad­
dress aeoJia tnsoradco.

Rtp. Mite Curran. D-Spriogfield. 
■sild-aSrsti n dmxn Dmmasnci^ita- 
hatched a plan * lh it wt fed  U a very 
good sollfCoei." cdlhdtth be d«2ned 
to otiUlae it prior lo Edgar's b.ydgot 
speech.

C am a  si-d It Is dea r that some­
thing must b« done about me coder- 
(undid health ear* program.

T te e e  are poople woo u r ’ paying 
for their own health r a a n n « . ;£ a f  
ran said.'Tm boarbi a lot of (rrsira- 
tioe frsru them. Smle iovarn.T.eht 
Isn't ( t a t  legaidt'are), it’s He employ­
ees.*



Oy Joan Lalz QrJffln
r ’ubllo Im dSi m fcw

. A n th o n y  F in e , 2 9 ,  S o x  fo b c r c u lo -  
' s is l ( t  e e t t h  l o  t a l c  m e d k a o o u  ic -  

g u la i jy  (h r as (c o s l a  y ea r. O u b a w b e , 
n o t  c rn ly  w if l h e  ge t tic k  t o *  ho  \ v i l  
b e c a m e  w Fcctfew j a n d  a b k  l o  p o u  
th e  JK sc jcc  o n  t o  o th e rs .

I i y c  re c e iv e s  b i t  t u J I d  c o r e  
f i o i n  F r e o d w u  C e n t e r ,  a  s a te lli te  
c lin ic  c f  O jo J i  C o w . t y  l l o s p i a l  o\ 
1 3 1 5  W . M o o k s o  S I .  fc b o k  C o u n ty  
is re im b u rs e d  f o r  r e n t  o f  th o  case  o f  
I r y c i  c a re  l l a o o * ”  E ta  W in o fa  D c -  
D n r ln ta n t  o f  l ' u t i c c  A t t fa  G e n e r a l 
A s sb h ta o c  p r o g r a m  

Hut d e l  rc ln ib u rw m c n l w i l l s t o p

■y y  ^ » ■ m/ Jg V ^ I L X  JL \ / I . l t c a i M I  IUPCIRC1IU5
i f  t l ic  c u ts  p r o p o s a l  In  G o v .  J h *  
D ig n r ’s  b u dg e t a rc  a p p rov e d  b y  th e  
G e n e ra l A s s e m b ly .

I t a  S m a lo  A iip io p i ia t io n s  C o m ­
m it te e  w l l  h o ld  hea rin g s  o n  R io  c u ts  
n t I  ( slid. M o n d a y  m  I l l i n o i s  
M a s o n ic  H o s p i t a l ,  * J 6  V / .  W e l ­
l in g to n  Awe.

M c d it x i  b en e fits  f o r  p r e p fc  r e c c r r -  
ia a  G c a c ra i  A ss is tan ce , u s u a lly  s i i i | f o  
a d u lts , a lo n g  w ith  m a n y  lie n lta  b e n e ­
f i t  f o r  thn  w o rk in g  p o o r  a m i ckm tu l 
m id  e y e  eu ro  f o r  w o m e n  n n rl d iD -  
d r c * , will foe drained. Eatra (bnda 
f i a id  t o  h o s p l ln ls  ( !w r  t r a i l  ( ru g o  
r i u m b c c  o f  |> o o r w i l l b e  re d u c e d .

C i t y  a n d  u c ro n ly  d ia ic s  R e  F r e e ­
d o m  C e n t e r  c o u ld  b e c o m e  o v e r ­

w h e lm e d ,  p u b l lo  h e a lt h  p i o r i d c n  
s a y . m i  p o m t e  h o sp ita ls  th a t c o n -  
t iaO o  t o  t re a t  the p o o r  v n t lo s e  r u l l -  
f i o t a  o f  d o U n n .

" R e d u c t io n s  In  d ie  n n o J k n l b e n e ­
fits  o f  ( b e  G c n c n t l A ss is ta n c e  p r o -  
p ro m  w o u ld  t a u t  bS o f  us.** ta id  O r .  
R i c h a r d  O k h .  m e d i a l  d i r e c t o r  f o r  
t h o .O u c o e o  D e p a r tm e n t  o f  t f c n l i h .

" I n  t r e a t in g  tu b e rc u lo s is  f o r  c x m n - 
p lc ,  k ’t  n o t  th e  ru e  (Heat !o j\  th a t a  
e x p e n s iv e , I x d  ( fie  s t a f f  t o  rosdac s o re  
d ia l r f l  th e  p r d c a h  Sd tc  th e i r  naod l 
c a i lcm . A b o  w o h a v e  t o  t a t  a d  th e  
p e o p le  ( h o y  lu iw  h n d  c k « o  c o a ln c t  
w i t l t ”

b e c a u s e  F r y e  Is  h o m e le s s  n n d  
s i jc t x b  h is  d o y *  ut d r o p - in  c o i t u s

a u d  Id s  n ig h ts .li t  s i d l e d ,  lu> ro u tU o -  
ly  c o t  n e t  in  c on ta c t w ith  h u n d re d s  
o f  o i l i e r  p o o r  p e o p le . A l lo w in g  i i lm  
l o  a g a in  b o c om u  k f i x t l o u s  w o u ld  b e  
IDeefiy t o  o o i t  c ou ch  m o r e  itow i c o n -  
t lo o fn g  t o  t re a t Id s lu b c r a d o c k .

R e fu s in g  t o  p a y  lo  I re n t  F r y e ’s  tu -  
b e rc u fo d s  h  J a s t o n e  c x o rn p h i o f  t l x  
k in d  o f  c o .s t-3kJ fth»  a a d  ’ ’ p e n n y -w ise  
n o d  p o u n d - fo o l i s h  p r o p o m ls  (h a t  
p u b lic  w e lfa re  ncthdst.' s u y  a b o u n d  li t  
rbc b ttd ftc f c u b .

" I f  t lic  m e d ic a l b e n e fits  f o r  G A  
a re  e lim in a te d , su re  (h o  m e n  c a n  
t o  C o o k  C o u n t y  H o s p i t a l *  s n td  
f k iu r  DcdiiiiCjior. cac c u tlv t d ire c to r  
o f  th e  J’ u h l lc  W e lfa r e  C o a li t io n .  
' 0 «  O iu n t y  w i l l n ln a d y  b e  b a n g

u » n o y  o n  d ie  C IA  p a t ten  Is  k  id rendy  _ 
s a v e s , a u d  n o te  it w i l  h e r e  m a re  o f !  
th em  e n d  th e y  w fS p ro txdk ly  b e  sic^-'^ 
« r w b o a  th e y  g e t  th a n .0

C o o  ml y  lte s p i fc d  p r o je c t s  it w i ll 
lo s e  J I V  c u i o n  i f  tfee budget cuts 
g o  U iro c g h . O th e r  W e s t S ide lios/> l- 
t a b  a n d  tb c lr  p r o je t fe d  lo sse s  w t , 
L o r e t t a ,  S 3  m l l l i o J c I le U i a n y ,  S 3 .5  . 
r a i l i o n ;  M t . S lm l ,  5 2  n u li lu re  a n d ! 
S t . A sa llio n y , S I  m tM o o , sa id  la cV io  
R c r d ,  b c M  o f  t l x  W e st S id e  (R a h b  • 
A u t lio r i ty .

" O u r  o o c u a n ro ity  c a *n o«  oflbacl i o . 
lo s e  th ese  ho sp ita ls  a n d  K  these c u b  . 
g o  (fiTOMch, It r d l]  b e  JlW  U tfll tnuch 
l o n l c r  f o r  th em  to  s ta y  o p e n ,"  shn  
sa id .

1 f ^ /  ‘f/
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Unions; State slow to pay 

worker health-care claims
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By Chartes N. Wheeler III
Chiti, Spriiyifiekl Ou't iu 
CNceco CuivTrnat

S P R I N G F I E L D - T w o  unions filed 
contract grievances with the state 
Wednesday, contending health care 
for 7,000 state worker* they represent 
ic being curtailed by long delays for 
Insurance dfllaa payment*.

Union official* said the move wsa 
Ifltendtd to pressure Gov. Edgar and 
th« Legislature to plug a $160 million 
Shortfjl la funding for the state's 
health Insurance program.
*Bo« u m  of tht shortfall, the state 

ha* fallen month* behind in paying ‘ 
modiod bills for its workers, with 
dolma dating beck to last fail juat now 
being paid, according to state officials.
L^uUtioo pending in the Houae 

.would appropriate the needed funds 
for the program, but the proposal has 
bad a cool recaption from Edgar.
*The governor continues to be con­

cerned about delays in paying medical 
bills of state employees." said Mike 
Lawrence, his press secretary. "How­

ever, we’re In a very tough budget 
situation. The Options would be ta 
either raise taxes or borrow money 
without having e plan to repay ths 
money. Both of the^e options are un­
acceptable to the governor."
But officials of the unions-— the Illi­

nois raderatioc of Teachers and the 
Teamsters— argued that the payment 
delays are causing pave harm.
Many tvata employees must pay lip* 

mediately for medical service* by doc­
tors. pharmacies, hospitals and other 
provider* tired of waiting months for 
benefit checks, utd Gary Leach of the 
Illinois Foderatlor. of Teachers.
“We era certain some members are 

In the early stages of serious illness 
but wfli not be able to verify thU 
because they are forced »  imacul doc­
tor’s visits,’' he said.
Some workers are being hounded by 

collection agendas while others havo 
been sued by providers seeking pay­
ment, Leach said.
The grievancts by rtata employee 

locals of the teachers federation and 
the Teamsters ware similar to ones

lodged by Council 31 of the American 
Federation of State, County and M u ­
nicipal Employees, the euta’e largest 
employee union.
The iuttui reminder of Use states 

budget wc*s, the cotnpLainU came on 
the heals of a bliak report from state 
Comptroller Dawn Clark Netach. who 
said revenue* remained “dead in the 
water" through February.
Most ominously, the comptroller 

said, aaies tax receipt* irv February 
totaled $253 m i l i i O D ,  fc5? million less 
than the $310 million collected in 
February, iS'90.

1 if tnore has been an economic 
turnaround, it’s not ehowbg up in our 
rovtnuM to date," said Netscn.
Through the Gr*t seven months of 

the 1953 fiscal year, income and sales 
tax receipts have been “tsaentfafiy 
flac," she said, causing her to lower 
her ctTice’s estimates of revenue for 
the fiscal year by about S100 million.

As a result cf the cash crunch, 
Netsch said, tie state faced a near 
$600 million backlog of unpaid bills at 
the er.d of February.
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6oo -t m u s / » i e«rtSharing Chicago’s birthday
PtfOp/e bcw  W  J^ 9irĈ * ' nf  UP ' ’' ‘6£nd*<l3y—  Michigan. Tho city coiobratod with b c-nocolatc cako 
Ch icago* 1$5th ann )v# riB ry--to ih a k * hands with created by paalry c h e f  C r ic  Q u rk e y  of *
Mayor Oaley fit tho Cultural Center, Washington m a  Chinaggjfalfll. *
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AFSCME to call for health insurance measure
Curran, union join 
to ask money for 
cash-strapped fund
Oy DOUG FIHKH
iTArf wnuei

R*?. M it»Carnk and Ibo Serges! 
rM e crnyier e« union vtn^ot* (cocci 
ksdiy lo r t l  for mare money (or (ho
cisfi-iUnppcd state empleyoo fcralCh 
kuunnce (and.
T h o  Ed cor administration T fw a-

day Mid II vrfll rapport lnp/vln< rort- 
«¥i cpcdallicJ fends (or I I J  mWen 
to help pay antyleyco hceltMnrur- 
•»oc d k lM  Ifawever. the edmlqh- 
trodon to Car It  not y rop « l» i Addi­
tional laafOmt (or the employes 
liesltk (jojiir nn ee hod .

Cumui. n SyrleBlioId Dernormt. 
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March 4, 1991

Senator Arliss Sturgulewsk.i 
Chairperson
Senate Health, Education and Social Services Committee 
Alaska State Legislature 
P. 0. Box V 
Juneau, AK 99811

Dear Senator St ur gu le ws ki:

Thank you very much .for meeting wjlth me during my recent 
visit to Juneau and discussing SB83 arid its companion bill HB71 
as well as HIAA's altern^tive^for-^ffcrdable, available and cos 
effective health insurance', "Financing Health Care for All 
Americans." If you have any further questions regarding HIAA's 
opposition to SB83/HB71 or our alternative approach, please do 
not hesitate to contact me or Gordon Evans.

Sincerely

pan Andrea Meisels 
State Affairs Associate

JAM:mlp

cc: Gordon Evans

6 0 5 2  Hackers Lane Agoura Hills, CA 91301-1410 818/991-6817 Telecopier 818/991-0722



ALASKA STATE

H o s p i t a l  &  N u r s i n g  H o m e

ASSOCIATION

A p r i l  1 5 , 1992

MEMO TO: CHAIR & MEMBERS 
SENATE HESS COMMITTEE

FROM: H a r l a n  R. K n u d s o n , P r e s i d e n t / C E O
A l a s k a  S t a t e  H o s p i t a l  & N u r s i n g  Home A s s n ,

SUBJECT: O p p o s i t i o n  -  SB 8 3 , H e a l t h  C a r e  A u t h o r i t y

C omm u n i t y  h o s p i t a l  and n u r s i n g  
A s s o c i a t i o n  had t h e  o p p o r t u n i t y  t o  
m e e t i n g  h e r e  in  J u n e a u  on A p r i l  6 .

home membe rs 
r e v i e w  SB 83

o f
a t

t h i s
a

T h e s e  f a c i l i t i e s ,  who m u s t w o r k  e v e r y d a y  w i t h  c o m m e r c i a l  
i n s u r a n c e  c o m p a n i e s ,  M e d i c a i d ,  M e d i c a r e ,  CHAMPUS and th e  
V e t e r a n s  A d m i n i s t r a t i o n  a r e  u n a n i m o u s l y  o p p o s e d  t o  SB 8 3 .

We re commend t h a t  SB 83 and CH IPRA , t h e  C o m p r e h e n s i v e  
H e a l t h  I n s u r a n c e  and P a ym e n t R e f o rm  A c t  be r e f e r r e d  t o  t h e  
c i t i z e n s  o f  A l a s k a  f o r  t h o r o u g h  p u b l i c  d e b a t e  and t h a t  t h e  
L e g i s l a t u r e  make " c o m p r e h e n s i v e "  h e a l t h  c a r e  r e f o r m  a n um b e r 
o ne p r i o r i t y  f o r  1 9 9 3 .

O u r o p p o s i t i o n  t o  SB 83 i s  b a s e d  on:

1.
c a r e ,
t h a n

L-v-

3 . V'

S e c t i o n s  1 - 8 ,  P a g e s 1 t o  4
-  r e f e r s  i s s u e  o f  h e a l t h  c a r e  l i m i t s ,  a c c e s s  t o  

q u a l i t y  c o n t r o l s ,  u t i l i z a t i o n  c o n t r o l s  r a t h e r  
s p e l l  o u t  i n  l e g i s l a t i o n  how t h i s  i s  d o n e .

-  a d d s a n o t h e r  l e v e l  o f  a d m i n i s t r a t i o n  t o  CON p r o c e s s
-  p l a c e s  H e a l t h  R e s o u r c e  A u t h o r i t y  i n  D e p a r t m e n t  o f  

A d m i n i s t r a t i o n  w hen e x p e r i e n c e d  p e r s o n n e l  a r e  i n  
D e p a r tm e n t  o f  H e a l t h  & S o c i a l  S e r v i c e s .

Page 7 , S e c . 4 4 . 8 7 . 0 6 0 ,  L i n e  1 —  D u p l i c a t e s  d a t a  p r o g r a m  
o f  D e p a r tm e n t  o f  H e a l t h  & S o c i a l  S e r v i c e s

Page 7 , S e c . 4 4 . 8 7 . 0 7 0  -  d e v e l o p  a s t a t e w i d e  h e a l t h c a r e  
b u d g e t  and e x p e n d i t u r e  l i m i t .  T h e r e  i s  s e r i o u s  q u e s t i o n  
i f  t h i s  ca n e v e n be d o n e ,  b u t  i t  i s  c e r t a i n  t h e  c o s t  
t o  do t h i s  w i l l  b e v e r y  e x p e n s i v e ,  
e § , Se c . 4 4 . 8 7 . 0 8 0 ,  h e a l t h  c a r e  p r o v i d o r  n e g o t i a t i o n s .  

B e s i d e s  t h e  v e r y  s e r i o u s  an t i - t r u s t  q u e s t i o n o f  h a v in g
he a L tii_ p r-Q V  i  d o r  s j o i n  t o g e t h e r  t o  n e g o t i a t e  f e e s ,  t h e

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

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

i n e g o t i a t i o n  p r o c e s s  a p p e a l 
o . J  Page 9 , S e c t i o n  4 4 . 8 7 . 0 9 0  

x,/v .j7’ * y f i s c a l  n o t e  i g n o r e s  t h e  <

A  H 6 . £ a g e 1 0 , S e c t i o n  4 4 . 8 7 . 1 0 0 ,  We u n d e r s t a n d  c o m p l i a n c e  w i t h  Jr /  >
[y f'  i*  yvA<, r e im b u r s e m e n t  s c h e d u l e s  b u t  h a v e  no c o m p r e h e n s i o n  o f  how  ̂  M  1 y

v / n n  r n r r m l v  w i  t - h  p x n p n H i  h i r p  l i m i t s .  1 1 / 1  •

y e a r .  
P a g e  10 ,

\ i |  <

S e c t i o n  4 4 . 8 7 . 1 0 0 ,  We u n d e r s t a n d  c o m p l i a n c e  w i t h  1 }  /

y o u c om p l y  w i t h  e x p e n d i t u r e  l i m i t s .

319 Seward Street# ! 1 • Juneau, A K  99801 • (907) 586-1790 • Fax (907) 4(>jy§£3) [ V ' / V
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7 . Page 10 , S e c t i o n  4 4 . 8 7 . 1 1 0 .  M a n d a t e  p r o v i d o r  p r o v i d e
i n f o r m a t i o n .  Who p a y s  f o r  g a t h e r i n g  t h e  i n f o r m a t i o n ?

y  --------------------------~ ---------

, 8 . Page 1 0 , S e c t i o n  4 4 . 8 7 . 1 2 0 ,  P r o c u r e m e n t  o f  I n s u r a n c e .  
I f  t h e  s t a t e  s h o u l d  s e l f  i n s u r e r ,  t h e r e  n e e d s  t o  be 
an a n s w e r as t o  f e d e r a l  t a x  l i a b i l i t y .

9 .  Page 1 1 , S e c t i o n  4 4 . 8 7 . 1 3 0 .  We h a v e  h e a r d  t h a t  t h e
A u t h o r i t y  w i l l  e v e n t u a l l y  be b u d g e t  n e u t r a l ,  b u t  h a v e
p o t - f o u n d  w h e r e  t h e y  a r e  a u t h o r i z e d  t o  t a x  o r  c h a r g e
’fe e s , .__

Page 2
Memo - Senate HESS
April 15, 1992

)

I n  c o n c l u s i o n  we c o n s i d e r  SB 8 3 , a c o s t l y  a d m i n i s t r a t i v e  
n i g h t m a r e  t h a t  w i l l  do l i t t l e  t o  i n s u r e  a l l  A l a s k a n s  a c c e s s  t o  
c o s t  e f f e c t i v e ,  a f f o r d a b l e  h e a l t h  c a r e .

#####



A laska H ospetal C o  uncoil
P. 0. B o x  3 4 0 3 5  • Juneau, A K  99 8 0 3 - 40 3 5

April 9, 1992

Senator Arliss Sturgulcwski, Chair

Senate Health , Education, &. Social Services Committee

Alaska State Legislature

Room 427, Capital Building

P. O. Box V

Juneau, A K  99811

S u b je c t: Senate B il l 83 , " A i t A c t e s ta b lis h in g th e A la s ka S ta te H e a lth  Resou rces 
A u t h o r i t y ; . .

Dear Senator Sturgulewski:

W e  have reviewed the significant changes in the latest version of Senate Bill 83. While 

we recognize the tremendous amount of effort involved in the preparation and attempts 

to address and resolve such complex issues, we have several comments and questions on 

this particular legislation.

RaieJCuntm ls

The bill relies heavily on rate controls. Whether called "expenditure limits" or 

"reimbursement schedules" this reliance on rale conuols is likely to add to the 

complexity, frustration, and inefficiency than is present in the existing system. Much has 

been written about the pioblems and hazards of government imposition of rate controls. 

Rate controls which favor too heavily the buyer or payor tend to either lower the supply* - 

of the service or cause a uccline in the quality of the service. If rate controls fuvor the 

seller or provider too much, they can lead to inefficiency. In either case the potential 

exists to create a system which neglects the needs and desires of the consumer or patient.

Rate controls create under-investment in capital expenditures and a lack of ongoing 

expenditures for repairs and maintenance. With the rapid expansion of technology in the 

medical field, a system that tclics only on rate controls has the potential of not offering
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AHC Comments ■ SB 83. Pugc 2

the technology needed and desired by patients. Again, a system that is not responsive to 
the consumer or patient.

Please consider the following quote: "Some States have tried rate controls on hospitals 

for more than a decade. A  recent study comparing hospital expenditures...revealed that 

expenditures in the regulated states rose an average of 9.5 percent from 1986-1989, 

compared with 7.1 percent in the competitive states. Increases in the regulated states 

exceeded the national average of 8.5 percent". (Lcwin/ICF, April 1991).

W e  need to carefully weigh the impact on providers, payors, and patients of a system that 

would rely so heavily on rate controls and expenditure controls. It appears to contain 
many hazards,

Certificate of Need

In 1982 the Federal Government removed its C O N  requirements, This left states free to 

abolish their C O N  luws. Attached is a map showing the large number of states that have 

repealed C O N  laws. In addition, a number of states have scheduled C O N  laws to sunset. 

W h y  are so many states eliminating C O N  requirements?

In March of 1988 the Federal Trade Commission commented on "... the overall 

effectiveness of the Certificate of Need process...". Below are all of the headings and 

subheadings of these FTC "comments". They point out many of the problems with C O N  

laws:

"1. Interest and Experience of the Federal Trade 

Commission.

II, C O N  Regulation is Ineffective and Possibly 

Counterproductive in Promoting Efficiency in Health Care 

Markets

A. C O N  Regulation is Unnecessary to Remedy 

Deficiencies in Heulth Care Reimbursement

B. C O N  Regulation is Ineffective as a Cost-Containment 

Mechanism

C. C O N  Regulation Interferes with Competition in Health 

Care Markets.

D. C O N  Regulation is not a good Mechanism for 

Addressing Concerns Related to Access for Indigent Patients'.



AHCComments - SB 83, Pftfic 3

HI. I f  the CON Process is Retained, the Thresholds 
should be Raised and the Scope o f Coverage should be Restricted 
in order to Reduce the Negutive Effects o f CON on the 
Competitive Process,"

Since the goal is to improve many if not all o f the features o f  the system (including 
access, quality, anil costs) it seems from this information that an easing or even 
elimination o f CON restrictions is the best way to uchicve o f this common goal.

M e s l j jL C £ M j.uUll£ C .oslo f.C ruup ljca lth  Insurance

There is a provision o f the bill which states that: "A certificate o f need may not be issued, 
except fo r a temporary or emergency certificate under AS 1 8.07.071, unless the office 
has received a determination from the Alaska State Health Resources Authority regarding 
the effect o f the certificate o f need on the cost o f group health insurance" (Page 3, Line
3). Frankly, this provision is difficult to understand but it appears to involve u task 
tremendously complicated and time consuming,

C i^lk>JLoIiuJihiiiiJiiil- liiircaucritc.y.tAhiskiLStttte Hcalth.Rcsonrccs..Aiiti:ority)

In assessing the potential addition o f a new bureaucracy to State Government to control 
and limit rates, we can only draw on our existing/previous experience fo r guidance.
There is already in the state a mechanism fo r setting facility (Hospital and Nursing 
Home) payment rates. It is known as the Medicaid Rate Advisory Commission. A ll, 
including the State, who are associated with this system are frustrated and are working to 
replace it with something '!?::$ cumbersome. It should be understandable then that there is 
concern at the proposed addition o f another rate setting body. The rates established by 
the current MRAC seem to result in an increasing number o f appeals and litigation. This 
means that issues from  a given Fiscal Year wait many months, even years, to be resolved. 
The addition o f  ASHRA would likely add more forms, more time and the potential fo r 
more appeals and litigation. Providers are already needing to expend an increasing 
proportion o f scarce resources on activities to satisfy rate setting bodies. SB 83 creates 
another one.

Bureaucracies such as (hat proposed here are expensive to set up and maintain. The FY 
1993 budget request fo r the Medicaid Rate Advisory Commission is $622 ,600 . In 
addition, there is a separate budget request o f $687,000 fo r the unit that conduct audits o f 
1 lo.xpitals and Nursing 1 lomcs. The total annual cost o f these two functions is in excess o f 
$1.3 m illion. Since the Alaska State Health Resources Authority would be setting rates 
for all providers o f Health Cure not only Hospitals and Nursing Homes it would appear



AHC Conunenis • SB 83, Page 4

thnl llie total budget to operute ASHRA would need to be several times linger than the 
$1.3 m illion needed to establish and monitor Medicaid rates.

ASHRA is directed in the legislation to develop state wide health cure budget und 
expenditure limits. There appears to be no mechanism to assist providers in managing 
ever increasing costs with which they must deul.

The proposals presented in SB 83 only generally and briefly, i f  at a ll, reference other 
key factors impacting the increasing cost o f health care. The. impact o f ever increasing 
Medical Liability insurance costs and the need for Malpractice reform  to slow the growth 
in these costs is not addressed. The importance o f providing access to care for the 
uninsured and under-insured is briefly mentioned but no specific proposals are brought 
forward, No one in need o f medical cure is refused treatment, but the costs associated 
with the provision o f care to those who arc in need, but who arc unable to pay, lias a 
major impact on the health care system und remains to be addressed.

We appreciate the opportunity to comment.

Sincerely.

The Alaska Hospital Council *
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ALASKA STATE

H o s p i t a l  &  N u r s i n g  H o m e

«  W ASSOCIATION
February 25, 1991
Alaska state Hospitals & Nursing Hones
Contact: Harlan Knudson, President, 586-1790, Juneau

FACT SHEF.T FOR RESPONSE TO:
* The State of Alaska's Health Care Cost Containment Task Force 
Report
and
* Senate Bill No. 83 (HB No. 71), a bill creating the Alaska State 
Health Resources Authority.

Introduction:
The Health Care Cost Containment Task Force Report was 

released this February. The task force was formed originally to 
consider ways to cut the cost to the state of providing health 
insurance for its employees. Its duties were extended last year to 
cover all uninsured and under-insured Alaskans,

The report's major recommendation is creation of the Alaska 
State Health Resources Authority, as described by legislation 
sponsored by Sen. Jim Duncan (D-Juneau). The authority would set up 
a rate and reimbursement payment schedule for health care providers 
in Alaska, and dictate that schedule be followed by all public 
employers. It would also allow establishment of insurance pools by 
groups of smaller employers in search of available and affordable 
health insurance.

Hospital concerns with the task force and its recommended 
legislation:

* The task force's view of health care was extremely limited —  
there was no representation from the business community, health 
providers or consumers on the task force. All its members, but one 
union representative, were state employees or legislators.

* There is little hard data to back up the task force report's 
findings. For example, it cites "overbuilt health care facilities" 
as one reason for the increasing cost of health care, but fails to 
indentify one facility that it considers overbuilt.

* Much of the hard data is does provide is questionable at best. 
There is no analysis of its statement that Alaska health care costs 
have been increasing at 20 percent for the last five years. Even if 
correct, this figure is influenced by such factors as the increase 
in health care provided in the state, instead of outside the state, 
and an increase in the number of people eligible for Medicaid 
because of new federal guidelines.

* The U.S. Dept, of Labor, in fact, has released data on the 
Anchorage consumer price index showing medical care to have among 
the smallest increases of any cost-of-living component between the

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



second half of 1989 and the second half of 1990. (Medical care 
showed a 4.2 percent increase; motor fuel was 21 percent, food was 
5.9 percent and the consumer price increase overall was 7 percent.)

* There is no analysis of the report's conclusion that there are 
90,000 uninsured and underinsured, or that that number will 
increase to 25 percent of Alaska's population by the year 2000.
While we recognize there is an increase in the number of uninsured 
and underinsured, it is essential that that figure be as accurate 
as possible before it is used to drive changes to the health care 
delivery system.

* There is no acknowledgement given of the vast improvement in 
medical care and delivery in Alaska in recent years, or of cost- 
saving measures taken by hospitals. These include flexible staff 
scheduling, group purchasing of supplies and a marked emphasis on 
outpatient, versus inpatient care.

* There is no acknowlegeraent of the costs hospitals can't control, 
but must deal with. These include the cost of fuel oil, wages 
driven by staff shortages and renovation and maintainence of 
f a c ilities.

Why we like Senate Concurrent Resolution No. 10 and House 
Concurrent Resolution No. 5, legislation also introduced by task 
force members.

* They acknowledge and address the problem of the uninsured and 
underinsured, an issue all health care providers in Alaska struggle 
with daily.

* They recommend collecting the information needed to deal with 
this problem including uniform medical data from health care 
providers and opens the door to addressing the individual 
responsibility of every citizen to help control health costs.

* While the basis (the whereas portion) of the legislation is 
bassed on unsubstantiated data, the resolutions would, for the 
first time, provide Alaska policy makers with the necessary 
information to establish a fair and equitable program or programs 
to control health costs while assuring all Alaskans have access to 
health care.

* They recommend creation of a Health Resources and Access Task 
Force —  a group drawn from a broad representation of interests 
that would delve more thoroughly into the issue of health care 
costs and access.
* They bring a cross-section of Alaskans, including legislators, 
members of the administration, health consumers, private employers, 
health care providers and organized labor to the table to resolve 
a major issue facing every state in the nation —  controlling costs 
while assuring all citizens access to care.

# # #



ALASKA STATE

f £ 8  2 5 m

H o s p i t a l  &  N u r s i n g  H o m e
ASSOCIATION

February 22, 1991

Senator Drue Pearce
Chair, Labor & Commerce Committee
P. O. Box V
Juneau, AK 99811

RE: SB 83

Dear Senator Pearce:

The Alaska State Hospital & Nursing Home Association 
would like to recommend that the report of the Health Care 
Cost Containment Task Force, along with SB 83, recommended 
by that Task Force be referred to the proposed Health 
Resources and Access Task Force. (SCR 10)

SB 83 is opposed in its current form because it creates 
yet another untried, undefined payment system for hospitals, 
and physicians. Simply telling hospitals and doctors what 
you will pay for their services will escalate shifting the 
costs of health care to other payors (if there are any left) 
and do nothing to improve access to care or control the 
overall cost of care.

The Task Force on Cost Containment was a public employee 
task force that did a good job in addressing state employee 
health costs and controlling those costs. It also opened 
the door to the serious problem of those who do not have 
health insurance. But, any long range solutions must be 
developed by a cross section of our provider, i — fj.s.1 .ve, 
consumer community. This is done under SCR 1<.

Sincerely

HRK/ma

319 Seward Street #11 • Juneau, AK 99801 • (907) 586-1790 • Fax (907) 463-3573
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Harlan R. Knudson, Executive Director 
Alaska State Hospital & Nursing Home Association 
319 Seward Street, Suite 11 
Juneau, Alaska 99801

Re: Senate Bill 83

Dear Harlan:

You have asked me to review the new version of Senate Bill 
83 (Work Draft, Ford, 3/23/92). My review has revealed at least two 
potential legal problems with the bill.

1. Potential federal income tax liability: The bill
authorizes the new Alaska State Health Resources Authority to 
exercise the powers of an insurer. (Page 5, line 20; page 10, line 
20) If the Authority did operate as an insurer, it would be required 
to pay federal income taxes. There may be an assumption that, since 
the Authority will be "non-profit," it will be eligible for an 
exemption from federal income taxes. There is, however, no such 
exemption for insurers. The Internal Revenue Service is quite 
sensitive about efforts by states to perform functions of private 
business. The Medical Indemnity Corporation of Alaska encountered 
this problem with the Internal Revenue Service, and it led to the 
sale and dissolution of MICA. It is my understanding that the 
Internal Revenue Service may have raised a similar issue about other 
Alaska public corporations. The Alaska Railroad is exempt from 
federal income taxes only because the federal legislation that 
authorized tho sale of the Railroad to the state includes an express 
exemption specifically for the Railroad. (Dave Walsh, the Director 
of Insurance, was involved in the Railroad purchase and with MICA and 
is familiar with the issue.)

Liability for federal income taxes clearly could affect the 
financial situation of the Authority. Even more seriously, however, 
attempts to avoid such liability, through litigation or otherwise,
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tire:; of funds. On the other ha n d ,
that it had an obligation to pay
tab 1i sh a dange rous precedent for
y ha ve s iini lar exposu r e .

could result in needless oxpendit 
if the Authority were to concede 
federal income taxes, if could e.c 
other public corporations that me

2. PQteritial_Jmti.t£Ust .issues: The bill requires groups of
health care providers to "negotiate" recommendations for 
reimbursement schedules. (Page 9, line 12) On its face, such 
"negotiations" raise questions about potential violations of the 
antitrust laws. Specifically, it might be alleged that such 
"negotiations" v.ere a conspiracy in restraint of trade. Such 
allegations may be subject to the "state action" defense, since the 
"negotiations" would be required by state law. Without conducting 
legal research on this issue, I cannot evaluate how the federal 
antitrust laws might apply to this situation. The issue requires 
clarification, however, because, if there is any possibility of 
exposure to federal antitrust liability, including the provision for 
treble damages, it is unlikely that any health care providers would 
be willing to serve on the negotiating teams.

I hope these comments are helpful I will be out of the 
State until Wednesday, April 8, but my office can reach me if you 
have any questions before then.

Very truly yours,

ATKINSON, CONWAY & GAGNON

Susan Wrightf/lason

SWM
LTR 0492:27/5951.3
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April 14, 1992

Senator A rils Sturgulewskl. Chair
Senate HESS Commi ttee
Members o f Senate HESS Committee
Dear Senator Sturgulewskl and Committee Members:
Thank you fo r the opportunity to present CHIPRA at the April 7, 1992, 
Committee Meeting. We healthcare providers are gratefu l.
I would entreat you to continue to work with us to develop a tota l healthcare reform approach fo r our State. Providers are concerned about healthcare 
costs. That is why we have come forward with the CHIPRA proposal. We have 
identified very specific cost containment mechanisms: prices and fees not
exceeding the CPI, a base set at 1991 Medicaid charges, publication of prices 
and fees.
However, we know that in order to make a difference, the pieces of reform 
should be Implemented as a package. I f  this is not possible, the f i r s t  steps 
need to assist providers In keeping their costs down and relieving cost
shifting to uncompensated care, "his can be done by Insurance reform andmedical lia b i li ty  reform. To impl ament cost controls such as SB83 w ill not 
solve the problem.
The CHIPRA proposal requires a ll participate in a solution to healthcare 
reform. I t  1s the only way that we can tru ly  change the situation. 
Attachment I describes the areas o f participation.
These sacrifices from a l l w ill resu lt in a system that provides access to a
basic health plan fo r Alaskans.
Thank you fo r your interest and leadership in this key issue.
Sincerely,

S ister Dona Taylor 
Administrator
SOT:Ip.06340
cc: Harlan KnudGon
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OPPORTUNITIES TO ESTABLISH HEALTH CARE ACCESS 
AND COST CONTAINMENT

HEALTH CARE FACILITIES
1. Provide Commission/Health Board with prescribed data.
2. Hospitals of over 45 beds to establish in-house utilization and outcome monitoring system.
3. Hospitals to be at risk financially for prescribed utilization standards and prohibited from balance billing for defined excess 

utilization.
4. Must establish a uniform charge schedule for all patients unless 

separate schedules required by law or established with an entity 
(not individual or family) contracting for health care for a 
population group.

5. Must post understandable charge schedules for the public.
6. Must accept fee schedule assignment.

7. Must submit to annual rate information i f  rates exceed CPI.
8. Federal and state facilities must comply with same regulations 

as private sector (licensure and Certificate o f Need).

J O / 0 1 6 3 b
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OPPORTUNITIES TO ESTABLISH HEALTH CARE ACCESS 
AND COST CONTAINMENT 

PHYSICIANS
1. Reimbursement schedules based on 1991 charge schedule provided for Medicaid reimbursement available to patients upon request.
2. Stay within CPI or limitations will be set.
3. Participate in expedited Medical Malpractice Settlements and 

Alternative Disputes Resolution Procedures.
4. Must comply with same licensure and Certificate of Need 

guidelines as other providers.

JO/0163b
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OPPORTUNITIES TO ESTABLISH HEALTH CARE ACCESS 
AND COST CONTAINMENT'

1. Provide purchaser with packages which include incentives for 
wellness.

Incentives for use of primary care physician, disincentives 
for inappropriate use of specialists and emergency rooms

2. Participate in, and fund, single claims clearing house, 
universal standard claim form.

3. Establish rates utilizing community rating.

P. 05

JO/0163b
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OPPORTUNITIES TO ESTABLISH HEALTH CARE ACCESS 
AND COST CONTAINMENT

im r a D t T A L U O N S U M E R

1. Must provide proof of health care coverage in order to 
qualify for Permanent Fund Dividend.

2. Purchase/participate in CHIPRA i f  no other plan available, 
utilizing PFD to purchase (on sliding fee scale) if no 
other options available.

3. Commitment to healthier lifestyles:
- Utilize insurance coverage for wellness approaches (following national recommendations age/Bex 

physicals, and screenings).
- Select and utilize personal primary care physicians 

for a ll family members (to avoid unnecessary use 
of specialists and emergency room care).

- Follow easily available guidelines for better 
health. Appropriate weight, exercise, eating 
habits, use of seat belts and other safety 
equipment, no smoking, etc.

0 1 6 0b
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OPPORTUNITIES TO ESTABLISH HEALTH CARE COST ACCESS 
AND COST CONTAINMENT 

STATE GOVERNMENT
1. Set up a reimbursement and benefits review commission 

to:
- establish a Basic Health Plan (CHIPRA.)
- establish insurance pool and negotiate 

discounts.
- establish centralized claims clearing house.
- manage the provider data reporting system.
- make public provider fee schedules for 

standard procedures.
2. Assure adequate and appropriate capitalization of the 

health care delivery system.
3. Establish medical liability reform as part o f CHIPRA.

0 1 6 0 b
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CHIPRA HIGHLIGHTS

1. All Alaskans mu3t have at least basic health coverage.I f  they have no other resource and don’t qualify for 
Medicaid, they use their Permanent Fund -- on a sliding fee 
scale -  to apply towards the purchase of a CHIPRA Policy.

2. All Alaskans must provide proof o f health coverage to 
obtain PF Dividend. ("Coverage" includes programs such as 
Indian Health Systems, Medicare, VA, etc.)

3. Preventive care covered 100% in CHIPRA. This offsets high 
deductibles of $1,000 individual, $6,000 family. (Benefit plan is n*it finalized.)

4. All CHIPRA members and all public employees in same 
insurance pool. Latter would continue to maintain and 
negotiate ' CHIPRA PLUS" benefits (keeping current levels 
such as lower deductibles, expanded coverage etc. in place) Other CHIPRA participants could also select "PLUS" 
benefits, i f  they were willing to pay the extra cost.

5. Insurance rate would be Community, not Group rated.
6. Insurance premium and hospital/physician price control tied 

to CPI and rate review by authority.
7. Sets a System (Reimbursement and Benefits Review 

Commission or Health Board) and Standards in place, then 
allows market to drive the process.

8. Streamlines the system:
Single claim form and clearing house for all insurance companies doing business in the state.

9. Reforms medical liability process.
10. Establishes funding mechanisms for universal access by 

asking a ll parties to assume some responsibility.
(Providers, large and small business, insurors, government, 
legal community, individuals.)

0 1 6 0 b
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/D e a r S e n a t o r  S t u r g u I e w s k I ,

S i n c e  P r o v i d e n c e  H o s p i t a l  f a l l s  w i t h i n  y o u r  d i s t r i c t ,  I w l s n  t o  
n o t e  t h a t  I am o p p o s e d  t o  S e n a t e  B i l l  83 wh i ch  wou l d  c r e a t e  t h e  
A l a s k a  H e a l t h  C a r e  A u t h o r i t y  and R e i mb u r s e me n t  S y s t e m .  My 
c o l l e a g u e s  I n h e a l t h  c a r e  and I t r u l y  w i s h  t o  wo r k  w i t h  S e n a t o r  
Duncan In r e s o l v i n g  t h e  s t a t e ' s  h e a l t h  c a r e  n e e d s .  We r e c o g n i z e  
and a c c e p t  t h a t  a l l  p a r t i e s  mus t  be w i l l i n g  t o  make c o n c e s s i o n s  
and c o mp r o m i s e s  f o r  t h e  good  o f  a l l  o u r  c i t i z e n s .
B a s i c a l l y ,  o u r  c o n c e r n s  a r e  n o t  w i t h  t h e  c o n c e p t s  o f  SB83 b u t  
w i t h  t h e  p r i o r i t i z a t i o n  -  o r  o r d e r  -  I n wh i ch  I t  p r o p o s e s  
c h a n g e .  The  b i l l  e s s e n t i a l l y  p l a c e s  t h e  p r o b l e m  o f  t h e  
u n i n s u r e d  on t h e  b a c k  b u r n e r .  I b e l i e v e ,  h o w e v e r ,  t h a t  u n l e s s  
t h i s  I s s u e  i s  a d d r e s s e d  I t  w i l l  be t h e  A c h i l l e s  h e e l  I n a l l  
o t h e r  a t t e m p t s  t o  s o l v e  t h s  p u z z l e s  o f  t h e  h e a l t h  c a r e  d e l i v e r y  
s y s t e m .
H i s t o r i c  a t t e m p t s  a t  h e a l t h  c a r e  r e f o r m  I n  t h e  U . S .  I n d i c a t e  t h e  
d i l emma  c a n n o t  be s o l v e d  a p i e c e  a t  a t  t i m e . A l l  a s p e c t s  mus t  
be a d d r e s s e d  s i m u l t a n e o u s l y .
SCR10 c a l l s  f o r  a t a s k  f o r c e  wh i ch  wou l d  I n c l u d e  a I I t h e  p l a y e r s  
I n t h o  d e l i v e r y  s y s t e m -  Leg I s I a t u r e / B u s I  n e s s / I n s u r a n c e  and 
P r o v i d e r s .  I wou l d  s u p p o r t  t h i s  l e g i s l a t i o n .  I t  p r o v i d e s  an 
o p p o r t u n i t y  f o r  a l l  c o n c e r n e d  t o  d e v e l o p  a s o l u t i o n .
I wou l d  be happy  t o  t a l k  w i t h  y ou  f u r t h e r  on t h e s e  I s s u e s .

S I n c e r e I y ,

S i s t e r  u o n a  T a y l o r  
A d m I n I s t r a t o r



Health Insunmce Association o[ America

STATEMENT OF HIAA

STATEMENT 

of the

HEALTH INSURANCE ASSOCIATION OF AMERICA

on

HEALTH CARE FINANCING FOR ALL AMERICANS

and

SENATE BILL 83

Presented by 

JAN ANDREA MEISELS 

State Affairs Associate

Before the

ALASKA SENATE COMMITTEE ON LABOR AND COMMERCE

FEBRUARY 28, 1991

'itl'ij 1 l.u kct'> I . H U 1 

Vjniir.i. i alili'iM.i '•! '"I



I am Jan Andrea Meisels, State Affairs Associate, Health 
Insurance Association of America. HIAA is a trade association of 
300 private health insurance companies which provide health 
insurance for 95 million Americans.

The escalating spiral of health care costs continues to 
plague our society. The members of this committee are familiar 
with the effects on the Medicaid and Medicare programs. The 
private health insurance market has been no less immune to its 
deleterious effects.

The small employer market provides one of the most vivid 
examples of how health care cost inflation continues to afflict 
our financing system. Faced with unrelenting demands to hold 
health care costs down, insurers and employers have intensified 
the search for ways to moderate premium increases. Leaving high- 
risk individuals out of group coverage has been one such 
response. The "excessive employer churning" that newspaper 
accounts often bring to our attention is largely a function of 
employers seeking the lowest available rate. We, too, constantly 
hear the charge by small employers that the presence of a high- 
risk individual in their group has made it impossible to obtain 
coverage at any price.

This dynamic is complicated further by the tumultuous labor 
market of the small employer. Small employers are far more 
likely than larger organizations to go in and out of business.
Our own annual employer survey suggests that employees of small 
firms also are more likely to change jobs. Employee turnover 
among small, insured firms is about 23 percent annually and is 
twice that level for small employers without coverage. These 
factors contribute to the reluctance of such employers to offer 
coverage as well as the difficulties of serving the market.

As the complexities of the small employer market have grown 
and the likelihood of individuals' being separated from the 
financing system has increased, there is a growing perception 
that even if they have coverage, they stand a reasonable chance 
of losing it if they change employers, or if they have poor 
claims experience.

Madam Chairperson, we have now reached the point where 
substantial small employer market changes are needed if we are to 
serve the longer-term interests of small employers and meet the 
concerns of policy makers. Last year the HIAA Board adopted a 
comprehensive set of recommendations that we believe can be 
achieved in the context of a viable private marketplace. Last 
week the HIAA Board overwhelmingly approved the final details of 
this proposal. The essence of our proposal is to make certain 
changes in the market so that it provides substantially more 
predictability and protection to the purchasers of coverage. Let 
me emphasize that, to work, these changes will have to apply to 
all players in the small employer market. All competing entities 
in the small employer market, including non-insured benefit 
plans, would have to be bound by the same rules in order to 
prevent any company or segment of the market from being placed at 
a disadvantage.
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1. GUARANTEED AVAILABILITY

Al] small employer groups would be able to obtain private 
health insurance regardless of the health risk they 
p r e s e n t .

2. COVERAGE OF WHOLE GROUPS

If a carrier chooses to cover an employer group, it would be 
required to accept the whole group. Individuals could not 
be excluded from coverage within the group for health 
r e a s o n s .

3. RENEWABILITY OF COVERAGE

At renewal time, employer groups and/or individuals within 
these groups would be assured that their coverage would not 
be canceled because their health had deteriorated.

4. CONTINUITY OF COVERAGE

Given the frequency with which small employers change 
carriers and employees in this market change jobs, 
individuals should have greater protection when making such 
moves. Therefore, when individuals are covered in the 
system, they would not have to face new preexisting 
condition restrictions, once those requirements have been 
fulfilled, in the event that they change jobs or their 
employer changes carriers.

5. PREMIUM PRICING LIMITS

There should be meaningful limits on how much an insurance 
carrier's rates could vary for employer groups of similar 
composition (similar demography, geography, benefit design 
and industry). This also would involve limits on how much a 
carrier could raise its rates for a specific group above and 
beyond general increases in trend factors.

Insurance carriers would retain the right to medically 
underwrite for purposes of assessing risk and setting rates 
but not to exclude individuals from coverage in a group 
plan.

6 . VIABILITY OF A PRIVATE MARKETPLACE

Finally, a major objective of these reforms should be to 
ensure a viable private marketplace over the long term.

These precepts were adopted by the Board with the 
understanding that they will exact some pain for the industry in 
the short term, but are critical for coverage of the small 
employer over the longer term. They represent our industry's

T h e  s m a l l  e m p l o y e r  m a r k e t  p r e c e p t s  we re c om m end  a r e :
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commitment to meeting the needs of the small employer community 
by providing a responsive insurance marketplace.

To give effect to these proposals, government must authorize 
a private not-for-profit reinsurance organization. Otherwise, 
these reforms are not achievable. This organization would allow 
carriers to pay a premium in exchange for having the reinsurer 
bear the risk for reinsured individuals. Consistent with the 
small employer market changes, the proposal does not envision 
breaking up groups fcr purposes of reinsurance. Rather, insurers 
would treat all individuals in a group the same way; all members 
would have the same benefits. The reinsurer would stand behind 
the carrier and simply reimburse for claims associated with 
reinsured individuals. This will allow us to assure that high 
risks are spread, broadly through the private market rather than 
concentrated in one small employer group.

The reinsurance mechanism naturally would sustain financial 
losses or shortfalls, since carriers would reinsure only persons 
whose claims are expected to exceed the price of reinsurance.
The intent of the proposal is that losses be financed privately. 
Losses first would be spread across carriers in the small 
employer market up to four percent of premium. If losses were 
not absorbed fully by the small employer market, a second tier of 
losses would be spread across health benefit plans of small and 
large employers, up to one percent of premium and premium 
equivalent.

These proposals will assure that no small employer, and no 
employee of a small employer, will be turned down for health 
insurance because of poor health. They will restore the concept 
of pooling risk across large groups, greatly limiting how much of 
the cost of poor health must be borne by the individual employer. 
Further they will moderate significantly the sometimes dramatic 
premium increases now experienced by small employers at renewal 
time and thereby reduce the incentive to change carriers 
frequently.

With our recommended market changes in place, the small 
employer will stand to benefit greatly from our rapidly evolving 
cost management capacity. These reforms will encourage 
competition based on efficiency rather than just selection. 
Competitors would no longer be allowed to draw business away from 
more efficient health benefit plans by offering temporarily low 
prices that skyrocket once an employee gets sick. Insurers that 
reduce inefficient administrative costs and that offer cost- 
effective financing systems and delivery networks will gain a 
larger share of what is an extremely price-sensitive market.

Another factor affecting high insurance costs for insured 
employers is the amount of mandated benefits and services the 
legislatures have required insured plans to include. Collectively 
across the United States the state legislatures have required 800 
different mandates to be included in the insured product. While 
many of the mandates may have merits on their own it is the
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cumulative effect of the mandates that increase the cost of 
insurance. T h e  effect of the mandated benefits result in making 
the employer chose between a "Cadillac plan" and no plan at all.
A study by a respected health economist at the University of 
Illinois estimates that as many as 16 percent of uninsured small 
employers fail to offer coverage because of the added cost of 
state mandates.

It is ironic that the federal tax code forces employers to 
incorporate in order to get a 100 percent deduction for their 
health insurance plan. Self-employed individuals who also 
provide protection to their employees are only allowed to deduct 
a 25 percent deduction for their health plan. We have testified 
before Congress several times requesting the tax deduction for 
these individuals be increased and extended as the 25 percent 
deduction ends this year.

These small employers are the groups with the most working 
uninsured —  yet they are given the burden of mandated benefits 
and a reduced tax benefit to provide coverage to their employee. 
U.S. Department of Human Services Current Population Survey has 
indicated that nationally 66 percent of the uninsured are 
employed full-time work for businesses with 25 or fewer employees 
—  46 percent work for employers with 10 or less employees.

The government has an important role to play in addressing 
affordable and available coverage to those who are at or below 
poverty level. While we are very pleased that in 1990 Congress 
adopted many of the HIAA recommendations expanding Medicaid 
coverage, we still believe there is more to be accomplished —  
expanding Medicaid to all people who are at or below poverty 
l e v e l .

I want to emphasize that it is definitely not business as 
usual in the insurance industry. Besides the small group market 
insurance reforms which I have already discussed, the n a t i o n’s 
insurers are moving on their own against what we know to be the 
root cause of so many of our problems, the ever spiralling cost 
of health care. There is a sea change under way in how insurers 
do business. Our companies are making, and have already made, 
major investments in managed care. They are no longer solely in 
the role of risk-spreading and claims processing. They are 
actively taking on the role of health care managers, devoting 
major efforts to the goal of getting better value for the health 
care dollar. The information technology that becomes more 
sophisticated each day increases our ability to make sound health 
care judgments on value, on q u a l i t y ,  on under utilization as well 
as over utilization, on efficacy and outcomes. This role is a 
very different one from that of the traditional health insurer 
our companies previously fulfilled.

We recognize that there is no magic bullet to solve the 
egregious problem of unacceptable health care cost escalation. 
However, we in the private sector recognize that there is a 
substantial problem and have developed a very effective private 
sector tool which is just beginning to be used.
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Escalating health care costs are not due to a single 
factor, but a multitude of factors: cost-shifting from government 
programs, such as Medicare and Medicaid and the uninsured; an 
aging population; new technology; increased consumer demand; 
proliferation of health care providers; and inappropriate 
services. Some of these factors are beyond anyone's control,
i.e. the aging of the population. Other factors can be and are 
being addressed aggressively by the insurance industry. 
Eliminating inappropriate services which may account for 25 
percent or more of medical expenditures is a critical objective, 
both as a way of reducing costs and improving quality of care. 
Managed care is increasingly recognized as the best mechanism for 
carrying our such improvements.

The key objective of managed care is to assure that patients 
receive appropriate care, that is of high quality care, 
efficiently provided in the least costly setting. Will it work? 
Our nation's business leaders think so. According to a survey of 
Fortune 1000 senior executives conducted by the Roper 
Organization, Inc., more than two-thirds (68 percent) believe 
that managing health costs through networks such as health 
maintenance organizations and preferred provider organizations 
is, or could be, effective; 89 percent of the executives polled 
have made changes in their corporate health plans, targeted at 
containing costs; and an overwhelming 94 percent oppose national 
health insurance as a solution for the escalating health 
financing crisis. The vast majority clearly think the private 
sector should take responsibility for solving their health care 
financing crisis.

SB 83

Much of the premise of SB 83 is based on the belief that 
expanding upon the Maryland Health Cost Services Commission mode?, 
to all Alask.an health care providers will affect reductions in 
the overall rate of increase in health care costs. The Maryland 
Commission is a hospital rate setting commission. However, 
Maryland has a unique aspect —  which no other state currently 
enjoys, nor will another state enjoy —  a Medicare waiver. This 
waiver granted by the Health Care Financing Administration (HCFA) 
allows the state program to determine what rate Medicare will pay 
hospitals, rather than HCFA. This phenomenon has basically 
eliminated cost-shifting from the governmental payers, a very 
critical aspect as to why health care costs continue to spiral 
in other states, especially in the private market.

Other eastern states have hospital rate setting commissions, 
but do not have Medicare waivers. New Jersey which lost their 
Medicare waiver several years ago is currently undergoing a 
severe crisis, as the uncompensated care trust fund has not been 
renewed and if it was renewed 24 percent of each hospital bill 
would have been added as for uncompensated care. Currently some 
hospitals with high levels of uncompensated care are adding 60 
percent of the bill to the New Jersey Commission approved
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hospital rate to account for the uncompensated care. Clearly 
Medicare's under reimbursement is accounting for at least one- 
third of this add on, with Medicaid and the uninsured 
uncompensated costs making up the difference.

New York's hospital rate setting program has caused the 
hospitals $1 billion in operational losses. New York also had a 
waiver from 1983-1985. New York's uncompensated care is 40-45 
percent of hospital bills.

Maryland, New York and New Jersey hospitals still are 
fighting the battle of uncompensated care as many people are 
uninsured and when they become ill and seek treatment, their 
unreimbursed costs become a factor in the rates of people with 
insurance.

Attached to this statement is a copy of a letter from John 
Colmers, executive director of the Maryland Health Services Cost 
Review Commission, indicating the budget of the commission for 
FY 1992 —  $1,885 million. This is the cost for only the 
operation of the commission's rate setting for 52 acute care 
hospitals, and six psychiatric facilities. Alaska would have to 
spend considerably more for the administration of such a 
Commission as the intent of SB 83 is to set maximum allowable 
rates for all health care providers —  individual and 
institutional.

The Maryland system does not address the issue of 
accessibility to health care, affordability of health insurance 
or health care nor does the system address appropriateness of 
care or quality of providers. Hospitals in a protected regulated 
environment lose incentives to be more cost effective. The HIAA. 
program of Financing Health Care for All Americans, including 
managed care does effectively address all these issues, and 
therefore, the HIAA program will be more effective in assisting 
individual Alaskans, Alaskan employers and labor organizations to 
increase affordability of health insurance and health care, 
increase accessibility to those without insurance and foster cost 
effective, quality health care.

Phase II of SB 83 would essentially eliminate the private 
insurance market and develop a state health insurance program.
We strongly believe that the private insurance market is a much 
more viable and effective entity than a government administered 
program. Both Medicare and Medicaid are government programs that 
have resulted in broken promises, budget deficits and both 
arbitrary reductions in eligibility to the poor and payments to 
providers for services they are expected to render at inadequate 
reimbursement rates resulting in many providers who will not 
accept Medicaid patients.

For all the reasons expressed above, we believe the HIAA 
proposal does more for containing costs, increased accessibility 
and effectiveness of health delivery systems.
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February 15, 1991

Ms. Jan Moiseis 
I I I AA
6052 1 lackers Lane
Agoura I Iills, Calit'ornia 91301

Dear Jan:

Unclosed, as requested, is a copy o f the Annual D isclosure Report released by 
the Commission at its February 6, 1991 public meeting. You have also asked fo r in formation 
regarding the budget o f the Commission. The proposed FY 92  budget fo r the Commission 
C SI.SS5.385. Health General A rticle Section 19-207.1 authorizes the Commission to include 
two-thirds o f  this budget amount in the rates approved by the Commission. Hospitals collect 
this money from  the payors and reimburse the state annually.

Should you have any additional questions, please feel free to contact me.

Sincerely,

ohn M. Colmers 
xecutive D irecto r

o n e .

iiix.ci'flAii’.cist.ls

TTY lor Tht* Deal

Baltimore Area 383-755:;
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ANCHORAGE REGIONAL OFFICE JUNEAU OFFICE FAIRBANKS REGIONAL OFFICE
1411 W  33RD A V E N U E  

A N C H O R A G E ,  A L A S K A  99503 
1907) 274-0536

106 MUNICIPAL WAY, SUITE 302 
JUNEAU. A L A S K A  99801 

(907) 586-3090

2118 C U S H M A N  STREET 
FAIRBANKS, A L A SK A 99701 

19071 456-1435

February 11, 1991

To: Senator Pearce, Chair
Members, Senate Labor and Commerce Committee

Rc: SB 83; “An Act relating to the Alaska State
Health Resources Authority: relating to the 
delivery, quality, and financing o f health care 
for residents o f the state, and to the issuance 
o f  certificates o f need: and providing for an 
effective date."

N E A-Alaska  supports  and  encourages your  f avorab le  cons iderat ion of  SB 83. It 
represen ts  a sound and  viable  a l te rna t ive  to the cost, qua l i ty ,  and  ut i l i za t ion of 
hea l th  care  services,  especial ly as it may pe r t a in  to publ ic  school d is t r ic t  employees.

C u rre n tly , school d is tr ic t employees are covered by a va rie ty o f health care plans 
w ith  a broad range o f bene fits at d if fe r in g  levels o f prem ium costs.

M any  d is t r ic ts  a re  d i sadvan taged  in their  abi l i ty  to maximize benefi t  coverages at 
r easonable  costs and  have seen these costs increase at  a la rming rates  in recent  
years.

Access to ut i l iz a t ion  s tandards ,  more e f f i c i e n t  adm in is t ra t ive  and  provider  
re im bursem en t  systems, an d  the oppor tun i ty  fo r  reduc ing  premium costs an d  for 
improv ing  benefi ts  th rough  pa r t ic ipa t ion  in e xpanded  group pools represents 
subs tan t ia l  oppo r tun i ty  f o r  employers  and  employees alike.

Implem en ta t ion  o f  the provis ions in SB 83 is a c r i t ical  step i f  we a re  to e ff ec t ively  
deal  wi th  hea l th  care  costs in Alaska.

T h a n k  you fo r  your  cons idera t ion o f  our  rccom menda t '

Bob Manners  
Execut ive  Direc to r

Respec tfu l ly  submit ted

Don Obcrg 
President

cc: Senator Duncan
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MANO FREY
6\<?cutive President

February 27, 1991

S e n a t o r  J i A w D u n c a n

P . O .  Y b o x ^ v *- 

J u n e a u , A ' K .  9 9 6 1 1
! f  *

D e a r  S e n a t o r  D u n c a n : .
*>% . s t  .»• i

O n  T h u r s d a y ,  F e b r u a r y  2 1 ,  t h e  E x e c u t i v e  B o a r d  o f  t h e  A l a s k a  A F L -  

C I O  v o t e d ’ i t s  u n a n i m o u s  s u p p o r t  f o r  S B - 8 3 ,  a  m e a s u r e  i n t r o d u c e d  

t o  d e c e l e r a t e  t h e  c o s t  s p i r a l  o f  h e a l t h  c a r e  f o r  A l a s k a n s .

T h e  u n c h e c k e d  i n c r e a s e s  i n  h e a l t h  c a r e  c o s t s  i s  o f  g r a v e  c o n c e r n  

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

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

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

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

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

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

S B - 8 3 . 1 i s  t h e  m o s t  c o m p r e h e n s i v e ,  r e a s o n a b l e ,  a n d  e f f e c t i v e  

l e g i s l a t i o n  w e  h a v e  e v e r 1 s e e n  i n t r o d u c e d  i n  t h i s  a r e a .  I t  w o u l d  

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

W i t h  r e g a r d  t o  h e a l t h  c a r e  c o s t ,  c o n t a i n m e n t  a n d  a c c e s s  q u e s t i o n s ,  

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

e l s e  s h o u l d  d o  s o m e t h i n g  a b o u t  i t .  T h e  A l a s k a  A F 1 - C I O  a p p l a u d s  

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

t h r o u g h  y o u r  i n t r o d u c t i o n  o f  S B - 8 3  a n d  u r g e s  i t s  p a s s a g e .

P r e s i d e n t .



ALASKA STATE EMPLOYEES ASSOCIATION
A.FSCME Local 52, AFL-CIO

February 11, 1991

Hon. Jim Duncan, State Senator 
Pouch V
Juneau, Alaska 99811 

Dear Senator Duncan:

On behalf of the Alaska State Employees Association and its 9,000 
members statewide, I want to thank you for introducing Senate Bill 
83, which seeks to establish an Alaska State Health Resources 
Authority to help cap the s t a t e’s increasing health care costs.

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

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

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

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

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

Respectfully yours

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

ANCHORAGE OFFICE JUNEAU OFFICE
NO Main St., Suite 200 

Juneau, AK 94801 
(9071 401-4949 FAX (9071 4o 3-4450 

TOLL tree 800-478-0044
■■■I I II 1 I I I  r r r r — TI

FAIRBANKS OFFICE

3111 C St., Suite 325 
Anchorage. AK 99503-3925 

(907) 561-6661, FAX (907) 563-1355 
TOLL free SOO-478-ASEA

250 Cu»hi>un St., Suite 500 
F.iitl ’ .inks. AK 99701 

(407) 452-2100 FAX (407' 452-2307 
TOLL Iree 500 475-2 V5



N F I B  A l a s k a
National federation of 
Independent Business

February 11, 1991

State Office 
9189 Skwood lane 
Juneau. AK 99801 
(OO” ) -89-42-8

The Honorable Jim Duncan 
Alaska State Senate 
Pouch 9
Juneau, Alaska 99811 

Dear Senator Duncan:

The legislative agenda o-f NFIB/Al aska is determined by our 
ballot. The ballot is our annual poll o-f our membership on a 
series o-f issues deemed critical to small business. A 
majority vote, o-f the members in response to the poll, sets 
our policy and position on legislative issues.

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

The idea of a voluntary health insurance program appears to 
be a viable means of providing health insurance to the 
uninsured population in Alaska. Small businesses are willing 
to provide health insurance to employees, as long as the cost 
is not prohibitive. A voluntary pooling approach is a more 
acceptable alternative than a legislative mandate that all 
employers must provide health insurance coverage for their 
employees.

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

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

Should legislation be passed in order to create a voluntary 
health insurance plan which would be administered by private 
insurance companies and which would pool small businesses 
together so they could purchase employee health insurance at 
group rates?

Yes 72.2’/. No J 7. 07 Undecided 10.87,

a. If this pooling of employers in order to purchase health 
insurance was available, wuiild you participate?

Hie Guardian ol 
Small Biwrcy

Y e s  50.27. N o  1^.37. U n d e c i d e d  30.57.



S e n a t o r  D u n c an
F e b r u a r y  1 1 ,  1 9 9 1
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b. Should employers be allowed the option of having their 
employees pay part of the premium cost of health Insurance 
purchased through the above pooling plan?

NFIB/Alaska hopes this information regarding the views of 
small business owners on this issues will be useful to you. 
If you have any questions regarding this information, please 
do not hesitate to contact me.

I look forward to working with you on SB 83 and other issues 
of importance to the small business members of NFIB/Alaska.

Sincerel y,

Yes 90.07. No 5.27. Undecided 4.87

Resa JBrrel 
NFIB/Alaska 
State Director



R E S O L U T IO N

BE IT  R E S O L V E D  BY TH E  JU N E A U  F O R U M  ON T H E  1991 A L A S K A  
C O N FER EN C E ON A G IN G :

W H E R E A S  hea lth  ca re  e xp en d itu re s  in A laska  have risen from  $480 
m illio n  in 1979 to o ve r $ 1 .5  b illio n  in 1989, a pe r c a p ita  in c re a s e  of 
$1327 .00  per p e rs o n ‘ per year; and

W H E R E A S  the num ber of un insu red  or u n de rinsu re d  A laskans is now 
e s tim a te d  at ove r 90 ,000  p e rson s ; and

W H E R E A S  a la rge  n u m be r of the  u n in su re d  and u n d e rin su re d  are 
s e n io r c it iz e n s ; and

W H E R E A S  the  A la ska  S ta te  H ea lth  C a re  C os t ( jn ta in m e n t Task 
F o rce  w a s  c re a te d  e a rly  in 1989  to fin d  w a y s  to c o n tro l th e  e ve r 
inc reas ing  co s t o f hea lth  ca re  in A laska ; and

W H E R E A S  the  A la ska  S ta te  H ea lth  C are  C ost C o n ta in m e n t Task 
Force has as a re su lt o f its  re se a rch  and in v e s tig a tio n  id e n tifie d  w ays  to 
co n tro l the  ris ing  co s t of hea lth  ca re  in A la ska ; and

W H E R E A S  th e  Task F orce  has e n d o rse d  S ena te  B ill 83 and the 
ch a n g e s  p roposed  the re in  necessa ry  to ris ing  hea lth  ca re  co s t; and

W H E R E A S  the Juneau  Forum  of the 1991 A laska  C on fe rence  on Aging 
has re v iew ed  the  find in g s  and re co m m e n d a tio n s  o f the  A la ska  S ta te  H ealth  
C are  C ost C o n ta in m e n t Task Force;

B E  IT  R E S O L V E D  by the  J u n e a u  F o ru m  o f th e  1991 A la s k a  
C o n fe re n c e  on A g in g  th a t the  ris in g  c o s t o f h e a lth  c a re  is a s e rio u s  
p rob lem  fo r  s e n io r c itize n s ; and  be it

F U R T H E R  R E S O L V E D  th a t the  Ju neau  F orum  of th e  1991 A laska  
C o n fe re n c e  on A g ing  s tro n g ly  s u p p o rts  the  c o s t c o n ta in m e n t m e a su re s  
p roposed  in S enate  Bill 83; and be it

F U R T H E R  R E S O L V E D  tha t the  Junea u  Forum  of the  1991 A laska  
C o n fe re n c e  on A g ing  s tro n g ly  s u p p o rts  the  L e g is la tu re s  p a ssa g e  S ena te  
B ill 83, c re a tin g  the A la ska  S ta te  H ea lth  R esou rce s  A u th o rity .

A d o p te d : JU N E A U  FORUM
1991 A L A S K A  C O N F E R E N C E  ON A G IN G

y  ■

C h a irp e rs o n :-—  ^ —  -
; /  Lauris S. Parker''
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HEALTH IN SU RA N CE
SUBJECT: ADMINISTRATION
90-36

WHEREAS, (he Alaska Legislature through the work of the Health Care Cost Containment Task Force is 
looking at m easures to control the rate o l increase in the cost ot health care for all 
Alaskans: and

WHEREAS, the cost o l health insurance has increased sharply in recent years and shows no signs ot 
stabilizing: and.

WHEREAS, school districts are required to operate within a fixed budget and need to stabilize costs as 
much as possible to allow tor reasonable planning tor a sound educational program: and,

WHEREAS, the increasing cost of providing health insurance to school employees has a significant 
impact on the operating budget of school districts in Alaska: and,

WHEREAS. A laska school districts have demonstrated that insurance pooling has been an effective 
means of stabilizing insurance costs for their types ot coverage:

NOW THEREFORE BE IT RESOLVED  that the Association of A laska School Boards aggressively 
investigate the feasibility ot pooling tor school district employee health insurance as a 
viable alternative tor providing cost containment on a significant budget item.

Associaiion ot Alaska School Ecarcs



H e a l t h  C o n s u m e r s  Of Alas ka,  Inc. 
P.O. Box 91 539 
A n c h o r a g e ,  Ak. 99509 
(907) 2 7 7 - 6 2 1 9

S e n a t o r  Jim Du ncan 
AK. St ate L e g i s l a t u r e  
P o u c h  V
June au,  Ak. 99801

3 - 1 8 - 9 1

Tes timony

D e a r  S e n a t o r  Duncan,

This le t t e r  is a f o l l o w  up on The P u b l i c  o p i n i o n  m e s s a g e  of s up po rt  
sent to yo u last week. I al s o talked d i r e c t l y  wi th  your  s ta ff  and 
o f f e r e d  to p r o v i d e  t e s t i m o n y  by m e m b e r s  as we l l as by myself.

T r u l y  your  e ff o r t s  to help c o nt ro l the ever  e s c a l a t i n g  pr i c e s  of H e a l t h  
care  s e r v i c e s  are s i n c e r e l y  a p p r e c i a t e d .  The p r e s e n t  c o n d i t i o n  is 
u n a c c e p t a b l e  to the P u b l i c  and to the h e a l t h  c o n s um er s.

We all r e c o g n i z e  I'm sure that there is no s i n g l e  c au se for the r a pi d  
p r i ce  inc re as es ; on the o t h e r  hand, some of the ca use s are mo r e o u t­
s t a n d i n g  t h a n  ot he rs  and n e e d  to be d e a l t  w i t h  now. The p r o v i d e r s  are 
s i m p l y  not e n t i t l e d  to r a i s e  pr ice s w i t h o u t  a d e q u a t e  j u s t i f i c a t i o n ,  and 
this w o u l d  be the r e s p o n s i b i l i t y  of a p r i c e  r e v i e w  b oa rd or a u t h o r i t y .
The c o n s u m e r  w ou ld  not be r e q u i r e d  to pa y for err or s by the m a n a g e m e n t  
of the p r o v i d e r  o r g a n i z a t i o n .

W h i l e  we m a y  all a g re e that we have m a n y  fine p r o v i d e r s  in A la sk a, and 
in my o p i n i o n  we c e r t a i n l y  do, none the less we sh o ul d not h e s i t a t e  to 
e x p r e s s  c o n c e r n  ab out  hig h pri c es  and t h e i r  causes. A c he ck  and b a l a n c e  
s y s t e m  is a b s o l u t e l y  n e c e s s a r y  in our o p i n i o n .

We w an t to e x p r e s s l y  t h a n k  you for h a v i n g  the c ou r a g e  to c o n f r o n t  the 
p r o bl em , for d e m a n d i n g  a so lu tio n, and then for o f f e r i n g  a r e a l i s t i c  
s o l u t i o n .

We have r e v i e w e d  yo ur  Bills. We have h e a r d  " the tree fall in the forest'.' 
We stand r e a d y  to w o r k  w i t h  you in any way  we can.

S i n ----

Dr .

Pres ident

The He a l t h  C o n s u m e r s  Of A l a s k a  is an A l a s k a n  n o n - p r o f i t  c o r p o r a t i o n  
o r g a n i z e d  in 1987. An i n f o rm ed  c o n s u m e r  is our goal.



NORTH SLO PE BOROUGH
O FFICE OF THE MAYOR
P.O. Box 69 
Barrow, Alaska 99723

Phone: 907-852-2611
Jeslie Kaleak, Sr., Mayor

April 10,1991
Senator Sturgulewski
Chairperson, Health, Ed. & Social Services Committee 
P.O. Box V
Juneau, Alaska 99811-3100 
Dear Senator Sturgulewski,
I recently received a letter from Senator Duncan, along with its enclosures of the Alaska 
State Health Care Cost Containment Task Force Report and the drafts of the associated 
House and Senate Bills, requesting my support for certain pieces of legislation he is 
sponsoring. More specifically, the bills are SB 83 & 84. I want to commend the 
members of the Task Force for their hard work in attempting to find solutions to the 
overwhelming problem of health care cost containment.
After lengthy review by myself and my staff, I feel it is necessary to draw your attention 
to some of our primary concerns regarding the proposed legislation. The specific areas 
of concern include, but are not limited to, 1) Procurement of Coverage, 2) 
Administration of Coverage, 3) Pricing of Coverage and Cost of the Program, 4) 
Provider Rate Setting, 5) Eligibility Criteria, 6) Definition of Group Health Insurance, 7) 
Certificates of Need, and, 8) Evaluation of need for mandatory participation. Until these 
concerns are specifically addressed, the North Slope Borough cannot support the 
proposed legislation. In fact, we find the bills both unacceptable and unnecessary.
1) Procurement of Coverage: It is unclear in the legislation as to the Alaska State 
Health Resources Authority's actual ability to contract with insurers, the number of 
insurers or consultants it would contract with, and how the costs of such services would 
be distributed to the participants. We are curious as to who will do, and when will, a 
cost-benefit analysis be completed with respect to the costs of procuring and maintaining 
a state-sponsored healthcare authority?
2) Administration of Coverage: The legislation is also unclear with regard to who 
would administer insurance claims. It appears to give the Health Resources Authority 
the power to administer claims but it is unlikely this would occur, even if the state elects 
to self-insure. The state of Alaska has seen several private insurance carriers attempt to 
maintain local claims processing office. Economics has proved this venture to be a
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costly undertaking. The metropolitan areas of Anchorage, Fairbanks and Juneau cannot 
seem to maintain a large enough, or skilled enough, pool of labor to efficiently process a 
large number of claim transactions. We offer as examples Aetna and Travelers who both 
found it not cost effective to maintain local claims adjudication offices.
In addition, we understand that the Health Authority would have the power to administer 
the plan eligibility and implementation, and utilization standards, but, the Health 
Authority does not possess the information to do so. The three insurance carriers who do 
most of the business in the state have spent several years establishing their databases. 
Utilization standards are often considered proprietary information, not for sale or outside 
use. How would the Health Authority overcome this problem?
3) Pricing of Coverage and Cost of the Program: The bills are not clear with respect 
to how exactly coverage would be priced for the participants. Under the proposed bills, 
SB 83 and HB 71, the Health Authority would establish a pool or pools of eligible 
employees, for the purposes of providing health coverage. It is not stated whether this 
eligibility definition would involve the use of community rating for the group or groups, 
or, whether groups would be specifically established based upon risk categories.
If Alaska's state pool becomes solely high risk health insurance, the costs associated with 
this program will be extremely high. As rates increase due to poor risks, the pool will be 
left only with the least healthy of the population as they must accept all applicants in the 
absence of pre-existing exclusions. High losses associated with this will be paid by the 
carrier(s) or, in the worst case, by the state if the Authority elects to self insure. Without 
a reinsurance mechanism, carriers will leave, or never participate in, this market because 
they cannot afford these types of expected high losses.
Also, even without high losses, the establishment and administration of the program will 
be costly for the state. Current budget projections for Alaska predict deficits in future 
years. In addition, the Alaska economy is an unstable one which cannot count on a 
consistent level of income from year to year.
4) Provider Rate Setting: Experience in six states which utilize a statewide hospital 
rate setting system (CT, MA, NY, NJ, MD, WA) has shown that between 1980 and 1989, 
states with rate setting arrangements have no clear cost advantage over states without rate 
setting. In fact, in recent years, some rate setting states have experienced growth rates 
for hospital costs in excess of the national average. For example, in 1988, five out of six 
rate setting states had growth rates for costs per admission above the national growth 
rate; in 1989 three of the six states had growth rates 2-6 percent above the national 
average.
The rate setting system used in Maryland is often cited as one which has been successful 
at consistently controlling hospital costs. Between 1980 and 1989, Maryland was the 
only one of the six rate setting states which had a cost per admission growth rate below
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the national average for every year. However, the spread between Maryland's rate of 
growth and that for the nation has significantly narrowed in recent years. More 
importantly, on a per capita basis, in 1988 Maryland had a higher percentage increase in 
its costs than the average for either the five other regulated states or the national average.
Alaska, which is not currently a regulated state, has had a rate of growth for hospital 
costs which is not out of line with that for the regulated states over the past ten years. In 
1989, Alaska's per admission hospital costs rose almost five percent less than the national 
average, and were between 2 and 11 percent lower than any of the six regulated states, 
including Maryland. The North Slope Borough has experienced per hospital admission 
costs between 4 and 9 percent below those of the six regulated states.

5) Eligibility Criteria: The proposed legislation is not clear in the area of defining 
who is eligible for the state's coverage or what criteria would be used to determine 
eligibility. If current eligibility language from either employers or insurers is used, the 
problems of "uninsured", "underinsured", and "uninsurable" individuals remain 
unaddressed. These people will continue to fall outside of the affordable health care 
providing arena. All public employers appear to be eligible (along with all employees of 
this group); other (i.e., private) employers (or their employees) can elect to join the pool 
(or use only the rate setting and utilization standards), yet no more specific criteria (i.e., 
pre-existing conditions language) is given.
Because of the vagueness of the definition of "eligible", we are prone to believe that 
adverse selection will occur. If the state allows all employer groups or iiny of their 
employees to join the pool, only the high risk individuals or groups will elect this 
coverage. The ramifications of this language, will create a pool with a similar 
demographic cross section to that of COBRA participants. Small employers will act in 
their own best interest and sign up their unhealthy (i.e., high risk) employees for the pool 
when they need coverage and then withdraw them (take them out of the pool, back to 
their own plan) when they get healthy. Even if coverage is not community rated, this 
would be a problem since there are no pre-existing exclusions included in this Bill, thus, 
all could sign up.

If the plan is community rated, adverse selection poses a more severe problem. State 
employees pose no selection problems since all will join, not just the high risk cases. 
Under pure community rating, state employees will face much higher rates since the bad 
risks from the private employers will drive up rates for all. If coverage is not community 
rated, rates will still need to be higher since the good risks will need to subsidize the bad.

6) Definition of Group Health Insurance: Senate Bill 83 and House Bill 71 define 
group health insurance as including " life insurance, accidental death and 
dismemberment, medical care and treatment, dental care, eye care, and other group 
health coverage as determined by the authority". We are very concerned that these bills 
do not address life insurance and accidental death and dismemberment coverages when
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discussing rate setting and administration. The North Slope Borough has better-than- 
average life and AD&D experience and would undoubtedly see additional benefit cost 
increases.

7) Certificates of Need: With respect to the requirement of Certificates of Need, Sec. 3, 
SB 84, and the definition of a "health care facility" in, Sec. 16, SB 84, we will need some 
additional clarification. As you may know, the North Slope Borough and several of the 
other rural Borough's have municipal powers in the Health area.

We have a Health Department that has satellite healih aide facilities in each of our eight 
villages and the two primary urban centers, Fairbanks and Anchorage. The definitions of 
a health care facility and the requirements for Certificates of Need could greatly affect 
the services this department provides to our entirely rural population. In fact, the 
requirement of Need Certificates justifying an addition of services in the rural areas 
could be very restrictive. Such a requirement will also affect our only hospital, the 
Barrow Public Health Service Hospital. Adding services in an area that has few or no 
services currently can only save us money in the short and long run.

8) Evaluation of need for mandatory participation: Requiring participation of public 
entities in the group health insurance offerings of the Alaska State Health Resources 
Authority would cost the North Slope Borough a great deal of money in both the long- 
and short-term.

If group insurance costs were mandated at the rate the state currently spends for health 
care, the North Slope Borough would immediately find its health care costs increase 
approximately 35%, or, $1,000,000 per year. If coverage is not mandated, but remains 
voluntary, and since all public and private employers and employees are permitted to use 
the rate setting agreement, those who choose not to would have costs shifted onto them. 
(This scenario is unlikely unless the state allows only those ii. the pool (or puts some 
other condition on the use of the rate setting) to use the rate setting arrangement.) It 
appears that either way costs will increase for us, but, they will increase the least with a 
completely voluntary participation clause for public entities.

Also, given that all providers would have the state set rates for them, hospitals would 
lose a substantial amount of revenue, thus reducing the dollars available to purchase new 
equipment, hire skilled physicians, etc. Between the services the Borough currently 
provides, those services that PHS provides, and our exempt status under the IHC Act, we 
could only see cost increases through mandated participation.

Senator Stugulewski, we do realize that health care cost containment is one of the 
primary issues that both the public and private sectors must work together on for 
solutions. We again acknowledge the hard work the Task Force has put into their report 
and thank you for including us in your informational search. Please feel free to contact
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my office if you need clarification of any of our concerns, or have any comments 
regarding our information.

cc: Rep. Eileen MacLean
Sen. A1 Adams
Sen. Fischer, Vice-Chairman, HES 
Sen. Cotten 
Sen. Hoffman 
Sen. Menard

Sincerely,

Jeslie Kaleak, Sr. 
Mayor

5



AVCP
A s s o c i a t i o n  o f  V i l l a g e  C o u n c i l  P r e s i d e n t s

Pouch 219 • Bethel, Alaska 99559 
(907) 543-3521

April 6, 1992

Senator Lyman Hoffman 
Pouch V
Juneau, Alaska 99811

RE: S.B. 83, Alaska State Health Resources Authority

Dear Senator Hoffman:

Thank you for the opportunity to comment on S.B. 83. As Mike Smith 
pointed out in our telephone conversation last week, I had written 
last year in opposition to the bill. However, after I read the 
latest (3-27-92) version (which your office faxed to m e ) , I have 
learned that this is a very different bill.

After having discussed S.B. 83 with Senator Duncan's office (Dale 
Staley) and with Dave Mather (Health Resources and Access Task 
F o r c e ) , as well as others who oppose the bill, I am ready to urge 
your support of the bill. It may not be perfect, but I believe it 
is worthy of support.

As I understand the latest version, the rate setting is designed to 
limit health care expenditures for all state residents and will not 
only apply to those whose insurance is procured through the 
Authority. Therefore, there is no opportunity for cost-shifting, 
such as occurs with medicare.

Other features of the bill, such as the data-gathering elements, 
should provide useful information in order that future decisions 
can be made based on accurate and comprehensive information.

There is probably some degree of risk of "quality-flight" and 
access reduction (i.e., the best health care providers leaving the 
state) with this bill. Ideally, for this reason, I would probably 
rather support a national solution, such as a Canadian-style 
single-payer system. However, no such national solution appears 
imminent and I believe it is necessary for Alaska to do what it can 
to help its citizens deal with sky-rocketing health care costs and 
not wait for the Federal government. Other states are moving 
forward, thus limiting the risks of health care shortages in Alaska 
that could be caused if "looser" requirements exist in many other 
states. Hopefully, the negotiation aspects of the bill will also 
prevent this from being a serious problem.



— —   — —

I realize my support of this legislation puts me at odds with the 
stated position of the TIPSA trust, of which AVCP is a member and 
I am a trustee. However, as I stated above, this version of S.B. 
83 is a very different piece of legislation than what was 
originally introduced.

Sincerely,

ASSOCIATION OF VILLAGE COUNCIL PRESIDENTS 
Myron Naneng, President

Lee Olson, Vice President of Finance

cc: Senator Jim Duncan
Senator A1 Adams 
Senator Fred Zharoff 
Representative Ivan M. Ivan 
Representative Richard Foster 
Representative Georgiana Lincoln 
Representative Jerry Mackie



it 2 I t . H u f  f  man  R o a d  
A n c h o r a g e ,  AK 9 9 5  1(5 
M a r c h  27 ,  1991

S e n a t o r  A r I i  3 s S t u r g u l e w s k i  
A l a s  l< a S t  a t: e I. e g  i  s  1 a t  u r  e 
P . O .  B o x  V (MS 3 1 0 0 )
J u n e a u ,  Al< 9 9 8  11

D e a r  S e n a t o r  S t u r g u l e w s k i :

I  ' in d e e p l y  c o n c e r n e d  t h a t  A l a s k a  S e n a t e  B i l l  8 3 ,  
s p o n s o r e d  b y  J u n e a u  S e n a t o r  J i m  D u n c a n ,  i s  t h e  w r o n g  a p p r o a c h  
f o r  s o l v i n g  t h e  p r o b l e m s  o f  a c c e s s  a n d  r i s i n g  c o s t  o f  h e a l t h  
c a r e .  T h e s e  p r o b l e m s  a r e  c o m p l e x  a n d  r e q u i r e  c a r e f u l  s t u d y  
b e f o r e  we e m b a r k  u p o n  a  s e t  o f  s o l u t i o n s  t h a t  c o u l d  b r i n g  
e v e n  g r e a t e r  t u r m o i l  t o  o u r  a l r e a d y  t r o u b l e d  h e a l t h  c a r e  
s y s t e m .

F o r  e x a m p l e ,  t h e  D u n c a n  p r o p o s a l  w o u l d  i m p o s e  p r i c e  
c o n t r o l s  o n  s e r v i c e s .  P r o v i d e r s  w o u l d  b e  l i m i t e d  t o  w h a t  
t h e y  c o u l d  c h a r g e .  On t h e  s u r f a c e ,  t h i s  ma y  s o u n d  l i k e  a 
g o o d  i d e a ,  b u t  o v e r  a  p e r i o d  o f  t i m e ,  t h e  q u a l i t y  o f  s e r v i c e s  
w i l l  s u r e l y  d e c l i n e  a n d  m a n y  h e a l t h  c a r e  p r o f e s s i o n a l s  w i l l  
r e l o c a t e  t o  p l a c e s  w h e r e  t h e i r  e a r n i n g s  p o t e n t i a l  i s  n o t  
c o n t r o l l e d  b y  g o v e r n m e n t .  S i n c e  t h e  p r o g r a m  i s  v o l u n t a r y  f o r  
p r i v a t e  e m p l o y e r s ,  t h e  b i l l  d o e s  n o t h i n g  t o  i m p r o v e  a c c e s s  
f o r  t h e  t h o u s a n d s  o f  i n d i v i d u a l s  w h o  c a n n o t  a f f o r d  h e a l t h  
i n s u r a n c e .

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

I  b e l i e v e  a  b e t t e r  o p t i o n  w o u l d  b e  t o  
o u r  e x i s t i n g  p u b l i c / p r i v a t e  s y s t e m  r a t h e r  t h a n  
e x p a n s i v e  g o v e r n m e n t  b u r e a u c r a c y .  Y e s ,  we a l l  
s t o p  t h e  r a p i d  e s c a l a t i o n  o f  h e a l t h  c a r e  c o s t ,  
a p p r o a c h  w o n ' t  w o r k *

t r u l y  y o u r s ,

T rev i th i ck
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A l a s k a  S t a t e  L e o i s l a t u r e

P lease  enter into the record my testimony to the JzL

f t h  7~&- s

committee on___ F " O Y C.&-_________________   dated
bill/subject

committee name

V  * - « - /

March 2 5 ,  1992

TO: Senate H.E.S.S. Committee

FROM: R ose  P a l m q u i s t  3 7 6 - 2 2 7 4
p r e s i d e n t ,  O . P . A . G .
POB 870294 
W a s i l l a , 99687

RE: COMPREHENSIVE HEALTH COVERAGE AND COSTS

D e a r  C h a i r m a n  o f  H e a l t h  T a s k  F o r c e ,

Your  t e s t i m o n y  on 3 - 2 5 - 9 2  was  v e r y  i m p r e s s i v e  and . ^ . c e p t a b l e  
a s  a b e g i n n i n g  t o w a r d s  h e a l t h  c a r e  f o r  a l l .

The t a s k  F o r c e  o b v i o u s l y  a d d r e s s e d  t h e  c o n c e r n s .

Sianed:

8 f f  o o  f a  H n  tx m ' s T '  im i k a i

I  fr -e  5 0  A  (r 5 -  -  1
i  t in  v n o T - i n -  W a ^ /J lc e  f t  f t (f (f b ' E V

_ u _
Address

Phone No.

9/86 teg is la liv#  Information O lficB
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U N I N S U R E D  A L A S K A  P O P U L A T I O N

Total Uninsured Population
(Excluding Native Population) 76,627

Uninsured earning less than 300% of poverty level: 61.47% (47,106)
Uninsured earning more than 300% of poverty level: 38.53% (29,521)

Uninsured Children Under Age 19
(300% o f Federal Poverty Level and below)

15,694 (20.48%)

less than 100% of poverty level: 4,284 children
100 - 200% of poverty level: 4,888 children
200 - 300% of poverty level: 6,522 children

Uninsured Small Business Family 16,025 (2G.91%)
Members
• Firms with 25 employees
• Include fuU-time/fu 11-year workers
• Does not include full time/part-year workers

Medically Uninsurable 4,000 (5.22%)
(i.e. "high risk" individuals)

Above figures represent potential size of enrollee participant group for coverage provided under 
the terms of SB 74, SB 242 and SB 290. Actual enrollment will depend on specific benefit 
levels offered, participant premium/contribution levels, and participant cost-sharing provisions.

1992 Poverty Guidelines for Alaska
Size o f family Unit Poverty Guideline (100%)

1
2
3
4

$8500
$11,480
$14,460
$17,440

5 and above extra $2,980 per member

Data Sources: Health Systems Research, Inc. February 7, 1992 report; Aetna estimates
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COM PAR ISO N OF SELECTED HEA LTH REFORM PRO PO SA LS1

FEATURES

PRO PO SA L

AHA Pepper Kennedy AMA Stark NGA USCC BRT HLC NAM ACP AFL-CIO NLC

OVERVIEW OF PLAN

Approach

pluralistic X X X X X X X X X X

unitary X2 X® X

Access Assured

universal X X X X X X X* X X X

not universal X® X X

PRIVATE PROGRAM

Individual Mandates X X X X

Employer Mandates X X X X X X

phase-in X X X X X

small employers permanently exempt

minimum % of premium paid for full-time 
employees 50 80 80 75

minimum % of premium paid for 
dependents 50 80 80

premium participation for part-time X X X X

Subsidies/Tax Incentives X X X X X X X X

employer X X X X X X X X

individual X X X X X X X

Cap on Tax Deductible Premium X®

AHA = American  H o s p i t a l  A s s o c i a t i o n  USCC = U . S .  Chamber o f  Commerce
Peppe r = P eppe r  Commission BRT = B u s in e s s  R ou nd tab le
Kennedy = Kennedy 's  B a s ic  H e a l th  B e n e f i t s  f o r  A l l  Americans Act HLC = H e a l t h c a r e  L e a d e r s h ip  C oun c i l
AHA = American  Med ica l  A s s o c i a t i o n  NAH = R a t i o n a l  A s s o c i a t i o n  o f  M a n u fa c t u r e r s
S t a r k  * Rep . S t a r k ' s  M ed iP lan  1991 ACP *  American  C o l l e g e  o f  P h y s i c i a n s
HGA * National Governors' Association AFL-CIO * American Federation of Labor-Congress of Industrial Organizations

HLC * National Leadership ("Simmons") Commission

°  American  Ho s p i t a l  As s o c i a t i o n  February 1991.
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COM PAR ISO N OF SE LEC TED HEALTH REFORM PRO PO SALS (c o n t.)

FEATURES

PRO PO SAL

AHA Pepper K e r nedy AMA Stark NGA USCC BRT HLC NAM ACP AFL-CIO NLC
Insurance Market Relorm X X X X X X X X X

reinsurance mechs./pools X X X X X X
elim. pre-existing condition c lauses X X X X X
required community rating X X7

PUBLIC  PROGRAM (S)
Organization

single program X X X
separate for different populations X X X X X X X X X X

Eligibility/Basic
everyone X X X
poor X X X X X X X X X
elderly/disabled X X® X X® X® X® X® X®
others on buy-in X X X X X X X

Eligibility/Catastrophic
everyone X
public program enro llees only X X9

Funding
federal X X X X X X X X X X X X

state X X X X X X X X X X X
premiums X X X X X X X X

individual income-related X X X X X X X X
service specific X10

AHA « American  H o s p i t a l  A s s o c i a t i o n  USCC = U . S .  Chamber o f  Ccxmwrce
P eppe r  = Peppe r Commission BRT = B u s in e s s  R ou nd ta b le
Kennedy * K ennedy 's  B a s i c  H e a l th  B e n e f i t s  f o r  A l l  Americans Act HLC = H e a l t h c a r e  L e a d e r s h ip  C ou n c i l
AHA = American  Med ica l  A s s o c i a t i o n  NAM = N o t i o n a l  A s s o c i a t i o n  o f  M a n u fa c t u r e r s
S t a r k  = P.ep. S t a r k ' s  M ed iP len  1991 ACP = American  C o l l e g e  o f  P h y s i c i a n s
NGA = National Governors' Association AFL-CIO * American Federation of Labor-Congress of Industrial Organizations

HLC = National Leadership ("Simmons") Commission

°  American  Ho s p i t a l  As s o c i a t i o n  F ebruary 1 9 9 1 .



Pagt J

COM PAR ISO N OF SELECTED HEA LTH REFORM PROPO SALS (c o n t.)

FEATURES

PROPOSAL

AHA Pepper K ennedy AMA Stark NGA USCC BRT HLC NAM ACP AFL-CIO NLC

employer X X X X
Administration

federal X X X X
federal/state X l l X X X X X X X
private as TPA X X " X X X X X X
private as underwriters X

BENEFITS

Federal Definition Of Minimum Benefit X X X X X X12 X X X X X
applies to public plan X X13 X X13 X X X X X X X
applies to private plans X X X X X X X

Preemption or elim. of state mandates X X X X X X14 X15 X16
Scope

basic X X X X X X X X X X X
catastrophic X X X X17
preventive X X X X X X X
Icng-term care X X18 X19 X X

Limits
quantitative limits on services X X17 X
dollar limits
marginal services excluded X
medically necessary & reasonab le X X X X X
high front-end deduct, and copays X X X20

AHA * American H o s p i t a l  A s s o c i a t i o n  USCC = U . S .  C han te r  o f  Commerce
Peppe r = P eppe r  Commission BRT = B u s in e s s  R ound tab le
Kennedy = Kennedy 's  B a s ic  H e a l th  B e n e f i t s  f o r  A l l  Americans Act HLC * H e a l t h c a r e  L e a d e r s h ip  C ounc i l
AHA = American Med ica l  A s s o c i a t i o n  NAM * N a t i o n a l  A s s o c i a t i o n  o f  M a n u fa c t u r e r s
S t a r k  = Rep . S t a r k ' s  H e d iP l a n  1991 ACP = American  C o l l e g e  o f  P h y s i c i a n s
NGA = National Governors' Association AFL-CIO = American Federation of Labor-Congress of Industrial Organizations

HLC = National Leadership ("Simmons") Commission

°  American  Ho s p i t a l  As s o c i a t i o n  February 1 9 9 1 .
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COM PAR ISO N  OF SE LEC TED HEALTH REFORM PRO PO SALS (c o n t.)

P R O PO SA L

FEATURES AHA Pepper Kennedy AMA Stark NGA USCC BRT HLC NAM ACP AFL-CIO NLC
IMPROVED AFFORDABILITY
Federally-Administered Controls on Prices 
or Total Expenditures X X
State-Administered Controls on Provider 
Prices or Total Expenditures X
Optional Use Of Public Program  Rates By 
Private Insurers X
Incentives Operating Among Purchasers, 
Providers, And Consumers With Negotiated 
Payment X X X
Required Management Of Care X X X

all care X
only selected services (e.g., long-term 
care) or selected populations X X X

Promotes Management of Care X X X
Disclosure Of Provider Cost And Quality 
Data X X X X X X X
Guidelines On Technology And Special 
Services X X X X X
Use O l Medical Practice Parameters X X X X X X X X
Tort Reform X X X X X X X X X X X
Anti-trust and Other Legal Reform s to 
Promote Cost Containment X X
Promotion Of Living Wills And Advance 
Directives

AHA *  American H o s p i t a l  A s s o c i a t i o n  USCC = U .S .  Chamber o f  Commerce
Pepper = Peppe r Commission BRT = B u s in e s s  R ou nd ta b le
Kennedy * K ennedy 's  B a s ic  H e a l th  B e n e f i t s  f o r  A l l  Americans Act HLC = H e a l t h c a r e  L e a d e r s h ip  C oun c i l
AMA = American  Med ica l  A s s o c i a t i o n  NAM * N e t i o n a l  A s s o c i a t i o n  o f  M an u fa c t u r e r s
S t a r k  = Rep . S t a r k ’ s M ed iP lan  1991 ACP = American  C o l l e g e  o f  P h y s i c i a n s
NGA * National Governors' Association AFL-CIO = American Federation of Labor-Congress of Industrial Organizations

NLC = National Leadership ("Simmons") Commission

°  American Ho s p i t a l  As s o c i a t i o n  February 1991 .



1. Som e o f the p roposa ls are at the ‘ principles* stage and may change significantly. P lease refer to the attached summaries fo r the source and status of 
the information reflected in this chart.

2. Rep. Stark ’s  p roposal calls for public program coverage of all Americans for basic coverage, but it a lso mandates that em p loyers supplement basic 
coverage with private coverage if they currently provide more than MediPlan's benefit package. Consequently, this ‘maintenance of effort* provision 
takes on some of the character of a pluralistic system. MediPlan LTC is completely public.

3. ACP’s position paper presents a national universal financing plan as its long-term goal, but concedes that the immediacy of current access prob lem s 
may make it necessary to suppport incremental expansions in insurance coverage through Medicaid expansions and, perhaps, an employer 
mmdate. The recommendations presented in their paper are limited to the long-term goal.

4. While BRT’s principles call for universal access, the program  elements reflected in the principles would not provide for universal access.
5. The USCC adopted a long term goal of universal access through a pluralistic system, but its proposa l is limited to an expanded Medicaid program  

and a series of provisions designed to improve access to affordable private insurance.
6. Also includes tax-exempt rebates to employees selecting insurance plans with premiums less than «hose of employer's other plans.
7. Community rating would be required only for the system of regional insurers who would provide insurance to small businesses.
0. Does not p ropose any alterations of the Medicare program .
9. Catastrophic protection provided only for low-income enrollees.
10. Premiums would be service specific only for expanded benefits to current Medicare beneficiaries whose premium and cost-sharing levels for current 

services would be grandfathered under the new public program.
11. Presented as one of several options.
12. NGA splits this responsibility between federal and state governments: the federal government would establish guidelines fo r minimum benefits, while 

state governments would be responsible for establishing a process to develop, determine, and define the specific benefit package.
13. Enriched package under public plan.
14. BRT would eliminate any federal or state mandated benefit laws.
15. Exemption from state mandated benefit laws would appear to apply only to small employers.
16. Provides exemption from state mandated benefit laws only for basic catastrophic plans.
17. Quantitative limits for hospital care benefits and cost-sharing are eliminated for low-income ind'viduals, thereby providing for som e catastrophic 

coverage for the poor.
18. Means-tested.
19. Asset protection plan.
20. High front-end deductibles and copayments would appfy onfy to long-term care coverage.

Page 5

E n d n o te s

AHA *  American  H o s p i t a l  A s s o c i a t i o n  
P eppe r  *  P eppe r  Conm iss ion
Kennedy = K ennedy 's  B a s ic  H e a l th  B e n e f i t s  f o r  A l l  Americans Act 
AHA = American  H ed ic a l  A s s o c i a t i o n  
S t a r k  = Rep . S t a r k ' s  H ed iP la n  1991 
NGA * N o t i o n a l  G o v e rn o r s '  A s s o c i a t i o n

USCC = U . S .  Chamber o f  Commerce
BRT = B u s in e s s  R ou nd ta b le
HLC = H e a l t h c a r e  L e a d e r s h ip  C oun c i l
NAH = N a t i o n a l  A s s o c i a t i o n  o f  M a n u fa c t u r e r s
ACP = American  C o l l e g e  o f  P h y s i c i a n s
AFL-CIO = American Federation of Lobor-Congress of Industrial Organizations
NLC = National Leadership ("Simmons") Conmission

°  American Ho s p i t a l  As s o c i a t i o n  February 1 9 9 1 .
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D e v e l o p m e n t

January 17, 1991

M EM O R AN D U M

To: All members
Health Care Cost Containment 
Task Force

From: D. Gray, Staff

Re: Task Force meeting Friday, January 18.

Note that the Task Force meeting place has been changed to the 
Governor's Conference Room on the third floor of the Capitol building.

Attached is the meeting agenda and material relating to the agenda. The 
draft report is yet to be completed. Two legislative proposals are included 
for your review. One relates to the certificate of need process and the 
other establishes the Alaska State Health Resources Authority.

JEFF MALEK

District C



MEETING AGENDA 

HEALTH CARE COST CONTAINMENT TASK FORCE 

January 18, 1991 

Governor's Conference Room 

10:00 a.m.

1. Review of interim activities.

2. Recent developments.
J

3. Status of Task Force report./

4. Proposed legislation.

5. Other business.



HEALTH CARE COST CONTAINMENT

TASK FORCE

Interim activities of the Task Force

1. Public hearings in Fairbanks, Juneau, and Anchorage (teleconferenced to 
all other sites).

2. Information surveys of municipalities, school districts, health facilities,
and health care providers.

3. Alaska health care funding and expenditures analysis.

4. Additional meetings and communications:

A. Alaska School Board Association.
B. Alaska Municipal League.
C. Alaska Municipal Finance Officers Association.
D. Alaska Hospital and Nursing Home Association.
E. Alaska State Medical Association.
F. Anchorage Medical Association.
G. Alaska business group.
H. NEA Alaska.
I. Alaska State Employees Association.
J. National Governors’ Association.
K. AFSCME Washington, D.C.
L. Families USA (Senior citizen advocacy group).
M. National Leadership Commission on Health Care.
N. Physicians Payment Review Commission.
0. State of Maryland.
P. State of Washington.
Q. State of Louisiana.
R. State Alliance for Universal Health Care.



HEALTH CARE COST CONTAINMENT 

TASK FORCE 

REPORT TO THE LEGISLATURE

Draft. Outline

I. In troduc tion

A. H istory o f Task Force.
1. Beg inn ings
2. Purpose

, 3. A cco m p lish m en ts

B. Extension.
1. F in ish inves tiga tion  o f long range so lu tions .
2. E ffec ts  o f u n in su re d /un d e rin su re d  re s id e n ts ' hea lth  ca re .

II. Inves tiga tion  and w ork  p lan .

A. D ete rm ine  the  na tu re  and e x ten t o f ris ing  hea lth  ca re  
costs  in A laska

B. W ork Plan
1. R esearch.
2. Surveys.
3. Pub lic  hearings.

III. F ind ings: N ature  o f health  care  in A laska.

A. Funding sources (Fed., S tate, local govt., and p riva te ).
B. A laska  popu la tion  hea lth  ca re  paym en t and  a cce ss ib ility  

dem ographics
C. Health ca re  p rov ide r dem ograph ics.



IV . F in d in g s :  S o u r c e s  o f  h e a l th  c a r e  c o s t  in c r e a s e s .

A. P rev ious  ca p ita l expend itu res
B. L abo r a va ila b ility  and cost.
C. Technology.
D. U ncom pensated  care.
E. C os ts  a sso c ia te d  w ith  litiga tion .
F. In e ff ic ie n t d e live ry  and re im b u rsem en t sys tem s
G . C ost sh ifting  from  o th e r p rogram s
H. Federa l p rogram  changes.
I. H ea lth  ca re  m arke t p lace com petition  issues

V. Long te rm  co s t con ta in m e n t p roposa ls.

V II. R eco m m enda tions

V III. F u tu re  co n s id e ra tio n s  fo r H ealth  ca re  in A la ska
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EXECUTIVE SUMMARY

The pu rpose  o f th is  section  o f the  report is to g ive  an overa ll pe rspective  
o f the  p rob le m s fac ing  A laska  w ith  rap id ly  ris ing  hea lth  ca re  cos ts  and 
p ropose  so lu tio n s  to stem  th is p rob lem .

OVERVIEW

H ealth  ca re  cos ts  in A laska  are  ris ing a t a pace  tw o and th ree  tim es  the 
in fla tio n  ra te  fo r  all o th e r goods and se rv ice s . In 1989, to ta l A la ska  
hea lth  ca re  expend itu res  are estim a ted  to be in excess o f 1.5 b illion  
d o lla rs  up from  250 m illion  in 1979, w ith  no su b s ta n tia l change  in the 
s ta te s  p o p u la tio n .

H ealth  ca re  expend itu res  have been rising a t a rate o f o ve r 20%  each o f the  
las t five  yea rs  in A laska. These trends are no t un ique to  Alaska, a lone. 
N a tiona lly , the  F edera l G o ve rn m en t and v ir tu a lly  a ll o th e r s ta tes  are 
seek ing  w a ys  to reduce  these  expend itu res  o r s low  the  health  ca re  
in fla tio n  ra to  to be in line  w ith  the  m arke t b a ske t CPI.

T hese  ra p id ly  ris ing  cos ts  fu rth e r e xa ce rba te  the  un insu red  po pu la tion  in 
A laska , w h ich  re ce n t e s tim a tes  ind ica te  th a t m ore than  90 ,000  A laska  
res ide n ts  a re  un insu red . T h is  inc rea se  in co s ts  have su b s ta n tia lly  d riven  
up hea lth  insu rance  p re m ium s fo r a ll em p lo ye rs  , m ak ing  it ve ry  d iff ic u lt 
if no t im p o ss ib le , to co n tinu e  cove rage .

The  H ea lth  C are  C os t C on ta inm en t Task Force  in itia lly  w as cha rged  w ith 
the  ta sk  o f inves tiga ting  , ana lyz ing  and recom m end ing  w ays  to reduce  or 
s ta b ilize  th e  hea lth  insu ra nce  cos ts  fo r S ta te  o f A la ska  em p loyees, 
re tirees  and th e ir  dependen ts . W ith  th is  w o rk  com p le ted  and show ing  
fa vo ra b le  resu lts , the T ask Forces ' charge  w as expanded  during  the  last 
sess ion  to inc lude  rev iew ing  the  health  ca re  cos ts  fo r  a ll A laska  
re s id e n ts .
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The Task Force, in its expanded ro le, has inves tiga ted  the  p rob lem  of 
rap id ly  increas ing  hea lth  ca re  cos ts  in A laska  th rough  p u b lic  te s tim o n y , 
su rveys, research  (s ta tew ide  and na tiona lly ) and a d e ta ile d  a n a lys is  o f 
o p tions  a va ila b le  to the  sta te .

D uring th is  rev iew  the  Task Force has ide n tified  no t a so le  c u lp rit bu t 
num erous con tribu tin g  fa c to rs  th a t m ust be rev iew ed  in a all 
encom pass ing  m anner to  p rov ide  the  bes t long te rm  so lu tion s . The 
co n trib u tin g  fa c to rs  ide n tified  by th e  Task  Force  Inc lude :

* In e ffic ie n t M ed ica l C are  D e live ry  S ystem s
* O ve rb u ilt H ea lth  C are  F a c ilitie s
* C ost O f New  M edica l T echno logy
* M a lp rac tice  Insu rance  Costs and P ro tec tive  M easures
* L im ite d  co m p e tit io n  For P ro v id e rs /In s u re rs
* H ealth  C are de live ry  System  W aste , O verhead  A nd  A d m in is tra tive  C osts
* L im ited  W e llness  P rom otion  A nd  R esources
* Large popu la tion  o f U nde r/U n insu red  R es idents
* C ost S h ifting  Betw een Public and  P riva te  H ea lth  P lans
* L ife  S ty le  d ise a se s  and in ju ries
* M andated  B ene fit C overage
* L im ited  A ccess  to  P riva te  H ealth  P lans
* No M anaged C are D elivery System s IN P lace

A lthough  a long and fa r reaching lis t each item  m ust be co m p re h e n s ive ly  
add ressed  to ach ieve  the  s ta ted  go a l o f s ta b ilize d  m ed ica l cos ts  in A la ska  
and basic  H ealth  cove rage  fo r all A laskans '.

FINDINGS

The Health C are C ost C on ta inm ent Task Force has been review ing  the 
causes fo r  the  rap id ly  ris ing cos ts  in the  S ta te  O f A la ska  not on ly  fo r 
S ta te  sponso red  p lans, but health  ca re  cos ts  s ta tew ide .

1. H ealth  ca re  expend itu res  in A laska  have increased  157.2%  ove r the  las t 
10 years, the  second h ighest in the  n a tion 12

1

2 Families USA Foundation Report Nov.1990


