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What isRBRVS a laMedicare or a laSB83 going to do for access to
services? For one tiling, several large internal medicine practices in
Anchorage have already stopped takingnew Medicare patients. Inmy
own specialty, Medicare will reimburse me $57.20 for spending half an
hour inserting a pair of tiny silicone plugs into the tear drains of people
with very dry eyes. The plugs alone costme $87.50 a pair from the sole
manufacturer of the product. So, when Iseen thisMedicare patient | effec-

tively get paid nothing formy time and have tospend $30 on top of it

A n internist told me the other day that he would have topay more
foraplumber tomake asimple repair than he would get paid for admit-
ting a sick, old lady in the middle of the night. Well, like welfare Cadillac
stories, lwondered about thisone. So I checked itout. lcalled a few
plumbers, and asked what ttwould cost to replace the circulatingpump
on my furnace on a Saturday night. The answer: $90.00 an hour, two
hours minimum, counting time toand from the shop, plus $77.50 for the
pump: $257.50. Then Iconsulted the RBRVS manual, looked up the code
thatwould apply tospending four hours admitting an old, dehydrated
person with pneumonia at2AM, not counting time toand from home, a to-
tal of, say, five hours of doctor time in the middle of the night. Iwould
collect $121.18, no night time differential, and, ifl see the patient one or

two more times the next day, that"s included in the $121.18 as well.

As long as Medicare isthe only program paying below itsshare of
costs, providers can still manage to see their elderly Medicare patients
because they can still charge their other patients more than Medicare®s 34
cents on the dollar: that"s called cost-shifting. But ifall services were reim-

bursed at Medicare rates, as proposed in a Congressional Budget Office
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document, (and this isprivate medicine"s worst nightmare), many, many
physicians would have to close the,” =offices because their revenues would

fall below their expenses.

This isreal, not a threat or a joke. Doctors don"twork out of the
front room of their houses any more as they did when w"ewere kids. They
pay rents, staff salaries, malpractice insurance, business liability insurance,
unemployment insurance, phone bills, fax bills, office supply expenses, ac-
counting expenses, computer costs, business property taxes, just like ev-
eryone else. No doctor could survive seeing 100% Medicare patients
unless he ran them through his office at the rate of one every three
minutes, which isno certainly no way to practice medicine. And in states
where Medicaid pays even less than Medicare, notorious "mec “caid mills”

have been in existence for years, which do practice iike that.

This rather lengthy explanation reveals why doctors are so incredibly
wary ofgovernment price controls and government promises to "trust us."
Once burned, twice shy. That"s why, inour CHIPRA proposal, we employ

market-based mechanisms to control rising costs.

Overall, the opinion of most health economists clearly indicates that
rate-setting cannot be used as the sole method of cost containment and
health system reform. Doing so will lead toprofound and sometimes
unanticipated dysfunctions elsewhere in the system. Yet this isprecisely

what SB83 isdesigned to do.

As far as I can see, the principal virtue of SB83 is that itcaters to the
resentments and frustrations that most people have about the high costs of

health care; itbashes doctors and hospitals, (two favorite targets); it
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sounds simpie; and it'seasy to find people to testify for it, just as itwould
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. Itsmain
defects are that itis a quick fix, it'snot adequately tied to any other reform
measures, and itwill make the entire health care system much, much
worse for Alaska®"s patients and providers alike. ASM A requests thatyou

don"t give ityour support.
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Madame Chairwoman, Members of the Committee, || am Jan Andrea
Moiseis, Legislative Director of the Legal/State Affairs
Department for the Health Insurance Association of America
(HI1AA), a trade association of the nation®"s leading commercial
insurance carriers that provide health insurance for

approximately 95 million Americans. HIAA is opposed to SBO03.

SB83 i3 an attempt to control health care costs by having
the state 1iInstitute a new bureaucracy to set provider rates
through expenditure targets, utilization standards, as the
procurer or insurer to provide that health 1insurance and/or
coverage to Alaskans. SB83, if enacted would eventually place
the state in the role of single payer in the state, eliminating

the private 1insurance market.

Based on the experience with other government programs, 1i.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 1in increasing costs to the private sector. Both
Medicare and Medicaid have resulted iIn broken promises, budget
deficits and with Medicaid, it has fostered arbitrary reductions
in eligibility to the poor and payment to providers Tfor 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 1iIs a state that- can ili afford to have



provider# so disenfranchised, that they may migrate to "the Ilower
48". The state is currently experiencing revenue (shortfalls, so
it io questionable how the state can assure reimbursement levels
w ill not be affected by state budget woes, when the proposal
calio for the state to eventually become the single payer for

health care for all Alaskans.

The single payer concept subtly embraced by SB83 can be
analagized to the Canadian health care system. The Canadian
style of health insurance is fraught with negative features --
insurance is rationed by politicians and not by medical
necessity, there are long-waiting lists for surgeries denied "as
being elective" by government boards — patients have died while
aw aiting "elective" surgeries and Canadian citizens benefit from
the proxim ity of the United States medical system which serves as
a pressure valve for the government-run system "north of the
border". Although most forms of health insurance are illegal in
Canada, private spending to enhance an austere government plan
s till accounts for more than one fourth of all health

expenditures.

Advocates of the "single payer" system indicate --
erroneously — that there w ill be "savings to the system" because
of doing away with numbers of insurance companies and their
operating expenses. W hile the cost may appear to be less, we
assert that it is not less costly in the Ilong run. At least

three types of insurer operating expenses within the "claims



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, 1insurers 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 1is 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 1insurers
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 1is 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 iImportant investments the private insurance
system has made is the implementation of managed care features of
a benefit plan. Managed care has as 1i1ts 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
working 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 1ia little doubt that the allocation of health
care resources is centrally planned, just as it would be iIn 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 1is 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 fronm 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, 1I1llinois 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 1is being
adversely affected due to under funding by $135-150 million in
this Tfiscal year which 1is resulting iIn 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 1f 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,
pharmacist, 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 Tfacilities 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 Tfor physicians, pharmacists, Qlaboratory 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 iInsurance 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 1is 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



without some sort of federal anti-trust clearance. The Committee
may wish to obtain a legal opinion as to the legality of the
requirement for providers to negotiate rates by themselves so
that it does not violate Federal Trade Commission anti-trust

requirements.

The proposal for expenditure targets and the resultant
individual provider rate setting im plications are reminiscent of
the currant federal Medicare reimbursement system where the rates
are reduced, but not the number of services or the e lig ib ility to
services. W hile the proposed Alaska Health Resources Authority
is charged with developing expenditure targets for the entire
state, a large percentage of that population is covered outside
the state's jurisdiction — people covered by Medicare, Medicaid,

CHAMPUS, the m ilitary, the Bureau of Indian A ffairs, employees

under the Federal Employees Health Benefit Act -- to name but a
few. The reimbursement, benefit level and e ligibility are all
decided by the federal government and therefore w ill not be

influenced by the state bureaucracy of the Alaska Health

Resources Authority. Therefore, the alleged controls espoused by
SB83 is a result of a partial expenditure target i.e. "a house
w ith missing walls", so that there really is no "control", | f

the proposed expenditure target takes into effect the federal
government program revenues, it will result with the remaining
non-federal government covered citizens having the "privilege" of

subsidizing these underfunded government programs by further



inappropriate and inadequate rates which will result in a

negative effect on the health care of all Alaskan residents.

There 1is a definite need for Alaska to address both access
and costs. The 1insurance industry is strongly committed to
successfully addressing both of these 1issues. 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 SBS83.
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HKALTH SERVICES COST REVIEW COMMISSION
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AREA CODE 410.764.2G0S
FAX*4i0-784-B9«T7

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 Isn 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 HSCRC data. "Che total budget s 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 fecilities. According to the annual disclosure report for FY91 total revenue B
approximately $4 billion, According to AH 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 HSCRC 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,

dhn M. Colmers
Executive Director
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fiaid to hospllnlslﬁ!wr trail (rugo

riumbce of[>oor will be reduced.
City and ucronly diaics Re Free-

dom " Center could become over-

VALLX JL\N/1.

whelmed, publlo health pioridcn

say. m 1 pomte hospitals that con-
tiao to treat the poor vnt lose rull-

fiotaofdoUnn.

"Reductions In die nnoJknl bene-

fits of (be Genentl Assistance pro-
prom would taut bS ofus* taid Or.
Richard Okh. medial director for
tho.Oucoeo Department oftfcnlih.

"In treating tuberculosis for cxmn-
ple, k't not the rue(Heatloj\ that a
expensive, Ixd (fie staffto rosdac sore
dial rfl the prdcah Sdtc their naodl
cailem. Abo wo have to tat ad the
pe‘oPle (hoy luiw hnd ck«o coalnct
witlt”

_because Frye Is homeless nnd
sijctxb his doy* ut drop-in coitus

ltcaiM

aud Ids nights.lit sidled, lu> routUo-
ly cotnet in contact with hundreds
ofoilier poor people. Allowing iilm
lo again bocomu kfixtlous would be
IDeefy to ooit couch more itowi con-
tloofng to treat Ids lubcradock.

Refusing to pay lo Irent Frye's tu-
bercufods h Jast'one cxornphi of tix
kind of co.st-3kJfth» aad "'penny-wise
nod pound-foolish propomls (hat
public welfare ncthdst."suy abound lit
rbe bttdftef cub.

“If tlic medical benefits for GA
are eliminated, sure (ho men can
to Cook County Hospital* sntd
fkiur DcdiiiiCjior. caccutlvt director
of the Juhllc Welfare coalition.
"0« Oiunty will ninady be bang

fr/7 1/

IUPCIRC1IUS

u»noy on die CIA pattenls k idrendy
saves, aud note it wil here mare of!
them end they wfS protxdkly be sic”-»
«rwhoa the%/geythan.o . o

Coomly Ifespifcd projects it will
lose JIV cuion if tiee budget cuts
go Uirocgh. Other West Side lios/>I-
tab and thelr proJetfed losses w t,
Loretta, S3 mlllioJclleUiany, S3.5 .
railion; Mt. SIml, 52 nulilure and!
St. Asalliony, SI mtMoo, said lacVio
Rerd, beM of tix West Side (Rahb ¢
Autliority.

"0 ur oocuanroity ca*no« oflbacl io .
lose these hospitals and K these cub .
go (fiTOMch, It rdl] be JIW Utfll tauch
Iondlcr for them to stay open,” shn
said.
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worker health-care clairms

By Chartes N. Wheeler M
Chiti, Srilyifiekl Ou'tiu
ONceco QUIVTITELE

SPRINGFIELD-Two 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« um of tht shortfall, the state
ha* fallen month* behind in paying
modiod bills for its workers, with
dolIma dating beck to last fail juat now
being paid, according to state officials.

LAuUtioo pending in the Houae

.would appropriate the needed funds

for the program, but the proposal has
bad a cool recaption from Edgar.

ever, weTe In a very tough budget
situation. The Options would be t
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
Iinois Foderatlor. of Teachers.

“We era certain some members are
In the early stages of serious illness
but wHAli not be able to verify thU
because they are forced » imacul doc—
tor 3 visits, " he said.

Some workers are being hounded by
collection agendas while others havo
been sued by providers seeking pay—

*The governor continues to be con— ment, Leach said.

cerned about delays in paying medical
bills of state employees." said Mike

The grievancts by rtata employee
locals of the teachers federation and

Lawrence, his press secretary. "How — the Teamsters ware similar to ones

Sari
ptiople DCW W JMOker =

h(ll:ahyi g ? gO%; e§/$151{ht h%nc &Ytﬁ?ﬁ

" nf

Cente

ng Chicagos birtiday

UP '"*‘6£nd*<I3y—
ihak* | i
[, Washington ma

hands with &rﬁ)-ated by

INdggjfal

lodged by Council 31 of the American

Federation of State, County and Mu —
nicipal Employees, the euta & 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 “fead in the
water" through February.

Most ominously, the comptroller
said, aaies tax receipt* irv February
totaled $253 miliiop, fc5? million less
than the $310 million collected in
February, iS'®.

1if thore has been an economic
turnaround, it3 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 ctTice3 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.

Boo-tmus/» i e«t

Michigan. Tho city coigbratod with b c-nocolatc cako
ﬁis\alry chef Cric Qurkey of *
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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 Sturgulewski:

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."” IT you have any Tfurther 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

5052 Hackers Lane Agoura Hills, CA 91301-1410 818/991-6817 Telecopier 818/991-0722
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ALASKA STATE

H ospital & N ursing H ome

ASSOCIATION

April 15, 1992

MEMO TO: CHAIR & MEMBERS
SENATE HESS COMMITTEE

FROM: Harlan R. Knudson, President/CEO
Alaska State Hospital & Nursing Home Assn,

SUBJECT: Opposition - SB 83, Health Care Authority

Community hospital and nursing home members of this
Association had the opportunity to review SB 83 at a
meeting here in Juneau on April 6.

These facilities, who must work everyday with commercial
insurance companies, Medicaid, Medicare, CHAMPUS and the
Veterans Administration are unanimously opposed to SB 83.

We recommend that SB 83 and CHIPRA, the Comprehensive
Health Insurance and Payment Reform Act be referred to the
citizens of Alaska for thorough public debate and that the
Legislature make "comprehensive" health care reform a number
one priority for 1993.

Our opposition to SB 83 is based on:

1. Sections 1-8, Pages 1 to 4

- refers issue of health care Ilimits, access to care,
guality controls, wutilization controls rather than
spell out in legislation how this is done.

- adds another level of administration to CON process

- places Health Resource Authority in Department of
Administration when experienced personnel are in
Department of Health & Social Services.

Page 7, Sec. 44.87.060, Line 1 — Duplicates data program
of Department of Health & Social Services
3. V' Page 7, Sec. 44.87.070 - develop a statewide healthcare
budget and expenditure limit. There is serious question

if this can even be done, but it is certain the cost
to do this will be very expensive,

e §, Sec. 44.87.080, health care providor negotiations.

Besides the very serious anti-trust gquestion ofhaving

a
Vo

healtii_pr-QVidors join together to negotiatefees, the
[ negotiation process appealrs unworkable.
o.J Page 9, Section 44.87.090 reimbursement schedules. The
j7* y fiscal note ighores the eost of appeals and litigation.
With all providors., easily several millions of dollars
ear.
6. éage 10, Section 44.87.100, We understand compliance with 1 3r/ >

reimbursement schedules but have no comprehension of

ydo eoimmly Widh Bxppddld ikdre  lim its.
319 Seward Street#! 1+ Juneau, AK 99801 - (907) 586-1790 * Fax (907) 4(>jys£3)
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)

7. Page 10, Section 44.87.110. Mandate providor provide
information. Who pays for gathering the information?

y e

, 8. Page 10, Section 44.87.120, Procurement of Insurance.
If the state should self insurer, there needs to be
an answer as to federal tax liability.

9. Page 11, Section 44.87.130. We have heard that the
Authority will eventually be budget neutral, but have
pot-found where they are authorized to tax or charge
fees,.

In conclusion we consider SB 83, a costly administrative
nightmare that will do little to insure all Alaskans access to
cost effective, affordable health care.

HHtH##



A laska Hospetal C o uncoil

P. 0. Box 34035 - Juneau, AK 99803-4035
April 9, 1992

Senator Arliss Sturgulcwski, Chair

Senate Health ,Education, &. Social Services Committee
Alaska State Legislature

Room 427, Capital Building

P. 0. Box V

Juneau, AK 99811

Subject: Senate Bill 83, "Ait Act establishing the Alaska State Health Resources
Authority;..

Dear Senator Sturgulewski:

We 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.

RaieJCuntmls

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 ispresent 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

BARRETT MEMORIAL HOSPITAL. WARTER Ncil,aTH KCBFI HUMANAHOSPITAL ALASKA VALIEV HOSPITAL
Retxn t. VAflAflL, Afl.THtifc ffof KW MCry ! AJxaI CrlimMt F«feuv* O/tc'oi Jittm 0.1V ui\ Ei*cuN< D7<ctor
3260MotoU " O'tr* f?ﬁ W\W\% POBtn 1M7
JIRW, AKVWt AMWIg AX64501 Ant Olgl P*Itsf, AKWMS
eMMn (907; 25A-717S (007) 279-101 (907| 7454113
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the technology needed and desired by patients. Again, a system that isnot responsive to
the consumer or patient.

Please consider the following quote: "Some States have tried rate controls on hospitals
for more than adecade. 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).

We 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. Itappears to contain
many hazards,

Certificate ofNeed

In 1982 the Federal Government removed msCON requirements, This left states free to
abolish their CON luws. Attached isa map showing the large number of states that have
repealed CON laws. In addition, a number of states have scheduled CON laws to sunset.
Why are so many states eliminating CON 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 CON
laws:

"L, Interest and Experience of the Federal Trade
Commission.

Il, CON Regulation is Ineffective and Possibly
Counterproductive inPromoting Efficiency in Health Care
Markets

A. CON Regulation isUnnecessary to Remedy
Deficiencies in Heulth Care Reimbursement
B. CON Regulation is Ineffective as a Cost-Containment

Mechanism
C. CON Regulation Interferes with Competition in Health

Care Markets.
D. CON Regulation isnot a good Mechanism for
Addressing Concerns Related to Access for Indigent Patietts”®.



AHCComments - SB 83, Pitfic 3

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

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

MesljjLCEMj.uUllE C.oslof.Cruupljcalth Insurance

There is a provision of the bill which states that: "A certificate of need may not be issued,
except for a temporary or emergency certificate under AS 18.07.071, unless the office
has received a determination from the Alaska State Health Resources Authority regarding
the effect of the certificate of need on the cost of group health insurance” (Page 3, Line
3). Frankly, this provision is difficult to understand but it appears to involve u task
tremendously complicated and time consuming,

Cirk>JLoliudihiiiidiiil-liiircaucritc.y.tAhiskiLStttte Hcalth.Rcsonrccs. Aliti:ority)

In assessing the potential addition of a new bureaucracy to State Government to control
and limit rates, we can only draw on our existing/previous experience for guidance.
There is already in the state a mechanism for setting facility (Hospital and Nursm%
Home) payment rates. It is known as the Medicaid Rate Advisory Commission. All,
including the State, who are associated with this system are frustrated and are working to
replace 1t with something "%:$ cumbersome. It should be understandable then that there is
concern at the proposed addition of another rate setting body. The rates established b

the current MRAC seem to result in an increasing number of appeals and litigation. This
means that issues from a given Fiscal Year wait many months, even years, to be resolved.
The addition of ASHRA would likely add more forms, more time and the potential for
more appeals and litigation. Providers are already needing to expend an increasing
propr(])rtlon of 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 for the Medicaid Rate Advisory Commission is $622,600. In
addition, there is a separate budget request of $687,000 for the unit that conduct audits of
Llo.xpitals and Nursing llomcs. The total annual cost of these two functions is in excess of
$1.3 million. Since the Alaska State Health Resources Authority would be setting rates
for all providers of 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 million needed to establish and monitor Medicaid rates.

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

The Proposals presented in SB 83 only generaII){ and briefly, ifatall, reference other
key factors |mPact_|ng the increasing cost of health care. The. impact of ever increasing
Medical Liability insurance costs and the need for Malpractice reform to slow the growth
in these costs is not addressed. The importance of providing access to care for the
uninsured and under-insured is briefly mentioned but no specific proposals are brought
forward, No one in need of medical cure is refused treatment, but the costs associated
with the provision of 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 s
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ALASKA STATE

Hospital & Nursing Home

Eebruary 25, 1991 ASSOCIATION

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 1is 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 1insurance.

Hospital ~concerns with the task force and 1its 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 1is 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 1is 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, 1in 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 1s no analysis of the report™s conclusion that there are
90,000 wuninsured and wunderinsured, or that that number will
increase to 25 percent of Alaska®s population by the year 2000.
While we recognize there 1is 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 1is no acknowledgement given of the vast improvement 1in
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 1s 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
facilities.

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 1into the 1issue of health care
costs and access.

* They bring a cross-section of Alaskans, 1including 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.
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ALASKA STATE

Hospital & Nursing Home

ASSOCIATION

February 22, 1991

Senator Drue Pearce

Chair, Labor & Commerce Committee
P. 0. 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 1is 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- flsl .ve,
consumer community. This is done under SCR K

Sincerely

HRK/ma

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



LAW OFFICES Or

KENNETH R. ATKINSON ATKINSON, CONWAY & GAGNON, Inc CAUIE ADDRESS:
JOHN M. CONWAY A PROFESSIONAL COHPORAI ION DOVER
ORUCC E. GAGNON .

ROBERT J DICKSON 20 L STREET

W MICHAEL MOODY ..

JOHN A. fREPTOW FIFTH FLOOBObOI'lOOO Telephone 276-1700
PATRICK D GILMORE anchorage. Alaska Area Code 907
SUSAN WRIGHT MASON

RICHARD E.VOLLERTSEN

ﬁéFLYTM'oGgéMNEOLL TELECOPIER/TACSIMM C
JEROME M JUDAY . (907) 272-2002
CRalG F. STOWERS April 2, 1992

LINDA M. TRUED
DAVID R. SPENCE

yiAMN.ECOM.E.Rr-mi5imLJ_O_FGLLOW

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 1is, however, no such
exemption for insurers. The Internal Revenue Service 1is 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 1issue.)

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,



Mr. Harlan R. Kriudson
April 2, 1992
Page 2

could result in needless oxpendit tire:; of funds. On the other hand,
if the Authority were to concede that it had an obligation to pay
federal income taxes, if could ectablish a dangerous precedent for
other public corporations that mey have siini lar exposure.

2. PQteritial_Jmti.tf£Ust .issues: The bill requires groups of
health care providers to "negotiate" recommendations for
reimbursement schedules. (Page 9, line 12) On 1its 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, 1 cannot evaluate how the federal
antitrust laws might apply to this situation. The 1issue requires
clarification, however, because, 1if there is any possibility of
exposure to federal antitrust liability, including the provision for
treble damages, 1t is unlikely that any health care providers would
be willing to serve on the negotiating teams.

I hope these comments are helpful 1 will be out of the
State until Wednesday, April 8, but my office can reach me 1if you
have any questions before then.

Very truly yours,

ATKINSON, CONWAY & GAGNON

Susan Wrightf/lason

SWM
LTR0492:27/5951.3
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SISTERSOF
PROVIDENCE

April 14, 1992

E@nator IS Stur lewskl. Chair
Senate Committee
Dear Senator Sturgulewskl and Committee Members;

hank . you . for. the ortunit present CHIPRA at the April 7, 1992,
ommittee Megting. V@pd)ealt%cate provrders are gratefu a] P

ould entrea yu to_contjnue to ork ith us to develo al Heat Hcare
re rm roac our] te. Providers are co&gleFr d are
at IS ave (e forward wrh the rogjosal ave

exegetéliélrfgd thvee%PI 3 elrge %8 tat:OT We |ca| ”A?H‘SS ppugrcatr%nrg of eBrrcneos

it Sl g T R e T

nﬁejm assISt  provi er eprfr]tgS their co g)\(m and re evrng d
foly wilf "ot

soﬁvecathe“%Pog f}? 6 osrame 2 impl e s oMol TSIATEE BT

ThForCHPRAt prﬁ)osEl re Frres aIIE aPartrcrpate muly %Iutron to healthcare

can ange the situation.
Attac ment descrr es the area partrcrpatron ’
These sacrifices from all will result in a systemthat provides access to a
basic healtlt p?an {or A?askans y d

Thank you for your interest and leadership in this key issue.
Sincerely,

ister .Dona Taylor
i ministrator Y

SOT:Ip.06340
cc: Harlan KnudGon
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OPPORTUNITIES TO ESTABLISH HEALTH CARE ACCESS

AND COST CONTAINMENT

HEALTH CARE FACILITIES
Provide Commission/Health Board with prescribed data.

Hos |tals of over 45 heds to etstabllsh in-house utilization
and outcome monitoring System

it Iﬁzc}ag}lsgéoag% aptrE) |b|tg r%ltgnl l%aPan%re cmer]egdng Io|efl chri] EXCESS

Mustestab sh unlform ch schedule % atlentsunless

epara sc red W Or €S W|hanent|t
Egtl dﬁ V|dua or con actmg for%eal care ora y
opulation group.

Must post understandable charge schedules for the public.

Must accept fee schedule assignment.
Must submit to annual rate information if rates exceed CPI.

Federal and state facilities must comply with regulations
as private sector dlcensure and Sertﬁ Xate of?\?eed ’

J0/0163b
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OPPORTUNITIES TO ESTABLISH HEALTH CARE ACCESS

AND COST CONTAINMENT
PHYSICIANS
L e O e o Soe, schedule provided
2 Stay within CPI or limitations will be set.
. Medical |
L AR g s
4, %;i:omlg/ samel icensure and Certificate of Need
guidelines as other provi ers

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

L Pro |de gurchaser with packages which include incentives for
wellnes

‘ncentlves for. use of pr}marg.cfa? [Y |C|an disincentives
Or Inappropriate use ot Specialists eme gency rooms

2. Participate in, and fupd, single claims clearing house,
umIver%a‘ stanaard cﬂaﬁlm ’oﬁn J

3, Establish rates utilizing community rating.

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

imraDtTALUONSUM ER

L Must povide proofofealth are coverage in order
L o e AR S engerage i orcer o

2. Pur n CHIPRA if no,other plan available,
uIFZ%S%%UCIpﬂr%EaSCe'—(‘on sﬁdm fee sca eS I}
ot erognons avallable

3. Commitment to healthier lifestyles:
- '[”IZG insurance overa orwellness approaches
Ing na ona reCO endations age/Bex
y3|cal an screenmgs
- Fele nd. t||| erso n(]arX care hS|C|ans
am| ers (t nec use
speualls mer ency ro0m care
- Eoll |{ymavanable u}%detlal)r(]eerscf‘gg b%tttI%r
sus ores l&eyvsaqn othersafe? ’
eqmprhent no smoking, etc.

0160b
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OPPORTUNITIES TO ESTABLISH HEALTH CARE COST ACCESS
AND COST CONTAINMENT

STATE GOVERNMENT
L tSoet up a reimbursement and henefits review commission

- establish a Basic Health Plan (CHIPRA.)

- gstabllsh insurance pool and negotiate
IScounts.

- establish centralized claims clearing house.
- manage the provider data reporting system.
- makg a{artébllc 8V|der ee schedules for

standard procedures
ssure adequate and appropriate capitalization of the
H] care g\lvery sygt% P P

3. Establish medical liability reform as part of CHIPRA.

0160b
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10.

CHIPRAHIGHLIGHTS

[Ala ans mu%ﬁhave atIeastb chealth overage

e dav%noo res urce an ifogr aua

Icaid, they use t ermanen u sIr rqPCfee
scae to app*y towar sthe purc aseo aC 0
IAIa:Fa smust vde r00 thi(!th coverage to

ain Ide ae Includes programs such as
ran alt% yste dr are ec? ’

h high
A T

AIICHIPRA members and all gublrcemg n}/ees In sam
surance% rwsou ontinye to maintain a

negretra werérs i Ies exegﬁ s c86§m§ currentr]evels
ace ﬁ f? trc Y glose(rect "PLUS"
ene ts r they were payt e extra cost;
Insurance rate would be Communrty not Group rated.

Ins Ce premium an hos tal/ hysician price control tied
fﬂ andprate review by orrP y P

etsaS stem (Reimbursement and Bengfits Review
?mmrs ro orHeaJt?w oar ())and tan adﬁsm pFace then
allows market to drive the process.

Streamlines the system:

Srn [ clarrH fomband clearrn[%hoese for all insurance
anies doing business In the state.

Reforms medical liability process.
Establrs undrn mechanisms f orunrve Iaccessby
krn a rrest ssu someres onsr
ers ar ean sma srness nsurors government
commun Y, Indi vrdua

0160b



MAR-22-91 FRI 10:56 PROVIDENCE HOSPITAL ANC FAX NO. 90/2613048

PROVIDENCE HOSPITAL SISTERS OF

DR
W/& - PROVIDENCE
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March 22,1991

Dear Senator Sturgulewskl,

Since Providence Hospital falls within your district, | wlsn to
note that | am opposed to Senate Bill 83 which would create the
Alaska Health Care Authority and Reimbursement System,
colleagues In health care and | truly wish to work with Senator
Duncan™ In resolvm? the state's health care needs, We recognize
and accept that al Partles must be W||I|n(T; to make concessions
and comprom|ses for the good of all our citizens.

Basically, our concerns are not with the concepts of SB83 but
with the prioritization - or order - In which Tt proposes
change. The Dbill essentially places the problem of the

uninsured on the back burner. | believe, however, that unless
this Issue Is addressed It will be the Achilles heel In all
gti;teermattempts to solve ths puzzles of the health care delivery
y

Historic attempts at health care reform In the U.S. Indicate the
dilemma cannot be solved a piece at at time. All aspects must

be addressed simultaneously.

SCR10 calls for a task force wh| h would Include all the players
In tho delivery s*stem - Leglslature/Busl ness/Insurance and
Providers. | ‘would support this legislation. It provides an
opportunity for all concerned to develop a solution.

| would be happy to talk with you further on these Issues.

Sincerely,

Sister uona Taylor
Adminlistrator
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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 1in 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, 1insured 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 1in 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.



The small employer market precepts we recommend are:
1. GUARANTEED AVAILABILITY

Al] small employer groups would be able to obtain private
health 1insurance regardless of the health risk they
present.

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
reasons.

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 1increases 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



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, 1insurers
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 1in 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. IT 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 1is an extremely price-sensitive market.

Another factor affecting high insurance costs for insured
employers 1is 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



cumulative effect of the mandates that increase the cost of
insurance. +tne 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

level.

I want to emphasize that it is definitely not business as
usual in the insurance industry. Besides the small group market
insurance reforms which 1 have already discussed, the nation3
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 1is a sea change under way 1in how 1insurers
do business. Our companies are making, and have already made,
major investments 1in 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 quality, 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 1is no magic bullet to solve the
egregious problem of unacceptable health care cost escalation.
However, we in the private sector recognize that there 1is a
substantial problem and have developed a very effective private
sector tool which 1is just beginning to be used.



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 1inappropriate
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, 1Inc., 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



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 1is 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 11 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, 1increased accessibility
and effectiveness of health delivery systems.



STATE OF MARYLAND

CHARLES 0. FISHER, SR. C JAMES LOWTHERS
CHATRMAN
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February 15, 1991

Ms. Jan Moiseis

[[IAA

6052 llackers Lane
Agoura [ills, Calit'ornia 91301

Dear Jan:

~Unclosed, as requested, is a copy of the Annual Disclosure Report released by
the Commission at its February 6, 1991 public meeting. You have also asked for information
regardlng the bud?et of the Commission. The pro?osed FY92 budget for the Commission
C 51.555.385. Health General Article Section 19-207.1 authorizes the Commission to include
two-thirds of 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 Director

one.

iiix.ci'flAii’cist.Is

TTY lor Tht* Deal
Baltimore Area 383-755:;
D C Melro Are.. 000-0-Ss”



NEA-ALASKA

AFFILIATED WITH THE NATIONAL EDUCATION ASSOCIATION

ANCHORAGE REGIONAL OFFICE JUNEAU OFFICE FAIRBANKS REGIONAL OFFICE
1411 W 33RD AVENUE 106 MUNICIPAL WAY, SUITE 302 2118 CUSHMAN STREET
ANCHORAGE, ALASKA 99503 JUNEAU. ALASKA 99801 FAIRBANKS, ALASKA 99701
1907) 274-0536 (907) 586-3090 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 of health care
for residents of the state, and to the issuance
of certificates of need: and providing for an
effective date.”

NEA-Alaska supports and encourages your favorable consideration of SB 83. It
represents a sound and viable alternative to the cost, quality, and utilization of
health care services, especially as it may pertain to public school district employees.

Currently, school district employees are covered by a variety of health care plans
with a broad range of benefits at differing levels of premium costs.

Many districts are disadvantaged in their ability to maximize benefit coverages at
reasonable costs and have seen these costs increase at alarming rates in recent
years.

Access to utilization standards, more efficient administrative and provider
reimbursement systems, and the opportunity for reducing premium costs and for
improving benefits through participation in expanded group pools represents
substantial opportunity for employers and employees alike.

Implementation of the provisions in SB 83 is a critical step if we are to effectively
deal with health care costs in Alaska.

Thank you for your consideration of our rccommendat’

Respectfully submitted

Bob Manners Don Obcrg
Executive Director President

CC: Senator Duncan



ALASKA STATE AFL-CIO
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Anchorage. Alaska 901 Fairbanks. Alaska B/0L
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February 27, 1991

Senator JiAwDuncan
P.O.Y box”?v*
Juneau, A'K. 99611

! t

Dear Senator Duncan:.

On Thursday, February 21, the E xecutive Board o f the Alaska AFL -
clo voted’' its unanimous support for SB-83, a measure introduced
to decelerate the cost spiral o f health care for Alaskans.

The unchecked increases in health care costs is o f grave concern
to a |l Alaskans. It has priced insurance right out o f the market
for. many small businesses, resulting in a drastic increase in
the percentage o f uninsured/ underinsured citizens. This in turn
has dumped a greater proportion o f the costs on those o f us w h o
are fortunate enough to enjoy comprehensive insurance coverage.
Alaskans can no longer afford to leave this problem unresolved.
SB-83.1 is the most comprehensive, reasonable, and effective
legislation w e have everlseen introduced in this area. It would
provide a long-term policy rather than a short-term fix

W ith regard to health care cost, containment and access questions,
a |l too often public officials are quick to agree that someone
else should do something about it The Alaska AF1-Cl1O applauds
your leadership in the field o f health care quality and access
through your introduction o f SB-83 and urges its passage.

President.



ALASKA STATE EMPLOYEES ASSOCIATION
AFSCME Local 52, AFL-CIO

February 11, 1991

Hon. Jim Duncan, State Senator

Pouch V
Juneau, Alaska 99811

Dear Senator Duncan:

On behalf of the Alaska State Employees Association and its 9,000
members statewide, 1 want to thank you for introducing Senate Bill
83, which seeks to establish an Alaska State Health Resources
Authority to help cap the state 3 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 1its part, ASEA/AFSCME Local 52 has agreed to a defined
contribution to health care costs in its collective bargaining
agreement with the state, but this is only a step in what should be
a comprehensive attept to contain costs throughout Alaska.

Furthermore, SB 83 makes 1inherently 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 FAIRBANKS OFFICE

3111C St., Stite 325 NOUMain o) ZSOCiliJ)T’h'bltm ., uife 30
o S e e LG (o e U

TOLL free SOO-478-ASEA
mmm | 1 Mrrrr=T
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February 11, 1991

The Honorable Jim Duncan
Alaska State Senate

Pouch 9
Juneau, Alaska 99811

Dear Senator Duncan:

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

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 i1dea of a voluntary health 1insurance 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 1insurance 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 72.27F No J7.07 Undecided 10.87,
a. If this pooling of employers in order to purchase health
insurance was available, wuiild you participate?

Yes 50.27. No 1~.37. Undecided 30.57.



Senator Duncan
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Page: 2

b. Should employers be allowed the option of having their
employees pay part of the premium cost of health Insurance
purchased through the above pooling plan?

Yes 90.07. No 5.27. Undecided 4.87

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

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

Sincerely,

Resa JBrrel
NFIB/Alaska
State Director



RESOLUTION

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

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

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

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

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

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

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

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

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

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

FURTHER RESOLVED that the Juneau Forum of the 1991 Alaska
Conference on Aging strongly supports the Legislatures passage Senate
Bill 83, creating the Alaska State Health Resources Authority.

Adopted: JUNEAU FORUM
1991 ALASKA CONFERENCE ON AGING

y
Chairperson:— nN— -
i/ Lauris S. Parker®®
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1990 ANNUAL STATEWIDE CONFERENCE
ASSOCIATION CF ALASKA SCHOOL BOARDS

TUESDAY. NOVEMBER 13. 1990



S§(l)JBgJ6ECT: ADMINISTRATION
HEALTH INSURANCE

WHEREAS, (he Alaska Legislature through the work of the Health Care Cost Containment Task Force is
lAOIOkII?g at mdeasures to control the rate ol increase in the cost ot health care for all
askans: an

WHEREAS, the cost ol 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. Alaska 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 Alaska School Boards aggressively

investigate the feasibility ot pooling tor school district e_m_p|0¥ee health insurance as a
viable alternative tor providing cost Containment on a significant budget item.

Associaiion ot Alaska School Ecarcs



Health Consumers Of Alaska, 1Inc.
P.O. Box 91539

Anchorage, Ak. 99509

(907) 277-6219

Senator Jim Duncan 3-18-91
AK. State Legislature
Pouch V

Juneau, Ak. 99801

Tes timony

Dear Senator Duncan,

This letter is a follow up on The Public opinion message of support
sent to you last week. | also talked directly with your staff and
offered to provide testimony by members as well as by myself.

Truly your efforts to help control the ever escalating prices of Health
care services are sincerely appreciated. The present condition 1is
unacceptable to the Public and to the health consumers.

We all recognize I°m sure that there 1is no single cause for the rapid
price increases; on the other hand, some of the causes are more out—
standing than others and need to be dealt with now. The providers are
simply not entitled to raise prices without adequate justification, and
this would be the responsibility of a price review board or authority.
The consumer would not be required to pay for errors by the management
of the provider organization.

While we may all agree that we have many fine providers in Alaska, and
in my opinion we certainly do, none the less we should not hesitate to
express concern about high prices and their causes. A check and balance
system 1is absolutely necessary 1in our opinion.

We want to expressly thank you for having the courage to confront the
problem, for demanding a solution, and then for offering a realistic

solution.

We have reviewed your Bills. We have heard " the tree fall in the forest"."
We stand ready to work with you 1in any way we can.

Sin-—-

Dr .

Pres ident

The Health Consumers Of Alaska 1is an Alaskan non-profit corporation
organized in 1987. An informed consumer is our goal.



NORTH SLOPE BOROUGH

OFFICE OF THE MAYOR

P.O. Box 69
Barrow, Alaska 99723

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

April 10,1991
Senator Sturgulewski _ _ _
951." gg(son, Health, Ed. & Social Services Committee
Juneau, Alaska 99811-3100
Dear Senator Sturgulewski,

| recently received  letter from Senator Duncan, anng with its enclosures of the Alaska
State Health Care Cost Containment Task Force Report and,the arafts of the associated
House and Senate BIills, requesting my support for Certain pieces of legislation he is
sponsorm%. More sEecmcaI ly, the_bills are SB 83 & 84. ['want to commend the
members 0f 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, [ feel it is necessary to draw your attention
to some OF gur primary conicems re_?ardmg the proposed legislation. The specific areas
of concern Include, but are not limited to, 1) Procurement of Coverage, 2)
Administration of Coverage, J)Pricing of Coverage and Cost of the rogiram, 4)
Provider Rate Setting, |I% W Criteria, 6) Definition of Group Health Insuranc%,
Certificates of Need, and, 8) Evaluation of need for manaatory participation. Until thes
concerns are specifically addressed, the North SIoRe Borough'cannot support the
proposed legislation. In fact, we find the bills both unacceptable and unnecessary.

&? Procurement of Coverage: Itis 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 viath, 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-henefit analalsm 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



Senator Sturgulewski
April 10, 1991

costly undertaking. The metropolitan areas of Anchoraqe, Fairbanks and Juneau cannot

seent to maintaina _Iar%e enough, or skilled enough, poal of labor to efficiently process a
large number of claim transactions. . We offer as examples Aetna and Travelers who both
fodnd 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 Rlan eligibility and implementation, and utilization standards, but, the Health

Autnority does not possess the Information to do so. The three insurance carriers who o
most of the business in the state have spent several years establishing their databases. |
Utilization standards are often considered proprietary information, riot for sale or outside
use. How would the Health Authority overcome thiS problem?

J) Pricing of Coverage and Cost of the Program: The bills are not clear with respect
10 how exactlg/ coverage would be priced for the participants. Under the proposed hills,
SB &3and HB 71, the Health Authority would establish a pool or pools ofehglble _
employees, for the #woies_ of providing health coverage. It is not stated whether this
eliginility definition would involve the Use of community rating for the group or groups,
or, whether groups would be specifically established based upon risk catégories.

If Alaska's state Pool becomes solely high risk health insurance, the costs associated with
this grogram will be extremely h%. AS rates increase due to poor risks, the,gool will be
left only with the least healthy of the _ORuIatlonasthe_y must accept all aBpll ants in the
ahsence of pre-existing exclusions. KIJ losses associated with this will e paid by the
carmier(s) or, in the worst case, by the state If the Authority. elects to self insure. Without
a reinsuirance mechanism, carriefs 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 costlly for the state.” Current budget projections for Alaska predict deficits in future
years. I addition, the Alaska econdmy is'an unstable one which cannot count on a
consistent level of income from year to year.

4) Provider Rate Setting; E|>\<R(er|ence 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 withi rdte setting arrangements have no ¢léar cost advantage over states without rate
setting. In fact, in reCent yedrs, some rate setting states have experienced growth rates .
for hosP_ltaI costs In excess of the national average. For example, in 1988 ive out of six
rate set %tates had growth rates for costs per admission above the national growth
rate; in 1989 three of the six states had growth rates 2-6percent above the national
average.

The rate setting system used in Maryland is often cited as one which has been successful
at consistently cantrolling hospital costs, Between 1980and 1989, Maryland was the
only one of the six rate sétting states which had a cost per admission growth rate below

2
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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, " 1988 Méryland had a hlgher gercenta e Increase in
Its costs ttian the average for either the five other requlated states or the nafional average.

Alaska, which is not currf_ntly a requlated state, has had a rate of growth for hospital
costs which 1s not out of line"with that for the requlated states over the past ten years, In
1989, Alaska's per admission hospital costs rose almost five percent less than thie national
average, and were between 2and_ 11 percent lower than any of the six requlated states,
Including Maryland. The North Slope BorOLHh has experiénced per hospital admission
costs between 4 and 9 percent below those ofthe six requlated states.

5) Eliginility Criteria:  The proposed legislation is not clear in the area of defining
Wha is eligible for the state's coverage or what criteria would be used to determine
el tl)lllty. If current eligibility langUage from either employers or Insurers i used, the
pro

I
| I

ems of “uninsured”; "underinstired”, and "uninsurable™ individuals remain
unaddressed. Thes?

peaple will fontmue to fall out3|f[e_ fth Pﬁorda le health care
Pr_owdmg arena. All" public employers appear to be eligiole (along with all employees of
his groupr)a; other (.., private em?_lo esgtorthew mployees) can elect fojoin the pool
(or use.orily the rate setting arfa utifization Stancaras), yet'no more specific criteria (1.,
pre-existing conditions lariguage) is given.

Because of the vagueness of the definition of "eligible", we are prone to believe that
adverse selection Will occur, 1f 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 lan uaﬁ'ea,\wnl_c_reateapool withasimilar |
demographic cross section to that of COBRA participants. Smal| employers will act in
their own best interest and sign up their unhealthy (1.e, high nskz emplo¥ees for the pool
Wwhen they need coveraﬁe andl then withdraw them (take tiiem out of the pool, back to
their owri plan) when the %et healthy. Even If cov ra?e 1S not community rated, this
\all\lllog(l)d Itéles_gpnr IOIem since there are o pre-gxisting exclusions included inthis Bill, thus,
uld sign up.

If the plan is community rated, aclverse selection poses a more severe problem. State
employees pose no selectin problems since all will {om, not hust the Nigh risk cases.
Under pure community rating, state employees will face much higher rates since the bad
risks from the private emplotv)ers will drive uR rates forall. If coveraPe IS not communi

rated, rates will still need to e higher since the good risks will need t subsidize the bad

6) Definition of Group Health Insurance: Senate Bill 83 and House Bill 71 define
g_roup health Insurance as mcludln% " life insurance, accicental death and
ismemberment, medical care and treatment, dental care, eye care, and other (IJroup _
health coverage as determined by the authority”. \We are véry 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.

g) 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 concems, or have any comments
regarding our information.

Sincerely,
Jeslie Kaleak, S.
_ Mayor
cc.  Rep. Eileen MacLean
Sen. AL Adams _
Sen. Fischer, Vice-Chairman, HES
Sen. Cotten
Sen. Hoffman

Sen. Menard



AVCP

Association of Village Council Presidents
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, | had written
last year in opposition to the bill. However, after | read the
latest (3-27-92) version (which your office faxed to me), 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
Force), as well as others who oppose the bill, 1 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 1is 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, 1 would probably
rather support a national solution, such as a Canadian-style
single-payer system. However, no such national solution appears

imminent and | 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 | stated above, this version of S.B.
83 i1s 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 Al Adams
Senator Fred Zharoff
Representative Ilvan M. lvan
Representative Richard Foster
Representative Georgiana Lincoln
Representative Jerry Mackie



it21 t. Huf fman Road
Anchorage, AK 995 15
March 27, 1991

Senator Arli 3s Sturgulewski
Alas ka State legislature
P.O. Box V (MS 3100)
Juneau, Al 998 11

Dear Senator Sturgulewski:

| 'in deeply concerned that Alaska Senate Bill 83,
sponsored by Juneau Senator Jim Duncan, is the wrong approach
for solving the problems of access and rising cost of health
care. These problems are complex and require careful study
before we embark upon a set of solutions that could bring
even greater turmoil to our already troubled health care
system.

For example, the Duncan proposal would impose price

controls on services. Providers would be Ilimited to what
they could charge. On the surface, this may sound like a
good idea, but over a period of time, the quality of services
will surely decline and many health care professionals will
relocate to places where their earnings potential is not
controlled by government. Since the program is voluntary for
private employers, the bill does nothing to improve access

for the thousands of individuals who cannot afford health
insurance.

The proposal also calls for creation of a state
government agency to administer a government authorized

insurance program. Not only does the insurance pool
arrangement described in the bill have several financial and
underwriting difficulties, it will mean additional <cost for

taxpayers of the state.

| believe a better option would be to
our existing public/private system rather than
expansive government bureaucracy. Yes, we all
stop the rapid escalation of health care cost,
approach won't work*

truly yours,

Trev ith ick
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Alaska State Leoislature

Please enter into the record my testimony to the JzL
fth 7~&- s

committee on__ F"ovc.&- dated VAR
bill/subject

committee name

March 25, 1992

TO: Senate H.E.S.S. Committee
FROM: Rose Palmquist 376-2274
president, O.P.A.G.

POB 870294

W asilla, 99687

RE: COMPREHENSIVE HEALTH COVERAGE AND COSTS

Dear Chairman of Health Task Force,

Your testimony on 3-25-92 was very impressive and .“.ceptable
as a beginning towards health care for all.

The task Force obviously addressed the concerns.

Sianed:

8 ffo 0 fa Hn txm'sT" im ik a i
I fr-e s 0 A § ) 1
i tin vnoT-in- Wa~n/Jlce ftft

u

~ Address

Phone No.

9/86 tegislaliv# Information OlficB

f €b'EV
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UNINSURED ALASKA POPULATION

Total Uninsured PoBuIanon

(Excluding Native Population 16,627
e VT -
Uninsured Children Under Age 19 15,6% (20.48%)
(300% ofFederal Poverty Level and below)
2@ Wfo(})ovew vel: g,%cﬁi‘aren
aaachifren

ove eve 222Children
Hlmn%ured Small Busmess Family 16,025 (2G.91%)
. EW‘J%VVHE&? ees orkers
e Does not |n —yearworkers
Medically Uninsurable 4,000 (5.22%)

(i.e. "high’risk" individuals)

Above Wé;u%e(?ée%e%e@t%& gg fenrcguleé) ant \% ef%rnc gﬁr%%ec %vtl)cg%g tnder
eveso ered, participan premlum/c ntr tlon ves an articipant cost-sharing provisions.

1992 Poverty Guidelines for Alaska
Size offamily Unit Poverty Guideline (100%)

§ ;
and ahove i 980 per member

Data Sources: Health Systems Research, Inc. February 7, 1992 report; Aetna estimates



UNINSURED ALASKAN POPULATION

dil Children

Hi Small Business

D Medically Uninsurable
A Remaining Uninsured

5.22%



COMPARISON OF SELECTED HEALTH REFORM PROPOSALS].

PROPOSAL
FEATURES 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 Xx® X X
PRIVATE PROGRAM
Individual Mandates X X X
Employer Mandates X X X X X
phase-in 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
employer X X X
individual X X X X X
Cap on Tax Deductible Premium X®
AHA = American Hospital Association USCC = U.S. Chamber of Commerce
Pepper = Pepper Commission ) . BRT =Business Roundtable .
Kennedy = Kennedy's Basic Health Benefits for All Americans Act HLC =Healthcare Leadership Council
AHA = American Medical Association NAH =Rational Association of Manufacturers
Stark * Rep. Stark's MediPlan 1991 ACP * American College of Physicians ) o
HA* National Governors' Association AR-CIO * American Federation of Labor-Congress of Industrial Organizations

HC * National Leadership ("Sinmons”) Comission

[¢]

American Hospital Association February 1991.



COMPARISON OF SELECTED HEALTH REFORM PROPOSALS (cont.)

FEATURES
Insurance Market Relorm X
reinsurance mechs./pools X
elim. pre-existing condition clauses X

required community rating
PUBLIC PROGRAM(S)
Organization
single program X
separate for different populations
Eligibility/Basic

everyone
poor X
elderly/disabled X
others on buy-in X
Eligibility/Catastrophic
everyone X
public program enrollees only
Funding
federal X
state
premiums X
individual income-related X
service specific X0

AHA « American Hospital Association
Pepper = Pepper Commission

Kennedx * Kennedy's Basic Health Benefits for All Americans Act
AMHA =

merican Medical Association
Stark = P.ep. Stark's MediPlen 1991
NGA = National Governors' Association

° American Hospital Association February 1991,

X

X
X
X

< > X X

X®

< X< X X

X

USCC = U.S. Chamber of Ccxmwrce
BRT =Business Roundtable

AHA Pepper Kernedy AMA Stark

< X< X< X

PROPOSAL

P 2

NGA USCC BRT HLC NAM ACP AFL-CIO NLC

X

< X< X X

X
X
X

X®

X
X

X®

HLC =Healthcare Leadership Council
NAM =Notional Association of Manufacturers
ACP =American College of Physicians
AH-AO * Arerican

X
X

X®

X

< < X< X

SSIoN

< X< X X

X

X®

< X< X< X

) eration of Labor-Congress of Industrial Organizations
HC = National Leadership ("Simmons”’) Commi



COMPARISON OF SELECTED HEALTH REFORM PROPOSALS (cont.)

FEATURES
employer
Administration
federal
federal/state
private as TPA
private as underwriters
BENEFITS
Federal Definition Of Minimum Benefit
applies to public plan
applies to private plans
Preemption or elim. of state mandates
Scope
basic
catastrophic
preventive
Icng-term care
Limits
quantitative limits on services
dollar limits
marginal services excluded
medically necessary & reasonable
high front-end deduct, and copays

AHA * American Hospital Association
Pepper = Pepper Commission

Kennedx = Kennedy's, Basic Health Benefits for All Americans Act
AHA =

merican Medical Association
Stark = Rep. Stark's HediPlan 1991
NG = National Governors' Association

° American Hospital Association February 1991,

AHA Pepper Kennedy AMA stark

X

< < X< X < < X< X

>

X

X1l
xll

X13

> >

= X X< X

< X X X

>

X
X

X

X X

X

X X

X13 X

X

X

X X
X17
X

X19 X
X17
X
X20

USCC = U.S. Chanter of Commerce
BRT =Business Roundtable

PROPOSAL

Pagt J

NGA USCC BRT HLC NAM ACP AFL-CIO NLC

X12

X14

HLC *Healthcare Leadership Council
NAM *National Association of Manufacturers
ACP =American College of Physicians _ o
AR-CO = American Federation of Labor-Congress of Industrial Organizations
HC = National Leadership ("Sinmons’) Conmission

X15

X16

>

X

>
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COMPARISON OF SELECTED HEALTH REFORM PROPOSALS (cont.)

FEATURES

IMPROVED AFFORDABILITY

Federally-Administered Controls on Prices
or Total Expenditures

State-Administered Controls on Provider
Prices or Total Expenditures

Optional Use Of Public Program Rates By
Private Insurers

Incen(sives Oﬁgrating Amon ,PHrchase,rs

Providers, And Consumers With Negotiated
Payment
Required Management Of Care

all care

only selected services (e.g., long-term
car%) or selecteJ popufat?ons !

Promotes Management of Care
Bgstglosure Of Provider Cost And Quality

Guidelines On Technology And Special
Ser\glces % P

Use Ol Medical Practice Parameters
Tort Reform

Anti-trust and Qther Legal Reforms to
Promote (?ost%onta#] ent

Promation Of Living Wills And Advance
Directives

AHA * American Hospital Association
Pepper = Pepper Commission

* Kennedy's, Basic Health Benefits for All Americans Act

Kennedx _

AVA = American Medical Association
Stark = Rep. Stark’s MediPlan 1991
NA * National Governors' Assaociation

AHA Pepper Kennedy AMA Stark

X
X
X X
X
X X
X
X X
X X
X X X
X X X
X

PROPOSAL

NGA USCC BRT HLC NAM ACP AFL-CIO NLC

X
X
X
X X
X
X
X X
X X X X X
X X X
X X X X X
X X X X X X X X

USCC = U.S. Chamber of Commerce
BRT =Business Roundtable

HLC =Healthcare Leadership Council
NAM * Netional Association of Manufacturers

ACP =American College of Physicians
ARL-AJO = American Federation of Labor-Congress of Industrial Organizations
NC = National Leadership ("Simmons”) Gomrission

° American Hospital Association February 1991.
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11.
12.

13.
14.
15.
16.
17.

18.
19.

20.

Pace 5
Endnotes
Some of the proposals are at the ‘principles* stage and may change significantly. Please refer to the attached summaries for the source and status of

the information reflected in this chart.

Rep. Stark’s ﬁroposal calls for public program coverage of all Americans for basic coveraq(e, but it also mandates that emPloyers supplement basic
coverage with private coverage if they cufrently provide more than Me,leIansbenefltBac age. Consequently, this ‘maintenance of effort* provision
takes on some of the character of a pluralistic system. MediPlan LTC is completely public.

ACP’s position paper presents a national universal financing plan as its long-term goal, but concedes that the immedijacy of current access problems
m?ﬁ/ make It nece sar% toaupgﬁort Incremental ex,Pansmns in ms,urance coverage through Medicaid expansions and, perhaps, an employer
mmdate. The recommendations presented in their paper are limited to the long-term goal.

While BRT's principles call for universal access, the program elements reflected in the principles would not provide for universal access.

The USCC adopted .a.long term goal of universal access through a pluralistic system, but its proposal is limited to an expanded Medicaid program
and a series 0?%r0w3|onsgde3|gngedato Improve access to arfor ablepprlvate msﬁrance. prop P Prog

Also includes tax-exempt rebates to employees selecting insurance plans with premiums less than «hose of employer's other plans.
Community rating would be required only for the system of regional insurers who would provide insurance to small businesses.
Does not propose any alterations of the Medicare program.

Catastrophic protection provided only for low-income enrollees.

Premiums WOU|g be service specific only for ex and?,d benefits to current Medicare beneficiaries whose premium and cost-sharing levels for current
services would be grandfathered under’the new public program.

Presented as one of several options.

NGA splits this responsibilitg between federal an stﬁte overnments: éhefederal ove,rnmentwo#J,Id e%tablish,trluidelin s for minimum benefits, while
state governments would be responsible for establishing a process to develop, determine, and define the specific benefit package.

Enriched package under public plan.

BRT would eliminate any federal or state mandated benefit laws.

Exemption from state mandated benefit laws would appear to apply only to small employers.
Provides exemption from state mandated benefit laws only for basic catastrophic plans.

Quantitatiye limits for hospital care benefits and cost-sharing are eliminated for low-income ind'viduals, thereby providing for some catastrophic
coverage for the poor.

Means-tested.
Asset protection plan.
High front-end deductibles and copayments would appfy onfy to long-term care coverage.

AHA * American Hospital Association USCC = U.S. Chamber of Commerce

Pepper * Pepper Conmission , , BRT = Business Roundtable

Kennedx = Kennedy's Basic Health Benefits for All Americans Act HLC = Healthcare Leadership Council

AHA ="American Hedical Association NAH = National Association of Manufacturers

Stark = Rep. Stark's HediPlan 1991 ACP = American College of Physicians

NGA * Notional Governors' Association AA-AO = American Federation of Lobor-Congress of Industrial Organizations
NC = National Leadership ("Sinmons”) Conmission

o

American Hospital Association February 1991,
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January 17, 1991

MEMORANDUM
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 1s 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.

Review of interim activities.
Recent developments.

Status of Task Force report./ :
Proposed legislation.

Other hbusiness.
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HEALTH CARE COST CONTAINMENT

TASK FORCE
Interim activities of the Task Force

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

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

Alaska health care funding and expenditures analysis.
Additional meetings and communications:

Alaska School Board Association.

Alaska Municipal League. o
Alaska Municipal Finance Officers Association.
Alaska Hospital and Nursing Home Association.
Alaska State Medical Association.

Anchorage Medical Association.

Alaska business group.

NEA Alaska. o

Alaska State Employees Association.

National Governors™ Association.

AFSCME Washington, D.C.

Families USA (Senior citizen _advoca% group).
National Leadership Commission on Health™ Care.
Physicians Payment Review Commission.

State of Maryland.

State of Washington.

State of Louisiana.

State Alliance for Universal Health Care.
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HEALTH CARE COST CONTAINMENT
TASK FORCE

REPORT TO THE LEGISLATURE

Draft. Qutline

[. Introduction

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

B. Extension.

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

Il. Investigation and work plan.

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

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

IIl.  Findings: Nature of health care in Alaska.

A. Funding sources (Fed., State, local govt.,, and private).

B. Alaska population health care payment and accessibility
demographics

C. Health care provider demographics.



IV. Findings: Sources of health care cost increases.

A. Previous capital expenditures
B. Labor availability and cost.
C. Technology.

D. Uncompensated care.
E. Costs associated with litigation.

F. Inefficient delivery and reimbursement systems
G. Cost shifting from other programs

H. Federal program changes.

| Health care market place competition issues

V. Long term cost containment proposals.

VII. Recommendations

VIIl. Future considerations for Health care in Alaska
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EXECUTIVESUMMARY

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

OVERVIEW

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

states population.

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

inflation rato to be in line with the market basket CPI.

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

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

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

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

* Inefficient Medical Care Delivery Systems

Overbuilt Health Care Facilities

Cost Of New Medical Technology

Malpractice Insurance Costs and Protective Measures
Limited competition For Providers/Insurers

Health Care delivery System Waste, Overhead And Administrative Costs
Limited Wellness Promotion And Resources

Large population of Under/Uninsured Residents

Cost Shifting Between Public and Private Health Plans
Life Style diseases and injuries

Mandated Benefit Coverage

Limited Access to Private Health Plans

No Managed Care Delivery Systems IN Place

¥ %k k% k% % % % % %

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

FINDINGS

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

1. Health care expenditures in Alaska have increased 157.2% over the last
10 years, the second highest in the nationl12

1
2 Families USA Foundation Report Nov.1990



