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thet their dream of a national health
pian is unlikely to be realized any
time soon. He likens the struggle to
an old religious tradition: "I'm half
Jewish aid at Passover, we always
say, ‘Ned year in Jerusalem." The
problem s, we've been saying it for
2000years, and it's never quite next
year. "At the seminar, he said thathe
told Kennedy, "Just in case you don't
get there next year, how about loos-
ening the reins on the states so that
we can make modest progress at
our parochial level while the grand
plan is forged here in Washington?"
Theresponse? "Nextyear inJerusa-
lem " he laughed.

Despite the lack of flexibility, Ogren
said he is convinced that the states
can, on theirown, make a significant
difference insolving the problems of
the uninsured. "Those states that
throw up their hands and say We
can'tafford it, Washington has todo
it,"are dreamers. Adollar is a dollar,
whether it's raised by the states or
the federal government,”" he asserted.

Interim Steps

There are "some short-term bene-
fits coming out of the scrutiny of the
insurance sector,” Ogren noted.
While states maynotbe able to regu-
late companies that choose to self-
insure, "they can certainly institute
community rating and eliminate dis-
crimination on the basis of age, sex
and preexisting conditions, and re-
ally take health insurance back to
where itwas 20years ago, when the
youngand the old, men and women,
the healthy and the ill, were blended
into a single comprehensive pool.

Tdon'tknowifitwillgo as faras full-
Tedged community rating,” the law-
mekersaid, "butwe're going to come
closer tothe roots ofwhat insurance
is presumably all about.”

A problem with what most states
are now doing, he continued, "is
that there is little pretense of health

care reform Thereis'quite a bitof In-
surance reform butas (states] pick
theirenemies, they'relookingatonly
half of the equation. They're looking
almost exclusively at the administra-
tive cost component, and | don't think
it's as simple as that.

Short of moving to a single-payer
system, the states can also set for
themselves the goal of coordinating
various health programs. On aver-
age, Ogren said, "the states admini-
ster abouta half dozen different health
care programs, oftenina halfdozen
differentagencies, witha halfdozen
different reimbursement mechanisims.
If they can streamline all of those
programs, wrap them into a single
state-administered program that in-
corporates the uninsured... the pro-
gram would also be a competitor in
the marketplace." It would encom-
pass not only the poor enrolled in
Medicaidand the uninsured butalso
would attract peopie who are now
buying insurance individually and
would give it up gladly because of
preposterous rates."

Aprincipal aim of the Alliance is to
coordinate independent state efforts.
"Thereare lots of mistakes thatwon't
have to be replicated because we'll
have the chance to see what works
andwhatdoesn't. Now, state legisla-
tors largely work in a consummate
vacuum."

A parallel aim is "to see what our
collective voice can mean here in
Washington." NCSL has "a very dif-
fused voice. Itcannotadvocate fora
specific position because it must
encompass all positions.”

Outside Reaction

Since it was formed, the Alliance
has attracted a small cadre of legis-
lators who share Ogren's belief. 1AIso
on the board are Sens. John Kitzhaber
(OR), Paula Hollinger (MD) and
Stanley C. Walker (VA and Reps.
James Shon (H), Dennis Braddock

(WA), John Timmer (SD), John
McDonough (MA), Gene Davis (UT)
and Gail Chatlield (MO). All but Tim-
mer are Democrats.

Clearly not all legislators embrace
the Alliance’s mission statement.
Delaware Rep. Jane Maroney (R), a
self-described "states' rights per-
son" - said she believes that states
canand shouldsolve theiroannprob-
lems, "so | have an argument con-
ceptually” with the need for federal
intervention. Evenso, Maroneysaid,
"there is no reason not to debate a
system such as the one in place in
Canada. We need dialogue. The
chemistry of good will takes time to
develop.”

Not even those who agree with the
goal of universal care are necessar-
ily convinced that the Alliance is an
ideal vehicle for reaching it Ogren
and his board are "senior, credible
people, "but theyare appealing only
to a subset of legislators. They are
committed to specific, fundamental
change, but there is no evidence
that they have swayed some of their
more mainstream colleagues,” an
attendee at the December seminar
noted. "They don't seem to feel that
they have to market their position.
Their audience seems to be people
who are already committed to the
goal and who need information to
translate itinto program changes.”

Ogren reiterated that the Alliance -
-which he termed "“trulypolitical, not
at all policy-oriented” - was not
created to dictate a common tool or
model programforachieving univer-
sal access butrather tofacilitate the
exchange of information among the
states.

TheAlliance, Haganasserted, does
have room for other viewpoints, pro-
vided potential members are com-
mitted to three major principles:
universality of coverage: cost con-
tainment; and a belief that health
care is a right
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SENATE BILL NO. 83
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE -FIRST SESSION

BY SENATORS DUNCAN, Zharoff, Rodey

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

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

3 certificates of need; and providing for an effective date."

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

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

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

2 (3 expand the pool of subscribers and maximize the opportunities for health care cost

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

14 (4) maintain an efficient provider reimbursement system to reduce the administrative cost
SBO0B3A 1- SB 83
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J to providers who are serving employees of participants,

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

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

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

1 (8) evaluate the need for mandatory participation in the group health insurance offered
12 by the authority; and
13 (9) evaluate the need for group health insurance for residents of the state who are

14 uninsured or underinsured.
15 *Sec. 2. AS 18.07.035 is amended to read:

16 Sec. 18.07.035. APPLICATION AND FEES. Application for a certificate of need syl
17 be made to the department upon a form provided by the department and must contain the
18 information the department requires to reach a decision under AS 18.07.041 - 18.07.111. Each
19 application for a certificate of need must be accompanied by an application fee established by
29 the department by regulation. A copy of each application for a certificate of need, except an
21 application for a temporary or emergency certificate issued under AS 18.07.071, shall be
22 provided to the Alaska State Health Resources Authority.
23 *Sec. 3. AS 18.07.041 is amended to read:
24 Sec. 18.07.041. STANDARD OF REVIEW FOR APPLICATIONS FOR CERTIFICATES
25 OF NEED. The office shall grant a sponsor a certificate of need or modify a certificate of need
2 if the availability and quality of existing health care resources or the accessibility to those
2 resources is less than the current or projected requirement for health services required to maintain
28 the good health of Alaska citizens. A certificate of need may not be issued, except for a
29 temporary or emergency certificate under AS 18.07.071, unless the office has received a
30 determination from the Alaska State Health Resources Authority regarding the effect of the
31 certificate of need on the cost of nroup health insurance.
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| *See. 4. AS 21 is amended by adding a new chapter to read:
2 CHAFFER 77. STATE INSURANCE.
3 See. 21.77.010. AUTHORITY CREATED; REQUIRED REIMBURSEMENT SYSTEM
4 AND UTILIZATION STANDARDS, (a) There is established within the Department of
5 Administration a nonprofit incorporated legal entity known as the Alaska State Health Resources
0 Authority.

! (b) The authority shall, by July 1, 1992, establish and begin implementation of a health
8 care provider reimbursement system and utilization standards. The state, a municipality, or a
9 school district shall use the health care provider reimbursement system and utilization standards
10 established by the authority for eligible employees of the stale, a municipality, or a school
1 district. With the approval of the authority, other employers in the state may use the health care

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

(2) labor organizations;

(3) school districts;

(4) municipalities;

(5) private sector employers;

(6) health care providers.

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

Sec. 2. 71.030. GENERAL POWERS. The authority may

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

(2) sue or be sued:

(3) enter into contracts or agreements;

(4) establish administrative or accounting procedures; *

(5) collect, invest, and disburse funds;

(6) charge fees for providing administrative services;

(7) establish appropriate levels of reservesto cover the expenses of the authority;

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

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

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

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

(3) review each application for a certificate of need under AS 18.07.041 and
within 60 days after receiving a copy of the application determine the effect of issuing the
certificate on the cost of the group health insurance required under this chapter; a copy of the
determination shall be provided to the office of planning and research in the Department of
Health and Social Services;
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@ every third fiscal year, include in the annual report a cost and benefit a

of the activities of the authority.

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

Sec. 21.77.060. PROCUREMENT OF INSURANCE, (8) The authority shall, after
July 1, 1992, obtain a policy or policies of group health insurance covering eligible employees
of tin employer that has elected to participate, from an insurer authorized to transact business in
the state under AS 21.09, or act as a self-insurer if the authority determines that self-insurance
can provide the desired insurance coverage and benefits at a lower cost per eligible employee.

() Except when acting as a self-insurer, the authority shall obtain group health insurance

in compliance with the provisions of AS 36.30 and shall make available hid specifications for
desired group health insurance benefits to all insurance carriers licensed in the state and qualified
to provide the desired benefits. The specifications shall be made available at least once every five
years,

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

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

Sec. 21.77.090. PARTICIPATION; WAIVER, (8) The state, a municipality, a district,
or other employer in the state may participate in the group insurance coverage provided by the
authority. If the state, municipality, district, or other employer elects to participate, the state.
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municipality, district, or other employer shall continue to participate unless a waiver is granted
by the board.

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

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

See. 21.77.100. DEFINITIONS. In this chapter,

() "authority" means the Alaska State Health Resources Authority;

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

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

@ ‘"eligible employee" means an employee of a participant who qualifies for
group health benefits as determined by the participant;

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

(6) "employer" means the state, a municipality, a district, a collective bargaining
unit, the board of a public corporation of the state created within a principal executive
department, a self-employed person, or a person employing one or more persons in a business
or industry;

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

(@ "group health insurance” means coverage that may include life insurance.

6 SBO083A
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accidental death and dismemberment, medical care and treatment, dental care, eye care, and other
group health coverage as determined by the authority;

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

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

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

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

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

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

Sec. 37.07.030. RESPONSIBILITIES OF THE LEGISLATURE. The legislature shall

(1) provide for a budget review function;

() analyze the comprehensive operating and capital improvements programs and
financial plans recommended by the governor;

(3) adopt legislation to authorize implementation of the governor’s comprehensive
operating and capital improvements programs and financial plans or appropriate alternatives to
those plans;

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

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

fiscal year;

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

SB0083A 7 SI5 83
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(7) appropriate funds for the operation of the Alaska State llealHi Resources

1

2 Authority.

3« see 0. AS 39.25.110 is amended by adding a new paragraph to read:

4 (30) employees of the Alaska State Health Resources Authority

5 *Sec. 7. AS 39.50.200(b) is amencled by adding a new paragraph to read:

6 (52) Alaska State Health Resources Authority (AS 21.77).

I *sec. S REPORT. The Alaska State Health Resources Authority shall report to the Alaska State

8 Legislature by March 1, 1992, on the progress made by the authority in establishing a health care
9 provider reimbursement system and utilization standards.
10 *Sec. 9. This Act takes effect immediately under AS 01.10.070(e).

SB 83 -8- SBO083A
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SENATE BILL NO. &4
IN Till* LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY SENATOR DUNCAN

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

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

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

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

4 * Section . AS 18.07 is amended by adding a new section to read:

5 Sec. 18.07.005. LEGISLATIVE PURPOSE. It s the purpose of this chapter to create
6 arational framewaork for the planning and development of all health care services in the state to
[ ensure promotion and protection of public health, provide equitable access to health services, and
8 avoid unnecessary increases in health care costs.

9 *Sec. 2. AS 18.07.021 is amended to read:

10 Sec. 18.07.021. STATE HEALTH PLANNING AND DEVELOPMENT [AGENCY].
1 The |OFFICE OF PLANNING AND RESEARCH IN THE] department is responsible for [THE]
12 state health planning ind development, [AGENCY DESIGNATED UNDER 42 US.C.
13 300m(b)(3). THE OFFICE] shall [PERFORM THE FUNCTIONS ENUMERATED UNDER 42
14 U.S.C. 300m-2,] administer the certificate of need program outlined in AS 18,07.031 -18.07.111

$1)0084A SB 84

New Text. Underlined /DELETED TEXT BRACKETEDI



W O —J = Ol &~ O RO a—

QO QO PO PO PO PO PO MO O MO PO /. [,
HO@OO\I@CN-BQDNHO@OO\IOG#QJM‘:O

SB 84 -2

|AS 18.07.041  18.07.111, and shall perform other functions prescribed in this chapter.
* Sec. 3. AS 18.07.03Lis repealed and reenacted to read:

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

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

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

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

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

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

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

* Sec. 4. AS 18.07.035is amendedto read:

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

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

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

* Sec. 6. AS 18.07.061 is amendedto read:

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

- SBO0B4A
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ISSUANCE, BUT THE CERTIFICATE HOLDER IS NOT REQUIRED TO OBTAIN THE
ACQUIESCENCE OF THE OFFICE| before transferring the certificate or modifying or
terminating all or purl of the activities authorized by the certificate. If n certificate holder
intends to terminate (TERMINATES] all of the activities authorized by a certificate, the
certificate holder is required to apply to [NOTIFY| the department |OFFICE| 60 days before
termination and to surrender the certificate to the department |OFFICE] within 30 days after
|OF| termination.
* Sec. 7. AS 18.07.061 is amended by adding new subsections to read:

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

department and must contain

(1) evidence, of the type the department may raquire by regulation, that the
transferee is able to assume ownership or operation of the health care facility and to provide the
appropriate health services;

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

(3) other information that the department may require.

(c) Transfer of a certificate is subject to conditions the department considers necessary.
* Sec. 8. AS 18.07.071 is repealed and reenacted to read:

Sec. 18.07.071. EMERGENCY CERTIFICATES, (a) The department shall expedite

review of an application for a certificate of need under AS 18.07.031(a)(1) that is required to

(1) eliminate or prevent imminent safety hazards as defined by a federal, state,
or local fire, building, or life safety code or regulation;

(2) comply with state licensure standards; or

(3) comply with accreditation standards, compliance with which is required to
receive federal reimbursement.

(b) An application approved under (a) of this section may be approved only to the extent
that the capital expenditure is required to eliminate or prevent the hazards or to comply with the
standards described in (a) of this section.

* Sec. 9. AS 18.07 is amended by adding a new section to read:

Sec. 18.07.079. FINAL DECISION, (a) Within 150 days after it determines that it has

received a complete application, the department shall take one or more of the following actions;

SB0084A 3
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J (1) approve part or all of the application and issue a certificate of need that
A includes conditions that the department considers appropriate; the conditions must be directly
3 related to the activities for which the application was made;
4 (2) deny a certificate of need;

5 (3) recommend modifications to the application; if the applicant agrees to modify
6 the application, the department may defer a final decision on the application for 30 days after
[ receiving the modified application and all additional information to support the modifications;
8 deferral for more than 30 days under this paragraph may be made by the department only after
9 written findings that there is good cause for deferring the decision and that deferral is in the
10 public interest.

i (b) The department shall send the final written findings and decision to the applicant and
12 to other persons who request a copy of the findings and decision. If the final decision is to
13 approve an application, the department shall issue a certificate of need to the applicant.

14 *Sec. 10. AS 18.07.081(a) is amended to read:

15 (a) The department [OFFICE], a member of the public who is substantially affected by
16 activities authorized by the certificate, [OR] another applicant for a certificate of need, or a
17 health care facility that either provides services similar to the proposed activity or has
18 indicated to the department in writing within the year preceding the decision to grant the
19 certificate an intention to provide similar services to a health service population that
20 includes all or part of the health service population served under the certificate of need may
il request [INITIATE] a hearing to obtain modification, suspension or revocation of an existing
of certificate of need by filing an accusation with the department [COMMISSIONER] as prescribed
23 under AS 44.62.360. A revocation, modification, or suspension of an outstanding certificate may

24 not be undertaken unless it is in accordance with AS 44.62.330 - 44.62.630.
25 *Sec. 11 AS 18.07.081(c) is amended to read:

26 (c) A certificate of need shall be suspended if an accusation is filed before the
21 commencement of activities authorized under AS 18.07.079 [AS 18.07.041] that charges that
28 factors upon which the certificate of need was issued have changed [,] or new factors have been

29 discovered that significantly alter the need for the activity authorized. A SUSPENSION OF A
30 CERTIFICATE MAY NOT EXCEED 60 DAYS. AT THE END OF THIS PERIOD OR
3 SOONER, THE OFFICE SHALL REVOKE OR REINSTATE THE CERTIFICATE].

SB 84 i S110084A
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1 *Sec. 12. AS 18.07.081(c) is amended lo read:

2 (d) A certificate of need may be revoked if

3 (1) the certificate holder ISPONSOR I has not shown continuing progress toward
4 commencement of the activities authorized under AS 18.07.079 within one year after
5 IAS 18.07.041 AFTER SIX MONTHS OFj issuance;

6 (2) the certificate holder [APPLICANT! fails, without good cause, to complete
[ activities authorized by the certificate;

8 (3) the certificate holder |SPONSOR] fails to comply with the provisions of this
9 chapter or regulations adopted under this chapter,

0

1 (4) the certificate holder [SPONSOR] knowingly misrepresents a material fact
i in obtaining the certificate;

12 (5) the facts charged in an accusation filed under (c) of this section are
13 established; or

14 (6) the certificate holder [SPONSOR] fails to provide services authorized by the
15 terms of the certificate.

16 *Sec. 13. AS 18.07.081(e) is amended to read:

17 (e) A person who files [MAY NOT FILE] an accusation seeking suspension or
18 revocation of a certificate of need under this section, knowing that the charges stated in the
19 accusation are untrue or that the charges do not constitute grounds for revocation or suspension
20 under this chapter, is guilty of a class B misdemeanor.

21 *Sec. 14. AS 18.07.091 is repealed and reenacted to read:

22 Sec. 18.07.091. REPORTING REQUIREMENTS, PENALTIES, AND INJUNCTION,
23 (a) The department shall require all health care facilities operating in the state to periodically
24 file reports required by the department by regulation.

25 (b) The deparunent shall require a certificate holder to file with the department,
26 periodically during the development stage and annually after that until completion of the activity
2 authorized under AS 18.07.031, a report demonstrating that the activity is in compliance with all
28 provisions of the certificate of need.

29 (c) If the department finds that a person has substantially failed or refused to comply

30 with AS 18.07.031 - 18.07.111 or a requlation adopted under those sections, the department may
3 take one or more of tire following actions.
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1 (1) issue an order directing the person to stop the questioned activity;
2 (2) deny, suspend, revoke, or modify a construction license required uncer
3 AS 18.20.020 us related to the questioned activity;

4 (3) suspend a payment to be made by the department to the person for capital and

5 operating expenses relating to the questioned activity;

6 (4) deny, suspend, revoke, or modify a certificate of need; or

[ (5) issue an order against a person who violates a provision of AS18.07.031
818.07.111 or a regulation adopted under those sections imposing a civil penalty of not more than

9 $20,000.

10 (d) Before imposing a sanction listed in () of this section, the department shall give
1 reasonable notice of and an opportunity for a hearing.

12 (e) Notwithstanding AS 44.62.330 - 44.62.630, if the department finds that there will he
13 a significant and acverse effect upon the public interest caused by substantial failure or refusal
14 of a person to comply with AS 18.07.031 - 18.07.111 or a regulation adopted under those
15 sections, the department may issue an order that does one or more of the following:

16 (1) directs the person to stop the questioned activity;

17 (2) suspends a construction license required under AS 18.20.020 as related tothe
18 (uestioned activity; oi-

ly (3) suspends a payment to be made by the department to the person for capital
20 and operating expenses relating to the questioned activity.
2 (0 Notwithstanding AS 44.62.330 - 44.62.630, an order under (e) of this section takes
22 effect immediately upon service by the department and remains in effect pending the decision
23 after any hearing that may have heen requested unless the person served can demonstrate to the
24 department's satisfaction that the questioned activity is not subject to the application and review
25 requirements of AS 18.07.031 - 18.07.111, or that the person would likely prevail on the merits
26 and that allowing the activity to continue is in the public interest.

21 (9) Injunctive relief against a violation of AS 18.07.031 - 18.07.111 or a regulation
28 adopted under those sections may be obtained from a court of competent jurisdiction by the
29 department, a certificate holder who is adversely affected by the violation, or a member of the
30 public substantially and adversely affected by the violation.

31 *Sec. 15. AS 18.07.101 is amended to read:
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Sec. 18.07.101. REGULATIONS. The department (COMMISSIONER| shall adopt, in
accordance with the Administrative Procedure Act (AS 44.62), regulations that establish
procedures under which a person [SPONSOKS| may apply (MAKE APPLICATION! for a
certificate [CERTIFICATES! of need required by this chapter, establish the amount of
variation that may occur in an activity authorized by a certificate of need without retpiirint;
a modification of the certificate, [AND TMAT| govern the review of those applications by the
department |OFFICE|, establish requirements for a uniform statewide system of reporting
financial and other operating data, establish reasonable fees for applications and other
services, and otherwise carry out the purposes of this chapter.

* Sec. 16. AS 18.07.111 is repealed and reenacted to read:

Sec. 18.07.111, DEFINITIONS. In this chapter

(1) "category of health services" means a servi  that is recognized as a distinct
service for the purposes of health care faclity licensure ani certification under regulations
adopted under AS 18.20.010- 18.20.130, except that "servk  does not include the lawful
practice of a profession or vocation conducted independently ol a health care facility and in
accordance with applicable licensing laws of the state;

(2) "certificate” means a certificate of need

(3) “certificate of need" means a written orcer of the department that sets out the
affirmative findings that a proposed activity sufficiently satisfies the plans and criteria prescribed
for such an activity by this chapter and by department regulations and that permits the certificate
holder to proceed with the activity;

(4) "commencement of activities" means, withthe intent to continue until it is
completed,

(A) the visible commencement of actual operations, on the ground, which
is readily recognizable as such, for the construction of a building,the alteration of the bed
capacity of a health care facility, or the provision for or deletionof an existingcategory
of health services to consumers; or

) a significant step toward acquisition of a health care facility;

(5) "complete activities" means the substantial performance of the work required
to comply with the terms of issuance of the certificate of need that all parties participating in
those activities have obligated themselves to perform;

-7- SB 84
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(6) "construction" means excavation, erection, alteration, modification,
reconstruction, modernization, improvement, extension, or other development by or on behalf of
a health care facility and includes the lease or purchase of equipment;

(7) "department" means the Department of Health and Social Services;

(X) "health care facility" means an institutional health service provider licensed
in whole or in part by the state under AS 18.20.010 - 18.20.130, whether public or private,
whether a partnership or corporation, whether organized for profit or not, and includes a hospital,
psychiatric hospital, substance abuse hospital, tuberculosis hospital, skilled nursing facility,
kidney disease treatment center (including freestanding hemodialysis units), intermediate care
facility, ambulatory surgical facility, freestanding emergency care facility, osteopathic facility,
independent diagnostic laboratory, and central service facility; “health care facility" does not
include

(A) an Alaska Pioneers’ Home administered by the Department of
Administration under AS 44.21,020(10) and AS 47.55;

(B) the offices of private physicians or dentists, whether in individual or
group practice, occupied on a regular hasis to perform the range of diagnostic and
treatment services usually performed by physicians and dentists on an outpatient basis;

(C) office buildings built or leased by or on behalf of a health care facility
for the exclusive use of physicians, dentists, and other practitioners of the healing arts,
or other investments made by or on behalf of a health care facility, unless capital
expenditures or operating expenses will be charged or reimbursed in the future as costs
for providing patient services offered by the health care facility; and

(9) "person” means an individual, corporation, company, partnership, firm,
association, organization, business trust, estate, or government entity, and includes a health care

facility.

* Sec. 17. AS 18.20.050 is amended to read:

SB 84

Sec. 18.20.050. DENIAL, SUSPENSION, OR REVOCATION OF LICENSE. The
department may deny, suspend, or revoke a license in a case in which it finds that there has been
a Substantial failure to comply with the requirements established under AS 08.64.336,,
AS 18.07.031 - 18.07.111, or AS 18.20.060 - 18.20.080. The license of a nursing facility, as
defined in AS 18.20.390, also may be suspended or revoked by the department under
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AS 18.20.310(a)(5).
* See. 18, AS 44.29.100 is amended to read:

Sec. 44.29.100 ADVISORY BOARD ON ALCOHOLISM AND DRUG ABUSE. There
is established in the Department of Health and Social Services an advisory board on alcoholism
and drug abuse. [THE BOARD SILALL FUNCTION AS A STANDING COMMITTEE OF THE
STATEWIDE HEALTH COORDINATING COUNCIL ESTABLISHED UNDER AS 18.07.011.1

* Sec. 19 AS 47.30.475(0) is amended to read:

(b) Money available under this section shall be awarded by the department to applicants
on the basis of community need, but only if the award is consistent with the annual
implementation plan developed under 42 U.S.C. 3001-2(b)(2) (National Health Resources
Planning and Development Act of 1974) by the health systems agency for the health system area
in which the applicant is located |AND THE STATE HEALTH PLAN DEVELOPED BY THE
STATEWIDE HEALTH COORDINATING COUNCIL UNDER 42 U.S.C. 300m-3(c)(2)(A),] and
only after consideration of comment and advice of the Advisory Board on Alcoholism and Drug
Abuse. In awarding grants, the department shall further consider the amount of money that is
available for all applications and whether an application would contribute to the wise
development of a comprehensive program of alcoholic and drug abuse rehabilitation and
prevention.

* Sec. 20, AS 1807.011, 18.07.041, 18.07.081(b); AS 18.08.020(2), 18.08.090(11), and
AS 18.26.030(a)(4)(B) are repealed.
* Sec. 21. This Act takes effect immediately under AS 01.10.070(c).

SUO084A SB 84

Nrw UrnU”Jined /DELETED TEXT BRACKETED]



7-LS0681INJ

SENATE CONCURRENT RESOLUTION NO. 10
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

1y SKNATORS DUNCAN, Kerttula, Pourchot, Menard

Introduced: 2/13/91
Referred: HESS and Finance

A RESOLUTION
1 Establishing a Health Resources and Access Task Force.

2 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

3 WHEREAS estimated annual expenditures for health care in Alaska have risen by 300 percent
4 in the last 10 years from $480 million to over $1.5 billion; and

5 WHEREAS over 90,000 residents of the state cannot afford to pay their medical bills, are not
6 covered by a group health insurance plan, do not qualify for public assistance programs, and cannot
7 afford to pay individual health insurance premiums; and

8 WHEREAS, if current trends continue, it is estimated that expenditures for health care in the
9 state will increase to at least $10 billion by the year 2000 and over 25 percent of the state’s residents
10 will be uninsured; and

1 WHEREAS the legislature, aided by the Health Care Cost Containment Task Force, has achieved
12 savings in the costs of health care in the state totaling over $20 million in Fiscal years 1990 and 1991;

13 and

14 WHEREAS every resident should have access to a hasic level of health care regardless of
15 income and should not become Financially destitute before obtaining health care; and
16 WHEREAS the legislature recognizes that there is a continuing need to develop and evaluate
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1 ways to manage health care expenditures in the state;

2 BOIT RESOLVED by the Alaska State Legislature that the Health Resources and Access Task
3 Force is established with the following primary purposes;

4 (1) todesign a cost-efficient program that allows access to a basic level of health care
5 services for all state residents;

6 (2) tocontinue the work of the Health Care Cost Containment Task Force in seeking
7 ways to achieve savings in the cost of health care in the state; and

8 (3) todefine astrategy for implementing a health care program covering ail Alaskans and
9 a strategy for continuing to contain the costs of health care in the slate; and be it
10 FURTHER RESOLVED that the task force shall

1 (1) solicit advice and information from the medically indigent, health care consumer
12 groups, the insurance industry, health care providers, labor organizations, emergency services personnel,
13 large and small businesses, the Medical Care Advisory Committee, the Alaska Native Health Service,
14 actuaries, the public, and others,

15 (2) investigate and gather data relating to health care quality, access, delivery, payment
16 systems, and Financing in the state, especially in rural areas;
17 (3) ascertain and review successful health care protection methods in other states,

18 territories, and countries and other health care alternatives, including ways of providing health c;ire for
19 persons without insurance or with limited health care protection;

20 (4) continue to update an accurate estimate of the number of people who are unable to
21receivenecessary  health care services in the state, which patients are generating unpaid medical bills,
22 Which state residents are uninsured or lack adequate insurance, which health care providers are providing
23 uncompensated care, who is paying for the cost of uncompensated care, and the total cost of

24 uncompensated care in the state;
25 (5) identify those health care services necessary to achieve an acceptable minimum level

26 ofhealth carefor aJ s ate residents and to examine those health care services that provide the most care
27 for the most people at the least cost, including prevention services;

28 (6) monitor and evaluate experience under the state employee and retiree health plans;
29 (7) evaluate the potential benefits of health education, wellness plans, and prevention
30 plans for all residents;

3 (8) develop strategies to support health care professions training and the retention of

32 health care professionals in the state;
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1 (9) recommend ways to coordinate services among nonprofit health carc providers, profit
2 making health care providers, the slate division of public health, the United States Department of
3 Ve'erans Affairs, the United States Department of Defense, and the Alaska Native Health Service in
4 order to achieve a more efficient and effective health care delivery system;

5 (10) review ways to maximize the use of federal funds for health care programs in the
6 state;

[ (11) Investigate ways to reduec costs associated with malpractice insurance coverage,
8 including its effect on the cost of health care in the state;

9 (12) consider the feasibility of redistributing funds currently spent by the stale on health
10 care in order to provide residents with affordable and equitable care;

1 (13) provide advice and assistance to other public agencies involved in health care
12 programs; and

13 (14) pursue other sources of funding for the expenses of the task force; and be it

14 FURTHER RESOLVED that the task force shall consist of 14 members and two alternates as
15 follows:

16 (1) three members of the Senate appointed by the Presicent of the Senate, one of whom
17 shall be designated as an alternate;

18 ) three members of the House of Representatives appointed by the Speaker of the
19 House, one of whom shall be designated as an alternate;

20 (3) two persons representing the executive branch, appointed by the Governor;

21 (4) eight members chosen by the members appointed under paragraphs (1) - (3) as

22 follows: one individual representing die medically indigent, two individuals representing private
23 employers who are not health care providers, two individuals representing health care providers, one
24 individual representing nonprofit organizations, one consumer of health services who is not an employer
25 or health care provider, and one individual representing labor organizations; and be it

26 FURTHER RESOLVED that the members of the task force shall elect from among themselves
27 achair and a vice-chair and that the conduct of the task force meetings shall be in sessions open to the
28 public where all interested parties may provide information; and be it

29 FURTHER RESOLVED that, within funds made available for the purpose, the task force may
30 hire staff and contract for services to perform its duties; and be it

3l FURTHER RESOLVED that the task force shall report its findings and recommendations to
32 the Governor and the legislature by February 1, 1992, and February 1, 1993; and be it
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FURTHER RESOLVED that the task force is terminated at 11:59 p.m. on February 1, 1993,
|
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HOUSE BILL NO. 69
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY REPRESENTATIVES BOYER, Navarre

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

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

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

4 * Section 1. AS 18.07 is amended by adding a new section to read:

5 Sec. 18.07.005. LEGISLATIVE PURPOSE. It is the purpose of this chapter to create
6 a rational framework for the planning and development of all health care services in the state to
[ ensure promotion and protection of public health, provide equitable access to health services, and
8 avoid unnecessary increases in health care costs.

9 *Sec. 2. AS 18.07.021 is amended to read:

10 Sec. 18.07.021. STATE HEALTH PLANNING AND DEVELOPMENT [AGENCY].
1 The [OFFICE OF PLANNING AND RESEARCH IN THE] department is responsible for [THE]
12 state health planning and development* [AGENCY DESIGNATED UNDER 42 US.C.
13 300m(b)(3). THE OFFICE] shall [PERFORM THE FUNCTIONS ENUMERATED UNDER 42
14 U.S.C. 300m-2,] administer the certificate of need program outlined in AS 18.07.031 -18.07.111
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| [AS 18.07.041 - 18.07.111], and shall perform other functions prescribed in this chapter.
2 *Sec. 3. AS 18.07.031 is repealed and reenacted to read:

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

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

16 care facility;
!
I

i
[ (2) convert a building, in whole or in part, for use as a health care facility if the
i

8 fair market value of theconverted partof the buildingis greater than ~ $500,000 and the sum of

j 9 the fair market value plusadditional capitalexpenditures madeto facilitate the conversion equals
150 orexceeds $1,000,000:

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

13 (4) add or eliminate a category of health services to or from those provided by

14 the health care facility; or

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

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

18 structured to circumvent the requirements of this section.

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

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

24 an application fee established by the department by regulation.

25 *Sec. 5 AS 18.07.051 is amended by adding a r.'w subsection to read:

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

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

29 Sec. 18.07.061. MODIFICATION AND TERMINATION OF ACTIVITIES. The
30 certificate holder shall apply to the department [OFFICE] for a modification of the certificate

31 [BEFORE TERMINATING PART OF THE ACTIVITIES AUTHORIZED BY THE TERMS OF
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I ISSUANCE, BUT THE CERTIFICATE HOLDER IS NOT REQUIRED TO OBTAIN THE
2 ACQUIESCENCE OF THE OFFICE] hefore transferring the certificate or modifying or
3 terminating all or part of the activities authorized by the certificate. If a certificate holder
4 intends to terminate [TERMINATES] all of the activities authorized by a certificate, the
5 certificate holder is required to apply to [NOTIFY] the department [OFFICE] 60 days before
6 termination and to surrender the certificate to the department [OFFICE] within 30 days after
! [OF] termination.
8 *Sec. 7. AS 18.07.061 is amended by adding new subsections to read:
9 (b) An application for transfer of a certificate shall be made on forms provided by die
10 department and must contain
1 (1) evidence, of die type the department may require by regulation, that the
12 transferee is able to assume ownership or operation of the health care facility and to provide the
13 appropriate health services;
14 (2) evidence that the transferee is acquiring the health care facility at no more
15 than its current fair market value; and
16 (3) other information that the department may require.
17 (c) Transfer of a certificate is subject to conditions the department considers necessary.
18 *Sec. 8. AS 18.07.071 is repealed and reenacted to read:
19 Sec. 18.07.071. EMERGENCY CERTIFICATES, (a) The department shall expedite
20 review of an application for a certificate of need under AS 18.07.031(a)(1) that is required to
2 (1) eliminate or prevent imminent safety hazards as defined by a federal, state,
22 or local fire, building, or life safety code or regulation;
23 (2) comply with state licensure standards; or
24 (3) comply with accreditation standards, compliance with which is required to
25 receive federal reimbursement,
26 (b) An application approved under (a) of this section may be approved only to the extent
21 that the capital expenditure is required to eliminate or prevent the hazards or to comply with the
28 standards described in (a) of this section.
29 *Sec. 9. AS 18.07 is amended by adding a new section to read:
30 Sec. 18.07.079. FINAL DECISION, (a) Within 150 days after it determines that it has
31 received a complete application, the department shall take one or more of the following actions:
HB0069a 3 HB 69
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1 (1) approve part or all of the application and issue a certificate of need that
2 includes conditions that the department considers appropriate; the conditions must be directly
3 related to the activities for which the application was made;

4 (2) deny acertificate of need:

5 (3) recommend modifications to the application; if the applicant agrees to modify
6 the application, the department may defer a final decision on the application for 30 days after
[ receiving the modified application and all additional information to support the modifications;
8 deferral for more than 30 days under this paragraph may be made by the department only after
9 written findings that there Is good cause for deferring the decision and that deferral is in the
10 public interest,

1 (b) The department shall send the final written findings and decision to the applicant and
12 to other persons who request a copy of the findings and decision. If the final decision is to
13 approve an application, the department shall issue a certificate of need to the applicant,

14 * Sec.10. AS 18.07.081(a) is amended to read:

15 (a)The department [OFFICE], amember of thepublic ~ whois substantially affected by
16 activities authorized by the certificate, [OR] another applicant for a certificate of need, or a
17 health care facility that either provides services similar to the proposed activity or has
18 indicated to the department in writing within the year preceding the decision to grant the
19 certificate an intention to provide similar services to a health service population that
20 includes all or part of the health service population served under the certificate of need may
2 request [INITIATE] a hearing to obtain modification, suspension or revocation of an existing
22 certificate of need by filing an accusation with the department [COMMISSIONER] as prescribed
23 under AS 44.62.360. A revocation, modification, or suspension of an outstanding certificate may

24 not be undertaken unless it s in accordance with AS 44.62.330 - 44.62.630.
25 * Sec.1l AS 18.07.081(c) is amended to read:

26 (c) A certificate of needshall besuspended if anaccusation is filed before the
21 commencement of activities authorized under AS 18.07.079 [AS 18.07.041] that charges that
28 factors upon which the certificate of need was issued have changed [,] or new factors have been

29 discovered that significantly alter the need for the activity authorized. [A SUSPENSION OF A
30 CERTIFICALE MAY NOT EXCEED 60 DAYS. AT THE END OF THIS PERIOD OR
3 SOONER, THE OFFICE SHALL REVOKE OR REINSTATE THE CERTIFICATE].
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* Sec. 12 AS 18.07.081(d) is amended to read:
(d) A certificate of need may be revoked if
(1) theccrtiucate holder (SPONSOR) has not shown continuing progress toward
commencement of the activities authorized under AS 18.07.079 within one year after
[AS 18.07.041 AFTER SIX MONTHS OF) issuance;
(2) the certificate holder [APPLICANT) fails, without good cause, to complete
activities authorized by the certificate;
(3) the certificate holder [SPONSOR) fails to comply with die provisions of this
chapter or regulations adopted under this chapter,
(4) the certificate holder [SPONSOR) knowingly misrepresents a material fact
in obtaining the certificate;
(5) the facts charged in an accusation filed under (c) of this section are
established; or
(6) the certificate holder [SPONSOR] fails to provide services authorized by the
terms of the certificate.
* Sec. 13. AS 18.07.081(e) is amended to read:

(e) A person who files [MAY NOT FILE] an accusation seeking suspension or
revocation of a certificate of need under this section, knowing that the charges stated in the
accusation are untrue or that the charges do not constitute grounds for revocation or suspension
under this chapter, is guilty of a class B misdemeanor.

* Sec. 14. AS 18.07.091 is repealed and reenacted to read:
Sec. 18.07.091. REPORTING REQUIREMENTS, PENALTIES, AND INJUNCTION,

(a) The department shall require all health care facilities operating in the state to periodically

file repons required by the department by regulation.
(b) The department shall require a certificate holder to file with the department,

periodically during the development stage and annually after that until completion of the activity
authorized under AS 18.07.031, a report demonstrating that the activity is in compliance with all
provisions of the certificate of need.

(c) If the department finds that a person has substantially failed or refused to comply
with AS 18.07.031 - 18.07.111 or a regulation adopted under those sections, the department may
take one or more of the following actions:
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(1) issue an order directing the person to stop the questioned activity;

(2) deny, suspend, revoke, or modify a construction license required under
AS 18.20.020 as related to the questioned activity;

(3) suspend a payment to be made by the department to the person for capital and
operating expenses relating to the questioned activity;

(4) deny, suspend, revoke, or modify a certificate of need; or

(5) 1issue an order against a person who violates a provision of AS 18.07.031 -
18.07.111 or a regulation adopted under those sections imposing a civil penalty of not more than
$20,000.

(d) Before imposing a sanction listed in (c) of this section, the department shall give
reasonable notice of and an opportunity for a hearing.

(e) Notwithstanding AS 44.62.330 - 44.62.630, if the department finds that there will be
a significant and adverse effect upon the public interest caused by substantial failure or refusal
of aperson to comply with AS 18.07.031 - 18.07.111 or a regulation adopted under those
sections, the department may issue an order that does one or more of the following;

(1) directs the person to stop the questioned activity;

(2) suspends a construction license required under AS 18.20.020 as related to the
questioned activity; or

(3) suspends a payment to be made by the department to the person for capital
and operating expenses relating to the questioned activity.

(0 Notwithstanding AS 44.62.330 - 44.62.630, an order under (e) of this section takes
effect immediately upon service by the department and remains in effect pending the decision
after any hearing that may have been requested unless the person served can demonstrate to the
department's satisfaction that the questioned activity is not subject to the application and review
requirements of AS 18.07.031 - 18.07.111, or that the person would likely prevail on the merits
and that allowing the activity to continue is in the public interest.

(9) Injunctive relief against a violation of AS 18.07.031 - 18.07.111 or a regulation
adopted under those sections may be obtained from a court of competent jurisdiction by the
department, a certificate holder who is advers"1" affected by the violation, or a member of the
public substantially and acversely affected b e violation.

* Sec. 15. AS 18.07.101 is amended to read:
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Sec. 18.07.101. REGULATIONS. The department [COMMISSIONER] shall adopt, in
accordance with the Administrative Procedure Act (AS 44.62), regulations that establish
procedures under which a person [SPONSORS] may apply [MAKE APPLICATION] for a
certificate [CERTIFICATES] of need required by this chapter, establish the amount of
variation that may occur in an activity authorized by a certificate of need without requiring
a modification of the certificate, [AND THAT] govern the review of those applications by the
department [OFFICE], establish requirements for a uniform statewide system of reporting
financial and other operating data, establish reasonable fees for applications and other
services, and otherwise carry out the purposes of this chapter.

* Sec. 16. AS 18.07.111 is repealed and reenacted to read:

Sec. 18.07.111, DEFINITIONS. In this chapter

(1) "category of health services" means a service that is recognized as a distinct
service for the purposes of health care facility licensure and certification under regulations
adopted under AS 18.20.010- 18.20.130, except that "service" does not include the lawful
practice of a profession or vocation conducted independently of a health care facility and in
accordance with applicable licensing laws of the state;

(2) "certificate” means a certificate of need;

(3) "“certificate of need" means a written order of the department that sets out the
affirmative findings that a proposed activity sufficiently satisfies the plans and criteria prescribed
for such an activity by this chapter and by department regulations and that permits the certificate
holder to proceed with the activity;

(4) "commencement of activities" means, with the intent to continue until it is
completed,

(A) the visible commencement of actual operations, on the ground, which
IS readily recognizable as such, for the constructionof a building, the alteration of the bed
capacity of a health care facility, or the provisionfor or deletion of anexisting category
of health services to consumers; or

(B) asignificant step toward acquisition of a health care facility;

(5) "complete activities" means the substantial performance of the work required
to comply with the terms of issuance of the certificate of need that all parties participating in
those activities have obligated themselves to perform;
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(6)  "construction" means excavation, erection, alteration, modification,
reconstruction, modernization, improvement, extension, or other development by or on behalf of
a health care facility and includes the lease or purchase of equipment;

(7) "department” means the Department of Health and Social Services;

(8) "health care facility'Lmeans an institutional health service provider licensed
In whole or in part by the state under AS 18.20.010 - 18.20.130, whether public or private,
whether a partnership or corporation, whether organized for profit or not, and includes a hospital,
psychiatric hospital, substance abuse hospital, tuberculosis hospital, skilled nursing facility,
kidney disease treatment center (including freestanding hemodialysis units), intermediate care
facility, ambulatory surgical facility, freestanding emergency care facility, osteopathic facility,
independent diagnostic laboratory, and central service facility; “health care facility" does riot
Include

(A) an Alaska Pioneers’ Home administered by the Department of
Administration under AS 44.21.020(10) and AS 47.55;

(B) the offices of private physicians or dentists, whether in individual or
group practice, occupied on a regular basis to perform the range of diagnostic and
treatment services usually performed by physicians and dentists on an outpatient basis;

(C) office buildings built or leased by or on behalf of a health care facility
for the exclusive use of physicians, dentists, and other practitioners of the healing arts,
or other investments made by or on behalf of a health care facility, unless capital
expenditures or operating expenses will be charged or reimbursed in the future as costs
for providing patient services offered by the health care facility; and

(9) "person" means an individual, corporation, company, partnership, firm,
association, organization, business trust, estate, or government entity, and includes a health care
facility.

* Sec. 17. AS 18.20.050 is amended to read:

Sec. 18.20.050. DENIAL, SUSPENSION, OR REVOCATION OF LICENSE. The
department may deny, suspend, or revoke a license in a case in which it finds that there has been
a substantial failure to comply with the requirements established under AS 08.64.336,
AS 18.07.031 - 18.07.111, or AS 18.20.060 - 18.20.080. The license of a nursing facility, as
defined in AS 18.20.390, also may be suspended or revoked by the department under
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1 AS 18.20.310(a)(5).

2 *3Sec. 18, AS 44.29.100 is amended to read:

3 Sec. 44.29.100. ADVISORY BOARD ON ALCOHOLISM AND DRUG ABUSE. There
4 IS established in the Department of Health and Social Services an advisory board on alcoholism

5 and drug abuse. [THE BOARD SHALL FUNCTION AS A STANDING COMMITTEE OF THE
6 STATEWIDE HEALTH COORDINATING COUNCIL ESTABLISHED UNDER AS 18.07.01 L]

7 *3Sec. 19. AS 47.30.475(h) is amended to read:

8 (b) Money available under this section shall be awarded by the department to applicants
9 on the basis of community need, but only if the award is consistent with the annual
10 implementation plan developed under 42 U.S.C. 3001-2(b)(2) (National Health Resources
1 Planning and Development Act of 1974) by the health systems agency for the health system area
12 in which die applicant is located [AND THE STATE HEALTH PLAN DEVELOPED BY THE
13 STATEWIDE HEALTH COORDINATING COUNCIL UNDER 42U.S.C. 300m-3(c)(2)(A),] and
14 only after consideration of comment and advice of the Advisory Board on Alcoholism and Drug
15 Abuse. In awarding grants, the department shall further consider the amount of money that is
16 available for all applications and whether an application would contribute to the wise
17 development of a comprehensive program of alcoholic and chug abuse rehabilitation and
18 prevention.

19 * Sec. 20. AS 1807011, 18.07.041, 18.07.081(b); AS 18.08.020(2), 18.08.090(11); and
20 AS 18.26.030(a)(4)(B) are repealed.

21 *Sec. 21. This Act takes effect immediately under AS 01.10.070(c).
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HOUSE BILL NO. 71
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY REPRESENTATIVES BOYER, Navarre

Introduced: 1/24/91
Referred: Labor and Commerce, Health, Education and Social Services, Finance

A BILL
FOR AN ACT ENTITLED
1 "Ail Act relating to the Alaska State Health Resources Authority; relating to the delivery,
12 quality, and financing of health care for residents of the state, and to the issuance of

'J 3 certificates of need; and providing foi an effective date.”

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

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

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

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

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

14 (4) maintain an efficient provider reimbursement system to reduce the administrative cost
HBO071a -1- HB 71
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1 to providers who are serving employees of participants;
2 (5) maintain a statewide health care data base and utilization standards to control

3 Inappropriate or improper utilization practices and to reduce the rate of inflation in the cost of health care

4 in the state
5 (6) create the most comprehensive, cost-gffective, and efficient method of providing a

6 variety of types of health care insurance necessary to meet the coverage requirements of a participant

1 resulting from negotiated employee contracts;
8 (7) realize the potential savings that will result if approximately 135,(XX) active and

9 retired state, municipal, and school district employees and their dependents participate in the group health
10 insurance program offered by the authority;

1 (8) evaluate the need for mandatory participation in the group health insurance offered
12 by the authority; and
13 (9) evaluate the need for group health insurance for residents of the state who are

14 uninsured or underinsured.
15 *Sec. 2. AS 18.07.035 is amended to read:

16 Sec. 18.07.035. APPLICATION AND FEES. Application for a certificate of need shall
i be made to the department upon a form provided by the department and must contain the
18 information the department requires to reach a decision under AS 18.07.041 - 18.07.111. Each
19 application for a certificate of need must be accompanied by an application fee established by
20 the department by regulation. A copy of each application for a certificate of need, except an
2 application for a temporary or emergency certificate issued under AS 18.07.071, shall be

22 provided to the Alaska State Health Resources Authority.
23 *Sec. 3. AS 18.07.041 is amended to read:

24 Sec. 18.07.041. STANDARD OF REVIEW FOR APPLICATIONS FOR CERTIFICATES
25 OF NEED. The office shall grant a sponsor a certificate of need or modify a certificate of need
26 if the availability and quality of existing health care resources or the accessibility to those
21 resources is less than the current or projected requirement for health services required to maintain
28 the good health of Alaska citizens. A certificate of need may not be issued, except for a
29 temporary or emergency certificate under AS 18.07.071, unless the office has received a
30 determination from the Alaska State Health Resources Authority regarding the effect of the
3l certificate of need on the cost of group health insurance.
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1 *Sec. 4. AS 21 is amended by adding a new chapter to read:

2 CHAPTER 77. STATE INSURANCE.

3 Sec. 21.77.010. AUTHORITY CREATED; REQUIRED REIMBURSEMENT SYSTEM
4 AND UTILIZATION STANDARDS, (a) There is established within the Department of
5 Administration a nonprofit incorporated legal entity known as the Alaska State Health Resources
6 Authority.

[ (b) The authority shall, by July 1, 1992, establish and begin implementation of a health
8 carc provider reimbursement system and utilization standards. The state, a municipality, or a
9 school district shall use the health care provider reimbursement system and utilization standards

10 established by the authority for eligible employees of the state, a municipality, or a school
1 district. With the approval of the authority, other employers in the state may use the health care
12 provider reimbursement system and utilization standards established by the authority.

13 (c) The authority shall, no earlier than July 1, 1992, establish a group health insurance
14 pool or pools of eligible employees of the state, a municipality, or a school district if the
15 employer has elected to participate in the group health insurance obtained by the authority and
16 may provide group health insurance to employees of other groups that elect to participate in the
17 group health insurance pool provided by the authority. Employees of other groups that elect to
18 participate shall use the reimbursement system and utilization standards established by the
19 authority.

20 (d) Upon application by an eligible state program, the authority may, beginning July 1,
2 1992, allow the eligible state program to participate in the group health insurance pool provided
22 by the authority.

23 Sec. 21.77.015. REQUIRED COOPERATION BY STATE AGENCIES. An agency of
24 the state that provides health care or that provides funds to purchase health care shall, to the
25 maximum extent possible, cooperate in the development of the use of the health care provider
26 reimbursement system and utilization standards established by the authority, including sharing
21 relevant information.

28 Sec. 21.77.020. BOARD OF DIRECTORS; ORGANIZATION, (a) The authority shall
29 be managed by a board of directors composed of nine members appointed by the governor. The
30 governor shall appoint at least one but not more than two members as representatives from each

3l of the following:
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(1) the executive branch;

(2) labor organizations;

(3) school districts;

(4) municipalities;

(5) private sector employers;

(6) health care providers.

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

Sec. 21.77.030. GENERAL POWERS. The authority may

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

(2) sue or be sued:

3) enter into contracts or agreements;

4) establish administrative or accounting procedures;

5) collect, invest, and disburse funds;

6) charge fees for providing administrative services,

1) establish appropriate levels of reserves to cover the expenses of the authority;

(8) adopt necessary requlations and procedures for implementation of this chapter.

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

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

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

(31 review each application for a certificate of need under AS 18.07.041 and
within 60 days after receiving a copy of the application determine the effect of issuing the
certificate on the cost of the gmoup health insurance required under this chapter, a copy of the
determination shall be provided to the office of planning and research in the Department of
Health and Social Services;

(
(
(
(
(

-4- HB0071a
Text i'nderlined /DELETED TEXT BRACKETED}



O OO —Jd OO O

10
1
12
13
14
15
16
1

19
20
21
2
23
24
25
26
21
28
29
30
3

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

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

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

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

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

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

Sec. 21.77.090. PARTICIPATION; WAIVER, (a) The state, a municipality, a district,
or other employer in the state may participate in the group insurance coverage provided by the
authority. If the state, municipality, district, or other employer elects to participate, the state,
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municipality, district, or other employer shall continue to participate unless a waiver is granted
by the board.

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

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

Sec. 21.77.100. DEFINITIONS. In this chapter,

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

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

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

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

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

(6) "employer" means the state, a municipality, a district, a collective bargaining
unit, the board of a public corporation of the state created within a principal executive
department, a self-employed person, or a person employing one or more persons in a business
or industry;

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

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

HB0071a
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accidental death and dismemberment, medical care and treatment, dental care, eye care, andother
group health coverage as determined by the authority;

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

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

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

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

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

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

Sec. 37.07.030. RESPONSIBILITIES OF THE LEGISLATURE. The legislature shall
(1) provide for a budget review function;
(2) analyze the comprehensive operating and capital improvements programs and
financial plans recommended by the governor,
(3) adopt legislation to authorize implementation of the governor's comprehensive
operating and capital improvements programs and financial plans or appropriate alternatives to

those plans;
(4) provide for a post-audit function to cover financial transactions, program

accomplishment, and compliance with legislative intent;
(5) adopt or revise the estimate of receipts required to balance the succeeding

fiscal year's budget in order that proposed expenditures do not exceed estimated receipts for that

fiscal year,
(6) adopt, revise, or nitiate revenue measures in order to balance the succeeding

fiscal year's budget and the capital improvements section of the budget for the succeeding six
yearsh
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1 (7) appropriate funds for the operation of the Alaska State Health Resources
2 Authority.

3 *Sec. 6.AS 39.25.110 is amenced by adding a new paragraph to read:

4 (30) employees of the Alaska State Health Resources Authority.

5 *Sec. 7.AS 39.50.200(b) is amended by adding a new paragraph to read:

6 (52) Alaska State Health Resources Authority (AS 21.77).

7 *Sec. 8. REPORT. The Alaska State Health Resources Authority shall report to the Alaska State

8 Legislature by March 1, 1992, on the progress made by the authority in establishing a health care
9 provider reimbursement system and utilization standards.
10 *Sec. 9.This Act takes effect immediately under AS 01.10.070(c).
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HOUSE CONCURRENT RESOLUTION NO. 5
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY REPRESENTATIVES ELLIS, Boyer, Navarre, Koponen, Ulmer

Introduced: 2/13/91
Referred; Health, Education and Social Services, Finance

A RESOLUTION

Establishing a Health Resources and Access Task Force.

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

WHEREAS estimated annual expenditures for health care in Alaska have risen by 300 percent
in the last 10 years from $480 million to over $1.5 billion; and

WHEREAS over 90,000 residents of the state cannot afford to pay their medical bills, are not
covered by a group health insurance plan, do not qualify for public assistance programs, and cannot
afford to pay individual health insurance premiums; and

WHEREAS, if current trends continue, it is estimated that expenditures for health care in the

state will increase to at least $10 billion by the year 2000 and over 25 percent of the state’s residents

will be uninsured, and

WHEREAS the legislature, aided by the Health Care Cost Containment Task Force, has achieved
sit' ings in the costs of health care in the state totaling over $20 million in fiscal years 1990 and 1991;
and

WHEREAS every resident should have access to a basic level of health care regardless of
income and should not become financially destitute before obtaining health care; and

WHEREAS the legislature recognizes that there is a continuing need to develop and evaluate
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ways to manage health care expenditures in the state;
BE IT RESOLVED by the Alaska State Legislature that the Health Resources and Access Task
Force is established with the following primary purposes:

(1) to design a cost-efficient program that allows access to a basic level of health care
services for all state residents;

(2) to continue the work of the Health Care Cost Containment Task Force in seeking
ways to achieve savings in the cost of health care in the state; and

(3) to define a strategy for implementing a health care program covering all Alaskans and
a strategy for continuing to contain the costs of health care in the state; and be it

FURTHER RESOLVED that the task force shall

(1) solicit advice and information from the medically indigent, health care consumer
groups, the insurance industry, health care providers, labor organizations, emergency services perso. ncl,
large and small businesses, the Medical Care Advisory Committee, the Alaska Native Health Service,
actuaries, the public, and others;

(2) investigate and gather data relating to health care quality, access, delivery, payment
systems, and financing in the state, especially in rural areas;

(3) ascertain and review successful health care protection methods in other states,
territories, and countries and other health care alternatives, including ways of providing health ctire for
persons without insurance or with limited health care protection;

(4) continue to update an accurate estimate of the number of people who are unable to

receivenecessary health care services in the state, which patients are generating unpaid medical bills,

which state residents are uninsured or lack adequate insurance, which health care providers are providing
uncompensated care, who is paying for the cost of uncompensated care, and the total cost of
uncompensated care in the state;

(5) identify those health care services necessary to achieve an acceptable minimum level
of health care forall state residents and to examine those health care services that provide the most care
for the most people at the least cost, including prevention services;

(6) monitor and evaluate experience under the state employee and retiree health plans;

(7) evaluate the potential benefits of health education, wellness plans, and prevention
plans for all residents;

(8) develop strategies to support health care professions training and the retention of

health care professionals in the state;
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including its effect on the cost of health care in the state;

(12) consider the feasibility of redistributing funds currently spent by the state on health
care in order to provide residents with affordable and equitable care;

(13) provide advice and assistance to other public agencies involved in health care
programs; and

(14) pursue other sources of funding for the expenses of the task force; and be it

FURTHER RESOLVED that the task force shail consist of 14 members and two alternates as

follows:

follows: one individual representing the medically indigent, two individuals representing private
employers who are not health care providers, two individuals representing health care providers, one
individual representing nonprofit organizations, one consumer of health services who is not an employer
or health care provider, and one individual representing labor organizations; and be it

FURTHER RESOLVED that the members of the task force shall elect from among themselves
a chair and a vice-chair and that the conduct of the task force meetings shall be in sessions open to the
public where all interested parties may provide information; and be it

FURTHER RESOLVED that, within funds made available for the purpose, the task force may
hire staff and contract for services to perform its duties; and be it

FURTHER RESOLVED that the task force shall report its findings and recommendations to

the Governor and the legislature by February 1, 1992, and February 1, 1993; and be it

HCRO005a -3- HCR 5
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Controlling costs is the key

By SEN. JIM DUNCAN
A mska‘s health-curc svstc-m Is seriously

Sam €

) The cure is comprehensive reform
with three necessary components: Increased
uccess to services, cost containment and
ﬂuahty care, Health-care spending in

laska has increased over 300 percent since
1970. About 90,000 Alaskans, or 16 percent
. of our population, have no health-care
Sen. Jim coverage. Without reform, costs will soar
Duncan from the S5 billion we spend now to S10
billjon by the %ear 2000 and our uninsured
will grow to 25 percent of the poPulatmn.

Recommendations by the Health Care and Access Task
Force, that | co-chair, proyide an opportunity to enact
meanmqful health-care reform.

The plan's initial goals are to help people who can afford
to help themselves but who aren'tﬁresently b,em? served by
the insurance industry, make health-care availabfe to
Iow-|ncome8ngnant women and children, and slow down
Increasing costs.

Th? ulgm ate goalis universal health care all Alaskans
can afford.

Please see Page F-6. DUNCAN

health-care

Alaska's health-care system is breaking down as
costs soar and insurance gremlum_s MoVe ever hlgh%r.
Morebandf[?ore employers are cutting back on health-
care henefits
or dropping coverage altogether. As many as 90,000
Alaskans have n nsurance, and a heart attack, Stroke
or other serious illness can wipe
out a lifetime of savings.

Anew Alaska consensus has
emerged for changing the system,

But the reform movement hias split
on how to fix the system.

In.one corner, e have a , _
coalition of doctors, hospitals and nursing homes with
their proposed CoArEPrehenswe Health Insurance and
Payment Reform Act. It stresses now programs to
make insurance more affordable.

Inthe other corner Is Sen. Jim Duncan, a Juneau
Democrat whose pending bill emphasizes limiting
health costs through government regulation.

mess, buttwo opposing

Anchorage Daily News

solutions

Everyone gives up something

By DR. OLIVER M. KORSHIN )
A laska's ph)(smlans and hospitals
recently released a plun for
comprehensive health reform. Its
ﬁremlse s that the players In the
ealth-carc arena — providers, hospitals,
Fﬂatlents,,msurance companies, employers,

alpractice uttomeys — share .
responsibility for the health-care crisis and
must each give up something to achieve a
solution,

The plan proposes:

e Health insurance for everyone who
wants It. , , .

«Expanding health-insurance benefits so thnt patients
don't have to pﬁy f?<r routine Phhyswals, prenatal care nnd
other services that keep people Healthy, =

-Re,turnmﬁ health insurance to its griginal purpose of
spreading risks throug,hout acommunity instead of
excluding people needing It most —the Sick. _

-Peg%mq increases in"the cost of medical services, as,
well as health-insurance premiums, to the average rise in
the inflation rate. ) ] )

eRequiring physicians and hospitals to discount services

Dr. Oliver
M. Korshin

Please seo Page F-6, KORSHIN

Monday, April 20, 1992 F5
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(9) recommend ways to coordinate services among nonprofit health care providers, profit
making health care providers, the state division of public health, the United States Department of
Veterans Affairs, the United States Department of Defense, and the Alaska Native Health Service in
order to achieve a more efficient and effective health care delivery system;

(10) review ways to maximize the use of federal funds for health care programs in the
state;

(11) investigate ways to reduce costs associated with malpractice insurance coverage,
including its effect on the cost of health care in the state;

(12) consider the feasibility of redistributing funds currently spent by the state on health

care in order to provide residents with affordable and equitable care;

(13) provide advice and assistance to other public agencies involved in health care

programs; and

(14) pursue other sources of funding for the expenses of the task force; and be it
FURTHER RESOLVED that the task force shall consist of 14 members and two alternates as
follows:
(1) three members of the Senate appointed by the President of the Senate, one of whom
shall be designated as an alternate;

(2) three members of the House of Representatives appointed by the Speaker of the
House, one of whom shall be designated as an alternate;

(3) two persons representing the executive branch, appointed by the Governor;

(4) eight members chosen by the members appointed under paragraphs (1) - (3) as
follows: one individual representing the medically indigent, two individuals representing private
employers who are not health care providers, two individuals representing health care providers, one
individual representing nonprofit organizations, one consumer of health services who is not an employer
or health care provider, and one individual representing labor organizations; and be it

FURTHER RESOLVED that the members of the task force shall elect from among themselves
a chair and a vice-chair and that the conduct of the task force meetings shall be in sessions open to the
public where all interested parties may provide information; and be it

FURTHER RESOLVED that, within funds made available for the purpose, the task force may
hire staff arid contract for services to perform its duties; and be it

FURTHER RESOLVED that the task force shall report its findings and recommendations to

the Governor and the legislature by February 1, 1992, and February 1, 1993; and be it

HCkOOSa 3- HCR 5






The same

Controlling costs is the key

By SEN. JIM DUNCAN
laskn'r. health-care system is seriously

) The cure is comprehensive reform
with three necessary components: increased
access to services, cost containment and
guallty care, Health-care spending in |

laska has increased over 300 percent since
1979. About 90,000 Alaskans, or 10 percent
of our population, have no health-care

Sen. Jim coverage. Without reform, costs will soar
Duncan from the $15 billion we spend now to S10

) bll'ion by the year 2000 and our uninsured
will grow to 25 percent of the poPulanon.

Recommendations by the Health Care and Access Task
Force, that | co-chair, proyide an opportunity to enact
meaningful health-care reform.

The plan’s initial goals are to help people who can afford
to help themselves but who aren't presently b_em? served by
the insurance industry, make health-care available to
low-income pregnant women and children, and slow down
Increasing costs: ) ,

Th? ultimate goal is universal health care all Alaskans
can afford.

Please see Page F-6, DUNCAN

health-care

Alaska's health-care system is breaking down as
COSts soar and insurance premiums move ever h|gher.
More and more employers are cutting back on health-
care benetits
or dropping coverage altogether. As many as 90,000
Alaskans have no Insurance, and a heart attack, stroke
or other serious ilIness can wipe
out  lfetime of savings. M 0 PAYS

Anew Alaska consensus has
emerged for changing the system,
But the reform movement hias split
on how to fix the system.

In.one corner, \ie have a _ _
coalition of doctors, hospitals and nursing homes with
their proposed Copryrehenswe Health Insurance and
Payment Reform Act. It stresses now programs to
make Insurance more affordable.

Inthe other corner s Sen. Jim Duncan, a Juneau
Democrat whose pending bill emphasizes limiting
health costs through government regulation.

mess, buttwo opposing

solutions

Everyone gives up something

By DR. OLIVER M. KORSHIN
laskn's phx(smlans and hospitals
recently released a Plan for
¢omprehensive health reform. Its

premise is that the players in the

liealth-cure nrena — providers, hospitals,
patients, insurance companies, employers,

malpractice uttomeys — share .

responsibility for the health-care crisis and

must each give up something to achieve a

solution.

The plan proposes:

eHealth insurance for everyone who
wants it. _ , ,

<Expanding health-insyrance benefits so that patients
don't have to pay for routine physicals, prenatal care and
other services that keep people fiealthy.

-Re,turnm% health insurance to its qriginal purpose of
spreading ris sthroug_hou_t acommunity instead of
excluding people needing it most —the sick. ,

«Pe gmq Increases in"the cost of medical services, as,
well as'health-insurance premiums, to the average rise in
the inflation rate. , , ,

*Requiring physicians and hospitals to discount services

Dr. Oliver
M. Korshin

Please see Page F-6, KORSHIN
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Cost

containment is key

Continued Irom Page F1 »

The task force made a
number of recommendations
to provide the protection of
health insurance to more
Alaskans. These access rec-
ommendations include:

« A National Association
of Insurance Commissioners’
reform plan. The result
should be improvement in
the availability of insurance
coverage for Small employ-

rs.

« Establishment of a state
high-risk_pool. This involves
making insurance available
at a higher rate than normal
to pedple who previously
were rejected from obtaining
insurance coverage for medi-
cal reasons.

*A program to ensure
low-income pregnant women
and children have availabili-
ty to health care.

* Establishing a state au-
thority
Pomted the governor,
hat can pool together indi-

viduals or groups into pur-

chasing groups to procure or
provide “insurance at lower
prices.

In the area of cost con-
tainment, the task force em-

braced a bold and innova-
tive method. [t
recommended, a global

spending limit — ‘which

would set the allowable to-

tal health-care spending in
Alaska — to slow down the
annual increase in expendi-
tures.
_ The SI.5 billion expended
in Alaska on health care last
year |s |dentn‘|ed as the hase
¥ear for this spending limit.
limit 15 subject to ad-
justment to reflect the annu-
al rate of inflation and other
factors.

Provider groups — includ-
ta? dentists, doctors, hospi-

s and laboratories — each
would
?et budget. Representatives
rom each &roup negotiate
with the authorit

dards of service to provide

W|th members ap-

have a recognized tar-

to "estab-
lish re|mbursement sched-
ules and acceptable stan-

6 This method
will work to
contain costs. If
we can slow
down the
inflationary spiral
lto2 percenta

year, we willbe

successful in
reducing
health-care costs
while greatly

increasing
access. 9

quality care but guard
%alnst unnecessary care.

Is method will work to
contain costs. If we can slow
down the inflationary spiral
1to 2 percent a year, we will
be successful in reducing
health-care costs while
greatly increasing access.

Providers representatives
on the task force voted for
this approach. It is disap-
pointing now to examine a
new proposal from the pro
vider community _that onIy
addresses access. They Want
to use y ourJ)ermanent fund
dividend and large state aP
propriations, an mandate
employers to pay for health
insurance.

Their proposal won't
work because it ignores cost
containment. In "1974, Ha-
waji enacted a program for
univeisal access to insurance
without cost controls. Major
problems with their s?/stem
still exist: most notably un-
controlled costs.

[31Sen. Jim Duncan, D-Juneau,
Is co-chairman of a state task
force exp onn% ways {0 change
Alaska's health-care system
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Continued from Page F1

for those Insured through
the new program. _

« Reforming malpractice
laws to reduce costly medi-
cal services that docfors and
hospitals use to help bolster
their defense If sued. This
cost is estimated at $225
million in Alaska in 1990.

Yes, our plan requires ev-
ery Alaskan who receives a
ﬁermanent fund dividend to

ave health insurance or
c_overe’lv?e through a program
like Medicare,” Medicaid. or
the Native Health Service.
Those who don't now have
coverage would use their
dividend to buy basic health
insurance ﬁrowded by the
program. Those less well off
g\{é)suld pay less for their poli-

Yes, our plan requires em-
Bloyer_s pay 50 percent of a
asic insurance plan for em-
ployees. But this makes in-

Let players share
surance an affordable bene-
it

These features are contro-

versial, but you can't pro-
vide services to 90,000 unin-

sured Alaskans without
spending more money. With
no Income tax and an“annual
dividend, Alaska Is uniquely
Rosmoned to. solve Iit$
ealth-care crisis.

This crisis IS more com-

plex than most social and

economic problems. |ts solu-

tion must be comprehensive.
A quick fix that addresses
on_IY part of the equation
will make it worse.

sen, Jim Duncan's bill,
SB03, to solve the crisis. is
one-dimensional, mandating
?overnm_ent price controls
or physicians and hospitals
undera “global bu
?r_oach that's never been
ried. That's the whole plan.
The rest of the bill's plan is
merely va?ue options, In
contrast, all of our plan’s

dget" ap-

components are mandated.
Qur plan is not slick elec-
tion-year salesmanship.
Proposing é)rlce controls
on doctors ;an
ters to widesprea
ment about the high costs of
health care. But,"as a sole
reform measure, it will

drive physicians from Alas-

from rural

ka, particular]
the

areas. Hosrn als on
brink will close.

The senator says his bill
adopts the recommendations
of a state-funded task force.
Incorrect.

None of the task force
recommendations about in-
surance reform, improved
access to health care, and
malpractice reforms are
mandated in the hill.

“The senator claims other
bills before the legislature
complement his bill and
comprise a comprehensive
reform_package. Also incor-
rect. Taken “together they

hospitals ca-
resent-

responsibility

still don't approach comﬁre-
hensive reform because they
don't adequately address
health insurance reform, ac-
cess for, the uninsured or
malpractjce reform. Besides,
none of these bills are
linked, Any one could pass
in a gmcemeal fashion.

SB83 was totally revised
hortly after publication of
the Duncan task force's re-
port, whereas our plan has
evolved through a series of a
dozen drafts “over the last
year. If a radically altered,
‘all new" SB83 can be intro-
duced this late in the legisla-
tive sessjon, our plan” can,
too. We challenge the legisla-
ture to introduce the plan so
it can be openly debated.

Dr. Oliver M Korahln_ Is an
Ancho a?e 0 hthaémo‘o ist. He
worked 1In the federal govern-
ment admlnlsterln? arious
nealth. programs before enter-
Ing private” practice In 1985.
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OPINION

TWO VIEWS
Alaska’s health care system

needs fixing, but question Ishow



Global spending limitneeded

By JIM DUNCAN

The health care system in
Alaska is seriously ill. The cure
is comprehensive reform that
includes three necessary compo-
nents: increased access, cost
containment and quality care.

Health care expenditures in
Alaska have increased over 300
percent since 1979. Approxi-
mately 90,000 Alaskans have no
health care coverage. Small and
large businesses have seen insurance premiums in-
creasing by 20 percent to 30 percent a year.

Alaskans have filed for bankruptcy because they
became ill and could not pay their medical costs. No
one should become too comfortable because those of
us who enjoy the protection of health insurance to-
day may be without it tomorrow.

It was clear to the Alaska Health Resources and
Access Task Force, which | co-chaired, that we invite
a complete collapse of our health care deiiveiy sys-
tem without comprehensive reform. Task force rec-
ommendations call for an innovative and compre-
hensive approach that I am confident will work.

To increase access, the Task Force recommended
the following action:

» Passage of legislation recommended by the Na-
tional Association of Insurance Commissioners to
bring about insurance regulation reform. The result
should be improvement in the availability of private
coverage for small employers.

« Establishment ofa state high-risk pool.

* Immediately provide incentives to ensure low-
income pregnant women and children have access to
preventive care.

* Establishment ofan authority with an ability to
pool together individuals or groups into pools to pro-
cure or provide insurance.

In the area of cost containment, the task force
embraced a bold and innovative method. It recom-
mended a global spending limit to slow down the an-
nual inflationary increase in total health care expen-
ditures in Alaska.

The $1.5 billion expended in Alaska on
health care in 1991 is identified as the
base for the spending limit.

The limit will be adjusted to reflect an-
nual Consumer Price Index increases
and other factors that may increase or
decrease health care costs such as
changes in population and medical tech-
nology.

Subgroups of providers, including hos-

pitals, physicians, dentists and others are
recognized with their own budget targets.
Each group will appoint representatives
to negotiate with the authority to estab-
lish reimbursement systems and utiliza-
.tion standards to maintain total expendi-
tures under the global limit and to en-
sure quality care. This method will work
to contain costs.

If we can slow down the inflationary
spiraJ 1 percent to 2 percent a year, we
will have taken giant steps in reducing

health care costs while greatly increasing access.

There is not any one culprit we can blame for our
sick health care system. Medical providers, the in-
surance industry and consumers all share in the re-
sponsibility and all must share in the solution. This
is why the task force was composed of u cross section
of Alaskans. Membership included lav/makers, ad-
ministration officials, consumers, a representative of
the insurance industry and two medical providers.

| find it surprising that medical providers are now
flatly rejecting the task force recommendations on
cost containment after voting for the recommenda-
tions as members of the task force. Instead, the
providers have submitted a proposal that will do lit-
tle to slow down the approximate 20-percent annual
increase in health care costs.

The providers’ proposal wants to use your Perma-
nent Fund dividend. It also requires large state ap-
propriations and mandates employers to offer and
pay at least 50 percent of insurance premiums. Un-
der the providers’ proposal, everyone participates in
the solution except providers.

Simply providing access as the providers recom-
mend and ignoring the need to contain costs does
not work. Hawaii in 1974 enacted a program for uni-
versal access without cost controls. Hawaii officials
indicate that major problems with their system still
exists; most notably uncontrolled costs growing be-
tween 10 percent and 20 percent a year.

Combining access with cost controls, as recom-
mended by the task force, provides an opportunity to
bring about meaningful health care reform. The ini-
tial goal is to provide access to Alaskans who can
help themselves, access to low income pregnant
women and children, and to slow down increasing
COsts.

The ultimate goal is universal access and health
care all Alaskans can afford.

We should enact the prescribed medicine and put
our health care system on the road to recover. The
Task Force has provided a workable solution, so let’s
proceed with the business of health care reform.
Alaskans can't afford to wait any longer. We need to
implement comprehensive care reform now.

Jim Duncan representsJuneau in the state Senate.



Universal access for Alaskans

By OLIVER M. KORSHIN

The health care crisis in
Alaska, as elsewhere in the
United States, is multifaceted,
more complex than most social
and economic problems. Its so-
lution must be comprehensive,
including, at a minimum, im-
proved access and cost reduc-
tion.

It cannot be cured with a
quick fix that addresses only
part of the equation. Such a “solution” will likely
worsen the crisis.

Alaska’s physicians and hospitals have spent over
a year developing a plan for comprehensive health
care reform, called CHIPRA (Comprehensive Health
Insurance and Payment Reform Act of 1992).

One premise of CHIPRA is that the players in
the health care arena — providers, hospitals, pa-
tients, insurance companies, employers, malpractice
attorneys — need to acknowledge their share of re-
sponsibility for the health care crisis and give up
something to achieve a workable solution.

Many physicians would accept reduction in their
practice incomes in exchange for less government in-
trusion between them and their patients, timely
payment, less paperwork and reduced fears ofbeing
sued.

CHIPRA proposes the following:

* Universal access to basic health insurance for
all Alaskans.

* Preventive care free of deductibles and co-pay-
1 ments.

* Return health insurance to its original purpose
of spreading risks throughout a community instead
of excluding people from coverage precisely because
they need it!

* Peg fee increases for doctors and hospitals, as
well as increases in health insmance premiums, to
the Consumer Price Index

* Physir tans and hospitals must discount their
services for CHIPRA enrollees.

» Reform malpractice
statutes to reduce or elimi-
nate costly defensive
medicine.

* Administrative sim-
plification by requiring a
central claims clearing
house and a single claims
form.

Yes, CHIPRA does re-
quire Alaskans to have
healtil insurance or cover-
age through a program
such as the Veterans Ad-
ministration, Medicare or
the Native Health Service
in ordijr  receive a Per-
manent Fired dividenc;.
But CHIPRA mandates
sliding-scale premiums, so
that everyone pays a fair
share of die cost of cover-
age.

Korshin

Yes, CHIPRA does require employers pay 50 per-
cent of the coat of huaic insurance for employees.
That* the contribution employers must make to
solve the crisis. It permits insurance to become an
affordable benefit.

We're not attempting to conceal these controver-
sial features of CHIPRA Alter all, if we really care
about Alaska’s uninsured, we have to face the fact
diat bringing them into the system is going to cost
money.

And, with no state income tax and an annual div-
idend besides, Alaska is in a unique position to fix its
own health care crisis.

Sen. Duncan’ plan, SB83, offers a one-dirnen-
sional solution for this complex problem. SB83 man-
dates that state government manage the costs of all
doctors and hospitals — private, state, federal —un-
der a “global health budget.”

Global budgeting for all health services is an
untested approach that's never been tried in any
state.

But the only tool SB83 gives the state under this
global budget scheme is price controls on private sec-
tor doctors and hospitals. No insurance reform. No
malpractice reform. No improved access for the
uninsured.

Placing price controls on private doctors and com-
munity hospitals caters to widespread popular re-
sentment and frustration about the high cost of
health care, but, if enacted, SB83 will drive physi-
cians from Alaska and make recruitment difficult.
Community hospitals will be driven closer to the
brink or have to dose their doors.

Sen. Duncan says that SB83 incorporates the rec-
ommendations of his task force, but thats not accu-
rate.

The senator’s task force made some important
recommendations — about true insurance reform,
access for the uninsured, malpractice reform and ad-
ministrative simplification, but only price controls
got into the mandated language of SB83. The rest of
the task forces recommendations are missing or op-
tional.

Sen. Duncan daims other bills before the Legisla-
ture complement SB83, and together make a com-
prehensive reform “package.” Also inaccurate.

We support the concepts in several of them, but
all these bills taken together still dont constitute
comprehensive reform. In particular, there is no hill
that gives coverage to the uninsured or that broadly
reforms either health or malpractice insurance.

Besides, all these bills are independent, none are
linked legislatively. Passage ofone is not contingent
on passage ofall This is not a health system reform
package.

SB83 underwent a hasty, total revision within
two days after publication of the Duncan Task
Force’s report, whereas CHIPRA has painstakingly
evolved through a series ofabout a dozen drafts over
more than a year.

If the “all new” SB83 can be re-introduced in its
radically altered formthis late in the session, there’s
,-0 cumpelling reason CHIPRA cannot be introduced,
too.

We challenge Sen. Duncan to allow introduction
of CHIPRA so it can be debated before all Alaskans.

OfoerM. Kotshn, M.D., is m pmate practice in ophthalmology 'n
Anchorage.
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A continuing dilemma

0 N THE OPPOSITE page are two views on pro-
posed changes needed in Alaska’ health care sys-
tem. Both cases are well stated — though poles

apart.

Sen. Jim Duncan, D-Juneau, is one ofthe few mem-
bers ofthe Legislature with the grit to tackle this tangled
issue head-on. He writes about his bill, originally intro-
duced last year, and now revised, wliich is currently being
discussed in the Legislature.

Dr. Oliver Korshin, an Anchorage ophthalmologist,
writes about a health care reform proposal called the Com-
prehensive Health Insurance and Payment Reform Act of
1992 (CHIPRA). This monumental piece ofdraft legislation
resulted from a team ofAlaska physicians and providers
meeting for over a year.

Both sides agree there is a problem, but neither sr far
has presented a plan (hat is workable.

HERE ARE some ofthe many reasons why we feel
this way. Sen. Duncan’ bill creates a board that would reg-
ulate fees charged by physicians and hospitals. Tb practi-
tioners, that sounds a lot like government price controls,
which they understandably fear. In factit is price controls.
It also sets up a bureaucracy, and who needs another one of
those during these days ofbudget deficits?

The CHIPRA plan, however, also errs on the side of
mandates. Among other things, it orders all employers to
provide health insurance coverage (a “basic benefits poli-
cy”), and says employers must pay at least 50 percent ofthe
premium. This version of “pay or play” has been widely crit-
icized nationwide (as other states grapple with soaring
health care costs) as unworkable and yet another burden
on already over-burdened businesses.

The CHIPRA plan also mandates that everyone in the
state who gets a Permanent Fund dividend cany health in-
surance. Premiums would be paid for from individual’s divi-
dends ifthey had no other insurance. In a land offiercely
independent souls, who want to make their own decisions
on how to spend their dividend, this suggestion will be as
popular as, well, as doing away with the dividend altogeth-
er.

ONE OF the most appealing aspects of Sen. Duncans
approach is its bold (perhaps too bold) attempt to contain
costs. The CHIPRA proposal addresses the troubling area
ofmalpractice in an attempt to curtail “defensive” medicine,
with the implication being that doing so would also contain
costs now passed on to the patient. Both have positive and
negative aspects that need more evaluation.

Tire important thing is both agree that change is need-
ed. And both agree that the best system would enable
Alaskans to have access to basic health care in a way that
doesn't break the bank.

A start has been made, thanks to Sen. Duncan and
the folks who worked so hard on CHIPRA The task now is
to take the best ofboth and combine into a workable plan
thats fair to all.
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Fairbanks dental

COSltS

among highest In nation

BY SCOTT J. MCCREA
ALL- ALASKA WEEKLY

According tostatisticsrecently roleased
by the American Chamber of Commerce
Researcher's. Assqciation, the price of
dental care in Fairbanks is 63 percent
h|%her thnn the national average.

he latest ACCRA index, which sur-
veys the costofliving in 293 participating
cifles nationwide, lists the averaqe pricé
ofanoral examination and teeth cleaning
InFoirbanksat$104.28. The price makes
Fairbanks as being the second highestin
the nation, with Juneau and Kodiak tak-
ing top honors at the Pnce of $113. Ac-
cording to the survey, the average cost of
Dlel 1'55ame dental work nationwide s

“It's &the index) a price survey,” said
Leslye Korvola, manager ofthe borough's
Conimunity Research” Center. “It does

notreflect consumption or expenditures.’

Still, said Korvola, the controversy over
the cost of dental care in Fairbank’s has
been a “very sensitive” issue. o

“Alotofdentists feel thoy aro providing
a service that is mere than just dollars
and cents,” said Korvola.

Korvola said that even though the cost
ofdental core Is higher than the national
avera(ﬁe, whut people end up paying is
actually much less.

“The” expenditures aro much lower
because we don't pay out of our —own
pockot,” said Korvola: “Many people are
covered by health care insurance or re-
ceive government benefits.” _

ThoSurvey has created anuproarin the
past among” dentists  who felt that the

See page 20: DENTAL CARE

DENTAL CARE

From page 1

research was notaccurately done,
Fairbank’s dentists arqued that
therandom samplingotonly five
dentists was not” adequate
enou?h information with which
to defermine an average coston.
Korvola said that while the re-
search center surveys on the
average offive dentists eachtime
the indlex is compiled, it is a dif-
ferent five dentists each time.
This year, she said, the center
surveﬁd nine dentists.

Anot erﬁastcontroversysur-
rounding the survey was that
Fairbanks' dentistS were not
pricing the same services as
dentists in the Lower 48 were,
The survey used to ask for a cost
on a visual, examination and
simple cleaning. However, the
critics argued, what exactly en-
tails a visual examination might
differ from dentist to dentist.

Korvola said that as a result,
the survey now specifically asks
for a price quote on cited code
numbers for procedures used by
the American Dental Associatior.
The new survez/ began in 1987
and since then the cost of dental
workhas fluctuatedfrom $113.60
in 1986 to $93 in 1988 to the
latest figures of $104.28. But
despite the redugtion in costfrom
the first survey in 1986, the cur-
rent statistics™ still show Fair-
banks as being more thnn twice
ashigh as tho average cost.

Dr, Eric Buetow, a North Pole
dentist who is the president of
the Alaskan Northern Central
District Dental Soclety, saidthat
that one ofthe main reasons the
Prlce of dental care isso high is

hat'it'sanincredibly expensive
business torun.

“| have to make alot ofmoney
before | can put a dollar in my
ﬁocket, sald Buetow, who runs

is own business. The cost of
_suRplles for Fairbanks’ dentists
Is nigh because they often have
to order them out df the Lower

48,

T would guess you would see
more of a fluctudtion in prices
betweenhere and the Lower48,"
said Buetow, Tm sure they will
be high, but Fm dam sure in
some places on_ the East Coast
you'll find similar fees for the
same service. .

“It's a t_ou%h competition out
there,” said Buetow. He added
thatinmany metropolitanareas
in the Lower 48 there are a
larger number of dentists per
capita. _

It's tougher to get people in
the door out there (Lower 48),
he said. Many dentists often
turn to advertising _and often
turn tofree examinations tolure
prospective customers, Buetow

said.
“Fairbanks has been free and
clear ofthat problem,” he added.
No dentists have been forced to
leave due to a lack of business.”
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The differences be*ween health care InAlaska and Washington between 7/87 and 6/90.
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New insurance plan puts
lid on physician charges



New insurance plan puts
lid on physician charges

By PATRICSA SOLOVEICHIK

TIMES BUSINESS WRITER 3 - ) - 9/

Alaska health care providers took mother
step toward controlling skyrocketing medical
costs this year with the creation of a Blue
Cross participating provider agreement that
limits physician fees, said Eric Rohlman,
vice president for group marketing at Blue
Cross.

The program gives patients the option of
choosing among 94 participating doctors.
These physicians are not allowed to charge
fees higher than what Blue Cross is willing to
pay for medical services.

Patients who choose a Blue Cross physi-
cian in the program, which is called “Partici-
pating Provider Network,” would avoid “bal-
ance billing,” Rohlman said. Balance billing
occurs when a doctor charges a fee higher
than the insurance company has agreed to
pay and the patient has to pay the difference,
above and beyond the percentage of fees pa-
tients already pay.

The program also requires participating
physicians to handle the insurance compa-
ny's paperwork in billing their services.

Although the new physicians network is
not expected to reduce costs dramatically,
Rohlman said over time it will slow down
inflation in medical costs and make Alaska
consumers more accountable.

Blue Cross currently provides 81,547 enrol-
lees, or 23 percent of Alaska residents, with
health care coverage.

Anchorage Blue Cross customers say the
program will help in controlling the rise in
group health-care premiums.

"It’s a convenience to our employees,”
said Kathy Steckman, personnel manager for
National Bank of Alaska. "This will help be-
cause physicians will charge only reasonable
and customary costs. That should help hold
down costs.”

NBA’s Blue Cross health insurance is self-
funded, which means employee premiums
are placed in a trust fund, along with NBA
contributions and claims are paid from that
fund.

Warren DeVorak, personnel administrator
with the Anchorage School District, said he
has known about Blue Cross’ efforts for some
time and has supported it as a way to held
down costs.

"Weve had insurance premium increases
of 12to 15percent a year. This program wont
exactly stem that, but it will hold it down sig-
nificantly in the future,” he said. “And it’s a
win-win situation for employees.”

Chris Ulmann, a market analyst for the
state Division of Insurance in Anchorage who
oversees the Blue Cross arrangements, said
“it took quite some time to sign up the par-
ticipating doctors in the program.”

"Signing up 94 physicians is a true success.
Doctors are more independent here than they
are in other states,” Ulmann said.

He said some physicians had charged that

See Health, page C5

Health

Continued from page Cl

Blue Cross coerced physicians
into signing on with the program
by threatening to write out
checks to patients instead of
sending payment directly to the
non-participating doctor.

Under a new Alaska law, non-
participating physicians risk hav-
ing claim payments made di-
rectly to their patients. Physi-
cians participating in the new
program, however, would be
paid directly, Rohlman said.

He said the program offered
advantages to doctors, such as
improved cash ilow and reduced
credit risks.

Dr. Charles Aarons, a family
practice physician in Anchorage,
said his clinic signed up for die

Diagram because the clinic’s
fees were actually lower than the
Blue Cross fee schedule.

“But I'm still vehemently op-
posed to it. They gradually
tighten the screws after they
suck you in,” Aarons said. “I will
be interested to see what hap-
pens when we try to drop out.”

He ssld fee freezes or minimal
inflationary compensation is the
rule with such programs in the
Lower 48, and he expects similar
conditions in Alaska.

“Price controls ina free econ-
omy don’t work because they
eventually lead to rationing,"
Aarons said.

Rohlman said Blue Cro.'S has
not asked physicians to scale
down fees and predicts that few
will have to do so to participate.

"The vast majority (of physi-
cians fees) are reasonable, but a
lew set reimbursements by
codes that are extremely unrea-
sonable: Our goal is not to come

charges,” but to identify those
doctors who will not gouge pa-
tients, he said.

“We shouldn’t have to pay the
high end, and certainly not three
times the average,” he said.

However, he said insurers are
willing to recognize Alaska's
unique situation has given rise to
costs 40 percent higher than
those in Washington state.

A small, isolated population,
boom and bust economy, higher
labor and supply costs and a
fragmented health-care system
contribute to the extraordinary
medical inflation in Alaska, ac-
cording to Blue Cross.

A limited office visit is 40 per-
cent more costly in Alaska than
in Washington. A hysterectomy
is 32 percent higher, while a
mammography costs about the
same, Rohlman said.

"We cannot look to the hospi-
tals and doctors as the solutions.
As consumers, we have to be
nnrr nfir "



) Mealth-care woes

5-/1-
Sen. Dunam offers :i timely cure

Anyone who thinks Alaska's health-care system is
healthy hasn't been ﬁaymg attention  For those
fortunate enough to have “health care, costs aro
spiratini! out of control. And those escalating costs aro
puttm% health care beyond the reach of more and
more Alaskans

Perhaps as many as 90.000 state residents have no
health ‘insurance or government medical aid,
according to a recent legislative study Because the
uninsured must pay out of their own pockets, they
skimp on routine care that helps prevent costly
illnesses. When they do fall sick, treatment for major
conditions can easily push them into poverty or
bankruptcy.

For more than a decade, the Alaska Legislature has
been haPpy to confine its concern about health care to
mere talk."Despite a decade of oil-hoom affluence, the
stale did almost nothing to control costs to patients or
help those without insurance.

At long last, though, there's fresh hope the
legislature may do something meaningful Proposals
pushed by Juneau Sen. Jim Duncan may not be
pterftect, but they give the legislature a good place to
start.
~.Sen. Duncan's package involves two major
initiatives. First, it aims to slow the endless cost
escalation for health insurance and medical care,
Second, it offers tens of tnousands of uninsured
Alaskans hope of obtaining health insurance.

On the cost control front, Sen. Duncan's idea has
been attacked as a recipe for counterproductive
government meddling. In reality, though, it's an
exercise in common-sense economics.

State government is one of the largest bu*ers of
medical care in Alaska. When you buy in bulk, you
have the power to negotiate "a better price. Sen.
Duncan would take advantage of that buying power
to try to hold down both the cost of care and the cost
of health insurance. The idea is similar to the
cost-control initiative recently begun by one of the
state's largest insurers, Blue Cross.

Sen. Duncan would go a step further and have the
state more”clloselg watch investments in costly
medical facilities. Overbuilding hospital capacity car.
drive up overhead costs for all patients. So can
instances where numerous facilities each obtain their
own expensive but rarely used equipment, instead of
agreeing to share.

To expand health-insurance coverage. Sen. Duncan
would also capitalize on the state's buying power.
Employers would be invited to join with the state in a
single "health-insurance pool. The larger pool would
offer a Wa¥ to help cut both the cost of insurance and
the cost of medical care.

In the longer term. Sen. Duncan would have the
state look at creating a ﬁool for those who don't have
oraren't wealthy enough to buy their own insurance.

Sen. Duncan's cost-control proposals have given
the state's medical establishment apoplexy. Their
. resistance makes it unlikely that anything resembling

h|s.‘)ackage. will pass ‘this year. Instead, the
m “gislatu.e will probably report to that .ried and true
] time-buying technique, the task force.
Taken seriously, the task force can be a useful way
to build consensus. But if the legislature substitutes a
task force for legislation, the burden will be on those
who reject Sen, Duncan’s approach to offer an
alternali've'that better serves the same worthy goals m
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HEALTH
INSURANCE:
TIME FOR
ACTION

i,t’s time to stop talking and do something about the
crisis in health insurance and costs of medical care.
Alaska health delivery costs have soared 20 percent
annually over the last five years, the second highestrate
of any state. The costs of health insurance has become
so burdensome that many businesses are having to
skinny down on employee coverage.

Many Alaskans are simply slipping out of the safety
net, and today are uninsured. This compounds the
problem, because their emergencies, if uncollectable by
hospitals and doctors, wind up being paid by all ofus in
higher rates, which further aggravates insurance pre-
miums.

State Sen. Jim Duncan has an ambitious approach, a
state medical authority thatwill negotiate pre-approved
rates with health providers and, pooling all public
employees with private employers who wish to join,
negotiate bulk insurance packages. Alternatively, there
is Sen. Jay Kerttula’s more modest proposal to offer a
kind ofsafety-net coverage for Alaskans too high-risk to
get insurance.

The medical establishment is lobbying hard against
Duncans bill in Juneau. We don’t know whether his
approach is best, but its urgent that we do something,
notjust appoint another task force to study the problem.
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HEALTH-CARE
COSTS TOQ
HIGH, ALL AGREE

liy Margaret Panman
Alaska Journal of Commerce

Elveryone agrees that Alaska's
major health problem is cost, hut the
cure — that’s another matter.

The only thing various factions
agree on is something has to be done
about the cost, which has left thou-
sands of residents unable to afford
health insurance.

“The unchecked increases in health
care costs is of grave concern to all
Alaskans," said Mano Frey, president
of the Alaska State AFL-CIO, in a
letter to Sen. Jim Duncan, D-Juneau.
"It has priced insurance right out of
the market for many small businesses,
resulting in a drastic increase in the
percentage of uninsured/
underinsured citizens."

Duncan is the author ofa proposal
for a state health authority that would
set rates for medical services and seek

group coverage for some 135,000 state
and local public employees.
Legislators hope to slow rising
medical costs which they say now run
at'20percentannually, while making
health insurance more affordable for
public institutions and eventually
businessesand Alaskans now without
adequate medical coverage.
According to Frey, Duncan’s Senate
Bill 83 “is the most comprehensive,
reasonable, and effective legislation
we have ever seen introduced in this
area. It would provide a long term
policy rather than a short term fix.”
Frey said the national AFL-CIO is
interested in the legislation as well.
They really are positive about this
legislation. Itcould very well develop,
ifit works, into something other states
and the United States ingeneral could
adopt,” he said.
Frey said he would think individual
physicians would be supportive ofthe

plan too, because potentially itcould
expand the numbers of people that
should get some primary car instead
ufjust catastrophic. "People wait until
they are seriously ill before they seek
help and that’s not right,” lie said.

Kay Schalow, executive director of
the Alaska Stale Medical Association,
also voices concern over the current
cost of health cure. “Our biggest
complaint is nobody seems to care
about the uninsured,” he said.

“You have to deal with all these
issues at the same time. We need to
sit down at the table and address the
total issue.

"1 don’t question, where Duncan’s
heart is. We've looked at his task

Stratton

Continued from Page 6

allow for denying projects in areas
where other resources are far more
valuable than gold.

And third, where mines are per-
mitted to go ahead, there must be
stronger environmental protections.
Reclamation must be a condition of
the initial permit and bonds must be
secured to ensure that reclamation is

Ifyou'reoptimistic about

theeconom ybuyaKenworth.

Ifyou're pessimistic,buy two.

force report,” Schalow said. But
Schalowsuidphysicinnsnnd hospitals
are already working together, through
a cost containment council, to ad-
dress the issue of costs.

Schalow said he also is concerned
that Duncan’s proposal would syld
another layer to the administrative
costs that already eat up 20 percent of
the cost of health care today.

But the state medical society dies
wantgood health careforall residents,
he said. There are enough dollars
that flow into Alaska to take care of
every man, woman and child in the
state.”

Schalow also points toa report from

Continued on Page 20

a reality. Recent water quality laws
have cleaned up a lot of dirty water
discharge, but these laws need much
stronger enforcement. Without the
threat of traffic cops, we’d all become
speeders. Without strong enforcement
ofenvironmental laws, miners dolittle
or nothing to protectthe environment.

The conference taught me a lotabout
the mining industry.! hope the mining
industry participants learned a thing
or two about us. As more citizens
learn the ecological impacts of min-
ing and understand the archaic con-
trols which guide mine development,
the more pressure there will be to
change the status quo. Miners cannot
continue to live in the 19th century as
we prepare for the 21st. They can kick
and scream and quote their interpre-
tation of the Constitution all the way
to defeat, which will happen, or they
can acceptthat the world has changed
since 1872. They may even learn to
like cornbread and beans.

Jim Stratton isa leader in the Alaska
environmental movement.
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Eastern United States hardwood in
lumber, log and recently chip form,
has stepped into this change to become
a major supplier to Pacific rim users
during the 1980s.

These developments present new
opportunities for the interior forest of
Alaska which has a large percentage
of hardwood in the timber mix. In the
past, that hardwood had been a sig-
nificant liability, hindering develop-
ment of the forest products industry
in the mixed stands of the Alaska
boreal forest (of Southcentral and
Interior Alaska,) and significantly in
the Mat-Su area. That birch, and to a

Loggers
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lesser degree cottonwood, that was a
drag on the potential for harvesting
the white spruce in the Susitna forest
ten years ago now has a market op-
portunity in the Pacific rim and the
west coast of the U.S.

The major national markets for Mat-
Su forestproductsare Japan and other
growth countries on the Pacific rim.
The west coast furniture and flooring
markets of the U.S. could also use
interior Alaska hardwood lumber
products. The most significant com-
petitors for this potential industry
are British Columbia, Washington,
Oregon, and Siberian Russia. Mat-Su
cannot compete in volume for them,
but they do have products in meeting
market niche requirements if Alaska

Buying

GUIDE

processors play smart in the new
market-driven forest products indus-
try. Twenty seven people in three
groups of high level buyers of Alaska
forest products viewed the Interior
forestsin 1985and 1986 and indicated
that commercial value appeared to be
present.

Due to market developments the
past few years, Alaska birch should
be able to realize a long-term future
market niche if it is developed in
reasonable volume and as a depend-
able supply for the users.

In the next decade, many of the
Pacific rim countries besides Japan
will become not only major importers
of Alaska forest products, but also
substantial users of value-added for-
est products that Alaska is, or is ca-
pable of, producing.

Opportunities for development ofa
resource does not mean income to
resource owners. It isthe offering and
the prudent development of the re-
source in a timely manner than turns
opportunity into jobs and income.

Frank Seymour is timber market-
ing specialist for the Division ofBusi-
ness Development, Alaska Department
of Commerce and Economic Develop-
ment.

Health

Continuedfrom Page 10

the Alaska State Hospital & Nursing
Home Association which concludes
the task force out of which Duncan’s
legislation emerged had an extremely
limited view of health care. The rev
port was issued Feb. 25.

"There was no representation from
the business community, health pro-
viders or consumers on the task force,"
the report said.

“All its members, but one union
representative, were state employees
or legislators."”

The association also challenges cost
figures cited by the task force. ‘There
is no analysis of its statement that
Alaska health care costs have been
increasing at 20 percent for the last
fiveyears," the association said. “Even
ifcorrect, 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 numberofpeopleeligible for Med-
icaid because of new federal guide-
lines.

There is no analysis of the report’s
conclusion that there are 90,000
uninsured and underinsured, or that

Continued on Page 21
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Continuedfrom Page 10

that number will increase to 25 per-
cent of Alaska’s population by the
year 2000," the association said.
"While we recognize there is an in-
crease 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."”

The association favors 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,” the association said. “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 re-
sponsibility of every citizen to help
control health costs.”

Individual citizen responsibility is
a point also raised by the insurance
industry.

“It is the responsibility of the con-
sumer to get involved, to ask how
much a procedure will cost and why,"
said Mick Brogan, a veteran insurance
broker.

"Until the consumer gets involved,
that equalization of costs is only half
complete. Ahigher priority right now
is tbe uninsured and uninsurables.
We are giving them risks they have
no business handling all by them-
selves."”

Brogan feels the state would be

better off taking care of the
under-insured and uninsurables be-
fore coming up with a "grand master
plan to rewrite basic insurance. They
are talking about results. If you are
going to control costs you have togo to
the consumer and the provider,”
Brogan said. “Those are the only two
that can really control the cost. The
point is, with respect to co-insurance,
that you can’t engage the consumers
in participation unlessyou have them
paying part of the bill.

“Unless consumer are participating
in the costs, you really don’t have
much hope that costs will be held
down. There is no reason for utiliza-
tion to be reduced," he said.

Votcontentto waituntil legislators
decide what they want to do, Blue
Cross of Washington and Alaska has
been promoting a participating pro-
vider agreement that puts a ceiling
on physician fees.

So far, the program has signed up
95 physicians in Alaska, said Eric
Rohlman, vice president of group
marketing for Blue Cross.

Blue Cross of Washington and
Alaska has over 35,000 subscribers in
Alaska, through individual andgroup
policies, with more than double that
number ofresidents actually covered
through the policies.

That group represents about 22
percent of all physicians with $1
million or more in malpractice in-
surance, Rohlman said.

Aparticipating physician isone who
agrees to accept the Blue Cross pay-
ment as the payment in full. “In re-
turn, Blue Cross directly pays the
physician and improves the
physician’s cash flow," Rohlman said.
“Under this plan, the subscriber does
not have to pay anything up front."
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“This should be a win-win situa-
tion,” Rohlman said. “If someone
doesn’t want to go to a participating
doctor, they don’t have to, but there is
a benefit ofnot having to pay up front
and you will not be balance billed,” he
said.

"We have collected bills for over 40
years in Alaska, so we think we ought
to know what average charges are,"
Rohlman said. Blue Cross is finding
well over 75 percent ofcharges are at
or below the ceiling set by Blue Cross,
he added.

One physician who chose not to
participate said he wrote to Blue Cross
several months ago to ask if the ceil-
ing on charges would be kept in pace
with the physician’s rising expenses.

He said he is still waiting for a
reply.

Blue Cross is optimistic that more
physicians will sign up as partici-
pants. “Recruiting will continue,” he
said. “We are in for the long term.”

“Blue Cross benefits because they
can tell perspective customers they
can offer lower rates,” Brogan said.
“The physician benefits because

theoretically Imwould be a preferred
provider for Blue Cross participants.
Participants would theoretically pay
less in the short run, hut that cost m
advantage can only be passed on to
the consumer until the providers fig-
ure out basically in their billing*
practices how Lo hill around it.”

While physicians are signing up for
the participating physician plan, they|
aren’t necessarily content with it.

"Our clinic has signed up for it,"
said Dr. Charles Aarons.

“Our clinic actually will geL more
for this plan than we have been
charging previously. I”ll be making
more money from Blue Cross for a
while, so my opinions are not tainted
by financial self-interest at the mo-
ment.

“But Blue Cross because of its po-
sition in the market can act as a
monoposony. The typical behavior of
Blue Cross is they get doctors signed
up, then start tightening down.

They wont actually cut, but in a
short period of time they get the cost
increases down where they want,"
Aarons said.

NORTHLAND WOOD
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MISSES MARK

Unhealthy health plan

LEGISLATIVE task force on hefllth care costs
last we«l< estimated that 90,000 Alaskans are In

. need of affordable, adeﬂua,te he?l h Insyrance.

There is no reason to dispute the finding of the task force,

which is tho pet prO{ect of Sen. Jim Duncan of Juneau,

But there |% reason to question the senator's recommen-

) ow.to solve the Rroblem.

His solution ir to ensure, that all government employees

receive good health henefits at lowcost by placing addi-

tional limits on the fees that health care providers can

charge %overnment employees. _

Unfor unatel?/ It'sa proposal that will exacorbate, not
relieve, the health cost crisis.

According to Mr, Duncan, the state should create a new
state agency, a health resources authority, that would
control rates for medical services charged by doctors,
hosp%als, harmacists and other care providers who wish
to do business with the state,

With an estimated 155,000 Alaskans covered under
state, local or school district union contracts for guaran-
teed health care, Sen. Duncan Intends to leveragg their
business to get doctors and hospitals to participate In the
state price control scheme. He intends to later extend the
system to cover private sector employees as well

THE THOUGHT of yet anotherq_overnmen_t hureauc-
racy spending millions'of more public dollars is frighten-
ing enou%h, but the proposal Is much more serious than
Just creating more government.
. The aBProa_ch |ﬁnores the complexity of the health care
cost problem itself. o _
For dactors there's maleracnce insurance apJ)roachmg
rates of $100,000 per year. For hospitals there's uncom-
Pensate care — those thousands of Alaskans who com?
n forcare and can't pay for it. _ _
Then there's federal overnmenté)rograms like Medi-
care, Veterans Administration and Champus that reim-
burse providers accordmg toa set formula, which nets
health providers barely 6
of care. |

dations on

THE PROVIﬁ)EhR Isexgected 0 hust eat the unrelm-,
bursed costa, which means to stay | busmessrmsmg
rates for private payers. Sen. Dufcan's proposal will only
%%gﬁge additional losses for the health care Industryla

While there is nothing wrong with wanting to provide
00d health beneﬂtgfqr o_vernmﬁnt emPIo ges, the
egislature should be looking at the total syystem todo-

velop a health plan that addresses all citizéns' needs.
That Ia]n should consider Issues like uncompensated
care, availability and access to new technolo?y, soclety's
expectations forcare, and major health probféms like
A[DS. Aevubhc debate should cover questions ||k§
whether we want to ration medical care—as Is don* In
Enar(]j?g% gnd other countries that have a form of socialized

The Legislature should work closely with providers and
consumers to improve and paY for health care In Alaska.
The goal shmﬂd e to provide the greatest good for tho
greatestnumber.

Mr. Duncan's aim misses that mark.

centson the dolfarforthe ooat 'im

DEEDLE DUMB TIl. jc.

Half-time LegislaSire

T HE NEWS report from Juneau last week said the
Legislature hasscheduled tlogr ceualons to take
place onIY évery other day. One day off. one day on, dee-
die drf]ede umpllngm son John. _
Per aﬁs awmakers want to rest up for the final two
days of the 3estion when nil the work takes Blace.

ore likely, they're on a part-time schedule because
there just isn't very much qomglon, and It would be a little
boring tojust sit afound inthe House or Senate clumber
looking at each other. So they take off half the time,

It didn't used to be that way. During the first 10year? of
statehood, the people’s representatives could gather in
Juneau, do all they had to do, and get back home In two or
three months' time. Legislative sessions lasted between
OOandOOd%ndurln the 190, .

Then came tho Prudhoe Bay lease sale, and $900 million
to light up the eyes of lawmakers who couldn’t count the
man%ways tospend it. Sessions began dragging on In
length beginning In 1970, By 1984 they were Tasting almost
a halt-yedr. That's when the public said “no moré. _

A constitutionalamendment thatyear limited the legis-
lature to three-month sessions.

But the 121-day limitation Isn't sufficient, as the current
half-time Juneau schedule shows. It should be trimmed
hack even further. Gov, Hickel's grop_os_ed W ay session
limit would be a good start. A6A-Gay limit, with excep-
tions for emergencies, would make hetter sense. _
_ Rather than part-time schedules, legislators should pui
ina full week's work, get the Job done,"and come back
home to Uve with the people who elect them to be their
reprl?sentanve. That's the way the system is designed to
work.



THREE PERSPECTIVES

OPINION

FiInding ways to limit healtl

One solution
from Legislature
to control costs

Atree falls in the foiest. There is no
one there to hear it fall. Is there a
sound? | draw this analogy to The An-
chorage Times editorial of Feb. 26 re-
garding legislation lintroduced to help
control the inflationary spiral of health
care costs in Alaska.

Prior to the publication of the edi-
torial, I had an in-depth discussion with
The Anchorage Times editorial board
to explain this legislative proposal.
After reading the editorial, | had to
wonder if | was making a sound when |
spoke, or if there was no one around to
hear. The editorial missed the mark
and the facts entirely.

No one can deny the existence of a
problem with rapidly increasing health
care cost. However, a notable defi-
ciency in The Anchorage Times edi-
torial was the absence of an alternative
solution. The attitude seems to be that
there are no solutions. It is the same at-
titude I've encountered from some
health care providers in the state.

The Anchorage Times editorial
leaves you with the impression that my
proposal is directed solely at public
employees. It isn’t! It invites and en-
courages participation from the pri-
vate sector on a voluntary basis. It can
serve as a viable vehicle that will offer
all Alaskans affordable quality health
care.

The rising cost of health care in our
state is one of the most critical prob-
lems facing all Alaskans. Total health
expenditures in Alaska during 1990 are
estimated at SL5billion, up 300 percent
from the CfV) million expended in 197.
It is estimated 9CQX0 Alaskans are ei-
ther urlinsuredpr undei injured. If the
current inflationary trend continues
unchecked, it is estimated health caic
expenditures will increase to at least
S10 billion with over 25 percent of the

Sen. Jim Duncan

state’s population uninsured by the
year 2000.

The problem is not restricted to
Alaska. The federal government and
virtually all states are grappling with
ways to control health care costs. The
National Governors Association, AFL-
CIO, American Association of Retired
Persons and other national groups
have identified it as a principal issue of
concern. Seventeen states, including
Alaska, have established approaches to
containing costs and report encourag-
ing results. The Alaska Health Care
Cost Containment Task Force, which |
chaired, investigated this serious prob-
lem for two years and determined it is
time for our state to act.

Our private employers want a solu-
tion. The Task Force met with a num-
ber of Alaska’s largest private employ-
ers and found many are paying higher
premiums for less benefits than the
state. Other private employers have
found it difficult, if not impossible, to
continue coverage thus adding to the
ranks of uninsured and underinsured
Alaskans.

Increases in health care are also at-
tributed to uncompensated costs in-
curred by providers. The Anchorage
Times asserts the legislation would
simply increase uncompensated care
losses. On the contrary, losses can be
reduce&by cutting down on uncompen-
sated claims by providing all Alaskans

witn the protection of health insurance.
Spnafp hi" R3rro-tac o Hnolth Pa

sources Authority. It is charged with
establishing a system that results in
cost efficient payments to providers.

This system includes schedules of
maximum allowable reimbursement
for services based on actual provider
costs, geographic regions and avail-
ability of care. It is also directed to
create a statewide utilization stand-
ards system to monitor, track and
verify patterns of treatment by provid-
ers to assure cost effective care is de-
livered without reducing the quality of
medical care. The reimbursement
schedules and utilization standards will
be used by all public employers and be
available for use by all private employ-
ers.

After July 1, 1992, the authority may
procure or provide a comprehensive
group plan to all private and public em-
ployers who elect to participate. This
will expand the pool of subscribers,
maximize the opportunities for cost
management, and should realize sig-
nificant savings.

While editorials need not be objec-
tive and impartial, they should be
based on fact. I’m assuming The Times
provides health insurance coverage for
its employees. It should investigate the
increase in premiums it pays, the re-
duction in benefits offered in its policy,
or costs it has shifted to employees
over the years. It should conduct ex-
haustive conversations with private
and public employers. This may prove
to be an ear opener.

I encourage all Alaskans, especially
The Anchorage Times, to listen for fall-
ing trees. | hear the trees falling as 11
more Alaskans become uninsured on a
daily basis as our private employers
struggle to keep up with ever increas-
ing health care costs. This legislation
recognizes the problem and puts forth
a solution. In this regard, it does not
miss the mark. It is absolutely right on
target!

Jim Duncan represents Juneau in ino Alaska
state Senate. Opinions expressed in tnis column
do not necessarily reflect the editorial policy of
ThoAncnoraoe Times. -
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create burden for hospitals

Fixing health costs
for state employees
won'tsolve problem

Next time you see a young motorcyclist driv-
ing down the road at 80 miles an hour without a
helmet, you should know that if he ends up in the
hospital with thousands of dollars worth of in-
juries, you’re probably going to be the one pay-
ing the bill.

The problem of the thousands of uninsured
and underinsured Alaskans is not a simple one,
and won’t be solved easily.

There are a lot of reasons many Alaskans
don’t have adequate health insurance. They in-
clude our lifestyle, especially substance abuse,
hazardous jobs and recreation activities; the in-
creasing cost of health insurance; employment
that doesn't offer insurance at all; and the lack
of blanket supplemental coverage for those with
partial insurance.

Sen. Jim Duncan, D-Juneau, is making an ad-
mirable attempt to address this compelling
problem with legislation he has introduced to es-
tablish a health authority.

But his approach has some problems.

The two major components of Duncan’s hill
are the creation of a rate schedule for health
providers that public employers would use, and
a provision for creation of insurance pools for
groups of private employers.

Duncan’s legislation grew out of recommen-
dations by the Health Care Cost Containment
Task Force. The task force was originally
formed to consider ways to cut down on the
amount the state was paying to insure its own
employees. Last year, its duties were extended
to look into health care cost containment for all
Alaskans.

We believe this is no way to go about looking
at what is probably the largest health care prob-
lem facing Alaska—affordable care forall. m

All but one of the task force members were
state employees or legislators —there was one
union representative. There were no representa-
tives of health providers, consumers or the busi-
ness community.

In addition, the information the task force
relied upon in making its recommendations,
specifically the rate of increase in health care
costs and the number of Alaskans needing more
insurance, is open to question.

While it’s one thing to contain the cost of
health care by controlling a population insured
by a single company —state employees —it is
quite another to contain the cost of health care
for all Alaskans.

Harlan Knudson

In reducing the cost of health insurance for
state employees, the state as purchaser of the
insurance and employer of its beneficiaries
could dictate or negotiate some cost-cutting
measures.

That approach quite obviously will not work
on the entire population; a population with
health coverage from dozens of different
sources or no coverage at all.

The Alaska State Hospital & Nursing Home
Association would rather the patients — unin-
sured and underinsured Alaskans — be diag-
nosed before treatment by a health authority or
any other means.

That diagnosis should be based on adequate
information from the state’s health providers
and consumers, as well as on thoughtful discus-
sion about what the state can and should provide
all its citizens when it comes to basic health
care.

We believe another bill Duncan has intro-
duced, Senate .Concurrent Resolution No. 10
(HCR No. 5 has been introduced in the House by
Rep. Johnny Ellis, D-Anchorage) will go a long
way toward that diagnosis.

This bill would establish a task force —one
that would include providers, consumers and
legislators. This task force would be directed to
look at the issue of cost containment, the num-
ber of uninsured and underinsured Alaskans and
health service coordination, among other tasks.
It would make recommendations to the legisla-
ture in 1992and 1993

Those reports, when added to the information
already gathered, should tell us the right treat-
ment to cure the ill of too many Alaskans who
can’t afford adequate health care.

Harlan Knudson is president olthe Alaska State Hospital
and Nursing Home Association. Opinions in this column do

not necessarily reﬁlgfﬁorial policy ot The Anchorage
Times * 2 -/
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Physicians have bills too

Why does medical care cost so
dam much?

That’s a question we ask our
physicians, our hospitals, our
friends, and our politicians.
Everyone will tell you it's a com-
plicated question, and it Is. But
let me give you two tragic exam-
ples that illustrate some of the
causes that contribute to rising
costs and their effect on our
urban and rural communities.

The Anchorage Neighborhood
Health Center is the only health
facility in Alaska that provides
care to those who can least af-
ford it. Its mission statement de-
clares, "ANHC is to be respon-
sive to the needs of the communi-
ty, especially those who most
likely lack access to services be-
cause of financial barriers, lan-
guage barriers, lifestyle barri-
ers, health status barriers, or
cultural barriers.”

In 1984 ANHC used to do that!
In 1990, however, they could only
treat 25 percent of the over 48,000
low income persons in Anchor-
age.

Beginning in 1984, the quantity
of service delivered to the An-
chorage community began to
rapidly decrease. In fact, by 1988
ANHC delivered $275,000 less in
services than it did in 1984. In-
credible as it sounds, this loss of
health care had absolutely noth-
ing to do with state and federal
budget cutting.

It’s called malpractice insur-
ance! Even though the ANHC
physicians were salaried and had
never been sued, the cost of their
malpractice insurance increased
from $16,350 in 1984 to $287,775 in
1988, and rose even higher in
1989, while their primary income
(government funding) remained
constant.

In other words, $275,000 that
could have been spent on hiring
additional physicians, purchas-
ing better equipment, or main-
taining dental care services had
to be used to pay malpractice in-
surance premiums.

That simply means that mem-
bers of the community who can
least afford medical care now re-
ceive $275,000 less than they re-
ceived in 1984

This ANHC story is tragic, but
it’s not the only tragic story that
adds to our high cost of health
care. Let's take rural Alaska.

Dr. Stanley Jones is a family

y]

Raymond Schalow

care for the citizens of Haines,
Alaska, for more than 26 years.
But in 1989 he packed his bag and
quit!

Haines is a rural community
with no hospital and only one
medical office. In addition to
Haines, Dr. Jones provided care
for Skagway at a personal cost of
$100 or more for each round trip
ticket.

For all of those 26 years, these
two communities had a physician
on call 24 hours a day, 365days a
year. Because there was no hos-
pital, Dr. Jones had to have an in-
ventory of drugs, supplies and
equipment  that  exceeded
$130,000.

Nurses and administrative
staff were also on call 24 hours a
day, and their wages had to be
guaranteed. Due to the freeze of
Medicare and Medicaid payment
schedules, Dr. Jones’ fees were
reimbursed at a substantially
lower rate than the cost of his
service. Although Dr. Jones had
never been sued, his malpractice
insurance jumped from $1,000 in
1984 to $69,500 in 1987.

Finally, he was forced to
cease the delivery of babies be-

cause he could no longer cover
the cost of his insurance. Expect-
ing mothers had to travel to Ju-
neau two or three weeks prior to
their expected delivery date.
Soon thereafter, Dr. Jones re-
tired from active practice entire-
Iv-

Y In a 1989 Senate hearing, Dr.
Jones in emotional testimony
stated that he could no longer
eam a reasonable living in the
community he called home. To il-
lustrate his plight, he submitted
his 1983 tax return that detailed a
personal income loss of $10,000.

The high cost of health care is
a complicated issue, and some of
the best minds in the country are
struggling with the problem. We
must provide health care for
every one of our citizens, and as
the cost of charitable care con-
tinues to grow, it is shifted to
those who can afford to pay.
However, if a large segment of
our society cannot, or will not
contribute its fair share, then
costs will continue to soar.

Some members of society
want to ratchet down on health
care providers as though they
are the problem. But this only
adds to the confusion, and ...
yes, to the cost. This is a serious
social problem that can only be
solved when physicians, hospi-
tals, government, large and
small businesses, and the public
itself finally decide to sit down
together, as equal partners and
discuss the issues.

Band-Aids are only tempo-
rary. What we need is recon-
structive surgery.

Raymond Schalow is executive direc-
tor ol the Alaska State Medical Associa-
tion. Opinions expressed in this column
do not necessarily reflect the editorial
policy ol The Anchorage Times. 3 w/
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Labor unions back national health care reforms

The AFL-CIO Execulive Coun-

cil Inis unammousI?/ ‘ido)lcd a
resolution to pusll for universal
access to health carc, gi(r{nificant
cost coutaiunient, (pialily care
and progressive financing, ac-
cording to a report in Interna-
tional Teamsters Retiree News.

The group called on all affili-
ated unions to mobilize their 14.2
million members in a grass-roots
campaign and an all-out lobby-
ing effort to win national reforms
lor the health care industry, said
the Teamster newsletter.

There lias been "a major under-
lying climactic change in our
society in terms of the percep-
tions of this issue and ils sense of
mgeuc?é,." AH.-CIO Fresnjent
Lane Kirkland said, lie tiled
employers facing ‘Vsliaordiuary
iiiicoiilrollcd costs and Hie ex-
Iramtlinarv ~ sliilis - will)  Ht:

American Medical Association
now reco%nlzlng access to health
carc as a basic human right."

The urgenc?/ of the health prob-
lem lead the labor group to “sup-
port measures that can be en-
acted,” the newsletter said.
Among llio.se measures arc bills
introduced by Sen. Edward M.
Kennedy (D-Massachusetts) and
Rep. lenry Waxman (D-Califor-
nlag to extend insurance cover-
age to 37 million Americans
lacking insurance.

Other legislation labor will
support, according to the news-
letter, would:

* Guaraiilee all Americans (lie
riglt! lo health care b?f establish-
ing a national social insurance
pingiam lo include workers, Hie
unemployed and others not in (lie
work force. The program would

The group called
on all affiliated
unions to mobilize
their 14.2 million
members in a
grass-roots
campaign to win
national reforms
for the health care
industry.

incorporate Medicare and Medi-
caid.

« Continue labor’s goal of a
social insurance national health
care program “while recognizin_g
that reform may come about in
slag.es,” _ .

« Create anational cost contain-

ment program that includes a cap
on heal spendm?, a capital
budget lo managle lie currently
uncontrolled duplication of tech-
nology, and a better allocation of
resources. A federal authority
that negotiates uniform reim-
bursement rates with hosgltals
and doctors would.be used by all
Payers. : .

* Create a national commission
of consumers, labor, manage-
ment, government and providers
to run Hie program.

* Guarantee a core pr kage of
benefits, which could be supﬁ)le-
mented voluntarily or by collec-
tive bargaining.
= (Contain progressive financ-
ing Ilial u<|iiiics all cmploycis lo
contribute.
~e QO\cili.ini Ilie existing Mue-
linc by standardizing claim
forms, improving care delivery

and assuring that "no individual
will be denied coverage regaid-
less of age, income, job status, or
health history," .

* Reduce “job-based retiree
health costs by lowering Medi-
care, eIi(]]i.biIity to age 60, thus
pulling Tlie program n line with
the average retirement age.

e Improve finality through
"practice guidelines” for physi-
clans, create a syslcin for tech-
nology assessment, and build a
national dala base on cost and

i|uaIiIEy. N
mEncourage physicians o
avoid iinueiessaiy lesls and pio-
cedurcs, while developing a bel-
ter system In handle malpractice
disputes. .
Devise a slulepy loptovide all
Americans .mess lo longleim
L.tie and to make home i.iie
available on tin* tluonicallv ill

e\
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For the Health of a Nation
by Henry Simmons, M.D., from the Report of thtfNiflb:

The National Leadership Commission on Health Care
identified four major problems in our health care system
and proposed a major restructuring of the nation’s health
carc system to resolve them. The commission's proposal
provides universal access to a basic level of health ser-
vices; it controls escalating costs through use of economic
leverage in the purchase of care, financing and systems
reforms, economic incentives including cost sharing, and
practice guidelines to encourage appropriate care and
eliminate unnecessary care. The commission believes
that reducing unnecessary procedures will help contain
costs and improve the quality of health care. Its malprac-
tice reform recommendations will also help contain costs
and improve quality.

The commission agreed on avision of a better health care
system in the twenty-first century, one that promotes
preventive care and healthy lifestyles, and established an
innovative, efficient health care system. The system
would encourage personal responsibility for choosing
good health and appropriate treatment, support a strong
doctor-patient relationship, and establish and utilize a
public-private partnership to control costs, assure univer-
sal access, and improve the quality of care.

Problems with the Current Health Care System

America’s health care system is in crisis. Costs are out of
control, millions of Americans face difficulty gaining ac-
cess to needed care, there is a malpractice crisis, and
there are serious problems in the quality and ap-
propriateness of much of the medical care being
rendered. These problems are interrelated, systemic, and
growing worse. It seems clear that they cannot be solved
without a long-term, comprehensive strategy. Awareness
of these problems has led to a strong shift in public
attitudes to broad dissatisfaction with our health care
system.

The rate of health care cost escalation is of major con-
cern to both government and the private sector. Unless
we act soon to change America’s health care system, by
the year 2000 the United States could be spending a
.quarter of the GNP—S2.5 trillion—on health care. That
number is more than double the federal government’s
entire budget for 1990. It is also Sl trillion more than
recent estimates for U.S. spending on hcaltn carc at the
turn of the century. National health carc spending of $2.5
trillion translates to almost S10,000 per year for every
man, woman, and child in this country.

Government isconcerned because it is increasingly clear
that the federal deficit and rising health care costs are

inextricably intertwined. Business and labor arc con-
cerned because rising health carc costs arc now con-
sidered a major threat to industrys economic viability
and its ability to compete and to provide jobs. The
American people are concerned because more and more
of the costs are borne directly by individuals, and there is
no end in sight.

A systemic problem of this magnitude cannot be solved
with a piecemeal strategy. Nor can it be solved by any one
segment of society, including government, alone. We all
share some of the blame for this complex societal prob-
lem, and therefore we share the responsibility for resolv-
ing the problem. Costs must be contained, quality and
access must be assured, the malpractice problem must be
resolved, and, to the extent possible, the American sys-
tem of freedom of choice, “pluralism,” and competition
must be preserved. But this will not be possible without
comprehensive, long-term structural reform. Such
reforms will require creation of a new public-private
partnership and a coordinated effort of business, labor,
government, providers, insurers, and consumers. Other-
wise, costs and problems will only be shifted, and our
situation will grow more severe, to the detriment of all.

The growing seriousness of the problems and public con-
cerns have combined to create a new opportunity and
need for effecting major change in our health car,.- sys-
tem. There is now a clear and compelling case for com-
prehensive reform.

Summary of the Commission’s Proposal

The National Leadership Commission on Health Care’s
final report, For the Health o fa Nation: A Shared Respon-
sibility, proposes a major restructuring of the nation’s
health care system. The central feature of the
commission’s proposal is the notion that none of the
problems besetting the nation's health care system—Iack
of access for millions, poor quality, inefficiency, soaring
costs, and a malpractice insurance crisis—can be solved
ir. isolation. The problems arc interconnected: the solu-
tion must also be. The plan is based on seven fundamen-
tal principles and has four interrelated parts—a universal
access proposal, a national quality improvement initia-
tive, a cost containment strategy, and a malpractice
reform package.



Fundamental Principles of the Commission’s
Proposal

The commission’s proposal is based on seven fundamen-
tal principles.

1 Principle of Universal Access. There should be no
financial barrier separating Americans in need of
health carc from access to care.

2. Principle of Fair Compensation. Every provider of
health services in America should be adequately
compensated for services rendered to patients.

3. Principle of Clinical and Economic Freedom. To the
maximum extent possible, without unduly com-
promising other important principles, health policy
ought to restore clinical freedom in rendering health
services and economic freedom in financing these
services, within the context of adequate countervail-
ing market power from those who ultimately pay for
health care in America.

4. Principle of Shared Responsibility. Financial respon-
sibility for health care for those too poor to afford it
should be shared by government, individuals, and
employers.

5. Principle ofIndividual Responsibility. To help achieve
the goal of universal access to health care, the in-
dividual has a duty to have adequate insurance
coverage for himselfor herselfand dependents.

6. Principle ofBasic Benefits Guarantee. The design ofa
basic package of health service benefits to which all
Americans should have reliable access is ultimately a
federal responsibility.

7. Principle ofa Strong Doctor-Patient Relationship. Any
health care system should foster the goal of protect-
ing the integrity of the doctor-patient relationship.

In light of the federal deficit, the commission proposes
building upon the American tradition of providing
private health insurance through the workplace. The
proposal is designed to encourage continued extensive
reliance on that approach, without mandating that
employers provide such coverage. The commission also
noted that universal access could be funded out of
general revenues.

The Commission’s Proposal

The Universal Access (UNAC) Plan. UNAC would pro-
vide universal access to basic health carc for all

Americans without insurance. Medicaid recipients would
become part of this program. There would be an incen-
tive for more employers to offer health insurance to
employees, since both would pay a fee to UNAC if
employees were not offered insurance. Financing for this
public program would be paid for through a health in-
surance premium of 0.6 percent of income up to the
social security maximum, paid by everyone with incomes
over 150 percent of the federal poverty level and their
employers, with special provisions for new and small busi-
nesses and part-time workers. The funds would be col-
lected nationally; the UNAC program would be
administered in a decentralized fashion by the states.

A National Quality improvement Initiative. This provision
would improve the quality, appropriateness, and efficien-
cy of care by establishing a national program of increased
technology assessment and outcomes research that
would result in national practice guidelines for all the
major procedures. Since seventy major procedures ac-
count for about halfof our total national health expendi-
tures, this is an important way to eliminate unnecessary
care. Up to $500 million a year from the UNAC funds
would support this ongoing program, designed to assess
technology, develop guidelines and standards, and com-
pare new procedures, as they become available, with
those already in use.

A Cost Containment Strategy. The elimination of much
unnecessary care could potentially cut back up to 20
percent to 30 percent of all procedures performed today.
UNAC will have economic leverage, because it will
negotiate payment rates for 60 million to 70 million
people. Under UNAC, cost shifting of charity care will
end and there will be greater inter-employer equity.
UNAC will also encourage intervention. The new ability
through research and guidelines to make more informed
purchasing decisions, combined with cost sharing, will
increase individual responsibility. The commission called
for increased use of organized systems of care, such as
PPOs, by private employers and for physician payment
reform with expenditure targets.

A Malpractice Reform Package. This six-part proposal,
based on successful programs in some states, calls for
strict criteria for expert witnesses; strengthened stand-
ards of negligence; punitive damages limited to a grave
dereliction of professional responsibility with damages
going to the state; limited contingency fees; a fast track
through the court system for malpractice cases; and in-
creased use of arbitration. If the states do not move
expeditiously to make these changes, there should be
consideration of federal preemption of state malpractice
laws.
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0o Alaskans
lack means to pay
huge medical bills

By HAL BERNTON
D.jil/ flows reporter

_Emmett Walton's lung collapsed on a
nightmarish flight from“Anchorage to
Ketchikan. Oné minute, the 56-yéar-old
Anchorage security guard was relaxmgf with
his wife,”Margare*, in the seat of an Alaska
Airlines jet, the next he was ?aspmg for
precious oxygen through a_collapsing lung
rap|d9/ filling with fluid. The date was June
16, 1909, a day that for the Waltons marked
a turning point in stru_rqgles against both a
severe p %smal disabifity and a crippling
financial burden. _

Walton was rushed to Ketchikan
Memorial, then Providence Hospital in
Anchorage for a difficult recovery period in
which he slipped in and out of
consciousness. Walton, a career Army
veteran, fell back on a miljtary_benéfits
Frogram_to pick up more than'70 percent of
he medical bills from more than two dozen
creditors. _

But Walton didn't have any
supplementary insurance. And his life
savings of $2,000 wasn't enough to pay his
share of the bills and still keép currert on
an old_batch of medical bills resulting from
his wife's stay in a Las Vegas hospital,

At an age when many couples are busyin
Plannlng_t eir retirements, the Waltons Sol
heir trdiler, moved in with Margaret's
mother in Mountain View and filed for
protection from creditors. The hankruptcy
etition filed earlier this year lists assets of

629 and debts — almost all of them
medical — of $22,944.

_"We get phone call after phone call from
Ilie hospitals." said Margaret Walton,
"Naturally, they want their moneg. | can't
tj)llqme them for'that. But we just don't have

rbo Waltons arc nnr* of an Inorensintl
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Tho Waltons are pnrt of an Increasing
number of Alaskans who run the risk of
financial ruin if they get seriously slclc or
Injured. They are among the unfortunates in
an Alaska health-core system that is out of
emit rol.

For more than a decade, the costs of slate
medical care have leaped ahead at rates
frequently exceeding 20 percent a year
Today, AJfls"n healt -cgre carries an annual

rice {hg g& MdtAfjpn $1-5 billion, accordin
Po one{s RﬁVt P J

Insurers hav~befm raising their rates to
match the medical costs. That has made it
harder and harder for employers to offer —
or self-employed people to purchase —good
medical coverage, Toda?/, an estimated
00,000 Alaskans —nearly double the number
of a decade ago —lack adequate medical
insurance or don’t have any insurance at all,
according to a state legislative task force
study.

“There’s a huge gaping hole" in the
medical safely net, said Heidi Thomas, a
counselor for homeless women at the Clare
House in Anchorage. For the women who
seek refuge at the Clare House,g’ust getting
in the front door of a doctor's office can be a
challenge. "The homeless have medical
needs but often no insurance to cover them,”
Thomas said.

Doctors and hospital officials say they try
not to turn away those who can’t pay. As
proof, they point to bad debt that continues
to mount even as the economy improves,

Providence Hospital, for example,
recorded $4 million in bad debt in 1987, near
the height of a severe recession. In 1990, a
red-hot year for the state economy, bad debt
increased to $9.1 million.

The more bad debt increases, the more the
hospital raises prices to help compensate for
the costs of the unpaid care, said Dave
Hennigan, a Providence Hospital financial
officer.

Doctors often do the some, and many
have been able to keep earning more money
each year.

Anchorage doctors’ incomes have risen at
roughly the same 6 percent annual rate
noted in a national survey by the American
Medical Association, according to Ra
Schalow, executive director of the Alaska

Paulsounens / *sMorayo (Jjif

A collapsed lung and no supplementéry insurance put Emmett and Margaret Walton in Bankruptcy Court.

FRAN DURNER | AncAorafle Da<y Nows

Rising Cost of Hospital Care
bally cos) per patient; oxclixles docior*" bills

—{ﬂﬂ,mpcrdByj’\"’\

Sonja Javier, who had no insurance from
her seasonal job, sought and eventually
found help to fix a painful infection of her
teeth. "l. cant believe I live in a state that
has so much money it pays you to live here
but none for my teeth,” said Javier. Others
without insurance depend on a patchwork of
state aid and charity.



Tin* notional survey reported tluit the
overage U.S. physician's net income before
taxes rose from $101,100 in 1903 to $144,700
In 19H), the Inst year In which statistics
were available.

Schalow said Anchorage doctors are
willing to tighten their bells to help keep
costs under control.

“I can tell you we are willing to come to
the table and take our hits like anybody
else," said Schalow.

But there is no consensus about how to
address the twin problems of rising humbers
of uninsured patients and skyrocketing
costs.'

Doctors and hospitals want to attack the
mounting bad debt by creating some sort.of
universal health insurance —possibly
through a state-subsidized insurance pool —
that would bo available to all Alaskans.
They are forming a private task force to
develop draft legislation.

Meanwhile, insurer and and employers

«J/ v*,

are pressing proposals to help limit costs. One bill
introduced by Sen. Jim Duncan, DJunenu, would
attempt to damp down on medical costs with n
rate-setting hoard roughly akin to the public
utilities commission.

That bill —in Its present form —is certain to he
fought by the health care industry officials.
« "It's fair to say they're not real pleased with
this," Duncan said. q

Alaska's health-care problems nrc part of a
national crisis that has trighgered a soul-searching
debate —in Congress, the health-care industry and
acadetnia —about the costs of medicine and who
should bear it.

In Alaska, those costs have soared higher and
often faster thnn those of almost any other state. V
Spend a day in an Anchorage private hospital,

and your hill will average more than $1,500,
according to Medicaid statistics. That's more than
double the daily cost of 1983.

That's also over 25 percent higher than the

natiqnal average, according to American Hospital
Y,

Association statistics. Se
Visit an Anchorage doctor for a checkup, and !,
you'll pay an average of $40.17 compared to the i
national average of $31.76, according to Run/.hclmcr/
International, a Wisconsin-based consulting firm.- /
Drop b?/ nn Anchorage dentist for teeth cleaning'

and you’ll pay an average of $04.50, about 31
percent more Ihtm the national average, according
to the Runzheimer survey. ,

Last year, more than 0 million of the
health-care spending came straight out of tho state
budget. That spending included $203 million for
Medicaid and other entitlement programs and $7n
million for child health, mental health and other
services.

On a per capita basis, state health care spending
topped $2,800 in 1190 and if left unchecked would
exceed $18,000 per capita by the year 2000, according
to Jeff Malek, a San Francisco-based health
consultant who has been studying Alaska health
costs for a stale task force.

I Please see Page P4, BILLS
vf Xy o>
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What forces push up the cost of Alaska
health care?

Hospitals and doctors point to the state's
higher-than-uvenige wage costs in ari
extremely labor-intensive health-care
industry. Much of the labor is highly skilled
and often in short supply.

"l could go down to Kentucky and get a
dental assistant for $5 an hour,” said Ken
Wynne, an Anchorage dentist. In Alaska,
such help is hard to find and "makes
an_)(/jwhere from $9 to $15 an hour," Wynne
said.

Doctors also cite malpractice insurance
costs that for some specialties have more
than tripled since 1906.

An Alaska obstetrician, for example, may
pay $70,000 for a year's malpractice )
insurance, nearly 90 percent higher than in
California, according to Ron Neupauer,
underwriting manager for the Medical
Insurance Exchange of California, which
writes policies in Alaska.

"1t not that there are so many claims in
Alaska,” Neupauer said. "But my goodness,
when there is one it’s in the
multimillion-dollar range, and there’s not
that many obstetricians to spread the risk
around," he said.

The state task force, in a draft report,
cited other reasons for rising costs of Alaska
health care.

Alaska doctors, for example, lack the
competition from health maintenance
organizations and other discount health-care
systems common in the Lower 48. Such
systems may offer a 25 percent savings from
traditional fee-for-service care, according to
a Rand Corp., study in Seattle.

The state task force also pointed to the
overexpansion by hospitals in the 1980s.
That has pushed up operating expenses and
might force administrators to charge more
for services, Malek said.

Humana Hospital-Alaska, for example,
opened a $23.5 million wing in 1986. The
new tower increased Humana’s capacity
from 199 beds to 238, according to the
American Hospital Association.

But Humana has had a hard time
bringing in patients to help pay off the
expansion. In 1989, the hospital association
reported Humana had a 37 percent
occupancy. That's substantially below the 70
percent national average.

Despite the low occupancy rate, Humana
reported a 1989 profit of $4.5 million on
revenues of $61 million.

Lyn Whitley, a Humana spokeswoman,
said the expansion is a long-range project
and the beds will be needed. In the
meantime, the hospital has cut crsts by
staffing less than 160 of the hospital’s beds.

O
The upward spiral of health care has left
both insurers and employers scrambling to
find ways to keep costs under control.
One major push has been aimed at people
who are insured.
The state, for example, has offered one of

Insurers, doctors ha

bits fair to say (health
care officials) are notreal
pleased with this. 9

— S«n. Jim Duncan
on hla attempt to start a rate-sotting board

Alaska's most comprehensive
health-insurance packages. But the cost
jumped from $218 a month in 1984 to $425 a
month in fiscal year 1989.

Then, in May 1989, the state signed an
agreement with the employees' union calling
for precertification of surgery, auditing of
medical bills, modest reductions in certain
coverage limits and other cost-cutting steps.
The new policy booklet developed from that
agreement also advised —much to the
dismay of Alaska hospital officials —for
subscribers to shop around and check rates
of Lower 48 hospitals.

Since the new plan went into effect, the
cost of insuring state workers has declined
to $385 a month.

But policy restrictions aren't always
painless to employees. Some businesses
make their workers pay much larger shares
of monthly premiums and much higher
deductibles. And sometimes the policies
don’t cover the really big bills the employee
desperately needs paid.

Rolinda Standridge, for example, has a



Ive different 1deas on costs

Veterans Administration job that comes
with a family health-insurance package that
promises to pay 85 percent of all bills, once
a deductible is met. But it won't cover
pre-existing medical conditions. And that
means the Insurance won't pay a penny to
help treat the heart ailment of Ron
Standridge, her husband of one year.

Ron is a self-employed jeweler who hasn't
been able to afford his own insurance. He
has had several serious heart operations and
may need more surgery.

But the couple can't pay off Ron's old
medical bills, much less take on any new
ones, according to Rolinda. Earlier this year,
the couple filed for bankruptcy, listing
debts to hospitals and doctors of more than
$20,000.

“1’m not sure what will happen,” Rolinda
said. "We’ll be going to our first meeting of
creditors soon.”

Other workers, struggling to survive on
part-time or seasonal employment, find they
can't work enough hours to qualify for
insurance benefits.

Sonja Javier is a 41-year-old Anchorage
woman who has worked in the
housekeeping division of the Anchorage
Holiday Inn. She had stead%/ hours during
the summer tourist season but said she was
asked to come into work only a few times in
the lean fall and winter months.

Javier said she didn’t have enough time
on thedjob to qualify for health insurance
offered through her local union.

She wanted that coverage to help finance
treatment of rotting teeth that were
infecting her body. ,

"The infection has really been spreading.
At one point last June | had blue streaks
traveling all the way up my neck,” said
Javier.

Javier has less than hall or her original 32
teeth, ana tne survivors perch unsteadily on
the soft flesh of the sickly gums.
> “Right now, it embarrasses me to even to
go out and look for another job. When | keep
my mouth closed, I’'m OK. But when | open
my mouth, forget it. When | talk, | start
ioaming at the mouth.”

f The pain had been building for more than
a year.

Javier first sought help from the
Anchorage Neighborhood Health Center, the
only center set UF to aid low-income people.
She said she couldn’t secure an appointment
from the dental clinic, which later shut
down due lack of funds.

Then she sought help from several
dentists but says she was refused treatment
because she had no money to pay for the
costly job of pu"ing her teeth, treating the
gums and fitting dentures.

"I wasn’t asking for something ,
unreasonable. | said, 'Give me a payment
plan.”" Javier said. "If that's crazy, I'm
sorry. But | can't believe | live in a state
that has so much money it pays you to live
here but none for my teeth.”

The infection kept getting worse, and
Javier resorted to begging antibiotics from
friends to help keep the pain in check. Two
weeks ago, after a trip to the Providence____

Emergency Room and several telephone
calls to the Southcentral Dental Society,
Javier finally found Wynne, the Anchorage
dentist.

"She had three badly abscessed teeth that
were really terrible,"” Wynne said. "She was
in real pain."

Wynne pulled the three infected teeth on
Feb. 7 and has agreed to see Javier for
follow-ulo treatment and worry about the
billings later. He said most Anchorage
dentists attempt to do at least some charity
work, and many participate in a rotating
weekly on-call roster. Those signed on to the
roster agree to treat emergencies, no matter
what the patient's ability to pay.

But for the first six months of this year,
no dentists have signed up for the on-call
roster. So Wynne found himself
unexpectedly drafted to treat Javier. "It's a
highly unusual situation. We’ll have to do
something about the roster at the next
dental society meeting,” Wynne said.

O

Employees aren’t the only ones feeling the
bite of cost-control efforts.

Insurers and others who pay medical bills
also are targeting hospitals, doctors and
others who provide medical services.

The strongest thrust so far has come from
the federal government, which has
developed programs to help finance the care
of the elderly, disabled and poor. In recent
years, the government, sometimes working
with the state, has set tough new limits on
reimbursements. Due largely to these
restrictions, Providence Hospital has seen
its unreimbursed costs for contract care
skyrocket from 58.1 million in 1987 to $30
million in 1990.

Providence, in turn, increases its rates to
help compensate for the loss of federal
payments, Hennigan said.

Thus the hospital —despite the rising
tide of bad debt and payment shortfalls —
was able to earn a net income of $8.2 million
from revenues of $119.3 million, according to
a hospital financial statement.

But Alaska insurers don’t want to get
stuck with subsidizing the government care.
They are attempting to curb their medical
costs with contract agreements in which
hospitals and doctors agree to limit fees to
amounts approved by the companies.

The most aggressive, has been launched
by Blue Cross of Washington and Alaska,
which this month announced a new
"participating provider" network of 94 state
doctors.

The doctors won’t charge more than what
Blue Cross considers “customary and
reasonable." The program is designed in
part to eliminate any surprises subscribers
gefwhen their medical costs are higher than
the norm.

Doctors have long fought such
price-control efforts, and so far, only 22
percent of the state's eligible doctors have
opted to join the new network. "Once they

et a hold, they’ll ratchet down, or try to
reeze rates,” said Doug G. Smith, an

Please see Page F6. BILLS
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orthopedic surgeon who re-
fused to join the network.
"These programs have hap-
pened all the time in the
Lower 48 but we're a little
more independent up here
and resistant to being herd-
ed around.”

Doctors, as well as hospi-
tals, also are preparing to
fight Duncan’s bill to set up
a much more wide-rrnging
price-control system.

Duncan's bill would es-
tablish a nine-member board
composed of public, labor
and private sector represen-
tatives including at least one
person from the health-care
industry. The board would
set maximum rates that doc-
tors, hospitals- and pharma-
cists could charge for their
services. Those charges
would vary from region to
region and could increase
onlﬁ when approved by the
authority.

Doctors might not like
those rates, but the proposed
legislation would forbid
them from tr in% to collect
more money illing sub-
scribers for a balance due.

The rate schedule would
initially cover the 135,000
Alaskans insured by state

municipal and school district
insurance plans. But Duncan
hopes many state businesses
would choose to join the
program to heip keep down
employee health-insurance
Costs.

The legislation includes
several other provisions, in-
cluding one measure that
would create insurance pools
that small employers could
join to try and get better
rates.

"With this bill, Alaska
would come out of the dark
ages and to the forefront of
national cost-control ef-
forts," said Malek, the Cali-
fornia consultant who
helped draft the legislation.

But doctors and hospital
officials think the legisla-
tion unfairly singles their
operations out as the cause
of the state’s health-care cri-
sis.

"We cannot support any
legislation that has, hs its
primary method of health-
care cost controls, regulating
reimbursements to physi-
cians and hospitals,” said
Harlan Knudson, executive
director of the Alaska State
Hospital & Nursing Home
Association.

"It’s crazy, unless we ad-

dress the whole damn
(health care) problem,” said
Schalow, of the state medi-
cal association.

Health-care industry offi-
cials, in a recent policy pa-
per, declare the need for a
comprehensive state health
plan.. Some technologies,
they say, may have to be
rationed because there’s just
not enough money to pay for
their routine use.

They also seek universal
health insurance so more of
their patients could pay for
treatment.

Such a plan may be devel-
oped by a state health-care
task force, then submitted to
the lejislature. But Schalow
said the doctors don't have
enough representation on
the tasK force, and will de-
velop their own plan.

Insurers, doctors have different ideas on cutting costs

Doctors and hospitals alsc
are seekin? further reform:
of state liability laws ftc
help curb the cost of mal
practice insurance.

"Liability insurance pre-
miums for malpractice hav«
reached levels that physi
cians can no longer afford
nor can their patients afforc
through increased fees,” the
policy paper stated.

Duncan said he knows his
legislation may face a tough
fight from the health-care
industry. But he hopes for
allies among major state em-
ployers hurt by the rising
cost of health-care insurance.

"Our goal is not to reduce
the quality of health care, or
put people out of business.
We {'ust want to make this
whole system work," Dun-
can said:
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Uninsured Alaskans, health costs
on INncrease, says state task force

Saying that health carc costs arc out
of control at the same time the number
of people who can't afford health care is
%rowmg by leaps and bounds, Sen. Jim

Juncan (D-Juncau) has introduced a
bill that would dramatically change the
Wa% care is paid for. ,

uncan, wno chaired the state’s
Health Care Cost Containment Task
Force, presented the report to the
Ie_ﬂlsl,ature in Februa_w, along]wnh his
bill aimed at reforming health carc.

The task force w-s Created last year.
Its original job had been to find ways to
cut back on the cost of health carc
Insurance paid by the slate for its
employees. Members include legislators
Duncan, who chaired the task force;

"Without substantial reform
or an organization that can
focus on the problem and
bring these pieces together,
we will never affect a solu—
.

Rep. Mike Navarre (D-Soldotna), vice
chairman; Sen. Drue Pearce (R-
Anchorage); and representatives of
state departments and labor organiza-

tions.
_ The task force’s report_bases most of
Its recommendations on its findings that
health carc expenditures are the fastest
growmg component of the whole
udget, S385.5 million in fiscal year
, and that the number of uninsured
and under-insured Alaskans is 165
percent of the population, or 90,000,
Much of the task force’s tlndln?s are
based on some XX) surveys it sent out to
groups in Alaska, including public em-
ployers, health carc providers and
private sector employers. _
It also examined hiealth care F_Ians in
other stales and held three public hear-

ings.
qn addition, the report describes the
result;, of its earlier task —to control
the cost of health insurance paid by the
slate ftp is employees.
Jeffrey Malek-, the consultant who

[e]]

Photo by Mark Kelley

At left, Sen. Jim Duncan (D-Juneau) testifies on health legislation he is introducing
before the House Labor and Commerce Committee. Rep. Mark Boyer (D-Fairbanks),
who introduced similar legislation in the House, is at right

worked on the report, and Duncan de-
scribed the task force's findings and
Duncan’s consequent legislation to leg-
islative committees in February, '

Malek said the number of uninsured,
new medical technology, malpractice
costs and cost shlftlnq arc behind much
of the increase in hedlth care costs. The
factor most responsible for the rise in
costs is the increasing number of people
who can't afford health care, forcing
hospitals and praviders to shift the Cost
of paying for their care to others, he

said.
“Without substantial reform or an or-
ganization that can focus on the
roblem and bring these gleces to-
ﬁﬁther, we Will never affect a solution,
alek told the Senate Labor and
Resources Committee.

Under the legislation introduced by
Duncan, Senaté Bill No. S3 (It’s been
introduced in the House by Rep. Mark
Boyer%, would create an Alaska Stale
Healt ResourcesAuthorl(tjy. _

The authorl(tjy, composed of nine vol-
unteers, would include representatives

of the executive branch, labor orPanlza-
tions, school districts, municipalifies,
private sector employers and health
care \Browders.
_ It would perform a number of tasks,
including reviewing all certificate of
need requests, but’its most controver-
sial task Wguld be lo iet rale reimburse-
ment schedules for Alaska health care
providers, said Duncan.

Those schedules would be followed
by public emRoners and any private
employers who thoogse lo d so, said
Duncan. The authority would also allow
the creation of insurafce pools by.
private employers. This proposalis
especially ainied at employers, such as
fishermen, who may have difficulty
obtaining commercial insurance on
theirown. .

| believe ifwe’re %omg t0 address.
health care costs in the stale and do it
comprehensively, this is the vehicle,"
said Duncan,

Duncan told the Senate Labor and

_ Conliruytd on next page
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Resources Commillee that II reim-
bursement sc edule would lake mlo
account ihe actua costs fell by provrd-
ers, saying the point of the legislation is
lo “control Ilie inflationary rise” of
heallh carc, not cul the current cost.

Response from committee members
|o.ihe legislation was mixed. Sen.
Richard Eliason (D-Silka), questioned
the amount of maney the task force says
IS being spent on heallh carc, The task
force says Alaskans spend $2,850 a
minute_on health carc, and that figure is
Increasing by $o-4a minute.

Sen. Virginia Collins gR Anchorage)
expressed concern abou subsrdrzrng

hea t'r car]e as orhghast e number ?f

people who can't oly their own health
Care increases.

“As long as wc contrnue to subsidize
health care we're %mrnag| lo contrnue to
Increase the cost of hedlth carc, and not
necessarily increase the quality of
health care," she said.

This Pr I bg Duncan is not éhe on%
Freceo legi Iatron assoclated with the
ask force’s report.

Also introduced_in both House and
Senate js a resolution that would
estaolisn a Health Resources and
Access Task Force.

This task force would perform some
of [(e same dutres lgrerformed by the
task force chaired by Duncan -"namely,
it would examine the cost of heallh carc
and access to health carc.

Its responsibilities, however, would
extend to much more information

athering than was undertaken by the
Fealth arc Cost Containment Task

Orce.

It would seek data on these issues
from the medically indigent, health care
consumer groups, the Insurance

( Alaska Hospitals and Nursing Homes is
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industry, heallh care providers, labor
organizations, emergency service
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branch and elght representatives ol the
q ﬁ fldd1 éﬁr?vateew loyers,

workers, busrnesses the ‘Medical Care g ﬁs nonBro
Avrsorg Committee, the Alaska Native ? anrzatron heallh 'conslimers and
| leallh ervrce and the public. [or nl ations.

|fs membership Would also be
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Calendar

National Nutrition Month

Mental Retardation Month

National Social Workers Month

National Poison Prevention Week

American Hospital Association Region 9Policy Hoard
Meeting, Carmel, Calif.

American Health Care AssociationHoard ofDirectors,
Washington, D.C.

Doctor’s Day

National Alcohol Awareness Month

National Child Abuse Prevention Month

National Sexually Transmitted Diseases (STDs) Education
and Awareness Month

National Occupational Therapy Month

Cancer Control Month

Alaska State Hospital & Nursing Home Association Mid-
year Legislative Conference, Juneau

Healthcare Forum 61st Annual Meeting — Breakthrough
Leadership; Building High Performance Organizations,
San Francisco

Conference on Aging, Anchorage

National Arthritis Month

National Mental Health Month

National High Blood Pressure Month

National Nurses Week

National Hospital Week

National Nursing Home Week

14th Annual National Rural Health Association Conference,
Seattle

American Health Care Association Congressional Confer-
ence, Washington, D.C.

American Hospital Association Region 9 Policy Board
Meeting, Seattle



March I'MI

Alaska Hospitals and Nursiint Homes

P ilf s

A legislative viewpoint
Basic health services top lawmakers’ lists

Health care issues are continuing to

gather supporters among the Alaska
tale Legislature, although this session
the [ocus may be' more on lending off
cuts to healli care budgets, rather than
treating new programs, say some key
legislators,

What I'm hearing from legislators
this session i that basic hdealt caIc is
one of the priorities,” sai Jear-
%lanna Lincoln, co-chair with Rep Pat

amey of the [louse Ileallli, Education
and Socjal Services Committee.

Lincoln, a freshman Republican
representative from Rampart, said she
has been struck bv the high number of
Alaskans without basic health carc
coverage, and the high cost of health
care,

Llncoln however, said she thinks the

|s lature |s oing to be reluctant to

pend much new money on the problem
o health carc, a view shared by Sen.
Arliss Sturgulcwski ISR Anchorage?
chalr of thé Senate Health, Educafion
and Social Services Committee.

Sturgulewski said she thinks her
committee will have to spend a lot of
time tr mq to find fundlng for programs
out un er egovernors udget. These
inclyde the homemaker service and
portions of the childcare budget.

Rep. Georgianna Lincoln

“Most tw us arc |n a state of shock
right now because of program cuts ..
and a lack of funding," said Stur-
gulcwski.

Sturgulcwskl also mentioned concern
about Comments by Health and Social
Servicgs Commissioner Ted Mala
rl\elggrdm cuts to or elimination of

edica

“I'sec no way the slate could possibly
move_Into coverage of these programs,.
said Sturgulewski. Medicaid Is funded in
equal parts by the slate and federal
governments.

There IS a bright side to the budge
cuts, said Lincoln. “| think what |ts [the
culs| doing is to analyze what we've got
and how We can make that better."

The stale should be able to deliver
the heallh care much bi ttcr than it is,
bué éa(tgn 't think it will cost any more,"

Drawing from her background in
resource development, Sturgulcwski
fees the settlement of the mental health
ands dispute as a ma{or Issue to be
tackled by her comm
i Once settlted the mtentalfhealth lands

ispute has the potential of giving more
thah %1b|||l0n | funds tor hgeallhy
programs serving the menta ly i

ur?u cwski, & 13-ycar le |sIator who
has nof before chalre the
Committee, said there has so ar been
little leadership from the new admini-
stration on maéor heallh issues. With
the lack of leadership from the
governor S offlce the legislature has
SteRRle in, she said.

e do have to take a very close look
at how we’re providing health care and
how we're delivering it because of the
tremendous cost involved,” she said.

She complimented Sen. Jim Duncan
% -Juncau on hIS attempt to address
the problem of Alaska’s under-insured
and unlnsured with a health authontx

“Ithink the a?proach and leadership
Sen. Duncan is aklng is excellent... but
It too won't go very far if the admini-
stration doesn't bu into it,” she said.

Both legislators ed?ed on the
question of cabltal dolfars for health
facility renovation and construction.
Sturtqulcwskl said it’s too early lo tell

happen, while Lincoln said she
gets the feeling anything not considered

a “basic service" will have trouble
gctlng funded.

Sturgulcwski and Lincoln said Iher
see a need for a statewide health polic
but expressed doubt about finding a lot
of money for such a plan,

\Wc have been studied and studied

and studied to death. Now we need to

Sen. Arliss Sturgulcwski

dust off all these studies that have been
done and sec what we can use,” said
Lincoln.

Stur%ulcwskt said the ke to a state-
wide health policy Is coor matlon
hetween the administration and the
Ieg‘I\?Vatur till Ith t

e’re still serving [health carc] ou
of ljttle boxes, a men aH ﬁeat % >J
social services box..." said Stur-
gulcwski,

Lincoln said she js particularly con-
cerned about coordinating health care
for Alaska’s rural areas.

“When you ask me about heallh, it's
difficult for me lo talk k!ust about health,
| want to talk to you about nojobs in
the V|IIa?e that IS heallh. | want to talk
lo you alvoul children v.ho are dropping
ou ofschool that is health," said

Lincoln, "I any one ol those things
don’t click inyour lift, it affects your
health, whether thats mental or
physical health."
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«
YThc Unlted States'system ofpaying for health care is breaklng
1down. Fixing it is one of the most formidable challenges of the

1990s. With no federal leadership on this issue, the states will
have to blaze.the Vflt
mV Few people actually pay for health care directly. Insurance/
, mainly provided by employers or .the government, pays most
‘doctor and Hospital bills*Tnus the cost of periodic illnesses or..
Semergencies is spread jyidely! Bu~the cost*has'zrovrasohigh?
j-uil.6 percentoftne”naboh | putput goesto pay tor health care.r”j
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ill upsets

insurers, m edicalindustry

Law wouldputlid on medicalfees charged state employees

Dy PATRICIA SOLOVEICHIK
TIMIU uC Swiis WRITER

A proposal Introduced lo tho
State Legis|ature lost month limt
would require thestate of Alaska
o set lew Uiutdoctors vnd other
benlth-care providers cha;go Ea-
tient? has inuurcre, the r/iodJcal
community ond some businesses
Inonuproar.

son. Jim Duncan, D-Juneau,
author of tho proposal, said Son*
ate Dill S3ond companion kr%JIEIa—
don would create the Afaska
State Health Resources Author
Hy. If enacted, it would establish

July 182 reimbursement

rates and treatment standards
that Insurem must use In paying
healthcare providers who sérve
state employes?.

Insure

Continued from page Cl

BP Exploration. (Alaska) Inc. DP
Exploration officials could nothe
reached for comment late Thurs-

a . .

yResa.Jerrell,flute,dlrectorof
the National Federation of Inde-
?endentth Blljslnclostw, ggw ‘gh,o

ors the legislation #3 » “vj-
aYe means ogf providing healt’]
insurance to the uninsured popu-
[ation In Alaska." ,

She sakla vquBtary Poohn? Is
0 more acceptable alternative
than a legislative mandate that
all emPoners roust provide
Pen,.'th nsurance ccvemge for
hcnomploy&.es.

But she’Mid NF7B members
gre adamant that the program
e voluntary and sdminUtered
by private insurance companies,
Puncan has said Alaska would
ECIMnsure those without cover-
0go if Insurance companiesam id
not meel stete cott expectations.

Insurers in Alaska are not

Pleased with state requlatory te-

ervenbci, They sa\ they would
Prefer to take )
em through the free enterprise

sysﬁgeenp].l Duncan is ablo, thnwgh
state government, to hring~a
much Targer solution fatter,"

uro of the prob-

After July 1502, A51IRA Would
offer ~ comprehensive ?roup
henlih Insurance to publlfl em-
Rl%yﬁ?s .and to. bUSInesnea In
Iutkfltliat want to participate.
T|Be Ieg|s|at|o,n requires all
health-care providers 0p|n% to
do business with the staie's
135,000 public’ employees could
not charge fcc3 higher'than thoco
established by tho state and
tvould bo required to meet state
%mdelmes.for treating putienta,

uncan said.

Duncan eald hl6 legislation Jo*
the result of two ¥ears of study
tcy the ttflte Health Core Cost

ontainment Task Force, of
which the senator waschslrmun,

Duncan said lie hoEes the
state's privato employer* would

said Eric Rohlman, vice prod-
dentof(r)roup,marketmg for Blue
Cross of Wnslilhgtonand Alaska.
~<Bli | think its better to look
to private enterprise. We hope
we can be part of tho solution
and ctlll believe In competition,”
Rohlmansaid.

‘The disappointing part' Of
S-B. 83 Is that many fool we
haven't moved fast™ enough,"
Rohimansaid.

Duncan believes Alaskans do
nothavethe tarn towait for pri-
vate enterprise solutions.

syltem goes un-
fhecked, It's hi danr(]]er of col-
apse. As costa continue to rise,
more people win drop out of In-
surance coverage: Those people
will still gno to_Rospitals, but the
cost win be Plcked up by those
whoare able to pay,

"A* the number of uninsured
ReoPIe rises, so will the cost of
ealth core, which will csuirc
more people to drop out. It's a
drdo "that continues until at
some point It collspses on us,"
Duncan said. ]
Harlan Knudson, chairman of
the Alaska State Hospital and
Nursing 'Homo  Association,
agreed” that the cost—shéqug
would occur, but he Bomte t
finger at Dunaui'4 nill as the
Issue that Is mos_tdmconcertmgh
"The state will gush down the

reimbursement that hospital*

Join the Rrog[am using partici-

ating physicians and” medical
acilifles pamcularlg emulLburl-
nesses that would be provided
group coverage fortheiremploy-
ees

"Wb met with largq corporate
employera In December w die-
caw this Iegi|s|at|on, and the%/ in-
dicated that without this logtela-
ticn theywould need to cither re-
duce benefits or ark employem
to pa%more," Duncan said.

"Tho bvsteuc community Is
ver Lnterested (a solgtl?_n,,but
the¥ ave not made n definitive
statementon5.8.83,” he said.

S,e,vere%large local employers
testified before the task force

about their concerns, including »
SeeInsure, page CS

now get for ntate employment
and public employee Insuraao.
That'ec ;% wilt be shifted to other
buyers of health care," Knadsen

said.

Be also charged that the pro-
8ram WId become a "tremenr
ously expenrive undertaking.”

And he said he in concerned
thatthisbm wil| gettho go-ahead
because ofpublic pressure on the
Legislature to take some strong
flctiononhealtiKareccsts.

In Resolution No.'5, which
Knudson said ho sup,E)_orts, D'In-
can said the,. Imposition of Jee
schedules IS necessary to 9et, a
handle on the 300 percent rise
over thelast 10ycare In Alaska's
annual_expenditures for health
care. The outlays b*v» %one

¥|Eg]tl’l]l§00nm|”|0n to more than

~ And tha state's uninsured
iwva reached_O0,000f)eopIe or18
ercent of Die total population.
uncan sold a continuation or
current trends would mean 23
percent of the state's residents
willbeunable to getinsurance.

Under SD. 83, ASHRA would
be managed bdvaboardofdlrec-
tors (,:otmé)(t)set of nine tacmfbera

ointed ry the governor fro
?}Egexecutn)/e Eraﬂch, organtie
Hbor, schooldistricts, municipal-
tlos, private wetor emplogers
and health-care providers.



Health cost Rx

A ray ofhope for controlling costs

Alaskans pride themselves on being first in many-
national comparisons, but one top ranking is a
first-class pain in the pocketbook. Hands down,
Alaska has the highest medical costs in the country

According to statistics from the Anchorage
planning department, the city's 1989 medical cost
index was 28 percent higher than Boston, the highest
Outside city cited. Anchorage topped New York by 35
percent and Los Angeles by 46 percent. And within
Alaska, Anchorage is a low-budget location. Costs in
Fairbanks, Ketchikan and Juneau are even higher,

Fortunately, a large number of Alaskans may soon
enjoy at least a small measure of relief from these
high costs. The giant health insurance firm Blue Cross
is starting to use its clout to hold down doctors’ fees.
The insurer has persuaded some 22 percent of
Alaska’s eligible doctors to charge only what Blue
Cross considers reasonable. Some doctors have been
charging more, leaving Blue Cross patients to pay
whatever exceeds the firm's cost cap, on top of the
usual co-payments and deductibles.

Blue Cross' arrangement is good news for the
80,000 Alaskans it insures. The deal should exert
powerful pressure to limit ever-increasing doctors’
fees. Unlike some cost-control measures that force
patients to use certain doctors, however, Blue Cross
clients remain free to see the physician of their choice.

Alaska doctors are less enamored of the change —
even though the arrangement is common in the Lower
48. For them, health insurance becomes more of a
mixed blessing. Until now, insurance has enabled
them to charge prices with little regard for how they
affect most patients. Now, they're being asked to
make some price concessions in return for the good
financial fortune insurance allows them to enjoy.

Sounds like a fair trade to us,
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LIMITS: .94, doctors; agree to Blue Cross health",insurance plan’io set rates

o< n 11 | " #a' 7 0 -1 t il t f
J%HPnUOMi %Fh‘ 5(85 g7 I';‘nbtmzjitre'g| erec nosftqur%h&rt i . /Fr)oCl o"Pa‘T”r %’a”‘c%ﬁf%r WE‘%W% fr?gurgafn%%% - mswe%e%c Jsol”tget?tg ry\flgt%taﬁ c%govgellfamﬁlg : racftrr(ng%ntr
cOnrA. th«t/ ificl Ypro%;]am | F on'ta |0W

or try for enorma cost Increases
These . pro- w have to Incurto keep our

nil the
but - Ble (gross officials say
?n In the Lower ID, ' Blue Cross nfflelnre hone subscriber, who would bo F@rd, in an [nterview Kit-.. were n little more Inﬁpen- gboult 75 percent 0| H

«Comm ask as
Ibut Aask dﬂctors Imve of! henetwork will raa dlvex® ««Pon Able forforwardrn dd snld the ? R ny has -dent Rllerc and resrstantto octors harge acceptable
te vrg these qra f Pr}n but sRme octors 0, fho do Doct F ecrde toholdofo Jipos-  being hnerded around tes The reSt charge uny-.
ith distrust and >ou rgnt at WO ow an a e new pngmen %s— And one doctor who ere rom ercent 1o
ostility, i a/ g =38 BhdpiRd By ferc SSumber omecollectrori \ng We (tecrde tho ti Pne? theﬁro?ram <"t sure roqu ceh)t more, t
i 50 farl uet gzross has y ety view s B'”t. Crotas | e stb i the meqant ow_long stuy Ini o thoecﬁeswor wr ”b%lp?ee
. rr[rnc p abou ﬁercen ross's strong-arm recruit- [(JU as long ns. the sub- (Loct%rs SaCy will fight w gree u on our raise their rates. But |
%ska doctors who had Iu'B. tactics. "y scriber ap%rov(eis direct H g ross prog rnm fee sc due an not try tﬁose Increases exceed what

rIr malpractice Insur- Blue Crosg told doctors ment to Blu on'ta recrate to discount tﬁ ut | do not 1SS consi rs re son-
ancg 0 meet Inererrequrre— that If they declined to Join Cross appears to ave no so 0 me In. wrt ave any I usions about ﬁje they m out
InAnchorage, the the Hetw rk, llie Lnsurr legal au orrt odnr{those egavy Wa J]ed scare tnc thejr Iong term obJectHro," o the h/etwork ﬁman

"program Includes 50 doctors, woul stop sending them dl-. payments, accordrng 0 Dnve said "Doug G. Smith, al or- sard Bruct Klt-ssling, an An- sgld. o e&

cto ee to limit fees
R EE g&rosssays 1S falr

BX HAL BERNTON "It will pe_n consu have srmplg recouped thadt
Dally Nows roponer | ~>chorce said Dave from the onsum{r sal
BIHe Crossh the |%nt' Bltjee B%sstovtrcg gEe(s)rrdvevrrrlt \Elrcrg Rre gH Hres {r?ests
rr]rgt]vlvto Lnsurer iy crkeaed Pg\slesrﬂit éro , Jfen e Wil Work) a dresses that prob-
torrse\évs t)owhlrlodwtétefgp?&r/'ebd Once a deouctr%?e Is, met néeat le-hased Elue r0ss
Ey t p Y. Blue Cross olrcrest prca of Was mﬁton arr Aa a s
ic ? Blug Cross a¥ from? perc n 1(% one of the staes ar est
vre th ne twork as o' e en Hrscrr [nsurers, Wlth orcr
estone  aqreement.” . Icg rIIs as ong asta Ing, n ar as ans
Th“e say r tan enH 10 ocoré doesn’t’ excee
thef SUESC“ @ gﬁmgeg rates ue Cross considers BI|| Pur 0n an Anc or
stucL wit surprrse bills be- reason er.

t In recent ?]Weat nsurance hro
uc

cause doctors charge more years octors *ees Ve ris- 5 lem, 1s th eresbeﬁ
en astert the Blue Cross e increase In t
E]*tt‘é‘nths%r'vnrégr“ﬂ"q” ore datn su scr(rzher% costo heath care In the Iast

Alaska subscribers will Wlt ‘8 QFOWPHQ share 0 10

medical costs. network appears

SX?or?%nOw'egﬂt's%”r rtg nuesvsr “Ascarriers have reduced 1o marlg t\ﬁe ?rrst time A?as—
r the ?bhey their payments to doctors,

al'bi
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