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v Spending for employer-based heallh insurance premiums increased 164% in the
past decade, from $66 billion to $174 billion.

v An increasing portion of every family’s budget is going to pay for health care
as shown by the 157% rise in out-of-pocket spending from 1980 to 1990
(excluding the cost of employee premium contributions), from $63 billion to
$162 billion.

v State government spending for Medicaid increased 156% between 1980 and
1990, from $10.7 billion to $27.4 billion.

v Massachusetts ($3,031), California ($2,894), New York ($2,818), Nevada
($2,757) and Rhode Island ($2,707) have the highest levels of per capita health
spending in 1990. South Carolina ($1,689), Idaho ($1,726), Mississippi
($1,751), Wyoming ($1,756) and Utah ($1,784) have the lowest levels of per
capita health spending in 1990.

r In Arizona (160.7%), Alaska (157.2%), Florida (152.3%), New Mexico
(152.2%) and Maine (150%) per capita health expenditures increased at least
150% from 1980 to 1990.

Although all states experienced health care spending increases well above the
consumer price index, there is high variation in spending among states. This variation
is generally explained by the following kinds of factors: demographics (especially the
proportion of a state’s population that is either women of child-bearing age, or older
men and women); the numbers of uninsured persons in a state (uninsured persons
consume about one-third less health care than insured persons); the environmental
conditions in a state (these can cause deteriorating health); the number and type of
health care facilities and providers in a state (this will cause individuals to travel into
or out of a state to get health care); the practice patterns of providers in state (the use
of hospital inpatient care and surgical procedures varies greatly among geographic
areas), and historical levels of spending in a state.

THE 1980s: DECLINING ACCESS

Dramatic increases in health care spending have not resulted in more Americans
having access to better care. Despite the high price tag of our health care system,
millions of Americans are without any health insurance, public or private. The
number of uninsured Americans has grown during the 1980s.2 State-by-state data on



rvinil 'm of uninsured persons show variation in the growth or decline of uninsured
perse s. Reasons for this state variation are diverse. In some instances, an aging
population means that a growing portion of the state's residents have become eligible
for Medicare. The composition of a state’s economy can also influence the number of
uninsured, as particular industries are more or less likely to offer employer coverage.
Other factors, such as a state’'s Medicaid eligibility level, income levels, and
economic well-being, also influence the number of uninsured.

v Over 13% of Americans, almost 32 million, were uninsured on any given day
in 1988.

Y The number of uninsured Americans has increased 30%, from 24.5 million
persons in 1980 to 31.8 million persons in 1988 (the most recent year for
which published statistics are available).

v 28% of U.S. residents, 63 million people, lacked health insurance for at least a
month during the 28 month period ending May 1987, according to the Census
Bureau.

v  New Mexico (22.8%), Arkansas (2 8%), Texas (21.4%), Florida (18.4%),
Oklahoma (18% ), Mississippi (17.9Vo), Arizona (17.7%), Nevada (17.3%),
Louisiana (17.3%) and California (17.2%) had the highest percentages of
uninsured persons as of 1988.

v Nevada (86.7%), Kentucky (68.9%), Florida (62%), Texas (59.5%) California
(57.7%), Alaska (57.2%), and Oregon (52.6%) all saw the number of
uninsured persons in the state increase by more than 50% from 1980 to 1988.

Who are these uninsured persons? Young adults are the most likely to lack insurance.
Twenty-seven percent of persons 18-24 lack insurance.LThese are individuals who are
likely to be in entry-leveljobs and to be too old to qualify as dependents of other
family members. Twenty-eight percent of the uninsured are children. Forty-two
percent of the nation’s uninsured live in the South.

Five out of eight uninsured persons are employed or are dependents of employed
persons. Just over half of uninsured workers are employed by firms with less than 25
employees.

Why has the number of uninsured persons increased? One of the major reasons is a
reduction in the number of individuals and their families covered by employment-



related insurance. In recent years there has been an increase in the number of persons
employed in businesses that don't offer health insurance, or offer inadequate or
unaffordable insurant.'.4

Health care inflation and competition in the small group insurance market have
combined to make health insurance increasingly unaffordable for small businesses,
their employees and their dependents. In order to hold premiums and benefit
payments down and attract customers, insurers have been engaging in a number of
practices that have had the effect of increasing the number of uninsured, or
underinsured persons, who work in small businesses or are dependents of these
workers These practices include: denying coverage to certain, high-risk individuals
within small groups; denying coverage to entire small groups considered to be high
risk; and denying coverage for pre-existing conditions, such as diabetes or asthma.5

Analysis of the nonelderly population shows that an additional 13 percent of the
nonelderly, 20 million persons, are underinsured - at risk of spending more than 10
percent of their income on health care.6 Since the elderly spend an estimated 18% of
their incomes on health care on average, including the elderly would add many
millions to the number of underinsured.”

When small businesses do get insurance, the insurance companies establish the
premiums based on "experience-rating" -- the practice of basing premiums solely on
the experience of the specific group, rather than establishing a "community-rating"
for the larger community as a whole. Premiums set on the basis of experience-
rating, rather than community rating, are n.ore unstable and rise quickly.

One of the ways employers have responded to escalating premiums is by charging
employees a greater share of the premiums. The percentage of employees paying
$100 or more a month for family health insurance rose from 5 percent in 1986 to 16
percent in 1988. Average employee payments for individual coverage rose 32 percent
between 1988 and 1989.* These increased cost demands on employees result in
employees, especially low-wage employees, declining health insurance because it is

unaffordable.

A vicious cycle of higher costs and declining access was set in motion during the
1980s. Uninsured persons often forego cost effective preventive care and, when they
seek care, do so at costly hospital emergency rooms instead of physicians' offices. To
cover the cost of treating the uninsured, hospitals raise their rates to privately-

ins ired patients and insurance premiums go up. Cost-shifting due to uncompensated
cart and the lack of insurance offered by some employers accounts for approximately



27% of employer health care costs. In the face of rising premiums, more employers
chose not to offer coverage at all, ultimately increasing the costs of coverage for
those who remain insured.

THE 1990s: A $1.5 TRILLION ANNUAL HEALTH CARE BILL

The huge increase in outlays for health care during the 1980s pales in comparison to
what this country will spend by the year 2000 should the status quo continue with our
health care system. Absent fundamental change, consumers, employers and
governments can expect a $1.47 trillion annual health care bill by the year 2000,

v By 2000, health care spending will rise to $5,515 per person, an increase of
443% from 1980.

v  From 1980 to 2000, overall health care spending will be six and one-half times
higher.

v Employers and employees will have to absorb a 529% increase from 1980 to
2000, from $66 billion to $412 billion for employer-based health coverage.

v Families will experience a 512% increase in out-of-pocket health care costs
between 1980 and 2000, from $63 billion to $386 billion, not counting the
employee share of health insurance premiums.

v By the year 2000, state governments can expect to see a 480% increase in
Medicaid expenditures, from 1980 spending levels of $11 billion to $62 billion
in 2000,

v In the 1980-2000 period, per capita spending will increase fastest in Arizona
(493%), Alaska (485%), New Mexico (473.9%), Florida (473.7%), Maine
(468.5% ), North Dakota (467.6%) and Washington (466%).

Clearly, health care spending of the magnitude described above presents a crisis of
affordability for every family, for the American economy, and for government. The
data in this report illustrates the need for fundamental reform of our health care
system. Unless the United States takes bold action now, all Americans will suffer a
declining standard of heallh care and a declining standard of living as a result of the
increasing burden of health care costs.
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STATE

ALABAMA
ALASKA
ARIZONA
ARKANSAS
CALIFORNIA
COLORADO
CONNECTICUT
DE.AWARE

DISTRICT OF COLUMBIA

FLORIDA
GEORGIA
HAWAI

IDAHO

ILLINOIS
INDIANA

[OWA

KANSAS
KENTUCKY
LOUISIANA
MAINE
MARYLAND
MASSACHUSETTS
MICHIGAN
MINNESOTA
MISSISSIPPI
MISSOURI
MONTANA
NEBRASKA
NEVADA

NEW HAMPSHIRE
NEW JERSEY
NEW MEXICO
NEW YORK
NORTH CAROLINA
NORTH DAKOTA
OHIO
OKLAHOMA
OREGON
PENNSYLVANIA
RHODE ISLAND
SOUTH CAROLINA
SOUTH DAKOTA
TENNESSEE
TEXAS

UTAH
VERMONT
VIRGINIA
WASHINGTON
WEST VIRGINIA
WISCONSIN
WYOMING

TOTAL

SOURCE: Lewin/icF animates

Table i
PER CAPITA HEALTH SPENDING

1980 - 2000
% Change % Change % Changn
1900 1990 19801990 Rank 2000 1980 2000
924 2.206 147 4% 13 5.201 462.8%
921 2.367 157 2% 2 5.390 405.5%
848 2211 160.7% 1 5.031 493 0%
844 1.944 130.4% 46 4.423 424.1%
1,186 2.894 143.9% 17 6,584 454 9%
996 2415 142 5% 20 5.496 451 8%
1,148 2.699 135.2% 39 6,136 434.7%
960 2.268 136.3% 36 5,160 437 6%
1,241 2.586 108 4% 51 5,802 374.1%
962 2,421 152.3% 3 5520 473.7%
883 2.072 134 7% 40 4,714 434 0%
993 2.4j$ 148 5% 9 5,619 465.6%
700 1,726 143 9% 10 3.920 455 0%
1,093 2,619 139.6% 29 5.953 444 6%
919 2,201 139.4% 30 5,004 444.3%
993 2.351 136.6% 35 5.343 437 9%
1,057 2.540 141.1% 22 5,792 448.0%
806 1,875 132.5% 43 4,266 429.1%
940 2,185 132.4% 44 4,972 428.9%
870 2.175 150.0% 5 4.945 408.5%
1,041 2,436 134.1% 42 5.541 432.5%
1,204 3,031 136.0% 38 6.090 436.5%
1,097 2.569 134.3%" 41 5,840 432.5%
1,110 2,480 123.4% 49 5,641 408.1%
759 1,751 130.6% 45 3,984 424.6%
1,033 2,568 148.6% 8 5,837 465.1%
859 2,059 139.7% 21 4,686 445.6%
1,016 2,452 141.4% 21 5,576 448.8%
1,109 2,751 140.5% 10 6,272 465.3%
813 1,981 143.6% 19 4,505 453.8%
930 2.224 139.2% 32 5,056 443.8%
111 1,792 152.2% 4 4,078 473.9%
1,257 2,818 124.2% 48 6,408 409.8%
173 1,833 137.1% 34 4.170 439.5%
1,066 2.661 149.7% 6 6,051 467.6%
1,039 2,493 140.0% 26 5.667 445 6%
906 2,139 136.2% 37 4,867 437.3%
940 2,312 146.0% 15 5,260 459.0%
1,021 2,536 148.3% 11 5,763 464.2%
1,184 2,707 128.6% 47 6,153 419.7%
706 1,689 139.2% 31 3,042 444.4%
952 2.322 144.0% 16 5,278 454.7%
952 2.262 137.7% 33 5,145 440.8%
915 2,192 139.7% 28 4,907 445.3%
141 1,784 140.8% 23 4.062 448.0%
015 1,956 140.1% 25 4,448 445.9%
863 2,076 140.5% 24 4,724 447.2%
929 2.311 148 7% 7 5.258 466.0%
843 2,088 147.6% 12 4,752 463.4%
1.097 2.449 123.2% 50 5,567 407.3%
114 1,756 146.1% 14 3,998 460.0%
51.016 S2.425 138 7% 55.515 442 8%



STATE

ALABAMA
ALASKA
ARIZONA
ARKANSAS
CALIFORNIA
COLORADO
CONNECTICUT
DELAWARE
DISTRICT OF COLUMBIA
FLORIDA
GEORGIA
HAWAII

IDAHO

ILLINOIS
INDIANA

IOWA

KANSAS
KENTUCKY
LOUISIANA
MAINE
MARYLAND
MASSACHUSETTS
MICHIGAN
MINNESOTA
MISSISSIPPI
MISSOURI
MONTANA
NEBRASKA
NEVADA

NEW HAMPSHIRE
NEW JERSEY
NEW MEXICO
NEW YORK
NORTH CAROLINA
NORTH DAKQOTA
OHIO
OKLAHOMA
OREGON
PENNSYLVANIA
RHODE ISLAND
SOUTH CAROLINA
SOUTH DAKOTA
TENNESSEE
TEXAS

UTAH
VERMONT
VIRGINIA
WASHINGTON
WEST VIRGINIA
WISCONSIN
WYOMING

TOTAL

>900

3.598 830
370 002
2.305 619
1,929 340
20.000.501
2,070 913
3,566.669
570197
791.551
9,376 059
4,022.254
950.674
660 050
12,409.950
5,047 369
2,094 890
2,498,930
2,951,766
3.954,402
978.536
4,388.016
7,367.870
10.158.071
4,525.259
1.914.580
5,079.283
676.015
1,595.143
807.542
749.108
6.048,103
925.932
22.066.936
4,546.873
696,1 15
11,215,407
2.740.188
2,474,037
12,117,790
1,121.337
2,203.405
657,535
4,368.396
13,012.429
1,082.735
416.395
4.615.580
3,838,548
1,644,557
5,164,568
335.414

5230.166.741

SOURCE: Lav/inilCF estimates

Table 2
TOTAL HEALTH SPENDING

1900 +2000

(in thousands ol doliais)
% Chengs
1990 1980-1990
9,522.402 164 6%
1,242.929 235.9%
8,105.010 251 6%
4,706.750 144 0%
04.754,469 201 8%
8,045,268 179.5%
0,815.808 147 2%
1,547,100 171 3%
1,559,131 97 0%
31,411,102 235.0%
13.669,245 183.5%
2,197,343 191.8%
1,748,435 161.7%
30,597.863 145.0%
12,362.662 144.9%
6.615,476 128.5%
6,426,779 157.2%
7,021,025 137.9%
9,545,115 141.4%
2,687.926 174.7%
11,627,792 165.0%
17,947,477 143.6%
23.874,781 135.0%
10,857.061 139.9%
4,638,528 142.3%
13,373,361 163.3%
1,641,223 142.8%
3,933,640 146.6%
3,115,213 251.0%
2,258,658 201.5%
17,368,763 153.6%
2.757,680 197.8%
50,354.750 128.2%
12,259,381 169.6%
1,751,185 151.6%
27,193,403 142.5%
6,824,669 149.1%
6.523.595 163.7%
30,541,650 152.0%
2,701,187 140.9%
6,011,186 172.8%
1,662,251 152.8%
11,328,956 159.3%
37,380.724 187.3%
3,085,385 105.0%
1.117,014 168.3%
12,931,845 180.2%
11,084,596 188.8%
3,846,712 133.9%
11,980,357 132.0%
821.058 145.0%
$605.978.347 163.3%

Ronk

2000

22.667.039
3.228.064
23.306,032
11.097.073
223.595.772
18.819.641
20,996,403
4,130.620
3,500.076
90.060,126
37.733.919
7.653,634
3,959,130
69,779,254
28,504,460
13,620,316
14,677,643
15,737,895
20,590,574
6,645,638
31,074,629
42,436,773
54,691,321
25,755,773
11,044,767
31,946.064
3,486,657
8,580.707
8,837,119
6,351,711
42.383.420
7,076,082
115,121,894
32,183,511
3,606.280
61,941,308
14,232,334
15,269.405
69,555,852
6.448,659
15.222,478
3,173,131
27,908,735
88,910,873
7.493,526
2,753.403
34,364.026
27.295,859
7,844,814
26,967,967
1,634,546

$1,476 507.197

% Change
>900-2000

523 8%
772 5%
310 9%
475 2%
696 3%
553 7%
408 7%
625 8%
342.2%
060 5%
682.5%
690.4%
492 6%
450.7%
464.7%
370.5%
487 4%
433.2%
420.7%
579.1%
608.2%
476.0%
438.4%
469.2%
476.9%
528.9%
415.0%
437.9%
895.7%
747 8%
518.9%
664 2%
421.7%
607.8%
418.1%
452.3%
419.4%
517.2%
474 0%
475.1%
590.9%
473.9%
538.9%
503.3%
592.1%
561 2%
644,5%
611.1%
317 0%
422.2%
387 3%

541 5%



Table 3n
fmiman i)souncrsoi payment ror personal nraiiiu xrt Nominrr, iri the vrAn mno v/

(Dollar* in Ihniftnndt) *| H

IMITIIYI I M| DID AV) riaimiA

SIAIlt oul Of POOKI 1M r.i'ONr»nili d NON GROUP OIMEM PMIVAIE STALE tID f DAL MEDICARE OTHER PUNUG TOTA| cos>
Al AlIAMA 111/ .71 756.409 Mir 031 44,044 77,069 103.143 551.713 651 507 3,590.838 9?4
A A'IKA nn "Mil 171.46/ 7.206 fi. 155 13.720 13,720 17.773 101.013 370 on? 921
AMI/ONA MI? fl'l'r 690 50/ 72.743 30 035 NA NA 376 004 605 055 2305 019 046
ARKANSAS r>n? n-i? .169.J79 06.011.1 21.012 65,441 »75.77? 300 776 325 104 1929 340 044
CAI If OMNIA r.i11.41s 7.201,598 710.170 370271 1.401,953 1.4U1.953 4.164.002 6 039.211 20 009 581 i mo
COLORADO 095 ?/? 033,537 74,005 43.391) 07,470 99.77? 302.434 6«?.«30 2.870.913 996
CONNf CTICIIf 1.026.949 1,228,013 2.10 010 43,829 179.70? 179,702 6M.034 57.729 3 566,669 1.146
OFI AWAH| inn.ino 138.750 2M.466 5,787 23.279 23.279 67.529 00 949 570 197 960
pisfmel or coi UMiiiA ir.n./o; 12.1,705 20.275 6.061 06.500 66,500 146.010 142.410 791.551 1.241
rioninA ?.ni4.no*i 1,770.037 478,802 90.066 105.42? 237.450 2,153.010 1.051.597 9.370.859 06?
GEORGIA 1,401.101 1.132.191 231.260 54.376 157,967 317.264 614.094 013.100 4.07?.254 003
MAWAU 217.009 277.774 24.039 12,659 49.435 49 435 92.413 234.429 950.074 993
IDAHO 157.700 192.60? 10.600 9,176 (8,331 35.112 63.920 17? 443 660.050 700
11UNOIS 3.400.015 4,201,372 900.101) 222,739 812.407 612,407 2.339,686 194 392 12.409.950 1093
INDIANA 1407.890 1.005.812 411,930 97.491 155.513 206.516 754.790 115.419 5.047.369 919
IOWA 017 145 979.140 230.551 51,420 102,750 (33.030 488.420 85.021 2.094 890 993
KANSAS 0/4,008 796.112 204,4G2 42.970 00.399 111,000 443.405 130.491 2.490.938 1.057
KENTUCKY 945.732 730.29? 101,140 31.500 97.004 200,790 397.702 373,522 2.951.700 806
LOUISIANA 1.100.552 000,116 196,340 40.451 133.052 293.670 470,671 741.550 3.954.402 940
MAINE 204.043 200.430 77.439 13.302 41.1(7 93.626 170.001 6.309 970,538 870
MAnNYI AND 1.205.977 1,149.04? 211,012 40.500 164,234 164,234 690.073 667.130 4.308.016 1041
MASSACHUSETTS 1.951.510 2.207.911 437,046 00.910 500.501 536.607 1.529.777 104,000 7.367 870 1.204
MICHIGAN 2.640.020 3.441.020 716.157 159.462 550,719 550.710 1,771,870 317.690 10.150.071 1.097
MINNESOTA 1.243.181 1.490.32? 361,190 63.250 269,169 337.614 704,635 27,881 4.525.259 1.110
MISSISSIPPI 619.33? 410.909 0 23.320 40,664 160,171 261.274 262.070 1.914.500 759
Missouri! 1.402.558 1,652,437 430.057 96,200 120.224 1B3.065 1,006.024 99.031 5.079.203 1.033
MONTANA 150.707 102.42? 19,000 9,501 22.071 41.158 73.442 168,847 870.015 859
Nf OHASKA 469.733 532.375 134,404 30.893 47,309 64.430 260.572 55.207 1.595.143 1.016
NEVADA 202.000 261,305 22.759 12.294 23.073 23,073 112,798 229.561 087.542 1,109
NEW HAMPSHIRE 227.069 260.61! 53.749 0,906 20.730 45,157 107.079 16.078 749.1BB 813
NEW JERSEY 1,907,217 7,361,100 450,150 05.935 300.430 388,430 1,146.073 92,875 6.040.103 930
NEW MEXICO 220,5G3 240.079 25,581 14.4 ;i 22.370 49.075 91.104 247.033 925.932 711
NEW YORK 5.502.005 0,045.460 1.304.202 248.347 2.334,327 2.334.327 4,012.129 205.960 22.066.930 1.257
NORTH CAROLINA 1,443.005 1,100,169 227.200 52.419 133.39% 270.033 570.692 729.155 4.546 073 773
NARTH DAXOYA 199,350 223,000 59,960 13.9B9 16,626 29.670 120.945 29.759 696.115 1,068
OHIO 3.210.530 4,009.617 954.293 190.723 373.505 450.353 1,010.967 191.410 11.215.407 1.039
OKLAHOMA 040.211 501,953 139,726 20.503 09.177 173.587 433.300 443.04? 2.740.100 906
OREGON 550 453 705.573 60.503 33.498 01,525 102.339 319.280 604.059 2.474.037 940
PENNSYLVANIA 3.406.617 3.967,694 060.052 161.365 407.601 599.603 2,305.773 168.722 12.117.790 1.021
RHODE ISLAND 291,130 350.994 72.062 12.411 09,551 95.300 204.278 17.604 1,121.337 1.184
SOUTH CAROLINA 003.690 437.942 95.613 25,117 77.334 189.059 230,513 404.130 2.203.405 706
SOUTH DAKOTA 202.630 199,249 58,778 15.537 17,015 30.808 99.329 25.301 657.335 952
TENNESSEE 1.377.091 1.030.009 226,300 45.904 119.232 270.798 629.940 662.150 4.368.396 952
TEXAS 4.244.744 3.070.355 632.707 159.455 419,802 500.238 1,670.299 2.018.750 13.012.429 913
UTAH 261.640 347,150 20.070 14.937 26.122 35.607 79.316 268.814 (.002.733 741
VERMONT 119.592 133.426 * 29,474 5.300 19,259 41.607 63,594 4.002 416.395 815
VIRGINIA 1.402.704 1.123.900 234.835 46.655 160.351 200.611 593.161 045.275 4.615.500 063
WASHINGTON 052.11? 1.071.022 99,177 52.104 169.065 169.065 400,169 1.025.015 3.030.548 929
WEST VIRGINIA 551.141 396.291 09.965 18.220 34,764 71.711 252.328 229.937 1.644.557 843
WISCONSIN 1,349.249 1,765,318 391,202 70.756 290,460 400.568 822.555 32.372 5.164.568 1097
WYOMING 70.091 100.783 9.364 4.076 7,400 7.400 32.597 07.905 335.414 714
TOTAL 563,149,904 .565,626,95? S12,946,686. 53,123,010 __ 50,697,100 ..S13,147,308,  __137,248.701 _ S24.22B.1Q __*230,166,74" $1,016

n/ Includes personal health evpenrMurps and odminishalive cosls
b/ Does not include employee share ol premiums lor employer sponsored insurance These payments are included in Ihe 'Employer Sponsored' column

SOURCE: lewin/icr estimates
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Table 3b

ESTIMATED SOURCES OF PAYMENT FOR PERSONAL HEALTH EXPENDITURES IN THE YEAR 1000 hJ

(Dollars In thousands) PER
EMPLOYER MEDICAID CAPITA
STATE OUT OF POCKET b/ SPONSORED NON-GROUP OTHER PRIVATE STATE FEDERAL MEDICARE OTHER PUBLIC TOTAL ______costT
ALABAMA 2.014.760 "2,012.309 416.532 101,765 163,013 425.402 1.932.643 1.655.817 9 522.402 '2.280
ALASKA 329.GB7 427.212 20.064 24,057 00,300 00,360 60,357 231.034 1.242.029 2.307
ARIZONA 1,072.303 2.379.617 240.860 137,174 222.669 307,652 1.367.192 1.418.276 8,105,810 2.211
ARKANSAS 1.449,372 092,449 100.921 57,575 103,707 292.830 990,607 721.250 4.706,750 1.944
CALIFORNIA 20,379.570 25.040.370 2.335.173 1.47 1,202 3.574,076 3.574.078 14.853.732 12.928.177 04.734 469 2.894
COLORADO 2.007.007 2.670.571 203.730 139,260 304,439 304.439 969,270 1,295.747 0.045.2GB 2.415
CONNECTICUT 2.270.555 3.303,221 *32,925 02.000 514.039 514.939 1.570.600 09,760 0.015,800 2.090
DELAWARE 454.360 365,103 lo.irb 14,539 00,050 08,050 291,765 218.999 1.547,100 2.260
DISTRICT OF COLUMnIiA 310.901 240,170 50,202 11,101 102,510 102.516 344.060 228.617 1.559.131 2.586
FLORIDA 0.375,203 6.210,476 1.390.700 322.380 078.503 1.125,404 0,003.607 4.010.390 31.411.102 2.427
GEORGIA 3.9G4.313 3.041.590 570038 124.5B0 409.424 952.179 2.224.539 2,301.970 . 13.669.245 2.072
HAWAII 697,620 966,101 96,984 102,084 108,251 295.352 404.921 2.797,343 2.469
IDAHO 440.614 525.4G4 53.190 40,179 109.063 238.410 305.267 1.740.435 1.726
ILLINOIS 0,200.090 10.340.102 1.800,053 i 1,231,033 1,231,033 0,719,023 519.434 30.597.083 2.619
INDIANA 3.382,637 3,900,394 010,531 401.451 013.400 2.204,733 447.133 12.302.602 2 201
IOWA 1.834.062 2,210,041 440.010 115/jm 247.922 355,295 1,345,939 49.208 0.815.470 2.351
KANSAS 1.772.719 2.210.335 415,790 100,640 220.379 220.379 1.287.040 190.6B9 8,420.779 2 540
KENTUCKY 1,947,743 1,410.057 270.002 67.343 254.100 599.450 1,233,765 1.229.672 7.021.825 1.075
LOUISIANA 2.547.702 1.822.033 352.995 98.200 345,100 608,034 1.741.600 2.030.597 9,545,115 2,185
MAINE 689.720 802.374 149.905 29 390 128.035 204.450 480.731 82.124 2.687.928 2.175
MARYLANO 3,169.204 2.674,955 404.561 99,774 541,404 541,404 2.170.431 1,058.060 11627.792 2.430
MASSACHUSETTS 4.443.792 0,173,324 740.000 105,223 1.239,474 1.239,474 3.027,313 200.000 17.047.477 3.031
MICHIGAN 0.005,410 7.977.976 1,391,031 372.097 1,001,000 1,310,700 5,159,240 570.371 23.074.781 2.569
MINNESOTA 3.032,352 4 004.508 072,120 100,038 059,001 750,225 1,400.019 144.050 10.857.001 2.400
MISSISSIPPI 1,319,923 049.242 177,033 51,154 111,948 408.809 027,001 895.339 4.630.528 1.751
MISSOURI 3.643.301 4.390.101 045,312 224,843 355,021 547.730 3,055,500 302.650 13.373 301 2.560
MONTANA 303,403 430.540 40.226 25,273 57,205 112.940 241.279 336.263 1.641.223 2.059
NEBRASKA 1.132.093 1,301,739 285.541 70,020 120,525 171,137 660,770 115.011 3.933.640 2.452
NEVADA 007.751 1,033.500 90,002 50,025 71,592 71,592 48B.338 407.008 3,115.213 2,757
NEW HAMPSHIRE 601,915 799.060 107,011. 33.301 97.029 110,939 370 959 40.364 2.250.058 1.981
NEW JERSEY 4.545.027 6,011.019 741.459 200,122 1.042,327 1,042.327 3,501,694 283.989 17.360.763 2224
NEW MEXICO 705.091 720,428 02.220 49,096 07,401 193,993 344.985 564.073 2.757.600 1.792
NEW YORK I1. 740.(101 14.340.795 2.020,035 569,890 5,280,300 5.200.300 10,274,090 025.070 50.354.750 2.810
NORTH CAROLINA 3,000,151 2,855,434 507.966 130,692 370.718 050,000 1.957.921 1.712.411 12.259.381 1.833
NORTH DAKOTA 442,009 540,470 111,059 20.099 00,90/ 100,009 350.419 65.946 1,751,185 2.661
OHIO 0.966.974 0.754.357 1,645,671 429,028 1,244,200 1,730.605 5.055,967 557.522 27,193,403 2.493
OKLAHOMA 2.020.546 1.379,606 200.712 70,027 294,947 400,083 1,278.050 1.001.298 8.024.809 2,139
OREGOM 1,657.140 2.007,538 207.095 110.855 171,045 274.049 900.919 1,106,950 0,523.595 2.312
PENNS. .VANIA 7.993.007 9.500.155 1,597,413 365,577 1,245,011 1,035,583 7.748.007 375.838 30.541.650 2,530
RHODE ISLAND 704.349 053,513 135,007 30,305 173,500 223.009 531,029 40.987 2.701.187 2.707
SOUTH CAROLINA 1.009.710 1,401,609 269,561 63,523 100,020 420,154 809,168 991,428 6.011,186 1.609
SOUTH DAKOTA 469.323 532.407 100,7e9 30.642 51,119 107,733 320.442 43.718 1.602.251 2,322
TENNESSEE 3.204.049 2.305,902 493.952 110,504 341.451 004.357 2,185,968 1,742,607 11.320,950 2.282
TEXAS 11.992.115 0.477.215 1,555,824 465,330 1,145,085 1,320.040 6.584.259 5.040.450 37.300.724 2,192
UTAH 777.200 1,095,590 00,021 51,752 65,019 172.449 310,104 525,181 3,065.385 1,704
VERMONT 323.043 301,043 64,230 13.292 47,408 90,073 172.012 10,629 1.117.014 1.956
VIRGINIA 3.0B6.531 3,123,031 569,G65 120.548 409.473 532,390 2.061.381 2,160.046 12.931,845 2.076
WASHINGTON 2.613,020 3.340.969 321.777 190,957 587,419 500,703 1,550.005 1,918,176 11.084.590 2.311
WEST VIRGINIA 1.098,107 714,750 170.355 34.430 103,791 200,771 720,922 743.573 3.040.712 2,088
WISCONSIN 3.112.443 4.060.108 754.732 160,623 528.440 713.420 2.258.990 379.504 11.900.357 2.449
WYOMING 206.156 269.576 26,320 13,994 19,805 19,885 107,370 158.705 821.058 1,758
TOTAL _ SIGi.0IB.653 _SJ74J32|30%. AN277063.057 _S27.397j0" _S_34.258.738 $110,277,024 —$56,730,394 ._5«05D7833.7 8 t3 L

Includes personal heallh expenditures and administrative cosls
Does not include employee share ol premiums for employer-sponsored Insurance These payments are Included In Ihe 'Employer-Sponsored’ column

SOURCE Lewin/ICF estimates



STATE
MANAMA

At ASKA
ARIZONA
ARKANSAS
CALIFORNIA
COLORADO
CONNECTICUT
DELAWARE
DISTRICT OF COLUMBIA
FioniDA
GEORGIA
HAWAII

IDAHO

ILLINOIS
INDIANA

IOWA

KANSAS
KENTUCKY
LOUISIANA
MAINE
MARYLAND
MASSACHUSETTS
MICHIGAN
MINNESOTA
MISSISSIPPI
MISSOURI
MONTANA
NEBRASKA
NEVADA

NEW HAMPSHIRE
NEW JERSEY
NEW MEXICO
NEW YORK
NORTH CAROLINA
NORTH DAKOTA
OHIO
OKLAHOMA
OREGON
PENNSYLVANIA
RHODE ISLAND
SOUTH CAROLINA
SOUTH DAKOTA
TENNESSEE
TEXAS

UTAH
VERMONT
VIRGINIA
WASHINGTON
WEST VIRGINIA
WISCONSIN
WYOMING

TOTAL

<ﬂMwB$ﬁﬁ§%a£

ARE lenfr/ICFetinstes

r, 5n/.r.53
or,5.mo
5,010,607
3.349.100
53.007.530
4,091,263
5.271.070
1.195.017
704.040
20.031.662
10.652.590
1.910,550
093.703
10.024.960
7.507,956
3.643.891
3.916.023
4.324.250
5.450.366
1.663.097
0.357.706
10.t76.490
13,452.120
7.051.420
3.116.442
0.368.592
813.087
2.403.060
2.264.610
1.067.766
10.737.775
1.014.472
26.052.021
9.070.120
005.467
15.316.195
4,165.518
3.046.030
17.430.559
t,630,994
4.553.474
1.032,399
7.962.737
28.125.731
1.009.913
777.694
10.235,657
6.496.052
2.216,100
6.003,691
409.029

i3f15.ifol.B 6j

ﬁgﬁgﬁgﬁgggmwwkwam'hmaymﬁaﬂdehﬁﬂﬁmyﬂmnmﬂwum

EMPI OVE

OUT or POCKET b/ SPONSORED

4.700.5.11
1,121.000
0 704.390
2,000,031
60.644.041
6.722.417
7,037,340
959.790
579.771
17.254.594
0.320.011
2,043.9*2
1.104,744
22,707,029
0,940 008
4.405.316
4097.773
3.147.073
3,099.393
2.126,142
7.049.413
14,127.420
17.623,520
9.305.810
2.003.742
10.095,144
929.192
2.807,401
2.005.540
2,100,757
14.100.913
1.071,107
31.013,339
7,405.000
1,080,024
19.232,260
2.033.708
4.657,015
20.877.036
1,975,031
3.524.102
1.170.535
5.732.759
19.868.305
2,602.260
910.691
0,219,190
0,197,B10
1.441.469
1.B8B.593
534.489

S412.369.109

NON GROUP
976,003
70,501
006,596
460.62?
0.006.403
616.190
1.003.744
<04,020
11*109

3 000.407
1.565.419
260.159
120.221
3.975.307
1.035.460
093.501
920.550
602,040
757,556
362,405
1.227,079
1.710.510
3.001.357
1,560.223
410.060
1.945.672
90.210
607.149
277,010
295.910
1.755.005
211,705
4,493.114
1.477,120
222.543
3.625,307
590.559
40-..60B
3.490.750
313.274
679.663
235.401
1.200.168
3.056.095
194.991
154.965
1.503.410
790.326
344.513
1,053.258
52.348

_ $63.755,912

Table 3c

rsnM Airn souncrs or paymentronpersonal health expenditures in me year 7000 a/
{Dollar* In thousand*)

other private
267 096
71,054
430.907
149,517
4.304,439
365,225
241.500
43.011
27.704
1.000.793
303.029
147.929
71.020
1,315,734
576.001
257.690
250,103
160,169
231,930
01.009
295.950
502.000
925,199
470.911
135.852
500.900
60,273
167,130
179,109
102,842
531.709
144.264
1,422,407
361.519
60.052
1.060.069
175.776
289.452
890.713
79,140
179.7B1
75.810
301.378
1,227,572
141,549
35.992
380,799
520.941
70.170
409.690
31.230

S$22.246.107

MEDICAID

SIALE
367.825
152,000
010.070
231,240
0,002.040
604.300
1.140.050
107.503
300,391
2.351.970
1.201,755
209,540
104,750
2.007.410
1.041,239
474.094
409,432
543,900
712,733
299,039
1.376.536
2,730,599
2,135.251
1.470.030
254.033
707.900
110.938
262,030
193513
257.610
2,373.749
216,800
11,313.586
047,019
167,063
2,637,207
504,502
304,153
2.023.083
307.300
300.290
100.414
708,197
2,589.250
152.431
110.215
1,192.047
1.340.050
201.945
1.109,502
37.999

S$62.147.543

FEDERAL
000.063
152,R00
1.000,299
652.304
0.982.040
604,300
1,140.050
187.503
380.391
3.012,935
2,513,120
200.542
237.141
2.007.41B
1,759 290
C0C'.50G
409.432
1,203,120
1.256.607
661.285
1.376.330
2.730.599
2,600,310
1.695.420
020.041
1.212.960
230.686
350.103
193.513
314.084
2.373.749
400.760
11.313,586
2,127,070
205.910
3,887,115
794.040
814.8B5
3,430.693
499.050
1,033,770
220.404
1,800,317
2,900.233
404,292
224.379
1,351,001
1.344,072
507,382
1,503,550
37.999

S77.766.640

MEDICARE
‘5.375.234
250.751
4,621,770
2.720.302
45.912.800
2,605.710
4.340.030
011,917
004.558
26.673.073
7,237.055
061,238
030,005
17,533,255
5.077.353
3,177.048
3.301.372
3.255.120
4,432.487
1,320,2(1
8.027,11?
0.071.559
13,553,224
3.B91,005
2,320,879
8.340.413
607.947
1,080.381
1.027,012
1.207.467
0.829.803
1,053,027
27,094.050
0,038,653
032.722
15,298.054
3,123,030
2,722,502
20,073,266
1.482.0.1
2,650,713
037.88>'
0,298,723
10 351.490
019.410
493.830
6.451.550
4,540.041
1.728.004
5,860.345
253.161

§320.079.858

OTHER PUBLIC
3.474 054
530,159
3.565.031
1,472,904
29.714.310
2.670.100
203.993
509.05?
445.965
9.042.004
5.509.541
1.173,704
608.459
1.000.052
080.481
06.542
372 350
2.412.001
3.643,427
132.390
4.503.088
566.719
1.114.322
296.049
1.060.319
014.40?
030.119
215083
1.206.717
117,076
592.808
1,203,288
1.610.092
3.927.003
151,892
1,003.233
1,984,314
2.271.062
724,354
100.253
2,204.679
04.993
3.734.459
12,106.109
1,128.669
39.637
5,029.566
4,155.168
1.326.244
733.339
278.293

$124.210.355

TOTAL
22.667 039
3228 804
23.300.082
11.097.073
223.595.772
18.810.041
20 999.403
4.13*..820
3,500,070
90.060,128
37.733.019
7,053.034
3.959.130
09.779.254
20.504.400
13.620 310
14.877.043
15.737.895
20.590.574
6.045.630
31.074.629
42.436,773
54.891.321
25.755.773
11.044 767
31.946 004
3.400.057
0.500.707
8.837,119
8.351,711
42.303.428
7.076.002
115.121.804
32.183.5M
3.8L6.200
61.941.308
14.232.334
15.269.405
69.555.052
6.446.659
15.222.478
3.773.731
27.900.735
08.910,873
7.493.528
2.753,403
34.364.026
27.295.059
7.044.014
20.967.987
1.534.540

S1.476.507.197

rtn
CAPITA
cosT
5201
5.390
3031
4.473
0,584
5.498
0.138
5.100
5,00?
5.520
4714
5,019
3,928
3.953
5.004
3.343
3.792
4.260
4.972
4.043
5.541
0.890
5.840
5,041
3.984
5 037
4,686
3.570
6.272
4.303
3.058
4.078
0.408
4.170
8,051
5.067
4.867
5.260
3.763
8.133
3.042
5278
5.US
4.987
4.062
4,448
4.724
3.258
4752
5.587
3.999

S§5.515



Table 4
ESTIMATED NUMBER OF UNINSURED PERSONS

19B0 ioee

% OF STATE % OF STATE PERCENT
STATE NUMBER a/ POP RANK bl NUMBER cl POP! RANK bl CHANGE
ALABAMA 560 052 14 A% 9' 615 680 15 1% is 9 9%
ALASKA 54.655 13 6% 1 05.903 15 8% 13 57 2%
ARIZONA 449,151 16 5% 2 608,444 17 7% 7 35 5%
ARKANSAS 372 852 16 3% 3 519,163 21 0% 2 39 2%
CALIFORNIA 3004 160 12 1% 14 4,737.675 17 2% 10 57 ™0
COLCRAOO 371,70". 12 9% 13 428.555 13 0% 22 >5 3%
CONNECTICUT 193.401 6 2% 50 186.011 58% 51 3 8%
DELAWARE 53 621 90% 36 65.178 10 2% 34 21 6%
DISTRICT OF COLUMBIA 97.916 15 3% 6 97 659 15 7% 14 *0 3%
FLORIDA 1.358.123 13 9% 10 2.199.960 18 4% 4 62 0%
GEORGIA 672.080 12 3% i 788.513 12 6% 25 17 3%
HAWAII 78.539 8 1% 43 87.669 8 1% 42 11 6%
IDAHO 115.174 12 2% 18 165.419 16 4% 1 43 6%
ILLINOIS 1078,105 9 4% 32 1,164,471 10 1% 35 ao%
INDIANA 538,413 9 8% 30 751.116 13 6% 21 39 5%
[OWA 244.302 8 4% 41 222.U11 79% 44 9 1%
KANSAS 172575 73% 48 257.374 10 4% 33 49 1%
KENTUCKY 328.638 90% 37 555,113 14 9% 16 68 9%
LOUISIANA 522.790 12 4% 16 778,919 17.3% 9 49 0%
MAINE 127,156 11 3% 22 92.123 78% 45 27 6%
MARYLAND 382,164 9.1% 35 430,254 9 5% 38 12 6%
MASSACHUSETTS 493,906 8.6% 39 424,868 7 3% 48 mi40%
MICHIGAN 604,488 6 5% 49 756.414 02% 4 25.1%
MINNESOTA 350.485 8 6% 40 282.003 6.6% 50 -19.5%
MISSISSIPPI 378.740 15 0% 8 472.365 179% 6 24 %
MISSOURI 511,424 10.4% 26 533,342 10.5% 32 4 3%
MONTANA 120,046 15.3% 7 129,258 15.9% 12 7.7%
NEBRASKA 147733 9.4% 33 168.268 10.5% 3l 13 9%
NEVADA 92,188 11.5% 20 172,097 17.3% 8 86 7%
NEW HAMPSHIRE 70,854 7.7% 46 105.203 9.9% 36 40 5%
NEW JERSEY 688,699 9.4% 34 638,403 8.3% 40 -73%
NEW MEXICO 245,114 18.8% 1 345509 22.8% 1 41 0%
NEW YORK 1,656,634 9.4% 3l 2,049.755 11.5% 28 23 1%
NORTH CAROUNA 668.728 11.4% 21 883,308 13.8% 20 32.1%
NORTH DAKOTA 52.615 8.1% 45 50.447 7.5% 47 -4.1%
0HIO 872,119 8.1% 44 1,031,230 9.6% 37 18 2%
OKLAHOMA 399,994 13,2% 12 592.995 18.0% 5 48.3%
OREGON 260,217 9.9% 29 397,160 14.6% 18 52 6%
PENNSYLVANIA 981,113 8.3% 42 949.608 8.0% 43 -32%
RHODE ISLAND 72,422 7.6% 47 71.051 72% 49 *1.9%
SOUTH CAROLINA 493.006 15.8% 5 406.552 11.9% 26 -17 5%
SOUTH DAKOTA 86.842 12.6% 15 104,051 14.7% 17 19 8%
TENNESSEE 536.142 11.7% 19 687,400 14.2% 19 28.2%
TEXAS 2,270,337 16.0% 4 3,621,720 21.4% 3 59.5%
UTAH 146,561 10.0% 28 198.706 117% 27 356%
VERMONT 52,373 10 2% 27 50.256 9.2% 39 o4 0%
VIRGINIA 473.667 8.9% 38 637,029 10.8% 30 34 5%
WASHINGTON 457,440 11.1% 24 579.781 12.8% 24 26.7%
WEST VIRGINIA 217.640 11.2% 23 245,160 12.9% 23 126%
WISCONSIN 273.431 5.8% 51 361,781 7.6% 45 32.3%
WYOMING 50,687 10.8% 25 54,968 10.9% 29 8.4%
TOTAL 24.501.212 10 8% 31,037,904 13.1% _299%

al Based upon March 1980 Current Population Surveys (CPS) estimates adjusted to
reded changes in survey demgn implemented in the March 1988 CPS.

b/ Based ujxsn percent uninsured.

¢l Based upon March 1988 CPS data.

SOURCE: Lewin/ICF estimates.
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TECHNICAL APPENDIX
Methodology Used to Project State
Health Expenditures in 2000

In this analysis we developed estimates of total health expenditures in each state
by source of payment in 1980 and 1987. We also developed projections of future health
expenditures by state in selected years under current policy and alternative health care
financing scenarios. This appendix describes the methods used to develop these
estimates.
A HEALTH EXPENDITURES BY STATE

We developed estimates of health expenditures by source of payment for the 50
states and the District of Columbia in 1980 and 1986 using available data. For both
years we presented estimates of the following categories of personal health care

expenditures:

. Direct payments by households.

. Employer health insurance payments.
. Payments by other private sources.
. Medicare payments.

. State Medicaid expenditures.

. Federal Medicaid expenditures.

. Payments by other public sources.

State-level data on Medicare and Medicaid spending were obtained from the
Health Care Financing Administration (HCFA). However, information on other health care
expenditures by state and local governments in largely unavailable from existing data
sources. Data on health spending by households and employers are also unavailable at
the state level.

Due to the lack of state-level health expenditures data, we estimated state
spending using techniques that reflect the unique socio-economic composition cf the
population in each state. We developed these estimates for 1980 and 1987 using the

following three steps:
LEWIN/ICF
A Haalth & Sciancaa International Company



. Develop First Stage estimates. We estimated total expenditures by source
of payment based upon the socio-economic composition of the population
in each state. The Lewin/ICF Health Benefits Simulation Model (HBSM) was
used to estimate per-capita health spending for each source of payment by
age, income, geographic region, and health insurance status. Using these
per capita health spending estimates, we estimated total health spending in
each state based upon state-level data on the distribution of persons by
age, income, and insured status as reported in the Current Population
Survey (CPS) for 1980 and 1987.

. Adjust First Stage Estimates to Replicate Known Totals By State. We then
adjusted the first stage estimates to reflect the following known control
totals for 1980 and 1987:
-- Medicare spending by state.
-- Federal Medicaid spending by state.
-- State Medicaid spending.

In addition, we adjusted total health spending to reflect HCFA estimates of
relative differences in per-capita health spending by state in 1982.

. Adjust Second Stage Estimates to Replicate HCFA Estimates of National
Health Spending by Source of Payment. The state-level health spending
estimates developed in the second stage were adjusted to replicate HCFA
estimates of national health spending by source of payment.

These steps were performea separr ely to develop estimates for 1980 and 1987.

Projections of total health spending in each state were developed for each year

between 1988 and 2000 assuming current policy continues throughout this period.

These projections are based upon census projections of population growth by state and

HCFA projections of national health expenditures through 2000.

LEWINZICF
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ADDITIONAL TABLES

Sources of Paymentfor
Personal Health Expenditures

1980, 1990, 2000

Percentage D istribution



rmtiMAtro sources 0r payment ron personal Mrai tii cxpinoiiures in the year iqaoal

EMPIQYER MEOICAK)
STATE OUT or POCKF Th/ SPONSOR!D NON GROUP OTMI Il PRIV AIr Siair fEurnAi MEDICARE OTHER PUBLIC totai
ALABAMA 310 X 710 % 32 X 17 X 27 % 34 X 133 X 10 1 X <00 0X1
ALASKA 74 0 320 70 17 31 37 4n 27 3 <00 0
ARIZONA 253 303 32 10 00 00 143 234 100 0
ARKANSAS 107 101 43 17 34 01 130 109 100 O
CALIFORNIA ?2ln 759 73 13 30 30 140 73 M «00 0
COLORADO 747 37 A 2.0 13 30 34 103 72 3 «00 0
CONNECTICUT 70 B 34 3 07 1.7 50 30 17 1 10 100 0
DELAWARE 70 5 74 0 30 to 41 41 13 4 170 100 O
DISTRICT Of COLUMBIA 213 130 30 00 100 100 IN O 100 100 0
FLORIDA 300 100 31 1.0 10 23 230 17 0 «00 0
GEORGIA 311 235 4R 11 33 00 170 100 100 0
HAWAII 727 200 26 13 32 32 00 24 3 100 O
IDAHO 230 200 2B 14 27 33 PO 730 100 0
ILLINOIS 27 2 336 7.3 1.0 40 49 107 10 100 0
INDIANA 207 350 02 1.9 31 4.1 130 73 100 0
IOW> 7B.2 33 0 02 10 33 4.0 10 0 30 100 0
KANSAS 27 0 310 07 1.7 30 44 17 7 32 100 0
KENTUCKY 32.0 730 35 1.1 3.3 70 135 12 7 100 0
LOUI9IANA 303 7? 3 30 1.0 34 74 11 9 100 100 0
MAINE 29 1 207 70 14 4.2 00 10 3 09 100 O
MARYLAND 20 3 20 2 40 11 37 37 13.0 132 100 O
MASSACHUSETTS 26 6 300 30 1.2 PO 7.3 200 14 100 0
MICHIGAN 26 1 339 7.1 1.0 34 34 17 4 31 100 O
MINNESOTA 275 331 00 10 39 7.3 130 00 100 O
MISSISSIPPI 32.3 215 00 12 2.3 00 14 7 137 100 0
MISSOURI 29 2 325 00 19 24 3.0 19.0 20 100 0
MONTANA 235 270 20 14 34 01 109 230 100 0
NEBRASKA 29.4 334 04 1.0 30 4.0 10 3 33 100 0
NEVADA 22.0 29 4 20 14 2.0 2.0 127 239 100 0
NEW HAMPSHIRE 303 340 7.2 1.3 30 60 14 4 21 100 0
NEW JERSEY 27 0 34 0 0.7 13 3.7 3.7 107 14 100 O
NEW MEXICO 247 26 0 2.0 1.0 24 5.4 90 26 0 100 O
NEW YORK 24 9 274 5.0 11 10.6 100 10 2 13 100 0
NORTH CAROLINA 317 24.3 30 12 2.9 0.1 127 16 0 <00 0 (
NORTH DAKOTA 20 6 322 0.0 2.0 2.7 4.3 17 4 43 100 0|
OHIO 207 350 03 17 33 4.1 10.2 17 «00 0
OKLAHOMA 30.7 21.2 3.1 1.0 3.0 0.3 130 102 100 O
OREGON 22.0 20 5 2.0 14 3.3 4.1 120 ?4 4 100 O
PENNSYLVANIA 200 327 7.1 13 4.0 4.9 197 14 100 0
RHODE ISLANO 200 320 6 4 11 0.2 0.5 10.2 16 100 0
SOUTH CAROLINA 30.1 199 4.3 11 3.3 00 105 220 100 0
SOUTH DAKOTA 300 303 00 2.4 27 59 13.1 39 100 0
TENNESSEE 31.5 237 52 11 2.7 6.2 14.4 132 100 0
TEXAS 320 236 4.9 1.2 32 4.3 14.4 15.3 100 0
UTAH 24 2 32.1 2.7 1.4 24 3.1 73 24 B 100 O
VERMONT 28.7 320 7.1 13 46 100 13.3 10 100 0
VIRGINIA 30 4 24 4 3.1 1.0 35 4.3 129 10 3 100 0
WASHINGTON 22.2 279 26 14 4.4 4.4 104 26 7 100 0
WEST VIRGINIA 335 241 53 11 21 4.4 13 4 14.0 1000
WISCONSIN 20 1 34 2 7.0 15 37 7.9 13.9 10 100 0
WYOMING 23.3 324 2.5 1.5 22 22 07 20 2 100 O
TOTAL 274 % 205 % 50 % 14 X 46 % 3.7 % 102 % 105 % «00 ox

*[ Includes personal heallh expenditure* ind administrative costs.
b/ Does not Include employee share of premlumo for employer-sponsored Insurance. These payments are Included In the "Employer-Sponsored* column.

SOURCE: Lewin/ICF estimates



FTVATEDSCLRCES CFPANVENT FVPERIONAL HA THEEENITURES INTHE YEAH 1000

EMPLOYER ME HIC AID
OTATE OUT OF POCKET by 0PONSOftro NON GROUP ~ OTHER PRIVATE STATE FEOERAI MEDICARE ~ OTHER PUBLIC JQTAL
ALABAMA 700 % 1Y% 44 % 11y 17 % 45 o 20 3 % 17 4% 100 0X
ALASKA 20 9 344 24 10 4.0 40 69 100 to0 0
ARIZONA 243 20 4 30 17 27 4.0 16 0 175 t00 0
ARKANSAS 30 0 too 4.2 12 22 02 210 153 1000
CALIFORNIA 240 30 3 20 17 42 4.2 173 133 1000
COLOMAOO 20 t 332 33 1.7 30 30 120 10.1 t000
CONNECTICUT 290 373 40 1.1 90 9.0 17t 1.1 t000
DELAWARE 20 4 230 43 00 4.3 43 to 0 142 t000
DISTRICT OF COLUMBIA 20 9 19 4 32 0.7 1.7 117 22 t u 7 tooo
FLORIDA 200 to 0 o4 1.0 20 30 237 120 t000
QEORGIA 20 0 223 4.2 0.0 36 70 103 to 0 t00 0
HAWAI 24.0 34.3 33 1.7 30 3. to 0 173 tooo
IDAHO 29 2 30.1 3.0 1.0 20 0.2 130 173 tooo
ILLINOIS 20 0 330 90 1.7 40 40 22.0 17 to00
INDIANA 27.4 323 00 1.0 3.8 00 170 3.0 too 0
I0WA 27.7 333 00 1.7 3.7 3.4 20 3 07 1000
KANOASQ 270 349 03 1.0 3.4 3.4 200 30 too 0
KENTUCKY 211 20.2 30 1.0 3.0 09 170 173 to0 0
LOUIBIANA 20 7 10.1 3.7 10 3.0 0.4 102 21.3 1000
MAINE 297 320 90 11 40 too 171 23 t00 0
MARYLAND 21.3 230 4.0 0.0 4T 4.7 10.7 130 t00 0
MASSACHUSETTS 24.0 34.4 4.2 11 0.0 0.8 202 10 too 0
MICHIGAN 25.5 334 90 1.0 4.2 59 21.0 2.4 too 0
MINNESOTA 27.0 300 0.2 1.7 0.1 7.0 130 13 to0 0
MISSISSIPPI 20 9 103 30 1.1 2.4 00 17.0 103 to0 0
MISSOURI 2722 320 03 1.7 2.7 4.1 22.0 23 tooo
MONTANA 23.4 20.7 2.0 1.9 2.9 00 14.7 205 t000
NEBRASKA 20.0 34.0 7.3 1.0 3.3 4a 170 20 t000
NEVADA 290 332 32 1.0 2.3 23 13.7 150 t000
NEW HAMPSHIRE 30.2 35.4 4.0 1.3 4.3 53 104 2.1 to0o
NEW JERSEY 20 2 340 4.3 1.2 0.0 0.0 20.2 10 t000
NEW MEXICO 230 20.4 3.0 1.0 3.2 7.0 123 205 too 0
NEW YORK 233 20 3 40 1.1 103 10.9 20 4 I8 to0 0
NORTH CAROLINA 31.0 233 4.0 1.1 3.1 0.9 10.0 140 to0 0
NORTH DAKOTA 293 30 0 0.3 1.9 9.0 0.1 20.0 40 1000
0HIO 290 322 0.1 1.0 4.0 04 21.3 2.1 t000
OKLAHOMA 20.7 202 42 1.1 4.3 0.0 10.7 15.0 1000
OREGON 23.4 300 3.2 1.7 2.0 4.2 13.1 17.0 1000
PENNSYLVANIA 20 2 31.4 3.2 1.2 41 5.4 0 25.4 1.2 too 0
RHODE ISLAND 20 1 31.0 3.0 1.1 0.4 0.3 107 1.0 t000
SOUTH CAROLINA 30.1 23.3 4.3 1.1 2.7 1.1 14.0 105 1000
SOUTH DAKOTA 20 2 32.0 04 1.0 3.1 0.9 10.3 2.0 too 0
TENNESSEE 29.0 209 4.4 1.0 3.0 7.1 10.3 194 1000
TEXAS 32.1 221 4.2 1.2 3.1 3.9 170 150 1000
UTAH 252 35.5 20 1.7 2.1 9.0 10.3 17.0 t000
VERMONT 20 0 341 3.0 1.2 4.3 0.7 15.5 1.7 to0 0
VIRGINIA 30.1 24.1 4.4 1.0 3.0 4.1 15.0 10.7 t00 0
WASHINGTON 230 30.2 20 1.7 5.1 3.1 14 . 173 too 0
WEST VIRGINIA 20 5 10.0 44 0.0 2.7 6.0 107 103 too 0
WISCONSIN 200 340 0.3 1.4 4.4 0.0 10.0 32 too 0
WYOMING 25.1 320 3.2 1.7 2.4 2.4 13.1 103 too 0
TOTAL 20 7 % 207 % 45 % 1.4 % 4.5 % 5.7 % 102 % 04 % 100 0%

«/ Includes personal health expenditures and administrative costs.

b/ Does not Include employee share of premiums lor employer-sponsored Insurance. These payments are Included In the '"Employer-Sponsored* column.

SORE LennCFedinates



ESTMATEDSOLRCES Cf PAYVENT ron FERRONAL HATHEXEENITURES INTHE YEP 20002/

employer- MEDICAID
STATE OUT OF POCKET h/ SPONSORED NON GROUP OTHrn PRIVATE STATE FEOERAL MEOICARJS OTHER PUBLIC TOT At
ALABAMA 20 1 X 200 % «3 % i2x 10 x 42 % 237 % 151 % 100 0%
ALASKA 20 » 34 7 24 22 47 47 71l 10 0 TOO 0
ARIZONA 24 1 29 O 29 10 20 43 08B 15 3 1000
ARKANSAS 30 2 100 42 13 71 59 24 5 133 1000
CALIFORNIA 23 7 29 0 27 19 40 4.0 20 3 13 3 1000
COLORADO 20 0 33 1 33 10 30 30 14 3 14 2 1000
CONNECTICUT 25 1 30 4 40 12 55 55 20 7 10 1000
DELAWARE 20 9 23 ? 45 10 40 40 220 1? 3 1(X)0
DISTRICT OF COLUMBIA 20 1 15 1 32 00 1 1 1 1 250 12 7 to0 0
FLORIDA 20 f) 19 2 43 1t 2 fl 33 20 fl 100 1000
OEONGIA 20 R 22 1 41 10 34 07 10 2 14 B 1000
HAWAII 25 0 34 5 35 19 35 37 120 15 3 1000
IDAHO 25 1 29 9 30 10 20 0.0 1B 1 154 1000
ILLINOIS 25 B 3?2 5 57 10 37 37 25 1 14 1000
INDIANA 20 0 31 4 04 20 3.7 02 200 31 1000
1ow A 200 3?2 3 00 10 35 3.0 23 3 00 1000
KANSAS 20 7 33 4 6 3 17 32 32 230 25 1000
KENTUCKY 27 5 20 0 3B 11 3s 02 20 7 153 1000
LOUISIANA 20 5 10 9 32 1.1 35 01 215 107 1000
MAINE 250 32 0 55 1.2 45 100 199 20 1000
MARYLAND 20 9 22 7 40 10 44 44 22 0 14.7 1000
MASSACHUSETTS 24 0 33 3 40 1.2 04 04 23.3 13 1000
MICHIGAN 24 0 32 2 .50 1.7 30 3.1 24 B 20 1000
MINNESOTA 27 4 30 1 01 10 57 0G 15 1 11 1000
MISSISSIPPI 20 2 10 1 3B 12 23 04 21 0 10 0 too 0
MISSOURI 26 2 31 6 01 1.0 2.3 3.0 28 1 1.0 1000
MONTANA 23 3 26 0 2B 1.7 34 00 17 4 10 1 1000
NEBRASKA 20 0 33 7 71 1B 3.1 4.1 19 7 23 1000
NEVAOA 259 32 B 31 2.0 22 2.2 10 4 13.7 1000
NEW HAMPSHIRE 29 4 34 5 47 10 4.1 40 100 1e 1000
NEW JERSEY 25 3 33 5 41 1.3 5.0 30 23 2 14 too 0
NEW MEXICO 25 6 20 4 30 2.0 3.1 00 K.9 10.1 1000
NEW YORK 22 0 27 0 39 12 00 0.0 23 5 14 1000
NORTH CAROLINA 30 7 230 46 12 2.0 0.0 10 0 12.2 1000
NORTH DAKOTA 24 0 29 9 B ? 17 46 3.7 23 1 4.2 1000
oHIO 24 7 310 59 17 2.3 0.0 24 7 1.7 1000
OKLAHOMA 29 3 19 9 41 1.2 4.1 3.0 210 138 1000
OREGON 252 30 5 32 10 2.5 4.0 17.0 140 1000
PENNSYLVANIA 25 1 300 50 13 30 40 200 10 1000
RHODE ISLAND 25 3 30 6 49 12 00 7.7 22 7 1.0 1000
SOUTH CAROLINA 29.9 23 2 45 1.2 2.0 0.0 17.3 14.3 1000
SOUTH DAKOTA 27 4 310 6 2 2.0 2.0 0.1 222 2.3 1000
TENNESSEE 205 20 5 43 11 2.9 0.7 22 0 134 1000
TEXAS 31 6 22 3 41 1.4 2.0 3.4 200 130 1000
UTAH 25.2 35 5 26 1.0 2.0 3.4 12 3 13 1 1000
VERMONT 28.2 33 3 56 13 4.0 0.1 17 9 14 1000
V'RGINIA 29 0 23 9 4.4 1.1 3.5 3.0 10 0 140 1000
WASHINGTON 23 5 30 0 29 19 49 4.0 18 0 132 1000
WEST VIRGINIA 20 2 10 4 4.4 1.0 20 0.5 22 0 16 0 1000
WISCONSIN 25.2 33 0 Gt 15 41 50 21 0 27 1000
WYOMING 25.0 32 7 32 10 2.3 23 155 17 0 1000
TOTAL 20 1 % 27 0 X 43 % 15 x 4.2 % 3.3 % 22.2 % 04% 100 0%

at Includes personal heallh expenditures and administrative costs
b/ Does not Include employee share of premiums for empioyer-sponsninll r.T*ro thm?* payments ere Included In lhe 'Employer-Sponsored* column.

SORE LeanC-edingtes



STATE OF ALASKA
HEALTH CARE COST CONTAINMENT
TASK FORCE REPORT
70
THE SEVENTEENTH LEGISLATURE

RELATING TO THE ACCESS, QUALITY, DELIVERY AND
FINANCING OF
HEALTH CARE FOR ALL ALASKA RESIDENTS

WITH
SUMMARY OF FINDINGS AND RECOMMENDATIONS

FEBRUARY 1991



STATE OF ALASKA
HEALTH CARE COST CONTAINMENT
TASK FORCE

MEMBERSHIP

SENATOR JIM DUNCAN, CHAIRMAN
REPRESENTATIVE MIKE NAVARRE.VICE CHAIRMAN
SENATOR DRUE PEARCE
REPRESENTATIVE MARK BOYER
MS. MICHELLE CASTANEDO
MR. BRUCE CUMMINGS
MR. DON HITCHCOCK
MS. BARBARA HUFF
MS. KAREN PERDUE
MR. GREG OCLARAY
MR. JEFFREY MALEK, CONSULTANT



STATE OF ALASKA
HEALTH CARE COST CONTAINMENT TASK FORCE

REPORT TO THE SEVENTEENTH LEGISLATURE

INDEX

EXECUTIVE SUMMARY ...ituiriiiireeesensi et sssseees SECTlOIu\l
TASK FORCE WORK PLAN &OBJECTIVES....oocivsmsnsinsirssrssssssssssssssin 1
STATE EMPLOYEE AND RETIREE HEALTH PLAN UPDATE / RESULTS........2
HEALTH CARE EXPENDITURES INALASKA & U.S....ccviviiiriniirriienrereneneens 3
CAUSES OF RISING HEALTH CARE COSTS IN ALASKA.....ccovivmriirrnrirrenen, 4
HEALTH CARE DELIVERY SYSTEM FINDINGS AND SURVEY RESULTS.......5
TASK FORCE RECOMMENDATIONS .....vuuiiirriiisireeeriesieeensesesss e 6
OPEN / UNRESOLVED ALASKA HEALTH CARE DELIVERY ISSUES.............. 7
ATTACHMENTS ..ottt sttt 8



FXECunvE -SiM dm :

The purpose of this section of this report is to give an overall
perspective of the problems facing Alaska with rapidly rising health
care costs and illustrate Task Force recommendations that provide
solutions to assure affordable quality health care access to all
Alaska residents.

OVERVIEW

Health care costs in Alaska are rising at a pace two and three times
the inflation rate for all other goods and services. In 1990, total
Alaska health care expenditures are estimated to be in
excess of $1.5 billion up from $480 million in 1979,
Without a plan for a long term health care delivery system,
quality assurance, and fmancin? management, total health
care expenditures in Alaska will exceed $10.0 billion by
the year 2000 of which the state governments portion will
be $3.0 hillion, (see exhibit one on page 10)

Health care expenditures in Alaska have been rising at a rate of over
20% each of the last five years. These trends are not unique to
Alaska alone. Health care expenditures in the U.S. exceeded $606
billion in 1989 and consumed twelve percent of our Gross National
Product. Nationally, the Federal Government and virtually all other
states are seeking ways to reduce these expenditures or slow the
health care inflation rate to be in line with the market basket
Consumer Price Index.

These rapidly rising costs further exacerbate the uninsured
population in Alaska, recent estimates indicate that more
than 90,000 Alaska residents are uninsured. At this rate
twenty-five percent of Alaskas' Eppulation will be
uninsured by the year 20001(see exhibit two on page 11). These
increase in costs have substantially driven up health insurance
premiums for all employers, making it very difficult if not
Impossible, to continue to provide or offer coverage.

1 Families U.S.A. Foundation



The Health Care Cost Containment Task Force initially was charged
with the task of investigating, analyzing and recommending ways to
reduce or stabilize the health insurance costs for State of Alaska
employees, retirees and their dependents

With these recommendations implemented, the monthly premium
cost was reduced and stabilized at $385.00 until January 31, 1992,
gasultlng in net savings in excess of $20 million for FY 90

The Task Forces®" charge was expanded earlv lasi session to include
reviewing the delivery, quality, access and financing of health care

for all Alaska residents,

The Task Force, in its expanded role, has investigated the Eroblem of
rapidly increasing health care costs in Alaska throuah public
testimony, surveys, research (statewide and nationally) and a
detailed analysis of potential solutions.

During this review the Task Force has identified not a sole culprit
but numerous contributing factors that must be reviewed in an all
encompa_ssm(}; manner to _Frowde the best long term solutions. The
contributing factors identitied by the Task Force include:

Inefficient Medical Care Delivery Systems
Overbuilt Health Care Facilities
Cost of New Medical Technology and Facilities
Malpractice Insurance and Protective Measure costs
Limited Competition For Providers / Insurers
Health Care Delivery System Waste, Overhead And
~Administrative Costs

Limited Wellness Promotion And Resources

Large Population of Linder / Uninsured Residents
Cost Shlftln%.Between Health Plans and Programs
Life Style Diseases and Injuries

Mandated Benefit Coverage

Limited Access to Private Health Plans

* Ok k% k%

* o

2 1990 Health Care Cost Containment Task Force Report
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No Managed Care Delivery Systems in Place
* Lack of End User Involvement and Education

Although a _IonP and far reaching list each contributing area must be

comprehensively addressed to achieve the stated goal of stabilized

Klledlkcal costs in Alaska and basic health care access for all
askans'.
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The Health Care Cost Containment Task Force has been reviewin% the
causes for the rapidly rising costs in the State of Alaska not only
for State sponsored plans, but health care costs statewide.

].. Health care expendltures |n AlaSka have increased 300% over the

last 10 years, the second highest in the nation

2. The health care expenditures portion of the state of ataska budget
is the fastest growing component of the whole budget, 385.5 Million
in FY 90, and at this pace will exceed 3.0 Billion in FY 2000 (see
exhibit one on page 10).

3. The number Of uninsured residents in Alaska haS mcreased at al
alarming rate t0 an estinatea 90,000 UNINSUred residents,

representmg 16.5% of the total population in Alaska. At this rate
twenty five percent of Alaskas®™ population will be uninsured by the

year 2000 (see exhibit two on page 11).

4. The cost of providing health coverage for state emproyees and
their dependents haS been FedUCed and sta_bilized at $385.00 (per
mo_nth, per employee) for FY 90 and 91. ThIS Compares fav0rab|y
with the most recent Survey of State's health care plans that
ShOWGd only one other state (Arizona) Whe_re premiums were
reduced, and only three other State's premiums were held at the
1989 level3. It Is important to note that while these were
important short term measures, a long term solution to this problem
must be implemented soon to avoid further large rate increases.

5. One area that has come to light, and is sanificant in its impact on
health care exPense_sl s cost or liability shltm? between programs.
It is an item of significant impact. When a health program either
reduces benefits or payments the natural reaction by health care
providers is to shift those costs to other payors.

3 1990 Martin A. Segal Company Summary of State Health Plans

[



SURVEY RESULTS

The survey done by the Task Force was designed to give greater
insight to health insurance plans offered by Alaska employers, the
costs for these plans, who Is covered by health insurance, along with
additional data and perspectives from health care providers.

Over 300 surveys were mailed to various groups in Alaska including,
municipalities, school districts, health care providers and private
sector employers.

The survey questions were tailored to gather specific information
relative to each category of respondent.

Questions ranged from those eligible / ineligible for employer health
plans, number of employees, plan design, employee / employer
contributions, cost containment measures implemented, premium
costs, ideas to help reduce ever increasing health care costs and the
reasons for these increasing costs. The questionnaires sent to
health care providers had additional questions to determine their
specific _persPectlve about rlsm% health care costs and certain
corqtrlbutmg actors e bad debt, malpractice insurance costs and
others.

The survey results gave us information that previously was not
available such as, range of employer sponsored health plan designs,
eligibility, associated premium costs, cost containment strategies
emploged, respondents perspective, and impressions about the health
care delivery system in Alaska.

In comparison to the State of Alaska active employee health plan,
the survey results showed that the state no longer had either the
most expensive health plan (64% of respondents plans premium or
premium equivalent was in excess of the states $385. per month)
and no longer was the States plan the best in coverage (54% of
respondents provide similar or better benefits).



Surprisingly 94% of the respondents do offer some form of health
insurance to their full-time employees while none of the .
respondents provide coverage for part-time, seasonal, or occasional
employees.

The majority of resgondents have implemented ways to reduce their
health plan costs. Seventy one percent of respondents have
implemented at least two cost containment measures. Sixty percent
have also made benefit changes in the last two years.

In addition respondents also are implementing alternate financin? of
health insurance. Thirty one percent of the respondents have sel
insured their plans.

The survey confirmed earlier information that the majority of health
insurance in Alaska is underwritten by three carriers, Aetna, Blue
Cross and Great West insurance companies.

THE FUTURE

The State of Alaska Health Care Cost Containment Task Force has
reviewed and recommended ways to reduce health care costs in the
short term, but in order to assure quality affordable health care
grotectlon for all Alaskans a long term strategy such as the Alaska
tate Health Resources Authority (ASHRA) outlined in the legislative
recommendations, section 8, of this report must be implemented.

In addition, because of the size and scope of the health care related
problems facing the state of Alaska the Task Force recommends that
a group comprised of a cross section of Alaska employers, health
care providers, legislature, Executive branch, nonprofit, uninsureds
and consumers continue the work of the Health Care Cost
Containment Task Force to continue towards the goal of assuring
quality affordable health care for all Alaskans.



EXHIBIT,, QME

Exhibit; one demonstrates the rise in health care spending in Alaska
from 1980 through the year 2000.

H.C.C.C. TASK FORCE EXHIBITONE

$10,001,000,000.00
$9,001,000,000.00
$8,001,000,000.00
$7,001,000,000.00
$6,001,000,000.00
$5,001,000,000.00
$4,001,000,000.00
$3,001,000,000.00
$2,001,000,000.00
$1,001,000,000.00

$1,000,000.00

1980 1985 1990 1995* 2000*

. ~Source, Noble Lowndes
llustrates total health care expenditures in Alaska

1980=$576. million, 1985=8852. million, 1990=$1.608 bhillion
1995=$4.0 billion*, 2000=$10.0 billion*

llustrates health care spending by the State .

1980=$75. million, 1985=§175. million, 1990=§350. million
1995=$1.068 billion*, 2000=$3.26 billion*

* pstimate
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EXHIBIT; TWO

Exhibit two illustrates Alaskas total population and the population
of residents without health insurance (uninsured).

H.C.C.C. TASK FORCE EXHIBITTWO -COMPARISON OF ALASKAS
UNINSURED TO TOTAL POPULATION

_ Source, Noble Lowndes
Illustrates total “aska population.

1980- 401,000. 1985- 522,000, 1990- 534,000
1995- 547,000, 2000- 560,000

lllustrates the uninsured population in Alaska.
1980- 30,000, 1985- 40,000, 1990- 90,000

1995- 120,000*, 2000- 140,000* .
* estimates
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WORK PLAN AND OBJECTIVES

One of the major realizations of the previous year's work was that
the health cost experience and expectations of any one particular
group, such as state employees, cannot be viewed in isolation.
Influences from the cost of service to all other health care
consumers and correlated systemic factors contribute a significant
portion to any one group's eventual cost, regardless of use.

Last session the work plan for the Task Force was redesigned to
address unresolved health care cost issues identified in the
February, 1990 report to the legislature. These issues included
concerns about such long term and destabilizing effects as cost
shifting, uncompensated care, and health delivery system
inefficiencies.  Other issues were identified that in a preliminary
way heid promise for some measure of control or alleviation of the
health care cost spiral. In addition to this work, the Task Force
would monitor closely the effects of cost containment measures
established for state employee health plans and seek appropriate
containment measures for retired public employees.

The main objectives of the plan were to understand, in as complete a
manner possible, the financial nature of Alaskans' health care and
health care delivery system. Secondly, the Task Force sought a
broad spectrum of opinions about what could be done to preserve or
improve access to quality affordable health care for all Alaskans in
the context of financial trends and constraints.

13



These objectives were served by analyses of all health care funding
and expenditures in the state, and informational surveys of
municipalities, school districts, health care providers, and health
care facilities. Information on the Alaskan perspective was
additionally obtained from three public hearings and other meetings
with the following groups:

Alaska School Board Association

Alaska Municipal League

Alaska Municipal Finance Officers' Association
Alaska Hospital and Nursing Home Association
Alaska State Medical Association

Alaska Chiropractic Society

Anchorage Medical Society

Alaskan private sector employer group
National Education Association of Alaska
Alaska State Employees Association

Public Employees Retirement System Advisory Board
Teachers Retirement System Advisory Board

* % k% ok kK kK X X

The Task Force recognized that the health care problems it was
addressing were also being discussed in other states, public forums,
and by research groups throughout the nation. Indeed, the issue has
attracted considerable attention in professional journals and other
print media. An appreciation for the larger context of health care
cost and access, viable solutions were gained through meetings and
discussions with the following:

National Governors' Association Conference on Affordable
Health Care

American Federation of State, County and Municipal Employees,
Washington, D.C.

Families USA Foundation (Senior citizen advocacy group)

14



* National Leadership Commission on Health Care
*  Physicians Payment Review Commission (Congressional)
¥ State of Maryland, Health Services Cost Review Commission
State of Washington
*  State of Hawalil
*  State of Minnesota
*  State of Wisconsin
State of Arizona
*  State of New Mexico
State of Massachusetts
State of Oregon
State of Oklahoma
State of Utah
State of Kansas
State of South Carolina
State of Louisiana
*  State of California
*  State of Colorado
State Alliance for Universal Health Care

* % % ok

The health care funding and expenditure analyses were based in part
on all federal, state, and local government expenditures for
different categories of health care and groups of people. State data
included, in addition to employee and retiree costs, the health costs
of prisoners, medicaid, Pioneer Homes, Alaska Psychiatric Institute,
and rural health aides, among others. Similarly, federal data
included military and military dependents' expenditures, Indian
Health Service, veterans, and medicare. In all categories the number
of Alaskans benefitted were determined or estimated. Alaska
Department of Labor statistics were used for the private sector
labor force to estimate the private sector's contribution. Two
recent studies, the 1990 Health Care Cost Containment Task Force
Report and the Families USA Foundation gave new estimates of the

15



number of Alaskans who are without health insurance or any other
type of medical care. In contrast to the funding and expenditure
side, revenue reports of all major health care institutions were
obtained and consolidated.

Municipalities and school districts were target groups for the
informational survey because they are large employee groups whose
health care cost increases most directly affect state budgetary
considerations.  The survey sought specific information on their
health plan cost increases over the last ten years, the nature of the
benefit, and cost containment features employed. The survey also
had questions on the effectiveness of cost containment measures
and solicited opinions on what could done to slow medical inflation.

Survey forms sent to health care facilities and health care providers
were to determine the nature of their employees' health care
coverage and cost experience. Additional information requested
concerned the nature of their business as

providers.  This information included percentages of practice
devoted to different categories of payors (medicare, medicaid, state
employee, et. al.), the amount of uncompensated services, its
increase, and the amount of fee and rate increases over the last ten
years.

The expenditure and funding analyses and the survey information
provided a useful foundation for meetings with the Alaskan groups
listed above. They illustrated the overall nature of the issue and
brought focus to the discussions. In addition to the information
gained, the meetings with the second group listed above underscored
the gravity with which other health care professionals, public
officials, labor and management organizations view the health care
cost and accessibility issue. It gave the Task Force a sense of
commonality in its search for a solution.

16
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STATE OF ALASKA
EMPLOYEE AND RETIREE HEALTH PLAN UPDATE

The Health Care Cost Containment Task Force continued to review
and monitor the heaith plans for actives and retirees during the last
year.

ACTIVE EMPLOYEE. HEAUILELAN

This work resulted in the continued moratorium on premium
increases for the active emPonees plan. This resulted in the
monthly premiums being held at the § 385.00 level until January 31,
1992 allowing state agencies substantial relief from increasing
costs associated with health insurance. This resulted in savings in
excess of $20 million for FY90, 91.

The Task Force strongly encourages the State to continue to review
the possibility of self or alternate funding the plan to improve the
glans financial position and overall management. In addition, the
tate should during the Request For Proposal process for the state
lan request proposals for both an all inclusive and unbundled basis.
hat is, major components (cost containment, utilization review,
etc.) should he bid collectively and separately to determine the most
advantageous end result.

RETIREES HEALTH PLAN

The Task Force reviewed and recommended cost management
techniques that could be utilized by the retirees heath plan to
improve the plans financial experience, without compromising the
current level of benefits.

These recommended cost management techniclues were ratified by
the Public Employees Retirement System and the Teachers
Retirement System boards and are currently being implemented.
These changes will not only reduce the premium requirements but
also may improve the funds future.
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HEALTH CARE EXPENDITURES IN THE UNITED STATES

The amount spent on health care In the United States
exceeded $606 billion in 1989, which i3 approximately
twelve percent of our gross national Product. Health caro
expenditures in the U.S. are increasing at the rate of approximately
twenty percent per year each of the last five years

The U.S. spends $1,152 million per minute on health care
and is increasing $230,000. per minute.

The U.S..Sﬁends 12 % of our GNP on health care more than any of our
allied neighbors (Canada=7.5%, Japan=8%, Great Britain=7%). These
expenditures have a substantial negative effect on o r ability to
remain competitive in the world market place.

Health care expenses consumed 11.6% of U.S. residents disposable
income in 1989 and impacts every purchase decision made today.
For example it is estimated that $700.00 of the purchase price for
each new Chrysler automobile goes to pag for emploK_ee health care,
as compared to foreign models at about $300.00. This demonstrates
the additional financial burden of this sizable expense on our ability
as a nation to compete in world markets for products and services.

Am?fricans spent more for health care in 1989 than we did for food
stuffs.

Of substantial additional concern is that while « a nation we spend
more on heath care than any other nation (12% of Gu 3|, fewer have
access to health care protection, it is estimated that m8 million U.S.
residents are without health insurance.

ALASKA HEALTH-CARE-EXPENDITURES

The amount spent on health care in Alaska exceeded $1.5 hillion in
1990 up from $480 million in 1979. Alaska health care expenditures
are increasing at the second fastest pace of the fifty states.



Alaska spends approximately $2850.00 per minute on health care and
is increasing by $534.00 every minute. At the current rate of
growth, and without health care reform, the total health care
expenditures in Alaska will exceed $10 billion by the year 2000.

Even though Alaska continues to spend more on health care there are
fewer residents covered by health insurance. The Task Force
estimates show that 90,000 Alaska residents are uninsured and
W|thou2t0861ange 25% Alaskas' population will be uninsured by the
year .

With the increasing economic burden of health care expenditures,
and the increasing number of residents without health care
protection, Alaska is at a greater disadvantage than other states and
nations to further its economy.

EXHIBITS THREE THRU SEVEN (On the following pages)
SOURCE: NOBLE LOWNDES 1991

Exhibit Three illustrates 1989 U.S. health care expenditures by
source of payment, private sector employers, federal programs,
state and local government programs, consumers and all others.

Exhibit Four illustrates 1989 Alaska health care expenditures by
source of payment, private sector employers, federal programs,
state and local government programs, consumers and all others.

Exhibit Five illustrates Alaska health care expenditures from 1979
to 1989 and breaks down by payor (private sector, federal programs
and state programs)

Exhibit Six illustrates Alaska state spending for 1989 categorized
by program, medicaid, employees, retirees, municipal and political
subdivisions, workers compensation, and other state funded health
programs.

Exhibit Seven illustrates total Alaska health care expenditures as

compared to total population to determine per capita expenses for
health care.
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HCCC-TF EXHIBIT THREE

PERCENT OF U.S. HEALTH CARE EXP. BY SOURCE OF PAYOR

OfHER 2.40% STATE/LOCAL
11.51% COVT

CONSUMERS  24.52%

30.23% FEDERALGOVT

31.33%
PRIVATE

HCCC-TF EXHIBIT FOUR

PERCENT OF ALASKA HEALTH CARE EXP. BY SOURCE OF PAYOR

3.00% OTHER

CONSUMERS 10.00%
22.90% STATE/LOCAL GOVT

PRIVATE 25.60%

38.50% FEDERAL GOVT
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HCCC-TF EXHIBIT FIVE

STATE OF ALASKA HEALTH CARE EXPENDITURES 1979 VS 1989

600000000
500000000
400000000
300000000
200000000

100000000

PRIVATE FEDERAL STATE/LOCAL

HCCC-TF EXHIBIT SIX

1989 STATE OF ALASKA HEALTH CARE EXPENDITURES BY STATE
PROGRAM

OTHER STATE PROGRAMS $28 STATE EMPLOYEE/RETIREE PLAN $110 M

MUNI/POLY SUBS $40

WORKMANS COMP.$ 11
MILLION

MEDICAID $121 MILLION
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HCCC-TF EXHIBIT SEVEN

STATE OF ALASKA
PER CAPITA HEALTH CARE EXPENDITURE ANALYSIS

1979-1989
1979 1984 1989
POPULATION 401,000 522,000 534,000
HEALTH CARE EXP. $480. MILLION ~ $710. MILLION  §$1.34 BILLION
PER CAPITA
HEALTH CARE EXP. §1197.00 $1360.00 $2524.00
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CAUSES OF RISING HEALTH CARE COSTS IN ALASKA

The Task Force in its expanded role, has investigated the problems
and causes of rapldlﬁ rising health care expenditures in Alaska. The
Task Force used public testimony, surveys, research (statewide &
nationally) along with a detailed "analysis of the delivery and
financing of health care in Alaska in its investigation.

During this review the Task Force has identified not a sole culprit
but numerous contributing factors that must be dealt with in an all
encompassing manner to provide long term relief and health care
expenditure management,

LIFE STYLE RELATED

Alaska residents like those in the lower 49 have seen increasing

health care treatments due to life style injuries and diseases.

These include alcohol and drug abuse, sports related injuries,

,%\e}nclsr, AIDS and heart disease as the major expenditure causes in
aska.

COST SHIFTING FROM OTHER HEALTH PROGRAMS

Alaska has to recognize the impact of cost shifting on the total cost
of health care. When other programs either cut hack or reimburse
providers at lower levels these liabilities are directly transferred
to other payors.

In addition, when programs make either enhancements or reductions
in benefit levels these add additional costs or program burdens.

UNINSURED/UNDERINSURED ALASKA RESIDENTS
It is estimated that there are 90,000 Alaska residents that are with

out health care protection, in addition there are a substantial
number that do not have adequate coverage.
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These residents are prevented from regular preventative care that
would eliminate more serious and costly future health care needs.
Also compounding the health care cost problem is when the
uninsured / underinsured residents receive treatment they cannot
afford.  This is recognized by the health care provider as
uncompensated care, but this cost is generally spread out among the
other payors.

NEED FOR PREVENTATIVE CARE. WELLNESS INCENTIVES AND
fdEALTH..CARE -EDUCATION

More and more evidence points out the significant value in promoting
wellness and preventative medicine. Through health education and
pro?rams that cover and promote preventative medicine Alaskans
could improve their overall health and help reduce unnecessary
expenditures.

Health care education and preventative medicine programs must be
designed with up to date information and continually” adjusted to
changing medical trends, flndln%s and advancements, These programs
must also continually educate the public and recognize changes in
lifestyle, surroundings and perception of health.

One example of a heath promotion, education and prevention Frogram
is the "Healthy Beginnings Program” recommended by the Health Care
Cost Containment Task Force and instituted by the State for the
employee health insurance plan in early 1990.

The "Healthy Beginnings Program" is a program for women and their
babies starting with the first trimester, with screening for
potential moderate cr high risk pregnancies to determine steps
necessary to eliminate or reduce the risk of a premature cr
unhealthy delivery.

The program centers around early intervention, education and

wellness along with continued communication with the mother
throughout her pregnancy.
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Since the inception of the "New Beginnings Pro%ram" mothers who
have participated in the program are reducing the number of low
birth weight deliveries. The pro%ram has also saved the State
Employee health plan millions of dollars.

Promoting health education, wellness and prevention is a cost
effective way to help assure Alaska residents are receiving health
care at the appropriate time and level of treatment necessary.

HIGH COST. QE.MEP1CAL.IECHNQLQGY AND.-WASTE

During the last five years two new facets of medical inflation have
come to light. These are new technology and waste in the medical
delivery system.

In recent years new technology in the form of equipment,
procedures, treatments and medicines has greatly improved our
ability as a nation to prolong life. While this has had a substantial
effect on being able to keep people alive it has also come with
substantial additional health care expenditures.

Alaska has also particiﬁated in this race for the newest and best
medical technology. While we too have been able to improve the
longevity of our residents the cost has been significant.

A method must be develpﬁed to assure that the technology is
available to residents without duplication or undue cost to the
health care delivery system. In addition we must weigh the benefits
and cost of any new technology that has a substantial effect on the
Alaska health care delivery system.

DIRECT AND INDIRECT MALPRACTICE INSURANCE COSTS

Malpractice insurance premiums and the associated costs continue
to be a significant component of health care expenditures in Al' ska.
While many attempts have heen made to improve and or reform the
systtem no significant in roads have heen made to reduce the overall
costs.
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Malﬁractice premiums paid to insurance companies are only one part
of the equation. Of equal |mPortance and much more difficult to
measure is the practice of defensive medicine by health care
providers attempting to avoid a "“claim”.

The problem is not oniy one of cost but of those providers who %0
without coverage or inadequate protection. It is estimated that
approximately 25% of physicians and 50% of obstetric / gynecologic
practitioners in Alaska are uninsured for malpractice.

The malpractice problem must be dealt with in any comprehensive
strategy to manage health care expenditures in Alaska, It should be
done on a systemic approach, including loss prevention, education,
financing of “protection and the ability to project and limit losses.

HEALTH INSURANCE CARRIERS ROLE

Health insurance carriers play an important role in the delivery and
financing of heaith insurance in Alaska. In Alaska their are only
seven insurance companies with any volume selling health insurance
policies. Three nonresident companies have control of
approximately 90% of the market place.

Alaska health insurance carriers have made constrictions in their
underwriting standards and at the same time generallYI set premiums
based on cost of claims plus overhead expenses & profit and
instituted cost containment programs.

This limited the risk for carriers but placed additional burdens on
access to health insurance adding to the population of those
underinsured / uninsured.

It is recognized that writing and servicing health insurance policies
in Alaska may be some what more expensive than in the other 49
states. However, Alaska is a large and growing marketplace that
needs affordable health protection.
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g-BQWffl. QEJMEMLMANPAI EP COVERAGES,AND...HEALTH,.CABE

Alaska like most other states has passed a number of measures

(sixteen since 1985) that mandate additional coverages for health

care services in health insurance policies. This proliferation of

leancliated coverages adds to overall heath care expenditures in
aska.

Although many of these measures can be justified, in the future all
measures that expand the mandated coverage list should be
evaluated by the legislature for total long term impact on the health
care delivery system in Alaska.

New health care specialties have become an important component in
the Alaska health care delivery system however, thetrade off is a
reduction in primary care providers especially in the rural areas.

HEALTH QARE PROFESSIONAL, TRAINING-ANP_BEIENIIQ.bi

The future of the health care delivery system in Alaska revolves
around the ability to train and retain qualltY health care
professionals in Alaska. The programs in place today must be
revisited and revised to keep up with the primary and emergency
care needs of Alaska especially in rural Alaska.

GENERAL OBSERVATIONS

Alaska has no central authority to provide health care planning,
review of delivery, quality, access, and financing of health care
protection. Alaska needs to have, in place, as the Health Care Cost
Containment Task Force recommended, long term strategies to
a?fsurde gre medical delivery system remains accessible and
affordable.
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ALASKA HEALTH CARE DELIVERY SYSTEM FINDINGS

The Task Force in its expanded duties reviewed the health care
delivery system in Alaska and its important role in managing health
care expenditures in Alaska.

During this review the Task Force_recoqnjzed the importance in
contlnum? the work already done in building a health care delivery
system of which we can be proud. But in order to continue to expand
andllmﬁ)rove the system certain long range plans and controls must
be implemented.

ALASKA-LABGE GEOGRARHI.C.-AREA-AND-RURAL ..EQEULATI.QN

Alaska has an enormous land area and residents in largely rural
areas that require health care. Alaska does have a good rural health
care delivery system, but it is not immune from the problems such
as long distance travel for care, limited health care services in
some areas, difficulty in attracting and retaining health care
professionals in rural areas and small facilities with limited
Services.

However only about 20% of the health care expenditures in Alaska
are expended in the areas outside of the cities of Anchorage,
Fairbanks and Juneau.

URBAN ALASKA HEALTH CARE DELIVERY SYSTEMS

Alaska expends about 80% of its health care dollars in it's three
largest cities (Anchorage, Fairbanks, Juneau) creatlng another set of
complexities in delivering heath care to Alaska residents.

Because the urban areas have Iarﬂer populations and many rural
residents receive health care in these cities, they are able to
?enerallly support more health care facilities and providers normally
ound in cities of like size.
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The isolation from neighboring states also creates the need for self
supporting health care delivery systems.

OUT OF STATE HEALTH CARE DELIVERY SYSTEMS

Alaska's health care delivery system relies on the systems of other
stat_%s ftor certain treatments and as an alternate choice for
residents.

Many Alaska residents choose to receive treatment or
hospitalization in other states for a variety of reasons. These
include the lack of available care in state or simply as a matter of
convenience or comfort.

It is difficult to determine the amount of health care that is
provided to residents by out of state providers. However, the out of
state delivery system provides an important alternate delivery
system and an equally important safety valve.

This system of receiving care must be continually monitored to
assure that it provides care with out detracting or escalating health
care costs for Alaska.

OTHER HEALTH_CARE_DELIVERY SYSTEMS IN ALASKA

Alaska has a number of other programs growldmg health care to
residents. These include, Indian Health Service _(I.H.Sg, Civilian
Health And Medical Programs for Uniformed S_erwcesé HAMPUS),
\S/et?rans Administration (VA), Medicare, Medicaid and Public Health
ystems.

In order assure and maintain an efficient health care delivery
sKstem_ in Alaska all systems must, when feasible, coordinate and
share information to prevent duplication, gaps in service and fueling
medical inflation.
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The survey dono hy the Task Force was designed to give greater
insight to health insurance plans offered by Alaska employers, the
costs for these plans, who is covered bﬁ health insurance, and
additional data and perspectives from health care providers.

Over 300 surveys were mailed to various groups in Alaska including,
municipalities, school districts, health care providers and private
sector employers.

The survey questions were tailored to gather specific information
relative to each category of respondent.

Questions ranged from those eligible / ineligible for emf)loyer health
plans, number of employees, plan design, employee/employer
contributions, cost containment measures implemented, premium
costs, ideas to help reduce ever increasing health care costs and the
reasons for these increasing costs.

Questionnaires sent to health care providers had additional
questions to determine their specific pers?ectlve about rising
health care costs and certain contributing factors i bad debt,
malpractice insurance costs and others.

The survey results gave us information that previously was not
available. ~ These includethe range of employer sponsored health plan
designs, -eligibility, associated premium costs, cost containment
strategies employed, and respondents _persFectlve, and impressions
about the health care delivery system in Alaska.

In comparison to the State of Alaska active employee health plan,

the survey results showed: .

(1) the state no longer had either the most expensive health plan
(64% of respondent's plans premium or premium equivalent
was in excess of the states $385. per month) and,

(2) no longer was the State's plan the best in coverage (54% of
respondents provide similar or better benefits).



With respect to the number of respondents offerin% health insurance;

(1) surprlsm?ly_ 94% do offer some form of health insurance to
their full-time employees while, _

(2) none of the respondents provide coverage for part-time,
seasonal, or occasional employees.

The majority of respondents have implemented ways to reduce their

health plan costs; .

(1) seventy one percent have implemented at least two cost
containment measures, and _ .

(2) sixty percent have also made benefit changes in the last two
years.

In addition respondents also are implementin? alternate financing of
health insurance. Thirty ono percent have self insured their plans.

The survey confirmed earlier information that the majority of health
insurance in Alaska is underwritten by three carriers: Aetna, Blue
Cross and Great West.

The survey asked specific questions about respondent's opinions
relating to cost containment techniques that have worked for them
and those that did not. Results showed that 55% of respondents felt
that second surgical opinions and preferred provider organizations
did not demonstrate significant savings. Seventy percent felt that
utilization review, large case management and self insurance had
positive results.

Respondents offered the following ways to control health care cost
(shown with the percent of respondents offering each).

Statewide plan........... 67%
Malpractice reform......... 55%
Regulate provider rates 53%

Provide insurance for uninsured..50%
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In addition, the survey asked res,oondents.their views of the major
contributors to rising cost of health care in Alaska (shown with the

percent of respondents for each).

Health care providers.......muen 67%
Malpractice INSUranCe............me. 64%
Overbuilt facilitieS. .....wmmersrvsen 59%
INSUFANCE CAITIEIS..oovvvvrsvvesserrsersren 59%
Plan MEMDEIS.....ovvrvsrvrsrrssrssrsssrsn 46%
NeW teChN0IOY . .vvrvvsrvrsrvrsrvssrssren 46%
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STATE OF ALASKA
HEALTH CARE COST CONTAINMENT TASK FORCE

RECOMMENDATIONS

The Health Care Cost Containment Task Force has over the last
twenty-two months reviewed the rapidly mcreasm? costs of health
care In Alaska and have identified not one sole cu ,orlt but many
pon'tArllbuI}mg factors that collectively drive the health care economy
in Alaska.

The Task Force has identified the following main components that
should be focused on as a minimum starting point to bring health
care expenditures in control for Alaska.

Cost shifting from other programs

Federal progiram cost shifting o

Improve health care delivery and financing systems
Uninsured / underinsured Alaska State residents
Accessibility of care

Mandated coverage costs _

ImProve the involvement and education for end users
Collect current and meaningful health care data
Institute preventative medicine programs

* %k Sk Kk ¥ Kk ok oF

The Health Care Cost Containment Task Force makes the following
recommendations which are designed to provide affordable quality
health care access for all Alaska residents.

A Create an authority that would establish and maintain health care
provider payment and utilization schedules taking into consideration
geographic location, actual provider cost, availability, and medical
necessity (potentllallg using an established system as a foundation).
The schedules will be used by all public sector employers and
available to private sector as well.
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And:

Would establish a voluntary health care protection procurement and
financing pool to maximize purchasing power for,
. State, local government and golltlcal subdivisions.
ii. Underinsured / uninsured for State residents.
il Public / small employers plan.
This authority would be governed by a board and would assure that
access to quality affordable was available to all Alaskans.

B. Collection and analysis of state health care utilization andcost
data, to recognize trends and recommend solutions to the
appropriate entity.

C. Expanded monitoring and certifying of facilities expansion and
substantial equlpment technological purchases to assure need and
eliminate dugmanon 0r unnecessary expense. This would require
revision of the C.O.N. statutes currently in place.

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

E. Provide quality affordable health care access for Alaska
residents who are underinsured / uninsured.

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

G. Promote health care professional training and retention in
Alaska.

H. Develop a way for the sole proprietor and small employer to
provide health coverage to employees and their dependents.

. Continue to evaluate alternate and self funding as an option for
the state employees and retirees plans. Include In the next Request
kIjor_ProposaI a request for bids on a comprehensive and unbundled
asis.
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J. Form a cross section focus task force to continue to study and
make recommendations to assure quality, affordable, health care
access for all Alaskans.

TASK.FQBgEJBJ;COMMANPATIQNS FOR LEGISLATION

The Task Force recognize_s the need for specific legislation to
provide for a comprenensive approach to produce cost effective
quality health care access to all Alaska residents.

Two separate but interrelated pieces of legislation are being
recommended and endorsed by the task force. These are:

ALASKA STATE HEALTH RESOURCES AUTHORITY JASHBAI

Creation of the Alaska State Health Resources Authority (ASHRA)

SB 83, HB 7' which once enacted would be empowered to manage the

aAclceEs, delivery, quality, planning and financing of health care in
aska.

The authority would be implemented in two phases:
PHASE ONE

By July 1, 1992 create and begin implementation of a statewide
health care provider reimbursement schedules and utilization
standards, which shall be used by all Alaska public employers and
avaHab_le for use by all other Alaska employers by application to the
authority.

This provision requires the authority to create a system or method
that streamlines or results in cost efficient payments to providers,
and includes schedules of maximum allowable Teimbursement for
health care related services. These schedules would be based on
actual provider cost, geographic regions, and availability of care. 1In
addition, this provision creates the statewide utilization standards
system to monitor, track and validate patterns of treatment by
health care providers. This assures that cost efficient and cost



effective care is provided with out compromising the quality of care
for participants in the authority.

The authority would also be required to issue an impact statement
on all certificate of need applications within 60_da?(s of notice, this
will allow the authority to determine the cost implication of these
proposed certificates or changes to existing certificates.

IMPACT

The goal of this phase is to reduce the rise in medical inflation for
Partlc!Pants in the authority to at or about Consumer Price Index
rom its current level of about 20% per year. Another goal is to
minimize cost shifting to other health care programs. With out this
Phase, health care expenditures in Alaska would top $10 hillion by
he year 2000. The State of Alaska's portion of this increase would
exceed 3.0 billion. At the same time the ranks of uninsured
residents would total 25% of our population, (exhibits one, and two)

PHASE TWO (optional procurement of insurance)

Beginning after July 1, 1992, the Authority is directed to procure or
provide comprehensive group health insurance for Alaska public
employers and other employers in the state who elect to participate.

This would expand the pool of subscribers and maximize the
opportunities for health care cost management and should realize
significant additional savings for those participating in the
authority.

In addition to creating the most comprehensive, cost effective, and

efficient method of providing a variety of types of health care plans,
the Authority must meet the coverage requirements resulting from

negotiated agreements.

The authority is also required to review and where feasible provide

health insurance protection for the uninsured and underinsured
Alaska residents.
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No later than January 1, 1993 the authority would develop and offer
a helalth insurance protection plan for the sole / small Alaskan
employer.

MEACI

Phase two would bring together the provider reimbursement and
utilization management comﬁ_onen_ts with the delivery and financing
of health care in Alaska. This will enable the state, through the
authority, to provide access to quality cost effective health care for
all Alaska residents.

ASHRA EXHIBIT ONE; illustrates the estimated impact on total and
the states portion of health care expenditures as compared without
the effect of ASHRA. Total health care expentitures would be
reduced in the year 2000 from $10 bhillion to under $6.0 billion and
the states portion would be reduced from $3.28 billion to $2.0
billion.  For a total estimated cost of health care savings of $4.0
billion in the year 2000.

ASHRA EXHIBIT ONE

ESTIMATED IMPACT OF ASHRA ON HEALTH CARE EXPENDITURES IN
ALASKA

$9,050,000,000.00
$8,050,000,000.00
$7,050,000,000.00
$6,050,000,000.00
$5,050,000,000.00
$4,050,000,000.00
$3,050,000,000.00
$2,050,000,000.00
$1,050,000,000 00

$50,000,000.00
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ASHRA EXHIBIT TWO; illustrates the estimated impact of ASHRA on
the uninsured Bopulatlon in Alaska. ASHRA would reduce by the year
2000 the number of Alaska residents without health insurance t0
about 40,000 from the 120,000 projected without ASHRA.

ASHRA EXHIBITTWO

ESTIMATED IMPACT OF ASHRA ON THE UNINSURED POPULATION IN
ALASKA

ALASKA



COMPANION mLEGISLATION
THE CERTIFICATE OF NEED PROGRAM (C.O.N.), SB 84, HB69

Proposed Ieg?islation would amend AS 18.07 to create a rational
frame work for the planning and development of all health care
services in the state to ensure promotion and protection of public
health, the providing of equitable access to health services, and the
avoidance of unnecessary increases in health care costs.

By amending AS 18.07 the Certificate Of Need ﬁro?ram would regain
an important role in the approval process for health care facilities,
technology, modification, expansion or change of Purpose, This
change would not only provide the system an early warning device
but a way to accurately measure the initial and future cost impact
to the total health care delivery system.

The task force has identified that the cost of facilities and
technology has a direct impact on the total cost of health care and,
therefore, should be prospectively managed.

EBQP-QSED-BES.QLUIIQN
THE HEALTH RESOURCES AND ACCESS TASK FORCE

The task force recommends the adoption of a concurrent resolution
creating a HEALTH RESOURCES AND ACCESS TASK FORCE to continue
the study of this issue study forward recommendations regarding
access fo affordable, quality health care for all Alaskans.

The foundation of knowledge, education and demonstrated success of
the Health Care Cost Containment Task Force must be built upon in
order to see |mP|ementat|on of long term solutions to the health
care crisis in Alaska.

The ideal agproa_ch is to take the expertise developed in the Health
Care Cost Containment Task Force and combine the ambitions of the
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Universal Task Force (ch.179, SLA 1990) to create a hybrid focus
group to simultaneously work on the management of health care
expenditures in Alaska while improving access to quality health

care.

It is envisioned that the work plan and resources of the group would
have the depth to investigate all facets of health care access and

financing in Alaska as compared to alternate solutions implemented
by other countries, provinces, states and other health care programs.

This focus group membership should include:
egislative Branch
Executive Branch
Private Sector Employers
Non Profit Sector
Health Care Consumer
Health Care Providers
Medically Indigent
Labor Qrganization

It is important to have further work done in this area, and to provide
information and input to the Alaska State Health Resources
Authority.
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OPEN /UNRESOLVED
ALASKA HEALTH CARE
DELIVERY ISSUES

The Health Care Cost Containment Task Force has, in its effort to
find the cause of the rapidly increasing cost of health care in
Alaska, found several contributing factors that need further
investigation.

DELIVERY AND ACCESS

Delivery of health care in Alaska has been found to be one of the
%reate_st contributors to the increasing cost of health care.
raditional approaches to delivering health care when applied to the
large geographic area of Alaska has created a hodge podge of service
which “is often inadequate, underutilized and thus more costly than
what can be offered through a coordinated statewide system of
delivery. In addition, the increasing population of underinsured and
uninsured receiving uncompensated care causes additional strain on
urban, as well as, rural facilities and providers.

Included within the problems of delivery and access to health care in

Alaska are answers to some of the increased cost of health care.

Some of these are overbuilt facilities, new technology which is

often underutilized, a lack of prevention programs, the need for

's&tlatel\(mde planning, and inadequate financing of health care for all
askans.

UNINSURED/UNDERINSURED

The health of small businesses in Alaska is often dependent upon a
limited number of individuals each of whom is very important to the
operation of an organization which has no insurance for its
employees or must pay an unreasonable price for limited coverage.

As the cost of health care increases, many of these sole

proprietorships and small businesses andtheir employees are forced
to join the ranks of the underinsured or uninsured.
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HIDDEN COSTS

Malpractice insurance coverage is a continuing problem not only
adding to the cost of some medical procedures but increasing health
care cost in general. Many health care providers believe it is
necessary .to_r_)ractlce defensive medicine as a means to lessen
Potentlal liability.  This induced caution is reflected in additional
laboratory test, unnecessary use of technology, exploratory surgery,
increased inpatient time, and other practices that increase the cost
of health care for everyone.

MANAGING THE .SYSTEM

OversiPht will be necessary in any effort to coordinate access to
federal state and local delivery systems. Attempts to merge or
attract additional sources of financing and coordinate the use of
facilities for_persons needing health care in Alaska will require
uidance. Even the operation and activities of the Alaska State
ealth Resources Authority the creation o« which is supported by
this Task Force as recommended in section 8 will require at least

periodic oversight.

These issues represent some of the more obvious areas causing the
cost of health care to increase and indicate a need to continue the
work that has been started. While the work of the Health Care Cost
Containment Task Force has brought to light some areas where
millions of dollars in cost savings have already been achieved much
more remains to be done. To establish realistic, reliable and
efficient controls on the cost of health care and provide access to
all Alaskans will require a great deal more work than has been
completed to date
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affiliated with the national education association

ANCHORAGE REGIONAL OFFICE JUNEAU OFFICE FAIRBANKS REGIONAL OFFICE
1411 W_33HD AVENUE 105 MUNICIPAL WAY. SUITE 302 211H CUSHMAN STREET
ANCHORAGE, ALASKA 08503 JUNEAU, ALASKA 99801 FAIRBANKS. ALASKA 99701
(907) 274 0536 (907) 586-3090 (907) 456-4435

February 1!, 1991

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

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

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

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

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

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

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

Thank you for your consideration of our recommcndat”

Respectfully submitted,

Bob Manners Don Obcrg
Executive Director President

cC: Senator Duncan



ALASKA STATE EMPLOYEES ASSOCIATION

AFSCME Local 52, AFL-CIO

February 11, 1991

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

Dear Senator Duncan:

On behalf of the Alaska State Employees Association and its 9,000
members statewide, | want to thank you for introducing Senate Bill
83, which seeks to establish an Alaska State Health Resources
Authority to help cap the state®"s increasing health care costs.

As you know from your experience with the Alaska Health Care Cost
Containment Task Force, health care costs to Alaskans exceeded $1.5
billion 1in 1989 and have been rising at a rate of more than 20%
each of the past five years. These cost increases have
concommittantly increased the costs of health insurance premiums
for all Alaskan employers, including the State of Alaska, making it
more and more difficult for them to continue health care coverage
for their employees.

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

For its part, ASEA/AFSCME Local 52 has agreed to a defined
contribution to health care <costs in 1its collective bargaining
agreement with the state, but this is only a step in what should be
a comprehensive attept to contain costs throughout Alaska.

Furthermore, SB 83 makes 1inherently good public policy. Such an
approach benefits union®"s, such as ASEA, by mitigating their health
care costs; it benefits the State by lowering its operating costs;

and it benefits private sector employers by reducing their cost of
doing business with the state.

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

controversial subject.

Respectfully yours,

ASEA/AFSCME Local 52, AFL-CIO

ANCHORAGE OFFICE JUNEAU OFFICE FAIRBANKS OFFICE
Mil LSt Suite 325 *40 Mam St,. iitf 200 240 Cinhm.m St.. Suite 400
Anch.-iiKtf, AK ‘"W O t-W 5 dntFni. AK PAVOI F.mkmli-,, AK “*701
1507) SU-Mifil. FAX (407) 563-1355 14071 403-4444 FAX (407) 463-4450 t >07) 442-2300 FAX (4071 442-2307

TOIL ree: MOO-47,S-ASEA TOIL Hotf 600-47M-0044 TOLL Ittfc 600-47- 2105



MF 1B Alaska

National Federation of
Independent Business

February 11, 1991

Jim Duncan
Senate

The Honorable
Alaska State
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Juneau,

Alaska 99811
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Senpator Duncan

Februa£y 11, 1991

Page:

b. Should employers be allowed the option of having their

employees pay part of the premium cost of health insurance

purchased through the above pooling plan?

Yes 90.0% No 5.2% Undecided 4.3%

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

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

5incerel vy,

Resa Jerrel
NFIB/Alaska
State Director



RESOLUTION

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

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

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

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

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

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

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

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

BE IT RESOLVED by the luneau Forum of the 1991 Alaska
Conference on ,Agln,?_ that the rising cost of health care is a serious
problem for seniorcitizens; arid be it

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

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

Adopted: JUNEAU FORUM
1991 ALASKA CONFERENCE ON AGING

By
Chairperson;—" —

Lauris S. Parker
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ASSOCIATION OF ALASKA SCHOOL BOARDS

1990

CORE
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1990 ANNUAL STATEWMDE CONFERENCE
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TUESDAY. NOVEMBER 13. 1990



SUBJECT: ADMINISTRATION
90-36
HEALTH INSURANCE

WHEREAS. Ihe Alaska Legislature through tho work ot the Healtn Care Cost Containment Task Force IS
looking at measures to control the rate ol increase in the cost ol health care lor all

Alaskans; and

WHEREAS, the cost ol heallh insurance has increased sharply in recent years and shows no signs ol
stabilizing; and.

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

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

WHEREAS, Alaska school districts have demonstrated that insurance pooling has been an ellective
means of stabilizing insurance costs for their types oi coverage;

NOW THEREFORE BE IT RESOLVED that the Association ol Alaska School Boards aggressively

investigate the feasibility ol pooling lor school district employee health insurance as a
viable alternative for providing cost containment on a significant budget item.

Association ol Alaska School Boaros
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SHOULD EVERYONE HAVE ACCESS TO BASIC HEALTH CARE?

"in a civilizedsociety, every member ofsociety should have
access to a basic package ofhealth services." Uwc Reinhardt, a
Princeton economist and member of ihe National Leadership
Commission on Health Care, has likened this to the guarantee of
universal access to public education. Yet, the United States and
South Africaarc the only major industrialized powers that fail to
guarantee access to health carc. .

~ Americansstruggle with theissue o f whether health carc isa

right or a privilege. In a country Ihat lias the best health care
technolo% in the world, nearly 37 million of its citizens do not
have health insurance. Those who cannot afford to pay, often
called the * medically indigent,” face major access bairiers to
health carc services. _ .

In the absence of a national health policy, the health care
access and rights debate is centered in state Ieg?lslatlve chambers.
Medical |ndl?encyl and uncompensated health care costs were
identified as top priority issues for 1he 1989 Ie%lslatlve Sessions,
and will continue to demand attention in the 1990s. The three
ﬁrlmary concerns identified by legislators arc ensurlnq access to
nealth carc, paying for it, and expanding the avaifability of
insurance to uninsured persons. Health care analysts have sug-
gested that while in pastyears state legislatures proceeded slowly,
states arc now takln%;. a leadership position on these issues.
Access, cost, and quality issues continue to headline the policy
concerns of consumers, providers, and ﬁayers. o

Financing health care for people who do not have private in-
surance or who arc not e|_I§1Ib|e 0r government programs is a
major problem forstatc legislatures. Medical indigency has taken
on Qreater urgenci/] inrecentyears because 0 f changes in the health
carc system. In the past, health carc providers used a portion of
their profits from paylnngatlents to subsidize the costs of care to
diis nonpaying group. Recent efforts by insurers, the business
community, and government toreduce theirheallh care costs have
made it increasingly difficult for providers to continue this prac-
u'cc. The focus of thisarticle is universal access to health care and
state efforts to ensure availability.

Who are the medically indigent?

~ The term * medically indigent" usuallgy applies to low-
incomc uninsured People who arc unable to p3y for their medical
carc. Others may also beincluded ina state'sdefinition, mcludlng
insured persons who cannotafford to pay for services not covere
by their policies, or for high insurance deductibles or co-pay-
ments, Even middle-class individuals may be considered medi-
cally indigent if they cannot pay for the costs of a cat_astroBhlc
illness or accident. The f(_)llo_vvm? items reveal information about
uninsured and medically indigent people Ihat may bcof interest to
state lawmakers:

0 Although Medicaid eligibility criteria vary Wid_ey among
states, on the average, an American with two children may
earnnomore than$6,036annually toqualify for Medicaid. In
Alabama, a family of three can cam no more tliat S1,418 per
yegi 807%e4 eligible for Medicaid, in California, the threshold
15 $10,704,

0 Oneinthree Americans iswithoutade(?uate insurance cover-
age and millions go without basic health carc services

0 Nearly onc-lhird of Hispanic Americans are uninsured,

0 More than one in five African Americans do not have health
insurance. _ L _

0 Onc-lhird of the uninsured are children, including some five
million adolescents aged 10 to 18. Uninsured children
receive 40 percentless physician care than insured children,
according totheNationalAssociationofChildren’sHospitals
& Related Institutions (NACHRI%._ L

0 Forty-fourpercentofuninsured children live in families with
incomes below the federal poverty level,

0 Almost 20 percent of uninsured children live with an adult
who is insured through the workplace, o

0 The incidence of uninsured residents is almost twice as high
in the Western and Southern states than in the North Central
and Northeastern states, , ,

0 Persons without health insurance “ self ration" by seeing a
doctorabout 65 percentas frequently as those with coverage
or by not even seeking medical care, .

0 Millions of persons who do receive healdi carc services, but
either cannotpay or do notpay for them, generate billions of
dollars of uncompensated health care costs each year.

I % Vi . < ol y Koras axvy jresescs o

“Establishing priorities in healthcarc is a
L a e a o em .
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Should the health system be restructured ?

The last several years have witnessed a shift in public policy
approaches to meeting the needs of the medically indigent. The
health carc system is seeing achange in the "Robin Hood" cihic
of compliance with die expectation Ihat providers arc somehow
obliged to serve patients regardless of their ability to pay. Public
debate is brewing about hew much health carc is* adequate" for
diosc who cannot pay for it. As this debate continues, several
factors point to a health carc system with growing problems:



Rrojaciotes

% Health carc costs coniinuc to skyrocket. In 1988, national
health expenditures were 11.3 percent of the gross national
product FGNP}, the hroadest measarc of U.S. economic

activity. BX 993, healdi carc spending will grow to an
estimated 13 percentof theGNP. .

0 Hie gap between the medical * haves" and* have nots" is
widening.

» Millions of Americans report financial barriers to receiving
allcquatc healthcarc, . _

« Tlic U.S. has one of the highest infant mortality rates in the
mczustnahzed world, exceeding thatof 16 other developed
nations.

0 Our nation’s safety net is frayinﬁ. Public hospitals are
endangered and no longer have the resources to serve as
health providers of last resort

0 Theability of hospitals to absorb uncompensated carc costs
hasdlmlmshedasthelrabnl%toshlftcostshasdecllnedand
as the uninsured Populatlon asgrown, 5

0 Fhysicinns report that the aged, poor, and uninsured utilize
emergency roomsasa prlma[k/. sourceo fhealth carc and that
overcrowding isscvcrely limiting tliepublic'srighttotimely
and good quality care. o

» Access to emergency medical and trauma services is threat-
cned by the continuing problcmsofhealth care financingand
because so many emergency room patients are uninsured.
Emergency room closures presentaccess problems even for
those who arc fully insured, . .

0 U.S. hospitals andemergency rooms with too many patients
andloo few beds arc ina widespread and growing crisis, ac-
Cf\rglEnF% to the American College of Emergency Physicians

0 Insome quarters, Medicare and Medicaid arc equated with
charity care because reimbursements under these programs
sometimes are far below costs,

0 Medicaid eligibility has been eroded over the past decade,
government reimbursement levels and “ red tape” inhibit
Rhysmlans from treatlnﬁ the poor, and emergency rooms
bIave been labeled as the "opening through which debts

OW.”

Thescand other problems fuci the national healthcaredchate.

State legislators find themselves in the middle of the fray.

Can change be expected?

~ Theoverriding problem will notbe solved rightaway, and the
issues raised as a result will set the arqendafo.rchange. Inequities
in the distribution and dprowsmn of carc will require change at
many levels. The need for change is apparent, but there IS no
consensus as to what form die change will take in light of

expectations versus economic realities. o
Can improvement at the state and local level resolve die in-
creasing financial burden of providing care on die national level?
Department o Health and Human Services Secretary Louis Sul-
livan. MD has declared |hat state and local government and
grlvate employers must share in the solution to die problem.
cholars suggest that total resources be determined in the context
of federal and state budgets. _ _ ,
Rationing has been proposed as one possible solution to die
current Crisis 0f cost in health carc. Advocates believe the
allocation 0f resources makes funding decisions more rational.

Decermber 199

“In an era offederal budget deficits and tight state
budgets, how to assistthe medically indigent has

Rationin% also has been criticized as an unhealthy * stopg'ap”
measure that denies carc to Ilie most deserving segments of the
medically |nd|%1ent population. Proponents argue that a two-tier
system iS developed, offering * second class” medicine in a top
quality environment, . .

Over the past five years, the states have taken die lead in
developing legislation to address the growing problem of paying
for and ensuring access to medical services for the medically in-
digent. States have experimented with a number- of different
programs for die Indigent. The majority o f state legislatures have
enacted or considered bills lo expandaccess to and finance healdi
care for medically indigent persons.

Conclusion

Theanswer lo the question of whether access to hasic healdi
carc for all is aright or a privilege is both political and policy
oriented. The U.S. Supreme Court has determined that there isno
constitutional right to medical care, even to medical care that is
lifesaving. Future solutions will come from Congress and the
individual state legislatures. Changes to the current healdi care
system will require an examination of the folowing:

L. Community interdependency - the inevitable conclusion Ihat
No one group can do it alone. .

2. Voluntary action - the acceptance of short-term and inter-
mediate strate(t;lles to develop an equitable and affordable
long-term solution. . 3 .

3. Decision making Process- the promise of specific benefits
or the rationing ot health care services.

FYI

For furthetr_ mtf_ormatn%n (t)n
roject activities, contact:
P %heJéaL.Hard_en
Policy Specialist
Health Services Program
Human Services Depdrtment
1(LO Seventeenth Street,
Suite 2100
Denver, Colorado 80265
(303) 623-7800
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STATE ACTIVITY

Hawaili

“Hawaii did itfirst," said State Representative Jim Shon, chairof
Hawai i silcaldiCommi ttee indieHouse of Reptcsentatives, referringto
die state’s J989 Universal Healdi Care Insurance Act. “By guarantee—
ing health care insurance for all of Hawaii"s people, wc have taken
another step toward national leadership in health care."

"Hienew law focuses on basic cover age for preventive primary carc,
picnatal carc, childhood immunizations, mammograms, pap smears, and
all aspects of outpatient care. Also included are an expansion of
Medicaid services and special ly targeted heal Ih services for gap groups
that have difficulty obtaining conventional insurance, such as ihchomc--
less. Fifty thousand uninsured Hawaiians will gain health insurance
covecnigeunder thenew law. The stateDepartmentofHealdi will admini-
slcrdie program imd purchase healdi carc coverage for specific services
from privalcheal ih insurance contractors for individualswh o qual ify for,
and choose topurchase the bargain coverage on asliding-fee-scalebesis.
These arc primarily low-income individuals who cannot participate in
existing programs and do not have themeans topurchase private health
carc insurance coverage.

Massachusetts

I he Heal thSecurityAct of 1988 createdoncofthemostcomprehen—
sive health insuranceplans inthenation. The law guarantees the gradual
introduction, over four years, of coverage for all residents. The legisla—
tionwas designed toexpand the number of businesses proriding insur—
ance to theiremployees. Other uninsured persons are to receive insur—
ance through a state program administered by the new Department of
Medical Security. By 1992, businesses with more than five employees
will be required to pay a surcharge of 12 percent of each full-time
employee’ first$14,000 inwages into a health insurance trustfund, up
twamaximum of $1,680 per employee.

Employers who provide healdi insurance can deduct those costs
from die surcharge, resulting inmajor new costsonly toemployerswho
do not provide insurance. Although thisapproach isdesigned tocomply
with the federal Employee Retirement Income Security Act (ERISA)
provisions, itisunclear whether ttwould survive a courtchallenge. The
law also provides positive incentives forsmall businesses toprovide in—
surance before the 1992 deadline. A number of insurers arc in the im—
plementation phase of the health insurance program and some 15,000
residents have gained insurance coverage from the state; most arc
disabled unemployed adults, disabled children, pregnant women, and
peoplewho have leftwelfare lo lake a job widiout insurance. However,
Massachusetts iscurrently inthe midst of a serious economic crisis that
islikely toaffect die universal health law. Criticsworry dial the stalewill
not carry itsshare of the costs,

California

In Mlie last 10 years Californias uninsured population has risen
approximately 60 percent to5.2 million people. Two-diinlsofdieunin—
sured residents arccilhcremployed or dependents ofsomeone who iscm-
ploycd. Two bills signed into law this fall arc designed to ensure
coverage to all working residents by 1992.

A task force authorized under Chapter 829 (AB 350) will report t©
the legislatureMarch 1,1990 on die statutory responsibilityofemployers

- sly
ProjectNotes

lo provldr employees widi insurance and changes in insurance rate-
selling practices toensure lhat coverage isboih available and affordable.

Chapter 797 (SB 1207) expands eligibility for small business tax
creditsforemploy er>spcmsorcd health coverage. A taxercditofuploSIS
dmonth per employee (or 25 percent of die cost paid or incurred during
atax year" by an employer to provide coverage) to fimis that provide
benefits equal toor better than (hose inthe basicprogram. Eligible fimms
arethose thatemploy 25 or fewer workers and employers will be required
topay nt least 75 percent of tte.premiums. The tax creditwill take effect
in January 1992.

Oregon

InOregon, over400,000 people - one out ofevery five living inthe
state— have no health coverage. Indie absence of a federally approved
national healdi policy, Oregon arrived at the following prescription to
provide hccess to healdi care foreverybody:

0f die300,0000regonians living below llieFederal Poverty Level
(FPL), only 160,000 are being served by the state Medicaid program.
Chapter 836 (SB 27) revises the current state Medicaid program to
expand eligibility and redesign die healdi care package. Eligibility
would expand by allowing all residents under 100 percent FPL tohave
access toMedicaid benefits. Currently, eligible*: include families undo-
58 percent FPL, pregnant women widi young children up to 100 percent
FPL, medically needy, and nged, blind, and disabled.

The benefit package would be redesigned by die Health Service
Commission appointed to review all healdi services, as generally pre—
scribed by the act, and rank them in order of most important to lesst
important The commission will present its recommendations to the
Joint Legislative Committee on Health Carc, which will make recom—
mendations to die Emergency Board. The Emergency Board and
subsequentWays and Means Committees will appropriate funds on aper
capitarate, which will determine the quality of the health carc package.
Revenue shortfalls will not result in reduction in cligibles or provider
rates, but by reduction in die benefit package.

A lax credit program was established in 1988 to encourage small
businesses, who have not previously offered heallh carc benefits, t©
provide such berefits. In retum, the employer receives an affordable
benefitpackage and a tax creditofup to$25 per employee per month for
as long as the employer provides die benefit. Chapter 381 (SB 935)
attempts toprovide access to health carc for uninsured working Orego—
nians by expanding the existing tax credit program administered by the
Insurance Pool Governing Board and creating incentives and rewards to
employers who provide health berefits.

Chapter 838 (SB 534) addresses die problem of providing health
carc services todieuninsured and uninsurable and the need to spread the
cost toas broad a base as possible. The measure establishes die Oregon
Medical Insurance Pool Board as a state agency tosupervise amedical
insurance riskpool. ftalsoappropriates Sl inmilliongeneral funds to (lie
Oregon Medical Insurance Pool Account.

Other

In New York, state healdi commissioner David Axelrod. MD,
proposed a universal insurance coverage plan, with elements of cost
control, inSeptember of diisyear. Ihe UN Y*Carv plan isexpected tobe
introduced in the 1990 legislative session. In Pennsylvania, slate rep—
resentative Donald W. Dorr introduced a package of bills to increase the
availability of healdi insurance and health services.
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MEDICAL INDIGENCY
PROJECT

The National Conference of Suite
| cgtslaturcs(NCSL)liasastrongcommit-
ment to assisting state legislatures with a
variety ofmedical indigency issues. NCSL
is assembling a consortium of funders to
address the problemsofmedical indigency,
llie Colorado Trust and American Col-
lege of Emergency Physicians arc the first
to support the Medical Indigency Project.
NCSL received a two-yeargrantfrom the
Colorado Trusttoassiststalelegislatorsin
developing policies on health carc for the
medically indigent. The Colorado Trustis
a private foundation established in 1985.
Its primary mission is to promote and
enhance the health and well-being of all
people, particularly the citizens ofColo-
rado. The American College of Emer-
gency Physicians strives toprovide a uni-
fying direction of purpose in the field of
emergency medicine. The college pro-
vides information regarding die practice
of emergency medicine and encourages
trainingofemergencyphysicians,with the
aim ofimproving emergency room care.

The project conducts.on-sile techni-
cal assistance, publishes periodic reports,
and maintains an information clearing-
bouscon innovativcstalcprogramsofcarc
for the medically indigcnL The project
also will produce three newsletters on is-
sues concerning the medically indigent.
ProjecINolesisthefirstinaseriesofreports
onaccess tocare, financing,and the qual-
ity of health care for the medically indi-
gent:

National Conference
of State Leqislatures

1050 17th StiecL, Suite 2100
Denver, Colorado 80265

TECHNICAL ASSISTANCE

Technical assistance services offer
leg (‘ilatures programs lailoicd specifically
tdtheirstate's situation. Assistance in ilr.
jwsthasincluded t;p<Ti;i' wniktfiopti®ssis-
lanCe with'drafting Icgislauou.and special >
testimony.

A numberofstateshave expressed an
interest in technical assistance for 1989 -
1990 on a variety of topics related to the
issue of medical indigency, .Requests for
technicalassistancecome from states With >

"eMey "T 'Vihdigentiipopulatiorts and i
Nexpcnenced a recent m-

. T ,Swttschosen 1g"?-
ccive technical assistarcc arc determined
according to State need, issue arca.poten-?
tial impacton the legislative process, and
legislative interest. Ifyourslaie legislature
is interested in more information on tcch-

sues affecting die medically indigent, please

contactproject staff. [
VEMiviry w2 = v

PUBLICATIONS

Tlic Med|ca| Indlgency Pro1ect has
produceda variety ofpublicationsand odicx
information resources on major medical
Indigency health policy issues. One Copy
ofeach publication is provided upon re-.
questatnocosttosuitelegislators,legisla-
tive staff, and state legislative libraries.
Please contact NCSL's Book Order De-
partmentat the number listed in the FY|
Sxlton/ > = S *# -]

v - B

Decermter, 190

INFORMATION
CLEARINGHOUSE

‘llie Medical Indigency f'roject and
otlicr health projects have developed an
extensive informadoR clearinghouse on n
variety ol healdi topics. The infominlion
clearinghouse guarantees legislators nnd
legislative staffa quick, reliable, and know I-
edgeable source of information when re-
search rclkK>rts and legislation are being
formulated. NCSL's Health Services
Program fields over 1,000 information
requests a year from legislative offices,
healdi departments,odier health care pro-
fessionals,and die media

Requestscovera broad rangeofmedical
indigency topics, including: uncompen-
sated care, Medicaid eligibility and ex-
pansion,fundingsourccs,healdiinsurance
regulation, risk pools, mandated healdi
benefits, and state programs for the medi-
cally indigent. The resourcesofdie Medi-
cal Indigency Project information clear-
inghouse may be accessed by contacting
project staff.

MEETINGS
AND SEMINARS

NCSL's Annual Meeting and other
seminars and conferences provide an op-
portunity to reach alargenumberofinter-
ested legislators. Health issuesarcalways
amongdiemostimportantscssionsatdiese
meetingsand draw large audiences. Infor-
mationonupcomingworkshopsw illbein-
cluded in future editions o f ProjectNotes.
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HEALTH CARE FOR THOSE (%5% CANNOT ALWAYS AFFORD

'Hie headlines of the nation’s newspapers and periodicals
mark the absctice of a national health care assurance policy:
“US Must Cure Health Carc Ills;” “State Health Care
Funding Criticized,” “ Can You Afford to Get Sick?: The
Battle Over Health Benefits;" “ US Rations Health Carc;"and
* Deciding What Medical Carc die PoorCan Have; Lists Are
Drawn Up.” Stale and federal efforts tobetter the healthcare
system arc fragmented and often work at cross purposes. The
lack of agreement on a solution begs the unanswered ques-
tion: who is responsible? _
~Lleallii carc expenditures ha- e escalated astronomically
in the last 25 years. Healdi carc cosls consumed 5.9 percent
of the Gross National Product (GNP) in 1965. The U.S.
Department of Commerce has reported that the nadon’s
health carc lah was $600 billion in"1989, or 11.5 E)ercent of
the GNP. riiosc billions, up 10 percent from 1988 total
health care expenditures, translate intoapproximatcly $2,'400
Ber.person. 990 health spending is expected to reach $661

illion. At the.same time, the numbcrofuninsured has grown
substantl_aIIY._ _ _ o

~ Medical indigency and health insurance arc top priority
issues for the 1990 legislative sessions. Health insurance
issues arc explicitly tied to medical indigency policy. Im-
proving access to health care is of concern to medical
Indigency policymakers as millions of uninsured people
report firiancial barriers to receiving needed care. Mandating
healdi insurance benefits, establishing financial incentives
for employer-paid coverage, and creating state-sponsored
insurance plans arc a few of the key issues facing state
lawmakers today.

INSURANCE STATUS

~ Recent efforts to help solve the problems of medical in-
digency and uncompensated carc focus on the “insurance
status™ of die population. Lack of insurance leads to an
abundance of ‘problems for individuals and health carc pro-
vidersalike. Itthey can'tafford to pay cash or the insurance
deductible, die 37 million Americans without health insur-
ance must rely on die goodwill of hospitals, doctors, and
oiiier providers. Lack of health insurance or insufficient
msurance_covera?e Is not an exclusive problem of the unem-
ployed, die elderly, or persons living in rural areas.

0 A decade ago, approximately 25 million Americans under
age 65 did not have health insurance. Today, 37 million
Americans, approximately 16 pe -centofthe nation’s popu-
lation, have no healdi insurance coverage at all, more
E)eople than the combined populadons of New York, New
ersey, and Illinois, _ _ _

0 Of the uninsured and increasingly underinsured Ameri-
cans, the majority have ties to die workplace. Twenty-thrce
million “working poor” have jobs or arc dependents of
workers. _ _

0 Almost one third of uninsured emR/Iloyees work for em-
ployers who donotoffer insurance. Mare than one-thirdof
uninsured workers do not participate in their employer’s
health insurance plan even if they are eligible. Approxi-
mately one-third of uninsured workers do not qualify for
dicir employer’s health plans.. _

0 Underinsured people arc those who cannot pay for their
share of insurance deductibles or copayments or for medi-
cal carc not covered by their insurance policies. Fifty
miUion Americans arc covered only part of die year, and
millions more arc covered by inadequate plans for cata-
strophic illness or accident. Nearly every health carc con-
sumer has the potential of facing medical expenses for
which he orshc cannot pay because insurance policies gen-
erally have a cap on expenditures, _

0 The Uninsurable or hl_(l;lh risk" populadon consists of an
estimated one to two million people widi high healdi risks,
such as heart disease, diabetes, or acquired immunodefi-
ciency syndrome (AIDS). Many arc refused health insur-
ance coverage and others cannot afford to purchase an
individual policy, which usually is offered for a much
higher premium, _ o

0 Researchers believe dial the uninsurable population is
growing and attribute the increase to the following factors:
Insurers arc adopting more restrictive health insurance
standards due to an increasingly competitive insurance
market; not as manyem?oners arc providing health insur-
ance benefits because o escal_atln%_ costs; and advances in
technology enable insurers toidcntifypcoplcwhohave po-
tentially cosdy illnesses, _

0 Others presumably can pay for their carc but do not. For
example, sonic people who have insurance do not pay dieir
deductible or copayment amount. Itis unclear how many
insured people have difficulty paying these costs.
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0 Seventeen percent, representing 9.5 million women of
chikl-boaring age &15 to 44), have no 'orlvate or public
health insurance.2 Researchers have included that9 per-
cent of women who have private insurance have policies
Inat provide inadequate coverage for maternity care.3

a Between the ages of 15 and 44, women's need for healdi
services is substantially higher dian men's because of re-
productive heallh needs, including perinatal carc and con-
traception. Furthermore, the reproductive years are the
time period when women’s health most affects society as
awhole, b¥_determlnlng the health of lhe next generation.

0 Burdens of inadequate and incomplete insurance coverage

welgh heavily on minority women. A d]sEroportlo_nate

burgden of illness falls on ethnic miaioritL:. especially
African-American women, giving rise toagrcatcrneed for
health care, o _

~ Among the factors contributing to the ?rowth in the un-

insured poFuIatlon arc die following: asma Ierpercentaﬂeof

Foqr peoF e arc covered by Medicaid, liccause states have

imited eligibility over the years to help control costs; most

new 1obs in the past 10 rears are in the service sector, where
employees arc less likely to be covered by health insurance;
and work-hased dependent cqv_er_a?_e appears tobe declining.

For this reason many state initiatives focus on expanding

work-based insurance coverage, either by giving employers

incentives or by requiring them to make insurance available.

1 Irene Fraser, Promoting Health Insurance in the Workplace:
State and Local Initiatives to Increase Private Coverage
(Chlca?o: American Hospital Association, 1988).

2 Kay Johnson, Director, Health Division, Children’s De-
fense Fund, quoted in Hunger Action Forum, Vol. 2, No. 8,
August 1989.

3 Paula Braveman, MD, ct al., "Women Without Health
Insurance: Links Between Access, Poverty, Ethnicity, and
Health," The Western Journal of Medicine, 1988 Decem-
ber. 149: 708-11.

FINANCING INSURANCE COVERAGE

"A major reason why so many people lack health insur-
ance is that state government regulations arc increasing
the costs ofinsuranceandpricing millions ofpeople out
ofthe marketfor insurance. Freedom ofchoice inhealth
insurance means being able to buy a health insurance
policy tailoredto individual andfamily needs. Thisisa
freedom Ihat is rapidly vanishingfrom the health insur-
ance marketplace.” John C. Goodman and Gerald L.
Musgrave, Freedom of Choice in Heallh Insurance,
National Center for Policy Analysis

Feaery 1990

A1150statcshavemandatedbencfitlaws which typically |
require emplo_k/ers that offer group health plans to’include ‘
specific benefits. Durlnlg the 8ast 20years, statesacrossthe |
U.S. have |mBosed nearly 700 of these mandates. = This
approach has become mcreasmg(ly more controversial when
employersaremarldatedtoprow einsurancccovcrage. The |
Nationial Center for Policy Analysis estimated that in 1986
between 14 percent and 25 percent, or 5.2 million to 93
million of the people without health insurance, had no
insurance because state governments imposed special inter-
est re?ulatlons Uiat mandated expensive coverage.

Statesare strug(ﬁllng with the financial realities of health
care mandates. Stales are not always in a financial position
to respond to urgent health care needs. The vagaries of
funding a multittde of state programs sometimes rcquc-
states to mandate employer-based expansions of health carc
services. Financing pro?rams at times is simply beyond the
capabilities of current state budgiets. However, employer-
based mandates are not die only alternative available, a
variety of state approaches are presented below:

0 One approach toinsuring the employed uninsured popula-
Eon |fs_ tto expand die numbcrofcmp’oycrswho offer heal th

enefits.

0 Another approach is to develop mcechariisms that enable
employees who cannot afford their share of the premium
for'work-based insurance, esgemally for dependents, to

urchase insurance at affordable ratés, _

0 Unemployed uninsured peaple also may benefit from pro-
%ams diat enable more woiicers to purchase insurance, if

ey are allowed to participate, o

0 The problems facing_die underinsured may require insur-
ance policies to provide coverage for more serviges, such
as mental health benefits, mammography screenings, and
maternity carc. _ _

0 Another apﬁro_ach IS to exempt certain covered services
from cost-sharing requirements.

In 1990 many states will consider these approaches as
well as state risk pools for die one to two million' Americans
deemed uninsurable.

0 At least 15 states have insurance risk share pools to help
provide access to insurance for high risk individuals who
otherwise would have trouble obtaining coverage

0 The costs to risk pool participants are usually”25 to 50
percent higherdian premiums paid by persons viith private
Insurance.

0 Even with the high contributions paid by covered people,
risk pool programs must be subsidized to cover dicir costs.

. State legislatures and die fegleral government are con-
sidcring a variety of other financing mechanisms. Allcma-
lives include using funds from general revenues, changlngf
the estate and %Ift tax laws, increasing tobacco and alcoho
taxes, creating tax incentives for expanding health coverag[e,
enacting stale risk pool arrangements, mandating benefits,
and Medicaid expansions.
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WHOSE RESPONSIBILITY?

STATE

Slate ig];overn_ments_arc_ faced with increasing health carc
costs for the medically indigent and are underpréssure tofind
more adequate and equitable means to finance heallli carc.
Ihe following state examples illustrate the innovative ways
in which statés address these issues:

COLORADO

. 'Hie Colorado Health Carc Access Act (HB 1034& Was
introduced by Representative Canal Taylor-Little and Sena-
tor Sally Hopper in January of diis yéar. The legislation,
patternéd after the 1989 Oregon Basic Services package,
proposes to address the access problem intwo ways. first, by
guaranteeing basic heallh coverage for everyone with in-
comes under die federal poverty line and comimitting not to
reduce eligibility or provider payment due to budget con-
straints; and second, b% giving small employers a tax incen-
tive to provide heallh “insurance for their employees, a
strategy intended to help the working,poor. The act would
add asmany as 170,000 Coloradans with incomes below the
federal poverty line to the expanded Medicaid program,
many of whori would be children. Up to 245,000 Colorado
workers and their families in thousands of small firms also
arc expected to benefit, . _

. Under die pro?osal an independent, objective commis-
sion comprised of health carc providers, consumers, and
experts in health care financing, delivery, and ethics would
develop a list of health care services in order of priority,
according to the benefits and costs of each service. The
groposal requires the commission to consult with the Joint

eview Committee for the Medically Indlgent, the Joint

Bugget Committee, and the House and Senate health com-
mittees.

. Sponsors of the legislation hope to benefit business in
dirce ways: by giving'small employers access to low-cost
health irisurance”throtigh a state pool; by providing a tax
credit lo small employérs who i)urchase insurance through
the pool; and by giving all employers valuable information
on the effectivénéss and appropriateness of services priori-
tized by the commission, which employers can use indesign-
ing more cosl-cffcclive benefit packages, thus helping them
tocontrol costs.

GEORGIA

In 1989 Representative E.M. Childers, chair of the
House Lcaltli and Ecology Committee, authored a resolution
In the Georgia General™ Assembly creating die Access to
Hcaltn.Carc Commission (1989 Geo_rﬁla Laws, p. 1749, HR
162). The commission is charged with studying factors that
limitaccess tohealth carccho(rjgla and making recommen-
dations concerning programs and policies to improve access
inthestate, Ilie commission iscomposed of30membcrs: six
representing, the state General Assembly (heallh, insurance,
and appropriations committees); health providers (hospitals

Projecthotes

Bhy_smlans, nurses, and heallh centers); health consumers;
USiness; Insurers; and state organizations. _

. A comprehensive solutionto die problem, of medical
mdlgence IS die goal. Georgia has one of the highest infant
mortality rates in'the United States. Eighteen percent of die
Popul_atlon_underage 65 Is uninsured, including55 percent of
amilies with income between 50 and 100 percent of the
federal poverty level. Ofparticularconcem are the following
rural healdi issues: 40 %ercent of the state’s population arc
located in rural areas; 50 percent of die populadon aged 65
and above arc located in rural areas; and problems exist with
the financial instability of die state's rural hospitals.

INDIANA

Leglslatlon enacted in 1989 (1989 Indiana Acts, P.L.
327, SEA 385) established a Commission on State Heallh
Policy, Thccommissionisintendcdtoimprovediceffective-
ness Of programs financed by die state and the effectiveness
and delivery of health care sérvices in die state. A study and
recommendations are to include research on access to Healdi
care, the cost of health care and its underlying factors,
preventive health carc, and the role of healthy lifestyles. The
act also creates a State Healdi Policy Advisory Committee to

—_——— -

———

Prowde information and assist thé commission in the per- :

formancc of its duties. The commission iS to submit an
interim report to the governor and he General Assembly
before Noveml." i 1990, and a final report before Novem-

er 1,1991,

The Steering Committee on Health Carc for the Med;-
cally Underserved, a coalition of health care providers, busi-
ness, government, and consumer representatives, issued a
report calling for state-supported demonstration projects to
test private, mancm% mechanisms for uninsured and under-
insured residents, The projects are intended to help the state
develop an overall policy for financing the delivery of health
care services to the workln% poor, The committee recom-
mended Ihat the state expant
more women, children, and infants who cannot afford health
carc It also recommended that the state study ways to
develop other PUth programs to increase health covérage
for the'indigent.

MISSOURI

In December 1989, Representative Gail L. Chatficld
pro&osed sweeping legislation tocreatc the Missouri Univer-
sal Healdi Assurance Plan (HB 1127), The sponsar empha-
sized that the intent of the Jegislation’is to provide increased
health carc co_veraﬁe to citizéns who are currently ur.insured
by restructuring the state’s financing mechanisms so that
individuals, businesses, and providers of health care may all
benefit. The proposed Ieéqlslatlon would cover a range of
oPtlons mcludln]\g; mandatory employer coverage, direct
state subsidies of individual premiums, and. expansions of
Medicaid. The basic premise behind the bill is to establish a
Canadian style comprehensive health program with thre
quiding principles: universal access, cost containment, and
quality assurance.

Its Medicaid program to cover ;



ProodNoles

. ‘flic Canadian s¥stem mentioned above is perceived to
liavc one of the hest health carc systems in the deveIoBe,d
world. The model is best described as asingle-payer pu

lic
system providing affordable, universal coverage. Each prov-
Ince has 1ts own’system, although all_ provinces conform to
basic mics of unjversality and accessi |I|tay.

The Missouri Plan IS"intended to repldce the patchwork
of private and public insurance with a single state insurance
program for which everyone is eligible and within which
every resident will have access to a basic package of health
carcservices. The proposed plan would consolidate all of the
moneY presently being Pald by private companies and indi-
viduals, as well"as die'state, féderal, and local governments
into asingle fund. Finally, the plan contains quality assur-
ance provisions for constant monitoring and improvement of
the quality of carc.

OTHER

Nearly 1.8 million residents of North Carolina either
have no health insurance or inadequate coverage. A task
force of the North Carolina Insfitute ¢f Medicine has pro-
posed creation of a comprehensive hcalth-benefils plan that
would represent the minimum level of insurance cove_ra(fe to
whichallcitizens would have acgess. The planwould include
comprehensive coverage for prlmag carc, particularly pre-
ventive services, but would provide for only 10 days of
inpatient carc in order for the coverage to remain affordable.
The gross cost of the Plan would be $1.4 billion, but institute
officials_contend that the net cost would be much lower —
about $700 million. -- because of savings resulting from
reductions in cost shifting and out-of-pocket expenditlires by
the medically indigent. . _

In Washington state, a bill introduced late in 1989
would create the Universal Health Access Program, based on
titc Canadian health carc system. Nearly 700,000 people -
15 percent of the population -- remain uninsured and unable
to afford health services. Representative Dennis Braddock
hopes that a universal health system will enable the state to
combine and streamline the various health care grogra,ms
currently operated by the state with a price tag of $3 billion
ayear,

FEDERAL

Federal proposals also have addressed the issug of how
to better protect uninsured, underinsured, and uninsurable
Americans. -

The Pecpper Commission, created b}/ the now-repealed
Medicare Catastrophic Coverage Act ot 1988, is currently
formulating recommendations on how to deal with the insur-
ance crisis, curb costs, and widen access tocarc. Among the
issues heing discussed are the following: implementation of
emp'oyer-paid health insurance for workers and dePendents
coupled with a new payroll tax to buy coverage for those
lacking insurance: creafion of a single government agency

empowered to set rates for Medicaid and Medicare: and | protection to employees, provide coveraqe lor

J AFL-CIQO’s objectives are to launch a "combined
| state program [nat will control heallh carc inlluiion. require
| all busingsses todo their fair share in prowdlnq health care

Featary

has been embraced 06proposed insome slates, e.q., Massa- ,

chuseltS, Colorado, Oregon, and Washington, "However,
crltlgs fear it would hurt small firms and trigger unemploy-
ment.

Tire Social Security Advisory C_?unml,a rivate sector
panel stydying the system, lias until July 1990 to draft a
report, with a final reﬁort on the health carc system due lo die
Department of Health and Iluman Services by January 991
The Council, unlike the Pepper Commission, has nocngres-
sional mandate, and no major changes or restructuring arc
expected to be suggested. o _

. Congress has Rassed several initjatives lo expand Medi-
caid covera%e. Ine current trend is to exHand Medicaid
Whereby states arc able to address ihe health care needs of

Fregnant women, infants, and children in low-inconic_fami- ;
les. Forty-one states have raised Medicaid income gligibil- |

Ity toat least the full federal poverty level. Ofthese,nine’have
Increased their eligibility levels t0 the maximum allowed -
185 percent of feceral poverty.

LABOR/BUSINESS

. The U.S, Chamber of Commerce, the National Associa-
tion of Manufacturers, and other business grougs arc pushing
for government action, Business representatives maintain
tha% heg "have done IaII we can do" to manage health carc
C0Sts.
they pay dearly. They subsidize llie cost of carc provided to
workers whose employers do not {)rowde health care. The
Issue of health carc costs is one of the most bitterly fought at

the bargaining table, ¢.g, "Baby Bell” contract, Piitslon

Coal Company strike. , _ ,
Unions have played a major role in developing em-
Blo%{er-based health Carc coverage_ for workm(t; farnilies.
nil recently, such_ coverage provided access to carc for
most workln% Americans and their families. But the health

insurance system hasevolved during the past decade hecause

ofthe shifting economy. Over the y&ars, orﬁanlzed labor has
fought to protect workers from increased health care costs
However, only 29 percent of employers today offer 100
percent_ reimbursement for health carc, compared with 53
percentjust five yearsago. Agrowingnumbcrofworkersarc
no IonFer provided family coverage or cannot afford hl_qh
montfw premium contributions to insure spouses and clifl-
dren. Working families are now pa%/ln? more lor their health
carc, if they can afford lo pay for if all:
In order lo control skyrocketing costs, an AFL-CIQ
%rassroots campaign seeks 1o develog a five-point national
ealthcarc program that would: place acap on al Iheallh cure
expenditures, assure all Americans access to basic heal ihcarc
services, invest in techn_oIoPy assessment, deveI%P quides for
physicians to consult in {reating various conditions, and
Inform consumers about cost and qua'ity of heallh care
services by making materials available o all consumers.
Federation President Lane Kirkland lias stressed %hgt thle
ederal-

he poor and

expansion of Medicaid. The "play or pay” option already : unemployed, effectively monitor the quality of health carc,

mployers realize that if they do nat insure workers

J
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and eliminate unnecessary procedures.”

"desalts ofthe 1W#/National Medical Expenditure Sur-
vey indicate that manv cmpUwees would prefer alterna-
tives hi costly, hiyh-option traditional insurance, al-
though many employers do no offer them. Furthermore,
employees seem willing to trade some reductions in
deductibles and copayments for additional protection
against catastrophic medical expenses. But the appeal
of more traditional high-option benefits, such asfirst-
dollar coveragefor hospital slays, will lead many em-
ployees to choose, the high-optlon plans, tut matter how
financial incentives are changed to favor low-opllon

lansandilMOs " Pamela Farler\]/ Shortand AmyK.

aylor, National Center for Health Services Research.

More Americans are paying more for their own health
costs, according to the Employee Benefit Research Institute,
Of 1,(XX) Americans surveye , about 43 percent paid higher
monthly premiums in the Tast two years: another 32 percent
paid more fordcductiblcs;andabout40pcrecntpaidmorec co-
payments and depcndent-coverage costs. Critics argue that
what we do not need arc programs that arc little more than

‘band-aids,” stop-gap meastres that moderate the inequi-
ties individuals now experience in the distribution and pro-
vision of medical carc in our nation. e

‘The question remains, where will responsibility lie?
Policymakers at both the state and federal level continue to
struggle with these issues. Is a national Ie?lslatlye solution
the answer? Some argue that only a federal solution is equi-
table. On the other hand, federal Proposals arc often charac-
terized as preemptive of state authority. States are vvar?/ of
federal interventions that strip state flexibility and displace
state plans to deal with the problem. Arc individual state so-
|utions the answer? States are in var¥|ng degrees of fiscal
health. Many contend that piecemeal state solutions will fur-
ther hampcrefforts at * umyersah(tjy.” The debate continues
and states retain the authority to address theirown needs and
develop service systems designed to best respond to their
unique circumstances.

For further information , contact;
Shelda L. Harden, Policy Specialist
NCSL Health Services Pro%ram
1050 17th Street, Suite 2100
Denver, Colorado 80265
(303) 623-7800
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ALTERNATIVE FUNDING SOURCES FOR CAKE
OF TIIE MEDICALLY INDIGENT

Medical indigency issues continue to dominate health
carc agendas across the nation. Legislators feel pressure from
a variety of sources to address the problem, including health
carc advocates, business leaders, i)hysmlans, and hospitals,
most notably public hospitals, Ilie last few years have
witnessed a shift in 'oubllc.pollcy approaches to meeting the
needs of the medica lKI indigent. "The goal of presentlngi state
information in ProjectNotes has been to inform state legislators
of these approaches. _

A variety of anroaches have been proposed and imple-
mented to help solve the problem and legislators arc keenly
aware |hat what works for one state may not be acceptable or
feasible in another. Proven and promising strategics stales
have used to control health carc costs while seeking alterna-
tive revenue sources to fund care for the medically indigent
are highlighted in the April edition of ProjectNotes. A

TECHNICAL ASSISTANCE UPDATE

~ The Medical Indigency Project has sponsored state tech-
nical assistance programs in Alaska, Colorado, Kansas,
Nevada, Oklahoma, South Carolina, and Wisconsin. The
April edition of ProjectNotes recaps these programsand tracks
legislative activity surrounding the issue of medical indi-
gency in the state since the program presentation.

1989 HEALTH CARE LEGISLATION REVIEW

The Health Sendees Program is currently compiling the
seventh in a scries of NCSL publications summarizing
significant health carc laws passed by the 50 states, com-
monwealths, and territoriesin 1989. The section on Medical
.In%h %ncy will be previewed in the April edition of Pro
jectNotes.
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1l National Conference of State
_I.cglslalurc,s&NCSL) hasastrong commit-
inent to assisting stale legislatures with a
variety of medical indigency issues. NCSL
IS assembling a consortium of funders to
address the problems of medical |_nd|genc;r.
The Colorado Trust and American Col-
let:: of Emergency ,Physmlansarc the first
to ME;»ort the Medical Indigency Project.
NCSL received a twq-Yeargran; from the
Colorado Trust toassist state legislators in
developing policies on healdi carc for the
medically indigent. ThcColoradaTrustis
a private’ foundation established in 1985,
ItS primary mission is to loromote and
enhance the_health and wel -belng% of all
people, particularly the citizens of Colo-
rado. The American College of Emer-

ency Physicians strives to provide a uni-

ing diréction of purpose In the field of
emergency medicine.” The college pro-
vides"information regarding die practice
of emergency medicing and encoura?es
training Ofemergency physicians, with the
aim of Improving emergency room care,

The project conducts on-site techni-
cal assistance, publishes periodic reports,
and maintains an information clearing-
house on innovative state programsofcare
for the medically indigent. “The project
also will produce three newsletters on is-
sUes concerrjmﬁ the medically indigent.
ProjectNotes is the first ina series of reports
onaceess tocarc, financing, and the qual-
ity ?f health carc for the medically indi-
gent.

National Conference

of Slate Legislatures

1050 17th Street, Suite 2100
Denver, Colorado 80265

TECHNICAL ASSISTANCE

_Technical assistance services offer
legislatures programs tailored specifically
todicir state's Situation. Assistance in the
?ast has included special workshaps, assis-
ance with drafting legislation, and special
testimony.
~ Anumber of states have ex?ressed an
Interest in technical assistance for 1989 -
1990 on a variety of topics related to the
issue of medical |nd|genc¥. Requests for
technical assistance come from states with
Iarge medically indigent populations and
states Inat have expérienced a recent in-
crease in diis qroup. Stales chosen to re-
ceive technical assistance arc determined
according to state need. issue area, poten-
tial impact on the legislative process, and
legislative interest ITyourstatclegislaturc
Is Interested in more information on tech-
nical assistance prog_rams _con_cernmP Is-
sues affecting the medically indigent please
contact project staff.

PUBLICATIONS

The Medical Indigency Project has
produced a variety of publications and other
Information resources on major_ medical
indigency health policy issues. One copy
of each publication is lorqwded upon ré-
questat no cost tostate legislatrrs, legisla-
tive staff, and state legislative_[ibrarjes.
Please contact NCSL's Book Order De-
parttment at the number listed in the FYI
Section.
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LGOS

. "lhe Medical Indigency Project and
oilier health projects have developed an
extensive information clearinghouse on a
variety of health topics. 1he information
clearinghouse guarantees Ieplsla_tors and
Ieé;lslatwe staffa quick, reliable arid knowl-
edgeable source of infrmation when re-
search reports and legislation arc being
formulated, NCSL'S Healdi Services
Program fields over 1,000 information
requiests a year from legislative offices,
health departments, other heallh carc pro-
fessionals, and the media, _
... Requestscover a broad range of megical
|nd|gency topics, including: uncompen-
sated care, Medicaid ell%l ility and' ex-
pansjon, fundingsources, healthinsurance
requlation, risk pools, mandated health
benefits, and state programs for the medi-
cally indigent. The resources of the Medi-
cal Indigency Project information clear-
inghouse may be accessed by contacting
project staff.

i EMiRRs

NCSL's Annual Meeting aid other
seminars and conferences provide an op-
portunity toreach a Iar%e_number of inter-
ested legislate.,Health issues ruealways
among themostimportantsessionsalihcsc
meetings anddraw large audiences, Infor-
mationon upcoming workshops will be in-
cluded in future editions of ProjectNotes.
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Disassias with Health Policymakers

by Linda Demkovj(ib\\

Alliance Strives for Universal Coverage

In 1989, after a legislative effort that
would have allowed all Minnesota
residents to buyinto a basic "Chev-
rolet"insurance plan to coverhealth
care costs fellapartin a dispute over
financing, Rep. Paul Anders Ogren
decided it was time to do what has
become known in the political world
as "networking."

The themes sounded again during
the debate overthe Minnesota insur-
ance plan, Ogren said, ''was that it
will become a magnet for people
who are ill, thatit willput[the state]at
an economic disadvantage relative
to its neighbors, that the problem
has to be solved by federal action,
because ofthe sheercomplexityand
the cosh"

Looking around, however, Ogren
realized that many other states were
also trying to address the problems
of the uninsured and that a few -
most notably Massachusetts and
Oregon - had actuallysucceededin
enacting substantive reforms. The
problem, in his view, was that they
were doing so in isolation, with no
means for snaring information and
learning how to avoid each other's
mistakes. "There was no resource
network for progressive legislators
pushing for universal health care ata
state level," he observed.

That's when tne Minnesota Demo-
crat hit on the idea of launching the
State Alliance for Universal Health
Care - "as sort ofasignalto legisla-
tors across the country that we can
beadamnedsightbolderthanwe Ve
been thus far."

In mio December, in concert with
the Heallh Committee olthe National
Conference 0l State Legislatures
(NCSL), the Alliance co-sconsored

a special two-day seminar on the
theme "ExpandingAccess to Health
Care." The session, a follow-up to
the Alliance's first formal meeting,
which was held in August 1990 in
Nashville, took place just before the
NCSL'sregularstate-federalassem-
bly in Washington, D.C., and attracted
60 attendees. Among the featured
speakers were Sen. Edward M.
Kennedy (D-MA) and maverick Sena-
tor-elect Paul Wellstone (D-MN).

In separate interviews after the
seminar, State Health Notes talked
aboutthe Alliance andthe prospects
for enactment of a universal health
care system with both Ogren and
Ohio Rep. RobertF. Hagan (D), who
Is member of the Alliance's board of
directors.

"A Dollaris A Dollar"

The immediate aim of the Alliance
is to build "a coalition of legislative
leaders... committed tothe guaran-
tee of universal health care in each
of our states." Longer term, accord-
ing to the mission statementdrafted
in April 1990, "our collective efforts
must and will culminate in a national
resolution, through the Congress and
President" in support of universal
care.

Atpresent, neitherOgrennorHagan
sees signs thatfederalpolicymakers
are ciose to achieving that goal or
ihat they are committed to helping
the states achieve it by eliminating
some of the barriers that Congress
has, over the years, thrown in the
States' way.

"The reason for the proliferation
of organizations like the Alliance,"”
sau Hagan, the chiefsponsor of the
Universal Health Insurance for Ohio
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(UHIO) plan, which is modeied on
Canada’s national health system, "is
the realization that the federal gov-
ernment cannot do it." Problems -
ranging from the failure of the sav-
ings and loan industry and the bur-
geoning budget deficit at home to
the threatening situation in the Per-
sian Gulf - Will continue to divert
Washington policymakers from the
health system crisis, the Ohio law-
maker said.

At the same time, Hagan said, the
federal government has thrown up
roadblocks - things such as ERISA,
the federal pension law that bars
states from requiring companies that
self-insure to comply with mandated
health insurance benefits and risk-
poollaws, and a cumbersome waiver
process thatdiscourages the states
from experimenting with Medicaid
reforms. "lwould like to see a waiver
granted thatwould allow one state to
implementa single-payer system and
work it outoveraperiod offive to ten
years," he said.

The concept underlying the UHIO
planisnotanew one, afterall, Hagan
continued. ' This is something that
has been implemented in Canada.
Atsome point, we have to admit that
someone had a better idea." Like
Canada, which sold its system prov-
ince to province, "we have to go
state to state until ,ve convince [the
federal government] of the need for
a national plan." Until that happens,
"we'll have to take respons'bility for
our own problems. What I've real-
ized is that when the/ are viewed
trom that oerspective, the problems
are not nearly as big."

Part of the problem, Ogren says, is
that liberal congressional leaders like
Kennedy have been unwilling to admit



