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Article 11l The Executive

Section 19 - Military Authority.

The governor iscommander-in-chiefof the armed forces of the State. He
may call out these forces to execute the laws, suppress or prevent insur-
rection or lawless violence, or repel invasion. The governor, as provided
by law, shall appoint ah general and flag officers of the armed forces of
the State, subject to confirmation by a majority of me members of the
legislature in joint session. He shall appoint and commission all other
officers.

Section20- Martial Law

The governor may proclaim martial law when the public safety requires
it in case of rebellion or actual or imminent invasion. Martial law shall
not continue for longer than twenty days without the approval of a
majority of the members of the legislature injoint session.

Section 21 - Executive Clemency.

Subject to procedure prescribed by!;. . the governor may grant pardons,
commutations, and reprieves, and may suspend and remit fines and for-
feitures. This power shall not extend to impeachment. A parole system
shall be provided by law.

Section 22 - Executive Branch

All executive and administrative offices, departments, and agencies of
the state government and their respective functions, powers, and duties
shall be allocated by law among and within not more than twenty prin-
cipal departments, so as to group them as far as practicable according to
major purposes. Regulatory, quasi-judicial, and temporary agencies may
oc established by law and need not be allocated within a principal depart-
ment.

Section 23 - Reorganization.

The governor may make changes in the organization of the executive
branch or in the assignment of functions among its units which he con-
siders necessary for efficient administration. Where these changes re-
quire the force of law, they shall be set forth in executive orders. The
legislature shall have sixty days of a regular session, or a full session if of
shorter duration, to disapprove these executive orders. Unless disap-
proved by resolution concurred in by a majority of the members in joint

Article 11 The Executive

session, these orders become effective at a date thereafter to be desig-
nated by the governor.

Section 24 - Supervision.

Each principal department shall be under the supervision of the gover-

Seion 25 eparent ek

The head of each principal department shall be a single executive unless
otherwise provided by law. He shall be appointed by the governor, sub-
ject to confirmation by a majority of the members of the legislature in
joint session, and shali serve at the pleasure of the governor, except as
otherwise provided in this article with respect to the secretary of stale.
The heads of all principal departments shall be citizens of the United
States.

Revisor's note - Senate Joint Resolution No, 2, “changing the name of the secretary of

state to lieutenant governor” in 16 Sections of the A’aska C institution, approved by the
voters August 25, 1970, inacvertently omitted express amendment ot this section.

Section 26 - Boardls and Commissions,

When a board or commission is at the head ofa principal department or
a regulatory or quasi-judicial agency, its members shall be appointed by
the governor, subject to confirmation by a majority of the members of
the legislature in joint session, and may be removed as provided by law.
They shall be citizens of the United States. The board or commission may
appoint a principal executive officer when authorized by law, but the ap-
pointment shall be subject to the approval of the governor.

Section 27 - Reoess Appointments,

The governor may make appointments to fill vacancies occurring during
a recess of the legislature, in offices requiring confirmation by the legis-
lature. The duration of such appointments shall be prescribed by law.
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§ 24.08.110 Alaska Statutes § 24.08.210

- Sec. 24.08.110. Bills carry over. A bill introduced but not receiv-
ing final action in the first reqular session of a legislature carries over
in the same reading or status into the second regular session of the
same legislature. (8 40ch 157 SLA 1959)

tes. — Formerly AS

enumbered in 1985

Article 2 Constitutional Amendments and Executive Orders.

itutional amendments

ive orders

Sec. 24.08.200. Constitutional amendments. The legislature
may propose amendments to the state constitution throu%_h the
adoption of a joint resolution by an affirmative vote of two-thirds of
the membership of each house.” Resolutions progosmg constitutional
amendments shall be treated as bills. (§ 41 ch 157 SLA 199)

RRRRRRR 's notes. — Formerly

Sec. 24.08.210. Executive orders. An executive order proposing a
chan?e in the executive hranch and requmnP the force of law under
art. 1, sec. 23, Constitution of the State of Alaska shall be submitted
to the presiding officer of each house on the day the house organizes.
The legislature has 60 days of a regular session, or a full session if of
shorter duration to d|saP_pr0\_/e the order. Unless disapproved by a
special concurrent resolution introduced in either house, concurred in
b}/ a majority of the members in joint session, the order becomes
effective at d date thereafter to be designated br the ?overnor. An
order submitted to but not disapproved by the legislature shall be
published in the bound session laws and any codification of state law.
(8 12¢ch 47 SLA 1961)
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University of Alaska)

Judiciary (the programs and activities of the
Alaska Court System and the Department of Law, and the
legal and substantive review of bills referred to it
for that purpose;

Labor and Commerce (the programs and activities of
the Department of Labor relating to labor-management
relations, industrial safety, unemployment compensa-
tion, and workers' compensation and the programs and
activities of the Department of Commerce and Economic

Development)

Community and Regional Affairs (the programs and
tivities of the Department of Community and Regional
fairs and other matters relating to political subdi-

isions 1
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Resources (the programs and activities of the
Departments of Fish and Game, Natural Resources, and
Environmental Conservation)

Rules (interpretation of the Uniform Rules, calen-
dar, the ‘internal administration of the house and
matters pertaining to the management of the legislature

as a whole)

State Affairs (programs and activities of the
Office of the Governor and the Departments of Adminis-
tration, Military Affairs and Public Safety, and pro-
grams and activities of the Department of Transporta-
tion and Public Facilities relating to public facil-
ities)

Transportation (programs and activities of the
Department of Transportation and Public Facilities
relating to transportation and other legislative mat-
ters relating to transportation).

(b) The committee chairmen are authorised to form
such subcommittees as they determine to be necessary.

SPECIAL AND JOINT COMMITTEES

RULE 21.  SPECIAL AND JOINT COMMITTEES. (a) A
special committee is a committee of one house. A
special committee may he established only by the adop-
tion of a simple resolution. The presiding officer of
each house appoints the members of a special committee
and designates a member to chair the special committee
unless otherwise ordered by the house. The persons who
chair like committees of each house may arrange for the
committees to meet jointly to receive testimony and
deal with other matters which may be expedited by joint
committee action.

(b) A joint committee is a committee of both
houses. A joint committee may be established only by
the adoption of a concurrent resolution. The presiding
officer of each house appoints one-half of the members
of a joint committee. The persons who co-chair a joint
committee shall be chosen in the manner provided bv the
presiding officers.

(c) A resolution establishing a special or joint
-8-
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committee shall specifv the date nr conditions of
termination of the committee. A standing committee may
meet between sessions. A special or joint committee
may meet during the session or between sessions, or
both, as authorized by the resolution which establishes
the committee. A standing, special, or joint committee
which acts between legislative sessions may consider
any legislative matter which 1is consistent with the
jurisdiction of the committee. A standing, special, or
joint committee which acts between legislative sessions
constitutes a subcommittee of the Legislative Council
for administrative purposes. A special or joint com-
mittee may expend money only in accordance with an ap-
propriation made for the work of the committee.

(d) A committee may not he established unless
authorized by law or by the Uniform Rules.

OPEN AND EXECUTIVE SESSIONS

RULE 22. OPEN AND EXECUTIVE SESSIONS. (a) Al
meetingsof a legislative body are open to all legisla-
tors, whether or not they are members of the particular
legislative body that is meeting, and to the general
public except as provided in (b) of this rule.

(b) A legislative body may call an executive
session at which members of the general public may be
excluded for the following reasons:

(1) discussion of matters, the immediate
knowledge of which would adversely affect the finances
of a government unit;

(2) discussion of subjects that tend to
prejudice the reputation and character of a person;

(3) discussion of a matter that may, by law,
be required to be confidential.

(c) When a legislative body desires co call an
executive session in accordance with (b) of this rule,
the body shall first convene as a public meeting and
the question of holding an executive session shall be
determined by a majority vote of the members present.

(d) The provisions of this rule may not be inter-
preted as permitting the exclusion of a legislator from
an executive session, whether or not the legislator s
a member of the body that- is meeting. A legislator not
a member of the body holding an executive session
shall, however, be subject to the same rules of con-
fidentiality and decorum as pertain to regular members

of the body.
COMMITTEE MEETINGS

RULE 23. COMMITTEE MEETINGS. (a) Written notice
of Che time, place and subject matter of all meetings
of standing, special, and joinc committees during a
week shall be provided by the person who chairs the
committee co the chief clerk or secretary by 4:00 p.m.
on the preceding Thursday, The person who chairs the
commitcee to which a bill or resolution is first refer-
red shall provide to the chief clerk or secretary
written notice of the time and place of the first

o



co be scheduled shall automatically be referred to the
next committee of reference on Che fourth day following
the transmittal of the request to the chair.

(c) Bills in the Rules Committee of each house
shall be placed on the daily calendar in second reading
within three days after receipt of a request signed by
a majority of the full membership of the committee and
the presiding officer following the procedure provided
in fa) of this rule to place a particular item of
legislation on the calendar,

(d)  Nothing in this rule prevents an oral motion
to discharge a bill from committee by any member of the
body at any time.

RESOLUTIONS

RULE 49, RESOLUTIONS, (a) The only type of
instrument other than a bill or <citation authorized
under these Uniform Rules is a resolution. The types
and uses of resolutions are as follows:

(1) A simple resolution is a formalized
motion passed bv one house only and hearing the heading
"House Resolution" or "Senate Resolution". It may be
used to express the will, wish, view, opinion, sympa-
thy, or request of the house adopting it. The simple
resolution shall be used to establish a special commit-
cee. It does not require committee referral, three
readings, or a roll call vote. Approval of a simple
resolution requires a majority vote of the full member-
ship of the house.

(2) A special resolution headed “"House
Special Resolution" or "Senate Special Resolution" s
used only for the purpose of expelling a member under
provisions of Sec. 12, Art. Il, of the State Constitu-
tion. The special resolution requires a referral to
the Rules Committee, three readings, and a two-thirds
vote of the full membership of the house for approval,

(3) A concurrent resolution is similar to
the simple resolution but reflects the will, wish, view
or decision of both houses speaking concurrently. It
is used particularly to handle the internal business of
the legislature, e.g., adjournment of the legislature,
suspension and amendment of the Uniform Rules, request-
ing action of executive agencies and interim commit-
tees, and fixing the time and place for joint assem-
blies. This resolution is also used for establishing
joint committees. This resolution does not require
committee referral, three readings, or anything other
than approval of a majority vote of the full membership
of each house unless otherwise required by the rules.

(4) A special concurrent resolution is
employed to consider disapproval of an executive order
of the governor laid before Che legislature under

provisions of Sec. 23, Art. IIl, of the State Constitu-
tion. This resolution must be considered by a joint
committee and may be adopted by a majority vote of the
full membership of the legislature in joint session

without recourse to three readings.
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HOUSE LETTER OF INTENT

CSHCR 4 (FINANCE) am

It is the intent of the Legislature that the Joint Committee on
School Improvement study possible amendments to the public school
foundation formula including additional state aid for those school
districts that have a longer school year than required by state law

or that hold a summer school.

Adopted by the House 5/6/91



Alaska State Legislature
Senate o

] . State Capitol
Official Business Committee on 3Inance Juneau, Alaska 99811

MEMORANDUM

TO: Senator Arliss Sturgulewski, Chair
Senate Health, Education, and Social
Services Committeev

. V VoA
FROM: Senator Jay Kerttula

SUBJ: Senate Concurrent Resolution 7 --
Education Committee

DATE: March 12, 1991

| would appreciate it if you would schedule SCR 7 --
establishing a standing committee on education.

| have attached a list of committees which consider education
in other state legislatures. As you are well aware, the HESS
committees are second only to Finance in the volume of bills which
are heard. The Alaska Constitution gives us a high duty in the area
of education, and | believe that a standing committee would give us
the time and forum to pay sufficient attention to this important
topic. It is an anachronism that, while our Constitution makes a
strong legislative commitment to education, Alaska is one of only
nine states which does not have a standing committee on education
in both houses of the legislature.

| urge your consideration of SCR 7. The National Education
Association supports this resolution.

JK:kh



N&ska Jliale “egislature
Senate

Pouch V
State Capitol

Official Business Juneau, Alaska 99811

SPONSOR STATEMENT
SENATOR JAY KERTTULA

SENATE CONCURRENT RESOLUTION 7
STANDING COMMITTEE ON EDUCATION

Senate Concurrent Resolution 7 would change the uniform rules
to establish a standing committee on education.

The Alaska Constitution gives us a high duty in the area of
education, and | believe that a standing committee would give us the
time and forum to pay sufficient attention to this important topic.
There are 40 other states which have a standing committee on
education, some of these states emphasis education to an even
greater extent by having standing committees on both education and
postsecondary education. It is an anachronism that, while our
Constitution makes a strong legislative commitment to education,
Alaska is one of only ten states which does not have a standing
committee on education in both houses of the legislature.

| urge passage of SCR 7. The National Education Association
supports this resolution.
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4/9/91

CS FOR SENATE CONCURRENT RESOLUTION NO. 7 (HES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION
BY SENATE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

Offered:
Referred:

Sponsor(s): SENATOR KERTTULA
A RESOLUTION

Proposing an amendment to the Uniform Rules of the Alaska State Legislature creating
and relating to the jurisdiction of the Education standing committees, and relating to the
jurisdiction of the Health and Social Services standing committees; and providing that the

amendment will take effect on the convening of the First Session of the Eighteenth Alaska

State Legislature.

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

* Section 1. Rule 20(a) of the Uniform Rules of the Alaska State Legislature is amended to read:
(a) Each house has the following standing committees with the jurisdiction indicated:
Finance (all appropriation, revenue, capital improvement, and bonding measures, the
executive budget, and the programs and activities of theDepartment of Revenue)
Health [[ EDUCATION] and Social Services (the programs and activities of the
Department of Health and Social Services and[,] the Department of Corrections [EDUCATION,
AND THE UNIVERSITY OF ALASKA])

Education (the programs and activities of the Department of Education and the

University of Alaska)

1 CSSCR 7(HES)
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Judiciary (the programs and activities of the Alaska Court System and the Department

1

2 of Law, and the legal and substantive review of bills referred to it for that purpose)

3 Labor and Commerce (the programs and activities of the Department of Labor relating
4 to labor-management relations, industrial safety, unemployment compensation, and workers”
5 compensation and the programs and activities of the Department of Commerce and Economic
6 Development)

7 Community and Regional Affairs (the programs and activities of the Department of
8 Community and Regional Affairs and other matters relating to political subdivisions)

9 Resources (the programs and activities of the Departments of Fish and Game, Natural
10 Resources, and Environmental Conservation)
11 Rules (interpretation of the Uniform Rules, calendar, the internal administration of the
12 house and matters pertaining to the management of the legislature as a whole)
13 State Affairs (programs and activities of the Office of the Governor a :d the Departments
14 of Administration, Military and Veterans’ AffairSj and Public Safety, and programs and activities
15 of the Department of Transportation and Public Facilities relating to public facilities)
16 Transportation (programs and activities of the Department of Transportation and Public
17 Facilities relating to transportation and other legislative matters relating to transportation).

18 * Sec. 2. The amendment proposed by this resolution takes effect on the convening of the First

19 Session of the Eighteenth Alaska State Legislature.

CSSCR 7(HES) 2
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SENATE CONCURRENT RESOLUTION NO. 7 '
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY SENATOR KERTTULA

Introduced: 1/30/91
Referred: Health, Education and Social Services

M A RESOLUTION

1 Proposing an amendment to the Uniform Rules of the Alaska State Legislature cr ting
i 2 and relating to the jurisdiction of the Education standing committees, and relating to the
3 jurisdiction of the Health and Social Services standing committees; and providing that the
-4 amendment will take effect on the convening of the First Session of the Eighteenth Alaska

5 Slate Legislature.

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

7 * Section 1. Rule 20(a) of the Uniform Rules of the Alaska State Legislature is amended to read:

8 (a) Each house has the following standing committees with the jurisdiction indicated:

9 Finance (all appropriation, revenue, capital improvement, and bonding measures, the
10 executive budget, and the programs and activities of the Department of Revenue)
ijll Health ( EDUCATION] and Social Services (the programs and activities of the
12 Department of Health and SocialServices [ THE DEPARTMENT OF EDUCATION, AND THE
13 UNIVERSITY OF ALASKA|) [/ / O B |
14 Education (the programs and activities of the Department of Education and the
15 University of Alaska)

SCRH7a 1 SCR 7
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Judiciary (the programs and activities of the Alaska Court System and the Department
of Law, and the legal and substantive review of bills referred to it for that purpose)

Labor and Commerce (the programs and activities of the Department of Labor rel ling
to labor-management relations, industrial safety, unemployment compensation, and workers’
compensation and the programs and activities of the Department of Commerce and Economic
Development)

Community and Regional Affairs (the programs and activities of the Department of
Community and Regional Affairs and other matters relating to political subdivisions)

Resources (the programs and activities of the Departments of Fish and Game, Natural
Resources, and Environmental Conservation)

Rules (interpretation of the Uniform Rules, calendar, the internal administration of the
house and matters pertaining to the management of the legislature as a whole)

State Affairs (programs and activities of the Office of the Governor and the Departments
of Administration, Military Affairs, and Public Safety, and programs and activities of the
Department of Transportation and Public Facilities relating to public facilities)

Transportation (programs and activities of the Department of Transportation and Public

Facilities relating to transportation and other legislative matters relating to transportation).

* Sec. 2. The amendment proposed by this resolution takes effect on the convening of tne First

I> Session of the Eighteenth Alaska State Legislature.

SCR 7
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NEA-ALASKA

AFFILIATE!) WITH THE NATIONAL EDUCATION ASSOCIATION

v
ANCHORAGE REGIONAL OFFICE JUNEAU OFFICE FAIRBANKS REGIONAL OFFICE
1411 W 33RD AVENUE 105 MUNICIPAL WAY. SUITE 302 2118 CUSHMAN STREET
ANCHORAGE. ALASKA 99503 JUNEAU. ALASKA 99S01 FAIRBANKS. ALASKA 99701
(907) 274-0536 (9071 556-3090 (907) 450-4435
FAX: (907) 274-0551 FAX: (907) 5S6-2744 FAX:(907) 456-2159
March 25, 1991

TO: Senator Sturgulewski, Chair

Members, Senate HESS Committee

RC:

SCR 7; "Proposing an amendment to the Uniform Rules of Alaska State
Legislature creating and relating to the jurisdiction of the Education standing
committees, and relating to the jurisdiction of the Health and Social Services
standing committees; and providing that the amendment will take effect on the
convening of the First Session of the Eighteenth Alaska State Legislature.”

NEA-Alaska supports and encourages the creation of a separate standing committee re-
public education and the university system.

The current HESS Committees have policy res;%onsmlhty_ for two of the most
comprehensive agencies in state governmént. The magnitude of load which is always
before the, HESS committees. is substantial and may périodically preclude adequate
consideration of critical policy issues.

Public_Edycation and Health and Social Services arc also a substantial part of the
oRgratln budget of the State and must effectively monitor entitlement formula funding
and many feadral piograms as well.

It is our opinion that the changes proposed by SCR 7 would result in better and more
timely policy decisions, continlity inappropriate legislative oversight, and the ability to
be more responsive to the Increasing and ever changing needs in public education.

The opportunity and potential need for interim work by a standing Education committee
would tg)ermn qumlators to more closel% focus on specific programs, services, and needs in
our public schools and university system.

Thank you for your consideration of our position and recommendation.

Respectfully submitted
Hob Manners
Executive Director President

cc: Senator Kerttula

Crr-’



STATES WITH STANDING COMMITTEES ON EDUCATION

ALABAMA
ARIZONA
ARKANSAS
CALIFORNIA
COLORADO
CONNECTICUT
DELAWARE
FLORIDA
GEORGIA
HAWAILI
IDAHO
ILLINOIS (two committees in each house)
INDIANA
I10WA
KANSAS (two committees in each house)
KENTUCKY
LOUISTANA
MAINE
MASSACHUSETTS
MINNESOTA
MISSISSIPPI (two committees 1in each house)
MISSOURI (House has two committeas)
NEBRASKA
NEW HAMPSHIRE
NEW JERSEY (House has two committees)
NEW MEXICO
NEW YORK (two committees in each house)
NORTH CAROLINA (two committees in each house)
NORTH DAKOTA
OHI10
OKLAHOMA (HOUSI has two committees)
OREGON
PENNSYLVANIA
SOUTH CAROLINA
SOUTH DAKOTA
TENNESSSEE
TEXAS (House has two committees)
UTAH
WASHINGTON (two committees iIn each house)
WEST VIRGINIA
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FISCAL NOTE

STATE OF ALASKA BILLNO:  SCR 10

1991 LEGISLATIVE SESSION

Revision Date: Department Alfected: Legislative Affairs Agency

Title: Establishing a Health Resources BRU:  Legislative Council

and Access Task Force. . _

Sponsor:  Senator Duncan Component. Council & Subcommittees

Requestor:  Senator Duncan Session Expenses, Legis. Cper Budget
COMPONENT SERIAL NO: 783

Expenditures/Revenues: (Thousands ot Pol ars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES 68.4 42.0 0 0 0 0
TRAVEL 22.5 11.0 0 0 0 0
CONTRACTUAL 92.0 46.0 0 0 0 0
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS

TOTAL OPERATING 182.9 99.0 0 0 0 0
CAPITAL 0 0 0 0 0 0
REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND 182.9 99.0 0 0 0

FEDERAL FUNDS

OTHER

TOTAL 182.9 99.0 0 0 0
POSITIONS:

FULL-TIME 1 0 0 0 0 0
PART-TIME 0 1 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year impact:
ANALYSIS: (Attach a separate page if necessary)

SCR 10 establishes a Health Resources and Access Task Force within the Legislative Branch. The
following is requested to adequately support the task force:

h
/. |
Prepared By Pamela A Stoops, Director | Phone: 465-3850
Division: Administrative Services 0 Date:  2/26/91
Approved By: Warren W Lndicott, Executive Director e |
Agency: Legislative Affairs Agency ’ Dale:  2'26/91

Distribution (by preparer). Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
Page 1 of 2



CONTINUATION OF FISCAL NOTE:

PERSONAL SERVICES
Stall is requested as follows to assist the Health Resources & Access Task Force.

Legislative Assistant - Range 21A
$4,155 x 12 months = $49,860
$49,860 x 37% benefits = $68,427
Funding for FY 93 is for seven months. The task force is terminated February 1,1993.

TRAVEL
It is anticipated there will be 3 meetings of the Health Resources & Access Task Force.

3 meetings x 12 members = 36 airfares
36 airfares x $436 = $15,696
2 days per diem x 36 =72

72 days x $95 = §6,840
It is assumed that the travel costs for the two Executive Branch members will be absorbed

within their existing budgets.

CONTRACTUAL
Professional services funding to carry out the task force duties-$90,000.

Advertising - advertising of public notice of meetings-$2,000.

SUPPLIES
Supplies for the task force will be absoibed within the Session Expenses and Legislative

Operating Budgets.

EQUIPMENT
Equipment for the task force will be absorbed within the Session Expenses and Legislative

Operating Budgets.

SCR 10

PageJ |
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A laska State Legislature

SENATOR ARLISS STURGULEWSKI, Chairman P.O. BOX V
SENATOR PAUL FISCHER, Vice Chairman ROOM 427
SENATOR SAM COTTEN STATE CAPITOL
SENATOR LYMAN HOFFMAN JUNEAU, ALASKA S3811
SENATOR CURT MENARD (907) 465-3762

Senate Committee on
Health, Education and Social Services

MEMORANDUM 03 March 1991
TO: Terri Lauterbach
Legislative Legal Services

FROM:  Senator Arliss Sturgulewski
Chair, Senate HESS Committee

Please have a HESS Committee subsititute drafted for SCR 10
incorporating the changes on the attached bill draft. Twould
appreciate getting the draft back this afternoon.

Posi-li scra-id lax Itansmillal momo 7G%
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5T -
CS FOR SENATE BILL NO. 7 (HES)

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

BY THE SENATE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

Offered:
Referred:
Sponsors):  SENATORS KERTTULA, Fischer, Rodey, Menard, Jones

A BILL
FOR AN ACT ENTITLED
"An Act relating to state aid for education; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*[ delcf& )

? d&c2Zjf
X * Section |, AS 11.%4.041@) IS amended to read:

5
6
[
8
9

10
1
12

13
14

() For funding communities that have an average daily membership of less than 200 in

grades K-6 or less than 200 in grades 7-12, combined elementary and secondary instructional
units are determined under the following table;

ADM No. Instructional Units

1-10 2

n -2 2 + ((ADM-10)/5)

2l -60 4 + ((ADM-20/8)

61 - 240 [120] 9 + ((ADM-60)/12)

241[121]- 525 24 + ((ADM-240V14)

[14 + ((ADM-120)/15)]
*Sec. 2. AS 14.17.041(b) is amended to read:

M Apx CSSB 7(HES)
te M. Unam iined 10ELETED TEXT BRACKETED '
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(b) For funding communiries that are not included under (a) of this section,

(1) Instructional units for elementary students are determined by the formula: units
= \6 [15] + ((ADM-200)/17), where ADM is the number of students in average daily
membership in grades kindergarten through 6;

(2) instructional units for secondary students are determined by the formula; units
= 19 [18] + ((ADM-200)/13), where ADM s the number of students in average daily
membership in grades 7 through 12,

* Sec. 3. AS 14.17.041 is amended by adding a new subsection to read:
(e) A.municipality that is a schooLdisrrict with an ADM of 750 or less that consists of

one funding community shall increase the elementary and secondary instructional units received
under (a) or (b) of this section by multiplying the instructional units by a percentage determined
under the following table:

District ADM Percentage
1-250 112

251 - 525 108

526 - 750 1.06

* Sec. 4. AS 14.17.056 is amended to read:
Sec. 14.17.056. INSTRUCTIONAL UNIT VALUE. The instructional unit valueis

$63.000 [560,000].
* Sec. 5. This Act takes effect July 1, 1991,

CSSB 7(11ES) -



ALASKA DEPARTMENT OF EDUCATION
PROJECTED FY92 FOUNDATION PROGRAM

AASA PROPOSED PROGRAM REVISIONS

PREPARED 2/13/91
REVISED 3/11/91
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YUKON FLATS 57/
YUKON/KOYUKUK 510
YUPIT Seo
TOTALS

NEW TABLES
aas*ecT))

PROP%SAL

$240,000

$139,2
$3744

N S

OO
o

$120,0

o

$1308

O

SHH PP
o

$480.
§160,
1740

$120,0

OO0 [
O OO
OO

OOOOOoOD

—
—~
I~

O

$120,0

OO

(el
OO OOOIOIODODDDS

>
—p—
[pele]
OO

$3,358,800

7/ MOT tkjdLLcbeX) JAJCE€jFtujl .

EFFECT OF COMMITTEE SUBSTITUTE SB 7 (HES) wvs.
at $60,000

SB 54

SEC. 4 TOTAL COST
NEW TABLES SINGLE SITE OF SEC. 2.3 &4
AASAMECP>  MUNICIPALITIES UNITVALUEAT
PROPOSAL <<TT50ADWC> (A$60,000’\2)
30 2*V 237 .onr,%0 15 ,400
$157.8 8 $0 157,808
"A* 47. foon
%58,880 §8 %58,880
14 400 0 54,400
173,400 755000 %0 173,400
225,000 0 225,000
St S0 siiann
80 0 $0
157,200 0 157200
196,200 %187,800 384000
174600 165,600 340,200
%8 Tfc 77,2 ftco 80 139,200
$2418 $234.000 475,800
80 80 374 400
$39,000 $150,000 189,000
%177,000 $0 177,000
119400 $165,600 285,000
30 $96,600 %96,600
$63,000 0 63,000
$ 0 %120,000
$53,400 $129,600 %gg,ggg
: -fa /ftaboo :
sl oty L
3e4D. 40 d :
600 42 430 §226,200
0 0 130,800
$82.800 0 $82.800
0 0 80
$93,000 0 %93,0 0
%393,000 0 93,000
117,000 0 597,000
$72,000 $155,400 221400
8Cr& _<£7C*.L*00 0 160,800
$158,4 0 0 332,400
132,000 0 306,000
%0 %58,200 %58,200
0 $189,000 $ 09$888
74.7241.400 $0
99,500 | 0 99100
*V 2.9/.500 ,
1080 She %121,200
66,600 0 %66,600
47400 0 47 400
0 127,800 127,800
0 122,400 122,400
$172 800 157800 330,600
07U J&L&.000 3 133,200
0 %193,2 0 313200
34,800 126,000 160,800
39,600 0 39.600
59,400 0 59,400
30,600 0 30,600
$4.435.200 $2 513,400 $10,307,400
A Uijjj"kA/Pa,." A RFM&T &S * -
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AASA PROPOSED PROGRAM REVISIONS

PREPARED 2/13/91
REVISED 3/11/91 TAB!

PRO é)SAL
ADAK. 775
ALASKA GATEWAY £97.

ALEUTIAN REGION -
ALEUTIA
“‘ANCHORAGE $2520
ANNETTE ISLANDS
BERING STRAIT
BRISTOL BAY
0

CHGACH ’H
COPPER RIVER t
CORDOVA 423,

CRAIG

DELTA/GREELY $146,1

DILLINGHAM fas 50
AFAIRBANKS $3031
JS.O.
0
$126,0
HUNAMIUT
i -
KETCHIKAN b
7

KLAWOCK
KODIAK

KUSPUK

LAKE AND PENN.
LOWER KUSKOKWIM
LOWER YUKON
MATSU

NENANA
NOME

TOO
5& 1.
420 %8
00
J/ eo ;?8
NORTH SLOPE A
NORTHWESTARCTIC  © %qe[} "
PELICAN
PETERSBURG 701 0
t& PRIBILOF %
RAILRELT
SITKA 774. $126,0
357-

Jiu>

SOUTHWEST
ST MARY'S

TANANA
UNALASKA

8

$139,860
$126,0Q0

YAKUTAT 159\
YUKON FLATS 37/
YUKON/KOYUKUK 510
YUPIIT

o

©

0

ITOTALS ’

$3,526,740
&/JQTIK)&UJIDLE> MJ 0845W A 15B/0/L .

EFFECT OF COMMITTEE SUBSTITUTE SB 7 (HES) vs.

PROJECTED FY92 FOUNDATION PROGRAM ~ at

SB 54

$63,000

ST o L L
Mg % *PEAil NITVALUE UNIT>AUJEAT

PROPOSAL J BY$3000  €$63.000 >
2 2 2480 %382 500
$165.690 242 880 —$408570
%38 310
$6 740 $254'100
15120 $1o 064 760 $10.331,380
162.07077 $309.210
236,250 839 50 $1.075,500
%60,650 S&.0rD 122,310 gzsz,%o
143 174660 249,000
%80,040 980,040
165,060 65.950 431,010
206,010 $197,190 140,430 543,630
183:330 173:380 117510 174720
00 7353€ %0 $261.000 407160
$253,8 $205.700 $184890 684,480
0 $3,g44,520 $4.037.640
$40.950 $1575 74760 2713210
$185,850 $135.960 21,810
125’3%8 %173,880 %80,070 379,320
1014 51030 152460
$66.1 $258.000 324,150
$1.305.870 $1.431.870
$56.070 $136,080 64,260 256.410
%100 800 02370 193,170
L0 g I

92.0 \ \
$86,9§§ 150,5% §72,138 209,690
43400 880,740
$86,9%8 759,620 346,560
315,330 315,330
%97,650 $1.666.680 1,764,330
$ 12,650 $692'520 1105.170
172'850 $2501.220 3128070
§75:600 $163,170 $78'45( %317,220
274,740 443580
%166,320 657,630 %1,006,650
1386 823200 1144500
$61.110 $30780 $91.

$198450  $186.960 $511'410

$630  /TFrs208% $93.870 %94,50
$103.950 $%—§152,700 56,650
%o-w frt 114360 540,360
10,710 Yibs §53,01o 180,270
69:930 04720 364,650
1971 18,060 367,30
134,190 68.490 202'680
1285520 63.930 197'45("
$181.440 165,690 $114,450 461 580
237400 %o~ $208,350 $348,210

$202,860 $152,220 481.080
$36 510 3y 53 %232 380
41580 $266,340 307'920
$62,370 $0 $333,930 $396,300
$32,130 $O $223,020 $255,150
$4.656,960 $2639.070  $33.258,840 $44.081,610

zjota UusiU.5>AL./r71C* 76&m&f,S61)4-
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ALASKA DEPARTMENT OF EDUCATION
FOUNDATION FUNDING PROGRAM
PREPARED 2/28/91 REVISED 3/11/91

ADAK

ALASKA GATEWAY
ALEUTIAN REGION
ALEUTIANS EAST
ANCHORAGE
ANNETTE ISLANDS
BERING STRAIT
BRISTOL BAY
CHATHAM
CHUGACH
COPPER RIVER
CORDOVA

CRAIG
DELTA/GREELY
DILLINGHAM
FAIRBANKS
GALENA

HAINES

HOONAH
HYDABURG
IDITAROD

JUNEAU

KAKE
KASHUNAMIUT
KENAI

KETCHIKAN
KLAWOCK
KODIAK

KUSPUK

LAKE AND PENINSUL
LOWER K'JSKOKWIM
LOWER YUKON
MAT-SU

NENANA

NOME

NORTH SLOPE
NORTHWEST ARCTIC
PELICAN
PETERSBURG
PRIBILOF
RAILBELT

SITKA

SKAGWAY
SOUTHEAST
SOUTHWEST

ST. MARY'S
rANANA
JNALASKA
/ALDEZ
/VRANGELL
IAKUTAT

ZUKON FLATS
/UKON/KOYUKUK
rupirr

GTHER

10TALS

FY91 FOUNDATION
STATE AID
100% ENTITLEMENT
$2,083,942
$4,329,618
$680,468
$3,078,324
$156,404,478
$1,170,462
$12,271,870
$1,663,843
$2,554,523
$1,461,376
$5,221,136
$2,301,985
$1,689,191
$4,269,949
$2,936,054
$57,115,905
$1,085,274
$2,374,218
$1,446,196
$956,647
$4,163,521
$20,344,548
$1,083,087
$1,308,396
$37,253,584
$9,952,787
$1,333,158
$12,155,260
$1,716,683
$5,386,950
$27,176,760
$10,288,288
$39,817,389
$1,577,456
$4,912,948
$7,888,743
$13,286,800
$581,637
$2,981,875
$1,344,889
$2,966,307
$6,441,269
$904,356
$4,842,342
$4,667,542
$1,307,241
$1,165,181
$1,616,402
$2,674,681
$2,478,311
$1,131,374
$4,973,604
$5,449,696
$3,491,802
$9,704,648
$526,467,054

PROJECTED FY92
FOUNDATION
STATE AID
100% ENTITLEMENT
$2,173,342
$4,346,718
$680,468
$2,916,674
$162,149,942
$1,305,462
$12,719,470
$1,663,201
$2,556,923
$1,421,776
$5,087,336
$2,265,566
$2,138,924
$4,244,749
$2,915,918
$60,237,647
$1,202,673
$2,258,312
$1,405,719
$981,799
$4,386,121
$20,626,989
$1,036,056
$1,390,596
$39,335,955
$10,378,089
$1,290,491
$11,967,600
$4,684,283
$5,474,080
$27,763,760
$9,908,488
$42,994,356
$1,503,966
$4,913,430
$8,057,882
$11,464,556
$561,341
$3,051,475
$1,415,689
$3,013,707
$6,305,158
$822,752
$5,096,142
$5,029,342
$1,304,147
$1,168,693
$1,668,678
$2,699,117
$2,603,887
$1,157,318
$4,788,884
$5,421,496
$3,503,802
$10,285,221
$541,746,166

PAGE 1

PROJECTED FY92

FOUNDATION
PRORATION TO
GOV. BUDGET
OF $514,648.9
$1,993,966
$4,150,894
$649,580
$2,761,582
$154,035,162
$1,202,955
$12,042,819
$1,564,588
$2,416,102
$1,357,243
$4,872,912
$2,152,343
$2,044,181
$4,034,316
$2,766,849
$57,299,228
$1,142,397
$2,148,693
$1,341,162
$940,656
$4,178,107
$19,574,123
$984,246
$1,316,122
$37,186,201
$9,823,392
$1,232,295
$11,368,229
$4,474,963
$5,219,843
$26,419,988
$3,350,139
$40,977,731
$1,440,715
$4,691,919
$7,527,663
$10,800,846
$536,524
$2,900,737
$1,340,006
$2,890,592
$5,971,077
$780,012
$4,858,522
$4,772,904
$1,248,926
$1,117,149
$1,576,402
$2,531,133
$2,481,159
$1,106,088
$4,574 146
$5,152,263
$3,323,991
$10,003,119
$514,648,900

PROJECTED FY92
FOUNDATION

SB54 SEC. 2&3
SINGLE SITE < 750
$2,325,742
$4,504,518
$680,468
$2,976,074
$162,404,342
$1,479,462
$12,944,470
$1,816,201
$2,627,723
$1,421,776
$5,244,536
$2,649,566
$2,479,724
$4,383,949
$3,391,718
$60,612,047
$1,391,673
$2,435,312
$1,690,719
$1,077,799
$4,449,121
$20,746,989
$1,219,056
$1,486,596
$40,508,355
$10,498,089
$1,516,691
$12,098,400
$4,767,683
$5,474,080
$27,856,760
$10,300,888
$43,591,356
$1,731,366
$5,074,230
$8,390,282
$11,770,556
$619,541
$3,360,475
$1,416,289
$3,112,707
$6,425,158
$943,952
$5,162,742
$5,076,142
$1,431,947
$1,291,093
$1,999,278
$2,832,317
$2,917,087
$1,318,118
$4,828,484
$5,481,496
$3,533,802
$10,285,221
$552,054,166

F

PROJECTED FY92

FOUNDATION
SB54 SEC.2&3

SINGLE SITE < 750

PRORATION TO

GOV. BUDGET

OF $514,648.9
$2,070,899
$4,226,782
$638,038
$2,759,740
$151,243,197
$1,329,015
$12,002,513
$1,672,266
$2,430,361
$1,333,129
$4,941,282
$2,472,770
$2,330,705
$4,087,174
$3,160,598
$56,554,887
$1,298,408
$2,274,930
$1,586,256
$1,015,965
$4,159,089
$19,294,049
$1,137,752
$1,378,977
$37,490,371
$9,729,472
$1,424,223
$11,267,816
$4,475,527
$5,124,842
$26,005,706
$9,512,169
$40,788,112
$1,631,887
$4,761,042
$7,643,528
$10,841,889
$582,228
$3,136,299
$1,312,292
$2,938,104
$5,959,595
$878,530
$4,832,642
$4,721,288
$1,349,015
$1,213,510
$1,854,213
$2,594,186
$2,731,154
$1,238,841
$4,531,311
$5,108,335
$3,285,139
$10,286,052
$514,648,900
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ALASKA DEPARTMENT OF EDUCATION
FOUNDATION FUNDING PROGRAM
PREPARED 2/28/91 REVISED 3/11/91

COLUMN C COLUMN D COLUMN E COLUMN F
LESS LESS LESS ' " LESS

COLUMN B COLUMN B COLUMN B COLUMN B
ADAK $89,400 ($89,976) $241,800 ($13,043)
ALASKA GATEWAY $17,100 ($178,724) $174,900 ($102,836)
ALEUTIAN REGION $0 ($30,888) $0 ($42,430)
ALEUTIANS EAST ($161,650) ($316,742) ($102,250) ($318,584)
ANCHORAGE $5,745,464 ($2,369,316) $5,999,864 ($5,161,281)
ANNETTE ISLANDS $135,000 $32,493 $309,000 $153,553
BERING STRAIT $447,600 ($229,051) $672,600 ($269,357)
BRISTOL BAY ($642) ($99,255) $152,358 $8,423
CHATHAM $2,400 ($138,421) $73,200 ($124,162)
CHUGACH ($39,600) ($104,133) ($39,600) ($128,247)
COPPER RIVER ($133,800) ($348,224) $23,400 ($279,854)
CORDOVA ($36,419) ($149,642) $347,581 $170,785
CRAIG $449,733 $354,990 $790,533 $641,514
DELTA/GREELY ($25,200) ($235,633) $114,000 ($182,775)
DILLINGHAM ($20,136) ($169,205) 3455,664 $224,544
FAIRBANKS $3,121,742 $183,323 $3,496,142 ($561,018)
GALENA $117,399 $57,123 $306,399 $213,134
HAINES ($115,906) ($225,525) $61,094 ($99,288)
HOONAH ($40,477) ($105,034) $244,523 $140,060
HYDABURG $25,152 ($15,991) $121,152 $59,318
IDITAROD $222,600 $14,586 $285,600 ($3,632)
JUNEAU $282,441 ($770,425) $402,441 ($1,050,499)
KAKE ($47,031) ($96,841) $135,969 $54,665
KASHUNAMIUT $82,200 $7,726 $178,200 $70,581
KENAI $2,082,371 ($67,383) $3,254,771 $236,787
KETCHIKAN $425,302 ($129,395) $545,302 ($223,315)
KLAWOCK ($42,667) ($100,863) $183,533 $91,065
KODIAK ($187,660) ($787,031) ($56,860) ($887,444)
KUSPUK ($32,400) ($241,720) $51,000 ($241,156)
LAKE AND PENINSULA $87,130 ($167,107) $87,130 ($262,108)
LOWER KUSKOKWIM $585,000 ($758,772) $678,000 ($1,173,054)
LOWER YUKON ($379,800) ($938,149) $12,600 ($776,119)
MAT-SU $3,176,967 $1,160,342 $3,773,967 $970,723
NENANA ($73,490) ($136,741) $153,910 $54,431
NOME $482 ($221,029) $161,282 ($151,906
NORTH SLOPE $169,139 ($361,080) $501,539 ($245,215)
NORTHWEST ARCTIC ($1,822,244) ($2,485,954) ($1,516,244) ($2,444,911)
PELICAN ($20,296) ($45,113) $37,904 $501
PETERSBURG $69,600 ($81,138) $378,600 $154,424
PRIBILOF $70,800 ($4,883) $71,400 ($32,597)
RAILBELT $47,400 ($75,715) $146,400 ($28,203)
SITKA ($136,111) ($470,192) ($16,111) ($481,674)
SKAGWAY ($81,604) ($124,344) $39,596 ($25,826)
SOUTHEAST $253,800 $16,180 $320,400 ($9,700)
SOUTHWEST $361,800 $105,362 $408,600 $53,746
ST. MARY'S ($3,004) ($58,315) $124,706 $41,774
rANANA $3,512 ($48,032) $125,912 $48,329
IJNALASKA $52,276 ($40,000) $382,876 $237,811
/ALDEZ $24,436 ($143,548) $157,636 ($80,495)
WRANGELL $125,576 $2,848 $438,776 $252,843
IAKUTAT $25,944 ($25,286) $186,744 $107,467
JUKON FLATS ($184,800) ($399,538) (5145,200) ($442,373)
(UKON.KOYUKUK ($28,200) ($297,433) $31,800 ($341,361)
\rupinr $12,000 ($167,811) $42,000 ($206,663)
QTHER $580,573 $298,471 $580,573 $581,404
10TALS $15,279,112 ($11,818,154) $25,587,112 ($11,818,154)

PAGE 2
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CS FOR SENATE CONCURRENT RESOLUTION NO. 10 (HES)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

Offered:
Referred:

Sponsor(s): SENATORS DUNCAN, Kerttula, Pourchot, Menard

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

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

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

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

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

1 WHEREAS the legislature, aided by the Health Care Cost Containment Task Force, has achieved
12 savings in the costs of health care to the state totaling over S20 million in fiscal years 1990 and 1991;

13 and

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

1- CSSCR 10(HES)
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1 ways to manage health care expenditures in the state;
2 BE IT RESOLVED hy the Alaska State Legislature that the Health Resources and Access Task

3 Force is established with the following primary purposes:
4 (1) to design a cost-efficient program that allows access to a basic level of health care

5 services for all state residents;
6 (2) to continue the work of the Health Care Cost Containment Task Force in seeking
7 ways to achieve savings in the cost of health care in the state; and
S (3) todefine astrategy for implementing a health care program covering all Alaskans and
9 a strategy for continuing to contain the costs of health care in the state; and be it
10 FURTHER RESOLVED that the task force shall
1 (1) solicit advice and information from the medically indigent, health care consumer
12 groups, the insurance industry, health care providers, labor organizations, emergency services personnel,
13 large arid small businesses, the Medical Care Advisory Committee, the Alaska Native Health Service,

14 actuaries, the public, and others;

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

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

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

25 (5) identify those health care services necessary to achieve an acceptable minimum level
26 of health care for all state residents and to examine those health care services that provide the most rare

27 for the most people at the least cost, including prevention services,

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

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

32 health care professionals in the state;

CSSCR 10(HES)
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1 (9) recommend ways to coordinate services among nonprofit health care providers, profit
2 making health care providers, the state division of public health, the United States Department of
3 Veterans Affairs, the United States Department of Defense, and the Alaska Native Health Service in
4 order to achieve a more efficient and effective health care delivery system;

5 (10) review ways to maximize the use of federal funds for health care programs in the
6 state;
[ (11) investigate ways to reduce costs associated with malpractice insurance coverage,
8 including its effect on the cost of health care in the state;
9 (12) consider the feasibility of redistributing funds currently spent by the state on health
10 care in order to provide residents with affordable and equitable care;
1 (13) provide advice and assistance to other public agencies involved in health care
12 programs; and
13 (14) pursue other sources of funding for the expenses of the task force; and be it
14 FURTHER RESOLVED that the task force shall consist of 17 members as follows:
15 (1) three members of the Senate appointed by the President of the Senate;
16 (2) three members of the House of Representatives appointed by the Speakerof the
17 House;
18 (3) three persons representing the executive branch, appointed by the Governor;
19 (4) eight members chosen by the members appointed under paragraphs (1) - (3) as

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

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

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

30 FURTHER RESOLVED that the task force shall report its findings and recommendations to
31 the Governor and the legislature by February 1, 1992, and February 1, 1993; and be it

32 FURTHER RESOLVED that the task force is terminated at 11:59 p.m. on February 1, 1993,

3 CSSCR 10(HES)
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CS FOR SENATE CONCURRENT RESOLUTION NO. 10 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsors):  SENATORS DUNCAN, Kerttula, Pourchot, Menard

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

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

3 N WJHEREAS estimated ajtnual.expenditures for health care in Alaska have risen by*XT""ent
in tire last 10 years from $480 million to over $E5 billion; anc
WHEREASj™ e F,0d8/i"lents of the state cannot afford to pay their medical bills, are not *
6 covered by a group health insurance plan, do not qualify for public assistance programs, and cannot
1 afford to pay individual health insurance premiums; and
VE-8 WEI%%EAS, if current trends continue, it is estimated that expenditures for health care in the
9 state-witt'increase to at least $10 billion by the year 2000 and over 25 percent of the state’s residents
10 -wrtt™e uninsured; and
1 WHEREAS the legislature, aided by the Health Care Cost Containment Task Force, has achieved
12 savings in the costs of health care’(f?lhe state totaling over $20 million in fiscal years 1990 and 1991,

13 and

14 WHEREAS every resident should have access to a hasic level of health care regardless of
15 income and should not become financially destitute before obtaining health care; and
16 WHEREAS the legislature recognizes that there is a continuing need to develop and evaluate
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WORK DRAFT WORK DRAFT WORK DRAFT

1 ways to manage health care expenditures in the state;
2 BE IT RESOLVED by the Alaska State Legislature that the Health Resources and Access Task

3 Force is established with the following pri
4 (1) to design a cost-efficient program that allows access to a basic level of health care

5 services for all state residents;
6 (2) to continue the work of the Health Care Cost Containment Task Force in seeking

7 ways to achieve savings in the cost of health care in the state; and
S (3) to define a strategy for implementing a health care program covering all Alaskans and
9 astrategy for continuing to contain the costs of health care in the state; and be it

10 FURTHER RESOLVED that the task force shall
11 (1)  solicit advice and information from the medically indigent, health care consumer

12 groups, the insurance industry, health care providers, labor organizations, emergency services personnel,
13 large and small husinesses, the Medical Care Advisory Committee, the Alaska Native Health Service,

14 actuaries, the public, and others;

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

18 territories, and countries and other health care alternatives, Including ways of providing health care for

19 persons without insurance or with limited health care protection;
20 (4) continue to update an accurate estimate of the number of people who are unable to

21 receive necessary health care services in the state, which patients are generating unpaid medical bills,
22 which state residents are uninsured or lack adeguate insurance, which health care providers are providing
23 uncompensated care, who is paying for the cost of uncompensated care, and the total cost of

24 uncompensated care in the state;
2a hjl (5) Identify those health care services necessary to achieve an acceptable minimum level

6”of health care for all state residents and to examine those health care services that provide the most care
27 for the most people at the least cost, including prevention services;

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

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

32 health care professionals in the state;

CSSCR 10( ) 2



WORK DRAFT WORK DRAFT WORK DRAFT

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

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

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

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

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

13 7 (14) pursue other sources of funding for the expenses of the task force; and be it

14 FURTHER RESOLVED that the task force shall consist of  members as follows:

15 (1) three members of the Senate appointed by the President of the Senate;

16 (2) three members of the House of Representatives appointed by the Speaker ofthe
17 House;

18 (3) three persons representing the executive branch, appointed by the Governor,

19 (4) s™en members chosen by the members appointed under paragraphs (1) - (3) as

20 follows: one individual representing the medically indigent, one individual representing private employers

21 who are not health care providers, two individuals representing health care providers, one individual
, 22 representing nonprofit organizations, one consumer of health services who is not an employer or healthy.
V-23 care provider, and one individual representing labor organizations; and be it

24 FURTHER RESOLVED that the members of the task force shall elect from among themselves

25 achair and a vice-chair and that the conduct of the task force meetings shall be in sessions open to the

26 public where all interested parties may provide information; and be it

21 FURTHER RESOLVED that, within funds made available for the purpose, the task force may

28 hire staff and contract for services to perform its duties; and be it

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

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

3l FURTHER RESOLVED that the task force is terminated at 11:59 p.m. on February 1, 1993.
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SENATE CONCURRENT RESOLUTION NO. 10
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

I3Y SKNATOKS DUNCAN, Kerttula, Pourchot, Menard

Introduced: 21391
Kcl'eiTtd: HKSS and Finance

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

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

3 WHEREAS estimated annual expenditures for health care in Alaska have risen by 300 percent
ast 10 years from S480 million to over S1.5 hillion; and
WHEREAS over 90,000 residents of the state cannot afford to pay their medical bills, are not
red by a group health insurance plan, do not qualify for public assistance programs, and cannot
to pay individual health insurance premiums; and
WHEREAS, if current trends continue, it is estimated that expenditures for health care in the
) Mite will increase to at least S10 billion by the year 2000 and over 25 percent of the state’s residents
1L will be uninsured; and
1 WHEREAS the legislature, aided by the Ilealth Care Cost Containment Task Force, has achieved
12 sawngs In the costs of health care in the state totaling over S20 million in fiscal years 1990 and 1991,
13 and
H WHEREAS every resident should have access to a hasic level of health care regardless of
15 income and .should not become financially destitute before obtaining health care; and
I» WHEREAS the legislature recognizes that there is a continuing need to develop and evaluate



1 ways 10 manage health care expenditures in the state;

2 BE IT RESOLVED hy the Alaska State Legislature that the Health Resources and Access Task
3 Force Is established with the following primary purposes.

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

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

S (3) todefine a strategy for implementing a health care program covering all Alaskans and
9 a strategy for continuing to contain the costs of health care in the state; and be it
10 FURTHER RESOLVED that the task force shal

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

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

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

20 (4) continue to update an accurate estimate of the number of people who are unable to
2receive necessary  health care services in the state, which patients are generating unpaid medical hills,
22 which state residents are uninsured or lack adequate insurance, which health care providers are providing
23 uncompensated care, who is paying for the cost of uncompensated care, and the total cost of
24 uncompensated care in the state;

25 (5) identify those health care services necessary to achieve an acceptable minimum level
26 ofhealthcarefor all state residents and to examine those health care services that provide the most care

27 for the most people at the least cost, including prevention services;

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

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

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

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

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

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

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

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

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

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

1S (2) three members of the House of Representatives appointed by the Speaker of the
19 House, oneof whom shall be designated as an alternate;
20 (3) two persons representing the executive branch, appointed by the Governor,
il (4) eight members chosen by the members appointed under paragraphs (1) - (3) as

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

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

29 FURTHER RESOLV ED that, within funds made available for the purpose, the task force may
30 lure stall and contract for services to perform its duties; and be it

3 FURTHER RESOLVED that the task force shall report its findings and recommendations to
32 the Governor and the legislature by February 1 1992, and February 1, 1993; and be it
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WALTER J. HICKEL, GOVERNOR

0. So* {

DEPT.OF HEALTH AND SOCIAL SERVICES PO. S
Bingau. faskd sa 9y 0650

DIVISION or ADMINISTRATIVE SERVICES

June 27, 1991
Dear Health Care Interest,

As you may know, Senate Concurrent Resolution 10, creating the

Health Resources and Access Task Force, vrecently passed the

Legislature- This Task Force combines the missions of the

Universal Health Care Task Force and the Health Care Cost

Containment Task Force. However, the future of this project

remains uncertain due to recent budget cuts. The entire fiscal

note for SCR 10 which- included- fundi-ng- for- project staff, travel-,-
and contractual services was zeroed out.

The primary purpose of the Health Resources and Access Task Force
is to recommend to the Governor and Legislature a health care
program covering all Alaskans and a strategy to contain health care

costs. The Task Force is made up of 17 members, with three each
from the Senate, the House, and the Executive Branch. These nine
members select the remaining eight public members. The Senate
manners are Senators Duncan, Collins and Ka]rirtul a.. The House
members are Representatives Ellis. Boyer, and Navarre. The

Executive Branch members are Coramissicner Theodore Mala (Department
of Health and Social Services), Commissioner Millet Keller
(Department of Administration) , and Commissioner Glenn Olds
(Department of Commerce and Economic Development). For the
purposes of getting the Task Force started, Senator Duncan and
Representative Ellis have agreed to serve as temporary co-chairs
until, as according to SCR 10, the Task Force members can choose
a chair from among themselves.

The Health Resources and Access Task Force 1is soliciting
applications for the eight public members. Please review the
announcement on the back of this letter and reply by July 12 if you
are interested in being considered.

The mailing address for the Task Force is:
Health Resources and Access Task Force
P.0. Box Y
Juneau, Alaska 99811
If you would like further information, please call either Senator
Jim Duncan at 465-4766 or Representative Johnny EIllis at 561-7628.
It has been my pleasure to work on-this project.

Sincerely,

Project Director, Universal Health Care Task Force
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SOLICITS PUBLIC MEMBERS

The Health. Resources and Access Task: Force was created
by the Legislature to recommend :=a the Governor arid
Legislature a health care program covering all Alasleans
and a strategy to contain health care costs.

The Task 'Force is soliciting applications for eight
public members representing the following interests:

(1) medically indigent

(1) private employers (not health care providers)
(2) health care providers

(1) health insurer that offers health insurance in

A laska

(1) nonprofit organisations

(U consumer of health services, not an employer
or provider

(i) labor organisations

you are interested in being considered, send a resume
(KAXTHOH OF 2 PAGES) TO:

eHealth Resources and Access Task Force
P.O. Bor Y
Juneau; Alaska 99811

Resume must be postmarked by July 12, 1991. Note on the
resume which of the public member categories listed above
vcu believe you best represent. For further inform ation,
call 465-2933.



To: Rick Urion

Date: 01 March 911
RE: HCR 5 and SCR 10—talking

From: David E. Johnson M.D., Alaska State Medical Association

This resolution, as introduced for consideration in both bodies in the Alaska
state legislature, is flawed hoth in its "whereas" clauses and in its

"resolveds”. The "whereas" clauses inthe current draft of the resolution are
in some cases opinions masquerading as verities, and in other cases opinions
masqueradin? as established public policies. Taken in sum, the clauses are
sufficiently inflammatory and over-simplified that theﬁ significantly

detract from rather than enhance the "resolveds". The "resolveds" are so
broad-ranging that the task set out is impossible without vastly more
resources than are projected.

We propose a new and much less ?rand_io_se set of "whereas" statements that
can serve as a starting point that all participants can accept. The specific
language could be something like this:

WHEREAS expenditures for health care in Alaska have risen faster
than the overall cost of living Index in the period 1980 to 1990; and

WHEREAS a substantial number of Alaskans are not covered by a group
health insurance plan and do not qualify for existin? state or federal public
assistance programs, and some of them cannot afford to pay Individual
health insurance Eremiums or medical bills; and

WHEREA increasin? costs for health care and for health care
insurance are a problem contfronting all Alaskans and Alaskan institutions in
both the public and private sector; and

WHEREAS Alaska has no explicit, stated health plan against which
health status or health facilities or health expenditures can be measured;

and

WHEREAS even a definition of what constitutes a basic level of health
care and what Is societg's obligation to provide that basic level of health
care has not been established by the legislature; and

WHEREAS the legislature recognizes that there is a continuing need to
develop and evaluate ways to manage state health care expenditures;

The problem with the "resolv9ds" is that a volunteer ?roup IS being given an
exhaustive charge to address a very large number of issues on a verr short
timetable. That means that in all likelihood the bulk of the task will fall to
the staff, the tough issues will be ducked, and the task force will



perpetuate itself.

Just the first BE IT RESOLVED has three sections that are, in fact, at
least six separate and daunting tasks:
(1) to design a cost-efficient program that
a) that allows (YET UNDEFINED) access .
b)toa SYETU DEFINED) basic level of health care services
c) for all state residents;
(2) to continue the work of the Health Care Cost Containment Task
Force in seeking ways to achieve savings in the cost of health care in the
state; and
(3) to define
a) a strategy for implementing a (BASIC OR COMPREHENSIVE?)

health care program covermP all Alaskans and
b) a strategy for continuing to contain the costs of health care

In the state:

We would support narrowing the scope of work by eliminating item 3 from
the first resolved and items 4, 7, 8,11,13, and 14 from the second resolved.
Each of these items is worthy and worthwhile, and the issues raised need to
be addressed, but they widen the scope of work to the point that it is
virtually undoable.

The problem with the "whereas" statements is that they are taken whole

cloth from the State of Alaska Health Care Cost Containment Task

Force Report to the Seventeenth Legislature. This document, with

little footnoting or exEIicit citation of references, presents an earnest but
oversimplified snapshot of one particular point of view. In a tumble of

highly questionable summaries of history, even more questionable estimates
of what might come in the future, and subjective statements of social

purpose and responsibility, the document provides a shaky foundation for any
policy-making decisions.

To illustrate a highly questionable summary of history, refer to page 4 (bold
face type is in the original): Health care costs in Alaska are rising at a Face
two and three times the inflation rate for all othergoods 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. What is

included in "health care costs"? "Two and three times"?-that's a ran%e of
50%, not consistent with exactitude claimed in other statistics. AU other
goods and services? Is there any change in the population or in services
rendered that explains any of the increase?

To illustrate an even more questionable estimate of what might come in the
future, refer to exhibits one and two on pages 10 and 11. On page 10 Noble



Lowndes is cited as the source of the opinion that health care spending will
increase exponentially, and that the state's share of health care
expenditures will increase from 13% of the total in 1980 to nearly 33%
twenty years later. On page 11 the same source is cited with the estimate
that an exponential increase in costs will result in only a linear increase in
the number of uninsureds, who will increase in this estimate from 7 1/2% of
the population in 1980 to 25% of the population in the year 2000.

Earnest but very subjective statements regarding social purpose and
responsibility include the summarizing sentence of the executive summary
on page 6; Alth_ou?h a long and far reaching list each contributing area must
be com’orehenswe y addresed to achieve the stated goal J stabilized
medical costs in Alaska and basic health care access for all Alaskans. On
page 21 we read: Wtih the increasing economic burden ofhealth 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. On page 28 a paragraph states: .4 method must be
developed 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. And the
section titled General Observations in its entirety reads as follows: 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, inplace, the Health Care Cost Containment Task Force, recommended
long term strategies needed to assure the medical delivery system reamains
accessible and affordable.

The Alaska State Medical Association urges the legislature to define a task
more clearly and less emotionally, and to focus the task force on a
potentially attainable goal.



Inthe US, the ticket to health care is insurance. If

are in health and have a well-paying job with a
large firm chances are you have a ticket, andm
enployer pays for it But if you work for yourself

a lonayingjob, or are sick, chances are youll have to

for the ticket yourself—ifyou can buy ore at al.

_Tickets are becoming harder to get Between 31 mil-
lion and 37 million people have no health insurance,
either because they can't afford it or because insurance
companies refuse fo sell them a policy at any price.

Others lose their tickets. People who once hed insur-
ance ey suddenly find thenselves without it when
employers discontinue health-care coverage or go out of
business: or when insurance companies cancel policies
or becore insolvent ) )

Millions more_have no protection against a cata-
strophic illness. They may have some Insurance, but
lack coverage for the very conditions that will one day
require unusually heavy expenditures.

“Ifthe enployed population knew howwulnerable
were, theyd be up in arms demanding ratioral heal
insurance,” says Bomie Burns, a counselor with Califor-

Ir;lia's instlﬁranoe ooyghrelscelllsng program d“g of these peo-
e are three anay isaster."
The health-Pn%uranoe crisis is a fairly recent phenome-
non. At the beginning of World War 11, few Americans
oaned a health-insurance policy. As recently as 1965,
most had coverage only for hospital stays. The health-
insurance s@&naswe know It today evolved in the
19805 and Under that system, workers came to
I, i Aoy ST s S o
with employers and enployees splitting the cos
That worked well for a while. More workers hed
health insurance, and their coverage broadened to
include doctors' visits, prescription drugs, and even
treatment for mental illness. But now the system
stitched together over the last 50 years is unraveling,
and people are belré? deprived of needed health care.
In this, the first of a two-part report, we look at why
people lose their health coverage, and ve rate the mejor-
mediical and hospital-surgical policies that are available
to individuals—a temporary remedy for some people.
Next month we will examine some possible cures for
the health-insurance crisis.

WHO LOSES IT? WHAT HAPPENS?

eople without health

insurance include men

and women who work

for small businesses, the
self-employed, part-time workers,
young people just starting their
careers, the disabled, the divorced,
and those taking early retirement
but still too young for Medicare.
Some of the uninsured are also
poor. Medicaid, the Federal and
state program that covers medical
expenses for the indigent, currently
P3ys the bills for only 38 percent of
the nation’s poor.
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People without health insurance
may not get medical care. One mil-
lion families each year try to obtain
care when they are sick, but cannot
afford to pay for it. Even if they are
not ill. people without insurance
postpone preventive care until more
costly treatment is necessary—or
until it's too late.

Two-thirds of all people with
hypertension fail to have their dis-
ease controlled, largely because
they can't alford medications. Half
of those with hypertension haven't
seen a doctor within the past year.

A Roper poll has found that the pro-
portion of Americans going to doc-
tors in any one month has fallen to
a 15-year low.

Women are particularly at risk.
Uninsured women are much less
likely than insured women to have
screening tests for breast and
cervical cancer or for glaucoma. If
they are pregnant, they often do
without prenatal care. Some five mil-
lion women between the ages of 15
and -4 are covered by private
health-insurance policies that don't
include maternity coverage.

533
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Crisis; Deloyed <ara

John Andrusyshyn worked in a
Nevada casino. Three summers ago,
he noticed a mole growing on his
chest, but said nothing about it to his
family. He could not afford to pay
another hill, so he put off seeing a doc-
tor. Andrusyshyn was not eligible for
insurance from his employer until he
had been at his job for a year; he
couldn't afford his own coverage on
the $880-a-month he was bringing
home to support his wife, Karen, and
two children, Laura and Nikolai (pic-
tured at right).

Several months went by before

Karen insisted he go to a doctor.
Because dermatologists in Reno were
booked wup, three more months
passed before a doctor examined him.
By then, the mole had ulcerated, and
John was so desperate for treatment

he paid for the visit with a bad check.

The diagnosis was a malignant melanoma that
was already coursing through his body. By the
time he underwent surgery, he was eligible for
insurance from the casino. But Karen had to
scrape together S56 a week to pay his share of
the premiums, forgoing food and other necessi-
ties. The policy covered the hospital bill, but not
the $4000 surgeon’s fee. On John's medical
records, doctors noted: “Patient has no money;
we'll do the best we can.”

Soon afterward, the Andrusyshyns traded in
their mobile home for a '62 Airstream trailer plus
$1500 in cash, borrowed a credit card from a
relative, and headed for Canada where John was
born. As a Canadian citizen, he was entitled to
free medical care. In Montreal, doctors tried vari-
ous cancer treatments, including brain surgery,
which he could not have paid lor in Nevada. But
treatment came too late. Last (alt, at the age of
54. John Andrusyshyn died.

“Had we had the medical care available in
Nevada like we have here, he would have said
something to me." Karen says. “A little thing like
an early diagnosis could have added lour or five
years to his life. That would have meant a lot to
this lamily."

Lack of prenatal care translates
into babies who are too small when
they are born and babies who die
soon after birth. The U.S. trails 23
other nations in the percentage of
babies born with an inadequate
birth weight and ranks 22nd in the
rate of infant mortality, behind such
countries as East Germany, Spain,
and Singapore.

Shifting the <ost

When the uninsured are able to
obtain health care, everyone pays.
Each year thousands of people are
dumped into emergency rooms of
public hospitals because private
hospitals don't want patients who
can't pay.

In 1388, unpaid hospital bills
totaled more than $8-billion, up 10
percent from the previous year. To
recoup the costs of unpaid care,
hospitals and doctors simply raise
their fees to those who do pay—pri-
marily the private insurance carri-
ers and the Federal government.

*Suck cost-shifting drives up the
price uf insurance, resulting in even
more people who can't afford cover-
age. In New Jersey, for example,
every hospital bill now carries a 13
percent surcharge, reflecting the
hospital revenue lost to unpaid bills.
That, in turn, feeds into higher
insurance premiums.

\

Cost-shifting accounts for about
one-third of the increase in insurance
premiums, which are rising as much
as 50 percent a year. The cost of medi-
cal care—which is increasing two to
three times faster than the rate of
inllation—is responsible for the rest

Unaffordable premiums

The higher the price tag for insur-
ance, the more people who go with-
out it Firms with fewer than 100
workers employ about one-third of
the work force in the U.S., but only
about half of them offer health
insurance to their employees. Small-
business owners say they have
enough trouble staying afloat with-
out assuming llie heavy burden of
health-insurance premiums.

Even when employers do offer
coverage, not all their employees
take iL The Service Employees
International Union, whose mem-
bers are hospital workers, janitors,
and government employees, found
that 48 percent of its low-wage mem-
bers were offered insurance but
turned it down because they could
not afford the premiums. In 198?
25 percent of the uninsured workec
for very large employers, most o
whom offered health insurance.

I'eople who want coverage am
must buy it on their own have litLi
choice but to pay what the insur
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ance conpany demands. In
instances, that can mean thasr_Ta?g
of dollars each year. And premiums
continue to rise draretically.
_ Consider Stephen Beidher, a part-
time worker at a Califomia winery.
\When he first took out a policy with
a called Mers
Uhited Insurance in 1985, he peid
$012 a year. By 1989, his premium
had junyed to nearly
Last year, after Beidner had arthro-
soopic surgery for a knee injury, the

copany hiked his premiuma whop-

ping 93 percent to After Beid-
ner protested, the reconsic-
ered his case and let him raise his
ceductible from $100 to $1000. Hs
new premiunt $2177 a year.

Less coverage for many
Beidner is hardly alore in having
to settle for less coverage. Spirali
g%rsl”lurm also affelct mlllons_Ole
e whose S provi
their health Irwe;g&we 3
Ore mgjor enployee-berefits sur-

ey found that enployers nowspend
anaverace of anmually to cover
each enployee. In many ceses,
enployers are shifting some of those
ever—tl)ryue%lr}g_ oost;éon trzelr work-
ers by requir o pay a
?reater share ofr%e premiumand a
arger portion of their medical
expenses  through  higher  de-
ductibles and copiyments. Other
copanies, such as Anerican Alr-
lines, try to reduce their insurance
hill by refusing to cover preexisting
health conaitions for rewenployees.
In 1984, Hewitt Associates, a ben-
efits consulting firm found that 37
percent of large employers paid the
full premium for their workers. By
]&Eﬂhaiﬁ re Wes doan to 24 per-
cent In 1984 53 percent of large
fims paid all tal room-anc-
board charges for their workers; in
1983 the figure wes 29 percenL

Losing coverage

About half of al large- and medi-
umsized fims try to trim their
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Crisis: Benefits end, costs don't

David Curnow, 47, was a partner in a San Diego
law firm. One Saturday, while riding his bicycle, he
was struck by an uninsured motorist. After two
months in intensive care, Curnow emerged a
quadriplegic, paralyzed Irom the chest down.

His law firm had self-insured its employees'
health coverage, agreeing lo cover the firs! $7500
of a worker’s claim, and paying premiums to an
“excess-risk earner" to cover the rest.

After the first $7500 was paid, the carrier
refused to pay its share of Curnow's bills. Months
passed. Doctors, hospitals, and companies pro-
viding necessary medical supplies dunned
Curnow for payment.

Eventually the carrier paid most of Curnow's
bills, which totaled nearly $250,000. But he is still
waiting to be reimbursed for the services of the

home-health aide he needs every
day. The third-party administrator
handling his case told him those
services were covered, but so far,
the cost—some $1500 each
month—comes out of h:s pocket.

Curnow has another problem—
how to pay for his continuing medi-
cal bills when insurance benefits
from the law firm run out. If he
doesn't work again, his disability
will eventually qualify him for Medi-
care. But he will still have no insur-
ance for services Medicare doesn t
cover. Nor will he be able to buy
any. Companies usually don't sell
Medicare-supplement policies to
the disabled under age 65. If he
goes back to work, he must find a
job in a large law firm whose insur-
agee company doesn't require
fiifiployees to be in perfect health.
If he opts for a conversion policy
from the company now insuring
employees in his old firm, he will
have to pay 56000 a year.

"How many sick and disabled
people do you know who can afford
to pay $6000 a year for health
insurance?" he asks.

S3S
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insurance outlays by self-insuring
They invest the money they would
otherwise spend on premius and
pay enployees’ clains directly
when they arise. )

The Enployee  Retirement
Income  Security Act egEHSA)
exempts these self-insured plans
from state insurance regulations
nreantlto proi[ect mnsurrersmF%
exanple, enployers may not
tgagfgr certain coverages, such as
care for newborn children, or pro-
vice for continuation of coverage
Wg\m elrrployeesh. leae. i

oyers hire a third-party
administrator, or TPA, to handle the

.ese

Crisis: Unaffordable premiums

Lloyd Pudiwitr owns a TV repair shop in Bakers-
field, Calif. He has seven full-time employees
and one part-timer. For years, he paid half the
premium (or his employees' health coverage. But
by the end of 1988, the premiums had become
so high he could no longer afford to pay his
share. 'lIt's one of those things that could break
you,” he says. His employees now pay the entire
cost of their coverage.

Like many small employers, he changed carri-

ers every few years, searching for the lowest pre-
miums. Two years ago Pudiwitr, who is 55, had
a heart attack, and the wife of one of his employ-
ees, lan Sutherland (pictured in background),

had cancer surgery.

When his present carrier, American Western
Life, sent a renewal notice last summer,

Pudiwitr's monthly premium
had jumped from $272 to
S543, and the premium for
Sutherland doubled from
$421 to S842.

Luckily, Sutherland turned
65 and became eligible for
Medicare, but he still must
pay $450 a month for his
wife's coverage. Pudiwitr has
a long way to go until Medi-
care pays his bills, and ho
doesn't know what he'll do
when his premiums rise
again. “It's almost to the point
where | can't alford it. Il it
doubles again, there's no
way lcan pay $t000a month
lor health insurance,” he
says. “l didn't have any idea
this would happen to people.*
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dains. Because the administrator
may be the local Blue Cross plan,
enployees may think that Blue
a?ICLEISI (orndeme _otherre_irsurer) is

underwwriting their coverage.
Little ()j/ot I«ur]/g\]/that the loop-
holes created by ERISA can leave
them without insurance if things go

VT(T%E
If t emoloi%r goes out of husi-
ness or drops the coverage, enploy-

ees could be out of luk

The woes at HVIOs

‘When a health maintenance orga-
nization closes its doors, the people
who received medical care there
may also be left uninsured.

Established as alternatives to tra-
dltlorgle insurance ICIGS_a m

ovide a vari
grvices to theeit?/ mem . Unfor-
tunately, a number of HVIOs have
fallen on hard tines. _

Several states don't require con-
version policies or continuation of
coverage for members whose HVD
has gone out of business. Bven in
states that do. HVIO members have
no assurance that their new cover-

will be anythin? like the old.
ey may well fid themselves
assuming a greater portion of their

medical expenses.

Consider what happened  to
Samuel Stroup. A former hore-
improverment salesmen in Akron,
Chio, Stroup undervent_a liver
transplant at the same time that
Mexicare, his HMO, wes going

bankrupt Stroup went ahead with
the transplant because the firmhan-
dling care's affairs approved
the procedure and agreed to pay for
the artlreje_dlo%adrugs he would
need folloning the operation.

After the bankrupicy filing, Blue
Cross and Blue Shield of Chio took
over Mexicare's subscribers. Stroup
assumed thet his $12000 annuil
drug hill would be covered for the
rest of his life. But Blue Cross had
other idess. It offered Stroup, who
had tumed 65, a Medicare-supple-
ment policy that covered his aru
only atter he paida $2500 deductible

$1000 in coinsurance.

Stroup and his wife must now pay
some a year for insurance
premiums and orugs out of their
bty Ty ogec el S0

ity. expect their $60;
life a\t/?lrgs t0 be depleted in 34

Clinging to (overage

Millions of Arericans have yet to
lose their insurance but could at any
time fall vidimto an insurance com-
pany’s business practices. As health-
care gesovlders continually - raise
their ad on the higher
cost of_rm'ir}]e care to insurance
conpanies, the cormpanies respond
by mxirguf;/\er people. People

who must on their
own and workers insnall fimrs fed
this pinch the hardest

Insurance companies are  not
charities. Their gaal is to meke a
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profit, and they can increase their
odds of success by insuring good
risks who are unlikely to have
health  problems.  Competition
among carriers for the healthiest
risks has become cutthroat.

In large businesses with many
employees, it doesn't matter if some
employees have serious medical
conditions. The risk they pose can
easily be spread among the healthy
workers. But in a small group with
few employees, insurance compa-
nies cannot collect enough in premi-
ums to pay the claims of those who
are sick. So the rules for insuring
workers in small businesses are
more rigorous.

Insurers use a controversial
scheme to insulate themselves from
risk. They offer to insure employees
in a small firm (usually those with
fewer than 25 workers) at a ‘low-
ball" premium for at least the first
yej-. If members of the group expe-
rience costly health problems in the
second and third years, the carrier
tosses the Grin into a pool with
other groups whose health-care
costs are high and jacks up its pre-
miums as much as 200 percent

By placing firms into several "rate
tiers," insurance companies can bid
for the healthiest groups with rock-
bottom premiums. But employers
and their employees who have had
serious health problems are stuck
with their present insurance carrier,
they can't move to another because
no other company is likely to take
them at any premium. Worse, the
present carrier may decide not to
renew the group's coverage, forcing

CONSUMER REPORTS AUGUST 1990

employers and employees to find
other insurance. And that may be
impossible.

No coverage for the sick

Companies insuring small groups
require employees and their depen-
dents to meet tough health require-
ments, just as they do for
individuals buying policies on their
own. No carrier wants to insure
employees and dependents who
have had heart attacks or cancer.
They will either exclude them from
the policy or decline to insure die
group altogether. Sometimes a sin-
gle employee with a serious disease
is enough to earn a rejection slip for
the whole group.

Increasingly, insurance compa-
nies are turning down people with
far less serious health conditions
than cancer or heart disease,
excluding everyone except those in
perfect or near-perfeci health. "We
don't want to buy a claim," is how
one company official puts it.

Many people who become ill
while they are working may find
themselves without insurance when
they leave the security of their
employer's policy. Indeed, many are
held hostage to their current job
just to keep their insurance.

Susan Turner (not her real name)
knows how vulnerable a person can
be. Turner, who asked us not to
identify her, earns $19,000 as a sec-
retary for a small accounting firm in
Texas. Her daughter, who’s now 20.
was born with an immune defi-
ciency disease that makes her sus-
cepuble to infections, livery four to

* -
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Crisis: Locked in

Kay Nichols, a fitness counse-
lor at a Gainesville, Fla., health
club, is in the pink of health
except for glaucoma, an eye
disease that can cause blind-
ness if not treated. Not long
ago, her employer wanted to
switch insurance carriers to
take advantage of lower premi-
ums. When the health club
found another insurer, (he
agent told Nichols that she
would not be covered, even
though her glaucoma is under
control.
Nichols looked into a conver-
sion policy from her present
company but found she would have to pay $6000
for six months of coverage for her family. She
tried Blue Cross, but its policy would have
excluded coverage for glaucoma.

When her employer learned of her plight, he
decided to keep the current policy despite its
higher premiums. “If the premiums get phenome-
nally high, they can't keep the policy just for me,
and lunderstand that," Nichols says. At the same
time, she realizes sh.v has a problem that won't
go away. “Maybe | don't want to stay with this
company the rest of my life," she says. “It makes
me worry.’

Nichols is 38.

five weeks, she needs a lifesaving
infusion of antibodies that costs
about $2400.

The firm’s Blue Cross policy has
been paying most of the bills. But
as a result of those expenses, the
cost of coverage has risen sharply—
both for the firm, which pays the
premiums for its employees, and for
the employees, who must pay the
premiums for their dependents.

"Wien 1was given my review, |
was told 1 might look around to see
if 1 can find another job," Turner
says. “They intimated that it | did
leave, itcould lower the cost of their
insurance."

If Turner leaves her job, it's
unlikely her daughter will ever
again have coverage. And there's rto
way she can pay for the monthly
infusiors herself. “Without the med-
icine, my daughter dies. That's the
black and white of the situation,"
Turner says. Continued



WHICH POLICIES ARE BEST?

The proportion of
employees in
group health plans
at large- and
medium-sized
firms dropped 14
percent from 1986
to 1988.

523

f you lose your health-

J-J. insurance coverage for

.7 ay reason, you can
Q@ remain  uninsured and

your chances, or you can \en-
ture o the marketplace for an
indvidlel policy. Be forewarned:
You worit find a buyer's market
And even if you're in good health,
you ey have few options.

This 1 will help guide you
th process. e evaluated
71 policies from 40 insurance com-
panies ad Blue Cross and Blue
Shield organizations. W\ rate those
policiesand list their features begin-
ning % 6. Before plunking
doan or $3000 for coverage,
honever, youll need to know a little
about howthese policies work.

Typesof policies
rm‘l‘{gg are three besic kinds of
insLrance coverage:

O Major-medical policies.
These are the most comprehensive,
covering both hospital stays and
physicians' services in and out of

the fﬂ'ﬁal.- : .

O Hospital-surgical policies.
These cover hospital services and
surgical procechures anly.

O Hospital-indemnity and
dread-disease policies.
These palicies are vestly inferior to
the other two and offer very
linrited berefits. are discussed
in the box on page 530

WhaKs covered

VBjormedical policies  typically
pay for most hospital - services,
Including room and board; operat-
ing and recovery rooms; nursing
care; and treatrrent in- intensive-
care units, emen roors, and
outpetient facilities. also pick
upthe teb for lab tests, Xcrays, anes-
thesia, medical supplies, ambulance
ser\nl\;ﬁt and physicians’ Qfﬁoczla vis-
its. escription
nursi ities, . fol-
Iol\ingg a hospital Stay.

Sore policies, ,
for assistant surgeons or for
by surgeons. Others wont cover
emergency treatment unless the
jwil'cyholckr s admitted diirectly to
the hospital. (That's to discou
the use of emer roons (o
routine treatrrent . odiers limit

doctors' visits in '[hPi_ en
acomprehensive policy may pay
only ore Visit eacﬁochy )
Hospital-surgical policies cover
hospital room and board, often for
a specified number of days; treat-
ment in intensive-care and outpa-
tient facilities; medical supplies;
surgeon's fees; diagnostic  tests
relating to an operation; some radia-
tion and chemotherapy; and some-
times second opinions. But they
cover dglmt%sp no tatlex;lp_e}]nses incurred
outside a hospital. They wont
foradoctor’s ofﬁ%e visit}{o hg]gck%wy
a persistent cough, or to have your
childs cast removed, or for any
medical condition that does not
require hospitalization. Most don't
cover prescription drugs that you
need outside a hospital.
lly, both nejor-medical
and hospital-surgical policies pay for
m of inpatient treatment for
illness and substance abuse.
Soe mejor-rediical polvl\g?slf@ﬁn\éery
outpetient treatment as well. If the
do. insurers limit the number of vis-
its per year or even the dollar
amount of their payments.

Maternity benefits
Al the mejor-medical and hospi-
tal-surgical policies in our study pay
for expenses arising from preg-
complications. But with the
exception of some Blue Cross and

the number of times Il for
el

Blue Shield plans, they usually don't
COover routine pr care Or rou-
tine deliveries.

If you want coverage for thet,
yaull have to buy a separate ricer,
and at some companies, youll need
to decice on the rider the day you
take out the poll%. Soe carriers
wont let you buy the rider later (on
the grounds that you'll probably use
die coverage, and theyH be stuck
with a claim). Many mejor-medical
and hospital-surgical ggilcm don't
offer riders for routine metermity
care, period. )

Ricers will pay up to a meximum
berefit that po%lders select,
ustally  $500, . $2000, or
$500° Rarely do th% cover the full
cost of a nomal delivery, which
avenged $4334 in 1980,

Another drawback is that compa-
nies don't pay the full berefit during
the first two years the policy is in

RISIS
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force. A policyholder who becormes
pregnant may receive only 50 or 60
percent of the berefit in the first
year and 75 percert in the second

. Not urtil the third year are ful

its paid

_Anaﬁplrerriuns for pregnancy
riders r. from $316 at Colden
Rule for a benefit to $2640 at
Pmdent;%l fr%s?)i talbereﬁt thgltth V\oulld
cover t stay only
$1080 of an obstetrician’s fee. (An
obstetrician’s services for prenatal
care and delivery can cost as much
as $4500 in sore aress.)

What's not covered

Both mejor-edical and hospital-
surPical policies cover only medi-
cally necessary care. Don't count on
them to pay for routine physicals or
other preventive services. (Somre of
them, however, cover Pap smears,
mammogras, and well-child care.)
Nor do conpanies pay for cosimetic
surger?{éarfgtlllty treatment, dental
care, ing aids, surgical treat-
ment of desity, treatrment for seif-
inflicted j(rjléurrm, or procedures that
are consicered experimental.

How policies pay

Insurance  conpanies  compute
the amount of your reimbursement
check according to their oan com:
ﬁ!ex formulas. The amount may be

igher or lower depending on the

ONINg;

Eligible expenses. When you
submit a bill for a service covered
by a mejo-nedical policy, the
insurer compares itwith the amount
it nomelly pays for that service. If
die charge is lower than what the

determines is “usual,”
“custorrary,” “reasonable,” or “com-
mon,” then the entire bill is eligible
for reimburserment If it’s greater,
the carrier will consider only a por-
tion of it

Whet

at portion the company consid-
ers di

among insurers.  Each
Sets its reimbursement
level based on physicians’ charges
for services and irocedures in your |
area. Ore might choose to |
reimourse policyholders based on !
the charge thet represents die Suth
liercenti'e for a given procedure or
service. Another might choose the
75th percentile. (For hospital ser-
Vices. companies pay either the i
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haospital’s posted charge, the hospi
tal's cost, or a negotiated fee?}e
Owlasly die hlgher the re-
imburserent standard, the nore
youll receive. UrrfortunaIer pdli-
cies don't spell that out, and soe
insurance companies ere reluctant
to explain their reimbursement
r&hsm ical poli
-Surgi icies
\Aukdfferertly paying up toa mex-
imumarmount for each covered pro-
cedure or service listed in the
% There’s usually a fee sched-
ule for hospital roomand board, one
for surgeon's fees, another for out-
petient Services, and a meximum
amount the wwll%yforall
othe\rd ofa hospital ?aisrgl]e
equivalent ofa -surgi -
c,ys ellglble charge

%/ SUB%]IC&I
pollcres wselly fl far sho

For exanple, Metro-
polrtans pglesw will pay a surgeon

cies and dread-disease policies.

e e

Suoh icies are a profitable staple for
pol ies grrrj for th%tapAnerlcan

insurance

who performs an appendectomy as
little E’g $260 or agppe as%
depending on the schedule the poll-

Ider pidks; in 1989 the average
surgeon's drar%\/\es $846 for an

I|ttleas$3900rasnuchas$£for
a hysterectormy; but a hysterectomy
cost an average of $1737 in 1989,

Cornsurance Once the insurer
determines how much of your bill it
will corsider, it still pays only a
tion. Yau paythe rest That's Ied
“coinsurance.”

Most mejor-rediical policies pay
80 percent of eligible expenses,
leaving p%cymlders Ito rrl]ay the
remaini rcent plus that
of the oongt notpeoggegal aIIh part

Suppose a ician charges
$3000 for an angioplasty (a cardiac
procedure), but the carrier consid-
ers only $610 as an ellgrble

expense. If the insurer
cent, the policyholder wi pa‘Ysreoelve

policies pay

well-knoan
jation of

Family Life, a large seller of this
pay a meximum of $4100; a

$2088 (I&) percent of $2610). Ha or
she wil then hae to
remaining 20 percert, or& plus
the SB%thatS nat eligible for reim:
burserment.

With some policies from Blue
Cross and Blue Shield, a policy-

holder who used a Fartrcrﬁ
physician” would pay iCl-
pating physicians agree not to il

patients In excess of what Blue
Cross and Blue Shield pays. This

can be asignificant . Plars
with this re are noted in the
Ratings.

Some  myjor-nedical  policies

require policyholders to less
ﬂegn them percent pt%rnsur—

e, Anerican R
publlcs tra

no coinsurance at AEDI Pall requ"es

Bankers Life and Casualty and its
affiliated companies require nore if
pollqzrolders select a deductible of
at least $5000—thet is, if the policy

Pay by the Day? By the Disease?

THEVCRST TYHES (0 INBLRANCE

Theworst in health insurance are hospital-indenmi i-
e Fbsprtal%nrty by
afixed amount each d?/yuﬂe in the hospital. Dread-disease

only if you contract cancer or some other

of insurance, would
policy from American Frdellty
Assurance would cover as much as $6210—but only if the
policyholder had purchased some

optional coverage.
policies may also pay

an additional benefit based on the
numbe)r of months you oan the policy before you contract
cance.

Retired Persons (. re sold to u isticated
ers through entlcrrgﬁ SOITE'[WIITES msleadn?ongjadvertls i
$250 a month, $625 a week,

day “Yaucannot be turned down... .Nosalesmen will call..
reads a flyer for a hospital-indenmity policy from Physicians
Mutuel. USe these cash benefits %mnra]ryyw choose.. .Get
extra benefits when you mayneed most,” promises an
ad for a policy sold byt

e e e
amount you int i corrplicatt
deductibles or coinsurance. Trouble is, the fixed bered is
skinrpy to start with and grows less valuable with each passing

yegt icians Mutual, a can choose a chily beefit of
$30, 850, or $75. AARP' top berefit is $75 for those age 50 to
&4 and $45 for those 66ard older. But with the cost of a day
in the hospital ng around 8300, even the most generous

taI mderm% ans will barely dent your hill. Further-
ere to collect the high berefits touted by some of the adk,
you'll need to be hospitalized as long as a month—an un"kr%Y

ospect, since the average sla; is only about seven days. H
E the berefit does nat In time, inflation in hospital
and medical costs inevitably s rinks its value.

Dread-disease policies offer similarly inadequate benefits.
W measured tv\ocancer |cr$ agznst a $19,774 claim for
coion-cancer surgel nntherapyﬂratv\ealso
used to rate the pollcres in our sunvey. Apolicy from/Amrerican
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T E&dem“mm%mmdé%ﬁﬁ'm
S X, polio, rabies, di ia,
k. p\c/)\ryanyone Id buy them, since these diseases are
%&FW rarehe health these of i

to other health cove insur-
ance are cheap. For the tqochllyberargﬁ?from Ph%%ars Mutu-
al, a 45-year-0ld men or woren would pay about $233 a year.
Afamlywilél&fﬂy

Insurers ly issue haspital-indenmn, policies to anyore,
whether or not they arc in good health. But carriers often
require a waiting period before covering policyholders for pre-
existing health conditions.

Most corrpanr& selling cancer insurance will not. however,
issue policies to people who already have cancer. I\brdothey
usually pay ts to who is di as having the
disease beforedlepollwhasbeen in force for 30 cays.

These policies are no suistitute for comprehensive health
coverage. The priceis low but so are the berefits. With a dreac-
disease policy, youre also garrbllr%hat Il contract one d
the covered diseases. If?gr Cy \Won't cover you

Companies often these polkles & a supplement to
T 5% S40 or S0y spendremmF‘o}”dnfé?em e 1

or inferior coverage
equal the difference in premium between a skimpy hosplr&/
surgical policy and a more comprehensive mejor-ediical pol
oy. Or it may cover the cost of taking a Iovrerdecuctlblema

good mejor-iredical policy.



CRISI

HEALTH b meste

TNST FRANCE  etgopers
roomper

Truth will out
When you (ill out
an application for
health Insurance,
ba honest about
your medical con-
dition. If you don't
reveal all your
health problems
and the company
finds out about
them when you file
a claim, It could
rescind your pol-
icy and leave you
without coverage
when you need it
most.

540

enies require poli-

Iders to pay more. You might

nd policies with a 70/30 percent or
even a 50/50 percent cost-sharing

ar t, ially ifyou don't
use% ar%ol.cinospitals Specified
by the insurer. o
Coinsurance maximiuns. Most
policies specify a meximum dollar
amount of coinsurance, typically
$1000 (but it can be as much as
$2500 or $65000), that policyholders
must pay amually. After they\e
reached that amourt, the carrier
pays 100 percent of all additional,
eligible medical expenses.
few policies tie coinsurance
meximuIs to the size of the deduct-
ible you select The higher the
deductible, the lower the maximum
Several policies give a break to
families. Usually two members must
each pay the maximum coinsurance
amount The will then pay
100 percent of al eligible expenses
for other members who have not

reached their mexirmurs.
lifetime  maximums.  Most
or-medical and hospital-surgical

Icies cap the berefits theyll pay
over a lifetime at $-million or some-
times $2-million. Afewhave no cap.
and others have a separate lifetime
meximum for each illness or injury.

A company will_sometimes give
new lifetie benefits to policyhold-
ers who have generated enough
claims to reach their lifetine G
This |s|. an important feature if the

is lon
uctibles. Most companies
require policynolders to  satisfy
tsare pei ital-surgi

icies have no deductilrn?&s.)
tibles can ke as lowas $100

or as high as $20,000. That means a
policyholder must pay the Gst $100
(or $20,000) of expenses hefore the

company benefits. Covi-
omly, a @as(mawdeduqtible buys
only catastrophic protection.
Soretimes a policy links the
deductible to an illness or health
conaition; you would have to satis]
the deductible with each new ill-
ness. If the deductible is large and
you have several different illnesses,
you ey never collect any benefits.
Some OO[HJanles no longer offer
low deductibles. "'If somebody can
alford to buy our product, he can
afford a $1000 deductible,”" says
John Hartnedy, the chief actuary a

@H*” L

dGéﬂden Rule. "You don't V\arg(i)rst-
ar coverage. It may cost $80 to
take care of a $50 hill"

As with most insurance, the
higher the deductible, the lower the
premium A45year-old men in Chi-
cago who chooses a&B(P S ible

for Berefit Trust Life’s pol-
icywould pay an annual premium of
443 Ifhe selected a deduct-

ible, he would gy only $830.
Sometines, for asmll, extra pre-

miumn_companies Wil waive the
deductible or a portion of it if you
are injured in an accident

Canyou renew?

Few companies will guarantee to
renew your coverage. Of those in
our study, only Arerican Republic,
Benefit Trust Life, and Metropolitan
sell “guaranteed reneweble” poli-
cies. The company can raise the pre-
mium, but it must continue your
Most policies, honever, are now
“conaitionall reneV\abIe."Thec?g

can r to renew your pol-
l|Oanyonly if it also refuses to renew
al other similar policies in your
state. You have some protection
because the company Cant single
you out for cancellation. But you can
still lose your coverage.

Sore Insurance ies use
condiitionally renewable policies as
alever to force insurance regulators
to grant the rate increases those
companieswant Certified Life, First
Netional Life, Golden Rule, and
Washington Netiorel told us they
had canceled policies. In some cas-
es, they offered policyholders alter-
retive cnvera?e._ )

A few policies are “optionally
reneveble.” A company can opt not
to renewyour insurance whether or
not it renews coverage for others
who have the same policy. Pruden-
tial. State Farm, and Blue Cross and
Blue Shield plans in Hlinois. Kansas.
Chio, and Oklahoma have: option-
ally renewable policies. (Prudential
and Blue Cross and Blue Shield of
Oklahona at least say won't
cancel your policy ifyour health has
Ceteriorated.) )

By companies also give them
selves the gption of nat renewing if
they G you have another policy
that is simlar.

Areyoj insurable?

People who have medical prob-
lers, however minor, arc second-
class citizens in the world of health
insurance. _ )

Virtually no commercial carriers

and only a handful of Blue Cross
and Blue Shield plans wl seQ pali-
cies to anyone who has had
disease, intemal cancer, diabetes,
strokes, adrenal disorders, epilepsy,
or ulcerative colitis. Treatrment
alcohol  and  substance  abuse,
depression, or even Vvisits to a mar-
riage_counselor can also mean a
rejection. ] ]
If you have less serious ﬁﬂl-
tions, you may get coverage, but on
unfavorable terms.

Conlitions that usually affect one
part of the body are candidates for
“exclusion riders.” That is, conpe-
nies will offer a plicy, but excluce
coverage for those conditions or
that body part, either for a short
period or for as long as the policy is
In force. If you have had a recent
knee operation, glaucome, migraine
headaches, varicose \eirs, arthritis,
a cesarean celivery, or if your dniid
suffer;OI from c!rlrong:bgg infectiors,
your policy will probably carry an
exclusion rider. “Any condition thet
would produce an immediate daim
V\m_loll ridered gét w\};\sbsh Frank

jel, a vice president at A&shi
{:oLng Netiorel. P _ ”ng-

If you have a medical condition

for oD yoore. gty
exanple, you'e significantly
overveight or have mild r%h blood
ressure—you may get Coverage,
ut at a price 15 to 100 percent
higher than the standard prergéjm

Companies in our suney told us
that between one-quarter and one-
half of al their policies carry exclu-
sion _riders, higher-than-standard
premiurs, or both,

Insurers, honever, are not restric-
tive in identical . ashington
Netional will exclude coverage for

r ifyou had a cataract oper-
Jion ayear agn, Pucertel wil ot
If% suffered from migraine heac-
aches in the pest but have had no
treatment for the last two .
Central States Health and life will
cover future treatrment for such
headaches; Time will issue a policy
bultfexclude cweragéets for mt ralrf\g?i

acompany rejects you,
will be recorded a the Medical
Informetion Bureau in Boston, an
industry cleari . next
ndustry clearinghouse. The
time you apply for coverage, the
new carrier may check your tile at
the bureau. If it finds youve been
turned down. I3t rejection could

trigoger further scrutiny of
heait v o

Bven if your health is perfect,
still may bygl%-man perfect r?slcllcJ
In their quest for applicants who are

CONSUMER REPORTS AUGUST 1530



r T—

unlikely to file clains, insurance
companies bladdjals(l)r?gople in cer-
tain oocupations. companies
have long lists of jobs that are unac-
Cepta b1ltg,reithegrforsg{?]I irdvidJIaI pol-
icyor forapoli to

in srall fims. Chances. & the
Insurance conpary Wwon't cover

if it considers your work hazam&
or if people in your profession are
nore likely to file clains or switch
jobs frequently.

Better off at tho Blues?

Historically, most Blue Cross and
Blue Shield plans took all cormers
for individiel health insurance,
e e s
t cou . ifyour
health V\Bspdbgad, cnkugd.ocu%ogq

ing a policy from the Blues.
ge'}'tﬁy onlcy22 of the 74 Blue
Cross and Blue Shield plans in the
US till meke policies available to
everyore. But their “open-enroll-
ment” policies require policy-
holders to pay a larger portion of
their expenses than policies offered
i ngiEn e

e, or-
ical plan sold by Errpire rI;zl'ejue Cross
Blue Shield in New York requires
20 percent coinsurance for dl ser-

Ve A et

; policy,
sold only to those with no medical
problens, requires no coinsurance
on hospital services and also offers
a much lower deductible. )

Vst Blue Cross and Blue Shield
organizations now “‘undenwite.”
Thet is, they evaluate an applicant's
health much the same way their
commercial competitors do. They
decline people with cancer and
heart disease and sometines issue
ﬁollues with exclusion riders and

igher iUTE.
?t‘s hg%ﬁto_wy whether youll
have an easier time buying coverage

from the Blues than from commer-
cial insurers. Most of the Blue
Cross plans we contacted refused to
respond to our . Through
oiller Sgo(tjjrg&/s we i nedBIt
plans uncooperative Blues
and evaluated them along with the
others.

Blue Cross plans that do not
exclude health conditions or charge
ggheerﬁ%eertrg ugeﬁ for themmmay S|Cr;n1-

( you a policy.
the other hand, 3 Blue Oross plan
might be more: lenient than a com-
mercial insurer. Enpire Blue Cross

Blue Shield does nat require blood
tests to detect ADS Blue

Cross and Blue Shield insures

worren with fibrocystic breast dis-

’ o-j(+<<4 4 e
medical  conditiors you  already

ease. Commercial carriers often  hawe - )
require blood tests and almost  Most poicies say that a preexist-
aways exclude ocoverage for i ition is one for which a poli-
fibrocystic breasts. qr?‘olo!er hes received treatrment or
for which g reasonably prudent per-
Preexisting conditions s s}mla have sodﬁ treatiment

If you get a policy from Blue
leos_sard still have f
cial insurer, i 0
Wit a year orym) to beng/ered for

during the previous twoyears. Sone
ue Shieldoracommer-  policies have shorter _or longer

lookdecK"  periodk.
noted in the Ratings.

T SSinied

The Last Resort

If you can't buy health insurance and you
live in one of 23 states listed below; your
insurer of last resort is a high-risk pool cre-
ated for the people insurance carriers dont
want Similar to the high-risk plans for oriv-
ers whoe been in accidents, health-insur-
ance pools originated in the 19705 as the
industry's altermative to national health
insurance. But only in the last few years
t}h%ﬁ states begun to get serious about

To obtain coverage, you usually must be
a state resident for at least six nmonths (a
year in some states), and nust hae
received a rejection notice fromat least one
carrier (Montana and FHlorida require two

rejections).
Ifa carrier will insure you anly at a pre-
mium exceeding the price of coverage fram

the pool, or if the insurance you'e offered
c<§1tr)|r|e1:;_:or eXCIpLSIJIm ricers, you will also be eli-
gible for a podl policy in most states.

The rules dlfﬁac;I from slate to state. llli-
nois, lona, Minnesota, and Nebraska, for
exanple, allowpeople infected with the HV
virus to obtain a poal palicy; South Carolina
does not In sore states you can't get pod
coverage if you're eligible for a conversion
policy when you leave an employer group,
even though the pool policy may be better
than the conversion option.

Horidg, Illinais, lons, Vinnesota, North
Dakota, Tennessee, Washington, and Wis-
consin meke Medicare-supplement policies
available through their pools. That's a boon
to the disabled under age 66 who rely on
Vedicare but can't find insurance to fill
Medicare's gas.

Pool coverage is similar to thet offered by
anmgjor-medical policy, although benefits for
mental and nervous disorders, organ trans-

lartts, and pregnancy ey be less conpre-
ive. You may. however, pay more out-
of-podket than would with a ngjor-
mediical Follw. plans require a hi
deductible, greater coinsurance, and rela-
tively low lifclime-berefit meximuns—
$500,000 or even $250,000.
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Premiums are no bargain, which is not
surprising smoe_pb’%koldf_ers in the pool
will almost certainly file clains. For exam-
ple, a policy with a $600 deductible from
the Illinois pool will cost a 45year-old men
living in Chicago $3344 ayear. That’s twice
as much as he'd pay for the most expensive
individual policy in our study available to
Chicagoars.

Long waiting lists

Pool policies ice decent coverage,
but they are avallljrd%ai to a fraction of
those who need them QU sunveyed the
pools last S%I and fourd that they now
cover only 55,500 peaple netionwide. Pools
in Illinois, IVkire, and Oregon currentl
limit the number they can insure. The Illi-
nois pool can issue ori|y45(D policies. The
wait to buy into the Illinois pool is now at
least a year.

It's hard to see howthe pools can meet
even the existing need. They operate at a
loss, despite the high premiuns. In most
states, losses are covered by assessments
against al health-insurance carriers doing
business in the state. In return, some
states relieve insurers from part of their
obligation to pay taxes cn the premiuns
theycollet =

the insurance industry is pressing the
states to pick %me of the hill fromthe
public purse, “V\E're nat in the business of
giving anay insurance at a loss to these

" says Carl Schranm president of the

th insurance Association of Arerica.

The 23 states with high-risk pools are:
Califomia, Colorado, Connecticut, Horich,
Ceorgia, Illinois, Indiana, lona,  Mhire,
IMinnesota, Mbntana, Loisiang, Nebraska,
New Vixico, North Dekota, Oregon, South
Qrollna,vgennes_see,a'[jem, Utah, Wash-
ington, \Msconsin, Wyoming,
gn%ls in Califomia. Colorado. Georrga,
Isiang, Texes, Utah, and \WWyoming are not
fully operational.) Your state insurance
department can tell you how to contact

your state's pool.
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The wrong job
Occupations some
insurance compa-
nies consider
unacceptable for
health coverage:

Tree trimmers
Explosives
handlers
House painters
Window cleaners
Heavy-equipment
operators
Rodeo performers
Police officers
Doormen
Models
Freelance artists
Waiters
Masseurs
Hospital aides
Maids
Musicians
Bartenders
Fry cooks
Janitors
Street cleaners
Doctors
Lawyers
Pro athletes
Fishermen
Railroad workers
Test drivers
Car-wash workers
Dancers
Beauticians
Movers
Zoo attendants
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To encour
plicants to ré\a/%eél éaFIT
their medical condi-
tions, some conpe-

usual waiti nlas'ools I iy m
sual waiting peri yau
disclosed dl your health problens
(pprovidiing the company is willing to
accept you and not exclude cover-
age for those condidons).

What polities <ost
The premiuns you pay are based
on yI(_Jur age, your sex, and where

yau Ine. .

At Banke’s Life and Castlty, a
healthy 45year-old men living in
Chicago would pay $12-15 a year; a
45-year-old worren, $1625; a 55-year-
old men, $174%, and a 55-year-old
worren. $1852

The premium for a 40+year-old
men, his 35-year-old wife, and two
children would come to $33%2,

Afew Blue Cross plans still use
‘tomunity rates,” charging every-
ore the same premium regardless
e By o

things being equal, older peo-
ple are usually better off at a com-
pany using community rates. A45-
~old men and a 60~year-old men
iving in Philadelphia would pey the
same $2192 premium at Indepen-
dence Blue Cross and Pennsylvania
Blue Shield. But at Tinme, acompany
not using community rates, the 45
year-old man would pay only $1580;
the 6D-year-old, $3375 _
~With most  policies, premiums
increase as you get older. fyou buy
a policy a age 40, expect the pre-
mumto increase when you tum 45,

In addition to age-related increas-
&s. the rising cost of mediical care
also pushes up premiuns eve
year or two. The premiuns for poli-
cies inour study increased an aver-
age of 11 percent a year over the
pest five years. But premiuns for
sone policies rose as much 3540 or
50 percent in a single year.

Priring tricks

As a sales gimmick, some compa-
%@%a i%i schemelthlat gives

i a ively low pre-
mium the ﬁr?t year and \)//ery hFi)gh
premiurs in later :

When a yea{shat uses o
%Iég&s selectforam uItinBIi? I«%ﬁ

YOU TOr Coverage,

You‘re ingood health and charges a
o (select) premium to reflect the
faat that you're not likely to file
da}:{ms int mmadarl%Ie futurer.rgllkét
asthe years go on. and as you
dains, the company will jack up the

MMisBrxuBEaK” irkwy»iHro>fa

Frem'um to the highest (ultinete)
evel

Companies that don't use select
and ultimete rates spread the antici-
pated costs of your claims over dl
the years you oan the policy, SO
your premiurs will be more stable.
If atz.c?/ from a company wsing
select and ultimete rates, you ey
face premium increases that far
exceed what you can afford.

State insurance regulators don't
require insurers to disclose whether
they use select and ultinete rates,
soit's often hard to laow It'sagood
ioea, though, to ask whether a com:
pany you're considering uses such
rates and to avoid their policies,
especially if you plan to keep the
coverage for several years. One car-
rier, Ad Association for Lutherars,

ives buyers insome states achoice

_ policies with select and
ultimete rates and those without,
and clearly points out the differ-
ences inits sales meterial. (Our Rat-
ings include Aid Association's policy
without select and ultinete rates.)

Managed (are and PPOs

Uil recently, insurance conmpea:
nies seldom questioned physicians’
fees. But to hold down their oan
Qusts, ies have nowinserted
avani “rmenaged care” require-
rmntse%to their policies.

As a result, you may have to ask
the insurance company for prior
approval for any elective surgery.
Yau ey have to use an outpatient
fadlity for such procedures as
arthroscopic surgery, dilation and
curettage, and cataract removal.
You ey be required to seek second
%nlufhebefolre SL%Lgeery Ifyou don't

Qwthe rules, the company ey
reduce your berefit or increase the
coinsurance and deductible yaull
have to pay. )

Sore Blue Cross and Blue Shield
plans offer Preferred  Provicer
Organizations (PPCs). Those are
groups of doctors who have agreed
to discount their fees. you sign up
for a PPO and use 3 nonPIT) doc-
tor, you may have to pay as much
as 40 or 50 percent of the doctor's
bill yourself and also suffer other

peralties.
How we rated the policies
Most Blue Cross and Blue
Shield organizations and a handful
Ou];I oormehea] hrcial carrie[|§ sell irgfi\ng
th coverage. Twenty of t
29 Blue Cross and Blue Shield
plans we approached fur informe-
tion refused to cooperate with our

study, forcing us to tumn to state
regulators to obtain necessary
informetion on their policies, pre-
miums, and rate histories. (Sur-
prisingly, some regulators mede it
difficult to obtain the informetion,
even though data filed with public
agencies is usually available to the
public) The Blue plans that
refused to answer our question-
naire are noted in the Ratings with
an asterisk. )

Afewother insurers also declined
toparticipate. Celtic Life, am?lawy
waging a public campaign to edu-
cate people about shopping for
health insurance, refused to shed
any light on its policies or selling
practices. A newcomer to health
Insurance, AL Williarrs, a conpany
Bglt_tqr I{a?/\n defcolr nle%l life-insurance

icies, also declined to participete.
Athird conmpar ,\/\MdFiar:s:[ura%e,
claimed tht if it won a favorable rat-
ing fromcarsuer itwould
not have the capecity to handle all
the applications. _
m\é\g tarlated j[?gl o_r—ngydml ad
-Surgi icies by measur-
ing the coverage and cost-shari
features of each against adﬁ
cla(lJrghs, I eld frcmarlr)lnortocaia-
strophic, O %, Oyees.
The average annual clairrs fora sin- i
gle person in the reference group |
totaled $1387; for families, it wes ;
ﬁgapol' that hing |
icy that covers everything
would pay 100 percent of those |
amourts. Cf course, heallhvinsur- |
ance policies are not designed to
cover 100 percent of clains. But the
best policies pay the mosL. -~~~

'ITJebstpdlwv\efam,armJor-{
medical plan sold by Blue Crossand !
Blue Shield of Minnesota, would m
pay $1230 (or D percent) for sin-
%ﬁ@rﬂ.mﬂ (Or 89 percent) for

lies if you used pnysicians in
the plan’s preferred-provider orga-
nization. The worst, a hospital-surgi-
cal policy from d Life, would
o sl 80 (x S0 e,

singles or 30 pert
forfaﬁli&_.

The Retings show what percent-
age of the average clains
each %dv\ml_d after acoount-
ing Lictibles, - coinsurance,
coinsurance meximurs, and other
cost-sharing features spelled out in
trgmlracL - iy

nce most e want a pali
tmtophprovida coverage alfcr cata-
strophic expenses, We als0 mea-
sured howwll each would pay for
two_mejor illnesses. One wes a
$19,774 daim for colon-cancer su-
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E
ery and fol dﬁenurera%
gI'hreyother V\BS%,W claim

weight to each policy’s renenebili
featgst&s and raig-(i)lncqrfease history.%

] Am 1 A
time benefit meximum its preexist-
ing conditions clause, and coverage

care of a serious heart attack,  policy scored highest in these T provided ta/the retemnity ricer.

including an angioplasty procedure  tors If it wes guaranteed renewable W\& could not dotain rate-increase

(see box on page H4). and if the company’s rate increases  histories or certain other infome-
A good policy is Useless if the  over a fiveyear period were less  tion for ive Blue Ooss

C can cals'tloel it, or iftrate
increases are so steep you can't pay
the premiurrs. Therefore, we gave

ﬂrén& the medical consumer price
i
W also looked at a policy's life-

and Blue Shield plans or for rew
policies. Where we lacked informe-
tion that might affect a plan's score.

Blue Cross and Blue Shield

ABANDONING THEMSION

Sick people cannot buy a poli
from Blue Crossbta%d %
Shield of ky. The plan
evaluates an applicant’s health
and rejects those with such
afflictions as cancer, heart dis-
€ase, and AIDS,
Conpetition from commercial carriers has forced the plan to
turn sick people anay in order to keep its premiuns affordable
and attract newcustorers. At one time, Kentucky’s Blue Cross
and Blue Shield plan sold as much as 90 percent of all health
|m%%sgie. Tox |tgFIISJust. pe(r:crent d B
The icky plantypical of many Blue Cross Blue
Shield organizationstocky, is a far cry fromwhat suchplans
used to be. Founded by organized mediicine in the 1930s, Blue
Cross (and later Blue Shield) had two missions. The first wes
to meke sure hospitals and doctors got paid The see md wes
to provide health Insurance for the greatest number of people.
For years, the Blues hed a virtual insurance nmeoI?/ In
some places, they were so powerful that they were able to
negotiate large discounts from haospitals and use the savings to
carry out their mission of community service. For exanple.
Blue Crass plans suisidized such money-losers as indivicuel
health policies for the sick and Medicare-supplerment coverage
forp'éhe dcbrO% izations, the Blues hed certain privil
nonprofit organizations, the Blues hed certain privileges.
They paid no Federal income taxes and, in many states, no
taxes on the premiums they collected.
“Community rating’” wes once the Blues' trademerk. Every-
ore in the conrunity—arge employer groups, smell enrployer
roups, and indiviclels hmr’g?emlla&s on their oAn—were in
the sae risk pool. They paid the sarre rattes regardless of their
a%%m sex. where they lived, or howsick they were.

t all began to change in the 1960s. Commercial insurers
started skimming die best risks from the Blue Cross pool by
offering lover premiuns than the Blues charged. As large
groups and then sl ones took out de?ge}ﬂpdlaawm com
mercial carriers, the Blues increasingl themselves cow
ering people with health problens the commercial carriers
didn’t wart. As hcaldiy peaple deserted the pool, die Blues hed
little choice but to raise premiuns higher and higher to cover
the claims meck by die sick people who remained.

In meny aress, the plans also saw their hospital discounts
whitoed anay. Some states nowmendate smeller discounts and
allowall insurers to receive them

Blue Cross and Blue Shield of . for exanple,
receives only a 7 percent disoourt from die hospitals. And it
does not subsidize indivicual healdi coverage (odlier than con-

version policies) aut of the profits fromodlier lines of business.
At the suggestion of insurance regulators, it abandoned com:
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munity rating a few years ago in favor of the Idnd of pricing
used by its commercial itors.
Wk Ny VoA A e nes Ty
instrance conrpanies. They've
Iostltheir t?xe%mﬁic_l&fromﬂe F%erral gaﬂnl*rat&ar:r% they
no longer try to coverage for everyore less than oe-
thirdI still teke all comers f(ajhealth |r%11“aym O‘the_g ﬁe
regulators responding to a QU suney, atly nire consi ir
local Blue Oross ardrgatp Shield plan an insurer of last resort

“W\é think the Blues in our state do a pretty good job. But
everyore here dislikes them, fromtheir subscribers to the leg-
islators,” says one state insurance regulator who asked not to
be identified. They are some of the most defensive peaple you
can imegire. Evethehlng we ask for isa tight'

W& knowwhat he means. e asked 29 Blue plans to send
us informetion about their policies. Only nine would do so,
forcing us to seek informetion fromstate regulators, who some-
times couldn't or wouldn't help us. The Gllifomia Insurance

partment told us it had no rates on file for Blue Cross of
Califomia. When we asked the plan for a liistory of its rate
increases, an official told us thet informetion s ‘proprietary.”
Whenwe asked the Weshington Insurance Departrrent to give
Us rate-increase data for the V\éshington and Alaska plan, the
departrment said it could not ablige because Blue Cross hed a
right in thet state to keep such i ion a secret

Pstheir risk pool gets crearmed, there’s mission schizophre-
nia at the Blues," says Susan Sherry, an offidal at Families
UBA a health-advocacy group. “it's the classic exanrple of com
petition, and consurers are the real losers”

Sore Blue Cross and Blue Shield plars, nostly inthe North-

east still cling to the dd mission. But even for them, holding
on is increasingly difficult )
In New York a person no etter how sick can always get

health insurance from Enrpire Blue Qross Blue Shield. It won't
be the top-of-the-line policy, but it will provide some coverage.

Enpire, which still uses community rales, can sell insurance
even to people with terminal illnesses because their policies
are heavily subsidlized from premiurs peid by large enployer
groups and from the savings dbtained by negatiating a 13 per-
certt discourt with New York I'(Bﬂét‘?ls. o _

Bven so, Enpire officials say that thj discournt is not lan

, and that over the last fewyears some 1(D(mpqug

have left the pool, either going with comrercial carriers or
doing without coverage altogether. The planhas hed to increase
premiuns on &l its policies 40 to S0 percert to cover the claims
cft‘(r)IeJSId< _ Ie\/\m(%mkg. . Eric Sehes

“Qur IS to stay with the mission,” ic Schlesinger.
Epire's chief n]arStEyeti | officer. "But in?@erd, we will rl‘%\cr/e
a community price so high that no one will pay it, and the
nurmber of uninsured will skyrocket’
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we assigned values representing the
average for al plans in our sunvey.
This lack of actual informetion for a
plan is denoted by adesh in the Rit-

Or‘fgs The Flars are listed in order
an | quality index that takes
into account al the rating factors.

Rttcfiimefldations

Il\btuall ly, ywc\jf\fant abeﬁllw that
will pay as many of your hills as pos-
sible, so coverage should be your
first concemn.

Unfortunately, there are few poli-
cies for any one indivicual tochoose
from Your options bail doan to a

icy from one of the few remain-
ing commrercial carriers selling this
insurance or one from your local

I

As part of our evaluation of health-insurance poli-

cies for the accompanyi rt, we measured
Bclxlfvmm eact;ypollwmmdr?eﬁgdeﬁaytm%
S run two patients In ent
health V\ht)p Were sudci'g;lly strlmmm a life
threatening  illness—eolon cancer and heart

attack.
The case of colon cancer cost a tatal of $19,774,
including $13471 in hospital bills and $3665 for

Surgery.
ﬁrt]erybestplan\/\efwm from Blue Gross ad
lue Shield of Minnesota, would have peid about
peroent of the $19,774 if the policyholder used
“preferred provicer” doctors. (If the poli
hoderwant to other physiciars, the plan would
up to 83 percent.) The hlgrmt -rated poli
an commercial carrier, Aerican Republic's
€ with no coinsurance, would have paid
97 percent A less generous mejor-nediical plan,
fromWashington National, would have peid 87 per:
oentofthe m Leesthel I\/\esarmpnal-wr-

gj F?/'(r9 amid Life It would have paid
only percent of the hill, leaving the patient aloout
$10000 in debt

The treatment for the heart-attack
to$49767 It included an angioplasty (a procedure

e irt—g;/eshostphlatialm st piled Lp

a stay thet piled Wp
bills of $34,107.

In this case, the Blue Cross and Blue Shield of
Minnesota pl anvmldhavepaldabout97peroent
of the $49,767 claim if the policyholder used dll

“preferred provider doctors and up to 95 percent

C&)Il cyholder did not. American ics

ra pollt,ywnh no comsuranoe would have

The mejor-md E%an from

of he on Rrugmpyramm%lﬂfreaw dnal hospital

the claim 'S Mergi -

surgical policy would have paid only 44 (%cent
leaving the patient to recover froma$2&

BSwall as the heart attack

patient came
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Blue Cross and Blue Shield plan
The best coverage is provided by
a good mejor-medical plan The

plans listed high in the Retings

require policyholders to pay very

fewof their medical expenses
Anumber of Blue REN'S—m Min-
nesota, New Jersey, Yak ad

Pennsylvania—ranked high. People
in those states should certainly con-
sider them As the Ratings show,
however, Blue Cross ad Blie
Shield organizations in other states
offer mediocre or poor policies.

Fortunately, some good commer-
dal plans are wicely available. Look
ofre by Ao Fendi. g

Y ican ic
Berefit Trust Life

Matemity berefits from some of
the Blues were better then those
offered by most commercial carri-
ers. Many Blue plans treat pr
g‘@ﬁ as an illness and pay m*rf%

ts, which will cover most
the cost of having a beby. But some
offer meternity ts only on
family policies. Presunebly a single
women who  became pregnant
would nat have

Soe Blue Cross and Blue Shield
plans offer a_choice of a regular
Insurance policy and a PPO. Yau
might consider a PPO ifyou're will-
ing to use its doctors rather than

r oan The PPCs offered by
ue Orass and Blue Shield inArizo-
g, Illms Mnnesota, and \\ésh-
&t by Blue Shield of
ifomia ranked higher inour Rat-
ings than thase |zaI|ors tradi-
tional insurance they
require their subscrlbers topay less
coir turance.

Policies from Frst National and
Wéshington Netional provice good
benefits for catastrophic expenses
but fdl short in other mFonant
aress, such as policy cancellations
Or rate increases.

Note that the policy from the
largest seller of individuel nglor-
medical insurance, Golden
ranks near the bottom The pdlw
provicks only average coverage. Ad
the company hes a history of large
rate increases and canceled policies.

Once you have considered a poli-
cy's coverage and other dirmensions,
look at the premium If two pollues
are comparable, pick the one with
the lowest premium

Hospital-surgical plans cost less
tey cranaly v el s
t gener provi ess

% rs Lifeand Casu-
alty a ~old men living in Chi
d pay $806 a year for a

hospital-surgical - plan,  conpared
with $1245 for the corrpany’s mejor-
medical policy. But can see
from the colum Iabeled “Payout,”
the coverage offered by these padli-
CrITefg is, f{Jr mgtrmst % ge;/adedly
inferior to that provi mejor-
medical policies.

The hi hggt rooanarrg;p'botglrd O
erage the -Surgi-
cal policy fromBlue Cross and Bite
Shield of Muire, for e, is
$276. Sone of the state's hospitals
have roonvand-board charges thet
ex%gm il pl ice

-SUrgi as  provi
fewer berefits, and those berefits
may not incresse with the cost of
nedl%cewrg u%egef% carrlerﬁd;
you t 1S you
todayrmybe inadequete if

tal care several years ommN

It you can't swing the premiuns

for a high-rated major -nrediical pdl-

Cy, consider reduci
wnh a higher dedJEtgble tEeem
get toooveramll medical

h;you’re not in perfect health, its
to buy coverage at any price.
It may nevertheless be worttmhile
to shop several carriers to see if
theyll ‘issue coverage with exclu-
Sion riders.
If e INIS/I g\} Aabarre, Haai,
)
shire, l\lewJersey l\laNYakm
Caoling, \Vania, C
Island, Vermort, Mirginia, orthe Dis-
m of Colurrhia, rrer\{t‘mlplgle dolﬁe(;i?]
an’ "policy
Blue Gross and Blue Shield at least
soetime during the year.
BIIn I\S/hlsulnleEI the Blue Cross ad
e Shie ization acoepts
anyore for oo?r/egrgnge but will add
exclusion riders for three years on
Fglalaes for people with™ various
th conditions.
Ifyou live in one of 23 states with
a hignHrisk pool, wamn?]yﬁgableltc
I cove t
pu'I'heresnomrsal?reer of last res%or(t)fo
%e living in the other 15 states
of getting a job wiih a |
business or marrying someone
works for ore, people who are urec
e to insurance conrpanies ar
out of ludk They have no doic
under the current system but tojo
the grwu%{an of the uninsurec
n an PaE 4
a|I
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Continuing Coverage

VHEN YOU LEAEAGROLPRLAN

Ifyou leave ajab, you may have two options for continuing your
health insurance shorrtTg%/ shopping % an individuel pclxlrz%/ on
your oan. Depending on the size of the firm you worked for
and on your state's insurance regulation?, you may be able to
continue your group cowverage for a short time as proviced
under the Consolidated Onmibus Budget Reconciliation Act of
1985 (QOBRA). Or you ey be able to dbtain an individual
policy through a i)rocess known as conversion. Both options,
though, will usually cost a lot more than you would, spend for

group coverage. .
Because it IS less expensive and generally offers better cover-
g than a conversion policy; your first line of defense should

COBRAY How it works

If g worked for a business with 20 or more employees,

entitles you and your dependents to continued cover-

for at least 18 months under your former emmployer’s plan.

It you are disabled and eligible for Social Security disability

benefits when your employmert ends, you can obtain an addi-
tional 11 months of coverage, for a total of 29 months.

If you are insured through your spouse's plan at werk and

your spouse dies, you divorced or separated, or your

spouse becomes eligible for Vedicare, CCBRAprovides for cov-

er%c:g&p to 36 nonths.
requires that you pay 102 percent of your group
insurance premium Ifyour enmployer hes been paying a portion,
you will have to assure that cost in addition to what you were
al_r@ paylrgI plus an extra 2 percent for administrative costs.
Disabled people who take C coverage st pay as much
asYIEO perclent of the prer_?um gnt.rte e><§[rr?e 11 months. "
ou can lose coverage ifyou pay the premiurrs, if you
becoe eligible for Medicare, if your enployer discontinues
health ir.jurance for enployees still working there, or if you
join another_?lan. o o )
Honever, if you join another plan and have an existing medi-
cal condition for which that plan inyposes a waiting Iperlod, you
can still keep your COBRA its utlglggyv\md normally
run out By that tine, your preexistingI ition may be cov-
ered under the new plan. But you could be without coverage
for that condiition if your GOBRA berefits stop before the wait-
|n? period on the new policy is Owe. ) )
a self-insured its workers
T you work for a company that has self-insured its workers'
health coverage, you are ertitled to GOBRA benefits, even
though such plans arc nommelly exenpt from other insurance
re?u ations. -
f you are not eligible for COBRA because your former firm
employs fewer then 20workers (or isachurch organization), you
may still have soe protection under state laws. If your state
provices for “continuation” of berefits, you may be able to stay
on your erployer's group palicy for as Uile as three months in
soe states or s lonTas 18 months in others. (Those benefits
are usLally not awal -.!e to inself-insured plars)
The folloning stales do [ comprehensive continuation
lawns: Alabame, Aleska. /Aizare, Delanare, Horida. Hawaii. Ida-
ho, Indiane, Louisiane. Michigan, Mississippi. Nebraska, Penn-
sylvania, Wisconsin, and VWyoming, o
Some oyers consider an administrative head-
ache and may offer enployees who leave asinpler alternative—
insurance that covers them only for injuries caused in an
accident. Accidort-only policies may be termpting because
they're cheap—a fewhundred dollars a year, compared to a few

CONSUMER REPORTS AUGUST 1990

thousand for COBRA coverage—but we dont recommend
them Unless you are very yom%bryou'(e much more likely to
need coverage for iilnesses than for accidents.

Beyond COBRA

_ After COBRA coverage runs out, or ifyou're not eligible for
!tr,t}/opr next options are to take a conversion palicy or shop for
individual coverage. (Unless, of course, you're covered under a
new enployer’s health plan or becore eligible for Vedicare.)
The law requires that every enployer who normelly offers
COoNversion E&ICIGS to workers who feave also offer them to
former employees once their COBRA berefits run out. Fifteen
states, as Well as the District of Colurrbia, don' require enploy-
ers to offer conversion gglr:rcg_to loyees who leave. They
are: Alabamg, Alaska, icut, Delanare, Hanaii, Idaho,
Indiang, Louisiang, Massachusetts, I\/id&l%n, Mississippi,
Noil?raska, NewJersey, North Dekota, and glhorm I
an insurance company terminates a group plan, enployees
may also be out of luck. Two-thirds of the states require insurers
that cancel group policies to offer conversion options to peaple
losing their oover% ) )
~ Benwhen it is offered, conversion coverage is almost alvays
inferior towhat you received fromyour group plan. (Twenty-
four states require companies to offer conversion policies with
mejor-medical or comprehensive benefits.) Ifyou curren_tclyg\qlle
oM y

mejor-imediical coverage, a conversion may pr
el'gsémpltal—surglcal benefits and only pay up to a fixed amount
day for hospital roomand board and surgical procedures

(see page 539).

_For exaple, CIGNA an insurer that offers several conver-
sion options to employees converting from the group policies
it underwrites, pays only $250 for hospital room and board if
an employee choases its top-of-the-line conversion coverage.
For employees in a topk)fte-Lie group palicy, CIGNA would
pay most of the hospital charge, which runs considerably more
%nDQSO. (The average cost of a day in the hospital iS about

While benefits 3re low the prices of conversion policies are
high, reflecting the fact that it is mostly people in poor health
who buy this coverage. CIGNA for exanple, cggrlges a45yer-
old man or women living in Chicago an annual premium ol
#4736 for its most generous conversion policy with a $800
deductible. By comparison, Arerican ic, the top-ranked
commercial in our study, would charge a 45-year-old
men in Chicago $190-L; a 45-year-old wormen, $2240.

Despite those drawbacks, a conversion policy may be your
only option ifyou have health problens. (Insurers must meke
these policies available to anyore regardless of their health.)

Ifonly one member of your farily suffers fromsome rrediical
ccrdltg]ﬁym ma‘y] wart to take the conversion policy for him
or her and try to find cheaper, individual coverage for the rest
of the family. In some states, a person with health problens
may be eligible for coverage fromthe high-risk pool, although
in certain slates, if you're eligible for a conversion policy, you
can't have pool coverage.

If you're considering buying an individual policy instead of

taking your conversion option when GCBRA coverage ends, do
your Z%xng well ir. advance. The slightest health prablem
can disqualify you, and it ey take tie for an insurer to collect

r medical records and decice ifit's willing to issue coverace.
3(/JouwceyourQ‘B_F’Abeneﬁtsnnwt_,ymrr]!atgveoriya’ldaysin
most states to sign up for a conversion policy.
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RATINGS

Healtft-insurmuepoliues

of e'stlrél'ét%/g&s o

listedinorder
ty, based on poli-

cies for a single person Famly policies
closely tracked single policies in overall
quality,) Differences of ess than 5 points

were edud%ed insignificant.  Companies
an astensk dd not res o
our survey Dagshes, indicate we could not

on; in those cases we as-
S|?ned C\llglG ues representlng the average for
[

Q Annual premiums. These are annual
premiuns for 45year-old men and women

m Major-medical. .. V v - v >m
Blue Cross and Blue Shield of Minnesota
Capital Bluo Cross w/Penn. Blue Shield
American Republic

Blue Cross and Blue Shield of New Jersey
Benefit Trust life

Empire Blue Cross Blue Shield

Independence Blue Cross w/Penn. Blue Shield

Blue Cross and Blue Shield of Minnesota
American Republic

American Republic

Blue Cross of Washington and Alaska"
Blue Cross and Blue Shield of Alabama*
Blue Cross and Blue Shield of Illinois*
Blue Cross and Blue Shield of Montana*
Blue Cross and Blue Shield of Montana*
Blue Cross and Blue Shield of Hew Jersey
Blue Cross and Blue Shield of Indiana*
Blue Cross and Blue Shield of Oklahoma*
Blue Cross and Blue Shield of Maryland*
Central States Health & life

Time

Benefit Trust life

Bankers life and Casualty

Bankers Multiple line

Union Bankers

Blue Shield of California*

Blue Cross and Blue Shield of New Jersey
Blue Cross of Washington and Alaska*
Blue Cross of California*

Blue Cross end Blue Shield of lllinois*
Blue Cross and Blue Shield of Maine
Empire Blue Cross Blue Shield

Benefit Trust life

Blue Cross and Blue Shield of Arlrona*
Aid Association for Lutherans

546

livinginChi Fora not selli
the% Cagjo, corrpany :!9

premum is f
mejor operating temtory famldv premuis
assume a 40-year. a.35-year-

old wife, and two chlldren Premiunts are
%m\{en for policies with $500 deductibles. If

company does not affer a S500 deduct-
we show the premium for the closest

ded.nnbleto$50(5)rf ootnotes (on pages
548-549) state the deductible on(Wn B} %he
pn is based. Premumsformatermty rltfer

the cost of adding coverage for rou-

tlnepregnanues
Q Qualify index, Asunmaryofhowlhe
palicy fora single person.

El Payout. The percentage the palicy paid

Aware Gold (F2844) PPO

Major Medical

UltraCare. no coinsurance

Medallion

MMI

Tradition Plus Wraparound (LGL 3252)
Maior Medical w/Pian 100

Aware Care(F2239)

UltraComp

UhraCare. 20% coinsurance

Personal Prudent Buyer, Low Option 200, Wash.

ALPHA Plan

Non-Group PPO

Personal Choice Plan

Healthy Montanan Plan

Direct Payment Supplemental Maior Medical
Personal Security

Healih Check

Personal Comp

Individual Major Medical (569-570,571-572)
24 Karat (502)

Telo-Med

VIPV(CR-G002)

The Spectrum Plan (D-G002)

The Spectrum Plan (MM-89)

Preferred

Bluo Care

Traditional Individual in Alaska

Personal Prudent Buyer

Non-Group Comprehensive

Blue Alliance

TraOition Plus Compiehensive UGL 3253)
MM2

Prclerrcd Caio

TotaiMed 11(4945)

for a single person and for a family on an
average mix of clains filed by 25,

rs. We used a $100 cunsurance
riexium for each palicy. If the policy dd
not offer this weused its maxinum
e e VO Pk 1

Ui insu
notedloe the Comments.

Q Catastrophlc claims. Measures how
a_policy would have paid after the
deductible was met on two actual clains
involving  catastrophic  illness—ene for
treatrmntofcolon cancer; the other, a seri-
us heart attack. Apalicy that scored a O
dnnret_han% peroerttofmeexpenses
both clains. Apdlicywitha© peid nmore

CJ Annual premium

S149300 519620 0 $510000 Included
18150 18150 39230 Included
19040 22400 50120 $608
184300 184300 475900 Included
17940 20960 43190 Included
23920 23920 61260 Included
21920 21920 51590 Included
6580 8820 22260 Included
16320 19530 43330 636
15960 18770 42000 608
10920 0 109200 23760 0  None
1308000 1308000 3432000 72
15543 1932 4363 261
1851 1851 4241 Included
1553 1553 3554 Included
31670 31670 61350 Included
1293 1374 2935 1164
1764 53 17640 37800 Included
1001 1001 2604 Included
14630 19000 37210 781
15000 18760 38540 490
1443 1822 3878 1257
12450 16250 33820 None
12450 16250 33820 None
12450 16250 33620 None
1952 1952 3299 None
12610 12610 34000 Induced
1933 1933 4123 None
1680 1680 3898 3350
18380 19920 4686 fj None
12940 12940 25300 Included
15070 15070 32290 Induced
1495 1751 3603 None
716 716 1928 None
17080 17240 40320 1860
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than 90 percent Apdlt,ywnha Opaidat  cyholder's life. CeadHieiel means that the
company can cancel it along with al similar

least 81 percent, and a policywitha © paid

closed illnesses. The ledelxek pafed is
how far back intire the insurance

atleast 75 percent ol the expenses. poliCies. I means the company can il investigate for preexisting illness.
Q lifetime meximum Toid bengfits a  Cancel anindividuel policy. m Avciloblo to anyone A'yes" ind-
policy will pay over a palicyholder’s life. Rate h|story AO indicates thet overa  cates the palicy Is aval etoanyaopllcant
has raised  regardless of health status
Jjj Maternity coverage. This shows the rates on iov less the medical o
ity of the metemity ricer thet covers (25 T |gj|rct>:/le>g V\hICh vera0ed 72 Exclusion riders. Ayes" indicates the
routine pregnancies and deliveries, Ifa poli- coent ea%r (% con‘gany will issue coverage with exclu-
%/oﬂ‘ered Soverage for complications anty %eans gl rajsed rates R 17 sions for certain conditions”or for certain
i policyolckrs bl a ickr 0 TQUTE OV~ (e per parts of the boc.
erage. it scored @ 9. Itscored a © if it i Higher rales. A "yes" means thecom
offered coverage for complications without L1 Preexisting illness. Thewaltmge'gerlod 9" issLe covgr bt 4t h| her
TG PO O e . e dmrtiea pipfoce Tt retiums forome ek condtrs.
Q Ren anfty Queranteed means ing illness not disclosed On the application. D3 Other coverage. Addtional coverages
palicy is guaranteed reneweble forthe pdl- The waiting period may be shorter for dis-  and features a policy may offer. See Key
Bl Payout O Preexisting illness
—r... i V.- Cit-1 VK. Ix L
85 8% 8% (0  None o Conditonal 0 24 3 NO Yes Yes ahc A 800-382-2000
83 8 87 0  Noneforbasicpolicy o Conditional © 12 12 Yes No No acd C 717-255-0820
81 8 68 © Simillionpercondition o  Guaranteed o 24 2 NO Yes Yes ad 8 800-247-2190
80 8 88 o  None o Conditional — 12 12 NO No No ace C 201-822-4500
80 8 8 o  ILmillion 0 CGuaranteed o 24 24 No Yes Yes a C6 708-615-1500
80 8 8 o  Lmillion m Conditional — U 24 No No No adh C 212-490-4757
80 8 8 0  Noneforbasicpolicy o  Conditional o 12 12 Yes No No ac C 215-564-2100
79 7 72 o  None 0  Conditiona o 24 3 No Yes Yes ach — 800-382-2000
78 74 60 0  2million 0 Cuaranteed — 24 24 No Yes Yes ad D 800-247-2190
77 75 60 0  Lmillionpercondition o Guaranteed — 24 24 No Yes Yes ad - 800-247-2190
75 82 61— Lmillion © Conditional — 12 12 No Yes No acd E 800-752-6663
75 75 60 —  None forhospital o Conditonal o 12 2 No Yes No a J 800-392-5705
75 13 61— ILmillion ©  Optional o 12 12 No No No ach E 312-938-7209
74 68 62 — None 0 Conditional — 12 12 No No No ac F 406-444-8210
74 68 62 —  None 0  Conditional — 12 12 No No No ac F 406-444-8210
74 74 74 0 Noneforbasicpolicy o  Conditional — 12 12 Yes No No aef C 201-822-4500
74 62 68 —  Lmillion o Conditonal — 12 Nolimt No Yes NO a BE 800-522-4075
w7 12— lLmilion e Optional 0 12 6 No Yes No ach K 918-560-2121
o713 72—  Lmillion 0 Conditional 0 9 Nolimt No Yes No acd - 800-992-2308
7373 60 0  Lmillion o Conditional o 12 24 No Yes Yes a — 402-397-1111
71372 60 ©  2million o Condilional o 24 12 No Yes Yes a - 800-333-1203
71 58 ©  2million o Conditional — 24 12 No Yes Yes a - 708-615-1500
75 64 0  Nono © Conditional o 24 24 No Yes Yes ag — 312-777-7000
nmn o« 0 None © Conditional 0 24 24 No Yes Yes ag — 312-777-7000
7 75 64 0  Nono 9  Conditional o 24 24 No Yes Yds ag - 214-939-0821
7T 73 60 —  2million © Conditional — 12 12 No Yes No acd E 800-624-5150
7170 70 © 100,000 per year 0 Conditional — 12 12 No No No ao - 201-822-4500
7 75 60 —  Lmilion © Conditional © 12 12 No Yes No a - 800-752-6663
7168 55 —  2million © Conditional — 6 6 No Yes No ac E 800-777-6000
770 S —  Lnullion ©  Optional 0o 1 1 No No No a - 312-938-7209
70 67 72— Nonelorbasicpolicy © Conditional o 12 Nolimt Yes YC5 No al CG 600-402-0966
70 61 5 0 500000 0 Conditional — 11 24 Yes No No adh - 212-490-4757
69 72 60 o  lmillion © Guaranteed o 24 24 No Yes Yes a CG  708-615-1500
69 75 62 —  Lmillion © Conditional — 1L Nolmit No Yes No ach E 600-543-2944
69 71 60 ©  2million o Conditional o 24 Nolimt No Yes Yes ad - 414-734-5721
547
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Ratings
Cotired

Blue Cross end Blue Shield of Virginia*

Blua Cross and Bluo Shield of Virginia*

Blua Cron and Blue Shield of Florida*

Blue Cross of Waihinglon and Alaska”

Blue Cross and Blue Shield of South Carolina

Blue Cross and Blue Shield of Kansas*

Blue Cross ond Blue Shield of Kentucky*

Metropolitan Ufa

Certified life

First National life

Blue Shield of California*

Pyramid life

Golden Rule

Blue Cross and Blue Shield of Arizono*

Prudential

Washington Notionol
Hoipifal-iurgital

Copitol Blue Cross w/Penn. Bluo Shield

Independence Blue Cross w/ Penn. Blue Shield

Blue Cross and Blue Shield of Mithigan*
Blue Cross and Blue Shield Rochester*
Blue Cross and Blue Shield of Alabama’
Blue Cross and Blue Shield of Oklahoma*
Metropolitan

Blue Cross and Blue Shield of Maine

Blue Cross ond Blue Shield of Montana*
Blue Cross and Blue Shield of Ohio*

Blue Cross and Blue Shisld of Now Jersey
Blue Cross ond Blue Shield of New Jersey
Bonkers Life ond Casualty

Bonkers Multiple line

Union Bankers

Stole Form Mutual Automobile

Certified life

Pyromid life

ffoipifal-cnly

Empire Blue Cross Blue Shield

0 $500 deductible on hospital services only.

0 Rales tornonsmckers.

0 $350 deductible on nonhospilal only.

0 %eSgrOSdeducnbletoreachcondmon every3
0 $300 deductible only tor supplies and drugs.
0 $250 tor nonhospilal services.

0 $300 deductible.

0 $200 deductible

0 $200 deductible tor each hospital admission.

548

Personal Health Care

Personal Health Care (Healthy Virginian)
Preferred Patient

Traditional Individual inWashington
Mark Four

Afforda-Care

8CBS3082

Major Medical Expense PlanjFAH 15-86)
VIP Variable Individual Protection (CER-G0Q2)
Major Medical (MM-286)

Coronet

691

Inflation Guard GRI-H-14

ExecuCare

Pru-Med (PM-83)

Classic Choice (AM283F)

Blue Cross Hospital and Blue Shield Plan 100
Blue Cross Hospital and Blue Shield Plan 100
Non-Group Option E

Non-Group Basic

Non-Group

Health Check Basic

Tower Hospital and Medical-Surgical Expense
Blue Cross with Blue Shield H

Essential Care Plan

Non-Group Policy w/Calaslrophic Rider
Eérr?gg Fiamsnl Comprehensive Hospital and

Co-op Prolection Plan and Series 14/20
Hospital Surgical Protection (CR-G020)
Hospital Surgical Plan (D-G020)

Maior Hospital Surgical (HS-09)

Basic Hospital-Surgical 97047IL
Hospital Surgical Protection (CER-G020)
695

Tradition Plus Hospital

53J500 deductible on nonhospilal only.
53$100 deductible.
535750 deductible.

53 %888 dc?rdéjl?“grl\? lor each hospitaladmission;

5551000 deductible
535200 deductible tornonhospilal services.
53At|aa1ta rates; $500 deductible tor each

$3$100 deductible tor hospitalinpatient stays

Q Annual premium

2044Q 2044 53 435953 IncLe
116953 116953 245453 IrcLe
1882 2085 4558 None
1320 1320 2844 None
963 1292 2312 671
1208 1208 2653 I
765 1123 1918 Indu
1594 53 204253 403053 710
124553 17480 33820 Noni
100551 113751 214251 48
2941 53 2941 53 422953 Nori
15010 18630 40150 64!
1805 1990 3623 3U
94063 94063 181453 Non
122805353 158405363 3127053532641
17640 22050 32490 90
157951 157951 3451 51 Irch
196851 196851 472951  Inch
200453 2004 53 374253 Incl
01653 247253 Incl
2160 Jﬁé@ 29660 Ind
7560 7560 18480 Inc
101553 116251 284651  nor
1033%1 103351 205863  Inc!
8140 814@ 1844 ® Inc;
126651 126653 268351 51
133651 1336 51 279653 Inc
199251 199251 343951 e
8060 10430 21370 Nc
8060 10430 21370 Ne
8060 10430 21370 N
7050 8530 21770 Ni
8060 10430 21370 Ni
10160 53 12500 53 24720 53 6
8951 83951 1866 51

only; $1000 tor other services.

53No deductlble requited.

63 $250 deductible

£3$60 deducnblo tor each hospital admission

to Olhjr (oytrogei
rescn ||o i f homeuse
re Ive car ages
g |p§ ﬁhp ysmans lor all lamil.es
e- Pap Sméar.
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68
68
68
68
67
67
67
65
b4
64
63
63
62
b1
b1
b1

81
m
76
16
1
10
68
67
67
66

62

61
58
58
58
5
50
42

¢
He
J

Kay, . Commend .
ACoinsuranco on hospital and $10 copayments
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66
66
10
74
10
10
n
62
15
65
65
Y
74
62
63
n

m
76
10
16
63
[
58
5
59
62

65

63
52
52
5
%%
52
35

65
65
62
b1
58
67
68
5
64
53
5
60
60
51
9
59

80
m
10
75
66
75

5
59
66

67

66
45
45
45
45
45
30

8r medlcal covora
ered expenses are mc rre

| ® |

| c® | @ co® |

@O

cCoooocoee° <@

L-million
1-million
L-million
L-million
L-million
L-million
L-million
L-million
Nona

L-million
2-million
2-million
L-million
L-million
None

2-million

Nona
None
Nona
None
None
500,000
none
nong
L-million
L-million
None

None
None
None
None
L-million
Nono
2-million

Nona

Partlmf)atl%c; Pr\%fluans lor families below
(57 e r?or reven’uve care per person.
or medp ca? coverage altar $2500 deduct-
d1er $25,000 ol cov-

Conditional — <2 Nolimit No
0 Conditional 0 12 Nolimit Yes
© Conditional 0 2 Nolimt No
9 Conditional © 24 2 NO
9  Conditional 0 12 12 No
0 Conditional @ 12 Nolimt No
0 Optional 0 8 Nolimt No
o Conditional 0 9 Nolimt No
0 Conditional — 24 60 No
9 Conditional (0 24 2 No
o Conditional o 24 24 No
9 Conditional 9 12 12 NO
0 Conditional 9 24 24 No
o Conditional 9 12 24 No
9 Conditional O 11 Nolimt No
0  Optional 0 24 2 No
0 Conditional 0o 24 12 No
0 Conditional 0 12 12 Yes
o Conditional 0 12 12 Yes
© Conditonal © 6 6 Yes
0 Conditional 0 12 Nolimt Yes
0 Conditional 0 9 12 Yes
o Optional - 12 6 No
9 Guaranteed (0 24 60 No
© Conditional 0 12 Nolimit Yes
© Conditional — 12 12 No
©  Optional 0 12 Nolimt No
0 Conditional 9 12 12 No
0 Conditional 9 12 12 Yes
9 Conditional © 24 2 No
9 Condiional © 24 2« No
9 ConOitional © 24 24 No
9 Optional - U XU No
9 Conditional © 24 24 No
0 Conditional — 24 24 No
Yes

or Bhysmlans ViSits.

EE I By

fﬁ E) rc] useg cm%surance and

0
e

g §8 nsurance mammumsaé
a

ercent 0|ns relcs
g% a se amount orhospnalroom 3nd

0
1oy

a%l services lor each day m

Yes
No

NO

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yea
Yes

No
No
No
NO
No
Yes
Yes
Yes
No
No

No

No

Yes
Yes
Yes
Yes
Yes
Yes

No

No
No
NO
Yes
No
No
No
No
Yes
Yes
Yes
No
Yes
No
No
Yes
Yes

No
No
No
No
No
No
Yes
No
No
No

No

No

Yes
Yes
Yes
Yes
Yes
Yes

No

a
ac K

ac K
ac.dh E

ad -

a —

- M
ach M

a _
ag -

a —_—
a.c.d -
ade —

a —

C J—

— GH
a _
cd C

C C

C B.L

1 BH
— BHK
c BH
— 8,GH
1 B.GH
c F

al B.G.IN
1 BH

1 CH

i B.GH
d

300-522-4075
600-553-3164
800-553-3164
305-596-7600
800-752-6663
800-868-2500
913-232-1622
502-423-2011
212-578-2211
312-771-7000
205-832-1650
800-624-5150
913-722-1110
817-297-4123
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INSURANCE

Last month, in the first part of this series, we looked at
the problens millions of Americans have in abtaining
and keeping health insurance. W\& evaluated 71 indivic-
ual healthrinsurance policies sold by 40 commercial car-
riers and Blue Cross and Blue Shield organizations, and
discussed other alternatives for people who lose their

This month, we go beyond the short-term remedies
to examire the various solutions to the health-insurance
crisis that have been proposed by insurance conanies,
physician organizations, and the business community.
W\ aljOvisit Canada to look at how that nation Ogays
its health care. The Canadian exarmple is consicered by

group insurance.

KAON

he American health-care
em is the costliest in
the world The US
spends 171 percent more
on health care per person than
Great Britain; 124 percent nore
\Aﬁg ; 88 pegrc%m 3g\ore than
many, rcent

more than Canada. >
Ower the last five years, the cost
of health care in the US has risen
42 percert, faster than the cost of
food, housing, or transportation. In
1990, the nation's medical bill will
total some $666-hillion. or about
$2564 for every men, worman, and
child. Health-care spending now
consumes 11'4 percent of Gross
Netional Product by the end of the
decadk, it could account for as much

as 15 percent
Not dl of those dollars pay for
medical treatment The cost of
administration, claims hanaling, and
insu bureaucracy eats
up at least $5-hillion. almost 10 per-
608

some as a nodel for the US

cent of the total. “V\& weste more of
our .nediical dollars on bureaucracy
and i tper pushing than any other
country,” says Or. Devid Himel-
stein, national coordinator of Physi-
cians for a Netional Health Pro-
graé&p‘t the vast ed int
ite sums poured into
Ih?glth care, thebt1h$ ncTa_nks WM;;I
i , behind japan, Iy,
France, and the Scandinavian coun-
tries. It ranks 21st in the number of
deaths of children under age 5:22d
in infant mortality; and 24th in the
percentage of babies born with an
adequate  birthweight  (Bulggria,
Kong, and the Soviet Lhion
al do better on that last measure).
Among  industrialized  netiors,
only Lite US and South Africa fail
to provide access to health care for
dl their citizers.

Ajoint voritvr®

The US health<are system is
built on a lucrative partnership of

CONSUMER REPORTS

INSURANCE FOR ALL?

fee-for-service mediicine and private
insurance. For years, doctors and
hospitals had carte blanche to set
their own fees and pass the cost of
their services along to private insur-
ance carriers or to their patients.
Insurance conpanies (and patients)
rarely questioned the amount of
those hills. "No one ever paid us to
go fight with doctors.” says one
INsurance execttive.

If fees rose higher than the premi-
ums the insurance conyanies
needed to pay claims and tumn a
profit, the insurers simply raised the
price of coverage. Policyholders
could either pay the higher premi-
urs or go uninsured.

The cost of medical care has now
forced insurance premiuns so high
that millions of people nrr going
Eninsurec_:l._ “The \{\Aar”nlcj)le system

eeps pricing more and nore
ple pswpir o?g it" admits I—h/p\gr%
Bolnick. president of Celtic Life, a
seller of health insurance ““Tre mar-
SEPTEMBER 1990



ket is working efficiently, but it
less than uptimum from society’s
point of vien"

Decodes of debate

As more people are squeezed out
of the American health-care system,
and as besic public-health statistics
underline the system's ative
inadequecies, a decaces-old debate
over publicheaith policy has been
rekindled. The debate has been sim-
mering for some 80 years.

In the years before \World Wér |,
in the 19305, in 1949, in 19% and
again in the 1970s, the US seemed
on the verge of establishing univer-
sal health insurance. A 1939issue of
consumer reports noted: There is
now no doubt of the growing wave
of popular sentiment in favor of an
efficient public health program It
has become oovious that the people
of the country intend to see toiit t
the whole population shall berefit
from the discoveries of modemn
mediical science. The only question
before the country now Is ‘how
soon?”

Adecadk later, in 1949, we report-
ed: "As the new ress meets,
prospects for national health insur-
ance have never looked better.
Tnere are a number of reasons why
199 may see a Federal insurance
law at last. The Anmerican
public has overwhelmingly demon-
strated its approval of | Ith_ |Ins_ur-
ance in sunveys, in legislative
gggransnag?/ CONSUNer, cﬁc;pdqrd

r groups, in government policy
reports, and in endorsements by

mcal leaders. Soargg (aFriCES
mede the cost of medical care
even more difficult for most families
to afford.”

Sixteen years later, a national
health-insurance  program ~ till
hadn't come to pass, despite the
cLorrmttﬁgh Ieaderlshlg)g%‘ greﬂdent

yndon Johnson. In ter
erful  lobbying against mm
health insurance by organized medi-
cine, Congress voted to authorize it
only for the elderly, in the form of
Medicare. (At the same time, it
established Nbdmfé?’ hae naN)gov-
ernment program for the poor.

Even then, the IVedicare Act wes
tailored to the economic demands
of the American Medical Associa
tion and Blue Cross and Blue
Shield, the primary insurance ear-
ner of tire day. Fee-for-service medi-
| cine and die Blue Cross method of
J reimbursing health-care providers

became and parcel of Medi-
i care. They laid the foundation for

CONSUMER REPORTS

today’s towering health-care costs.
(Blue Cross and Blue Shield also
got the job of paying Medicare
clains for the Government) .
Aggininthe 19705, there Wes seri-
ous talk of universal health insur-
ance. But President Jimmy Carter
could not muster the ﬁplmwl back-
|r|gdggede_d thJ fuifill his campaign
pl to implement it
i a0 <l I ShOr e
sti S short
to survive and resist reformn™?

The power of the AMA

Fearful that universal health
insurance Will lower the incomes of
its 271,000 members, the American
IVedical Association has for years
denounced nadonal health insur-
ance as “socialized medicine.” More
to the point the AVAhas paid poli-
ticians handsormely to view national
health insurance in the same light

The AVA is one of the largest
contributors to political campaigns,
appearing near the top of almc-t
every list of the big money raiseri,
the big contributors, and the big
trade _assoczgt'lbo&) [I)|Itl(_?.|ed g;lﬂ;
committees conmpi t
Federal Elections Commission.

Dmrg]a 15-month period endli
in March 1990, the AMA ranl
second on the election commis-
sion's list of the top 50 PACs in
amount of receipts, second in total
spending (which includes funds for
advertising and mailings as well as
contributions), and seventh in the
amount of cash on hand, with some
Sillion in reserve to bankroll
future campaigrs. _

_In the 1983 Congressional elec-
tions, the AMVIA spent $6.3-million,
including $2.3-million in direct con-
tributions to House and Senate can-
didates. Fom January 1989
through March of this year, it has
given money to 348 members of
Congress, including eight of the 12
ressional members of the Pep-
per ssion, a bipartisan group
conmposed of members of Congress
and industry representatives that
\é\es&stablga?‘dhed to study fdlealdgrng%rse
nancing and recommen :
The Commission wes chaired
Sen. John D Rockefeller rv, D

To replenish its coffers, the AVA
embarked on a special effort last
Kg to discredit the Canadian

th-care system, often viewed as
a model for reform in the US In
what it called its “Strengthening the
US health-care system'" canrpaign,
the AMA wrote to member physi-
cians: "W need your help to con-
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tinue reaching millions of Ameri-
cars. e must tell them the facts
about the dangers in a Canedian-
type health-care system—before it’s
too late. Help us continue publish-
ing our messages in leading mega-
zinesand newspapers " h
doctors sent checks that the AVIA
was able to buy ads disparaging the
Canadian system in mgjor

zines. (For one e><a6]rg)le, See
illustration on page 610)

The AVIAS national political pro-
gram is reinforced by the efforts of
state medical associations. From
early 1989to the end of March, state

ical associations in 10 states
spent some $4.14million on behalf of
political candlidates.
(nsuraikQ dout

The insurance industry’s stake in
the battle is the $175-allion it col-
lects each year in health-insurance

emius. Ina lerer sent to mem-

conpanies lest summer, Cad
Schramm, president of the Health
Insurance Association of Arerica
, warned that “a move in the
United States to a Canadian
approach to health-care financing is
antithetical  to our  interests.”
Schramm subsequently told QUL
‘WEd be out of business. It's a life
and-Ueath struggle.”

The insurance industry also show-
els money at politicians. Aerican
Family Corp., the fifth-largest seller
of health insurance, particularly
dread-disease and cancer policies,
ranks eighth on the election com

HIGH COSTS, POOR RESULTS.,

it

poorest cf the group. (Grota.Domeaffc
monetary vflod; at markot price*, of all j

Doctors on the
picket line

Just as organized
medicine In the
U.S. has opposed
universal medical
Insurance, many
Canadian physi-
cians were none
too fond of the
notion. When
Saskatchewan
became the first
province to adopt
universal medical
coverage, doctora
there went on
strike. When
Quebec followed
suit In 1970, Its
doctors also
staged a short
strike.

| f

Ices created Vo country In a given year. Inf$ht
Is @ commonly used measure of the over”l
nation, reflecting how well medical services are

throughout Its population.) i f
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mission's list of the top 50 corporate
campaign contributors, ahead of
such glant corporations as Boelrc];,
Citicorp, and Ford Motor Co. It
donated some $250000 from the
beginning of 1989through March of
this year. Three other large sellers
of health insurance—The Travelers,
Metropolitan, and Prudential, all of
which collect well over $l-illior in
healthinsurance  premiuns  each
year—are also among the top 50
corporate contributors.
the insurers dont limit therm-
selves to ign contributions.
Their forte is *educational” lobby-
ing. “V\& produce lots of researc
bulletins that are classy little num-
bers," HAA president Schranm
told AU When the Pepper Commis-
sion issued its report last March, its
recommendations for reformi
sale? practlcelfﬂ in the Igmll
r market were stri

girnn*i?lgry?o those of the HAA 'P%g
Pepper Commission besically ceded
the smell-group issues 0 s
Schramm says. They [the commis-
sion’ recommendations) are our
proposals.
Changes In the wind

But public dissatisfaction with the
current system has once again
brought health insurance onto the

e \dibe

n ﬂeof@ii\eTomrtae%%p\e

media portragls drunasd

IBr-

ae progrars NnCanecaad elsmrae,_

tre Averican Ml Assoosation laud=d

areiod alatisiy canpaigh N 198.

Thisad ran nNenseek.

retional Poll after poll
shows that the American people are
unhappy with the way their health

care is financed. A anJDII con-
ducted by Louis Harris and Dr. Rob-
S et o 0
partrent th Poli
ment at the I—larvard%ldml
of Public Health, found that 61 per-
cent of Americans would prefer a
em of national health insurance
like the ore in Canad, in which
‘the government pays most of the
cost of care for everyone out of tax-
es, and the government sets all fees
charged by doctors and hospitals.”
This year, a Los Angeles Times pall
asking a similar question found that
66 percent of Americans would pre-
fer a health-insurance system simi-
lar to Canada's. “Pecple are far
ahead of the political leadership on
this issue," says Susan Sherry, an
official hgél Fﬁa_m ies UBA a senior ait-
izens health-advocacy group.

The business community has also
become vocal on the isste. Some
corporate leaders are calling for
changes that they would have con-
sidered unthinkable a few
ao, TVe need fundamental r
Whether we have the courage to
move forwerd remains to be seen,”
gs \1\blter I\/hl’nerch, aI lobbyist hfg

er Comp. Chrysler says t
workers® health insurance adds
$700 to the cost of every car it
builds in the US—an amount that
must come down if the company is
to remain conpetitive,

Not al doctors side with the
AVA The 638000-member Aeri-
can College of Physicians is calli
for reforms that would guarantee
Aericans access to nedical ser-
\éiqesanc_ireﬂgcethe\/\esteanji_rm};eli—

ciency in the present system
Wmnbers% st%lzlstans for a
Netional Health Program have a
similar goal. (Those groups, honev-
er, don't back their programs with
political contributions.)

Privately, even some insurance-
industry executives recognize that
universal health insurance is proba-
bly inevitable, and they have been
preparing for their eventual role in
It “Some companies are saying, 'If
We can survive until there's netional
health insurance, we have a shat at
administering it,"1says an official a
one Blue Cross and Blue Shield
organization.

SoMng tiM crisis

A number of remedies for the
health-insurance crisis have been

proposed by various  interest

s Some are limited; others
* . more far-reaching. Some dedl
only with controlling costs of the
health-care system Others confront
the more befsic queﬁt]icgrn of provid-
ing access to care for everyore.
Antx(}; the proposals likely to be
part of the public debate in the com-
Ing months are these:

1 Encourage people to use
fewer medical services bywriting
_rll_;]gheg dedtgﬂmngs r:_nto gg(ljlgles_.

e theo Ina this IS
that V\l’EII:Iy le p; reater
share of their bills, t use health
care more frugally. As a result the
ar_ﬂument goes, health-care costs
W dglcc;;joa;e ar%remurm WI| nsﬁ
more . and more people wi
be able to afford coverage.

Such a nation assumes thrgtecfa}
ple prescribe their oan ical
care. Most of the time they dont;
their doctors do.

Health-care providers also stimu-
late much of the demend for elective
medical care. Hospitals now adver-
tise in magazines, on television, and
on billboards—erumming up busi-
ness for their inpatient psychiatric
services, for example, when such
cases might be handled more appro-
prlaieé%/ Oon an outpatient besis. As
part of its corporate-imege promo-
tion, General Electric advertises
megnetic  resonance  imeging
machines (IVRis) on television. ‘It
doesn't hurt to people anare
of VRIS aCEs )
If people ask for VRIS instead of
ordinary Xays, hospitals will have
no choice but to shell out $L4il-
lion to $2-million for a mechire.

Higher deductibles may inceed
meke some people think twice
before seeking care inthe first place.
While discouraging - unnecessary
Services isar le g, there's
an obvious r that people will
postpone treatment. Then
more costly procedures may be nec-
essary, or It may be too late.

There is even some doubt as to
Whether ar% savln% would result
froma switct tOhI%asr dealuctibles.
“Our experience shown thet
higher deductibles have not pre-
vented our [claiml costs fromgoing
up." says Perkins, arice presi-
dent at The Travelers.

2. Do away with state-man-
dated benefits. state requires
that health-insurance policies sold
there include certain coverages.
These so-called sgitte mandates rary
among states, many require
insurers to cover newborn leaé{jes,
adopted children, prenatal care, ad

CONSUMER REPORTS SEPTEMBER 1990



rmrrg;aogr ic slcreenir‘%e They
t Ion
cnfagominuirg %%rageﬁm

they leaveajcb,

ie insurance industry contends
that some manclatfor ed benefpistil,digclzh
a COVer; Visits to o
gists, pod;il%?rists, chiropractors, and
social workers, are of questionable
value and unnecessarily raise the
price of insurance. However, the
Industry has no estimate of the
overz?![l premium savings that would
resu

In CUs view, repealing mancéted
coverage moves in the wrong direc-
tion—towerd less access to care. To
shave a few dollars off premiurs,
more wormen would lose their pre-
netal care, more newborns and chil-
dren would go without preventive
treatment, and more enployees
would have no coverage when they
left their jobs. ]

3. DsgsTlgr] stripped-down p%g
cies. insurance-conpany
Blue Cross and Blue Shield execu-
tives have suggested designing poli-
cies with limited benefits that they
can sell for about half the price of
more comprehensive coverage.
~ While such hesic policies might
improve the overall statistics on th
uninsured, they, too. would result in
less coverage for individuals. W\&
reported on some of them last
month. A “affordable” basic policy
from Blue Cross and Blue Shield of
Oklahom, for instance, covers only
21 days of hospital care, 3hat might
be enough for most sicknesses,

a catastrophic illness or injury
would leave a policyholder un-
insured and passibly on the roed to
bankruptcy. Aperson whose serious
heart attack cost almost $50,000
would have been left $10,000in debt
P/ sy e L 1 o

Icy so aml t -
Icy that ranked at the bottom of our
Ratings last moum.

4. Institute “managed care.”
Under die rubric of “menaged . tre,"
insurance companies are belatedly
paying attention towhat their dollars
are buying. care incluoes
formel programs for monitoring the
quality of treatrment and determining
whether its appropriate for the
patient’s condiition. programs
require policyholders to seek sec-
ond opinions before undergoing sur-
%ry_. 1o use hospital outpatient

lities for specified procedures, to
use certain doctors and hospitals,
and to dbtain approval from insur-
ance companies before starting a
proposed course of treatment

CONSUMER REPORTS

Venaged care attempts to put
controls on  doctors—ironically
some of the same controls doctors
have feared from a national health-
insurance program  In the process,
it is creating a brand-new profes-
sion. health-care cost management
one of the fastest gromng se%réglnts
of the health-care industry. Health-
care oost ment fims are
expected to generate some 87-hil-
lion in revenue in the next few
years—revenue that will, of course,
come frominsurance premiuns.

Whether the savings in the cost
%fe health care will be greater than
the money spent to "menage” it
remains to bepeseen.. “Nore of this
stuff has done anything to meke the
fundamental  health-care  system
cost less and [bel nore efficient,”
says Curt Fuhrmann, president of
the individial health division of
Washington National. Alnd ee\éen if
menaged care eventually reduces
the nation's health-care gill, it will
do nothing to expand access to med-
ical services for people who cur-
rently have no insurance coverage.

5. Establish risk pools.
insurance industry wants each slate
to set up a high-risk pool that would
provice policies for peaple the com:
panies dont want to insure. Such
pools are yet another way for the
Industry to shed a grogﬁ of policy-
holders who are not profitable. The
H.AA further pr that the
states pick up the tab for pools' loss-
es; that is, meke up the difference
between what the pools collect in
premiums and what they pay out in

daﬂg?i' ing, when neyed
spring, we su
the risk pools that-had been orga-
they covered only peo-
ple in total, and al the pools were
operating at a loss. Pool administra-
tors estinated that at least 413,000
people in those states needed pool
coverage but couldn't obtain it In
Illinois, for exarrple, the waiting list
wes so long that people have to wait
G Band Moatad o
. icaid coverage.
When Medicaid wes first estab-
lished in the mid-1960s, it covered
some 70 percent of those with
incomes below the powverty lire.
Today Medicaid covers just 38 per-
cent. because states and the Federal
government have raised their eligi-
bility standards.
> insurance industry and the
American Medical .Association wart
to reverse that trend by requiring
Medicaid to cover anyore whose
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income falls below
the official pover-

gzline, currentl
675 for a fami
gcfxfﬁx ‘and &&Hf?r ingle person
e asingle )
Under some proposals, people
the I rty Iare alzhg}asl\/%pe
evel could “buy Medic-
aid @Sﬁt& Under other proposals,
these people would have to tum to
the private market for their cover-
mslgs_ hard to see m%famly
income is around $13000—
or even $26,000—ean afford sore
of the policies we rated last month.
Premiums for famlies of four
ranged from about $2000 to more
then 00 ayear.
ing Medicaid is an easy
TPk, I 658 B s
ies. ing.
The burden will be borne by stgige
and local treasuries, whose Vedic-
aid budgets are alreadly stretched to
the limit o _
Puttl(r}; Medicaid cards into the
hands of more people wouldn't nec-
essarily assure them access to
health care. Many doctors refuse to
treat Vedicaid patients because
reimbursement  rates are low
Reforming Medicaid would
coverage for some, but it would also
increase the government bureau-
cracy needed to determine eligibili-
. It is at best a stopgap measure
that will do little to curb weste in the
health-care system

Reform insurance—comByany

7.

practices. One plan pr

Insurers themselves would excuse
le who were once cowered

unaer a small employer's group pol-

icy from satisfying a new waiting

period for pre-existing illnesses

WHO WRITES THE C
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peroent d the US. health-caf8 bR
rectly out of Areriaunrp«tots.> * e

Otfw ocwnmoftf

Meglicaid
]
LN

Medicare

Private ~ *
con}nbutors,
suefi u cfiurches

souit*. P«r«r>e Won*. G*?ar>j Lim How U 8
Koorjl HM.nCa'™ c'npyogn. isee

k N

strouranc*V'J

companies -Sf

Individuals .

A

Car* M m w_w Up.
gr,



H B B |

Haying for
long-term care
The Pepper Com-
mission has
recommended a
publicly funded
program to pay for
nursing-home
expenses and for
home care needed
by people of all

ages. That wou J

eliminate the need
for most nursing-
home insurance.
CU supports this
approach.

Ma{ern I%

Pavil |on ]
N5,
Tbebe-stchofefc
when their employers change carri-
ers or when t chanﬁen?obs In
those cases, le with health
problers would have inmmediate

This proposal would also
prohlg?[e insurers from excluding
coverage for gn%nmme?l& condi-
tions or t means
ofexclusrl)oral;[srlders

But msurers dtill dont want to
their pr t
establishment of a relnsurance
agency (essentially a company that
insures insurance companies) to
assume the risk ofwaiving pre-exist-
ing conditions clauses and eliminat-
ing exclusion riders.  Insurers
themselves would fund the rein-
surance program through assess-
ments. but if assessments proved to
be inadequate, the government
could be called on to meke up the
difference.

Ancther industry-sponsored pro-
ﬁosal would limit the sometimes

uge annual increases experienced
by employees who work for sl
firms—to no more than 15 peroent
above an insurance company’s
eralrlqﬁy%rééale increase for d ns

i
poBoth of those p s would
help people already ly inside the
insurance loop. But they wont help
people with health problerms who
are outside the system or who must

their oan coverage.
. Require all employers to
offer coverage. The main_propo-

nent of this oach is Senator
Edward I@'re@xl—e is sponsoring

Jl 0. tlmas Hospitals in so
Aan e ke& W%?

e

a hill that would require al employ-
ers to offer insurance to employees
who work at least 178* hours a
Hoyers wotld 4 ete to py
would also to
berbent ofthe cost of & bsic pack
age of benefits for their full-tine

enghers have proposed Vvariations

on Kennedy’s plan. These so-called
pay-or-play approaches to health-
care coverage would  require
employers to offer insurance to
their workers or pay into a special
government-operated  fud  that
would provice the cowerage. In
other words, enployers would
either “play” % owdrng coverage
or “pay" into the special fund. The
Pepper Commission recommended
such a plan.
To win su%@gt of the AVIA
Kennedy’s hill not address cost
contamment More e would be
covered, but most doctors and hos-
prtalswould gtill have a blank check.
Thatorh;lsssarlm aserrousolne m(}arﬁ
view S0 given enployers
the msura}r]\ce g{nd(LjrgtCrhy reason for
opposing this appr
ng for small  business
argue t thet oosts of %’rowdrrg
coverage are too
marginel fims. Uness srmll ﬁg
nessesd]angere%vel ;rjax relief in
ext providing coverage,
this approach could n?ve them a
| incentive to hire eploy-
ees to work fewer than 172 hours
a wek Seasonal and part-time
workers could still be left without
insurance.

Congress is likely to give pay-ar-

play proposals  serious  consid-
eration in die next few years. At

o%%“S Kbl

oourtry now adve

n IT&S;%H% e&(:/\aywu

best, thesepropoml%cane)mrd

insurance SOTe peo-
ple. Atworst, they fail to offer away
to curb health-care costs. They also
perpetuate the current system of
private insurance with al its admin-
Istrative weste. In fact, they would
aod another layer of administrative
bureaucracy in creafurf‘%r he speoal
government
whose enployers woull strII not
provide

9. Introduce universal health
insurance. This is the approach
Canada has taken to fund medical
care for its aitizens. Under th;e;?&
tem everyone is entithd to health
care, and the public prys the hills
through tax dollars rather titan
through insurance premiuns.

Providers of health care charge a
fee for their services, just as in the
US But their fee ules must
be negotiated with the 2overmnment.
which has an incentive to control
costs, since tax increases are &
politioally unpopular in Janada as in

hIn CU’s view %rel frhst ergrht ro]éf
these s fal short of t
oP mle health care for
aII Anericans. They would till
limit errplo?/ment options—forcing
some people to stay o a job thet
mey otherwise be unsatisfactory
sinply to keep their health insur-
ance. They could still (>rce a per-
son to spend as much a; SL°.ADa
year toc%erafagrrl%/unger acor|+
version policy. sck people
V‘n?md st;LIBpha;\,e to settlle fg an
inferior ilai-indent Ity pdi
just because it is better than I‘I?II:
ing. Worst of di, mary Americans
would still be denied pri per health
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care simply because they couldn't
afford to buy insurance.

Ry«MnntOmfertiodts
The few reforns that were won in
the were simply bargains
struck with Pcé%ctplors \Aﬂad mslgrzlgg
i€s. e coul
aﬁ%art]he cost of medical care or
insurance were sloughed off onto

r4

Insurance co

blic programs.  The public
S assumed IC1)hggcost of health calcrleJ for
those patients through Vedicare
and Medicaid while health-care pro
viders and insurance companies
keeg contrdl of the system and
ned for therrselves the ab|I|ty

ofit from those who could p&(

ingful reform must provi
for universal access to health care;

ies and the. TSe”Sdvernmentu,

trying tp<»ntrolhealth™ai*stst; And fo'tftd' pro"
Ngoing bead tojpe™{£th e *d M« MM N1

approval before beginn*amn”treatm™tTheyreqi

cost  containment;
mechanisms to en
sure quality of care;
elimination of admin-
istrative weste; and
osrg-b}erm care for the elderly and

The only mocel for teform that

0 meet those criteria is the
an system It is not a system

- RiM
Pengyrdlel

doctorau”;,

wticyholders h e ntfpiesiaf surgery'done in bd ottois .tobse.cjther ie lgrj
.. tal ttioh P ) %cond i page
tV, oG \Ka,{]soﬁgh% S i SWV- -
] in‘which dott6r8-y.ni A
-rfagreeto reducetfi®'fee” _ Hadli
Patlents the insur&feiw” aocf coinsurance as atfvl*bDe'and;Vrnch ore In.
nducement for.poBcjj*dm ~dactors., A""""’\I’\ phhar, tlewsleiter fromSti?
V- Since | »  dw.FepmTgo limited fe "‘xlth""eadIIr"'lydetmg sugerbHT
; pays to doctors.wico"S&IMr Jtwill s* am \) fflsT
.menf anewwaycd paymg 'd i the relative talMt\Vv; prégdures docfort.perform SC
obftheyarloa seM flew'system” _ .
Tat reducing the. mgensated A I ) lofficeT
vsuch as anestheaolog”b ahd I”‘Ib|C"S a, and increasing te? anew* _
‘fees of others, such mtycfoctoVV‘OV”system dsohiludes®o | consultatlons could brmgehj
limits on b|II|ng ahd dnTlielnumherSehices perfora"r'*** *12-
Vrj- Sofar, all R S .
Ut assui i rfhal
\\/, e othh(g 1 on &
‘Vfarea, fqs&e less
but V\eqpayfor TR f

on Natlo

vo*the |nd|r|dU|heatttfdMa|ogh
Ofhealthinsuranc”I~r
m i while the systemad i fid j
is that more evident tUhln the;
between doctors ah4 tp"ranpe ic

Thefinoorti

Pressure fromi
as Medicare does, has'spawned a new industry devoted to W’ -,
teaching doctors how to bm fix; their i'ervices and maximize
reimbursement Frms in tfye business of "doctor reimburse- -
ment and coding” sell thick books and sponsor seminars that

Tocombat these practices, insurance companies are now hir-
jng firms to "rebundle” the bills that come into their claims';!
ments. Indeed, a rival industry has sprung up to scrut”, 3
nize bills for evidence of the billing practices prom)ted by the Y,

tell physicians howto beat the system '~ I, ., ? J* & 'c°ding and reimburserent fims. - r-*rv, >Iy*'e ' <4m0f;)
'Reimbursement guaranteed. YouH improve you; reimburse--- — Forinstance, ERISCO, a subsidiary of Dun and Bradistreet, ~'d
maymﬂgetymrmeybackrmadsmmmm - offers “mrevical clairms, eel software that WD

febundle a $2500 bill for performing an omy ($1500) i

the ser\/lcezam provide—and receive a Il of the ayments ,,- With a Iagoarotony ($10 ) the Iatter being 5|mﬁlyan indsio "‘5

you're entitled to!" reads a fiyer for St Anthony Publis nP foe, : in the.abdomen. Once 8rogram as rebundl

a company that proclains it has grown into an mdustry eader the biri, the doctor will recelve only$15 0 for the aqjertbctmwz

in "five short years." ;<) &r w.jj = and nothing extra for making the incision." VA
The primers sold by these new firns tell physmtans’\now

choose certain hilling ccxles over others that would net them

iess income. There are.some 7000 codes represpiting all the - ljeing'sfkmt.ofl boob

services physicians perfonn, and doctors customarily list the-. ? mprove the health af Americani -V M,

for one such conpany, Medbooks.,"Start now to bill for a Il of

./ 0 \ﬁ
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of “sodialized medicine.” in which
doctors and hospitalswork for thego-
vermment and patients are assi
to dinics. Canadiiars are free to pick
their doctors and hospitals. The Cane-
dian health-care system costs less
than the US system and delivers
more, mostly because it spends less
on administration and
%dsabout lto2/4 oent

of every health-care dollar on ad”nrr
istering health clain, edwith
10 to 11 percent spent lay private
insurers in the us

Anowve to a universal health-care
system modeled on Canac's would
save money in other ways. Because
medical care would be available to
everyone, there would be no need
for ~ medical- coverage
under workers' compensation insur-
ance or autormobile-insurance poli-
cies, or for the liability portion of
homewvners insurance that goes to
pover injury clairs.

As we explain in the report that
begins belon, Canada has by o
means found the ideal system It is

facing the same cost pressures on
medical care as the US and Euro-
pean countries, and, like those
netions, it is examining to con-
tain them But public debate there
has long since moved anay from
reforming insurance practices and
toverd targeting the country’s
resources to inpiowve the health of
its

i)eus should take the best of
the Canadlian systei and add to it
the techniques that have shown the
most promise for corttrolling health-
care costs and curbing the overuse
of health-care services that occurs
in mggg{mﬁ Those techni ues
inc Ishing ‘practroe
lines” for physicians (which
procedures that are |ve under
various circumstances) and assess-
er%(}/vhe .er new technologies are

ive in treating disease. Bor-

rowing the best from Canada and
adding effective cost containment
would produce a uniquely Aerican
system that would serve dll citizers.

It my be that the American

model will evolve first in one of the
states. (The Canadian system wes
patterned after universal hospital
coverage introduced in the province
of Saskatchewan in the 194(s.)

Soe states are already looking

V\%to inprove access to health
care for their residents. In Califor-
nia, for mstanrcbne Itherie isa %rlahg
proposal in the legislature for t
state to pay for health care, includ-
ing long-term care, for al Cdlifor-
nransr n I\bvxd;csaiése'([jhe state

ature recel a State-

sfr%xsldlzed insurance plan for young
children of the working poor, a step
SOIe see as a mowve in the direction
of universal health insurance.

“in the next decadk, if you donit
have a national health system, the
insurance companies will continue
meledrvely deinsure. No nattar

emiuns you've

yajlln?ne\%r%mrfyouyﬁjbe rg’é
says Dr. Jane Fulton, a rofes_sorof
health policy at the iversity of
Ottawa. ""That risk should be intoler-
able to Arrericars.”

A LOOK AT THE CANADIAN ALTERNATIVE

%andthe US
Gross Nitioel
established |
_madcal .
Insurance, has spent

ear downtown Vontreal, a

%Hﬁrlt arrives at

| | ocal Gk service
res Here at the COLSC

as thle center is cala!eéj she reioerves

regular checku counseli

the right foocES to eat during

mrﬁ{[s time for her to deliver.
NOT TAKEN
%mmwﬂ% m-,%

Wes: RMPSWOﬁ*ﬁﬁllWW US. Hoatti GOt U m ajtm U

614

she will go to a local hospital. One
of the two doctors who has been car-
A‘g for her will deliver the beby.
er the baby is bom, she can
bring it back to the QLSCfor inmmr
nizations and foll care.
Asocial worker at the center will
help her adjust to the demands of
motherhood if she needs help, and
a staff nurse will visit two weeks
after the baby is born to give breast-

feeding advice and answer other
questions.
If the nurse finds that the mother

lacks the skills to care for her beby,
or detects more serious problems
such as child abuse or neglect,
more intensive counseling, either in
the mother’s home or at the OLSC,
will be scheduled. \When the mother
needs a break, she can take the
baty to the CLSC’s oenter,
where woren from the surround-
ing community drop off their chil-
dren for a few hours each week.
The woman will pay nothing for
'hhese servic;lsﬁc.jr geﬁ simply rr]esen;rlls
er orange- ow health card,
issued by the government of
bec. That card enutles her to
medical care at any of the 18
CLSGs in the province or fromany

"find housing

doctor or hospital she chooses.

The CLSCs in Quebec, as wdll as
similar community health centers in
grther gagtmesal reggeoglt an

integrati ical care
andeg%al ser\(/algoes vrcngmrn the frame-
work of Canadd's universal health-
care system

CLGs help community residents
or day care for elderly
or sick parents Sone offer srok-

ion clinics. At others, eld-
er y residents fromthe surroundrng
community can come by for a hat
lunch at noon or for flu shots. Afew
ALSCs function as mini-hospitals
where patients are admitted and
kept overnight for observation and
treatment

The A.SCis an exanple of hwv

oy is rmvrr% townard improvi
the overall health of the pop.latlm*
says Dr. Micheel Rachlis, a Toronto
physician who has studied his coun-
try’s health system

How Hi>system evolved

five years ago, just before
Canada

ing in universal
insurance rrpilgscalngser\nces the

US and Canagiian health-care S5
temms were on parallel tracks. Bath
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countries were spending about 6
percent of Gross National Product
on health care. By 1987, as health-
care costs increased throughout the
industrialized world,  Canadiians
were spending 86 percent, while
Americans were spending 112 per-
cent

But by then, the two countries
were already on very different
tracks. In 1966, Canada passed its
Mediical Care Act entitling al resi-
dents to medical care funded
through the tax system (Free hos-
pital care had been established in
1%7.) About the same time in the
US, die president of the Aerican
IVedical Association declared that
health care wes a privilege, not a
rignt—an issue dtill not fuly
resolved inthe f S today.

No private insurerue

Canada outlaned private insur-
ance for any services covered by its
universal prograns. Insurance com-
panies there can sell health policies
aa%to pay for uncovered services,
such as private roos in hospitals,
medical e:cpenses incurred in for-
eign countries, and dental care.

Canadians go to a hospital or
see adoctor, they simply show their
medical card, issued by the provin-
cial government The doctor then
bills the government and is reim-
bursed according to fee schedules
negotiated earlier. (Hospitals re-
ceive an annual budget that covers
virtually all patient costs. They are
paid one-twelfth of their budget
each month.)

Since the hilling forms used by
doctors are standardized and only
the government pays the hills, pro-
cessing costs are lovand providers
receive payment in about 30 days.
Patients don't have to cope with die
deductibles, coinsurance, coinsur-
ance meximurs, or out-ofpocket
expenses that are glt of virtually
every Aefican th-insurance
policy. Nor do they have to fill out
complicated forms. There are no
user fees, and doctors cannot “bal-
ance bill—that is. charge more
than the negotiated fee. (Inthe US,
doctors can hill patients for more
than the insurance company's alloan
able charge.)

Canada’s program covers most
medical services. Honever, eye-
glasses. prescription drugs for peo-
ple under 5. out-of-hospital dental
care for adults, and cosmetic sur-
gery are wsually not covered in
most  provinces.  Some fgcmnual
governments also pay for a few

|§[RW§8'§ng§f'4afc'}

vwmeWsfre'c"iAn”

MCanadlan”mSiaiYoTol

. Roma” visfts &'r"tyieiT&ab"

nonphysician  services, such as
physiotherapy, podiatry, and chiro-
practic treatrments.

F»-for-*«nrke doctors
Although Canada replaced private
insurance policies with a public-
insurance system it retained tee-for-
service medicire; that is, most
doctors receive fees for the services
they perform, rather than a salary.

Today icians’ incomes are
among tﬁm hest in Canada—four
to five times higher than the aver-
age industrial wege. (Inthe US, the
average physician in private practice
earns five to six times the average
industrial wage.)' o

Each year, medical associations
and the provincial governments
negotiate an overall increase in the
fee scheaule. The associations then
allocate the increases among vari-
ous specialties and services.

The negotiated fees, honewer,
tend to be loner than in the US
(Where V\?%ctors als;J Icare for
petients can't pay). In Quebec,
for instance, medig?/ groups have
negotiated a fee of $21/ for doctors
who perform cesarean  sections
(they receive $87 more if there are
coplications and $109 more if the
delivery is at night or on the week-
en??(.)'l‘hey receive a le for
performing  an ony.
éHere and elsewhere In this report,

| Canadian figures are given in
us I;}doulllsars_.) Ir]!eghefoﬁél_t aver-

.Cian ivering a
%ggy by cesarean is $1222, andn%m
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surgeon's fee Qr performing an
aqoendectogp/ averages $346.
_The cost of malpractice insurance
inthe US is higher than in Canada,
and US doctors maintain they must
practice defersive medicine to avoid
melpractice suits. Nevertheless, the
money spent on malpractice premi-
uns_still accounts for only a tiny
fraction of the differences in cost
between die two health-care sys-
tes, according to Dr. Devid
Hinmelstein of Physicians for a
Nitional Health Program
Compared with the US, Canada
spends much less on health care,
but its system is still the second
most expensive in the world, a sta-
tistic some trace to an oversupply of
doctors, who hill for too many ser-
Vices and to overutilization of medi-
cal services by petients. The
government gives Canadian doctors
considerable  autonomy in  their
practice of medicine. A thtlayoohha_tve
no insurance companies
over their shoulders as do doctorrg
in the US

Hospital budgets

itals also iate their bud-
et:tifsuplm the prox?r%%l ministries of
th. Budgets are based on a
beseline amount that the hospital
spent in 1930, Each year, the minis-
tries grant increases for inflation,
for new prograns, and for increased

actvity In the hospital's services.
Because the ministries have
tended tohold increases to less than
the actual rate of inflation, hospitals

ONHA JHEN



Chars pky Pierrette Croteau, a chtld-care worker, ai t
toddlers ana preschoolers at the facifity's d ay e ri»'n)
looks after 10 to 20 neighborhood children whose pare$
for half-day or full-day care.

have had to redistribute their funds

intemally to |I\8\\,I{\Athln th%rl btfg-
. Otana. Qvic ,

?r?:ialm, closed 8 bedl_stﬂm]% but
wes able to serve more people than
the previous year by shifting
patients to outpatient care and sur-
gical day-care centers, eliminating
overnight for preadmission
testing, and shortening the length
of stays. Canadian th-policy

lanners say that reducing the nurm-

r of days patients spend in hospi-
tals is vital it the system is to get its
costs under control.

In the US, hospitals in states
without limits on hospital rates can
sinply raise their daily charges and
Fetes e oy 6 Bl o Py
panies that pay the bills for patients
who are not on Medicare. Insurers
then pass them along to policyhold-
ers. (For Medicare patients, the
Government pays a fixed amount
based on the diagnosis.)

Hew technology
Provincial governments also con+
j trol the introduction of ive
new technology like megretic reso-
nance imeging mechines, which
take sharp pictures of intermal
organs, and lithotripters. which
crush kidney stones and gallstones
with sound waves. A hospital can
raise private funds to buy an MR
but since the money to operate it
comes trom the government hospi-
tals generally don't do that Further-

muclinic, helps
Nay the center
iem off either

more, doctors cant hill the
government for use of the equip-
ment unless it is authorized.

The introduction of new technol-
glgy hes. therefore, gone more

owly than inthe US (ritics of the
system, mostly doctors and hospi-
tals, contend that as a result some

e are being deprived of state-

ofthe-art treatment But other
Caradians, including health-policy
planrers and govemment officials
say there is a benefit in introducing
new technology more slonly. They
argue that by waiting for reasonable
evidence that new technology really
works they can meke a more
informed decision about whether to
commit scarce resources to it

In the US. when a new mechine
COMes sprgd the [giarkeﬁ its usmej't[en%
to rapidly throug t
medical community—eften before
there has been time to assess the
technology's effectiveness. Once a
haspital or a group of doctors buys
a new mechine, the incentive to use
it to recoup the investrrent exists
side by sice with the need to use it
to inprove nedical care. That inevi-
tably drives up health-care costs.

No Caredian who is acutely ill is
denied prompt medical care. If
patients need emergency care and
the local hospital has no facilities or
equipment to provice it they are
transported to the nearest hospital
that does. If Services are
available only in another province,

CONSUMER REPORTS
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or in the US, the petient
there, and his or her pr%mial%
ernment pays the entire hill.

The slowner inplementation of
technology sometimes means wait-
ing I|stsAfor sone prix;edureg,f
honever. A person aini
headaches doesn'tcoqr?rmdiratgely
receive a CAT scan and mey have
fj%éait several meeletm for ore. h%sjt if

ors sus person has a
Iif&mreatenf)re;g?tailrmnt such &s a
brain tuor, a CAT scan will be
done right angy. The sare is true
of such costly procedures as coro-

-artery bypass surgery.
%gnypaﬂmts%ever suf-
fered or been deprived of medical
care because of this system”

Dr. Philip Berger, a physician

treats AIDS patients in downtoan
'Ifgrk%rstno. ;:He%tg/e poorest an% the
sickest, everything
they need” Ben t?gt costly drug
AZT is suppled free to AIDS
petients by the Ontario government.

Who pays the Wit?

The Canedian federal govern-
ment pays part of the health bill for
each province. It pays nore of the
cost for poorer provinces and less
for wealthier ones. The provinces
themselves fund the rest of their
health-care budgets, which usally
a&c;loum fu%lr about one-third of their
total annual spending.
| e\felt b%th the feder? and m}-é.]?%

, the n’or‘% to
care is raised _rougpﬁya combina-
tion of personal income taxes; cor-
porate taxes, excise taxes on
line, tabacco, and alcohol; and
ottery &oﬁts. . )

In Alberta and British Colurrbia,
residents also pay a special insur-
ance premium earmerked for health
care. In Alberta, a family of any size
pays $662 a year, a single person
pays $276. Ontario did anay with
Insurance  premiurs  earlier this
year and replaced them with an
employer health tax In Ontario,
enployers with a payroll greater
than $347,826 (US) would pay a
rate of 1.96 percent. Enployers with
smaller payrolls pay less. tQuebec
and Manitaba levy a similar tax)
Ulike US payrdl taxes, the
enployee does not pay a matcngy
anmourt.

ACanadian with a taxable income
of $26086 (US) living in Ontario
would pay about $7184 a year ir.
Federal and provincial luxes. Cf
th3t, roughly $1340, or about 19per-
certt. goes to fund health cure

Inthe US, a person with mJG.wi
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in taxable income would pay $4776
in Federal income taxes and per-
haps another $1304 in state taxes,
bringing his or her total income tax
to about $6080. Nore of that money
would pay for his or her health care.
The person would also pay Socidl
Security taxes, of which about $378
would go to fund Medicare.

The American (or his or her
enployer) would pay for his or her
medical care through private insur-
ance; that typically costs $1500 to
&% ?]ayear. In |t|%nf, he or skrg
would have to pay out of pocket
deductibles, co?ragurance, and other
expenses not covered by the insur-
ance policy. Together, those out-of-
pocket costs can easily run between
$600 and $1000 per year.

looking ahead

There's virtually no debate in
Canada about whether there should
be a publicly funded insurance sys-
tem or whether al people should
have access to health care. There is
pl of debate, however, about
whether the dollars the country
spends on health care are spent in
the right place. :

Like other industrialized countries.
Canada is also experimenung with
ways to control costs. In Quebec, for
exanple, there are caps on doctors
incomes. When a general practitio-
ner's gross quarterly income (before
taxes and prachee expenses) reaches
the US equivalent of $37,102, the
government will p3y himor her anly
25 percent of the usual fee for the
rest of the quarter. In effect, then.

Quebec has put a darmper on the &bil-
ity of general practitioners to gross
nuch more than $148000ayear. (In
the US, the typical &I{E]'Bciltlo-
ner e%rrﬁ I %Er bEfGEBI
taxes practice  expenses.

high practice expenses, including the
cost of dealing with the fragmented
private and public insurance systerns
and the cost of malpractice insur-
ance, reduced that to a mean ret
income of about $36,000 in 1983)

In Caneda, as elsewhere, doctors
and the medical establishment have
been vocal in demending nmore
resources. The community health
centers are controwversial, for exam-
ple, because traditional  medical
Rrglctltloners see them as diverting

th-care dollars from new equip-
ment more operating roons, and
larger fees.

Most Canediars like their health-
care system, and would dispute the
American Medical Association ad in
us ines last year that charac-
terized their system (without actually
naming it) a% jiwnbrﬁl _mnamed, over-
extenced, and ill-equipped”

Dr. Fugene \ayeh, a US and Caner
dian ditizen who is a professor of
medicine a the University of
Toronto, hes practiced under both
the Camdllgn ancli US healthcare
systes. "It's a pleasure to practice
in a system where everyone hes the
same buying poner,” he says. It
allons you to foous on the patients
and their neecs. Die Canedian sys-
tem is so much better than the US,
you can't even speak of them in the
sare breath” a
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Falling through the net

90,000 Alaskans
lack means to pa
huge medical bill

By HAL BERNTON
Da."/ fJews reporter

~Emmett Walton’s lung collapsed on a
nightmarish flight from Anchorage to
Ketchikan. One minute, the 56-year-old
Anchorage security guard was relaxmgi with
his wife, Margaret, in the seat of an Alaska
Airlines jet, the next he was giaspl_ng for
precious oxygen through a collapsing lung
rapld%flllmg with fluid. The date was June
H. 19119 a day that for the Waltons marked
a turnln% point in struggles against both a
severe p gsu:al disability and a crippling
financial burden. _

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

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

At an age when many couples are busyin
Plannmg_t eir retirements, the Waltons sol
heir trail  moved |n,W|th Margaret's
mother in mountain View and filed for
protection from creditors. The bankruptcy

etition filed earlier this year lists assets of

'1,629 and debts —almost all of them
medical - of $22,944.

=\\e get phone call after phone call from
me hospitals," said Margar-"t Walton
"Naturally, they want their money. | can't
hl.ime Them for'that But we just don't have

y
S
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The Waltons are part of an increasing
number of Alaskans who run the risk of
financial ruin if they get seriously sick or
injured. They are among the unfortunates in
an Alaska health-care system that is out of
control.

For more than a decade, the costs of state
medical care have leaped ahead at rates
frequently exceeding 20 percent a year.
Today, Adasi"a hqgalthcare carries an annual
price tag df rtrpj*tonn $1.5 billion, according
to onCstaff? o )

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

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

Doctors and hospital officials say they try
not to turn away those who can’t pay. As

roof, they point to bad debt that continues
0 mount even as the economy improves.

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

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

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

Anchorage doctors' incomes have risen at
roughly the same 6 percent annual rate
noted in a national survey by the American
Medical Association, according to Ra
Schnlow, executive director of the Alaska
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A collapsed lung and no supplementary insurance put Emmett and Margaret Walton in Bankruptcy Court.
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Sonja Javier, who had no insurance from
her seasonal job, sought and eventually
found help to fix a painful infection of ner
teeth. "l. can't believe | live in a slate that
has so much money it pays you to live here
but none for my teeth,” said Javier. Others
without insurance depend on a patchwork ol
state aid and charity.



The national survey reported that the
average U.S. phgsmlan’s_net income before
taxes rose from $104,100 in 1983 to $144,700
in 1908, the last year in which statistics
were available.

‘Schalow said Anchorage doctors are
willing to tighten their belts to help keep
costs under control. -

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

But there is no consensus about how to
address the twin problems of rising numbers
of uninsured patients and skyrocketing
COsts

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

Meanwhile, insurer and and employers

3/ K =

are pressmqbproposa_ls to help limit costs. One bill
introduced by Sen. Jim Duncan, D-Juneau, would
attempt to clamp down on medical costs with a
rate-setting board roughly akin to the public
utilities commission. _ _

That bill —in its present form —is certain to be
fou%ht by the health-care |ndustr¥ officials.
= “It’s fair to say they're not real pleased with
tljis,” Duncan said.

Alaska’s health-care problems are part of a
national crisis that has trl%gered a soul-searching
debate —in Congress, the health-care industry and
academia —about the costs of medicine and who
should bear it. _

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

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

That's also over 25 percent higher than the

natiqnal average, accordlrv] to American Hospital

Association statistics. =(
Visit an Anchorage doctor for a checkup, and *
you’ll pay an average of $46.17 compared to the 1
national average of 334.70, according to Runzhelmer /
International, a Wisconsin-based consulting firm.-

Drop by an Anchorage dentist for teeth cleaning™
and you'll pay an average of $04 ro, about 31
Percent more than the national a /orage, according
o0 the Runzheimer survey. .

Last year, more than $340 million of the
health-care spending came straight out of the state
budget. That spending included $203 million for
Medicaid and other entitlement ro?rams and $78
million for child health, mental health and other
services. _ _ _

On a per capita basis, state health-care spending
topped $2,800 in 1990 and if left unchecked would
exceed $18,000 per capita by the year 2000, according
to Jeff Malek, a San Francisco-based health
consultant who has been studying Alaska health
costs for a state task force.

v Please see Page F-4, BILLS
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What forces push up the cost of Alaska
health care? )

~Hospitals and doctors point to the state’s
higher-than-average wage costs in an
extremely labor-intensive health-care
industry. Much of the labor is highly skilled
and often in short supp}lé/.

“I could go down to Kentucky and get a
dental assistant for S5 an hour,” said Ken
Wynne, an Anchorage dentist. In Alaska,
such help is hard to find and "makes
an_)éwhere from S9 to S15 an hour," Wynne
said.

Doctors also cite malpractice insurance
costs that for some specialties have more
than tripled since 1936.

An Alaska . nstetrieian, for example, may
pay S70.000 for a year’s malpractice )
Insurance, nearly 90 percent higher than in
California, according to Ron Neupauer,
underwriting manager for the Medical
Insurance Exchange of California, which
writes policies in Alaska. o

“It’s not that there are so many claims in
Alaska." Neupauer said. "But my goodness,
when ti. ~eis one it’s in the
multimiilion-dollar range, and there’s not
that many obstetricians to spread the risk
around," he said. )

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

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

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

Humana Hospital-Alaska, for example,
opened a S23.5 million wing in 1986. The
new tower increased Humana’s capacity
from 199 beds to 238, according to the
American Hospital Association.

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

Despite the low occupancy rate, Humana
reported a 1989 profit of $4.5 million on
revenues of S61 million.

Lvn Whitley, a Humana spokeswoman,
said the expansion is a long-range project
and the beds will be needed. In the
meantime, the hOS{)Ita| has cut costs b)g
staffing less than 160 of the hospital’s beds

The upward spiral of health care has left
both insurers and employers scrambling to
find ways to keep costs under control

One major push has been aimed at peoplt
wh art = .red

Insurers, doctors ha

&lt’s fair to say (health
care officials) are not real
pleased with this. 9

_ —Sen. Jim Duncan
on his attempt to start a rate-sotting board

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

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

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

But policy restrictions aren't always
painless to employees. Some businesses
make their workers pay much larger shares
of monthly premiums and much higher
deductibles And sometimes the policies
don't cever the really big bill? the employee
o T \Y f-'luC



Iive different iIdeas on costs

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

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

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

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

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

Sonja Javier is a 41-year-old Anchorage
woman who has worked in the
housekeeping division of the Anchorage
Holiday Inn. She had steadg hours during
the summer tourist season but said she was
asked to come into work only a few times in
the lean fall and winter months. )

Javier said she didn’t have enough time
on the job to qualify for health insurance
offered through her local union. _

She wanted that coverage to help finance
treatment of rotting teeth that were
infecting her body. _

"The infection’has really been spreading.
At one point last June | had blue streaks
traveling all the way up my neck," said
Javier, .

Javier has less than half or her original 32
teeth, and the survivors perch unsteadily on
the soft flesh of the sickly gums.

"Right now, it embarrasses me to even 10
go out and look for another job. When | keep
my mouth closed. I’'m OK. But when | open
my mouth, forget it. When | talk, | start
foaming at the mouth."

i The pain had been building for more than
ayear,

Javier first sought help from the
Anchora%e Neighborhood Health Center, the
only center set ulo to aid low-income people.
She said she couldn’t secure an appointment
from the dental clinic, which later shut
down due lack of funds.

Then she sought help from several
dentists but says she was refused treatment
because she had no money to pay for the
costly job of pulling her teeth, treating the
gums and fitting dentures.

"l wasn't asking for something ,
unreasonable. | said. ‘Give me a payment
plan.’" Javier said "If that's crazy. I'm
sorry But lcan't believe | live in a state
that has so much money it pays you to live
here but none for m¥ teeth ™

The infection kept getting worse, and
=>pegging antibiotics from

Javier rc> rted

Emergency Room and several telephone
calls to the Southcentral Dental Society,
Javier finally found Wynne, the Anchorage
dentist.

"She had three badly abscessed teeth that
were really terrible," Wynne said. "She was
in real pain.” _

Wynne pulled the three infected teeth on
Feb. 7 and has agreed to see Javier for
fqllpw-ulo treatment and worry' about the
billings later. He said most Anchorage
dentists attempt to do at least some charity
work, and many parthll_ﬂate in a rotating
weekly on-call roster. Those signed on to the
roster agree to treat emergencies, no matter
what the patient's ability to pay.

But for the first six months of this year,
no dentists have signed up for the on-cail
roster. So Wynne found himself
unexpectedly drafted to treat Javier. "It’s a
highly unusual situation. We’ll have to do
something about the roster at the next
dental society meetmgé’ Wynne said.

‘Employees aren’t the only ones feeling the
bite of cost-control efforts. _ _

Insurers and others who pay medical bills
also are targeting hospitals, doctors and
others who provide medical sendees.

The strongest thrust so far has come from
the federal government, which has
developed programs to help finance the care
of the elderly, disabled and poor. In recent
years, the government, sometimes working
with the state, has set tough new limits on
reimbursements. Due largely to these
restrictions. Providence Hospital has seen
its unreimbursed costs for contract care
skyrocket from $8.1 million in 1987 to $30
million in 1990. _ _

Providence, in turn, increases its rates to
help compensate for the loss of federal
payments, Hennigan said. o

_ Thus the hospital —despite the rising
tide of bad debt and payment shortfalls —
was able to earn a net income of $8.2 million
from revenues of $119.3 million, according to
a hospital financial statement.

But Alaska insurers don't want to get
stuck with subsidizing the government care-
They are attempting to curb their medical
costs with contract agreements in wnich
hospitals and doctors agree to limit fees to
amounts approved by the companies.

The most aggressive, has been launched
by Blue Cross of Washington and Alaska,
which this month announced a new
"participating provider" network or 9% state

octors.

The doctors won'’t char%e more than what
Blue Cross considers "customary and
reasonable.” The program is deSigned in
part to eliminate any surprises subscribers
get'when their medical costs arc- higher than
the norm.

Doctors have long fought such
price-control efforts, and so far, only 22
percent of the state's eligible doctors have
opted to join the new network. "Once they
get a hold they'll ratchet down, or try to

md Dour vi Dooan
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orthopedic surgeon who re-
fused to join the network.
"These programs have hap-
ened all the time in _the
ower 48 but we're a little
more independent up here
and resistant to being herd-
ed around." _
Doctors, as well as hospi-
tals. also are B_reparln to
fight Duncan's bill to set up
a much more wide-ranging
price-control system.

Duncan's bill would es-
tablish a nine-member board
composed of public, labor
and private sector represen-
tatives including at least one
person from the health-care
industry. The board would
set maximum rates that doc-
tors, hospltals and pharma-
cists could charge for their
services. Those charges
would vary from region to
region and could increase
only when approved by the
authority.

Doctors might not like
those rates, but the proposed
legislation would forbid
them from tr |n%_to collect
more money illing sub-
scribers for a balance due.
~ The rate schedule would
initially cover the 135.000
Alaskans insured by state,

municipal and school district
insurance plans. But Duncan
hopes many state businesses
would choose to join the
program to help keep down
employee health-insurance
COSts.

The legislation includes
several other provisions, in-
cluding one measure that
would create insurance pools
that small employers could
join to try and get better
rates.

"With this bill, Alaska
would come out of the dark
ages and to the forefront of
national cost-control ef-
forts." said Malek, the Cali-
fornia consultant who
helped draft the legislation.

But doctors and hospital
officials think the legisla-
tion unfairly singles their
operations out as the cause
of the state’s health-care cri-
Sis.

"We cannot support any
legislation that has, as its
primary method of health-
care cost controls, regulating
reimbursements to physi-
cians and hospitals,” sa:d
Harlan Knudson, executive
director of the Alaska State
Hospital & Nursing Home
Association.

"It's crazy, unless we ad-

dress the whole damn
health caref) problem,” said
chai of the state medi-
cal as., uation.

 Health-care industry offi-

cials, in a recent policy pa-
per, declare the need for a
comprehensive state health
Plan. Some technologies,
hey say, may have to be
rationed because there's just
not enough money to pay for
their routine use.

They also seek universal
health” insurance so more of
their patients could pay for
treatment.

Such a plan may be devel-
oped by a state health-care
task force, then submitted to
the legislature. But Schalow
said the doctors don't have
enough representation on
the task force, and will de-
velop their own plan.

Doctors and hospitals also
are seeklnP further reform
of state Mhability laws L
help curb the cost of mai
practice insurance.

"Liability insurance pre
miums for ‘malpractice hav-
reached levels that physi
cians can r.0 longer afford
nor can their patients afforc
through increased fees," >
policy paper stated.

Duncan said he knows hi-
Ie%lslatlon may face a tougr
fight from the health-care
industry. But he hopes fo:
allies among major state err.
plotyers hurt by the risine
cost of health-care insurance

“Our goal is not to reduce
the quality of health care, o:
ut people out of business

1ust want to make this
whole system work," Dun-
can said.
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HEALTH CARE EEFORM: Rx FOR A HEALTHY AMERICA

WASHINGTON, B.C. — The nation's Governors have made health care
reform their number one priority this year for several reasons:
® HeaItP care costs have rlsen bo dramadcallﬁ that states . —
Wh nane %ath fare for the ne%y nectgf grgwde
ferwﬁes ﬁ biic health and ot Fr pro(%ram N
eerlt gts as emp ;fers — find mcreasmB
dlfflcut to fund other critical state priorities.

® Despite the expenditure of ever-incregsing amounts of mone
access to heaP?t aare Services IS P tged and may g]e n¥e
Increasingly ||m| te

o+ The ﬁhn‘tlng of costs and responsibilities from one pa olr) ﬁ
another in “the system IS e@cetbatmg the gﬁ) lems. 0
cost and access and Is contributing to” an Inefficient system

« The current hee1|th car system. i t] structured to

encourae the delverg/ P reventive hgat care. Services,

(f overnors Increasingly understand Is critical to a
heathy and productive citiZenry.

Health care in the United States is nearing a state of crisis.
In 1983, the United States spent $357 billion, or 10.5 percent of
the gross' national product (GNP) on health care. By 1989, those
figures had climbed to more than $599 billion, or 11.5 percent of
G\? — that's $2,400 for every man, woman, and child in the
country. Left unchecked, health care costf are projected to rise

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

Yet, millions of Americans have limited or no access to the
health care services they need. Based on insurance statistics
alone, the figures are appalling. Approximately 3L million people
are uninsured annually, and 37 million are uninsured in any given
month.  Governors, who are responsible for the health and welfare
of their citizens, understand clearly that having health insurance
or Medicaid coverage, does not ensure access to services,
particularly for poor and rural citizens.
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