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Willi consenting  agreem ent betw een the G overnor and the House and Senate 
leadership. Senate Concurrent Resolution 23 was introduced on February 23, 
1989 to create a task force m ade up o f  legislators, public em ployee 
representatives, and representatives o f  the A dm inistration. Their  task was to 
review all aspects o f  health care cost containm ent and m ake recom m endations 
that wr aid reduce the supplem ental funding request.

Secondly, the task force was to dete im ine actions that w ould contend with 
health cost inflation in the long term . Testim ony  before  the Senate Finance 
C om m ittee on February 24, 1989 asserted that there was in fact m eans to help 
reduce the costs o f  the State health care plan. Possible areas o f  savings that 
were outlined included: cost containm ent provisions could be incorporated into 
the plan without changing existing benefits, review  o f  the p la n ’s financial 
status, alternate funding o f  the plan, and provider paym ent schedules. Several 
items could be im plem ented to im pact the F Y  89 budget, with the rem ainder 
to reduce health care costs in FY 90  and beyond.

On March 10, 1989. SCR 23 had passed both  houses o f  the Legislature and 
becam e Legislative Resolve 8. A ppointm ents  to the T ask  Force w ere quickly 
m ade and the Task Force began work on M arch 22, 1989. The T ask  Force 
retained A.J. G allagher & Co. to provide health  care consulting and actuarial 
services.

T he following is a report o f  the w ork  and activities o f  the Health  Care Cost 
Containm ent Task  Force. This report describes the findings, results, and 
recom m endations designed to achieve a m ore  cost efficient State o f  Alaska 
Health Care Benefit System  for em ployees, retirees and their dependents.
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S E C T I O N  I I

H E A L T H  C A R E  C O S T  C O N T A IN M E N T  T A S K  F O R C E  

G O A L S  A N D  O B J E C T IV E S

S H O R T  R A N G E

The Task Force was charged with the responsibility o f  identifying ways to 
reduce the FY 89 health care cost supplem ental funding request. The Task 
Force looked at ways to im m ediately  reduce the cost to the Stau. and, in 
return, reduce the supplem ental funding request to cover prem ium  increases. 
T he short range review focused on three specific areas:

•  Funding o f  the plan.

•  Plan Design.

•  Procedural or legislative changes that would reduce costs.

M ID -R A N G E

The Task  Force was charged w ith  determ ining appropriate cost containm ent 
m easures that could  be im plem ented, w ithout interfering with collective 
bargaining prerogatives, to reduce health  care cost to the State for FY 90 and 
beyond. T he m id-range review focused on several areas:

•  Cost containm ent m easures that would m onitor and assure 
that the m ost cost beneficial health care delivered to 
participants.
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* M ethods to revise the health plan designs to keep it in line 
with general trends and changes in the health care delivery  
systems.

• Educational and wellness program s to effect long-term 
health im provem ent strategies ar«’ identify long range cost 
containm ent goals.

LONG RANGE

'Phe Task Force sought to identify ways to control o r curb rising health care
provider charges, assure quality o f  care, and restrict actions that shift
additional costs to the State plan. The Task Force has identified m eans  to 
reduce o r slow medical inflation o f State health plans over  the long term. 
The areas that have been determ ined to require further study are:

•  Alternate financing o f the plan (partially self-funded, etc.).

•  Purchasing groups (i.e., Preferred Provider O rganization-
P.P.O.-or buying coalitions) to coordinate the health care
purchasing pow er o f  the State in o rder to assure appropriate
costs and proper benefit delivery to participants.

• Provider paym ent schedules in lieu o f the current, usual, 
custom ary and reasonable schedules (UCR).

•  Pooling or trusting o f  health care benefit plans.

• Impact o f  state o r  federal legislation that dictates cost 
shifting from other program s to State plans.
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S E C T I O N  I I I

O V E R V I E W  O F  S T A T E  H E A L T H  B E N E F IT S  P L A N S  

(A C T IV E E S  A N D  R E T I R E E S )

T he base m edical plan covers approxim ately  13,000 active em ployees, and an 
estim ated 17,500 dependents for medical, dental, vision and audio  coverage. 
Prior to D ecem ber 1, 1989, there were nine plan designs for each o f  the 
separate bargaining units all covered under one m aster  contract with the Aetna 
Insurance Com pany.

Effective D ecem ber 1, 1989, all o f  the plans have com e under one com m on 
plan design, including non-bargained and union em ployees. Cost containm ent 
measures were im plem ented on D ecem ber 1, 1989. This was accom plished  
utilizing Task  Force recom m endations, collective bargain ing  negotiations 
between the State and the A laska State E m p lo y ees’ Association (A SEA ), along 
with the "me too" clause in o ther labor contracts. A sum m ary  o f  the new 
plan is presented in Exhibit A. It should be noted that the new  plan is still 
subject to a ratification vote o f  A SE A  em ployees.

Under a separate plan design, approxim ately  10,500 retirees and an estim ated  
9 ,800 dependents are covered for m edical only. Retirees can be fom ier  
m em bers o f  the Public E m ployees’ Retirem ent System  (PERS), the T e a c h e r ’s 
Retirement System  (TRS), the Judicial Retirem ent System (JRS), or the 
Elected Public O ffice r’s Retirem ent System  (EPO RS).

Retirees have the option o f having dental, vision and audio coverage with the 
prem ium  being deducted from their retirem ent checks, if  they elect to do so 
following 60 days o f  their retirement. A description o f  coverages provided to 
retirees is outlined in Exhibit B.

The Supplem ental Benefits System  (SBS) is available to all eligible active 
em ployees o f  the State o f  A laska, w here the em ployee  can choose additional



coverage and pay premiums out o f  the Alaska Social Security Fund. SBS 
covers the deductible and the wellness or prevention care programs. Open 
enrollm ent occurs in O ctober for the plan year effective the following 
February. T here  are two SBS coverage options (Exhibit C). Currently, 8,900 
em ployees are enrolled in Option I and slightly over 400  enrolled in Option 
II.

D E S C R IP T IO N  O F  A E T N A  S E R V IC E S

Aetna Insurance Com pany provides a fully insured plan for both the active 
and the retiree plans. Although, the two plans are governed under separate 
contract, there appeared to be a financial link betw een the two plans upon 
termination o f  the Aetna contracts. "Hie link was a provision that allowed the 
cross application o f  deficits or surpluses betw een the two plans. Upon 
recom m endation o f  the Task Force, the State and Aetna agreed to keep the 
two plans com pletely separate.

Aetna Insurance Com pany services the S ta te’s plan from Seattle, W ashington, 
where the claim  processors, cost containm ent and service o f  the plan are 
handled on a day-to-day basis. There are currently 46 Seattle-based Aetna 
em ployees dedicated exclusively to the State o f  Alaska plan. They include: 
claim processors, nurses, cost containm ent specialists, custom er service 
representatives, clerical, supervisors, and account executives.

Financial and accounting services for the State o f  A laska plan are handled out 
o f  the Aetna western hom e office, located in W alnut Creek, California. The 
W alnut Creek office provides for renewals, financial projections and costing o f  
revisions as necessary for the plan.

The hom e office o f  the Aetna Insurance Com pany (based in Hartford, 
Connecticut) receives the eligibility and prem ium  paym ents. Aetna then 
allocates the funds to the appropriate accounts and verifies coverage for the 
eligible individuals.

U nder the fully insured plans, the State pays a fixed prem ium  to Aetna, where 
Aetna assum es the risk and settles claims for the participants. The plan is 
fully experience-rated, whereby future rates are based on claims paid under 
the S ta te’s plan. It should be noted that the financial accounting for the plan 
is run on a fiscal year basis coinciding with the S ta te ’s fiscal year: however, 
the rates change on February 1st o f  each year. Originally, the rate change 
and the financial accounting coincided: how ever, due to prolonged and
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proposed plan changes over the past several years, the actual rate change has
been shifted  to February 1st o f  each year. Aetna is required to p roduce rate
changes and financial accounting to the State during the m onth o f  O ctober, 
preceding the proposed renewal date in February. This  leads to some 
confusion as the claim s and accounting  data are on a slightly different basis 
than w hen the prem ium  is collected. In years w hen there is no prem ium
increase, it has less o f an effect than in years w hen  there is a substantial
increase projected. The increases lag the claims data by seven months.

Aetna has been under contract with the State o f  A laska since 1981. The 
contract was rebid in 1987 for a three year duration with the possibility  o f  
two one-year extensions. In 1987, the rebid attracted only  one respondent, 
Aetna.

C O S T  E X P E R I E N C E

Tables I and II display the m onthly  prem ium  cost over the years for each 
entity covered under the m edical plans. Please note that the financial 
accounting  period and the fiscal year o f  the State do not coincide; therefore, 
the d iscrepancy  for two rates in a single year. The aggregate o f  claims 
experience  is presented  in Table  III.

IN P A T IE N T  A N D  O U T P A T I E N T  B E N E F IT S

Total inpatient and outpatient benefits payable increased 12.95 percent from 
policy year  1987 to 1988. The detailed breakdow n o f  these increases is 
presented in Exhibit D.

Inpatient benefits payable (regular benefits payable  by  the plan, after 
deductibles and  coinsurances) increased 11.12 percent from  1987 to 1988 o f  
which hospital room  and board increased 14.57 percent. Mental and nervous 
benefits payable increased 27.34 percent during this period, which represents 
10.6 percent and 12.14 percent o f  inpatient benefits payable in 1987 and 
1988, respectively.

O utpatient benefits payable increased 14.57 percent from 1987 to 1988. 
Benefits payable  for outpatient facilities increased 72.22 percent during the 
same period, while ancillary increased 22.97 percent. (See Percent Changes 
in Benefits Payable). Mental and nervous/substance abuse increased 8.69 
percent.



TABLE I

FY84 FY85

General 
Gov’t Unit $217.65 $217.65

Non-Covercd
Employees 217.65 217.65

Local 71 186.51 230.84

IBU (begin 11/83) 184.57 184.57

MMP (begin 7 /85) N/A N/A

MEBA 234.84 234.84

CCSEA 217.65 217.65

Supervisory 230.84 230.84

Confidential 230.84 230.84

PSEA 216.12 216.12

(a) Renewal
(b) Cost Containment Implementation
(c) Renewal with Cost Containment

MONTHLY HEALTH INSURANCE PREMIUMS 
ISY COVERED ENTITY 

(ACTIVE EMPLOYEE PLAN)

FY86 FY87 FY88 FY89 2/89 a

$224.20 $242.15 $307.53 $411.16 $431.72

224.20 242.15 307.53 411.16 431.72

237.75 256.80 326.14 421.75 442.84

224.20 242.15 307.53 411.16 431.72

237.75 256.80 326.14 427.41 448.78

250.45 270.50 343.54 461.88 484.97

224.20 242.15 307.53 411.16 431.72

237.75 256.80 326.14 427.41 448.78

237.75 256.80 326.14 427.41 448.78

222.60 240.90 305.94 411.16 431.72

12/89 b 2/90 c

$384.59 $384.59

T
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TABLE II

MONTHLY HEALTH INSURANCE PREMIUMS 
RETIREES

FY84 FY85 FY86 FY87 FY88 FY89 FY90 FY90/91
7/86-10/87 11/87-6/88 7/88-1/89 2 /89-1 /90  2/90-1/91

$156.07 $191.85 $175.00 $165.00 $140.25 $211.22 $252.83 $243.98
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TABLE I I I

STATE OF ALASKA 

ACTIVE EMPLOYEE EXPERIENCE

P o l ic y  Y e a r
P o l icy P a id I n c u r r e d S u rp lu s C um u la t iv e
Y ea r P r em iu m C la im s R e t e n t i o n (D e f i c i t ) B a la n c e

7/82 - 7/83 $ 2 7 ,7 2 9 ,3 7 5 $ 2 5 ,3 1 2 ,4 5 5 $ 1 ,5 8 6 ,8 1 8 $ 8 3 0 , 1 0 2 $ 8 3 0 ,1 0 2
7/83 - 7/84 2 7 ,8 5 7 , 5 0 3 2 3 ,6 1 9 , 5 2 0 6 8 4 ,5 0 1 3 , 5 5 3 , 4 8 2 4 , 3 8 3 .5 8 4
7/84 - 7/85 3 4 ,7 6 3 , 0 0 0 3 2 ,2 2 3 ,7 1 1 7 7 0 ,8 4 9 1 ,7 6 8 ,4 4 0 6 ,1 5 2 ,0 2 4
7/85 - 7/86 3 6 ,7 5 6 , 0 0 0 3 8 ,3 7 8 ,6 8 1 8 7 1 ,4 5 7 ( 2 , 4 9 4 ,1 3 8 ) 3 , 6 5 7 ,8 8 6
7/86 - 7/87 3 9 ,4 8 4 , 1 1 0 4 4 ,1 1 3 , 8 1 2 1 ,5 2 6 ,2 1 5 ( 6 , 1 5 5 ,9 1 7 ) ( 2 ,4 9 8 ,0 3 1 )
7/87 -  7/88 4 7 ,0 0 4 , 0 4 2 4 8 ,1 7 1 , 3 9 7 2 ,2 1 0 , 8 0 4 ( 3 , 3 7 8 ,1 5 9 ) ( 5 ,8 7 6 ,1 9 0 )
7/88 -  7/89 6 7 ,5 8 0 , 5 9 9 4 9 ,5 0 2 , 1 6 4 2 , 1 8 5 , 0 3 0 1 7 ,6 0 3 ,8 6 5 * 4 ,2 7 9 ,8 3 6

RETIRED EMPLOYEE EXPERIENCE

P o l i c y  Y e a r
Po l icy Pa id In c u r r e d S u rp lu s C um u la t iv e
Y ea r P r e m i u m C la im s R e t e n t i o n ( D e f i c i t ) B a la n c e

7/82 -  7/83 $ 6 , 4 4 0 , 2 1 3 $ 8 , 1 4 6 ,2 4 6 $ 3 7 7 ,6 7 6 $ ( 2 ,0 8 3 ,7 0 9 ) $ (2 , 0 8 3 ,7 0 9 )
7/83 - 7/84 1 0 ,2 7 4 ,5 2 1 "’ , 2 7 5 ,6 4 1 2 5 8 ,9 8 9 2 ,7 3 9 ,8 9 1 6 5 6 .1 8 2
7/84 -  7/85 1 3 ,8 4 8 ,7 7 9 9 , 4 5 6 ,7 7 3 2 5 4 ,4 8 4 4 , 1 3 7 , 5 2 2 4 ,7 9 3 ,7 0 4
7/85 -  7/86 1 4 ,0 1 1 ,3 4 0 1 1 ,0 9 2 ,7 2 4 3 5 3 ,4 6 0 2 , 5 6 5 , 1 5 6 7 ,3 5 8 ,8 6 0
7/86 -  7/87 1 5 ,5 0 0 ,8 1 5 1 2 ,6 2 1 ,4 6 8 5 6 8 ,8 0 6 2 ,3 1 0 ,5 4 1 9 ,6 6 9 ,4 0 1
7/87 - 7/88 1 7 ,2 9 6 ,6 3 6 1 9 ,8 8 1 ,7 2 7 8 6 9 ,3 4 0 ( 3 ,4 5 4 ,4 3 1 ) 5 , 5 5 8 ,4 1 5
7/88 -  7/89 2 7 ,0 7 8 , 3 1 3 2 1 ,2 5 7 ,6 2 4 1 ,0 4 2 ,7 5 1 5 , 6 5 6 , 1 5 0 1 1 ,2 1 4 ,5 6 5

'Includes refund of $3,698,336.
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Hospital ancillary (which includes m ental and substance abuse disorders) 
continues to represent the largest percentage o f  inpatient and total benefits 
payable for plan years 1987 and 1988, at 42.56 percent and 43.19 percent, 
respectively.

On an outpatient basis, ancillary benefits represent 18.99 percent and 10.06 
percent o f  outpatient and total benefits payable, respectively.

Medical benefits is the m ost significant outpatient service at 20.28 percent o f 
outpatient and 10.74 percent o f  total benefits payable, respectively.

R A N G E  O F  E X P E N S E  R E P O R T

Generally, the occurrence o f  claimants within the various cost ranges are 
relatively consistent from one year to the next.

During the calendar years 1987, 1988 and 1989, the majority o f  claims 
(between 66.65 percent and 69.94 percent) fall w ithin the $10,000 to $20,000 
range.

In calendar years 1987 and 1988, the num ber in the $50,000 to $100,000 
range increased a lm ost 65 percent from  42 to 69. Based on annualized data 
for calendar year 1989, this range appears to norm alize back to approxim ately  
the 1987 level.

IN P A T IE N T  C O N F IN E M E N T S  IN E X C E S S  O F  $50,000

Benefits payable for inpatient confinem ents in excess o f  $50,000 as a total 
impatient benefits payable  increased slightly from plan year 1987 to plan year 
1988 (11.15 percent to 12.14 percent), while the actual dollar increased over 
20 percent. T he  m ost significant increase was in the Son o f  Participant 
category, where 11 participants (10 m ore than the 1987 plan year) had a 
medical condition that generated over $50,000 in benefits payable, ranging 
from $51,767 (extreme im m aturity) to $145,740 (pre-term  infant), and 
am ounting to alm ost $850,000. During plan year 1987, there was one claim 
that am ounted to just over $62,000.
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F IN D IN G S , R E S U L T S  AND R E C O M M E N D A T IO N S

O F  T H E

H E A L T H  C A R E  C O S T  C O N T A IN M E N T  T A S K  F O R C E

S E C T IO N  I V



S E C T I O N  I V

F IN D IN G S , R E S U L T S  A N D  R E C O M M E N D A T IO N S

O F  T H E

H E A L T H  C A R E  C O S T  C O N T A I N M E N T  T A S K  F O R C E

S H O R T  R A N G E  -  M A R C H  1989 T O  M AY 1989

A. F in a n c ia l  R eview s o f  P lan s .  Prem ium  Taxes - A e tn a  
w ould charge the S ta te ’s p lan for p rem ium  taxes and 
credit the plan experience once a refund was received 
from the D epartm ent o f  Revenue. This  procedure 
w ould  not norm ally effect the S ta te ’s rates, how ever, 
(plan expenses) were overstated by $1.8 m illion 
($1,147,379 for activees and $667,978 for retirees) 
due to a delay in crediting the refund.

T he Task  Force requested the D epartm ent o f  
A dm inistration  to procure a refund from A etna for 
this am ount. This refund was applied to reduce the 
supplem ental funding request. The active plan 
received a  refund o f  $1,147,374 and the retiree plan 
received a $667,978 refund.

B. L eg is la tio n . T he  Task Force recom m ended that the 
Legislature revise AS 39.30 to exem pt the paym ent o f  
p rem ium  taxes on the S ta te ’s health p lan  and 
elim inate the possibility  o f  a future expense  charge to 
the p lan expenses.

MB 264 am  was enacted on May 8, 1989 effecting 
this change.



E x te n d e d  L iab ili ty  R ese rv e . As a pail o f  A e tn a ’s 
standard operating procedure, a separate reserve is 
established for "extended liability." T he purpose of 
the extended liability reserve is for claims incurred by 
an individual on disability at the time o f  a prospective 
contract termination (A etna’s). Plans can eliminate 
the extended liability reserve. If they change from 
one carrier to another, the new carrier could accept 
the liability.

Aetna was holding $3,697,724 as o f  June, 1988 for 
this liability and agreed to release 80% o f  the m onies 
to the State, if the State accepted the liability.

The Task Force recom m ended that the D epartm ent o f  
Adm inistration assum e the liability and recover $2.4 
million to help reduce the supplem ental funding 
request.

F in an c ia l  E x p e rie n c e .  The S ta te ’s financial 
experience was reviewed to determ ine if the reserves, 
expenses (retention) and deficit/surplus were in 
accordance with the contract.

The Task  Force found that the reserves were set 
within actuarially accepted levels.

Plan expenses were running less than 7.0%  (before 
interest offsets). It was, how ever, found that previous 
years w hen the plan was in a surplus position, the 
rates could have been reduced o r a refund could have 
been generated to the State, as opposed to being held 
by Aetna.

In 1989, the active em p lo y ees’ plan had a surplus o f  
$4,279,836 (see Table  III). The im plem entation o f 
cost containm ent provisions and good experience, 
enabled the State to negotiate the current rate o f 
$384.59 to be guaranteed for an additional 12 months.
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The retiree plan has a current surplus o f  $11,241,565 
less the claim fluctuation m argin  o f  $1,464,374 for a 
net balance o f  $9,750,191. T h e  net balance could be 
used to reduce prem ium  rates.

D ra f ts  V ersu s  C h ec k s .  A laska State Law (AS 
21.89.03) requires that an insurance com pany use a 
negotiable bank check to settle a claim  or pay a 
judgm ent. This  m eans that Aetna issues checks on a 
funded account. Usually, m inim um  prem ium  or se lf­
funded plans issue drafts that are funded upon 
presen ation. This change from checks to drafts 
w ould  result in an additional ten day float on the 
m oney, resulting in a net interest credit to the State. 
There  are som e adm inistrative and banking 
arrangem ents  that need to be established to take 
advantage o f  this.

The Task Force recom m ended  revision o f  AS 
21.89.03. SB 257 and HB 265 w ere introduced for 
the State to take advantage o f  this interest credit.

S u p p le m e n ta l  B enefits  S y s tem  (P lan s  I & II). Prior
to fiscal year 1989, the Supplem ental Benefits System  
experience or (cost) was not m ain ta ined  separate from 
general health p lan  experience. Therefore , it had not 
been possible to ascertain the actual and appropriate 
prem ium  rates.

T he T ask  Force recom m ended  separate experience 
results with the financial accounting  period ending  
June  30, 1989. The plan experience has been
separated and the SBS option has been  rated m uch
closer to what the actual cost is.

A second concern o f  the Task  Force was that the 
Supplem ental Benefits System  raises the level o f  
benefits to the participants and, therefore, m ay
increase utilization. This possibility heightened the 
im portance to separate the experience and limit the 
shifting o f  costs to the base plan. Separation o f



experience would provide for the SBS and the base 
medical plan to be responsible for tneir appropriate 
share o f  costs. Effective February 1, 1990, the SBS 
plan will have a 53% increase, while there was no 
increase necessary for the regular m edical plan.

G. A u d it .  In the nine years that the State plan has been
covered by Aetna, there has never been an audit o f  
the carrier’s perform ance. T o  evaluate the 
perform ance and quality assurance factors that are
contractually agreed to. T he Task Force had 
recom m ended that the D ivision o f  Retirem ent &
Benefits should institute a com plete  audit o f  A e tn a ’s 
procedures and claims operations. The Division of
Retirem ent & Benefits contracted with Deloitte &
Touche to audit A etna’s claims operation. T he audit 
report was delivered in D ecem ber, 1989.

C O N C L U S IO N

T he initial supplem ental request for FY  89 ($21,800,000) was
subsequently reduced to $12,300,000 through finance com m ittee 
budget work. The $7 ,200,000 general fund portion o f  this latter 
figure was offset by $3,500,000 through T ask  Force identified
refunds. In effect, the FY  89 general fund requirem ent for the
health care cost increase was reduced to $3,700,000.

An additional $700,000 o f  refunds was returned to retiree pension 
funds.
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R E S U L T S  A N D  R E C O M M E N D A T I O N S

M ID -R A N G E  -  M A Y  1989 T H R O U G H  D E C E M B E R  1989

The Task Force identified over 20 items that would help reduce 
health care cost in fiscal year 1990 and beyond.

T he m ost significant areas o f  potential savings were cost 
containm ent provisions in the operation of the health care plan 
and negotiated fee arrangem ents w ith health care providers. The 
Task Force identified the following cost containm ent provisions 
that could be im plem ented by agreem ent betw een labor and 
m anagem ent without effecting negotiated benefits.

♦U tiliza tion  Review  - Provides ongoing review for 
reasonableness o f  treatment and costs;

♦ P re -a d m is s io n  C e r t if ic a tio n  - Requires pre-certification for 
all hospital adm issions, reduces inpatient hospital stays, and 
provides alternate treatment sites where more cost effective:

♦ O u tp a t ie n t  P re -c e r t i f ic a t io n  - Requires pre-certification 
for all outpatient surgeries or procedures over a p re ­
determ ined level, reduces unnecessary procedures or limits 
expensive  procedures;

♦ M a n a g e d  M e n ta l  H ea lth /E .A .P .  - Helps guide participant 
to appropriate treatment and intervention/prevention by using 
an em ployee assistance program  as a referral to treatment;

♦ E x p a n d e d  L a rg e  C a se  M a n a g e m e n t  - By know ing about 
a claim  early  on (via pre-certification), the Health Care 
Coordinator can review the claim  for possibly m ore efficient 
care setting at a lower cost to the plan.



’• 'C o n su m er A d v iso ry  Serv ice  - Provides a health resource 
to all participants regarding claims, procedures o r questions 
giving the partic ipants an ally in the "system".

♦H igh  R isk  P re g n a n c y  M a n a g e m e n t  - This program  is 
designed to low er the incidence o f low birth w eight (LBW ) 
infants bom  to fem ale em ployees and dependents. Can 
reduce or elim inate high cost o f  prem ature deliveries;

♦ M a n a g e d  S econd  S u rg ic a l  O p in io n  - O perates similarly 
to the pre-certification factor system, w hereby  listed surgical 
procedures requires a second opinion to find out w hether 
the surgery is necessary  or an alternative m ethod could be 
used at a lower cost;

* O n -S ite  C o n c u r r e n t  Review  - The On-Site Concurrent 
Review Program  is designed to assure that m edically 
necessary care is provided in an efficient manner. A 
registered nurse visits hospitalized patients daily and reviews 
the pa tien t’s hospital charts. Provides sentinel effect on 
hospitals lowering overall inpatient costs;

♦V ision P lan  P .P .O . - Provides plan m em bers  with the 
option o f  receiving care from  a preferred provider. The 
participant receives im proved benefits while the plan is 
billed at a d iscount for services;

♦R & C  P rofile  - Reasonable and C ustom ary  R & C) 
profiles represent the prevailing charge m ade by health care 
providers o f  s im ilar  expertise for a sim ilar procedure in a 
particular geographic area. These are currently  set every 
six m onths for the State. Aetna states they are paying 90% 
o f  R & C. The profiles could be revised every  12, 18 o r 
24 m onths to slow m edical inflation within the plan;

♦W ellness  P r o g ra m s  - W ellness Programs are com prised o f  
topics designed to prom ote safety and good health am ong 
em ployees, including physical fitness programs. A long 
range approach to controlling medical costs through 
prevention;
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*M ail O r d e r  D ru g  P r o g ra m  - The Mail O rder Drug 
Program offers a cost saving, convenience service for 
obtaining prescription drugs through the mail. Drugs arc 
dispensed tip to a ninety day supply instead o f  a thirty day 
supply. This program  is ideal for patients receiving 
m aintenance treatment, which account for up to 70%  o f  all 
prescription drug costs. Additional savings would be 
realized by substituting generic drugs for brand nam es 
drugs.

^ E lig ib i l i ty /E n ro llm e n t V erif ica tion  - It was recom m ended 
that all participants re-enroll in the plan to ensure that the 
eligibility o f  em ployees, retirees and their dependents and 
other insurance plan information was current. The last 
com plete enrollm ent was in 1983.

^ M a n a g e m e n t  R e p o r ts /P a r t ic ip a n t  D e m o g ra p h ie s
M anagem ent reports provide the necessary inform ation for 
the effective m anagem ent o f  the health care program . 
Effective reports help to identify trends and patterns in 
charges and utilization; pinpoint specific sources of 
experience; design plan changes and m onito r the results of 
plan changes. Current reports need revisions to accurately 
track plan experience on a timely basis.

As o f  D ecem ber 1, 1989 all recom m endations were im plem ented 
with the exception of m anaged mental health, R &  C profiles and 
w ellness program s. The total savings generated by these cost 
containm ent provisions in conjunction with negotiated benefit 
changes is approxim ately  $7,000,000 for calendar year 1990 (for 
active em ployees). These measures also helped provide the State 
with a favorable renewal from Aetna, w hereby the revised 
prem ium  rate o f  $384.59 will be guaranteed until February 1. 
1991.

A sim ilar but limited effect could be achieved for the retiree’s 
plan. The limit is the Stale constitutional treatment o f  an 
em p lo y ee ’s retirement benefits as a contractual right (from the first 
day o f  em ploym ent). The State cannot act to reduce or im pair 
that right. It is the impairment question that needs legal



definition. Accordingly, the Task  Force has requested an 
Attorney G e n e ra l’s opinion on which cost containm ent provisions 
may be im plem ented  and withstand challenge. It is expected  that 
provisions such as utilization review  and periodic  re-enrollm ents 
are acceptable , w hereas pre-certification and second surgical 
opinions require close legal scrutiny.

T he Task  Force anticipates affecting in the near  future som e cost 
containm ent provisions for the re tiree ’s plan which will reduce the 
health care cost obligations o f  the pension funds.
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L O N G  R A N G E  C O N S ID E R A T IO N  O F  T H E

H E A L T H  C A R E  C O S T  C O N T A IN M E N T  T A S K  F O R C E

W hile the Task  Force has achieved particular success in reducing 
the supplemental funding request and reducing the FY  90 cost o f  
the S ta te’s health plan, the inflationary trends o f  m edical costs in 
A laska portend future increases for the Stale. Indeed, the State 
will be paying in excess o f  $300 million in FY 90 for health  care 
paym ents o f all types. This is an increase from $75 million in 
1980, a 300 percent increase over the past 10 years. A e tn a ’s 
calculation o f  cost trend factors for the last three years has ranged 
from 14 percent to 23 percent.

It is with this view and concern that the Task Force identified 
several considerations to affect long-term strategies o f  m in im izing  
medical inflation. These strategies are for the m ost part directed 
at the health provider industry itself. They  utilize the S ta te ’s size 
in both num bers and funding to health care providers to restrain 
or control medical inflation. These considerations also attem pt to 
reduce direct cost shifting to the State from m andated benefit
changes and federal program  changes.

The following areas have been determ ined by the Task Force as 
needing further study and consideration in developing
recom m endations to the State.

I. S e lf - In su red  P lan  O p tio n s

Currently, the State purchases its State health care on a fully
insured basis. The Task  Force is presently investigating the
funding alternatives, whereby the State could em ploy a variety o f  
financing options in order to reduce the cost o f  the plan and keep 
prem ium  dollars in Alaska until claims are paid. Exhibit E



illustrates the self-insured options that are available to the State at 
this time.

By utilizing alternate funding m ethods, the State could increase 
the flexibility by which it funds and pays benefits to participants. 
I low cver, it m ust be noted  that there would be some 
adm inistrative expenses incurred as some o f  the record-keeping for 
the accounts would have to be handled internally by the State 
instead o f  the carrier.

The Task  For^e expects to issue a com plete report regarding the 
advantages, disadvantages, and associated costs, with an estimate 
o f  the savings generated by alternate funding methods.

2. H ea lth  C a r e  P u rc h a s in g  G ro u p s

T he  T ask  Force has determ ined that by utilizing buying groups, 
the State could  effect substantial savings to its health care plans.

Currently , the State o f  A laska is paying full retail price for 
medical and dental services. Just as the State does with other 
goods and services purchased  in quantity, the State could 
negotiate with providers for a discounted rate.

T he State can take advantage o f  current negotiated discounts by 
utilizing the P.P.O. arrangem ent through Aetna. There are several 
ways that the State can negotiate a discount. They include: 
contracting with a third party organization to negotiate on the 
S ta te ’s behalf; o r  have the State o f  A laska negotiate its own 
contracts, possibly in conjunction with the P.P.O. arrangem ent and 
contracting with a third party organization. These arrangem ents 
should include all forms o f health care purchasing within Alaska, 
not ju s t  the em ployee benefit p lan (e.g. M edicaid and M edicare).

If the State negotiates its ow n contracts, this generally offers the 
most flexibility. T he State would establish the agreem ent and the 
relationship regardless o f  the claims paying operations. This 
could also be part o f  the pooling authorities scope.

Ksli m a te d  S av ings. Generally , negotiated discounts, have 
generated  gross  savings (before expenses) o f  5 percent to 20



percent, depending  on the service, locality and com petition in the 
given area. Such arrangem ents could  generate savings on the 
em ployee benefit plan alone o f  1.7 m illion to 7.5 m illion dollars 
per year. T he Task  Force believes that negotiated discounts is an 
im portant consideration for containing the cost o f  m edical care. 
The Task  Force will continue to review the alternatives to 
determ ine feasibility o f  this im portant buying power. Necessarily, 
the feasibility will depend to an important degree on unique 
aspects o f  A lask a ’s health provider market, w herein m any 
com m unities are served by one or few providers.

The T ask  Force recognizes that it is im perative that quality  care 
is delivered to the participant on a cost efficient basis through the 
plan with negotiated discounts.

3. P ro v id e r  P a y m e n t  S ch ed u les

T he Task Force has identified provider paym ent schedules as a 
proven m ethod effective in controlling health care costs and 
constraining long-term  m edical cost inflation. This strategy has 
been em ployed  by the federal governm ent through the D iagnostic 
Related G roup System  (D RG ) and the Resource Based Relative 
Value System  (RBR V S) w hich will be im plem ented in 1992.

In a further step to control costs, a paym ent schedule could also 
be em ployed by the State. This w ould be either a modified 
DRG, a RB RV S or a schedule specifically tailored to the State of 
A laska’s health care marketplace.

Essentially, under the DRG a schedule is predeterm ined for each 
procedure based on the diagnosis o f  the patient. U nder RBRVS 
schedule, type o f care, necessity o f  care, geographic area, and 
training o f  the physician are all taken into account. A system  of 
this nature takes considerable lead time to im plem ent. These 
paym ent schedules can only be effective, if:

•  The schedule is set on a realistic basis;
• M odifiers are used to control cost shifting; and
• If utilization review is in place;
• Q uality  o f  care is assured; and
• Cost savings objectives are met.



Unless the paym ent system is carefully designed, cost shifting is 
likely to occur which would m inim ize overall savings.

The Task Force continues to review and consider alternatives in 
the way providers are paid (other than the customary, usual and 
reasonable basis). The Task Force will determ ine the savings 
generated by utilizing a provider paym ent system, and will make 
specific recom m endations as to the type o f  system  most 
appropriate and its overall operations and implementation.

4. F oo ling  C o n c e p ts

The Task Force is reviewing a cost containm ent strategy 
em ployed by m any states called pooling. The purpose o f pooling 
is to provide com prehensive group health insurance to a larger 
base o f  enro llm ent so that: the risk is spread out; health coverage 
is provided on the m ost econom ical basis; provides the m axim um  
opportunity  for cost containm ent when purchasing group health 
insurance through favorable paym ent schedules o f  providers and 
vendors; entity(ies) can em ploy a m echanism  that provides 
benefits o r  coverages that m ay not be available or are loo costly.

Generally , legislation is required to create an entity that provides 
the coverages needed and oversees the operation o f  those
coverages effectively and in a cost efficient manner. Senate Bill
254, authored by Senator Duncan, has been introduced into 
legislation. This bill would create the A laska State Group Health 
Insurance Authority which would enable the State o f A laska to 
offer pooled group health coverage to eligible state, municipal and 
school district employees.

Som e o f  the advantages of pooling are:

•  Econom y o f  scale. Eliminate duplicate or multiple 
plan costs.

• Provides for plan flexibility, plan rating and risk 
sharing. Each sub-group could conceivably have a
slightly different plan design and could be 
individually rated based on their experience.



H ow ever, the risk o f large claims occurring could be 
shared within the pool to e lim inate wide swings in 
experience.

•  Data collection - Allows a sim plified system  for
tracking claims, abnorm alities o r  im pacts  on  health
care expenditures, instead o f  obtain ing  information
from many different sources.

•  Projection o f  future cost and trends. The data base 
would be valuable in projecting future costs and 
trends, so that the State could be proactive rather than 
reactive in the m anagem ent o f  its health plans.

Pooling enables the State to com bine m any  advantages including 
self-funding, utilizing the S ta te’s purchasing pow er to help 
negotiate and control health  care cost, and provide benefits on a 
cost efficient and m anageable basis.

T he  Task Force is currently review ing o ther states that have
enac ted  these program s in o rder to determ ine the advantages and 
disadvantages and complexities involved in setting up a pool for
the State. It is anticipated that the savings w ould be generated  in
several areas:

•  S im plification o f adm inistration could save 1% to 3%.

•  Provider Paym ents Schedules and P.P.O. Agreem ents, 
5 %  to 20%.

•  Recognize trends and adjust quickly, 5 %  to 7%.

•  In general, econom ies in a scale o f  1% to 3%.

'Fhe greatest savings generated would be from the State becom ing 
a cohesive buying group for health  care. By increasing the size 
o f  the group, the State is better able to negotiate with providers 
o f  the service to afford the best possible care, proper utilization, 
and the m axim um  benefit to partic ipants w ithout im pacting the 
plan negatively. It would also isolate the plan from an additional 
cost shifting from other sources, w hich have becom e a significant



—

factor in medical inflation in the State o f  Alaska.

5. T rust?

The Task  Force is also investigating the feasibility o f  using a 
trust to provide benefits to em ployees o f  the State. A trust 
generally  collects prem ium s and pays health  and welfare benefits 
to participants. It is governed by a trust docum ent and a board 
o f trustees, w hich can be a  variety o f  representation from fully 
elected to an equal m anagem ent and union representation.

The State could either create a trust, jo in  an existing trust, or 
allow the bargaining units to utilize their own trusts. It would 
operate on a sim ilar basis as an Insurance A uthority  (pool) would, 
except that they m ay not require enabling  legislation. They 
would require collective bargaining agreements. G enerally , a  trust 
provides benefits to participants only up to the contribution level 
o f  em ployers. Typically, they use cost containm ent provisions 
and preferred provider arrangem ents to control costs.

6. W ellness  a n d  E m p lo y ee  A ssis tance  (EA P) P r o g r a m s

The Task Force is continuing investigations into the value o f  
wellness program s. Nationally, these types o f  p rogram s are 
gaining m ore recognition as a successful long-term  strategy to 
reduce work force health costs through encourag ing  health 
prom oting activities and discouraging risk taking (e.g. smoking, 
excess weight, etc.). Recently, the M unicipality o f  A nchorage and 
one o f  its union groups have initiated a wellness program  that 
com bines incentives for program  participation.

T H E  I M P A C T  O F  C O S T  S H IF T IN G  T O  T H E  S T A T E ’S 
H E A L T H  P L A N  D U E  T O  F E D E R A L  O R  S T A T E  
L E G IS L A T IV E  C H A N G E S

Consistently , over the last 10 years, federal and state law changes 
have shifted expenses to the various State health  plans due to 
progrr.m cutbacks, reallocation o f  resources, or reducing benefits 
payable under certain program s. An excellent exam ple  is the 
federal M edicare system. M edicare currently pays 7 5 %  for 
physician services on the basis o f  "usual, custom ary  and
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reasonable" charges. T he  difference betw een the am ount 
M edicare pays a provider for h is  or her  services and the actual 
charge often times is passed on to the non-M edicare paying 
patients. It is in this m anner that the State health plans
experience a cost shift to the S ta te ’s plans from  the Medicare 
program .

In the w aning hours o f  tiiis last session o f  Congress, substantial 
changes to the M edicaid/M edicare system  w ere incorporated in the 
O m nibus Budget Reconciliation Act (O B R A  89). It is difficult to 
report with certainty all the ramifications. H ow ever, there are 
several features readily apparent:

•  A relative value paym ent schedule (R BR V S) is
m andated for M edicare for 1992. Studies to 
determ ine geographic area adjustm ent factors and 
volume statistics for the schedule will com m ence this 
year.

•  The State is obliged to an expanded coverage o f
pregnant w om en and for children up to six years o f  
age.

•  The State is obligated for certain nursing training
costs as well as m aking up the difference o f reduced 
M edicaid expenditures for certain program s and 
services m andated in the N ursing H om e Reform 
provisions o f O B R A  87.

T he initial estimates o f  fiscal impact to the State for the latter 
two are $7 ,000 ,000  and $1,400,000, respectively.

It is im perative that the State o f  Alaska m onitor federal legislative 
and p rogram m atic  changes that would result in a shift or increase 
in the cost o f  providing benefits under the State programs. The 
Task Force recom m ends that a m onitoring function be established 
to m easure and predict the cost o f  such changes (particularly, the 
R B R V S im plem entation) and their effects on the State.



C o n c lu s io n

The Task  Force recom m ends that the Legislature ex tend its 
existence to February 15, 1991. W e recognize that the successes 
obtained in reducing State em ployee and retiree health  care costs 
can only be viewed as a beginning. M uch w ork has been done 
to understand the longer term im plications and prospects  for 
controlling medical cost inflation. There is m uch  w ork rem aining 
before a consensus approach can be creditably advanced. The 
work needs to be com pleted. T he  only questions are w hen and 
by whom. T he  current task force has functioned as a unique and 
cooperative blend o f  public em ployee, adm inistrative and 
legislative interests that has had real sucess. Building on the 
existing know ledge base, m uch m ore can be achieved.
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EXHIBIT A

B E N E F I T  S U M M A R Y  F O R  A C T I V E  E M P L O Y E E S  

( R E V I S E D  D E C E M B E R  I ,  1 9 8 9 )

Variations in coverage were provided to the nine active employee groups and collective 

bargaining units which have been standardized as of December 1, 1989. Standardization of the 

plan effected certain groups who had orthodontia an "incentive" dental arrangement, and other 

plan variations relative to the general government group. The following is a summary of the 

basic health plan that is provided to employees of the State:

D E D U C T I B L E

S 100/S300 per family

M E D I C A L

The plan pays 90% of the first $3,950, then 100% of covered medical expenses.

L I F E T I M E  M A X I M U M  B E N E F I T  

$250,000; $5,000 Automatic Yearly Restoration 

P R E E X I S T I N G  C O N D I T I O N S

12 month limitation of $1,000 on medical conditions which existed prior to the effective date 

of coverage.

T R A V E L

The plan reimburses receipted travel/lodging/meal expenses for pre-authorized pre-operation 

testing when one way travel distance exceeds 100 miles. Reimbursement is available only for 

the days of actual testing.

A L C O I I O L / D R U G  A B U S E

The plan pays 90% of these expenses, with a limitation of $7,000 on outpatient services over a 

two year period.

M E N T A L / N E R V O U S  D I S O R D E R S

I he plan pays 90% of inpatient expenses, 50% of counseling services up to $2,500 annually.
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EXHIBIT A

(continued )

PRESCRIPTION DRUGS

II' a partic ipa ting  pharmacy is utilized, there is a $5 copay per brand name prescription, and 

no copay or generic prescriptions; i f  a non-partic ipating  pharmacy is used the plan pays 100% 

after the applicable brand name copay.

M A IL  ORDER DRUGS

$2 copay fo r each brand name prescription, no copay for generic prescriptions. The plan 

deductible and coinsurance requirements are waived. Copay amounts do not apply either 

toward the calendar year deductible or the ou t-o f-pocke t lim it.

DENTAL

$25 annual deductib le per covered ind iv idua l, w ith  a maximum o f 3 deductibles per year 

which is applied to maintenance, and structural services. The plan pays 100% o f preventative 

services (mouth X -rays once per year), 85% o f maintenance services, 50% o f structural services 

up to an annual maximum o f 51,500. Preauthorization required fo r  dental procedures or 

treatment in excess o f $500.

VISIO N

$5 copay per examination, 510 copay fo r materials (lenses, frames). The plan covers one 

examination and one set o f lenses every 12 months, one set o f qua lified  frames every other 

year. Charges fo r non-covered items in excess o f the maximum allowable lim it are paid by 

the employee.

AU DIO

The plans pays 80% o f an annual exam, 80% fo r hearing aids and services, 5800 lim it over a 

three year period, no annual deductible.
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(continued)

EXHIBIT A

CONVALESCENT FACILITY

The plan pays 100%, up to the semi-private room limit after the deductible is satisfied. 

Precertification is required, no prior hospital confinement is required. The convalescent 

facility confinement must be certified as being in lieu of acute care hospitalization. No 

maximum length/days of coverage applies.

HOME HEALTH CARE

After the deductible is satisfied, the plan pays 90% for up to 120 visits per year. 

Precertification is required, no prior hospital confinement required.

CHIROPRACTIC SERVICES

After the deductible is satisfied, the plan pays a maximum of $750 per year per person. 

COORDINATION OF BENEFITS

An accumulated calendar-year-to-date  Maintenance of Benefits coordination applies to both 

the standard "external" Coordination of Benefits situation, where primary coverage is available 

through another employer’s plan, as well as to duplicate coverage for working couples under 

the State of Alaska Plan. Children will be enrolled only under one parent’s plan according to 

the birthday rule. Spouses will enroll separately, effective January 1, 1990.

PATIENT AUDITOR PROGRAM

A program that encourages patient participation in identifying services for which the patient 

did not receive treatment. The erroneous charges identified on a single bill or admission total 

a minimum of S100. If an overcharge is verified, and any overpayment made to the provider 

are recovered, the patient will be rewarded half o f  the overcharge, up to $400 per year. Any 

payments to participants under this program are considered as taxable income.



EXHIBIT A

(con tinued )

IIKAI/MIMNE

I lealthlinc is a program comprised of precertification requirements under the following 

situations: a hospital or skilled nursing facility stay; certain elective surgeries (which may also 

require a second opinion); certain outpatient procedures and treatments; and arranging for 

home health care or private duty nursing. The penalties for failure to certify medically 

necessary treatment are as follows: failure to precertify a hospital stay, $400; failure to 

precertify required inpatient/outpatient surgery or treatment, or to obtain a second surgical 

opinion when requested, $200; failure to precertify private duty nursing, home health care, or 

a long stay in a skilled nursing facility, $400. The precertification penalty is not a covered 

expense under SBS.



EXHIBIT B

BENEFIT SUMMARY FOR RETIREES 

(CURRENT PLAN DESIGN)

DEDUCTIBLE

$100/5300 per family

CO-INSURANCE PLAN PAYS

Plan pays 80% of covered medical expenses.

LIFE-TIME MAXIMUM 

SI,000.000

PRE-EXISTING CONDITIONS

None

T R A V E L

One way transportation subject to medical necessity and pre-authorization by carrier. 

ALCOHOL/DRUG ABUSE

Plan pays 90% of these expenses with a limit of 57,000 outpatient services over a two year 

period.

MENTAL & NERVOUS DISORDERS

Plan pays SI5 per visit with certain limitations.

PRESCRIPTION DRUGS

The plan pays 100% for generic prescriptions, 80% for brand name prescriptions.
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E X H IB IT  C

SUPPLEMENTAL BENEFIT SYSTEM I & II:

SBS OPTION I

Pays an additional 10% for medical expenses covered under the group plan

Pays 100% for routine physical exams, newborn care for 72 hours after birth, and

immunizations

Pays rehabilitative care (100% inpatient for 60 days and 80% outpatient)

Pays 80% for convalescent care

Increases lifetime maximum of  the group plan to $1,000,000 

SBS OPTION II

$200  deductible; 20% copay, no stop loss

Covers physicians1 and hospital services, prescription drugs

Does not cover dental, vision, or audio services

Substance abuse paid at 80%; maximum benefit: $7,000 in a consecutive two year period 

Mental and Nervous disorders paid at 50% after deductible; $1,000 per year maximum 

Lifetime Maximum $250,000

Maximum of  $1,000 paid during the first 12 months for a pre-existing condition



£ X M ( S l T  D

STATE OF ALASKA 
CLAIM EXPERIENCE BY TYPE OF CARE 

ACTIVE EMPLOYEE GROUP 
PERCENT CHANGE IN BENEFITS PAYABLE 

PLAN YEARS 1987 TO 1988

INPATIENT

Hospital Room and Board 

Hospital Ancillary 

Surgery

Assistant Surgery/Anesthesia

Medical

Total Inpatient

+14.57% 

+12.65 

+ 7.33

- 1.31

- 0.95 

+11.12

Benefits Number of Average Charge
Payable Admissions Per Admission

Mental and Nervous 27.34 2 7.3 2 13.57 fo
Substance Abuse -1.31 -7.2 4.63

Total 17.61 1.8 9.52

OUTPATIENT

Facilities 72.22%
Ar. illary 22.97
Surgery 11.42
Assistant Surgery/Anesthesia 7.89
X-Ray Laboratory 15.69
Pharmacy 20.84
Chiropractic 6.55
Mental & Nervous/Substance Abuse 8.69
Medical 12.76
Other Outpatient 3.17
Total Outpatient 14.57

inpatient and Outpatient 12.95%



< » T A T F  O F  AT A S I C A  

CLAIM EXPERIENCE BY TYPE OF CARE 
AETNA PLAN - ACTIVE EMPLOYEE GROUP 

INPATIENT 
JULY 1987 - JUNE 1988

Submitted
Expenses

Percent of 
Inpatient 
Benefits 
Pavable

Benefits
Payable

Percent 
of Total 
Benefits 
Pavable

Hospital Room & Board (1) $ 7,150,077 34.14% $ 6,924,519 14.33%

Hospital Ancillary (1) 8,908,267 42.56 8,632,865 17.86

Surgery 2,545,441 12.09 2,452,408 5.07

Assistant Surgery/Anesthesia 893,074 4.25 862,986 1.79

Medical 1.670,981 6.96 1,412,664 2.92

Total Inpatient $21,167,750 100.00% $20,285,442 41.97%

INPATIENT UTILIZATION & COSTS 
MENTAL, NERVOUS & SUBSTANCE DISORDERS

Submitted
Expenses

Benefits
PajabU-

Percent of 
Inpatient 
Benefits 
Pavable

Percent 
of Total 
Benefits 
P2YPi2Je_

Mental &: Nervous $2,256,381 $2,149,458 10.60% 4.99%

Substance Abuse 1,141,111 1,105,049 5.45 2.56

Total S3/397,492 $3,254,507 16.05% 7.55%

Number of Admissions
Average Charge 
Per Admission

Mental & Nervous 205 11,007

Substance Abuse 125 9,129



STATE OF ALASKA 
CLAIM EXPERIENCE BY TYFE OF CARE 

AETNA PLAN - ACTIVE EMPLOYEE GROUP 
OUTPATIENT 

JULY 1987 - JUNE 1988

Submitted
Expenses

Percent of 
Outpatient 
Benefits 
Pavable

Benefits
.Payable

Percent 
of Total 
Benefits 
Pavable

Facilities $ 138,379 0.50% S 114,829 0.27%

Ancillary 4,663,209 18.99 4336,695 10.06

Surgery 2,706,760 10.90 2,488,070 5.77

Assistant Surgeiy/Anesthesia 502,031 2.15 490,155 1.14

X-Ray Laboratory 4,038,233 15.33 3300,042 8.12

Pharmacy 2,770,557 10.38 2370,S30 5.50

Chiropractic 2,562,027 9.92 2,264,807 5.25

Mental & Nervous/ 
Substance Abuse 1,918,380 4.62 1,054,022 2.44

Medical 6,100,745 20.28 4,631,079 10.74

Other Outpatient 1,765.977 6.93 1382,487 M
Total Outpatient 527,166,748 100.00% $22333,016 —

Total Inpatient 21,167.750 -20,285,442
TOTAL 548334/498 $48,118,458 52.96%
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STATE OF ALASKA 
RANGE OF EXPENSE REPORT 
FAMILY BENEFITS PAYABLE n>

IN EXCESS OF $10,000 
AETNA PLAN - ACTIVE EMPLOYEE GROUP 

JANUARY 1987 TO JUNE 1989

RANGE OF EXPENSE______________NUMBER OF FAMILIES________ _

1/89  - 6 /89  C) 1 /88  - 12/88 1/87 - 12/87

$10,000 - $20,000 321 727 719

$20,000 - $35,000 93 207 184

$35,000 - $50,000 32 59 59

$50,000 - $100,000 22 69 42

$100,000 - $150,000 6 23 21

$150,000 + 2 6 3

(1) Benefits Payable is defined as regular benefits payable by the plan after plan 
provisions, i.e., deductible and coinsurance, but before coordination of benefits.

(2) First six months of experience.
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STATE OF ALASKA 
INPATIENT CONFINEMENTS IN EXCESS OF $50,000 

AETNA PLAN • ACTIVE EMPLOYEE GROUP
JULY 1987 TO JUNE 1988

Claimant
Relation

Claimant
Age

Submitted
Expenses.

Benefits
Payable.. Diagnosis MDC

Male EE 39 $248,194 $241,442 Aneurysm of Carotid Artery 5
Male EE 47 122,647 113,303 Full-Thickness Skin Loss 22
Male EE 48 118,894 111,284 Intermediate Coronary Syndrome 5
Wife 51 111,447 100,775 Subarachnoid Hemorrhage 1
Male EE 45 102,405 96.918 Intercranial Hemorrhage 1
Daughter 19 101,048 83,035 Intracranial Injury 24
Daughter 0 93,963 92,748 Anomalies of Pulmonary Valve 5
Male EE 45 87,387 85,012 Unspecified Intracranial 

Hemorrhage
1

Wife 36 82,368 79,193 Gastrin Hemorrhage 6

Daughter 19 82,221 83,047 Intracranial Injury 24

Husband 58 78,694 78.604 Respiratory Failure 4

Husband 53 76,664 80,623 Rehabilitation Procedure 23
Male EE 57 76,636 56,191 Rehabilitation Procedure 23
Male EE 35 75.326 65,796 Fracture of Rib 4

Female EE 33 74,602 75,087 Complication of Prosthetic 
Devise

21

Daughter 18 71,211 71,134 Neurotic Depression 19
Husband 35 70,609 61,076 Fracture of Rib 4
Daughter 0 70,192 70,044 Twin, Mate Livebom 15
Female EE 39 66.937 60.656 Meningeal Hemorrhage 1
Female EE 54 65,120 65.833 Chronic Lymphoid Leukemia 17
Son 14 65,047 62.564 Adjustment Reaction 19
Wife 49 62,690 53,152 Atrioventricular Excitation 5
Daughter 0 60,966 61,153 Single Livebom 15
Daughter 10 59,250 58,334 Injury to Pancreas Multiple 7

Sites
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Daughter 0 57,260 57,360 Pre-Term Infants 15

Wife 34 56,054 50,298 Affective Psychoses 19

Male EE 51 54,987 48,171 Chronic Ischemic Heart Disease 5

Female EE 68 52,835 47,388 Aortic Aneurysm 5

Male EE S2 52,023 49,289 Primary Cardiomyopathies 10

KK = Kmployee
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& STATE OF ALASKA
TOP 20 INPATIENT FACILITIES 

1 RANKED BY SUBMITTED EXPENSES 
A JULY 1987 - JUNE 1988

;j PROVIDERS LOCATION
SUBMHTED
EXPENSE PAYABLE f-

yA Providence Hospital Anchorage $ 3,639,459 $ 3,581,886 \
•.* Bartlett Memorial Hospital Juneau 1,640,884 1,163,827 j;

^ Humana Hospital Anchorage 1,443,001 1,430,857 l

y Charter North Hospital Anchorage 1,173,099 1,156,146 |

ijf Fairbanks Memorial Hosp Fairbanks 1,156,136 1,141,414 j;

bj University Hospital Seattle 380,689 363,694 ^

>! North Star Hospital Anchorage 379,365 377,489 f;

i] Swedish Hospital Med Ctr Seattle 360,136 357,443 S

Virginia Mason Hospital Seattle 322,128 329,363 %

vj Valley Hospital Assoc Palmer 227,113 225,947 q

£ Ketchikan General Hosp Ketchikan 225,688 222,906 I

1 Children's Hosp & Med Ctr Seattle 219,524 206,157 ft

«j Devereaux Foundation Philadelphia 180,063 179,886 | ;

i Lakeside Recovery Ctr Alaska 153,922 150,216 |

Central Peninsula Gen Soldotna 146,520 144,816 f

,5 Schick Shadil Hosp Sea die 136,967 135,076 |

1 New England Deaconess Hosp Boston 91,194 90,844 , !

5 Sitka Community Hosp Sitka 84,432 81,759 |

j Camelback Hospital Phoenix 66,312 68,239 |

t Delpelchin Children's Ctr Houston

48
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STATE OF ALASKA 
TOP 20 INPATIENT FACILITIES 

RANKED BY SUBMITTED EXPENSES 
JULY 198$ - JUNE 198^9

SUBMITTED
PROVIDERS LOCATION EXPENSE PAYABLE

Providence Hospital Anchorage $ 3,922,951 $ 3,905,752

Humana Hospital Anchorage 2,046,073 2,027,433

Charter North Hospital Anchorage 1,750,962 1,738,634

Bartlett Memorial Hospital Juneau 1,591,269 1,567,946

Fairbanks Memorial Hosp Fairbanks 1,265,681 1,250,062

University Hospital Seattle 490,297 488,952

Swedish Hospital Med Ctr Seattle 403,408 402,032

North Star Hospital Anchorage 389,835 383,121

Valley Hospital Assoc Palmer 311,450 310,050

Virginia Mason Hospital Seattle 284,520 281,137

Children's Hosp & Med Ctr Seattle 274,601 274,294

Charter Medical Corp Provo 215,590 212,576

JFK Medical Ctr Edison 199,501 199,760

Ketchikan General Hosp Ketchikan 192,688 189,126

Hartwyck at Oak Tree Edison 178,336 141,470

Lakeside Recovery Ctr Alaska 172,794 168316

Central Peninsula General Soldotna 164,519 162,664

University Medical Ctr Tucson 155,431 147,581

Sitka Community Hosp Sitka 120,347 118,060

Manor West Hosp Los Angeles 101,387 100386
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STATE OF ALASKA 
TOP 20 OUTPATIENT FACILITIES 

RANKED BY SUBMITTED EXPENSES 
1987

PROVIDERS
PROVIDER

TYPE* LOCATION
SUBMITTED
EXPENSE

Providence Hospital HS Anchorage $ 1,595,624

Bartlett Memorial Hospital HS Juneau 1,183,900

Humana Hospital HS Anchorage 817,321

Fairbanks Memorial Hospital HS Fairbanks 720,431

Sitka Community Hospital HS Sitka 360,314

Valley Hospital Association HS Palmer 273,070

Ketchikan General Hospital HS Ketchikan 242,990

University Hospital HS Seattle 195,675

Central Peninsula Hospital HS Soldotna 172,127

Swedish Hospital Med Ctr HS Seattle 137,355

Virginia Mason Hospital HS Seattle 125,654

Bartlett Memorial Hospital HS Juneau 122,282

Norton Sound Regional Hosp HS Nome 104,308

Kodiak Island Hospital HS Kodiak 93,749

Petersburg General Hospital HS Petersburg 83,890

South Peninsula Hospital HS Homer 71,797

Valdez Community Hospital HS Valdez 61,298

Lakeside Recovery Center AT Bothell 60,581

Cordova Community Hosp HS Cordova 59,566

Seward General Hospital HS Seward 57,226

* HS - Hospital
* AT - Alcoholism Treatment Facility



STATE OF ALASKA 
TOP 20 OUTPATIENT FACILITIES 

RANKED BY SUBMITTED EXPENSES 
1988

PROVIDERS
PROVIDER

TYPE* LOCATION
SUBMITTED
EXPENSE

Providence Hospital HS Anchorage $1,657,284

Bartlett Memorial Hospital HS Juneau 1,450,677

Fairbanks Memorial Hospital HS Fairbanks 1,011,416

Humana Hospital HS Anchorage 966,929

Our Lady of Comp Care Ctr CF Anchorage 512,832

Sitka Community Hospital HS Sitka 435,684

Valley Hospital Association HS Palmer 356,429

Ketchikan General Hospital HS Ketchikan 253,381

University Hospital HS Seattle 243,503

Virginia Mason Hospital HS Juneau 223,973

Central Peninsula Hospital HS Soldotna 201,414

Norton Sound Regional Hosp HS Nome 186,407

Swedish Hospital Med Ctr HS Seattle 177,489

Petersburg General Hospital HS Petersburg 93,861

Alaska Treatment Ctr OT Anchorage 86,854

South Peninsula Hospital HS Homer 74,815

Valdez Community Hospital HS Valdez 59,352

Charter North Hosp HS Anchorage 56,258

Seward General Hospital HS Seward 53,574

Kodiak Island Hospital HS Kodiak 45,456

•U S  - Hospital
• CF - Convalescent Facility
• OT - Other



PROVIDERS

Bartlett Memorial Hospital 

Providence Hospital.

Fairbanks Memorial Hospital 

Humana Hospital 

Valley Hospital Association 

Sitka Community Hospital 

Ketchikan General Hospital 

Central Peninsula Hospital 

University Hospital 

Norton Sound Regional Hosp 

Virginia Mason Hospital 

Swedish Hospital Med Ctr 

Kodiak Island Hospital 

Search Mt. Edgecombe Hosp 

Petersburg General Hospital 

South Peninsula Hospital 

Seward General Hospital 

O ur Lady of Comp Care Ctr 

Valdez Community Hospital HS

Deaconess Medical Ctr HS

SUBMITTED
LOCATION EXPENSE

Juneau $ 1,060,108

Anchorage 975,393

Fairbanks 585,295

Anchorage 484,297

Palmer 206,937

Sitka 129,984

Ketchikan 115,751

Soldotna 106,197

Seattle 95,728

Nome 91,526

Seattle 74,348

Seattle 68,668

Kodiak 51,329

Sitka 50,793

Petersburg 48,814

Homer 37,694

Seward 34,003

Anchorage 31,230

Valdez 26,983

Spokane 26,259

STATE OF ALASKA 
TOP 20 OUTPATIENT FACILITIES 

RANKED BY SUBMITTED EXPENSES 
1989

PROVIDER 
TYPE*

HS

HS

HS

HS

HS

HS

HS

HS

HS

HS

HS

HS

HS

HS

HS

HS

HS

CF

HS - Hospital



EXHIBIT  c .

HEALTH BENEFIT PLAN 

FUNDING ARRANGEMENTS

Claim
Fluctuation
Margin

Incurred But 
Not Report 
Reserve

Expenses

Who Pays 
Claims

Grace Period

Fully
In sured

Paid To 
Carrier

Paid To 
Carrier

Claim Liability Carrier

Paid To 
Carrier

Carrier

31 Days

Premium 
Relay_

Paid To 
Carrier

Paid To 
Carrier

Carrier

Paid To 
Carrier

Carrier

90 Days

Retrospective
Premium

State Retains

Paid To 
Carrier

Carrier

Paid To 
Carrier

Carrier

31 Days

Minimum
Premium

State Retains

Paid To 
Carrier

State Up To 
Deposit 
Liability* '

Paid To 
Carrier

Carrier

31 Days

Minimum 
Premium 
Reserve Less

State Retains

State Retains

State Up To 
Deposit 
Liability* '

Paid To 
Carrier

Carrier

31 Days

Self-Funded  
w/Ston-Loss

State Retains

State Retains

Statc*^

State Retains 

Claims
Administrator

'N/A

Fully
Self-Funded  

State Retains

State Retains

State

State Retains 

Claims
Administrator

N /A

(1 ,2) -  Carrier assumes liability for benefit payments which exceeds policyholder’s limit. 

(3 ) - State assumes liability up to stop-loss (reinsurance) point.

53



STATE OF ALASKA

ACTIVE EMPLOYEES’ HEALTH PLAN 

UTILIZATION REPORTS

FIRST QUARTER 1990



f. 1 11

STATE O F  ALASKA 

ACTIVE E M PL O Y E E S’ H EA LTH  PLAN 

U TILIZA TIO N  R E PO R T S 

F IR ST  Q U ARTER 1990

I. In te n t of R eport

II. P eriod  R eported

III . C ost Savings In d ica to rs

IV. E stim a ted  C ost Savings

V. E ncourag ing  T ren d s

VI. N ext R eporting  P eriod



I. In te n t o f R eports

A. T ra ck  cost savings an d  o th e r changes due to p lan 

design m odifications p u t in p lace D ecem ber 1,1989:

1. H ea lth lin e

2. In p a tie n t P recertifica tio n  an d  Review

3. O u tp a tie n t P recertifica tion

4. M anaged  Second O pinion

5. O nsite  C o n cu rren t Review

6. H ealthy  B eginnings

7. P a rtic ip a tin g  P h arm acy  D rug  P lan

8. M ail Service D rug

9. O ut-of-pocket M axim um  In creased

10. C h iro p rac tic  C are  M axim um

11. D eductib le C arry-over

12. M odification  to B enefits A fter $50,000 

L ifetim e M ax im um  is R eached.

13. C o-ord ination  of Benefits M odifications

14. V ision Service P lan

15. Skilled N ursing  Facility  C are



16. D ental

deductib le added 

co insurance change 

m axim um  increased

17. T ra n sp o rta tio n

18. T h ird  P a rty  L iability  Recovery

19. D ependen t E ligibility

Identify  O th e r  A reas of P o ten tia l C ost Savings



S T A T E  O F  A L A S K A
E X H I B I T  A

SUMMARY OF BENEFIT CHANGES
H E A L T H L I N E  U T I L I Z A T I O N  M A N A G E M E N T

A  f a m i l y  o f  p r o g r a m s  d e s i g n e d  t o  p r o m o t e  c o s t - e f f e c t i v e  u t i l i z a t i o n  
o f  i n p a t i e n t  a n d  o u t p a t i e n t  m e d i c a l  s e r v i c e s  a n d  i n f o r m e d  
h e a l t h c a r e  c o n s u m e r  b e h a v i o r  t h r o u g h  d i r e c t  i n t e r a c t i o n  w i t h  

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

H O S P I T A L ,  S K I L L E D  N U R S I N G  F A C I L I T Y ,  H O M E  H E A L T H C A R E  A N D  P R I V A T E -  

D U T Y  N U R S I N G  C A R E  R E V I E W

P r o p o s e d  c o n f i n e m e n t s  o r  c a r e  a r e  r e v i e w e d  t o  a s s e s s  m e d i c a l  

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

O U T P A T I E N T  P R E C E R T I F I C A T I O N

S i x t e e n  o u t p a t i e n t  d i a g n o s t i c  t e s t s  a n d  p r o c e d u r e s  r e q u i r e  
p r e c e r t i f i c a t i o n  t h r o u g h  H e a l t h l i n e  i n  o r d e r  t o  d e t e r m i n e  m e d i c a l  

n e c e s s i t y .

M A N A G E D  S E C O N D  O P I N I O N

C e r t a i n  e l e c t i v e  p r o c e d u r e s  a n d  t r e a t m e n t s  ( s e l e c t i o n  b a s e d  o n  h i g h  
f r e q u e n c y  o f  us e ,  h i g h  c o s t  a n d  i n d i c a t i o n s  o f  s u b s t a n t i a l  
i n a p p r o p r i a t e  use) a r e  r e v i e w e d  f o r  m e d i c a l  n e c e s s i t y .

O N S I T E  C O N C U R R E N T  R E V I E W

T h e  p r o g r a m  is d e s i g n e d  t o  a s s u r e  t h a t  m e d i c a l l y  n e c e s s a r y  c a r e  is 
p r o v i d e d  i n  a n  e f f i c i e n t  m a n n e r .  A  r e g i s t e r e d  n u r s e  v i s i t s  
h o s p i t a l i z e d  p a t i e n t s  d a i l y  i n  t h e  P r o v i d e n c e  a n d  H u m a n a  H o s p i t a l s  
i n  A n c h o r a g e  a n d  r e v i e w s  t h e  p a t i e n t ' s  h o s p i t a l  c h a r t .  B a s e d  o n  
h e r  d a i l y  u p d a t e  o f  t h e  p a t i e n t ' s  c o n d i t i o n ,  t h e  n u r s e  n e g o t i a t e s  
f o r  a l t e r n a t i v e  c a r e  m o d e s  a n d  v e n u e s  w i t h  t h e  a t t e n d i n g  p h y s i c i a n  
a n d  c a n  i d e n t i f y  i n d i v i d u a l  c a s e  m a n a g e m e n t  n e c e s s i t y  a t  a n  e a r l y  

s t a t e .

H E A L T H Y  B E G I N N I N G S

H e a l t h y  B e g i n n i n g s  is a p r e n a t a l  p r o g r a m  d e s i g n  t o  r e d u c e  e m p l o y e r  
c o s t s  a s s o c i a t e d  w i t h  t h e  b i r t h  o f  p r e m a t u r e  o r  l o w  b i r t h  w e i g h t  
i n f a n t s .  C o v e r e d  e m p l o y e e s  o r  t h e i r  d e p e n d e n t s  a r e  e n c o u r a g e d  t o  
c a l l  H e a l t h y  B e g i n n i n g s  f o r  r i s k  a s s e s s m e n t  a n d  a p p r o p r i a t e  
i n t e r v e n t i o n  a c t i v i t y .



P A R T IC IP A T IN G  PHARMACY DRUG PLAN

S t a t e  of A l a s k a  f a m i l y  m e m b e r s  p a y  $ 5 . 0 0  f o r  n o n - g e n e r i c  d r u g s ;  
g e n e r i c  p r e s c r i p t i o n s  a r e  p r o v i d e d  a t  n o  c o s t  t o  e m p l o y e e s .

If p a r t i c i p a t i n g  p h a r m a c i s t s  a r e  u s e d  n o  f i l i n g  o f  c l a i m s  is 
n e c e s s a r y  a n d  A e t n a  w i l l  p a y  t h e  p h a r m a c y  d i r e c t l y .

MAIL SER VICE DRUG PROGRAM

B r a n d - n a m e  d r u g s  r e q u i r e  a $ 2 . 0 0  p a y m e n t  p e r  p r e s c r i p t i o n ;  t h e r e  
i s  n o  c o s t  f o r  g e n e r i c  d r u g s .

INCREASE I N  OUT OF POCKET L IM IT

T h e  p e r - p e r s o n  c a l e n d a r  s t o p  l o s s  l i m i t  i n c r e a s e d  f r o m  $ 1 , 9 5 0  t o  

$ 3 , 9 5 0 ;  a c c o r d i n g l y ,  t h e  i n d i v i d u a l  o u t - o f - p o c k e t  l i m i t  f o r  9 0 %  
c o i n s u r a n c e  i t e m s  w i l l  b e  $ 3 9 5  (not i n c l u d i n g  t h e  d e d u c t i b l e ) .

CHIROPRACTIC CARE L IM IT A T IO N

B e n e f i t s  f o r  c h i r o p r a c t i c  s e r v i c e s  f o r  s p i n a l  s u b l u x a t i o n  ( w h e t h e r  
r e n d e r e d  b y  a c h i r o p r a c t o r ,  p h y s i c i a n ,  o s t e o p a t h ,  e t c . )  a r e  s u b j e c t  

t o  a $ 7 5 0  c a l e n d a r  y e a r  m a x i m u m  p e r  p e r s o n .  T h e  i n t e n t  o f  t h i s  
l i m i t a t i o n  h a s  b e e n  c l a r i f i e d  s u c h  t h a t  it i s  n o w  m o r e  a c c u r a t e l y  
d e s c r i b e d  a s  a  " s p i n a l  d i s o r d e r  l i m i t a t i o n " ;  t h e  $ 7 5 0  b e n e f i t  l i m i t  
o n l y  a p p l i e s  t o  o f f i c e  v i s i t s ,  e x a m s ,  c o n s u l t a t i o n s  a n d  r e g i o n a l  
m a n i p u l a t i o n s .

DEDUCTIBLE CARRYOVER

E x p e n s e s  i n c u r r e d  i n  t h e  l a s t  t h r e e  m o n t h s  o f  a c a l e n d a r  y e a r ,  a n d  

a p p l i e d  t o w a r d  t h a t  y e a r ' s  d e d u c t i b l e  w i l l  n o  l o n g e r  a l s o  c o u n t  
t o w a r d  t h e  s u c c e e d i n g  c a l e n d a r  y e a r  d e d u c t i b l e  o b l i g a t i o n .

B E N E F IT S  AFTER $ 5 0 , 0 0 0  P A ID  CLAIMS

I n d i v i d u a l s  e x c e e d i n g  $ 5 0 , 0 0 0  i n  l i f e t i m e  p a i d  b e n e f i t s  a r e  
r e q u i r e d  t o  s a t i s f y  t h e  a n n u a l  d e d u c t i b l e ;  in a d d i t i o n ,  b e n e f i t s  
i n  e x c e s s  o f  $ 5 0 , 0 0 0  a r e  p a i d  a t  9 0 %  ( r a t h e r  t h a n  1 0 0 % )  u p  t o  t h e  
$ 3 , 9 5 0  o u t  o f  p o c k e t  l i m i t .
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COORDINATION OF BEN EFITS

T h e  S t a t e  o f  A l a s k a  pla n ,  w h e n  it is t h e  s e c o n d a r y  p l a n  u n d e r  o r d e r  
o f  p a y m e n t  r u l e s ,  w i l l  p a y  t h e  d i f f e r e n c e  b e t w e e n  w h a t  t h e  p r i m a r y  
p l a n  h a s  p a i d  a n d  t h e  r e g u l a r  b e n e f i t s  t h a t  w o u l d  b e  p a i d  u n d e r  t h e  
S t a t e  p l a n  i n  t h e  a b s e n c e  o f  a n y  c o o r d i n a t i o n  of b e n e f i t s ;  t h i s  
" m a i n t e n a n c e  o f  b e n e f i t s "  a p p r o a c h  n o  l o n g e r  a u t o m a t i c a l l y  p r o v i d e s  
1 0 0 %  C O B  b e n e f i t s .

P A R T IC IP A T IN G  V I S I O N  CARE PROGRAM (V S P )

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

E m p l o y e e s  a r e  r e s p o n s i b l e  f o r  m i n i m a l  d e d u c t i b l e  p a y m e n t s  f o r  e x a m s  
a n d  s t a n d a r d  e y e w e a r  p u r c h a s e s ;  t h e  a d d i t i o n a l  c o s t  o f  s p e c i a l  
o p t i o n s  o r  c o s m e t i c / f a s h i o n  f e a t u r e s  is p a i d  in f u l l  b y  t h e  
e m p l o y e e .

S K IL L E D  NURSING F A C IL IT Y  CARE

B e n e f i t s  f o r  S k i l l e d  N u r s i n g / E x t e n d e d  C a r e  F a c i l i t y  c o n f i n e m e n t  
e x p e n s e s  f o r  r o o m  a n d  b o a r d  a n d  o t h e r  m e d i c a l  s e r v i c e s  a n d  s u p p l i e s  

w i l l  b e  p a i d  a t  1 0 0 %  a f t e r  t h e  d e d u c t i b l e ;  t h i s  b e n e f i t  is o n l y  
a v a i l a b l e  i f  t h e  s k i l l e d  n u r s i n g  f a c i l i t y  c o n f i n e m e n t  is a 
m e d i c a l l y  n e c e s s a r y  a l t e r n a t i v e  t o  a n  a c u t e  c a r e  i n p a t i e n t  h o s p i t a l  
s t a y .

DENTAL EXPENSE COVERAGE

A  $ 2 5  a n n u a l  d e d u c t i b l e  ( w i t h  a $ 7 5  f a m i l y  l i m i t )  a p p l i e s  t o  a l l  
r e s t o r a t i v e  a n d  o t h e r  e x p e n s e s  n o t  p r e v e n t a t i v e  i n  n a t u r e ;  t h e  

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

D e n t a l  e x p e n s e s  s u c h  a s  e x t r a c t i o n s ,  p e r i o d o n t i c s ,  r o o t  c a n a l  
t r e a t m e n t ,  o r a l  s u r g e r y ,  a n d  f i l l i n g s  a r e  p a i d  a t  8 5 %  a f t e r  t h e  
d e d u c t i b l e  r a t h e r  t h a n  90%.

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

C a l e n d a r  y e a r  m a x i m u m  i n c r e a s e d  f r o m  $ 1 , 0 0 0  t o  $ 1 , 5 0 0 .

6



TRANSPORTATION B E N E F IT S

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

t e s t i n g  a n d  s u r g e r y  is a v a i l a b l e .  I n  a d d i t i o n ,  t r a v e l  b e n e f i t s  
i n c l u d e s  c o v e r a g e  f o r  t r a n s p o r t a t i o n  c o s t s  t o  t h e  e x t e n t  i n p a t i e n t  
t r e a t m e n t  in a n o t h e r  l o c a t i o n  is l e s s  e x p e n s i v e  t h a n  c o s t s  a t  t h e  

l o c a t i o n  n e a r e s t  t h e  e m p l o y e e .

TH IR D  PARTY RECOVERY

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

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

DEPENDENT E L I G I B I L I T Y

D e p e n d e n t  c h i l d r e n  b e t w e e n  t h e  a g e s  o f  19 a n d  23 m u s t  b e  a t t e n d i n g  
s c h o o l  r e g u l a r l y  i n  o r d e r  t o  b e  c o v e r e d  u n d e r  t h e  p l a n ,  p r o v i d e d  
t h e y  a r e  a l s o  u n m a r r i e d  a n d  c h i e f l y  d e p e n d e n t  o f  t h e  e m p l o y e e  f o r  
s u p p o r t .



P eriod  R eported

A. P eriod  Covered

1. In cu rre d  C laim s Up to M arch  1990

Includes in cu rred  claim s from  la s t 

q u a r te r  1989

2. C laim s P a id  D uring  F irs t  Q u a r te r  1990

B. In cu rre d  vs. P aid

C. In cu rred  B asis

Im m atu re  d a ta

In cu rred  a f te r  J a n u a ry  1, paid th rough  

A pril 30

D. O ne Q u a r te r  is In su ffic ien t F o r  H ard  P ro jec tions



I

C L A I M  T I M E L I N E

INCURRED IN PAID IN

1 9  8 9 1 9  9 0

1 1 II 1 1 II 1 1 
1 1 II 1 1 II 1 1

OCT j NOV
* i

j OEC
1
| JAN

1
1
1
I

1------------------ 1
1 FEB 1 
1 1 
1 1 
1 1

MARCH
1.....................
| APRIL

1
1
1

1 1 
1 HAY |

1 1 
1 1 
1 1

1
1
1
1
1
1
1

STUDY PERIOD

1
1
1
1
1
1
1

RUN - OFF

Study r e s u l t s  based on "pa id  c la im s":

Mature and v a l i d  o a ta  i s  on a "paid 
b a s i s " ,  i . e .  fo r  a l l  c la ims pa id  
A iring  the  f i r s t  q u a r t e r  r e s u l t i n g  
from cla im s incu r red  both p r i o r  to  
January 1, 1990 and during  th e  f i r s t  
q u a r t e r  of 1990

JUNE

Study r e s u l t s  i l l u s t r a t e d  in  S ection  
4 a r e  based on an " in c u r red  b a s i s " ,  
i . e .  fo r  s e rv ic e s  rendered e x c lu s iv e ly  
d u r in g  the  f i r s t  q u a r t e r .  Data i s  not 
mature" as i t  omits some se rv ic e s  from 
th e  f i r s t  q u a r te r  which a re  p rocessed 
and cap tu red  during  the second q u a r te r

JULY I AUGUST ISEPTEKBER

Mature" c la im  d a ta  a v a i l a b le  for 
s tudy  of f i r s t  q u a r t e r  " in cu rred  
charges" .
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C ost Savings In d ica to rs

A. H ealthy  B eginnings

49 of 64 iden tified  a s  inc reased  r isk  

3 req u ired  physician  re fe rra l 

A verage age 32

B. P e r  D iem  T ravel R e im b u rsem en t

5 cases

C. T h ird  P a rty  L iab ility  Recovery

38 cases iden tified



IV. E stim ated  C ost Savings In d ica to rs

A. In p a tie n t P recertifica tion

B. O n site  C o n cu rren t Review

C. P ro ced u re  P recertifica tion

i- n t ' 4 ^

D. O u tp a tien t P recertifica tion
*7)) I

J / / “

E. M anaged  Second O pin ion  /■, " 7 j ^

• W1 0. . -

F. H om e H ea lth  C are  P recertifica tion  ..
■j.n 'v t r v ;' l U '

1 *7 \
G. Skilled  N ursing  F acilities  \ ' i Vf; ‘ r  ’ ’ '

6  1 „ f ) in
-11 ‘



E ncourag ing  T ren d s

A. O verall C osts W ere Down fo r F irs t Q u a r te r  1990

T otai expenses decreased  by 8.1% o r  $84 p e r 

em ployee on paid  basis  

T o tal expenses decreased  by 9.7% o r  $83 p er 

em ployee on in cu rred  basis

B. U tiliza tion  D ecreased

A dm ission  an d  P a tie n t days (per 1,000 

em ployees)

A verage length of stay  unchanged  

In p a tie n t su rg ica l p ro ced u res decreased  o ' 

O u tp a tien t su rg ica l p rocedures increased , b u t 

no t as  high as  A etna book of business (18.4%)

C. No change in  d is trib u tio n  of services



'

VI. N ext R eporting  P eriod

A. P a id  D ata  W ith Sufficient R un-off W ill C o rrespond  

W ith P lan  D esign C hanges

B. W ill be A ble to T ra ck  A ctual D o lla rs  Saved

1. O verall p lan  savings

2. C h iro p rac tic  services

3. V ision care  claim s

4. P re sc rip tio n  d ru g  costs

5. D en ta l

C. D ata  W ill be C om plete
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EXECUTIVE SUMMARY ) POSTMARK______ J
. D!V. OF RETlREr & BENEFITS

T h e  f o l l o w i n g  e v a l u a t i o n  p r o v i d e s  a n  i n i t i a l  v i e w  o f  t h e  e m e r g i n g  
t r e n d s  o f  t h e  S t a t e  o f  A l a s k a ' s  m e d i c a l  a n d  d e n t a l  h e a l t h c a r e  

e x p e r i e n c e  t h r o u g h  a c o m p a r i s o n  of f i r s t  q u a r t e r  1 9 8 9  a n d  f i r s t  
q u a r t e r  1 9 9 0  c l a i m  d a t a .  A l l  d a t a  is p r e s e n t e d  f o r  t h e  a c t i v e  

e m p l o y e e  g r o u p  o n l y .  T h e  p r i m a r y  f o c u s  o f  t h i s  e v a l u a t i o n  is to 
d e t e r m i n e  t h e  i m p a c t  o f  c h a n g e s  m a d e  to t h e  S t a t e ' s  h e a l t h  p l a n  in 

D e c e m b e r  1 9 8 9  a n d  J a n u a r y  1 9 9 0 .

o T h e  S t a t e  of A l a s k a ' s  a v e r a g e  h e a l t h c a r e  b e n e f i t  p e r  e m p l o y e e  
f o r  t h e  c o m b i n e d  e x p e r i e n c e  of t h e  i n d e m n i t y  p l a n ,  V i s i o n  
S e r v i c e  Plan, P r e s c r i p t i o n  C a r d  S e r v i c e  (PAR D r u g )  a n d  M a i l  
O r d e r  D r u g  P r o g r a m  ( M EDCO) w a s  $ 9 5 1  in t h e  f i r s t  q u a r t e r  of 
1 9 9 0  c o m p a r e d  t o  $ 1 , 0 3 5  in t h e  f i r s t  q u a r t e r  o f  1 9 8 9 .  T h i s  
r e p r e s e n t s  an 8 . 1 %  d e c r e a s e  in c o s t  t o  t h e  p l a n .

o T h e  e s t i m a t e d  s a v i n g s  t o  t h e  S t a t e  o f  A l a s k a  f o r  t h e  f i r s t  
q u a r t e r  1 9 9 0  w a s  $ 8 9 2 , 7 7 2  o r  $68 p e r  e m p l o y e e .  T h e  $68

s a v i n g s  is t h e  d i f f e r e n c e  b e t w e e n  t h e  $ 1 , 0 3 5  p e r  e m p l o y e e
b e n e f i t  in t h e  f i r s t  q u a r t e r  1 9 8 9  a n d  t h e  s u m  o f  t h e  $ 9 5 1

b e n e f i t  in f i r s t  q u a r t e r  1 9 9 0  p l u s  $ 1 6  p r o g r a m  c o s t .

o T h e  p r e c e r t i f i c a t i o n  a n d  o t h e r  u t i l i z a t i o n  m a n a g e m e n t  p r o g r a m s  
h e l p e d  t o  s i g n i f i c a n t l y  r e d u c e  h o s p i t a l  u s e  p a t t e r n s .  
I n p a t i e n t  b e d  d a y s  p e r  1 0 0 0  e m p l o y e e s  d e c l i n e d  f r o m  4 2 4  d a y s  
p e r  1 0 0 0  e m p l o y e e s  i n  t h e  f i r s t  q u a r t e r  1 9 8 9  t o  3 4 2  b e d  d a y s  
p e r  1 0 0 0  e m p l o y e e s  i n  t h e  f i r s t  q u a r t e r  1990.

o H o s p i t c x  b e n e f i t s  p a i d  f o r  t r e a t m e n t  o f  p s y c h i a t r i c  d i s o r d e r s  
a n d  f o r  t h e  t r e a t m e n t  o f  s u b s t a n c e  a b u s e  d i s o r d e r s  d e c l i n e d  
b y  5 3 %  a n d  54%, r e s p e c t i v e l y .

o T h e  c o s t  t o  t h e  p l a n  f o r  r e i m b u r s e m e n t  of c h i r o p r a c t i c

e x p e n s e s  w a s  r e d u c e d  b y  3 6 . 6 %  f r o m  $ 5 0 9 , 2 0 5  ($41 p e r  e m p l o y e e )
i n  t h e  f i r s t  q u a r t e r  1 9 8 9  t o  $ 3 3 5 , 7 6 0  o r  $ 2 6  p e r  e m p l o y e e  in
f i r s t  q u a r t e r  1990.

o D e n t a l  b e n e f i t s  p a i d  b y  t h e  S t a t e  of A l a s k a ' s  h e a l t h c a r e  p l a n  

d e c r e a s e d  f r o m  $ 1 6 7  p e r  e m p l o y e e  in t h e  f i r s t  q u a r t e r  of 1 9 8 9  
t o  $ 1 4 8  p e r  e m p l o y e e  d u r i n g  t h e  c o m p a r a b l e  p e r i o d  i n  1990.



T h e  U t i l i z a t i o n  M a n a g e m e n t  p r o g r a m  a c t i v i t y  i n d i c a t e s  7 1 5  
r e q u e s t s  f o r  p r e c e r t i f i c a t i o n  o f  a h o s p i t a l  s t a y .  E i g h t y  o f  

t h e  r e q u e s t e d  s t a y s  (11%) w e r e  a v e r t e d .  6 , 7 5 3  b e d  d a y s  w e r e  
r e q u e s t e d  of w h i c h  2 , 9 0 3  (43%) w e r e  a v e r t e d .  T h e  o n s i t e  n u r s e  

in A n c h o r a g e  r e v i e w e d  93 c a s e s  a n d  3 5 6  b e d  d a y s  w e r e  a v e r t e d .

T h e r e  w e r e  4 8 2  p r o c e d u r e s  r e q u e s t e d  t h r o u g h  t h e  p r o c e d u r e  

p r o t o c o l  p r o g r a m ;  O u t p a t  e n t  P r e c e r t i f i c a t i o n  a n d  M a n a g e d  

S e c o n d  O p i n i o n .  T h i r t y  f i v e  (7.3%) o f  t h e s e  r e q u e s t s  w e r e  n o t  
c e r t i f i e d .

T h e r e  a r e  64 a c t i v e  p a r t i c i p a n t s  i n  t h e  H e a l t h y  B e g i n n i n g s  
P r o g r a m  ( h i g h  r i s k  p r e g n a n c y ) .  S e v e n t y  f i v e  p e r c e n t  ( 4 9/64) 
o f  t h e  p a r t i c i p a n t s  w e r e  c l a s s i f i e d  a t  i n c r e a s e d  r i s k  f o r  
d e l i v e r y  of l o w  b i r t h  w e i g h t  i n f a n t s  a n d  a r e  r e c e i v i n g  
p r o a c t i v e  i n t e r v e n t i o n  s e r v i c e s  f r o m  t h e  H e a l t h l i n e  n u r s i n g  
s t a f f .



INTRODUCTION & OVERVIEW

C

I n  o r d e r  t o  h e l p  c o n t r o l  t h e i r  e s c a l a t i n g  h e a l t h  c a r e  c o s t s ,  t h e  

S t a t e  o f  A l a s k a  i m p l e m e n t e d  a s e r i e s  o f  U t i l i z a t i o n  M a n a g e m e n t  
P r o g r a m s  a n d  p l a n  d e s i g n  c h a n g e s  o n  D e c e m b e r  1, 1 9 8 9  a n d  o n  J a n u a r y  
1, 1 9 9 0 .  T h e s e  c h a n g e s  t o  t h e  h e a l t h  b e n e f i t  p r o g r a m  t h e  S t a t e  
p r o v i d e s  t o  i t s  a p p r o x i m a t e l y  1 3 , 0 0 0  a c t i v e  e m p l o y e e s  a r e  d e s c r i b e d  
i n  E x h i b i t  A  o f  t h i s  s e c t i o n .

T h e  S t a t e  o f  A l a s k a  r e q u e s t e d  t h a t  A e t n a ' s  C u s t o m e r  C o n s u l t i n g  
S e r v i c e s  D e p a r t m e n t  d e v e l o p  t h e  n e c e s s a r y  m a n a g e m e n t  r e p o r t s  t o  
m o n i t o r  p r o g r a m  a c t i v i t y  a n d  t o  p e r f o r m  a n  a s s e s s m e n t  o f  t h e  
e f f e c t s  o f  p l a n  d e s i g n  a n d  p r o g r a m  c h a n g e s  f r o m  u t i l i z a t i o n  a n d  
e x p e n s e  p e r s p e c t i v e s .

O u r  p r i n c i p a l  o b j e c t i v e  i n  t h e  f i r s t  p h a s e  o f  t h i s  p r o j e c t  w a s  
t o  d e v e l o p  m a n a g e m e n t  r e p o r t s  w h i c h  r e f l e c t  b o t h  p r o g r a m  a c t i v i t y  
a n d  r e s u l t s .  I n i t i a l  r e p o r t s  o f  p r e l i m i n a r y  o v e r a l l  r e s u l t s  a r e  
p r e s e n t e d  i n  S e c t i o n  4. R e p o r t s  o n  U t i l i z a t i o n  M a n a g e m e n t  p r o g r a m  
a c t i v i t y  a n d  p l a n  c h a n g e s  a r e  l o c a t e d  i n  S e c t i o n s  5 a n d  6.

E x h i b i t  A  b r i e f l y  d e s c r i b e s  t h e  c h a n g e s  t h a t  t h e  S t a t e  m a d e  t o  its 

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

1, 1 9 8 9 .  T h e  o p t i m a l  m e t h o d  o f  a s s e s s i n g  t h e  i m p a c t  o f  t h e s e  
c h a n g e s  c a l l s  f o r  t h e  u s e  o f  p a t i e n t  s e r v i c e  d a t a  w h i c h  o c c u r r e d  
e x c l u s i v e l y  o n  o r  a f t e r  J a n u a r y  1, 199 0 ,  i. e .  f o r  c l a i m s  " i n c u r r e d "  

d u r i n g  1 9 9 0  o n l y .  A d d i t i o n a l  d i s c u s s i o n  o n  t h i s  i s s u e  is f o u n d  in 
S e c t i o n  3 - M e t h o d o l o g y .  U n f o r t u n a t e l y ,  d u r i n g  t h i s  i n i t i a l  
r e v i e w ,  it i s  n o t  p o s s i b l e  t o  r e l y  e x c l u s i v e l y  o n  t h i s  a p p r o a c h .

F o r  t h i s  i n i t i a l  s t u d y ,  w e  e l e c t e d  tc u s e  t h e  t o t a l  s e t  o f  d a t a  
a v a i l a b l e ,  w h i c h  r e p r e s e n t s  a l l  c l a i m  s e r v i c e s  p a i d  f o r  d u r i n g  t h e  
f i r s t  q u a r t e r  o f  1 9 9 0  a n d  t o  c o m p a r e  i t  t o  t h e  a n a l o g o u s  " p a i d  

c l a i m "  d a t a  w h i c h  o c c u r r e d  d u r i n g  t h e  f i r s t  q u a r t e r  o f  1 9 8 9 .

A s  t h e  p r o g r a m  m a t u r e s ,  w e  w i l l  m a k e  a n  a s s e s s m e n t  o f  t h e  h e a l t h  
c a r e  p r o g r a m  c h a n g e s  u s i n g  o n l y  d a t a  f o r  p a t i e n t  s e r v i c e s  i n c u r r e d  
o n  a n d  a f t e r  J a n u a r y  1, 1 9 90.

O u r  r e c o m m e n d a t i o n s  f o r  f u t u r e  r e p o r t i n g  a n d  e v a l u a t i o n  of t h e  
i m p a c t  o f  c h a n g e s  o n  t h e  S t a t e  o f  A l a s k a ' s  h e a l t h c a r e  c o s t s  is 
f o u n d  i n  S e c t i o n  7 - S u m m a r y .
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S T A T E  O F  A L A S K A
E X H I B I T  A

SUMMARY OF BENEFIT CHANGES
H E A L T H L I N E  U T I L I Z A T I O N  M A N A G E M E N T

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

H O S P I T A L ,  S K I L L E D  N U R S I N G  F A C I L I T Y ,  H O M E  H E A L T H C A R E  A N D  P R I V A T E -  
D U T Y  N U R S I N G  C A R E  R E V I E W

P r o p o s e d  c o n f i n e m e n t s  o r  c a r e  a r e  r e v i e w e d  t o  a s s e s s  m e d i c a l  

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

O U T P A T I E N T  P R E C E R T I F I C A T I O N

S i x t e e n  o u t p a t i e n t  d i a g n o s t i c  t e s t s  a n d  p r o c e d u r e s  r e q u i r e  
p r e c e r t i f i c a t i o n  t h r o u g h  H e a l t h l i n e  in o r d e r  t o  d e t e r m i n e  m e d i c a l  
n e c e s s i t y .

M A N A G E D  S E C O N D  O P I N I O N

C e r t a i n  e l e c t i v e  p r o c e d u r e s  a n d  t r e a t m e n t s  ( s e l e c t i o n  b a s e d  o n  h i g h  

f r e q u e n c y  o f  u s e ,  h i g h  c o s t  a n d  i n d i c a t i o n s  o f  s u b s t a n t i a l  
i n a p p r o p r i a t e  us e )  a r e  r e v i e w e d  f o r  m e d i c a l  n e c e s s i t y .

O N S I T E  C O N C U R R E N T  R E V I E W

T h e  p r o g r a m  i s  d e s i g n e d  t o  a s s u r e  t h a t  m e d i c a l l y  n e c e s s a r y  c a r e  is 
p r o v i d e d  i n  a n  e f f i c i e n t  m a n n e r .  A  r e g i s t e r e d  n u r s e  v i s i t s  
h o s p i t a l i z e d  p a t i e n t s  d a i l y  i n  t h e  P r o v i d e n c e  a n d  H u m a n a  H o s p i t a l s  
i n  A n c h o r a g e  a n d  r e v i e w s  t h e  p a t i e n t ' s  h o s p i t a l  c h a r t .  B a s e d  o n  
h e r  d a i l y  u p d a t e  o f  t h e  p a t i e n t ' s  c o n d i t i o n ,  t h e  n u r s e  n e g o t i a t e s  
f o r  a l t e r n a t i v e  c a r e  m o d e s  a n d  v e n u e s  w i t h  t h e  a t t e n d i n g  p h y s i c i a n  
a n d  c a n  i d e n t i f y  i n d i v i d u a l  c a s e  m a n a g e m e n t  n e c e s s i t y  a t  a n  e a r l y  
s t a t e .

H E A L T H Y  B E G I N N I N G S

H e a l t h y  B e g i n n i n g s  is a p r e n a t a l  p r o g r a m  d e s i g n  t o  r e d u c e  e m p l o y e r  
c o s t s  a s s o c i a t e d  w i t h  t h e  b i r t h  o f  p r e m a t u r e  o r  l o w  b i r t h  w e i g h t  
i n f a n t s .  C o v e r e d  e m p l o y e e s  o r  t h e i r  d e p e n d e n t s  a r e  e n c o u r a g e d  t o  

c a l l  H e a l t h y  B e g i n n i n g s  f o r  r i s k  a s s e s s m e n t  a n d  a p p r o p r i a t e  
i n t e r v e n t i o n  a c t i v i t y .



P A R T I C I P A T I N G  P H A R M A C Y  D R U G  P L A N

S t a t e  o f  A l a s k a  f a m i l y  m e m b e r s  p a y  $ 5 . 0 0  f o r  n o n - g e n e r i c  d r u g s ;  
g e n e r i c  p r e s c r i p t i o n s  a r e  p r o v i d e d  a t  n o  c o s t  t o  e m p l o y e e s .

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

M A I L  S E R V I C E  D R U G  P R O G R A M

B r a n d - n a m e  d r u g s  r e q u i r e  a $ 2 . 0 0  p a y m e n t  p e r  p r e s c r i p t i o n ;  t h e r e  
is n o  c o s t  f o r  g e n e r i c  d r u g s .

I N C R E A S E  I N  O U T  O P  P O C K E T  L I M I T

T h e  p e r - p e r s o n  c a l e n d a r  s t o p  l o s s  l i m i t  i n c r e a s e d  f r o m  $ 1 , 9 5 0  t o  

$ 3 , 9 5 0 ;  a c c o r d i n g l y ,  t h e  i n d i v i d u a l  o u t - o f - p o c k e t  l i m i t  f o r  9 0 %  
c o i n s u r a n c e  i t e m s  w i l l  be $ 3 9 5  (not i n c l u d i n g  t h e  d e d u c t i b l e ) .

C H I R O P R A C T I C  C A R E  L I M I T A T I O N

B e n e f i t s  f o r  c h i r o p r a c t i c  s e r v i c e s  f o r  s p i n a l  s u b l u x a t i o n  ( w h e t h e r  

r e n d e r e d  b y  a c h i r o p r a c t o r ,  p h y s i c i a n ,  o s t e o p a t h ,  etc . )  a r e  s u b j e c t  
t o  a $ 7 5 0  c a l e n d a r  y e a r  m a x i m u m  p e r  p e r s o n .  T h e  i n t e n t  o f  t h i s  
l i m i t a t i o n  h a s  b e e n  c l a r i f i e d  s u c h  t h a t  i t  i s  n o w  m o r e  a c c u r a t e l y  
d e s c r i b e d  a s  a " s p i n a l  d i s o r d e r  l i m i t a t i o n " ;  t h e  $ 7 5 0  b e n e f i t  l i m i t  
o n l y  a p p l i e s  t o  o f f i c e  v i s i t s ,  e x a m s ,  c o n s u l t a t i o n s  a n d  r e g i o n a l  
m a n i p u l a t i o n s .

D E D U C T I B L E  C A R R Y O V E R

E x p e n s e s  i n c u r r e d  i n  t h e  l a s t  t h r e e  m o n t h s  o f  a c a l e n d a r  y e a r ,  a n d  

a p p l i e d  t o w a r d  t h a t  y e a r ' s  d e d u c t i b l e  w i l l  n o  l o n g e r  a l s o  c o u n t  
t o w a r d  t h e  s u c c e e d i n g  c a l e n d a r  y e a r  d e d u c t i b l e  o b l i g a t i o n .

B E N E F I T S  A F T E R  $ 5 0 , 0 0 0  P A I D  C L A I M S

I n d i v i d u a l s  e x c e e d i n g  $ 5 0 , 0 0 0  in l i f e t i m e  p a i d  b e n e f i t s  a r e  
r e q u i r e d  t o  s a t i s f y  t h e  a n n u a l  d e d u c t i b l e ;  in a d d i t i o n ,  b e n e f i t s  
in e x c e s s  o f  $ 5 0 , 0 0 0  a r e  p a i d  a t  9 0 %  ( r a t h e r  t h a n  100%) u p  t o  t h e  
$ 3 , 9 5 0  o u t  o f  p o c k e t  l i m i t .



COORDINATION OF B E N E F IT S

T h e  S t a t e  o f  A l a s k a  p l a n ,  w h e n  i t  is t h e  s e c o n d a r y  p l a n  u n d e r  o r d e r  
o f  p a y m e n t  r u l e s ,  w i l l  p a y  t h e  d i f f e r e n c e  b e t w e e n  w h a t  t h e  p r i m a r y  
p l a n  h a s  p a i d  a n d  t h e  r e g u l a r  b e n e f i t s  t h a t  w o u l d  b e  p a i d  u n d e r  t h e  

S t a t e  p l a n  i n  t h e  a b s e n c e  of a n y  c o o r d i n a t i o n  o f  b e n e f i t s ;  t h i s  
" m a i n t e n a n c e  o f  b e n e f i t s "  a p p r o a c h  n o  l o n g e r  a u t o m a t i c a l l y  p r o v i d e s  
1 0 0 %  C O B  b e n e f i t s .

P A R T I C I P A T I N G  V I S I O N  C A R E  P R O G R A M  (VSP)

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

E m p l o y e e s  a r e  r e s p o n s i b l e  f o r  m i n i m a l  d e d u c t i b l e  p a y m e n t s  f o r  e x a m s  
a n d  s t a n d a r d  e y e w e a r  p u r c h a s e s ;  t h e  a d d i t i o n a l  c o s t  o f  s p e c i a l  
o p t i o n s  o r  c o s m e t i c / f a s h i o n  f e a t u r e s  i s  p a i d  i n  f u l l  b y  t h e  
e m p l o y e e .

S K I L L E D  N U R S I N G  F A C I L I T Y  C A R E

B e n e f i t s  f o r  S k i l l e d  N u r s i n g / E x t e n d e d  C a r e  F a c i l i t y  c o n f i n e m e n t  

e x p e n s e s  f o r  r o o m  a n d  b o a r d  a n d  o t h e r  m e d i c a l  s e r v i c e s  a n d  s u p p l i e s  
w i l l  b e  p a i d  a t  100% a f t e r  t h e  d e d u c t i b l e ;  t h i s  b e n e f i t  is o n l y  
a v a i l a b l e  if t h e  s k i l l e d  n u r s i n g  f a c i l i t y  c o n f i n e m e n t  is a 

m e d i c a l l y  n e c e s s a r y  a l t e r n a t i v e  t o  a n  a c u t e  c a r e  i n p a t i e n t  h o s p i t a l  
s t a y .

D E N T A L  E X P E N S E  C O V L R A G E

A  $ 2 5  a n n u a l  d e d u c t i b l e  ( w i t h  a $ 7 5  f a m i l y  l i m i t )  a p p l i e s  t o  a l l  
r e s t o r a t i v e  a n d  o t h e r  e x p e n s e s  n o t  p r e v e n t a t i v e  i n  n a t u r e ;  t h e  

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

D e n t a l  e x p e n s e s  s u c h  a s  e x t r a c t i o n s ,  p e r i o d o n t i c s ,  r o o t  c a n a l  
t r e a t m e n t ,  o r a l  s u r g e r y ,  a n d  f i l l i n g s  a r e  p a i d  a t  8 5 %  a f t e r  t h e  
d e d u c t i b l e  r a t h e r  t h a n  90%.

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

C a l e n d a r  y e a r  m a x i m u m  i n c r e a s e d  f r o m  $ 1 , 0 0 0  t o  $ 1 , 5 0 0 .



TRANSPORTATION B EN EFIT S

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

t e s t i n g  a n d  s u r g e r y  is a v a i l a b l e .  I n  a d d i t i o n ,  t r a v e l  b e n e f i t s  
i n c l u d e s  c o v e r a g e  f o r  t r a n s p o r t a t i o n  c o s t s  t o  t h e  e x t e n t  i n p a t i e n t  
t r e a t m e n t  in a n o t h e r  l o c a t i o n  is l e s s  e x p e n s i v e  t h a n  c o s t s  a t  t h e  
l o c a t i o n  n e a r e s t  t h e  e m p l o y e e .

THIRD PARTY RECOVERY

T h e r e  is a r e q u i r e m e n t  t h a t  i n d i v i d u a l s  r e i m b u r s e  A e t n a  o n  b e h a l f  

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

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

DEPENDENT E L I G I B I L I T Y

D e p e n d e n t  c h i l d r e n  b e t w e e n  t h e  a g e s  o f  19 a n d  23 m u s t  b e  a t t e n d i n g  
s c h o o l  r e g u l a r l y  in o r d e r  t o  b e  c o v e r e d  u n d e r  t h e  p l a n ,  p r o v i d e d  
t h e y  a r e  a l s o  u n m a r r i e d  a n d  c h i e f l y  d e p e n d e n t  o f  t h e  e m p l o y e e  f o r  
s u p p o r t .



c
METHODOLOGY

T h e  p u r p o s e  o f  t h i s  s t u d y  is t o  a s s e s s  t h e  i m p a c t  o f  a l l  

u t i l i z a t i o n  m a n a g e m e n t  p r o g r a m s  a n d  p l a n  d e s i g n  c h a n g e s  o n  t h e  
S t a t e  o f  A l a s k a ' s  h e a l t h c a r e  e x p e r i e n c e .  I n  a n  e f f o r t  t o  r e v i e w  

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

f o c u s s e d  o n  d a t a  f o r  t h e  f i r s t  q u a r t e r  1 9 8 9  a n d  t h e  f i r s t  q u a r t e r  
1 9 9 0  to f a c i l i t a t e  t h e  c o m p a r i s o n  o f  c o m p a r a b l e  t i m e  p e r i o d s  a n d  
p r e -  a n d  p o s t -  r e s u l t s .

SOURCE OF DATA
D a t a  a n a l y z e d  in t h i s  s t u d y  w a s  e x t r a c t e d  f r o m  A E C C L A I M S ,  A e t n a ' s  
c o m p u t e r i z e d  c l a i m  p a y m e n t  s y s t e m  w h i c h  m a n a g e s  a l l  o f  A e t n a ' s  
p o l i c y h o l d e r ' s  c l a i m  s u b m i s s i o n s .  A l l  h e a l t h c a r e  e x p e n s e  a n d  
u t i l i z a t i o n  s t a t i s t i c s  w e r e  o b t a i n e d  f r o m  A E C C E S S  B a s i c  R e p o r t s  
a n d  A e t n a ' s  A E C C E S S  d a t a b a s e  w h i c h  c o n t a i n s  i n f o r m a t i o n  o n  a l l  
i n p a t i e n t  a n d  o u t p a t i e n t  c l a i m s  p r o c e s s e d  f o r  t h e  S t a t e  o f  A l a s k a  
w i t h i n  t h e  p a s t  27 m o n t h s .

D a t a  o n  U t i l i z a t i o n  M a n a g e m e n t  p r o g r a m  a c t i v i t y  w a s  o b t a i n e d  f r o m  
A e t n a ' s  s y s t e m  r e s o u r c e s  a n d  r e c o r d s  m a i n t a i n e d  i n  o u r  S e a t t l e  

c l a i m  o f f i c e .  A d d i t i o n a l l y ,  i n f o r m a t i o n  w a s  p r o v i d e d  b y  A e t n a ' s  
P A R  d r u g  i n f o r m a t i o n  s y s t e m ,  M E D C O ,  a n d  t h e  V i s i o n  S e r v i c e  P l a n .

T o  e n a b l e  a c c u r a t e  c o m p a r i s o n s  o f  u t i l i z a t i o n  a n d  e x p e n s e s  b e t w e e n  
c o m p a r a b l e  t i m e  p e r i o d s ,  a s  w e l l  a s  b e t w e e n  t h e  S t a t e ' s  a n d  A e t n a ' s  
n o r m a t i v e  d a t a ,  f a c t o r s  h a v e  b e e n  d e v e l o p e d  t o  e x p r e s s  u t i l i z a t i o n  
i n  r e l a t i v e  t e r m s ,  s u c h  as a d m i s s i o n s  p e r  1000 e m p l o y e e s ,  b e d  d a y s  
p e r  1000 e m p l o y e e s  a n d  e x p e n s e s  p e r  e m p l o y e e .

N u m b e r s  o f  e m p l o y e e s  u s e d  i n  t h e  c a l c u l a t i o n  o f  " p e r  1 0 0 0  

e m p l o y e e s "  a n d  " p e r  e m p l o y e e "  f a c t o r s  w e r e  s u p p l i e d  b y  t h e  S t a t e  
o f  A l a s k a .  T h e  e m p l o y e e  c o u n t s  p r o v i d e d  a r e  a s  f o l l o w s :

EXPOSURE DATA

JANUARY FEBRUARY MARCH
QUARTER

AVERAGE

1 S T  Q T R  89' 1 2 , 5 5 8 1 2 , 7 0 2 1 2 , 9 3 6 1 2 , 7 3 2

1 S T  Q T R  90' 1 3 , 0 1 7 13,307 13,264 29

S O U R C E :  S t a t e  o f  A l a s k a

C
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N O R M A T I V E  D A T A

T h e  n o r m a t i v e  d a t a  p r e s e n t e d  f o r  c o m p a r i s o n  w i t h  t h e  S t a t e ' s  
e x p e r i e n c e  is b a s e d  o n  A e t n a ' s  B o o k  o f  B u s i n e s s  a n d  s o  r e p r e s e n t s  
a v e r a g e  r e s u l t s  f o r  e m p l o y e r s  w i t h  a l l  t y p e s  o f  h e a l t h  b e n e f i t  
p l a n s .

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

B e c a u s e  t h e  S t a t e ' s  e m p l o y e e  d e m o g r a p h i c s  d i f f e r  f r o m  A e t n a ' s  B o o k  
o f  B u s i n e s s ,  t h e s e  n o r m s  a r e  g e n e r a l  b e n c h m a r k s  o f  a v e r a g e  r e s u l t s  

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

PAID VERSUS INCURRED DATA
F o r  t h i s  f i r s t  e v a l u a t i o n ,  d a t a  r e p r e s e n t s  a l l  c l a i m  s e r v i c e s  p a i d  

f o r  d u r i n g  t h e  f i r s t  q u a r t e r  o f  1 9 9 0  c o m p a r e d  t o  p a i d  c l a i m  d a t a  
f o r  f i r s t  q u a r t e r  1 9 8 9 ,  h o w e v e r  a s  p r e v i o u s l y  i n d i c a t e d ,  t h i s  is 
n o t  t h e  o p t i m a l  m e t h o d  o f  a s s e s s i n g  t h e  i m p a c t  o f  p r o g r a m  a n d  p l a n  
c h a n g e s .

I n  m a n y  i n s t a n c e s ,  t h e  t i m e  s p a n  b e t w e e n  t h e  d a t e  t h a t  p a t i e n t  
s e r v i c e  o c c u r s  a n d  t h e  d a t e  t h a t  t h e  c l a i m  p a y m e n t  i s  m a d e  a n d  
r e c o r d e d  i n  o u r  d a t a b a s e  is t h r e e  m o n t h s .  A s  a r e s u l t ,  t h e  t o t a l  
s e t  o f  d a t a  a v a i l a b l e  a t  t h e  t i m e  o f  t h i s  a s s e s s m e n t  is i n c l u s i v e  
of:

o  P a t i e n t  s e r v i c e s  r e n d e r e d  p r i o r  t o  J a n u a r y  1st, e . g .  D e c e m b e r ,
N o v e m b e r  a n d  O c t o b e r  o f  1 9 8 9 ,  o r  e v e n  e a r l i e r ,  b u t  p a i d  i n  t h e  
f i r s t  q u a r t e r  o f  1 9 9 0 ,  a n d

o  o m i s s i o n s  f o r  s o m e  p a t i e n t  s e r v i c e s  r e n d e r e d  i n  J a n u a r y ,

F e b r u a r y  a n d  M a r c h  o f  1 9 9 0  b u t  n o t  y e t  p a i d  a n d  r e c o r d e d  in 
t h e  f i r s t  q u a r t e r  o f  1 9 9 0 .

W e  w e r e  a b l e  t o  i s o l a t e  d a t a  e x c l u s i v e l y  f o r  c l a i m s  " i n c u r r e d "  
d u r i n g  t h e  f i r s t  q u a r t e r  o f  1 9 9 0  a n d  T A B L E S  4 - 6  in S e c t i o n  4 h a v e  
r e f l e c t e d  t h e  r e s u l t s .  F o r  t h e  r e a s o n  n o t e d  a ^ o v e ,  h o w e v e r ,  it 
w o u l d  b e  i n a p p r o p r i a t e  t o  c o n s i d e r  t h i s  d a t a  v a l i d  a s  i t  o m i t s  s o m e  
s e r v i c e s  w h i c h  o c c u r r e d  d u r i n g  t h e  l a t e r  p o r t i o n  o f  t h e  f i r s t  
q u a r t e r ,  i.e., t h i s  d a t a  i s  " i m m a t u r e " .

T h e  e x h i b i t  o n  t h e  f o l l o w i n g  p a g e  p r o v i d e s  a v i s u a l  d i s p l a y  o f  t h e  

i m p a c t  o f  c l a i m  l a g  a n d  t h e  v a l u e  o f  a l l o w i n g  s u f f i c i e n t  t i m e  t o  
e l a p s e  b e f o r e  t h e  m o s t  c r e d i b l e  " v i e w "  o f  c l a i m  d a t a  is u n d e r t a k e n .
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CLAI M T I ME L I NE

INCURRED IN PAID IN

1 9  8 9 1 9  9 0

II

OCT NOV DEC JAN FEB MARCH | |  APRIL MAY JUNE JULY AUGUST
 >
SEPTEMBER

STUOY PERIOO

Study r e s u l t s  based on "pa id  claims":

Mature and v a l id  d a ta  i s  on a "pa id  
b a s i s " ,  i . e .  fo r  a l l  claims paid  
A ir ing  the  f i r s t  q u a r t e r  r e s u l t i n g  
from c la im s incu r red  both p r i o r  to  
January  1, 1990 and during  the  f i r s t  
q u a r t e r  of 1990

II 
II
| |  RUN - OFF

II
| |S tu d y  r e s u l t s  i l l u s t r a t e d  in Section  
| | 4  a re  based on an " in c u r re d  b a s i s " ,
| | i . e .  fo r  s e r v ic e s  rendered  exc lu s iv e ly  
| |d u r i r tg  th e  f i r s t  q u a r t e r .  Data i s  not 
| |m a tu re "  as i t  omits some se rv ic e s  from 
| | t h e  f i r s t  q u a r t e r  which a r e  processed 
| | a n d  cap tu red  during the  second q u a r te r

Mature" c la im  d a ta  a v a i l a b le  fo r  
s tudy  of f i r s t  q u a r t e r  " in c u r re d  
ch a rg es" .
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FINDINGS

T o t a l  h e a l t h c a r e  b e n e f i t s  in t h e  f i r s t  q u a r t e r  1 9 9 0  i n c l u d i n g  t h e  

V i s i o n  S e r v i c e  p l a n ,  t h e  M a i l  O r d e r  D r u g  p r o g r a m  a n d  t h e  
P r e s c r i p t i o n  C a r d  p r o g r a m  a r e  $ 9 5 1  p e r  e m p l o y e e .  T h e  a v e r a g e  
b e n e f i t s  p a i d  p e r  e m p l o y e e  d u r i n g  t h e  f i r s t  q u a r t e r  1 9 8 9  w e r e  
$ 1 , 0 3 5 .  T h i s  r e p r e s e n t s  a n  8 . 1 %  r e d u c t i o n  i n  p e r  e m p l o y e e  c l a i m  

c o s t s  o v e r  t i m e .  ( T A B L E  1)

T h e  f i r s t  q u a r t e r  1 9 9 0  e s t i m a t e d  s a v i n g s  t o  t h e  S t a t e  w h e n  t h e  c o s t  
o f  H e a l t h l i n e  p r o g r a m s  i s  c o n s i d e r e d  is $ 8 9 2 , 7 7 2 .

E X P E N S E

C L A I M  C O S T S  P E R  E M P L O Y E E

1 S T  Q U A R T E R  1 9 9 0

A e t n a  I n d e m n i t y  $ 9 0 6
V i s i o n  S e r v i c e  P l a n  28

P r e s c r i p t i o n  D r u g  C a r d  14
M a i l  O r d e r  D r u g  3
U t i l i z a t i o n  M a n a g e m e n t  P r o g r a m s   16

$ 9 6 7

1 S T  O T R  1 9 8 9  1 S T  O T R  1 9 9 0

$ 1 , 0 3 5  - $ 9 6 7  =  $68

$ 6 8  X  1 3 , 1 2 9  e m p l o y e e s  =  $ 8 9 2 , 7 7 2  1 s t  Q t r .  S a v i n g s

N O T E :  1 9 8 9  d o l l a r s  a r e  n o t  a d j u s t e d  f o r  i n f l a t i o n .

E m p l o y e e s  p a i d  $ 1 7 1  o r  1 2 . 7 %  i n  c o s t  s h a r i n g  p l a n  f e a t u r e s ,  i.e . ,  
d e d u c t i b l e  a n d  c o i n s u r a n c e  d u r i n g  t h e  f i r s t  q u a r t e r  1 9 89. In t h e  

f i r s t  q u a r t e r  o f  1 9 9 0  e m p l o y e e s  p a i d  $ 1 5 7  o r  1 3 . 3 %  of c o v e r e d  
c h a r g e s .  E m p l o y e e s  p a i d  8 . 2 %  f e w e r  a c t u a l  d o l l a r s ,  h o w e v e r  t h e  
p o r t i o n  o f  c o v e r e d  c h a r g e s  b e i n g  s h a r e d  b y  e m p l o y e e s  i n c r e a s e d .

A l t h o u g h  t h e  d e d u c t i b l e  p a i d  i n  t h e  f i r s t  q u a r t e r  p e r  e m p l o y e e  
d e c r e a s e d  f r o m  $ 9 1  t o  $8", t h i s  p r o b a b l y  r e s u l t s  f r o m  t h e  i n f l u e n c e  
o f  1 9 8 9  i n c u r r e d  s e r v i c e s  i n c l u d e d  i n  p a i d  r e s u l t s .  W h e n  v i e w e d  
o n  a n  i n c u r r e d  b a s i s  ( T A B L E  4), i . e . ,  p a i d  c l a i m s  f o r  s e r v i c e s  

i n c u r r e d  i n  t h e  f i r s t  q u a r t e r  1 9 9 0 ,  t h e  d e d u c t i b l e  p o r t i o n  r e m a i n e d
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t h e  s a m e  a s  1 9 8 9  l e v e l s .  W e  e x p e c t  t h e r e f o r e ,  t h a t  w h e n  19 9 0  
i n c u r r e d  d a t a  is m o r e  c o m p l e t e ,  t h e  p o s i t i v e  e f f e c t s  o f  t h e  p l a n  
c h a n g e s  w h i c h  e l i m i n a t e d  t h e  d e d u c t i b l e  c a r r y - o v e r  p r o v i s i o n  a n d  
t h e  d e d u c t i b l e  w a i v e r  o n  l a r g e  c l a i m s  w i l l  b e c o m e  m o r e  e v i d e n t .

T h e  a m o u n t  o f  s a v i n g s  d u e  t o  c o o r d i n a t i o n  o f  b e n e f i t s  d e c r e a s e d  
f r o m  $ 1 4 4  t o  $ 1 1 8  p e r  e m p l o y e e  ( - 1 8 . 1 % ) .  T h e s e  a r e  o u r  f i n d i n g s ,  
h o w e v e r ,  b e c a u s e  t h e  s a v i n g s  f r o m  t h e  M a i n t e n a n c e  o f  B e n e f i t s  
a p p r o a c h  is c a p t u r e d  i n  t h e  N O T  C O V E R E D  e x p e n s e s  a s  o p p o s e d  t o  C O B  
s a v i n g s  t h i s  w i l l  i n v o l v e  f u r t h e r  s t u d y  i n  o r d e r  t o  g i v e  a b e t t e r  
i d e a  o f  t h e  i m p a c t  o f  M a i n t e n a n c e  o f  B e n e f i t s .

UTILIZATION
T h e  p r e c e r t i f i c a t i o n  a n d  o t h e r  i n p a t i e n t  u t i l i z a t i o n  m a n a g e m e n t  
p r o g r a m s ,  i.e. O n - S i t e  n u r s e  a n d  M a n a g e d  S e c o n d  O p i n i o n ,  h a v e  
p o s i t i v e l y  i m p a c t e d  h o s p i t a l  u s e  p a t t e r n s .  T h e  p r o g r a m s  h a v e  
h e l p e d  t o  r e d u c e  t h e  l e v e l  o f  h o s p i t a l  i n p a t i e n t  u t i l i z a t i o n  
( p a t i e n t  d a y s  p e r  1 0 0 0  e m p l o y e e s )  f r o m  424 d a y s  i n  t h e  f i r s t  
q u a r t e r  1 9 8 9  t o  3 4 2  d a y s  i n  t h e  f i r s t  q u a r t e r  1 9 9 0  ( - 1 9 . 3 % ) .
( T A B L E  2.) T h i s  1 9 . 3 %  d e c r e a s e  w a s  b e t t e r  t h a n  A e t n a ' s  b o o k  o f  
b u s i n e s s .  T h e  1 0 %  d e c r e a s e  i n  b e d  d a y s  e x p e r i e n c e d  b y  A e t n a  
p e r h a p s  a l s o  r e f l e c t s  t h e  i n f l u e n c e  o f  o u r  h e a l t h l i n e  p r o g r a m s .  
I n  a d d i t i o n  h o s p i t a l  a d m i s s i o n  r a t e s  p e r  1 0 0 0  e m p l o y e e s  f o r  t h e  
S t a t e ' s  p o p u x a t i o n  d e c l i n e d  1 8 . 7 % .

T h i s  r e d u c t i o n  in i n p a t i e n t  h o s p i t a l  s e r v i c e s  is a m a j o r  f a c t o r  in 

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

T h e  a v e r a g e  l e n g t h  o f  s t a y  r e m a i n e d  v i r t u a l l y  u n c h a n g e d .  
U t i l i z a t i o n  M a n a g e m e n t  p r o g r a m s  w o r k  t o  a v e r t  u n n e c e s s a r y  s h o r t  
s t a y  a d m i s s i o n s ,  t h e r e f o r e  t h i s  r e s u l t  i s  n o t  u n e x p e c t e d .  T h i s  is 
h o w e v e r  o n l y  a s i n g l e  q u a r t e r  c o m p a r i s o n  a n d  r e s u l t s  m a y  f l u c t u a t e  
o v e r  t i m e .

TYPES OF CARE

H Q 8 P I T A L

W h e n  b e n e f i t s  p a i d  b y  t h e  S t a t e ' s  h e a l t h  p l a n  a r e  e x a m i n e d  b y  
s p e c i f i c  t y p e s  o f  c a r e  ( T A B L E  3) it is c l e a r  t h a t  i n p a t i e n t  

e x p e r i e n c e  h a d  t h e  g r e a t e s t  i m p a c t  o n  t h e  r e d u c t i o n  in o v e r a l l  
b e n e f i t s  p a i d .  T o t a l  i n p a t i e n t  c o s t s  p e r  e m p l o y e e  d e c r e a s e d  1 4 . 9 %  
f r o m  $ 4 7 7  p e r  e m p l o y e e  in 1 9 8 9  t o  $ 4 0 6  p e r  e m p l o y e e  in 1990. 
O u t p a t i e n t  b e n e f i t s  d e c r e a s e d  o n l y  5.4%, f r o m  $4 8 3  t o  $457.

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

b o a r d  a n d  a n c i l l a r i e s  a r e  e x a m i n e d  s e p a r a t e l y  f r o m  a l l  o t h e r  
i n p a t i e n t  b e n e f i t s ,  t h e  d e c r e a s e  is e v e n  m o r e  d r a m a t i c .  

P s y c h i a t r i c  b e n e f i t s  d e c l i n e d  5 3 %  a n d  s u b s t a n c e  a b u s e  c o n f i n e m e n t  
c o s t s  a r e  d o w n  54%. T h e  n u m b e r  o f  i n p a t i e n t  d a y s  a s s o c ’a t e d  w i t h  

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

IN P A T IE N T  HOSPITAL B E N E F IT S  PER EMPLOYEE

1ST Q T R  89 1ST Q T R  90 % C H A N G E  

H o s p i t a l  R o o m  & B o a r d  $288 $262 -9%

and  A n c i l l a r i e s  

( M e d i c a l / S u r g i c a l )

H o s p i t a l  R o o m  & B o a r d  $60 $28 -53%

a n d  A n c i l l a r i e s

(Psychiatric)

H o s p i t a l  R o o m  & B o a r a  $28 $13 -54%

a n d  A n c i l l a r i e s  

( Su bs t a n c e  Abuse)

T O T A L  $376 $303 -19%

CHIROPRACTIC

B e n e f i t s  p a i d  f o r  c h i r o p r a c t i c  s e r v i c e s  a l s o  s h o w e d  a s i g n i f i c a n t  
d e c r e a s e  ( - 3 6 . 6 % ) .  $ 5 0 9 , 2 0 5  o r  $ 4 1  p e r  e m p l o y e e  w a s  p a i d  in t h e

f i r s t  q u a r t e r  o f  1 9 8 9  c o m p a r e d  t o  3 3 5 , 7 6 0  o r  $26 p e r  e m p l o y e e  f r o m  
J a n u a r y  1 t h r o u g h  M a r c h  31, 1 9 9 0 .

T h i s  r e s u l t  w a s  i m p a c t e d  b y  t h e  $ 7 5 0  c a l e n d a r  y e a r  m a x i m u m  a d d e d  

t o  t h e  p l a n .  A  m o r e  d e t a i l e d  v i e w  o f  t h e  c h i r o p r a c t i c  e x p e r i e n c e  
f o r  t h e  f i r s t  q u a r t e r  o f  1 9 9 0  is p r o v i d e d  o n  T A B L E  18 i n  S e c t i o n  
6.

DENTAL

T h e  p l a n  a l s o  e x p e r i e n c e d  a d e c r e a s e  ( - 11.4%) in d e n t a l  b e n e f i t s  
o v e r  t i m e ,  f r o m  $ 1 6 7  p e r  e m p l o y e e  i n  f i r s t  q u a r t e r  1 9 8 9  t o  $ 1 4 8  p e r  
e m p l o y e e  i n  f i r s t  q u a r t e r  1990.

T h e  a d d i t i o n  o f  a $ 2 5  d e d u c t i b l e ,  t h e  c h a n g e  f r o m  9 0 %  cc-insurance 

t o  8 5 %  f o r  c e r t a i n  s e r v i c e s ,  l i m i t a t i o n  o n  f u l l - m o u t h  x - r a y s  a n d  
t h e  r e q u i r e d  p r e - t r e a t m e n t  a u t h o r i z a t i o n s  a l l  c o n t r i b u t e d  t o  t h i s  
r e s u l t .  T h e  i m p a c t  o f  t h e  i n c r e a s e  i n  t h e  a n n u a l  m a x i m u m  w i l l  
b e c o m e  m o r e  e v i d e n t  as t h e  y e a r  p r o g r e s s e s .
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1 2 0 0

1 0 0 0

BOO -

6 0 0  -

4 0 0  -

2 0 0  H

S T A T E  O F  A L A S K A
HEALTHCARE PLAN SAVINGS

P E R  E M P L O Y E E

i t m

1ST QTK 1 9 9 0  

1ST QTK 1989

$ 6 8  x  1 3 1 2 9  =; $ 8 9 2 ,7 7 2

(SAVINGS PKB KB) (EMPLOYEES) (1ST  QTR 90  SAVINGS)
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S T A T E  O F  A L A S K A
TOTAL HEALTHCARE CLAIM COSTS

AETNA INDEMNITY $ 8 0 8

P E R  E M P L O Y E E

4.: :• r.
■ ' . ' .

OTHER PLAN COSTS:

UTIUZITION MGT. 9 1 8  
UAH. ORDER DRUG 9  3  
PRBSCR DRUG CARD 9 1 4  
VISION SERV. PLAN $2B

TOTAL 96 1

OTHER PLAN COSTS $61

1ST QUARTER 1990

15
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KEY INDICATORS 
(PER EMPLOYEE)

r \

STATE OF ALAFKA 
SUMMARY OF EXPENSE 

PAID  CLAIMS 
AC TIVE EMPLOYEE GROUP

1ST QTR. 
1989

STATE OF ALASKA

1ST QTR. 
1990 % CHANGE

DOLLAR
CHANGE

n

TABLE 1

AETNA BOOK OF BUSINESS

1989 1 99 0 % CHANGE

GROSS SUBMITTED $ 1 ,5 7 5
EXPENSES

C LAIM  AD M IN ISTR ATIO N  $ 225
SAVINGS & OTHER NOT COVERED

EXPENSES COVERED $ 1 ,3 5 0

EXPENSES P A ID  BY 
EMPLOYEES

$ 1 ,4 5 7

$ 275

$ 1 ,1 8 2

- 7 . 5

22.2

- 1 2 . 5

-$118

$50

- $168

$881

$172

$709

$958

$195

$ 763

8 .7

1 3 .4

7 .6

DEDUCTIBLE $91  $85
CO-PAY $80  $72

TOTAL COST SHARING $ 171  $157

COST SHARING AS 1 2 .7%  13.3%
% OF COVERED

COB $ 144  $118

EXPENSES P A ID  BY
PLAN $ 1 ,0 3 5  $ 906

TOTAL EXPENSES P A ID  BY PLAN $ 1 ,0 3 5  $951
INCLUDING VSP, PAR, MEDCO

NUMBER OF EMPLOYEES: 1ST QUARTER 1 98 9  1 2 ,7 3 2

1ST QUARTER 1990 1 3 ,1 2 9

- 6 . 6
-1 0 .0

-8 .2

4 .7

- 1 8 . 1

- 1 2 . 5

-8.1

-$6
-$8

-$14

- $ 2 6

•$ 1 2 9

-$ 8 4

$55
$69

$124

17.5%

$22

$ 556

$60
$75

$ 135

1 7.7%

$21

$ 599

9 .1
8 .7

8 .9

1.0

-4 .5 %

7 .7

16



S T A T E  O F  A L A S K A
N E T  P A I D  P E R  E M P L O Y E E  

T R E N D

1 2 0 0

1 0 0 0

800

600

4 0 0

2 0 0

0

1ST Q. 1989  1ST Q. 1990

2 2 3  AETNA B.O.B. H H  STATE OF ALASKA
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H E A L T H C A R E  U T I L I Z A T I O N  

P E R  1000 EE'S

A D M I S S I O N S  

P A T I E N T  DA Y S  

A V E R A G E  L E N G T H  O F  S TAY 

S U R G I C A L  P R O C E D U R E S  

IN P A T I E N T  

O U T P A T I E N T  

% I N P A T I E N T

N U M B E R  O F  E E' S

S T A T E  O F  A L A S K A  T ABL E 2

S U M M A R Y  O F  H E A L T H C A R E  U T I L I Z A T I O N  

PAID CL AI M S  

A C T I V E  E M P L O Y E E  G R O U P

S T A T E  O F  A L A S K A  A E T N A  B O O K  O F  BU SIN ES S

1ST Q U A R T E R  1ST Q U A R T E R  1ST Q U A R T E R  1ST Q U A R T E R

1989 19 9 0  % C H A N G E  1989 1990 % C H A N G E

65 53 - 18.7

424 342 -19.3

6.5 6.5 -0.7

50 48 -5.5

255 264 3.4

16.5% 15.3% -7.3

49 46 -6.1

300 270 - 10.0

6.1 5.9 -3.3

41 39 -4.9

163 166 18.4

20.1% 18.9% -6. 0

12,732 13, 129  3.1
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