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MEMO

TO: R e p r e s e n t a t i v e  P e t e  K n o t t  ( f a x  6 9 4 -8 9 4

FROM; R o la n d  E .  G o w e r, M .D .,  C o u n s e l o r
A n c h o r a g e  M e d ic a l  S o c i e t y

S U B J; "A n y  W i l l i n g  P r o v i d e r "  l e g i s l a t i o n

DATE: S e p te m b e r  3 0 , 1 9 9 5

I  w as u n a b l e  t o  a t t e n d  t h e  m e e t i n g  t h i s  m o r n in g  c o n c e r n i n g  " a n y  w i l l i n g  
p r o v i d e r "  l e g i s l a t i o n ,  a n d  w a n te d  t o  p r e s e n t  y o u  my f e e l i n g s  i n  w r i t i n g .  
I  f e e l  t h a t  t h i s  i s  a n  i m p o r t a n t  p i e c e  o f  l e g i s l a t i o n  a n d  s h o u l d  b e  
p a s s e d  t h i s  y e a r .  I t  i s  i m p o r t a n t  i n  t h a t  i t  p r o t e c t s  t h e  i n d e p e n d e n c e  
a n d  a u to n o m y  o f  m e d i c a l  c a r e  p r o v i d e r s .  I  t h i n k  t h e  o v e r w h e lm in g  
m a j o r i t y  o f  t h e  m e d i c a l  c o m m u n ity  i s  c o g n i z a n t  o f  t h e  n e e d  t o  d e c r e a s e  
c o s t s  a n d  im p ro v e  t h e  e f f i c i e n c y  i n  p r o v i d i n g  m e d i c a l  s e r v i c e s .  H o w e v e r , 
a  g r e a t  m a j o r i t y  o f  u s  d o  n o t  w a n t  t o  s i g n  c o n t r a c t s  a n d  b e  t o l d  how  t o  
p r a c t i c e  m e d i c i n e  a t  t h e  d i r e c t i o n  o f  a n  IIMQ. I t  s e e m s  t o  me t h a t  i f  a  
p r a c t i t i o n e r  i s  w i l l i n g  t o  o f f e r  t h e  sa m e  s e r v i c e  f o r  t h e  sam e  p r i c e  a s  
a  c o n t r a c t  p h y s i c i a n ,  t h a t  o n e  s h o u l d  b e  a l l o w e d  t o  d o  t h a t  w i t h o u t  
b e i n g  u n d e r  c o n t r a c t .  O b v i o u s l y ,  t h i s  a l s o  p r o t e c t s  t h e  p a t i e n t  i n  
a l l o w i n g  th e m  t o  c h o o s e  a n y  d o c t o r  t h a t  t h e y  w is h  w ho i s  w i l l i n g  t o  w o rk  
f o r  t h e  sam e f e e .  I  s t r o n g l y  u r g e  y o u  t o  s u p p o r t  t h i s  l e g i s l a t i o n  a n d  
w o rk  to w a r d  i t s  p a s s a g e .

R E G :b a r



Aetna Life Insurance Company
Aetna Health Plans Steven M. LeBrun
Suite  1600  C entuiy  S q u a re  S en io r A ccount M anager
1501 Fourth A venue (2 0 6 )4 6 7 -2 8 0 3
S ea ttle , WA 98101 Fax: (206) 467-2087
Mail: P .O . Box 91032 (98111-9132)

October 4, 1995

Representative Pete Kott, Chairman 
House Labor and Commerce Committee 
10928 Eagle River Rd., Suite 141 
Eagle River, Alaska 99577

Dear Representative Kott:

This letter is in follow up to Aetna’s testimony on House Bill 266 to your Committee on September 27 in 
Anchorage.

At the close of the hearing, you asked all parties to review Representative Rokeberg’s proposed 
Committee Substitute, which was not made available prior to the hearing. We have reviewed the bill and 
concluded that the clarifying sections which have been added to the original bill (Sections 2 and 5) do not 
materially change the impact of Section 1, which is identical to the original version of the bill. If passed, 
the legislation would still effectively put an end to PPO agreements in Alaska. Aetna continues to 
oppose the legislation for this reason and urges you to keep HB 266 in the Labor and Commerce 
Committee.

One point which was made by all of the witnesses in opposition to the bill is that Section 1 would either 
immediately or over time eliminate any incentive for a hospital or provider to offer a discounted rate.
The reason for the elimination of incentive is that the predictability of hospital patient volume which 
results from a PPO agreement allows a provider to be more efficient. Greater efficiency allows the 
discounting of linkage of patient volume for “preferred" prices, we believe the economics of any provider 
agreement related to prices will not be sustainable. Allowing any provider to meet the terms of a PPO 
agreement would in effect remove predictability of patient volumes and therefore the ability o f a provider 
to manage for efficiency.

A primary reason for high hospital rates is the large unused capacity in hospitals which adds fixed 
facility and personnel costs even while that capacity is not being fully used. PPO agreements help to 
keep capacity and personnel costs closer in line with utilization.

The Committee Substitute does now recognize that self-funded employer plans are exempted due to 
ERISA provisions. What was not discussed at the hearing, however, are the implications of this 
exemption. It is the larger employer who has the financial circumstances and resources to consider a 
self-funded arrangement in lieu of a conventionally-insured policy. For these employers, then, any 
preferred provider arrangements they may have in place or choose to establish will not be impacted by 
HB 266.
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It is instead the small employer desiring a preferred provider arrangement who will effectively be denied 
that opportunity, since it is not financially feasible for such employers to assume the economic risks and 
cost unpredictability inherent in self-funded/self-insured arrangements. And it is arguably the small 
employer who struggles most to provide affordable health insurance for his or her employees and their 
families and who would benefit most from the collective purchasing power and reduced costs available 
through insurer-administered preferred provider arrangements.

Preferred provider and other managed care arrangements are a proven vehicle for managing health 
benefit costs, and they can do so without shifting cost to employees and their families through higher 
plan deductibles, higher insurance payroll deductions, or the reduction of benefits. Numerous surveys 
show that employee and patient satisfaction levels are as high as or higher than those for traditional 
plans. Mature managed care plans integrate the financial aspects of care delivery with an equal focus on 
clinical quality management, wellness and preventive care promotion, and the screening and evaluation 
(i.e. “credentialing") of providers based on far more information that is available to the lay person 
operating in the real world of health care delivery.

As regards the issue of freedom of choice, Aetna and other insurer’s preferred provider arrangements 
allow individuals access to a plan of benefits that provides each consumer the choice to participate in a 
plan that optimizes cost-effectiveness and minimizes family out-of-pocket costs, while still providing 
meaningful and significant reimbursement regardless of the health care provider or facility chosen.

Thank you for the opportunity to testify on this most important issue. Please let us know if you need 
additional information.

Regards,

Steven M. LcBrun

SML/vf

A e tn a  Life In s u ra n c e  C o m p a n y
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DEPARTMENT OF COMMERCE AND 
ECONOMIC DEVELOPMENT

DIVISION OF INSURANCE
P.O. BOX 1 tosos JUNEAU, ALASKA 9MI14WS P>t0NE(0O7) 4BS-2B16

TONY KNOWLES, GOVERNOR

March 22. 1995

The Honorable Tim Kelly
Chairman, Senate Labor & Commerce Committee
Alaska State Senate
Room 101 State Capitol
Juneau, AK 99801-1182

Dear Senator Kelly:

During and following my testimony before your committee last Thursday. 
March 16, 1995, you asked for a written response to several questions. As I 
understand the request, the questions are:
What does AS 21.36.090(d) do?
Is AS 21.36.090(d) a mandate of coverage?
Discuss a generic form of AS 21.36.090(d).
Are Preferred Provider Organizations (PPO's) legal in Alaska?
What does proposed AS 21.36.090(e) do?
The attached discussion attempts to respond to these questions and I hope 
that It docs so clearly. Attached to the discussion paper is an attachment 
providing the language i'or selected sections of the hospital or medical 
service corporation chapter In the Insurance Code. The second 
attachment la the NAIC Preferred Provider Arrangement Model Act. If this 
whole thing causes additional questions. Ill be happy to address them. My 
direct line Is 465-2577. Thanks.

Very truly yours,

Chief of Market Surveillance
Attachments
9 5 0 3 2 2  0 0  T K 1
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D ISCUSSIO N  OF  AS 21 .36.090(d ), (e), and PPO ’S

AS 21.36.090(d)

With the introduction of SB 100, there has been considerable discussion centered on the effect of 
AS 2 1.36.090(d). This subsection of law is in the section dealing with unfair discrimination 
issues in life and health insurance. Subsection (d) is focused on group health expense incurred 
types of policies or indemnity type contracts. The statute states:

(d) Except to the extent necessary to comply with AS 21.42.365 and AS 21.56, a 
person may not practice or permit unfair discrimination against a person who provides a 
service covered under a group disability policy that extend* coverage on an expense 
incurred basis, or under a group service or indemnity type contract issued by a 
nonprofit corporation, if the service la within the scope of the provider's occupational 
license. In this subsection, "provider* means a state licensed physician, dentist, 
osteopath, optometrist, chiropractor, nurse midwife, advanced nurse practitioner, 
naturopath, physical therapist, occupational therapist, psychologist, psychological 
associate, or licensed clinical social worker, or certified direct-entry midwife.

Certain policies of insurers, any "group disability policy that extends coverage on an expense 
incurred basis," are impacted, as are contracts of hospital medical service corporations any "group 
service or indemnity type contract issued by a nonprofit corporation."

W hat does AS 21 .36.090(d ) do?
AS 21.36.090(d) is intended to prevent an insurer or a hospital medical service corporation from 
discriminating against a provider who provides a service or treatmem covered by its contract, that 
is performed within the scope o f tho occupational license for the providers* profession.
An example would bo a policy that provides coverage for treatment o f a headache. If treatment of a 
headache can be performed by a physician, & dentist, an osteopath, or a naturopath, under the 
occupational license of each of those professions, then the insurer cannot exclude treatment by any 
one of them. This can and has generated some greater specificity concerning what is covered. 
Some coverages extend only to procedures in a nwpital, such as ones them  for a surgical 
procedure performed in A hospital. This obviously excludes soon professions who do not have 
access to a hospital as a provider.
Concern has arisen that expansions of the defined providers under this statute would result in 
increased costs as tho mynad practices drive up coats. There has been no evidence of that 
occurring and in fact some suggestion that the opposite is true. In past hearings concerning 
revisions to this statute, there has been testimony presented to the effect that the care or treatment 
can be provided by some professions at a reduced cost In any event, insurers have and currently 
use tools fee controlling this concern. The primary of these is the use of indemnification or 
reimbursement at the usual customary and reasonable charges for a service or treatment. 
Copayment and deductible features are also utilized An additional tool is a reasonable review of 
the medical necessity of a procedure ox tnutmem. Specificity In the contract language as totbo 
extent and limits to coverage is also appropriate. Foe example, there is a difference between 
counseling and psychological counseling which the Insurer can precisely reflect In its coverage 
structure without engaging in an unfair discrimination among providers.
The logic given for this statute over the years has been that if the state licenses a provider to 
perform services or procedures within a stated scope of practice, it has established a policy to allow 
that profession to practice. It would therefore be inappropriate to allow that profession to be 
discriminated against by insurers.

. 0 3
3
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DISCUSSIO N OF AS 21.36.090(d), («), and  PP O 'S

Docs th is s ta tu te  constitute a  m andate of coverage?

The Division of Insurance contends that AS 21.36.Q9Wd) is not a mandate of coverage, it docs 
not tell an insurer that it must provide particular coverages. It merely states that if the coverage is 
provided, the insurer cannot discriminate against a listed practitioner who can provide the service 
or treatment within the scope o f practice for that profession.

la the  listing  o f providers in  AS 2136.090(d) the only way to  address 
discrimination?

AS 21.36.090(d) was first enacted in 1966 (Sec. 1 ch 120 SLA 1966) and defined provider as a 
state licensed physician, dentist, osteopath, optometrist, or chiropractor. It was amended on a 
number of occasions adding tho following professions:

nurse midwife Sec. 1 ch 80 SLA 1983
advanced nurse practitioner Sec. 1 ch 56 SLA 1988 
naturopath Sec. 28 ch 2 FSSLA 1987
.........................  Sec. 28 ch 2 FSSLA 1987

Sec. 28 ch 2  FSSLA 1987

S e p - 1 8 - 9 5  l O : 5 3 A  p -
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physical therapist 
occupational therapist
psychologic Sec. 139 ch 67 SLA 1992
psychological associate Sec. 139 ch 67 SLA 1992
licensed clinical social worker Sec. 139 ch 67 SLA 1992
certified direct-entry midwife Sec. 1 ch 51 SLA 1993

SB 100 proposes to add the following professions to the definition of provider in 090(d): 
physician assistant 
acupuncturist

By defining “provider” in this way, licensed professions not listed in 090(d) effectively can be and 
are discriminated againsL If the argument is accepted that legislative enablement of a particular 
medical profession constitutes a legislative policy decision to allow that profession to practice and 
that it is inappropriate to permit discrimination against that profession, than there is another method 
of achieving discrimination protection. This can be done by revising the existing 090(d) to remove 
(be last sentence which cootains the definition and by making minor editorial changes in the first 
part of the statute as follows:

(d) Except to the extent necessary to comply with AS 21.42.365 and AS 21.56, a 
person may not practice or permit unfak discrimination against a person who provides a 
service covered under a group disability policy that extends coverage on an expense 
incurred basis, or under a group service or indemnity type contract issued by a 
nonprofit corporation, if the service is within the toqpc of the person's [PROVIDER'S] 
occupational license. [IN THIS SUBSECTION, “PROVIDER" MEANS A  STATE 
LICENSED PHYSICIAN, DENTIST. OSTEOPATH, OPTOMETRIST, 
CHIROPRACTOR, NURSE MIDWIFE, ADVANCED NURSE PRACTITIONER, 
NATUROPATH, PHYSICAL THERAPIST, OCCUPATIONAL THERAPIST. 
PSYCHOLOGIST, PSYCHOLOGICAL ASSOCIATE, OR LICENSED CLINICAL 
SOCIAL WORKER, OR CERTIFIED DIRECT-ENTRY MIDWIFE.]

Preferred Provider Organization!
For some time the Division of Insurance has focused on a single statute as the basis for the position 
that a Preferred Provider Organization (PPO) is not authorized in Alaska. That statute is AS 
21.54.020(a).

Page 2



D ISCUSSION  O F  AS 21 .36.090(d ), (e), and PPO ’S
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AS 21.54.020. DIRECT PAYMENT OF HOSPITAL, MEDICAL SERVICES, (a) An 
insurer may, and npon written request of the covered person shall, within 30 working 
days after receiving a proof of loss statement, pay indemnities under a group disability 
policy directly to the provider of the hospital, nursing, medical, denial, or surgical 
services. The policy may not contain a provision requiring that services be provided by a particular kospital or person, except as applicable to a health mam'cnanct organization under AS 21.86. If the insurer pays indemnities to the covered person after the covered 
person has given the insurer written notice in the proof of lots statement of an election 
o f direct payment of indemnities to the provider o f the service, the insurer shall also pay 
those indemnities to the provider of the service. {Emphasis added)

There are several other statutes that, taken collectively, require statutory cliange before PPO's 
could operate in Alaska. This does not represent an opposition to the PPO mechanism, merely ihat 
the statutes do not currently provide for that mechanism.
How Blue Cross does ft
Some of the PPO issue arises from the way that a hospital/medical service corporation, primarily 
Blue Crow (hereafter "Blue"), operate* coupled with the fact that other insurers would like to be 
able to do thoae things as well. Blue is authorized under AS 21.87. It delivers health care 
coverage through the u»e of two contracts. The tint contract is a providers contract in which a 
medical care provider agrees to provide services and agrees to a level of remuneration from Blue 
far those services. Blue then sells a second contract to the end recipient of care. This contract is a 
subscription contract which provides access to the contracts it has entered into with die providers. 
This contract also provides what is intended to be incidental indemnity coverage so that care may 
be provided on a non-subscription basis. See AS 21.87.070(3), (4), 120(a)(2), 130(a)(2), 140, 
150, and 160 attached to this discussion.
These provisions effectively allow a different benefit to be provided for the subscription basis than 
for the indemnity basis. Note that AS 21.87.160(b) (2) infers a difference by its use of the phrase 
'if any.”
How an insurer does it
An insurer is defined in AS 21.90.900(24) as an indemnitor in the business of entering into 
contracts of insurance. Note also the definition of insurance in AS 21.90.900(22).

AS 21.90.900. DEFINITIONS FOR TITLE. In this title, unless the context requires 
otherwise,

(22) "insurance” means a contract whereby ooc undertakes to indemnify another 
ox pay or provide a specified or determinable amount or benefit upon determinable 
contingencies;

(24) "insurer" includes a person engaged as indemnitor, surety, or contractor in 
the business of entering into contracts of insurance or o f annuity;

These definitions do not ajmiear to allow an insurer to enter into subscription contracts of the type 
contemplated by AS 21.87. An insurer ia not an AS 21.87 corporation. An insurer is an 
AS 21.09 corporation. It roust have specific authorization to do the lands o f things a Blue can do. 
To accomplish this it must seek an authorizing statute.
Discrimination

A more relevant cite is AS 21.36.090(b) &  (d), which deals with unfair discrimination.

Page 3



DISCUSSION O F AS 21.36.090(d), (e), and PP O 'S
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AS 21.36.090. UNFAIR DISCRIMINATION.
(b) A  person may not make or permit unfair discrimination between individual* of the 

same class rad of essentially the same hazard in the amount o f premium, policy fees, or 
rates charged for a policy or contract of disability insurance or m the benefits payable, or in any of the terms or conditions ofthe contract, or in any other manner whatever. (Emphasis added)

(d; Seepage 1.
AS 21.36.090(b) impacts only insurers but not Blue because it does not contain the phrase "a 
group service or indemnity two contract issued by a nonprofit €01001*000", while AS 
21.36.090(d) impacts both. This is important because the limit* placed on an insurer for the forms 
of prohibited discrimination are very broad and would appear to provide a barrier without other 
statutes. In particular, the phrase "in the benefits payable, or in any of the terms or conditions of 
the contract, or in any other manner whatever" appears to be a bamcr.
Conclusion regarding PPO’s
The Division of Insurance believes that an insurer operating a PPO would be in violation of AS 
21.36.090(b). The Division is uncomfortable with the notion that a PPO can be operated under 
current lav? without specific authorizing language. We do not believe that this was intended by the 
legislature when it drafted the various statutes cited. A  number of states have felt similar 
constraint*, and specific statutes have been adopted. The National Association of Insurance 
Commissioners has prepared a Preferred Provider Arrangements Model Act which is attached to 
this discussion. For example, PPO's operate in Florida, but Florida has an enabling statute.

W hat does proposed AS 21.36.090(e) do?
The work draft CS for SB 100(L&C) dated 3/15/95 adds a new subsection (e) to AS 21.36.090 
which reads:

(e) Except as otherwise required by law, a person may not unfairly discriminate against 
a hospital that provides a service covered under a group disability policy that extends 
coverage on an expense incurred basis 00 under a group service or indemnity contract 
issued by a corporation, if the service is within the scope of the hospital's license. In 
this subsection, "hospital" has the meaning given in AS 18.20.130.

This section appears to move away from managed care and PPO’s. As to insurers, this causes no 
conflict with the Division’s existing view of statute. However the impact on hospital or medical 
service corporations is substantial. This proposal would entirely restructure the way these 
corporation* roust operate and would further require a redrafting of much of AS 21.87. A hospital 
or medical service corporation is not an insurer. It is a prepaid health care service organization. As 
noted earlier, under the discussion on PPO's and “How Blue Cross does it," a hospital or medical 
service corporation delivers health care coverage through the use o f two contracts. The first 
contract is a contract with a hospital or medical tervice provider in which tha provider agrees to 
provide services and agrees to a level of remuneration for those services. Tbs hospital or medical 
service corporation then sell* a second contract called a subscription contract to the end recipient of 
care. Thus the subscription contract provides access to the service contracts entered into by the hospital or medical service corporation.
AS 21.87.150 (language appears on page 2 of Attachment #1) governs the hospital service 
agreement while AS 21.87.160 (language on same page) governs the subscription contract. 
Rearrangement of these sections would be necessary with imposition o f (190(e).
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The contractual structure under which a hospital or medical service corporation operates avoids the 
need for the usual capital and surplus requirements applicable to an insurer. This is because die 
contract contains provisions that are a financial obligation on the pan of the provider. I f  a 
noocontract provider or hospital is afforded the same status as-a contract provider or hospital 
without the obligations imposed by the contract, it would follow that there would be no reason for 
a contract provider or hospital to maintain that contractual relationship and contractual obligation 
since they would be in the game condition without it. However, with this proposed change, a. 
corporation formed under AS 21.87 would be no different than an insurer, except that it would not 
have any financial backup. If that occurs, then it would be simpler to repeal AS 21.87 and provide 
a mechanism for any existing corporation formed under AS 21.87 to become an insurer muter AS 
21.09.
This subscription contract also provides what is intended to be incidental indemnity coverage so 
that care may be provided on a non-aubicriptiort baiis. 090(e) has the potential to increase the 
incidence of indemnity utilization to the point that a corporation formed under AS 21.87 could no 
longer operate as intended.
One additional factor that may be relevant to consideration of this provision is AS 21,87.070(3) 
which states:

AS 21.87.070 QUALIFICATIONS FOR CERTIFICATE OF AUTHORITY. The 
director may not issue or permit to exist a certificate of authority to be or act as a service 
corporation to a corporation which does not fulfill the following qualifications:

(3) if a hospital service corporation, it must have fo force Rt all times while so 
authorized, service agreements with participant hospitals located in the areas of the 
subscribers* residences, convenient as to location and sufficient as to capacity and 
facilities reasonably to furnish the hospital services provided or proposed to be 
provided by the corporation to its subscribers;

If the reason for consideration of 090(e) is an actual discrimination against a hospital, then a review 
under AS 21.87.070(3) may be a more appropriate way to proceed before eliminating AS 21.87.

Attachments
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AS 21.87.070 QUALIF ICAT IONS FOR CERT IF ICATE  O F  A UTHO R ITY . The
director may not issue or permit to exist a certificate of authority to be or act as a service 
corporation to a corporation which does not fulfill tbc following qualifications:

(3) if a hospital service corporation, it must have in force at all times while so 
authorized, service agreements with participant hospitals located in the areas of tbs subscribers' 
residences, convenient as to location and sufficient as to capacity and facilities reasonably to 
furnish the hospital services provided or proposed to be provided by tire corporation to its 
subscribers;

(4 ) if a medical service coloration, it must have in face service agreements with 
participant providers located in the areus of the subscribers' residences convenient as to location 
and sufficient in numbers and facilities reasonably to furnish the medical and surgical services 
provided or proposed to be provided by the corporation to its subscribers;
AS 21.S7.120 SERV ICES AND BENEFITS W H ICH  M A Y  B E  PROV IDED , 
M ED ICAL SERV ICE CORPORATIONS, {a) A medical service corporation shall have the 
right to provide to its subscribers part or all of tho following sendees and benefits only

(1) medical and surgical services furnished to the subscriber by participant providers;
(2) indemnity in reasonable amount with respect to medical and surgical services 

fumiahed to the subscriber by nonparticipani providers, but subject to AS 21.87.070(4);
(3) indemnity in reasonable amount with respect to hospital services fumiahed the 

subscriber white under the care and treatment erf a participant provider or under the care and 
treatment o f another provider upon referral by apamripanl provider,

(4) indemnity in reasonable amount with respect to appliances, prosthetics, and similar 
devices and replacements, end ambulance, x-ray, physiotherapy, and similar services.

(b) This section does not prohibit the corporation from acting us compensated servicing agent 
as to health care services to be provided by a public agency, or under agreements between other 
parties not solicited by the corporation.
AS 21.87.130 SERV ICES AND BENEFITS W H ICH  M A Y  B E  PROV IDED , 
HOSPITAL SERV ICE CORPORATIONS, (a) A  hospital service corporation shall have the 
right to provide to its subscribers part or all of the following services and benefits only:

(1) hospital services furmihed to the subscriber by participant hospital*;
(2) indemnity in a reasonable amount with respect to hospital services ftimisbed to tta 

subscriber by nonparticipant hospitals, but subject to AS 21.87.070(3);
(3) indemnity in a reasonable amount for other health cars services, as defined in AS 

21.87.33011).
(b) This section does not prohibit the corporation from acting as compensated servicing agent 

as to health care services to be provided by a public agency, or under agreements between other 
parties not solicited by the corporation. .
AS 21,87.140 M ED ICA L SERV ICE AGREEMENTS, (a) A  medical service 
corporation shall enter into service agreements with providers licensed by the state only,

(b) Each service agreement .shall require the participant providers to furnish to subscribers of 
the service corporation the medical or surgical services, or both, that are, under the subscriber's 
contract, to be furnished by participant providers. This obligation to furnish the service, as 
provided fotf in the subscriber’s contract, shall bo a direct obligation of the participant providers to 
the subscribers as well as to the service corporation.

(c) Each service agreement shall further effectively provide in substance that
(1) the participant provider shall be compensated for services rendered to a subscriber 

in accordance with a schedule of fees contained b  the agreement or attached to and made a port of 
the agreement, and that the participant provider may not request or receive from die service 
corporation compensation for the services which is not in accord with the schedule;

‘ . 0 8
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(2) compensation for services may bo prorated and settled under the circumstances and 
in the manner referred to  in AS 21.87.300;

(3) if the participant provider withdraws from the agreement, the withdrawal may not 
be effective as to a subscriber’s contract in force on the date of the withdrawal until the termination 
of the subscriber's contract or the next anniversary of the subscriber's contract, whichever date is 
the earlier.

(d) The proposed form of the service agreement shall be filed with the director and is subject 
to the approval of the director under AS 21.87.180.

AS 21.87,150 HO SPITAL SERVICE AGREEMENTS, (a) A  hospital service 
corporation shall enter into service agreements with hospitals approved or licensed by tho state 
only.

(b) Each service agreement shall require the participant hospital to famish to subscribers of 
the service corporation the hospital services which are, under the subscriber's contract, to bo 
furnished by participant hospitals; and this obligation to furnish the service, os provided for in due 
subscriber's contract, shall be a direct obligation of the participant hospitals to the subscribers as 
well as to the service corporation.

(c) Each service agreement shall further effectively in substance provide that
(1) the participant hospitals shall be compensated for services rendered to a subscriber 

in accordance with a schedule of charges contained in the agreement or attached to and nurfr a part 
ofthe agreement, and that the hospital may not request or receive from the service corporation 
ccmpens ation for the services which is not in accord with the schedule;

(2) compensation for services may be prorated and settled under the circumstances and 
in the manner referred to in AS 21.87.300;

(3) if the participant hospital withdraws from the agreement, the withdrawal may not be 
effective as to a subscriber's contract in farce on the date of the withdrawal until the termination of 
the subscriber's contract or the next anniversary of the subscriber's contract, whichever date is the 
earlier.

(d) The service corporation shall terminate the service agreement o f a particular participant 
hospital, in addition to other bases of termination provided for in the agreement, if it is determined 
that the hospital bos knowingly charged or attempted to charge the service corporation for a service 
not actually rendered, or has knowingly violated a material provision of the service agreement.

(c) Toe proposed form of a  service agreement and of tee standard riders and endorsements to 
it shall be filed with the director and are subject to the approval of the director under AS 
21.87.180.

AS 21.87.160 SUBSCRIBER'S CONTRACTS, (a) Each subscriber's contract issued 
offer July 1,1966, by a service corporation constitutes a direct obligation of the participant 
providers ar participant hospitals of the service corporation to render the medical or hospital 
services, as the case may be, as agreed to be rendered by the participants in the subscriber's 
contract.

(b) Each subs iber's contract or certificate shall in adequate derail set out provisions from 
which can be readily determined

(1) tho services to which the subscriber is entitled from participant provider* or 
participant hospitals, as the case may be;

(2) the benefits, if  any, to which the subscriber is entitled on an indemnity basis, 
consistent with AS 21.87.120,21.87.130 and the other provisions of this chapter,

(3) the periodic subscription charge, rate or ore payable by or to the subscriber; or, if 
not so expressed and (be charge, rate or fee is subject to change, the subscriber's contract shall 
require that not less than 30 days' written notice of the new charge, rate or flee shall be given to the 
subscriber or the remitting agent of the subscriber before the change is effective;

> . 0 9
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(4) tho date when the respective services and benefits become available to the subscriber, date of expiration of the contract, and the terms, if any, under which the contract may be continued or renewed;(5) all other terms and conditions of the agreement between the parties consistent with this chapter,(6) that the subscriber’s contract sod riders and endorsements thereon or thereto, together with application therefor, if any, signed by the subscriber, aod identification issued to the subscriber, constitutes the entire contract between the parties.(c) A contract may cot restrict the subscriber's right to free choke of provider or hospital, but shall restrict benefits to be provided on a service basis to services rendered by participant providers and participant hospitals.(d) AD. exceptions and exclusions in die contract shall be printed and otherwise set out as prominently as the services or benefits to which they apply.(e) This title may not be construed to prohibit a service corporation from issuing contracts to groups of persons under a master contract. In uis event, however, each subscriber covered under the master contract shall be issued an individual certificate which shall set our In adequate detail the provisions itemized in (b) of tins ̂ ĉticu.(f) All proposed forms of subscriber’s contracts shall be filed with die director and are subject to the approval of the director under AS 21.87.180.
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Section 1. Short T ltk
This Act shall be known and may be cited na the Preferred Provider Arrangements Act.

Section 2. Purpose
The purpose of this Act is to encourage health core ccat containment while preserving quality o f 
care by allowing health care insurers to enter into preferred provider arrangements and by 
establishing minimum standards for preferred provider arrangements and the health benefit plans associated with those arrangements.
Drafting Note: Tho UM of the term “allowing* in this aecrian i» not intended to indicate thor health cam nuurcn

ore acting unlawfully in a state which bos not enacted a law allowing Preferred Provider 
Arrangements.

Section 3 . Definitions
Tho following words and phrases when used to this Art shall have the meanings given to them to 
this section unless the context clearly indicates otherwise:

A. Commissioner - The Insurance Commissioner of the State o f___________

SENT BYtXerox T e le c o p ie r 7021 ! 9 - U - 9 5  I 2 = 3DPH ! 9074653A22-* I#11

B . Covered Person-Any person on whose behalf the health care insurer is obligated to 
pay far or provide health care services.

C . Covered Services - Health care services which the health care insurer is obligated to pay for or provide under the Health Benefit Plan.
D . Emergency Care - Covered services delivered to a covered person who has suffered an 

accidental bodily injury or contracted a medical condition which reasonably requires 
the beneficiary or Insured to seek immediate medical care under circumstances or at 
locations which reasonably preclude the beneficiary or insured from obtaining needed 
medical care from a preferred provider.

B  Health Benefit Plan - The health insurance policy or subscriber agreement between the 
covered person or the policyholder and the health care insurer which defines tho 
covered services and benefit levels available.

F . Health Care Insurer - An insurance company as defined to
Page 1
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a hospital plan corporation as defined in___________________ ,a health
oarviow plan corporation as defined in_______________  a health mmntsnuooe
organization as defined in .

, or a fraternal benefit society as defined in .
Drafting Note; Thu definition may a0*3 to be modified to conform to the state’s service plan enabling statutes.

G . Health Care Provider - Providers of health care services licensed as required in this 
State.

H . Health Care Services - Services rendered onorodncts sold by a health care provider 
within the scope o f the provider's license. The term Includes, but is not limited to, 
hospital, medical, surgical, dental, vision, and pharmaceutical services or products.

I . Preferred Provider - A health care provider or group of providers who have contracted 
to provide specified covered services.

J . Preferred Provider Arrangement - A  contract between or on behalf of the health care
insurer and a preferred provider which complies with all the requirements of this Act.

Section 4 . Preferred Provider Arrangements
Notwithstanding any provisions of law to the contrary, any health care insurer may enter into 
Preferred Provider Arrangements,

A. Such arrangements shall:

(1) Establish the amount and manner of payment to the preferred provider. Such 
amount and manner of payment may include capitation payments for preferred 
providers.

(2) Include mechanisms which are designed to minimi?*? the cost of the health 
benefit plan. These mechanisms may include among others:
(a) The review or control o f utilization of health care services.
(b) A procedure for determining whether health care services rendered are 

medically necessary.
(3) Assure reasonable access to covered services available under the Preferred 

Provider Arrangement and an adequate number o f preferred providers to render 
those services.

B . Such arrangements shall cot unfairly deny health benefits for medically necessary 
covered services.

C . If an entiiy enters into a contract providing covered services with & health care 
provider, bit is not engaged in activities which would require it to be licensed as a 
health care insurer, such entity shall file with the Insurance Commissioner information 
describing its activities and a description of the contract or agreement it has catered into 
with the health care providers. Employers who enter into contracts with health care 
providers for the exclusive benefit of their employees and dependents are exempt from 
this requirement

Page 2
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Drafting Note: Section 4C it an optional section if a state desire* to require verification of PPO activity of non-

uuttrence entities.

Section 5, Health Benefit Plans
A. Health care insurers may issue health benefit plans which provide for incentives for 

covered persons to uso the health care services of preferred providers. Such policies or 
subscriber agreements shall contain at least the following provisions:
(1) A  provision that if a covered person receives emergency care for services 

specified in the Preferred Provider Arrangement and cannot reasonably reach a 
preferred provider that emergency care rendered during tbc course o f the 
emergency will be reimbursed as though the covered person had been treated by 
a preferred provider; and

(2) A  provision which clearly identifies the differentials in benefit levels foT health 
care services of preferred providers and benefit levels for health care services of 
non-prcferred providers.

B . If a health benefit plan provides differences in benefit levels payable to preferred 
providers compared to other providers, such differences shall not unfairly deny 
payment for covered services and shall be no greater than necessary to provide a 
reasonable incentive for covered persons to use the preferred provider.

Section 6. Preferred Provider Participation Requirements
Health care insurcre may p: a  reasonable limits ?n the number or classes of preferred providers 
which satisfy the standards set forth by the health care insurer, provided that there be do 
discrimination against providers on the basis of religion, race, color, national origin, age, sea or 
marital status, and further provided that selection of preferred providers is primarily based on, but 
not limited to, cost and availability of covered services and the quality of services performed, by the 
providers.
Drafting Notes; Categories of Discrimination • Individual stales may wish to add tddhJonsl protected classes in

accordance with stale laws or policies.

Section 7. G eneral R equirem ents

Health care insurers complying with this Act shall be subject to and are required to comply with all 
other applicable laws, rules and regulations of this State.

Section B. Regulation*

The Commissioner may promulgate regulations necessary to tbc enforcement and administration of 
this A ct

Quality of ScrWtci - The statement of a quality criorion at used in this section is aot intended 
to crcuc any higher standard of care fee delivery cf servicer by a preferred provider than is 
appropriate for other health care providers.

Page 3
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NA IC  Preferred Provider Arrangement* Model Act 
Section y. SeYefiuilny
If any provision o f this Act is declared invalid or unenforceable by a court of competent 
jurisdiction, the remaining provisions which arc severable from the invalid provisions shall remain 
in force and effect.
Drafting Note: If •  state elects to permit exclusive provider arrangements, tbs folio wing section should be ■d'H

to the Act:

Notwithstanding any other provision of this Act, health care insurers may issue policies or 
subscriber agreements which provide benefits for health care services only if the services have 
been rendered by a preferred provider, provided the program has met all standards imposed by the 
Commissioner for availability and adequacy of covered services.

A ttachm en t #2

Legislative History (all references are to the Proceedings o f the N A IO . 
1987 Proc. 1 11, 19 ,652 ,713 .716 -718  (adopted).
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April 7, 1975

The Honorable Peie KoitHouse of Representatives
Labor and Commerce Committee Chairperson
Juneau, Alaska 9980!

Dear Mr. Kott:
The Medicine Department of the Medical Staff at .Alaska Regional Hospital has unanimously 
endorsed House Bill #266, ".An act relating to preferred provider agreements offered by hospital 
or medical service corporations*. We urge passage of House Bill #266 out o f committee and 
passage of tlie bill by the legislature. (Those 46 physicians present for Lhe vote on this action 
taken on April 7, 1995 are listed below and on the next page).

.As physicians we tire concerned when patients are prevented from seeing the physician and 
using the hospital of their choice or are financially penalized for doing so. We support this bill 
as a way o f continuing to Assure consumer freedom of choice o f hospital and other providers.

Thank you for your consideration of this important health care issue and for passing the bill out 
of your committee.

David E. Peach. MD Chairperson, Department of Medicine
DEP/jmh
ec: Libor am! Commerce Committee MembersHealth &. Social Service Committee Members
Department of Medicine Members Present
Mark Agnew, MD
Beth Baker, MD
Ronald Boisen, MDJeanne Bonar, MDWilliam Bowers, MD
'SHI I VlVtrr
r .o . Box IDHKV 
Anchr.Mfp. AK 99514-31^
'•W-27h-111 l it '/tV-Avl-li lt

Sincerely,



i'HP. 111 -CIIIW1 HMM r'lFfifM'il STPFf- -il'tV" , ‘'h-4 1414 R .  -1

The. Honorable Pete Kott 
House of Representatives Labor and Commerce Committee t.’haimcrson

.■woanmentof Medicine Mnmhcr.s Present Continued
Keith Hrownsberger. MD
Richard Buchanan, MD
Robert Bundteen, MD
Mary DeMers, DO
Prank Domurat, MD
Wayne Downs, MD
Richard Farleigb, MD
Glenn Ferris, MD
Shirley Fraser, MD
Sheryl Gale, MD
Gregory C-erboth, MD
Thomas Gordon, MD
Shawn Hadley, >.1D
Hans Hager, MD
David Hentry, MD
Charles Herndon, MD
Kris Hirata, MD
Morris Horning. MD
Peter HuJman. MD
Burton Janis, MD
Janies Jolin, MD
Jamce Kastella, MD
Jayish Makim, MD
Anne Morris, MD
John Mues, MD
Richard Neubauer, MD
Patrick Nolan. DO
David Peach, MDKenneth Perrier, MD
William Ragle, MD
George Khyneer, MD
Lee Schlosstein, Ml)
Charles Shannon, MD 
Thomas Shreves, MD 
Marjorie Smith, MD 
Paul Steer, MD 
Mary Stewart, MD 
Latha Subramanian, MD 
James Watson, MD 
Dale Webb, MD 
Thonm  Wood, MD
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The Honorable Pets Kott
Hours o f Representatives
Labor and Commerce Committee Chairperson
Juneau. Alaska 99801

Dear Mr. Kott:
•Tie Pediatric Department of the Medical Staff at Alaska Regiunai Hospital has unanimously 
endorsed House Hill £266, "An act relating to preferred provider agreements official by hospital 
• >r medics! service corporations’ . We urge passage of House Bill £266 mu of cotmuiuee and 
passage of the bill by the legislature. 'Those 7 physicians present for the vote on this action 
taken on April 5, 1995 are listed below).

As physicians we are concerned when patients are prevented Irotn seeing die physician and 
using the hospital o f their choice or are financially penalized for doing so. We support this bill 
as a way of continuing to assure consumer freedom of choice of hospital and other providers.

Thanh you for your eu'ssideratkin o f this important health care issue and for passing the bill out 
of yottr committee.

Sincerely,
a r\' \ [ \ ft * v I \ < .* \

\ \  n i l / \ y \  i v\

Chairperson, Department of Pediatric?; 

/FB/jmh

Labor and Commerce Committee Members 
Health &  Social Service Committee Members

Department of Pediatric Members Present
Karl Boll, MD
Je ff Brand. MD
James Briggs, MD
Bruce Chandler, MD

Clinton Lillihridge, MD 
Donald Pickering, MD 
Diuiid Tulip, MD

■>H!U Dt'H.irr 
r . O .  TJox tW U W  
Ancl orjuf. AKVtSl'MW# 
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S t a t e s  W e i g h  P l a n s  T o  D i s m a n t l e  A l l  o r  P a r t  o f  T e n u r e  L a w s

" W e  w a n t  t o  b e  a b l e  t o  a s s u r e  t h e  p u b l i c  t h a t  

q u a l i f i c a t i o n s  f o r  c l a s s r o o m  i n s t r u c t i o n  a r e  t h e  f i r s t  

c o n s i d e r a t i o n  f o r  e m p l o y m e n t  a n d  n o t  n e c e s s a r i l y  

s e n i o r i t y . ”

-  Carl Rose, Association of Alaska School Boards

" S c h o o l  d i s t r i c t s  w a n t  t o  h e l p  t e a c h e r s  g e t  t h e  

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

t h e y  n e e d  t o  b e  s u c c e s s f u l .  E x t e n d i n g  t e n u r e  

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

j u s t  t h a t . ”

-  Carl Rose, Association of Alaska School Boards

" T e n u r e  r e f o r m ,  a  g r o w i n g  s e n t i m e n t ”

-  Education Week, American Education’s Newspaper of Record

" I  t h i n k  t h i s  h a s  b e e n  c o m i n g  f o r  q u i t e  a  w h i l e . ”

-  Education Commission of the States

" I f  [ t e a c h e r s ]  a r e  s m a r t ,  t h e y i l  l o o k  a t  t h i s  a s  a n  

o p p o r t u n i t y  t o  e l e v a t e  t h e  p r o f e s s i o n .  I  d o n ’t  k n o w  

a n y o n e  w h o ’s  m o r e  u p s e t  a b o u t  a  b a d  t e a c h e r  t h a n  a  

g o o d  t e a c h e r . ”

-  California Secretary of Child Development and Education



T h e  T r e n d :  T e n u r e  H e a d l i n e s

" S T A T E S  S E E K  T O  O V E R H A U L  T E N U R E  L A W S ’’

•  A l a s k a
Bills s e e k  to  e x te n d  te n u r e  a c q u is itio n , a llow  for layoff w h e n  r e v e n u e s  d e c lin e , s tr e a m lin e  a  
c o s tly  n o n re te n tio n  p r o c e s s .

•  C a l i f o r n i a
G o v e rn o r ’s  p ro p o s a l  w ou ld  sp e c if ic a lly  e lim in a te  te n u re . S a y s  th e  G o v e rn o r , “G o o d  t e a c h e r s  
d o n ’t n e e d  te n u re ,  [and ] o u r  c h ild ren  c a n ’t affo rd  a  t e a c h e r  w h o  is ju s t  p u n c h in g  th e  c lo c k .”
H e a ls o  p r o p o s e s  to  a b o lish  C a lifo rn ia ’s  e n tire  e d u c a tio n  c o d e  a n d  s ta r t  o v e r.

•  C o n n e c t i c u t
In 1 9 9 3  th e  C o n n e c t ic u t  le g is la tu re  tried  to  a m e n d  te a c h e r  te n u r e  law s th a t  w o u ld  h a v e  
a d d e d  n e w  c a u s e s  fo r d ism iss in g  a  te n u re d  te a c h e r :  T h e  fa ilu re  to  d e m o n s t r a te  p e r fo rm a n c e  
th a t  p ro m o te s  s tu d e n t  a c h ie v e m e n t  o r  th e  fa ilu re  to  ta k e  p a rt in ac tiv itie s  th a t  e n h a n c e  
p ro fe s s io n a l  g ro w th . M e m b e rs  of th e  le g is la tu re ’s  Jo in t E d u c a tio n  C o m m itte e  a r e  n o w  
p ro p o s in g  th a t  C o n n e c tic u t  re q u ire  five y e a r s  of s e rv ic e  for te n u r e  in s te a d  of th re e .

•  N e w  J e r s e y
G o v e rn o r  h a s  in tro d u c e d  a  p ro p o s a l  req u irin g  te a c h e r s  to  u n d e rg o  p e rio d ic  re c e r tif ic a tio n  to  
k e e p  th e ir  l ic e n s e s .

® N e w  Y o r k
L e g is la tu re  h a s  a l r e a d y  s tr e a m lin e d  its p ro c e d u r e s  fo r d isc ip lin ing  t e a c h e r s ,  b u t a  n e w  bill 
h a s  b e e n  d ra f te d  th a t  w ou ld  re q u ire  t e a c h e r s  to  b e  l ic e n s e d  e v e ry  th re e  y e a r s  a n d  u n d e rg o  a  
te n u r e  rev iew  e v e ry  five y e a rs .

•  O h i o
G o v e rn o r ’s  p ro p o s a l  w ou ld  re q u ire  t e a c h e r s  to  te a c h  a t  le a s t  fo u r  o f th e  p a s t  s ix  y e a r s  in th e  
s a m e  d is tr ic t to  a c h ie v e  a  “c o n tin u in g  c o n tra c t"  s ta tu s .  A lso p r o p o s e s  a  s ta t e  e d u c a t io n  
lic e n s in g  b o a rd  th a t  w ou ld  e v a lu a te ,  r e m e d ia te , a n d , if p e r fo rm a n c e  is ju d g e d  u n s a tis fa c to ry , 
r e l e a s e  t e a c h e r s .

•  S o u t h  D a k o t a
G overnor is introducing legislation that would give school boards m ore flexibility to nonretain ineffective 
teachers.

•  T e x a s
S e n a te  E d u c a tio n  C o m m itte e  p ro p o sa l  w ou ld  m a k e  it e a s ie r  to  d is m is s  t e a c h e r s :  T h e y  c o u ld  
b e  fired  a f te r  tw o  c o n s e c u t iv e  u n s a tis fa c to ry  rev ie w s . G o v e rn o r  h a s  p ra is e d  th e  bill fo r 
e n c o u ra g in g  in n o v a tio n  a n d  in c re a s in g  local co n tro l of s c h o o ls .

•  W i s c o n s i n
S e n a te  la w m a k e rs  re c e n tly  p a s s e d  a  bill re p e a lin g  te n u re . G o v e rn o r  s u p p o r ts  th e  bill, a n d  
h a s  p re v io u s ly  in tro d u c e d  s im ila r bills. T h e  R e p u b lic a n -le d  le g is la tu re  is e x p e c te d  to  p a s s  th e  
bill in to  lav; s o o n . O th e r  bills w o u ld  re p e a l  d e  n o v o  ty p e  law s th a t  re c e n tly  c o s t  th e  s ta t e  
$ 2 0 0 ,0 0 0  to  n o n re ta in  tw o  s c h o o l  e m p lo y e e s .

STATES THAT HAVE AMENDED TENURE LAW S IN THE PAST FEW YEARS
•  C O L O R A D O  (R e p e a le d  te n u re )  •  M A S S A C H U S E T T S  •  N E W  Y O R K
• F L O R I D A  •  M I C H I G A N  •  O K L A H O M A
SOURCE: EDUCATION WEEK, MARCH 1,1995, WSBA APRIL 18,1995, EDUCATION COMMISSION OF THE STATES, 1995
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UNITED STATES OF AMERICA 
FEDERAL TRADE COMMISSION 

WASHINGTON. D.C. 20580

F e b r u a r y  4 ,  1 9 9 3

T h e  H o n o r a b l e  J o s e p h  P. H a z u r e k  
A t t o r n e y  G e n e r a l  o f  t h e  S t A t e  o f  M o n t a n a  
J u s t i c e  B u i l d i n g  
H e l e n a ,  MT 5 9 6 2 0

D e a r  M r .  A t t o r n e y  G e n e r a l *

T h e  s t a f f  o f  t h e  F e d e r a l  T r a d e  C o m m is s io n 1 i s  p l e a s e d  t o  
s u b m i t  t h i s  r e s p o n s e  t o  y o u r  r e q u e s t  f o r  v i e w s  o n  t h e  p o s s i b l e  
c o m p e t i t i v e  e f f e c t s  o f  m a i n t a i n i n g  i n  p l a c e  t h e  r e c e n t l y - e n a c t e d  
“a n y  w i l l i n g  p r o v i d e r "  l a w ,  w h i c h  i s  s e t  t o  s u n s e t  i n  J u l y  1 9 9 3 .  
T h i s  l a w  l i m i t s  t h e  a b i l i t y  o f  p r e f e r r e d  p r o v i d e r  o r g a n i z a t i o n s  
( " P P O s " )  t o  a r r a n g e  f o r  s e r v i c e s  t h r o u g h  c o n t r a c t s  w i t h  h e a l t h  
c a r e  p r o v i d e r s ,  b y  r e q u i r i n g  a  PPO  t o  e n t e r  a  c o n t r a c t  w i t h  a n y  
p r o v i d e r  w i l l i n g  t o  m e a t  t h e  t e r m s  t h e  PPO  B e t s .  By p r e v e n t i n g  
P P O s f r o m  l i m i t i n g  t h e  p a n e l  o f  p r o v i d e r s ,  t h e  l a w  d i s c o u r a g e s  
c o n t r a c t s  w i t h  p r o v i d e r s  i n  w h i c h  l o w e r  p r i c e s  a r e  o f f e r e d  i n  
e x c h a n g e  f o r  t h e  a s s u r a n c e  o f  h i g h e r  v o l u m e .  A l t h o u g h  t h e  l a w  
m ay  b e  i n t e n d e d  t o  a s s u r e  c o n s u m e r s  g r e a t e r  f r e e d o m  t o  c h o o s e  
w h e r e  t h e y  o b t a i n  s e r v i c e s ,  i t  a p p e a r s  l i k e l y  t o  h a v e  t h e  
u n i n t e n d e d  e f f e c t  o f  d e n y i n g  c o n s u m e r s  t h e  a d v a n t a g e s  o f  c o s t -  
r e d u c i n g  a r r a n g e m e n t s  a n d  l i m i t i n g  t h e i r  c h o i c e s  i n  t h e  p r o v i s i o n  
o f  h e a l t h  c a r e  s e r v i c e s .

I .  i n t e r e s t  a n d  e x p e r i e n c e  o f  t h e  P e d e r a l  T r a d e  C o m m i s s i o n .

T h e  F o d e r a l  T r a d e  C o m m is s io n  i s  e m p o w e r e d  t o  p r e v e n t  u n f a i r  
m e t h o d s  o f  c o m p e t i t i o n  a n d  u n f a i r  o r  d e c e p t i v e  a c t s  o r  p r a c t i c e s  
i n  o r  a f f e c t i n g  c o m m e r c e .  P u r s u a n t  t o  t h i B  s t a t u t o r y  m a n d a t e ,  
t h e  C o m m is s io n  e n c o u r a g e s  c o m p e t i t i o n  i n  t h o  l i c e n s e d  
p r o f e s s i o n s ,  i n c l u d i n g  t h e  h e a l t h  c a r e  p r o f e s s i o n s ,  t o  t h e  
m ax im u m  e x t e n t  c o m p a t i b l e  w i t h  o t h e r  s t a t e  a n d  f e d e r a l  g o a l s .
F o r  s e v e r a l  y e a r s ,  t h e  C o m m is s io n  a n d  i t s  s t a f f  h a v e  i n v e s t i g a t e d  
t h e  c o m p e t i t i v e  e f f e c t s  o f  r e s t r i c t i o n s  o n  t h e  b u s i n e s s  p r a c t i c e s  
o f  h o s p i t a l s  a n d  s t a t e - l i c e n s e d  h e a l t h  c a r e  p r o f e s s i o n a l s .

1 T h e s e  c o m m e n ts  a r e  t h e  v i e w s  o f  t h e  s t a f f  o f  t h e  F e d e r a l  
T r a d e  C o m m i s s i o n ,  a n d  d o  n o t  n e c e s s a r i l y  r e p r e s e n t  t h e  v i e w s  o f  
t h e  C o m m is s io n  o r  a n y  i n d i v i d u a l  C o m m i s s i o n e r .

1 15 U .S .C .  S 41 f i t  s e a .



T h e  C o m m is s io n  h a s  o b s e r v e d  t h a t  c o m p e t i t i o n  a m o n g  t h i r d -  
p a r t y  p a y o r s  a n d  h e a l t h  c a r e  p r o v i d e r s  c a n  e n h a n c e  t h e  c h o i c e  a n d  
a v a i l a b i l i t y  o f  s e r v i c e s  f o r  c o n s u m e r s  a n d  c a n  r e d u c e  h e a l t h  c a r e  
c o s t s .  I n  p a r t i c u l a r ,  t h e  C o m m is s io n  h a s  n o t e d  t h a t  t h e  u s e  b y  
p r e p a i d  h e a l t h  c a r e  p r o g r a m s  o f  l i m i t e d  p a n e l s  o f  h e a l t h  c a r e  
p r o v i d e r s  i s  a n  e f f e c t i v e  m e a n s  o f  p r o m o t i n g  c o m p e t i t i o n  a m o n g  
s u c h  p r o v i d e r s .  T h e  C o m m is s io n  h a s  t a k e n  l a w  e n f o r c e m e n t  
a c t i o n  a g a i n s t  a n t i - c o m p e t i t i v e  e f f o r t s  t o  s u p p r e s s  o r  e l i m i n a t e  
h e a l t h  c a r e  p r o g r a m s ,  s u c h  a s  h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n s  
( " H M O s " ) ,  t h a t  u s e  s e l e c t i v e  c o n t r a c t i n g  w i t h  a  l i m i t e d  p a n e l  o f  
h e a l t h  c a r e  p r o v i d e r s /  T h e  s t a f f  o f  t h e  C o m m is s io n  h a s  
s u b m i t t e d ,  o n  r e q u e s t ,  c o m m e n ts  t o  f e d e r a l  a n d  s t a t e  g o v e r n m e n t  
b o d i e s  a b o u t  t h e  e f f e c t s  o f  v a r i o u s  r e g u l a t o r y  s c h e m e s  o n  t h e  
c o m p e t i t i v e  o p e r a t i o n  o f  s u c h  a r r a n g e m e n t s .  S e v e r a l  o f  t h e s e
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3 F e d e r a l  T r a d e  C o m m i s s i o n ,  S t a t e m e n t  o f  E n f o r c e m e n t  P o l i c y  
W i t h  R e s p e c t  t o  P h y s i c i a n  A g r e e m e n t s  t o  C o n t r o l  M e d i c a l  
P r e p a y m e n t  P l a n s ,  4 6  F e d .  R e g .  4 8 9 8 2 ,  4 8 9 8 4  ( O c t o b e r  5 ,  1 9 8 1 ) ;  
S t a t e m e n t  o f  G e o r g e  W. D o u g l a s ,  C o m m i s s i o n e r ,  O n B e h a l f  o f  t h e  
F e d e r a l  T r a d e  C o m m i s s i o n ,  B e f o r e  t h e  S u b c o m m i t t e e  o n  H e a l t h  a n d  
t h e  E n v i r o n m e n t  o f  t h e  C o m m i t t e e  o n  E n e r g y  a n d  C o m m e r c e ,  U n i t e d  
S t a t e s  H o u s e  o f  R e p r e s e n t a t i v e s ,  o n  H .R .  2 9 5 6 t T h e  P r e f e r r e d  
P r o v i d e r  H e a l t h  C a r e  A c t  o f  1 9 8 3  a t  2 - 3  ( O c t o b e r  2 4 ,  1 9 8 3 ) j 
He a l t h  C a r e  .M a n a g e m e n t A s s o c i a t e d , 1 0 1  F . T . C .  1 0 1 4 ,  1 0 1 6  ( 1 9 8 3 )  
( a d v i s o r y  o p i n i o n ) .  S e e  a l s o  B u r e a u  o f  E c o n o m i c s ,  F e d e r a l  T r a d e  
C o m m is s io n ,  S t a f f  R e p o r t  o n  t h e  H e a l t h  M a i n t e n a n c e  O r g a n i z a t i o n  
a n d  I t s  E f f e c t s  o n  C o m p e t i t i o n  ( 1 9 7 7 ) .

A S e e , e . g . ,  M e d i c a l  S e r v i c e  C o r p .  o f _S p o k a n e  C o u n t y # 8 8  
F . T . C .  9 0 6  ( 1 9 7 6 ) ;  A m e r i c a n  M e d i c a l  A s s o c i a t i o n , 9 4  F . T . C .  7 0 1  
( 1 9 7 9 ) ,  f l i £ I d  a s  m o d i f i e d . 6 3 8  F . 2 d .  4 4 3  ( 2 d  C i r .  1 9 8 0 ) ,  
a n  e q u a l l y  d i v i d e d  c o u r t . 4 5 5  U . S .  6 7 6  ( 1 9 8 2 ) ;  F o r b e g _ H .e j? l th  
S y s t e m  M a d l c A l . S t a f f , 9 4  F . T . C .  1 0 4 2  ( 1 9 7 9 ) ;  M e d ic a l  S -tA f.lL .pfe  
D o c t o r s  * H o s p i t a l  o f - P r i c e  G e o r g e ' s  C o u n t y . 1 1 0  F . T . C .  4 7 6  
( 1 9 8 8 ) ;  E u g e n e  M. A d d i s o n .  M .D , . I l l  F . T . C .  3 3 9  ( 1 9 8 8 ) ;  M e d i c a l  
S t a f f  o f  H o lv ,  C r o s s  H o s p i t a l . N o . C - 3 3 4 5  ( c o n s e n t  o r d e r ,  S e p t .
1 0 ,  1 9 9 1 ) ;  M e d i c a l  S t a f f  o f  B r o w a r d  G e n e r a l .  M e d i c a l  C e n t e r .  N o . 
C - 3 3 4 4  ( c o n s e n t  o r d e r ,  S e p t .  1 0 ,  1 9 9 1 ) ;  s e e  a l s o  A m e r i c a n  S o c l e ; t Y  
o f  A n e s t h e s i o l o g i s t s . 9 3  F . T . C .  1 0 1  ( 1 9 7 9 ) ;  S h s r m f ln  A - 
M J L l ,  9 8  F . T . C .  5 8  ( 1 9 8 1 ) .

3 T h e  s t a f f  o f  t h e  C o m m is s io n  h a s  c o m m e n te d  o n  a  
p r o h i b i t i o n  o f  e x c l u s i v e  p r o v i d e r  c o n t r a c t s  b e t w e e n  HMOs a n d  
p h y s i c i a n s ,  n o t i n g  t h a t  t h e  p r o h i b i t i o n  c o u l d  b e  e x p e c t e d  t o  
h a m p e r  p r o - c o m p e t i t i v e  a n d  b e n e f i c i a l  a c t i v i t i e s  o f  HMOs a n d  d e n y  
c o n s u m e r s  t h e  i m p r o v e d  s e r v i c e s  t h a t  s u c h  c o m p e t i t i o n  w o u l d  
s t i m u l a t e .  S e e , L e t t e r  f r o m  B u r e a u  o f  C o m p e t i t i o n  t o  D a v i d
A . G a t e s ,  C o m m i s s i o n e r  o f  I n s u r a n c e ,  S t a t e  o f  N e v a d a  ( N o v e m b e r  5 ,  
1 9 8 6 ) .



c o m m e n ts  h a v e  a d d r e s s e d  " a n y  w i l l i n g  p r o v i d e r "  r e q u i r e m e n t s  f o r  
h e a l t h  c a r e  s e r v i c e  c o n t r a c t s . 6

II. D e s c r i p t i o n  o f  M o n t a n a ' o  “A n y  W i l l i n g  P r o v i d e r *  L a w .

M o n ta n a  l a w  p e r m i t s  " p r e f e r r e d  p r o v i d e r "  a g r e e m e n t s  b e t w e e n  
p r o v i d e r s  o f  h e a l t h  c a r e  s e r v i c e s  a n d  h e a l t h  c a r e  i n s u r e r s  
r e l a t i n g  t o  t h e  a m o u n t s  c h a r g e d  a n d  t h e  p a y m e n t s  t o  t h e  
p r o v i d e r s .  T h e  l a w  a p p a r e n t l y  e x t e n d s  t o  a g r e e m e n t s  w i t h  a l l  
k i n d s  o f  h e a l t h  c a r e  p r o v i d e r s *  h o s p i t a l s ,  p r o f e s s i o n a l  
p r a c t i t i o n e r s ,  p h a r m a c i e s ,  a n d  o t h e r  p r o v i d e r s  o f  h e a l t h  c a r e  
s e r v i c e s .

T h e  " a n y  w i l l i n g  p r o v i d e r "  r e q u i r e m e n t  i s  a  t e m p o r a r y
S r o v i s i o n ,  w h i c h  w a s  a d o p t e d  i n  1 9 9 1 .  I t  r e q u i r e s  t h a t  a n '  

n s u r e r  e s t a b l i s h  t e r m s  a n d  c o n d i t i o n s  t o  b e  m e t  b y  p r o v i d e r s  
w i s h i n g  t o  e n t e r  s u c h  a g r e e m e n t s .  A n y  p r o v i d e r  w i l l i n g  t o  m e e t  
t h o s e  t e r m s  a n d  c o n d i t i o n s  m u s t  b e  p e r m i t t e d  t o  e n t e r  a n  
a g r e e m e n t  w i t h  t h e  i n s u r e r  t h a t  s e t  t h e m .  T h i s  " a n y  w i l l i n g  
p r o v i d e r "  r e q u i r e m e n t  i s  s e t  t o  t e r m i n a t e  J u l y  1 ,  1 9 9 3 .  A t  t h a t  
t i m e ,  u n le B B  t h e  r e q u i r e m e n t  i s  e x t e n d e d  b y  l e g i s l a t i v e  a c t i o n ,
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6 T h e  s t a f f  s u b m i t t e d  c o m m e n ts  t o  t h e  M a s s a c h u s e t t s  H o u s e  o f  
R e p r e s e n t a t i v e s  c o n c e r n i n g  l e g i s l a t i o n  t h a t  w o u l d  h a v e  r e q u i r e d  
p r e p a i d  h e a l t h  c a r e  p r o g r a m s  t o  c o n t r a c t  w i t h  a l l  p h a r m a c y  
s u p p l i e r s  o n  t h e  s a m e  t e r m s  (o r  o f f e r  s u b s c r i b e r s  t h e  a l t e r n a t i v e  
o f  u s i n g  a n y  p h a r m a c y  t h e y  m i g h t  c h o o s e ) ,  n o t i n g  t h a t  t h e  b i l l  
m i g h t  r e d u c e  c o m p e t i t i o n  i n  b o t h  p h a r m a c e u t i c a l  s e r v i c e s  a n d  
p r e p a i d  h e a l t h  c a r e  p r o g r a m s ,  r a i s e  c o B t s  t o  c o n s u m e r s ,  a n d  
r e s t r i c t  c o n s u m e r s '  f r e e d o m  t o  c h o o s e  h e a l t h  c a r e  p r o g r a m s .
L e t t e r  f r o m  B u r e a u  o f  C o m p e t i t i o n  t o  R e p r e s e n t a t i v e  J o h n  C . 
B a r t l e y  (M ay  3 0 ,  1 9 6 9 ,  c o m m e n t in g  o n  S . B .  5 2 6 ) .  T h e  s t a f f  h a B  
s u b m i t t e d  s i m i l a r  c o m m e n ts  o n  s i m i l a r  l e g i s l a t i o n  i n  
P e n n s y l v a n i a ,  New H a m p s h i r e ,  a n d  C a l i f o r n i a .  L e t t e r  f r o m  
C l e v e l a n d  R e g i o n a l  O f f i c e  t o  S e n a t o r  H . C r a i g  L e w i s  ( J u n e  2 9 ,  
1 9 9 0 ,  c o m m e n t i n g  o n  S . B .  6 7 5 ) ;  l e t t e r  f r o m  O f f i c e  o f  C o n s u m e r  a n d  
C o m p e t i t i o n  A d v o c a c y  t o  P a u l  J .  A l f a n o  ( M a r c h  1 7 ,  1 9 9 2 ,  
c o m m e n t i n g  o n  H .B *  4 7 0 ) ;  l e t t e r  f r o m  O f f i c e  o f  C o n s u m e r  a n d  
C o m p e t i t i o n  A d v o c a c y  t o  T h e  H o n o r a b l e  P a t r i c k  J o h n s t o n  ( J u n e  2 6 ,  
1 9 9 2 ,  c o m m e n t i n g  o n  S . B .  1 9 6 6 ) .

7 M o n t .  C o d e  A n n . ,  T i t l e  3 3 ,  C h .  2 2 ,  P a r t  17  ( 1 9 9 1 ) .

* M o n t .  C o d e  A n n .  $ 3 3 - 2 2 - 1 7 0 4  ( T e m p o r a r y ) .  T h e s e  t e r m s  a n d  
c o n d i t i o n s  m a y  n o t  b e  d i s c r i m i n a t o r y ;  h o w e v e r ,  t h e  l a w  p e r m i t B  
d i f f e r e n c e s  a m o n g  g e o g r a p h i c  r e g i o n s  o r  s p e c i a l t i e s ,  o r  
d i f f e r e n c e s  a m o n g  i n s t i t u t i o n a l  p r o v i d e r s ,  s u c h  a s  h o s p i t a l s ,  
t h a t  r e s u l t  f r o m  i n d i v i d u a l  n e g o t i a t i o n .



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

T h i s  c o m m e n t  w i l l  f o c u s  o n  ho w  " a n y  w i l l i n g  p r o v i d e r "  
r e q u i r e m e n t s  l i m i t  c o n t r a c t i n g  b e t w e e n  p r o v i d e r s  a n d  t h i r d - p a r t y  
p a y o r s ,  a n d  o n  how  t h i s  l i m i t a t i o n  i s  l i k e l y  t o  a f f e c t  
c o m p e t i t i o n  a n d  c o n s u m e r s .  T h e  a c t u a l  e f f e c t s  o f  M o n t a n a 's  l a w  
m a y  b e  d i f f i c u l t  t o  g a u g e ,  b e c a u s e  i t  h a B  b e e n  i n  e f f e c t  o n l y  f o r  
a  s h o r t  t i m e .  T h e  e x p e c t a t i o n  t h a t  t h e  r e q u i r e m e n t  w o u l d  e n d  
B o o n  m ay  h a v e  a f f e c t e d  ho w  p r o v i d e r s  a n d  P P O s h a v e  d e a l t  w i t h  
e a c h  o t h e r .  T h u s ,  t h i s  c o m m e n t i s  b a s e d  o n  g e n e r a l  p r i n c i p l e s ,  
r a t h e r  t h a n  M o n t a n a 's  p a r t i c u l a r  e x p e r i e n c e .
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II I .  C o m p e t i t i v e  i m p o r t a n c e  o f  p r o g r a m s  u s i n g  l i m i t e d - p r o v i d e r  
p a n e l s .

O v e r  t h e  l a s t  t w e n t y  y e a r s ,  f i n a n c i n g  a n d  d e l i v e r y  p r o g r a m s  . 
t h a t  p r o v i d e  h e a l t h  c a r e  s e r v i c e s  t h r o u g h  a  l i m i t e d  p a n e l  o f  
h e a l t h  c a r e  p r o v i d e r s  h a v e  p r o l i f e r a t e d ,  i n  r e s p o n s e  t o  
i n c r e a s i n g  d e m a n d  f o r  w a y s  t o  m o d e r a t e  t h e  r i s i n g  c o s t s  
a s s o c i a t e d  w i t h  t r a d i t i o n a l  f e e - f o r - s e r v i c e  h e a l t h  c a r e .  T h e s e  
p r o g r a m s  m a y  p r o v i d e  s e r v i c e s  d i r e c t l y  o r  a r r a n g e  f o r  o t h e r s  t o  
p r o v i d e  t h e m .  T h e  p r o g r a m s ,  w h i c h  i n c l u d e  HMOs a n d  P P O s ,  
t y p i c a l l y  i n v o l v e  c o n t r a c t u a l  a g r e e m e n t s  b e t w e e n  t h e  p a y o r  a n d  
t h e  p a r t i c i p a t i n g  h e a l t h  c a r e  p r o v i d e r s .  M any  s o u r c e s  n o w  o f f e r  
l i m i t e d - p a n e l  p r o g r a m s .  E v e n  c o m m e r c i a l  i n s u r e r s ,  w h i c h  i n  t h e  
p a s t  d i d  n o t  u s u a l l y  c o n t r a c t  w i t h  p r o v i d e r s ,  a n d  B l u e  C r o s s  o r  
B l u e  S h i e l d  p l a n s ,  w h i c h  d o  n o t  u s u a l l y  l i m i t  s e v e r e l y  t h e  n u m b e r  
o f  p t o v i d e r s  w h o  p a r t i c i p a t e  i n  t h e i r  p r o g r a m s ,  no w  f r e q u e n t l y  
a l s o  o f f e r  p r o g r a m s  t h a t  d o  l i m i t  p r o v i d e r  p a r t i c i p a t i o n .

T h e  p o p u l a r  s u c c e s s  o f  p r o g r a m s  t h a t  l i m i t  p r o v i d e r  
p a r t i c i p a t i o n  a p p e a r s  t o  b e  d u e  l a r g e l y  t o  t h e i r  p e r c e i v e d  
a b i l i t y  t o  h e l p  c o n t r o l  c o s t s .  E c o n o m ic  s t u d i e s  h a v e  c o n f i r m e d  
t h a t ,  u n d e r  h e a l t h  c a r e  a r r a n g e m e n t s  t h a t  p e r m i t  s e l e c t i v e  
c o n t r a c t i n g ,  c o m p e t i t i o n  h e l p s  t o  m o d e r a t e  c o s t  i n c r e a s e s . 10 I n

9 M o n t .  C o d e  A n n .  $ 3 3 - 2 2 - 1 7 0 4 ( 3 ) .

10 S t u d i e s  h a v e  e x a m i n e d  t h e  c o m p e t i t i v e  e f f e c t s  o f  
s e l e c t i v e  c o n t r a c t i n g ,  i n  p a r t i c u l a r  C a l i f o r n i a ' s  e x p e r i e n c e  w i t h  
p e r m i t t i n g  h o s p i t a l s  t o  c o n t r a c t  s e l e c t i v e l y .  £ £ £ ,  e . g . . J .  C .  
R o b i n s o n  a n d  C . S .  P h i b b s ,  An E v a l u a t i o n . p f - M e d i c a i d  S e l e c t i v e  
C o n t r a c t i n g  i n  C a l l f o r n i a f 8 J .  H e a l t h  E c o n .  4 3 7  ( 1 9 8 9 ) .  T h i s  
s t u d y  f o u n d  t h a t  s h i f t i n g  f r o m  c o s t - r e i m b u r s e m e n t  t o  p e r m i t t i n g  
s e l e c t i v e  c o n t r a c t i n g  m o d e r a t e d  i n c r e a s e s  i n  h o s p i t a l  c o s t s ,  
p a r t i c u l a r l y  i n  m o r e  c o m p e t i t i v e  l o c a l  m a r k e t s .  T h i s  s t u d y

• ( c o n t i n u e d . . . )



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

H o s p i t a l s  c o m p e t e ,  u l t i m a t e l y ,  f o r  t h e  b u s i n e s s  o f  p a t i e n t s .  
A h o s p i t a l  m ay  p u r s u e  t h e  b u s i n e s s  o f  s u b s c r i b e r s  t o  PPO  o .  HMO 
p r o g r a m s  b y  s e e k i n g  a c c e s s  t o  t h o s e  s u b s c r i b e r s  o n  a  
p r e f e r e n t i a l ,  o r  e v e n  o n  e x c l u s i v e ,  b a s i s .  T h e  h o s p i t a l  m ay  
p e r c e i v e  s e v e r a l  a d v a n t a g e s  t o  s u c h  a r r a n g e m e n t s .  A p r e f e r e n t i a l  
o r  e x c l u s i v e  a r r a n g e m e n t  m ay  a s s u r e  t h e  h o s p i t a l  o f  e n o u g h  
p a t i e n t s  t o  m a k e  p o s s i b l e  s a v i n g s  f r o m  e c o n o m i e s  o f  s c a l e ,  f o r  
e x a m p l e ,  b y  s p r e a d i n g  f i x e d  c o s t s  o v e r  a  l a r g e r  v o lu m e  o f  s a l e s .  
A t  a  m in im u m , i t  c o u l d  f a c i l i t a t e  b u s i n e s s  p l a n n i n g  b y  m a k i n g  
s a l e s  v o l u m e s  m o r e  p r e d i c t a b l e .  T h e  a r r a n g e m e n t  m ay  r e d u c e  
t r a n s a c t i o n  c o s t s  b y  r e d u c i n g  t h e  n u m b e r  o f  t h i r d - p a r t y  p a y o r B  
w i t h  whom  t h e  h o s p i t a l  d e a l s ,  a n d  m ay  r e d u c e  m a r k e t i n g  c o s t s  t h a t  
w o u l d  o t h e r w i s e  b e  i n c u r r e d  t o  g e n e r a t e  t h e  s o m e  b u s i n e s s .  T o  
g a t  a c c e s s  t o  t h e  b u s i n e s s  a n d  t h e  a d v a n t a g e s  r e p r e s e n t e d  b y  
t h e s e  p r o g r a m s ,  h o s p i t a l s  c o m p e t e  w i t h  e a c h  o t h e r ,  o f f e r i n g  l o w e r  
p r i c e s  a n d  a d d i t i o n a l  s e r v i c e s ,  t o  g e t  t h e  p a y o r s '  c o n t r a c t s .

T h i r d - p a r t y  p a y o r s  f i n d  s u c h  a r r a n g e m e n t s  a t t r a c t i v e  b e c a u s e  
t h e y  b e n e f i t  f r o m  t h e  p r o v i d e r s '  c o m p e t i t i o n .  L o w e r  p r i c e s  p a i d  
t o  p r o v i d e r s  c o u l d  m e a n  l o w e r  c o a t s  f o r  e  t h i r d - p a r t y  p a y o r .  N o t  
o n l y  m i g h t  t h e  a m o u n t s  p a i d  o u t  f o r  s e r v i c e s  b e  l o w e r ,  b u t  i n  
a d d i t i o n  a d m i n i s t r a t i v e  c o s t s  m i g h t  b e  l o w e r  f o r  a  l i m i t e d - p o n e l  
p r o g r a m  t h a n  f o r  o n e  r e q u i r i n g  t h e  p a y o r  t o  d e a l  w i t h ,  a n d  m a k e  
p a y m e n t s  t o ,  a l l  o r  m o s t  o f  t h e  p r o v i d e r s  d o i n g  b u s i n e s s  i n  a  
p r o g r a m 's  s e r v i c e  a r e a .  A p a y o r  m i g h t  f i n d  i t  e a s i e r  t o  
i m p l e m e n t  c o s t - c o n t r o l  s t r a t e g i e s ,  s u c h  a s  c l a i m s  a u d i t s  a n d  
u t i l i z a t i o n  r e v i e w ,  i f  t h e  n u m b e r  o f  p r o v i d e r s  w h o s e  r e c o r d s  m u s t  
b e  r e v i e w e d  i s  l i m i t e d .  A n d  l o w e r  p r i c e s  a n d  a d d i t i o n a l  s e r v i c e s  
w o u l d  h e l p  m a k e  t h e  p a y o r ' s  p r o g r a m s  m o re  a t t r a c t i v e  i n  t h e  
p r e p a i d  h e a l t h  c a r e  m a r k e t .

C o n s u m e r s  t o o  m ay  p r e f e r  i i m i t e d - p r o v i d e r  p r o g r a m s  i f  t h e  
c o m p e t i t i o n  a m o n g  p r o v i d e r s  l e a d s  t o  l o w e r  p r e m i u m s ,  l o w e r  
d e d u c t i b l e s ,  o r  o t h e r  a d v a n t a g e s .  C o n s u m e r  p r e f e r e n c e  f o r
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( . ♦ . c o n t i n u e d !
c o n c e n t r a t e d  o n  M e d i c a i d  e x p e r i e n c e ;  h o w e v e r ,  f u r t h e r  s t u d i e s  
b a s e d  o n  p r i v a t e  h e a l t h  I n s u r a n c e  e x p e r i e n c e s  c o n f i r m  t h e s e  
f i n d i n g s .  ,  D . D r a n o v e  e t  a l . ,  I s  h o s p i t a l  c o m p e t i t i o n
w a s t e f u l ?  R a n d  J .  E c o n . ,  S um m er 1 9 9 2 ;  s e e  a l s o  G . M e l n i c k  e t  a l . ,  
T h e  E f f e c t s  o f  M a r k e t  S t r u c t u r e  a n d  B a r g a i n i n g  P o s i t i o n  o n  
H o s p i t a l  P r i c e s ,  11  J .  o f  H e a l t h  E c o n o m ic s  2 1 7  ( O c t .  1 9 9 2 ) .
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l i m i t e d - p a n e l  p r o g r a m s  w o u l d  p r e s u m a b l y  m e a n  t h a t /  i n  t h o  
c o n s u m e r s '  v i e w ,  t h e s e  a d v a n t a g e s  w o u l d  o u t w e i g h  t h e  
d i s a d v a n t a g e s  o f  l i m i t i n g  t h e  c h o i c e  o f  p r o v i d e r s ,  s u c h  a s  
r e d u c e d  c o n v e n i e n c e  o r  t h e  o c c a s i o n a l  n e e d  t o  u s e  a  p r o v i d e r  t h a t  
i s  n o t  p a r t  o f  t h e  p a y o r ' s  c o n t r a c t e d  s e r v i c e .  L i m i t a t i o n s  o n  
c h o i c e  a r e  u n l i k e l y  t o  b e  s o  s e v e r e  t h a t  c o n s u m e r s '  a c c e s s  t o  
p r o v i d e r s  i s  i n a d e q u a t e .  F o r  j u s t  a s  c o m p e t i t i v e  f o r c e s  
s i n c o u r a g e  p r o v i d e r s  t o  o f f e r  t h e i r  b e s t  p r i c e  a n d  s e r v i c e  t o  a  
p a y o r  i n  o r d e r  t o  g a i n  a c c e s s  t o  i t s  s u b s c r i b e r s ,  c o m p e t i t i o n  
w o u l d  a l s o  e n c o u r a g e  p a y o r s  t o  e s t a b l i s h  s e r v i c e  a r r a n g e m e n t s  
t h a t  o f f e r  t h e  l e v e l  o f  a c c e s s i b i l i t y  t h a t  s u b s c r i b e r s  w a n t .  
C o n s u m e r s '  a b i l i t y  t o  c h a n g e  p r o g r a m s  o r  p a y o r s  i f  t h e y  a r e  
d i s s a t i s f i e d  w i t h  s e r v i c e  a v a i l a b i l i t y  w o u l d  g i v e  p a y o r s  a n  
i n c e n t i v e  t o  a s s u r e  t h a t  t h e  a r r a n g e m e n t s  t h e y  m a k e  f o r  d e l i v e r y  
o f  c o v e r e d  h e a l t h  c a r e  s e r v i c e s  s a t i s f y  c o n s u m e r s .
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I V .  E f f e c t s  o f  " a n y  w i l l i n g  p r o v i d e r "  r e q u i r e m e n t s  o n  l i m i t e d -
p a n e l  p r o g r a m s .

"A n y  v / i l l i n g  p r o v i d e r "  r e q u i r e m e n t s  m ay  l i m i t  f i r m s '  a b i l i t y  
t o  r e d u c e  t h e  c o s t  o f  d e l i v e r i n g  h e a l t h  c a r e  w i t h o u t  p r o v i d i n g  
a n y  s u b s t a n t i a l  p u b l i c  b e n e f i t .  T h e y  m a y  m a k e  i t  m o r e  d i f f i c u l t  
f o r  t h i r d - p a r t y  p a y o r s ,  i n c l u d i n g  P P O s ,  t o  o f f e r  p r o g r a m s  t h a t  
h a v e  t h e  c o s t  s a v i n g s  a n d  o t h e r  a d v a n t a g e s  d i s c u s s e d  a b o v e .  
R e q u i r i n g  t h a t  p r o g r a m s  b e  o p e n  t o  a l l  p r o v i d e r s  w i s h i n g  t o  
p a r t i c i p a t e  o n  t h e  s a m e  t e r m s  m ay  a f f e c t  b o t h  c o s t  a n d  c o v e r a g e .  
T o  t h e  e x t e n t  t h a t  o p e n i n g  p r o g r a m s  t o  a l l  p r o v i d e r s  r e d u c e s  t h e  
p o r t i o n  o f  s u b s c r i b e r s '  b u s i n e s s  t h a t  e a c h  c o n t r a c t i n g  p r o v i d e r  
c a n  e x p e c t  t o  o b t a i n ,  t h e s e  p r o v i d e r s  m ay  b e  l e e s  w i l l i n g  t o  
e n t e r  a g r e e m e n t s  t h a t  c o n t e m p l a t e  l o w e r  p r i c e s  o r  a d d i t i o n a l  
s e r v i c e s .  M o r e o v e r ,  s i n c e  a n y  p r o v i d e r  w o u l d  b e  e n t i t l e d  t o  
c o n t r a c t  o n  t h e  s a m e  t e r m s  a s  o t h e r  p r o v i d e r s ,  t h e r e  w o u l d  b e  
l i t t l e  i n c e n t i v e  f o r  p r o v i d e r s  t o  c o m p e t e  i n  d e v e l o p i n g  
a t t r a c t i v e  o r  i n n o v a t i v e  p r o p o s a l s .  B e c a u s e  a l l  o t h e r  p r o v i d e r s  
c a n  " f r e e  r i d e "  o n  a  s u c c e s s f u l  p r o p o s a l  f o r m u l a t i o n ,  i n n o v a t i v e  
p r o v i d e r s  m ay  b e  u n w i l l i n g  t o  b e a r  t h e  c o s t s  o f  d e v e l o p i n g  a  
p r o p o s a l .  T h u s  " a n y  w i l l i n g  p r o v i d e r "  r e q u i r e m e n t s  m ay  
s u b s t a n t i a l l y  r e d u c e  p r o v i d e r  c o m p e t i t i o n  f o r  t h i s  B e g m e n t  o f  
t h e i r  b u s i n e s s .

R e d u c e d  c o m p e t i t i o n  a m o n g  p r o v i d e r s  f o r  PPO  b u s i n e s s  c a n  
r e s u l t  i n  h i g h e r  p r i c e s  f o r  s e r v i c e s  t h r o u g h  P P O s .  T h e  h i g h e r  
p r i c e s  f o r  c o v e r e d  s e r v i c e s ,  a s  w e l l  a s  t h e  i n c r e a s e d  
a d m i n i s t r a t i v e  c o s t s  a s s o c i a t e d  w i t h  h a v i n g  t o  d e a l  w i t h  m a n y  
m o r e  p r o v i d e r s ,  m ay  r a i s e  t h e  p r i c e s  t o  s u b s c r i b e r s  f o r  p r e p a i d  
h e a l t h  c a r e  p r o g r a m s ,  o r  m ay  f o r c e  t h o s e  p r o g r a m s  t o  r e d u c e  
b e n e f i t s  t o  a v o i d  r a i s i n g  t h o s e  p r i c e s .



M o r e o v e r ,  r e q u i r i n g  p r o g r a m s  t o  b e  o p e n  t o  m o r e  p r o v i d e r s  
m ay  n o t  g i v e  t h e  c o n s u m e r  b e n e f i t s  f r o m  g r e a t e r  c h o i c e .  
S u b s c r i b e r s  m ay  a l r e a d y  c h o o s e  o t h e r  t y p e s  o f  p r e p a y m e n t  p r o g r a m s  
w i t h  f e w e r  l i m i t s  o n  t h e  p r o v i d e r s  f r o m  w h i c h  t h e y  m ay  o b t a i n  
c o v e r e d  s e r v i c e s .  I n d e e d ,  b y  r e d u c i n g  t h e i r  c o m p e t i t i v e n e s s  w i t h  
o t h e r  k i n d s  o f  t h i r d - p a r t y  p a y m e n t  p r o g r a m s ,  r e q u i r i n g  P P O s t o  
g r a n t  o p e n  p a r t i c i p a t i o n  m ay  r e d u c e  t h e  n u m b e r ,  v a r i e t y ,  a n d  
q u a l i t y  o f  p r e p a y m e n t  p r o g r a m s  a v a i l a b l e  t o  c o n s u m e r s  w i t h o u t  
p r o v i d i n g  a n y  a d d i t i o n a l  c o n s u m e r  b e n e f i t .

The H o n o ra b le  J o s e p h  P . Mazurek
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v .  C o n c l u s i o n .

In s u m m a r y ,  w e  b e l i e v e  t h a t  "any w i l l i n g  p r o v i d e r "  
r e q u i r e m e n t s  m a y  d i s c o u r a g e  c o m p e t i t i o n  a m o n g  p r o v i d e r s ,  i n  t u r n  
r a i s i n g  p r i c e s  t o  c o n s u m e r s  a n d  u n n e c e s s a r i l y  r e s t r i c t i n g  
c o n s u m e r  c h o i c e  in p r e p a i d  h e a l t h  c a r e  p r o g r a m s ,  w i t h o u t  
p r o v i d i n g  a n y  s u b s t a n t i a l  p u b l i c  b e n e f i t .  W e  h o p e  t h e s e  c o m m e n t s  

a r e  o f  a s s i s t a n c e .
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l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n

4107 Laurel Street • Anchorage, Alaska 99508-5334 • (907)562*2662 • FAX (907) 561-2063

April 26, 1995

Representative Norman Rokeberg 
Alaska State Legislature 
P. O. Box V (MS 3100)
Juneau, AK 99811

Dear Representative Rokeberg:

The Alaska State Medical Association is strongly supportive o f House Bill 266. 
"Any W illing Provider." As you are probably aware, health system reform is Dot 
dead. It is happening all the time, primarily in changes created by insurance 
companies and HM Os. This any willing provider bill restores some balance to 
these reforms. It allows patients to maintain or establish new relationships with 
physicians o f  their choosing as long as that physician is willing to get paid at the 
preferred provider rate. There is strong support from physicians across the state 
for this bill. I hope it can be passed this session.

If you have any questions regarding this bill, do not hesitate to contact me.

Donald R. Lehmann, M .D ., A .B .F.P. 
President, Alaska State Medical Association

DRL.bj



CREED MAMIKUNIAN, M.D.
2401 EAST 4 2 ^  AVENUE, SUITE 206 

ANCHORAGE, Al ASKA 99508 
(907) 562-1660 • FAX (907) 562-1865

Otolaryngology 
Head and Neck Surgery

Facia! Plastic and 
Reconstructive Surgery

A p r i l  21, 1995

R e p r e s e n t a t i v e  P e t e  K o t t  
H o u s e  o f  R e p r e s e n t a t i v e s  
J u n e a u ,  A l a s k a  9 9801

D e a r  R e p r e s e n t a t i v e  Kott,

I a m  a s o l o  p r a c t i t i o n e r  who specializes in ear, nose a n d  throat 
d i s e a s e s .  1 h a v e  p r a c t i c e d  in Anchorage f o r  t h e  past f i v e  years. 
H o u s e  B i l l  266 w h i c h  is  c u r r e n t l y  before y o u r  c o m m i t t e e  s p e a k s  in 
f a v o r  o f  a n  open, f r e e  m a r k e t  he a l t h  care s y s t e m .  P a s s a g e  o f  this 
b i l l  w o u l d  b e  in t h e  i n t e r e s t  of all p a t i e n t s  b y  a l l o w i n g  t h e m  the 
f r e e d o m  to c h o o s e  t h e i r  own physician w i t h o u t  b e i n g  f i n a n c i a l l y  
p e n a l i z e d  f o r  it.

N a t u r a l l y ,  in m e d i c i n e  as in any field, there a r e  some 
p r a c t i t i o n e r s  w h o  are b e t t e r  than others. A l l o w i n g  for t h e  p a s s a g e  
of a n  M a n y  w i l l i n g  p r o v i d e r "  bill w o uld a l l o w  p a t i e n t s  t h e  f r e e d o m  
o f  c h o i c e  i n  c h o o s i n g  a p h y s i c i a n  w h o  th e y  f e e l  can b e s t  t a k e  care 
of  t h e m  w i t h o u t  f i n a n c i a l  constraints. T h e  o p e n - m a r k e t  s y s t e m  that 
w e  c u r r e n t l y  h a v e  a l l o w s  patients this f r e e d o m .  I d o  n o t  think 
p r o g r e s s  in h e a l t h  c a r e  sh o u l d  neces s a r i l y  m e a n  limiting a c c e s s  to 
b e  t r e a t e d  b y  t h e  p h y s i c i a n  of your c h o i c e  w i t h o u t  i n c u r r i n g  
a d d i t i o n a l  u n n e c e s s a r y  financial burdens.

I s t r o n g l y  u r g e  y o u  t o  s u p p o r t  the p a s s a g e  of  H B  266. If I c a n  be 
of  a n y  h e l p  to y o u  in a n y  w a y  whatsoever, p l e a s e  let m e  .know.

C r e e d  K .  M a m i k u n i a n ,  M .D

C K M : j a g



M a r k  e . R i c h e y  m .d „ o b / g y n  PHONE!-(907) 272-4443
A P r o f e s s i o n a l  C o r p o r a t i o n  FACSIMILE 1-(907) 272-2262

*

April 6, 1995

D ear H ouse M ember:

I am writing you to^gncooM geitftreng^gw ppt^li^H ^ffSg^^W B i^Sg^ftitroduced  on 3-17^95. 
This bill would allow any willing provider to  provide medical care to  patients enrolled in a 
preferred provider program  if that provider was willing to  meet the term s and conditions o f  the 
patient's particular plan. Passage o f  this bill would have a num ber o f  benefits, but m ost 
importantly would improve accessibility to  medical services.

Please support this measure.

Sincerely,

)A U  t
M ark Richey

200 A irport he igh ts, S u ite  205 A n c h o r a g e , A laska <?<?508
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April 17, 1995

The Honorable Pete Kott
House o f Representatives
Labor end Commerce Committee Chairperson
Juneau, Alaska 99801

D^ar Mr. Kott:

'lhc Family Practice Department o f the Medical Staff at Alaska Regional Hospital has 
unanimously endorsed House Dill #266, *An act relating to preferred provider agreements 
offered by hospital or medical service corporations*. We urge passage u f House Bill VI66 out 
o f committee and pas,sage of the bill by the legislature. (Tltuoe 18 physicians present for tho 
vote on this action taken on April 12, 1995 are listed below and on the next page).

As physicians wc are concerned when patients arc prevented from seeing the physician and 
using the hospital o f their choice or are financially penalized for doing so. W c support this bill 
as a way of continuing to assure consumer freedom o f choice o f  hospital and other providers.

Thank you for your consideration of this important health carc issue and for passing the hill out 
o f your committee,

Gary L. Child, DO
Chairperson, Department o f Family Practice 

GLC/jmh

cc: Labor and Commerce Committee Members
Health &  Social Service Committee Members

Department o f Family Practice Members Present
Robert Bosveid, MD
Sheila Burke, MD
Gary Child, DO
Ronald Christensen, MD
T. Layne Crowe, MD
2801 Deflarr R«v?H 
P.O. Box 143889 
Anc'wagc, AK 99514-31S9 
907-276-1131 K»* 907-264-1143



H F K .r ’ I 'S S  a : 1FFM WFH NFU ICA i HPf/ ,-'h4 1414 P ..H

The Honorable Pete KottHouse of Representatives
Labor and Commerce Committee ChairpersonPage 2

Department of Family Practice Members Present Continued
Elizabeth doSchweinitz, MDIlona Farr, MDMaryann Poland, MDLym Hornbein, MD
Winfield S. Kiester, DOKatherine Kolb, MD
Jerry Little, MD
Ernest Meinbardt, MD
Kenneth Moll, MDGlenn Schultes, MD
John J. Smith, MDDouglas C, Smith, MD
lYyon Wieland, MD



4300 B Street
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(907)562 0794
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S ta tem en t for Legislative T e s tim o n y

I'm  M arilyn  P a tte rso n , and I am em ployed  by H u m a n  A ffairs o f  A laska. 
H u m a n  A ffairs has been  an A laskan business since 1979, w hen o u r  o w n er, D arry l 
L ogan, p ioneered  the  c o n c ep t o f E m ployee A ssistance  P rog ram s in A laska. W e 
p rov ide  em ployees an em p lo y er prepaid benefit for con fiden tia l, face to  face m ental 
hea lth  counseling  fro m  skilled m ental health  clinicians. T h is p reven tive  approach  to  
help ing  em ployees get back on  track by resolving personal and w o rk  rela ted  p rob lem s 
early  on helps m ain ta in  w orker p ro d u ctiv ity  and o th e r  job  pe rfo rm ance  in d ica to rs , as 
well as reduce  p o ten tia l costs  fo r m edical and surgical claim s dow n th e  road.

H u m a n  A ffairs also began prov id ing  M anaged Behavioral H e a lth  C are  
P ro g ram s in A laska in 19S9. W e are the  largest p ro v id e r o f E m ployee  A ssistance  
p ro g ram s in the  s ta te , and  a leading p rov ider o f M BITC.

W e c u rre n tly  serve over 200 com panies and o rg an iza tio n s  s ta tew id e , w ith  
m o re  than  50,000 em ployees and 120,000 covered m em bers w ith  o u r  p ro g ram s. W e 
have offices in F a irb a n k s , Ju n eau , and W asilla in add ition  to  A nchorage.

O u r  co m p a n y  is s tro n g ly  opposed  to  H o u se  bill 266, o r any o th e r  a m en d m en t 
o r  legislation th a t w ould  p o ten tia lly  restric t o u r ability  to  o ffer m anaged m ental 
hea lth  carc plans to  o u r  cu sto m ers , now  and in th e  fu tu re . It w ould  be bad fo r o u r 
c o m p an y , bad fo r  o u r  cu s to m e rs , and we believe, bad public  policy.

M any  o f  o u r  c u s to m ers  are in te rested  in p rov id ing  a m ental health  benefit to  
em ployees, b u t  m anag ing  th is benefit helps to  b o th  co n ta in  costs fo r th e  com pany  
w hile  p rov id ing  a valuable benefit to  the  em ployee. W e use a P re le rred  P ro v id er 
N e tw o rk  o f  physic ians, th erap is ts , and trea tm en t facilities th a t m eet o u r  clinical 
s ta n d a rd s , and we c o n tra c t w ith  prov iders w ho  share o u r  brief therapy , 
p ro b le m /re so lu tio n  behavioral m anagem ent ph ilo sophy , assu ring  com pliance  w ith  
th e  health  plan 's req u irem e n ts .

W e are able to  n eg o tia te  favorable financial a rran g em en ts  w ith  p rov iders  in 
re tu rn  fo r su p p ly in g  increased p a tien t volum e. T h ese  savings are passed  on  to  o u r 
cu s to m e rs  in low er c o s ts , and to  the  em ployee in low er costs  and in an enhanced  
em p loyee  benefit.
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H av ing  P re fe rred  P ro v id er N e tw o rk s  m akes it possib le  fo r us to  m o n ito r  
p ro v id e r p e rfo rm an ce  and o n -g o in g  quality  assu rance  and u tiliza tio n  m anagem ent 
p ro g ram s m ore  efficien tly . I t  also helps to  m in im ize  o u r  adm in is tra tive  overhead  in 
m o n ito rin g  tre a tm e n t p a tte rn s , m ain tain ing  e lec tron ic  co n n ec tiv ity , c o n d u c tin g  
p ro v id e r  ed u ca tio n , and m o n ito rin g  p a tien t sa tisfac tion  w ith  a sm aller, selected  
n u m b e r  o f  p rov iders.

W e believe s tro n g ly  th a t H B  266 clearly d iscourages c o m p e titio n  am ong  
p ro v id ers  o f h ea lth  care. R equ iring  th a t p rog ram s be open  to  all p rov iders w ish ing  to  
pa rtic ip a te  on  the  sam e term s reduces the p o r tio n  ol o u r  business th a t each p refe rred  
p ro v id e r  can expect to  ob ta in , m aking  it less advan tageous fo r these p rov iders  to  
e n te r  ag reem en ts w ith  us at d isco u n ted  prices. A lso , s ince  any p rov ider w ould  be 
en title d  to  c o n tra c t on  the  sam e term s as o th e r  p rov iders  gives little  incen tive fo r 
p ro v id e rs  to  c o m p e te  in developing  a ttrac tive , innovative , and co s t-co n ta in in g  
p ro p o sa ls . B ecause this w ould  m ake it possib le fo r  all o th e r  p rov iders  to  "tree ride" 
o n  a successfu l p roposa l fo rm u la tio n , prov iders w ould  likely be unw illing to  b ear the  
c o s ts  o f  develop ing  a p roposal. T here  w ould sim ply  be no  reason o r  m o tiv a tio n  fo r 
th e m  to  be com p etitiv e .

I u n d e rs ta n d  th a t the  Federal T rade  C o m m iss io n  staff, in response  to  req u ests  
fro m  officials in o th e r  s ta tes  consid e rin g  legislation tha t requ ires m anaged care plans 
to  c o n tra c t w ith  any  health  care p rov ider w illing to  m eet the  health  plans term s and 
c o n d itio n s , have issued  op in io n  le tte rs  s ta tin g  th a t this type  o f legislation d iscourages 
c o m p e titio n  a m o n g  prov iders  of health  care, and m ay p ro m o te  increased costs .

I t  is o u r  experience  at H u m a n  A ffairs th a t c o m p e titio n  is a pow erfu l and 
necessary  to o l in c o n tro llin g  co sts . M anaged m en ta l health  care will on ly  w ork  in a 
co m p e titiv e  e n v iro n m en t, c o n ta in in g  costs by in te g ra tin g  financing  and delivery  o f 
hea lthcare .

In  co n c lu sio n , H B  266 is an ti-co m p etitiv e , will p ro m o te  increased  co sts , and 
p rov ides  no  b en efit fo r o u r  co m p an y  o r  cu s to m e rs , o r the th o u san d s  o f em ployees 
w c serve across the  s ta te  w ho  benefit from  o u r  c o n tra c ts  w ith p referred  p rov iders. 
T h is  bill w ould  he ex trem ely  d e trim en ta l to  m any  A laskans, and we ask that it n o t  be 
passed  o u t o f c o m m itte e  in any  fo rm .

T h a n k  you  fo r th e  o p p o r tu n ity  to  testify  on  this issue.
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FOR IMMEDIATE RELEASE 
July 21,1994 (102-94)
Contact: Rae Young Bond, 202-624-5898

C Io v cm o^ i, po licy  a ffirm s m anaged c a re  to  c o n tro l costs
Washington, D.C.—A policy passed by the National Governors’ Association (NGA) on TVesday was 

described today by new NGA Chiir Howard Dean of V am onl as “an affirmation o f managed care as a 

means of controlling health-care costs.*1

The policy put the association on record, in  opposition to ovedy restrictive "any willing provider* 

legislation on the federal or state level. Such legislation would require managcd-carc networks to accept 

all providers regardless of the need for their services.

South Carolina Gov. Carroll A. Campbell Jr., who turned his chairm an's gavel over to Gov. Dean 

Tuesday, presided over the midmorning policy session at NGA’s annual summer meeting in Boston. The 

governors approved lire policy just before President Clinton made a major address on health care.

Gov. Campbell said: “It’s essential that government not stand In the way o f the development o f  networks 

of health care by forcing Inappropriate restrictions on them."

Gov. Dean said: “Tills type of legislation has a devastating effect on our ability to manage cost and 

quality. And this means patients pay more for health care."

Such bills have been turning up in slates across the country. Governors hove vetoed them In Colorado, 

Vermont, and Massachusetts.

II. I I ... II,, | , , , >111111 u m u l  u n i t  | •MHINltOH DC. 10001.1171 I 10 1*41 t • ( too
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E C -9 . M A N A G E D  C A R E  A N D  H E A L T H  C A R E R E F O R M

9.1 Preamble
A* the nation move* to comprehensively refora iu hi 

are again at the forefront of change. A  number o f states havja 
reduce health care inflation, expand access for tho working 
leooantability to the ayftan. Managed care baa played an in 
of many auteft to reform their h a lth  care a}*tei» and b  an in 
health rare reform.

9.2 Aa j Wffliug Prorider Legislation
So-called "any willing provider" legblition ha* nppea/ 

legislature* recently and is ujually framed u  a patient choic s issue, Soch legislation 
may undermine aute health care reform effort! and could i oil bach our aignificant 
itftte-byetate progress in thb area.

Generally, the legislation requires that any health care 
meet the terms and oondltloni of a health plan be allowed to 
Thb type of legblatlon is problematic because it has the pot sntial to undermine the 
efforts of managed care orgaalaikmi to control com  and li nit the size o f networks 
In order to achieve maximum efficiency. The result may be decreased pattest volume 
to managed cne organisations, crippling their ability to con 
care servicec. Thb type of legblition can have doves taring effects on current managed 
o r e  delivery systems by.
•  destroying the gatekeeper concept essential to managed 

managed care organizations’ ability to control health cert 
their provider networks:

•  lipuficantfy inatwuicg managed care organiatxma’ adminiauarfvo and claimi cotrtj;
•  preventing managed care organization* from achieving i igniflani provider db 

counts in exchange for patient volume;
•  undercutting the ad mini* native efficiencies of managed riaie
•  actually reducing consumer choice by limiting the pa lira it’s choice to indemnity 

plans; and
•  impeding effort* to improve health care quality through contracting standards 

and information exchange# that can lead to better ontcx 
cans for patients.

9-3 C ouduaion

With a r e  system, states 
aggressively moved to 

poor, and bring greater 
egral role in the efforts 
porunt part o f national

ad in a number of state

provider who agrees to 
participate in that plan.

a re , severely curtailing 
costs and the quality of

"Any willing provider" laws arise from good motive#4-i 
editingpaiiau-provider relations and to safeguard patients 
of prcMder from arbitrary decisions by health plana to a tdod i 
their networks. There are legitimate goab that need to be adti 
that do not threaten the coat, quality, and access advant| 
managed care delivery systems a n  provide.

mcs and higher quality

the desire to preserve 
access to are or choice 
or drop provider* from 
relied through vehicles 
gee that well-d aligned



H e  Governors do nor suppon,ateither thestateorfedeniltevtl,overly 
provider laws. We remain committed 10 remitting the state flexibility tha t: oanaged care delivery 
systems provide to ui as we move to refcna onr health a re  system.
Tim* limited (effective July 1994-July 1996).
Adopted July 1994.
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Representative Pete Kott 
A laska State Capitol 
Juneau, A laska 99801

Dear Representative Kott:

Preferred provider organizations (PPO ’s) play a key role in the Municipality o f 
A nchorage’s ability to manage health care costs for our employees. House Bill 266, “An 
Act relating to preferred provider agreements offered by hospital or medical service 
corporations” would effectively eliminate PPO ’s. I oppose its passage.

The M unicipality uses several different PPO arrangements to help contain the costs o f our 
health care programs. They allow us to reduce our costs yet maintain benefit coverage 
levels for our employees. W e plan to expand these arrangements in tlie future to further 
control the costs o f  our health care program. In our current negotiations, several o f  the 
bargaining units have agreed to enter into PPO arrangements. W e expect to save 
$1,066,000 annually through the use o f  PPO ’s for these unions. This is in addition to 
savings o f  approximately $1,008,000 gained from PPO programs already in place.

If this legislation is enacted, it would have a severe financial impact on the Municipality. 
The savings projected would evaporate and financial concessions agreed to would be 
difficult, if  not impossible, to fund without a serious negative impact on Municipal 
services. Such legislation would seriously limit the ability to control the costs o f  our health 
plan without actually eliminating benefit coverage.

I urge you to reject this legislation and any other type o f  “any willing provider” legislation 
that ham pers an em ployer’s ability to effectively manage the cost o f  health insurance 
coverage for its employees.

Sincerely,

M ayor
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Nationat 
Association 
ol Insurance
Com m issioners Augusl ^  1994

The H o n o ra b le  G e o rg e  J . M itchell 
U .S . S e n a te
W a sh in g to n , D C  20510 

D e a r  S e n a to r  M itche ll:9

In  a n  e f fo r t  to  p ro m o te  basic consumer protections, the N ations! A ssociation  o f 
In s u ra n c e  C o m m iss io n e rs ’ Special Com m ittee on H ealth  C are  R e fo rm  (the  "N A JC  
C o m m itte e " )*  h a s  recen tly  sen t two letters to  you and your fellow  C ongressional leaders  
s e tt in g  fo r th  se v e ra l recom m endations relating to  self-funded plans and  com m unity-rating 
( th e  la s t c o rre sp o n d e n c e , dated  July 27,1994, is enclosed for your convenience). T his 
l e t t e r  e x p a n d s  u p o n  the recom m endations in our p rio r correspondence.

i
Solvency Requirements for Self-Funded Plans
In  Ju ly , th e  N A JC  C om m ittee  recom m ended tha t the self-funding th resho ld  fo r  
em p lo y e rs  b e  se t  a t a group size of 500 or m ore em ployees. T h e  N A IC  C om m ittee  
re c o m m e n d s  fu rth e r  th a t m inim um  solvency requ irem ents be estab lished  fo r all 
e m p lo y e r-s p o n s o re d  self-funded plans that provide health  care  coverage . U n d e r any 
fe d e ra l  h e a lth  c a re  reform  proposal, the N A IC C om m ittee believes th a t s ta tes  should be 
c h a rg e d  w ith  im p lem en tin g  these solvency standards.

O v e r  th e  y e a rs , s ta tes  have gained experience in developing an d  en fo rc ing  solvency 
s ta n d a rd s  in  co n n e c tio n  w ith th e  regulation o f  various types o f h e a lth  coverages. F o r 
e x a m p le , s u i e s  actively  supervise the fin uncial condition o f in su rance  com panies, B lue 
C ro ss /B lu e  S h ie ld  p lans, health  m aintenance o rganizations, p re fe rre d  prov ider 
o rg a n iz a tio n s , w o rk e rs ' com pensation carriers, and disability in su rers , am ong  others. 
T ra d it io n a lly , s ta te s  have used  a  myriad o f solvency too ls to  p ro te c t consum ers from  the 
p o te n t ia l  h a rm  o f  hea lth  p lan  insolvencies, Including: m inim um  d ep o sit and  reserve 
re q u ire m e n ts ;  cap ita l an d  surplus or risk-based capital requ irem en ts ; financial reviews 
a n d  a u d its ;  re in su ra n c e  o r  stop/loss provisions; ho ld /harm less req u irem en ts ; and /o r 
g u a ra n ty  fu n d s .

i a $  you Know, the National Association of Insurance C om m iw ienm  (N A IC l, founded in 1171. i* the 
natio n '*  o ldest aw ocisiicn of state public officials, composed of the chief insurance regulator* In the fifty 
 *•- t v , , . * ,  rvMumbla. A nterican$irao»,O uam ,Pu«it* Rico, snd the  V jrfin  W ind*.



A u g u s t  1 0 , 1 9 9 4
P a g e  T w o

Capitation and Self-Funding

T h e  N A JC  C o m m itte e  reaffirm s the belief that when self-funded em ployers reim burse 
ih e i r  e m p lo y e e  h e a lth  car* eosts through capitated paym ent a rrangem en ts o r through 
o th e r  t ra n s fe r s  o f  financia l risk to  providers, provider groups, or o ther o u tside  entities, 
th e s e  a r r a n g e m e n ts  a rc  subject to  state regulation.

Ability to Community-Pale

In  Ju ly , th e  N A IC  C om m ittee  recom m ended that all health  insurance polic ies offered to  
g ro u p s  w ith  fe w e r  th a i \5 0 0  em ployees be com m unity-raled. In  pa il, th is position  reflects- 
th e  N A J C  C o m m it te e ’S concern  that the eom m uniry-rated pool should  be as large as 
p o ss ib le  to  m ax im iz e  th e  spreading of the cost o f  insurance coverage am ong  various 
p o p u la t io n  g ro u p in g s . T o  this end, the N A IC  Com m ittee now also recom m ends th a t all 
p o lic ie s  so ld  to  individuals includng  both the  standard  benefits package and  
s u p p le m e n ta l  c o v e ra g e  be com m unity »ated in the sam e m anner as g roup  coverage.

F u r th e r m o r e ,  th e  N A IC  C om m ittee believes that health  plans should  have the  op tion  to  
c o m m u n ity - ra tc  p o lic ies  sold to  employers with 500 or m ore em ployees. In  con junction  
w ith  th is  re c o m m e n d a tio n , il is im perative that precautions be tak en , e ither th rough  
m in im u m  p a r t ic ip a tio n  requirem ents or special assessments, to  ensure  th a t  large  
e m p lo y e rs  d o  n o t  ta k e  un fair advantage of the  community*rated m arke t. A lso, safeguards 
sh o u ld  be im p le m e n te d  to  ensure the  fair m arketing of health  care coverages, including 
c o m m u n ity - ra te d  po lic ies, by health  plans.

Fooling ihe Community-Fated Products
T h e  N A IC  C o m m itte e  a lso  recom m ends that the  m edical cost co m p o n en t o f  the  
p re m iu m s  f o r  ind iv idual and group policies, including both the standard  benefits  package 
a n d  s u p p le m e n ta l  coverage, be incorporated in to  the  sam e com m unity-raied  p oo l fo r  
e a c h  h e a lth  p la n .  W ith  regard  to  the  technical aspects o f pooling the  m ed ical costs, som e 
flex ib ility  m a y  b e  n e e d ed  to  accom m odate the various rypes o f  supp lem en ta l coverages as 
ih e y  a re  p o o le d .  T he  N A JC  Com m ittee recom m ends fu rther th a t hea lth  p lan  
a d m in is tra t iv e  o r  o v e rh ead  eosts (e.g.. salaries, ren ts, taxes and com m issions) as a p o rtio n  
o f  i l te  p r e m iu m  shou ld  be d e a rly  identifiable and should n o t be  included  in  the  
c o m m u n ity - ra te d  p o o l, in  o rd e r  to  tneourage com petition  and efficiency am o n g  h ea lth  
p la n s . F u r th e r m o r e ,  s ta tes  should  be perm itted  to  establish a p p ro p ria te  regu lato ry  
s ta n d a rd s  fo r  th e  adm in istra tive  and overhead costs so  that they do  n o t b ecom e a  device 
u se d  by  h e a l th  p lan s  to  circum vent the comm unity-rating requ irem ents.



August 10,1994
Fajje Three

Supplemental Coverage
The NAJC Committee recommends that coverage supplemental to the standard benefit 
package be community-rated as referenced above. The Na JC Committee supports the 
requirement o f health plans offering these supplemental policies on a guaranteed issue 
basis and opposes the offering o f supplemental coverage that In any way duplicates 
coverage provided in the standard benefits plan (such as dread disease coverage),
A ny W illing Provider Provisions

The NAJC Committee believes that "any willing provider" provisions compromise the 
ability o f managed care organiiations to offer quality and cost-cffcctivc eare. This type of 
provision may force managed care organizations 10 accept any provider that is willing to 
meet the terms and conditions of the health plan. Consumers would not be well-served if 
health plans have to accept less qualified providers in their provider networks and if the 
ability o f health plans to negotiate volume discounts is reduced as the number o f  
participating providers in the networks increase. Moreover, state insurance regulators do 
not believe that the adoption o f an "any willing provider" requirement is the proper 
means to ensure appropriate consumer aceess to providers or consumer choice of 
providers. *
The NA IC members continue to look forward to working with Congress on the technical 
insurance-related details o f federal reform measures to help ensure its proper direction • 
and successful implementation. We would be happy to znswer any questions and provide 
you with any additional background information upon request. I f  you have an y  questions, 
please contact Garry Carneal ox Nicole Tapay in the NAJC’s Washington, D.C. office at 
<202) 624-7790.
Thank you for your consideration of ihese recommendations.

Sincerely,

-Director, Alaska Division of Insurance
Enclosure
cc Members o f  Congress
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D o e s  M a n a g e d  C a r e  R e a l l y  S a v e  M o n e y ?

By Oavtd S. Hllzenrath
Wxtvnnon Pn« Safi Writer SHIFTING THE COSTS

• ome health insurers pay more than others for hospital care. Here's a look al Georgetown
* University Hospital's inpatient business in its 1993 fiscal year, broken down by insurance type.

T j — '

The hospital's cost per procedure was similar for 
each group, but actual payments varied widely—
IN TIIOUSANOS OF OOLLARS

Fee-ior-serwce

-AO Hs average profit per case was far greater 
for patients with traditional Insurance coverage
AVERAGE PROFIT PER CASE, IN TIIOUSANOS OF DOLLARS

Fee-lor-seivice

$35 $20

While only a minority ef patients had traditional 
fee-for-service coverage-
1993 INPATIElIT ADMISSIONS

Fee-lor-service

—these patients were the sole major group 
on which the hospital mada a profit
PROFIT OR LOSS, IN MILLIONS

Fee-tor-sennc*

Blue Cross/ 
Blur Shield

Chaiity care

1.500 3,000 4,500 6.000 -10 10 IS $20

SOURCE: G«r|*lo«m Umvrrvty Howrtil
NOTE: Minnwdcara fuueols in  defined t i llow wOose hrWUs oUn» hew nrtoliliM snecd run witti Georptmn. Ir r  lor servrl pittenti 
in  defined» those who. Hoof vnlb Ibeir health imurm, are odlfated to pay Geof|ehnvn'i Ml chiryn. Coromry bypns Trim  m  basro on 
232 wuenls wno urwenmnl Itw procedure without canUac cilhntration. i  mates) atnnosnc tn l. IK WWMKUfflWni

hen Charles W. 
T u rn e r  under- 
went a coronary 
triple bypass at 
W a s h in g to n . 

D .C .'s  Georgetown U n ive rs ity  
Hospital in December 1992. the 
hospital wns paid S28.113.

'•'Tien Shelby A. Fowler had Ihe 
same operjtinn at ihe same hospi­
tal less than three months later, 
the hospital was paid only 
SI 0.987.

Turner, a retired road construc­
tion w orker from ru ra l 
Lonaconing, Md.. was covered by 
a traditional fee-for-services insur­
ance plan, which paid the hospi­
tal’s full charges. Fowler, an engi­
neer at a high-tech company in 
Tysons Corner, Va.. was covered 
by a health maintenance organiza­
tion. which paid a negotiated fee.

The hospital said it made a prof­
it of 512.181 on T u rn e r but lost 
S7.160 on Fowler because the deal 
it made w ith Fo w le r's  HMO 
amounted to a below-cost d is­
count. Georgetown lost SR.2 mil­
lion during its past fiscal year on 
inpatients covered by HMOs and 
other managed care p lans that 
received discounts, the hospital 
says.

The story of Turner and Fowler, 
and a broader an a lys is  of 
Georgetown Hospital's finances 
over a one-year period, show how 
manv HM Os and other health 
insurance plans that are cited as 
modeis of cost effectiveness save 
money largely by shifting costs to 
other insurers.

al
PRIVATE IN SURAN CE COMPA- 
nies have long complained about 
cost-shifling, by which they mean 
the extra charges they pay to make 
up lor the money hospitals lose 
treating uninsured patients and 
those covered by government insurance programs for the 
elderly, poor and disabled.

Now. manv private health plans—chiefly those run by 
managed care companies and big employers— benefit 
from a new form of cost-shifling in which they receive dis­
counts while other private insurers pay inflated rates for 
health-care services.

The discounts may look as if they are helping to solve 
the nation's problem of rising medical costs, but many 
analysts, including tlie Congressional Budget Office, say 
they merely redistribute the burden of payinR for health 
care.

•You can't Rive everyone a discount." as health econo­
mist Harold S. Lull of the University of California al San 
Francisco, puts it

The pursuit of discount prices works only as long as 
hospitals can compensate by cutting costs, lowering prof­
its or raising somebody else's charges, industry analysts 
and executives say And hospitals are running nut ol 
potential somebody r ise s , bemuse H M O s anil other

types of managed care are rapidly expanding their share of 
people covered by private insurance.

If Ihe Georgetown example is any guide. Ihe reliance of 
many health plans on discount prices poses two challenges 
for health care in the United Stales:
■  As H M O s and other plans that benefit from discounts 
grow, people already enrolled in those plans could find their 
insurance costs rising in relation to other people's premi­
ums. because they could be forced to assume costs now 
shifted toothers.
■  For the same reason, a new national health care system 
designed to save money by steering people into large pur­
chasing groups, such ns the systems proposed by President 
Clinton and many lawmakers, could experience an element 
ol diminishing returns.

Unlike traditional Insurance plans, which provide Ihe same 
coverage wherever their members seek treatment, IIM O s 
and other managed care plans steer patients to bpprnvrd 
doctors and hnspilnls that accept discounted rales.

Advocates of H M D s, which coordinate patients' ra re

through medical gatekeepers, 
discounts can lead to lasting s 
ings for all patients because t! 
drive hospitals to operate mi 
efficiently.

They say H M O s also save 
other ways, such as by empha? 
ing preventive medicine, contr 
ling patients' access to expenst 
medical specialists, cutting dm 
on unnecessary surgery, redi 
ing hospital slays, and by urgi 
the use of m ore cost-effecti 
treatments.

'The re  is a tremendous poll 
tial savings from quality manat 
ment and em phasis on preve 
lion." says Karen Ignani. pre 
dent of Group Health Associate 
of America Inc.. an HMO lobby.

However, a recent study by ll 
Healthcare Leadership Council, 
health care industry group th 
supports managed care , four 
that those medical manageme 
techniques account for only abo 
a fifth of the savings that the mo 
popular form of HMO offers ovi 
typical fee-for-service insurance 

The remaining 78.9 percent 
Ihe nelwork-style HMOs' savini 
result from discounts from do 
tors and hospitals, according 
the study, p repared by ll 
research firm Lewin-VHI Inc. ar 
based on internal data from AeU 
Health Businesses.

M any health  ca re  network 
known as p re fe rre d  prnvidt 
organizations rely almost entire 
on discounts lor their cost advai 
tage.

Ui
G E O R G E T O W N . A  LA RG  
teaching hospital, knows all to 
well what discounts do in the ne? 
world of cost-shifting.

Georgetown finished its mo? 
recent fiscal year, which ende 
June 30. $4.8 million in Ihe ret 
even though it made a profit r  
S I7 .9  million on inpatients wh 
had fee-fo r-service insurance 

That profit was erased by the $6.2 million the hcspital los 
on managed care inpatients, combined with millions of dol 
lars of losses on M edicare. M edicaid. B lue Cross/Blu< 
Shield and charity care inpatients.

Although the hospital made an average profit of $4.68 
each lime it admitted a fee-for-service patient, it lost an aver 
age of $1,159 each time it admitted a managed care patient 
Ihe hospital says.

Georgetown lost almost three limes as much money or 
inpatient managed care as Ihe $2.1 million it lost on inpaliem 
charity care.

Differences in patients' needs or treatments may account 
for part of the gap between Georgetown's profit on fee-for- 
service business and its los* on managed care. But the over­
riding explanation appears to be that the two groups paid dif­
ferent prices, as reflected in data on more than 700 suigery 
cases that Georgetown provided at The Washington Post's 
request.

For rxample, among 232 Georgetown pnlienl* undergoing 
Ihe roronary bypass operation without cardiac callieterir.a-



A r t . I , § 15 C o n s t it u t io n  o f  A l a s k a A r t . I, § 15

Section 15. P roh ib ited  S tate Action. No bill of attainder or ex 
post facto law shall be passed. No law impairing the obligation of 
contracts, and no law making any irrevocable grant of special privi­
leges or immunities shall be passed. No conviction shall work corrup­
tion of blood or forfeiture of estate.
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Position Regarding 
Any Willing Provider Laws

Sisters of Providence, Alaska
The Sisters of Providence oppose introduction of Any Willing Provider laws into the current 
health care environment. Our reason is simple:

The system can't work two ways at once.
• The Any willing Provider concept destroys the spirit of competition in the current 

health care setting.
• It becomes unnecessary in a reformed health care setting.

Discounts are Based on Volume.
Payers (insurance, employers groups) negotiate with providers (health facilities, profes­
sionals) for discounted fees in exchange for volume given.

If "any willing provider" is allowed to enter the picture offering the same discounts, 
volume is dispersed. Without offsetting volume, discounts are difficult or impossible to 
sustain. Before long, all discounts disappear. (Basic rules of business and competi­
tion.)

We would argue differently if health reform & universal coverage initiated.
If we had health reform and universal coverage however, the picture could/should 
change.
These negotiated discounts and involuntary discounts imposed by government 
payers (Medicaid, Medicare, VA and Champus, etc.) contribute to the cost shifting 
cycle.

In a new health care system, reduced volume will mean lower cost. We believe that 
if a comprehensive Alaskan health reform bill offering universal coverage was passed, 
cost shifting would stop. Under the reform proposals which we have supported, every­
one takes on a fair share of their responsibility. Focus on prevention and early interven­
tion on medical problems will mean less time in the hospital (less volume and less 
expense to the Alaska Health Plan).

With offsetting advantages of no "bad debt" and simplified paperwork, providers would 
be able to charge all their patients the same price*. The "vicious circle" of passing on 
costs to someone else becomes a "cooperative circle" instead.

*The "m arket-based” aspect of the proposed market based single payer system  allows providers to set their 
own fees so Hospital A  can charge more or less than Hospital B . Hospital A  just can't charge a  State employee 
one price, a "self-paying” individual or a Medicare recipient another price. Consum ers m ay m ake their se le c­
tions based on cost, quality, accessib ility , etc.



R I C H A R D  A .  A N S C H U E T Z ,  M .D . ,  F . A . C . C

R E C E I V E D  

APR 1 7  1995
3340 Providence Drive. Suite 35" 

Anchorage, Alaska 99508*4627 
Telephone: <90~) 5610066 PAX: (907) 563*9386

Hllb U

A p r i l  4 , 1 9 9 5

Representative Pete Kott 
Alaska State Legislature 
State Capitol, Room 432 
Juneau, AK 99801-1182

Dear Rep. Kott:

I would like to make a brief commentary in support of House Bill 266 (Any Willing Provider).

I know that you have received many conflicting messages of support and opposition to this 
legislation.

As a cardiovascular specialist practicing in Anchorage, I feel that passage of the Any 
Willing Provider Bill is a very important step.

Alaska is a small enough state and the medical community is small enough that, should any 
one "insurance" entity or hospital choose to exclude certain physicians, this could represent 
a significant negative impact on a medical practice. As long as a physician can meet the 
"medical" standard created by a payer, and is willing to perform services at the contract 
price, he shoi Id be allowed to participate. An equally important aspect is the protection of 
due process such that a payer cannot arbitrarily exclude a practitioner from a plan without 
appropriate due process.

All of the physicians with whom I have discussed this issue are in support of Any Willing 
Provider legislation. The only entities that seem to be opposed are those that are or want to 
become provider/payers.

Please consider continuing a patient's right to choose his physician, and a physician's right 
to continue to practice his profession in your deliberations on this bill. I hope that you will 
come to the conclusion that support of the Any Willing Provider Bill is very important.

Thank you for your interest in this matter. Please feel free to contact me at any time.

Sincerely,

Ri
Fellow, American College of Cardiology

R A A / s l



Aoril 10, 1995

Honcrat'le Pete Kott 
House of Representatives 
Labor and Commerce Committee Chairperson 
June3u. Alaska 99801

Dear Mr. JCctt:

Tlie Pathology Radiology Department of the Medical Staff at Alaska Regional Hospital has 
unanimously endorsed House Dill #266. "An act relating to preferred provider agreements 
ottered by hospital or medical service corporations", We urge passage of House Bill £266 out 
of committee and passage ofthe bill by the legislature. (Those '1 physicians present for tho vote 
on this action taken on April IQ, 1995 arc listed below).

As physicians we are concerned when patients are prevented from seeing the physician and 
using the hospital of their choice or arc financially penalized for doing so. We support this bill 
as a way of continuing to assure consumer freedom of choice cf hospital and other providers.

Thank you for your consideration of this important health care issue and for passing the bill out 
of your committee.

 r   . /Radiology

SJ/jmh

cc: Labor and Commerce Committee Members
Health & Social Service Committee Members

Department of Path ol o c vR a<1 iol o try Members Present
Geoffrey Hastings, MD .Steven Jayich, MD
Jules Holayter, MD Lester Lewis, MD

'MYl Dr'flnrr Pond

P .O . B o x  I43M89 

Alltliomee. AK Wt-MltSV 
g |l7 - ? 7 f . l  111 k i v  m i7 .7 M .1 143

Sincerely,

S U  /  /
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The Honorable Pete Kott
House of Representatives
Labor and Commerce Committee Chairperson
Juneau, Alaska 00801

Dear Mr. Kott:

The OB/GYN Department of the Medical Staff at Alaska Regional Hospital has unanimously 
-■ndorsed House Dill *266. "An act relating to preferred, provider agreements ottered by hospital 
or medical service corporations". V/c urge passage of House Bill #266 out of committee and 
passage of the bill by the legislature. (Those 9 physicians present for the vote on This action 
taken on April 6, 1995 arc listed below).

As physicians wc arc concerned when patients arc prevented from seeing the physician aud 
using the hospital of their choice or are financially penalized for doing mj. Wo support this bill 
its a way of continuing to assure consumer freedom of choice of hospital and oilier providers.

Thank you for your consideration of thi3 important health care issue anil for passing the bill Out 
of your committee.

Sincerely, a

. . ( J  f o J o  Q  „ 'JH

John B. DcKcyscr. MD 
Chairperson, Department of OD/GYN

JBD/jmh

cc: Labor and Commerce Committee Members
Health & Social Service Committee Members

Department of OB/GVN Members Present 
Donna Chester, MD Mark Richey, MD
Wynd Counts. MD Sherrie Richey. MD
lohn DeKeyser, MD George Straus try, MD
John Erkroann, MD Rohert Thompson. MD
Melanie McCleave, m d

?X!M Oi’Itnrr R oad
:j.O. liux urns*
Aiu'hor.icv, Aa ‘w51 

*'U7-zrft*tni r.ix ‘inr-zivt-i ma



R I C H A R D  A .  A N S C H U E T Z ,  M .D . ,  F . A . C . C
CARDIOVASCULAR DISEASES

A t'mlcsstonjl Cor |M>rj turn r e c e i v e d

APR 1 7  1995
3340 Providence Drive. Suite 357 
Anchorage, Alaska 99508-4627 

Telephone: (907) 561-0066 FAX: (907) 563-9386

A p r i l 4 , 1 9 9 5

Representative Pete Kott 
Alaska State Legislature 
State Capitol, Room 432 
Juneau, AK 99801-1182

Dear Rep. Kott:

I would like to make a brief commentary in support of House Bill 266 (Any Willing Provider).

I know that you have received many conflicting messages of support and opposition to this 
legislation.

As a cardiovascular specialist practicing in Anchorage, I feel that passage of the Any 
Willing Provider Bill is a very important step.

Alaska is a small enough state and the medical community is small enough that, should any 
one "insurance" entity or hospital choose to exclude certain physicians, this could represent 
a significant negative impact on a medical practice. As long as a physician can meet the 
"medical" standard created by a payer, and is willing to perform services at the contract 
price, he should be allowed to participate. An equally important aspect is the protection of 
due process such that a payer cannot arbitrarily exclude a practitioner from a plan without 
appropriate due process.

All of the physicians with whom I have discussed this issue are in support of Any Willing 
Provider legislation. The only entities that seem to be opposed are those that are or want to 
become provider/payers.

Please consider continuing a patient's right to choose his physician, and a physician's right 
to continue to practice his profession in your deliberations on this bill. I hope that you will 
come to the conclusion that support of the Any Willing Provider Bill is very important.

Thank you for your interest in this matter. Please feel free to contact me at any time.

Sincerely,

Ri
Fellow, American College of Cardiology

R A A /s l



“ Any W illing Provider” Legislation

Summary Comments

“ Any willing provider”  laws add costs to the health care system.

• A health plan’ s ability to control eosts is in part a function o f its ability to limit its 
selection o f providers (Ref. Atkinson & Company: “ The Cost Impact o f ‘Any 
Willing Provider’ Legislation").

• Plans can negotiate fuvorable discounts with providers in return for patient 
volume. Physicians in the plan’s system generate hospital referrals, which 
inccntivizcs the hospital to offer competitive pricing to the plan to retain business.

• Consumers can benefit from lower premiums when plans ure able to contain 
claims costs by obtuining favorable pricing from providers.

•  A health plan’s contracting should not have to maintain providers that have 
surplus capacity (e.g. a hospital with a low census).

• I f  plans have to accept any willing provider, the administrative costs o f  plans 
monitoring and munaging providers rises.

"Any willing provider”  laws threaten quality o f health care delivery.

• Delivering all care within u single delivery system offers continuity o f care to 
consumers.

•  A delivery system thut encompasses specialty, hospital-based ancillary and 
hospital services facilitates the process o f continuous quality improvement and 
quality monitoring. A referral system that integrates care depends on the plan’ s 
ability to contract selectively.

•  BCW A ’s pluns are to focus on accreditation by the Jfatiojial Committee on 
Quality Assurance. Without selective contracting, our efforts to meet the NCQA 
criteria are compromised.

•  With unlimited provider networks, pluns lose their ability to monitor quality 
efficiently and effectively.



“ Any w illin g prov ide r” laws can have n negative impact on consumers.

• Consumers do nut benefit i f  plans that already have adequate provider networks 
are forced to contract witli additional providers. The costs o f contracting with 
unneeded providers result in higher premiums.

• Pluns no longer have the right to choose tlie best and most efficient providers to 
serve their customers.

• Selective contracting enables plans to demonstrate that high quulity care can be 
provided for lower cost to the benefit o f die consumer.

“ Any willing provider”  laws are anti-compctitivc,

• Hospituls und professional providers no longer have the incentive to compete for 
patient volume by agreeing to accept deeper discounts.

• Supporters o f “ any willing provider”  provisions arc seeking a guaranteed source 
o f business at the consumer’ s expense.

• Consumer demand is a sufficient incentive for competing health plans to develop 
attractive provider networks.

Many organizations and regulatory agencies do not support “ any w illin g p ro v ide r”  
laws.

• The National Governors’ Association has issued a policy statement in opposition 
to “ any willing provider”  laws.

• The National Association o f Insurance Commissioners is opposed to “ any willing 
provider”  laws.

• The Federal Trade Commission has stated that “ any willing provider”  laws arc 
nnli*compelitive and would result in reduced consumer choice.



April 18, 1995

The Honorable Pete Kott
House of Representatives
Labor and Commerce Committee Chairperson
Juneau, Alaska 99801

Dear Mr. Kott:

The Surgery Department o f the Medical Staff at Alaska Regional Hospital baa unanimously 
endorsed House Bill 3266, "An act relating to preferred provider agreements offered by hospital 
or medical service corporations". Wc urge passage of House Dill #266 out of committee and 
passage of the bill by the legislature. (Those 22 physicians present for the vote on this action 
taken on April 18, 1995 are listed bedew and on the next page).

As physicians we are concerned when patients are prevented from seeing the physician and 
using the hospital of their choice or are financially penalized for doing so. We support litis bill 
as a way of continuing to assure consumer freedom of choice of hospital and other providers.

Thank you for your consideration of this important health care issue and for passing the bill out 
of your committee.

Qqjinlincnt of Sumerv Members Present
David Anderson. MD
Robert Briller. MD
John Broda, MD
Won P. Chune, MD
Donald Dippe^ MD
2RCn DrlJ.irr Rrwirl 
P.O. Dox RVUW 
Anchorage*. AK 99511-3189 
907-276*1131 l'a» W7-264-1U3

Sincerely,

JEO/;mh

cc: Labor and Commerce Committee Members
Health «fc Social Service Committee Members
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’Die Honorable Pete Kott 
House cf Representatives 
Labor and Commerce Committee Chairperson
Pin* 9

Department of Surgery Members Pregent Continued
Steven Fioexchinger, MD
John Godetsky, MD
Roland Gower, MD
William Hammel, MD
Thomas Harrison, MD
Herbert KIocs, MD
Oliver Korsbin, MD
Stephen Kuhn, MD
Creed MamiIranian, MD
Michael Manuel, MD
James O’Malley, MD
William Pease, MD
Robert Risica, MD
James Scully, MD
George Siegfried. MD
Kevin Tcmera, MD
Charles Tschopp, MD
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A pril 19, 1995

'Hie Honorable Pete Kott
House of Representatives
Labor and Commerce Cnmmiitce Chairperson
Juneau, Alaska 99801

Dear Mr. Kott:

'•Tic Emergency Medicine Department of the Medical Staff at Alaska Regional Hospital has 
unanimously endorsed House BUI #266, ".An act relating to preferred provider agreements 
offered by hospital or medieal service corporations". We urge passage of House Bill *266 out 
of committee and passage ofthe bill by the legislature. (Those 4 physicians present for the vote 
on this action taken on April 19, 1995 are listed below).

As physicians we are concerned when patients are prevented from 3Coing the physician and 
using the hospital of their choice or are financially penalized for doing so. Wc support this bill 
as a way of continuing to assure consumer freedom of choice of hospital and other providers.

Thank you for your consideration of this important health care issue and for passing the bill out 
of your committee.

Donald Hudson, DO
Acting Chairperson, Department of Em ergency Medicine 

DH/jmh

cc: Labor and Commerce Committee Members
Health, Education & Social Services Committee Membors

Department of Emergency Medicine Members Present
Peter Hackctt, MD Keith Winkle, MD
Donald Hudson, DO Ken Zaffen, MD

7801 DrKrtfr 
P O. Box 143889 
Anchorage. AK ' ^ l  4* .11.HO 
V07-27A.I D1 F.ix 4d7.7M.rAl

/



Position Regarding 
Any Willing Provider Laws 

Sisters of Providence, Alaska
The Sisters of Providence oppose introduction of Any Willing Provider laws into the current 
health care environment. Our reason is simple:

The system can't work two ways at once.
• The Any willing Provider concept destroys the spirit of competition in the current 

health care setting.
• It becomes unnecessary in a reformed health care setting.

Discounts are Based on Volume.
Payers (insurance, employers groups) negotiate with providers (health facilities, profes­
sionals) for discounted fees in exchange for volume given.

If "any willing provider" is allowed to enter the picture offering the same discounts, 
volume is dispersed. Without offsetting volume, discounts are difficult or impossible to 
sustain. Before long, all discounts disappear. (Basic rules of business and competi­
tion.)

We would argue differently if health reform & universal coverage initiated.
If we had health reform and universal coverage however, the picture could/should 
change.
These negotiated discounts and involuntary discounts imposed by government 
payers (Medicaid, Medicare, VA and Champus, etc.) contribute to the cost shifting 
cycle.

In a new health care system, reduced volume will mean lower cost. We believe that 
if a comprehensive Alaskan health reform bill offering universal coverage was passed, 
cost shifting would stop. Under ine reform proposals which we have supported, every­
one takes on a fair share of their responsibility. Focus on prevention and early interven­
tion on medical problems will mean less time in the hospital (less volume and less 
expense to the Alaska Health Plan).

With offsetting advantages of no "bad debt" and simplified paperwork, providers would 
be able to charge all their patients the same price*. The "vicious circle" of passing on 
costs to someone else becomes a "cooperative circle" instead.

’ The  “m arket-based" aspect ol (he proposed market based single payer system  allows providers to se t their 
own fees so Hospital A  can  charge more or less than Hospital B . Hospital A  just can ’t charge a  S ta te  em ployee 
one price, a  "self-paying* individual or a  Medicare recipient another price. Consum ers m ay m ake their se le c ­
tions based on cost, quality, accessib ility , etc.



3200 PROVIDENCE DRIVE 
P.O. BOX 196604 
ANCHORAGE, ALASKA 
99519-6604

Tel 907 562-2211

Providence Health System 
Position Points Regarding 

Any Willing Provider Legislation

Overview
The proposed legislative language in HB266 to create an "Any Willing Provider11 provision and 
thus replace Preferred Provider contracting in Alaska raises several key issues:

1. Without preferred provider programs, there will be no "volume discounts".

2. This legislation will increase costs-particularly in Anchorage (the only
community where there are competing hospitals).

3. This legislation will take away the ability of purchasers (primarily employers)
to determine where they purchase services.

4. Why legislate to protect one specific institution that already has a healthy
profit margin?

R e s p o n d in g  to th e  f ir s t  tw o  is s u e s  . . .

1. N o  " v o lu m e  d i s c o u n t s "  a n d  2 . I n c r e a s e d  c o s t s

W e  re ite ra te  o u r  te s t im o n y  b e fo re  th is  c o m m it te e  la s t  s p r in g  . . .

• The Preferred Provider concept has been key in reducing the spiraling costs of
health care in Alaska. Competition has led to volume discounts for employers and 
insurance companies without* lowering the quality of health care.

If "any willing provider" is allowed to offer the same discounts, volume is 
dispersed and the discounts are impossible to sustain. The ultimate result will be 
increased health care costs, a fact readily admitted by Alaska Regional Hospital who 
has requested this bill. (See Attachment A: What the increase would be for current 
Providence contracts.)

' Preferred Provider contracts have been sought by employers because they allow
organizations to better manage their health care costs. In fact, over 97,000 
Alaskans-now part of Preferred Provider contracts-would be negatively affected 
by this bill. Any Willing Provider legislation means Alaska would not be able to have 
managed care or HMOs, which have proven very effective in controlling cost of care in



other s ta te s . (N ote : M anaged  ca re  is  being strong ly  p rom oted at the F e d e ra l leve l a s  

an  ap p ro ach  to the im pending M ed icare  c r is is .)

I s s u e  3 : T h is  l e g i s la t io n  ta k e s  a w a y  th e  a b i l i t y  o f  p u r c h a s e r s  ( u s u a l l y  
e m p lo y e r s )  to  d e te r m in e  w h e r e  t h e y  p u r c h a s e  s e r v i c e s  fo r  th e i r  
e m p l o y e e s .

W e  b e lie ve  that a s  the m ajo r p u rch ase rs  of hea lth  c a re , em p lo ye rs  sh o u ld  co n tin u e  to 

be ab le  to s e le c t  the hea lth  plan of the ir ch o ice  to o ffe r a s  an  em p lo yee  benefit.

U n d e r cu rren t p lan s , e m p lo ye es retain their freedom  to c h o o se  health  c a re  p ro v id e rs  
and  m ay  s e e k  s e rv ic e  from  other than tho se  listed a s  P re fe rre d  P ro v id e rs .

W hen  e x e rc is in g  th is ch o ice  how ever, the em p lo yee  m u st be willing to p a y  the 

d iffe rence  in d ed u ctib le s  to go outside the p lan . (T h e  trade-off--w hich  h a s * a lw a y s  been  

in e f f e c H s  that by accep tin g  an  em p loyer's health  c a re  benefit do lla rs , the  e m p lo ye e  

a lso  a g re e s  to so m e  lim itation in "purchasing" c h o ic e s .)

S o m e  p h y s ic ia n s  support A n y  W illing P ro v id er, and ra ise  the  is su e  of patient ch o ice  of 

p h ys ic ian . W e  b e lie ve  Lo w e r 48  e xp e rien ce  ind ica tes ben efits  to m an ag e d  c a re  

su b sc r ib e rs  (c o n v e n ie n c e , a c c e s s , sa tis fa ctio n  in le s s  out-of-pocket e x p e n s e ) g e n e ra lly  

o ffse ts  c o n c e rn s  regard ing  so m e  lim itations in ch o ice  of p h ys ic ian .

I s s u e  4 . W h y  l e g i s la t e  to  p r o t e c t  th e  in s t i tu t io n  t h a t  i s  a l r e a d y  th e  m o s t  
p r o f i ta b le  h o s p i t a l  in  th e  s t a t e ?  

N o t - fo r - p r o f i t  v s F o r-P ro fit. T a x  i s s u e .  
S m a l l  P r o v id e r  v s  L a rg e  P r o v id e r /O p p o r tu n i ty  to  C o m p e te

Fo r-P ro fit p ro v id e rs  m ain ta in  that b e c a u se  they m ust p a y  ta x e s  they ca n n o t co m p e te  
w ith N ot-For Pro fit h osp ita ls  who do not p ay  ta xe s .

P ro v id e n ce  A la s k a  M ed ica l C e n te r m a in ta in s that For-Profit hospitals have 
deliberately chosen to be in business to make a profit, waiving the traditional 
tax-exempt s ta tu s  of h o sp ita ls . T h e  sta te 's  only for-profit hosp ita l, A la s k a  R e g io n a l 

reported a  profit of $ 8  m illion in 1994, e ve n  after paying  ta x e s . A cco rd ing  to 

su b m iss io n s  to th e  S ta te 's  M edicaid  R a id  A d v iso ry  C o m m iss io n , their net in co m e  p e r 

("ad justed") d a y  is  94% higher than Providence's . (S e e  Attachments B1 and  B2 )

T h e  desig n atio n  "Not fo r profit" ind ica tes that w h ile  an  institution su ch  a s  P ro v id e n ce  

n ee d s  to h a v e  an n u a l net revenu e  e x ce e d  e x p e n s e s - m a k e  a  "profit"--in o rd e r to 

rem ain  v ia b le , all ou r re ve n u e s  m ay only be re in vested  into the o rgan iza tio n  o r u se d  

for ch arity  c a re  an d  com m unity  health  n ee d s .

T h e  la rg e  p la y e r  in th is is s u e  is not P ro v id en ce  A la s k a  M ed ica l C e n te r ; it is  A la s k a  

R eg io n a l H osp ita l w h ich  is  ow ned by C o lu m b ia/H C A  H e a lth ca re  C o rp o ratio n , the  

la rg est h ea lth  c a re  co rporation  in the w orld .



A la s k a  R e g io n a l h as  not b een  locked  out of the  m arket and  d o e s  in fa c t , h a v e  a  

n um b er of P re fe rred  P ro v id e r A g re e m e n ts  (see Attachment C) an d  th e y  had  the  A etn a  
co n tract p rev io u s ly .

W e  b e lieve  P ro v id en ce 's  com m itm ent to contro l co s ts  (w hile  still m a in ta in ing  quality) 

h a s  resu lted  in our s u c c e s s  in obtaining c o n tra c ts . (See Attachment D: Cost 
comparisons for State of Alaska employees as reported by Aetna, their insurance 
provider. Average cost per day at Providence $1,920, $2,927 at Regional.)

If P ro v id e n ce  ch arg ed  w hat A la s k a  R e g io n a l c h a rg e s  per a d ju ste d  patient d a y , w e  

w ou ld  h a v e  net operating in co m e  of $ 5 2 ,3 1 7 ,5 1 6  a s  opposed  to o u r cu rren t 

$ 7 ,9 6 6 ,6 7 1 . (See Attachment E : This demonstrates the complete difference in charges 
applications between hospitals.).

hmcrany2



IF ANY WILLING PROVIDER PASSES 
NEGOTIATED CONTRACTS WILL END 
AND PROVIDENCE PRICES WILL INCREASE IMMEDIATELY 
DUE TO NO KNOWN VOLUMES IMPACTING THE FOLLOWING:

E F F E C T  ON:

BLUE C R O SS  (75,000 lives) $ 4,000,000
AETNA (13,000 lives) 2,418,000
ETHIX 420,000
SOUND HEALTH 2,115,000
FIRST  CHO ICE 540,000

TOTAL INCREASE IN INSURANCE COSTS (these gmups) $ 9,493,000

EFFECT ON EMPLOYER THRU DIRECT CONTRACTS

BRITISH PETROLEUM $ 152,000
A LYESKA  PIPELIN E 130,000
CARRS 65,000
TEA M STER S 1,100,000

TOTAL INCREASE IN HEALTHCARE COSTS (these gmups) $ 10,940,000

ATTACHMENT A



ATTACHMENT B1

1994 A C T U A L  

O P ER A T IN G  INCOM E 

N ET  INCOM E
•

P R O V

7,966,671

11,724,377

A R H  • 

8 ,094,372 

8 ,514,342

IN PA TIEN T R E V E N U E 151,339,046 98,540,019
O U TPA T IEN T  R E V E N U E 61,307,973 47,205,391

TOTAL REVENUE 212,647,019 145,745,410

PA T IEN T  D A YS 67,743 24,047

AVERAGE DAILY CENSUS 186 66

MEDICARE DAYS 17,551 5,709

MEDICAID DAYS 12,694 4,540

OCCUPANCY 54 28

D IS C H A R G E S 14,026 5,204
M ED IC A RE 2,388 849
M EDICAID 3,076 1,047
MED/MCAID P E R C E N T A G E  D A YS 45% 43%

MED/MCAID PERCENTAGE DISCHARGES 39% 36%

A D JU S T E D  PA T IEN T  D A YS 95,186 35,567
A D JU S T E D  D IS C H A R G ES 19,708 7,697

AVERAGE DAILY ADJUSTED PATIENT DAYS 261 97



ATTACHMENT B2

• P ro v id en ce A la ska  Reg iona l %  D IF F E R E N C E

O P ER A T IN G  IN CO M E P E R  A D JU S T E D  (A D J) DAY 84 228 172%
N ET  INCO M E P E R  A D J DAY 123 239 94%
A V E R A G E  R E V E N U E  P E R  A D J P A T IE N T  DAY 2,234 4,098 83%
C O S T  TO  C H A R G E  RA TIO 0.65 0.38 -42%
P E R C E N T A G E  O F P A T IE N T S  PAV IN G  FU L L  C H A R G E S  25%  25%



ALASKA REGIONAL HOSPITAL'S PREFERRED PROVIDER AGREEMENTS NOWIN FORCE
ATTACHMENT C

A F F O R D A B L E  H E A LT H C A R E  . . $ 1,000,000

CIG N A

W ALM ART

V E T E R A N S  ADM IN ISTRATIO N  

INDIAN H EA LTH  S E R V IC E

N EW  Y O R K  L IF E __________________________________________________________________________________  27,000

A SI F L E X $ 140,000



Significant Findings 
1994

Top Ten Hospital Providers

Provider Nome Locution

providence Hospital Anchorage

Alaska Regional | (ospila) Anchorage

Part|ci| Memorial Hospital Juneau

Fairbanks Memorial Hospital Fairbanks

Swedish Hospital Med-Ctr. Seattle

University of Washington Seattle

Childrens Hospital and Med. C|r. Seattle

Valley Hospital Association Anchorage

Charter North Hospital Anchorage

Virginia Masoi) (lospllal Seattle

T O T A L

Percent Jo  Total T .'s; ilal Pcncllls

Inpntlent Outpatient Total

Benefits Benefits ii clients

52,501.-106 1 $1,424,271 $3,925,677

51,57-1,493 ... $1,066,199 $2,640,692

$1,110,392 $1,663,101 $2,773,493

$736,506 $75-1,203 $1,490,709

$506,696 $227,389 $734,085

$-159,747 $221,987 $681,73-1

$439,735 $205,003 $64-1,738

$347,590 $288,104 $635,694

$323,990 $14,534 $338,524

$195,742 $226,090 $-121,832

$8,196,297 $6,090,881 $14,287,178

5-1.8% 70.3% 60.5%

S t a l e  O f  A l a s k a  

ATTACHMENT D

Percent In Bed Avg Cost

Alt Hospitals Admits Days Per Day*

16.6% 337 1,657 $1,920

11.2% 157 666 . 52.927

11.7% 365 938 $1,406'

6.3% 148 471 $1,924

3.1% 49 315 $1,892

2.9% 30 255 $2,098

2.7% 13 161 $3,079

2.7% 43 140 $2,945

1.4% 35 430 $1,249

1.8% 20 104 $2,215

60.5%

• T lie facilities shown above arc (he top ten hospitals ranked by Ihe total benefits payable during 1994

• 'llic  differences seen |n Ihe average cost per day is significantly Inlltienced by case mix,  I.e., the severity of illnesses and intensity o f services

fcndcfcd.

• l l i c  high number of prcgnnncy/chlldblflh confinements and costly treatments at the lop four hospitals Influence high nvernge cost per day.

+ B a sa l on b illa l inpatient C h a ise s  (nut shown in aggregate)



ATTACHMENT E
ASSUMING ARH RATES USED AT PROVIDENCE 
PROVIDENCE NET INCOME

REVEN U E P ER  ADJ PATIENT DAY ARH 4,098
REVEN U E P E R  ADJ PATIENT DAY PRO V 2,234

DIFFERENCE 1,864

A D JU STED  PATIENT DAYS 95,186
CHARGE BASED  PAYOR PERC EN TA G E 25%

CHARGE BASED VOLUME 23,797

INCREASE IN NET INCOME WITH ARH RA TES 44,350,845

PROVIDENCE ACTUAL NET OP INCOME 7,966,671
NET OPERATING INCOME WITH ARH RATES 52,317,516

PERCENT INCREASE IN NET OP INCOME ARH RA TE 557%

PRO VID EN CE PROV ARH'S R A TES ARH
NET INCOME 7,966,671 52,317,516

557%
8,514,342.00

STATE OF ALASKA EMPLOYEES PRO VID EN CE ARH % DIFF
A VERAGE COST PER DA Y 1,920 2,927 -0.52



A p r il 20, 1995

Alaska State Legislature 
House Labor and Commerce 
Committee Members 
State Capitol 
Juneau, Alaska 99801

Dear Legislators:

I  would like to voice my strong objection to HB 266 being moved out o f the House 
Labor and Commerce committee in any form.

I  founded Human Affairs in Anchorage in 1979, and we have been providing* 
Employee Assistance Programs (EAPs) to businesses and organizations across the 
state since then. We are the largest provider o f EAPs in Alaska, and the leading 
provider o f Managed Mental Health Care (M BH C ) in the state. We have offices in 
Anchorage, Fairbanks, Juneau, and Wasilla.

O u r EAPs provide employees an employer prepaid benefit fo r confidential, face to 
face mental health counseling from Masters level or above professionals that are 
particularly skilled in the problem/solution brief therapy model o f counseling. The 
philosophy behind EAPs is that helping employees deal with work related or personal 
problems early on helps employers and employees by enhancing workplace 
productivity.

We have also been providing Managed Mental Health Care to Alaskan employers 
since 1989. Some o f our customers include the Municipality o f Anchorage, the State 
o f Alaska, the Alaska Railroad, and Alyeska Pipeline. Under our M BHC contract 
with the State o f Alaska, we have brought the net mental health cost per employee 
down from $582 per employee prior to inception o f our program in 1993, to $220 
per employee in 1994. This represents a savings to the State o f Alaska o f over $5 
million dollars in claims costs since we started managing the mental health benefit.

These savings are possible partly because o f the monitoring, case management, and 
utilization review that we do, and also because we use a preferred provider network 
o f physicians, therapists, and treatment facilities that meet our high quality clinical 
standards, and with whom we have negotiated discounted rates.

pvtc/twArtuH&XhPltnstam*/



Alaska State Legislature 
April 20, 1995 
Page 2

HB 266, allowing any willing provider or hospital to participate on the same terms 
as our preferred providers, gives no incentive to a hospital or medical service 
corporation to offer discounted rates to us, and virtually wipes out competition.

In addition, regarding the statement in the bill...."A subscribers contract containing a 
preferred provider program must provide for payment fo r a service provided by a non 
preferred provider"...we believe that in the employer group context, all covered 
individuals under a preferred provider contract are treated the same. I f  they go to a 
preferred provider, tfo y  receive preferred or enhanced benefits. I f  they go to a non 
network provider, they get non-preferred benefits. There is no.discrimination 
between covered individuals o f the same class. The distinction is between what 
provider is used, not who uses the provider, and all covered individuals have the same 
ability to receive preferred benefits.

Human Affairs represents thousands o f workers and covered dependents in 
communities all across the state who are able to receive a high quality benefit under 

’ their employers plan because o f our ability to negotiate discounted rates with out 
preferred providers. O u r customers want Managed Mental Health Care because they 
are able to provide a desirable mental health benefit, but at the same time, contain 
costs. It is a win/w:n fo r employer and employees alike.

•

This legislation, while on ly written to apply to Blue Cross at the moment, could 
easily be expanded to cover Human Affairs, as was the case in a recently proposed 
amendment to SB 100. I f  applied to us, this legislation would eliminate our ability to 
offer managed mental.health care programs to our customers, including making 
favorable financial arrangements with providers, and creating effective provider 
monitoring and quality assurance. It  is fundamentally anti-competitive, and bad 
public policy.

I  urge you to vote it down. I would welcome the opportunity fo r me o r my staff to 
discuss this critical issue with you, and would be available at any time to do so. 1 can 
be reached on my direct line at (907) 273-9207.

With best regards,

------

"Darryl R. Logan 
Area Director
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Onhopaodic Surgery 
F&towshfp Trained Traumatology

(907) 562-5589

SEPTEMBER 2 7 , 1 9 9 5

RE: ANY WILLING PROVIDER LEGISLATION HEARING 

DEAR MR. KNOTT'S,

I  WOULD L IKE  TO VOICE MY OPINION IN  SUPPORT FOR, 
"ANY WILLING PROVIDER" LEGISLATION. PLEASE HELP US 
GET THIS IMPORTANT B IL L  PASSED.

4048 Laurel St. 
Suite 306 

Anct.orage, AK S3509

Comptax Fractures 
PosttraumatJc Reconstruction 

PeM s & Acetabulum

TOTAL P . 01
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M ic h a e l D . M a n u e l . M .D .
PLASHC£1 RECONSTRUCTIVE SURGERY 

C UTirtCj 0» 0PET1CAN DOAKO CP PLA3TTC SURO£!<r 
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R e p r e s e n t a t i v e  K o t t  
R e :  House B i l l  No. 2 6 6
D e a r  R e p r e s e n t a t i v e  K o t t ,
A s a r e p r e s e n t a t i v e  o f  t h e  Ancho rage  M e d ic a l  S o c i e t y  and  a member 
o f  t h e  House o f  D e le g a t e s  o f  t h e  A la s k a  S t a t e  M e d ic a l  A s s o c i a t i o n ,  
T w ou ld  l i k e  f o  make y ou  aware o f  a v o t e  ou tcom e a t  a r e c e n t  
m e d i c a l  s o c i e t y  m e e t in g .  The members o f  t h e  A ncho rag e  M e d ic a l  
S o c i e t y  v o t e d  w ith ou t ,  o p p o s i t i o n  t o  s u p p o r t  H ou se  B i l l  2 6 6 .  I  t r u s t  
t h a t  t h e  s u p p o r t  o f  t h e  s o c i e t y  w i l l  be c o n s i d e r e d  s t r o n g l y  i n  t h e  
h e a r i n g s  and e v e n t u a l  v o t e  on t h i s  im p o r t a n t  p i e c e  o f  l e g i s l a t u r e .
S i n c e r e l y ,

M i c h a e l  D. M ahue l,  M.D

•ur-m G** so o c rr

Member
OP ruN.<v: -mo rEWNSTWCi"'*

TOTAL P. 132
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M ichael D- Manuel. M.L).
CLASTIC & RECONSTRUCTIVE SURGERY 
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A p r i l  2 0 .  1 9 9 5

R e p r e s e n t a t i v e  K c t t  
H e : House B i l l  No. 2 6 6

D e a r  R e p r e s e n t a t i v e  K c t t ,
I  w r i t e  i n  s u p p o r t  o f  House B i l l  266 r e g a r d i n g  t h e  p r e f e r r e d  
p r o v i d e r  a g re em en ts  o f f e r e d  by h o s p i t a l  o r  m e d ic a l  s e r v i c e  
c o r p o r a t i o n s  and  b e in g  i n  e s s e n c e ,  an " a n y  w i l l i n g  p r o v i d e r 41 b i l l .
As a P l a s t i c  and R e c o n s t r u c t i v e  S u rg e on , tw o  o f  ray main a r e a s  o f  
i n t e r e s t  a r e  c h i l d r e n  w i t h  c l e f t  l i p  and p a l a t e  o r  o t h e r  c o n g e n i t a l  
a b n o r m a l i t i e s  a s  w e l l  a s  p o s t -m a s te c tom y  b r e a s t  r e c o n s t r u c t i o n .  As 
X am s u r e  y o u  a r e  aw a re ,  o f t e n  t im e s  t h e s e  p a t i e n t s  r e q u i r e  y e a r s  
o f  i n t e r v e n t i o n  f o r  c o r r e c t i o n  o f  c o n g e n i t a l  a b n o r m a l i t i e s  and 
p o s t o p  c a n c e r  s u r v e i l l a n c e .  A ssu ran c e  o f  p a t i e n t  c h o i c e  i n  t h e  
a b i l i t y  t o  c c n r i n u e  w i t h  t h e i r  e x i s t i n g  p h y s i c i a n  o r  t h e  
o p p o r t u n i t y  t o  s e e k  t h e  p h y s i c i a n  o f  t h e i r  c h o i c e  t o  t r e a t  and 
f o l l o w  t h e i r  c o n d i t i o n  i s  e s s e n t i a l .  A l t h o u g h  H3 2 6 6  h a s  o f t e n  
t im e s  been  p o r t r a y e d  a s  b e in g  a f i g h t  b e tw een  two h o s p i t a l s  i n  t h e  
A n ch o ra g e  a r e a  ( P r o v i d e n c e  \ o s p i t a l  opposed  t o  t h e  b i l l  and A la s k a  
R e g i o n a l  H o s p i t a l  s u p p o r t i n g  t h e  b i l l )  t h i s  i s  an  e x t r e m e l y  s m a l l  
and  ^ s i g n i f i c a n t  i s s u e .  I  b e l i e v e  t h a t  t h i s  b i l l  m ore  a c c u r a t e l y  
r e p r e s e n t s  t h e  p r e s e r v a t i o n  o f  a  p a t i e n t s  r i g h t  t o  c h o o s e  h i s  o r  
h e r  own p h y s i c i a n  a s  w a l l  a s  t o  a l l o w  a  p h y s i c i a n  t o  p r a c t i c e  
i n d e p e n d e n t l y  and  n o t  w i t h i n  t h e  c o n f i n e s  o f  a  h o s p i t a l  o r  m e d ic a l  
s e r v i c e  c o r p o r a t i o n .  F a i l u r e  t o  i n s u r e  p a t i e n t s  s e l e c t i o n  w i l l  
l e a d  t o  l i m i t a t i o n s  i n  t h e  number and q u a l i t y  o f  p h y s i c i a n s  
a v a i l a b l e  t o  t r e a t  m o s t ,  i f  n o t  a l l ,  m e d ic a l  c o n d i t i o n s  and w i l l  
d i s t r a c t  f r o m  t h e  e x c e l l e n t  m e d ic a l  c a r e  a v a i l a b l e  in  t h i s  s t a t e .  
A p a s s a g e  o f  House B i l l  No. 2 6 6  w i l l  n o t  i n  anyway i n h i b i t  t h e  
m e d i c a l  s e r v i c e  o r g a n i z a t i o n s  f rom  o f f e r i n g  lo w e r  c o s t  c a r e  t o  
t h o s e  who n eed  i t  and  t h i s  i s  in d e ed  an a d m i r a b l e  g o a l .  I t  w ou ld  
h ow ev e r  i n s u r e  p a t i e n t  c h o i c e  t o  be t r e a t e d  b y  t h e  p h y s i c i a n  o f  
t h e i r  c h o o s i n g  and  t o  e n a b le  t h e  c o n t i n u a t i o n  o f  l o n g  t e rm  
e s t a b l i s h e d  p a t i e n t / p h y s i c i a n  r e l a t i o n s h i p s .
I  t r u s t  y o u  w i l l  t a k e  t h i s  m a t t e r  s e r i o u s l y  and  w ou ld  a p p r e c i a t e  
y o u r  s u p p o r t  i n  p a s s a g e  o f  t h i s  B i l l .
I  w i l l  b e  a v a i l a b l e  t o  answ er any  q u e s t i o n s  r e g a r d i n g  t h i s .

Q
Member

sm r
M ic h a e l  D . M anu e l ,  M.D.

AWir*»CAM 500E“v C#» PtAST»C AftD WTCOWflTTtUCTlVE UcnGL’OHb INC
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IN THE LEGISLATURE OF THE STATE. OF ALASKA 

NiNEXEENTH LEGISLATURE - HRST SESSION 
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FOR AN ACT ENTITLED

1 "A h Act rds&ag to preferred prorider agreeavsals offered by kvapUal fir asedkal

2 service c<jrp«ati«&5.,‘

is BE IT  EXACTED BY THE LEGISLATURE OF THE STATE O f ALASKA:

4
5 
4 

7 

ft

9

10 

i l

HB*2*4* ‘ 1- H B  265
S B g  T g y t  . l / r K f e r i i j g r i  [VzZZrza z sx :  2fiACXSTED}

* Section L  AS 21S7 is axnejwted by adding a new section to resd:
Sec 21,87.135. PREFERRED PROVIDER PROGRAMS. A hospital cr 

medical service corpocaiioa may offer a preferred provider service agrccaseac to a 
provider cc bospitel licensed in tins sate. A provider of hospital willing so meet dw 
terms and ccoditioas o f tfje prefenxd provider savice spxeancnt may not be occluded 
from frC2Co=a£ as 3 preferred provider. A sabscibefa cantraci ccmatiSHig a preferred 
prouder pro-am mast provide for payment ffcr a service provided by a loaprcdGirred 
provider or bcspjlaL

T n T «  p . p n
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a  jca n c h o r a g e  i V l e d i c a i  S o c ie t y
3701 E, Tudor Rd. Ste 208 a Anchorage, AK 99507 H (907)562-1567 5(907) 561-7464 fax

DATE: April 2L 1995

TO: Mouse Labor & Commerce Committe

D C . ITD; M-i

The Anchorage Medical Society supports the amendment to Section 1. AS 21.87 
regarding Preferred Provider programs.
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January 24,1995

’I t  IM M E D IA T E  RELEASE

Stacy Pittman, Legislative Consultant

CONTACT:
Senator Bill Gwatney, Arkansas State Senate 682-2902
Lynn Zeno or David Wroten, Arkansas Medical Society 224-8967
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V

664-6445

682-2902

PATIENT CHOICE ADDRESSED IN PROPOSED LEGISLATION

LITTLE ROCK - Arkansans who belong to managed care plans, such as 
HMOs, might have more choice in selecting their health care providers if the 
Legislature passes a bill introduced today by Senator Bill Gwatney of 
Jacksonville.

The Patient Protection Act would guarantee that every company that 
writes insurance policies in Arkansas must give every qualified health care 
provider the opportunity to participate in their health care plans, if  they can 

. agree to comply with the managed care operating criteria. Those criteria 
include fee schedules, quality standards and utilization review requirements 
determined by the health insurance company.

Gwatney said the proposed legislation w ill offer Arkansans the 
freedom to choose their physician, hospital, pharmacist and other health care 
providers while also protecting the fundamental components of managed 
care.

"When the American public demanded affordable health care services, 
insurance companies responded by creating managed care organizations," 
said Gwatney. "But in their effort to control costs, many insurance 
companies are sacrificing quality health care by severely lim iting the patient’s 
choice of health care providers."

At the present time, insurance companies who write policies in 
Arkansas do not allow all qualified providers, willing and able to meet the

The Patient Protection Act ts supported by the following organizations: Area Agencies on Aging ol Arkansas •  Arkansas Association ol Ambulatory Surgery Centers 
Arkansas Chiropractic Association •  Arkansas Counseling Association • Arkansas Home Care Association •  Arkansas Hospital Association Arkansas Medtcal Society 

Arkansas Occupational Therapy Association •  Arkansas Opthalmoiogical Association •  Arkansas Optometnc Association •  Arkansas Osteopathic Medical Association 
Arkansas Pharmacists Association •  Arkansas Physical Therapy Association • Arkansas Podiatnc Med<c*J Association Arkansas Psychological Association 

Arkansas Speech-LanguapeHearing Association •  Arkansas State Dental Association

\

-continued



News Release 
Patient Protection Act 

Page 2

managed care criteria, to participate in their health care plans. However, 
Gwatney feels confident his legislation will pass, just as it has in other states 
across the country.

"Fourteen other states have provided patients with their medical 
freedom to choose without intervention from the government or health 
insurance companies," Gwatney said. "And they've provided this freedom 
while also protecting and preserving managed care's goal of containing 
health care costs. It’s a perfect match for everyone — patients, health care 
providers, and insurance companies."

Gwatney has already attracted seven co-sponsors for the bill among his 
Senate colleagues.

Members of a coalition who are supporting Gwatney's bill point out 
that rural communities experience greater consequences when their local 
doctors and hospitals are not allowed to negotiate and participate in managed 
care plans.

Lynn Zeno of the Arkansc-s Medical Society said that many insurance 
companies are jeopardizing the viability and economy of rural communities 
by excluding physicians and hospitals from treating patients in their 
communities.

"With the increase in managed care plans, it’s not unusual for patients 
in rural communities to be forced to seek medical services outside the county, 
miles away from home," said Zeno. These communities, which are being 
arbitrarily excluded, w ill see access to health care services deteriorate and w ill 
then find it difficult to attract new industries to the area."

’We all know that public education, recreation and health care services 
are critical to attracting new industry to our communities," said Zeno.

The Patient Protection Act is supported by several state organizations 
including the Arkansas Medical Society, the Arkansas Pharmacists 
Association, the Arkansas Hospital Association, the Arkansas State Dental 
Association and the Area Agencies on Aging.

-3 0 -
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A Health Care Problem in Arkansas

insurance companies have established an exclusive and arbitrary selection process f< 
selecting physicians, hospitals and other health care providers who can participate in the 
HMO/Managed Care Plans.

Managed Care Plans are not equally open to all qualified health care providers who are w illir 
to meet the rules and requirements of the plan. This results in a disruption of the cunrei 
provider-patient relationship. Arkansans are losing the ability to maintain relationships wit 
their physicians, pharmacists, their local hospitals and other health care providers.

Access to health care services is jeopardized when we begin excluding quality physician; 
hospitals and other health care providers from treating their existing patients or attractin 
new patients.

Rural communities experience greater consequences when their local doctors and hospital 
are not allowed to participate in managed care plans. As a result, residents of smaller con 
munities are forced to drive long distances to seek medical attention and prescription dru 
services.

Insurance companies are jeopardizing the viability and economy of rural communities t 
excluding physicians and hospitals from participating in  their plans. Rural communities wi 
see adcess to health care services deteriorate and find it difficult to attract new industries in i 
their area. Public education, recreation and health care are critical to attracting new indus 
tries.

The Solution
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,,r?.V ifnMi ,•'. he number one concern regarding health system reform is the patient’s fear of Iosin 
the ability to choose their personal health care provider. The "Patient Protection. Act of 199E 
will significantly enhance patient choice through any-willing provider provisions. j

. By affording health care providers greater opportunities to participate in  healtii care piais. 
" A  this Act w ill: ■ :  : f ^  V-- "•f < '■ •

: • 4^, :4 ' M v give patients greater access to a variety of qualified health care proViders?H''

>*• ;:v • 1 • - • fostef patient choice by prohibiting health care plans from excluding qualifiedfoster patient choice by prohibiting health care plans from excluding qualifi;
. . providers who are w illing to accept traditional managed care operating criteria.

.... These criteria could include adherence to fee schedules, quality standards ajad 
utilization review requirements. il •• * »'.i.-. f I

m.
strike an appropriate balance between the needs of health care plaps to 
establish management criteria and the patient’s freedom to choose, their health 
care provider. •

WHAT THE PATIENT PROTECTION ACT WILL DO:

<!:-

W k -
i l • "

I t  w ill prohibit insurance companies from excluding qualified providers who want to 
accept the managed care participation requirements. i

' :V ' - ■ • • . i ' I ■ -• *•
# I t  -w ill enhance vour choice o f health care providers. . • • : { . ;

^ b h p e p ^ f in ^ u c i ln g  p a t i e r i t i f e e ^ ^ e d t a e s r ^ a ^ i ^ B 1

i&'t

f'i?

&■: 
i* ’
jSftfe«

form;

£ 1

x  i', p \c



•*

li'itr^a^wWw Ki"

^ ?5> W

rrrrrr

. - T h e 'R a t ie n r :'^ i t i i e o i ib j i  A e h 'C o a l  i l io n  is  s i i i ' ip o i teci. b\* U ie  A r k a n s a s  S l | C i f p t Nh J a l ;A s s f\ K 'i 'a l i^ i i>  ' 

'.' « A r k a n s u s $ j y  * ii‘c;a | * S o c ie t y  • A & a h s a * ’ U n s p i t n l  i \ s \ s o ^ k t i t H i ;* ;A r k a n « is . '  I 'h a p ir i  A a s V *  A - s V u c ia lio n  

.*■'. ' • A r lv a n s n s  G l t i r o p ia c t i c  A ^ so o + n tk> n .• A r k a n s a s  P h y s i c a l  T h e r a p y  • A 's s o c ia i 'n n  ;•• N. . •

* >. A r k a n s a s ,O s t e o p a t h i c M e d i c a l  A s s o c i a t i o n *  A r k a n s a s  O c e i ip a i io . i ja l  T h e r a p y  A s s o c ia t io n  •

• .’ '•: :V. A r k a n s a s  :C o iih .> e i in e  A s s o e ia l i :i>n > A r-k iw i'sa s  P p c l ia t r ic  M e d ic a l  A s s o c ia t io n  v  

'• "•• • A rJnVn'vaS S p e .e e lV l..a ') i> :iu i^ c - l.le a n .! i ig . A s s o c ia i f t m  » A r k a n s a s  Q p t p iu e t iA 's A ^ v / e in p o n  * :

. •  A r k a n s a >  P > i> c i l6 l^ ic a l  A s^ o C kA iC > ii •  A r k a n s a s  ( ) [U l ia lm ;o lo y iV u l .S  v i i i l y  *



rofessional

nfusion
September 25, 1995 i

Legislature o f the State o f Alaska 
Hbuse Labor and Commerce Committee 
HB266 v \  '

Dear Committee Members:

I  Would like to offer my support o f House B ill (HB266), which addresses preferred provider 
programs. 1 strongly support allowing any health care provider w illing to meet the terms and 
conditions o f the. preferred provider service agreement to participate and provide service. I feel 
this type o f legislation is essential to the State o f Alaska and it's residents.

I

The major problems relating to health care in the State o f Alaska, both in teTms o f quality and 
cost, have to do w ith accessibility and availability. Alaska has a small population base, spread out 
over a large geographic area, w ith few health care providers. Many "larger" towns, such as 
Bethel and Dutch Harbor, don’t even have a physician, retail pharmacy o r hospital.
Transportation costs, to access health care, are a significant component o f health care costs in 
Alaska. I f  exclusive, preferred provider programs are allowed to exist in our state, they w ill only 
decrease further the number o f health care providers and increase the cost to access health care.

I  have recently witnessed the implementation o f a restrictive preferred provider program. A  
medical service corporation decided to lim it the number o f home infusion providers in their 
network fo r both the states o f Alaska and Washington. Before the new contract, there were six 
home infusion providers in the State o f Alaska, four in Anchorage, one in Soldotna and one in 
Juneau. Now, three providers remain in the network as preferred providers, all based in 
Anchorage. Even i f  the providers in Juneau and Soldotna are w illing to accept the proposed 
reimbursement rate, they are being excluded from participating. Is this good fo r Alaska?
Do we want to discourage health care providers from setting up practice in any community other 
than Anchorage?i
The cost o f health care w ill not be increased by allowing open participation in preferred provider 
programs. A  business w ill either accept or not accept a proposed rate. I f  the rate becomes too 
low fo r them to do business, they w ill drop out o f the network. By allowing open participation, 
you are allowing competition and the free market place to work.
i '

The quality o f health care in Alaska w ill be severely affected i f  exclusive preferred provider 
programs are allowed to operate in our state. What health care is available in areas outside o f 
Anchorage w ill decrease or become extinct. People in areas outside o f Anchorage w ill delay 
seeking medical attention and in an emergency they w ill have no one in town to turn to. I f  a 
patient is unhappy w ith the quality o f his care, he'll be restricted from changing providers. 
M ultip le providers, patient choice and competition are what keep quality up. •

7^5 North way Drive Anchorage, Alaska 99508
Phone: (907) 279-8055 800-262-8055 Fax: (907) 279-8054

Rharmacy, Inc.



As to choice, a person w ill have none. Even in Anchorage we only have two hospitals. I f  you 
rejstrict it even by one, you have in essence, eliminated any inkling o f choice. People in areas 
ohtside o f .Anchorage, w ill have a "choice" to come to Anchorage and be seen at the preferred 
provider hospital, doctor’s office or what not. Which brings up the question o f who's going to pay 
fo r these increased transportation and accommodation expenses?

EfMO's and restrictive preferred provider programs may work in dense, highly populated areas o f 
the United States, where you have a large number o f hospitals, primary care physicians and 
specialists; but they won’t work in Alaska. We need more provide^, not less. We need more 
accessibility, not less. Health care providers w illing to meet the terras and conditions o f a 
preferred provider service agreement, need to be allowed to participate and provide service.

Sincerely,

Karen Marcey RPh/VP



TESTIMONY ON HOUSE B I L L  2 6 6  
BEFORE THE

ALASKA HOUSE LABOR AND COMMERCE COMMITTEE 
A p r i l  2 4 ,  1 9 9 5

My name i s  G o rd o n  E v a n s  and  I  r e p r e s e n t  t h e  H e a l t h  
I n s u r a n c e  A s s o c i a t i o n  o f  A m e r i c a  ( " H IA A " ) ,  w h ic h  i s  a  t r a d e  
a s s o c i a t i o n  o f  t h e  n a t i o n ' s  l e a d i n g  c o m m e r c i a l  h e a l t h  i n s u r a n c e  
c o m p a n ie s  w h ic h  p r o v i d e  h e a l t h  i n s u r a n c e  f o r  a p p r o x i m a t e l y  5 5  
m i l l i o n  A m e r i c a n s .

H IAA o p p o s e s  H ou se  B i l l  2 6 6 ,  w h ic h  o s t e n s i b l y  w o u ld  
a l l o w  a  h o s p i t a l  o r  m e d i c a l  s e r v i c e  c o r p o r a t i o n  t o  o f f e r  a 
p r e f e r r e d  p r o v i d e r  s e r v i c e  a g r e e m e n t  t o  a  p r o v i d e r  o r  h o s p i t a l  
l i c e n s e d  i n  A l a s k a .

A t  t h i s  t im e  A l a s k a  d o e s  n o t  h a v e  a  s t a t u t e  d i r e c t l y  
a u t h o r i z i n g  t h e  o p e r a t i o n  o f  F PO s  ( " p r e f e r r e d  p r o v i d e r  
o r g a n i z a t i o n s " )  i n  t h e  s t a t e .  T h e r e  i s  a  m o d e l  PPO a c t  d r a f t e d  
b y  t h e  N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  C o m m is s i o n e r s  ( " N A IC " )  ,  
w h ic h  h a s  n o t  b e e n  a d o p t e d  i n  A l a s k a ,  b u t  HB 2 6 6  w o u ld  n o t  s e r v e

'W '
t l i e  same p u r p o s e  a s  a^PPO a c t .

HB 2 6 6  i s  n o t h i n g  m o r e  t h a n  a  b a d l y  d i s g u i s e d  " a n y  
w i l l i n g  p r o v i d e r "  m a n d a t e ,  t h e  c o n s e q u e n c e  o f  w h ic h  i n  t h e  l o n g  
r u n  w o u ld  b e  t o  i n c r e a s e  t h e  c o s t s  a n d  r e d u c e  t h e  e f f i c i e n c i e s  o f  
m anaged  c a r e .

An i n t e g r a l  p a r t  o f  m anaged  c a r e  i s  t h e  p r o v i d e r  
n e t w o r k .  When a  m anaged  c a r e  p l a n  s u c h  a s  a  PPO e n t e r s  i n t o  a



c o n t r a c t  w i t h  a  p a r t i c u l a r  p r o v i d e r  —  w h e t h e r  a h o s p i t a l , a  
p h y s i c i a n ,  o r  some a n c i l l a r y  p r o v i d e r  —  i t  s e e k s  t o  a c c o m p l i s h  
s e v e r a l  p u r p o s e s .

One i s  t o  e s t a b l i s h  a  l o n g  t e rm  r e l a t i o n s h i p  w i t h  t h e  
p r o v i d e r  t h a t  e n h a n c e s  t h e  p l a n ' s  m a r k e t  a t t r a c t i v n e s s  a n d  i t s  
a b i l i t y  t o  p r o v i d e  a c c e s s  t o  q u a l i t y  h e a l t h  c a r e .

A s e c o n d  p u r p o s e  o f  t h e  p l a n  i s  t o  e s t a b l i s h  a  m e th o d  o f  
r e im b u r s e m e n t  w i t h  t h e  p r o v i d e r  t h a t  im p r o v e s  t h e  p l a n ' s  a b i l i t y  
t o  m anage  i t s  h e a l t h  c a r e  c o s t s  e f f e c t i v e l y .

M anaged  c a r e  p l a n s  a t t r a c t  p r o v i d e r s  b y  g u a r a n t e e i n g  
a c c e s s  t o  a  s p e c i f i e d  p o o l  o f  e n r o l l e e s .  I f  a l l  p r o v i d e r s  i n  a  
c om m u n i ty  a r e  r e q u i r e d  t o  b e  i n c l u d e d  i n  a  p l a n  —  a s  t h e  s e c o n d  
s e n t e n c e  i n  HB 2 6 6  w o u ld  r e q u i r e  —  t h e r e  i s  n o  e c o n o m ic  
i n c e n t i v e  f o r  a n y  p r o v i d e r  t o  e n t e r  i n t o  an  a l t e r n a t i v e  d e l i v e r y  
o r  r e im b u r s e m e n t  s y s t e m .

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

"A n y  w i l l i n g  p r o v i d e r "  l e g i s l a t i o n  a l s o  h u r t s  c o n s u m e r s  
b y  h i n d e r i n g  t h e  a b i l i t y  o f  h e a l t h  i n s u r e r s  a n d  HMOs o r  PPO s t o  
c o n s t r u c t  d e l i v e r y  s y s t e m s  t h a t  c a n  g u a r a n t e e  s p e c i f i e d  s t a n d a r d s  
o f  c a r e  t o  m e e t  t h e  n e e d s  o f  t h e i r  m em b e rs . To  s e r v e  i t s  
e n r o l l e d  p o p u l a t i o n  e f f i c i e n t l y ,  a  h e a l t h  p l a n  m u s t  b e  a l l o w e d  t o  
e s t a b l i s h  i t s  own c r e d e n t i a l i n g  s t a n d a r d s  a n d  t o  d e c i d e  o n  t h e  
o p t i m a l  n um b e r  ( a n d  s p e c i a l t y )  o f  p r o v i d e r s  t o  b e  i n c l u d e d .
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HIAA b e l i e v e s  t h a t  m anaged  c a r e  s y s t e m s  s h o u ld  b e  a b l e  
t o  l i m i t  t h e i r  n e t w o r k s  o f  p r o v i d e r s  a n d  t o  a l t e r  r e im b u r s e m e n t  
s y s t e m s  t o  r e w a r d  e f f i c i e n t  p r o v i d e r s  i n  t h e i r  n e t w o r k .  I n s u r e r s  
s h o u l d  b e  f r e e  t o  n e g o t i a t e  r e im b u r s e m e n t  s c h e d u l e s  w i t h  
p r o v i d e r s  t o  c o n t a i n  h e a l t h  c a r e  e j c p e n d i t u r e s .

H IAA i s  o p p o s e d  t o  l e g i s l a t i o n  t h a t  w o u ld  r e s t r i c t  t h e  
a b i l i t y  o f  a n  i n s u r e r  o r  o t h e r  e n t i t y  t o  c o n t r a c t  w i t h  p r o v i d e r s ,  
a n d  w h ic h  w o u ld  r e q u i r e  t h e  i n s u r e r  t o  a c c e p t  ANY p r o v i d e r  i n  a  
p a r t i c u l a r  s e r v i c e  a g r e e m e n t .

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

T he  F e d e r a l  T r a d e  C om m is s io n  h a s  d e t e rm in e d  t h a t  " a n y  
w i l l i n g  p r o v i d e r "  m a n d a t e s  a r e  a n t i - c o n s u m e r  a n d  "m ay d i s c o u r a g e  
c o m p e t i t i o n  among p r o v i d e r s ,  i n  t u r n  r a i s i n g  p r i c e s  f o r  c o n s u m e r s  
a n d  u n n e c e s s a r i l y  r e s t r i c t i n g  c o n s u m e r  c h o i c e  i n  p r e p a i d  h e a l t h  
c a r e  p r o g r a m s ,  w i t h o u t  p r o v i d i n g  a n y  s u b s t a n t i a l  p u b l i c  b e n e f i t . "

I n  a d d i t i o n ,  t h e  N a t i o n a l  G o v e r n o r s ’  A s s o c i a t i o n  h a s  
g o n e  o n  r e c o r d  a s  o p p o s i n g  " a n y  w i l l i n g  p r o v i d e r "  m a n d a te s  a t  
b o t h  t h e  s t a t e  a n d  f e d e r a l  l e v e l s .  T h e y  b e l i e v e  t h e s e  l a w s  c a n  
u n d e rm in e  t h e  a c c e s s ,  c o s t  c o n t a i n m e n t ,  a n d  q u a l i t y  a s s u r a n c e  
b e n e f i t s  p r o v i d e d  b y  e f f e c t i v e  m anaged  c a r e  o r g a n i z a t i o n s .

We u r g e  t h e  c o m m i t t e e  t o  r e j e c t  HB 2 6 6 .


