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ALASKA STATE LEGISLATURE

REPRESENTATIVE LES GARA

HB 436: Social Worker Caseloads
Sponsor Statement

The Child Welfare League of America (CVVLA), a national children’s
organization recommends certain caseloads for social workers working in child protective
sendees roles. House Bill 436 would bring Alaska’s social workers into compliance with

these standards.

Social workers are our front line resource in investigating child abuse and neglect
cases, and assisting children in foster care. They provide an important service for some
of the most vulnerable citizens of this state. When they are overburdened, cases go too
long without being investigated, and in person visits become less frequent. Alaska has
also experienced a high rate of turnover in the social worker profession, likely at least

partially attributable to the high caseloads.

The Office of Children’s Services (OCS) established caseload standards for each
of their offices based on the CWLA standards and adjusted for the geographic area
covered by each office. According to a 2005 research report, the majority of OCS social
workers in Alaska had caseloads in excess of those standards. In Dillingham, the sole
social worker handled 52 cases, when the caseload standard was 13. In Valdez, the sole
social worker handles 30 cases, compared to the standard of 12.

HB 436 is a crucial first step toward protecting foster and neglected children in
Alaska and | urge your support.

January-May: State Capitol « Juneau, AK 99801-1182 « (907) 465-2647 + Fax (907) 465-3518
June-December: 716 W. 4th Avenue « Anchorage. AK 99501* (907) 269-0106* Fax (907) 269-0109
epresentative_Les_Gara@]legis.state.ak.us
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ALASKA STATE LEGISLATURE

REPRESENTATIVE LES GARA

HB436: Social Worker Caseloads
Sectional Analysis

Section 1.

Amends the duties of the Department of Health and Social Sendees to include new social
worker caseload standards.

Section 2.

Creates social worker caseload standards > ,;ne with national Child Welfare League of
America standards.

For Anchorage, Mat Su, Fairbanks and Juneau t ic caseload standards are:

-12 new active initial cases assessments
-17 ongoing cases, and no more than 1new case assigned per 6 ongoing cases.
-10 ongoing active cases and 4 new active cases for initial assessment

-15 children in foster care

For areas outside of Anchorage, Mat Su, Fairbanks and Juneau the caseload standards are
the same, or what is necessary to comply with the Department’s 2005 workload study.

These standards do not apply to the extent the department is unable, after diligent
recruiting effords, to hire a sufficient number of social workers to meet the requirements.

Section 3.

The Department may adopt regulations for transition.

Section 4.
The Department may employ additional personnel as necessary to comply with this Act.
Sections 5 & 6.

Effective dates.

January-May: Slate Capitol « Juneau, AK 99S01-1182 « (907) 465-2647 » Fax (907) 465-3518
June-December: 716 W. 4th Avenue » Anchorage, AK 99501* (907) 269-0106* Fax (907) 269-0109
Representative_Les_Gara@legis. state, ak. us
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QHome O search
Recommended Caseload Standards

The following recommended caseload standards are excerpted from the CWLA Standards of
Excellence for Child Welfare Services. The standards can be ordered by going to
www.cwla.org/pubs or calling 800-407-6273.

The recommended caseload standards for child protective services are as follows (CWLA
Standards of Excellence for Services to Abused or Neglected Children and their Families.

Revised 1999):

Service/Caseload Type CWLA Recommended Caseload/ Workload

Initial Assessment/ : _
Investigation 12 active cases per month, per 1social worker

17 active families per 1social worker and no more

Ongoing Cases than 1 new case assigned for every six open cases
Combined Assessment/ - . :
o - 10 active on-going cases and 4 active
gwestlgatlon and Ongoing investigations per 1social worker
ases
Supervision 1 supervisor per 5 social workers

It should be noted that the caseload is based on new and active cases per month. In other
words, new cases should not be added in a new month unless a comparable # of cases have

been closed, assuming that the worker has a full caseload.

The recommended caseload standards for family foster care services are as follows (CWLA
Standards of Excellence for Family Foster Care Services. Revised 1995):

Service/Caseload Type CWLA Recommended Caseload/ Workload
Foster Family Care 12-15 children per 1social worker
Supervision Lsupervisor per 5 social workers

The number of supervisees assigned to a given supervisor should be determined by the
training and experience of both the supervisor and supervisees.

Background

http://www.cwla.org/newsevents/news0303n4rwinf'oc<*i/”
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Alaska State Legislature
House of Representatives

Interim address:

Session address:
Alaska State Capitol 716 West 4th Avenue
Juneau, Alaska 99801 -1182 Anchoragg.oéIg%§a09l%%01-2133
1-888-465-2647 (toll free 1-907-269-
: ) 1-907-269-0109 (fax)

1-907-465-3518 (fax)

Representative Les Gara

February 6, 2006

Tammy Sandoval

Deputy Commissioner
Office of Children’s Services
P.O. Box 110630

Juneau, AK 99811

Via Fax to: (907) 465-3397

Dear Tammy:

| understand you are currently in the process of completing a workload study for
social workers statewide. \We appreciate the time you spent working with us, and with
Senator Guess and Representative Dahlstrom last year to discuss this issue. As you
know, we’ve pushed for a reduction in social worker caseloads since 2003.

In our conversations last year, we discussed waiting for the results of the
workload study, and then introducing a bill to implement the recommended changes.
Because of the bill introduction deadline of February 13th we’ve decided to introduce the
bill we wrote last year, but are committed to work with you to update it once the study is

released.

Thank you again for your commitmer' to helping children in foster care and state
custody. Ilook forward to working with you.

cc:  Rep. Nancy Dahlstrom
Sen. Gretchen Guess

E-mail: Representative_LesjGara@ legis. state.ak.us



DEPARTMENT OF HEALTH AND
SOCIAL SERVICES

OFACE OF CHLORENS SERVICES

February 28, 2006
\S

Honorable Representative Les Gara

Alaska State Legislature
State Capitol Building, Room 418
Juneau, Alaska 9980

Dear Repre: intative Gara:

Thank you for the opoortunity to meet with you and your staffon February 15¥to discuss the
Office of Children’s Services (OCS) workload study and staffing needs.

During our meeting, you requested a current caseload count and suggested interest in a
comparison to Child Welfare League of America (CWLA) caseload standards. As you probably
know, the CWLA has different standards for different phases of child protective services case
work. Since many of our workers do all phases of the work, calculating caseload standards based
on CWLA definitions is not necessarily comparable for Alaska.

Inour efkrt to understand the daia we received from Hornby. Zeller, Inc., we learned that as of
February 17th ORCA reflected approximately 4,164 open cases statewide. Based upon the
corresponding number of open cases per region and front-line workers in each region, the
approximate average caseloads per worker are as follow:

Anchorage - 30; Northern - 16; Southcentral - 15; and Southeast- 15

We believe ihe high numbers of cases in the Anchorage region can be attributed to the fact that
Anchorage has been more successful at closing their assessments and re-opening cases for in-
home services when it has been determined that the family could benefit from further
intervention. OFCA s currently reflecting a more realistic picture of the in-home cases for
Anchorage staff, as compared to staff in any other region.

In an on-going effort strengthen the integrity of our data, | have requested that a statewide data
cle n-up effort will be complete by the end of March. |expect more accurate caseload numbers
on April I”. I'have received a commitment from our workload study contractor to recalculate,
u”ng their workload formula, and I expect to have a more accurate count with which to better

anah ze on: needs at that time.

As always, I truly appreciate your support.

Deputy Commissioner

Pnntod on recycled paper
Dy Alaska Litho Inc



Legislative Research Report

January 12, 2005 Report Number 05.065

Office of Children's Services Front-Line Social Workers
and Their Caseloads

Prepared for Representative Les Gara

By Chuck Burnham, Joycelyn Ward, and Roger Withington,
Legislative Analysts

You asked for information on the Office of Children’s Services (OCS)." Specifically, you asked for
a comparison of the OCS front-line Social Workers to their caseloads for FY2004 and FY2005.
Further, you asked for an estimate of what the front-line Social Worker caseloads will be if
Governor Murkowski's proposal for 31 new OCS workers is adopted for FY2006.2 You also
wanted to know how these caseloads compare to the caseload standards established by the

Child Welfare League rt America (CWLA).

Unfortunately, the OCS was unable to provide us with all of the specific information you
requested. One of the principal reasons behind this inability is that the manner in which the OCS
delivers child protective services does not precisely match the categ“es used by the Child
Welfare League of America in calculating recommended caseload standards.3 The CWLA views
service delivery as thne separate functions: initial assessment and investigation, ongoing cases,
and foster family care. The CWLA does not appear to provide a caseload standard that “mixes"
these functions--that is, a standard that assumes social workers perform multiple aspects of
service delivery—which would more closely reflect the circumstances experienced by front-line
Social Workers in many areas of Alaska. Further, some front-line Social Workers in Alaska
license, or help in licensing, foster homes and residential care facilities. The CWLA standards do

' Governor Murkowski reorganized lhe Alaska Department of Health and Socinl Services (DHSS) through Executive
Order 108. Beginning on July 1, 2003, the duties of Ihe Division of Family and Youth Services (DFYS) were merged with
some duties formerly in the Divisions of Public Health and Medical Assistance, forming the Office of Children's Services
(OCS) The OCS is rcsponsih'e for Child Protective Services, Adoption, Foster Care. Family Services. Healthy Families
Alaska, Infant Learning Progiam, WIC, and Behavioral Rehabilitation Services Alaska Statutes 47 10, Children in Need
of Aid, and 47 17, Child Protection, delineate most of Alaska's child protection laws

> On November 29, 2004, the Alaska Department of Health and Social Services issued a press release indicating
that Governor Frank Murkowski would request 34 new positions for the OCS in his FY2006 budget On December 16.
2004, Governor Murkowski released his FY2006 budget proposal that included only 31 new employees for the OCS

' The CWLA s caseload standards can be found at http:/AMWN.cwa c:g'newsevenls/news030304cwlacas6load htm

907-465-3991 Alaska Legislature State Capitol

907-465-3908 (fax) Legislative Research Services Juneau AK 99801
wa. legir. sule ak us'Research/research_home htm
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not account for these activities in their standard caseload. Additionally, during the initial
assessment and investigation stage, some offices provide child protective services to families, but
do not have custody of the child. Such situations fall under the OCS’s “investigation" category but
are viewed as "ongoing” by the CWLA. The sum of these limitations and inconsistencies make a
direct comparison of the caseloads of the OCS front-line workers to the CWLA caseload

standards problematic.

The OCS was able, however, to express the current caseloads of front-line Social Workers in a
way that allows for a comparison of caseloads for FY2004 with those for FY2005, which we
present in Tables 1 and 2 respectively/ Please use caution when interpreting these two tables
as they measure only two service delivery components of the "™CS: child protective service
investigations and on-going services (cases in which the OCS f. .j custody of a child, including
children placed in Alaska pursuant to the Interstate Compact for the Placement of Children
(ICPC)). The data the OCS provided to us does not reflect the activities of Social Workers
associated with licensing or in-home services (cases in which a family receives services but no

children are taken into state custody).

The OCS has 20 staff statewide who are responsible only for licensing activities and who are not
front-line workers. Licensed Foster Homes are reviewed one year after they are first licensed and
every two years thereafter. Licensing staff complete these reviews in addition to conducting the
initial home studies. In small OCS offices, however, the front-line workers perform investigations,

on-going case services, and licensing. Mike Lesmann, Program Coordinator with the Office of
Children’s Services, notes that although the OCS currently has some in-home cases, it does not
have the resources to meet the demand for this type of service. The OCS estimates that they

would need an additional 33 workers to meet the in-home case demand.5

Both Tables 1 and 2 base caseloads on available front-line, case-carrying staff. Please note,
these figures do not include vacant positions, workers on long term leave such as Family Medical
Leave Act, and newly hired workers who are in training and not yet carrying cases. Included are

non-permanent case-carrying workers.6

Using FY2004 staffing levels, Table 1 calculates the caseloads of front-line Social Workers based
on child protective service investigations and on-going case services active on August 2, 2004.
Included in Table 1 are the following for each OCS office:

. The caseload standard,

. Thenumber of cases per front-line worker

. Thenumber of cases perworker in excessof the standard,

. Thetotal number of front-line workers needed to meet the standard

4Typically, "workload" is used to describe the aggregate of all duties assigned to social workers "Caseload." by
contrast, means the number of individual cases, or families, assigned to an individual social worker. Generally, "workload"
is a measurement of lime and effort and "caseload" is a measure of case volume.

sMr Lesmann can be contacted at 907-465-3548

6 At the time the OCS provided us with this data, they indicated that there were only two vacant front-line Social
Worker positions statewide (a 3 3% vacancy rale for front-line workers). [f filled, these vacant positions would reduce the
number of front-line workers needed to meet the caseload standard to 38 in FY2004, 24 in FY2005, and 13 in FY2006
Please note that although we have not received the current front-line worker vacancy rate from the OCS, related material
that we have received from the OCS implies Ihe front-line worker vacancy rate is somewhat higher than 3.3%.
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. The number of available front-line social workers, and

. The number of additional front-line workers needed to meet the standard.

As we noted, the typical caseload of many, though not all, front-line OCS Social Workers is
comprised of a mix of investigation cases and ongoing cases (which the CWLA refers to as
Foster Family Care cases). Although the CWLA standards do not precisely correspond to how
the OCS delivers and accounts for its services, the OCS established its own caseload standards
for each office based on the CWLA standard for providing Foster Family Care services (12 to 15
children per one Social Worker) and the ¢ ->ographic area covered by each office. In other words,
the "Caseload Standard" provided in Tables 1 and 2 are generally based, in part, on CWLA

standards.

Using FY2005 staffing levels, Table 2 also calculates the caseloads of the front-line Social
Workers based on the child protective service investigations and on-going case services active
on August 2, 2004. Included in the FY2005 calculation are 14 new front-line Social Worker
positions.7 The components and formulae in Table 2 are otherwise similar to those presented in

Table 1.

As you can see by comparing the two tables, adding the 14 new wot ers in FY2005 reduced the
overall average number of cases per front-line worker from 18 in FY2004 to 17 in FY2005. As
Table 2 illustrates, the OCS still needs an additional 26 front-line workers to meet the established

caseload standard.

On December 16, 2004, Governor Murkowski released his FY2006 budget proposal This
proposal includes the addition of 31 new employees for the OCS, 11 of whom are to be front-line
Social Workers. According to Marcia Kennai, Deputy Commissioner, the OCS has not
determined where these new employees will be located.8 Ms. Kennai has indicated that the OCS
plans to conduct a workload time study in the spring of 2005. Once this time studv is analyzed,
and if the positions are approved, she will distribute the new positions to the appropriate
locations. Preliminarily, however, she anticipates that Anchorage will get at least three new
positions (and one supervisor), and the other positions will be distributed to Kenai, Homer, Saint
Mary’s, Dillingham, and Bethel. According to our calculations, the OCS will still need an
additional 15 front-line Social Workers to meet the caseload standards the OCS used in Tables 1

and 2.

As you will note from Tables 1 and 2, there are several OCS offices **at appear to be overstaffed
as indicated by a negative number in the “Number of Additional Front-Line Workers Needed to
Meet Standard" column. This is one illustration of the limitations of the OCS’s analysis. In an
effort to provide a more complete picture, we contacted three Social Workers at the Juneau OCS
office. Each of these three employees indicated that staff turnover rates, burdensome
administrative functions, case complexity, and unpaid overtime work do not receive sufficient

7The OCS created 26 new positions in the FY2005 budget; 14 of those positions are front-line case-carrying Social
Workers According to Debra Wahl. Administrative Manager for lhe OCS. as of December 8, 2004, not all of these

positions had been filled

6 Marcia Kennai. Deputy Commissioner of lhe Office of Children's Services. 907-465-3191

Legislative Research Report 05 065 January 12.2005— Page 3

Office of Children's Services Front-Line Social Workers and Their Caseloads



consideration in caseload calculations.9 Administrative staff at Lie OCS also expressed similar
concerns regarding the shortcomings of the current caseload accounting system.

In 2002, the CWLA published a “Research 2 Practice" report on the child welfare workforce in
which many of these issues are discussed. We include a copy of this report as Attachment A.

| hope you find this information to be useful. Please do not hesitate to contact us if you have
questions or need additional information.

90f these three Social Workers, none had less than six years experience at OCS. One supervisor indicated that
turnover had been almost 100% since June" in her unit One stated that he worked six hours overtime weekly, on a year-

in, year-out basis.
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Table 1. OCS Caseload on August 2, 2004, Using FY2004 Staffing Levels

Total
Number of Number Number of
Front Line of Additional
Cases per Workers Available Front Line
Cases per Worker in Needed to Front Workers
Caseload Front Line Excess of Meet Line Needed to Meet
Region Office Standard Worker Standard Standard Workers Standard
Anchorage Anchorage 15 24 +9 87 55 +32
Region Totalg 13.6 18 +4 56 42 + 14
Bethel 13 13 -0 10 10 -0
Kenai 14 24 + 10 10 +4
Mat-Su 14 12 -2 10 1 -1
All Other SCRO@ 131 23 + 10 26 15 +11
Aniak 12 22 + 10 4 2 +2
South Cordova 14 13 -1 1 1 -0
ou -
oenirai Dillingham 13 52 + 39 4 1 +3
Homer 14 39 +25 6 2 +4
King Salmon 12 16 +4 1 1 +0
Kodiak 14 9 *5 1 2 -1
Seward 13 14 +1 1 1 +0
St Mary's 12 27 + 15 7 3 +4
Unalaska 12 0 -12 0 1 -1
Valdez 12 30 + 18 3 1 +2
Region Totalla(D 13.6 16 +2 42 36 +6
Fairbanks 15 17 +2 21 19 +2
Nome(® 13 13 +0 5 5 +0
All Other NROIg)(b) 114 16 +4 16 12 +4
Barrow 13 20 +7 3 2 +1
Delta 13 15 +2 2 2 +0
Galena 12 12 +0 1 1 +0
Fairbanks Bush 12 9 -3 2 3 -1
[ Kotzebue » 13 23 + 10 5 3 +2
McGrath 12 n -1 1 1 -0
Region Totallq 14.8 10 -4 18 25 -7
Juneau 15 11 -4 10 14 -4
L Ketchikan 15 9 -6 3 5 -2
. . All Other SERO{g 141 10 -4 4 6 -2
oouincasi
Craig 15 11 -4 1 2 -1
Petersburg 13 9 -4 1 1 -0
Sitka 14 10 -4 1 2 -1
Wrangell 12 9 -3 1 1 -0
Statewide Total@ 146 18 +4 198 158 + 40
Notes: The OCS established caseload standards for each office based on the CWLA standard for providing Foster Family Care services (12 to
15 children per one Social Worker) and the geographic area covered by each office  These caseloads include investigations, children in
legal custody or supervision, and children placed in Alaska pursuant to the Interstate Compact for the Placement of Children (ICPC)
Cases involving in-home services (where no child™n are in legal custody) and licensing caseloads are not included in this table All
worker counts are based on front-line, case-carryi  jtaff The calculation for front-line, case-carrying staff excludes vacan' positions,
workers on long term leave such as Family Medical Leave Act. and new workers who are in training and not yet carrying cases It
includes non-permanent case-carrying workers.
(&) The caseload standard is weighted The base caseload standard is 15, but the standard for an office may be adjusted based for the
size of the geographic area served and the availability of transportation Subtotals may not add to totals due lo rounding
(b) Workers employed by Kawerak in Nome and workers employed by Manilaq in Kotzebue, who provide child protective services are not
counted in this analysis.
Sources: Mike Lesmann, Program Coordinator with the Office of Children s Services. 907-465-3548
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Table 2. OCS Caseload on August 2, 2004, Using FY2005 Staffing Levels

Total

Number of Number of

Front Line Additional

Cases per Workers Number of Front Line

Cases per  Worker in Needed to Available Workers
Caseload Front-Line Excess of Meet Front Line Needed to
Region Office Standard Worker Standard Standard Workers Meet Standard

Anchorage Anchorage 15 21 +6 87 62 +25
Region Totalll 13.6 16 +2 56 47 +9
Bethel 13 n -2 10 12 -2
Kenai 14 24 +* 10 6 +4
Mat-Su 14 u -3 10 12 -2
All Other SCRO® 131 20 +7 26 17 +9
Aniak 12 22 + 10 4 2 +2
Cordova 14 13 -1 1 1 -0
(S:gl;::‘al Dillingham 13 26 +13 4 2 +2
Homer 14 26 + 12 6 3 +3
King Salmon 12 16 +4 1 1 +0
Kodiak 14 9 -5 1 2 -1
Seward 13 14 +1 1 1 +0
St Mary's 12 27 + 15 7 3 +4
Unalaska 12 0 -12 0 1 -1
Valdez 12 30 +18 3 1 +2
Region Totalid|b) 13.6 15 +1 42 38 +4
Fairbanks 15 15 +0 21 21 +0
Nome® 13 13 +0 5 5 +0
All Other NRO (> 114 16 +4 16 12 +4
Northern Barrow 13 20 +7 3 2 +1
Delta 13 15 +2 2 2 +0
Galena 12 12 +0 1 1 +0
Fairbanks Bush 12 9 -3 2 3 -1
Kotzebue(@® 13 23 + 10 5 3 +2
McGrath 12 n -1 1 1 -0
Region Totallg 14.8 10 -4 18 25 -7
Juneau 15 n -4 10 14 -4
" Ketchikan 15 °- 3 -6 3 5 -2
Southeast All Other SERO 4 14.1 10 -4 4 6 -2
Craig 15 n -4 1 2 -1
Petersburg 13 9 -4 1 1 -0
Sitka 14 10 -4 1 2 -1
Wrangell 12 9 -3 1 1 -0
Statewide Totallg 14.6 17 +2 198 172 + 26

Notes: The OCS established caseload standards for each office based on the CWLA standard for providing Foster Family Care services (12 to
15 children per one Social Worker) and the geographic area covered by each office. These caseloads include investigations, children in
legal custody or supervision, and children placed in Alaska pursuant to the Interstate Compact for the Placement of Children (ICPC)
Cases involving in-home services (where no children are in legal custody) and licensing caseloads are not included in this table All
worker counts are based on front-line, case-carrying staff The calculation for front-line, case-carrying staff excludes vacant positions,
workers on long term leave such as Family Medical Leave Act. and new workers who are in training and not yet carrying cases. It
includes non-permanent case-carrying workers
(a) The caseload standard is weighted. The base caseload standard is 15, but the standard for an office may be adjusted based for the
size of the geographic area served and the availability of transportation Subtotals may not add to totals due to rounding
(b) Workers employed by Kawerak in Nome and workers employed by Manilag in Kotzebue, who provide child protective services are not
counted in this analysis.

Sources: Mike Lesmann. Program Coordinator with the Office of Children s Services. 907-465-3548.
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Attachment A

Child Welfare Workforce, Child Welfare League of America, September 2002,
http://www .cwla.org/programs/r2p/rrnews0209.pdf
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Child Welfare Workforce

Overview

According to tlieresults of the Child Welfare League
of America’s (CWLA’) 2000 Membership Trends and
Issues Survey, public ard private nonprofit agencies
report that the greatest concerns for the child welfare
field are the increasing number of children needing
services and the lack of qualified staff.

No issue has a greater effect on the capacity of

the child welfare system to effec-

These are not new challenges for child welfare
agencies. In 1991, Helfgott reviewed literature and
recommendations from child welfare lead' rs. It
outlines many of the difficulties agencies report
today. Items specifically cited as key challenges for
staffing child welfare agencies were:

. increasingly complex demands for services
and workloads,

lack of resources for clients,

tively serve vulnerable children and TRENDS .
families than the shortage ofa com - . insufficient training,
The increasing number of . inadequate financial compen-

petent and stable workforce. With-

children needing services and
the lack of qualified staff .
affect children and families. and
Turnover often exceeds 50%
per year in the child welfare
field, and position vacancy
rates often surpass 12%.

out an adequate workforce, agencies
are not able to adhere to national
service and caseload standards,
maintain a climate that supports the
delivery of high quality services, or
adopt evidence-based practices.

Nearly every American industry
has experienced labor shortages at
some time, but shortages in the helping professions
are especially troublesome. Effectiveness in this
area comes from increasing staff expertise,
building rapport, and establishing stable, trusting
relationships with children, families, and com -
munities. These prerequisites for success are
un jrmined by high turnover. Child welfare
agencies experience turnover that frequently
exceeds 50% per year. Po .ition vacancy rates often
surpass 12% (Drais-Parrillo, in press). The shortage
of qualified workers affects these agencies at
almost every level, including child and youth care
staff, social workers, and s pport and admini-
strative staff.

At the agency level, the current workforce
crisis is evident in three ways. First, an insufficient
number of qualified candidates are in the recruit-
ment pool. Second, agencies are often unable to
compete with other segments of the economy in
terms of salary, benefits, and working conditions.

Third, agencies are unable to retain workers.

1i.,io W Kiiu i ..lyut nl Aineme 1 Mrift NW "i/.th | luoi * IM.iilmiyton. IX

sation,

safety and liability concerns,

poor physical and organiza-

tional working conditions.

In the past decade, these issues
have not ' iproved, and some have
worsened. The cumulative effect
on agency service provision is complex and will
not respond to a quick fix. Some of the solutions
are so obvious to many child welfare professionals
that formal research seems unnecessary. The lack
of progress in resolving these problems, continued
negative public perception of the child welfare
field, and an wunwillingness to invest public
resources in children, families, and those who
work with them, however, demand a multifaceted
approach.

Because an adequate workforce is fundamental
to the delivery of services by child welfare
agencies, CWLA’'s Research tc Practice (R2P)
Initiative has selected it as a focus area. The
expectation is that bringing together a summary of
the literature and the research efforts to date will
provide agencies and advocates with the
foundation to make productive decisions and
changes, whether they are revising the workforce
policies of a small work unit or of a statewide

system.
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Literature Review

Historical Perspective

W hat is now being termed the workforce crisis has
its roots in public policy decisions made over the
past 30 years. During the early years of the 20th
century, the U.S. Children’s Bureau, in cooperation
with universities and local agencies, built a child
welfare system staffed by people with professional
social work educations (Schorr, 2000). As a result,
the preferred standard for employment became the
master's of social work degree (MSW). Child welfare
came to be viewed as a prestigious specialty within
the social work profession (A. Ellett, 1990;
Leighninger & Ellett, 1993).

In 1962, at the federal level, child welfare
merged with public assistance, which traditionally
placed less emphasis on educa mnal qualifications
of staff. Later, increased recognition of child abuse
led to passage of the Child Abuse Prevention and
Treatment Act of 1974. The enactment of state child
abuse and neglect reporting laws followed, leading
to an avalanche of child abuse reports. There was
no provision of adequate resources for the pre-
paration and support of additional staffrequired to
respond to the reports, however (A. Ellett & Millar,
1996; Leighninger H Ellett, 1998). Consequently,
states moved quickly to reduce staff qualifications
to hire enough employees (A. Ellett, 1996).

In the wake of this “deprofessionalization,”
agencies began to structure child welfare work
difterently, attempting to reduce its complexity
and make it possible for people with fewer qualifi-
cations to adequately perform required tasks.
These efforts are reflected in practices such as
specialization, which causes families to be passed
from one caseworker to another as they move
through various agency programs, and the
purchase of external clinical services that were
formerly provided by internal agency staff (A.
Ellett, 1996; Schorr, 2000).

Attempts to reform the system during the
1980s and 1990s were largely devoid of attention
to the fundamental issues of workforce quality and
guantity. Instead, efforts focused on external
monitoring from courts and review bodies
(O'Donnell, 1992). As a result, the child welfare
work environment evolved into one characterized
by lowered autonomy, heightened regimentation,
and increased documentation (A. Ellett, 1996;

Keagh, 1994; Schorr, 2000).

Issues in W orkforce

The professional literature contains a substantial
body of writing based on descriptive data and
observations of trends in policy and practice over
the past two decades. When this work isconsidered

as a whole, seven major areas of concern emerge.

Staff Qualifications and Selection

A national study (Lieberman, Hornby, & Russell,
1988) revealed that only 28% of staffemployed in
public child welfare agencies had formal social work
education. Recruitment and selection of qualified
staff are hampered by the lack of accurate, realistic
job descriptions necessary to ensure an applicant's
understanding of the nature of the work and the
knowledge, skills, and attitudes essential for
competent performance (Pecora, Briar, & Zlotnik,

1989; Pecora, Whittaker. Maluccio, & Barth, 2000).

Work Environment and Support

Work environment includes Loth the physical
setting that agencies provide and the resources
made available to support the staff’'s multiple tasks
and responsibilities. Child welfare practice settings
are often deficient in both these areas (Pecora et
al., 1989).

Perhaps the most important element of the
work environment, however, is not the physical
setting, but the organizational infrastructure,
which includes such factors as supervision, level
of organizational support, professional culture,
autonomy, and flexibility. Many authors suggest
that as child welfare work becomes more highly
structured and regulated, it no longer has the flex-
ibility and autonomy that characterizes a true
profession (A. Ellett, 1996; Reagh. 1994). In addi-
tion, policies to which staff must conform are too
often driven by external forces such as legislation
and the courts. These policies are not consistent
with the evidence supporting good practice (Malm,

Bess, Leos-Urbel, Green, & Markowitz, 2001).

Workload

Unlike many other human service agencies, child
welfare, at least in the public sector, has little ability
to control work intake. Workers view high caseloads
(often two to three times the amount rec( unended
by CWLA standards (CWLA. 1991, 1995, 1997,
1998, 1999, 2000) and voluminous paperwork as
the norm. Agencies are also subject to changes in
legislation and policy that add to the duties

associated with cases. A caseload standard, there-



fore, may be reasonable one year and unmanage-
able the next. The best examples of this are the
increase in required documentation linked to the
external reviews imposed by legislative changes
and the lime that caseworkers must spend in court
or in meetings with review boards (C. Ellett, 1995;
Malm et al., 2001: O'Donnell, 1992).

Salaries and Promotion Opportunities

Researchers point out that salaries in all areas of
child welfare tend to be lower than in other jobs of
comparable difficulty. As the need for social
workers has expanded in other settings, this may
discourage the best-qualified prospective
employees from entering child welfare (Pecora et
al.,, 1989). Agencies with a hierarchical organiza-
tional structure offer limited opportunities for
promotion, and promotion typically requires that
the caseworker move from direct service provision

to management (C. Ellett, 1995).

Professional Development

Although professional development is valued by
employees and can positively affect service delivery,
both in-service training and continuing education
opportunities are often greatly reduced or eliminated
in times of fiscal shortfalls (Pecora et al., 1989). Even
when continued learning opportunities are available,
the mentoring and organizational support that staff
need to transfer learning into performance may not
be available (Alwon & Reitz, 2000). Furthermore the
regimented nature of work in many agencies discour-
ages the exercise of judgment and decision-making
that are critical to advanced skill development

(Ewalt, 1991; Schorr, 20C9).

Public Image and Professional Respect

The poor image of child welfare agencies has an
adverse effect on morale and the ability ofagencies
to recruit and retain qualified employee (Ellett.
1995; Pecora et al., 1989). Lack of respect is shown
in the attitudes of the public and the other
professionals with whom child welfare staff must

work each day. Staff reports of disrespectful

Kf t,irrh roundup '->2002 QLA
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treatment by judges and legal professionals suggest
that the interface between agencies and the courts
is an area of particular difficulty in this regard (C.
Ellett, 1995; Malm et al.. 2001).

Media coverage of child welfare agencies is often
poorly researched and overly sensationalized. Such
publicity, especially in the wake of a child death,
may promote quickly designed changes in policy
and legislation that are unsettling to staff and have

unintended adverse consequences (Malm et al.,

2001),
Personal Safety and Liability

Concerns about staffsafety have grown over the past
two decades as agencies report working wdth an
increasingly needy and disturbed client population.
Likewise, situations in which staff are placed in
personal jeopardy as a result of civil litigation
arising from their professional duties have

increased (Alwon & Reitz, 2000).

W orkforce Research

Empirical exploration of workforce issues has
focused primarily on the identification of factors
that are related to either employee performance or

turnover and retention.

Performance

Social Work Education

Education is the variable that child w Ifare
workforce researchers have explored most o*ten in
relation to performance. Several studies have found
evidence that social work education, at either the
bachelor’s of social work (BSW) or MSYV level,
positively correlates with performance.

A study conducted in Maryland public child
welfare agencies found an MSW to be the best
predictor of overall performance as measured by
supervisory ratings and employee reports of work-
related competencies (Booz-Allen & Hamilton,
1987). A national study (Lieberman et al.. 1988) that

measured competencies related to 32 job-related

Child Welt.ite Wotktoict-



duties found that both MSYV and BSYV staff were
better prepared for child welfare work than their
colleagues without social work education. Research
conducted with staff in Kentucky’s public child
welfare agency also revealed that staff with social
work degrees scored significantly better on state

merit examinations, received somewhat higher

ratings from their supervisors, and had higher levels
of work commitment than other staff (Dhooper,
1990). A Nevada study (Albers,

13) showed that

Royse, & Wolfe,
Reilly, & Rittner
casevn kers who had a social work
degree were significantly more likely

plan for

to create a permanent

children in their caseloads within

three years than their colleagues

social work education.
Salaries in public and private
child welfare agencies are
lower than in other

without social worn education. In a
study of professional staff in the

public child welfare systems in
Arkansas and Louisiana, Ellett (2000)
found that social work education was
associated with ligher self-reported

professional self-efficacy.

combined with external
decisionmakinc, make this an
unattractive job setting for

Much of the research on the
effect of education has focused on
the agency-university partnership
programs that have been established
over the past decade using federal
funding provided by Title 1V-E of
the Social Security Act. Although

there is variability in these pro-

grams, they generally aim to in-
crease educational opportunities for

agency staff to add to the pool of

potential child welfare employees two decades.
and enhance the relevance of

curricula in schools of social work.

Research to examine their effects found that

students score significantly higher on measures of
job-related competencies (Fox, Burn-ham, Barbee,
2000; 1998).

Graduates of the specialized child welfare program

Okamura & Jones,

& Yankeelov,

in New York State had higher levels of skills,

confidence, and sensitivity to clients (Hopkins,

Mudrick. & Rudolph, 1999).
Turnover and Retention

Social Work Education

Some research has also linked social work education

to employee retention in child welfare. Russell

(1987) found that agencies that require social work

degrees experience lower turnover rates. A study

Roundup 1-2(102 WLA
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Less than a third of staff
employed in public child
welfare agencies have formal

comparable jobs.
The increased regulation of
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professionals.

The poor image of child
welfare agencies has an
adverse effect on morale and
the retention of qualified
employees.

Concerns about staff safety
have grown over the past
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conducted in Maine’s public child welfare agency

suggested that relevant education was related to
retention (Bernotavicz, n.d.). Ellett (2000) found an
association between social work education and self-

reported intent toremain employed in child welfare.

Studies have also shown that graduates of
specialized child welfare social work education
programs are more likely to remain in child

welfare and experience greater job satisfaction

(Harrison, 1995; Okamura & Jones, 1998; Vinokur-
Kaplan, 1991 > Lewandowski (1998)

found that BSW graduates of an
agency-sponsored education pro-
gram in Kansas tended to remain

employed longer than MSYVs. This

finding may be linked to the case
management nature of the public
agency jobs, which do not allow
MSWs to fully use the clinical and
decisionmaking skills they learn in

master’s programs.

Personal Factors

A small body of research has also
explored personal characteristirr >f
turnover mid

(1994) found

staff in relation to

retention. Anderson
that higher ratings on the Coping
Strategies Inventory were associated
with intent toremain in child welfare
in the presence of high levels

Other

even
of emotional exhaustion.
researchers have found commitment,
investment, and a sense of mission
to be significantly related to retention
(Bernotavicz, n.d.; 1995;

Reagh, 1994; Rycraft, 1994). Higher

Harrison,

levels of professional self-efficacy and human caring
are also associated with employee intent to remain

(A. Ellett, 2000; C. Ellett, 1995).

Work Environment and Support

Other factors udth a significant role in employee

relate the organizational

retention primarily to
aspects of the environment. These include organ-
(Ellett, 2000; Midgel)', Ellett,

Noble, Bennett, & Livermore. 1994; Vinokur-Kaplan,

izational support

and flexibility in job
n.d.; 1995;
1992; Texas Department
2001). In

1991), supervision,

assignments (Bernotavicz, Harrison,

Rycraft, 1994; Samantrai.
of Protective and Regulatory Services,
interviews, supportive

studies that include stafl

supervision is the most commonly cited variable
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related to turnover and retention. Caseworkers
differentiate supervisory support from that of the
larger agency, and theircomments suggest that they

view it as more significant.

Workload

Some studies have found an association between
lower workload and retention (CWLA, 2001; Sam-
antrai, 1992; Winefield & Barlow, 1995). Workload
is also cited as a negative factor in research exploring
job satisfaction (Midgley et al., 1994). Staff report
increased clerical work, preparation for court, and
time in court as major factors

increasing workload, leading to loss

et al., 1990; Lewandowski, 1998). This finding may
be related to the increased regimentation that has
come to characterize child welfare jobs over the
past 20 years. If agencies are to attract and
maintain people with MSWs, they will need to
create jobs that provide a greater degree of
autonomy and make wuse of the employees’
advanced skills.

The strength of supervision as a factor in reten-
tion across several studies suggests that agencies
may benefit greatly from focusing resources on the
support and development of supervisors. Valued

supervision in child welfare takes

the form of support and consulta-

of time with clients and diminishing FINDINGS tion rather than strict direction and
their satisfaction (C. Ellett. 1995; « Employees with higher social monitoring (Rycraft, 1994). Accord-
Malm et al.. 2001). work education perform ingly, selection and training for

more positively. supervisory positions should

Salary and Promotions

Research concerning therole ofsalary

and promotional opportunities as

had r xed results. In a 1984 study,

Javarati.e and Chess found both salary

and promotion to be significant «  Social work education

factors in job satisfaction. A national
survey of public and private agencies
conducted by CWLA (2001), however,

showed no relationship between

« Agencies that require social
work degrees experience
lower rates of staff turnover.

factors in turnover and retention has «  Lower workload is positively from

associated with staff
retention.

supportive supervision, and
job flexibility are positively
associated with performance

and retention.

emphasize these qualities. The
critical nature of this role also
indicates that agencies may benefit
targeting supervisors for
greater organizational support and
devising ways for them to have
greater input in decisionmaking.
Flexibility in job assignment
allows employees to find the best fit
between job expectations and their

skills and aptitudes (Rycraft, 1994).

these factors and retention. +  Agency-university The strength of this finding is

partnerships can improve
employee retention and

Implications for Policy

and Practice

A content analysis of workforce research reveals
the strongest empirical support for social work
education, supportive supervision, and job
flexibility as factors positively associated with
either performance or retention in child welfare.
Although the evidence related to educational
qualifications is not unequivocal, it provides
support for social work education as the best
preparation for practice in child welfare. These
findings tend to be most consistent with regard to
graduates of specialized education programs
offering enhanced child welfare content and
internships in child welfare settings. Such agency-
university partnerships have the potential to
improve employee retention and performance.
There is evidence that at least for some jobs in
child welfare, employees with BSWs may be better

suited than those with master’s degrees (Dhooper

rclt Roundup >2002 CWt
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encouraging because it is within the
power of creative managers to
provide greater flexibility in job

descrip'ion and assignment.

Implications for Future Research

Studies need to empirically establish the duties and
competencies associated with child welfare work.
Such research would provide the basis for
developing job descriptions that more accurately
depict job requirements and for setting and
defending education standards (Pecora et al., 1989;
Gambrill, 1997).

Researchers should explore the relationship
between workforce factors, as staff qualifications,
workload, and stability, and client outcomes. The
effective deployment of resources is informed by
studies that tie successful interventions to staff
qualifications and workload (Pecora et al., 1989)
and that compare the cost-effectiveness of external
purchase of services with the provision of agency

staff capable of performing these functions.

Child Welfare Workfotu
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RESEARCH

R esearch t o Practice

W ith the advice of program staff and leaders in the field, CWLA's Research

a positive way.

Agency staff, an outside individual or group, or a university may have

conducted the qualitative or quantitative research

evaluation

component. R2P's goal isto support and promote the implementation of

well-researched, evaluated methods. (See box on Research to Practice

Levels of Rigor)

CWLA disseminates information about these programs and practices, as

well as strategies for implementation or replication, to its member agencies

and the field through a variety of media, workshops, consultation, and

development services.

Topics the R2P Initiative is initially exploring include youth development

and mentoring, family reunification, workforce issues, behavioral health,

brain research and early childhood development, and juvenile justice.

For further information, visit R2P's website at www.cwla.org/programs/

r2p, or contact the R2P team by e-mail at r2p@cwla.org.

TO PRACTICE LEVELS OF RESEARCH RIGOR

Each program or practice included in the R2P Initiative has been identified as
effective, with successes supported by a research component. R2P has developed
four categories to describe the level of empirical support available. All programs
and practices exist within an organizational context, with many factors that mav

influence outcomes.

Exemplary Practice
Research in this category has the following characteristics: a randomized study, a

control group, posttests or pre- and posttests, effects sustained for at least one

year, and multiple replications.

Commendable Practice
Research in this category has most of the following characteristics: a randomized

or quasi-experimental study, a control or comparison group, posttests or pre-and

posttests, follow up, and replication.

Emerging Practice
Research in this category has most of the following 'haracteristics: a quasi-
experimental study, a correlational or ex post facto study, posttest only, single

group pre- and posttest, and a comparison group.

Innovative Ideas
Research in this category has most of the following characteristics: a case study,

descriptive statistics only, and treatment group only.
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2/24/06

AMENDMENT * )
OFFERED IN THE HOUSE BY REPRESENTATIVE SEATON
TO: HB 442

Page 3, lines 24 - 26:
Delete 'or if the physician reasonably believes that the patient does not have a

qgualitving condition™

Page 4, line 25, following "chapter;":

Insert "or"

Page 4, lines 27 - 31:

Delete "or
(D) because the health care provider or institution has a

good faith belief that the condition requiring cardiopulmonary

resuscitation or other resuscitative measures is not precipitated by a

qualifying condition;"
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24-L.S1618\G.2
Bannister

2/28/06

AMENDMENT Ha*

OFFERED IN THE HOUSE BY REPRESENTATIVE GARDNER

TO: HB 442

Page 1, line 4:
Delete "of health care providers and institutions"
Insert ""and discipline of health care providers, institutions, and facilities"

Page 2, line 25, through page 3, line 10:

Delete all material.

Renumber the following bill sections accordingly.

Page 4, line 25, following *‘chapter;":

Insert "or'"

Page 4, lines 27 - 31:

Delete "or
(D) because the health care provider or institution has a

good faith belief that the condition requiring cardiopulmonary

resuscitation or other resuscitative measures is not precipitated bv a

qualifying condition;"

Page 5, lines 3 - 12:
Delete all material and insert:
"+ Sec. [, AS 13.52.080 is amended by adding a new subsection to read:
(c) A health care provider, health care institution, or health care facility is not
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subject to civil or criminal liability, or to discipline for unprofessional conduct, if ado
not resuscitate order prevents the health care provider, health care institution, or health
care facility from attempting to resuscitate a patient who requires cardiopulmonary
resuscitation or other r suscitative measures because of complications arising out of
health care being administered to the patient by the health care provider, health care
institution, or health care facility. This subsection does not apply if the complications
suffered by the patient are caused by reckless or intentional actions on the part of the

health care provider, health care institution, or health care facility."
Renumber the following bill sections accordingly.
Page 6, line 4:

Delete "'sec. 7"

Insert "sec. 5"



Amendmentto AMENDMENT #2

OFFERED IN THE HOUSE HEALTH. BY Rep.Gardner
EDUCATION AND SOCIAL DATE 2/28/06
SERVICES COMMITTEE

TO: HB 442 Version G

1 Amendment to Amendment #2
2 Page 2, line 7,

After  .patient are caused by” insert gross ne ligence. before “reckless”.
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HOUSE BULL NO. 442
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FOURTH LEGISLATURE - SECOND SESSION

BY REPRESENTATIVE WEYHRAUCH

Introduced: 2/10/06
Referred: Health, Education and Social Services, Judiciary

A BILL
FOR AN ACT ENTITLED
"An Act relating to the validity of advance health care directives, individual health care
instructions, and do not resuscitate orders; relating to the revocation of advance health
care directives; relating to do not resuscitate orders; relating to resuscitative measures;
relating to the liability|Ef health care providers and institutions relating to an

individual's capacity for making health care decisions; and providing for an effective

date."

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

* Section 1. AS 13.52.010(k) is amended to read:
(k) An advance health care directive, including an advance health care

directive that is made in compliance with the laws of another state, is valid for
purposes of this chapter jf [TO THE EXTENT THAT] it complies with [THE LAWS

OF] this chanter, regardless of where or when it was executed or communicated

[STATE].

HB0442a _ -1- HB 442
tTew Text Underlined [DELETED TEXT BRACKETED]
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* Sec. 2. AS 13.52.010 is amended by adding a new subsection to read:
() Notwithstanding the sample form provided under AS 13.52.300, an

individual instruction that would be valid by itself under this chapter is valid even if
the individual instruction is contained in a writing that also contains a durable power

of attorney for health care and the durable power of attorney does not meet the
witnessing or other requirements of this chapter.

* Sec. 3. AS 13.52.020(c) is amended to read:
(c) In the case of mental illness, an advance health care directive may be

revoked in whole or in part at any time by the principal if the principal does not lack
capacity and is competent. A revocation is effective when a competent principal with
capacity communicates the revocation to a [THE ATTENDING] physician or other
health care provider. The [ATTENDING] physician or other health care provider shall
note the revocation on the principal’s medical record. In the case of mental illness, the
authority of a named agent and an alternative agent named in the advance health care
directive continues in effect as long as the advance health care directive appointing the

agent is in effect or until the agent has withdrawn. For the purposes of this subsection,

aprincipal is not considered competent when
(1) it is the opinion of the court in a guardianship proceeding under

AS 13.26, the opinion of two physicians, at least one of whom is a psychiatrist, or the

opinion of a physician and a professional mental health clinician, that the principal is

not competent; or
(2) acourt in a hearing under AS 47.30.735, 47.30.750, or 47.30.7/0

determines that the principal is gravely disabled; in this paragraph, "‘gravely disabled"
has the meaning given in AS 47.30.915(7)(B).

Sec. 4. AS 13.52.060(d) is amended to read:
(d) Except as provided in (e). (D. and 10 [(e) AND (f)] of this section, a health

care provider, health care institution, or health care facility providing care to a patient

shall comply with
(1) an individual instruction of the patient and with a reasonable

interpretation of that instruction made by a person then authorized to make health care

decisions for the patient; and

HB 442 _ -2- HB0442
New Text. Underlined [DELETED TEXT BRACKETEDJ :
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(2) a health care decision for the patient made by a person then
authorized to make health care decisions for the patient to the same extent as if the
decision had been made by the patient while having capacity.

* Sec. 5. AS 13.52.060 is amended by adding a new subsection to read:

(i) Notwithstanding the exception in (e) of this section for do not resuscitate
orders, a health care provider may perform cardiopulmonary resuscitation or other
resuscitative measures on a patient even if there is a do not resuscitate order for the

patient if the condition requiring cardiopulmonary resuscitation or other resuscitative

measures is precipitated b. complications arising out of medical services being

provided by the health care provider to the patient.

* Sec. 6. AS 13.52.065(a) is amended to read:
(@ A [AN ATTENDING] physician may issue a do not resuscitate order for e
patient of the physician. The physician shall document the grounds for the order in the

patient's medical file.

* Sec. 7. AS 13.52.065(f) is amended to read:
(f) A do not resuscitate order may not be made ineffective unless a physician

revokes the do not resuscitate order, a patient for whom the order is written and
who has capacity requests that the do not resuscitate order be revoked, or the
patient for whom the order is written Is under 18 years of age and the parent or
guardian of the patient requests that the do not resuscitate order be revoked. Any
physician of a patient for whom [. A REQUEST TO REVOKE] a do not resuscitate
order is written may revoke the do not resuscitate [ONLY BE MADE BY THE
PERSON FOR WHOM THE] order [IS WRITTEN OR,] if the person for whom the
order is written requests that the physician revoke the do not resuscitate order or
if the physician reasonably believes that the patient does not have a qualifying
condition [IS UNDER 18 YEARS OF AGE, BY THE PARENT OR GUARDIAN OF

THE PERSON].

* Sec. 8. AS 13.52.080(a) is amended to read:
() A [IF A’ health care provider or health care institution that acts [MAKES

REASONABLE EFFORTS, WITH A LEVEL OF DILIGENCE APPROPRIATE TO
THE SERIOUSNESS AND URGENCY OF THE SITUATION, TO ENSURE THE

HB 442
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VALIDITY OF AN ADVANCE HEALTH CARE DIRECTIVE OR A PERSON’S
ASSUMPTION OF AUTHORITY TO MAKE HEALTH CARE DECISIONS FOR A
PATIENT, A HEALTH CARE PROVIDER OR INSTITUTION ACTING] in good
faith and in accordance wilh generally accepted health care standards applicable to the
heaith care provider or institution is not subject to civil or criminal liability or to
discipline for unprofessional conduct for
(D providing health care information in good faith under

AS 13.52.070;

(2) complying with a health care decision of a person based on a good
faith [REASONABLE] belief that the person has authority to make a health care
decision for a patient, including a decision to withhold or withdraw health care;

(3) declining to comply with a health care decision of a person based

on a good faith [REASONABLE] beliefthat the person then lacked authority;

(4) complying with an advance health care directive and

[REASONABLY] assuming Ingood faith that the directive was valid when made and

has not been revoked or terminated;
(5) participating in the withholding or withdrawal of cardiopulmonary

resuscitation under the direction or with the authorization of a physician or upon
discovery ofdo not resuscitate identification upon an individual;
(6) causing or participating in providing cardiopulmonary resuscitation

or other life-sustaining procedures
(A) under AS 13.52.065(e) when an individual has made an

anatomical gift; [OR]
(B) because an individual has made a do not resuscitate order
ineffective under AS 13.52.065(f) or another provision of this chapter; m
(Q because the patient is a woman of childbearing age and
AS 13.52.055 applies™?
(D) because the health care provider or institution has a
good faith belief that thecondition requiring cardiopulmonary

resuscitation or other resuscitativemeasures is not precipitated bv a

qgualifying conditioner

HB0442#
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(7) acting in good faith under the terms of this chapter or the law of

another state relating to anatomical gifts.
*Sec. 9. AS 13.52.100(c) is amended to read:

(c) An individual who is a qualified patient, including an individual for whom
a physician has issued a do not resuscitate order, has the right to make a decision
regarding the use of cardiopulmonary resuscitation and other life-sustaining
procedures as long as the individual is able to make the decision. Except as provided
bv AS 13.52.06011). if [IF] an individual who is a qualified patient, including an
individual for whom a physician has issued a do not resuscitate order, is not able to

tate

make the decision, the protocol adopted under AS 13.52.065 for do not resuscitate
orders governs a decision regarding the use of cardiopulmonary resuscitation and othe:]

life-sustaining procedures.
*Sec. 10. AS 13.52.150 is amended to read:
Sec. 13.52.150. Do not resuscitate orders and identification of other
jurisdictions. A do not resuscitate order or a do not resuscitate identification

executed, issued, or authorized in another state or a territory or possession of the

United States is valid [IN COMPLIANCE WITH THE LAW OF THAT

JURISDICTION IS RECOGNIZED] for the purposes of this chapter if it complies
with the laws of this state. A health care provider or health care institution may
presume, in the absence of actual notice to the contrary, that [ HOWEVER|] the
do not resuscitate order or the do not resuscitate identification complies [MAY BE
IMPLEMENTED ONLY TO THE EXTENT THAT THE IMPLEMENTATION
DOES NOT CONFLICT] with the laws of this state, regardless of where or when it

was executed. Issued, or authorized, and that the patient is a qualified patient.

*Sec. 11. AS 13.52.390(7) is amended to read:
(7) capacity,” except in (9) of this section, means an individual's

ability to receive and evaluate information effectively and to make and effectively

[OR] communicate health care decisions [TC THE EXTENT NECESSARY TO

MAKE MENTAL HEALTH TREATMENT DECISIONS];
* Sec. 12. The uncodified law of the State of Alaska is amended by adding a new section to

read:

HB 442
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CONTINUING EFFECT OF DO NOT RESUSCITATE ORDERS. A do not
in effect under

13.52.065(f),

resuscitate order made under AS 18.12 before January 1, 2005, continues
AS 13.52 unless the do not resuscitate order is made ineffective under AS
amended by{sec. 7|otofu's~ct, or under another provision of AS 13.52.

* Sec. 13. The uncodified law of the State of Alaska is amended by adding a new section to

read:
DIRECTIONS TO REGULATIONS ATTORNEY. The regulations attorney in the

Department of Law shall
(1) replace in 7 AAC 16.010(d)(5) the reference to"an atten lingphysician's

DNR order" with "a DNR order by a physician of the patient";

(2) replace in 7 AAC 16.010(d)(5)(B) the reference to"attending physician"
with "physician of the patient";

(3)delete in 7 AAC 16.010(g) "attending."
* Sec. 14. This Act takes effect immediately under AS 01.10.070(c).

HB 442 6-
New Text Underlined [DELETED TEXT BRACKETED) HB0442a



LEGAL SERVICES

(907) 465-3867 or 465-2450 A State Capitol

FAX (907) 465-2029 Juneau, Alaska 99801 - 1182
Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329

MEMORANDUM March 1,2006

SUBJECT: CSHB 442(HES) relating health care matters
(Work Order No. 24-LS1618\F)

TO: Representative Peggy Wilson
Chair of House Health, Education and Social Services Committee
Attn: Linda

FROM: &Theresa Bannister

Legislative Counsel

This memo accompanies a draft of the bill described above.
Amendment of AS 13.52.100(c). The amendments removed former sec. 9 from the bill.

That section amended AS 13.52.100(c) to accommodate the proposed AS 13.52.060(i).
Please consider whether sec. 9 needs to be reinserted to avoid a conflict with

AS 13.52.060(i)

If I may be of further assistance, please advise.

TLB:med
06-181.med

Enclosure
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Date Referred to Committee: February 10, 2006 FURTHER REFERRALS: Judiciary

Date of Committee Action: Xxh »/°”?

The HEALTH. EDUCATION AND SOCIAL SERVICES Committee considered: HB 442

HOUSE BILL NO. 442 HEALTH CARE DECISIONS

"An Act relating to the validity of advance health care directives, individual health care instructions, and do not resuscitate
orders; relating to the revocation of advance health care directives; relating to do not resuscitate orders; relating to
resuscitative measures; relating to the liability of health care providers and institutions; relating to an individual's capacity

for making health care decisions; and providing for an effective date."”

Recommends it be replaced with [ JHCS or [* ]CS for
For Senate Bills with new title: / ] Technical Title [ ] New Title: HCR_ f><] Same Title New Title

[ ] attach amendments
[ ] add new referral to. Committee
[ ] Letter of Intent Committee

Listof NEW FISCAL NOTES PREVIOUS FISCAL NOTES

for

Depts.: List by ept(s): *FN#
sy y Dept(s)
CED HSS

COR

CRT

EED

DEC

DFC

GOV

HSS

LEG

LAW

LWF

MVA

DNR

DPS

REV

DOT

UA

clMir: W ILS r)A >

Chair:



A 1 as ka State L egislature

Representative Bruce W eyhrauch
A laska
Statt Capitol

Juneau, A laska

99801-1182

(907) 465-3744
FAX (907)465-2273

Sponsor Statement for House Bill 442

Passage of the Health Care Decisions Act (“Alaska Act”) in 2004, was an
important step forward in modernizing and improving Alaska’s health care laws for
ihe terminally ill, their families, and loved ones. House Bill 442 makes minor
changes to the Alaska Act in order to provide clearer direction to those
implementing health care decisions.

Current law imposes a duty of investigation upon doctors when carrying out the
health care directives of their patients. House Bill 442 amends the current statute to
conform the language in the Alaska Act to Uniform Act language, thus requiring a
doctor to act in “good faith” when time is often critical for their patients. The bill
also substitutes the word “physician” for “attending physician”, to clarify the intent
that all physicians treating a patient adhere to the patient’s advanced health care
directives. Finally, House Bill 442 clarifies when CPR may be used, addresses the
validity of orders from other jurisdictions, and indicates under what circumstances

a Do Not Resuscitate order may be revoked.

The Health Care Decisions Act has been beneficial and important for all Alaskans
in letting terminally ill patients have their wishes heard. House Bill 442 helps

caregivers carry out those wishes.
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MEMOKANI)UM February 13, 2006
SUBJECT: HB 442 relating to health care decisions
(Work Order No. 24-LS1618\G)
TO: Representative B e Weyhrauch
FROM: Theresa Bannis, r

Legislative Counsel

You have requested a sectional summary of the above-described bill. As a preliminary
matter, note that a sectional summary of a bill should not be considered an authoritative
interpretation of the bill and the bill itself is the best statement of its contents.

Section 1. Amends AS 13.52.010(k) to state that an advance health care directive is
valid under AS 13.52 if it complies with AS 13.52, no matter where or when it was

signed or communicated.

Section 2. Adds a new subsection to AS 13.52.010. The new subsection states that an
individual instruction that is valid under AS 13.52 is still valid even it it is contained in a
writing with a nonconpl ing durable power of attorney for health care.

Section 3.  Amends AS 13.52.020(c) to substitute "physician™ for "attending physician”
with regard to whom an individual may communicate a revocation of an advance health

care directive.

Section 4.  Amends AS 13.52.060(d) to add a new exception to the subsection’s
requirement that a health care provider, health care institution, or health care facility
comply with individual instructions and certain health care decisions made by persons
other than the patient. The new exception is found at bill sec. 5.

Section 5.  Adds a new subsection to AS 13.52.060. The new subsection allows a
health care provider to perform resuscitative measures, even if there is a DNR order, if
the condition is caused by complications from medical services being provided by the

provider.

Section 6.  Amends AS 13.52.065(a) to remove the limitation that the physician who
may issue a DNR order be the attending physician.
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Section 7.  Rewrites AS 13.52.065(f) to indicate under what circumstance a DNR order
may be revoked.

Section 8. Amends AS 13.52.080(a) to impose a good faith requirement to the test for
when a health care provider or a health care institution is not subject to liability or
discipline for engaging in certain acts. Also, requires a good faith belief rather than
reasonable belief in three of the identified acts. Adds two situations where the provider
will not be liable under the main test in the subsection for causing or providing life-

sustaining procedures.

Section 9. Amends AS 13.52.100(c) to add the exception established by
AS 13.52.060(i) in bill section 5 to the subsection's direction as to when the DNR

protocol will govern regarding the use of life-sustaining procedures.

Section 10. Amends AS 13.52.150 to change the conditions for when a DNR order or
identification from another U.S. state, a territory, or a possession is considered valid and

to establish a presumption of compliance.

Section 11. Amends the definition of "capacity” in AS 13.52.390(7) to include the
ability to make and effectively communicate health care decisions.

Section 12. Provides that a DNR order made under former AS 18.12 continues to be
effective under AS 13.52 unless it is made ineffective (for example, revoked) under

AS 13.52.

Section 13. Directs the regulations attorney to make certain specified changes to the
regulations relating to DNR protocol and identification.

Section 14. Gives this Act an immediate effective date.
If I may be of further assistance, please advise.

TLBdjw
06-076. ljw



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2006 LEGISLATIVE SESSION Bill Version: HB442-DHSS-DPH-0L-17-06
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected: Health & Social Services

Title RELATING TO HEALTH CARE DIRECTIVES RDU Public Health
Component Community Health/EMS Services

Sponsor WEYHRAUCH

Requester HOUSE (HES) Component No. 2078
Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0J 0.0 0.0

bAPITAL EXPENDITURES
CHANGE IN REVENUES (0)
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1037 GF/Mental Health
Other(Specify Type-do not abbreviate)
Other(Specify Type-do not abbreviate).
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2006) cost:
Mark this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: @AEthasgaaeEeifresssy)

This bill follows up on a comprehensive advance directives measure passed by the Legislature
and signed into law in 2004. HB442 amends current law in several areas, including the validity
of health care directives from other states, clarifying which physicians can issue or revoke
health care directives on behalf of a patient, and revising provisions regarding do not resuscitate
orders.

Though EMTs and other first responders in Alaska will have to be aware of changes enacted in
this bill, there is no additional fiscal impact on the Department of Health and Social Services.

Prepared by: Richard Mandsager, M.D. Phone 465-3092
Division Publip Hpal'h Date/Time 02/17/2006
Approved by: Karleen Jackson. Commissioner Date 02/17/2006
Agency Department of Health and Social Services

(R»V.»00 0/7/SO0S OMBI Page 1 of 1



FROM :

OK ST HOSP NURSING HOME ASSOC  FAX NO. : 907 463 3573 Feb. 21 2006 10:45AM P2

Testimony on House Hill 24-1-S1618\(»
“Ilealth Care Decisions Ad"

Thank you for the opportunity to provide testimony on the proposed refinements to AS
13.52.010 (k). We are indebted to Representative Weyhrauch and his colleagues in the
legislature Tortaking the time to consider these proposed improvements to this law.

I am the practice administrator lor u medical group oftwenty-four anesthesiologists and a
follow in the American College of I Icalthcarc Executives. | have served in healthcare
administration tor thirty-two years.

The medical group for which I work provides a minimum of live to seventeen physicians
on call twenty tour hours per day, seven days per week to serve the patients at Providence
Alaska Medical Center. Responses to airway emergencies, “codes”, cardiovascular
emergencies, and other life threatening situations are frequent circumsli nces as we care for
patients in operating rooms, cath labs. I-abor and Delivery suites and operating rooms,
intensive care units, emergency rooms, and many other areas of the medical center every
day.

We do not pick our pulienls. We care for the pulienls regardless of means, clinical
condition, origin, faith, raco, gender, or ethical values. If patients wish to have 'do not
resuscitate orders’ or health enre decisions to guide their care, we respect those wishes.

The changes proposed to this law help physicians to honor the decisions of patients and
ethically respond to their clinical needs. It reduces the legal burden associated with the carc
ofour pationts by removing the requirement that we have knowledge of the laws 049
other states prior to responding to our patients. It allows us to practice to a standard of
"good faith” as we care for our patients. It allows us to respond to the wishes of our
patients as they change their decisions during the course of their care. It helps us to match a
patient with DNR wishes with a physician that can ethically honor those wishes.

For exumnle, a patient electing surgery with unesthesia muy. by the nature of the anesthesia,
have their heart slop functioning or they may have a machine breathe for them in lieu of
their own respiratory system’s function. If the patient “codes” and their vital life support
systems stop functioning, we are lefl with the dilemma of deciding ifthe problem is a
byproduct of anesthesia, their physical problems, or the result of the surgery. This may
leave us with the options of rescuing the patient, honoring a DNR order, or letting them die.
If we let thorn die, wo face the risk of heirs complaining of medical malpractice for the
death. [If we rescue the patient as we have been trained to do, we face tines and penalties
for violating local laws and those of other states. In the vast majority of eases, the patients
waive DNR orders during the pcri-opcrativc process. Wo ncod the clear capacity to have
this dialogue with our patients and honor their desires waive a DNR and to survive
surgery. Ifthey chose to die in the pcri-opcrativc process, this needs to he clear so that we
can honor thoso wishes absont risks of litigation and / or fines for doing so. Thoy ncod a
clear path to re-imposc the DNR per their wishes ultcr surgery. The changes to this law
help us to achieve those goals.

Our pationt care interactions are not always in a structured operating room environment.



FROM : AK ST HOSP NURSING HOME ASSOC  FAX NO. : 907 463 3573 Feb. 21 2006 10:46AM P3

Responses to emergencies are measured in very short periods of time with little time to
dociphcr unigquo health care decisions versus clinical needs. Any changes to the law that
make these processes more clear benefit the patients dependent upon the medical stall's
responses and actions.

The proposed revisions to this law lielp us to carc for our patients and reduce the diversion
of physicians' aitention to matters of law when they should be focused on the acute needs
of palienls. Ifdecisions to rescue patients are to be affected by the law, it must have clear
language and clear definitions. The proposed revisions to this law improve the language
and definitions. They enhance our capacity to care for patients.

Sincerely,

Jamos H Urooks, I'ACIIIi
Executive Director, PAAMG
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Sponsor Statement
SESSION: INTERIM:
Alaska State Capitol, Room 13 19 N. Cushman, Suite 211
Juneau, AK 99801 Fairbanks, AK 99701
(907) 465-4457 Office OlTice (907) 456-8172
(907) 465-3519 Fax Fax (907)456-2490

(800) 928-4457 Toll Free

Representative David G uttenberg

HB 452
“An Act establishing the Alaska Prescription Drug Task Force; and providing l'or an effective date.”

Last year, Americans spent more than four times as much money on health care as on
national defense. The Alaska Legislature’s recent PERS/TRS debate focused attention on the
rising cost of health care, but no pending bills address the high and rising cost of prescription
drugs and the role those prices play in the bigger picture of health care.

Prescription drugs are the fastest growing component of health care expenditures. Those
rising costs are imposing an ever-increasing economic burden on Alaskans. Our citizens should
not have to choose between putting food on their tables or purchasing prescription drugs.

Pharmaceuticals are a vital component of health care in preventing and treating illness and
helping to avoid more costly medical proolems. However, rising costs have greatly reduced
availability of prescription drugs. 1lbegan looking into the reasons why drug costs are rising and
found some disturbing statistics:

* In 2003, nationwide spending on prescription drugs was S179.2 billion, almost 4'/2
times larger than the $40.3 billion spent in 1990;

» Between 1995 and 2002, the average increase for drug expenditures was 15%
higher than for any other type of health expenditure;

« In 2001, nearly 1in 4 seniors reported skipping doses or not filling prescriptions

because of the cost;
* In 2002, 10 pharmaceutical companies amassed profits greater than the other 490

companies in the Fortune 500 combined;

HB 452 will create a Prescription Drug Task Force within the Alaska Department of
Health and Social Services. This Task Force will find ways to reduce the cost of prescription
drugs and increase affordable access to prescription drugs for Alaskans.

Ten members representing various entities and business sectors will sit on the task force
and will gather information from industry, government, citizens, and other sources.. Subsequent
present reports to the Governor and to the Legislature will suggest actions to increase access to

and reduce the cost of prescription drugs.

1lurge your suppoit of this hill.

Representative.David.Guttenberg@legis.state.ak.us
htlp://guttcnberg.akdcmocrats.org


mailto:Representative.David.Guttenberg@legis.state.ak.us

SESSION:

Alaska State Capilol, Room 13
Juneau, AK 99801

(907) 465-4457 Office
(907)465-: M9 Fax

(800) 928-4457 Toll Free

SECTIONAL ANALYSIS FOR HB 452

l as ka State L egislature

Representative David G uttenberg
District 8

INTERIM;

119 N. Cushman, Suite 211
Fairbanks, AK 99" /I
Office (907) 456-8172

Fax (907)456-2490

“An Act establishing the Alaska Prescription Drug Task Force; and providing for an

effective date.”

Section 1: uncodified law adding a new section to state the Legislative findings

and purpose

Section 2: uUncodilled law adding a new section to establish the Alaska

Prescription Drug Task force. The Task Force consists often members and sets
out the guidelines for the duties and objectives of the task force.
for the reporting of the Task Force’s findings to the Legislature and the Governor.

Section 3: Effective Date for Section 2.

Represenlative.David.Guttenberg@legis.slale.ak.us
http://guttenberg.akdcmocrats.org

Sets the timeline


mailto:Represenlative.David.Guttenberg@legis.slale.ak.us
http://guttenberg.akdcmocrats.org

FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2006 LEGISLATIVE SESSION Bill Version: HB452-DQLWr/-WC-04-21-06
() Publish Date:

Revision Date/Time (Note if correction): Department:  Labor and Workforce Development

Title: Alaska Prescription Drug Task Force RDU: Workers' Compensation
Component: Workers' Compensation

Sponsor: Representative Guttenberg

Requester: House HES Component Number: 344

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

FY 2010 FY 2011 FY 2012

ICAPITAL EXPENDITURES | |

ICHANGE IN REVENUES ( ) | 1 |

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type--Do no! abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2006) cost: None
Mark this box (X) if funding for this bill is included in the Governor’'s FY 2007 budget proposal: O
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: AtadhasgaaeEeifress y)

The task force is established in the Department of Health & Social Services and they have submitted a
fiscal note to support all costs for this activity. Th« legislation is not expected to have a financial impact on
the Department of Labor and Workforce Development.

Phone: 465-6059
Date/Time: 4/21/06 10:25 AM

Date. 4/21/2006

Prepared by: Paul F. Lisankie, Director

Division: Workers' Compensa on

Approved by: Greg O'Claray, Commissioner

Agency: Department of Labor and Workforce Development

(Ruvmod 9f2.. JO50MB) Page 1of 1



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2006 LEGISLATIVE SESSION Bill Version: HB452-DHSS-FMS-04-20-06
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected: Health & Social Services

ESTABLISHING THE ALASKA PRESCRIPTION pn Departmental Support Services

Title DRUG TASK FORCE
Component Commissioner's Office
Sponsor GUTTENBERG
Requester HOUSE (HES) Component No. 317
Expenditures/Revenueu (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services 82.7
Travel 16.5
Contractual 100
Supplies 5.0
Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 114.2 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ((»
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 114.2
1037 GF/Mental Health
Other(Specify Type-do not abbreviate)
Other(Specify Type-do not abbreviate)
TOTAL 114.2 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2006) cost:
Mark this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal:

POSITIONS

Full-time

Part-time

Temporary 1
ANALYSIS: (Attach a separate page If necessary)

This bill creates the Alaska Prescription Drug Task Force in DIISS and requires it to present its
findings and recommendations to the Legislature by the 30th day ol the 2007 legislative
session. The bill requires the task force to meet at least three times and to hold public hearings,
but it may meet more often. The 10 task force members arc to serve without pay, but will be
reimbursed for per diem and travel. Meetings can be held by teleconference; it is assumed the
group would meet face-to-face at least twice and that two DHSS employees would also travel to
staff the meetings. One non-perm position is required to staff the task force for FY07, and

associated costs arc itemized on page 2.

It is assumed the task force will disband after making its report.

(Continued on Page 2)

Prepared by: Janet Clarke Phone 465-1630
Division Finance and Management Services Date/Time 03/01/200G
Approved by: Karleen Jackson. Commissioner Date 04/20/2006

Agency Department of Health and Social Services



FISCAL NOTE
FN #

STATE OF ALASKA
2006 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

PERSONAL SERVICES (S82.7)
One non-perm position would be needed for FY07 to coordinate the work of task force, perform

research, write its final report and conduct needed followup - Health Planner Il (Range 19 $82.7)

TRAVEL ($16.5)

12 travelers are assumed:
$688 ca. ($600 airfare + $42 per diem + $26 car + $20 parking) times two meetings = $16,512

CONTRACTUAL ($10.0)
Office space for non-perm employee; telephone, computer usage and other centralized services costs,

publication and distribution costs for report.

SUPPLIES ($5.0)

Personal computer for employee, miscellaneous office and publication supplies for employee
and task force members.

Page 2 of 2



FISCAL NOTE

STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 4/23/06 11:17 a.m.

Title An Act establishing the Alaska Prescription Drug
Task Force....

Sponsor Representative Guttenberg, Kerttula

Requester House Health, Education, and Social Sen/ices

Expenditures/Revenues

Note: Amounts do not include inflation unless otherwise noted Delow.

OPERATING EXPENDITURES FY 2007
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0

ICAPITAL EXPENDITURES

CHANGE IN REVENUES 1 ) |

FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Menial Health
Other (Specify Type--Do not abbreviate)
TOTAL 0.0

Estimate of any current year (FY2006) cost:

Fiscal Note Number:
Bill Version: HB452
() Publish Date:

Dept. Affected; Administration

RDU Centralized Administrative Services
Component Retirement and Benefits
Component No. 64

(Thousands of Dollars)

FY 2009 FY 2010 FY 2011 FY 2012

0.0 0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0 0.0

Mark this box (X) if funding for this bill is included in the Governor's FY 2007 budget pr osal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This legislation establishes a 10-member task force to consider strategies to manage the increasing costs of
prescription drugs and to increase affordable access to prescription drugs for all state residents.

Participation on the Alaska Prescription Drug Task Force will have no fiscal impact on the Division of

Retirement and Benefits.

Prepared by:  Melanie Millhorn. Director
Division Retirement and Benefits

Phone 465-4408
Date/Time 4/23/06 11:17 a.m.

Date 4/24/2006

Approved by: Mike Tibbies. Deputy Commissioner
Agency Department of Administration

(Revised 9/7/2005 OMB)

Page 1of 1



Consumers Union*
PRESCRIPTION
FOR CHANGE

DETAILING

According to research from Health DRUG REPS PER PHYSICIAN

Strategies Group, "[tjhe average . . _
primary care physician interacts with Year Physicians (P)° Detailers (D)d Rafio Dto P
28 sales representatives each week; 2000 813,869 74.865 1to 11
the average specialist interacts with
14." While this represents a significant 2002 853.187 93,612 1to 9
amount of time. 2 hours and 13
minutes a week in 2004 per doctor, 2003 871,535 94,407 109
this is 20% less time than in 1999, 2004 884,974 101,531 1t0 9
where doctors spent 2 hours and 46
minutes a week meeting with sales reps.c
For a variety of reasons (e.qg.
Af1 Onlitt Qodm Affca* T — time, profession_al concerns
Mtrifting P itgrama in-n plegram about information quality,
Thir plOWNa conwiiint online learning opportunities),
v, oo 22% of doctors said they see
T po beghl fewer sales reps than in the
past.d According to the table
T e 0 above, this does not appear
to be due to a drop in the
Oty DKo Wb number of sales reps. It could
I D o« O KR be related to online detailing.
?ﬁ ﬂ%ﬁx .'g/t)dpﬁnvq'%ﬂﬂm il jixty—ﬁve percent of "gnline
HAt > - I3loerapyeua G NnMm agrar nor iraagraai octors"eparticipated in
Wim@f}%‘;;ﬁm‘?w as{r online det:giling ig 2005." (See
Figure 2)
Another way of |00king at COST OF SALES REP VISITS PER PHYSICIAN
influence isto consider Year  Physicians® Sales Rep Visit Cost ($)h $ per Dr.
professional advertising
expenditures per physician. The 2000 813,869 5,137,000.000 $6311.83
table at the right uses the cost
of sales rep visits (excluding 2002 853,187 6,198,000,000 $7264.53
samples) to determine cost of 2003 871,535 6,938,000.000 $7960.6"
all sales rep visits per physician.

8American Medical Association. Available online at: h!to://www ama-assp.org/ama/pub/cateqorv/12912.html.
Matthew Arnold. "Flexible Forces" Medical Marketing &Medio. November 2005.
cAshley Mahoney. Rayna Herman. "2005 Access Report: The current state of pharma sales." Pharmaceutical

epresentative. July 1 2005. ) ) o ) o ] )
Monique Levy, Jupiter Research. Online Marketing to Physicians: Evaluating Physicians' Responsiveness to Online

Detailing. September 1 2005.
«Defined as physicians who use the internet for work-related activities. (Jupiter Research)

vlonique Levy, Jupiter Research. September 1, 2005.
alMS Health. Total US Professional Promotional Spend by Type. 2004. Available online at:
htto:/.'www.imshealth com/ims/oortgl/front/articleC/0.2777,6599 49495992 75406357,00 html.

»Matthew Arnold. November 2005.

Consumers Union of the US. March 2006
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CUMULATIVE PERCENT RISE SINCE 1994

Rx SPENDING RISES MUCH FASTER THAN TOTAL
HEALTH SPENDING, 1994 -2002

Alilii Siigci. Hosloii I nivciMH School ol I'tihlic Ilciilth



«%in nj 1 +avyravro »
mH, .,
.j»»*.F j'*o

.‘.v.- l , V-12.&&Vv5

YOUR RESOURCE FOR HEALTH POLICY INFORMATION, RESEARCH, AND ANALYSIS

November 2006

Prescription Drug Trends

Overview

Prescription drugs are a vital component of health care in pre-
venting and treating illness and helping to avoid more costly
medical problems. However, rising costs and implementation
ofthe new Medicare drug benefit have raised concerns about
the affordability and availability of prescription drugs, prompt-
ing the need for abetter understanding of the pharmaceutical
market and for new approaches to rising costs.

Rising Expenditures for Prescription Drugs

Spending in the US for prescription drugs was $179.2 billion
in 2003, almost 4Vitimes larger than the $40.3 billion spent in
1990. Although 2003 prescription drug spending was a rela-
tively small proportion (11%) of national health care spending
compared to spending for hospital care (31%) and physician
services (22%), it was one of the fastest growing components,
increasing at double digit rates from 1995 to 2003. From 2002
to 2003, national prescription spending increased 11%, com-
pared to 7% for hospital care and 9% for physician services.
However, the rate of increase in prescription spending has
declined from a high of 20% in 1999, to 15% in 2002, and 11%

in 2003 (Figure I1).1

Figure 1. Annual Percentage Change in Selected National
Health Expenditures, 1980-2003
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The share of prescription drug expenses paid by private health
. .surance increased substantially over the past decade (from
24% in 1990 to 46% in 2003), contributing to adecline ir the
share that people pay themselves (from 59% in 1990% to

30% in 2003) (Figure 2). Private insurance spending for pre-
scription drugs rose by 7% in 2003, much slower than the 16%
increase in 2002.2

Figure 2: Percent of Total National Prescription Drug
Expenditures by Type of Payer, 1990-2003
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Factors Driving Increases in Prescription Spending

dedu<3>txet) mquod by pubic end povale
supplementary Medicare

Three main factors drive increases in prescription drug spend-
ing: the increasing number of prescriptions (utilization), price
increases, and changes in the types of drugs used.

Utilization. From 1994 to 2004, the number of prescrip-
tions purchased increased 68% (from 2.1 billion to 3.5
billion), compared to a US population growth of 12%.

The average number of ietail prescriptions per capita
increased from 7.9 in 1994 to 12.0 in 2004.3 The percent of
the population with a prescription drug expense in 2002
was 61% (for those under age 65) and 91% (for those 65
and older).4

Price. Retail prescription prices” (which reflect both manu-
facturer price changes for existing drugs and changes in
use to newer, higher-priced drugs) increased an average of
8.3% ayear from 1994 to 2004 (from an average of $28.67
to $63.59),6 more than triple the average annual inflation
rate of 2.5%/

Changes in Types of Drugs Used. Increases in prescrip-
tion spending generally result from newer, higher-priced
brand name drugs whose availability is affected by the
research and development (R&D) activities of pharmaceu-
tical manufacturers and government-supported research.
Manufacturer R&D spending increased from $13.4 billion
(17.3% of sales) in 1994 to an estimated $38.8 billion

The Henry J. Kaiser Family Foundation is a non-prolit, private operating foundation dedicated to providing information and analysis on health care issues lo
pnlicvmakors, Ihe media, trie heallh caie community, and the general public The Foundation is not associated with Kaiser Permanent or Kaiser Industries
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(15.9% of sales) in 2004.8 New drug use is also affected

by the number of new drugs (new molecular entities)
approved by the US Food and Drug Administration, which
has fluctuated over the past decade, with 21 approvals in
1994 and 36 approvals in 2004.9

Both prescription use and shifts to higher-priced drugj are
affected by advertising. Manufacturers spent $11.9 billion for
advertising in 2004 (excluding the S15.9 billion in retail value
of drug samples), with $7.8 billion (66%) directed toward
physicians and $4.0 billion (34%) directed toward consumers.
Spending for direct-to-consumer advertising - typically to
advertise newer, higher-priced drugs - was 15 times greater in
2004 than in 1994."

From 1995-2002, pharmaceutical manufacturers were the
nation's most profitable industry. In 2004, they ranked third,
with profits (return on revenues) of 16%, compared to 5% for
all Fortune 500 firms.”

Insurance Coverage for Prescription Drugs

Employers are the principal source of health insurance in the
United States, providing coverage for 174 million (nearly 60%)
of Americans in 2004.12 About 60% of employers offered
health insurance to their employees in 2005, and 66% of those
employees took their employers'coverage. Others may have
obtained coverage through a spouse. Nearly all (98%) of cov-
ered workers in employer-sponsored plans had a prescription
drug benefit in 2005.13

The traditional Medicare program (the federal health program
for the elderly and disabled) has not provided coverage for
outpatient prescription drugs. About one-quarter (27%) of
seniors age 65 and above, and one-third of poor (34%) and
near-poor (33%) seniors, had no drug coverage in 2003.14
That will change January 1,2006 when, as authorized by the
Medicare Prescription Drug, Improvement, and Modernization
A t of 2003, Medicare will begin a voluntary prescription drug
benefit. To provide some assistance in the years prior to 2006,
the law created a Medicare-endorsed discount card program
to give beneficiaries greater access to negotiated discounts on
their prescription drug purchases. The discount card program
also included atemporary transitional assistance program that
provided $600 per year in subsidies to low-income beneficia-
ries without drug coverage from other sources in 2004 and

2005.

Lack of drug insurance can have adverse effects. A 2005 survey
found that unir sured adults (51%) are twice as likely as insured
adults (25%) to say that they or a family member cut pills, did
not fill a prescription, or skipped medical treatment in the past
year because of the cost.’5 For seniors age 65+, the survey
found that those with no drug coverage were more likely than
those with drug coverage to not fill a prescription or to skip or
take a smaller dose due to costs in 2003 (37% vs. 22%).

Private and Public Responses

Employer-sponsored health plans have responded to increas-
ing prescription drug costs by establishing tiered cost-sharing
formulas and increasing drug copayments. In 2005, about
three-quarters (74%) of workers with employer-sponsored
coverage had a cost-sharing arrangement with 3 or 4 tiers,
over 2Vitimes the proportion In 2000 (27%). Copayments for
nonpreferred drugs (those not included on a formulary or
preferred drug list) have doubled from an average of $17 in
2000 to $35 in 2005. Copayments for preferred drugs (those
included on aformulary or preferred drug list, such as a brand
name drug without a generic substitute) increased by 69%,
from $13 in 2000 to $22 in 2005.'6

Medicaid is the joint federal-state program that pays for
medical assistance to low income individuals and families.
Outpatient prescription drug spending has steadily increased
as a share of overall Medicaid spending from 5,6% in FY1992
to 13.4% in FY2003.'7 In a 2005 survey of 36 states + DC, all
(100%) attempted to control drug costs by requiring prior
authorization, 95% imposed limits on quantities dispensed per
prescription, 92% required the use of generics, 81% charged
limited copayments for prescription drugs, and 68% used
preferred drug lists.18 On January 1, 2006, drug coverage for
those eligible for both Medicare and Medicaid will be shifted
from Medicaid to Medicare as a result ofthe Medicare Modern-
ization Act, although states will be required to provide pay-
ments to the federal government to finance this coverage.

Consumers are turning to a variety of methods to reduce their
prescription costs, including requesting cheaper drugs or ge-
neric drugs from their physicians, using the Internet and other
sources to make price comparisons, using over-the-countoi
instead of prescribed drugs, buying drugs in bulk and pill-split-
ting, using mail-order pharmacies, using pharmaceutical com-
pany or state drug assistance programs, and using Medicare
discount drug cards.19

Drug importation has received attention as a way to address
expensive drug prices in the US. Importation of pharmaceuti-
cal products from Canada using Internet orders and cross-bor-
der visits totaled $760 million in sales, or 0.3% of the total US
market, in 2004.20 An equivalent amount of prescription drugs
is estimated to enter the US from the rest of the world, mostly
through the mail and courier services.2'

Proponents of permitting Americans to import drugs from
Canada or other countries argue that prescription expenses
have become a significant burden on families and third-party
payers and that it is unfair to deny them access to the lower
prices available abroad. Permitting importation also is seen

as a way of reducing domestic prices, because manufactur-

ers would be forced to lower their prices to compete with

the lower costs of imported drugs. Opponents argue that it is
difficult and costly to assure the safety of Imported drugs. Op-
ponents also argue that importation is likely to increases prices
or reduce supply in countries exporting drugs to the US, so
that manufacturers and foreign governments would likely take
steps to limit exports to the US.



Outlook for the Future

Annual increases in US spending for r scription drub are

projected to rise from 10.7% in 2003 10 11.9% in 2004, and
then decline to 9.7% in 2014. Increased spending due to
increased prescription use by Medicare beneficiaries under
the new Medicare Part D coverage is expected to be offset

by increased availability and use of lower-cost generic drugs,
more people covered under tiered copayment drug plans,
fewer blockbuster drugs, and more drugs shifting to over-the-

counter status.2
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Executive Summary

illions of uninsured and underinsured
ericans struggle to aiford the

dicines they need, even forgoing
dically necessary drugs when prices are
oft of reach. When discussing the high

cost of prescription drugs, politicians often
focus on the financial burden carried by
senior  citizens. Unfortunately, high
prescription drug prices are a problem for
Americans of all ages,’not just the elderly.

As prescription drug prices have increased,
so has the number of uninsured and
underinsured Americans. In 2003, 45 million
Americans under the age of 65 did not have
health insurance; millions more with health
insurance  lacked  prescription  drug
coverage. Young adults (ages 19 to 34)
accounted for 40% of the non-elderly,
uninsured population in 2003. Meanwhile,
the pharmaceutical industry continues to
record enormous profits, often by blocking
consumer access to equally effective but
less expensive medication.

Uninsured consumers carry the full cost of
overpriced prescription drugs. The federal
government uses its buying power to
negotiate lower prices for the drugs it
purchases for its beneficiaries - such as
veterans, government employees and
retirees. In addition, consumers with health
insurance coverage pay only a portion of
the discounted price negotiated by their
insuranct company. Uninsured consumers,
with no one to negotiate on their behalf,
pay the highest prescription drug prices not
only in America, but in the rest of the
industrialized world as well.

In late summer of 2004, the National
Association of State  Public Interest
Research Groups (PIRGs) conducted a

survey of more than 400 pharmacies in 19
states across the country and Washington,
DC to determine how much uninsured
consumer are paying for 12 prescription
drugs commonly used by adults under age
65. We then compared these piices with
the prices the pharmaceutical companies
charge one of their "most favored™
customers, the federal government, and
also with the prices paid by consumers in
Canada.

Our survey showed that the uninsured pay
a huge price for prescription drugs,
especially when compared with the prices
paid by the federal government und our
neighbors to the north. Key findings
include:

In Alaska:

 On average, uninsured consumers in
Alaska pay 80% more than the federal
government for 12 common prescription
medications.

» Uninsured consumers in Alaska pay 80%
more for Zithromax than the federal
government pays for the same prescription.
Zithromax is an antibiotic commonly used to
treat pneumonia and other infections.

e On average, uninsured consumers in
Alaska pay twice as much—109% more—for
drugs purchased at their local pharmacy
than they would pay if they purchased the
same drugs from a Canadian pharmacy.

Nationally:
* Uninsured Americans pay 78% more on

average for 12 common prescription drugs
than the federal government pays for the
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same medications. The price differences
range from 41% more for Ambien, a sleep
aid, to 162% more for Synthroid, which
trears thyroid disorders.

* Many of the drugs featured in the PIRG
survey treat chronic conditions - meaning
that even small savings add up quickly. An
uninsured person regularly taking Allegra to
control his/her allergies, for example, would
pay at least $1,120 for a year's supply. The
federal government, on the other hand,
would pay on average $657 for the same
quantity of A(!/Ioegra - a savings of $463.

* Uninsured Americans, on average, pay
twice as much as Canadians—105% more—
for nine of the common prescription
medications we surveyed. The price
differences range from 45% more for
Norvasc, which treats high blood pressure,
to 530% more for Premarin, a necessary
hormone treatment for millions of women.

* An uninsured woman regularly taking
Premarin would pay at least $465 for a
year's supply in the Un,ed States. A
woman purchasing her year's supply of
Premarin from a Canadian pharmacy would
pay just $74—a savings of $391.

The need for state and federal action to
lower drug prices has never been greater.

Although federal lawmakers are aware that
Americans pay the highest prescription drug
prices in the world, they have yet to take
substantive action to address the problem.
Frustrated by inaction at the federal level,
states across the nation are taking on the
task of providing their uninsured and
underinsured cozens with access to

affordable prescription drugs. The state
PIRGs support a range of strategies to
lower the cost of prescription drugs that

include: n

N Creating prescription drug-buying pools
at the state level that would allow
businesses, the government and
individuals of all ages to use their
combined Duying power & -««««-»e-
lower drug prices, similar to what the
federal government and big riHGs do;

V' Expanding the use of preferred drug
lists (PDLs), which provide state
governments with information about the
most cost-effective treatment for a
particular condition. State governments
can use PDLs to make purchasing
decisions that ensure patients get the
most affordable and most effective
treatment possible;

N Increasing scrutiny of pharmaceutical
benefit managers, the pharmaceutical
"middlemen  who manage the
prescription drug care for millions of
Americans under a veil of secrecy and
often act against their clients' best
interests;

S Regulating the marketing practices of
pharmaceutical companies that drive up
the prices of prescription drugs and
encourage patients and doctors to favor
the newest and most expensive drugs
regardless of their effectiveness; and

N Providing consumers with immediate
price relief by legalizing the importation
of lower-priced prescription drugs from
Canada and other countries with drug
regulatory systems similar to ours as a
stopgap measure until comprehensive
reform passes.
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Background:

merican consumers pay too much for
prescription drugs. In 2003, Americans

pent $203.1 billion on prescription drugs,
increase of $20.4 billion from the
evious year.1l While some of that increase

can be attributed to-additional unit sales,
skyrocketing prescription drug prices are
the biggest driver of increased spending on
prescription drugs. A study by Families
USA, a non-profit advocacy group, found
that prescription drug costs increased a,
more than three times the rate of inflation
from January 2003 to January 2004.2 AARP
tracked prices for the 197 brand name
drugs most widely used by seniors and
found that they increased in price by 27.6%
on average from 2000 to 2003, compared
with a general inflation rate of just over
10%.3 AARP also found  that
pharmaceutical companies actually increase
their drug prices more than once a year;
manufacturers increased the price of 106 of
the 197 drugs most frequently used by
senior citizens over the three-month period
ending in March 2004.4

The Cost to Uninsured, Non-Elderly
Americans

Both policy makers and non-profit advocacy
groups often focus on the inordinate burden
that prescription drug costs place on the
elderly. Many seniors live on fixea incomes
that increase only slightly with inflation. As
prescription drug costs rise faster than the
rate of inflation, health care consumes more
and more of their limited annual incomes.
In recognition of senio; citizens' need for

The
Prescription Drugs

High Cost of

Analysis: The Medicare
Prescription Drug Benefit

Congress enacted the Medicare Prescription
Drug, Improvement, and Modernization Act
in late 2003. Unfortunately, the benefit
created by the legislation provides only
limited prescription drug coverage for most
beneficiaries and does nothing to lower the
overall price of drugs for all Americans.

Until private prescription drug plans become
available in ZU06, Medicare beneficiaries can
enroll in an interim discount card program.
Once a Medicare recipient selects a drug
discount card, he or she is limited to the
discounts available through that card for the
next year. The companies selling the drug
discount cards, however, can change the
drug list and discounts at any time.
Because enrollees have neither the freedom
to change plans, nor the ability to predict
prices, real competition between card
providers does not exist. Drug card
providers have little incentive to lower
prices. Moreover, the legislation specifically
prohibits Medicare administrators from
negotiating  drug  prices w;th  the
pharmaceutical companies, which would
have lowered both the cost to seniors for
their medication and the overall cost of the
program to taxpayers.

The Medicare legislation also aoes not
address the cost of prescription drugs for
non-Meoicare recipients, including the
millions of uninsured who are left to pay the
full high price for their medication.
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prescription drug coverage, Congress
passed the Medicare Prescription Drug,
Improvement, and Modernization Act of
2003.5 Unfortunately, the benefit created
by the legislation provides only limited
prescription drug coverage for ~most
beneficiaries (see box).

In addition to seniors, many non-elderly
consumers are unable to afford their
prescription drug medication. While
Medicare beneficiaries have insurance that
generally covers doctors and hospital care,
increasing numbers of non-elderly (under
05 vyears <f age) -uninsured Americans
struggle to pay for al of their health care.
The number of non-elderly uninsured
Americans grew to approximately 45 million
in 2003, an increase of 1.4 million from
2002.6  Young adults (ages 19 Lo 34)
accounted for 40% of the non-elderly,
uninsured population in 200

Lacking health insurance is a tremendous
barrier to obtaining needed health care.
According to a survey conducted by Kaiser
Family Foundation in 2003, 37% of
uninsured people did riot fill a prescription
because of cost. Almost half (47%) of the
uninsured postponed seeking any medical
cd" because of cost.8 Even after an
uninsured person finally decides to seek
medical care, that person is often unable to
pay for the treatment that his or her doctor
prescribes.

Having drug coverage does not necessarily
translate into being able to afford
prescription drugs; many plans require
patients to make large co-payments or
spend somewhere between $100 and $500
in  deductibles before covering most
services.9 The more a person has to pay for
a drug, the less likely he or she is to have it
filled. A study published in the Journal of
the American Medical Association found that
increasing co-payments from $5 to $10 per
prescription reduced consumer spending on

drugs by 22%6.10 Co-payments have greatly
increased as employers have looked for
ways to cut rising health care costs.

Drug Prices Rise As industry
Thrives

The high price of prescription drugs has
helped the pharmaceutical industry remain
consistently profitable, even in a stagnant
economy. In 2001, it ranked first of any
industry in rates of return on equity, assets,
or revenues.ll Families USA meanwhile,
found that the pharmaceutical industry has
been the most profitable industry in the
United States for the past 10 years, and
that it "was five-and-one-half times more
profitable than the average for Fortune 500
companies.”12  Similarly, Public Citizen
released a study finding that the combined
profits for the 10 drug companies in the
Fortune 500 ($35.9 billion) amounted to
more than the profits for all the other 490
businesses put together ($33.7 billion) in
2002.13

The industry insists that its high prices are
justified by the amount of money it must
spend in researching and developing new
medications.  According to one industry
source, the cost of research and
development (R & D) averages $800 million
or more for a single compound.1l Another
industry source suggests that out of 5,000
drugs under development, only five are
likely to be tested in clinical trials and only
one will be approved for patient use,
meaning that industry must invest heavily in
medicines that never turn a profit.15 The
inherent risks of R & D and the need to
recover losses from failed trials both
necessitate and justify the st of its
products, the argument  continues.
According to the industry, lowering prices
will result in less investment in R & D and
fewer new and innovative drugs on the
market.
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Yet R &D is actually a much lower priority
for drug companies than they sugyest.
Firrt, the government funds a substantial
portion of the research and development
required to produce any given medicine.
One group has estimated that R & D can
cost companies no more than $240 million
per drug, once government-funded research
and tax deductions are taken into account,
rather than the industry figure of $800
milPon. ~ While *240 million is still a
substantial sum of money, these figures
suggest that the pharmaceutical industry's
research anti development expenses may
be far lower than advertised.

In addition, despite the steep climb in the
cost of prescription drugs, the Food and
Drug Administrate n (FDA) approved only
17 new drugs in 2002, the fewest in a
decade. Some suggest that this drop in
new medications has prompted *‘companies
to keep profits flowing the old-fashioned
way: by charging more for their existing
products.'*17

Further-more, tt a pharmaceutical companies
spent greater portions of their net revenue
on marketing, advertising, and
administrative costs than on R & D in 2001.
In fact, one study found that eight major
American pharmaceutical companies spent
more than twice as much on marketing and
administrative costs than on R &D. And in
2001, the major pharmaceutical companies
put only 11% of their revenue into R&D,
but counted 18% of revenue as profits.18
Recent evidence also suggests that major
drug companies spend a greater percentage
of their money on buybacks of company
stock and dividends to shareholders. Pfizer,
the largest drug company in t * world,
spent 210% ($22.2 billion) more on stock
buybacks and dividends than it did on
research in the past 18 months.19

Drug Companies Exploit Loopholes
to Delay Generic Competition

In response to concerns about the
struggling generic industry and the
pharmaceutical industry’'s frustration with
the lengthy FDA approval process, Congress
enacted the Drug Price Competition and
Patent Term Restoration Act, commonly
referred to as the Hatch-Waxman Act, in
1984. The legislation increased the number
of generic drugs available to consumers by
simplifying the approval process for genonc
companies.  This provision increased the
generic share of the prescription drug
market from 20% at the time of enactment
to nearly 50% of the current market.2
Unfortunately, the legislation also gave the
pharmaceutical industry a new set of
weapons to delay the approval of generic
equivalents.

In order to receive FDA approval to market
a generic drug, the generic manufacturer
must prove the brand-name drug's patent
has either expired or is no longer valid. If
the brand-name company retaliates with a
lawsuit,  which is  common, FDA
automatically delays the generic company's
claim for 30 months while it investigates the
dispute. The Hatr.h-Waxman Act also gave
brand-name manufacturers the ability to
submit patents on multiple aspects of the
same drug, thereby extending the number
of times the company can invoke the 30-
month delay. Companies have filed patents
on everything from the color of a capsule to
the shape of a bottle, al in an attempt to
extend their control over a specific brand-
name drug. By filing new patents after the
first lawsuit, then suing for infringement of
those patents, brand name drug companies
can obtain successive 30-month stays.
Researchers have found that the average
number of patents filed on brand-name
medications has increased from 2 to 12 in
the past 10 years.2L
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An additional six months of exclusive
marketing rights can be extraordinarily
profitable.  When Wyeth Pharmaceuticals
was granted an additional six months of
exclusivity for its anti-depressant Effexor,22
it earned an additional $72 million dollars.23
By exploiting the legal loopholes created in
the Hatch-Waxman Act, brand-name drug
manufacturers have succeeded in
maintaining monopoly rights to prescription
drugs long after the original patent expired.

Drug Companies_En%'l:\ge_ in
Collusion and Price Manipulation

In eder to avoid the costly legal oattles
described in the previous section, some
brand-name drug companies opt for a less
expensive alternative. Rather than spend
millions defending themselves against
lawsuits, companies holding expired or
invalid patents decide instead to cut their
losses and make a deal with their
competitors. The brand-name companies
pay the generic manufacturer to postpone
entry into the market, and they agree on a
settlement.  In June 2002, the Federal
Trade Commission (FTC) challenged interim
settlements for three drug products. In the
challenges, the Commission alleged that
"the brand-name drug company paid the
first generic applicant not to enter the
market, thereby retaining its (unused) 180-
day marketing exclusivity and precluding
the rpa from approving any eligible
subsequent generic applicants.”Z The FTC
found that the brand-name manufacturer
and generic manufacturer were illegally
colluding to prevent competition and
preserve the drug's high price.5

Other lawsuits allege that some companies
have systematically overcharged consumers
for their medicines or waged misinformation
campaigns against competitors.  Wyeth-
Ayerst Laboratories, for example, has been
accused of maintaining a 99% monopoly

over its estrogen supplement Premarin by
waging a misinformation campaign about its
generic competitor, Cenestin, to discourage
consumers from purchasing the cheaper
drug. Even as Wyeth-Ayerst worked to
keep Cenestin off formularies—the list of
medications covered by any given health
plan—it continued to in'rease the price of
Premarins  Knoll Pharmaceuticals (now
owned by BASF) also was accused of
waging a misinformation campaign about
generic competition for Synthroid, its drug
to treat hyperthyroidism. Knoll maintained
in both advertisements and communication
with state and federal regulators,
consumers, pharmacists, and the medical
community that there was no "‘substitute for
Synthroid™* despite evidence in hand proving
that the generic version of Synthroid was
biologically equivalent and an effective
substitute.Z7

Several state PIRGs have joined labor
unions, senior citizen advocates and other
consumer groups in litigation coordinated
by the Prescription Access Litigation Project
(PALP), challenging numerous unfair drug
company price manipulation tactics. In July
2004, PALP announced a $29 million
settlement with  GlaxoSmithKline  over
charges that it used illegal tactics to
maintain its patent on Augmentin, a popular
antibiotic used in the treatment of a variety
of common infections.2B

Pharmacy Benefit Managers Use
Deceptive Trade Practices

Pharmacy Benefit Managers (PBMs), the
pharmaceutical *'middlemen," arrange sales
programs between drug manufacturers and
health care plan providers (such as state
health benefit programs, large businesses,
cnd HMOs) seeking to reduce the cost of
their prescription drug plans. PBMs provide
pharmacy coverage to more than 150
million American consumers;2 three PBMs—

Paying the Price 9



Medco, Caremark and Express Scripts—
currently control approximately 80% of the
lucrative market.  Overall, the nation's
employers spend more than $70 billion
through PBMs.3) Despite the impact of PBIVs
oil health care spending, tremendous
secrecy surrounds how PBMs conduct
busine:" decent investigatic.o ularge that
PBMs exploit their abiiity to negotiate secret
deals and increase their revenues without
passing cost savings on to clients.

In April 2004, 19 staces settled deceptive
trade practice claims against Medco Health
Solutions, Int. Medco' is the nation's largest
PBM, with 2002 net revenues of more than
$32 billion and a network of 55,000
pharmacies.3l The complaint alleged that
Medco encouraged physicians and other
prescribers to switch patients to different
prescription drugs without disclosing that
the switches benefited Medco by increasing
rebates from drug manufacturers. The
complaint also alleged that Medco
misrepresented its actions by claiming that
the switch would result in savings to both
patients and health care plans.2 In reality,
the switches they encouraged often
increased costs, primarily in follow-up
doctor visits and tests. For example, Medco
switched patients from certain cholesterol
medications (such as Lipitor) to alternative
treatments (such as Zocor), which required
patients to pay for follow-up costs.3 Medco
paid $29 million to settle the deceptive
trade allegations; $2.5 million to identifiable
patients who incurred expenses related to a
switch  between cholesterol controlling
drugs; and $6.6 million to states in fees and
costs.

On August 4, 2904, the New York Attorney
General's office announced it had filed suit
against Express Scripts for "conducting
elaborate schemes™ that added millions of
dollars in prescription drug costs to the
state’s health plan.The lawsuit alleges
that Express Scripts encouraged drug

switches that increased its revenue at the
expense of the health plan and its
members. Specifically, Express Scripts
would switch members from a brand name
drug losing patent protection to another
brand name drug, one not facing generic
competition but made by the same
manufacturer. The suit also charges that
the company would induce physicians to
switch a patient's prescription from one
prescribped drug to another  drug
manufactured by a company paying Express
Scripts for new prescriptions.  The suit
further alleges that Express Scripts
disguised millions of dollars in rebates it
received from drug manufacturers as
various types of administrative fees when it
should have passed the rebates onto the
health plan.3 Nineteen other states are
currently investigating Express Scripts on
similar charges.®

Drug Companies Limit Information
on the Safety and Efficacy of Their
Products

Often, several competing prescription drugs
are available to treat one condition, such as
depression or high cholesterol. However,
consumers and doctois have few resources
for determining which prescription is safest,
most  effective, and most affordable.
Pharmaceutical companies frequently patent
new prescription drugs that are either
equivalent or less effective than less
expensive options, such as druc> a ‘ailable
in generic form, over-tne-c 'unter
medication, or lifestyle cnanges.
Unfortunately, pharmaceutical companies
generally do not conduct head-to-head
comparisons of drugs that treat the same
condition; they prefer the less risky
approach of competing through marketing,
which encourages doctors and consumers
to use the newest and wusually most
expensive treatments.
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Not only do pharmaceutical companies
discourage comparisons of drugs within the
same class, they also control the
dissemination and interpretation of their
clinical trial results. In June 2004, the
Attorney General of New York filed a lawsuit
against GlaxoSmithKline, alleging that the
company committed fraud by both
concealing and failing to disclose negative
information about its depression drug
Paxil.37  GlaxoSmithKline completed five
studies on the use of Paxil in children; four
failed to demonstrate that Paxil was more
effective than a placebo and suggested a
possible increased risk of suicidal behavior.
Not only did GlaxoSmithKline fail to include
this information in the "Medical Information
Letter” it sent to physicians, it also failed to
publish the negative clinical trial results.38
GlaxoSmithKline reached a settlement with
the State of New York that includes
payment of $2.5 million as well as an
agreement to publicly disclose information
on clinical studies of its drugs.® In
September 2004, an FDA advisory
committee3 concluded that the increased
risk of suicidality in pediatric patients
applied to all the drugs studied (Prozac,
Zoloft, Remeron, Paxil, Effexor, Celexa,
Wellbutrin, Luvox and Serzone) in controlled
clinical trials. Shortly thereafter, FDA
announced support for the advisory
committee’s recommendation to strengthen
the warning label for antidepressant usage
in children.£D

3 FDA uses advisory committees to gain expert advice
about scientific and public health issues and/or
regulatory decisions. On September 13-14, 2004, the
Psychopharmacologic Drugs and Pediatric Advisory
Committees held a joint meeting to consider the
occurrence of suicidality in the course of treating
pediatric patients with various anti-depressants. FDA
is not required to follow the recommendations of its
advisory committees; the agency announced a few
days after the joint meeting that it "generally
supports the recommendations.” (From testimony of
Dr. Robert Temple, Director of Medical Policy at FDA's
Center for Drug Evaluation and Research, before the
U.S. House Subcommittee on Oversight and
Investigations, September 23, 2004.)

Around the same time, in September 2004,
drug giant Merck announced a voluntary
worldwide withdrawal of its blockbuster
pain-relief drug, Vioxx. =~ Merck stopped
selling Vioxx after a long term study,
financed by the company, showed that
people taking the drug had more cases of
heart attack, stroke or blood clot than
people taking a placebo.”1 Since Vioxx went
on the market in 1999, the prescription has
been dispensed 84 million times.£2 Many
experts in the medical field had raised
guestions about the safety of the
medication for nearly four years; many
others are raising similar questions about
the FDA's failure to recall the drug in the
face of this medical evidence. In 2000, a
study by the New England Journal of
Medicine found rates of heart attacks were
higher in patients taking Vioxx than in
patients taking an older drug. After that
study, FDA required Merck to add a warning
to Vioxx's label. Another study released by
cardiologists in 2001 reiterated the findings
of the 2000 study.43 This news, combined
with the high cost of Vioxx, caused some
insurers to remove Vioxx and similar pain
medications from their list of preferred
drugs. Although an August 2004 French
study found that high doses of Vioxx triple
the rate of heart attack, FDA approved
Vioxx for use in children just a few weeks
later.44 Merck continued to assert that the
drug was safe—even as recently as three
days before announcing its decision to
withdraw the drug from the market.%

Dru% Companies Spend Millions
Lobbying to Maintain High Prices

In June 2004, Public Citizen released a
report detailing the amount of money the
drug industry—broadly defined as brand-
name, generic and biotech drug makers,
pharmacy benefit managers, distributors,
and related advocacy groups—spent
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lobbying Congress in 2003. According to
the report, “'the drug industry hired 824
inc vidual lobbyists in 2003—an all-time
high. That's more than eight lobbyists for
each member of the US. Senate. In 2002,
based on a more narrowly defined survey,
the drug industry spent $91.4 million and
hired 675 lobbyists.”*6 ~ Drug industry
spending on lobbying in 2003 rose to a
record $108.6  million; brand-name
manufacturers alone spent nearly $80
million on lobbying, or 73% of the industry
total. The Pharmaceutical Research and
Manufacturers of America (PhRMA), the

industry’s  leading  trade  association
representing more than 40 brand-name
drug companies, hired 136 lobbyists in
2003, 24 more than the previous year, and
spent more than $16 million on direct
lobbying before Congress, a 12.5% increase
from the year before.d7  According to
confidential budget documents, PhRMA
does not confine its financial influence to
federal decision-makers. For the fiscal year
that began on July 1, 2003, PhRMA had
budgeted $48.7 million for advocacy at the
state level as well.48
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Survey Findings

hi'e the pharmaceutical industry is
arfong the most profitable industries

irf the world, millions of uninsured and
derinsured Americans struggle to afford
e medicines they need, even forgoing

medically necessary drugs when prices are
out of reach. When discussing the high
cost of prescription drugs, politicians often
focus on the financial burden carried by
senior  citizens. Unfortunately,  high
prescription 5rug prices are a problem for
Americans of all ages, not just the elderly.

The federal government uses its buying
power to negotiate lower prices for the
drugs it purchases for its beneficiaries -
such as Veterans, government employees
and retirees. Consumers with health
insurance coverage pay only a portion of
the discounted price negotiated by their
insurance company. Unfortunately, 45
million uninsured Americans have no one
doing the same on their behalf.

In late summer of 2004, the National
Association of State Public  Interest
Research  Groups (PIRGs) conducted a
survey of more than 400 pharmacies in 19
states across the country and Washington,
DC to determine how much uninsured
consumers are paying for 12 prescription
drugs commonly used by adults under age
65. We then compared these prices with
the prices the pharmaceutical companies
charge one of their "most favored™
customers, the federal government, and the
prices paid by consumers in Canada.

Our survey demonstrates that the uninsured
pay unjustly high prices for prescription
drugs in the United States—especially when
compared with the prices paid by the
federal government and our neighbors to

the north. Tables 1 and 2 detail the results
of our survey. Key findings include:

In Alaska:

¢ On average, uninsured consumers in
Alaska pay 80% more than the federal
government for 12 common prescription
medications.

¢ Uninsured consumers in Alaska pay 80%
more for Zithromax than the federal
government pays for the same prescription.
Zithromax—an antibiotic prescribed to treat
various bacterial infections, such as
pneumonia—is the  most  commonly
dispensed antibiotic in America.

¢ On average, uninsured consumers in
Alaska pay tv/ice as much—109% more—for
drugs purchased at their local pharmacy
then they would pay if they purchased the
same drugs from a Canadian pharmacy.

Nationally:

¢ Uninsured American., pay 78% more on
average for 12 common prescription drugs
than the federal government pays for the
same medication. The price difference;
range from 41% more for Ambien, a sleep
aid, to 162% more for Synthroid, which
treats thyroid disorders.

¢ Many of the drugs featured in the PIRG
survey treat chronic conditions - meaning
that even small savings add up quickly. An
uninsured person regularly taking Allegra to
control his or her allergies, for example,
would pay on average $1,120 for a year's
supply. The government, on the other
hand, would pay only $657 for the same
guantity of Allegra - a savings of $463.
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» Uninsured Americans, on average, pay
tv.,:: as much as Canadians—105% more—
for nine of the common prescription
medications we surveyed. The price
differences range from 45% more for
Norvasc, which treats high blood pressure,
to 530% more for Premarin, a necessary
hormone treatment for millions of women.

* An uninsured woman regularly taking
Premarin would pay on average $465 for a
year's supply. A woman purchasing her
year's supply of Premarin from a Canadian

pharmacy would pay $74—saving $391 a
year.

Refer to Appendix A for a detailed
breakdown of the average cost of these
piescription drugs in all of the states and
major metropolitan areas surveyed.
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