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MINUTES OF THE MEETING 

HUMAN SERVICES AND AGING COMMITTEE 
MONTANA STATE 

HOUSE OF REPRESENTATIVES 

March 6, 1985 

The meeting of the Human Services and Aging Committee was 
called to order by Chairperson Nancy Keenan on March 6, 
1985 at 3:15 p.m. in Room 312-2 of the State Capitol. 

ROLL CALL: All menmers were present with the exception of 
Representative Bradley who was excused by the Chair. 

HOUSE BILL NO. 757: Hearing commenced on House Bill No. 
757. Representative Stella Jean Hansen, District #57, 
sponsor of the bill stated that an act establishing a 
health care cost containment board allocated to the Depart­
ment of Administration; providing for funding through an 
appropriation; and providing an effective date was needed. 
Mrs. Hansen also indicated that a seven member board will 
be set up by the Governor. Amendments were also provided 
by Representative Hansen. 

Proponent Wade Wilkison, representing LISCA supplied a 
fact sheet, Exhibit 1, which contained several questions 
and answers in support of this legislation. Mr. Wilkison 
also stated that in the amended form, House Bill No. 757 
provides the state of Montana a virtually cost-free way 
of reducing hospital health cost increases. It also 
provides an alternative to the continuous history in 
Montana of studying the crisis of health care costs. This 
bill gives a specific proven method of cost containment 
in an area where cost increases threaten the ability of 
Montanans as individuals or as a society, to pay these 
increases. This bill can keep people on fixed incomes 
from being unable to receive proper medical care. Norma 
Keil, representing the North Central Area Agency on 
Aging supplied Exhibits 2. Ms. Keil stated that the con­
census from the many senior citizens was that continment 
of the cost of health care would be their number one prio­
rity because rising health care costs affect everyone, 
young and old allke. Over the past twenty years, national 
health expenditures have increased 700%. Keil also sup­
plied a joint legislative resolution regarding House Bill 
757. Tom Ryan, representing the Senior Citizens Associa­
tion stated that seniors' can't cope with the rising cost 
of health care. William Leary, representing the Montana 
Hospital Association supplied Exhibit 3. Mr. Leary said 
that the Association represents 57 general hospitals 
in the State of Montana and their 28 attached nursing homes 
and that they are opposed to this legislation. The so­
called hospital cost containment proposal as it is a 
pure rate control commission proposal is not valid. 
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Governor Schwinden, by accepting a recommendation of the 
State Health Coordinating Council, has appointed a Gover­
nor's Council on Health Care Cost Containment. I am sure 
you are all aware of this council. The avowed purpose 
of the council is to work together in a rational and non­
pressure situation to investigate all the elements of the 
rising health care costs. This will include hospitals, 
nursing homes, physicians, third party payers, business, 
labor, and all other elements that go into this extremely 
complex, and in many respects confusing issue. That council 
has already had its first meeting and over the next 18 
months will have several more meetings to fully explore the 
issues in depth. The public - providers and consumers alike -
will be asked to testify before that council. It lis far 
better to allow that council time to develop rational 
recommendations for Governor Schwinden's use in addressing 
solutions to the major problems in the Montana health care 
system. Mr. Leary also supplied the ranking hospital 
expenditures, adjusted per admission for 1983, a medicare 
costs per patient chart and a newspaper article entitled 
Montana: cheap place to be sick. Signe Sedlacek, represent­
ing the Montana Hospitals Rate Review System Board of Direc­
tors supplied Exhibit 4. Ms. Sedlecek said that the Montana 
Hospitals Rate Review System is a non profit, voluntary 
organization established in 1970 to demonstrate that 
Montana's hospitals could and would impose self-restric-
tions on themselves which would result in the lowest pos­
sible rates for their services. That hospitals would volun­
tarily permit an "outside" agency to examine, evaluate, and 
pass judgment on their rate structures appears to be proof 
of their sincerity. That Montana ranks 46th in the nation 
in charges per admission appears to demonstrate their 
effectiveness. Chad Smith, representing the Montana Hos­
pital Association as their attorney said that costs in 
Montana hospitals are the lowest in the nation and that 
this legislation is not feasible. Rose Skoog, representing 
the Montana Health Care Association supplied Exhibit 5. 
Ms. Skoog said that there are problems we should be working 
on relating to the financing of long term care. The solutions 
are in the area of better medicare coverage for such ser­
vices, incentives to insurance companies to offer compre­
hensive long term care insurance, incentives to elderly 
to encourage the purchase of long term care insurance, and 
educating people generally about the need to provide for 
the situation when chronic illness makes long term care 
services necessary. Molly Monro, representing the Montana 
Association of Homes for the Aging supplied Exhibit 6. 
Ms. Monro said that it would be.impossible for this group 
of unprofessional people to review the operations of a 
facility and be able to set their rates. Representative 
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Ben Cohen supplied Exhibits 7 which consisted of letter of 
opposition and petitions in opposition to House Bill No. 
757. Representative Wallin said that there was no mention 
of doctors costs in this bill and he stated his opposition. 

There were no further proponents and opponents present. 
Representative Hansen was then excused by the Chair. 

There being no further discussion on House Bill No. 757, 
the hearing was closed. 

HOUSE JOINT RESOLUTION NO. 23: Hearing commenced on House 
Joint Resolution No. 23. Representative Hansen, District 
#57, sponsor of the bill said that a joint resolution of 
the Senate and the House of Representatives of the State 
of Montana congratulating the Camp Fire Organization on its 
75th birthday was needed. 

Proponent Jane Morgan, representing Camp Fire Organization 
supplied Exhibit 8 which stated that the goal of the Camp 
Fire is to provide opportunities for youth to realize their 
potential and to function effectively as caring, self­
directed individuals responsible to themselves and others. 

There were no further proponents and opponents present. 
Representative Hansen was then excused by the Chair. 

There being no further discussion on House JoihtResolution 
No. 23, the hearing was closed. 

HOUSE JOINT RESOLUTION NO. 22: Hearing commenced on House 
Joint Resolution No. 22. Representative Raney, District 
#82, sponsor of the bill stated that a joint resolution 
of the Senate and House of Representatives of the State 
of Montana requesting an interim study of alcohol regulation 
and youths was needed. 

Proponent Mike Males of Livingston stated that the law had 
changed three times since 1970. Raising the drinking age 
to 21 will be "a mess." Punitive law has no effect on 
teenagers. Mr. Males also said that there were three 
approaches - 1) transition; 2) being able to socialize 
with adults and 3) merit system. See Exhibit 9. 

Opponent Jim Manion, representing the Montana Automobile 
Association supplied Exhibit 10. Mr. Manion said that the 
problem of teenage drinking was "studied to death" and 
that AAA recognizes that education and rehabilitation are 
not the total answer to the DWI problem. There are no 
panaceas for eliminating the drunken driver. AAA also 
supports reasonable deterrence measures, and for the 
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reasons enumerated supports the minimum drinking age of 
21. Jerry Loendorf, representing the Montana Medical 
Association also stated his opposition to this bill. Mr. 
Loendorf said that passage of the proposed Senate bills 
regarding this same subject should be accomplised first. 

There were no further proponents and opponents present. 
Representative Raney was then excused by the Chair. 

There being no further discussion on House Joint Resolu­
tion No. 22, the hearing was closed. 

SENATE BILL NO. 16: Hearing commenced on Senate Bill No. 
16. Mr. Jim Lehr, an attorney for the Legislative Council 
introduced the bill for Senator Kolstad. Lehr said that 
an act to generally revise and clarify laws relating to 
health, social services, and transportation was needed. 

There were no proponents and opponents present. Senator 
Kolstad being represented by Mr. Lehr was then excused 
by the Chair. 

There being no further discussion on Senate Bill No. 16, 
the hearing was closed. 

SENATE BILL NO. 103: Hearing commenced on Senate Bill No. 
103. Senator Jacobson, District #36, sponsor of the bill 
said that an act revising the laws relating to disability 
insurance by including licensed social workers in the 
provisions regarding freedom of choice of practitioners 
and coverage for mental illness, alcoholism, and drug 
addiction was needed. Jacobson stated that the social 
workers were qualified and should be allowed reimbursement 
from insurance coverage. 

Proponent Cal Winslow, representative of district 89 stated 
that 40% of the health care being treated by social workers 
was done in the outlaying areas where mental health centers 
were not located. Sharon Hanson, representing the National 
Association of Social Workers supplied Exhibit 11 which 
was a fact sheet on the cost effectiveness of licensed 
social work services. This fact sheet contained the effect 
on utilization of medical services and the effects on the 
cost of psychotherapy plus eight questions and answers 
regarding the inclusion of social workers in the insurance 
codes of Montana. Andre Deligdisch, a social worker from 
Great Falls stated that some insurance companies will pay 
and some insurance companies will not pay for psycho­
therapy. Gail Kline, representing the Women's Lobbyist 
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Fund stated that the freedom of choice, the economics of 
social workers as a less expensive alternative for therapy 
and the quality of services which would consist of the 
educational requirements would aid clients in receiving more 
choices for excellent mental health services that will be 
covered by insurance. Exhibit 12 was presented by Ms. 
Kline. 

Opponents included John Alke of the Montana Physician's 
Service. Mr. Alke supplied Exhibit 13. Alke supplied tes­
timony as to the effects of social worker legislation in 
Utah. Bill Jensen representing Blue Cross of Montana in 
Great Falls supplied Exhibit 14 which consisted of an article 
on the hidden dangers in mandatory health care benefit 
laws. Also provided was the NAIX policy on evaluating 
mandates; a list of the Montana Board of Examiners social 
workers, newspaper articles and legislation from New 
York. 

There were no further proponents and opponents present. 
Senator Jacobson was then excused by the Chair. 

Representative Waldron questioned as to whether hospital fees 
are out of control. Representative Wallin questioned the 
educational background of social workers. Representative 
Gilbert asked if this was a mandatory or a by choice bill 
with regards to insurance coverage. Representative Darko 
asked how many psychotherapists and psychyistrists there 
were in the state. Representative Bergene asked if the 
freedom of choice had been offered. Representative Keenan 
asked Mr. Jensen of Blue Cross if the list he had provided 
for the committee was complete with respect to the number 
of social workers in Montana. 

There being no further discussion on Senate Bill No. 103, 
the hearing was closed. 

SENATE BILL NO. 19: Hearing commenced on Senate Bill No. 
19. Senator Lynch, District #34, sponsor of the bill said 
that an act establishing and funding a child abuse preven­
tion program, granting rulemaking authority, requiring 
mandatory fines for certain offenses against children was 
needed. Senator Lynch also supplied amendments proposed 
for this bill. 

Proponent JoAnn Peterson, representing the Montana Educa­
tional Association and Gloria Sprague, representing the 
Montana Junior League stated their support. Cindy Garth­
waite, representing Parents Anonymous was formerly a 
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child who had been abused and urged the committee to con­
sider this bill seriously because "children should not have 
to wait any longer." Bill Thomas, representing the 
CTF Steering Committee indicated his support. Terry Alpert, 
a former incest victim and former child abuser told of her 
experiences in her rehabilitation. Jerry Loendorf, rep­
resenting the Montana Hospital Association stated that 
a definite funding source would be available. Marty 
Adrion, a member of the Task Force on Abuse stated that 
a fee from marriage license sales would not be feasible 
but that a surcharge on the sale of certified copies of 
birth certificates. William E. Leary, representing the 
Montana Hospital Association indicated his support as did 
Bailey Mullin. Gail Kline, representing the Women's Lobby­
ist Fund said that our children and grandchildren deserve 
our support. Exhibit 15 was supplied by Ms. Kline. Tina 
Sunino stated that her husband had abused their child and 
as a consequence the child had been placed in foster care. 
Through counseling Ms. Sunino and her husband now attend 
Parents Anonymous. Judith Carlson, representing the Associa­
tion of Health Departments indicated her support of this 
legislation. Torn Druger of the MRCCA indicated his support 
as did Andre Deligdisch of Great Falls. Linda Walrath, 
a welfare worker indicated her support of this legislation. 
John Madsen, representing the Montana Department of Social 
and Rehabilitation Services stated that the Department 
can only supply a minimal amount of after care. 

There were no further proponents and opponents present. 
Representative Lynch was then excused by the Chair. 

Questions from the Committee were then called for. Rep­
resentative Waldron asked what type of preventive activities 
were available. Representative Hansen asked if the money 
went to SRS, how would it be funded. Representative Keenan 
then explained to Representative Hansen the funding from 
the reading of the bill. Representative Bergene questioned 
the use of a board of directors. Representative Simon 
questioned day care centers. 

There being no further discussion on Senate Bill No. 19, 
the hearing was closed. 

EXECUTIVE SESSION 

ACTION ON HOUSE JOINT RESOLUTION NO. 23: Representative 
Gould made a motion which was seconded by Representative 
Darko to do pass on House Joint·Resolution No. 23. A vote 
was taken and unanimously passed by Committee. House 
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Joint Resolution was voted DO PASS. 

ACTION ON HOUSE JOINT RESOLUTION NO. 22: Representative 
Gould made a motion which was seconded by Representative 
Darko to do pass on House Joint Resolutl0n No. 22. A vote 
was taken and all Committee members voted yes with the 
exception of Representative Wallin voting no. House Joint 
Resolution was voted DO PASS. 

ACTION ON SENATE BILL NO. 16: Representative Gould made 
a motion which was seconded by Representative Hansen 
to do pass on Senate Bill No. 16. A vote was taken and 
unanimously passed by Committee. Senate Bill No. 16 was 
voted to BE CONCURRED IN. 

ADJOURN: There being no further business before the 
Committee, the meeting was adjourned at 7:20 p.m. 
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0. 1-l!I;\.T IS TfTF OJn(~IN OF rm 7577 

EXHIBIT 1 
March 6, 1985 

\"ii1c1e iJi U:ison 
LISCA 

1\. Specifically, the ('or:cept errbodiecl in En 757 \/(,lS considerecl 
by the 1984 session of r~gacy Legislature and was ranked 
fourth, or Clr.10nq the }1 iq110st of s('nior citizen priori ties, hy 
Leqacy Leqislature. r:ore neneri'llly, as will he discussed 
below, tlH~ concept and model has heen implemented in other 
states and has a proven ability to reduce annual health care 
cost increases as qenerated hy haspi tals by an average of (,,?,. 

(l. \JI~Y DID LEG.1\CY LEGISLATURE .l\VD OTHER SENIOr CITIZF.N 
ORGANIZATIon:; Fr:CO~1E INVOLVED Hl THIS ISSUE? 

A. There is a crisis in ~merica---the crisis of increases in 
health care costs. As a society we-have prided ourselves 1n 
developing technological chanqes in the health care realm 
tl1at have c;reatly expanded our ahili"U.es to preserve the 
nuality of life and to ext~nd life dramatically, and to 
offer that technology to all our people. The monolit_h of the 
health care industry which l;as emerqed from this intense 
expenditure of care, research, and application of technology 
has hecome powerful and expensive. There has heen almost an 
exponential increase in the cost of healtll care, an increase 
that threatens l)to deny health care to those who cannot 
afford it" themselves, (,nd::> )to hankrupt the priv?1t~ 

husinesses (uld state RqcnciEcs ,":hich att.ernpt. to insure tr1cir 
enployees,(lnci :1 )to drive up ro unreasonable levols our sL.tE' 
anrl federal taxes to ~av for lhose state anrl fe~eri'J.l 
pro<lrar:ls l-~·c;nonsil~le for J)rcvidino l1ealt11 care to t.110se 
vJitl\out otller l'ealth insuTC.1nc(' coverage. necause 02: t11e 
crisis in hei1lth CClre costs, f'fJr1C "tors have alreRrJY !'een 

implementecl, for (-~xar:lpJ.e T)?G (diaC]nostic relRi:ed qroup) 
prospective T~~lyr1ent mecl1anim\~:', but r;RCs represent. an eClrly 
and incomplc>te ;:ms\.;er to the 11eal tll care cost cri"SIs. \1e 
must do more, a nel ER 7 r.."7 offCrs a clear-;; nd rlemonst.rCl tl'd V'1Y ---- -- --- -- ---to more. 

n. ArE TrIER], 1\~)Y CIlANCf'f' 'J11l\r;' S'lOLJLO Ef: nADE TtT 1m 757 "EFOPP' 
PASSAGE FROlv1 THT S cm·1r' ITTEE? 

fe,. Yes. At.tacrlc'" t.n this filet sheet ,)re sinni ficant. ChanClQS in 
how the liospi tal ;1eal th costs containrlent "board shoul(~ 
he funded and it.s ac1lT'.inistrat.ive focus. First, tlle 
l:oar<l sh~l1i.cl 1:e priPl.arily o;elf-funded, based on <:'\ 

slidina-scClle fCQ sC:-lecillle nai0. l,y l10ntana I s hospi ta is. 
Scconrl, \,e 41Z1Vf' ar;plp E"Ji(lcr ct' or the :,llCC(',;S of this SOit 
of bO<1 rc1 1 n ot11er stutes \vhell -f0Cllser. on tlosri tol C(l re 
r:'ost. contClinrllf'nt, l-'ut the <'v'idic'flCC' r·,eCOlj1C~:; lef;s cleClr \flien 
ntner l1eCllt"h (1ccncif's"lre inc1.wl(:rl. 'T'11crt"fore only t-l,c~ 

clearly dOC\lIT1l~nted success focus of },o c;pitCll care cosU~ 
can t a it', 1".1 e n t ~) 11 0 U 1 (1. be inc 1 t1 (J t ~ (i • 

r,.'. HP./\'T' AI<C 'lIT ~UPPP;'T' AI:rr:rt:!\TIVr.:; .,.'(' !'G 7S7'? 
)\. 1'liPre clre sf.'vernl: 1 )\ve can cont inlH:' to (10 nnthing, and 1,C1VC' 

11eait_h care ("()st~, c()ntin~t\ (;:;:·,};lp t1H3 ''leac~(~r savinc[o (if our 



senior citizens and others or fixed incomes---over the past 
five years, nnnual health cnre costs have averaged a lGS 
increase, and Rn% of people over the age of G5 have ~t least 
one chronic health con~ition requiring at lenst medication; 

2) we can pretend to (10 somethinrr, which 1S perhaps worse, by 
C'O"I1tinuIng to stUdytrH~ r>roblem rather than attempt inn to 
take specifIC' steps to beqin to control tll(~ problem---since 
we know.that this approach workS, w}w delav-implementinn it? 

3)rllen Aekman, on behalf of the National Conference of 
St"te Legislatures, has synthesized a 31 page comp"rison of 
what states are attemr>ting to do in the realm of health care 
cost containment(State Efforts at Health Care Cost 
Conta inment_, September, 1984) • The many other j(1ea5 
on health care cost containmfnt included in this study merit 
study, but the fact that there are additional ways to 
contain healt:i=l care cost ior.reases-In other parts Of the 
health provision --SYStemshotlld not beused as an excuse to 
delay implementing t1,e proven ~cITicmeasures in HB 7~7; 

4)opnonents \.,rill cite R volunt_ary hospital hoard 
already in exIStence--in ~~ontanR as their c1esirer1 
alternative, but that voluntary mechanism:-l)c10es not inclu(le 
all hosnitalS-nrecisely he("'a~lse it is voluntary;?,)c.lnnot 
enforce cei 1 inqs on 11ea 1 th ~are r.ost s, again hecall se it is 
voluntary;3)is used primarllY as a platform for More 
effective comlllunicat_ions a:C1C'nq the stClte I s hospitals rather 
tl,an the cost containrr,ent concert em1)odied in nn -;r)7. 
Opponents night furthe>r Clrque that. the cost of this 110spitai 
rate 1~oard---$300, roo over the perio() 19Ph-10r:7---i f 
paid hy t1,e 110spitals will he incluc1e(; in t_he cost of llealth 
care, an(l this \'Jould represent an tmnecessury C()~;t increo;,e>. 
The contrast, 11owever, 1~et\Jee:1 S30(), noo ,mcl the much wore 
extensive cost savings that could he created through the 
hospi tal costs containment l'oarr. Tnnke this i1n easy c1lOice. 

n. SPECIFICTlILY, \lEAT O'1'TTER S'T'NI':S Ant:: PSIl'\- TEi .l\.PPEOl\CE 
nmODIF.D ItT fin 7S7 l\Nr: OfIAT ~s 'T'F~ PROVEr: fUCCF:SS F'l\CTOR? 

A. 11 States have mandCl tory ho:~pi tell ra to set~ tins board s 
already in place: Connecticut*; Flori0a~ ~aine*: ~aryli1nd*: 

tl() s sachuset t s * ; ~·:e\V Je rsey* ; [·10"" York * ; Rhode I s in nc1 i 

Unsllinclton; \If'st Viroir:ia; ilnd \iisconsin. r:'he six st()tes 
with astcri~:;ks inclu(le ·'a11 y;ayors under the ratE' settinn 
hoard, as proposed in Uj 7S7. The Ril-ravors-included 
feature pr~;vents hospi tn 1s -from -;:;hi (tTnq costs from DutJlic­
[',IV SOl1rcps to pr i vC1te payors, ('r indi v i(1uars;- ancl sc~ 
actually creates a ceilinq 'In health care costs rather than 
simple transfer of costs freT" the puhlic sector to the 
individual ,·,ho is not covpre>d l~y larqe corporate or stnte or 
federal ]le<'11 th insuranre. Connecticut fully imnlements this 
all-payors-inciuc1ed feature {n 19fH; and so its current cost. 
cont<linment history does not include this important element. 



The five comparable states---Maine, Maryland, 
Massachusetts, New Jersey, an~ New York---over a five year 
period (1979-1983) experienced hospital h0alth care cost 
increases ranqing from 7% to 13%, for an average of about 
10% increase per year. In contrast, in states without a 
hospital health care cost board, cost increases were 
dramnticall y higher; natiomilly over the same period annual 
health care cost increases were 16~. 

0.. IN SUr-1r-1A'RY, HW\T DOES fiR 757 OFFER? 
A. In the amended form \,ole recommend, fIB 757 provic1es the st<lte 

of r·1ontana n virtually cost-free way of reducing hospital. 
health cost Increases. U8 757 provides an <llternative to the 
continuous llistory in Montana of studying the crisis of 
heal th care costs---pushinq off into the inclefini te future 
any concrete action---and in~tead offers you the opportunity 
to begin to bring this crisis under control. rm 757 gives 
you a specific, proven method of cost. contuinment in an area 
where cost: increases thn'aten --ule abil i ty of us---as 
individuals or as a societ_y---to pay for these increases. ~m 
757 can keep people on fixed incomes from heinq unahle to 
receive prc;per ;nedical~. 

RELEVANT HEALTF CARE COST FACTS 
OVER $1 [II LLIONAl'AY IS 8EIUG SPEnT IN Tf~E US 01" BFALTH 

CARE. 

0\11"':-: 7!1F n}\:-·'l' :C YE:I\RS, ~11\rrIOFl\L HEALTH E)'PENDI1'URFS Hi\ VI': 
nICl:E.z\~J:n ·7n09;. 

r.XPENDITUPF~ 

\:mE~: '.d:: 
FOR ilEJ\LTH]'I W·: PRO,Tl~CTF.!I '1'0 I'OTlBLE BY 1090, 

HFAL'1'I1 \iILL BE SPI~lmn;G :'7 PILLION A DJIS FOR 
C,l\RE. 

llr:l\.LTH CT,RF P~ICES P]'I.Vr: PEEN rnSHTG T\lICE AS FI\ST AS1\LL 
0THSF PRICF.S H' Tm~ rC01'm!'1Y. 

CONTRARV TO ~()"T1Ll\B n!\LIf:F, Gr.O~l'1'FT PT THE OLDER POPl1Ll\'T'IotJ 
111'>.S LIr:''T'L!: '}'O P() 1,1ITFI T'tr ESCALATIOH 11:' PEALTII C0~rrS. 

HOSPITAL PPICF.S III PA'RTICULl\R HAVE SO]\RT:T. THESE S()I~nH!G 

flOSPIrrAL COSTS APE 'T'HE r·~l\In DRIVIPG fOP.CF rmnnm THF. 
flEAL'T'q COST CHISIS. 

OF t:ONFY I:; SPI~NT 0 1"'r , I nOSPT"'AL 
crlRE, • so I1O:~~PIT.,\L C(\STf~ t\P.E Trw ~']\n' CAUSf': OF 
~·H,:nICARI·:'S PRorLn:~;: pv 19')0 ~'1F.l'TCr,m<:'s ~l/\IlT TlmST Fm1!; 
JS 1":yrf.CTF1) TO BE FXHl\US'T'FD, ANf1 PV 1996 t<EDICAPE VILJ, 
FJ\CF JI ';'l'AGCP.RHJG f'V,FTCI'T' 0F 1fl,\,1\P.I,Y S3nn BILLIon. 

CHRYSLER CSTH1ATFS THAT ffEl\I.'1'I! rtTstJRANCr. CC:STS FOR IT:; 
1,','OplT'HS !\rms ~Gn() TO TIlE pnICr. OF FACH rnm CI\R IT r'Il\Kp.s. 

HOSPIT1\L COS'T' UICREASFS 'rHUSLY TfWEATEtT 'l'HE r·iAINTf.t'1.l\NCr. OF 
80T!] POflLIC (r·we IeARE) ,linn flJHVNTP FEJ\LTH Inmpl\NCE 
PROC );/\1-1S • 
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TESTIMONY FOR H.B. 757 

EXHIBIT 2 
March 6, 1985 

Madame Chairman, and mpmbers of the Human Services Committee. 

I am Norma Keil, Conrad, Legislative District #10. I was elected 

by Senior Citizens of the North Central Area Agency on Aging to 

represent them on the Third Legacy Legislature which was hpld in 

September 1984. During the campaign for that office, issue for-

urns were conducted throughout the area. The concensus from the 

many senior citizens in attendance was that containment of the 

r.ost of health care· would be their #1 priority because rising 

health care costs affect everyone, young and old alike. We 

all have a stake in controlling the spiralling health care costs. 

1. Workers ·and thej.r dependents have a stake because of 

the cutbacks they face in their health insurance pro-

tection. 

2. Consumers have a stake because soaring costs are re-

fleeted in the rising prices of goods and services. 

3. Older Americans have a stake because medicare is in 

deep financial trouble and because increasingly older 

persons are less able to afford the cost of essential 

medical goods and services. 

During the past decade, health care costs have been skyrocketing 
/ 

at more than double the general inflation rate. Over the past 

twenty years, national health expenditures have increased 700%. 

If this trend is not curbed, the expenditures are expected to 

more than double by 1990. 

The health care costs are not just threatening medicare but also 

jeopardizing private health insurance plans. Most businesses 

purchase private health insurance coverage for their workers and 

their dependents. The costs of private health insurance have 
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already resulted in cutbacks in many worker's insurance protection. 

On the average, American companies Rnnually pay over $1000. for 

each employee for health insurance protection. 

Thus, these costs mean that many businesses must demand higher 

prices for the goods and services they sell to consumers. Chrysler 

estimated that the health insurance bill for its workers is adding 

$600.00 to the price of every car it manufactures. 

Recognizing the seriousness of the situation as it relates to' 

Montana, a Statewide Health Coordinating Conference was held in 

.s, 1983. That conference addressed the many health care 

problems facing Montana. The outcome of the conference was a 

set of specific, practical and measurable action plans. II 7 
~~i _I 

• Jan~~L2h 1982" .... Governor Schwinden announctttthe cre-

ation of a Health Care Cost Containment Council. Quoting from 

his news releas~, "The Council is charged with finding ways to 

reduce the rate of growth". Quoting further from that press re-

lease, "Montana spent a total 906.3 million dollars in 1983, a 

9.7% increase over 1982". 

The Governor is to be commended for his action. 20 1 •• 

... Iii 3 7 2J t P a@ suel Ie a ~ ;11 ' La ! 

, ! I} 7 £ • 

• j T j , 1 1 " 2 5 & 2 aLI ? 

'id I ; '1(36 -r;:e legislature "~opportuni ty to follow the 

recommendations from the above mentioned action plan of the State-

wide Health Coordinating Council to be initiated "as soon as 

possible and involve the legislature, the governor and other appro-

priate persons". Refer to (Article 3 of Summary of Consumers Plan) 

page'3 of Executive Summary of S.H.C.C. 
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Your serious consideration ...... · .. ., ... £l1li1 .£~=tIII?._-i?~ •• F will play an 

important role in solving some of the problems of rising health 

care costs, as well as giving strength to the Governor's Council. 

, 

I 



and 

JOINT LEGISLATIVE RESOLUTION 
REGARDING HOUSE BILL 757 

AN ACT TO ESTABLISH A HEALTH CARE COST 
CONTAINMENT BOARD 

WHEREAS, Americans are incurring health costs of $1 billion a day; 

WH EREAS, Montanans spent nearly $1 billion in 1983 for health care, 

representing nearly a ten percent increase from 1982; and 

WH ER EAS, health care consumes a significant and growing portion of 

government expenditures; and 

WHEREAS, controlling rising health care costs has been identified as a 

major concern of the Legacy Legislature and Montana1s senior citizens; and 

WHEREAS, Montanans are increasingly concerned about rising health 

care ·costs and the affordability of quality health care. 

WHEREAS, there is a need to develop a partnership among health care 

consumers, providers and public agencies in order to contain health care 

costs. ~ 
NOW, THEREFORE, BE IT RESOLVED by the 49th Montana Legislature 

that the Governor1s Health Care Cost Containment Council recommend changes 

in public policies to the 50th Legislature that will reduce the rate of growth 

in Montana health care costs. 



I 

Statewide Health Coordinating Council 
1983 Governor's Conference 

Health Care: The Critical Balance 

EXECUTIVE SUMMARY 

by 
Counseling and Education Development Service, Inc. 

March 1, 1984 



The 1983 Governor's Conference on Health Care was designed to 
pr'odll((, specific action plnns that address the health care 
problems facing Montana. The Statewide Health Coordinating 
Council (SHCC) initiated the conference and contracted with 
Counseling and Education Development Service, Inc. (CEDS) to plan 
and organize the conference in cooperation with a SHCC 
subcommittee and staff. 

The conference process allowed Montana citizens, including 
representatives from health care consumers, health care 
.providers, private business and government, to participate. The 
outcome of the conference was a set of specific, practical and 
measurable action plans. 

The Conference was held on November 2 and 3, 1983 in Helena. 74 
representatives paiticipated. The results of the Conference are 
summarized below. 

Classification of Health Care Problems 

To ensure the manageability of the Co~ference discussions, health 
care problems were categorized into three types: 

1. The costs of health care; 

2. The quality of health care; and 

3. The accessibility of health care. 

However, participants were briefed on the interrelationships of 
these problems. They were also given a staff-prepared list of 
current important health care problems in Montana and the 
opportunity to add to the list as they saw fit. These problems 
were used as stimuli to develop action plans. 

Conference Process 

Conference staff divided participants into four discussion 
groups, each with a mixture of persons from the consumer, 
prQvider, business and government communities. Each group's task 
was to develop prioritized actions it could take to address 
health care problems in Montana. 

GROUP 1: What "Business" can do; 

GROUP 2: What "Consumers" can do; 

GROUP 3: What "Health Care Providers" can do; 

GROUP 4: What "Government" can do. 

Groups "brainstormed" action ideas, prioritized them and then 
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developed action plans for the top priority ideas. 
illlilldl'd tl]('following spC'cifir information: 

1. What, exactly, the action is. 

Actions 

2. Who will take the action (a lead group was to be named). 

3. When tho aClion should begin. 

Summary of Recommended Action Plans 

Though the conference participants addressed costs, quality and 
access to care, the clear overriding concern was the escalating 
cost of health care. All groups saw that health care costs have 
a major impact on the quality and accessibility of health care 
for Montanans. The necessity of preserving quality and 
accessibility while controlling health care costs was usually the 
context in which quality and accessibility were discussed. 

High priority action plans tended to fall into six major areas: 

1. Prevention/education (Eight Action Plans) 

2. Planning and legislation (Seven Action Plans) 

J. AllerllaliVl' IwalLh care deJiVL,ty sysLems (Seven Action 
Plans) 

4. Transportation in rural areas (Three Action Plans) 

5. Public funding of health care (Three Action Plans) 

6. Health care utilization controls (Two Action Plans) 

Th('se thirty action plans 
pLans, due to duplications 
groups were maintained. 

are summarized 
within groups. 

Summary of Business' Action Plans 

into twenty 
Duplications 

action 
between 

1. A Statewide coalition of business, government, unions, the 
University system, and special interest consumer groups 
should be formed. It should facilitate the control of 
health care costs through employee wellness programs, 
Illlt'lllivl':;. lil'dilit l.tl(' 10:;1 \'dlildlioll, 11;1/,;1111 ('f)lllrol:: ;lIld 

utilization controls. This action plan is to be 
implemented within 1984, but no lead organization was 
designaled. 

- 2 -



The Insurance Commission, in a new and expanded role, 
::lIould prolllolt' implt'IIII'II\;llion of :tlt('[n;ltiv(' hc',dlh 

insurance structures, such as self-insurance, cost-sharing 
;t 11 din C l' n l i v l'S [ 0 r wei 1 n e s s • Til is w 0 u I d bee nab led h y 
legislaLive changes and should occur over the next olle and 
one-half years. The Insurance Commission should take the 
lead, and the public, especially labor leaders, should 
participate. 

3. The Departments of Transportation and Commerce, involving 
appropriate State and local agencies and businesses, should 
initiate a plan for health care-related transportation in 
Montana. This should occur in FY· 1984. 

4. Business should increase involvement in the "Certificate of 
Need" (CON)' review process. There should be a more 
thorough study and disclosure of the total financial impact 
of a CON request on health care costs in all segments of a 
community. The Montana Department of Health and 
Environmental Sciences (MDHES), the lead agency, should 
take action during 1984. 

SUllImary or Cunsulllcrs' AcLion Plans 

1. The SHCC should promote the establishment of "HMO-type" 
health plans in Montana in 1984-85. Cost-sharing, 
incentives, and cooperatives for health care should be 
considered. Educating consumers, including Medicare and 
Medicaid populations, in home care and health is another 
issue that should be addressed in this effort. 

2. A task force of consumers and providers should promote a 
more aggressive' and cost-efficient health "case management" 
system. Special consideration should be given to home 
health care and outpatient services. The Montana Public 

'/ Health Association and representatives from the insurance 
industry should initiate action in this area in 1984. 

3. Participation by consumers in the Health Systems Agency 
process should be strengthened through policy changes and 
public education. This should give consumers more power in 
r,ON dC'("isions. Th(' St:lt(' Board of 1I(,31th's role i.n the CON 
process should also be criLically examined. The SHCC 
should initiate action as soon as possible and involve the 
legislature, governor and other appropriate persons. (See 
#4 in Business' Action Plans.) 

4. The SHCC and 
development of 

University System should stimulate tlte 
1) more consumer health education programs 
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for the public and required programs for schoolchildren; 
;)[HI :2) ~1 " III i nor" pro ~', r;1 t11 i n h (';] 1 t h f'd II C :1 t i () n i nth (' M () n Ii 1 n;) 
lJ 1\ i vet s i L Y ~) Y s L e III L u L r <l i 11 ~1 () II L J 1\ U Lea c her sin he a II h 
education. This action should occur in 1984-85. 

Summary of Health Care Provid~rs' Action Plans 

1. The SHCC should initiate action in 1984 to increase the use 
of medical peer review by health care purchasers. 

2. The Montana Emergency Medical Services Association, 
Councils ori Aging, and ambulance services should 
immediately initiate an effort to improve the availability 
and use of health care-related transportation in Montana. 
Consideration of telephone access through a centralized 
directory system (e.g. 911) was recommended as a part of 
this action. (See #3 in Business' Action Plans.) 

') 
) . The SlIr:r: should ('stahl ish an approprjate task force in 1984 

to simplify the application and eligibility process for 
r. 0 v (' r n III (' nth (';1 1 t h pro g r ; 1 m s • 

4. An education program for health care providers should be 
established in 1984 regarding issues in health care costs, 
such as Diagnosis Related Groups (DRG's) and 
cost-shifting. Though no lead organization was designated, 
individual health care providers, State government and the 
legislature were mentioned as appropriate participants in 
this action. 

5. 

I 

7 . 

Beginning in 
legislation, 
unemployed. 

1984, action should be taken, through 
to provide health insurance for 

No lead organization was designated. 

new 
the 

/I. task force should be established immediately to explore 
different health care delivery alternatives. (See #2 in 
(Business' Action Plans). The Department of Social and 
Rehabilitative Services (SRS) was suggested as the lead 
agency, but a host of other agencies, organizations and 
professional societies were recommended as participants in 
the action. 

/I. publ i.c information program on OI{G's and an evaluation of 
their effpcts sho~ld be developed by an appropriate agenry, 
II) h(' :;lIgg(':;1 ('d I)y. til(' slice i 1\ I (lKlf. 

The Governor should appoint a committee in 1984 to 
facilitate the development of discussions on the ethical 
issues of new health technology, its costs and uses. 
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Summary of Government's Action Plans 

1. SRS should take action in 1984 to have the legislature 
fully fund the Medicaid program. 

2. The MDHES should take the lead to increase funding for 
cost-effective, cost-beneficial prevention/education 
programs for health. This action should begin in 1984 and 
be complete by September, 1984. 

J. A greater portion of current State taxes on alcohol and 
tobacco should be used to fund health care programs. The 
Governor should initiate action immediately and prepare 
draft legislation by July 1, 1984. 

4. The Governor should appoint a State government council to 
facilitate the control of State government employees' 
health care costs. This action should begin in January, 
1984. 

5. The MDHES and SRS should 
the cost-effectiveness of 
alternatives. They should 
and be updated annually. 

immediately initiate studies on 
different long-term health care 
be completed by Septembe.r, 1984 

6. The HSA should play an active role in better distributing 
"compatible" physicians to rural areas. The HSA should 
develop draft legislation by September, 1984. 

7. The SHCC should investigate the role of the State Board of 
Health in the CON process and structure communication 
between HSA, MDHES and the Board. This should be 
accomplished by September, 1984. 

';3. The State should build employee incentives for healthy 
lifestyles into its health care program and consider 
wel1ness and employee assistance programs. The State 
Department of Administration should initiate this, but no 
deadline was indicated. 
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EXHIBIT 3 

March 6, 1985 

HOUSE BILL 757 - AN ACT ESTABLISHING A HEALTH CARE COST CONTAINMENT BOARD 

Testimony by: Wil I iam E. Leary, President, Montana Hospital Association 

The Montana Hospital Association, which represents 57 general hospitals in 

the state of Montana and their 28 attached nursing homes, is opposed to House 

Bil I 757 - the so-cal led hospital cost containment proposal - as it is a pure 

rate control commission proposal. 

All the general acute care hospitals in Montana are managed by a local 

hospital board, either elected by the people in a hospital district, appointed 

by county commissioners in the case of county hospitals, or appointed by existing 

boards for the nonprofit community hospitals. Across the Big Sky State we have 

over 550 hospital trustees who serve on a voluntary, nonpaid basis and develop 

the pol icy to guide hospital administration in the 55 Montana communities where 

we have hospitals ranging from the smallest of 6 beds to the largest at 282 beds. 

I assure you that these individuals, your neighbors and community leaders, 

function as a toughminded rate setting board and as trustees, are acutely aware 

of their responsibility to provide, in concert with other health care institutions, 

the best possible health care service at the lowest cost. Since they serve without 

payor remuneration of any kind, from a personal standpoint they have nothing to 

gain by setting rates and charges above the minimal level required to maintain 

appropriate services. 

In addition to the control exerted by local trustees over rates and charges, 

a majority of Montana's hospitals belong to the Montana Hospitals Rate Review 

System, a voluntary organization, originally establ ished by the Montana Hospital 

Association but which has been independent of the Montana Hospital Association 

since 1969. This move was taken to assure the publ ic that an independent, al though 

voluntary, organization does have a significant role in helping to contain the 

increases of hospital costs. 

Certainly Montana's senior citizens and the members of the American Association 

of Retired Persons want to contain health care costs - as do all of us who work 

in the industry. We - the responsible hospital executives, physicians, nurses, 

trustees - are continually working towards health care cost containment. Later 

this spring I will be reporting to the Governor1s Council on Health Care Cost 

Containment in detail on the efforts Montdna hospitals have been making in this area. 
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However, I call your attention to the fact that House Bill 757 will regulate 

only hospitals and nursing homes, the two components of the health care system 

for which there is already a fixed and regulated reimbursement for services to 

the elderly - hospitals under the Medicare DRG system and nursing homes under 

the Medicaid negotiated reimbursement system. 

All hospitals take Medicare assignment and accept in ful I, payment of a 

fixed fee regardless of the cost or charges incurred by the patient. Yes, we 

still have Medicar.e discounts, which is the amount of money that is charged off 

of revenue, but that too is holding the I ine. For example, in 1983 the deductions 

from revenue for Medicare discounts was some $31,564,605, a 43.3 percent increase 

of 1983 over 1982. In 1984 we stil I have $31,859,446 as Medicare discounts but 

the percentage of increase ot 1984 over 1983 is significantly lower, demonstrating 

the impact of DRGs. Yes, the Medicare recipient stil I has to pay $400 deductible 

and the co-insurance factors starting on the 61st day as dictated by federal law. 

But, the significance of the decrease in percentage of increase of Medicare 

discounts is that the nationally imposed prospective payment system is working 

and if it is allowed to continue without tinkering, Montana hospitals should 

continue to receive adequate reimbursement to assure the elderly that they will , 

receive qual ity care at a reasonable cost. 

The nationwide trend of decreasing admissions to hospitals has put the 

hospital industry in a depressed situation. In 1984 Montana hospitals experienced 

about 119,077 admissions, nearly a 6 percent decrease from 1983. The decl ining 

admissions as weI I as an average length of stay of 5.19 days has put some of our 

Montana hospitals in a precarious financial position. They are coping, however, 

by implementing more effective group purchasing programs, freezes on hiring, as 

well as lay-off of personnel, generally through attrition, and a general limit 

on salary increases to all personnel from the top administration to housekeepers 

and food servers - belt tightening in its truest form. 

A necessary prel iminary to any discussion of increased regulation of the 

hospital industry in Montana is an examination of the present status of that 

industry and whether there is a need for such additional regulation. 

Let1s look at the facts. At the present time in the United States there are 

11 states which have establ ished governmental mandatory hospital rate control 

commissions. In all instances, Montana hospitals compare favorably with 

hospitals in those states where rate control bureaucracies are in place. 
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, Let's look at hospital expenses, admissions and patient days in Montana and the 

rate control states. Attachment I to this paper shows hospital expenditures on 

a per admission basis in 1983 in the 50 states plus the District of Columbia. 

The 11 rate commission states are outl ined in brackets and Montana is starred. 

Note that Montana at $2,389 per admission ranks 45th in the country, which was 

far lower than any of the rate commission states. Attachment I I shows the 

average length of stay in each of the 50 states plus the District of Columbia. 

You wil I note that generally the states in the Northeast, New York, Massachusetts, 

Pennsylvania, New Jersey, Rhode Island, all exceed 8 days as an average length 

of stay, while the states in the West, and in particular the Rocky Mountain area, 

are generally below 6 days. In this category, Montana ranks 47th in the nation 

with 5.4 days average length of stay. It might interest you to know that the 

1984 data for Montana hospitals shows our average length of stay dropping to 

5.19 days and our total admissions dropping another 6 percent to 119,077. If 

any person says that Montana hospitals are not efficient and productive, I would 

challenge them just on these "turnover" statistics. 

Chart I I I shows the hospital expenditures on a per capita basis for 1903 

compared to the per capita for 1982. You will note that the 1982 per capita 

for Montana was $329 and for 19b3 had increased to $374. In terms of ranking, 

the 1983 per capita hospital expenditures ranks 40 out of 51 in the nation. An 

interesting sidel ight which I discovered in researching for this paper, was that 

in 1982, Montana's per capita personal income (based on 805,000 population) was 

$9,544 and it had increased in 1983 to $9,943 (based on 817,000 population). The 

federal Department of Economic Analysis ranks the 1983 Montana per capita personal 

income as 37th out of 51. Compare that to the per capita hospital expenditure 

ranking of 40 out of 51. 

I also draw your attention to Attachment IV which illustrates how Montana 

hospitals rank in Medicare costs per patient. Last December I requested the 

American Hospital Association to compare Medicare costs per discharge in 19U1 

and 1985 for Montana and rate regulated states. For this comparison, the AHA 

selected the four current Medicare waiver states (Maryland, Massachusetts, New 

Jersey and New York), three states with rate review for al I payers except Nedicare 

(Connecticut, Rhode Island and Washington) and three states that passed legislation 

in 1983 implementIng an al I payer rate control system (Maine, West Virginia and 

Wisconsin). 1981 Medicare cost report data was used to calculate average cost 

per discharge for each state and then "rolled forward" to 1985 levels by using 
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actual and projected rates of increase in hospital costs. The results of this 

comparison are shown in Attachment IV and, as you can see, it shows Montana has 

the lowest cost per discharge compared to all of the other states, both in 1981 

and 1985. 

I now call your attention to the attached newspaper cl ipping which appeared 

in the Independent Record, March 3, 1985, as further verification that Montana 

hospital costs per day are less than in any other state except South Dakota. This 

was developed by the U.S. Statistical Abstract of the United States. 

I have presented all this information to demonstrate to you that the Montana 

hospital economy is one of the most efficient and productive health care systems 

I 

I 
j 

in the United States. The infusion of another governmental bureaucratic commission i 
will do nothing more than to increase hospital costs as I would predict that 

Montana hosp i ta Is, I a rge and sma 11, wou 1 d of necess i ty have to come before the ;~ 

seven person commission to justify their budgets and allow a commission to establ is~ 
their rates. The hospitals would have to be weI I armed with CPAs, health care 

economists, and attorneys, for it would be their only time to come before a 

publ ic service commission. Al I of the costs of hiring these experts would have to 

go into the hospital budget and not one dollar of this would be utilized to 'til 
provide patient care to the persons util izing our health care system. 

If such a commission is established, its priJ}ciple mission, and perhaps sole i 
mission, will be to cut costs. That wil I eventually force Montana hospitals to 

reduce the qual ity or quantity, or access to health care, or perhaps al I three. 

One of the AARP slogans is to "Cut the costs, not the care". 

Creation of such a commission would add yet another facet to the growing, 

often resented, government bureaucracy. It would be simple for such a commission 

to order cuts in the fees charged by Montana hospitals, but therein 1 ies the 

danger. They may no longer be the kind of hospitals people would want to go to. 

The national hospital industry inflation rate for the last 8 months of 1984 

was 4.u percent, just slightly above the overall inflation rate for the nation. 

Chronic illness, not episodic illness, is emerging as America1s major health 

care concern as the nation1s elderly population continues to increase. No rate 

commission, regardless of how well it is financed or staffed, will solve this 

problem. 

Members of the Committee, I remind you that the Washington State Hospital 

Rate Commission operates in a state which controls 124 hospitals which would be 

compared to 60 Montana hospitals under this current proposal. The 1981-1983 

biennial appropriation for the Washington State Hospital Rate Commission was 

i 
i 



MHA Testimony-HB 757/page 5 

$1,379,450; 1983-1985 that figure is estimated to be $2,277,361; and the 

proposal for 1985-1987 is $2,923,650. If you approve estab1 ishment of this 

commission and the $300,000 appropriation, I predict that it's only the 

beginning, the tip of the iceberg, for in subsequent sessions this same 

committee, or more 1 ike1y the Committee on Appropriations, will be faced 

with finding more money to finance a bureaucratic commission which will 

continue to issue regulations to control an industry which is already proven 

to be one of the most cost effective and efficient in our state. 

Governor Schwinden, by accepting a recommendation of the State Health 

Coordinating Council, has appointed a Governor's Council on Health Care Cost 

Containment. I am sure you are all aware of this council. The avowed purpose 

of the council is to work together in a rational and nonpressure situation to 

investigate all the elements of the rising health care costs. This will include 

hospitals, nursing homes, physicians, third party payers, business, labor, and 

all other elements that go into this extremely complex, and in many respects 

confusing, issue. That council has already had its first meeting and over the 

next 18 months wil 1 have several more meetings to fully explore the issues in 

depth. The pub1 ic - providers and consumers a1 ike - will be asked to testify 

before that council. Today you have just heard about one-half of the hospitals' 

testimony. It is far better to a1 low that council time to develop rational 

recommendations for Governor Schwinden's use in addressing solutions to the 

major problems in the Montana health care system. 

would encourage your sol id Do Not Pass vote on House Bill 757. 



RANKING HOSPITAL (1983) EXPENDITURES, ADJUSTED PER ADMISSION 
(HIGHEST TO LOWEST) 

SOURCE: AMERICAN HOSPITAL ASSOCIATION HOSPITAL STATISTICS (1984 EDITION) 

I. DISTRICT OF COLUMBIA 5061 127 . NEW JERSEY 2889\ 

I 2. MASSACHUSETTS 44721 28. VIRGINIA 2856 

3. CALI FORNIA 4253 129 . WASHINGTON 2848 1 

4. ALASKA 4023 30. NEW HAMPSH I RE 2799 

5. NEVADA 3927 3l. IOWA 2763 

I 6. NEW YORK 3916
1 

32. UTAH 2748 

7. MICHIGAN 3758 33. LOUISIANA 2732 

8. CONNECTICUT 3690 I 34. VERMONT 2672 

9. ILLINOIS 3663 35. NEBRAS KA 2621 

110 . RHODE ISLAND 3661 1 36. OKLAHOMA 2614 

II. ARIZONA 3646 37. TEXAS 2589 

12. PENNSYLVANIA 3639 38. NORTH DAKOTA 2509 

113. MARYLAND 34151 39. ALABAMA 2499 

14. DELAHARE 3379 [40. WEST VIRGINIA 24531 

15. OHIO 3361 4l. NORTH CAROLI NA 2448 

16. HAWAII 3349 42. GEORGIA 2418 

17. MISSOURI 3246 43. TENNESSEE 2408 

18. COLORADO 3204 44. SOUTH CAROL! NA 2400 

/19. FLORIDA 3139r 45. *t~ONTANA 2389 

120 . MAINE 3078 ! 46. WYOMING 2295 

2I. MINNESOTA 3031 47. KENTUCKY 2291 

\22. WISCONSIN 3000 t 48. IDAHO 2290 

23. OREGON 2938 49. SOUTH DAKOTA 2237 

24. INDIANA 2933 50. ARKANSAS 2108 

25. NEW MEXICO 2898 5l. MISSISSIPPI 1939 

26. KANSAS 2897 

UNITED STATES AVERAGE $3203 



II. 

TRENDS IN AVERAGE LENGTH UF STAY - 1983 
Source: Amer i can Hospital Association - Hospital Statistics 1984 

Average Length of Stay 

1. New York 9. 18 
2. Di st. of Columbia 8.74 
3. Massachusetts 8.52 
4. Rhode Island 8.10 
5. Pennsylvania 8.02 
6. New Jersey 8.00 
7. Maryland 7.90 
8. Delaware 7.80 
9. Connecticut 7.71 

10. Ohio 7.65 
11. Michigan 7.60 
12. III i no is 7·52 
13. Missouri 7.49 
14. Indiana 7.44 
15. Florida 7.36 
16. Vi rg in i a 7.26 
17. North Carol ina 7.19 

u. S. Average 7. 14 

18. Kansas 7·13 
19. Minnesota 7·01 
20. Iowa 6.85 
21. Vermont 6.80 
22. Wisconsin 6.78 
23. Tennessee 6.78 
24. South Carol ina 6.71 
25. Maine 6.70 
26. Kentucky 6.69 
27. West Virginia 6.66 
28. Nebraska 6.62 
29. Alabama 6.61 
30. Ar izona 6.61 
31. Mississippi 6.51 
32. Texas 6.47 
33. North Da kota 6.46 
34. Oklahoma 6.36 
35. New Hampshire 6.35 
36. Arkansas 6.25 
37. South Dakota 6.21 
38. Georgia 6.17 
39. Cal i fornia 6.17 
40. Hawa i i 6. 17 
41. Colorado 6. 13 
42. Louisiana 6.12 
43. Nevada 6.03 
44. Oregon 5·59 
45. Washington 5.53 
46. New Mexico 5.43 

";'~ 47. MONTANA 5.42 
48. Utah 5.33 
49. A 1 as ka 5.24 
50. Idaho 5. 19 
51. Wyoming 4.80 



" I . 
TRENDS IN HOSPITAL EXPENDITURES PER CAPITA - COMPARISON 1983 WITH 1982 
Source: Population-Census & Economic Information Center· 

Per Capita-1983 Per Capita-1982 

Dist. of Columbia $1 ,331 $1 , 198 
Cal ifornia 523 497 
Massachusetts 679 623 
Nevada 534 504 
New York 580 537 
Al aska 369 340 
111 i noi s 595 562 
Michigan 572 516 
Rhode Island 491 452 
Maryland 456 414 
Connecticut 486 443 
Pennsylvania 604 531 
Ar i zona 450 407 
Ohio 564 507 
Missouri 588 543 
Hawa i i 334 312 
Florida 521 464 

U.S. Average 494 452 

Delaware 447 393 
Minnesota 471 433 
Colorado 432 396 
Wisconsin 465 428 
New Jersey 435 394 
Kansas 478 461 
Maine 460 423 
Oregon 404 365 
Indiana 478 419 
Vi rg i n i a 395 365 
Nebraska 488 464 
Ok I ahoma 410 404 
Washington 374 332 
New Mexico 350 327 
Louisiana 476 424 
Vermont 371 354 
North Dakota 509 467 
Iowa 468 430 
New Hampshire 378 342 
Utah 333 311 
Texas 415 415 
Alabama 475 415 
Tennessee 502 451 
West Virginia 500 455 
No rt h Ca ro 1 i n.a 353 326 
Georgia 409 367 
South Dakota 390 367 
South Carol ina 315 294 
MONTANA (9,943)0'< 374 (:1,544),', 329 
Idaho 295 275 
Kentucky 399 354 
Arkansas 391 349 
Wyoming 315 284 
Mississippi 355 326 

,', Montana per capita personal income for the year specified 



Table 1. Estimates of the Resident Population of States. 1981 to 1983. and Components of Change Since 1980 

(Humbers in thousands. Includes Armed forces residing In each State) 

Region. division, and State 

United States ............. . 

Northeast ....................... . 
New England ............... 0 .. 0 ........ . 

Mldd Ie At Ianttc ••••• '" ....... . 

Midwestl .••• o ••• 0 ............... . 

East North Central... .... oa ....... . 

West Harth CentraL ................. .. 

South •.•. 0.0 ... 0 ..... 0 ........ . 

South Atlantic .............. 0 .......... .. 

East South CentraL ....... 0 .... .. 

West South Central ................ . 

West ................. " .............. . 
Mounta in •• " ......................... .. 
PacHlc ....................... . 

Ne. England: 
Maine ....... " .... " .................. . 
New Hampsh lre ............... ~ ...... .. 
Vermont ................................ .. 
Massachusetts ............. " ......... .. 
Rhode Island ....................... . 
Connect icut .............. " ........... . 

Middle Atlantic: 
SeW' york ............ 0 ................ .. 

Sew Jersey ........................ . 
Pennsylvania ......................... . 

East North Central: 
Ohl0 ..••.•••.•••..••••••••••• 
rnd iana ............................. . 
1II1nol ..................... . 
Mlchlg.n .............. ~ " ... . 
Wisconsin ........................... .. 

West North Central: 
Minnesota ......................... . 
Iowa ••. '" .......................... . 
Missouri ........... '" .............. . 
North Dakota .................... 0 .. . 

South Dakota ............ 0 ........... 0 

Nebraska ........................... .. 
Kansas .......... 0." ................ . 

South A t Ian t Ie: 
~law8re ............................. . 
Maryland ............................. . 
District of Columbia ......... " .. 
Vlrglnta ................... .. 
West Virginia ••• 0 ................... . 

North Carolina" ............... 0 .... .. 

South Carolina .................. .. 

~:~~!::::::::::: :::::::: ::: ~ 
East South Central: 

Kentucky ............................ . 
Tennessee ........................ . 
Alabama .............................. .. 
Mississippi ..................... .. 

West South Central: 
Arkansas ......................... .. 
tDulsiana •• o ................. , .. 

Ok lahoma ...... 0 ............ " ..... . 

Texas ............................... . 

Mountain: 
Montana ............................... .. 

Idaho ......... " •• 0 ............... . 

Wynming •• " ............ "." ...... "" 0 .. . 

Color-orin ..................... . 
New Mexico ...................... . 
Arizona." ......... 0 .................. . 

Ut.h ........................ . 
Sevada ........... " ••• " ....... " ... . 

Pocltlc: 
Washtnltton ............ 0 ........... . 

Ore-gon •• " ........................ . 
California ••••••••••••••••••. 
A task •• " .......................... . 
Hn .. ·.t 1 ........ .., ........ 0 .......... . 

\1/ 
July 1. 

1983 
(provi­
slonal) 

233,981 

49,519 
12,489 
37,029 

58,953 
41.531 
17.422 

79,539 
38.805 
14.946 
25.788 

45.970 
12.331 
33,639 

1.146 
959 
525 

5.767 
955 

3.138 

17.667 
7.468 

11,895 

10.n6 
5.479 

11.486 
9.069 
4.751 

4.144 
2,905 
4.970 

680 
700 

1.597 
2.425 

606 
4.304 

623 
5,550 
1. 965 
6.082 
3,264 
5,732 

10.680 

3.714 
4.685 
3.959 
2.587 

2.328 
4.438 
3.298 

15,724 

817 
989 
514 

3. lJ9 
1.399 
2.963 
1. 619 

891 

4.300 
Z .66Z 

25.174 
479 

1.023 

lrorm~rly the !'I'orth- Centrftl RCKton. 

Estimate 

July 1. 
1982 

231,786 

49,305 
12.432 
36,873 

58.925 
41.582 
17,343 

78.405 
38,303 
14.858 
25.244 

45.150 
12,068 
33.082 

1.136 
948 
520 

5,750 
953 

3.126 

17.5& 7 
7.427 

11.879 

10.772 
5.482 

11.466 
9.116 
4.745 

4,133 
2.906 
4.942 

672 
694 

1.589 
2.408 

600 
4,270 

626 
5.485 
1. 961 
6.019 
3.227 
5,648 

10.466 

3.692 
4.656 
3.941 
2.569 

2.307 
4.383 
3.226 

15,329 

805 
977 
509 

3.071 
I. 367 
2.B92 
I. 571 

876 

4.276 
2.668 

24.697 
444 
997 

Aprll 1. 
July I, 1980 

1981 (census) 

229,518 

49,258 
12.417 
36,841 

58.991 
41,700 
17.291 

77 .003 
37.784 
14,780 
24,438 

44,267 
11.746 
32.521 

1. 133 
937 
516 

5.757 
952 

3,123 

17 ,556 
7.407 

11.878 

10.799 
5.489 

11.467 
9,210 
4.735 

4.112 
2,917 
4.9)9 

661 
692 

1. 583 
2.387 

596 
4.258 

632 
5.4)6 
1.960 
5.958 
3,186 
5,573 

10.18) 

3,675 
4,630 
).927 
2.548 

2.300 
4.300 
3.102 

14.7)6 

796 
964 
49 ) 

2.983 
I. ))4 

2,B07 
1.524 

844 

4.2)5 
2.669 

24.220 
416 
981 

226.546 

49,135 
12.348 
36.787 

58.866 
41. 682 
17.183 

75.372 
36.959 
14.666 
23.747 

43.172 
11.373 
31,800 

1.125 
921 
511 

5.737 
947 

3,108 

17 .558 
7. )65 

11.864 

10.798 
5.490 

11. 42 7 
9.262 
4.706 

4.076 
2.914 
4.917 

653 
691 

1.570 
2.)64 

594 
4.217 

638 
5.347 
1.950 
5.882 
3.122 
5.463 
9.746 

').661 
4.591 
) .894 
2.521 

2.:86 
4.206 
).025 

14.229 

787 
944 
470 

2.890 
1. )03 
2.718 
1.461 

800 

4.132 
2.6 )J 

2).668 
402 
965 

Change, 1980-83 

Humber 

7.435 

383 
141 
243 

88 
-151 

239 

4.167 
1.846 

280 
2.041 

2,797 
958 

1.839 

21 
38 
14 
29 

8 
30 

109 
103 

31 

-52 
-11 

60 
-193 

45 

68 
-9 
54 
28 

9 
27 
62 

12 
87 

-15 
203 

15 
200 
142 
269 
933 

54 
94 
65 
67 

42 
232 
273 

1.494 

30 
45 
45 

249 
96 

245 
158 
91 

168 
29 

1.506 
77 
59 

Percent 

3.3 

0.8 
1.1 
0.7 

0.1 
-0.4 
1.4 

5.5 
5.0 
1.9 
8.6 

6.5 
8.4 
5.8 

1.9 
4.1 
2.7 
0.5 
0.9 
1.0 

0.6 
1.4 
0.3 

-0.5 
-0.2 
0.5 

-2.1 
1.0 

1.7 
-0.1 

1.1 
4.3 
1.3 
1.7 
2.6 

1.9 
2.1 

-2.4 
3.8 
0.8 
3.4 
4.5 
4.9 
9.6 

1.5 
2.1 
1.7 
2.6 

1.8 
5.5 
9.0 

10.5 

3.8 
4.8 
9.5 
8.6 
7.4 
9.0 

10.8 
ILl 

4.1 
1.1 
6.4 

19.2 
6.1 

1l.850 

2,162 
534 

1.628 

3.047 
2.121 

926 

4,062 
1.804 

756 
1,503 

2,578 
755 

1.824 

54 
45 
26 

242 
40 

127 

789 
316 
522 

541 
277 
603 
457 
242 

223 
148 
251 

40 
42 
88 

133 

28 
202 

30 
260 
91 

276 
167 
295 
455 

187 
218 
200 
151 

117 
271 
181 
9)4 

47 
64 
35 

112 
88 

168 
lJ5 
46 

225 
137 

1.369 
33 
60 

Components of change 

Deaths 

6,463 

1,524 
365 

1.159 

1.695 
1.180 

514 

.2.168 
1,089 

4)2 
647 

1,076 
266 
811 

34 
25 
15 

175 
30 
86 

544 
222 
)9 ) 

314 
154 
332 
248 
133 

109 
88 

159 
18 
21 
48 
71 

15 
112 
22 

138 
62 

160 
83 

145 
35) 

109 
131 
115 

76 

74 
117 
95 

361 

22 
23 
10 
64 
29 
71 
27 
20 

105 
71 

612 
6 

16 

Number 

2,048 

-255 
-28 

-226 

-1.265 
-1.092 

-173 

2.272 
1. 132 

-44 
1.184 

1.295 
469 
826 

1 
18 

3 
-38 

-2 
-11 

-136 
8 

-98 

-278 
-134 
-212 
-403 
-64 

-46 
-70 
- 38 

5 
-12 
-13 

-: 
-3 

81 
-13 

83 
58 

120 
831 

-:!4 
8 

-19 
-8 

-2 
78 

186 
922 

4 
20 
1~1 

38 
147 

50 
65 

49 
-37 
750 
50 
IS 

Percent 

0.9 

-O.S 
-0.2 
-0.6 

-2.1 
-2.6 
-1.0 

3.0 
3.1 

-0.3 
S.O 

3.0 
4.1 
2.6 

0.1 
2.0 
0.5 

-0.7 
-0.2 
-0.1 

-0.8 
0.1 

-0.8 

-Z.6 
-2.4 
-1.9 
-~ .. 4 
-1.4 

-1. 1 
-~ .4 
-O.S 
0.8 

-1.7 
-0.8 

-0.3 
-0.1 
-3.7 
1.5 

-0.7 
1.4 
1.8 
2.2 
8.5 

-0.7 
0.2 

-0.5 
-0 3 

-1).1 
1.9 
c.l 
6.5 

0.6 
0.:' 
4.':' 
.... 9 
2.9 
5.4 
1.4 
8.1 

I 
·1 

1: .4 
\.6 

11 



IV. 

MEDICARE COSTS PER 

AVERASE AVERAGE 
COST PER COST PER 
DISCHARSE DISCHARGE 

STATE 1981 1985 
--------- ---------

MONTANA 1511 2280 

II WASHHI6TOt~ 1690 2429 

iH WES! VA. 1070 2443 

iH I'IAl14E IB9b 2807 

H! WiSCONSIN 1%3 2B89 

f NEW ,JERSEY 2091 2955 

i NEW iORK ..:151 3049 

if EHODE 15Li1HD .209,) 3(;57 

H CmmECllCUl 2150 3154 

t I'ii1R1Li1NiJ il('1 3199 

t 11ASSACHLlSETlS 2334 3426 

* All piver 5ystems 
il Host payers regulated (not including Medicare) 
iii Passed legislation in 1983 allowing 

establishjent of all payer 5yste, 

PATIENT 

Source: American Hospital Association - December 1984 

Special request of Montana Hospital Association 
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EXHIBIT 4 
March 6, 1985 

MADAM CHAIRMAN, MEMBERS OF THE COMMITTEE, FOR THE RECORD MY NAME 

IS SIGNE SEDLACEK. I AM A CONSUMER REPRESENTATIVE TO THE MONTANA 

HOSPITALS RATE REVIEW SYSTEM BOARD OF DIRECTORS AND AM ITS CHAIR-

MAN. I AM HERE TO SPEAK IN OPPOSITION TO HOUSE BILL 757. 

THE MONTANA HOSPITALS RATE REVIEW SYSTEM IS A NON PROFIT, 

VOLUNTARY ORGANIZATION ESTABLISHED IN 1970 TO DEMONSTRATE THAT 

MONTANA'S HOSPITALS COULD AND WOULD IMPOSE SELF-RESTRICTIONS ON 

THEMSELVES WHICH WOULD RESULT IN THE LOWEST POSSIBLE RATES FOR 

THEIR SERVICES. THAT HOSPITALS WOULD VOLUNTARILY PERMIT AN 

"OUTSIDE" AGENCY TO EXAMINE, EVALUATE, AND PASS JUDGEMENT ON 

THEIR RATE STRUCTURES APPEARS TO BE PROOF OF THEIR SINCERITY. 

THAT MONTANA RANKS 46TH IN THE NATION IN CHARGES PER ADMISSION 

APPEARS TO DEMONSTRATE THEIR EFFECTIVENESS. THE SYSTEM'S BOARD OF 

DIRECTORS HAS TEN MEMBERS WITH A SPECIFIC ALLOCATION TO EACH OF 

THE SEATS. THREE OF THE MEMBERS ARE CONSUMER REPRESENTATIVES, 

THREE ARE HOSPITAL REPRESENTATIVES, THREE REPRESENT INSURORS (1 

FEDERAL-STATE AGENCIES, 1 MEDICARE FISCAL INTERMEDIARY, AND 1 

PRIVATE INSUROR), AND ONE DOCTOR REPRESENTING PHYSICIANS. 

MEMBER HOSPITALS MUST SUBMIT, PRIOR TO A RATE INCREASE, COMPLETE 

FINANCIAL AND STATISTICAL INFORMATION TO SUBSTANTIATE THEIR 

REQUEST. THE DATA IS EVALUATED BY THE STAFF AND BOARD, THE 

HOSPITAL APPEARS AT A HEARING, AND A DETERMINATION AS TO THE 

EQUITY OF THE REQUESTED RATES IS MADE. IF THE FACILITY HAS NOT 

JUSTIFIED THE REQUESTED RATE STRUCTURE IT IS EITHER REJECTED OR 

MODIFIED. BY THE WRITTEN AGREEMENT BETWEEN THE FACILITY AND THE 

SYSTEM, THE HOSPITAL IS BOUND BY THE DECISION OF THE BOARD. AN 

APPEALS PROCESS THROUGH THE COURTS EXISTS, BUT HAS YET TO BE 

1 
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UTILIZED BY ANY HOSPITAL. 

SINCE RATE CONTROL HAS BEEN OUR BUSINESS FOR THE PAST FOURTEEN 

YEARS WE BELIEVE WE ARE WELL QUALIFIED TO EXAMINE AND COMMENT ON 

THE BILL NOW BEFORE YOU. 

ON THE SURFACE EACH OF THE SECTIONS AND SUBSECTIONS WOULD APPEAR 

TO BE REASONABLE FROM THE STANDPOINT OF CONTROL OF CHARGES MADE 

BY HOSPITALS AND LONG-TERM CARE FACILITIES. HOWEVER, ON CLOSER 

EXAMINATION SOME QUESTIONS AND INCONSISTENCIES ARISE. 

THE PURPOSES OF THE BOARD ARE TO LIMIT THE RATE OF INCREASE (IN 

CHARGES) AND TO PROTECT THE QUALITY AND ACCESSIBILITY OF CARE TO 

THE PEOPLE OF MONTANA TO HOSPITAL AND LONG-TERM CARE. THIS 

PRESUPPOSES THE BOARD, WHO BY DEFINITION HAVE NO FIRSTHAND 

KNOWLEDGE IN HOSPITAL AND LONG-TERM CARE FACILITY OPERATION, ARE 

ABLE TO DEFINE AND ESTABLISH LEVELS OF QUALITY CARE. IT IS TO 

ACCOMPLISH THIS BY ASSURING THE FISCAL VIABILITY OF AN EFFICIENT 

AND EFFECTIVE 

LIMITING THE 

LIMITATION IS 

HEALTH CARE SYSTEM IN THE STATE. 

RATE OF INCREASE (IN RATES). A 

TO BE ACCOMPLISHED THROUGH THE 

THIS IT DOES BY 

PORTION OF THAT 

CREATION OF A 

FORMULA WHICH UTILIZES PRICE CHANGE AND WAGE CHANGE MEASURES 

PUBLISHED BY THE BUREAU OF LABOR STATISTICS. THIS CAUSES RETRO­

SPECTIVE MEASURES TO BE USED IN CREATING PROSPECTIVE PAYMENTS. 

THE BUREAU OF LABOR STATISTICS DATA IS BASED ON A UNIVERSE WHICH 

IS VERY DISSIMILAR FROM THE SITUATION IN WHICH THE MAJORITY OF 

MONTANA FACILITIES FIND THEMSELVES. ONLY TWO OF MONTANA'S CITIES 

ARE EVEN INCLUDED IN THEIR DATA. 

THE PLANNED APPROPRIATION OF $300,000 FOR TWO YEARS OF BOARD 

2 



, 
OPERATION WILL FALL SIGNIFICANTLY SHORT OF TOTAL NEED. FOR 

COMPARATIVE PURPOSES THE COST OF ONE YEAR'S SYSTEM OPERATIONS IS 

$100,000. THIS COMPENSATES A STAFF OF TWO PERSONS, PURCHASES 

SUPPLIES AND EQUIPMENT, PAYS RENT, AND REIMBURSES TRAVEL EXPENSE. 

THE BOARD DOES NOT RECEIVE COMPENSATION FOR THEIR SERVICES. THE 

SYSTEM DOES NOT REVIEW NURSING HOMES AND OTHER LONG-TERM CARE 

FACILITIES. IT SEEMS UNLIKELY THE STATE WILL BE ABLE TO REVIEW 

A SUBSTANTIALLY LARGER NUMBER OF FACILITIES, PAY ITS BOARD, PAY 

THE WAGE COSTS OF A COMPETENT STAFF OF SUFFICIENT SIZE, AND 

PERFORM THE MANY ADJUNCT OPERATIONS CAUSED BY STATE REGULATIONS 

FOR THE AMOUNT TO BE APPROPRIATED. 

THE GOVERNOR HAS APPOINTED A HEALTH CARE COST CONTAINMENT COUNCIL 

TO EXAMINE THE MANY FACETS OF THE HEALTH CARE SYSTEM IN MONTANA. 

WE HAVE OFFERED THE COUNCIL OUR ASSISTANCE IN ANY WAY THAT WE ARE 

ABLE. WE SUGGEST THIS COUNCIL BE PERMITTED TO PERFORM ITS 

FUNCTIONS PRIOR TO ANY PREMATURE LEGISLATIVE ACTION. 

THANK YOU FOR THIS OPPORTUNITY TO APPEAR. SHOULD ANY OF THE 

MEMBERS HAVE QUESTIONS, I WILL BE HAPPY TO RESPOND. 

3 



MONTANA HEALTH 
CARE ASSOCIATION 

34 So. Lost Chance Moll, No.1 

Helena, Montano 59601 

Telephone: 406-443-2876 

EXHIBIT 5 
March 6, 1985 

STATEKENT OP ~BE MONTARA BEALTH CARE ASSOCIATION 

on 

BOOSE BILL 757 

BBLMIlfG TO THE ESTA8LISHJWrl' Of A BBAL1'B CARE COST 

CONDIN!DT BOARD 

before the 

BOOSE HOlIAN SERVICES AND AGING COIOlITTEE 

March 6, 1985 

For the record, I am Rose M. Skoog, of Helena, Executive 
Director of the Montana Health Care Association, an organization 
representing approximately two thirds of the long term care 
facilities in the state of Montana--including both non-profit 
and for profit facilities. 

We oppose House Bill 757 as being both unnecessary and 
inappropriate in dealing with issues related to the cost of 
long term care in Montana. 

Total expenditures for long term care in Montana increase 
based on two factors: 

(1) increased utilization of services~ and 
(2) increased cost per service. 

The demand for long term care services is increasing in 
Montana, as in most places, due to the graying of our population. 
While the over 65 age group is growing more rapidly than the 
under 65 age groups, the over 88 and over 85 age groups--where 
nursing home utilization is very high--is growing at an even 
faster pace than the over 65 group as a whole. Controlling 
increases in total long term care costs which are due to increased 
utilization depends on the availability of a continuum of long 
term care services for the increased numbers of people needing 
them. All we can really hope to do is insure that those who 
need long term care services receive them in the most appropriate 
and cost-effective setting. 
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House Bill 757 simply does not address this aspect of increased 
costs, yet over the long run, cost increases due to substantially 
increased numbers of people needing services will become a far 
more significant factor in the cost of long term care than increases 
in the per unit cost of this care. 

Increased cost per service is, in fact, an area that House 
Bill 757 attempts to address. However, this bill is totally 
unnecessary since increases in the per service cost of nursing 
home care in Montana are already contained within acceptable 
bounds. 

The average cost per day for a day of nursing home care 
in Montana over the past several years has increased at a rate 
less than the rate of inflation being experienced by nursing 
homes. The following compares actual or projected inflation 
for the period 1983 through 1987 to actual rates of increase 
in nursing home cost per service. 

Year Actual/Projected Actual Increase 
Inflation in Hursing Home Rates 

1983 6.3% 6.1% 
1984 4.8% 5.9% 
1985 4.9% 3.2% 
1986 5.5% 3.75% 
1987 5.9% 3.75% 

Clearly, nursing homes in this state already know the meaning 
of the words ·cost containment·. In fact, further efforts at 
cost containment in our nursing homes could yield only one result: 
a decrease in the quality of the service we provide. We do 
not feel that anyone--including the proponents of House Bill 
757~-want tp see that happen. 

Nursing home care is perhaps the most cost-effective health 
care service available in Montana today. The average cost of 
a day of care is about $43.99. Included in that rate is 24-hour 
nursing care, social services, rehabilitation services, meals 
and snacks, personal assistance with activities of daily living, 
laundry services, and social and spiritual programs. A simple 
cost comparison that might help put nursing home costs in perspective 
is: 



-3-

cost comparison (Helena): 

st. Peter's Hospital ••••••••••••••••••• $198.58/day 
Home Health Nurse Visit (up to 1 hr.) •• $ 48.88 
Colonial Inn ••••••••••••••••••••••••••• $ 39.88/day 
western Care Nursing Home •••••••••••••• $ 38.25/day 
Helena Nursing Home •••••••••••••••••••• $ 42.87/day 
Cooney Nursing Home •••••••••••••••••••• $ 49.54/day 

The cost of a day of nursing home care is economical. 
However, those requiring it need it 24 hours a day, 7 days a 
week, 365 days a year--for 2, 5, or maybe 18 years. The cumulative 
affect of paying for this care over a long period of time puts 
it beyond the resources of most people--even people who think 
they have provided adequately for their old age. 

Clearly, there are problems we should be working on relating 
to the financing of long term care. However, the solutions 
are in the area of better Medicare coverage for such services, 
incentives to insurance companies to offer comprehensive long 
term care insurance, incentives to elderly to encourage the 
purchase of long term care insurance, and educating people generally 
about the need to provide for the situation when chronic illness 
makes long term care services necessary. Other states are in 
fact studying these problems and possible solutions, 

However, House Bill 757 does nothing to address the real 
problems associated with the cost of long term care. 

We urge a ·do not pass· recommendation on this bill. 

Thank you for the opportunity to testify. I would be pleased 
to answer any questions you may have at the appropriate time. 
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(406) 443-111l5 

March 6, 1985 

TESTIMONY BEFORE THE HOUSE HUMAN SERVICES COMMITTEE 

RE: HB 757 

BY: Molly Munro, Executive Secretary 

The Montana Association of Homes for the Aging opposes 

HB 757 on the grounds that a governing board of seven members, 

who, not having any understanding of the workings and dealings 

of a long-term care facility, could not make the decision that 

a facility was run correctly under all regulations and standards, 

and, more importantly, run efficiently. 

It would be impossible for this group of unprofessional 

people to review the operations of a facility and be able to 

set their rates. Because of different demographics, wages of 

staff, demands of residents, and building requirements, not all 

facilities can be judged the same. 

The provisions of the bill also infringe on free business 

enterprise. 

The costs of this board, $300,000 would be a further drain 

on the state's monies. I t is an exhorbi tan t amount to pay for 

an unnecessary board. 
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EXHIBIT 7 
March 6, 1985 

\.'1', the undersigned, oppose Hwae Bill #157 which wruld establish a "qusai-Judf, i:,1 

""Inl" to regulate the rates for hospital charges. Thl.! b~l \1 is a dupl leat: iClII of 
IIIP ~tontalla Hospitals Rate Review System, a prlvate~ voluntary, non-profit cor-por:1 

1 i <>11 ('stab Hslled to provide a system to review proposed and exiz;t lug rate" :Jlld 

(ll~rges for patient services by member! hospitals, while making sure the hospit~l 
I "ill:1 ills economics lly sound and able to provide the best I mun!:. up,-to-date !lO!;(, i 1;1 I 

':IIC' possible. " . . 

tl"lItana ranks 46th in America in terms of health care costs, and last fear ~1()111 ;In:1 

lrno.;pital charges increased less thanS'Y •• North Val1~y Hospital held thei,- inClP;I';1' 

<1('1.)11 to only 3.9%, and_ reduced charges on several surgical procedur'es '.-lith no 
i ne rpase in any surgery charge. We're .already doing our utmost to conta ill he;]1 t-I, 

('.11"(' co::;ts. 

""use Bill #757 w()uld create additional bureaucracy and cost to patients. It 
h'nilld take flexibility away from hospitals and might even 1_!Jld:111ger the filliJll"i;11 

I' i :tld 11 t y of Montana hosp ita is and the ir ab i liti' to offer nu",d~ d care. 
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noRTh valleY HOsPITal .. , 
\-11', the unders ign~d t oppose "wee Bil 1 #757 wh 1eh WQlld estab Ush a "qusa i- jud I d a J 
hoard" to regulate the rates for hospi~al charges. The bUI is a 'duplicatioll 01 

'he ~Iontana Hospitals Rate Review Systl!m. a private. voluntary, non-profit corpor;l­
I:iun established to provide a system to review proposed and existing rates and 
ella rges for pat lent services by 'member~ hospita ts, while making sure the hosp ita 1 
rema i ns economically sounQ an4 able .. to provioe the best t most up-to-date hosp j tal 
care possible •. ,' • . 

NOlltana ranks 46th in America in terms of health care costs, and last year Monta!!:! 
hospital charges increased less than 5%. North Valley ~ospital held their incre;u;f' 
rlown to only 3.9%, an~.~educed charges on several surgical procedure~ with no 
increase in any surgery charge. We're.already doing our utmost~ to contain health 
cnre costs. 

"ouse Bi 11 #757 would create additional bureaucracy and cost to patients. It 
\,(11) d tnke flexibility away from hospitals and might even endanger the fin<lJ1c j a 1 

v 1 aId lity of Montana hospitals and their ability to offer needed care. 
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tVl', the undersigned, oppose "cuee B1U #757 which WQJld eal:abUsh a "qusai-Jucllc:lal 
hoard" to regulate the rates for hospital charges. The bill i,s a'duplication or 
tlll~ Nontana Hospitals Rate Review System, a private. voluntary, non-profit corpora­
l,' iOIl established to provide a system to review proposed and existing rates and 
ellrt rges for pat ient services by member~ hospitals, while making sure the hospit a 1 
rClllains economically sound an~ able to provide the best, most up-to-date hospital 

t:are possible •. " 

tlolltana ranks 46th in America in terms of health care costs, and last year Montallrl 
Ilospita 1 charges increased less than 5%. North Va lley Hospita 1 he Id the i r i IIC reaS!' 
!Iown to only 3.9%, and. reduced charges on several surgical procedures with no 
increase in any surgery charge. We're ,already doing our ut.most to contain health 

('" re costs. 

!louse Bill #757 w()uld create additional bureaucracy and cost to patients. It 
\,(,"ld take flexibility away from hospitals and might even endanger tbe finall':i;,1 
\' I :dd 1 ity of Montana hospitals and their ability to offer needed care. 
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1~1' I tho undersigned, oppose "wee BUl #757 which w<uld establish a "qusai- jud f c f ,II 

1"'Hct" to regulate the rates for hospital charges. The bill is a dupl leat ion of 
,-!If' Nontana Hospi~a Is Rate Review System, a private, voluntary, non-prof it corpo ril­
,- ion established to provide a slstem to review proposed a·nd existing rates alld 
('Ilarges for patient servlces bymernber~hospitals, while making sure the hospitill 
I' "!II;1 ins economically Bountl alld able to provide the bo.t: t moat up-to-date hospj tD I 
l'arf! possible. " 

~lontana ranks 46th in America in terms of health care costs, Qnd last year t-lont<ll1;l 

hospital charges increased less than·S7oo North Valley lior-pital held their il1cn';I~;" 
dn\vn to only 3.9"1., and. reduced charges on sevc?al BurgicQl procedures w1th no 
j IIcrease in any surgery charge. ~le're .already doing ocr l!t.most to contain hen lUI 

(';1 r e cos t s • 

Iiouse Bill #757 would create additional bureaucracy snd cost to patients. It 
~ould take flexibility away from hospitals and might even endanger the finallcial 
\' i ;dd lity of Montana hospitals and their ability to offer needed care. 
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noRTh vallev HOSPIlOI 
\1(', the undersigned, oppose Hruse Bill #757 which wruld establish a. "qllsai-jlldici;ll 
h •. lrd" to regulate the rates for hospital charges. The bill ts a duplic<Jtioll 01 
,11(' ~lol1tana Hospitals Rate Review System, a private, vol!Jntary, non-profit C(ltl'''ld 

~ i (Ill estab lished to provide a system to review proposed and exist ing rates <111<1 

cl1;]rg('s for patient services by member hospitals, while making sure the hosl'i[:11 
1,'11\;\ i ns economica 11y sound and ab Ie to provide the best, most up-to-da te hO~;I' i I .1 I 

care possible. 

r.l(lntana ranks 46th ih America in terms of health care costs, and last year ~101IL;1I';1 
hospital charges increased less than 57 •• North Valley Hospltal held theil- jll·:r'·,I·." 

dC)I'JIl to only 3.970' and reduced charges on several surgical procedures witll 110 

i IIcrease in any surgery charge. We're a lreacly doing our utmost to conta i n 11(>;1 I til 

,'are costs. 

Ij')JIse Bill #757 would create additional bureaucracy and cost to patients. It 
':II.lid lakf! flexibility away from hospitals and might even endanger tilt! fillilillidl 

,'iilhllit}' o[ Nontalla hospitals llnd their ability to offer needed carl!. 
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l..Je, the undersigned

f 
oppose Ilwse Bill #757 which wwld establish a IIqusai-judicidl 

boardll to regulate the rates for hospita.l charges. The bill is a dupJ icatirJlI 01 
III(! Nontana lIospitals Rate Review System, a private, voluntary, non-profit C(.rpI'I;1 
t ion established to provide a system to review proposed and existing rates Clild 

(ilarges for patient services by member hospitals, \>lhile making sure the hospital 
rt'lIi<l j ns economica lly sound ana able to provide the best, most up-to-date ho~,1' i t ,( I 

("11"(' possible. 

tlnntana rcmks 46th in America in terms of health care costs, and last year 1'Iollt ;11''1 
hospital charges increased less than 5i' •• North Valley Hospital held their iIlC)(';I';" 

dmm to only 3.9°1.. and reduced charges Oil several surgical procedures with tiD 

Illcrease in any surgery charge. We're already doing our utmost to contain healt.11 
,'<Ire costs. 

"" Iiouse Bill 1/157 would create additional bureaucracy and cost to patients. IL 
\10111 J take f lexibi lity away from hospitals and might even endanger the f inane i ill 
viability of Montana hospitals and their ability to offer needed care. 
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Benjamin R. "Ben" Cohen 
House of Representatives 
Capitol Station 
Nontan~ State Capitol Building 
Helena, MT 59620 

Dear JJen: 

February 27, 1985 

I ask that you, as a member of the Human Services !m~ Aging Counci l, 
firmly oppose House Bill #757 which establishes a "Q'J8si--judic:inl board" 
to regulate the rates for hospital charges. 

The bill is an unnecessary duplication of the Goveruor's task force 
on controlling medical costs, which is known as the State Health Care 
Cost Containment Council. The Council is an outgrowth from the Governor's 
1983 Conference on Health Care. The goal of the Council is to discover 
ways of containing costs "with a minimum of regulation, vlhile striving co 
maintain a high standard of quality," according to Governor Schwinden. 
Twenty-two Montanans have been appointed to this Council. Let's not tie 
their hands with a legislative bill. 

Montana ranks 46th in America in terms of health care costs, and last 
year Montana hospital charges increased less than 5%. North Valley Hospital 
Board of Directors held their increase to only 3.9%, and ill addition reduced 
its charges on several surgical procedures and no increase in any surgery 
charge. We're already doing our utmost to contain health care costs. 

Please oppose House Bill #757. Thank you. 

Sincere 1:1 I 

Don McMillan, Chairman 
Board of Directors 

WHITEFISH, MONTANA 59937 TELEPHONE (406) 862-2501 
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Benjamin R. "Ben" Cohen 
House of Representatives 
Capitol Station 
~Iontana State Capitol Building 
/It'lt'na, MT 59620 

Dear Ben: 

February 27, 1985 

I ask that you, as a member of the Human Services and Aging Council, 
firmly oppose House Bill #757 ~hich establishes a "quasi-judicial board" 
to regulate the rates for hospital charges. 

The bill is an unnecessary duplication of the Governor's task force 
on controlling medical costs, which is knoHn as the Stat~ Health Care 
Cust Containment Council. The Council is an outgrowth from the Governor's 
1983 Conference on Health Care. The goal of the CouncLl is to discover 
ways cf containing costs "with a minimum of re~ulatio!1, l/hile striving to 
rnaintain a high standat"d of quality," ar.cording to Governor Schwinden. 
Twenty-two Montanans ~ave been appoint~d to this Council. Let's not tie 
their hands with a legislative bill. 

Montana ranks 46th in America in terms of health care costs, and last 
year Nontana hospital charges increased less than 5%. North Valley Hospital 
Board of Directors held their increase to only 3.9%, and in addition reduced 
its charges on several surgical procedures and ;10 increase in any surgery 
charge. We're already doing our utmost to contain llealt t l care costs. 

please oppose House Bill #757. Thank you. 

Sincerely, 

Board 

WHITEFISH, MONTANA 59937 TELEPHONE (406) 802-2501 
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Benjamin R. "Ben" Cohen 
House of Representatives 
C;lpitol Station 
Montana State Capitol Building 
Helena, MT 59620 

Dear Ben: 

February 27, 1985 

I ask that you, as a member of the Human Services nnd Aging Council, 
firmly oppose House Bill #757 which establishes a "quasi-judicial board" 
to regulate the rates for hospital charges. 

The bill is an unnecessary duplication of the Governor's task force 
on controlling medical costs, which is known as the State Health Care 
Cost Containment Council. The Council is an outgrowth from the Governor's 
1983 Conference on Health Care. The goal of the Council is to discover 
ways of containing costs "with a minimum of regulation, ~'hile striving to 
maintain a high standard of quality," according to Governor Schwinden. 
Twenty-two Montanans have been appointed to this Council. Let's not tie 
their hands with a legislative bill. 

Montana ranks 46th in America in terms of health care costs, and last 
year Montana hospital charges increased less than 5%. North Valley Hospital 
Board of Directors held their increase to only 3.9%, and in addition reduced 
its charges on several surgical procedures and no increase ir. any surgery 
charge. We're already doing our utmost to contain health care costs. 

Please oppose House Bi]l #757. Thank yeu. 

Glen Kartheiser 
Board of Directors 

WHITEFISH, MONTANA 59937 TELEPHONE (406) 862-2501 
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Benjamin R. "Ben" Cohen 
!louse of Representatives 
Capitol Station 
~1t)ntnna Stat-s Cap ito 1 Bui 1 ding 
H(~ lena, HT 59620 

Dear Ben: 

February 27, 1985 

I ask that you, as a member of the Human Services and Aging Council, 
firmly oppose House Bill #757 which establishes a "quasi--judicial board" 
to regulate the rates for hospital charges. 

The bill is an unnecessary duplication of the Governor's task force 
on controlling medical costs, which is knm-1n as the State Heal th Care 
Cost Containment Council. The Council is an outgrowth from the Governor's 
1983 Conference on Health Care. The goal qf the Council is to discover 
ways of containing costs "with a minimum of r~gulation, 'lbile striving to 
maintain a high standard of quality," according to Governor Schwinden. 
Twenty-two Montanans h3ve been appointed to this Council. Let's not tie 
their hands with a legislative bill. 

t10ntana ranks 46th in America in terms of he,11th care costs) and last 
year Montana hospital charges increased le;s than 5%. North Valley Hospital 
Board of Directors held their increase to only J.9%, and in addition reduced 
its charges on several surgical procedures and He i!1crease in any surgery 
charge. We're Rlready doing our utmost to co~tRin health ca~e costs. 

please oppose House Bill #757. Thank you. 

Sincerely, 

R. W. Covill, M.D. 
Board of Directors 

WHITEFISH, MONTANA 59937 TELEPHONE (406) 862-2501 
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Benjamin R. "Ben" Cohen 
House of Representatives 
Capitol Station 
~oncana State Capitol Building 
Helena, MT 59620 

Dear Ben: 

February 27, 1985 

I ask that you, as a member of the Human Services and Aging Council, 
firmly oppose House Bill #757 \o/hich estc:lblishes a "quasi'-Judicial board" 
to regulate the rates for hospit31 charges. 

The bill is an unnecessary duplication of the Governor's task force 
on controlling medical costs, which is known as the State Health Care 
Cost Containment Council. The Council is an outgrowth from the Governor's 
1983 Conference on Health Care. The goal of the Council is to discover 
ways of containing costs "with a minimum of regulation, while striving to 
maintain a high standard of quality," according to Governor Schvlinden. 
Twenty-two Montanans have been appointed to this Council. Let's not tie 
their hands with a legislative hill. 

Montana ranks 46th in America in terms of health care costs, and last 
year Montana hospital charges increased less than 5%. North Valley Hospital 
Board of Directors held their increase to only 3.9%, and in addition reduced 
its charges on several surgical procedures and no increase in any surgery 
charge. We're already doing our utmost to contain health care costs. 

Please oppose House Bill #757. Thank y.ou. 

/V,,_' .,' 

\,.":<./f.r- /',; I:.rCO-'---
J o'y-~e Ho f fm~rif: 
B~ard of Directors 

" 
WHITEFISH, MONTANA 59937 TELEPHONE (406) 862-2501 
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Benjamin R. "Ben" Cohen 
House of Representatives 
Capitol Station 
Montana State Capitol Building 
Helena, NT 59620 

Dear Ben: 

February 27, 1985 

I ask that you, as a member of the Human Services and Aging CounCil, 
firmly oppose House Bill #757 which establishes a "quasi-Judicial board" 
to regulate the rates for hospital charges. 

The bill is an unnecessary duplication of the Governor's task force 
on controlling medical costs, which is known as the State Health Care 
Cost Containment Council. The Council is an outgrowth from the Governor's 
IgB3 Conference on Health Care. The goal of the Council is to discover 
ways of containing costs "with a minimum of regu!.ation, Hhile striving to 
maintain a high standard of quality," according 1:0 Governor- Schwinden. 
Twenty-two Montanans have been appointed to this Council. Let's not tie 
their hands with a legislative bill.' 

Montana ranks 46th in America in terms of health care costs, and last 
year Montana hospital charges increased less than 570' North Valley Hospital 
Board of Directors held their increase to only 3.9%, and in addition reduced 
its charges on several surgical procedures and no increase in any surgery 
charge. We're already doing our utmost to contain health care costs. 

Please oppose House Bill #757. Thank you. 

Sincere ly, / , 
-, I -

/. ) ...J/ _ _ 1 ('7 
/ ..,/ ~ / 1'-," ~ " v---i/"M--' .0 ti;J '" \-() w '-f. 

Ron Loveall 
Board of Directors 

WHITEFISH, MONTANA 59937 TELEPHONE (406) 862,2501 
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Benjamin R. "Ben" Cohen 
House of Representatives 
Capitol Station 
M~nt3na Stat2 Ca~itol Building 
Helena, MT 59620 

Dear Ben: 

Feh~uary 27, 1985 

I ask that you, as a member of the Human Services and Aging Council, 
firmly oppose House Bi 11 #757 which establishes a "quasi-- judicia I board" 
to regulate the rates for hospital charges. 

The bill is an unnecessary duplication of the Governor's task force 
on controlling medical costs, which is known us the State Health Care 
Cost Containment Council. The Council is an outgrowth from the Governor's 
1983 Conference on Health Care. The goal of the Council is to discover 
ways of containing costs "with a minimum of regulation, while strivi.ng to 
maintain a high standard of quality," according to Governor Schwinden. 
Twenty-two Montanans have been appointed to this Council. Let's not tie 
their hands with a legislative bill. 

Montana ranks 46th in America in terms of health care costs, and last 
year Montana hospital charges increased less than 5%. North Valley Hospital 
Board of Directors held their increase to only 3.9%, and in addition reduced 
its charges on several surgical procedures and no increase in any surgery 
charge. We're already doing our utmost to contain health care costs. 

Please oppose House Bill #757. Thank you. 

Sincerely, 
/) 

-{;::1.....;--.j'. 

Larry Wilson, Past Chairman 
Board of Directors 

WHITEFISH, MONTANA 59937 TELEPHONE (406) 862-2501 
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B(!nJami:l R. "Ben" Cohen 
House of Representatives 
Capitol Station 
Montana State Capitol Building 
Helena, MT 59620 

Dear Ben: 

February 27, 1985 

1 ask that you, as a member of the Human Services and Aging Council, 
firmly oppose House Bill #757 which establishes a "quasi- judicial board" 
to regulate the rates for hospital charges. 

The bill is an unnecessary duplication of the Governor's task force 
on controlling medical costs, which is known as the State Health Care 
Cost Containment Council. The Council is an outgrowth [rom the Governor's 
'1983 Conference on Health Care. The goal of the Council is to discover 
ways of containing costs "with a minimum of regulation, l"rhile striving to 
maintain a high standard of quality," according to Governor Schwinden. 
Twenty-two Montanans have been appointed to this Cou?Cil. Let's not tie 
their hands with a legislative bill. 

Montana ranks 46th in America in terms of health care costs, and last 
year Montana hospital charges increased less than 5%. North Valley Hospital 
Board of Directors held their increase to only 3.9%, and in addition reduced 
its charges on several surgical procedures and no increase in any surgery 
charge. We're already doing our utmost to contain healt~,care costs. 

please oppose House Bill #757. Thank you. 

Sincerely, 

:,'--)jj/: /1 
Jessie Harring, President 
North Valley Hospital Auxiliary 

WHITEFISH, MONTANA 59937 TELEPHONE (406) 862-2501 
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~i"':''''"\ WASIlINGTON (AP) - Here, .. . . . , . ' ,'~ ,,:'·::~}..'f·W~·i·" ; . ' 

Alaska Ieading~;:"~:~";':tio"il'" 
~. - .', .,:l~, :~;".;f,t~~~~~~~~ . " :~~t.r:;~~I:~~~:'.c 

'1n hOspltall~atl()ll.'tO~t,' 
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- WASHINGTON (AP) - A haspi- 8tates'·.Was::'-~allfofT\ia, 452 per 
tal stay costs more in Alaska, a 100,000 residents". 42nd; Nevada, 
~;Iate where hospital beds are rela- 407, 47th; Arizona,,419, .44th, and 

. tively scarce. government statistics, ,Oregon, 448, ,43rd. i "', ·,:C~",· , ",'; : 
_;how, . ':;:, Besides the Dakotas, at the other', 

North Dakota and South Dakota, end 4.'f the cost scale were Montana 
which h~ve the most available beds ,$221}; MissiSSippi, $227 and South 
p(~r resident, are among the least Carolina, $251. Montana' ranked 

i .. rosHy places for a hospital stay, ac- ,16th in availability with 651 beds 
,'onling to fi~~res publisbed in the per:, 100,000 residents; Mississippi 
Il'~w .I !I85 ethtJOn of the Statistical 'was 12th with 680 and South Caroli­
'\bstract of the United States.' na was No •. 36 with 531 beds. ' 

. Among the information compiled ;.·~.:·'·Th' ",sta"" 'tisti ... i'w"··,e' re amon,g many 
IIrn the massive annual volume is- .. .... 

sued last week were the compara_contained in the new,105th edition 
tive availability of hospital beds _ '; of the Abstrast, subtitled the Na-
:nd average cost per paU~::.t per 'tiMal ·'O~,ta Book a.'l-t G~tide to . L 

; Jay - for each state. . Sou~. ' ,,{<:...f-:M,i,I;.;.'i\~" '''',' i" , 
.. At $508 per day in 1982, Alaska jO ... -========== ........ 

recorded the most expensive hospi- r 
. als, according to the Abstract. 
rhat state ranked 48th in availabll-

i.ty of hospital beds, with 387. per 
J 00,0110 residents. Alaska in general 
has a highf'r cost of living than any 
,ther state, government reports 

a.1'lve shown. 
South Dakota was the least ex­

""nsive place to spend time in a 
- 'itai with an average cost of 1 ' 

; ., ,217 per day. And by compart- i 
.,'ltl it ranked second in available, 

beds, at 818 per 100,000 residents of 
I he state. I, 

North Dakota was No. ,1 in avail­
. ,ble hospital facilities at 899 beds 
-,er 100,000 state residents, and its 

fllst was 47th in the nation, $244-a-
'ay, 

'. Hounding out the five most ex­
.,.ensi\'f! states to stay in a hospital 

I:ere Califomia at S507 per day; 
':l'valla, ,-194; Arizona, $410, and 
ir('gon, $382. ' 

lilt Availability. of beds in those 

-

, 

, ".' from the new Abstract, is a state­
:.~ " ,,' by~state rundown of the number of 

r,;~':: ,hospital beds available per 100,000 
" ~, residents, and rank, and the aver­
i .•• , age cost per day, and rank. . 
~. State' Beds (Rank) Cost (Rank) 
, .' 
! 

I' 

" 

, 
; , 

Wa$hington 
. Oregon 
, California 
AlaSka 
Hawaii .-
Montana 
Idaho 
Wyoming 
Colorado 
New Maxico 
Arizona 
Utah, 
Nevada 

Pacific 
367 (49) 
446 (43) 
452 {42) 
367 (48) 
41.2 (46) 

Mountain 

$376 (6) 
$382 (5) 
$507 (2) 
$508 (1) 
$307 (23) 

651 (16) $226 (49) 
414 (45) $2613 (38) 
537 (35) $303 (25) 
493 (40) $336 (13) 
462 (41) $317 (21) 
419 (44) ~'(J (4) 
336 (50) 76 (6) 
407 (47) ,494 (3) 

. Ealt South Centrel 
Kentucky 509 (3a) $261 (39) 
Tennf1sse& 682 p 1) $275 (36) 

", ,Alabama 657 \15) $276 (35) 
Missiaslppi 680 (12) $227 (48) 

,'itlill South Ceiltl'al 
" Arkansas 591 (21) $253 (45) 

i " Louisiana 593 (20) $337 (12) 
\' ,Oklahoma ' 549 (33) $333 (15) 

Texas 552 (32i $307 (23) 
, ", ' "'.' Naw England 

Maine 580 (27) 
New Hampshire 495 (39) 
Vermont 559 (31) 

, Mallsachu~:'9tls' 721 (5) 
" Rhoda Islapd 622 (17) 

Cor.necticJ.~t 581 126) 
'~:' Mltldle Atl~ntlc 

$296 (27) 
$288 (29) 
$256 (44) 
$,170 (8) 
$332 (16) 
$354 (11) 

New'l'ork 717 (6) $312 (22) 
NoW Jersey 570 (29) $260 (34) 
Pennsylvar.;a 696 (9) $320 (20) 

.. " ; East North Cantrlll 
OhIO' ' 582 (24) $325 (19) 
Indiana: 582 (25) $287 (30) 
lIIinbls • ' 621 (18) $369 (9) 

i : Michigan 530 (37) $357 (10) 
I,.' Wiseonsin 610 (19) $283 (32) 

;;: W".t North Central 
I,' Minnesota 710 (7) 1257 (43) 

i ~~!;fjrl Jgg (~g)f ~~g ~1g~ I 
North Dalwta 899 (1 2.'" i47) 
Soulh Dak~Jt3 818 (2 $217 50) 
Nebr~sk8 745 (4) $260 40) 

" Kansas > 789 (3) $292 (28) 
, .; Scluth AOantlc 

Delaware, 653 (13) 
Maryland' 583 (23) 
'vt, gln!~ 575 ~2:cJi 
West Virgir,ia G58 (14) 
North C"rclina 541 (34) 
South Cnro:ina 531 (36) 
G'3crgia 585 (22) 
Flor~da ' 570 (30) 

$302 (26) 
$329, (17) 

t~~t ~~~l 
$258 \<,z) 
$251 (46) 
$284 (31) 
$335 i141 

I - -_ .• &LJCUi'S,"'BIl-m __ "IiIIIInl1 ___ 0P.al1D I 
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Benjamin R. "Ben" Cohen 
House of Representatives 
Capitol Station 
Montana State Capitol Building 
lip L!m:, ['1'r 5'J62G 

Dear Ben: 

February 27, 1985 

I ask that you, as a member of the Human Services and Aging Council, 
firmly oppose House Bill #757 l-lhich establishes a "quasi-judicial board" 
to regulate the rates for hospital charges. 

The bill is an unnecessary duplication of the Governor's task force 
on controlling medical costs, which is known as the State Health Care 
Cost Containment Council. The Council is an outgrowth from the Governor's 

'1983 Conference on Health Care. The goal of the Council is to discover 
ways of containing costs "with a minimum of r-:!gulation, .:hile striving to 
maintain a high standard of quality," according to Governor Schwinden. 
Twenty-two Montanans have been appointed to this Council. Let's not tie 
their hands with a legislative bill. 

Montana ranks 46th in America in terms of health care costs, and last 
year Montana hospital charges increased less than 5%. North Valley Hospital 
Board of Directors held their increase to only 3.9%, and in addition reduced 
its charges on several surgical procedures and no increase in any surgery 
charge. We're already doing our utmost to contain health care costs. 

Please oppose House Bill #757. Thank yeu. 

Sincerely, 

WHITEFISH, MONTANA 59937 TELEPHONE (406) 862-2501 



EXHIBIT 8 
March 6, 1985 

""DEROSA COUNC~L OF CAMP FIIIE 
2700 Clark Street. Missoula, Montana 59801 • (406) 542-2129 

Re: HJR 

March 6,1985 

March 17 marks the 75th Anniversary of Camp Fire nationwide. 
years Camp Fire has been active in Montana. Formerly called 
the program opened to boys in 1975 and the Girls was dropped 

A United Way Agency 

For 74 of those 
Camp Fire Girls, 
from the name. 

Seven Camp Fire Councils serve Montana: Gold Country Council (Helena area), 
Headwaters Council(Bozeman area), Otanka Council(Butte area), Ponderosa Council 
(Western Montana), Big Sky Council (Billings area), North Central Montana Council 
(headquartered in Great Falls), and the Camp Fire Council of Glendive. 
Many adult volunteers serve as leaders to hundreds of youth in clubs. Their goal 
is to provide" opportunities for youth to realize their potential and to function 
effectively as caring, self-directed individuals responsible to themselves and 
others". 

The Camp Fire motto is "Give Service". Camp Fire youth and adults contribute 
energy and talent to community activities such as making valentines for the 
vetrans, gathering food and clothing for the needy, preparing a lot for a community 
garden, cleaning up parks, etc. 

Camp Fire "Response Programs" reach out to all the youth in the community with 
programs such as "I Can Do It", a self-reliance program for latch-key kids; 
"Caution Without Fear", a safety on the street program for all young kids; 
"I'm Safe and Sure", a citizenship and safety program for Kindergarten and 
First Graders; "Child Care Course" for beginning baby-sitters; "Good Touch/ 
Bad Touch", a sexual abuse prevention program. 

The entire Camp Fire structure is based on the American democratic process. 
Through participation at all levels adult volunteers and youth members learn 
to function as responsible members of society. Youth members are encouraged 
to participate as Board of Director members and delegates to conferences. 
Each council is an individual unit comprised of voting members who in turn 
elect delegates to regional and national meetings where policy is set in much 
the same way as we do in the state Legislature or national Congress. 

Camping is still a popular activity in Camp Fire. All seven Montana councils 
run at least one Day Camp. Some councils have several Day Camps in different 
communities. Five of the councils operate Resident Camps lasting from one to 
three weeks. Most Camp Fire camps are open to anyone regardless of whether 
or not they are club members. 

With the club programs, camps and Response Programs some of the Camp Fire 
councils in Montana have reached the lives of as many as 6,000 kids in their 
territory in 1984. Aside from their own programs, Camp Fire personnel 
contribute time and energy to community task groups, youth advocacy, 
and assessing youth needs in their community • 

. . . . "To provide, 'I""ough a program of informal education, opportunities for youth to realize their potential and to function effectively as 
carinq, self-directed individuals resnnn.~ihIA tn th"m~"lv,,~ :mrl ,,.., ,..,tho,.· ~~,. ~- -- ----
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The American Automobile 
Association presents this 
information on alcohol­
related traffic accidents in 
the hope that the compel­
ling data detailed in the 
brochure will help convince 
state legislatures to raise 
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the legal drinking age to 21. 



Twenty-five thousand Americans die each year in alcohol-related traffic accidents. 
Five thousand victims are teenagers; over eight thousand victims are between the 
ages of 16 and 24, although the latter group comprises only 18 percent of the general 
population. 

The severity of this problem was highlighted in a recent Surgeon General's report 
which noted that life expectancy in this country has increased for every age group with 
the exception of the 15- to 24-year-olds. Unfortunately, inexperience in driving and in 
coping with the effects of alcoholic beverages too often combine to bring about tragic 
consequences. 

During the past seven years the legal drinking age has been raised in 21 states. Nine­
teen states, comprising 44 percent of the population, now have 21 as their legal 
minimum drinking age for all alcoholic beverages, with twenty-five states specifying 21 
as the legal drinking age for distilled spirits. While effectiveness evaluations have not 
been made in every state, where studies have been made the fmdings strongly suggest 
that raising the legal drinking age has been an effective deterrent to alcohol-related 
traffic accidents. 

a Michigan raised its drinking age to 21 in 1978. Involvement in 
'W alcohol-related traffic accidents of 18- to 20-year-old drivers decreased 

by 31 percent in 1979. 

~ Illinois raised its drinking age to 21 inJanuary 1980. During 1980 it 
'Wexperienced an 8.8 percent reduction in single-vehicle nighttime 

accidents involving male drivers under 21. 

~ Maine's action in raising its drinking age to 20 was followed by a 17 
'W percent drop in non-injury, alcohol-related crashes. 

a A study by the Insurance Institute for Highway Safety found a 28 per­
"1P cent reduction in alcohol-related accidents in eight of nine states 

~here drinking age had been raised. 

Historically, young people are involved in a disproportionate number of alcohol­
related accidents. For instance, in Florida in 1981, 19- and 20-year-olds killed more peo­
ple in such accidents than any other age group. That year, 170 people were killed by 
drunk drivers under the age of 21, which was 25.5 percent of all alcohol-related deaths 
in Florida, even though drivers under 21 make up only 10 percent of all Florida licensed 
drivers and drive only nine percent of the vehicle miles driven. Unfortunately, the 
Florida experience is typical of states with minimum drinking ages less than twenty-one. 



DID YOU KHOW THAT: 
~ In 1981, approximately 25,000 died from alcohol-related highway accidents. 

That amounts to seventy lives a day, one every 23 minutes. 

~ In 1981, 4,884 persons died in alcohol-related highway accidents in which the 
'W driver was under 21. This represents 23.6 percent of all alcohol-related fatalities. 

~ Drivers under 21 represent about 10 percent of the licensed drivers, and drive 
.. about 9 percent of the vehicle miles driven. 

~ 5,000 teenagers are killed and 130,000 are injured yearly in drunken driving 
'Waccidents. 

~ The results of a January 1983 Gallup Poll indicate that 77 percent of the popula­
'W tion favor a uniform drinking age of 21. Even the affected age group (those 18- to 

20-years-old) favored 21 in 58 percent of individuals polled. 

Source: National Transportation Safety Board 

According to a 10 percent national sample of deaths collected by the National Center 
for Health Statistics in 1980, death rates from motor vehicle accidents distributed by 
lO-year age groups are as follows: 

Under 1 year 7.6 

1-14 years 8.7 

15-24 years 45.0 

25-34 years 30.9 

35-44 years 19.6 

45-54 years ) 21.3 , 
55-64 years 18.1 

65-74 years i 21.7 

75-84 years 33.0 
" 

8'; years and over > 24.8 

All years ) 24.4 

Deaths per 100,000 people 



BACKGROUND INFORMATION 
The American Automobile Association has long been concerned and involved with 

the problem of drinking and driving. AAA Foundation for Traffic Safety began research 
in 1964 for the DWI Phoenix project, a rehabilitative program which was implemented 
in 1970 to deter convicted survivors from repeating alcohol-related offenses and 
to encourage them to seek help if their problems with alcohol were pervasive. While 
conducting the research for the OWl program, investigators noted that habitual 
offenders had begun to drink during their teenage years. This led to an exploration of 
the role of beverage alcohol in the lives of young people. 

During this investigation, it was discovered that not only were most teenagers drink­
ing, but alcohol consumption was more than incidental for a sizable percentage of 
them. As the DWI Countenneasures Course for High School was being field-tested in 
1974, it became apparent that the program for driver education classes might come too 
late. Drinking patterns were beginning to form as early as 7th and 8th grades. This star­
tling information raised the question as to the magnitude of the problem of alcohol 
among youth and indicated the need for additional research. In view of this, AAA 
developed the AL-CO-HOL education program for junior high schools. 

Convincing evidence was found that the elementary school years are a formative 
period for future attitudes and decisions concerning alcohol use. AAA concluded that 
the earlier alcohol and traffic safety education begins, the more effective it is likely to be 
in later years in combating drunk driving and other symptoms of alcohol misuse and 
abuse. Consequently, Starting Early: An Alcohol Awareness Program for Elementary 
School (1(-6) was developed, field-tested and evaluated in 1982. 

All of the AAA alcohol programs available were developed at Teachers College, 
Columbia University, under the direction of Dr. James L. Malfetti, through funding pro­
vided by the AAA Foundation for Traffic Safety. All materials were extensively field­
tested with thousands of students from grade levels K-12, and adults representing urban, 
suburban and rural communities throughout the country, so that the AAA alcohol pro­
grams would have nationwide applicability. 

AAA of course recognizes that education and rehabilitation are not the total answer to 
the OWl problem. There are no panaceas for eliminating the drunken driver. AAA also 
supports reasonable deterrence measures, and for the reasons enumerated in this 
brochure, supports a minimum drinking age of 21. 

Government Affairs Department 
Falls Church, Virginia 22047 
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nUESTIONS AND ANSWERS REGARDING THE INCLUSION OF 
SOCIAL WORKSRS IN THE INSURANCE CODES OF NONTANA 

1. WHAT DOES THE INCLUSION OF SOCIAL WORKERS BILL PROPOS 8? 

The bill provides that if a person has health insurance 
which includes coverage for mental health services, the 
insured could choose to receive those services from a 
licensed social worker. These services would be covered 
by insurance. 

2. WHY IS THIS BILL NEEDED? 

Recognition of social workers in the State Insurance Codes 
will provide consumers with the knowledge that licensed 
social workers are Qualified providers of mental health 
services. It will also activate consistency of coverage 
and provide guidelines for insurance companies. 

3. DOES THIS BILL MANDATE MENTAL HEALTH COVERAGE BY 
INSURANCE CmJ!PANIES? 

No. What it does is provide increased choice of Qualified 
mental health providers to Montanans. Studies show that 
models of treatment used by qualified social workers are 
cost effective. It would decrease the burden of service 
on the existing subsidized state system. It would reduce 
eXisting waiting lists within the mental health system 
by allowing referral to private licensed social workers. 

4. WHAT ARE THE ADVANTAGES OF THIS BILL TO CITIZENS OF 
MONTANA? 

Many t10ntanans live in areas givine them limited access 
to mental health practitioners. There are more licensed 
social workers throughout the State of Montana who are 
available for providing mental health services. This 
will offer freedom to select the licensed practitioner 
of their choice. 

5. DO LICENSED SOCIAL WORKERS IN OTHERS STATES GET 
REIMBURSEMBNTS FROM INSURANCE COMPANIES FOR i'l,ENTAL 
HEALTH SERVICES? 

Yes. Ten other states now have this legislation: 
California 1977; Louisianna 1977; V:aryland 1977; 
New York 1978; Utah 1978; Virginia 1979; Oregon 1981; 
Massachusetts 1982; Oklahoma 1982; and Kansas 1982. 

6. WHAT REPUIREHENTS VUST A SOCIAL 'NO RKER fviSET TO B~ 
LICENSED IN MONTANA? 

Licensed social workers must have a minimum of a master 
degree in social work, 3,000 hours of practice in 
psychotherapy and pass a review by the Board of 
Social Work Examiners as well as a written test. 



7. ',vHAT SAFEGUA~iDS INSURE :WALITY SERVICiS BY LICSTSSD 
SOCIAL WORKERS? 

The State Board of Social Work EXaminers has the power 
to investigate reported unethical behavior of social workers. 
If it is proven that a social worker has acted in an 
unprofessional ~anner toward a client, his/her license 
can be revoked. 

The Montana Chanter of the National Association of Social 
Workers through-its Committee on Inquiry also has the 
power to investigate claims made against social workers. 

Nationally, a peer review board has been established· by 
the National Association of Social Workers to aid insurance 
companies in screening various claims. Its purpose is to 
have an independent body look at various mental health 
treatment modalities and decide whether appropriate 
treatment and reimbursement is being provided. 

8. WILL THIS BILL n~CRF.ASE INSUp.AnCI~ RATES? 

No. This bill asks for social workers to be included in 
the range of licensed mental health practitioners. It 
does not mandate or increase insurance benefits. 

The CHAMPS study showed a savings of $250,000 during their 
one year evaluation period during which they allowed 
clinical social workers to provide mental health services 
to the military personnel. These results were so positive 
that the military authorized the continuation of certified 
or licensed social workers as CHAMPUS providers. 
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FACT SHEET 

COST EFFECTIVENESS OF LICENCED SOCIAL WORK SERVICES 

A. Effect on Utilization of Medical Services 

1. The meta-analysis of 475 controlled psychotherapy studies 
included a review of 11 studies to determine the use of 
psychotherapy on the utilization of general medical services. 
Results of those studies indicate that the average reduction of 
utilization of other medical services following psychotherapy was 
14%. 

2. 25 studies were reviewed to determine whether treatment for 
alcoholism, drug abuse, or mental illness would reduce subsequent 
general medical care use. Twelve studies found reductions of 5% 
to 8.5% in medical care utilization by study groups subsequent to 
a mental health intervention. The 12 studies also showed 
reduction of 26% - 69% in utilization of medical care by study 
groups after treatment for alcohol abuse. Thirteen of the 45 
studies used some form of comparison groups and 6 of the 13 were 
health studies. By comparing the six study groups with their 
control groups, they found the relative reductions of medical 
utilization were: 68%, 8%, 26%, 36%, 21%, and 66.5%.2 

3. Studies at Kaiser-Permanente in San Francisco revealed that 
high medical users significantly reduced their utilization of 
medical services following psychotherapy, and that the costs of 
psycho!hera py were offset by the savings in general medical 
costs. 

4. Comparable outcomes are reported in terms of improved 
attendance, productivity and reduced medical claims when 
employers offer emplo%ee assistance programs that utilize social 
workers as therapists. 

B. Effects on the Cost of Psychotherapy 

1. "The Defense Department's CHAMPUS Program for dependents of 
military personnel estimates that it saved over $253,000 between 
December 1980 and March 1982 through its experimental 
reimbursement of clinical social workers. 

The estimate is based on a comparison of the fees charged by 
social workers and psychiatrists in 32 states where 8 CHAMPUS 
insurance carriers have been reimbursing clinical social workers 
independent of physician supervision or referral. A report on 
the fee comparison appeared in the October 1982 NEWS. 

CIIAMPUS'S savings estimate is contained in an interi~ report on 
claims activity from October 1981 through March 1982." 
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Testimony of the Women's Lobbyist Fund (WLF) by Gail Kline, 
before the Human Services and Aging Committee 

Madam Chairwoman and members of the Human Services and Acing: 

The Women's Lobbyist Fund supports SB 103, and I, Gail Kline, 
am speaking in favor of this bill. I have already testified 
bcforc this committee on a similar-bill of ncp. DerGenc's fJD S71, 
requiring mandatory licensing and reculation of professional 
counselors. The WLF supports SB 103 for the same three major 
reasons. 

i 

Freedom of Choice: By adding social workers, a largely female "'I 
profession, to our Montana Code's existing list of those services 
covered under disability insurance, we give clients another 
choice. 

Economics: A social worker offers a less expensive alternative. 
For example, in Billings, the going rate for a psychiatrist is 
about $100 per hour, a psychologist is $70 to $85 per hour and a 
social worker is $30 to $50 per hour, wi th $68 as IItopS". In 
states where social workers and counselors have been included 
in insurance coverage, insurance rates have not cone up. 

i 
I 

Quality Service: Under our state law, social workers are 
required to hold a doctorate or master's degree in social work, 
have 3,000 hours of practice in psychotherapy within the past 
five years and pass an examination. 

SB 103 will aid clients in receiving more choices for excellent 
mental health services that will be covered by insurance. 

Thc WLF urges you to pass SB 103. 

Thank· you 

I 
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THE EFFECTS OF SOCIAL WORKER LEGISLATION IN UTAH 

On March 20, 1977 Governor Matheson signed into law Senate Bill 343 
which for the first time regulated the practice of Social Workers in 
Utah. The Social Worker Act was one of several laws passed by the U~ah 
legislature during that session which effected the delivery of health 
care. Its sister legislation included the regulation of pharmacolo­
gists, chiropractors and dentists. 

These health care regulations were designed to recognize the legitimacy 
of non-physician treatment of certain mental and physical ailments. In 
the case of social workers, the state would establish criteria for 
certification of practitioners who had earned at least a master's 
degree. Once certified, the MSW or DSW would be allowed to perform the 
types of individual. family, or group therapy previously authorized for 
psychologists (PhD) and psychiatrists (MD). Of course. the use of 
prescriptive drugs, surgery or other "medical" techniques in the treat­
ment of mental llJness were reserv(>d excll1E>ively for physiri.1ns. 

The Socjal Worker Act WilH premised upon two lssll!!s; L1irne:;s dnd cost 
containment. The fairness Issue was borne from the apparent inconsis­
tency In state regulations which snnctioned nun-physicinn treatment of 
mental illness by psychologists but not social workers. Social Workers 
claimed that this was an unfair restraint of trade. because the health 
insurance industry would not reimburse the services of unrecognized 
providers. Additionally. social workers argued that they would be able 
to provide quality mental health services more inexpensiveJy than 
psychiatrists or psychologists. thereby reducing the total cost to the 
public. 

The remainder of this paper will explore these issues. In particular, 
emphasis will be placed on empirical evidence of the effects of this 
legislation on the mental health care market. First, we will examine 
changes in the aggregate supply of mental health care providers in Utah. 
Finally we will analyze the trends in cost and utilization as experi­
enced by a particular, typical, population group. 

PROVIDER POPULATION 

Table One - Total Licensed Providers 

Social Workers (MSW/DSW) 
Psychologists (PhD) 
Psychiatrists . (MD) 

1978 

372 
231 

96 

1980 

446 
213 
109 

1982 

572 
279 
115 (est) 



As demonstrated t->y Tahle One. the total numher of mental health prnfes­
';lonal!' has risen dramntically. When (me c{)nsid~rs thnt thi.s number hns 
increased frnm about 3011 total prnvjder~ prior to state sanctioning in 
1977, to over 950 todav, it becomes clear thrlt this rlc:t had more than 
marginal effect on the marketplace. 

Tlli:; n1nrked incn~;l~e SllllllLd not sllrpri~;(' .1Ilyone, sincl' the Act requires 
rh" .Itr:afnmf'nt of (1Illv.1 mflstl'rS degrpt'. Tllis mf',lJ1~: tiJ;lt an individtl;Jl 
11).'IV provide mental heillth service~ ;]ftt'r [wo ve.1n; of gr:ldu:Jtl' studil's 
ill social wllrk. ()hvioll~;ly tlwt tnk('~; Il':,s commitm('nt and time than 
Ilht.1ining the requireu doctor,ltcin psvch(1lo~y, yet Utah ilJlows soci:tl 
wurkers the same clinical privileges ;]s psychologists. In fact, out of 
those soc:ial workers registered wjth Blue Shield. less than four percent 
(4h) have doctorates. 

T:1Ille Two shows the net population change experienced by severfll dif­
fcrept cJflsses of health care prnvi<1ers in the l.Jst two Y!.3ars (1980 -
1982). Providprs of mental health services sepm to be increasing more 
roridly than most. 

Table Two - Change in Registered Providers (1980 - 1982) 

l.iccpsed Pr.1ctic.11 Ntlr~e~ 

Phvsicol Thernpists 
1'-ll'd i c:t 1 Ilnr'tnrs 
[':;ycholngi ~t ~ 
Soc! .• l Workers 

~!/dJKr:T EFFECTS 

Total 
r.hange 

(lQ I) 

'14 
" 'II 

f16 

1/6 

Percentage 
Change 

( 10%) 
I I i. 
I hi. 
'II Z 
:~H:7. 

The demand for ment~l health services is not quantifiahle. Unlike 
broken legs, there ~re no fixed number of neuroses to treat in a given 
ve~r. Moreover, the task of diagnosing a particular mental illness is 
f'xceeded in difficulty only by the task of determining the "best" 
tre~tment program. There are no x-rays or lab test~ which can help 
document the types of condition~ which social workers treat. Similarly, 
it is ;1 sub;ective process which determines which patjent has "recovered 
~ttrUciently" to discontinue treatment. 

[n light of this, and because health insurance benefits tend to he 
extremf'ly limited for mental health care jn an out-patient setting. 
~c{ urate and pertinent data concerning tltilization and costs are diffi­
rult to compile. Usin~ .1ggregate data requires a parallel analysis of 
the Cll.1nging composition of benefit p~ckages chosen by subscribers. 
L'nl ike first dollar coverages such as hospital admissjon data, mental 
Ill',: I th data ;Irf' contaminated with a hodgepodge of benefits ranging from 
11(1 cnvcr<1~e .1 t illl to SO~~/50% co-payments with various dollar maximums. 



In order to mitigate these problems, we conducted a case study. This 
study examines .:1 Jarge, relatively fixed populatinn whose benefit 
p~ck3ge covered nut-patient mental health services generously and 
('oT1sistentl'l for a numhC!r of years. By examining cost and utili7.ation 
patterns of this group we hope to shed some light on the aggregate 
{~flccrs of lItah's social worker legisL1tion. 

Ct\S F STUDY 

(All utilization and cost data contained in this report are measured on 
~n incurred rather than paid basis.) 

Population: 

Benefits: 

Government workers located in one of the SMSA's in Utah. 
The group averaged 3,257 contracts and 9,474 members 
throughout the study. 

(1978 - 1981) 

(19R2) 

80% of charge up to $25.00 charge per 
visit (maximum reimbursement is 
$20.00). Limited to 50 visits per 
year. 

80% of charge up to $60.00 (maximum 
is $4R .00). Limited to 50 visits pp.r 
YCrlr • 

(;r.1pll One shows til!' impact of the lep,isl.,tion on the illcidenc(> of ment.Jl 
lte;1.1th trf><'ltments. The tiata indicates that social workers have not 
taken anv Sip,Ilificant amount of business from either psychiatrists or 
psychologtst,s but rather have drawn on a pool of patients which previ­
ously did not receive care covered hy mental health insurance benefits. 

Note the leveling off 01 the trend in 1981 followed by the shClrp in­
cr0dse in visits in 1982. This can 'be explained in large part by the 
f"ct th.1t: rhe particlJlilr pop!ll~tion was able to c1nticlp:ltC' a benefit 
illl'rC';lS(, whjrll went" into effoct .January 1,1982. Since mental health 
services arc in many cases voluntary and the tmp~nding henefit increase 
was well puhlicized. it can be assumed thnt some people deferred their 
trcc1tment to save money in co-payments. 

Table Three 

Average annual (compounded) increase in visits per 1,000 

1978 - 191-l1 
197H - lqR2 

Psychologists 

31% 
41% 

Psychiatrists 

14% 
11% 

Social Workers 

77i. 
90% 

Table Three descrihes the same data contained in Graph One, but in terms 
nf annualized percentage increases. Total mental health visits, 



.1ggregating alJ three. provider types, jnC'reasf'd hy a compoundf'd rate of 
.'9 percent from 197R to )Q81 and 37 perc.ent from 1978 to 1982. 

While these dramatic incr€'<lses in utlliz:ttion seem shocking, one would 
assume they migh t be explained by a decl ine in the market price of 
mental health services resulting from the rapid increase in provider 
population. This seems especially plausible given the fact that social 
workers can enter the market with considerably less investment than 
their estahlished competition (i.e. with a masters dp.gree rather than a 
doctor:ttp. or medical degree). 

The evidence, however. does not support this supposition. Measured as a 
function of exposure (see Graph Two) the increase in the monthly cost of 
ment<11 heAlth servic~s outpaced even the utiliz;ltjon figures. 

'1;11> I e Four "hows the average annual r;)l.l~ of incrc.1s(> in the per month 
('osts of provider mental health servic('s. Also ~;hown is the correspond­
ing increase in all medic;\l expenses for the s~me population. The cost 
of mental health services is accelerating much more rapidly than total 
h~alth care expenses. 

Table Four 

Average annual (compounded) increase in cost per contract month. 

1978 - 1981 197R - 1982 

Psychologists 33% 63i. 
Psvchiatrists 18% 39% 
Soci[l1 Workers 77i. 108i. 

AlJ Mental Health :nl: 59% 

Tot.l1 H~[d th Care ~();(. /Rin 

Of course the average> cost per contract is a measure that is constrajned 
l)\' the maximum payment schedule. Regardless nf the provider's billed 
::harge, be it $25.00 or $85.00, the maximum payment would be $20.00 
through 198J. Thus, additional insight into the societal costs of the 
Soci[ll Workpr Act can be gained by examining the billed charges of 
rnent:11 heell rh C,1rc~ providers. 

(;raph Three shows thE> reJ:Jtionship bet'w'een the cost' of the average 
service provjdpd hy tile threp major providers of mental health services. 
Over the time period, social workers billed an average of 977. of the 
typical psychologists charge and 87% of the typjcal charge by psychia­
trists. 

For each of t!le three prnviders. individual psychotherapy constitutes 
the majority of rendered services. From 1980 through 1982 these indi­
vidual tre[ltments, ranging from 45 to 60 minutes each, accounted for 83% 



of psychologist's business, 63% of psychiatrist's business, and 92% of 
social worker's case load. 

Graph Four shows the unit charge for individual psychotherapy sessions. 
It indicates that social workers are certainly no "bargain" when it 
comes to routine services. In fact, the trends would lead one to 
anticipate that social worker services will become more costly than 
those of psychologists some time in 1983, just six years after the 
legislation became law. 

DISCUSSION 

The evidence indicates that the state sanctioning of social workers is 
not a cost containment measure. Despite the lessing of the barriers to 
entry in the Utah mental health care market, there is no evidence that. 
the forces of competition have reduced either the marginal or total cost 
to the insured consumer. On the contrary, the preponderance of data 
indicates that the effects of the legislation have been exactly opposite 
of that which the economics of competitive markets would predict. 
Specifically. both the price and quantity of those services are escalat­
ing in the face of rapid increases in supply. 

There is another issue which this paper has avoided. but which does 
require comment. That issue is of course. quality. The qualify of care 
issue goes beyond the scope of this paper. However. some insight can be 
gained through the indirect measure of price elasticity. Price elas­
ticity refers to the effects of price changes on consumption. Without 
attempting to quantify this measure, it can be noted that consumers are 
still flocking to social workers, despite their relative high cost given 
their lower educational standards. It seems that consumers cannot 
justify a wide disparity in fees between psychologists and social 
workers (who have identical clinical privileges). but are willing to pay 
a premium to be treated by a medical doctor specializing 'is psychiatry. 

( 

In conclusion. it seems clear that the market for mental health services 
is governed by forces other than perfect competition. What appears to 
be a logical policy - the sanctioning of lower overhead competition into 
the market - backfired in terms of the expected cost containment ef­
fects. Instead of increased supplier competition for a fixed demand by 
consumers. an entire new source of patients appeared in the market. 
Instead of resulting in lower costs, both marginal and total costs 
accelerated as a consequence of the social worker legislation. 
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VISITS PER 1000 MEMBERS PER YEAR 

240 

220 Social Workers 

200 

180 
Psych iatrists 

160 

140 

Psychologists 
120 

100 

80 

60 

40 

20 

a 

1978 1979 1980 1981 1982 



Graph 2 

$1.80 

$1.60 

$1.40 

$1.20 

$1.00 

$0 HO 

$O.tiO 

$0.40 

$020 

--o 

COST PER CONTRACT PER MONTH 

-
1978 1979 1980 1981 

Psychiatrists 

Social Workers 

Psychologists 

1982 



Graph 3 
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TESTIMONY OF BLUE CROSS OF MONTANA 

IN OPPOSITION TO 

SENATE BILL 103 - SOCIAL WORKERS BILL 

Blue Cross of Montana opposes Senate Bill 103. Section 2 of 

that bill adds a mandated benefit for charges by social workers 

for outpatient benefits for Mental Illness. Alcoholism and Drug 

Addiction. This committee will remember that Blue Cross of 

Montana has been here before to testify where special interests 

have sought to add their professions to the list of providers 

of health care who are entitled to insurance policies or health 

membership contracts. 

Before I address the social workers bill specifically. I want 

to briefly touch on the whole issue of mandated benefits and 

the so called freedom of choice laws. Blue Cross of Montana is 

concerned about the rising number of these bills offered in 

each legislative session. and so should you be as members of 



the legisl?ture because the effect of the bills may be the , 

opposite of what you intend. We are not alone in these 

concerns. however. Attached to my testimony as Exhibit I is an 

article reporting on speeches to the Conference of Insurance 

Legislators (COIL) this fall. I invite your reading of that 

article, particularly the first four paragraphs. 

In addition to COIL, the National Association of Insurance 

Commissioners (NAIC) is becoming alarmed at legislatively-

adopted mandates. I have attached as Exhibit II to my 

testimony an advisory committee report to the NAIC. At page 5, 

the 5 recommendations for evaluating proposed and existing 

mandated benefits legislation point out problems that many 

people are thinking of. 

I want to talk about several of the five recommendations as 



they apply to the bill before you. using some of the questions 

found on pages 6 through 10 of the NAIC committee report. 

1. Does the mandated coverage meet a clear. unmet need by the 

citizens of the State? 

I believe all persons within the State have access to one 

of the other outpatient providers currently mandated by 

law. Exhibit III shows. for example. that we have in 

Montana 47 facilities providing outpatient alcohol and 

drug addiction benefits; one for nearly every county. In 

addition. scattered throughout the State are regional 

mental health centers available for our citizens. 

Exhibit IV is a list of who is currently licensed as 

social workers in the State. By my count. that list adds 



a potential 139 new providers to an already adequately 

staffed field. Those licensees live primarily in the 

metropolitan areas of the State, the same areas already 

being served. Many of those licensed social workers, of 

course, are currently employed for institutions which now 

provide outpatient Mental Illness, Alcoholism and Drug 

Addiction care. 

Does the State Department of Health recommend this 

addition? If so, Blue Cross of Montana is not aware of 

it. will the proposed benefit contribute to the quality 

of care? If so, Blue Cross of Montana is not aware it. 

Does this legislation meet a medical need or a broader 

social need? It is submitted that the medical needs of 

our citizens are being adequately served. This 



legislation fits a social need. As a social need, we 

question whether it fits into the role of insurance. 

There is only so much money to go to the payment of 

insurance benefits and, when you mandate a social need as 

eligible for insurance benefits, the insurance company's 

options may be to start cutting where available. The 

available area now is the area of medical needs rather 

than social. 

Who advocates this legislation? Providers or consumers? 

We suggest it is the providers who advocate the bill. How 

is the service being paid for now? The law already allows 

physician psychiatrists to prescribe services which 

include those of social workers where medically necessary. 

2. What is the cost impact of the legislation? Blue Cross of 

Montana does not know. We do know that the budget 



, ) director, in the fiscal note for House Bill 821 which 

would make alcoholism treatment and psychiatric services a 

mandated benefit under Medicaid, said of that legislation, 

"Expansion of Medicaid benefits into this area may have 

the effect on increasing Medicaid utilization 

substantially. Such an increase is impossible to predict." 

We also know that the services to be performed donlt just 

overlap services currently being provided. The result is 

more providers and more costs, not less. 

When insurance payments are guaranteed, a result is a 

phenomenon called "fee creep". Because insurance 

companies are required to pay, fees tend to go up to the 

point where they frequently approach that of medical 

doctors. 



You have heard reference to a report on the Champus 

experimental study on reimbursement of independent 

clinical social workers. I have attached a copy of that 

report as Exhibit V of my testimony because Blue Cross of 

Montana believes it is important you have the facts 

contained in that report. Several things are significant. 

Over one-half of the claims submitted were billed for 

amounts higher than allowed by the fiscal intermediaries 

(insurers). 

Even though over $457 thousand was supposedly saved 

nationwide. the social workers in Hawaii charged $94 an 

hour. which was $6 an hour more than that allowed to 

psychiatrists. An impact of that one state's claims 

significantly offset savings realized in all the other 



states. 

Claims for Montana were the 14th largest in the nation. 

out of 40 states with claims submitted. 

Table 5 of the report compares prevailing fees of 

psychiatrists and social workers. It shows in Montana. 

while psychiatrists charged $60 per hour. social workers 

charged $50. an extremely high charge for persons without 

medical credentials. 

3. What effect does the mandated legislation have on the 

State's ability to regulate insurers? It may be just the 

opposite of what you intend. 



The COIL article I enclose says, liThe increase in mandated 

benefits is causing an increase in self-funded plans which 

escape state regulation". The more you mandate benefits, 

the less able insurers and health service corporations are 

to compete with self-insured plans which do not have to 

have reserves and are not subject to state regulation or 

scrutiny. You could be buying into wholly inadequate 

protection for the employees of self-insured plans. 

Finally, who pays for mandated benefits? It is not the 

insurer or the health service corporation. It is the 

hard-pressed employer who buys over two-thirds of the 

contracts of Blue Cross of Montana in this State; the 

business which is already being pressed on all sides. Do 

you really want to add another requirement to those very 

small businesses who are telling us, "Enough Blue Cross; I 



cannot afford anymore dues; contain medical costs; don't 

increase them". 

Look at the editorial from Delaware that I have attached 

as Exhibit VI. Delaware's governor vetoed its social 

worker mandated benefit legislation after that article 

appeared. Look at the veto message of Governor Hugh Cary 

of New York attached as Exhibit VII. Governor Cary had 

the same concerns. 

During 1983 and 1984. over 500 bills to mandate coverage were 

introduced into state legislatures across the nation. an 

average of 12 per state. In the last 6 years. over 350 laws 

have been enacted dealing with mandated coverages. Our 

citizens. our subscribers. cannot afford to pay for many more 

of these gifts from you. I urge you to stop. I urge you to 

give a do not pass report for Senate Bill 103. 

Attachments 
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l,via.LL. WARNED ON HIDDEN DANGERS IN MANDATORY HEALTH CARE BENEFITS LAWS 

No matter how innocuous they seem When they are passed, laws mandating cer­
tain health care benefits often counteract cost-containment efforts -- even 
when they are presented as cost-effective. In addition, the increase in man­
dated benefits is causing an increase in self-funded plans which escape state 
regulation. More such laws are being passed in the states every day, but their 
effect on cost-containment and regulation is seldom perceived at the time of 
passage. 

The hidden costs of legislatively mandated benefits were revealed at the 
annual meeting of the CONFERENCE OF INSURANCE LEGISLATORS in Little Rock, 
Ark., by a state legislative employee and by two members of BLUE CROSS/BLUE 
SHIELD ASSOCIATIONS. Each of the speakers warned COIL members not to pass man­
dated benefits laws without severe scrutiny of their ultimate cost to the over­
all group. 

JOHN B. WELSH JR. of the OFFICE OF PROGRAM RESEARCH of the WASHINGTON STATE 
HOUSE OF REPRESENTATIVES, said most of the mandated coverage proposals are 
being pushed by provider groups to increase their clientele and to assure a 
steady flow of fees. 

"The third-party reimbursement system has been identified as the biggest 
culprit of the health care cost spiral," he said. "The patient is insulated 
from the true costs and the provider is given an economic incentive to maximize 
services regardless of cost benefits. This is the equivalent of a patient being 
offered an a la carte menu with the provider acting as his waiter and encouraging 
his appetite while the bill is being paid by someone else." 

LINDA LANAM of BLUE CROSS/BLUE SHIELD of Washington, D.C., pointed to 
another reason to hold the reins on mandated benefits. She said that an in­
creasing percentage of the health care marketplace is moving out of insurance 
and into the self-funded marketplace -- which means that the impact of mandated 
benefits lies only on the insured segment. She warned that this movement into 
self-funded plans also takes away state legislators' and regulators' control for 
that portion of the benefits marketplace by taking it out of the state insur­
ance regulatory system mechanism completely. 

Dr. JAMES M. YOUNG, vice president of BLUE CROSS/BLUE SHIELD OF MASSACHU­
SETTS demonstrated how mandated benefits for psychological and psychiatric care 
in his state increased dramatically the use of such services and thereby the 
overall cost of health care in the state. 

Mr. Welsh pointed out some of the reasons for the increase in mandated 
coverage proposals are the expanding definition of what health care is with 
health care becoming increasingly technological and new treatments and services 
appearing yearly; anti-physician sentiment, especially by non-mainstream pro­
viders; the expansion of the types of practitioners in the market; changing 
values and expectations of society; and incomplete coverages. 

The proposals, he said, fall into certain categories -- those that provide 
coverage for a very limited number of people; broad-base coverages, such as 
alcoholism treatment, those that attempt to use the insurance delivery system 
to address to social problem such as mandates to bring more people into the 
coverage program who would otherwise not be· in it; and those that bring in a new 
provider service, where a health care profession tries to use the insurance 
mechanism as a marketing stimulus. 

Mr. Welsh advised legislators to review mandate proposals to be sure they 
(Continued on Page 216) 
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are truly in the public interest. Analysis, he said, should be as objective as 
possible, especially in the legislative forum "where too often politics is the 
art of the possible." 

Ms. Lanam explained how state regulation is affected by mandated health 
benefits laws. She said that ERISA creates a preemption from state regulation 
of employee benefit welfare plans. State insurance laws affect only that portion 
of employee benefits that are fully insured, she said, and the self-funded 
portion is growing. She also noted that "no state insurance laws and almost no 
federal laws apply to the self-funded benefits." 

She said it may be necessary to consider allowing ERISA to pre-empt state 
regulation on the issue of benefit design (but not solvency regulation, market 
conduct or unfair trade practices enforcement) in order to enable the insured 
community to compete in the self-insured marketplace and to bring that portion 
of the marketplace under appropriate state regulation • 

. - She- a"sked t"he legislators to' look at the" 'i-ssue of mandate"d" b'enefits not just 
as individual pieces of legislation, and not just as provider-driven issues or 
public issues, but to decide whether they are the appropriate role for the state 
le~islature_a~d state regul~~or. 

Ms. Lanam also agreed with Mr. Welsh that mandated benefit proposals are 
increasingly provider-driven. "They are affected not by public or consumer in­
terest but all too often by the desire of providers to assure their payment 
through inclusion in the insurance coverage process," she said. In addition, 
she said, many arguments on behalf of these proposals are "encased in the cur­
rently" pop~lar health care cost-containment rhetoric." _ State legislators, she 
advised", mus't: -took at-the b~st int~res't of citiz"ens' and not just special in­
terest groups. 

According to Dr. Young, Massachusetts was confronted with the detrimental 
effects of mandatory benefits when the state decided to deinstitutionalize 
mental patients and at the same time, passed mandated benefits legislation to 
facilitate it. "Some of the results of this legislation were not foreseen," 
Dr. Young said. 

The mandate for mental health care was passed in December 1973 and applied 
to all contracts issued in the state after January 1976. The annual dollar 
amount:required.was c $500-ever a "12-month period for each individual insured. 
He pointed out that in MASSACHUSETTS the law requires Blue Cross and Blue Shield 
to be a non-profit insurance company that can insure only for health insurance 
and no one ~s denied. such insurance. He said some 3.5 million of the state's 
6 million residents are covered by Blue Cross-Blue Shield. 

-Dr. Young showed how the use of psychological services in Massachusetts has 
grown since the mandate, with the implication that in many cases it is over-
used and unnecessary and has raised the cost of health care for the entire group. 

He said that since mental illness needs the participation of the patient 
and the therapist in order for the patient to show progress, "there is a signifi­
cant advantage if there is a participation in a co-insurance plan, as well. 

He- acfvised' "the legislators to not mandate coverages but instead to mandate 
their offering. "This is a time of free choice. Don't bend to the individual 
special interest. groups. Resist them: Do what is best for the overall group. 
We will be far better off if you do. "t' (National Underwriter, 11-30-84) 
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I INTRODUCTION 

The health care financing world has changed considerably 

SInce Congress established the Medicare and Medicaid pro­

gramS in 1965. Three major factors contributing to the change 

are the prevalence of two-worker households, the proliferation 

of health benefit plans with comprehensIve health care coverage, 

and the continuing escalation of health care costs. 

For economic reasons, the focus of concern anong public policy 

makers, employers and insurers has shifted from removing finan­

cial barriers to care to containing the costs of care. Indeed, 

much of the competition in the h~alt~ serVIces and health 

benefits markets now revolves around the abIlity to contaIn 

costs. The steady growth of HMOs, the recent exploration of 

preferred provider arrangements, the increased popularity of 

cost sharing, and the prolIferation of ambulatory surgery, 

utilization review and other programs testify to employer, 

Insurer, and provIder commitment to try new approaches to cost 

control. Health benefit plans which are not subject to state 

regulation of their benefit design are free to Implement new 

approaches to cost control, I'thIle eXlstlng state laws often 

stand in the way of health carriers adopting the same initIa­

tIves. 

Several recent polls IndIcate a majorlty of consumers medical 

cos t cant alnment th rough health bene f 1 t des Ign, and there 
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there is evidence of a strong demand on the part of employers 

for plan changes implementing cost containment mechanlsms. 

Insurers' faIlure to meet that demand can result in more employ­

ers electing self-insurance. 

As state governments evaluate policy options, it is impor­

tant that the rapIdly changing nature of health care delivery 

and fInancing be recognlzed. Otherwise, we risk adoptIng poli­

cies conceIved when competition was not a signIficant factor in 

health care cost contaInment and perhaps in the process, inhlb­

itIng the effectiveness of competItion as a restraInt on health 

care costs. 

Health care cost contaInment measures should be addressed to 

factors that WIll result in the greatest overall saVIngs. 

For example, we know that hospitals account for more than 40?a of 

the national health 't:are expenditures. Those expenses are, 

therefore, a logical target for cost control imtIatives. 

However, any such inItlatlves should be designed so that they do 

not consume, through cost of admlnistration, much of the cost 

saVIngs to be effected. 

ThIS report discusses cost sharing and nonauplicatlon of 

benefIt payments as health care cost contaInment mechanIsms. We 

also focus on crlterIa to assess and evaluate new and eXIstIng 

mandated benefit leglsiation. 
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II SmMARY OF RECCU1ENDAnONS 

A. The NAlC should adopt as part of its health care cost 

containment policy the following criteria for evaluating pro­

posed and existing mandated benefit legislation: 

1. The legislation fills a clear. current need. 

2. The short term and long term costs to consuners and to 

total health care expenditures are measured. 

3. Overutilization which may result from passage of 

the legislation can be minimized. 

4. The mandated benefit does not create an unfair market 

disadvantage to insurers motivating group t:olicyholders 

to self-insure. 

S. Whenever possible. the need should be filled by 

mandating availability of the coverage. rather thap 

inclusion in all plans. 

B. The NAlC should urge state insurance comr:li.s:sioners to employ 

the criteria in reviewing proposed and existing mandated 

health benefit plan legislation and regulations; and the NArC 

through its liaison with ceIL and t;CSL should recor::nend t..~at 

those organizations adopt the criteria for use in evaluat­

ing such legislation. 

C. Cost sharing through particular deductibles. copayments. or 

coinsurance should not be a mandatory part of health insurance 

policies. Market forces should be relied uFCn - to introduce 

specific forms of cost sharing. 
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D. Where duplication of benefits from any source exists, 

benefits paid should not exceed 100~ of covered expenses. 

E. Conslderation should be given to development 0 f a system 

under which aggregate benefit payments can be limited to less 

than 100ro of covered expenses. 

F. Implementlng steps, including consideration of statutory 

and regulator.y changes necessary to accomplish 0 above, should 

be defined. 

G. A study and report should be made on the feaslblllty of a 

health claims index for the purpose" of Tacllltatlng nondupll­

cation of beneflts payments, and to aid in dlscovery of fraud 

before payment IS made. 

III MANDATED HEALTH BENEFIT PLAN LEGISLATION 

For purposes of this report we refer to laws affectIng mandated 

benefits, cost sharIng and nondupllcatlon of benefits payments 

as mandated health beneflt plan leglslatlon. Mandated benefIts 

leglsiatlon requires offerIng or extendlng coverage for partICU­

lar dIseases, for types of treatment and all1ed health profes­

Slons, or for a speclfied level of coverage. t~andated cost 

sharIng legIslatIon would requlre state regulated health care 

flnanclng to Impose on the Insured specIfIed deductibles, 

COInsurance or copayments. Mandated nondupilcatlon of benefIts 

leglslatlon would attempt to reduce dupllcatlon of .benefIts 

payments by reqUIrIng, for example, COB prOVISIons In all health 

Insurance polICIes. 
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M:>st people have their primary health insurance through employee 

benefits. Therefore. the ERISA preemption issue is of prime 

importance in any discussion of mandated health benefit plan 

legislation. 1.1 If such laws are preempted by ERISA. their 

application and supposed Pl:0tections will be limited primarily 

to those covered under non-employment plans. If. on the other 

hand, ERISA is determined not to preenpt such laws, the combined 

effect of mandated health benefit plan legislation may be to 

accelerate the trend to self- insurance. leaving mre and more 

people unprotected by insurance regulation and defeating the 

purpose of the legislation. 

Mandated health benefit plan legislation oay have other undesir­

able effects. Mandating certain feat:ures in employer-employee 

group policies interferes, perhaps impermissibly, with the 

collective bargaining process. 2/ . Mandated health benefit plan 

legislation may add to the cost of insurance coverage, thereby 

adding to affordability problems for many. Such legislation 

often frustrates health care cost contain~ent and deprives 

consuners of deCiding which coverages are !:lost appropriate and 

affordable to them. Too, the added costs of administration 

resulting from the need to prepare and file mult:iple JtX)licy 

forms confoming to diverse requirements of the various states 

add to the econonic argunents for applying careful analyses 

before proposing and enacting mandated health benefit plan 

legislation. 
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A. M.AJ-,"TOATED BENEFITS LEGISIATION 

In the past twenty years, there has been a dramatic increase 

in legislation introduced to mandate the kinds of institu­

tions insurers, hospital and medical service plans, and other 

third parties must pay for patient care, the types of treaonent 

and specific diseases which must be covered, the health care 

personnel who are to be paid for their services, and the level 

of coverage to be provided. For purposes of this report, we 

view mandated benefit legislation as falling into three general 

categories: (1) laws mandating payment for the service of 

specific providers, either institutions or~ndividuals; (2) laws 

mandating coverage of specific illnesses or treatment methods; 

and (3) laws mandating specific coverage levels. 

The· advisory committee has not attempted to stooy the effects on 

costs of particular benefit or provider mandates. 11 It is felt 

that time constraints preclude a meaningful cost analysis. For 

a thorough discussion, however, of the cost impact of mandated 

benefit legislation, see Larson, Mandated Health Insurance 

Coverage -- A Study of Revi~.; Mechanisms, Report to the Bureau 

of Insurance, State of Virginia 1979 ("Larson Report" herein). 

The Larson Report suggests that the long-tern effects of 

state-mandated benefits are sometimes harmful, rather than 

helpful, to the groups they are desiiSned to protect. It 

proposes that they receive close scrutiny prior to enactr.'lent 
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and suggests the appllcation of unl form evaluation cn tena 

to each mandated benefit proposal. The report views adop­

tion of the criteria as "an absolutely critical component" 

of the legislative process. 

We concur and recommend the NArC adopt as part of its medical 

cost containment policy the following for evaluating proposed 

and exist1ng mandated benefit legislation. Three of the criter­

ia are suggested in the Larson Report, along with questions 

illustrating what must be analyzed in order to perform a thor­

ough evaluat1on. We add two criter1a suggested by our analysis 

of the current health care financing marketplace. 

1. Unmet Need - Whether It be a mandated coverage or 

payment of new pract1tloners I serv1ces, the ratlonale 

usually 1S that a segment of the popul at ion does not 

have necessary access to medical care or suffers an 

unnecessary financial hardship 1n the purchase of such 

serV1ces. Some of the issues to be considered 1n 

determIn1ng whether there is a clear unmet need include 

the following: 

a. Current geograph1cal d1str1but1on of pert1nent 

prov1ders/health care personnel. 

b~ What are other alternatives to meet1ng the IdentI­

fIed need? 

c. What are the findIngs, If any, of the State Health 

Plann1ng Agency and the approprIate Health Systems 

Agenc1es? 
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d. How will the prop::>sed benefit contribute to the 

quality of patient care and the health status 

of the populace? 

e. Is this a medical or a broader social need and 

does it fit in with the role of health insur­

ance? 

f. Is proposed mandated benefit legislation advo­

cated by providers or consumers? What are consum­

er attitudes regarding the need for this legisla­

tion? 

g. How is the service being paid for nDW? 

h. What evidence and/or experience in oth.er states 

is there to demonstrate the likelihood of achieving 

the stated objectives of meeting a consuner need? 

2. Cost Impact - This rust be analyzed in tems of addi­

tional premiun expense to consuners and the ir.lpact on 

total health care expenditures. 

a. What is the projected utilization of the service to 

be covered by the nandated benefit over the next 

five years? 

b. ~That are the anticipated fees/rates for the 

next five years and how do they compare with 

alternative providers? 
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c. What is the estlmated increase in lnsurance 

premlums for the proposed benefit over the next 

five years? 

d. What is the probable magnitude of the impact 

on the total health care expendltures? 

3. Control Overutllization and Costs/fees - Given the 

already alarming inflation in cost of medlcal care, 

changes in coverage or payment of new practitloners 

must be accompanied by measures to mlnlmlze unnecessary 

utilizatlon and exceSSlve growth of costs. ThlS 

chiefly pertains to payment of new practltloners. 

a. How will non-physicians be relmbursed: fee-for­

serv lce, costs, 0 r other; and WhlCh one minl­

mlzes costs? 

b. Wlil the appropriate professional organization 

maintain a "reglstry" with standards to assure 

a hlgh degree of clinical proflciency? 

c. Is the quallty of services proposed to be offered 

by non-physlcian practitioners an acceptable 

substitute for, or better than, that delivered by a 

physlclan? 

4. Mandated beneflt leglslatlon should be appllcable to 

all payors, includlng self-insureds. 
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To this end the ERISA preemption issue must be re­

solved. The extent to which the proposed mandated 

benefit will motivate group policyholders to self­

insure to avoid the costs of the benefit should be 

identified. 

Can the problem be solved by mandating availabilitv 

of the coverage, rather than mandating inclusion of 

the coverage in all plans? !:.! 

In conclusion, we recommend that the NAIC urge states to 

analyze and evaluate existing and proPJsed mandated benefit 

legislation using the criteria Suggested in this report, and 

other criteria evolving frem the evaluation process. Should 

the legislature determine that the proPJsed mandated benefit 

meets the first four criteria, then rather than mandate its 

inclusion in all policies, it should consider mandating its 

availability. This will be less disruptive in the health care 

financing marketplace. 

B. MANDATED COST SHARING 

Cost sharin~ attempts to directly place the responsibility for 

cost consciousness on the consuner. It takes several forms: 

a. Deductibles, Vlherein the individual aSSUMes the 

responsibility for costs up to a stated dollar amount. 

b. Coinsurance, wherein w'1e individual 2ssunes resnon­

sibility for a specific percentage of the cost for 

services. 
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c. Copayment, wherein the individual assunes responsi­

bili ty for a specific amount, but not the total 

cost, for specific services. 

Cost sharing as a health care cost containment mechanism is 

offered on the theory that cost sharing will motivate consuners 

to make informed health care decisions, thereby deterring 

unnecessary or inappropriate utilization. 

The response to that theory is that regardless of cost sharing, 

most consuners do not make the health care decisions after they 

have sought care, particularly for the most costly health care, 

and they also lack sufficient lmowledge and information to make 

those decisions. If that is so, cost sharing ~.;ould not have the 

desired effect of reducing the unnecessary use of medical 

services. It ~uld only shift health care costs to conStr.ler~. 

It TMJuld also place a disproPJrtionate burden on low income 

people who would have to pay a higher percentage of their income 

on health care costs. 

Other arguments in oPPJsition are that cost sharing also inter­

feres with the concept of preventive health care and enployee 

health awareness while not preventing hospitalization costs, 

where utilization and expense factors are the highest. If a 

deductible or copayment is large enough to reduce health care 

expenditures, it may also be large enough to discourage seeking 

preventive and primary care and nay be socially unacceptable. 

If small enough to be SOCially acceptable. it may not be large 
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enough to discourage incurring unnecessary medical expenses, 

serving only to reduce the premium and having little or no 

impact on the costs of health care. 

There is evidence that cost sharing requirements, if large 

enough, will reduce utilization. One approach is to rede­

sign or modify health benefit plans providing first dollar 

coverage to bring employees into the payment system, as did 

U.S. Steel When it established a deductible payment similar 

to Medicare and experienced an 18% decrease in hospital admis­

sions. There appears to be a trend to cost sharing in group 

plans.51 

But statistics on the decrease in utiliza tion, or the increase 

in market demand for cost sharing should not be used as a 

rationale for mandating changes in existing benefit plans. 

Although the interim results of the Rand Study §j indicate that 

full coverage leads to more people using services and to more 

services per user, it is important to note that the study 

indicates that medical expenditures after admission to the 

hospital did not differ significantly be~veen plans studied. In 

addition, data are insufficient to determine whether higher use 

by persons with free care is unnecessarY care, or whether lower 

use by those with income related catastrophe coverage reflects 

failure to obtain necessarY care. 

The National Center for Health Services Research, a division 

of the Departnent of P.ealth and Human Services, perforoed a 
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st:u:iy and reached the conclusion that deductibles and coinsur­

ance as they relate to the Reagan Administration's tax cap 

proposal 'NOuld reduce coverage for health. expenses. such as 

dental and vision care. rather. than reducing inpatient medical 

expenses. 7/ 

The Advisory Committee recommends against mandating cost 

sharing through deductibles, copayments or coinsurance for 

health insurance policies. 

recormnendation are: 

Our primary reasons for this 

1. This issue is a critical collective bargaining issue; 

2. Such a mandate may motivate ~roup policyholders to 

self-insure to avoid the mandate; 

3. We lack reliable data on the effectiveness of cost 

sharing as a health care cost contaiment initiative; 

4. Cost sharing can inhibit seeking necessary primary 

and preventive health. care; and 

5. The health care financing market has been and is 

responding to demands for cost sharing. 

C. r/.ANDATED :mNDUFLICATION OF BE7EFITS 

The extent of duplication of payr::ents by grOl:p health plans, 

individual health plans, and casualty insurance is difficult 

to isolate for a statistical demonstration because there is 

no methodology in existence t,+lich t~"Ould feasibly allow quantifi-

cation. Those studies wnich have been done indicate clearly 
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that there is considerable duplication and that in the larger 

claims particularly, the claimants are reimbursed at substan­

tially more than 100% of their expenses. §j 

According to a survey done in the sumner of 1983 by the NAIC, 

however, some regulators take the position that having paid 

a premium for a benefit, the insured should receive that 

benefit even if it results in payment exceeding 100% of covered 

expenses. It should be recognized that this position may 

encourage overutilization of health care. To the extent this 

factor contributes to escalating health care costs, it should be 

neutralized. We do not have statistics to measure the degree of 

overinsurance, nor a definition of overinsurance. We only state 

that it is not in the public interest to allow patients to make 

a profit on health care financing. 

We recommend the task force consider the policy that where 

duplication of benefits fro~ any source exists. benefits 

paid should not exceed 100% of covered expenses. Considera­

tion should also be given to develo~ent of a svstem under which 

aggregate benefit pavnents can be limited to less than 100% of 

covered expenses. 

Either policy will reauire removal of inhibitions prohibit­

ing coordination of benefits ar.:ong all payers. Such inhibi­

tions ~xist according to the state survey submitted at the 

September meeting by the ::AIC erB Task Force. The .-\dvisory 
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Committee stands ready to help define those steps, including 

consideration of statutory and regulatory changes, necessary 

to implanent either policy. 

The Advisory ComtDi ttee further recOr.nlends the NArC authorize a 

study of a mechanism which has the potential to pror:rotl v discov­

er and identify claims for duplication of benefit pavments 

for a given accident or illness. That mechanism is a health 

insurance claims index, or loss register. All health insurance 

claims exceeding a threshold amount YXluld be reFOrted to that 

index with a request for infornation concerning any pending 

health care payment claims from other insurers. The reFOrting 

YXluld not include the amount of payment.. t=-eqUested ,or !!lade, but 

only the fact that a claim was made. If a second insurer 

reported to the index, both ~uld receive notification that a 

claim for expenses arising out of an accident occurring on the 

same day, or treatment or hospitalization covering the same 

period, was pending with another insurer. The insurers ~uld 

then communicate with one another for inforrna~ion necessary to 

coordinate the coverages. 

For a small fee each ~vould L:I1cover po~ent:ial duplication 

of benefits payments and increase t.'1e accuracy of COB greatly. 

Another incentive is the discovery of insurance speculation and 

frau:! before claim payment is r.1ade. 

A threshold for reporting claims should be set at a level to re­

duce ~'1e number of claims reported, and at che SaMe time to 10-
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cate most of the duplication of benefits. While it is true that 

on a computerized system it is possible to report all health 

insurance claims in the United States, the purpose for reporting 

sbJuld be kept in mind. Banks report every banking transaction 

that is made every day, and credit it to a named account. That 

is essential to the operation of their business. However, the 

reason for reporting health insurance claims to a single source 

is to discover duplication of benefits. There should be a 

threshold which is cost-effective and it should change as the 

medical price indices fluctuate. 2/ We recomend the amount of 

the threshold be determined by the index managers. 

The use of a health insurance claims index could have an addi­

tional beneficial effect. If a subscription to the index were 

conditioned upon acceptance of the NAIC Coordination of Eenefit 

prOVisions, it ~uld accomplish t:'MJ salutory aims. The first 

v.ould be to speed up claims handling by establishing a universal 

order of health care expense benefit determination among the 

payors subscribing to the index. The second would be the 

powerful incentive for acceptance of COB guidelines by those 

third-party payors wnich are outside the reach of state regula­

tion. This is r.Jore than conj ecture. At present, hundreds of 

self-insured employers subscribe to the AIA third-party liabili­

ty index. They do so on a voluntary basis, for the ptlr1:Ose of 

reducin~ their health care exnense payments. 

The degree of usefulness for such an index, and the degree 

of incentive it would provide to establish a uniforn order 
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of medical expense benefit determination ~uld de~d primarily 

upon its cost-effectiveness. We recommend a feasibility study 

be undertaken to dete~ine the following: 

a. Are there data organizations with the capacity to establish 

a health insurance claims index? 

b~ What threshold for repJrting should initially be enployed? 

c. What types of health insurance claims should be excluded? 

d. Should the reporting be national or regional? 

e. Should the reporting be mandated by law, or voluntary? 

f. What ~uld be the costs and anticipated savings? 

g. How can it be used to discover insurance fraud? 

Lastly, the Advisory Cor.mlittee offers its contbued assist­

ance to the Task Force in exploring the feasibility of a 

health claims index. 
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Footnotes 

1/ §514(a) of the Employee Retirement Income Security Act 
of 1974 (ERISA) preempts state laws that "relate to" employee 
benefH plans [29 U.S.C. 1144(a)]. The "savings clause," 
§514(b) exempts from preemption state laws regulating insur­
ance, banking, or securities [29 U. S.C. 1144(b) (2) (A)]. 
The "deemer clause" provides that employee benefit plans and 
trusts established under such plans shall not be deemed to 
be an insurance company or engaged in the buslness of Insurance 
for purposes of any state law purport ing to regulate insurance 
companies or. insurance contracts [29 U.S.C. 1144(b)(2)(B)]. 

Slnce lts passage In 1974, §514 has generated much l1tigation 
seeking clan fication of the inter-relationshlp of the proVl­
Slons. In May 1981, the U. S. Supreme Court affirmed an appeals 
court decIsIon that §514 preempted a New Jersey statute prohlb­
Itlng the offset of prIvate pension benefIts by state workers' 
compensation payments Alessl Y. Raybestog"-Manhattan, Inc., 451· 
U.S. 504, 519, 68 L. Ed. 2d. 402, 101 -5-.-Ct. 1895 (1981). The 
court made It clear that the phrase "relate to any employee 
beneflt plan" In §514(a) IS to be interpreted broadly. In 
June, 1983, the Supreme Court decided Shaw v. Delta Aullnes, 
Inc., 77 L. Ed.2d 490, 51 U.S.L.W. 4968, 103 S.Ct. 2890 (1983), 
broadenIng the extent to which ERISA preempts state laws "relat­
ed·to" employee benefIts, reaffumlng the preemlnence of federal 
Interests over state Interests, and reIterating ItS posltion 
that Congress had ne~ated the decision In General Electric 
Company v. Gilbert, 429 U.S. 125, 50 L. Ed. 2d 343, 97 S. Ct. 
401 (1976). The Supreme Court has not, however, definltIvely 
determlned whether ERISA preempts the appl1catlon of mandated 
benefl ts leglslation to employee beneflt pl ans \~hICh prOVIde 
beneflts through a contract wlth an Insurer subject to regula­
tion by a state Insurance department. 

FollOWIng AlesSI, lower courts have applIed the broadened 
scope of ~514 to varIOUS employee benefIt plan sItuatIons 
WIth varYIng results. State laws requIrlng health Insurance 
polICIes to cover certaIn servIces or prOVIde speCIfic benefIts 
have been held preempted by ERISA In General Spilt Corp. II. 

MItchell, 523 F.Supp. 427 (E.D. ~/IS. 1981) and, most recently, 
In MIchIgan Unlted Food and CommercIal Workers UnIon Y. Baer­
waldt, No. 02-73021 (E.O. HICh. ·1983). 
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In General Split, the court determined that ERISA preempted 
applIcatIon, to self-funded plans with stop-loss coverage, 
of state laws mandating a converSIon privIlege and estab­
lishing a health insurance r1sk pool. The Michigan United 
case involved a state law requiring that group polIcIes Include 
certaIn coverage for substance a~use treatment. 

But, in Ins. Com'r. of State v. Metropolitan Life Ins. , 296 Md. 
334, 463 A.2d 793 (Md. 1983), a state law mandatlng certain 
coverage in 'health insurance policies, including coverage for 
pSychotherapy services, was held to be a law regulating insur­
ance, and not preempted by ERISA. Similarly, in McLauohlin v. 
Connecticut General life Ins. Co., 565 F .Supp. 434 (N.D. Cal. 
1983), state rules for constru1ng the implied covenant of good 
fa1th and fa1r dealing were deemed to be laws regulating insur­
ance, and not preempted by ERISA. 

~/ See, for example, Michigan Unlted Food and CommerCIal 
Workers Unlon v. Baerwaldt, supra, In WhlCh the court stated 
that a M1chIgan law requInng that· a q1'oup Insurance policy' 
Wh1Ch provldes a specified level of benef!!S for substance abuse 
treatment "dIsturbs a mandatory subject of collectIve bargaln­
Ing; namely, the provisIon of health benefits. Because of its 
effect, It must be preempted." 

3/ There are a number of studies on the Issue of second surgI­
cal op1nions. One of thtffil (Paul M. Gertman,· M.D., Debra A. 
Stackpole, R.N., et aI, "Second Opimons For Electlve Surgery", 
The New Enoland Journal of MedicIne 302: 21 1169) was conducted 
In Massachusetts followIng leglslatlon on second surgical 
opInIons. It IS significant that coverage was still afforded If 
the second opinion recommended agalnst surgery. The fust law 
on the subject developed in New York would have denIed payment 
if the second op1nion was negatIve, and that law was declared 
unconstItutlonal. MedIcal Soc. of N. Y. v. TOla, 560 F .2d 535 
(N.Y. 1977). 

Seventy-seven percent of the covered patIents partICIpated 
in the second OpInIOn program. Of 1,591 partlclpatL"ng patIents 
who had recel\'ed a recommendatIon for one of the elght speclfled 
types of surgerles, 123 receIved a recommendation agaInst any 
type of surgery In the second or third opInIon sought. A 
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benefit-to-cost analysis was performed for one of the 8 proced­
ures. The benefit-to-cost assessment showed $61,994 in benefits 
saved at a cost of $27,354 in procedures attr1butable to second 
and third surgical opin1ons for that procedure. Even in this 
careful study of costs and benefits, the "costs" studied did not 
include pat1ents' out-of-pocket costs, costs for d1agnostic 
procedures performed by second and third opinion consultants, 
the cost of the Department of Public Welfare's staff time 
devoted to admin1stration of the program, and any cost of 
subsequent med1cal treatment for patients who d1d not undergo 
surgery because of the program. Nor d1d the benefits Include a 
measure of a reductlon 1n the number of surgeries proposed due 
to the eX1stence of the second surgical. opinlon program. The 
authors cite one study (McCarthy E.G. and Finkel M.L., "Second 
Opinlon Electlve Surgery Programs: Outcome Status Over Time," 
Med Care, 16 (1978): 984-94 showlng that 18.2% of patients 
confumed for surgery would have no operation, and 37.4% of 
those not confirmed by a second op1n1on would have surgery. If 
true In the Massachusetts Medicaid study, thlS would have 
greatly reduced the savlngs, If It did not-ellminate the savings· 
altogether. 

Whlle some studies show second surg1cal opinlons can reduce 
costs, thlS study Indlcates they don't rellably reduce costs In 
all cases. It should be left to the contracting parties to 
evaluate the potential savlngs In their case, and to tallor the 
program to achleve those savlngs. 

Concern1ng coverage for.outpatlent serVlces on the same basls as 
inpatient serVlces, there are studies indlcating that most 
testlng, and perhaps 20% to 40% of surgical procedures, can be 
done safely on an outpatlent rather than Inpatlent basis. Those 
and other studles measure the sav Ings that can be attained on 
any glven procedure. (Magerlein, David 8.; "New Systems Can 
Mean Re al Sav 1ngs," Health Finance Management, (~1ay 1980) 
32(5):18). The important factor mlsslng from the studles is the 
Increased utilizatlon of those procedures If they are covered by 
Insurance on an outpatlent baS1S in the same manner as Inpatlent 
serVlces. Unless there are adequate controls to prevent over­
utlllzation of outpatlent testIng and surgery, or to reduce 
Inpatlent utlllzatlon, antlclpated savings mlght not material­
lze. At thlS pOlnt in development, we are unaware of any 
avallab Ie controls over outpat lent ut llizatlon whlCh could be 
leglslatively mandated. 

4/ Mandated avallablllty IS conslstent wlth a report commlS­
sloned by the Federal Trade CommlSSlOn dlscusslng alternatlVe 
serVIces to those furmshed by 3 phYSICIan or hospItal. The 
authors recommend that "where legislat lve and regulatory Inter­
ventIons are Involved, they should be dIrected at removing 
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obstacles to market entry and fau competltion for non-tradl­
tional providers as opposed to guaranteeing thelr inclusion in 
pr ivate insurance." . Lazarus, Levine, and Lewin for the rederal 
Trade Commlssion, Competition Among Health PractitIoners: the 
Influence of the Medlcal Professlon on the Health Manpower 
Market; Vol. 1: p. V-II (February 1981). 

5/ In several 1983 surveys of employers, about one-third of 
those respondIng have recently acted to increase cost sharing, 
and substantlally more are considering such actions. Wilham 
Mercer, Survey Employee Beneflt Plan ReVIew 5 (Aprll 1983): 
324-1. Overall 33% of 1420 respondents reported instituting or 
ralsing cost shanng. However, of those companies employing 
more than 25,000 employees, 49% reported taking such action. 

Nahonal Assoclation of Employers for Health Care Alternatnes 
(NAEHCA), Survey Employee Benefit Plan Review 5 (July 1983): 
324.-9. NAEHCA surveyed 308 of the largest u.S. employers. 
There were 165 responses. About hal f of these had redesIgned 
thelr benefits plans recently. Of these, 53~~ lncreased deduc­
tlbles and 25~~ lncreased cOlnsurance. HewItt ASSOCIates Survey 
Employee Beneflt Plan RevIew 5 (September 1983): 324.-11. 

In July of this year, Hewltt conducted~ 'telephone' survey of 22 
major industrial corporations on changes that had recently been 
made or were about to be made to lncrease the cost-effectIveness 
of medIcal benefit plans. Nine compames had recently made 
changes and twelve companIes were consider1ng maklng changes. 
rour of the nlne had changed the deductibles and three of the 
twelve were cons1derlng ra1sIng deductibles. 

6/ J. P. Newhouse, et a1. "Some Interim Results From a Con­
trolled Tnal of Cost Sharing in Health Insurance," The New 
England Journal of Medic1ne 35I( 25) (December 1981): 1501. 

7/ NatIonal Center for Health SerVIces Research, a division of 
the Department of Health and Human SerVIces. Variatlons 1n 
Health Insurance Coverage: Benef1ts ... s. Prem1ums. The survey 
class1f1ed data on employer prov1ded health Insurance for 
58.3 mIll10n employees accord1ng to the extent of coverage and 
annual premIums. The data 1ndicated that the most generous 
employer pald health 1nsurance plans prOVIde coverage for 
smaller, health expenses and reduce the employees' front end, 
out-of-pocket llabilltles. The least affected area was then 
protectIon agaInst very large, clearly catastrophIc expenses. 
Seventy-two percent of those covered by the health insurance 
were not requIred to pay any deductIble or copayment for 
sem1-prIvate hOspItal rooms whIle 6% were reqUIred to pay 
only a deductIble. PhYSICIan benefIts were less comprehen­
SIve, WIth 60% of the employees haVIng benefIts wIt.h both a 
deductIble and a COInsurance rate of 20% or more. Only 8% 
had complete out-patIent phys~cIan coverage WIth no deduct­
Ible or copayment. 
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-s/ Report of the Duplication of Benefits Task Farce, by C. 
Robert Wleselthler, Chauman (HIAA January 1983) Sec. J, 
Extent of Duplication, quotes from three claims surveys showing 
44~ excess reimbursement in multiple coverage claims in 1959-
1963, and 45~ excess reimbursement In multiple coverage claims 
In 1980. The Task Farce estimated that 4ro of prlvate health 
Insurance benefits represent duplication of auto insurance 
medlcal benefits only. USlng 1980 dollars, this 4% represents 
same 2.8 billion dollars in duplicated benefits. Although they 
developed no dollar estlmates, the Task Farce found "there also 
appears to be a significant level of duplication as a result of 
multiple indlvidual policies, or a comblnation of indlvidual and 
group health insurance." 

9/ Concernlng the level of the threshold, a survey in 1980 
by Prudential Insurance Company Indicated that mast dupli­
catlon of benefits involved group health insurance and was 
concentrated in claims wlth beneflts in excess of $2,000. 
An AIRAC closed clalms survey 1ndicated that 1n accident 
cla1ms, for claims under $1,000, only 20% of the claimants 
actually used a collateral source; but for claims aver $5,000, 
53% actually used a collateral sour~e. -All-1ndustry Researctt 
Adv1sory Comm1ttee, AutomobIle In-url~-and Thelr CompensatIon 
1n the United States, Val. 1, p. 124-5 March 1979). 

.. 



HOW DRY WE ARE 
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Numbero. 
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15 
47 
15 
35 
14 
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1,433 
1,826 
1,702 
2,368 

927 

Idaho 
Montana 

North Dakota 

South Dakota 

Wyoming 

Inpatient 

218 
300 
354 
468 
254 

Outpatient 

1,215 
1,526 
1,348 
1,900 

673 
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.. ':" .. 

Percent 
UUllzation 

67.1 
91.1 
85.0 
71.3 
83.1 

Source: AlCOhol, Drug Abu .. , and Mental HaaIth Administration 
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MT BOARD OF SOCIAL WORK EXAHINERS 

Nancy J. Adams 
Montana House 
422 N. Main 
Helena, MT 59601 

Donald Ackerman 
212 W. Corcoran 
Lewistown, MT 59457 

#24 

l~l 06 

Lorna S. Ames #25 
Yellowstone Co. Resource Dept. 
3021 3rd Ave. N. 
Billings, MT 59101 

C. James Armstrong #26 
V.A. Medical Center 
Ft. Harrison, MT 59636 

Baccheschi, Gail M. #107 
1857 Carolina 
Butte, MT 59701 

Bacheller, Annette J. #108 
, 1126 Cook 
~ Billings, MT 59102 

Jean D. Spangler Ballou #27 
Western MT Reg. Cornrn. MHC 
T-9 Fort Missoula Rd. 
Missoula, MT 59801 

Greg G. Barsisch #28 
Mental Health Services, Inc. 
512 Logan 
Helena, MT 59601 

Cindy D. Bartling #29 
Friends to Youth 
212 W. Spruce 
Missoula, MT 59802 

Susan H. Barton #23 
Svl MT MHC 
512 Logan 
Helena, MT 59601 

Sue Bennett #109 
Box 125 
Helena MT 59624 

- Ruth Beskin #30 
Life Development Center 
1207 Mount 
Missoula, ~1T 59801 

LIST 

Mary G. Black 
Deaconess Horne 
500 S. Lamborn 
Helena, MT 59601 

Claudette Bohannon 
SBHHJ!./Mental Health 
USAF Hospital 
Castle, Castle AFB 

Gary C. Bounous 
114 Grand Ave. 
Billings, MT 59101 

Alice Burford 
1114 N. 29th St. 
Billings, MT 59101 

#31 

#32 
Clinic 

CA 95342 

#33 

#34 

Richard L. Butcher #35 
Billings School District #2 
2821 Augusta Lane 
Billings, MT 59102 

Joseph W. Cahill #36 
2781 Phyllis Circle N. 
Billings, MT 59102 

Michael C. Cantrell #37 
Billings School District #2 
101 10th St. W. 
Billings, MT 59101 

Michael Cap1is 
Lewis & Clark Co., Dept. of Human 
316 N. Park 
Helena, MT 59601 

Judith Carlson #113 
408 Washington Dr. 
Helena, HT 59601 

Ada H. Casazza f,38 
333 Baker Ave. 
Whitefish, MT 59937 

Leslene T. Cassel #39 
3412 Sequoia Lane 
Billings, MT 59102 

Charles J. Cerny #40 
1101 26th St. s. 
Great Falls, MT 59405 

Nona Chambers #139 
716~ E. Third St. 
nn~~nn~~ M~ ~Q7" 



.. 
~ Francis W. Clark 
~ 3916 Timberlane 

Missoula, MT 59802 

#110 

.. Margaret L. Conlin #13 

.. 

.. 

.. 

.. 

.. 

MT Deaconess Medical Center 
1101 26th St. South 
Great Falls, MT 59405 

Mary B. Cordingley 
42 Prospect Drive 
Great Falls, MT 59405 

Linda S. Crummett 
Mental Health Center 
1245 N. 29th 
Billings, MT 59101 

Nilson V. Curlee 

#111 

#41 

#42 
Deaconess Home for Children 
500 South Lamborn 
Helena, MT 59601 

Robert L. Deaton #112 
2710 Mulberry Lane 
Missoula, MT 59801 

.~ Andree A. Deligdisch #6 
Golden Triangle MHC 
P.O. Box 3048 
Great Falls, MT 59403 .. 
Wayne E. DeTienne #43 
MT Deaconess Medical Center 

... 1101 26th st. South 
Great Falls, MT 59405 

Joanne K. Dixon #44 .. 1274 Mc:·1anr:any Dra';v 
Kalispell, NT 59901 

.. Sally Ellison #45 
5939 Kier Lane 
Helena, MT 59601 .. 
Frank Erickson 
PHS Indian Health Center 
P.O . Box 67 .. Poplar, MT 59255. 

William Evans 
life 555 Fuller 
~.,.elena, MT 59601 
. -

John Fischer -R.R. 1, Box 193 
Joliet, MT 59041 

#5 

#47 
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Gary P. Forsyth 
LDS Social Services 
2001 11th Ave. 
Helena, MT 59601 

~vm. Patrick Fra'ivley 
712 t'1. Broadway 
Butte, MT 59701 

Gene "P •• Freeman 
Golden Triangle MHC 
P.O. Box 3048 
Great Falls, MT 59404 

Robert M. Fry 
Golden Triangle Comm. 
P.O. Box 3848 
Great Falls, HT 59401 

#10 

#48 

#15 

#11 
MHC 

George B. Galinkin #20 
ANARE Counseling Center 
775 IV. Gold 
Butte, MT 59701 

Cynthia L. Garthwait #114 
4106 Fox Farm Rd. 
Missoula, MT 59802 

Daniel M. George #49 
Western MT Reg. Comm. ;·1HC 
146 3rd Ave. West 
Kalispell, MT 59901 

Darrell R. Glasscock #50 
The Casey Family Program 
The Diamond Block 
Helena, MT 59601 

Gala P. Goodwin #17 
Gallatin County SRS 
Room 300, Courthouse 
Bozeman, MT 59715 

Colleen E. Greenan #12 
A1exandr ia Comrn. ~1HC 
206 N. Washington 
Alexandria, VA 22314 

Dwayne Greenig 
1007 Maryland 
Laurel, MT 59044 

Peter C. Guthridge 
SRS 
1211 Grand 
Billings, MT 59102 

#105 

#4 



Stanley V. Guild #51 
Montana State Hopsital 
P.O. Box 33 
Warm Springs, MT 59756 

Sharon Hanton #52 
20 Hodgman Canyon 
Bozeman, MT 59715 

Clarence J. Harrington #8 
Helena Compo Guidance Clinic 
III North Last Chance Gulch 
Arcade Bldg., Suite 2-A 
Helena, MT 59601 

Joan H. Harris #53 
Columbus Hospital 
500 15th Ave. S. 
Great Falls, MT 59405 

Doris S. Heffner #9 
Deaconess Home for Children 
500 S. Lamborn 
Helena, MT 59601 

Marielaine Hegel #54 
'-- VA Medical Center 

210 S. Winchester 
Miles City, MT 59301 

Charles D. Hiber #55 
826 NE Fogart St. 
Newport, OR 97365 

Charles R. Horejsi, Ph.D. #56 
University of Montana 
Dept. of Social Ivork 
Missoula, MT 59812 

Gloria A. Horejsi #57 
?-lissoula Cornril. Hospital 
2827 Ft. Missoula Rd. 
Missoula, MT 59801 

Gary D. Huffmaster #115 
503 Rimrock Rd. 
Billings, MT 59101 

Debby Huigen #58 
Montana State Hospital 
P.O. Box 212 

_ jarm Springs, MT 59756 --
Cherul S. Ikeda #116 
1240 Burlington 
Billings, HT 59102 
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Gordon Jackson 
Eastern MT Comm. MHC 
Box 639 
Hiles City, MT 59301 

Carroll Jenkins 
Counseling Consortium 
555 Fuller 
Helena, MT 59601 

Margaret K. Jenkins 
664 ~\Test Main 
Helena, MT 59601 

#7 

#59 

#117 

Joyce M. Jerabek #60 
Pupil Services, School Dist. #2 
Billings, MT 59102 

Sanid Jones #22 
Golden Triangle MHC 
P.O. Box 3048 
Great Falls, MT 59403 

Susan A. Jones #61 
St. Thomas Child & Family Center 
416 23rd Ave. N. 
Great Falls, MT 59401 

Thomas J. Keast #62 
PHS, Indian Health Service 
P.O. Box 280 
St. Ignatius, MT 59865 

Kathleen H. Kennedy #118 
P.O. Box 735 
Crow Agency, MT 59022 

Peggy B. Kerin #63 
609 South 6th Ave. 
Bozeman, MT 59715 

Diane W. Kersten 
Billings Deaconess 
Social Work Dept. 
P.O. Box 2547 
Billings, MT 59103 

#64 
Hospital 

Kenneth B. Kleven #65 
Golden Triangle MHC 
Box 3048 
Great Falls, MT 59403 

Linda K. Koehler #66 
Abbot-Northwestern Hospital 
27 & Chicago Ave. 
Hinneapolis, MN 55407 



Harianne Phelps __ 
I!"'" Western MT Reg. Comm. 

T-9 Fort Missoula 
Missoula, MT 59801 

David Phillip 
Vet Center 
415 N. 33rd st. 
Billings, MT 59101 

Robert Piccolo 
Carroll College 
Helena, MT 59625 

#81 
MHC 

#82 

#83 

David C. Pierce #84 
3510 Lynn Ave. 
Billings, MT 59102 

James Pomroy #1 
Dept. of Institutions 
1539 11th Ave. 
Helena, MT 59620 

Philip Powers #128 
2001 8th Ave. 
Helena, MT 59601 

~ Henry Pretty on Top #129 
P.O. Box 491 
Lodge Grass, MT 59050 

Donald L. Range #85 
Glendive MedicaL Center 
Glendive, MT 59330 

D. Mark Ricks #86 
LDS Social Services 
2001 11th Ave. 
Helena, MT 59601 

John R. Rosenleaf #87 
P.O. Box 201 
Warm Springs, MT 59756 

Angela V. Russell #130 
Box 333 
Lodge Grass, MT 59050 

Ronald A. Sain 
694 Stutzman Rd. 
Indiana, PA 15701 

#131 

~3uzanne Saltiel #88 
SRS 
Gallatin County Courthouse 
Bozeman, MT 59715 
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Barbara Schmerler 
Yellowstone Boys & 
Rt. 1, Box 212 
Billings, MT 59104 

#89 
Girls Ranch 

Rikki E. Schoenthal 
128 South 6th West 
Missoula, MT 59801 

#90 

James E. Scott 
Mental Health Service, 
512 Logan 

#91 
Inc. 

Helena, MT 59601 

Ellen Si1verglat #92 
516 W. Mountain View Dr. 
Missoula, MT 59802 

Craig F. Simmons 
Mental Health Services, Inc. 
512 Logan 
Helena, MT 59601 

Wayne Smithberg #93 
200 Mountain View Blvd. 
Billings, MT 59101 

Lee H. Sneden #132 
414 17th st. N. 
Great Falls, MT 59401 

Gerald S. Spaulding #94 
114 N. Yellowstone 
Livingston, MT 59047 

Michael T. Stevenson #133 
Apt. C, 312 Clarke 
Helena, MT 59601 

Margaret Stuart #134 
1805 Joslyn #121 
Helena, MT 59601 

Jeffrey J. Sturm #95 
Warm Springs State Hospital 
Intake Unit 
Warm Springs, MT 59756 
. 

Judith Taylor #96 
SRS, 708 Palmer, Box 880 
Miles City, MT 59301 

Suzanne G. Tiddy 
Casey Family Program 
Diamond Block 
Helena, HT 59601 

#2 



, Dennis Lange #68 
Public Health Service 
Lame Deer, MT 59043 

Raymond M. Lappin #67 
Hontana State Hospital 
Narm Springs, MT 59756 

Patricia Leasure #69 
Life Deve1op~ent Center 
1207 Mount Ave. 
l1issoula, MT 59801 

Carol J. Lee #21 
P.o. Box 2362 
Columbia Falls, MT 59912 

Gary W. Lee 
SRS 
316 N. Park 
Helena MT 59601 

Colleen Lippke 
31 Alderson 
Billings, MT 59101 

, Diana L. Longdon 
Rte. 1 - Box 66C 
Ronan, MT 59864 

Kristie L. Lovick 
P.O. Box 1141 
Bellingham, WA 98227 

Lowell H. Luke 
4360 Head Dr. 
Helena, MT 59601 

John J. Hadsen 
III Sanders 
Helena, MT 59601 

Diana M. Mann 

#16 

#119 

#121 

#120 

#122 

#70 

#71 
Family Counseling Center 
525 1st Ave. N. 
Great Falls, MT 59401 

Selena W. Marks 
W~stern MT Reg.~iliC 
223 S. 2nd 
Hamilton, MT 59840 

J. Richard Martel 
Rt. 1, Box 2761 
Miles City, NT 59301 

#72 

#123 

-4-

Myrna K. Martinson #73 
Pupil Service - Spec. Ed 
2821 Augusta Lane 
Billings, MT 59102 

Daniel M. Morgan #74 
Youth Court, Courthouse 
Missoula, NT 59801 

ale B. Morgan #75 
MT Deaconess Medical Center 
1101 26th St. South 
Great Falls, MT 59405 

Paula A. Murray #124 
1010 Poly Drive 
Billings, ~T 59102 

Bar!:)ara r-1yers 
723 5th Ave. East 
Kalispell, MT 59901 

Mike L. Nicholes 
2425 EO'.vard 
Billings, MT 59102 

#76 

#125 

Vicki Niemantsverdriet #77 
Gillette Children's Ho?sital 
200 E. Cniversity 
St. Paul, M}1 

Jerry L. Nordstrom 
III N. Platt, Box 133 
Red Lodge, NT 59068 

Doris ~1. Olson 
2716 Yellowstone Ave. 
Billings, MT 59102 

Terry M. O'Neill 
R.R. 1 
Co~~ee Creek, NT 59424 

Ja~es L. Paulsen 
The HHC 
1245 N. 29t!1 st. 
Billings, MT 59101 

Dennis L. Duffy Peet 
State of Montana - SRS 
Box 1096 
Kalispell, NT 59901 

Christine L. Peterson 
Indian Health Service 
2727 Central 
Billings: MT 59103 

#126 

#127 

#78 

#79 

#18 

#80 



- Marianne Phelps _ 
Western MT Reg. Comm. 
T-9 ?ort Missoula 
Missoula, MT 59801 

David Phillip 
Vet Center 
415 N. 33rd St. 
Billings, MT 59101 

Robert Piccolo 
Carroll College 
Helena, MT 59625 

#81 
MHC 

#82 

#83 

David C. Pierce #84 
3510 Lynn Ave. 
Billings, MT 59102 

James Pomroy #1 
Dept. of Institutions 
1539 11th Ave. 
Helena, MT 59620 

Philip Powers #128 
2001 8th Ave. 
Helena, MT 59601 

'- Henry Pretty on Top #129 
P.o. Box 491 
Lodge Grass, MT 59050 

Donald L. Range #85 
Glendive MedicaL Center 
Glendive, MT 59330 

D. Mark Ricks #86 
LDS Social Services 
2001 11th Ave. 
Helena, MT 59601 

John R. Rosenleaf #87 
P.O. Box 201 
Warm Springs, MT 59756 

Angela V. Russell #130 
Box 333 
Lodge Grass, MT 59050 

Ronald A. Sain 
694 Stutzman Rd. 
Indiana, PA 15701 

#131 

_ .3uzanne Sal tiel # 8 8 
SRS 
Gallatin County courthouse 
Bozeman, MT 59715 
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Barbara Schmerler #89 
Yellowstone Boys & Girls Ranch 
Rt. 1, Box 212 
Billings, MT 59104 

Rikki E. Schoenthal #90 
128 South 6th West 
Missoula, MT 59801 

James E. Scott 
Mental Health Service, 
512 Logan 

#91 
Inc. 

Helena, MT 59601 

Ellen Silverglat #92 
516 W. Mountain View Dr. 
Missoula, MT 59802 

Craig F. Simmons 
Mental Health Services, Inc. 
512 Logan 
Helena, MT 59601 

Wayne Smithberg #93 
200 Mountain View Blvd. 
Billings, MT 59101 

Lee H. Sneden #132 
414 17th st. N. 
Great Falls, NT 59401 

Gerald S. Spaulding 
114 N. Yellowstone 
Livingston, MT 59047 

Michael T. Stevenson 
Apt. C, 312 Clarke 
Helena, MT 59601 

Margaret Stuart 
1805 Joslyn *121 
Helena, MT 59601 

#94 

#133 

#134 

Jeffrey J. Sturm #95 
Warm Springs State Hospital 
Intake Unit 
Warm Springs, MT 59756 

Judith Taylor #96 
SRS, 708 Palmer, Box 880 
Miles City, MT 59301 

Suzanne G. Tiddy 
Casey Family Program 
Diamond Block 
Helena, HT 59601 

#2 



IIiIIIi' Stephen M. Tobin #97 
SRS, 3021 3rd Ave. North 
Billings, MT 59101 

Lee H. Tonner #135 
Route 3, Box 1610 
Libby, MT 59923 

Marianne Moon Tronstad #98 
215 South 6th West 
Missoula, MT 59801 

Randy Vetter #99 
Montaan State Hospital 
Warm Springs, MT 59756 

Jon F. Vodden #100 
1925 Grand Ave., Ste. 123 
Billings, MT 59102 

Karen L. Walmsley #136 
3254 Granger Ave. E #A-3 
Billings, MT 59102 

James D. Washburn 
Western MT Reg. COIn.'1l. 

,T-9 Ft. Missoula 
Missoula, MT 59801 

Ernest V. Webber 
Ft. Harrison, MT 59636 

Linda J. Williams 
1925 Grand, Ste. 107 
Billings, MT 59102 

#101 
MHC 

#102 

#3 

Galen A. Wilson #103 
Golden Triangle MHC 
Box 3048 
Great Falls, MT 59403 

Robert 0 Wolfe #104 
MT Deaconess Medical Center 
1101 26th St. South 
Great Falls, MT 59405 

Janice L. Woolston #137 
2108 Dahlia Lane 
Billings, MT 59i02 

Linda K. zygmond #138 
226 W. 3rd 

~Hardin, MT 59034 

-6-
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HEALTH AFFAIRS 

ASSISTANT SECRETARY OF DEFENSE 

WASHINGTON, D. C. 20301 

Honorable Jamie L. Whitten 
Chairman, House Appropriation Committee· 
House of Representatives 
Washington, D.C. 20515 

Dear Mr. Chairman: 

Forwarded for your information and review is our final report on 
the CHAMP US Experimental study on Reimbursement of Independent 
Certified Clinical Social Workers. This report, which covers 
the period April 1, 1982 through September 30, 1982, also 
contains cumulative data as reported in prior interim reports 
that have been submitted since the start of the study (ie., 
December 15, 1980). 

The FY 81 Defense Appropriation Act authorized the Department to 
reimburse certified clinical social workers who provide CHAMPUS 
covered services independent of physician supervision on an 
experimental basis. The FY 82 Defense Appropriation Act 
authorized an extension of the study through September 30, 1982 
for the purpose of assuring sufficient claims data are acquired 
and compiled for formulating valid conclusions and recommenda­
tions. As provided under the Continuing Resolution of the 
Department of Defense Appropriation Act for FY 1983, this Office 
has authorized the fiscal intermediaries to continue accepting 
claims from clinical social workers pending amendment of the 
CHAMPUS Regulation. 

The following significant aspects are reflected in this report: 

(1) During the reporting period from April 1, 1982 through 
September 30, 1982, 330 clinical social workers served 1577 
CHAMPUS patients for which 2,780 claims were submitted for 
services rendered. As indicated by the cumulative periodic 
data, there has been a continuing increase- in utilization since 
the study commenced. 

~2) During the course of this study, approximately 85% of 
the services provided were for Rone hour" individual 
psychotherapy services, while approximately 52% of the c~aims 



processed durIng this reporting period were billed higher than 
the amount allowe_d by t_h.e_fi.s.c_a.l __ intermediaries. In most 
instances, the reduced alloyances are attributable to billing in 
excess of prevailing charges. 

(3) A noticeably high incidence of claims continues to 
prevail in the areas of San Antonio, Texas and Pearl City; 
Kail~a and Honolulu, Hawaii. (The respective fiscal 
intermediaries have been instructed to place the involved high 
volume and/or high cost providers on "100% review" to preclude 
utilization abuse). 

(4) This study suggests that the Government has experienced 
a cost avoidance of over $457,000 since the study commenced as a 
result of lower prevailing fee profiles of clinical social 
workers from that of physician psychiatrists fees in all states 
except for Hawaii whiah, in combination with the high volume of 
claims, has significantly offset savings realized in the other 
states. 

On the basis of this study and as authorized under the 
Continuing Resolution of the FY 83 Department of Defense 
Appropriation Act, the CHAMPUS Regulation is in process of being 
amended to include Clinical Social Workers as authorized and 
recognized CHAMPUS providers independent of physician referral 
and/o~ supervision. 

A sim~lar report is being sent to the Honorable Mark o. 
Hatfield, Chairman of the Senate Appropriations Committee. 

Enclosure 

Sincerely, 

John F. Beary, III, M.D. 
Acting Assistant Secretary 



FINAL REPORT ON THE 
EXPERIMENTAL STUDY 

ON 
REIMBURSEMENT OF CLINICAL SOCIAL WORKERS 

April 1 through September 30, 1982 

'. 

I 
. ' 

J
~ .. 
I 
I 
I 

A. Background. The FY 81 Department of Defense Appropriation Act

l 
.. 

directed the Assistant Secretary of Defense for Health Affairs • 
(ASDHA) to conduct an experimental study for the acceptance and 
?ayment of claims for CH~1PUS covered mental health services 
provided by clinical social workers independent of physician I~ . 
referral or supervision. 

B. study Period. The study, originally authorized from December I 
15, 1980 to September 30, 1981, was extended through september 30, 
1982. This extension was authorized by the FY 82 Department of 
~efense Appropriation Act for the purpose of assuring that I~ 
s~fficient claims data are acquired and compiled for formulating 
valid study conclusions and recommendations. As subsequently 
authorized under the Continuing Resolution of the Department of ~.'.lJ.~ 
Defense FY 83 Appropriation Act, this Office has authorized the ~. 
fiscal intermediaries to continue acceptance and processing of 
claims from certified clinical social workers pending Congressional 
authpri zat ion and subseqllent amendrnent of the CHN1PUS Regula tion I~ 
authorizing and recognizing clinical social workers as authorized 
and recognized providers. 

C. Allmo/able Charges. As set forth in the study criteria, paymentl 
for services of clinical social workers were based on allowable 
charges. A charge was considered allowable if it did not exceed thl 
nonspecialty area prevailing charge for the same service performed . 
by a similarly qualified professional. Accordingly, the -amount 
billed~ vs the ~amount allowed R as reported by the fiscal ~I 
intermediaries was applied in evaluating the claims data. ~ 
Prevailing fee profiles of clinical social workers that have been 
developed and established during the course of this study are l ...• 
re£le~ted in Table 5 of this report. I 

D. Claims Activity. Table 1 indicates the number of claims I; 

rece!ved and processed by fiscal intermediary. The data indicates l 
the :ollowing for this reporting period: 

(1) All eight fiscal intermediaries currently under 



i i 
! .f 

contract to OCHAMPUS have received and processed clinical social 
worker claims representing 32 of the 50 states. 

(2) A total of 2,780 claims, representing 330 providers and· 
1577 beneficiaries were received and processed. 

(3) Of the 2,780 claims received, 1455 (or 52.3%) contained 
billed charges that exceeded allowances (ie., disallowed services 
and/or fees). It is noted that this is a decrease from the 
previously reported 67% in the 3rd Interim Report. In most 
instances, the reduced allowances are attributable to billing in 
excess of prevailing charges. 

E. Volume and Trends. 

(1) Table 2 reflects that a total of 2,780 claims were 
received and processed during the reporting period (April 1, 1982 
through September 30, 1982) This was a 56% increase in the number 
of claims compared to the 1,777 claims received and processed in the 
pfevious six-month reporting period. Since the start of the study 
(becember 15, 1980), a total of 6,200 claims have been received and 
processed by the fiscal intermediaries. 

(2) Table 3, which reflects the number of claims received and 
processed by state, indicates that Hawaii continues to rank first in 
the number of claims with Texas as second. Of the 6,200 claims 
re~eived and processed during the study period, Hawaii with 2,151 
claims and Texas with 1,959 claims account for 66.3% of the total 
claims. 

F. Type and Volume of Services. Table 4, which reflects the type 
and volume of services both by state and fiscal inter- mediary, 
indicates that 85% of the billed services are for individual 
psychotherapy sessions of 45 to 50 minutes. Since this category of 
services provides the most consistent data for computing and 
determining comparative costs, it is applied in evaluating the" cost 
effectivess of this study. 

G. Pee Profiles. Table 5 reflects the area prevailing fee profiles 
(by state) of clinical social workers as compared to psychiatrists 
based on processed claims since the start of this study. Onder 
OCHAMPUS reimbursement principles and policies, these fees are 
reimbursed at the 80th per~entile. Fees allowed ranged from a low 
of $40 in the states of Ne~raska and Ohio to a high of $94 in 
Hawaii, the latter of which exceeds the physician/psychiatrist fee 
profile of $88.00. (This matter has been referred to our Office of 
Program Integrity for investigation). 



. ~ 
H. Cost Effectiveness. In applying the difference in fee prof11es ~ 
between clinical social workers and physicians for the various i 
states as reflected in· Table 5 to the number of none-hour w sessions 
as reflected in Table 6, an estimated cost avoidance of over ~ 
$457,000 is suggested during the period of this study. It is noted I 
however that due to the prevailing fee profile of clinical social 
workers in the state of Hawaii exceeding that of psychiatrists, 
combined with the high volume of claims 'in that state, maximum 
potential savings have not been realized. This paradoxical 
situation likewise results in an overall loss of savings that were 
generated in other states. 

• 

I. utilization Aspects. As reflected in Table 3, no claims have • 
been received by our fiscal intermediaries from ten states (ie., I 
Arizona, Connecticut, Massachusetts, ~ichigan, Mississippi, Nevada, 
New Hampshire, New Mexico, Vermont and West Virginia). It is • 
conversely noted that the following states have the highest ~ 
incidence of claims (ie., ten highest): Hawaii, 2151 claims; Texas,. 
1951 claims; Maryland, 317 claims; Colorado, 266 claims; New York, 
199 claims; Washington, 145 claims; Arkansas, 138 claims; Georgia, ~ 
127 claims; Virginia, 91' claims: and California with 70 claims. i 
This data introduces questions as to why some states have excess 
utilization while in other states there is·no utilization of 
clinical social workers. This office is accordingly considering th~ 
feasibility of contracting with an independent non-biased health 
research firm to determine and/or validate if this situation is due • 
to the following probable factors: j 

(1) Aggressive clinical social worker organizations in the 
states where utilization is high. 

(2) High incidence of beneficiaries in states where there is a 
high density of military installations. ~ 

i 
(3) Obstructions enountered by clinical social worker 

organizations in those states where there is no utilization, (ie., : 
legal obstacles due to state laws, licensing and other restriction~ i 
imposed by special interest groups, professional health 
associations, etc.). 
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The News-Journal papers ••• Wedne.day, June 8, 1983 

Opinion 
Would just clutter lawbooks 
CUNICAL SOCIAL workers are some­

times the most suitable professionals 
for patients suffering from mental 

health problems. The trOUble is that, suitable or 
not, their services are often not covered by 
health insurance. Should they be? 

The 32 state representatives who voted for 
H.B. 1431ast week believe they should. The bill 
they sent on to the Senate says health insurance 
policies that provide coverage for mental 
health services "shall extend to services pro­
vided by (licensed) clinical social workers." 

The word "shall" is unfortunate. Nothing in 
Delaware law excludes licensed clinical social 
workers from reimbursement by health insur­
ance. Indeed. a fact sheet prepared by sup­
porters of H.B. 143 points out that some private 
insurance companies offer that coverage. 
Others easily could. 

But a decision about scope of coverage should 
rest with the person or group buying the insur­
ance and not state lawmakers. Periodic efforts 
are made to mandate chiropractic coverage as 
part of health insurance. These have not yet 
succeeded. but that does not mean policies can­
not reimburse chiropractors. 

For instance, one of three types oC can-

tracts Blue Cross and Blue Shield of Dela­
ware offers state employees includes 
chiropractic. There is no reason an option Cor 
clinical social workers could not be added, just 
as coverage for birthing center delivery and 
hospice care are becoming available in some "­
plans. 

Since the state's 80 licensed clinical workers 
can, and do, receive some insurance reim­
bursements now, why should their inclusion in 
mental health coverage be required? Propo­
nents of mandatory inclusion say it would be 
cost effective, because fees of these profes­
sionals are below those of psychiatrists. They 
also contend inclusion would end discrimina­
tion against a group of licensed mental health 
profeSSionals. 

With current concern over health care costs, 
it stands to reason that insurance carriers will 
start to include clinical social workers as men­
tal health care providers without anyone in 
Dover so ordering. Since no law forbids reim­
bursement for clinical social worker services, 
it's hard to see how a discrimination case can 
be made. 

There's no need to clutter state law books. 
H.B. 143's aim can be achieved by market 
forces. 
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... FOR RELEASE: 
:;/,/., .... , .. ,.,: .. IMMEDIATE, WEDNESDAY 

, .. ,"'.,:.: .... , JULY 2B, 1982 
':, '.:.:' "';~~'.·"i ',',: ~ 1 : 

STATE OF NEW YORK 
EXECUTIVE CHAMBER 

ALBANY 12224 

July 27, 1982 

" .. ~: ... .. '. 

I am returning herewith, without my approval, the following 
bill: '. ,. .. ,.,:1;<'.--: 

.,: Assembly 'Bill Number 4538-A, entitled::S~ 
. (Senate Reprint Number 21,035) 

. . . . "AN ACT to amend the insurance law, in relation 
.... to coverage of diagnosis and treatl'nent 

of mental, nervous or emotional dis­
orders and ai~ents by certified and 

#271 registered social workers under group 
accident, health and accident and health 
insurance contracts n 

, /~i':.:: .::. NOT A P PRO V ED,;' " .. '. ". ,", ,~ ':: . ' , ., 
'~r':'" - - - - - - - - - -- ~ F ••. : .... , l·t,,~. ". :.... ..::~/\",: .. , "'". _.:;,;; 

\.\:,;]i~::~?:"";:·~:· Th~ 'b'il! \ ;WO~ld' '~~n~' ~~~~I'~~;~.;~~~ ~a~ "~;'~equire tha; '~ii" . ''''!'.' .~ 
:~"f.V~::";:i"· contracts of group accident and health insurance which cover .... <, 
~~~~::: .:: services rendered by psychiatrists and psychologists for mental, .. , 
;~;().Ftr:.;'· nervous and emotional disorders must also provide coverage for .;' 
:t1\!~'~~~i' services performed by psychiatric social workers who are cer- '>~,f,i~ .•. ;.~ 
;~~~';t.,.'\;" tified pursuant to Article 154 of the Education Law and have six ~' 
1';~J.:.{.:~: years. of appropriate experiellce., . .. ' : .!t.:, .' ":':';~'{i 
_,,\}. •• • " •.. ,~ .1 , . ", • \. • ,.; •.•• ". 

~';'(:;':> . ' .. '. ~At present, the Insuran~e Law requires that those insurance :".,:~ 
:.; :~~.' ". companies which offer coverage for mental health services ren-
;';.(::i':: dered by psychiatrists and psychologists must also include op_;>··c.:::.~ 

, ,.' tional coverage of sitlilar services performed by qualified social '-. 
workers. In the absence ofa compelling need for mandating 

.. ; 

" 
~. ••• 

incl~sion of coverage for a specific health care service, the 
scope of health insurance coverage should be a matter for the 
individual purchaser. 

Y~dated health benefits are in fact mandates on employers, 
not insurance companies. To the extent that the mandated 
bene~~ts are costly, they directly increase the costs of doing 
business in the State •. While the evidence relating to the cost 
impac~ of this bill is inconclusive, experience would suggest 
that the expansion of insurance coverage to over 3,000 new 
providers would increase utilization of benefits and ultimately 
the costs of the insurance. . ,. 

..~.~". ' .. '. t· 

~he imposition of mandated insurance benefits may also be a 
significant factor in an employer's decision to self-insure em- ;, ::', 
ploye.~ health benefits. Under the federal Employees Retirement !~?~ 

."Incol:1e Security Act, qualified self-funded plans are not subject~' 
to State regulation on the scope of benefits. Studies of business 'A:'; 
and industry trends toward self-insurance and the iI:lplications . . ~i:::':': 

· . there:::lf are currently being conducted by the Council on HeAl.th·;·:' ..... 
i)/!i~::: Care ?inancing, and by a jOint task force of the State Health . '~1li,~f;~~,~ 
• '~", '~ Advieory Councl.l, the Insurance Depart::lent and the New York '.' , .. ':' 

t. 
Business Group on Health. To make major additions to mandated 
benefits without the benefit of the results of the study would be 
inadVisable. 

(more) .... 

.. ..., ~.~ . .; .... I 

~. ': . 

., .... 
" . ....... : 
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Disapproval of the bill is recommended by the Insurance 
Department, the Office of Mental Health, the Department of Social 
Services, the Department of Health, the State Health Planning 
Commission, the Office of Development Planning, the State Edu­
cation Department, the Business Council of New York State, Inc., 
the New York Conference of Mayors and Municipal Officials, the 
Health Insurance Asso~iation of America, the New York State 
Conferenoe of Blue Cross and Blue Shield Plans, the Medical 
Society of the State of New York and the Life Insurance Council 
of New York, Inc. 

The bill is disapproved • 

. " 

: ",I' 

.,', 
. ',I, 

" ~ .' . ~. ~ 

. ~ . ::- . 

(Signed) HUGH L. CAREY 
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r.. '.>.': . . .... " .. 

" t!t,. 
~.;;.:t: .\ 
. :-.( 

;%?;.:::::. "'''.- " 
. .'~ 

,/ 

'~~~f.~)r.ii~0;!;;~·:; . ... ~. 
:) . 

. :' '~. ~:F:·~~':~~~t:.;.· .. :~~::4.~~ 

-:" 

.... -. , ... :' .:. .•. , ':. 
j).,,_"':" .> 



WOMEN'S LOBBYIST 
FUND 8m: 1099 

Helma. MT 5CJf)2·1 
,·WJ1911 

--n1tVvclu 0 J 

January 16-; 

1: TESTIMONY IN SUPPORT OF SB 19 

1985 

1J!1t#~(' ~ ,,~.J 
~. ~ and other members of this Committee: 

The Women's Lobbyist Fund (WLF) supports Sen a te Bill No. 19 
and_.t?' Ga.il Kli~e, will be speaking in favor of this bill. 

'-c -- . .]..V-~~ 
We often use the saying, "An ounce of prevention is worth a 

pound of cure." In child abuse this is especially true for our 
children and grandchildren. 

Researchers from the University of New Hampshire, Rhode Island 
and Delaware conducted a study of family violence into the lives of 
2,143 families. A conclusion of the study is that "Adults who 
were frequently abused by their parents as teenagers have a spouse­
beating rate four times greater than that of other adults." Adults 
who tend to abuse their spouses tend to be abusive parents and the 
cycl e repeats. . . 

We have learned much recently about the cycle of violence. The 
extent of this learned behavior appears in a journal called "Child 
Abuse and Neglect", published in 1983, which states that 38% of 
women reported at least one sexually assaulted experience before the 
age of 18. These women usually do not become abusers of others, 
but of themselves through drugs, alcohol or prostitution. 

This priority issue, the child abuse prevention program, can 
help children control and understand themselves so that when they 
become adults their chance of being abusers or being abused will 
be lessened. This program, through education and counselling, among 
other support systems, will reduce fear and depression that so often 
keep people where they are. .. 

in-~ill = :: QtA';;:--"~telaWS., proVide';- i tS_.9wn funding 
meChanis~~~~l~--and--on-g~ .. and seems--4;.G.-b~a.-t-e--to---m-eet 
tbe tlee4--~-.--~ ... -- --_. . --------

Our children and grandchildren deserve our support. Give them 
a place to go for help. The WLF urges you to pass Senate Bill No. 19. 

7T '~~U .L.;h1fz-:~ ~ ~L~~ 
;..r-~ ~ '--.v. J,J.€<L.,,,-? ~J.--..AfL ~ ~J Jr 
~~~'r' yJ..,yfid'~-~Ph~ 

P·;7.A;...J .~ , I.. ... r () ;) -L -tJ.J iLu 
t> ~ .. ~.~. p W~)t;-<~ i,~ ~ ~ 

. a...'O····.~. { , u~.M..J 1~'-'4,~~~. 
t~-~·~~ tl 
~~ n..,-f,. ~. v . _, ' .• ' , 
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IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR LONGER FORM. 

WHEN TESTIFYING PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 



I 
WITNESS STATEMENT 

NAME / / (~ 1 .. , ~~--;''._/ , 
ADDRESS 

WHOM DO YOU REPRESENT? 

SUPPORT 
t7 ... 
:opposi AMEND 

---------------------
PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

Corrunents: 

i 
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VISITOR'S REGISTER 

HOUSE HUMAN SERVICES AND AGING COMMITTEE 

BILL HB 757 DATE 3/6/85 ----------------------------
SPONSOR ________________________ _ 

NAHE RESIDENCE REPRESENTING SUP- OP­
PORT POSE 

IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR LONGER FORM. 

WHEN TESTIFYING PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 



VISITOR'S REGISTER 

HOUSE HUMAN SERVICES AND AGING COMMITTEE 

BILL SB 16 
----~~~~------------------

DATE __ ~3~/~6~/=8=5 ______ __ 

SPONSOR ---------------------------
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IF YOU CARE TO WRITE COr1MENTS, ASK SECRETARY FOR LONGER FORM. 

WHEN TESTIFYING PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 
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SUPPORT OPPOSE 

PLEASE LEAVE PREPARED S TATEMENT WITH SECRETARY. 
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WITNESS STATEMENT • .J 

NAME ~:Juwdzr /larut.?<, BILL NO· s:elf I 
ADDRESS 1/27 WJC[)t»14 / d U DATE I~ 
WHOM DO YOU REPRESENT? CJ,j/rf,.,II.'s 11u; f Cc ~Qc,i ,-f'1J ~ 

,/ 
SUPPORT OPPOSE AMEND ------- ----- ---
PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 
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WITNESS STATEMENT 

ADDRESS 33 0 ~ J; ~rl.JltIt& DATE ___ _ 

WHOM DO YOU REPRESENT? MOAITAN/t STAlE COunc.,·/ Gf ~ " 
QUD. 01<-

SUPPORT ~V-~ _______ OPPOSE _______ AMEND __ -___ _ 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

Corrunents: 

dO-no ~/~J </-kL ~ ~ ~<~ 7' 
../.!~ tI...a.> "L~,n.J ~~, a, • .;&!J . .-n"'~':f~ 
M d-().(.L ..iu.c",,- ~ ,~odi,,.,/ ,_uJ~, /,u oJ k"ZH ,,-- --";ref 
.L oktf ~ ~ ae/'Ud(j- P''''!]4~ " 

uh :0 .L.P-nrit~d ;ti;.. :-kLL ~ ~ 
d./ ~ ~~ -P J$u~. ~ ~.:~ eLM 
~("4...L ~~"" L'cvt.... fJho J1 ($'~ ~) aLL C! d7n N)u'T") II C /1 ~ 
~ .H.... ./OU. aoLt?-~Ja/.,-Lw. tct"«-- a;'U'- c:'~U! 
~w /Jn~ /Tnh>J1 ~ ~ ~ /0" ...-¢v.<4> J d-u. 

(JJ.Q A~~.."k~ ~ /77?~ ""~ OL,U 

.. ~dl-nj,~ por~ -4J~'J/ ~ ~.//~ a..a ~ 

~ ~0n6-r>. ~ , 
~Mo/..juJ ~li. ~~).-1J ~~',l ~ 

~.!u~ /2k c;L....J CJ<"'-,- ~~'''(f-<~~ ~'-4-/ 

CS-34 




