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Date
MINUTES OF THE House  COMMITTEE ON Insurance
The meeting was called to order by Rep. Rex Hoy P — at
_3:30 __ &#./p.m. on February 14, 19.84in room __221 S of the Capitol.

All members were present except:
Rep. Peterson, who was excused.

Committee staff present:
Wayne Morris, Legislative Research
Gordon Self, Revisor's Office
Mary Sorensen, Committee Secretary

Conferees appearing before the committee:

Jack Roberts Werner A. Gliebe
William E. Horn William Abbott
Walter Whalen L. M. Cornish

Others present:
See List (Attachment 1)

HB 2795--Providing reimbursement or indemnity for alcohol, drug abuse, or
nervous or mental conditions in policy of accident and sickness insurance.

Jack Roberts, from Blue Cross-Blue Shield of Kansas, spoke first in oppo-
sition to HB 2795. He said they have subscribers in 103 of the 105 counties
in Kansas, excluding Johnson and Wyandotte, and many of their subscribers do
have this coverage as a rider, with an additional premium. Many others have
been offered the option and declined to take it. He passed around Attach-
ment 2 showing their Federal Employee Program, which sets out nervous and
mental benefits as a percentage of total benefits by contract period for
various years from 1961 to 1974. He also passed around Attachment 3, which
is an estimate of increased premiums which would be created by passage of

HB 2795. He referred to these two attachments in his testimony. Mr. Robert
feels that mandating additional coverages will increase rates and cause more
individuals or groups to be self-insured. He believes that passage of this
bill would be discrimination against the people who have been offered this
coverage and chose not to have it, as they would be forced to take it and
pay for it. He asked that HB 2795 not be passed out favorably by the com-
mittee.

Werner A. Gliebe, Managing Consultant to the Kansas Coalition on Health, Inc.
spoke next in opposition to HB 2795. -He read from his written testimony,
which is attached and marked Attachment 4. He said they had polled all mem-
bers on this issue and none of those who responded supported the bill. Mr.
Gliebe said some of their larger members are becoming self-insured and many
of their smaller members are being priced out of the market and are cutting
back on benefits. This bill would increase premiums for health insurance,
and he urged the committee to reject the bill. ’

Marcia Hutchison, from BeechAircraft‘Cofpbration, was unable to attend the
meeting to testify in opposition to HB 2795, so her written testimony
(Attachment 5) was passed out by Mr. Horn, who spoke next. :

William E. Horn, Group Claims Manager-Wichita for Bankers Life Nebraska,
then spoke in opposition to HB 2795. He read from his written testimony
(Attachment 6).

William Abbott, Boeing Military Airplane Company, Wichita, spoke next in
opposition to HB 2795. He said Boeing has 15,000 employees and they are
presently provided good benefits, but the company prefers to negotiate
benefits rather than have them mandated.

Walter Whalen, Vice President of Pyramid Life Insurance Company of Mission,
KS, spoke next in opposition to HB 2975. He said he opposes the bill as an
insurer and as an insured. He said their company offers this insurance now,
by rider, and the premiums are paid by those who choose the additional cover-
age. If this bill passes, premiums for all will increase. He asked the
sponsor and the legislators to consider splitting it into two bills, one
covering mental health and the other covering alcohol and drug addition.

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for

editing or corrections. Page l Of 2
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He also stated that companies are moving toward participation in cost of
insurance by requiring deductibles in the policies. His testimony is
attached (Attachment 7).

L. M. Cornish, representing Kansas Life Association, said he subscribed
to the views that had been stated, and their association hopes the committee
will see fit not to pass out HB 2795 favorably.

There were quéstions by committee members, which were answered by the con-
ferees, and the meeting adjourned at 4:35 PM.

Page 2 of 2
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BLUE CROSS anp BLUE SHIELD
FEDERAL EMPLOYEE PROGRAM

NERVOUS AND MENTAL BENEFITS

e,

AS A PERCENTAGE OF TOTAL BENEFITS, BY CONTRACT PERIOD

CONTRACT PERIODS

JULY 1, 1960 THROUGH
OCTOBER 31, 1961

NOVEMBER 1, 1964 THROUGH
DECEMBER 31, 1965

JANUARY 1, 1966 THROUGH
DECEMBER 31, 1966

JANUARY 1, 1969 THROUGH
DECEMBER 31, 1969

JANUARY 1, 1971 THROUGH
DECEMBER 31, 1971 .

JANUARY 1, 1974 THROUGH
- DECEMBER 31, 1974

3*

ESTIMATED

AMOUNT  OF
BENEFITS

$ 3,763,000

$13, 649,000

$13,205,000

$29,777,000

$49,107,000

$92,000,000 *

PERCENT
OF TOTAL
BENEFITS

2.417

4,517

4,767

6.20%

/7.047

10.00% *

7/

p ;
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ESTIMATE OF INCREASED PREMIUMS WHICH WOULD
BE CREATED BY PASSAGE OF HB 2795

Average monthly increase would be $2.25 per month for
single membership and $4.26 per month per family member-
ship.

Aggregate annual increase by category of business:

Non-Group ‘ $ 232,700
Farm $ 457,500
Plan 65 $4,303,900 (This is our complementary

coverage to Medicare)

Merit Rated Group $2,219,800 (Groups with 25 or more
contracts)

Community Group $1,445,800 (Groups with less than 25
contracts)
Total $8,659,700 This represents the total

increase premium costs to
those contracts not now
covered by the rider.
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‘Kansas Employer Coalition on Health, Inc.
1271 S.W. Harrison e Topeka, Kansas 66612 e (913) 233-0351

Testimony before the
House Insurance Committee
re: H.B. 2795

February 14, 1984

Good morning, members of the Committeé and others. My name is Werner A,
Gliebe, Managing Consultant to the Kansas Employer Coalition on Health, Inc.

' The Board of Directors and general membership of KECH want to thank you for
having us speak before you today on H.B. 2795. Before addressing the proposal,
I will briefly describe KECH and its mission.

KECH is a non-profit membership organization of employers throughout the
state, formed early in 1983, whose focus is on the cost, quality, efficlency
and effectiveness of the health care system in Kansas. It seeks to improve the
system on those criteria and is especially concerned about the health care cost
increases experienced by its member employers in recent years. Membership is
open to all types of employers, including providers and insurors,bip the belief
that the problem: has built up over a long period, has been contributed to by
all parties concerned, and will require the efforts of all parties to generate
long term solutions.

There are currently 61 employer members of KECH, representing about 17,000
full time equivalent employees and thousands more depeﬁdents and retirees. The
membership originates from throughout the state including Atchison, Kansas City,
Topeka, Salina, Great Bend, Wichita, Coffeyville, and Pittsburg among other cities.
A current brochure including members is attached. KECH is governed by a 13-member
Board of Directors, whose chairman is Bill Woellhof{‘Vice President for Adminis-

tration of Kansas Power & Light Company here in Topeka. Other organizations on

/S
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the Board include:

Allis Chalmers Corporation Fuller Brush Company

Lawrence Paper Company Goodyear Tire & Rubber Company
Stauffer Communications, Inc. Kansas Medical Society

Acme Foundry, Inc. Procter and Gamble Manufacturing Co.
Blue Cross & Blue Shield of Kansas Security Benefit Group, Inc.

Exline, Inc. Stormont-~Vail Regional Medical Center

For any employer as well as KECH, a cost containment strategy includes a

multitude of possible actions toward three strategic objectives:

o Reducing consumer demand
o Creating efficiency incentives

o Controlling resource supply

Taken together, these objectives should begin to slow the growth in resources

pouring into the health care system. TFurther, all the objectives must be pursued

simultaneously in order for meaningful long term solutions to be achieved.

We will keep our comments brief and maintain that the bill under considera-

tion, H.B. 2795, runs counter to all the strategic objectives just mentioned.

(o}

Roemer's Law, documented first with regard to hospital beds, is the
common sense notion that if something is paid for by someone else
("free'), more demand will be generated for the service. ‘But, since
especially in health services the doctor (or other professional) knows
best, providers can create their. own demand. Need is not the same as
demand and it varies with price. Patients are more likely to accept

a professional recommendation of needed service if it is "free." 1In
other words, mandating outpatient benefits will increase total
expenditures, contrary to the goal of reducing consumer demand.

We are seeing employers and government policymakers argue that con-
sumers should share in the cost of services to become "price sensitive."

W

This will decrease demand. The recently published RAND‘institute study
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(copy attached) found that those consumers who shared more in the cost
did indeed use fewer services with no decrease in health. This bill runs
counter to such competitive efforts to contain costs reinforcing the old
cost based reimbursement system that caused much of our health cost
problem.

One means to generate efficiency is utilization review of services for
medical necessity. Unfortunately, mental health services have not been
reviewed effectively since there is often disagreement about diagnosis
and appropriate treatment. Therefore, the amount of services used is
often related to the amount that will be reimbursed.

The argument is often presented that outpatient coverage will avoid
costly inpatient coverage in the future. However, there is no data
available documenting the number of hospitalizations that would be saved
by outpatient coverage. In fact, this legislation would add over $25/yr.
to an individual's premiums, with no choice as to whether that coverage
should be included in their plan.

Large employers (over 400 or 500 employees) will increasingly self-insure
their plans to avoid these requirements costing the state premium tax
dollars. Further, if the state ﬁandates additional coverage, those most
affected will be the small employers in Kansas and individual policy-
holders.

As you well know, small businesses represent the overwhelming block
of employers in Kansas. Tt will also affect all individual policyholders
including the elderly who are already suffering from reduced government
support for health and welfare expenditures. Under this legislation

employees and private persons will have to spend those dollars for these
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services taking away their choice as to how they would have spent those
dollars. And government studies have shown that workers with a choice
after receiving:- basic coverage prefer cash over more comprehensive
health benefits.
o Any ldng term cost containment strategy requires that the health system's
growth at least be managed if not contained. We have too many hospitals,
- too many nursing homes and too many specialty physicians. Decreasing
demand will over time place constraints on the new dollars going into the
MM;t&“:f health industry. Bills such as H.B. 2795 will require that additional

dollars go into the system, precisely the opposite of what needs to be

done to contain costs.

One of the long term strategies to contain health costs is to change
unhealthy life styles by providing programs which will promote health. As part
of the first statewide employer health benefits survey, KECH is identifying how
many firms are now or are considering providing health promotion programs. KECH
supports employer involvement in health promotion programs for effployees to
réduce dependence on traditional mental health services. The cuypent law giving
employers the option to provide such coverage is consistent Witg”i%e KECH goal of
redesigning benefit packages to reflect true needs of employees. A more useful
avenue for this committee, endorsed by the Governor in his legislative message,
would see to it that all insurors provide meaningful information to employers on
which services are being used by their employees. At that point, employers can
design their benefits packages to reflect real needs rather than being forced to

include coverages that will increase demand but may not be the highest priority

need. KECH, on behalf of its employer members, therefore urges this Committee to

AN

reject this proposed bill.

EE Thank you for the opportumity to present these remarks. If there are any

/(‘jr
questions I will be pleased td**try to respond.
53

e




1426 " THE NEW ENGLAND JOURNAL OF MEDICINE De 3

SPECIAL ARTICLE

DOES FREE CARE IMPROVE ADULTS’ HEALTH?

Results from a Randomized Controlled Trial

Rosert H. Broox, M.D., Sc.D., Joun E. WaRE, Jr., Pu.D., WiLLiaM H. RocEers, Pr.D.,
EmmeTT B. KEELER, Pu.D., ArLyson R. Davies, Pu.D., Catuy A. DonaLp, M.A,,
Grorci A. Gorpeerc, M.D., Karureen N. Lour, Pu.D., Patricia C. MastaAY, M.S.,
AND JosepH P. NewHoUsE, Pu.D.

Abstract Does free medical care lead to better health
than insurance plans that require the patient to shoulder
part of the cost? In an effort to answer this question, we
studied 3958 people between the ages of 14 and 61 who
were free of disability that precluded work and had been
randomly assigned to a set of insurance plans for three or
five years. One plan provided free care; the others re-
quired enrollees to pay a share of their medical bills. As
previously reported, patients in the latter group made ap-
proximately one-third fewer visits to a physician and were
hospitalized about one-third less often. For persons with
poor vision and for low-income persons with high blood
pressure, free care brought an improvement (vision better

PENDING at least some money on medical care is
indisputably worthwhile. But does spending yet
more buy still better health? In individual cases, the
answer may be an obvious yes or no, but in the popu-
lation as a whole the point of diminishing (or absent)
returns has been difficult to identify.'”’

Critics of the existing system have contended that
developed countries spend too much on medicine;
they argue that this practice increases iatrogenous ill-
ness.?? The extreme versions of this argument, consti-
tuting a kind of “therapeutic nihilism,” have been co-
gently criticized,'®'! and in this country public policy
has proceeded for moré than five decades on the as-
sumption that if some medical care is good, more
would be better. The main instrument of this policy
has been increased insurance coverage, both public
and private. oo

While this policy has been in cffect, the national
outlay on medical care has steadily increased and has
now reached a level that causes concern in many quar-
ters. One of the few potential methods for reducing
expenditure appears to be to increase the proportion

of costs borne by the people who are consuming medi-

cal care. ;

What fraction of their costs, if any, patients should
be required to pay is thus a central and serious ques-
tion of policy. Proponents of cost-sharing argue that it
curtails frank abuse and restrains the purchase of care

From the Departments of Medicine and Public Health, Center for the Health
Sciences, University of California at Los Angeles, and the Departments of Eco-
nomics, Behavioral Sciences, and System Sciences, The Rand Corporation,
Santa Monica, Calif., and Washington, D.C. Address reprint requests to Dr.
Brook at The Rand Corporation, 1700 Main St., Santa Monica, CA 90406,

Supported by a Health Insurance Study grant (016B80) from the Department of
Health and Human Services, Washington, D.C. The views expressed are those of
the authors and do not nccessarily represent those of the Department of Health and
Human Services or of The Rand Corporation.

by 0.2 Snellen lines, diastolic blood pressure lower by 3

mm Hg); better control of blood pressure reduced the cal-

culated risk of early death among those at high risk. For

the average participant, as well as for subgroups differing -
in income and initial health status, no significant effects

were detected on eight other measures of health status
and health habits. Confidence intervals for these eight

measures were sufficiently narrow to rule out all but a

minimal influence, favorable or adverse, of free care for

the average participant. For some measures of health in

subgroups of the population, however, the broader confi-

dence intervals make this conclusion less certain. (N Engl

J Med 1983; 309:1426-34.)

that yields little or no benefit. Opponents counter that
if people must pay out of pocket for medical care, their
access to appropriate levels of care will decrease and
they will suffer accordingly. Data in support of either
position have been all but nonexistent.

This dearth of information prompted the federal
government to support a controlled trial. Known as
the Rand Health Insurance Experiment, the project
randomly assigned a sample of families to a variety of
different insurance plans; one group received all their
medical care free of charge; others paid some percent-
age of their health bills up fo a stipulated maximum.
We have already reported that when cost sharing was
higher, use of medical care,(visits to physicians, adult
hospitalizations) and accordingly total expenditures
were lower.'2 To take one example, people enrolled in
cost-sharing plans made only about two thirds as
many outpatient visits as those receiving free care.'?

These earlier analyses left an important question
unanswered: Were the people who received free medi-
cal care, and who thus used more of it, healthier as a

result? Here we report what happened to several

health-status measures among a group of adults under
age 65 who received free care, as compared with a
similar group that was required to share in the cost
of care.

METHODS
Sample and Sites

The experiment, which ran from November 1974 through Janu-
ary 1982, enrolled 3958 people between the ages of 14 and 61 who
belonged to 2005 families; 70 per cent of the sample participated for
three years, and the remainder for five years, Families lived in one of
six sites (Seattle, Washington; Dayton, Ohie; Fitchburg or Franklin
County, ‘Massachusetts; and Charleston or Georgetown County,
South Carolina) and, except for certain intentional differences, were
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representative of the general population of the area where they
Iivcd.”""'ls

Excluded from the experiment were families with an annual in-
come above $54,000 (1982 value), who constituted about 3 per cent
of those initially contacted; persons who were too badly disabled to
work and therefore cligible for Medicare; and family members over
the age of 61 at entry to the study. Included in the overall experi-
ment but not in this analysis (nor in the above numbers) were
children under the age of 14 and a group of families in a prepaid
group practice; they are the subjects of separate analyses.

Insurance Plans and Benefits

Families were assigned to one of 14 experimental insurance plans
by a random-sampling technique that made the distribution of fam-
ily characteristics in each assimilar as possible.'® No premium was
charged for any plan. Any family assigned to a plan that offered less
coverage than its current insurance was reimbursed an amount
equal to its maximal possible loss, This money was paid in install-
ments every four weeks, and the family was not required to spend it
on health care. Such payments had a negligible effect on use,'”

All plans covered ambulatory and hospital care, preventive serv-
ices, most dental services, psychiatric and psychological services
(limited to 52 visits a year), and prescription drugs.'?

For this analysis, cach of the 14 insurance plans was assigned to

. onc; of four categories (one providing free care, the other three re-
quiring cost sharing) as follows: the free plan, under which the

FREE HEALTH CARE — BROOK ET AL. 1427

family received all services without charge; the individual-deduct-
ible plan, under which the family paid 95 per cent of the cost of each
outpatient service up to an annual out-of-pocket expenditure of $150
for each person ($450 for a family), and all outpatient care beyond
that amount, as well as all inpatient care, was free; the nine interme-
diate coinsurance plans, under which the family paid 25 or 50 per
cent of all its health bills each year, inpatient and outpatient, until it
had spent 5, 10, or 15 per cent of its income or $1,000, whichever
was less (in three of these nine plans the family paid 50 per cent for
dental and mental-health services and 25 per cent for all other
services; in some sites and years the maximum expenditure was
limited to $750); and finally the three income-related catastrophic
plans, under which the family paid for 95 per cent of all its health
bills up to 5, 10, or 15 per cent of its income or $1,000, whichever
was less,

In many analyses we have grouped the cost-sharing plans and
compared them with the free-care plan.

Health-Status Variables

Starting with the World Health Organizations’s definition of
health,'” we developed or adapted measures to evaluate the effect of
cost-sharing on health status. This comprehensive set comprised
lour distinct categories — general health, health habits, physiologic
health, and the risk of dying from any cause related to risk factors
(i.c., high blood pressure, high serum cholesterol level, or cigarette
smoking). Because actual deaths in our experimental population

Table 1. Operational Definitions and Mean Scores for Self-Assessed General Health Measures at Enrollment.

HEALTH VARIABLE AND
OPERATIONAL DEFINITION

TypcaL ITEM

MEAN SCORE AT
ENROLLMENT

INTERPRETATION OF
ErFecT S12zE

“Goon” e

HEALTH * HEALTH 1
Physical functioning: A standardized “Do you have any trouble 100 44.8 A 10-point difference = the
(0-100) scale (23 items) that indicates cither walking one block effect of having chronic,
the degree to which the person has or climbing one flight of mild osteoarthritis. 1§
limitations in personal self-care, stairs because of your
mobility, or physical activities,'?-2 health?”
A high score means greater capacity
for physical activity.
Role functioning: A dichotomous “Does your health keep 100 0 A l-point difference = a
measure (2 items) that indicates you from working at a probability 1 percentage
whether the person can perform work, school, job, doing work around point higher of being
or housework activities free of limitations the house, or going to limited in the performance of
due to poor health.!®2® A high score school 7" one's principal role.
means a higher probability of role .
functioning. Mean probabilities are !
expressed as percentages.
Mental health: A standardized (0-100) “How much of the time, dur- 86.4 53.0 A 3-point difference = the
scale (38 items) that measures anxiety, ing the past month, have impact of being fired or
depression, emotional ties, behavioral/ you felt downhearted laid off from a job.
emotional control, and psychological and blue?”
well-being during the previous month.2!-2}
A high score reflects higher or more
positive levels of mental health.
Social contacts: A standardized (0-100) “About how often have 94.3 29.1 A 10-point difference = an
scale (3 items) that measures contacts you visited with friends increase of 2 percentage
with friends and relatives during the at their homes during points in the probability
past month or year.* A high the past month? (Do not of being psychiatrically
score reflects higher levels of count relatives.)” impaired.
social activity. R
Health perceptions: A standardized (0-100) “My health is excellent.” 83.6 47.8 A S-point difference = the
scale (22 items) that measures the person’s cffect of having been diag-
perceptions of past, present, and nosed as having hypertension, §
future health, susceptibility to illness,
and worry about health.?® A high score
reflects better perceptions of one’s
health status.

*Mean scores for the healthiest 40 per cent of the distribution, . . tMean scores for the sickest 20 per cent of the distribution.

tAmong participants In the experiment, adjusted for age and sex.

§Classification_is based on the person's responding yes to questions about ever having acute or chronic pain, aching, swelling, or stiffness in fingers, hip, or knee,
fClassification is based an the person’s responding yes to a question about ever having been diagnosed as having high blood pressure and yes 1o a question about h

aving been so dingnds:éd more
than once or to a question about having had pills or medicines prescribed for high blood pressure. .
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Table 2. Operational Definitions and Mean Values for Health Habits and Physiologic

Measures.

defined as being in the lowest fifth of the
distribution of health status at enrollment,

HEALTH VARIABLE AND
OFERATIONAL DEFINITION

MEAN VALUE FOR
PERSONS AT
ELEVATED Risx *

Smoking: A six-level measure of the 1.89
risk of death due to smoking
relative to not smoking.?
<1 pack/day
I pack/day
2 packs/day
>2 packs/day

Weight (kg) T 88.4 Standardized for height (in meters)
by multiplying by (1.75/height)
for men and by (1.65/height)’
for women. Standardized
for sex by summing 0.5
(average value for men) and 0.5
(average value for women),?’

Serum cholesterol level (mg/dl) 242

Diastolic blood pressure (mm Hg) 88

Functional far vision: Measured in no. of 2.95 % Line 2 = 20/20

Snellen lines. “Functional” means with Line 3 = 20/25

whatever correction (if any) used Line 4 = 20/30

by the person to improve vision.

Risk of dying: The risk of dying from 2.02
any cause relative to that of persons with

average values of major risk factors:

100 exp(Index)/(1 + exp(Index)), where

Index = 1.28 smoking scale + 0.0023

cholesterol + 0.023 systolic

blood pressure — 9.52. aged men, 2

SPECIFIC SCORING

Never smoked/exsmoker 1.00
Pipe/cigar smoker only 1.06
Cigarette smoker

The coefficients of the risk
factors are median values of
the coefficients in the

logistic regressions for death
from any cause in five studies
of heart discase in middle-

being in “good health” as being in the high-
est two fifths (Table 1). The effect of “low”
or “high” income at enrollment was also
tested. A “low” income was one in the lowest
one fifth (a mcan of $7,300 for a family of
four in 1982 dollars), a “high” income was
one in the highest two fifths (a mean of
1.57 : $40,000). For all the remaining explanatory
179 variables, we used mean population values
2.07 in the regressions when generating the pre-
2.20 dictions.

Medical care could be expected to have
the most benefit for people with a health
problem, but plan effects might be obscured
if data on this subsample were pooled with
those on the whole group. Accordingly, for
cach indicator of physiologic health (blood
pressure, vision), health habits (smoking,
weight, and cholesterol level), or risk of dy-
ing (Table 2), we divided our sample into
those likely, by the time of exit, to have ab-
normal or normal values on the basis of data
from the initial examination and responses
to the questionnaire. We could detect no sig-
nificant effects of the insurance plan on val-
ues for the group that was expected to have
normal values at exit, so we focused the anal-
ysis on the group that was expected to be
least healthy or at an elevated risk of dying
(the least healthy quarter of the sample). For
visual problems, we defined persons at high

*Means for the sickest 25 per cent of the distribution except for functional far vision. Enrollment values are given for
, vision, and risk of dying.
+Values exclude those for persons 14 to 17 years of age at enrollment and pregnant women.

smoking and weight. Predicted exit values are given for ch

ol level, blood p

$Value represents the mean corrected score for vision of those whose uncorrected vision in the betler eye was worse than

20/20; i.e., the mean for the worst 53 per cent of the distribution.

were too infrequent to allow meaningful analysis, we calculated
an index predicting the extent to which eventual mortality would
be affected by the specified risk factors.'® In this paper we ana-
lyze 11 measures from the four categorics {Tables 1 and 2). A num-
ber of other physiologic measures, as well as measures of dental
health, have yet to be examined.

Data on gencral health (such as physical health, role function-
ing, and health perceptions) and health habits (such as smoking)
were collected from a medical-history questionnaire that was self~
administered at the beginning of the experiment (enrollment) and
three or five years later (exit); the reliability, validity, and other
psychometric properties of these measures have been reported clse-
where.!%27? Blood pressure, serum cholesterol level, and visual
acuity were measured at medical screening examinations that were
given at enrollment to a randomly selected 60 per cent of the sample
and at exit to the entire sample.*%%?

~Methods of Analysis

To answer the question “Did the free plan improve health more
than the cost-sharing plans?” we began by identifying certain varia-
bles that could be expected to affect the results and could be used in
developing health-care policy. We then employed regression meth-
ods to estimate the influence of the “explanatory” variables (such as
cost of care under each plan, family income adjusted for size and
composmon of the family, and initial state of health) on the “re-
sponse” variable — namely, health status at exit.?®

To interpret these effects we then used the regression equations to
predict the health status at exit of people with any given sct of
characteristics at entry. In particular, we calculated health status
for the average par ticipant and for those in certain subgroups with
relatively high or low incomes and with good or poor health.

Because we especially wanted to know the efféet of cost sharing on
people with poor health or low income, we measured all interactions
between these factors and the various insurance plans. A score on
each of the five general-health measures was determined for a per-
son who was initially “ill” or in “good health.” Being “ill” was

risk as those with an acuity at exit that was
worse than 20/20 in the better eye without
glasses (roughly half the sample}.

Because we had no prior expectation that
cost sharing would affect health either favor-
ably or adversely, we used two-tailed tests of
significance throughout. We have followed the convention of label-
ing a result “significant” if it was likely to occur by chance no more
often than 1 time in 20. However, results falling short of this crite-.
rion should not necessarily be ignored. In some cases, although the
calculated result is statistically ingignificant, the confidence interval
indicates that its actual value could plausibly have some clinical
importance; that is, the range of values having 95 per cent certainty
of bracketing the real one could include some that are medically
important. All statistical tests were corrected for correlation of the
error term within each family and for the nonconstant variance of
the error term.?%%3

Possible Artifacts and Biases

We anticipated three problems that may have led to biased esti-
mates or erroneous inferences. First of all, the various plan offerings
may have been accepted by different kinds of people, whose health
or other characteristics would have biased the outcome. Secondly,
participants may have dropped out of the various plans at diflerent
rates as a function of their current health. Either factor could have
distorted our picture of the actual effects of being enrolled in a
particular plan. Thirdly, certain data were missing: some gaps were

unplanned” {for example, participants occasionally did not com-
plete all questions on the exit questionnaire), and some were
“planned” (certain participants, for example, were not asked to take
an enroliment screening examination). Only the unplanned loss of
data carried the potential for bias, because the planned gaps were
known to have been distributed randomly,

We adopted several strategies to counter the potential for bias.
First of all, we compared health-status values at enrollment for
participants in each plan, and we compared selected characteristics
of the people who refused the, offer with those of the people who
accepted. If these groups had similar values, we would have little
reason to suspect bias.

Secondly, in the regression models we included initial values of
the health-statis variables as well as values of other variables
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known to influence the response Junder
study. (For example, high blood pressure at
entry predicted high blood pressure at exit,)
We thereby controlled statistically for any
cffect of nonrandom composition of the sam-
ple with respect to these explanatory vari-
ables.

Thirdly, through questionnaires we ob-
tained longitudinal information on general
health measures and smoking for people who
voluntarily withdrew from the experiment
and for those who did not complete the ex-
periment for other reasons. Thus, we were
able to include many of the dropouts in the
analysis. We did not attempt to recover in-
formation on physiologic measures from par-
ticipants who left the sample prematurely;
results for these measures were based only
on values for those who completed the ex-
periment.

Data missing as a result of unplanned
nonresponse never amounted to more than 2
per cent for any one question, so bias from
this source should have been negligible.
Nevertheless, in order to include people with
‘missing ‘data in the analysis, we imputed
scores to them 2834

REsuLTs
Threats to Validity
Acceptance of the Enroliment Offer

Acceptance rates varied as a
function of plan: 92 per cent of the
families accepted the offer to join
the free plan, 83 per cent the indi-
vidual-deductible plan, 89 per cent
the intermediate plans, and 75 per
cent the catastrophic plans. To de-
termine whether these different ac-
ceptance rates may have biased our
results, we examined the health sta-
tus of all enrollees at the start of the
experiment and detected no signifi-
cant differences among plans in any
health measure at enrollment or in
family income, education, or age
(Table 3). Only the proportion of
female family members was slightly
different according to plan, and one
significant difference would be ex-
pected to occur by chance among
the 20 comparisons made.

We also compared people who
refused the enrollment offer with
those who accepted.?® Results of
this comparison established that
the different acceptance rates were
unlikely to have affected our con-
clusions.

Retention in the Experiment

During the experiment, each
plan lost some of its participants be-
cause of voluntary withdrawal (in-
cluding withdrawal to join the mili-
tary), involuntary factors (such as

LR Rk
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Table 3, Values of Demographic, Study, and Health-Status Measures at Enrollment,
According to Type of Experimental Insurance Plan.*

VARIADLE AND Brizr
DESCRiPTION T

CATA- INTER-
STROPHIC MEDIATE
No. of enrollees 759 1024
=14 years of age
Mean age (yr) 32.8 33.8
Sex (% female) 56.1 53.5
Race (% nonwhite) 20.8 17.4
Mean family income 21,500 22,800
adjusted for family
size (1982 dollars) §
% Hospitalized in year before 1.5 1.2
enrollment
Mean no. of physician visits 4.49 4.23
in year before enrollment
Mean education (yr) 119 12.0
% Taking enrollment 59.1 57.8
screening examination
% Enrolled for 3 years 69.8 67.4
Physical functioning (mean
score, 0-100)
Enrollees 89.6 88.7
Analytic sample 89.6 89.0
Role functioning (mean
score, %)
Enrollees 94.8 91.
Analytic sample 94.8 92,
Mental health (mean
score, 0-100)
Enrollees 73.8 75.0
Analytic sample 73.8 75.1
Social contacts (mean
score, 0-100)
Enrollees 72.8 72.1
Analytic sample 72.6 72.2
Health perceptions (mean
score, 0~-100)
Enrollees 70.5
Analytic sample 70.4
Smoking scale {mean
score, 1-2.20)
Enrollees
Analytic sample
Mean standardized weight (kg)
Enrollees
Analytic sample 71.6
Mean cholesterol level (mg/dl) - .
Enrollees 207 205
Analytic sample 208 205
Mean diastolic blood pressure
(mm Hg)
Enrollees 75.2 75.3
Analytic sample 76.0 75.4
Functional far vision (mean
no. of lines)
Enrollees 2.28 2.39
Analytic sample 2.28 2.37
Risk of dying (mean score)
Enrollees 0.99
Analytic sample 0.99

CosT-SHARING Prans

INDIVIDUAL TOTAL §
DEDUCTIBLE
881 2664
33.6 33.4
53.8 54.4
18.3 18.9
23,300 22,500
12.0 1.6
4.80 4.51
12.0 12.0
58.6 58.5
71.3 69.5
89.1 89.1
89.6 89.4
91.8 92.8
92.5 93.1
73,7 74,2
73.9 74.3
72.3 72.4
72.0 72.2
69.4 70.4
69.7 70.4
71.0
71.6
206 206
207 207
75.4 75.3
75.7 5.7
2.42 2.3;7
2.41 2.35
1.13
1.13

Free
Pran

1294

33.3
52.2
16.6
22,100

11.8
62.5

68.9

88.9
89.0

93.1
93.0

74.7
74.7

72.5
72.5

69.7
69.8

202
204

74.6
74.7

2.33
2.32

T-Test
Varue §

-0.0
-2.1
-1.2
~0.5

0.1

0.2

~1.4
1.6

-0.3

-0.2
-0.5

0.3
~0.2

0.9
0.8

=0.7
~0.3

=0.9
-0.9

-0.6
-0.8

*Values are adjusted for differences according to site.

For demographic data, table entries include everyone with valid enroliment data, For health mensure:

enrollees excludes persons who did niot have valid enrollment data because of the
an initial screcning examination) or to missing data, and the mean score for analytic samples excludes the'same persons plus

those who did not have valid exit data.

s, the mean score for

study design ¢.g., they were not assigned to

$Values represent equally weighted averages of the three types of cost-sharing plans.
§For an explanation and rationale of the adjustment, see Brook et at.28
§Value shown is for the difference between free and cost-sharing plans.
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Table 4. Numbers of Adult Enrollees According to Category of Participation in Experiment and Plan.

CATEGORY OF
PARTICIPATION

CATA~ INTER-
STROPHIC MEDIATE
No. % No. %o
Total enrolled 759 100.0 1024 100.0
Completed enrollment 642 84.6 926 90.4
and exited normally
Left experiment voluntarily 83 10.9 43 4.2
Terminated for 3 0.4 13 1.3
health reasons T
Terminated for non- 24 3.2 31 3.0
health reasons T
Died 7 09 . 11 11
Recovered for analysis § 94 80.3 § 84 85.7

COST-SHARING PLANS

© FREE PLAN ToTaL
INDIVIDUAL TOTAL
DEDUCTIBLE
No. % No. % No. % No. %
881 100.0 2664 100.0 1294 100.0 3958 100.0
772 87.6 2340 87.8 1225 94.7 3565 * 90.1
53 6.0 179 6.7 5 0.4 184 4.7
11 1.3 27 1.0 15 1.2 42 1.1
34 3.9 89 3.3 38 2.9 127 3.2
1 1.3 29 1.1 11 0.9 40 1.0
69 63.3 247 76.2 54 78.3 301 76.6

*The actual analyses are based on a slightly smaller sample, because forms were not available for under 1 per cent of this sample.

tParticipation ended because the person no longer fulfilted criteria for panticipation eligibility. Health reasons included becoming eligible for disability Medicare and being institutionalized;

nonhealth reasons included joining the military and failure to complete data-collection forms.

1Form nchrcsponse not included. The number anatyzed equals the number completed plus the number recovered minus the number of nonresponses.
§Percentages in this- row are based on the number of enrollees in each plan who did not complete enroliment.

incarceration), health reasons (mainly, becoming eli-
gible for disability Medicare), or death. The latter two
health-related factors did not differ materially as a
function of plan (Table 4). In all, 95 per cent of those
in the free plan completed the experiment normally by
filling out the medical-history questionnaire and going
through the final screening examination, as did 88 per
cent of those in the individual-deductible plan, 90 per
cent in the intermediate plans, and 85 per cent in the
catastrophic plans.

To test whether these differences affected our re-
sults, we collected data on general health measures
and smoking behavior of people who had terminated
for various reasons and ran our analyses with and
without them. Our findings were not altered by in-
cluding or excluding these data, which were obtained
from 73 per cent of those who withdrew voluntarily, 83
per cent of those who terminated for health reasons, 78
per cent of those who died, and 82 per cent of those
who terminated for reasons not related to health:
Thus, data from these people were included, and the
final sample used for the questionnaire-based analyses
comprised 99 per cent of the participants in the free
and intermediate plans, 97 per cent of those in the
catastrophic plan, and 95 per cent of those in the indi-
vidual-deductible plan. The percentages with com-
plete data on physiologic measures (as well as weight)
were lower because after enrollment no screening ex-
amination was administered to the participants who
left the experiment carly.

As a further check for possible bias, we examined
the values for health status at enrollment in the actual
sample used for each analysis. We detected no differ-
ences according to plan (Table 3).

Effects on Heaith Status

For the average person enrolled in the experiment,
the only significant positive effect of free care (P<0.05)

was that for corrected far vision, although the differ-
ence in diastolic blood pressure approached statistical
significance (P = 0.06) (Table 5). The corrected vi-
sion of those enrolled in the frec plan was better (2.4
vs. 2.5 Snellen lines, or an acuity of about 20/22 vs.
20/22.5).

No other health measure showed a significant differ-
ence between the free and the cost-sharing plans. Fur-
thermore, only for hypertension, the risk of dying, and
role functioning did the direction of the overall (main)
effect favor the free plan (see the two rightmost col-
umns of Table 5). For the remaining measures, the
direction of the main effect favored the cost-sharing
plans. )

Confidence limits for the differences between the
free and the other plans were relatively narrow in all
cases; thus, it is unlikely that-our conclusion that there
was little or no effect is far off the mark. To verify that
this conclusion did not depend on our method of pre-
diction, we compared the predicted differences with
the differences between the raw means of the two
groups. The predicted differences and the differences
in the raw means scarcely diverged (see the two right-
most columns of Table 5), although precision was bet-
ter for the predicted values.

Within the cost-sharing group of plans, outcomes
were more similar than between the free-care plan and
the cost-sharing plans. Such an outcome is not surpris-
ing because differences in use were greater between
the free-care plan and the cost-sharing plans than
within the group of cost-sharing plans.!?

The Influence of Income and Health Status on General
Health

In addition to detecting no significant effect on five
general measures of health for the average person
(Table 5), we were unable to detect any significant
differences among subgroups that differed in income
and initial health status (Table 6). Confidence inter-
vals for subgroup analyses were, of course, wider than
for the sample as a whole; hence, we cannot be as
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certain as with the entire sample that clinically impor-
tant effects did not occur in these subgroups.

The Elevated-Risk Groups

At the end of the experiment, neither smoking sta-
tus, cholesterol level, nor weight differed as a function
of plan, even among participants judged to be at ele-
vated risk on these measures (Table 7). Diastolic
blood pressure among those who were hypertensive
or nearly hypertensive was 1.4 mm Hg lower on the
free plan than on the cost-sharing plans (P = 0.07).
Among those whose uncorrected far vision was worse
than 20/20, corrected vision was, collectively, about
0.2 Snellen lines better — an improvement in visual
acuity from 20/25 to 20/24 (P<0.05),

For the average person at exit, the risk of dying from
any cause (on the basis of smoking habits, cholesterol
level, and systolic blood pressure) was set arbitrarily
at 1.0. By comparison, the relative risk of dying for
someone in the group at clevated risk (generally the
upper quartile of the distribution of risk factors) was,
on avérage, 2.02; that is, a member of this group
‘wollld have been twice as likely to die during the sub-
sequent year as the average person of the same age
and sex. For high-risk members of the free-care plan at
exit, the relative risk of dying was 1.90, as contrasted
with 2.11 for those in the cost-sharing plans (Table 7).
This 10 per cent difference in favor of frec care was
significant (P<<0.05) and was principally attributable
to the improved control of high blood pressure among
those in the free plan. '

The improvements in vision, blood pressure, and
risk of dying were largest in the group with low income
and elevated risk (see the first column.of Table 8). For
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them, the differences between the free and the cost-
sharing plans were significant for blood pressure and
the risk of dying, whereas neither of these differences
was significant for the higher-income group. For in-
stance, the difference in diastolic blood pressure for
persons of low income who were judged initially to be
at increased risk of hypertension was 3.3 mm Hg
(P = 0.02); for such persons of high income it was only
0.4 mm Hg (P>0.05).

At this point, it is tempting to infer that free care
improved the health of the poor but not of the rich.
Unfortunately, our data do not permit quite such a
blunt summary. If we begin with the (null) hypothesis
that free care makes no difference to the poor who are
at clevated risk, our findings permit us to reject it; free
care does make a difference, as shown by the two sig-
nificant values in Table 8. On the other hand, we were
unable to demonstrate that free care benefited people
with a high income and high risk; here we cannot

reject the null hypothesis. Given the conditions of our

experiment, {ree care made no detectable difference to
this group. Now, however, a paradox emerges, If we
start with another null hypothesis — that the two in-
come groups responded in the same way to the various
plans — we would expect to see it rejected, but be-
cause the differences between the two groups are not
significant, we cannot reject this hypothesis.

Thus, we are reasonably confident that poor people
at elevated risk benefited from receiving free care, but
we cannot draw-any conclusion about the higher-
income group. We cannot say that they benefited from
receiving free care, but we also cannot show that they
responded differently from the lower-income group,
who wer¢ benefited.

Table 5. Predicted Exit Values of Health-Status Measures for an Average Person According to Measure and Plan,
’ and Raw Mean Difference.

HEALTH-STATUS No. * COST-SHARING PLANS FREE PREDICTED MEAN RAW MEaN,
MEASURES PLaN DIFFERENCE DiFFERENCE
{free minus (free minus '
CATA- INTER- INDIVIDUAL TOTAL cost-sharing) + cost-sharing)
STROPHIC ~ MEDIATE  DEDUCTIBLE
General health
(score, 1-100) .
Physical functioning 3862 86.0 85.0 84.9 85.3 85.3 0.0 (-1, 1.5) ° -03 (-23,1.7)
Role functioning 3861 95.5 95.0 94.7 95.1 954 0.3 (~0.6, 1.2) ~03 (-2.2, 1.6)
Mental heaith 3862 75.6 75.5 75.8 75.6 75.5 =0.2 (~1.1,0.8) =0.1 (=11, L.Oy
Social contacts 3827 69.3 70.2 69.8 69.8 69.4 =03 (-2.3, 1.6) =02 (~2.4,2.0
Health perceptions 3843 68.1 68.0 67.9 68.0 67.4 ~0.6 (~1.5,0.3) ~0.9 (-2.1,0.3)
Health habits
Smoking (scale, 1-2.20) 3758 1.28 1.29 1.29 1.29 1.29 0.0 (-0.02, 0.02) —0.00 (~0.03, 0.03)
Weight (kg) 2804 72.8 72.6 73.1 72.8 72.8 0 (-0.50.5) 0.0 (~1.0, 1.0)
Cholesterol level 3381 202 200 204 202 203 1.0 (-1, 3) 1 (=2,4)
(mg/dl)
Physiologic health ’
Diastolic blood pres- 3232 79.2 79.1 79.3 79.2 78.5 =0.7 (~1.5,0.02) ¢ -0.8 § (~1.7, —-0.02)
sure (mm Hg)
Functional far vision 3477 2.55 2.50 2,51 2.52 242 -0.1 (-0.1s, =0.04) % -0.13 (~0.20, —0.06)
(no. of Snellen lines)
Risk of dying (score) 3317 1.01 0.98 1.03 1.01 0.99  ~0.02 (-0.05, 0.02) —~0.03 (~0.07, 0.02)
*Numbers of persons in various parts of the analysis are dissimilar b noncompleters were ngl,‘ tuded for physiologic health, weight, or cholestero! leve! and because of differences among
measures in the number of. persons with valid enrollment or exit data, ' T :

TNumbers in parenthesés are 95 per cent confidence intervals; an approximate confidence interval is given for role functioning.

= 1.89, P.= 0.06.

§Although this value is
¥t = 3.29; P = 0.001, Persons with normal vision were included and given a value of 2.0,

significant, because of differences in base-line blood-pressure values, it cannot be relied on,
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Table 6. Predicted Exit Values of Self-Assessed General Health Measures According
to Measure, Plan, Income, and Initial Health Status.*

share the cost of care made about a
third fewer ambulatory visits and

GENERAL HEALTH- ToraL FreE FREE MiNus TovaL
STATUS MEASURE CosT- PrLaN CosT-SitarinG 1 Cost-
SHARING SUARING

Low Income and Initial 11l Health Low Income and Initial Good Health

Physical functioning 60.3 65.9 5.6 (—2.9, 14.0) 89.8

Role functioning 69.0 46.3 —22.7(—53.2,7.8) 95.0
Mental health 65.6 67.0 1.4 (18,47 81.1
Social contacts 51.8 55.3 3.5 (5.2, 12.2) 71.7
Health pereeptions 54.2 54.6 0.3 (-3.0,3.7) 74.7

High Income and Initial Il Health  High Income and Initial Good Health

Physical functioning 59.9 55.6 —4.3(—9.8, 1.2) 92.6
Role functioning 60.3 56.0 —4.3(—24.1, 15.5) 96.3
Mental health 63.3 64.5 1.3 (1.6, 4.1) 82.7
Social contacts 47.3 47.6 -0.3(-5.0,5.5 82.2
Health perceptions 52.8 52.1 -0.7 (3.1, 1.7) 17.7

79.3 —-1.8(—4.1,0.6)

724 —-2.3(—4.8,0.1)

91.9 —0.6 (—2.8, 1.6)

were hospitalized about a third less
often.'> We might have expected
that differences of this magnitude in
their use of medical resources
would have influenced the partici-
pants’ health.

From our data we can draw three
conclusions about what the influ-
ence was. We can, therefore, nar-
row the range of speculation about
the relation between cost-sharing
and health status.

First of all, free care had no eflect

Free MiNus
CosT-SHARING T

1.4 (1.6, 4.4)
1.1(—1.8,4.0)

0.2 (—4.1, 4.5)

0.0 (~2.0, 2.0) - k

—0.6(~19.0.7) on the major health habits that are

2.1 (=5.1, 1.0 associated with cardiovascular dis-
0.1 (—1.4, 1.6) ease and some types of cancer. En-

*Initia} health status is defined with respect to the individual health measure denoted in each row,

tNumbers in parentheses are 95 per cent confidence intervals; approximate confidence intervals are given for role

functioning.
DiscussionN

One purpose of the Rand Health Insurance Experi-
ment was to learn whether the direct cost of medical
care, when borne by consumers, affects their health.
Participants in the experiment received one of a grad-
ed set of insurance plans; for some, medical carc was
absolutely free, whereas for others the annual cost
could range up to as much as 15 per cent of family
income. The experiment was designed to be as “realis-
tic” as possible. The sample was typical of a gencral
population of adults with two major exceptions: it ex-
cluded severely disabled persons who were eligible for
Medicare and those over age 61 at the start. More-
over, the study was conducted at sites representing a
cross-section of American medicine; participants
could, and did, choose their own physicians.
~ We found that the more people had to pay for medi-
cal care, the less of it they used. Adults who had to

Table 7. Predicted Exit Values for Physiologic Measures and Health Habits in
Elevated-Risk Groups, According to Measure and Plan.

rollment in a more generous insur-
ance plan, resulting in an average of
one to two more encounters with a
physician each year for several
years, had no impact on smoking, weight (ol cither the
average or the overweight), or cholesterol levels (aver-
age or elevated). Moreover, these habits, especially
smoking, were at levels at which substantial health
benefit from behavior change was possible.

Secondly, we detected no effects of free care for the
average enrollee on any of five general self-assessed
measures of health; and the confidence intervals in
Table 5 rule out the possibility of anything beyond a
minimal effect. We can be less certain of this inter-
pretation of the findings with regard to subgroups dif-
fering in income or initial state of health, because
the smaller samples yield wider confidence intervals
(Table 6).

Thirdly, people with specific conditions that physi-
cians have been trained to diagnose and treat (my-
opia, hypertension) benefit from free care. At the end
of the experiment, persons recéiving free care had bet-
ter visual acuity, and some of them had lower blood
pressure. From the latter improve-.
ment we infer that their risk of
early death had been diminished.

HeaLtH Habits

Although differences between in-

DEFINITION OF ToTAL FrEE FReE MiNus . . . .
AND PHYSIOLOGIC ELEVATED-RISK Cost- PLAN CoST-SHARING T come groups were 1n51gmﬁcant,
: + 3 .
MEASURES Groue SHARING : the improvements appeared to be
" Smoking =1.79 (=1 pack 1.75 173 —0.02 (—0.06, 0.03) greater among the poor.

per day) To illustrate the magnitude of

Weight 20% over ideal 89.1 89.4 0.3 (=11, 1.7 the gains, consider an average

weight (kg) 50-year-old man, who in the late

Cholesterol level =220 mg/di 242 244 2 (-3.7D 1970s had approximatcly ah per

Diastolic blood >83 mm Hg or taking 89.3 87.9 —-1.4 (=3.0, +0.) % cent chance of dying within five
pressure hypertension drugs

at enrollment

Functional far
vision for better eye

Risk of dying

Line 3 (20/25) or worse 2.98 2.78 ~0.2 (—0.3, -0.1) §

Risk >1.42 1.42 1.90  -0.21 (-0.39, -0.04) §

years.?® A 50-year-old man at ele-
vated risk had approximately dou-
ble that chance of dying. If 1000
50-year-old men at elevated risk

*Elevated-risk groups arc the least healthy 25 per cent of the people as defined with respect to the individual health measure
. “denoted in each row. For functional far vision, all persons with uncofected natural vision worse than 20/20 are included.

+Numbers in parentheses are 95 per cent confidence intervals.
ft=~179; P = 0.07. §t=-329;P = 0.001.

fit=~241;P = 0.02.

were enrolled in a free insurance
plan, we could anticipate that 10.5
of them, who would otherwise have
died, would be alive five years later
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Table 8. Differences between Free and Cost-Sharing Plans in smoking, and weight); Randi Rubenstein (measurement of vision
Predicted Exit Values of Blood Pressure and Vision and the Risk impairment); Janet Hanley (programming); Darlene Blake, Carol

of Dying, According to Initial Health Status and Income,, Edwards, Joan Keesey, Bryant Mori, Susan Polich, Martin Seda,
David Stewart, and Beatrice Yormark (data processing); and Bar-

PiysioLogic ELEVATED Risk * bara Eubank and Marilyn Martino (secretarial assistance); to the
Measuaes National Opinion Research Center and Mathematica, Inc., who
Low HIGH . .
INCOME INCOME collected the survey data; to the Health Testing Institute and )
: . . . i
American Health Profiles, who collected the physiologic data; to
Diastolic blood pressure -3.3 -0.4 James Schuttinga and Larry Orr for support and guidance in their
(=5.9, ~0.7) (—2.6, 1.8) capacities as project officers from the Office of the Assistant Secre-
I proj ]
Functional far vision (~0.3 —-0.1 tary for Planning and Evaluation, Department of Health and
(=0.6, +0.02) (~0.4, 0.2) Human Services; and to their superiors through the years whose
. . st 't made this endeavor possible.
Risk of dying ~0.30 —0.13 support ma Wis endeavor possible
e (—0.60, —0.04) (—0.40, 0.10)
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MEDICAL PROGRESS

VARICELLA AND HERPES ZOSTER

Changmg Concepts of the Natural Hxstory, Control, and Importance of a Not-So-Benign Virus
(Second of Two Parts)

Tuomas H. WeLLER, M.D.

I5ati.‘ents' at High Risk of Morbidity or Mortality from
Varicella~-Zoster Virus

. Recognition of the potential severity of varicella in

lmmunocompromlscd patients dates from our post-

mortein studies of two children who contracted chick-
enpox; one child had rheumatic fever and was receiv-
ing cortisone therapy, and the other was being treated
for 4 neuroblastoma.’®” The latter case demonstrat-
ed that in such patients infections with varicella—zos-
ter virus may be bizarre. When death occurred, in
addmon to the generalized lesions that had appeared
in continued crops for 17 days, there was a zosteriform
concentration of lesions over the right T-10 der-
matome. .

The risk of severe infection is high when the immu-

nologic insults of hematopoietic or reticuloendothelial -

cancer - are compounded by those of cytotoxic or
1mmunosuppress1ve therapy. Severe varicella—zoster
occurs frequently in children being treated for Hodg-
kin’s disease, non-Hodgkin’s lymphoma, or lympho-
cytic leukemia: In Hodgkin’s disease the frequency
has been reported to be 22 and 35 per cent.%9%%9 In one
series of patients who contracted varicella while re-
ceiving therapy, 32 per cent had visceral involvement,
with a mortality rate of 7 per cent.'® However, zoster
in such patients is usually not fatal, 101 although death
may follow visceral involvement, with pneumonia,
hepatitis, or encephalitis predominant. Numerous

From the Department of Tropical Public Health, Harvard School of Public
Health, 665 Huntington Ave., Boston, MA 02115, where reprint requests should
be addressed to Dr. Weller.

Supported by grants from the National Institutes of HCd“h (A1-01023 and
Al-16154) and the Christina Billington Cruger Fund.

studics suggest that an 1mpa1red cellular immune state
is the major contributing factor. As in the immuno-
competent patient, the risk of dissemination increases
with age. Representative observations are that abso-
lute leukopenia correlates with severe visceral involve-
ment,'% that patients with reticuloendothelial cancer
frequcntly have a lowered response to the lymphocyte-
transformation test,'%'% and that the viral-inactivat-
ing capacity of the white cells is low.'”* Gershon and
Steinberg reported that all 12 of their patients had
demonstrable humoral antibody, even though 4
died.'® In a prospective study, suppression of specific
cell-mediated immunity preceded cach episode of re-
activation.'® Although defective cellular immunity
has been established as a major factor in disseminated
infections, the role of depressed humoral responses re-
mains controversial.!% After the appearance of local-
ized zoster in the high-risk patient, administration of
zoster immune globulin does not reduce the frequency
of dissemination'?” or affect the clinical course after
dissemination.!®® However, as described by Zaia,'®
extensive experience has established the value of pas-
sive immunization {for modification of the primary at-
tack of varicella in the exposed high-risk patient.
Infections with varicella—zoster virus are a major
problem in the subset of patients with leukemia or
aplastic anemia who receive marrow transplants after
high-dosage radiochemotherapy. In a group of 140
marrow recipients, including 89 who survived longer
than six months, 92, or 65 per cent, had a clinically
apparent process; zoster developed in 77 patients,
with dissemination in 22, and in 15 the first manifesta-
tion was a generalized rash. Seven patients with an
active infection died, and most of them had pneumo-
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Over the past 30 years, health care has been the
fastest rising cost of doing business in America.
Business spends about $85 billion for health
benefits annually. Kansas employers now spend
about $750 million every year on health benefits!

Health care costs continue to increase faster
than the overall inflation rate, affecting the bot-
tom line financial results of business throughout
the country. In 1982, the cost of medical care rose
about 12%, triple the 3.9% increase in the overall
consumer price index. In 1983 the medical in-
crease was again well above the overall CPI.
Health care expenditures in Kansas increased 14%
in 1981; nearly half (48%) of Kansas personal
health care spending was for hospitals.

Kansas and the nation generally have:

e Too many specialty physicians and too few
family practice physicians

e Too many hospital beds especially in urban
areas

e Too many nursing home beds.

About 84% of all health service expenditures in
Kansas go toward these three services, about
$2.175 billion in 1981 alone.

The Kansas Employer Coalition on Health
(KECH) became active in May, 1983 in supporting
Kansas employers in their efforts to contain health
care cost growth.

The primary mission of KECH is to pursue an
effective strategy to contain health care costs, by:

e Controlling growth in consumer demand
e [ncreasing health system efficiency
e Controlling growth in health resource supply.

KECH Objectives

* More cost effective delivery of health
services

e More competitive choices for consumers

e More appropriate use of services by
consumers

e Improved health through prevention.

Current Major Activities

e Education
e Conferences
e Seminars
e Bulletins
e Newsletters

e Statewide Employer Benefits Cost Survey
(supported by the CIGNA Foundation)

° Make cost/price data for hospital/physician
services available to employers

e Provide technical and staff support to
members in local community cost containment
efforts

e Cooperate with state government in cost con-
tainment efforts

e Cooperate with hospitals and physicians in
activities consistent with KECH goals.

Membership in KECH has doubled during the
last six months. As of January 1984, there were 61
employer members with nearly 17,000 employees
and thousands more dependents and retirees.
KECH membership is open to all employers, in
both the public and private sectors, including
health insurors and health providers.

MEMBERSHIP APPLICATION

The following organization wishes to become a member of the Kansas Employer Coalition on Health.

Date

Name of Company/Organization

Number of Kansas Employees*

Contact Person

Phone

*The yearly membership investment is $1.50 for each full time equivalent (FTE) Kansas based employee receiving health benefits, with a minimum of

$75.00, and a maximum of $3,000.

Address

Werner A. Gliebe, Managing Consultant
Kansas Employer Coalition on Health

1271 S.W. Harrison St.
Topeka, KS 66612

Please return this form to:

[] Payment enclosed.

Phone: 913/233-0351

I"IPlease send me more information.



*Acme Foundry, Inc.

Ag Press, Inc.

Allen Press, Inc.

*Allis-Chalmers Corporation

Balderson Inc.

*Blue Cross and Blue Shield of Kansas
Business Men’s Assurance Co. of America
Clair Law Associates

Clennan-Martell Agency

Community Hospital, Onaga
Consolidated Benefit Plans, Inc.

Delta Dental Plan of Kansas

Dorth Coombs Insurance, Inc.

E.l. duPont de Nemours & Co., Inc.
Episcopal Diocese of Topeka

“Exline, Inc.

*Fuller Brush Company

General Foods Corporation

*Goodyear Tire & Rubber Company

Great Western Manufacturing Co., Inc.
Health Care Plus, Inc.

HealthCheck, Inc.

Health Systems Agency of N.E. Kansas
Insurance Management Associates, Inc.
Internal Medicine, P.A.

K.C. Coatings, Inc.

Kansas Chiropractors Association

Kansas City Health Care

Kansas City, KS Area Chamber of Commerce
Kansas Farm Bureau and Affiliated Companies
Kansas Foundation for Medical Care, Inc.
Kansas Hospital Association

“Kansas Medical Society

Kansas Pharmacists Association

*Kansas Power & Light Company

Kennedy & Coe

*Lawrence Paper Company

Legg Company, Inc.

M-C Industries, Inc.

Main Hurdman, C.P.A.’s

Marsh & MclLennan Group Associates, Inc.
Martin Tractor Company

McNally Pittsburg, Inc.

Merchants National Bank

Mize, Houser, Mehlinger & Kimes
Monarch Cement Company
*Procter & Gamble Manufacturing Company
Quaker Oats Company

Radiology & Nuclear Medicine, P.A.
Ritchie Corporation

Rockwell International Corporation
SHARE, Inc.

*Security Benefit Group, Inc.

St. Francis Hospital & Medical Center
*Stauffer Communications, Inc.

*Stormont-Vail Regional Medical Center KANSAS EMPLOYER COALITION
The Broderick C

Thg V\/r?cheitr;CEag?;gage\e/acon Co., Inc. ON HEALTH, INC.

Thies Companies, Inc. 1271 SW HARRISON

Warner Manufacturing Company TOPEKA, KS 66612

Women’s Clinic

(913) 233-0351

*Board of Directors
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STATEMENT BEFORE THE
ICANSAS HOUSE INSURANCE COMMITTEE
FEBrUARY 14, 1984

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, MY NAME IS
MarRsHA HuTcHIsoN FRom BEECH AIRCRAFT CORPORATION, WE
HAVE AIRPLANE MANUFACTURING PLANTS IN WICHITA, LIBERAL,
SALINA, NEWTON AND ANDOVER., WE APPRECIATE THE OPPORTUNITY
TODAY TO EXPRESS OUR RESERVATIONS CONCERNING Houst BiLL
2795, We ARE OPPOSED TO THIS PROPOSED LEGISLATION,

AT THE OUTSET WE'D LIKE TO INDICATE OUR APPRECIATION
FOR THE SERVICES RENDERED BY HEALTH CARE PROFESSIONALS
OF ALL LEVELS THROUGHOUT KANSAS. WE ARE PLEASED WITH THE
VALUABLE ASSISTANCE THEY PROVIDE OUR EMPLOYEES,

BEECH 1S A LEADER IN PROVIDING A LIBERAL PLAN OF
BENEFITS FOR THE TREATMENT OF MENTAL ILLNESS., ALCOHOLISM
AND DRUG ABUSE, QUR INSURANCE PLAN COVERS BOTH INPATIENT
AND OUTPATIENT TREATMENTS.\ BEECH ASSISTS EMPLOYEES IN
IDENTIFYING MENTAL HEALTH, ALCOHOLISM AND DRUG ABUSE PROBLEMS

LA Raytheon Compnnv)
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THROUGH I1TS PARTICIPATION WITH EMPAC (EMPLOYEE ASSISTANCE
CONSULTANTS), AN EMPLOYEE PROBLEM IDENTIFICATION AND REFERRAL
AGENCY, WE WERE AMONG THE FOUNDERS OF EMPAC, WHICH 15
ENTIRELY FUNDED FROM CORPORATE SOURCES,

OUR BENEFIT PLAN WAS DESIGNED TO REQUIRE SERVICES
OF THE MOST QUALIFIED PROFESSIONALS AVAILABLE WHEN TREATING
SERIOUS MENTAL DISORDERS, ALCOHOLISM AND DRUG ABUSE, As
A PRACTICAL MATTER OUR INSURANCE PACKAGE REIMBURSES FOR
MENTAL HEALTH CARE RENDERED BY A PHYSICIAN OR CERTIFIED
PSYCHOLOGIST, AND FOR ALCOHOLISM AND DRUG ABUSE CARE
RENDERED BY PHYSICIANS, CERTIFIED PSYCHOLOGISTS AND OTHER
HIGHLY QUALIFIED PROVIDERS APPROVED BY BEECH AIRCRAFT
CorPorATION, K,S,A, 40-2, 105 PERMITS AN EMPLOYER (THE
PURCHASER OF INSURANCE) TO REJECT, IN WRITING, COVERAGE
FOR TREATMENT BY OTHER PROVIDERS, WE HAVE REJECTED IN
WRITING THE COVERAGE OF OTHER LOWER LEVEL PROVIDERS., IN
OUR JUDGEMENT HB 2795, 1F ENACTED, WOULD INCREASE MEDICAL
COSTS BY REQUIRING EXPANSION OF THE NUMBER OF COVERED
'MENTAL HEALTH, ALCOHOLISM AND DRUG ABUSE CARE PROVIDERS
TO INCLUDE OTHER LOWER LEVEL PROVIDERS SUCH AS BACHELOR
LEVEL PSYCHOLOGISTS OR COUNSELORS,



AT THE CENTER OF THIS QUESTION IS WHETHER THE LEGIS-
LATURE WISHES TO MANDATE THE KIND OF INSURANCE PACKAGE
THE PURCHASER IS REQUIRED TO BUY, WE HAVE NO PROBLEM
WITH DIRECTIONS GIVEN TO INSURANCE COMPANIES CONCERNING
THE KIND OF PACKAGE OFFERED, HOWEVER, AS THE CONSUMER
WE SHOULD BE ALLOWED A CHOICE WHETHER WE WANT SUCH
COVERAGE OR SOMETHING TAILORED TO OUR SPECIFIC NEEDS,

THROUGH THE COLLECTIVE BARGAINING PROCESS A SPECIFIC
PLAN WAS NEGOTIATED, INACTMENT OF THIS PROPOSED LEGIS-
LATION WOULD ALTER THIS NEGOTIATED PACKAGE OF FRINGE
BENEFITS., INCREASING COSTS AT A TIME WHEN WE ARE ESPECIALLY
CONCERNED ABOUT ESCALATING HEALTH CARE EXPENDITURES.,

IN OUR JUDGEMENT THE PROPOSED BILL IS UNWARRANTED,
[T FORCES OUR COMPANY TO ACCEPT COVERAGE WE DO NOT WANT

AND DO NOT WANT TO PAY FOR.

THANK YoUu,
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For Presentation to the Kansas House Insurance Committee
Mr. Chairman, Committee Members and Interested Parties:

My name is William E. Horn. I am the Group Claim Manager-Wichita for
Bankers Life Nebraska. I have been in the insurance business 32 years and
the last 17 years with the present company.

This opportunity to express a few words against H.B. 2795 is sincerely
appreciated. We strongly feel an insurance policy should be written for the
benefit of the policyholders and not for the benefit of the provider of a
service covered by that policy. We feel the policyholder and not the provider
should have the right to determine the level of care it is willing to pay
for. Accordingly, 'unless refused in writing,'" are words of utmost importance
and should remain in K.S.A. 40-2, 105.

Historically to mandate coverages results in higher fees or increased
utilization or both over that seen in voluntary coverages provided. This
results in higher premiums passed on to the policyholders. Many of those policy-
holders who refuse in writing the provisions of K.S.A. 40-2, 105 do so with
the intent of providing far more coverage and more expensive coverage but yet
cost effective coverage for the employees of a group.

Many policyholders today are very sophisticated in the purchase of
health benefits and determining the needs of employees through the purchase
of services of professionals in the health provider field. Treatment
programs for nervous disorders and substance addiction programs are studied
and coverage then sought in the most cost effective way. We have more policy
restrictions and limits today on mental and nervous disorders than we had in
1967 and more of the same on substance abuse programs than when we first
provided this coverage in 1969. At that time we could provide coverage on
a voluntary basis. When mandates arrived in 1974 costs during the next year
increased dramatically and controls and restrictions had to be set. As a

result, we now provide for less treatment at a greater cost.

HOME OFFICE: LINCOLN, NEBRASKA 68501
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Cost containment is much in the news today because of extremely high
increases in medical costs for several years. Cost containment must be for
the efficient use of those dollars available to provide for treatment.
Mandating coverage for providers is not a cost effective mechanism. For the
past five years I've worked with the Sedgwick County Round Table for Cost
Containment. This group of leaders in labor, manégement, medical, hospital
and insurance fields has sat periodically to wrestle the problems of health
costs. These problems are multiple and house bill H.B. 2795 can only add to
the problems.

Providers of health insurance coverages are being challenged today by
alternate delivery programs. Health Maintenance Organizations, Preferred
Provider Organizations, Individual Practice Associations and Self Insurance
Arrangements grow annually. legislative restrictions on insurance coverages
can drive more and more individuals to these other delivery systems. Those
providers who would ask for this legislation today could find themselves
outside of any coverage if the trend continues. It will be far better
for all if the insurance provisions are negotiated rather than legislated.

Thank you very much for listening and I trust these comments will be
weighed in your final decision.

Respectfully Submitted
(g 5
William E. Horn, FIMI

Group Claim Manager-Wichita
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TESTIMONY BEFORE THE KANSAS HOUSE INSURANCE COMMITTEE

Re: House Rill 2795

My, Chairman, Members of the Insurance Committee, and Fellow
Premium Payors

I am Walter Whalen, Vice President of The Pyramid Life Insurance
Company, Mission, Kansas. I appreciate the opportunity to
address this group and to express my opposition to House Bill
2795, I am adamantly opposed to this hill as both an officer
of a Kansas insurer and as a premium paying Kansas insured. I
will make every effort to identify any points in opposition to
this bill as representing the rosition of the company or of

myself as a private citizen.

To begin, I would like to support completely the testimony and
the position taken by the previous witnesses in opposition to
this bill., However, I would like to stress that all of their
comments, all of their examples, and all of their handouts have
related specifically to the group health insurance position.
Pyramid Life Insurance Company does not engage in a group health
insurance business. We are an individual health insurer. By
that I mean that we issue individual contracts to policyowners

not to grouns.

My objections to the bhill may bhe split roughly into two divisions,
philosophical objections and technical objections to the bill as
written. I should like to begin with the philosophic objections

to this pronosed piece of legislation.
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As both insurer and as an insured I am adamantly opposed to

such legislation. The primary purpose of health insurance is

to protect the policyowner against loss the policyowner fears.
The state does not require that every individual purchase health
insurance. Then why should the state force those who do purchase

insurance to buy and pay for coverage they neither want nor need.

Granted, the state does have a right to insist on coverage to
protect a third party against loss caused by another. If the
purpose of this bill is to insure payment to the provider
rather than to protect the policyowner, it is wrong and unjust.
If, on the other hand, the purpose of the bill is to shift the
cost of providing such benefits from the State Public Health
or Public Welfare Departments to the individual premium payor,
it is a hidden and an unjust tax levied upon the prudent to
provide benefits for the imprudent. 1In this sense, it is

confiscatory.

In either case, forcing the insured to purchase coverage is a
violation of the insured's right of choice and the privilege

of freely entering into a contract.

\ 2 great number of Xansans neither drink nor take drugs. They
should not, therefor, be forced to pay higher premiums for
coverage they will never use because of their moral, social, or

strong religious sentiments.
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Further, not all agree that drug addiction or alcoholism
{commonly called chemical abuse) are sicknesses or diseases

in the common understanding of these terms. Certainly recovery
is based more unon the individual and his attitude than on
medical treatment. In other words, this bill basically requires
all Kansans to subsidize through higher premiums what is in fact
not medical treatment but behavior modification. I feel certain
that the majority of Kansans would oppose and resent such a

hidden tax -or premium increase.

I have stressed higher premiums. Pyramid Life Insurance Company
is the largest individual health insurance company domiciled in
the State of Kansas. We do offer coverage for mental health
and for chemical abuse, but we offer it on an optional basis,.
Obviously, the premium for these coverages are quite high as

they must be because of the antiselection factor.

It has been suggested by the proponents of the bill that mandating

such coverage would broaden the base of the premium payors and

thus reduce premium. This is akin to lowering automobile insurance
rates by making all over sixteen carry insurance whether they have

an automobile or whether they even drive or not. Such a concept

is abhorrent to reason itself. Should a benefit be extended to

a small group by forcing an injustice upon all the others?
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Specifically with reference to individual coverage, the bulk

of individual health insurance purchased today is supplementary
coverage. This means that it is purchased to provide additional
protection beyond that afforded by group coverage. The hill as
written would require all individual and group coverages to
provide identical benefits for the addressed conditions. In
other words, the insureds would bhe paying twice for double

coverage. This is hardly cost containment.

To mandate this coverage on all individual policies issued by

our company would increase the individual nremiums from 13%

to 65% depending upon the level of coverage selected, the age

of the applicant, and the amount of deductible and coinsurance
chosen. (I have other comments on the deductible in the technical
section of my testimony.) Unfortunately these rate increases

would fall most heavily on those who least afford them mainly the
young and the elderly forcing many of those who are just beginning
their careers, attempting to form businesses, or attempting to
establish families at one end of the age spectrum and forcing

those retired on fixed incomes at the other end of the age spectrum
to go without any coverage whatsoever because they could not afford
it. Why insist that all buy a Cadillac, when all they need and can

afford is a Chevrolet?

In short, mandated coverages of all tvmes do nothing but increase
premiums trus pricing hasic essential coverage beyond the availability

of those who necd 1t most.
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So far as the technical language of the bill is concerned, T

have a number of objections.

T would strongly urge the snonsor of this legislation or the
committee to split this bill into two separate items. Mental
health one, chemical abuse is another. These conditions are
very dissimilar as is the treatment of them and the cost of
such treatment. 2As an aside, it seems very strange to me that
the same profession that is working so diligently to convince
the American people that alcoholism is a physical disease now
so ardently embraces the proposition that it must be joined to
mental health. I strongly urge this body to separate these

conditions in their further deliberations.

Today the subject of cost containment is very high in the minds

6f all of those dealing with any typve of budget.b Cost containment
requires participation in the payment of medical costs by the
insured. Most companies are moving to require deductibles in

an attempt to achieve cost containment which in turn would reduce
premium costs. The bill as written circumvents the conceont of a
deductible and apparently mandates first day, first dollar coverage.
This is an affront to the concept of cost containment by itself.
However, by allowing one small group to avoid or circumvent the
deductible, you are once more penalizing through higher premium
rates a much larger majority who have attempted to contain their

health insurance costs hy assumina a deductible for themselves.
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Tn addition, there is no real definition of nervous oOr mental
condition included in the pronosed act as written. This leaves

the interpmretation as to what constitutes a nervous Or mental
condition in a gray area susceptible to wide interpretation and
bitter dispute. I have no doubt whatsoever after more than thirty
years in this business of how the insurance department across the
street and the Kansas court would interpret "nervous condition or
mental condition." It would be given the broadest possible

definition which means in practical life, the most expensive.

Mandating coverage for an undefined or unidentified condition
opens a can of worms that can only lead to abuse, delay, and
eventually costly litigation. All three of these contribute
directly to the premium levels required to provide coverage.

In other words, all three result in higher premium.

The insurance industry is not adverse to providing coverage for
mental health nor for chemical dependency. However such coverage
must be provided on an optional basis subject to sound regular
underwriting practices with rates determined by normal scientific
actuarial processes. Any other approach destroys the very concept

of insurance, which is voluntary, and replaces it with welfare.

A major fear of the industry when faced with such mandatory
coverage is that this coverage will result in rates esculating
to the point where far too many peonle will be unable to afford

the basic and adequate coverage they so desnerately need. f
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Now if I may inject a personal point, I am the father of a
rather large family. Unfortunately, or fortunately as some
might say, my children have aged to the point where they can

no longer be considered "dependents" for either insurance or
tax purposes. However, several of them, because of their
conditions as a student, a self-employed, or a young person
beginning his first family, are unable to afford bhasic health
insurance coverage at this stage of their careers. Being a
parent, I am providing this coverage for them. I am constantly
horrified when visiting with my children and their contemporaries
to find out how many are completely devoid of health insurance

protection because they cannot afford it.

Increasing madated benefits will push the premium rates I pay
for my children to the point where they also may soon lack basic

health insurance coverage.

I feel quite certain that I am not alone in this unfortunate
position. I urge all of you on the committee to consider how

many Kansans are in a similar situation.

Finally let me thank the members of the committee for their

courtesy in allowing me to present my objections to this piece
of legislation. I also wish to thank them for their attention
during my presentation. If there are any queétions, I will be

very hanpy to answer them.





