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My narao is Carol Hamlin Faura, and I appreciate having 
the chance to taeti£y today. I as a social work student at 
UAA, and I aw currently working am -* student intern for the 
Governor's Council on Disabilities and Special Education, I 
have spent a large part o£ my internship fol^vlng health care 
reform efforts in Alaska for the Council'e health Comniittee. 
Although I do not cpaak for the Council, my work there has 
increased my awareness of health care issues that impact 
people with disabilities and their families. I'd like to 
address same of these issues today.

The first issue is consumer representation on any 
oosmisoion or corporation that is sat up to address health 
care. This is important for two reasons. Representation will 
help ta ensure that tho health aare concerns of consumers arc 
considered and noted upon, secondly, consumer representation 
will contribute to the fogling of ownership in the resulting 
health o&re reform' moasuroc. I'm pleased to 3ea consumer 
reprooentatiOfi included in SB 28$,

Universal health euro coverage i« essential to people 
with disabilities, who want and need quality, affordable 
health aare. Also, because people with disabilities often 
have complex, sometimes epacjialieed medical need®, issues of 
provider choice and full coverage for services ore very 
important.

A major issue is a benefits package that addresses the 
needs of people with disabilities. Some important benefits 
are durable medical equipwant, travel eoGts, personal 
asoiotance services, daily tharaplec and other regular 
treatments that are necessary to maintain daily health, and 
long term care. I'm pleased to see that SB 280 specificaliy 
requires the development of a long term care plan.

Public involvement in tho health care reform proaece 1b 
critical, not just for people with disabilities, but for all 
Alaakans, You are all aware of the importance of a fooling of 
ownerrhip on the part of Alaskans. Without that ownetGhip, 
reforming our health care system is nearly impossible. For 
people with disabilities, having input into the process of 
defining a benefits package is absolutely necessary if we are
to fill the gape in service that presently exist in our
•yofcem. I like the prooeea for publia involvement that is
included in SB 284.

If you would like more information about tho health care 
concerns of people with disabilities, I encourage you to 
contact Kathy Fitzgerald. who la the chair of the Governor's 
Council on Disabilities and Special Education's Health 
Committee. Thank you again for tho opportunity to testify
today.
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A  NE A-A l a s k a
Affiliated with the National liiincation Association 

NEA-ALASKA POSITION STATEMENT

SB 284 AND HB 451

Alaskans will benefit by our elected state leaders 
establishing a universal health care plan prior to the 
adoption of any national plan. SB 284 and HB 451 provide 
for a health care plan developed by the Health Resources and 
Access Task Force and the community of providers responsible 
for health care in Alaska.

NEA-Alaska is committed to a comprehensive health care 
single-payer system that guarantees universal access 
regardless of pre-existing conditions or economic 
circumstances. The plan must address the specific problems 
unique to our state —  health care delivery system, 
transportation problems, incentives to providers to locate 
in areas of Alaska that are not served or are currently 
underserved.

Any program should support existing collective bargaining 
agreements as well as the concept of collective bargaining 
itself. Employees must expect that the rights and benefits 
they have achieved through collective bargaining will be 
protected.

The plan should require simplification of forms and reduce 
unnecessary paperwork.

Health care costs must be controlled though reduction of 
administrative costs and increased budget discipline on 
health care providers and insurance companies.

Emphasis on preventive care must be an important component 
of any program.

Goal #1 on the National Education Goals states "by the year 
2000 all children in America will start school ready to 
learn". If we are to achieve that goal, health care must be 
made universally available to every family and child.
Healthy children make healthy schools.

NEA-Alaska supports SB 284 and HB 451 and commends those who 
possess the vision to take early action to propose 
development of an affordable and accessible health care plan 
for Alaska and her families.
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Report of the  
Health System  Reform Work Group

PURPOSE AND MEMBERSHIP OF THE 
HEALTH SYSTEM REFORM WORK GROUP

At the suggestion  of several legislators, sponsors of Senate Bill 114 and 
representatives of the Health A ccess and Cost Containm ent Council, who 
authored Senate Bill 205 , began meeting during the legislative interim. It was 
recognized that there were a num ber of areas of agreem ent in the two pieces 
of legislation.

Members of the work group included legislators, physicians, hospital and  
nursing hom e adm inistrators, representatives of the insurance industry, the 
Administration, and the Alaska Native Health Board.

In addition, m any other individuals representing a wide range of interests 
participated in the m eetings. The group m et bim onthly through December 
1993. Tills docum ents reports areas of agreement am ong all but a few 
m em bers of the work group. It also su ggests a time line for im plem entation.

The report does not attem pt to describe Lhe extent of health  care problems 
facing Alaska nor does it analyze the feasibility or cost of im plem enting  
proposed reform s.

This report presen ts the work group's areas of agreem ent in the following 
sequence:

I. creation of a corporation
II. cost control and utilization
III. universal coverage
IV. financing universal coverage
V. a ccess  to care and m ix of providers
VI. data collection

1
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VII. a public health improvement plan
VIII. tort reform
IX. health  insurance reform

L CREATION OF A CORPORATION

Successfu l health  care reform dem ands ongoing coordination, integration, 
and m onitoring of the various elem ents of any com prehensive reform package. 
The work group agreed that a single adm inistrative and policy-m aking entity 
is best su ited  to coordinate, integrate, and monitor the various elem ents of 
their reform proposal.

Areas o f  A greem ent

S ectio n  A; C reation  o f a corp oration . A health care corporation will be 
created to provide a health plan for all Alaskan residents and to monitor and 
control all health  care expenditures in the state.

The corporation will be w ithin a departm ent of the state governm ent but will 
operate as independently as possible.

S ec tio n  B; Board o f  D irectors, The operations of the corporation will be 
directed by a board of directors w hose responsibilities are defined below.

S ec tio n  C: C orporation's resp o n sib ilitie s . The corporation’s board of 
directors will:
(1) hire an executive director who serves at the pleasure of the board: the 
executive director hires other staff as necessary;
(2) design a public involvem ent process for the purpose of gathering public 
input on the benefit package, options for financing, cost-sharing, and plan 
adm inistration;
(3) estab lish  a com prehensive health care data system  and begin collecting  
and analyzing health  care expenditure data, dem ographic data, clinical 
information, billing and paym ent data, and health statu s, vital statistics, and 
other public health  data;
(4) design and adopt uniform claim s forms and im plem ent their use;



(5) develop a public health  improvement plan for the state of Alaska;
(6) create a claim s clearinghouse in A laska to process ail claim s made to the 
corporation;
(7) define the benefit package and eligibility requirem ents;
(8) estab lish  a voluntary cost control system  including:

(a) establish  and adopt a voluntary state-w ide health care expenditure 
target;

(b) annually m onitor health care expenditures and determine whether 
they have exceeded the voluntary expenditure target, how expenditures and 
patterns of utilization have changed, w hat factors have contributed to any 
ch arges, and report to the legislature and governor;

(c) prospectively collect and publish  descriptions of provider types and 
lists of provider prices for frequently billed services and procedures;

(d) estab lish  appropriate cost-sharing requirem ents for all residents 
under the corporation's health  care plan;

(e) contract with an agency or agencies o f A laskan providers to perform 
peer volum e, quality and appropnateness control;
(9) present options to the governor and legislature on how to finance a health 
plan for all Alaskans;
(10) with funds appropriated by the legislature, provide or purchase health  
care coverage (a health plan) for all Alaskan residents through a market-based 
single-payer system ;
(11) pursue waivers from the Employee Retirem ent Income Security Act and 
federal health  care payers in order to capture both their claim s data and 
revenue stream s;
(12) develop incentives to attract, train and retain a broad array of health care 
providers in underserved areas of the state;
(13) through the claim s clearinghouse, pay claim s subm itted by licensed  
providers for services that are in the benefit package;
(14) at any tim e beginning three years after the voluntary expenditure target 
h as been in effect, if the corporation concludes that voluntary com pliance has 
failed substantially  to achieve the adopted voluntary expenditure target:

(a) the corporation may, by regulation, im pose a mandatory 
expenditure budget or limit:

(b) the corporation may, by regulation, im pose mandatory  
expenditure budget or lim its on one, som e, or all subcategories of the budget;
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(c) the corporation may, by regulation, directly assum e some or all 
previously contracted cost control functions;

(d) the corporation may, by regulation, establish  new price, 
volum e and quality control guidelines;

In addition, the corporation will continue to:
(e) annually monitor health care expenditures and determine if 

they exceeded the mandatory budget, how expenditures and patterns of 
utilization have changed, w hat factors contribute to those changes, and report 
to the legislature and governor;

(f) establish  appropriate cost-sharing requirem ents for all 
residents under the corporation's plan.
(15) estab lish  com m ittees of experts and others a s needed to make 
recom m endations regarding preventive m easures, efficacy of health care 
m odalities, provider mix within the state, and other matters; and.
(16) hold public m eetings and make annual reports to beneficiaries, the 
governor, and the legislature.

Se c tio n  D: C om position  and appointm ent o f board o f  d irectors. The board of 
directors will not exceed nine m em bers. They will be appointed to staggered  
terms by the governor and confirmed by the legislature. A member will serve 
until replaced by the governor.

A majority of the board will be experts in health issu es  and fairly represent 
the interests o f the general public in having access to quality and affordable 
health care. Interests of health  care providers and purchasers will be fairly 
represented on the board. All directors will be residents of the state of 
Alaska. Their sex  and geographical representation will approximate that of 
the state's population.

S ec tio n  E: Board com oensation .iL .eetlng9. and staff. Directors will be 
com pensated for the time they serve. This is expected to be part-time. The 
board will m eet at least quarterly and will be supported by professional staff.

4



EL COST CONTROL AND UTILIZATION

Historical experience with utilization controls, m anaged care, and hospital 
rate setting have resulted in little, if any. significant decline in the rate of 
growth o f health care spending. Market-oriented competitive strategies, ior 
which there is alm ost no expe. ? in Alaska, are unlikely to be effective at
controlling costs in m any areas because of chronic provider shortages and 
sparse population.

Areas o f  A greem ent

The work group agrees that health  care expenditures will for at least three 
years be controlled using a voluntary cost-control system  as outlined in 
section s (A) through (E) below:

S ection  A: E stablishing and adopting a voluntary state-w ide health  care 
ex p en d itu re  ta rg et. The work group agrees that the m anagem ent of limited 
health care resources in A laska will best be accom plished by annually  
establish ing and adopting a voluntary state-w ide health care expenditure 
target. The corporation will establish  the expenditure target from a base year 
of h istorical expenditures (the year prior to enactm ent of enabling legislation) 
and adjust it in future years, a s appropriate by the following factors:

-changes in the general Consum er Price Index (for Alaska) plus a factor 
as follows:

-in the first year. CPI plus 1.5 percent;
-in the second year, CPI plus 1.0 percent;
-in the third year, CPI plus 0 .5  percent; and.
-in  the fourth year and years thereafter.

CPI with no additional factor;

-changes in the size and other dem ographic characteristics in the 
population su ch  as aging;

-changes in the burden of d isease resulting from epidem ics, disasters, 
and reduction or elim ination of d iseases;

-elim ination of un n ecessary  care;



-changes in  technology;
-increases or decreases in the costs  associated with m edical 

malpractice prem ium s and awards;
-changes in adm inistrative costs;
-changes aimed at improving access to care; and.
-changes in the patterns of utilization.

In designing the expenditure target, the corporation will take into 
consideration and, where possible, include all current sources of payment for 
health care services in Alaska including:

-all public and private em ployers and other groups that provide 
insurance or self-insured plans;

-individual plans and out-of-pocket expenses;
-federal, state, and local governm ent sources, su ch  as Medicare, the 

military, CHAMPUS, the Departm ent of Veterans Affairs, the Indian Health 
Service, federal employee plans, Medicaid, General Relief Medical, grants to 
other governm ents and non-profit organizations, and other state and local 
governm ent direct-service health  programs;

-transportation costs associated  w ith getting to and from health  
services; and,

-capital costs of health  care facilities.

Se c tio n  B. M onitoring th e  exp en d itu re  ta rg et. The corporation will monitor 
and m ake an annual report to the legislature and governor on:

(1) changes in total expenditures, (2) whether expenditures have 
exceeded the expenditure target, (3) how  expenditures and patterns of 
utilization have changed, and (4) w hat factors have contributed to those  
changes.

S e c tio n  C, P ublish  Provider P r ices . Providers will post or m ake their price 
lists available upon request at their place of b u sin ess . They will list their most 
frequently billed services.
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Annually and prospectively, providers will subm it a list of their prices to the 
corporation. The corporation will publish a description of types of providers 
licensed to provide services in the benefit package as well as comparative lists 
of provider prices for frequently billed services.

S e c tio n  D. C ost-sharing w ith  con su m ers. After seeking input from the public, 
the corporation will establish  levels of deductibles and copaym ents.

S ec tio n  E. Peer vo lum e and quality  contro l. The corporation will contract 
with an agency or agencies of Alaskan providers to perform peer volume, 
quality, and appropriateness control. This agency will establish  peer specialty 
groups w hose charge will be to control excesses w ithin their discipline by 
reducing volume of care or by other m echanism s.

Peer specialty groups may also recommend through the agency expected or 
desired changes in the types and intensity of services or the types of 
providers best su ited to furnish them. The agency m ay laterally organize 
various peer groups as a way of consolidating information from the groups.
The agency m ay make this information and other recom m endations available 
to the corporation. Recom m endations developed by th is agency will focus on 
developing incentives rather than controlling patterns of care.

Specific state action to require one or more cost control agencies will be 
necessary in order to forestall Federal Trade Com m ission antitrust action 
a fainst providers.

S ection  F: The p ossib ility  o f  a m andatory co st control 9V9tem. By the end of
the third year of a  voluntary cost control system , the corporation will 
determ ine if total health  care expenditures have exceeded the expenditure 
target. If the corporation concludes that voluntary com pliance has failed 
substantially  to achieve the adopted voluntary expenditure target, the 
corporation may establish  a m andatory state-w ide health care expenditure 
budget. The corporation will not have to seek  approval from the governor or 
legislature in order to im plem ent a m andatory budget. The corporation may 
also establish  new price, volum e, and quality controls and guidelines.

7
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The corporation may also annually establish mandatory sub-budgets a s  a  m ean s  
of controlling costs and m aking desired changes in the service delivery 
system .

The corporation m ay assum e som e or all of the previously contracted cost 
control functions or decide to contract w ith appropriate agencies for som e 
cost control functions.

The corporation will continue to monitor expenditures and patterns of 
utilization.

III. UNIVERSAL COVERAGE 

Areas o f  A greem ent

S e c tio n  A: U niversal Coverage for all A laskan R esid en ts. The work group 
agrees on the goal of universal health care coverage for all A laskans. They 
further agree that the corporation will be required by law to provide or 
purchase a health  plan for all Alaskan residents.

8



IV. FINANCING UNIVERSAL COVERAGE

Areas o f  A greem ent

S ec tio n  A. A m arket-based single-paver sy stem . The work group agrees than 
the corporation will provide or purchase health plans for all residents of the 
state. The corporation will design a system  which utilizes market forces to 
encourage consum ers to make more informed and appropriate purchasing  
decisions. Employers, unions, and individuals may purchase health benefit 
plans which cover services not included In the corporation's benefit package.

S ec tio n  B. M arket forces/ap p rop ria te  u tiliza tion . The corporation will rely 
on market forces to control inappropriate utilization. Patterns of utilization  
will be influenced through appropriate deductibles and copaym ents and 
through incentives aimed at appropriate care. The corporation will publish  
comparative lists of provider prices. Each provider will post or provide upon 
request their prices at h is or her place of b u sin ess.

S e c tio n  C. H ealth  Fund. The corporation will undertake an extensive public 
involvem ent process for the purpose of gathering public input on the benefit 
package, options for financing, cost-sharing, and plan adm inistration.

By January 1, 1997, the corporation will present options for financing the 
health plan for all A laskans to the legislature. The legislature will decide, 
from am ong a variety of revenue sources, w hich should be used to finance the 
health plans for Alaskan residents. Potential revenue sources include: payroll 
taxes, incom e taxes, sa les taxes, excise taxes, perm anent fund earnings and 
dividends, and contributions to prem ium s. The legislature will appropriate 
funds to the corporation to pay for the health plan for A laskans. As federal 
waivers are granted, existing federal and state revenue stream s will be 
allocated to the corporation's fund.

9



IV. ACCESS TO CARE AND MIX OF PROVIDERS

In addition to access problem s associated with inadequate health care 
coverage, the current distribution of health care resources in the state  
im pedes som e A laskans from physically getting to health care services.

Areas o f  A greem ent

S ec tio n  A. T ransportation  c o s ts . Transportation costs associated with 
receiving appropriate health care, particularly in a state like Alaska with few 
roads, m ust be considered a legitim ate health  care expense. In addition, 
reasonable changes in the distribution of health  care providers and other 
resources m ust be m ade in the current system  in order to alleviate som e of 
the physical access problem s. Therefore, valid transportation expenses  
should be included in the expenditure target.

S ec tio n  B. In cen tiv es to  ch ange th e  provider m ix . The corporation will 
develop incentives to attract, train and retain health care providers in 
underserved areas. Incentives m ay include creating a student loan forgiveness 
program, supporting the developm ent of an A laska-based family residency  
program, developing and m aintaining A laska-based training and rotations for 
mid-level practitioners, and continuing efforts to analyze specific recruitment 
and retention problem s in  the state.

S ec tio n  C, Scope o f  practice  and reim bu rsem en t for serv ices . Allied health 
professionals, like physicians, will be reim bursed by the claim s clearinghouse  
for services rendered w hich are in the corporation's benefit package. For 
services w ithin the benefit package, the corporation shall not restrict 
reim bursem ents for a particular provider and a particular service w ithout 
m aking sim ilar restrictions for all providers. That is. the corporation may not 
control health care expenditures by reim bursing only certain providers for a 
particular service. If the corporation chooses to control health care 
expenditures by reducing the benefit package, the elim ination of certain  
services in the benefit package m ust be for all c la sses of providers.
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To help attract and retain primary care providers to the state and in 
particular to underserved areas, the corporation may vary the rates of 
reim bursem ent to providers.

S ec tio n  D. A llied h ea lth  p ro fessio n a ls . Allied health professionals ask to be 
included in the sam e type of peer volum e and quality control activities as  
physicians and health  care facilities. The work group agrees that they should  
be involved in these activities a s long as they make the sam e com m itm ent 
physicians and health  care facilities have made to: (a) provide their fee 
schedu les to the corporation, and (b) limit increases in prices to the CPI plus 
factors defined in Section II.

V. DATA COLLECTION 

Areas o f  A greem ent

S e c tio n  A, D ata c o lle c t io n . The corporation will establish a comprehensive 
health care data system  to collect and analyze the following health care data 
elem ents:

(a) health care expenditures including capital expenditures and 
transportation expenditures associated  with receiving care;

(b) deu."'graphic data:
(c) clinical '’"formation including diagnoses, use  of services (provider 

type, type of services and procedures, location of care, length of care, and 
referral patterns), quality of care, and health outcom es:

(d) billing and paym ent data: and,
(e) health statu s, vital statistics, and other public health data.

The above data elem ents are essentia l to the corporation's ability to carry out 
its functions.

The best source of inform ation for m ost of th ese  data elem ents is  claim s data 
collected by third-party payers. Additional expenditure data will need to be 
collected from health  care agencies su ch  as the Indian Health Service, the 
Departm ent of Veterans Affairs, and the military, which do not provide 
indem nity (insurance) p lans but rather provide health services directly.
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Sources of data on health stau is, health outcom es, quality of care, and 
transportation costs, are more difficult to identify. The corporation will have 
to develop these data bases.

S ec tio n  B. Uniform cla im s form s and single cla im s clearinghouse. The
corporation m u st take two im portant additional step s in order to develop a 
com prehensive data system . They are: (1) design and adoption of uniform  
claim s forms for u se  by all providers and payers, and (2) establishm ent of a 
claim s clearinghouse in A laska to process all claim s subm itted to the 
corporation.

T hese steps are necessary even as we transform, from our m ultiple-payer 
system  to a m arket-based single-payer system .

Another step in the developme. :.t of a com prehensive data system  is to pursue  
a federal waiver from the Employee Retirement Income Security Act. Without 
it, the state will not be able to com pel self-insured employer plans to provide 
their claim s data to the corporation.

v n .  A PUBLIC HEALTH IMPROVEMENT PLAN 

Areas o f  A greem ent

The work group d iscu ssed  Representative Joe Sitton's proposal to create a 
public health  com m ission w ith the charge of developing a public health  
im provem ent plan. The work group agrees that su ch  a plan is essential and 
that all public health providers in the state should participate in its 
developm ent.

S e c tio n  A. A public  h ea lth  im p rovem en t plan. The corporation shall direct 
the developm ent of a  public health im provement plan for the state of Alaska. 
The plan will identify core public health  services and the roles and 
responsib ilities of each federal, state, regional and local public health agency. 
The work group recognizes that a sound public health infrastructure is
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essential to m aintaining and Improving the health  of Alaskans and to 
controlling the growth In personal health care spending.

Vm. TORT REFORM 

Areas o f  A greem ent

The work group agrees that the following tort reform changes are warranted.

S ection  A. S ta tu te  o f lim ita tion  a t age 8 for injury before age 6. The current 
statute of lim itations will be reduced from age 23  so that an action based on 
alleged professional negligence m ay not be brought against a health care 
provider on behalf of a  person less that six  years of age un less it is brought 
before the eighth birthday. Exceptions include fraud, intentional 
concealm ent of facts, or an undiscovered inappropriate foreign body within  
the person.

S ec tio n  B. F loatin g  or pre-judgm ent in te re st ra tes. Pre-judgment interest on 
m edical m alpractice claim s should be linked to the federal d iscount rate in 
effect on January 1 of the year in w hich judgm ent or decree is entered.

S ec tio n  C. M andatory non-hinriing arbitration o f  all law su its. As specified in 
both Senate Bills 123 and 204, all law suits alleging m edical m alpractice will 
be subm itted to non-binding arbitration. The state's three person pre-trial 
screening process will be replaced w ith one neutral expert. The arbitration 
process, including discovery, will be com pleted w ithin 6 m onths. The 
arbitrator's written decision  is adm issible in court.

S e c tio n  D. L im itation  on  recoverable dam ages. The work group agrees that a 
lim itation on  the am ount of recoverable dam ages should be established either 
through a  cap on non-econom ic dam ages or through a proposal made by the 
trial lawyers.

The work group w as unable to decide between a cap of $ 2 5 0 ,0 0 0  on non­
econom ic dam ages as included in Senate Bill 2 0 4  and a new  system  proposed
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by the trial lawyers that would replace the existing way in which medical 
malpractice law suits are adjudicated in Alaska.

Under the trial lawyers' proposal, a (state) authority will issu e  each health 
care provider a standardized liability package with a $ 5  million limit on 
coverage. Every provider will be required to purchase professional liability 
insurance from the corporation. Premiums will reflect type and location of 
practice, and in the case of financial hardship, incom e. A risk pool may be 
established . The corporation will be the only named defendant in a medical 
m alpractice action.

All ca ses ask ing com pensatory dam ages of less chat $ 2 0 0 ,0 0 0  will be 
arbitrated with the cost of arbitration borne equally by both sides ana limited 
to no more than one m edical expert for each side. The arbitration hearing  
will be concluded w ithin two days' time. If a case proceeds to a jury trial, the 
arbitrator will be the first w itness as a friend of the court. The w itness fee of 
the arbitrator will be borne by the party bringing the appeal.

The work group w as intrigued by the trial lawyers' proposal but were unable 
to reach agreem ent.

Pending Issu es

The work group w as unable to reach agreement on changing the collateral 
source rule as presented in Senate Bill 204.

EX. HEALTH INSURANCE REFORM

Interim reform of the health  insurance m arket w as not of great interest to the 
work group, presum ably because these potential access im provem ents are 
known to be m arginal. The work group found som e sim ilarities between  
Senate Bills 114 and 205 .

Since th ese  bills were introduced in the legislature, Senate Bill 173 was 
enacted. It provides for som e im provem ents in the sm all group insurance  
market. Insurers can no longer u se  claim s experience, health statu s, and
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length of coverage to se t premium rates. It also requires that at least a basic 
plan be offered if an insurer has been denied coverage on tlie basis of health 
sta tu s or claim s experience.

Under the work group's proposal, a health plan uniformly providing benefits 
to all A laskan residents would eliminate the need to further regulate the 
health insurance industry. However, until the corporation begins providing a 
health plan to all residents, significant concerns remain.

Areas o f agreem ent

S e c tio n  A, R ating  P r a c tic e s . Senate Bill 114 and 205  both require insurers or 
a state pool to se t  their premium rates based on a quasi-com m unity rate and 
to issu e  and renew plans to all groups that make su ch  a request. Insurers may 
deny coverage for pre-existing conditions for only a limited period of time 
(one year in SB 114; corporation determ ines by regulation in SB 205). In all 
cases, however, insurers or the state pool m ust offer a basic plan to all who 
apply.

S ec tio n  B. R ate rev iew  au th ority . The work group agrees that rate changes 
filed by all health  insurers that sell group or individual insurance policies in 
Alaska will be subject to review and approval by the state director of 
insurance. The director m u st be given appropriate actuarial staff to perform 
this new function.

Pending Issu es

The work group agrees and both bills require that insurers u se  a quasi­
com m unity rate. Both bills allow rates to vary by age and family 
com p osition /sta tu s. Senate Bill 114 also allows rates to vary by occupation  
and industry but requires that all rates fall w ithin an established range or 
band. Insurers m ay not vary rates am ong similar bu sin esses within a given 
geographical regional. Senate Bill 2 05  allows rates to vary by sex  and other 
"generic factors". Rates m u st be set on a state-wide basis.
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Suggested  T im etable
(assum es enactm ent in 1994 and adequate staffing)

Functions of Corporation

(1) Create corporation
(3) D esign public involvement, sy stem /b eg in  process
(2) E stablish  data system  and begin collecting data
(4) D esign claim s forms 

im plem ent their use
(5) Develop a public health  im provem ent plan
(6) Create clearinghouse
(7) E stablish benefit package and eligibility requirem ents
(8) E stablish voluntary cost control system  

E stablish  Year One expenditure target 
(Year Three expenditure target)
Monitor expend itu res/pattern s of utilization  
Collect and publish fees 
Establish cost-sharing  
Contract w /p eer  volum e /con tro l agency

(9) Present options to the legislature and governor on 
how to finance the health plans for all A laskans

(10) Legislature begins funding health plans for 
all A laskans (date received by corporation)

(11) Pursue federal waivers
(12) Initiatives to attract, train, and retain providers
(13) Claim s clearinghouse begins paying claim s

Begin Date 
July 1994  
Dec. 1994  
Dec. 1994  
Ju n e 1995  
Dec. 1995 
Dec. 1994  
Dec. 1995  

1995 
Dec. 1996* 

1997 
1999  
1995  

Dec. 1995  
Jan. 1997  
Jan. 1996

Jan. 1997

Jan. 1998 
Dec. 1994  
Dec. 1994  
Dec. 1996

*If voluntary cost controls are su ccessfu l at keeping expenditures within the 
expenditure target, th is function will continue.
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Continued. Suggested Timetable

Functions of Corporation

If the voluntary cost control system  does not succeed  
in keeping expenditures w ithin the expenditure target, 
at the end of the third year, the corporation may:

(14) Establish a m andatory cost control system
Establish a mandatory budget 
Mav assum e all or som e cost control functions 
Establish new price, volume, and quality controls 

Establish m andatory sub-budgets
(15) E stablish  com m ittees of experts
(16) Hold public hearings/report to legislature and

governor

I 7

B egin D ate

2000 
2000 
2000 
2000 
2000 

As needed

Annually
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HEALTH SYSTEM REFORM WORK GROUP 
ALASKA PROPOSAL

SB 2 8 4 /H B  451

Provided by Senator Jim  D uncan
February 9, 1994

ISSUE WORK GROUP PROPOSAL SB 2 8 4 /  HB 451

1. Universal C overagc/A ccess The corporation Is required by law to purchase a n d /o r  
directly provide a health plan for all A laska residents.

2. F inancing Universal Coverage The corporation either contracts or directly pays for the 
health p lans through a "market-driven slngle-payer  
system." The system  would u se  m arket forces to Insure 
appropriate consum ption (i.e., published fees, 
appropriate copaym ents and deductib les, and incentives 
to u se  preventive services).

The legislature would decide from am ong a variety of 
revenue sources which should  be used  to finance the 
health plans.

Federal contributions added to fund.



ISSUE WORK GROUP PROPOSAL SB 2 8 4 /  HB 451

3. Cost Containm ent

4. Date Collection

Cost containm ent Is necessary.

There will be a set target budget.

There Is a base year set for the global/target budget.

The corporation will se t both the "target" budget and su b ­
budgets.

Total expenditures would be under voluntary control 
(peer review /sanctions). If not su ccessfu l in a three year 
period of time, m andatory control would be put In place, 
and corporation a ssu m es cost control functions.
(See also  Provider Mix;

Single claim form through single entity.

All claim s data + IHS, VA. CHAMPUS (non-fee-for- 
service) expenditures.

Other health data (which data still to be resolved) 

Confidentiality protected.

A nnual/periodic reports.
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ISSUE WORK GROUP PROPOSAL SB 2 8 4 /  HB 451

5. E stablish Alaska H ealth  
Insurance Corporation

General

The group would be as Independent a s possib le from 
politics. It would be housed in a state  agency as a public 
corporation with a board of directors.

It would be a policy making entity, com pensated (but not 
full tim e employment), have regularly schedu led  
m eetings and a professional staff. The Directors m ust be  
residents o f Alaska.

The Directors would have staggered term s, longer than  
four years su ch  that no single governor would be able to 
appoint all mem bers. (However, given the constitution , a 
governor can remove directors.) There should  be no 
vacancies.

Members confirmed by the Legislature.

Advisory groups to report to corporation.

Functions

Responsible for im plem entation of policy as well as  
developm ent of future policy/alternatives. This Includes 
such  Items as setting the benefit package, developing and 
establishing an expenditure target, getting federal 
waivers, etc.



WORK GROUP PROPOSAL SB 2 8 4 /  HB 451

M em bership Criteria

Fair geographical representation of the directors 
Uncertain how to assure this feature.

Establish Alaska H ealth  
Insurance Corporation
(continued)

Provider Mix

Gender balance.

General categories of m em bership with fair 
representation of consum ers and providers. If physicians 
on board of directors, allied health professionals should  
also be represented.

Expenditure data used to estab lish  current provider mix, 
used by corporation in future years to adjust mix.

Allied health professionals included in sam e type of peer 
review /cost control activities a s  physicians.

Allied health professionals allowed to practice full range 
of w hat they are licenses to practice and not constrained  
by reim bursem ent m echanism s (as long as su ch  services 
are included in the benefit package).

Allied health professionals involved in making 
recom m endations to corporation on desired or expected  
changes In typ es/in ten sity  o f services, increase/decrease  
in num bers of providers. Recom m endations from various 
peer groups consolidated at structural level between  
corporation and peer groups. This lateral integration of  
peer groups will focus on developing "incentives" rather 
than controls in m aking recom m endations to the 
corporation.
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I S S U E W O R K  G R O U P  P R O P O S A L  S B  284/ H B  451

6. P ro v id e r  M ir
(co n tin u e d )

7. U tiliza tion

8. A ccess to  C are  (bo th  coverage  
a n d  p h y sic a l access).

Incentives to a t t r a c t / r e ta in  h e a lth  ca re  p ro fessio n a ls  In 
m edically  u n d erserv ed  a re a s .. .s tu d e n t loan  forgiveness. 
'U aska b ased  fam ily res id en cy  program , tra in in g  for m id­
level p rac titio n ers , RAHEC to analyze re te n tio n  an d  
re c ru itm e n t.

U tilization n eed s  to  be  contro lled .

U tilization is  a  fac to r to be  exam ined  a n d  factored  in to  
e s tab lish in g  ta rg e ts . S pec ia lty  g ro u p s will exam ine 
u tiliza tion  an d  m ake  reco m m en d a tio n s  to  th e  
co rpora tion . If co rpo ra tion  "target" is  n o t m e t an d  
u tiliza tio n 's  ta rg e t h a s  b een  de te rm ined  to  be  
in ap p ro p ria te , co rpo ra tion  will exam ine o th e r  m ea n s  of 
contro lling  u tiliza tion .

Specialty  g ro u p s given th e  o p p o rtu n ity  to deal w ith  
ex cesses by  Im posing a c ro ss -th e -b o a rd  c u ts  before 
co rpora tion  im poses m an d a to ry  su b -b u d g e ts .

Q uality  of care  Is a n o th e r  fac to r th a t  m u s t  be  factored  in to  
b u d g e t/su b -b u d g e ts .

A ppropriate  tra n sp o rta tio n  c o s ts  m u s t  be  in c lu d ed  in  
ex p en d itu re  ta rg e t b u d g e t, p lu s  a  fac to r for a d ju s tin g  th e  
ta rge t. D a ta  collected sh o u ld  inc lude  tra n s p o rta tio n  
costs.

A u tho rity  resp o n sib le  for analyzing  c u rre n t serv ice 
delivery sy stem  a n d  recom m end ing  ch an g e s  to  th e  
system  a s  a m ean s of im proving access.
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I S S U E W O R K  G R O U P  P R O P O S A L  S B  284/ H B  451

9. H ea lth  In su ra n c e  R eform  C om m unity  rating .

Coverage o f p re-ex isting  cond itions.

G u aran teed  renew al.

In su re rs  m u s t offer basic  p lan .

Single c la im s fo rm /e lec tro n ic  c la im s sy stem .

C laim s clearinghouse .

M L Jm um  benefit package.

D irector of Division of In su ra n ce  sh o u ld  have co rpora tion  
to review a n d  approve or d isapprove h e a lth  In su ran ce  
ra te s ; will need  ad eq u a te  s ta ff  in c lu d in g  ac tu a rie s .

10. T o rt R efo rm  S ta tu te  of lim ita tion  a t  age 8 for in ju ry  before age 6.

P re judgem en t in te re s t floa ts  w ith  federal d isc o u n t ra te .

U niversal coverage a s s u re s  fu tu re  m edical ca re  for the  
negligently  in ju red .

M andatory  non-b ind ing  a rb itra tio n  o f a ll  law su its; one 
n e u tra l expert.

A rb itra tion  of all sm all c la im s; th re sh o ld  of $ 1 0 0 ,0 0 0 - 
$200 ,000 ; if appealed , losing  p a rty  w ould have to  pay 
100% of all costs; e lim inate  pane l, one m edical expert 
p e r side; lim it on a tto rn ey  fees, b o th  sides; a rb itra to r  is  a  
friend  of th e  court; R ule 11 s tre n g th e n ed .
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