A

HEALTH INSURANCE

A Sensible Approach to Reform

Part 1

By Joe Torella

ince my last few articles on
Healthcare Reform, many
people (including the editor
of £a) have asked how we
get the “Right” Solution out
of Washington. Part of me wants
to point out the ‘oxymoron-esque’
quality of the question while another
part of me is willing to suggest one
possible scenario - albeit brief by
Washington'’s standards.

First, a step missing to date is
simple, basic goal setting. We need to
reduce cost and cover the uninsured. It
needs to be that clear! Latest analyses
suggest that even a reasonable
compromise of the outstanding bills
will achieve neither.

Second, President Obama changed
the focus from healthcare reform to
health insurance reform; vilifying
health insurance carriers along the
way. Achieving the stated goal(s)
requires insurance companies and
someone with a keen understanding
of health insurance at the table.

Third, all parties have to give a little
- insurance companies, providers,
attorneys, employers, consumers (old
- young - rich - poor) and Legislators.
Starting in 2010, Legislators and
others paid with our tax dollars should
no longer receive rich, unrealistic
health benefits; rather they should get
high deductible plans like the rest of
us. Savings could be redirected to the
uninsured.

Fourth, tort reform should take
center-stage. Defensive  medicine,
simply to avoid lawsuits, is ‘bad
medicine’ and wastes resources and
money. The standard of care must be
based on quality, not fear of litigation.

Fifth, the employer-based system
through insurance carriers should
remain intact for employers with
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>100 employees but is re-focused on
quality, efficiency and affordability.
Plan designs must continue to favor
consumer involvement, the further
development and availability of
transparency tools and incentive-
based features directed at health
and wellness. Employer/employee
incentives for biometric screening
and other initiatives that lead to a
healthier employee population and
reduce medical costs are required.

Sixth, the smaller group market -
employers with up to 99 employees -
should be re-focused as above and re-
engineered to avoid being targeted by
or absorbed into Co-ops, Exchanges
or Public Options. Too much premium
collected from groups with 10 to 50
employees subsidize the very smallest
or “baby” groups and there’s too small
a difference between 65 and 45 life-
groups to warrant separate rating
methodologies, rules, etc.

Market efficiency would come from
‘re-tiering” this segment: one comprised
of employers with 10 to 99 lives and
one or two additional tiers to address
the under 20 segment (although I could
support scaling that threshold between
5 and 20 employees depending on other
segment reforms). Baby groups should
be stripped from the small employer
market altogether and combine with
individuals to better align like-risks.
New guaranteed issue pool(s) would
combine ‘Individuals' and employers
with 1 to 5 (or 1 to 9) employees.

Larger employer groups should
no longer subsidize individuals or
baby groups. A set of unilateral
policies to neutralize inconsistent
standards in the application (or not)
of pre-existing conditions limitations
are necessary. The requirement for
separate certifications stemming from
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questionable nature or existence of
certain small business entities or sole
proprietorships should be eliminated
and a special set of rules adopted for
these cases.

Generally speaking, slopes would
have to be adjusted to better
balance single v. family contracts
(and other factors) together with a
compression ratio of at least 5:1 to
more appropriately weight claims
experience against the population(s)
responsible for them. This yields
lower rates for younger participants,
makes plans more affordable, attracts
young/ healthies into the system and
reduces the number of uninsured.

There should be strict consistent
rules governing the definition of
employer. Proof of employer status
would impact on tax incentives, not
health plan eligibility. Individuals/
baby groups should receive tax
deductions, but only for plans with
embedded wellness components and
transparency tools. Those facing
affordability issues would have access
to additional government subsidies.
For employer groups of increasing
size, tax incentives should be scaled
based on consumer involvement
and wellness saturation to offset
associated administrative expense.

Next month in part 2, we'll further
examine the application of subsidies
and tax credits, consumer protections,
reduction of fraud and abuse and
additional insurance-based solutions
that would be dangerous if ignored by
the current administration. A
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