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Less CHoOICE, HIGHER COSTS

Maine’s Experience Should Give Connecticut Pause in Pursuing
Politicized Health Insurance Rate Approval Process

SB 194 - An Act Concerning Rate Approvals For Individual Health Insurance Policies purports to

be responding to real concerns about the impact of health insurance premium increases.

| 26 SOSNE AU Aa
politicized process.
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Connecticut®@ Robust Individual Market

First, it is important to appreciate how dynamic, affordable and choice-rich the individual
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insurance market in Connecticut already is. In comparisons of health premiums and options
among various Northeast states, Connecticut always rises to the top. Using

ehealthinsurance.com, the largest online broker of individual insurance plans, consider the

plans available to the author ¢ a 34-year-old male. Given that the average uninsured male in
Connecticut is 35-years-old, this comparison is particularly relevant. As shown below,
Connecticut has one of the most affordable and choice-rich individual insurance markets in the

Northeast.

Individual Health Insurances Plans Available to a 34-year-old Male

February 2010 ¢ Monthly Premiums

Monthly Premiums for All Traditional

Individual Insurance Plans*

#
plans

CT - Hartford 81
MA - Boston 6
ME - Portland 14
NH - Portsmouth 26
NJ - Newark 21
NY - NYC 3
PA - Philadelphia 87
VT - Burlington 5

#
carriers
6
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Lowest

v nuv:k-uooeoeo oo oo n

Cost
48
300
152
94
153
561
42
320

Highest
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Cost
349
396
1,450
282
1,491
1,228
335
416

S1k deductible,
with drug
coverage

Lowest Highest

Cost Cost
S 194 S 269
S 372 S 372
S 655 S 763
S 237 S 252
S 503 S 545
Not allowed
S 137 S 297
N/A N/A

* does notinclude state-subsidized plans or ones only available to the self-employed (NY)

Sources: ehealth.com for CT, MA, NH, NJ, NY and PA; anthem.com for ME (not available on ehealth),

bchsvt.com for VT,
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Consider two extremes - the cost of getting any coverage (the cost of entry) and the worst case

scenario (premiums plus maximum out of pocket limit for the plan). In Connecticut, the lowest

cost plan is just $48 a month, less than a typical cell phone bill. In Maine, with its politicized

rate approval process, the lowest cost plan is 217 percent higher at $152 a month for a plan
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Connecticut plan and is higher than the deductible associated with any product sold in

Connecticut.

According to ehealthinsurance.com, one of the 10 most popular Connecticut plans costs just
$117 a month for a $5,000 deductible with no cost-sharing beyond the deductible. The most
popular comparable Maine plan features a $5,000 deductible with a monthly cost of $318 ¢
almost three times more expensive than the Connecticut plan.

The worst case scenario for the Connecticut plan is an out-of-pocket expense of $6,404 a year
(12 months of premium plus the entire out-of-pocket cost-sharing). In Maine, that worst case
figure is $8,816, 40 percent higher than in Connecticut.

In short, Connecticut has a healthy, affordable, choice-rich individual insurance market. As
shown in the table, most Northeast states do not have as competitive of a market. Therefore,
Connecticut lawmakers should be particularly wary of making changes that would jeopardize
the current health insurance market by likely raising costs and restricting choices for patients.

The Unintended Consequences of Politicized Rate Approval
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process has had a very negative impact on consumers:
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1. Carriers leave the market resulting in less choice for consumers. Maine has just six
carriers selling in the individual market with only three carriers with more than 20
covered lives and only one major carrier accepting new business.” Connecticut has ten."
New Hampshire, with the same population as Maine, has nine.” In the early 1990s,
before Maine created a more politicized and restrictive regulatory environment, there
were eleven carriers in the individual market.

2. The individual market shrinks. In 1993, before major reforms establishing a guarantee
issue mandate, restrictiveratingl YR | L2t AGAOAT SR ,th#dwer8 I YR |
almost 90,000 people in MaineQ& A Y RAGARdzZIf Ay adz2NI yOS YI NJ S¢
29,000 people with traditional health insurance purchased in the individual market. "
Despite the fact that the individual market has been growing nationally and growing
even in this recession as people lose employer-sponsored coverage, the market in
Maine is in a death spiral.
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market, the HSA product had to be pulled off of the market, so that costs for small



business and other individual plans would not have to increase to subsidize it. The
approved rate was not adequate and was approved in a way that charged different
premiums for new and renewing customers. This means that today Maine patients are
stuck with high deductible plans with no pre-tax savings option. This is all because of
the politicized process that ultimately took away choices for the consumer and
increased their tax bill for their out-of-pocket expenses."

4. Carriers are unable to introduce new products and lower cost plans. Because of the
lengthy, unpredictable process, effectively carriers are unable to create new plans until
they go through the approval process for current plans. This means new, more
affordable options are not on the table. Consider a plan with a $1,000 deductible and a
requested premium increase. Until that increase is acted upon, the carrier is not able to
then analyze and consider offering a plan with a slightly higher deductible before
requesting a similar premium increase ¢ for this example, a plan with a $1,200
deductible. What this has meant in Maine is that consumers are left with one choice:
the current plan with whatever approved premium increase and NO ability to trade off a
slightly higher deductible for a lower premium. Ina I A yirSi@d&al market, the
deductibles increase in $1,000 or $5,000 increments. ¢ K2 a4 S I NBy Qthis NBI f OK
limits choices and forces patients into higher cost or higher deductible plans than what
they may want or what may be ideal for their situation.

5. The approval process is very long, creating uncertainty for consumers with little
impact on overall premiums. In 2009, a Maine carrier announced in January a premium
increase to be effective May 1. The average increase was 14.5 percent, with an upper
increase of 8 to 34 percent, depending on the plan. Because of delays in the hearing
process and revised filings, the actual approved rate was effective on July 1 with an
average increase 10.9 percent, below trend. The difference for a typical plan between
the original requested monthly premium and the final approved premium was $11 a
month.” Thatis a long, contentious process for not a significant difference in cost to the
patient.

In summary, based on the proposal in SB 194 and the experience of Maine with a politicized
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Maine and most other Northeast stateswant/ 2 Y'Y S O (i A Orithi) figtdabR Knd A O S
competitive individual market.
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choice, eliminate HSA-eligible plans for new subscribers, inhibit carriers from introducing new

innovative and more affordable products, and create more uncertainty. SB 194 may be well-
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not passed despite being discussed every year. He is available at tbragdon@mainepolicy.org
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