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Healih Insurance: A Primer

Summary

People buy inswrance to protect themselves sgainst possible financial foss inthe
future. Suchloszes may be due 10 a motor vehicle collision, natnal disasier, or other
circumstance. For patients, financisl losses may result from the use of medical
services. Health insurance then provides protection ageinst the possibility of
financial loss due 10 health care use. In addition, since people do notknow ahead of
tine exactly What their health care expenses will be, paying for healih inswzance on
a regular basis helps smooth out their spending,

‘While health nsurence continues to be mainly & private eperprise in this
countyy, goverrment fiays an increasingly significant role. Fspecially during the
latter half of the 20 century, the government both initiated and respondad to
dynamics in medicine, the economy, and the workplace through legisiation and
public policies. For example, the Internal Revenue Systen clarified that emplover
conirfbutions 1o employee health benefits are exempt from taxation, which
encouraged the growth of employment-based health coverage. Given the frequent
introtuction of legislation aimed et modifving or Wuilding on the current health
insurance system, understanding the potential linpact of such proposals requires &
working knowledge of how health ingurance is designed, provided, purchased, and
regulated. This report, which will beupdated, provides bagic information about those
topics.

The negative consequences of uninsurance are well-documented. Persons and
farnities without health coverage are more likely than thoss with coverage to forgo
neaded heaith care, which often leads to worse health outcomes and the need for
expensive medical treatment. Since uninsured persons are more likely to be poor
than insured persons, the vminsured are 1ess able to afford the health care they need.
Uningurance can lead o health care access problems for comommities, such as
overcrowding in emergency rooms. Murthemmore, individual states and the nation as
a whole are affected through increased taxes and health care prices o cover
uneompansated CAre exXpenses.

Americans obtain health Insurance in different settings and through s variery of
methods. People may get it through the private sector, or from a publicly-funded
program. Consumers may piwrchass health coverage on their own, as part of an
employee group, or through a trade or professional association. A small minority of
empiovees get health insurance gt no up-front cost becanse their smployer pays the
total inswrance premiuma, However, nearly 44 million Americans did pot have health
coverage 1n 2002,

Health ingnrance benefits are delivered and financed under different svstems.
The factors thet distingnish one delivery system frorm another are many, including:
how health care is financed, how muchaccess to providers andservices s controiled,
and how much authority the envollee has to design her/his health plan. To illustrate,
indemnity insurance is characterized by open access fo services, whereas service use
restrictions ave hallmarks of managed cave plans. And g8 economic conditions
change, a specific delivery system may gain or lose the interest of affected parties.
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Health Insurance: A Primer

intreduction

Heahh insurance coverage domipates many state and federal healih care
discussions. Ashealth covernpe evolved fiom an uncommon benefit o aroutine one,
sovernment’s role in subsidizing and regulating that coverage also changed for
workers, employers, and insurers, Although health insurance continues to be mainly
a private enterprise in thiz country, public entities play 2n increasingly significant
role.

Govemnment’s involvement in health coverage expanded dramatically in the
Iatter half of the 20th century. Fublic policies and legislation initiated or responded
to dynamdcs in medicine, employment, and other arsas.

¢ A long-standing rule issued by the Internal Revenue Service (IRS)
stated that an employer's contrivutions to employment-based health
insurance could not be included in an employee’s gross income for
tax purposes {(Internal Revenue Code, Section 106). This ruling
helped spur the growth of employer-sponsored health benefits. The
RS also siated separately that emplovers could deduct such
contributions as part of busingss expenses,

a  Advepces inmedicine ledto escalating consurner demand for newer,
pefter freatments, Al the seme time the o5t of health care increased,
which was especially problematic for certain groups of care
consurmers who lacked health coverage. This Jed to government
efforts to assist consumers in paying for health care through secial
insurance programs.’

e More and more smplovees began to work for more than one
employer over their lifetimes. Governmentwas catled on to address
a problem many workers faced: keeping health coverage as they
moved from job to job,

Given the frequent introduction of legislation aimed at modifying or building
on the current health msurance system, Understanding the potential ompact of such
proposals requires a working knowledge of how health insurance is designed,
provided, purchased, and regulated. This report provides basic information about
those topics.

! Publicly-finded health programs generally either provide Amding for direct medical
gervices or assist conswmers ip paying for health care. The latter arz included in a broad
categary of progratns based on “soclal Insuranee” principles. Social insurance refers to
publicly-funded insurance programs that ave statutorily mandated for certain groups of
people, such as lowsincome individuals.
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What ls Health Insurance?

Basic Definitions and Principles

People buy insurance to protect thernselves against possible financial loss inthe
fature. Such losses may be due to amotor vehicle collision, natural disaster, or other
circumstance, For patiems, financial losses may result from the use of medical
services, Health insurance then provides profection agsinst the possibility of
financig] loss due to health care use. In addition, sine¢ people do not know ahead of
time exactly what their health care expenses will be, paying for health insurance on
z repular basis helps smooth out thelr spending.,

The concept underlying insurance is “risk;” L.e., the likelihood and magnitude
of financial loss, In any fype of inswrancs arrangement, all pariies seek to minimize
their own risk. I health insurance, consumers and imsurers approach the
management of instrance risk differently. From the ¢opsumer’s point of view, a
person {or family) buys health inswance for protection against financial losses
resulting from the faiure use of medical care. From the insurer’s point of view, it
amploys a variety of methods 10 minimize the risk it takes on when providing health
coverage t0 comsuaners, 80 as to asswie that it operates a profitable business. One
method 15 to cover only those expenses arising from a pre-defined set of services
(generally called “covered” services). Another method for hmiting risk is ro
encourage healthier people to obtain health coverage, presumably because healthier
people would not need as many medical services as sicker people.

While the methods employed by an insurer differ from those of a consumer,
sach person or entily has the same goal: {o minimize risk in ap uncertain famire. It
is thig wncertaimty of the fature and risk of loss which form the coutext for insurance,
and the strategies to make financial loss more predictable and mapageable which
drive insurance arrangenients.

Uneven Distribufion of Health Care Expenses. In heslh care, a
minority of consurmers are responsible for & malority of expenses. Agcording to a
study that looked at the distribution of health care spending, 5% of the population
accountted for over half of all health expendituzes, and 10% of the population
secounted. for around two-thirds of those expenditures®  Such findings were
consistent for selected years spanning three decades. Given the unevenness of health
care spending and the impossibility of identifying all of the highest spenders before
theyuse medical services, Insurers employ various strategiss in order to minimize the
tisk they take on.

2 Mare L. Betk and Alan C. Monheit, “The Concentration of Health Care Expenditures,
Revisited,” Health Afoirs, vol. 20, no. 2, (Mar/Ape. 2001), pp. 9-18,
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Risk Poof and Rate Setting. The main objective of ingurance is to spread
risk aoross a group of people. This objective is achieved in health insurance when
people contribute to a coramon pool (“risk pool”) an amount at least equal to the
average expected cost resulting from use of covered services by the group as 4 whole.
In this way, the actugl costs of health services used by & few people are spread over
the entire greup. This is the reason why insuring Jarger groups is considered less
risky — the more persons patticipating in a risk pool, the less likely that the serious
medical experienoss of ane or a few persons will result in catastrophic financial loss
for the entire pool.

An surer calculates and charges a rate {ie, a “premitm’) in order 10 finance
the health coverage it provides. The premuum generally refiscts several factors,
including the expected cost of claims for using services in a year, administrative
expenses associzted with running the plar, and a risk or “profit” charge. The
premium also will vary depending on if it buys self-only coverage or family coverage
(see later discussion). If the insurer scourately ¢stimates fature costs and sets
appropriate premium levels, then claime for that risk pool should be ressonably
predictable over time. In other words, the prermivms paid by healthy persons in the
risk poal help subsidize the costs of less-healthy persoes.

Risk Pool Compaosition and Adverse Selection. As noted above, one
of the ways insurers atterapt to make fivture costs more predictable is by spreading
the risk of high costs for a few people actoss many people. But the number of people
is not the only significant factor. Equally as important, if not more so, is the
composition of the group.

A consumer’s decision 1o obrain health coverage is based ona variety of factars,
such as health stanss, estimated need for future medical care, and disposable inpome.
Consumers with different health conditions, as well as varying degrees of comfort
torwards risk-taldng, will differ on whether they consider heslth Inswranee necessary.
This is a circumstance that insurers will consider when estimating the cost to cover
future health care use, 'With this o mind, insurers generally will vary the premivmsg
they charge and the health services they cover (subject to state and federa! stetnes)
in order to atiract various segments of the population. This flexibility in rate setting
and benefit detenmination is pardoularly important in a competitive insurance market
where ingurers try to provide the most aitzactive rates to merease their market share.

However, some risk pools do atéract a disproportionats shavs of unhealthy
individuals., T part, this is becauge people generally knmow more about their own
health conditions than any other person or eofity, such as an insurer. Health cars
consamers typically are the best-informed about when they will need medical care
and what kind of services they will need, The “information asymmetry” between
what congumers know ¢ompared to what fosarers kaow gives consumers an
advantage when looking for health coverage that will meet thelr fature demand for
bealth care, This asymurcetry is another source of uncertainty which msurers take inre
account when developing and pricing inswance products (or health plans).
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Wheg a disproportionate share of unhealthy people make up a risk pool, a
phenomenon known as “adverse selection,” the average cost for each person in the
pool rises. The higher costs may encowrage the departure of healthier members from
the group, and discowrage the entrance of other healthy people, since healthier peapls
may be able to find cheaper coverage elsewhere, or decide that coverage 15 too costly
and become uningared. In either situation, it leaves an even less healthy group of
people in the risk pool, which again causes the average cost to rise for the remaining
participants. Ifthere is no change in this dynamic, the group may expérience a “death
spiral” as it suffers substaniial adverse selection leading to an increasingly expensive
risk pool and possibly dissolufion of the pocl altogether. Therefore, despite the
consumer’s information advantage, it does ot guarantes access o affordable and
adequate health coverage.

Group Market, Nongroup Market, and Medical Underwriting. Health
insurance can be provided to groups of people thatare drewn togetherby an employer
or other grganization, such ag a professional association or trade nolon. Such groups
are generslly formed for some purposs other than oblaining imsurfnce, ke
employment. When ingurance is provided to a group, it is referred to as “group
coverage” or “grovp ingwrance” In the group nsurance soarket, the enticy that
purchases health ingurance on behalf of a riak pool is referred to as the “sponsor.”

Consumers who are ot associated with a grovp can obtain heglth coverage by
purchasing it directly frorm an ivsorer in the individual (or nongronp) insuraunce
market Insuranee carviers in the pongroup markes conduet an exhaustive analysis
of sach applicant’s insurability. An spplicant usually must provide the insurer with
an extensive medical history and often undergo a physical exam. This information
i used by carriers io assess fhe potential medical claims for each persen by
comparing characteristics of the applicant to the loss expericnce of others with
sirailar charsctenstics. Once such a ¢valustion has been conducted, the carrier
decides whether or not to provide health coverage and determines the conditons for
coverage. This evaluation and detarmination process is cilled “underwriting”

Medical underwriting i= standard practive in the individua! insurance market,
thongh 4 carvier’s ability 10 reject applicants or vary the tomns of coverage are
regtricted fo some degree by federal and state requirements. Ta the group ngurance
market, insurers fovgo underwriting i the traditional sense; 1.¢., reviewing zach
person's demographics and medical bistory. Instead, an insurer Jooks at the
characteristics of the collective growp ~— such as its ¢laims history, demographics
{e.g., ndustry of firen and age distribution of enroliees), and geographic location —
to conduct the msurance risk and loss analysis. The insurer then charges a premium
based on the analysis of the mroup's characteristics. Thers are exceptions to this for
very small groups. For example, when 2 firm with only a handful of employees
applies for health coverage, the insurer may choose 1o review the health conditions
of each person in order to establish & premivm for the entire group, Or, the msurer
may charge a larger premium due to the Jarger risk attributed to smaller groups, if
perinitted under law.’

* G, Claxton, “How Private Inswrance Works: A Primer,” Kalser Facily Foundation (RFF)
{continued...)
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Fuliy-insured vs. Seifinsured Plans. A common distinefion made
between types of haalth insweance products is whether they are fully-insarad or self-
msured. A fully-insured health plan is one in whick the sponser purchases health
coverage from a state-licensed surer (also referred to a5 en insurance cander). The
cartier assumes the risk of providing covered services to the sponscr’s envolled
members. In contrast, organizations who gelf insure (or self fund) do not purchase
health coverage from state-licensed inswrers. Seif-insured plans refer to health
coverage that 15 provided directly by the organization (e. g., employing firm) seeking
coverage for its members {(s.g., employess). Such orpanizations directly take on the
risk for covering medical expenses, aud such plans are not subject to state insurance
regulations, Thus, a large employer that self funds employee health benefils acty as
both sponsor and insarer for that coverage. Firms that self fund typically contract
with third-party administrators {TPAs) to handle administrative duties such as
member services, premiure colleciion. and ufilization review, TPAs 4o not
underwrite insurance risk,

Self-only vs. Family Coverage. Another commmon distinction made in
kealth insurance is whether the policy covers one person or a family. Under setf-only
coverage, the holder of the insurance policy is the only person insured. (Self-only
coverags sometines is referred to as individual coverage. Individual coverage inthis
gense should not be confused with health coverage from the individual insurance
market — see discussion below.) Family coverage applies to the policvholder,
her/his spouse, and children® Self-only and famly policies may differ from each
other in terms of the services they cover and the cost-sharing they fapose,

Administrative Expensas, Costs for administratve fonctions sncompass
2 wide range of operational activities, Adminiztrative expenses mclnde costs
associated with contracting with providers, sales and marksting, enrellment and
billing, customer service, utilization review, case management, and other functions.
The estimate of adminisirative expensas as a percent of claims ofien isnzed 23 2
measure of operational efficiency. For large firms that seif-insure, administrative
costs make up 5-11% of claims, compared with 33-37% for insurers of small firms,”
In the nobgroup ruarket, administrative expenses are offen higher on a per-person
hasis compated to the group market,

* {.continusd)
wabgite, Apr. 2002, at [hitp/dwww kfforg/insuranes/loader.cfimPurl=fcommenspot/
secutity/gethle.cfmdé&PageD=14053]

* Policies vary on the yequirements children nmst imeet {e.g., age, mastial status, sfe) in
order to become eligible for or stay on & family policy.
* Rose C. Chu and Gordon R. Traprell, “Study of the Admimistrative Costs and Actuarial

Values of Small Health Plans” Sroall Business Resewrch Sumynary no, 224, at
Phttp/feranw . sba.goviadvo/research/rs224. pdf], Jen. 2003
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Tax Preference

Unlike most indusirialized countries, the United States does not guarantes kealth
coverage 10 all of its citizens. Instead, it relies on a patchwork approach which
corobings peivate and public means for providing and accessing health insurance and
health care. Cue of the key pisces of this patchwork encouraged the growth of
employment-based health coverage via the tax code, ‘

Section 106 of the Internal Revenue Code states that employer contributions o
employment-based health insurance are not inchuded in employees’ gross incomes
for tax purposas. This tax preference encourages works o sign up for (Ftake-up™)
health coverage within the work setting. A separate ruling by the Internal Reveous
Service clarified that such employer contributions are business expenses and
therefore, deductible from employers’ taxable mcome. Both parties benefit
employers use health insurance coverage as a means to recrvit and retain workers,
while emnployees typically get access 0 more serviess af better rates (see discussion
below). However, employees generally receive reduced wages 10 compensate for
richer fringe benefits,

The tax exclusion of fringe benefits is one of the primary reascn why health
coverage is provided mainly through the workplace in this country, Approximately
two out of three nonelderly (under 65) Americans have employment-sponsored
ingurance (E8I. Moreover, of nonelderly persons with private healh insurance
coverage, approximately nine out of 10 obtain it through the worlgplace,

Heaith insurance Regulation

Regulation occurs zt multiple points in the process ofproviding healthcovarage,
Health insurance regulation addresses a wide variety of issues: the benefits that must
be offered, the individuals to whom the inswrance is made avallable, and the
responsibilities insurers have to their health plan enrollees are a few of those issues.
The most common distinetion (and one of the most contentivus areas) in the
regulation of health insurance is whetber i is the responsibility of individual states
or the federal government. This distinction is important because federal and state
laws governing health plans differ on issues such as compensation in courts, acoess
1o care, and mandated coverage for certan benefits.

Responsibiiity of the States. The regulation of insurance traditionally has
Been a state responsibility, as clanified by the 1945 MeCarran-Ferguson Act.
However, overlapping federal requirements complicats the matter with respect to
health insurance. [ndividnal states have estzblished standards and regulations
overseeing the "busiuess of inswence,” imcluding requirements zelated o the
finances, management, and business practices of ap msurer, For example, 21l states
have laws that require state-licensed insurance carclers to offer coverage for specified
health care services (known as “mandated benefits™), Because fully-insured plans are
subject to state-established requivernents, those plans must offer those mandated
benefits. On the other hand, self-inswred plans are not subject to state insurance
regulations 30 they are exempt from such requirements.
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Key Federal Statutes. Regardliess of whether health plang are fully-insured
or self-funded, they all are subject to a number of federal laws (2.g., the Americans
with Disabilities Act). Two of these federal laws, the Employee Retirement Income
Security Actof 1674 (ERISA, P.L. 93-406) aud the Health Insurance Portability and
Accountability Act of 1656 (HIPAA, P.L. 104-191), have significant impact on how
health insurance i3 provided,

ERISA ouilines minimum federal standards for private-sector smplover-
sponsored benefits. (Public employes benefits and plans sponsored by churches
generally are exempt from ERISA). Passed in response 1o pension abuses, the Act
was developed with a focus on pensions, but the law applies 10 a long list of “welfare
benefits” including healih insurance. The Aect reguires that finds be handled
pradently and in the best inferest of beneficiaries, participants be informed of their
rights, and there be adequate disclosure of 2 plan’s financial acitivities. ERISA
precmpts state laws for iseues that “relate (07 emploves bexefit plans, {(In other
wards, the federal law overrides state laws affecting private-sector smploves
benefits). This porticn of ERISA was desipned to ensure that plans would be subject
to the same benefitlaws across ail states, partly in consideration of firms that operate
in multiple starzs. However, state laws still apply for issuss whick involve the
“Wusiness of insurance.” Giventhe ambiguity ofthe phrases “relate to™ and “business
of msurance,” the FRISA preewmption ig an area of heated debate and active
litigation.®

The core motivation behind the Health Inswarance Portability and Accountability
Act of 1998 (HIPAA) is 1o address the concern {hat insured persons have aboan
losing their coverage if they switch jobs or change health plass (“portability” of
health coverage). The Act’s health insurance provizions established federal
requirements on private and public employer-sponsored health plans and insarers.
It ensures the availability and renewability of coverage for certain employees and
other persens under specified circumnstances. HIPAA limits the amount of time that
coverage for pre-existing medical conditions can be depied, and prohibifs
&sorimingtion on the basis of health status.related factors. The Actalse includes tax
provisions designed 10 encourage the expansion of health coverage through several
mechapisms, such as a demonstration project for tax-acvantaged medical savings
accounis and a sraduated mcrease of the portion of premiums self-employed persons
conld deduct from heir federal income tax calculations. Ancther set of HIPAA
provigions addresses the electronic transmission of health information and the
pnvacyo:t ‘oersonally-identifiahle medical information (admmnsﬁahvs simplification
and privacy provisions, respectively).”

% For mors infonmation ghour ERISA, see CRS Report RE20315, ERISS Regulation of
Health Plans: Facr Sheet, by Hinda Chaikind.

" For more information about HIPAA, see CRS Report R1L31634, The Health Insurance
Porrability and Accouniability Act (HHIPAS} of 1996: Ouerview and Grddance on Freguently
Asked Questicns, by Hinda Chaildnd, Tean Hearne, Robert Lyke, Stephen Redhead and Tulie
Stone.
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Why Is Health Insurance Considered Important?

While healih insturance coverage 15 not necessary 0 obtzin health care, itis a
vital mechanism for aceassing s&rvices it an environment of increagingly expensive
health care. As health care costs tise — at times cutstripping fhe tise in wages —
moss pecple need greater assistance with covering medical expenses. Health
insutance provides some measure of protection for consurners, especially those who
have limited means or greater-than-average need for medical care.

Hesithinsuranes is considered Important alse becauss of the well-documented,
far-reaching consequences of uninsurance. For insiancs, uninsured persons are moe
Tikely to forgo needed health care than people with health coverage. This includes
forpoing services for preventable or chronje conditions which often leads fo worss
health outeomes.! Uninswred persons also are less likely to have a “usual source of
care;” 1.¢., & person of place identified as the sovrce to which the patient usually goes
for health sexrvices or medical advice (not including emergency reoma). In 2002,
while ouly ons-tenth of all adults with private health insirance identified no usual
source of care, almost half of all uninsured adults had no usval source” Having a
ugnal source is important because people who setablish ongoing relationships with
health care providers or facilities are more likealy than persons without & usnal source
to access preventive health services and bave regular visits with a physicien.!®
Therefore, to the extent that health insurance coverage facilitates access o medical
services, people without coverage face substantial barriers inthe parrsuit of the health
care they nead,

The negative consequences of uninsurancs ¢xtends beyond the persons directly
involved. The Institute of Medicine found that the insurance status of parents affects
the amount of health care theit childrenreceive.’’ Inplaces with crowded emergency
Iocms, increasing uninsurance rafes can add to that problens, since uninsured persons
have fewer places from which they can get general heglth services outside of
smergency departments (EDs), compmad o people with health coverage.
Overcrowding fn EDs, in trn, leads to longer walis for all patients seekdng
emergency care. Moreover, manyupinsured persons forgo preventive health cere and
end wp developing more serions conditions requiring complex, expensive medical
services. 3ince health coverage is posttively related to income, uningured persons are
less likely to be able to afford this level of care. In cases whers patients are unable
to cover the costs associated wifh receiving health services, the facilities that
provided those services must take it as a financial loss (Le., uncompensated care).
These losses can be staggering. For example, one study estimated that health care

Watger Corumnission on Medicaid and the Uninsured, “The Uninstred and Their Access to
Health Care,” KFF website at [ntgy/frww ki orghensured/ oader. cfmTurl=/cermmmonsnot/
sectrity/getfile. cfn& Page[D=20284], Dec. 2002,

* National Center for Bealth Statistics, Healrh, United States, 2002.

W1 E DeVoe, stal., “Receipt of Preventive Care Ameng Adults: Ingurance Status and Usual
Source of Care,” American Jowrnal of Public Health, May 2003,

B Tustitpte of Medicine, Comnittee on the Consequences of Uninsurance, Coverage
Matters: Insurance and Health Care, 2001.
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providers gave approxiroately $35 billion of uncompensated care to the uninsured in
20011

Ultimately, though, the costs for caring for the uningwrsd are “passed down to
all taxpayers and consumers of health care in the form of higher {axes and higher
prices for services and insurance””™® Taxpayers are affected because the federal
governmentmakes payments 1o hospitals — for patients enrolled in cortain programs
— which take into accownt the share of poor peoples treated, The gssumption is that
facilities that treat & larger proportion of poor pecpls have a greater problem with
uninsurance and unsompensated care. The federsl government also provides grants
to many health centers and other facilities that serve poor communities. Inaddition,
states and localities fimd local heslth programs, public hospitels, and clinics
facilities that generally serve an uninsured (or medically-underserved} population.
Health care conswmers are affected by unimstrance becange in oeder for physician
practices and hogpitals 0 survive financislly they have to make-up the losses they
sustain, Hospitals and physicians may raiss rates for certain services or discontinue
unprofitable programs in order to recoup those losees, thereby affecting consumers’
pocketbooks and access to services. Uninsurance, theéw, has nezative health and
financial consequences forninsared persons, their familiss, comrounities, states, and
the nation as a whole.

Where Do People Get Health Insurance?

Americans who are not elderly obiain health insurance in ¢ifferent settings and
through a varisty of methods (se¢ Table 1)." People may get it through the private
sector, or from a publicly-fanded social nsurance program. Cobsumers may
purchage health coverage on thelr own, as part of an employes group, or through a
trade or professional association. A small minority of employees gethealth insarance
atno up-front cost becanse their employer pays the total insurance presivm (hoth the
employee and employer shates of the pramium). However, nearly 44 million
Americans did not have health coverage in 2002,

? 7, Hadley and J. Holahan, “How Much Medical Care Do the Unipsured Use, and Who
Pays for 1t7.” Health Affairg Web Bxclugive, Feb. 12, 2003,

B Institute of Medicine, Commities on the Consequences of Uninsurancs, 4 Shared Destiny,
2003, p 122.

* Heaith coverage often is discussed in terras of the under-65 population, given that
virtually ait of the elderly get health covernge through one source: the Medicars program.

¥ U.S. {ensus Bureaw, Current Populution Survey, 2003, The surber includes all
wnsured persops, including the slderly.
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Table 1. Health Insurance Coverage of the Nonelderly by Type
of insurance, 2002

Tetal population 106.0% 250.8

Croup market 64.2 161.8
Nengroup inarket 5.7 16.8
Medicars 2.3 5.8
Medieald 118 299
Tricare/CHAMPVA® 28 6.9
No health msurance 17.3 43.3

Spuree; Employes Benefit Research Instiute sstimates of the 20603 Cuntent }’o;:mlaﬁen Survey.

Nete: Columns may notadd fototals because persons may recelve ingurance (OVEiags fmmmam than,
ang source.

* Tricare (formenly known as CHAMPUS) is & progeaun administered by the Departoment of Def2nss
for military retiress as well as fapilies of active duty, tetired, and deceased service members.
CHAMPVA, the Civitian Health snd Medical Program for the Departaent of Veterans Affairs, is 2
heslth gare henefits program for dizabled dependents of vetavans and centain survivors of veterans.

Employer-Sponsored Insurance

Even though examples of health insurance in this country sretch back slmost
200 years, most Americans did not have health coverage until the latter half of the
20% century.’® The demand for more workers during World War T and a wage freeze
tmposed by the National War Labor Board generated great interest in emplover-
sponsored insurance (ESI) at a worker recruitment and retention tool.)” Buoyed by
legislation and court rulings declaring the tax sxsmption of fringe benefils, and
support from wniens for work-based coverage, health insurance became a pervasive
emnployment benefit.

In employer-sponsored insuranse, risk pools may be comprised of active
workers, dependents, and retirees. Insurers use anumber of strategies 1o morease the
tikelihood that sach rigk pool includes & goodpmmmon of healthy individuals, thas
avoiding adverse selection. For instance, insurers may restrct emplovess
epportonitiss to take-up health coverage or switch health plans by designating a
speeific time fame sach year for such activities (Mopen epwollment period™). Such
a strategy decreases the likelihood that people will “game™ the system by taking up
coverage only when they plen on using bealth services (8., for pregnancy and birth),

% Zee timeline from Employes Benefit Research Institute’s (EBRT) “Tstory of Health
Tnsurance Benefits,” EBRI website, Mar, 2002, ar [lntp/www. elrlorgfacts/ 0302 fact Intmj,

7 Health Insurance Association of Amenica, Fundamenials of Health Tnawrance, 1997.
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and dropping coverage when they 1o longer plen to access care. Insurers also may
require the erployer to enroll a certain proportion of the firm's eligible population.
Assumning that the eligible population consists of 2 good percentage of healthy
people, tequiring a certein proportion of all eligiblss to enrcl! leads to an enrollee
population which containg at least some healthy people.

Employers also use strategies to encomage insurance take-up by healthy peopla.
For example, employsrs usually pay pait {or, in very few instaaces, all} of the total
prernium. This practice makes healih coverage a more attractive benefit, even @
thoss who do not plan to use medical services on a regular basis. Overall, insurers
may asswme that not all people in ESI risk peols take-up health coverage for reasons
primarily related to personal heajth status or immediate demand for medical care.

Advantages. ESI plasg retain enrollees better than the individual health
inswrance market. As previowsly mentioned, heaith benefits provided =t the
workplace are exemypt from income and employment taxes, encolraging the growth
and continuity of esnployer-sponsored health insurance. Largerisk pools witha good
proportion of healthy enrolless tend to be more stable than simall pools or those with
a higher proportion. of unheslthy enrollees. Given the strategies discussed gbove to
discourage adverse selection, insurers agsnme that ESI pools — particularly large,
diverss ones —— are more stabie. Generally, this translates {510 less volatile costs and
better oversll rates in the group market compared to the nongroup market. Also,
large ESI groups can use their size to negotiate for better benefits and cost-sharing,
in contrast 1o individual applicants in the nongroup market. Plan sponsors negotiats
and interact with insurers on behalf of all of their insured members, unlike in the
individual market where each consumer ronst deal with the insurance carrier divecily
in order to apply for and purchass coverege. In addition, there ars econorniss of seale
for emwrollees in the group market compered to the nongroup market for such
administrative activities such as seles, billing, and customer service. For these
1easons, workers and their families benefit from receiving coverage through the
workplace, Forplansponsors, the main agdvantage {s touse health coverage to recruit
and retain workers, Thisds particularly appealing in a growing economy — such as
during most of the 1590s — when there may be high demand for workers,

Disadvaniages. While there are many advantages to obtaining ESI coverage,
there are challenges as well. From the vantage point of the enrolies, one of the
bigzest disadvantages is the genersllack of portability. Becanse ESTcoverage is ted
to the job end not the person, any change in employment (such as going from full-
time to part-time status, or changing jobs) may alter the heslth care providers or
services to which the worker has access, or disrupt health coverage altogother. Also,
in firms that offer health coverage, there is a trade off made between wapes and
benefits. Forworkers who do pottake up health insurance from thase firms, thevend
up acceping lower wages for a set of benefles they do not eccess.  From the
perspective of the sponsor, anunderlying challenge is the lack of enrollee awareness
of the trus costs of health care. Because the sponsor contributes 1o the cost of the
preminm, enrclless do not bear the full cost of obtaining health coverage. More
importantly, enrollees generally de not have to cover the entire cost of the services
they use, #ince spomsors negotiate for lower rates and befter cost-gharing
arrangements from insurers. Consumers enrclied in managed care plang in particular
are ghislded from health caye’s frue costs. Soms observers contend that thig lack of
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cost awareness gives litfle incentive 1o consumers to udlize medical services
prudently, which leads to greater use of services and greater overall health care
expenditures. Tn addition, sponsors’ effaorts to constiain their health care spending
— by increasing the employee share of the premivm or exaployes cost-sharing — are
made even more difficult to justify or implement. Finally, from the perspective of
the federal budget, the tax exclusion of employer-spomsored health msurance
represents a lost sowrce for Treasury funds.

Large vs. Small Groups. The group nsurance market often is thought of
as consisting of large and small groups. The underlying reason for this distinetion
is rooted in the Inverse relationship betwsen ingurance risk and group size; ie., the
risk associated with a group grows &3 the size of the group shrinks. This concept
affects employers® offers of bealth benefits. Forinstance, a verylarge employer often
is able to offer multiple heslth plan options to its members (5.5 the Federal
Employee Health Benefit Program {FEHBP)). A large business can leverage its size
to get a more comprehensive set of benefits. On the other hand, small employers are
tess able to provide health coverage at all because of the greater risk associated with
small groups. Bven when small employers do offer covarage, the benefits are often
limited. Small employers also are much Jess liksly to seli-fund health coverage,
since there is a smaller pool for spreading risk and protecting against catastrophic
loss. Furthermore, such sntities generaily do not have the necessary adninistrative
capacity to negotiate with multiple provider groups and handle all the day-to-day
operational fimetions conducted by insurers. Jt is conditions such as these which
promy: legistators to develop proposals for expanding small group participation in
health insurance; for example, targeting association health plans and health marts,
and opening up FEHBP to the small group market.

Association health plans and health marts are examples of the spectrum of
entities which bring groups of people together for the purpose of buying health
insurance. These entities include trade and professional associztions that offer health
coverage to their members (“asscciation-sponsored plans”), and soall firms that band
together to purchase coverage as a group (“health insurance purchasing
cooperatives™). The premise behind pooling amangements is fo decrease the
administrative burden on and increase the negotiating capacity of participants who
cannot afford to offer or purchage coverage on their own. Around ene-third cf small
firrns by health coverage through some type of purchasing pool. ™

Public Programs

While most Americans with health insurance obizin it through the private-
sector, tens of millions of people get their medical care paid for through public
programs. Below are deseriptions of selected federal and state programs which
provide payments on behalf of many persons who, due to low inoomes or high health
care expeases, could not afford health care otherwise.

4 For additional information, see CRS Repert RE31963, 4ssociarion Health Plans, Health
Maris, ond the Small Group Market for Health Iisurance, by Jean Hearne.
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Medicare, The Medicare program wag established in 1963, and is 2 federal
program for seniors (65 years and older), certain nonelderly persons with disabilities,
and persons with end-stage venal (kidney) disease. Medicare currently consists of
three paris: Part A, Hospital Insurance; Part B, Supplementary Medical Jusurance;
and Part €, Medicare Advantage, formerly referred to as the Medicare+Choice
program.  Togsther, Parts A and B cover many medical services, such as care
provided in hospitals and skilled nursing facilities, hospice care, home health care,
physician services, physical and occupational therapy, and other services. The then
Medicare+Choice program, added three dacades after Medicare was established, was
created to expand the availability and diversity of managed care plans that cover all
Part A and B services, P.L. 108-173 added = new Part D to the Medicare program.
Effective in 2006, Medicare beneficiaries may access cutpatient prescription dmg
benefits through Part D,

A large maiority of Americans age 65 and older are zutomatically entitled to
coverage under Part A and do not have to pay a premiurm because either they or their
spouse paid Medicare payroll taxes on their past earnings. (Even ifan elderly person
did not pay Madicare taxes, she/he may be able to purchase Part A coversge.) Pant
A also provides coverage for certaln nonelderly persons who raceive Social Security
cagh benefits, Enrofiment in Medicare Part B iz voluntary for eligible individuals.
For most persons who are entitled to benefits under Part A, they are enrofled
antomatically in Part B, but they are given the option to decline coverage. The small
minority of people who do not have automatic enrollment may request enrollment in
writing. All Part B enrollees pay 2 monthly premim for coverage.

Sinee its creation in the mid-1960s, Medicars has provided health coverags to
tens of millions of Americans, and in 2003 had 40 million enrolless. The program
has been g0 gucresgful in covering the elderly that the problem of uninsurance usually
is described i terms of the under-65 population.

Medicaid and the State Children's Heaith Insurance Program
{§CHIP). Medicaid is the main health insurance program for very low-income
Armericans. It provides coverage for health care and long-term-care servicss to
certain adults (generslly parents and pregnant women), children, the elderly, and
persons with disabilities, Mediceid is jointly funded by federal and stare
governments, and is administered by the states within federally-set guidelines. State
Medieaid programs provide a comprehensive set of services, reflecting its diverse
enrollee populstion. These programs must provide a set of federally-specified
benefits, such as hospital services (both inpatient and outpatient), physician services,
mursing home care, home health care for those sntitled to services from nursing
facilities, and certain services for children. States also have the anthority to cover
sdditions] services. Some states have used their waiver authorty under Medicaid to
extend coverage to uninsured persons who could not meet the program’s financial
tests. Medicald {s a means-testad program and applicants must meet fnancial and
other criteria in order to be sligible for program services. Everyone wha meets the
eligibility criteria is entitled to Medicaid benefits.

The State Children’s Health Insurance Program was established in 1997 to allow
states to cover certain low-income children. In designing their progiams, states can
choose among three options: expand Medicaid, cresfe a new “separate state”
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insurance program, or devise a combination of both approaches. States that chooss
to expand Medicaid to SCHIP eligibles must provide the full mnge of Madicaid
benefits, as well as all optional services specified in their state Medicaid plans.
States that establish SCHIP programs that are separate from Medicaid choose one of
three benefit options. All 50 states, the District of Columbia, and five territories have
established some type of SCHIP program. SCHIP’s eligibility rules tarpet uninsured
children under 19 vears of age whose families” incomes are above Medicaid
eligibility levels. States may raise the upper income level for low-mecme children
11p to 200% of the federal poverty level, or higher under certain circusistances.”

individual Heaith Insurance

The individual insurance (“nougroup™) market is often referred to 25 8 “residual”
smarket. The reason being that this market provides coverage to persons who canpot
obtain health insurance through the workplace and do not qualify for public programs
such as Medicare, Medicaid, or SCHIP. Conseqguently, the enrollee population for
this private health msurance tarket is small,

The residus] nature of thenongroup market is evident inthe demegraphic make-
up of those who purchase coverage from it. The market is over-zepresented by the
near elderly (55-64 years old); & group that has relatively weak attachments to the
workplace. The individual market disproportionately consists of part-time workers,
part-year workers, and the self-employed, groups unlikely to bave access to ESI
coverage.”? Also, some people use the nongroup market a3 a temporary soures of
caverage, such as those in-between jobs or early retirees who are not yet eligible for
Medicare.

Applicants to the individual imsurance market must go tarough robust
underwriting. Iusurance cariers in most states condnet an exhaustive analysis of
each applicant’s insurability. An applicant nsually must provide her/his medical
history, and often undergo a physical exam. This information is used by carriers to
assess the potential medical claims for each person. Federal and state requirements
yestrict somewhat Imsurers® ability to reject applications oy design coverage based on
health factors (such as benefit exclusions for certain pre-existing heaith conditions).
Nonetheless, sorne applicants are rejected from the nongroup market altogether, and
others who are approved may receive limited benefits or are charged preminms that
ate higher than those in the group market for similar coverage”’ Rigorous
undervriting results in an enrolles population that {s fairly healthy (thres out of Tour
enrollees repor: that their health is excellent or very good™), thereby excluding

* For additional information, about SCHIP, ses CRS Report RL30473, State Children's
Health Insurance Frogram (SCHIP): A Brigf (verview, by Flicia J. Herzand Peter Eraut.

B, 7. Chollet, “Consumers, Insurers, and Market Behavior,” Jowrnad of Health Politics,
Policy ard Law, Feb. 2000,

M, V. Pauly and A M. Percy, “Cost and Performance: A Comparison of the Individual and
Group Health Insurance Markets ” Journal of Healrh Politics, Policy and Law, Feb. 2000.

 Gienerz! Accounting Office, “Private Health Insurance: Millions Relying on Individual
{gontinved...)
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persons with moderate to severs health problems from the private mongroup
msurance market.

State High-Risk Pools

Many states have high-risk pools, which are nonprofit entities that provide
heslth coverage to persons with high health care expenses. Generally, such persons
are denied coverage in the individual insurance matier because of their health
conditions and/or predicted use of costly medical services. If they are not eligible for
public programs (e.g., their incomes may exceed the financial eligibility criteria),
they have very few options for obtaining care. As of December 2002, 30 states numn
high-risk health insurance pools.® These programs tend to be small and eligibility
varies by state. While some state high-risk pools have successfully provided health
coverage to high-risk people, many programs are baset by accessibility, adequacy,
and affordability problems.

The Uninsured

Despite the various private and public sources of health insurance, miltions of
Americans are without health coverage. In 2002, there were almost 44 million
people without health insurance coverage.™ For the vast majority of the uninsured,
it is becauge they canmot access coverage (e.g., their employer does not offer health
insurance as an employment benefit) or they cannot gfford it.

Uninsurance is characterized as a problem of the wnder-65 population, given the
near-universal coverage of seniors through Medicare, The nonelderly uninsured
population differs from the insured population on & number of key demographic
factors. One of the most striking characteristic of persong who lack coverage is that
a significant proportion are in low-incoms families. For instance, among =il
uninsured persons under age 63, over half were in poor or near poor families 1n
2002.% Moreover, among nonelderly perscns who aze poor, a full one-third lacked
health insurance coverage, corapared to less than one-fifth of the poor who received
coverage through the wotkplace

2 (...continued)
Marleat Face Cost and Coverage Trade-Offs.” Nov. 1956,

# States with high-risk pools: AL, AK, AR, CA, CO,CT,FL,IL, IN, IA, K8, K'Y, La, MD,
MH, MS, MO, MT, NE, NH, NM, ND, OK, OR, 5C, TX, UT, WA, Wi, and WY, Amap
of state high-rigk pools is available af [www. stateheal thfacts org].

2 For additional information about state migh-righ nools, see CRS Report RL31745, Health
Tusurance! Sue High-Risk Pools, by Julie Btone.

¥ 118, Census Buresn, Current Population Swrvey, 2003
% The poverty level for a family of four in 2001 was 4n annual incorne of 518,104,

¥ Ror additional information, see CRS Report $6.891 EPW, Health Insurance Coverage:
Characteristics of the Insured and Uninsured Populations in 2002, by Chris Peterson.,
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A. surprising characteristic of the uninsured is that over 80% are persons with
ties to the paid Isbor force, or dependents of such persons. Bven more stuprising is
faat over half of the upinsured wers workers with full-time, full-year status, or the
dependents of those workers. While such findings may be connter-intuitive, there are
multiple reasons why employed persons and their families may lack heglth coverage.
For exaraple, a worker may be offered heslth insnrance by his/her employer, but
declines it because he/she thinks it {s too expensive. An employee may work fora
stnall, firn which is less likely than a large firm to offer health insurance as a benefit.
A low-wage employee, even working full time, is less Jikely to be offered health
insurance at work and less likely to be able to afford it thag higher-wage workers in
the same firm. Fnally, a heaithy worker may be willing o take the risk of being
nminsered and choose not to purchese msurance. Idespife the dominmance of
employer-sponsored health insurance, the dynamics of work, insurance risk, and
financial resources intersect t0 impede the coverage of all workers and their families.

The problem of the nuinsured is a paramouwnt health care concem fo many
policymakers and legislators. One of the topics of ongoing debate is the overall
number of uninsured and the direction of ihe wunsurance rate. These 135ues have
generated some coniroversy over dueling analyses which show slightly differsnt{and
sometimes, moderately different) findings. But despite the forceful discussions
regarding trends In uninswance, the year-to-year ¢hanges in the uninsurance rate
aciually are swall, For example, fromn 1987 to 2002 (the last year of available data] )
the change in the azmual uninsurance rate urually was one-half of 1%, or less.™
Nonetheless, tens of millions of Americans were without coverage dumg that time
period. Such circumstances beg the guestions: why does pervasive mninsurance
persist (even during the robust scoucmy of the mid-1990s), and what are the
implications for legislation and public policies to expand health coverage?

How Are Health Benefits Delivered And Financed?

Given the complexity of the health care system overall, it is no swprise that
nealth benstits are delivered and financed through different arrangements. Those
arrapgements vary due 1o numerous factors such asr how bealth care is financed,
how much access to providers and services are controlled, and how much authority
the exrolles has to design her/his health plan. While delivery systems may shave
certain characteristics, general distinctions can be made basad on payment, access,
and other critical varisbles.

indemnity insurance

Under indemnity insurance, the insured persen decides when and from whom
to seek health services. Ifthe services the enroliee receives are covered under hissher
insurance, the envolles or the entolles™s provider files & claim with the insurer. Thus,
ingurers make payments refrospectively (ie., after the health services have baen
renderad), up to the maxfioum amounts specified for sach covered service. In this

% Data available st [http:/fwww census.gov/hhes/hlthins/historic/ndex. htmi).
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mods] of health care delivery, the financing of health services and the obtaining of
those gervices are kept separate.

This biforcated arranpement was unquestioned for s time. Butas medicai costs
began to rise, sometimes faster than other sectors of the national economy, many
ohservers criticized this delivery model 45 cootributing to increasing expenses.
Because providers were compensated on a fee-for-service basis, some argned that
providers were not given incentives to provide efficient health care. Tn fact, some
critics acensed health care practitioners and institutions of providing an over-
abundance of heaith care in order to generate greater revenue. By the early 1970s,
legisiators, analysts, and others expreased considerable interestin altetnative models,
such as managed care models, with cost control a3 a key feature.

Managed Care

While managedi care means different things to different people, several key
characteristios set it apart from traditional (indemmity) insarance. Oze of the main
Aifferences is that fhe service delivery and financing functions are integrated vunder
managed care. Managed care organizations (MCOs) employ vatious technigues to
contrel costs snd manage health service use praspectively. Among these techniques
arerestricting enrolles access to certain providers (“in-network™ providers); requiring
primary-care-physician approval for access to specialty care (“gatekeeping”);
coordinating care for persons with certain conditions (“disease management” or “case
management™); and requiring prior authorization for routine hospital inpatient care
(“pre~certification’™). MCOs may offer different types of health plaps that vary in the
degree to which cost and medical decision-making is controlizd. As a consequence,
enrollee cost-sharing alse varies. Generally, the more tightly reanaged a plan is, the
less the premium charged. Other distinguishing featurss of the managed care
approsch inchude an emphasic op praventive health care and implercentation of
quality 26aurance processes.

Managed care was fouted as the antidote to rapidly rising health care costs.
Starting with the passage of federal legislation in the 1970s which supported the
growth of managed care (specifically in the form of health mamtenance organtzations
(HMOs)), the number of MUOs grew quickly. Increased market competition among
these organizations led to decreases in premiums, in crder to gein market share. With
high medical inflation in the 1980s and early 1990s, enroilees flocked to these less-
costly managed care plans, By the mid-1990s, more insured workers were enrolled
in HMOs than any other health plan type, and bealth insmrance premiums had
stabitized.

But in the latter half of the 1990s, a “backlash” of sorfs against managed care
grew.”® Some enrollees had grown weary of provider and sepvice restrictions. Many
MCOs that had increased market share through antificialiy-low premiums began to

* Richard Kronick, “Waiting for Gedot: Wishey and Worrlss in Managed Care, * Journal
af Health Politics, Policy and Law, vol. 24, no. 5 (Oct. 1899), pp. 1055-1106.
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raise them in order 1o increass revemue.”” Consumers and others accused the
managed care industry of caring more about controlling costs than providing health
cars. Some providers resented the role managed care played in medical decision-
mwaking. Many enrollees began to leave HMOs. The industry responded by
developing insurance products that wese jess-tightly managed, but more costly.
Some traditional HMOs widened their provider networks and eliminated the
patekaeping fimction, while employers began to offer plan types that were less tightly
managed, such as preferred provider organizations (PPQOs). In fact, by the end of the
1990s, more people with work-based health coverage were enrolled in PPOs than in
BOs. Y

As the influence of mansged care waned and health care costs bagan to rise at
an increasing pace during the late 1990s, the impact op consumers began to be felt.
For example, in the emplovment setting, employers absorbed the extra costs at first
in order to recruit and retain workers during the booming economy of the mid to late
19902 But as the economy soured, employers began to pass these expenses along
to enrollees in the form of higher premiums and greater cost-sharing. ™

ConsumerDirected Health Plans

By the turp of the millennium, large increases in health costs again became
commonplace. With the belief by some observers that the age of managed care was
over, they bepan to scarch for altematives. Consumer-divected {er consumer-driven)
health plans have been offered a5 one such ophicn.

Consucner-driven health care refers to a broad speciom of approaches that give
incentives to consurers 1o control their use ofhealth services and/or ration their own
heslth benefits. In the workplace, ot one extreme enployers may choose to provide
an array ofinsurance preducts from which workers can choose, while at the other end
an employer could increase wages but not offer any bealth coverage allowing workers
to decide how to spend that extra meney to meet their health care nesds. Within
those two endpoints, consumer-directed plans vary in the degree to which consumers
are responsible for health care decision-making ™

Forexample, one type of health benafits option that is at the heart of discussions
about consumer-driven health care is the personal care account (PCA), Typically,

¥ Jon Gabel, et al., “Tob-Based Health Insurance in 2001 Inflation Hits Double Digits,
Managed Care Retreats,” Health Affairs, vol. 20, ne. § (Sept/Oct. 2001}, pp. 180-186.

¥ American Association of Health Plans, “Health Plans and Pmployer-Sponsored Plans,”
Oet. 1999,

2 Jon B. Christianson and Sally Trude, “Managing Coste, Managing Benefits: Employer
Dacisions in Local Health Care Markets,” Healih Services Research, pt. I, vel. 38, no. 1,
(Feb. 2003), pp. 257-373.

3 Yon Gabel, et al., “Job-Based Health Bepefits in 2002: Some Inportant Trends,” Health
Affairs, vol 21, no. § (Sept/Oct. 2002}, pp. 143-15],

¥ P, Fronstin, ed., Employee Benefit Research Institute, Consumers[riven Health Benefits:
A Continuing Evalution?, 2002,
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employers pair PCAs (also calied health reimbursement accounts (HRAs)) with a
high-deductible health plan. Employers designate 2 set amount of meney mthe PCA
for their employses to spead on heakth services. (For instance, under the recently
added PCA option in FEHBP, enrcllezs can use up to $1,000 if they have self-only
coverage, or $2,000 for those with family coverage.} Ifthe PCA funds are exhausted
and the deductible level has not been reached, the consumer is responsible for
covering that gap. Once the consumer’s apending reaches the deductible level, then
coverage from that high-deductible plan takes effect.

While consumer-driven health cére can take on many forms, the prernise
commaon 1o all of the approaches is that by making enrollees more responsible for
their own health cars, it ersates incentives for peopls to use services prudently. The
expectaticn is that greatsr cost-consciousness 0 the part of consumers will result in
Iower overatl health costs. In essence, the service and cost confrol functions
administered by MCOs and providers nwoder managed care shifts to enrollees under
the congumer-driven plan scenario.

Proponents of consumer-directed plans assert the merit in having people take
increased responsibility for their own health care use and expenses. They predict that
this approach will lead to better-informed consurners, more sppropriats use of health
services, and lower overall spending on health care. Opponeints express concern that
this approach dose not recognize the possible range of health conditions i an
enrolled popudation, They argne that these plans benefit the young and healthy who
use relatively few services, and, therefore, would not need to expend a great deal of
tirge and energy making these health care decisions. However, these plans impose
8 greater burden on individuals with moderate to severs health conditions because of
their oregter-than-zverage use of medical services,
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