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Guiding Principles for Health Reform

4 Security

All Maineresidents have comprehensive, quality coveragethat isassured;

4 Fairness
Contributions for coverage are based on ability to pay;

4 Equality
Coverageis provided on an equal basis regardless of age, job status, employer size,
geographic location, income, health status, or occupation;

4 Stability

Costs of care and administration are contained to make coverage and contributions
affordable and predictable for Maineindividuals, families and businessesfrom one
year to the next; and,

4 Choice

Coverage alows consumers to choose their participating provider.
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Introduction

Consumersfor Affordable Health CareisMaine' slargest consumer health codlition. 1ts104 members
include 50 labor, consumer and faith-based organi zations, small businesses, and health care provider
associations.

Consumersfor Affordable Health Care devel oped the “ Guiding Principlesfor Health Reform” to
providethe public and policymakerswith atool to evaluate any health insuranceor health carereform
proposal offered asasolution to Maine shealth system crisisand to guidethem in their choices.

Inanarticleentitled“1s ThereHope For The Uninsured?,” Princeton economist Uwe E. Reinhardt
Stated:

“ Although thedefinition of universa hedlthinsuranceliessomewhat intheeyesof thebehol der,
at aminimum the concept impliesthat no American should lack accessto health care because he
or shelackstheahility to pay for it when needed and that no American should suffer serious
financial distressor personal bankruptcy asaresult of unpaid medica bills.”*

CAHC membersagree with thisstatement and devel oped thefollowing five guiding principlesto
expressour valuesasMainersand Americans.

According to the American Heritage Dictionary of the

4 Security English Language, theword “ security” means* freedom
All Maineresidents should fromrisk or danger; safety.”* Hedlthinsurance coverageis
have comprehensive intended to protect health by enabling theinsured to obtain
Slitv coveragethat i,s needed servicesin atimely and appropriate manner. It also
frelipreny :g protectstheinsured from economic hardship if they get sick
assur

or injured or need preventive care by pooling risksacross
theyoung and old, and the healthy and sick.

Unfortunately, inredlity, health coveragein Maine, andinthe U.S,, isanything but secure. Who gets
coverage and what coverageisprovided areagamble. Of the 29 Organization for Economic
Cooperation and Devel opment (OECD) countries, admost al have 100% government assured
coverage.®> However, coveragein Maineandinthe U.S. usually depends on employment status,
income, and employer size. Maine' sannual per capitaincomein 2003 wasthelowest among New
England states at $28,935.4 Maine ranks 30" among all statesin per capitaincome.® Median annual
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household incomein Mainein 2003 was approximately $37,619.6 A comprehensive HM O plan with
reasonabl e cost-sharing inthe small group market for employee only coverage costs $5,634.24 and for
family coverage costs $16,902.72in 2005.” Premiumsare higher in the non-group market. For
example, for anindividua standardized major medical plan (Standard PlanA), with a$500 deductible,
Anthem chargesasinglerate of $8,067.24 per year and afamily rate of $21,378.24 per year.? Given
Maine'srelatively low per capitaand median household incomes, comprehensive health coverageis
unaffordablefor most individualsand familiesat theseincomelevels.

Being employed in alarge businessdoesn’t alwaysensure security, aseven thelargest employers cannot
guaranteecoverage. Therehasbeen anoveral declinein employer-provided coverageinMainein
recent years. Employer coverage dropped 5.4 percentage points, with 63,000 insured peoplelosing
coverage, over the course of the period 1999 - 2003.° In addition to the declinein overall employer-
based coverage, thereisan emerging trend that showsagrowing share of uninsured workersare
employed by largefirms. Thenumber of uninsured workersinlargefirmsrose sharply from 1987 to
2001, which heralded concerns about anew trend among businessesthat are morelikely to offer health
benefits.’ In Maine, 19 percent of the uninsured work for alarge business(i.e., an organization or
businesswith 50 or moreemployees).’* Changesin Maine sworkforce, such asthedeclinein
manufacturing jobs and the proportion of workersin largefirmswho are union members, arelikely to
account for thissignificant percentage of uninsured in Maine. 2 Asaproportion of Maine suninsured, a
smaller share (10%) work for smaller firms (11 —49 workers) than the share of thoseworking for large
firms(19%). Thisisimportant not only asaproportion, but also asanumber, since 41 percent of
Maine'spopul ation worksfor organi zations or businesseswith 50 or more employees.®

Thistrend of declining private coverage among workersinlargefirmsiscompounded by effortsby
some employersto placethe dependent children of their workersonto public programs, in particul ar,
the State Children’sHed th Insurance Program (SCHIP). The Center for Studying Health System
Changereported that “ One employer responseto rising premiumsidentified in HSC's 2002 —2003 site
visitswasthe promotion of the State Children’sHeal th I nsurance Program asan aternate source of
coveragefor low-incomeworkers' children.”** Thistrend wasrecently documented by the Chattanooga
TimesFree Presson January 20, 2005 inthe AP story “ Study showsthousands of Walmart employees
on TennCare.”®® It stated that: “ Walmart, with 9,617 employees|isted asreceiving benefitsfrom the

[ TennCare] program, said it offersahealth plan availableto full-timeworkersafter sx monthsand to
part-timeemployeesafter twoyears.” Eligibility standardsfor employer-based coveragelead to
fragmentation of theinsurance pool and financing system.

Inaddition, asemployers have been faced with rapidly rising health insurance premiums, benefitshave
been routinely taken away and costs have been shifted onto employeesand consumers. Increasing
employee cost sharing hasincluded passing alarger share of premiumstoworkersor increasing
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copayments, deductibles, and coinsurance.’® Onenational survey of employersfound that, among those
offering health insurance, one-third increased employees’ copaymentsor coinsurancein 2002, athird
(31%) increased their employees’ share of premiums, and aquarter (25%) raised deductibles. Onein
five (18%) eliminated benefits or imposed new

limitson benefits such asreductionsin the number of hospital dayscovered, physicianvisits, or
prescriptions.t” Nationally, employers are estimated to haveraised patient cost sharing to reduce
average health insurance premiums by 2-3 percent in 2002 and an additional 3 percent in 2003. ¥ One
study found that whileamost al employersincreased workers shareof tota costs, the proportion
shifted to employeesvaried substantial ly acrosscommunitiesand employers.’®

Shifting costs onto empl oyees can have serious negative consequences, especially for employeesthat
cannot afford the higher out-of -pocket expenses. Faced with these higher out-of-pocket costs, some
employeeswill chooseto cut back on both needed and discretionary care. If theseemployeesare
serioudy ill or arelow-income, they may face seriousfinancia and medical hardship.?’ These effects
have becomeevident in studies of bankruptciesdueto medical debt and inthedifficulty that familiesat
al incomelevelsarefaced with in paying their medical bills. A recent nationa study of theimpact of
cost-shifting found that aplan offering a$2,500 deductible with a30% coinsurancerate would consume
morethan 10% of household incomefor 47% of householdsliving at of bel ow 100% of thefedera
eligibility level, 34% of househol dsliving between 100—125% of thefederd digibility level, 23% of
househol ds between 125 —200%, 16% of househol ds between 200 —400%, and 6% of households at
or above 400% of federa eligibility levels? A nationa household tracking survey found that 11.4% of
familiesinwhich all family memberswereinsured faced problemsin paying their medica bills.?
Moreover, according to astudy recently published by Health Affairs, Harvard researchersfound that
46% of peoplewho declared bankruptcy in 2001 cited major medical incidents asthe cause of
bankruptcy. Inaddition, among thosewho declared medical reasonsfor their bankruptcy, 76% had
hedthinsurance at the onset of their illness.®

Ascostshaverisen, benefitshave been reduced especially those offered by small employersin Maine*
Maine providesagood exampleof how insurance carriers, including Heal th M aintenance Organi zations
(HMOs), haveled thedrivetoreduce* coverage’ asthe primary method of “ controlling” costs.
Contrary to the oft-touted objective of providing “comprehensive’” benefitsthat include primary and
preventive care, HMOsin Mainewere successful in advocating an amendment to Maine€ sHMOAcct
that defines* basic health care services’ in 1999% and Bureau of Insurance Rule 750. Theseand other
statutory and regul atory changes have contributed to the domination of “ high-deductible” plansinthe
non-group market and their rapid growth inthe small group market.

I nsurance carriers have moved non-group enrolleesinto high-deductibleindemnity plansby rate
increases. For example, Anthem discontinued the sale of itslow-deductible HM O productsin 2002
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and, thereby, moved dmost al of itsnon-group enrolleesfrom low-deductible HM O plansto high-
deductibleindemnity plans. Of its 16,000 non-group enrollees, representing 28,000 covered lives, over
15,500 were enrolled in $5,000, $10,000 or $15,000 deductible products.?® Moreover, after these
enrolleesmoved into high-deductible plansbased on lower premiums, thelower premiumsproved
short-lived.#

“Fairness’ meansfreefromfavoritismor bias; impartia; or
4 Fairness justtoal parties.® Given the purpose of hedthinsurance
Contributions for coverage and giventhemost effectiveway to achievethat purpose
(i.e., pooling the greatest number of peopleinto onerisk
should be based on pool), affordable health coverage should be availableto dll
ability to pay Maine people regardiessof their ability to pay. Health care
coverageintheU.S., andinMaine, isanything but fair.
Somehavecoverage.® Many don't.*® Despitethefact that
over 80 percent of theuninsuredin Maine have at |east onefamily member whoisworking onafull-
timebasis,* they arefinancialy locked out of coverage. Despitetheir willingnessto contribute
something toward their coverage, they are not permitted to do so. Premiums (and copays) areflat
rates—onesizefitsall regardlessof wage or sdlary rate—and, therefore, are disproportionateto their
incomes.

Moreover, some have good coverage.® Many haveinadequate coverage.*®* Many have no coverage
at al.* Thosewith no coverage often haveto rely onthelocal hospital emergency room.® They often
haveto enter repayment agreementswith providers—hospitals, doctorsand pharmacists. These
medical debtsoften forcethem into bankruptcy.*

Unfair: Contribution lock-out. Premiums and copays are flat rates that all enrollees must pay
regardiessof their financia ability. For example, asecretary workinginasmall law firm earning
$25,000 per year that offerscoveragefor only the employee hasto pay the same premium -
$11,268.48 per year premium for her or hisfamily’s dependent coverage® - asthe highest paid partner
earning $155,000 per year paysfor her or hisfamily coverage. Asaproportion of the secretary’sgross
income, /he contributes 45 percent to coverage, wheress, thelaw firm partner contributes 7 percent to
her/hiscoverage. Clearly, the secretary facesbeing locked out of coverage. Her/hisproportiond
contribution to coverageisalmost 7 timesthat of the highest paid lawyer inthefirm. The secretary will
not only have been prevented from payinginto thelarger pool of “ contributions’ for insurance coverage,
but al insuredsin thelarger insurance pool will havelost those additional dollarsto support their
coverage. Sincemostly young, healthy peopleare”locked out” of coverage becausetheir “ starting”
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wagesdo not alow them to pay the mandatory flat rate, theinsured pool islosing the opportunity for
attracting better “medical risks.” Asacorollary, thefinancing system hasprevented thoselargely
“unencumbered” * dollarsfrom entering theinsurancepool. That'snot only unfair —it'seconomicaly
foolish. Dirigo Hedlth, Maine suniversa accessto health coverage plan, enacted into law in June 2003,
attemptstoreversethe one-size-fits-all” approach for premiumsin traditional insurance by discounting
premiums based on householdincomeinits DirigoChoice product. DirigoChoice enablesdll
participantsto havethe same comprehensive benefits, contribute funding into theinsurance pool based
onthe household’sincome, avoid insurance premium “lock-out” and, hence, avoid financia ruin dueto
medical debt.

Unfair. Widely differing benefits. Inmost cases, good coverage® dependsonawell-
payingjob with alargeemployer. But even employer sizeisnot aguarantee of good coverage. Large
employerslike Hannaford Bros., Walmart, K-Mart, Dunkin’ Donuts, and McDonad'slimit or avoid
contribution toward coveragefor their mostly part-timeworkforces. AccordingtoanAssociated Press
articleappearing in the Chattanooga Times Free Press, “Wamart, with 9,617 employeeslisted as
receiving benefitsfrom the[ TennCare] program, said it offersahedth plan availableto full-timeworkers
after sx monthsand to part-time employeesafter two years.”*° Moreover, large” salf-insured” plans
arenot subj ect to state regul ation or mandated benefit requirements. These companiescan pick and
choose benefits covered by their health plans. For instance, last year, Wa mart dropped coverage of
“chiropractic benefits.” 4

Unlikelargeemployers, small employersand self-employed personsdon’ t have bargaining clout to
negotiatelower ratesor better benefits. Thesebusnessesareleft to fend for themselves. Benefitsin
smdll firmsaremoving toward higher-deductibles® (over $2500 per family*®) and increased cost-
sharing requirementsthat makethe accessibility of the benefit out-of-reach for many. Thisbenefit
disparity can result inincreased uncompensated care coststhat are shifted onto other payors. If eft
unchecked, cost-shifting will result inan endlessupward spiral that will leaveonly thewed thiest ableto
afford (and obtain) care. That'snot only unfair —it can bedeadly.* TheIngtitute of Medicinerecently
reported thelack of universal health coverageinthe U.S. resultsin the death of 18,000 people each
year annually in preventable disease and lost productivity.*

Benefit disparitiescan d so beasubstantial cost to Mainetaxpayers. For example, Governor Baldacci’s
budget estimated that if the state had amental health parity benefit in privateinsurance, it would savethe
MaineCare program about $11.7 millionin state dollarsover two years.*® Theseare state dollarsthat
arepaidfor adultsand children whose privateinsurance does not cover their full mental health needs.



“Equa” meanshaving the samerights, privileges, or satus,
4 Eq ual ity impartial . Health coverageintheU.S., andinMaine, is
Coverage should be anything but equitable. Age, job status, employer size,
i . geographiclocation, income, hedlth status, and occupation
provided on an equal DasIS | - ofien g gnificant determinantsinwhether anindividual or
regardless of age, job family hasheslth coverage.
status, employer size,
geographic location, Inequality based on age: In Maine, carriers in the
income, health status, or non-group and small group “ markets’* are permitted to vary
occupation their ratesby 50 percent from top (highest rate charged) to
bottom (lowest rate charged). Carriersinthese marketsare

permitted to use age, geographiclocation and industry/
occupation to vary rateswithin therate bands.* Carrierscan vary their rateson an unlimited basis
outsideof the bandsfor thefollowing factors: family size, wellness program participation, smoking status
and group size.* In other words, an older insured person (55— 64 years) will pay aratethat is50%
higher thantherate paid by ayounger insured person (under age 45 years). For example, onamonthly
basis, a43-year-old person may berequired to pay $300 while a56-year-old person may berequired
to pay $450. Moreover, someone 65 years of age or older can be madeto pay ratesthat are much
higher because Mainelaw allowsa* separate community rate” for them. Also, whereasmost large
employersused to provide health coverageto their retirees, that isnolonger the case. Most employers
dump the costsof health coveragefor retirees onto thefederal Medicare program oncetheretiree
reachesage 65.

Itisimportant to note that according to a2002 household survey, nearly al of Maine' ssenior citizens
(age65+) have sometype of healthiinsurance coverage, including “ near universal Medicare coverage.”
However, nearly one-fourth of Maine selderly residents do not have any type of Medicare
supplemental coverage and, asaresult, may face high out-of-pocket costsfor their health care.s
Equally concerningisthefact that although elderly Maineresidentsarelikely to have much greater needs
for prescription drugsand dental carethan younger adults, they arelesslikely to have coveragefor
dental careor prescription medications. Lessthan one-fifth of Maine’ s seniorshaveinsurance coverage
that paysfor dental care, compared to over half of other Maine adults.®

Inequality based on job status: Great Northern Paper’s bankruptcy lends an unfortunate but
accurate exampleof theinequdity in our health coverage system. When GNP workerslost their jobs,
they asolost their health coverage. That lossof health coverage extended beyond the 1200 active
workers.®® GNP s700retireesalsolost their health coverage.®



Asapercent of Maineresidents (age 18— 65) who were uninsured during 2002, almost half (48.2%)
wereeither self-employed or employed by afirm, and 23.2% were between jobs.> Fourteen percent
(14%) of Maineworkers (age 18 —64) who were uninsured during 2002 were employed on afull-time
basisand twenty-six percent were employed on apart-timebasis.® Asapercent of Maineworkers
(age 18 —65) who were uninsured during 2002 by job type, 16.6% worked permanent jobsand
45.9% worked temporary or seasonal jobs.%’

Our hedlth coverage*” system” ispunitiveto job seekerswho themsel ves have amedical condition or
haveafamily member with ahealth condition. If ajob seeker haslost their coveragefor morethan 90
days, their “pre-existing medical conditions’ can be denied coverage by their succeeding employer’s
insurancecarrier for one-year.%®

Inequality based on employer size: Many are not fortunate to work for a large employer
that providescoverage. Many work for small businessesor are self-employed. Small businessesare
much lesslikely to provide coveragethan large businesses.® When small employersdo offer coverage
it often involveshigher cost-sharing with the employees.® Workers earning lessthan $10 per hour are
unlikely to“take-up” coveragewhere offered but not paid for by the employer.®*

Inequality based on income: The American private health insurance system of coverage favors
thosewho can afford it (and the healthy who do not use or rely ontheir coverage). Premiumsand cost-
sharing arenot adjusted toincomelevel. Inother words, inour “one-size-fits-all” financing system,
those who would liketo contribute something toward their coverage arenot allowed to do so. Ineffect,
low- and moderate-wage earnersare | ocked out of coverage s mply becausethey cannot pay thefull
rate. Infact, three-fourths of the uninsured in Mainewho have declined empl oyer-sponsored coverage
for health insurance (through their own or family members workplace) indicated that the expense of the
coveragewasthe primary factor for the decision.®? However, dueto recent expansionsoffering higher
ratesof public coverage, primarily under MaineCare, Maneresidentswho livein poverty (i.e., those
withfamily incomesat or below 100% of thefederal digibility level —an annual incomeof $9,570for an
individua and annual income of $12,830 for acouplewithout children) arelesslikely to beuninsured
than thosewho are sometimesreferred to asthe near poor,” meaning they havefamily incomes
between 100% and 199% of thefederal poverty level. The State Children’sHealth Insurance
Program (SCHIP) and modest expansions of MaineCarefor parentsof children have hel ped to keep
familiesinsured. MaineCare coverschildrenin householdswithincomesat or below 200% of the
federd digibility levels. In 2005, asaresult of theimplementation of the Dirigo Health program,
MaineCare coverage will be expanded to 200% for the parents of children.®* In Maine, individualswith
family income between one and two timesthefederal poverty level make up amost athird of the
uninsured, even though they represent only 17 percent of Maine spopulation.® Thistrendissimilarin
most states acrossthe nation.



In addition, while higher incomeindividuasare morelikely to beinsured dueto agreater likelihood of
having accessto job-based coverage and agreater ability to afford coverage, aMay 2003 \Wall Sreet
Journal article demonstrates how executives are often protected from employer cost-shifting.
Accordingtothearticle, executivesat about oneineight U.S. employersreceivereimbursement for out-
of-pocket medical expensesnot covered by insurance plans, “in some caseseven astheir companies
arecutting back on basic medical coverage.”

Inequality based on condition: In Maine, asin most states in the U.S., private insurance
companiesare permitted to deny coveragefor “ medical conditions’ to anyonewho has been without
coveragefor 90 daysor more. InMaine, if someonelosestheir coverage, usualy astheresult of losing
thelr job, the costs of servicesrelated to thetreatment of a“prior” medical condition can bedenied
coveragefor up to one-year.%’

“Stability” meansresistant to change; being reliableor
4 Stability dependable 8 Asmentioned previously, hedlthinsuranceis
Costs of care and meant to keep someone safe from harm when he/she gets
setrie e iene relElE sick or injured. Thus, hedlth insurance should be* stable.”

. Yet, hedth coverageintheU.S,, andin Maine, isanything
contained to make coverage but stable. Oneyear you can affordit, the next year you

and contributions can’'t. Oneemployer contributestoward an employee's
affordable and predictable coverage, another does't. Insurersoften usepricing
for Maineindividuals, patternsthat forceinsured consumerswith low deductibles
families and businesses into productswith high deductibles. All of thesefactors

from one year to the next make coverage anything but stable.

Theroot of all of theseissuesisthehigh cost of health care
inMaineand nationaly. High costsof health care contribute
to high costsof health insurance premiums. A growing number of employers, families, andindividualsare
struggling to afford these costs. Hospital spending congtitutesthe singlelargest category of hedth
spending nationally, asit doesin Maine. Between 1996 and 2002, the cost of afamily policy for Maine
bus nesses and empl oyeesincreased by 77%, while median householdincomeincreased by only 6%;
increasesfor small busi nesses have been even stegper.®® Heal th care spending, as apercentage of
persona income, ranks Maine 6™ highest inthe nation.” Nationally, the U.S. Bureau of Labor Statistics
has reported that empl oyee benefits spending by private sector employersrose 24% over the past four
years, primarily because of escalating healthinsurance premiums, whilewagesincreased only 15%.™



Hospital spending-accountsfor approximately 37 percent of total health spendinginMaine.”? Total
hospita revenuesin Mainewill reach amost $2.7 billionin 2005.” In 2002, Maine hospitals median
cost per adjusted hospital inpatient dischargewasthe 6" highest of 39 reporting statesinthe nation.™
Maine'smedian cost of $6,917 per discharge was 19% higher than the national average and 45%
higher than the northeast region’saverage of $4,759.” In avoluntary survey of commercia insurance
carriersin Maine, Massachusetts, and New Hampshire conducted by Milliman Consultantsand
Actuariesfor theMaineAssociation of Health Plans, participating insurersreported paying 31% more
per hospital stay in Mainethan they doin Massachusettsand New Hampshire.” That meansfor every
$1.00 that the participating insurers pay for ahospital visitin Massachusettsor New Hampshire, they
pay $1.31linMaine.”” Thesehigher costsimpact our economy.

Based on thefindings of areport™ prepared by Dr. Nancy M. Kane, Harvard School of Public Health,
who reviewed theaudited financia statementsof 36 hospitas, the Commissionto Study Maine's
Hospitals February 5, 2005 report to the Maine Legidature found that “ The profit margins of two-
thirdsof Maine' shospital swere significantly higher than the national and northeast region mediansfor
hospitalsinfiveout of thesix yearsfrom 1997 to 2002.” ° (Emphasisadded) Thesehigh profit margins,
which are higher than those of other hospitalsinthe U.S. and the northeast region, haveamgjor fiscal
impact on Maine' sconsumersand businesses. For example, the Commission reported that if therehad
beena3% limit on profit marginsin 2003, 13 Maine hospitalswould have exceeded that limit. If those
13 hospitalshad met such alimit, consumersand businesseswould have saved an additional $16 million
in 2003 and those hospital swould have remained financialy healthy.®

The Commissionto Study Maine' sHospitalsfound that Maine' shospitals administrative costsoffer an
areafor largeimprovement.® Medicare Cost Reportsreport administrative costsin Maine hospitalsat
about 16 —17% of costs.®? Spending on hospital careisoften used asa*“proxy” for hospital costs. In
2005, hospital spendingin Maineisprojected to reach $2.7 billion. Applying therate of administrative
costsfrom the Medicare Cost Reportsresultsin about $459 million that can be attributed to
adminigrativefunctionsin 2005.

Thereareother aspectsof our fragmented healthinsurance system that result inlessstability for health
care consumers, for businessesand for Maine providers. For example, inthemid-1990s, large nationa
and regiond health insurance companies sought to gain market sharein Maine. These companies
engaged in“deep-discount” pricing patternsthat were supported by their accessto capital marketsand
largereserves. These pricing discountsde-stablized Maine' shealth coverage system for tens of
thousands of insuredsand drove Maine sonly non-profit insurer to the brink of insolvency.® Those
pricing strategieswere short-lived.® Two of theleadersin thispricing strategy, TuftsHealth Plansand
Harvard-Pilgrim, undercut prices so deeply that they couldn’t bear therisk. TuftsHeath Plansof Maine
wasdissolved and Harvard-Pilgrim Health Plans of Mainewent into receivershipin 1999. Tensof
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thousands of Mainersinsured by these corporate giantslost their premium paymentsand coverage.®
Themost significant result of these pricing patternswasthelossof Maine' snon-profit Blue Crossplan
that converted to for-profit statusin May 2000.8”  Shortly after the conversion, Anthem representatives
appeared beforethe Banking and | nsurance Committeeto push alegidative agendato “loosen
community rating bands,” “ sl flexible planswith high deductibles,” “lengthenthe pre-existing condition
exclusionary periods,” and* providetax breaks’ for individua sand othersto purchase hedlth
coverage.®

Most importantly, our fragmented health coverage system promotes cost-shifting® by purchasersand
payorsand risk-avoidance® by payors. Cost-shifting and risk-avoidance makeit impossibleto control
health care costsin any meaningful way. Large employersoften changeinsured statusbetween
operating a“ self-funded”®* plan and purchasing afully insured plan.®

“Choice’” meanshaving the ability to choosefromavariety
4 Choice or number of options.® Often, people have different needs
Coverage should allow whenthey aresick and respond to different typesof care.
. Thus, people should havetheability to choosethe provider
ConSlJm(_:,rs t.o choosg ther that best meetstheir needs. The concept of “choice’ in
participating provider health coverageintheU.S,, andinMaine, isoften amatter
of thetype of plan one'semployer choosesfor her/his
workers. If theemployer chooses certain HMO plans, the
employees “choice” of provider can bedrastically restricted. 1f an employer choosesaPPO (preferred
provider organization) or a POS (point-of-service) plan, theissue of choice may depend onthe
employee’sahility to pay higher chargesto obtain“out of-network” servicesthat are subject to higher
cost-sharing requirements.

Choiceisoften amatter relegated to thosewho can afford it. Most privately insured Mainersare
restricted to choosing from providerswithwhomtheinsurer hasacontract. Thisrestriction wasthe
halmark of Health Maintenance Organi zations. HM Os, by design, promised thosewho enrolled—or
whose employer enrolled them—Ilower costsand comprehensive coverageincluding primary and
preventivecarefor “trading off” the enrollee's" free choice of provider.” Needlessto say the promise of
lower costsand comprehensive coverage proved elusive at best but loss of “ choice” becamearedlity.
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