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Problems for Small Employers

Afferdability

Administrative: barrers
» Lack off administrative economies ofi scale

Other laber market featires
s Lower wade workforce

s More employee turnever

s Competition| for workforce




What's behind! the afforaability
ISsue?

IHigh' cost offmedical care

Inefficiencies associated with' small groups
s Smaller greup for spreading risk

s ECOonomies ofi scale

s Lack off bargaining powWer

Mandated benefits

Other costs) associated! with state
riegulation




Solutions in the 109" Congress

S. 1955, The Healthr Insurance
Marketplace Moedernization and
Afferdability Act of 2006

S. 2510, Small' Empleyers Health Benefits
Programi Act of 2006

HL.RS 525, Small"Business Health Fairness
Act off 2005




Generall approaches of the bills

S. 1955 —

s Previsions; to pool risk (Title I)

a Regulatory refiorm to improve afiferdability: (itlies Il &
I11)

H.R. 525
s Provisions) to pooll risk

S. 2510

s Proyisions torpool risk
s Subsidies to' improve affordability




Pooling| Risk

All three bills create’ new: mechanisms; for

POOIING| ISk

x S. 1955 — SBHPs (Association: s
s H.R. 525/ — AHPs (Association s
S, 2510 - SBHBPs (FEHBP i

DONSored)
DONSOrEd)

Ke)

S. 1955 takes on regulatory: refiorm: head

on. (Others indirectly doise)

Whatiyeu do and don't want terdo...




Features In Common Between
SBHPs (S. 1955) and AHPsS
(H.R. 525)

Provide for alternative and potentially;
larger groups
Sponsered by Bonal fide; asseciations and

franchise Networks
Must be certified by the Secretary’ off DOL

Ease regulatory: burden: over these
operatinglin multiple; states

s Some, or alli state laws are pre-empted




Differences between SBHPs and
AHPs

SBIHPs must be insured

State authority ever plans
s retained in part in'S. 1955

s All' state authoerity: preempted in H.R. 525

Wiere state authority: pre-empted

m S, 1955 establishes federall standards for’ benefits and
rating

s HLR. 525 establishes federal standards for solvency
Level playing; field




Regulatery: Authoerities over SBHPS

Federall certification off plans

Federalloversight over rating o premiums
andl BERETits ofifered

State eversight over licensing ofi Carriers

States retain oversight ever SBHPSIIn
ether applicable areas —

s 7patient protections?




Poeoling under Durbin: Bill

FEHBP like program
Federalladministrater negotiates With

plans

dCroSS nation

Eor firms sizes 1 to 100

Incluc
CoOntr

es subsidies for employers Who
pute 60%, and more off premium

Incluc

es reinsurance fiumnd te pay: up: te

80% of claims exceeding $50,000:.




S. 1955: Regulatory Reforms

Titles I1rand [11'— establish federal rating
riequirements, Benefits standards, and
other “harmonized™ iInsurance standards

States canl adopt these standards, BUt If
they den't, then...

InsUrance carkiers camn choose toradopt
them and state;1aws are; preempted




S. 1955: Federal standards

Rating — based on NAIC moedel act off 1995

Benefits

s Plans can offer plan without one or alli state
mandates; as long as they...

s Offer a second plan that reflects the covered
SErVICes, providers, and benefitsi covered
Under a state employee plan iniene off 5Srmost
populeus states.




S. 1955: Federal Standards

Health Insurance Consensus Standards
Board

= Form and rate filing

= market conduct review,

= prompt payment of claims,

= Internal review of disputed claims.




