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RECOMMENDATIONS

IN BRIEF:

= Build upon the foun-
dations of programs
and policies adopted
in recent years;

= Expand Medicaid
eligibility for parents
up to the federal pov-
erty level;

= Monitor the impact of
cost-sharing require-
ments and benefit
limits on participants
in the Insure Okla-
homa program;

= Balance the goals of
expanding coverage
and covering a full
range of medically
necessary services;

= Strengthen the high-
risk insurance pool;

= Study options for
strengthening con-
sumer protections in
the individual and
small group insur-
ance markets.
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EXPANDING ACCESS TO AFFORDABLE HEALTH INSURANCE:

RECOMMENDATIONS TO THE OKLAHOMA HEALTH CARE TASK FORCE

The availability and cost of
health insurance rank among
the most worrisome
facing Oklahoma families and
among the most pressing chal-
lenges confronting Oklahoma
policymakers. The most recent
U.S. Census Bureau survey
revealed that over one out of
every five non-elderly Oklaho-
mans (21.0 percent) is without
health insurance (Figure 1).1
Over recent years, there has
been a steady erosion of em-
ployer-based health insurance
coverage in Oklahoma, a de-
cline which has not been fully
offset by an expansion of pub-
lic health insurance for chil-
dren and some adults.?2 Mean-
while, those with health insur-
ance are facing steeply rising
costs. A new study from Fami-
lies USA finds that between

issues

2000 and 2007, the aver-
age family premium paid by
an employee with employer-
based coverage rose
$4,301, or 62 percent, in
Oklahoma. During this same
period, the median earnings
of Oklahoma’s workers grew
by just $3,919, or 18.8 per-
cent.3

The Oklahoma Health
Care Reform Task Force,
appointed by House Speaker
Chris Benge and co-chaired
by Representatives Kris
Steele and Doug Cox, pro-
vides a promising opportu-
nity to develop policy ideas
that can help provide more
Oklahomans access to af-
fordable health
coverage. Oklahoma Policy
Institute, which has partici-
pated as a member of the

insurance

Task Force's advisory
committee, believes that
the following recommen-
dations should serve as a
basis for the Task Force’s
report and subsequent

legislative initiatives.

Recommendation #1

In pursuing options for
expanding access to qual-
ity, affordable health in-
surance coverage, Okla-
homa should build upon
the foundations of our
current health care sys-
tem and upon programs
and policies adopted in
recent years.

DiscussIoN
In recent years, the
Oklahoma Legislature has
enacted a series of bal-
anced and incremental
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Figure 1: Oklahoma Uninsured Rate, 1999-2000 to 2006-2007
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policies aimed at expanding health
insurance coverage. These efforts
should be continued and strength-
ened.

One cornerstone of the state's
efforts has been the Insure Oklahoma
program, which provides a public sub-
sidy for low-income employees and
their spouses to purchase employer-
sponsored insurance when that is of-
fered, or to buy-in directly to a public
product when employer-sponsored
coverage is not available.

The Insure Oklahoma program is
based on several principles that make
it a solid foundation for ongoing efforts
to expand health insurance coverage
in Oklahoma:

® |t builds upon and strengthens the
existing system of employer-based
group coverage, which continues to
serve as the primary source of health
insurance for Oklahomans. As such,
the program represents a strong pri-
vate-public parthership approach to
addressing the problem of the unin-
sured;

e |t targets a population most likely
to be without health insurance, namely
low-income working adults who are
employed by small and medium-sized
businesses or who are self-employed
or unemployed;

® |t provides substantial subsidies
to assist with the purchase of insur-
ance, while requiring program partici-
pants to share in the cost of care
through premiums and co-payments.

To date, some 15,000 individuals
are enrolled in Insure Oklahoma -
10,401 through employer-sponsored
insurance and 4,467 through the Indi-

vidual Plan (Figure 2).4 Enrollment
has increased steadily over the past
year but still remains well below the
target of 40,000 participants for
whom earmarked funding is avail-
able. The Legislature took positive
action in 2007 to strengthen Insure
Oklahoma by expanding eligibility in
the program for businesses with up
to 250 employees, compared to the
current 50, and to employees with
income up to 250 percent of poverty,
compared to 200 percent currently.
The Legislature also approved eligi-
bility for children between 185 per-
cent and 300 percent of poverty in
Insure Oklahoma. Unfortunately, the
state plan amendment needed to
implement these changes continues
to await federal approval.

A second cornerstone of the
state’s health care system is the
Medicaid program. A total of
606,078 Oklahomans, including
393,742 children, 39,497 working-
age adults, and 136,878 aged, blind
and disabled, are covered by Medi-
caid.> Research has consistently
found the Medicaid program to be a
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cost-effective form of health
insurance and a program that
provides substantial economic
benefit to the state, due in
large part to the availability of
federal matching funds.6 The
last major expansion of Medi-
caid in Oklahoma occurred in
1997, when eligibility for chil-
dren and pregnant women was
raised to 185 percent of the
poverty level. Since then, there
have been narrow expansions
to cover individuals in need of
targeted services, such as
family planning and breast and
cervical cancer.

We Dbelieve that policy
changes that would involve a
fundamental redesign of the
state’s health care system
would be ill-advised, especially
given current
about the direction of health
care reform at the federal level
that could greatly impact the
policy environment facing the
states. While there are defi-
nitely ways to strengthen the

uncertainty

Fig. 2: Enrollment in Insure Oklahoma Program, Jan 2006 - Sept 2008
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current system, building off the
existing foundations of Insure
Oklahoma and Medicaid seems
the most promising and sensible
way to move forward.

Recommendation #2

The Legislature should expand
Medicaid eligibility for categorically
-eligible adults (parents of depend-
ent children) up to 100 percent of
the federal poverty level. Childless
adults and parents between 100
percent and 250 percent of pov-
erty would be eligible for coverage
through Insure Oklahoma.

DISCUSSION

Adults living in poverty are one
of the largest segments of Okla-
homa’s uninsured population. The
Oklahoma Health Care Authority
estimates that there were
166,764 uninsured adults below
the poverty level in 2006
($20,000 for a family of four).6
This group represents almost one-
third (31 percent) of all uninsured
adults and one-quarter (25.8 per-
cent) of the entire uninsured popu-
lation in Oklahoma.” According to
the Kaiser Family Foundation, 55
percent of poor adults were with-
out health insurance in Oklahoma
in 2006-2007, the fifth highest
rate in the nation.8

Until recently, most adult Okla-
homans living in poverty were ineli-
gible for any public health insur-
ance programs unless they were
pregnant, elderly or had a disabil-
ity. Medicaid in Oklahoma covers
only parents of dependent children
up to 50 percent of the federal
poverty level ($711 per month in
2008 for a family of three).? Par-

ents of children with income above
50% percent of poverty, as well as
childless adults, were ineligible for
coverage. Since poverty and poor
health are intertwined and mutu-
ally reinforcing, it is precisely those
low-income working adults, who
may have their employment and
earnings limited by poor health,
who often have the greatest need
for health insurance.

With implementation of Insure
Oklahoma, adults below the pov-
erty level became eligible for sub-
sidized coverage either by buying
into their employer-sponsored in-
surance or buying into the state’s
Individual Plan. However, partici-
pation in Insure Oklahoma re-
quires the enrollee to contribute
15 percent of the plan’s premium,
up to 3 percent of family income
(4 percent for Individual Plan) and
to assume other cost-sharing obli-
gations up to a maximum of 5 per-
cent of family income.

A substantial literature has
shown that for very low-income
individuals, even a modest level of
cost-sharing can serve as an insur-
mountable barrier to enroliment in
coverage.10 A family of four earn-
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ing, say, 75 percent of poverty, is
trying to make ends meet off of
$1,325 per month. Their monthly
premium would be $40 per month
for employer-sponsored coverage
or $53 per month in the Individual
Plan. This amount may simply be
unaffordable for a family struggling
with the cost of rent, utilities, gas,
clothing, car payments, etc. and
likely trying to cope with mounting
unpaid debts.

The evidence appears to con-
firm that Insure Oklahoma is failing
to serve adults below the poverty
level. OHCA data shows that just
under one-quarter (24 percent) of
participants in Insure Oklahoma
have incomes that fall below the
poverty level, despite the fact that
there are more uninsured adults
below 100 percent of the Federal
Poverty Level (FPL) than there are
between 100 percent and 200
percent FPL (Figure 3). The aver-
age income for participants in the
program is just over 130 percent
of FPL, considerably higher than
the average income of the eligible-
population.11

Affordability is likely a major
explanation for the low participa-

Figure 3
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tion rate of below-poverty adults in
Insure Oklahoma. Affordability may
also be contributing to apparently
high rates of turn-over, or churn-
ing, in the program. According to
OHCA data, nearly one-quarter of
those who had enrolled in the Indi-
vidual Program since March 2007
were no longer enrolled as of Octo-
ber 2008.12 This may be a result
of low-income employees being
unable to keep up with monthly
premiums.

There are several ways Okla-
homa could do a better job of ex-
tending coverage to the lowest-
income adults. For example:

e Expand Medicaid eligibility for
parents of dependent children to
the federal poverty level. Existing
Medicaid law allows states to exer-
cise this option with only a state
plan amendment. This approach
has been endorsed by OHCA;

® Waive cost-sharing entirely for
families below the poverty level in
Insure Oklahoma; or

® |mplement a sliding-scale cost
-sharing schedule for Insure Okla-
homa in which contributions from
individuals below the poverty level
could be limited to, say, 2 percent
of family income rather than 5
percent.

Expanding Medicaid eligibility
to adults below the poverty level
would also ensure that these indi-
viduals, who frequently have
chronic and complicated health
issues, would be eligible for the
comprehensive scope of benefits
covered by Medicaid.

BETTER INFORMATION, BETTER POLICY

Recommendation #3

The Oklahoma Health Care Author-
ity should study and monitor the
impact of cost-sharing require-
ments and benefit restrictions on
participants in the Insure Okla-
homa program. In particular, OHCA
should study total out-of-pocket
health care expenses among par-
ticipants (including uncovered
benefits), and monitor the number
and situation of participants reach-|
ing the cap in reimbursable ex-
penses to help determine if modifi-
cations should be made to cover-
age and cost-sharing provisions in
the program.

DiscussION

Participants in Insure Okla-
homa are required to contribute a
portion of their health care costs in
the form of monthly premiums and
co-payments, subject to a cap of 5
percent of a family’s gross house-
hold income. Under the state’s
current waiver, out-of-pocket ex-
penses exceeding 5 percent of
gross household income are reim-
bursed by the State up to a maxi-
mum of $900 per year. Medical
services that are not covered by a
participant’s employer-sponsored
insurance or the Individual Plan, or
that exceed benefit caps, do not
count towards the 5 percent cap
but are rather the patient's full
financial responsibility.

The $900 annual cap on reim-
bursable out-of-pocket medical
expenses should be carefully moni-
tored by OHCA. Individuals who
have chronic health conditions or
who experience a serious illness or

Page 4

injury may easily hit or exceed the
$900 reimbursement limit in a
given year. This may be especially
true for participants in employer-
sponsored insurance plans, which
may include annual deductibles up
to $1,000 and co-insurance obli-
gations, along with co-payments.
The reimbursement cap on out-of-
pocket expenses could place great
financial strains on low-income
families that have already contrib-
uted 5 percent of their household
income towards cost-sharing, lead-
ing them either to avoid necessary
care or to withdraw from the pro-
gram. The collection and review of
data on the extent to which reim-
bursement limits are being hit or
exceeded would allow for a rea-
soned debate on whether the limit
should be maintained, modified or
abolished.

OHCA should also undertake
an analysis of participants in the
Individual Plan to assess the im-
pact of benefit caps and uncov-
ered services. IP does not cover
some important health care ser-
vices, including physical, speech
and occupational therapy, allergy
testing and treatment, dental ser-
vices and emergency transporta-
tion. These services can become
very expensive for individuals with
chronic health issues or emer-
gency needs. Benefit limits in the
IP include four physician service
visits per month and six prescrip-
tion drugs per month. Services
beyond those limits, even when
medically necessary, are not cov-
ered and the cost for such ser-
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vices do not count towards the 5
percent cost-sharing cap, which
means they are the patient’s full
financial responsibility. These ex-
clusions may serve to deter partici-
pants from seeking timely and
appropriate care, and may ulti-
mately drive up costs when treat-
ment is delayed. A process
whereby service utilization above
certain levels triggers a review and
possible further action may be
more equitable and cost-effective
than blanket benefit limits.

Recommendation #4

Oklahoma should balance the goal
of expanding coverage with the
goal of promoting insurance that
covers a full range of medically
necessary services.

Discussion

Efforts to expand health insur-
ance coverage involve at least
some trade-off between the num-
ber of persons provided coverage
and the comprehensiveness of the
coverage that is made available.
Some have argued that the best
way to expand health insurance
coverage is to relax coverage stan-
dards and offer more choices for
minimal or bare-bones coverage
options. This is seen as especially
attractive to the young and
healthy, who currently may only be
offered more benefits than they
want at a cost they cannot afford
or choose not to pay. Rather than
provide some people a Cadillac
while others are left taking the
bus, the argument goes, allow
folks the choice of a Kia or Dodge.

There are two problems, how-
ever, with this approach. The first
is that in the health insurance mar-
ket, the choice of some for a low-
cost product will invariably raise
the price for those obliged to seek
more comprehensive coverage. By
pulling healthier consumers into a
low-cost, low-benefit market, the
cost of insurance for those with a
certainty or likelihood of greater
health care needs - which in-
cludes most older people, people
with disabilities, and women of
childbearing age - quickly will be-
come prohibitively expensive. This
could price more of the high-cost
population out of coverage. We
could end up in a situation where,
while we have no fewer uninsured,
the uninsured we do have are
more in need of care. Alternately,
we could end up with less compre-
hensive coverage for everyone,
leaving those with chronic medical
conditions underinsured.

The second problem is that
individuals opting for the low-cost,
low-benefit alternative may be left
unprepared for their actual health
care needs in the case of illness or
injury. Not only might this popula-
tion be left without coverage for
the medical bills they have unex-
pectedly incurred, they are also
unlikely to be able to purchase the
coverage they need going forward.
Unlike car owners, who are free to
trade in their Kias for Cadillacs as
their circumstances change, pre-
existing condition exclusions
strongly limit consumers’ ability to
get the insurance they need when
they need it.
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There is certainly room for a
healthy discussion about the ap-
propriate scope of coverage that
must be included as part of health
insurance products offered in
Oklahoma, and value in looking for
ways to enhance choice and flexi-
bility as part of an expansion of
coverage. However, we must be
extremely careful to avoid appar-
ent solutions that will ultimately
shift more of the cost and more of
the risk onto those Oklahomans
with the greatest health care
needs.

Recommendation #5

The Legislature should strengthen
and improve the high-risk pool as
a source of affordable, quality cov-
erage for Oklahomans who cannot
buy an affordable policy that
meets their health care needs in
the current non-group (individual)
private market.

DISCUSSION

Oklahoma is among 31 states
that have created a high-risk pool
to serve as a “safety valve” to
guarantee that anyone can pur-
chase health insurance, regard-
less of their health status. How-
ever, Oklahoma’s high-risk pool,
which covers a mere 2,400 peo-
ple, does not seem to be fulfilling
the aim of effectively serving indi-
viduals whose pre-existing health
conditions price them out of the
regular commercial market. The
limitations of Oklahoma’s program
include:

® Premiums can be up to 50
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percent more than those charged to
other people in the private market.
The 2006 monthly premium for a 50
-year old woman for a plan with a
$500 deductible was $1,123, or
$457 per month for a plan with a
$7,500 deductible;

® No subsidy for low- or moderate-
income individuals;

® A one-year waiting period for
coverage of pre-existing conditions;

e A $500,000
maximum. Only two other states—
Mississippi and Louisiana—have life-
time benefit maximums that are as
low. No state is lower, many states’
limits are at least $1 million, and
several states have no lifetime maxi-

lifetime benefit

mum.13

Families USA has proposed a
number of recommendations aimed
at expanding access to the high-risk
pool. These include lowering pre-
mium caps to no more than 125 per
cent of average premiums for com-
parable policies in the individual
market; shortening the waiting pe-
riod for pre-existing conditions; pro-
viding premium subsidies to low-
income applicants, and increasing
the lifetime benefit limit.24 Tom
Daxon’s O-CHIP proposal for the
Oklahoma Council of Public Affairs,
which favors steering high-cost indi-
viduals to a high-cost pool, would put
strict limits on the premiums that
individuals could be charged and
prohibit the cancellation of policies
so long as premiums are paid.1®

A major challenge to strengthen-
ing the high risk pool is to find fund-
ing mechanisms that will allow for
adequate coverage at reasonable

BETTER INFORMATION, BETTER POLICY

rates. O-CHIP proposes that the state
issue bonds to subsidize the costs of
individuals in the high-cost pool.16
Other funding mechanisms, involving
contributions of insurers, health care
providers and government, should also
be considered.

Recommendation #6

The Insurance Commissioner should
undertake a study of reasonable con-
sumer protections in the individual and
small group market to identify options
for making private coverage more ac-
cessible and more affordable for Okla-
homa consumers. This study should
explore issues including the possibility
of community rating in the individual
market; rate review mechanisms; medi-
cal loss ratio standards; limits to how
pre-existing conditions are defined and
what kinds of elimination riders, exclu-
sions, and denials are allowed; and
limits on revocation of policies.

DISCUSSION

Strengthening consumer protec-
tions in the individual health insurance
market can expand coverage by mak-
ing affordable health insurance acces-
sible to individuals who may currently
be priced out of the market. A recent
report by Families USA entitled Failing
Grades: State Consumer Protections in
the Individual Health Insurance Market
found Oklahoma to be among the
states with the weakest set of regula-
tory standards to assist individuals pur-
chase and maintain affordable individ-
ual coverage.1” Among the obstacles to
coverage under existing law in Okla-
homa, and the approaches that other
states have adopted are the following:

® (Oklahoma has no limits on how
much insurance companies can vary
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premiums based on an individ-
ual’s health status. A modified
community rating system would
not allow premium variation based
on health, but would allow some
variation for other factors, such as
age and geography. Alternatively,
imposing rate bands to limit varia-
tions in premiums based on health
to 25 percent or less would be a
less aggressive way to spread
risks and expand access to indi-
viduals with pre-existing health
conditions;

® Oklahoma does not require
that regulators be allowed to re-
view rate and premium increases
prior to the rates going into effect.
Providing advance review would
prevent insurers from adopting
unreasonable and arbitrary pre-
mium increases, thereby holding
down premium costs for consum-
ers;

® Oklahoma does not require
insurers to spend a minimum
share of premiums towards medi-
cal services in the individual
health market. A minimum medi-
cal loss ratio of 75 percent would
limit the share of premiums that
can be allocated for administra-
tion, marketing and profit, and
hold down premium costs for con-
sumers;

® Oklahoma sets no limit on the
length of time insurance compa-
nies can exclude coverage for the
treatment of pre-existing condi-
tions. It also does not limit how far
into your medical history insurers
can look back (called the look-
back period) to determine which
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pre-existing conditions they will
exclude, or provide an objective
standard which insurers must use
to determine what qualifies as a
pre-existing condition. Limiting pre-
existing condition exclusion peri-
ods to six or twelve months, limit-
ing the look-back period to six or
twelve months, and using the ob-
jective standard to define pre-
existing conditions could all ex-
pand coverage to vulnerable con-
sumers.

Similar to the individual mar-
ket, regulatory changes in the
small group market related to
community rating, medical loss
ratios, underwriting practices and
other issues, could also serve to
expand access to affordable
health insurance for small busi-
nesses.18

Many of the issues related to
the individual and small group
insurance markets are closely in-
ter-related. We believe that it
would be worthwhile for the Insur-
ance Commissioner to conduct a
comprehensive review of options
that Oklahoma could pursue to
expand consumer access to af-
fordable private coverage. As long
as insurance companies are com-
peting on a level, well-regulated
playing field, the goals of expand-
ing coverage and keeping the cost
of coverage affordable should be
reconcilable.
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