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EXECUTIVE SUMMARY

s national health care reform efforts go forward, it is instructive to review states’
experience with regulation of health insurance markets. This policy brief presents
lessons from California, the largest state in the union. The shortcomings of

California’s loosely regulated individual insurance market and demise of its health insurance
purchasing alliance (exchange) for small employers underscore the importance of developing
sustainable national and/or state exchanges. This review of California’s experience
regulating health insurance points to five major lessons for the design of national and state
health insurance exchanges. Incorporating these elements into the exchanges is critical to
ensure that they will provide Americans with access to comprehensive, affordable coverage.

*

First, premiums for health insurance products offered through national and state health
insurance exchanges should be calculated on the basis of community rating. Carriers
should be required to provide guaranteed issue and renewability and be prohibited from
excluding coverage for preexisting conditions.

Second, mechanisms should be established to ensure that health insurance coverage sold
through health insurance exchanges is affordable, such as subsidies, tax credits, and
public program expansions.

Third, health insurance products offered to consumers through health insurance
exchanges should be standardized with respect to covered benefits and cost sharing
requirements.

Fourth, rules regarding premium rate setting should be consistent for health insurance
products sold within and outside the health insurance exchanges.

Fifth, strong consumer protection standards should be established for coverage sold
through national and state exchanges.
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INTRODUCTION

he prospects for national health care reform are more promising than at any time

since 1994. President Obama and Members of Congress have made health care

reform a top priority and legislation is moving forward in the Senate and the House
of Representatives.

As these efforts go forward, it is instructive to review states’ experience with
regulation of health insurance markets. Historically, states have had primary responsibility
for the regulation of health insurance in the United States. Although the scope of states’
regulatory authority has diminished somewhat since the enactment of the Employee
Retirement Income Security Act of 1974 (ERISA), which encouraged employers to create
self-insured health plans, states continue to regulate all commercial health insurance
products sold in the individual market and many products sold in the group market.

This policy brief presents lessons from California, the largest state in the union.
Consumers’ experience in California’s loosely regulated individual health insurance market
illuminate the shortcomings of individual insurance and the need for reforms that improve
access to comprehensive, affordable coverage. The limited success of California’s efforts to
reform the small group market underscores the need for policymakers to ensure that the
same rules for setting premiums apply to health insurance products sold inside and outside
the health insurance “exchange” structures contemplated in Congtress, to reduce the risk of
adverse selection. Health care reform bills currently pending before both houses of
Congress contain a number of provisions similar to those proposed in California’s failed
attempt at comprehensive reform in 2007 and Massachusetts’ successful effort. This policy
brief focuses on lessons for the design of national or state health insurance exchanges.

CALIFORNIA’S HEALTH INSURANCE MARKET

Lack of access to affordable, comprehensive health insurance is a major problem in
California. Figure 1 displays the health insurance coverage of Californians in 2008 by source
of coverage (if any). Compared to the rest of the United States, California has a greater
percentage of persons who are uninsured and a smaller percentage with employer-sponsored
health insurance. California also has a relatively large individual health insurance market.'
Thirteen percent of Californians were uninsured in 2008.> Fifty-four percent obtained health
insurance through employers (10% through self-insured health plans and 44% through
products purchased from commercial insurers). In addition, Californians with employer-
sponsored health insurance also were less likely to be enrolled in self-insured health plans
than persons in other parts of the United States.” California’s experience contrasts with that
of Massachusetts, which had a relatively small individual health insurance market prior to
enacting health insurance reform in 20006.
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Figure 1.
Health Insurance Coverage by Source, California, 2008
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Source: California Health Benefits Review Program, “Table 1: Health Insurance
Coverage of Californians, 2008 (2009).

LESSONS FROM HEALTH INSURANCE REGULATION IN CALIFORNIA

California’s experience with health insurance regulation offers federal policymakers five
important lessons for the design of national or state health insurance exchanges.

Lesson 1. Design health insurance exchanges to ensure that all individuals who do
not have access to employer-sponsored health insurance can purchase
comprehensive coverage regardless of their health status, gender, or age. Essential
elements include guaranteed issue and renewability, community rating, and
restrictions on use of preexisting condition exclusions and use of health status and
demographic characteristics to set premiums.

California’s loosely regulated individual health insurance market functions pootly for
consumers with the greatest need for health insurance.” Health insurance carriers may deny
applications for individual insurance based on health status. Carriers can also exclude or
impose waiting periods on coverage for preexisting conditions. There are no restrictions on
rates or rate increases.” In addition, California allows catriers to take age and sex into
account when setting premiums for individual health insurance provided differentials are
based on sound statistical and actuarial data.” A recent report on premiums charged to men

i Persons and families transitioning from group to individual coverage have some legal
protections against denial of coverage and preexisting condition exclusions, although, as
discussed below, many cannot afford to purchase the policies for which they are eligible. See
Families USA at note 32.
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and women in the capital cities of the 50 states and Washington, DC, found that some of the
best selling individual insurance policies sold in California rate premiums by gender and that
premiums charged to 40-year old women for these policies were 10% to 39% higher than
premiums charged to 40-year old men with similar health status.” The report found even
greater differences in premiums charged to men and women in a number of other states.

A report issued by the Kaiser Family Foundation illustrates the difficulties that
aggressive medical underwriting in the individual health insurance market creates for
Californians in less than perfect health.” The authors submitted applications for six
hypothetical single adults aged 24 to 62 years and one hypothetical family to seven health
insurance companies and health maintenance organizations that sold products in a large
metropolitan area in California (Fresno). All hypothetical single adults and one of the
members of the hypothetical family had either a current chronic condition (hay fever,
asthma, depression, high blood pressure, HIV) or had an acute condition in the past (breast
cancer, major knee injury). All of the single adults were denied coverage by two or more
carriers and three of the seven policies offered to the family excluded coverage for the
member with a chronic condition. Carriers that accepted applicants often charged higher
premiums than those chatged to persons in petfect health and/or limited the level of
coverage available (e.g., offered a policy with a $2,500 deductible instead of a $500
deductible).®

Many Californians who are denied coverage in the individual health insurance market
have few alternatives for obtaining coverage, especially if they have not previously had
employer-based coverage. Many are self-employed or work for employers who do not
provide health insurance benefits. They often are not eligible for Medicare, Medi-Cal
(California’s Medicaid program), or other public programs. One of the few options available
is a high-risk pool that California established in 1991 to assist consumers who are denied
coverage in the individual market, are not eligible for public programs, and have exhausted

any continuation coverage to which they may have been entitled under the federal
Consolidated Omnibus Budget Reconciliation Act (COBRA) or California’s Cal-COBRA law.

While the high-risk pool has been helpful to some “medically uninsurable”
consumers, it lacks sufficient resources to provide them with affordable policies. Premiums
are higher than the already high rates charged for individual policies purchased outside the
pool.9 In addition, the maximum annual benefit is $75,000 and the maximum lifetime
benefit is $750,OOO.10 These maximums are lower than those set by most other states that
have established high risk pools. They may be adequate for persons with well-controlled
chronic conditions, but persons with acute episodes of illness can easily incur expenses in
excess of these amounts. In addition, enrollment of new applicants has been halted
petiodically due to funding shortfalls."

Opver the past several years, California policymakers have increasingly focused on
“rescissions” of individual health insurance policies once a subscriber submits a claim for an
expensive procedure. Carriers have maintained that policies are cancelled only where they
obtain evidence that a subscriber intentionally presented false information about his or her
health on his or her application. However, investigations have found that some carriers have
inappropriately cancelled policies. A private arbitration judge in Los Angeles ordered one
carrier to pay $9 million to a subscriber with breast cancer whose policy was cancelled while

Berkeley Center on Health, Economic & Family Security | Reforming the Private Insurance Market: Lessons from California



she was receiving chemotherapy.'” State regulators have also levied fines against major
catriers that rescinded policies.”

The experience of consumers in the individual health insurance market in California
differs sharply from that of consumers in states with highly-regulated markets. Eight states
have enacted guaranteed issue laws that require health plans and health insurers to issue
policies to all persons regardless of their health status."* Five of the states that require
guaranteed issue also require community rating of health insurance premiums, a method
under which premiums are based on the average costs of all persons in a community rather
than the characteristics of individuals. One state mandates pure community rating, whereas
the other four states require modified community rating under which premiums can vary on
the basis of limited demographic characteristics, such as age, gender or geographic location.
Three additional states require modified community rating but not guaranteed issue.”” In six
of the states that mandate community rating, the community rating statute prohibits the use
of gender to set premium rates. Four additional states have enacted laws that prohibit
gender rating in the individual insurance market. Table 1 lists the states that have enacted
each of these types of laws.

Table 1
States with Laws Regarding Guaranteed Issue, Community Rating, or Gender Rating
State Mandates Mandates Community Prohibits Gender
Guaranteed Issue Rating Rating
Idaho X
Maine X X X*
Massachusetts X X X*
Minnesota X
Montana X
New Hampshire X
New Jersey X X X*
New Mexico §
New York X Xt X*
North Dakota X X
Ohio X
Oregon X X*
Rhode Island X
Vermont X X §
Washington X X*

Sources: Susan Laudicina, Joan Gardner and Angela Crawford, “State Legislative Health Care and
Insurance Issues: 2008 Survey of Plans” (Washington, D.C.: Blue Cross and Blue Shield Association, 2008);
National Women’s Law Center, “Nowhere to Turn: How the Individual Health Insurance Market Fails
Women” (2008).

Notes:

* Prohibition on gender rating is included in the state’s community rating statute.

T New York is the only state that mandates pure community rating. All others mandate modified
community rating that allows premiums to vary on the basis of limited demographic characteristics.

§ New Mexico and Vermont have established rate bands that limit the amount by which insurers can vary
premiums based on gender.
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Guaranteed issue and community rating laws have been critical components of state
health insurance reform efforts because they help ensure that persons with current or
previous health problems can obtain coverage in the individual health insurance market.
However, premiums for younger, healthier people are generally higher in states with highly-
regulated individual health insurance markets than in California and other states with loosely-
regulated markets.'® Higher premiums create a disincentive for younger, healthier people to
purchase coverage in the individual market, which can lead to adverse selection (i.e., health
insurance is disproportionately purchased by sicker people) and concomitant increases in
premiums.

In 2007, California attempted to enact comprehensive health insurance reform
legislation modeled after legislation enacted in Massachusetts in 2006. ABx1 1, the final,
compromise version of California’s 2007 health reform bill, offers one strategy for balancing
the interests of older, sicker persons and younger, healthier persons in the individual
insurance market. The bill would have helped older, less healthy persons by requiring
guaranteed issue for health insurance products sold in the individual market and prohibiting
the use of health status to determine health insurance premiums.'” To prevent “rate shock”
among younger, healthier persons in the individual market, the ban on the use of health
status to set premiums would have been phased in over four years.' In addition, as

discussed below, the legislation included several mechanisms for ensuring that premiums
would be affordable for all Californians.

Another option for mitigating “rate shock” among young adults is to create “age
bands” under which premiums are allowed to vary by age group within a limited range
specified by statute. The use of age bands reduces premiums for young adults while limiting
the amount of variation in premiums charged to younger and older adults. Seven states have
established age bands. For example, Maine permits carriers to vary the community rate by
plus or minus 20% due to age.” California’s comprehensive health insurance reform
legislation also would have established age bands for individual health insurance sold to
persons not eligible for state-subsidized coverage.” Age bands are useful for limiting the
increase in premiums that healthy young adults would face. However, age bands should be
coupled with other mechanisms, such as subsidies and tax credits, to ensure that premiums
are affordable for older adults with low and moderate incomes.

Bills that would prohibit gender rating were introduced in the California Senate and
Assembly earlier this year. AB 119 (Jones) would repeal provisions in current law that
permit health plans to use statistical and actuarial data as a basis for charging women higher
premiums than men."

California legislators have also sought to restrict carriers’ ability to rescind individual
health insurance policies. AB 2 (De La Torre) would strengthen existing law that prohibits
post-claims underwriting and would limit the conditions under which a health plan or health
insurer may cancel a policy. In addition, the legislation would require state health insurance
officials to establish an independent review process for rescissions under which all
rescissions would be reviewed, except where consumers choose to opt out of the process.

i A companion bill, SB 54 (Leno), was introduced in the California Senate, but later gutted and amended to
address a different topic.
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Legislation currently pending before Congress incorporates a number of provisions
to ensure that all persons have access to comprehensive health insurance which are similar to
those proposed in California and enacted in Massachusetts. The Senate Health, Education,
Labor and Pensions Committee (HELP) bill and the House Tri-Committee bill would
establish federal and state health insurance exchanges through which certain small employers
and persons who do not have access to employer-sponsored health insurance could purchase
coverage. Both bills would require carriers to provide guaranteed issue and renewability for
policies sold in through an exchange or directly to consumers or employers. They would
also prohibit preexisting condition exclusions. Both bills would also prohibit gender rating
and limit variation in premiums based on age to a ratio of 2 to 1. The House Tri-Committee
bill would completely prohibit the use of health status to set premiums and the Senate
HELP bill would only permit consideration of tobacco use. In addition, both bills would
prohibit rescission of coverage except where there is clear evidence of fraud.” “Rate shock”
for younger, healthier consumers with individual insurance would be addressed by
“grandfathering” individual insurance coverage in force prior to the legislation’s effective
date. The Senate Finance Committee is considering similar legislation, although less
information is available about specific provisions because the committee had not marked up
its bill at the time of this writing.

To mitigate the risk of adverse selection across health plans that participate in a
national or state health insurance exchange, both the House Tri-Committee bill and the
Senate HELP bill would require the exchange to risk adjust payments to participating health
plans.”” The Senate Finance Committee is considering a similar proposal. Under all three
proposals, health plans participating in the exchange that attract enrollees who are sicker
would receive larger payments than those that enroll healthier persons. Risk adjustment
ensures that all health plans will be compensated commensurate with their expenses and,
thus, prevent large financial losses that could lead health plans to cease offering coverage
through the exchange.

Legislation introduced by Senator Tom Coburn and Representative Paul Ryan as an
alternative to the House and Senate committees’ proposals would neither prohibit nor limit
carriers from rating premiums on the basis of health status, age, and gender.23 Asa
consequence, this legislation would be unlikely to improve access to individual health
insurance for persons in less than perfect health. The bill would permit states to establish
health insurance exchanges and would require health insurance carriers that sell health
insurance products through the exchanges to provide coverage on a guaranteed issue basis
and prohibit the use of preexisting condition exclusions. However, these provisions would
not apply to individual health insurance products sold outside the state exchanges, which
could make the exchanges vulnerable to adverse selection and undermine their viability.

Lesson 2. Establish mechanisms to ensure that health insurance coverage sold
through a national or state exchange is affordable, such as subsidies, tax credits, and
public program expansions.

Even for persons in good health, the coverage available in California’s individual
health insurance market is often unaffordable. Health insurance products available in
California’s individual health insurance market have a lower actuarial value (i.e., the
percentage of total health care expenses the insurer can be expected to cover) than
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employer-sponsored health plans. The actuarial value of health insurance products sold in
the individual market declined from 75% to 55% between 2003 and 2000, leaving consumers
to shoulder the balance of expenses.”* The size of deductibles charged to consumers in the
individual market has also increased markedly. In 2006 the average deductible charged to
consumers in the individual market ($2,136) was six times as large as the average deductible
charged in the small employer market.” Fifty-five percent of consumers in the individual
market in 2008 were enrolled in high deductible health plans (i.e., plans with a deductible of
$1,150 or more).”

While increases in deductibles charged for individual health insurance products have
enabled insurers to limit premium increases, they have simultaneously exposed consumers to
higher out-of-pocket costs. In 20006 a single consumer earning the median income in
California who purchased coverage in the individual market would have paid an average of
16% of his or her income for premiums and out-of-pocket expenses combined. A single
consumer working full-time at a minimum wage job would have paid an average of 35% of
his or her income.” These high costs make individual health insurance unaffordable for
low- and moderate-income individuals and families. High cost sharing also contributes to
medical debt and personal bankruptcies.”

The cost of individual health insurance is high for both persons transitioning from
employer-sponsored to individual health insurance and persons without prior group
coverage.” The federal COBRA and Cal-COBRA statutes permit persons transitioning
from employer-sponsored health insurance due to involuntary termination (i.e., a layoff) to
continue receiving coverage through their former employers’ plans for specific periods of
time following termination.”” As implemented in California, the federal Health Insurance
Portability and Accountability Act (HIPAA) requires carriers to offer their two most popular
products to persons who previously had group insurance coverage for at least 18 months
and who have exhausted any COBRA or Cal-COBRA coverage to which they were entitled.
Persons losing group coverage because an employer terminates health insurance benefits or
goes out of business are also eligible for HIPAA coverage.

Many persons who are eligible for COBRA, Cal-COBRA, or HIPAA coverage
cannot afford the premiums. This is especially true of persons who have been laid off from
their jobs. In 2008, the average cost of employer-sponsored health insurance in California
was $4,9006 for individual coverage and $13,427 for family coverage (The national average
costs were $4,704 and $12,680, respectively).” A recent report estimated that the average
monthly premium for individual COBRA coverage in California in 2008 was equivalent to
28.8% of average monthly unemployment benefits. The average monthly premium for
COBRA coverage for California families was a staggering 81.6% of average unemployment
benefits.”” The American Recovery and Reinvestment Act of 2009 has provided temporary
relief to persons laid off between September 1, 2008, through December 31, 2009, in the
form of subsidies equivalent to 65% of the cost of COBRA coverage,” but at the time of
this writing it is not known whether these subsidies will be extended.

Mechanisms to improve the affordability of health insurance policies for consumers
that lack access to employer-sponsored health insurance are critical to the success of an
“individual mandate” (i.e., a requirement that all Americans obtain health insurance).

ABx1 1, the final version of California’s health insurance reform bill, contained several
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interlocking mechanisms to ensure affordability, some of which are similar to those enacted
by Massachusetts. First, the legislation would have expanded eligibility for Medi-Cal and
Healthy Families (California’s CHIP program) to adults with incomes up to 250% of poverty
and children from families with incomes up to 300% of poverty. Expanding eligibility for
existing public programs can be an effective strategy for quickly increasing the number of
persons with health insurance, because existing programs can be scaled up more rapidly than
new entities can be established.

ABx1 1 would also have established a purchasing pool for persons with incomes
above 250% of poverty. Persons with incomes between 250% and 400% of poverty who
enrolled in the purchasing pool would have received refundable tax credits for purchase of
coverage through the pool that phased out as income rose. The amount of the tax credit
would have been linked to the cost of a mid-level plan purchased through the pool to help
ensure that both premiums and out-of-pocket costs would be affordable. Persons with
incomes above 400% of poverty would have been eligible to participate in the pool and to
receive a 20% discount on premiums, if their employers contributed to the pool. Employers
would have been required to provide IRS Section 125 plan (“cafeteria plan”) tax sheltering to
all employees regardless of whether they were eligible for employer-sponsored health
benefits. California’s proposed approach contrasted with that of Massachusetts, which
waives its individual mandate for residents whose incomes fall below a specific ceiling and
whose premium cost would exceed a particular amount.” California’s approach is preferable
for national reform, because it would maximize the number of persons with health
insurance. Studies have consistently found that persons with health insurance are diagnosed
and treated more promptly than persons who are uninsured, because they are less likely to
delay or forego seeking necessary care.”

The purchasing pool proposed in ABx1 1 would have had the authority to negotiate
premiums on behalf of all enrollees. The broad authority proposed in California is in
contrast to Massachusetts, where the pool only negotiates premiums for a low-cost product
for young adults. Authority to negotiate premiums is critical to ensuring an exchange’s
ability to control health insurance costs and offer affordable premiums.*

Legislation currently pending before Congress addresses affordability through a
combination of subsidies and limits on out-of-pocket costs. Both the House Tti-Committee
bill and Senate HELP bill would provide premium credits on a sliding scale to individuals
and families with incomes up to 400% of poverty who are not eligible for other coverage.
Premium credits would be available only for the purchase of health insurance through
national or state health insurance exchanges. The size of the premium credits would be
based on the average premiums of the three lowest-cost comprehensive plans offered in a
specified geographic area. Premiums for persons with incomes up to 400% of poverty
would also be limited to a specific percentage of income that would rise as income rises.
The House Tri-Committee bill would limit annual premium increases for coverage sold
through an exchange to 150% of the annual increase in medical inflation. In addition, both
the House Tri-Committee bill and the Senate HELP bill would provide tax credits to certain
small employers to purchase coverage for their employees.”” The Senate Finance committee
is considering similar proposals; however it has suggested limiting subsidies to persons at or
below 300% of poverty. Eliminating subsidies for persons with incomes between 300% and
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400% of poverty could make it difficult for persons in this income bracket, especially the
near elderly, to obtain affordable coverage in the individual market.

To ensure that out-of-pocket costs are affordable, both the Senate HELP Committee
bill and the House Tri-Committee bill would bar carriers from establishing annual or lifetime
limits on the dollar value of coverage sold in either the group or individual market. The
House Tri-Committee bill also would establish a sliding scale of cost sharing credits that
would reduce cost sharing amounts and annual cost sharing limits for families with incomes
below 400% of poverty. This bill would also mandate that health plans cover at least 70% of
the actuarial value of the covered benefits and would limit annual cost-sharing for persons
with incomes above 400% of poverty to $5,000 per individual and $10,000 per family. The
Senate HELP bill would limit cost sharing for preventive services recommended by the
United States Preventive Services Task Force and the House Tti-Committee bill would
prohibit cost sharing for these services.”

Legislation introduced by Senator Tom Coburn and Representative Paul Ryan would
also provide refundable tax credits to individuals for the purchase of health insurance but is
far less likely to ensure access to affordable coverage than the Senate HELP, Senate Finance
and House Tri-Committee bills. As noted previously, the Coburn-Ryan bill would not place
restrictions on the use of health status, age, or gender to set premiums. The tax credits
proposed in this bill (2,290 for individuals and $5,710 for families) probably would not be
sufficient to enable older persons and persons in less than perfect health to purchase
coverage in the individual market at all. The bill would provide supplemental debit cards to
persons below 200% of poverty but no additional assistance to persons between 200% and
400% of poverty.

bl

Lesson 3. Establish consistent rules regarding minimum benefits, maximum cost
sharing, and other aspects of benefit design to ensure that all consumers have
comprehensive coverage and to help consumers make meaningful comparisons
across health insurance products offered through an exchange.

Choosing among the large number of individual health insurance products sold in
California and other states is challenging for consumers. A recent review of the literature on
health plan choice suggests that consumers often have difficulty choosing a health insurance
policy that best meets their needs.” A new study of Medicare beneficiaries finds that the
difficulty consumers experience in distinguishing among health plans goes up as the number
of options increases.”’ Comparing individual health insurance products sold in California
and other states that have loosely regulated individual markets is especially difficult because
prices, benefit design, and covered services vary widely."

Moreover, some health insurance policies sold in the individual health insurance
market in California have major gaps in coverage that can lead consumers with acute or
chronic illnesses to incur large out-of-pocket expenses. A recent report assessed the out-of-
pocket costs that consumers with one of three common, costly to treat conditions (breast
cancer, diabetes, and heart attack) would incur if they had purchased any of 10 policies sold
in California’s individual or small group markets.” Annual deductibles for these policies
ranged from zero to $3,500 and annual maximum limits on out-of-pocket spending ranged
from $1,500 to $7,500. Some policies either did not cover prescription drugs or covered
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only generic drugs. In addition, most policies placed no limits on cost sharing for
prescription drugs. Restrictions on coverage for prescription drugs could lead consumers
who have cancer or other conditions that are treated with expensive specialty drugs to incur
large out-of-pocket costs. One policy did not cover non-hospital outpatient care until
enrollees reached an annual out-of-pocket spending limit for hospital-based and certain
other services. Such restrictions limit coverage for enrollees who only need non-hospital
outpatient services, some of which can be quite expensive, such as chemotherapy, radiation,
and surgery. Most policies also limited coverage for mental health conditions other than the
biologically-based conditions for which California law mandates parity with coverage for
physical conditions.*

The wide variation in health insurance products sold in the individual health
insurance market in California is due in part to the division of regulatory authority between
two state agencies.” The California Department of Managed Health Care (DMHC)
regulates health maintenance organizations (HMOs) and some preferred provider
organizations (PPOs). The California Department of Insurance (CDI) regulates the
remaining PPOs, indemnity plans, and other health insurance products. Some of the largest
health insurance carriers in California are licensed to sell products regulated by both
agencies.” The market shares of health insurance products regulated by DMHC and CDI
differs between the group and individual health insurance markets. In 2008 products
regulated by DMHC accounted for 91% of enrollment in the group market but only 48% of
enrollment in the individual market.*

The division of regulatory authority between CDI and DMHC has led to inequities
in minimum benefits packages. All HMOs and PPOs regulated by DMHC are required to
provide “basic services,” which DMHC defines as a comprehensive package of services that
encompasses hospital inpatient care, hospital outpatient care, physician services, diagnostic
laboratory services, imaging services, preventive services, emergency services, home health
services, and hospice care.”” No such minimum benefits requirement applies to health
insurance products regulated by CDI, although these products are required to provide some
specific benefits mandated by statute, such as coverage for biologically based mental illnesses
and certain cancer screening tests. One major difference between DMHC- and CDI-
regulated products in the individual market is that DMHC-regulated products are required to
provide coverage for maternity care but CDI-regulated products are not. In 2008, only 22%
of persons enrolled in CDI-regulated individual insurance products had coverage for
maternity care versus 100% of persons enrolled in DMHC-regulated products.*” (Federal
law requires all group insurance products to cover maternity care.)

DMHC- and CDI-regulated policies also differ with respect to cost sharing. DMHC
has authority to review cost sharing arrangements and other limitations on coverage to
ensure that such requirements are reasonable and that exclusions from coverage do not
render health insurance benefits “illusory”.”’ In contrast, cost sharing for CDI-regulated
products is not subject to regulatory oversight. The lack of regulations regarding cost
sharing and minimum benefits enable CDI-regulated carriers to charge lower premiums for
their products. However, consumers with chronic or acute conditions who purchase these
products may incur much greater out-of-pocket expenses than consumers who purchase
more comprehensive coverage from DMHC-regulated carriers.
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California’s experience suggests that health insurance products sold through national
or state exchanges should be standardized to ensure that all products provide comprehensive
coverage and to assist consumers in comparing products. Several pieces of legislation
introduced in California over the past several years provide models for standardization.
ABx1 1 would have established a minimum benefits package for all products sold in the
individual market by carriers regulated by both DMHC and CDI and would have required all
catriers to offer the same range of standardized products.” These provisions of ABx1 1
were later revised and reintroduced as a stand alone bill, SB 1522 (Steinberg), which died in
the state legislature in 2008 and was reintroduced in 2009 as AB 786 (Jones). AB 786 would
require carriers to provide consumers with standardized information about policies sold in
the individual market. To ensure that consumers are protected against catastrophic
expenses, AB 786 would also mandate that all coverage sold in the individual market limit
per person out-of-pocket costs to $15,000 for services obtained from providers in a carrier’s
network.

Legislation currently pending in Congress mirrors these models. The House Tti-
Committee Bill and the Senate HELP bill would require all carriers to provide an essential
benefits package that would encompass a comprehensive array of services for physical and
mental health conditions. States would have the option to add to the essential benefits
package if they also provide funds to cover additional costs associated with providing
subsidies for expanded benefits packages. Both bills would establish standardized categories
of health insurance plans sold through a national or state exchange and would permit
participating carriers to sell only health plans that conform to these categories. The
categories would differ with regard to the percentage of benefit costs covered and the
amount of cost sharing required. The House Tri-Committee bill would also include a
category for health plans that provide benefits for additional services such as dental and
vision care. The Senate Finance Committee is considering legislation that would extend the
requirement for standardized benefits packages to health plans sold outside the exchange as
well as within the exchange. All three bills would require the exchange to develop tools to
help consumers select health plans that best meet their needs.

As noted previously, the House Tri-Committee bill also establishes limits on the
maximum cost sharing that consumers would face on an annual basis. The bill would
establish a sliding scale of cost sharing credits that would reduce cost sharing amounts and
annual cost sharing limits for families with incomes below 400% of poverty. It would also
limit annual cost sharing for persons with incomes above 400% of poverty to $5,000 per
individual and $10,000 per family.

Lesson 4. Ensure that the rules by which premiums are set are consistent for health
Insurance products sold through and outside a national or state exchange to reduce
the risk that the exchange will experience adverse selection.

Premiums for employer sponsored health insurance have risen dramatically in
California over the past decade as they have in other states. Small employers (defined in
California as firms with 2 to 50 employees) experienced the largest increase with premiums
tising 53% between 2003 and 2006.”) Employers have responded to these cost increases by
raising deductibles, coinsurance, copayments, and other forms of cost sharing that erode the
actuarial value of coverage offered to employees and dependents.
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The evolution of the small group health insurance market in California over the past
20 years suggests that federal policymakers need to think carefully about how to reduce the
risk that a national or state exchange will experience adverse selection. During the 1990s,
California and many other states enacted legislation to reform the small group market.
These reforms included requirements for guaranteed issue and renewal of coverage, limits on
preexisting condition exclusions, and restrictions on the use of enrollee health status as a
basis for setting or increasing rates.”” Under California law, premiums charged to small firms
can be no more than 10% above or below carriers’ “standard” rates, which can be calculated
only on the basis of age, family size, and geographic location. Preexisting condition
restrictions are limited to a single, six-month period and previous coverage must be counted
toward the six-month period. California also established the first and largest purchasing
alliance, or exchange, for small employers.” The challenges encountered by California’s
purchasing alliance offer important lessons for federal policymakers as they consider
whether or not employers would be permitted to purchase coverage through an exchange.

California’s purchasing alliance had difficulty attracting small employers. Although
enrollment grew steadily during the program’s first five years, even at its height the
purchasing alliance’s market share was never more than 5%. One reason for the purchasing
alliance’s small market share was that it was unable to sustain its initial success in negotiating
lower premiums than those charged for products available to small groups outside the
exchange. This early success put pressure on carriers that did not offer coverage through the
purchasing alliance to lower premiums in order to remain competitive. As the purchasing
alliance matured, aggressive price competition among carriers selling products outside the
alliance (within the limits discussed above) led employers with younger, healthier enrollees to
drop out of the alliance, leaving the alliance with a pool of older, less healthy persons who
were more expensive to cover.” Carriers began dropping out of the purchasing alliance due
to financial losses. The purchasing alliance ceased operation in 2006 after one of the three
remaining carriers exited the alliance.” Small group purchasing alliances in other states have
experienced similar difficulties.”

The experience of California and other states suggests that purchasing alliances and
exchanges may not be sustainable if participants can purchase similar coverage at a lower
cost outside the alliance or exchange. The availability of lower cost options outside an
alliance or exchange creates a disincentive for healthier individuals and groups to purchase
coverage through the alliance or exchange. The risk of adverse selection can be greatly
reduced by requiring carriers to provide coverage sold outside the exchange under the same
terms and conditions that apply to coverage sold through the exchange, because small
employers with healthier employees could not obtain better prices outside the exchange.”
California’s comprehensive health reform bill, ABx1 1, sought to reduce the risk of adverse
selection into the pool by limiting the availability of tax credits and discounts solely to
coverage purchased through the pool. Offering coverage through the pool at a lower cost to
consumers than coverage available outside the pool would have increased the likelthood that
the pool would have attracted persons of all ages and levels of health status.”

The Senate HELP Committee bill would require carriers that sell coverage in the
individual and small group markets to comply with the same regulations as coverage sold
through a national or state exchange with regard to guaranteed issue and renewability,
prohibition on excluding coverage for preexisting conditions, and limits on the use of health
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status and demographic characteristics to set premium rates. The Senate Finance Committee
is considering a similar proposal. The House Tri-Committee bill would extend these
requirements to all coverage sold in the group market regardless of group (employer) size.
Requiring all health insurance carriers to follow the same rules in all market segments would
ensure that all carriers compete on a level playing field and would reduce the risk that any of
them would experience adverse selection.

Another option is to create financial incentives for individuals or employers to obtain
coverage through the exchange.” As noted previously, the Senate HELP, Senate Finance,
and House Tri-Committee bills would create financial incentives for individuals to purchase
coverage through a national or state exchange by providing tax credits only for coverage
obtained through an exchange. This approach ensures that individuals have a financial
incentive to purchase coverage through the exchange regardless of their health status. This
approach could be extended to small employers. All three bills would provide certain small
employers with tax credits to offset the cost of providing health insurance to their
employees.”’ If tax credits were available only for coverage purchased through the exchange,
small employers would have an incentive to purchase coverage through it regardless of the
health status of their employees.

A third option would be to mandate that individuals and/or small employers obtain
coverage through a national or state exchange. The House Tri-Committee bill would require
individuals who do not have access to employer-sponsored coverage and who do not have
existing coverage eligible for grandfathering to obtain coverage through an exchange.
Extending this requirement to small employers would prevent adverse selection into the
exchange for this segment of the population and would help the exchange to enroll
sufficient numbers of persons to spread risk and administrative costs.” Requiring both
individuals and small employers to purchase coverage through the exchange would provide
the best guarantee against adverse selection into the exchange. Restricting tax credits for
small employers (as well as individuals) to coverage obtained through the exchange could
also be effective, provided that the same rules regarding guaranteed issue and renewability,
preexisting conditions, and use of health status to set premiums apply to products sold
within and outside the exchange. Such rules are necessary to ensure that coverage purchased
through the exchange is always less expensive than coverage purchased outside the exchange
regardless of the health status of a small employer’s workforce.

Lesson 5. Build upon existing state laws to develop strong consumer protection
standards for health insurance purchased through national or state exchanges.

To date, debates regarding health care reform have focused primarily on improving
access to affordable, comprehensive coverage. Once a general blueprint for reform is
established, a second set of important questions concerning consumer protections should be
addressed. Consumers need clear and accurate information about their health insurance
coverage. Mechanisms for resolving grievances about coverage and care delivery and
ensuring that consumers receive high quality care are also critical.

A number of states strengthened consumer protection laws during the late 1990s and

early 2000s. A review of California’s consumer protection laws illustrates the protections
available to persons across the United States who have commercial insurance coverage in the
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group or individual markets. (Because of ERISA, these state laws do not apply to self-
insured health plans.”) Both DMHC and CDI require carriers to disclose information
regarding benefits, services, and contract terms in readily understood language.”” DMHC
also monitors availability and accessibility of providers and reviews health plans’ quality
assurance procedures. In addition, the legislation that created DMHC established an Office
of the Patient Advocate, which assesses the quality of care provided by DMHC-regulated
health plans and provides enrollees with information about their rights and responsibilities.*’

California has also enacted legislation to assist consumers in resolving disputes with
insurers regarding coverage and care delivery. Both DMHC and CDI operate toll-free
“hotlines” to assist consumers in resolving complaints. Carriers regulated by DMHC are
required to establish an internal grievance system to respond to all types of consumer
complaints.”* CDI-regulated carriers must develop a mechanism for reviewing grievances
regarding the provision of experimental and investigational treatments to consumers with
life-threatening or debilitating conditions.”” Consumers with both DMHC- and CDI-
regulated coverage can request an Independent Medical Review (IMR) of “medical
necessity” disputes (i.e., disputes as to whether a particular treatment is medically necessary
for an individual consumer) that are not resolved through their health plans’ internal
grievance processes.”’ In this, California is not atypical. Table 2 lists the 44 states that have
established external grievance review processes.”’

Table 2
States with Laws that Mandate External Grievance Review

Alaska Illinois Missouri Pennsylvania
Arizona Indiana Montana Rhode Island
Arkansas Towa New Hampshire South Carolina
California Kansas New Jersey Tennessee
Colorado Kentucky New Mexico Texas
Connecticut Louisiana New York Utah
Delaware Maine North Carolina Vermont
District of Columbia | Maryland North Dakota Virginia
Florida Massachusetts Ohio Washington
Georgia Michigan Oklahoma West Virginia
Hawaii Minnesota Oregon Wisconsin

Source: Susan Laudicina, Joan Gardner and Angela Crawford, “State Legislative Health Care and
Insurance Issues: 2008 Survey of Plans” (Washington, D.C.: Blue Cross and Blue Shield Association,
2008).

Proposals for either a single national exchange or a series of state exchanges should
incorporate provisions that ensure that persons who obtain coverage through an exchange
have access to the same sorts of consumer protections that persons in California and many
other states currently enjoy. The House Tri-Committee bill would establish an office within

i ERISA reform would guarantee greater access to consumet protections for all Americans, but that issue is
beyond the scope of this brief. Many of the types of state consumer protections laws described in this brief
have faced ERISA challenges.
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the national health insurance exchange that would answer consumers’ questions and assist
them if they encounter problems with their health plans. The bill would require carriers that
offer coverage through national or state exchanges to establish mechanisms for disclosure of
information and for timely resolution of grievances and appeals, including an external,
independent review process. It is unclear how these requirements would interact with
existing state consumer protection laws. Federal policymakers should consider adopting
minimum national consumer protection standards but allowing states with stricter standards
to apply those standards to commercial health insurance sold both within and outside a
state-based exchange.

RECOMMENDATIONS FOR FEDERAL HEALTH INSURANCE REFORM LEGISLATION

This review of California’s experience with regulation of health insurance points to
five major lessons for federal policymakers regarding the design of national and/or state
health insurance exchanges. These design elements are essential to ensure that exchanges
will meet the needs of Americans who lack access to comprehensive, affordable coverage.

¢ Health insurance exchanges should be designed to ensure that all individuals
who do not have access to employer-sponsored health insurance can purchase
comprehensive coverage regardless of their health status, gender, or age.
Achieving this goal will require guaranteed issue and guaranteed renewability of policies,
limits on preexisting condition exclusions, and restrictions on the use of health status,
gender, and age in setting premiums. Transition provisions and/or age bands will be
needed to prevent “rate shock” for younger, healthier persons in states in which
extensive medical underwriting exists in the individual health insurance market.

¢ Establish mechanisms to ensure that health insurance coverage sold through
health insurance exchanges is affordable, such as subsidies, tax credits, and
public program expansions. If an individual mandate to purchase health insurance is
enacted, all Americans must have access to affordable coverage. Efforts to ensure
affordability must encompass both premiums and out-of-pocket costs because premium
subsidies alone will not be sufficient to provide low- and moderate-income persons with
affordable coverage.

¢ Establish consistent rules regarding minimum benefits, maximum cost sharing,
and other aspects of benefit design to ensure that all consumers have
comprehensive coverage and to help consumers make meaningful comparisons
across health insurance products offered through health insurance exchanges.
Standards for minimum benefits and maximum cost sharing are necessary to ensure that
all Americans have comprehensive health insurance that covers a substantial portion of
their health care expenses. Standardizing benefit designs would also help consumers
select the coverage that best meets their needs and preferences.

¢ Ensure that the rules by which premiums are set are consistent for health

insurance products sold inside and outside health insurance exchanges to reduce
the risk that the exchange will experience adverse selection. Unless carriers are
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required to abide by the same rules when setting premiums for health insurance products
sold through and outside the exchange, the exchange will be vulnerable to adverse
selection, which would render it unsustainable. Members of Congress should also
consider creating additional financial incentives for small employers to purchase
coverage through the exchange or require small businesses to purchase coverage through
the exchange.

¢ Build upon existing state laws to develop strong consumer protection standards
for health insurance purchased through national or state exchanges. Many states
have established mechanisms for disclosure, quality assurance, and dispute resolution
that could serve as models for national consumer protection standards for policies sold
through a national exchange. Federal policymakers should require that all health
insurance products sold through a national exchange meet national consumer protection
standards. They should also permit states to enforce stricter standards for products sold
through state-based exchanges or outside the exchanges.

Berkeley Center on Health, Economic & Family Security | Reforming the Private Insurance Market: Lessons from California



18

REFERENCES

" Rick Curtis and Ed Neuschler, “Affording Shared Responsibility for Universal Coverage: Insights from
California,” Health Affairs (28) (3) (2009): 417-430; Rick Curtis and Ed Neuschler, “Designing Health Insurance
Market Constructs for Shared Responsibility: Insights from California,” Health Affairs (28) (3) (2009): 431-44;
Marian R. Mulkey and Mark D. Smith, “The Long and Winding Road: Reflections on California’s “Year of
Health Reform,”” Health Affairs (28) (3) (2009): w446-w456.

? California Health Benefits Review Program, “Table 1: Health Insurance Coverage of Californians, 2008”
(2009).

? California HealthCare Foundation and the National Opinion Research Center, “California Employer Health
Benefit Survey” (2008).

* Deborah Reidy Kelch, “Insurance Markets: Rules Governing California’s Individual Insurance Market”
(Oakland: California HealthCare Foundation, 2005).

> Cal. Health & Saf. Code § 1365.5(b); Cal. Ins. Code § 10140(a).

% National Women’s Law Center, “Nowhere to Turn: How the Individual Health Insurance Market Fails
Women” (2008).

7 Karen Pollitz, Richard Sorian and Kathy Thomas, “How Accessible Is Individual Health Insurance for
Consumers in Less-Than-Perfect Health?” (Menlo Park: Henry |. Kaiser Family Foundation, 2001).

® Ibid.

K Kelch, “Insurance Markets.”

10 Lesley Cummings, “California’s High-Risk Health Insurance Pool: Major Risk Medical Insurance Program.
Legislative Briefing, June 26” (Sacramento: Managed Risk Medical Insurance Board, 2008).

1 Ibid.; David Lazarus, “Going Broke for Health Coverage,” Los Angeles Times, June 2, 2009, p.1.

"2 Lisa Girion, “Health Net Ordered to Pay $9 Million after Cancelling Cancer Patient’s Policy,” Los Angeles
Times, February 23, 2008.

B Lisa Girion, “California Fines 2 Health Plans $13 Million” Los Angeles Times, July 18, 2008; Lisa Girion,
“Anthem Blue Cross Agrees to Take Back Clients, Pay $1-Million Fine,” Los Angeles Times, February 11, 2009,
p.1.

' Susan Laudicina, Joan Gardner and Angela Crawford, “State Legislative Health Care and Insurance Issues:
2008 Sutvey of Plans” (Washington, D.C.: Blue Cross and Blue Shield Association, 2008).

1 Ibid.; National Women’s Law Center, “Nowhere to Turn.”

' National Women’s Law Center, “Nowhete to Turn”; Pollitz, Sorian and Thomas, “How Accessible is
Individual Health Insurance for Consumers in Less-Than-Perfect Health?”

' Curtis and Neuschler, “Designing Health Insurance Market Constructs for Shared Responsibility”’; Peter
Harbage, Len M. Nichols and Leif Wellington Haase, “Lessons from California’s Health Reform Efforts for
the National Debate” (Washington, D.C.: New America Foundation, 2008).

' Curtis and Neuschler, “Designing Health Insurance Market Constructs for Shared Responsibility.”

1 National Women’s Law Center, “Nowhere to Turn.”

* Curtis and Neuschler, “Affording Shared Responsibility for Universal Coverage.”

o Henry J. Kaiser Family Foundation, “Side-by-Side Comparison of Major Health Care Reform Proposals”
(2009).

* Ibid.

* Ibid.

24]on Gabel and others, “Trends in the Golden State: Small-Group Premiums Rise Sharply While Actuarial
Values For Individual Coverage Plummet,” Health Affairs (26) (4) (2007): w488-w499.

% Ibid.

% California Health Benefits Review Program, “Table 1.”

" Gabel and others, “Trends in the Golden State.”

8 California HealthCare Foundation, “California Health Care Almanac: California Health Plans and Insurers’
(2009).

>

Berkeley Center on Health, Economic & Family Security | Reforming the Private Insurance Market: Lessons from California



19

» Kelch, “Insurance Markets.”

* See Ibid; and Karyn Schwartz, “COBRA Subsidy and Health Insurance for the Unemployed” (Menlo Park:
Henry J. Kaiser Family Foundation, 2009) for details on the specific eligibility requirements for COBRA and
Cal-COBRA coverage.

’! California HealthCare Foundation and the National Opinion Research Center, “California Employer Health
Benefit Survey.”

* Families USA, “Squeezed! Caught between Unemployment Benefits and Health Care Costs” (2009).

* United States Department of Labor, “COBRA Continuation Coverage Assistance Under The American
Recovery And Reinvestment Act,” available at http://www.dol.gov/ebsa/cobra.html (last accessed July 2009).
** Curtis and Neuschler, “Affording Shared Responsibility for Universal Coverage.”

% Kaiser Commission on Medicaid and the Uninsured, “The Uninsured: A Primer: Key Facts about Americans
without Health Insurance” (2008).

% Curtis and Neuschler, “Affording Shared Responsibility for Universal Coverage”; Curtis and Neuschler,
“Designing Health Insurance Market Constructs for Shared Responsibility”’; Harbage, Nichols and Haase,
“Lessons from California’s Health Reform Efforts for the National Debate”; Insure the Uninsured Project,
“Health Reform: Lessons from California” (2009).

77 Henry J. Kaiser Family Foundation, “Side-by-Side Comparison of Major Health Care Reform Proposals.”

% Ibid.

* California Health Benefits Review Program, “Analysis of Assembly Bill 1214: Waiver of Benefits” (2007).

“ Yaniv Hanoch, Thomas Rice, Janet Cummings, and Stacey Wood, “How Much Choice Is Too Much? The
Case of the Medicare Prescription Drug Benefit,” Health Services Research (44) (4) (2009): 1157-1168.

i Kelch, “Insurance Markets”; Pollitz, Sorian and Thomas, “How Accessible is Individual Health Insurance
for Consumers in Less-Than-Perfect Health?”

42 Pollitz, Sorian and Thomas, “How Accessible Is Individual Health Insurance for Consumers in Less-Than-
Perfect Health?”

* Ibid.

* Debra L. Roth and Deborah Reidy Kelch, “Making Sense of Managed Care Regulation in California”
(Oakland: California HealthCare Foundation, 2001).

* California HealthCare Foundation “California Health Care Almanac”; Roth and Kelch, “Making Sense of
Managed Care Regulation in California.”

% California Health Benefits Review Program, “Table 1.”

7 Cal. Admin. Code, tit. 28, § 1300.67.

* California Health Benefits Review Program, “Policy Considerations Relevant to Assembly Bill 786:
Individual Health Care Coverage: Coverage Choice Categories” (2009).

* Cal. Health & Saf. Code §§ 1367(h) and 1367(i); Cal. Admin. Code, tit. 28, § 1300.67.2(3)(A).

* Curtis and Neuschler, “Designing Health Insurance Market Constructs for Shared Responsibility”; Insure the
Uninsured Project, “Health Reform: Lessons from California.”

> Gabel and others, “Trends in the Golden State.”

*2 Thomas C. Buchmueller, “Managed competition in California’s small-group insurance market,” Health Affairs
16 (2) (1997): 218-228; Debra L. Roth, “Rules Governing California’s Small Group Health Insurance Market”
(Oakland: California HealthCare Foundation, 2003); Jill Mathews Yegian, Thomas C. Buchmueller, Matk D.
Smith, and Ann F. Monroe, “The Health Insurance Plan of California: The First Five Years,” Health Affairs (19)
(5) (2000): 158-164.

> Buchmueller, “Managed Competition in California’s Small-Group Insurance Market”; Roth, “Rules
Governing California’s Small Group Health Insurance Market”; Yegian, Buchmueller, Smith and Monroe, “The
Health Insurance Plan of California.”

>* Peter Lee and John Grgurina, “What People Don’t Know about Health Insurance Exchanges,” available at
http:/ /healthaffairs.org/blog/2009/08 /12 /what-people-don%E2%80%99t-know-about-health-insurance-
exchanges/ (last accessed August 2009).

Berkeley Center on Health, Economic & Family Security | Reforming the Private Insurance Market: Lessons from California



20

> Victoria Colliver, “Losses Shutter Health Group: PacAdvantage Can’t Offer Pool Members Enough Plan
Choices,” San Francisco Chronicle, August 12 20006, p.C-1; Daniel Yi, “Health Pool to Close For Lack of
Insurers,” Los Angeles Times, August 12, 2000, p.1.

*% Rick Curtis and Ed Neuschler, “What Health Insurance Pools Can and Can’t Do” (Oakland: California
HealthCare Foundation, 2005); Stephen H. Long and M. Susan Marquis, “Have Small-Group Health Insurance
Purchasing Alliances Increased Coverage?” Health Affairs (20) (1) (2001): 154-163.

*7 Curtis and Neuschler, “What Health Insurance Pools Can and Can’t Do”; Lee and Grgurina, “What People
Don’t Know about Health Insurance Exchanges.”

% Curtis and Neuschler, “Affording Shared Responsibility for Universal Coverage”; Curtis and Neuschler,
“Designing Health Insurance Market Constructs for Shared Responsibility.”

* Curtis and Neuschler, “What Health Insurance Pools Can and Can’t Do.”

0 Henry J. Kaiser Family Foundation, “Side-by-Side Comparison of Major Health Care Reform Proposals.”
! Alain C. Enthoven, “Building a Health Marketplace That Works,” available at

http:/ /healthaffairs.org/blog/2009/07 /31 /building-a-health-marketplace-that-wotks/ (last accessed August
2009); Lee and Grgurina, “What People Don’t Know about Health Insurance Exchanges.”

% Cal. Health & Saf. Code § 1363(a); Cal. Ins. Code §§ 10603-10604.

% Cal. Health & Saf. Code § 1368.02.

%* Cal. Health & Saf. Code § 1368.

% Cal. Ins. Code § 101453,

% Cal. Health & Saf. Code §§ 1374.30-1374.36; Cal. Ins. Code §§ 10169-10169.5.

67 Laudicina, Gardner and Crawford, “State Legislative Health Care and Insurance Issues: 2008 Sutrvey of
Plans.”

Berkeley Center on Health, Economic & Family Security | Reforming the Private Insurance Market: Lessons from California



University of California, Berkeley
School of Law

2850 Telegraph Avenue, Suite 500 # 7220
Berkeley, CA 94705-7220

510.643.2335
www.law.berkeley.edu/chefs.htm

Berkeleylaw

UNIVERSITY OF CALIFORNIA

Berkeley Center on Health,
Economic & Family Security

University of California, San Francisco
3333 California Street, Suite 265

San Francisco, CA 94118
415.476.4921
http://ihps.medschool.ucsf.edu

Philip R. Lee Institute for Health Policy Studies
University of California San Francisco

Health Policy Research: Making a Difference in People’s Lives

Berkeley Center on Health, Economic
& Family Security

The Berkeley Center on Health, Economic & Family Security
(Berkeley CHEFS) is a research and policy center at the
University of California, Berkeley, School of Law and the first of
its kind to develop integrated and interdisciplinary policy solu-
tions to problems faced by American workers and families.
Berkeley CHEFS works on increasing access to health care,
improving protections for workers on leave from their jobs,
supporting workers in flexible workplaces, and ensuring that

seniors are secure during retirement.

Philip R. Lee Institute for Health
Policy Studies

The Philip R. Lee Institute for Health Policy Studies was founded
in 1972 at the University of California, San Francisco. The
Institute’s mission is to contribute to the solution of complex and
challenging health policy problems through leadership in health
policy and health services research, education and training,
technical assistance, and public service. The Institute conducts,
synthesizes, and translates research among multiple academic
disciplines and fields to provide a base of evidence to share with

people who make decisions about health and health care.

Janet M. Coffman, M.A., M.P.P., Ph.D., isan

Assistant Professor in the Philip R. Lee Institute for Health Policy
Studies and the Department of Family and Community
Medicine at UCSE





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


