.Reform Matters

Bare-Bones Health Plans:
Is Something Better than Nothing?

Some states currently allow private insurance companies to sell bare-bones health insurance
plans—policies that offer limited benefits and minimal coverage in exchange for less-
expensive premiums.” While these basic plans do offer individuals some coverage, they also
expose plan enrollees to significant levels of health and financial risk. Due to their specific
health care needs and patterns of use, women are particularly ill-served by these plans. Health
reform that promotes bare-bones health plans as a means of expanding affordable health
coverage is a move in the wrong direction and will only increase the number of underinsured
Americans—individuals who are more likely to go without needed care because of their
insurance plan’s inadequate coverage.

What Are Bare-Bones Health Plans and How Do They Work?

Bare-bones health insurance plans are intended to appeal to individuals who want

some insurance coverage, but who cannot afford or do not wish to pay for higher-priced
comprehensive plans.? Bare-bones plans typically offer limited coverage that excludes many
critical services. Bare-bones policies are generally sold at significantly lower prices than
traditional plans with more comprehensive health benefits. But in return for lower premiumes,
individuals covered under these plans will likely find themselves with:

" Fewer benefits. Bare-bones health insurance includes fewer benefits than traditional
health insurance plans. For example, these plans may exclude coverage for prescription
drugs, mental health or substance abuse treatment, maternity services, or cancer care.

=" More limitations on benefits that are covered. Bare-bones policies often limit the
coverage on the benefits that are provided. While even traditional health plans place
some limits on coverage, the restrictions that some bare-bones plans impose on
benefits are often more severe. For example, many traditional health insurance plans do
not limit the number of days a person can be in the hospital, nor do they impose annual
coverage limits. In contrast, bare-bones policies often cap hospital coverage at a certain
number of days in a year and usually only cover a certain amount of costs incurred
during a hospital stay. Individuals enrolled in these plans are thus left to pay, often in full,
any costs incurred for longer hospital stays or for treatment expenses above the annual
coverage limit. This can leave families with thousands of dollars in medical bills—even
though they technically have health insurance.?

a® Higher levels of out-of-pocket spending. Bare-bones plans often have high
deductibles, co-pays, and other cost-sharing requirements. Some bare-bones plans, for
example, include deductibles of $1000 or more for an individual, or several thousands
of dollars for a family.* Because of these high out-of-pocket expenses, individuals may
be required to pay large medical bills before their insurance begins to cover costs. Some
health plans, often called “high deductible health plans,” also have steep out-of-pocket
costs and high deductibles.> However, these plans typically do not have the skimpy
benefit packages and limits on coverage characteristic of bare-bones policies.

Employers may offer bare-bones health plans to their workers as a lower-cost option
alongside more traditional coverage plans, or they may provide bare-bones health coverage
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as the only option for employees. This type of health plan may be particularly appealing

to small businesses since these businesses have the most difficulty obtaining affordable
coverage for their workers. Indeed, many states have enacted laws explicitly allowing insurers
to market bare-bones health plans to small businesses—these laws are sometimes called
“mandate-lite,"“limited-benefit,” or “mandate-free” laws because the plans are exempt from
many of the state’s health benefit mandates (i.e. requirements that insurers include coverage
for certain important health benefits in the policies that they sell).* Women might also
purchase a bare-bones health plan directly from an insurer through the individual insurance
market.” In general, the health plans that are available through the individual insurance
market have more limited benefits and require greater levels of cost-sharing than employer-
provided health insurance, though not all individual market plans are bare-bones health
plans.

Bare-Bones Plans: A Bad Deal for Women and Families

Due to the lack of coverage for many health benefits and the limited coverage on included
benefits, bare-bones plans present women and their families with significant health and
financial risks.

" The limited benefits offered under bare-bones plans disproportionately affect
women'’s access to health care, including preventive health care services.

Bare-bones health plans may fail to cover basic health care services essential to a
woman’s health. On average, women have greater health care needs than men.

In particular, women have reproductive health needs that require regular medical
visits including maternity care and pre- and post-natal care. Additionally, women of
all ages are more likely to take prescription drugs on a regular basis, including oral
contraceptives. Women also suffer from certain conditions at higher rates than men,
including chronic conditions that require regular treatment such as arthritis, asthma,
and diabetes.’

Because of the unique health needs women have, they require comprehensive health
insurance that can adequately cover these needs. But bare-bones health plans often
exclude certain benefits that are a critical part of maintaining women'’s health, including
prescription drug coverage and maternity care. Women may be less likely to access
preventive care such as regular primary care visits and annual gynecological exams if
these critical preventive services are not covered under bare-bones plans.

" Limited coverage and caps on existing benefits put women at increased financial
risk.

Women are more likely than men to have a chronic condition that requires ongoing
treatment, and even healthy women use more health care services than men.'* Women,
therefore, need health insurance that covers their health care needs without leaving
them with thousands of dollars of unpaid medical bills.

Bare-bones plans leave women with significant financial risk because these plans may
not cover a woman’s full health care costs. For example, while many bare-bones plans
purchased on the individual market exclude coverage for maternity care altogether,
those plans that do offer coverage often impose severe limits."" Under these limitations,
even routine pregnancies could leave a woman responsible for significant out-of-pocket
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costs. More complicated pregnancies could leave a woman with limited resources in
serious debt.

Women who have high health care expenses—such as those with disabilities, chronic
conditions, and serious illnesses—are most likely to be negatively affected by the limited
coverage and caps on benefits. These individuals generally have higher health care costs,
which might exceed the low limits of bare-bones plans. For example, a woman who is
admitted into the hospital for multiple days as a result of a severe asthma attack may

be left with thousands of dollars in medical bills because her bare-bones plan imposes
limits (either in days or dollar amounts) on inpatient hospital stays. Additionally, some
plans cover only 5 or 6 visits per year for radiation therapy for cancer.”>? Women who
suffer from cancers such as breast cancer and need radiation therapy, however, usually
require 5 visits per week over the course of numerous weeks.

LESSENS FROM THE STEss

“Cover Florida” Creates Bare-Bones Plans to Expand Coverage to the

Uninsured
With close to 4 million uninsured residents—one of the highest uninsured rates in the
country—Florida faces significant challenges in providing residents with affordable,
adequate health care coverage. To address this growing problem, Governor Charlie Crist
signed a law in May 2008 that allows insurance companies to offer stripped-down plans
to state residents between the ages of 19 and 64 who have been uninsured for six months
or longer. All insurance carriers who participate in the program must offer one plan with
catastrophic and inpatient coverage and one without these benefits. Neither of the
plans will cover important benefits such as treatments for cancer or mental illness.” By
offering a less valuable, limited benefit package, insurance companies can offer policies
for approximately $150 a month, a cost considerably lower than the average price of
a traditional, comprehensive health policy.”® However, individuals who want coverage
for excluded services would have to purchase supplemental insurance.’ Participating
insurers are expected to introduce Cover Florida plans in early 2009.%°

The “Cover Florida” plan is not the state’s first attempt at introducing bare-bones plans
as a solution to its health care problems. In 2002, the state implemented “Health Flex,”

a program that allowed insurers to offer limited-benefit plans to low-income residents.
Today, only 3 of Florida’s 67 counties offer Health Flex plans, and the program has had
very low enrollment rates, an experience shared by other states who have allowed
insurers to sell bare-bones policies.?’ Reports have suggested that individuals may not
consider these plans to be worth the money.?? The vast majority of individuals who have
Health Flex plans use subsidies provided by counties. In fact, Health Flex’s 2007 annual
report acknowledged that the future of the Health Flex Program depended largely on the
availability of government or private funding sources to subsidize part of the program’s
costs.” Unlike Health Flex plans, however, Cover Florida plans will not offer enrollees any
subsidies to help pay the $150 monthly premium.?* This lack of subsidies, along with the
limited benefits, further decrease the chance that Cover Florida will be an affordable,
adequate health care option for Florida residents.
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a® High cost-sharing makes bare-bones plans unaffordable for lower-income women
and their families.

On average, women earn less than men. They also typically need and use more health
services." It is not surprising, then, that women report more difficulty paying for health
care than men. Because of the challenges women face paying for health care costs,
affordability is a key component to whether a woman is able to obtain the health care
services she needs. The high cost-sharing requirements of bare-bones plans—including
premiums, co-pays, and deductibles—Ileave women with high out-of-pocket expenses
for health care. Especially for low-income women, this may be more than they can
afford. While premiums for bare-bones health plans may be lower than those for more
comprehensive coverage, the money saved on lower premiums of bare-bones plans

is often spent on higher deductibles and other forms of cost-sharing involved in bare-
bones plans. These cost-sharing mechanisms, such as co-pays and deductibles, may also
lead women to avoid needed health care.'> One study, for example, found that some
women decided to forgo mammograms altogether when required to contribute even a
small co-pay of $10 to $20.¢

Bare-Bones Plans Are Not Good Health Reform
Bare-bones plans are a risky deal for women and their families and fail to offer an effective
solution to the growing number of uninsured and underinsured in America.

Pursuing bare-bones health plans as a reform strategy will do little to reduce the
number of uninsured Americans. Instead, these plans will increase the number of
underinsured Americans. Historically, limited-benefit products have not sold well.>> Many
insurers are reluctant to sell bare-bones policies, and consumers—aware of the many
problems with this type of coverage—are uninterested in buying them. Those that do
purchase these plans will join the ranks of the 25 million underinsured Americans—
individuals who have health coverage that does not adequately protect them from high
medical expenses.?® According to a recent study, more than half of the underinsured go
without needed care—including not seeing a doctor when sick, not filling prescriptions, and
not following up on recommended tests or treatment.”

Bare-bones plans will further segment the health insurance market and will not help
control rising health care costs. Bare-bones plans are intended for those individuals in
good health who think they won't need comprehensive coverage. Therefore, these plans will
lead healthy, low-cost enrollees away from plans with comprehensive coverage and leave
sicker and poorer Americans concentrated in traditional, comprehensive insurance plans.?®
This division of the pool of insured people fails to spread medical risk between those with
high and low medical expenses. As a result, the premiums for those in traditional plans may
significantly increase.

The high out-of-pocket costs that accompany bare-bones plan may compel financially-
concerned individuals to delay or forgo preventive care. This may lead to the development
or worsening of illnesses, which the health care system will have to address at a later stage.
Treatment for these advanced conditions will likely be far more expensive than the cost of
preventing theillness in the first place.
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|@" What Can Women’s Advocates Do?

Women’s advocates can spread awareness about the risks and dangers of bare-bones health
plans, and explain why these plans will not help solve America’s health care problems.
Bare-bones health plans lack coverage for important health benefits and place limits on the
benefits that are covered. Consequently, these health plans present women and their families
with significant health and financial risks. Promoting bare-bones health plans will not lead to
reductions in America’s overall health care costs, but will lead to an increase in the number of
underinsured Americans.
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