Small-biz survival isissuein health-care reform-July 1996

With the culmination of thisyears Arizona Legidature, outsde of any specid sessons, it
became gpparent that nothing new was going to hagppen in the way of meaningful hedth-care reform.

It seemed as though the “ specia interests’ had burned themsdlves out over the past two years
trying to get anything passed.

In retrospect, these same interests wanted to change too much too soon and were thwarted in
their attempt. The redity isthat dl those who want hedlth-care reform, basicaly, want their piece of the
hedlth-care dollar.

Y ou seg, the driving force for system reform is not so much about covering the uninsured, which
isimportant, but that of the interests of business and codt.

The marketing of hedlth care seemsto revolve around paying tribute to the “ qudity of care’ or
“hasde-freg’ sarvice,

Unfortunately, the “vaue’ of hedth careis one thing, the bottom line is another.

And it's dso the bottom line when it comes to employers providing a benefit such as hedth
care.

Theissue of codt, and thus “economic surviva” for the smal employer, isthe primary reason for
not providing benefits.

Some may il argue that access to hedlth careisthe issue and not cost, however, with nearly
100 *“accountable hedth plans’ available, there is something available for any employer, insurable or
otherwise.

Unfortunately, it is difficult for our lawmakers to relate to issues such as cost and access, when
their benefits dready are subsdized.

It isnot astandard practice for employersto subsidize the entire cost of a benefit, such as hedlth
insurance. In fact, some employerswon't provide hedlth insurance, whatever the cost.

The Arizona economy may be booming, but the profit margins are thin, especially inthe
construction trades.

To prove my point, acompany with 30 employees asked me for a proposa for agroup heath
plan. | suspected that there was little or no intent, on the part of the employer, to participate in the
premiums. | provided the company with a $60 employee premium, and their response was that thiswas
too high!

The issue hereisthat our Legidature can pass dl the headth-care reform bills they want to and
there il will be any number of people who will be uninsured.

There are, bascaly, sx kinds of people who will be uninsured a some point in their lives, if not
forever. Thefird are those that are between jobs or are the victims of corporate downsizing. Any
number of these cannot afford the cost of COBRA and/or obtain a short-term hedth policy, which does
not cover pre-exigting conditions.

Next are the young and hedlthy. This group won't purchase hedth care a any price.

If it is provided free, then that is OK, but if it infringes on their lifestyle then that is another
meatter. |saso these same young and healthy people who, should they become sick or pregnant, expect
to be covered immediately.

The next group of uninsured are at the other end of the hedlth spectrum. These arethe
medicaly uninsurable, whose pre-exigting conditions preclude them from obtaining a private hedlth plan.

| recently received arequest from an individua for hedlth insurance who, two weeks prior, had been



scheduled for radiation treatment.

The fourth group, which is growing at a seemingly rgpid pace includes those who have an
exiding hedlth condition that prevents them from getting insurance, but can afford to pay for it, if it were
offered.

They are primarily the sdf-employed or individuas working for employers who do not provide
benefits. Asareallt, if they are ableto obtain an individua hedlth policy, they are frustrated a having
their preexisting conditions ridered or excluded from coverage.

The fifth group includes spouses and/or children of the primary breadwinner, who are unable to
afford the dependent premium that is offered by their employer. The actua numbers of employee
dependents who are not covered for this very reason is staggering.

The find uninsured group includes the “working poor”, who tend to put astrain on the
emergency rooms across the Vdley while they try to maintain their version of “continuum of care”

These untenable scenarios will, seemingly, continue to complicate the issue of hedth-carereform
as long as the hedlth-care system remains cogt-driven. Theissue of cost is supported by the continua
“screening process’ for group and individua hedth insurance by some of the largest purveyors of hedlth
care.

It is aso supported by the physicians and hospitals being “managed” into supplying their
services below cost.

And it's supported by the discounts to Medicare and Medicaid, resulting in cost-shifting to the
traditiona indemnity plans.

Asthe cost of hedlth care escdates, and it will, and more people become uninsured, our
confluent insurance industry will be forced to better “manage’ their risk, or risk being “managed.”



