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I. CURRENT REGULATORY ACTIVITY 

S t a t e  r e g u l a t i o n  o f  i n d i v i d u a l  h e a l t h  i n s u r a n c e  has  i n c r e a s e d  

g r e a t l y  i n  r e c e n t  y e a r s ,  bo th  i n  s cope  and i n t e n s i t y .  The need to  

comply w i t h  r e g u l a t i o n s  has  become t h e  dominant  o b j e c t i v e  i n  bene -  

f i t  d e s i g u  and p r i c i n g  o f  i n d i v i d u a l  h e a l t h  c o n t r a c t s .  T h i s  s h i f t  

away f rom t h e  dominance o f  m a r k e t  f o r c e s  r e s u l t s  f rom the  e x t e n s i o n  

o f  r e g u l a t i o n  t o  a l m o s t  e v e r y  a s p e c t  o f  t he  d e v e l o p m e n t  and m a r k e t -  

i n g  p r o c e s s e s .  

S t a t e  r e g u l a t i o n  has  grown so  as  to  i n f l u e n c e  o r  manda te  t h e s e  

i t e m s ,  among o t h e r s :  

The b e n e f i t s  t h a t  may o r  must  be o f f e r e d  

The way t h a t  c o n t r a c t  t e r m s  must be s t a t e d  

The minimum " r e t u r n "  to  p o l i c y h o l d e r s  

P e r m i s s i b l e  r i s k  c l a s s e s  

S a l e s  m a t e r i a l s ,  p r o d u c t  names ,  e t c .  

Mandated b e n e f i t s .  T h i s  f a c e t  o f  r e g u l a t i o n  i s  c o m p r i s e d  o f  r e -  

q u i r e d ,  p e r m i t t e d ,  and p r o h i b i t e d  b e n e f i t s ,  The s t r e s s  has  been on 

r e q u i r e d  c o v e r a g e  o f :  t r e a t m e n t  f o r  a l c o h o l i s m  and drug  a b u s e ;  ex-  

panded o u t p a t i e n t  p r o g r a m s ;  expanded s k i l l e d  n u r s i n g  c a r e  to  c o v e r  

t h a t  c a r e  i n  o t h e r  f a c i l i t i e s ;  o u t p a t i e n t  n e r v o u s  and menta l  con-  

d i t i o n s ;  home h e a l t h  c a r e  v i s i t s ;  k i d n e y  d i a l y s i s  and t r a n s p l a n t  

s u r g e r y  e x p e n s e s ;  c e r t a i n  p r e g n a n c y  b e n e f i t s .  In  a d d i t i o n ,  t h e r e  

has  been a g e n e r a l  e x p a n s i o n  o f  t h e  d e f i n i t i o n  o f  " p h y s i c i a n . "  Now 

i n c l u d e d  a r e  c h i r o p r a c t e r ,  p o d i a t r i s t ,  c h i r o p o d i s t ,  d e n t i s t ,  optome-  

t r i s t ,  o s t e o p a t h ,  and p s y c h o l o g i s t ,  b e s i d e s  M.D., i n  g e n e r a l ,  any 
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" l i c e n s e d  p r a c t i t i o n e r  o f  t he  h e a l i n g  a r t s . "  

S t a t e m e n t  o f  c o n t r a c t  t e r m s .  T h i s  a s p e c t  o f  r e g u l a t i o n  i n v o l v e s ,  

i n  a d d i t i o n  to  t h e  a l r e a d y  s t a n d a r d i z e d  u n i f o r m  p o l i c y  p r o v i s i o n s ,  

r e q u i r e m e n t s  as  to  s t r u c t u r e ,  p l a c e m e n t ,  t y p e  s t y l e ,  e m p h a s i s ,  and 

r e a d i n g  e a s e  o f  t h e  p o l i c y  c o n t r a c t  form.  At l a s t  c o u n t ,  abou t  two 

dozen  s t a t e s  had e n a c t e d  r e a d a b i l i t y  r e q u i r e m e n t s  o r  had begun to  

d e v e l o p  them. A model law has  been d e v e l o p e d ,  c a l l i n g  f o r  a P l e s c h  

r e a d a b i l i t y  s c o r e  o f  a t  l e a s t  40.  Some s t a t e s  have  adop ted  t h i s  

s t a n d a r d ,  b u t  a t  l e a s t  one r e q u i r e s  50 and a n o t h e r  i s  c o n s i d e r i n g  

a s c o r e  o f  60 f o r  i t s  t e s t .  

Minimum l o s s  r a t i o s .  Model r a t e  f i l i n g  g u i d e l i n e s  have been d e v e -  

l o p e d ,  s e t t i n g  up a g r i d  o f  l o s s  r a t i o  minimums,  a c c o r d i n g  to  p l a n  

t y p e  and r e n e w a b i l i t y  p r o v i s i o n .  A number o f  s t a t e s  have  r e v i s e d  

t h e i r  p o s i t i o n s  on t h i s  q u e s t i o n  w i t h i n  t h e  l a s t  f i v e  y e a r s ;  p r i o r  

to  t h a t  most  used  a 50% l o s s  r a t i o  t e s t ,  o r  had no t e s t  a t  a l l .  

The model law r e p r e s e n t s  an e f f o r t  to  a c h i e v e  g r e a t e r  u n i f o r m i t y  

among j u r i s d i c t i o n s .  The p o p u l a r  p r e s s  h a s  t ended  t o  make l o s s  

r a t i o  c o m p a r i s o n s  a t e s t  o f  t he  s u i t a b i l i t y  o f  an i n s u r a n c e  p l a n ,  

w i t h o u t  r e g a r d  to  i n d i v i d u a l  n e e d s ,  r e s o u r c e s ,  o r  method o f  s a l e  o f  

the  p r o d u c t .  Among i t s  s h o r t c o m i n g s ,  such an approach  t ends  to  i g -  

n o r e  t h e  d i s t i n c t i o n  be tween  group  ( w h o l e s a l e )  and i n d i v i d u a l  ( r e -  

tail) marketing situations. 

C l a s s i f i c a t i o n  o f  r i s k s .  Q u e s t i o n s  have been  r a i s e d  as  to  w he the r  

a g e ,  s e x ,  o r  m a r i t a l  s t a t u s  may c o n t i n u e  to  be used  as  t h e  b a s e s  f o r  

premium d i f f e r e n t i a t i o n .  Also ,  b e n e f i t s  may not  v a r y  f o r  t h e s e  

- 6 9  - 



c l a s s e s .  For i n s t a n c e ,  f e m a l e s  must  be o f f e r e d  the  same d i s a b i l i t y  

b e n e f i t s  made a v a i l a b l e  t o  m a l e s ;  p r e g n a n c y  b e n e f i t s  must  be 

o f f e r e d  to  i n d i v i d u a l l y  i n s u r e d  f e m a l e s ,  no t  j u s t  where both  

s p o u s e s  a re  c o v e r e d .  Hand icapped  p e r s o n s ,  i n c l u d i n g  t h o s e  w i t h  

" s t a b i l i z e d "  d i s a b i l i t i e s ,  must no t  be p r e v e n t e d  from o b t a i n i n g  

c o v e r a g e  a t  a r e a s o n a b l e  c o s t .  Maximum premiums  f o r  poo led  u n i n -  

s u r a b l e  r i s k s  may be manda t ed  by r e g u l a t i o n .  

S a l e s  m a t e r i a l s ,  p r o d u c t  names r e t c .  The s t r i c t u r e s  a p p l i e d  h e r e  

a r e ,  f o r  the  most  p a r t ,  n o t  new. O u t l i n e s  o f  c o v e r a g e  a r e  r e q u i r e d  

more o f t e n ,  somet imes  w i t h  more demanding r e a d a b i l i t y  s t a n d a r d s  

t h a n  t h o s e  f o r  t h e  c o n t r a c t  i t s e l f .  P o l i c i e s  may be r e q u i r e d  to  

meet  c e r t a i n  b e n e f i t  s t a n d a r d s  in  o r d e r  t o  u s e  p a r t i c u l a r  l a b e l s .  

A few s t a t e s ,  f o r  i n s t a n c e ,  have p r o h i b i t e d  t h e  use  o f  t h e  p r o d u c t  

name " M e d i c a r e  Supp lemen t "  u n l e s s  c e r t a i n  b e n e f i t  l e v e l s  a r e  p r o -  

v i d e d ,  a t  l e a s t  t he  same k i n d s  o f  b e n e f i t s  c o v e r e d  by M e d i c a r e .  

R e g u l a t i o n  i s  s t e a d i l y  e x p a n d i n g  in  s c o p e .  Claim s e t t l e m e n t  

p r a c t i c e s  have  been t h e  o b j e c t  o f  r e g u l a t o r y  s c r u t i n y  i n  t h e  p a s t ,  

bu t  now t h e r e  i s  i n c r e a s e d  concern  f o r  m e d i c a l  r e c o r d  p r i v a c y ,  a t  

t h e  t i m e  o f  i s s u e  a l s o .  D i s c l o s u r e  o f  u n d e r w r i t i n g  p r o c e d u r e s  i n -  

v o l v i n g  the  Medical  I n f o r m a t i o n  Bureau must be r e v e a l e d  to  t h e  

a p p l i c a n t .  

The g e n e r a l  e f f e c t s  o f  i n c r e a s e d  s t a t e  r e g u l a t o r y  a c t i v i t y  

have  been mixed.  I t  i s  d i f f i c u l t  to  c h a l l e n g e  the  g o a l s  o f  t h i s  

r e g u l a t i o n .  In p r a c t i c e ,  however ,  i t  p r o d u c e s  c o n s i d e r a b l e  h a r d -  

s h i p  f o r  most i n s u r e r s .  " H a r d s h i p "  means i n c r e a s e d  c o s t s ,  e x t e n d e d  
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t ime f rames f o r  p roduc t  de ve lopme n t ,  s lower  a c t i o n  on r e q u e s t s  fo r  

r a t e  i n c r e a s e s .  Requi red  p o l i c y  form v a r i a t i o n s  have m u l t i p l i e d ;  

the  use o f  endorsements  or  amendments to  s t a n d a r d  forms may be 

found i n c r e a s i n g l y  u n a c c e p t a b l e .  

S t a t e  s t r a t e g i e s  a r e  b e i n g  adopted  by the  conrpunies.  For o n e  

t h i n g ,  mandated b e n e f i t s  and minimum l o s s  r a t i o s  may d i f f e r  s i g n i -  

f i c a n t l y ,  so t h a t  the  d i f f e r e n c e s  cannot  be absorbed  on an e q u i t a b l e  

b a s i s  w i t h i n  a s i n g l e  p l an  code o r  r a t i n g  s t r u c t u r e .  For a n o t h e r ,  

c l a i m s  e x p e r i e n c e  may va ry  s u b s t a n t i a l l y  by g e o g r a p h i c a l  a r e a ;  use 

o f  a rea  r a t i n g  t ends  to  conc e a l  some o f  the d i f f e r e n c e s .  Some 

s t a t e s  want l o s s  e x p e r i e n c e  f o r  t h e i r  r e s i d e n t s  t o  be r e p o r t e d  se-  

p a r a t e l y .  T h i s  r equ i r emen t  r e l a t e s  to  minimum l o s s  r a t i o  t e s t s .  

Expected l o s s  r a t i o s  may be compared wi th  a c t u a l  r e s u l t s ,  as a t e s t  

o f  the  a s s u m p t i o n s  in  the  i n i t i a l  r a t e  f i l i n g .  

Depending on the  scope o f  t he  cumpany's m a r k e t i n g  o p e r a t i o n s ,  

a p o i n t  i s  r eached ,  sooner  or  l a t e r ,  where compl iance  a c t i v i t i e s  

become as complex as t h o s e  o f  a m u l t i n a t i o n a l  c o r p o r a t i o n .  I t  i s  a 

c r e d i t  to  t h e  commitment o f  t he  h e a l t h  i n su rance  i n d u s t r y  t o  i t s  

p o l i c y h o l d e r s '  needs t h a t  so many i n s u r e r s  have chosen  to  meet the  

c h a l l e n g e  o f  the  e v o l v i n g  r e g u l a t o r y  environment  and s t a y  i n  the 

b u s i n e s s .  Of cour se ,  not  a l l  i n s u r e r s  have done t h i s .  Some have 

withdrawn from c e r t a i n  s t a t e s ,  w h i l e  a few have dropped t h e i r  i n d i -  

v i d u a l  h e a l t h  i n s u r a n c e  l i n e s  c o m p l e t e l y .  

The e f f e c t s  o f  r e g u l a t i o n  on the  d i s t r i b u t i o n  sys tem dese rve  

more a t t e n t i o n .  F ~ r k e t i n g  c u t b a c k s  have hu r t  the a g e n t s .  F i r s t ,  

c e r t a i n  p r o d u c t s  have been d ropped .  Or they have been r e d e s i g n e d  
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w i t h  more l i m i t e d  b e n e f i t s  and g u a r a n t e e s ,  and o f  c o u r s e ,  w i t h  

lower  c o m m i s s i o n s .  Agen t s  s p e c i a l i z i n g  in  h e a l t h  i n s u r a n c e  must 

now s e l l  h i g h e r  c o s t  p o l i c i e s  wi th  a t t a i n e d  age  premiums i n  r e t u r n  

f o r  lower  c o m p e n s a t i o n .  Some o f  t he  p r e s s u r e  comes from i n f l a t i o n ,  

some from competition, the rest from minimum loss ratio require- 

ments. 

Minimum l o s s  r a t i o  r e g u l a t i o n s  i n d i r e c t l y  c o n t r o l  t h e  expense  

f a c t o r ;  t h e y  a l s o  l i m i t  t h e  m a r g i n  f o r  p r o f i t  and c o n t i n g e n c i e s .  

In  f a c t ,  a p r o d u c t  l i k e  n o n - c a n  d i s a b i l i t y  income canno t  e v e n  be 

s o l d  i n  a s t a t e  w i t h  a minimum l o s s  r a t i o  o f  65%, w i t h o u t  a s p e c i a l  

d i s p e n s a t i o n .  

Consumers a r e  a f f e c t e d  by r e g u l a t i o n s  a t  l e a s t  as  much as  t he  

i n s u r e r s  and t h e i r  a g e n t s :  (1) some p r o d u c t s  w i l l  become u n a v a i l -  

a b l e  due to  r e g u l a t o r y  s t r i c t u r e s ;  (2) c o s t s  o f  c o m p l i a n c e  w i l l  

have  to  be p a s s e d  on to the  p o l i c y h o l d e r s ;  (3) a g e n t s  can be ex -  

p e c t e d  t o  p r o v i d e  l e s s  s e r v i c e ;  (4) l o n g e r  p e r i o d s  may be needed 

f o r  c l a i m  s e t t l e m e n t .  The consumer  w i l l  be p a y i n g  f o r  t h e  e n l a r g e d  

r e g u l a t o r y  s t a f f  a s  we l l  as  f o r  t he  e n l a r g e d  c o m p l i a n c e  s t a f f s  

needed  by i n s u r e r s .  But t h e n ,  t h i s  c o n d i t i o n  p e r v a d e s  ou r  

society. What else is new? one well may ask. 

I I .  A CANCER CARE POLICY 

Cancer  c a r e  p o l i c i e s  have become v e r y  p o p u l a r  among t h e  p u b l i c .  

Cons ide r  t h e s e  r e s u l t s  f o r  t h e  l e a d i n g  w r i t e r  o f  t h i s  c o v e r a g e ,  t he  

American,  Fami ly  L i f e  A s s u r a n c e  Company o f  Columbus ( C a . ) .  The 
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t a b l e  be low shows premiums and c l a i m s ,  as  r e p o r t e d  in  t h e  Argus  

Char t  I f o r  h e a l t h  i n s u r a n c e ,  f o r  t h e  g u a r a n t e e d  r e n e w a b l e  c a t e g o r y ,  

which i s  m o s t l y  c a n c e r  c o v e r a g e .  

Amer i can  F a m i l y  L i f e  A s s u r a n c e  Company 

G u a r a n t e e d  Renewable B u s i n e s s  
(Amounts i n  O00 ' s )  

C a l e n d a r  Premiums Cla ims Loss 
Year  Earned  I n c u r r e d  Ra t io  

1978 $220,439 $107,487 48.8% 

1977 169,816 73,466 43.3 

1976 127 ,550  49,706 39.0  

1975 81,092 33,484 41.3 

1974 55,261 22,964 41.6 

1973 45,107 17,035 39.5 

1972 51,874 12,026 37.7 

1971 22,915 8,511 37.1 

1970 15,139 5,725 57.8 

1969 10,550 4 ,300 40.8  

Huch c o ~ a e n t a r y  h a s  been p u b l i s h e d  on t h e  c a n c e r  c a r e  p o l i c y .  Des-  

p i t e  t h e  e v i d e n c e  o f  i t s  p o p u l a r i t y ,  i t  i s  d i f f i c u l t  to  f i n d  a k i n d  

word abou t  i t  f rom i n s u r a n c e  r e g u l a t o r s ,  consumer  a d v o c a t e s ,  o r  t h e  

2 p o p u l a r  p r e s s .  At l e a s t  one ~ t a t e  p r o h i b i t s  i t s  s a l e ,  w h i l e  o t h e r s  

r e q u i r e  t h a t  i t  be so ld  o n l y  wi th  a c o m p r e h e n s i v e  b a s i c  c o v e r a g e  f o r  

3 a l l  c a u s e s .  

The t h i n k i n g  which u n d e r l i e s  t h e  o p p o s i t i o n  to  c a n c e r - o n l y  i n -  

s u r a n c e  seems to  i n c l u d e  t h e  f o l l o w i n g  o b j e c t i o n s :  ( I )  t h e  method 

1Argus Cha r t  o f  H e a l t h  I n s u r a n c e ,  The N a t i o n a l  U n d e r w r i t e r  Company, 
C i n c i n n a t i ,  Ohio. 

2See [20]. 3See [24]. 
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o f  sale is  unacceptable, tha t  i s ,  "scare t a c t i c s "  are said to be 

used or  b e n e f i t  l e v e l s  m i s r e p r e s e n t e d ;  (2) the r e t u r n  to the p o l i -  

cyho lder ,  measured by the l o s s  r a t i o ,  appears  inadequa te ;  (3) a 

l a r g e  p r o f i t  f a c t o r  ob t a in s  ( the  success  of  one company and the 

s a l a r y  of  i t s  CE0 are  o f t en  c i t e d 4 ) .  

P o s s i b l e  responses  to t he se  o b j e c t i o n s  i n c l u d e :  (1) a l l  i n s u r -  

ance i s  purchased out o f  concern fo r  or f e a r  o f  f i n a n c i a l  l o s s ;  

(2) b e n e f i t s  under most cancer  p lans  a re  des igned  and a d v e r t i s e d  

to be supplemental  cove rages ;  (3) low premium, low frequency r i s k s  

w i l l  r e s u l t  in  r e l a t i v e l y  h i g h e r  expense components and lower loss  

r a t i o s ;  (4) many companies have s u f f e r e d  l o s s e s  on t h e i r  cancer  

p l ans .  For example, in  an apparen t  e f f o r t  to meet o b j e c t i o n s  l i k e  

t h e s e ,  a t  l e a s t  one company has a t t ached  a r e t u r n  o f  premium r i d e r  

to  i t s  cancer  po l i cy ,  an approach u n l i k e l y  to  r e s u l t  in e x c e s s i v e  

p r o f i t s .  

Hore and more companies now o f f e r  cancer  p o l i c i e s .  I f  your 

company does not ,  d o n ' t  be s u r p r i s e d  i f  your marke t ing  committee 

b r i n g s  up the  ques t ion :  Shal l  we develop and market a cancer  plan? 

I f  p r e l i m i n a r y  c o n s i d e r a t i o n s  - -company's  image, company's d i s t r i -  

bu t ion  sys tem,  r e g u l a t o r y  i m p a c t s - -  can be accommodated s a t i s f a c -  

t o r i l y ,  work may begin .  

The f i r s t  phase o f  development i s  to s e t  the b e n e f i t  s t r u c t u r e .  

Cancer b e n e f i t s  c u r r e n t l y  be ing  marketed should be s tud ied .  Two 

main approaches can be i d e n t i f i e d .  T),pe A i s  most popular  and pro-  

v ide s  de f ined  or scheduled b e n e f i t s  by s e r v i c e  ca t ego ry .  T~'pe B 

4See [20],  page 17. 
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i s  l e s s  used and pays lump-sum b e n e f i t s  by type of  cancer .  A sam- 

ple  o f  Type A b e n e f i t s  u s u a l l y  includes these  i tems: 

Hospi ta l  d a i l y  b e n e f i t s :  $50 per day, f i r s t  7 days; $30 

a day a f t e r  t ha t .  Includes  common a n c i l l a r y  s e r v i c e s .  

New s t ay  begins i f  p a t i e n t  i s  out of  h o s p i t a l  fo r  a t  

l e a s t  30 days.  

Drugs and medicines:  Often pays ac tua l  charges up to 10% 

of  the hosp i ta l  d a i l y  be ne f i t  payable.  

Specia l  nurs ing  s e r v i c e s :  Up to $24 d a i l y ,  $1,000 max. 

Blood and blood plasma: Actual charges ,  $300 l i f e t i m e  

maximum, but no limit for  leukemia. 

Anes thes ia :  Up to $70 per  ope ra t ion ,  but  $30 for  skin 

cancers .  

Ambulance: Up to $50 per  confinement,  $500 maximum. 

Radioac t ive  therapz:  Up to $1,000; some plans  pay the 

same for  chemotherapy. 

Phys ic ians  v i s i t s  in h o s p i t a l :  Up to $10 per  v i s i t  (one 

visit per day) and $600 maximum. 

Surgical procedures: By schedule, up to $500 maximum. 

T r a n s p o r t a t i o n :  By a i r  or r a i l  to d i s t a n t  t rea tment  cen- 

t e r s ,  up to $500 maximum. 

Other f e a t u r e s  sometimes found include:  "bonus" payment of 10% o f  

c la im amount to cover  non-medical loss ;  r e t u r n  of  a l l  premiums i f  

death occurs before  age 65; s h i f t  to 100% b a s i s  a f t e r  90 days in 

h o s p i t a l ,  with monthly maximum of $5,000. A f u r t h e r  option may 

allow b e n e f i t s  to be paid as i f  for  loss of  t ime ,  to avoid poss ib le  

bene f i t  reduct ion  through a pp l i c a t i on  of  COB prov i s ions  in other  

coverage the insured may have.  

The above bene f i t  a r r a y  has been found accep tab le  in most 

s t a t e s ;  spec i f i ed  minimum b e n e f i t s  Cas in Ca l i fo rn i a )  may be expec- 
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ted to increase periodically as inflation boosts costs. 5 Variations 

of Type A can also be found. One variation provides the same ser- 

vices without the internal limits, only an overall maximum of 

$10,000 or $20,000. Such a structure may become unworkable; it re- 

quires as much re-rating activity as a major medical product, but 

with a much lower premium base. 

Another variation of Type A has benefit levels that vary by age. 

To insureds under age 45, benefits are paid at 150% of the scheduled 

amounts. To those age 65 and over, benefits are paid at 75%. In a 

couple of plans, for attained ages over 65, benefits may reduce to 

20% or 25% of regular levels, to recognize the presence of Medicare; 

there is likely to be a corresponding drop in premiums. Note that 

the varied benefit attempts to achieve greater equity, since cancer 

plan premiums typically do not vary by age, while claim costs climb 

steeply as age increases. 

The T~rpe B cancer plan pays lump sum benefits at the time of 

diagnosis. Four categories are distinguished: (1) leukemia, for 

which the benefit amount is highest; (2) internal cancer, which is 

next highest; (5) skin cancers; and (4) lip cancers. Skin cancer 

benefits may be paid for up to 10 locations, while lip cancer bene- 

fits are limited to no more than two sites. The Type B approach 

typically includes an accident benefit so as to provide more bene- 

fits at tho younger ages and thereby achieve greater equity by age. 

Cancer benefits also may be used in all-cause plans; for in- 

stance, the daily hospital benefit may be doubled in a hospital in- 

SSee [23] for de ta i l s .  
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dem ni ty  c o n t r a c t  f o r  c o n f i n e m e n t s  due t o  c a n c e r .  A c o m p r e h e n s i v e  

major medical policy provides broad coverage, but it still does not 

cover everything. The catch-all "bonus" payment of 10% could be 

used to meet some of the expense not covered by major medical. 

Most companies have chosen the Type A approach. This means 

they sell a cancer-only specified package of benefits, with inter- 

nal limits to minimize the need for rate increases. All sales ma- 

terials should emphasize the need for other coverage, and, for Type 

A plans, avoid undue emphasis on the aggregate maximum benefit 

amount payable. Host companies sell one policy per family, but 

some a11ow the purchase of double benefits, or two "units" of co- 

verage. To clarify the extent of coverage, a realistic sample 

claim should be shown, along with a breakdown on benefits under the 

plan. If such disclosure were required, it might have more impact 

on the marketing of cancer plans than loss ratio requirements can, 

since misunderstanding of the scope of benefits seems to be a major 

cause for complaints. 

Once the benefit structure has been set, trial gross premiums 

may be calculated. An expected age distribution for new issues is 

needed because, although claim costs increase steeply by age, most 

cancer plans use very simple rate structures. There is one premium 

for individuals, one premium for families. Currently there is a 

move towards greater rate refinement, with some premiums coming out 

by sex and individual age at issue. This should help attract more 

of the younger lives. 

The marketing method --group or individual, agent-sold or 
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d i r e c t  m a r k e t e d - -  w i l l  i n f l u e n c e  t h e  premium s t r u c t u r e .  For  i n -  

s t a n c e ,  a g e n t - s o l d  i n d i v i d u a l  p o l i c i e s  p r e s u m a b l y  can make u s e  o f  

a more complex r a t e  c l a s s i f i c a t i o n ,  s i n c e  the  a g e n t  i s  p r e s e n t  to  

g i v e  a s s i s t a n c e ,  Any o f  t h e  group  a p p r o a c h e s ,  o r  t h e  d i r e c t - m a i l  

i n d i v i d u a l  method,  would p r o b a b l y  r e q u i r e  e a s y - t o - u n d e r s t a n d  r a t e  

s t r u c t u r e s .  Where d o e s  s t a t e  r e g u l a t i o n  come i n ?  

S t a t e  r e g u l a t i o n  w i l l  h a v e  an i m p a c t  on premium s t r u c t u r e  in  

t h e  form o f  m i n i m m  l o s s  r a t i o  r e q u i r e m e n t s  and p o l i c y  r e s e r v e  r e -  

q u i r e m e n t s .  The r e n e w a b i l i t y  p r o v i s i o n  o f  t h e  c o v e r a g e  w i l l  a f f e c t  

t h e  minimum r e q u i r e d  l o s s  r a t i o .  The k i n d  o f  c o v e r a g e  and t h e  a v e -  

r a g e  premium s i z e  may a l s o  c o n t r o l .  S i n c e  t h e  expense  f a c t o r  i s  

e f f e c t i v e l y  l i m i t e d  by the  minimum l o s s  r a t i o ,  t h e  m a r k e t i n g  method 

may be r e s t r i c t e d  i n  t u r n .  These  i n t e r r e l a t i o n s h i p s  can become 

q u i t e  complex.  

P r o b a b l y  t h e  b e s t  p l a c e  to  b e g i n  i s  to  d e c i d e  on the  r e n e w a b i -  

l i t y  p r o v i s i o n .  Few c a n c e r  p l a n s  a r e  n o n - c a n e e l l a b l e ,  most  a r e  

g u a r a n t e e d  r e n e w a b l e  wi th  t h e  r i g h t  r e s e r v e d  by the  i n s u r e r  to  i n -  

c r e a s e  premiums.  ~ number o f  c a n c e r  p l a n s  u s e  a l i m i t e d  r i g h t  t o  

non- renew p r o v i s i o n .  Very few w i l l  be s t r i c t l y  o p t i o n a l l y  renew- 

a b l e ,  t h a t  i s ,  c a n c e l l a b l e  i n d i v i d u a l l y  f o r  any r e a s o n .  

Assuming t h a t  t h e  p r e s s u r e  o f  c o m p e t i t i o n  in  t h e  c a n c e r  i n s u r -  

ance marke t  l i m i t s  t h e  c h o i c e  h e r e  to  G.R. o r  to  n o n - r e n e w a b l e  f o r  

s t a t e d  r e a s o n s  o n l y :  the  NAIC model g u i d e l i n e s  w i l l  c a l l  f o r  a 

55~ minimum a n t i c i p a t e d  l o s s  r a t i o  f o r  e i t h e r  c a s e .  F u r t h e r m o r e ,  

t he  g u i d e l i n e s  a l l o w  a 5 - p o i n t  r e d u c t i o n  f o r  a v e r a g e  premiums under  

$200, and a n o t h e r  such r e d u c t i o n  f o r  c a s e s  where the  a v e r a g e  p r e -  
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mium i s  under  $100. The b a s i s  i s  t h e  ave rage  prenium f o r  a g i v e n  

p o l i c y  form, i n c l u d i n g  any r i d e r s  o r  endorsements .  

[Note:  Not a l l  s t a t e s  w i l l  adop t  the  NAIC model, and many 

t h a t  do w i l l  i n t r o d u c e  v a r i a t i o n s .  T h e r e f o r e ,  each s t a t e ' s  

r u l e s  must be c o n f i r m e d . ]  

In a d d i t i o n ,  c e r t a i n  cove rages  c a l l  f o r  s p e c i a l  c o n s i d e r a t i o n ,  

a c c o r d i n g  t o  the  model g u i d e l i n e s ;  cance r  i s  one o f  t h e s e .  Com- 

b i n i n g  a l l  t h e s e  p o i n t s ,  i t  may b e g i n  to  appear  t h a t  a t a r g e t  l o s s  

r a t i o  o f  40% to  45% may be used f o r  a Type A l i m i t e d  package  o f  

cancer  c a r e  b e n e f i t s .  Such a l e v e l  i s  " r e a s o n a b l e , "  but  o n l y  to  

someone who i s  f a m i l i a r  w i th  the  n a t u r e  o f  t he  r i s k  and t h e  p rob-  

lems o f  m a r k e t i n g  a r e l a t i v e l y  low-premium p r o d u c t .  A more r e a l -  

i s t i c  a s sumpt ion  i s  t h a t  most s t a t e s  w i l l  r e q u i r e  an expec t ed  l o s s  

r a t i o  o f  a t  l e a s t  50%. 

I f  an i n s u r e r  has op ted  fo r  a p o l i c y  t h a t  i s  non- renewable  f o r  

s t a t e d  r ea s ons  o n l y ,  he w i l l  en joy  t h e s e  a d v a n t a g e s :  t h i s  p r o v i s i o n  

a l l o w s  f o r  a c t i o n  on a s t a t e  by s t a t e  b a s i s ;  a d d i t i o n a l  p o l i c y  r e -  

s e r v e s  a re  not  r e q u i r e d  i n  most s t a t e s .  Also ,  f o r  the  p o l i c y h o l d e r ,  

a l t h o u g h  the  p l an  i s  not  G .R. ,  no i n d i v i d u a l  c a n c e l l a t i o n  can occur ;  

premiums w i l l  be lower  than  i f  the  p l a n  were G.R. 

E x c e p t i o n :  Under one s t a t e ' s  r u l e s  6 the  c l a s s i f i c a t i o n  o f  the  

p o l i c y  w i l l  change ,  f o r  r e s e r v i n g  p u r p o s e s ,  to  be e q u i v a l e n t  to  

g u a r a n t e e d  r enewab le ,  i f  premiums a re  l e v e l  and a r a t e  i n c r e a s e  has 

been e f f e c t e d .  At t h a t  t i m e ,  a d d i t i o n a l  r e s e r v e s  ~us t  be s e t  up, 

to  be funded out  o f  f u t u r e  premiums, t r e a t i n g  the  da te  o f  the  p r e -  

6 I l l i n o i s ,  Rule 20 .04 .  
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mium increase as the date o f  issue and using the a t t a ined  ages o f  

the insureds a t  that  t ime as the " i ssue age." Premiums must be 

leve l  by issue age otherwise.  

With cancer plans tha t  have a s ing le  ra te  base, the quest ion 

may come down to  whether t h i s  " s t r u c t u r e "  represents a " l e v e l "  pre- 

mium or  an " s v e r a g e "  premium.  An " a v e r a g e "  premium i m p l i e s  a group 

o r  q u a s i - g r o u p  r a t i n g  a p p r o a c h .  The c l o s e s t  example  we e n c o u n t e r e d  

o f  t h i s  q u e s t i o n  i n v o l v e d  a c a n c e r  p l a n  w i t h  two premium c l a s s e s ,  

under  65,  and age  65 and o v e r .  Premiums d i d  no t  change  a t  age  6S. 

B e n e f i t s  were  t h e  same f o r  a l l  a g e s .  Two m a r k e t i n g  methods  were  

u s e d :  f r a n c h i s e  group and i n d i v i d u a l  i s s u e s .  Premiums and p o l i c y  

forms  were  v i r t u a l l y  i d e n t i c a l .  The f r a n c h i s e  p l a n  r e q u i r e d  con-  

t i n u e d  membersh ip  in  t h e  g roup ,  bu t  a l lowed  n o n - r e n e w a l  o£ t h e  whole 

g roup .  The i n d i v i d u a l  p l a n  a l l o w e d  non - r enewa l  o f  a l l  p o l i c i e s  in  

one s t a t e .  A f t e r  due c o n s i d e r a t i o n ,  an a d d i t i o n a l  r e s e r v e  was r e -  

q u i r e d  by t h e  s t a t e  in  q u e s t i o n  f o r  the  i n d i v i d u a l  c o v e r a g e  bu t  not  

f o r  t h e  f r a n c h i s e  p l an .  T h i s  r e s u l t  e m p h a s i z e s  t h e  need to  b e t t e r  

d e f i n e  t h e  f u n c t i o n  o f  a d d i t i o n a l  p o l i c y  r e s e r v e s  f o r  p l a n s  t h a t  

a r e  no t  g u a r a n t e e d  r e n e w a b l e .  

U n d e r ~ r r i t i n g  o f  c a n c e r  p o l i c i e s  o c c u r s  in  o n l y  t h r e e  o f  t h e  

f i v e  u s u a l  ways :  in  t h e  a p p l i c a t i o n ,  in  t he  c o n t r a c t ,  and a t  t i m e  

o f  c l a i m .  T h e r e  i s  no med ica l  c x a m i n a t i u n ;  t h e r e  i s  no APS. A 

q u e s t i o n  i n  t h e  app may ask  w h e t h e r  any p e r s o n  f o r  whom c o v e r a g e  

i s  r e q u e s t e d  h a s  e v e r  been d i a g n o s e d  to  have  c a n c e r  ( a s  d e f i n e d ) .  

Somet imes ,  i n s t e a d  o f  a q u e s t i o n ,  the  a p p l i c a n t  must acknowledge  

h i s  u n d e r s t a n d i n g  o f  t h i s  l i m i t a t i o n ,  t h a t  i s ,  t h a t  t he  p l a n  w i l l  
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pay b e n e f i t s  on ly  f o r  cancer  f i r s t - d i a g n o s e d  a t  l e a s t  say,  90 days 

a f t e r  the  e f f e c t i v e  d a t e  o f  the  p o l i c y .  

The p o l i c y  r e p e a t s  t he  p r o v i s i o n  on t h e  90-day w a i t .  A l s o ,  the  

p o l i c y  d e s i g n ,  in  t he  form o f  a package o£ b e n e f i t s ,  i s  a method o f  

u n d e r w r i t i n g ,  s i n c e  i t  l i m i t s  t he  r i s k  on any one pe rson .  The p lan  

p r o m i s e s  to  pay b e n e f i t s  w i t h o u t  r ega rd  t o  any o t h e r  c o v e r a g e ,  but  

t h e r e  may be a l i m i t  " i n  t h i s  i n s u r e r . "  In such case ,  a pe r son  

w i t h  more t han  one p o l i c y  in  the  same i n s u r e r  w i l l  be pa id  under  

o n l y  one o f  them; any o t h e r s  w i l l  be v o i d ,  and premiums w i l l  be re -  

funded .  

The key underwriting task occurs at claim time, since an exami- 

nation of a11 applicants cannot be done at time of issue due to the 

expense. First, the presence of the malignancy ~ust be established 

by review of a qualified pathologist's diagnosis. The rest is in 

the timing. Evidence must support the contention that the manifes- 

tation of the disease first occurred at least 90 days after the 

plan's effective date. Any other finding effectively voids cover- 

age for that person; there ~ay be a return of premium. 

Regulatory requirements call for prompt and fair action by the 

insurer in settling claims. Privacy must be guarded. Delays may 

occur on an initial claim if information is lacking; but there is 

no defense for actions which may be prejudicial to the insured's 

rights. On the other hand, although the regulatory and judicial 

climate may currently favor the insured, there is nothing to pre- 

vent an insurer from bringing an action in response to a fraudulent 

claim, except, of course, the burden of proof. 
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In summary, t h e  p r o p o s a l  f o r  a c a n c e r  p l a n  has  r e s u l t e d  in  a 

p o l i c y  p r o v i d i n g  a r e l a t i v e l y  broad package  o f  s chedu led  b e n e f i t s ,  

t h e  same f o r  a l l  a g e s ,  d e s i g n e d  to  meet  minimum b e n e f i t  r e q u i r e -  

ments  and avo id  t h e  need f o r  premium r a t e  i n c r e a s e s .  Premiums have  

been s e t  on an a v e r a g e  basis to  a c h i e v e  a 50% a n t i c i p a t e d  l o s s  

r a t i o .  Commiss ions ,  e x p e n s e  a s s u m p t i o n s ,  and p r o f i t  and c o n t i n -  

gency  m a r g i n s  have  been e s t a b l i s h e d  to  r e f l e c t  t h i s  t a r g e t  l o s s  

r a t i o .  The m a r k e t i n g  p r o g r a m  i s  e x p e c t e d  t o  be mixed,  in  o r d e r  to  

m i n i m i z e  any need f o r  a d d i t i o n a l  p o l i c y  r e s e r v e s .  This  means t h a t  

t h e  same package  w i l l  be s o l d  e i t h e r  i n d i v i d u a l l y  or  on a f r a n c h i s e  

group  b a s i s ,  as  t h e  s i t u a t i o n  may r e q u i r e .  The f r a n c h i s e  a p p r o a c h  

w i l l  be emphas ized  to  r e a l i z e  expense  s a v i n g s  and o b t a i n  a b e t t e r  

s p r e a d  o f  r i s k s .  

I I I .  A MEDICARE SUPPLEI~.~NT POLICY 

Much a t t e n t i o n  has  been p a i d  by r e g u l a t o r s  t o  m a r k e t i n g  p r a c t i c e s  

used  i n  s e l l i n g  h e a l t h  i n s u r a n c e  to  p e r s o n s  o v e r  age 65. 7 T h i s  a g e  

group  i s  g rowing  s t e a d i l y ,  bo th  i n  s i z e  and i n  p o l i t i c a l  i n f l u e n c e  

- - t h a t ' s  p a r t  o f  t h e  r e a s o n .  Also ,  i t  has  d e v e l o p e d  i t s  own o r g a n i -  

z a t i o n s  and a d v o c a t e s ,  leben t h e  Medica re  law in  1965 made b a s i c  

h e a l t h  p r o t e c t i o n  a v a i l a b l e  to  t h i s  segment  o f  t he  p o p u l a t i o n ,  i t  

became a p p a r e n t  t h a t  t h i s  would be a good m a r k e t  f o r  h e a l t h  i n s u r -  

ance  p r o d u c t s  t h a t  were s u p p l e m e n t a l  i n  s c o p e .  

F i r s t  o f  a l l ,  t h e  M e d i c a r e  p rog ram was n o t  d e s i g n e d  to c o v e r  

7See [25] t h rough  [35] .  
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t h e  e n t i r e  h e a l t h  c a r e  needs  o f  t h o s e  o v e r  age  55 ,  as  t h e s e  a r e  

b r o a d l y  d e f i n e d .  P robab ly  l e s s  than  o n e - h a l f  o f  such c o s t s  were 

c o v e r e d  i n i t i a l l y ' ,  and c u r r e n t l y ,  i t  i s  e s t i m a t e d  t h a t  o n l y  about 

58~ o f  t h e s e  c o s t s  a r e  c o v e r e d  by Med ica re .  M e d i c a r e  supp lement  

(H/s )  p o l i c i e s  a r e  e s t i m a t e d  t o  c o v e r  about  5% o f  c o s t s ;  19 m i l l i o n .  

o f  t h e s e  p o l i c i e s  a r e  now in  f o r c e  w i t h  annual  premiums o f  about  $4 

b i l l i o n  ( f a l l ,  1979) .  8 

A second  g e n e r a l  r e a s o n  f o r  i n t e r e s t  in  s u p p l e m e n t i n g  H e d i c a r e  

l i e s  i n  t h e  n a t u r e  o f  t h e  s u p p l e m e n t a l  b e n e f i t  p a c k a g e  i t s e l f .  Be- 

n e f i t s  s u p p l e m e n t a l  to  H e d i c a r e  P a r t  A (HI) w i l l  be f a i r l y  w e l l  i n -  

s u l a t e d  f rom i n f l a t i o n ,  s i n c e  t h e y  a r e  u s u a l l y  s c h e d u l e d  amounts .  

Although the amounts change from year to year, gross premiums also 

are allowed to change automatically in most jurisdictions. As to 

benefits which supplement Part B (SHI), they are subject to infla- 

tion, but in M/s plans their scope is much more limited than that 

of a typical major medical plan sold under age 65. 

A third reason many insurers find this a viable market,, although 

they may not recognize it as a factor, is the presence of utiliza- 

tion controls in the Medicare program itself. This is especially 

true for medical care benefits, where "allowable" charge levels as 

d e f i n e d  by Med ica re  r u l e s  a r e  g e n e r a l l y  lower t h a n  " r e a s o n a b l e  and 

c u s t o m a r y "  c h a r g e  l e v e l s  as  r e c o g n i z e d  by most i n s u r e d  p l a n s .  Ob- 

v i o u s l y ,  t o  t a k e  a d v a n t a g e  o f  t h i s  c o n t r o l ,  t h e  H/ s  medica l  c a r e  

b e n e f i t  l e v e l  must be s t a t e d  i n  t e r m s  o f  "Medica re  a l l o w a b l e "  

c h a r g e  l e v e l s .  

8See [ 2 7 ] .  
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There  a r e  some o t h e r  good r e a s o n s  f o r  e n t e r i n g  t h i s  m a r k e t .  I f  

t h e  need i s  t h e r e ,  t h e  s a l e  shou ld  no t  be p a r t i c u l a r l y  d i f f i c u l t .  

The N/s  p l a n  i s  t h e r e f o r e  a good s o u r c e  o f  premium income f o r  t he  

i n s u r e r  and o f  c o m m i s s i o n s  f o r  t he  a g e n t .  Another  good r e a s o n ,  from 

t h e  a g e n t ' s  and i n s u r e r ' s  v i e w p o i n t ,  i s  t h a t  t he  c o n t a c t  w i t h  p e r -  

s o n s  o v e r  a g e  65 can p r o v i d e  r e f e r r e d  l e a d s  no t  o n l y  to  o t h e r s  in  

t h e  same a g e  g roup ,  bu t  a l s o  to  c h i l d r e n  and o t h e r  r e l a t i v e s  w i t h  a 

v a r i e t y  o f  i n s u r a n c e  needs  i n  a l l  l i n e s .  The most  c o m p e l l i n g  r e a -  

son  o f  a l l ,  o f  c o u r s e ,  i s  t h a t  ASH i n s u r e r s  may have  no c h o i c e  in  

t h a t  s t a t e  bu t  to o f f e r  an M/s p rogram.  9 

S t a t e  r e g u l a t i o n s  a p p l i c a b l e  to  t h i s  s p e c i f i c  h e a l t h  i n s u r a n c e  

p r o d u c t  have  grown to s t a g g e r i n g  p r o p o r t i o n s  in  r e c e n t  y e a r s .  The 

s t a t u t e s  and r e g u l a t i o n s  o f  t h e  f o l l o w i n g  s t a t e s  may s e r v e  a s  a 

s t a r t i n g  p o i n t  in  any a t t e m p t  to  u n d e r s t a n d  what i s  h a p p e n i n g :  

C a l i f o r n i a ,  Co lo rado ,  De laware ,  F l o r i d a ,  I l l i n o i s ,  Iowa,  Massachu-  

s e t t s ,  M i c h i g a n ,  M i n n e s o t a ,  New J e r s e y ,  New York,  Oregon,  Sou th  

Dakota ,  Vermont ,  and W i s c o n s i n .  In some o f  t h e s e  s t a t e s ,  r u l e -  

making  may s t i l l  be i n  "the i n i t i a l  s t a g e s .  

The NAIC has  d e v e l o p e d  model p r o v i s i o n s  as  p a r t  o f  i t s  Minimum 

S t a n d a r d s  Act .  The H e a l t h  I n s u r a n c e  A s s o c i a t i o n  o f  America  h a s  

formed a commi t t ee  on the  s u b j e c t ;  t h e  U n i t e d  S t a t e s  C o n g r e s s  has  

i t s  own c o m m i t t e e s  a l s o .  10 The F e d e r a l  T r a d e  Commission i s  promo- 

t i n g  l e g i s l a t i o n  to  r e q u i r e  t h e  HEW " S e a l  o f  A p p r o v a l "  f o r  M/s 

p l a n s  i s s u e d  in s t a t e s  which do no t  have  r e g u l a t i o n s  o f  t h e i r  own. 

A d d i t i o n a l  F e d e ra l  l e g i s l a t i o n  i s  b e i n g  p roposed  to  a l l ow  i n s u r a n c e  

9Mich igan ,  HCLA §500.2265.  lOsee  [ 2 9 ] .  
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commissioners  to take  j u r i s d i c t i o n  over  d i r e c t  mail s a l e s  in  t h e i r  

11 
s t a t e s ,  not now r e g u l a t e d  by them. 

This  growth in  s t a t e  r e g u l a t i o n  and Federal i n t e r e s t  can be 

a t t r i b u t e d  to the  f o l l o w i n g :  (a) unusual  market ing  abuses ,  espe-  

c i a l l y  in  the a r e a  o f  d i s c l o s u r e  o f  b e n e f i t s ;  (b) i n a b i l i t y  o f  the 

publ ic  to make meaningful  comparisons of  d i s s i m i l a r  p roduc t s ;  

(c) gene ra l  v u l n e r a b i l i t y  o f  the ove r  age 65 popu la t ion ,  combined 

with lack o f  i n f o r m a t i o n ;  (d) r e l a t i v e l y  high s a l e s  compensation 

coupled with a low r e t u r n  to p o l i c y h o l d e r s ,  when measured by " l o s s  

r a t i o "  r e s u l t s .  12 

Because of  t he se  c o n d i t i o n s ,  Medicare supplement r e g u l a t i o n s  

have emphasized t he se  e lements :  mandated b e n e f i t s ;  minimum loss  

r a t i o s ;  adequate d i s c l o s u r e .  Buyers '  guides a re  becoming more 

13 
common, and t h e s e  must be provided to p rospec t s  at or  b e f o r e  the  

time o f  s a l e .  The " ten  day f r ee  look" has been enforced .and ex ten-  

ded to a longer  pe r iod  in some cases .  A f i na l  r e g u l a t o r y  element 

should be r epea ted  he re :  mandated a v a i l a b i l i t y  of  ~l/s coverage .  So 

f a r ,  t h i s  c o e r c i v e  approach to handl ing  the problem has not become 

widespread.  

Cancer care  p o l i c i e s  and Hedicare  supplement plans show many 

s i m i l a r i t i e s  in d e s i g n  and marke t ing .  For i n s t a n c e ,  h igh cancer  

inc idence  r a t e s  make the over  65 age group a prime market fo r  can- 

l lH.R. 2602; H.R. 4000. 

12See [26],  pages 78-79. Also see [27].  

13See [31) through [35]. 
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cer  cove rage ;  for  both p lans  s a l e s  techniques  have invo lved  a rous ing  

the  f e a r s  o f  the  p rospec t ;  both plan types a re  des igned  to provide  

supplemental  b e n e f i t s ;  e a r l y  l o s s  r a t i o s  may appear  to  be low for  

c e r t a i n  p l ans  of  each type ( t h i s  r e l a t e s  to the scope of  b e n e f i t s ,  

w a i t i n g  p e r i o d s ,  e t c . ) .  

There a r e  important  d i f f e r e n c e s  too: more b e n e f i t  v a r i a t i o n s  

have been used  in the des ign  of  the  M/s p lans ;  more compla in ts  have 

probably  been made about b e n e f i t s  which were thought  to be covered 

under the M/s plans;  a c t i v e  promotion of  M/s plans by some r e gu l a -  

t o r s  has occur red ,  a f a r  d i f f e r e n t  s tance  from t h a t  adopted towards 

cancer  p l a n s .  

Perhaps the  b i g g e s t  problem - - a t  l e a s t  the most d r a m a t i c - -  t ha t  

has been found with Medicare supplement p lans  i s  t h a t  of  m u l t i p l e  

s a l e s ,  many p o l i c i e s  to the same insured .  The s o l u t i o n  to t h i s  

problem should be one o f  the b a s i c  goals  o f  the plan des ign .  Bene- 

f i t  s t r u c t u r e  should be under s t andab le ;  the p o s s i b i l i t y  for  over -  

lapping coverage  should be minimized.  Cur ren t ly -marke ted  ~l/s p o l i -  

c i e s  a re  des igned  in a t  l e a s t  t h r e e  fundamental ways: l im i t e d  bene- 

f i t  p lans ,  comprehensive p lans ,  and " b u i l d i n g  block" p lans .  

Limited b e n e f i t  plans have scheduled b e n e f i t s ,  but u s u a l l y  no out-  

o f - h o s p i t a l  coverage;  maximums a r e  low. Comprehensive plans may be 

scheduled or  unscheduled; they cover  expenses i ncu r r ed  in or out 

of  the h o s p i t a l .  Plan maximums tend to be high.  

"Bui ld in$  b lock"  plans combine c e r t a i n  f e a t u r e s  o f  the  f i r s t  two 

types ,  u s ing  a l imi ted  i n - h o s p i t a l  bene f i t  as the s t a r t i n g  po in t .  

Addi t ional  b e n e f i t s  a re  a v a i l a b l e  by r i d e r  to complete the program; 
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t h i s  i s  c o n v e n i e n t  i f  a t  f i r s t  t he  f u l l  premium fo r  t he  more compre- 

h e n s i v e  program i s  n o t  a v a i l a b l e .  S t i l l ,  t h e  f i n a l  package may pro-  

v i d e  less  o v e r a l l  c o v e r a g e  than  a comprehens ive  p l a n .  

As a p r a c t i c a l  m a t t e r ,  the comprehens ive  p l an  approach must  be 

adop ted  u n l e s s  the  i n s u r e r  can a v o i d  m a r k e t i n g  in  c e r t a i n  s t a t e s ;  

t h e  on ly  a l t e r n a t i v e  i s  a more complex Medicare  supplement  s e r i e s ,  

where s e v e r a l  p o l i c y  forms are  d e v e l o p e d ,  geared  to  g r o u p i n g s  o f  

s t a t e s .  In  any case ,  t he  s i g n i f i c a n t  d e c i s i o n s  l e f t  open narrow 

down t o  about  h a l f  a dozen f e a t u r e s  o f  t h e  b e n e f i t  s t r u c t u r e ,  as 

f o l l o w s :  

1. The P a r t  A Medicare  d e d u c t i b l e  and copayments  a re  u s u a l l y  cov-  

e r e d ,  t h rough  the  60-day  l i f e t i m e  r e s e r v e .  Some r e g u l a t i o n s  r e q u i r e  

f u l l  cove rage  a f t e r  t h i s  r e s e r v e  has been e x h a u s t e d .  An a l t e r n a -  

t i v e  he re  would be t o  o f f e r  a d a i l y  b e n e f i t  equal  to  the  d e d u c t i b l e ,  

o r  perhaps  up to tw ice  the  d e d u c t i b l e  f o r  each day o f  h o s p i t a l  con- 

f i nemen t  a f t e r  the  r e s e r v e  i s  used .  The d e d u c t i b l e  amount i s  nomi- 

n a l l y  supposed to  r e p r e s e n t  the  c o s t  o f  one day i n  the  h o s p i t a l ,  

bu t  i t  i s  p r o b a b l y  too  low. R e l a t i n g  t h i s  extended d a i l y  b e n e f i t  

maximum to  the  d e d u c t i b l e  s i m p l i f i e s  p r i c i n g  and keeps pace w i t h  

i n f l a t i o n .  

2. Extended care  in  a s k i l l e d  n u r s i n g  f a c i l i t y  i s  u s u a l l y  cove red  

i n  the  amount o f  the  copayment f o r  days 21-100 .  Beyond 100 days 

Medicare  b e n e f i t s  c e a s e ,  fo r  t h a t  s p e l l  o f  i l l n e s s .  Some M/s p l a n s  

p r o v i d e  b e n e f i t s  f o r  s t a y s  l o n g e r  than 100 days ,  out  to  two or  

t h r e e  y e a r s .  Such l ong  s t a y s  a re  r a r e ;  t h e  ave rage  s t a y  i s  under  

50 days .  Long s t a y s  t e n d  to  i n v o l v e  o t h e r  t ypes  o f  ca re ,  such as 
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intermediate care or custodial care. State regulation may mandate 

inclusion of intermediate care facilities as providers of skilled 

nursing services it that level of care is actually provided. 

3. Medicare does not cover the first three pints of blood or blood 

plasma. This benefit is becoming more coarsen in M/s plans, revers- 

ing the assumption that voluntary donors or credits are usually 

available and preferable. 

4. .Provision for reimbursement of the Part B $60 calendar year de- 

ductible has had the most variations. First, it may be completely 

excluded. Second, it may be covered in-hospital only. Third, it 

may be c o v e r e d  as  a d i s a p p e a r i n g  d e d u c t i b l e .  F ou r th ,  i t  may be 

c o v e r e d  100% i f  i n  h o s p i t a l ,  and i g n o r e d  f o r  e x p e n s e s  i n c u r r e d  o u t  

o f  h o s p i t a l ,  t h a t  i s ,  t r e a t e d  as  p a r t  o f  t h e  e l i g i b l e  e x p e n s e s  t h a t  

a r e  r e i m b u r s e d  a t  20% o f  RSC. F i f t h ,  i t  may be  r e i m b u r s e d  f u l l y .  

5. The P a r t  B 20% c o i n s u r a n c e  ( a f t e r  t h e  f i r s t  $60 p e r  y e a r )  has  

s e v e r a l  v a r i a t i o n s ,  t o o .  The minimum i s  to  p a y  i t  on ly  i f  due t o  

h o s p i t a l  c o n f i n e m e n t .  The maximum, one may s u r m i s e ,  would be to  

pay t h e  whole 20%, in  o r  o u t  o f  h o s p i t a l .  T h i s  i s  wrong. The m a x i -  

mum b e n e f i t  h e r e  i s  to  pay  t h e  e x c e s s  o f  r e a s o n a b l e  and c u s t o m a r y  

m e d i c a l  expense  c h a r g e s  o v e r  80% o f  what M e d i c a r e  a l l o w s ,  s i n c e  

" a l l o w a b l e "  c h a r g e s  w i l l  be l e s s  than  R~C. One s t a t e  may r e q u i r e  

14 
this maximum. 

6. O u t - o f - h o s p i t a l  p r e s c r i p t i o n  d r u g s  and p r i v a t e  du ty  n u r s i n g  a r e  

no t  c o v e r e d  by ~ led ica re  a t  a l l .  I n s u r e r s  a r e  o f t e n  c r i t i c i z e d  f o r  

not  p r o v i d i n g  b e n e f i t s  in  t h e s e  a r e a s .  They a r e  a l s o  c r i t i c i z e d  

1 4 ~ s s a c h u s e t t s .  
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f o r  not  c o v e r i n g  c u s t o d i a l  c a r e ,  o r  o u t p a t i e n t  p s y c h i a t r i c  c a r e  be-  

yond what Med ica re  p r o v i d e s .  To what e x t e n t  can any o f  t h e s e  bene-  

f i t s  be c o v e r e d ,  i f  a t  a l l ?  

The p l a n  f e a t u r e s  o u t l i n e d  above  a r e  r e l i s t e d  below w i t h  s u g g e s -  

t e d  c o v e r a g e s  to  bc used  in  a c o m p r e h e n s i v e  p l an .  T h i s  p l a n  w i l l  

no t  be s o l d  where s t a t e  r e g u l a t i o n  i s  " c o e r c i v e , "  b e c a u s e  t h e r e  t h e  

c h o i c e s  h a v e  a l r e a d y  been made.  Note t h a t  c e r t a i n  a l t e r n a t i v e s  f i t  

t he  c o n c e p t  o f  c a t a s t r o p h i c  c o v e r a g e ,  i f  t h i s  i s  t h e  m a r k e t i n g  

image d e s i r e d .  

(1) H o s p i t a l  d e d u c t i b l e  and copayments  a r e  a l w a y s  c o v e r e d .  Af-  

t e r  t h e  60 d a y s '  l i f e t i m e  r e s e r v e  has  been u sed ,  c o v e r a g e  unde r  t he  

H/s  p l a n  s h o u l d  t a k e  o v e r ,  r u n n i n g  out  to  a f u l l  y e a r  o f  h o s p i t a l i -  

z a t i o n ,  o r  u n l i m i t e d  i f  c a t a s t r o p h e  needs  a re  s t r e s s e d .  A s t a t e d  

maximum d a i l y  b e n e f i t  should  be u s e d ,  r e l a t i n g  to  the  P a r t  A deduc-  

t i b l e  i f  p o s s i b l e .  

(2) S k i l l e d  n u r s i n g  c a r e  can  be hand led  b e s t  by p a y i n g  t h e  co-  

payment  f o r  days  21-100 and s t o p p i n g  t h e r e .  C a t a s t r o p h e  emphas i s  

c a l l s  f o r  an e x t e n s i o n ,  c o n s i s t e n t  w i t h  t h a t  f o r  h o s p i t a l .  

(3) C o v e r a g e  o f  t he  f i r s t  3 p i n t s  o f  blood i n v o l v e s  a s i g n i f i -  

c a n t  c o s t .  I t  may become n e c e s s a r y  f o r  c o m p e t i t i v e  r e a s o n s .  

(4) The P a r t  B $60 d e d u c t i b l e  should  be e i t h e r  c o m p l e t e l y  ex -  

c luded  or  e l s e  c o m p l e t e l y  i g n o r e d .  I f  i t  i s  c o v e r e d ,  t h e r e  w i l l  be 

many smal l  c l a i m s .  For many i n s u r e d s ,  t h e  annual  g r o s s  premium f o r  

i t  w i l l  e x c e e d  $60 ( i n  and out  o f  h o s p i t a l  b o t h ) .  

(S) The 20% c o i n s u r a n c e  s h o u l d  be p a i d  on a r e a s o n a b l e  and c u s -  

tomary b a s i s ,  a f t e r  t he  f i r s t  $60 p e r  y e a r .  I f  t h e  gap between RSC 
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and Medicare " a l l o w a b l e "  charge  l e v e l s  becomes too  g r e a t ,  t h i s  p e r t  

c en t age  can be i n c r e a s e d .  The f i x e d  p e r c e n t a g e  approach speeds  up 

c l a i m  s e t t l e m e n t ,  s i n c e  t h e r e  i s  no need to  hea r  from Medica re .  

A l so ,  i t  l e a v e s  a sma l l  gap i n  the  c h a r g e s  so t h a t  the  i n s u r e d  re -  

mains i n t e r e s t e d  in  expense l e v e l s .  An o u t - o f - p o c k e t  maximum can 

be used to  keep t h i s  gap from becoming a h a r d s h i p .  

(6) Medicare d id  not  f i n d  i t  f e a s i b l e  to  c o v e r  t he se  i t e m s ;  i n -  

s u r e r s  may come t o  t he  same c o n c l u s i o n .  P r e s c r i p t i o n  d r u g s  are  

h i g h  f r equency ,  low c o s t  i t e m s .  S p e c i a l  sys tems are  r e q u i r e d  fo r  

management c o n t r o l .  S ince  t h i s  i t em i s  seldom covered  in  M/s p l a n s ,  

i t s  i n c l u s i o n  i s  l i k e l y  to  r e s u l t  in  s e l e c t i o n  a g a i n s t  t he  i n s u r e r ,  

a t  l e a s t  e x p e r i e n c e  shows t h i s  to  happen.  Th i s  i s  a problem t h a t  

even r e l a t i v e l y  h i g h  d e d u c t i b l e s  cannot  s o l v e .  Leave i t  o u t .  

P r i v a t e  du ty  n u r s i n g  i s  a h i g h  c o s t ,  low f requency  i tem,  j u s t  the 

o p p o s i t e  o f  d rugs .  Aged pe r sons  who need t h i s  l e v e l  o f  c a r e  are 

l i k e l y  to  be h o s p i t a l i z e d .  I f  they are  ambu la to ry ,  home h e a l t h  

v i s i t s  a re  a v a i l a b l e .  The b e n e f i t  i s  l i t t l e  used ,  but  may be i n -  

c luded  i f  the  s t r e s s  i s  on c a t a s t r o p h e  c a r e .  C u s t o d i a l  c a r e  i s  un- 

i n s u r a b l e .  ( ) u t p a t i e n t  p s y c h i a t r i c  ca re  can be covered  50%-50% as 

done by Medicare ,  out  to  $1,000 w i thou t  much problem,  i f  t h i s  i s  

d e s i r e d ,  bledicare pays h a l f  o f  the  f i r s t  $500 on ly .  

One o t h e r  b e n e f i t  may be c o n s i d e r e d  fo r  the  ove r  age 65 marke t :  

a d a i l y  h o s p i t a l  b e n e f i t  for  the  f i r s t  60 days in  a s p e l l  o f  i l l -  

ne s s .  S ince  ~ledicare covers  t h i s  p e r i o d  f u l l y  (except  f o r  the  de- 

d u c t i b l e ) ,  t h i s  b c n e f i t  should  be s o l d  as  an income b e n e f i t .  I t  

may be o f f e r e d  wherc the agent  f i nd  a comprehens ive  b~/s p l a n  a l -  
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r e a d y  in  p l a c e ,  i f  t he  a £ e n t ' s  o ~  bl/s p l a n  i s  not  s u p e r i o r .  The 

use  o f  t h i s  b e n e f i t  in  c o m b i n a t i o n  w i t h  an M/s p l an  may be n e c e s -  

sary to  comply w i t h  minimum s t a n d a r d s  t e s t e d  by e q u i v a l e n c y  r u l e s .  

T h i s  happens  i f  t h e  i n s u r e r  p r e f e r s  no t  to  c o v e r  t he  P a r t  B $60 de -  

d u c t i b l e .  The h o s p i t a l  income b e n e f i t  f o r  days 1-60 w i l l  p r o v i d e  

15 
the  e x t r a  p o i n t s .  

S p e c i f i c  p l a n  d e s i g n  f e a t u r e s  a r e  d e t a i l e d  in  the  r e g u l a t i o n s  

o f  M a s s a c h u s e t t s ,  M i c h i g a n ,  ~ l i nneso t a ,  and W i s c o n s i n  {and o t h e r s ,  

no d o u b t ) .  M a s s a c h u s e t t s  r u l e s  mandate  v e r y  c o m p r e h e n s i v e  minimum 

b e n e f i t s )  i n c l u d i n g  d r u g s ,  a l t h o u g h  d e d u c t i b l e s  a r e  a l l o w e d .  M i c h i -  

gan r u l e s  r e q u i r e  f u l l  c o v e r a g e  o f  a l l  gaps ,  no e x c l u s i o n s  e x c e p t  

t h o s e  f o r  M e d i c a r e ,  and no l i m i t s  on p r e - e x i s t i n g  c o n d i t i o n s .  Min- 

n e s o t a  d e f i n e s  a q u a l i f i e d  p l a n  and a p p l i e s  an e q u i v a l e n c y  t e s t  to  

d e v i a t i o n s  f rom i t .  The W i s c o n s i n  r u l e  o u t l i n e s  f o u r  p l a n  t y p e s ;  

a t  l e a s t  one o t h e r  s t a t e  may f o l l o w  t h i s  p a t t e r n .  In  o t h e r  s t a t e s ,  

t he  g e n e r a l  r u l e  f o r  a p l a n  to  be s o l d  as  a Med ica re  supp l eme n t  i s  

t h a t  i t  must  p r o v i d e  t h e  same scope o f  b e n e f i t s  as  M e d i c a r e ;  i t  

need no t  go beyond t h i s ,  i t  may have  l i k e  e x c l u s i o n s .  

Premium s t r u c t u r e ,  r e n e w a b i l i t y ,  and r e s e r v e  r e q u i r e m e n t s  have  

not  been  u n u s u a l l y  a f f e c t e d  by s t a t e  r e g u l a t i o n .  But premium l e v e l s  

have been  h i t  by l o s s  r a t i o  t e s t s .  The NAIC f i l i n g  g u i d e l i n e s  c a l l  

f o r  60% as  t h e  t a r g e t ,  as  do a number o f  s t a t e s .  S e v e r a l  s t a t e s  

r e q u i r e  a 65% l o s s  r a t i o ;  Congre s s  t a l k s  o f  a 70% r e q u i r e m e n t .  

Premium s t r u c t u r e  may be v e r y  s i m p l e :  one premium,  u n i s e x  b a s i s ,  

same f o r  a l l  a g e s .  Or i t  may be complex:  male and f e m a l e  r a t e s  i n  

f ive-year  age  groupings. Premiums a r e  a l m o s t  a lways  l e v e l ,  based  

15Minnesota  t e s t  o f  a c t u a r i a l  e q u i v a l e n c e .  
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on o r i g i n a l  issue age, but wi th  automatic  changes as Medicare pro-  

v i s i o n s  change. P o l i c i e s  are  usua l ly  guaranteed renewable fo r  l i f e  

(sometimes mandatory),  Level-premium, C.R. p o l i c i e s  r eq u i r e  add i -  

t i ona l  r e s e r v e s .  S t a t u t o r y  minimum s tandards  have not yet  been 

adopted,  al though the 1974 Medical Expense Tables  have been pro- 

16 
posed. Unfor tuna te ly ,  these  t ab l e s  do not provide f a c t o r s  for  

comprehensive Par t  B b e n e f i t s ,  making t h e i r  a p p l i c a b i l i t y  l i m i t e d .  

Also, they appear not to have been t e s t e d  a g a i n s t  ac tua l  Medicare 

exper ience .  The most p r a c t i c a l  approach under the c i rcumstances  i s  

to base add i t iona l  r e s e r v e s  on the expected morbid i ty  assumed in 

the premium c a l c u l a t i o n  (u l t ima t e  b a s i s ] ,  as would be done for  a 

major medical plan.  

But bene f i t s  change each year.  One way to  cope with changing 

Part  A amounts i s  to a d j u s t  r e se rves  annua l ly ,  using a dual c a l c u -  

l a t i o n .  Those b e n e f i t s  sub jec t  to change may be valued per  $4 o f  

Part  A deduc t ib le ;  a l l  o t h e r  bene f i t s  would be grouped and valued 

per  po l i cy .  Both v a l u a t i o n s  would use o r i g i n a l  issue ages ,  This 

approach is  convenient  and not ove r ly  c o n s e r v a t i v e .  At l e a s t  one 

state applies its loss ratio test ignoring the increase in addi- 

17 
tional reserves. No state has yet specified a Tequired method of 

r e s e r v e  s t r eng then ing ,  e i t h e r  for  M/s plans ( sub jec t  to b e n e f i t  

changes) or for  major medical  plans ( sub jec t  to  i n f l a t i o n ) ,  beyond 

16Anthony J .  Houghton and Ronald M. Wolf, "Development of  the 1974 
Medical Expense T a b l e s . "  Transac t ions ,  Socie ty  of  Ac tuar ies  
30: 9-69; d i scuss ion ,  71-123. 

17Colorado; see lO-B-lOl{1).  
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t he  g e n e r a l  r e q u i r e m e n t  o f  a d e q u a c y .  In t h i s  c o n n e c t i o n ,  n o t e  t h a t  

a l t h o u g h  a s t a t e  may r e q u i r e  a u t o m a t i c  b e n e f i t  i n c r e a s e s  as  Med ica re  

c h a n g e s ,  t h e  c o r r e s p o n d i n g  a d j u s t m e n t  to  premiums may r e q u i r e  a d e -  

m o n s t r a t i o n  t h a t  t a r g e t  l o s s  r a t i o s  a r e  b e i n g  me t .  I f  t h e y  a r e  n o t ,  

t he  r u l e  may c a l l  f o r  a r a t e  r e d u c t i o n .  18 

Loss  r a t i o  r e g u l a t i o n  l i m i t s  methods  o f  d i s t r i b u t i o n .  The mas- 

t e r  GA a r r a n g e m e n t ,  w i t h  g r o s s  a l l o w a n c e s  o f  80% f i r s t  y e a r  and 25% 

in  r e n e w a l s  y e a r s ,  may be a t h i n g  o f  t h e  p a s t  in  most  s t a t e s .  To 

a c h i e v e  a l o s s  r a t i o  o f  65%, a g e n t  compensa t ion  must  be r educed  to  

about  40% f i r s t  y e a r ,  10% t h e r e a f t e r .  A d i r e c t  m a r k e t i n g  i n s u r e r ,  

p a y i n g  no c o m m i s s i o n s ,  m y  be  a b l e  to  o p e r a t e  w i t h i n  a 75% expec -  

t e d  l o s s  r a t i o  l e v e l .  However ,  t h e  p roduc t  may n o t  be t h e  answer  

to  e v e r y o n e ' s  n e e d s ,  o r  i t  may n o t  be o b t a i n a b l e .  

I n i t i a l  u n d e r w r i t i n g  o f  a p p l i c a n t s  f o r  M/s p o l i c i e s  has  t aken  

two common f o r m s :  (1) a c c e p t  o r  r e j e c t ,  s i m p l i f i e d  app,  s i n g l e  

r a t e  t a b l e ;  (2) s u b s t a n d a r d  a p p r o a c h ,  s t a n d a r d  app ,  up to  f o u r  r a -  

t i n g  t a b l e s .  P r o b a b l y  about  t h e  same number o f  r e j e c t i o n s  occu r  

i n  bo th  s y s t e m s .  I t  i s  l i k e l y  t h a t  a g e n t s  w i l l  n o t  submi t  apps  i f  

t h e y  a n t i c i p a t e  a r e j e c t i o n ;  b u t  t h e  g e n e r a l  i d e a  i s  to  a v o i d  the  

" s u r e  c l a i m . "  S t a t e  r e g u l a t i o n s  have  a l lowed  bo th  a p p r o a c h e s .  An 

e x c e p t i o n  i s  Mich igan  which a l l o w s  no r e s t r i c t i o n s  u n l e s s  t h e  ap-  

p l i c a n t  was without group or individual medical expense insurance 

(reimbursement type) throughout the five-year period just prior to 

18Colorado Rule 78-1 r e q u i r e s  60% l o s s  r a t i o ;  1 0 - 8 - 1 0 2 . 5 ( 2 )  p r o -  
v i d e s  f o r  r a t e  r e d u c t i o n s  i f  t h i s  t e s t  i s  no t  met .  Mich igan  
has  r e q u i r e d  such  j u s t i f i c a t i o n s  f o r  a number o f  y e a r s ,  not  
j u s t  f o r  W s  p l a n s ,  however .  
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the da te  o f  a p p l i c a t i o n .  In such case ,  the re  may be a 6-month wai t  

on p r e - e x i s t i n g  c o n d i t i o n s .  

Most c o n t r a c t s  normal]y i nc lude  such a w a i t i n g  pe r iod ;  commonly 

i t  i s  s i x  ~onths.  Then p r e - e x i s t i n g  cond i t i ons  a re  de f ined  as  those 

fo r  which t r ea tmen t  has been r e c e i v e d  in the 6-month per iod  j u s t  

p r i o r  to the  p o l i c y ' s  e f f e c t i v e  da t e .  Waits o f  t h r e e ,  f i v e ,  and 12 

months have been used,  with co r re spond ing  v a r i a t i o n s  in the d e f i n i -  

t i on  of p r e - e x i s t i n g  c o n d i t i o n s .  

In summary, the l i k e l y  cho ice  fo r  the Medicare supplement plan 

wi l l  be one which p rov ides  r e l a t i v e l y  comprehensive b e n e f i t s  in  a 

s i n g l e  package.  The a n t i c i p a t e d  loss  r a t i o  w i l l  be 60% to 55%. 

A c q u i s i t i o n  and maintenance expenses ,  along with p r o f i t  and con t in -  

gency margins  wi l l  be l i m i t e d  by the r equ i red  los s  r a t i o .  The plan 

w i l l  be guaranteed  renewable f o r  l i f e  and w i l l  r e q u i r e  a d d i t i o n a l  

r e s e r v e s .  A hosp i t a l  income p o l i c y  and/or  r i d e r  w i l l  be a v a i l a b l e  

as a companion product fo r  t h i s  market .  Underwr i t ing  w i l l  be on an 

"accept  or  r e j e c t "  b a s i s ,  the goal  being to avoid the  sure  c la im 

s i t u a t i o n .  A s i n g l e  premium s c a l e  (one c l a s s )  w i l l  be used,  with 

un isex  r a t e s  and f i v e - y e a r  age groups .  Careful  compliance with d i s -  

c lo su re  r u l e s  wi l l  be emphasized throughout the marke t ing  program. 

IV, THE RANGE OF REGULATORY ATTITUDES 

FUTURE TRENDS 

Most i n s u r e r s  who market i n d i v i d u a l  hea l th  insurance  coverages  are  

aware of  the widely d i f f e r i n g  r e g u l a t o r y  a t t i t u d e s  among the s t a t e s .  

In t h i s  context  " a t t i t u d e "  means something l i k e  what " c ompe t i t i ve  
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s t a n c e "  means f o r  an i n s u r e r .  I t  r e f l e c t s  the  p e r c e i v e d  commitment 

o f  t h e  r e g u l a t o r y  agency  to  the  c a r r y i n g  ou t  o f  i t s  m i s s i o n .  T h i s  

p a r a l l e l s  the  i n s u r e r ' s  coumitment  to  meet the  h e a l t h  i n s u r a n c e  

needs  o f  i t s  marke t .  J u s t  as h o l d s  t r u e  f o r  the  company, t he  com- 

mi tment  o f  an i n s u r a n c e  depa r tmen t  t o  a r e g u l a t o r y  program can be 

measured by t he  r e s o u r c e s  a l l o c a t e d  to  the  j o b ,  in  terms o f  money, 

t i m e ,  and p e r s o n n e l .  A c e r t a i n  p r i o r i t y  among r e g u l a t o r y  programs 

can p r o b a b l y  a l s o  be o b s e r v e d .  

One a c t u a r y  has d i v i d e d  the  s t a t e s  i n t o  t h r e e  c a t e g o r i e s ,  based  ' 

on p o l i c y  f i l i n g  r e s u l t s  f o r  h i s  company {which w r i t e s  in  a l l  s t a t e s  

but  New J e r s e y  and New York) .  Some are  found to  be "reasonable," 

o t h e r s  t end  always t o  f i n d  o b j e c t i o n s ,  and the  r e s t  lack  a u n i f o r m  

r e s p o n s e  p a t t e r n .  19 T h i s  r e sponse  d i s t r i b u t i o n  has a l r e a d y  been 

i l l u s t r a t e d  i n  the  above d i s c u s s i o n s  o f  two common supp l em en ta l  

h e a l t h  i n s u r a n c e  p r o d u c t s .  

For the  cancer  ca r e  p o l i c y :  some s t a t e s  p r o h i b i t  i t s  s a l e  en-  

t i r e l y ;  o t h e r  s t a t e s  r e q u i r e  t h a t  i t  be s o l d  wi th  a l l - c a u s e  b a s i c  

c o v e r a g e s  o r  not  a t  a l l ;  s t i l l  o t h e r s  c o n t r o l  i t s  use th rough  l o s s  

r a t i o  r e q u i r e m e n t s  and minimum b e n e f i t  s t a n d a r d s ,  b~s t  s t a t e s  do 

not  p r o h i b i t  i t s  s a l e .  

For the  Medicare supplement  p o l i c y :  one s t a t e  r e q u i r e s  i t s  

s a l e  on a g u a r a n t e e d - i s s u e  b a s i s  even i f  the  i n s u r e r  has never  had 

t h i s  k ind  o f  p o l i c y ;  a n o t h e r  s t a t e  r e q u i r e s  t h a t  i t  be a v a i l a b l e  in  

a " q u a l i f i e d "  p lan  t h a t  meets  minimum r e q u i r e m e n t s ;  s t i l l  o t h e r  

19See [12] ,  page 736. 
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s t a t e s  r e q u i r e  t h a t  any plan l abe led  "Medicare Supplement Po l i cy"  

must p rovide  minimum b e n e f i t s  and must be sold  fo l lowing  s p e c i f i e d  

p rocedures ,  p r i m a r i l y  d i s c l o s u r e  r u l e s .  Most s t a t e s  c u r r e n t l y  pe r -  

mit the  s a l e  o f  the  M/s p o l i c y  wi th  r e l a t i v e l y  few r e s t r i c t i o n s .  

Insurance  department  p r o h i b i t i o n s  o f  c e r t a i n  p roduc t s  exempl i fy  

the u l t i m a t e  r e g u l a t o r y  s o l u t i o n .  For i n s t a n c e ,  i s  c a n c e r - o n l y  

coverage u n d e s i r a b l e  per  se? The need fo r  i t  con t inues  to  grow, 

I f  "on ly"  1 out o f  4 persons  i s  a f f l i c t e d  by cancer ,  does tha t  make 

the plan a "bad b u y " - - j u s t  because the  o the r  th ree  neve r  c o l l e c t ?  20 

Improved t r e a t m e n t  techniques  w i l l  undoubtedly lead to  more s u r v i -  

va l s  and the  need for  more h o s p i t a l  and medical  ca re ,  

The p r o h i b i t i o n  of  premium re fund  r i d e r s  i nvo lves  a s i m i l a r  

judgment o£ u n d e s i r a b i l i t y .  I t  has been demonstrated t h a t  pro f i t s  

for  t h i s  b e n e f i t  flow from wi thdrawals  without  value ( t o n t i n e  e f -  

f e c t ) .  Why not r equ i r e  a cash va lue  c o n s i s t e n t  with r e s e r v e  r e -  

quirements?  The real  problem with the  ROP r i d e r  i s  t h a t  premiums 

have proven to be inadequate and r e s e r v e s  have been based on f avo r -  

able e x p e c t a t i o n s  that  have not m a t e r i a l i z e d ,  e s p e c i a l l y  as to pe r -  

s i s t e n c y  and c la ims  o f f s e t s .  The r e g u l a t o r y  a l t e r n a t i v e  to p roh i -  

b i t i o n  of  the ROP r i d e r  l i e s  in i n s i s t e n c e  on i t s  p roper  p r i c i n g  

and r e s 6 r v i n g .  The market wi l l  do the r e s t .  

Other examples may be found o f  r e g u l a t i o n s  tha t  need a "course  

c o r r e c t i o n . "  The d i v e r s i t y  of  r e g u l a t o r y  response r a i s e s  a number 

of  q u e s t i o n s ,  whose answers g e n e r a t e  s t i l l  more q u e s t i o n s .  

1, Is  u n i f o r m i t y  of  s t a t e  r e g u l a t i o n  necessary,  or d e s i r a b l e ?  I f  

20See [20]. 
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i t  i s ,  and i t  canno t  be a c h i e v e d  under the  s t a t u s  quo, what a l t e r -  

n a t i v e s  a re  t h e r e ?  C o n d i t i o n s  va ry  from s t a t e  to  s t a t e ,  as do 

p o p u l a t i o n  c h a r a c t e r i s t i c s .  Some consumer groups  may want o r  need 

g r e a t e r  p r o t e c t i o n  t h a n  o t h e r s .  There have  always been d i f f e r e n c e s  

among the  s t a t e s .  The same k i n d s  o f  v a r i a t i o n s  t h a t  we see  among 

t h e  s t a t e s  may be found  among t he  c o u n t r i e s  who a re  j o i n e d  i n  the  

£uropean  Economic Community. 21 Both he re  and t h e r e ,  i t  may be 

n o t e d ,  some o f  the m a t t e r s  i n  c o n t e n t i o n  appear  to  r e p r e s e n t  t r i -  

v i a l  d i f f e r e n c e s  i n  t h e  way o f  do ing  t h i n g s .  So f a r ,  the  a l t e r -  

n a t i v e s  to  s t a t e  r e g u l a t i o n  have  not  been c o n s i d e r e d  p r a c t i c a b l e  

o r  d e s i r a b l e .  

2. b~re s p e c i f i c a l l y ,  s h a l l  premium r a t e s  va r~  b~ s t a t e  a c c o r d i n g  

t o  d i f f e r e n c e s  in  l o s s  r a t i o  r e q u i r e m e n t s ?  S h a l l  commiss ions  va ry?  

I f  n o t ,  such d i f f e r e n c e s  may lead  to  s u b s i d i z a t i o n s  t h a t  a re  d i f f i -  

c u l t  to  r a t i o n a l i z e .  Many s t a t e s  now r e q u i r e  t h a t  c l a i m  e x p e r i e n c e  

f o r  t h e i r  r e s i d e n t s  be r e p o r t e d  by i t s e l f  i n  a d d i t i o n  to  a g g r e g a t e  

d a t a .  How may the  i n s u r e r  b e s t  cope w i t h  r u l e s  t h a t  lean  towards  

one-way p r o t e c t i o n i s m ?  

5. I f  a s t a t e  f a i l s  to  c r e a t e  a "p rope r "  r e ~ u l a t o r ~  env i ronmen t  --  

t h a t  i s ,  one deemed s u f f i c i e n t l y  r e s p o n s i v e  to  consumer i n t e r e s t s - -  

s h a l l  i t s  a u t h o r i t y  be p re -empted  by Fede ra l  r u l e s ?  Recent e v e n t s  

- seem to  p o i n t  towards such a r e s u l t .  However, i t  should  be kep t  in  

mind t h a t  s t a t e  r e g u l a t i o n  i n v o l v e s  c o n s i d e r a b l e  e x t r a - t e r r i t o r i a l -  

i t y .  The marke t i ng  program o f  an i n s u r e r  o p e r a t i n g  in  many s t a t e s  

( r a t h e r  than  in  j u s t  a few) w i l l  be i n f l u e n c e d  by the  r u l e s  o f  

21See [7] .  
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t h o s e  w i t h  t h e  g r e a t e s t  r e a s o n a b l e  commitment ,  w i t h  a " s p i l l o v e r "  

e f f e c t  i n t o  t h e  l e s s  a c t i v e  s t a t e s .  For  i n s t a n c e ,  c o m p e t i t i o n  i s  

now t e n d i n g  to  i n c r e a s e  t a r g e t  l o s s  r a t i o s  above t h e  r e q u i r e d  m i n i -  

mums in some s t a t e s ,  due to  t h i s  s p i l l o v e r  e f f e c t .  An M/s p l a n  w i t h  

a 75% l o s s  r a t i o  w i l l  appea r  more a t t r a c t i v e  than  one w i t h  a 60% 

l o s s  r a t i o ,  i f  bo th  a r e  e q u a l 1 ?  a c c e s s i b l e  and p r o v i d e  c o m p a r a b l e  

b e n e f i t s .  As long a s  enough o f  t h e  s t a t e s  a r e  a c t i v e ,  F e d e r a l  i n -  

t e r v e n t i o n  i n  the  r e g u l a t i o n  o f  i n s u r a n c e  w i l l  be h a r d  to  j u s t i f y .  

4 .  At what p o i n t  shou ld  i n s u r e r s  c h a l l e n g e  s t a t e  r e g u l a t i o n s ?  Do 

we need a s e t  o f  g u i d e l i n e s  w i t h i n  which t h e  r e g u l a t o r s  mus t  c o n f i n e  

t h e i r  a c t i v i t i e s ,  o r  i s  t he  U. S. C o n s t i t u t i o n  enough? T h e r e  a re  

s i g n s  t h a t  r e g u l a t o r y  a c t i v i t y  i s  r e a c h i n g  a p l a t e a u  ( s e e  l i s t  be-  

low) .  I n s u r e r s  have  been e x h o r t e d  to  " a c t  and no t  r e a c t . "  Where 

a r e  they  to  b e g i n ?  I n s u r e r s  and r e g u l a t o r s  canno t  o p e r a t e  a t  a r m ' s  

l e n g t h ;  b o t h  need t o  a p p r e c i a t e  t h e  g o a l s  o f  t he  o t h e r .  R e g u l a t o r s  

must be c o n c e r n e d  abou t  i n s u r a n c e  company r i s k s  and p r o f i t s ;  i n s u r -  

e r s  must be c o n c e r n e d  about  b e n e f i t  r e t u r n s  and p o l i c y h o l d e r  r i g h t s .  

Beyond t h e  c u r r e n t  p l a t e a u  l i e s  a mutua l  e d u c a t i o n a l  e f f o r t .  

As answers  a r e  s o u g h t  f o r  t h e s e  q u e s t i o n s ,  t h e  u n d e r l y i n g  one 

r e m a i n s :  ~ a t  has  happened t o  i n d i v i d u a l  h e a l t h  i n s u r a n c e  m a r k e t s  

a s  a consequence  o f  r e g u l a t o r y  a c t i v i t y ?  The answer  h e r e  w i l l  p r o -  

v i d e  the  b a s i s  f o r  i n s u r e r  p l a n n i n g  and a c t i v i t y .  

I t  a p p e a r s  t h a t  t h e  marke t  f o r  i n d i v i d u a l  h e a l t h  i n surance  has 

eroded e v e r  t he  p a s t  decade .  There  a r e  a t  l e a s t  two r e a s o n s  f o r  
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t h i s :  (1) expanded government programs o f  heal th  ca re  and income 

p r o t e c t i o n  in  d i r e c t  compet i t ion  to p r i v a t e  insurance  programs;  

(2) expanded r e g u l a t o r y  a c t i v i t y  a t  both s t a t e  and Federal  l e v e l s ,  

touching d i f f e r e n t  a s p e c t s  o f  the marke t ing  p rocess .  As one Con- 

gressman has concluded:  

Our government has c losed o f f  oppor tun i ty ,  d i s cou raged  

e n t r e p r e n e u r s ,  l ind ted  p r o d u c t i v i t y  and s t i f l e d  freedom. 

Yet t he  government ' s  moral a t t i t u d e  i s  that  i t ' s  doing 
22 

j u s t  the  oppos i t e .  

The l eve l  o f  r e g u l a t i o n  and the l eve l  o f  i n s u r e r  r esponse  to i t  

may have reached  p l a t e a u s .  I n s u r e r  responses  in t h i s  r ecen t  regu-  

l a t o r y  growth pe r iod  have inc luded:  

S t a t e  s t r a t e g i e s :  This makes the market ing  scene something 

l i k e  e n t e r i n g  the p r e s i d e n t i a l  p r i m a r i e s ,  win some, lose  some, 

but hope to  end up with the nominat ion;  or  l ike  p l a y i n g  the 

25 new b~nopoly game, t a i l o r -made  to each met ropo l i t an  a r ea .  

Avoidance o f  r e g u l a t i o n :  A d i f f e r e n t  v e h i c l e ,  such as a t r u s t  

or  quas i -g roup  arrangement ,  or  s e l f - i n s u r a n c e ,  removes the pro-  

duct from cont ro l  o f  the r e g u l a t o r s ;  r e - d e s i g n  o f  the  b e n e f i t  

s t r u c t u r e s  may accomplish the same purpose.  

Cessa t ion  o f  marke t ing :  The i n s u r e r  ceases  marke t ing ,  a t  l e a s t  

d i r e c t l y ,  op t ing  out o f  the c o e r c i v e  environment,  and c o n t r a c t -  

ing i t s  premium base r a t h e r  than ignore insurance p r i n c i p l e s  

or  endure forced or i n f l e x i b l e  market ing  c o n s t r a i n t s .  

22Newt Ging r i ch ,  l e t t e r  to Wall S t r e e t  Jou rna l ,  December lO, 1979. 

23"Stock Block,"  ©1978 John F. Majors ( j .F.M. Games Co. S e a t t l e  WA) 
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The t i d e  may be t u r n i n g .  A number o f  e v e n t s  f o r e sha dow  c h a n g e s  

i n  r e g u l a t o r y  e m p h a s i s .  Here  i s  a s amp le :  

- -An a p p a r e n t l y  s u c c e s s f u l  c h a l l e n g e  has  been made to t h e  

Minneso ta  Comprehens ive  H e a l t h  I n s u r a n c e  Act o f  1976; 

- - T h e  New York Depa r tmen t  has  " e x h i b i t e d  c o n c e r n  t h a t  i n d i v i -  

d u a l  a c c i d e n t  and h e a l t h  i n s u r a n c e  a v a i l a b i l i t y  i s  g r e a t l y  

d i m i n i s h e d  s i n c e  t h e  e n a c t m e n t  o f  t h e  m a t e r n i t y  law" t h e r e ;  

- - T h e  M a s s a c h u s e t t s  Minimum S t a n d a r d s  R e g u l a t i o n  i s  to  be 

c h a l l e n g e d ,  e s p e c i a l l y  as  to  t h e  p r o h i b i t i o n  o f  c a n c e r - o n l y  

c o v e r a g e ;  an i n j u n c t i o n  w i l l  be sough t  t o  b a r  enforcement; 

- - T h e  t r e n d  to d e r e g u l a t i o n  has  t aken  h o l d  in  Canada24;  p e r -  

h a p s  t h e  f a l l o u t  w i l l  be f e l t  in  t h e  U n i t e d  S t a t e s ;  

- -Manda ted  h e a l t h  i n s u r a n c e  b e n e f i t s  may e n c o u n t e r  g r e a t e r  r e -  

2S s i s t a n c e ,  and r e q u i r e  a new r a t i o n a l e  f o r  j u s t i f i c a t i o n  ; 

- - C o n g r e s s  a p p e a r s  more i n c l i n e d  to  t a k e  a c t i o n  to  r e d u c e  

FTC r u l e - m a k i n g  a c t i v i t y .  

The t r e n d  e x e m p l i f i e d  i n  t h e  deve lopment  o f  t h e  W i s c o n s i n  r u l e  

( I n s .  3 . 59 )  on Medica re  supp lemen t  m a r k e t i n g  may be e x p e c t e d  to  i n -  

f l u e n c e  regulatory activity in the 1980's. Other states are look- 

ing a t  t h i s  app roach ,  no doubt  because  so f a r  i t  seems to  have  

s u c c e s s f u l l y  b a l a n c e d  t h e  i n t e r e s t s  o f  t he  c o n c e r n e d  p a r t i e s .  

The e s s e n c e  o f  t h i s  t r e n d  i s  e d u c a t i o n  o f  t he  consumer  and p r e -  

s e r v a t i o n  o f  t h e  marke t  p l a c e .  26 

24See [12 ] ,  page 759. 26See [ 1 2 ] ,  page  740. 

25See [10] .  
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The v e h i c l e  o f  t h i s  e d u c a t i o n a l  t h r u s t  w i l l  be m a n i f o l d .  I t  

w i l l  i n v o l v e  t h e  s c h o o l s  and t h e  media .  I f  i t  s u c c e e d s ,  we may a l l  

b e g i n  to  a g r e e  on t h e  f o l l o w i n g :  

I .  T h a t  t h e  p r i c e  f o r  a r e t a i l  p roduc t  i s  g r e a t e r  t h a n  t h a t  

f o r  a w h o l e s a l e  p r o d u c t .  

2. T h a t  t h e  l o s s  r a t i o  t e s t  i s  no t  a measu r e  o f  p r o d u c t  s u i t -  

a b i l i t y  in  g i v e n  c i r c u m s t a n c e s .  

3. T h a t  a g e n t s  d e s e r v e  a d e q u a t e  and p r o p e r  c o m p e n s a t i o n  f o r  

s e r v i c e s  p e r f o r m e d  f o r  bo th  t h e  i n s u r e d  and the  i n s u r e r .  

4.  T h a t  consumers  d e s e r v e  an i n s u r a n c e  p r o d u c t  t h a t  does  what 

t h e y  t h i n k  i t  w i l l  do ,  w h i l e  g i v i n g  them t h i s  p r o t e c t i o n  

a t  a f a i r  p r i c e .  

S. T h a t  " i n s u r a n c e "  i s  n o t  d e f i n e d  as  p r o t e c t i o n  p r o v i d e d  t o  

" t h o s e  who need i t  t h e  m o s t . "  

6 .  T h a t  g o v e r n m e n t - s p o n s o r e d  o r  s e l f - i n s u r e d  h e a l t h  p rograms  

o p e r a t e  unde r  t h e  same b a s i c  p r i n c i p l e s  a s  do p r i v a t e  

h e a l t h  i n s u r a n c e  p r o g r a m s .  

7. T h a t  t h e  a p p o i n t m e n t  o f  e x p e r i e n c e d  and k n o w l e d g e a b l e  i n -  

s u r a n c e  p e r s o n s  to  s t a t e  i n s u r a n c e  d e p a r t m e n t s  w i l l  no t  

compromise  t h e  r e g u l a t o r y  m i s s i o n .  

8. T h a t  r e g u l a t i o n  shou ld  f o s t e r  c o m p e t i t i o n .  

9.  T h a t  p r o d u c t  a v a i l a b i l i t y  i s  i n v e r s e l y  p r o p o r t i o n a l  to  t h e  

c o e r c i o n  i ndex  o f  t h e  r e g u l a t i o n  t h a t  g o v e r n s  i t .  

I 0 .  T h a t  i n s u r a n c e  compan ies  a r e  p r i v a t e  b u s i n e s s  e n t e r p r i s e s  

s e r v i n g  p u b l i c  n e e d s ,  bu t  a r e  no t  p u b l i c  u t i l i t i e s  and a r e  

no t  consumer  c o - o p s .  
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Other l ea rn ings  may r e s u l t ,  but general  acceptance  of  these  wil l  

se rve  to b e t t e r  balance the c r i t i c a l  i n t e r e s t s  of  a l l  p a r t i e s .  Such 

acceptance w i l l  a lso al low market forces  to resume t h e i r  proper  ro le  

in b e n e f i t  des ign  and p r i c i ng  of  hea l th  insurance p roduc t s .  
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Old, Lloyd J., "Cancer Immunology." Scientific American 256 
(May, 1977): 62-79. 
How do cancer cells evade the immune systems of the body? 

Croce, Carlo M. and Koprowski, Hilary, "The Genetics of Human 
Cancer." Scientific American 258 (February, 1978): 117-12S. 

Shows how to identify chromosome involved in transformation 
of a normal cell into a tumor cell. 

Nicolson, Gartb L., "Cancer Metastasis." Scientific American 
240 (March, 1979): 66-76. 

Investigates types of tumor cells that can travel through 
the body and what they have in common. 

[Cancer research goes on and on and on.] 

[23] California regulation: CAC I0 Chapter 5 Subchapter 2 Arti- 
cle 1.5 Section 2220.24. 

Outlines minimum benefits of Type A plan. 

[24] New York: Regulation 52.16 
Bans sale of cancer-only coverage without all-cause basic 

coverage. Allows 6-month waiting period. 
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C. Medicare Supplement 

[25] Gornick,  Marian, "Medicare P a t i e n t s :  Geographic Di f fe rences  in 
Hospi ta l  Discharge Rates and Fal l t ip le  S t a y s . "  Social S e c u r i t y  
Bu l l e t i n  40 (June,  1977): 22-41. 

T h e ~ t a  on r e - e n t r i e s  are  va lua b l e ;  t he se ,  t oge the r  with re -  
s u l t s  by r eg ion ,  a f f e c t  cost  of  Par t  A deduc t ib le .  

[26] Hoecker, James J., "Section Ins. 3.39, Wisconsin Administrative 
Code: The Origins and Development of a Medicare Supplement In- 
surance Regulation." The Insurance Law Journal 673 (February, 
1979): 73-101. 

Valuable account of  rule-making procedures ,  inc luding indus-  
t r y  p a r t i c i p a t i o n .  Thorough documentation.  

[27] Montgomery, J im,  "Preda to r s  Find E lder ly  Are Often Easy Prey 
for  Array of  R ip -Of f s . "  Wall S t r e e t  Journa l ,  November 9, 1979, 
f r on t  page. 

L i s t s  seams p e r p e t r a t e d  on e l d e r l y .  Notes tha t  Medicare pays 
384 of  t o t a l  h e a l t h  c o s t s ,  supplementary plans  pay 54. b~l-  
t i p l e  sa les  c i t e d .  

[28] "What Medicare Will (and Won't) Do For You." Changing Times 33 
(January ,  1979): 39-42. 

Concentra tes  on expla in ing  how Medicare works, with s t r e s s  
on i t s  complex i t i es  and l i m i t a t i o n s .  

[29] "Medicare Supplement Probe Hears Regu la to r s . "  The Nat ional  Un- 
d e r w r i t e r ,  December 9, 1978. 

House Se lec t  Committee on Aging hears  views of  commissioners 
from four s t a t e s ;  views d i f f e r  on need for  Federal a c t i v i t y  
and i t s  degree .  

[30] "Pledges Solut ion to Medigap Abuses."  The National Underwr i te r ,  
March 31, 1979. 

HIAA Pres ident  Robert Froehlke pledges  e f f o r t  at s t a t e  and 
company l eve l s  to solve problems o f  abuse. Cites mu l t i p l e  
s a l e s ,  undes i rab le  sa l e s  methods, inadequate  coverage,  and 
high r a t e s .  

The fol lowing items are a v a i l a b l e  to the publ ic  on request :  

[31] 'qChat You Should Know About Health Insurance When You R e t i r e , "  
Health Insurance I n s t i t u t e ,  1850 K S t r e e t ,  N.W., Washington, 
D.C. 20006. 18 pages. 

Describes Medicare program, ways o f  c los ing  "gaps ."  Suggents 
hea l th  emergency fund for  a n t i c i p a t e d  out of  pocket expenses.  

[32] "Advice on Health Insurance for Senior  Ci t izens  in I l l i n o i s . "  
I l l i n o i s  Department of  Insurance,  S p r i n g f i e l d ,  I l l i n o i s ,  
62767. Free; send se l f - addressed  mai l ing  l abe l .  
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[33] "When ~ledicare Is  Not Enough." Albany, New York, 1979. Send 
67¢ in stamps to Medigap, New York S ta t e  Consumer P ro t ec t i on  
Board, 99 Washington Avenue, Albany, N.Y. 12210. 

This  source desc r ibes  Medicare program, ranks supplementary 
programs. A d i scuss ion  of  t h i s  guide,  inc luding  indus t ry  re -  
sponses ,  appears in the fol lowing a r t i c l e :  

Herman, Tom, "More on Medicare Supplementary In su rance . "  Wall 
S t r e e t  Journa l ,  August 20, 1979, page 28. 

Four o ther  r epor t s  on the sub jec t  are  l i s t e d  a t  the end of  
t h i s  a r t i c l e .  

[34] "Heal th  Insurance Advice for  Senior  C i t i z e n s . "  Prepared by 
S t a t e  of  Wisconsin, O f f i c e  of  the Commissioner of  Insurance ,  
123 West Washington Avenue, Madison, WI, 53702. Revised each 
yea r .  

Out l ines  b e n e f i t s  in Wisconsin-approved plan types .  Dis- 
cusses  " l i m i t e d "  p o l i c i e s ;  warns about nurs ing  home p lans .  

[35] "Approved Medicare Supplement P o l i c i e s . "  Ava i l ab le  from same 
address  as for  Item [54].  

This  cha r t ,  updated o f t e n ,  shows a l l  approved Medicare Sup- 
plement plans in Wisconsin. Company, policy form, plan type, 
age 65 premium rate, under~witing, pre-existing condition li- 
mitations, commission scale, and expected lOSS ratios are all 
shown. Available on request. 

Two problems: a single plan type can encompass range of 
benefits; marketing methods are not distinguished. 
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