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AFFORDABIE CARE TODAY




ACT!! Coalition Recommendations:

Affordable CCHIP Enrollee Premiums 

and Cost Sharing
The Commonwealth Care Health Insurance Program (CCHIP) program is a centerpiece of Massachusetts’ health reform experiment. Success depends on setting benefit levels and premium charges that potential CCHIP enrollees see as affordable and providing good value. 

We believe the Connector Board should move very cautiously and ensure that premiums and other out-of-pocket costs are truly affordable to the low-income people who will depend on the program for quality health coverage. 
Note: The Connector will separately set affordability standards for the individual mandate. These ACT!! Coalition recommendations should not be considered as our proposed mandate affordability standard.
Key Enrollee Premium Recommendations

· Consistent with other benefit programs, no (or nominal) premiums should be charged to those below 150% of poverty.
· Premiums for those between 150% and 300% of poverty should range from 1% to 2% of income. With these standards, a person earning between 150% and 200% of poverty paying a premium of 1% of income would pay $12 a month, while a person earning 250-300% poverty paying a premium of 2% of income would pay $41 a month.
Other recommendations:
· Families paying premiums for their children’s insurance to MassHealth or CMSP should be able to apply the cost of that premium against the adults’ CCHIP premium cost. A couple’s premium should be less than two individual premiums.

· Premium payment policies should include generous provisions for financial difficulty, including a simple waiver process, grace periods and reasonable payment plans

Key Enrollee Cost Sharing  Recommendations

· A cap on total costs for enrollees, including premiums and co-pays, should be set on a sliding scale with a maximum of 5% of income for those at 300% of poverty.  Affordable caps should also be set for total hospital and pharmacy spending.
· Preventive care, chronic disease management, prenatal care and other non-discretionary cost-effective services should be exempt from co-payments.
Background
1. Consistent with Other Public Programs: Chapter 58 provides that in setting affordability schedules, the Connector “shall consider contribution schedules, such as those set for government benefits programs.” We strongly support equity among public programs in setting premium levels, and believe the premiums and total cost sharing should generally be in line with levels for public benefit programs with comparable coverage.  Currently, the Commonwealth’s free care policy is that individuals with incomes under 200% of the federal poverty level (fpl) do not have any ability to pay for medically necessary care. 

Premiums

· Medicaid and SCHIP (State Children’s Health Insurance Program) generally do not allow any premiums for those under 150% fpl.  Prior to 2005, Medicaid rarely allowed premiums for any beneficiaries.

· MassHealth Family Assistance Premium Assistance program charges workers between 100% - 200% fpl in the Insurance Partnership program premiums of $27 monthly. This is equivalent to 2.2% of income at the midpoint (150% fpl).

· MassHealth Family Assistance premiums for children vary by family size and income. The chart below details premiums as a percent of income at the midpoint for each range:

	Income 100-150%

	1 child
	2 children
	3+ children

	0.7%  ($12)
	0.7%  ($15)
	<0.6%  ($15)


	Income 150-200%

	1 child
	2 children
	3+ children

	0.5% ($12)
	0.8% ($24)
	<1.1%  ($36)


	Income 200-250%

	1 child
	2 children
	3+ children

	0.6%  ($20)
	1.1%  ($40)
	<1.4%  ($60)

	

	Income 250-300%

	1 child
	2 children
	3+ children

	0.74% ($28)
	1.2%  ($56)
	<1.6%  ($84)


Cost Sharing Limits

· Medicaid and SCHIP cap aggregate out-of-pocket premium and cost-sharing expenses at 5% of gross income.

· MassHealth puts strict limits on co-payments. Copayments for drugs are either $1 (generic) or $3 (brand name) with a $200 annual cap. MassHealth members also pay $3 for nonemergency use of ER and $3 for inpatient admission, up to a $36 cap. Certain populations and services are exempt from copayments.

Note: CommonHealth premiums represent a higher percent of income but the benefit is not comparable to CCHIP; CommonHealth is more comprehensive than MassHealth Family Assistance, MassHealth Essential or a commercial HMO.

2. Effective Medical Care
For low-income people, co-payments for prescriptions and other medically necessary care can adversely impact health and increase costs.

Studies have shown that even modest copayments can increase hospitalizations and emergency room use. For example, a large study in Quebec found that after copayments for prescription drugs were imposed, poor adults had 88 percent more emergency room visits and experienced a 78 percent increase in medical events like hospitalization or institutionalization, as a result of the medical problems experienced when these low-income people went without essential medications.  The study concluded that unaffordable copayments could increase the number of avoidable illnesses in Canada and the United States. 
Other Factors: In addition to comparability with public programs, the Connector may want to consider other factors in setting premiums and overall employee contributions:

 
1. The Connector should be guided by calculations that show what most low-income individuals would be willing to pay voluntarily for health coverage. According to a formula used by the Congressional Budget Office and adapted by Ken Thorpe of Emory University to estimate participation in Vermont’s new subsidized health plan, for 66 percent of eligible individuals in this income range to voluntarily enroll, premiums should not exceed 1.5% - 1.8% of income; for a 70 percent take up rate, premiums should not exceed .98% - 1.2% of income. 

2. The premiums for low income people should not exceed the proportion of income that an average working person now pays for employer-sponsored insurance in Massachusetts. According to a 2005 Massachusetts survey conducted by the Division of Health Care Finance and Policy, the median employee contribution toward individual coverage was $80 per month. The federal Department of Labor determined the average monthly wage for Massachusetts workers in 2005 was $4,104.  Thus the median employee with employer coverage in Massachusetts contributes 1.9% of his or her income toward health insurance premiums. 
3. The enrollee contribution should account for the limited disposable income of households at 100% - 300% fpl after paying for essential shelter, food, clothing and work-related expenses.  Preliminary research into family budgetary requirements shows that families below 250% fpl have very little income available after paying essential expenses. For those in the 250% - 300% range, the amount of available income is still low, with the amount depending on a number of factors such as regional variation in cost of living, health status and family debt burdens.
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