Insurance Selection Check List for individuals
Some suggestions for how to compare plans, by Jim Stark

The purpose of this document is to help people “shop around” for good insurance.  It will describe the key components in “good” insurance.  The purpose of insurance is to reduce risk.  No insurance eliminates risk.  This is true of car, house, and health insurance.  The challenge with health insurance is assessing the risk.  The first step is to estimate the annual cost and compare that to the financial risk you want to avoid.

Costs:

Premium cost (determine the annual cost, since other expenses are yearly).  

Out-of-pocket cost:

Deductible

Out-of-pocket stop loss

Co-pay and Co-insurance

Prescription drugs

Non-covered items (e.g. some plans do not cover Chiropractic, Physical Therapy, etc.)
The best way to estimate cost is to determine actual cost, then compare what alternative plans would pay.  That is hard, because:

· Costs are not uniform

· Most people do not know actual cost, only the part they paid 

· It is hard to predict future medical expenses (e.g. no one schedules a heart attack, or knows what it costs when you have one)

Still, the only way to compare plans is to estimate your expenses.  Estimate your total annual costs, both the premium and all the out-of-pocket expenses.  Then estimate what those expenses would be under the different plans you are considering.  After you do a basic cost versus benefit comparison (i.e. is the additional coverage worth the additional premium), consider the following questions:
HMO and PPO plans, like the Medicare “Advantage” plans cost less because they limit the providers (doctors, clinics, etc.) and they limit coverage (exclude some things).  Ask the following about these types of plans:

1. What percentage of the providers in your area are “in the network” and what are the additional costs to go to an out-of-network doctor (if this is even allowed)?

2. Are there specialty categories not included in the network (e.g. no cardiologists)?

3. Are there provisions for travel out of the service area?

4. Is a referral required to see a specialist?

For any plan, a traditional fee-for-service, or an HMO/PPO plan, ask the following questions:

1. What are the eligibility requirements (can you get in)?

2. How long has the plan been available and how many people are in this plan? (This helps determine stability.)

3. How long has this insurance company been in business and what percent of the state population does it serve? (New and small companies can go under.)

4. Will my premium go up if I acquire a health condition? (While all plans increase premiums due to inflation, individual plans can have an additional increase of up-to 15% per year for those with adverse health conditions.)

Special considerations:

Can premiums be paid for with PERSI sick leave dollars?

Are there provisions to include dependents?

Summary

After you do the cost/benefit comparison, and ask some of these basic questions, you should be able to narrow your selection to a few alternatives.  Now visit with an insurance representative to learn more about those choices, and find some people who have been on the plans you are considering.  Ask them about claims payments (do they pay on time, do they deny claims, etc.), and ask if they have been happy with the service (is the explanation of benefits clear, etc.).  

Some plans are structured so that, if you drop the plan, you can never get back on again.  Most group plans are like this, so be sure about your decision before you change to an individual plan.  Some plans are overpriced, so it is important to review your plan every year, but don’t try to switch every year.  Keep good medical records so you have a basis for the review.  Do not compare plans by premium only since a $10 to $100 difference in premium will become trivial if you have a major health problem that is not covered.  Having said that, don’t let an insurance agent use the fear factor to sell you coverage you don’t need.  Cancer insurance, for example, is mostly a rip-off since it is covered under most major medical plans and the duplicate coverage provides little risk prevention.
Finally, after you have done your homework and made your selection, remember again that insurance only helps prevent, not eliminate, financial risk.  Make your best choice, and then focus your attention on other things (e.g. fishing, grandchildren, something other than reading insurance documents).
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