Purchasing from a provider:


Group health insurance provides insurance for a large number of employees, dependents, or retirees.  Eligible people are covered in spite of their age or physical condition.  In general, group health insurance is provided by employers, professional and trade organizations, unions, social or political groups, and governments. 


Small group health insurance applies to businesses with a small number of employees, sometimes one or two employees, but usually between three and twenty-five. As many as one hundred employees may qualify for small group health insurance.  Prices on small group health insurance are determined based on two criteria: the expenses of medical services are in a restrictive area and small group health insurance is in a planned operation of services.  

I.  Advantages of purchasing from a provider:

Providing health care coverage helps attract and retain competent employees. Even if employers require employees to pay their own premiums, the rate is usually lower than that of an individual plan and can be deducted from a tax-free medical expense account established by the employee. The employees also benefit by not having to physically qualify for the coverage. The main reason for an employer to purchase group health insurance is self-preservation: because providing health care benefits is conventional and expected, competent employees will seek employment elsewhere or demand a higher wage to offset their insurance premiums if their employer doesn’t provide health insurance. High job turnover and position vacancy are extremely expensive to businesses in terms of lost work capacity. Additionally, the insurance premiums are tax deductible for the business and the benefits can be viewed as additional, untaxed income for employees.  Providing benefits also improves corporate efficiency because the employees tend to be happier and healthier and have higher work productivity.

Health coverage also protects against the high financial exposure that may accompany even common accidents or illnesses. Consider what the cost of a typical hospital stay may be (3 days and 2 follow-up visits):*

*Figures are for illustration purpose only. Actual costs may vary. (Why)

In general, small group health insurance is more reasonably priced than individual plans.  It is less expensive because fixed costs are distributed over a larger number of policies.  Premiums are even lower for large group health insurance.


Small business health insurance allows the “spread of financial risk between all the members,” which enables members to simultaneously pay lower premiums and expand plan coverage for employees.  

Small business health insurance is applicable as long as the employer has two or more full-time, taxable employees. (www.healthins.indepth.com) 

II.  Disadvantages of purchasing from a provider:


In 1997, a survey by the American Health Care Association revealed that less than 6% of eligible employees buy group long-term health care insurance.  The reason for the low rate of group health insurance participation is “adverse selection,” meaning that the majority of the people who sign up for health insurance have pre-existing health problems and file numerous claims. As a result, group long-term care insurance companies raise rates relative to individual plan rates to cover the higher group claim rates and payments.


Purchasing insurance from a provider can be costly due to high overhead: “printed literature, pay company sales reps., provide enrollers, maintain help phone lines, provide service personnel to handle problems and maintain a claims department.”  Lower net income (premiums minus claim payments) results in an increased percent paying the fixed overhead costs.  The effect of the group policy is a smaller benefit than for individual plans at the same cost.  Large group premiums are normally between 30% - 100% higher than individual coverage (Day).


Small businesses are also disadvantaged in purchasing from a provider because health care premiums are lower if the business is paying for more employees.


 One of the main disadvantages of group health insurance is the restriction of plan choices for employee selection, i.e., if a company offers only an HMO program, employees have no choice but to take what is offered. 

III.  Guidelines


The local chamber of commerce can provide information about community group insurance purchasing pools.  State insurance departments are another source for finding for an insurance provider. (Strength).

This information, compiled by the Institute for Health Policy Solutions, is current as of April 2001. It focuses on groups that offer recipients a choice of health plans. 

	State
	Plan
	Size of Firm
	Region
	Phone Number

	California
	Pacific Health Advantage
	2-50 employees, or employers of any size if they obtain coverage through a qualifying trade association.
	Statewide
	(949) 766-1905



(Strength)


Employers should consider using a state-licensed broker for group health insurance purchases.  Brokers can guide employers in finding suitable group health insurance for their employees.  Registered Health Underwriters are brokers who have completed required coursework and passed exams dealing with the health insurance industry.

A)  Needs and Wants of Employees


Some health plans offer a network of doctors. If employees have personal family doctors they wish to keep, additional costs might be incurred to accommodate these preferences, or visits to these doctors might not be covered at all.


Some health plans will not allow you to go out of network for coverage, meaning that employees must pay completely out-of-pocket for being seen by a doctor that is not on a given list of providers. However, out of network coverage can usually be added at a cost.


Preventive services vary for each provider; adequate check-up exams should be included in desirable insurance plans.


Prescription drug benefits are very important for employees; which prescriptions are and are not covered vary by provider and plan choice.  Employers should try to provide the maximum benefit to employees by selecting a plan which will provide prescription benefits the majority of employees.


Cost of group health insurance for employees is always a big concern. Higher co-payments decrease employee premiums.  Co-payments are a form of cost-sharing that require insured people to pay a fixed dollar amount for a received medical service.  Increase deductibles are another way to lower employee out-of-pocket costs.  Deductibles are a fixed dollar amount which an insured person pays before the insurer starts to make payments for covered medical services during the benefit period, usually a year (Group).

IV.  Requirements:
A)  For Employers


Requirements differ by the various health care insurance providers.  In order to qualify for a group plan such as Athem, the employer of the company must provide a copy of state and federal tax form to show proof of his/her legal business, home-based employers must show proof of working at least 30 hours per week at his/her business, and employers must provide evidence of running a business for three consecutive months. (http://moneycentral.msn.com)

B)  For Insurers


Insurers are required to check that the members of the company who are purchasing health insurance actually work for the employers. In addition, various documents are essential for sole proprietors to provide to the insurer or health plan administrator on a yearly basis.

Work Cited

Day, Thomas.  “Finding the Right Purchase Source, Product and Company


www.longtermcarelink.net/find_insurance_source.html

Group  and Individual Health Plans

www.csba.com/member_benefits/Grouplndi.html
Group Health Insurance (Purchasing Group Health Insurance)


www.insureants.com/Group_Health_Insurance.htm
Why Purchase Group Health Insurance


http://isg.unicare.com/maj_bu/small_group/virginia/Flex_Why.htm

http://www.health insuranceindepth.com


http://moneycentral.msn.com

