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P$ Health Plans oller
Reldbility E cost sauings

BY GARY LEFKOWTZ

Businesses throughout the tri-state
region are citing high costs of employee
health insurance as one oftheir biggest
impediments to growth.

There are some options.
Recent changes in insurancrr regu-

Iations now allow a small business
with 50 0r more workers to access a
self-funded form of health insurance to
provide employee health-care benefits
that previously was reserved for the
corporate "big guys." ' l 'he coverage
is essentially the same as full-fundod
health-care insurance {IrIrl) programs.
The difference is in the way the pro-
grams are sc't up and what you can and
cannot do with them.

The federal government survcyed
businesses and disr:overed self-funded
insurance programs are signilicantly
undoruti l izcd. ' l 'he latest data indicato
only 25 percent to 48 pcrcent of com-
panies with 50 to 999 employoes arc
using theso plans, while 85 percent
of the "big guys" are (Medical Ctrre
Ilr:soarch and Ileview Vol. 57, No. l l).

ln the past, taking advantage of this
alternativc approach involved accopt-
ing higher levels of risk. This has bcen
resolved with program refinements that
make partial self-insurance (PSl) health
insurance an acceptably safe alterna-
tivo to traditional FFI.

The ability to control costs through
PSI is a good reason for managers
charged with acquiring quality health-
care coverage to be looking into i1.
These plans are also exempt from
many of the state regulatory mandates
and taxes that incrr:ase the cost of FFI.

FFI prevents management from
responsibly managing this vital cost
center. This is due to the way these pro-
grams are set up. With FFI, you request
a quotation for insurance coverage with

set benefits for
your employees
and you're quoted
a premium cost.
If the premium is
too high, you may
opt ftrr a lower-
cost program with
less  gene rous
ooverage. Beyond
this, you roceive
no further infor-

mation. Once the program is set up, you
have no conl ro l  ovcr  i t .

With PSI, you receivr: the informa-
tion necessary to manage and admin-
istor health covorage. You design the
benefits program and then contract
with a reputable third-party admin-
is t rator  to  g iv t r  you lhc samo sr ' rv i t ' r 's
an insuranco company would provido.
You will bc ablo to analyze thc cost-
effectiveness of the various elornonts oI
the plan.

PSI also gives you flexibility. Plans can
be dr-:signcd to fit your actual usago and
you oan mako adjustmonts. Managers
receive rnonthly daims roports brokcn
down into various mcdir:al categories all
within federal HIPPA compliance so thcy
can bc evaluated for midterm corrections
in terrns of usago.

PSI offers the potontial lirr saving
employers significant sums of money
while utilizing a quality plan. If claims

l,tc1: r:,.rlj,ririr, I

come in less than expected, you keep the
money. nol the insurance carrier.

The major difference often cited
between PSI and FFI is the risk factor.
Wilh PSI, the employer assumes all or
part of the risks of insurance coverage
for employees. 'l'he employer puts money
directly into a plan, which then pays for
the covered benehts whon claims are
submilted rathor than paying insurance
premiums as in F'FI. Of course, if a self-
insured company ends up with unhealthy
employee statistics, or cmployees with
catastrophic claims, it's liable for the
total cost. 'I'hat's where the term "par-
tial" becomes crilically important.

You may limit your risk by purchas-
ing additional insuranccs from a re-
insurer fllr aggregate stop-loss for total
daims, spocifrc stop-loss lbr individu-
als or dependenls, and cash flow 'l'his

is what changes a sollinsured insur-
anco program into a partial-self-insured
rnsurance program.

When PSI was lirst inlroduccd to the
small-business cornmunily (with 50 to
999 ornployees), there was a rush to takc
advantagc of its potential cost savings.
In the "rush" somo plans woro poorly
dosigned and others were improperly
oxplained. Many of thcso firms failed to
irnplement protectivr-' measures and suf:
fcrcd thr ,  ( ' r  lns( 'qu(rnc( 's .

'I'he PSI r:nvironmt'nt is much differ-
cnt today. Tho programs have matured
and the forms clf protcctivo insurancc
cover the "what-if '  contingencies.
Responsibility begins with a good, thor-
ough, analyzed plan design. Then you'l l
bo able to manage your health insur-
ance benefits to achieve the most value
f<lr the least cost.
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