TO:
 FROM:
DATE:

- You had asked_me about the attached article from the Washington Times about the
Kassebaum-Kennedy health insurance reform bill:

g Carol Rasco
Jennifer Klein / K.
1 3/4/96 o
Washington. Times Article.

ennedy-Kassebaum

The article states that if the bill were

enacted: (1) premiums for people seeking to purchase an individual health insurance policy
could increase 200 to 300 percent in 34 states; (2) as a result, the states would enact '

-~ legislation that would restrict the premiums insurers could charge; and (3) after states had
enacted that legislation, people would still expenenee premium increases between 125 and

167 pereent

Not surprisingly, the article is totally misleading. The American Academy of
~ Actuaries (AAA) recently concluded that the Kassebaum-Kennedy bill would raise individual
health insurance premiums by 2 to 5 percent over a period of three or more years. Over the
past ten years, the average rate paid for individual health i insurance premlums has 1ncreased

between § and 15 percent armually

Taking the points one at a time:

Currently, 34 states do not restrict the range of premiums insurers can charge
for individual health insurance. In these states, the bill would have no impact
on the premiums charged to those with who today have individual insurance.

The 200 to 300 percent increase refers to the amount the newly insured would

pay above current premlums

The Washmgton Times article correctly reports that AAA -assumes that those
states will respond by enacting legislation restricting the range or premmms

insurers are allowed to charge.

~ to 167 percent. People who are able to buy insurance because of the
Kassebaum-Kennedy bill would pay premiums 125 to 167 percent more than
other individuals (mostly because the reason they can't.buy health insurance
today is because they have pre-existing conditions or pose other risks). Again,
AAA concludes that current purchasers of individual health msurance would

pay only 2 to 5 percent more.

The Washmgfon Tsmes art1c1e does point out the weakness of the Kassebaum-Kennedy

bill -- that while it will increase access to health insurance, for many Americans, the cost of
insurance will still be high. For that reason, the Administration continues to talk about the

bill as just one step in the right direction.
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AAAAthen assumes that states will restrict premium increases to a range of 125 -
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