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Introduction - Do you know what your health plan
covers?

When I
worked in the health insurance industry, I found that most people
had no idea what was included or excluded in their policies. My
goal, then, was to teach, as much as possible to, my clients, about
various parts of their health plans and to give them the best
program for their financial and social (family) situations.

I have made it my life goal to learn and to
teach as much as possible. I take every situation whether it seems
good or bad, at the time, and delve into it for something to learn
and to teach. My career has allowed me to work with numerous people
who care about those they serve. During that time, I learned that
people have an insatiable appetite for information that would help
them lead better lives. It further allowed me to help many people
to discover the answers to the questions they knew they had and
many they didn’t know at the time.

This book is meant to be an easy read with
helpful information that, I hope, will give you insight to the
health insurance industry and to help you discover what you need in
health insurance coverage for you and your family.

Most people have never read past the first
page of their policy; have you? Beyond the first page of the
policy, most people have no idea what's covered and what's not. Do
you know that not all health plans are the same when it comes to
coverage? Do you know if your health plan has managed care
provisions? Does your insurance company use "Reasonable and
Customary" or "Usual and Customary" schedules when paying claims?
Is your plan an HMO, a PPO, Basic Care or Managed Care plan?

People know more about the purchase of a car
then they do about the coverage included in their health plan. A
car is tangible. You can compare fuel economy, room, user surveys
on comfort, and more. Health insurance falls into that ambiguous
category of unknowns. Industry insiders put vague terms and phrases
in policies so you can't figure them out.

When people change health plans, they usually
do so to reduce premiums. All too often, they simply trust the
agent to explain the new policy because they don't know what to
ask. The agent gives them what they want (usually a policy with
lower premiums, and/or a higher deductible than their present
policy) and walks out with a check.

More and more Americans are finding the need
to purchase their own health plans for various reasons. This book
should help in that decision-making process whether you have to
purchase an individual plan or an employee benefit plan. It will
not make you an expert, but should provide you with a better
understanding of the definitions, clauses, and phrases found in
most health plans.

What questions should you ask an insurance
agent? What types of health plans are there? Which type is best for
you? Should you be a member of an HMO (Health Maintenance
Organization), a PPO (Preferred Provider Organization), A MEWA
(Multiple Employer Welfare Agreement), or should you have a third
party health insurance policy? What are the pros and cons of group
or association plans? The questions can become never ending.

Unfortunately, the industry has trained the
public to ask only two questions when looking for a new policy;
"What is the deductible? and "What is the premium?' If it were that
simple, half the insurance agents in this country would be
unemployed.

Let's face it. Insurance companies are in the
game to make money. They write policies to benefit themselves.
Policies are filled with exclusions, limitations, and other
conditions that cut into your pockets. Many insurance companies
treat you as if they are doing you a favor and you are stuck in the
middle.

Far too often, people find out that they
don't have the coverage they thought they had, until it's too late.
Health care providers don't seem to care if your health plan covers
or doesn't cover their costs, as long as they are paid.

We'll start with a history of the industry,
and expand into the types of insurance policies and programs
available. Then we’ll look at coverage and, more importantly,
what's not covered. You'll learn about the Medical Information
Bureau; what they know about you, and more.

Use this book to help with the decision
making process rather than jumping into a new policy blindly.
Remember, this book is a tool. It will not tell you which policy is
best for you, nor will this book tell you which company has the
best or worst policies.

When you're finished reading this book, you
will be armed with information to help you overcome the fear of
purchasing the right policy for you and your family. Use the
information and consult your personal or insurance adviser to
determine which plan is best for you and your family.


Chapter 1 - History

 Did
you know that health insurance, as we know it today, is less than
150 years old? The first insurance programs in this country, in
fact, didn't pay for illness care at all. They covered lost wages
when one of their insured couldn't work due to an illness. Today we
call that type of coverage a disability policy.

The first health plans began in China. In
those days, people paid a fee for continued good health to their
equivalent of a local doctor or medicine person. When they became
sick, they stopped paying until the illness passed.

Early policies, in America, were either
accident plans or illness plans. In 1890, the St. Lawrence Life
Association wrote a policy that combined both illness and accident
into one plan.

As medical technology progressed, so did
health insurance. State governments or charitable organizations
funded early hospitals, which were considered places to go when you
were ready to die. When scientists began to understand the causes
of illness, hospitals became places to go to get better. Between
1873 and 1923, the number of hospitals grew from 149 to 6830,
according to the U.S. Department of Commerce. From 1923 until now,
hospitals have become the central focus of our health care
system.

Blue Cross was established in California in
1932 to cover the costs of a hospital stay. It didn't cover the
associated costs of physicians, outpatient services, or
medications. You had to be admitted to the hospital to benefit from
this plan. Doctors established Blue Shield to help offset their
charges. Both Blue Cross and Blue Shield became nonprofit
organizations and benefited by the enormous financial advantages of
their tax status.

During World War II, employers provided
health care benefits as an enticement to employees in lieu of
wages, which were frozen, at that time, by the government. The
plans offered then provided for much of the day-to-day costs for
health needs but left the insured without coverage for catastrophic
care. Catastrophic care, then, might have been 10 to 100 thousand
dollars. Today, catastrophic costs would approach 100 thousand to
10 million dollars.

Early health plans only covered about 10% of
the cost of illness. Now we expect insurance plans to cover most of
our medical costs. That's a radical shift in responsibility.

I call this phenomenon the triple edged
sword. On one edge is the health provider, edge two has the
insurance company, edge three has the public. As more people began
joining health plans, doctors and hospitals worked closely with the
plans to coordinate costs and coverage. The insurance companies
offered $5.00 office visits, which made the public ecstatic. As
medical technology began improving, the costs associated with a
doctor visit began to creep up to the point where insurance
companies would no longer offer those great $5.00 office visits.
Doctors and hospitals found they "NEEDED" to have the latest in
technology readily available and raised their rates to cover their
ever increasing overhead. It became a continuing upward spiral. As
new technology replaced the old, costs rose.

Insurance companies raised premiums to cover
their costs
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