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PART ONE [image: Image] HEALTH INSURANCE BASICS




1 GAME ON

In 2019, Donna Ferguson was a poster child for America’s out-of-control health care prices and the game-changing ways now emerging to find better and cheaper care. Her meme status stemmed from a story that explained how Ferguson’s employer—privately held Ashley Furniture Industries in Wisconsin—had paid for her to fly to Cancun from her home in Mississippi and then put her up in a nearby Sheraton hotel. It flew in a surgeon trained at the Mayo Clinic, and paid him to give her a knee replacement that was free to her.

The quality of the surgery and her care were first-rate. The costs for the procedure at a nice hospital were so much cheaper than in the United States that Ashley, which self-insures its health care coverage, came out ahead—so far ahead that the company cut her a $5,000 check to reward her for her troubles!

In 2020, by sobering contrast, the COVID-19 pandemic took us back decades. There were shortages of critical-care equipment, hospital beds, and caregivers, plus tragic weaknesses in nursing homes. But we also saw what we had been missing in health care.

Dedicated and compassionate healers put their lives on the line. Hospitals, doctors’ offices, pharmaceutical and insurance companies, and health care regulators relaxed or waived access and pricing rules so people could get protection and care. Health care heroes were everywhere. This was a health care system we could support.

Beyond the compassionate heroics, what was wrong with U.S. health care in 2019 is not only still wrong today but likely even worse. We have too few caregivers, rising affordability challenges, and a profit-driven system at odds with human needs. However, the pandemic also accelerated positive forces surrounding Ferguson’s treatment. They can make health care work for us, not the other way around.

Get What’s Yours for Health Care will explain what you can do right now to benefit from these changes. They are elements of a consumer-focused shift in care that is happening now and not waiting for government health reforms.

Self-insured employers like Ashley Furniture are beyond tired of paying out the nose for rising health costs. The tab for employer health insurance is about $700 billion a year and rising at double the rate of general inflation. This does not include the $375 billion in annual premiums and other out-of-pocket health care costs that we as employees pay.

Singly and in growing groups of like-minded organizations, employers are bypassing traditional health pathways. They are contracting directly with hospitals, doctors, and other providers of high-quality care at advantageous prices. These early adapters are proving how to save money—for themselves and their employees—while providing new incentives and decision-making tools that support healthier work forces.

Employer efforts to break the cycle of unsustainable health cost increases are hardly new, of course, so what’s changed? The short answer is digitized information and “big data.” It has taken hold of health care, just as it has other aspects of our lives.

The ability to capture and analyze massive amounts of health care information has guided existing companies and thousands of venture-backed start-ups to find ways to cut health waste and costs while improving the quality of care.

Within the medical community, this information has created pathways to evidence-based care. What works and what doesn’t? Where are doctors, hospitals, and other medical experts likely to make mistakes in their diagnoses and treatment recommendations? What does health care quality look like, which providers do it the best, and how can you find them?

The organizations and people who pay for health care—that means us!—are learning what care costs and not just what providers charge. Health insurers gather this information as part of their work to process and pay claims. They keep it to themselves, for privacy reasons and because the knowledge generated by their claims information is a competitive asset.

With self-insured plans, the insurers don’t always call the shots. They work for employers under administrative service contracts. These employers thus have the opportunity to know the prices their health plans have agreed to pay doctors, hospitals, and other health care providers. Thanks to the enormously detailed coding systems for medical billing that are now standardized, they can get detailed apples-to-apples comparisons of health payments where their employees receive care.

Even without government involvement, health care is already being reformed. Compelling signs that major changes are near a tipping point were provided last spring when hospitals were flooded with COVID-19 victims and closed to routine care, as were doctors’ offices.

Virtual health care, also known as telemedicine or telehealth, boomed. A study from management consultants at McKinsey & Company estimated that telehealth services soared in March 2020 from 0.2 percent to 7.5 percent of private health insurance claims. Total spending on telehealth, it projected, could rise to $250 billion a year, or nearly 100 times what had been forecast before the pandemic closed down much of the country.

Health providers “have rapidly scaled offerings and are seeing 50 to 175 times the number of patients via telehealth than they did before,” the report said. Ten years of projected growth occurred in sixty days.

Healthcare Bluebook, based in Nashville, Tennessee, was formed in 2008 because cofounders Jeff Rice and Bill Kampine believed they could unlock the secrets of health care pricing, find employers and others willing to pay them for their efforts, and, in the process, create tools to help employees and consumers understand the true cost of health care and how to find care that was less expensive and higher in quality.

They explained their business to me last year in a company conference room. Rice used a black marker to draw a simple word graphic on a well-worn whiteboard. It had only four entries—two across the top and two on the bottom: The top entries were “Patients” and “Employers”; the bottom entries were “Hospitals” and “Insurers.” Patients and employers are health care’s payers; hospitals, other health providers, and insurers receive our money.

Once upon a time, he explained, employer-funded health insurance paid patients for their health costs, and the patients then paid their health care providers. Over time, the connecting lines between patients and providers and those between patients and insurers began to blur and eventually vanished. Providers and insurers today bypass us. They negotiate in secret with one another over what providers will be paid for care, and then insurers send the agreed-upon amounts directly to providers.

In theory, insurers work for employers and others who pay their premiums. In practice, this has not been the case. “Once insurer payments began going directly to providers, consumers lost control,” Rice said. He then drew a new line on his whiteboard—a thick horizontal line separating patients and employers from providers and insurers. “All the money flows from the north to the south” of this line, he explained, and all the information about provider prices and final negotiated health costs stays on the south side of the line.

People pay close attention to their out-of-pocket costs and surveys chart rising health care affordability problems. Out-of-pocket costs, while certainly important, tell only part of the money story. They vastly understate the full costs of U.S. health care, which, as you’ll soon see, have largely been hidden from us.

We spent an astronomical $3.6 trillion on health care in 2018, including nearly $3.1 trillion for personal care (the rest went for research and other indirect spending). We will pat ourselves on the back if this total grows by only $100 billion from one year to the next. Health care in this country costs roughly twice as much per person as it does in other developed countries. Imagine for a moment what we could do with an extra $1 trillion or $1.5 trillion every year! Education. Infrastructure. Clean energy. Add your spending wish here.

Here’s a summary of personal care spending, including major payment sources:


2018 NATIONAL HEALTH SPENDING ($ BILLIONS)

	 

	Total

	Out of Pocket

	Private Health Ins.

	Medicare

	Medicaid




	Personal Health Care

	3,075.0

	375.6

	1,078.7

	697.2

	532.8




	Hospital Care

	1,191.8

	34.8

	481.1

	297.0

	196.6




	Physician and Clinical Services

	725.6

	61.2

	311.8

	170.2

	77.4




	Other Professional Services

	103.9

	26.1

	35.1

	27.2

	7.5




	Dental Services

	135.6

	54.9

	62.2

	1.2

	12.8




	Other Health, Residential, and Personal Care

	191.6

	6.8

	13.6

	4.9

	111.1




	Home Health Care

	102.2

	10.2

	12.2

	40.3

	35.9




	Nursing Care

	 

	 

	 

	 

	 




	Retirement Communities

	168.5

	44.8

	17.1

	38.1

	49.9




	Retail Outlet Sales

	

	

	

	

	




	Prescription Drugs

	335.0

	47.1

	134.3

	107.2

	33.4




	Durable Medical Equipment

	54.9

	25.5

	11.3

	8.9

	8.1




	Other Non-Durable Medical

	66.4

	64.2

	-

	2.1

	-




	Source: Centers for Medicare & Medicaid Services





We spend a much smaller percentage of that $3.6 trillion on actual care than in other places, and more dollars on health care coding, billing, administration, and other profit-related work. There is a shortage of doctors in the United States, but this would be a smaller problem if they could spend less time on nonmedical work, as do their peers in other nations.

Do we at least get the best health care in the world for all that money? The answer is a resounding “No.” Here are some metrics from the Organisation for Economic Co-operation and Development (OECD), which includes the United States and thirty-five other developed countries, mostly in Europe. In 2018, U.S. health spending totaled 16.9 percent of our economy, nearly double the OECD average of 8.8 percent. In 2017, the infant mortality rate in the United States ranked 31st among OECD members; we ranked 28th in life expectancy.

No other health system is so dominated by for-profit health care providers as is the United States’. They have powerful incentives to charge high and ever-rising prices and the ability to suck profits from the system. Public outrage has failed so far to produce change.

The reason is not a mystery. Reforms threaten health care businesses. They have developed extensive lobbying and public-influence operations to protect themselves. Do not expect them to voluntarily reduce their prices and profits. Instead, expect them to erect time-delaying barriers.
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If the national narrative on health care is so resistant to change and government is not able to act, what are we—consumers and patients—supposed to do? Do we even have it in us to take the fight to health care companies and help create a system that works better? Doing so will be unbelievably difficult because the U.S. health care system is stacked against us.

Study after study points to disappointing results when consumers are given the information and tools to make significant decisions about how they access care, choose providers, and pay them. But health care’s current reality, my research found, differs from the rearview mirror view that supported these earlier findings. Using the tools of Healthcare Bluebook and others, companies and consumers can help lower costs—for themselves and other health consumers.

Right now, this effort is being led by those businesses that already are armed with this information and are using it to aggressively shop for health care. They are providing these same tools to their employees and, eventually, this health data will weaponize all consumers to help them get better health outcomes.

The people on the south side of Jeff Rice’s Healthcare Bluebook line have worked hard so that you don’t think or worry much about the nearly $2.6 trillion in personal care costs that don’t come directly out of your pocket. Insurance companies have decided to hide these expenses as part of a codependent relationship with health providers that permits both to feed their money addictions. Look at the chart below and you’ll see what a good job they’ve done.

The incredible shrinking act of out-of-pocket health expenses hardly means we’re paying less for care. Just the opposite! Get What’s Yours can help you even the playing field. Lots of the money health providers collect—easily more than $1 trillion a year—rightfully belongs in your pockets, not theirs.

Countless people are proving that consumers can beat the system, that superior care at reasonable prices is possible, and that we don’t have to accept the status quo. They are a different breed of health care hero than the caregivers who manned the front lines during the heights of the pandemic. But they are heroes nonetheless.

[image: Image]

I have found a lot of these people in my research. Many of them, like Rice, work for or even founded “disrupters”—companies trying to upend the system, often with a goal of making lots of money in the process. These entrepreneurs often are motivated by compelling personal health stories.

These heroes also may be found in patient advocate offices. They are the passionate voices heard in social media discussion and support groups. They work in thousands of patient-centric health agencies, nonprofits, and, yes, hospitals, clinics, medical offices, and yes once more, even for what are widely considered the “bad guys” of U.S. health care—insurance, drug, and medical equipment companies.

These heroes shop for the best deal and pore over health quality ratings. They appeal rejections of their insurance claims. They fight the government about which treatments and drugs are approved and the rules for how insurers help pay for them. They don’t accept defeat or walk away—they speak up; they kick and scratch; they sue!

Their stories illustrate an evolving movement involving thousands of organizations and millions of engaged patients and consumers. View them not as the end of the transformation story. There will be more heroes and disrupters appearing each day.

As noted, these heroes are mastering data-fueled tools. Once these informational genies have been released, old ways of doing business will change forever.

I’m not suggesting that these tools are enough. Health reform is needed. The point here is that you can use these tools right now to achieve better health outcomes, easier access to care, and lower health care bills. If you do, you will be better off. You will be paying it forward for other health consumers. They will benefit from the changes you spearhead whether they know it or not.

Should we have to do these things to get the care we need? Of course not. Get What’s Yours for Health Care is based on the system we’ve got, however, not on the one we’d like. To have the greatest impact, you need to look beyond your self-interest, beyond your own out-of-pocket costs, to the much larger pot of total costs that health providers collect for their services. Failing to do so will help perpetuate a business model that has been harmful to our health for many decades.

Mike Baker’s day job has included overseeing the quality of consumer experiences provided to something like 50 million people who are customers of UnitedHealthcare, the largest private health insurer on the planet. Now, you might say, the bar must be set low for his work. We’re talking about health insurance, right? Yet of all the people whose views and research are included in Get What’s Yours, no one stood out as more of a consumer advocate than Baker, ostensibly the fox guarding the henhouse. When he talks about what consumers need from health care—comments I’ve included in upcoming chapters—Baker is so ardently pro-patient that he sounds like an industry critic. Could this just be an act for my benefit? I don’t think so.

What I do think, and what this book is about, is that there are lots of people like Baker in businesses and nonprofits across the country who think people deserve a better deal. Given the daily outrages about the price, quality, and access to care, it is safe to say that these people are not typical. They are outliers in pursuing better outcomes for consumers, and point to better ways of providing and paying for care.

If their ideas and solutions were widely known and used, the fervor for health reform would subside. I am not holding my breath waiting for this to happen. And you don’t have to wait, either. These better ways of providing and paying for care are available now, and I will get to them in short order.

Before moving on, I’d like to address another reality of health care. Everyone has a health care story, and their view of care—their reality—is largely determined by their own experiences. Like the proverbial elephant and the blind man, the part of health care a person touches tends to define all of health care for that individual.

This is as true for doctors and health care experts as it is for us. I have lost count of all the doctors who have expressed “shock and outrage” at injustices inflicted on their loved ones or their patients in the aftermath of disastrous encounters with health care. If even a doctor can come up so short, these stories conclude, what hope is there for the rest of us? The flaw here is the assumption that doctors know how health care insurance, price-setting, hospital billing, and access to care work. For the most part, they do not.

I have tracked anecdotal health care experiences on social media, supported by detailed surveys and studies of millions of American health care consumers. Extrapolating anyone’s personal experiences with health care to support broader conclusions is potentially a mistake. Despite this realization and my best efforts, I am likely guilty of making this mistake myself in the following pages. I beg your apology for doing so.

Clearly, the system is broken for many people some of the time. It is not broken for most people most of the time. Where health care tends to break down is at the extremes—serious illnesses, horrendous expenses and bills, seemingly heartless companies that deny and ration care, stories that break our hearts about miracle cures that are tantalizingly out of reach.

Health care costs represent a growing affordability crisis. Families often spend a quarter or more of their incomes on health care. Projections say things will get worse. (A look at health spending for individuals and families is in Appendix 1.)

All of this points back to the 330 million Americans who do not have the luxury of waiting for health reform and must cope with health care as it now exists. Six out of seven Americans need some form of health care each year, according to the government’s recent health census.

The number of times we seek care during the year is staggering: a billion visits to doctor’s offices, 145 million emergency room visits, and 35 million hospital admissions. Whether you need care now or not, these numbers suggest you will. Fortunately, there are health care heroes who can help you right now. They have found better answers and pathways to provide you access to quality health care at an affordable price. This book is for you and is dedicated to them.




2 HEALTH INSURANCE: FRIEND AND FOE

Health insurers can take your money—lots of it—and then deny you the health coverage you thought you were assured when you laid out all that money. In the process, they make out like bandits, with profits in the billions, accessorized with obscene executive salaries. No wonder hating insurance companies is a national pastime.

I’m not here to pile on or defend health insurers. My task is to explain how they work and how you can work with them. I do happen to think that health insurers play an important role in health care and that we will continue to need them, or at least their skills, regardless of how much we might dislike them and want to reform the system.

By way of disclosure, I once worked for a large health insurance company, and can confirm that many decent human beings worked there. I have been paid money by the biggest health insurer—UnitedHealthcare—to provide online consumer content about Medicare, the subject of a book I wrote a few years ago.

In broad terms, insurance allows a group of people to engage in activities while being protected from potentially ruinous losses. A classic example of insurance, and in fact a primary reason for its invention, involved voyages a long time ago by oceangoing vessels where the risk of losing a ship at sea, along with its valuable cargo, deterred people from setting sail.

Ship owners formed insurance pools and paid money into a common pot. Owners who lost ships received funds to offset their losses. Such protection encouraged more merchants to enter the maritime trades, creating more opportunities for them and the people who worked on their vessels, provided their cargoes, and bought their wares.

Owners of ships who were not damaged paid owners who did suffer losses. Fast-forward a millennium or two and now take a look at modern consumer insurance markets. Auto insurance is legally required. People who suffer accidents can face big claims, especially for personal injury. Insurance protects them from ruinous expenses, paying their expenses out of premiums from people who don’t have accidents.

Safe drivers generally go along with this system and may even get a discount. Bad drivers may get placed in a special risk pool, paying higher premiums. Auto insurers are not running charities and try to make a lot of money. No one squawks too much about their profits, and to support this premise, do you have a clue about how much money your auto insurer makes?

This concept of “pooling” risks—having lots of people share the costs of paying for damages suffered by a small number—has become something we accept if not always understand. If your neighbor’s home burns down, you probably don’t complain about how much money that claim will cost you personally, or bemoan the profit level of their insurance company.

So it is, or is supposed to be, with health insurance. Here, premiums from healthy people pay for the health expenses of people with health problems. One of the reasons Medicare works, and of course it has many failings, is that it covers more than 60 million people, funded in part by payroll taxes. It has a huge risk pool and even larger payer population.

Because it covers so many people, it has the clout to set relatively low payment rates for the health care that it covers. Even so, Medicare runs annual deficits approaching half a trillion dollars. They will be headed higher and higher until we figure out how to better manage the system.

Even large risk pools don’t support attractive benefits when nearly everyone in the pool regularly needs care. This is why dental insurance benefits tend to be modest, as do benefits for stand-alone hearing and vision plans. Including such benefits in broader employer plans is increasingly common, expanding these risk pools and pointing toward better coverage for those with serious dental, hearing, and vision needs. Shopping for all types of insurance, including these speciality coverages, requires the consumer fact-finding covered in Chapter Thirteen.

The process of managing the care we receive, or even accepting the notion that it should be managed, is at the center of many significant health system challenges. Private insurers are the ones trying to manage our care, and many people would give them a failing grade.

Beyond their profits and rejected claims, the reality is that we love to yell at the refs. That’s the role health insurers play and it’s been greatly expanded in recent years, leading to rising complaints. Like many problems, this trend originated in a good place.

The 2010 Patient Protection and Affordable Care Act (ACA), for all its endlessly debated benefits and flaws, ushered in a broadened set of health conditions that health insurers are now legally required to cover. The biggest change was the end of restrictions on covering preexisting health conditions. The ACA also expanded coverage of preventive care and encouraged people to stay healthy. Even if the ACA were repealed, few people want to return to the way things were before 2010.

One impact of broader insurance coverage includes the potential for greatly expanded access to and use of care, along with a lot of pressure to raise insurance premiums and health spending. This consequence threatened to make health care even more unaffordable, and led insurers to ramp up programs to reduce expenses by managing care.

We don’t like being managed, even when it’s for our own good. Of course, insurers’ managed care programs often do not seem to be for anyone’s good save their executives and stockholders. In truth, this is a slippery slope for insurers. Managed care, even when done correctly, can easily be interpreted as rationed care. This is strongly associated with rejections of insurance claims and other realities of being a referee that insurance companies don’t like to talk about.

Many studies of managed care programs have shown them to be effective in reducing care that is not medically effective and encouraging care that has been proven to be effective. This has resulted in improved health and lower costs—a hard feat to accomplish.

You might think this would earn health insurers some accolades. Just the opposite has happened, due in no small measure to record insurer profits in their managed care programs. At the same time, consumer health prices are rising. People know how to do the math here.

Right now, managed care is positioned to take on an even more prominent role in health insurance. There simply is no way to control let alone reduce runaway health spending without some combination of price cuts and reductions in the amount of care. Please ponder this thought for a few seconds before moving on.

Any meaningful change in health care will require tough gatekeepers to set and manage the rules. Congress could enact laws giving more or even all of that job to government regulators. If that day ever comes, there will be valid questions whether government bureaucrats would manage things any better than, or even as well as, private insurers.

In the meantime, private insurers are our health care gatekeepers. They exert great influence on health care access, quality, and affordability. Hate them if you will. Ignore their rules at your peril. This warning is especially true during your plan’s annual enrollment period. Do not get locked into a plan that is a bad fit for you and your family.

HEALTH INSURANCE 101

Roughly 300 million Americans are covered by health insurance, with the number of uninsured fluctuating between 20 and 30 million. Many in this last group are only temporarily uninsured and many younger consumers have chosen to go without coverage even though they can afford it.

Here’s the breakdown of who has coverage from federal government reports:


PROJECTED U.S. HEALTH INSURANCE COVERAGE IN 2020

	Type

	Number  




	Employer group plans

	160 million




	Medicaid and CHIP (Children’s Health Insurance Program)

	74 million




	Nongroup coverage (incl. ACA)

	14 million




	Medicare

	62 million




	Less people with both Medicare and Medicaid

	- 9 million




	TOTAL INSURED

	301 million




	Number Uninsured

	32 million




	TOTAL US POPULATION

	333 million





There still are too many cases of people suffering financial and health damage because they lack insurance. Despite these optics, the view from this seat in the peanut gallery is that health care affordability is a greater national problem than access to insurance. Saving you money is a primary goal of this book, so let’s move from morality to money.

Beyond health insurance premiums, you need to know industry payment terms. Co-pays and coinsurance, for example, sound interchangeable. They are not. Co-pays are fixed amounts you pay for certain services, such as office visits. Coinsurance is your percentage share of the cost of a service or drug.

The other thing you need to know is your maximum out-of-pocket (MOOP) cost for covered health spending for the year. Some plans, particularly in Medicare, have separate MOOP limits for medical care and drugs.

These money rules are important. Don’t expect someone from your insurance company to call you on the phone to tell you about them. The burden is on you to know how your health plan works. In answering thousands of reader health insurance questions over the years, I have found that making assumptions about anything to do with health care may set you up for a bad outcome.

Don’t assume. Find out.

HIGH-DEDUCTIBLE HEALTH PLANS

High-deductible health plans reduce employer spending on employee benefits. For 2020, the limits that employers need to follow in setting up high-deductible plans are a minimum annual deductible of $1,400 ($2,800 for a family), and a maximum of $6,750 ($13,500 for a family).

These plans require you or your health providers to submit health expenses to your insurer, thus documenting covered expenses that count toward your annual deductible. It’s only when this mark has been reached that your health plan begins paying benefits.

If you buy care on your own without telling your insurer, it won’t count toward your deductible. More and more price bargains can be found outside the insurance system, particularly on generic drugs. You need to do the math to figure out if it makes sense to use your insurance here.

Building an annual timeline of predictable health needs can guide these decisions. In some cases, you can defer doctors’ appointments and other services until later in the year when you have met your deductible.

Having forked over a bunch of money for health insurance premiums, people are understandably irked about having to pay yet more money for their care before their insurance plan begins to actually provide insurance. I will reserve a virtual spot for you at the bar to nurse a drink and some grudges about this system. Once we sober up, we’ll still face the need to pay the money.

Many high-deductible plans include health savings accounts, or HSAs, funded with a mix of employer and employee pretax contributions. These plans are governed by IRS rules, and if you’re not already a close friend of IRS Publication 969 (Health Savings Accounts and Other Tax-Favored Health Plans), just wait.

In 2020, HSA plans can be funded with up to $3,550 for individual plans or $7,100 for family plans. People aged 55 or older can contribute an additional $1,000 ($2,000 if a family plan covers two people who meet this age test).

To qualify for tax breaks, a workplace plan must be sponsored by an employer and managed by a financial institution. They can’t be set up by employees. Individuals without employer plans, however, can set up their own HSAs if they have individual or family plans, usually found on state ACA marketplaces.

If you’re in a plan that covers your spouse, and your spouse is 55 or older, they may need to set up their own HSA to qualify for that extra $1,000 pretax contribution.

Contributions to HSAs need not be limited to your employer, you, or your spouse. Any relative or friend can pitch in, although I’ve never seen a reliable estimate of how many actually do so. Given the cost of health care, the image of people panhandling for HSA contributions is weirdly plausible.

HSAs have the most attractive tax treatment of any consumer investment account. Contributions to a 401(k) or IRA are tax deductible, but you face a tax hit when you later withdraw these funds. A Roth IRA, by contrast, allows you to invest post-tax funds and later withdraw your proceeds tax free.

HSAs give you a tax-free ride on both ends of the process, so long as your withdrawn funds are spent on approved medical expenses. The definition of such allowable expenses goes beyond what your health insurance covers. For example, payments for genetic tests to 23andMe are approved. IRS Publication 502 (Medical and Dental Expenses (Including the Health Coverage Tax Credit) lists approved expenses.

You can spend HSA funds whenever you like, or you can decide not to spend them at all. These account balances can be invested in mutual funds and are yours to use long after you’ve retired. They make terrific rainy day health care funds.

Readers approaching eligibility for Medicare or Social Security need to be aware that IRS rules prohibit continued pretax HSA contributions to anyone receiving benefits from either program. More people are continuing to work past the age of 65, and this rule trips up many of them.

In late 2019, President Trump issued an executive order directing Social Security to explore changing its rules so that older workers can collect Social Security and still contribute to workplace HSAs. This would be a game changer for people who continue to work past age 65.

IT’S ALL ABOUT THE NETWORK

A prominent feature of managed care plans is their requirement that people receive care from doctors, hospitals, nursing homes, and other licensed health care professionals in a plan’s provider network. Going outside a plan’s network can cost a lot more or even result in a denial of coverage, meaning you’d have to pay the full bill yourself.

By agreeing to be in an insurer’s network, health providers often accept lower payment rates. These savings are important to insurer profits. Participating providers can, in theory, accept lower rates and still come out ahead because the insurance plan will send more patients their way. In practice, doctors often feel trapped between the two opposing forces that dominate local health markets—insurance companies and area hospitals.

Powerful hospitals often have relationships with so many area doctors that they are in the driver’s seat when it comes to insurance plan networks. Alternatively, if an insurer has lots of consumers enrolled in its plan in a local market, it has more clout in convincing doctors, hospitals, and other care providers to join its network and agree to payment terms favorable to the insurer.

I have never met a health care consumer who likes provider networks. Doctors are no fans, either. Networks limit choice, expose people to surprise bills from non-network providers, and lead to many rejected insurance claims from people who innocently violate network rules that probably were never explained to them when they enrolled in the plan. Again, don’t assume; find out.

Flaws notwithstanding, networks are here to stay.

Plans with narrow provider networks and small geographic coverage areas are known as HMOs (health maintenance organizations) and provide the cheapest care for insurers and employees. Preferred provider organization (PPO) plans are more expensive, have broader networks and wider coverage boundaries, and give you more control over who provides your care.

Employer plans may include both options. Employers with national workforces may even offer a national PPO that permits employees broad care choices while still achieving favored pricing from providers in the network.

The best way to ensure the accuracy of who your doctors and specialists work with is to ask them and then confirm this with your insurance company. Surveys find that roughly half of provider network listings have at least one mistake. This shouldn’t be a surprise. A typical physician practice works with twenty health plans, each with its own information systems, formats, and update requirements.

This is one example of health care’s administrative failings. Different technology platforms breed communications and data-transfer problems. More than one-third of U.S. health care spending is on administrative costs—way more than in other countries.

Someday, we will have a common technology platform for provider directory entries and other personal health information. This health care theme park is named “Interoperability” and literally thousands of people are working on blue prints to build it. A physician’s office will then be able to enter its information once and it will be shared with all the health plans with which it works. Holy Single Payer, Batman! What a concept! Maybe my heirs will benefit.

WHAT’S COVERED AND WHAT’S NOT

Lauren Bond worked as an emergency room nurse in Southern California for Dignity Health, a big health provider with services in more than twenty states. When she went into the hospital to give birth in the fall of 2018, she thought the insurance provided by Dignity would cover her. Bond’s daughter was premature and weighed all of a pound and a half when she was delivered at only twenty-six weeks.

Bond got a bill for $898,984 and learned that Dignity, which self-insures its health coverage, had taken the position that Bond had failed to add the infant to her insurance plan within the thirty-one-day period specified in the fine print of documents she had received when she was hired six years earlier. The company said this requirement was repeated in documents sent to her nine days before her daughter’s birth. Bond had already been admitted to the hospital by then.

Bond appealed whenever and wherever she could, to no avail. Dignity repeatedly stuck to its position until Bond took her lament to social media and posted a picture of her enormous bill on Facebook.

ProPublica, a journalism nonprofit that investigates health system abuses, posted a story about her case written by reporter Marshall Allen. He took no prisoners, noting that Dignity’s marketing motto was “Hello human kindness




	Do not assume your health procedure is covered.

	Do assume you will need prior approval for any serious medical procedure.

	Call your insurer ahead of time and confirm you are covered and that you have received prior approval if it is required.

	Get any confirmation and approvals in a written and time-stamped communication.
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