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EXECUTIVE SUMMARY

The growth in the number of U.S. women who lack health insurance has
accelerated in recent years to a rate three times that of men. If the trend continues, the
number of uninsured women will surpass that of men for the first time in 2005. This is of
great concern, since women on average have greater need for health care over their
lifespan than men, including preventive services and care during pregnancies and
childbirth. Recent policy proposals to reduce the number of uninsured have centered on
providing low-income people with tax credits to buy health coverage in the individual
insurance market. Early this year, for example, the Bush Administration proposed a
refundable tax credit of up to $1,000 per year for single adults, with the credit phasing out
at incomes between $15,000 and $30,000.

This study finds, however, that tax credits at the level of those in recent proposals
would not be enough to make health insurance affordable to working women. Not only
would tax credits buy less coverage for young women than they would for young men, in
many markets no individual policies are available at all. In markets where plans are
available, even young, healthy women ages 25 or 35 with annual incomes that fall in the
range of current tax credit proposals ($15,000 or less) could face deductibles that would
comprise as much as a third of their income for plans with $1,000 and $1,500 premiums.
Despite such high deductibles, however, few of these plans include maternity coverage,
which is an important benefit to many young women. Older working women fare even
worse: in the few cities where individual plans are available, a woman age 50 could spend

more than half of her annual income on deductibles for plans with premiums at or below
$1,000.

To gauge the impact that proposed tax credits would have on the ability of
uninsured working women to purchase health insurance in the individual market, we
relied on a website that provides information on individual health coverage,
www.ehealthinsurance.com. We collected premium quotes and benefit information for
healthy, nonsmoking women and men ages 25, 35, and 50 in 25 cities throughout the
country from April to August of 2002. To see how women might fare with the tax credits
considered in recent proposals, we examined the types of individual insurance policies that
are available for women at annual premiums of $1,000 and $1,500. The report looks at
women’s likely premium costs for low-deductible ($250 or less) policies that are
comparable to policies prevailing in the group market and to those currently covering
tederal employees and members of Congress. Plans included in the analysis were required

to have some degree of prescription drug coverage, some coverage of doctors’ office visits,
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and a cap on out-of-pocket expenses. Information was obtained for women and men in

excellent health who do not smoke.

Following are some of the key findings from the study:

$1,000-Premium Health Plans

A $1,000 premium would not buy women in excellent health access to a plan in
all of the 25 cities examined. Access to coverage worsened with age: $1,000-
premium plans were available in 20 cities for 25-year-old women, 17 cities for

35-year-old women, and just two cities for 50-year-old women.

All $1,000-premium plans examined included high front-end deductible
requirements that increased sharply with age. Median annual deductibles were
$1,500 for 25-year-old women and $2,500 for 35-year-olds. In the two markets in
which women at age 50 could find an individual plan, deductibles were $5,000
and $10,000 (Figure ES-1).

Figure ES-1. Median Deductibles for Plans with
Premiums of $1,000 or Less and $1,500 or Less

Healthy Women Ages 25, 35, and 50

Median deductibles
H Premium $1,000 or Less OO Premium $1,500 or Less

$10,000 -
$8,000 - $7,500
$6,000 - $5,000
$4,000 - $2,500
$2,000 1 $-1’500515500 -$1_’°“’°
$0 T T )
Age 25 Age 35 Age 50

Note: Most plans do not include maternity benefits.
Source: Analysis of data collected from ehealthinsurance.com, April-August, 2002.

Men had access to more $1,000-premium plans and faced lower deductibles than
women did, but their choices declined and deductibles rose with age. The median
deductibles for men were $1,000 for 25-year-olds and $2,250 for 35-year-olds.
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Only one city had a plan available to 50-year-old men, and that plan had a
$10,000 deductible.

The deductibles of $1,000-premium plans translate into substantial economic
burdens for women and men with annual incomes that fall in the range of current
tax credit proposals. As a percentage of a $15,000 annual income, deductibles
ranged from medians of 10 percent and 7 percent, respectively, for 25-year-old
women and 25-year-old men; to 17 percent and 15 percent, respectively, for
35-year-old women and men; to 50 percent or more for 50-year-old women

and men.

$1,500-Premium Plans

Raising the amount of the premium to $1,500 increased access to plans for women
at all ages. A larger number of cities also had plans with lower deductibles, so that
median deductibles fell to $500 for 25-year-old women and $1,000 for 35-year-
old women. Yet, older women remained severely handicapped by their age; the
median deductible for 50-year-old women was high—$5,000 (Figure ES-1).

Low-Deductible Plans

Plans with deductibles comparable to those in plans that federal employees and
members of Congress are offered ($250 or less) in general had premiums more
than double a $1,000 tax credit. The median premiums for low-deductible plans
were $2,016 for 25-year-old women, $2,448 for 35-year-old women, and $3,548

tor 50-year-old women.

As a share of a $15,000 annual income, the median sum of these premiums and
deductibles for women ranged from 15 percent for 25-year-olds, to 18 percent for
35-year-olds, to 26 percent for 50-year-olds. A $1,000 tax credit would reduce
those shares to 8 percent, 11 percent, and 19 percent for 25-year-olds, 35-year-
olds, and 50-year-olds, respectively (Figure ES-2).
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Figure ES-2. Premiums for Plans with Deductibles
of $250 or Less as a Share of Annual Income with
and Without a $1,000 Tax Credit

Median for Healthy Women Ages 25, 35, and 50

Percent of $15,000 annual income

H Without Tax Credit [JWith Tax Credit

40 -
30 26

20 - 15 18

0 - . : :

Age 25 Age 35 Age 50

Note: Most plans do not include maternity benefits.
Source: Analysis of data collected from ehealthinsurance.com, April-August, 2002.

Maternity Benefits

Maternity benefits were rarely included in health plans’ base premium rates. In the
majority of cities, health plans that were available for women either did not
include maternity benefits at all, sold them as a separate rider at additional cost,
severely limited benefits, or imposed long waiting periods. Increasing the premium
to $1,500 did not increase availability of maternity coverage. Even low-deductible

plans with high premiums did not, in most cases, include maternity benefits.

Regional Cost Differences

Flat-rate tax credits of $1,000 or $1,500 would buy substantially difterent benetfits
for women of the same age with the same health characteristics living in different
parts of the country. There were no consistent regional patterns across the cities

examined.

CONCLUSION

This study found that low-income women would be hard-pressed to find an aftfordable

health plan, even if they were in excellent health. In many cities, it would be hard for

women to find a plan at all. Moreover, research has indicated that people in poor health or

with only minor health conditions have even fewer options or face higher premiums and

more limited benefits than people in excellent health. Given that just one of four

uninsured women in the United States rates their health as excellent, the majority of
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uninsured women would likely face significantly higher premiums than those examined

for this report.

To make a tax credit program work better for both men and women, some have
proposed that the federal government limit the extent to which rates charged within
markets for insurance plans can vary by sex, age, or health characteristics. Attempts to do
this in the individual market at the state level have had mixed results, however. Some have
also suggested that the imposition of minimum benefit standards or a requirement that
health plans offer at least one standardized benefit plan would help guarantee access to
benefits such as maternity coverage. Other actions suggested by researchers to improve the
functioning of the individual market include the creation and subsidization of high-risk
insurance pools and the involvement of the federal government as a reinsurer for people
who have health expenditures that are among the highest 2 to 3 percent. Alternatively, tax
credits or premium subsidies might be coupled with options for low-income uninsured
people to buy insurance in the group market, which pools health risks across gender, age,

and other variables.

Even if coupled with group options, however, any tax credit or premium
assistance based on flat rates would still confront geographic variations in premiums and
underlying health care costs. The variations observed in this 25-city study of the individual
insurance market most likely reflect underlying differences in provider fees and patterns of
care across markets, the particular dynamics of the individual insurance market, and state
variations in regulations aftecting policies sold on an individual basis. The lack of distinct
regional patterns in health plan costs means that there is no simple way to provide flat-rate
premium assistance that would buy a similar package of benefits for working people with

low incomes across the country.



HEALTH INSURANCE TAX CREDITS:
WILL THEY WORK FOR WOMEN?

INTRODUCTION

Nearly 41.2 million Americans—nearly 15 percent of the U.S. population—went without
health insurance in 2001, an increase of 1.4 million people from 2000." To reduce the
number of uninsured, Congress and the Bush Administration recently outlined proposals
that would provide tax credits to help low-income adults and families purchase insurance
in the private, individual insurance market. Early this year, the Bush Administration
proposed a refundable tax credit of up to $1,000 a year for single adults, with the credit
phasing out at incomes between $15,000 and $30,000.” Although such a policy is well
targeted—more than half of those without insurance earn less than $20,000 per year—
there 1s concern that the $1,000 credit would not be sufficient to enable adults with

incomes below $15,000 to purchase affordable coverage of reasonable quality.”*

Women currently comprise just under one-half of the uninsured, but the welfare
changes of the 1990s and lower health insurance offer rates to women by employers have
contributed to a rate of growth in the uninsured rate for women that has outpaced that for
men in recent years.” By 2005, more women than men are expected to be uninsured.’
This is of great concern, since women on average have greater need for health care over
their lifespan than men, including preventive services and care during pregnancies and
childbirth.” Women also are more prone to chronic illness and are more likely to use

mental health care and prescription drugs.

Such greater health care need translates into higher expected medical costs over a
woman’s lifetime, which insurers are likely to take into account when they set insurance
premiums for policies sold on the individual market.® At younger ages in particular, adult
women are likely to face higher premium costs in the individual market than their male
counterparts. Even at lower fixed premium rates, women are likely to be offered plans

with fewer benefits than those oftered to men of similar age and health.

Gender-related premium differentials thus pose a challenge for proposals that
would couple tax credits with purchase of policies sold in the individual insurance market.
To see how women might fare with the tax credits considered in recent proposals, this
study examines the types of individual insurance policies that are available for healthy,
nonsmoking women in 25 cities across the country at annual premiums of $1,000 and

$1,500. The report also examines the likely premium costs for women if they tried to



purchase a policy with low deductibles, comparable to policies prevailing in the group
market and currently covering federal employees and members of Congress. For the
purposes of comparison, we also examine the types of policies that would be available to

healthy, nonsmoking men on the individual market for a $1,000 premium.

The analysis explores how financial protections and the scope of benefits, including
maternity benefits, vary by a woman’s age and area of residence. The cities included in the
study represent major markets in 25 difterent states, which together account for nearly 75
percent of the U.S. population. The cities were selected for geographic diversity and
because they are representative of different regulatory approaches to individual insurance

markets.

METHODOLOGY

Using an online site that provides information on individual health coverage,
www.ehealthinsurance.com, we collected premium quotes and benefit information for
healthy, nonsmoking women and men ages 25, 35, and 50 in 25 cities from April to
August of 2002. To ensure that the cities represented a high proportion of the U.S.
population, we selected the 10 most populous U.S. states (with populations of 8 million or
more) and then selected the largest city within each. To ensure a range of market sizes, we
selected the capital city in three of the smallest states (with populations of less than 1
million). We also selected cities from different regions of the country with varying degrees
of individual market regulation.” Under these criteria, the final sample includes six states
from the West, seven states from the Midwest, six states from the South, and six from the
Northeast and Mid-Atlantic regions of the country.'’ Of these, two states—New York
and New Jersey—require health plans to charge the same rate for the same benefit package

irrespective of age, sex, or health status.

To ensure that all plans covered a range of basic medical care services as well as
some protection against large medical bills, we restricted the analysis to plans that included
at least some coverage of physician office visits, some coverage of prescription drugs (even
if only a discount card), and some limit on a patient’s out-of-pocket expenses. Using these
basic criteria, we examined the types of individual insurance policies that would be
available to healthy women at ages 25, 35, and 50 for annual premiums of $1,000 and
$1,500. These premium levels were selected to be at or within 50 percent of the levels
under consideration in recent tax credit proposals. If more than one plan met the selection
criteria, we selected the “best” plan for the given premium rate by first choosing the plan

with the lowest deductibles and then choosing the plan with the lowest cost-sharing.



To see how premiums might change if women were to seek plans with deductibles
comparable to those typical in the employer-sponsored group insurance market, we
obtained premium quotes for women in each city for an annual deductible of $250 or less.
This level is similar to the deductibles in the most popular plan among federal employees
and to the $270 average employer-sponsored group insurance deductible reported in a

2002 employer benefit survey.''

This study design resulted in three different types of plans for each of the three age
groups of women within each of the 25 city markets. For comparison purposes, we also
examined what a $1,000 annual premium would buy healthy men at each of the three age

levels in each market.

With the exception of New York and New Jersey, all the rates in the report reflect
quotes for a healthy woman or man who does not smoke. In most states, premiums would
be higher if the applicant had a past history of health problems, was in poor health or had
chronic health conditions, was a smoker, or otherwise fell into some higher-risk category
known to insurers.'> A series of tables summarizes results of the study for the three types of

plans and the appendix provides detailed findings for plans by city.

FINDINGS

What Plans Are Available to Women for a $1,000 Premium? How Do They
Compare with Those Available to Men?

The study found that a $1,000 premium would not buy all women access to a health plan
in all of the 25 cities, and that access worsened with age. Women at age 50 had the worst
prospects: only those living in Cleveland and Baltimore could find a carrier willing to sell
coverage in their age group for a $1,000 annual premium. At age 25, a healthy woman
could find a plan with a $1,000 premium in 20 of 25 cities. Options fell for 35-year-old
healthy women, who could purchase plans for $1,000 premiums in only 17 of the 25 cities
(Table 1).



Table 1. Availability of Individual Health Insurance Plans for Premiums
of $1,000 or Less, Women and Men Ages 25, 35, and 50

WOMEN MEN
THE NUMBER... Age 25 Age 35 Age 50 Age 25 Age 35 Age 50
Of cities studied 25 25 25 25 25 25
With at least one plan 20 17 2 22 20 1
Where plan deductible* is...
$500 or less 1 1 0 5 1 0
$501-$1,000 8 0 0 12 2 0
$1,001-$2,499 5 1 0 3 7 0
$2,500-$4,999 3 8 0 0 9 0
$5,000 or more 3 7 2 2 1 1
Median deductible $1,500 $2,500 $7,500 $1,000  $2,250  $10,000

* In-network deductibles are presented. Out-of-network deductibles are higher.

Source: Authors’ compilation based on quotes from www.ehealthinsurance.com, April-August, 2002.

In the cities where plans were available, all plans included high front-end
deductible requirements that increased sharply with age. In the 20 cities in which 25-year-
old women could find a plan, median annual deductibles were $1,500, ranging from $500
in Los Angeles to $5,000 in three cities: Atlanta, Kansas City, and Miami (Tables 1 and 2).
For 35-year-old women, the median deductible in 17 cities was $2,500 and ranged from
$500 in Los Angeles to $5,000 in seven cities. In the only two markets in which women at
age 50 could find a plan, deductibles were $5,000 (Cleveland) and $10,000 (Baltimore).
Thus, the median deductible for 50-year-old women is more than five times the median

deductible for the plans available to 25-year-old women.

Younger men (ages 25 or 35) would have access to $1,000-premium plans in more
cities and would generally face lower deductibles than would women of the same age
(Tables 1 and 2). At age 25, men would have access to plans in 22 of the 25 cities, while
35-year-old men would have access to only 20 plans. The median deductible for 25-year-
old men was $1,000 and ranged from $500 in five cities to $5,000 in two cities. At age 35,
median deductibles for men climbed to $2,250, with a range of $500 to $5,000. Like 50-
year-old women, 50-year-old men would have little access to affordable health coverage.
Only one city (Baltimore) had a $1,000-premium plan available to 50-year-old men, and
this plan included a $10,000 deductible.



Table 2. Deductibles* of Best** Plan for Premiums of $1,000 or Less
in Each Market, Women and Men Ages 25, 35, and 50

WOMEN MEN
CITY, STATE Age 25 Age 35 Age 50 Age 25 Age 35 Age 50
Cleveland, OH $1,000 $2,500 $5,000 $500 $1,500 No Plan
Baltimore, MD $800 $2,500  $10,000 $750 $1,500 $10,000
Los Angeles, CA $500 $500 No Plan $500 $500 No Plan
Houston, TX $2,000 $2,000 No Plan $1,500 $2,000 No Plan
Cheyenne, WY $1,000 $2,500 No Plan $500 $1,000 No Plan
Denver, CO $1,000 $2,500  No Plan $1,000 $1,500 No Plan
Des Moines, TA $1,000 $2,500  No Plan $750 $1,500 No Plan
Hartford, CT $1,000 $2,500 No Plan $750 $1,500 No Plan
Philadelphia, PA $1,000 $2,500 No Plan $1,000 $1,500 No Plan
Seattle, WA $1,000 $2,500 No Plan $1,000 $2,500 No Plan
Chicago, IL $1,500 $5,000  No Plan $1,500 $3,000 No Plan
Durham, NC $1,500 $5,000  No Plan $500 $1,000 No Plan
Detroit, MI $1,650 $5,000 No Plan $1,000 $2,500 No Plan
Phoenix, AZ $1,650 $5,000 No Plan $750 $2,500 No Plan
Milwaukee, WI $2,500 $5,000 No Plan $1,000 $2,500 No Plan
Nashville, TN $2,500 $5,000  No Plan $1,000 $2,500 No Plan
Pierre, SD $2,500 $5,000  No Plan $500 $2,500 No Plan
Atlanta, GA $5,000 No Plan No Plan $1,000 $2,500 No Plan
Kansas City, KS $5,000 No Plan No Plan $1,000 $2,500 No Plan
Miami, FL $5,000  No Plan No Plan $1,500 $5,000 No Plan
Helena, MT No Plan No Plan No Plan $5,000  No Plan No Plan
New Orleans, LA No Plan No Plan No Plan $5,000 No Plan No Plan
Newark, NJ No Plan No Plan No Plan No Plan No Plan  No Plan
New York, NY No Plan No Plan No Plan No Plan No Plan No Plan
Providence, R1 No Plan No Plan No Plan No Plan No Plan No Plan

* In-network deductibles are presented. Out-of-network deductibles are higher.

** Best plans in a market are those that include coverage of prescription drugs and doctors’ office visits,
a cap on out-of-pocket expenses, the lowest deductibles, and the lowest cost-sharing.

Source: Authors’ compilation based on quotes from www.ehealthinsurance.com, April-August, 2002.

Even if a tax credit covered the entire cost of the annual premium, the deductibles
of these $1,000-premium plans translate into substantial economic burdens for women and
men with annual incomes of $15,000. Table 3 shows deductibles for these plans as a
percentage of income."” Women at age 25 could potentially spend 10 percent or more of
their income on deductibles in more than half the cities in which they could find

coverage. Young men, by comparison, might spend that amount in just five of 23 cities.
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Table 3. Deductibles* as a Percent of Annual Income of $15,000
for Plans with Premiums of $1,000 or Less,
Women and Men Ages 25, 35, and 50

WOMEN MEN

Age 25 Age 35 Age 50 Age 25 Age 35 Age 50
MEDIAN 10% 17% 50% 7% 15% 67%
CITY, STATE
Cleveland, OH 7% 17% 33% 3% 10% No Plan
Baltimore, MD 5% 17% 67% 5% 10% 67%
Los Angeles, CA 3% 3% No Plan 3% 3% No Plan
Houston, TX 13% 13% No Plan 10% 13% No Plan
Cheyenne, WY 7% 17% No Plan 3% 7% No Plan
Denver, CO 7% 17% No Plan 7% 10% No Plan
Des Moines, [A 7% 17% No Plan 5% 10% No Plan
Hartford, CT 7% 17% No Plan 5% 10% No Plan
Philadelphia, PA 7% 17% No Plan 7% 10% No Plan
Seattle, WA 7% 17% No Plan 7% 17% No Plan
Chicago, IL 10% 33% No Plan 10% 20% No Plan
Durham, NC 10% 33% No Plan 3% 7% No Plan
Detroit, MI 11% 33% No Plan 7% 17% No Plan
Phoenix, AZ 11% 33% No Plan 5% 17% No Plan
Milwaukee, WI 17% 33% No Plan 7% 17% No Plan
Nashville, TN 17% 33% No Plan 7% 17% No Plan
Pierre, SD 17% 33% No Plan 3% 17% No Plan
Atlanta, GA 33% No Plan No Plan 7% 17% No Plan
Kansas City, KS 33% No Plan No Plan 7% 17% No Plan
Miami, FL 33% No Plan No Plan 10% 33% No Plan
Helena, MT No Plan No Plan No Plan 33% No Plan No Plan
New Orleans, LA No Plan No Plan No Plan 33% No Plan No Plan
Newark, NJ No Plan  No Plan  No Plan No Plan  No Plan No Plan
New York, NY No Plan No Plan No Plan No Plan No Plan No Plan
Providence, RI No Plan No Plan No Plan No Plan No Plan No Plan

* In-network deductibles are presented. Out-of-network deductibles are higher.

Source: Authors’ compilation based on quotes from www.ehealthinsurance.com, April-August, 2002.

Women at age 35 could spend more than 15 percent of their income on
deductibles in 15 of the 17 cities that had plans, compared with 10 of 20 cities for men at
that age. In seven cities, 35-year-old women could spend as much as a third of their

income on deductibles. While the share of income that men and women could potentially
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spend on deductibles was equivalent in some cities at these ages, there were no cities in

which the potential expenditure was higher for men than for women.

At age 50, both men and women faced deductibles that could consume more than
50 percent of their annual income. In the only city offering a $1,000-premium plan for
both older men and women earning $15,000 a year, plan enrollees might spend as much as

67 percent of their income to meet their deductible requirements.

Maternity Benefits

Despite such high deductibles, women in most of the study cities would not have
maternity benefits in these $1,000-premium plans, leaving them at additional risk for
substantial out-of-pocket costs from a pregnancy. Based on this analysis, carriers on the
individual market appear to protect themselves from the possible costs of pregnancies by
not offering maternity benefits at all, selling the benefits as a separate rider at additional
cost, limiting the scope of benefits, or imposing waiting periods of up to 24 months.
Among the 20 markets in which 25-year-old women could purchase a plan with a
$1,000 premium, three had plans that included maternity benefits and four had plans
that would ofter maternity coverage at additional cost (Table A-1). Thirty-five-year old
women had even fewer options: none of the $1,000 plans that met the initial selection
criteria included maternity benefits, while five cities had plans that offered maternity

benefits at additional cost.

Of the health plans that included maternity benefits for 25-year-old women, the
best plan in Seattle paid 80 percent of costs after the plan deductible, and the best plan in
Baltimore paid 75 percent of costs after the plan deductible. The best available plan in
Kansas City required a 24-month waiting period. Where plans offered maternity benefits
for an additional premium, premium costs were typically high relative to the maximum
amount covered by the plan. In Denver, for example, the best plan offered 25-year-old
women up to a $2,500 benefit for an additional $800 premium. Even at such a high cost,
the full benefit would only be paid out after the first year of a woman’s enrollment; the
plan paid only 50 percent of the maximum benefit during the first year.'* In other words,
during the first year, a woman would have to pay $800 for a $1,250 maternity benefit or
wait until the second year and pay an additional $800 premium for a $2,500 maternity
benefit.

How Much Do Benefits for Women Improve with a $1,500 Premium?
The study also examined the quality of $1,500-premium plans in the individual market,

options for low-income women if the amount of the tax credit were increased or if they



were able to afford $500 in premiums over the amount of the $1,000 tax credit. The study
considered how deductibles in the individual market would change at the higher-

premium level and the extent to which maternity benefits would be included.

The higher premium improved access to health coverage for all women,
particularly for 50-year-old women. The number of cities with plans rose from 20 to 22
for 25-year-olds, 17 to 21 for 35-year-olds, and from two to 16 for 50-year-old women
(Table 4).

Deductibles also fell with the higher premium. A healthy 25-year-old woman
could buy a plan with a deductible of $500 or less in 14 cities for a premium of $1,500,
compared with only one city for $1,000-premium plans. Thirty-five-year-old women
could purchase plans with deductibles under $1,000 in 14 markets, while only one market
had deductibles under $1,000 for $1,000-premium plans.

Even with the higher premium plan, however, age remained a significant
impediment to finding affordable health insurance in the individual market. Fifty-year-old
women had access to insurance in more cities (16 cities had $1,500-premium plans for
older women versus two under $1,000-premium plans), and yet they continued to face
hefty deductibles. A plan in Los Angeles offered the lowest deductible—$1,000—and
plans in Baltimore, Cleveland, and Cheyenne had $2,500 deductibles. But in 12 of the 16
cities where plans with $1,500 premiums were available to 50-year-old women,
deductibles were $5,000.



Table 4. Availability of Individual Health Insurance Plans for Premiums
of $1,500 or Less, Compared with Availability of Plans for Premiums of
$1,000 or Less, Women Ages 25, 35, and 50

AGE
25 35 50
Plans with Premiums of $1,500 or Less
Number of cities studied 25 25 25
Number of cities with at least one plan 22 21 16
Number of cities where the plan deductible* is:
$500 or less 14 3 0
$501—-$1,000 3 11 1
$1,001-$2,499 1 4 0
$2,500-$4,999 3 0 3
$5,000 or more 1 3 12
Median deductible $500 $1,000 $5,000
Plans with Premiums of $1,000 or Less
Number of cities studied 25 25 25
Number of cities with at least one plan 20 17 2
Number of cities where the plan deductible* is:
$500 or less 1 1 0
$501-$1,000 8 0 0
$1,001-$2,499 5 1 0
$2,500-%$4,999 3 8 0
$5,000 or more 3 7 2
Median deductible $1,500 $2,500 $7,500

* In-network deductibles are used in analysis. Out-of-network deductibles are higher.

Source: Authors’ compilation based on quotes from www.ehealthinsurance.com, April-August, 2002.

Maternity Benefits

Paying a premium of $1,500 per year rather than $1,000 did little to increase
women’s access to maternity benefits. Among 25-year-old women, only three cities had
plans that included maternity coverage for a $1,500 premium, and one of these cities
required a 24-month waiting period. Thirty-five-year-old women had access to plans in
two cities that included maternity benefits, one with a 24-month waiting period. Two
cities had plans that offered maternity at an additional premium for 25 year-old women,

and three cities had plans with this option for 35 year-olds (Table A-3).



How Much Would Women Have to Pay for a Low-Deductible Plan Similar to
Employer-Sponsored Health Insurance?

Insurance plans offered in the group market, such as those available to many people with
employer-sponsored health insurance, generally have much lower deductibles than the
types of plans sold on the individual market discussed in this report. For example, a 2002
survey of employers by the Henry J. Kaiser Family Foundation and Health Research and
Educational Trust found that the annual deductible for single coverage averaged $270 for
employer-sponsored plans."” The Blue Cross Blue Shield preferred provider organization
offered under the Federal Employees Health Benefits Program (FEHBP), the health
insurance program for federal employees and members of Congress, had a $250 deductible
in 2001. The Blue Cross Blue Shield preferred provider organization was the most
popular plan among federal employees covered under the FEHBP in 2001.'°

Such lower-deductible plans are likely to be particularly attractive to low-income
women since they would facilitate access to medical care without the risk of high costs.
To see what women would have to pay in the individual market if they sought plans with
lower deductibles, we obtained premium quotes for plans with deductibles of $250 or less

that also included at least some coverage of physician visits and prescription drugs.

Much like squeezing one end of a water balloon, lowering the annual deductible
for women in the individual insurance market forced substantial premium increases in
most of the study cities (Table 5). The median premium for a 25-year-old woman for the
lower-deductible plan was $2,016, ranging from $1,320 in Cheyenne, Wyoming, to
$4,644 in Newark, New Jersey. Among 35-year-old women, the median premium was
$2,448 and ranged from $1,596 in Cheyenne to $4,644 in Newark. Fifty-year-old women
would face a median premium of $3,548, with a range of $2,520 in Seattle to $5,904 in
New Orleans. On average, the premiums of these lower-deductible plans, even for

younger women, were twice as much as a $1,000 tax credit.
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Table 5. Premiums for Plans with Deductibles* of $250 or Less,

Women Ages 25, 35, and 50

WOMEN

Age 25 Age 35 Age 50
Median $2,016 $2,448 $3,548
Low $1,320 $1,596 $2,520
High $4,644 $4,644 $5,904
Number of cities with premiums 4 3 20
of $3,000 or more
CITY, STATE
Seattle, WA $1,584 $1,860 $2,520
Cheyenne, WY $1,320 $1,596 $2,616
Miami, FL $2,112 $2,172 $2,640
Pierre, SD $1,644 $1,992 $3,012
Durham, NC $1,524 $1,848 $3,024
Phoenix, AZ $2,820 $2,256 $3,036
New York, NY $3,072 $3,072 $3,072
Des Moines, IA $1,800 $2,064 $3,096
Nashville, TN $1,800 $2,376 $3,300
Los Angeles, CA $1,686 $1,885 $3,312
Cleveland, OH $1,728 $2,604 $3,420
Milwaukee, WI $1,728 $2,100 $3,432
Kansas City, KS $2,009 $2,629 $3,548
Baltimore, MD $1,918 $2,361 $3,736
Philadelphia, PA $1,956 $2,376 $3,900
Hartford, CT $2,016 $2,448 $4,008
Detroit, MI $2,256 $2,472 $4,044
Providence, RI $2,616 $2,988 $4,140
Chicago, IL $2,196 $3,144 $4,548
Newark, NJ $4,644 $4,644 $4,644
Houston, TX $2,820 $3,228 $4,848
Atlanta, GA $3,358 $3,885 $5,324
Denver, CO $2,748 $3,336 $5,460
Helena, MT $2,748 $3,372 $5,484
New Orleans, LA $3,300 $4,008 $5,904

* In-network deductibles are presented. Out-of-network deductibles are higher.

Source: Authors’ compilation based on quotes from www.ehealthinsurance.com, April-August, 2002.
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Maternity Benefits

Women might expect that maternity benefits would be included in low-deductible
plans, given the associated increase in premiums. Such coverage would typically be
included in basic benefit packages for women and families with employer-sponsored
coverage. But in most of the 25 study cities, plans did not include maternity benefits. Even
plans with the highest premium costs in many cases did not include maternity coverage. In
18 of the 25 cities, maternity benefits were not included in the best available plans for 25-
and 35-year-olds (Table A-4). In the seven markets in which maternity benefits were
included, coverage ranged from 100 percent in New York State to a $100 per day copay

with a $1,000 maximum benefit in New Jersey.

What Difference Would a Tax Credit Make in the Decision to Buy Insurance?
Decisions about whether or not to buy health insurance are complicated and are likely to
depend on the interrelationships of income, cost of health plans, and the
comprehensiveness of plan benefits as well as age, health status, and other variables having
to do with an individual’s life situation.'” In lieu of a more complex model that would
take into account such variables, some researchers have focused on the affordability of
health insurance costs, measured as a percentage of income.'® This approach has been used

[

. o . . 19
most often in estimating take-up rates in public insurance programs.

To examine how the affordability of low-deductible plans would change with the
help of'a $1,000 tax credit, we calculated what share of an eligible woman’s $15,000
income would be required to meet the premium and deductible requirements, with and
without the tax credit. Table 6 shows the premium and deductible costs of the best $250
deductible plans in each of the 25 cities as a share of income for women in all three age
groups. Median shares were 15 percent for 25-year-olds, 18 percent for 35-year-olds, and
26 percent for 50-year-olds. Table 7 shows pr