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Introduction 
Even with implementation of Rhode Island’s health 
benefits exchange under the Affordable Care Act 
(ACA), HealthSourceRI, close to 100,000 Rhode 
Islanders may not have adequate options unless 
additional provisions are made by the state. Access 
to affordable health care is one of the most 
important and personal decisions anyone can make. 

Previous reports by the RI Center for Freedom & 
Prosperity have documented both the financial 
disincentives created by the ACA when it comes to 
purchasing insurance and identified and quantified 
the groups of people who are likely to remain 
uninsured, perhaps up to 97,000 Rhode Islanders.1 

Anticipated insurance premium hikes are expected to 
price many individuals out of the market, 
notwithstanding the subsidies available through the 
exchange, and other reasons exist for individuals to 
elect not to purchase insurance, such as lack of 
perceived value or concern about paying for 
controversial services like contraception and 
abortion. With taxes already at overly burdensome 
levels, it is critical for Rhode Island to identify and 
promote alternative programs that will provide many 
more Rhode Islanders with access to health care, 
without placing further burdens on taxpayers. 

State officials are encouraged to seek additional 
remedies to address this pending shortfall. The free-
market programs recommended in this report by our 
Center are: 

• Mandate-free and mandate-lite, full-disclosure 
insurance policies 

• Interstate insurance sales 
• Health care sharing ministries 
• Critical illness and accident insurance 

Also included in this report are other program 
recommendations.  

It is our Center’s conclusion that it is not feasible 
that a government-centric, one-size-fits-all approach 
via the state’s health benefits exchange can 
adequately address the needs of a highly diverse 
population. Only with additional patient-centric, 
consumer-oriented options can we move toward the 
goal of ensuring that more Rhode Islanders achieve 
health care and financial peace of mind. 

Policy Options for Post-ACA 
Uninsured Populations 
While it is difficult to know how many Rhode 
Islanders will remain uninsured after full 
implementation of the Affordable Care Act in 2016 
and the health insurance exchange, that number is 
almost certain to be unacceptably high. The 
optimistic scenario offered by the Robert Woods 
Johnson Foundation suggests that at least 53,000 will 
remain uninsured.2 The Congressional Budget Office 
suggests 66,400 uninsured Rhode Islanders, and a 
previous paper by the Center points to a range of 
between 70,500 and 97,000 uninsured after full 
implementation of ACA and the health benefits 
exchange in Rhode Island. 

The large number of uninsured Rhode Islanders is 
likely to continue to pose significant challenges to 
the state in a variety of ways, such as uncompensated 
care provided by hospitals, poor health outcomes for 
residents, and substantial financial burdens on the 
uninsured who seek care. The Rhode Island Center 
for Freedom & Prosperity strongly recommends that 
Rhode Island’s government, civic, business, health, 
and community leadership support and promote 
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policies and actions that can ensure that the 
remaining uninsured are able to obtain health 
insurance or find alternative ways of financing their 
health care needs. 

A key feature of these proposals is that they do not 
require new spending or programs on the part of the 
government, businesses, or consumers. Some require 
the state to request waivers from the Secretary of 
Health and Human Services, while others simply 
require the state to permit citizens to arrange 
financing that many will likely find unconventional, 
but that may suit the needs and preferences of 
individual Rhode Islanders. 

Mandate-Free or Mandate-Lite,  
Full-Disclosure Policies 
One of the central features of the ACA is that it 
requires all health insurance policies in the individual 
and small-group market cover what it terms 
“essential health benefits’” (EHBs) and specifically 
establishes 10 general categories of care that must be 
included. It also establishes minimum actuarial 
values for these plans. The Federal Register 
publishing proposed rules for the EHBs describes 
them as follows: 

Beginning in 2014, all non-grandfathered health 
insurance coverage in the individual and small group 
markets… will be required to cover essential health 
benefits (EHB), which include items and services in 
10 statutory benefit categories, such as 
hospitalization, prescription drugs, and maternity and 
newborn care, and are equal in scope to a typical 
employer health plan. In addition to offering EHB, 
these health plans will meet specific actuarial values 
(AVs): 60 percent for a bronze plan, 70 percent for a 
silver plan, 80 percent for a gold plan, and 90 percent 
for a platinum plan.3 

  
Current Rhode Island 
Law on Mandated 
Benefits 

Rhode Island currently requires 
insurance sold in the state to 
cover 70 specific treatments, 
provider types, or standards of 
care. They are contained in 
Rhode Island’s General Laws, 
Chapter 27-18, available at: 
webserver.rilin.state.ri.us/Statute
s/title27/27-18/INDEX.HTM 

 

Key Policy 
Recommendation: 
Mandate-free or 
mandate-lite, full-
disclosure insurance 

Seek a federal waiver in 2017 
(earlier if federal law is changed 
to allow it) to offer mandate-
flexible policies with full-
disclosure to consumers, and 
pass appropriate legislative 
changes to Rhode Island’s 
General Law Chapter 27-18. 

 

http://webserver.rilin.state.ri.us/Statutes/title27/27-18/INDEX.HTM
http://webserver.rilin.state.ri.us/Statutes/title27/27-18/INDEX.HTM
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The ten categories required to be covered are: 
ambulatory patient services; emergency services; 
hospitalization; maternity and newborn care; mental 
health and substance use disorder services, including 
behavioral health treatment; prescription drugs; 
rehabilitative and habilitative services and devices; 
laboratory services; preventive and wellness services 
and chronic disease management; and pediatric 
services, including oral and vision care.4  

Rather than have the Department of Health & 
Human Services set further minimum requirements 
for policies to be sold through exchanges, ACA 
allows each state to select a benchmark plan among 
currently offered and relatively widespread policies 
in its market to serve as the base of what qualifies as 
“minimum essential coverage.” If the selected plan 
does not currently include one or more of the 10 
EHB categories (which is the case in all or nearly all 
states, particularly with habilitative services5), 
beginning in 2014, it and all other plans sold in the 
state must add the missing benefit category. 

Rhode Island has selected as its benchmark plan the 
Vantage Blue small group plan offered by Blue 
Cross and Blue Shield of Rhode Island, with benefits 
for pediatric dental and vision as well as habilitation 
services added on in order to satisfy the requirement 
that all 10 EHB categories be covered.6  

By giving each state the authority to select a 
benchmark plan from only a few existing plans 
without allowing consideration of new, potentially 
less-costly insurance plans, the ACA forces Rhode 
Island to lock in its current, high-priced insurance 
products. This prevents legislators from 
reconsidering the extraordinarily high number of 
mandated benefits driving up the cost of health 
insurance in the state and requires many to purchase 
coverage for services they neither need nor want. 

Rhode Island currently requires insurers to comply 
with 70 specific mandates, more than any other 
state.7 The mandates range from relatively 
inexpensive requirements, such as making wigs 
available to patients who suffer hair loss as a result 
of cancer treatment, to more expensive treatments 
like in-vitro fertilization. These mandated benefits — 
for all individuals, regardless of whether or not they 
may ever need them — can raise premiums by 10–
50% in any specific state,8 and with more mandates 
than any other state, it is likely that the impact in 
Rhode Island is closer to 50% than 10%. 

This represents a significant factor in Rhode Island’s 
high insurance premiums, which are estimated to be 
the fifth-highest in the country.9 For the state’s 
uninsured population, these mandates and 
subsequent higher premium costs are a barrier to 
purchasing insurance. Particularly for the population 
that earns more than 400% of the federal poverty 
level and therefore are ineligible for subsidies under 
the ACA, bringing down premium prices can lead to 
more Rhode Islanders’ seeing value in purchasing 
health insurance instead of remaining uninsured. 

To reduce premiums for Rhode Island residents who 
purchase insurance through the individual market, 
the state should reexamine the tradeoffs between 
mandated medical benefits and increased premium 
costs. In particular, Rhode Island should consider 
allowing insurers to offer “mandate-free” insurance 
policies that place no requirements on insurers to 
offer any specific service or provider type, or at least 
look to offer “mandate-lite” policies that retain a few 
mandates that policymakers believe are truly 
essential for ensuring that vital health care needs are 
met while paring back others that are less essential.  

A 2010 summary by the Robert Wood Johnson 
Foundation found that 13 states had authorized the 
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sale of mandate-lite insurance policies that allowed 
individuals to purchase health plans that did not 
include all of the benefits normally required of health 
insurance in their state.10 According to the report, 
mandate-lite plans typically reduced premiums by 5–
9%. Since the 2010 report, Kansas has joined the list 
of states allowing mandate-lite plans to be sold to 
residents.11 

To ensure consumers are not purchasing insurance 
without the benefits they want, insurers would be 
required to disclose every mandated benefit that is 
not included in the policy, in plain language that 
includes a reference to the fact that the policy does 
not include all of the benefits the state believes 
consumers should have. This would allow 
individuals to decide for themselves whether they 
want a more expensive policy with all of the benefits 
otherwise mandated by the state, or a less expensive 
policy that has fewer benefits, and be consistent with 
the ideals of consumer-centric health care that puts 
individuals and not third-parties in charge of basic 
health care and health coverage decisions. 

While it is probably unrealistic to expect that full-
disclosure, mandate-free policies in Rhode Island 
would be half the price of policies that include all 
mandated benefits, even a 20–30% reduction could 
lead to substantial savings for consumers in their 
premiums. With an average annual individual 
premium in 2010 of $4,128,12 a 30% decline would 
bring average premiums down to approximately 
$2,892, for saving of more than $1,200. 

Allowing the purchase of full-disclosure, mandate-
free policies would require a waiver request to the 
Secretary of Health and Human Services in 2017, the 
first-year waivers will be granted under current law. 
The ACA specifies that, “beginning in 2017, the law 
will permit states to  apply for a waiver for up to five 

years of requirements relating to QHPs, exchanges, 
premium tax credits, cost-sharing subsidies, the 
individual mandate, and certain employer 
requirements.”13 If this waiver provision contains 
sufficient flexibility to allow states to permit the sale 
and purchase of full-disclosure, mandate-free 
policies, Rhode Island should pursue this option. 

Interstate Insurance Sales 
As in most states, Rhode Island residents are only 
permitted to purchase health insurance policies 
approved by the state. Three states — Georgia, 
Maine, and Wyoming — permit residents to 
purchase insurance plans that have been approved in 
other states. Because Georgia’s and Wyoming’s laws 
only recently went into effect and Maine’s does not 
do so until 2014, it is too early to draw any 
conclusions about whether their efforts to expand 
competition and provide greater choices to 
consumers will be successful. 

But the potential for interstate sales of health 
insurance to lower costs and increase coverage is 
substantial. One study found that a national market in 
health insurance, in which consumers were free to 
purchase health insurance from any state in the 
union, could reduce the number of uninsured in 
America by approximately 8.2 million persons.14 
Looking specifically at Rhode Island, the same paper 
estimated that nearly 33,000 currently uninsured 
people would gain coverage if interstate sales of 
health insurance were permitted.15 

There are two primary reasons that interstate sales of 
health insurance might substantially reduce the 
number of uninsured. As noted above, Rhode Island 
has more benefit mandates than any other state, 
which drives up the cost of insurance. Allowing 



 
5 

residents to purchase insurance policies from states 
with fewer mandated benefits would mean lower 
premiums, making coverage more affordable for 
individuals and families, particularly those that will 
not receive subsidies under ACA. 

In addition, Rhode Island’s health insurance market 
is highly concentrated, with only three insurers 
offering plans. In the individual market, only two 
insurers are offering coverage in 2014 (and one of 
those, Neighborhood Health Plan of Rhode Island, 
will only accept applicants whose income is less than 
250% of the federal poverty level), while only three 
insurers offer plans in the small-business SHOP 
exchange. With out-of-state insurers selling policies 
to Rhode Island residents, incumbent insurers will 
face competitive pressures to lower their rates.  

One of the chief challenges to interstate sale of health 
insurance has been the difficulty out-of-state insurers 
face in assembling provider networks. One report on 
interstate insurance sales noted “the enormous 
difficulty that out of state insurers face in building a 
network of local providers, and insurers identified 
doing so as a significant barrier to entry that far 
surpasses concerns about a state’s regulatory 
environment or benefit mandates.”16  

But this is not an insurmountable barrier, particularly 
in Rhode Island. Both neighboring Connecticut and 
Massachusetts have much more competitive 
insurance markets,17 and insurers in both states have 
provider networks already established that are within 
an easy drive for many Rhode Islanders.  

For example, the City of Woonsocket is the sixth-
largest city in Rhode Island,18 with a population of 
just over 41,000.19 In addition to the Landmark 
hospital in Woonsocket, residents have access to 
Milford Regional Medical Center, a full-service  

  
Current Rhode Island 
Law on Interstate 
Insurance Sales 

Chapter 27-2 of RI’s General 
Law permits out-of-state 
insurers to sell policies only 
after getting licensed in the state 
and complying with all existing 
regulations including mandated 
benefits, rate submission, and 
filing of all forms used, and 
Chapter 27-18-9 specifies that 
policies sold by out-of-state 
insurers must meet all the 
minimum requirements for 
insurance sold in Rhode Island 
by domestic insurers. 

Key Policy 
Recommendation: 
Interstate Sale of Health 
Insurance 

Amend RI’s General Law 
Chapters 27-2, 27-18, and others 
to permit the sale of health 
insurance policies to residents 
by out-of-state insurers without 
having to comply with the 
existing licensing, mandated 
benefits, rate filing, and other 
requirements imposed by law. 
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teaching hospital just twelve miles up the road in 
Milford, Massachusetts. Residents in the western part 
of Rhode Island are within driving distance of 
hospitals in New London and Putnam, Connecticut, 
and in the Providence region, there are hospitals in 
Attleboro, Fall River, and Taunton, Massachusetts. 

Because many if not all of the health insurers in 
Connecticut and Massachusetts have provider 
networks to which many Rhode Islanders would 
have relatively easy access, the problems that 
insurers might face in other states in building 
provider networks are considerably lessened. As an 
additional benefit, by allowing out-of-state hospitals 
to compete in Rhode Island’s “highly 
concentrated”20 hospital market to a much greater 
extent than they currently do,21 competitive pressures 
could help to restrain hospital costs. 

Because Rhode Island is relatively small in both 
population and size, it also should be considerably 
easier to establish in-state networks with local 
hospitals and doctors than has been the experience in 
places like Georgia, Maine, and Wyoming.  

All of these factors suggest that the major challenges 
that have so far inhibited interstate sale of health 
insurance from becoming a reality in the two states 
where it is presently permitted may not exist in 
Rhode Island, or at least exist to a much lesser 
degree. Because Rhode Island’s health insurance 
marketplace is highly concentrated, with only three 
insurance companies offering small- and large-group 
insurance and only three insurers offering individual 
coverage, the state should encourage competition by 
allowing Rhode Island residents to purchase health 
insurance from established insurers in neighboring 
states and beyond. 

Health Care Sharing Ministries 
For more than 30 years, hundreds of thousands of 
Americans have had their health care bills paid 
through membership in what are commonly called 
“health care sharing ministries.” Under Biblical 
principles, members of these 501(c)3 nonprofit 
religious associations voluntarily agree to share 
health care expenses among themselves. Although 
ministries are not insurance, under ACA, members 
of are exempted from having to pay the tax for not 
having health insurance.22 

There are currently three health care sharing 
ministries: Samaritan Ministries, Christian Health 
Ministries, and Christian Care Ministry. Although 
new ministries could potentially be created, under 
the ACA, the exemption from paying the tax for not 
having insurance is only available to members of 
the three existing health care sharing ministries. 

Members commit to paying monthly amounts, 
typically termed “shares,” that will be given to other 
members of the ministry who have health care bills 
to pay, typically called “needs.” Members of 
Christian Care Ministry and Christian Healthcare 
Ministries send their shares to the ministry’s office 
for disbursement to members with needs, while 
Samaritan Ministries members send their shares 
directly to other members who have needs. 

Similar to the deductibles included in most health 
insurance policies, health care sharing ministries 
expect members to pay out of pocket for expenses 
below a certain amount, called the “member 
responsibility” or a similar term. Most medical 
treatments are available to be shared, although each 
ministry does list specific exclusions. For example, 
Samaritan Ministries will not share medical 
expenses relating to abortion, alcohol or drug abuse, 
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injuries connected to illegal acts, routine medical 
expenses such as annual physicals, or mental health 
treatment.23 All three ministries cover maternity 
expenses.24   

Each ministry structures member shares and 
responsibility slightly differently: 

• Samaritan Ministries. Individuals over age 25 
pay $150 per month; married couples with no 
children pay $300 each month; single-parent 
families pay $215 per month; and two-parent 
families pay $355 per month. Younger 
individuals and families are eligible for reduced 
rates of $110, $220, $165, and $305, 
respectively.25 The first $300 of each medical 
need is not eligible to be shared, unless more 
than three needs are shared in a year, in which 
case the full amount is eligible for sharing.26 

• Christian Care Ministry (operating as Medi-
Share). Members choose an Annual Household 
Portion (AHP) that is not eligible for sharing, 
ranging from $500 to $10,000. In addition, 
members pay different share amounts based on 
age and health status. A 24-year-old individual 
not eligible for a discount based on health would 
pay $124 per month with a $500 AHP, while a 
family of four with a 42-year old as its oldest 
member would pay $496 per month with a 
$1,000 AHP. At an AHP of $5,000, a healthy 
24-year-old individual would pay $62 monthly, 
while a healthy family with a 42-year old as its 
oldest member would pay $257 each month.27 

• Christian Healthcare Ministries. Members 
select different Personal Responsibility levels of 
$500 (Gold), $1,000 (Silver), and $5,000 
(Bronze) and pay according to the number of 
people becoming members, called “units.” 
Regardless of family size, no family pays for 

  
Current Rhode Island 
Law on Health Sharing 
Ministries 

Rhode Island’s law is currently 
silent on the issue of health care 
sharing ministries. 

 

Key Policy 
Recommendation: 
Health Sharing 
Ministries 

1. Rhode Island’s legislature 
should pass legislation similar to 
the Health Care Ministries 
Freedom to Share Act model 
legislation that has been passed 
by other states, clarifying and 
ensuring that insurance 
regulators will not attempt to 
interfere with these voluntary 
religious associations by 
regulating them as insurers. 

2. Require that information 
about health sharing ministries 
be included on the exchange 
Web site and in “leave behind” 
materials intended for residents 
who decline to obtain coverage 
through the exchange. 
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more than three units. Gold members pay $150 
per month per unit; Silver, $85 per unit; and 
Bronze, $45 per unit. A family of four at the 
Gold level would pay $450 per month (3 units x 
$150), while an individual selecting Bronze 
membership would only pay $45 each month.28 

Each ministry structures its membership shares 
differently, but generally the prices are relatively 
competitive with each other.  

Most importantly, costs of membership in a health 
sharing ministry are much lower than insurance. 
The following table compares the costs of joining 
Christian Care Ministry’s Medi-Share program with 
Blue Cross & Blue Shield of Rhode Island’s 
(BCBSRI) premiums for 2014,29 based on a $2,500 
AHP for Medi-Share and a $2,600 deductible for 
BCBSRI coverage.  

As the table demonstrates, savings over insurance 
typically range from 40 to 60% when comparing 
Medi-Share to BCBSRI, and the savings can be 

Comparison: Christian Care Ministry Medi-Share and Blue Cross & Blue Shield of Rhode Island, 2014 

Age and Status 
Medi-Share  

annual payments ($) 
BCBSRI  

annual premiums ($) 
Medi-Share cost as % of 

BCBSRI premium 
24 — standard health    

Individual 1,272 2,568 50 
Couple 2,544 5,136 42 
Family 4,980 8,400 59 

24 — health discount    
Individual 1,128 2,568 44 
Couple 1,992 5,136 39 
Family 3,948 8,400 47 

39 — standard health    
Individual 2,304 3,252 71 
Couple 3,588 6,504 55 
Family 5,100 9,768 52 

39 — health discount    
Individual 1,956 3,252 60 
Couple 3,048 6,504 47 
Family 4,116 9,768 42 

54 — standard health    
Individual 3,420 5,496 62 
Couple 5,220 10,992 47 
Family 6,060 14,256 43 

54 — health discount    
Individual 2,832 5,496 52 
Couple 4,260 10,992 39 
Family 4,908 14,256 34 

Note: Age for families based on oldest member of household for both Medi-Share and BCBSRI. 
Sources: mychristiancare.org/medi-share-pricing-tool.aspx and  

news.providencejournal.com/breaking-news/2013/08/20/IndivAgeRates_FINAL.pdf 
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even more substantial in certain circumstances if an 
individual or family were to join either Samaritan 
Ministries or Christian Healthcare Ministries.  

For example, a two-child family with two 60-year 
old parents would pay $4,260 annually through 
Samaritan Ministries with a $900 member 
responsibility, while a roughly comparable policy 
with BCBSRI would cost $22,224 a year, nearly an 
80% savings.30 A single 45-year-old would pay 
$540 annually for a Bronze level membership 
($5,000 personal responsibility amount) through 
Christian Healthcare Ministries, a savings of 81% 
compared with a BCBSRI plan costing $2,880 each 
year, with a $5,000 deductible.31 

Perhaps because of these relatively low costs, health 
care sharing ministries are particularly attractive to 
low- and modest-income individuals and families. 
At Samaritan Ministries, for example, half of all 
members have incomes below 200% of the federal 
poverty level.32 

Employers can help to facilitate membership in 
health sharing ministries. The Christian Care 
Ministry, which offers the Medi-Share program, 
makes available a “Group Share” in which 
employers can participate, allowing them to enroll 
employees directly in Medi-Share.33 Unlike health 
insurance, this qualifies as taxable income 
regardless of whether the employer is deducting the 
monthly share amount from an employee’s 
paycheck or is paying for it as a benefit. 

While membership in a health care sharing ministry 
may seem attractive to many, there are limits on 
who can join. As Christian ministries, all three 
organizations limit membership to practicing 
Christians who agree to live by specific sets of 

values and limitations. Members must refrain from 
tobacco or illegal drug use, alcohol abuse, and sex 
outside of heterosexual marriage.34 Each ministry 
also requires regular church attendance, if health 
permits. Christian Care Ministry requires members 
to be U.S. citizens or lawfully present. (The other 
two ministries have no such requirement.) 

Due to these restrictions, employers opting to enroll 
employees in health care sharing ministries would 
need to be very careful to avoid accidentally 
triggering discrimination claims, but it can be done 
in compliance with the law.35  

These limitations mean some uninsured (or currently 
insured people interested in switching to ministries) 
are simply not eligible to join. While it is difficult to 
estimate the number of Rhode Islanders who would 
qualify, research on religious attitudes among 
Americans suggest that 41% of Rhode Islanders 
consider religion to be very important to them, and 
30% attend religious services at least once a week.36 
A 2009 survey found that 78% of Rhode Islanders 
were members of Christian faiths, with 52.5% 
reporting that they were Roman Catholic and 25.5% 
identifying with Protestant churches. 

There is little information available about the 
religious affiliations of the uninsured or any 
personal behaviors that might conflict with the 
eligibility requirements of any of the health sharing 
ministries. But assuming the religious affinities of 
the uninsured roughly correspond with the general 
population, it seems likely that up to 30%, or 
37,000, of Rhode Island’s uninsured might be 
eligible to join health sharing ministries. 

Two significant aspect of health sharing ministries 
should be noted: 
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• Two of the three ministries do not prohibit 
undocumented immigrants from joining. 
Because this population is prohibited from 
purchasing health insurance through exchanges 
and frequently has relatively modest income, 
health care sharing ministries may be an ideal 
solution for those undocumented immigrants 
who meet the religious and behavioral 
qualifications. 

• Because health care sharing ministries are not 
insurance, they are not required to share 
expenses relating to controversial items such as 
contraceptives, abortion, and other mandates 
that tend to drive up premium costs. For this 
reason, it may provide an option to Rhode 
Islanders and to employers with significant 
objections to these services, giving them an 
opportunity to have health care financing 
available for medical needs without having to 
violate their consciences. 

While health care sharing ministries are not the 
solution for every uninsured Rhode Islanders (or 
even a majority of them), they do represent a 
significant option for many and should be embraced 
by the state, through both public policy and civil 
society at large. 

Critical Illness and Accident Insurance 
Another option that may be attractive to Rhode 
Islanders unable or unwilling to purchase the 
comprehensive coverage mandated by the ACA are 
critical illness, fixed benefit, and accident insurance 
policies, which pay lump sums for particular 
diagnoses or medical events and are paid as cash 
directly to beneficiaries.  

  

Current Rhode Island 
Law on Critical Illness 
and Accident 
Insurance 

RI’s statutes presently exempt 
critical illness and accident 
insurance policies from the 
regulations imposed on health 
insurers, Chapter 27-18-1.1. 

 

Key Policy 
Recommendation: 
Critical Illness and 
Accident Insurance 

1. Pass legislation and 
regulatory guidance creating 
standards and broad protections 
for the marketing of critical 
illness and accident insurance.  

2. Include information about 
critical illness, accident 
insurance, and similar 
alternative insurance policies in 
“leave behind” materials 
intended for residents who 
decline to obtain coverage 
through the exchange. 
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Historically critical illness policies were not intended 
to replace health insurance coverage. Instead, they 
were developed to aid patients recovering from 
illnesses who experienced ongoing loss of income or 
significant expenses associated with their recovery, 
such as installation of wheelchair ramps in a home or 
similar items. They were introduced in the United 
States in the mid-1990s37 after first being developed 
in South Africa.38 

Although critical illness insurance is not health 
insurance, it may in many instances be an adequate 
substitute. A fundamental purpose of health 
insurance is to provide funding to individuals facing 
medical needs. By providing a lump-sum payment 
to an individual upon diagnosis of a particular 
medical condition, critical illness policies can 
provide crucial funding for the uninsured in the 
event they face major illnesses. 

Not all medical conditions and diagnoses are 
presently covered by critical illness policies. 
Originally, these insurance policies covered cancer, 
heart attacks, and strokes. Over time, they have 
expanded to cover organ transplants, kidney failure, 
severe burns, several other heart-related diagnoses 
including coronary bypass and heart valve 
replacement, and multiple sclerosis.39  

While obviously leaving out several major areas of 
medical care, the list of typically covered diagnoses 
does include heart conditions, the single largest area 
of medical expenditures annually.40 Cancer, which 
is also covered by critical illness policies, is the 
third-leading medical expense annually.41 

The lump sum amount to be paid in the case of a 
diagnosis is chosen by the covered individual. 
Policies generally range in amount from $5,000 to 

$1,000,000, with higher premiums being paid for 
higher lump sum amounts.42 

Depending on the lump sum amount chosen, a 
critical illness policy could easily cover several of 
the most expensive and more common medical 
needs faced by patients. Nationally, the average cost 
for a treatment of a heart condition averaged 
approximately $29,100 in 2010, while the average 
cancer treatment cost $35,700.43 

The premiums of critical illness policies are 
substantially less expensive than the comprehensive 
health insurance mandated under the ACA. 
According to information available on the Web site 
of the American Association for Critical Illness 
Insurance (AACII), a 40-year old male non-smoker 
obtaining a policy with a $50,000 lump-sum payout 
could expect a premium in the range of $710–750 
annually, while a female non-smoker of the same 
age could expect to pay between $510 and $550 
annually.44 These premiums are significantly less 
than the health insurance policies to be sold through 
the exchange, where a 40-year old whose income 
puts him or her at the 250% of the federal poverty 
level can expect to pay $2,312 after exchange 
subsidies are factored in,45 and a 50 year old with 
income above 400% of the federal poverty level 
(and therefore not eligible for any subsidies) can 
expect to pay more than $3,500 for comprehensive 
health insurance, compared with only $795–840 for 
a female non-smoker. 

Younger and older individuals would see different 
premiums. Assurant Health cites an estimated 
annual premium of $151 for a 30 year old 
purchasing a plan with a $25,000 lump sum 
payout,46 while AACII estimates that a 60-year old 
male non-smoker might pay between $1,665 and 
$1,715 annually for a $50,000 payment.  



 
12 

The widespread purchase of critical illness policies 
by otherwise uninsured Rhode Islanders could result 
in considerable benefits to both those receiving 
funding to pay for needed medical care and health 
care providers that might otherwise be forced to 
write off the cost of medical services provided to 
the uninsured. 

According to the American Cancer Society, 
approximately 6,280 Rhode Island residents will be 
diagnosed with cancer in 2013.47 Although cancer is 
more prevalent in older persons than younger, only 
a slender majority of cancers are diagnosed in the 
65+ population and are therefore covered by 
Medicare. Americans between the ages of 40 and 59 
have a one in 11 chance of being diagnosed with 
cancer, and for those under 40, the probability of 
getting cancer is one in 69.48 

A closer look at cancer treatment at Rhode Island 
Hospital gives a better sense of how many residents 
under the age of 65 are diagnosed each year with 
cancer. In 2011, Rhode Island Hospital treated 
2,133 patients with new diagnosis of cancer.49 Of 
those, approximately 1,088 were under the age of 
65,50 or 49% of all cancers.  

Assuming Rhode Island Hospital’s profile for newly 
diagnosed cancer patients is similar to those of other 
Rhode Island facilities,51 and based on its having 
approximately 35% of the estimated new cancer 
patients each year,52 roughly 3,000 of Rhode 
Island’s under-65 population are likely to be 
diagnosed with cancer in 2013. A substantial 
number of these are almost certain to be uninsured 
— as many as 400 persons at Rhode Island’s 
present uninsured rate of 13.6%. 

The number of uninsured after full implementation 
of the ACA is likely to range roughly between 6% 

and 10%, depending on whether the more optimistic 
scenario or what this author believes to be a more 
realistic scenario prevails. Assuming the range is 
accurate and the age profile and incidence rate 
remain relatively stable, this would imply that 
between 180 and 300 uninsured Rhode Islanders 
might be diagnosed with cancer in 2016. 

This will represent a substantial financial hardship 
for these patients as well as their providers. At an 
average cost of $35,700,53 300 uninsured cancer 
patients would represent a $10,710,000 loss to 
Rhode Island’s hospitals if they receive 
uncompensated care. 

The numbers for heart disease (including heart 
attacks) and strokes are equally troubling. A 2009 
report from the Rhode Island Department of Health 
found that, in 2007, 121 out of every 10,000 
residents were hospitalized for heart disease, and 
another 28 were hospitalized for stroke.54 These 
numbers suggest more than 15,000 heart attacks, 
strokes, and other cardiovascular events requiring 
hospitalization each year in Rhode Island.55  

To an even greater degree than with cancer, a large 
number of these hospitalizations were for Medicare-
enrolled citizens,56 and because of this, the 
uninsured segment of Rhode Islanders suffering 
heart attacks, strokes, and other serious heart-related 
ailments requiring hospitalization is relatively 
small, approximately 3%.57 This still represents a 
serious financial burden on both uninsured heart 
patients and providers, however; in 2007, a hospital 
stay for heart-related diagnosis averaged $35,770.58  

If the ACA succeeds in reducing the number of 
uninsured in Rhode Island by roughly one-third, 
that would still leave approximately 300 residents 
of the state uninsured when a heart attack, stroke, or 
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other heart-related hospitalization occurs.59 Without 
any means to pay medical bills of this magnitude, 
uncompensated care provided by Rhode Island 
hospitals to these patients will likely exceed $10 
million annually.60 

Critical illness insurance policies are only available 
for certain diagnoses, leaving significant gaps in 
potential funding for necessary medical care. An 
option to cover at least part of these gaps could be 
accident insurance, similar to critical illness 
insurance in that it pays out specific sums of money 
for specific medical events, but with a different 
structure more appropriate to funding the second-
highest area of medical expenditures, injuries such 
as from falls, car accidents, and other traumatic 
events.61 In 2010, costs associated with these 
injuries averaged $24,232 per event nationally,62 
although there is substantial variation in costs, 
depending on the nature of the injury. For example, 
in 2010 the average emergency room visit in Rhode 
Island cost approximately $670,63 while non-
surgical treatment of a broken arm could be several 
thousand dollars.64 

Rather than paying out a single large lump sum for 
an entire traumatic event, accident insurance 
generally provides more modest benefits based on 
specific events. For example, Assurant Health offers 
an accident insurance plan that provides $200 for an 
ambulance ride, up to $5,000 for a broken arm, and 
$300 per day of a hospital stay,65 and the schedule 
of benefits for an American Fidelity Assurance 
accident policy provides $150 toward medical 
imaging, such as an MRI or x-ray, $1,000 upon 
hospital admission, and $200 per additional day in 
the hospital, up to $10,000 for treatment of burns, 
and up to $400 for lacerations.66 

The benefits provided by accident policies are 
generally not sufficient to cover all of the associated 
medical costs, in large part because they were not 
originally designed to pay medical bills. Instead, 
they were intended to supplement health insurance 
benefits and cover related, non-medical costs such 
as lost income or paying certain expenses during 
recovery from an injury.  

But the benefits can help to fund a considerable 
portion of incurred medical costs. Per-day medical 
and surgical expenses in Rhode Island hospitals for 
inpatient stays averaged $3,238 in 2008, with 
substantial variation among hospitals — from 
$1,888 per day at St. Joseph’s to $4,012 per day at 
Women & Infants.67 A $1,000 hospitalization 
benefit would cover more than half of the charge at 
St. Joseph’s for example, and a $500 benefit from a 
Washington National policy likewise covers most of 
the average cost of an emergency room visit. 

These accident policies are relatively inexpensive, 
as well. For example, a policy for a 42-year-old 
office worker could cost as little as $17 per month 
through Assurant,68 while a 32 year old purchasing 
a somewhat more generous policy from Washington 
National could see a monthly premium of $27.69  

Another option, more expensive but with richer 
benefits, would be a fixed-benefit insurance policy. 
These policies most closely resemble conventional 
health insurance, offering benefits for a wide range 
of injuries and illnesses tied to a specific fee 
schedule. Assurant Health offers one such policy 
that ties payments made to patients to the Medicare 
fee schedule.70  

Benefits of this policy include $1,000–3,000 per 
day for hospitalization related to a sickness, and 
$2,000–6,000 for an injury-related hospitalization, 
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and both inpatient and outpatient surgery are 
covered at between100 and 150% of Medicare 
rates.71 

While these policies are more expensive compared 
with critical illness or accident insurance, they 
remain less expensive than the insurance sold on 
Rhode Island’s exchange. Assurant estimates that a 
30-year old would pay about $67 for this policy.72 

One concern that is likely to be raised concerning 
critical illness, accident, and fixed-benefit insurance 
policies is that some people may purchase them 
believing they provide the same comprehensive 
benefits as the health insurance products sold 
through the exchange. Regulations governing the 
marketing of these insurance products, such as 
requiring a clear disclaimer that the coverage is not a 
“qualified” health plan under the ACA and provides 
limited benefits compared with health insurance 
purchased through an exchange, can be helpful, but 
care must be taken not to impose such onerous 
burdens on the marketing and sale of these products 
that insurers are discouraged from marketing their 
plans or consumers from purchasing them. 

While critical illness, accident, and fixed-benefit 
insurance policies generally provide benefits that 
are less generous than the comprehensive coverage 
mandated under the ACA, they do provide 
significant benefits at substantial savings that can 
help to fund needed medical expenses for Rhode 
Islanders and substantially reduce uncompensated 
care provided by hospitals and other health care 
providers. With this in mind, Rhode Island should 
pursue policies and actions that support a dynamic 
marketplace for these policies. 

Summary 
The RI Center for Freedom & Prosperity’s previous 
paper, Left Behind by Health Reform in Rhode 
Island, demonstrated that there is no single 
population of uninsured Rhode Islanders with 
roughly identical issues and problems in obtaining 
health insurance. This paper has shown there are 
multiple potential solutions to address these 
populations’ health funding needs.  

There is no clear way to assess which of the options 
in this paper will be more or less attractive to any of 
the populations described in the previous paper, or 
how many individuals and families would choose 
them. But the following may be helpful in 
considering how these options can benefit some of 
Rhode Island’s currently uninsured or those 
considering dropping coverage. 

• Mandate-free or mandate-lite policies. Many 
of the uninsured simply fail to see value in 
current offerings, in large part because of 
coverage for treatments they do not value that 
drives up the price of insurance. Older Rhode 
Islanders who feel they are “done” having 
children, for example, are unlikely to want to 
pay the increased premium for in-vitro 
fertilization, and young unmarried people are 
likely to feel similarly. By eliminating this one 
mandate for some or all Rhode Islanders, 
premiums would drop and be seen as a better 
value. Looking at the groups identified in the 
previous paper, the “young invincibles,” 
“gamers/self-employed,” and “exempt/premium 
>8% income” categories are likely to fall in the 
group of people who don’t see value in current 
insurance offerings. 
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• Interstate insurance sales. Health insurance is 
expensive in Rhode Island, and the lack of 
competition certainly does little to restrain 
premiums. For those who believe they cannot 
afford insurance, even after any subsidies are 
included, anything that brings down insurance 
premiums is likely to help. As an added bonus, 
increased competition from medical facilities 
across the state borders to Connecticut and 
Massachusetts may help restrain pricing in 
Rhode Island’s highly concentrated hospital 
market. Lower premiums are likely to be 
attractive to every group identified in the 
previous paper. 

• Health care sharing ministries. In addition to 
anyone who is price conscious when it comes to 
how much they are willing to pay for insurance 
or insurance-like coverage, two groups stand out 
as likely to benefit from widespread promotion 
and awareness of health sharing ministries. The 
first is illegal immigrants, who in addition to 
receiving low-cost coverage don’t have to be 
concerned with any potential entanglements 
with government programs or reporting that 
might otherwise be involved when purchasing 
standard health insurance. The second group 
likely to find health sharing ministries an 
attractive option (not identified in the previous 
paper) are those with significant moral 
objections to certain covered services, 
particularly contraception and abortion. By not 
including these objectionable services, health 
sharing ministries provide a way for this group 
to have a form of health coverage that, if not 
available, might lead many of them to drop 
coverage altogether and join the uninsured. 

• Critical illness and accident insurance. These 
types of policies are ideal for any cost-conscious 
group, which again includes nearly everyone in 

Rhode Island uninsured population. Of 
particular interest in these types of policies may 
be “young invincibles” who see little value in 
coverage of routine primary care, as well as 
those with income above 400% of federal 
poverty, whose premiums would exceed 8% of 
their income and who simply cannot afford 
standard health insurance. 

Rhode Island should not solely focus on efforts to 
ensure that the remaining uninsured obtain the same 
levels of health insurance that other Rhode Islanders 
have under ACA and through their employers. The 
population that remains uninsured will be largely 
composed of those who have demonstrated by their 
continued behavior that do not want or cannot 
afford the coverage types offered under the ACA.  

Instead, Rhode Island should embrace policies and 
promotional efforts that allow these populations to 
obtain alternative and unconventional sources of 
financing for their health care needs as described in 
this report, and potentially other options, as well. 
By doing so, Rhode Island can take a significant 
step toward the goal of near-universal health care. 

Conclusions and 
Recommendations for Dealing 
with Post-ACA Uninsured 
Population 
Rhode Island, like every other state, will face 
serious challenges in implementing the ACA. Key 
among these challenges will be the substantial 
population that remains uninsured after full 
implementation of the law, estimated here to be 
between 73,000 and 97,000 persons. 
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In order to address the remaining uninsured, Rhode 
Island should pursue policies that promote 
alternatives to the comprehensive health insurance 
products offered in the state under the ACA. 
Ensuring that Rhode Islanders are aware of and 
have access to alternatives should not solely be the 
responsibility of elected officials and public 
servants, but should also be supported by business, 
civic, cultural, social, and faith leaders as well as 
the medical provider community in the state. 

In order to expand health care financing beyond 
those who opt for coverage from employers or 
through the exchange, Rhode Island should pursue 
and promote the following: 

• The “Navigators” who assist Rhode Islanders in 
signing up for coverage through the exchange 
and in enrolling in Medicaid should be familiar 
with alternatives, to discuss them with those 
who elect not to sign up and be prepared to 
direct them to alternatives, such as critical 
illness and accident insurance policies as well as 
health care sharing ministries. 

• The state, via its health benefits exchange Web 
site and marketing materials and via authorized 
Navigators, should develop informational 
materials that educate Rhode Islanders about the 
existence of non–health insurance options for 
financing medical expenses, making them 
available online, as part of the exchange 
process, and for distribution and promotion by 
community groups.  

• Public officials and community leaders should 
actively promote awareness of alternatives to 
comprehensive health insurance for those who 
are unable or unwilling to purchase coverage. 

• The state should launch a comprehensive review 
of existing laws and regulations that drive up the 

cost of health insurance and consider allowing 
mandate-free, full-disclosure insurance policies 
to be sold through the exchange or outside of it 
after obtaining waivers from the federal 
government. 

• The state should consider allowing interstate 
purchase of health insurance by Rhode Islanders 
in order to stimulate competition, particularly by 
insurers currently selling insurance in 
Connecticut and Massachusetts. 

• The state should consider “safe harbor” 
legislation for health care sharing ministries, 
such as the American Legislative Exchange 
Council’s “Health Care Sharing Ministry 
Freedom to Share Act” model legislation. 

• The Office of the Health Insurance 
Commissioner as well as the division of 
Insurance Regulation at the Department of 
Business Regulation should actively encourage 
innovation in insurance products that can 
address health financing needs outside of the 
regulatory structure of the ACA, such as critical 
illness and accident insurance policies. 

• The state should consider legislation that would 
allow premiums paid for critical illness and 
accident insurance policies, as well as member 
shares paid to sharing ministries, to be 
deductible under Rhode Island’s income tax.  

• Officials should seek a federal waiver beginning 
in 2017 allowing subsidies that would go to 
exchange-eligible persons to be used by 
individuals and families to pay premiums for 
critical illness and accident insurance policies, 
as well as shares paid to sharing ministries. 

• Rhode Island’s Congressional delegation should 
work to promote maximum state flexibility and 
consumer choice in their continued efforts to 
address unmet needs after implementation of the 
ACA, such as by permitting new health care 
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sharing ministries to be formed, reducing or 
eliminating the ACA’s tax penalty for persons 
obtaining critical illness or accident insurance 
policies, and allowing the sale of mandate-free, 
full-disclosure health insurance coverage. 

The ACA, even while expanding coverage to 
millions of Americans and tens of thousands of 
Rhode Islanders, still leaves significant gaps in the 
health care financing needs of a large number of 
people. While the policies proposed in this paper 
are unlikely to completely eliminate this gap, they 
can have a profound effect by ensuring that tens of 
thousands of additional Rhode Islanders who would 
otherwise be uninsured will have access to both 
traditional and non-traditional sources of funding 
for needed medical care. 

An important element of these policies is that they 
require very little in the way of additional state 
resources, and these recommended programs do not 
fundamentally upset the structure of the ACA.  
Instead, these policies focus primarily on those 

individuals and families that will remain outside the 
law and ensure that their medical care financing 
needs can be met, as well. In doing so, the RI 
Center for Freedom & Prosperity believes Rhode 
Island can become a national model for other states, 
fulfilling the promise of “near-universal” health 
care coverage that proponents of the ACA worked 
so hard to achieve. 
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