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Reforms could aid small businesses hit hard by rising health care costs
By Ethan Forman 
Staff writer 
SALEM — Health care costs are taking a big bite out employees' paychecks at Harbor Sweets, owner Phyllis LeBlanc says, and there's not much she can do about it. 

For workers earning $18 an hour at her Salem candy company, the cost of family coverage — almost $2,000 a month — is more than half their take-home pay. 

The small business employs up to 100 people at times, working full and part time, but the number fluctuates seasonally, and LeBlanc has little leverage when it comes to buying health insurance. Many of her workers have been with her for a long time, and their age is a factor that helps drive up rates. 

"We have had our insurance broker say, 'Can't you get them to go on Medicare, and that will lower your premiums and lower the burden,'" LeBlanc said. 

LeBlanc and about 50 other small business owners and insurance representatives came to the Enterprise Center at Salem State University yesterday morning to hear about reforms at the state level that could provide rate relief for Harbor Sweets and other small firms. 

The reforms include new regulations that create select network health plans and the ability for small businesses and individuals to join group purchasing cooperatives. These cooperatives would then be able to bargain with insurers to get more favorable rates. 

"I think the cooperative is an excellent idea," LeBlanc said. 

Barbara Anthony, undersecretary of the state Office of Consumer Affairs and Business Regulation, spread the message of the coming cooperatives and other ways the state is trying to contain health care costs. She urged those in attendance to speak with local business organizations and chambers of commerce to push for the creation of the cooperatives. 

"I know that you have been in the trenches," Anthony told the crowd, which included Bill Luster, president of the North Shore Alliance for Economic Development, and Jon Hurst of Beverly, who is president of the Retailers Association of Massachusetts. 

"I know you are not happy with what you are paying for health insurance," she said. "Otherwise, you would be out in the sun." 

Anthony said new regulations to be filed next week will allow for the creation of six health insurance cooperatives in the state that would cover 85,000 "lives." It's a small percentage of the state's 6.5 million population and a fraction of the 800,000 people in the so-called small group market. 

David Bowie, who plans to open SalemSpice, a shop selling culinary tools, spices, sauces and a tea shop, on Pickering Wharf next month, said the program may be too small. 

"That is a very, very small number, and I'm afraid that many small businesses will lose out," Bowie said. 

Anthony said the program may not go as far as she would have liked, "but it's a start." 

Under the new rules, businesses looking to jump into the cooperatives could have no more than 50 eligible employees. The idea is that cooperatives would band together individuals and businesses looking to buy health coverage. Combined, they may get a better deal than if they were dealing one-on-one with health insurers. The cooperatives would act like large companies do when they negotiate favorable rates. 

Anthony said a key to all this is wellness programs that would help bring down health care costs. 

The regulations also spell out the creation of limited networks to provide health care to keep costs down. These networks would have rates that would be 12 percent lower than regular rates. 

The reforms also give the insurance commissioner additional powers to disapprove rates. 

Not everyone liked the idea, however. 

Nicholas Martorano, a Melrose business adviser to the construction industry, asked Anthony where the "American principles and values" are in the planned regulations. 

"What I hear is a socialized system," said Martorano, who called the creation of the cooperatives "madness," and insisted that free markets would work better than state regulation. He said out-of-state insurers should be allowed to sell their products here to bring costs down. 

Anthony replied that the Medicare program is an example of socialism, because it involves a single-payer, government-run system, while what the state is proposing is simply leveling the playing field for small businesses. Anthony said out-of-state insurers can sell their products here; they just have to play by the same rules. Many will not take those with pre-existing conditions. 

"I have asthma," Anthony said. "If you had an out-of-state carrier and I applied to them for insurance, they could tell me to take a hike." 

The new regulations stemmed from round-table discussions the Patrick administration held around the state last year. They found health care costs were increasing by 40 to 50 percent for small businesses and individuals, Anthony said. 
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