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Agenda

1. The New, New Thing: how do insurance 
exchanges work? 

2. How will insurance exchanges change 
competition among health plans?
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Primary functions of exchanges    

1. Determine eligibility and subsidy flows

2. Lead public education & outreach 

3. Enroll subsidized/unsubsidized segments

4. Specify plan designs & cost-sharing

5. Rate/select, contract & sell health plans
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Different “models” that states
are considering for  exchanges
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How insurance exchanges will 
change competition among plans

• Increase price sensitivity/transparency?

• New emphasis on risk-adjustment & care 
management?

• New focus on B-to-C marketing?

• New local competitors/consolidators?

• State-by-state markets?
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Growth of insured business

• Reverses long slide of insured business

• 20% over next 5 years (32 million, +/-10 
million)
–Medicaid
–Non-group

• 34% in Medicare over next 10 years 
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Pressure on premiums
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80/85% Medical Loss Ratios (MLR) minimums

State rate review processes

Exchange goals/processes

Exchange operating costs

Medical Cost 

Admin/Profit

20%



Price-sensitivity/transparency

• Bronze & YAP = 56% of CommChoice

• Lower-priced “generic” plans = 40% share 

• CommCare driven by competitive bidding & 
retail price shopping

• NETWORK “PLAY”
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Risk adjustment & non-group 
underwriting focus

• Paradigm shift for group underwriters

• Risk adjustment/sharing under ACA 
complex and risky!

• Risk-adjustment expertise as relevant in 
Commercial as in Medicare Advantage

• Could drive care management, co-branding 
w/clinicians, new marketing alliances 
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Business-to-consumer marketing

• Medicaid MMCOs

• Non-group growth

• Employee choice in SHOP

• Brokers ~1% of 220,000 in Connector

• NEW RETAIL DISRTIBUTION  CHANNELS
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Will small employers buy SHOP?

• Projections based on sizeable subsidy for some 
groups: 2% to 13% of all ESI

• State-by-state factors, e.g.: Local wage scales, broker 
relations, dominant carrier market leverage

• More vs. Less choice through SHOP than 
conventional distribution channels?

• Will SHOP offer lower prices?
– Lower administrative surcharges
– Partnering with selected QHPs
– State government assistance (Utah and 

Massachusetts)
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Will small employers buy SHOP?

Massachusetts’ “Business Express” model:

• BCBSMA stymied choice model in Massachusetts
– So Connector lowered admin surcharge for mini-

groups
• Legislature gave Business Express a 5% wellness 

pricing advantage
• Connector still doesn’t offer major brands in B.E.
• B.E. missing stickiness of an employee-choice model
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Enhances local competition

• New Medicare Advantage reimbursement
• CO-OPs
• OPM plans
• MMCO growth
• Exchanges (24 million, +/-10) 
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New local competitors/consolidators

• 1st new competitor in Mass. in decades

• BMC/HealthNet: 4th largest com’l plan

• Inter-Mountain the winner in Utah

• CO-OPs & OPM plans

• Capital seeking local/niche players

• RE-BOOT YOUR COMPETITIVE SCREEN 
21



State-specific markets

•State’s median income, relative to subsidies
•Tipping points for small-group Employer 
Sponsored Insurance (ESI)

•Exchanges’ customer service and marketing 
•Broker attitudes/relationship
•Credibility of risk adjustment
•States’ anti-selection toolkits
•Local QHPs’ network “plays” and “efficiency”
•Attitude/strength of dominant local plans
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How health plans win on exchanges 

• Price competitive

• Excellent at B-to-C marketing

• Optimize risk-adjustment & care 
management

• Kill or acquire new, local competitors

• Pick your states
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Three alternative strategies:

• National, large-group ASO* focus

• Small-group, anti-exchange play 
(government “bureaucrats”)

• Non-group risk-selection 
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