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Outline

A Why advocates believe PP Is needed
A Overview of the private HI market

A Four reasons PP Is unnecessary
A National HI market is highly competitive

A State-level Insurer concentration Is
Irrelevant or benign

A Insurer concentration in most local markets
has no adverse consequences

A Strengthening competition can work
without PP



Why Advocates Believe PP Is
Necessary for Competition

A PP as a benchmark (static efficiency)

AhForceo private plans to
A Sgueeze out administrative waste

A PP as a backup

A Can private plans be trusted to follow the rules?

A WIll private plans be affordable and available
everywhere?

A PP as a backstop (dynamic efficiency)
A PP as innovator in payment and delivery
A Spillover benefits via diffusion of innovation



Health Coverage in the U.S.
March 2009

Gross Coverage:
290.5 million

Net Coverage:
255.1 million

Source : DeNavas-Walt, Carmen, Bernadette D. Proctor, and Jessica C. Smith, U.S. Census Bureau,
Current Population Reports, P66G236, /ncome, Poverty, and Health Insurance Coverage in the United States:
2008, U.S. Government Printing Office, Washington, DC, 2009.



NATIONAL HEALTH
INSURANCE MARKET IS
HIGHLY COMPETITIVE



Table 1. Large Employer Group Market

Employer-Based Coverage

Employer Class/Size Workers Dependents Total
Private Employers 38.5 38.3 76.7
Large Firms (500+ employees) 32.9 33.6 66.4
Self-insured 26.7 27.0 53.7
Fully-insured 6.2 6.5 12.7
Other Self-insured Firms 5.6 4.7 10.3
Small Firms (1-50) 2.2 1.7 3.9
Medium Firms (51-499) 3.4 3.0 6.4
Public Employers 16.2 16.6 32.8
Federal Government 2.3 2.8 5.1
State government 4.1 4.0 8.1
Local government 9.8 9.7 19.6
Military-Related Health Care NA NA 11.0
Tricare/ CHAMPUS NA NA 7.7
CHAMPVA NA NA 0.3
VA/Military Health Care NA NA 3.0
GRAND TOTAL 54.7 54.8 120.5




National Health Insurance
Market Is Highly Competitive

A Head-to-head competition: ~ 1300 health
Insurance companies

A Alternatives to fully insured HI:
A Widespread self-funding among large firms
A At least 400 TPAs
A Self-administration
A PPO rental networks

A Modest profitability levels



Health Insurers Have Modest
Profitability Levels: ROA
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Health Insurers Have Modest
Profitability Levels: ROR
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Blue Cross Blue Shield Plan
Margins by Ownership Status

Percentage of Revenues
1997 | 1998| 1999 | 2000| 2001
Underwriting Margins
For-profit (weighted)| -0.2 | 1.4 0.7 2.1 3.3
NFP (weighted) -1.3 | 20| -04 | 0.3 2.1

Total Margins (includes investment income)

For-profit (weighted)

3.4

4.5

3.3

4.1

6.5

NFP (weighted)

1.4

0.5

1.7

1.9

3.6

Source: Analysis of NAIC data compiled by Ernst and Young.




STATE-LEVEL INSURER
CONCENTRATION IS
IRRELEVANT OR BENIGN



Table 2. The Rest of the HI Market

Type Of Coverage CUI’I’ent|y Gl’and
Employer Class/Size Workers Dependents Total Uninsured  Total
Employment-Based Coverage
Medium Firms (Fully Insured) 9.8 8.2 18.0 2.8 20.7
51-99 workers 2.7 2.0 4.7 1.5
100-199 workers 4.7 4.2 9.0 0.7
200-499 workers 2.3 2.0 4.3 0.5
Small Group Market 12.3 9.9 22.1 12.0 34.1
1-9 workers 4.1 3.8 7.9 4.9
10-24 workers 4.4 3.3 7.7 4.8
25-50 workers 3.8 2.8 6.6 2.3
Non-Group Coverage
Individual Market NA NA 17.1 7.7 24.8
Current non-elderly purchasers NA NA 17.1 NA
Uninsured not in worker household 7.7
Uninsured in large groups Note: 24% of uninsured workers ineligible 23.9 23.9
500-999 workers for offered cowverage,; 3.8
1,000-4,999 workers 14% of uninsured workers eligible but 3.9
5,000 or more workers decline 13.3
Public sector employers 62% of uninsured workers in firms not 2.9
offering coverage
GRAND TOTAL 22.0 18.1 40.1 46.3 103.6




State-Level Insurer Concentration

A Robinson (2004): Commercial HI (48 states, 2002-03)
A34 states nhighly concentrated
A Largest firm: >50% market share in 16 states
A Largest firm: >30% share in 43 states

A AMA (2007): HMO/PPQO products (44 states, 2005)
A42 states nhighly concentrated

A Largest firm: >50% market share in 25 states (2006)
A Largest firm: >50% market share in 15 states (2006)

A GAO (2008): small group market (47 states, 2007)
A Largest firm had >50% market share in 17 states

A Largest firm had >30% share in 34 states



