
M A R C H  2 0 0 9  •  W W W. C L I N I C A L E N D O C R I N O L O G Y N E W S . C O M PRACTICE TRENDS 23

National Insurance Exchange Proposed by Panel
B Y  M A RY  E L L E N  S C H N E I D E R

Anational health insurance ex-
change that would allow individ-
uals to choose among private

plans or a new nationwide public plan is
the cornerstone of an expert panel’s pro-
posal to cover nearly all Americans with-
in 2 years and slow the growth of health
care spending. 

The health reform proposal unveiled
by the Commonwealth Fund last month
is similar to plans outlined by President
Obama and Senate Finance Chairman
Max Baucus (D-Mont.). It was developed
by the Commonwealth Fund’s Commis-
sion on a High Performance Health Sys-
tem, a 19-member panel formed in April
2005 to study possible changes to the de-
livery and financing of health care. 

The difference between this plan and
other policy proposals under considera-
tion is that it provides the details on
how to implement these broad policies,
as well as the financial and clinical con-
sequences of the policies, said Karen
Davis, president of the Commonwealth
Fund. Modeling and estimates outlined
in the report were performed by the
Lewin Group. 

Under the proposal, individuals could
choose to keep their own coverage or ob-
tain new coverage through the insurance
exchange. The public plan would initial-
ly be available to those seeking insurance
on the individual market and those work-
ing for small employers, but by 2014 it
would be available to the entire under-65
population, including individuals work-
ing for large employers. The public plan
would offer benefits similar to the stan-
dard option available to federal employ-
ees and members of Congress, but at
premiums at least 20% lower than those
of private plans offered in small group
markets. 

Private plans would be required to
guarantee the issue and renewal of poli-
cies regardless of health status, and to
provide community-rate premiums. But
they would be able to stay competitive
with the public plan, according to Cathy
Schoen, lead author of the report and se-
nior vice president of the Common-
wealth Fund, because they would be
able to reduce costs such as underwrit-
ing and marketing. 

The Commonwealth Fund proposal
would impose an individual insurance
mandate, but would cap premiums at 5%
of income for low-income individuals
and 10% for those in higher income tax
brackets. It would also require employ-
ers to either offer coverage or contribute
about 7% of payroll into a coverage trust
fund. 

On the payment side, the Common-
wealth Fund proposal endorses moving
away from the fee-for-service system
currently in use for Medicare and Med-
icaid and replacing it with a number of
reforms, including bundling payments
for acute care episodes, increasing pay-
ment for primary care while decreasing
payment for specialty and procedural
care, and providing additional payments

for practices that provide a patient-cen-
tered medical home. 

Under the proposal, all payment re-
forms would apply to Medicare, Medic-
aid, and the new public health plan. The
proposal would also raise Medicaid rates
to Medicare levels and invest in health in-
formation technology, population health,
and comparative effectiveness research. 

The proposal would not lower current
costs but could slow the rate of health

care spending, according to the Com-
monwealth Fund. Instead of health care
spending rising 6.7% each year over the
next 11 years, as predicted by current
trends, the increase in spending would
slow to about 5.5% per year if the re-
forms were implemented in 2010. The
combination of the proposed insurance
and payment system reforms could slow
spending by nearly $3 trillion by 2020.
Costs incurred by the federal govern-

ment would climb sharply during the
first years of implementing these
changes, but could be largely recouped
by 2020, according to the report. 

Under the proposal, the number of
uninsured Americans would drop from
about 48 million this year to about 4 mil-
lion by 2012. Without reforms, the unin-
sured would increase to about 61 million
by 2020, according to the Common-
wealth Fund. ■


