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On Oct. 1, a key component 
of the Affordable Care Act 
(ACA) fell into place with 

the opening of public health insur-
ance exchanges (HIX). The impact 
of these exchanges will be signifi-
cant; according to Accenture Con-
sulting, as many as 20 percent of 
employed Americans will be using 
an exchange to obtain health insur-
ance by 2017. 

The introduction of public ex-
changes corresponds to what may 
become an even more significant 
event—the creation of private ex-
changes. Private exchange models 
have been established by major 
employers such as Walgreens 
Pharmacy, which recently shifted 
its employee coverage to a private 
exchange model. (See “What Is a 
Health Insurance Exchange?” on 
page 26.)

Orthopaedic providers navigat-
ing this new health system are 
headed into largely uncharted ter-
ritory. HIX present a complex new 
realm of care delivery that will 
be accompanied by implementa-
tion difficulties and early changes. 
Media reports have already fo-
cused on issues such as imperfect 
information technology, additional 
rules and regulations, and previ-
ously uninsured patients who have 
pent-up medical needs. 

State exchanges
Under the ACA, each state is re-
quired to offer an exchange to its 

residents by creating and running 
its own exchange (state-based ex-
changes, or SBEs), by offering a 
federally run exchange (federally 
facilitated exchanges, or FFEs), or 
by partnering with the federal gov-
ernment to offer an exchange (state 
partnership exchanges, or SPEs). 
More than half (26) of the states 
are using FFEs, 17 have SBEs, and 
7 have SPEs (Fig. 1). 

State HIX extend health insur-
ance coverage to the uninsured 
through two key mechanisms— 
expanding Medicaid eligibility and 
offering subsidized private insur-
ance for people with income levels 
between 133 percent and 400 per-
cent of poverty level. Individuals 
earning up to four times the pov-
erty level will be eligible for federal 
subsidies in the form of tax credits, 
while individuals opting out of 
insurance coverage will face penal-
ties. Coverage under the exchange-
based program is scheduled to 
become effective Jan. 1, 2014. 

The ACA imposes strict condi-
tions on insurers who participate in 
the exchanges, including the  
following:
•	 Individuals can no longer be de-

nied coverage due to preexisting 
conditions, nor can claims due 
to preexisting conditions be re-

scinded or denied. 
•	 Lifetime and annual limits on 

coverage have been eliminated.
•	 Rates will be dependent on age, 

geography within a state, smok-
ing history, family composition, 
and income levels. 
In addition, small group employ-

ers (those with fewer than 100 
employees) will be able to pur-
chase coverage through the Small 
Business Health Options Program 
(SHOP). 

All plans will cover a set of 
required benefits, including pre-
ventive and wellness services, 
prescription drugs, and hospital 
stays (Table 1). However, individu-
als will be able to choose a plan to 
fit their health needs and budgets. 
Plans will be tiered into bronze, sil-
ver, gold, and platinum levels, with 
incremental out-of-pocket costs 
and monthly premiums depending 
on the level chosen. 

Potential impact 
The Congressional Budget Office 
estimates that as many as  
22 million individuals will ob-
tain insurance through the HIX. 
However, individuals may opt out 
and choose to pay the mandated 
penalty, which will likely leave a 
disproportionate population of 

higher risk patients in this federally 
funded program. 

Although premiums are designed 
to be affordable, they will likely 
vary from state to state and may 
rise depending on the insurance 
companies’ exposure to high-risk 
populations.

The HIX may limit participation 
by providers and hospitals, result-
ing in access issues such as long 
wait times, discontinuity of care, 
and limited access to specialists. Or 
providers may opt to not partici-
pate in the exchanges, depending 
on reimbursement rates, resulting 
in similar access issues for patients. 
Some research already suggests 
that California exchanges are see-
ing these detrimental effects. 

Employers may decide not to 
offer health insurance and to pay 
the penalties instead. The drop in 
employer-provided coverage could 
push a large and unexpected in-
flux of workers into the exchange 
system, with staggering financial 
implications. 

Private exchanges 
Of potentially greater signifi-
cance for healthcare providers is 
the concurrent development of 
private HIX. Walgreens recently 
joined Sears Holdings, Darden 
Restaurants, and a growing list 
of national companies testing this 
new approach to providing health 
insurance for their employees.

According to Scott Kiriakos, vice 
president at Memorial Medical 
Center in Springfield, Ill., this new 
approach represents a movement 
away from the traditional “defined 
benefit” health plans (under which 
the company purchases health cov-
erage on behalf of its employees) to 
a “defined contribution” approach 
(under which the company gives 
employees a fixed dollar amount to 
purchase coverage). This is similar 
to what many companies did to 
help control pension costs by re-
placing defined benefit plans with 
defined contribution 401K plans. 
The result is more predictability 
and efficiency in managing health-
care spending. 

Private HIX are run by a private-
sector company or nonprofit  
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Bottom Line
•	  the emergence of public and 

private HiX marks a paradigm 
shift in the way health care is 
purchased.

•	  although much is not yet known 
about how the design of HiX 
will affect orthopaedic practices, 
they do present opportunities for 
practitioners willing to engage in 
efforts to improve cost transpar-
ency, deliver quality outcomes, 
and partner with patients. 

•	  the impact of private HiX may be 
even more significant than that 
of state HiX established under 
the aCa.
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Fig. 1 More than half the states are using federally facilitated health insurance exchanges under the 
affordable Care act.
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