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organization and operate similar 
to the state HIX. They provide 
an alternative to the traditional 
employer-based insurance coverage 
model. Although employees may 
select from a variety of coverages, 
no federal subsidies are available 
through this process. 

Among the benefits attributed to 
private HIX are standardization of 
care, utilization review by a third 
party, private insurance participa-
tion. and product simplification. 
Their popularity continues to 
grow; recently, Wal-Mart and 17 
other large employers partnered 
with Aon Hewitt Corporate Health 
Exchange to provide coverage to 
their employees.

Financial impact of HIX 
What impact might HIX have on 
the finances of orthopaedic practic-
es? Although the potential for new 
patients is significant, considerable 
uncertainty exists with regard to 
reimbursement rates. 

In some states, HIX plan reim-
bursement rates are aligned with 
Medicaid rates. The few states 
that have released reimbursement 
information have shown significant 
reductions in payments for services 
under HIX plans compared to pri-
vate plans. Insurers participating 
in HIX face significant pressure to 
reduce costs and may reduce reim-
bursement rates accordingly. 

In Connecticut, for example, 
early proposals by insurance com-
panies participating in the HIX 
are 30 percent to 40 percent lower 
than standard commercial reim-
bursement rates. But Matthew 
Katz, MS, executive vice president 
and CEO of the Connecticut State 
Medical Society, believes it’s too 
early to make a judgment: “The 
jury is still out on whether ex-

changes will be a good thing or a 
bad thing for physicians.” 

Although the details of indi-
vidual plans participating in public 
or private HIX are presently lack-
ing, the following factors will be 
relevant:
•	 Out-of-pocket expenses—Recent 

data from commercial plans 
show increased copayments and 
deductibles. If the same trend 
applies to private or public HIX, 
patient copayments and deduct-
ibles will increase and providers 
may find it difficult to collect.

•	 Resource allocations—Deter-
mining eligibility requirements, 
insurers’ responsibility, and 
coverage gaps, and dealing with 
technology glitches, will require 
additional time and energy by 
orthopaedic practice staff.

•	 Sicker patients—Previously un-
insured individuals may have 
untreated conditions and be 
more difficult and expensive to 
care for. This segment of patients 
could potentially increase medi-
cal expenditures by as much as 
60 percent.

•	 Patient access—Both the de-
sign of the HIX and the costs 
of treating patients could limit 
patient access to primary and 
specialty care.

•	 Physician profile—Private HIX 
may use cost and quality data to 
create narrow networks of  
physicians. 

•	 Service pricing—The recent 
move by CalPERS (California 
Public Employees Retirement 
System) to reference pricing 
shows that volume will follow 
low-cost providers. When CalP-
ERS set a limit on how much it 
would pay for certain surgeries 
and shifted any excess costs to 
participants, surgical volumes 

at low-price hospitals increased, 
while higher-priced hospitals  
saw a decrease in use by CalP-
ERS members. Cost will increas-
ingly become a clear driver of 
patient volume to a practice or 
hospital. 

Next steps
Many experts believe that the rise 
of a consumer-driven market ap-
pears unstoppable. Implications for 
providers are significant and pro-
viders should be prepared to take 
the following steps:
•	 Be ready to compete on cost. 

Transparency will enable com-
parison shopping. 

•	 Commit to continuous quality 
improvement. Quality improve-
ment requires a team effort; out-
comes depend on collaboration 
and effective patient  
engagement.

•	 Upgrade and improve col-
lections; the ability to collect 
patient balances will become in-
creasingly important as employ-
ers shift costs to employees. 

•	 Be able to clearly differentiate 
the practice from the competi-
tion, focused in particularly on 

ways the practice delivers higher 
value.
HIX—both public and private—

present a paradigm shift in the 
delivery of health care. Insurance 
companies, notably Blue Cross/
Blue Shield, are preparing indi-
vidual physician score cards and 
a tiered approach to narrow net-
works based on quality and costs. 
As copayments and deductibles 
rise, patients will assume a stronger 
role in medical decision making. 
Physicians must be prepared to 
partner with them.

Although the orthopaedic com-
munity may be rightly concerned 
about pricing pressures and access 
issues, the evolution to HIX may 
allow for some positive changes, 
including the following:
•	 reimbursement for procedures 

(primarily trauma cases) previ-
ously unreimbursed due to lack 
of insurance coverage

•	 a shift to settings other than the 
emergency department for the 
delivery of orthopaedic care

•	 an increase in the number of in-
sured patients by more than  
20 million people, who will re-
quire appropriate care that will 
be reimbursed at some level, off-
setting potential financial  
burdens

•	 a shift in consciousness about 
the quality of care delivered, 
which may equate to better 
outcomes and a more effective 
healthcare system overall.
Beginning in January 2014, 

members of the AAOS Health Care 
Systems Committee will be hosting 
a series of free webinars on pay-
ment reform issues; the first will 
be on healthcare exchanges. Check 
the AAOS course calendar and 
watch AAOS Headline News Now 
for more complete details.   

Lalit Puri, MD, and Daniel M. Adair, 
MD, are members of the AAOS Health 
Care Systems Committee.

Table 1: MiniMuM sTandards for HiX qualifying HealTH plans 

 1. Ambulatory patient services

 2. Emergency services

 3. Hospitalization

 4. Maternity and newborn care

 5. Mental health and substance use disorder services, including behavioral health treatment

 6. Prescription drugs

 7. Rehabilitative and habilitative services and devices

 8. Laboratory services

 9. Preventive and wellness services and chronic disease management

 10. Pediatric services, including oral and vision care

Source: Obamacarefacts.com

What is a Health Insurance Exchange?
Health insurance exchanges (HIX) established under 
the Affordable Care Act (ACA) are marketplaces 
where individuals can go to obtain health insurance 
coverage from private insurance companies. Each 
state and the District of Columbia has a public HIX, 
which offers a set of government-regulated and stan-
dardized health care plans from which individuals 
may purchase health insurance eligible for federal 
subsidies. 

The idea behind the HIX is to increase competition 
among insurers, thus bringing down the price for 
health insurance. In addition, the HIX enable small 
businesses to participate in a group insurance pool 
with other small businesses, thus enabling them to 
secure lower costs.

Private HIX are similar in that they are also mar-

ketplaces of health insurance. These private exchang-
es will compete with the federally mandated state-
based HIX. However, they are more flexible and can 
be customized to address the needs of an employer 
group. Employers purchase health insurance through 
the private exchange, and then their employees can 
choose a health plan from those supplied by partici-
pating payers.

Private HIX mark a change from defined benefit 
health plans, under which employees are provided 
with a specific list of health coverage, to defined con-
tribution health plans, under which employers allot a 
specific amount to each employee to purchase cover-
age that suits that employee’s need. This also enables 
employers to better control healthcare costs. 
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