
 
 

NY must act quickly, wisely in designing a health marketplace 
April 24, 2011  

State-run insurance exchanges that enable individuals and small businesses to compare and buy health 

plans are a centerpiece of federal health care reform. Last week, the Cuomo administration finally 

began sitting down with various players to solicit their views on how to design New York's exchange. 

And not a moment too soon. 

Much difficult, complex work lies ahead for the health care redesign panel, and the clock is ticking. 

The Legislature must pass a law within the next eight months authorizing the establishment of an 

exchange, and a prototype must be up and running in 2013 so that the exchange can be operational by 

January 2014. 

Failure to meet those ambitious deadlines will result in the loss of eligibility for millions of dollars in 

federal grants and ultimately could lead to a federal takeover of the state's exchange. What's more, 

New York is risking creating an exchange that fails to accomplish the goals of health care reform: 

reducing the number of state residents who lack insurance (an estimated 2.6 million), bringing down 

the skyrocketing costs of insurance, and ensuring that providing health benefits is a boon to businesses, 

not a burden. 

Small businesses have been hit especially hard by soaring costs. Many report that they have been 

forced to scale back or drop coverage. Employers that still offer insurance are faced with an array of 

impossibly complex products that can be hard to compare. And they pass on the cost increases to 

employees by requiring higher premium contributions and holding down wages. As a result, only 59% 

of employees at small firms enroll in the insurance programs available to them. 

The federal mandate conceives of each state exchange as a marketplace where technology seamlessly 

takes a person's Social Security number, interfaces with federal agencies such as the IRS, and 

determines eligibility and subsidies for an individual, or the tax credits for a small business. Ideally, 

the exchange will function almost as an off-site HR department for smaller companies, by handling 

payroll services that deduct premiums and administering COBRA. The exchange will need to provide 

great customer service and a website that is easy to navigate. It must attract a critical mass of 

participants to ensure that per capita costs can be kept low and insurance offerings competitive. 

We already have a working model of what a system might look like in HealthPass, a well-regarded 10-

year-old Manhattan exchange. HealthPass allows employers to decide how much they want to 

contribute to workers' coverage, and employees choose the insurance they want, covering any costs 

that exceed a business's contribution. 

HealthPass has been unable to keep premiums down, however, in part because state law forbids 

employers in the small group market to negotiate with insurers on price. A successful state exchange 

that attracts a broad base of individuals and businesses has the potential to make a difference. 

First, some questions need to be answered. 

Should the exchange be under the auspices of a state agency, a public authority or a new nonprofit? 

Should the operator act as an active group purchaser, setting benefits packages and negotiating 

premiums? Should insurers be compelled to offer the same plans on and off the exchange? 

Insurers, hospitals, patient-advocacy groups and employers are already weighing in with their thoughts 

on these and many other issues. The redesign panel must listen carefully, make good decisions and 

then act quickly. The costs of failing to do so are unacceptably high. 


