
The Affordable Care Act (ACA) establishes 

a temporary Transitional Reinsurance Fee 

for the 2014 through 2016 calendar years.  

Recognizing the inevitable impact of adverse 

selection on the Exchanges due to the low cost 

of the individual mandate penalty in the initial 

years, coupled with the elimination of pre-

existing condition limitations, ACA establishes a 

reinsurance pool.  The Transitional Reinsurance 

Fee is designed to raise $25 billion dollars, 

which includes $20 billion for the reinsurance 

pool and $5 billion for the U.S. Treasury.  The 

temporary fee would raise $12 billion in 2014, 

$8 billion in 2015, and $5 billion in 2016.  

All insured and self-insured medical plans will pay 

this fee, calculated against the average number of 

covered lives in the plan over the course of the 

calendar year.  The fee will be paid by the insurer, 

or in the event of a self-insured arrangement, by 

the plan administrator.  Certainly, the fee will be 

passed along to the sponsoring employer through 

increases in the monthly premium for insured 

plans and increases in the monthly administrative 

fees for self-insured plans.  The annual fee per 

covered life is estimated to be $63 for 2014, $42 

for 2015, and $26.25 for 2016.  For an employer 

with 100 covered employees in its medical 

plan and a contract size of 2.14, consistent 

with the national average, the fee for the 2014 

calendar year will be approximately $13,482.

This Transitional Reinsurance Fee is significantly 

greater than the temporary CER (Comparative 

Effectiveness Research) fee ($2 per year in 2013, 

then $1 per year through 2019).  In the course 

of planning for 2014, sponsoring employers need 

to determine how this fee will be absorbed in 

the employer/employee benefit cost structure.  

Many experts have suggested that the impact 

of adverse selection on the exchanges is grossly 

underestimated by the government.  If true, this 

raises the likelihood that the fee will actually 

increase in subsequent calendar years, and that the 

fee will become permanent.   As the reinsurance 

pool will apply primarily to the exchanges’ 

individual insurance market, some experts expect 

self-insured plans will mount a legal challenge 

to the fee’s application in self-insured plans.
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There is a familiar list of patient complaints about 
doctors. Doctors are rude. They don’t listen, don’t 
have time, and don’t explain things in terms patients 
can grasp. Many patients think doctors need to 
work on their people skills. A good patient-physician 
relationship and communications can lead to better 
care, lower costs and a possible decrease in the 
risk of lawsuits. Medical schools, health systems, 
malpractice insurers and hospitals are setting up 
education programs to help doctors improve their 
bedside manners. The new programs are available 
to everyone from medical students to seasoned 
physicians. Under new Medicare rules, doctors and 
other providers will receive reduced reimbursement 
if they obtain poor patient satisfaction scores or have 
too many preventable readmissions.

Doctors can often miss important health cues about 
patients when they do not listen, and these missed 
cues can lead to misdiagnoses. Patients who do 
not comprehend what their doctors say often fail 
to follow the recommended regimen, which can 
lead to hospitalizations, complications and poor 
outcomes. The risk of non-adherence is 19% higher 
among patients whose doctors communicate poorly 
compared to those whose doctors communicate well, 
according to a 2009 review of 100 studies published 
in the journal Medical Care. The journal also found 
that when doctors get training in communications 
skills, the odds of patient compliance are 12% higher 
than when doctors do not receive such training. A 
breakdown in physician-patient communication is 
cited in 40% or more of medical malpractice suits.

How will the Affordable Care Act (ACA) affect the 
time doctors have to communicate with patients? 

Expectations are that 30 million new people will 
enter the health care system in 2014. Experts say 
an impending doctor shortage is on the horizon. 
According to Vitals, a company that provides 
consumer search tools for physician evaluation, the 
shortage is expected to hit primary care physicians 
(PCPs) the hardest. Currently, there is approximately 
one PCP for every 1,500 people in the United States, 
but by 2020, there will be an estimated 70,000 fewer 
doctors available to consumers as a direct result of 
the law. According to a recent 2013 Deloitte survey 
of U.S. physicians, 57% of the doctors surveyed view 
changes in the industry under health care reform 
as a threat. Six in 10 physicians report that early 
retirement of many physicians in the next two or 
three years will fuel the shortage. The number of 
people in the patient pool will increase by 12% next 
year, but the supply of doctors will hold at the current 
level. Vitals finds that patients are waiting 6% longer 
to see their doctors and spending an average of only 
six minutes in the examination room. 

Older patients will feel the brunt of the doctor 
shortage, and ACA is expected to cause a shortage of 
PCPs at the same time when the aging population will 
be seeking help. Elderly patients are turning to retail 
clinics at drugstores because of their convenience and 
lower costs. More patients will be seeing registered 
nurses and physician assistants more often as doctors 
continue having less and less time. Coordination of 
care and communication between providers may 
be a major problem in the future,  even with the 
availability of electronic medical records.
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The state-based and federally facilitated exchanges 
created by health care reform and set to be active 
in 2014 have garnered much attention. Meanwhile, 
private exchanges are beginning to get some attention 
and could expand significantly in specific markets and 
in structure over the next few years. Vendors providing 
such private exchanges are claiming positive results 
in total employee enrollment last year, and say they 
expect this to be the trend. Clearly, private exchanges 
will not be appropriate for every employer (for many 
reasons). However, for an employer of the right 
size and industry, exploring private exchanges may 
be a worthwhile exercise. Private exchanges have 
the potential to bring together buyers and sellers, 
potentially empowering new opportunities in the 
health insurance marketplace.

Given an employer’s objective to limit its cost for 
health care coverage, the most popular model of 
private exchange coverage is a defined-contribution 
plan. Under this plan, employees are provided a flat 
dollar amount by their employer to purchase the 
type of medical and ancillary products they wish. 
For small- to medium-sized employers, this form of 
coverage offers several benefits, including reduced 
administrative costs, cost certainty for the risk averse, 
and access to multiple plans. 

Employers switching to a defined contribution plan 
through a private exchange may be providing their 
employees more choice, but with this choice comes 
the potential for adverse impacts on all parties. 
Most employees are not fully “health literate,” and 
therefore are unlikely to select the coverage that is 
right for their individual needs. Those that are health 
literate put insurance companies at risk because of 
adverse selection; these employees know their health 
status the best. (Wilson Partners expects adverse 
selection to be a significant issue facing exchanges.) 

With more expansive options offered to employees, 
some may be unable to decide which plan is best and 
choose not to spend much time trying to pick the 
optimal plan. They may also recognize later in the 
plan year that they should have selected a different 
plan. For example, an individual with knee pain may 
decide not to have elective surgery. When the knee 
pain becomes severe, the individual would likely 
delay knee replacement surgery until the next plan 
year when he or she can elect a plan that covers this 
service. Many employees are also satisfied with their 
current health plan available through their employer 
and feel as if they have more input in plan structure 
and design.

The two current market leaders actively promoting 
their private exchange products are Mercer and Aon 
Hewitt. Both providers use an internet-based platform 
that offers decision-support tools, provider choices, 
and benefit design options. Mercer is expecting 
10 major insurers to be included on the exchange 
for 2014, including Aetna, Humana, UnitedHealth 
Group, and Cigna, along with various Blue Cross Blue 
Shield plans. Mercer claims that private exchange 
coverage is feasible for employers that have over 
100 employees. However, it is unlikely that larger 
employers will adopt a private exchange model, as 
the value of self-insured plans are expanded under 
ACA and provide employers with a greater ability to 
successfully manage plan cost. 

Wilson Partners is of course available to discuss the 
appropriateness of a private exchange model for your 
organization. 
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