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New Report! 
Market-Based Health Exchange Could Provide a Lifeline  

For New York’s faltering Health-Care System 
 
Albany, New York: President Obama signed the Patient Protection and Affordable Care Act (ACA) into law in early 
2010 with the hope of extending coverage to all uninsured Americans.  Although under deep political and legal 
contention, certain aspects of the law are already taking effect, with more changes planned for 2014.  The largest and most 
cumbersome of these changes has been left to the states in the form of establishing state insurance exchanges.  In a report 
released today, “Building a Market-Based Health-Insurance Exchange in New York,” the director of the Manhattan 
Institute’s Center for Medical Progress, Paul Howard, argues that New York should see the exchange requirement not as a 
burden but as a unique opportunity to revamp the current health-care system in favor of a market-based health-insurance 
exchange.  
 
If legislators do not take a more market-based approach to health care in New York and allow a variety of affordable plans 
on the exchange, budget conscious consumers will have a significant incentive to opt out of coverage and pay the penalty 
for failure to comply with ACA’s individual mandate provision.  In 2014, a Silver level plan under ACA will cost $4,675 
– over eight times the maximum individual mandate fine for that year. 
 

Major Issues with NY’s Current Health-Care System 
 
1) The Community Rating and Open Enrollment Law of 1992 has nearly destroyed the individual market and 

left the small group market more expensive – Open enrollment requires insurers to offer coverage to all 
applicants, including those who are already sick. The community rating regulation requires that plans offer the 
same price to all applicants regardless of age or health status. 

2) Such heavy regulation has led to very expensive coverage, forcing healthy individuals to drop health care – 
Almost 100,000 individuals have left the individual insurance market over the past ten years. Currently, healthy, 
young individuals (ages 18-34) make up nearly half of New York’s uninsured. 

3) New York State does not allow Health Savings Accounts (HSA) within the individual market – Health 
Savings Accounts function as low-cost, high-deductible health-care plans.  While protecting against catastrophic 
events, HSAs are also work like savings accounts to pay for routine out-of-pocket expenses.  Present legislation 
prevents insurers from offering HSAs.  Critics claim HSAs are vehicles for the healthy and wealthy, leaving 
higher costs for patients who need more coverage and forcing consumers to skip routine care to save money in the 
short term.  But studies show individuals with HSAs act cost-consciously, helping curb overall health-care 
spending without a negative impact on health. 

 
Paul Howard’s Five Ways to Build a Market-Based Health Exchange in New York 

 
1) Establish New York health exchange as a clearinghouse – On the clearinghouse “floor,” consumers will be 

able to compare a range of insurance plans where companies must compete to succeed. 
2) Remove barriers to allow for more low-cost plans like Health Savings Accounts – HSAs allow for affordable, 

high-deductible, prevention-oriented plans that encourage the enrollment of healthy individuals. 
3) Alter community rating standards to allow more affordable policies to be sold to younger, healthier 

applicants – Allowing for some adjustment of the “pure” community rating rules in place and allowing for a 3-1 



age-rating band (as allowed by federal law) could help encourage enrollment of younger individuals who could 
then find more affordable options. 

4) House the exchange outside a state agency – If located inside an existing agency, like the Department of 
Insurance or Health, the exchange could be subject to political pressures.  Functioning as an independent entity, 
the exchange could serve its true purpose: being an electronic clearinghouse for choice among competing plans. 

5) Build a small group exchange offering a defined contribution option – A defined contribution option would 
allow small businesses to offer their employees a fixed amount or voucher with which to purchase health 
insurance within the exchange and to find a plan that best fits each employee’s needs. 

 
“New York policymakers should create a market-organized exchange and embrace deregulation of the state’s 
small group and individual insurance markets . . . . By offering a variety of plans at affordable rates, policymakers 
can ensure that the exchange attracts a large risk pool with many young and healthy enrollees – keeping overall 
rates more stable and affordable, even for older and higher-risk consumers.” Paul Howard in “Building a Market-
Based Health-Insurance Exchange in New York” 
 

The complete study is available at http://www.manhattaninstitute.org/html/mpr_13.htm.  If you would like to 
schedule an interview with Paul Howard, please contact Bridget C. Carroll at 646-839-3313 or 

bcarroll@manhattan-institute.org. 
 
Paul Howard, Ph.D. is a Manhattan Institute senior fellow and director of the Manhattan Institute’s Center for Medical 
Progress. He is the managing editor of Medical Progress Today, a web magazine devoted to chronicling the connection 
between private-sector investment and biomedical innovation, market-friendly public policies, and improved health. He 
has written on a wide variety of medical policy issues, including medical malpractice, FDA reform, and Medicare policy 
initiatives. He is often quoted on health-care issues and his columns have appeared in national publications, including the 
New York Post, Dallas Morning News, Investor’s Business Daily, and WashingtonPost.com. 
 

The Manhattan Institute, a 501(c)(3), is a think tank whose mission is to develop and disseminate new ideas 
that foster greater economic choice and individual responsibility. 
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