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Market Structure and Risk Pooling 
A series of survey questions asked how New Jersey health insurance markets should be 
structured in the context of exchange implementation in 2014. The way health insurance 
markets are regulated relates to exchange functioning in many respects. For example, the 
extent to which individuals or businesses are permitted or encouraged to purchase coverage 
through an exchange can influence the extent to which adverse risk selection may occur against 
the exchange or a particular market segment. 

The ACA requires that people eligible for and wishing to receive federal premium tax 
credits must obtain coverage through an exchange, and exchanges must also be available to 
enroll Medicaid eligible populations. However, states may permit individuals who are not 
eligible for tax credits or Medicaid to buy coverage through the exchange. Figure 6 and Table 6 
show that across stakeholder groups two-third majorities or stronger support the idea of 
allowing non-subsidy eligible persons to enroll through a New Jersey exchange(s), with the sole 
exception of agents/brokers, who are split on whether such enrollment should be permitted. 
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States have limited discretion about the definition of “small business” for the purposes 
of obtaining coverage through a SHOP exchange. Prior to 2016, New Jersey may keep its 
definition of small groups eligible to purchase in the SHOP exchanges as up to 50 employees, 
but after that time, the upper limit must rise to 100 under the ACA. The survey asked whether 
New Jersey should wait until 2016 to raise its small group size limit or whether it should do so in 
2014 when the SHOP exchange opens for business (Figure 7 and Table 7). Three-fourths or 
larger majorities of most stakeholder groups support early expansion of the small group size 
definition, with equally strong opposition to the idea from brokers/agents and insurance 
company representatives. 
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In a related question, the ACA permits, but does not require, states to open their 
exchanges to even larger businesses (over 100 employees) starting in 2016. Figure 8 and Table 
8 show that the majority of most stakeholder groups support this idea. It is noteworthy that the 
greatest support (88.5%) for this idea is among large businesses (51 or more employees) (Table 
8). Nevertheless, half of insurer respondents and more than three-fourths of agents/brokers 
oppose it. Many stakeholders from business trade groups and non-patient-care health-related 
industries responded that they are unsure about their support for large-business access to the 
exchange. 
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A series of survey questions asked about possible strategies to prevent health risk 
selection against health insurance exchanges (in other words, to prevent “cream skimming” by 
non-exchange plans) (Figures 9a-9e and Tables 9a-9e). Perhaps the most noteworthy 
observation about responses to these questions is the degree to which large numbers of 
respondents across stakeholder groups (with the exception of insurers and, in some cases, 
agents/brokers) responded “Not Sure” or left these questions unanswered. Large majorities of 
insurer and agent/broker respondents oppose limiting the sale of all non-group and small-
group coverage to the exchange(s). Substantial shares of insurer respondents also oppose 
requiring that plans sold outside the exchange(s) be identical to those sold in the exchange(s) or 
requiring that all carriers selling outside the exchange(s) to also sell within them. Alternatively, 
the majority of insurers (as well as most other stakeholder groups) supports the idea of carriers 
operating outside the exchange(s) to offer some of the standardized plans required within the 
exchange(s) but to retain flexibility to offer other plans outside the exchange(s) as well. Across 
most other stakeholder groups, there is substantial support for most of the options in the 
survey to prevent risk selection against the exchange(s). Few participants provided responses to 
an open-ended “other-specify” question about strategies to avoid risk selection. 
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Currently, New Jersey’s non-group and small-group health insurance markets have 
separate risk pools. That is, premiums are established in each market independently of the 
other. The ACA permits states to merge these risk pools, meaning that premiums will be 
determined based on the expenditures of plan participants regardless of whether they enroll as 
individuals or through small businesses. Figure 10 and Table 10 shows survey responses about 
whether New Jersey should merge its markets. With the exception of agents/brokers and 
insurers, the majority of each stakeholder group supports combining the non-group and small-
group risk pools. Large majorities of insurers and agents/brokers oppose this option. 
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Exchange Functions and Operations 
There is significant disagreement among stakeholder groups about whether all qualifying health 
plans should be sold through the New Jersey exchange(s) or whether the exchange(s) should 
limit the number of carriers or plan options available (Figure 11 and Table 11). The all-qualified-
plans approach is sometimes referred to as the “clearinghouse” model versus an “active 
purchaser” model that would conduct competitive bidding or apply specific criteria to limit the 
number of plans or carriers in the exchange. The majority of participants representing 
insurance carriers, health care providers, agents/brokers, and non-health businesses (as well as 
“other/not specified”) support the all-qualified-plans approach, while majorities of 
representatives of unions, business trade groups, and academic/consultant/foundation groups 
support limiting offerings. The other groups, including consumers, delivery organizations, and 
other health industries, are more mixed in their views. 
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The majority of survey participants in most stakeholder groups support the status quo in 
how dental health benefits are offered (Figure 12 and Table 12). That is, eight of the 11 
stakeholder groups favor allowing health plans to decide whether to offer dental-only plans 
alongside medical plans versus offering plans combining the two. Nevertheless, substantial 
shares of some groups (unions, business trade groups, consumer groups, non-health related 
businesses, and agents/brokers) support requiring dental plans to be sold separately from 
medical plans. 
 

 
 
 
  



 

41 Vol. I: Findings from Stakeholder Forum Discussions & Survey 

       

  

The ACA permits states to create “Basic Health Plans” (BHPs) for exchange enrollees just 
above the Medicaid income-eligibility threshold (i.e., between 133% and 200% of the federal 
poverty level, based on ACA-defined Modified Adjusted Gross Income). Under this option, 
states would collect 95% of federal subsidy funds (i.e., tax credit and cost-sharing assistance) 
for these individuals, which would allow them to be enrolled in Medicaid or Medicaid-like 
programs. Without BHPs, individuals whose incomes rise just above the Medicaid eligibility 
threshold would be required to purchase a private plan through a health insurance exchange. 
Figure 13 and Table 13 show very broad support for New Jersey pursuing developing a BHP 
across all stakeholder groups. 
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Other Considerations 
The final question in the survey asked about any other issues New Jersey should consider with 
respect to health insurance exchange design. Responses to this open-ended question were 
coded and grouped into common themes. The major topic areas of these responses are listed in 
Figure 14 and details of responses by stakeholder group are shown in Table 14.  
 
Figure 14: Topics Mentioned in Open Ended Question about Exchange Design 

Expand government role  Exchange governance issues 
Encourage competition and plan choice Exchange financing issues 
Make exchange easy to use and effective Broker roles 
Promote enrollment in the exchange Other exchange design and regulatory issues 
Cover specific services or professionals Contain rising costs 
Address barriers to care/enhance access Other or un-interpretable responses 

 
Few clear themes emerge from responses to this question. Among the more commonly 

mentioned topics (each respondent could mention up to three) is that health plans should 
cover specific services or professionals; this theme emerged especially among health care 
providers, health services delivery organizations, and consumer/patient representatives. 
Respondents in some groups endorsed an expanded role for government, such as single payer 
or adding a public plan option. But admonitions to increase competitive forces in health 
insurance markets were also mentioned relatively frequently by participants in these same and 
other stakeholder groups. Other comments related to strategies to address fairness and 
effectiveness of exchanges and other aspects of health care. 
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Part III: Discussion 
 

 

 

Conclusions 
Two modalities were used to gather input from a broad spectrum of New Jersey health care 
stakeholders to inform the state’s response to health insurance exchange provisions of the 
Affordable Care Act: thirteen, two-hour forums offered an opportunity for in-depth discussion 
of exchange design issues, while the web-based New Jersey Exchange Planning Survey reached 
a broader array of stakeholders and asked more specific questions about the design of 
exchanges. Examined together, these sources provide rich information about the perspectives 
of key New Jersey constituencies on exchange design issues as the planning process was getting 
under way in early 2011. In general, the two sources paint a consistent picture of stakeholder 
positions. 

The forums and survey reveal some areas of consensus and others of disagreement. 
Foremost, in both the forums and the survey, participants across stakeholder perspectives 
nearly universally agreed that New Jersey should establish its own exchange. Respondents 
across stakeholder groups also largely agreed that access to coverage through the exchange in 
New Jersey should be broad. That is, persons not eligible for subsidized plans should be 
permitted to purchase through the exchange. Consistent with this view, participants in most 
stakeholder groups also favor allowing larger businesses than are required by the ACA to 
purchase through the SHOP exchange, although there is dissent from this view among brokers 
and insurance carriers. 

Questions about the relationship of exchanges for individuals and small businesses in 
New Jersey elicited more disagreement and uncertainty. Most forum participants agreed that 
exchange administrative functions for individuals and small employers should be combined in a 
single entity, but the survey revealed more division on this question. In both the forums and the 
survey, participants were divided on the wisdom of combining the non-group and small-group 
risk pools, with strong opinions held on both sides. The majority view in most groups in the 
survey was that the risk pools should be merged, although brokers and insurers disagreed with 
this view by wide margins. Perspectives from business representatives were more mixed. The 
forum revealed room for discussion about merged markets, depending on the way the SHOP 
exchange functions (i.e., as an employer or employee choice model).  

The forum discussions revealed that in designing its exchange the state should 
emphasize administrative efficiency and it should build on New Jersey’s history of active 
insurance market regulation. Participants also emphasized that however the exchange(s) are 
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