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PRESIDENT’S PLAN NEEDS TO FIX THE HEALTH 
EXCHANGES 

 
Washington, D.C. February 23, 2010 – President Obama's health insurance proposal – 
like both the House and Senate versions of reform – would do much to expand health 
coverage and improve Medicare. It does not do enough, however, to contain costs. True 
reform would reduce the cost of health insurance through the competition, economies of 
scale, and risk spreading achievable through strong and efficient exchanges. However, 
the President's exchanges will not have sound risk pools and market-based competition.  
 
In December, the Committee for Economic Development (CED) released a study (link) 
showing that the exchanges in the Senate health-reform bill, as currently structured, are 
likely to fail because they will attract an ever-increasing concentration of sicker people. 
The exchanges also will not force insurers to compete on quality and price. “Fair, intense 
competition is the only way to accelerate productivity improvement and contain costs,” 
said William W. Lewis, Trustee of the Committee for Economic Development and director 
emeritus of the McKinsey Global Institute.     
 
The Senate bill divides the exchanges into states and then subdivides them into individual 
and small group markets – drastically limiting their size and thereby unnecessarily 
increasing the cost of coverage. 
 
Based on evidence from successful, currently operating exchanges, CED recommends 
steps to make the exchanges larger and more stable, and therefore more likely to survive: 
 

• Empower the Secretary of Health and Human Services to consolidate counties, 
regions, or states to achieve a minimum exchange size (minimum of 100,000); 

• Require that all uninsured individuals who are not eligible for Medicaid, Medicare, 
or another existing federal program use the exchange; 

• Combine the individual and small-group exchanges; and 
• Require that all employers with fewer than 100 employees use the exchange. 

 
CED’s study cites particularly the well-designed Wisconsin State Employee Health Plan in 
Dane County which offers a basic, high-quality family plan that costs $3,000 less than 
comparable plans elsewhere in the state, and has successfully stimulated strong 
competition among regional HMOs.  

 
For more information on CED’s work on health-care reform, please visit www.ced.org. 
 

CED is a non-profit, non-partisan organization of more than 200 business leaders and university presidents.  Since 
1942, its research and policy programs have addressed many of the nation’s most pressing economic and social 
issues, including education reform, workforce competitiveness, campaign finance, health care, and global trade and 
finance.  CED promotes policies to produce increased productivity and living standards, greater and more equal 
opportunity for every citizen, and an improved quality of life for all.   
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