
Medical Reinsurance: 
Considerations for Designing 

a Govern m e n t - S p o n s o red Pro g r a m
Pol i c y - m a kers are co n s i d ering of fering govern m en t - provi d ed rei n su ra n ce to health plans as pa rt of an overa ll sol u tion to address some of
the probl ems in the health care sys tem .1 This issue bri ef provides a pri m er on the current co m m ercial medical rei n su ra n ce market . It
t h en outlines some of the issues pol i c y - m a kers should co n s i d er wh en designing and impl em en ting a govern m en t - s po n so red medical rei n-
su ra n ce pro gra m .

Co m pa red to the health insu ra n ce market as a wh ol e , the co m m ercial medical rei n su ra n ce market is very small . Rei n su ra n ce is
typ i c a lly pu rch a sed by small to mid-sized insu rers who are pri m a ri ly looking for help in managing their ri s k s . A similar covera ge , c a ll ed
s top-loss insu ra n ce , is pu rch a sed by small to mid-sized sel f - f u n d ed em pl oyer plans for similar re a so n s . The largest en ti ties that assu m e
m edical risk tod ay, wh et h er large health plans or large em pl oyers , do not curren t ly pu rch a se any type of prote ction against large med i c a l
cl a i m s .

Some stated goals of a govern m en t - provi d ed rei n su ra n ce pro gram include redu cing health care prem i u m s , pro m oting prem i u m
s t a bi l i ty, and decreasing the nu m ber of u n i n su red . To be su cce s sf u l , su ch a pro gram would need to address several issu e s , i n cluding the
d e s i gn spe ci f i cs and the expen ses that would qualify for govern m ent rei m bu rsem en t . The pro gram should include the proper incen tive s
for plans to manage their risks appropri a tely. O t h erwi se , a rei n su ra n ce pro gram runs the risk of a ctu a lly increasing overa ll health spen d-
i n g , f u rt h er co m pl i c a ting the probl ems of h i gh health care costs in the Un i ted St a te s .
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Me d i cal Re i n s u ra n ce Pri m e r

This secti on provi des a bri ef de s c ri pti on of m edical rei n su ra n ce to introdu ce basic term i n o l ogy and provi de a fra m e-
work of referen ce wh en discussing govern m en t - s pon s ored rei n su ra n ce propo s a l s .

What is rei n su ra n ce ?
Si m p ly put , rei n su ra n ce is insu ra n ce for insu ra n ce com p a n i e s . It is a mechanism wh ereby one party tra n s fers a por-

ti on of its insu ra n ce risk to another party. The insu rer, or the en ti ty that is tra n s ferring or ceding the ri s k , is call ed the
“ced i n g” com p a ny. The rei n su rer, or the en ti ty that assumes the ri s k , is call ed the “a s su m i n g” com p a ny. To make this
tra n s fer occ u r, both parties (typ i c a lly an insu rer and rei n su rer) en ter into a rei n su ra n ce con tract .2

Un der a rei n su ra n ce con tract , the assuming com p a ny agrees to rei m bu rse the ceding com p a ny for “l o s s e s ,” typ i c a l-
ly referred to as rei n su ra n ce cl a i m s . In medical rei n su ra n ce , losses may fall into one of t h ree categori e s :

• Cl a i m s— These are medical claims incurred and paid by the ceding com p a ny under the insu ra n ce 
po l i ces that are rei n su red .

• Claim adju s tm ent expen s e s— These are ex penses that are incurred by the ceding com p a ny to help redu ce
overa ll medical cl a i m s . For ex a m p l e , a ceding com p a ny may agree to con tract with an out s i de party to nego ti-
a te a lower pri ce on a cl a i m . The out s i de party requ i res a fee for its servi ce s , wh i ch would be con s i dered a cl a i m
ad ju s tm ent ex pen s e .

• E x tra con tractual obl i ga ti on s— These are co u rt - ordered ju d gm ents against the ceding com p a ny.

The rei n su ra n ce agreem ent should cl e a rly spell out the term of the rei n su ra n ce agreem ent from the date of i n cep-
ti on to the date of term i n a ti on . Losses occ u rring du ring this rei n su ra n ce agreem ent term wi ll then be rei m bu rs ed by
the rei n su rer. Ceding companies pay prem iums to the rei n su rer, wh i ch inclu de provi s i ons for rei n su ra n ce losses,
ex pen s e s , and risk margi n .

W hy do en ti ties buy rei n su ra n ce ?
Th ere are a nu m ber of re a s ons why an insu ra n ce com p a ny may want to buy rei n su ra n ce . We high l i ght some of t h em

bel ow. However, the overriding theme is that this tra n s acti on (similar to an insu ra n ce tra n s acti on) pro tects the pur-
ch a s er from unfore s een even t s . Su ccess in the insu ra n ce business requ i res mu ch more than being able to unders t a n d
and manage stati s tical ri s k . Th ere are nu m erous other business risks to con s i der. In ad d i ti on to helping with stati s ti c a l
ri s k , a rei n su rer can be used as a type of business partn er or con sultant to provi de ad d i ti onal servi ces and insights to
h elp insu rers bet ter understand and manage their bu s i n e s s .

• Financial pro tec ti on— Rei n su ra n ce can help insu ra n ce companies con trol their ex po su re to losses. Wh et h er
these losses are on one indivi du a l , a series of i n d ivi du a l s , or an aggrega te bl ock of bu s i n e s s , companies may
wish to limit their ex po su re and thereby stabi l i ze their earn i n gs .

• In c rea s ed capacity—A small er insu ra n ce com p a ny may not wish to or be able to absorb large - do llar indi-
vi dual ri s k s . By purchasing rei n su ra n ce , a com p a ny may be able to of fer indivi dual limits in amounts similar
to their larger com peti tors . By passing losses (and therefore risk) to another en ti ty, the insu rer may be able to
redu ce the amount of su rp lus that is requ i red to all oc a te to that particular line of bu s i n e s s . Reducing requ i red
su rp lus wi ll en a ble an insu rer to improve its overa ll balance sheet po s i ti on and may free up capital to all oc a te
su rp lus to other lines of business or for other inve s tm en t s .
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2. This brief describes common structures of a reinsurance agreement and typically refers to an insurer as a ceding company and a reinsurer as an
assuming company. While this is common, there are other possibilities. For example, an insurance company can enter into a reinsurance contract with
another insurance company. As another example, a reinsurance company can enter into a reinsurance contract with another reinsurance company
(known as retrocession). Regardless of the particular arrangement, however, the same basic principles apply.



• E x pertise and servi ce s— Rei n su rers also of fer re s o u rces to help insu rers manage their bu s i n e s s . By taking
adva n t a ge of these re s o u rce s , i n su rers may be able to com pete more ef fectively against larger com peti tors .
These re s o u rces inclu de , but are not limited to, ex pertise or servi ces rega rd i n g : produ ct de s i gn and devel op-
m en t , m a rket re s e a rch , claims servi ce s , c a re managem ent servi ce s , u n derwri ti n g,pri c i n g,ra te devel opm ent and
m a n a gem en t , re s erve va lu a ti on and financial managem en t , com p l i a n ce servi ce s , and distri buti on de s i gn and
m a n a gem en t .

Common types of rei n su ra n ce pro gra m s — propo rtional vs . n o n - propo rti o n a l .
In proporti onal rei n su ra n ce , the rei n su rer shares an agreed - u pon percen t a ge of the ceding com p a ny ’s prem iums and

l o s s e s . In non - proporti onal rei n su ra n ce , the rei n su rer ’s liabi l i ty is based on claims over a pre - def i n ed thre s h o l d — t h e
a t t ach m ent point—and the prem iums are set accord i n gly. One example of n on - proporti onal rei n su ra n ce is spec i f i c
excess of l o s s , in wh i ch the rei n su rer would pay all or a percen t a ge of claims on ce an indivi du a l ’s claims exceed a pre -
determ i n ed attach m ent poi n t .An o t h er example is aggrega te excess of l o s s , in wh i ch the rei n su rer would pay all or a per-
cen t a ge of claims on ce a plan’s aggrega te claims exceed a pre - determ i n ed attach m ent poi n t .

Rei n su ra n ce and stop-loss insu ra n ce for sel f - i n su red pl a n s .
To this poi n t , the discussion of rei n su ra n ce has been limited to a trad i ti onal rei n su ra n ce agreem ent bet ween an

i n su ra n ce com p a ny and a rei n su rer. In the em p l oyer group ben efit market , t h ere is a similar stru ctu re known as stop -
loss insu ra n ce . While this is not tech n i c a lly rei n su ra n ce , s top-loss insu ra n ce is similar in many ways to specific and
a ggrega te excess of loss rei n su ra n ce .

As an altern a tive to purchasing a fully insu red produ ct , an em p l oyer may ch oose to set up a group ben efit plan for
its em p l oyee s . An em p l oyer has a nu m ber of adva n t a ges wh en taking this approach , i n cluding financial flex i bi l i ty and
the abi l i ty to custom de s i gn plans to the needs of its em p l oyee s . Som eti m e s , this plan is referred to as a sel f - f u n ded or
a sel f - i n su red plan because the em p l oyer (inste ad of the insu ra n ce com p a ny) is re s pon s i ble for paying the ben efits to
the em p l oyee s .

Ma ny em p l oyers who of fer a sel f - f u n ded medical ben efit plan to their em p l oyee s , p a rti c u l a rly small to mid-sized
em p l oyers , ch oose to buy an insu ra n ce policy that provi des stop-loss insu ra n ce pro tecti on against indivi dual or aggre-
ga te cl a i m s . Th ere are two com m on forms of s top-loss insu ra n ce , wh i ch are analogous to excess-loss rei n su ra n ce .
S pecific stop-loss insu ra n ce provi des pro tecti on against indivi dual claims above a pre - determ i n ed spec i f i ed amount
c a ll ed the specific dedu cti bl e . Aggrega te stop-loss insu ra n ce provi des pro tecti on against the claims exceeding a to t a l
amount of claims going over a pre - def i n ed attach m ent poi n t . A com m on aggrega te stop-loss attach m ent point is 125
percent of ex pected claims in a given time peri od .

In a stop-loss insu ra n ce con tex t , the em p l oyer plan acts as the insu ra n ce com p a ny and the stop-loss insu ra n ce com-
p a ny acts as a rei n su rer. The em p l oyer plan ef fectively cedes certain losses to the stop-loss insu rer.

The Ob j e ct i ves of a Gove rn m e nt - Provided Me d i cal Re i n s u ra n ce Prog ra m

Devel oping clear obj ectives for a govern m en t - provi ded rei n su ra n ce program is an important step tow a rd de s i gning a
program that has a high prob a bi l i ty of ach i eving these obj ectives while minimizing the ch a n ce of u n fore s een or unin-
ten ded con s equ en ce s . Devel oping clear obj ectives wi ll also help to de s i gn ef fective tools to measu re wh et h er these goa l s
h ave been met .

Un der some recent propo s a l s , govern m en t - provi ded medical rei n su ra n ce would rei m bu rse el i gi ble en ti ties (insu rers
or sel f - f u n ded plans) for the costs of i n d ivi duals who have high cl a i m s . This is similar to specific excess-loss rei n su ra n ce
for insu rers and specific stop-loss insu ra n ce for sel f - f u n ded plans. Un l i ke in com m ercial medical rei n su ra n ce , the gov-
ern m ent would not ch a r ge prem iums under most current propo s a l s . The rei n su ra n ce claims incurred by the govern-
m ent would be funded thro u gh gen eral tax revenu e s .
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Some of the stated obje ctives of govern m en t - provi d ed rei n su ra n ce include: 

• L ower prem iu m s— By rei m bu rsing plans for high cl a i m s , a pri m a ry goal of the program is for health plans
to pass along this cost redu cti on to po l i c yh o l ders in the form of redu ced prem iu m s . Some refer to this redu ced
prem ium as a savi n gs to po l i c yh o l ders even though there may be no net redu cti on in overa ll health care ex pen-
d i tu re s .

• In c rea s ed prem ium stability— By absorbing large indivi dual losses, it is hoped that the govern m ent pro-
gram would lead to less dra m a tic prem ium increases from year to ye a r.

• Redu ce the nu m ber of u n i n su red— As a re sult of l ower and more stable prem iu m s , it is hoped that cover-
a ge wi ll become more afford a ble to both em p l oyers and indivi du a l s , t h ereby reducing the nu m ber of u n i n-
su red .

Co n s i d e rations for Designing and Implementing 
a Su c cessful Gove rn m e nt - Provided Me d i cal Re i n s u ra n ce Prog ra m

Wh et h er a govern m en t - provi ded medical rei n su ra n ce program would meets its goals depends on va rious factors ,
i n cluding the specific de s i gn fe a tu res and claim managem ent provi s i on s . These and other issues are discussed bel ow.

The impa ct on co s t s .
The ex tent to wh i ch rei n su ra n ce can redu ce a plan’s costs depen d s , in part , on the rei n su ra n ce attach m ent poi n t . Th e

l ower the attach m ent poi n t , the high er the po ten tial savi n gs . F i g u re A pre s ents an example of h ow excess claim costs as
a share of total claim costs (i.e. the share of claims that would be covered by rei n su ra n ce) va ry by attach m ent poi n t . In
this ex a m p l e , an attach m ent point of $150,000 would redu ce a plan’s claim costs by 5 percen t .3 Loo ked at another way,
an attach m ent point of $150,000 would imply that the govern m ent would be re s pon s i ble for 5 percent of claim co s t s .
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3. This example assumes that all plan costs above the attachment point are reimbursed through reinsurance. If plans were made responsible for a por-
tion of claims above the attachment point, plan savings and government costs would be reduced accordingly.
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Lowering the attach m ent point to $60,000 would increase a plan’s savi n gs (or the govern m en t’s costs) to 13 percent of
the plan’s claim co s t s . Lowering the attach m ent point to $30,000 would furt h er increase a plan’s savi n gs (or the gov-
ern m en t’s costs) to 22 percen t . No te , h owever, that this is just one example of h ow rei n su ra n ce costs would va ry by
a t t ach m ent poi n t . Al t h o u gh other data sources would likely reveal similar pattern s , the specific savi n gs at differen t
a t t ach m ent points could va ry sign i f i c a n t ly using different data.

Reducing claim costs wo u l d , in tu rn , redu ce prem iu m s , a l t h o u gh the costs of ad m i n i s tering rei n su ra n ce would lessen
these savi n gs . A rei n su ra n ce program would re sult in a on e - time prem ium savi n gs on ly. Tra n s ferring losses from a
health plan or insu rer to the govern m ent would not redu ce overa ll health cost trends unless measu res are taken to
en co u ra ge plans to furt h er manage co s t s . Rei n su ra n ce programs them s elves could contain disincen tives to manage
co s t s . Th erefore , po l i c y - m a kers need to con s i der the impact of the program on total health care ex pen d i tu re s . Wo u l d
the incen tives implicit in a propo s ed rei n su ra n ce program lead to dec re a s ed cost managem ent? If s o, h ow would this
con cern be ad d re s s ed? If overa ll ex pen d i tu res were to increase as a re sult of the rei n su ra n ce progra m , the prem ium sav-
i n gs wi ll be redu ced . This issue is con s i dered in more detail bel ow.

Poten tial diffusion of re s po n s i bi l i ty and align m ent of i n cen tive s .
Po l i c y - m a kers may want to con s i der implem en ting incen tives to en su re that large indivi dual losses do not incre a s e

in inciden ce or severi ty as a re sult of the rei n su ra n ce progra m . An insu rer who takes the risk for large losses (i.e. doe s
not purchase rei n su ra n ce) gen era lly does all it can to manage its risks ef f i c i en t ly. S h i f ting some of the insu ra n ce risk to
the rei n su rer may redu ce the insu ra n ce com p a ny ’s incen tives to manage its cl a i m s . Th erefore , rei n su rers of ten take mea-
su res to en co u ra ge insu rers to manage their cl a i m s .

For instance , rei n su rers can requ i re that insu rers pay a porti on of claims even after the attach m ent point is re ach ed .
Al t h o u gh this is sti ll less of an incen tive to manage claims than if the insu rer bore the full risk for all of its cl a i m s , t h i s
m et h od does en co u ra ge insu rers to manage their high - cost cl a i m s . An o t h er met h od that rei n su rers can use to en co u r-
a ge claim managem ent is to cover claim ad ju s tm ent ex pen s e s .As discussed above , these ex penses may inclu de paym en t s
to ven dors who help redu ce the cost of a cl a i m . Po l i c y - m a kers should con s i der de s i gning any govern m ent rei n su ra n ce
program to hold en ti ties at partial risk for high - cost claims and including claim ad ju s tm ent ex penses as a rei m bu rs a bl e
l o s s .

The short - term natu re of most com m ercial rei n su ra n ce con tracts (typ i c a lly one year) also en co u ra ges insu rers and
s el f - f u n ded plans to manage their cl a i m s . Because rei n su ra n ce prem iums can be re s et at ren ew a l , prem iums wi ll
i n c rease sign i f i c a n t ly for en ti ties with patterns of l a r ge cl a i m s . This incen tive would not be ava i l a bl e , h owever, in a gov-
ern m ent provi ded - rei n su ra n ce program wh ere the insu rer simply passes losses to the govern m ent and doe s n’t pay a
rei n su ra n ce prem iu m .

Di se a se managem ent and care managem ent pro gra m s .
Po l i c y - m a kers may de s i gn a govern m en t - provi ded rei n su ra n ce program to inclu de provi s i ons that requ i re or

en co u ra ge parti c i p a ti on in a disease managem ent or care managem ent progra m . It is important to note that curren t
health plans custom de s i gn their care managem ent and disease managem ent programs around the specific ch a racter-
i s tics of the pop u l a ti on in their plan. Wh en ch oosing wh i ch program to implem en t , health plans gen era lly con s i der the
fo ll owing factors :

• The abi l i ty of the program to ach i eve the de s i red health outcom e s
• The impact on the beh avi or and atti tu de of the mem bership affected
• The direct and indirect cost of i m p l em en ting the progra m

Because of these con s i dera ti ons and the uniqu eness of e ach particular plan pop u l a ti on , it might not be appropri a te
to requ i re a uniform disease managem ent or care managem ent plan for all plans.
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The impa ct of the levera ging ef fe ct on the cost of the pro gra m .
Due to the levera ging ef fect of the attach m ent poi n t , prem iums for specific excess- loss rei n su ra n ce wi ll incre a s e

f a s ter than the underlying medical cost tren d , a ll else equ a l . Unless the govern m ent program adopts specific measu re s
to co u n ter it, this levera ging ef fect may cause govern m ent rei n su ra n ce costs to increase faster than underlying med i c a l
tren d . In dexing the attach m ent point to at least the level of u n derlying medical trends would help to neutra l i ze this
ef fect .

Provi d er fees and the cost of su ppl i e s .
Ma ny health plans have nego ti a ted fee rei m bu rs em ent sch edules that va ry sign i f i c a n t ly by provi der. If a uniform

excess attach m ent point is used in a govern m en t - provi ded health plan, the level of covera ge provi ded could va ry sig-
n i f i c a n t ly based on these fee levels nego ti a ted by the health plans. The health plans that ach i eve high er discounts than
t h eir peers would obtain less covera ge because of the redu ced inciden ce and severi ty of a rei n su ra n ce cl a i m .

The ex i s ten ce of these va rying covera ge levels may ch a n ge the dynamics of h ow fees are nego ti a ted with provi ders
over ti m e . One po s s i ble scen a rio would be that provi ders and health plans would re s tru ctu re their fees in a way that
would increase the govern m ent bu rden to unanti c i p a ted level s . An o t h er scen a rio may be that the govern m ent co u l d
e s t a blish a standard fee sch edule that acc u mu l a tes spending tow a rd the attach m ent point and/or rei m bu rses provi ders
so that covera ge levels to health plans would be more neutra l .

The impa ct of a fixed attach m ent point by ge o graphic area and dem o graphic ch a ra cteri s ti cs .
Health care costs va ry sign i f i c a n t ly depending on geogra phic loc a ti on and health plans nego ti a te different fee sch ed-

ules for different are a s . In ad d i ti on ,m edical practi ce patterns va ry ac ross the co u n try. Im p l em en ting a govern m en t - pro-
vi ded rei n su ra n ce program that uses a uniform attach m ent point for all health plans in ef fect applies va rying levels of
covera ge , depending on the geogra phic loc a ti on of the health plan mem bers . As the attach m ent point incre a s e s , t h e
va ri a ti on in excess-loss costs tends to narrow. Health care costs also va ry sign i f i c a n t ly by age and gen der. As older indi-
vi duals tend to have high er medical costs than yo u n ger indivi du a l s , a fixed attach m ent point would provi de more of a
su b s i dy for health plans with a high er cost age / gen der dem ogra phic mix. Po l i c y - m a kers may want to con s i der the
i m p act of the va ri a ti on in covera ge by area wh en establishing the attach m ent point(s) for a govern m en t - provi ded rei n-
su ra n ce progra m .

Co m pu l so ry vs . vol u n t a ry.
The ef fectiveness of a govern m en t - provi ded rei n su ra n ce program may va ry depending on wh et h er parti c i p a ti on is

com p u l s ory or vo lu n t a ry. Requ i ring all health plans to parti c i p a te in a standard rei n su ra n ce program runs the risk of
providing inadequ a te covera ge to some programs and too mu ch covera ge to others . Cu rrent purch a s ers of com m erc i a l
m edical rei n su ra n ce tend to be small er sized health plans that need or want risk managem ent servi ce s . Most large , f i n a n-
c i a lly strong health plans do not feel that they need excess medical rei n su ra n ce and therefore do not purchase it.
In troducing a risk tra n s fer program to these en ti ties that have not histori c a lly purch a s ed rei n su ra n ce may have unin-
ten ded con s equ en ces that po l i c y - m a kers should eva lu a te .

If the rei n su ra n ce program is vo lu n t a ry, health plans wi ll eva lu a te the costs and ben efits of p a rti c i p a ting and wi ll par-
ti c i p a te on ly if t h ey feel it is in their best interests to do so. E l i gi bi l i ty requ i rem ents that increase the overa ll cost of cov-
era ge wi ll redu ce the ava i l a ble prem ium savi n gs , t h ereby reducing parti c i p a ti on . If prem iums are requ i red for the rei n-
su ra n ce covera ge , s teps may need to be taken to en su re that adverse sel ecti on is minimized , e s pec i a lly if prem iums are
de s i gn ed to be sel f - su pporti n g.

Po l i c y - m a kers should try to avoid establishing en tra n ce and exit rules that wi ll make it difficult for the program to
m eet inten ded parti c i p a ti on level s . Th ey should also eva lu a te the cost of a ny con d i ti ons placed on health plans to en su re
that the inten ded financial outcomes are ach i eva bl e .
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The def i n i tion of a loss.
A govern m en t - provi ded rei n su ra n ce program should cl e a rly define what losses would be rei m bu rs a bl e , because plan

claims (and the progra m’s costs) may va ry sign i f i c a n t ly depending on wh i ch def i n i ti ons are ch o s en . Clear rules should
be establ i s h ed to define the fo ll owi n g :

• The servi ces and su pplies that are con s i dered el i gi ble for rei m bu rs em en t
• The peri od of time over wh i ch claims are to be acc u mu l a ted to determine the ex i s ten ce and amount of rei n-

su ra n ce loss
• Wh et h er claims are to be acc u mu l a ted based on wh en they are incurred (the date the servi ces are ren dered or

su pplies are del ivered) or wh en they are paid by the insu rer or health plan
• The appropri a te or maximum ra te of rei m bu rs em ent for a given servi ce or su pp ly
• The maximum level of rei m bu rs em ent all owed for one loss

Extra - co n tra ctual obl i ga ti o n s
Po l i c y - m a kers should con s i der the impact of the insu ra n ce - rel a ted legal process on overa ll rei n su ra n ce costs wh en

de s i gning a govern m en t - provi ded medical rei n su ra n ce progra m . Legal disputes are an inex tri c a ble part of the insu r-
a n ce / rei n su ra n ce business landscape . Wh en establishing a com m ercial rei n su ra n ce progra m , a rei n su rer gen era lly
prefers that an insu rer not adopt a different legal ph i l o s ophy on wh et h er to resist or settle legal disputes depending on
wh et h er a rei n su ra n ce program ex i s t s . If an insu ra n ce claim due to a legal set t l em ent or ju d gm ent wi ll likely re sult in a
rei n su ra n ce cl a i m , the rei n su rer may want to parti c i p a te in the legal process to en su re that its ri ghts are pre s erved and
a s s ets are pro tected .

If a govern m en t - provi ded rei n su ra n ce program is implem en ted that covers large cl a i m s , it is po s s i ble that the health
plans may ch a n ge their establ i s h ed practi ces tow a rd settling legal dispute s . A health plan that might have otherwise dis-
p uted a claim may ch oose inste ad to settle or simply pay the claim because a majori ty of the cost of the claim may not
be their re s pon s i bi l i ty and it may not be in their best interest to dispute it. As a re su l t , the overa ll costs of l a r ge cl a i m s
m ay increase more than anti c i p a ted .

Wh en deciding wh et h er to parti c i p a te in the legal proce s s , the govern m ent may find itsel f in a difficult po s i ti on . If
the govern m ent does not parti c i p a te in the process to pro tect itsel f , it may re sult in incre a s ed losses. If the govern m en t
p a rti c i p a tes in the proce s s , it may get invo lved in nu m erous dispute s .

Co n c l u s i o n

Designing a program to reduce health care premiums, decrease the number of uninsured, and promote premi-
um stability is a worthwhile goal. Creating a government-provided reinsurance program could potentially meet
these goals if designed properly. To be successful, such a program needs to address several issues, including the
design specifics and the expenses that would qualify for government reimbursement. In addition, the program
should include the proper incentives for plans to manage their claims efficiently. Otherwise, a reinsurance pro-
gram runs the risk of actually increasing overall health spending and health costs trends, further complicating
the problems of high health care costs in the United States.
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