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Abstract 
 

Roughly half of private health insurance is provided by for-profit corporations.  The healthcare 
reform legislation of 2010 allocates $6 billion to the development of new, nonprofit insurers, 
notwithstanding the dearth of evidence on whether these insurers behave differently.  Using a large, 
national panel dataset on employer-provided insurance between 1998 and 2009, we estimate both the 
association between ownership status and premiums, and the causal effect of ownership status by using 
conversions of Blue Cross and Blue Shield affiliates in 11 states as a source of exogenous variation in 
market-level for-profit penetration.  We find no differences in pricing – on average – by ownership status. 
However, this “zero average effect” masks interesting heterogeneity across markets and over time.  BCBS 
conversions lead to higher premiums in markets where the converting plan has a market share exceeding 
20 percent.  Conversions also tend to be followed by immediate, short-lived premium decreases which are 
subsequently offset by consistent price increases.  

 



 
 

 The healthcare industry in the United States is an amalgam of not-for-profit, for-profit, 

and government entities.  The health insurance sector is no exception: the non-elderly insured are 

split roughly equally across insurers of these ownership types.1  While there is an extensive 

theoretical and empirical literature examining the impact of ownership form on performance in 

the hospital sector, there is comparatively little research on the relationship between ownership 

form and outcomes related to health insurance.  Prior studies focus on differences between 

government-provided insurance and private insurance, rarely distinguishing between private 

insurance offered by for-profit (FP) companies (such as Aetna and United Healthcare) and 

private insurance offered by not-for-profit (NP) companies (such as Blue Cross Blue Shield of 

Arizona and Harvard Pilgrim Health Care).2  This research gap came to fore during the national 

healthcare debate of 2009-2010, which culminated in the passage of The Patient Protection and 

Affordable Care Act (PPACA).   

 

During the debate preceding PPACA, policymakers considered adding a “public option” 

to the set of choices available for purchase by individuals who did not qualify for public 

insurance by virtue of income, age, or health status.  After the public option failed to muster 

sufficient political support, the concept of providing federal seed money to form “not-for-profit 

cooperatives” was floated as an alternative.  Formally introduced as the Consumer-Owned and –

Oriented Plan (CO-OP), Senator Kent Conrad (R-ND) asserted that co-ops “will focus on getting 

the best value for customers, rather than maximizing plan revenues or profits.”3  The proposal 

implicitly maligned for-profits, notwithstanding the lack of evidence about how and whether 

                                                       
1 “Basic Facts & Figures: Nonprofit Health Plans,” Alliance for Advancing Nonprofit Healthcare, accessed 
8/15/2010 at http://www.nonprofithealthcare.org/resources/BasicFactsAndFigures-NonprofitHealthPlans9.9.08.pdf 
2 An early exception is Adamache and Sloan (1983), which models the impact of tax and regulatory policies on the 
market share of BCBS plans. A more recent exception is Town, Feldman and Wholey (2004), which examines 
conversions of non-profit HMOs to for-profit status between 1987 and 2001.  The authors find no short-term effect 
of conversions on premiums or profits of converting firms.  We discuss this paper at greater length in the following 
section. 
3 “FAQ about the Consumer-Owned and –Oriented Plan (CO-OP),” accessed 7/15/2010 at 
http://conrad.senate.gov/issues/statements/healthcare/090813_coop_QA.cfm. 
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they behave differently from not-for-profits.4  A total of six billion dollars was included in the 

final bill to help establish CO-OPs by July 1, 2013.5 

 

There is an extensive theoretical literature on the objectives of nonprofit hospitals and the 

implications for outcomes such as quantity, quality, and price of care; these models extend 

naturally to the insurance setting.  For example, some models propose that nonprofits maximize 

total industry output (e.g. Newhouse 1970), while others propose they behave no differently from 

for-profit firms, and are essentially “for profits in disguise” (e.g. Lee and Weisbrod 1977).  The 

models yield different predictions with regard to firm as well as market outcomes; these are 

summarized briefly in the following section.  Of course, evaluating the impacts of ownership 

form is ultimately an empirical exercise, and in this paper we study one key outcome measure: 

price. (In future drafts, we will supplement our analysis by exploring other outcomes, including 

provider earnings and employment, health insurance coverage, and population health outcomes.) 

As best as possible we control for differences in the product characteristics and quality of 

healthplans, so that our estimates capture differences in prices by ownership status, ceteris 

paribus.  Given the extraordinary growth in health insurance premiums over the past 25 years, as 

well as the new federal mandate and associated subsidies for the purchase of private insurance, 

price is a particularly pertinent outcome (though not without clear shortcomings, which we 

discuss at the close of the paper.) 

 

We utilize a large, national panel dataset of employer-sponsored healthplans spanning the 

years 1998-2009.  This proprietary dataset, gathered by a large benefits consultancy, includes 

information on the healthplans of over 10 million enrollees annually.  A “plan” is defined as a 

unique combination of employer, geographic market, insurance carrier, and plan type (e.g. HMO, 

PPO).  Over 900 employers – primarily multisite, publicly-traded firms – are represented in the 

sample.  Self-insured plans are common among large employers, and accordingly they account 

for three-quarters of the observations in our data. Given the current dearth of information on the 

distribution of ownership status in health insurance, we begin by documenting important facts 

                                                       
4 The decision to structure the new not-for-profits as co-ops also implies that traditional NP insurers are not 
providing maximal value for enrollees, an allegation that has arisen repeatedly in recent years. 
5 Source: http://www.kff.org/healthreform/8061.cfm  
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about for-profit insurance, including market penetration by region, by product type, and over 

time.  We then examine the relationship between for-profit status and premium levels, exploiting 

the rich detail in the dataset to control for differences in premiums associated with employee risk 

profiles, geographic location, generosity of benefits, etc.  We perform all analyses separately for 

fully-insured and self-insured plans, as these are two distinct insurance products subject to 

different regulations.  We find no statistically or economically-significant association between 

premiums and ownership status in either sample of plans.   

 

Next, we pursue an instrumental variables strategy to purge our estimates of potential 

biases due to selection and omitted variables.  Systematic differences in the set of employers 

(and/or employees) who choose to offer (or enroll in) FP rather than NP plans, and/or in the set 

of markets where FP plans are active, could bias the OLS estimates.  For example, employers 

choosing to offer FP plans to their employees may be systematically more likely to engage in 

(unobservable) risk, benefit, or cost reductions.   Analogously, FP carriers may be more active in 

markets where employers are particularly keen to control costs; or, they might locate in markets 

where cost growth is particularly strong.  Time-varying omitted characteristics could also bias 

our estimates if they are correlated with FP status, for example if FP plans systematically reduce 

quality relative to NP plans, as might occur if they drop high-quality but expensive providers 

from their preferred provider networks (at a faster pace than do NP plans). 

 

 We look to the conversions of 11 state-specific Blue Cross and Blue Shield (BCBS) plans 

from not-for-profit to for-profit status as a source of exogenous variation in the presence (and 

market penetration) of FP plans within local geographic markets (139 in all, identified by the 

data source and consisting primarily of metropolitan areas and non-metropolitan areas within 

state borders).6  BCBS affiliates offer insurance throughout the United States, and typically rank 

first or second in terms of local geographic market shares (particularly in the large group market, 

which is the focus of our sample).7   As we discuss in detail below, a wave of conversions 

                                                       
6 These markets are described in greater detail in Section II.  For example, market 23 (designated “Maryland-
Baltimore”) covers the metropolitan area of Baltimore, while market 24(“Maryland – except Baltimore”), includes 
the rest of the state, apart from those areas belonging to the Washington, DC metro area market. 
7 BCBS affiliates rank first or second in market share (for HMO and PPO plans combined) in 295 of the 313 MSAs 
included in “Competition in health insurance: A comprehensive study of U.S. markets,” American Medical 
Association 2009.   
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followed the 1994 decision by the national umbrella organization to permit conversions of local 

BCBS plans to FP status.  If these conversions are orthogonal to other characteristics 

determining premiums, then local BCBS FP status can serve as an instrument for market FP 

penetration. 

 

The dependent variable in our analyses is a market-year “premium index,” which is 

obtained from the coefficients on market-year fixed effects in a plan-level regression similar to 

the OLS specification previously described.8 We confirm that premium trends in the years 

preceding the conversions do not differ by future conversion status, controlling for time-invariant 

characteristics of each market (via market fixed effects), year effects, and time-varying controls 

for market conditions.  The results support our identifying assumption that conversions are 

uncorrelated with other determinants of premium growth.  Next, we study the effect of 

conversions on premiums.  These reduced-form regressions reveal that premium growth is no 

different, on average, in post-conversion markets versus non-conversion markets.  Thus the IV 

estimate of the FP effect is similar to the OLS estimate: there is no significant causal link 

between for-profit status and premiums, on average. Further analysis reveals interesting 

differences, however, over time and across markets and insurance companies. 

 

Conversion is associated with a small, immediate decline in premiums, which is offset by 

higher than average premium increases in subsequent years.  There is also important 

heterogeneity associated with the dominance of the converting plan.  Specifically, plans with 

smaller pre-conversion market shares are associated with post-conversion premium reductions, 

whereas plans with larger shares (exceeding roughly 20 percent) actually raise premiums.  

These findings suggest that FP plans may exercise market power to a greater extent than NP 

plans.  Last, we find that BCBS plans actually raise their premiums for fully-insured products 

immediately following conversion, whereas their competitors first lower premiums, then 

eventually raise them 2 to 3 years later.  

 

                                                       
8 The one difference is the exclusion of the FP dummy, as we do not want to control for the FP effect when 
constructing this index. 
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In future drafts, we will discuss the impact of FP penetration on additional outcomes, 

including provider earnings and employment, uninsured rates, and population health. 

 

The paper proceeds in 6 sections.  Section I discusses the historical origins of for-profit 

insurers, summarizes prior research on ownership status in health care settings, and provides 

some background on the BCBS conversions that underlie our identification strategy.  We 

describe our data sources in Section II.   The OLS and IV analyses of the “FP effect” are 

presented in Sections III and IV, respectively.  We discuss planned extensions to our analysis in 

Section V.  Section VI concludes. 

 

I. Background 

 

A. Origin and Evolution of For-Profit Insurance Plans in the U.S. 

 

The U.S. health insurance industry originated in the 1930s with the formation of prepaid 

insurance plans by hospitals, which were designed to cover hospital-related charges. These came 

to be known as Blue Cross plans and incorporated several features proposed by the American 

Hospital Association (AHA), including being chartered as charitable organizations designed to 

serve the community. To this end, Blue Cross plans engaged in community rating of premiums, 

charging the same rates to individuals independently of health risk.  Blue Shield plans were 

formed to cover physician charges; the two merged to form the Blue Cross Blue Shield 

Association in 1982. 

 

 The health insurance industry experienced significant growth during WWII, when wage 

controls led employers to seek alternative forms of compensation. The success of BC plans in the 

1930s sparked entry by commercial for-profit insurers, who enjoyed greater financial success by 

experience-rating their premiums and targeting large employer groups, thereby reducing adverse 

selection as well as administrative costs (Thomasson (2002, 2003)).  Eventually, the BC plans 

also engaged in experience-rating, charging lower rates to lower-risk groups and individuals, 

although the precise timing of this practice, which could be viewed as contrary to the explicit or 

implicit mission of BC plans to maximize access to insurance, varied across plans.   
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The market grew exponentially in the 1940s and 1950s with nearly 10 times as many 

individuals enrolled in private health insurance plans in 1960 as compared to the 12 million 

insured in 1940 (Thomasson (2002)). Growth was fueled both by rising medical costs – which 

amplified the need for insurance – and by the 1954 IRS Code revision which rendered employer 

contributions to health insurance tax-exempt.  This link between employment and insurance 

remains to this day, with 59 percent of Americans under the age of 65 receiving health insurance 

coverage through their employer.9  PPACA is expected to weaken the link, but only slightly, 

with 55 percent projected to be insured via employers by 2019.10   

 

Precise figures on current market shares and other characteristics of for-profit insurers are 

difficult to obtain.  America’s Alliance for Advancing Nonprofit Health Care reports that 61 

percent of the 138 healthplans in the US with at least 100K enrollees are nonprofit, accounting 

for 48 percent of enrollment (98 million out of 203 million estimated enrollees).  Their primary 

source is the 2008 Directory of Health Plans published by Atlantic Information Services (AIS).  

These data reportedly include enrollment across all product types (e.g. HMO, PPO) and contracts 

(e.g. Medicare and Medicaid), although enrollees in self-insured plans are not consistently 

included.   Citing a Goldman Sachs document, the Alliance reports that nonprofit BCBS plans 

cover approximately one-third of fully-insured and self-insured enrollment, with other nonprofit 

health plans covering an additional 20 percent and 10 percent of these segments, respectively.  

The National Association of Insurance Commissioners (NAIC), a group representing state 

regulators, collects state-level data on premiums charged by fully-insured healthplans, which are 

regulated by the states.  Our tabulations of these data for 2009 imply that for-profit stock 

corporations gather 56 percent of national premiums, although we emphasize that this figure 

does not include self-insured plans, which covered 57 percent of the privately-insured in 2009.11  

 

In Section II, we present estimates obtained from the LEHID.  We document a large 

presence of for-profit insurers throughout the study period, 1998-2009, with higher FP 

                                                       
9 Source: EBRI Issue Brief, September 2010 
10 Source: Congressional Budget Office (CBO) cost estimate 
11 Source: Employer Health Benefits Annual Survey, Kaiser Family Foundation 
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penetration in the self-insured sample (73 percent market share) than in the fully-insured sample 

(52 percent). 

 

B. Prior Research 

 

The literature examining the effect of ownership status in the health insurance industry, 

summarized in detail below, is relatively sparse. However, our research is informed by the rich 

literature that examines the effect of ownership status in the U.S. hospital industry, including 

works by Norton and Staiger (1994), Cutler and Horwitz (1999), Duggan (2002), Picone, Chou 

and Sloan (2002), Silverman and Skinner (2004), and more recently, Chang and Jacobson 

(2008), Horwitz and Nichols (2009) and Capps, Carlton and David (2010). In particular, these 

studies test various hypotheses that could explain differences in behavior across ownership 

forms. The “for-profits in disguise” hypothesis (Weisbrod (1988) and Malani et al (2003)) posits 

that non-profit firms such as hospitals act as profit-maximizers. This conjecture has been tested 

in a number of empirical studies including Duggan (2002), Cutler and Horwitz (2000), Sloan et 

al (2001), Dafny (2005), and Horwitz and Nichols (2009), which compare for-profit hospitals 

with not-for-profit hospitals on dimensions like pricing, profitability, “gaming” of 

reimbursement codes, quality of care, and service offerings.  Most of these studies find that not-

for-profits behave similarly to for-profits, particularly in markets where they face greater 

competition from for-profit hospitals.   

   

A second hypothesis that attempts to explain differences in hospitals based on ownership 

posits that not-for-profit hospitals maximize social welfare. Empirical studies that provide 

support for this hypothesis include Horwitz (2005) and Schlesinger et al (1987), which find that 

not-for-profit hospitals provide a greater level of charity care when compared to for-profit 

hospitals.  In contrast, recent work by Capps, Carlton and David (2010) finds no evidence that 

not-for-profit hospitals in California raised their levels of charity care or participation in 

unprofitable services in the wake of merger-induced increases in market power. 

 

Most relevant to the present work is the small set of papers that consider ownership status 

of private health insurance plans.  These studies fall into two general categories defined by the 
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outcomes considered: plan quality/enrollee satisfaction, and plan pricing/profits.   Most studies 

of the first type find higher levels of quality and satisfaction in not-for-profit plans.  Using data 

on Medicare HMOs from 1998, Schneider et al. (2003) find that for-profit HMOs score lower on 

four audited HEDIS measures (breast cancer screening, diabetic eye examination, beta blockers 

after heart attack, and follow-up after mental illness hospitalization).12  Controlling for 

socioeconomic factors (including age, gender, area income and rural residence) among plan 

enrollees has little impact on the estimates.  The result is also robust to “within-county” 

comparisons, i.e. controlling for location. Studies comparing for-profit and not-for-profit 

healthplans also find that consumer satisfaction is higher among enrollees of not-for-profit plans 

(Gillies et al (2006)), especially for patients in poor health (Tu and Reschovsky (2002)). 

Nonprofit plans also appear to perform better with respect to provision of care for less affluent 

populations such as Medicaid enrollees (Long (2008)).  

 

Studies focusing on financial outcomes such as profit margins or premiums find little 

impact of ownership on these dimensions.   Using data gathered by Interstudy, a private firm that 

compiles publicly-reported data on insurance carriers, Pauly et al (2002) find no relationship 

between MSA-level HMO profits and for-profit HMO penetration, controlling for local market 

concentration (as measured by HMO HHI or the number of HMOs in a market).  Town, Feldman 

and Wholey (2004) use Interstudy data to examine HMO conversions to for-profit status from 

1987 to 2001. They estimate models with various dependent variables and include HMO fixed 

effects in their specifications. Their fixed-effects estimates suggest that HMO conversions in this 

time period did not have a significant impact on premiums or profitability.   

 

Our study builds on Town et al., in that we utilize conversions as the centerpiece of our 

empirical strategy.  However, our primary objective is to consider the effect of these plausibly 

exogenous shocks to FP market share on premiums of all local carriers.   To the extent that 

converting BCBS plans raise (lower) premiums, this should soften (tighten) the pricing 

constraints on competitors due to the oligopolistic structure of local insurance markets 
                                                       
12 HEDIS stands for “Healthcare Effectiveness Data and Information Set” (formerly Health Plan Employer Data and 
Information Set”).   It is a broad set of data measures developed to capture information about healthplans, including 
measures of access to care, service utilization, quality of care, and financial solvency.  As of 1998, healthplans 
participating in Medicare Part C (then primarily HMOs) are required to report HEDIS measures to HCFA (now 
CMS).   
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(documented in a number of recent papers, including Bates and Santerre (2010) and Dafny, 

Duggan and Ramanarayanan (2010)).  Comparing outcomes for converting with nonconverting 

plans will therefore understate conversion effects.  Finally, our study design exploits micro data 

on healthplans, which permits a richer set of controls for changes in the underlying insured 

population.  We also consider fully-insured plans (primarily HMOs) as well as self-insured 

plans, an important contribution given the rising popularity of the latter in recent decades. 

 

C. Blue Cross Blue Shield Plans  

 

Our analysis utilizes the conversion of eleven BCBS plans to for-profit status as a source 

of exogenous variation in the local market share of for-profit plans. As BCBS plans are often the 

dominant insurers in their local markets, conversions typically lead to a sharp increase in the 

local for-profit share. Robinson (2006) estimates that BCBS plans hold the largest market share 

in every state except Nevada and California and would together control 44 percent of the 

national market if they were considered as one firm.   In the section that follows, we present our 

own estimates of BCBS penetration, using the geographic market definitions supplied in the 

LEHID. 

 

BCBS plans, which have played a dominant role in the health insurance industry since 

their inception in the 1930s, were chartered as social welfare organizations and were not subject 

to federal taxes until 1986.13  Historically, the rules of the national BCBS association explicitly 

prohibited member plans from converting to for-profit status. In June 1994, partly prompted by 

the decision of Blue Cross of California to form a for-profit subsidiary named WellPoint,14 the 

national BCBS association modified its bylaws to allow its licensees to convert to for-profit 

ownership. This sparked a series of conversions of BCBS plans with plans in fourteen states 

converting to for-profit status by 2003.  

 

                                                       
13 As of January 1, 1987, BCBS plans are subject to federal taxation but are entitled to other tax benefits such as 
special deductions and state tax exemptions in recognition of their public service commitment.  (Source: 
Coordinated Issue Paper – Blue Cross Blue Shield Health Insurance, available at irs.gov) 
14 Wellpoint was created as a network of for-profit HMO and PPOs focusing on the individual and small-group 
markets.  
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Many BCBS plans proposing or undergoing conversion cite access to capital markets as 

the key driver for conversion, as nonprofit firms cannot raise equity capital.  Uses for additional 

capital include infrastructure investments (for example, in IT or disease management) as well as 

plan acquisitions.  Larger insurers can spread fixed costs over more enrollees, thereby improving 

operating margins (HSC Issue Brief (2004)). Plans also cite the importance of attracting and 

retaining top management talent as a rationale for conversion because of the ability of for-profit 

insurance firms to include equity ownership through stock options as part of their executive 

compensation (Schramm (2004)).  

 

Many BCBS plans also use the conversion decision as a stepping stone towards 

eventually being acquired by another plan with the acquisition being made easier by the creation 

of public shares. Schramm (2004) points out that consolidation that is coincident with conversion 

could occur in one of two ways. Two or more nonprofit plans can join together to form one 

corporate entity as a precursor to converting to a publicly- held company. The prime example of 

this approach is Anthem BCBS, which was initially the BCBS plan in Indiana, and acquired a 

number of plans in other states including Colorado and Maine before converting to a stock 

corporation in November 2001. An alternative approach, pursued by Wellpoint in California, 

involves a BCBS plan converting to for-profit status and then acquiring other BCBS plans. Of 

the 11 BCBS plans that convert in the timeframe of our study, 10 were part of Anthem BCBS at 

the time of conversion with the remaining plan joining Wellpoint upon conversion.15  

 

The literature studying BCBS conversions largely takes a case-study approach, focusing 

on the impact of one or more conversions on outcome measures such as health care spending or 

access. A notable exception is Conover, Hall and Ostermann (2005), which uses state-level data 

on health spending and examines changes in per-capita health spending, hospital profitability and 

insurance access resulting from BCBS conversions in all states between 1993 and 2003. Their 

results suggest that hospital spending decreased in the wake of a BCBS conversion in that state. 

The percentage of people without health insurance also decreases in the aftermath of a BCBS 

conversion but these results are sensitive to the way in which the timing of conversion is defined. 

                                                       
15 Anthem and Wellpoint eventually merged in 2005. 
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Overall, they conclude that BCBS conversions have only a modest impact on health spending 

and insurance access in affected states.  

 

In a related study, Hall and Conover (2003) undertake a qualitative analysis of BCBS 

conversions in four states.  Based on interviews with providers, consumer advocates and 

regulators, they conclude that there is little concern among these stakeholder groups that 

conversion will provoke premium increases. A number of other studies focus on the failed 

conversion attempt by CareFirst BCBS in Maryland, derailed in part by demands for post-

conversion bonuses by BCBS executives (Robinson (2004), McPherson (2004) and Beaulieu 

(2004)). As noted above, our study builds on this literature but uses BCBS conversions as a 

plausibly exogenous source of variation in for-profit insurer penetration rather than focusing on 

the impact of conversions per se.16   

 

Table 1 lists the BCBS plans that converted to for-profit status during our study period of 

1998 to 2009.17 The top panel lists successful conversions while the bottom panel lists 

unsuccessful conversion attempts, a majority of which ultimately failed owing to actual or 

anticipated regulatory rejection.  These unsuccessful conversion attempts present a useful 

falsification exercise for our study. We expect to present results of this exercise in Section V. 

 

We obtain information on the date and history of individual BCBS conversions by 

starting with the conversion table used by Hall, Conover and Ostermann (2005)18 and adjusting it 

where appropriate (using independent research based on web searches and reports) to correspond 

to our data.  (In particular, because premiums for year t are determined in year t-1, conversions 

taking place in the second half of year t-1 are coded as occurring in t.)    We define a conversion 

as having taken place if the BCBS plan becomes a stock company either on its own or through 

acquisition.19,20   

                                                       
16 We do perform reduced-form analyses that examine the impact of BCBS conversions. Please see Section IV for 
more details. 
17 In addition to the 11 plans listed in Table 1, BCBS plans in Virginia, California and Georgia also switched to for-
profit status with the conversion in Virginia taking place in 1997 and in the latter two states occurring in 1996. 
18 We thank Chris Conover for kindly sharing this information 
19 This follows the first definition used by Conover, Hall and Ostermann (2005) 
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Given that BCBS plans are chartered as non-profit organizations21 formed in the public 

interest, any attempt at conversion to for-profit status requires approval from state insurance 

commissioners who ascertain whether conversion to a stock company is in keeping with the 

original charter. In making their evaluations, the regulator may investigate the impact of the 

conversion on various outcomes including pricing, access and provider reimbursement (Beaulieu 

(2004)). While there are many examples of successful conversions, state regulators have also 

rejected proposals in some states (such as Kansas and Maryland), citing concerns about the 

likelihood of higher premiums or improper executive bonuses. Plans must therefore consider the 

possibility of being turned down by regulators when deciding whether to file for conversion to 

for-profit status (HSC Issue Brief (2004)). 

 

In the context of our study, this implies that BCBS plans that converted to for-profit 

status may have operated in a regulatory environment that was different from the environment of 

non-converting plans. If these differences are systematically related to premium growth 

(conditional on included covariates), our estimates will be biased.  Investigating the possible 

endogeneity of conversions is therefore a priority in our empirical analysis.  

 

 

II. Data 

 

Our main source of data is the Large Employer Health Insurance Dataset (LEHID), which 

contains detailed information on the healthplans offered by a sample of large employers between 

1998 and 2009. This proprietary dataset is also used in Dafny (2010) and Dafny, Duggan and 

Ramanarayanan (2010) but is supplemented here with three recent years of data (2006-2009).  

 

The unit of observation in LEHID is a healthplan-year, where a healthplan is defined as a 

unique combination of an employer, market, insurance carrier, insurance type and plan type. 
                                                                                                                                                                               
20 An alternate approach is to define conversion as occurring even if the non-profit BCBS plan were acquired by a 
mutual insurer like Anthem. We plan to explore the robustness of our results to this definition in future versions of 
this paper. 
21 The term non-profit here describes BCBS plans founded as nonprofit health services corporations and mutual 
benefit organizations whose assets are owned by policy holders. 
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Most employers are large, multi-site, publicly-traded firms, such as those included on the 

Fortune 1000 list.  Geographic markets are defined by the data source using 3-digit zip codes 

and reflect the areas used by insurance carriers to quote premiums. The sample includes fully-

insured (FI) and self-insured (SI) plans. Insurance carriers do not underwrite risk under self-

insurance, but process claims, negotiate provider rates, and perform various additional services 

such as utilization review and disease management. The plan types are Health Maintenance 

Organization (HMO), Point of Service (POS), Preferred Provider Organization (PPO), and 

Indemnity. Additional details on each of these data elements, is available in Dafny, Duggan and 

Ramanarayanan (2010).22  Note that in any year an employer is represented in the sample, all 

plans offered by that employer in all markets are included in the data.   

 

  Appendix Table 1 presents the distribution of plans according to how long they are 

present in the data. The median tenure for a healthplan is two years; nearly 50 percent of plans 

appear in the data for just one year. This churn is induced both by turnover in the employer 

sample, and by frequent changes in the set of plans each employer offers.  For this reason, we 

use a market-year index of premiums for our analysis of BCBS conversions.  If we restricted our 

estimation sample to plans spanning the conversions, we would have to drop most of the data; 

this problem is exacerbated in models that include leads and lags of the conversions.  In Section 

IV, we discuss the creation of this index in detail.  Here we note that the index reflects within-

plan premium growth (which can be calculated in at least one year for 50 percent of the 

observations).  Because the LEHID sample is not designed to be representative of average 

premiums nationwide, our preferred models focus not on premium levels but rather on within-

plan premium growth.  Comparisons of annual premium growth in LEHID with premium growth 

in the randomly-sampled Kaiser Family Foundation/ Health Research and Educational Trust 

(KFF/HRET) survey reveal very similar estimates and trends over time (Figure 3).23  The graph 

reveals that the trends in both samples are very similar over time.   

 

                                                       
22 Dafny, Duggan and Ramanarayanan (2010) also contains a detailed discussion of representativeness of the 
LEHID sample including a comparison with other industry data sources (e.g. Interstudy). 
23 The KFF/HRET survey randomly selects public and private employers to obtain nationally-representative 
statistics for employer-sponsored health insurance; approximately 2000 employers respond each year.  The micro 
data are not publicly available, nor is the sample designed to provide representative estimates for distinct geographic 
areas. 
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 In addition to the identifying information described this far, we have four key variables 

that are included in all analyses.    Premium represents the combined annual employer and 

employee charge, and is expressed as an average amount per enrollee (i.e. a covered employee); 

it therefore increases with the average family size of enrollees in a given plan.  Demographic 

factor is a measure that reflects family size, age, and gender composition of enrollees in a given 

plan; these are important determinants of average expected costs per enrollee in a plan.  Plan 

design factor captures the generosity of benefits within a particular carrier-plan type, with an 

emphasis on the degree of coinsurance and copays.  Both factors are calculated by the source, 

and the formulae were not disclosed. Higher values for either will result in higher premiums.  For 

2005 onward, we also have an indicator for whether a plan is designated as “consumer-directed.”  

Consumer-directed plans (CDPs) typically have high deductibles and are accompanied by 

consumer-managed health spending accounts; prior research shows they are associated with 

lower premiums and slower premium growth, at least in the short term (Buntin et al 2007). 

 

The LEHID also includes the number of enrollees in each plan, excluding dependents, 

who are accounted for by the demographic factor variable described above.  The total number of 

enrollees in all LEHID plans averages 4.7 million per year.  Given an average family size of 

more than 2, this implies over 10 million Americans are part of the sample in a typical year.  

 

Table 2 presents descriptive statistics for each year of data, which spans the period 1998 

to 2009, inclusive.   The top panel pertains to the FI sample while the bottom panel pertains to 

the SI sample.   The table reveals several interesting trends in large employer-sponsored 

insurance over time.  First, there is a pronounced shift toward SI plans.  In 1998, SI plans are 

only a slight majority (55 percent) of observations, but by 2009 they account for 83 percent of 

our sample (This surge has also been observed in tabulations of the largest firms included in the 

MEPS-IC).24  Second, while FI plans are predominantly HMOs throughout the study period 

(with some movement toward PPOs in the last few years), SI plans exhibit a dramatic shift away 

                                                       
24 We thank Kosali Simon for performing tabulations of SI share using the MEPS-IC. 
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from indemnity and POS plans and toward PPOs (and to some extent, HMOs) over time.25   

Second, consumer-directed plans (CDP) have been growing in popularity since this descriptive 

measure was first included in the LEHID dataset in 2005.  By 2009, 22.6 percent of SI plans are 

designated as CDPs.  Very few FI plans are CDPs, likely because the definition is linked to high 

deductibles.  

 

Across both samples, demographic factor exhibits a sharp dip from 2005 to 2006 and 

remains at a much lower level thereafter. According to our data source, this is due to a change in 

the methodology used to construct demographic factor beginning in 2006.  As demographic 

factor is an important determinant of premiums and serves as a key control variable in our 

regression models, we construct empirical specifications to address any issues arising from 

recoding.  We also prepare estimates using data only through 2005 as a robustness check. We 

provide more detail in Section IV.  

 

 

We compiled information on the ownership status of healthplans from annual surveys 

administered by our source to the insurance companies affiliated with each LEHID plan.  These 

surveys include nearly all plans in the data but are only available from the year 2000 onward.  

We filled in missing ownership information26 through independent research, including web 

searches and looking up analyst reports on individual companies when available. We use Table 1 

to code BCBS ownership status by market, as ownership status for these plans is not consistently 

reported by our data source.27  

 

                                                       
25 The rise in self-insured HMOs is likely due to the increasing number of insurers who offer this option; historically 
HMOs were a fully-insured product, as it was difficult to attribute costs to particular sets of employees.  As HMOs 
have become more similar to PPOs, self-insured arrangements have become more common.  Indeed, in 2009 the 
number of self-insured HMOs in LEHID exceeded the number of fully-insured HMOs. 
26 Plans with missing information include those present only in the earlier years (1998, 1999) when surveys were not 
conducted by our data source, as well as plans not present in the surveys in later years.  
27 In particular, we see instances where there is a mix of for-profit and not-for-profit BCBS plans in a state even 
though the state only has a single BCBS licensee. We believe this inconsistency arises because of the fact that 
ownership status for BCBS plans associated with an employer in a state (e.g. United Airlines in Colorado) might 
actually pertain to the primary affiliate used by the employer, which in this case would be the BCBS licensee in 
Illinois, given that United Airlines is headquartered in Chicago. 
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Figure 1 presents estimates of for-profit penetration obtained from the LEHID sample. 

Data are presented separately by year, BCBS affiliation of the insurer, and insurance type (FI and 

SI).  The top panel shows that for-profit penetration in the FI market is sizeable (52 percent on 

average) but exhibits a downward trend over time. For-profit penetration in the SI sector is 

markedly higher (by nearly 20 percent on average), and has remained consistently high during 

the past decade. The share of enrollees insured by BCBS plans exhibits a steady uptick across 

both FI and SI plans, with the majority of the growth occurring in the for-profit BCBS segment. 

This is consistent with the large number of BCBS for-profit conversions that take place during 

this time. 

 

Figure 2 illustrates the variation in market penetration of FP insurers across geographic 

markets (Panel A), and across product types (Panel B). For-profit plans have a dominant 

presence in most markets in our sample with nearly two-thirds of enrollees in the median market 

being enrolled in such plans. When we break down for-profit penetration by product type, we see 

that for-profits are particularly dominant in the POS product line. The enrollment share of for-

profit HMOs has eroded in recent years, to 55.6 percent in 2009 from 59.8 percent in 2002. 

 

We also supplement the LEHID data with time-varying measures of local economic 

conditions (the unemployment rate, as reported by the Bureau of Labor Statistics), and a measure 

of healthcare utilization (Medicare costs per capita, as reported by the Center for Medicare and 

Medicaid services).  As these measures are reported at the county-year level, and LEHID 

markets are defined by 3-digit zipcodes, we make use of a mapping between zipcodes and 

counties and where necessary, use population data to calculate weighted average values for each 

geographic market and year.  Summary statistics for these measures are presented in Table 3. 

  

 

III.   Are Premiums Different for For-profit Plans? 

 

 We begin our analysis by estimating OLS equations of the following form: 
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where emcj denotes “employer-market-carrier-plan type” and t denotes year.  We use the term 

“plan” to refer to emcj combinations.  Thus, we regress ln(premiums) at the plan-year level on a 

series of covariates and fixed effects.  The independent variable of interest is an indicator for the 

FP status of the carrier associated with the plan; this status varies by carrier, market and year.28 

We lag the FP indicator as well as the market-year covariates (described below, and denoted by 

X in the equation) by one year because premiums are set prospectively, i.e. premiums for 2011 

are negotiated in 2010.  We include all the plan-year specific covariates we observe, namely 

demographic factor and plan design, as well as an indicator for whether a plan is consumer-

directed (CDP).    To ensure that the change in the construction of demographic factor between 

2005 and 2006 (referenced earlier in Section II) does not impact the results, we include an 

interaction between demographic factor and an indicator for 2006 and beyond. 

 

All specifications include the “main fixed effects” for employers, carriers, plantypes, 

markets, and years.  The employer fixed effects capture time-invariant premium differences 

across employers, due for example to variation in employee risk profiles and benefit choices.  

The coefficients on the carrier fixed effects will reflect the average premium differences across 

different carriers, which are distinguished by features such as local vs. national networks, quality 

of customer service, and consumer portals to access information on claims.  The plan type effects 

absorb premium differences associated with the four main design types previously noted, and the 

market fixed effects capture time-invariant differences in premiums due to differences in wages, 

medical practice, market structure, and myriad other determinants of market-level insurance 

spending.  Last, the year dummies reflect national trends in premium growth, holding constant 

all of the other controls.  

 

                                                       
28 To be more precise, FP status varies by carrier, market and year for BCBS plans, and by carrier and year for non-
BCBS plans, as non-BCBS plans are unified nationwide. 
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We enrich the basic specification by progressively adding the bracketed terms.  First, we 

add controls for time-varying market characteristics that may affect premiums: the log of 

Medicare costs per capita (which captures utilization as Medicare prices are fixed for most 

services), and the local unemployment rate (a barometer of economic conditions).  Next, we 

proceed to add three “second-order interactions” between the main effects (one at a time): 

employer-market fixed effects, plan-year fixed effects, and market-year fixed effects.  Last, we 

include plan fixed effects, a “fourth-order” interaction term, whose inclusion restricts 

identification of the FP effect to plans that experience a conversion of FP status.  We describe the 

rationale for each term below, noting first that it is computationally infeasible (as well as 

econometrically inadvisable) to simultaneously include all of the possible second (let alone third 

or fourth)-order interaction terms.   Our selections are therefore grounded by conceptual 

arguments and empirical results, and mirror the terms previously explored and utilized in Dafny 

(2010) and Dafny, Duggan, and Ramanarayanan (2010).    

 

Conceptually, employer-market fixed effects are important determinants of premiums to 

the extent that employees within a firm differ across markets.  For example, the types of 

employees in a headquarters office may differ quite a bit from those employed in sales outposts 

elsewhere, and if these differences are not perfectly correlated with demographic factor then 

employer-market fixed effects will help to explain some variation in observed premiums.  

Including these effects will then improve the precision of our estimated “FP effect,” but will only 

affect its magnitude if there is a systematic relationship between employer-market characteristics 

and omitted determinants of premiums.  This will occur, for example, if employees in 

headquarters offices are less likely to choose FP plans and simultaneously more likely to select 

generous, expensive plans whose characteristics are not fully captured by plan type, carrier 

identity, and plan design factor.  Under such a circumstance, the estimated coefficient on FP 

status will be downward-biased. 

 

Similar logic pertains to the two other second-order interactions we include next.  

Plantype-year effects will help to explain premium changes associated with trends such as the 

convergence of HMO and PPO benefit designs.  The “HMO backlash” against utilization review 

and selective provider networks has caused HMOs to curtail these hallmark features, raising the 
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relative cost of HMOs over time (Draper et al (2002)).  Market-year effects will capture any 

unobservable, time-varying characteristics at the market level that are correlated with premium 

changes, such as formation of a powerful hospital system that boosts hospital reimbursements 

and raises total outlays. 

 

Last, we include a fixed effect for every plan in the data, so that we effectively compare 

premium growth for plans that convert to FP status (“converting plans”) with growth for non-

converting plans, controlling for differences in growth across markets and plantypes, as well as 

growth due to the observable plan-specific covariates.  (Note there are no conversions to NFP 

status in our sample.)  We estimate all models separately for non-converting plans (in addition to 

the pooled sample of converting and non-converting plans), so as to isolate the importance of 

conversions in identifying our estimates. In all models, we weight each observation by the 

corresponding mean plan-level enrollment and cluster standard errors by healthplan. 

  

 The results are presented in Table 4.  The top panel displays results for the sample of FI 

plans (first with, then without converting plans); the bottom panel displays the same for SI plans.    

None of the FP coefficient estimates from the FI sample is statistically significant, and the point 

estimates are very close to zero (and precisely-estimated) in all but the model with plan fixed 

effects (which cannot be estimated in the sample of non-converting plans.)  The point estimate 

from this model is negative (-0.027, with a standard error of .021).  In the SI sample, the FP 

coefficient is negative and statistically-significant in the baseline model (-0.012 with a standard 

error of 0.005), and becomes smaller and indistinguishable from zero upon inclusion of 

employer-market fixed effects.  This provides modest evidence of favorable selection into FP 

plans: that is, employer-market combinations with heavy FP reliance have other characteristics 

associated with lower premiums for self-insured plans, controlling for fixed employer and 

market characteristics.  In both FI and SI samples, estimates obtained when excluding converting 

plans are more negative, suggesting that converting plans could be raising relative premiums 

more quickly than other for-profit plans, ceteris paribus.   However, we caution that the 

coefficient estimates from models including and excluding converting plans are not statistically 

distinguishable from one another.  In the next section, we directly evaluate the evidence on 

conversions. 
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Turning to the control variables, we confirm that increases in demographic factor and 

plan design factor raise premiums; as expected, the magnitude of the implied coefficient on 

demographic factor changes after the recoding in 2006  CDP plans are associated with lower 

premiums to the tune of 6-7 percent in the SI sample; they are very uncommon in the FI sample 

so the noisy estimates there are unsurprising.  (The coefficient is actually positive and significant 

in the sole FI specification with plan fixed effects, which suggests that FI plans that choose to 

convert to CDP status are experiencing premium increases, i.e. that causality runs in the reverse 

direction in this sample – and could be biasing the coefficients downward in the SI sample.   

 

In sum, the estimates indicate that FP status is uncorrelated with premium levels.  The 

general robustness of the results to a variety of covariates suggests selection or omitted variables 

bias in the basic model is modest. The IV analysis in the following section provides further 

evidence on the validity of the OLS results. 

 

IV.  Is There a Causal Effect of FP status on Premiums? 

  

To estimate the causal effect of ownership status on premium growth, we make use of the 

FP conversions of eleven Blue Cross plans spanning 28 geographic markets.  Conceptually, there 

are multiple ways to construct treatment and control groups for this analysis.  One approach is to 

use converting BCBS plans as the treatment and non-BCBS plans in the same markets as the 

control.  However, there are too few plans with a sufficiently long panel to permit reliable 

estimates using this approach.  Furthermore, to the extent that post-conversion premium changes 

cause employers to drop BCBS plans, focusing only on those that remain would yield biased 

estimates.  Finally, given the oligopolistic nature of insurance markets, any changes in the 

pricing of the local BCBS carrier should affect the pricing of competitors, so that a comparison 

of BCBS and non-BCBS plans in the same markets will understate the pricing effect of a 

conversion.  We therefore pursue a second approach: using a measure of price at the market-year 

level as our dependent variable, and estimating the market-level impact of conversions (thereby 

using markets with non-converting plans as the implicit control group).  Of course, the impact of 
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conversions will depend on the market penetration of the converting BCBS plan; we discuss this 

at length in section B. below.   

 

A. Constructing a Market-Year Index of Premium Growth 

 

To obtain a market-year price index, we re-estimate the full model represented in 

equation (1) – that is, the model with plan fixed effects - but we exclude the indicator for FP 

status.29  We estimate the model separately for FI and SI plans; all plans (both converting and 

non-converting) are retained in each estimation sample. 

 

The variables of interest are the market-year dummies, which capture average premium 

growth for each market and year, controlling for the variables described in Section III.  Note that 

for each market we can include dummies for 11 out of the 12 years in the sample, as market 

fixed effects are effectively subsumed in the plan fixed effects, and year effects are subsumed in 

the plantype-year dummies.  We set the index equal to 100 for each market in 1998, and apply 

the estimated coefficients on the market-year dummies to calculate the index in all subsequent 

years. (For example, a market-year coefficient of 0.2 would imply an index of 

100*(exp(0.2))=122.14). 

 

This approach to constructing the market-year price index exploits the richness of the 

micro data to control for myriad observable and unobservable determinants of premiums.  By 

including plan fixed effects in the model, our indices are not affected by changes in premium 

levels induced by changes in sample composition.  Our price index reflects differences in within-

plan premium growth across markets and over time, and as noted earlier premium growth in 

LEHID appears very representative of premium growth nationwide.  All models are estimated by 

weighted least squares, using mean plan-level enrollment as weights.   

  

Per the confidentiality restrictions applied by our data source, we are unable to present 

estimates of our premium index for specific geographic markets.  However, in Figure 4 we 

graph the enrollment-weighted index for the four main geographic regions.  The premium index 

                                                       
29 We do not wish to control for FP status as this will be the explanatory variable of interest in our model. 
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nearly tripled (in nominal terms) between 1998 and 2009, with the steepest growth in the South 

and the lowest in the Northeast.  In all regions, the SI sample slightly outpaced the FI sample in 

terms of premium growth.      Descriptive statistics at the market-year level are included in Table 

3. 

 

We also modify the specification used to construct the market-year premium index in 

order to create separate indices for BCBS and non-BCBS plans, as follows:  
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We exponentiate the two vectors of coefficients represented by BCBSψ  and nonBCBSψ  to form 

market-year premium indices for BCBS and non-BCBS plans, respectively. We use these indices 

to study the differential effects of the BCBS conversions on converting and non-converting 

plans.   

 

B. Reduced Form Estimates 

 

Our reduced form model is 

 

[ ] εηδψαα +++++= −− 1110   indexpremium   (3) mttmmtmt XFPBCBS  
 

BCBS FP is an indicator that takes a value of 1 if the BCBS carrier in market m is a for-profit 

stock corporation in year t-1.  We lag this indicator because premiums for year t are determined 

in t-1.   All models include market fixed effects, therefore the coefficient of interest is identified 

by markets experiencing conversions.  We also control for annual changes in premiums using 

year dummies, and we estimate models with and without the addition of lagged market-year 

covariates (ln(Medicare costs per capita), and the local unemployment rate).  Observations are 

weighted by average market-level enrollment, and standard errors are clustered by market-year.  

Before moving to the results, we first discuss the estimates from an expanded version of this 

model that includes leads and lags of the BCBS FP indicator: 
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The purpose of this model is twofold: first, to check whether the leads are statistically 

insignificant and lack a pronounced trend; second, to examine how the effect of conversions 

varies over time.   Note the coefficient estimates represent the market-level effect of a conversion 

in the relevant number of years before or after the conversion, relative to premiums in non-

converting markets and premiums in converting markets 3 or more years prior to conversion 

(after controlling for fixed differences across markets and national year effects). 

 

The coefficient estimates are presented in Table 5, separately for the FI sample and SI 

sample.  None of the leads is statistically significant, nor is there a decreasing or increasing 

pattern in the point estimates. These results support the identifying assumption that conversions 

are orthogonal to omitted determinants of premiums.  There is a pronounced decline in the point 

estimates between year t +1 (representing the year before conversion) and years t and t-1, 

however the estimates are too noisy to reject equality of any of the coefficient estimates.  The 

fact that the observed decline begins in year t is not surprising given the long, public process 

preceding conversions, as well as the fact that most occurred in November and were therefore 

coded as taking effect in the following year.  Last, we note that any decline in premiums appears 

to diminish over time. 

 

The results from the basic reduced-form specification (equation 2) are displayed in Table 

6.  The estimates in columns 1 and 2 reflect the basic specification in equation (3), first 

excluding and then including the market-year controls.  In columns 3 and 4, we add an 

interaction between the lagged BCBS FP indicator and the number of years since conversion.  

The results confirm the findings from the leads/lags specification.  On average, FP conversions 

have no significant effect on premiums.  This remains true even if the FP indicator is not lagged 

(results available upon request).  The interaction with time since conversion reveals a more 

nuanced story: conversions appear to decrease premium growth at first – particularly for 
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regulated, fully-insured plans - but over time this effect dissipates. We revisit this pattern below, 

when we consider the post-conversion responses of BCBS and non-BCBS plans separately.  

 

In columns 5 and 6, we investigate whether conversions of plans with greater market 

dominance have a different effect on our premium index.  To the extent that NP BCBS plans 

restrain premium growth to keep enrollment high (as many explicitly claim), ceteris paribus FP 

plans should raise premiums if their market position and regulatory agreements permit it.  On the 

other hand, to the extent market dominance is correlated with the ability of plans to achieve cost 

reductions (for example, by negotiating larger provider discounts), conversions of large BCBS 

plans could reduce optimal prices.  We explore the net effect of dominance on market-wide 

premiums by interacting BCBS FPt-1 with pre-conversion share, the weighted average market 

share of the converting plan during the three years preceding conversion.30 Table 1 shows there 

is significant variation in these shares, with Nevada at the low end (9.7 percent) and Indiana at 

the high end (28.4 percent).   

 

 The estimated coefficients reported in Table 6 reveal that both fully-insured and self-

insured premiums tend to decline much less in markets with larger converting plans, and actually 

increase post-conversion if the pre-conversion share exceeds 20-22 percent, a threshold 

surpassed by 4 of the 11 converting plans.   

 

 To explore the robustness of our findings, we re-estimate all models using two different 

sample restrictions.  First, to minimize the potential influence of noisy estimates of the market 

premium index, we drop all market-years with fewer than 20 sampled employers.  The 

coefficient estimates are very similar to those presented for the full sample, in Table 6. Second, 

we exclude data from 2006 onward (when the change in demographic factor took effect).  In this 

case, the coefficient estimates are similar for the basic model as well as the model with pre-

conversion share interactions.  Unsurprisingly, the time pattern of conversion effects differs 

                                                       
30  Pre-conversion share is the enrollment-weighted market share of the converting plan (across all geographic 
markets in which it operates) prior to conversion.  We also considered an alternative definition  - the pre-conversion 
share of the converting plan in market m (rather than the average across all markets) – and results were similar.  The 
first definition is conceptually more appealing as plans may not calibrate their strategies separately by local market. 
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during this abbreviated study period.   Premiums appear to decline post-conversion for fully-

insured plans, while there is no significant time pattern for SI plans.31   

 

 Next, we contrast the post-conversion pricing reactions of BCBS and non-BCBS plans.  

To do so, we estimate specifications analogous to those in Table 6 but using BCBS Index and 

non-BCBS Index as the dependent variables. Table 7 presents results from these models, again 

separately for FI plans (Panel A) and SI plans (Panel B). Within each panel, columns 1-6 present 

results using BCBS Index as the dependent variable while columns 7-12 use Non-BCBS Index as 

the dependent variable. For FI plans, the coefficients indicate that BCBS conversion has 

strikingly different effects on BCBS vs. non-BCBS plans in a market. BCBS conversion has a 

positive, statistically-significant impact on BCBS Index (columns 1 and 2), but a negative and 

insignificant effect on Non-BCBS Index (columns 7 and 8). These averages mask some 

interesting time trends in pricing, however. BCBS plans appear to raise prices within a year of 

conversion, whereas non-BCBS plans do so after a lag of 2 to 3 years.  This pattern is consistent 

with competitors first observing, and then reacting, to BCBS’ actions.  In the SI sample (Panel 

B), the differences between BCBS and non-BCBS plans appear to be modest, and nearly all 

coefficients are indistinguishable from zero.  

 

 Finally, the models that include pre-conversion share interactions (columns 5 and 6, and 

11 and 12) show that premiums for all FI plans, and for non-BCBS SI plans, grow more quickly 

post-conversion in markets where the BCBS plan is more dominant.  The same pattern is 

reflected in the point estimates for self-insured BCBS plans, but they are not statistically 

significant. 

 

C. Instrumental Variables Estimates 

 

In Table 8, we present instrumental variables estimates of the following model: 

 

[ ] εδψφα +++++= −− 111  Index Premium   (5) mttmmtmt XshareFP , 

                                                       
31 To perform each robustness check, we re-estimate the premium index model using the relevant restricted sample, 
(i.e. excluding market-years with fewer than 20 clients, including data from 1998-2005 only). 
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in which the endogenous regressor, the market share of FP carriers in market m and year t-1, is 

instrumented by the lagged BCBS FP indicator, and/or the lagged BCBS FP indicator and its 

interaction with pre-conversion market share.  First-stage results are given in Appendix Table 2; 

as expected, conversion of a BCBS plan raises the local FP market share, and the increase 

depends on the pre-conversion market share of the BCBS plan.   In light of the reduced-form 

results, which reveal no significant average effect of conversions, it is unsurprising that the IV 

estimates are statistically insignificant.  In the FI sample, all point estimates are negative, but the 

magnitudes are small relative to the increase over time in the market index.   A 25-percentage 

point increase in local FP share would translate into a 4 point reduction in the premium index, 

and this only if the point estimate were statistically significant.  Given the FI index increases on 

average from 100 to 282 this decrease is economically small.   In the SI sample, the point 

estimates are closer to zero and even more precisely-estimated.  Thus, we conclude that there is a 

fairly precise “zero effect” of FP penetration on premiums on average.  

 

 The IV estimates are consistent with the OLS results in Section III, which documented 

very modest differences in premium growth by ownership status of the affiliated insurance 

carrier, and only for some specifications using the SI sample.  There appear to be few biases 

associated with OLS estimates of the relationship between premium growth and FP status of 

insurance plans.   

 

V. Discussion and Conclusions 

 

 The U.S. health insurance industry has long been reviled for sundry business practices 

ranging from pre-existing condition exclusions to lifetime benefit caps.  Distrust of the industry 

peaked in the months prior to the passage of PPACA, resulting in multiple alternative proposals 

to generate new options under healthcare reform.  The final bill includes $6 billion in funding “to 

foster the creation of new nonprofit member-run health insurance issuers” (c.f. §1301), 

notwithstanding the limited evidence on differences between existing NP and FP insurers.    
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 In this study, we use a large, national panel dataset on employer-provided insurance 

between 1998 and 2009 to study the effect of ownership status on premium growth, an important 

dimension of plan performance.   In our dataset, nominal premiums increased by 119 percent 

over this 12-year period.32   To the extent NP plans demonstrate slower premium growth, the 

case for subsidizing new NP entrants would be stronger, all else equal.  Of course, there are there 

are other important dimensions to healthplan performance, and the possibility that NP plans offer 

higher quality must be evaluated.  However, given the level of concern over rising premiums, 

investigating the FP effect on premiums is a useful step toward assessing the broader impact of 

ownership form. 

 

 We find little evidence of an average FP effect: premiums of NP and FP plans appear 

similar, controlling as best as possible for differences in the composition of employee groups, 

local market fixed effects, and time-varying market characteristics such as per-capita Medicare 

spending (which should reflect utilization trends).    This finding persists even when the potential 

endogeneity of FP status is addressed by pursing an instrumental variables analysis that exploits 

the conversions of 11 distinct BCBS plans, affecting 28 of our 139 geographic markets. Models 

using the conversion-induced change in market-level FP penetration to instrument for observed 

FP penetration point to a “precise zero” effect of FP status on premium growth. 

 

 This average effect masks interesting heterogeneity in the effect of BCBS conversions on 

premiums over time and in different geographic markets.  The data reveal that conversions are 

typically followed by a few years of slightly lower premium growth (on the order of 1-2 

percentage points), which is then offset by faster growth in later years.  There is evidence that 

converting BCBS plans actually raise fully-insured premiums right away, and their competitors 

do so some 2 to 3 years later – suggesting the average declines following conversion are not in 

fact due to efficiencies experienced by converting plans and passed down in the form of 

premium decreases.   We also find that the effect of BCBS conversions varies by the market 

power of the converting plan, resulting in higher premiums post-conversion in markets where 

pre-conversion BCBS share exceeds roughly 20 percent.   This finding is consistent with Dafny, 
                                                       
32 This compares to an increase of 133 percent over the 1999-2010 time period for employees of large firms (200+ 
workers) surveyed the Kaiser Family Foundation Survey (Exhibit 1.13, Kaiser Family Foundation Employer Health 
Benefits 2010 Annual Survey).  
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Duggan and Ramanarayanan (2010), which finds that insurers in concentrated markets exercise 

market power by raising premiums. 

 

 In future drafts, we intend to explore the robustness of our results by performing a 

placebo test (or “falsification exercise”) using attempted conversions as a treatment group, and 

considering an alternative definition of for-profit status (one in which for-profit mutual insurers 

are designated as for-profits, in addition to for-profit stock corporations).  We also plan to 

expand the set of outcome measures we consider.  Health insurance is a highly differentiated 

product, and even if FP and NP insurers price similarly, they may offer products of distinctly 

different quality.  For example, FP insurers might systematically contract with cheaper providers, 

who may provide inferior quality.  Notably, we do not find evidence of this in our data: results 

are similar for fully-insured as well as self-insured plans.  If converting plans shift toward 

cheaper providers, the “FP effect” should be smaller for self-insured products, whose pricing 

primarily reflects medical spending.  However, other studies report that FP plans offer lower 

quality in at least some dimensions, including overall consumer satisfaction and common 

preventive care (e.g. Schneider et al. 2003; Gillies et al 2006).    There are also myriad other 

components of quality, such as the ability to electronically access health claims, the speed of 

claim processing, and the breadth of provider networks, that have not been studied.  Last, it is 

important to recognize that many dimensions of quality are horizontal – meaning that different 

consumers prefer different values of these dimensions -  in which case there can be no clear 

“ranking” of insurer quality.   

 

 These challenges notwithstanding, future research on additional effects of ownership 

status would be extremely valuable from a policy perspective.  Perhaps the most important 

outcome yet to be studied is the impact of insurer ownership form on health itself. 
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Table 1. Blue Cross Blue Shield For-Profit Conversions, 1998-2009
Panel A. Successful Conversions

Conversion to
Stock Comp

 FP 
any

Year Recor
Data

ded in Pre-Conversion Sh

Anthem
Colorado November 2001 2002 13.67
Connecticut November 2001 2002 10.92
Indiana (Accordia) November 2001 2002 28.43
Kentucky November 2001 2002 27.85
Maine November 2001 2002 27.85
Missouri (RightChoice) November 2000 2001 17.67
Nevada November 2001 2002 9.74
New Hampshire November 2001 2002 17.78
Ohio (CMIC) November 2001 2002 23.27
Wisconsin (Cobalt) March 2001 2001 18.04

WellPoint
New York (Empire) November 2002 2003 17.68

Panel B. Unsuccessful Conversion Attempts
Revieweview PerPeriod Endeod nd d Year Recorded in Dataear ecor ed in 

New Jersey (Horizon) 2001-2004 2005 2005
North Carolina 2002 July 2003 2004
Kansas 2001-2002 Áugust 2003 2004
CareFirst

Delaware 2002 September 2003 2004
District of Columbia 2002 September 2003 2004
Maryland 2002 September 2003 2004
Virginia 2002 September 2003 2004

Premera
Alaska 2002-2006 March 2007 2007
Washington 2002-2006 March 2007 2007

Note:  Table only includes successful (and unsuccessful) conversion attempts undertaken during the study period (1998-
2009). Year Recorded in Data refers to the first post-conversion year as coded in our dataset. Pre-conversion shar
the weighted average market share of the converting plan during the three years preceding conversion

31



flects age, gender, and family 

Table 2. Descriptive Statistics
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Panel A. Fully Insured Plans

Premium ($) 3648.63 3905.39 4187.62 4621.73 5338.10 6001.61 6696.46 7327.08 7898.05 8173.10 8571.84 9196.51
995.58 918.53 1009.57 1130.74 1377.43 1471.79 1829.66 2205.34 2660.74 2325.35 2537.40 2913.91

Number of Enrollees 170.77 173.47 164.39 179.82 189.88 189.33 176.66 212.15 227.12 226.93 191.57 184.45
487.60 488.19 420.13 489.04 498.43 559.39 504.35 686.08 729.85 689.55 597.58 617.54

Demographic Factor 2.23 2.22 2.20 2.23 2.26 2.28 2.36 2.35 1.88 1.88 1.86 1.90
0.44 0.39 0.39 0.38 0.39 0.39 0.40 0.45 0.42 0.41 0.44 0.44

Plan Design 1.12 1.13 1.11 1.13 1.12 1.11 1.09 1.06 1.05 1.04 1.03 1.03
0.05 0.04 0.04 0.04 0.04 0.04 0.08 0.06 0.09 0.06 0.06 0.06

Plan Type
HMO 88.7% 90.2% 92.7% 91.8% 90.9% 92.6% 85.6% 88.3% 84.9% 86.1% 79.8% 77.0%
Indemnity 3.0% 0.7% 0.4% 0.1% 1.0% 0.6% 1.9% 0.6% 0.5% 0.4% 1.2% 2.6%
POS 6.6% 6.8% 4.0% 4.8% 3.1% 4.2% 4.0% 4.4% 3.7% 4.1% 4.2% 2.7%
PPO 1.7% 2.4% 2.9% 3.2% 5.0% 3.2% 8.5% 6.7% 10.9% 9.5% 14.8% 17.7%

% Insured in CDP N/A N/A N/A N/A N/A N/A N/A 0.1% 3.1% 2.3% 2.5% 3.6%

Number of Employers 181 197 185 226 226 274 194 203 173 184 173 168
Number of Observations 9885 11584 9256 10673 10252 8892 6386 5855 4590 4414 4713 4299

Panel B. Self Insured Plans

Premium ($)( ) 4276.73 4306.54 4579.53 5012.24 5644.13 6459.38 6999.15 7474.24 7894.39 8126.57 8411.10 8897.68
1134.05 1298.88 1318.39 1356.22 1436.53 1583.46 1701.01 1803.08 1946.40 2132.63 2156.29 2284.09

Number of Enrollees 190.86 159.10 151.21 170.13 167.15 174.38 169.94 191.90 178.82 189.73 156.38 167.16
725.82 601.23 507.27 578.63 611.85 638.77 530.08 859.48 609.01 578.65 554.95 663.03

Demographic Factor 2.42 2.29 2.26 2.27 2.28 2.30 2.32 2.32 1.84 1.82 1.83 1.88
0.52 0.45 0.45 0.44 0.46 0.43 0.43 0.43 0.40 0.40 0.41 0.39

Plan Design 1.02 1.01 0.99 1.02 1.03 1.02 1.01 0.97 0.97 0.98 0.97 0.97
0.07 0.07 0.08 0.07 0.07 0.08 0.08 0.08 0.08 0.07 0.08 0.07

Plan Type
HMO 2.6% 4.3% 6.9% 10.1% 14.7% 16.8% 17.6% 18.1% 19.7% 20.1% 20.5% 18.6%
Indemnity 34.5% 31.8% 22.1% 16.7% 14.2% 10.5% 7.8% 5.9% 5.9% 5.3% 4.7% 3.5%
POS 36.1% 27.5% 30.5% 25.3% 20.6% 17.9% 18.2% 15.9% 15.7% 14.9% 14.2% 14.5%
PPO 26.9% 36.4% 40.5% 47.9% 50.5% 54.7% 56.4% 60.1% 58.8% 59.6% 60.6% 63.4%

% Insured in CDP N/A N/A N/A N/A N/A N/A N/A 10.3% 18.3% 20.0% 21.9% 22.6%

Number of Employers 180 193 191 233 248 315 238 257 223 247 235 218
Number of Observations 12199 14140 14411 18479 21319 24906 20233 20970 17770 19865 23510 21434
Notes:  All statistics are unweighted. The unit of observation is an employer-carrier-market-plantype-year combination, unless noted otherwise.  Demographic factor re
size for enrollees.  Plan design measures the generosity of benefits.  Both are constructed by the data source and exact formulae are not available. Premiums are in nominal dollars.. Standard 
deviations are in italics.
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Table 3. Descriptive Statistics (Unit of Observation: Market-Year)

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Market-year Controls
Lagged Medicare Costs 4896.21 4896.21 4872.10 5165.41 5603.25 6061.54 6372.18 6836.88 7288.65 7591.73 7898.36 8297.57

866.92 866.92 820.15 869.75 924.35 992.71 993.30 989.65 1095.12 1096.89 1123.36 1198.25

Lagged unemp rate 0.05 0.05 0.04 0.04 0.05 0.06 0.06 0.05 0.05 0.05 0.05 0.06
0.02 0.02 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.02

Panel A. Fully Insured Plans

Dependent Variable
Premium Index 100.00 109.38 120.95 131.95 150.75 173.29 191.55 209.86 236.25 251.67 268.36 281.98

0.00 4.73 7.61 10.60 13.01 16.66 22.54 23.84 26.38 32.82 37.22 36.69

Number of Markets 139 139 139 139 139 137 138 138 138 138 138 139

Panel B. Self Insured Plans

Dependent Variable
Premium Index 100.00 105.47 112.83 127.55 143.31 169.11 192.69 211.62 244.33 263.02 278.24 292.60

0.00 6.50 8.21 10.54 11.13 13.95 17.69 20.15 23.81 25.20 24.12 26.93

Number of Markets 139 139 139 139 139 139 139 139 139 139 139 139

Notes:  All statistics are unweighted. The unit of observation is a market-year combination, for each insurance type.  Market-level premium index is constructed using a plan-level regressi
various controls, including market-year fixed effects. Standard deviations are in italics.various controls, including market year fixed effects. Standard deviations are in italics.
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(Premium)
ing plans

(Premium)
ing plans

0 -0 -0 0 0 0 -0 -0 -0 -0

s using the average number 

Table 4. Do Premiums Differ By Ownership Status? 

Panel A. Fully Insured Plans
Dependent Var =  Ln(Premium) Dependent Var =  Ln

Sample excludes convert

Lagged FP Indicator -0.001 0 -0.008 -0.007 -0 -0.002 .027 -0.006 -0.005 -0.01 -0.008 -0.006
(0.007) (0.007) (0.009) (0.009) (0. (0008) .021) (0.009) (0.009) (0.011) (0.010) (0.010)

Demographic factor 0.368 0.368 0.372 0.361 0.361 0.313 0.373 0.372 0.377 0.366 0.365 0.319
(0.006)*** (0.006)*** (0.008)*** (0.007)*** (0. (0.006)*** 010)*** (0.006)*** (0.006)*** (0.009)*** (0.008)*** (0.007)*** (0.011)***

Demographic factor * (Year>=2006) 0.067 0.07 0.072 0.072 0.07 0.052 0.066 0.069 0.065 0.066 0.064 0.051
(0.012)*** (0.012)*** (0.014)*** (0.012)*** (0. (0.009)*** 010)*** (0.012)*** (0.012)*** (0.014)*** (0.012)*** (0.009)*** (0.010)***

PlanDesign 0.49 0.484 0.439 0.442 0.542 0.498 0.492 0.485 0.414 0.42 0.516 0.493
(0.048)*** (0.048)*** (0.060)*** (0.060)*** (0. (0.051)*** 058)*** (0.049)*** (0.050)*** (0.055)*** (0.054)*** (0.044)*** (0.058)***

CDP -0.059 -0.067 -0.109 0.028 0.009 0.061 -0.063 -0.072 -0.119 0.019 0 0.062
(0.048) (0.053) (0.069) (0.029) (0. (0.020) 025)** (0.049) (0.054) (0.072)* (0.031) (0.021) (0.025)**

Market-year Controls Yes Yes Yes Yes Yes Yes
Employer-Market FE Yes Yes sYe Yes Yes Yes
Plantype-Year FE Yes Y Yeses Yes Yes Yes
Market-year FE Yes Yes Yes Yes
Plan FE Yes Yes
Number of Observations 81572 80841 80841 80841 80841 80841 77779 77048 77048 77048 77048 77048

Panel B. Self Insured Plans
Dependent Var =  Ln(Premium) Dependent Var =  Ln

Sample excludes convert

Lagged FP IndicatorLagged FP Indicator --0 012.012 -0 011.011 -0 004.004 0.001 0 0001 .003003 .007007 -0 024.024 -0.024 -0 016 -0 016 -0 02024 .016 .016 -0.02
(0.005)** (0.005)** (0.007) (0.006) (0. (0007) .016) (0.008)*** (0.008)*** (0.012) (0.012) (0.013)

Demographic factor 0.365 0.365 0.398 0.396 0.397 0.339 0.371 0.37 0.407 0.405 0.405 0.346
(0.005)*** (0.005)*** (0.008)*** (0.008)*** (0. (0.008)*** 013)*** (0.006)*** (0.006)*** (0.009)*** (0.009)*** (0.008)*** (0.014)***

Demographic factor * (Year>=2006) 0.042 0.042 0.047 0.033 0.03 0.044 0.039 0.039 0.046 0.03 0.027 0.041
(0.005)*** (0.005)*** (0.006)*** (0.006)*** (0. (0.006)*** 008)*** (0.006)*** (0.006)*** (0.006)*** (0.007)*** (0.007)*** (0.009)***

PlanDesign 0.723 0.722 0.674 0.747 0.764 0.426 0.704 0.703 0.67 0.744 0.762 0.422
(0.035)*** (0.035)*** (0.037)*** (0.036)*** (0. (0.034)*** 049)*** (0.036)*** (0.036)*** (0.040)*** (0.038)*** (0.036)*** (0.053)***

CDP -0.074 -0.074 -0.074 -0.063 -0 -0.065 .067 -0.075 -0.075 -0.076 -0.064 -0.065 -0.066
(0.005)*** (0.005)*** (0.005)*** (0.005)*** (0. (0.005)*** 008)*** (0.005)*** (0.005)*** (0.005)*** (0.005)*** (0.005)*** (0.008)***

Market-year Controls Yes Yes Yes Yes Yes Yes
Employer-Market FE Yes Yes sYe Yes Yes Yes
Plantype-Year FE Yes Y Yeses Yes Yes Yes
Market-year FE Yes Yes Yes Yes
Plan FE Yes Yes
Number of Obs 214801 213218 213218 213218 213218 213218 201630 200047 200047 200047 200047 200047

Note:  The unit of observation is a plan-year. All specifications  include employer, plantype, year, market and carrier fixed effects.   Models are estimated by weighted least square
of enrollees per plan as weights.  Standard errors are clustered by plan.

* denotes p<0.10, ** denotes p<0.05, * denotes p<.01
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Table 5. Effect of BCBS Conversions over Time
Dependent Var = Premium Index 

(1) (2) (3) (4)

Fully Insured Plan Self Insured Plans

(BCBS FP) t+2 -1.88 -1.33 -1.22 -1.33

(4.325) (4.324) (2.707) (2.342)

(BCBS FP) t+1 -1.16 -0.52 -0.80 -0.68
(4.004) (3.963) (2.448) (2.196)

(BCBS FP) t -3.40 -2.82 -2.78 -2.93
(3.328) (3.224) (2.151) (2.020)

(BCBS FP) t-1 -4.29 -3.80 -2.78 -3.13
(3.325) (3.206) (2.298) (2.170)

(BCBS FP) t-2 -2.21 -1.45 -1.56 -2.49
(3.729) (3.597) (2.285) (2.102)

(BCBS FP) >=(t-3) -3.05 -2.37 -1.17 -1.75
(3.470) (3.380) (2.284) (2.085)

Market-year Controls Yes Yes
Number of Observations 1654 1646 1668 1660

Notes :  The unit of observation is the market-year.  All models include fixed effects for each market and year
are estimated by weighted least squares using the average number of enrollees in each market as weights. St
errors are clustered by market-year.
* denotes p<0.10, ** denotes p<0.05, * denotes p<.01
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Table 6. Effect of BCBS Conversions on Premiums

Panel A. Fully Insured Plans

Dependent Var =  Premium Index 

(1) (2) (3) (4) (5) (6)

Lag BCBS FP -1.77 -1.47 -3.61 -3.97 -32.3 -32.826
(2.01) (1.99) (2.15)* (2.19)* (5.642)*** (5.555)***

Lag  BCBS FP*(No of Post Yrs) 1.01 1.12
(0.38)*** (0.42)***

Lag  BCBS FP*Pre conversion share 162.985 168.128
(25.275)*** (25.119)***

Market-year controls Yes Yes Yes
Number of Obs 1654 1646 1654 1646 1654 1646

Panel B. Self Insured Plans

Dependent Var =  Premium Index 

(1)(1) (2)(2) (3(3)) ((4)4) (5) (6)(5) (6)

Lag BCBS FP -0.52 -1.09 -0.99 -2.14 -9.567 -7.706
(1.21) (1.11) (1.29) (1.19)* (2.922)*** (2.664)***

Lag  BCBS FP*(No of Post Yrs) 0.17 0.36
(0.18) (0.18)**

Lag  BCBS FP*Pre conversion share 46.347 34.048
(13.313)*** (12.651)***

Market-year controls Yes Yes Yes
Number of Obs 1668 1660 1668 1660 1668 1660

Notes :  The unit of observation is the market-year.  All models include fixed effects for each market and year, and are estimated by weighted least 
squares using the average number of enrollees in each market as weights. Standard errors are clustered by market-year.

* denotes p<0.10, ** denotes p<0.05, * denotes p<.01
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 market as weights. Standard errors are 

Table 7. Effect of BCBS Conversions on Premiums: BCBS Vs. Non-BCBS Plans

Panel A. Fully Insured Plans

Dependent Var = Premium Index (BCBS) Dependent Var =  Premi

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

Lag BCBS FP 6.042 8.377 0.517 2.702 -35.694 -40.039 -0.899 -1.179 -2.639 -4.117 -38.602 -38.225
(3.215)* (3.188)*** (2.981) (3.064) (11.692)*** (11.481)*** (2.051) (2.021) (2.213) (2.238)* (5.482)*** (5.467)***

Lag  BCBS FP*(No of Post Yrs) 3.069 2.572 0.951 1.316
(0.420)*** (0.564)*** (0.393)** (0.436)***

Lag  BCBS FP*Pre conversi reon sha 221.889 258.503 201.274 198.626
(55. (417)*** 55.166)*** (24.806)*** (24.926)***

Market-year controls Yes Yes Yes Yes Yes Yes
Number of Observations 1545 1537 1545 1537 1545 1537 1620 1612 1620 1612 1620 1612

Panel B. Self Insured Plans

Dependent Var =  Premium Index (BCBS Dependent Var =  Prem

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

Lag BCBS FP 1.799 1.194 1.466 0.757 -2.438 -1.377 0.976 0.45 0.196 -1.225 -13.599 -11.508
(1.121) (1.091) (1.296) (1.272) (3.235) (3.219) (1.675) (1.594) (1.737) (1.661) (3.688)*** (3.479)***

Lag  BCBS FP*(No of Post Yrs) 0.116 0.149 0.272 0.572
(0.220) (0.216) (0.228) (0.236)**

Lag  BCBS FP*Pre conversion share 21.708 13.226 74.675 61.519
(14. (775) 15.094) (19.147)*** (18.258)***

Market-year controls Yes Yes Yes Yes Yes Yes
Number of Observations 1660 1652 1660 1652 1660 1652 1668 1660 1668 1660 1668 1660

Notes :  The unit of observation is the market-year.  All models include fixed effects for each market and year, and are estimated by weighted least squares using the average number of enrollees in each
clustered by market-year.

* denotes p<0.10, ** denotes p<0.05, * denotes p<.01
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Table 8. Does FP Penetration Raise Premiums? IV Estimates

Panel A. Fully Insured Plans

Dependent Var =  Premium Index 

IV = Lag BCBS F IV = {Lag BCBS FP, Lag BC
Pre-conversion BCBS Share}

Lag FP Penetration -16.02 -15.07 -14.533 -13.425
(13.03) (13.07) (13.018) (13.055)

Market-year controls Yes Yes
Number of Obs 1515 1507 1515 1507

Panel B. Self Insured Plans

Dependent Var =  Premium Index 

IV = Lag BCBSIV  Lag BCBS IV = {Lag BCBS FP, Lag BC
conversion BCBS Share}

Lag FP Penetration -3.06 -4.59 -0.73 -2.73
(3.84) (3.52) (3.441) (3.188)

Market-year controls Yes Yes
Number of Obs 1529 1521 1529 1521

Notes :  The unit of observation is the market-year.  All models include fixed effects for each market and year, and are estim
weighted two-stage least squares using the average number of enrollees in each market as weights. Standard errors are clus
market-year.

* denotes p<0.10, ** denotes p<0.05, * denotes p<.01

38



0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

70.0%

80.0%

90.0%

100.0%

1998 2002 2006 2009

BCBS NFP

Non BCBS NFP

BCBS FP

Non BCBS FP

90 0%

100.0%

Figure 1. % of enrollees in for-profit and not-for-profit plans

Panel A. Fully Insured Plans

Panel B. Self Insured Plans

Note:  The market shares of all plans above are calculated using LEHID. Sample includes fully insured plans and 
excludes plans with missing ownership information
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Figure 2. For-Profit Share Statistics, by Market and Product

Panel A. Frequency Distribution: Average % For-Profit Share by Market

Panel B. % For-Profit Share by Plantype

Note : Sample includes fully-insured and self-insured plans. In panel B, each bar represents % of 
enrollees in plans of that particular plantype that are insured in forprofit plans
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Figure 3. Annual Premium Growth, LEHID vs. KFF/HRET

Sources: LEHID Sample (all plans), and 2010 Kaiser/HRET Annual Survey of Employer-Sponsored Health Benefits
sources combine fully-insured and self-insured plans

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

16.0%

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

LEHID

KFF

41



Fig 4. Change in Market-level Premium Index for major geographic regions, 1998-2009 
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Appendix Table 1. Distribution of Plan Tenure

Number of years in sample Number of Plans % of plans
1 68146 49%
2 27759 20%
3 15392 11%
4 8642 6%
5 7107 5%

>=5 10668 8%
Total 137714 100%

Note : Table includes both self-insured and fully-insured plans
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Appendix Table 2. Impact of BCBS Conversions on FP penetration: First Stage Est

Panel A. Fully Insured Plans

Dependent Var = Lagged FP penetrati
Lagged BCBS FP 0.162 0.161 0.146 0.144

(.023)*** (.022)*** (0.077)* (0.077)*

Lagged BCBS FP * pre-conversion share 0.083 0.088
(0.354) (0.354)

Market controls Y Y
Number of Obs 1522 1514 1522 1514

Panel B. Self Insured Plans

Dependent Var = Lagged FP penetrati
Lagged BCBS FP 0.313 0.315 0.001 -0.01

(.018)*** (.018)*** (0.035) (0.035)

Lagged BCBS FP * pre-conversion share 1.596 1.672
(0.196)*** (0.194)***

Market controls Y Y
Number of Obs 1529 1521 1529 1521

Notes :  The unit of observation is the market-year. All specifications include fixed effects for each market and year, and ar
the average number of enrollees in each market as weights.  Standard errors are clustered by state-year.

* denotes p<0.10, ** denotes p<0.05, * denotes p<.01
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