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Abstract

This study intends to evaluate the
impacts of various risk sharing forms on
the selection and efficiency incentives of
health plans in a competitive hedth
insurance market. Different risk-adjusted
models employed by the equalization
fund and health plans are to be analyzed
to understand the robustness of these risk
share forms.

A total of 371,620 beneficiaries,
eligible for the National Health Insurance
(NHI) from January 1, 1996 to January 1,
1997 were randomly selected from the
enrollment file of NHI. The risk-adjusted
models employed by the equalization
fund were the demographic and
diagnostic-based models. On the other
hand, health plans employed the prior
utilization, diagnostic-based, and all
information models. Risk sharing forms
analyzed were 1% to 5% high-risk
sharing, 1% to 5% high-cost sharing,
60,000 NT$ to 100,000NT$ excess loss,



and 30% to 70% partial capitation. The
measures of the selection incentive were
mean absolute predicted result and
unfavorable expected loss. The measures
of the efficiency incentive were the
proportion shared expenditures by a risk
sharing mechanism and insurer portion of
the efficiency gain.

The results showed that among four
risk sharing forms high-risk sharing could
provide better efficiency incentive than
the others. On the other hand, high-cost
sharing could contain selection incentive
better than the others. In order to
maintain both the incentives, large
percentage of high-risk sharing and small
percentage of high-cost sharing would be
appropriate choices.

Keywords. health insurance, risk adjustment,
risk sharing, risk selection
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