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Health Insurance Exchange Design
Job Market Paper
I propose a centralized marketplace, a pre-exchange, for health insurer-provider network formation and examine – both theoretically and empirically – its welfare impact. Current network
formation is highly decentralized and contracting is bilateral within each insurer-provider pair.
The key innovation of our pre-exchange is the introduction of explicitly multilateral contracting.
In particular, providers set prices that depend both on the identity of the insurer as well as
the identities of the other hospitals in the insurer’s network. We refer to this as network-specifc
pricing. I argue that the introduction of network-specific pricing enhances efficiency and dramatically lowers equilibrium health care prices. I first introduce a theoretical model that illustrates
the general tension that results from the key features of the current market structure: network
access, bilateral contracting and per-patient pricing. I then demonstrate how the pre-exchange
results in lower equilibrium provider prices. The main theoretical result is that bilateral pricing
produces a particular type of externality that providers “price out” with network-specific prices.
I then quantify the impact of introducing a pre-exchange using recent data from Massachusetts.
Bayes-Nash Equilibria of the Generalized Second Price Auction Forthcoming: GEB
The Generalized Second Price auction (GSP) is widely used as an allocation mechanism for
internet advertising; e.g. Google Adwords. Previous analysis has shown the GSP has desirable
properties under the assumption that all bidder values are common knowledge. Specifically,
there is always an equilibrium that implements the efficient VCG outcome. We relax the common knowledge assumption and characterize the Bayes-Nash equilibria of the auction under
incomplete information. Relaxing common knowledge is shown to yield qualitative di↵erences
in equilibrium bidding. In particular, a corollary to our characterization shows – somewhat
surprisingly – that efficient equilibria fail to exist in variety of settings.
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