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Abstract

Background The determinants of consumer mobility in

voluntary health insurance markets providing duplicate

cover are not well understood. Consumer mobility can have

important implications for competition. Consumers should

be price-responsive and be willing to switch insurer in

search of the best-value products. Moreover, although

theory suggests low-risk consumers are more likely to

switch insurer, this process should not be driven by insurers

looking to attract low risks.

Methods This study utilizes data on 320,830 VHI

healthcare policies due for renewal between August 2013

and June 2014. At the time of renewal, policyholders were

categorized as either ‘switchers’ or ‘stayers’, and policy

information was collected for the prior 12 months. Dif-

ferences between these groups were assessed by means of

logistic regression. The ability of Ireland’s risk equaliza-

tion scheme to account for the relative attractiveness of

switchers was also examined.

Results Policyholders were price sensitive (OR 1.052,

p\ 0.01), however, price-sensitivity declined with age.

Age (OR 0.971; p\ 0.01) and hospital utilization (OR

0.977; p\ 0.01) were both negatively associated with

switching. In line with these findings, switchers were less

costly than stayers for the 12 months prior to the switch/

renew decision for single person (difference in average

cost = €540.64) and multiple-person policies (difference

in average cost = €450.74). Some cost differences remain

for single-person policies following risk equalization (dif-

ference in average cost = €88.12).

Conclusions Consumers appear price-responsive, which

is important for competition provided it is based on correct

incentives. Risk equalization payments largely eliminated

the profitable status of switchers, although further refine-

ments may be required.
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Introduction

Arguments in favor of competition within health insurance

markets focus on its welfare-enhancing effects. Particu-

larly, requiring insurers to bear financial risk in addition to

the ‘threat of exit’ are designed to promote both productive

and allocative efficiency, providing consumers with the

products they desire at optimal prices [1]. Consumer

mobility is therefore a fundamental component of com-

petitive health insurance markets. However, while the rate

of insurer switching is often low [2], this does not a priori

mean that health insurance markets are uncompetitive.
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Indeed high rates of switching may be detrimental. Dui-

jmelinck et al. [3] note that too much switching can result

in high administrative costs, while low switching rates have

been observed in competitive and non-competitive mar-

kets. In this context, no ideal rate of switching exists. More

salient for examining consumer mobility and its competi-

tive implications, is understanding who switches, who does

not switch, and their motivations for doing so. Particularly

important is that consumers display a degree of price-

sensitivity and are willing to switch insurer in search of the

best-value products. In addition, theory would suggest that

low-risk consumers (e.g., young, healthy) are more likely

to switch insurer [4]. From a demand-side perspective, this

cohort may face lower search and switching costs, while in

a community-rated market, they can represent more prof-

itable risks, motivating insurers to focus their resources on

attracting them. Heterogeneous switching behavior among

groups is not a problem in itself if risk-adjusted payments

to insurers, generally organized through risk equalization

schemes, can mitigate against the relative attractiveness of

more mobile, low risks.

To date, little empirical research has taken place on the

determinants of consumer mobility in health systems pro-

viding duplicate private health insurance cover. Compared

with mandatory insurance systems, consumers in voluntary

markets tend to differ in their characteristics [5] while

those not happy with their cover also have the option of

exiting the market entirely, reverting to the pubic system to

provide care. In this context, this study hopes to add to the

understanding of the drivers of consumer mobility,

including incentives faced by insurers, through analysis of

the Irish voluntary private health insurance (PHI) market

and its implications for competition. Understanding com-

petitive incentives is especially important given current

proposed reforms to predicate Irish healthcare financing on

a competing health insurer model [6].

International evidence on consumer mobility

To the extent that switching insurer is a voluntary activity1

there are a number of factors that can influence consumer

mobility in health insurance markets. The individual

decision to switch insurer can be partly understood by

weighing up the costs and benefits of switching [1–4].

Particularly, price and quality considerations should

influence choice of health insurer. Empirically, price

appears to be a strong predictor of switching. Several

studies have shown that consumers of health insurance

exhibit price-sensitivity. Historically, the majority of this

evidence has come from the United States [7–10], however

more recently similar effects have been found in certain

European (Dutch, German, and Swiss) markets [11–16].

However, price sensitivity in the Dutch system has been

found to be comparatively low [11, 17], potentially the

result of historically more robust risk equalization, which

helps limit price variation between insurers. Price sensi-

tivity has also been shown to vary by risk status, with

higher-risk individuals less responsive to changes in price

than their low-risk counterparts [9, 18, 19]. Quality has

also been shown to influence consumer decision-making.

A review by Kolstad and Chernew [20] showed that con-

sumers in the United States were more likely to choose

higher-quality plans both with and without the provision of

quality-related plan information. Recently, evidence from

the Netherlands has shown that consumers were less likely

to switch out of higher-quality plans and that those

actively searching for health plan information were more

likely to switch [16].

The benefits of switching need to be compared against

the costs and health insurance markets are generally subject

to large search and switching costs. Search costs relate to

the costs involved in identifying and interpreting health

insurance products and may be incurred numerous times.

Although consumer choice is an important predicate of a

functioning competitive market, search costs tend to be

higher the more product differentiation there is [2].

Switching costs relate to the one-time costs (for example,

transaction costs, learning costs, exit costs, see [3])

involved in switching insurer. Switching costs may be

subject to behavioral biases that do not reflect rational

choice. For example, an endowment effect or status-quo

bias may lead to individuals placing an artificially high

value on their current insurer [4]. Moreover, search and

switching costs tend to be higher for high-risk individuals

(e.g., the old and sick) [4]. These groups may have more

difficulty navigating the market or may be more concerned

about issues around continuity of coverage and therefore

less likely to switch. Similarly, there is evidence that bet-

ter-educated individuals are more likely to switch [16, 21].

Hirschman [22] would also argue that consumers dissatis-

fied with aspects of their insurance provision may prefer to

‘voice’ their dissatisfaction, rather than taking the more

definitive decision to switch to a competitor.

A final strand of literature has considered the association

between risk equalization and consumer mobility. In terms

of the Dutch system, Van Vliet [23] finds that switchers are

good risks in an absolute sense, however, providing risk-

adjusted premium subsidies based on health status elimi-

nated predictable profits for this group. A similar conclu-

sion was reached in Germany where more sophisticated

risk equalization, based on measures of health status,

removed incentives for selection [24].

1 This may not always be the case. For example, specific health

insurance cover can be strongly linked to employment or certain

eligibility criteria (e.g., Medicare or Medicaid in the United States).
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The Irish PHI market and consumer mobility

Although tax-financed hospital care is available to all res-

idents, 43.9 % avail of PHI [25]. To promote social soli-

darity, the PHI market is subject to community rating,

lifetime cover, and open enrolment regulations. The main

benefits of health insurance relate to faster access to hos-

pital care, superior accommodation and a greater selection

of providers. Some cover is offered for primary care ser-

vices, however this is generally subject to large deduc-

tibles. Health insurance contracts are generally 12 months

in duration at which point consumers have the option to

renew, switch insurer, or leave the market entirely. Insurers

may impose penalties for switching or cancelling mid-

contract. PHI has been available in Ireland since 1957 and

was the provision of a single monopolistic insurer, VHI

Healthcare (VHI) until market liberalization in the mid-

1990 s.2 Following liberalization, there was a shift in new

and existing consumers, generally the younger and

healthier, away from VHI and towards the new market

entrants. Compounding this problem and as a result of legal

challenges and controversy over risk equalization, the Irish

PHI market evolved largely without the allocation of risk-

adjusted premium subsidies, making it difficult for the

incumbent VHI to compete on price [26]. Strong market

segmentation has arisen between the VHI and the newer

entrants, undermining the principle of community rating

[27]. In 2009, the first risk-adjusted subsidies were intro-

duced, taking the form of age-related tax credits accruing

to insurers. These were followed by a bona-fide risk

equalization scheme in 2013. Risk-adjusted payments

(credits) are based on age, gender, advanced/non-advanced

contract status3 and number of inpatient hospital nights.

These payments are financed through a community rating

levy payable by insurers for each enrollee (see Table 1).

Despite these developments and primarily as a result of

limited data availability, to date, little detailed statistical

analysis has taken place on consumer mobility within the

Irish PHI market. Biennial consumer survey reports pub-

lished by the market regulator the Health Insurance

Authority (HIA) however, highlight a steady increase in the

incidence of ever switching insurer, rising from 6 to 23 %

between 2002 and 2011, albeit falling back to 20 % in

2013 [28]. Price is considered the most important reason

for switching health insurers and its importance has been

increasing in recent years. This is most likely a function of

the recent Irish economic crisis [29] and significant pre-

mium increases over the same period. In 2013, 69 % cited

cost savings as the most important reason for switching

insurers, up from 50 % in 2007 [28]. Older groups are also

more likely to claim that they would not switch [28, 30].

However, there appears be a strong degree of inertia in the

market with consumers remaining loyal to their current

provider [28].

Data and methods

Data for this study were provided by VHI, the largest

insurer in the market.4 Over the period August 2013 to June

2014, all policies were flagged at their time of renewal and

information was collected for the previous 12 months for

each policy. All policies were 12-month contacts. Infor-

mation on employer-based group health insurance policies

is not included in the dataset.5 To facilitate analysis, all

policies that had changes in cover during their previous

12 months, or added individuals onto a policy, were

excluded. This left a final data set of 320,830 policy-level

observations. Policyholders were then categorized as either

‘switchers’ or ‘stayers’, with the following definitions:

Switchers

Policyholders, who, at the time of renewal decided to

cancel their existing policy and switch to a competitor.

Whether a switch to a rival insurer occurred is known

based on information provided by the departing

policyholder.6

Stayers

Stayers are defined as those who, at time of their renewal

decision, renewed their subscription with the insurer.

This analysis assesses differences in policy (flag for

children on policy, flag for students on policy, duration of

cover, maximum cover level, length of hospital stay (LOS),

relative premium change, single/multiple policy status and

month of renew/switch decision) and consumer (age, gen-

der, marital status and region of residence) characteristics

between switchers and stayers for the 12 months leading up

to the switch/renew decision. Particularly, it is expected

that younger policyholders and those recording lower

2 Currently there are three other insurers competing in the market in

conjunction with the incumbent VHI.
3 A contract is specified as providing for non-advanced cover if not

more than 66 % of the full cost for hospital charges in a private

hospital or prescribed minimum benefits, if lower, is always provided.

Advanced contracts are contracts that are not non-advanced [39].

4 In 2013, VHI had 54 % share of the market and paid 67 % of total

market claims [40].
5 HIA data suggest that roughly three in ten policyholders have

access to work group schemes [28].
6 As this is a voluntary market, the other option faced by consumers

is to drop coverage entirely. Those who did so were excluded from the

analysis.
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healthcare utilization will be more inclined to switch.

Moreover, price is expected to influence switching

propensities, while low-risk individuals are expected to be

more price sensitive. These differences are measured by

way of a binary logistic regression model with main results

presented in terms of odds ratios. This is a standard

approach adopted in empirical consumer switching analy-

ses [21, 31–33]. Regression results presented in terms of

average marginal effects are contained in the Supplemen-

tary material. Cluster robust standard errors are calculated

to account for any correlation of errors within plans. As the

data are aggregated at the policy level, regression models

are analyzed separately for single-person, multiple-person,

and total policies. In order to assess whether price sensi-

tivity differs based on risk type, predicted probabilities

from the regression analysis are also computed and asses-

sed for different values of relative premium changes and

age, and LOS, respectively.

Relative price effects are captured through a premium

variable that measures the difference between the per-

centage change in price of a policy over the 12 months to

the switch/renewal decision and the percentage change in

the average market premium.7 In order to reduce bias, the

maximum level of cover of a particular policy is controlled

for in the regression analysis. Both the theories of adverse

selection and moral hazard would predict that ex post

expenditures and utilization will be influenced by the

amount of cover [34]. Moreover, in the Irish context, pri-

vate care can be provided in public as well as private

hospitals and therefore, without controlling for level of

cover, differences in expenditure/utilization may not

accurately reflect differences in health status. Level of

cover is categorized based on HIA definitions (see

Table 2).

Finally, the impact of Ireland’s age-related tax credit

and subsequent risk equalization scheme is examined in

terms of their abilities to equalize any cost differentials that

exist between stayers and switchers. Differences in average

costs between switchers and stayers are calculated based on

recorded claims expenditure for the 12 months prior to

switching/renewing. Adjustments for tax/risk equalization

credits and levies are made based on publicly available

data (over the period of analysis) provided by the HIA

(Table 1).

Results

Descriptive statistics

Descriptive statistics are presented in Table 2. The largest

proportion of policyholders were aged 60–69 (20.6 %)

while those in the 18–29 year age-group contained the least

number of policyholders (4.0 %). There were a higher

proportion of male (51.2 %) and non-married (59.4 %)

policyholders, respectively. The majority of policies were

single-person policies (54.3 %) while children (students)

were recorded on 16.3 % (3.8 %) of total policies. The vast

majority of policies provided cover up to a semi-private

room in a private hospital (76.1 %). On average, VHI

premiums increased by 16.7 %, which reflects strong pre-

mium inflation in the Irish market in recent years [35].

Average LOS was slightly less than a day.

Table 1 Tax/risk equalization credits to insurers and community rating levies 2012–2014

Age 2012/2013

Q1 (€)

Non-advanced contracta Non-advanced contracta Advanced contracta Advanced contracta

01/03/2013–28/02/2014

(since 01/03/2014)

01/03/2013–28/02/2014

(since 01/03/2014)

01/03/2013–28/02/2014

(since 01/03/2014)

01/03/2013–28/02/2014

(since 01/03/2014)

Men (€) Women (€) Men (€) Women (€)

60–64 600 375 (250) 250 (200) 425 (450) 275 (325)

65–69 975 900 (575) 650 (400) 1050 (1150) 775 (775)

70–74 1400 1450 (925) 975 (625) 1700 (1850) 1150 (1200)

75–79 2025 2050 (1200) 1550 (950) 2425 (2500) 1800 (1925)

80–84 2400 2850 (1575) 1925 (1150) 3375 (3200) 2275 (2250)

85? 2700 2850 (1975) 1925 (1325) 3375 (4000) 2275 (2725)

Community rating levy

Adult 285 290 (290) 290 (290) 350 (399) 350 (399)

Child 95 100 (100) 100 (100) 120 (135) 120 (135)

Source: Adapted from www.hia.ie
a Between 01/03/2013 and 28/02/2014, a hospital bed utilization charge of €75 was paid in respect of each overnight stay in a hospital. Since

01/03/2014, this has fallen to €60

7 Average market premiums were calculated based on quarterly data

provided by the HIA.
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Regression results

Table 3 reports the results of the logistic regression anal-

ysis.8 Across all models, age was negatively associated

with the decision to switch (OR 0.971***). For total

policies, being male (OR 1.108***) and married (OR

1.301***), respectively, increased the odds of switching.

These effects were also observed for multiple-person

policies (as relating to main policyholder) but not for sin-

gle-person policies. Having children or students (apart

from single-person policies were that individual is a stu-

dent) on policies did not impact the decision to switch. Nor

did the maximum policy cover level. The overall switching

rate was 3.8 %, with those on multiple-person policies

more likely to switch than those with single-person policies

(OR 1.413***). Duration of policy cover (OR 0.97***) and

average policy LOS (OR 0.98***) were both negatively

associated with switching. Consumers also appeared to be

price sensitive. Finally, higher relative premium increases

were positively associated with switching (OR

1.05***). Average marginal effects presented in the Sup-

plementary material are consistent with these findings.

Figure 1a, b examine price effects in more detail. The

first point to observe is that both graphs showed a positive

relationship between predicted probability of switching and

higher relative price increases, consistent with the logistic

regression analysis. Similarly, switching was negatively

associated with both age in Fig. 1a and LOS in Fig. 1b.

Figure 1a also showed that price sensitivity appeared to be

strongly associated with age. For example, where the rel-

ative price increase was zero, the predicted probability of

switching for a 20-year-old policyholder was 6.1 % and

this rose to 18.0 % for a 20 % relative price increase. In

contrast, for identical relative price effects for an 80-year-

old, predicted switching probabilities only increased from

1.1 to 3.9 %. Differential price effects based on LOS were

not as noticeable, with large overlap between confidence

intervals.

Risk equalization payments

Figure 2 graphs the difference in average costs for the

12 months prior to the switch/renew decision between

stayers and switchers for different iterations of risk-ad-

justed subsidies. In absolute terms, the difference in aver-

age costs between stayers and switchers was quite large for

both single-person (difference in average costs = €540.64;

CI €484.37–€596.90) and multiple-person (difference in

average costs = €450.74; CI €355.33–€546.15) policies,

reflecting the fact that it was low risks who tended to

switch. While successive iterations of risk equalization

appear to have largely reduced the profitability of switch-

ers, some residual incentives for risk selection may have

remained. Particularly, single-person switchers remained

profitable following application of risk equalization credits

(difference in average costs = €88.12; CI €34.04–

€142.20).9

Table 2 Descriptive statistics for policyholders and policies

(n = 320, 830)

Variables n (%)

Policyholder age

18–29 12,893 (4.02)

30–39 44,111 (13.75)

40–49 57,214 (17.83)

50–59 61,679 (19.22)

60–69 66,008 (20.57)

70–79 51,526 (16.06)

80? 27,399 (8.54)

Policyholder gender

Male 164,236 (51.19)

Female 156,594 (48.81)

Policyholder marital status

Yes 130,426 (40.65)

No 190,404 (59.35)

Multiple-person policy

Yes 146,550 (45.68)

No 174,280 (54.32)

Children on policy

Yes 52,393 (16.33)

No 268,437 (83.67)

Students on policy

Yes 11,951 (3.73)

No 308,879 (96.27)

Maximum policy cover

1 (semi-private/private room in a public hospital) 26,869 (8.37)

2 (semi-private room in private hospital) 244,217 (76.12)

3 (higher level cover)a 49,744 (15.5)

Mean (SD)

LOS per policy (days)b 0.95 (4.10)

VHI annual premium increase (%) 16.68 (7.45)

a Higher (maximum) cover level categories relate to a private room in

a private hospital, a semi-private room in a high-tech hospital, or a

private room in a high-tech hospital, respectively
b LOS captures both day and inpatient hospital stays

8 Pseudo R2 statistics for all models are quite low, however this tends

to be the norm in logistic regression analysis [41].

9 However, it is unclear whether the cost of investing in risk selection

strategies for these individuals would outweigh the benefit.
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Discussion

The overall switching rate in this study is quite low,10

however, this is similar to recent rates reported in the

Netherlands [16, 21] and at the higher end of rates reported

in other mandatory health systems [2]. Despite the low

level of switching, the motivations and characteristics of

those who do switch can provide important insights into the

effectiveness of competition.

In this context, price is found to be a strong determinant

of switching behavior, as it is in many other markets.

Relative premium increases were associated with a higher

likelihood of switching. Price responsiveness may be

considered an important requirement for proper function-

ing health insurance markets. As noted by Lako [4], ‘‘when

price fails to influence consumer switching behavior it can

be very frustrating for policy-makers who strive to design

health systems that encourage critical consumer behavior’’.

Evidence would also suggest that younger policyholders

are more price sensitive than older policyholders. The

finding that longer lengths of VHI cover were negatively

associated with switching may point towards a degree of

status quo bias in the Irish market. Moreover, switchers

appear to be low risk. Switching was negatively associated

with age and health status (measured in terms of healthcare

utilization). Similar associations have been previously

reported [7, 9, 16, 31, 33].

The fact that younger and healthier consumers are

thought to face lower switching costs may help explain

some of these associations. Furthermore, price competition

is beneficial to the extent that it is a product of efficient

behavior by insurers. However, these switching dynamics

can also be influenced by risk selecting behavior on the part

of insurers. For example, poor (or the absence of) risk

equalization may incentivize insurers to focus their atten-

tion on attracting low (profitable) risks. Furthermore,

insurers with a low risk profile may be able to charge lower

community-rated premiums than competitors with a higher

risk profile and consequently exploit the higher price sen-

sitivity of low risks to further attract favorable risks. In this

context, commentators have previously suggested that

newer insurers in the Irish market may have engaged in a

‘price-shadowing’ strategy, setting their price marginally

below that of the incumbent, VHI, in order to attract a

favorable risk profile [26, 27, 36].

Robust risk equalization is therefore need to support

community rating and limit incentives for risk selection.

However, while successive iterations of risk equalization

have reduced cost differentials between stayers and

switchers substantially, they have not been eliminated

completely. Further improvements to risk equalization

design may therefore be warranted. In this context, one

way to better capture the variation in costs between

Table 3 Regression results determining switching behavior (renew = 0, switch = 1)

Single-person policies Multiple-person policies Total policies

Variablesa Odds ratio (95 % CI) Odds ratio (95 % CI) Odds ratio (95 % CI)

Ageb 0.971*** (0.965–0.977) 0.972*** (0.967–0.978) 0.971*** (0.967–0.976)

Male (ref = female)b 1.047 (0.973–1.126) 1.144*** (1.050–1.246) 1.108*** (1.045–1.174)

Married (ref = not married)b 1.183 (0.946–1.480) 1.317*** (1.225–1.41) 1.301*** (1.209–1.400)

Child(ren) on policy 1.041 (0.829–1.308) 0.981 (0.784–1.228)

Student(s) on policy 2.572*** (1.529–4.326) 0.908 (0.735–1.121) 0.962 (0.788–1.173)

Duration (years) with VHIb 0.972*** (0.963–0.981) 0.973*** (0.964–0.982) 0.973*** (0.964–0.981)

Cover level (ref = level 2)

Level 1 1.033 (0.710–1.504) 0.748 (0.404–1.383) 0.908 (0.594–1.388)

Level 3 0.693* (0.450–1.066) 0.734 (0.430–1.254) 0.712 (0.442–1.144)

Average LOSc 0.976*** (0.963–0.989) 0.981*** (0.970–0.922) 0.977*** (0.969–0.986)

Relative price change (%) 1.05*** (1.028–1.073) 1.054*** (1.027–1.082) 1.052*** (1.028–1.075)

Multiple-person policy 1.413*** (1.279–1.562)

Constant 0.222*** (0.173–0.285) 0.225*** (0.157–0.321) 0.196*** (0.159–0.241)

Pseudo R2 (%) 5.7 4.9 5.6

Switch (%) 3.1 4.5 3.8

* p\ 0.1, ** p\ 0.05, *** p\ 0.01
a Not included in table are month-of-renewal/switch-specific and region of residence-specific intercepts
b Relates to description of main policyholder, where applicable
c Alternative regressions (not shown) using claims expenditure (€ 000 s) as a different measure of utilization produced similar results

10 As discussed, this rate relates to the policy level, not the individual

level.
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consumers may be the introduction of a diagnosis-based

risk-adjuster. Evidence from other countries suggests that

the inclusion of a diagnosis-based risk-adjuster was able to

eliminate the favorable risk profile of switchers [23, 24]. In

addition, the substitution of the current utilization-based

hospital night risk-adjuster could also potentially improve

efficiency incentives as reimbursement would not be tied

directly to length of hospital stay. However, research is

needed into the feasibility of introducing diagnosis-based

risk adjustment in the Irish PHI market before clear rec-

ommendations can be made.

Limitations

In the context of the above discussion, it is important to

highlight some limitations of this analysis. Although VHI

is by far the largest insurer in the market (both in terms of

market share and claims payout), generalizing any results

must be done with caution, as VHI has a worse risk profile

than the overall market [37]. Secondly, whether a policy

was flagged as switching to a competitor was based on

voluntary information provided by the departing policy-

holder; consequently, there may be some under-represen-

tation of switchers in this analysis. Thirdly, the

administrative nature of the data limited the number of

potentially relevant variables at our disposal. Particularly,

it was not possible to examine the effect of quality on

switching behavior. In addition, we could not account for

the effect of variables such as education, which raises

potential concerns over omitted-variable bias [38]. Finally,

this study focused exclusively on switchers out of VHI as

there was relatively less information available on those
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Fig. 1 a Predicted probability of switching broken down by different

levels of age and relative premium increases for total policies. Error

bars indicate 95 % confidence intervals. b Predicted probability of

switching broken down by different levels of average LOS [for those

admitted to hospital, average LOS was 2.8 days (median = 1 day;

interquartile range = 2 days)] and relative premium increases for

total policies. Error bars indicate 95 % confidence intervals

Fig. 2 Unadjusted and risk-adjusted differentials in average costs

(with CI 95 %) between switchers and stayers for single-person and

multiple-person policies. Risk-adjusted costs for stayers (switchers)

are calculated as actual average cost for stayers (switchers) ? aver-

age levy paid by stayers (switchers) - the average risk equalization

payment attributable to stayers (switchers). Age data were only

available for policyholder and spouse (if applicable), therefore it was

not possible to include plans with[=2 adults that were not married

(approx. 3.1 % of policies). RE Scheme 1 relates to credits and levies

applicable between 01/03/2013 and 28/02/2014. RE Scheme 2 relates

to credits and levies applicable since 01/03/2014
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joining. In addition to addressing the above limitations,

future research should be cognizant of the need for longi-

tudinal analysis to study the robustness of these effects

over time.

Conclusions

Internationally, there is a lack of empirical research on

consumer mobility in competitive PHI markets. Particu-

larly, though a competitive health insurance market in

Ireland has been in existence for close to two decades, this

is the first detailed analysis of the determinants of con-

sumer switching. A significant finding is that consumers

are price sensitive, which is an important requirement of a

well-functioning market. The young and the healthy are

both more likely to switch insurers, while the young par-

ticularly are more price sensitive than the old. From a

demand-side perspective, these associations may be related

to low risks facing lower search and switching costs.

However, while successive iterations of risk equalization

have appeared to largely equalize costs between switchers

and stayers, there may be some residual incentives for in-

surer risk selection still present in the market. In order to

support community rating and deter risk selection, research

is required into how risk equalization in Ireland can be

improved.
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