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ACAView's Second Report on the
Affordable Care Act

The year 2014 brought great changes to American health care as
implementation of the Affordable Care Act continued and ifs central
provisions on coverage expansion took effect. Millions of people
have gained coverage through the new health care marketplaces
and through the expansion of Medicaid eligibility in many states.
The impact and complexity of the ACA make it essential to monitor
its effects on care delivery. The need to track the effects of the ACA
becomes even greater as Americans debate potential changes to
the law and its implementation that could result from different state
approaches to Medicaid expansion, court challenges, and legislative
measures from Congress.

The impact and complexity
of the ACA make it essential

to monitor its effects on
care delivery.

ACAView is a joint effort between the Robert Wood Johnson
Foundation and athenahealth, a cloud-based health care technology
and services company. Because athenahealth is cloud-based, we
can analyze and report rapidly on how the ACA is affecting physician
practices. For this report, we looked af the following questions:

1. With roughly 10 million newly insured individuals in 2014,
are physicians seeing more new patients in their practices?

2. Did new patients have greater health needs in 2014 than in
the paste

3. What percentage of patients who were uninsured in 2013
obtained insurance in 20142

4. To what extent did the ACA bring new coverage to patients
of different agese

5. How did the ACA change the insurance coverage of patients
seen in providers' practices in 20142

February 25, 2015

Summary of Findings

The following is a summary of our findings based on analysis of the
ACAView sample of nearly 16,000 health care providers.

New-patient volumes

1. Concerns that physicians would be overwhelmed by new
patients have not been borne out.

Prior to health care reform, some commentators expressed concern
that physicians and other providers might be overwhelmed by new
patients. This has not occurred. The proportion of new-patient visits to
primary-care providers increased very slightly, from 22.6 percent in
2013 to 22.9 percent in 2014." (See page 7

2. Although the proportion of visits from new patients
increased only slightly, providers are conducting a higher
proportion of more comprehensive patient evaluations.

Although providers are not seeing a materially higher proportion

of new patients, they are more likely to conduct comprehensive
new-patient assessments. The proportion of visits for comprehensive
evaluation and management of new patients, including taking a
patient history, conducting a physical exam and making medical
decisions, increased from 6.7 percent in 2013 to 7.0 percent in 2014,
a relative increase of 4.5 percent. (See page 7))

3. New patients visiting physician offices in 2014 were not
sicker or more complex than in 2013.

We found no evidence that patient complexity increased in 2014:
physician work intensity per visit remained flat, diagnoses per visit
increased slightly, and the percentage of visits with high-complexity
evaluation and management codes actually decreased slightly.
Primary care providers are seeing a higher proportion of patients with
diagnosed mental disorders, but this appears to reflect a continuing
frend that predated coverage expansion. (See pages 7-8.)

! New-patient visits are defined as those where an individual has not seen a given provider in at least two years.
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Increased Insurance Coverage

4. From the physician perspective, the proportion of patient
visits by uninsured individuals has fallen much more in
expansion states than in non-expansion states.

As a result of the 2012 Supreme Court decision on the constitutionality
of the ACA, states may elect whether or not to increase the number
of individuals who qualify for Medicaid. About half the states elected
to do so, while the others generally maintained their approaches to
Medicaid eligibility. The numbers of uninsured patients have fallen
much more precipitously in expansion states than in non-expansion
states. From 2013 to 2014, the proportion of visits by uninsured
patients in Medicaid expansion states fell from 4.6 percent to 2.8
percent, a relative decrease of 39 percent. In the non-expansion
states, the proportion of visits by uninsured patients fell from 7.0
percent to 6.2 percent, a decrease of only 11 percent. (See page 9))

5. The ACA has dramatically benefited uninsured individuals
with stable provider relationships, particularly in expansion
states.

We analyzed data for 100,000 patients with stable physician
relationships who were uninsured for at least part of 2012-2014.
The proportion of these individuals who obtained insurance after
ACA implementation increased dramatically and much more in the
expansion states (from 34.8 percent to 57 percent) than in non-
expansion states (from 27.8 percent to 36.5 percent). (See page 9.)

6. Prior to coverage expansion, fewer uninsured adults in
older age brackets obtained insurance; the ACA has all but
eliminated these age disparities.

In 2013, adult patients between 35 and 64 were significantly less
likely to obtain insurance compared with those between 18 and 34.
With coverage expansion, these age differences have largely
disappeared, particularly in the Medicaid-expansion states.
(See page 10.)

February 25, 2015

Changing Payer Mix

7. Coverage expansion has changed the payer mix in
physician practices, boosting the proportion of Medicaid
patients in the Medicaid-expansion states and increasing
the share of commercially insured patients in the non-
expansion states.

The ACA has changed physician payer mix substantially. In non-
expansion states, the proportion of visits from commercially insured
patients increased from 72.0 percent to /4.0 percent. In expansion
states, the proportion of visits from Medicaid patients rose from 12.8
percent fo 15.6 percent. (See page 11.)

8. Although Medicaid enrollment increased in non-expansion
states, Medicaid patient volumes in these states are actually
declining.

Under the ACA, the number of individuals enrolled in Medicaid
increased by1.5 million in non-expansion states despite the fact that
eligibility criteria remained relatively constant.? This is likely due to the
fact that publicity around the ACA encouraged qualified individuals
fo obtain Medicaid coverage they had not previously applied for.
Despite this increased Medicaid coverage, the number of Medicaid
enrollees seen in physician offices in non-expansion states actually
decreased by 10.8 percent. (See page 11.)

9. The increase in Medicaid utilization in expansion states
occurred very quickly, with a substantial uptick occurring
within three months of ACA implementation.

Physician payer mix® tends to be extremely stable over time.

In expansion states, however, the proportion of visits with Medicaid
patients spiked quickly, from 12.2 percent in December 2013 to 15
percentin March 2014. Medicaid mix peaked at 16.7 percent of
all visits in September. (See page 11.)

10. A small but increasing number of patients switched from
commercial insurance coverage to Medicaid.

In the Medicaid expansion states, 1.1 percent of individuals with
commercial coverage switched to Medicaid from 2012 to 2013. This
number increased to 1.8 percent between 2013 and 2014, a significant
increase in relative terms. This increase in switching from commercial
fo Medicaid coverage could reflect both individuals who lost their
jobs and low-income workers who chose Medicaid to avoid premium
contributions and to reduce their out-of-pocket costs. (See page 12.)

2 Kaiser Family Foundation, Total Monthly Medicaid and CHIP Enrollment, http:/ /kff.org/health-reform/state-indicator/total-monthly-medicaid-and-chip-enrollment/#, accessed 9 February 2015.
3 Physician payer mix refers to the proportion of patients with parficular types of insurance coverage as a percentage of all visits.
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About ACAView

ACAView is a joint inifiative of the Robert Wood Johnson Foundation
(RWIF) and athenaResearch, a department of athenahealth. RWIF is
the nation’s largest foundation focused solely on improving health
and health care. athenahealth is a health care information technology
and services company serving more than 62,000 providers in
approximately 100 specialties across the country.

The ACAView initiative provides researchers, policymakers, and the
public with regular updates on how the Affordable Care Act (ACA)
is affecting provider practices. We focus on the ACA’s goal of
increasing insurance coverage through expanding Medicaid eligibility
and providing affordable commercial insurance through federal
subsidies on new health insurance marketplaces. ACAView uses data
aggregated from athenahealth’s ambulatory-care software platform,
a cloud-based system for managing patient health records, billing
and communication. athenahealth data offers near real time visibility
into patient demographics, clinical services and practice economics.
athenahealth's data represents actual patient-provider encounters,
and therefore provides greater precision and a larger range of
metrics than self-reported surveys permit.

Ovur first report, which was published in July 2014, provided an
early description of changes in insurance and health status following
implementation of the ACA.* This second report covers data
through 2014. We will continue to publish regular reports as
changes in the health care system become more apparent.
athenahealth is also providing monthly updates to RWIJF, and
additional information is available on the RWIF website and

on CloudView, an athenahealth blog.®

February 25, 2015

Sample Overview

ACAView fracks provider activity among practice locations that have
used athenahealth’s cloud-based software continuously since af least
December 31, 2010. Comparing data over fime within a single practice
cohort allows us to capture shifts in patient demographics, practice
patterns and payer policies.

The practices reported in the ACAView metrics, a subset of all
practices in athenahealth’s database, include roughly 15,000
providers. Approximately 35 percent are primary-care providers,
7 percent are pediatricians, 7 percent are obstetricians or
gynecologists, with the remainder distributed across various
specialties. (See Figure 1 for more detailed data on the providers,
patients and encounters in the research sample.)

Relative to the nation’s practitioners as a whole, the ACAView cohort
has fewer solo practices and more practices with 10 or more
physicians, as well as a higher proportion in the South and a smaller
proportion in the West. Most of the physicians in the sample are
community practitioners, rather than affiliates of academic medical
centers. Our sample does not include visits to emergency departments
or inpatient seftings. The appendix fo this report includes a more detailed
comparison of the ACAView sample to selected national benchmarks.

“ Available for download at http://www.rwif.org/content/dam/farm/reports /issue_briefs /2014 /rwif414550.
> Reports and blog posts online at http:/ /www.rwif.org/en/research-publications/find-rwjf-research/2014,/03 /athenahealth.html and at http:/ /www.athenahealth.com/blog/.
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Figure 1. Research Sample’
Average Annual Number of Providers, Patients and Encounters for the Period 2013-2014

15.7K

Providers

Primary Care

Patients?

Pediatrics

%Encounters

Surgery  Other

! Practices active before 2011
2 Unique patients cannot be summed across specialties, since patients may see providers in multiple specialties

New-Patient Volumes

1. Concerns that physicians would be overwhelmed by new
patients have not been borne out.

The ACA was intended to dramatically reduce the number of
individuals without health insurance so as to improve their health
oufcomes. In the run-up to coverage expansion, some commentators
expressed concern that physicians’ offices would be overwhelmed
by the demand for visits by newly insured patients.® As we explore
below, these concerns did not materialize in the first year of
coverage expansion. In fact, the number of new patients that doctors
are seeing has increased only slightly.

We analyzed two measures of patient access to physician services.
The first is the proportion of all patient visits accounted for by new
patients. We define a new patient as one who has not seen a given
provider in at least two years. We carry the new-patient designation
through the year; a patient who satisfied our new-patient criteria in
January 2013, for example, is considered new through all of 2013
This definition allows us to measure the proportion of total physician
work devoted o new patients over the course of the year.

Although millions of people have gained insurance, providers have
not seen an overwhelming influx of new patients. Figure 2 shows that
the proportions of visits from new patients for five physician categories
did not change appreciably from 2013 to 2014. For example, PCPs
had 22.6 percent of their visits from new patients in 2013 and 22.9
percent in 2014. Similarly, small increases were evident for pediafricians
and surgeons, while the proportion of new-patient visits was flat for
OB/GYNS and declined slightly for other medical specialists.

There are several possible explanations for this small increase in

the proportion of visits by new patients. Approximately 10 million
individuals gained coverage in 2014, representing about 3 percent
of the U.S. population. Some of these newly insured individuals
already had established provider relationships, even without
insurance, so would not be counted as new patients. Many others
might not have needed to visit a physician after getting coverage or
might have sought care in an emergency department. As a result, the
overall proportion of new patients visiting PCPs in 2014 might be
expected fo be modest. In addition, the small increase in new-patient
visits could be partly explained by some practices not accepting new
patients or not belonging to networks affiliated with plans offered
through the exchanges.

¢ See, for example, a study from the Kaiser Family Foundation stating that pent-up demand would strain the primary care health system (https:/ /kaiserfamilyfoundation files.wordpress com/2013/01/8161.
pdf) and from the U.S. Health Resources and Services Administration, warning that shortages of PCPs would be aggravated by new ACA coverage (http://bhpr.hrsa.gov,/healthworkforce /supplydemand /

usworkforce/primarycare /projectingprimarycare.pdf).
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3. New patients visiting physician offices in 2014 were not

Figure 2. Proportion of Visits From New Patients, . .
sicker or more complex than in 2013.

by Specialty Category

On a variety of measures, new patienfs visiting physician offices in
2014 do not appear to be sicker or more complex than new patients

40% 2013 2014 in 2013. Results on patient complexity and required work effort appear
in Figure 4 below. Work RVUs per patient visit (a measure of provider
30 effort that takes into account the time, skill and intensity required in
different procedures) remained constant; diagnoses per visit increased
from 2.0 10 2.1; and the number of "high complexity” evaluation and
20 management codes actually declined from 8.0 percent to 7.5 percent
for all visits.®
10
Figure 3. Proportion of Visits with New-Patient E&M Code
2013 vs. 2014
0 @ 2013 e==2014
- 8%
PCP Pediatrics OB/GYN Surgery Other
Sample: Over 58 million visits to practices active on the athenahealth network before 2011 7%
Source: athenaResearch ’N/_/__\
6%
5%
2. Although the proportion of visits from new patients
increased only slightly, providers are conducting a higher 4%
proportion of more comprehensive patient evaluations. -
While physicians are not seeing much greater numbers of new patients, 2%

there is some indication they are conducting more comprehensive
assessments for the new patients they do see. Our second measure of
new-patient volumes uses billing codes for evaluation and management 0%

(E&M) services. For this more stringent definition of new patients, we Jon Feb Mar Aor May Jum Jul Ava Seo Oct Nov Dec
counted poﬁenfs as new if their visit was recorded with the procedure Sample: Over 58 million visits to practices active on the athenahealth network before 2011
codes indicating a new-patient E&M visit. ” These new-patient Source: athenaResearch

procedure codes are recorded for patients who have not seen a given
provider or a provider with the same specialty in a particular practice
in at least three years. The visit must also include a patient history,

1%

Figure 4. Work Intensity Metrics for

a physmgl exanm, gnd meo“col de-C\5|Aon—mol'<|-ngA. Th\s‘deﬂmho-n ‘of New Patients 2013 vs. 2014

new-patient visits is more likely fo indicate visits in which physicians

are beginning a new patient relationship rather than merely treating 2013 2014

symptoms for patients they have not seen before. Work RVU Diagnoses % visits with high
per Visit per Visit complexity E&M code

For these reasons, the numbers of these new-patient E&M visits are

much smaller than the numbers of new-patient visits under our first 2.3 8.0%
definition. Figure 3 shows physicians using new-patient E&M codes 2.3 7.5%

at a higher rate in 2014 compared to 2013. In 2014, new patient

E&M codes were used in 7.0 percent of all visits, Compcred to 6.7 Sample: Over 17 million visits to practices active on the athenahealth network before 2011

. - . S - athenaR h
percent in 2013, a relative increase of 4.5 percent. A potential ovies alenarEseare

implication is that the ACA may have increased the rate at which
physicians are establishing new relationships with patients.

7 Under this definition, new-patient visits were those with CPT codes of 92002, 92004, 99201-99205, 99321-99328, 99331-99345, or 99381-99387.
8 We define high-complexity E&M encounters as those with claims billing for CPT codes that are valued more highly within a cluster of E&M codes. For example, within the group of E&M codes 99211-
99215, we classify the codes 99214 and 99215 as high complexity.

Robert Wood Johnson \"Iathenaheolth
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The data also shows no consistent evidence of an increase in the
proportion of patients with chronic disease treated by providers.
Figure 5 shows rates of chronic illness recorded in visits to primary
care providers among adults (ages18-64) - the group most likely to
be affected by the ACA. The changes in chronic disease rates have
been modest and inconsistent over the three-year period, 2012-
2014. An exception is mental disorders, which increased between
2013 and 2014, and are discussed below.

Figure 5. Proportion of Adult (18-64) PCP Visits with
Chronic Disease Diagnoses”

2012 2013 2014

Diabetes Q.2% Q.3% Q1%

At e 17.5% 17.5% 17.5%
Pressure

ChoT;g:erol 12.3% 12.3% 11.7%

D'?gs’r‘;:'rs 11.2% 11.9% 12.4%

*|CD-Q Codes Diabetes: 250; High BP: 401-405; High Cholesterol: 272.0, 272.2, 272 4;
Mental Disorders: 290-319
Sample: Over 14 million visits to practices active on the athenahealth network before 2011
Source: athenaResearch

Examining diagnoses separately for new and established patients
further supports the conclusion that new patients were no sicker in
2014 than in 2013. Among the adults who were established patients
in 2013 and 2014, the rates of diabetes and of high cholesterol fell,
the rate of high blood pressure was virtually unchanged, and the
rate of mental disorders rose (see Figure 6). Among these adults who
were new patients, the rates followed a similar pattern, falling for
diabetes and high cholesterol, steady for high blood pressure, and
rising for mental disorders. The changes among the new patients,
however, were smaller than those among established patients.
Overall the data on visit intensity and chronic disease rafes suggests
that physician offices have not been overwhelmed by previously
underserved patients with significant health needs.

The data shows a contrasting increase in patients with mental disorders,
which include a wide range of diagnoses for mental illness and
substance abuse disorders. New adult patients showed an increase of
2.7 percent in the diagnosis of mental disorders. But in the practices we
are fracking, the prevalence of mental health diagnoses also increased
for established patients. And the increase in the proportion of mental
health visits was also evident in 2012-2013, before coverage expansion
went info effect (Figure 5).

Robert Wood Johns;n Vs athenahealth
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Figure 6. Chronic Disease Rates*
PCP Visits for Adults 18-64

2013 2014 % Change
BE o 9 9 2%
w Diabetes 10.3% 10.0% 1%
TZ
®
7 £ High Blood e 19.0% 0.2%
< o Pressure
n
'-'-‘ High 14.2% 13.5% 5.5%
Cholesterol
Mental 12.4% 12.9% 43%
Disorder
U) .
E B Diabetes — 6.6% 6.6% |-1.0%
Zw
:: H|gF},1 Blood 13.4% 13.3% oo
a ressure
High f5o0 oo .
Cholesterol 270 470 -1.4%
Mental .
Disorder 10.6% 10.9% 2.7%

* Percentage of encounters with diagnosis
Sample: Over 14 million visits fo practices active on the athenahealth network before 2011
Source: athenaResearch

Increased Insurance Coverage

4. From the physician perspective, the proportion of patient
visits by uninsured individuals has fallen much more in
expansion states than in non-expansion states.

Although providers are not seeing many more new patients, their
patients are less likely to be uninsured. The share of visits from uninsured
patients fell in both Medicaid-expansion and non-expansion states,
but much more steeply in the expansion states.

The states that have expanded Medicaid coverage include California,
llinois, Michigan, Neew York and a number of less populous states.
The stafes that have not expanded Medicaid include Florida, North
Caroling, Pennsylvania, Texas, Virginia and others. See the Appendix
for a full list of the Medicaid-expansion and non-expansion stafes.

The proportion of visits from uninsured patients fell more sharply in the
Medicaid-expansion states than in the non-expansion states. Figure
7 provides data for 2013 and 2014 on the proportions of visits to
primary care providers (PCPs) that were made by uninsured patients
in both the Medicaid-expansion states and the non-expansion states.
For patients in the latter states, the proportion of uninsured visits fell
from 7.0 percentin 2013 to 6.2 percentin 2014, a drop of 11 percent
in relafive terms. Among patients in the Medicaid-expansion states,
the proportion of uninsured visits fell more sharply and from a lower
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base, dropping from 4.6 percent to 2.8 percent, a relative decline

of 39 percent. These different declines may be the result of broader
Medicaid coverage and more positive publicity around new enrollment
options in the expansion stafes.

Figure 7. Uninsured Visit %" for Adult (18-64) PCP Visits,

Medicaid Expansion States vs Non-Expansion Stafes

2013 2014

Uninsured
Visit %

Year-over-year
% Point Change

Non-Expansion

States -0.8%

Expansion 4.6%

Sample: Over 25 million visits to practices acfive on the athenahealth network before 2011
Source: athenaResearch

5. The ACA has dramatically benefited uninsured
individuals with stable provider relationships, particularly
in expansion states.

This section looks at individuals who were uninsured for part of the
2012-2014 time periods and had physician visits in at least two of
those three years. Although these individuals were uninsured, our
data indicates that they had stable provider relationships. Looking at
the proportions of patients in 2013 and 2014 who gained insurance
after being uninsured the previous year, we find impressively high
proportions of the uninsured gaining coverage. Figure 8 shows that in
non-expansion states, 27.8 percent of patients who were uninsured in
2012 obtained insurance in 2013; with the ACA, this number increased
to 36.5 percent between 2013 and 2014. In the expansion states,
the proportion of these patients acquiring insurance increased from
34.8 percent between 2012 and 2013 to 57 percent between 2013
and 2014.

We caution readers on extrapolating from this data to the entire
uninsured population. These findings were based on a sample

of about 100,000 patients in fairly stable provider relationships.
Their experience may therefore not be representative of the uninsured
in the country as a whole.
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Figure 8. Proportion of Uninsured Patients” Gaining
Coverage, by Type, in Subsequent Year

80% 2013 2014

60%

40%

20%

0%

Non-Expansion States

Expansion States

*18-64 Years Old
Sample: Approximately 100K Patients per year, practices active on the
athenahealth network before 2011
Source: athenaResearch

Most of the patients who gained insurance did so by gaining
commercial or Medicaid coverage. Figure @ shows that in the
non-expansion staftes a large share of those who had been uninsured
one year gained coverage through commercial insurance (in 2014,
271 percent) and very few through Medicaid (in 2014, 4.0 percent).
By contrast, in the expansion states, larger shares of those who had
been uninsured in one year gained insurance the next year via
Medicaid: in 2014, 20.2 percent of those who had been uninsured
in 2013 gained coverage through Medicaid.

Figure 9. Proportion of Medicaid and Commercially
Insured Patients, Adults” Previously Uninsured

2013 2014 Non-Expansion

States

Expansion
States

¢ . 18.0% 19.8%
ommercial
271%
Medicaid 4.2% 8.3%
20.2%
*18-64 Years Old

4.0%
Sample: Approximately 100K patients per year, practices active
on the athenahealth network before 2011
Source: athenaResearch
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Figure 10. Proportion of Adult* PCP Patients Uninsured in the Prior Year Who Gained Insurance in 2013 and 2014,
By Gender and Age Groups

2014 Female
41.7% 37.5%
— o 33.7%
—
Non-Expansion —
States 36.4%
32.4%
25.8%
63.7%
— .
— —
Expansion
States 50.6%
42.5%
35.4%
18-25 26-34 35-49

38.4%

26.5%

58.3%

31.6%

50-64

Male
39.4% 38.1%
33.2% 33.1%
[ | —
— —
32.2%
? 27.0% 26.0% 28.3%
59.3%
° 55.0% 54.2% 56.0%
I [ I
38.6%
34.6% 321% 32.6%
18-25 26-34 35-49 50-64

*18-64 Years Old
Sample: Approximately 100K patients per year, practices acfive on the athenahealth network before 2011
Source: athenaResearch

6. Prior to coverage expansion, fewer uninsured adults in
older age brackets obtained insurance; the ACA has all but
eliminated these age disparities.

The varied effects on coverage expansion for different demographic
groups merit special attention. Figure 10 shows the proportion of
patients gaining insurance in 2013 and 2014 for four major age groups
among men and women in the expansion states and non-expansion
states. Again, the data describes patients that were uninsured for part
of the period 2012-2014 and who visited providers in two of those
three years.

For all four major demographic groups (men and women in the
expansion sfates and non-expansion states) the proportion of patients
gaining insurance is higher in every age group from 2013 to 2014.
For example, 50.6 percent of women aged 18-25 in expansion
states who did not have insurance in 2012 gained insurance in 2013,
compared with 63.7 percent in 2014. The proportion gaining insurance
rose for all 16 demographic groups shown in Figure 10. Men in the
expansion states also showed substantially larger gains in 2014.

For example the proportion of men aged 50-64 gaining insurance
increased from 32.6 percent in 2013 to 56.0 percent in 2014,

The data also indicates an important shift between 2013 and 2014
in the pattern of gaining insurance across age groups. The four major
demographic groups in 2013 show lower rates of gaining insurance
among the older age groups. The declining rates of gaining insurance

Robert Wood Johnson \"Iathenaheolth
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at older ages was especially pronounced among women. For example,
in 2013 36.4 percent of the women aged 18-25 in the non-expansion
states gained insurance after being uninsured in 2012, while only 26.5
percent of the women aged 50-64 did so.

Looking at the same data for 2014 shows a much different pattern.
The rafes at which people gained insurance no longer seem to vary
consistently by age: the rates are nearly flat across the age groups
for women in the expansion states and fall only moderately for
women in the non-expansion states. Among men, the rafes across the
age groups in 2014 appear fo rise moderately. It appears that the
ACA is changing the lower rates of insurance coverage acquisition
among older adults.

Changing Payer Mix

7. Coverage expansion has changed the payer mix in
physician practices, boosting the proportion of Medicaid
patients in the Medicaid-expansion states and increasing
the share of commercially-insured patients in the non-
expansion states.

In addition to the reductions in visits by uninsured patients, providers
are also seeing significant shifts in the proportion of commercial and
Medicaid patients that they see. Figure 11 summarizes payer mix

10



View: Observations on the Affordable Care Act: 2014

February 25, 2015

Figure 11. Payer Mix for Adult (18-64) PCP Visits
Medicaid Expansion States vs Non-Expansion States

2013 2014 PAYER MIX (VISITS 000s)

NON-EXPANSION

72.0% (2,021)
74.0% (2,037)
Bl 1.2% (314)
Il 0.8% 298)

0,
Medicaid 6.6% (185)
6.0% (165)

EXPANSION

Commercial

B 9-2% (389)
Il 5.0% (382)

12.8% (543)
15.6% (662)

Medicare

4.6% (195)

. 7.0% (198)
Uninsured
2.8% (120)

6.2% (170)

Other

' 3.2% (91) ' 41% (175)

3.0% (84) 3.4% (144)

69.3% (2,939)
69.1% (2.929)

YEAR OVER YEAR PERCENTAGE POINT CHANGE

NON-EXPANSION EXPANSION
] 2.0% -0.2% I
-0.3% . -o.2%|

2.8%

-0.6% .
-0.9% -

-0.2% I

-0.7% .

Sample: Over 14 million visits to practices active on the athenahealth network before 2011
Source: athenaResearch

changes from 2013 to 2014 for PCPs providing over 14 million office
visits. The changes in the expansion states differ markedly from those
in the non-expansion states. Notably, PCPs in the expansion states
are seeing a higher proportion of visits by Medicaid patients,
reflecting the expanded number of Medicaid beneficiaries. PCPs in
the non-expansion states show a higher proportion of visits from
patients with commercial insurance and lower proportions of patients
with other insurance or no insurance.

The number of Medicaid-covered visits in our sample in the expansion
states increased from 12.8 percent of visits to PCPs to 15.6 percent
(from 543,000 to 662,000 visits). In the non-expansion states, the
major change was an increase in the proportion of commercially
insured patient visits, which increased from 72 percent to 74 percent.
The providers in these non-expansion states are likely seeing more
patients newly insured through the health care marketplaces.

8. Although Medicaid enrollment increased in non-
expansion states, Medicaid patient volumes in these states
are actually declining.

Providers in non-expansion states are seeing proportionally fewer
Medicaid patients. The proportion of provider visits made by
Medicaid patients in the non-expansion states actually declined from

6.6 percent to 6.0 percent between 2013 and 2014 (see Figure 11).
This decline is noteworthy, since the number of Medicaid patients
increased even in the non-expansion states by an estimated 1.5
million in 2014, as many people realized they were eligible for
Medicaid during a period of intensive media attention on health
insurance.” We speculate that providers in non-expansion states may
have prioritized seeing new patients with commercial coverage
obtained through the exchanges over patients who gained coverage

through Medicaid.

9. The increase in Medicaid utilization in expansion states
occurred very quickly, with a substantial uptick occurring
within three months of ACA implementation.

The timing of payer-mix changes, shown in Figure 12, provides useful
information about the speed at which the ACA brought changes to
physician offices. In Medicaid-expansion states, Medicaid case mix
increased remarkably quickly. Medicaid visits rose from 12.2 percent
percent of all primary care visits in December 2013 to 15 percent in
March 2014. Medicaid mix peaked at 16.7 percent of all visits in
September before declining to 15.5 percent in December. (Although
the decline in 2014 was somewhat more pronounced, Medicaid has
declined as a proportion of all visits in the fourth quarter in each of
the last three years in both expansion and non-expansion states.)

? Kaiser Family Foundation, Total Monthly Medicaid and CHIP Enrollment, http://kff.org/health-reform/state-indicator/total-monthly-medicaid-and-chip-enrollment/#, accessed 9 February 2015.
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Figure 12. Proportion of Adult (18-64) PCP Visits From Medicaid and Uninsured Patients

Medicaid Expansion States vs Non-Expansion States
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10. A small but increasing number of patients switched from

o . Figure 13. Medicaid Patients as a Proportion of
commercial insurance coverage to Medicaid. Commercially Insured in Prior Year

Lo L - . . 2013 2014
As Medicaid eligibility criteria are loosened in expansion states,

Medicaid may be an increasingly attractive option for low-income 110 G
workers. An employed individual who qualifies for Medicaid may
find it more attractive than commercial insurance, which typically 0.4% 0.5%

involves employee premium contribution, and significant copays and

deductibles. Medicaid programs do not require premium contributions,
and out-of-pocket obligations are very small or completely eliminated. Non-Expansion States Expansion States

*18-64 Years Old

Flgure 13 shows Medicaid is indeed OHFOCTIHQ a small but swgmﬂconﬂy Sample: Approximately 1.5M patients of practices active on the athenahealth network before 2011

increased share of commercially insured patients. In the non-expansion Source: athenaResearch

states, only 0.4 percent shifted to Medicaid in 2013 and 0.5 percent

in 2014. In contrast, a larger and faster-growing share of patients Ongoing ACA implementation will surely bring more changes to
shifted from commercial to Medicaid coverage in expansion states.  American health care in 2015. ACAView will continue to frack changes
In these states, 1.1 percent of commercially insured individuals in the number and health status of patients in 2015. We will also
switched to Medicaid in 2013 and 1.8 percent in 2014. continue fracking the number of uninsured patients and the shares of

patients with different payers.

Our plans for 2015, however, are not yet set in stone, and we welcome
your input. What aspects of change should ACAView focus on? We invite
readers to share their thoughts on how ACAView can be most useful.

Please email your thoughts on our current work and suggestions for
future efforts to Josh Gray at jogray@athenahealth.com.

Robert Wood Johnson \"Iathenaheolth
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Appendix

Medicaid Expansion Status, 2014

February 25, 2015

Expansion Non-Expansion

Robert Wood Johns;n

Foundation

Arizona

Arkansas

California

Colorado

Connecticut

Delaware

District of Columbia

Hawaii

Illinois

lowa
Kentucky
Maryland
Massachusetts
Michigan
Minnesota
Nevada

New Jersey
New Mexico
New York
North Dakota
Ohio

Oregon
Rhode Island
Vermont
Washington

West Virginia

Vsathenahealth

Alabama
Alaska

Florida
Georgia

Idaho

Indiana
Kansas
Louisiana
Maine
Mississippi
Missouri
Montana
Nebraska

New Hampshire
North Carolina
Oklahoma
Pennsylvania
South Carolina
South Dakota
Tennessee
Texas

Utah

Virginia
Wisconsin

Wyoming
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Athenahealth ACAView Practice Cohort vs. NAMCS

The following practice visit characteristics compare ACAView's sample with data from the National Ambulatory Medical Care Survey (NAMCS).
NAMCS is administered by the Centers for Disease Control and Prevention and provides an authoritative statistical profile of ambulatory medical
care in the United States. ACAView's sample is based on 30 million ambulatory visits to practices who have been on athenahealth’s network since
January 1, 2011. Given the similarity in distribution of patient demographics and ACAView's robust representation across provider demographic
segments, we believe our data provides a reliable reflection of community ambulatory practice patterns in the United States.

Office Visit Characteristics: Patient Demographics

Athenahealth ACAView Practices vs. NAMCS

AGE

INSURANCE

ACAView 2013’

15-24 8%
8%

NAMCS?

25-44 19%
20%
45-64 30%
31%

75+

Commercial 58%
63%

Medicare .

Medicare and Medicaid 5%
2%

Unisured 3%

4%

Workers' Compensation 2%
1%

GENDER

2. http:/ /www.cde.gov/nchs/data/ahcd /names_summary,/2010_namcs_web_tables.pdf

Robert Wood Johns;n

Foundation

Other 2%
6%

Medicaid or CHIP 10%
14%

Female 59%
60%

1: 30 million visits to practices active on the athenahealth network before 2011

Source: athenaResearch

Vsathenahealth

February 25, 2015

Office Visit Characteristics: Provider Demographics
Athenahealth ACAView Practices vs. NAMCS
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ACAView 2013"  NAMCS?

18%

32%

14%
12%

27%
25%

19%

—
]
3

22%
4%

=y

22%
20%

22%
22%

46%
38%

r
2
>

21%

88%
89%

1: 30 million visits to practices active on the athenahealth network before 2011
2. http:/ /www.cdc.gov,/nchs/data/ahcd,/names_summary,/2010_namcs_web_tables.pdf
Source: athenaResearch
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Introduction

While there is good news in terms of coverage, too many Californians struggle to find access to health care.
This is particularly true of those with the greatest need: One in two adults who report they are in fair or

poor health delayed care in the past 12 months due to cost.

Survey Says: Californians’ Perspectives on Health Care describes findings from a 2014 poll of California
adults, which asked about health insurance coverage, access to care, cost and affordability, use of health

information technology, and data on care quality.

KEY FINDINGS INCLUDE:

» More than half of adults with the greatest need — those reporting fair or poor health —

delayed care in the past 12 months due to cost.

 Finding health care providers who accept Medi-Cal was challenging. One in five enrollees (21%)

reported difficulty finding a primary care physician who accepted Medi-Cal.

» Among adults who needed to see a specialist, those in fair or poor health were more likely

to have difficulty getting an appointment than those in excellent or very good health

(43% vs. 17%).

e In 2014, 40% of adults delayed care in the previous 12 months due to costs.

Consumer Perspectives

Health Care Coverage .................. 3
AccesstoCare. .....oooiiiiiiiii 8
Costs and Affordability.................. 20
Health IT. ... 22
Transparency: Quality and Costs.......... 26
Methodology........................... 35
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Health Insurance Deductibles
California, 2014

Does your health insurance plan have a deductible?
Base: Insured adults (n=1,317)

Note: A deductible is the amount the insured pays for health care services before the health insurance begins to pay.

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Health Care Coverage

Forty-four percent of insured
Californians said their plan had a
deductible. About one in six did

not know if they had a deductible.
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Plan Coverage of Prescription Medication and Copayments

California, 2014

Does your health insurance plan cover prescription medications?
Base: Insured adults (n=1,317)

Note: Segments may not add to 100% due to rounding.

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

What is your typical copayment

for a prescription?

Base: Insured adults with Rx coverage
(n=1,135)

$1to $5
15%

$6t0$10
>$20 19%
9%

$1110 %20
16%

Consumer Perspectives
Health Care Coverage

Most insured adults (85%) said
their plan covered prescription
medications. Nearly one-third
(31%) of those with this coverage
did not know their copayment

amount.
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Doctor Visit Copayments
(alifornia, 2014

What is your typical copayment for a reqular doctor visit?
Base: Insured adults with doctor visit copay (n=1,317)

Not Sure/
Refused*
21%

>$30
10%

YARGCEE
16%

*Includes 20% of respondents reporting “not sure”and 1% who refused to answer.

$1to $10
11%

$11to $20
25%

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Health Care Coverage

One in four insured adults said
their copayment was more than
§20 for doctor visits. One in five

was unsure of their copayment.
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Health Insurance Costs, Overall and by Payer

(alifornia, 2014

In the past 12 months, have your health insurance costs such as premiums, copayments, or deductibles. ..

Base: Insured adults (n=1,317)

Stayed About
the Same
54%

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

RESPONDENTS SAYING “GONE UP" BY PAYER

Self-purchased

Employer-sponsored

38%
Medicare

27%

Consumer Perspectives
Health Care Coverage

More than one-quarter (28%) of
insured adults in California said
their insurance costs had gone up

in the past year.

Californians who purchased
private coverage on their own
were more likely than those
with employer-sponsored or
public insurance to report these

INCreases.
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Consumer Perspectives

Quality of Plan Benefits Over Past Year, Overall and by Payer et Core Goverge

(alifornia, 2014
Most insured Californians (68%)

In the past 12 months, have your health insurance benefits. .. reported that their plan benefits

Base: Insured adults (n=1,317)
stayed about the same over the

RESPONDENTS SAYING “GOTTEN WORSE”

Not BY PAYER past year. Thirteen percent said
Gotten =
ure

Self-purchased H 1
Better 2% their benefits worsened. More

] ] % GOtten Employer-sponsored

Worse people with self-purchased plans

Medicare

13% reported worsening benefits than

Medi-Cal

did those with employer-based

or public insurance,

Stayed About
the Same
63%

Source: California General Public Survey, conducted by PerryUndem Research and Communication.
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Source of Routine Medical Care, by Coverage Type

California, 2014

Where do you usually go when you need routine medical care, like a physical or a check-up?

Base: All adults (n=1,548)

0
o — 3%
2%
3%
— 1%

87%

Self- Employer-
purchased sponsored

Notes: Other includes emergency room, walk-in clinic, and somewhere else. Segments may not add to 100% due to rounding.

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

— 3%
— 4%
— 4%
— 1%

88%

Medicare

I Not Sure/Refused
B Other

B Community Clinic/
Public Hospital

I No Usual Place
B Doctor’s Office

Consumer Perspectives
Access to Care

More than one-quarter of
uninsured adults (27%) said
they did not have a usual place
to go for routine care. A similar
proportion (25%) said that they
got routine care at a community
clinic or public hospital. Medi-Cal
recipients and the uninsured
were least likely to get carein a

doctor’s office.

©2015 CALIFORNIA HEALTHCARE FOUNDATION



Source of Routine Medical Care, by Race/Ethnicity
California, 2014

Where do you usually go when you need routine medical care, like a physical or a check-up?
Base: All adults (n=1,548)

" Not Sure/Refused
M Other

B Community Clinic/
Public Hospital

M No Usual Place
B Doctor's Office

OVERALL White Asian African American* Latino

*The sample size among African Americans was small (n=99).
Note: Segments may not add to 100% due to rounding.

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Access to Care

Latinos were much more

likely than other ethnic groups
to receive routine care at a
community clinic and least likely

to receive care at a doctor’s office.
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Desired Source of Routine Medical Care, by Race/Ethnicity

(alifornia, 2014

If you could go anywhere for routine medical care, where would you want to go?

Base: All adults (n=1,548)

2%
1%
2%

2%
3%
3%

2%
1%

African American®

White

OVERALL

Asian

*Clinic at a store like Walmart or Rite Aid. See chart on page 11 for further breakdown of this care source.

1The sample size among African Americans was small (n=99).
Note: Segments may not add to 100% due to rounding.

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

" Not Sure/Refused
M Other

o @ Walk-in Clinic*

% W Emergency Room

B Community Clinic/
Public Hospital

B Doctor's Office

Latino

Consumer Perspectives
Access to Care

Most Californians reported a
preference to get routine care at
a doctor’s office (81%). Latinos
were more likely than other
ethnic groups to prefer care
from a community clinic or

hospital (15%).

©2015 CALIFORNIA HEALTHCARE FOUNDATION
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Retail Clinics, Likelihood of Use, by Service Type, and Actual Use

California, 2014

Some stores like Walmart and Rite Aid now have walk-in clinics you can go to without an appointment.

In the future, how likely would you be to use a clinic in a store for. ..
Base: All adults (n=1,548)

PERCENTAGE SAYING “SOMEWHAT LIKELY" OR “VERY LIKELY”"

Care outside your doctor’s normal business hours

OVERALL 32% l

Care when you can't get an appointment to see your regular doctor

30%

Care your regular doctor provides

22% i

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

M Self-purchased
B Employer-sponsored
™ Medicare
B Medi-Cal
Uninsured

Have you ever gotten care
at one of these clinics?

l—o Not Sure/
Refused

2%

Consumer Perspectives
Access to Care

Adults with Medicare were the
least likely to say they would
use retail clinics for care in the

future.

The vast majority of Californians
(92%) reported they had never

received care at a retail clinic.

©2015 CALIFORNIA HEALTHCARE FOUNDATION
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Difficulty Accessing Health Care, by Coverage Type
(alifornia, 2014

How easy or difficult is it to find primary care or reqular doctors nearby who accept your insurance?
Base: Insured adults (n=1,317)

PERCENTAGE SAYING “VERY DIFFICULT” OR “SOMEWHAT DIFFICULT"

M Self-purchased®

W Employer-sponsored
Primary Care W Medicare
B VediCal

OVERALL 13%

0,
Specialists

14%

14%

Mental Health

14%

Urgent Care
?

12%

*Small base for self-purchased (n=79).

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Access to Care

Adults with Medi-Cal were more
likely to report difficulty in finding
providers that accepted their
insurance than were adults with

other types of insurance,

©2015 CALIFORNIA HEALTHCARE FOUNDATION

12



Difficulty Getting Health Care, by Coverage Type
(alifornia, 2014

In the past 12 months, have you had difficulty getting...

Base: Insured adults who have needed to see a doctor (n=1,099), a specialist (n=809), get tests and procedures (n=1,028)

PERCENTAGE SAYING “YES”

M Self-purchased
An appointment with a regular doctor B Employer-sponsored

M Medicare

B Vedi-Cal

OVERALL 15%

An appointment with a specialist

All the tests or procedures you need

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Access to Care

Medi-Cal enrollees were more
likely to report difficulty getting
health care than those with other

types of coverage.

©2015 CALIFORNIA HEALTHCARE FOUNDATION
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Difficulty Getting Health Care, by Self-Perceived Health Status
(alifornia, 2014

In the past 12 months, have you had difficulty getting an appointment with a doctor or specialist or getting all the tests
or procedures you need?
Base: Insured adults who have needed a doctor (n=1,099), specialist (n=809), tests/procedures (n=1,028)

PERCENTAGE SAYING “YES”

M Primary Care Doctor M Specialist B Tests/Procedures

43%
28%
23%
20%
12%
10%

17%

22%
13%

OVERALL Excellent or Very Good Good Fair or Poor
Health Status

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Access to Care

Compared with those in good

or excellent health, adults in fair
or poor health were more likely
to report having a difficult time
getting an appointment with a
primary care doctor or specialist
when needed. The same was true
among those who needed a test

or procedure.

©2015 CALIFORNIA HEALTHCARE FOUNDATION
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Access to Evening and Weekend Appointments
California, 2014

Do you currently have access to...
Base: Insured adults (n=1,317)

Same-day appointments for urgent care

57% 15%

Evening doctor appointments

24%

Weekend doctor appointments

23%

Phone number to talk to a nurse or other medical professional

61% 18%

Health educator who could work with you to improve your health

37% 25%

Note: Segments may not add to 100% due to rounding.

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

M Yes B \o Not Sure

B Refused

]
=S

2%

B B
=S X

2%

Consumer Perspectives
Access to Care

About 4 in 10 insured adults
surveyed reported that they did
not have access to appointments
during evenings (42%) or
weekends (44%). A larger
proportion — about 6in 10
— had access to same-day
appointments for urgent care
(57%) and a phone number to
talk to a medical professional

(61%).

©2015 CALIFORNIA HEALTHCARE FOUNDATION
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Attitudes Toward Access-Related Issues, by Coverage Type

California, 2014

Do you agree or disagree with the following statements?
Base: All adults (n=1,548)

PERCENTAGE SAYING THEY “STRONGLY AGREED" OR "SOMEWHAT AGREED"

[ wish | could email my doctor

OVERALL 60%

I wish | had someone to call in my doctor’s office for questions and help

I wish my doctors had more time to talk to me

M Self-purchased

M Employer-sponsored
M Medicare

Bl Medi-Cal

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Access to Care

Adults with Medi-Cal coverage
were more likely than those
with other forms of insurance

to desire more time to talk with
their doctors or other health care
professionals who could answer

questions and provide help.

©2015 CALIFORNIA HEALTHCARE FOUNDATION
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Discussed Care Preferences with Doctor, Overall and by Age
(alifornia, 2014

Has your doctor ever talked with you about what you would want in case you were unable to make health care decisions
for yourself? This could be things like whether you would want life support, who you would want to make decisions for
you, or other wishes.

Base: All adults (n=1,548)

’—~ Not Sure/Refused

RESPONDENTS SAYING “YES,” BY AGE

65+

55to 64

45to 54

35t044

18 to 34

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Access to Care

Many adults — including about
half of those 65 and older —
had not discussed health care

wishes with their doctor.

©2015 CALIFORNIA HEALTHCARE FOUNDATION
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Attitudes on Care Preference Conversations with Doctors
Overall and by Age, California, 2014

Do you think discussing health care preferences with your doctor is. ..
Base: All adults (n=1,548)

Refused

RESPONDENTS SAYING “IMPORTANT”

@
<
>
(9]
m

(o)}

5+
72%
55 t0 64

64%

~
o
=
o
o
N

64%

35t0 44

Important

0
Not 629 1810 34

Important
12%

62%

54%

Note: Segments do not add to 100% due to rounding.

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Access to Care

The majority of adults overall
(62%) said they thought it was
important to have discussions
about health care preferences

with their doctors.

©2015 CALIFORNIA HEALTHCARE FOUNDATION
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Experience with Team-Based (are

Overall and by Coverage Type and Kaiser Membership, California, 2014

EXCERPT FROM SURVEY QuEsTion: Some doctors and health care systems are changing to a new model of providing health care that
is more centered on the patient. In this type of care, your primary care provider takes the lead in all of your health care.
His or her team would work with you to get all the care you need, schedule appointments, and communicate with all of

your providers. This is often called “team care.”
Does this sound like the type of health care you get now?

Base: Insured adults (n=1,317)

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

RESPONDENTS SAYING “YES”"...

BY COVERAGE SOURCE

Medicare

44%
Self-purchased

35%

Employer-sponsored

32%

Medi-Cal

28%

BY KAISER MEMBERSHIP

Kaiser member

42%

Non-Kaiser member

28%

Consumer Perspectives
Access to Care

While the ACA encourages
providers to adopt a team-based
model of care, only 28% of
adults said they were receiving

“team care”

Adults with Medicare (44%) were
more likely than those with other
insurance to report that they
received team-based care. Kaiser
members were more likely to
experience team-based care than

non-Kaiser members.

©2015 CALIFORNIA HEALTHCARE FOUNDATION
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Delayed Care Due to Costs, Overall and by Health Status
California, 2014

Have you delayed any of the following in the last 12 months because of the costs involved?
Base: All adults (n=1,548)

Yes to any of the below

40%

Dental care

30%
Regular physical or check up
19%

Treatment that was recommended by a doctor

16%
, , RESPONDENTS DELAYING CARE
Care for a specific medical problem BY HEALTH STATUS

0
1 6 A) Excellent or Very Good

Filling a prescription

11% Good
Getting a medical device or equipment recommended by a doctor o
air or Foor

10%

Mental health services

7%

Surgery

6%

reatment for drug or alcohol use

—

N
=

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Costs and Affordability

Four in 10 adults reported
delaying care in the past year
due to costs. Dental services were
the most commonly cited health
service to be delayed. Those in
fair or poor health were more
likely than healthier adults to

have put off care.

©2015 CALIFORNIA HEALTHCARE FOUNDATION
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Delayed Care Due to Costs, by Race/Ethnicity
(alifornia, 2014

Have you delayed any of the following in the last 12 months because of the costs involved?
Base: All adults (n=1,548)

PERCENTAGE SAYING THEY DELAYED CARE

Yes to any*
50

Dental care
Regular physical or check up
| 10% - M White
B A

Asian
Care for a specific medical probl B African American
_
M Latino
Treatment that was recommended by a doctor

*Includes filling a prescription; getting a medical device or equipment; and getting mental health services, surgery, and treatment for drug or alcohol use.

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Costs and Affordability

Latinos were more likely than
any other ethnic group to delay
care because of costs. This was
especially true with dental care:
399% of Latinos reported putting

off dental care due to costs.

©2015 CALIFORNIA HEALTHCARE FOUNDATION

21



Use of Health Information Technology, Overall and by Insurance
California, 2014

Have you ever done any of these things online?
Base: All adults (n=1,548)

PERCENTAGE SAYING "YES”

Searched online for information about a disease or medical problem

63%

Looked online for a doctor in your plan’s network

38%
. ‘ RESPONDENTS WHO SENT OR RECEIVED
Sent or received an email from your doctor AN EMAIL FROM A DOCTOR...

\\

BY COVERAGE SOURCE
Renewed a prescription online Employer-sponsored
28%
Self-purchased
Scheduled a doctor's appointment or reminder online 32%
25% Medicare
Shopped for health insurance online

20%

Used an application on a smart/cell phone for any health-related reasons
19% BY KAISER MEMBERSHIP

40%

30%

Medi-Cal

9%

Kaiser member
Signed up for health insurance online 66%

16% Non-Kaiser member
22%

Used text messages as a way to get health-related alerts or reminders

13%

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Health IT

Almost two-thirds of adults
(63%) reported looking online
for information about a disease or
medical problem. Kaiser members
were three times more likely than
others to report communicating

with their providers via email.
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Interest in Doctor Updates via Phone, Text, or Email, by Age
(alifornia, 2014

How interested would you be in getting updates or reminders from your doctor by phone, text, or email?
Base: All adults (n=1,548)

PERCENTAGE SAYING “VERY INTERESTED" OR “SOMEWHAT INTERESTED”

B Phone [ Text M Email

84%
0 04 78%]|770, 80%
7504 76%| /7% 77 % 77% 76%
71%
” 70% I 0, 68%| 70%
0
59%
56%

OVERALL 1810 34 35to 44 45 to 54 55to 64

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Health IT

Older adults (those 65 and over)
were less interested in receiving
reminders from their doctor by

text or email than those in other

age groups.
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Consumer Perspectives

Attitudes Toward Providers' Use of Electronic Medical Records Health I
(alifornia, 2011 vs. 2014

A large majority of Californians

How important do you think it is for doctors and hospitals to use electronic medical records instead of paper records?
Base: All adults, 2011 (n=1,528), 2014 (n=1,548)

(82%) said it was important

Refused for doctors and hospitals to use

Not at All Important

electronic versus paper medical

records.

Not Too
Important
12%

Very
Important
43%

Somewhat
Important
39%

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

©2015 CALIFORNIA HEALTHCARE FOUNDATION



Use of Online Personal Health Record
California, 2011 vs. 2014

Have you ever used a website* where you can get, keep, or update your health information?
Base: All adults, 2011 (n=1,528), 2014 (n=1,548)

Not Sure/Refused ~—’

*Some hospitals, doctor’s offices, health plans, and different companies
are offering websites where you can get, keep, and update your health

doctors'visits, or other information. You get a user name and password
Note: Segments may not add to 100% due to rounding. so that only you can see your information on this website.

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

information online. This information could be lab test results, medicines,

Consumer Perspectives
Health IT

One in three adults (33%)
reported using an online personal

health record, up slightly from
27%in 2011,
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Searched for Cost Information Prior to Getting Care

California, 2014

Have you ever looked for information about the cost of a test, treatment, or other type of health care you needed,

before you actually got the care?
Base: All adults (n=1,548)

Not Sure/Refused '—‘

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Who did you ask or where did you look
for information about costs?

Base: Adults who looked for cost information prior to care
(n=340)

Internet

40%

Health care provider

32%

Insurance company
11%
Don't remember
6%
Family, friends, colleagues
5%
Journals, pamphlets, booklets, other

f1%

Consumer Perspectives
Transparency: Quality and Costs

One in four Californians surveyed
reported having searched for
information about costs before
receiving care. The Internet was
the most commonly reported

source of cost information.
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Price Perceptions
California, 2014

Let’s say two hospitals charge different prices for a surgery you need. If your insurance covered surgeries at both
hospitals and your out-of-pocket costs were the same, would you choose. ..
Base: All adults (n=1,548)

+ Not Sure/Refused
Higher-Priced Surgery )

Based on Other Things
Besides Cost
81%

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Transparency: Quality and Costs

Eightin 10 Californians (81%)
said they would choose a hospital
for surgery based on factors other

than cost.
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Perceptions of a Higher-Priced Surgery
California, 2014

Let’s say two hospitals charge different prices for a surgery you need. Would you think the higher-priced surgery is. ..
Base: All adults (n=1,548)

» Not Sure/Refused
Probably Worse Care

Probably
Better Care
26%

Probably About
the Same Care
67%

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Transparency: Quality and Costs

A majority of Californians
surveyed did not think a higher-
priced surgery would be of better
quality than a lower-priced

surgery.
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Consumer Perspectives

Awareness and Use of Ratings Tansparency: Qualty and Cost
California, 2014
One in five Californians reported

In the past 12 months, have you seen any ratings for doctors, health insurance plans, hospitals, or long term care | ooking atqu ality ratings for
facilities? Did you consider changing or change providers as a result?

Base: All adults (n=1,548)

hospitals (21%) and doctors

PERCENTAGE SAYING “YES”

(19%) in the past 12 months.

Hospitals Doctors Health Insurance Plans Long Term Care*

SEEN RATINGS

CONSIDERED CHANGING PROVIDERS

ACTUALLY CHANGED PROVIDERS

*Facilities, such as nursing homes or assisted living.

Source: California General Public Survey, conducted by PerryUndem Research and Communication.
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*Facilities, such as nursing homes or assisted living.
Notes: Margin of error is greater when analyzing smaller sample sizes. Other rating sources include: doctor’s office/website, Medicare website, CalQualityCare, Leapfrog, TV.

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Transparency: Quality and Costs

Californians reported seeing
ratings for health care services
in a variety of media. Google/
web searches were frequently
mentioned as a main source of

this information.
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Helpfulness of Quality Ratings
California, 2014

How helpful were the ratings to you?

Base: Adults who reported seeing ratings for... doctors (n=286), long term care facilities (n=96), health insurance plans (n=288), hospitals (n=343)

Doctors Long Term Care* Health Hospitals
Insurance Plans

*Facilities, such as nursing homes or assisted living.
Note: Margin of error is greater when analyzing smaller sample sizes.

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

M Somewhat Helpful
M Very Helpful

Consumer Perspectives
Transparency: Quality and Costs

Of those adults who reported
seeing quality ratings, a majority

found the information helpful.
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Reasons for Looking at Doctors’ Ratings
California, 2074

Why did you look at ratings for doctors?

Base: Adults who viewed ratings for doctors (n=286)

Choose a new doctor

59%

See how your current doctor is doing

Other

15%

Not sure/refused

KK

Note: Margin of error is greater when analyzing smaller sample sizes.

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Transparency: Quality and Costs

The majority of those who looked
at physician ratings (59%) did so

to choose a new doctor.
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Helpfulness of Resources in Choosing a New Doctor

California, 2014

When you are searching for a new doctor, how helpful would it be to see. ..
Base: All adults (n=1,548)

Patients’ Patient Physician’s Rankings on
Online Comments Survey Results Quality Care Standard

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

W Somewhat Helpful
W Very Helpful

Consumer Perspectives
Transparency: Quality and Costs

When choosing a new doctor,
almost 9in 10 Californians
surveyed (88%) said it would
be helpful to see a physician's
ranking on standards of

quality care.
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Influences on Choosing a New Doctor
California, 2074

Let’s say you had to choose a new doctor. How would you choose a doctor?
Base: All adults (n=1,548)

Recommendation from a friend or family member

55%

Location

55%

Recommendation from another doctor

51%

Online reviews

35%

Ranking on standards of quality care

33%
Where the doctor went to school
11%
Magazine list of best doctors
6%
Other

7%

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives
Transparency: Quality and Costs

Of the many factors that could
be used to choose a new doctor,
Californians were more likely to
say they would use location and
personal recommendations than
reviews, rankings, and where the

doctor went to school.
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Methodology

The survey was conducted from July 18 through August 4, 2014, among a representative sample of 1,548 adults 18 and
older in California, using Knowledge Networks. The margin of sampling error for the total results is +3.0 percentage points.

Survey Respondent Demographics

GENDER

Female. . .. ........ ... 52%
Male ... ... ... ... . 48%
AGE GROUP

18t034. . ... ......... 30%
35t044 . ... 20%
45t054 . ... ... 18%
55t064. ... ... .. .. ... 16%
65+ ... 15%

White . . ... ... ... ... 44%
Latino . .. ............ 34%
Asian. .. ... 13%
African American . . . ... .. 6%
Other ............... 3%

EDUCATION

High school/less . . . ... .. 39%
Somecollege . .. ... .. .. 30%
College graduate . . . . . ... 19%
Graduate school. . . .. .. .. 12%

FEDERAL POVERTY LEVEL (FPL)

<138%FPL............ 24%
138% t0 399% FPL . . . . . .. 43%
400%+ FPL. . .. ... ... .. 32%
INCOME

<S25K. 18%
$S25Kto $49K. . . ... ... 20%
S50Kto $74K. . . ... ... .. 17%
STSK+. 45%

HEALTH STATUS

Excellent ... ..... ... .. 14%
Verygood ... ......... 36%
Good. . ....... ... ... 34%
Fair. ... ... 11%
Poor ............ ..., 3%

SOURCE OF COVERAGE

Employer-sponsored. . . . . . 30%
Medicare . . .. ......... 15%
Medi-Cal ... ...... ... 11%
Self-purchased. . .. ... ... 5%
Other*. ... ............ 24%
Uninsured . . ... ....... 15%

*Includes: Covered under spouse/partner’s plan, covered under parent’s plan, Tri-Care/VA/Military, and people who said I have something else”.

Note: Categories may not add to 100% due to rounding.

Source: California General Public Survey, conducted by PerryUndem Research and Communication.

Consumer Perspectives

ABOUT THIS SERIES

The California Health Care Almanac is an online
clearinghouse for data and analysis examining
the state’s health care system. It focuses on issues
of quality, affordability, insurance coverage and
the uninsured, and the financial health of the
system with the goal of supporting thoughtful
planning and effective decisionmaking. Learn

more at www.chcf.org/almanac.

AUTHOR

PerryUndem Research/Communication is a
non-partisan public opinion research firm
with expertise nationally and in California on

consumer attitudes toward health care.
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HEALTH INSURANCE MARKETPLACES 2015 OPEN ENROLLMENT PERIOD:
MARCH ENROLLMENT REPORT!

For the period: November 15, 2014 — February 15, 2015
(Including Additional Special Enrollment Period Activity Reported through 2-22-15)?

March 10, 2015

The Health Insurance Marketplaces (“the Marketplaces”) play a critical role in achieving one of
the Affordable Care Act’s core goals: reducing the number of uninsured Americans by
providing affordable, high-quality health insurance. This report provides summary data for
enrollment-related activity in the individual market Marketplaces during the 2015 Open
Enrollment period for all 50 states and the District of Columbia (11-15-14 to 2-15-15), including
data relating to individuals who qualified for an “in-line” or other Special Enrollment Period
(SEP). (Unless otherwise noted, the data in this report include SEP activity through 2-22-15).% It
is important to note that this report does not include data on effectuated enrollment (that the
number of people who have paid monthly premiums to the insurer). Additionally, this report
does not include data relating to any individuals who qualified for an SEP after 2-22-15,
including any upcoming SEP for individuals who were unaware of, or did not understand the
implications of the fee for not enrolling in health insurance coverage.* °

! As additional data are available from special enrollment periods extending into April, this data will be provided.

2 Most of the data in this report are for the 11-15-14 to 2-15-15 reporting period (including additional special enrollment period
(SEP) activity reported through Sunday, February 22nd), with the following exceptions: the data for the State-Based
Marketplaces (SBMs) that are using their own Marketplace platforms include additional SEP activity through 2-21-15 (with the
exception of California, which is reporting data including additional SEP activity through 2-22-15).

% The SEP for individuals who were “in-line” on 2-15-15 ended on 2-22-15 for the states that are using the HealthCare.gov
platform. Most of the SBMs that are using their own Marketplace platforms allowed individuals who started the process before 2-
15-15, but could not finish, to complete the application and select a plan by varying dates, mostly within February, with the
exception of Colorado, which allowed applicants through March 2 to complete their applications, and Washington, which
allowed applicants to enroll through April 17. Vermont has indicated that the state will assist consumers with enrollment if they
report a problem trying to enroll, but did not provide for a formal extension period.

4 CMS recently announced a special enrollment period (SEP) for tax season. For individuals and families in the HealthCare.gov
states who did not have health coverage in 2014 and are subject to the fee or “shared responsibility payment” when they file their
2014 taxes. For those who were unaware or did not understand the implications of the fee for not enrolling in coverage, CMS will
provide consumers with an opportunity to purchase health insurance coverage from March 15 to April 30, 2015. (For additional
information, see http://www.cms.qgov/Newsroom/MediaReleaseDatabase/Press-releases/2015-Press-releases-items/2015-02-
20.html).

® Most of the SBMs that are using their own Marketplace platforms also announced an SEP for individuals and families that
were unaware or did not understand the implications of the fee for not enrolling in coverage, but the timeframes for the SEP
varied among the states. s -

Department of Health and Human Services
Office of the Assistant Secretary for Planning and Evaluation
http://aspe.hhs.gov
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Section | of the report focuses on the 37 states that are using the HealthCare.gov platform
for the 2015 Open Enrollment period (also known as “HealthCare.gov states”) and covers the
period 11-15-2014 to 2-15-2015, including activity that was reported through 2-22-15 associated
with enrollment through a Special Enrollment Period (SEP). The data on SEP activity include
information for those who qualified for an SEP because they were “in line” on 2-15-15, as well
as thosse who qualified for an SEP for other reasons with coverage that was effective on March 1,
2015.

The 37 HealthCare.gov states include 35 states that used the HealthCare.gov platform in both
2014 and 2015 and Oregon and Nevada, which are new to the HealthCare.gov platform in 2015.’
These 37 states account for 76 percent (8.8 million) of the total plan selections through the
Marketplaces in this report.

The data available for these states include plan selections through the Marketplaces for new
consumers and those that are reenrolling in coverage. The reenrollee data include separate
breakouts for consumers who actively reenrolled in coverage through the Marketplaces (i.e.,
people who returned to the Marketplaces to select a new plan or actively renew their existing
plan),® and consumers who were automatically reenrolled into coverage. The report also
includes the number of reenrollees who switched plans, as well as updated data on several
metrics related to the impact of the advance premium tax credit on net premium costs.’

The data included in this report cover the same reporting period as the Week 14 Weekly
Enrollment Snapshot for the 37 HealthCare.gov states, and the metrics that are reported in both
places are generally consistent (see Appendix Table D1 for additional information on how the
data in this report compare with the data in the Week 14 Weekly Enrollment Snapshot).'® This
report also includes data relating to completed applications, eligibility determinations, website
visitors, and call center activity for the HealthCare.gov states; data on the overall distribution of
plan selections through the Marketplaces in these states by gender, age, metal level, financial
assistance status (i.e., whether the consumer has been determined eligible for advance premium
tax credits and/or cost-sharing reductions), race/ethnicity, rural status, household income.

® This includes persons who had a qualifying life event that qualifies them for an SEP (such as a change in marital status, a
change in dependents, or losing minimum essential health coverage), or a complex situation related to applying for coverage in
the Marketplace. Additional information on Marketplace SEPs can be found at https://www.healthcare.gov/how-can-i-get-
coverage-outside-of-open-enrollment/#part=2.

" For more information about data on plan selections through the Marketplaces for the 2014 coverage year, please see the 2014
Open Enrollment Period Marketplace Summary Enrollment Report, which can be accessed at
http://aspe.hhs.gov/health/reports/2014/MarketPlaceEnrollment/Apr2014/ib_2014Apr_enrollment.pdf.

8 Active reenrollees includes individuals who actively selected a 2015 plan through the Marketplaces prior to the 12-15-14
deadline for coverage beginning on January 1st, as well as those who returned to the Marketplaces and selected a plan after
having initially been automatically reenrolled.

® For additional information about these premium-related metrics, please see “Health Insurance Marketplace 2015: Average
Premiums After Advance Premium Tax Credits through January 30 in 37 States Using the HealthCare.gov Platform,” ASPE
Research Brief, U.S. Department of Health and Human Services, February 9, 2015. Available at:
http://aspe.hhs.gov/health/reports/2015/MarketPlaceEnrollment/APTC/ib_ APTC.pdf.

19 The Centers for Medicare & Medicaid Services published weekly Open Enrollment snapshots that provided preliminary point-
in-time estimates for weekly data that could fluctuate based on consumers changing or canceling plans or having a change in
status such as a new job or marriage; data revisions may mean that the weekly totals from the snapshots may not sum to the
cumulative numbers. The weekly snapshots can be accessed at http://www.hhs.gov/healthcare/facts/blog/index.html.

|
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Section Il of the report focuses on the 14 states (including the District of Columbia) that are
operating their own Marketplace platforms for 2015 (see page 20). Most of the 14 states include
activity for the period 11-15-2014 to 2-15-2015 (including activity associated with individuals
who qualified for a SEP that was reported through 2-21-2015, except for California where data
on SEP activity extend through 2-22-2015). These 14 states account for 24 percent (2.8 million)
of plan selections through the Marketplaces in this report. The data available for these states
include new consumers and reenrollees (please see Appendix Table D2 for additional
information on the data on plan selections through the Marketplaces that are available for various
states). Data are available for certain states relating to completed applications, eligibility
determinations, website visitors, call center activity; and the overall distribution of plan
selections through the Marketplaces by gender, age, metal level, financial assistance status, and
reenrollment status (See Appendix Table D3 for a summary of which additional metrics are
available for each state).

ASPE Office of Health Policy March 2015
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Key Highlights:

National plan selection data show that as of the end of the second Open Enroliment
period, nearly 11.7 million** Americans selected or were automatically reenrolled*? into a
2015 health insurance plan through the Health Insurance Marketplaces, specifically:

e More than 8.84 million people selected or were automatically reenrolled in 2015 plans
through the Marketplaces in the 37 states that are using the HealthCare.gov platform.
This includes:

o More than 4.6 million new consumers, 2.2 million active reenrollees, and
nearly 2.0 million automatic reenrollees; and

o 3.2 million (36 percent) people with plan selections who are under the age of
35.

e Nearly 2.85 million people selected or were automatically reenrolled into 2015 plans
through the Marketplaces in the 14 states (including DC) that are using their own
Marketplace platforms in 2015.

Additionally, updated premium and tax credit information show that in the 37 States using
the HealthCare.gov platform:

e More than 8 in 10 individuals (nearly 7.7 million, or 87 percent) with a 2015 plan
selection through the Marketplaces in the HealthCare.gov states qualify for an
advance premium tax credit*® with an average value of $263 per person per month
(Table 6).

e The average advance premium tax credit covers about 72 percent of the gross
premium for individuals who qualify for an advance premium tax credit.

e The average net premium is $101 per month among individuals with 2015 plan
selections through the Marketplaces who qualify for an advance premium tax credit.

e Overall, more than half (55 percent) of the 8.8 million individuals with 2015 plan
selections through the Marketplaces in the HealthCare.gov states have 2015 plan
selections through the Marketplaces with a monthly premium of $100 or less after
applying the advance premium tax credit; about 8 in 10 had the option of selecting
such a plan.

Ytis important to note that these data generally represent the number of individuals who have selected, or been automatically
reenrolled into a 2015 plan through the Marketplaces, with or without payment of premium. This is also known as pre-
effectuated enrollment, because enrollment is not considered effectuated until the first premium payment is made, and this figure
includes plan selections for which enrollment has not yet been effectuated. Data on effectuated enrollment are not yet available.
2tis important to note that the reenrollment data in this report may include some individuals who were reenrolled in coverage
through the Marketplaces as of 2-15-15 (including SEP activity through 2-22-15), but who may ultimately decide not to retain
Marketplace coverage for the remainder of 2015 (for example, because they have obtained coverage through another source such
as an employer or Medicaid/CHIP). The plan selection data in future reports will exclude these individuals (e.g., due to the
subsequent cancellation or termination of their coverage).

13 For purposes of this analysis, an individual qualifying for an advance premium tax credit was defined as any individual with an
APTC amount >$0.

|
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Table 1
Reporting Period:
11-15-14 to
Key Statistics Relating to the Marketplaces 2-15-15
(including SEP Activity Thru
2-22-15)
Total 2015 Plan Selections in the Marketplaces 11,688,074
2015 Plan Selections in the Marketplaces in States Using 8.838.291
the HealthCare.gov Platform (1) e
2015 Plan Selections in the Marketplaces in State-Based 2849 783
Marketplaces Using Their Own Marketplace Platforms (2) T

Notes:
(1) The data for the States using the HealthCare.gov platform are for 11-15-2014 to 2-15-2015, including SEP activity
through 2-22-15.

(2) The data for most of the States using their own Marketplace platforms are for 11-15-2014 to 2-15-2015, including SEP
activity through 2-21-15 (however, the data for CA include SEP activity through 2-22-15).

SECTION I. DATA FOR THE 37 STATES USING THE HEALTHCARE.GOV
PLATFORM

More Than 4.6 Million People Who Did Not Have Marketplace Coverage at the
Beginning of the 2015 Open Enrollment Period Selected Plans Through the
Marketplaces.

More than 8.84 million individuals have selected or been automatically reenrolled into a
2015 plan through the Marketplaces as of 2-15-15 in HealthCare.gov states (see Table 2).
Of that total, 53 percent (more than 4.6 million) are plan selections by new consumers
who did not have a plan selection through the Marketplaces as of November 2014, and
47 percent (nearly 4.2 million) are plan selections for consumers who are reenrolling in
coverage through the Marketplaces.

Many of the Consumers Who Were Reenrolling in Coverage in the HealthCare.gov
States Returned to the Marketplaces and Selected a Plan.

Within the HealthCare.gov states, in addition to the 4.6 million new consumers who
selected 2015 coverage through the Marketplaces, 2.2 million active reenrollees also
returned to the Marketplaces and selected a 2015 plan as of 2-15-15 (see Table 2).

4 The nearly 4.7 million new consumers in HealthCare.gov states includes a small number of individuals who previously had
2014 coverage through the Marketplaces in Nevada and Oregon, which switched from using their own Marketplace platforms for
the 2014 coverage year to using the HealthCare.gov Marketplace platform for the 2015 coverage year.

|
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The 2.2 million active reenrollees who shopped for coverage represented more than half
(53 percent) of the nearly 4.2 million consumers who had an active plan selection through
the Marketplaces as of November 2014 and have been reenrolled in 2015 coverage
through the Marketplaces. The remaining 47 percent (nearly 2 million) have been
automatically reenrolled (see Table 2).

* More Than Half of the Reenrollees Who Shopped for Coverage in the HealthCare.gov
States Switched Marketplace Plans.

More than half (1.2 million or 54 percent) of the 2.2 million active reenrollees who
selected 2015 plans through the Marketplaces in the HealthCare.gov states switched plans
between the 2014 and 2015 coverage years (see Table 2). The remaining 1.0 million (46
percent) remained in the same Marketplace plan (including those who remained in a
similar crosswalked plan).*

Overall, the 1.2 million active reenrollees, who shopped for coverage and switched plans,
represented 29 percent of the nearly 4.2 million consumers who reenrolled in 2015
coverage through the Marketplaces (including the automatic reenrollees). (See Appendix
Table B2 for state-level data on active reenrollees who switched Marketplace plans).

The 29 percent of reenrollees who switched plans is higher than that seen in other
programs. For example, studies show that approximately 13 percent of Medicare Part D
enrollees change plans in a given year;® 12 percent of those active employees with
Federal Employee Health Benefit Plan coverage switch plans each year,'” and only about
7.5 percent of those with employer sponsored coverage®® switch plans for reasons other
than a job change during a given year.

1% Some consumers’ 2014 plans were no longer active for 2015 but the insurer offered a plan with similar benefits, known as a
“crosswalk plan.” For purposes of this report, active reenrollees who selected the crosswalk plan for the 2015 coverage year
(identified based on the information provided by the insurance companies) are not included in the total number who switched
plans.

18 Hoadley, J. et. al., “To Switch or Not to Switch: Are Medicare Beneficiaries Switching Drug Plans To Save Money?” Kaiser
Family Foundation, October 2013, accessed at http://kff.org/medicare/issue-brief/to-switch-or-not-to-switch-are-medicare-
beneficiaries-switching-drug-plans-to-save-money/.

7 Atherley, A. et. al., “Health Plan Switching Among Members of the Federal Employees Health Benefits Program,” Inquiry
42:255-265 (Fall 2005), Accessed at
http://www.jstor.org/discover/10.2307/297732047?sid=21106062471743&uid=2&uid=3739584&uid=4&uid=3739256.

18 Cunningham, P., “Few Americans Switch Employer Health Plans for Better Quality, Lower Costs,” NIHCR Research Brief
No. 12, January 2013, accessed at http://www.nihcr.org/Health-Plan-Switching.
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Table 2

Cumulative
11-15-14 to 2-15-15
(Including SEP Activity thru 2-22-15)

2015 Plan Selections Through the Marketplaces in States Using

Plan Selection Data by Enrollment Type

the HealthCare.gov Platform By Enrollment Type aszlfl% iiE
Number 'Il;cl)tal Consumers Active
an S
. Reenrolling in | Reenrollees
Selections c
_ overage n=2.21m
n=884m | n=417m
Total 2015 Plan Selections through the Marketplaces in 8.84 million 100% N/A N/A
HealthCare.gov States (1)
New Consumers (2) 4.67 million 53% N/A N/A
Consumers Reenrolling in 2015 Coverage through the 4.17 million 47% 100% N/A
Marketplaces (3)
Active Reenrollees (4) 2.21 million 25% 53% 100%
Active Reenrollees Who Remained in the Same Marketplace 1.01 million 11% 24% 46%
Plan (2)
Active Reenrollees Who Switched Marketplace Plans (3) 1.20 million 14% 29% 54%
Automatic Reenrollees (5) 1.96 million 22% 47% N/A

Notes: Numbers may not add to totals due to rounding

(1) Total 2015 Marketplace Plan Selections represents cumulative data on the number of unique individuals who have selected or
been automatically reenrolled into a 2015 Marketplace medical plan for enrollment through the individual market Marketplaces
(with or without the first premium payment having been received directly by the issuer). This is also known as pre-effectuated
enrollment, because enrollment is not considered effectuated until the first premium payment is made, and this figure includes
plan selections for which enrollment has not yet been effectuated. Individuals who have cancelled or terminated their
Marketplace plans are not included in the total number of plan selections. These data also do not include: standalone dental plan
selections; or individuals who may have selected a 2014 Marketplace plan during the reporting period, as a result of having been

eligible for a Special Enrollment Period (SEP).

(2) New Consumers includes data on 2015 Marketplace plan selections for individuals who did not have an active Marketplace
plan selection in HealthCare.gov as of November 2014. This includes consumers who were entirely new to the Marketplace
(e.g., those who had not previously submitted a completed application for 2014 coverage through HealthCare.gov, including
some individuals who may have previously had experience with a State-Based Marketplace that was using its own Marketplace
platform in 2014); as well as those who had previously submitted a completed application to the Marketplace during the 2014
coverage year (including those whose previous 2014 Marketplace plan selection was cancelled or terminated before November
2014, those who were determined eligible to enroll in a QHP, but did not select a Marketplace plan during the 2014 Coverage
Year, and those who submitted a completed application to the Marketplace but were not determined eligible to enroll in a QHP

during the 2014 coverage year).

(3) Consumers reenrolling in coverage through the Marketplaces includes data for consumers who had an active Marketplace
plan selection in HealthCare.gov as of November 2014 and selected or were automatically reenrolled into a 2015 Marketplace
plan (e.g., including data for both active reenrollees and automatic reenrollees). It is important to note that the reenrollment data
in this report may include some individuals who were reenrolled in coverage through the Marketplaces as of 2-15-15 (including
SEP activity through 2-22-15), but who may ultimately decide not to retain Marketplace coverage for the remainder of 2015 (for
example, because they have obtained coverage through another source such as an employer or Medicaid/CHIP). The plan
selection data in future reports will exclude these individuals (e.g., due to the subsequent cancellation or termination of their

coverage).

(4) Active Reenrollees represents the number of consumers reenrolling in coverage through the Marketplaces who returned to the
Marketplace and selected a 2015 plan through the Marketplaces, including some individuals who were initially automatically

reenrolled by the Marketplace and subsequently returned to the Marketplaces to select a plan.
(5) Automatic Reenrollees represents the number of consumers reenrolling in coverage through the Marketplaces whose plan
selections have a current status of automatically renewed because they have not returned to the Marketplaces to select a plan.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.
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Nearly 1.7 Million Consumers in the HealthCare.gov States Selected a Marketplace
Plan During the Last Month of the 2015 Open Enrollment Period

The Marketplaces in the HealthCare.gov states experienced additional enrollment as the
close of the 2015 Open Enrollment period approached.

Table 3 shows that nearly 1.7 million of the more than 8.8 million plan selections (19
percent) for consumers in the HealthCare.gov states during the 2015 Open Enrollment
period occurred during the last month of the Open Enrollment period (between 1-16-15
and 2-15-15, including SEP activity through 2-22-15). By comparison, 51 percent of
those who selected a plan in the 2014 Open Enrollment Period in the HealthCare.gov
states (nearly 3.0 million out of 5.4 million) did so between 3-2-14 and 3-31-14
(including SEP activity through 4-19-14)." Note that in 2014, all consumers were new
consumers and there was no renewal process. When looking only at new consumers for
the 2015 Open Enrollment Period, a greater proportion waited until the end. Specifically,
about 36 percent of the more than 4.6 million new consumers who selected 2015 plans
through the Marketplaces in the HealthCare.gov states did so during the last month of the
open enrollment period (including SEP activity through 2-22-15).

¥ For more information, please see the 2014 Open Enrollment Period Marketplace Summary Enrollment Report, which can be
accessed at http://aspe.hhs.gov/health/reports/2014/MarketPlaceEnroliment/Apr2014/ib_2014Apr_enrollment.pdf.

|
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Table 3

Plan Selections By

2015 Plan Selections through the Marketplaces in States | Total Plan Selections New Consumers (1)

Using the HealthCare.gov Platform By Plan Selection

Date
% of % of
Number Total Number Total
Total 2015 Plan Selections through the Marketplaces in 8.84 million 100% 4.67 million 100%

HealthCare.gov States, 11-14-14 to 2-15-15 (including SEP
activity through 2-22-15) (2) (3)

Number With Plan Selection Dates During the First 7.16 million 81% 3.00 million 64%
Two Months of the Open Enrollment Period
(11-15-14 to 1-16-15)

Number Who Selected a Plan Through the Marketplaces 1.68 million 19% 1.67 million 36%
During the Last Month of the Open Enrollment Period
Period (including SEP activity through 2-22-15)

Notes: Numbers may not add to totals due to rounding

(1) New Consumers includes data on 2015 Marketplace plan selections for individuals who did not have an active Marketplace
plan selection in HealthCare.gov as of November 2014. This includes consumers who were entirely new to the Marketplace
(e.g., those who had not previously submitted a completed application for 2014 coverage through HealthCare.gov, including
some individuals who may have previously had experience with a State-Based Marketplace that was using its own Marketplace
platform in 2014); as well as those who had previously submitted a completed application to the Marketplace during the 2014
coverage Yyear (including those whose previous 2014 Marketplace plan selection was cancelled or terminated before November
2014, those who were determined eligible to enroll in a QHP, but did not select a Marketplace plan during the 2014 Coverage
Year, and those who submitted a completed application to the Marketplace but were not determined eligible to enroll in a QHP
during the 2014 coverage year).

(2) Total 2015 Marketplace Plan Selections represents cumulative data on the number of unique individuals who have selected or
been automatically reenrolled into a 2015 Marketplace medical plan for enrollment through the individual market Marketplaces
(with or without the first premium payment having been received directly by the issuer). This is also known as pre-effectuated
enrollment, because enrollment is not considered effectuated until the first premium payment is made, and this figure includes
plan selections for which enrollment has not yet been effectuated. Individuals who have cancelled or terminated their
Marketplace plans are not included in the total number of plan selections. These data also do not include: standalone dental plan
selections; or individuals who may have selected a 2014 Marketplace plan during the reporting period, as a result of having been
eligible for a Special Enrollment Period (SEP).

(3) Special Enrollment Period (SEP) activity includes plan selections that were made between 2-16-15 and 2-22-15 by those who
qualified for an SEP because they were “in line” on 2-15-15, as well as those who experienced a qualifying life event or a
complex situation related to applying for coverage in the Marketplace with coverage effective on March 1, 2015.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.

|
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Figure 1

Trends in the Cumulative Number of Individuals Who Selected a
Marketplace Plan in States Using the HealthCare.gov Platform,
11-15-14 to 2-15-15 (including SEP Activity thru 2-22-15)

The number of 2015 Marketplace plan selections increased by 1.7 million between 1-16-15
and 2-15-15, including SEP activity thru 2-22-15 (from more than 7.1 million to 8.8 million)

9,000,000
End of Open
8,000,000 Enroliment
Period
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11/15/2014 11/29/2014 12/13/2014 12/27/2014 1/11/2015 1/25/2015 2/8/2015 2/15/15
(incl. SEP activity
—=2015 Marketplace Plan Selections in States Using the HealthCare.Gov Platform thru 2/22/15)

Notes: Represents cumulative sums of weekly data (Sunday to Saturday) on the number of unique individuals who have been determined eligible to enroll in a
plan through the states using the HealthCare.gov platform, and have actively selected a plan (with or without the first premium payment having been received
by the issuer). Number of states using the HealthCare.gov platform: 37 states during the 2015 coverage year.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15

* Interest in the Marketplaces in HealthCare.gov States Has Been High. — During the
2015 Open Enrollment period:

o 35.2 million visitors used the HealthCare.gov and CuidadoDeSalud.gov websites;

0 16.8 million calls were made to the Marketplace call center for the
HealthCare.gov states;

0 9.2 million completed applications for 2015 coverage were submitted; and
o 12.4 million individuals were included in these completed applications.?

20 A single completed application form that is submitted to the Marketplace can include multiple individual applicants from the
same household.

|
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Characteristics of 2015 Plan Selections Through the Marketplaces in the HealthCare.gov
States Compared to 2014 and Characteristics of New Consumers and Reenrollees in 2015

Generally, the demographic characteristics of consumers selecting plans through the
Marketplaces in the HealthCare.gov states during the 2014 and 2015 Open Enrollment Periods
were quite similar (see Table 4).

There were also some demographic differences between new consumers in 2015 and consumers
reenrolling in coverage through the Marketplaces. Most notably, new consumers were more
likely to be young adults, less likely to select a silver plan, more likely to be African-American
or Latino, and less likely to be White.

As noted in the 2014 summary enrollment report,?* the data on race and ethnicity should be
interpreted with great caution since more than one-third of enrollees do not provide these data.

2L For more information about data on Marketplace plan selections for the 2014 coverage year, please see the Marketplace
Summary Enrollment Report, which can be accessed at
http://aspe.hhs.gov/health/reports/2014/MarketPlaceEnroliment/Apr2014/ib_2014Apr_enrollment.pdf.
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Table 4
2014 Open 2015 Open
Comparison of Selected Enrollment Enrollment
Characteristics of Plan Selections | Period (2) Period (3)
through the Marketplaces in BY R "
States Using the HealthCare.gov Total Total y Reenrollment Status
Platform . IPIa_n . IPIa_n New Active Automatic
EaiE EaiE Consumers Reenrollees Reenrollees
Total Number of Individuals Who
ﬁ"&:ﬁgg‘fs{:@f&l&s'a" Through | 5 44 million | 8.84 million | 4.67million | 2.21million | 1.96 million
HealthCare.gov States (1)
m:'rizg’g:‘;czm r‘:‘e('Se)CtEd a 45% 46% 47% 43% 46%
,fﬂe;;li‘;fsI‘;“Z‘:phlg‘r’f(;‘;'eded a 5506 54% 53% 57% 54%
0 to 34 year olds who have o o o o o
selected a Marketplace plan (5) 35% 36% 40% 28% 36%
18 to 34 year olds who have o o o o o
selected a Marketplace plan (5) 28% 28% 31% 21% 29%
Individuals who have selected a o o o o o
Silver Marketplace plan (5) 69% 69% 66% 2% 2%
Individuals who have selected a
Marketplace plan with 86% 87% 86% 91% 84%
Financial Assistance (5)
African-Americans who have o o o o o
selected a Marketplace plan (5) 17% 14% 16% 11% 15%
kﬂa;'rrllgfp‘f;‘c‘; mﬁ ?g;e"ted a 11% 11% 12% 10% 10%
‘,(Avg'rtlfjtgvlggeh;gnsg)emd a 63% 65% 63% 69% 66%
Individuals in ZIP Codes
designated as Rural who have N/A 17% 17% 18% 18%
selected a Marketplace Plan (5)

Notes:

(1) Represents the cumulative number of unique individuals who have selected or been automatically reenrolled into a 2015
Marketplace medical plan for enrollment through the individual market Marketplaces (with or without the first premium payment
having been received directly by the issuer). This is also known as pre-effectuated enroliment, because enrollment is not
considered effectuated until the first premium payment is made, and this figure includes plan selections for which enrollment has
not yet been effectuated. Individuals who have cancelled or terminated their Marketplace plans are not included in the total
number of plan selections. These data also do not include: standalone dental plan selections; or individuals who may have
selected a 2014 Marketplace plan during the reporting period, as a result of having been eligible for a Special Enrollment Period
(SEP). See Appendix D for additional technical notes.

(2) Data for the 2014 Open Enrollment Period are for the following reporting period: 10-1-13 to 3-31-14 (including SEP activity
through 4-19-14). During the 2014 Marketplace coverage year, there were a total of 36 states using the HealthCare.gov platform,
including one state (Idaho) that switched from using the HealthCare.gov platform in 2014 to using its own Marketplace platform
in 2015.

|
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(3) Data for the 2015 Open Enrollment Period are for the following reporting period: 11-15-14 to 2-15-15 (including SEP
activity through 2-22-15). During the 2015 Marketplace coverage year, there were a total of 37 states using the HealthCare.gov
platform, including 35 states that are states that used the HealthCare.gov platform in both 2014 and 2015, and two states which
are new to the HealthCare.gov platform in 2015 (Oregon and Nevada).

(4) The data for the 2014 Open Enrollment period correspond with the reporting period for the 2015 Open Enrollment Period.

(5) Percentages shown in this table are based on the total number of active Marketplace plan selections for which the applicable
data are available, excluding plan selections with unknown data for a given metric (e.g., age, gender, race/ethnicity, etc.)
Additional information on the number of plan selections with missing data for each metric can be found in Appendix Table Al.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.

Distribution of 2015 Plan Selections Through the Marketplaces in the HealthCare.gov States
By Household Income

Most (80 percent) of the consumers who selected 2015 plans through the Marketplaces in the
HealthCare.gov states during the 2015 Open Enrollment period (11-15-14 to 2-15-15, including
SEP activity through 2-22-15) had household incomes that were between 100 percent and 250
percent of the Federal Poverty Level (FPL). However, the observed household income
distributions differed between HealthCare.gov states that have and have not expanded Medicaid
under the Affordable Care Act (see Table 5).%

22 As of December 2014, 14 HealthCare.gov states had implemented the expansion of Medicaid under the Affordable Care Act to
cover adults under age 65 with incomes up to 133 percent of the Federal Poverty Level. Additionally, Pennsylvania implemented
the Medicaid expansion on January 1, 2015 and Indiana the implemented Medicaid expansion on February 1, 2015.

|
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Table 5

2015 Plan Selections Through the Marketplaces
in States Using the HealthCare.gov Platform

by Household Income and Medicaid Expansion Status,
11-15-14 to 2-15-15 (including SEP activity thru 2-22-15)

Total Plan Selections Plan Selections for Consumers Renewing
Coverage
H hold I All States Using | HealthCare.gov | HealthCare.gov | All States Using | HealthCare.gov | HealthCare.gov
0 s (el the States That States That the States That States That
(% of the Federal HealthCare.gov Have Have Not HealthCare.gov Have Have Not
Poverty Level (FPL)) Platform for the Implemented Implemented Platform for the Implemented Implemented
2015 Coverage the Medicaid the Medicaid 2015 Coverage the Medicaid the Medicaid
Year Expansion (1) Expansion Year Expansion (1) Expansion
(37 States) (16 States) (21 States) (37 States) (16 States) (21 States)
Total 2015 Plan
Selections Through the 8.84 million 2.56 million 6.28 million 4.17 million 1.28 million 2.89 million
Marketplaces (2)
Plan Selections With
Auvailable Data on 8.31 million 2.35 million 5.97 million 3.93 million 1.18 million 2.75 million
Household Income (3)
Plan Selections by Household Income (% of Total with Available Data):
<100% of FPL 3% 2% 3% 2% 2% 2%
>100% - <150% of FPL 40% 22% 47% 39% 25% 45%
>150% - <200% of FPL 25% 32% 23% 26% 31% 24%
>200% - <250% of FPL 15% 19% 13% 15% 18% 13%
>250% - <300% of FPL 8% 11% 7% 8% 11% 7%
>300% - <400% of FPL 8% 11% 6% 7% 10% 6%
> 400% of FPL 2% 3% 2% 2% 3% 2%
Notes:

(1) As of December 2014, 14 HealthCare.gov states had implemented the expansion of Medicaid under the Affordable Care Act
to cover adults under age 65 with incomes up to 133 percent of the Federal Poverty Level. Additionally, Pennsylvania
implemented the Medicaid expansion on January 1, 2015 and Indiana the implemented Medicaid expansion on February 1, 2015.
See Appendix D for additional technical notes.

(2) Represents the cumulative number of unique individuals who have selected or been automatically reenrolled into a 2015
Marketplace medical plan for enrollment through the individual market Marketplaces (with or without the first premium payment
having been received directly by the issuer). This is also known as pre-effectuated enroliment, because enrollment is not
considered effectuated until the first premium payment is made, and this figure includes plan selections for which enrollment has
not yet been effectuated. Individuals who have cancelled or terminated their Marketplace plans are not included in the total
number of plan selections. These data also do not include: standalone dental plan selections; or individuals who may have
selected a 2014 Marketplace plan during the reporting period, as a result of having been eligible for a Special Enrollment Period
(SEP).

(3) Household Income represents the individual’s household income as a percentage of the Federal Poverty Level. The 2014
Federal Poverty Guidelines, which are used in determining premium tax credits for 2015 coverage, can be accessed at
http://aspe.hhs.gov/poverty/14poverty.cfm.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.
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Impact of the Advance Premium Tax Credit on Monthly Premiums

Under the Affordable Care Act, advance premium tax credits are available to reduce premium
costs for qualified individuals.?

e More than 8 in 10 individuals (nearly 7.7 million, or 87 percent) who selected or were
automatically enrolled in a 2015 plan through the Marketplaces in the HealthCare.gov
states qualify for an advance premium tax credit®* with an average value of $263 per
person per month? (Table 6).

e The average advance premium tax credit covers about 72 percent of the gross premium
for individuals who qualify for an average advance premium tax credit.

e The average net premium after advance premium tax credit is $101 per month among
individuals with 2015 plan selections through the Marketplaces in the HealthCare.gov
states who qualify for an advance premium tax credit.

Table 6

Reduction in Average Monthly Premiums from Advance Premium Tax Credits (APTC) in States Using the HealthCare.gov Platform (1)
11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

Total Number of Average
Individuals With Percent of Average Average g
Average Percent
_— 2015 Plan Plan Monthly Monthly S
Description . - - Monthly - Reduction in
Selections Selections Premium APTC Premium Premium
Through the with APTC before APTC After APTC
after APTC
Marketplaces (2)
TOTAL - States Using the 8.84 million 87% $364 $263 $101 72%
HealthCare.gov Platform

Source: ASPE computation of CMS data for 37 states using the HealthCare.gov platform as of 2-15-15 (including SEP activity
through 2-22-15).

2 The premium tax credit (“PTC") is calculated as the difference between the cost of the adjusted monthly premium of the
second-lowest cost silver plan with respect to the applicable taxpayer and the applicable contribution percentage that a person is
statutorily required to pay deter-mined by household income. An individual may choose to have all or a portion of the PTC paid
in advance (advance premium tax credit or “APTC”) to an issuer of a qualified health plan in order to reduce the cost of monthly
insurance premiums. APTCs are generally available for individuals with a projected household income between 100 percent (133
percent in states that have chosen to expand their Medicaid programs) and 400 percent of the Federal Poverty Level (FPL). For
2015, the percentage of household income that a qualified individual or family will pay toward a health insurance premium
ranges from 2.01 percent of household income at 100 percent of the FPL to 9.56 percent of income at 400 percent of FPL. For
more information on the required contribution percentage, see http://www.irs.gov/pub/irs-drop/rp-14-37.pdf.

24 For purposes of this analysis, an individual qualifying for an advance premium tax credit was defined as any individual with an
APTC amount >$0.

% Averages in this brief refer to plan-selection-weighted averages across individuals with plan selections with advance premium
tax credits in the 37 HealthCare.gov states. For more information, see the ASPE Issue Brief “Health Insurance Marketplace
2015: Average Premiums After Advance Premium Tax Credits Through January 30 in 37 States Using the HealthCare.gov
Platform,” accessed at http://www.aspe.hhs.gov/health/reports/2015/MarketPlaceEnroliment/APTC/ib_APTC.pdf.

|
ASPE Office of Health Policy March 2015



ASPE Issue Brief Page 16

Many Consumers Took Advantage of the Availability of 2015 Plans with Premiums of $100 or
Less Through the Marketplaces in the HealthCare.gov States

e Overall, more than half (55 percent) of the 8.8 million total individuals with 2015 plan
selections through the Marketplaces in the HealthCare.gov states have a monthly
premium of $100 or less after applying the advance premium tax credit. About 8 in 10
of these individuals had the option of selecting such a plan (see Table 7).

e Meanwhile, more than 3 in 10 of the 8.8 million total individuals with 2015 plan
selections through the Marketplaces in the HealthCare.gov states have a monthly
premium of $50 or less after applying any applicable advance premium tax credit.
About 7 in 10 of eligible individuals had the option of selecting such a plan

Table 7

Auvailability and Selection of Plans With Monthly Premiums of $100 or Less After the Advance Premium Tax Credit (APTC) through the
Marketplaces in States Using the HealthCare.gov Platform (1)
11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

Availability of Plans With Monthly Selection of Plans With Monthly Premiums
Number of Premiums of $100 or Less of $100 or Less
Individuals Percent Who Percent Who Percent Who Percent Who
With 2015 Plan Could Have Could Have Selected or Were Selected or Were
Description Selections Selected a Plan Selected a Plan Automatically Automatically
Through the | with a Monthly with a Monthly Reenrolled in aPlan | Reenrolled in a Plan
Marketplaces Premium of Premium of $100 With a Monthly With a Monthly
2 $50 or Less or Less after Premium of $50 or | Premium of $100 or
after APTC APTC Less after APTC Less after APTC
Total Number of Individuals
With 2015 Plan Selections 8.84 million 66% T7% 33% 55%
Through the Marketplaces
Individuals With 2015 Plan
Selections With APTC 7.65 million 7% 89% 38% 63%
through the Marketplaces

Source: ASPE computation of CMS data for 37 states using the HealthCare.gov platform as of 2-15-15 (including SEP activity
through 2-22-15).

Distribution of 2015 Plan Selections Through the Marketplaces in the HealthCare.gov States
by Monthly Premium After Tax Credit and Reenrollment Status

e Consumers who shopped for coverage were more likely to have a 2015 plan selection
through the Marketplaces with a monthly premium of $100 or less after applying the
advance premium tax credit — 58 percent for new consumers and 55 percent for
reenrollees who returned to the Marketplaces and selected a plan, compared with 46
percent for automatic reenrollees who did not return to the Marketplaces (see Table 8).
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Table 8

Cumulative 11-15-14 to 2-15-15
(Including SEP Activity thru 2-22-15)
2015 Plan Selections Through the Marketplaces Sotal
in States Using the HealthCare.gov Platform By Individuals By Reenrollment Status
Monthly Premium After Tax Credit With 2015 ) ]
New Active Automatic
Marketplgce Consumers | Reenrollees | Reenrollees
Plan Selections

Total 2015 Plan Selections Through the
Marketplaces in HealthCare.gov States, 11-14-14 to 8.84 million 4.67 million 2.21 million 1.96 million
2-15-15 (including SEP activity through 2-22-15) (3)
Plan Selections by Monthly Premium After the
Advance Premium Tax Credit (APTC):

Less Than or Equal to $100 55% 58% 55% 46%
>$0 and < $50 33% 37% 33% 22%
>$50 and < $100 22% 21% 22% 24%

Greater Than $100 45% 42% 45% 54%

Source: ASPE computation of CMS data for 37 states using the HealthCare.gov platform as of 2-15-15 (including SEP activity

through 2-22-15).

Table 9
Cumulative 11-15-14 to 2-15-15
(Including SEP Activity thru 2-22-15)

?015 Plan Sfelections Through the Marketplaces '!'o_tal By Reenrollment Status
in States Using the HealthCare.gov Platform By Individuals
Monthly Premium After Tax Credit With 2015

Marketplace New Active Automatic

Plan Selections | Consumers | Reenrollees | Reenrollees

With APTC
Total 2015 Plan Selections Through the
Marketplaces in HealthCare.gov States, 11-14-14 to 7.65 million 4.01 million 2.01 million 1.63 million
2-15-15 (including SEP activity through 2-22-15) (3)
Plan Selections by Monthly Premium After the
Advance Premium Tax Credit (APTC):

Less Than or Equal to $100 63% 67% 60% 55%
>$0 and < $50 38% 43% 37% 27%
>$50 and < $100 25% 24% 23% 28%

Greater Than $100 37% 33% 40% 45%

Source: ASPE computation of CMS data for 37 states using the HealthCare.gov platform as of 2-15-15 (including SEP activity

through 2-22-15).
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Other Data on Marketplace Enroliment-Related Activity in the HealthCare.gov States

Interest in the Marketplaces in HealthCare.gov states has been high during the 2015 Open
Enrollment period, with more than 35 million visitors to the Marketplace websites, 15 million
calls to the Marketplace call center, and 9 million completed applications in the HealthCare.gov
states as of 2-15-15 (including SEP activity through 2-22-15) (see Table 10).

Table 10
Reporting Period:
Cumulative Enrollment-Related Information Relating to the Marketplaces in 11-15-14 to
States Using The HealthCare.gov Platform . 2'1_5'15
(including SEP
Activity Thru
2-22-15) (1)
Visitors to the Marketplace Websites (2) 35,175,531
Calls to the Marketplace Call Center (3) 16,806,861
Number of Completed Applications 9,197,913
Number of Individuals Included in Completed Applications 12,410,323
Number of Individuals Determined Eligible to Enroll in a 2015 Plan Through the 10,721,940
Marketplaces

Notes:
(1) The data in this table are for the 11-15-14 to 2-15-15 reporting period. See Appendix D for technical notes.

(2) Visitors to the Marketplace Websites includes 33,845,038 unique visitors on HealthCare.gov and 1,330,493 unique visitors on
CuidadoDeSalud.gov between 11-15-14 and 2-15-15, including additional SEP activity through 2-22-15. Visitors to the
Marketplace Websites is the sum of monthly data and has been deduplicated to the extent possible.

(3) Total Calls to the Marketplace call centers includes 1,471,607 calls with Spanish-speaking representatives and 15,324,491
other calls between 11-15-14 and 2-15-15, including additional SEP activity through 2-22-15.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.

ASPE Office of Health Policy March 2015
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SECTION II. DATA FOR THE 14 STATES USING THEIR OWN MARKETPLACE
PLATFORMS

Nearly 2.85 million individuals have selected 2015 plans through the Marketplace s in the 14
states (including DC) that are using their own Marketplace platforms for the 2015 coverage year
as of 2-15-15 (including SEP activity through 2-21-15).%° Several states (Maryland,
Massachusetts, and Idaho) are unable to separate out data for new consumers and consumers
reenrolling in coverage through the Marketplaces due to system vendor changes or other
information technology system issues. This includes:

e 357,764 plan selections through the Marketplaces in 3 states reporting all enrollees as
new consumers because of systems issues. (Idaho,?’ Maryland, and Massachusetts); and

e 2,492,019 plan selections through the Marketplaces in 11 states reporting data on new
consumers, consumers actively reenrolling in Marketplace coverage, and automatic
reenrollees (California, Colorado, Connecticut, District of Columbia, Hawaii, Kentucky,
Minnesota, New York, Rhode Island, Vermont, and Washington).

Consistent with experience during the 2014 Open Enrollment period, the Marketplaces in the
states using their own Marketplace platforms experienced additional plan selections as the close
of the 2015 Open Enrollment period approached. Table 11 shows that 16 percent of the nearly
2.85 million plan selections for consumers who selected or were automatically enrolled in
Marketplace plans in these states during the 2015 Open Enrollment period (including SEP
activity through 2-21-15) occurred during the last month of the Open Enrollment period
(between 1-18-15 and 2-15-15, including SEP activity through 2-21-15).

%8 Data for California are for 11-15-14 to 2-22-15.
%" Data for Idaho include some automatic reenrollees from their previous HealthCare.gov platform (Idaho used the
HealthCare.gov platform during the 2014 coverage year); however, ldaho is treating all plan selections as new in 2015.

ASPE Office of Health Policy March 2015
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Table 11
2015 Plan Selections Through the Marketplaces in States Using Total Plan Selections
Their Own Marketplace Platforms By Plan Selection Date Number % of Total
Total 2015 Plan Selections Through the Marketplaces in States Using 2.85 million 100%
Their Own Marketplace Platforms, 11-14-14 to 2-15-15 (including SEP
activity through 2-22-15) (2) (3)
Number With Plan Selection Dates During the First Two Months of the 2.38 million 84%
Open Enrollment Period (11-15-14 to 1-17-15)
Number Who Selected a Marketplace Plan During the Last Month of 0.47 million 16%
the Open Enrollment Period (including SEP activity through 2-22-15)

Notes: Numbers may not add to totals due to rounding

(1) Total 2015 Marketplace Plan Selections represents cumulative data on the number of unique individuals who have selected or
been automatically reenrolled into a 2015 Marketplace medical plan for enrollment through the individual market Marketplaces
(with or without the first premium payment having been received directly by the issuer). This is also known as pre-effectuated
enrollment, because enrollment is not considered effectuated until the first premium payment is made, and this figure includes
plan selections for which enrollment has not yet been effectuated. These data also do not include: standalone dental plan
selections; or individuals who may have selected a 2014 Marketplace plan during the reporting period, as a result of having been
eligible for a Special Enrollment Period (SEP). Except for three states, the data for total number of plan selections removes
cancellations and terminations. Minnesota does not remove either from its total plan selection data, whereas DC removes
cancellations and terminations from its automatic reenrollment data and New York removes cancellations and terminations from
its active and automatic reenrollee data.

(2) Special Enrollment Period (SEP) activity includes plan selections that were made between 2-15-15 and 2-21-15 by those who
qualified for an SEP because they were “in line” on 2-15-15, as well as those who experienced a qualifying life event or a
complex situation related to applying for coverage in the Marketplace with coverage effective on March 1, 2015.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.

This report also includes available data relating to completed applications, eligibility
determinations, website visitors, and call center activity (see Table 12); as well as the overall
distribution of Marketplace plan selections by gender, age, metal level, and financial assistance
status. (See Appendix Table A3 for a summary of available data on the characteristics of
Marketplace plan selections in these states, and Appendix Table D3 for a summary of which data
are available for each state. Additionally, Appendix Tables C1, C2, C3, C4, and C5 include
state-level data for several metrics).

|
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Table 12
Cumulative Enrollment-Related Information on the Reporting Period:
Marketplaces in 2015 Open
States Using Their Own Marketplace Platforms Enrollment Period
1)
Visitors to the Marketplace Websites
: 13,011,171
Number of States Reporting: 13
Calls to the Marketplace Call Centers
i 8,110,152
Number of States Reporting: 14
Number of Completed Applications
) 1,886,934
Number of States Reporting: 12
Number of Individuals Included in Completed Applications
3,525,757

Number of States Reporting: 12

Number of Individuals Determined Eligible to Enroll in a 2015 Plan through the
Marketplaces 3,694,776

Number of States Reporting: 14

Number of Individuals Who Have Selected a 2015 Plan through the Marketplaces (2)

. 2,849,783
Number of States Reporting: 14

Notes:

(1) Most of the data in this table are for the 11-15-14 to 2-15-15 (including SEP activity through 2-21-15) reporting period with
the following exceptions: data for California are for 11-15-14 to 2-15-15 (including SEP activity through 2-22-15).

(2) Total 2015 Marketplace Plan Selections generally represents cumulative data on the number of unique individuals who have
selected a 2015 Marketplace medical plan for enrollment through the individual market Marketplaces (with or without the first
premium payment having been received directly by the issuer). This is also known as pre-effectuated enrollment, because
enrollment is not considered effectuated until the first premium payment is made, and this figure includes plan selections for
which enrollment has not yet been effectuated (however, one state, Washington, has reported data on effectuated enroliment).
Except for three states, the data for total number of plan selections removes cancellations and terminations. Minnesota does not
remove either from its total plan selection data, whereas DC removes cancellations and terminations from its automatic
reenrollment data and New York removes cancellations and terminations from its active and automatic reenrollee data. These
data do not include a count of the number of individuals who have selected a standalone dental plan. They also generally do not
include data for individuals who may have selected a 2014 Marketplace plan during the reporting period, as a result of having
been eligible for a Special Enrollment Period (SEP).

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.

|
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SECTION I1l. METHODOLOGICAL OVERVIEW

The data reported here have been obtained from the information systems of the Centers for
Medicare & Medicaid Services (CMS), based on information collected for 37 states using the
HealthCare.gov platform. We also obtained more limited data reported to CMS by the 14 states
(including DC) that are using their own Marketplace platforms. Data for the Small Business
Health Options Program (SHOP) Marketplaces are not included in this report.

This report includes data that are currently available on enrollment-related activity for the 2015
Open Enrollment period — which generally corresponds with data from 11-15-14 to 2-15-15
(including SEP activity through 2-22-15) for the 37 HealthCare.gov states; and from 11-15-14 to
2-15-15 (including SEP activity through 2-22-15) in states that are using their own Marketplace
platforms for the 2015 coverage (see Table 13 below).

Table 13

Marketplace Type Reporting Period

11-15-14 to 2-15-15 (including SEP

States Using the HealthCare.gov Marketplace Platform (37 states) activity thru 2-22-15)

States Using Their Own Marketplace Platform (14 states)

California 11-15-14 to 2-15-15 (including SEP
activity thru 2-22-15)
Other 13 States (including DC) 11-15-14 to 2-15-15 (including SEP

activity thru 2-21-15)

Data for certain metrics are not available for several of the states that are using their own
Marketplace platforms.

It is important to note that some of the 14 states that are using their own Marketplace platforms
are not separately reporting data for new consumers and consumers who are reenrolling in
coverage through the Marketplaces. Please refer to Appendix D for additional technical notes.

This report also includes available data on the characteristics of individuals who have selected a
plan through the Marketplaces for the 37 states that are using the HealthCare.gov platform for

2015, and the 14 states that are using their own Marketplace platforms. In some cases, the data
for certain characteristics of Marketplace plan selections are not yet available in selected states.

We believe that the information contained in this issue brief provides the most systematic
summary of enrollment-related activity in the Marketplaces for the 2015 Open Enrollment period
because the data for the various metrics are counted using comparable definitions for data
elements across states and Marketplace types.

|
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SECTION IV: APPENDICES

Appendix A: Characteristics of Marketplace Plan Selections

e Al - Marketplace Plan Selections by Gender, Age, Metal Level, and | Page 24
Financial Assistance Status — Total for all Marketplaces

o A2 - Marketplace Plan Selections by Gender, Age, Metal Level, Page 26
Financial Assistance Status, Race/Ethnicity, and Rural Status in
States Using the HealthCare.gov Platform
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Metal Level; Financial Assistance Status and Metal Level; and Metal
Level and Age in States Using their Own Marketplace Platform

e A4 - Marketplace Plan Selections by Gender, Age, Metal Level, and | Page 33
Financial Assistance Status in States Using their Own Marketplace

Platform
Appendix B: Selected State-Level Tables — HealthCare.gov States
e Bl - Marketplace Plan Selection by Enrollment Type in States Page 36
Using the HealthCare.gov Platform, By State
e B2 -Plan Switching by Active Reenrollees Who Selected Plans Page 39

Through the Marketplaces in States Using the HealthCare.gov
Platform, By State

e B3 - Total Completed Applications and Individuals Who Completed | Page 41
Applications in States Using the HealthCare.gov Platform, By State

e B4 - Total Marketplace Eligibility Determinations, and Marketplace | Page 43
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e BG6 - Total Marketplace Plan Selections by Age in States Using the Page 48
HealthCare.gov Platform, By State

e B7—Reduction in Average Monthly Premiums from Advance Page 50
Premium Tax Credits in States Using the HealthCare.gov Platform,
By State

e B8 - Availability and Selection of Marketplace Plans With Monthly | Page 52
Premiums of $100 or Less After the Advance Premium Tax Credit
(APTC) for Individuals with 2015 Marketplace Plan Selections with
the APTC in States Using the HealthCare.gov Platform

Appendix C: Selected State-Level Tables — States Using Their Own Marketplace
Platforms
e C1 - Marketplace Plan Selection by Enrollment Type in States Page 54

Using the HealthCare.gov Platform, By State

e C2 - Total Completed Applications and Individuals Who Completed | Page 56
Applications in States Using Their Own Marketplace Platforms, By
State

e C3 - Total Marketplace Eligibility Determinations, and Marketplace | Page 58
Plan Selections in States Using Their Own Marketplace Platforms,
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e C4 - Total Marketplace Plan Selections by Financial Assistance Page 60
Status in States Using Their Own Marketplace Platforms, By State

e C5 - Total Marketplace Plan Selections by Age in States Using Their | Page 62
Own Marketplace Platforms, By State

Appendix D: Technical Notes Page 64
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APPENDIX TABLE Al

Marketplace Plan Selections by Gender, Age, Metal Level, and Financial Assistance,
Marketplaces Total
11-15-14 to 2-15-15 (including SEP activity through 2-22-15) (1)
Marketplaces Total
(States Using the HealthCare.gov Platform and States
Using Their Own Marketplace Platforms)
Characteristics Number
11-15-14 to 2-15-15 %b of Available Data,
(including SEP activity Excluding Unknown
through 2-22-15) (€©))
(2)

Total Who Have Selected a Marketplace Plan
Total Number of Individuals Who Have Selected or
Been Automatically Reenrolled Into a 2015
Marketplace Plan 11,688,074 n/a
By Gender
Female 6,281,662 54%
Male 5,398,069 46%
Subtotal: Plan Selections With Available Data
on Gender 11,679,731 100%
Unknown Gender 8,343 n/a
By Age
Age < 18 890,017 8%
Age 18-25 1,269,792 11%
Age 26-34 1,982,477 17%
Age 35-44 1,940,164 17%
Age 45-54 2,559,338 22%
Age 55-64 2,947,749 25%
Age =65 74,824 1%
Subtotal: Plan Selections With Available Data
on Age (2) 11,664,361 100%
Unknown Age 3,001 n/a
Ages 18 to 34 3,252,269 28%
Ages O to 34 4,142,286 36%
By Metal Level
Bronze 2,574,807 22%
Silver 7,801,379 67%

|
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Marketplace Plan Selections by Gender, Age, Metal Level, and Financial Assistance,
Marketplaces Total
11-15-14 to 2-15-15 (including SEP activity through 2-22-15) (1)

Marketplaces Total
(States Using the HealthCare.gov Platform and States
Using Their Own Marketplace Platforms)

Characteristics Number

11-15-14 to 2-15-15 %b of Available Data,

(including SEP activity Excluding Unknown

through 2-22-15) 3)
@)

Gold 794,853 7%
Platinum 381,989 3%
Catastrophic 110,304 1%
Subtotal: Plan Selections With Available Data
on Metal Level (4) 11,663,332 100%
Standalone Dental 1,402,616 n/a
Unknown Metal Level 75,060 n/a

By Financial Assistance Status

With Financial Assistance 9,941,820 86%

Without Financial Assistance 1,682,145 14%

Subtotal: Plan Selections With Available Data

on Financial Assistance (2) 11,623,965 100%

Unknown Financial Assistance Status 0 n/a
Notes:

Percentages in this table have been rounded. Some numbers may not add to totals due to rounding.

(1) Unless otherwise noted, the data in this table represent cumulative data on the number of unique individuals who have been
determined eligible to enroll in a Marketplace plan, and have selected a Marketplace medical plan (with or without the first
premium payment having been received by the issuer). Individuals who have cancelled or terminated their Marketplace plans are
not included in the total number of plan selections for all but three states (Minnesota, DC and New York). These data also do not
include: standalone dental plan selections; or individuals who may have selected a 2014 Marketplace plan during the reporting
period, as a result of having been eligible for a Special Enrollment Period (SEP). Data for the 37 HealthCare.gov States include
SEP activity through 2-22-15; data for the 15 States using their own Marketplace platforms include SEP activity through 2-21-15
(with the exception of CA, which includes SEP activity through 2-22-15). For additional technical notes, please refer to
Appendix D of this report.

(2) For each metric, the data represent the total number of “Individuals Applying for 2015 Coverage in Completed Applications”
who have selected a 2015 medical Marketplace plan for enrollment through the Marketplace (with or without the first premium
payment having been received directly by the issuer) during the reference period, excluding plan selections with unknown data
for a given metric. This is also known as pre-effectuated enrollment, because enrollment is not considered effectuated until the
first premium payment is made, and this figure includes plan selections for which enrollment has not yet been effectuated.

(3) In some cases, the data for certain characteristics of Marketplace plan selections are not yet available. For this reason, for
each metric, we have calculated the comparable percentages based on the number of plan selections with known data for that
metric.

(4) The subtotals for each metal tier type do not sum to the total number due to a small number of individuals (0.1%) who have
multiple 2015 Marketplace plan selections in the system that will be resolved through data cleanup processes. Data for
standalone dental plan selections are shown separately in this section, but are not included in any of the other metrics in this table.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.

|
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APPENDIX TABLE A2

Marketplace Plan Selections by Gender, Age, Metal Level, Financial Assistance Status,
Race/Ethnicity, and Rural Status
in States Using the HealthCare.gov Platform (1)
11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

States Using the HealthCare.gov Platform for the
2015 Coverage Year
(37 States)

Characteristics Number
11-15-14 to 2-15-15 % of Available Data,
(including SEP activity Excluding Unknown
through 2-22-15) (€©))
2

Total Who Have Selected a Marketplace Plan

Total Number of Individuals Who Have Selected or
Been Automatically Reenrolled Into a 2015

Marketplace Plan 8,838,291 n/a
By Gender

Female 4,798,629 54%
Male 4,034,320 46%

Subtotal: Plan Selections With Available Data

on Gender 8,832,949 100%
Unknown Gender 5,342 n/a
By Age

Age < 18 726,305 8%
Age 18-25 990,751 11%
Age 26-34 1,479,091 17%
Age 35-44 1,474,514 17%
Age 45-54 1,912,050 22%
Age 55-64 2,182,380 25%
Age =65 52,488 1%
Subtotal: Plan Selections With Available Data

on Age (2) 8,817,579 100%
Unknown Age n/a n/a
Ages 18 to 34 2,469,842 28%
Ages O to 34 3,196,147 36%

By Metal Level

Bronze 1,872,457 21%

Silver 6,090,199 69%

|
ASPE Office of Health Policy March 2015



ASPE Issue Brief Page 27

Marketplace Plan Selections by Gender, Age, Metal Level, Financial Assistance Status,
Race/Ethnicity, and Rural Status
in States Using the HealthCare.gov Platform (1)
11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

States Using the HealthCare.gov Platform for the
2015 Coverage Year
(37 States)

Characteristics Number

11-15-14 to 2-15-15 %o of Available Data,

(including SEP activity Excluding Unknown

through 2-22-15) (€))
(2)

Gold 573,641 6%
Platinum 225,074 3%
Catastrophic 76,920 1%
Subtotal: Plan Selections With Available Data
on Metal Level (4) 8,838,291 100%
Standalone Dental 1,377,874 n/a
Unknown Metal Level 0 n/a

By Financial Assistance Status

With Financial Assistance 7,690,911 87%
Without Financial Assistance 1,147,380 13%
Subtotal: Plan Selections With Available Data

on Financial Assistance (2) 8,838,291 100%
Unknown Financial Assistance Status n/a n/a

By Self-Reported Race/Ethnicity

American Indian / Alaska Native 26,314 0%
Asian 460,293 8%
Native Hawaiian / Pacific Islander 5,145 0%
African-American 789,498 14%
Latino 613,053 11%
White 3,649,620 65%
Multiracial 76,609 1%

Subtotal: Plan Selections With Available Data

on Self-Reported Race/Ethnicity 5,620,532 100%
Unknown Race/Ethnicity 3,217,759 n/a
By Rural Status

In ZIP Codes Designated as Rural 1,542,970 17%
In ZIP Codes Designated as Urban 7,295,321 83%

|
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Marketplace Plan Selections by Gender, Age, Metal Level, Financial Assistance Status,
Race/Ethnicity, and Rural Status
in States Using the HealthCare.gov Platform (1)
11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

States Using the HealthCare.gov Platform for the
2015 Coverage Year
(37 States)

Characteristics Number
11-15-14 to 2-15-15 %o of Available Data,
(including SEP activity Excluding Unknown
through 2-22-15) (€))
(2)
Subtotal: Plan Selections With Available Data
on Rural Status 8,838,291 100%
Unknown Rural Status n/a n/a
Notes:

Percentages in this table have been rounded. Some numbers may not add to totals due to rounding.

(1) Unless otherwise noted, the data in this table represent cumulative data on the number of unique individuals who have been
determined eligible to enroll in a Marketplace plan, and have selected a Marketplace medical plan (with or without the first
premium payment having been received by the issuer). Individuals who have cancelled or terminated their Marketplace plans are
not included in the total number of plan selections. These data also do not include: standalone dental plan selections; or
individuals who may have selected a 2014 Marketplace plan during the reporting period, as a result of having been eligible for a
Special Enrollment Period (SEP). For additional technical notes, please refer to Appendix D of this report.

(2) For each metric, the data represent the total number of “Individuals Applying for 2015 Coverage in Completed Applications”
who have selected a 2015 medical Marketplace plan for enrollment through the Marketplace (with or without the first premium
payment having been received directly by the issuer) during the reference period, excluding plan selections with unknown data
for a given metric. This is also known as pre-effectuated enrollment, because enrollment is not considered effectuated until the
first premium payment is made, and this figure includes plan selections for which enrollment has not yet been effectuated.

(3) In some cases, the data for certain characteristics of Marketplace plan selections are not yet available. For this reason, for
each metric, we have calculated the comparable percentages based on the number of plan selections with known data for that
metric.

(4) The subtotals for each metal tier type do not sum to the total number due to a small number of individuals (0.1%) who have
multiple 2015 Marketplace plan selections in the system that will be resolved through data cleanup processes. Data for
standalone dental plan selections are shown separately in this section, but are not included in any of the other metrics in this table.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.
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Marketplace Plan Selections by Gender and Age; Gender and Metal Level; Financial Assistance Status and
Metal Level; and Metal Level and Age in States Using the HealthCare.gov Platform (1)
11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

HealthCare.gov States Total

Females —
HealthCare.gov States

Males —
HealthCare.gov States

Description % of Available . .
Pt Number Data, Excluding Number %o of A\.'a'lable bata, Number %6 of A\.'a'lable Data,
Excluding Unknown Excluding Unknown
) Unknown 2 ?) 2) 3)
3)
Total Who Have Selected a Marketplace Plan
Number of
Individuals Who
Have Selected a
Marketplace Plan 8,838,291 n/a n/a 4,798,629 n/a n/a 4,034,320 n/a n/a
% of % of % of
% of Age % of Age % of Age
By Gender and Gender Group Gender Group Gender Group
Age Total Total Total Total Total Total
Number 4 ) Number 4 ) Number 4 )
Age < 18 726,305 8% 100% 354,662 7% 49% 371,374 9% 51%
Age 18-25 990,751 11% 100% 528,623 11% 53% 461,501 11% 47%
Age 26-34 1,479,091 17% 100% 787,537 16% 53% 690,799 17% 47%
Age 35-44 1,474,514 17% 100% 791,804 17% 54% 681,786 17% 46%
Age 45-54 1,912,050 22% 100% 1,049,934 22% 55% 860,837 21% 45%
Age 55-64 2,182,380 25% 100% | 1,244,747 26% 57% 936,186 23% 43%
Age =265 52,488 1% 100% 29,418 1% 56% 23,038 1% 44%
Subtotal: Plan
Selections With
Available Data on
Age 8,817,579 100% 100% 4,786,725 100% 54% 4,025,521 100% 46%
Unknown Age n/a n/a n/a n/a n/a n/a n/a n/a n/a
Ages 18 to34 2,469,842 28% 100% 1,316,160 27% 53% 1,152,300 29% 47%
Ages 0 to 34 3,196,147 36% 100% 1,670,822 35% 52% 1,523,674 38% 48%
% of % of % of
% of Metal % of Metal % of Metal
By Gender and Gender Level Gender Level Gender Level
Metal Level Total Total Total Total Total Total
Number 4 [©O) Number 4 [©O) Number 4 )
Bronze 1,872,457 21% 100% 950,185 20% 51% 921,300 23% 49%
Silver 6,090,199 69% 100% 3,393,112 71% 56% 2,693,099 67% 44%
Gold 573,641 6% 100% 301,753 6% 53% 271,621 7% 47%
Platinum 225,074 3% 100% 116,818 2% 52% 108,158 3% 48%
Catastrophic 76,920 1% 100% 36,761 1% 48% 40,142 1% 52%
Subtotal: Plan
Selections With
Available Data on
Metal Level 8,838,291 100% 100% 4,798,629 100% 54% 4,034,320 100% 46%
Standalone Dental 1,377,874 n/a n/a 751,805 n/a n/a 625,307 n/a n/a
Unknown Metal
Level 0 n/a n/a n/a n/a n/a n/a n/a n/a
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With Financial Assistance -

Without Financial Assistance -

HealthCare.gov States Total HealthCare.gov States HealthCare.gov States
Description Number % of Ayailable Data, Number % of A\_/ailable Data, Number % of Ayailable Data,
Excluding Unknown Excluding Unknown Excluding Unknown
Total Who Have Selected a Marketplace Plan
Number of
Individuals Who
Have Selected a
Marketplace Plan 8,838,291 n/a n/a 7,690,911 n/a n/a | 1,147,380 n/a n/a
By Financial _% of % of _% of_ % of _% of % of
. Financial Metal Financial Metal Financial Metal
Assistance . N .
Assistance Level Assistance Level Assistance Level
Status and Metal Status Total Status Total Status Total
Level (6) Number Total (4) (5) Number Total (4) (5) Number Total (4) (5)
Bronze 1,872,457 21% 100% 1,471,197 19% 79% 401,260 35% 21%
Silver 6,090,199 69% 100% 5,725,012 74% 94% 365,187 32% 6%
Gold 573,641 6% 100% 360,353 5% 63% 213,288 19% 37%
Platinum 225,074 3% 100% 134,354 2% 60% 90,720 8% 40%
Catastrophic 76,920 1% 100% 0 0% 0% 76,920 7% 100%
Subtotal: Plan
Selections With
Available Data on
Metal Level 8,838,291 100% 100% 7,690,911 100% 87% | 1,147,380 100% 13%
Standalone Dental 1,377,874 n/a n/a 0 n/a n/a 0 n/a n/a
Unknown Metal
Level 0 n/a n/a 0 n/a n/a 0 n/a n/a
HealthCare.gov States Total Bronze Plan Selections Silver Plan Selections
S . %b of Available % of Available
Description Number Oé) Olf Ad\.la”é:)bli bata, Number Data, Excluding Number Data, Excluding
) xclu |n?3)n nown (#)) Unknown (#3) Unknown
3) 3)
Total Who Have Selected a Marketplace Plan
Number of
Individuals Who
Have Selected a
Marketplace Plan 8,838,291 n/a n/a 1,872,457 n/a n/a | 6,090,199 n/a n/a
% of % of % of
Age Age Age
Bygmetalifevel % of Metal Group % of Metal Group % of Metal Group
and Age (6) Level Total Total Level Total Total Level Total Total
Number 4 ) Number 4 5) Number 4 )
Age <18 726,305 8% 100% 168,300 9% 23% 429,614 7% 59%
Age 18-25 990,751 11% | 100% 194,316 10% 20% 705,264 12% 71%
Age 26-34 1,479,091 17% | 100% 316,319 17% 21% 989,441 16% 67%
Age 35-44 1,474,514 17% |  100% 288,780 15% 20% | 1,044,435 17% 71%
Age 45-54 1,912,050 22% | 100% 402,611 22% 21% | 1,353,224 22% 71%
Age 55-64 2,182,380 25% | 100% 487,546 26% 22% | 1,515,303 25% 69%
Age 265 52,488 1% | 100% 9,540 1% 18% 39,722 1% 76%
Subtotal: Plan
Selections With
Available Data on
Age 8,817,579 100% 100% 1,867,412 100% 21% 6,077,003 100% 69%
Unknown Age n/a n/a n/a n/a n/a n/a n/a n/a n/a
Ages 18 to34 2,469,842 28% 100% 510,635 27% 21% 1,694,705 28% 69%
Ages O to 34 3,196,147 36% | 100% 678,935 36% 21% | 2,124,319 35% 66%
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Gold Plan Selections Platinum Plan Selections Catastrophic Plan Selections
P % of Available % of Available % of Available
Description Number Data, Excluding Number Data, Excluding Number Data, Excluding
(&) Unknown (&) Unknown ) Unknown
() (€©)) (€©)
Total Who Have Selected a Marketplace Plan
Number of
Individuals Who
Have Selected a
Marketplace Plan 573,641 n/a n/a 225,074 n/a n/a 76,920 n/a n/a
% of % of % of % of % of
Metal Age Metal Age % of Age
By Metal Level Level Group Level Group Metal Group
and Age (6) Total Total Total Total Level Total
Number (&) [©O) Number (&) [©O) Number Total (4) [©O)
Age < 18 89,511 16% 12% 35,230 16% 5% 3,650 5% 1%
Age 18-25 45,992 8% 5% 19,500 9% 2% 25,679 34% 3%
Age 26-34 92,832 16% 6% 42,376 19% 3% 38,123 50% 3%
Age 35-44 93,299 16% 6% 43,676 19% 3% 4,324 6% 0%
Age 45-54 110,297 19% 6% 42,789 19% 2% 3,129 4% 0%
Age 55-64 137,900 24% 6% 39,890 18% 2% 1,741 2% 0%
Age =265 2,245 0% 4% 978 0% 2% 3 0% 0%
Subtotal: Plan
Selections With
Available Data on
Age 572,076 100% 6% 224,439 100% 3% 76,649 100% 1%
Unknown Age 1,565 n/a n/a n/a n/a n/a 267 n/a n/a
Ages 18 to34 138,824 24% 6% 61,876 28% 3% 63,802 83% 3%
Ages 0 to 34 228,335 40% 7% 97,106 43% 3% 67,452 88% 2%
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Standalone Dental Plan Selections
Description Number (2) 9% of AvaSiELi\?vit?é)Excluding
Total Who Have Selected a Marketplace Plan
Number of Individuals Who Have Selected a
Marketplace Plan 1,377,874 n/a n/a
Number Who Have Selected a Standalone 76 of Metal %6 of Age
Dental Plan By Metal Level and Age Level Total Group Total
Number (C)) 5)
Age < 18 99,744 7% 14%
Age 18-25 159,052 12% 16%
Age 26-34 302,134 22% 20%
Age 35-44 260,498 19% 18%
Age 45-54 277,464 20% 15%
Age 55-64 269,468 20% 12%
Age =265 6,391 0% 12%
Subtotal: Plan Selections With Available Data
on Age 1,374,751 100% 16%
Unknown Age n/a n/a n/a
Ages 18 to34 461,186 34% 19%
Ages O to 34 560,930 41% 18%
Notes:

Percentages in this table have been rounded. Some numbers may not add to totals due to rounding.

(1) Unless otherwise noted, the data in this table represent cumulative data on the number of unique individuals who have been
determined eligible to enroll in a Marketplace plan, and have selected a Marketplace medical plan (with or without the first
premium payment having been received by the issuer). Individuals who have cancelled or terminated their Marketplace plans are
not included in the total number of plan selections. These data also do not include: standalone dental plan selections; or
individuals who may have selected a 2014 Marketplace plan during the reporting period, as a result of having been eligible for a
Special Enrollment Period (SEP). For additional technical notes, please refer to Appendix D of this report.

(2) For each metric, the data represent the total number of “Individuals Applying for 2015 Coverage in Completed Applications”
who have selected a 2015 medical Marketplace plan for enrollment through the Marketplace (with or without the first premium
payment having been received directly by the issuer) during the reference period, excluding plan selections with unknown data
for a given metric. This is also known as pre-effectuated enrollment, because enrollment is not considered effectuated until the
first premium payment is made, and this figure includes plan selections for which enrollment has not yet been effectuated.

(3) In some cases, the data for certain characteristics of Marketplace plan selections are not yet available. For this reason, for
each metric, we have calculated the comparable percentages based on the number of plan selections with known data for that
metric.

(4) Represents the vertical percentage for the data that are being shown based on a given set of metrics. For example, if the rows
show Age Groups and the columns show Gender, then this percentage represents the data for a given Age Group / Gender
combination as a percentage of the comparable Gender total for all Age Groups (e.g., Persons between the ages of 18 and 34
represent X percent of the all of the Female Marketplace Plan selections).

(5) Represents the horizontal percentage of the data that are being shown based on a given set of metrics. For example, if the
rows show Age Groups and the columns show Gender, then this percentage represents the data for a given Age Group / Gender
combination as a percentage of the comparable Age Group total for all Genders (e.g., Females represent X percent of the
Marketplace Plan selections for persons between the ages of 18 and 34).

(6) The subtotals for each metal tier type do not sum to the total number due to a small number of individuals (0.1%) who have
multiple 2015 Marketplace plan selections in the system that will be resolved through data cleanup processes. Data for
standalone dental plan selections are shown separately in this section, but are not included in any of the other metrics in this table.
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APPENDIX TABLE A4

Marketplace Plan Selections by Gender, Age, Metal Level, and Financial Assistance
Status in State-Based Marketplaces Using Their Own Marketplace Platforms (1)
11-15-14 to 2-15-15 (including SEP activity through 2-21-15)

State-Based Marketplaces Using Their Own
Marketplace Platforms
for the 2015 Coverage Year
(14 States)
Characteristics Number
11-15-14 to 9% of Available Data,
2-15-15 h
. ) - Excluding Unknown
(including SEP activity 3)
through 2-21-15)
(@)
Total Who Have Selected a Marketplace Plan (14 States Reporting)
Total Number of Individuals Who Have Selected or
Been Automatically Reenrolled Into a 2015 2,849,783 100%
Marketplace Plan
By Gender (10 States Reporting)
Female 1,483,033 52.1%
Male 1,363,749 47.9%
Subtotal: Plan Selections With Available Data 2,846,782 100%
on Gender
Unknown Gender 3,001 n/a
By Age (10 States Reporting)
Age < 18 163,712 5.8%
Age 18-25 279,041 9.8%
Age 26-34 503,386 17.7%
Age 35-44 465,650 16.4%
Age 45-54 647,288 22.7%
Age 55-64 765,369 26.9%
Age 265 22,336 0.8%
Subtotal: Plan Selections With Available Data 2,846,782 100%
on Age (2)
Unknown Age 3,001 n/a
Ages 18 to 34 782,427 27.5%
Ages O to 34 946,139 33.2%
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Marketplace Plan Selections by Gender, Age, Metal Level, and Financial Assistance
Status in State-Based Marketplaces Using Their Own Marketplace Platforms (1)
11-15-14 to 2-15-15 (including SEP activity through 2-21-15)

State-Based Marketplaces Using Their Own
Marketplace Platforms
for the 2015 Coverage Year
(14 States)
Characteristics Number
11-15-14 to % of Available Data,
2-15-15 h
. ) - Excluding Unknown
(including SEP activity 3)
through 2-21-15)
)
By Metal Level (10 States Reporting)
Bronze 702,350 24.9%
Silver 1,711,180 60.6%
Gold 221,212 7.8%
Platinum 156,915 5.6%
Catastrophic 33,384 1.2%
Subtotal: Plan Selections With Available Data 2,825,041 100%
on Metal Level (4)
Standalone Dental 24,742 n/a
Unknown Metal Level 75,060 n/a
By Financial Assistance Status (9 States
Reporting)
With Financial Assistance 2,250,909 80.8%
Without Financial Assistance 534,765 19.2%
Subt_otal: _Plan S_electlons With Available Data 2,785,674 100%
on Financial Assistance (2)
Unknown Financial Assistance Status 64,109 n/a

Notes:
Percentages in this table have been rounded. Some numbers may not add to totals due to rounding.

(1) Unless otherwise noted, the data in this table represent cumulative data on the number of unique individuals who have been
determined eligible to enroll in a Marketplace plan, and have selected a Marketplace medical plan (with or without the first
premium payment having been received by the issuer). These data do not include a count of the number of individuals who have
selected a standalone dental plan; or individuals who may have selected a 2014 Marketplace plan during the reporting period, as a
result of having been eligible for a Special Enrollment Period (SEP). Except for three states, the data for total number of plan
selections removes cancellations and terminations. Minnesota does not remove either from its total plan selection data, whereas
DC removes cancellations and terminations from its automatic reenrollment data and New York removes cancellations and
terminations from its active and automatic reenrollee data. For additional technical notes, please refer to Appendix D of this
report.

All states except DC, Minnesota, New York, and Washington removed cancellations and terminations from all total plan
selection data. DC removed cancellations and terminations from its auto reenrollee data. New York removed cancellations and
terminations from all of its reenrollee data, active and automatic, but did not remove them from the “new” plan selections.
Washington removed terminations from all of their plan selection data. Minnesota did not remove cancellations and terminations
from its plan selection data.
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(2) For each metric, the data represent the total number of “Individuals Applying for 2015 Coverage in Completed Applications”
who have selected a 2015 medical Marketplace plan for enrollment through the Marketplace (with or without the first premium
payment having been received directly by the issuer) during the reference period, excluding plan selections with unknown data
for a given metric. This is also known as pre-effectuated enrollment, because enrollment is not considered effectuated until the
first premium payment is made, and this figure includes plan selections for which enrollment has not yet been effectuated. (3) In
some cases, the data for certain characteristics of Marketplace plan selections are not yet available. For this reason, for each
metric, we have calculated the comparable percentages based on the number of plan selections with known data for that metric.

(4) The subtotals for each metal tier type do not sum to the total number due to a small number of individuals (0.1%) who have
multiple 2015 Marketplace plan selections in the system that will be resolved through data cleanup processes. Data for
standalone dental plan selections are shown separately in this section, but are not included in any of the other metrics in this table.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.
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APPENDIX TABLE B1

Marketplace Plan Selection by Enrollment Type in
States Using the HealthCare.gov Platform, by State, 2015 (1)
11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

Total Number
of Individuals

Distribution By Enroliment Type (2)

With 2015 Consumers Reenrolling in
Plan Marketplace Coverage (4)
Description Selections Conﬁﬁvn\”llers i i
Through the (©)) Total Re:r(l::(l)\;le;es RAeuetr?rrglall(teg:s
Marketplaces Reenrollees
e (G)) ©)
Number % of Total % of Total % of Total % of Total
States Using the HealthCare.gov Platform (7)
State-Based Marketplaces (SBMs) Using the HealthCare.gov Platform (8)
Nevada (9) 73,596 100% 0% 0% 0%
New Mexico 52,358 51% 49% 18% 31%
Oregon (9) 112,024 100% 0% 0% 0%
Subtotal - SBMs
Ezgghtchsre.gov 237,978 89% 11% 4% 7%
Platform
Federally-Facilitated Marketplace (FFM) States
Alabama 171,641 54% 46% 25% 21%
Alaska 21,260 52% 48% 35% 13%
Arizona 205,666 48% 52% 25% 27%
Arkansas 65,684 44% 56% 20% 37%
Delaware 25,036 51% 49% 22% 27%
Florida 1,596,296 55% 45% 30% 15%
Georgia 541,080 55% 45% 21% 23%
Hlinois 349,487 50% 50% 21% 29%
Indiana 219,185 50% 50% 26% 25%
lowa 45,162 53% 47% 28% 19%
Kansas 96,197 52% 48% 24% 24%
Louisiana 186,277 58% 42% 21% 21%
Maine 74,805 47% 53% 34% 19%
Michigan 341,183 42% 58% 24% 34%
Mississippi 104,538 56% 44% 15% 29%
Missouri 253,430 52% 48% 26% 22%
Montana 54,266 41% 59% 29% 30%
Nebraska 74,152 53% 47% 33% 14%
New Hampshire 53,005 40% 60% 31% 29%
New Jersey 254,316 48% 52% 30% 23%
North Carolina 560,357 51% 49% 31% 18%
North Dakota 18,171 45% 55% 33% 23%
Ohio 234,341 47% 53% 25% 28%
Oklahoma 126,115 54% 46% 21% 25%
Pennsylvania 472,697 41% 59% 24% 34%
South Carolina 210,331 58% 42% 19% 23%
South Dakota 21,393 47% 53% 25% 28%
Tennessee 231,440 53% 47% 26% 21%
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Marketplace Plan Selection by Enrollment Type in
States Using the HealthCare.gov Platform, by State, 2015 (1)
11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

Total Number Distribution By Enrollment Type (2)
of Individuals
With 2015 Consumers Reenrolling in
Plan N Marketplace Coverage (4)
Description Selections Consﬁvn\”llers i i
Through the st Total Active Automatic
Marketplaces Reenrollees Reenrollees Reenrollees
e ) ©)
Number %o of Total %o of Total %o of Total %o of Total

Texas 1,205,174 57% 43% 21% 22%
Utah 140,612 49% 51% 24% 27%
Virginia 385,154 54% 46% 26% 20%
West Virginia 33,421 49% 51% 24% 26%
Wisconsin 207,349 44% 56% 32% 24%
Wyoming 21,092 48% 52% 28% 24%
TOTAL — States
Using the 8,838,291 53% 47% 25% 22%
HealthCare.gov
Platform
Notes:

“N/A” means that the data for the respective metric are not yet available for a given state.

(1) Unless otherwise noted, the data in these tables represent cumulative data on the number of unique individuals who have
selected or have been automatically reenrolled into a 2015 Marketplace medical plan for enroliment through the Marketplaces
(with or without the first premium payment having been received directly by the issuer). This is also known as pre-effectuated
enrollment, because enrollment is not considered effectuated until the first premium payment is made, and this figure includes
plan selections for which enrollment has not yet been effectuated. Individuals who have cancelled or terminated their
Marketplace plans are not included in the total number of plan selections. These data also do not include: standalone dental plan
selections; or individuals who may have selected a 2014 Marketplace plan during the reporting period, as a result of having been
eligible for a Special Enrollment Period (SEP). This table only reflects data for the individual market Marketplaces. For
additional technical notes, please refer to Appendix D of this report.

(2) “Distribution by Enrollment Type” represents the percentage of plan selections with available data on enrollment type that are
new consumers vs. consumers reenrolling in coverage through the Marketplaces.

(3) “New Consumers™ are those individuals who selected a 2015 Marketplace medical plan (with or without the first premium
payment having been received directly by the issuer) as of the reporting date, and did not have a Marketplace plan selection as of
November 2014. Individuals who have cancelled or terminated their Marketplace plans are not included in the total number of
plan selections. These data also do not include: standalone dental plan selections; or individuals who may have selected a 2014
Marketplace plan during the reporting period, as a result of having been eligible for a Special Enrollment Period (SEP).

(4) “Consumers reenrolling in coverage through the Marketplaces™ are those individuals who had a Marketplace plan selection as
of November 2014, and have either actively submitted a 2015 application and selected a 2015 Marketplace medical plan or have
been automatically reenrolled in coverage through the Marketplaces — with or without the first premium payment having been
received directly by the issuer). Individuals who have cancelled or terminated their Marketplace plans are not included in the
total number of plan selections. These data also do not include: standalone dental plan selections; or individuals who may have
selected a 2014 Marketplace plan during the reporting period, as a result of having been eligible for a Special Enrollment Period
(SEP). It is important to note that the reenrollment data in this report may include some individuals who were reenrolled in
coverage through the Marketplaces as of 2-15-15 (including SEP activity through 2-22-15), but who may ultimately decide not to
retain Marketplace coverage for the remainder of 2015 (for example, because they have obtained coverage through another
source such as an employer or Medicaid/CHIP). The plan selection data in future reports will exclude these individuals (e.g., due
to the subsequent cancellation or termination of their coverage).

(5) Active reenrollees are indviduals who had a Marketplace plan selection as of November 2014, and return to the Marketplace
to select a new plan or actively renew their existing plan.

(6) Automatic Reenrollees are individuals who had a Marketplace plan selection as of November 2014, and retain coverage
without returning to the Marketplace and selecting a plan. A consumer was automatically reenrolled into their 2014 plan or a
plan with similar benefits from their same issuer if they were enrolled in a Marketplace plan in 2014 and did not select a plan
ahead of the 12-15-14 deadline. If the consumer realized after the deadline that there was a better plan for their family or needed
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to update their information, the consumer could make that change before 2-15-15, and would at that point be considered as
having actively selected a plan.

(7) For the HealthCare.gov states, the data on 2015 Marketplace plan selections includes data for new consumers and consumers
who reenrolling in Marketplace coverage (including data for consumers who actively reenrolled in coverage through the
Marketplaces, and data for automatic reenrollees).

(8) Nevada, New Mexico, and Oregon are using the HealthCare.gov platform for 2015.

(9) Nevada and Oregon changed Marketplace platforms in 2015. Therefore, their 2015 Marketplace plan selections are generally
being classified as new consumers for operational enrollment and reporting purposes. However, a small number of 2015 plan
selections in these states may be classified as consumers reenrolling in coverage through the Marketplaces in cases where an

individual who had an active 2014 Marketplace plan selection in a HealthCare.gov state signs up for 2015 coverage in Oregon or
Nevada.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.
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Plan Switching by Active Reenrollees Who Selected Plans Through the Marketplaces in States Using the
HealthCare.gov Platform, By State (1)

11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

Description

Total Number

Proportion Who Switched Plans:

of Individuals Cor;l—sol}r?:ers Active
With 2015 . . . Reenrollees
Reenrolling in | Total Active . . .
Plan Who Switchers Switchers Switchers
. Coverage Reenrollees .
Selections Through the 3) Switched as a % of as a % of as a % of
Through the Plans Total Plan Total Active
Marketplaces .
Marketplaces @) @ Selections Reenrollees | Reenrollees
€Y}
Number Number Number Number % % %0

States Usin

g the HealthCare.gov Platform

State-Based Mar

ketplaces (SBMs) Using the HealthCare.gov Platform (5)

Nevada (6) 73,596 216 216 216 0% 100% 100%
New Mexico 52,358 25,398 9,195 4,542 9% 18% 49%
Oregon (6) 112,024 279 279 278 0% 100% 100%
Subtotal -

izzﬂih%sa:?g;g‘s 237,978 25,893 9,690 5,036 2% 19% 52%
Platform

Federally-Facilitated Marketplace (FFM) States

Alabama 171,641 78,631 43,040 9,535 6% 12% 22%
Alaska 21,260 10,214 7,376 4,422 21% 43% 60%
Arizona 205,666 107,435 51,017 34,965 17% 33% 69%
Arkansas 65,684 37,092 12,986 5,180 8% 14% 40%
Delaware 25,036 12,321 5,526 2,307 9% 19% 42%
Florida 1,596,296 718,276 481,215 294,847 18% 41% 61%
Georgia 541,080 242,228 116,062 62,038 11% 26% 53%
Hlinois 349,487 174,463 73,066 32,388 9% 19% 44%
Indiana 219,185 110,569 55,906 37,253 17% 34% 67%
lowa 45,162 21,152 12,598 9,266 21% 44% 74%
Kansas 96,197 46,393 23,398 13,922 14% 30% 60%
Louisiana 186,277 78,662 39,107 22,649 12% 29% 58%
Maine 74,805 39,765 25,509 7,550 10% 19% 30%
Michigan 341,183 197,398 80,865 41,072 12% 21% 51%
Mississippi 104,538 46,450 16,065 9,715 9% 21% 60%
Missouri 253,430 122,027 66,032 39,066 15% 32% 59%
Montana 54,266 32,054 15,841 8,167 15% 25% 52%
Nebraska 74,152 34,845 24,757 19,741 27% 57% 80%
New Hampshire 53,005 31,805 16,220 10,833 20% 34% 67%
New Jersey 254,316 133,215 75,712 45,197 18% 34% 60%
North Carolina 560,357 274,227 174,352 76,409 14% 28% 44%
North Dakota 18,171 10,080 5,969 3,121 17% 31% 52%
Ohio 234,341 123,258 58,806 35,541 15% 29% 60%
Oklahoma 126,115 57,486 26,378 14,275 11% 25% 54%
Pennsylvania 472,697 276,746 115,773 55,830 12% 20% 48%
South Carolina 210,331 88,749 40,650 22,315 11% 25% 55%
South Dakota 21,393 11,425 5,416 3,612 17% 32% 67%
Tennessee 231,440 108,241 59,091 35,674 15% 33% 60%
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Plan Switching by Active Reenrollees Who Selected Plans Through the Marketplaces in States Using the
HealthCare.gov Platform, By State (1)

11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

Total Number Total Proportion Who Switched Plans:
of Individuals Consumers Active
With 2015 . . . Reenrollees
Reenrolling in | Total Active . . .
Plan Coverage Reenrollees Who Switchers Switchers Switchers
Description Selections Through the 3) Switched as a % of as a % of as a % of
Through the Marketplaces Plans Total Plan Total Active
Marketplaces @ @ Selections | Reenrollees | Reenrollees
@
Number Number Number Number % % %
Texas 1,205,174 523,653 258,760 133,710 11% 26% 52%
Utah 140,612 71,959 33,840 17,931 13% 25% 53%
Virginia 385,154 176,642 98,822 43,555 11% 25% 44%
West Virginia 33,421 16,981 8,150 3,062 9% 18% 38%
Wisconsin 207,349 115,755 66,759 40,303 19% 35% 60%
Wyoming 21,092 10,964 5,877 3,431 16% 31% 58%
TOTAL — States
Using the 8,838,291 4,167,054 | 2,210,631 | 1,203,918 14% 29% 54%
HealthCare.gov
Platform
Notes:

“N/A” means that the data for the respective metric are not yet available for a given state.

(1) Unless otherwise noted, the data in these tables represent cumulative data on the number of unique individuals who have
selected or have been automatically reenrolled into a 2015 Marketplace medical plan for enroliment through the Marketplaces
(with or without the first premium payment having been received directly by the issuer). This is also known as pre-effectuated
enrollment, because enrollment is not considered effectuated until the first premium payment is made, and this figure includes
plan selections for which enrollment has not yet been effectuated. Individuals who have cancelled or terminated their
Marketplace plans are not included in the total number of plan selections. These data also do not include: standalone dental plan
selections; or individuals who may have selected a 2014 Marketplace plan during the reporting period, as a result of having been
eligible for a Special Enrollment Period (SEP). This table only reflects data for the individual market Marketplaces. For
additional technical notes, please refer to Appendix D of this report.

(2) “Consumers reenrolling in coverage through the Marketplaces” are those individuals who had a Marketplace plan selection as
of November 2014, and have either actively submitted a 2015 application and selected a 2015 Marketplace medical plan or have
been automatically reenrolled in coverage through the Marketplaces — with or without the first premium payment having been
received directly by the issuer). Individuals who have cancelled or terminated their Marketplace plans are not included in the
total number of plan selections. These data also do not include: standalone dental plan selections; or individuals who may have
selected a 2014 Marketplace plan during the reporting period, as a result of having been eligible for a Special Enrollment Period
(SEP). It is important to note that the reenrollment data in this report may include some individuals who were reenrolled in
coverage through the Marketplaces as of 2-15-15 (including SEP activity through 2-22-15), but who may ultimately decide not to
retain Marketplace coverage for the remainder of 2015 (for example, because they have obtained coverage through another
source such as an employer or Medicaid/CHIP). The plan selection data in future reports will exclude these individuals (e.g., due
to the subsequent cancellation or termination of their coverage).

(3) “Active reenrollees” are indviduals who had a Marketplace plan selection as of November 2014, and return to the
Marketplace to select a new plan or actively renew their existing plan.

(4) “Active reenrollees who switched plans” are active reenrollees who have not selected the same plan as for the 2014 coverage
year, or a similar “crosswalked” plan with similar benefits that is offered by the same issuer as their 2014 plan.

(5) Nevada, New Mexico, and Oregon are using the HealthCare.gov platform for 2015.

(6) Nevada and Oregon changed Marketplace platforms in 2015. Therefore, their 2015 Marketplace plan selections are generally
being classified as new consumers for operational enroliment and reporting purposes. However, a small number of 2015 plan
selections in these states may be classified as consumers reenrolling in coverage through the Marketplaces in cases where an
individual who had an active 2014 Marketplace plan selection in a HealthCare.gov state signs up for 2015 coverage in Oregon or
Nevada.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.
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APPENDIX TABLE B3

Total Completed Applications and Individuals Who Completed Applications in
States Using the HealthCare.gov Platform, By State, 2015
11-15-2014 to 2-15-2015 (including SEP activity through 2-22-15)

Total Number of Completed Total Individuals Applying for 2015
Applications for 2015 Coverage Coverage in Completed Applications
Description ) )
Number Number

States Using the HealthCare.gov Platform

State-Based Marketplaces (SBMs) Using the HealthCare.gov Platform (4)

Nevada 82,700 122,001
New Mexico 58,738 79,360
Oregon 175,126 258,030
Healthcare. gov Platform 316,564 458,391
Federally-Facilitated Marketplace (FFM) States

Alabama 192,777 244,632
Alaska 22,435 30,969
Arizona 194,343 299,153
Arkansas 88,255 119,770
Delaware 25,913 36,179
Florida 1,619,814 2,061,154
Georgia 549,560 734,954
llinois 373,220 500,406
Indiana 242,230 322,822
lowa 56,117 74,220
Kansas 95,844 132,595
Louisiana 206,463 245,015
Maine 68,633 94,722
Michigan 352,323 474,323
Mississippi 121,401 144,733
Missouri 259,690 354,475
Montana 50,771 69,867
Nebraska 66,671 100,254
New Hampshire 53,730 71,101
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Total Completed Applications and Individuals Who Completed Applications in

States Using the HealthCare.gov Platform, By State, 2015

11-15-2014 to 2-15-2015 (including SEP activity through 2-22-15)

Total Number of Completed Total Individuals Applying for 2015
Applications for 2015 Coverage Coverage in Completed Applications
Description ) )
Number Number

New Jersey 309,870 423,205
North Carolina 551,595 721,700
North Dakota 15,812 25,199
Ohio 268,617 362,214
Oklahoma 121,751 171,584
Pennsylvania 539,463 671,675
South Carolina 221,364 280,564
South Dakota 21,428 30,705
Tennessee 292,069 390,237
Texas 1,159,040 1,703,147
Utah 107,675 195,563
Virginia 363,579 511,789
West Virginia 37,617 50,452
Wisconsin 211,488 273,135
Wyoming 19,791 28,419

Notes:

“N/A” means that the data for the respective metric are not yet available for a given state.

(1) Unless otherwise noted, the data in this table represent cumulative Marketplace enrollment-related activity for 11-15-14 to 2-
15-15 (including SEP activity through 2-22-15). These data also do not include any enrollment-related activity relating to
individuals who may have applied for and/or selected a 2014 Marketplace plan during the reporting period, as a result of having
been eligible for a Special Enrollment Period (SEP). This table only reflects data for the individual market Marketplaces. For
additional technical notes, please refer to Appendix D of this report.

(2) “Completed Applications for 2015 Coverage” represents the total number of electronic and paper applications that were
submitted to the Marketplace during the reference period with sufficient information to begin performing eligibility
determinations for enrollment in a plan through the Marketplace and, if appropriate, sufficient information to begin performing

eligibility determinations for advance payments of the premium tax credit and cost-sharing reductions, and eligibility assessments
or determinations for Medicaid and CHIP.

(3) “Individuals Applying for 2015 Coverage in Completed Applications” represents the total number of individuals included in
Completed Applications that were submitted to the Marketplaces during the applicable reference period. This number does not
include individuals applying through the SHOP.

(4) Nevada, New Mexico, and Oregon are using the HealthCare.gov platform for 2015.
Source: Centers for Medicare & Medicaid Services, as of 3-6-15.
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APPENDIX TABLE B4

Total Marketplace Eligibility Determinations, and Marketplace Plan Selections in
States Using the HealthCare.gov Platform, By State, 2015 (1)
11-15-2014 to 2-15-2015 (including SEP activity through 2-22-15)

Number of Individuals Determined

Number of

Eligible to Enroll through the Individuals Number of
Marketplace for 2015 Coverage . Individuals With
Determined or
L - Assessed Eligible 2015 Plan
o Eligible to Enroll in L Selections Through
Total Eligible to for Medicaid /
State Name Enroll in a a Marketplace Plan CHIP by the the
Marketplace Plan with Financial Marketylace Marketplaces
’()2) Assistance (4)p (5)
3
Number Number Number Number

States Using the HealthCare.gov Platform
State-Based Marketplaces (SBMs) Using the HealthCare.gov Platform (6)
Nevada 90,696 77,228 28,290 73,596
New Mexico 62,905 49,378 15,522 52,358
Oregon 140,994 111,139 61,828 112,024
Subtotal - SBMs
Using the 294,595 237,745 105,640 237,978
HealthCare.gov
Platform
Federally-Facilitated Marketplace (FFM) States
Alabama 222,610 166,768 10,408 171,641
Alaska 27,056 21,779 3,613 21,260
Arizona 245,307 192,805 49,814 205,666
Arkansas 78,948 65,808 23,006 65,684
Delaware 29,682 23,992 5,985 25,036
Florida 1,909,132 1,632,571 126,181 1,596,296
Georgia 664,646 528,944 63,083 541,080
lllinois 408,019 323,657 86,560 349,487
Indiana 252,834 209,754 66,539 219,185
lowa 57,110 47,154 15,474 45,162
Kansas 121,007 89,471 10,512 96,197
Louisiana 228,809 180,933 7,915 186,277
Maine 88,598 73,370 5,327 74,805
Michigan 387,618 333,890 82,135 341,183
Mississippi 132,596 106,478 10,699 104,538
Missouri 316,984 248,697 34,679 253,430
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Total Marketplace Eligibility Determinations, and Marketplace Plan Selections in
States Using the HealthCare.gov Platform, By State, 2015 (1)
11-15-2014 to 2-15-2015 (including SEP activity through 2-22-15)

Number of Individuals Determined
Numb f
Eligible to Enroll through the umber o Number of
Individuals e .
Marketplace for 2015 Coverage . Individuals With
Determined or
- - Assessed Eligible 2015 Plan
S Eligible to Enroll in L Selections Through
Total Eligible to for Medicaid /
State Name Enroll in a a Marketplace Plan CHIP by th the
Marketplace Plan with Financial Marketylacee Marketplaces
’()2) Assistance (4)p 5)
(€©))
Number Number Number Number

Montana 64,632 52,823 2,683 54,266
Nebraska 90,915 73,371 7,218 74,152
New Hampshire 60,664 44,068 9,294 53,005
New Jersey 307,849 245,148 60,757 254,316
North Carolina 668,702 557,164 47,920 560,357
North Dakota 21,313 18,129 2,013 18,171
Ohio 279,722 229,459 79,963 234,341
Oklahoma 156,795 118,248 12,946 126,115
Pennsylvania 539,023 433,287 126,853 472,697
South Carolina 257,282 205,800 21,106 210,331
South Dakota 27,626 22,496 2,861 21,393
Tennessee 306,785 222,782 40,373 231,440
Texas 1,535,857 1,177,520 146,548 1,205,174
Utah 164,262 141,539 29,017 140,612
Virginia 470,998 355,017 36,569 385,154
West Virginia 40,358 33,409 5,063 33,421
Wisconsin 237,426 205,697 27,628 207,349
Wyoming 26,180 21,633 847 21,092
TOTAL — States
Using the 10,721,940 8,641,406 1,367,229 8,838,291
HealthCare.gov
Platform
Notes:

“N/A” means that the data for the respective metric are not yet available for a given state.

(1) Unless otherwise noted, the data in this table represent cumulative Marketplace enrollment-related activity for 11-15-14 to 2-
15-15 (including SEP activity through 2-22-15). These data also do not include any enrollment-related activity relating to
individuals who may have applied for and/or selected a 2014 Marketplace plan during the reporting period, as a result of having
been eligible for a Special Enrollment Period (SEP). This table only reflects data for the individual market Marketplaces. For

additional technical notes information, please refer to Appendix D of this report.
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(2) “Individuals Determined Eligible to Enroll in a Plan Through the Marketplace” (i.e., enrollment through the Marketplaces for
a 2015 Marketplace plan) represents the total number of individuals for whom a Completed Application has been received for the
2015 plan year (including any individuals with active 2014 Marketplace enrollments who returned to the Marketplaces and
updated their information), and who are determined to be eligible for plan enrollment through the Marketplaces during the
reference period, whether or not they qualify for advance payments of the premium tax credit or cost-sharing reductions. These
individuals may or may not have enrolled in coverage by the end of the reference period. Individuals who have been determined
or assessed eligible for Medicaid or CHIP are not included. Note: This number only includes data for individuals who applied
for 2015 Marketplace coverage in completed applications. It does not include individuals who were automatically reenrolled.
Thus, the number determined eligible for 2015 coverage may be lower than the total number of 2015 plan selections (which
includes reenrollees).

(3) “Individuals Determined Eligible to Enroll in a Plan Through the Marketplace with Financial Assistance” (i.e., enrollment
through the Marketplace for a 2015 Marketplace plan with Financial Assistance) represents the total number of individuals
determined eligible to enroll through the Marketplace in a Marketplace plan who qualify for an advance premium tax credit
(APTC), with or without a cost-sharing reduction (CSR) for the 2015 plan year (including any individuals with active 2014
Marketplace enrollments who returned to the Marketplace and updated their information). These individuals may or may not
have enrolled in coverage by the end of the reference period. Note: This number only includes data for individuals who applied
for 2015 Marketplace coverage in completed applications. It does not include individuals who were automatically reenrolled.
Thus, the number determined eligible for 2015 coverage may be lower than the total number of 2015 plan selections with
financial assistance (which includes reenrollees).

(4) “Individuals Determined or Assessed Eligible for Medicaid / CHIP by the Marketplace” represents the number of individuals
who have been determined or assessed by the Marketplace as eligible for Medicaid or CHIP based on their modified adjusted
gross income (MAGI). In some states, completed applications for individuals, whom the Marketplace has assessed as potentially
eligible for Medicaid or CHIP, based on MAGI, are transferred to the relevant state agency for a final eligibility determination.
In these “assessment states” the data include those accounts where a final decision is pending. In other states, the Marketplace
has been delegated the final Medicaid/CHIP eligibility determination responsibility for these individuals. Thus, this data element
includes FFM determinations and assessments, regardless of the state Medicaid/CHIP agency’s final eligibility determination, if
applicable. These data may vary from accounts transferred via “flat file” to states by the FFM. Quality assurance continues on
Medicaid assessments and determinations. Note: Marketplace Medicaid/CHIP eligibility determination and assessment data in
this report cannot be added to eligibility determination data in the most recent monthly Medicaid and CHIP Applications,
Eligibility Determinations, and Enrollment report (available on Medicaid.gov) which covers data through December 2014. In the
Marketplaces, some of the individuals assessed or determined eligible for Medicaid or CHIP by the Marketplace and reported in
this report may also be reported in the monthly Medicaid and CHIP Applications, Eligibility Determinations, and Enrollment
Report when the state has made an eligibility determination based on the information provided by the Marketplace. Total
Medicaid/CHIP enrollment is reported in the monthly Medicaid and CHIP Applications, Eligibility Determinations, and
Enrollment Report, and is a point-in-time count of total enroliment in the Medicaid and CHIP programs at the end of the monthly
reporting period.

(5) “Individuals With 2015 Marketplace Plan Selections” represents the total number of individuals determined eligible to enroll
in a plan through the marketplace” who have selected a 2015 Marketplace medical plan for enrollment through the Marketplaces
or, after December 15, have been automatically reenrolled in coverage through the Marketplaces (with or without the first
premium payment having been received directly by the issuer) during the reference period. This is also known as pre-effectuated
enrollment, because enrollment is not considered effectuated until the first premium payment is made, and this figure includes
plan selections for which enrollment has not yet been effectuated. Individuals who have cancelled or terminated their
Marketplace plans are not included in the total number of plan selections. These data also do not include: standalone dental plan
selections; or individuals who may have selected a 2014 Marketplace plan during the reporting period, as a result of having been
eligible for a Special Enrollment Period (SEP).

(6) Nevada, New Mexico, and Oregon are using the HealthCare.gov platform for 2015.
Source: Centers for Medicare & Medicaid Services, as of 3-6-15.
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Marketplace Plan Selections by Financial Assistance Status in States Using the HealthCare.gov Platform,

By State (1)

11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

Total Number of
Individuals With

Plan Selections

By Financial Assistance Status (4)
(% of Available Data, Excluding Unknown)

2015 Plan With Available
Description Tf,f:)eucéf?ﬁe bataon financial [ with without Wwith With
Marketplaces Status (3) Fln_anC|aI Fln_anC|aI APTC CSR
) Assistance Assistance (non-add) (non-add)
Number Number % % %% %%
States Using the HealthCare.gov Platform (4)

State-Based Marketplaces (SBMs) Using the HealthCare.gov Platform (5)
Nevada 73,596 73,596 89% 11% 89% 55%
New Mexico 52,358 52,358 76% 24% 74% 47%
Oregon 112,024 112,024 79% 21% 77% 47%
Subtotal - SBMs Using
the HealthCare.gov 237,978 237,978 81% 19% 80% 49%
Platform
Federally-Facilitated Marketplace (FFM) States
Alabama 171,641 171,641 89% 11% 89% 71%
Alaska 21,260 21,260 90% 10% 89% 54%
Arizona 205,666 205,666 76% 24% 75% 54%
Arkansas 65,684 65,684 88% 12% 88% 56%
Delaware 25,036 25,036 84% 16% 83% 45%
Florida 1,596,296 1,596,296 93% 7% 93% 70%
Georgia 541,080 541,080 90% 10% 89% 67%
llinois 349,487 349,487 78% 22% 78% 46%
Indiana 219,185 219,185 88% 12% 87% 50%
lowa 45,162 45,162 86% 14% 85% 48%
Kansas 96,197 96,197 80% 20% 80% 55%
Louisiana 186,277 186,277 89% 11% 89% 57%
Maine 74,805 74,805 89% 11% 89% 58%
Michigan 341,183 341,183 88% 12% 88% 55%
Mississippi 104,538 104,538 94% 6% 93% 76%
Missouri 253,430 253,430 88% 12% 88% 58%
Montana 54,266 54,266 85% 15% 84% 51%
Nebraska 74,152 74,152 88% 12% 87% 50%
New Hampshire 53,005 53,005 71% 29% 70% 37%
New Jersey 254,316 254,316 83% 17% 83% 51%
North Carolina 560,357 560,357 92% 8% 92% 65%
North Dakota 18,171 18,171 86% 14% 86% 42%
Ohio 234,341 234,341 84% 16% 84% 44%
Oklahoma 126,115 126,115 81% 19% 79% 59%
Pennsylvania 472,697 472,697 81% 19% 80% 57%
South Carolina 210,331 210,331 88% 12% 88% 63%
South Dakota 21,393 21,393 88% 12% 86% 63%
Tennessee 231,440 231,440 83% 17% 82% 62%
Texas 1,205,174 1,205,174 86% 14% 85% 59%
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Marketplace Plan Selections by Financial Assistance Status in States Using the HealthCare.gov Platform,

By State (1)

11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

Total Number of . . .
Individuals With Plan Selections By Financial Assistance Status (4)
2015 Plan With Available (% of Available Data, Excluding Unknown)
L Selections Data on Financial . . - -
Description Through the Assistance With Without With With
Marketplaces Status (3) Financial Financial APTC CSR
2) Assistance Assistance (non-add) (non-add)
Number Number % % %0 %0
Utah 140,612 140,612 88% 12% 88% 60%
Virginia 385,154 385,154 84% 16% 83% 55%
West Virginia 33,421 33,421 86% 14% 86% 54%
Wisconsin 207,349 207,349 90% 10% 89% 58%
Wyoming 21,092 21,092 91% 9% 91% 52%
TOTAL — States Using the 8,838,291 8,838,291 87% 13% 87% 60%
HealthCare.gov Platform

Notes:

“N/A” means that the data for the respective metric is not yet available for a given state. Percentages in this table have been
rounded. Some numbers may not add to totals due to rounding.

(1) Unless otherwise noted, the data in this table represent cumulative data on the number of unique individuals who have been
determined eligible to enroll in a Marketplace plan, and have selected a Marketplace medical plan (with or without the first
premium payment having been received by the issuer). These data do not include: Individuals who have cancelled or terminated
their Marketplace plans are not included in the total number of plan selections. These data also do not include: standalone dental
plan selections; or individuals who may have selected a 2014 Marketplace plan during the reporting period, as a result of having
been eligible for a Special Enrollment Period (SEP). For additional technical notes, please refer to Appendix D of this report.

(2) For each metric, the data represent the total number of “Individuals Applying for 2015 Coverage in Completed Applications”
who have selected a 2015 medical Marketplace plan for enrollment through the Marketplace (with or without the first premium
payment having been received directly by the issuer) during the reference period, excluding plan selections with unknown data
for a given metric. This is also known as pre-effectuated enrollment, because enrollment is not considered effectuated until the
first premium payment is made, and this figure includes plan selections for which enrollment has not yet been effectuated.

(3) In some cases, the data for certain characteristics of Marketplace plan selections are not yet available. For this reason, for
each metric, we have calculated the comparable percentages based on the number of plan selections with known data for that
metric.

(4) Data on Marketplace plan selections with financial assistance includes plan selections for individuals who are receiving a
premium tax credit and/or cost-sharing subsidy.

(5) For the HealthCare.gov states, the data on 2015 Marketplace plan selections includes data for new consumers and consumers
who are actively reenrolling in Marketplace coverage (including data for consumers who actively reenrolled in coverage through
the Marketplaces, and data for automatic reenrollees).

(6) Nevada, New Mexico, and Oregon are using the HealthCare.gov platform for 2015.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15; ASPE computation of CMS data for 37 states using the
HealthCare.gov platform as of 2-15-15 (including SEP activity through 2-22-15).
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APPENDIX TABLE B6

Marketplace Plan Selection by Age in States Using the HealthCare.gov Platform, By State (1)
11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

Number of By Age
Plan (% of Available Data, Excluding Unknown)
Selections
With
Description Available Age Age Age Age Age Age Age Ages Ages
Data on Age < 18 18-25 | 26-34 35-44 45-54 55-64 =65 18-34 0-34
) 3
Number % % % % % % % % %
States Using the HealthCare.gov Platform (4)
State-Based Marketplaces (SBMs) Using the HealthCare.gov Platform (5)
Nevada 73,411 13% 9% 15% 16% 20% 26% 1% 24% 36%
New Mexico 52,216 8% 7% 14% 14% 22% 34% 1% 21% 29%
Oregon 111,743 7% 8% 17% 16% 19% 33% 1% 24% 31%
Subtotal -
SBMs Using the 237,370 9% | 8% 16% 16% 20% 31% 1% 24% 32%
HealthCare.gov
Platform
Federally-Facilitated Marketplace (FFM) States

Alabama 171,371 3% 13% 19% 19% 22% 24% 0% 32% 35%
Alaska 21,198 10% 8% 20% 16% 19% 26% 1% 28% 39%
Arizona 205,063 23% 9% 14% 14% 17% 23% 1% 23% 45%
Arkansas 65,604 7% 9% 16% 16% 21% 30% 1% 25% 32%
Delaware 24,983 13% 8% 15% 15% 22% 26% 1% 23% 36%
Florida 1,592,786 6% 13% 15% 18% 24% 23% 1% 28% 33%
Georgia 540,095 6% 13% 18% 19% 22% 21% 1% 31% 37%
Illinois 348,559 7% 10% 18% 15% 21% 28% 1% 28% 35%
Indiana 218,631 9% 9% 16% 16% 20% 29% 0% 25% 35%
lowa 45,041 5% 9% 17% 15% 22% 32% 0% 26% 31%
Kansas 95,977 9% 11% 19% 16% 19% 25% 0% 31% 40%
Louisiana 185,924 4% 12% 20% 18% 22% 23% 0% 33% 37%
Maine 74,704 10% 8% 15% 14% 22% 31% 0% 23% 33%
Michigan 340,006 9% 9% 16% 15% 21% 28% 0% 26% 35%
Mississippi 104,354 3% | 14% 17% 18% 22% 25% 0% 31% 34%
Missouri 252,945 9% 11% 19% 16% 20% 25% 0% 30% 39%
Montana 54,186 7% 10% 20% 16% 19% 29% 0% 29% 36%
Nebraska 73,982 14% 11% 18% 16% 18% 23% 0% 29% 43%
New Hampshire 52,869 8% 9% 16% 14% 23% 30% 0% 24% 32%
New Jersey 253,197 8% 10% 15% 15% 24% 26% 1% 25% 34%
North Carolina 559,615 8% 11% 17% 18% 22% 23% 0% 28% 37%
North Dakota 18,114 23% 8% 19% 13% 15% 22% 0% 27% 50%
Ohio 233,636 11% 8% 15% 14% 20% 31% 0% 24% 34%
Oklahoma 125,868 10% | 11% 18% 17% 20% 24% 0% 29% 39%
Pennsylvania 471,056 6% 10% 18% 16% 22% 29% 0% 28% 34%
South Carolina 210,020 7% 11% 17% 17% 23% 26% 0% 28% 34%
South Dakota 21,320 11% 10% 20% 15% 17% 26% 0% 30% 41%
Tennessee 231,090 6% 10% 18% 17% 22% 27% 0% 28% 34%
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Marketplace Plan Selection by Age in States Using the HealthCare.gov Platform, By State (1)
11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

Number of By Age
Plan (% of Available Data, Excluding Unknown)
Selections
With
Description Available Age Age Age Age Age Age Age Ages Ages
Data on Age <18 18-25 | 26-34 35-44 45-54 55-64 =65 18-34 0-34
@) 3
Number % % % % % % % % %
Texas 1,202,044 10% 13% 17% 17% 22% 21% 1% 29% 39%
Utah 140,343 22% 11% 21% 16% 14% 16% 0% 33% 54%
Virginia 384,487 11% | 12% 18% 17% 20% 22% 1% 30% 40%
West Virginia 33,322 6% 7% 13% 15% 21% 37% 0% 20% 26%
Wisconsin 206,769 6% 9% 17% 15% 21% 32% 0% 26% 32%
Wyoming 21,050 13% 9% 20% 15% 17% 26% 0% 29% 42%
TOTAL — States
Using the
8,817,579 8% 11% 17% 17% 22% 25% 1% 28% 36%0
HealthCare.gov
Platform
Notes:

“N/A” means that the data for the respective metric is not yet available for a given state. Percentages in this table have been rounded.
Some numbers may not add to totals due to rounding.

(1) Unless otherwise noted, the data in this table represent cumulative data on the number of unique individuals who have been
determined eligible to enroll in a Marketplace plan, and have selected a Marketplace medical plan (with or without the first premium
payment having been received by the issuer). Individuals who have cancelled or terminated their Marketplace plans are not included in
the total number of plan selections. These data also do not include: standalone dental plan selections; or individuals who may have
selected a 2014 Marketplace plan during the reporting period, as a result of having been eligible for a Special Enrollment Period (SEP).
For additional technical notes, please refer to Appendix D of this report.

(2) For each metric, the data represent the total number of “Individuals Applying for 2015 Coverage in Completed Applications” who
have selected a 2015 medical Marketplace plan for enrollment through the Marketplace (with or without the first premium payment
having been received directly by the issuer) during the reference period, excluding plan selections with unknown data for a given metric.
This is also known as pre-effectuated enrollment, because enroliment is not considered effectuated until the first premium payment is
made, and this figure includes plan selections for which enrollment has not yet been effectuated.

(3) In some cases, the data for certain characteristics of Marketplace plan selections are not yet available. For this reason, for each metric,
we have calculated the comparable percentages based on the number of plan selections with known data for that metric.

(4) For the HealthCare.gov states, the data on 2015 Marketplace plan selections includes data for new consumers and consumers who are
actively reenrolling in Marketplace coverage (including data for consumers who actively reenrolled in coverage through the Marketplaces,
and data for automatic reenrollees).

(5) Nevada, New Mexico, and Oregon are using the HealthCare.gov platform for 2015.
Source: Centers for Medicare & Medicaid Services, as of 3-6-15.
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Reduction in Average Monthly Premiums from Advance Premium Tax Credits in States Using the
HealthCare.gov Platform (1)

11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

Total Number of

ivi i Average
Indlz\gggaglsa\rlmvnh Perslea r;]t of Q\(’)enrsﬁs Average /:\/I\(/)er:tallﬁs Perce?mt
Description Ti?:)eucgtir??ﬁe Selections Premium Mzg_trrgy Premium Rep(?’l;c;:iiz:qin
Marketplaces with APTC before APTC After APTC after APTC
@)
States Using the HealthCare.gov Platform (4)

State-Based Marketplaces (SBMs) Using the HealthCare.gov Platform (5)
Nevada 73,596 89% $361 $242 $119 67%
New Mexico 52,358 74% $323 $196 $127 61%
Oregon 112,024 77% $334 $198 $136 59%
Subtotal - SBMs Using
the HealthCare.gov 237,978 80% $341 $213 $128 62%
Platform
Federally-Facilitated Marketplace (FFM) States
Alabama 171,641 89% $354 $266 $88 75%
Alaska 21,260 89% $639 $534 $105 84%
Arizona 205,666 75% $278 $155 $123 56%
Arkansas 65,684 88% $389 $280 $109 72%
Delaware 25,036 83% $404 $264 $140 65%
Florida 1,596,296 93% $376 $294 $82 78%
Georgia 541,080 89% $346 $273 $73 79%
Hlinois 349,487 78% $336 $208 $128 62%
Indiana 219,185 87% $438 $319 $120 73%
lowa 45,162 85% $371 $260 $111 70%
Kansas 96,197 80% $301 $211 $90 70%
Louisiana 186,277 89% $416 $319 $97 77%
Maine 74,805 89% $425 $332 $93 78%
Michigan 341,183 88% $366 $236 $130 64%
Mississippi 104,538 93% $405 $353 $52 87%
Missouri 253,430 88% $363 $281 $82 77%
Montana 54,266 84% $346 $230 $116 66%
Nebraska 74,152 87% $354 $250 $104 70%
New Hampshire 53,005 70% $385 $244 $141 63%
New Jersey 254,316 83% $470 $306 $164 65%
North Carolina 560,357 92% $410 $315 $95 77%
North Dakota 18,171 86% $369 $228 $141 62%
Ohio 234,341 84% $389 $244 $145 63%
Oklahoma 126,115 79% $295 $206 $89 70%
Pennsylvania 472,697 80% $355 $226 $129 64%
South Carolina 210,331 88% $365 $278 $86 76%
South Dakota 21,393 86% $358 $228 $130 64%
Tennessee 231,440 82% $316 $213 $102 68%
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Reduction in Average Monthly Premiums from Advance Premium Tax Credits in States Using the

HealthCare.gov Platform (1)
11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

Total Number of

Individuals With Average

2015 Plan Pers; r;]t of ,:/I\(/)enrs]gie Average ,:\/I\(/)enr;g:e Percent
Description Selections - ny Monthly ny Reduction in

Selections Premium Premium .
Through the ith bef APTC ft Premium
Marketplaces with APTC efore APTC After APTC after APTC
@)

Texas 1,205,174 85% $328 $239 $89 73%
Utah 140,612 88% $248 $159 $89 64%
Virginia 385,154 83% $348 $259 $89 74%
West Virginia 33,421 86% $448 $311 $137 69%
Wisconsin 207,349 89% $440 $315 $125 72%
Wyoming 21,092 91% $550 $420 $130 76%
TOTAL — States Using the 8,838,291 87% $364 $263 $101 72%

HealthCare.gov Platform

Source: ASPE computation of CMS data for 37 states using the HealthCare.gov platform as of 2-15-15 (including SEP activity

through 2-22-15).
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APPENDIX TABLE B8

Availability and Selection of Marketplace Plans With Monthly Premiums of $100 or Less After the
Advance Premium Tax Credit (APTC) For Individuals With 2015 Marketplace Plan Selections With APTC
in States Using the HealthCare.gov Platform (1)
11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

Description

Number of
Individuals
With 2015
Marketplace
Plan Selections
with APTC (2)

Data For Individuals Who Have

2015 Marketplace Plan Selections With APTC

Availability of Plans With Monthly
Premiums of
$100 or Less

Selection of Plans With Monthly
Premiums of
$100 or Less

Percent Who
Could Have
Selected a Plan
with a Monthly
Premium of $50
or Less after

Percent Who
Could Have
Selected a Plan
with a Monthly
Premium of
$100 or Less

Percent Who
Selected a Plan
With a Monthly
Premium of $50

or Less after

Percent Who
Selected a Plan
With a Monthly

Premium of

$100 or Less

APTC after APTC APTC after APTC

States Using the HealthCare.gov Platform (4)
State-Based Marketplaces (SBMs) Using the HealthCare.gov Platform (5)
Nevada 65,326 100% 100% 19% 53%
New Mexico 38,848 64% 84% 22% 49%
Oregon 86,444 100% 100% 17% 44%
Subtotal - SBMs Using
the HealthCare.gov 190,618 93% 97% 19% 48%
Platform
Federally-Facilitated Marketplace (FFM) States
Alabama 152,498 80% 90% 43% 70%
Alaska 18,839 75% 86% 40% 57%
Arizona 153,335 65% 86% 24% 52%
Arkansas 57,797 67% 85% 24% 58%
Delaware 20,876 58% 78% 18% 45%
Florida 1,479,439 84% 93% 51% 72%
Georgia 484,073 83% 92% 51% 74%
llinois 271,763 63% 83% 21% 49%
Indiana 191,586 71% 85% 26% 53%
lowa 38,532 68% 85% 27% 56%
Kansas 76,504 72% 87% 40% 67%
Louisiana 165,786 85% 93% 41% 63%
Maine 66,616 71% 85% 40% 65%
Michigan 298,774 70% 87% 21% 48%
Mississippi 97,606 91% 96% 60% 80%
Missouri 222,559 80% 91% 46% 69%
Montana 45,432 60% 78% 26% 54%
Nebraska 64,656 76% 90% 34% 59%
New Hampshire 37,242 66% 82% 21% 43%
New Jersey 211,158 51% 71% 15% 38%
North Carolina 512,975 80% 91% 40% 65%
North Dakota 15,569 58% 80% 17% 42%
Ohio 196,714 62% 82% 16% 41%
Oklahoma 100,039 82% 93% 40% 66%
Pennsylvania 379,607 62% 81% 23% 51%
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Availability and Selection of Marketplace Plans With Monthly Premiums of $100 or Less After the
Advance Premium Tax Credit (APTC) For Individuals With 2015 Marketplace Plan Selections With APTC
in States Using the HealthCare.gov Platform (1)
11-15-14 to 2-15-15 (including SEP activity through 2-22-15)

Description

Number of
Individuals
With 2015
Marketplace
Plan Selections
with APTC (2)

Data For Individuals Who Have
2015 Marketplace Plan Selections With APTC

Availability of Plans With Monthly
Premiums of
$100 or Less

Selection of Plans With Monthly
Premiums of
$100 or Less

Percent Who
Could Have
Selected a Plan
with a Monthly
Premium of $50
or Less after

Percent Who
Could Have
Selected a Plan
with a Monthly
Premium of
$100 or Less

Percent Who
Selected a Plan
With a Monthly
Premium of $50

or Less after

Percent Who
Selected a Plan
With a Monthly

Premium of

$100 or Less

APTC after APTC APTC after APTC
South Carolina 185,276 82% 92% 43% 69%
South Dakota 18,503 53% 76% 17% 47%
Tennessee 190,418 81% 92% 3206 60%
Texas 1,030,138 80% 92% 43% 68%
Utah 123,088 69% 90% 33% 67%
Virginia 320,525 80% 91% 42% 68%
West Virginia 28,719 57% 77% 21% 47%
Wisconsin 184,822 68% 83% 26% 50%
Wyoming 19,152 59% 77% 26% 49%
TOTAL — States Using the 7,651,234 77% 89% 38% 63%

HealthCare.gov Platform

Source: ASPE computation of CMS data for 37 states using the HealthCare.gov platform as of 2-15-15 (including SEP activity

through 2-22-15).
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APPENDIX TABLE C1

Marketplace Plan Selection by Enrollment Type in
State-Based Marketplaces Using Their Own Marketplace Platforms, By State, 2015 (1)
11-15-2014 to 2-15-2015 (including SEP activity through 2-21-15)

Total Number Distribution By Enrollment Type (2)
of Individuals
With 2015 Plan Consumers Reenrolling in
D L Selections New Marketplace Coverage (4)
escription Through the Consumers . ]

Marketplaces ©) Total Active Automatic
[€)) Reenrollees Reenrollees Reenrollees
Number %o of Total %o of Total %o of Total %o of Total

State-Based Marketplaces (SBMs) Using Their Own Marketplace Platforms

California (5) 1,412,200 35% 65% 37% 28%
Colorado (6) 140,327 28% 72% 34% 38%
Connecticut (7) 109,839 38% 61% 20% 41%
?Egt”“ of Columbia 18,465 26% 74% 15% 60%
Hawaii (9) 12,625 75% 25% 1% 24%
Idaho (16) 97,079 100% N/A N/A N/A
Kentucky (10) 106,330 26% 73% 39% 35%
Maryland (16) 120,145 100% N/A N/A N/A
Massachusetts (16) 140,540 100% N/A N/A N/A
Minnesota (11) 59,704 60% 40% 26% 14%
New York (12) 408,841 35% 66% N/A N/A
Rhode Island (13) 31,337 32% 68% 68% N/A
Vermont (14) 31,619 14% 87% 17% 69%
Washington (15) 160,732 37% 63% N/A N/A

State-Based
Marketplaces
(SBMs) Using
Their Own
Marketplace
Platforms

2,849,783 43% 57% 24% 20%

Notes:
“N/A” means that the data for the respective metric are not yet available for a given state.

(1) Unless otherwise noted, the data in these tables represent cumulative data on the number of unique individuals who have
selected or have been automatically reenrolled into a 2015 Marketplace medical plan for enroliment through the Marketplaces
(with or without the first premium payment having been received directly by the issuer). This is also known as pre-effectuated
enrollment, because enrollment is not considered effectuated until the first premium payment is made, and this figure includes
plan selections for which enrollment has not yet been effectuated. Except for three states, the data for total number of plan
selections removes cancellations and terminations. Minnesota does not remove either from its total plan selection data, whereas
DC removes cancellations and terminations from its automatic reenrollment data and New York removes cancellations and
terminations from its active and automatic reenrollee data. These data also do not include: standalone dental plan selections; or
individuals who may have selected a 2014 Marketplace plan during the reporting period, as a result of having been eligible for a
Special Enrollment Period (SEP). This table only reflects data for the individual market Marketplaces. For additional technical
notes, please refer to Appendix D of this report.

(2) “Distribution by Enrollment Type” represents the percentage of plan selections with available data on enrollment type that are
new consumers vs. consumers reenrolling in coverage through the Marketplaces.

(3) “New Consumers” are those individuals who selected a 2015 Marketplace medical plan (with or without the first premium
payment having been received directly by the issuer) as of the reporting date, and did not have a Marketplace plan selection as of
November 2014. Individuals who have cancelled or terminated their Marketplace plans are not included in the total number of
plan selections. These data also do not include: standalone dental plan selections; or individuals who may have selected a 2014
Marketplace plan during the reporting period, as a result of having been eligible for a Special Enrollment Period (SEP).
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(4) “Consumers reenrolling in coverage through the Marketplaces” are those individuals who had a Marketplace plan selection
during coverage year 2014, and have either actively submitted a 2015 application and selected a 2015 Marketplace medical plan
or have been automatically reenrolled in coverage through the Marketplaces — with or without the first premium payment having
been received directly by the issuer). These data also do not include: standalone dental plan selections; or individuals who may
have selected a 2014 Marketplace plan during the reporting period, as a result of having been eligible for a Special Enrollment
Period (SEP). It is important to note that the reenrollment data in this report may include some individuals who were reenrolled
in coverage through the Marketplaces as of 2-15-15 (including SEP activity through 2-21-15), but who may ultimately decide not
to retain Marketplace coverage for the remainder of 2015 (for example, because they have obtained coverage through another
source such as an employer or Medicaid/CHIP).

(5) California reports represent data through 2/22/15. California began its automatic renewal process in December 2014 and
periodically cancels individuals not paying their premiums during ongoing data cleaning processes. If an individual had
effectuated enrollment by 11/12/14 and did not actively re-enroll, he/she was automatically re-enrolled by 12/15/14.

(6) Colorado automatically renewed eligible individuals December 15, 2014 for coverage beginning January 1, 2015 and
periodically cancels individuals not paying their premiums during ongoing data cleaning processes.

(7) Connecticut automatically renewed eligible individuals during December 2014 for coverage beginning January 1, 2015.
Connecticut individuals not paying their premiums are removed from enrollment counts upon receipt of cancelation notice from
insurers. If an individual had effectuated coverage as of December 2014, he/she was eligible for automatic re-enroliment.

(8) DC aligned its automatic renewal process with the Federal 2015 open enrollment process. Individuals automatically renewed
needed to effectuate enrollment by December 15, 2014 to be considered enrolled, otherwise DC canceled their coverage. DC
removed terminations and cancellations from their data for automatic re-enrollees, but did not remove them for new enrollees or
active re-enrollees.

(9) Hawaii began its automatic renewal process November 15, 2014 and canceled individuals for non-payment by January 31,
2015. If an individual had effectuated enrollment by 11/1/2014, did not actively reenroll, and selected “auto-renewal,” he/she was
automatically reenrolled by 12/31/2014 for the 2015 plan year.

(10) Kentucky notified individuals eligible for automatic renewal November 1, 2014 they would be automatically renewed for
coverage effective January 1, 2015. Kentucky periodically cancels individuals not paying their premiums during ongoing data
cleaning processes. Any individual who was actively receiving benefits as of 11/14/2014 was considered eligible for automatic
re-enrollment and was re-enrolled on 11/15/14. Kentucky’s report of unknown individuals in 2015 plan selection breakouts
represents the count of individuals converted from a legacy system (KAMES) to KYHBE.

(11) Minnesota began its automatic renewal process in January 2015.

(12) New York’s renewal process began November 15, 2014. New York removed terminations and cancellations from their data
for active and automatic re-enrollees, but did not remove them for new enrollees. New York’s re-enrollment data does not
distinguish between active and automatic reenrollment. In New York, individuals who were enrolled in October 2014, with an
end date of December 31, 2014, were eligible for automatic re-enrollment if their program eligibility stayed the same from 2014
to 2015, and their plan was available in 2015. If an individual’s 2014 coverage was cancelled/terminated after October 2014, they
were removed from the 2015 coverage that they were automatically renewed into. Additionally, if individuals voluntarily cancel
or terminate their coverage, they are removed from the enrollment count at the time they cancel or terminate their coverage. If an
individual’s coverage is cancelled or terminated for non-payment, they are removed from the enrollment count when the issuer
transmits that transaction to the Marketplace.

(13) Rhode Island does not have any automatic re-enrollments for its 2015 plan selection data, as Rhode Island required all
individuals to undergo active re-enrollment. Individuals are canceled from the system if they do not make payment on the 23rd
day of the month prior to the coverage month.

(14) Vermont automatically renewed all Marketplace consumers for coverage beginning January 1, 2015, with payment for
coverage due 21 days after automatically renewed consumers were sent an invoice.

(15) Washington reports only individuals who have both enrolled and paid for coverage (effectuated enrollment) for its report of
plan selection, thereby undercounting the true total of plan selections in Washington. Washington began its renewal process
November 15, 2014, with payment deadlines the 23rd day of the month prior to the coverage month. Washington defines
renewals as the number of QHP enrollees with coverage in December 2014 and coverage in 2015 as of February 21, 2015.
Washington is not able to provide automatic and active renewal breakouts for 2015 plan selection data due to system issues.
Their system counts some re-enrollees as both automatic and active re-enrollees, which may lead to double counting re-enrollee
breakouts. Washington removed enrollees who terminated their coverage from their plan selection data for new enrollees and re-
enrollees, but retained individuals in the count until issuers confirmed that the coverage was terminated for nonpayment.

(16) Idaho is an SBM that changed Marketplace platforms for the 2015 coverage year (Idaho transitioned from using the
HealthCare.gov platform to using its own platform). Additionally, Massachusetts and Maryland changed their eligibility and
enrollment system vendors for the 2015 coverage year. All of the plan selections for these states are being treated as new
consumers for operational enrollment and reporting purposes.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.
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APPENDIX TABLE C2

Total Completed Applications and Individuals Who Completed Applications in
State-Based Marketplaces Using Their Own Marketplace Platforms, By State, 2015 (1)
11-15-2014 to 2-15-2015 (including SEP activity through 2-21-15)

Description

Total Number of Completed
Applications for 2015 Coverage

@

Total Individuals Applying for 2015
Coverage in Completed Applications

()

Number

Number

State-Based Marketplaces (SBMs) Using Their Own Marketplace Platforms

California (4) N/A NA
Colorado 94,088 134,931
Connecticut 131,627 226,266
District of Columbia 14,521 19,570
Hawaii 16,159 25,314
Idaho 89,460 203,577
Kentucky (5) 94,447 153,920
Maryland (6) 263,035 N/A
Massachusetts 334,410 522,457
Minnesota 127,978 201,920
New York N/A 502,616
Rhode Island 71,995 120,771
Vermont (7) 33,155 59,451
Washington 616,059 1,354,964
TOTAL - SBMs Using Their Own 1,886,934 3,525,757

Marketplace Platforms

Notes:

“N/A” means that the data for the respective metric are not yet available for a given state.

(1) Unless otherwise noted, the data in this table represent cumulative Marketplace enrollment-related activity for 11-15-14 to 2-
15-15 (including SEP activity through 2-21-15). These data also do not include any enrollment-related activity relating to
individuals who may have applied for and/or selected a 2014 Marketplace plan during the reporting period, as a result of having
been eligible for a Special Enrollment Period (SEP). This table only reflects data for the individual market Marketplaces. For
additional technical notes, please refer to Appendix D of this report.

(2) “Completed Applications for 2015 Coverage” represents the total number of electronic and paper applications that were
submitted to the Marketplace during the reference period with sufficient information to begin performing eligibility
determinations for enrollment in a plan through the Marketplace and, if appropriate, sufficient information to begin performing
eligibility determinations for advance payments of the premium tax credit and cost-sharing reductions, and eligibility assessments

or determinations for Medicaid and CHIP.

(3) “Individuals Applying for 2015 Coverage in Completed Applications” represents the total number of individuals included in
Completed Applications that were submitted to the Marketplaces during the applicable reference period. This number does not
include individuals applying through the SHOP.
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(4) California reports data through 2/22/15. California’s system does not specifically track the total number of completed
applications or individuals applying for coverage.

(5) Kentucky data for “completed applications” includes data for the 2014 special enrollment period from 11-15-14 to 12-31-14,
2015 open enrollment, and 2015 SADP enrollment, as its system is not able to differentiate these data at the application level.

(6) Maryland’s system cannot provide the number of individuals applying for coverage through the Marketplace, as records may
be removed from this count after eligibility determinations.

(7) Vermont data for application numbers include withdrawn cases, but do not include test cases.
Source: Centers for Medicare & Medicaid Services, as of 3-6-15.
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APPENDIX TABLE C3

Total Marketplace Eligibility Determinations, and Marketplace Plan Selections in
State-Based Marketplaces Using Their Own Marketplace Platforms, By State, 2015 (1)
11-15-2014 to 2-15-2015 (including SEP activity through 2-21-15)

Number of Individuals Determined Number of

Eligible to Enroll through the Individuals Number of
Marketplace for 2015 Coverage Determined or Individuals With

Assessed Eligible 2015
o Eligible to Enroll in =g Plan Selections
Total Eligible to for Medicaid /
State Name Enroll in a a Marketplace Plan CHIP by the Through the
Marketplace Plan with Financial Marketglace Marketplaces
) Assistance ) 5)
(€))
Number Number Number Number
State-Based Marketplaces (SBMs) Using Their Own Marketplace Platforms
California (6) (7) 1,138,456 535,032 1,056,164 1,412,200
Colorado (7) (8) 132,077 N/A 85,432 140,327
Connecticut (9) 167,193 124,803 277,336 109,839
District of Columbia 7,539 1,714 9,355 18,465
Hawaii 24,568 12,306 32,854 12,625
Idaho 215,145 163,829 314,398 97,079
Kentucky 223,335 138,320 152,529 106,330
Maryland 120,632 85,345 154,194 120,145
Massachusetts 246,397 164,849 276,060 140,540
Minnesota (10) 71,451 38,382 106,654 59,704
New York (11) 1,006,505 498,707 357,456 408,841
Rhode Island 44,097 33,604 65,396 31,337
Vermont 57,533 22,660 16,922 31,619
Washington 239,848 176,295 818,697 160,732
TOTAL - SBMs Using
Their Own
Marketplace
Platforms 3,694,776 1,995,846 3,723,447 2,849,783
Notes:

“N/A” means that the data for the respective metric are not yet available for a given state.

(1) Unless otherwise noted, the data in this table represent cumulative Marketplace enrollment-related activity for 11-15-14 to 2-
15-15 (including SEP activity through 2-22-15). These data also do not include any enrollment-related activity relating to
individuals who may have applied for and/or selected a 2014 Marketplace plan during the reporting period, as a result of having
been eligible for a Special Enrollment Period (SEP). This table only reflects data for the individual market Marketplaces. For
additional technical notes information, please refer to Appendix D of this report.

(2) “Individuals Determined Eligible to Enroll in a Plan Through the Marketplace” (i.e., enrollment through the Marketplaces for
a 2015 Marketplace plan) represents the total number of individuals for whom a Completed Application has been received for the
2015 plan year (including any individuals with active 2014 Marketplace enrollments who returned to the Marketplaces and
updated their information), and who are determined to be eligible for plan enrollment through the Marketplaces during the
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reference period, whether or not they qualify for advance payments of the premium tax credit or cost-sharing reductions. These
individuals may or may not have enrolled in coverage by the end of the reference period. Individuals who have been determined
or assessed eligible for Medicaid or CHIP are not included. Note: With the exception of states that treated all of the individuals
who selected 2015 coverage through the Marketplaces, this number only includes data for individuals who applied for 2015
Marketplace coverage in completed applications. It does not include individuals who were automatically reenrolled. Thus, the
number determined eligible for 2015 coverage may be lower than the total number of 2015 plan selections (which includes
reenrollees).

(3) “Individuals Determined Eligible to Enroll in a Plan Through the Marketplace with Financial Assistance” (i.e., enrollment
through the Marketplace for a 2015 Marketplace plan with Financial Assistance) represents the total number of individuals
determined eligible to enroll through the Marketplace in a Marketplace plan who qualify for an advance premium tax credit
(APTC), with or without a cost-sharing reduction (CSR) for the 2015 plan year (including any individuals with active 2014
Marketplace enrollments who returned to the Marketplace and updated their information). These individuals may or may not
have enrolled in coverage by the end of the reference period

(4) “Individuals Determined or Assessed Eligible for Medicaid / CHIP by the Marketplace” represents the number of individuals
who have been determined or assessed by the Marketplace as eligible for Medicaid or CHIP based on their modified adjusted
gross income (MAGI). In some states, completed applications for individuals, whom the Marketplace has assessed as potentially
eligible for Medicaid or CHIP, based on MAGI, are transferred to the relevant state agency for a final eligibility determination.
In these “assessment states” the data include those accounts where a final decision is pending. In other states, the Marketplace
has been delegated the final Medicaid/CHIP eligibility determination responsibility for these individuals. Thus, this data element
includes FFM determinations and assessments, regardless of the state Medicaid/CHIP agency’s final eligibility determination, if
applicable. These data may vary from accounts transferred via “flat file” to states by the FFM. Quality assurance continues on
Medicaid assessments and determinations. Note: Marketplace Medicaid/CHIP eligibility determination and assessment data in
this report cannot be added to eligibility determination data in the most recent monthly Medicaid and CHIP Applications,
Eligibility Determinations, and Enrollment report (available on Medicaid.gov) which covers data through December 2014. In the
Marketplaces, some of the individuals assessed or determined eligible for Medicaid or CHIP by the Marketplace and reported in
this report may also be reported in the monthly Medicaid and CHIP Applications, Eligibility Determinations, and Enrollment
Report when the state has made an eligibility determination based on the information provided by the Marketplace. Total
Medicaid/CHIP enrollment is reported in the monthly Medicaid and CHIP Applications, Eligibility Determinations, and
Enrollment Report, and is a point-in-time count of total enroliment in the Medicaid and CHIP programs at the end of the monthly
reporting period.

(5) “Individuals With 2015 Marketplace Plan Selections” represents the total number of individuals determined eligible to enroll
in a plan through the marketplace” who have selected a 2015 Marketplace medical plan for enrollment through the Marketplaces
or, after December 15, have been automatically reenrolled in Marketplace coverage (with or without the first premium payment
having been received directly by the issuer) during the reference period. This is also known as pre-effectuated enrollment,
because enrollment is not considered effectuated until the first premium payment is made, and this figure includes plan selections
for which enrollment has not yet been effectuated. These data do not include a count of the number of individuals who have
selected a standalone dental plan; or individuals who may have selected a 2014 Marketplace plan during the reporting period, as a
result of having been granted a Special Enrollment Period (SEP). Except for three states, the data for total number of plan
selections removes cancellations and terminations. Minnesota does not remove either from its total plan selection data, whereas
DC removes cancellations and terminations from its automatic reenrollment data and New York removes cancellations and
terminations from its active and automatic reenrollee data.

(6) California reports data through 2/22/15.

(7) Reported Medicaid + CHIP eligibility assessment totals may be underreported, as CA and CO employ processes that do not
capture all Medicaid + CHIP eligibility assessments.

(8) Colorado data for individuals applying and those eligible for a QHP does not include individuals automatically reenrolled.
Therefore, the number of individuals completing applications, and those eligible for a QHP, is less than the total number of
individuals enrolled. Colorado’s Marketplace, Connect for Health Colorado, and the Medicaid Agency, use the Shared Eligibility
System to determine eligibility for Medicaid, APTC/CSR, and CHIP. Therefore, the data provided by Colorado for “Individuals
Assessed Eligible for Medicaid/CHIP” only include new individual determinations for the Medicaid and CHIP programs
processed between 11/15/14 — 2/21/15. These data do not include redeterminations, recertifications, and renewals for Medicaid
and CHIP.

(9) Connecticut’s number of individuals assessed eligible for Medicaid/CHIP is greater than the number of individuals applying.
This results from Medicaid redeterminations for individuals who already have an initial application with the exchange.

(10) Minnesota data for number of individuals assessed eligible for Medicaid/MinnesotaCare represents data through 2/22/15.

(11) New York eligibility data represent individuals who have an active eligibility determination on or after 11/15/14. The
number of individuals applying represents individuals in accounts that were created on or after 11/15/14. This figure does not
include renewals, or other eligibility determinations for accounts created before 11/15/14.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.
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APPENDIX TABLE C4

Marketplace Plan Selections by Financial Assistance Status in State-Based Marketplaces
Using Their Own Marketplace Platforms, By State, 2015 (1)
11-15-2014 to 2-15-2015 (including SEP activity through 2-21-15)
Total Number of . . .
Individuals With Plan Selections By Financial Assistance Status (4)
2015 Plan With Available (% of Available Data, Excluding Unknown)
b inti Selections Data on Financial
escription Through the Assistance With Financial Without Financial
Mark(itzp)laces Status (3) Assistance Assistance
Number Number % %
State-Based Marketplaces (SBMs) Using Their Own Marketplace Platforms
California (5) 1,412,200 1,407,795 90.3% 9.7%
Colorado 140,327 140,327 54.2% 45.8%
Connecticut 109,839 109,839 77.4% 22.6%
(D7'§”'°t of Columbia 18,465 18,465 10.8% 89.2%
Hawaii 12,625 12,625 76.7% 23.3%
Idaho (9) 97,079 97,079 84.2% 15.8%
Kentucky 106,330 106,330 69.3% 30.7%
Maryland (9) 120,145 120,145 70.8% 29.2%
Massachusetts (9) 140,540 140,540 65.6% 34.4%
Minnesota (6) (7) 59,704 N/A N/A N/A
New York (7) 408,841 408,841 73.5% 26.5%
Rhode Island 31,337 31,337 88.2% 11.8%
Vermont 31,619 31,619 62.2% 37.8%
Washington (7) 160,732 160,732 78.8% 21.2%
TOTAL — SBMs
Using Their Own 2,849,783 2,785,674 80.8% 19.2%
Marketplace
Platforms
Notes:

“N/A” means that the data for the respective metric is not yet available for a given state. Percentages in this table have been
rounded. Some numbers may not add to totals due to rounding.

(1) Unless otherwise noted, the data in this table represent cumulative data on the number of unique individuals who have been
determined eligible to enroll in a Marketplace plan, and have selected a Marketplace medical plan (with or without the first
premium payment having been received by the issuer). These data do not include a count of the number of individuals who have
selected a standalone dental plan; or individuals who may have selected a 2014 Marketplace plan during the reporting period, as a
result of having been granted a Special Enrollment Period (SEP). Except for three states, the data for total number of plan
selections removes cancellations and terminations. Minnesota does not remove either from its total plan selection data, whereas
DC removes cancellations and terminations from its automatic reenrollment data and New York removes cancellations and
terminations from its active and automatic reenrollee data. For additional technical notes, please refer to Appendix D of this
report.

(2) For each metric, the data represent the total number of “Individuals Applying for 2015 Coverage in Completed Applications”
who have selected a 2015 medical Marketplace plan for enrollment through the Marketplace (with or without the first premium
payment having been received directly by the issuer) during the reference period, excluding plan selections with unknown data
for a given metric. This is also known as pre-effectuated enrollment, because enrollment is not considered effectuated until the
first premium payment is made, and this figure includes plan selections for which enroliment has not yet been effectuated.

(3) In some cases, the data for certain characteristics of Marketplace plan selections are not available. For this reason, for each
metric, we have calculated the comparable percentages based on the number of plan selections with known data for that metric.
(4) Data on Marketplace plan selections with financial assistance includes plan selections for individuals who are receiving a
premium tax credit and/or cost-sharing subsidy.
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(5) California reports represent data through 2/22/15. California’s plan selection breakouts result in roughly 4,000 unknowns due
to total plan selection and plan selection breakout reports having been run at different times.

(6) Minnesota tracks plan selection by financial assistance at the household level; it cannot report it at the individual level.

(7) All states except DC, Minnesota, New York, and Washington removed cancellations and terminations from all total plan
selection data. DC removed cancellations and terminations from it automatic reenrollee data. New York removed cancellations
and terminations from all of its reenrollee data, active and automatic, but did not remove them from the “new” plan selections.
Washington removed terminations from all of their plan selection data. Minnesota did not remove cancellations and terminations
from its plan selection data.

(8) Washington reports only individuals who have both enrolled and paid for coverage (effectuated enrollment) for its report of
plan selection, thereby undercounting the true total number of plan selections in Washington.

(9) Idaho is an SBM that changed Marketplace platforms for the 2015 coverage year (Idaho transitioned from using the
HealthCare.gov platform to using its own platform). Additionally, Massachusetts and Maryland changed their eligibility and
enrollment system vendors for the 2015 coverage year. All of the plan selections for these states are being treated as new
consumers for operational enrollment and reporting purposes.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.
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APPENDIX TABLE C5

Marketplace Plan Selection by Age in State-Based Marketplaces Using Their Own Marketplace Platforms,

By State, 2015 (1)
11-15-2014 to 2-21-2015

Number of By Age
Plan (% of Available Data, Excluding Unknown)
Selections
With
Description Available Age Age Age Age Age Age Age Ages Ages
Data on Age <18 18-25 | 26-34 35-44 45-54 55-64 =65 18-34 | 0-34
(X E))
Number % % % % % % % % %
State-Based Marketplaces (SBMs) Using Their Own Marketplace Platforms

California (4) 1,408,352 5.2% | 10.8% | 16.9% | 16.0% 24.2% 26.8% 0.9% 27.5% | 32.7%
Colorado 140,327 11.6% | 7.6% | 18.9% | 16.1% 18.9% 26.5% 0.3% 26.6% | 38.2%
Connecticut 109,839 7.3% | 10.2% | 15.4% | 13.7% 23.4% 30.0% 1.4% 25.3% | 32.5%
ggslgr'ﬁgg () 18,465 78% | 6.1% | 37.2% | 21.4% | 145% | 13.0% | 0.6% | 43.1% | 50.9%
Hawaii 12,625 14.5% | 9.4% | 17.3% | 16.3% 16.7% 25.8% 1.4% 26.3% | 40.6%
Idaho (8) 97,079 12.7% | 11.0% | 18.1% | 16.6% 17.8% 23.8% 0.2% 29.0% | 41.7%
Kentucky 106,330 10.6% | 7.8% | 14.8% | 16.1% 21.5% 29.2% 0.5% 22.4% | 33.0%
Maryland (8) 120,145 5.7% | 10.7% | 19.0% | 17.6% 22.4% 24.6% 1.7% 29.2% | 34.8%
(Msa)ssaChusetts 140,540 56% | 8.8% | 21.8% | 17.2% | 21.8% | 24.8% 1.0% | 30.3% | 35.8%
Minnesota (5) 59,704 9.0% | 7.1% | 17.2% | 14.9% 19.0% 32.7% 0.5% 24.2% | 33.2%
New York (5) 408,841 2.6% | 9.2% | 20.2% | 18.4% 23.5% 25.6% 0.5% 29.4% | 32.0%
Rhode Island 31,337 5.0% | 10.0% | 17.3% | 17.5% 22.7% 27.5% 0.9% 27.1% | 32.1%
Vermont 31,619 6.4% | 9.1% | 13.0% | 14.2% 22.4% 34.5% 0.5% 22.0% | 28.4%
Washington (5) 160,732 3.7% | 7.9% | 16.5% | 16.4% 21.4% 33.9% 0.7% 24.2% | 27.9%
TOTAL - SBMs
Using Their
Oown 2,849,783 57% | 9.8% | 17.7% | 16.4% 22.7% 26.9% 0.8% 27.5% | 33.2%
Marketplace
Platforms
Notes:

“N/A” means that the data for the respective metric is not available for a given state. Percentages in this table have been rounded. Some
numbers may not add to totals due to rounding.

(1) Unless otherwise noted, the data in this table represent cumulative data on the number of unique individuals who have been
determined eligible to enroll in a Marketplace plan, and have selected a Marketplace medical plan (with or without the first premium
payment having been received by the issuer). These data do not include a count of the number of individuals who have selected a
standalone dental plan; or individuals who may have selected a 2014 Marketplace plan during the reporting period, as a result of having
been eligible for a Special Enrollment Period (SEP). Except for three states, the data for total number of plan selections removes
cancellations and terminations. Minnesota does not remove either from its total plan selection data, whereas DC removes cancellations
and terminations from its automatic reenrollment data and New York removes cancellations and terminations from its active and
automatic reenrollee data. For additional technical notes, please refer to Appendix D of this report.

(2) For each metric, the data represent the total number of “Individuals Applying for 2015 Coverage in Completed Applications” who
have selected a 2015 medical Marketplace plan for enroliment through the Marketplace (with or without the first premium payment
having been received directly by the issuer) during the reference period, excluding plan selections with unknown data for a given metric.
This is also known as pre-effectuated enrollment, because enrollment is not considered effectuated until the first premium payment is
made, and this figure includes plan selections for which enrollment has not yet been effectuated.

(3) In some cases, the data for certain characteristics of Marketplace plan selections are not yet available. For this reason, for each metric,
we have calculated the comparable percentages based on the number of plan selections with known data for that metric.
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(4) California reports represent data through 2/22/15. California’s plan selection breakouts result in roughly 4,000 unknowns due to total
plan selection and plan selection breakout reports run at different times.

(5) All states except DC, Minnesota, New York, and Washington removed cancellations and terminations from all total plan selection
data. DC removed cancellations and terminations from it auto reenrollee data. New York removed cancellations and terminations from all
of its reenrollee data, active and automatic, but did not remove them from the “new” plan selections. Washington removed terminations
from all of their plan selection data. Minnesota did not remove cancellations and terminations from its plan selection data.

(7) Washington reports only individuals who have both enrolled and paid for coverage (effectuated enrollment) for its report of plan
selection, thereby undercounting the true total of plan selections in Washington.

(8) Idaho is an SBM that changed Marketplace platforms for the 2015 coverage year (Idaho transitioned from using the HealthCare.gov
platform to using its own platform). Additionally, Massachusetts and Maryland changed their eligibility and enrollment system vendors
for the 2015 coverage year. All of the plan selections for these states are being treated as new consumers for operational enrollment and
reporting purposes.

Source: Centers for Medicare & Medicaid Services, as of 3-6-15.
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APPENDIX D: TECHNICAL NOTES

We believe that the information contained in this issue brief provides the most systematic
summary of enrollment-related activity in the Marketplaces during the 2015 Open Enrollment
period because the data for the various metrics are counted using comparable definitions for data
elements across states, and Marketplace platforms. However, data for certain metrics may not be
available (including in states that changed their Marketplace platform between the 2014 and
2015 coverage years) due to information system issues. It is also important to note that the
data that are included in this report may differ slightly from comparable data that have
been included in weekly enrollment updates published by CMS (also known as the Weekly
Enrollment Snapshots) because that data may be based on different time periods and/or
reporting dates than those that are used in this report.

The following section provides additional information about the metrics used in this enroliment
report, in addition to the information that is included elsewhere in the footnotes of the tables in
this report.

Additional Information About the Metrics Used in this Marketplace Enrollment Report

Reporting of Data on Activity Relating to the 2015 Marketplace Coverage Year — Except where
otherwise noted, this report includes enroliment-related data on activity related to the 2015
Marketplace coverage year. The data that are being reported for 11-15-14 to 2-15-15 (including
SEP activity through 2-22-15) do not include activity associated with individuals who may have
applied for and/or qualified for a Special Enrollment Period for 2014 Marketplace coverage.

Reporting Period — This report includes data that are currently available on enrollment-related
activity for the 2015 Open Enrollment period — which generally corresponds with data from 11-
15-14 to 2-15-15 (including SEP activity through 2-22-15) for the 37 HealthCare.gov states, and
from 11-15-14 to 2-15-15 (including SEP activity through 2-21-15) for the states that are using
their own Marketplace platforms for the 2015 coverage, except California. The following table
shows how the reporting periods for the data in this report compare with those for the most
recent Weekly Enrollment Snapshot.

Appendix Table D1

Reporting Period

Marketplace Type 2015 March Week 14 Weekly Enrollment
Enrollment Report Snapshot

States Using the HealthCare.gov 11-15-14 to 2-22-15 (including 11-15-14 to 2-22-15 (including

Marketplace Platform (37 states) SEP activity thru 2-22-15) SEP activity thru 2-22-15)

States Using Their Own Marketplace
Platform (14 states)

California 11-15-14 to 2-22-15 (including Not Included
SEP activity thru 2-22-15)
Other 13 States (including DC) 11-15-14 to 2-21-15 (including Not Included

SEP activity thru 2-22-15)
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2015 Plan Selections Through the Marketplaces (also known as Marketplace Plan Selections)
— Represents cumulative data on the number of unique individuals who have selected a 2015
plan through the Marketplaces for enrollment through the Marketplaces (with or without the first
premium payment having been received directly by the issuer) during the reference period. This
is also known as pre-effectuated enrollment, because enrollment is not considered effectuated
until the first premium payment is made, and this figure includes plan selections for which
enrollment has not yet been effectuated. These data represent the number of individuals with
active plan selections for a Marketplace medical plan as of the reporting date. These data do not
include stand-alone dental plan selections. These data also do not include any individuals who
may have selected a 2014 Marketplace plan during the reporting period, as a result of having
been eligible for a Special Enroliment Period (SEP).

Additionally, in the data for the HealthCare.gov states, individuals whose Marketplace coverage
has been cancelled or terminated are not included in the total number of Marketplace plan
selections.”® The data for the HealthCare.gov states also do not include plan selection data for
coverage with an effective date beginning after 3-1-15. This table only reflects data for the
individual market Marketplaces. Among the SBMs that are using their own Marketplace
platforms, except for three states, the data for total number of plan selections removes
cancellations and terminations. Minnesota does not remove either from its total plan selection
data, whereas DC removes cancellations and terminations from its automatic reenrollment data
and New York removes cancellations and terminations from its active and automatic reenrollee
data.

We are using the term “active Marketplace plan selections” to signify that the total number of
Individuals Who Have Selected a Marketplace Plan that is reported in the monthly Marketplace
enrollment reports excludes data for plan selections that have been cancelled or terminated. For
example, if an individual selected a Marketplace plan during the first week of the open
enrollment period, but selected a different plan during the third week of the open enrollment
period, the active plan selections total would only include data for the most recent plan selection.
This is consistent with the way that the Marketplace plan selection data were reported in the
previous monthly enrollment reports for the 2014 Open Enrollment period.

This report includes data on SEP activity through 2-22-15. It is important to note that this report
does not include data on effectuated enrollment (that the number of people who have paid
monthly premiums to the insurer). Additionally, this report does not include data relating to any
individuals who enroll through an SEP after 2-22-15, including any upcoming SEP for
individuals who were unaware of, or did not understand the implications of the fee for not
enrolling in health insurance coverage.

This report does not include data relating to any individuals who enroll through an SEP after 2-
22-15, including any upcoming SEP for individuals who were unaware of, or did not understand
the implications of the fee for not enrolling in health insurance coverage.

28 For example, coverage has been terminated for approximately 90,000 consumers who had 2014 coverage were not able to
continue their Marketplace coverage in 2015 because they did not provide the necessary documentation of their citizenship or
immigration status, and these individuals are no longer included in the cumulative total.
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In-Line Special Enrollment Period — The SEP for individuals who were “in-line” on 2-15-15
ended on 2-22-15 for the states that are using the HealthCare.gov platform. Most of the SBMs
that are using their own Marketplace platforms allowed individuals who started the process
before 2-15-15, but could not finish, to complete the application and select a plan by varying
dates, mostly within February, with the exception of Colorado, which allowed applicants through
March 2 to complete their applications, and Washington, which allowed applicants to enroll
through April 17. Vermont has indicated that the state will assist consumers with enrollment if
they report a problem trying to enroll, but did not provide for a formal extension period.

Tax Season Special Enrollment Period — CMS recently announced a special enrollment period
(SEP) for tax season. For individuals and families in the HealthCare.gov states who did not have
health coverage in 2014 and are subject to the fee or “shared responsibility payment” when they
file their 2014 taxes. For those who were unaware or did not understand the implications of the
fee for not enrolling in coverage, CMS will provide consumers with an opportunity to purchase
health insurance coverage from March 15 to April 30, 2015. (For additional information, see
http://www.cms.gov/Newsroom/MediaReleaseDatabase/Press-releases/2015-Press-releases-
items/2015-02-20.html). Most of the SBMs that are using their own Marketplace platforms
followed the federal guidelines regarding the SEP for tax season.

Definitions of “New” and “Reenrolling” Consumers — The monthly enrollment reports for the
2015 Open Enrollment period distinguish plan selections by new consumers from plan selections
by those who are reenrolling in Marketplace coverage:

*  “New Consumers” are those individuals who selected a 2015 plan through the
Marketplaces (with or without the first premium payment having been received directly
by the issuer) and did not have an active 2014 Marketplace plan selection as of
November 1, 2014. These data do not include stand-alone dental plan selections. These
data also generally do not include any individuals who may have selected a 2014
Marketplace plan during the reporting period, as a result of having been eligible for a
Special Enrollment Period (SEP);. Additionally, in the data for the HealthCare.gov states
and most states using their own platforms, individuals who have cancelled or terminated
their Marketplace plans are not included in the total number of Marketplace plan
selections. Additionally, some states are generally classifying all of their plan selections
as new consumers for operational enroliment and reporting purposes due to changes in
Marketplace platform (e.g., Idaho switched to using its own Marketplace platform in
2015, while Nevada and Oregon switched to using the HealthCare.gov platform in 2015),
or changes in system vendors (Maryland and Massachusetts).

» “Consumers reenrolling in coverage through the Marketplaces” are those individuals
who had Marketplace plan selection as of November 2014, and have either actively
submitted a 2015 application and selected a 2015 Marketplace medical plan, or have been
automatically reenrolled in coverage through the Marketplaces — with or without the first
premium payment having been received directly by the issuer. Individuals who have
cancelled or terminated their Marketplace plans are not included in the total number of
plan selections. These data also do not include: standalone dental plan selections; or
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individuals who may have selected a 2014 Marketplace plan during the reporting period,
as a result of having been eligible for a Special Enrollment Period (SEP). This category
is consistent with the “consumers renewing coverage” category that is included in the
HHS Weekly Enrollment Snapshots. Consumers reenrolling in coverage through the
Marketplaces includes the following two categories:

0 Consumers who are Actively Reenrolling in Marketplace Coverage — People who
had a Marketplace plan selection as of November 2014, and return to the Marketplace
to select a new plan or actively renew their existing plan. A consumer is considered
to have actively selected a plan, if they are a consumer with coverage in 2014 who
came back, updated their application and selected a plan. The consumer could have
actively selected their 2014 plan, decided to choose a new plan from their existing
insurer or selected a new plan from a different insurer. A consumer could have
actively selected a plan prior to the 12-15-14 deadline or could have come back after
being automatically reenrolled and decided to update their information and select a
plan; and

o Consumers who have been Automatically Reenrolled into Marketplace Coverage
(also known as “Automatic Reenrollees™) — People who had a Marketplace plan
selection as of November 2014, and retain coverage without returning to the
Marketplace and selecting a plan. A consumer was automatically reenrolled into their
2014 plan or a plan with similar benefits from their same issuer® if they were
enrolled in a Marketplace plan in 2014 and did not select a plan ahead of the 12-15-14
deadline. If the consumer realized after the deadline that there was a better plan for
their family or needed to update their information, the consumer could make that
change before 2-15-15, and would at that point be considered as having actively
selected a plan.

The categories of Marketplace plan selection data for the 2015 Open Enrollment period that are
included in this report vary by Marketplace type and state:

2 Some consumers’ 2014 plans were no longer active for 2015 but the insurer offered a plan with similar benefits. Based on the
information provided by the insurance companies, consumers were “crosswalked” and automatically re-enrolled into that similar
plan. No consumer was automatically re-enrolled into a plan with a different issuer.
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Appendix Table D2

States Using Their Own Marketplace States Using the HealthCare.gov

Enrollment Type Platforms Platform
(14 states including DC) (37 states)
New Consumers Included in this report Included in this report

Consumers Who Are
Actively Reenrolling in Included in this report * Included in this report**
Marketplace Coverage

Consumers Who Are
Being Automatically
Reenrolled into
Marketplace Coverage

Included in this report for the following
10 states: CA, CO, CT, DC, HI, KY, Included in this report
MN, NY, VT, and WA

* Some states that are using their own Marketplace platforms are generally classifying all of their plan selections as new
consumers for operational enrollment and reporting purposes due to changes in Marketplace platform (e.g., ID, which switched to
using its own Marketplace platform in 2015), or changes in eligibility and enrollment system vendors (MD and MA).

** Some HealthCare.gov states are generally classifying all of their plan selections as new consumers for operational enrollment
and reporting purposes due to changes in Marketplace platform (e.g., NV and OR, which switched to using the HealthCare.gov
platform in 2015).

Automatic Reenrollments — In this report, data on automatic reenrollments are included in the
overall Marketplace plan selection totals for Consumers Who Are Actively Reenrolling in
Marketplace Coverage for the 37 HealthCare.gov states and 10 of the SBMs that are using their
own Marketplace platforms for 2015 (see Appendix Table D2 for a list of these states). These
data represent consumers who had a Marketplace plan selection as of November 2014, and retain
coverage without returning to the Marketplace and selecting a plan because the applicable
Marketplace has passively reenrolled them in 2015 Marketplace coverage. It is important to note
that the reenrollment data in this report may include some individuals who were reenrolled in
coverage through the Marketplaces as of 2-15-15 (including SEP activity through 2-22-15), but
who may ultimately decide not to retain Marketplace coverage for the remainder of 2015 (for
example, because they have obtained coverage through another source such as an employer or
Medicaid/CHIP). The plan selection data in future reports will exclude these individuals (e.g.,
due to the subsequent cancellation or termination of their coverage).

Definition of Active Reenrollees Who Switched Plans — For purposes of this report, active
reenrollees who switched plans are active reenrollees who have not selected the same plan as for
the 2014 coverage year, or a similar “crosswalked” plan with similar benefits that is offered by
the same issuer as their 2014 plan.*

Categories for Reporting State-Level Marketplace Data — The Health Insurance Marketplace
includes the Marketplaces established in each of the states (and the District of Columbia) and run
by the state or the federal government. This report addresses the individual market Marketplaces
that are using their own Marketplace platforms for the 2015 coverage year, as well as the

% Some consumers’ 2014 plans were no longer active for 2015 but the insurer offered a plan with similar benefits, known as a
“crosswalk plan.” For purposes of this report, active reenrollees who selected the crosswalk plan for the 2015 coverage year
(identified based on the information provided by the insurance companies) are not included in the total number who switched
plans.
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individual market Marketplaces that are using the HealthCare.gov Marketplace platform for
eligibility and enrollment for the 2015 coverage year (data for the small group Marketplace, also
known as SHOP, is not included in this report).

Marketplace enrollment-for the 2015 Open Enrollment period, will be reported based on the
following two major categories:

» State-Based Marketplaces (SBMs) Using Their Own Marketplace Platform — 14
states (including DC):

California, Colorado, Connecticut, District of Columbia, Hawaii, Idaho, Kentucky,
Maryland, Massachusetts, Minnesota, New York, Rhode Island, Vermont, and
Washington.

o States Using the HealthCare.gov Platform — 37 states, including:
0 State-Based Marketplaces Using the HealthCare.gov Platform — 3 states

Nevada, New Mexico, and Oregon (Note: one of these states (New Mexico) also used the
HealthCare.Gov platform during the 2014 Open Enrollment period; however, Nevada
and Oregon switched to using the HealthCare.gov platform for the 2015 Open
Enrollment period).

0 Federally-Facilitated Marketplaces — 34 states

Alabama, Alaska, Arizona, Arkansas, Delaware, Florida, Georgia, Illinois, Indiana, lowa,
Kansas, Louisiana, Maine, Michigan, Mississippi, Missouri, Montana, Nebraska, New
Hampshire, New Jersey, North Carolina, North Dakota, Ohio, Oklahoma, Pennsylvania,
South Carolina, South Dakota, Tennessee, Texas, Utah, Virginia, West Virginia,
Wisconsin, and Wyoming. (Note: all of these states also used the HealthCare.Gov
platform during the 2014 Open Enrollment period).

Notes on Changes in Marketplace Platforms — The following states changed their Marketplace
eligibility and enrollment platform between the 2014 and 2015 coverage years:

» Nevada and Oregon switched from using their own Marketplace eligibility and
enrollment platforms in 2014 to using the HealthCare.gov platform for eligibility and
enrollment for 2015 (as a consequence, people who select 2015 Marketplace plans in
Nevada and Oregon are generally treated as new consumers for operational enroliment
and reporting purposes because the system cannot identify or automatically reenroll
individuals who previously had 2014 Marketplace coverage in these states); and

* Idaho switched from using the HealthCare.gov platform for 2014 to using its own
Marketplace platform for 2015.

Additionally, Maryland and Massachusetts are continuing to use their own Marketplace
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platforms, but have implemented new eligibility and enrollment systems for the 2015 Open
Enrollment period, and as a result, the Marketplaces in these states are unable to distinguish
between new consumers and consumers reenrolling in coverage through the Marketplaces for
plan year 2015. Individuals who have 2014 Marketplace coverage in these states will need to
return to the Marketplace to reenroll in coverage for 2015.

Idaho, Nevada, Oregon, Maryland and Massachusetts are generally classifying all of their plan
selections as new consumers for operational enrollment and reporting purposes due to their
changes in Marketplace platform (e.g., ID, NV and OR) or eligibility and enrollment system
vendors (MD and MA).

Data on Total Number of Completed Applications and Total Individuals Applying for
Coverage in Completed Applications — We are showing data on the number of completed
applications and the total number of individuals applying for coverage in the completed
applications in this report.

Data on Marketplace Plan Selections with Financial Assistance — Marketplace plan selections
with financial assistance includes plan selections for individuals who are receiving a premium
tax credit and/or cost-sharing reduction.

Data on Premium Tax Credits — The Affordable Care Act specifies that an individual or family
who is eligible for premium tax credits will be required to pay no more than a fixed percentage of
their income based on the second-lowest cost silver plan available in the Marketplace in their
coverage area. This applicable percentage varies only by household income as a percentage of the
Federal Poverty Level (FPL) and does not depend on household members’ ages, the number of
people within the household covered through the Marketplace, or Marketplace premiums. The
applicable percentage is converted into a maximum dollar amount the household is required to pay
annually for the benchmark plan, and the premium tax credit is applied to make up the difference
between the maximum dollar amount and the actual premium, if any. The exact dollar amount of the
premium tax credit depends on the premium of the second-lowest cost silver plan available to the
household and the cost of covering the family members who are seeking Marketplace coverage.

For purposes of this report, an individual qualifying for an advance premium tax credit was
defined as any individual with an APTC amount >$0. Averages in this brief refer to plan-
selection-weighted averages across individuals with plan selections with advance premium tax
credits in the 37 HealthCare.gov states.*

Data on Characteristics of Marketplace Plan Selections by Metal Level — The subtotals for
each metal tier type do not sum to the total number of Plan Selections with Available Data on
Metal Level due to a small number of individuals (0.1%) who have multiple 2015 Marketplace
plan selections in the system that will be resolved through data cleanup processes. Data for
standalone dental plan selections are shown separately.

% For additional methodological information, see the ASPE Issue Brief “Health Insurance Marketplace 2015: Average Premiums
After Advance Premium Tax Credits Through January 30 in 37 States Using the HealthCare.gov Platform,” accessed at
http://Amvww.aspe.hhs.gov/health/reports/2015/MarketPlaceEnrollment/ APTC/ib_APTC.pdf.
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Standalone Dental Plan Selections — Individuals who are shopping for health insurance
coverage in the Marketplace have the choice of selecting:

* A medical Marketplace plan with integrated dental coverage,

» A medical Marketplace plan without integrated dental coverage, or

* A medical Marketplace plan and a separate standalone dental plan (it is not possible to
select a standalone dental plan without also selecting a medical plan).

Individuals who have selected both a medical Marketplace plan and a standalone dental plan are
only counted once in the total Marketplace plan selections metric. However, we report data on
total standalone dental plan selections separately for the 37 states that are using the
HealthCare.gov platform, including combined data for both the “High” and “Low” standalone
dental plan types (see Appendix Tables Al and A2).

Data on Additional Characteristics of Marketplace Plan Selections — This report also includes
data on the characteristics of individuals who have selected a Marketplace plan in the 37 states
that are using the HealthCare.gov platform by Race/Ethnicity and Rural Status. In some cases,
the data for certain characteristics of Marketplace plan selections are not yet available. For this
reason, for each metric, we have calculated the comparable percentages based on the number of
plan selections with known data for that metric.

e Race/Ethnicity — The application for Marketplace coverage in the states using the
HealthCare.gov platform contains questions on race and on ethnicity, which are both
marked as optional. The share of unknown race/ethnicity in Marketplace plan selection
data for HealthCare.gov states is higher than in federal survey data,** but lower than that
reported in administrative data sources in the healthcare industry.®* Thus, while this
information is provided for transparency purposes, its quality is low and its use should be
limited. For example, it is also important to note that the racial/ethnic makeup of the
individuals with unknown race and ethnicity who selected a Marketplace plan in the
HealthCare.gov states may differ substantially from that among those who reported race
and ethnicity. For example, if racial and ethnic minorities are more likely to skip the
option&l questions, they would be disproportionately under-reported in the overall
totals.

32 The main Census surveys have missing data on 3 to 5 percent of respondents, and the National Health Interview Survey has
missing information for about 5 percent of respondents. (Source: ASPE correspondence with U.S. Census and the National
Center for Health Statistics regarding the American Community Survey, the Current Population Survey, and the National Health
Interview Survey; February 2014.)

% For example, a study of administrative data from the Department of Veterans Affairs found that race/ethnicity information was
missing from files for 36 percent of patients. Additionally, as of 2008, commercial plans that collected race and ethnicity data
only had information for about 40 percent of their members. The health insurance company Aetna, which began collecting data
on race and ethnicity for all its members in 2002 via enrollment forms, currently has information on race/ethnicity for about 35
percent of its membership. (Sources: Nancy R. Kressin, Bei-Hung Chang, Ann Hendricks, and Lewis E. Kazis, “Agreement
between administrative data and patients’ self-reports of race/ethnicity,” American Journal of Public Health, vol. 93, no. 10
(2003), p. 1734-1739); Joseé J. Escarce, Rita Carredn, German Veselovskiy, and Elisa H. Lawson, “Collection of race and
ethnicity data by health plans has grown substantially, but opportunities remain to expand efforts,” Health Affairs, vol. 30, no. 10
(2011); and Aetna, “Aetna’s Commitment,” accessed April 25, 2014. Available at: http://www.aetna.com/about-aetna-
insurance/initiatives/racial-ethnic-equality/index.html.

% For additional information on the methodology that was used to analyze the characteristics of individuals who selected a
Marketplace plan in the HealthCare.gov states by race/ethnicity, please refer to Appendix C in the 2014 Marketplace Summary
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e Rural Status — The proportion of Marketplace plan selections in rural areas was derived
by aggregating data for Marketplace plan selections with valid ZIP Code information
based on the HHS Office of Rural Health Policy’s (ORHP) most current list of Rural
Designated ZIPs, which has been updated using the 2010 Census data.

Number of Individuals Determined or Assessed Eligible for Medicaid / CHIP by the
Marketplace — Marketplace Medicaid & CHIP eligibility determination and assessment data in
this report cannot be added to eligibility determination data in the most recent monthly Medicaid
and CHIP Applications, Eligibility Determinations, and Enrollment report (available on
www.Medicaid.gov), which covers data through October 2014. Some of the individuals assessed
or determined eligible for Medicaid or CHIP by the Marketplace and reported in this report may
also be reported in the monthly Medicaid and CHIP Applications, Eligibility Determinations, and
Enrollment Report when the state has made an eligibility determination based on the information
provided by the Marketplace. Total Medicaid & CHIP enrollment is reported in the monthly
Medicaid and CHIP Applications, Eligibility Determinations, and Enrollment Report, and is a
point-in-time count of total enrollment in the Medicaid and CHIP programs at the end of the
monthly reporting period.

Metrics Reported by SBMs Using Their Own Marketplace Platforms -- It is important to note

that some of the 14 states that are using their own Marketplace platforms are not separately
reporting data for new consumers and consumers who are reenrolling in Marketplace coverage.

Appendix Table D3

Metric Number of States Reporting Data for this Metric

Visitors to the Marketplace Websites 13 States — California, Colorado, Connecticut, District of Columbia,
Hawaii, ldaho, Kentucky, Maryland, Minnesota, New York, Rhode
Island, Vermont, Washington

Calls to the Marketplace Call Centers 14 States — California, Colorado, Connecticut, District of Columbia,
Hawaii, ldaho, Kentucky, Maryland, Massachusetts, Minnesota, New
York, Rhode Island, Vermont, Washington

Completed Applications 12 States — Colorado, Connecticut, District of Columbia, Hawaii,
Idaho, Kentucky, Maryland, Massachusetts, Minnesota, Rhode Island,
Vermont, Washington

Individuals Applying for Coverage in 12 States — Colorado, Connecticut, District of Columbia, Hawaii,

Completed Applications Idaho, Kentucky, Massachusetts, Minnesota, New York, Rhode
Island, Vermont, Washington

Number of Individuals Determined 14 States — Colorado, California, Connecticut, District of Columbia,

Eligible to Enroll in a Marketplace Plan Hawaii, ldaho, Kentucky, Maryland, Massachusetts, Minnesota, New
York, Rhode Island, Vermont, Washington

Number of Individuals Determined 13 States —California, Connecticut, District of Columbia, Hawaii,
Eligible to Enroll in a Marketplace Plan Idaho, Kentucky, Maryland, Massachusetts, Minnesota, New York,
with Financial Assistance Rhode Island, Vermont, Washington

Number of Individuals Determined or 14 States — California, Colorado, Connecticut, DC, Hawaii, ldaho,

Enrollment Report, which can be accessed at
http://www.aspe.hhs.gov/health/reports/2014/MarketPlaceEnrollment/Apr2014/ib_2014Apr_enrollment.pdf.
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Metric

Number of States Reporting Data for this Metric

Assessed Eligible for Medicaid/CHIP by
the Marketplace

Kentucky, Maryland, Massachusetts, Minnesota, New York, Rhode
Island, Vermont, Washington

Number of Individuals with 2015
Marketplace Plan Selections

14 States — California, Colorado, Connecticut, District of Columbia,
Hawaii, ldaho, Kentucky, Maryland, Massachusetts, Minnesota, New
York, Rhode Island, Vermont, Washington

2015 Marketplace Plan Selections by
Financial Assistance Status

13 States — California, Colorado, Connecticut, DC, Hawaii, Idaho,
Kentucky, Maryland, Massachusetts, New York, Rhode Island,
Vermont, Washington

2015 Marketplace Plan Selections by Age

14 States —California, Colorado, Connecticut, DC, Hawaii, ldaho,
Kentucky, Maryland, Massachusetts, Minnesota, New York, Rhode
Island, Vermont, Washington

2015 Marketplace Plan Selections by
Gender

14 States — California, Colorado, Connecticut, DC, Hawaii, Idaho,
Kentucky, Maryland, Massachusetts, Minnesota, New York, Rhode
Island, Vermont, Washington

2015 Marketplace Plan Selections by
Metal Level

14 States —California, Colorado, Connecticut, DC, Hawaii, Idaho,
Kentucky, Maryland, Massachusetts, Minnesota, New York, Rhode
Island, Vermont, Washington

Effectuated Enrollment — Data on effectuated enrollment for the 2015 Open Enrollment period
are not yet available. Therefore, the enrollment data in this report are generally based on pre-
effectuated enrollment (plan selections). However, one state, Washington, has reported data on

effectuated enrollment.

Additional Data Validation — CMS has been taking steps to enhance the processes for generating
and validating Marketplace data. As such, some of the numbers in this report could be updated

in future reports.
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Executive Summary

In June 2013, the National Academy of Social Insurance (NASI) convened a diverse study panel of

economists, antitrust experts, researchers, and hospital and insurance executives to examine the role

and impact of pricing power in the U.S. health care system. While the public sector sets prices admin-

istratively, the private sector relies on market-based pricing. In the private sector, pricing power, also

known as market power, is defined as the ability of a seller to raise and maintain prices above the level

that would prevail if the market were competitive.

Primarily interested in the
role of prices and their
contribution to spending
growth, the panel set out
to think systematically
about market power and
the shifting balance of
negotiating power from
private purchasers to
health care providers over

the last 20 years.

Despite spending nearly double the share of gross domestic product on
health care as other developed nations, care in the United States is uneven
at best and ranks poorly by many critical measures compared to other coun-
tries. U.S. spending differs from other developed countries for two main
reasons: substantially higher private prices paid for medical care and higher

administrative costs related to health insurance.

Concerns about the lack of price competition are longstanding in health
care, and the role of market power in the conduct of both health insurers
and health care providers is a significant policy issue. Primarily interested in
the role of prices and their contribution to spending growth, the panel set
out to think systematically about market power and the shifting balance of
negotiating power from private purchasers to health care providers over the

last 20 years.

Health Care Markets Differ from Other Goods and Services

The market for medical care is different from other markets in at least two significant ways: third-par-

ty payment for insured consumers and a fundamental imbalance in information and clinical knowl-

edge between patients and clinicians.

If insured consumers are able to fulfill their cost-sharing obligations, third-party payment often insu-
lates them from the further costs of their health care decisions and removes the primary incentive for
them to be price conscious and shop for an acceptable level of quality at the lowest price. Health care
consumers also face difficulties in assessing the value of health care services because they typically lack

both clinical knowledge and access to widespread, useable health care price and quality information.

While most experts acknowledge that health care is different from other goods and services to some
degree, there is a major division between those who think competition can significantly improve the
situation and those who think health care is fundamentally different in ways that are likely to thwart

attempts to create competitive markets.
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The former group believes that reasonably well-functioning markets can be created through greater
transparency of performance on quality and costs, relaxed barriers to entry of potential competitors,
increased consumer financial responsibility for the health care choices they make, and supported by
antitrust or other pro-market regulatory approaches. Those who think health care is fundamentally
different emphasize unique characteristics that seem fixed and unamenable to pro-market policies:
asymmetry of information between buyers and sellers, inherent uncertainty and variation in clinical
decision-making, desirable insurance protection that society wants but that makes patients relatively
indifferent to costs, and the intermingling of patient care with other activities that benefit society as a

whole, including research, education, and care for the uninsured.

The Shifting Balance of Power Between Health Plans and Providers

Over the last two decades, the balance of power between health plans and providers has shifted signif-
icantly, albeit to different degrees in different local health care markets. Following a serious recession
and the failure of government health care reform in the early 1990s, managed care emerged as a
market-based response to rapidly rising private health care costs. Employers shifted large numbers of
workers to managed care products that relied on restrictive provider networks and greater utilization

management.

Armed with a credible threat of excluding providers from their networks and the resulting loss of
patient volume, health plans gained negotiating leverage over hospitals and physicians and obtained
significant price discounts. About the same time, however, hospital consolidation picked up speed
through mergers and acquisitions as hospitals tried to reduce excess capacity, cut expenses, and

increase their clout with insurers.

By the late1990s, a significant backlash against tightly managed care developed and, aided by the
booming economy and tight labor markets, negotiating leverage began to swing back to providers,
particularly dominant hospitals. Focused more on recruiting and retaining workers, employers
abandoned cost controls in favor of broad provider networks, denying health plans an important
bargaining chip with providers — the credible threat of exclusion from plan networks if provider price

demands were too high.

Not surprisingly, spending growth for employer-sponsored insurance accelerated as insurers aban-
doned narrow-provider networks and tight utilization management controls. Initially, increased
volume of services played a larger role in private-sector spending growth, but higher prices ultimately
became a greater factor. Lacking support from employers to hold the line against provider demands,
health plans in many cases effectively called a truce with providers, leading to the existing environ-
ment where higher provider payment rates are passed on to employers — and ultimately to employees

— through higher premiums.

Insurer and Provider Market Power

As the intermediary between health care providers and insurance purchasers, insurers with market
power can potentially leverage negotiations in both directions. On one hand, insurers with market

power have the ability to obtain greater price discounts from providers who need to be in the
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dominant insurer’s provider network; on the other hand, such insurers do not have to actually use this
market power because they do not face effective competition in selling their insurance products to

employers. Evidence is mixed on the net impact of these two factors on hospital prices.

While concerns about insurer market power exist, most recent attention has focused on the market
power of health care providers — primarily the ability of dominant hospitals and large physician group
practices to negotiate higher prices. Growing evidence shows that private insurers pay widely varying
prices both across and within local health care markets — sometimes double and triple or more — for

the same medical services.

Reasons for Provider Market Power

Market power and negotiating leverage are derived from a number of complex and mutually reinforc-
ing factors, including provider size, reputation, location, and unique service offerings. Despite the
complexity of factors contributing to provider market power, much of the policy discussion about

negotiating leverage has focused on the size of the provider.

Mergers among hospitals to create a single hospital system — horizontal integration — and /or
integration of physician practices and hospitals into larger health systems — vertical integration —
recently have garnered attention. Over the last two decades, there has been a steep increase in hospital
mergers and in market concentration. The trend toward consolidation in health care markets contin-

ues to accelerate and now includes the absorption of physician practices into hospital systems.

Key Emerging Trends and Market Power

Increased scrutiny of high and widely varying prices for health care services, especially

hospital care, has helped raise public awareness of the lack of price competi-
Although public policy is | tion and focus policy attention on the role of provider market power in
only now coming to grips negotiating prices with insurers. Although public policy is only now coming
with the importance of to grips with the importance of high prices as a major driver of U.S. health
high prices as a major care spending growth, payers and purchasers have also been adopting strate-
driver of U.S. health care

spending growth, payers

gies permitted under current market and regulatory conditions to try to
restrain health care cost growth in general and high provider prices in

particular. The array of emerging trends related to market power includes:
and purchasers have also

been adopting strategies m  Fostering consumer price-sensitivity through greater cost sharing and
permitted under current health plan benefit structures that guide patients to more efficient
market and regulatory providers;
conditions to try to B Launching payment reforms that move from piecemeal fee-for-service
restrain health care cost methods that reward volume regardless of quality to methods placing
growth in general and more risk on providers for the cost and quality of care;

high provider prices in e L . . .
s P P m  Shifting care from inpatient hospital settings to outpatient care;

particular.
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B Encouraging health plan competition in the individual and small-group markets through

state health insurance exchanges; and

B Intervening in markets through state and federal regulatory and antitrust enforcement

actions.

Policy Principles

With a diverse group of national experts participating, the Academy study panel developed a set of
policy principles to provide a starting point for crafting policy that would address market power in
health care markets (see Chapter 2 for the complete principles). Substantively, these principles reflect a
preference for market solutions and for targeted regulation in markets that lack competition — in
some cases because of provider consolidation — or where new competitors are unlikely to enter the
market. These principles recognize the need for policy to address broader societal goals — for exam-
ple, around issues of access and quality — but the panel believes that meeting these societal goals
should explicitly recognize the potential impact on prices and competition. Finally, the principles
reflect the important role of competition in generating new ideas about institutions and mechanisms

for innovative ways to deliver care that can increase both quality and efficiency.

Policy Principles

B Market competition is often the best way to motivate providers to increase efficiency,
improve quality, and ensure that health care prices reflect the value of services provid-
ed to consumers. Where unfettered market competition is ineffective, public policy can
enhance market competition or, if that is not likely to be successful, regulate prices di-
rectly.

e  When they work well, competitive markets weed out providers that fail to
efficiently deliver services that are valued by consumers. While some inefficient
providers may lose business or even exit the market, consumers benefit from the

overall improvements in efficiency and quality that emerge from competition.

e Competitive markets generate prices that reflect the cost and value of services and
promote innovations in health care delivery, including the development of new
institutional mechanisms for the delivery and organization of care. In the long run,
these innovations may provide substantial benefits to patients.

e Health care markets are local, and policy interventions that address market failures
should be tailored to local markets. In many markets, there has been significant
hospital consolidation to the degree that unregulated markets are unlikely to
generate competition that will lead to efficient prices or innovation.
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Policy Principles continued

e There is a broad scope of regulatory interventions to foster competition, including
targeting more aggressive antitrust enforcement, prohibiting providers from
demanding favorable treatment as a condition of contracting, and directly limiting
prices through administrative means.

e However, all regulation risks so-called capture — or undue influence —by
regulated entities. Just as markets may not work in every situation, regulation has
costs and benefits that vary by context. Regulatory capture has in some situations
led price regulation to be only marginally effective, if at all.

e Along with care for patients, hospitals and physicians often provide additional
services with significant social value, including research, medical training, and
uncompensated care. In a competitive market, prices are unlikely to support these
public goods. Increased competition leads to the additional need for specific
policies to support such activities.

B Greater transparency that provides consumers with accurate and timely information
about price, quality, costs, and provider networks likely can help them make better
choices and, in some cases, make markets more competitive. Greater transparency also
may improve the functioning of markets by exposing market conditions and market
behavior to public scrutiny. At the same time, policymakers must guard against
providers or plans using price information for collusive purposes.

B The benefits of emerging payment reforms and delivery systems, such as ACOs and
other provider configurations, may improve quality but also can contribute to excessive
market consolidation. Policymakers should carefully evaluate known costs and benefits
before making exceptions to competition laws to encourage new but unproved
payment and delivery systems. Forcing highly integrated systems to divest if they do not
deliver value is a formidable challenge.

B Significant variations in provider prices should reflect real differences in costs related to
their missions or to consumer preferences in well-functioning markets, not vagaries of
negotiating leverage that might produce inequitable prices of services, placing
providers in very different financial circumstances unrelated to their own performance.

Policy Options
Recognizing that no single policy option would be applicable to all local markets — that there is no
“silver bullet” to address the lack of price competition — the study panel produced a range of policy

options. The policy options assume that laws and regulations can help foster competition by impos-
ing rules of conduct and by addressing barriers to competition.
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The policy options should not be seen as either a packaged set or as competing alternatives. Where
feasible, policy solutions should be crafted to reflect local health care market conditions. The policy
options follow a continuum based on how vigorously they intervene in the market from least to most:

Policy Options

Policy Option A:

Policy Option B:

Policy Option C:

Policy Option D:

Policy Option E:

Policy Option F:

Policy Option G:

Policy Option H:

Policy Option I:

Policy Option J:

Policy Option K:

Encouraging Market Entry of Competitors

Greater Price Transparency

1. Collecting and Reporting All-Payer Claims Data
2. Supporting Price-Conscious Consumers

Limiting Anticompetitive Health Plan-Provider
Contracting Provisions

Harmonizing Network-Adequacy Requirements with
the Development of Limited-Provider Networks

Active Purchasing by Public Payers
Improved Antitrust Enforcement

1. Scrutiny of Hospitals and Insurers with Market Power
and the Foreclosure of Markets to New Entrants

2. Active Review of Vertical Mergers
3. Conduct Remedies and Post-Merger Monitoring
Additional Public Oversight and Review

Regulating Premium Increases through Strengthened
Rate Review

Limiting Out-of-Network Provider Charges

Setting Upper Limits on Permissible, Negotiated Provider
Payment Rates

Expanding the Use of All-Payer and Private-Payer
Rate Setting

Addressing Pricing Power in Health Care Markets



CHAPTER ONE
Assessing the Problem of Pricing Power in
Health Care Markets

The Role of Prices in Health Care Spending Growth

Although U.S. health care spending growth has moderated in recent years, rising health care costs re-
main a critical domestic policy issue, especially as more Americans gain health insurance. Maintaining
the significant coverage gains under the Affordable Care Act (ACA), in large part, depends on keep-
ing health care affordable. In 2011, the United States spent 17.7 percent of gross domestic product
(GDP), or $2.7 trillion, on health care, compared to an average of 9.4 percent of GDP for other

developed nations in the Organization for Economic Cooperation and Development (OECD).1

Higher U.S. spending does not produce better quality care — care in the United

States is uneven at best and ranks poorly by many measures. The United

The United States stands States also has fewer hospital admissions and fewer physician visits per capita
out because of two major than most other countries,? as well as a younger population and comparable
or lower rates of chronic conditions.3 The United States stands out because

factors: substantially
of two major factors: substantially higher prices paid for medical care* and

higher prices paid for . . L
sher p P higher administrative costs related to health insurance.5 Financing of the

medical care and higher U.S. health care system is split about evenly between the public and private

administrative costs sectors, with the public sector largely setting prices for health care and the
related to health private sector relying on market-based pricing.

insurance.

On average, annual U.S. health care spending growth has outpaced growth
in the overall economy by about two percentage points since 1960 (see Exhibit 1).6 Simply put,
spending growth consists of two main components: 1) the volume and intensity of services and 2) the
price of services. The share of spending growth attributable to higher volume or higher prices shifts
over time and is affected by many factors, including levels of insurance coverage, economic condi-
tions, advances in medical technology, the population’s health status, and demographics, such as
aging of the population. In recent years, health care spending growth has slowed — a turn of events
many have attributed to the 2007-09 recession, stagnant incomes, declining employer-sponsored
health insurance, greater cost sharing for insured people, and cost-containment efforts by Medicare
and state Medicaid programs.” While these are important factors, the NASI study panel is primarily

interested in the role of prices and their contribution to private health care spending growth.
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Exhibit 1: U.S. Health Care Spending and GDP Growth Trends, 1960-2013
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Source: From National Health Expenditure Accounts, available at http://www.cms.gov/Research-Statistics-Data-and-
Systems/Statistics-Trends-and-Reports/NationalHealthExpendData/NationalHealthAccountsHistorical.html

When spending growth is caused primarily by rising prices for the same

services, consumers are worse off because they must spend more to

maintain their health. Rising prices may reflect increased resource Several studies point to
costs, less competition, ineffective regulation, or costly new tech- medical prices as
nologies. Several studies point to medical prices as significantly con- significantly contributing

tributing to overall health care spending growth, accounting for 50 to overall health care

percent to 80 percent of growth in any given year.8 )
spending growth,
Though health care spending growth in 2013 reached historic lows accounting for 50 percent

not seen since 1998, analysts point to spending growth accelerating to 80 percent of growth

in the near future as economic growth picks up and more people in any given year.

are insured under the ACA.? Actuaries at the Centers for Medicare
and Medicaid Services (CMS) estimate that health spending
growth will increase from 3.6 percent in 2013 to about 5.7 percent annually through 2023, when
health spending will account for an estimated 19.3 percent of GDP.10
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What is Pricing Power?

In simple economic terms, pricing power — or market power — is the ability of a seller to raise and
maintain prices above the level that would prevail if the market were competitive. High prices can be
maintained, for example, if there are no substitutes available to consumers or if new firms cannot en-
ter the market. The exercise of market power imposes high costs on consumers and society, resulting
not only in higher prices but also in greater inefficiencies. Concerns about the lack of price competi-
tion are longstanding in health care, and the role of market power in the conduct of both health in-

surers and health care providers is a significant policy issue.

Why Health Care Differs from Other Goods and Services

The market for medical care is different from other markets in at least two significant ways: third-par-
ty payment for insured consumers and a fundamental imbalance in information, clinical knowledge,
and understanding between patients and clinicians. Third-party payment leads consumers to be less
sensitive to prices than would otherwise be the case. Standard economic theory holds that when well-
informed consumers pay the full cost of services, they will make a conscious trade-oft between the
price and quality of goods and services and purchase those that provide the best value — or the com-

bination of highest quality and lowest price acceptable to the consumer.

Once insured consumers have fulfilled their cost-sharing obligations, however, third-party payment
largely insulates them from the costs of their health care decisions and removes the incentive for them
to be price-conscious and shop for an acceptable level of quality at the lowest price. Typically,
consumers would respond to high prices by purchasing less, but in health care, insurance allows con-

sumers to continue paying high prices and demand greater quantities of care.

In addition to the effects of third-party payment, health care consumers often face difficulties in as-

sessing the value of health care services for two main reasons:

B The fundamental imbalance in information, clinical knowledge, and understanding between
patients and clinicians, coupled with the emotionally laden nature of life-threatening serious
illnesses.

B The lack of widespread, useable consumer price and quality information. This lack of informa-
tion may make consumers less able to judge whether higher-priced services deliver higher quality.

, T While most acknowledge that health care purchasing is different
...there is a major division . ] .
from other goods and services to some degree, there is a major

between those who think division between those who think competition can significantly

competition can signifi- improve the situation and those who think health care is funda-

cantly improve the situa- mentally different in ways that cannot and should not be subject to
tion and those who think | attempts to create competitive markets. The former group believes
health care is fundamen- that reasonably well-functioning markets can be created through
tally different in ways that | Steater transparency of performance on quality and costs, relaxed
cannot and should not be barriers to entry of potential competitors, increased consumer
financial responsibility for the health care choices they make, and

subject to attempts to cre-
g P supported by antitrust or other pro-market regulatory approaches.

ate competitive markets.
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Those who think health care is fundamentally different emphasize unique characteristics — well artic-
ulated in a seminal article by Kenneth Arrow!! more than 50 years ago — symmetry of information
between buyers and sellers, inherent uncertainty and variation in clinical decision-making, desirable
insurance protection that society wants but that makes patients relatively indifferent to costs at the
time of service, and the intermingling of patient care with other activities that benefit society as a

whole, including research, education, and care for the uninsured.

Those who think current market failures can be improved or even perfected tend naturally to support
public policies that would make markets function better. Those skeptical of market solutions for
health care tend to favor more overtly regulatory approaches. And some would see complementary
interaction between regulation and competition, for example, regulating prices as a way to promote
competition over quality and service use. Regardless of one’s viewpoint, current law assumes

competitive markets in health care.

The Shifting Balance of Power Between Health Plans and Providers

Over the last two decades, the balance of power between health plans and providers has shifted signif-
icantly, albeit to different degrees in different local health care markets. Following a serious recession
and the failure of government health care reform in the early 1990s, managed care emerged as the
market-based response to rapidly rising health care costs. Employers shifted large numbers of workers
to managed care products, such as health maintenance organizations (HMOs) and preferred provider
organizations (PPOs), which relied on restrictive provider networks and greater utilization

management.

Armed with a credible threat of excluding providers from their networks and the resulting loss of
patient volume, health plans gained negotiating leverage over hospitals and physicians and obtained
significant price discounts. About the same time, however, hospital consolidation picked up speed
through mergers and acquisitions as hospitals tried to reduce excess capacity, cut expenses, and

increase their clout with insurers.

By the late-1990s, a significant backlash against tightly managed care developed and, aided by the
booming economy and tight labor markets, negotiating leverage began to swing back to providers,
particularly dominant hospitals. Focused more on recruiting and retaining workers, employers aban-
doned cost controls in favor of broad provider networks, denying health plans an important bargain-
ing chip with providers — the credible threat of exclusion from plan networks if provider price

demands were too high.

A wave of health plan-provider showdowns occurred in the early 2000s, with providers threatening to
drop out of plan networks unless they received higher payment rates and other favorable contract
terms. About the same time, hospitals shifted competitive strategies from a nascent “wholesale
approach — vying for managed care contracts — to a retail approach — marketing directly to patients

and physicians on the basis of the latest technology and amenities.”12

Not surprisingly, spending growth for employer-sponsored insurance accelerated as insurers

abandoned narrow-provider networks and tight utilization management controls. Initially, increased
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volume of services played a larger role in spending growth, but higher prices ultimately became a
greater factor in spending growth. Lacking support from employers to hold the line against provider
demands, health plans in many cases effectively called a truce with providers, leading to the existing
“pass-through” environment where higher provider payment rates are passed on to employers
through higher premiums. In turn, employers have responded to higher premiums by steadily
increasing patient cost sharing at the point of service and, more recently, by asking workers to pay a

slightly larger share of premiums.13

Insurer Market Power

As the intermediary between health care providers and insurance purchasers,

insurers with market power can potentially leverage negotiations in both

As the intermediary directions. Insurer market power largely is derived from market share — the
between health care number of covered lives — in either the fully insured individual and group
providers and insurance markets or in the self-insured market where carriers provide only administra-

. . tive services to employers.14 Large insurers typically can obtain greater price
purchasers, insurers with pioy & typically g p

discounts from providers that agree to be in the insurer’s network because
market power can . . . .
of the promise of increased patient volume.!5 Insurers also can gain market
potentially leverage power by offering products with narrower provider networks.

negotiations in both

directions. Historically, the health insurance market has been relatively concentrated, in

large part, because of the legacy dominance in many areas of local Blue
Cross Blue Shield plans. And, health plan consolidation has increased in the last decade through
mergers and acquisitions and as regional and local non-Blue plans became less attractive to national
and multi-state employers.1¢ As a result, the health insurance market has become more concentrated
over time. In 2004, the largest insurers controlled more than half the market in 16 states and at least
one-third of the market in 38 states. Between 1998 and 2006, the fraction of health care markets that
were concentrated to levels high enough to raise antitrust concerns, according to the U.S. Depart-

ment of Justice’s Horizontal Merger Guidelines, increased from 68 percent to 99 percent.1”

Data on the impact of health plan concentration on prices is limited but developing.18

The outcome of price negotiations between dominant insurers and

. dominant providers — also known as a bilateral monopoly — is difficult to
The outcome of price

L predict. In theory, an increase in a health plan’s market power may strength-
negotiations between . . . . . .
en bargaining power with hospitals and other providers, which may in turn

dominant insurers and lead to reduced payment rates and reduced premiums. The dominant health
dominant providers — plan could more effectively threaten exclusion from the network to

also known as a bilateral | negotiate lower prices.1?

monopoly — is difficult

. But at the same time, increased concentration in the insurer market ma
to predict. ’ d Y

allow the merged entity to simply increase premiums to employers.20 There

is some evidence to support both arguments. One study found that hospital
prices in the most concentrated health plan markets are approximately 12 percent lower than in more

competitive markets.2! Another study shows that concentration in the insurance market produces a
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greater reduction in prices than concentration in hospital markets raises prices — although that result

may be skewed because of the particular geographic markets examined.22

There also is evidence that increased insurance market concentration leads to higher premiums, not
lower, even if only by a modest amount.23 Nonetheless, insurer concentration, while a factor, has not
been a driving force of rapid growth in private health insurance premiums.24 One study shows that
health plan concentration explained 12 percent of the premium increase among a large set of

employer-based health plans.

Provider Market Power

While concerns about insurer market power exist, most recent

attention has focused on the market power of health care providers

— primarily the ability of dominant hospitals and large physician Another study of eight
group practices to negotiate higher prices. different markets found

that payment rates for

The market power of providers varies across regional and metropol- . ) )
. . inpatient care in 2010
itan markets.2526 One study of 10 markets found hospital payment

rates ranged from 134 percent above Medicare to 193 percent of averaged 205 percent of
Medicare.2” Another study of eight different markets found that Medicare in Milwaukee
payment rates for inpatient care in 2010 averaged 205 percent of and 147 percent in
Medicare in Milwaukee and 147 percent in Miami.28 The differen- Miami. The differential
tial was even greater for outpatient rates, which ranged from was even greater for out-

234 percent of Medicare in Cleveland to 366 percent in San patient rates, which

F isco.29
rancisco ranged from 234 percent

Another study, based on claims data from current and retired of Medicare in Cleveland

autoworkers using 110 hospitals in 10 metropolitan markets, to 366 percent in
identified private plan prices that ranged from 34 percent above San Francisco.

Medicare to 93 percent above Medicare, including adjustments for
the facility’s case-mix, status as a teaching hospital, and local wages.30 In a few extreme cases, private
insurers paid hospitals five times what Medicare pays for inpatient services and seven times what

Medicare pays for outpatient care.31,32

In competitive markets, hospitals would not be able to sustain such high prices over time because
purchasers would shift to lower-price hospital competitors.33 Hospitals are unlikely to ever be pure
substitutes for one another; their location alone confers some market power based on convenience if
nothing else. But if competition in other markets is characterized by a drive to

innovate and improve processes to drive down costs and improve

quality, then health care is far different.34

Currently, wide price vari-

. . o ) o ) ations exist even within a
Currently, wide price variations exist even within a single geograph- o hi
. singie geograpnic area.
ic area. The landmark report by the Massachusetts Attorney Gener- sle geograp

al in 2010 documented the ability of some hospitals and physicians

to charge as much as 100 percent more for similar services. These prices did
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not correlate to quality of care, the acuity of the population served, the payer mix, or status as an aca-
demic teaching hospital or research facility.35 Instead, variation among private payment rates was ex-

plained by differences in negotiating leverage among regional hospitals and physician groups.

A study of hospitals serving autoworkers found little meaningful correlation between higher prices
and quality; higher-price hospitals did much better than lower-price hospitals on reputation-based

measures of quality but had a much more mixed record on outcome-based quality measures.30

For physicians, market power may depend heavily on the type of specialty, since prices for specialists
vary far more than for primary care. In part that may be due to the complexity of services provided by
specialists and surgeons. But it is more likely due to the greater market power of specialists—their
smaller numbers in any market and their tendency to form larger single-specialty practices allow them

to more easily walk away from negotiations with insurers and command higher prices.

Reasons for Provider Market Power

Market power and negotiating leverage are derived from a number of complex and mutually reinforc-
ing factors, including reputation, location, and unique service offerings. Some hospitals and physicians
can demand higher prices based on a reputation for quality, regardless of whether that reputation is
correlated with objective measures of higher quality. Others benefit from their prominence as a
well-known, research-oriented, academic health center. Insurers often believe that without these

so-called must-have providers their networks will not be attractive to employers and consumers.

Hospitals also can command must-have status through their dominance in a fairly isolated or sparsely
populated geographic area where access to a broad range of health care providers is limited.3”
Likewise, hospitals and physicians can gain market power and higher prices by virtue of offering
unique and highly specialized services, such as neonatal intensive care, organ transplants, or

specialized cancer care.38,39

The negotiating leverage of these large hospitals and physician practices is reinforced by the reluctance
of many employers to adopt benefit structures with limited-provider networks, which weakens insur-

ers’ negotiating power and undermines their ability to rebuff provider price demands.#0

Consolidated Provider Markets

Despite the complexity of factors contributing to provider market power, much of the policy discus-
sion about negotiating leverage has focused on the size of the provider. Mergers among hospitals to
create a single hospital system — horizontal integration — and /or integration of physician practices
and hospitals into larger health systems — vertical integration — have garnered much attention. Over
the last two decades, there has been a steep increase in hospital mergers and in market concentration,
as measured by the Herfindahl-Hirschman Index (HHI).
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What is the Herfindahl-Hirschman Index (HHI)?

The Herfindahl-Hirschman Index is a commonly accepted measure of market concentration used
by antitrust enforcement agencies and scholars in the field. The HHI is calculated by squaring the
market share of each firm competing in the market and then summing the resulting numbers. For
example, for a market consisting of four firms with shares of 30, 30, 20, and 20 percent, the HHI
is 2,600 (302 + 302 + 202 + 202 = 2,600). The HHI takes into account the relative size distribution
of the firms in a market. It approaches zero when a market is occupied by a large number of firms
of relatively equal size and reaches its maximum of 10,000 points when a market is controlled by
a single firm. The HHI increases both as the number of firms in the market decreases and as the
disparity in size among those firms increases. The agencies generally consider markets where the
HHI is between 1,500 and 2,500 points to be moderately concentrated and markets where the HHI
exceeds 2,500 points to be highly concentrated. Transactions that increase the HHI by more than
200 points in highly concentrated markets are presumed likely to enhance market power under
the Horizontal Merger Guidelines issued by the Department of Justice and the Federal Trade
Commission.

Excerpt from U.S. Department of Justice. Available at http://www.justice.gov/atr/public/guidelines/hhi.html.

Over the last two decades, there has been a 40 percent increase in

hospital market concentration. While much of the merger activity
slowed by the early 2000s, the HHI increased from a national aver-
age of 2,340 — the level just under where the Federal Trade
Commission (FT'C) and Department of Justice (DOJ) consider a
market highly concentrated — to 3,261 over this time.#! This is
equivalent to a market with five hospitals of equal size becoming a
market with three hospitals of equal size.#2 Moreover, using the
HHI as the yardstick, most of the metropolitan statistical areas in
the United States are now considered highly concentrated hospital

markets.43

Hospital consolidation appears to be accelerating. Between 2009
and 2012, there were 314 hospital mergers, with the number
increasing every year within that period (see Exhibit 2). The
true volume of consolidation is likely to be greater since this
description of transactions does not include affiliations and joint

ventures.44

Over the last two
decades, there has been a
40 percent increase in
hospital market

concentration.

This is equivalent to a
market with five hospitals
of equal size becoming a
market with three hospi-
tals of equal size....most
of the metropolitan statis-

tical areas in the United
States are now considered
highly concentrated

hospital markets.
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Exhibit 2: Hospital Mergers & Acquisition, 1998-2013
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Sources: American Hospital Association (2014) Trendwatch Chartbook, Organizational Trends, Chart 2.9. Available at
http://www.aha.org/research/reports/tw/chartbook/ch2.shtml. See also A Wave of Hospital Mergers (Business Day), New York
Times, August 12, 2013. Available at http://www.nytimes.com/interactive/2013/08/13/business/A-Wave-of-Hospital-
Mergers.html?_r=0.

Many of the most significant hospitals in major markets today are not free-standing facilities, but part
of Integrated Delivery Networks (IDNs) that also include physician groups, post-acute providers such
as home health agencies, and in some cases, health plans. The managements of the entities claim that
consolidation is not a strategic market move but rather to further the goal of improving population
health. Others note that consolidation may allow smaller hospitals better access to capital and the
ability to bargain for higher payment rates by merging with a larger hospital; larger hospitals may be
able to invest in new technologies and spread fixed costs over a larger base. 45> Some providers may
consolidate out of fear — of being the last independent provider standing, of needing to adapt in an
increasingly coordinated and integrated health care system, or of stagnating margins from Medicare
and Medicaid patients.#6

Consolidation among hospitals may also provide the new entity with bargaining leverage with health
plans that might otherwise play hospitals against each other.#” Moreover, large health systems may be
able to increase the quality of care because there is a clear positive relationship between higher volume
and outcomes for many procedures. Thus, consolidation may allow the new entity to increase the vol-
ume of specialized services and improve quality. Ultimately, larger health systems potentially could be

beneficial, by improving health care quality and reducing costs through improved clinical integration.
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However, relatively little is known about the economics of these complex IDNs. To this end, the

Academy commissioned a team of researchers led by Jeff Goldsmith and Lawton R. Burns to see what

could be learned about IDNs from their publicly disclosed financial and quality information; the

researchers focused particularly on the financial role of the IDNs’ hospital assets and how their

hospital holdings affect their overall performance.48 Although publicly available data are scarce and

two to three years old, the study found little evidence in the literature of any comparative advantage

accruing to providers from forming IDNs. Nor does there appear to be a relationship between

hospital market concentration and IDN operating profit. Looking at the performance of the flagship

hospital in the IDN’s portfolio—either the original hospital that created the system or one that is

located in its principal metropolitan or regional market—the study found that they appear to be more

expensive, both on a cost-per-case and on a total cost-of-care-basis, than the services of their most

significant in-market competitor. Further, the flagship facilities of IDNs operating health plans or

having significant capitated revenues are more expensive per case (Medicare

case-mix adjusted) than their in-market competitors.4?

And there is little evidence that integrating hospital and physician
care promotes quality or reduces cost. Indeed, there is growing evi-
dence that hospital-physician integration has raised physician costs
and the total cost of care. The evidence further suggests that the
more providers invest in IDN development, the lower their operat-
ing margins and return on capital. Thus there appear to be no
cconomies of scale (savings from being a larger entity overall) and
no economies of scope (savings from having different services —

health plan, hospital, and physician—delivered by a single IDN).50

Most studies find that hospital consolidation is associated with price
increases. Evidence also shows that there is strength in numbers:
just being part of a system, regardless of whether it is small or large,
can help secure higher prices. Hospitals in both small systems and
large systems were able to obtain much higher prices than hospitals
that were not part of a system (17 percent and 34 percent more,
respectively).5! According to a comprehensive review, consolida-
tion in the 1990s among hospitals in proximity to each other
consistently led to price increases that range between 4 percent

and 53 percent.52 While factors that contribute to increased
negotiating leverage in health care markets are complex, the result
appears clear: higher prices that bear little relation to the cost of

production.

However, others caution that several hospital competition and
merger studies are from the 1990s or early 2000s and may not
reflect current market realities.>3 While the studies may be dated,
an important market dynamic remains: insurers still rely on

network structures to pit hospitals against one another in price

...there is little evidence
that integrating hospital
and physician care
promotes quality or
reduces cost. Indeed,
there is growing evidence
that hospital-physician
integration has raised
physician costs and the

total cost of care.

Evidence also shows that
there is strength in num-
bers: just being part of a
system, regardless of
whether it is small or
large, can help secure
higher prices. Hospitals in
both small systems and
large systems were able to
obtain much higher prices
than hospitals that were
not part of a system (17
percent and 34 percent

more, respectively).
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negotiations, a strategy that can only work when competition is robust. Another important takeaway
from prior studies is that health care markets are local, and that judgments about market power
should be made at the local level.

Other Aspects of Provider Consolidation

The trend toward consolidation in health care markets continues to accelerate and now includes the
absorption of physician practices into hospital systems.54 Physicians who sell their practices to
hospitals typically become hospital employees. While most physicians remain either self-employed or
work in independent, physician-owned practices, the share of physicians employed by hospitals is

substantial and growing rapidly.

Many factors make such acquisitions attractive to hospitals and physicians. Employment of primary
care and specialty physicians can help hospitals expand their referral base.55 For physicians, hospital
employment or affiliation allows them to share the complexity and cost of running a practice —
especially the cost of new information technology — and reduces the financial pressure of stagnant
payment rates.5¢ Hospital employment also provides a stable salary and a better work-life balance,

which is increasingly attractive to younger physicians.5”

For some physicians, another benefit is higher compensation.58 Hospitals often negotiate with
insurers on behalf of employed physicians, gaining substantially higher rates than small practices are
able to garner. Likewise, larger physician groups may be able to command higher payments from

private insurers, while solo or small practices often are price takers.

Generally, most health care competition occurs in local markets. However, large multi-hospital
systems operating in different geographic markets also can use size to their advantage. They may seek
to negotiate on behalf of the entire health system 59 pursuing an “all-or-none” strategy that ensures

that all facilities in the system receive higher payment rates.

Though studies have not yet borne this out, the idea is that even system hospitals with relatively small
market shares can obtain higher prices because of the cumulative influence of a large system on the
network of a particular plan. Thus, these multi-facility hospital systems can use their dominance in a
major geographic market (such as the San Francisco Bay Area) as leverage in more competitive
geographic markets (such as the less populous Central Valley). Through geographically dispersed
mergers, such systems may be able to extend their bargaining leverage even in markets where they do
not have significant market share and, therefore, without raising concerns under existing antitrust

guidelines.0

Market Power and Antitrust Enforcement

Antitrust laws are intended to foster competition, discourage anticompetitive monopolistic practices,
and prevent inefficient consolidation. The major pieces of federal law that frame antitrust policy are
the Sherman Act, the Clayton Act, and the Federal Trade Commission Act. Briefly, section 1 of the

Sherman Act bars cartel behavior, such as price fixing, group boycotts, market division, and similar
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collusive agreements; section 2 of the Sherman Act prohibits firms from exploiting monopoly power
to stifle market entry or inhibit competition. The Clayton Act prohibits mergers, tying, and exclusive
dealing arrangements that lessen competition or lead to a monopoly. Finally, the FTC Act created an

independent agency to work with DOJ to enforce federal antitrust laws.

Federal regulators, state attorneys general, and private plaintiffs, including consumers, all contribute
to antitrust enforcement. Most actions under federal antitrust law are brought by private parties.
While both federal agencies and private parties can bring suit to enforce civil penalties, only federal

agencies can enforce criminal provisions.

Because the two federal enforcement agencies are relatively small and litigating cases can be expensive
and protracted, considerable emphasis has been placed on preliminary reviews of announced mergers.
Pre-merger review under the Hart-Scott-Rodino Act allows the agencies to assess any anticompetitive

consequences of a merger before it is consummated.

To specify and clarify when agencies are likely to challenge proposed mergers, both the FT'C and the
DOJ Antitrust Division have disseminated a variety of materials that offer some enforcement pre-
dictability to would-be merging parties: merger guidelines, public statements upon closing investiga-
tions where there is no enforcement, advisory opinions, amicus briefs in court cases, and, in the case
of health care, a set of Statements on Antitrust Enforcement Policy in Health Care. The Statements
outline the types of hospital mergers, joint ventures, multi-provider networks, and information-shar-

ing agreements between physicians and purchasers that are likely to trigger further antitrust scrutiny.

The basics of antitrust doctrine are no different when applied to health care than to other industries,
yet certain circumstances of health care — widespread third-party payment that creates so-called
moral hazard, or how behavior changes when people are insured against losses; extensive regulation;
the large role of government purchasers; and a rapid pace of technological change — make the analy-

sis of competition and monopoly power unique.

Currently, federal agencies operate under the assumption that consolidation among providers is not
justified simply to exercise countervailing power in geographic areas where health plans also are con-
solidated. The agencies have explicitly stated that enforcement against unlawful consolidation of
health plans is preferable to permitting providers to accrue market power simply to counter health

plans’ negotiating power.

Horizontal review includes not only mergers but also such transactions as physician network joint
ventures in which competitors collaborate. The inquiry in each of these transactions compares the
losses in competition against the purported gains in efficiencies, including clinical efficiencies. Under
current guidelines, transactions that involve significant financial risk for patient care, such as global
fees, are more likely than other financial arrangements to avoid enforcement. Finally, the agencies pay
particular attention to whether transactions lead to joint pricing, which preempts price competition,

and whether collaborative pricing is necessary to achieve the proposed efficiencies.
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In recent years, the FTC has aggressively challenged a number of

horizontal mergers by hospitals and health systems that substantial-
The FTC successfully

argued that courts should

ly reduce competition. Perhaps the pivotal case was FIC ».

Evanston, in which the FTC not only ended a seven-case losing

look at how the merger streak but laid out a blueprint for successtul litigation going
affects bargaining over forward. The FTC successfully argued that courts should look at
networks with health how the merger affects bargaining over networks with health plans

plans, in addition to in addition to changes in patient flows.01,62 In the last year, the
4

agency successfully blocked mergers in Pro-Medica Health v. FIC

changes in patient flows. ) i
and FTC ». 8t. Luke’s and undid a merger in FI'C v. Phoebe Putney.

Many local geographic markets are already highly concentrated, with either a domi-
nant hospital system or a small number of competitors that each has pricing power. Even with the
courts taking a different view of horizontal mergers, cases are time and resource intensive, and the
government is able to challenge few mergers. Consequently, antitrust policy also should consider

actions to constrain the exercise of pricing power where providers have achieved monopoly power.

High Prices and Cost Shifting?

One argument for why prices have been rising is that hospitals are simply cost shifting by demanding
higher private payment rates to make up for lower payment rates from Medicare and Medicaid. Price
differences alone are not evidence of cost shifting because different payers may have a different will-
ingness to pay for services. At issue is whether one set of payers (usually private insurers) is paying

more because someone else (usually public payers) is paying less.63

Historically, the evidence of whether and to what extent cost shifting actually occurs in hospitals has
been quite mixed.%* A review of the early literature by the Congressional Budget Office in 2008
found evidence on cost shifting varies over time, depending on the payment system and competitive-
ness of the market.65 In the early 1980s, there was evidence of cost shifting as hospitals were paid
based on their charges, price negotiations with plans were less intense, and there was little selective
contracting. But evidence of cost shifting seemed quite weak after that when health plans aggressively

negotiated payments and established provider networks.66

The notion that high private payment rates are efforts to cost shift assumes that hospitals operate
under a structure so that any reduction in payment rates from public programs like Medicare must be
made up by increases in private payment rates. There is an alternative theory, advanced by staft at the
Medicare Payment Advisory Committee (MedPAC), that hospitals in concentrated markets with high
private payment rates have negative Medicare margins as a result of higher costs. Weak cost controls
could be caused by the lack of competition in these markets.6” In this scenario, higher payments from
private payers compensate for higher costs rather than for lower payments from public programs. This
MedPAC theory is consistent with findings from the Massachusetts’ Attorney General that higher
prices for health care in the state reflected the hospitals” higher cost structures but were not necessari-

ly caused by them.
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This alternative theory advanced by MedPAC is consistent with re-
cent studies demonstrating that private payment rates and market
conditions are related to hospital cost structure. Hospitals in mar-
kets with less competition appear to be less efficient and thus have
higher cost structures; this reduces their overall margins and neces-
sitates higher commercial rates. A study of 61 hospitals participat-
ing in the value-based purchasing initiative of the Integrated
Healthcare Association demonstrated that hospitals in concentrated
markets are more likely to focus on revenue enhancement from pri-
vate payers — cost shifting — while hospitals in competitive mar-

kets are more likely to focus on cost moderation.®8 A review of in-

Hospitals in markets with
less competition appear
to be less efficient and
thus have higher cost
structures; this reduces
their overall margins and
necessitates higher

commercial rates.

patient payment rates across hospital markets between 1995 and 2009 found that the hospitals most

adversely impacted by Medicare cuts — that presumably had the highest Medicare volumes — did

not make up the shortfall with increased prices from other payers, while those affected the least

actually increased revenues.® These studies find that what looks like cost shifting may be inefficient

behavior related to markets lacking competition.

Key Emerging Trends and Market Power

Increased scrutiny of high and widely varying prices for health care
services, especially hospital care, has helped raise public awareness
of the lack of price competition and focus policy attention on the
role of provider market power in negotiating prices with insurers.
Although public policy is only now coming to grips with the
importance of high prices as a major driver of U.S. health care
spending growth, payers and purchasers have been adopting strate-
gies permitted under current market and regulatory conditions to
try to restrain health care cost growth in general and high provider

prices in particular.

Understanding emerging trends in health care financing and deliv-
ery can help policymakers identify how best to counteract market
power and foster price competition in health care markets. The

array of emerging trends related to market power includes:

B Fostering consumer price-sensitivity through greater cost

Although public policy is
only now coming to grips
with the importance of
high prices as a major dri-
ver of U.S. health care
spending growth, payers
and purchasers have been
adopting strategies per-
mitted under current mar-
ket and regulatory condi-
tions to try to restrain
health care cost growth in
general and high provider

prices in particular.

sharing and health plan benefit structures that guide patients to more efficient providers;

B Launching payment reforms that move from piecemeal fee-for-service methods that reward

volume regardless of quality to methods placing more risk on providers for the cost and

quality of care;

B Shifting care from inpatient hospital settings to outpatient care;

Encouraging health plan competition in the individual and small-group markets through

state health insurance exchanges; and

B Intervening in markets through state and federal regulatory and antitrust enforcement

actions.
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Fostering Consumer Price-Sensitivity

For more than a decade, consumer out-of-pocket costs for health care have increased steadily as pur-
chasers and payers resorted to higher deductibles, coinsurance, and copayments to buy down premi-
um increases. A secondary goal has been to encourage consumers to actively shop among alternative

providers based on price considerations and, in some cases, forgo care they don’t really need.

Since many insured consumers are insulated to a large degree from high and rising health care prices,
they have little reason to care about health care prices if they are able to fulfill their cost-sharing
obligations. Increasingly, however, purchasers and payers are trying to raise consumer awareness and

knowledge of the prices they pay for their care.

Providing transparent and useful information about provider prices remains a challenge, but recently
purchasers and payers have invested in price-transparency tools to raise consumer awareness of wide
price variations among providers for the same or similar services and to help them find lower-price
providers. And, some purchasers and payers have tentatively turned to benefit structures, including
tiered-provider networks, designed to raise consumer awareness of differential prices at the point of

service.

Consumer Out-of-Pocket Costs.

Insured consumers face two types of out-of-pocket costs for medical care: contributions toward health
insurance premiums and patient cost sharing at the point of service in the form of deductibles, coin-
surance, and copayments. Over time, while the average share of premium contributions for people
with employer coverage has increased slightly, for the most part, worker contributions have remained

relatively stable at about 28 percent for family coverage and 18 percent for single coverage.”0

In contrast, patient cost sharing at the point of services has in-

atient cost sharing at creased steadily over the last decade or longer. For example, the av-
P & erage general deductible for single employer-sponsored coverage
was $1,217 in 2014 compared to $836 in 2009. The proportion of

workers covered by high-deductible health plans has increased

the point of services has

increased steadily over

the last decade or longer.
For example, the average
general deductible for sin-
gle employer-sponsored
coverage was $1,217 in
2014 compared to $836
in 2009. The proportion
of workers covered by
high-deductible health
plans has increased from
4 percent in 2006 to 20
percent in 2014.
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from 4 percent in 2006 to 20 percent in 2014. In an era of stag-
nant wage growth for large parts of the workforce, these increases
in cost sharing have the potential to significantly reduce access to
care. At a time of growing disparity in wealth, these averages may
mask even larger increases for workers who have less bargaining

power or in sectors where there is greater slack in the labor market.

Limited-Provider Networks.

Emerging payer strategies to counter provider pricing power in-
clude developing limited-provider networks that either exclude
high-price providers or require greater patient cost sharing to use
non-preferred, in-network providers. Narrow-network plans

exclude certain providers entirely, while tiered-provider networks




use quality /efficiency metrics to assign providers to cost-sharing tiers, with the goal of directing
patients toward more cost-effective providers through financial incentives. A primary goal of limited-
provider networks is to motivate providers in non-preferred tiers to reduce prices or improve quality

in exchange for preferred status.

By limiting network providers, health plans can bargain with providers for lower prices in exchange
for greater patient volume. They potentially can exclude high-price providers entirely. While employ-
ers have moved tentatively to offer narrow-network plans, the ACA exchanges have turned out to be
the epicenter of this trend, with about half of the plans offered having narrow networks.”! Ultimately,
insurers and employers contend that health plans must have the flexibility to form restrictive networks

to balance negotiating leverage with providers and encourage competition on price and quality.

Payment Reform

Experimentation with and adoption of alternative public and private payment methods increasingly is
impacting health care prices. This trend reflects the wide recognition that under the existing fee-for-
service payment system, providers are rewarded primarily for the volume of care delivered with little
regard for quality or efficiency. Many believe this piecemeal payment approach contributes to frag-
mented care delivery and an emphasis on acute, episodic care rather than care coordination for people
with chronic conditions, such as diabetes and high-blood pressure, which if treated improperly
contribute to poor quality and high costs.

Many private payers and purchasers, even before enactment of the ACA, were experimenting with and
implementing new payment and delivery models, including private versions of accountable care orga-
nizations (ACOs), where a group of providers is rewarded for successfully taking greater responsibility
for the cost and quality of care of a defined group of patients. The precise payment method adopted
affects whether providers have a direct incentive to restrain their prices or not. For example, the most
widely adopted approach — shared savings — typically sets targets for an ACO based on the organi-
zation’s historic spending for patients attributed to the ACO to determine whether the ACO has met
quality and spending targets. In short, this approach accepts the baseline per capita spending of the
ACO but discourages further price increases. Physician-based ACOs have incentives to create referral

arrangements with hospitals and other providers with lower prices to help meet spending targets.

The ACA has also led to a series of initiatives and demonstrations of new payment and delivery mod-
cls in Medicare, including shared-savings ACOs, bundled payments for particular procedures involv-

ing hospitalization, and patient-centered medical homes.

The major provision that potentially affects provider pricing power is encouraging providers to form
ACO:s. At its most basic level, the ACO program encourages providers to integrate care delivery, and
if they are successful in meeting certain cost and quality goals, share a percentage of the savings with
the government. ACOs are seen as a positive step toward preparing providers to assume financial risk
for the cost of care because they move payment incentives away from fee-for-service methods that re-
ward high volume toward payments based on quality and efficiency. A potential downside of promot-
ing Medicare ACOs is that these bigger, more integrated provider organizations may also command

increased bargaining clout that will spill over into negotiations with private health plans.”2
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Hospital Inpatient Care

The use of hospital inpatient care continues to decline across multiple payers. Between 2006 and
2012, Medicare experienced 12 percent fewer hospitalizations per beneficiary,”3 and privately insured
individuals experienced similar reductions in inpatient care. While inpatient care has declined,
outpatient care has expanded. Medicare visits per beneficiary increased 28 percent from 2006 to
2012. Moreover, from 2010 to 2011 Medicare prices grew modestly, but they grew more for
outpatient care than for inpatient care.”4

Despite the fact that outpatient care has partially offset the decline in inpatient care, Medicare has not
been a lucrative payer for most hospitals. Medicare payments are lower than estimated hospital costs,
resulting in negative overall hospital margins hovering around -5 to -7 percent since 2007.75 More
efficient hospitals have performed better and have positive, but small, Medicare margins. In general
hospitals rely on commercial payers to sustain their margins and can face significant financial difficul-
ties when they have few commercial patients. Across all public and private payers, hospital profitability

has increased because commercial price increases have outpaced those of Medicare and Medicaid.”¢

Hospitals also are affected by the broader shift in health care spending from private payers to public
payers. As more baby boomers age into Medicare and as states expand their Medicaid programs,
public spending is playing a larger and growing role in financing health care. Consequently, the
pressure on hospitals is clear — find and follow strategies to counter loss of service volume and low

public-payer margins.

Health Plan Competition

The longstanding lack of health plan competition in the non-group insurance market — the only
place a significant minority of Americans can buy health coverage — has been the focus of intense

policy intervention to make the market more transparent, functional, and competitive.

By prohibiting medical underwriting — or basing premiums on people’s health status — standardiz-
ing health plan offerings to some degree, and providing subsidies to make coverage more affordable,
the state and federal health insurance marketplaces created under the ACA are designed to stimulate

health plan competition to gain the business of millions of uninsured Americans.

More than half of the 17 states and the District of Columbia that chose to establish a state-based
exchange for 2014 embraced some form of active purchasing to increase the competitiveness of the
local insurance market, including limiting the number of plans an insurer may offer or requiring par-
ticipating insurers to offer standardized plans through the exchange, including a plan with a limited-
provider network. Since the exchanges in particular and the nongroup market more generally account
for a relatively small share of American’s health coverage, adoption of these strategies to encourage
health plan competition would need to be adopted more broadly in employer-sponsored health plans.

Regulatory and Antitrust Interventions

As market forces fail to promote price competition in health care markets, regulators are beginning to
intervene, for the most part, in limited ways. Continued merger and acquisition activity, along with

other potentially anticompetitive practices, may prompt increased antitrust scrutiny.
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State and Federal Regulatory Efforts.

Massachusetts, for

A few states have responded to current market conditions with ex- example, enacted a law

tensive regulation. Massachusetts, for example, enacted a law peg- , ,

_ . . _ pegging statewide health
ging statewide health care expenditures to growth in the state’s dit g
care expenditures to
overall economy. The state also created an independent Health Pol- P

M /,
icy Commiission to set the health care cost growth benchmark and growth in the state’s

certify new payment methods and care delivery models. The com- overall economy. The
mission will track and publicly report on provider and health plan state also created an
performance in meeting savings targets. independent Health

Policy Commission to set

On the federal regulatory front, the ACA requires all health plans
the health care cost
— not just exchange plans — to report their medical loss ratios, or
, ) . , growth benchmark and

the proportion of premium dollars spent on clinical services and

quality improvement. Additionally, states are required to review certify new payment

premium increases for plans offered in the exchanges, and plans methods and care

must justify increases greater than 10 percent. delivery models.

Antitrust Enforcement.

In recent years, federal antitrust scrutiny of horizontal mergers has increased and is likely to continue.
However, there are potentially other areas of antitrust enforcement that could be pursued by federal
and state authorities, including prohibitions on anticompetitive contracting terms between health

plans and providers.

Generally, these contracting provisions are aimed at thwarting insurer efforts to adopt narrow- or
tiered-provider networks or new payment incentives that would encourage lower prices or increased
efficiency. Other potentially anticompetitive contract provisions — such as most-favored-nation
clauses that require providers to give a plan their best price — can create barriers to market entry by

competing health plans.

Overview of Policy Options

In 2013, the Academy convened a diverse study panel of economists, antitrust experts, rescarchers,
and hospital and insurance executives to think systematically about the shift in negotiating power
from purchasers to health care providers, particularly dominant hospital systems. Recognizing that no
single policy option would be applicable to all local markets — that there is no “silver bullet” to ad-
dress the lack of price competition — the study panel produced a range of policy options. As a result,
the study panel offers these options as a starting point for federal and particularly state policymakers

interested in responding to the issue of competition in local health care markets.

Some of the policy options are intended to foster or preserve market conditions that support price
competition. These options assume that laws and regulations can help foster competition by imposing
rules of conduct and by addressing barriers to competition. Markets need government to set minimal

regulations — “rules of the game” — to enforce contracts among parties and to create competition-
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The Academy’s panel
generally favors policy
options that support
competitive market
mechanisms. But when
markets fail, the study
panel recognizes that
other types of policy
interventions may be

appropriate.

Labels mean different
things to different people
and there is no broad
consensus on how to
characterize many policy

options.

enhancing institutions. The Academy’s panel generally favors policy options
that support competitive market mechanisms. But when markets fail, the
study panel recognizes that other types of policy interventions may be

appropriate.

This report reflects how the panel grappled with a number of analytical
challenges, primarily the typology to use for describing the policy options.
Labels mean different things to different people and there is no broad
consensus on how to characterize many policy options. More aggressive
enforcement of antitrust policy, for example, could be seen as preserving
market competition or government intervention in the market. For many
policymakers, it is difficult to draw bright-line distinctions between these
two policy categories; it is easier, and perhaps more useful, to consider a
broad continuum of policy options, ranging from policies to foster a more
competitive market to those that rely more heavily on direct regulatory

intervention that limit market outcomes.

These policy options should not be seen as either a packaged set or as
competing alternatives. Panel members believed it was important to offer
individual options, knowing that some may work better in combination
than individually. They also may interact in ways that increase the effective-
ness of each, depending on local market characteristics and the political and

regulatory environment. Where feasible, policy solutions should be crafted

to reflect local health care market conditions. No one policy is likely to be optimal in all

markets.

The result of this work is a set of policy options that follow a continuum based on how vigorously

they intervene in the market from least to most (see box on p.26):
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Policy Options

®m Policy Option A:

m Policy Option B:

®m Policy Option C:

B Policy Option D:

®m Policy Option E:

®m Policy Option F:

B Policy Option G:

B Policy Option H:

m Policy Option I:

m Policy Option J:

B Policy Option K:

Encouraging Market Entry of Competitors

Greater Price Transparency

1. Collecting and Reporting All-Payer Claims Data
2. Supporting Price-Conscious Consumers

Limiting Anticompetitive Health Plan-Provider
Contracting Provisions

Harmonizing Network-Adequacy Requirements with
the Development of Limited-Provider Networks

Active Purchasing by Public Payers
Improved Antitrust Enforcement

1. Scrutiny of Hospitals and Insurers with Market Power
and the Foreclosure of Markets to New Entrants

2. Active Review of Vertical Mergers
3. Conduct Remedies and Post-Merger Monitoring
Additional Public Oversight and Review

Regulating Premium Increases through Strengthened
Rate Review

Limiting Out-of-Network Provider Charges

Setting Upper Limits on Permissible, Negotiated Provider
Payment Rates

Expanding the Use of All-Payer and Private-Payer
Rate Setting

In addition to the policy options, the study panel also developed a set of principles that identify core

policy values to serve as the foundation for policy development. The principles highlight the impor-

tant role of competition in lowering prices, fostering innovation, allocating resources — and even

forcing poor performing providers to exit the market. The principles also recognize that where market

competition falters or fails, policymakers must intervene in markets to foster competition and, in some

cases, limit or set prices. As with the policy options, the principles are oftered as a starting point for

the creation of policies for particular market conditions.
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CHAPTER TWO
Policy Principles

Crafted by a diverse group of national experts, these principles provide a starting point for a public
discussion about addressing market power in health care markets. There is broad agreement among
the study panel members that these principles also offer a useful framework for crafting policy.
Substantively, these principles reflect a preference for market solutions and for targeted regulation in
markets that lack competition — in some cases because of provider consolidation — or where new
competitors are unlikely to enter the market. These principles recognize the need for policy to address
broader societal goals — for example, around issues of access and quality — but the panel believes
that meeting these societal goals should explicitly recognize the potential impact on prices and
competition. Finally, these principles reflect the important role of competition in generating new ideas
about institutions and mechanisms for innovative ways to deliver care that can increase both quality

and efficiency.

B Market competition is often the best way to motivate providers to increase efficiency, improve
quality, and ensure that health care prices reflect the value of services provided to consumers.
Where unfettered market competition is ineftective, public policy can enhance market compe-
tition or, if that is not likely to be successful, regulate prices directly.

e When they work well, competitive markets weed out providers that fail to efficiently
deliver services that are valued by consumers. While some inefficient providers may lose
business or even exit the market, consumers benefit from the overall improvements in

efficiency and quality that emerge from competition.

e Competitive markets generate prices that reflect the cost and value of services and pro-
mote innovations in health care delivery, including the development of new institutional
mechanisms for the delivery and organization of care. In the long run, these innovations
may provide substantial benefits to patients.

e Health care markets are local, and policy interventions that address market failures should
be tailored to local markets. In many markets, there has been significant hospital consoli-
dation to the degree that unregulated markets are unlikely to generate competition that
will lead to efficient prices or innovation.

e There is a broad scope of regulatory interventions to foster competition, including
targeting more aggressive antitrust enforcement, prohibiting providers from demanding
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favorable treatment as a condition of contracting, and directly limiting prices through

administrative means.

e However, all regulation risks so-called capture — or undue influence — by regulated
entities. Just as markets may not work in every situation, regulation has costs and benefits
that vary by context. Regulatory capture has in some situations led price regulation to be
only marginally effective, if at all.

e Along with care for patients, hospitals and physicians often provide additional services
with significant social value, including research, medical training, and uncompensated
care. In a competitive market, prices are unlikely to support these public goods. Increased
competition leads to the additional need for specific policies to support such activities.

Greater transparency that provides consumers with accurate and timely information about
price, quality, costs, and provider networks likely can help them make better choices and, in
some cases, make markets more competitive. Greater transparency also may improve the func-
tioning of markets by exposing market conditions and market behavior to public scrutiny. At
the same time, policymakers must guard against providers or plans using price information for

collusive purposes.

The benefits of emerging payment reforms and delivery systems, such as ACOs and other
provider configurations, may improve quality but also can contribute to excessive market
consolidation. Policymakers should carefully evaluate known costs and benefits before making
exceptions to competition laws to encourage new but unproved payment and delivery
systems. Forcing highly integrated systems to divest if they do not deliver value is a formidable
challenge.

Significant variations in provider prices should reflect real differences in costs related to their
missions or to consumer preferences in well-functioning markets, not vagaries of negotiating
leverage that might produce inequitable prices of services, placing providers in very different
financial circumstances unrelated to their own performance.
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CHAPTER THREE
Policy Discussion

Policy Option A: Encouraging Market Entry of Competitors

The market entry of new health providers and insurers can potentially spur innovation in care delivery
and price competition. Encouraging new ways of care delivery that challenge the traditional role of
existing providers may benefit consumers. Barriers to provider market entry include licensure and
scope-of-practice requirements, certificate-of-need requirements, and facility licensure requirements.
Conversely, states may be able to structure health insurance exchanges to promote new entry by

insurers.

Licensure and Scope-of-Practice Requirements.

Most states regulate clinicians, including physicians, nurse practitioners, and physician assistants,
through professional licensure. These standards are typically set and enforced through autonomous
professional boards made up of industry participants — often physicians — with an economic interest
at stake.

Many have suggested broadening membership of such boards to include others with a range of social
science and health services expertise to reduce the likelihood that the licensure process impedes
competition. Research studies have found that tougher licensure leads to higher prices and reduced

consumer choice.

Likewise, state scope-of-practice (SOP) laws and regulations dictate the clinical role of nurse practi-
tioners (NPs) and physician assistants (PAs). Motivated primarily by concerns about competency,
quality, and patient safety, scope-of-practice restrictions also reduce the supply of health professionals.
State SOP requirements vary widely, undermining the argument that restrictive scope-of-practice
requirements protect patients. For example, some states allow NPs to practice independently, while
others limit their authority to diagnose, treat, and prescribe medications to patients without physician
supervision. Removing barriers for nurse practitioners and physician assistants to practice more

autonomously would increase the supply of primary care clinicians.

Facility and Other Licensure Requirements.

Over the last decade, both retail clinics and urgent care centers have grown rapidly and appear to offer
lower-cost alternatives to physician offices and emergency departments with comparable quality for

preventive care and simple acute-care needs.
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State licensure requirements can influence the market entry of retail clinics and urgent care centers.
For example, most states exempt retail clinics from facility licensure, relieving them of size and other
requirements that would raise their costs. Instead, states often rely instead on practitioner licensure by
the applicable state board for oversight. The more physician supervision required by the state, which
varies by frequency, proximity, and the need for medical chart reviews, the more costly the retail clinic

model becomes.

Many states also use licensure requirements to restrict use of emerging technologies like telemedicine.
For example, some states bar the use of telemedicine by out-of-state providers or require separate
licensing for remote providers, even for peer-to-peer professional consultation. Such a regulatory
regime reduces patient access and may add to the cost of care. Advocates have suggested uniform

licensing laws and state compacts that provide reciprocal access.

Certificate-of-Need Requirements.

Intended to ensure access, maintain quality, and control capital spending on health care facilities and
services, state certificate-of-need (CON) requirements explicitly restrict market entry. Although no
longer required by federal law, CON requirements remain on the books in more than 30 states,
despite mixed findings about the effectiveness of CONSs in controlling the growth of health expendi-
tures. Some research indicates that the CON process is often used by existing providers to protect

market share and diminish competition.

State Insurance Exchanges and Policies to Encourage Insurer Market Entry.

States may be able to promote competition and new entry by health insurers in the nongroup and
small-group markets depending on how they structure their health insurance exchanges. States can
determine how many plans will be offered, whether they must oftfer standardized plans, and any
network restrictions. Early data from a handful of states have found evidence of new entry and greater
competition in some states and fewer health insurance competitors in others as a result of how insur-
ance exchanges are structured. Another early study has found that greater competition on the health

exchanges leads to lower premiums.

Additionally, states can encourage entry of health plans by reviewing licensure and capital
requirements for health plans and discouraging or prohibiting certain contracting provisions, such

as most-favored-nation pricing clauses, that discourage entry by new insurers.

Advantages

Eliminating barriers to new entry of competitors is a core tenet of free markets. Existing firms can be
disciplined in their pricing behavior by the threat that new competitors will enter when prices are
high. While encouraging market entry is a long-term strategy to support competition, it is essential to
overcoming the existing market domination by some insurers and provider systems. Licensure, facility,
and exchange regulations can be revisited with a keener eye toward their implications for competition
and permitting entry. Increasing health care competition based on price and quality can foster innova-

tion and more efficient care delivery.
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Disadvantages

Licensure standards are intended to promote quality and patient safety, which could decline if
standards are eased. Other ways to assure quality and patient safety potentially might be more or less
effective and costly. The cost of monitoring quality and safety must be weighed against the cost asso-
ciated with otherwise lost competition. In the past, many in health care have pointed out that without
price-sensitive buyers, greater competition and new entry by high-tech facilities could lead to a

medical arms race and higher prices.

(Sources for this policy option are located on page 49)

Policy Option B: Greater Price Transparency

1. Collecting and Reporting All-Payer Claims Data

A fundamental problem in the U.S. health care system is that pricing for services is both technically
complex and seldom disclosed. For example, there are thousands of different codes to describe health
conditions and individual medical services and procedures. And, any two payers or providers may have
very different prices for the same service. This is in contrast to more transparent goods, such as gro-

ceries or gasoline at the pump.

Establishing state-based all-payer claims databases (APCDs) could provide purchasers, payers, policy-
makers, and consumers with more transparent, consistent, and standardized price information for
services delivered by hospitals, physicians, and other providers. Typically, APCDs include information
from medical, pharmacy, and dental claims, which are combined with eligibility and provider files
from all public and private payers. Rather than provider charges, APCDs include the actual prices
private health plans have negotiated with providers, along with information about

Medicare and Medicaid payment rates.

...the primary audiences
for APCDs are

purchasers, payers, and

More than a dozen states have APCDs, and many more are exploring the
idea. Most states have initially focused on hospital prices, but APCDs also
can be used to identify prices and practice patterns for other providers, in-
policymakers that can use | cluding physicians. While some consumers might consult an APCD, the pri-
price and practice-pattern | mary audiences for APCDs are purchasers, payers, and policymakers that can
information to identify use price and practice-pattern information to identify lower-price, higher-
lower-price, higher-quality quality providers. Large payers operating in a state may already have suffi-

, cient information on prices and quality of providers for most services, but
providers. Large payers

L. APCDs can benefit potential new entrants.
operating In a state may

already have sufficient For example, Minnesota has used its all-payer claims data to create a

information on prices and | “Provider Peer Groupings” system that compares physician clinics and hos-
quality of providers for pitals on both risk-adjusted price and quality metrics. These publicly report-

most services, but APCDs ed data can be used by plans and employers to develop provider networks

and benefit structures that reward patients — for example, through lower

can benefit potential

cost sharing — for choosing more efficient providers.
new entrants.
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APCDs also can provide useful information about actual prices and assist policymakers in assessing the
level of price competition in health care markets and what interventions might encourage competi-
tion. Consistent, accurate data about health care prices also can inform policy discussions about large
variations in health care prices and spending. However, policymakers also must consider safeguards to
prevent APCD data from being used for price collusion among competing providers. For example,
access to the information might be limited to specific entities (e.g., purchasers only) or for specific

purposes (e.g., to define episodes of care).

APCDs are typically funded through general appropriations or industry fee assessments; in some
states, there is an assumption that a portion of future funding will come from data product sales.
Efforts are underway to encourage states and health plans to establish standardized data collection
practices. Currently, how data are released and to whom varies across states; in some, de-identified,
aggregate data are published on a public website, while detailed data files are limited to certain users,

such as researchers.

Advantages

By combining data across providers and payers, purchasers, payers, and policymakers have a more
complete picture of price competition in health care markets and are in a better position to develop
spending estimates for entire episodes of care rather than for individual services. This can assist in
developing new payment models. Additionally, shining a public spotlight on health care prices can
discourage egregious provider pricing.

Disadvantages

Claims data are costly to collect, analyze, and report, and methodological challenges may hinder
meaningful comparisons. Without uniformity of state APCD data collection, payers would incur
additional costs through having to comply with state’s submission specifications. And, providing
greater price information to sellers can potentially harm competition if it discourages providers from
cutting prices to gain market share by making it easier for competitors to match prices. Placing more
price information in circulation may result in a greater need for antitrust agencies to monitor potential

collusive activities.

2. Supporting Price-Conscious Consumers

Most major health plans — and some large employers — provide enrollees with some type of online
price transparency tool, whether developed in-house by health plans or through third-party vendors.
Typically, these tools are customized to individual enrollee’s coverage, including cost-sharing obliga-
tions, provider network, and individual claims experience. Consumers can search by condition or
service type and are shown the estimated consumer out-of-pocket cost based on their benefit struc-

ture and any remaining current-year cost-sharing requirements.

In some cases, states require consumer price transparency. For example, under Massachusetts law,
each health plan must operate a toll-free number to provide consumers who request information with
estimated prices and cost-sharing amounts for admissions and procedures. The state does not require

online access to this information.
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This type of consumer price transparency is happening mostly without policy interventions. The role
for public policy likely is narrow, for instance, as in the case of Massachusetts mandating a minimum
level of transparency. There also may be a public role in developing best practices, as has been done

with comparative quality reporting.

Advantages

Payers are in a unique position to tailor out-of-pocket price information to consumers and to make it
available at key decision points. Public policies to promote best practices may accelerate diffusion and
development of these tools. If consumers switch providers after comparing prices, higher-price

providers that are losing market share may lower prices to gain back market share.

Disadvantages

With little compelling quality data for consumers, additional price data could lead some to seek out
higher-price providers under the mistaken assumption that higher prices signal higher quality,
especially if their benefit design has only weak incentives to shop for price. Despite the guidance of
tools, consumers may be overwhelmed by many choices for some services and, consequently, resort to
decision shortcuts that are not strongly tied to prices. Such transparency tools may not take into

account consumers’ individual medical circumstances or help consumers assess treatment alternatives.

(Sources for this policy option ave located on page 49)

Policy Option C: Limiting Anticompetitive Health Plan-Provider
Contracting Practices

State laws prohibiting anticompetitive contracting practices between health plans and providers can
offer a counterbalance to market power. Generally, these practices protect providers from attempts by
insurers to adopt narrow- or tiered-provider networks or new payment incentives that would encour-
age lower prices or increased efficiency. Other potentially anticompetitive provisions protect insurers

from new health plans entering the market and may result in excessive provider payment rates.

Anti-Tiering Clauses.

When health plans develop tiered-provider networks, they lower patient cost sharing to encourage
patients to use higher-quality, lower-cost providers that are placed on a preferred tier. Sometimes, as a
condition of contracting with a health plan, dominant providers demand placement on the preferred
tier regardless of their performance on cost and quality metrics. Some states, notably Massachusetts,

prohibit providers and plans from relying on such contract provisions.

Most-Favored Nation (MFN) Clauses.

Under MEN contracting clauses, health plans require providers to give the plan their best price and to
charge other insurers a higher price. On the one hand, this ensures that a dominant health plan will
receive the benefit of any price concessions that a provider extends to other health plans. On the other
hand, MFNs may discourage hospital discounts. Moreover, they may be used by insurers with signifi-

cant market power to disrupt potential rivals, locking in their competitive advantage and preventing
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new competitors from entering the insurance market because they cannot attain the same level of
provider price discounts. States such as Michigan have reacted to the lack of robust competition in

health care by barring MFN clauses sought by health plans.

Tying Agreements.

Many providers require a health plan to contract for all services or facilities as a condition of
participating in the insurer’s network. For example, a provider might contract for specialized,
exclusive services, such as organ transplants or trauma care, only if the plan contracts for the full range
of the provider’s other services. Another form of tying is when a health plan must contract with all
hospitals that are part of a single system. Tying agreements are subject to state and federal oversight,

including antitrust actions, but this has largely been an under-policed area of enforcement.

Advantages

Prohibiting anti-competitive contracting practices between health plans and providers may encourage
price competition and, in some cases, new market entry. While some contract-

ing provisions can prompt antitrust scrutiny, the antitrust remedies

are cumbersome relative to state legislative action to prohibit these Prohibitions on anti-
anticompetitive contract provisions outright. Prohibitions on anti- . . .

o _ O tiering and tying agree-
tiering and tying agreements can be critical to health plan develop- .
. . . . . ments can be critical to
ment of benefit designs with narrow-provider and tiered-provider

networks. A number of states have been quite active in limiting health plan development

anticompetitive contracting practices. of benefit designs with
narrow-provider and
Disadvantages tiered-provider networks.

In more competitive markets, outright bans on MFNs might inter-
fere with competitive forces by restricting the ability of providers to offer insurers dis-
counted prices. Policymakers may be hesitant to ban contract provisions, since their potential impact

depends on the competitive context and can change over time.

(Sources for this policy option are located on page 51)

Policy Option D: Harmonizing Network-Adequacy Requirements
with Development of Limited-Provider Networks

Many states have laws to make sure insured consumers have adequate access to covered services. And,
some states have laws that prohibit health plans from excluding certain practitioners from provider
networks. While designed to protect consumers and practitioners, both types of laws can hamper
health plan efforts to exclude providers with practice patterns outside of the mainstream or to develop

limited-provider networks.

Network-Adequacy Requirements.

Most states require health plans to meet certain standards — known as network-adequacy require-

ments — to ensure enrollees have timely and reasonable access to providers and needed services. For
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example, state regulators may require plans to demonstrate that enrollees are within a minimum dis-
tance or a minimum travel time from hospitals, physicians, and other providers. Plans also may need
to demonstrate minimum provider-enrollee ratios or compliance with minimum appointment waiting

times.

State standards for network adequacy vary greatly. Some states require health plan provider networks
to meet standards set by accreditation organizations, such as URAC, formerly the Utilization Review
Accreditation Commission, or the National Committee for Quality Assurance. Other states have
numeric network standards, or they use more subjective standards of “reasonableness,” which increase
flexibility but create ambiguity. Additionally, some state standards apply only to commercial HMO
products, while others include PPOs, potentially contributing to consumer confusion and health plan

operational challenges.

As part of the ACA, qualified health plans in the federal and state insurance exchanges must meet
network-adequacy standards. Requirements by states for plans outside of exchanges and for Medicaid
and Medicare Advantage plans may differ. Plans with very narrow networks draw concern that
consumers will be unable to access care at the lower, in-network level of out-of-pocket costs. A key
role for public policy is to ensure that health plans provide transparent and accurate information to
consumers about which providers participate in each health plan network. Provider networks,

however, are dynamic and keeping consumers updated can be challenging.

Any-Willing-Provider Laws (AWPs).

Under AWP laws, plans must include in their networks any provider meeting plan terms and
conditions. Historically, AWP laws have served more to protect providers (by including

chiropractors and other specific classes of providers in plan networks) than

consumers.
Overly broad network-

adequacy and AWP laws Overly broad network-adequacy and AWP laws can limit plans’ ability to

H - / H M . ~ . . . .
can limit plans’ ability to trade greater patient volume for price concessions from providers. States will

trade greater patient vol- need to balance competing goals of protecting consumers and practitioners

ume for price concessions and enabling health plans to form limited-provider networks.

from providers. States will

need to balance compet-
ing goals of protecting

consumers and practition-
ers and enabling health
plans to form limited-

provider networks.

Advantages

Ensuring network-adequacy standards are not overly restrictive can promote
price competition by enhancing plans’ ability to bargain with providers over
network inclusion to obtain lower prices and, in turn, offer lower premiums
to consumers. The presence of AWP interferes with insurers’ ability to
obtain lower prices and to steer enrollees toward higher-value providers.
Plans are increasingly using broader measures of price, such as spending per

episode, and measures of quality to shape networks so overly restrictive

network adequacy can interfere with such initiatives. Overly restrictive standards also could preclude

insurance networks built around large delivery systems.
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Disadvantages

When networks are not adequate, this can interfere with patient access and saddle patients with larger
than expected financial burdens. Although the problem may be transitional, health plans have been
accused of failing to provide timely and accurate network information to both those considering
enrolling and existing enrollees. Regulatory attention may be needed to resolve these transparency

issues more quickly than if left to the health plans.

(Sources for this policy option are located on page 51)

Policy Option E: Active Purchasing by Public Payers

Public entities play a role in negotiating with or selecting health plans for a large number of people,
including federal, state and municipal employees and participants in state health insurance exchanges.
Sometimes public purchasers are proactive in pushing innovations that can benefit taxpayers and
employees. In some cases, these innovations can impact health care delivery and payment more
broadly, for example, by increasing price competition, so that other purchasers and consumers might
benefit. For example, the California Public Employees Retirement System, which provides health
insurance for 1.4 million California state and public agency employees, retirees, and dependents, has
responded to provider pricing power by experimenting with reference pricing, which caps payment

for certain services for in-network providers.

Public purchasers also can encourage health plan competition by limiting the number of plans oftered
to workers in hopes of stimulating price competition among insurers to gain access to a large
customer base. State-based health insurance exchanges are another example of how states can
promote health plan competition. Under the ACA, a state exchange can opt for a clearinghouse or

open-market model that allows all health plans meeting minimum requirements to participate.

Alternatively, states can create an exchange using an active-purchaser model that relies on selective
contracting and price negotiation with health plans with a goal of offering consumers higher-quality
coverage and more affordable premiums. Selective contracting also may affect provider pricing
because fewer plans on the exchange may give health plans more clout in negotiations with providers
over prices. Likewise, states could combat insurer market power by requiring state employees to
purchase coverage through exchanges, which would increase the exchanges” market share and clout
when negotiating with health plans.

A key health plan tool to counter provider market power and keep costs down is the development of
narrow- and tiered-provider networks. States could require health plans to offer a limited-network
product to ensure lower cost coverage is available. Massachusetts, for example, requires health plans
with at least 5,000 enrollees in the nongroup and small-group health insurance markets to offer either
a narrow- or tiered-network plan with a base premium that is at least 14 percent lower than the

premium for a similar plan with a broader provider network.
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Advantages

Public employers and insurance exchanges that operate as active purchasers can use market forces to
foster competition among insurers and providers on both cost and quality. If health plans are con-
cerned about losing market share, they may try to negotiate better deals with providers that may be

motivated to accept lower payment rates in return for increased patient volume.

Disadvantages

There is evidence that less competition in insurance markets increases premiums at least modestly. In
such markets, the largest insurers are likely to be an insurer that the payer or state exchange needs to
ensure adequate enrollee access to a broad range of health care services and geographic areas. Regard-
less, there is evidence that even if insurance market concentration leads to lower provider prices, a
dominant plan may only demand lower prices to the extent that they get a better price than compet-

ing health plans.

(Sources for this policy option are located on page 53)

Policy Option F: Improved Antitrust Enforcement

1. Scrutiny of Hospitals and Insurers with Market Power and the Foreclosure of
Markets to New Entrants

Federal antitrust scrutiny in the health sector has increased in recent years, as noted previously, and
will likely remain a policy priority for federal and state antitrust enforcers. However, many local
geographic markets are highly concentrated, with either a dominant hospital system or a small num-
ber of competitors with individual pricing power. Consequently, antitrust policy should also consider

actions to constrain the exercise of pricing power where providers have achieved monopoly power.

Aside from anti-steering and MEN provisions explained in Policy Option C, hospitals with market
power can engage in practices that stifle market entry or constrain the market share of current

competitors. Such practices enable hospitals with significant market power to limit price competition.

One such practice by hospitals with market power is to bundle services where they have greater
market power with services where they have relatively less market power. This practice, known as
tying, is designed by the monopolist hospital to reduce competition more broadly. Through exclusive
tying arrangements, monopolist providers can extend their market power and limit entry into health
care markets by competitors. Such illegal tying can be challenged under the Sherman Act and Clayton
Act, and tying enforcement actions could be effective in curtailing the dominance of hospitals with

monopoly power.

Advantages

Scrutiny of dominant hospitals’ behavior focuses regulatory attention on those geographic areas
where harm to consumers is the most likely and where increasing competition is most crucial. In

response to concerns raised by antitrust authorities about MEN clauses, insurers in some areas, such as
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North Carolina, have dropped MEN clauses in their contracts with hospitals and other providers. It
also targets dominant providers whose practices have the greatest potential to impose anticompetitive

harm.

Disadvantages

Antitrust enforcement targeting anticompetitive conduct is costly because the legal standards are
difficult to specify and prove empirically. There is little empirical work to support how and when
certain agreements, such as exclusive agreements, may foreclose entry by potential competitors, and

the legal standards are imprecise. This remains an underexplored area, both empirically and legally.

2. Active Review of Vertical Mergers

Vertical integration involves agreements between entities at different stages of the health care delivery
process, including hospitals, physician practices, providers of ancillary services, and insurers. Many
hospital systems, including those with market power, have acquired other providers and have
articulated a conceptually compelling argument that vertical integration generates efficiencies. First,
vertical integration can lower transaction costs between entities, such as improving monitoring,
increasing care coordination, decreasing fragmentation, and reducing medical errors. Merging
organizations may also achieve some efficiencies by implementing new information systems, institut-
ing new compensation models, reducing medical errors, eliminating redundant services, and reducing

fragmentation.

Accountable care organizations are a specific form of vertically integrated health care payment and
delivery established under the ACA. Designed for the Medicare fee-for-service population, some
ACOs also operate in the private insurance market. For both, the payment method usually contains

incentives for the ACO to hold down spending growth.

For example, under the Medicare shared savings model, ACOs are penalized if their expenditures
grow faster than an established benchmark. From the ACO’s perspective, provider price increases
would make lower growth in expenditures more difficult to achieve. Since ACOs do not negotiate
rates with Medicare, the main concern is the added market power these organizations will have in
negotiations with private health plans. There are also concerns about an ACO locking up a high share
of the providers, making it difficult for rival ACOs to form. These concerns are heightened where
ventures are exclusive and providers, for example, physicians, are restricted from dealing with payers
or ACOs.

The trend of hospitals and physicians jointly establishing ACOs is expected to continue, and ACO
formation, encouraged by the ACA, carries with it the risk that health care markets will consolidate
further. As the paper by Goldsmith ez a/. that was commissioned by the study panel noted, there is
virtually no evidence at this time that vertical mergers and consolidation produces any material
efficiencies. Moreover, some have expressed skepticism that hospital-led ACOs will invest the same
effort as other ACOs to lower costly utilization, such as emergency department visits or inpatient
readmissions, if payment, for example, is based on volume. In fact, there is good reason to suspect

that physician-based ACOs are likely to direct their hospital referral patterns toward lower-price
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...some have expressed
skepticism that hospital-
led ACOs will invest the

same effort as other
ACO:s to lower costly
utilization, such as emer-
gency department visits
or inpatient readmissions,
if payment, for example,
is based on volume. In
fact, there is good reason
to suspect that physician-
based ACO:s are likely to
direct their hospital
referral patterns toward
lower-price hospitals and
thus are more likely to
achieve savings than
hospital-based ACOs.

hospitals and thus are more likely to achieve savings than hospital-based
ACO:s. Physician-based ACOs might therefore exert market pressures on
high-cost hospitals to reduce prices.” If physician-lead ACOs are able to
lower costs, this should translate to lower prices, even under standard

models of monopoly pricing, assuming all other conditions are held equal.

There are, however, a number of anticompetitive consequences that might
follow when a dominant hospital or insurer vertically integrates with other
providers. Vertical integration can capture and direct patient flow and
referrals. For example, a hospital with market power might instruct the
physicians it acquires to direct their patients to that hospital, even if it
provides lower-quality or higher-cost care. Vertical integration can accord-
ingly secure revenue and market share for a dominant system, which in turn
can foreclose markets to entrants or other competitors. In short, ACO
formation through vertical mergers might achieve efficiencies, but they also
might introduce inefficiencies and strengthen the position of providers with

market power.

Advantages

Vertical mergers potentially can create integrated entities comprised of
hospitals and multispecialty physicians groups capable of providing a full
continuum of care. Antitrust review can help sort out proposed integration

that is designed to achieve efficiencies from integration that could lead to

greater exercise of market power. Communications by the antitrust enforcement agencies are

important to educate providers on how to integrate legitimately within the boundaries of antitrust

law. Advisory opinions, follow-up letters, statements, and reports permit the agencies to apply the

most up-to-date evidence on efficiencies related to financial integration, clinical integration, the role

of exclusivity and market shares, and likely competitive effects.

Disadvantages

While most vertical arrangements can be reviewed prior to merger, more lenient criteria sometimes

apply to ACOs. Greater effort is needed to monitor integrated entities after the fact, and if market

power concerns are raised, it is more difficult and costly for the integrated entities to address them.

Much of the evidence on quality and efficiency gains is elusive, particularly for newer integration

arrangements, making their potential difficult to assess beforehand.

Moreover, existing empirical studies do not provide sufficient guidance to sort out which clinical and

administrative components are necessary to achieve efficiencies — what degree of care monitoring,

decision support through health information technology, dissemination of clinical protocols, etc. De-

spite missing evidence on the best approach to achieving efficiencies, the agencies must make judg-

ments about transactions and whether to challenge them, either before the fact or later when efficien-

cies do not emerge and higher prices result.
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3. Conduct Remedies and Post-Merger Monitoring

One option for supervising hospitals with market power or entities that seek to merge is to impose

conduct remedies. Such restrictions might include, for example, creating firewalls that prevent the dis-

semination of information within the newly created entity; requirements to maintain existing health

plan contracts and, for future contracts, to negotiate in good faith with health plans or become sub-

ject to binding arbitration; prohibitions on most-favored-nation provisions and anti-tiering and anti-

steering provisions in contracts with health plans; prohibitions on hospital-based billing of physicians;

maintenance of an open medical staff; and limits on the expansion of services and further acquisitions.

The conditions imposed are case-specific and designed to limit the ability of

the affected providers to use their market power in various ways
that reflect local conditions. Such arrangements can include some
form of periodic reporting by the private party and are typically

time limited.

Conduct remedies are often implemented through consent decrees
that follow an antitrust enforcement action. For example, conduct
remedies might be part of a negotiated settlement to a challenged
merger, where entities are permitted to merge but must adhere to
certain restrictions on their future pricing or market behavior.
Conduct remedies may also follow a suit against a monopolist, such

as the Department of Justice’s suit against Blue Cross Blue Shield

The conditions imposed
are case-specific and
designed to limit the
ability of the affected
providers to use their

market power in various
ways that reflect local

conditions.

of Michigan, where the insurer stopped certain contracting practices and

other anticompetitive conduct.

In the 1990s, several state legislatures used a regulatory mechanism
called a Certificate of Public Advantage (COPA) that is similar to
conduct remedies in a consent decree. A COPA allows hospitals or
other providers to merge or enter into collaborative agreements on
the condition of significant state oversight of the new entity, includ-
ing limits on contracting, employment, and prices. Similar to
consent orders signed to settle an antitrust investigation, COPAs
also can be a way for a state to encourage consolidation through its
health planning agencies, guided by a statutory reporting process.
COPAs can shield parties not just from state enforcement but also
federal antitrust laws under the doctrine of state action immunity
when there is a “clearly articulated and affirmatively expressed state
policy to displace competition” and when such agreements are

actively supervised by the state.

With Asheville, N.C., for example, the theory was that high costs

COPAs can shield parties
not just from state
enforcement but also
federal antitrust laws
under the doctrine of
state action immunity
when there is a “clearly
articulated and affirma-
tively expressed state
policy to displace compe-
tition” and when such
agreements are actively

supervised by the state.

kept health care services out of rural areas while antitrust laws prevented a merger of hospital

competitors that would allow providers to mitigate costs and increase access to services in rural areas.

State health planners encouraged a merger because it was believed that the state oversight that

followed would impose price discipline on services in lieu of market competition.
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New York recently passed a COPA law that will extend the state’s antitrust immunity to Nassau
Health Care Corp. to collaborate with other health care providers to achieve improvements in clinical
outcomes, to share services with the goal of reduced procurement costs and back-office functions,
and, finally, to jointly negotiate reimbursement rates with commercial payers. States, such as
Pennsylvania and Massachusetts, have entered into consent decrees that were not COPAs but

involved significant oversight of the merging entity’s contracting and pricing practices.

Advantages

Mergers that might otherwise be blocked entirely can go forward with consent decrees, allowing
providers more freedom to pursue creative integration models while mitigating any likely anticompet-
itive harm. In some cases, conduct remedies allow providers to preserve the full range of hospital
services in geographic proximity to the communities traditionally served by those facilities. Conduct
remedies can be entered into with limited judicial oversight since the role of the courts can be limited
to specific requirements, such as ensuring that negotiations were adversarial and obligations imposed
on the parties were consistent with the public interest broadly, allowing either side to strike a deal

quickly when the cost of litigation is too high or too uncertain.

COPAs also may provide an advantage to safety-net facilities that otherwise

would have little to offer in terms of potential partnership. State antitrust
It is difficult to anticipate immunity may ensure that these entities grow and that they realize some,
and prohibit in a consent | cyen if not all, of the benefits of competition through savings, improving

degree all the ways a utilization of hospital resources, and avoiding duplication of hospital
provider might exercise resources.
market power and raise
prices. Disadvantages

It is difficult to anticipate and prohibit in a consent degree all the ways a

provider might exercise market power and raise prices. For example, the

entity may avoid price or margin limits in one market by instead imposing

--.conduct remedies are price increases in a related but unregulated, market. As a result, the protec-
not a substitute for tions for payers — both consumers and insurers — may be limited. Though
aggressive efforts to pre- the state is required to actively supervise the resulting entity, state oversight
vent mergers; private often relies on self-reporting by the new entity. Neither courts nor other

parties are significantly agencies are well-equipped to assess the competitive behavior of health care

more likely to agree to a providers or to evaluate the competitive consequences of mergers. At the
COPA or other form of

consent decree if the state

same time, it is easy for such agreements, whether consent decrees or CO-

PAs, to become politicized in a way that forces the executive branch to fight

a constant rear guard battle for the duration of the agreements.

or federal government has
a broad theory of what Regulators seeking to craft a COPA or any other conduct remedy can only
constitutes a transaction guess at what the health care market would look like “but for” the proposed

merger. Finally, conduct remedies are not a substitute for aggressive efforts

that unfairly restrains

.. to prevent mergers; private parties are significantly more likely to agree to a
competition. p 8e1s; p P g y y to ag
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COPA or other form of consent decree if the state or federal government has a broad theory of what

constitutes a transaction that unfairly restrains competition.

(Sources for this policy option are located on page 53)

Policy Option G: Additional Public Oversight
and Review

Policymakers can lose sight of the cumulative effect of marketplace changes and how market changes
relate to one another. An independent commission or board charged with monitoring merger
transactions, competition, and overall health care spending could be used to raise public awareness
about price and quality changes across health care segments. Such an oversight process can establish

the basis for additional policy remedies if voluntary compliance with spending targets is not achieved.

Public monitoring may be viewed as a middle ground between policies aimed at preserving market
competition and policies that rely on direct government intervention. By reinforcing awareness of
provider and insurer consolidation and rising health expenditures, public monitoring could assist
health care purchasers, payers, and policymakers by providing guidance for the development of

proposed market-based or regulatory interventions.

One example of public monitoring is the Massachusetts Health Policy Commission (HPC) a quasi-
independent entity within the executive branch charged with establishing the annual health care cost
growth benchmark and monitoring progress through annual cost trend hearings. Intended as a
cost-containment measure, the HPC combines exhortation with regulatory threat. As part of'its
work, the HPC is required to identify dominant providers that charge comparatively high prices and
that have relatively high costs. The Commission also has the power to compel health care entities that
exceed the cost growth benchmark to file and implement performance improvement plans and may

fine entities that fail to implement them.

With regard to market consolidation, providers must submit proposed transactions to the
Commission for review of health care market and expenditure impact. Although the Commission
cannot block a proposed merger or acquisition, it has the capacity to analyze such transactions and
can, based on its findings, recommend further action to the state attorney general. Finally, the HPC
has certain regulatory authority over ACOs and also distributes grant funding for targeted initiatives

aimed at delivery system reform.

Massachusetts provides just one example of a commission structure. Clearly, there are many possible
ways to structure a public monitoring board and assign its role and authorities. Such monitoring
would be informed by, but separate from, existing agency activities, such as antitrust scrutiny or
oversight of premiums by state departments of insurance. With the increasing availability of public
and private claims data across a broad range of providers and payers, monitoring has become a more

viable state strategy.
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The powers and authority
of a commission can be
tailored to fit the political
culture and the priorities
of the particular states
considering such an

option.

Advantages

An independent commission should be less vulnerable to political pressures
than other state agencies with formal authority to intervene in the market;
this appears to be the case even where such a commission has significant
analytical capacity and can influence plan-provider negotiations. The powers
and authority of a commission can be tailored to fit the political culture and

the priorities of the particular states considering such an option.

Disadvantages

While an independent commission may serve a different function, its

activities may overlap with operations of other state agencies, potentially creating diffusion of

responsibility and possibly conflicting policy positions on specific matters that arise. Moreover, the

commission’s influence is only as great as the authority it has been assigned. Without credible

intervention tools, its impact may be limited. Yet, its presence might serve to preempt consideration

of other, possibly more definitive, approaches.

(Sources for this policy option are located on page 55)

Policy Option H: Regulating Premium Increases Through
Strengthened Rate Review

In markets with little insurance competition, review of insurers’ rate increases may give health plans

greater negotiating leverage and increase pressure on downstream provider payment rates. Under the

ACA, insurers must publicly disclose and justify rate increases of 10 percent or more for non-

grandfathered plans in the non-group and small-group markets. States that have an effective rate

review process in place, as defined by federal regulations, have the authority to review rate increases

over 10 percent; for states that lack the authority and /or infrastructure to do so, the

...not all state rate-review
processes are created
equal. States that have
statutory authority to
approve or disapprove

rates before they are
implemented (prior
approval authority) are
better positioned to nego-
tiate reductions in rates
than states that use retro-
spective authority (file

and use regulation).
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U.S. Department of Health and Human Services (HHS) will conduct rate
reviews. But HHS reviews are nonbinding, and only states have the

authority to reduce rates.

States could provide their insurance departments with greater authority to
review and limit requested premium increases. However, not all state rate-
review processes are created equal. States that have statutory authority to
approve or disapprove rates before they are implemented (prior approval
authority) are better positioned to negotiate reductions in rates than states
that use retrospective authority (file and use regulation). File and use
regulation often requires only a certification that states meet certain stan-
dards and often relies on consumer complaints to identify a problem.
Currently, some states may be able to issue a determination that a proposed
rate increase is unreasonable but cannot block it since the insurer does not
actually need permission to raise rates. In states without the authority to
deny excessive rate increases, health plans can raise rates as much as they did
before the ACA was enacted.




In addition, states typically have a standard that guides the review and approval of rates. Most states
use subjective standards, barring rate increases that are “excessive, inadequate, or unfairly discrimina-
tory.” Only a minority of states requires plans to keep rate increases under a prescribed level. Further-
more, state laws may have limited reach. Some states may exempt some plans from rate review. For
example, Pennsylvania exempts for-profit plans, Maine’s rates are deemed approved if they meet
medical loss ratio standards, and South Carolina allows the formation of out-of-state “trusts” that

allow many plans to bypass rate review altogether.

Strengthened rate review could potentially take several forms. States could provide their insurance
departments with expanded authority to review and limit premium increases in tandem with standard-
ized review of requested provider price increases. Rhode Island, for example, has expanded the
insurance department’s rate-review authority to include limits on annual price increases for inpatient
and outpatient services. States also could regulate the growth of premiums through expenditure

growth targets or soft caps. The impact of this effort on prices is evolving.

Advantages

Regulating premiums may give insurers leverage to resist provider price demands that they would
otherwise accept and pass on to purchasers and enrollees. It could also benefit consumers by
constraining plan margins and lead to greater public discourse over premiums and greater transparen-

cy over rate setting methods and insurer justifications for proposed increases.

Disadvantages

Insurers may respond to premium rate regulation by exiting the market. Since insurer margins tend to
be low, without regulation of downstream provider payment rates, the potential for significant savings
from premium regulation is limited. Although there is anecdotal evidence, for example, from
Massachusetts, that regulatory pressure on premiums can lead to lower

provider rates, it is unclear whether this approach can be a successful

long-term strategy.

As price increases are
Leverage by some providers might actually exacerbate pricing permitted for the more

differentials across providers. As price increases are permitted for powerful provider

the more powerful provider systems, the rest of the providers svstems. the rest of the
would be left to absorb the overall pricing pressure from limits on ¥ . ! 1d be left
premium increases. This could increase pricing disparities between providers would be left to

have and have-not providers. Finally, state insurance departments absorb the overall pricing

have an obligation to monitor plan solvency as well as focus on pressure from limits on
premium reduction. Once they are actively engaged, state insurance premium increases. This
departments can become subject to political pressures that distort could increase pricing
the appropriate “actuarially sound” standard. disparities between have

and have-not providers.

(Sources for this policy option are located on page 55)
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Policy Option I: Limiting Out-of-Network Provider Charges

An alternative to directly regulating prices is restricting out-of-network provider

charges. Physicians, hospitals, and other providers that do not contract with

A survey comparing health plans typically bill patients for the full charges of treatment. Depend-
charges billed by out-of- ing on their coverage, patients can be responsible for paying the full amount

, charged if their plan does not cover any out-of-network services, or if they
network providers to

. have a plan that covers out-of-network services, they will have to pay any
Medicare fees found that

difference between their health plans’ allowed amounts for out-of-network
plan members were care and the providers’ full charges. Known as balance billing, the practice

routinely billed 10 to 20 leaves consumers at risk of paying significant out-of-pocket costs. A survey

times Medicare rates for comparing charges billed by out-of-network providers to Medicare fees

out-of-network care. found that plan members were routinely billed 10 to 20 times Medicare

rates for out-of-network care.

Limits on balance billing prevent the use of provider market power. Restrictions may be as narrow as
prohibiting additional charges for specific services, such as emergency care or other situations where

consumers have no ability to choose providers, such as an assistant surgeon or an anesthesiologist.

Alternatively, policymakers might, as the Medicare Advantage program does, generally limit out-of-
network rates to a benchmark rate, such as a percentage of the Medicare rate. Such limits would not
only protect consumers but would also bolster health plans” ability to negotiate lower payment rates

with hospitals and physicians.

Advantages

Limiting out-of-network provider charges would protect consumers from significant out-of-pocket
costs, especially when there is no advance notice that a provider is out of network or where circum-
stances do not allow consumers to pursue in-network alternatives. It also helps consumers accurately
assess health plan costs. While the ACA establishes minimal actuarial value for plans sold on
exchanges, the value of the plan does not include out-of-network care. Limits on charges would also
give insurers more bargaining leverage when negotiating in concentrated provider markets since
out-of-network care would be less lucrative. This could be seen as a relatively moderate regulatory

approach compared to setting or limiting overall payment rates.

Disadvantages

Such limits create a disincentive for plan members to stay in network, when other reforms to the
health system are intended to create more price-sensitive consumers. Such limits also remove the

economic rewards for providing higher-quality care.

(Sources for this policy option are located on page 56)
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Policy Option J: Setting Upper Limits on Permissible, Negotiated
Provider Payment Rates

Across the country, physicians and hospitals negotiate payment rates that are, on average, significantly
higher than Medicare rates. Moreover, there is significant inter-market and intra-market variation in
those rates. One approach to limiting this variation is to address the highest price providers. For
example, policymakers could impose a ceiling on the payment rates negotiated by a health plan and a
provider, using Medicare as a benchmark. An upper limit on negotiated prices could be set, for
example, at 200 percent or 250 percent of Medicare. The ceiling would apply to all payers, whether
individuals who self-pay or insurers. An upper limit on what hospitals and physicians can charge gives

insurers important leverage during negotiations, especially when bargaining with dominant providers.

Though an upper limit on provider rates is a form of rate setting, it is intended to focus on the price
outliers, not all providers. In applying an upper-payment limit, states could choose a ceiling that takes
into account the particular attributes of their local health care markets. If the ceiling were set too
high, there would be little impact on health care prices and outliers would remain unaftected. If it is
set too low and does not cover providers’ reasonable costs, it would jeopardize providers’ financial
stability and potentially lead to lower quality of care. To implement upper-payment limits, states

would need reliable and accurate payment and cost data.

Advantages

Setting an upper-payment limit targets providers that can exercise the greatest market power. It may
prod providers to hold down operating costs and even decrease barriers to entry for new health plans,
such as ones started by regional physician groups or local cooperatives. Though an interventionist
approach, placing an upper limit on provider rates does not require as complex an administrative
apparatus as all-payer rate setting or other price-setting approaches. To the extent that upper limits are

decided by commissioners or other public officials, there is some measure of accountability.

Disadvantages

This policy option may not be compatible with or may at the least be difficult to reconcile with
delivery systems that are based on bundled or capitated payments, which are seen as a way to
stimulate integrated and value-based health care systems. This diversity of payment models could
make upper limits hard to administer. Like any kind of regulatory price-setting approach, there is the
risk that interfering with market winners and losers may prevent providers from having the resources
or incentives to adopt new technology, produce societal goods, or provide higher-quality medical
procedures. Providers also may not have sufficient capital for new technology or revenue to support

teaching and research missions.

(Sources for this policy option are located on page 56)
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Policy Option K: Expanding Use of All-Payer and Private-Payer Rate
Setting

Rate setting is the policy instrument most industrialized countries use to address cost control and
equitable treatment of providers — usually through a form of all-payer rate setting that covers both
hospital and physician services. The most common model for rate setting involves a public agency,
cither in the executive branch or a quasi-independent agency, setting payment rates for providers,
including payment rates for patients without insurance. Rate setting may include Medicaid, if permit-

ted under state legislation, and Medicare, it a state successfully negotiates a federal waiver.

During the 1970s and 1980s, seven states enacted some form of hospital rate setting to counter the
inflationary incentives inherent in the then predominant cost-based method of hospital reimburse-
ment. All but two states — Maryland and West Virginia — dropped rate setting as the private
insurance market moved away from indemnity coverage to managed care plans with provider

networks. But some states are reconsidering the approach.

In addition to constraining price growth, rate setting was estab-

In addition to constrain- lished to address price discrimination, improve hospital financial

. . stability, ensure adequate and equitable funding for uncompensated
ing price growth, rate RE . q q . & - P
care, and improve access to and quality of care for different

setting was established to e . L
communities. Since hospitals are encouraged to serve all patients in

address price discrimina-
tion, improve hospital
financial stability, ensure

adequate and equitable

need of medical care regardless of their ability to pay, rate setting
ensures that all hospitals participate in funding medical care for
indigents as well as other programs aimed at providing a social

benefit (medical education, disaster training, addressing population

funding for uncompensat- health needs) in a manner that is spread across all payers.

ed care, and improve _ . _ ) .
There are different rate setting regimes. One version — the policy

access to and quality of originally adopted by Maryland and in effect for over three decades

care for different — was to have all hospitals bill approved payment rates for service

communities. specific and departmental units. Aggregate payments to hospitals

were capped by an average per case rate based on a version of
diagnosis-related groups that categorizes patients based on clinically similar conditions, severity of
illness and mortality risk — all of which are intended to be a proxy for resource use. Similar caps
applied to outpatient facilities. The payment formula also penalized excess volume growth. A different

payment regime relying on global budgets was applied to rural hospitals.

It is worth noting that Maryland’s new five-year Medicare demonstration that began in 2014 uses an
updated version of rate setting to undertake comprehensive coordinated care across different settings;
its new focus on population health is based at least initially on global budgets that limit total hospital
spending growth per capita to state GDP growth. Under the new approach, Maryland can allow
risk-based payment, including the development of ACOs.
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Another approach — the policy adopted by West Virginia — applies only to non-governmental payers
and imposes annual revenue limits based on the average charge per discharge and inflation; higher
rate increases are based on a hospital’s ranking against its peers on costs and charges. There are no
restrictions on payment methods, but all contract language is reviewed and there is a floor on
payments based on costs; approval is required for new services and excess revenue must be returned
before the next year’s update is approved. The same authority that sets parameters for rates also grants

certificates of need required for new facilities.

Several studies have examined the impact of rate setting on cost growth and on hospital quality. These
studies suggest that rate setting contained costs during a time when selective contracting was not the
norm or not permitted but that in the absence of competition may lead to higher prices. American
Hospital Association data indicate that while the ratio of private payer rates to hospital costs has in-
creased nationally, in Maryland it has been fairly steady since the creation of the rate setting system.
Maryland’s cost per admission dropped relative to other states — from significantly above the national
average to just below the national average (although per capita spending on hospital care in a year was
high because of higher hospitalization rates). Previous studies found mixed results with respect to the

impact of rate setting on patient outcomes and the impact of resource constraints on patient health.

Advantages

In a market where there is no or little competition among hospitals, rate setting may reduce prices
and control costs, allowing a public debate over community needs for services and what configuration
of hospitals can best meet those needs. Rate setting may reduce hospital competition based on payer
mix and provide additional resources to so-called have-not hospitals that serve low-income and
uninsured individuals. In communities where there are disparities of wealth, ensuring a more
equitable distribution of resources among hospitals, clinics, and other providers can improve access to
health care and health outcomes, particularly for individuals who may not have the purchasing power
to ensure adequate care. Rate setting also can increase transparency in the health care system by

providing extensive and timely data.

Disadvantages

The cost of operating a rate setting system and collecting provider information can be substantial and
the effectiveness of such a system without the inclusion of Medicare and Medicaid is likely to be limit-
ed at best, in part because a system with just private payers does little to increase the market leverage
of public safety-net hospitals. Moreover, rate setting in one sector, such as hospitals, may create
incentives for providers to shift care to sites where rate setting is not in effect, transforming care in
ways that do not reflect improved efficiency or quality. There also is risk that interfering with market
winners and losers may prevent providers from having the resources or incentive to adopt new tech-
nology, produce societal goods, or provide higher-quality medical procedures. However, it may be
difficult for states to set up a rate setting system that includes Medicare and Medicaid. Waivers are
needed that shift significant power to federal authorities and inclusion would mean higher Medicaid

costs for most states.

(Souvces for this policy option are located on page 56)
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Any examination of the role
that hospitals play in health
care cost growth is compli-
cated by the fact that in
many large markets, hospi-

‘ tals may be part of inte-
grated delivery networks
(IDNs), either vertically inte-
grated health services networks that include physi-
cians, post-acute services and/or health plans or fully inte-
grated provider systems inside a health plan. Looking at
the benefits to society, the authors found that there is evi-
dence that IDNs have raised physician costs, hospital
prices and per capita medical care spending; looking at
the benefits to the providers, the evidence also showed
that greater investments in IDN development are associ-
ated with lower operating margins and return on capital.
As part of this report, the authors conducted a new analy-
sis of 15 of the largest IDNs in the country. While data on
hospital performance at the IDN level are scant, the
authors found no relationship between the degree of
hospital market concentration and IDN operating profits,

State Policies on Provider Market Power

by Suzanne Delbanco and Shaudi Bazzaz, July 2014

Health care economists broadly agree that the market
power of certain health care providers is a major driver of
price increases, and is associated with significant pay-
ment variation across and within markets. This report cat-
alogues the laws and regulations that state governments
are using to enhance the competitiveness of health care
markets and reduce the ability of providers to use market
power in such a way that creates negative consequences
for those who use and pay for care. The authors
researched regulatory approaches, specifically recent
state efforts pertaining to: antitrust; price and quality
transparency; competition in health plan contracting;
price regulation; the development of Accountable Care
Organizations (ACOs); expanding the authority of state
Departments of Insurance; and facilitating the entry of
new providers into the marketplace.

Also available from the Academy

Integrated Delivery Networks:
In Search of Benefits and Market Effects

by Jeff Goldsmith, Lawton R. Burns, Aditi Sen and Trevor Goldsmith, February 2015

between the size of the IDN’s bed complement or its net
collected revenues and operating profits, no difference in
clinical quality or safety scores between the IDN's flagship
hospital and its major in-market competitor, higher costs
of care in the IDN's flagship hospital versus its in-market
competitor, and higher costs of care when more of the
flagship hospital’s revenues were at risk.

The authors conclude that the public interest would be
served if IDNs provided more detailed routine operating
disclosures, particularly the amount of hospital operating
profit as a percentage of the IDN’s total earnings and the
IDN’s physician and hospital compensation policies. How
IDNs allocate overhead and ancillary services income
between the three main lines of business should also be
disclosed. It should also be possible to determine from an
IDN disclosure if capitated risk is transmitted from the
IDN’s health plan or risk-accepting organization to its
hospitals and physicians. Analysis of societal benefits
would also be materially aided by a comprehensive,
national all-payer claims database.

Specifically, this paper cata-
logues existing state statutes
and regulations that address
the contracting practices of
health plans and providers
likely to reduce competition
and lead to higher prices. In
doing so, this paper pro-
vides insight into the cur-
rent scope of state authority to regulate and

monitor health care prices. In addition, because states
may pursue policies that would not be captured in a
review of laws and regulations, this paper also explores
efforts beyond the legislative realm by states taking an
active role to address these issues.

Download the full reports from the Academy website at www.nasi.org.
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Executive Summary

Since the Great Recession peaked in 2010, the economic picture has steadily improved, and in 2013, GDP
increased relative to 2012 and the unemployment rate fell but remained fairly high at 7.4 percent. In addition,
the uninsured rate decreased slightly (0.1 percentage point) in 2013, continuing the trend from 2011 and 2012.
Despite these improvements, rates of coverage through employer sponsored insurance have declined since
2010, though more slowly in recent years than at the height of the recession. Gains in coverage since 2010 have
been largely due to increases in coverage through public programs such as Medicaid and the Children’s Health
Insurance Program (CHIP).

Population changes also affected insurance coverage patterns between 2008 and 2013. The only income group
with net population growth between 2008 and 2013 was families at or below 138 percent of poverty, which
grew by 17.6 million. In contrast, the population with family incomes above 400 percent of poverty shrank by
8.3 million. There were also fewer workers in 2013 (138.0 million) than in 2008 (140.4 million), with a low
point of 133.1 million workers in 2010. In addition, national population growth between 2008 and 2013 was
concentrated in the South and West, which gained 4.3 million and 1.9 million people, respectively. These
regions tend to have lower rates of employer coverage and lower Medicaid eligibility thresholds for adults.

It is important to understand the effect of these population shifts and economic forces on coverage to assess the
impact of the ACA. Many of the health insurance coverage expansions in the ACA went into effect on January 1,
2014, making 2013 the final baseline year against which to measure coverage changes under the ACA. Though
2013 is not a perfect baseline (several smaller coverage expansions under the ACA went into effect in 2010,
including allowing dependents to stay on their parents’ plan until age 26, and a handful of states fully or
partially expanded eligibility for their Medicaid programs in 2010 or 2011), understanding trends in coverage
during the recession and recovery will help disentangle the effects of the ACA on health insurance coverage
from demographic and economic factors.

In this brief, we examine coverage patterns for the nonelderly population from 2008 through 2013 using data
from the American Community Survey. While prior research on this topic has frequently relied on the Census
Bureau’s March Supplement to the Current Population Survey (CPS), long planned improvements to the
insurance questions for that survey resulted in a break in trend between the 2013 CPS and the 2014 CPS, which
collected data on coverage in 2012 and 2013, respectively. Therefore, in order to examine trends from 2008 to
2013, we focused our analysis on the American Community Survey.



Overview

The economy has steadily improved since the Great Recession peaked in 2010, but recovery in employment
and household income has lagged behind GDP growth. While real GDP recovered to its 2007 high by 2011, the
unemployment rate declined but remained high through 2013 (7.4 percent), and median household income
continued to decline through 2012. The recession accelerated the long-standing decline in employer-sponsored
health insurance (ESI)," and through 2013 most of the recovery in the uninsured rate was due to increased
enrollment in public insurance, primarily Medicaid and the Children’s Health Insurance Program (CHIP). For
adults, coverage through Medicare and military healthcare programs also increased slightly between 2010 and
2013, though not as substantially as Medicaid and CHIP coverage. With the exception of young adults ages 19
to 25, who are able to remain on their parents’ health plan until age 26 under the Affordable Care Act (ACA),
ESI coverage rates for adults and children continued to decrease between 2010 and 2013. These declines in ESI
coverage are partly attributable to changes in population characteristics among the nonelderly, including an
increase in the number of low-income families, population growth in low-ESI regions, and workforce growth in
low-ESI industries.

Data and Methods

This brief uses data from the American Community Survey (ACS), an annual survey conducted by the Census
Bureau and designed to be representative at the national and state level. The public microdata sample for the
ACS contains 1.9 million observations annually, making it by far the largest of the federal surveys. The ACS
contains data on income, health insurance, demographics, work status, and industry sufficient to allow
analyses of the differences in insurance coverage patterns across various populations. In addition, the very
large sample size allows for state-level trend analyses (not included here).

Prior issue briefs in this series used the Current Population Survey Annual Social and Economic Supplement
(CPS) to describe trends in health insurance coverage.? However, long planned improvements to the insurance
questions for that survey resulted in a break in trend between the 2013 CPS and the 2014 CPS, which collected
data on coverage in 2012 and 2013, respectively.’ This brief therefore focuses on trends from 2008 to 2013
using the ACS. While the ACS has a significantly larger sample size than the CPS, it also has a few
disadvantages. First, the income information in the CPS is much more detailed than that collected in the ACS,
and income data from the CPS is therefore the source of official estimates of poverty in the United States.*
Second, the ACS does not collect data on employer size, so this brief does not present trends in ESI coverage by
firm size.

This analysis uses the ACS iPUMS files created by the Minnesota Population Center, which have consistent
variable definitions over time and include constructed variables on family relationships and income that are
used to create Health Insurance Units (HIU) and calculate HIU income as a percent of the FPL.® In addition,
the Urban Institute has developed a series of logical coverage edits to the ACS designed to correct for known
inaccuracies in survey-based estimates of health insurance coverage.’ In particular, the ACS over-represents
private non-group coverage relative to other surveys and under-represents Medicaid and CHIP coverage
among children relative to administrative data.? These logical coverage edits reassign coverage types for
respondents when other information collected in the ACS, such as receipt of Supplemental Nutrition Assistant
Program (SNAP) or other public assistance, implies that a respondent’s coverage has likely been misclassified.’
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Finally, all individuals reporting multiple health insurance types have been assigned to a single primary

insurance type using a hierarchy, which further corrects for over-reporting of private non-group coverage. The

hierarchy used for all analyses in this brief is as follows: employer-sponsored insurance, Medicaid or CHIP,

military health care or Medicare, private non-group insurance, or uninsured.

Continued Economic Recovery

Most economic indicators suggest continued recovery since
the peak of the recession in 2009 and 2010. Real GDP fell
from $14.9 trillion in 2007 to $14.4 trillion in 2009 but
recovered starting in 2010 to hit $15.7 trillion in 2013
(Figure 1). The unemployment rate increased from 4.6
percent in 2007 to peak at 9.6 percent in 2010, falling back
to 7.4 percent in 2013 (Figure 2). The most recent data
(February 2015) suggest that the unemployment rate has
now recovered to 2008 levels (5.6 percent).'®

Real median household income and real per capita income
also fell between 2008 and 2010 and have shown less

Figure 1
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recovery than other economic indicators. Median household income continued to fall between 2010 and 2012

and increased only $180 between 2012 and 2013, not a statistically significant change. Similarly, real per capita

income remains more than $1,500 below its 2006 peak (Figure 3).

Figure 2
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Figure 3
Real median household income and per capita income,
2000-2013
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Changes in Health Insurance Coverage from 2012 to 2013

As the economy continued to improve between 2012 and 2013, the uninsured rate fell by 0.1 percentage point
and the number of uninsured Americans fell by 200,000 (Figure 4). The decrease in the uninsured rate was
entirely among nonelderly adults and was primarily due to increases in public coverage. From 2012 to 2013,
the ESI coverage rate declined 0.3 percentage points, leading to 300,000 fewer people with ESI, while
Medicaid and Children’s Health Insurance Program (CHIP) coverage increased by 0.2 percentage points, or
700,000 people. The reduction in ESI and increase in Medicaid and CHIP coverage rates were more prominent
among children than nonelderly adults. In addition, nearly all of the reduction in the number of uninsured was
among non-Hispanic whites below 138 percent of the FPL (data not shown). Finally, private non-group
coverage increased by 0.1 percentage points among nonelderly adults, all of which was due to an increase of
non-group coverage among young adults (young adult data not shown). The additional 200,000 young adults
with non-group coverage may reflect young adults staying on their parents’ non-group plan until age 26 or,
potentially, misreporting of October through December 2013 enrollment in the Marketplaces for 2014."
Because the changes in insurance coverage from 2012 to 2013 were small overall, the remainder of this brief
will focus on trends in insurance coverage from 2008 to 2013.

Figure 4

Percent point changes in health insurance coverage among
the nonelderly (ages 0-64) by age group, 2012-2013

EEmployer M Medicaid and State @ Private Nongroup @ Uninsured
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NOTES: * Change is statistically significant at the 5% level # Change is statistically significant at the 10% level.

Coverage through CHAMPUS and Medicare are not shown because coverage rates for those coverage types among the nonelderly
change little year-to-year.

SOURCE: Urban Institute Analysis of the 2012 and 2013 American Community Survey
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Changes in Coverage among the Nonelderly Population,
2008-2013

Figure 5 shows the changes in health insurance coverage that occurred during the recession and recovery for
the nonelderly population (under age 65). The Great Recession began in December 2007 and ended in June
2009, making 2010 the first full year since 2007 in which GDP did not decline.” Therefore, 2010 is used as the
break point between the recession and recovery throughout this brief. From 2008 to 2010, the ESI coverage
rate fell from 61.0 percent to 57.1 percent. At the end of this period, 8.2 million fewer nonelderly adults and
children had ESI coverage. In addition, 500,000 fewer people had private non-group coverage at the end of
this period. Some of these coverage losses were offset by gains in public coverage. The Medicaid coverage rate
increased from 15.3 percent to 18.2 percent during this period, resulting in 8.1 million additional people with
Medicaid coverage. In addition, military (CHAMPUS) and Medicare coverage increased by 0.3 percent (data
not shown).* In total, the uninsured rate grew from 16.8 percent to 17.9 percent, meaning 3.5 million more
people were uninsured in 2010 than in 2008.

Between 2010 and 2013, as the economy began to improve, the uninsured rate began to fall. In 2013, the
uninsured rate had fallen to 16.9 percent, still slightly above the level of 2008. Most of the gains in insurance
coverage during the economic recovery came from public coverage sources. Between 2010 and 2013, there was
a 1.1 percentage point increase in Medicaid and CHIP coverage,'* resulting in 3.5 million additional people
covered by the Medicaid program. While this increase in Medicaid coverage may reflect, in part, the early
Medicaid expansions undertaken in 2010 and 2011 by four states (California, Connecticut, the District of
Columbia, and Minnesota), those early expansions alone did not affect a large enough population to account
for the entire increase in Medicaid coverage.” From 2010 to 2013, ESI coverage declined another 0.5
percentage points, from 57.1 percent to 56.6 percent.

Figure 5
Percentage point changes in health insurance coverage
among the nonelderly, 2008-2013
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SOURCE: Urban Institute Analysis of the 2008-2013 American Community Survey
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Changes in Coverage by Income

Between 2008 and 2010, the entirety of the
net increase in the number of uninsured
was due to loss in coverage among those
with family incomes below 138 percent of
the FPL (Figure 6). Increases in Medicaid
coverage made up for much of the loss of
ESI in this income group, and the
uninsured rate among this group increased
by only 0.3 percentage points. However,
the size of the population with income
below 138 percent of the FPL swelled by
14.3 million, leading to 4.7 million more
low-income Americans uninsured. In
contrast, both the income group between
138 to 400 percent FPL and the income
group above 400 percent FPL shrank

Figure 6
Percentage point changes in health insurance coverage
among the nonelderly by income, 2008-2010
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SOURCE: Urban Institute Analysis of the 2008 and 2010 American Community Survey

between 2008 and 2010, and there were 1.3 million fewer uninsured Americans in these income groups in

2010 than in 2008.

As shown in Figure 7, the uninsured rate for those with family incomes below 138 percent of the FPL declined

as the economy improved between 2010 and 2013, leading to 1.6 million fewer uninsured Americans in this

income group. Only those with incomes below 138 percent of the FPL showed a net gain in ESI coverage

between 2010 and 2013, though the ESI coverage rate for that group remained low at 20.8 percent (compared
to 18.9 percent in 2010). ESI coverage declined from 64.6 percent to 63.8 percent for those with incomes
between 138 and 400 percent of the FPL, and from 88.1 percent to 87.2 percent for those with incomes above

400 percent of the FPL between 2010 and
2013. The loss of ESI was offset by gains in
Medicaid among the middle income group,
and the uninsured rate fell 0.5 percentage
points for that group. The highest income
group showed a 0.3 percent increase in the
uninsured rate, meaning an additional
200,000 people with incomes above 400
percent of the FPL were uninsured. Overall,
there were 2 million fewer uninsured
Americans in 2013 than in 2010 due to
increases in Medicaid coverage among
those with incomes below 400 percent of
the FPL and increases in ESI among those
with incomes below 138 percent of the FPL,

Figure 7
Percentage point changes in health insurance coverage
among the nonelderly by income, 2010-2013
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who had the largest ESI losses during the Great Recession.
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Changes in Coverage by Age

The health insurance coverage patterns for children, young adults, and adults differ from 2008 to 2013. The
uninsured rate for nonelderly adults was more than double that for children throughout this period, in part
because Medicaid and CHIP have higher income eligibility limits for children. In addition, the ACA provision

allowing young adults to stay on their parents’ plan until the age of 26 led to significant gains in ESI coverage
among this population beginning in 2010 that were not shared by older adults.'® Given these different policy

contexts, we examined coverage changes from 2008 to 2013 separately for each of these age groups.

From 2008 to 2010, there was a 3.9
percentage point decrease in the ESI
coverage rate for nonelderly adults and a
1.7 percentage point increase in Medicaid
and other state coverage (Figure 8). In
total, the uninsured rate for nonelderly
adults increased by 2.0 percentage points,
and 4.4 million more nonelderly adults
were uninsured. All of the increase in the
number of uninsured was among adults in
families with income at or below 138
percent of the FPL (4.9 million). The
number of nonelderly adults in families

with incomes above 400 percent of the FPL
shrank significantly, by 5.7 million, and
this group saw a small decrease in the
uninsured rate of 0.3 percentage points
between 2008 and 2010.

Between 2010 and 2013, the overall ESI
coverage rate for nonelderly adults was
nearly stable, and the uninsured rate
declined by 1 percentage point in part due
to increases in public coverage. However,
there was significant variation by income
group. Nonelderly adults below 138
percent of the FPL saw a 3.0 percentage
point gain in ESI coverage and a 1.2
percentage point gain in Medicaid and

Figure 8
Percentage point changes in health insurance coverage
among nonelderly adults by income, 2008-2010

M Employer M Medicaid and State M Private Nongroup [ Uninsured

All nonelderly adults <138 FPL 138-400 FPL 400+ FPL

*
1.7%* 2.0% 1.5%*

0.0% 0.1% 0.1% 0.1%*

——
-0.2%* -0.3%*

-3.9%*
Change in 3.5 million*
Population
Change in
uninsured

9.9 million* -0.6 million* -5.7 million*

4.4 million* 4.9 million* -0.1 million* -0.4 million*

NOTES: * Change is statistically significant at the 5% level

Coverage through CHAMPUS and Medicare are not shown because coverage rates for those coverage types among the nonelderly
change little year-to-year.

SOURCE: Urban Institute Analysis of the 2008 and 2010 American Community Survey

Figure 9
Percentage point changes in health insurance coverage
among nonelderly adults by income, 2010-2013

B Employer M Medicaid and State B Private Nongroup O Uninsured

All nonelderly adults <138 FPL 138-400 FPL 400+ FPL

3.0%*

*
0.9%* 1.2%

0.1%+ 0.3%* 0.3%*

-4.0%*

Change in 3.4 million* 3.5 million*
Population
Change in

uninsured

0.2 million* -0.3 million*

-1.1 million* -0.9 million* -0.4 million* 0.2 million*

NOTES: * Change is statistically significant at the 5% level

Coverage through CHAMPUS and Medicare are not shown because coverage rates for those coverage types among the nonelderly
change little year-to-year.

SOURCE: Urban Institute Analysis of the 2010 and 2013 American Community Survey

CHIP coverage, leading to a 4.0 percentage point reduction in the uninsured rate for that income group. In

contrast, ESI coverage for those with incomes above 400 percent of the FPL continued to decline, leading to a

0.3 percentage point increase in the uninsured rate for that group.
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Beginning in September 2010, the ACA
required most health plans to allow
children to stay on their parents’ plan as a
dependent until age 26. Between 2008 and
2010, this age group lost ESI coverage at a
rate similar to the rest of the adult
population (Figure 10). However, the trend
for young adults diverged significantly
from other nonelderly adults from 2010 to
2013 (Figure 11). While other age groups
continued to lose ESI coverage, albeit more
slowly than between 2008 and 2010, young
adults had large gains in ESI coverage.
Between 2010 and 2013, 2.6 million young
adults gained ESI coverage, a 6.7

Figure 10
Percentage point changes in health insurance coverage
among nonelderly adults by age, 2008-2010

W Employer B Medicaid and State B Private Nongroup [ Uninsured

All adults 19-25 26-45 46-64

.
1.7%* 2.0%* 2.1%* 1.8%* 1.9%* 24% 1.9%*

3.4%*
-3.9%* 4.2%* 4.3%*

Change in 3.5 million* 0.7 million* -0.8 million* 3.6 million*

Population
Change in
uninsured

4.4 million* 0.7 million* 1.7 million* 1.9 million*

NOTES: * Change is statistically significant at the 5% level

Coverage through CHAMPUS and Medicare are not shown because coverage rates for those coverage types among the nonelderly
change little year-to-year.

SOURCE: Urban Institute Analysis of the 2008 and 2010 American Community Survey

percentage point increase in the ESI coverage rate (Figure 11). Young adults did not gain Medicaid and CHIP
coverage as quickly as other age groups in this time period.

These gains for young adults created a
near-stabilization of ESI coverage rates
between 2010 and 2013 for all nonelderly
adults. For other adult groups, however,
ESI coverage losses continued, resulting in
700,000 adults ages 26 to 64 losing ESI
coverage between 2010 and 2013.
Similarly, nearly all of the decrease in the
uninsured rate and number uninsured seen
among nonelderly adults between 2010
and 2013 was among young adults. While
the ACA policy had the intended effect of
decreasing the uninsured rate among
young adults, it masked a continued trend
of loss in ESI coverage among other age
groups.

Figure 11
Percentage point changes in health insurance coverage
among nonelderly adults by age, 2010-2013

W Employer M Medicaid and State B Private Nongroup [ Uninsured

All adults 19-25 26-45 46-64

6.7%*

-6.7%*

Change in 3.4 million* 1.1 million* 0.7 million* 1.6 million*

Population
Change in
uninsured

-1.1 million* -1.7 million* -0.1 million* 0.6 million*

NOTES: * Change is statistically significant at the 5% level

Coverage through CHAMPUS and Medicare are not shown because coverage rates for those coverage types among the nonelderly
change little year-to-year.

SOURCE: Urban Institute Analysis of the 2010 and 2013 American Community Survey
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The pattern of coverage for children under age 19 is different from that of adults, primarily due to greater

access to Medicaid and CHIP coverage. During the recession, children were more likely to lose access to ESI

than adults. Between 2008 and 2010, the ESI coverage rate for children fell 4.2 percentage points, from 54.7

percent to 50.5 percent (Figure 12). Most of
this loss of ESI was among low-income
children and was more than made up for by
increases in Medicaid and CHIP coverage.
The Medicaid and CHIP coverage rate for
children increased from 31.7 percent to
37.5 percent in this time period, meaning
4.6 million additional children were
covered in those programs, 4.5 million of
whom had family incomes below 138
percent of the FPL. Overall, the uninsured
rate for children actually declined during
the recession, from 9.2 percent to 8.0
percent, and 1 million fewer children were
uninsured in 2010 than in 2008.

Figure 12
Percentage point changes in health insurance coverage
among children, 2008-2013

B Employer B Medicaid and State B Private Nongroup O Uninsured

2008-2010
5.8%*

2010-2013

0.0%

-1.0%*

-4.2%*

Change in 0.2 million* -0.7 million*
Population
Change in

uninsured

-1.0 million* -0.8 million*

NOTES: * Change is statistically significant at the 5% level

Coverage through CHAMPUS and Medicare are not shown because coverage rates for those coverage types among the nonelderly
change little year-to-year.

SOURCE: Urban Institute Analysis of the 2008-2013 American Community Survey

The economic recovery from 2010 to 2013 showed a similar pattern for children (Figure 12). The ESI coverage

rate among children continued to fall, from 50.5 percent in 2010 to 49.1 percent in 2013. This continued

reduction in ESI coverage was spread across all income groups. However, this loss of ESI coverage was more

than made up for by continued gains in Medicaid and CHIP coverage, which increased from 37.5 percent in
2010 to 39.8 percent in 2013. Overall, 800,000 fewer children were uninsured in 2013 than in 2010, 700,000

of whom had with family incomes below 138 percent of the FPL. The uninsured rate for children with family

incomes above 400 percent of the FPL increased 0.3 percentage points between 2010 and 2013, largely due to

losses of ESI coverage in that income group
(data not shown).

The increases in Medicaid and CHIP
coverage rates for children seen during the
Great Recession and recovery have reduced
the disparity in the uninsured rate among
children by income (Figure 13). In 2008,
children in families with income of less
than 138 percent of the FPL had an
uninsured rate of 13.8 percent, versus 2.6
percent for those in families with incomes
above 400 percent of the FPL. By 2013, the
uninsured rate for low-income children was
down to 8.9 percent, compared to 2.4
percent for higher-income children.

Figure 13

Trend in the uninsured rate among children, 2008-2013

—e—Family income at or below 138% FPL  —#~Family income 138-400% FPL Family income 400% FPL and above

13.8%

11.3%

9.3% 9%
G -
8.2% S 2 8%
2.6% 2.1% 2.1% 2.4%
2008 2010 2012 2013

SOURCE: Urban Institute Analysis of the 2008-2013 American Community Survey
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Changes in Coverage by Other Demographic Characteristics

There are two important demographic trends in the United States that affect health insurance coverage among
the nonelderly. First, racial and ethnic minority populations have grown. Between 2008 and 2013, the non-
Hispanic White population shrank by 5.4 million people, while the Hispanic population grew by 6.4 million
people. The non-Hispanic Black population also grew by 1.5 million people during this time period, and other
racial and ethnic groups also grew by 3.8 million people."” Hispanics and non-Hispanic Blacks have lower rates
of ESI and higher uninsured rates than non-Hispanic Whites, so increases in the size of these populations tend
to increase the uninsured rate and the number of uninsured. Second, the US population has shifted
geographically. The Northeast and Midwest saw almost no population growth between 2008 and 2013, while
the South and West grew by 4.3 million people and 1.9 million people, respectively. On average, the South and
West have lower ESI coverage rates and higher uninsured rates than the Northeast and Midwest. In addition,
states that have not expanded Medicaid under the ACA are concentrated in these regions, which will exacerbate
the regional disparities in uninsured rates in 2014.

Between 2008 and 2010, non-Hispanic Blacks and Hispanics had more substantial reductions in ESI coverage
than non-Hispanic Whites (Figure 14).

Figure 14
Percentage point changes in health insurance coverage by
race and ethnicity, 2008-2010

HEmployer B Medicaid and State B Private Nongroup O Uninsured

While some of this disparity was made up
by increases in public coverage, overall 2.3
of the 3.5 million people who lost coverage
between 2008 and 2010 were people of White, non-Hispanic  Black, non-Hispanic Hispanic Other, non-Hispanic
color. The increases in the uninsured rate a0%" a0%"

were concentrated among low-income
people of all racial and ethnic groups. Non-
Hispanic Whites over 400 percent of the
FPL fared best during the recession,
experiencing an increase in the ESI

coverage rate and 400 000 fewer Change in -3.0 million* 1.0 million* 3.7 million* 2.1 million*
)

Population
Change in 1.1 million* 0.5 million* 1.3 million* 0.5 million*

uninsured (data not shown). uninsured

NOTES: * Change is statistically significant at the 5% level

Coverage through CHAMPUS and Medicare are not shown because coverage rates for those coverage types among the nonelderly
change little year-to-year.

SOURCE: Urban Institute Analysis of the 2008 and 2010 American Community Survey
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As the economy recovered between 2010
and 2013, the uninsured rate fell for all
racial and ethnic groups, largely due to
increases in public coverage (Figure 15).
Hispanics saw the largest percentage point
decrease in the uninsured rate, from 32.2
percent in 2010 to 29.7 percent in 2013.
This is due to increases in both public
coverage and ESI coverage among the
Hispanic population.

Between 2008 and 2013, the gap in the
uninsured rate between non-Hispanic
whites and Hispanics narrowed, from 19.6
percentage points in 2008 to 17.1
percentage points in 2013 (Figure 16). Most
of this narrowing was due to increases in
the Medicaid coverage rate for Hispanics,
from 24.2 percent in 2008 to 29.8 percent
in 2013, a gain of 4.4 million Hispanic
Medicaid enrollees (Figures 14 and 15).
Despite these gains, the uninsured rate for
Hispanics remained more than double that
for non-Hispanic Whites in 2013. The gap
in the uninsured rate between non-
Hispanic Whites and non-Hispanic Blacks
remained virtually unchanged, narrowing
by only 0.2 percentage points.

Figure 15
Percentage point changes in health insurance coverage by
race and ethnicity, 2010-2013

W Employer M Medicaid and State B Private Nongroup [ Uninsured

White, non-Hispanic Black, non-Hispanic Hispanic Other, non-Hispanic

1.6%*
0.8%* 0.9%* 0.7%* o 0.8%*

-2.6%*

Change in -2.3 million* 0.5 million* 2.7 million* 1.8 million*

Population
Change in
uninsured

-1.4 million* -0.2 million* -0.4 million* 0.0 million*

NOTES: * Change is statistically significant at the 5% level #Change is statistically significant at the 10% level

Coverage through CHAMPUS and Medicare are not shown because coverage rates for those coverage types among the nonelderly
change little year-to-year.

SOURCE: Urban Institute Analysis of the 2010 and 2013 American Community Survey

Figure 16
Trends in the uninsured rate by race and ethnicity, 2008-
2013

—4—White, non-Hispanic - Black, non-Hispanic Hispanic Other, non-Hispanic

32.0% 32.2%

30.2% 29.7%

18.7% 19.7% 18.7% 18.7%
17.2% 17.9% 17.1% 16.7%

12.4% 13.3% 12.8% 12.6%

2008 2010 2012 2013

SOURCE: Urban Institute Analysis of the 2008-2013 American Community Survey
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The effects of the recession and recovery on
health insurance coverage were not
consistent across the country, as shown in
Figures 17 and 18. Between 2008 and 2010,
the Midwest saw the largest losses of ESI
coverage, from 66.3 percent to 61.9
percent, and the largest increase in the
uninsured rate, from 12.9 percent to 14.2
percent (Figure 17). The Northeast fared
the best in the early years of the recession,
with only 400,000 additional uninsured.
This was due, in part, to slightly larger
percentage point gains in Medicaid
coverage in the Northeast, which
traditionally has higher income thresholds

for adults and children than the South or West.

During the recovery, the Northeast saw the
largest continued reduction in ESI
coverage, resulting in approximately
500,000 fewer Northeast residents with
ESI in 2013 than in 2010 (Figure 18). The
South and West saw the largest percentage
point decreases in the uninsured rate (1.1
percent), largely due to gains in public
coverage. In addition, population shifts
between regions continued between 2010
and 2013, with the Midwest experiencing a
net population loss, the Northeast
experiencing no net change in population,
and the South and West each increasing in
population by a million or more people.

Figure 17
Percentage point changes in health insurance coverage by
region, 2008-2010

M Employer B Medicaid and State M Private Nongroup O Uninsured

Northeast Midwest South West

3.1%* 3.0%*

2.7%* 2.8%*

-0.3%* -0.4%*

-3.7%* -3.6%*

0.2 million* 2.5 million* 0.9 million*

0.1 million*

Change in
Population
Change in
uninsured

0.4 million* 0.8 million* 1.6 million* 0.7 million*

NOTES: * Change is statistically significant at the 5% level

Coverage through CHAMPUS and Medicare are not shown because coverage rates for those coverage types among the nonelderly
change little year-to-year.

SOURCE: Urban Institute Analysis of the 2008 and 2010 American Community Survey

Figure 18
Percentage point changes in health insurance coverage by
region, 2010-2013

B Employer M Medicaid and State B Private Nongroup O Uninsured

Northeast Midwest South West

1.2%* 1.0%* 1.2%* 1.1%*

0.1%"

-0.5%* N
-1.0%* -0.9% S1.1%* S1.1%*

Change in 0.0 million* -0.2 million* 1.9 million* 1.0 million*

Population
Change in
uninsured

-0.2 million* -0.6 million* -0.7 million* -0.5 million*

NOTES: * Change is statistically significant at the 5% level

Coverage through CHAMPUS and Medicare are not shown because coverage rates for those coverage types among the nonelderly
change little year-to-year.

SOURCE: Urban Institute Analysis of the 2010 and 2013 American Community Survey

The effect of the recovery between 2010 and 2013 on insurance coverage also differed substantially by state

(see Appendix A, Table 7 for uninsured rates by state). Overall, the uninsured rate declined in 39 states and

increased in 12 states between 2010 and 2013. Oregon had largest percentage point decrease in the uninsured

rate (2.3 percentage points), while Alaska had the highest percentage point increase (1.2 percentage points). In

all but 4 states, the Medicaid and CHIP coverage rate increased between 2010 and 2013. Montana had the

largest percentage point increase in Medicaid coverage (3.7 percentage points), and Alaska had the largest

decline (1.8 percentage points). Finally, ESI coverage rates increased in 17 states and declined in 34 states.

Wyoming had the largest increase in ESI at 3.2 percentage points, and Connecticut had the largest decline at

3.3 percentage points.
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Changes in Coverage among Workers

Between 2008 and 2010, the total number
of workers aged 18 to 64 declined from
140.4 million to 133.1 million. . Overall,
between 2008 and 2010, workers
experienced a decline in ESI coverage from
72.4 percent to 70.8 percent, which
translates to a loss of ESI coverage for 7.5
million workers (Figure 19). This ESI loss
was partially mitigated by increases in
Medicaid coverage for low-income workers,
but overall the uninsured rate for workers
rose 0.9 percentage points. More workers
in “low ESI” industries lost ESI than those
in “high EST” industries (4.6 million and
2.8 million, respectively).’® From 2008 to
2010, the low ESI industries saw a larger

decline in the number of workers than high ESI industries (4.4 million and 2.9 million, respectively). Because

Figure 19
Percentage point changes in health insurance coverage
among workers, by industry, 2008-2010

mEmployer M Medicaid and State M Private Nongroup [ Uninsured
High ESI industries

Non-elderly adult workers Low ESlI industries

1.3%*

0.9%* 0.8%*

0.6%*

0.3%*

0.3%*

-0.1%* -0.1%"

-0.8%*

-1.6%*

-2.0%*

Change in -7.3 million* -2.9 million* -4.4 million*

Population
Change in

uninsured

0.0 million -0.1 million 0.1 million

NOTES: * Change is statistically significant at the 5% level # Change is statistically significant at the 10% level.

Coverage through CHAMPUS and Medicare are not shown because coverage rates for those coverage types among the nonelderly
change little year-to-year.

SOURCE: Urban Institute Analysis of the 2008 and 2010 American Community Survey

of the decline in the number of workers, the total number of uninsured workers was flat between 2008 and

2010 despite an increase in the uninsured rate.

Between 2010 and 2013, the number of workers recovered from 133.1 million to 138.0 million. This increase

was concentrated in low ESI industries, which grew by 4.2 million workers between 2010 and 2013. The rate of

ESI coverage among all workers also continued to decline between 2010 and 2013, dropping from 70.8 percent

to 70.2 percent in that time period (Figure
20). The decline in the ESI coverage rate
was more substantial for high ESI
industries, where the ESI coverage rate fell
by 0.8 percentage points. Workers in high
ESI industries saw an increase in the
uninsured rate between 2010 and 2013,
and 200,000 more were uninsured.
Workers in low ESI industries, conversely,
had a 0.6 percentage point reduction in the
uninsured rate between 2010 and 2013 due
to increases in Medicaid coverage.
However, because of the population growth
in low ESI industries, there were 400,000
more workers in low ESI industries without
health insurance in 2013 than in 2010.

Figure 20
Percentage point changes in health insurance coverage
among workers, by industry, 2010-2013

HEmployer M Medicaid and State B Private Nongroup O Uninsured

Non-elderly adult workers High ESI industries Low ESl industries

0.6%* 0.7%*

96+
0.1%* O-3%" 194 0.2%* 0.0%
0.2%* 0.2%"

-0.6%* -0.6%*

-0.8%*

Change in 4.8 million* 0.7 million* 4.2 million*
Population
Change in

uninsured

0.6 million 0.2 million 0.4 million

NOTES: * Change is statistically significant at the 5% level # Change is statistically significant at the 10% level.

Coverage through CHAMPUS and Medicare are not shown because coverage rates for those coverage types among the nonelderly
change little year-to-year.

SOURCE: Urban Institute Analysis of the 2010 and 2013 American Community Survey
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Conclusion

The coverage provisions of the ACA that went into effect on January 1, 2014 were primarily designed to
increase health insurance coverage among low-to middle-income adults. These provisions include both the
establishment of Health Insurance Marketplaces to provide subsidized private non-group health insurance
and, in 28 states and the District of Columbia, an expansion of Medicaid eligibility to adults up to 138 percent
of the FPL. The 2013 American Community Survey does not capture these expansions, though it does capture
early expansions of Medicaid by four states and the expansion of dependent coverage to young adults. Despite
capturing some of the early coverage expansions under the ACA, the 2013 ACS serves as a final, albeit
imperfect, baseline against which to measure the coverage shifts resulting from the major coverage expansions
in the ACA. In addition, the 2013 ACS provides the opportunity to clarify trends in coverage during the
economic recovery that preceded the major ACA coverage expansions.

The Great Recession led to a significant increase in the uninsured rate and accelerated the decline in ESI
coverage, particularly among those with incomes below 138 percent of the FPL. Since 2010, the recovery has
steadily improved uninsured rates, but ESI coverage has continued to decline, albeit at a slower rate, for
children and adults aged 26 and older. Adults aged 19 to 25 experienced significant growth in ESI from 2010 to
2013 due to the ACA policy allowing young adults to continue receiving insurance through their parents’ plan
until age 26. In addition, most of the growth in employment between 2010 and 2013 was in low ESI industries,
and the average ESI coverage rate in those industries was 20 percentage points below that for high ESI
industries in 2013 (63.2 percent and 83.2 percent, respectively).

The increases in the uninsured rate during the Great Recession occurred mostly among low-income families,
and the reductions in the uninsured rate during the recovery have primarily been through growth in Medicaid
and CHIP. Coverage for children, in particular, was stabilized by growth in Medicaid and CHIP enrollment that
offset losses in ESI coverage. While adult enrollment in Medicaid grew by 2.6 percentage points between 2008
and 2013, the effect was less pronounced than the 8.1 percentage point growth for children, likely due to lower
eligibility levels for adults than for children.

As the ACA is fully implemented, ESI will remain the largest source of insurance coverage for Americans.
However, much of the growth in coverage under the ACA is expected to come from Medicaid enrollment and
increases in private non-group health insurance coverage purchased through the Health Insurance
Marketplaces. It is therefore important to continue to track trends in ESI coverage alongside coverage gains in
Medicaid and private non-group health insurance under the ACA to fully understand the effects of the ACA on
health insurance coverage.

This issue brief was prepared by Laura Skopec, John Holahan, and Megan McGrath of the Urban Institute
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Appendix A: Data Tables

TABLE 1: CHANGE IN HEALTH INSURANCE COVERAGE AMONG THE NONELDERLY BY INCOME, 2008-2013

All incomes

(millions of people) 261.4  265.1 3.72 267.8 2.7

Employer 61.0% 57.1% -3.9%" -8.22 56.6% -0.5% 0.3

Medicaid and State 15.3% 18.2% 2.9%" 8.12 19.3% 1.1% 3.5
CHAMPUS/Medicare 2.4% 2.6% 0.3%" 0.82 2.8% 0.2% 0.6°
Private Non-group 4.5% 4.2% -0.2%" -0.52 4.3% 0.0% 0.2°
Uninsured 16.8% 17.9% 1.1% 3.5a 16.9% -0.9% -2.0°
Less than 138% FPL 71.6 85.9 14.3a 89.2 3.3a
Employer 21.0% 18.9% -2.1%" 1.22 20.8% 1.9% 2.3?
Medicaid and State 41.6% 43.6% 2.0%" 7.73 44.7% 1.1% 2.4°
CHAMPUS/Medicare 3.0% 2.9% -0.1% 0.42 3.1% 0.2% 0.2°
Private Non-group 3.3% 3.2% -0.1%" 0.4a 3.0% -0.2% -0.12
Uninsured 31.0% 31.4% 0.3%" 4.7 28.4% -2.9% -1.6°
138 to 400% FPL 99.6 97.1 -2.52 96.7 -0.3

Employer 65.5% 64.6% -0.9%" -2.5a 63.8% -0.8% -1.0°
Medicaid and State 9.3% 10.1% 0.8%" 0.62 11.1% 1.0% 0.9°
CHAMPUS/Medicare 2.6% 3.0% 0.4%" 0.32 3.3% 0.3% 0.3¢
Private Non-group 4.7% 4.6% 0.0% -0.22 4.7% 0.1% 0.1

Uninsured 17.9% 17.6% -0.3%" -0.72 17.1% -0.5% -0.6°
400% FPL and above 90.2 82.2 -82 81.9 -0.3

Employer 87.9% 88.1% 0.3%" -6.82 87.2% -0.9% -1.0°
Medicaid and State 1.2% 1.2% 0.0% -0.12 1.4% 0.2% 0.2°
CHAMPUS/Medicare 1.6% 1.9% 0.3% 0.12 2.0% 0.1% 0.1°
Private Non-group 5.2% 4.9% -0.3% -0.72 5.1% 0.3% 0.2°
Uninsured 4.2% 4.0% -0.3%" -0.62 4.3% 0.3% 0.2°

Source: Analysis of the Urban Institute's Health Policy Center's American Community Survey (ACS) Medicaid/CHIP Simulation Model
based on data from the Integrated Public Use Microdata Series (IPUMS) from 2010 and 2013.

Note: Excludes persons aged 65 and older and those in the Armed Forces. Estimates reflect an adjustment for the misreporting of
coverage on the ACS.

* Indicates change in percent of people is statistically significant (at the 95% confidence level).
# Indicates change in percent of people is statistically significant (at the 90% confidence level)
a Indicates change in numbers of people is statistically significant (at the 95% confidence level).
b Indicates change in numbers of people is statistically significant (at the 90% confidence level).
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TABLE 2: CHANGE IN HEALTH INSURANCE COVERAGE AMONG NONELDERLY ADULTS BY INCOME, 2008 -
2013

All incomes a a
(millions of people) 183.0 186.5 3.5 189.9 3.4
Employer 63.7% 59.9% -3.9% -5.0° 59.7% -0.1% 1.8°
Medicaid and State 8.3% 10.1% 1.7% 3.5° 10.9% 0.9% 2.0°
CHAMPUS/Medicare 2.7% 3.0% 0.3% 0.7° 3.3% 0.3% 0.6°
Private Non-group 5.2% 5.0% -0.2% -0.1° 5.0% 0.0% 0.1°
Uninsured 20.0%  22.0% 2.0% 4.4° 21.0% -1.0% -1.1°
Less than 138% FPL 45.0 54.9 9.9° 58.3 3.5
Employer 23.6% 21.5% -2.2% 1.1° 24.5% 3.0% 2.5°
Medicaid and State 26.4%  27.4% 1.0% 3.2° 28.6% 1.2% 1.6°
CHAMPUS/Medicare 4.1% 3.9% -0.2% 0.3? 4.1% 0.2% 0.3°
Private Non-group 4.5% 4.4% -0.1% 0.4° 4.1% -0.4% -0.17
Uninsured 41.3% 42.8% 1.5% 4.9° 38.7% -4.0% -0.9°
138 to 400% FPL 68.6 68.0 -0.6° 68.2 0.2

Employer 65.8% 64.7% -1.2% -1.2° 64.6% -0.1% 0.1

Medicaid and State 4.2% 4.7% 0.6% 0.4° 5.1% 0.4% 0.3°
CHAMPUS/Medicare 2.8% 3.3% 0.5% 0.3° 3.7% 0.3% 0.2°
Private Non-group 5.6% 5.6% 0.0% 0.0 5.6% 0.1% 0.1

Uninsured 21.6%  21.7% 0.1% -0.1 21.0% -0.7% -0.4°
400% FPL and above 69.3 63.6 -5.7° 63.4 -0.3

Employer 87.7% 87.8% 0.1% -4.9° 87.0% -0.8% -0.8?
Medicaid and State 0.7% 0.8% 0.1% 0.0 0.9% 0.1% 0.1°
CHAMPUS/Medicare 1.6% 1.9% 0.3% 0.1° 2.0% 0.1% 0.1°
Private Non-group 5.2% 5.0% -0.2% -0.5° 5.3% 0.3% 0.2°
Uninsured 4.8% 4.5% -0.3% -0.4° 4.8% 0.3% 0.2°

Source: Analysis of the Urban Institute's Health Policy Center's American Community Survey (ACS) Medicaid/CHIP Simulation Model
based on data from the Integrated Public Use Microdata Series (IPUMS) from 2010 and 2013.

Note: Excludes persons aged 65 and older and those in the Armed Forces. Estimates reflect an adjustment for the misreporting of
coverage on the ACS.

* Indicates change in percent of people is statistically significant (at the 95% confidence level).
# Indicates change in percent of people is statistically significant (at the 90% confidence level)
a Indicates change in numbers of people is statistically significant (at the 95% confidence level).
b Indicates change in numbers of people is statistically significant (at the 90% confidence level).
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TABLE 3: CHANGE IN HEALTH INSURANCE COVERAGE AMONG NONELDERLY ADULTS BY AGE, 2008-2013

All nonelderly

adults 183.0 186.5 3.5 189.9 3.4
Employer 63.7% 59.9% -3.9% -5.0° 59.7% -0.1% 1.8°
Medicaid and State 8.3% 10.1% 1.7%" 3.5¢ 10.9% 0.9% 2.0°
CHAMPUS/Medicare 2.7% 3.0% 0.3%" 0.7° 3.3% 0.3% 0.6*
Private Non-group 5.2% 5.0% -0.2%" -0.1° 5.0% 0.0% 0.1°
Uninsured 20.0%  22.0% 2.0% 4.4° 21.0% -1.0% -1.1°
Ages 19-25 28.9 29.6 0.7° 30.7 1.1°
Employer 50.5% 46.2% -4.2% -0.9° 53.0% 6.7% 2.6°
Medicaid and State 9.8% 12.0% 2.1% 0.7¢ 12.1% 0.1% 0.2°
CHAMPUS/Medicare 1.6% 1.9% 0.3% 0.1° 2.0% 0.1% 0.1°
Private Non-group 7.7% 7.7% 0.0% 0.1° 7.5% -0.3% 0.0
Uninsured 30.4% 32.2% 1.8%" 0.7° 25.5% -6.7% -1.7°
Ages 26-45 81.4 80.6 -0.8° 81.3 0.7%
Employer 64.1% 59.8% -4.3%" -4.0° 58.7% -1.0% -0.4°
Medicaid and State 8.5% 10.4% 1.9%" 1.5° 11.4% 1.0% 0.9°
CHAMPUS/Medicare 1.5% 1.7% 0.2%" 0.2° 2.0% 0.3% 0.2°
Private Non-group 3.8% 3.6% -0.2% -0.2® 3.6% 0.0% 0.0
Uninsured 22.1%  24.5% 2.4%" 1.7¢ 24.2% -0.3% -0.1

Ages 46-64 72.7 76.3 3.6% 78.0 1.6°
Employer 68.6% 65.2% -3.4%" -0.1 63.4% -1.8% -0.3°
Medicaid and State 7.6% 9.0% 1.4% 1.3° 10.0% 1.0% 0.9°
CHAMPUS/Medicare 4.4% 4.8% 0.4% 0.4* 5.1% 0.3% 0.3°
Private Non-group 5.7% 5.5% -0.2% 0.0 5.5% 0.0% 0.1°
Uninsured 13.6% 15.5% 1.9%" 1.9° 16.0% 0.5% 0.6*

Source: Analysis of the Urban Institute's Health Policy Center's American Community Survey (ACS) Medicaid/CHIP Simulation Model
based on data from the Integrated Public Use Microdata Series (IPUMS) from 2010 and 2013.

Note: Excludes persons aged 65 and older and those in the Armed Forces. Estimates reflect an adjustment for the misreporting of
coverage on the ACS.

* Indicates change in percent of people is statistically significant (at the 95% confidence level).
# Indicates change in percent of people is statistically significant (at the 90% confidence level)
a Indicates change in numbers of people is statistically significant (at the 95% confidence level).
b Indicates change in numbers of people is statistically significant (at the 90% confidence level).
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TABLE 4: CHANGE IN HEALTH INSURANCE COVERAGE AMONG CHILDREN BY INCOME, 2008-2013

All incomes (millions

of people) 78.4 78.6 0.2 77.9 -0.7
Employer 54.7% 50.5% -4.2%" -3.2° 49.1% -1.5% -1.52
Medicaid and State 31.7% 37.5% 5.8% 4.6° 39.8% 2.4% 1.6°
CHAMPUS/Medicare 1.6% 1.7% 0.1%* 0.1° 1.8% 0.1% 0.0°
Private Non-group 2.8% 2.3% -0.5%" 0.0° 2.4% 0.0% 0.0
Uninsured 9.2% 8.0% -1.2% -1.0° 7.0% -1.0% -0.8°
Less than 138% FPL 26.6 31.0 4.4° 30.8 -0.2
Employer 16.6% 14.3% -2.2% 0.0 13.7% -0.6% -0.2°
Medicaid and State 67.3% 72.3% 5.0%" 4.5° 75.4% 3.1% 0.8°
CHAMPUS/Medicare 1.1% 1.1% 0.1%* 0.1° 1.1% -0.1% 0.0
Private Non-group 1.3% 1.0% -0.3%" 0.0° 0.9% -0.1% 0.0°
Uninsured 13.8% 11.3% -2.5% -0.2° 8.9% -2.3% -0.7°
138 to 400% FPL 30.9 29.1 -1.9° 28.5 -0.5°
Employer 64.7% 64.5% -0.2% -1.32 61.9% -2.6% -1.12
Medicaid and State 20.6% 22.7% 2.0% 0.2° 25.3% 2.7% 0.6°
CHAMPUS/Medicare 2.2% 2.3% 0.0% 0.0 2.5% 0.3% 0.1°
Private Non-group 2.7% 2.4% -0.3% 0.0° 2.4% 0.1% 0.0
Uninsured 9.7% 8.2% -1.5%" -0.6° 7.8% -0.4% -0.2°
400% FPL and above 20.9 18.6 -2.3° 18.6 0.0
Employer 88.4% 89.2% 0.7%" -1.9° 88.0% -1.2% -0.2°
Medicaid and State 2.6% 2.5% 0.0% -0.1° 3.2% 0.6% 0.1°
CHAMPUS/Medicare 1.5% 1.8% 0.3% 0.0 1.8% 0.0% 0.0
Private Non-group 4.9% 4.4% -0.5% 0.0* 4.7% 0.2% 0.0°
Uninsured 2.6% 2.1% -0.5%" -0.1° 2.4% 0.3% 0.1°

Source: Analysis of the Urban Institute's Health Policy Center's American Community Survey (ACS) Medicaid/CHIP Simulation Model
based on data from the Integrated Public Use Microdata Series (IPUMS) from 2010 and 2013.

Note: Excludes persons aged 65 and older and those in the Armed Forces. Estimates reflect an adjustment for the misreporting of
coverage on the ACS.

* Indicates change in percent of people is statistically significant (at the 95% confidence level).
# Indicates change in percent of people is statistically significant (at the 90% confidence level)
a Indicates change in numbers of people is statistically significant (at the 95% confidence level).
b Indicates change in numbers of people is statistically significant (at the 90% confidence level).

Health Insurance Coverage in 2013: Gains in Public Coverage Continue to Offset Loss of Private Insurance 18



TABLE 5: CHANGE IN HEALTH INSURANCE COVERAGE AMONG THE NONELDERLY BY RACE AND
ETHNICITY, 2008-2013

White, non-Hispanic 165.9 162.9 -3.0° 160.5 -2.3°
Employer 69.0% 66.0% -3.0%" -7.0° 65.5% -0.4% -2.3°
Medicaid and State 10.6% 12.6% 2.0%" 3.0° 13.4% 0.8% 1.0°
CHAMPUS/Medicare 2.5% 2.8% 0.3%" 0.4° 3.1% 0.3% 0.4°
Private Non-group 5.5% 5.3% -0.2%" -0.5° 5.3% 0.0% -0.1

Uninsured 12.4% 13.3% 0.9%" 1.1° 12.6% -0.7% -1.42
Black, non-Hispanic 32.4 33.4 1.02 33.9 0.5°
Employer 49.0% 43.9% -5.1%" -1.2° 43.7% -0.2% 0.2°
Medicaid and State 27.4% 31.4% 4.0%" 1.6° 32.3% 0.9% 0.5°
CHAMPUS/Medicare 2.9% 3.3% 0.4% 0.2° 3.5% 0.2% 0.1°
Private Non-group 1.9% 1.7% -0.2%" -0.1° 1.7% 0.1% 0.0°
Uninsured 18.7% 19.7% 1.0%" 0.5° 18.7% -1.0% -0.2°
Hispanic 43.6 47.3 3.7° 50.0 2.7°
Employer 40.4% 36.2% -4.2%" -0.5° 36.9% 0.7% 1.3¢
Medicaid and State 24.2% 28.2% 4.0%" 2.8° 29.8% 1.6% 1.6°
CHAMPUS/Medicare 1.5% 1.6% 0.1%" 0.1° 1.7% 0.1% 0.1°
Private Non-group 2.0% 1.8% -0.1% 0.0 2.0% 0.1% 0.1°
Uninsured 32.0% 32.2% 0.2% 1.3° 29.7% -2.6% -0.42
Other, non-Hispanic 19.5 21.6 2.1° 23.4 1.8°
Employer 59.2% 56.2% -2.9%" 0.6° 56.5% 0.3% 1.1°
Medicaid and State 16.0% 18.2% 2.2% 0.8 19.0% 0.8% 0.5°
CHAMPUS/Medicare 2.2% 2.3% 0.1% 0.1° 2.4% 0.1%" 0.1°
Private Non-group 5.5% 5.4% -0.1% 0.1° 5.3% -0.1% 0.1°
Uninsured 17.2% 17.9% 0.7%" 0.5 16.7% -1.2% 0.0

Source: Analysis of the Urban Institute's Health Policy Center's American Community Survey (ACS) Medicaid/CHIP Simulation Model
based on data from the Integrated Public Use Microdata Series (IPUMS) from 2010 and 2013.

Note: Excludes persons aged 65 and older and those in the Armed Forces. Estimates reflect an adjustment for the misreporting of
coverage on the ACS.

* Indicates change in percent of people is statistically significant (at the 95% confidence level).
# Indicates change in percent of people is statistically significant (at the 90% confidence level)
a Indicates change in numbers of people is statistically significant (at the 95% confidence level).
b Indicates change in numbers of people is statistically significant (at the 90% confidence level).
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TABLE 6: CHANGE IN HEALTH INSURANCE COVERAGE AMONG THE NONELDERLY BY REGION, 2008-2013

Northeast 46.9 47.1 0.2° 47.1 0.0°
Employer 66.9% 63.2% -3.7% -1.6° 62.2% -1.0% -0.5°
Medicaid and State 16.2%  19.3% 3.1% 1.5° 20.5% 1.2% 0.6*
CHAMPUS/Medicare 1.4% 1.5% 0.1%* 0.0° 1.7% 0.2% 0.12
Private Non-group 3.9% 3.7% -0.2%" 0.0° 3.8% 0.1% 0.0
Uninsured 11.6% 12.3% 0.8%" 0.4* 11.9% -0.5% -0.2°
Midwest 57.2 57.3 0.1° 57.2 -0.2°
Employer 66.3% 61.9% -4.5% -2.5° 61.5% -0.4%" -0.32
Medicaid and State 14.7% 17.7% 3.0%" 1.7¢ 18.7% 1.0% 0.5°
CHAMPUS/Medicare 1.7% 1.9% 0.2%" 0.1° 2.1% 0.2% 0.1°
Private Non-group 4.3% 4.3% 0.0% 0.0 4.4% 0.1%" 0.1

Uninsured 12.9% 14.2% 1.3%" 0.8° 13.3% -0.9% -0.6°
South 95.6 98.1 2.5° 100.0 1.92
Employer 57.1% 53.3% -3.9%" -2.4° 52.9% -0.3% 0.7°
Medicaid and State 15.2% 17.9% 2.7%" 3.0° 19.1% 1.2% 1.52
CHAMPUS/Medicare 3.3% 3.6% 0.3%" 0.4° 3.9% 0.2% 0.3*
Private Non-group 4.2% 4.0% -0.3% -0.1° 3.9% 0.0% 0.1

Uninsured 20.2% 21.3% 1.1% 1.6° 20.2% -1.1% -0.7°
West 61.7 62.6 0.9° 63.6 1.0°
Employer 57.7% 54.1% -3.6%" -1.7¢ 54.0% -0.1% 0.5°
Medicaid and State 15.5% 18.4% 2.8% 1.9° 19.5% 1.1% 0.9°
CHAMPUS/Medicare 2.3% 2.5% 0.3%" 0.2° 2.7% 0.2% 0.1°
Private Non-group 5.5% 5.1% -0.4% -0.2° 5.0% -0.1% 0.0
Uninsured 19.1%  20.0% 0.9%" 0.7° 18.9% -1.1% -0.5°

Source: Analysis of the Urban Institute's Health Policy Center's American Community Survey (ACS) Medicaid/CHIP Simulation Model
based on data from the Integrated Public Use Microdata Series (IPUMS) from 2010 and 2013.

Note: Excludes persons aged 65 and older and those in the Armed Forces. Estimates reflect an adjustment for the misreporting of
coverage on the ACS.

* Indicates change in percent of people is statistically significant (at the 95% confidence level).
# Indicates change in percent of people is statistically significant (at the 90% confidence level)
a Indicates change in numbers of people is statistically significant (at the 95% confidence level).
b Indicates change in numbers of people is statistically significant (at the 90% confidence level).

Health Insurance Coverage in 2013: Gains in Public Coverage Continue to Offset Loss of Private Insurance 20



TABLE 7: CHANGE IN UNINSURANCE AMONG THE NONELDERLY BY STATE, 2010-2013

United States 47.3 17.9% 45.4 16.9% -0.9%* -2.0°
Alabama 0.7 17.3% 0.7 16.4% -0.8%# 0.0°
Alaska 0.1 19.3% 0.1 20.5% 1.2% 0.0
Arizona 1.1 19.7% 1.1 20.6% 0.9%* 0.1
Arkansas 0.5 20.2% 0.5 19.0% -1.2%# 0.0°
California 6.8 21.0% 6.5 19.7% -1.3%* -0.3°
Colorado 0.8 18.0% 0.7 16.1% -1.9%* -0.1°
Connecticut 0.3 10.5% 0.3 11.0% 0.5% 0.0
Delaware 0.1 11.8% 0.1 11.8% 0.0% 0.0
DC 0.0 9.1% 0.0 7.7% -1.3%# 0.0
Florida 3.9 25.7% 3.9 24.6% -1.1%* -0.1°
Georgia 1.9 22.0% 1.8 21.2% -0.8%* 0.0
Hawaii 0.1 8.9% 0.1 8.6% -0.3% 0.0
Idaho 0.3 20.7% 0.3 18.9% -1.8%* 0.0°
Illinois 1.8 15.8% 1.6 14.5% -1.3%* -0.2°
Indiana 0.9 16.9% 0.9 16.1% -0.8%* 0.0°
lowa 0.3 11.0% 0.3 10.5% -0.4% 0.0
Kansas 0.4 15.8% 0.4 14.6% -1.3%* 0.0?
Kentucky 0.7 17.7% 0.6 17.0% -0.7%# 0.0
Louisiana 0.8 20.3% 0.8 19.4% -1.0%* 0.0°
Maine 0.1 12.8% 0.1 13.6% 0.8% 0.0
Maryland 0.7 13.0% 0.6 11.8% -1.2%* -0.1°
Massachusetts 0.3 5.4% 0.3 4.8% -0.6%* 0.0*
Michigan 1.2 14.6% 1.1 13.2% -1.4%* -0.1°
Minnesota 0.5 10.3% 0.5 9.7% -0.5% 0.0
Mississippi 0.5 20.8% 0.5 19.7% -1.1%# 0.0?
Missouri 0.8 15.4% 0.8 15.4% 0.1% 0.0
Montana 0.2 20.3% 0.2 20.0% -0.3% 0.0
Nebraska 0.2 13.8% 0.2 12.4% -1.4%* 0.0°
Nevada 0.6 25.5% 0.6 23.5% -2.0%* 0.0?
New Hampshire 0.1 12.6% 0.1 12.6% 0.0% 0.0
New Jersey 1.1 15.2% 1.2 15.5% 0.3% 0.0
New Mexico 0.4 23.1% 0.4 22.5% -0.6% 0.0
New York 2.3 13.8% 2.1 12.7% -1.1%* -0.2°
North Carolina 1.6 19.4% 1.5 18.4% -1.0%* -0.12
North Dakota 0.1 11.9% 0.1 12.3% 0.3% 0.0
Ohio 1.4 14.1% 1.3 12.9% -1.3%* -0.1°
Oklahoma 0.7 21.9% 0.7 20.3% -1.5%* 0.0°
Oregon 0.7 20.1% 0.6 17.8% -2.3%* -0.1°
Pennsylvania 1.3 12.2% 1.2 11.7% -0.5%* -0.1°
Rhode Island 0.1 14.1% 0.1 14.1% 0.0% 0.0
South Carolina 0.8 20.4% 0.7 18.6% -1.8%* -0.1°
South Dakota 0.1 14.0% 0.1 14.7% 0.6% 0.0
Tennessee 0.9 16.7% 0.9 16.4% -0.3% 0.0
Texas 5.8 26.3% 5.7 24.5% -1.7%* -0.2°
Utah 0.4 17.1% 0.4 14.9% -2.2%* 0.0°

Health Insurance Coverage in 2013: Gains in Public Coverage Continue to Offset Loss of Private Insurance

21



TABLE 7: CHANGE IN UNINSURANCE AMONG THE NONELDERLY BY STATE, 2010-2013

Vermont 0.0 9.4% 0.0 8.3% -1.1% 0.0
Virginia 1.0 14.6% 1.0 14.3% -0.3% 0.0
Washington 0.9 16.3% 1.0 16.5% 0.2% 0.0
West Virginia 0.3 17.3% 0.2 16.3% -0.9% 0.0°
Wisconsin 0.5 11.2% 0.5 10.8% -0.4% 0.0
Wyoming 0.1 16.7% 0.1 15.2% -1.6% 0.0

Source: Analysis of the Urban Institute's Health Policy Center's American Community Survey (ACS) Medicaid/CHIP Simulation Model
based on data from the Integrated Public Use Microdata Series (IPUMS) from 2010 and 2013.

Note: Excludes persons aged 65 and older and those in the Armed Forces. Estimates reflect an adjustment for the misreporting of
coverage on the ACS.

* Indicates change in percent of people is statistically significant (at the 95% confidence level).
# Indicates change in percent of people is statistically significant (at the 90% confidence level)
a Indicates change in numbers of people is statistically significant (at the 95% confidence level).
b Indicates change in numbers of people is statistically significant (at the 90% confidence level).
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TABLE 8: CHANGE IN HEALTH INSURANCE COVERAGE AMONG WORKERS BY INDUSTRY, 2008-2013

All workers 140.4 133.1 -7.3% 138.0 4.8°
Employer 72.4%  70.8% -1.6%" -7.5° 70.2% -0.6% 2.6°
Medicaid and State 4.3% 4.9% 0.6%" 0.5° 5.5% 0.6% 1.1°
CHAMPUS/Medicare 1.3% 1.5% 0.1% 0.1° 1.6% 0.2% 0.3°
Private Non-group 4.8% 4.7% -0.1%" -0.4° 4.8% 0.1%" 0.3®
Uninsured 17.2% 18.1% 0.9%" 0.0 17.9% -0.2% 0.6°
High ESI . .
industries 50.2 47.3 -2.9 48.0 0.7
Employer 84.9% 84.1% -0.8% -2.8° 83.2% -0.8% 0.2
Medicaid and State 2.2% 2.5% 0.3% 0.1° 2.8% 0.3% 0.2°
CHAMPUS/Medicare 1.2% 1.5% 0.3%" 0.1° 1.7% 0.2% 0.1°
Private Non-group 3.1% 3.1% 0.0% -0.1° 3.2% 0.1% 0.1°
Uninsured 8.6% 8.9% 0.3% -0.1° 9.1% 0.2% 0.2°
Low ESI industries 90.2 85.8 -4.4° 90.0 4.2°
Employer 65.5% 63.5% -2.0%" -4.6° 63.2% -0.2%"* 2.4°
Medicaid and State 5.4% 6.2% 0.8% 0.5° 6.9% 0.7% 0.9°
CHAMPUS/Medicare 1.5% 1.5% 0.0% 0.0° 1.6% 0.1% 0.2°
Private Non-group 5.7% 5.6% -0.1%* -0.3® 5.6% 0.0% 0.2°
Uninsured 22.0%  23.2% 1.3% 0.1 22.6% -0.6% 0.4°

Source: Analysis of the Urban Institute's Health Policy Center's American Community Survey (ACS) Medicaid/CHIP Simulation Model
based on data from the Integrated Public Use Microdata Series (IPUMS) from 2010 and 2013.

Note: Excludes persons aged 65 and older and those in the Armed Forces. Estimates reflect an adjustment for the misreporting of
coverage on the ACS.

* Indicates change in percent of people is statistically significant (at the 95% confidence level).
# Indicates change in percent of people is statistically significant (at the 90% confidence level)
a Indicates change in numbers of people is statistically significant (at the 95% confidence level).
b Indicates change in numbers of people is statistically significant (at the 90% confidence level).
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Innovation Waivers: An Opportunity for States to
Pursue Their Own Brand of Health Reform

Toplines

{#) The ACA innovation waiver will let states modify the law's coverage rules

{#) How states can use ACA innovation waivers for alternative approaches to coverage expansion
Abstract

States have long been the testing ground for new models of health care and coverage. Section1332 of the
Affordable Care Act, which takes effect in less than two years, throws open the door to innovation by
authorizing states to rethink the law’s coverage designs. Under State Innovation Waivers, states can modify
the rules regarding covered benefits, subsidies, insurance marketplaces, and individual and employer
mandates. States may propose broad alternatives or targeted fixes, but all waivers must demonstrate that
coverage will remain as accessible, comprehensive, and affordable as before the waiver and that the changes
will not add to the federal deficit. This issue brief describes how states may use State Innovation Waivers to
reallocate subsidies, expand or streamline their marketplaces, replace or modify the mandates, and otherwise

pursue their own brand of reform tailored to local market conditions and political preferences.

OVERVIEW

The Affordable Care Act (ACA) establishes a new national paradigm for health coverage while leaving room
for considerable experimentation by states. Indeed, building on a long history of state innovation with
coverage, payment, and delivery models, the ACA i1s fueling far-reaching campaigns by governors to reform
state health care systems across payers and providers. The door to innovation will be thrown open even
further in 2017, when section 1332 of the ACA invites states to find alternative ways to meet the coverage

goals of the law while staying within its fiscal constraints.



Developed with bipartisan support that continues to this day, section 1332, known as State Innovation
Waivers, authorizes states to request five-year renewable waivers from the U.S. Departments of Health and
Human Services (HHS) and the Treasury of the ACA’s key coverage provisions, including those related to
benefits and subsidies, the exchanges (also known as marketplaces), and the individual and employer
mandates.! Depending on their policy and political priorities, states may propose waivers to pursue broad
alternative approaches to expand coverage or targeted fixes intended to smooth the rough edges of the ACA.
Some ACA provisions, such as guaranteed issue, may not be waived and all applications must demonstrate
that coverage remains as accessible, comprehensive, and affordable as before the waiver and that the

proposed changes will not contribute to the federal deficit.

In this brief, we examine the requirements of section 1332 and explore how states might utilize the waivers.
We do so with limited guidance from HHS, whose only regulations to date relate almost entirely to the
application process.? Thus, our exploration is based on the statutory language, considerable experience with

exchanges and Medicaid waivers, and interviews with policy experts and state officials (Appendix A).

THE BASICS
What May Be Waived?

States may propose alternatives to four pillars of the ACA:

e Benefits and Subsidies. States may modify the rules governing covered benefits, as well as the
subsidies that are available through the marketplaces. States seeking to reallocate premium tax credits
and cost-sharing reductions may receive the aggregate value of those subsidies to implement their

alternative approaches.

e Marketplaces and Qualified Health Plans. States may replace their marketplaces or supplant the plan
certification process with alternative ways to provide health plan choice, determine eligibility for

subsidies, and enroll consumers in coverage.

e The Individual Mandate. States may modify

or eliminate the requirement that individuals

Fair Play Rules May Not Be Waived

States may not waive the ACA's nondiscrimination

maintain minimum essential coverage. . . . : _
provisions, which prohibit carriers from denying

coverage or increasing premiums based on medical

e The Employer Mandate. States may modify or

eliminate the requirement that large employers
offer affordable coverage to their full-time

employees.

Waiver Guardrails

State Innovation Waivers must satisfy four criteria:

history. States are also precluded from waiving related
“fair play” rules that guarantee equal access at fair

prices for all enrollees.



e Comprehensive Coverage. States must provide coverage that is “at least as comprehensive” as

coverage absent the waiver.

o Affordable Coverage. States must provide “coverage and cost-sharing protections against excessive

out-of-pocket spending that are at least as affordable™ as coverage absent the waiver.

e Scope of Coverage. States must provide coverage to “at least a comparable number of residents” as

would have been covered without the waiver.

e Federal Deficit. The waiver must not increase the federal deficit.

Coordination with Other Waivers

HHS is required to coordinate and consolidate the
1332 waiver process with waiver processes for
Medicaid, Medicare, the Children’s Health
Insurance Program, and other federal laws relating
to the provision of health care services. Such
consolidation of waivers allows for better
alignment of coverage programs and may create
some flexibility in how waiver packages are

assessed.

Taken together, these provisions confirm the ACA’s
central policy goal—ensuring that every American
has access to affordable and meaningful coverage
—while giving states considerable flexibility to
decide how best to achieve this within their
borders. Ultimately, the extent of that flexibility
will be defined by statute, regulation, and most
notably, through the lens of the administration

reviewing the 1332 waiver requests.

POSSIBLE WAIVER STRATEGIES

Consolidating 1332 and 1115 Waivers: Arkansas

Arkansas’ section 1115 expansion waiver, also known as
the private option, authorizes the state to use Medicaid
funds to purchase qualified health plan (QHP) coverage on
the marketplace. While the Government Accountability
Office challenged the program’s budget neutrality, the
expansion has been enormously successful. Nearly
200,000 newly eligible adults enrolled in coverage through
QHPs in the Arkansas marketplace, which substantially
increased its size and helped drive down premium costs.
As premiums go down, federal costs related to tax credits
likewise decrease. Such savings do not count toward
budget neutrality, however, because they are not savings to
the Medicaid program. Under a consolidated 1115 and
1332 waiver, one could envision HHS permitting states to
demonstrate budget neutrality across waivers. Arkansas
Governor Asa Hutchinson recently alluded to a 1332

waiver as playing a role in the future of the private option.

State Innovation Waivers create a fresh opportunity for states to pursue their own brand of reform tailored to

local market conditions and political preferences. As one commentator noted, “Without even changing the

law, 1332 could change the ACA almost beyond recognition.” The possibilities are far ranging, but all are

subject to the coverage and fiscal guardrails discussed above. There is considerable interest in the waivers

across the political spectrum, although few state officials have identified a particular path forward. The most



compelling ideas may emerge after state officials and key stakeholders come together and—through the

public and transparent process required under section 1332—forge consensus. Interviews with policy experts

and state officials suggest the following areas of interest.

Rethinking Subsidies for Marketplace Plans

The ACA seeks to make coverage affordable for those above Medicaid income-eligibility levels through a

combination of subsidies that includes premium tax credits and cost-sharing reductions. State officials at both

ends of the political spectrum question whether the law’s subsidy rules strike the right balance. Some are

concerned that cost-sharing levels are too high and will impede access to care. Others would welcome health

plans with greater cost-sharing and lower premiums to attract younger and healthier populations. Both

approaches seek to minimize “subsidy cliffs” (dramatic drops in subsidy amount as income rises) and

establish more graduated subsidies.

For example, a state may pursue a consolidated 1332 and Medicaid waiver to smooth the subsidy cliff faced

by individuals moving from Medicaid to the marketplace. It could align premiums for higher-income

Medicaid enrollees with those of lower-income marketplace enrollees and, in doing so, could redeploy the

aggregate value of tax credits and cost-sharing reductions to increase subsidies for those with more modest

incomes and develop more graduated subsidies.

Alternately, some states may pursue the addition of
high-deductible, lower-premium plans with greater
cost-sharing than is currently allowed in the
marketplaces and use the savings to offer health
savings accounts to ease cost burdens on low-
income individuals—similar to what Indiana has
implemented for its Medicaid enrollees. While this
may increase the number of individuals covered
and decrease premiums if the overall risk pool is
improved, the waiver application would need to
meet the requirement that coverage be at least as
affordable as coverage absent the waiver. The same
concerns would apply to states interested in
allowing value-based purchasing models that
increase cost-sharing for lower-value services or
lower-quality plans. Such waiver approaches would
have to address how the benefits to some

consumers would be balanced against the increased

Precedent for Redeploying Federal Subsidies: The
Basic Health Program

Under the Basic Health Program (section 1331 of the
ACA), states may receive 95 percent of the aggregate
value of subsidies that otherwise would have gone to
individuals with incomes up to 200 percent of the federal
poverty level who are eligible to purchase marketplace
coverage and use those funds to offer more affordable
coverage. The method for calculating the aggregate federal
funding available under this approach suggests how HHS
might calculate the funding available to states under State
Innovation Waivers. Under Basic Health Program (BHP)
regulations, HHS develops rate cells, breaking down the
potentially eligible population by age range, geographic
area, coverage category, household size, and income level.
The payment rate is calculated by taking the sum of 95
percent of the tax credits and cost-sharing reductions—
adjusted for risk and other factors—multiplied by the
projected number of enrollees within each rate cell. The

aggregate amount the state receives is equal to the sum of



costs to others. States also must be mindful that
current spending on subsidies will influence the

amount available through a 1332 waiver.

Reforming the Marketplaces

The marketplaces play a central role in the ACA,
though some states have done little to support them
(ceding control to the federal government) while

others are broadening their role. Section 1332

the payment amounts for each rate cell, reconciled
retrospectively based on actual enrollment, coverage

category, household size, and income level.

Notably, come 2017, section 1332 will allow states to
accomplish the goals of the BHP with 100 percent of the
aggregate subsidy amount, rather than 95 percent as
authorized for the BHP.

allows for either approach, although states currently using the federal marketplace may be limited in their

ability to modify its provisions unless and until the federal marketplace can accommodate more state-specific

policies. These states may eliminate the federal marketplace entirely, however, as long as their waiver

applications address the law’s coverage and fiscal goals.

Eliminating the marketplaces may be an especially attractive option in smaller states where only limited

numbers use them. States may choose to replace them with a system that offers vouchers for eligible

individuals to purchase coverage from any lawful seller of ACA-compliant coverage. Alternately, states may

leverage the rapid growth of Web brokers and private exchanges to outsource marketplace functions to one or

more competing Web-based sellers. The federal marketplace already allows a version of this approach, but

states may want to move beyond what is currently allowed by the statute.

Other states may want to enhance their
marketplaces’ scale and leverage by using a 1332
waiver to offer coverage options for additional
populations or even to serve as the sole provider of
coverage. (Vermont state officials contemplated but
ultimately did not pursue this approach, citing
fiscal constraints.) States may take incremental
steps in this direction by, for instance, adding state
employees or other large purchasing pools to their

marketplaces.

Waivers focused on reforming the marketplaces are
likely to have little impact on the coverage

guardrails, though states should be mindful of how

Contemplating the Options Posed by 1332

In Hawaii, a longstanding and popular employer mandate,
the Prepaid Health Care Act, has led to a high coverage
rate (92%) among state residents. Efforts to reconcile
Prepaid Health Care Act and ACA provisions have created
challenges for Hawaii and motivated the legislature to
establish a task force focused on 1332 waiver possibilities.
The task force has not yet made any substantive
recommendations but has engaged stakeholders in a review
of options—a process that could be a model for other states
wanting to ensure that all options are considered in a

public and transparent way.

changes affect access to coverage across different populations.

Replacing or Modifying the Individual and Employer Mandates



With some exceptions, the ACA penalizes individuals who do not have minimum essential coverage or
employers that do not offer such coverage. Arguably the least popular provisions in the law, the individual
and employer mandates may be prominently featured in states’ 1332 waiver applications. Possible
alternatives to the individual mandate include implementing penalties for late enrollment (similar to
Medicare), reducing opportunities for enrollment (e.g., multiyear waiting periods if open enrollment is
missed), or establishing automatic enrollment. On their own, waivers of the individual mandate would not
impact the comprehensiveness of coverage, though they could reduce the number of individuals covered,
decrease affordability, and increase federal costs (if premiums rise as a result). Much would depend on how

effective the mandate alternative is at maintaining scope of coverage and a balanced risk pool.

As an alternative to the employer mandate, states may implement a “play or pay” requirement in which
employers must pay a flat percentage of payroll in benefits or taxes. With the relatively low enrollment in the
Small Business Health Options Program (SHOP), many states may welcome the flexibility to experiment
with new approaches to serving the small business community. While waivers of the employer mandate
might have little impact on coverage, they might have a significant fiscal impact: such a waiver would reduce
the penalty revenue to the federal government and therefore raise the federal deficit, absent some other

waiver component to offset it.

Targeted Fixes

In the earlier sections, we reflect on some of the Smoothing the Law's Rough Edges

more expansive ideas that have emerged around . .
P & The Minnesota Department of Human Services has

1332 waivers. In this final section, we look at more identified several opportunities for better aligning coverage

targeted approaches. By targeted, we do not mean rules across subsidy programs, including:

small or unimportant, but rather approaches that

focus on a narrow slice of the law, such as undoing e Income counting. Income is counted differently

the ACA requirement that small-group rating rules under Medicaid, the state’s Basic Health Program,
) ) and the marketplaces.
apply to businesses with 51 to 100 employees.

Other targeted reforms that were suggested in our « [Eligibility verification. Verification rules are not
interviews include: entirely consistent across Medicaid and the
marketplaces.

* Filling Coverage Gaps. States might o Implementation of a consistent enrollment effective

date. The ACA and the Social Security Act use
glitch,” which makes dependents ineligible different enrollment start dates for Medicaid, QHPs,
for tax credits if they are offered employer and the BHP.

address coverage gaps, such as the “family

coverage, regardless of whether that - _ _ .
» Definition of American Indian. The definition of

coverage Is affordable. American Indians differs for purposes of Medicaid

and marketplace coverage.
e Advancing State Reform Priorities. States P s

might provide incentives for health care



quality improvement by reallocating

subsidies to favor plans with higher quality ratings, as is currently done in Medicare Advantage.

e Grace Periods. States might replace the ACA’s three-month grace periods for nonpayment with the

one-month grace periods that are common in states for plans outside the marketplace.

o Aligning Rules. States might alter the rules on issues such as the definition and verification of income

to align exchange, Medicaid, and other program rules.

o Simplifying Regulations. States might want to preserve federal reforms, such as cost-sharing

reductions, but replace complex federal recordkeeping rules.

CONCLUSION

State Innovation Waivers involve a delicate balancing act: providing states with considerable latitude to
experiment with alternative coverage mechanisms while also requiring that they continue to meet the
coverage and affordability goals of the Affordable Care Act. Combined with Medicaid waivers, they may
provide states with the opportunity to move beyond the politics of the ACA and pursue their own reforms.
Indeed, if state policymakers agree on the value of having accessible, affordable, and meaningful health care
coverage for all, then 1332 waivers offer a way to achieve these goals while reinforcing states’ leadership

role in regulating their insurance markets and serving as the laboratories of health reform.
Appendix A. List of Interviewees
Stuart Butler, Ph.D., Senior Fellow, Economic Studies, Brookings Institution
Devon Green, Special Counsel for Health Care Reform, Vermont Agency of Administration

Gordon Ito, Insurance Commissioner, Hawaii Department of Commerce and Consumer Affairs, and Vice Chair, Hawaii

State Innovation Waiver Task Force
Scott Leitz, Chief Executive Officer, MNsure (Minnesota Health Insurance Marketplace)
Robin Lunge, Director of Health Care Reform, Vermont Agency of Administration

John McDonough, Dr.P.H., Professor, Department of Health Policy and Management, and Director, Center for Executive

and Continuing Professional Education, Harvard University School of Public Health

Len Nichols, Ph.D., Director, Center for Health Policy Research and Ethics, and Professor of Health Policy, College of

Health and Human Services, George Mason University

Marie Zimmerman, Medicaid Director, Minnesota Department of Human Services
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Update for the 21 States that have not Expanded Eligibility
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Summary

Ever since the Supreme Court ruled in June 2012 that states could effectively choose whether or not to accept
the Affordable Care Act’s expansion of Medicaid eligibility, that choice has been one of the most prominent and
often one of the most contentious issues for states. In this report, we provide new projections of the impact of
Medicaid expansion on health coverage, Medicaid enrollment, and costs in states that have not expanded
Medicaid. We find that if the 21 states that have not expanded Medicaid as of April 2015 were to do so:

¢ The number of nonelderly people enrolled in Medicaid would increase by nearly 7 million, or 40 percent.
¢ 4.3 million fewer people would be uninsured.

e There would be $472 billion more federal Medicaid spending from 2015 to 2024.

¢ States would spend $38 billion more on Medicaid from 2015 to 2024.

e Savings on reduced uncompensated care would offset between 13 and 25 percent of that additional state
spending.

e States would be able to realize other types of budgetary savings if they expanded Medicaid that are not
included in this report.

Introduction

A central goal of the Affordable Care Act (ACA) is to significantly reduce the number of uninsured by providing
affordable coverage options through Medicaid and new Health Insurance Marketplaces. As enacted, the ACA
would expand Medicaid for nearly all low-income Americans with incomes up to 138 percent of poverty
($16,242 per year for an individual in 2015). However, the Supreme Court ruling on the ACA effectively made
the decision to implement the Medicaid expansion an option for states. For those that expand, the federal
government will pay 100 percent of Medicaid costs of those newly eligible from 2014 to 2016.* The federal
share gradually phases down to 90 percent in 2020 and remains at that level thereafter. The state’s standard
FMAP applies to services for those that were previously eligible for Medicaid. There is no deadline for states to
adopt the expansion; however, the federal match rates are tied to specific years.

As of April 2015, 21 states have not expanded Medicaid. These decisions will have enormous consequences for
health coverage for the low-income population. In states that do not implement the Medicaid expansion,
millions of low-income adults that could have gained Medicaid will remain ineligible for the program. A small



number of these people may be eligible for tax credits to purchase private coverage, but the majority will be left
without an affordable coverage option.

As of the time of writing, the Medicaid expansion issue continues to be debated in a number of state
legislatures. The most recent state to adopt the Medicaid expansion was Montana. The expansion in Montana
requires federal waiver approval to be implemented. To inform state decisions about expanding Medicaid, we
estimate the coverage and cost impact if these states opted to implement the Medicaid expansion.

In this report, we provide state-level estimates of Medicaid enrollment and the number of uninsured in 2016,
both with and without Medicaid expansion, for the 21 states that have not expanded eligibility. We also provide
estimates of Medicaid and uncompensated care spending for the period 2015 to 2024. Our spending estimates
include acute care for the nonelderly, care for the elderly, and long-term care. Because Medicaid and CHIP are
funded by the federal and state governments in partnership, we estimated both the federal and state shares of
spending. We used the Health Insurance Policy Simulation Model-American Community Survey (HIPSM-ACS)
to estimate the effects of the ACA.? This paper updates estimates from 2012 and 2013.> We have made a
number of important updates since the older reports:

¢ State expansion decisions are as of April 2015. The previous update from July 2013 included 27 states that
had not adopted the expansion. Since that time, Indiana, Michigan, Montana, New Hampshire, Ohio and
Pennsylvania have adopted the expansion.

e The current 10-year budget window is 2015-2024. Federal matching rates under the ACA vary by year, so
years included affect how total spending is divided into federal and state shares.

e We account for changes in state eligibility rules other than ACA Medicaid expansion since 2011. For example,
in 2014, Wisconsin extended eligibility of childless adults to 100 percent FPL and lowered the eligibility
threshold for parents from 200 percent to 100 percent FPL.

e We use final ACA regulations on Medicaid eligibility determination and the income thresholds based on
modified adjusted gross income that are now used to determine eligibility for most Medicaid beneficiaries.

¢ We updated pre-ACA Medicaid enrollment and spending for the non-elderly, along with spending on the
elderly and long-term care from the latest available MSIS (2012 or 2011, depending on the state).

e The model is based on three years (2009-2011) of the American Community Survey (ACS) pooled together.
This survey has a much greater sample size than the Current Population Survey used in our earlier model,
improving state-level estimates of the characteristics and costs of enrollees.

e The survey data were aged to 2015-2024 using the latest Census projections. Projections available at the time
the work was done on the earlier paper were still based on the 2000 Census, not the 2010 Census. Since
Census does not produce state-level population projections, we used our own projections for the largest
states, based on Census population estimates through 2013.

¢ Cost growth projections incorporate estimates of actual growth from 2011-2013, which was lower than
historical trends.

This report focuses exclusively on Medicaid funding. Children covered through Title XXI Medicaid programs
funded through the Children’s Health Insurance Program (CHIP) are not included in our estimates.
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The ACA requires states to maintain eligibility standards for children until 2019. After that, states can cut back
eligibility for both Medicaid and CHIP to 138 percent of the FPL. In this report, we assume that states maintain

eligibility levels for children past 2019.

About HIPSM

The Health Insurance Policy Simulation Model (HIPSM) is a sophisticated microsimulation model that is used to

estimate the impacts of health reforms and to inform state and national policy design choices. HIPSM has been used

to assist state and federal governments with ACA implementation and analysis of policy options under the ACA. The

core data in the model are from the Census Bureau’s American Community Survey, an annual survey of 3 million

U.S. residents. Census Bureau population projections are used to produce estimates through 2024. Health care use

and spending are estimated for each individual for different insurance types based on data from the Medical

Expenditure Panel Survey-Household Component. The cost of covering an individual in Medicaid varies according

to health status, age, previous coverage, state of residence, and other characteristics. We incorporated state-specific

trends in Medicaid costs using data from the Medicaid Statistical Information System, adjusting for the differences

in health care costs between adults eligible with and without Medicaid expansion.

We model eligibility status for Medicaid, the Children’s Health Insurance Program and subsidized coverage in the
Marketplaces, and then use the HIPSM to simulate the decisions of employers, families, and individuals to offer or
enroll in health insurance coverage. Not everyone who is eligible for Medicaid enrolls in the program. HIPSM
estimates take-up of Medicaid based on an individual’s characteristics, such as income, age, health status, and
current coverage, rather than applying a uniform participation rate across the population. The model is calibrated

so that overall take-up rates are comparable to findings in the empirical economics literature.4

Results

With no change in state expansion decisions, we
estimate that in 2016, 17.4 million nonelderly
people will be enrolled in Medicaid in the 21 states
that have not expanded Medicaid eligibility (Figure
1). Were these states to expand Medicaid,
enrollment would increase by 40 percent to 24.3
million. Those gaining eligibility under expansion
would all be nondisabled nonelderly adults, so the
increase in enrollment would be concentrated in
that group (from 3.6 million to 10.0 million).
However, more than 525,000 more children would
also be covered. Although children do not gain
eligibility under expansion, the expansion of
coverage to parents is expected to make them more
likely to enroll their children.

Figure 1

Estimated Medicaid Enrollment if Non-Expansion States
Expanded Medicaid, 2016

Enrollment in millions:

243

H Nondisabled Adults
= Nondisabled Children
Disabled
10.3

4.0 4.1

Without Expansion With Expansion

Note: Components may not sum to totals due to rounding.
Source: Urban Institute Analysis based on HIPSM-ACS, 2015.
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There are considerable differences between states
in the extent to which enrollment would grow
under expansion (Figure 2 and Table 1).
Important state-specific factors that affect
enrollment growth under expansion include the
underlying income distribution, Medicaid
eligibility rules before the ACA, the share of the
population who are immigrants, and the
availability of employer-sponsored insurance to
low-income working families. Three states would
see increases in Medicaid enrollment of 50
percent or more: Idaho, Texas, and Kansas.
Fourteen states would see enrollment grow
between 30 and 50 percent. The smallest rates of
growth would occur in states such as Wisconsin
that have already extended Medicaid eligibility
for adults (both parents and childless adults)
beyond what was required by law. In Wisconsin,
for example, adults are already eligible up to 100
percent of the FPL through a state plan
amendment and under a Section 1115 waiver.

Although our focus is on the difference in the
number of uninsured with or without Medicaid
expansion, this difference should be understood

in the context of the total number of uninsured
people in these states. We estimate that if the
ACA had never been implemented, 22.2 million
people would be uninsured in 2016 in the 21
states that have not expanded Medicaid (Figure
3). The ACA, even without Medicaid expansion, is
expected to reduce the number of uninsured to
14.1 million, a decrease of 37 percent. Were all of
these states to expand Medicaid, the number of
uninsured would decline further to 9.8 million, a
decrease of 56 percent from the number without
the ACA.

Figure 2

Estimated Change in Medicaid Enrollment if Non-Expansion
States Expanded Medicaid, 2016
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Six states would see their uninsured populations
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Figure 6
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nearly 5 percent if the state were to expand eligibility.
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It is important to keep in mind that Medicaid expansion affects state budgets in other ways than the amount
spent on the care of those enrolled. States can realize savings in other areas that offset these increases. We
discuss some of these savings in more detail below.

As discussed above, if all states were to expand Medicaid, there would be 4.3 million fewer uninsured people in
2016. Fewer uninsured people would lead to lower spending on uncompensated health care. A recent study
found that, in 2013, those uninsured for a full year paid for an average of 30 percent of their care themselves,
while the remaining 70 percent of health care expenditures were uncompensated.® Based on this research, we
estimate that between 2015 and 2024, uninsured people in states not expanding Medicaid would consume
$266 billion in uncompensated care under current Medicaid policy decisions. Were these states to expand
Medicaid, the amount of uncompensated care over this period would fall to $185 billion.

The authors of the study cited above also estimated that, overall, 24 percent of uncompensated care was funded
by state and local governments. State and local savings on uncompensated care could be difficult to realize.
State and local funding of uncompensated care is often very complex, and it will likely be difficult politically to
reduce payments to providers. We estimated potential state and local government savings assuming that they
could realize savings of between 25 percent and 50 percent of the reduction in the state and local share of
uncompensated care provided. Under these assumptions, we estimate that states would see between $5 and
$10 billion in uncompensated care savings over the next 10 years. (Table 4)

Discussion

If the 21 states that have not expanded Medicaid were to do so, 4.3 million more people would have health
coverage in 2016. Many of the states that have decided against Medicaid expansion are those who would gain
the most. This applies when examining the impact of expansion on the uninsured, increases in federal
Medicaid funding, or reductions in uncompensated care. Wisconsin would spend less on Medicaid if it
expanded eligibility, even without taking into account any other sources of state savings. Most other expansion
states would see state Medicaid spending increase by 2 to 6 percent. We estimate that Idaho and Georgia would
see larger percent increases. These increases do not accurately reflect the overall impact of Medicaid expansion
on the state budget. Reduced costs for uncompensated care are one of several sources of savings that would
help to mitigate that increase in state costs. Assuming that states only realize 25 to 50 percent of the reduction
in their share of uncompensated care, those savings would offset 13 to 25 percent of the total increase in state
Medicaid spending due to expansion. In addition, states could realize other types of budgetary savings and
increases in revenue if they expanded Medicaid that are not included in this report.

While this report provides estimates of the coverage and fiscal effects of Medicaid expansion, there are data
and analysis that support the estimates. The latest data from CMS show that as of January 2015, 70.0 million
people were enrolled in Medicaid or CHIP. Between summer 2013 and January 2015, there was a net increase
of nearly 11.2 million people enrolled in Medicaid and CHIP among the 49 states reporting data for both
periods. Most of this growth was in large states in the West that implemented the Medicaid expansion. States
that expanded Medicaid experienced significantly greater net Medicaid and CHIP enrollment growth between
summer 2013 and January 2015 than states that have not expanded. Nationally, total Medicaid and CHIP
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enrollment grew by 19% between summer 2013 and January 2015. States that implemented the Medicaid
expansion experienced over three times greater enrollment growth compared to states where the Medicaid
expansion is not in effect (26% vs. 8%).° States that have not implemented the Medicaid expansion are also
experiencing increases in enrollment due to simplified and streamlined enrollment systems as well as outreach
and enrollment efforts for enrollment in Marketplace coverage that have resulting in higher Medicaid
participation among those already eligible.

Similarly, several surveys that have shown notable increases in health coverage in 2014 under the ACA,
particularly among states that have expanded Medicaid.” The decision not to adopt the Medicaid expansion has
already begun to create inequities in coverage between states.

In making decisions about expansion, states are also considering fiscal implications. This paper does not
attempt to assess the overall impact of Medicaid expansion on state budgets. Our analysis is limited to effects
that can be estimated on a 50-state basis. Medicaid expansion has many other, highly significant state fiscal
consequences that cannot be quantified without state-specific information. If those factors were taken into
account, the state budget effects of expansion would be much more favorable than what we show above.

Numerous studies where a combination of public and private research has examined fiscal effects in all
relevant categories—that is, state costs from increased Medicaid enrollment, state savings from increased
federal match for current beneficiaries, state savings on non-Medicaid health care costs, and state revenue
effects of expansion—have shown that, on balance, Medicaid expansion would help, not hurt state budgets over
a multi-year period extending well beyond 2016. Recent state budget projections from expansion states
confirm this analysis. Washington State has projected net savings of $79.0 million in state fiscal year 2014 and
$258.7 million in 2015 due to expansion.® Analysis by Deloitte estimated that Kentucky would spend $919.1
million less between state fiscal years 2014 and 2021 due to Medicaid expansion.® These reports point to
savings both within and outside state Medicaid programs (in areas such as mental health spending and
corrections) as well as increases in revenue resulting in net fiscal savings to states as a result of implementing
the expansion. The Kentucky report also points to increases in jobs as a result of the Medicaid expansion.

There is also evidence that the ACA is already having an impact on health care provided to the uninsured. A
number of reports are finding that hospitals in Medicaid expansion states showed overall declines in self-pay
and charity care, while hospitals in non-expansion states showed no change beyond normal variation.'
Hospitals, however, are also likely to see some reductions in federal reimbursement from Medicare and
Medicaid DSH as well as reductions in future increases to Medicare fee-for-service hospital payments that were
included in the ACA. Medicaid DSH reductions were originally scheduled to go into effect beginning in FY 2014
but have been delayed to 2018. Hospitals in states that do not implement the Medicaid expansion will face
these reductions without also seeing increases in Medicaid revenue from additional coverage.

States account for a number of factors in making decisions about adopting the Medicaid expansion; however,
based on this analysis we conclude that the economic case for Medicaid expansion for state officials is
extremely strong.

This brief was prepared by Matthew Buettgens, John Holahan, and Hannah Recht of the Urban Institute.

Medicaid Expansion, Health Coverage, and Spending: An Update for the 21 States That Have Not Expanded Eligibility 7



Table 1. Medicaid Enrolilment in 2016 (Thousands)
_ Medicaid Enrollment without Expansion Medicaid Enrollment with Expansion

Disabled dissbled dir:_:;ﬂed Total  Disabled disabled di':_(ajlr::l-ed Total c'lr“;:‘ag'e Ef‘f::;‘;
Adults Children Adults Children

Total 4,040 3,627 9,727 17,395 4,086 9,997 10,253 24,336 6,941 40%
Alabama 230 143 346 718 232 408 371 1,011 293 41%
Alaska 18 32 65 115 18 57 65 141 25 22%
Florida 625 526 1,459 2,610 632 1,639 1,527 3,798 1,188 46%
Georgia 322 221 824 1,367 327 798 874 2,000 633 46%
Idaho 41 23 105 168 42 114 115 271 103 61%
Kansas 73 41 155 270 74 162 169 405 135 50%
Louisiana 213 185 459 857 215 474 475 1,164 308 36%
Maine 74 75 79 228 74 134 80 287 60 26%
Mississippi 172 91 296 559 174 285 315 775 216 39%
Missouri 198 148 416 762 201 441 446 1,088 326 43%
Nebraska 38 32 112 181 38 105 118 261 80 44%
North Carolina 337 325 759 1,420 341 811 786 1,937 517 36%
Oklahoma 120 124 356 601 122 317 373 812 211 35%
South Carolina 169 183 383 735 171 424 400 995 260 35%
South Dakota 20 18 61 99 20 57 65 142 42 43%
Tennessee 302 309 603 1,213 303 584 618 1,505 292 24%
Texas 684 444 2,301 3,429 694 1,994 2,457 5,146 1,717 50%
Utah 43 67 153 263 44 179 168 391 128 49%
Virginia 185 144 429 758 187 438 457 1,083 325 43%
Wisconsin 166 485 327 977 166 540 329 1,034 57 6%
Wyoming 11 11 41 63 11 35 43 89 26 42%

Source: Urban Institute Analysis based on HIPSM-ACS, 2015.

Medicaid Expansion, Health Coverage, and Spending: An Update for the 21 States That Have Not Expanded Eligibility 8



Table 2: Number of Uninsured in 2016 (Thousands)

B:i.m":::e(g Un?nusr:?:J wcith Difference !’ercent
Without Expansion Difference
Expansion
Total 14,057 9,789 -4,267 -30%
Alabama 436 259 -177 -41%
Alaska 66 48 -17 -26%
Florida 2,587 1,837 -750 -29%
Georgia 1,249 860 -389 -31%
Idaho 161 103 -59 -36%
Kansas 233 156 -77 -33%
Louisiana 488 295 -193 -40%
Maine 92 52 -40 -44%
Mississippi 332 192 -139 -42%
Missouri 485 294 -191 -39%
Nebraska 128 87 -42 -33%
North Carolina 1,021 709 -313 -31%
Oklahoma 422 295 -127 -30%
South Carolina 490 330 -160 -33%
South Dakota 58 33 -25 -43%
Tennessee 562 383 -179 -32%
Texas 4,076 2,969 -1,107 -27%
Utah 263 195 -68 -26%
Virginia 628 448 -179 -29%
Wisconsin 233 212 -21 -9%
Wyoming 46 32 -14 -30%

Source: Urban Institute Analysis based on HIPSM-ACS, 2015.

Medicaid Expansion, Health Coverage, and Spending: An Update for the 21 States That Have Not Expanded Eligibility 9



Table 3: Medicaid Expenditures, 2015-2024 ($ Billions)
_ Federal Expenditures State Expenditures

AEA Without ACA W!th Difference Percent ACA Without ACA W_ith Difference Percent

xpansion Expansion Difference Expansion Expansion Difference
Total 1,551.5 2,023.6 472.1 30% 970.8 1,009.0 38.2 4%
Alabama 56.2 65.0 8.9 16% 26.3 27.3 1.0 4%
Alaska 14.1 17.0 2.9 20% 14.1 14.2 0.1 0%
Florida 206.9 285.2 78.3 38% 145.0 151.1 6.0 4%
Georgia 99.5 147.3 47.8 48% 51.4 55.6 4.2 8%
Idaho 20.8 31.1 10.3 50% 8.2 9.1 0.9 10%
Kansas 29.4 37.8 8.4 28% 22.3 23.1 0.8 4%
Louisiana 74.7 90.0 15.3 20% 47.8 49.3 1.5 3%
Maine 27.0 29.1 2.1 8% 16.8 17.0 0.2 1%
Mississippi 58.0 70.7 12.8 22% 21.4 22.5 1.1 5%
Missouri 87.2 105.1 17.9 21% 53.4 55.3 2.0 4%
Nebraska 19.6 25.1 5.5 28% 16.2 16.6 0.4 3%
North Carolina 146.6 188.3 41.7 28% 76.2 79.0 2.8 4%
Oklahoma 53.0 64.3 11.2 21% 29.8 30.8 1.0 3%
South Carolina 67.6 82.8 15.2 22% 28.2 29.5 1.3 4%
South Dakota 9.2 12.5 3.2 35% 8.0 8.2 0.2 3%
Tennessee 101.0 126.0 25.0 25% 53.7 54.7 1.0 2%
Texas 305.7 433.8 128.1 42% 215.2 228.7 13.5 6%
Utah 26.0 33.5 7.5 29% 11.0 11.7 0.7 6%
Virginia 67.0 90.2 23.2 35% 67.0 69.1 2.1 3%
Wisconsin 75.8 80.7 4.8 6% 52.6 50.0 -2.5 -5%
Wyoming 6.2 8.2 2.0 33% 6.2 6.3 0.2 3%

Source: Urban Institute Analysis based on HIPSM-ACS, 2015.
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Table 4: State Spending on Uncompensated Care, 2015-2024 ($ Millions)

ACA without ACA with
- Expansion Potential State Savings due to Expansion

Low (25%) High (50%)
Total 63,870 44,425 4,861 9,723
Alabama 2,113 1,184 232 464
Alaska 424 251 43 87
Florida 12,545 8,598 987 1,974
Georgia 5,247 3,510 434 868
Idaho 749 551 50 99
Kansas 1,248 850 99 199
Louisiana 2,004 1,257 187 373
Maine 594 365 57 115
Mississippi 1,569 1,064 126 253
Missouri 3,393 2,010 346 691
Nebraska 628 476 38 76
North Carolina 5,406 3,641 441 883
Oklahoma 2,371 1,582 197 394
South Carolina 1,743 1,254 122 244
South Dakota 244 202 10 21
Tennessee 2,672 1,843 207 415
Texas 14,859 11,055 951 1,902
Utah 1,375 1,026 87 174
Virginia 3,089 2,289 200 400
Wisconsin 1,312 1,208 26 52
Wyoming 284 208 19 38

Source: Urban Institute Analysis based on HIPSM-ACS, 2015.
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ENDNOTES

! Beginning in 2014, the higher FMAP for newly-eligible Medicaid beneficiaries is available for non-elderly, non-disabled adults with
incomes up to 138% FPL who would not be eligible for Medicaid under the rules that a state had in place on December 1, 2009.

A few states had already expanded coverage to parents and childless adults up to 100% FPL or to higher income levels across the state at
the time the ACA was passed. Costs related to these populations qualify for the “expansion” or “transition” FMAP instead. In recognition
of these states already provided coverage at these higher Medicaid eligibility levels, these states can receive a phased-in increase in their
federal matching rate for adults without dependent children under age 65 beginning on January 1, 2014 so that by 2019 it will equal the
enhanced matching rate available for newly-eligible adults. In addition, expansion states that do not have any newly-eligible Medicaid
beneficiaries because they already covered people up to 138% FPL or higher (e.g. Massachusetts) also receive a temporary (January 1,
2014 through December 31, 2015) 2.2 percentage point increase in their federal matching rate for all populations.

For more information on how claiming works for the Medicaid expansion, please see the following brief:

Robin Rudowitz, Understanding How States Access the ACA Enhanced Medicaid Match Rates. (Washington, DC: Kaiser Family
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match-rates/.

2 More information about methodology can be found at “Further Methodological Information for ‘Tax Preparers Could Help Most
Uninsured Get Covered,” accessed May 7, 2014, http://www.urban.org/health_policy/health_care_reform/taxfilingmethodology.cfm
and Urban Institute. “The Urban Institute’s Health Microsimulation Capabilities,” Washington, DC: Urban Institute, 2010,
http://www.urban.org/publications/412154.html.

3 John Holahan, Matthew Buettgens, and Stan Dorn, The Cost of Not Expanding Medicaid, (Washington, DC; The Kaiser Commission
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Introduction

Since coverage expansion was implemented under the Affordable Care Act in January 2014, California

has experienced significant growth in Medi-Cal (California Medicaid program) and new enrollment into
Covered California (state health benefit exchange). Community Health Centers (CHCs) have played an
essential role across California by engaging existing patients, leading community outreach and education
efforts, and playing a central role in providing in-person enrollment, renewal and post-enrollment support
to many of California’s most vulnerable residents.

In addition to briefly reviewing statewide enrollment trends, this enrollment brief highlights CHC second
year enrollment experiences, evolving enroliment and client engagement strategies, and important
changes in the service and staffing models that CHCs are using to provide enrollment support services.
This enrollment brief also reviews in detail the President’s 2014 executive action on immigration, its
potential impact on Medi-Cal eligibility and emerging CHC strategies to support coverage enrollment by
undocumented clients. Key findings include the following:

® Most CHCs reported meaningful decreases in the number of Covered California and Medi-Cal
applications they supported during the 2014-15 Open Enrollment period compared to 2013-14;

e Statewide, more than 6 out of every 10 completed enrollments during the second Open
Enrollment period were for Medi-Cal, highlighting a continued trend in high Medi-Cal enrollment
and capping a 41% annual growth in statewide Medi-Cal enrollment;

e Though coverage renewal and churn experiences have varied widely, CHCs highlighted common
concerns, such as poor/incomplete member communication about the Medi-Cal renewal
process, and lack of continuity of care and coverage gaps for enrollees moving between
programs, among others;

e More complex client service needs, seasonal changes in enrollment volume, the need for highly
trained staff, and uncertain future funding to support enrollment staffing, among other issues,
are prompting CHCs to re-evaluate enrollment support service models and staffing levels;

¢ |f allowed to move forward, the President’s executive action could make up to 1.2 million
California residents, or half of the undocumented population, newly eligible for DACA or DAPA
deferred actions status. Provided they meet other Medi-Cal requirements, many of these
residents could also be eligible to enroll in state-funded full scope Medi-Cal, suggesting a
potentially significant coverage expansion opportunity.

In addition to synthesizing publicly available data and research, interviews were conducted with five
Community Health Centers (CHCs) in California and one regional consortia, including: Alameda Health
Consortium (Alameda County); AltaMed Health Services (Los Angeles County); Clinica Sierra Vista (Kern
and Fresno Counties); Community Health Alliance of Pasadena (Los Angeles County); Marin Community
Clinics (Marin County), and; San Ysidro Health Center (San Diego County).

Funded by Blue Shield of California Foundation, this enrollment brief is the last of four quarterly
updates describing statewide Medi-Cal and Covered California enrollment trends, community health
center (CHC) enrollment experiences and best practices, and key enrollment policy and implementation
issues affecting enrollment entities in California. All of the “Ready, Set, Enroll” reports can be found at
pachealth.org.



Covered California and Medi-Cal Enrollment Trends

Covered California

An estimated 495,073 Californians have enrolled and selected a Covered California Qualified Health Plan
during the 2014-15 Open Enrollment Period (thru February 2015), representing 35% of the prior Open
Enrollment period volume. Although data is not yet available on how many enrollees have also paid
their first premium, during the first Open Enroliment period 80% of enrollees paid their premium. Other
notable trends during the second Open Enrollment period include the following:

e Proportional Increase in Latino and Young Adult Enrollment — Latinos accounted for 37% of
enrollments compared to 31% percent in the first year. In contrast, Asians made up 23% of first
year enrollments and only 18% of second year enroliments. Young adults aged 18-34 represented
34% of second year enrollments compared to 29% in the first year.!

e Minor Changes in the Enrollment Channel — Reliance on Certified Insurance Agents and Service
Center Representatives both increased in the second year, whereas self-enrollment decreased
from 41% of enrollments in the first year to 30% in the second year. 2

* High Rate of Renewal — An estimated 92% of continuing enrollees successfully renewed
coverage.?

e Service Channel — Reliance on Certified Insurance Agents and Service Center Representatives
both increased in the second year, whereas self-enroliment decreased from 41% in 2013-14 to
30% of enrollments in 2014-15.

Medi-Cal

Eligible Californians can enroll into Medi-Cal at any time and are not limited to enrollment during the
Covered California Open Enrollment period. Between December 2013 and January 2015 Medi-Cal
enrollment increased by 3,568,638 individuals, or 41%. As of January 2015, an estimated 12,170,138
Californians were enrolled into Medi-Cal.®

e High Medi-Cal Enrollment During Open Enrollment Periods — Medi-Cal enrollment has far
outpaced Covered California enrollment in the first two years. In total, more than 2.71 million
Californians completed Medi-Cal applications during the 2013-14 and 2014-15 Covered California
Open Enroliment periods compared to 1.89 million individuals that enrolled and selected a
Covered California Qualified Health Plan.

e Uncertain Renewal Rates — The Department of Health Care Services (DHCS) estimates that up to
1 million Medi-Cal enrollees per month will be up for renewal. Historically, about 80% of Medi-
Cal enrollees have renewed coverage on time, but up-to-date data on Medi-Cal terminations
and renewal is not yet available.® Several factors may impact renewals in 2015, including the
introduction of a longer and more complicated renewal form, sunset of a temporary one-year
renewal postponement for Low Income Health Program (LIHP) and other enrollee categories, and
high caseload demands at county eligibility offices, among other factors.

1 “Covered California’s Second Open Enrollment Yields Strong Numbers: Nearly 500,000 New Consumers Sign up for Health Plans”. Covered

California News Release, March 5, 2015.

Ibid.

Ibid.

Ibid.

Medi-Cal Monthly Eligibles Trend Report for January 2015, Department of Health Care Services

http://www.dhcs.ca.gov/dataandstats/statistics/Pages/Medi-Cal-Certified-EligiblesRecentTrends.aspx

6 “Possible Explanation Offered for Delayed Medi-Cal Termination Data”. California Healthline, March 16, 2015.
http://www.californiahealthline.org/capitol-desk/2015/3/possible-explanation-for-slow-medical-data
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e High Volume of Coverage Transitions — Due to changes in income, employment and household
circumstances, as many as 1 in 6 enrollees are annually expected to have their eligibility shift
between Covered California and Medi-Cal.” Through January 2015, an estimated 100,000
individuals transitioned from Covered California to Medi-Cal. To date, no information is available
on the number of individuals transitioning from Medi-Cal to Covered California.

2014-15 Open Enrollment Experiences at Community Health Centers

Select community health centers (CHCs) were asked to describe overall enrollment support experiences
during the 2014-15 Open Enrollment period, key differences from the 2013-14 Open Enrollment period,
Covered California and Medi-Cal renewal support experiences and strategies, and initial thinking about
how to structure enrollment support services at their organizations for the long-term. The following
section highlights key themes and findings from these conversations.

Demand for Enrollment Support

Big Decreases in New Enrollment Demand. Most CHC interviewees reported a 20% or greater decrease
in the number of combined new Medi-Cal and Covered California enroliments processed by their agency.
Several respondents also indicated that unlike the first year where there was strong early demand,
enrollment activity was relatively slow until a rush during January and February. With an understanding
that much of the demand in the prior year was driven by enrollment of existing patients and others
highly motivated to gain coverage, CHCs reported testing new strategies, such as targeted advertising and
community outreach, to generate demand. None of the respondents, however, reported a lot of success
from these efforts.

Multiple Factors Contributed to Low Demand. In addition to the understanding that many of the
remaining uninsured represented hard to reach populations (e.g. non-patients, mixed immigration
families with fears about the process, those skeptical about the program), participating CHCs shared
their perspectives about other contributing factors, including: short and ill-timed open enrollment period
that straddled the winter holidays and preceded the tax season when most individuals became aware
about the tax implications; decreased visibility due to reduced marketing and media coverage, and;

more aggressive advertising and presence by Certified Insurance Agents seeking to provide application
assistance services.

Renewal and Churn

Varied Demand for Renewal Support. CHCs reported varied levels of client demand for support with the
renewal process. Not surprisingly, those CHCs that experienced more demand for renewal support in
both Medi-Cal and Covered California tended to have more aggressive renewal strategies in place, such
as mailings, automated calls, text message reminders and use of outbound call centers.

e Medi-Cal Renewal Challenges — Most CHCs shared concerns about the timeliness of
communication to Medi-Cal members about the renewal process. Often pointing to
overwhelmed county eligibility offices, CHCs commonly reported that many individuals and
families failed to renew because they did not receive renewal packages. Others highlighted client
confusion related to receiving renewal notices that were difficult to understand and complicated.

e (Covered California Needs — Most CHCs reported minimal demand for Covered California renewal
support. Those that did experience higher demand highlighted a few common client needs, such
as help interpreting multiple and confusing letters, selecting new plans or understanding their
options for renewing with their current plan.

7 “The Ongoing Importance of Enrollment: Churn in Covered California and Medi-Cal”. UC Berkeley Center for Labor Research and Education,
April 2014.



Wide Variation in Degree of Program Churn. Overall, CHCs reported a wide variation in the degree to
which clients moved between Medi-Cal and Covered California. Some interviewees reported seeing more
movement from Medi-Cal to Covered California, whereas others reported just the opposite. Despite the
different experiences, they highlighted some important challenges:

e Continuity of Care — Since Covered California and Medi-Cal provider networks are not the same,
some clients found that their medical provider was not contracted with their new plan. CHCs
highlighted this as a big barrier in retaining continuity of care for clients.

e Transition Challenges — Some clients moving from Covered California to Medi-Cal were pushed
into the Medi-Cal backlog resulting in a gap in coverage. On the other side, some Medi-Cal
enrollees determined eligible for Covered California were unable to complete the enroliment
because they still had “active” Medi-Cal cases. Due to heavy caseloads among county eligibility
workers, Medi-Cal terminations were not always timely.

e (lient Concerns — Some clients did not want to change programs. For Medi-Cal enrollees moving
into Covered California, the common concern was premium cost. Some Covered California
enrollees who became eligible for Medi-Cal expressed concern about moving into a government
program, limited provider networks and access issues.

Evolving the Enrollment Support Model

More Client Needs. Beyond direct application assistance, clients are now seeking broader guidance on
navigating health plan choices, understanding how health insurance works, paying the premium, and
selecting a provider, among other needs. Stated one CHC, “enrollment support requires time-intensive
education and support to obtain and maintain coverage, utilize benefits and keep their medical home”.
Another CHC shared that over 30% of CEC time is now dedicated to post-enrollment support for their

clients.

Enrollment as a Service Entry Point. Similarly, some CHCs reported that enrollment support services
are emerging as a potentially important point of contact for either providing or linking clients to other
complimentary services, such as immigration guidance, social services, case management or patient
education services. According to several CHC interviewees, clients come to them not just because of
the enrollment services they offer but because of the relationships and trust they have built in the
community. Reflected one interviewee, “the question is how can we leverage these relationships?”

More Complex Staff Responsibilities and Training Requirements. As a result of an expanded scope
of work, CHCs reported they are now identifying a broader skill set required to effectively provide
enrollment support services. This includes knowledge of Medi-Cal and Covered California rules and
options, client case management through the application process, ability to coach and educate on
insurance choices, post-enrollment support, renewal support, community outreach and effective data
tracking. Remarked one CHC, “the job is different now. It’s a lot more complex then it used to be.”

Boom and Bust Seasonality. Most CHCs increased staffing to accommodate high enrollment demand but
are now challenged to provide adequate levels of service during open enrollment while also ensuring
efficient and optimized staffing during down seasons. Anticipated shorter open enrollment periods, fewer
new enrollments compared to renewals and unreliability of one-time funding further exacerbate this
challenge.

Re-Thinking Staffing and Service Models. The issues discussed above, such as more complex service
requirements, the need for highly trained staff, seasonal demand, and uncertain future funding, among
other factors, are prompting CHCs to re-evaluate staffing and service models. While some are looking to
modify or expand staff roles, others are looking at alternative staffing models/levels to balance changing
demands:



e Reduced CEC Staffing — Due to reduced new enrollment demand and concern about external
enrollment funding, several CHCs reported examining potential reductions in CEC positions.

e Temporary Staffing — Use of temporary CEC positions during open enrollment periods can allow
CHCs to meet client demand without unnecessary full time staff increases. But, it also poses
challenges related to sufficient training and onboarding for a complex service.

e Cross-Training — Most CHCs reported cross-training CECs in other areas, such as referral
coordination and Medi-Cal retention, where they dedicate additional time when open
enrollment periods are over.

e Specialization — Given the increased complexity and scope of client needs, developing staff teams
to specialize in new enrollment, Covered California vs. Medi-Cal, retention, case management
and post-enrollment support ensures that the organization has clearly committed resources to
meet its most critical needs and highly effective staff.

Evolving the Enrollment Workforce
Clinic Spotlight — Community Health Alliance of Pasadena

Community Health Alliance of Pasadena (ChapCare) serves more than 15,000 low-income patients
at six health centers in the San Gabriel Valley region of Los Angeles. In addition to enrolling existing
patients, ChapCare invested heavily in education and enrollment of the broader community
through outreach/education events, education via local newspapers and radio, and the opening

of stand-alone enrollment centers, among other strategies. As part of this strategy, ChapCare
expanded outreach and enrollment staffing to accommodate increased enrollment volume and
new activities. Looking ahead, ChapCare is evaluating the required skill sets and appropriate
staffing model to provide an effective and efficient enrollment support service.

Stated the Director of Development and Marketing, “Prior to the ACA, [enrollment assisters] had
the county program, full scope Medi-Cal and limited scope programs. It was a more basic job —you
had to be able to communicate the basics and be trusted”. Since coverage expansion, the required
skill sets and scope of responsibilities for enrollment staff has expanded significantly. Aside from
understanding additional coverage programs and enrollment systems, CECs also have more
responsibilities related to customer service, outreach, case management, post-enrollment support
and data tracking, among others. Stated the Director of Development and Marketing, “now with
health insurance being a lot more complex and our choice of external enrollment centers, there
really is a higher level of need for customer service and ability to retain information.... It’s a lot
more complex of a job.” ChapCare has also found a need to adjust compensation in order to attract
qualified individuals.

Covered California enrollments supported by ChapCare dropped by about 20% during the 2014-
15 Open Enrollment period. With most patients already insured, lower community demand for
Covered California enrollment and shorter open enrollment periods in future years, ChapCare is
evaluating potential changes to its staffing levels and service approach. This may include reducing
traditional outreach activities in favor of a more consistent presence through traditional media
and strengthening the role and visibility of their enrollment centers. They may also pilot the use of
temporary CEC staffing during open enrollment, but highlight potential challenges around timely
hiring, appropriate training, certification and onboarding among other issues.




Adapting the Enrollment Support Model
Clinic Spotlight — AltaMed Health Services

AltaMed Health Services cares for over 180,000 patients in Los Angeles and Orange Counties.
AltaMed was the first CHC to establish free-standing enrollment resource centers, along with a
robust call center, aggressive patient in-reach campaigns, community outreach and advertising
that resulted in more Covered California applications than any other Certified Enrollment Entity in
California in both the 2013-14 and 2014-15 Open Enrollment periods.

During the 2014-15 Open Enroliment period, AltaMed experienced important changes in the level
and type of client demand. The number of new Medi-Cal and Covered California applications
processed by the agency was 28% lower than the first year. However, client support needs
remained high. In addition to supporting a high volume of renewals, they reported that more
than 30% of CEC appointment time was committed to post-enrollment support. Stated the Vice
President, Sales and Marketing, “We saw a lot of people coming in for post enrollment support

— help following up with the plans, paying the premium, finding a Spanish speaking health plan
representative, a provider in the network”. In large part, they see this as a result of the long-
standing relationships and trust they have developed with community members.

Looking forward, AltaMed sees the need to ensure that new enrollment and retention is not
crowded out by other needs. This may include developing dedicated new enroliment and retention
teams. However, they also see an opportunity to leverage existing patient relationships it has
developed to better address community needs and take advantage of new opportunities. This
could include enhancing partnerships to support residents affected by the President’s executive
action or attaching other support services to the resource centers. Lastly, their second year
experience highlights an intensifying need for health plans to develop more robust new member
onboarding systems. Stated the Vice President, Sales and Marketing, “I feel very strongly that
health plans need to develop new tools, materials and strategies to orient new members. They
need to strengthen their new member onboarding.”

- J

Policy Updates

The following sections examines four policy topics, including:

The impact of the President’s 2014 immigration executive action on Medi-Cal eligibility;

e The status of California legislation to extend health insurance coverage to undocumented
residents (Lara Bill);

e Status of the benefit and affordability “wrap” programs for pregnant women and newly qualified
immigrants (NQlIs), and;

e Expansion of full scope Medi-Cal benefits for pregnant women.

Impact of President’s Immigration Executive Action on Medi-Cal Eligibility

Although undocumented residents in California are not eligible to purchase coverage through Covered
California, those undocumented residents with PRUCOL status (People Residing Under Color of Law) are
eligible under California law for full-scope Medi-Cal provided they meet the income, residency and other
requirements.




Included in the PRUCOL category are those children and
young adults who are eligible for the 2012 Deferred Action
for Childhood Arrivals (DACA) program, or “Dreamers”. If

Undocumented residents

with PRUCOL status allowed to move forward, it would also include additional
(including DACA and very undocumented residents included in the DACA expansion
. . . i immigration rights advocates, Deferred
likelv DAPA). are eligible and, according to immigration rig :
y . )’ i & Action for Parents of Americans and Lawful Permanent
under California law for full Residents (DAPA) articulated in President Obama’s
scope Medi-Cal provided November 2014 Executive Action on Immigration.

they meet other eligibility Currently, up to 358,000 undocumented children and
requirements. young adults in California are eligible for DACA under the
2012 program. Up to 1,215,000 additional undocumented
residents could be potentially eligible under President
Obama’s 2014 Executive Action for DACA/DAPA status. This
suggests that up to 1,572,000, or about half of all undocumented Californians could become DACA/DAPA
eligible.® These residents could be eligible to enroll in state-funded full scope Medi-Cal provided they
meet Medi-Cal income, residency and other requirements. A recent policy brief by the UC Berkeley Labor
Center estimated that up to 57% of Californians eligible for DACA/DAPA had income below the Medi-Cal
eligibility threshold and lacked private insurance.®

A more detailed description of the DACA and DAPA categories is included below:

e 2012 Deferred Action for Childhood Arrivals (DACA) Program — Implemented in 2012, DACA provides
temporary relief from deportation for young undocumented residents that meet specific age,
length of stay and schooling requirements,
among others. In order to receive DACA

status, eligible residents must complete an If allowed to move forward. the
application process. The UC Berkeley Labor !

. E . .
Center estimated that 58% of DACA eligibles President’s executive action on
in California submitted applications as of immigration could make up to

December 2013.1° Other studies have shed 1.5 million residents. or half
some light on the reasons why remaining ) !

. .,
DACA eligibles do not complete the application of California’s undocumented
process. Common barriers articulated included population, eligible for DACA or

economic limitations (e.g. application cost), DAPA deferred actions status
missing paperwork, legal concerns and ’

fear of sending personal information to the

government.!? If eligible residents are able to

complete the application process and receive deferred action status, it is very likely that they could
become eligible for Medi-Cal.

8 “National and State Estimates of Populations Eligible for DAPA and DACA Programs”. Migration Policy Institute, January 2015.
http://www.migrationpolicy.org/programs/us-immigration-policy-program-data-hub/unauthorized-immigrant-population-profiles
“Health Insurance Demographics of California Immigrants Eligible for Deferred Action”. UC Berkeley Harbor Center, March 2015.
10 “Realizing the Dream for Californians Eligible for Deferred Action for Childhood Arrivals (DACA): Demographics and Health Coverage”.
UC Berkeley Labor Center, February 2014.
1 “Two Years and Counting: Assessing the Growing Power of DACA”. Roberto G. Gonzales and Angie M. Bautista-Chavez,
American Immigration Council, Special Report, June 2014
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e Expansion of the Deferred Action for Childhood Arrivals (DACA) Program — Included in the
President’s immigration executive action was an expansion of the DACA program to cover young
persons who entered the U.S. before their 16th birthday and have lived continuously in the US
since January 1, 2010. The expansion also makes eligible to apply those who, in the existing DACA
program, had “aged out” by being older than 31 on June 15, 2012. In the expanded DACA program,
deferrals and work permits would be issued for three-year renewable periods. The Migration Policy
Institute estimates that about 99,000 Californians will become newly eligible under the DACA
expansion.!?

e Creation of the Deferred Action for Parents of Americans and Lawful Permanent Residents (DAPA)
Program —When implemented, the DAPA program would allow undocumented persons, who have
a legal permanent resident or U.S. citizen child, apply for work authorization and protection from
deportation. Persons would have to demonstrate that they have been in the country since January
1, 2010. The Migration Policy Institute estimates that about 1,116,000 California parents will
become eligible under the proposed DAPA program.*?

The President’s executive actions for the expanded DACA and new DAPA programs have been met with
considerable political resistance. On February 16, 2015 a federal district court temporarily blocked
implementation of both actions and the federal government has appealed the decision. However, if the
executive actions are permitted to move forward, more than 1.2 million additional Californians could
become eligible for deferred action status and thus potentially eligible for Medi-Cal.

Interviewed CHCs were asked to describe their experiences providing enrollment support to patients
eligible for PRUCOL status (e.g. DACA), as well as key strategies that they think will drive success in the
future. Key themes included the following:

e Community members are subject to varied and inaccurate information about PRUCOL from
immigration attorneys, the media and other avenues. Confusion and mis-information in the
community highlight the importance of effective education/awareness campaigns;

¢ Immigration enforcement fears remain potent in immigrant communities and are stoked by both
the national and local environments and events. The need for trusted community agencies to
lead client engagement efforts remains critical;

e Community health centers are uniquely positioned to engage clients given their role as trusted,
longstanding community resources and established patient and service relationships with a large
number of eligible residents;

¢ Intensive CEC training on immigration rules and PRUCOL-related enrollment is important given
the complexity of application requirements;

e Partnerships with legal aid agencies (and other trusted agencies) can facilitate CEC training, on-
site legal aid resources and collaborative community education/awareness campaigns;

e Many county eligibility workers require additional training, knowledge and awareness about
PRUCOL eligibility. Strong relationships with county eligibility offices are essential to ensuring
that clients receive accurate information and effective enrollment assistance.

12 “National and State Estimates of Populations Eligible for DAPA and DACA Programs”. Migration Policy Institute, January 2015.
http://www.migrationpolicy.org/programs/us-immigration-policy-program-data-hub/unauthorized-immigrant-population-profiles
2 bid.



Engaging the Immigrant Community
Clinic Spotlight — San Ysidro Health Center

San Ysidro Health Center serves (SYHC) 90,000 patients through its network of 11 clinic sites and
23 program locations throughout the Southern and Central region of San Diego. SYHC’s patient
population is primarily low-income Latinos (75%). According to the Director of Outreach, “we
have over 45 years as a highly trusted organization among immigrant populations. In addition to
conducting outreach in areas with high percentage of immigrants, our patients and community
members know that they can come to any one of our clinics and get information and assistance
without fear or stigma”.

In the last year, SYCH implemented several new efforts to increase engagement of the immigrant
community, including:

e Bilingual Hotline — The hotline provides an accessible resource for clients to receive guidance
from bilingual CECs, as well as complete screening and complete appointments. It has proven
very popular and successful with immigrant populations. On average, the hotline handles up
to 500 calls per week during the peak of the Open Enrollment period.

e Targeted Outreach Materials — An internally developed “Immigrant Options” flyer includes
detailed relevant information for immigrant clients, such as mixed-status families, individuals
with sponsors, and DACA eligible. Additional materials addressing immigration enforcement
fears, the Medi-Cal Recovery Program, and other topics are also distributed.

e DACA Campaign — SYHC has hired staff who have received DACA deferrals. These staff conduct
outreach to young people and students attending regional community colleges to provide
education and support.

e Targeted Media — SYHC runs periodic Spanish-language newspaper ads and TV/radio
commercials as well as 3-5 minute interviews on popular new stations that highlight
immigrant options and seek to dispel common or pervasive myths.

SYHC has also implemented overall service changes to better respond to client needs. This includes
implementing a new staffing model where one caseworker is assigned to support multiple CECs by
conducting follow-up calls on incomplete applications, checking Medi-Cal eligibility, tracking new
Covered California applications for effectuation, and renewal reminder calls, among other tasks. In
addition, SYHC’s CEC’s also serve as a new patient intake and resource specialist, linking patients to
a medical home for the first time as well as other needed support services. Stated the Director of
Outreach, “[The CECs] have become a catch-all. Once [the client] develops trust, that CEC is theirs”.
Looking forward, SYHC plans to develop more comprehensive patient support services including
care coordination and case management.

Despite these efforts, SYHC remains concerned about high levels of misinformation by Spanish-
language media and lingering immigration enforcement fears in the community. Shared the
Director of Outreach, “There is still fear about repercussions of enrolling a family member in a
mixed-status household. In San Diego, there continues to be anti-immigrant sentiments in addition
to deportation fears due to the proximity to the border.
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Partnerships to Improve Immigrant Enrollment Support
Clinic Spotlight — Clinica Sierra Vista

Clinica Sierra Vista serves over 160,000 patients in the Central Valley counties of Kern and

Fresno. Seventy-four percent of Clinica patients are Latino, many of whom are immigrants and/or
farmworkers. Clinica has evolved as a leader of PRUCOL-related education and enrollment services.
These efforts began in 2009 when new PRUCOL application requirements were rolled out and
intensified in December 2014 when Fresno’s indigent program was eliminated.

Clinica has developed an important partnership with the California Rural Legal Assistance Program
(CRLA) to ensure that their staff understand PRUCOL rules and clients have other resources
available to them. In addition to training Clinica CECs on immigration issues, CRLA places staff at
Clinica sites on a regular basis to provide support for patients. The agencies also maintain regular
communication about immigration issues.

Similarly, Clinica has invested in strengthening relationships and mutual training with county
eligibility agencies. Stated Clinica staff, “A lot of eligibility workers have no idea what PRUCOL

is and how to identify eligibles. They need more education.... This is concerning because many
individuals go directly to the counties”. In one county where Clinica is present, county eligibility
workers and Clinica CECs have participated in shared PRUCOL trainings. Clinica also persuaded the
County eligibility office to set up a distinct group in the eligibility department to handle all of the
PRUCOL applications. This ensures appropriate expertise at the county and better communication
throughout the application process.

Recognizing the sensitivity of the topic, the contradictory and confusing information presented

to residents by immigration attorneys and others, and their unique role as a trusted community
resource, Clinica has also invested in community education. This included a large DACA / PRUCOL
education campaign following the launch of the 2012 DACA program. In regards to the President’s
recent executive action, staff shared, “we are a trusted resource in this community and we will be
ready once we have more concrete information to move forward on”.
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Connecting the Dots in a Changing Coverage Environment
Clinic Spotlight — Marin Community Clinics

Marin Community Clinics (MCC) provides care to over 32,000 low-income patients at several
facilities throughout Marin County. An estimated 78% of patients are Latino, many of whom are
monolingual Spanish speakers. Since coverage expansion, MCC has increased enrollment staffing,
added dedicated enrollment hotlines and email addresses, and invested heavily in community
education and collaboration with other agencies. Prompted by an impending termination of the
local Healthy Kids program (with transition to the Kaiser Child Health Plan), MCC has more recently
begun to develop its PRUCOL-related education and enrollment support.

e Patient Outreach — MCC sent letters and made calls to patient families affected by the
upcoming Healthy Kids program termination to invite them in for screening and guidance
around coverage options. Families are being screened for DACA eligibility, referred to other
services as needed, and provided enrollment support if appropriate. In the first couple of
months, more than 70 families have been assisted with PRUCOL-related coverage enroliment.

e Community Collaboration — MCC learned that many of the agencies that provide DACA
application support or other immigration-related guidance are not aware of potential Medi-Cal
eligibility for their clients. For example, one community agency assisted 900 individuals with
DACA applications but did not provide any education or guidance around Medi-Cal enrollment.
MCC is seeking to both increase education and information-sharing between agencies, as well
as, build more coordinated approaches to client support. Stated the Outreach and Enrollment
Director, “I think one of the biggest challenges is that the organizations are not working
together”.

e Staff Training — MCC is also developing training materials and resources for its staff to ensure
that they are providing accurate and appropriate guidance to clients. MCC has reached out to
other CHCs, consortia and counties to begin assembling training materials and is pursuing both
clinic-specific and collaborative trainings with regional CHCs and other enrollment entities in the
county. Additionally, MCC is exploring ways to engage the county eligibility office to ensure that
all CECs and eligibility workers receive appropriate training and provide consistent guidance to
applicants.

- J

The Lara Bill

Legislation to expand health insurance coverage and other protections to undocumented residents is

also under consideration by the California State Legislature. At the center of a 10-bill package focused on
undocumented residents is SB 4, introduced by Senator Ricardo Lara. Known as the “Lara Bill”, it proposes
extending eligibility for full scope Medi-Cal to undocumented individuals who are otherwise eligible

for Medi-Cal. The Lara Bill would also enable undocumented residents that exceed Medi-Cal income
eligibility thresholds to purchase health insurance from qualified health plans with their own money
through the California Health Benefit Exchange (Covered California) and “to make available premium
subsidies and cost-sharing reductions to the extent funding is available”. *

On April 15, 2015 the California Senate Health Committee voted to advance the Lara Bill to the Senate
Appropriations Committee for consideration. However, the legislation does not address how the
estimated $1.3 billion in annual costs will be funded. **

14 SB 4, April 6, 2015 version as forwarded by the Senate Committee on Health. http://leginfo.legislature.ca.gov/faces/billHistoryClient.xhtml
1% California Senate Committee Oks Bill for Undocumented Health Coverage”, California Healthline, April 16, 2015.
http://www.californiahealthline.org/articles/2015/4/16/calif-senate-committee-oks-bill-for-undocumented-health-coverage.
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Benefit and Affordability “Wrap” Programs for Pregnant Women and Newly
Qualified Immigrants (NQls)

As part of ACA implementation, California created “wrap” programs to provide expanded benefits and
premium and cost-sharing assistance for two specific groups that are eligible for both Medi-Cal and tax
subsidies in Covered California. The wrap programs will support two populations enrolled in Covered
California qualified health plans: 1) pregnant women with income from 138% to 213% FPL; and 2) newly
qualified immigrant (NQI) adults — those legally present less than five years -- without dependent children
up to 138% FPL. For both populations, California Senate Bill 857, signed by Governor Brown in June 2014,
limits the premium and cost-sharing payments DHCS would pay as part of the “affordability” wrap to the
amount necessary to pay for the second lowest cost silver plan in Covered California. Qualified health
plans would be prohibited from charging or requiring an NQI or pregnant enrollee to make any payments
for any services subject to these payments.

In addition, SB857 clarifies that Covered California applicants or current enrollees who are eligible for
Medi-Cal based on pregnancy can remain in or enroll in Covered California coverage and receive Medi-
Cal coverage for pregnancy-related and postpartum services not covered by the qualified health plan (for
example, dental benefits). These enrollees will also receive payment assistance for their premiums and
cost-sharing. Pregnant women may also opt to remain in or enroll in Medi-Cal and not enroll in a Covered
California plan. The process and all options will be made available to women at the time of applying to
the Medi-Cal program or the Exchange and during their enroliment in Medi-Cal or Exchange coverage, as
applicable.

DHCS has submitted required approvals to the federal government. The functional modifications to the
California Healthcare Eligibility, Enrollment and Retention System (CalHEERS) are also scheduled but will
not be implemented until after required eligibility changes for full-scope pregnancy coverage.

Expansion of Full Scope Medi-Cal Benefits for Pregnant Women

Senate Bill 857 also expands the income eligibility level for full-scope Medi-Cal benefits for pregnant
women (with satisfactory immigration status) up to 138% of the federal poverty level (for a family of two,
this is an annual income of $22,056). Prior to ACA implementation, the income eligibility cut-off for full-
scope benefits in California was 60% of the federal poverty level (FPL) and pregnant women above would
receive only pregnancy-related services. This change in the law was necessary to align pregnant women'’s
income eligibility and scope of benefits with other groups’ as implemented in the ACA. Eligible pregnant
women will select a Medi-Cal managed care plan from which to receive services.

The Department of Health Care Services (DHCS) has submitted required State Plan and 1115 Waiver
Amendments to the federal government and expects approvals by April 2015. For this eligibility
change to take effect, the law requires functional modifications to CalHEERS. The numerous required
modifications are underway and scheduled to roll out throughout 2015.
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Conclusion

As trusted organizations that serve (and understand) low-income and vulnerable California communities,
community health centers (CHCs) have played a leading role in identifying opportunities to strengthen
patient enrollment/renewal experience and systems, as well as testing new strategies and approaches to
educate and enroll eligible residents into coverage.

As highlighted in this brief, CHCs continue to explore options to better support the full range of client
needs, including providing post-enrollment support services, facilitating medical home connections,
considering options to more effectively link clients to other needed services and piloting new strategies
targeting immigrant residents. CHCs are also spearheading efforts to develop highly successful enroliment
services in ways that are also cost-effective. As California moves forward, CHCs will continue to play a
critical role not only in enrolling and retaining individuals into health insurance, but in defining best-
practices and cost-effective approaches to enrollment support.
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With support from the Robert Wood Johnson Foundation (RWJF), the Urban Institute
is undertaking a comprehensive monitoring and tracking project to examine the
implementation and effects of the Patient Protection and Affordable Care Act of 2010
(ACA). The project began in May 2011 and will take place over several years. The Urban

Institute will document changes to the implementation of national health reform to help

states, researchers and policymakers learn from the process as it unfolds. Reports that have

been prepared as part of this ongoing project can be found at www.rwjf.org

and www.healthpolicycenter.org. The quantitative component of the project is producing

analyses of the effects of the ACA on coverage, health expenditures, affordability, access

and premiums in the states and nationally.

SUMMARY

A recent report from the Congressional Budget Office
(CBO) showed another substantial reduction in projected
federal spending on the Affordable Care Act (ACA). With
these projections now 25 percent lower than CBO’s initial
ACA estimate for the period 2014-19, there has been
renewed attention to the ongoing slowdown in health
spending growth. In this paper, we examine the annual
health spending projections from the Centers for Medicare
and Medicaid Services (CMS) Office of the Actuary from
February 2010, just prior to enactment of the ACA, through
October 2014. Unlike CBO estimates, which are limited to
federal spending, the CMS projections include spending by
all public and private payers. We consider how the CMS
projections have changed since 2010 and examine the
factors that have contributed to these changes, particularly
the potential role of the ACA in the altered trajectory of
national health spending.

In September 2010, CMS first incorporated the provisions
of the ACA into its forecast, and predicted that national
health expenditures would increase by $577 billion over
the 2014-2019 period compared to the pre-ACA baseline
(Table 1). This included the costs of public and private
coverage expansions, less the reductions in Medicare and
Medicaid payments. In October 2014, the current forecast
suggested that national health expenditures will be $2.5
trillion less over the 2014-2019 period than under the ACA
baseline forecast from September 2010. Over the 2014-
2019 period, Medicare spending is now expected to be

lower by $384 billion, Medicaid by $927 billion, and private
health insurance expenditures by $688 billion compared to
the September 2010 ACA baseline. Clearly, not all of the
spending reduction is due to the ACA; much is due to the
recent recession and a long period of slow income growth,
the growth of high deductible private health plans, cost
constraints within state Medicaid programs, and Medicare
policies unrelated to the ACA (e.g. sequestration).

But it is also likely that the law contributed; though how
much is impossible to estimate. The ACA reduced Medicare
payments, established a managed care competition
framework in the marketplaces, and imposes an excise

tax on high cost health plans beginning in 2018. While the
estimated impacts of these provisions on spending were
incorporated in the ACA baseline and later forecasts, other
effects of the ACA may have contributed to the reduction

in projected spending, but have not been attributed as
such. These include the impact of Medicare payment
adjustments on utilization of a wide variety of services, the
spillover effects of Medicare payment policies on private
payers, and lower than expected premiums in marketplaces
due to strong competition and intense negotiations over
provider payment rates. Thus, while the exact impact of the
ACA cannot be determined, it is clear that the nation has
successfully expanded coverage and is now expected to
spend considerably less than anticipated even before the
law was enacted.
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Table 1. Cumulative Spending Projections for 2014-2019

Pre- ACA C . Original Estimated Current Forecast Current Forecast
s Forecast Impact of ACA (2014-2019) Relative (2014-2019) Relative
Baseline ASCHRE Orecas for 2014-2019 to Pre-ACA Baseline to ACA Baseline
B C
B-A % change C-A % change C-B % change
(in $ billions)
National Health 22973 23550 21012 577 2.5% -1961 -8.5% -2538 -10.8%
Expenditures
Medicare 4863 4554 4170 -309 -6.4% -693 -14.3% -384 -8.4%
Medicaid 4003 4567 3640 564 14.1% -363 -9.1% -927 -20.3%
P A2 7102 7604 7006 592 8.3% 96 1.3% 688 -8.9%
Insurance
Out-of-Pocket 2438 2237 2217 -202 -8.3% -222 -9.1% -20 -0.9%
Other 4567 4498 3979 -69 -1.5% -587 -12.9% -519 -11.5%

Source: CMS Office of the Actuary.

BACKGROUND

The ACA has been criticized for insufficient attention to cost
containment, despite Medicare payment reductions, the
managed competition framework in the marketplaces, and
the excise tax on high-cost plans.! The law was originally
forecast to add $577 billion to national health expenditures
(NHE) over the 2014-19 period (from $23.0 trillion to $23.6
trillion, or 2.5 percent) (table 1). This included the cost of
the coverage expansions, less the savings from reductions
in Medicare and Medicaid payments.? Since these initial
projections were made in 2010, however, national health
spending has grown at historically low rates. From 2009

to 2013, national health spending grew at an average
annual rate of 3.9 percent.® Due to the recent slowdown in
spending growth, the current projection of NHE for 2014 to
2019 is $21.0 trillion which is $2.5 trillion lower than under
the original ACA forecast in 2010. Both forecasts include
the projected costs of the ACA coverage expansion.

The extended debate about the reasons for the recent
slowdown in health spending growth has coalesced

around two schools of thought. The first contends that the
recession and sluggish economic recovery are the dominant
reasons for the slowdown.*% This view implies that when the
economy rebounds, health expenditure growth will return to
previous levels. The second view contends that a range of
factors, including but not limited to slow economic growth
and low inflation, could have contributed to the slowdown.®
Factors other than the economy include the movement

of more people from private to public insurance with its

lower provider payment rates, increased use of higher
deductibles and coinsurance in commercial health care
plans, a shift to narrow network options in private insurance,
patent expirations and increased generic substitution for
prescription drugs, and reductions in Medicare payment
rates as well as other Medicare initiatives, including those
affecting hospital readmissions. These factors generally
reduce the flow of revenues and may have caused the
health system to make more permanent structural changes
to reduce costs. Under this second view, in the absence of
very rapid economic growth or a return to looser payment
policies by public and private insurers, spending growth
rates are likely to remain lower than in the past.

Despite considerable attention to the recent slowdown

in spending growth, there has been little focus on how
this slowdown has changed future projections of national
health spending and how it relates to the cost of the ACA.
Although both the original and current forecasts of health
spending under the ACA include estimates of the direct
effects of major ACA policies expected to affect health
spending, they do not account for any potential spillover
effects of ACA policies to other payers (e.g., Medicare
payment policies on private payers) or other supply-side
responses to the new health care environment. Thus, it is
possible that the ACA has played an unmeasured role in
the recent spending slowdown and the lower projected
future spending.
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In this paper, we examine the annual health spending
projections from the Centers for Medicare and Medicaid
Services (CMS) Office of the Actuary beginning just prior
to the ACA'’s passage and explore how those projections
have changed over the past several years. We examine

DATA AND METHODS

We use publicly available reports from the CMS Office of the
Actuary beginning with the February 2010 NHE projections
prior to the passage of the ACA and followed by projections
from September 2010, August 2011, July 2012, October
2013, and October 2014.” CMS updates its projections
each year with the most recent information on historic
health spending, economic conditions, and legislative and
regulatory changes. The February 2010 forecast represents
the pre-ACA baseline, and the September 2010 projections
are the first to include the effects of the ACA (referred to
here as the “ACA baseline”). The 2014 forecast (the “current
forecast”) includes updated information on actual health
spending through 2012 as well as legislative and other
changes since the original ACA forecast.

We examine projections through 2019 as this is the last
year for which we have a pre-ACA prediction. We focus

RESULTS

In February 2010, prior to the passage of the ACA, CMS
actuaries projected NHE would be $3.2 trillion in 2014, $4.5
trillion in 2019, and $23.0 trillion over the entire 2014-19
period (figure 1). After incorporating estimates of the effects
of the ACA, the actuaries increased their projections to

$3.3 trillion in 2014, $4.6 trillion in 2019, and $23.6 trillion
between 2014 and 2019. Overall, CMS estimated the ACA
would increase NHE by $577 billion—or 2.5 percent—

from 2014 to 2019.8 New coverage costs in Medicaid and
subsidized private insurance plans were offset somewnhat
by reductions in Medicare payment rates, Medicare and
Medicaid disproportionate share hospital payments, and
OOP spending. Under the ACA, Medicaid spending was
projected to increase by $564 billion and private health
insurance spending by $592 billion from 2014 to 2019, and
Medicare and OOP spending were projected to decrease by
$309 billion and $202 billion, respectively.

In each subsequent CMS forecast, however, NHE
projections were reduced (table 2). In the current forecast,
released in October 2014, the spending estimate for 2014
was $3.1 trillion, the 2019 estimate was $4.0 trillion, and

the legislative, regulatory, and economic factors that have
contributed to changes in the projections over time and
consider the potential role of the ACA in the changing
trajectory of national health spending.

on comparing the current projections for the 2014-19
period to those made just before and just after the passage
of the ACA. We examine total NHE as well as Medicare,
Medicaid, private health insurance, out-of-pocket (OOP)
and other spending. Other spending includes other health
insurance programs (Children’s Health Insurance Program,
US Department of Defense, Veterans Affairs); other third-
party payers such as workers’ compensation, maternal

and child health, and school health programs; public health
activity; and investment (e.g., noncommercial research, the
value of new construction and new capital equipment in the
medical sector). All Medicare projections include the cuts to
physician payments required under the sustainable growth
rate formula and will therefore understate spending levels

if and when the cuts are reversed as they have been each
year since 2003.

the 2014-19 estimate was $21.0 trillion. For the 2014-19
period, these estimates reflect a decline of $2.0 trillion
compared to the pre-ACA baseline and a decline of $2.5
trillion compared to the ACA baseline. Medicare spending
from 2014 to 2019 is now projected to be $384 billion

less than under the ACA baseline. Similarly, private health
insurance and Medicaid spending projections for 2014 to
2019 are lower by $927 billion and $688 billion, respectively,
than under the ACA baseline (table 1).

Some of these changes can be explained by new legislation
and other policy developments (e.g., the Budget Control
Act of 2011 and the Supreme Court decision on Medicaid
expansion) that have occurred since the ACA baseline
forecast in September 2010. But much of the decline in
projected spending for the 2014-2019 period seems to

be related to the historically low growth in actual health
spending that began with the recession in 2008 and has
continued to the present. For example, in 2010, health
spending growth in 2013 was projected to be a robust 6.1
percent, reflecting the expected economic recovery, but
actual health spending growth in 2013 was only 3.6 percent
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Figure 1. National Health Expenditure Projections (in $ billions)
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Source: CMS Office of the Actuary. All projections include the cuts to physician reimbursement required by the sustainable growth rate formula.

(table 2). As a result of this slow growth, the NHE estimate
for 2014 in the current forecast was $246 billion less than it
had been in the ACA baseline.®

Despite NHE growth that has been at or below gross
domestic product growth between 2010 and 2013,
however, CMS does not continue to project these low
growth rates much beyond 2016. Instead, the current
forecast assumes that NHE growth will exceed gross
domestic product growth by about half a percentage point
in 2016 and 2017, by 0.8 of a percentage point in 2018,
and by 1.3 percentage points in 2019. By 2019, the growth
in national health spending in the current forecast (6.4
percent) is expected to be the same as in the 2010 ACA
baseline. Thus, much of the decline in projected spending
for the 2014-19 period is due to the lower spending level
in 2014 and slower growth from 2014 to 2016, but not to
lower growth rates from 2017 to 2019. But the out-year
growth rate projections are considerably higher than recent
experience and could prove to be too high for reasons we
discuss below. If so, NHE spending between 2014 and
2019 will not reach the current projection of $21.0 trillion.

The economy clearly contributed to the observed slowdown
since 2010. Gross domestic product growth from 2010

to 2014 was expected to average 5.6 percent in the ACA
baseline but actually fell to 3.8 percent in the current
forecast (figure 2). In addition to the economy, other likely
contributors to the slowdown in health spending growth
include Medicare payment and other quality improvement
policies, increased prevalence of higher deductibles and
narrow networks in private insurance plans, and continued

shifts in coverage from employer-sponsored insurance

to lower-cost public coverage. The unknown factor,
however, is the extent to which the ACA has contributed
to the observed slowdown in health spending beyond that
incorporated in the ACA baseline.

Both actual and anticipated policy changes under the
ACA, including rate reductions and the movement to new
payment methods that penalize or shift risk to providers,
may have caused private payers to adopt similar policies
or have generated cost-cutting responses from providers.
If this is true, the observed slowdown in spending growth
would not have been as large in the absence of the ACA,
and the resulting projections would not have declined so
dramatically. To offset the original estimated increase in
NHE for the 2014-19 period due to the ACA ($577 billion),
the ACA would have to be responsible for approximately
23 percent of the $2.5 trillion decline in projected spending
from 2014 to 2019, beyond the cost savings explicitly
included in the projections. Although we cannot precisely
isolate the ACA impact, it is clear that even with a significant
expansion of insurance coverage, current NHE projections
are $2.0 trillion less than in the pre-ACA baseline. In the
sections that follow we describe some of the observable
factors that have contributed to the declining projections
since 2010 and consider the extent to which the ACA has
also played a role.

Medicare

Medicare spending under the ACA was initially forecast to
fall by $309 billion (from $4.9 trillion to $4.6 trillion) between
2014 and 2019 compared to the pre-ACA level (figure
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Figure 2. Gross Domestic Product (GDP) Annual Growth Rate Projections,
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Figure 3. Medicare Expenditure Projections (in $ billions)
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Source: CMS Office of the Actuary. All projections include the cuts to physician reimbursement required by the sustainable growth rate formula.

3 and table 3). This decrease was primarily due to ACA
reductions in payments to Medicare Advantage plans and
a requirement to reduce the annual payment updates for
most institutional providers by the growth in economy-wide
multifactor productivity. In the current forecast, Medicare
spending is projected to be an additional $384 billion

less between 2014 and 2019 than in the ACA baseline
(falling from $4.6 trillion to $4.2 trillion).’® In 2014, Medicare
spending is now projected to be $616 billion, $40 billion
less than in the ACA baseline. This decrease is due to lower
than expected growth in Medicare spending from 2010

to 2012 which may reflect unanticipated effects of ACA
policies including cuts to Medicare Advantage payments

in 2011 and reductions in payments to various providers in
2012. Lower spending in 2014 also reflects the effects of
the Budget Control Act of 2011 (i.e., sequestration), which
required Medicare payments for all types of services to be
reduced by 2 percent beginning in April 2013 (table 3). The
lower rate of spending growth between 2010 and 2014 in
the current forecast compared to the ACA baseline is due
entirely to lower growth in spending per enrollee. Enroliment
growth averages about 3 percent per year in both forecasts,

ACA Implementation—Monitoring and Tracking 6



but growth in spending per enrollee from 2010 to 2014
averaged 2.3 percent in the ACA baseline compared to 1.2
percent in the current forecast (table 4).

Slow growth is expected to continue in 2015 due primarily
to the expiration of the Medicare Advantage Quality Bonus
Payment Demonstration.'" After 2015, however, CMS
assumes that Medicare spending growth for both total
spending and spending per enrollee will return to rates
similar to those included in the ACA baseline. Thus, the
large decline in projected spending from 2014 to 2019

in the current forecast compared to the ACA baseline is
primarily a result of slow Medicare spending growth in the
early part of the decade and the effects of sequestration. It
does not appear that CMS assumes any lasting structural
changes have contributed to the recent slowdown in
Medicare spending growth, but White and colleagues
suggest that unanticipated effects of the ACA have
contributed to reduced home health spending, hospital
readmissions, and utilization of hospital days, outpatient
hospital visits, skilled nursing facility days, and advanced
imaging prior to 2014."2 If these and other effects persist
and have not been incorporated in the CMS projections,
the estimates of Medicare spending from 2014 to 2019
would be overstated.

Medicaid

Medicaid spending from 2014 to 2019 under the ACA

was originally expected to increase by about $564 billion
(from $4.0 trillion to $4.6 trillion) compared to the pre-ACA
forecast (figure 4 and table 5). This increase primarily reflects
the ACA expansion of Medicaid eligibility to those with

incomes below 138 percent of the federal poverty level. In
the current forecast, Medicaid spending is projected to be
$927 billion lower than the original ACA estimate (falling
from $4.6 trillion to $3.6 trillion). This difference is due in
large part to much slower than anticipated spending growth
from 2010 to 2012. For example, Medicaid spending grew
only 2.4 percent in 2011 compared to the ACA baseline
projection of 9.1 percent (table 5). CMS attributes this slow
growth to the expiration of enhanced federal match rates in
2011 and state efforts to contain costs.

The Supreme Court decision allowing states to opt out

of the ACA Medicaid expansion has also contributed to

the drop in projected spending since 2010. The current
enrollment estimate for 2014 is about 66 million, compared
to approximately 79 million in the ACA baseline, but CMS
also assumes continued growth in Medicaid enrollment after
2014 such that for 2019 the current enrollment projection is
only 3.3 million less than in the ACA baseline (table 6). This
estimate most likely reflects an assumption that many more
states will adopt the ACA Medicaid expansion over time.
Using the difference in annual enrolliment between the current
forecast and the ACA baseline and Urban Institute estimates
of spending per enrollee for the expansion population, we
estimate that the Supreme Court decision reduced projected
spending during the 2014-19 period by about $210 billion
(data not shown). Thus, most of the reduction in projected
Medicaid spending is not due to lower enrollment, but to
lower spending per enrollee. Mainly as a result of the slow
growth from 2010 to 2012, spending per enrollee in 2019

is now projected to be $9,250, compared to $11,175 in the
ACA baseline. But the projected growth in spending per

Figure 4. Medicaid Expenditure Projections (in $ billions)
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Source: CMS Office of the Actuary.
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enrollee from 2016 to 2019 is similar to the ACA baseline
estimates, which suggests again that CMS does not assume
any lasting effects from the slow growth in spending in the
early part of the decade.

Private Health Insurance

In the original ACA baseline, private health insurance
spending was projected to increase by $592 billion (from $7.1
trillion to $7.7 trillion) for the 2014-2019 period compared to
the pre-ACA forecast (figure 5 and table 7). This increase was
due mostly to the ACA expansion of private coverage through
federally subsidized exchange plans.™ In the most recent
forecast, however, private spending is projected to be $688
billion less than the ACA baseline estimate for the 2014-19
period (falling from $7.7 trillion to $7.0 trillion). This difference
reflects slower expected spending growth in both the pre-
and post-2014 periods (table 7). In the pre-2014 period, this
slower spending growth seems to have been due to slower
economic recovery than originally expected and declines

in prescription drug spending related to patent expirations
and increased generic substitution, as well as a shift toward
higher deductibles and cost sharing in private plans. From
2010 to 2014, growth in enrollment and spending per
enrollee are both lower in the current forecast than in the
ACA baseline (table 8).

Both total spending and spending per enrollee are
currently projected to grow faster beginning in 2014
compared to the pre-2014 period. This faster growth is
due to increased enrollment in private health insurance
through the exchanges as well as expanded benefits for

those transitioning from the pre-ACA individual market.

The continued economic recovery is also expected to

spur faster growth in private spending, but this growth

is tempered by the excise tax on high-cost plans and an
expectation that some employers of low-wage workers will
stop offering insurance. Nonetheless, the current projections
are considerably lower than those in the ACA baseline.

For example, average growth in spending per enrollee

from 2014 to 2019 is 4.2 percent in the current forecast
compared to 5.7 percent in the ACA baseline. The current
estimate includes lower growth rates from 2014 to 2017
compared to the ACA baseline, but higher growth rates in
2018 and 2019 because the expected effect of the excise
tax on high cost insurance plans has been reduced. It is not
clear whether the forecast has been affected by lower than
expected marketplace premiums. Thus, even the current
projections may prove too high.

Out-of-Pocket and Other Health Spending

In the ACA baseline, OOP costs during the 2014-19 period
were projected to fall by $202 billion (from $2.4 trillion to
$2.2 trillion) compared to the pre-ACA forecast (figure

6 and table 9). This estimated decline was attributed to

the coverage expansions under the ACA as well as the
provision of additional cost-sharing subsidies to low-income
individuals with private coverage through the marketplace.
The current forecast predicts that OOP spending from 2014
to 2019 will be $20 billion lower than the ACA baseline
estimate. This change reflects lower growth rates for

OOP spending for most of the 2012-17 period (table 9).
The effects of the 2018 excise tax on OOP spending are

Figure 5. Private Health Insurance Expenditure Projections (in $ billions)
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Figure 6. Out-of-Pocket Expenditure

Projections (in $ billions)
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Figure 7. Other Health Expenditure Projections (in $ billions)
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projected to be smaller in the current forecast than in the

original ACA baseline. This estimate seems to parallel the
projections for private insurance spending, because lower
projected private premiums will diminish the effects of the
excise tax.

The residual “other” category of NHE consists of spending
on a wide range of programs, including the Children’s
Health Insurance Program, US Department of Defense
and Veterans Affairs health programs, public health

activity, and investments such as new construction and
capital equipment in the medical sector. The original
ACA forecast predicted a relatively small ($68 billion)
decline from the pre-ACA baseline in other spending
during the 2014-19 period; the current forecast projects
an additional reduction in other spending of $519 billion
(from $4.5 trillion to $4.0 trillion) compared to the ACA
baseline, much of which seems to reflect reductions in
projected investment spending (figure 7 and table 10).

ACA Implementation—Monitoring and Tracking
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The slower growth in this category in the current forecast
is a significant contributor to the overall decline in the
NHE projections for the 2014-19 period. Given the varied
components of this spending category, however, it is

DISCUSSION

The ACA was originally estimated to add $577 billion to
NHE over the 2014-19 period. This included the cost of
the coverage expansions (over $1.1 trillion according to the
CMS actuaries) less reductions in Medicare and Medicaid
spending. Current projections suggest that NHE will be
$2.5 trillion less than the original ACA estimate for 2014

to 2019. Much of this decrease is due to slower growth in
expenditures between 2010 and 2014, but projections for
spending growth between 2014 and 2019 are also lower
than in the original ACA estimate, particularly for private and
OOP spending.

The Congressional Budget Office (CBO) also projects
declines in federal expenditures on exchange subsidies,
Medicaid and the Children’s Health Insurance Program,

and Medicare relative to their original ACA forecast. CBO
estimates are limited to the ACA expansion population, both
those individuals entering the exchanges or newly enrolled
in Medicaid. In 2010, CBO forecast the gross cost of the
coverage provisions to be $921 billion from 2014 to 2019
(table 11). By March 2015, the forecast had been reduced
to $686 billion, a reduction of 25.5 percent. In its 2010
forecast, CBO projected that exchange subsidies would be
$458 billion over the 2014-19 period. In the most recent
forecast, they project $333 billion, a 27.3 percent reduction.
For Medicaid, CBO’s original forecast was $441 billion in
federal expenditures on the ACA expansion population from
2014 10 2019. In 2015, this forecast had been reduced

to $347 billion. Much of this reduction is related to the
Supreme Court decision. CBO also projects Medicare
spending to be $443 billion lower during the 2014-19
period than in their original post-ACA forecast.

CMS does not seem to attribute any of the reduction in
projected expenditures to the effects of the ACA, though
they had incorporated some ACA cost containment
provisions into their original projections (e.g., Medicare
payment reductions, the excise tax on high-cost plans).'
But there are several ways in which the ACA could have
contributed to the slowdown in spending growth prior to
2014 and thereby to the reduced projections. First, the
ACA Medicare payment adjustments that began in 2011
appear to have had a greater impact on utilization than
anticipated, with reductions in hospital days, outpatient

difficult to disentangle what might have contributed to the
lower projections or whether any of the savings could be
attributed to the ACA.

hospital visits, skilled nursing facility days, and advanced
imaging prior to 2014.'® Second, lower payment rates

in Medicare may have affected payment rates by other
payers. Recent research has suggested that payment policy
changes by Medicare affect payments by private payers.'®
For example, commercial insurer negotiations over physician
payment rates are affected by Medicare rates. Likewise,
hospital payment rates by private payers also tend to reflect
changes in Medicare payments, and contrary to a theory

of cost shifting, private payment rates do not appear to
increase in response to cuts in Medicare payments.'” Third,
other Medicare policies under the ACA, including financial
penalties for hospital readmissions, may have spilled over
to other payers and contributed to slower spending growth.
It is unlikely that accountable care organizations, medical
homes, and other delivery system reforms have played

a significant role in the observed slowdown in spending
growth, despite some claims to the contrary.'® But taken
together, the various components of the ACA could have
contributed to a cultural shift that has affected provider
behavior and, in turn, spending. Finally, the uncertainty
associated with the pending implementation of various
ACA provisions along with anticipated cost containment
efforts by private payers may have caused providers to

be more cautious with regard to investments and thereby
constrained spending growth.

Components of the ACA not included in the CMS
projections could result in even lower future expenditures
than in the current forecast. First, premiums in marketplaces
are well below expectations (due to strong competition,
intense negotiations on provider payment rates, and
narrower networks), and these lower premium costs should
further mitigate the cost of expanded coverage.’® Second,

if the constraints on Medicare payment rates continue to
reduce utilization, the current Medicare projections may

be too high. Finally, in markets throughout the country,
employers have offered their workers high-deductible and
narrow network products that have dampened spending
growth, and they are likely to continue shifting their plans in
this direction. The net effect is that the $21.0 trillion estimate
of national health spending for the 2014-19 period could be
an overestimate.
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Of course, other factors suggest the current projections
will prove to be an underestimate of future spending. One
such factor is the emergence of a new class of specialty
pharmaceuticals, such as Sovaldi and Harvoni, which could
lead to increased growth in prescription drug spending.
Another is a potential backlash, both by consumers and
regulatory agencies, against the narrow networks and
high deductibles that have helped to hold down spending
growth in recent years. Last, many of the factors that have
contributed to the decline in spending projections have
lowered the level of spending, but history would suggest
that sustaining lower growth rates may be more difficult.
Thus, if growth rates rebound faster than expected, the
current forecast may be optimistic.

To offset the original $577 billion ACA cost estimate for
2014 to 2019, the ACA would have to be responsible

for approximately 23 percent of the $2.5 trillion decline

in projected spending during that period, beyond the
ACA cost savings that have already been included in the
projections. Although it is impossible to quantify how much
the ACA has truly contributed to the reduced spending
projections over time, it is clear that NHE levels through
2019 are projected to be substantially lower than the
levels forecast just a few years ago and that this decline in
projected spending has occurred along with a successful
coverage expansion.
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Table 2. National Health Expenditure Projections 2010-2019

National Health Spending ($ billions)

Cumulative | Cumulative
Spending Spending
2013 2014 2015 2016 2017 2018 2019 2010-2014 2014-2019
(AAGR) (AAGR)

A. Pre-ACA Baseline

Eo 0] 2570 2703 2850 3025 3225 3442 3684 3036 4204 4483 14373 22973

Growth rate 52% 54% 6.1% 6.6% 67% 7.0% 68% 68% 6.6% 5.8% 6.8%

= é(;;\thg%r;e 2600 2710 2852 3025 3302 3538 3796 4045 4208 4572 14489 23550

Growth rate 42% 52% 61% 9.2% 7.1% 7.3% 6.6% 63% 6.4% 6.2% 6.7%

& /;g?eﬁsfm L 0584 2708 2824 2980 3227 3418 3632 3850 4080 4347 14324 20553

Growth rate 48% 43% 55% 83% 59% 63% 60% 60% 6.5% 5.7% 6.1%

D.July 2012 Forecast 2594 2695 2809 2916 3130 3308 3514 3723 3952 4207 14143 21835

Growth rate 39% 4.2% 3.8% 7.4% 57% 63% 59% 62% 6.5% 4.8% 6.1%

= E)Ocr’(:cbaesrtZO‘l g 2600 2701 2807 2915 G078 3958 3442 3643 3870 4121 14100 21412

Growth rate 39% 39% 39% 56% 58% 57% 58% 62% 6.5% 4.3% 6.0%

F %gtreggfz)recw 2509 2693 2793 2895 3057 3199 3375 3568 3785 4029 14037 21012

Growth rate 36% 37% 3.6% 56% 4.6% 55% 57% 6.1% 64% 4.1% 5.7%
GDP in Current

e 14958 15534 16245 16800 17354 18204 19133 20128 21195 22275 80891 118289

GDP Growth Rate 3.9% 4.6% 3.4% 3.3% 49% 51% 52% 53% 51% 3.8% 5.1%

ACA Baseline Relative to Pre-ACA Baseline
Difference (B-A) 31 7 1 0 7 96 112 109 94 89 116 577
Percent change 12% 03% 0.0% 0.0% 24% 28% 3.0% 28% 22% 2.0% 0.8% 2.5%
Current Forecast Relative to Pre-ACA Baseline
Difference (F-A) 29 -10 -57  -180 -169 -243 -309 -368 -418 -454 -336 -1,961
Percent change 11% -04% -2.0% -43% -52% -71% -84% -93% -9.9% -10.1% -2.3% -8.5%
Current Forecast Relative to ACA Baseline
Difference (F-B) -1 -17 -58  -130  -246  -340 -421 -477 -512 -543 -452 -2,538

Percent change 0.0% -0.6% -20% -43% -74% -9.6% -11.1% -11.8% -11.9% -11.9% -8.1% -10.8%

Source: CMS Office of the Actuary.
Note: AAGR is average annual growth rate. All projections include the cuts to physician reimbursement required by the SGR formula.
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Table 3. Medicare Expenditure Projections, 2010-2019

Medicare Spending ($ billions)
Cumulative | Cumulative
Spending Spending
2010 2014 2015 2016 2017 2018 2019 2010-2014 2014-2019
(AAGR) (AAGR)

A. Pre-ACA Baseline

Eo 0] 544 586 627 673 714 767 830 901 978 2944 4863
Growth rate 58% 7.6% 7.0% 7.3% 6.1% 7.5% 82% 85% 85% 6.9% 7.8%
2}, 05 EERE D 534 549 586 620 656 685 723 771 828  89f 2945 4554
(Sept. 2010)
Growth rate 27% 67% 58% 58% 4.4% 56% 66% 7.4% 7.7% 5.3% 6.3%
©- Cuiiignt Foieezs: 520 546 573 591 616 624 658 703 757 811 2846 4170
(Oct. 2014)
Growth rate 50% 4.8% 3.3% 42% 1.3% 54% 69% 7.7% 7.1% 4.3% 5.7%

ACA Baseline Relative to Pre-ACA Baseline
Difference (B-A) 20 ® 0 -7 -17 -30 -44 -59 -73 -86 0 -309
Percent change 38% 08% 00% -11% -25% -41% -58% -71% -81% -8.8% 0.0% -6.4%
Current Forecast Relative to Pre-ACA Baseline
Difference (C-A) 6 2 -13 -36 -57 -90 -110 -127 -143 -166 -98 -693
Percent change 11% 03% -23% -57% -85% -12.6% -14.3% -15.3% -159% -17.0% -3.3% -14.3%
Current Forecast Relative to ACA Baseline
Difference (C-B) -14 -3 -13 -29 -40 -61 -65 -68 -7 -80 -99 -384
Percent change 27% -05% -23% -46% -6.1% -88% -9.0% -88% -85% -9.0% -3.3% -8.4%

Source: CMS Office of the Actuary.
Note: AAGR is average annual growth rate. All projections include the cuts to physician reimbursement required by the SGR formula.
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Table 4. Medicare Spending, Enrollment and Spending Per Enrollee
Projections, 2010-2019

Average Average
Spending/ Spending/
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 Enrollment Enrollment
2010-2014 2014-2019

(AAGR) (AAGR)

Medicare Spending ($ billions)

ACA Baseline 534 549 586 620 656 685 723 771 828 891 589 759
Growth rate 27% 6.7% 58% 58% 44% 56% 6.6% 7.4% 7.7% 5.3% 6.3%
Current Forecast 520 546 573 591 616 624 658 703 757 811 569 695
Growth rate 50% 48% 33% 42% 1.3% 54% 69% 7.7% 7.1% 4.3% 5.7%

Medicare Enrollment (millions)

ACA Baseline 46.8 479 493 509 524 5639 554 571 58.8 60.5 49 56
Growth rate 24% 2.9% 32% 29% 29% 28% 31% 3.0% 2.9% 2.9% 2.9%
Current Forecast 46.6  47.7 497 51.0 527 544  56.0 57.7 59.4 61.1 50 57
Growth rate 24% 42% 26% 33% 32% 29% 30% 29% 2.9% 3.1% 3.0%

Medicare Spending Per Enrollee ($)

ACA Baseline 11,419 11,450 11,880 12,177 12,615 12,699 13,062 13,601 14,082 14,734 11,890 13,431
Growth rate 04% 3.7% 25% 28% 1.5% 28% 34% 4.3% 4.6% 2.3% 3.3%
Current Forecast 11,163 11,451 11,619 11,692 11,687 11,471 11,748 12,187 12,751 13,280 11,482 12,187
Growth rate 26% 06% 06% 08% -1.9% 24% 37% 4.6% 4.1% 1.2% 2.6%

Source: CMS Office of the Actuary.
Note: AAGR is average annual growth rate. All projections include the cuts to physician reimbursement required by the SGR formula.

ACA Implementation—Monitoring and Tracking 14



Table 5. Medicaid Expenditure Projections, 2010-2019

Medicaid Spending ($ billions)
Cumulative | Cumulative
Spending Spending
20 2011 2012 2013 2014 2015 2016 2017 2018 2019 2010-2014 2014-2019
(AAGR) (AAGR)
447 478 513 552

10

A. Pre-ACA Baseline

Eo 0] 412 503 638 687 739 794 2402 4003

Growth rate 85% 7.0% 7.3% 7.5% 7.5% 7.6% 7.6% 7.6% 7.5% 7.6% 7.6%
2}, 05 EERE D 427 466 502 540 634 684 738 780 836 896 2569 4567

(Sept. 2010)

Growth rate 9.1% 7.6% 7.7% 17.4% 7.8% 7.9% 58% 7.1% 7.3%  10.4% 7.2%
©- Cuiiignt Foieezs: 398 408 421 450 507 541 588 627 667 711 2184 3640

(Oct. 2014)

Growth rate 24% 33% 6.7% 12.8% 67% 86% 6.6% 64% 6.7% 6.2% 7.0%

ACA Baseline Relative to Pre-ACA Baseline
Difference (B-A) 15 19 23 27 82 91 99 93 97 102 167 564
Percent change 37% 43% 49% 52% 14.9% 153% 155% 13.6% 13.1% 12.8% 6.9% 14.1%
Current Forecast Relative to Pre-ACA Baseline
Difference (C-A) -14 -39 -57 -64 -45 -52 -511 -60 -72 -83 -219 -363
Percent change -34% -8.8% -11.9% -12.4% -81% -88% -8.0% -88% -9.8% -10.4% -9.1% -9.1%
Current Forecast Relative to ACA Baseline
Difference (C-B) -29 -58 -80 -91 -127  -143 -150 -154 -169 -185 -385 -927
Percent change -6.8% -12.5% -16.0% -16.8% -20.0% -20.9% -20.3% -19.7% -20.2% -20.6% -15.0% -20.3%

Source: CMS Office of the Actuary.
Note: AAGR is average annual growth rate.
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Table 6. Medicaid Spending, Enrollment and Spending Per Enrollee
Projections, 2010-2019

Medicaid Spending and Enrollment

Average Average
Spending/ Spending/
2013 2014 2015 2017 2018 2019 Enrollment Enrollment
2010-2014 2014-2019

(AAGR) (AAGR)

ACA Baseline 427 466 502 540 634 684 738 780 836 896 514 761
Growth rate 9.1% 7.6% 7.7% 17.4% 78% 79% 58% 7.1% 7.3% 10.4% 7.2%
Current Forecast 398 408 421 450 507 541 588 627 667 711 437 607
Growth rate 24% 33% 6.7% 128% 6.7% 86% 6.6% 64% 6.7% 6.2% 7.0%

Medicaid Spending ($ billions)

Medicaid Enrollment (millions)

ACA Baseline 549 56.0 66.6 572 788 78.3 78.1 78.3 79.4 80.2 61 79
Growth rate 20% 1.1% 1.1% 37.8% -06% -03% 03% 1.4% 1.0% 9.5% 0.4%
Current Forecast 53.1 57.1 57.7  58.0 65.9 69.7 74.4 75.5 76.4 76.9 58 73
Growth rate 76% 1.1% 05% 13.6% 58% 6.7% 1.5% 1.2% 0.7% 5.5% 3.1%

Medicaid Spending Per Enrollee ($)

ACA Baseline 7,783 8,321 8,860 9,441 8,047 8,733 9,443 9,963 10,523 11,175 8,491 9,647
Growth rate 6.9% 6.5% 6.5% -14.8% 85% 81% 55% 56% 62% 0.8% 6.8%

Current Forecast 7,497 7,140 7,300 7,750 7,697 7,763 7,897 8,298 8,726 9,250 7,477 8,272
Growth rate -48% 22% 62% -07% 09% 1.7% 51% 52% 6.0% 0.7% 3.7%

Source: CMS Office of the Actuary.
Note: AAGR is average annual growth rate.
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Table 7. Private Health Insurance Expenditure Projections, 2010-2019

Private Health Insurance Spending ($ billions)

Cumulative | Cumulative
Spending Spending
2013 2014 2015 2016 2017 2018 2019 2010-2014 2014-2019
(AAGR) (AAGR)

A. Pre-ACA Baseline

Eo 0] 829 862 894 942 1005 1076 1149 1220 1291 1361 4533 7102
Growth rate 40% 37% 54% 66% 7% 68% 62% 58% 54% 4.9% 6.3%
2}, 05 EERE D 845 864 895 944 1065 1161 1258 1346 1398 1467 4613 7694
(Sept. 2010)
Growth rate 22% 3.6% 54% 12.8% 9.1% 83% 7.0% 3.8% 50% 6.0% 6.6%
©- Cuiiignt Foieezs: 860 889 917 948 1012 1082 1137 1191 1253 1330 4625 7006
(Oct. 2014)
Growth rate 34% 32% 3.3% 68% 69% 50% 48% 52% 6.2% 4.2% 5.6%

ACA Baseline Relative to Pre-ACA Baseline
Difference (B-A) 16 2 1 1 60 86 108 125 107 107 80 592
Percent change 19% 02% 01% 01% 6.0% 7.9% 94% 10.3% 83% 7.8% 1.8% 8.3%
Current Forecast Relative to Pre-ACA Baseline
Difference (C-A) 30 27 23 5 7 7 -13 -29 -38 -30 92 -96
Percent change 37% 31% 25% 06% 07% 06% -1.1% -24% -2.9% -2.2% 2.0% -1.3%
Current Forecast Relative to ACA Baseline
Difference (C-B) 115 25 22 4 -63 -79 -121 -1565 -145 137 13 -688

Percent change 1.7% 29% 24% 04% -49% -68% -96% -11.5% -10.3% -9.3% 0.3% -8.9%

Source: CMS Office of the Actuary.
Note: AAGR is average annual growth rate.
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Table 8. Private Health Insurance Spending, Enrollment and Spending Per
Enrollee Projections, 2010-2019

Average Average
Spending/ Spending/
2010 2011 2012 2013 2014 2015 2016 2017 Enrollment Enrollment
2010-2014 2014-2019

(AAGR) (AAGR)

Private Health Insurance Spending ($ billions)

ACA Baseline 845 864 895 944 1065 1161 1258 1346 1398 1467 923 1282
Growth rate 22% 36% 54% 128% 9.1% 83% 7.0% 38% 50% 6.0% 6.6%
Current Forecast 860 889 917 948 1,012 1,082 1,137 1,191 1,263 1,330 925 1168
Growth rate 34% 32% 33% 68% 69% 50% 48% 52% 62% 4.2% 5.6%

Private Health Insurance Enroliment (millions)

ACA Baseline 189.2 187.1 188.4 190.7 198.1 200.6 203.7 206.4 206.5 207.1 191 204
Growth rate -1.1%  0.7% 1.2% 39% 1.3% 1.5% 1.3% 0.0% 0.3% 1.2% 0.9%
Current Forecast 186.3 187.3 188.0 188.5 190.0 197.0 199.1 200.1 201.7 203.2 188 199
Growth rate 0.5% 04% 03% 08% 37% 1.1% 05% 08% 0.7% 0.5% 1.4%

Private Spending Per Enrollee ($)

ACA Baseline 4,466 4,617 4,763 4,948 5375 5790 6,174 6,520 6,768 7,085 4,832 6,285
Growth rate 34% 29% 4.1% 86% 7.7% 6.6% 56% 38% 4.7% 4.7% 5.7%

Current Forecast 4,614 4,745 4,878 5,027 5327 5494 5,710 5,954 6,212 6,547 4,918 5,874
Growth rate 28% 28% 31% 6.0% 31% 39% 43% 4.3% 54% 3.7% 4.2%

Source: CMS Office of the Actuary.
Note: AAGR is average annual growth rate.
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Table 9. Out-of-Pocket Expenditure Projections, 2010-2019

- =

A. Pre-ACA Baseline

(Feb. 2010) €00 Sl
Growth rate 2.7%  3.7%
B. ACA Baseline
(Sept. 2010) 288 298 309
Growth rate 32% 4.0%
C. Current Forecast
(Oct. 2014) 306 316 328
Growth rate 34% 3.8%
ACA Baseline Relative to Pre-ACA Baseline
Difference (B-A) -4 -2 -2
Percent change -1.3% -0.8% -0.6%

Current Forecast Relative to Pre-ACA Baseline
Difference (C-A) 14 16 17

Percent change 46% 54% 55%

Current Forecast Relative to ACA Baseline
Difference (C-B) 17 19 19

Percent change 6.0% 6.3% 6.1%

Source: CMS Office of the Actuary.
Note: AAGR is average annual growth rate.
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395

6.3%

354

4.7%

356

3.0%

-41

-10.4%
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Cumulative | Cumulative
Spending Spending

2010-2014 2014-2019
(AAGR) (AAGR)
417 441 466 1579 2438
56% 56% 5.6% 4.5% 6.0%
374 410 439 1542 2237
58%  9.6% 7.0% 2.8% 6.4%
372 391 414 1627 2217
4.5% 5.1%  5.7% 2.6% 4.1%
-43 -31 -27 -36 -202
-10.3% -6.9% -5.8% -2.3% -8.3%
-45 -50 -52 48 -222
-10.8% -11.3% -11.2% 3.0% -9.1%
-2 -19 -25 84 -20
-0.6% -4.6% -5.8% 5.5% -0.9%
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Table 10. Other Health Expenditure Projections, 2010-2019

Other Health Spending ($ billions)

Cumulative | Cumulative
Spending Spending
2013 2014 2015 2016 2017 2018 2019 2010-2014 2014-2019
(AAGR) (AAGR)

5215 5493 580.8 6152 6479 6871 7337 7815 8322 8844 2915 4567
(Feb. 2010)
Growth rate 53% 57% 59% 53% 6.1% 68% 65% 65% 6.3%  56% 6.4%
2}, 05 EERE D 505.2 5335 559.7 596.0 6260 670.6 7239 7738 826.4 877.8 2820 4499
(Sept. 2010)
Growth rate 56% 4.9% 65% 50% 7.1% 7.9% 69% 68% 62%  55% 7.0%
C.Current Forecast  oyp o gaa 5545 5679 5832 6054 6366 6750 7172 7620 2756 3979
(Oct. 2014)
Growth rate 36% 38% 24% 27% 38% 52% 60% 63% 62%  3.1% 5.5%

A. Pre-ACA Baseline

ACA Baseline Relative to Pre-ACA Baseline
Difference (B-A) -16 -16 -21 -19 -22 -17 -10 -8 -6 -7 -94 -68
Percent change -31% -29% -3.6% -31% -34% -24% -13% -1.0% -0.7% -0.7% -3.2% -1.5%
Current Forecast Relative to Pre-ACA Baseline
Difference (C-A) -6 -15 -26 -47 -65 -82 -97 -107 -115 -122 -160 -587
Percent change -12% -28% -45% -7.7% -10.0% -11.9% -13.2% -13.6% -13.8% -13.8% -5.5% -12.9%
Current Forecast Relative to ACA Baseline
Difference (C-B) 10 1 -5 -28 -43 -65 -87 -99 -109 -116 -65 -519
Percent change 20% 01% -09% -47% -6.8% -9.7% -121% -12.8% -13.2% -13.2% -2.3% -11.5%

Source: CMS Office of the Actuary.
Note: AAGR is average annual growth rate.
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Table 11: Congressional Budget Office Expenditure Projections,
2010 and 2015

2010 Report: 2015 Report: Difference (2010-2015)
2014-2019 2014-2019
S Billons) Spiiony | 5 %

Outlays

Exchange Subsidies & Related Spending 458 888 -125 -27.3%
Medicaid and CHIP Outlays 441 347 -94 -21.3%
Gross Cost of Coverage Provisions 921 686 -235 -25.5%
Medicare

Total Mandatory Outlays 4485 4,042 -443 -9.9%
Net Mandatory Outlays 3816 3,378 -438 -11.5%

Sources: Congressional Budget Office, The Budget and Economic Outlook: an Economic Update, August 2010. Congressional Budget Office, Updated Budget Projections:
2015 to 2025.

Notes: CHIP is Children’s Health Insurance Program. Estimates are for federal spending and revenues only. Medicaid and CHIP estimates only include ACA expansion population.
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to the Urban Institute.
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Health Care Coverage and Access in the Nation's
Four Largest States

Results from the Commonwealth Fund Biennial Health Insurance Survey,

2014
Toplines
{#) 48%% of people in FL and TX skipped care because of costs, compared to 30% in NY and CA
{#) Stirvey highlights link btw state policies & access to health care in CA, FL, NY & TX
Abstract

Across the country’s four largest states, uninsured rates vary for adults ages 19 to 64: 12 percent of New
Yorkers, 17 percent of Californians, 21 percent of Floridians, and 30 percent of Texans lacked health
coverage in 2014. Differences also extend to the proportion of residents reporting problems getting needed
care because of cost, which was significantly lower in New York and California compared with Florida and
Texas. Similarly, lower percentages of New Yorkers and Californians reported having a medical bill problem
in the past 12 months or having accrued medical debt compared with Floridians and Texans. These
differences stem from a variety of factors, including whether states have expanded eligibility for Medicaid,
the state’s uninsured rate prior to the Affordable Care Act taking effect, differences in the cost protections

provided by private health insurance, and demographics.

OVERVIEW

The Affordable Care Act has had profound implications for health insurance coverage in the United States.
More than 25 million Americans now have coverage under its provisions, which include the expansion of
Medicaid eligibility, subsidized private plans purchased in the health insurance marketplaces, and—for young
adults up to age 26—the opportunity to enroll in a parent’s plan.! A recent analysis of the Commonwealth

Fund Biennial Health Insurance Survey indicates that the percentage of uninsured adults has dropped from 20



percent in 2010 to 16 percent in 2014.2 The law, however, gives states flexibility in implementing its
provisions, including the choice of operating their own health insurance marketplace or leaving that task to
the federal government. Moreover, in 2012, the U.S. Supreme Court gave states the power to decide whether
or not to expand Medicaid eligibility to more lower-income adults. States’ policy choices, combined with
each state’s unique demographic characteristics and history, have resulted in a wide range of experiences
among Americans since the law took effect. In this brief we use data from the Biennial Survey to examine
differences in health insurance coverage, cost-related problems getting needed care, and medical bill

problems and debt among adults ages 19 to 64 in the nation’s four largest states.

The four largest states in the U.S.—California, Florida, New York, and Texas—fall into two distinct
categories. The first group is represented by California and New York, both of which are operating their own
health insurance marketplaces and have expanded eligibility for Medicaid to adults who earn at or below 138
percent of the federal poverty level—about $16,000 for an individual or $32,000 for a family of four.? Florida
and Texas, the second group, are using the federal marketplace to enroll residents in health plans and have
declined to expand Medicaid eligibility. In this new analysis of data from the Commonwealth Fund Biennial
Health Insurance Survey, we find that, in 2014, there were larger shares of uninsured adults in Florida and
Texas compared with California and New York. In addition, adults in Florida and Texas were more likely to

report not getting needed care because of cost and to report having problems paying medical bills.

SURVEY FINDINGS IN DETAIL
Texas Has Highest Uninsured Rate of the Four Largest States

Among the four states, the proportion of working-age adults without health coverage in 2014 was highest in
Florida and Texas, at 21 percent and 30 percent, respectively (Exhibit 1). California’s uninsured rate was 17
percent, while New York’s was 12 percent.*>® While this study did not examine trends at the state level,
federal survey data indicate that since the Affordable Care Act’s passage, uninsured rates declined in all four
states, with California registering the greatest decrease.’

Young adults have experienced the largest gains in coverage nationally. According to the survey, by 2014, the
national uninsured rate for 19-to-34-year-olds was 19 percent. This was down from 27 percent in 2010, the
year adult children became eligible to remain on parents’ health plans to age 26.8 There are differences
among the four states. In New York, 14 percent of young adults were uninsured in 2014, compared with 34

percent in Texas, 26 percent in Florida, and 23 percent in California.

How Florida and Texas Are Implementing the Affordable Care Act

Neither Florida nor Texas has expanded eligibility for Medicaid under the Affordable Care Act. Both states opted to use
the federal marketplace, HealthCare.gov, to enroll individuals in private plans. For their existing Medicaid programs, both
states have very low income eligibility thresholds. In Florida, adults who are parents of dependent children are eligible for

Medicaid if they make less than 34 percent of the poverty level—an annual income of about $8,000 for a family of four—



but there is no coverage for childless adults.” There is also no Medicaid coverage for childless adults in Texas and the
eligibility threshold for parents is even lower at 19 percent of poverty, or an annual income of about $4.475 for a family

of four. 10

Both Florida and Texas have had successful enrollment in their marketplaces: about 1.6 million people have selected a
2015 marketplace plan in Florida and more than 1.2 million have done so in Texas.!! Both states have also seen increases
in their Medicaid enrollment since October 2013, as more people have become aware that they are eligible for coverage:
Florida’s Medicaid and Children’s Health Insurance Program enrollment has grown by about 300,000 people and Texas’

enrollment has grown by about 210,000.'?

There are also significant differences in coverage rates for adults with low incomes. Adults with incomes
below 100 percent of the federal poverty level—that is, $11,490 for an individual or $23,550 for a family of
four—are faring best in New York and California (Table 1). Thirteen percent of low-income New Yorkers and
23 percent of low-income Californians are uninsured, compared with 33 percent of low-income adults in
Florida and 51 percent in Texas. Even before the passage of the Affordable Care Act, both New York and
California had established Medicaid eligibility levels that were more generous than most states. And under
the health reform law, both states expanded eligibility for Medicaid up to 138 percent of poverty, while

Florida and Texas did not.

In addition to policy decisions, demographics also likely contribute to differences in insurance coverage
rates, although they do not explain the state differences completely. For example, undocumented immigrants
are ineligible for subsidized coverage or Medicaid under the law. In Texas, adults below 100 percent of
poverty are much more likely to be foreign-born than are adults with incomes between 100 percent and 399
percent of poverty (35% vs. 26%) (data not shown). People born outside the United States but who reside
here now are much more likely to be uninsured than those born in the U.S. (31% vs. 12%) (data not

shown).!3

New York and California: Lower Rates of Problems in Getting Needed Health Care Because of Cost

Across the country, expanded insurance coverage is helping people get the care they need by reducing
financial barriers to care. The survey asked adults about delaying or skipping needed care because of cost in
the past 12 months. About three of 10 New Yorkers (30%) and Californians (31%) reported having at least
one cost-related access problem, compared with 43 percent of Floridians and Texans (Exhibit 2).!# These

differences remain statistically significant even after taking into account the states’ demographic profiles.

There was variation between states in all four cost-related areas asked about in the survey. In New York and
California, 18 percent of residents reported having a medical problem but not going to a doctor or clinic
because of cost, versus 29 percent in Florida and 26 percent in Texas. Residents in New York and California

reported not getting needed specialist care at about half the rate as people in Florida and Texas.



There are likely a range of factors contributing to this variation, with insurance coverage playing a large role.
Across the U.S., insured adults have historically reported cost-related access problems at much lower rates
than uninsured adults.'> To some degree, California and New York’s higher rates of coverage likely translate
into lower rates of reported problems. But the quality of health insurance coverage—particularly, how much
people have to pay out-of-pocket relative to their income—also makes a difference. Insured adults in New
York (27%) and California (28%) reported lower rates of problems getting needed care in the past 12 months
than did insured adults in Texas (36%) and Florida (39%) (data not shown). These differences persisted
across the income distribution. One factor may be deductibles and other cost-sharing aspects of people’s
insurance policies. Research has shown that people with high deductibles relative to their income are much
more likely to report not getting needed care because of cost than those with lower deductibles.!® The survey
found that a smaller share of insured Californians and New Yorkers (9 percent and 7 percent, respectively)
had deductibles that were 5 percent or more of their income compared with Texans (18%) and Floridians
(17%) (data not shown). Moreover, a recent analysis of federal data found that more people have health plans

with deductibles in Florida and Texas: in 2013, 62 percent of employees with single-person insurance plans

in New York and California had a deductible, compared with 84 percent in Florida and 90 percent in Texas.!’

How New York and California Are Implementing the Affordable Care Act

California was the first state to pass legislation to establish a state-based marketplace. The marketplace is an active
purchaser, meaning it evaluates proposed plans based on factors like affordability and access to high-quality care, and
may choose to limit the number of plans offered.'® The state also has a long history of setting more generous eligibility
levels for Medicaid coverage than federal mandates and does not require a five-year waiting period for legal immigrants
to be eligible for coverage, although the state pays all the costs of providing care for this population. The state also
created the Low Income Health Program under a Section 1115 waiver, which provided coverage to adults under 200
percent of poverty in participating counties from July 2011 to December 2013.1% After that, 650,000 enrollees transitioned
into the state’s expanded Medicaid program and more than 25,000 people purchased private plans offered through the
state’s marketplace, Covered California.2 In the past year more than 1.4 million people have selected private plans
through Covered California for 2015; more than 3 million individuals have gained Medicaid coverage since October
201321

New York has also expanded eligibility for Medicaid and is operating its own marketplace, the New York State of Health.
New York has had more generous Medicaid eligibility levels than many states since it passed the Health Care Reform Act
0f 2000, well before national health reform was passed. The state’s Family Health Plus program expanded Medicaid
eligibility to parents with incomes up to 150 percent of poverty and childless adults up to 100 percent of the poverty
level.?2 New York’s Medicaid program does not require a five-year waiting period for legal immigrants to be eligible for
coverage, although the state does not receive any federal matching funds for this population. The 2000 law also created
the Healthy NY program, which provided affordable health insurance options to small business owners and their
employees. Under the Affordable Care Act, these programs have rolled their enrollees into expanded Medicaid or
subsidized private plans from New York State of Health.>> About 570,000 individuals have enrolled in Medicaid since
October 2013 and more than 400,000 have selected private coverage through the marketplace for 2015.%



New York and California: Lower Rates of Medical Bill and Debt Problems

There were notable state variations in the percentage of adults reporting medically related financial
difficulties in 2014. Fewer adults in New York and California said they had problems paying their medical
bills in the past 12 months, or were paying off medical debt, than did adults in Florida and Texas (Exhibit 3).
Twenty-nine percent of New Yorkers and 24 percent of Californians said that, in the past 12 months, they had
a problem or were unable to pay their medical bills, had been contacted by a collection agency for unpaid
medical bills, had to change their way of life to pay medical bills, or were paying off medical bills over time.
Rates were much higher in Florida and Texas: more than two of five adults in each state reported at least one
of these problems.?> These differences remained after taking into account variations in the demographic
compositions of the states’ populations. As with the cost-related access problems, states’ decisions that
enhanced access to affordable health insurance coverage both before and after the Affordable Care Act as

well as insurance design and cost-sharing likely contribute to differences.

CONCLUSION

The analysis suggests that the health policy decisions made by state leaders matter. Of the four states studied,
New York has had the longest history of legislation aimed at enhancing the availability of affordable
coverage. California also implemented an early expansion of Medicaid eligibility and, based on federal
survey data, both states began achieving declines in their adult uninsured rate earlier than other states.?® Both
have taken advantage of opportunities granted by the Affordable Care Act to further expand the reach of
coverage and access. Alternatively, Florida and Texas, while experiencing robust enrollment in private plans
through the federal health insurance marketplace, have not expanded Medicaid eligibility and have made less

headway in reducing their uninsured populations.

While there have been significant declines in the number and share of uninsured adults since the major
provisions of the Affordable Care Act went into effect in 2014, coverage gaps are leaving millions uninsured
and without access to affordable coverage. An estimated 3.7 million people have fallen into the Medicaid

coverage gap in states that have not yet expanded eligibility for Medicaid.?’

In addition, the law does not provide access to any new coverage options for unauthorized immigrants. They
are ineligible for Medicaid coverage and cannot purchase private plans through the marketplace, either
subsidized or unsubsidized. The Congressional Budget Office estimates that by 2020, 30 percent of the
remaining uninsured will be unauthorized immigrants, or about 9 million people.?® Another part of the law
that 1s leaving people uninsured is the so-called “family coverage glitch,” which defines affordability—and
eligibility for subsidies—based on the cost of individual, rather than family, coverage. Currently, an

estimated 2 million to 4 million people are uninsured because of this issue.?’



The analysis also indicates that expanded coverage is necessary to improve access to care and reduce medical
financial burdens among U.S. families. But the quality and comprehensiveness of coverage across all sources
of insurance (marketplace plans, individual plans, employer-provided coverage, and Medicaid), will

ultimately determine the degree to which these problems are lessened for U.S. families.

Methodology

The Commonwealth Fund Biennial Health Insurance Survey, 2014, was conducted by Princeton Survey Research
Associates International, with a general population sample collected from July 22 to December 14, 2014, and an
oversampling of the four largest states, California, Florida, New York, and Texas, collected until December 27, 2014. The
survey consisted of 25-minute telephone interviews in either English or Spanish and was conducted among a random,
nationally representative sample of adults age 19 and older living in the continental United States. A combination of

landline and cellular phone random-digit dial (RDD) samples was used to reach people.

The general sample was designed to generalize to the U.S. adult population and to allow separate analyses of responses of
low-income households. The majority of this report looks at adults ages 19 to 64 in the four largest states (California
sample=758, Florida=659, New York=710, and Texas=714). Statistical results are weighted to correct for the stratified
sample design, the overlapping landline and cellular phone sample frames, and disproportionate nonresponse that might
bias results. Each state sample is weighted to match population parameters for sex by age, sex by education, age by
education, race/ethnicity, population density, household telephone use, household size, and region, using the U.S. Census

Bureau’s 2012 American Community Survey data.

The resulting weighted general population sample is representative of the approximately 182.8 million U.S. adults ages
19 to 64 and has an overall margin of sampling error of +/— 2 percentage points at the 95 percent confidence level. The
California sample has a margin of error of +/— 4.2 percentage points at the 95 percent confidence level; the Florida sample
margin of sampling error is +/— 4 percentage points; the New York sample margin of sampling error is +/— 4.1 percentage
points; and the Texas sample margin of sampling error is +/— 3.9 percentage points. The landline portion of the survey

achieved an 11.5 percent response rate and the cellular phone component achieved an 11.3 percent response rate.
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Abstract

Health plans with relatively narrow provider networks have generated widespread debate, mainly concerning
the level of regulatory oversight necessary to ensure plans provide consumers meaningful access to care. The
Affordable Care Act creates the first federal standard for network adequacy in the commercial insurance
market for plans offered through the law’s insurance marketplaces. However, states continue to play a
primary role in setting and enforcing network rules. This brief examines state network adequacy standards for
marketplace plans in the 50 states and District of Columbia. We 1dentify state requirements in effect at the
outset of marketplace coverage, focusing on quantitative measures of network sufficiency and rules designed
to ensure the delivery of accurate and timely provider directories. We then explore the extent to which those
standards evolved for 2015. Though regulatory changes were limited in year one, states were most likely to

act to promote network transparency and enhance oversight.

OVERVIEW

2

“Narrow network plans”—that is, health plans with limited networks of providers—were common on the
Affordable Care Act’s (ACA’s) health insurance marketplaces in 2014. By one measure, almost half of all

marketplace plan networks were “narrow” and nearly all consumers had access to buy such a plan if they



chose.! These narrow network plans are not new nor are they unique to the ACA’s marketplaces; for years,
insurers have used limited networks as a way to constrain costs and regain leverage in contract negotiations
with providers.Z At the same time, elements of the ACA that encourage insurers to compete on price—for
example, marketplaces that allow consumers to compare plans based on premiums and increased
standardization of benefits and cost-sharing—appear to have spurred many carriers to design health plans for

2014 that combined an attractive premium with a more restricted choice of providers.>

Narrow network plans may offer value to many consumers if their comparatively lower upfront costs are
coupled with meaningful access to a sufficient array of providers. Flexibility to contract selectively also may
allow insurers to build networks of providers who can satisfy measures of quality and efficiency, which may
lead to higher-value care. But these plans also pose risks. If a network is too narrow, it may jeopardize
consumers’ ability to obtain critical services or expose them to the often significant financial costs of out-of-
network care. If the design 1s not transparent—that 1s, if consumers do not receive accurate and timely
information about participating providers—it may be impossible for consumers to make an informed decision

about whether the plan’s combination of network and price is right for them.

To help ensure that plans offered on the marketplaces serve the needs of enrollees, the ACA established a
national standard for network adequacy.* Marketplace plans must maintain “a network that is sufficient in
number and types of providers” so that “all services will be accessible without unreasonable delay,” and are

required to disclose their provider directories to the marketplace for online publication.’

These provisions offer consumers federal protections where previously none existed. Yet the federal
framework also gives states significant latitude to determine whether an insurer has complied with the
requirements, as well as the power to enforce additional, state-specific network rules if desired.® Prior to the
ACA, most states had some standards governing plan networks. Heading into 2014 and the first year of
marketplace coverage, these state rules, depending on their scope, began to apply to some offerings on the
marketplaces. Meanwhile a minority of states took steps to create new requirements for marketplace

coverage.

This brief describes the network adequacy standards applicable to marketplace plans in each of the 50 states
and the District of Columbia at the outset of marketplace coverage in 2014. In particular, we focus on
quantitative standards that states have set to test the sufficiency of provider networks, and on requirements
designed to ensure that consumers have access to updated provider directories. Then we identify the extent to

which those requirements evolved in preparation for year two.

FINDINGS

In the First Year of Coverage, About Half of States Had One or More Quantitative Standards to
Measure the Adequacy of Marketplace Plan Networks



By January 2014, nearly all states had rules intended to promote the sufficiency of health plans’ provider
networks. In general, these standards seek to ensure that enrollees have reasonable access to in-network
providers who perform the health services covered by their insurance policy. However, the particulars of
these requirements vary substantially. In many states the rules apply only to a subset of plans—for example,
health maintenance organizations (HMOs)—that use a specific network design. The timing and frequency
with which these standards are applied differ, as well. In many states, regulators conduct network adequacy
reviews only when an insurer initially seeks licensure, upon notice of a significant change in a plan’s
network, or in response to complaints. Oversight on an ongoing basis is much less common.®

Twenty-one states had qualitative standards to assess the adequacy of plans’ provider networks. For example,
Maryland requires carriers to maintain a panel of in-network providers that 1s “sufficient in numbers and
types of available providers to meet the health care needs of enrollees.”

Kansas uses a similar formulation, requiring a “sufficient” mix of in-network providers so enrollees can
access all covered services “without unreasonable delay.”!” These approaches, variations of which are
common in other states, resemble key provisions of a 1996 model law developed by the National Association

of Insurance Commissioners (NAIC).!!

In contrast, 27 states had rules requiring at least some network-based marketplace plans to satisfy one or
more quantitative measures of sufficiency (Exhibit 1). These standards took different forms (Exhibit 2). Most
frequently, states specified the maximum amount of time and/or distance an enrollee must travel to access
covered services. Twenty-three states had such requirements in place at the start of 2014, including New
Jersey, which obligates its managed care plans to have available at least two primary care physicians within
10 miles or 30 minutes driving or public transit time of 90 percent of its enrollees.

Eleven states impose limits on how long enrollees can be made to wait for appointments for services.
Montana, for example, requires managed care plans to ensure access to urgent care within 24 hours;
nonurgent care with symptoms within 10 days; immunizations within 21 days; and routine or preventive
services within 45 days.!? Nearly as many—10 states—have standards prescribing minimum ratios of
providers to enrollees. Nevada requires that its marketplace plans adhere to ratios for internal medicine
providers (at least one for every 2,500 covered persons) and for certain specialized services (e.g., one

cardiology provider for every 7,500 enrollees).!*

Less common are rules requiring plans to ensure access to
providers at flexible times or during extended office hours. California was one of just seven states with such
requirements, obligating certain network plans to include providers that offer nonemergency services until 10

p.m. at least one day per week, or for at least four hours each Saturday. !>

In 2014, 10 States Required Insurers to Update Provider Directories at Least Semiannually



Federal regulations require marketplace plans to make their provider directories available to the marketplace

for online publication and to potential enrollees in hard copy upon request.'®

Heading into the first year of marketplace coverage, a minority of states were enforcing rules of their own
that augmented the federal standard by specifying the frequency with which insurers must update their
provider lists. Nine states required network plans to provide updated directories at fixed intervals throughout
the year. In addition, Arkansas mandated that insurers submit an updated directory within 14 days of any
change (Exhibit 3).!”

Though Few States Made Significant Changes to Network and Provider Directory Standards for 2015,
More Acted to Increase Oversight

In 2014, policymakers in most states considered whether and how to adjust their regulatory approach to
network adequacy. But by January 2015, few states had yet charted a substantially different course. In three
states, regulators developed new quantitative requirements.'3 Arkansas officials issued regulations obligating
network plans offered inside and outside the marketplaces to adhere to time and distance standards beginning
in 2015.!° Regulators in the California Department of Insurance filed emergency rules that adopted
appointment wait time standards similar to those already applicable to plans regulated by the state’s
Department of Managed Health Care.?’ Meanwhile, in Washington, authorities revised the state’s framework
to incorporate more detailed and concrete network standards. These additions include time and distance
requirements, a specified ratio of primary care providers to plan enrollees, and maximum wait times for

primary care and specialist appointments.>!

A somewhat larger number of states set rules intended to increase the transparency of plan networks. Six
states tightened requirements for plans to update provider directories (Exhibit 4).2? For example, as part of its
broader overhaul of network standards, Washington included a requirement for plans to update their
directories on a monthly basis.>> New York’s legislature imposed a still more stringent standard, mandating
that online directories be made current within 15 days of the addition or termination of a provider from the
network or a change in a physician’s hospital affiliation.?* Illinois and Maine passed legislation promoting
timely disclosures of directory information.>> This new legal authority will make it easier for regulators in

those states to develop more specific requirements in the future, should they choose.

In addition, at least six states, including Arkansas, California, Mississippi, New Hampshire, New York, and
Washington, acted to bolster the ability of regulators to oversee and enforce marketplace plan standards.

California, for example, enacted a bill that requires regulators to perform annual reviews of plans’



compliance with state standards and to post their findings, including any waivers or alternative standards that
regulators approved, online.?® Mississippi issued regulations that require carriers to provide, for each of their
managed care plans, a detailed filing describing the plan’s network and the insurer’s processes and
procedures for complying with the state’s network adequacy rules. The new regulation also establishes

explicitly that regulators have authority to enforce the state’s network standards in the event of a violation.?”

DISCUSSION

The first year of marketplace coverage triggered widespread interest in how health plans design provider
networks. This attention has reignited debate—Iargely dormant since the proliferation of managed care plans
in the 1990s—about the degree to which those networks meet the needs of consumers and the level of

regulatory oversight appropriate to ensure they do.

The ACA addresses these issues by establishing the first-ever federal standard for network adequacy in the
commercial insurance market, applicable nationwide to plans available through the insurance marketplaces.
The federal rules that implement this standard create a flexible regulatory framework that defines “network
adequacy” qualitatively. Health plans are not required to meet more rigorous quantitative standards—a
decision by officials at the U.S. Department of Health and Human Services (HHS) made partly in deference
to the “historical flexibility and responsibility” enjoyed by states in this area.?® In addition, to encourage
insurer participation in the marketplaces and make it more likely that consumers would have a broader choice

of plans, state and federal officials gave insurers further flexibility to satisfy network standards in 2014.2°

In response to feedback and ongoing public discussion about the benefits and risks of narrow networks,
federal regulators sought to increase oversight for the second year of coverage. Officials are now evaluating
plans that seek certification on the federally facilitated marketplaces using a “reasonable access™ standard
that focuses on provider practice areas that have historically raised network adequacy concerns.>® HHS also
recently adopted more stringent requirements for provider directories, including an obligation for insurers to
update those lists online at least once each month.?' Meanwhile, the NAIC is considering revisions to its
existing network adequacy model law.>? The current version served as a template for federal network
adequacy rules and HHS has indicated it will await the results of the NAIC’s work before proposing

significant changes to the federal framework >3

As these developments unfolded, many state policymakers weighed whether to revisit their states’ standards.
Prior to 2014, nearly all states had erected some sort of regulatory framework for network adequacy. As a
practical matter, however, oversight processes were highly uneven both across and within states. In many
instances, adequacy requirements applied only to certain types of network designs. Moreover, because
assessing compliance with network standards can be complex and resource-intensive, fairly few states

conducted regular reviews of plan networks after an insurer had been granted its state license.

In the first year of marketplace coverage, most states maintained these rules as-is or made only incremental



changes. Two states, Arkansas and Washington, joined the ranks of those that use a quantitative measure to
evaluate the adequacy of plan networks, bringing the total number to 29 states by January 2015. More states
prioritized efforts to improve the accuracy and timeliness of provider directories—14 now require directory
updates at least semiannually or within a specified interval from any change—or to bolster the authority of

regulators to oversee and enforce their network rules.

The relatively deliberate pace of regulatory change at the state level in 2014 is not altogether surprising. To
grapple with recent developments in network design, states must balance competing considerations:
consumer (and provider) interest in broad access to in-network care on one hand, and consumer (and insurer)
interest in flexible health plan designs that facilitate more affordable premiums on the other. There 1s
evidence that some states may have been reluctant to act too aggressively or too quickly in the absence of
robust market data and feedback from consumers and stakeholders about their experiences with narrow
network marketplace plans.>* Others have begun to solicit stakeholders’ input with an eye toward developing
new rules or oversight mechanisms in the future.

As the process of refining regulatory approaches to narrow networks moves forward on multiple tracks—in
individual states, at the NAIC, and at the federal level—it is possible that more states will pursue policies
similar to those that proved popular among state officials in 2014. More may seek to enhance network
transparency, so consumers can better understand the trade-offs posed by these plans, and to strengthen
oversight authority, so regulators may more effectively monitor compliance with existing standards. This
latter approach may also include efforts to collect and process data that illustrate how networks are working
for consumers, including information on use of out-of-network services and claims appeals.>® As the
marketplaces move through their second year, continued tracking and analysis of these developments will be

essential to understanding how consumers are experiencing their coverage.
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EXCHANGE COVERAGE

By Jon R. Gabel, Sam T. Stromberg, Matthew Green, Amy Lischko, and Heidi Whitmore

An Early Look At SHOP
Marketplaces: Low Premiums,
Adequate Plan Choice In Many,
But Not All, States

ABSTRACT The Affordable Care Act created the Small Business Health
Options Program (SHOP) Marketplaces to help small businesses provide
health insurance to their employees. To attract the participation of
substantial numbers of small employers, SHOP Marketplaces must
demonstrate value-added features unavailable in the traditional small-
group market. Such features could include lower premiums than those
for plans offered outside the Marketplace and more extensive choices of
carriers and plans. More choices are necessary for SHOP Marketplaces to
offer the “employee choice model,” in which employees may choose from
many carriers and plans. This study compared the numbers of carriers
and plans and premium levels in 2014 for plans offered through SHOP
Marketplaces with those of plans offered only outside of the
Marketplaces. An average of 4.3 carriers participated in each state’s
Marketplace, offering a total of forty-seven plans. Premiums for plans
offered through SHOP Marketplaces were, on average, 7 percent less than
those in the same metal tier offered only outside of the Marketplaces.
Lower premiums and the participation of multiple carriers in most states
are a source of optimism for future enrollment growth in SHOP
Marketplaces. Lack of broker buy-in in many states and burdensome
enrollment processes are major impediments to success.

ith little publicity, the Small
Business Health Options Pro-
gram (SHOP) began opera-
tions in 2014. Created by the
Affordable Care Act (ACA),
SHOP Marketplaces are online Marketplaces
where small employers (those with fifty or fewer
full-time-equivalent employees) can purchase
coverage from multiple carriers and plans. In
2016, companies with a hundred or fewer em-
ployees will be able to participate. The Congres-
sional Budget Office has estimated that SHOP
enrollment will reach three million people in
2017.! The Centers for Medicare and Medicaid
Services (CMS) Center for Consumer Informa-
tion and Insurance Oversight has not disclosed
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SHOP enrollment in federally facilitated Market-
places, but the Government Accountability Of-
fice has reported 78,000 people were enrolled in
state-based SHOP exchanges in June 2014.”
SHOP aims to help small businesses offer af-
fordable coverage to their employees and to pro-
vide individual employees with choices among
plans and issuers. Prior to the passage of the
ACA, the small-group insurance market was in
decline in many states and was characterized by
medical underwriting (the use of an individual’s
health status to determine the cost of, or to deny,
coverage) and unexpected premium changes
from year to year.’ Between 2002 and 2014 the
percentage of firms with three to nine workers
that offered health benefits declined from 58 per-
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cent to 44 percent.* For the smallest employers
(those with 1-9 workers), premiums for similar
benefit levels averaged 18 percent more than for
large employers (1,000 or more workers) in
2002.°

Brokers play a major role in the workings of
the small-group market and will likely continue
to do so with the SHOP Marketplaces. Eighty
percent of small employers use a broker or an
agent, who often serves as a de facto benefit
manager. Eight-four percent of brokers select
health plans, 79 percent enroll employees, and
59 percent provide customer service such as
claims adjudication.® Brokers’ resistance to
SHOP Marketplaces can represent a major ob-
stacle to the use of exchanges, as discussed
below.

Under the ACA, states can establish and ad-
minister their own SHOP Marketplaces, and sev-
enteen states and the District of Columbia have
decided to do so. States can also decide to partic-
ipate instead in the federally facilitated Market-
place, managed by the Department of Health and
Human Services, or to operate a SHOP Market-
place in partnership with the federal govern-
ment, with each party assuming some responsi-
bilities.”

SHOP Marketplaces can adopt one of two gen-
eral models: the “employer model” or the “em-
ployee choice model.” In the employer model,
the employer chooses a single plan, and all em-
ployees who opt for coverage can enroll only in
that plan.

In the employee choice model, the employer
makes a fixed contribution toward plan offerings
in the SHOP Marketplace based on a designated
metal tier. States offer different variants of this
model.

One approach allows employees to choose
plans from all tiers, while another allows em-
ployees to choose plans only from the employer’s
designated metal tier (in 2014 nine states al-
lowed employees to select plans from multiple
insurers and multiple tiers).® In either case, em-
ployees must pay for higher-cost plans out of
pocket to make up any difference between the
premium for their chosen plan and the employ-
er’s contribution. In 2014 all but one state-based
SHOP Marketplace used the employee choice
model, while states relying on the federally facil-
itated or federal-state partnership approach
used the employer model.’

Health insurance exchanges for small employ-
ers are not a new idea. Over the past twenty-five
years a number of states—including California,
Colorado, Connecticut, Florida, Kansas, Ken-
tucky, North Carolina, and Washington—at-
tempted to build what were termed “health in-
surance purchasing cooperatives,” but none

enjoyed widespread success.

There are clear lessons from these earlier at-
tempts. The first is that underwriting rules must
be the same for plans inside and outside the
cooperatives or similar organizations." In earlier
models, many states prohibited medical under-
writing within the health insurance purchasing
cooperative pools but allowed it outside them.
The inevitable result was adverse selection,
which in turn led to high medical claims, ex-
penses, and premiums.

Another lesson from the failure of coopera-
tives was that large insurers often did not want
to participate because they feared that they
would lose market share to smaller insurers with
greater and more transparent choice of carriers.
Without the participation of large insurers,
brokers and small employers viewed the cooper-
atives as an inferior source of coverage. Fearing
adverse selection, insurers also were reluctant
to offer preferred provider organization (PPO)
plans because sicker people were more likely to
enroll in them, seeking a broader choice of pro-
viders."

If SHOP Marketplaces are to succeed where
health insurance purchasing cooperatives failed
and enroll substantial numbers of small employ-
ers, they must not only address these problems
but also demonstrate value-added features not
available in the traditional small-group insur-
ance market. First, insurance carriers can set
premiums for plans offered in the SHOP Market-
place thatare lower than the premiums they offer
outside it. Second, employers with fewer than
twenty-five workers can receive tax credits if they
purchase plans in a SHOP Marketplace.” Third,
the Marketplaces can enhance employee choice.
When using the employee choice model, employ-
ers can make a defined contribution and allow
employees to select from plans among multiple
carriers and, in some states, multiple metal
tiers—instead of being able to select just one plan
from one carrier. Fourth, with defined contribu-
tions, employers can reduce the financial risk of
future increases in premiums.

In this study we examined evidence that the
SHOP Marketplaces have laid the groundwork
for their success in providing the value-added
features noted previously. First, we compared
premiums for plans sold in the Marketplaces
with premiums for plans sold only outside of
them. Insurers participating in Marketplaces
such as these customarily offer some plans only
outside of the Marketplaces as well. According to
the rules promulgated by the Center for Consum-
er Information and Insurance Oversight, plans
offered in the SHOP Marketplaces must also be
sold outside of them but underwritten as if they
were one plan.
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Second, we assessed the availability of plans
offered in the SHOP Marketplaces by metal tier
and number of carriers to determine whether
there are sufficient numbers for the employee
choice model to offer meaningful different alter-
natives. To our knowledge, this study provides
the first comparison of plan choices in and out-
side of the SHOP Marketplaces and the first
comparison of the costs of coverage for plans
from the same metal tier in and outside of the
Marketplaces.

Concentration In The Small-Group
Market

A major concern of the Obama administration
was whether sufficient numbers of carriers
would sell plans in the SHOP Marketplaces.
The small-group market is heavily concentrated,
with the largest insurer—usually a Blue Cross
and Blue Shield plan—holding 50 percent or
more of the market in twenty-six states." To en-
courage large carriers to participate in the SHOP
Marketplaces in each state, in 2014 the Center
for Consumer Information and Insurance Over-
sight applied a “tying” provision in states with
federally facilitated Marketplaces. The provi-
sion, which remains in effect for 2015, requires
insurers with a share of at least 20 percent in the
small-group market to participate in the SHOP
Marketplace as a condition for participating in
the larger and potentially more profitable indi-
vidual Marketplace in the same state.”

In 2014 the Department of Health and Human
Services did notimplement key features of SHOP
Marketplaces in federally facilitated Market-
places. These features included online enroll-
ment through the SHOP website and employee
choice. As aresult, the initial appeal of the SHOP
Marketplace was limited.

In 2015 employee choice is still not available in
eighteen of the thirty-two states with federally
facilitated or partnership Marketplaces.”® In
states where employee choice is offered in the
federal SHOP Marketplace, choices are limited
to plans available at a single metal tier (bronze,
silver, gold, or platinum) chosen by the employ-
er. Thus, the ultimate ability of the federal SHOP
Marketplace to attract employers is likely to re-
main unclear for several years.

We interviewed officials at nine insurance
carriers to elicit their views about the SHOP
Marketplaces. The carriers were a mixture of
large and small and of publicly traded, nonprofit,
and cooperative carriers. The officials agreed
that the primary reasons employers would pur-
chase health insurance for their employees
through the SHOP Marketplace were to obtain
the tax credit and to offer employee choice. But
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the officials believed that the tax credit would not
induce many small employers to change how
they obtained insurance because the credit was
too small, was available for too short a time, and
required too much paperwork.

The officials also expressed some concern that
brokers may have deliberately downplayed the
benefit of the tax credit to small employers, dis-
couraging some employers from applying for the
credit. In general, officials believed that most
brokers do not feel “plugged in” to the SHOP
concept and view it as competition. Officials also
noted that in 2014 the federally facilitated SHOP
Marketplace was not user-friendly or transpar-
ent, and that most enrollments had to be done on
paper. (Employers could view choices online but
needed to contactabroker or insurer to complete
the transaction.) At the very least, the officials
said, small employers need to be able to shop for
products and complete the enrollment process
online.

In the past few years, benefit consulting firms
and insurers have built an alternative to SHOP
Marketplaces—private exchanges—that can of-
fer both a defined- contribution model and mul-
tiple plans from multiple carriers. Private ex-
changes currently account for about 3 percent
of enrollment in employer-based health insur-
ance.? Hence, ease of enrollment in SHOP
Marketplaces must be comparable not only to
that outside the Marketplaces, but also to that
in private exchanges.

Study Data And Methods

DATA AND SAMPLE DESIGN Data presented in this
article are from twenty-six states (counting the
District of Columbia as a state), which collective-
ly offered more than 6,000 plans in and outside
of the SHOP Marketplaces. Fifteen states in the
sample had their own state-based Marketplaces
(all but one of those states—Rhode Island—used
the employee choice model), while eleven used
the federally facilitated Marketplace or the
partnership model (and the employer model;
Exhibit1). States with state-based SHOP Market-
places accounted for more than 4,200 plans, and
states with federally facilitated and partnership
SHOP Marketplaces accounted for more than
1,800.

The availability of data determined which
states were in our sample. We selected all states
with state-based, federally facilitated, or partner-
ship SHOP Marketplaces that had publicly acces-
sible data on their state insurance department
websites about plans offered, premiums, and
cost-sharing provisions.

Within each state the sample included all plans
offered in the SHOP Marketplace (regardless of
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the carrier) and all plans offered outside of the
Marketplace from a sample of carriers that had at
least 1 percent of market share. This prevented
legacy or other small carriers from skewing the
estimates. A legacy carrier is one that no longer
sells to new buyers but whose long-term mem-
bers have been grandfathered into plans first
offered years ago.

Through searches of both state insurance de-
partment websites and state SHOP websites, we
collected data for plans not offered in the SHOP
Marketplaces in federally facilitated or partner-
ship states and for both plans in the SHOP
Marketplaces and plans outside of them in states
with state-based SHOP Marketplaces. For feder-
ally facilitated or partnership states, all informa-
tion about plans in the Marketplaces was gath-
ered from the Qualified Health Plan SHOP
Medical Landscape File made public by Center
for Consumer Information and Insurance Over-
sight.

Within each state, we sampled three geograph-
ic rating regions. These rating areas corre-
sponded to an urban metropolitan area, a sub-
urban area or medium-size city, and a rural area
in each state. We used rating area information
from the Center for Consumer Information and
Insurance Oversight” and data from the Area
Health Resources Files' to randomly select three
rating areas in each state for analysis. For multi-
variate analysis, we also used the Area Health
Resources Files to provide information on pop-
ulation, the percentage of uninsured patients,
and median family income for each rating area,
based on an aggregation of the characteristics of
its component counties.

Among the variables downloaded from state
insurance department and SHOP websites were
state, carrier, data source, whether a plan was
available in the SHOP Marketplace, product
type (health maintenance organization [HMO],
exclusive provider organization [EPO], PPO,
point-of-service [POS] plan, indemnity plan,
or high-deductible health plan [HDHP]), plan
identification number, metal tier, plan name,
premium in the sampled urban region, premium
in the sampled suburbanregion, and premium in
the sampled rural region.

WEIGHTING AND AGGREGATION The Center for
Consumer Information and Insurance Oversight
has not published SHOP enrollment data by plan
or carrier. As a result, our study used data from
2013 enrollments and business volume to iden-
tify characteristics of carriers such as Blue Cross
Blue Shield affiliation or new entrants into the
small-group market (which were notlisted in the
2013 records). But we did not consider 2013 en-
rollments by carrier for the small-group market
to be an accurate proxy for enrollment in plans

through the SHOP Marketplaces.”

Consequently, we elected to begin from the
assumption that carriers in the SHOP Market-
place start on an equal footing. Thus, the weight-
ing model did not take a carrier’s characteristics
into account.

However, we found significant variation in the
number of options a carrier offered, from a sin-
gle plan to more than 700.We considered a num-
ber of options for weighting the observations.We
could weight each plan equally, by state or na-
tionally. This would have the undesirable effect
of crowding out data for smaller carriers, partic-
ularly most of the new entra